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RULE-101.1

Chapter 1 — Definitions and Related Provisions

CHAPTER 1 DEFINITION AND RELATED PROVISIONS

RULE 101

DEFINITION AND INTERPRETATION

DEFRINIHONDEefinition

otherwise:requires-orthe contranytintention-appears—

Term
ABFMY1
ACE Market

IAdverse Event(s)|

Annual Report

lapproved-class
of —securitiesApproved Class

of Securities

IApproved sSecurities

Meaning

means-the-The ABF Malaysia Bond Index Fund which-that is
an Exchange Traded Fund listed and quoted on the
Exchange and bears the stock short name ABFMY1.

The Exchange’s stock market referred to in the ACE Market
Listing Requirements.

Any one or more of the events as-may-be-providedspecified
in the Off-Balance Sheet Transaction(s) agreement which

that

obliges the Participating Organlsatlon being—obliged—to
perform and discharge its—the Participating Organisation’s

obligations under er—pursuant—te—the Off-Balance Sheet
Transaction(s).

#—In_relation to a Participating Organisation, means—the
annual report of the Participating Organisation prepared and
submitted to the Exchange by an approved company auditor
under the Companies Act-1965.

means-a-A class of appreved-securitiesApproved Securities.

sSecurities from the class of sSecurities set out below, of an -
Issuer, which-that is declared by the Exchange from-time-to
time-("declaration-dateDeclaration Date”) to be included in a
class of sSecurities to which Section 98(4)(c) of the Capital
Markets and Services Act applies:

(a) the sSecurities is for the time being admitted to the
Official List (“the Securities”);

(b) the Securities has a daily market capitalisation of
nggmMa&aw&hv&hwﬂred{é@@%RMSOO million
for at least three-3 months prior to the declaration
dateDeclaration Date. Market capitalisation means
the market value of all the ordinary shares issued by
the Issuer and admitted to the Official List;

(c) the Securities has at least fifty-milion{50)-50 million
in public float prior to the declaration-dateDeclaration
Date. ‘Public float’ means securities held in the
hands of the public shareholders. ‘Public’ has the
same meaning assigned to that expression in the
Listing Requirements; and

29 December, 2010

-1 Comment [B1]: Unless otherwise stated,
amendments made to the definitions are in line
with plain language drafting.

For consistency and for a person reading the
rules to be able to immediately identify a
defined term, the first letter of all defined terms
will be capitalised.

— {Comment [B2]: Previously, in Rule 602.1(2). J

= {Comment [B3]: Previously in Rule 704.1(1). }

- { Comment [B4]: Previously in Rule 704.1(1) J




ATS

ATS Operator

authorised
nomineeAuthorised Nominee

IAuthorised SBL Participant

Associated

IAssociated Corporation|

BAFIA

Best Buy Price

beneficialownerBeneficial
Owner

Best Sell Price

boardlotBoard Lot

Chapter 1 — Definitions and Related Provisions

(d) the volume of trading for the Securities on a monthly
basis on average is at least ene(1)1 million units for
twelve—{12)-12 months prior to the Declaration Date
declaration date.

Means—the—The automated and computerised securities
trading system established by the Exchange.

ATS Operators in relation to a Participating Organisation,
means Dealer's Representatives and tTrading e€Clerks who
are duly authorised by the Participating Organisation iater
alia—to enter orders into the ATS, to modify and cancel
orders,

shall-have-the-same-Same meaning as is-assigned-to-it-in the

Securities Industry (Central Depositories) Act and the
Depository Rules.

means-the-The Clearing House or an entity approved by the - {Comment [B5]: Previously in Rule 704.1(1). }

Clearing Housefer-the-purpese-of- to ig-undertake

securities borrowing and/er Iending_activities as defined in
Rule-608706.

Same meaning as in Section 3 of the Capital Markets and
Services Act.

A _corporation that is _deemed to be associated with the

person by virtue of the person holding, directly or indirectly,
not less than 20% and not more than 50% of the issued
share capital of the corporation.

means-the-Banking and Financial Institutions Act 1989.

The highest buy order price in the order book of the ATS

shall-have-the-same-Same meaning as is-assigned-to-it-in the
Securities Industry (Central Depositories) Act and the
Depository Rules.

The lowest sell order price in the order book of the ATS

i-In_relation to any securities quoted on the Official List,
means-a parcel of securities comprising $80-number of units
as determined by the Exchange. er—any—ether—aumber—of

securities—permitted—by—the—Exchange—to—be—traded-on—the
stock-market:

29 December, 2010

Comment [B6]: To have this definition in
Chapter 1 of the Rules instead of having it in
various parts of the Rules e.g. previous Rule
1105.8(3)(d)(ii).

=

Comment [B7]: This word is deleted as not
used in any Rules.




Chapter 1 — Definitions and Related Provisions

Board of Directors In relation to a Participating Organisation, the Participating
Organisation’s board of Directors.

Book Closing Date The specified time and date set by an Issuer for the purpose
of determining entitlements to dividends, interest, new
securities _or other distributions or rights of holders of
Securities.

braneh-officeBranch Office means—the—A branch office appreved—by—-the Exchange
approves as a branch office of a Participating Organisation.
In -er-in-the case of an Investment Bank, the-a branch office
the Central Bank approves appreved-and/orrecognised-by
theCentral-Bank-as a branch office of an-that Investment
Bank.

Capital Adequacy The capital adequacy requirements in Chapter 13.

Requirements

Capital Markets and Services means-the-Capital Markets and Services Act 2007.
Act

(Capital Markets Services Same meaning as in the Capital Markets and Services Act.
Licence
Capital Markets Services Same meaning as

Representative’s Licence in the Capital Markets and Services Act.

CBSAceount ___________means—a—secus
B R e

Central Bank means-the-Central Bank of Malaysia established under the
Central Bank of Malaysia Act 1958.

central-depesitoryCentral means-aA central depository established in-aceerdance-with
Depository under the Securities Industry (Central Depositories) Act and
includes any foreign central depository the Exchange may
tlgulat determined by the Exchange from-time to-time-after
Chief Executive Officer #—In_relation to an Investment Bank, means—the ‘Chief

Executive Officer’ referred to in the Guidelines on Investment
Banks and who is responsible for all activities of the

Investment Bank in the manner envisaged in the Guidelines
B T e

Clearing Account has-the-same-Same meaning as assighed-to-it-in_Directive _
701.5(1)-002.-R/R-18-6f 20065
Clearing House means—the—clearing—house—knewn—as—BURSA MALAYSIA

SECURITIES CLEARING SDN BHD and any other clearing
house as—the Exchange designates for the purpose of

clearing and settlement of Contract may—be—destgﬂated—by

29 December, 2010

Comment [B8]: This term is now known as
“Futures Business Rules” and has been moved
just above the definition of “Futures Exchange”
below.

Comment [B9]: To provide a definition of
Capital Adequacy Requirements as there are
various references to this term throughout these
Rules.

Comment [B10]: To provide a definition for
Capital Markets Services Licence

securities account in the rules. See the

Comment [B11]: Its is now referred to as
definition of Securities Account below.

= {Comment [B12]: Previously in Rule 704.1(1). J




Clearing House Rules

clientClient

(Closing Price|

Commission

Commissioned Dealer’'s
Representative

Commission’s Licensing
Handbook

Companies Act

eConstituent sSecurities

eontractContract

contract-dateContract Date

Contract Note

conversion-dateConversion

Chapter 1 — Definitions and Related Provisions

M: ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, _ — - 7| Comment [B13]: We have done away with
previous Rule 801.2.

t-In_relation to a Clearing House, means-the rules of the
Clearing House.

means-aA person for whom a trading account_is proposed to
be opened or has been opened by a Participating
Organisation in-aceerdance-with-under these Rules and who
is_and-shall-be-a beneficial-owner—Beneficial Owner or an
autherised—nominee—Authorised Nominee or an exempt
autherised-nomineeExempt Authorised Nominee-as-the-case

may be.

‘closing price’ for On Market Transaction as stipulated by the - {cOmmem [B14]: Previously in Rule 701.1(1). ]

means-the-The Securities Commission established under the
Securities Commission Act.

Means—a—A Dealer's Representative a Participating
Organisation engages rernisier—or—any—other—person—whoe-is
engaged by a Participating Organisation as its dealer’s

representative-on a non-salaried basis.

means-the-The licensing handbook the Commission issued
by-the-Commissien—pursuant to Section 377 of the Capital
Markets and Serwces Act%elﬁ@ﬂg—aﬂ—me%eaﬂens—re—

means-a-commitice—formed-by-the-Exchange-forgeneral-or {cOmment [B15]: Deleted as this term is no }

longer used in these Rules.

longer a requirement for Compliance Officers to

-~ -| Comment [B16]: Deleted as there is no
be registered with the Exchange.

mMeans-any-Any of the sSecurities admitted on the Official
List which forms the basket or part of the basket of securities
required for the creation of an ETF unit and/or underlying an
ETF unit.

means—a-A contract for the-a sale or purchase transactions
transaction of sSecurities entered into on the_stock market
of the Exchange_as described in Rule 801. 8(3).

in-In_relation to a sale-sell_or_buy eentractContract of On- - { comment [B17]: For consistency with the
Market Transaction, means-the date-of-execution-of-the-sale terminology in Chapter 11.

day the sell or buy order;—as-the-case-may-be_is matched in
the ATS.

Same meaning as in Capital Markets and Services Act

shall-have-the-same-Same meaning as is-assigned-te-it-in the

29 December, 2010



Date

corporation-actionCorporate

Action

-

Day Trading

Day Trading Activities
Account

Dealer's Representative

licence

Dealing in Securities

Demutualisation Act

Depository

Depository Rules

Chapter 1 — Definitions and Related Provisions

Demutualisation Act.

corporate-action-means—anyAny action taken by an Issuer in
relation to or arising from its-the Issuer’s sSecurities including

payment of dividend, issue of bonus shares and other rights
and interests associated with such sSecurities, capital
restructuring and share consolidation.

December-2006-and-numbered-as-R/R-17 of 2006_Same
meaning as in the Exchange’s Directives on the use of Day
Trading Activities Account.

Same meaning as in the Exchange’s directives on the use of
Day Trading Activities Account.

lmeans-a-A holder of a dealer'srepresentative’slicence-who
Salaried—Dealers—RepresentativeCapital Markets Services

Representative’s Licence for Dealing in Securities —who

i
—/—1

Comment [B18]: This term is no longer used
in these Rules.

Comment [B19]: Deleted as this terminology
is no longer used in the Rules

Comment [B20]: This term is no longer used
in these Rules. The term Capital Markets
Services Licence for Dealing in Securities is
used instead.

trades on the Exchange’s stock market.

means-the-Demutualisation (Kuala Lumpur Stock Exchange)
Act 2003.

means-the-BURSA MALAYSIA DEPOSITORY SDN BHD, a
company Whiekkhas%ee&approved by the Minister to act as

a central depository under Seection—5{1)-ef-the Securities
Industry (Central Depositories) Act.

means-the-The rules of Depository.

29 December, 2010

Comment [B21]: For the purposes of the
rules of the Exchange a DR is someone who
holds a CMSRL and trades on the market
operated by the Exchange. This excludes
someone who holds a CMSRL to undertake
specific activities separate from trading in
securities on the Exchanges market e.g.
dealings in unlisted corporate debt instruments.

Comment [B22]: This term is no longer used
in these Rules. The term Capital Markets
Services Representative’s Licence for Dealing
in Securities is used instead

\
\
\
\

Representative refers to this term.

Y

Comment [B24]: This term is no longer used

Comment [B23]: The definition of Dealer's }
in these Rules. }




Chapter 1 — Definitions and Related Provisions

DF Account A trading account opened by a Client of a Participating
Organisation, that allows the Client to utilise Discretionary
Financing under Rule 708.3.

DF Account Holder A Client who has opened a DF Account with a Participating
Organisation

Direct Business Transaction AR A e A s R e e e e eie e e
ATS._A contract for sale and purchase of Securities done
outside the ATS.

Direct Market Access (DMA)  Means-tThe process by which orders to buy or sell Securities
including any modifications and cancellations thereof are
submitted into a DMA Infrastructure for execution in the ATS
by a Client persens—referred-to—in—Rule—701A-without any
intervention by a Dealer’'s Representative or being entered or
re-entered by a Dealer's Representative

directivesDirective ireeti i i i 2 _ _ - - Comment [B25]: See rationale for this
pursuant-to-these-RulesInstructions, rulings or guidelines the definition in the comment on renumbered Rule
Exchange issues by whatever name called for or in [301.5(1)]

connection with any of these Rules including:

(a) any decision, request or requirement the Exchange
makes or imposes pursuant to any act or thing done
under these Rules;

(b) any terms and conditions imposed pursuant to any act
or thing done under these Rules; and

(c) any requirement the Exchange imposes for the proper
operation and management of the Exchange’s stock
market and facilities.

Director Same meaning as in CompaniesAct _ ~ —-| Comment [B26]: To provide for a definition of
“director” following the CMSA
Discretionary Financing A financing that a Participating Organisation provides to a

Client under Rule 708.3.

DMA Infrastructure Means-the-aAn infrastructure established and/or maintained
by or for the Participating Organisation which facilitates
Direct Market Access.

DMA Client A person who is allowed to key-in DMA orders under Rule
802.4.

Document shall-have-the-Same meaning as is—assigned—te—it-in the
Capital Markets and Services Act.

DR Security Deposit Any cash, bank quarantee, securities or other form of _ - -/ comment [B27]: Consequential to the
security acceptable to the Participating Organisation introduction to Rule 310.7 that sets out the
deposited with the Participating Organisation: obligations of a PO vis-a-vis a Dealer's

Representative. These obligations used to be in
the Standard Remisier's Agreement which will

(a) to _secure the Dealer's Representative’s obligations be done away with

to the Participating Organisation under the
agreement setting out the Participating
Organisation’s _arrangement _with the Dealer’s

Representative; or

(b) as security for the repayment of all monies that are or
may be owing by the Dealer's Representative or the

29 December, 2010



dDual ILicensed Dealer's
Representativel

Effective Date

Effective Shareholders’
Funds

Eligible Non-Universal
Broker

Equity-based Exchange
Traded Fund

Chapter 1 — Definitions and Related Provisions

Dealer's Representative’s Client to the Participating
Organisation _arising from or in connection with
transactions in Securities.

means-a-A Dealer's Representative who also holds a Capital

Markets Services Representative’'s Licence for Trading in

Futures Contractshas—been—ssued—vmh—a—valﬁ—tu{wes

[the date that the New Rules comes into force]

. )
1105-1Same meaning as in Rule 1301.2(1).

(a) that does; or as-the-case-may-beis able to; house or
accommodate electronic systems, devices or
platforms; and

(b) which hardware or equipment when used in
conjunction with the electronic systems therein-does;

or as-the-case-may-be—is able to; provide broker-

client linkages or electronic client ordering systems.

means-a-A Non-Universal Broker which-that has merged with
or acquired;-as-the-case-may-be;_the assets or any interests
and business of at least ene-{1) other Member-Company(ies)

and/or-Participating-Organisation(s)Participating Organisation
or a Participating Organisation that was a Member Company.

prescribe from timeto

presenbed—by—&h&@leW#eas&
time-as being eligible for securities borrowing and/er lending
in accordance with the Clearing House Requirements;

Guidelines—oen—Supervisory—Functions.__In__ relation  to

outsourcing of Supervisory Functions, same meaning as in
the Commission’s requirements on performance of
Supervisory Functions at Group Level for capital market
intermediaries.

securities purchased and carried in eglient’s_ mMargin
aAccount

means-The Exchange Traded Fund whichthat:

(@) tracks the performance of a market index where
constituent securities of that market index are wholly
shares (“the constituent shares”); and

(b) invests in the constituent shares of that market index.

29 December, 2010

|

= {Comment [B28]: Previously in Rule 501.2(1) ]

Comment [B29]: “Futures broker’s
representative’s licence” is no longer used in
these Rules. The term “Capital Markets
Services Representative’s Licence for Trading
in Futures Contracts” is used instead.

- {Comment [B30]: Previously in Rule 701.1(1). J

- {Comment [B31]: Previously in Rule 501.2(1) J

— {Comment [B32]: Previously in Rule 704.1(1). J

Comment [B33]: In line with principles-based
rules and in order to keep these Rules flexible,
we are doing away with naming the specific
guidelines applicable. Instead, a general
description of the relevant guidelines will be
provided in the Rules.

Comment [B34]: Previously, the definition of
“Equity” in Rule 703.1(1).

Comment [B35]: Previously in Chapter 3A.
‘Equity based’ is deleted as there is already a
definition of “Equity based Exchange Traded

Fund'.

Comment [B36]: This term is now known as
“Futures Exchange” and has been moved just
above the definition of “Group” below.




Exchange heolding
companyHolding Company

[Exchange Traded Fund (ETF)

executive-directorExecutive
Director

Exempt Authorised Nominee
External Party]

FDSS

Forward Contract

Fund Management

fund-manager's
representativeFund

Manager’'s Representative

Chapter 1 — Definitions and Related Provisions

means-BURSA MALAYSIA BERHAD

Commission’s requirements on exchange  traded

1

Comment [B37]: Same comment as in the
definition of “Entity”.

funds .

means-a-A person who is an executive director-Director and
employee of a Participating Organisation.

shall-have-the-same-Same meaning as is—assighed-to-that
expression-in the Depository Rules.

shall-bear-the-same-Same meaning as ‘external party’ as-is

aseribed-thereto in the Commission’s requirements on the

i

Comment [B38]: Same comment as in the
definition of “Entity”.

performance of Supervisory Functions at Group Level for

capital market intermediariesGuidelines—on—Supervisory
Functions.

The fixed
delivery and settlement system established by the Exchange
which—that fixes and regulates the day and time for the
delivery—delivery and settlement of sSecurities traded or
reported on the Exchange’s stock market-maintained-by-the
Exchange.

A contract for the future delivery of securities at a pre-
determined price and date.

Same meaning as in the Capital Markets and Services Act.

means—aA holder of a fund -manager'srepresentative’s
licenceCapital Markets Services Representative’s Licence for
Fund Management.

representative’s licence

futures-brokerFutures Broker

futures broker's licence

futures-broker’s
representativeFutures
Broker’'s Representative
futuresbroker's

: . :

means-aA holder of a futures-broker's-licenceCapital Markets
Services Licence for Trading in Futures Contracts.

Comment [B39]: This term is no longer used
in these Rules. The term Capital Markets
Services Representative’s Licence for Fund
Management is used instead.

means—a-A _holder of a futures broker'srepresentative’s

Comment [B40]: This term is no longer used
in these Rules. The term Capital Markets
Services Licence for Futures Contract is used.

licenceCapital Markets Services Representative’s Licence for
Trading in Futures Contracts.

Comment [B41]: This term is no longer used
in these Rules. The term Capital Markets
Services Representative’s Licence is used
instead.

29 December, 2010




Chapter 1 — Definitions and Related Provisions

AGH ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, _ - - 7| Comment [B42]: The term is no longer used
in these Rules. The term “Trading in Futures
business-rulesFutures Same shall-have-the-same-meaning as is-aseribed-therete-in Contracts” is used instead.
Exchange Business Rules paragraphs (b) and (e) (in so far as the same relates to an

approved clearing house providing clearing house facilities in
relation to futures contracts and an exchange holding
company of a futures exchange) and (d) of the definition of
‘rules’ eentained-in Section 2(1) of the Capital Markets and

Services Act.
Futures Contract Same meaning as in the Capital Markets and Services Act.
Futures Exchangel A body corporate approved as a futures exchange under the __ - - comment [B43]: To avoid confusion, to
Capital Markets and Services Act. change this reference to “Futures Exchange”
instead of the “exchange company”.

Group_Level shall-bear-the-same-In relation to outsourcing of Supervisory
Functions same meaning as is—aseribed—thereto—in the
Commission’s _requirements on the performance of
Supervisory Functions at group level for capital market

intermediariesGuidelines-en-Supervisery-Functions.

W*hese%meﬂ ,,,,,,,,,,,,,,,,,,,,,,, _ — - 7| Comment [B44]: References will be made to
Directives instead of Guidelines in these Rules.
IGuidelines-onExchange means-the Guidelines-on-Exchange Traded-Funds-issued-by See definition of Directives above.

_ — — 7| Comment [B45]: In line with principles-based
rules and in order to keep these Rules flexible,
we are doing away with naming the specific

PPN 3 PSTORT: : + : guidelines applicable. Instead, we will state the
Gwde_llnes on Back Office Gum_lellnes on Outsour_cmq of Back Office Functions for A e e e S
Functions Capital Market Intermediaries. must be complied with.

Guidelines on Investment means-the-Guidelines on Investment Banks jointly issued by

Banks the Central Bank and the Commission,—including—all

Guidelines on Supervisory  Guidelines _on_Performance_of Supervision Functions_at - {cOmment [B46]: Same comment as above ]
Functions Group Level for Capital Market Intermediaries.

Wﬁeﬂ{s‘er—smes‘m‘me‘e@{ 777777777777 _ _ — -| Comment [B47]: Same comment as in the
definition of “Guidelines on Exchange Traded
IGuidelines-on-Supervisory means—the “Guidelines—onPerformance —of - Supervisory Funds".
W%ma%b%ued‘me‘eﬁndeﬂ ,,,,,,,,,,,,, _ _ — -| Comment [B48]: Same comment as in the
definition of “Guidelines on Exchange Traded
Heads means-Head of Dealing, Head of Operations and Head of Funds”.

Compliance and a “Head” shall-mean-means any one of the
these Heads.

Head Group Compliance means-The ‘head of compliance’ referred to in the guidelines
issued by the Commission on the performance of

29 December, 2010
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Supervisory Functions at a Group Level for capital market

intermediariesGuidelines-en-Supervisery-Functions.

Head of Compliance means—the—A person who a Participating Organisation

appoints under Rule 307.1(1)isrespensible-for-all-compliance
F ST A

Head of Dealing| means-a-A person who_a Participating Organisation appoints

under Rule 305.1(1). —

lnvestmentBank lnvestmentBanksandwho—

Banks-and-these Rules:

Head of Operations means-a-A person who_a Participating Organisation appoints
under Rule 306.1(1).

: . : : . |

interestin-seeuritiesInterest in  shall—-have—the—same—Same meaning as is—assighed—to—it

29 December, 2010

defined Head of Compliance. We have defined

_ - - 7| Comment [B49]: Unnecessary. We have
Investment Bank. This will suffice.

_ — — | Comment [B50]: The requirements of a Head
of Dealing are now in Rule [305.1(1)].

|

_ — — | Comment [B51]: Unnecessary. We have
defined Head of Dealing. We have defined
Investment Bank. This will suffice.

defined Head of Operations. We have defined

_ — — 7| Comment [B52]: Unnecessary. We have
Investment Bank. This will suffice.

~ -1 Comment [B53]: Doing away with Immediate
Basis Contracts as no contracts are currently
traded on an immediate basis. As such there is
no utility in maintaining Immediate Basis
Contracts.
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Securities

Internal Guidelines for
Permitted Short Selling.

Investment Bank

lrvestmentBank Capital
Adequacy Framework

Issuer

Chapter 1 — Definitions and Related Provisions

under-Seetion-4-of-in the Capital Markets and Services Act.

setting out the Market Maker’s internal policies, procedures, _
controls and requirements in relation to Permitted Short
Selling activities to ensure strict compliance with laws and
these Rules including any regulations, directives, guidelines
and rulings issued thereunder-under the laws or these Rules

in relation to Permitted Short Selling.

means—an—An_Investment Bank as—referred to under the
Guidelines on Investment Banks Guidelines—en—tnavestment
Banks-and which—is—registered-admitted as a Participating
Organisation ef-the-Exchange-in-accordance-with-under Rule
301.2.302 unless the context otherwise permits.

shall-have-the-same-Same meaning as i

reslon s
under—Seetion—2(1)-of-in_the Capital Markets and Services
Act.

LLast Done Price|

Licensed Institution

Listing Requirements

LodgementDate

LLower Limit Price|

Same meaning as in the BAFIA. ,

The rules governing the listing of securities and /
regulation of listed Issuer seeurities—on the main—beard;
—Main Market and ACE /

Means-the-The lowest price at which the sSecurities can be

traded from a Reference Price, in—a—trading—sessien—as
stipulated by the Exchange.

29 December, 2010

/ Comment [B63]: Unnecessary as Rule

Comment [B54]: Previously in Rule 704.1(1).
Deleted as the requirement will be in the PO
Manual.

= {Comment [B55]: Previously in Chapter 3A ]

-~ -| Comment [B56]: This term is no longer used
in these Rules as Investment Bank Capital
Adequacy Framework is based on the Risk
Weighted Capital Ratio and it is sufficient to
refer to the Risk Weighted Capital Ratio that is
defined in Rule 1301.2.

-~ -| Comment [B57]: Moved above to define the
term “Commission’s Licensing Handbook”.

_ {Comment [B58]: Previously in Rule 701.1(1). ]

— 7 Comment [B59]: This is taken from the
definition stated in the previous rule 701.1

Comment [B60]: This term is used in Chapter
5 in relation to clients’ assets and the DR
/| Security Deposit.

{Comment [B62]: MESDAQ Market and }

second board is no longer applicable.

/| 101.2(3) states amongst other things that a
reference to a rule of the Exchange is to that
rule so amended, supplemented, consolidated
or substituted. This definition will be further
amended upon the amendments to the Listing
Requirements for the consolidation of the main
board and second board coming into effect.

Comment [B61]: This def is equivalent to
Book Closing Date. Should be redrafted or opt
for either one.

~ -1 Comment [B64]: Previously in Rule 701.1(1).
The words ‘trading session’ are removed. This

will be reflected in the directives prescribing the
lower upper limit price and the lower limit price.
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Main Market

Margin Financing

market-dayMarket Day

Market Maket

mMarket mMaking

Member Company

IMESBAQ-and/or MESBAQ
Market

Minimum Paid--Up Capital

Minimum Shareholders’
Funds

Chapter 1 — Definitions and Related Provisions

The Exchange's stock market referred to under the Main
Market Listing Requirements

_means—the_The aggregate amount of cash and collateral __ - -{ comment [B65]: Previously, defined in Rule
deposited into a elients—margin—acecount—Client's Margin 703.1(1).

Account but excludes sSecurities which-that are purchased
and carried in his-the Client's Margin Accountrmargin-aceount.

to-be-opened-and-maintained-by-aclient The account a Client 1105.1(1). Moved here as “Margin Account” is

maintains _with _a Participating Organisation for Margin defined in the definition of “Margin” above.

Financin fepm&purpeseeﬁdeaerkseeume&parsem&e\ Comment [Bursa67]: Deleted as Margin
margin financing facility made available by the Participating Financing Facility is defined to mention the
B e

= w Comment [B66]: Previously, defined in Rule

types of securities allowed to be traded.

n—relaton—to—a—Participating—Organisation,—means— aA
financing that a faeility-the-Participating Organisation makes

made-available-by-the Participating-Organisation-provides to

a ehem—Chent under Rule 708.2 #er—tradmg—exelﬁswely—m

W%%%H%M it o _________ _ — - 7| Comment [B68]: Amendment made for
consistency between the definition of Margin
Financing Facility and Rule 703.3(1).

means—a—A day on which the Exchange's stock market
maintained-by-the-Exchange-is open for trading in securities.

= {Comment [B69]: Previously in Chapter 3A J

The act of {Comment [B70]: Previously in Chapter 3A J

entering bid and offer prices in the order book maintained in
the ATS for a Specified Security based on the requirements

stipulated by the Exchange.-in-Rule-303A-1(1).
means—a—A—Direet—Business—Transaction—reporied—to—the . ‘[Comment [B71]: Deleted as this terminology }

is no longer used in the Rules.

A Participating Organisation who was a member of the
Exchange Holding Company prior to the demutualisation of
the Exchange Holding Company under the Demutualisation
Act.

_ — — | Comment [B72]: The term MESDAQ market
is no longer used.

means-the-The minimum paid--up capital specified in Rule
1101.11302.1(1).

The minimum shareholders’ funds unimpaired by losses

specified in Rule 1302.1(1).

29 December, 2010
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No Cancellation Range
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Executive Director

Non-Universal Broker

Odd Lot

Off-Balance Sheet
Transactions
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Chapter 1 — Definitions and Related Provisions

means-the-The Minister
responsibility-responsible for finance_in Malaysia.

iln relation to an aApproved sSecurities means the quantity
of an aApproved sSecurities short sold on a mMarket dDay in
accordance with Rule 764803 but which have yet to be
closed off by subsequent purchases of sSecurities falling
within the same class of sSecurities as the aApproved
sSecurities short sold and executed on the same mMarket
dDay that the aApproved sSecurities was short sold.

The Rules of Bursa Malaysia Securities Bhd in force from the
Effective Date.

means—tThe range of prices specified in the table below
where the Exchange will not cancel a eContract arising from
a mistake made by a Participating Organisation as stipulated
under Rule601-2B_ 801.10. In relation to sSecurities
denominated in foreign currency, the range of prices stated
below will equally apply but denominated in the foreign
currency in which the sSecurities are quoted and traded in.

Prevailing No Cancellation Range
Price (RM)

Below 0.50 | Between RM 0.075 below the Prevailing
Price and RM 0.075 above the Prevailing
Price.

Between Between RM 0.15 below the Prevailing
0,50 and | Price and RM 0.15 above the Prevailing
1.00 Price.

Above 1.00 | Between the price 15% below the
Prevailing Price and the price 15% above
the Prevailing Price.

means—aA non-executive directer-Director of a Participating

Organisation. and-who-is-not-an-employee-of a-Participating
Organisation:

means—a—A Participating Organisation which-that is not a
Universal Broker and includes an Eligible Non-Universal
Broker and Special Scheme Broker.

In relation to any sSecurities quoted on the Official List,
means any number of such sSecurities which-that is less
than the number of sSecurities preseribed-by-the Exchange
determines as a board-letBoard Lot.

include-Includes:

(@) uncalled amounts on securities, options, other
contingent liabilities and capital commitments (whether
secured or not); and

(b) all assets pledged as secunty, forward purchase/_or
sale contracts (other than in securities),—which—is

prohibited),

29 December, 2010
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Official List

Old Rules

e0n-mMarket tTransaction

On-Market Married
Transaction

(Opening Price|

Outstanding Balance]

Participantship

Participating Dealer

Chapter 1 — Definitions and Related Provisions

(c) futures contracts and other commitments that
contractually obliges a Participating Organisation to
perform certain actions which—that are transacted
outside the ATS,

but shall—net—include—excludes underwriting or sub-

underwriting which-that are required to be reported under

Capital Adequacy Requirements.

means-the-The officiallist of sSecurities which—that:

(a) have-has been admitted by the Exchange and have
has not been removed by the Exchangefrom-that-list;
andfor

(b) are quoted and traded on the Exchange,-subject-to

or both.

The Rules of Bursa Malaysia Securities Bhd in force prior to
the Effective Date.

means-eitheraA transaction whiech-that is concluded by way

of. automatic

(a) automated erder—matching_of orders entered into the
order book maintained in the ATS, in accordance with
Rule 701.8801.3 or

(b) a transaction whieh-that is concluded in accordance with
Rule 701.8A801.12.

Means-a-A match of a buy order to a sell order for the same
price and quantity made by the same Participating
Organisation simultaneously entering and executing the buy
and sell orders into the ATS in accordance with Rule
#61.8A801.12 between:

(a) two Clients of the same Participating Organisation; or
(b) a Participating Organisation and its Client.

means-the-The amount owed by a elient-Client in his-margin
account-the Client's Margin Account arising from his—the
Client’s transactions in sSecurities, including all commission
charges, interest, expenses and all other related expenses
before deducting any cash deposited by him-the Client as

rmargirMargin.

Means—being—Being a Participating Organisation of the
Exchange.

for the purposes of these Rules, has the same Same
meaning as is-assighed-to-that-expression-in the guidelines

on Exchange  Traded Funds  issued by the

29 December, 2010

- {Comment [B73]: Previously in Rule 701.1(1). ]

1

Comment [B74]: Previously, the definition of
“Outstanding Balance” in Rule 703.1(1).

)




Participating Organisation

Permitted Short Selling

Prevailing Price

principal-officePrincipal Office

propretary )
aceceuntsProprietary Account

Proprietary Day Trader]

lpublic-helidayPublic Holiday|

R/R-18-6+2005

Ready Basis Contract

recognised stock exchange

Recognised Stock Exchange

Chapter 1 — Definitions and Related Provisions

CommissionGuidelines-on-Exchange-Fraded-Funds.

means—a-A _company which-that carries on the business of
dealing-in-seeurities-trading in Securities on the Exchange’s
stock market and is admitted as afer—the—time—being

recognised-as a Participating Organisation of-the-Exchange
under_in—accordance—with-the—provisions—of-Rule 301.2302

and includes aII the Partlcmatlnq Organisation’s Branch

Offices.

Services (Non-Application of Subsection 98(1))(Exchange
Traded Funds) Order 2009.

mMeans-the-The reference price used to establish the “No
Cancellation Range” and the reference price is the Last Done
Price or any other price the Exchange deems fit, prior to and
on the same trading session that the mistake as described in
Rule 661.2B801.10 is made by the Participating
Organisation.

means-the-The principal office approved and-recognised-by
the Commission as a-the principal office of a Participating
Organisation. erin-In the case of an Investment Bank, the

principal office approved and-recognised-by the Central Bank
as the principal office of an Investment Bank.

means—A trading accounts which—recerd—transactions—in
seeurities-_opened by a Participating Organisations trading-as
prineipals-for the Participating Organisation’s own trades.

A_Dealer's Representative _a _Participating _Organisation

engages to execute Day Trading on the Participating
Organisation’s behalf.

time for buvlnq or_selling of Securities are as stipulated in
Schedule 3Scheduled— Delivery—Time—and-—Scheduled
Settlement Time for buying or selling of securities are as
stipulated-at Schedule 2A.

means—

(@) a-A body corporate which-has-been-approved by the
Minister under Section 8(2) of the Capital Markets and
Services Act; or

(b) a-A foreign stock exchange the Exchange declares

declaredby—the—Exchange-to be a recognised-stock
exchangeRecognised Stock Exchange.

29 December, 2010

_— -~ Comment [B76]: To make it clear that a

reference to a PO would include all the PO’s
branch offices. So that it is clear that these
Rules would apply equally to all offices of the
PO, principle or branch offices.

h ‘[Comment [B75]: Previously in Chapter 3A J

_— -~ Comment [B77]: Introducing a new definition

of Proprietary Day Trader consequent to
incorporating the requirements of a PDT from
R/R 17 of 2006 into these Rules.

= ‘[Comment [B78]: Previously in Rule 701.1(1). J

- 7| Comment [B79]: Amendments made in line
with consistency with the drafting in Chapter 9.
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Record

Record of Depositors

Reference Price|

Register

s _
person{s)Reaqistered
OfficersPerson

Regulated

Chapter 1 — Definitions and Related Provisions

Same meaning as in Capital Markets and Services Act

shall-have—the-Same meaning as is—assigned-to—it-in the
Depository Rules.

(@) eExcept for the situations enumeratedstipulated in
paragraph (b) below, the Last Done Price of Securities
the-

(i) __in the previous trading session; or
(i) ___in the event no trade in-respect-of-the-of such

sSecurities was effected on the previous trading
session, of-the last trading session in which
trades were effected; or

(b) if for twe—(2) consecutive trading sessions of ene—{1)

market-dayMarket Day, no trading has been done for
a particular sSecurities:—-

(i) the Upper Limit Price at market close, if there is
an order to buy at the Upper Limit Price and itthe

Upper Limit Price is greater than the last
Reference Price; or

(i) the Lower Limit Price at market close, if there is
an order to sell at the Lower Limit Price and itthe
Lower Limit Price is less than the last Reference
Price; or

(c) for sSecurities quoted ex-entittement, as the

Exchange determinesdetermined-by-the-Exchange-; or

(d) for sSecurities whichthat have been approved by the
Exchange for listing and quotation on the Official List,
on the first day of their listing and quotation, the issue
or offer price of such sSecurities_or any other price as
determined by the Exchange-; or

(e) in any other circumstances, as the Exchange
determinesdetermined-by-the-Exchange.

means—sueh—The list—register or roll of Participating
Organisations and Rregistered pPerson(s) keptby- or such

A

Comment [B80]: Previously in Rule 701.1(1). J

keeps.

A Persons_stipulated under Rule

302.1(1), ether—than—a—Participating—Organisation—who—are
reguired—to—be— who is registered by—with the Exchange.
purstantto-these-Rules:

means-the-The selling of aApproved sSecurities where the

29 December, 2010

=

Comment [B81]: For consistency with Rule
204.1
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sShort sSelling

Retail Clients

Related Corporation

Salaried Dealer’s
Representative

ISBL Agreement
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seller does not, at the time of the execution of the sale, have
an exercisable and unconditional right to vest such
sSecurities in the purchaser but has, prior to the execution of
the sale, borrowed the aApproved sSecurities or obtained
confirmation from an Authorised SBL Participant that the
Authorised SBL Participant has the aApproved sSecurities
available to lend, pursuant to a SBL Agreement as will
enable delivery of the same to be made to the purchaser
under the said sale, in accordance with the Rules relating to
delivery and settlement in Chapter—89, and "“rRegulated
sShort sSale" means the sale relating to the same.

Clients of a Participating Organisation who carry out Retail
Trades as defined in Rule 1101.1.

Same meaning as ‘related corporation’ under section 6 in the

|

Companies Act.

means-a-dealersrepresentative-A Dealer's Representative a
Participating Organisation employs whe—is—employed-by—a
Participating-Organisation-on a salaried basis.

Securities

Securities Account

Securities Commission Act

Securities Industry (Central
Depositories) Act

Securities Laws|

Securities as defined in the Capita Markets and Services Act
which are listed or guoted on the stock market of the

Exchange,

Same meaning_as _in_the_Securities Industry (Central

Depositories) Act.
means-the-Securities Commission Act 1993.

means—the—Securities Industry (Central Depositories) Act
1991.

Services Act, Securities Industry (Central Depositories) Act,
Securities Commission Act and any written notices, circulars
or_guidelines the Commission issues pursuant to any of the
above mentioned Acts.

29 December, 2010

B {Comment [B82]: Previously in Rule 704.1(1). ]

Comment [B83]: To have this definition in
Chapter 1 of the Rules instead of having it in
various parts of the Rules e.g. previous
Rule1105.8(3)(d)(ii).

Comment [B84]: This term is no longer used
in these Rules.

-

Comment [B85]: Previously in Rule 704.1(1).

=

Comment [B86]: This term is no longer used
in these Rules.

i

Comment [B87]: This term is no longer used
in these Rules.

7

Comment [B88]: To include a new definition
of “Securities Account” for consistency with
SICDA.

N

Comment [B89]: Amendment made to include
SC'’s guidelines.

|
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Special Scheme Broker

ISpecified Security|

Supervisory Functions

1=

these Rules

Position

tradeable-balanceTradeable
Balance

rading CIer&

rading in Futures Contracts|

Chapter 1 — Definitions and Related Provisions

shall-have-the-same-Same meaning as is-aseribed-thereto-in
the—}l:}eensﬂng—H&ndbeek Commission’s Licensing Handbook.

available for mMarket mMaking.

A Participating Organisation_that has not complied with the

\
\

Commission’s policy framework for stockbroking industry ~-

consolidation.

shall-bearthe-same-Same meaning as is-aseribed-thereto-in
the Commission’s requirements on supervisory functions at
Group Level for capital market intermediariesGuidelines—on

In relation to:-

a) On-Market Transaction, the day that the On-Market
Transaction is done on ATS; and

b) Direct Business Transaction, the day the Direct Business
Transaction is reported to the Exchange in accordance
with Chapter 10; and

means-tThese Rules of Bursa Malaysia Securities Berhad.

of s§ecurltles as stipulated by the Exchange.

inln relation to an Approved Securities,

means-the total quantity of an appreved-seeurities-Approved
Securities short sold in accordance with Rule-704803.

B e e

(a) Securities marked as “free” in the seller’'s Securities
Account or

(b) Securities that are due to be delivered to a seller’s

Securities Account pursuant to an outstanding
purchase Contract.

A trading clerk referred to in Rule 502.3.

Same meaning as in the Capital Markets and Services Act.

Trading Loss

Universal Broker

In relation to Rule-601-2B{2)801. 10(2), means the difference
between the value of the trade if executed based on the
Prevailing Price and the value of the trade executed arising
from the mistake by the Participating Organisation as
described in Rule-664-2B801.10.

means-a-A Participating Organisation which-that has:—

(a) merged with or acquired ;as-the-case-may-bethree
{3} or more ether—former—Member Company(ies)

29 December, 2010

Comment [B91]: In line with principles-based
rules and in order to keep these Rules flexible,
we are no longer naming the specific guidelines
applicable. Instead, we will state the principle
that the Commission’s requirements must be
complied with.

{Comment [B90]: Previously in Chapter 3A ]

Comment [B92]: Introducing the definition for
Standalone Broker for the purpose of Rule
301.2(5).

= {Comment [B93]: Previously in Rule 701.1(1). }

- {Comment [B94]: Previously in Rule 704.1(1). J

Comment [B95]: Including the definition of
Trading Clerk into this definitions section. This
definition is derived largely from previous Rule
311.1(2)(b).

Comment [B96]: Introducing the definition of
the term “Trading in Futures Contracts” which is
used in these Rules.
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andfor-Participating Organisations_or both;

(b) fulfilled the necessary qualifying criteria from-time—to
time—stipulated by the Commission andier—the
Exchange—to the satisfaction of the Commission
and/or-the Exchange; and

(c) been approved in writing by the Commission to be a

Universal Broker.

Upper Limit Price ~ Means-the The h

traded from a Reference Price in—a—trading—session— as
stipulated by the Exchange.

VWAP means-the-The volume weighted average price of a particular

sSecurities calculated as follows:

the total value of sSecurities transacted during a particular
period of time (“the period”)

the total number of sSecurities transacted
during the period
Worst Case scenario ~__inln_relation to Off-Balance Sheet Transactiol
assessment and determination of Worst Case scenario shal
will include;—witheut-limitation; consideration of:-the-fellowing

(a) the assumption that the Off-Balance Sheet

Transaction(s) will be fully exercised,;
(b) any corresponding obligation with, or by, a third party
to buy; or as—the—case—may—be—sell the same
underlying securities may be taken into account only
to the extent that there is collateral provided by such
third party; and

such other considerations or assumptions as the
Exchange may from-time-to-time-stipulate.

RULE-101.2 INTERPRETATIONInterpretation
(1) Unless the context requires otherwise, terms not defined in these Rules have the same

meaning as in the:

19 29 December, 2010

Comment [B97]: Previously in Rule 701.1(1).
The words ‘trading session’ are removed. This
will be reflected in the directives prescribing the
upper limit price and the lower limit price.

inln relation to Off-Balance Sheet Transaction(s), the - {cOmment [B98]: Previously, in Rule 602.1(2). ]

Comment [B99]: Moved to Rule 101.2 as it is
more appropriate under the heading of
“interpretation” rather than “definitions”.

Comment [B100]: Moved to Rule 101.2 as it
is more appropriate under the heading of
“interpretation” rather than “definitions”.

Comment [B101]: Previously, Rule 101.1(2).
It is more appropriate for this rule to be under
this heading. This rule has been amended in
line with plain language drafting
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[E) Capital Markets and Services Act;
(b) Securities Industry (Central Depositories) Act;
(c) Securities Commission Act; or

(d) Companies Act.

_ - - 7| Comment [B102]: Addressed in Rules
101.2(2) and (3) below. Split into 2 different

@) A _reference to a statute is to that statute so modified, re-enacted or consolidated and rules to simplify the rule.
includes regulations, rules or other statutory instruments made under that statute. "~ 4 comment [B103]: With reference to the
period Rule 101.2(2) above, a statutory
3) A reference to a rule, directive, guideline or requirement of the Exchange, Exchange Holding provision stems from the relevant statute. As

this rule already addresses statutes, it is
unnecessary to specifically provide for a
statutory provision.

Company, Depository, Clearing House, the Commission or the Central Bank or other relevant
party is to that rule, directive, quideline or requirement so amended, supplemented,
consolidated or substituted.

{ay——words-imperting-the-The singular rumber-shal-inelude-includes the plural and vice
versa:,

_ — — | Comment [B104]: Unnecessary as the Rules
avoid specifying gender.

(6) {d)——a—reference-to-A reference to writing shall-be-deemed-to-include-includes any mode
of representing or reproducing letters, figures or marks in a visible form.

(37)  In-these-Rulesthe-abbreviation-A reference to "RM" or "Ringgit Malaysia" is to Malaysian
means-the-lawful-currency-ef- Malaysia.

(48)  Where-If a word or phrase is given-a-defined meaning-in these Rules, any other grammatical
form in respect of such word or phrase has a corresponding meaning.

_ — - | Comment [B105]: To clarify that a reference
A reference to a rule, chapter, schedule or to a rule, chapter, schedule or appendix in these

appendix is to the relevant rule, chapter, schedule and appendix to these Rules. Rules is to the relevant rule, chapter, schedule
and appendix to these Rules.

_ — — | Comment [B106]: Covered under Rule
101.2(9) above

(IIED ,,,,,,,,,,, H f,‘@CjII] S,a,n,d,s,up ,hqu,m,g,s, i these }E res-are. 'D§e,rt,eg ij,CPD\LeDLeDQeT Qf? —=- {Comment [B107]: Plain language drafting J
reference only and shall-does not affect the interpretation and construction of the previsien
thereinrule. , Comment [B108]: Market Day is defined in
— »" | Rule 101.1(1). The inclusion of this rule is to
. ’ clarify that a reference to a day is to a calendar
(11) __ Areference to a day or month is to a calendar day or calendar month. / day.fy g
. . . . _ - | Comment [B109]: To clarify that a reference
(12) A reference to a time of day is a reference to Malaysian tme. x W {1 2 7 G Gy (5 2 e @ [l Ewaie
time.

20 29 December, 2010
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(13) A reference to an "employee” in these Rules includes Executive Directors of the Participating - -{ comment [B110]: Previously Rule 101.1(3).
Organisation, unless stated-otherwise. It is more appropriate for this rule to be under
this heading. This rule has been amended in
(814) Any-A reference in-these—Rules—to “suspend” or “suspension” in relation to the trading of linciwifipianllangiageldrating

sSecurities, shall—where the context permits, be—eenstrued—to—includes “forbidden”,
“interrupted”, “reserved”, “suspended” or “frozen” as referred to in Rule 761.5B 801.4.

(15) A reference to ‘trade’ or ‘transaction’ means a contract to buy or sell Securities as permitted in
these Rules.

21 29 December, 2010
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RULE 102 APPLICATION AND EFFECT OF THESERULES _ _ - -| Comment [B111]: To set out clearly the basis
under which a PO or Registered Person is
bound by these Rules.

102.1 _Rules of the Exchange

(1) These Rules must be read together with:

(@ the Directives;

(b) the Capital Markets and Services Act;

(©) the Commission’s requirements applicable to Participating Organisations or
Reqistered Person(s);

(d) any other laws or requirements of any relevant authority applicable to Participating
Organisations or Registered Person(s).

102.2 Binding effect of Rules

(1) These Rules are binding on Participating Organisations and Registered Person(s) in the
manner set out in:

(a section 354(2) of the Capital Markets and Services Act; and

(b) Rule 102.3.

102.3 _Covenants to observe Rules

8} These Rules have the effect of a contract between:

[€) the Exchange and Participating Organisations under which each Participating
Organisation covenants with the Exchange to observe these Rules and the Directives
and to perform the obligations that these Rules and the Directives purport to impose
on the Participating Organisation in the manner set out by these Rules and the
Directives; and

(b) the Exchange and Registered Person(s) under which each Registered Person(s)
covenants with the Exchange to observe these Rules and the Directives and to
perform the obligations that these Rules and the Directives purport to impose on the
Registered Person(s), in the manner provided by these Rules and the Directives.

[L02.4 InvestmentBanks __— { comment [B112]: (Previously Rule 301A.1.
Moved here as this rule should apply across the
(2) Where-If _a provision in this-Chapter-these Rules is expressed to be inapplicable to an Poaﬂli tcé ;he tRU|3eS as opposed to the provisions
Investment Bank_or a Registered Person(s) of an Investment Bank, the it shall-be-substituted in only hapter 3.

with-the-relevant requirements previsions-in the Guidelines on Investment Banks and/er any

other requirements-ef the-Central-Bank-pertaining-to- the Central Bank specifies on the matter
the-same—(“the Relevant Guidelines and Requirements”)_will apply instead. The Relevant
Guidelines and Requirements will shal-be deemed to be part of these Rules.

22 29 December, 2010
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RULE 1032 REEATED——PROWISIONSTRANSITIONAL
PROVISIONS

RULE-1023.1 TRANSIHONAL—PROVISIONSTransitional provisions in_relation to the
Conversion Date

not been expelled from membership of Exchange hHolding eCompany immediately prior to
the eConversion dDate-shal-be-deemed-to-be-is deemed a Participating Organisation_under
these Rules until it ceases to be a Participating Organisation in accordance with these Rules

and shaII contlnue to be bound by these Rules and DIFeCtIVGSaHy—FH—lES—mFEGWes—g—H&deHHES

capacity as a mMember_Company of the Exchange helding-company-Holding Comr_)any in
any undertaking, declaration, indemnity or other document hewseever-called,-given-er-done
by—or-to-the—Exchange-holding—company-shall-are beconstrued-—as-references to the

Participating Organisation.

(23) For the avoidance of doubt;-a
Act:-

€) these Rules;

(b) all privileges, obligations and liabilities acerdved—to—or—incurred—by—of a person
(including witheut—limitation—a  Participating Organisation and/er Dealer’s

Representative) prior to the conversion-dateConversion Date; and

(c) all registrations made and approvals made-or-granted to a person (including without
limitation—a Participating Organisation and/er Dealer's Representative) which-that
were valid immediately prior to the cenversion-dateConversion Date,

shall-continue to be valid and binding on that person unless these Rules specify otherwise
B et

(34) Unless these Rules or the Exchange provides otherwise

from-tine—to-time—applicable-and/or—effective-applicable prior to to the conversion date
Conversion Date shall-continue-to-apphy-to-cases-n-which-to a disciplinary action has
been-instituted againsta-Participatng-Organisation-orregistered-persen{s)i-in-itsthis
capacity—as—a—member—of theExchange—helding—company—under the Exchange
Holding Company’s rules prior to the eonversion-date-Conversion Date.including-that

The previous disciplinary rules and procedures
will also apply to an appeal against a decision on a disciplinary action instituted prior
to the Conversion Date;

(b) The Exchange may institute disciplinary action for a breach of the breachesandlor -

defaults of the rules, directives, guidelines and circulars of the Exchange holding
eempan%Holqu Companys rules or Dlrectlves commltted trem—ttme—te—ttme

the eenve#sten#ateConversmn Date |f no feewme#dlsmphnary act| on has n%been

|nst|tuted

Rutes The Exchanqe mav applv the relevant procedures under these Rules in this

disciplinary action.

23 29 December, 2010

A

A

=

Comment [B113]: Plain language drafting

)

Comment [B114]: Plain language drafting

)

Comment [B115]: Plain language drafting

)

Comment [B116]: To do away with
redundancy, it is unnecessary to state the
following:

(1) “from time to time applicable and/or
effective” — it is sufficient to say rules applicable
prior to the Conversion Date

(2) “against a PO or Registered Person in his
capacity as a member of the Exchange Holding
Company” — it is clear that what is meant here is
disciplinary action instituted under the
Exchange Holding Company’s rules

{

Comment [B117]: The comment in [B22]
applies equally here.
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Any act or thing done by a Participating Organisation or a Registered Person(s) under erfor

the—pu{-peses—ef—any—p#ewsmn—ef—the Exchanqe Holdlnq Companvs rules or Dlrectlves

eenvemen#a&&Conversmn Date shau—havehas effect from the eenve.tsaewdat&Conversmn
Date as if it-the act or thing had been done under erfor-the-purpeses-of-the corresponding

provision of these Rules.

(@ the making of a determination or the passing of a resolutions;;
(b) the granting or exercise of a power (including delegated power);;
(c) the execution of a document; or

(d) the appointment or removal of any person from any office or position.

All Dlrectlve§J i

guidelines-issued by way-of cireulars-by-the Exchange helding-Holding eCompany prior to the s~
conversion-date-Conversion Date shall-insofar-as they-are notinconsistent with-these Rules;

contlnue in force |nsofar as these Dlrectlves are not |ncon5|stent Wlth these Ruleslumu

103.2 _Transitional Provisions in relation to the Old Rules
(1) TheNew Rules do not affect,
(@ the accrued rights of the Exchange under the Old Rules;
(b) the accrued obligations of Participating Organisations and Registered Person(s)
under the Old Rules;
() the right of the Exchange to take any action for breaches under the Old Rules
discovered after the New Rules come into effect;
(d) the right of the Exchange to continue with any action initiated under the Old Rules
after the New Rules come into effect; and
(e) any conditions, undertakings, decisions, waivers, act or thing imposed on or given by
or done by the Participating Organisations and Registered Person(s) under the Old
Rules.
(2) It the Exchange initiates any disciplinary action on and after the Effective Date for breaches
which occurred under the Old Rules, the following applies:
(@ the Exchange can apply the relevant rules and procedures relating to disciplinary
matters under the New Rules;and
(b) the Exchange can apply the relevant penalties under the New Rules.
(3) [The| Exchange can apply the rules, procedures, and penalties of the Old Rulesto;
(@ disciplinary actions which was initiated prior to the Effective Date;
(b) appeals made prior to the Effective Date; or
(c) appeals made on or after the Effective Date in relation to disciplinary actions initiated
or taken prior to the Effective Date.
24 29 December, 2010

= {Comment [B118]: Plain language drafting

)

= ‘[Comment [B119]: Plain language drafting

)

Comment [B120]: “Directives” is sufficient as
this term is defined in Rule 101.1(1) to mean
requirements the Exchange specifies and this
includes regulations and guidelines issued by
way of circulars by the Exchange Holding
Company.

Comment [B121]: Unnecessary to include
these words. It is a given that that the Directives
will continue in force until amended, revoked or
replaced by rules issued after the Conversion
Date

Comment [B122]: The rule provides for any
rights that the exchange has under the old
rules, any obligations that a PO and registered
Person owes to the exchange under the old
rules and anything given and committed to
under the old rules to continue to apply under
the New Rules.

Comment [B123]: For breaches of the Old
Rules taken after the New Rules come into
effect, the exchange will apply the procedures
and penalties under the New Rules.

Comment [B124]: The procedures and
penalties of the Old Rules will continue to apply
after the New Rules come into effect for
disciplinary actions and appeals commenced
under the Old Rules and not completed when
the New Rules come into effect. The
procedures and penalties of the Old Rules will
also apply to appeals taken after the New Rules
come into effect but in relation to disciplinary
action taken under the Old Rules.
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(4) The reference to "any act or thing " in this Rule has the same meaning as stated under Rule

103.1(6).

25 29 December, 2010
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RULE 104 NOTICES

RULE 1024.12 NOTICESNotices

m

26

in writing: and-sent

(@ to the address and/or facsimile number (or both) of the addressee as-contained in the
records of the Exchange; or

(b) lusing any other mode of giving notice_the Exchange thinks fit, including electronic -

mail, other electronic means and advertisement in newspapers.

IheLA notice g|ven paFty—gMﬂg—any—neﬂe&under these Rules is regarded as shallregard-such

(b) if sent by post within Peninsula Malaysia, on the 3" mMarket dDay after posting;

(bo)

if sent by air mail to Sabah, Sarawak or outside Malaysia, on the 5" mMarket dDay
after posting;

if sent by courier, on the 2" mMarket dDay after despatch; and

(ed)

md}eatm(ﬁhaﬁhe%ransrmssrenwassueeessMat the time of transmission-; and

() if published in any public media, at the time of publication.

[End of Chapter]

29 December, 2010

= {Comment [B125]: Plain language drafting ]

Comment [B126]: To clarify that application
of this Rule

the Exchange may issue notices via other
modes,

amendments are in line with plain language

Comment [B128]: Unless otherwise stated,
drafting

‘{Comment [B127]: The addition is required as }

Comment [B129]: To cater for notices
delivered by hand.

= ‘[Comment [B130]: To cater for notices by }

electronic media e.g. email

published in any public media.

= ‘[Comment [B131]: To cater for notices }

Comment [B132]: Incorporated in Rule
104.1(1) above.
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Y)

Chapter 2 - Administration

CHAPTER 2  ADMINISTRATION

RULE 201

EXERGISELQJ;POWERS OF THE EXCHANGE

EXERCISE-OFPOWERSEXercise of powers

General-powers:—The Exchange may exercise all such powers and do all such acts and
things as may be exercised or done by the Exchange pursuant to the Securities Laws.

Description—of-powers:—Subject to the provisions of the Securities Laws, the Exchange

may exercise its powers in such manner and on such terms as it shall-deemconsiders

L -~ ‘{Comment [B1]: Amended due to plain

language drafting.

language drafting.

| = ‘{Comment [B2]: Amended due to plain

necessary or expedient and-which pewers-shall-includes;-without-limitation; the following —

@)

to make new rules—fer—the—erder—and—good—governance—of—theParticipating
L > i affairs:

(b) to add to, vary, repeal, enforce or waive any of these Rules or Directives;,
(©

these Rules
(d) to issue dDirectives—+ulings-er-guidelines—_for the purposes of or in connection with

any of these Rules, including any modifications theretoto the Directives;

(fe)

havmq reqard —to the splnt |ntent|on purpose and the substance of such Rules and

Directives, in a case of-any dispute erdifference-over interpretation of such Rules
and_-any-rulings;-directives-or-guidelinesDirectives;

(ef) _ to release any atits-absokstediscretion-information Ww,
Participating Organisation, the Participating Organisation’s or—rRegistered
person(s)iPerson or Clients to the Commission, Depository, Clearing House or any
other relevant body or authority (in Malaysia or outside of Malaysia)

as the Exchange considers fit;

(ha) to disclose the following information to the Participating Organisations and the

public-or-any other persons-as the Exchange considers fit:

=

Comment [B3]: Inserted to include Directives,
as the Exchange should be empowered to add,
vary, repeal, enforce or waive any of these rules
or Directives. Directives has been defined under
the revamp exercise to include any decision,
request or requirement the Exchange makes or
imposes pursuant to any act or thing done
pursuant to these Rules and any terms and
conditions imposed pursuant to any act or thing
pursuant to these Rules.

. with these Rules.

Comment [B4]: Deleted as rule 201.1(2)(d)
already empowers the Exchange to issue
directives for the purposes of or in connection

Comment [B5]: Inserted for completeness
purposes.

Comment [B6]: Deleted as the Exchange
already has the power to refuse registration in
Chapter 3.

Comment [B7]: Amended to clarify the
consideration taken by the Exchange in
interpreting these Rules and Directives.

B

Comment [B8]: Amended due to plain
language drafting.

Comment [B9]: Deleted as to enable the
exchange to release information to the relevant
bodies as the Exchange think fit without having
to first receive a request for such information.

Comment [B10]: Amended due to plain
language drafting and to enhance clarity.

(D en-the-without identifying the clientClient of the Participating Organisation to-
whom the information relates to, the volume and/or value of On-Market
Transactions seecurities—traded—on—the—Exchange—and Direct Business
Transactions transacted by all or any or each of the Participating
Organlsatlons or Market Maker(s) as—deﬂned—m—@h&ptet—i%,—m—sueh—manne#

iy

Person by the Exchange under these Rules;

29 December, 2010

Comment [B11]: Inserted to allow the
Exchange to disclose to the relevant person or
authority the disciplinary actions taken against
the PO or Registered Person. Disclosure by the
Exchange may include the name of the PO or
Registered Person.
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(h) {H———to grant, suspend or revoke the rights of any Participating Organisation or
rRegistered persen{s)Person;

0} to impose terms and conditions in relation to any decisions, approvals or act or thing
done by the Exchange in connection with these Rules at any time and to revoke,
vary or amend the terms and conditions at any time thereafter;

) to enforce the directions given by the Commission;

subraitprovide reports, information anefor documents to the Exchange in relation to
any matter under these Rules or Directives;

determined by the Exchange. The cost of the readiness audit will be borne by the
Participating Organisation;

) ___to undertake any further, ancillary or consequential action pursuant to_an initial
decision or action taken by the Exchange, Commission, Clearing House or
Depository in relation to a Participating Organisation, Registered Person or an

Issuer;

to exercise all such other powers as may be necessary for purposes of monitoring
compliance with and enforcement of these Rules_and Directives; anéd

(ar)

action) fer-the—purpese—of-maintaining—which in the opinion of the Exchanqe is

necessary for the existence or maintenance of an orderly and fair steek market; and

to exercise all such other powers as may be necessary for the performance of its
functions as a stock exchange pursuant to the Capital Markets and Services Act,

(s)

29 December, 2010

N

-
-
-

]

/

Comment [B12]: This rule is already provided
in Rule 1402.2 and also captured under Rule
201.1(2)(l) below.

Comment [B13]: Deleted as the investigation
powers of the Exchange is stated in chapter 14.

|

Comment [B14]: Amended due to plain
language drafting.

Comment [B15]: This power is included to
cater for a situation where Bursa may come
across breaches other than breaches of the
rules and in which case Bursa will refer the
matter to an appropriate authority e.g for
breaches of securities laws, Exchange will refer
the matter to SC.

Comment [B16]: This power is included to
allow the Exchange to direct the PO to pay
interest on amounts due to the Exchange.

Comment [B17]: Previously Rule 1204.2 is
moved and incorporated in Chapter 2 as the
rule relates to a general power of the Exchange
to appoint a committee, sub-committee or
officers of the Exchange to discharge the
exercise of the Exchange’s powers under these
Rules.

Comment [B18]: This power of the Exchange
to undertake readiness audit is moved and
incorporated here from various rules in these
Rules, so as to avoid duplication of similar rules
in various rules in these Rules.

Comment [B19]: Introduced to provide for the
power of the Exchange to take any further
actions pursuant to any decision or action taken
by the Exchange, SC, Clearing House or
Depository on POs or listed issuer. Example
designation of listed issuer by the Exchange
under PN4 will necessitate further action by the
Exchange to alter the trading conditions of
securities in PN4 companies to cash upfront
requirement and delivery before sale.

“| Comment [B20]: To further clarify that the

nature of the action taken can be pre-emptive in
nature notwithstanding that the market may still
be orderly and fair .

Comment [B21]: Introduced to capture all
other powers that the Exchange can exercise
for the purpose of the performance of its
functions as a stock exchange.




(3)

Chapter 2 - Administration

[Thel exercise of any _specific powers conferred on the Exchange in any other provisions in

(34)__ Effectof

these Rules does not prejudice or waive the exercise of any power by the Exchange under

Rule 201.1(2).

shall-beare final and binding on all Part|C|pat|ng Organlsatlons and rReglstered pe#sen%s}
Person unless these Rules expressly provides for a right of appeal.

|(4§)‘,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,lf,@n}’,EFQ‘i'Si'erPf}fle,SQBUJe,S,
empowers, authorises or enables the Exchange to do or enforce the doing of any act or
thing, the Exchange shall haves all such powers or rights as may be necessary or
reasonably incidental to the Exchange doing or enforcing the doing of the act or thing.

(6) A Participating Organisation and a Registered Person must comply and give effect to any
Directives the Exchange issues in exercising the powers under Rule 201.1(2).

201.2 DISSAPLICATION Disapplication of Chapter 15

boi.3

Rque—l%OsChapter 15 will not apply shau—be—dsappheab#e—m—relanen—to any actions taken
under Rule 201.1(2)(es)_or to any action described in any provision of these Rules or
Directives as taken by the Exchange ‘summarily’ or ‘automatically’ (“the Relevant Rules”).

_ Representations:—In Where-an action is-taken under Rule-201.1(2)(e);the Relevant Rules a

Participating Organisation,_or a Registered PersennelPerson a—Head of Dealing—ora
Dealer's—Representative—may make representations to the Exchange to fer—the
discontinueance—ef__—the action taken. The Exchange may, after considering the
representations made, discontinue with the action taken. However such discontinuance is
not to be shallret-be-construed as an omission or error of any kind on the part of the
Exchange in undertaking the action under Rule-201.1(2)(e) the Relevant Rules in the first
place.

Validity of Actions

The Exchange may make amendments including deletions of any provisions of these Rules
from time to time (“the Amendments”). Any action proposed to be taken or in the process of
being taken or taken by the Exchange in relation to any provisions of these Rules which are
effective prior to the Amendments, will not be invalidated by the Amendments even if the
above action is taken on or after the effective date of the Amendments.

29 December, 2010

_ — - 7| Comment [B28]: This rule was previously

— — 7| Comment [B29]: This provision is to clarify

— - 7| Comment [B22]: This is to clarify that the
powers contained in this Rule is of general
application and would not be undermined by the
provision of any rule which requires specific
action to the taken by the Exchange.

W Comment [B23]: Amended to clarify that the ‘

decision of the Exchange is final unless appeal
is allowed under these Rules.

— — 7 Comment [B24]: Amended due to plain
language drafting.

_ — - 7| Comment [B25]: This rule was previously in

Rule 1306.5 (1) and is incorporated here. The
rule has been further amended for clarity
purposes.

i - = ‘[Comment [B26]: This rule is previously Rule

1306.5 (2) and is now incorporated here.

Rule 1306.5 (3) and is moved to Rule 201.6 as

-~ -| Comment [B27]: This rule was previously
a general application

Rule 1306.5 (4) and is deleted as this is
covered by the general indemnity rule under
Rule 203.

that any action taken by the exchange under a
rule which has been further amended will not
vitiate the Exchange’s rights under that rule.
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RULE 201.24 POWERS OF EXCHANGE HOLDING-COMPANYPowers of the Exchange
Holding Company

))

Wherelf any provision of these Rules confers a right or power on the Exchange to do any
act or thing, such prevision-shall-be-deemed-to-conferthe-right or power is also conferred on

the Exchange hHolding eCompany to do such act or thing on behalf of the Exchange.
2 An—applicant, a A Participating Organisation, a—+Registered persen{s)Person and other
persons to whom these Rules are directed to shalimust comply with, observe or give effect
to any action of the Exchange hHolding eCompany pursuant to Rule 201.24 (1)-abeve.

RULE 201.35

APPREALS AGAINST DECISIONS —OF THE EXCHANGEAppeals against
decisions of the Exchange

1)

person may only appeal against
ny actlon or sueh—decmlon taken or made by the Exchanqe under these Rules or Dlrectlves

e%nenheaﬂen%;e%eesm# the rlqht of appeal is expresslv prowded under the
relevant provisions of these Rules.

appealing.

201.6 _Parties affected by actions taken by the Exchange

(1) Any action taken under these Rules against a Participating Organisation or _Registered
Person or effecting Clients of a Participating Organisation (“Affected Persons”) is also
binding on a proxy, agent, nominee and person acting in concert with the Affected Person..

4 29 December, 2010

Comment [B30]: Deleted as the Exchange
will be empowered in Rule 201.1(2(o) to appoint
any committee or sub-committee or officers of
the Exchange to exercise the Exchange’s
powers under these Rules.

-1 Comment [B31]: To clarify that an appeal

would if applicable be stated in the relevant
provisions of these Rules for example 301.3(1)
where an applicant for admission as a PO can
appeal for rejection of its application. There is
no general right of appeal for all decisions of the
Exchange.

Comment [B32]: Deleted as the discretion to
appoint the members of the committee should
be left to the Exchange. The Exchange will be
mindful of any conflicts in the appointment of
members of a committee.

-| Comment [B33]: Deleted as this is

understood to be within the powers of the
committee appointed by the Exchange.

1

Comment [B34]: Amended due to plain
language.

[ |

Rule 1306.5 (3) and is now incorporated here

Comment [B35]: This rule was previously
as a general application.




RULE 202.1

))

@)

@)

(3)
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RULE 202 SUSPENSION OF RULES

POWER TO-SUSPEND-RULESPower to suspend rules

The Exchange may -2_when any
of emergency situation as described under Rule 202.2 happens, suspend any of the
provisions of these Rules jand-in-place-thereof-may-proceed-toor make and impose new
temporary rules ("Emergency Rules") to ensure the existence or continuance of an orderly
and fair steek-market.

Any Emergency Rules made and imposed by the Exchange shallis; pursuant-to—such
pewers—be-binding on all Participating Organisations, rRegistered persen{s)Person and
employees for such period and in accordance with the terms and conditions stipulated by
the Exchange.

An emergency situation with regard to the stock market includes -

(@) a situation that threatens, or may threaten, the integrity or the liquidity of any
counter in the stock market or of the stock market;

(b) a situation that threatens, or may threaten, the financial integrity of the Exchange or
its Participating Organisations;

(c) a manipulation or attempted manipulation of, or the creation of a corner situation in,
any sSecurities as described under Rules 703 and 704 respectively;

(d) any internal or external factors which are likely to have direct and adverse effect on
the Exchange;

(e) a situation where the operations of the Exchange are severely and adversely
affected by the occurrence of any major incidents such as a fire, power failure or
computer malfunction; or

U) any other situation likely to have an adverse impact on the operation of an orderly

and fair and-erderly-market.

29 December, 2010

Comment [B36]: When an emergency
happens adequate notice will be given naturally
to parties affected by the steps that the
Exchange need to take and as such a
declaration is not necessary.

Comment [B37]: This is deleted as it is
redundant. POs are bound by the rules and
directives of the Exchange. There is no
necessity to repeat the same here.

Comment [B38]: This phrase is deleted in line
with simplifying the rules.

Comment [B39]: The Exchange must be
empowered to take any other action apart from
suspension of the rules to handle an emergency
situation.

Comment [B40]: Amended to small capital
letters due to the drafting convention for the
rules under the revamp exercise.

Comment [B41]: Amended in line with the
removal for declaration to be made before the
Exchange can take action.
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RULE 203 INDEMNITY

RULE 203.1 HABILIY-OFFHEEXCHANGEL ability of the Exchange

()

Without prejudice to any immunity or defence available to the following persons by statute or
in law, none of suchthe following persons shall-beis liable_for , on account of or in respect of
anything done or omitted to be done, any such statement made or omitted to be made by
such persons or on behalf of such persons in good faith in connection with the discharge or
performance or purported discharge or performance of any function or duty, or the exercise
or intended exercise of any power under these Rules or any applicable law or in respect of
any decision made or enforcement action taken or notice of publication thereef in relation to
such enforcement action, whether resulting in any loss of profit, costs, damages or damage
to reputation or otherwise:-

(a) the Exchange or the Exchange kHolding eCompany;

(b) lanyl person acting on behalf of the Exchange or the Exchange holding company,

including:

0] any member of the board of the Exchange or Exchange hHolding
eCompany or any member of any committee_or sub-committee of the
Exchange or Exchange hHolding company;

(eii) any officer of the Exchange or Exchange kHolding Ceompany; or

(diii)  any agent of, or any person acting under the direction of the Exchange or
Exchange kHolding eCompany.

29 December, 2010

Comment [B42]: The amendments inserted is
for consistency in the words used in s.376 of the
CMSA.
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RULE 204 REGISTERS

RULE 204.1
(1)  The Exchange shahwill keep Registers of Participating Organisations, +Registered - { comment [B43]: Amended due to plain
pPerson{s} and of such other persons as may be determined by the BeardExchange-frem language drafting.

The Registers will contain relevant information relating to the persons mentioned in Rule

204.1(1) as determined by the Exchange.
L ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, I W Comment [B44]: Amended to make the rule ‘

more principle based.

[End of Chapter]

7 29 December, 2010
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CHAPTER 3
PARTICIPATING ORGANISATIONS AND
REGISTERED PERSONS

[RULE 301 GENERALPROVSIONSFFOR

PARTICIPATING ORGANISATIONQ -

Q) Qualifications+—To be eligible for admission as a A-Participating Organisation, an applicant
must: shall-at-al-times—

@ be a company or corporatlon establlshed in Malav5|a &h&t—is—ea#ymg—en—er—is

busmes&e#deahng%eewmesmm&ease@ﬁa{ms&menpmmvmg as one of
its-the applicant’s objects, the carrying eut-on of the business of dealing-Dealing in
seeuritiesSecurities;

(b) hold a Capltal Markets Servnces Llcence for Deallnq in Securltlesbe—the—helde{—ef—a—vahd

(c) have—satisfied—or—will—satisfy—upon registration—admission _as a Participating

Organlsatlo with-the-Exchange, atISD[ all the financial reqwrements pFeseHbed—set out 7
7/

1 29 December, 2010

Comment [B1]: Unless otherwise stated,
amendments are in line with plain language
drafting or simplification of the rule or both.

Comment [B2]: Moved to Rule 102.4 as this
rule should apply across the board to these
Rules as opposed to the provisions in this
Chapter.

Comment [B3]: Moved to the PO Manual
because this is an application procedure. We
have included a general rule under “Application
Procedures” in Rule 301.4 on a PO intending to
change the PO’s status.

Comment [B4]: Moved to Rule 301.2(5) for a
better flow of the Rules.

Comment [B5]: Moved from Rule 302 to
improve the structure of these Rules. Since the
application procedures have been moved to the
directives in the PO Manual, we have merged
Rules 301 and 302.

Comment [B6]: Deleted as the nature of the
conditions in Chapter 7 of SC's Licensing
Handbook are more continuing obligations and
it may not be possible to satisfy all these
conditions upon registration with the Exchange.

Comment [B7]: Unnecessary as under Rule
101.2(2), a reference to a rule includes all
modifications, variations, amendments etc.

Comment [B8]: Unnecessary as SC would
have considered this when granting the CMSL.
Also, under Chapter 7 of the SC’s Licensing
Handbook, the PO must obtain the approval of
SC to change the core business that the PO is
licensed to carry on. Doing away with
duplication.
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_ — - 7| Comment [B9]: Unnecessary as the activities
that can be carried out by the PO are set out in

(ed)  have erwill-maintain-facilities and personnel adequate for the expeditious and orderly gﬁ;cg;:f;";g‘i;g’;%ogg z{‘cigggeu'ﬂ;; rfs
c?rr)i/(ing eltmtg of its-the business of dealing-trading in securities on the Exchange’s 2007. P 9
stock market fasledinathessceag s el s s e sl sl elen s b el

(fe) upon admission as a Participating Organisation, register have—all the Participating

Organisation’s _directors—registered-with-the-Exchange-in—accordance-with-Registered
Person(s) under these Rules:-and.

_ — - | Comment [B10]: Deleted as under Rule
201.1(2)(i) and (l) the Exchange can impose
terms and conditions as well as ask for further
information and documents.

%302;.2 APPLICATION-PROCEDUREApplication procedure P /{Comment [B11]: Moved from Rule 302.2 to

77777 improve the structure of these Rules.

1) To become a Participating Organisation, an applicant must:
(@) apply to the Exchange in accordance with the requirements the Exchange stipulates;
and

(b) satisfy the qualification criteria stipulated in Rule 301.1(1).

procedures have been moved to the PO

_ — — | Comment [B12]: These application
Manual.

Comment [B13]: Covered under the general
powers of the Exchange in Rule 201.1(2)(l) that
the Exchange can request for additional
documents the Exchange thinks fit.

moved to the PO Manual.

h ‘[Comment [B14]: This requirement has been }

(2) The Exchange may accept or reject an application to be a Participating Organisation.

2 29 December, 2010
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d3b, ,,,,,,,,,,,, e _applicalll TIectl e guaiticaton critefia ungaer Rule sVL.1(1 _ — - | Comment [B15]: Previously, Rule 301.6(1).
Exchange may reject refuse-an-the applicant’s application maele—under—tkus—@haptet—te—tegﬁtet Moved here to improve the structure of these
as-to be a Participating Organisation if: — \ Riles

Comment [B16]: To clarify that even if the
(@) the applicant does not provide |nformat|on reIatlnq to the appllcatlon as the Exchanqe applicant meets the qualification criteria under
N these Rules, we can still reject an application to
be a PO in the circumstances set out in this
rule.
(b) any information or document that is furnished by the applicant to the Exchange is false
or misleading;
(bc) the appllcant has failed to compIy W|th any other requwement of the Securities - - comment [B17]: We have included the failure
\/ to comply with a requirement of the Securities
Laws as a ground for rejection. We have
deleted the requirement to comply with these
Rules and the Directives as it is unlikely that the
dishonesty, whether in or out of Malaysia; AN . applicant would be in breach of these Rules and
~ | the Directives before commencing operations.
(ce) the registration-admission of the applicant is not in the interest of an orderly and fair and Comment [B18]: The Exchange should be
orderhy-stock market; able to reject an application to be a PO if the
Exchange becomes aware that the applicant is
the subject of an investigation involving an
allegation of fraud or dishonesty. This is to
avoid a situation where the Exchange has to
accept the application to be a PO because the
(ef) itthe Exchange is of the opinion that the registratien-admission of the applicant may ' | @pplicant satisfies the qualification criteria and
affect the optimum utilisation of its-the Exchange’s facilities, taking into account risk ' | ‘I’.the’ gr?]“”.ds rf]"' 'e{f“'o"fapp!y BEW
d th iderations \ | applicant who is the subject of an investigation
management and any other consi .  [Linvolving an allegation of fraud or dishonesty.

(4) If the Exchange accepts an applicant’s application to be a Participating Organisation, the ggf‘zra'jr;fa[tssl?h]at?:g?;f;zg ﬁfr':g:ﬁission
applicant will be admitted as a Participating Organisation and the applicant's name will be as a PO, the applicant must satisfy the
entered into the Register. qualification criteria.

(5) The Exchange will categorise a Participating Organisation as follows:

(@) __InvestmentBank; _ - { comment [B20]: Previously, Rule 301.1.
Moved here for a better flow of the Rules. The
(b) Universal Broker: categories are set out here for a person to be
* able to immediately identify the categories of
X POs. These Rules govern IBs, UBs and non-
(c) Special Scheme Broker; UBs and this is why these categories are set out
in this rule. Stand alone, 1+1 and special
+ . scheme brokers would fall under the non-UB
(@ 1+ 1 Broker; or category which is defined in Rule 101.1(1) to
mean a PO that is not a UB and includes an
(e) Standalone Broker. Eligible Non-UB and a Special Scheme Broker.

moved here as it is more appropriate here.

301.3 —A—GA—»JST—DEGJSF@NS—@F—'FF%EXGHA—NGE{AM 77777777777777777777777777 - ‘[Comment [B21]: Previously, Rule 201.3 but

Q) If the Exchange rejects an application to be a Participating Organisation under this Rule, the
applicant may within 14 days after the applicant is notified of the Exchange’s decision, appeal in

writing to the Exchange.

-~ 7| Comment [B22]: Unnecessary — Rule
201.1(2) empowers the Exchange to appoint
any committee, sub-committee etc. to discharge
the exercise of the Exchange’s powers under
these Rules.

- ‘[Comment [B23]: Covered under Rule

301.3(1).

3 29 December, 2010
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2) The Committee-Exchange referred-to-herein-may affirm, vary or set aside the decision appealed

againstlor-anypenalty-impesed. _ — { comment [B24]: This does ot arise in an
appeal against the decision of the Exchange for

(53) The Exchange’s decision ofthe Exchange—on appeal is shall-befinal and binding on the refusing an application to be a PO.

appellantapplicant.

[303”.47 _Changeof status _ _ - - comment [B25]: The Exchange will need to
be notified of such change in order for the
Q) If a Participating Organisation changes the Participating Organisation’s status from one correct status to be reflected in the register.

category to another based on the categorisation stipulated under Rule 301.2(5), the
Participating Organisation must notify the Exchange in the manner the Exchange stipulates.

RULE-301.25 REGISTRAHON-OFPARHCIPATING-ORGANISAHONSParticipantship

a requirement for a person to be admitted as a

_ — 1 Comment [B26]: Deleted as there is already
Participating Organisation under Rule 301.2

(21)  Privileges:—A-Once admitted as a \Partnmpatlng Organlsatlontq Participating Organisation - -{ comment [B27]: To note that “Participating
may: Organisation” is defined in Rule 101.1(1) as a

company that carries on the business of trading
in securities and is admitted as a PO under

(@ shall-have access to the markets or facilities erganised—and—maintained by the Rule 301.2.

Exchange subjeeHeﬂand%aeeerdaneeMn%h%q&pmwsm&eﬁ prowded in these

Comment [B28]: The definition of “Directives”
in Rule 101.1(1) has been amended to be wide
enough to encompass ‘rules, regulations etc’

Comment [B29]: Moved this requirement
under the heading “Continuing Obligations”.

Comment [B30]: Redundant in light of the
Exchange’s demutualisation as POs are no
longer members of the Exchange.

Comment [B31]: Deleted as it is unnecessary
for registrations with us to be renewed. POs and
registered Person(s)are registered with us until
they inform us of their resignation or are struck
off or its licence are not renewed or revoked by
SC.

4 29 December, 2010
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Comment [B32]: Unnecessary as we already
have the power under Rule 201.1(2)(i) to
impose terms and conditions

(2) Fheprivileges—of-a-A_Participating Organisation is_not permitted to transfer the Participating
Organisation’s participantship in the Exchange to any other personshall-be-persenal-and-shall

)>

- ‘[Comment [B33]: Previously Rule 301.5(1). ]

Partlmpatlng Organlsatlon shat-will automat|ca||y cease to enjoy access to the markets or
facilities maintained by the Exchange as described in Rule 301.5(1)(a) theprivileges—of

pa;ﬂeman&sm&lf the Participating Organisation: upen-the-happening-of-all-or-any-of the following

QFQGFWHMM{ ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, _ _ - - Comment [B34]: These events no longer

trigger automatic cessation of the PO’s
(ea) itis suspended; privileges. If these circumstances arise, the

Exchange will decide on the appropriate action
to be taken under Rule 311 which may or may
(eb) no Ionqer holds a Camtal Markets Serwces Licence for Deallnq |n Securltlesthe—deale{—s not involve the cessation of trading privileges.

(c) defaults in the Participating Organisation’s payment or delivery obligation to the
Clearing House arising from the purchase or sale of Securities; or

degl), _ ,., , ,,,,,,,,,,,,,,,,, i _ — - | Comment [B35]: The privileges of a PO
Participating Organisation. should automatically cease when a PO ceases
to be a PO and not only when a PO is struck-off

- . L . . . . . . from the Register. A PO can cease to be a PO
(4) ___A Participating Organisation must immediately notify the Exchange in writing_upon becoming for any reason but a PO is struck-off the

aware of any of the circumstances stipulated in Rule 301.5(3). s Register pursuant to a disciplinary action.

Comment [B36]: Imposing an obligation on
the PO to immediately notify the Exchange
upon becoming aware of any of the above
RULE-3021.36 CONTINUING-OBLIGATIONSContinuing Obligations circumstances arising in relation to that PO.

@

L e—Throughout the
term f a Partlcmatlnq Orqanlsatlon S Partlcmantsh_gthe#eﬂemmgueendmens%hauﬂappl%teﬁa

5 29 December, 2010
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a Partlcmatlnq Orqanlsat|on must continue to SatISfV the qual|f|cat|on crlterlathe

(@)

and the Commission’s requirements, AN

a Participating Organsiation must comply with and give effect to these Rules and
Directives as well as to the spirit of these Rules and the Directives whether or not the
provisions are directed at the Participating Organisation specifically and to any

undertaking given to the Exchange whether before or after admission as a Participating
Organisation

mwnﬂng@#anyuameﬂdmemﬁ&nsfmemorandum and/er articles of association with—a

2 must not be

which it carries on its business of dealing in securities and the floor area and location of
the premises from which trading is conducted and no change in its aforesaid '
address(es) or trading area shall be made without the prior written approval of the '
Exchange; \
®

the-a Participating Organisation shal-must have a registered address in Malaysia and !

from—time—to—time—promptly—notify the Exchange in writing of any change to the
Participating Orqanlsatlons remstered address 7 days after the chanqethe#e{e—wmeh

(9) the—a Participating Organisation shal—frem—time—to—time—must prempthy—notify the
Exchange in writing of any change to i#s-the Participating Organisation’'s name as

registered by the Exchange_within 7 days after the change; and

(h)

the-a Participating Organisation shal-must not go into voluntary liquidation or apply for
any order under Section 176 of the Companies Act without the Exchange’s prior written

approval-ef-the-Exchange;.

29 December, 2010

\

Comment [B37]: Unnecessary - this is
already covered under Rule 301.6(1) read
together with Rule 301.2(1)(b). Further, the
applicant will be providing us with an
undertaking at the time of the application that
the applicant complies with the qualification
criteria.

Comment [B38]: Incorporating the
requirements from previous Rule 301.2(3) here.
Included SC's requirements for completeness.

Comment [B39]: To address rules which are
not directly targeted at the PO but for which a
PO must give effect to. For example some
provisions may be stated factually like the
trading functionalities in the ATS. Some of the
provisions may be directed at the Registered
Person(s)and by the POs not giving effect to the
obligations imposed may be facilitating a breach
of the Rules.

Comment [B40]: Unnecessary as SC governs
this — see paragraph 7.02(4) of the SC’s
Licensing Handbook. Doing away with
duplication.

Comment [B41]: Unnecessary - SC's
Licensing Handbook sets out the other
regulated activities that a PO may carry on.
Doing away with duplication.

Comment [B42]: To note that we have set out
the requirement for a PO to comply with the
Securities, Laws, these Rules, the Directives
and the Commission’s requirements in the rule
immediately above.

Comment [B43]: No longer requiring the PO
to notify and confirm to the Exchange in writing
the amendments to the PO’s M&A and instead,
placing the obligation on the PO to make sure
that the PO’s memorandum and articles of
association are not inconsistent with any of the
provisions of these Rules or the Directives.

Comment [B44]: Doing away with the
requirement for the PO to file the PO’s annual
return with us. We will rely on the information
from the Annual Report submitted by the POs
under Rule 1202.1 instead of the annual return
submitted under this rule. In any event, we have
the power under Rule 201.1(2)(1) to, at any time,
request for record and documents.

Comment [B45]: Unnecessary - a PO can
only carry out the PO’s permitted business at
the PO'’s principal place of business or branch
offices that have been approved by us. As such,
we will have records of all the PO’s premises.

Comment [B46]: Covered under Rule
301.8(1).
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RULE-301.47 RESIGNATIONResignation

@

@

3)

Procedure:——If a Participating Organisation intends to resign,wishes—to—resign—from
participantship-of the-Exchangeit-shall— the Participating Organisation must:

(a) give the Exchange at least net-less-than-thirty (30} days’ (er-such—period-as—may
otherwise-be-prescribed-by-the-Exchange)-prior-written notice to-the-Exchange-of-its
intention-to-resign-and-stating the proposed date of resignation;

(b) satisfy the Exchange that it-the Participating Organisation has taken, or will have-taken,
proper_and adequate steps before the proposed date of resignation preper—and
adegquate—steps—for the orderly winding down of its-the Participating Organisation’s
business of trading in securities on the Exchange’s stock market dealing-in-securities
including being able to fulfil all the Participating Organisation’s obligations to the
Exchange and the Participating Organisation’s Clients; and

©

If the resignation is accepted, the Exchange shal-will notify all other Participating Organisations

of its-aceceptance-and-the resigning-Participating-Organisation’s-effective date of resignation.

29 December, 2010

= ‘[Comment [B47]: Covered under Rule 302.2. ]

Comment [B48]: Covered under paragraph
(c) above as Directives include all the
Exchange’s requirements.

Comment [B49]: Incorporating the
requirement for a PO to fulfill or be able to fulfill
its obligations that used to be in previous Rule
301.4(2)(a).

Comment [B50]: “Transactions” has been
amended to read “Contracts” as “Contracts” is a
defined term. The time frame has also been
removed as to provide more flexibility based on
the circumstances.

Comment [B51]: Unnecessary the PO is
already under a general obligation to comply
with these Rules, the Directives and any
decision of the Exchange — see Rule
301.6(2)(c).

Comment [B52]: Unnecessary - we already
have the power under Rule 201.1(2)(d) to issue
directives, rulings or guidelines for the purposes
of or in connection with these Rules.

Comment [B53]: Doing away with the
requirement to consult with the Clearing House.
At the end of the day, the requirement is for the
Exchange to be satisfied that the PO will fulfill
the PO’s obligations to the Exchange and to the
PO’s Clients.

Comment [B54]: The decision to accept or
reject the resignation would depend on whether
all the conditions relating to the resignation of a
PO in Rule 301.7(1) have been satisfied. We
have incorporated the requirement for a PO to
fulfill or be able to fulfill its obligations in Rule
301.7(1).

Comment [B55]: Moved to the rule on
continuing liability — see Rule 301.9(1).

Comment [B56]: Unnecessary - the effective
date of resignation will be notified under Rule
301.7(3) above.

Comment [B57]: Unnecessary - the PO
would be bound under Rule 301.6(1)(c) to
comply with restrictions on the PO’s
participantship imposed by the Exchange until
the effect date of resignation as the definition of
“Directives” includes any requirement the
Exchange specifies and this includes
restrictions on the PO’s participantship.




Chapter 3 — Participating Organisations and
Registered Persons

4) Remeval—The re5|gn|ng Participating Organisation’s name will be removed from the Register

defined in Rule 101.1(1).

on the effective date of resignation. - ‘[Comment [B58]: Deleted as “Register” is }

- { comment [B59]: Moved to Rule 301.5(3) |

Comment [B60]: Moved to Application
Procedures under Rule 301.2(3) as it is more
appropriate there.

that this rule applies across the board to all fees
payable by the PO to us.

RULE-301.87 FE%%W 7777777777777777777777777777777777 - W Comment [B61]: Deleted “on registration” so

1) A Participating Organisation must shall-be-liable-te-pay the Exchange all registration-fees and
charges the Exchange er-otherfees-and-charges-as-may-be-stipulates in the manner and within
the period the Exchange specifiesd-or-imposed-by-the-Exchange-from-time-to-time.

301.8(1) above.

_ -] Comment [B63]: Previously, Rule 1005(2) on
@)___ Any-A Participating Organisation which-that omits to pay the Exchange any such-fee or charge -~ | subscriptions and calls. Included in this general
subscription-call-or-levy-

- - ‘[Comment [B62]: Covered under Rule }

within the time frame the Exchange specifies.ene{1)-calendar month rule on fees as the Exchange should have the
afterthe-same-shall-have been-is due,-made-orlevied shall-will be sent a furtherwritten demand power specified in the rule in relation to the non-
for payment. thereof-and-ifIf the amount due is not paid within ene—(1)-further-calendarmenth [PEVIE Gl (S5 U] GHERTES (EYEID e

Exchange and not only to non-payment of

from-the-date-of-such-the period stipulated in the written demand-ferpayment-, the Exchange subscription and calls.

8 29 December, 2010



Chapter 3 — Participating Organisations and
Registered Persons

may summarily delete-suspend, terminate or take any other action the Exchange thinks fit
galnst the—name—e#the Participating Organisation from—the—register—ef—Participating
and will shall-se—notify the Participating Organisation

concerned by notice in writing.

RULE-301.98 CONHNUINGHABHIFYContinuing liability

A former

_ — - 7| Comment [B64]: Previously, Rule
301.4(2)(b).

_ — - | Comment [B65]: Covered under paragraph
(a) below.

(a) remains subject to disciplinary action for any breach of these Rules committed during
the period of the former Patrticipating Organisation’s Participantship; and

(2b)
Reg+ste1’—shau—must retaln aII ns—the former Partlcmatlnq Orqamsatlon s records for at
least six{6} years_from the date of cessation and produce such records in a legible form
to the Exchanqe upon demand Anysueh%eerdshaﬂ—b&predeee&fopmspeemm
(c) all other Rules in these Rules continue to apply in respect of the former Participating

Organisation to the extent required to give effect to Rules 301.9(1)(a) and 309.9(1)(b).

Comment [B66]: This has been addressed in
Rule 201.5

9 29 December, 2010
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_ -~ Comment [B67]: Moved to Rule 301.1 to
improve the structure of these Rules. Since the
application procedures have been moved to the
PO Manual, we have merged Rules 301 and
302 for a better flow of the Rules.

RULE 302.2— APPLICATION-PROCEDURE __— { comment [B68]: Moved to Rule 301.2. |

10 29 December, 2010
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Comment [B69]: Covered under Rule 311
and the directives in the PO Manual elaborating
on the principle in Rule 311.

Comment [B70]: Unless otherwise stated,
incorporated in Paragraph 1.1(1) of the
directives in the PO Manual on the powers of
the Exchange and the circumstances when the
Exchange may take action under Rule 311.1(1).

Comment [B71]: Not incorporated as covered
under the limbs of when a resolution is passed
by the shareholders of a PO or a court order is
made for the winding-up of a PO or when an
arrangement or composition is made with the
creditors of the Participant pursuant to any law
— see Paragraph 1.1(1) of the directives on the
powers of the Exchange and the circumstances
when the Exchange may take action under Rule
311.1(2).

3

Comment [B72]: Already a principle under
Rule 311.1(1).

|

Comment [B73]: Covered under Rule 311
and the directives in the PO Manual elaborating
the principle in Rule 311.

1

Comment [B74]: Incorporated under the
Directives in the PO Manual.
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_ — — 7| Comment [B75]: Incorporated under the
Directives in the PO Manual.

12 29 December, 2010
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/—‘1

Comment [B76]: Incorporated under the
Directives in the PO Manual.

Comment [B77]: Doing away with this rule as
it is already covered under Rule 201.1(2) that
allows the Exchange to issue modifications to
any directives, rulings or guidelines we have
previously issued.
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RULE 3063302 GENERAL-PROVSIONSFOR-REGISTERED PERSON(S) Comment [B78]: To note that although a
' person can be appointed by the PO before that

;| person is registered under these Rules, such

/ person (except the CEO and Directors) cannot

! assume the functions proper unless registered

RULE3032.1 CATEGORIESObligation to register ,
/ with the Exchange — see Rule 302.4(2).
_ g X Comment [B79]: The Exchange is proposing
with the Exchange:registered-person{s)-are-as-follows— || for all POs and not just Investment Banks (*IB")
;| and Universal Brokers (“UB”), to each have a
(aa) Chief Executive Officer; || Head of Qompliar!ce. This is to ensure parity in
/| the requirements imposed on all POs and a

. . clear accountability of the person responsible
(@b)  directersDirector; .| for compliance matters within the PO.
I | Currently, a PO who is not an IB or UB are
” required to appoint COs to undertake
— compliance function within the PO. A PO
(cbb)  Head of Dealin I currgntly may also appoint more than one CO
! and in this further blurs the line of

(d) Head of Operations;;-Head-of Dealing-and ,’ accountability. Having just the Head of

| Compliance responsible, for compliance matters

I ensures that proper focus and supervision of

{ compliance function is carried out in addition to

(e) Head of Compliance;
,f accountability of the function. The experience
(bf) Head Group Compliance; and I requirement for Head of Compliance is
[ proposed as follows:

! (a)Head of Compliance for Investment Banks

}Gemphanee—@#\teei—,[ 77777777777777777777777777777777777777777777777 ! and Universal Brokers- must have a recognised
degree with at least 3 years of direct experience
(eg) Dealer’s Representativesé as a compliance officer in the capital market
(“CM") or recognised degree and at least 5
years relevant experience in the CM or
recognised diploma and at least 8 years
relevant in the CM; and
(b) Head of Compliance for non Investment
Banks to be Univesal Brokers — must have a
recognised degree with 3 years relevant
experience in the CM or a recognised diploma
and 5 years relevant experience in the CM.

With the proposal for all POs to have Head of
Compliance, the requirement to appoint and
register compliance officers (“CO”) with the
Exchange is proposed to be removed. As
stated earlier having both the Head of
Compliance and the CO appointed and
registered with the Exchange blurs the line of
accountability between the Head of Compliance
and the CO. It is sufficient to mandate the
appointment and registration of the Head of
'l Compliance as the person who is accounm

Comment [B80]: There is no longer a need to
register key appointments of branch offices. The
accountability for the function at the branch
office will lie with the respective HOD, HOO and
HOC.

Comment [B81]: Removing the requirement
to register trading clerks but maintaining the
requirements on trading clerks — see Rule
503.3.

Comment [B82]: Moved to paragraph (f)
above.

Comment [B83]: Unnecessary as we have
powers general enough to cover this under
! Chapter 2.

Comment [B84]: Covered under Rule 302.1
above.

Comment [B85]: Moved to Rule 302.5(1)(b)
\ | under continuing obligations of a Registered
\ | Personnel.

\
Comment [B86]: Covered under Rule
502.1(1).

29 December, 2010
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B02[2 Registration procedures

(1) To register a person under Rule 302.1(1), a Participating Organisation must:
(a) submit the relevant documents to the Exchange; and
(b) make the submission only in respect of a person that satisfies the relevant gualification
criteria applicable for the relevant category of Registered Persons as stipulated in these
Rules.
(2) The Exchange may accept or reject a submission for registration as a Registered Person.

(43)

Notwithstanding the Registered Person(s) meeting the relevant qualification criteria under these

Comment [B87]: Incorporating the general
requirement on registration procedures to avoid
repeating this requirement each time for the
different categories of Registered Personnel.

Comment [B88]: Deleted the heading as the
rules that follow flow as part of the registration
procedures.

(@ information relating to the submission as the Exchange requires is not providedthat

(b) any information or document that is furnished to the Exchange is false or misleading;
(bc) the proposed Registered Person(s) that-persen-has failed to comply with any other
requirement of the Securities Laws},—these—Rules—aﬁd%e#any—reguJa{iens,—d#eeﬁves—eF
ideli or
(d) the proposed Registered Person(s) is the subject of an investigation or proceeding

involving an allegation of fraud or dishonesty, whether in or out of Malaysia.

(1) If the Exchange rejects a submission for registration under this Rule, the applicant may within
14 days after the applicant is notified of the Exchange’s decision, appeal in writing to the
Exchange.

(2) The Exchange may affirm, vary or set aside the decision appealed against.

3) The Exchange’s decision on appeal is final and binding on the appellant.

15
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/—«/

Comment [B89]: To clarify that even if the
Registered Person(s)meets the relevant
qualification criteria under these Rules, we can
still reject a submission to register a person as a
Registered Person(s)in the circumstances set
out in this rule.

Comment [B90]: We have deleted the
requirement to comply with these Rules and the
Directives as it is unlikely that the applicant
would be in breach of these Rules and the
Directives before commencing operations.

Comment [B91]: This would be more relevant
in the context of a reason for not admitting an
applicant as a PO and as such, we have
deleted this as a circumstance when we can
reject a submission for registration as a
Registered Personnel.

Comment [B92]: Unnecessary as Rule
302.2(1)(b) states that to be registered, the
proposed Registered Person must satisfy the
relevant qualification criteria.

Comment [B93]: Unnecessary as it is
compulsory for a PO to register the relevant
Registered Person(s)with us. As such, this
should not be a ground for refusal of an
application for registration as a Registered
Personnel.

Comment [B94]: Moved from previous Rule
201.3 because it is more appropriate in this rule.

Comment [B95]: Deleted as it is unnecessary
for registrations with us to be renewed. POs and
registered Person(s)are registered with us until
they inform us of their resignation or are struck
off or licence not renewed or have revoked by
SC.
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302.4 Prohibition on performing functions until registered |

(@)

This Rule does not apply to Directors and Chief Executive Officers.

(2)

No person may perform the functions of a Registered Person of a Patrticipating Organisation

unless registered with the Exchange as such.

1) Throughout the term of a Registered Person’s registration, a Registered Person must:
(a) __continue to satisfy the qualification criteria applicable to that Registered-Person;
(b) comply with and give effect to the Securities Laws and the Commission’s requirements;
(c) comply with and give effect to the these Rules and Directives land the spirit of these
Rules and Directives whether or not the provisions are directed at the Registered
Person specifically and to any _undertaking given to the Exchange whether before or
after registration as a Registered Person;,
(d) observe professional conduct, high standards of integrity and fair dealing_and
reasonable standards of skill, competence and diligence,
(e) act honestly and in the best interest of their elientClient and the Participating
Organisation;
@) carry out their-business-the Registered Person’s duties in a manner that contributes to
the maintenance of an orderly and fair stock market,
(q) effectively discharge the Registered Person’s duties while in office; and
the Registered Person’s function and position;-and.
16 29 December, 2010

Comment [B96]: To ensure that a person
assuming any function of one of the Registered
Person(s)is registered with the Exchange and
we can take action against such person. This
rule states clearly that a person cannot assume
the functions of a Registered Person(s)(except
Directors and CEOs) unless that person is first
registered with us.

Comment [B97]: This new insertion is made
so as to ensure that the registered Person(s)are
clear on their continuing obligations.

Comment [B98]: For consistency with the
continuing obligations of a PO in Rule
301.6(1)(a).

Comment [B99]: To address rules which are
not directly targeted at the Registered
Person(s)but for which a Registered
Person(s)must give effect to. For example
some provisions may be stated factually like the
trading functionalities in the ATS. Some of the
provisions may be directed at the PO and by the
Registered Person(s)not giving effect to the
obligations imposed may be facilitating a breach
of the Rules.

Comment [B100]: Introducing a requirement
for Registered Person(s)to observe reasonable
standards of competence and diligence.

Comment [B101]: These requirements used
to be in previous Rule 404.3(1) and is
reproduced here to apply to a Registered
Person (instead of just a Dealer's
Representative).

Comment [B102]: Previously, Rule
307.4(1)(c). Included here as a continuing
obligation of a Registered Person(s)generally
instead of just a continuing obligation for a
HOC.

Comment [B103]: Unnecessary as only those
that hold a CMSRL to deal in securities may
deal in securities. Head of Compliance would
not be able to hold such licence.
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302.6 Liability of a Registered Person

Directives if the Registered Person:

(a)

causes, aids or abets a breach of these Rules or the Directives by a Participating

(b)

Organisation; or

permits, either knowingly or where the Registered Person had reasonable means of

(©

obtaining such knowledge, a Participating Organisation to commit a breach of these
Rules or the Directives; or

did not exercise all such diligence to prevent the commission of the breach of these

Rules or the Directives as the Registered Person ought to have exercised, having
regard to the nature of the Registered Person’s functions in the Participating
Organisation and to all the circumstances.

302.7 Reporting

(1) If a Registered PersonWhere-a-Patrticipating-Organisation-or registered-person(s)-:

(@ becomes aware of any matter in Rule 307. 6(1) that has not been reported to the

Exchange or _any breach—infringement—or—non-compliance of any of these Rules or

Directives Rule-by another Participating Organisation;- or a Registered Person; or

(b) has reason to believe that another Participating Organisation or

Registered Person(s) has breached, infringed or failed to comply with any of these

Rules or Dlrectlves —the—%emaﬂﬂg—@;ganﬁa&m%re@s&e#edﬁe#senés}—shaﬂ—#epeﬁ

the Registered Person must report the matter in writing to the Exchange.

(2 If a Reqistered Person:

fails to perform any obligations under these Rules or Directives:

is subject to any enforcement or disciplinary action by the Commission or any other

©

regulatory authority: or

becomes aware of any other event or circumstances which may adversely affect the

Reqistered Person’s ability to perform any of the Registered Person’s obligations under
these Rules or Directives;

the Registered Person(s) must immediately report the matter in writing to the Exchange.

302.8 Duty to manage conflicts of interest

Q) A Registered Person must identify and manage any potential or actual conflicts of interest in

relation to the discharge of obligations and functions under the Rules, Directives and Securities

Laws.

17
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Comment [B104]: This is to ensure that the
Registered Person(s) does not do any action
that would facilitate a breach of these Rules by
a PO. If this happens the Registered Person(s)
must account for their actions.

]

Comment [B105]: Unnecessary as this is
covered by requiring the Registered Person(s)
to report the matter in writing to the Exchange.

1

Comment [B106]: To impose self reporting
obligation on Registered Person(s).

|
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1302.9 Notice of cessation|

effective date of the Registered Personceasing to hold the relevant office.

302.10 Vacancy of Registered Person

1) This Rule 302.10 only applies to a Head of Dealing, Head of Operations, Head of Compliance
and Head Group Compliance.
@ If a vacancy occurs in the office of a person described in Rule 302.10, the Participating

Organisation must fill the vacancy within 3 months from the date the vacancy occurs.
interim, the Participating Organisation must identify a person and require that person to
temporarily assume the responsibility for the functions of the vacated office.

302. 10(2):

(a) must have the relevant experience and seniority to undertake the relevant functions;

(b) is _bound by these Rules and Directives except for the requirement for the
Commission’s approval to be appointed to the relevant vacated office;

(c) may only undertake such functions for a period not exceeding 3 months; and

(d) will, for so long as the person remains registered with the Exchange under Rule 302.

10(4), be considered a Registered Person for the purposes of these Rules.

A Participating Organisation must register a person temporarily assuming the responsibility fOI‘

the functions of a vacated office under Rule 302. 10(2) in the manner the Exchange stipulates.

1302.11 Automatic de-registration|

1) A Reqistered Person will automatically cease to be registered under these Rules if the
Registered Person:
(a) becomes of unsound mind;
(b) is made bankrupt, whether in or out of Malaysia;
(c) no longer holds a Capital Markets Services Representative’s Licence where the
Registered Person is required to hold such licence under these Rules;
(d) is convicted of an offence involving fraud or dishonesty; or
(e) is convicted of an offence where the maximum sentence for that offence under the
relevant law is 3 years or more.
@ A Participating Organisation and Registered Person must immediately notify the Exchange in

18

writing upon becoming aware of any of the above circumstances.

29 December, 2010

In the

\

-1 Comment [B107]: We are consolidating and

streamlining this requirement across the board
for all categories of Registered Person(s).
Previously:

(1) for DRs, COs and Head Group Compliance,
14 days prior notice must be given;

(2) for Directors and Heads, 30 days prior
notice must be given;

(3) we must approve the cessation before a
Director or Head is allowed to resign; and

(4) for CEO, POs must immediately notify if no
longer registered with the SC.

Now, the only requirement is for notice of
cessation to be given at least 7 days before the

A effective cessation date.

Comment [B108]: In relation to a Registered
Person(s) ceasing to hold the relevant office
because of death or any other similar
unexpected event, we will use our general
powers under Rule 201.1(2) to waive the 7days
notice period in such unexpected event.

Comment [B109]: Imposing a positive
obligation on POs to fill the vacancy within 3
months from the date the vacancy arises.
Previously, this was contained in Rule 304.1(2)
that stated that if the number of Heads were
reduced below the minimum required, the
Exchange may allow the PO to continue dealing
in securities for a period not exceeding 3
months and subject to the conditions the

] Exchange may impose.

Comment [B110]: We are also setting out the
minimum requirements for a person assuming
the functions of the vacated office. We are
proposing that the requirement for approval of
the SC and the experience requirements in the
SC Licensing Handbook would not apply to the
person temporarily assuming the vacated office
because the person assuming the position will
only be doing so temporarily.

Comment [B111]: We are requiring the PO to
register a person temporarily assuming the
functions of a vacated office so that at all times,
we have a record of who is responsible for the
core functions of a PO namely dealing,
operations and compliance.

I

Comment [B112]: Included pursuant to item
16 of our Proposals for Chapters 3 to 6.

-1 Comment [B113]: Imposing an obligation on

the PO and Registered Person(s) to
immediately notify the Exchange upon
becoming aware of any of the above
circumstances arising in relation to a Registered
Person(s).
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RULE-3032.512FEES- ON-REGISTRATION Fees on registration

(1) A registered-person{s)Participating Organisation must pay the Exchange all fees and charges -

the Exchange stipulates for the registration of a Registered Person in the manner and within the

Derlod the Exchange spemﬁesshal#be*a@e%pa%&mg&#aﬂeﬂe&%e&wﬁees%eha@es

Comment [B114]: Previously, Rule 303.5.
The obligation to pay the fees relating to the
registration of a Registered Person(s)is on the
PO and we are clarifying this in the Rules.

Comment [B115]: Covered under Rule
302.12(1) above.

Comment [B116]: Doing away with
prescribing commercial arrangements between
POs and Registered Person. Under these
Rules, the obligation is on the PO to pay the
fees for the registration of a Registered Person.
It would be up to the parties to agree on
whether the PO may seek reimbursement for
these fees.

RULE-3032.136 CONTINUING HABILITY. Continuing liability

Comment [B117]: Previously, Rule 303.6.
Amendments made are in line with consistency
with Rule 301.9(1)(a) on POs.

former Remstered Person remains sub|ect to dlscmlmarv actlon for any breach of these

Rules committed during the period of the former Registered Personnel’s registration
with the Exchange and all other Rules in these Rules, continue to apply in respect of
the former Registered Person to the extent required to give effect to this Rule.

RULE3032.714 DECISIONS OF THE EXCHANGEDecisions of the Exchange

(1)——Subjectto—Rule—2013,—aAny decision of the Exchange shall-is be-final and binding on all
Participating-Organisations-and-rRegistered-persen(s)Person.

(2) A Registered Person can only appeal against any decision of the Exchange if these Rules or
the Directives expressly provide for such a right.

Comment [B118]: Moved to the PO manual
that sets out the application procedures for the
registration of CEOs and Directors.

19 29 December, 2010
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RULE 3034A CHIEF EXECUTIVE OFFICER

_ — - | Comment [B119]: This rule is deleted as
already covered under Rule 302.1

302.2(1). The detailed application procedures

} _ _ - | Comment [B120]: Covered under Rule
are spelt out in the PO Manual.

— — | Comment [B121]: Covered under the general
requirement in Rule 201.1(2) that the Exchange
can request for additional documents the
Exchange thinks fit.

_ — - | Comment [B122]: Covered under Rule
302.12.

RULE-3034A.21 CONFINUING-OBLIGAHONSObligations

(1) Witheut—Throughout the term of the Chief Executive Officer's registrationprejudice—to—any
provisions-of-these-Rules—from-time-to-time-in-foree, the Chief Executive Officer is shall-at-all
times-throughoutthe-term-of-hisregistration-be-responsible for:-

(a) all the activities of the Investment Bank_in relation to the business of trading in
securities on the stock market of the Exchange;-and

(b) the compliance by the Investment Bank with these Rules_and the Directives,-directives;
: N . N

RULE-3034A. 32— APPLICABILITY-OF THE RULES Engagement in other business

777777777777 — - 7| Comment [BB123]: This rule is deleted as it
pre y—excluded—o is no longer applicable. Rules relevant to a
vestment Bank must CEO of an investment bank is stated in this rule.
We have inserted a new rule on the CEQO’s

A Chief Executive Officer of an In
not engage in or hold any interest in any other business that might potentially conflict with being engagement in other business activity which is
a Chief Executive Officer. Before engaging in or holding interest in another business that does in the current Rule 304.2.

20 29 December, 2010



Chapter 3 — Participating Organisations and
Registered Persons

not potentially conflict with being a Chief Executive Officer, the Chief Executive Officer must get

the Investment Bank’s permission.

_ - 1 Comment [B124]: Deleted as now a person is
required to be registered under all relevant
categories applicable to them. See our
comment on previous Rule 305.4 on the re-
designation of HOD to DR that applies here as
well.

P%%E@W 7777777777777777777777777777777777777777777777 _ _ — -/ Comment [B125]: Covered under the general
cessation rule in Rule 302.9.

29 December, 2010
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RULE 304 HEADS

RULE304.1  MINIMUMNUMBER OF HEADSMinimum number of Heads

(1) A Participating Organisation must have at least 3 Heads, namely Head of Dealing, Head of - { comment [B126]: Amendments here made in
Operations and Head of Compliance. No other person other than the Heads is permitted to line with requiring all POs (instead of just UBs
discharge the respective functions of the Heads as stipulated in these Rules.shal— and IBs) to have a HOC. See our comment in

Rule 302.1(1) relating to the deletion of the
requirement to register a CO.

covered under Rule 302.10.

Wﬁmm—as—m&y—be—s%a{e# 777777777777777777777777777777777 - ‘{Comment [B127]: Deleted as this provision is

-

_ = Comment [B128]: This rule on full time
engagement is deleted. The Exchange is of the
opinion that by imposing and setting out clear
obligations to be discharged by the respective
heads in the specific rules relating to each head
is sufficient. The Exchange need not further
specify that the engagement has to be on a full
time basis. In relation to engaging in other
business this has been moved in the specific
rule relating to each head and further amended.

L Please refer to Rule 305,306,307 and 308.

M@W 777777777777777777 ) _- ‘[Comment [B129]: Covered under Rule 604.2. ]

201.1(2).

MM@N'A'EG@W% 777777777777777777777777777777777777 j - ‘{Comment [B130]: Covered under Rule }

Comment [B131]: Covered under the general
," | rule on cessation in Rule 302.6. To note that we
/ will no longer need to accept and approve the
resignation of Heads. However, POs are

/
R%%M%—R%LGJW@N—QF—HEADS. 7777777777777777777777777777777777777 / required to have at all times the minimum

number of Heads as specified in Rule 304.1.

22 29 December, 2010
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Comment [B132]: Unnecessary. POs are
required to have at all times the minimum
number of Heads as specified in Rule 304.1. In
relation to death of a Head or any person
ceasing to be Head for an unexpected reason,
see our comment on Rule 302.9(1).

Comment [B133]: Unnecessary as we
already have the general power under Rule
201.1(2) to do this.

R

Comment [B134]: Covered under Rule
604.2.
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RULE 305 HEAD OF DEALING
RULE-305.1 REQUIREMENTRequirement
(1) Every-A Participating Organisation shall-must appoint at least ene(1) Head of Dealing.
2) A Participating Or_gan_isatiqn _whie#m_at appoints more than ere{1} Head of Dealing mustshat
CRoEn
(a) clearly delineate and document the area and scope of responsibility of each Head of

Dealing is-clearly-delineated-and-documented-at the time of appointment of each-of-the

a Heads of Dealing.; and-in-In the event there is any ef-any-changes-change to-in the
area and scope of responsibility, the Participating Organisation must update the

relevant documentation such-changes-to-be-updated-accordingly; and

(b) that-there-is-have every ne-area of the Participating Organisation’s business in-these
Rules—related-to—dealing—in—securities—which-relating to trading in securities on the
Exchange’s stock market dees-net-fall under the responsibility,—supervision-and-purview

of at least ene-{1) Head of Dealing.

All Heads of Dealing of a Participating Organisation

are jointly respon5|ble for any

where-the Exchange finds that there-is-an-
related-to-dealing-in-seeuritiesrelating to trading in securities on the Exchange’s stock market
that has not been assigned by the Participating Organisation to be within which-dees—netfalt
uﬂdeHhe respon&blhty%upems&enandrpumew of any 9HheLHeads of Deallngﬁaurthe#eads
Dea

RULE305.2 APRPROINTMENTQualification criteria

Qaatmeauen—lA Head of Deallnq appomted bv a PamC|pat|nq Orqanlsatlon must fqulI the
foIIowmq requlrements

@

(a) is—approved by the Commission te—be-appeinted-as the—a head of dealingHead—of
(b) holds a valid—Capital Markets Services Representative’s Licence for Dealing in
Securities R isfi i i

Gemm&tssien—Fe#a&ed—te,—sueh—Heened;fapg 77777777777777777777777777777
(c) has-completed-and-satisfied-the requirements-for registration-with-registered with the

Exchange_as a Head of Dealing.

24

29 December, 2010

i

Comment [B135]: Previously, Rule 305.3(2).
Moved here for a better flow of the Rules.

Comment [B136]: Amended to allow POs to
appoint the Head first and then apply to us for
registration of the Head. However to note that
the Head must not assume any functions of the
Head prior to registration with us.

Comment [B137]: The nature of the
conditions in Chapter 7 of SC’s Licensing
Handbook are more continuing obligations and
it may not be possible to satisfy all these
conditions upon registration with the Exchange.

Comment [B138]: Covered under Rule
302.2(1). The detailed application procedures
are spelt out in the PO Manual.




Chapter 3 — Participating Organisations and
Registered Persons

Comment [B139]: Covered under the general
requirement in Rule 201.1(2) that the Exchange
can request for additional documents the
Exchange thinks fit.

Comment [B140]: Covered under Rule
302.12.

RULE305.3 CONHNUING-OBLIGAHONS-Obligations

)

(b) be responsible for the activities of the Participating Organisation related to dealing
radlng in secuntles on the Exchanqes stock market
shal#be—a&deeem%ed—pu%suam-&eﬂule%@%&@(a)gg_nj 777777777777777777 ] _-

(c) supervise and direct compliance of the Rules and Directives by the Participatjng

Comment [B141]: Unnecessary as Rule
305.1(2)(b) requires that all areas on Dealing in
Securities must be under the responsibility of at
least 1 Head of Dealing.

Organisation ,Registered Persons, employees and agents in matters relating to trading

in securities on the Exchange’s stock market.

Comment [B142]: See our comment under
Rule 307.1(1)(b).

v—Hr—HgL

Comment [B143]: Moved to Rule 305.1(3)
above.

)
)

(1) A Head of Dealing must not engage in or hold any interest in any other business that
might potentially conflict with being a Head of Dealing. Before engaging in or holding
interest in_another business that does not potentially conflict with being a Head of
Dealing, the Head of Dealing must first get the Participating Organisation’s permission.

(2) - In this Rule, “engaging in any business” includes being a director of or a debenture

holder in any entity.

Comment [B144]: This is new rule. Under the
previous Rule 304.2 which is applicable to all
heads, a head is not allowed to engage in any
other business activities. We have removed
Rule 304.2 and inserted a new rule for each
head respectively that the prohibition is only
applicable in relation to engagement that could
potentially result in a conflict of interest. If the
engagement does not conflict with the
discharge of the head of dealing function, the
head of dealing can continue with the
engagement if the PO approves of such an
engagement. The PO’s approval is still required
so that the PO can make an assessment on
whether the other engagement can potentially
compromise on the effective discharge of the

kfunctions of the head with the PO.

J

Comment [B145]: Deleted as now a person is
required to be registered under all relevant
categories applicable to them. For example, a
HOD that also carries on the functions of a DR
(defined in Rule 101.1(1) as a holder of a
CMSRL for Dealings in Securities who Trades
in Securities) must be registered under both
categories: HOD and DR. Please also see the
requirements in the PO Manual on registration
of a person falling within 2 or more categories of
Registered Person(s).
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RULE-305.54 RERORHNGReporting

(1) A Head of Deallng (exeepparHeadreHQeahﬂg@%westmermBamesha#must report directly

-~ -| Comment [B146]: “Board of Directors” is now
a defined term under Rule 101.1(1).

_ — - | Comment [B147]: Unnecessary with the
introduction of the new Rule 102.4. Rule 102.4
states that if a provision in these Rules is
expressed to be inapplicable to an IB or a

X i i Registered Person(s)of an IB, the relevant

(2) Rule 305.45(1) is not applicable to a Head of Dealing of an Investment Bank. requirements imposed by BNM or SC will apply

instead.
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RULE 306 HEAD OF OPERATIONS

RULE-306.1 REQUIREMENTRequirement

@

@

Every-A Participating Organisation shal-must appoint at least ene{1)} Head of Operations.:

A Participating Organisation which-that appoints more than ene—{1) Head of Operations shaill
mustersyre: thetolleudneis safshod —

(@ clearly delineate and document the area and scope of responsibility of each Head of

Operations is-clearly-delineated-and-doeumented-at the time of appointment of a each
of-the-Heads of Operations. ;-and-in-In the event there is any ef-any-changes-change in
to-the area and scope of responsibility, the Participating Organisation must update the

relevant documentation such-changes-to-be-updated-accordingly; and

(b) that-there-is-have no-all the operational activities of the area-in-these-Rules—related-to
Participating Organisation relating to trading in securities on the Exchanges stock
market (“operational activities”) the—operational—activities—of—the—Patticipating

fall under the responsibility;—supervision-and-purview of at

Organisation-which-dees-net
least ene(1) Head of Operations:;

All_Heads of Operations of a Patrticipating - ‘{Comment [B148]: Previously, Rule 306.3(2).
Organisation are jointly responsible for anv operational activities of where-the-Exchange-finds Moved here for a better flow of the Rules.
that-there-is-an-area-in-these-Rulesrelated-te-the Participating Organisationeperational-activities

of-the-Participating-Organisation-_that has not been assigned by the Participating Organisation

to be within the which-does-netfall-under-the-responsibility;supervision-and-purview of any of

the-Heads of Operations,-all-the-Heads of Operationsshall-be jointly liable for-any breach-that

may-occurinrespect of that area.

RULE306.2 APPOINTMENTQualification criteria

@

27

Qaahﬂeaﬂen—[/-\ Head of Operatlons appomted bv a Partlcmatlnq Orqanlsatlon must fulfll the
foIIowmq reqwrements

. — _ — - | Comment [B149]: Amended to allow POs to

appoint the Head first and then apply to us for
registration of the Head. However to note that
the Head must not assume any functions of the
Head prior to registration with us.

@)

rules on Head of Dealing and Head of

_ — - | Comment [B150]: For consistency with the
Compliance.

(b) does not hold a Capital Markets Services Representative’s Licence; and

(c) has-completed-and-satisfied-the requirements-registered with forregistration-with-the

Exchange_as a Head of Operations.

302.2(1). The detailed application procedures

Comment [B151]: Covered under Rule
are spelt out in the PO Manual.
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RULE-306.3 CONHNUING-OBLIGATIONSObDligations

(2) Witheut-Throughout the term of a Head of Operation’s registrationprejudice-to-any-provisions-of
&hese—RuJes—#em—nme—te—Hme—m—feFee the Head of Operatlons mustthe—feﬂemng—emqm{lens

Comment [B152]: Covered under the general
requirement in Rule 201.1(2) that the Exchange
can request for additional documents the
Exchange thinks fit.

Comment [B153]: Covered under Rule
302.12.

(c) supervise_and direct compliance of the Rules and Directives by the Participating
Organisation,Registered Persons,employees and agents in matters relating to the

Comment [B154]: This is already in Rule
306.1(1).

Comment [B155]: Unnecessary as Rule
306.1(2)(b) requires that all operational
activities are under the responsibility of at least
1 Head of Operations.

Comment [B156]: Unnecessary as only those
that hold a CMSRL to deal in securities may
deal in securities. HOO cannot hold CMSRL.

Participating Organisation’s operational activities.

306.4 [Engagementin other business

(1) A Head of Operation must not engage in or hold any interest in any other business that
might potentially conflict with being a Head of Operation. Before engaging in or holding
interest in_another business that does not potentially conflict with being a Head of
Operation, the Head of Operation must first get the Participating Organisation’s
permission.

(2) In this Rule, “engaging in any business” includes being a director of or a debenture
holder in any entity.

28 29 December, 2010

Comment [B157]: See our comment under
Rule 307.1(1).

/
r—\w r—‘ﬂ444L/—R

Comment [B158]: Moved to Rule 306.1(3)
above.

7 3
Comment [B159]: This is new rule. Under the

kfunctions of the head with the PO.

previous Rule 304.2 which is applicable to all
heads, a head is not allowed to engage in any
other business activities. We have removed
Rule 304.2 and inserted a new rule for each
head respectively that the prohibition is only
applicable in relation to engagement that could
potentially result in a conflict of interest. If the
engagement does not conflict with the
discharge of the head of dealing function, the
head of dealing can continue with the
engagement if the PO approves of such an
engagement. The PO’s approval is still required
so that the PO can make an assessment on
whether the other engagement can potentially
compromise on the effective discharge of the
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RULE-306.45 RERORTINGReporting

(1) A Head of Operations {except-aHead-of- Operations-of-an-nvestmentBank) shall-must report
directly to the beard-of-directorsBoard of Directors of the Participating Organisation.

_ — - 7| Comment [B160]: Unnecessary with the
introduction of the new Rule 102.4. Rule 102.4
states that if a provision in these Rules is
expressed to be inapplicable to an IB or a
Registered Person(s)of an IB, the relevant

(2) Rule 306.5(1) is not applicable to a Head of Operations of an Investment Bank. requirements imposed by BNM or SC will apply

instead.
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RULE 307 HEAD OF COMPLIANCE

RULE-307.1

REQUIREMENTRequirement

| with Securities Laws, these Rules, the
ofthe-Heads of Compliance. ;-and-in-In the event there is any ef-any-changes-change in Directives, any decision made by the Exchange
to-the area and scope of responsibility, the Participating Organisation must update the

A Participating Organisation which-that appoints more than ere—{1) Head of Compliance shal |

clearly delineate and document the area and scope of responsibility of each Head of f
Compliance is-clearly-delineated-and-documented-at the time of appointment of a each '

Comment [B161]: The responsibility of

ensuring compliance is the responsibility of a

i PO and the management of PO. The role of

}‘ head of Compliance and the Compliance
Officers is to monitor and advise the POs on

compliance matters. We have amended the

| rules to reflect the above position. The

amendments are as follows:

(a) Responsibility of a PO and Board of

‘ Directors — obligation to ensure compliance

relevant documentation such-changes-to-be-updated-accordingly; and

that-there-is-ne-have every area in-these-Rules—related-to-relating to the compliance
matters-of-the-Participating-Organisation-which-

functions referred to in Rule 307. 3(1)(b)

dees—netfall under the responsibility;supervision-and-purview of at least ene(1) Head

@
mustensure: the following-is satisfied —
@
(b)
of Compliance.
©))

If r-the—event-the compliance functions of a [Universal-BrokerParticipating Organisation| are

undertaken at Group levelLevel in accordance with —Rule-511 607, the UniversalBroker |
Participating Organisation may eleet-choose not to appoint a Head of Compliance

(4)___ Jointre

Organisation are |0|ntlv responsible for any

All Heads of Compliance of a Patrticipating

Wher&th&l%)eehaF}ge#H%ds#}aHheF&lsﬂnﬁe&m
these-Rules-related-to-compliance function referred to in Rule 307. 3(1)(b) that has not been

assigned by the Participating Organisation to be matters-which-within dees-net-fall-under-the

respon&blllty—su—pem&en—aﬂd—puwtwew of any ef—the—Heads of Compllance—au—the—Heads—ef
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1 . | supervise and direct compliance in matters

and the PO's internal policies and procedures.
“ The PO and BOD bears this responsibility
| whether or not the breach was caused by the

PO’s Registered Person(s), employee or officer
‘ or other person
| (b) Responsibility of HOC and HGC — both

have the same obligations in that to monitor
compliance and to carry out checks from time to
! time to ensure compliance with the Securities
0 Laws etc. Also, to advise and guide the PO and
the PO’s Registered Person(s) and employees
' | on all regulatory requirements that they need to
“ “ comply with. The role of the HOC here is
\ | | drafted on this basis.

(c) Responsibility of HOD - obligation to

o | | relating to trading in securities.

(d) Responsibility of HOO — obligation to
supervise and direct compliance in matters
! " \ relating to operations.

| The obligations in paragraphs (b), (c) and (d)
! “\ | will be covered under this Chapter 3.

) Comment [B162]: We are proposing that the
Nl function of the HOC be required for all POs and
\ not just for UBs and IBs. The experience and
) qualification level of a HOC of IBs and UBs and

\1 " HOC of Non IBs and UBs are as follows:-

.1 | (@ HOC for IBs and UBs — Must have a
recognised degree with at least 3 years direct

‘\ experience in the CM or recognised diploma

.1 | and at least 8 years relevant experience in

| I | capital market;

(b) HOC for non IBs and UBs — Must have a

0 recognised degree with 3 years relevant

\ 1| experience in the capital market or a recognised

diploma and 5 years relevant experience in the
capital market.

Comment [B163]: Bringing this rule in line
|| with SC’s Guidelines on Performance of
|| Supervisory Functions at Group Level for

Capital Market Intermediaries which apply to all
'l POs and not just UBs.

Comment [B164]: Previously, Rule 307.4(2).
Moved her for a better flow of the Rules.
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RULE307.2 APPOINTMENTQualification criteria

1) Qualification:—A Head of Comohance appomted by a Partlcmatlnq Orqamsatlon must fqu|I the
foIIowmq requnrements

@)

approved by the Commlsswn as a Head of Compllance

(b) does not hold a Capital Markets Services Representative’s Licence; and

(c) registered with w
as a Head of Compliance.

v 2 —Throughout the
term of a Head of Comphances remstratlon the Head of Comollance musttheﬁfeuemmg

31 29 December, 2010

Comment [B165]: Amended to allow POs to
appoint the Head first and then apply to us for
registration of the Head. However to note that
the Head must not assume any functions of the
Head prior to registration with us.

Comment [B166]: Covered under Rule
302.2(1). The detailed application procedures
are spelt out in the PO Manual.

Comment [B167]: Covered under the general
requirement in Rule 201.1(2) that the Exchange
can request for additional documents the
Exchange thinks fit.

Comment [B168]: Covered under Rule
302.12.

Comment [B169]: Covered under Rule
302.10.
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(ii)

to advise and guide the Participating Organisation and the Participating

Rule 307.4 Engagement in other business

Organisation’s Registered Person(s), employees and agents on requirements

of these Rules, the Directives and the Securities Laws that the Participating

Organisation and the Participating Organisation’s Registered Person(s),

employees and agents need to comply with in the conduct of the Participating

Organisation’s business.

Q) A Head of Compliance must not engage in or hold any interest in any other business that might

potentially conflict with being a Head of Compliance. Before engaging in or holding interest in

another business that does not potentially conflict with being a Head of Compliance, the Head

of Compliance must first get the Participating Organisation’s permission.

(2) In this Rule, “engaging in any business” includes being a director of or a debenture holder in

any entity.

RULE307.75 REPRPORTNGReporting

32
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to meniter-supervise and direct compliance of these Rules, the Directives and it
the Securities Laws by the Participating Organisation and the Participating |
Organisation’s Registered Person(s), employees and agents and in this
respect, to carry out proper checks and reviews to monitor and ensure
compliance; and

Il
\
Il
|

1

\
\
\

-
Comment [B170]: The responsibility of
ensuring compliance is the responsibility of a
PO and the management of PO. The role of
head of Compliance and the Compliance
Officers is to supervise and direct compliance of
the Rules, the Directives and Securities Law by
the POs. We have amended the rules to reflect
the above position. The amendments are as
follows:

(a) Responsibility of a PO and Board of
Directors — obligation to ensure compliance
with Securities Laws, these Rules, the
Directives, any decision made by the Exchange
and the PO’s internal policies and procedures.
The PO and BOD bears this responsibility
whether or not the breach was caused by the
PO’s Registered Person(s), employee or officer
or other person

(b) Responsibility of HOC and HGC — both
have the same obligations in that to supervise
and direct compliance and to carry out proper
checks and reviews from time to time to monitor
and ensure compliance with the Securities Laws
etc. Also, to advise and guide the PO and the

PO's Registered Person(s)and employees on all
regulatory requirements that they need to
comply with. The role of the HOC here is
drafted on this basis.

(c) Responsibility of HOD - obligation to

supervise and direct compliance in matters

relating to trading in securities.

(d) Responsibility of HOO — obligation to

supervise and direct compliance in matters

relating to operations.

The obligations in paragraphs (b), (c) and (d)
| will be covered under this Chapter 3.

L

Comment [B171]: Unnecessary as the

amended rules would now require the HOC to

\ comply with the requirements of previous Rule
309.

Comment [B172]: Unnecessary as Rule
307.1(2)(b) requires that all compliance
functions are under the responsibility of at least
‘\ 1 Head of Compliance.

Comment [B173]: Unnecessary as only those
that hold a CMSRL to deal in securities may
| deal in securities. HOC cannot hold CMSRL.

Comment [B174]: Included as a continuing
obligation of a Registered Person(s) generally
instead of just a continuing obligation for a
HOC.

Comment [B175]: Unnecessary as this would
be a repeat of the employee transaction rules
under Chapter 7.

Comment [B176]: Moved to Rule 307.1(3)
above.

I o
Comment [B177]: This is new rule. Under the
previous Rule 304.2 which is applicable to all
heads, a head is not allowed to engage in any
other business activities. We have removed
Rule 304.2 and inserted a new rule for each
head respectively that the prohibition is only
applicable in relation to engagement that could
potentially result in a conflict of interest. If the
engagement does not conflict with the
discharge of the head of dealing function, the
head of dealing can continue with the
engagement if the PO approves of such an
| engagement. The PO’s approval is still rm
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(\1D A Head of Compliance (exee%#lead@#@emplhaﬂe&eﬁa#tmrestmen&Baﬂl@%ha#must report - {(:omment [B178]: Previously, Rule 307.7. }

_ - | Comment [B179]: Unnecessary with the
introduction of the new Rule 102.4. Rule 102.4
states that if a provision in these Rules is
expressed to be inapplicable to an IB or a
Registered Person(s) of an IB, the relevant

(2) Rule 307.5(1) is not applicable to a Head of Compliance of an Investment Bank. requirements imposed by BNM or SC will apply

instead.

307.6 Reporting of breaches or irregularities

(1) A Head of Compliance must Cen Comment [B180]: Previously, Rule 309.6 that
Orqanrsatron s Board of Drrectors and the Exchange if the Head of Compliance board—of applied to COs. In view of our clarification on
becomes aware of any matter the roles in relation to compliance highlighted in
- L X ) L . our comment on Rule 307.1(1)(b), this rule now
whichthat, in his-the Head of Compliance’s opinion, may: - applies to the HOC.
(@ constitute a breach of any provision of the Securities Laws;
(b) involve the potential default of the Participating Organisation against the Clearing
House or other counterparty;
(c) rresulﬁ in_a_significant drop to_the minimum—financial __ - - comment [B181]: We have amended this

rule to capture a drop to the financial position of
the PO and not just a drop that would result in a
breach of the minimum financial requirement of

the PO.
(d) jeopardise-have significant adverse effect on the menies—{funds—cellateral—property-or
assets-of the-clients-Client's assets held-by-the Participating Organisation_holds; and/oer
(e) significantly adverse affect—effect on the risk position and financial integrity of the
Participating Organisation:;
(). result in a regulatory or disciplinary action being taken against the Participating __ - { comment [B182]: To impose an obligation on
Organisation or any of the Participating Organisation’s Registered Person(s), the HOC to report any regulatory or disciplinary

action against the PO or its Registered

employees or agents by any other regulatory authority; Person(9). employees or agents

(ab involve the Participating Organisation’s Registered Person(s), employee or agent of the - | comment [B183]: To impose an obligation on

Participating Organisation in a fraudulent conduct; or the HOC to report any matter that may involve a
Registered Person(s), employee or agent of the
PO in a fraudulent conduct.

(h) adversely affect the Participating Organisation’s ability to comply with these Rules.

“| Comment [B184]: To impose an obligation on

the HOC to report any matter that may
(\ZQ In addition to the reporting requirement in Rule 307.56(1)309-6(1)}, the Complance Officer-Head e e T e erelli @ Sy

of Compliance must shal-immediately report to the Commission upon hira-becoming aware of these Rules.

any matter under Rule 307. 65(1)(a)309-6(1)(a).

\[Comment [B185]: Previously, Rule 309.6(2). J

(3) The Head of Compliance must: P {Comment [B186]: Previously, Rule 309.6(3). ]

(@ within 30 days of reporting to the Board of Directors under Rule 307. 6(1),
Officer-shall-inform the Exchange (in relation to matters reported under Rule 307. 6(1))

and the | Commlssron (in relatron to matters reported under Rule 307 6(2)) wrelatren%e

(i) the Board of Director’'s decision ef-the-Participating-Organisation's-beard-of-in
relation to the matter; directors-and

(i) partietlars-ef-any-the corrective measures and decided courses of actions the
Board of Directors will take or that have taken-erto-been taken—as-the-case
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(b) thereafter, inform the Exchange and Commission (if applicable) of the completion of the
measures and actions taken, if any.

(4) In the case of an Investment Bank, the Head of Compliance of an Investment Bank must report
on matters set out in Rule 307.6(1) to the person or committee to whom the Head of
Compliance is required to report to under the Guidelines on Investment Banks. In this regard,
reference to the Board of Directors in Rules 307. 6(1) and 307. 6(3) are to be read to include
the ‘person or committee’ a Head of Compliance of an Investment Bank reports to under the
Guidelines on Investment Banks.

307.7 Reporting on compliance matters

- ‘[Comment [B187]: Previously, Rule 309.8(1). ]

pertalnlng to compllance eﬁheﬁamemammuergamsauowto the attentlon of any of the Heads or
other senior management of the Participating Organisation forse—as—te—enable appropriate

actions to be taken.

= {Comment [B188]: Previously, Rule 309.8(2). ]

(a) report directly to the Participating Organisation’s Board of Directorsbeard-ef-directors
and-in-this-respect;-must; and

(b) submit monthly written reports to the Participating Organisation’s Board of Directors

board—of—directors—of —the—Participating—Organisation—on all matters pertaining to
comphance W|th M@M}g@@%ﬂﬁﬂ@%the Securities Laws, these Rules

_ — - | Comment [B189]: Deleted as “Directives” is
now a defined term.

_ - — 7| Comment [B190]: Unnecessary as all matters
pertaining to compliance would include matters
brought to the attention of the persons

309.8(2)-shal-Rule 307. 7(2) must be submﬂ%edrmade to the relevant person_(s), bedy-and/or .  (mentionedin Rule 307.5(1).

committee to whom the Head of Compliance of an Investment Bank reports to under in ) ‘[Comment [B191]: Previously, Rule }
accordance-with-the-reguirements-of- the Guidelines on Investment Banks. 309.8(2A).
(4) ___The Participating Organisation’s Board of Directors board—ef-directors—of-the—Partic - {Comment [B192]: Previously, Rule 309.8(3). }

Organisatien,—or in the case of an Investment Bank, the relevant-person{s)—body andlor
committee to whom the Head of Compliance of an Investment Bank reports_to , in-accerdance
with-therequirements—of-the-Guidelines—ontnvestment-Banks-must deliberate on the written
written-reports and decide on the

and decide on the referred-to-inthe Rule-309-8(2)-or Rule-309-8(2A)as the case
may-be,-at-its-proper-meeting-so-that-appropriate actions er-decisions—can-to be taken. }Pmpe;
records of such-deliberations-must be-maintained, - | Comment [B193]: Doing away with a

***************************** prescriptive rule and relying on Rule 501.4 that
POs are required to keep proper records to
evidence compliance with the Rules

‘[Comment [B194]: Previously, Rule 309.8(4). ]

Comment [B195]: Doing away with a
prescriptive rule and relying on the principle that
the written reports must be submitted monthly to
the Exchange

-| Comment [B196]: Previously, Rule 309.8(5).
Unnecessary as pursuant to Rule 308.4(1), the
obligations of a HOC under Rule 307.5 and
307.6 would apply equally to a HGC.

i - = ‘[Comment [B197]: Covered under Rule 307.5

above.
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_ - 7| Comment [B198]: No longer relevant in light
of the fact that the reporting obligations are now
on the HOC and not on the CO.
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RULE 3087A° HEAD GROUP COMPLIANCE

RULE-3087A.1 REQUIREMENTTO-REGISTERRequirement

(1) Where-If the Participating Organisation’s compliance functions referred to in Rule 604 ef-a
Participating-Organisation-are undertaken at Group level-Level in accordance with Rule-51%
607, the Participating Organisation shall-must register the ensure—that-the—Head Group
Compliance with isregistered-with-the Exchange-in-aceerdance-with-Rule-307A:2.

@ ___A Participating Organisation that appoints more than 1 Head Group Compliance must: _ -~ 7| Comment [B199]: To cater for the situation
where there is more than 1 Head Group
() clearly delineate and document the area and scope of responsibility of each Head Compliance. Also for consistency with the rules

Group Compliance at the time of appointment of a Head Group Compliance. In the on HOD, HOO and HOC.

event there is any change in the area and scope of responsibility, the Participating
Organisation must update the relevant documentation accordingly; and

(b) have every area relating to the compliance functions fall within the responsibility of at
least 1 Head Group Compliance.

_ -~ Comment [B200]: Covered under Rule
302.2(1). The detailed application procedures
are spelt out in the PO Manual.

— — 1 Comment [B201]: Covered under the general
requirement in Rule 201.1(2) that the Exchange
can request for additional documents the
Exchange thinks fit.

* _ _ - | Comment [B202]: Covered under Rule
302.12.

- ‘[Comment [B203]: Covered under Rule 302.9. ]

_ — — | Comment [B204]: Covered under Rule
302.10.
B08.2 Qualification criterid _ _ — -| Comment [B205]: Including the qualification
criteria for a Head Group Compliance for
[€)) A Head Group Compliance appointed by the Participating Organisation must fulfil the following GelTElEEY Wil e Cis (s @, Wiz e

Head of Dealing, Head of Operations etc.

reguirements:
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(a) does not hold a Capital Markets Services Representative’s Licence; and
(b) registered with the Exchange as a Head Group Compliance.
RULE-307A8.43 CONTNUING-OBLHIGATIONSODbligations

other rules e.g. rule on Head of Dealing, Head

Comment [B206]: For consistency with the
of Operations etc.

(1)
(@) ~ continue to satisfy the qualification criteria;and - w
(b) the-Head-Group-Compliance-shall-be responsible for all-compliance matters-as_matters

as set out under Rule 307.3(1)(b)-envisaged-in-these-Rules.;-and

308.4 Engagement in other business

1) A Head Group Compliance must not engage in or hold any interest in any other business that
might potentially conflict with being a Head Group Compliance. Before engaging in or holding
interest in another business that does not potentially conflict with being a Head Group
Compliance, the Head Group Compliance must first get the Participating Organisation’s
permission.

(2) In this Rule, “engaging in any business” includes being a director of or a debenture holder in
any entity.

308.5 Applicability of Rules

21) Al prowsmns in these Rules_and the Directives ;
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that hold a CMSRL to deal in securities may

Comment [B207]: Unnecessary as only those
deal in securities. HGC cannot hold CMSRL.

Comment [B208]: Included as a continuing
obligation of a Registered Person(s) generally
instead of just a continuing obligation for a
HGC.

Comment [B209]: The obligation to report
breaches and irregularities and monthly
reporting etc. in Rules 307.5 and 307.6 will
apply to the HGC if the compliance functions
referred to in Rule 307.3 (1)(b) are undertaken
at Group level.

Comment [B210]: Covered under Rule 307.6
which is applicable to a HGC by virtue of Rule
308.5.
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RULE 30968 DIRECTORS

RULE-3089.1 APPOINTMENTRequirement

(1) Reguirement—for—Registration——A Participating Organisation shal-must register with—the
Partlcmatlnq Orqanlsatlon s Directors with the Exchange-al-persons-appeinted-as-directors-of

Comment [B211]: Covered under Rule
302.2(1). The detailed application procedures
are spelt out in the PO Manual.

_ -~ Comment [B212]: Covered under the general
requirement in Rule 201.1(2) that the Exchange
can request for additional documents the
Exchange thinks fit.

~ 7| Comment [B213]: Covered under Rule
302.12.

RULE-3089.2 CONHNUING-OBLIGATIONSObDligations

)

i m e-Throughout the
term of a Dlrectors remstratlon the Dlrector is respon5|ble for me—ﬁelmg—eenm&ems—shau—a{
all-imes-througheoutthe-term-of-hisregistration—apph-te-a-director—

(a) a—director—shall-prior—to—and-—afterbeing—registered—comply-all the activities of the

Participating Organisation;

(b) compliance with these Rules, the Directives and Securities Laws by the Participating
Organisation and the Participating Organisation’s Registered Person(s), employees and
agents; and

(c) satisfying with-the qualifications preseribed-by-the Commission_or the Central Bank ( for
a Director of an Investment Bank) stlpulates—m—the—ease—ef—me—meter—ef—an

Comment [B214]: Unnecessary as only those
that hold a CMSRL to deal in securities may
deal in securities.

_ — — | Comment [B215]: Covered under Rule 302.9.
No longer requiring the resignation of a Director
to be accepted by us before the resignation of a
Director can take effect.
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Comment [B216]: See comment on Rule
302.9 (1).

Comment [B217]: Unnecessary as we
already have a general power under Rule
201.1(2) to issue directives etc. for the purposes
of or in connection with these Rules.

. Comment [B218]: Streamlining the

interest in _any other business that mlqht potentially conflict with being a Director of a prohibition on engaging in other business
Participating Organisation. activities by Heads, DRs and EDs. To note that
this means that if there is a conflict of interest in
. i . X X X i the ED holding shares in a particular company,
(2) Before engaging in or holding any interest in another business that does not potentially conflict the ED cannot hold such shares.

with being a Director, the Director must first get the Participating Organisation’s permission.

3) A Participating Organisation must ensure that the Director is not permitted to hold more than 15
directorships in any other business.

(4) In this Rule, “engaging in any business” includes being a director of or a debenture holder in
any entity.

RULE-3089.64 DEEMINGPROVSIONDeeming provision

1) A dDirector of a Participating Organisation who was, has-net-been-expelied-from-membership-of

the-Exchange-helding-company-immediately prior to the eConversion dDate, a member of the
Exchange Holding Company is shal-be-deemed to—be-a rRegistered pPerson(s) after the

Conversion Date(s) until the Director ceases to be a Rregistered Pperson(s) in accordance with

these Rules Iand shall contlnue to be bound by these Rules and the Dlrectlvesany—mlfesr

_ — — | Comment [B219]: Covered under Rule
302.5(1)(b).

2 All references to the-a dDirector in histher-the Director’'s former capacity as a member of the

Exchange hHoIdmg eCompany in any undertaklng, declaratlon mdemmty or other document
7 v y will be construed
as references to the eIDlrector in hisrthe Director’s capacuy as a rReglstered pPerson(s) under
these Rules.

309.5 Liability

Comment [B220]: To ensure that we can take

() __Any action by the Exchange under these Rules against a_Director of a_Participating -~ | Scion sgel e SOB5a B0 REHEE o
Organisation , may be taken against the Director either alone or jointly and severally with may take it against a Director either alone

another or other Directors. or jointly and severally with another or other
Directors.

40 29 December, 2010



Chapter 3 — Participating Organisations and
Registered Persons

_ - 7 Comment [B221]: See our comment in Rule
302.1(1) relating to the deletion of the
requirement to register a Compliance Officer.
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_ — - 7| Comment [B222]: This will now be an
obligation on the HOC and HGC. Please see
the respective rules.

RULE 309.5 VACANCY OF COMPLIANCE OFEICER _ 7| Comment [B223]: The requirements on filling
el ey - - - - - = 1 a vacancy of a HOC and HGC is covered under

Rule 302.10.
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_ — - 7| Comment [B224]: This will now be an
obligation on the HOC and HGC. Please see
the respective rules.
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LRUL%GQJ—UEHMAIER%PQN&%M@N—GQMPHANGEMMERQ _ - 1 Comment [B225]: Covered under Rule 604.2

7777777777777777 which states that the PO and the PO’s Board of
Directors are responsible and accountable for
compliance with these Rules, the Directives and

. P . X . M . £ i Securities Laws by the PO, the PO’s Registered

| Person(s), employees and agents.

_ — — | Comment [B226]: This will now be an
obligation on the HOC and HGC. Please see
the respective rules.
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RULE 309.9— PERFORMANCE OF COMPLIANCE OFFICER
)—{beleted}

[The rest of this page is intentionally left blank]
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RULE 310 DEALER'S REPRESENTATIVES

RULE 310.1  Categories
(\1D7 __ The cateqories of Dealer's Representativesare: =~~~
(@) Commissioned Dealer’'s Representatives;
(b) Salaried Dealer's Representatives; and
() __ Proprietary Day Traders.
RULE310.2 EMPLOYMENT ORENGAGEMENT OF DEALER'S-REPRESENTATIVERequirement
1) Registration—A Ne-Participating Organisation must register the Participating Organisation’s
Dealer's Representatives with the Exchangeshall-employ-er-engage-a-Dealer's-Representative
B B e R e Rt e e
@ The registration of a Proprietary Day Trader is a privilege extended to a Participating

Organisation and the Proprietary Day Trader. As such, the Exchange may reject an application
for registration of a Proprietary Day Trader without assigning any reasons for the rejection.
Once registered, the Exchange may de-register or suspend a Proprietary Day Trade
automatically at any time without assigning any reasons and subject to such terms and
conditions the Exchange determines. Rule 302.3 does not apply to a rejection of an application
for reqistration of a Proprietary Day Trader.
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Comment [B227]: Since a person is required
to be registered under all categories applicable
to him, this rule excluding the application of this
rule to Heads of Dealing can be done away
with. Besides, the requirements on continuing
obligations, remuneration, transfer etc. should
apply equally to Heads of Dealing.

To clarify, the transfer fee payable for the
transfer of a HOD would depend on whether the
HOD is paid on a salaried basis or on a
commissioned basis.

Comment [B228]: To set out clearly the
categories of DRs under these Rules. To note
that the PO Manual requires a PO to specify in
the relevant registration forms the category of
DR the registration is in respect of.

Comment [B229]: Incorporating the
requirement to register Proprietary Day Traders
(currently in R/R 17 of 2006) into these Rules.
As such, paragraph 6 of R/R 17 of 2006 can be
revoked.

To clarify, PDTs are a category of DRs.

Comment [B230]: To make it clear that the
Exchange has the right to reject an application
for registration of a PDT without assigning any
reasons for the rejection. Previously, this was in
para 6.6 of R/R 17 of 2006.

Comment [B231]: Unnecessary to state
whether a particular breach of these Rules will
be considered a serious offence and a violation
of these Rules. A breach of any of these Rules
will be dealt with under Chapter 15 of these
Rules.

Comment [B232]: Covered under Rule
302.2(1).

Comment [B233]: Moved to the rule on
remuneration in Rule 310.6.

Comment [B234]: Moved to the rule on
remuneration in Rule 310.6.

Comment [B235]: Moved to the rule on
remuneration in Rule 310.6.

Comment [B236]: Deleted in view of the
liberalization of the sharing structure.
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[ |

REGISTRAHON-OF BEALER'S REPRESENTATVEQualification criteria

Qual#leaﬂen—lA Dealer's Representative appointed by a Participating Organisation must fulfil
the following requirements: Ne—persen—shau—be—pegistemdﬂas—a—Dea#e%erFesemaWe—by—the

(a) holds a Capital Markets Services Representative’s Licence for Dealing in
Securities : ive's—li isfi i i
; and 1
(b) registered with the Exchange as a Dealer's Representative based on the categories in

Rule 310.1(1).

In_addition to the requirements in Rule 310.3(1), a Proprietary Day Trader appointed by a

47

Participating Organisation must also not hold a Capital Markets Services Representative’s
Licence for Trading in Futures Contracts.

29 December, 2010

Comment [B237]: The key obligation of the
DR contained in the Standard Remisier’s
Agreement (“SRA”) has been incorporated into
Rule 310.4(1). Key obligations of the PO
contained in the SRA have been incorporated
under Rule 310.7.

- {Comment [B238]: Covered under Rule 302.6. ]

Comment [B239]: Covered under Rule
501.3(1) and the directives elaborating the
principle in this rule.

Comment [B240]: Covered under Rule
302.12.

Comment [B241]: Moved to Rule 310.9(1)
below.

Comment [B242]: Amended to allow POs to
appoint the DR first and then apply to us for
registration of the DR.

Comment [B243]: The nature of the
conditions in Chapter 7 of SC's Licensing
Handbook are more continuing obligations and
it may not be possible to satisfy all these
conditions upon registration with the Exchange.

Comment [B244]: Setting out the additional
requirement for a PDT. The prohibition on PDTs
to hold a futures broker’s representative license
is taken from para 6.2 of R/R 17 of 2006.

Comment [B245]: Covered under Rule
302.2(1). The detailed application procedures
are spelt out in the PO Manual.

Comment [B246]: Covered under the general
requirement in Rule 201.1(2) that the Exchange
can request for additional documents the
Exchange thinks fit.
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RULE-310.4 CONFINUING-OBLIGATIONS-OF-A-DEALER'S- REPRESENTATIE-Obligations
1) Witheut-Throughout the term of a Dealer's Representative’s registration with the Exchange, the

48

Dealer s Representatwe de%w%m&%es&%ﬂesﬁe#%&m&teﬂm&m%&

(b)

nly ene—(l) Partlmpatlng Organlsatlon

(c) a-Dealer's-Representative-shall-must be employed or engaged on a full-time basis by a
Participating Organisation;

(d) must only operate as a Dealer's Representative from a place approved by the
Commission;

Organisation in all the Dealer’s Representative’s dealings;

f ‘ .

() must _not accept payment from Clients or hold_any Client's assets_in _the Dealer’s

Representative’s name and must ensure that Clients make payments and lodgement of
assets directly to the Participating Organisation;

(id) must not engage in or hold any interest

activity_that might potentially conflict with being a Dealer's Representative. Before [

engaging in or holding interest in another business that does not potentially conflict with
being a Dealer’'s Representative, the Dealer's Representative must first get the Dealer’s
Representative’s Participating Organisation’s permission.—save—and—except—for—the

29 December, 2010

- ‘{Comment [B247]: Covered under Rule

302.12.

Comment [B248]: Moved to the rule on scope
of activities on DRs in Rule 310.5 as this
requirement is not so much a continuing
obligation but rather an exclusion to the rule
requiring a DR to be employed or engaged on a
full-time basis by a PO.

Comment [B249]: Unnecessary as we have
the general power to direct DRs to do so under
Chapter 2.

Comment [B250]: Incorporated from the
SRA.

Comment [B251]: Incorporating the principle
in paragraph 5.1.7 of the Standard Remisier's

Agreement that payments by Clients should be
made directly to the Participating Organisation.

Comment [B252]: Liberalising the current
prohibition on DRs from holding shares in or
being a director of a company or corporation.
Now, a DR may do so if the DR’s PO consents
and it is clear that there is no conflict with the
DR's role as a DR in the PO.
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In this Rule, “engaging in any business” includes being a director of or a debenture

holder in any entity.

operate as a Dealers Representatlve from ina partlcular pFanses—e#at—a—pa%ﬂeutat

location on a continuous basis so as to be construed as carrying eut-on a business of
dDeallng in sSecurities m%pmmﬁe&epat that Iocatlon unless that prem+se&or

EAPuﬂdeHheseRuJeslocanon is approved by the Exchanqe or the Commlssmn as a

place from where the Dealer's Representative’s Participating Organisation may carry on
the Participating Organisation’s business;

if the Dealer's Representative trades on Client’s behalf,

properly verify the identity of the applicant and the information provided in the
applicant’s account opening application form. A Dealer's Representative is shal-be-held
liable for any lesses-loss arising from his-the Dealer's Representativebreach—efRule
404-4(6)a) failing to properly verify the identity of the applicant and the information
provided in the applicant’s account opening application form:;

if the Dealer's Representative is a Proprietary Day Trader, must only operate the Day

(k)

Trading Activities Account and no other account; and and-must-comply-with-such-other
reguirements-relating-to-Day-trading-the-Exchange-stipulates:

Imust not undertake trading for the Participating_Organisation’s Client if the Dealer's

Representative undertakes proprietary trading for the Participating Organisation and
vice versa.

1310.5 Scope of activities|
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Comment [B253]: Covered under Rule
310.4(1)(g) above because being a director of
or a debenture holder in such companies would
amount to engaging in business that may
potentially conflict with being a DR.

Comment [B254]: Covered under Rule
310.4(1)(g) above because being a director of
or a debenture holder in such companies would
amount to engaging in business that may
potentially conflict with being a DR.

Comment [B255]: Covered under the general
rule requiring all Registered Person(s) to
observe professional conduct, high standards of
integrity and fair dealing in Rule 302.5(1).

Comment [B256]: Previously, Rule
404.4(6)(a).

Comment [B257]: Incorporating paras 6.7(b)
and (c) of R/R 17 of 2006 on Day Trading here.

Comment [B258]: This obligation is imposed
on the DR as well and not just the PO.

Comment [B259]: New rule to set out clearly
the scope of a DR’s activities as a DR.
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(1) A Dealer's Representative must comply with the restrictions set out in Schedule 1 in respect of
the scope of a Dealer's Representative’s activities:
1310.6 Remuneration|

4 \
Grgamsanen A Parucmatmq Orqamsauon may fully neqotlat W|th a Dealers Representatlve or
Proprietary Day Trader on the remuneration to be paid._ However a Participating Organisation is
prohibited from paying commission to a Salaried Dealer's Representative.

Proprietary Day Trader must notwhe—m—any—ewewnstanees—eﬁhe#d#eeﬂy—epmd#eeﬂy—dﬂﬁdes
or shares histhe -remuneration or commission_paid;-as-the-case-may-be,-with any person other
than his—with the Commissioned Dealer's Representative’s or Proprietary Day Trader's
Partlmpatmg Orgamsanon andfor any of the Partlcmatmq Orqanlsatlons other Dealers

\

|

Comment [B260]: Amended to set out the
following principles in relation to remuneration
of DRs:

(1) POs may determine the remuneration of
SDRs but must not pay the SDR any form of
commission;

(2) CDRs must be paid commission at least
40% of the commission charged to Client;

(3) a PDT’s remuneration is as agreed between
the PO and PDT; and

(4) CDRs and PDTs must not share their
remuneration with any person other than the PO
or any of the PO’s other DRs.

Comment [B261]: Previously, Rule 310.2(4)
and 310.2(5).

Comment [B262]: Previously, Rule 310.2(5)
which is now deleted and consolidated under
Rule 310.6(1).

Comment [B263]: Previously, Rule 310.2(6). ]

Comment [B264]: We are proposing that a
DR in breach of this rule be subject to normal
disciplinary proceedings instead of being
subject to the possibility of being immediate
stuck off the Register.

310.7 Segregation of assets
(1) A Participating Organisation must segregate and safeguard the [DR Security Deposiﬁjrp[n; _____ - Comment [B265]: See new definition of “DR
Security Deposit” in Rule 101.1(1).
(a) the Participating Organisation’s assets and securities; and
(b) other securities the Participating Organisation holds on behalf of the Participating
Organisation’s Clients.
(2) A Participating Organisation must place all cash DR Security Deposits the Participating
Organisation receives in a trust account maintained with a [Licensed Institution. - -{ comment [B266]: See new definition of
“Licensed Institution” in Rule 101.1(1).
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310.8 Movement of Dealer's Representative

(1) A Participating Organisation must notify the Exchange in writing of any transfer of any Dealer's
Representative within the different offices of the Participating Organisation.

310.9 Re-designation

Representatlves any-—re- deS|gnat|0n ei—a—Deale#s—Repr—esenta&we—#em—Gemwss@ened—to a
Salaried Dealer's Representative or vice versa within feurteen{14} days from the effective date
of sueh-the re-designation.

Exchange is kept informed on the movements

_ — - | Comment [B267]: This is to ensure that the
of DRs within the PO.

- { comment [B268]: Previously, Rule 310.2(12). |

(2) A Participating Organisation must apply to the Exchange in the manner the Exchange specifies
fof_a Commissioned Dealer's Representative or a Salaried Dealer's Representative re- __ - { comment [8269]: The application procedures
designation to a Proprietary Day Trader. will be set out in a directive.

@) ____A Participating Organisation _must notify the Exchange of a Proprietary Day Trader's re- - - comment [B270]: Incorporating para 6.9 of

designation to either a Commissioned Dealer's Representative or Salaried Dealer's
Representative at least 3 days prior to the effective date of the re-designation. The Exchange
may disallow the re-designation on the grounds specified in Rule 302.2(3).

RULE-310.510 FRANSFER OFDEALER'SREPRESENTAHVESTransfer

@

@
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Appheation——Any Participating Organisation desirous of employing or engaging as the
Participating Organisation’s a-registered-Dealer's Representative, a Dealer’'s Representative: -

(a) who is eurrently-employed or engaged by another Participating Organisation; or

(b) who, not more than 6 months prior to the intended date of employment or engagement,
was employed or engaged by another Participating Organisation,:

shall-must _apply to the Exchange for approval to transfer the registration of the Dealer's

Representative to the Participating Organisationtherefor-and-be—required—to—comply—with-the
B e e e e

Reguirementsi{a)———To obtain _approval to transfer the registration of a Dealer's
Representative, Aa Participating Organisation shal-must:

(@) apply to the Exchange in the manner the Exchange stipulates;

(b) pay the transfer fee the Exchange stipulates; and

(c) submit a letter of release from the Participating Organisation that the Dealer's

Representatlve is or was emploved or enqaqed Wlth

29 December, 2010

R/R 17 of 2006 into the Rules. To note that an
existing CDR or SDR of a PO that intends to
become a PDT has to make a fresh application
to be registered as a PDT and it will not be the
case of that CDR or SDR being re-designation
to a PDT position.

wording of Rule 310.10(1)(b) above.

- - ‘[Comment [B271]: Covered by the amended
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Comment [B272]: Moved to the PO Manual
that sets out the application process for a
transfer of a DR.

52

requests for such letter within 14 days from the date of the request unless the Dealer's

Representative:

(a) is in material breach of any of these Rules or the Directives; or

(b) has debt(s) owing to the Participating Organisation.

If there is a dispute on whether a particular breach constitutes a material breach of these Rules
or the Directives, the Exchange will decide on such dispute. The Exchange’s decision on the
matter is final and binding.

[The rest of this page is intentionally left blank]
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Comment [B273]: Placing an obligation on a
PO to give the letter of release within 14 days
unless the DR is in material breach of these
Rules or Directives or owed the PO money. This
is to avoid delays by POs in issuing the relevant
letters of release.

Comment [B274]: As we do not have a
similar rule for the other applications to the
Exchange, in line with standardising these rules,
we have deleted this rule.

N

Comment [B275]: Covered under Rule
310.10(2)(b).

|

i - - ‘[Comment [B276]: Moved to the PO Manual. ]

N

Comment [B277]: Covered in Rule
310.10(2)(b).
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Comment [B278]: Deleted from this chapter
on registration as we are doing away with the
requirement to register trading clerks.
Obligations vis-a-vis a trading clerk will be
included in Chapter 5.
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RULE 311 PROTECTION OF PUBLIC, CLIENT AND EXCHANGE'S INTEREST

311.1 Powers of the Exchange

(1) ___The Exchange may_automatically_take such action_ the Exchange thinks fit against a
Participating Organisation or Registered Person to protect the interests of Clients, the public or
the Exchange if the Exchange is of the opinion that:

(a) the manner in which the Participating Organisation or Registered Person conducts the
Participating Organisation’s business is detrimental to Clients, the public or the
Exchange;

(b) the Participating Organisation or Registered Person has committed an act or omission
that is detrimental to Clients, the public or the Exchange;

(c) the financial position or reputation of the Participating Organisation or Registered
Person has a detrimental effect on Clients, the public or the Exchange.

[End of Chapter]
56 29 December, 2010

Comment [B279]: Setting out the principle
that the Exchange may take action against a
PO to protect the interest of the Clients, the
public or the Exchange in the circumstances
mentioned in this rule. The specific
circumstances of when we can take action
under this Rule and our powers will be in the
PO Manual and this includes: the Exchange’s
powers under previous Rule 302.4.




’ Page 14: [1] Comment [B79] Bursa 28-12-10 2:42:00 PM I

The Exchange is proposing for all POs and not just Investment Banks (“IB") and Universal Brokers (“UB”), to each
have a Head of Compliance. This is to ensure parity in the requirements imposed on all POs and a clear
accountability of the person responsible for compliance matters within the PO. Currently, a PO who is not an IB or
UB are required to appoint COs to undertake compliance function within the PO. A PO currently may also appoint
more than one CO and in this further blurs the line of accountability. Having just the Head of Compliance responsible,
for compliance matters ensures that proper focus and supervision of compliance function is carried out in addition to
accountability of the function. The experience requirement for Head of Compliance is proposed as follows:

(@) Head of Compliance for Investment Banks and Universal Brokers- must have a recognised degree with at least 3 years of
direct experience as a compliance officer in the capital market (“CM”) or recognised degree and at least 5 years relevant
experience in the CM or recognised diploma and at least 8 years relevant in the CM; and

(b) Head of Compliance for non Investment Banks to be Univesal Brokers — must have a recognised degree with 3 years
relevant experience in the CM or a recognised diploma and 5 years relevant experience in the CM.

With the proposal for all POs to have Head of Compliance, the requirement to appoint and register compliance
officers (“CQO”") with the Exchange is proposed to be removed. As stated earlier having both the Head of Compliance
and the CO appointed and registered with the Exchange blurs the line of accountability between the Head of
Compliance and the CO. It is sufficient to mandate the appointment and registration of the Head of Compliance as
the person who is accountable for matters relating to compliance. With this proposal all provisions in the current rules
on compliance officers are proposed to be deleted.

Page 32: [2] Comment [B177] Bursa 29-11-1010:17:00 AM I

This is new rule. Under the previous Rule 304.2 which is applicable to all heads, a head is not allowed to engage in
any other business activities. We have removed Rule 304.2 and inserted a new rule for each head respectively that
the prohibition is only applicable in relation to engagement that could potentially result in a conflict of interest. If the
engagement does not conflict with the discharge of the head of dealing function, the head of dealing can continue
with the engagement if the PO approves of such an engagement. The PO’s approval is still required so that the PO
can make an assessment on whether the other engagement can potentially compromise on the effective discharge of
the functions of the head with the PO.
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CHAPTER 43A MARKET MAKERS

RULE301A— GENERAL
7777777777777777777777777777777777777777777777 _ — =] Comment [B1]: The Definition section is
moved to and incorporated into Chapter 1in line
with the consolidation of the definitions in
. . . various chapters to Chapter 1
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@

@

Chapter 43A — Market Makers
RULE 43021A REGISTRATION OF MARKET MAKERS

QUALIFICATON-CRIFERIAQualification Criteria

An applicant who intends to apply to be a Market Marker for a Specified Security must fulfil any
one of the following requirements:

@)
(b)

©

(d)

(e)

A Participating Organisation;

A licensed bank or licensed merchant bank as defined in the Banking and Financial
Institutions Act 1989;

1965 and it fulfils the following:

(0] has a minimum paid up capital of RM 2 million; and
(i)  bhas at least 2 personnel with at least 5 years experience in the following:

(aa) trading in securities as a Dealer's Representative or trading in futures
contracts as a fFutures bBroker’s rRepresentative;

(bb) trading in treasury related instruments of a financial institution;
(cc) trading in securities as a dealer on a rfRecognised sStock eExchange; or

(dd) trading in futures contracts as a dealer on a Specified Exchange as defined in

A foreign securities broker or foreign derivatives broker in a jurisdiction where the broker is
regulated by a regulator who is a signatory to the International Organisation of Securities
Commissions Multilateral Memorandum of Understanding (“IOSCO MMOU") or the
Declaration on Cooperation and Supervision of International Futures Markets and Clearing
Organisations (“BOCA Declaration”) respectively (“Foreign Broker”) and it fulfils the
following:

(0] has a minimum paid up capital of equivalent RM 2 million; and
(ii) has the following:
(aa) it has at least 3 years market making experience; or
(bb) it has at least 2 personnel with at least 3 years experience in market making

experience and it is related to a company who is also a Foreign Broker which
has at least 3 years market making experience; or

(0] has a minimum paid up capital of RM 2 million;
(i) has at least 2 personnel with at least 3 years’ experience in market making; and

(iiy  the Foreign Broker which is its FRelated company-Corporation has at least 3 years
experience in market making.

In addition to the requirements in Rule 43021A.1(1) an applicant as a Market Maker must also
fulfil the following requirements:

29 December, 2010
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-| Comment [B2]: Amended as the terminology

used in the rule is a ‘Related Corporation’

Comment [B3]: Consistent with the new
terminology used in the Rules.

used in the rule is a ‘Related Corporation’

= { Comment [B4]: Amended as the terminology }
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terminology used in the Rules.
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(a) have in place facilities and personnel adequate for the expeditious and orderly carrying
out of its business of market making; and

(b)  |havelin place prepersupervisory programme and a system of internal controls-te-ensure

the-following_in respect of :

(0] proper-conduct-of-the-business of market making;
(ii) proper-undertaking of risk management; and
(i)  prepermanagement of conflict of interest; and

(iv)  compliance with these Rules.

RULE 34021A.2 APPLICATIONJPROCEDUREADDlication Procedure

1) An applicant is required to apply as a Market Maker in respect of each Specified Security that
the applicant intends to do mMarket mMaking for.
2) The applicant must comply with application procedure and submit the relevant information and
documents as determined by the Exchange.
3) _ — — 7| Comment [B8]: Amended for simplification of
the language..
criteria set out in Rule 34021A.1_the Exchange has the discretion to reject an application to
register as a Market Maker in circumstances the Exchange deems fit. —Coslelen—a—he __ — | Comment [B9]: Deleted as this is already
Exehange%pejeenngﬁm covered under Rule 201.5
(4) An applicant will be notified in writing of the Exchange’s decision of its application.
RULE43021A.3 CONTINUING-OBLIGATIONSContinuing Obligations
(2) The following conditions shall apply to a Market Maker at all times throughout the term of its

~ - 7| Comment [B6]: Amended for simplification
and clarity of language

letters.

i - ‘[Comment [B7]: Amended to small capital

|

registration—
(@) the Market Maker must comply with the qualification criteria stated under Rule 43021A.1;
(b) the Market Maker must notify the Exchange_immediately of the following, in writing:
0] any change that will disqualify them as a Market Maker based on Rule 34021A.1;
(i)  any change in the place of business of the Market Maker; and
(i)  change in name of the Market Maker.

(c) the Market Maker must-comply with and give effect to these Rules and dDirectives and
thel spirit of these Rules and Directives whether or not the provisions are directed at the

that-are-applicable-to-Market Maker specifically.
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-| Comment [B10]: The amendments are for
purpose of ensuring that Market Maker abides
by the spirit of these Rules and provisions that
may couched as statement of facts and hence
not directed at the Market Maker for example
the trading functionalities in the Rules.
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RULE 34032A OBLIGATIONS OF A MARKET MAKER

RULE-34032A.1 BID-AND-OFFER-PRICESBIid and Offer Prices

(2) A Market Maker for a Specified Security must enter bid and offer prices into the order book in
the ATS for the purpose of buying and selling of the Specified Security as follows:

(a) with a minimum presence as stipulated by the Exchange;
(b) within the maximum spread allowed by the Exchange; and
(c) must not be less than the minimum quantity allowed by the Exchange.

2) A Market Maker is exempted from entering bid and offer prices as required under Rule
34032A.1(1) in circumstances deemed fit or allowed by the Exchange.

RULE34032A.2 T
ACCOUNTDesignated Trading Account and Designated Securities
Account

(2) A Market Maker must undertake all mMarket mMaking activities through trading accounts and

C©bs-Securities aAccounts designated specifically for mMarket mMaking activities_based on the
terms stipulated by the Exchange.

RULE-34032A.3 CONBUCTBY-A-MARKETMAKERConduct by Market Maker

(2) A Market Maker can only carry out its mMarket mmaking activityies for its proprietary position
and not for clientClients or its rfRelated /companiesCorporations.

2) A Market Maker is allowed to carry out pPermitted sShortselling as stipulated under Rule

34054A in the course of fulfilling its obligations under Rule 34032A.1(1).

3) If a Market Maker is not a Participating Organisation, it-the Market Maker must enter the bid and
offer prices into order book in the ATS through a Participating Organisation.

(4) A Market Maker is required to notify the Exchange immediately if it-the Market Maker is unable
to fulfil its-the Market Maker's mMarket mMaking obligations for any reason whatsoever and
thereafter when its-the Market Market is able to resume its-the Market Maker’s obligations under
Rule 34032A.1(1).

(5) A Market Maker must avoid any act or practice which-might_is likely to :

(a) lead to a false or misleading appearance of active trading in any sSecurities on the
stock market of the Exchange or a false or misleading appearance with respect to the
market for, or the price of, any such sSecurities; or

(b) directly or indirectly be tantamount to stock market manipulations,

and shall not participate in any operation by others which might have the same result.

4 29 December, 2010

_ -~ — 7| Comment [B11]: For consistency in the
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RULE 34043A RESIGNATION

RULE34043A.1 RESIGNATIONResignation
(2) If a Market Maker wishes to resign as a Market Maker of a Specified Security, it-the Market

Maker must give not less than 30 days prior to the proposed date of resignation a written notice
to the Exchange of its-the Market Maker’s intention to resign.

2) The Exchange may accept the Market Maker's resignation subject to any conditions imposed by
the Exchange on the Market Maker.

RULE 34043A.2 RMINATION —SU , . - CHON—OF MARK MAKING
ACHWTY Termination, Suspension or Restriction of Market Making
Activity

(2) The Exchange may automatically suspend or terminate a Market Maker or restrict its mMarket

making activities, upon the happening of all or any of the following events:
(€) If the Market Maker has been wound up whether on a voluntary basis or otherwise;

(b) if a receiver and manager, provisional liquidator or liquidator has been appointed for the
Market Maker;

(c) if the Market Maker fails to fulfill any of the requirements in Rule 34021A.1;

(d) if the Market Maker is convicted of any offence in or outside of Malaysia involving - [ Comment [B12]: Amended for clarity.

dishonesty or fraud or had disciplinary action taken against it for breaches involving
dishonesty or fraud; or

(e) if the Market Maker continuously breaches its obligations under Rule 34032A.1(1) for a
period determined by the Exchange.

(32) The Exchange will inform the Market Maker in writing of any suspension or termination or
restriction of market making activity under Rule 34043A.2.

RULE34043A.3 G@Nﬂ-N-UJ—N-G—}I:I—ABJ-I:PWContinuinq Liabilityl

1) A Market Maker who has resigned or is terminated by the Exchange, will be bound by these
Rules and dDirectives insofar as they relate to any antecedent breach committed by the Market
Maker.

(2) All other Rules in these Rules will continue to apply in respect of the former Market Maker to the

extent required to give effect to Rule 404.3(1).

5 29 December, 2010
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Comment [B13]: This is deleted with the
insertion of new Rule 201.2.

Comment [B14]: Amended to small capital
letters.

-| Comment [B15]: This is inserted to clarify that

the relevant rules will continue to apply although
the Market Maker has resigned for the purpose
of commencing action for a breach of the rules.
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RULE 34054A PERMITTED SHORTSELLING

RULE34054A.1 GENERALGeneral

@

@

®)

Unless—determined—otherwise.—a A Market Maker is allowed to execute permitted—shert
sellingPermitted Short Selling for an ETF for which it is registered as a Market Maker, in the
manner set out in this Rule 34054A and the Capital Markets Services (Non-Application of
Subsection 98(1))(Exchange Traded Funds) Order 2009.

Unless-it-is—etherwise—provided-in-this-Rule-305A.—aAll other provisions in these Rules shall

apply to pPermitted sShort sSales, as if they were normal sales of sSecurities.

In this Rule 34054A, ETFs refer to eEquity based ETFs which are Specified Securities only.

RULE-34054A.2 COMMENCEMENTOFPERMIFFED—SHORT-SELLINGCommencement of

RULE 34054A.3 EXECUTIONEXecution )

@

@

©)

Permitted Short Selling

Permitted Short Selling
when-thefollowingrequirements-are-complied-with_only if the Market Maker complies with the

following requirements:

(a the Market Maker has established ilnternal gGuidelines for permitted—short
sellingPermitted Short Selling;

(b) the Market Maker has in place systems and infrastructure_that ineluding-includes but
not-limited-to-front office and/er back office systems which are operative and have all
the relevant functionalities, requirements and controls in place for the carrying out of
permitted-short-sellingPermitted Short Selling in accordance with Rule_34054A; and

(c) the Market Maker notifies the Exchange that it intends to carry out permitted-short

sellingPermitted Short Selling and provides_to the Exchange the form preseribed
stipulated in Appendix—115, two—(2) market days prior to the commencement of

permitted-short-sellingPermitted Short Selling.

A Market Maker must ensure-thatcomply with the following conditions are-complied-with-prior to
executing an order for a permitted-short-selingPermitted Short Selling:

(a) where-if the Market Maker intends to shortsell ETF units; that it has borrowed the ETF
units or the eenstituent-securitiesConstituent Securities needed for the creation of the
ETF units to settle the sale or has obtained a confirmation from the Authorised SBL
Participant that the above ETF units or censtituent-securitiesConstituent Securities, as
the-case-may-be, are available for borrowing to settle the sale; and

(b) where-if the Market Maker intends to shortsell the censtituent-securitiesConstituent
Securities; that it has borrowed the eenstituent-securitiesConstituent Securities or the
ETF units needed to redeem the units of eenstituent-seeuritiesConstituent Securities to
settle the sale or has obtained a confirmation from the Authorised SBL Participant that
the above eenstituent-securitiesConstituent Securities or ETF units, as-the-case-may
be, are available for borrowing to settle the sale.

If the Market Maker is not an Authorised SBL Participant, it must execute all its borrowings
through an Authorised SBL Participant.

All permitted-short-sellingPermitted Short Selling must be executed in the designated trading
accounts and €BS-Securities aAccounts stipulated in urderRule 34034A.23(5)-abeve.

29 December, 2010
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Comment [B16]: Allamendments here are
due to plain language drafting.
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Comment [B17]: All amendments here are
due to plain language drafting.
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Ne-A Market Maker shall-must not execute permitted-shert-sellingPermitted Short Selling by
way of Direct Business in any situation-whatseever.

A Market Maker shall-must execute the following purchases through the designated trading
account/s and €BSSecurities Accounts as stipulated by the Exchange after a shortsale for ETF
units or eenstituent-seeuritiesConstituent Securities is executed:

(a) a purchase of any of the censtituent—securitiesConstituent Securities or fFutures
eContracts for the purposes of hedging of the short sale of ETF units within the same
mMarket dDay, where-if the short sale is in relation to ETF units; or

(b) a purchase of ETF units or fEutures eContacts for the purposes of hedging of the short
sale of the eenstituent-securitiesConstituent Securities within the same mMarket dDay,
where-if the short sale is in relation to eenstituent-securitiesConstituent Securities.

A Market Maker must ensure—thatprocure and retain proper documents are—procured—and
retained-by-it-for at least 7 years for the purpose of satisfying the Exchange when requested,
that_the Market Maker has complied with the requirements of Rule 34054A.3(1) and Rule
34054A.3(3)are-complied-with. The documents shall-must be either in writing, tape recording or
electronic form.

A Market Maker must not short sell in any of
the following circumstances:

(a) in relation to the eenstituent-seeuritiesConstituent Securities, during the period of twenty-
ene{21}) days immediately following a takeover announcement involving the Issuer of the
constituent-seeuritiesConstituent Securities; or

(b) when expressly directed by the Exchange, during the period where the ETF or its
constituent—seeuritiesConstituent Securities has been declared, and remains, as
Designated Securities under Rule 67043.

RULE-34054A.4 HMIFS—FOR—PERMIFFED—SHORTSELLINGLImIits for Permitted Short

Selling

sellingPermitted Short Selling:

(@) that the total value of short positions of ETF units shall-does not exceed the total value
of the purchase positions for the ecenstituent—securitiesConstituent Securities and
fFutures eContracts purchased for purposes of hedging the shortsale of ETF units, by
10-pereentum{10%), when calculated at the end of the mMarket éDay;

(b) that the total value of short positions of censtituent-securitiesConstituent Securities shalt
does not exceed the total value of the purchase positions for ETF units and the fFutures
eContracts purchased for purposes of hedging the shortsale of eonstituent
seeuritiesConstituent Securities by 10-percentum-{10%), when calculated at the end of
the mMarket dDay; and

(c) the total quantity of short positions for each eenstituent-securitiesConstituent Securities
shall-must not exceed the quantity of each eenstituent-seeuritiesConstituent Securities
required for the creation of the ETF units by 15-percentum—{15%]}, when calculated at
the end of the mMarket dDay.

RULE-34054A.5 BELNMERY-AND-SETFLEMENTDelivery and Settlement

sellingPermitted Short Selllng in the same manner as they apply to normal sales.
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Comment [B18]: Amendments are due to
plain language drafting.
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Comment [B19]: Amended due to plain
language drafting.
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RULE34054A.6 ACHON-BY-THE-EXCHANGEACction by the Exchange

Comment [B20]: All amendments in this Rule
are due to plain language drafting.

Comment [B21]: Deleted as it is not

actions enumerated under Rule 34054A.6(2) automatically in-the-manner-stipulated-therein-in necessary since the Exchange is bound by any
thatrule—against a Market Maker or its registered—persensRegistered Person(s)in relation to other powers conferred to it under this Rules
permitted-short-sellingPermitted Short Selling: anyway

(a) where-if there is a breach or likelihood of breach of any provisions in Rule 340544, or

(b) where-if the execution of permitted-shert-sellingPermitted Short Selling may-lead-oris likely

to lead to the commission of any of the offences under the Capital Markets and Services Act.

2) Pursuant to Rule 34054A.6(1)the following actions may be taken by the Exchange in relation to
any or all ETFs or eonstituent-securitiesConstituent Securities and/or against any or all Market

Makers-in-the manner-andfor the period-determined by the Exchange:

(a) suspension andfor cessation of further permitted-shert-sellingPermitted Short Selling whether
in relation to all, some or a particular ETF or censtituent-securitiesConstituent Securities by
the Market Maker;

(b) imposition of restrictions or conditions on permitted—short—sellingPermitted Short Selling
carried out by the Market Maker; orfand

(c) any other action deemed fit by the Exchange.

Comment [B22]: Amended to small capital
letters.

Comment [B23]: This rule is deleted in view
of insertion of new Rule 201.2 .

[End of chapter]
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CHAPTER 54 CONDUCTOFBUSINESSBY
PARHCIPAHNG-ORGANISAHONSCONDUCT OF BUSINESS

RULE 4501

N

PARHCIPATING-ORGANISATHONS GENERAL

RULE4501.1 PROHIBITED CONDUCTStandard of conduct

(1) ___ A Participating Organisation must in the conduct of the Participating Organisation’s business:-
(a) adhere to just and equitable principles and act with due skill, care and diligence and
with due regard for the integrity of the market; and
(b) not through any act or omission, do anything which may result in or has the effect of
the market not being orderly and fair.
501.2 Conflicts of interest and risk management
(1) ___ A Participating Organisation must have in place adequate arrangements to manage:-
(a) all conflicts of interest that may arise in the conduct of the Participating Organisation’s
business; and
(b) all risks that may arise in the conduct of the Participating Organisation’s business.
501.3 Structures, policies, procedures and internal controls
(1) ___ A Participating Organisation must have in place structures, policies, procedures and internal
controls designed to:
(a) facilitate the supervision of the Participating Organisation’s business activities and the
conduct of the Participating Organisation’s employees and agents;
(b) identify, monitor and manage conflicts of interest and risks that may arise in the
conduct of the Participating Organisation’s business;
(c) achieve compliance with these Rules, the Directives, Securities Laws and the
Participating Organisation’s written policies, procedures and internal controls ;and
(d) provide for investor protection.
(2 ___ A Participating Organisation must consider all relevant factors in determining the adequacy
and effectiveness of the written policies, procedures and internal controls as required under
Rule 501.3(1) including the:
(a) size of the Participating Organisation’s business;
(b) Participating Organisation’s financial position;
(c) diversity of operations;
(d) volume, size and frequency of transactions;
(e) degree of risk associated with each area of operation; and
1 29 December, 2010
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Comment [B1]: To include a general principle
that a PO must, act with due care, skill and
diligence and with due regard for the integrity of
the market in the conduct of the PO’s business.
The elaboration of this principle is in the PO
Manual.

Comment [B2]: Including a principle that a PO
must identify, monitor and manage all conflicts
of interest and risk that may arise in the conduct
of the PO’s business. The elaboration of this
principle is in the PO Manual.

Comment [B3]: Sets out the principle
requiring a PO to have effective policies and
procedures to supervise the PO’s business
activities, manage conflicts of interest and risk
and achieve compliance with these Rules,
Directives Securities Laws and other applicable
laws and regulations. The elaboration of this
principle is in the PO Manual.

To note that previous Rule 509.6(1) states that
a PO must be able to describe and demonstrate
the objectives and operation of the PO’s policies
and procedures to the Exchange has not been
incorporated in this Rule 501.3. This is because
the objective for having adequate and effective
written policies and procedures and internal
controls is already in the principle in Rule
501.3(1) and it is unnecessary to include the
requirement in previous Rule 509.6(1) because
of this.

Comment [B4]: Merging previous Rules
404.1(7)(c) and 509.6(2) (see deleted text
below). Previous Rule 404.1(7)(c) requires a PO
to ensure that the supervisory programme and
system of internal controls take into account the
PO's operations, financial soundness, proper
conduct of its business and proper undertaking
of risk management.
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) amount of control by the Participating Organisation’s senior management over day to

day operations.

- {Comment [B5]: Previously, Rule 404.1(7)(c). ]

- {Comment [B6]:

Previously, Rule 509.6(2).

)

{Comment [B7]: Previously, Rule 404.1(9)(a). ]

3) A Participating Organisation mustensure-that:
(a) __properly document and regularly review and update the Participating Organisation's _ -
ertten poI|C|es procedures and |nterna| controls %s—su-pe#wsepy—eemplmnee—and
_to take into
account any changes that may occur in the eu#en{—regulatory reqmrements;, and
(b) -and-that-sueh-properly disseminate and effectively implement and enforce within the
Participating Organisation, the decumented-written policies, procedures and internal
controls systemsrand any updates to such pollmes procedures and |nternal controls
501.4 Records
(1) A Participating Organisation_must keep proper records to evidence compliance with the
reqguirements in these Rules.
501.5 Business premises
(1)___ A Participating Organisation musthave:
(a) business premises that are adequately and properly equipped for the conduct of the
Participating Organisation’s business; and
() __adequate security and emergency arrangements to_provide continuous_business
operations with minimal disruptions.
501.6 Advertising
(1) ___A_Participating Organisation’s _advertising or _publicity in_relation to the Participating
Organisation’s business must:
(a) be accurate [and not misleading or ambiguous;,
(b) not contain claims that are not verifiable;
(c) not tend to bring the Exchange or the Exchange’s Related Corporations or any other
Participating Organisation into disrepute; and
2 29 December, 2010
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Comment [B8]: Covered under the

requirement to regularly review and update the
PO's policies and procedures in Rule

L 501.3(3)(a) above.

N
Comment [B9]: Unnecessary as the general

rule on record keeping in Rule 501.4 covers
| this.

Ve

2

B Comment [B10]: Imposing a general principle

that POs are required to keep proper records to
evidence compliance with these Rules. All other
requirements on keeping records in the other
chapters in the Rules except for certain crucial
areas will be deleted. The elaboration of this

L principle is in the PO Manual.

N
“| Comment [B11]: Imposing a general principle

on POs to have adequately equipped business
premises and adequate security and emergency
arrangements to provide continuous business
operations with minimal disruptions. The

kelaboration of this principle is in the PO Manual. )

J
=

N
Comment [B12]: This principle is elaborated

in the PO Manual — see directives on the
establishment of a disaster recovery centre site
and the directives setting out the business

L premises code and disaster recovery code.

Comment [B13]: Previously Rule 401.2. We
are proposing a more principles-based rule. We
are also proposing to do away with the
requirement for PO to submit the advertisement
material to us for post vetting. This requirement
was previously in the Guidelines on Advertising
in R/R 11 of 2003 that we are proposing to

revoke.
L

N
Comment [B14]: Incorporating the important

principles from the Guidelines on Advertising in

| R/R 11 of 2003.

Ve
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(d

contain adequate risk disclosure statements.

these

Rules Dlrectlves relevemtenelHees—be|4leHn&anel4;+reu4a&&|ssueeHeyL and regulrements the \

Exchange and the Commission issues are-promptly-disseminated-to all its-the Participating

relevant employees

Orqanlsatlons Reqlstered Person(s) mgﬁmred—pepsenfs%and

(3)

Netice-of-Disputer—Any disputes between parties referred to in Rule 501.8(7) 601 7{1)a)
relating-to—

may be brought to the-netice-ef-the Exchange, by notice in writing by either party to the
dispute ("Notice of Dispute").

Referral-to—courtoftaw—The parties to a dispute notified to the Exchange under Rule

4501.8(1) must not resort to any outside tribunal or a court of law for determination of such
dispute for a period of 30 days from the Exchange’s receipt of the Notice of Dispute.

If there is no response from the Exchange

Q)

®)

Unless-the Exchange, for-any reason whatsoever,
ta#s%respendrmwnﬂnguwnhln WSO) days from the Exchanqe S eﬁrecelpt of the Notlce
of Dispute;, - ~the

parties to the dispute refe#ed—te—m—R—e#e—@O%Z—?—@él%(-a}—shaH—net—can resort to any—an outsnde
tribunal or a court of law for determination of anry-such dispute.

Exehange-to-inferm-parties:—Where-If the Exchange decides to act in any such dispute, it
the Exchange shallwitheut-delay-se-will so inform the party or parties to the dispute_within the
period of 30 days from the Exchange’s receipt of the Notice of Dispute.

thereef—tThe Exchange when acting in any dlspute mav shaﬂ—ﬁheepar%s@#}edﬁp%are

unable-to-reach-an-agreement for settlement of the -matter-in-dispute,-appoint in-its-sole
diseretion-either ene{1) or three(3} arbitrators for-the-purpese-ef-to adjudicate adjudicating-in

the dispute._if the parties to the dispute fail to reach an agreement for settlement of the matter
in dispute.
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\'| appropriate in Chapter 5 on the conduct of

-
-1 Comment [B15]: We have simplified
paragraphs 3.14(i) and 3.7 of the Guidelines on
Advertising in R/R 11 of 2003 and have
incorporated the same into this rule i.e. that the
PO’s advertising or publicity must contain
adequate risk disclosure statements.

Paragraph 3.14(i) required all advertisements to
clearly display a warning statement advising
investors to read and understand all applicable
terms and conditions and to consider the risks
and charges involved before investing in or
subscribing to the products and services
offered.

Paragraph 3.7 prohibits advertisements that:
(a) give an investor the impression that from
any investments made through or with the
Member Company, the investor’s capital is
secure and his income/profits guaranteed or
that such rate of return is certain; and

(b) implies that an investor could profit without
risk by using the services of the PO.

Ve

>

Comment [B16]: Previously, Rule 404.5(1).
Setting out the requirement that a PO must
ensure proper dissemination of all Exchange’s
\kcirculars etc.

J
Comment [B17]: Covered in the Exchange’s
] Directives on Conduct of Business.

>
Comment [B18]: Previously, Rule 601.7.
Moved to Chapter 5 as the disputes could relate
to any matter arising from these Rules and not
just to trading disputes and as such it is more

L business of POs.

J

e <
Comment [B19]: Moved to the end of this rule

for consistency throughout the Rules as the

definition section for a term used only in a

L particular rule is inserted at the end of the rule.

p
- Comment [B20]: Amendments have been
made to make this rule clearer. In gist, the
parties to a dispute must not seek relief from
any outside tribunal or a court of law within the
30 day period from when the Notice of Dispute
is received by the Exchange. It is only when the
Exchange fails to respond to the Notice of
Dispute within 30 days from the date of receipt
of the Notice of Dispute then can the parties

| resort to other avenues to settle their dispute.
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(56) Award-te—be-binding:=—Any arbitrator(s) er-arbitraters-appointed by the Exchange under
pmcsuanHe»Rule 6914(5}4501 8(5) shat-will arb|trate wthe matter in dlspute in accordance
W W _the
Arbitration Act 1—9522005%(4 tThe award of such arbltrator(_) e#atbmatepsshau—beuls final
and binding upon the parties to such dispute.
&)

Definition:—For-purposes-of-In_this Rule 4501.8601.7,-the following-werds-will-bear-these
; ’ . >

(a) "disputes" means disputes arising out of any matter governed by these Rules and
Directives between or involving:—-
(0] Market Participants;_or
(ii) Market Participants and the Exchange.;

(b) “Market  Participants” means Participating Organisations and Dealer’s
Representatives.

501.9 Statements, information and reports to the Exchange

(41)

A-Any statement, information_or document that a Participating Organisation_Jand Registered | -

Person submits to the Exchange whether before or after reqistration as a Participating *
Organisation or a Registered Person in relation to any matter under these Rules or Directives
must:

(E)]
(b)
(c) not be prev@e—the—’éxehaﬁge—aﬁy—u#epmauen—whteh—tsffalse

shallbe clear, unambiguous and accurate;

not contain any material omission; and

or mlsleadlngﬂr

Participating Organisation or Registered Person does not fulfill the requirements in Rule
501.9(1), the Participating Organisation and the relevant Registered Person will be held
responsible for such breach notwithstanding that the statement, information or document was
signed or submitted by a person other than the relevant Registered Person.

®) A Participating Organisation or Registered Person must promptly notify the Exchange if the
Participating Organisation or Registered Person becomes aware that any statement,
information or document provided to the Exchange may not fulfill the requirements in Rule

501.9(1).

501.10 Currenc

1) Unless stated otherwise, all Rules containing references to RM values which relate to
transactions in sSecurities, will also apply to all transactions in sSecurities denominated in
foreign currency. In order to apply the Rules, the foreign currency values must be converted
to RM values.

2) Unless stated otherwise, all monies payable to the Participating Organisation from the
Exchange or from the Participating Organisation to the Exchange pursuant to these Rules or
directives-the Directives will be in RM even where the monies payable relate to transactions

in sSecurities denominated in foreign currency.

29 December, 2010
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\

Comment [B21]: Previously, Rule 1205.1(4).
To ensure that any statement, information or
document disclosed pursuant to the Rules
within the scope of the responsibility of that
person is (a) clear, unambiguous and accurate;
(b) does not contain any material omission; and

‘\ (c) is not false or misleading.

t

Comment [B22]: To extend this rule to
Registered Person(s).

Comment [B23]: The purpose of the inclusion
of this rule is to ensure that the PO and the
relevant Registered Person(s) be aware of and
ensure the accuracy of all statements,
information or documents sent to the Exchange.
This is because the PO and the relevant
Registered Person(s) will be held responsible
for such breach notwithstanding that the
statement, information or document was signed
by a person other than the relevant Registered
Person(s).

Comment [B24]: To require a PO and
Registered Person(s) to promptly notify us upon
becoming aware that any statement, information
or document provided to us may not fulfill the
requirements in Rule 501.9(1).

{Comment [B25]: Previously, Rule 404.8.
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i i —aA —Participating Organisation must ensure that all Clients’
securities in its possession shal-ensure-that-these-securities—are-held-by-are held by its nominee
company which is a wholly-owned subsidiary and an aAuthorised ANominee pursuant to Depository
Rules.

[The rest of this page is intentionally left blank]
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- - {Comment [B26]: Previously in Rule 505.2
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RULE 502 RESOURCES

502.1 Proper performance of business activities

systems the Participating Organisation uses in the Participating Organisation’s business in *,
trading in Securities on the Exchange’s stock market.

502.2 Personnel

(@) ___Every-Participatin

employ or engage Registered Person(s), employees_and agents who are fit and proper
persons-with suitable skill and experience with regard to the position and responsibility they
hold.

502.3 Trading Clerks

1) A Participating Organisation or a Dealer's Representative may appoint a Trading Clerk to
assist the Participating Organisation or Dealer's Representative in entering orders into the
ATS and in administrative and clerical duties.

(2)___A Participating Organisation and the Dealer's Representative who appointed the Trading _
Clerk
(a) must ensure that the Trading Clerk does not represent himself as a Dealer's

Representative or carry out the functions of a Dealer’'s Representative; and

(b) is liable for all acts and omissions of the Trading Clerk.

(3) A Participating Organisation must keep a record of each trading clerk, appointed or engaged
by the Participating Organisation or the Commissioned Dealer’s Representative.

6 29 December, 2010

\
\
\
\

N
N

L
{ comment [B30]: Previously, Rule 404.1(7

Laws.
NS

Comment [B27]: Previously, Rule 404.1(6).
Amended to set out the principle that a PO must
have adequate resources for the proper

L performance of the PO’s business activities.

Comment [B28]: Unnecessary in light of Rule
501.1(3) that requires a PO to have effective
written policies and procedures to supervise the
PO's business activities, manage conflicts of
interest and risk and achieve compliance with
these Rules, the Directives and Securities

J

N
Comment [B29]: To place the obligation on a
PO to ensure the quality, reliability and integrity
of all systems the PO uses in the PO’s business
in trading in securities.

J

)@

Comment [B31]: Previously, Rule 311.3.
Simplifying this rule to state that a PO and the
DR who appointed the Trading Clerk must
ensure that the Trading Clerk does not
represent himself as a DR or carry out the
functions of a DR and that a PO and DR who
appointed the Trading Clerk are responsible for
all acts and omissions of the Trading Clerk.

What the Exchange considers as part of the
functions of a DR will be set out in the directives
kelaborating on the principle in this Rule.

Comment [B32]: Inserted to require proper
records of trading clerks by PO for inspection by
regulators.
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RULE 503 CLIENTS

503.1 Client information and opening of accounts with Clients

Before a Participating Organisation_opens a trading account for a Client, the Participating

Organisation must:

(a) obtain all essential information about the Client relevant to the services to be
provided; and
() 7v7e[|fv7thef qqny[nggq5§ and ggtbgrltlicltvfgfithei Qqung and the application to open a _

person, the Participating Organlsatlon ay shal#eM%beLaueweeH&open a trading account for - |

that-elientthe Client only if:inthe-eventthefollowing-conditions-are-compliedwith:-

(ia) that-the elient-Client is an authorised—nominee—Authorised Nominee or exempt
authorised-nomineeExempt Authorised Nominee; and
(ib) the Participating Organisation brings to the notice of that-elient-the Client, the Client's

of—its—obligation as—stlpulated—m—Ru«le—494%(—7—)under Rule 503.1(8)—and—the

A Participating
Organisation must enter into a written agreement with a Client. The written agreement must
set out agreementteo-be-bound-by-the terms and conditions preseribed-hereinfor the operation
of the Client's trading account and must include the Client’s obligation to comply with these
Rules and Directives, whether these Rules and Directives apply directly or indirectly to the
Client.

(a) shall-be—properlyrecorded-record and maintaired-maintain up-to-date and relevant
mformatlon on the Parncmatmq Orqanlsatlon s CIwntsaHh&eﬁe&eHheﬁMmaﬂﬂg

8 29 December, 2010

- 7| Comment [B33]: Setting out the requirements

that need to be complied with before a PO
opens a trading account for a Client. The
requirements pertaining to obtaining essential
information about the Client and taking
reasonable steps to verify the identity of the
applicant and information in the account
application form will be in the PO Manual. The
kelaboration of this principle is in the PO Manual. )

N

Comment [B34]: Previous Rule 404.4(6)(a)
(see deleted rule below) required POs to ensure
that the account opening forms are duly
completed and all particulars are verified
against relevant supporting documents in
accordance with the requirements the
Exchange, Depository and the PO’s written
procedures is very prescriptive. The principle
behind these prescriptive requirements is that a
PO must take suitable steps to verify the
genuineness and authenticity of the applicant
and the application to open a trading account
with the PO. This principle will replace the
previous prescriptive rule.

Also, we are proposing to place this obligation
on the PO (instead of the DR) as it should be
the PO that is responsible to ensure that
suitable steps are taken to authenticate the
identity and the information in the account
opening application form.

J

J\.
\\[Comment [B35]: Previous Rule 404.4(6)(a). ]
e <

Comment [B36]: Previous Rule 404.4(6)(b).
Deleted as we will be included this under the
section on Dealer’s Representatives in Chapter
‘s

WL

J
Comment [B37]: Previously, Rule 404.4(1)(d)
(second sentence).

- { comment [B38]: Previously, Rule 404.4(2). |

- {Comment [B39]: Previously, Rule 404.4(1)(0).]




Chapter 54 — Conduct-of Business By Participating-OrganisationsConduct of Business

clearly identify the €BS-Securities Account Where the Securities arising from all deallngs in
the trading account shall-must be credited into or debited from;-as-the-case-may-be.

Where-the elient-Client is an autherised—neminee-Authorised Nominee or exempt

autherised-nominee-Exempt Authorised Nominee in—+elation-to-for the sSecurities
held in the €EBS-aceountSecurities Account; or

Where—the elient—Client is not the beneficialownerBeneficial Owner, autherised
nominee—Authorised Nominee or exempt-autherised—nominee—Exempt Authorised
Nominee for in—relation—to—the sSecurities held in the ©BbS—aeccountSecurities
Account:,

the Participating Organisation must obtain the Client’s confirmation and undertaking in writing

that the Beneficial Owner for the Securities in the trading account and Securities Account is

the same.

If the Securities Account holder is not the Client,

underRule-404-4(1A)(b),the-client-shall submit-to-the Participating Organisation must obtain

from the Client, a written authonsatlon and consent from the Securities Account holder

permitting the following:berefi

et

(ia)

(itb)

Participating Qrganganens—shaHOrganlsatlon must— when—Fqucested—by—the—Exehange )
require a elient-Client to disclose (and the elient-Client must shall-be-bound-to-disclose;)

to-effect-any-entries-effecting any entry in the €BS-Securities Account-irrelation-te
or arising from any transactions-trade executed in-accordance-with-these-Rules-the

ClearingHouse-Rules—and-Depeository—Rules-in the Client's trading account-ef-the
client; and

to-the exercise of any rights by the Participating Organisation, Exchange or Clearing

House over the sSecurltles held in the CbS-Securities Account the#em—m—aeeerdanee

arlsmg from any #ansaeﬂens—trade executed—by—me—ehent—as—snpmated—undet—%te
404-4(2A) e} in the Client's trading account.

p
Comment [B40]: Removing unnecessary

prescriptive requirements. It is sufficient that we
rely on the principle that a PO must maintain
up-to-date information about the PO’s Clients.

N
Comment [B41]: Imposing a requirement on

POs to properly record and maintain information
on the PO’s Client’s trading account and trades
executed in the Client’s trading account.

Comment [B42]: Previously, Rule
404.4(1A)(a).

N )L

Comment [B43]: Previously, Rule
404.4(1A)(b). Amendments in line with

ksimplh‘ying the rule.

N

Comment [B44]: Previously, Rule
404.4(1A)(c).

Comment [B45]: Previously, Rule
404.4(1A)(d). This rule is deleted as it is
unnecessary.

(1) Itis clear from Rule 504.1(7) that the CDS
Account holder need not be the Client i.e. the
trading account holder.

(2) There is no requirement in these Rules for
the particulars of the trading account to stipulate
the particulars of the BO if the Client is an
Authorised Nominee or Exempt Authorised

L Nominee.

J

29 December, 2010

| Comment [B46]: Previously, Rule 404.3(7)(a). )

This rule has been broken up into 2 rules to

ksimplity the rule. See also Rule 504.1(9) below. )
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information and documents in relation to any dealing in sSecurities in respect of the elient's
Client’s trading account.

___The information referred to in Rule 503.1(8) includes-aceous
information en-whether er-not-any dealing in the abeve-Client's tradmg account is carried out
on another person's behalf and in such instance, the name of, and partlculars sufflment to
identify the-such person W
dealt-with-by-the-client. If that person is not the beneﬂetal—ewne.tés)Beneflual Owner of the

sSecurities, the elient-Client must shall-also be required to procure the particulars of the

beneficial-owner(s)-Beneficial Owner of the sSecurities.

Doing business with Clients

A Participating Organisation and Registered Person(s) must, in doing business with and for

Clients, act:

(@) with due skill, care and diligence;

(b) honestly and fairly; and

(c) in the best interests of the Participating Organisation’s Clients.

@ A A_Participating Organisations—Organisation _land_Registered |Person(s) must_shal—take _
reasenablesteps%@nswemaemake adequate and accurate%e#maﬂen%gwewte%he#

}ts—ehems d|sclosure of the risk, beneflts and confllcts of mterest to the Cllents in the

Participating Organisation’s and Registered Person(s)’s dealings with the Clients.

affairs of the Client directly to the Client unless the Client has authorised in writing for such

communlcanon and documents to be sent to a third party. WMWM

(4) ___A Participating Organisation must account for and adequately safeguard Client assets.
(B) A Participating Organisation must, in relation to a complaint from a Client (whether written or
" otherwise) relating to the Participaing Organisation’s business:
(a) handle the complaint in a timely and appropriate manner; and
(b) take steps to investigate and respond promptly to the complaint.
(6) A Participating Organisation must protect the secrecy of the Client_information in_the
Participating Organisation’s possession unless:
(a) the Client authorises the disclosure of the information in writing;
(b) the law requires the disclosure of the information;
(c) the Exchange or any other relevant authority (whether in or outside of Malaysia
reqguires the disclosure of the information;
(d) the information is already available publicly; or
10 29 December, 2010

\

\

Comment [B47]: Previously, Rule 404.3(7)(a).

This rule has been broken up into 2 rules to
simplify the rule. See also Rule 504.1(8) above.

Comment [B48]: Incorporating a principle that

a PO and Registered Person(s) must, in

conducting the PO’s business activities, act with

due skill, care and diligence, honestly, fairly and
in the best interest of the Clients. The
elaboration of this principle is in the PO Manual.

Comment [B49]: Previously, Rule 404.3(4).
To introduce a principle that a PO must make
adequate and accurate disclosure of relevant
material information in the PO’s dealings with
the PO'’s Clients. The elaboration of this
principle is in the PO Manual.

Comment [B50]: Amended to extend this rule
to Registered Person(s).

)

Comment [B51]: Previously, Rule 404.5(2)(b).

Amendments made in line with simplifying the
rule.

Comment [B52]: To introduce a principle that
a PO must ensure that Client assets are
promptly and properly accounted for and
adequately safeguarded. The elaboration of this
principle is in the PO Manual.

7| Comment [B53]: Introducing a principle that a

PO must handle Client’'s complaints in a timely
and appropriate manner and take steps to
investigate and respond promptly to the
complaint. The elaboration of this principle is in

. the PO Manual.

Comment [B54]: To clarify that this rule will
apply to oral complaints as well. The rule on
handling of complaints was previously in Rule
403.3(2). Instead of the prescriptive rule that a
record of complaints is required to be
maintained, we are introducing the principle that
complaints are required be attended and
responded to promptly. The rule in Rule 501.4
requiring a PO to keep sufficient records to
evidence compliance with the requirements in
these Rules will require POs to keep sufficient
records to evidence that complaints from Clients
relating to the PO’s business are handled in a

] timely and appropriate manner.

Comment [B55]: Introducing a new rule to
require the protection of the secrecy of Client
information to ensure that client information is
kept confidential by the PO. The exceptions to
this rule are specified as well.




RULE4503.43 CHENTFS-FAILURETO-MEETOBLIGAHONS Posting a Client as a\DefauIter\f o

€0

@

11

Chapter 54 — Conduct-of Business By Participating-OrganisationsConduct of Business

(e) the information is in the form of a summary or collection of information set out in such
manner _as does not enable information relating to any particular Client to be
ascertained from the information.

- { comment [B561: Previously, Rule 404.3(13). |

wm&en4aw—th&The Exchang may dlrect a Participating Organlsatlon to refraln from tradlng
and%ekfreme#eetm&an%dealmgs%eeuﬂﬂe&for a-any Cllentehent, whetheHhaPeheana

in any of the

followmg cucumstances -

(ia) t-in relation to a request made under Rule 404-3(7/)}(a}4503.1(8), until the information
and document requested therein-is furnished by the elient-Client or where the elient
Client refuses to furnish the same; and/or

(ib) where an act or omission by the ehenFCIlent in relatlon to or arising from any

transactions er—dealmgs—ln sSecurities

causes, aids or facilitates a breach of these Rules_or Directives.

Comment [B57]: The words that have been
deleted are unnecessary. So long as the person
commits an act or omission concerning any
transaction in securities that causes, aids or
facilitates a breach of the Rules, the Exchange
may issue a directive under this Rule directing a
PO to refrain from trading or effecting any

| dealings in securities for any Client.

-

Comment [B58]: Previously, Rule
404.3(13)(b). Covered under Chapter 2.

N
Comment [B59]: Previously, Rule

404.3(13)(c). Unnecessary to be included in the
Rules as this is a matter between the SC and

L the Exchange.

N JL

“

If a Client fails to meet-settle a financial obligation with a

Participating Organisation of not less than Ringgit-Malaysia—Twoe—Theusand—(RM2,000)
(“Defaulter”) -or-any-other-obligation-relating to or in respect of any transaction in securities on

“| Comment [B60]: Inserted from previously

Rule 403.1 and amended as the Exchange is
not required to undertake due diligence
exercise. Itis also simplified in line with plain
language drafting.

the stock market of the Exchanqe or Recoqnlsed Exchanqe or-arising-out-of -any matter

2 |

Comment [B61]: Deleted as it relates to
financial obligations of the Clients only.

29 December, 2010
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A Participating Organisation must comply with the requirements set out in Schedule 2 when
notifying the Exchange -under Rule 503.3(1).

The Participating Organisation who notified the Exchange to post the Client as a Defaulter
(“reporting Participating Organisation”) and all other A—Participating Organisations are
QI’OthIted -shallnetfrom transacting any business for_a Defaulter from the date the Defaulter

|s Dosted in the list of defaulters aﬂy—persen—whe—has—been—eenﬂed—te—the—Parﬂerpaﬂng

xcept to seII securltles he#d—by—the—ln dDefauIters Hq—accounts
held with the Participating Organisations to reduce any debt owing to the Participating

Orqanlsatlons and consequently to other Partrcrpatlnq Orqanlsatlonsselel%teptheparpeseef

(a) there is no dispute by any party with respect to—the—outstanding—obligation
aferesaidsuch debt owing;

(b) the Participating Organisations has-have the contractual right to sell the securities
and the defaulter being given prior reasonable notice;

(c) the proceeds from the sale of the securities shall-must be fully—utilised towards
reduceing the-outstanding-ebligation-aferesaiddebt owing; and

(d) the mark to market value (as defined in Rule-31651301.2) of the securities sold in-the
manner-herein-shall-cannot exceed the debt owing-eutstanding-obligation-aforesaid.

A Partlmpatmg Organisation posting the Client as a Defaulter under Rule 503.3(1) and
carrying out any sale of securities held by-a-defaulter-in accounts of a Defaulter held-with-the
Participating—Organisation—pursuant—to—Rule—403-1(4)—shall-must_indemnify and keep the
Exchange indemnified against all suits, actions, claims, demands, proceedings, losses,
damages, charges and expenses of whatsoever nature and howsoever arising from,
incidental to or in connection with the aforesaid-saleaction.

A persen’s-nhame-Defaulter will-may be removed by the Exchange from the defaulters list in
any-ef-the following circumstances -

(@) if the Participating Organisation who notified the Exchange under Rule 503.3(1)
informs the Exchange in writing that the upen-thefulfilment-by-him-of-his-ebligatien
Defaulter has settled the debt owmqte—the—%erpaﬂng—@rgarusaﬂen—eeneemed

(b)

lengepbequsnﬂedrlf there is an order of court or an award from arbltratlon |nstruct|nq

for the Defaulter to be removed from the list of defaulters maintained by the
Exchange or that there is no debt owing to the Participating Organisation who notified
the Exchange under Rule 503.3(1).

[The rest of this page is intentionally left blank]
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RULE 504 INSURANCE REQUIREMENTS

504.1 Reguirement to take out insurance policy

maintain at all tlmes an insurance policy that is adequate having regard to: m—eenneeﬂen—w&th

its business as permitted-in Rule 503 (“Permitted Activities”)

(@) the nature and extent of the Participating Organisation’s business as permitted under
the Capital Markets Services Licence and the Commission’s policy on permitted

Comment [B62]: Previously, Rule 407.1(1).
Amendments consequential to the fact that the
permitted activities of a PO are no longer
contained in these Rules and are all contained
in SC's policy on permitted activities for
stockbroking companies in SC’s Licensing
Handbook.

activities for stockbroking companies contained in the Commission’s Licensing
Handbook:; and

(b) the responsibilities and risks assumed or which may be assumed by the Participating
Organisation in connection with those activities.

andﬂwdelme&A Partlcmatlnq Orqamsatlon may malntam the above insurance pollcv at

Group Level.

(2) A Participating Organisation must notify the Exchange that the insurance policy is in place.

504.2 Notification of claims

agalnst the msurance policy referred to in Rule 504. 1(1)taken—ee{—and—ma+nta+ned—m

within 2 market-daysMarket Days from when it-the
Participating Organisation becomes aware of the claim or potential claim.

[The rest of this page is intentionally left blank]

14 29 December, 2010

- ‘[Comment [B63]: Previously Rule 407.1(2). }

Unnecessary as this is stating the obvious.

- { comment [B64]: Previously, Rule 407.3(2). |

- - ‘[Comment [B65]: Previously, Rule 407.3(2). }

Deleted as this is unnecessary.
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Comment [B66]: Unless otherwise stated, the
requirements in this rule has been incorporated
in the Directives on Conduct of Business.

Comment [B67]: Not incorporated as
Registered Person(s) who causes, aids or abets
a breach of the Rules by a PO is liable for such
breach by the PO under Rule 302.6 (2).

Comment [B68]: Not incorporated as it is
unnecessary to state these specifically and
instead, we will be relying on the principle that a
PO must not engage in any act that amounts to
advertising securities for sale or purchase or
share hawking.

Comment [B69]: Not incorporated as this is
covered under the principle that POs are
required to employ fit and proper persons. If a
person has committed a serious breach of
Rules etc. or expelled from membership, they
would not be considered fit and proper.

_ —— | Comment [B70]: See the Directives on
Conduct of Business.

¥ _ - — -] Comment [B71]: See the Directives on
Conduct of Business.

15 29 December, 2010
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[The rest of this page is intentionally left blank]
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- = ‘[Comment [B72]: See Rule 501.6.

Comment [B73]: We are proposing to do
away with this rule as this is covered under the
general principle requiring POs to have an
adequate system of training under the
Directives on Conduct of Business. It would be
up to the POs to decide whether to include
promoting continuous enhancement of business
professionalism in the stockbroking industry. To
note that we have prescribed the main
requirements on training in the Directives on
Conduct of Business i.e. awareness of all
applicable legal and regulatory requirements,
the Exchange’s trading system and internal
controls, policies and procedures and
operational aspects of the PO’s business.

Comment [B74]: We are proposing to do
away with the prohibition on POs from
employing or engaging an employee of another
PO. The rationale for such proposal is to do
away with rules that are no longer necessary
and to ensure our Rules are on par with the
rules of other jurisdictions. The engagement of
DRs of another PO is covered under Chapter 3.
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Comment [B75]: The SC’s Licensing
Handbook requires SC's prior approval for any
change in the shareholding of a PO that results
in a change in the PO's controller (as defined
under section 60(7) of the CMSA). Since the
CMSA regulates the shareholding of a PO in the
manner described above, we are proposing to
delete this rule.

Comment [B76]: Under the CMSA, a person
may be appointed as a director of a PO only if
he is fit and proper and none of the grounds
specified in paragraph 65(1)(d), (e), (f), (g), (i),
(j) or (k) of the CMSA would prevent him from
holding such office. Under SC'’s Licensing
Handbook, a PO must ensure that none of the
grounds specified in paragraph 64(1)(h), (i), (1)
and (m) of the CMSA apply to its directors. This
includes ensuring that there are no
circumstances likely to lead to the improper
conduct of business by a director and that there
is no reason to believe that a director will not
carry on the PO’s activities efficiently, honestly
or fairly. Since the CMSA already regulates
this, we are proposing to delete this rule.

©

deletion of Rule 402.1(1)

- ‘{Comment [B77]: Consequential to the
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_ -~ { comment [B78]: Moved to Rule 503.3.

18 29 December, 2010
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_ - - 7| Comment [B79]: It would be more appropriate
and useful to the investors if our procedure for
complaints against a PO or DR is published on
our website. As such, this rule will be deleted
from the Rules and published on our website.

_ — -] Comment [B80]: See Rule 504.2(5) and the
Directives on Conduct of Business.

19 29 December, 2010
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_ - - 7| Comment [B81]: Principles to be followed is
covered in new 501.1.

e N

Comment [B82]: Justification for the deletion
of the requirement for the PO to ensure
compliance with:

(a) Securities Laws, these Rules and the
Directives — covered under Rule 302.5(1).

(b) Depository Rules & Clearing House Rules
— covered under these respective rules.

(c) Companies Act - the purpose of these
Rules is to set out requirements applicable to
POs and Registered Person(s) for investor
protection and maintenance of an orderly and
fair market. The mere compliance with the
Companies Act does not add much to this
purpose. We would rather rely on the principle
that a PO must act with due skill, care and
diligence and in due regard for the integrity of
the market in the conduct of the PO’s business.
Further, under Rule 311.1(1), we can take
action against a Participant to protect the
Client’s interest, the public or the Exchange in
the circumstances set out in that rule. This is
sufficient and there is no necessity to
specifically require the POs to comply with the
Companies Act.

\

\
Comment [B83]: Covered under Rule

1 200.2¢4).

Comment [B84]: See the Directives on
Conduct of Business.

Comment [B85]: Covered in the Directives on
Conduct of Business.

10
BComment [B86]: Doing away with this

prescriptive rule and relying instead on the
requirement in the Directives on Conduct of

Business that requires a PO to have adequate

\
\
Al \
\ \
\
\
\
N \
I
\
\
\
\ \\ policies and procedures to minimise conflicts of
\ ' | interest between a PO or DR and the Client.
\
\
\
\
AN
\
\
\

\
\
\
\

Comment [B87]: Covered under the
principles in Rule 501.

and 502.

Comment [B89]: Covered in the Directives on

Conduct of Business.

\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\
\

\

\

\

\

\

\

\

\

\

\

\

\

\

\

\

\

Comment [B90]: Covered in the Directives on
. Conduct of Business.

BN {Comment [B91]: Covered under Rule 501.
L ‘[Comment [B92]: Covered under Rule 501.

"7 Comment [B93]: Covered in the Directives on
Conduct of Business.

Comment [B94]: Covered in the Directives on

1 A{Conduct of Business.

Comment [B95]: Covered under the principle
in Rule 502.

)
)
i
)
Comment [B88]: Covered under Rules 501 }
)
)
)
)
)
1
1
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_ - — 7| Comment [B96]: We are proposing to delete
this prescriptive requirement to maintain an
internal record of supervisors.

_ — - Comment [B97]: See the Directives on
Conduct of Business.

_ — - Comment [B98]: Covered under Rule
201.1(2).

- — — — - Comment [B99]: Covered in the Directives on
Conduct of Business.

S {Comment [B100]: See Rule 501. ]

_— { comment [B101]: See Rule 307.6. )

S {Comment [B102]: Covered under Rule 501. ]

t _ — - -] Comment [B103]: Covered in the Directives
on Business Conduct.

_ — - 7| Comment [B104]: See the Directives on
Business Conduct.

21 29 December, 2010
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_ - - 7| Comment [B105]: See the Directives on
Business Conduct.

e e i e e e i — 7| Comment [B106]: See the Directives on
Business Conduct.

_ - - Comment [B107]: See Rule 503.2(1) and the
relevant directive elaborating on this rule.

22 29 December, 2010
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_ - - 7| Comment [B108]: See Directive on Business
Conduct. Previous Rule 404.3(1)(b) is a
principle on its own in Rule 503.

_ — -1 Comment [B109]: Covered in the Directives
on Business Conduct.

_ — - Comment [B110]: Covered in the Directives
on Business Conduct.

_ — - Comment [B112]: See Rule 503.2 and the
relevant directive elaborating on the principle in
this rule.

_ — - Comment [B113]: See the Directives on
Business Conduct.

23 29 December, 2010
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_ - { comment [B114]: See Rule 503.1(8) and (9). |

_ - - Comment [B115]: See the Directives on
Business Conduct.

_ — - Comment [B116]: See the Directives on
Business Conduct.

504.2(4) and the relevant directive elaborating

_ — - Comment [B117]: Covered under Rule
the principle in this rule.

Y_ _ - - Comment [B118]: Covered under in the
Directives on Business Conduct.

_ -~ { comment [B119]: See Rule 503.2(7).

24 29 December, 2010
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relevant directives elaborating the principle in

_ - -7 Comment [B120]: See Rule 503.1(1) and the
this rule.

_ — - Comment [B121]: See Rules 503.1(5), (6)
and (7).

25 29 December, 2010
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relevant directive elaborating the principle in this

_ - -] Comment [B122]: See Rule 503.1(4) and the
rule.

26 29 December, 2010
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Comment [B123]: See the Directives on
Business Conduct. Under the requirements on
policies and procedures, there is a requirement
to have procedures on opening of accounts
including evaluating and assessing clients. We
further require POs to ensure that the
documented procedures are effectively
enforced. As such, we are proposing to delete
this rule.

Comment [B124]: See the Directives on
Business Conduct.

_ — -1 Comment [B125]: Moved to the directives
relating to Rule 1201 to consolidate similar
requirements under one rule.

_ -~ - Comment [B126]: See the Directives on
Business Conduct.

_ - - Comment [B127]: See the Directives on
Business Conduct.

27 29 December, 2010
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_ — - | Comment [B128]: See the Directives on
Business Conduct.

Business Conduct.

- ‘[ Comment [B129]: See the Directives on

28 29 December, 2010
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_ - { comment [B130): See Rule 501.7. )

_ - - Comment [B131]: We are proposing to do
away with this requirement and rely on Rule
501.4 that requires POs to keep proper records
to evidence compliance with the requirements
of these Rules.

_ - { comment [B132]: See Rule 503.2(3). )

_ - - 7] Comment [B133]: We are proposing to do
away with the requirement for a PO to maintain
accounts for other POs as this requirement is
no longer necessary as a PO’s obligations are
to the Clearing House.

— — 7| Comment [B134]: Covered under Rule
1201.1 read together with the relevant
directives.

— - 71 Comment [B135]: We are no longer requiring
POs to submit written confirmations of
compliance of the Rules to us. We will be
relying on the fact that POs are required to
comply with these Rules.

IRULE404—.8—GURREN€>4 - {COmment [B136]: Moved to Rule 501.10. ]

29 29 December, 2010
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directives elaborating on the principle in this

_ - -7 Comment [B137]: See Rule 503.2(4) and the
rule.

[The rest of this page is intentionally left blank]
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29 December, 2010

Comment [B138]: We are proposing to
incorporate these requirements on outsourcing
of back office functions under the requirements
on organisation and structure of POs under
Chapter 6.
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directives elaborating on the principles in this

_ - — 7| Comment [B139]: See Rule 504.1 and the
rule.

[End of Chapter]
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CHAPTER 56 ORGANISATION AND STRUCTURE OF
PARTICIPATING ORGANISATIONS

29 December, 2010

Comment [B1]: Deleted as the Exchange is
proposing for all rules governing other capital
market activities other than trading in securities
on the stock market of the Exchange be deleted
from this rule and covered under SC'’s Licensing
handbook. The rule will only reflect the principle
that POs will need to inform the Exchange in the
event they undertake any other business
activities permitted by SC or BNM in the case of
an Investment Bank. See Rule 601.1
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_ - 1 Comment [B2]: This rule 502 is deleted as the
categories of POs and qualification for the
different categories of POs are contained in the
SC'’s Policy Framework on the Consolidation of
the Stockbroking Industry and as such, is
governed by SC.

[The rest of this page is intentionally left blank]
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RULE 56031 PERMITTED BUSINESS OF
PARTICIPATING ORGANISATIONS

RULE 56031.1 UNINVERSAL-BROKER-ANDINVESTMENTBANKPermitted Business

Organisation
out any other busmess apart from tradlnq in Securltles on the stock market of the Exchange if
permitted by the Commission or the Central Bank (“Permitted Business”).

A Pamcmatmq Orqamsanon must notify the Exchange in_writing prior to the commencement

29 December, 2010

Comment [B3]: Deleted as activities or
business other than trading activities on the
stock market of the Exchange are proposed to
be governed by SC. The Exchange will only
regulate trading activities on the stock market of
the Exchange.

Comment [B4]: The POs will be required to
notify the Exchange of its other permitted
activities notwithstanding that the Exchange
may not regulate the activities.

Comment [B5]: (a) to (e) are deleted in view
of the general principle stated under Rule 601.1.
In any event the same is reflected in the SC's
Licensing Handbook and the Policy on
Permitted Activities.
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(3(5)) The Exchange shal-be—entitled-tomay |

require_the Participating_Organisation to take such steps as the Exchange _ _ - { comment [B6]: Deleted as the Exchange has
deemsthinks fit to ensure-that-the-manages thepotential risks and petential-conflicts of interest the power to impose any term or condition to
arising from carrying out sueh—both the Permitted bBusinesses and the Participating (i (PO Brilsr (Rl 20L-(2)
Organisation’s business of dealingtrading in sSecurities_on the stock market of the Exchange.
Ihvestment Bank
[34) A Participating Organisation may carry out the Permitted Businesses at its Principal Office or _ _ - { comment [B7]: This provision is taken from
Branch Offices Rule 504.4(1) in relation to the permitted

activities that can be conducted by the POs at

the branch office. We have now reflected a

principle that a PO can conduct its Permitted

Business whether at the principal office or any
| of the branch offices.

L

=
Comment [B8]: Deleted as other capital
market activities are no longer covered by the
L Exchange.

Comment [B9]: Deleted as this activities in
relation to corporate finance is proposed to be
deleted from the rules and consolidated under
SC'’s licensing handbook.

Comment [B10]: This rule is already reflected
in Rule 601.1(2) and (3).

Comment [B11]: This rule is already reflected
in Rule 601.1(2) and (3).

6 29 December, 2010
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_ - - 7| Comment [B12]: Deleted as activities other
than trading activities on the stock market of the
Exchange is proposed to be consolidated under
SC'’s licensing handbook.

7 29 December, 2010
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Comment [B13]: Deleted as this requirement
is contained in the new Rule 601.1(2) which
requires the PO to give a written notice to the
Exchange prior to the commencement of the
Permitted Business.

Comment [B14]: This rule is deleted as the
Exchange only regulates the trading activities of
the PO on the stock market of the Exchange

Comment [B15]: Deleted as the requirements
on dual licensing arrangement is proposed to be
consolidated under SC’s licensing handbook.

Comment [B16]: This requirement is deleted
as we have reflected a general principle in Rule
501.2(1)(a) coupled with a directive (500-001)
that the PO must maintain segregation of its
other businesses from the business of trading in
securities.

Comment [B17]: This rule is deleted as it is
covered under a general rule that allows for
outsourcing of back office functions and
supervisory functions. See Rule 603 and Rule
607.
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_ - - | Comment [B18]: This requirement is deleted
as we have reflected a general principle in Rule
» ; i » » 501.2(1)(a) coupled with a directive (500-001)
. X . X ) that the PO must maintain segregation of its
other businesses from the business of trading in
securities.

_ — -1 Comment [B19]: Deleted as these
requirements are reflected in the Rules of Bursa
Derivatives.

— = 7| Comment [B20]: This provision is now
reflected in a directive issued under Rule 604
pertaining to compliance functions to be
undertaken by a PO.

— - | Comment [B21]: Deleted as Bursa
Derivatives would know where the futures
broker’s representatives are located as they are
registered with Bursa Derivatives.

29 December, 2010
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_ - - 7| Comment [B22]: Deleted as this requirement
proprietary-or-agency-trading:-and will be reflected in the Exchange’s directive in
relation to the submission of information by
POs.

Comment [B23]: Deleted as Bursa
Derivatives would know where the Local
Participants are stationed since they are
registered with Bursa Derivatives.

- 7 Comment [B24]: Deleted as these
requirements are already reflected in Rule
601A.4 of the Rules of Bursa Derivatives.

- 7| Comment [B25]: Deleted as all fund
management activities are proposed to be
consolidated under SC’s Licensing Handbook.

10 29 December, 2010
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activities are proposed to be consolidated under

_ - - 7| Comment [B26]: Deleted as all unit trust
SC's Licensing Handbook.

_ — -1 Comment [B27]: Deleted as all activities in
debt securities are proposed to be consolidated
under SC'’s Licensing Handbook.

11 29 December, 2010
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RULE 56042

Application of Rule 602

Chapter 56 — Organisation and Structure of
Participating Organisations

ESTABHSHMENT-OF-BRANCH OFFICE AND ELECTRONIC ACCESS

FACILITIES

o0ffice or eEIectronlc aAccess fFaC|I|ty |s not m—the—event—enly—the arrymg out th

business(es)

a&thapbranekpemeeof traqu in Securmes in the stock market of the Exchanqe

Organlsanon s busmess as—a—smgle—enmy—reeegmsed-by—lawand as such aII the provisions in
these Rules apply to the Branch Office and Electronic Access Facility.

RULE 56042.12 — PRICRTO-OPERATINE-DATEESTABLISHMENT OF BRANCH
OFFICEEstablishment of Branch Office and Electronic Access Facilities

@) Subjectto-the-A_Participating_Organisation may establish, and-maintain and_operate Branch !
Offices and Electronic Access Facilities upon approval byof the Exchange subject to the
Commlssmns reqwrements on Branch Offlces and Electronlc Access Facnltles

2) A Participating Organisation must in relation to every branch appoint 1 person who is

15

engaged on a full time basis with the PO to undertake the following:

0]

(i) to oversee the administrative activities at the branch office.

29 December, 2010

rComment [B28]: Amended to reflect the

L Rule 504 (on branch office) under this Rule 602. )

merging of previous Rule 504A (on EAF) with

rComment [B29]: Rule 504.2B(2) is moved to, )

Rule 602.
L

incorporated and amended here to include EAF
in line with the merging of Rule 504A (on EAF)
with Rule 504 (on branch office) under this

rComment [B30]: This rule 504A.1(1) is
/

L

moved to and incorporated here in line with the
merging of Rule 504A (on EAF) with Rule 502
(on branch office) under this Rule 602.

[ Comment [B31]: This rule 504A.4(3) is

L (on branch office) under this Rule 602.

moved to and incorporated here in line with the
merging of Rule 504A (on EAF) with Rule 504

r 4
Comment [B32]: This rule 504A2.1 is moved

kestablish Branch Office.

to here in line with the merging of Rule 504A
(on EAF) with Rule 504 (on branch office) under
this Rule 602 and clarified to exclude the
Special Scheme Broker and Standalone Broker
from this rule as they are not allowed to

L Stockbroking Industry.

Comment [B33]: Deleted as these
requirements are governed by SC and
contained in the SC’s Guidelines on the
Establishment and Location of a Branch Office
by Universal Brokers and Eligible Non-Universal
Brokers, Guidelines on Investment Bank and
Policy Framework on the Consolidation of the

Comment [B34]: Previously in Rule
506.2(1)(a) and amended to show that the
Exchange is no longer requiring the
appointment of heads at branch level but only 1
person supervising the branch office.

Comment [B35]: Inserted to emphasize the
duties and responsibilities.

[ comment [B36]: Rule 504.3(1) is

L branch office and EAF in Rule 602.2.

incorporated here in line with the merging of the
requirements in relation to the establishment of

N
Comment [B37]: Deleted as these

| Stockbroking Industry.

U

requirements are governed by SC and
contained in the SC’s Guidelines on the
Establishment and Location of a Branch Office
by Universal Brokers and Eligible Non-Universal
Brokers, Guidelines on Investment Bank and
Policy Framework on the Consolidation of the

L
p-

P
Comment [B38]: Deleted as these

L

requirements are governed by SC and
contained in the SC’s Guidelines on the
Establishment and Location of a Branch Office
by Universal Brokers and Eligible Non-Universal
Brokers, Guidelines on Investment Bank and
Policy Framework on the Consolidation of the
Stockbroking Industry.

L Stockbroking Industry.

Ve

Comment [B39]: Deleted as these
requirements are governed by SC and
contained in the SC’s Guidelines on the
Establishment and Location of a Branch Office
by Universal Brokers and Eligible Non-Universal
Brokers, Guidelines on Investment Bank and
Policy Framework on the Consolidation of the

... [1]
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Comment [B40]: Deleted as the requirement

is already reflected in the SC's Guidelines on

Establishment and Location of a Branch Office
by Universal Brokers and Eligible Non-Universal

Brokers.

L

( 0
Comment [B41]: Deleted as the requirement

is already reflected in the SC’s guidelines on

Establishment and Location of a Branch Office
by Universal Brokers and Eligible Non-Universal

Brokers.

-

L

Comment [B42]: Deleted as IBs will be
governed by the requirements of the Central
Bank.

L

-
Comment [B43]: This rule is moved to, and

incorporated as Rule 602.1(1) in line with the
new structure of the rules.

-

L

Comment [B44]: Deleted as all operational
aspects of the rules will be moved to and
incorporated into the PO Manual.

1

Comment [B45]: Deleted as this rule will be

incorporated into the PO Manual.

Comment [B46]: Deleted as this rule will be

incorporated as Rule 602.2(2).

)
)

Comment [B47]: Deleted as the approval
process will be incorporated into the PO
Manual.

Comment [B48]: Except for Rule 504.3(3)(a)
(i), (iv) and (v), the requirements for approval of

operations for the branch office will be
incorporated in the PO Manual.

16 29 December, 2010
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\
\

{ Comment [B49]: Except for Rule 504.3(3)(a)

(i), (iv) and (v), all other the requirements for
approval of operations for the branch office
stated here will be incorporated in the PO

L Manual.

;
-| Comment [B50]: Deleted in line with

providing greater flexibility to POs to manage
their business by allowing them to structure its
operations as it sees fit provided that the
relevant Heads remain accountable for the
operations of the branch office and all conflicts
required to be addressed in the Rules are
addressed.

L

Comment [B51]: Deleted as this requirement
will be reflected in a Directive.

=
Comment [B52]: Deleted as the same is
incorporated in Rule 502.2. as a general

requirement.
A

N )L

=
Comment [B53]: Deleted as the same is
incorporated in Rule 501 as a general conduct
of a PO. This is in line with simplifying the Rules
and consolidating all relevant requirements
under one rule, where we would have an all
encompassing rule relating to internal controls
and policies and procedures of a PO in respect

 of its activities in Chapter 5.

Ve

rComment [B54]: Deleted as the Exchange
has the general power under Chapter 2 to
impose such conditions and to ask the PO to

L bear the cost of such audit.

L

>
Comment [B55]: Deleted as there is a
provision in Chapter 2 that empowers the
Exchange to carry out readiness audit on POs
and this will be reflected as part of the
application process in the PO Manual (see
Directives 602-00).

L

Ve

>
Comment [B56]: Deleted, as a PO is defined
in the rules to include its operations at branch
offices as well. A PO is accountable for all its
activities and this is stipulated under Rule

604.2.
W

U

>
Comment [B57]: Deleted as the Exchange
can request for such information under Chapter
2.

Ve

obvious.

Comment [B59]: Deleted as this rule will be

L
{Comment [B58]: Deleted as this is stating the
Imoved to, and incorporated into the PO Manual.

L L L

-
Comment [B60]: This rule is deleted as the
same will be incorporated in Rule 501 on the
general conduct of a PO. This is in line with
simplifying the Rules and consolidating all
relevant requirements under one rule, where we
would have an all encompassing rule relating to
internal controls and policies and procedures of
a PO in respect of its activities in Chapter 5 and
PO Manual.
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_ - - 7| Comment [B61]: Deleted as there will be a
general obligation of POs to submit the
information regarding the DRs engaged by the
POs in Rule 310.8.

Comment [B62]: Deleted as the Exchange is
already empowered to do as such under the
general powers of the Exchange in Chapter 2.

RULE56042.43 — PERMITTED-ACTMTHES AT THE BRANCH-OFFICEPermitted activities at
the Branch Office and Electronic Access Facility

— - | Comment [B63]: This rule is amended to
clarify the activities that can be carried out at
the PO’s branch office.

_ — — -1 Comment [B64]: This provision is deleted as
the same is provided in Chapter 5.

(N

_ - - 7| Comment [B65]: This provision is deleted as
it would be left to PO’s policies and procedures.

(N

_ — - | Comment [B66]: This provision is deleted as
the same is provided in Rule 501.2.

(N

(@) A_Participating Organisation is_only permitted to_carry_out activities as_permitted by the __ - { comment [B67]: This rule is introduced to
Exchange at the Electronic Access Facility as determined by the Exchange. clarify that activities that can be undertaken at
the EAF will be as determined by the Exchange.
The scope of activities allowed will be detailed
in the PO Manual. See Directives 602.2-001.

RULE 56042.54CONVERSION-——OF — ELECTRONIC - ACCESS — FACILITY— TO— BRANCH
OFFICEConversion

@) A Participating Organisation may convert its Electronic Access Facility to a Branch Office or _ _ - { comment [B68]: Amended to clarify that a

vice versa upon approval of the Exchange. PO may convert its EAF to branch office or vice
versa if it is approved by the Exchange.

_ — - | Comment [B69]: Deleted as this will be
covered in the PO Manual.

18 29 December, 2010
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[The rest of this page is intentionally left blank]

29 December, 2010

Comment [B70]: Deleted as this is not
necessary, since it is understood that once
converted to either branch office or EAF, that
branch office or EAF must comply with the
requirements that are applicable to the branch
office or EAF.
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_ - -1 Comment [B71]: Deleted as this rule is
merged with the provisions of branch office in
Rule 602 and all operational requirements here
will be consolidated in the PO Manual.

20 29 December, 2010
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incorporated a general requirement in relation to

_ - - 7| Comment [B72]: Deleted we have
this in Rule 502.1(2).

_ — -1 Comment [B73]: This rule will be
incorporated into PO Manual.

23 29 December, 2010
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_ - - 7| Comment [B74]: This rule is incorporated in
Rule 601.1 and the provisions are replaced with
a general rule to state that a PO may carry out
its permitted business at its principal office or its
branch offices.

— - | Comment [B75]: This rule is incorporated in
rule 601.1 and the provisions are replaced with
a general rule to state that a PO may carry out
its permitted business at its principal office or its
branch offices.

_ — - | Comment [B76]: This rule is incorporated in
Rule 501.11.

[The rest of this page is intentionally left blank]
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_ - - | Comment [B77]: Deleted as already
addressed in Rule 602.1(1).

_ — - Comment [B78]: This rule is moved to and
merged with Rule 602.1(3) which provides that
branch office and EAF forms part of the
business of PO. As for the principal office, there
is no need to provide for the same as it is
understood that principal office is part of PO.

_ — - Comment [B79]: Moved to Rule 602.2(2) and
amended to show that the Exchange is no longer
requiring the appointment of heads at branch level
but only 1 person supervising the branch office.

-| Comment [B80]: The Exchange will no longer
require the appointment or registration of Head
of Branch Office. The Exchange only require
appointment of 1 person to supervise the
branch office.

-| Comment [B81]: The Exchange will no longer

be requiring the appointment of heads at branch
g vale li . level as the respective Head of Dealing, Head
of Operations and Head of Compliance will be
held accountable for the supervision and
management of the activities at the branch
level.

25 29 December, 2010
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Comment [B82]: Deleted in line with
providing greater flexibility to POs to manage
their business by allowing them to structure its
operations as it sees fit provided that the
segregation rules and conflicts of interests are
complied with as provided in Chapter 5.

In addition to this, since the Heads will be held
accountable, the flexibility is also given to the
PO to manage the organization and structure at
its branch office provided the aforementioned
segregation rules and conflicts of interests are
complied.

Comment [B83]: Deleted in line with
providing greater flexibility to POs to manage
their business by allowing them to structure its
operations as it sees fit provided that the
segregation rules and conflicts of interests are
complied with as provided in Chapter 5.

In addition to this, since the Heads will be held
accountable, the flexibility is also given to the
PO to manage the organization and structure at
its branch office provided the aforementioned
segregation rules and conflicts of interests are
complied.

26 29 December, 2010
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~ - 71 Comment [B84]: Deleted as the Exchange
would leave the Head of Compliance to
determine how the monitoring or compliance
function is done. If there are lapses, the
Exchange will hold the Head of Compliance
accountable for such lapses.

_— - 7| Comment [B85]: Deleted. The substance of
this Rule is incorporated under Rule 304.1(1)
whereby functions performed by HOD, HOO or
HOC cannot be performed by any other
persons.

27 29 December, 2010
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Comment [B86]: Deleted in line with the
proposed new all encompassing rule on internal
controls and policies and procedures of a PO
which require segregation of duties and
reporting lines between those employees
dealing in securities and those having
administrative or operational duties in Chapter
5.

Comment [B87]: Deleted as the supervision
and management of the branch office will be left
to the PO and the respective Heads.
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_ - - 71 Comment [B88]: The substance of this Rule
is incorporated under Rule 304.1 whereby the
functions performed by HOD, HOO or HOC
cannot be performed by any other persons.

_ — -1 Comment [B89]: Deleted in line with deletion
of the above rule.

_ — -1 Comment [B90]: This rule is incorporated in
Chapter 5, in line with consolidating similar
requirements in relation to compliance
obligation under one rule.

[The rest of this page is intentionally left blank]
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RULE 603 BACK OFFICE FUNCTIONS

RULE56063.71BACK-OFFICE-SYSTEM-AND-OPERATIONS Back office system and operations

-A Participating Organisation must
operate its own back office system and operations whether at the Principal Office or any of
the Branch Office unless the back office systems and operations have been outsourced in
accordance with the Guidelines on Back Office Functions. The Guidelines on Back Office
Functions are deemed part of these Rules and any breach by the Participating Organisation
of the same is a breach of these Rules.

must have a back office system and operations that are capable of the following:

[E) timely reporting and transmission of data from a Branch Office to the Principal Office;

(b) daily reconciliation of all records of the Principal Office and the Branch Office; and

(c) reconciliation of all transactions undertaken by the Branch Office.

; A
Participating Organisation may maintain separate locations for the back office system and

operations of the Participating Organisation’s Principal Office and Branch Office(s). A
Participating Organisation must notify the Exchange and the Commission of the location of
the back office system and operations ifi issi

[The rest of this page is intentionally left blank]

30 29 December, 2010

-
Comment [B91]: Amended to clarify that the
PO must operate its own back office system
and operations unless it is outsourced in
accordance with the Commission’s
requirements on outsourcing of back office
functions under the Guiding Principles For
Outsourcing Of Back Office Functions For
Capital Market Intermediaries (the “Guiding
Principles”). The Guiding Principles is deemed
part of these Rules and any breach by the
Participating Organisation of the Guiding

L Principles is a breach of these Rules.

7 3
Comment [B92]: Amended to incorporate the

requirements in the current Rule 506.7(3) and
(4) under one rule.

i - ‘[Comment [B93]: This requirement is moved

to and incorporated into Rule 603.1(2).

)

- ‘[Comment [B94]: This requirement is moved

to and incorporated into Rule 603.1(2).

)

p

-1 Comment [B95]: Previously, Rule 506.7(1).

Moved here as this relates to how the back
office system and operations of a PO’s principal
office and branch office must be structured.

Doing away with requiring a PO to centralise the
back office system and operations of the PO’s
principal office and branch office and instead
allowing a PO to maintain separate locations for
the back office system and operations if the
Exchange and the Commission is notified.
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N

Comment [B96]: Deleted as this Rule has
been deleted under the current rules.
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RULE 56074 COMPLIANCE FUNCTION
PARHCIPATING-ORGANISATHON

PULZ 560724.1 o a b e = BUIRIC Lo L A D
PARTICIPATING ORGANISATIONCompliance function

e to momtor
advice on all
the relevant requirements that a Participating Organisation must comply with, in carrying out
the Participating Organisation’s business.

604.2l Accountability]

(1) A Participating Organisation and the Participating Organisation’s Board of Directors are
responsible and accountable for compliance with these Rules, the Directives and Securities
Laws by the Participating Organisation, the Participating Organisation’s Registered Person(s),
employees and agents.

(2) If there is a breach of these Rules, the Directives and Securities Laws, the Participating

Organisation and the Participating Organisation’s Board of Directors are liable for such
breach whether or not such breach was by or caused by Participating Organisation’s
Registered Person(s), employees or agents.

604.3 Reporting

32

(@) becomes aware of any matter in Rule 307. 6(1) that has not been reported to

the Exchange or any breach.-infringement-er-non-compliance of any of these
Rules Rule-by another Participating Organisation,-_ or a Registered Person(s);
or

(b) has reason to believe that another Participating Organisation or registered
person{s)a Registered Person(s) has breached4n#nnged or falled to comply
with any of these Rules

the Participating Organisation must report the matter immediately in writing to the Exchange.

29 December, 2010

\
\

\

- -1 Comment [B97]: Amended to clarify that a
PO must carry out compliance functions for the
purpose of monitoring compliance with these
Rules, and providing advice on all matters that
the PO needs to comply with under these
Rules, Directives and Securities Laws.

Comment [B98]: This rule is redundant in
view of the rule above requiring the PO to
appoint the relevant persons as HOC to carry
out compliance functions as provided under
Rule 604.1.

-
Comment [B99]: The obligation to ensure
compliance should vest with the POs, the board
of directors and the management. We have
amended the rule to reflect the above structure
as follows:

(a) Responsibility of a PO and management —
obligation to ensure compliance with Securities
Laws, these Rules, the Directives, any decision
made by the Exchange and the PO’s internal
policies and procedures. The PO and BOD
bears this responsibility whether or not the
breach was caused by the PO’s Registered
Person(s), employee or officer or other person

(b) Responsibility of Head of Compliance and
Head Group Compliance — both have the same
obligations in that to carry out checks from time
to time to ensure compliance with the Securities
Laws etc.

(c) Responsibility of Head of Dealing —obligation
to supervise and direct compliance in matters
relating to trading in securities.

(d) Responsibility of Head of Operations —
obligation to supervise and direct compliance in
matters relating to operations.

\ | The obligations in paragraphs (b), (c) and (d)
“will be covered under Chapter 3.

J

Including the obligation of a PO to report any
matter in Rule 307.5(1) that has not been
reported to the Exchange. The equivalent rule
| fora Registered Person(s) is in Rule 302.7.

e <
Comment [B100]: Previously, Rule 404.1(10).

=

Comment [B101]: Unnecessary as this is
covered by requiring the PO or Registered
Person(s) to report the matter in writing to the
L Exchange.
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(a) fails to perform any obligations under these Rules or Directives:

(b) is subject to any enforcement or disciplinary action by the Commission or any other
regulatory authority: or

(c) becomes aware of any other event or circumstances which may adversely affect the
Participating Organisation’s ability to perform any of the obligations under these
Rules or Directives;

the Participating Organisation must immediately report the matter in writing to the Exchange.

604.4| Compliance with the Capital Markets and Services Act or Securities Laws

1

Comment [B102]: To impose self reporting
obligation on the PO.

|

Comment [B103]: This is to clarify the
Exchange’s position when imposing

(1) Where these Rules require a Participating Organisation to comply with a provision of the requirement to comply with the securities laws.
Capital Markets and Services Act or the Securities Laws:
(@) the Exchange may enforce that provision as if it were repeated as a Rule;
(b) any action taken or determination made by the Exchange is not to be regarded as an
action or determination under the Capital Markets and Services Act or the Securities
Laws but as an action or determination under these Rules; and
(c) any action taken or to be taken or determination made or to the made by the
Exchange is not affected by any previous, subsequent or pending action or
determination by any court, the Commission or any other authority in relation to a
breach of that provision.
[The rest of this page is intentionally left blank]
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_ - 1 Comment [B104]: All provisions in previous
Rule 508 are deleted as all corporate finance
activities are proposed to be consolidated under
SC'’s Licensing Handbook

34 29 December, 2010
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RISK MANAGEMENT FUNCHONS AND
RISK-MANAGEMENT-COMIMIFTFEE _
OF PARTICIPATING ORGANISATIONS

RULE 56095

RULE56095.51DUHES-OFA-PARTCIPATING-ORGANISATIONRIsk management functions

management functions for the purpose stipulated under Rule 501.3(1) and actions to mitigate

such risks.-

L

Comment [B105]: The previous Rule
509.5(1) is now Rule 605.1and is amended to
state the principle that a PO is required to
undertake the performance of risk management
functions to manage its risk as required under
Rule 501.3(1) i.e.to identify, monitor and
manage conflicts of interest and risks that may
arise in the conduct of the Participating
Organisation’s business.

p-

L

Comment [B106]: Deleted as the same will
be incorporated in chapter 5 on the general
conduct of a PO. This is in line with simplifying
the Rules and consolidating all relevant
requirements under one rule, where we would
have an all encompassing rule relating to
internal controls and policies and procedures of
a PO in respect of its activities.

L

L

-

WU

Comment [B107]: Deleted as the same will
be incorporated in Chapter 5 on the general
conduct of a PO. This is in line with simplifying
the Rules and consolidating all relevant
requirements under one rule, where we would
have an all encompassing rule relating to
internal controls and policies and procedures of
a PO in respect of its activities, including
requirements on record keeping in Chapter 5.

p-

. \ \
Management-Committee: N

Comment [B108]: This requirement is
covered under the revised Rule 605.1(1) and
the reporting to RMC is reflected in Rule
605.1(2) and is applicable to all POs and not
just Investment Banks and Universal Brokers.

Ve

o
2 A Participating Organisation must ensure that the risk management functions are reported to ' {

Comment [B109]: This requirement is
covered in Rule 605.1(2).

the Board of Directors of the Participating Organisation or any other committee as determined *.
by the Board of Directors whose function is to manage and monitor the discharge of the risk

Comment [B110]: Deleted as this
requirement is stipulated in Chapter 5.

management functions of the Participating Organisation.

\
~
~
~

Comment [B111]: This rule is inserted to
ensure that the risk management functions is
reported to the BOD of the PO or any other
committees determined by the BOD.

Comment [B112]: This requirement is
covered in Rule 605.1(2).

Management-Committee-are undertaken or established at Group iLevel in accordance with

\

\
Rule 607, all provisions in these Rules relating to risk management functions_—and-Risk \[
ANMan I 09 a' AL

Comment [B113]: Amended to simplify the
language of this Rule.

y-apply.

Comment [B114]: This rule will be
incorporated into the PO Manual, consistent
with the approach of setting out the operational
details in the PO Manual.

40

29 December, 2010



Chapter 56 — Organisation and Structure of
Participating Organisations

-

~ - 1 Comment [B115]: Deleted, consistent with
the deletion of all the requirements under this
rule.

L

J
_ — -1 Comment [B116]: This requirement is deleted
as it is provided under Chapter 13.

_ — - Comment [B117]: This requirement is deleted
as it is provided in Chapter 2, under the general
compliance of the PO with the rules, directives

Lor regulations issued by the Exchange.

_ - -1 Comment [B118]: This requirement is deleted
as it is provided in Chapter 5 as part of the
general requirement on policies and procedures
to be maintained by POs.

RULE56095.32 COMPOSITHION-OF RISK-MANAGEMENT-COMMITTEEComposition of
the committee for risk management

(6N ss-otherwise-determined-by-the-Exchange icati __—{ comment [B119]: Amended to reflect the
Management-Committee-must-The Participating Organisation must ensure that members of principle in relation to the composition
the Board of Directors or committee stipulated in Rule 605.1(2) comprise ef-such-rumberand IR 6 i e off GITEsios @
h narcon - e Adotarmined b o Darticinating Oraanicati \ committee determined by BOD for risk

management and the competency of the board

subject—to—thefollowing—conditions—persons who are independent, competent, have no or members of this committee.
conflict of interest in the discharge of their functions and collectively have the relevant skills
and experience in the following areas:

[E)) trading;

(b) operations; and

(c) compliance

_ — -1 Comment [B120]: This rule is moved to and
incorporated as the revised Rule 605.2(2).

_ - — 7 Comment [B121]: Deleted as the Exchange
is no longer prescribing who should sit in the
committee.

_ — -1 Comment [B122]: This rule is deleted so as
to give flexibility to PO or the committees
determined by the BOD as provided under the
revised Rule 605.1(2) in performing their
functions in respect of the risk management.

) The Participating Organisation must ensure that the majority of the members of the Board of _ _ - 4 Comment [B123]: This provision is previously
Directors or committee for the risk management as determined by the Board of Directors of Rule 509.3(1)(a) and is amended for purposes
the Participating Organisation must _not consist of persons who hold a dealers giinainliangtzgeliiafing]

representative’s licence.
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Comment [B124]: Deleted as the Exchange
is no longer prescribing who should sit in the
committee.

Comment [B125]: Deleted as the revised rule
605 is applicable to IBs since this rule 605 only
stipulates the general requirements in relation to
risk management.

Comment [B126]: Deleted as the same will
be incorporated in Rule 501.3 on the general
conduct of a PO. This is in line with simplifying
the Rules and consolidating all relevant
requirements under one rule, where we would
have an all encompassing rule relating to
internal controls and policies and procedures of
a PO in respect of its activities, including
requirements on record keeping in Chapter 5.

Comment [B127]: Deleted as the same will
be incorporated in Chapter 501.3 on the general
conduct of a PO. This is in line with simplifying
the Rules and consolidating all relevant
requirements under one rule, where we would
have an all encompassing rule relating to
internal controls and policies and procedures of
a PO in respect of its activities, including
requirements on record keeping in Chapter 5.
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RULE 56206 INTERNAL AUDIT_OF PARTICIPATING ORGANISATIONS

RULE 56106.1 INFERNAL-AUDITF-FUNCHONS-AND-AUBITFCOMMITTEE Internal audit functions

(1)

f iensA Participating Organisation shallmust ensure-that-it-carriesinternal

from the previous rule 510.1(1), and amended

_ - - 7| Comment [B128]: This rule is moved here
further to simplify its language.

_ — -] Comment [B129]: Inserted to stipulate the
principles to be undertaken in respect of internal

(i) the effectiveness and efficiency of the the operations of the Participating audit functions of POs.
Organisation, including its internal system and controls;
0] reliability and integrity of the Participating Organisation’s financial and
operating information, including the reporting of such information;
iii) compliance with the rules and laws relating to the business of the
Participating Organisation;
(iv) compliance with the relevant policies and procedures established by the
Participating Organisation; and
(vii) adequacy and effectiveness of all other areas in the business of the

Participating Organisation that is relevant to the achievement, objectives and

obligations of the Participating Organisation.

(b) reporting to the Board of Directors or a committee selected by the Board of Directors
on the findings of its examinations and evaluations of the areas mentioned in Rule
606.1(1)(a).

(c) making appropriate recommendations on the corrective actions to be taken or
improvements (if any) based on the findings above; and

(d) verifying whether the recommendations made above has been adhered to by the

Participating Organisation.

(2) ____The Participating Organisation must establish and maintain an audit committee, whether on_
its own or at the Group Level in accordance with Rule 607. The audit committee is
responsible for monitoring and overseeing all matters relating to the discharge of the internal
audit functions of the Patrticipating Organisation.

3) A Participating Organisation_must report all matters in relation to the internal audit to the audit

44

committee.

29 December, 2010

_ — =1 Comment [B130]: This rule is introduced to
state the principle of having an audit committee.

_ — - Comment [B131]: This rule is introduced to
clarify the requirement in relation to the
reporting of the internal audit functions of the
POs.

and incorporated into, the PO Manual.

1
—

Comment [B132]: This rule will be moved to, }
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_ - - 7| Comment [B133]: Deleted as Exchange will
no longer be prescribing who should sit in the
committee but rather the skill and experience of
members as in the revised Rule 606.2(1).

_ — - Comment [B134]: This rule will be moved to,
and incorporated into, the Procedures Manual.

_ — - Comment [B135]: This rule is moved to, and
incorporated into Rule 606.4(3).

_ — -1 Comment [B136]: This rule is moved from
here, and incorporated into Rule 606.4(1).

_ — - Comment [B137]: This rule is incorporated as
Rule 606.4(2).

_ — - Comment [B138]: This rule is incorporated as
Rule 606.4(4).

606.2 Composition of Audit Committee
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— = Comment [B139]: Amended to reflect the

estabhshed—whe&he#a{—ﬁhe Partlmpatlng Organlsatlon er—G#eu-p—level—shaH—must ensure that principle in relation to the composition

members of the audlt committee comprlse ef—Qersons who are at—least—th#ee—@)—membe#& WEEIETERLS @i € AU CRmmliiEs end {ie
competency of the members of the Audit
Committee.

mdependent competent have no confllct of mterest in the dlscharqe of thelr functlons as
members of the audit committee and collectively have the relevant skills and experience in

the following areas:
a accounting;

(b) trading;

(c) operations;

(d) compliance;

(e) auditing; and

(e) financial reporting.

- 7| Comment [B140]: Deleted as covered under
the revised Rule 606.3(1).

,,,,,,,, Participating _Organisation _must _ clearly - { comment [B141]: Amended to clarify the
identify the areas in the business of Participating Organisation that must be covered for the areas of internal audit functions that a PO must
purpose of discharging its internal audit functions under these Rules. These areas must at the cover, which should also include credit control
minimum include the following: and risk management.

€) to-appraise-the performance of the management of the Participating Organisation;

(b) to-appraise-the efficiency and effectiveness of communication between personnel and
supervisors;

(c) to-ensure-maintenance-of clearly presented-and-comprehensive-written policies and
procedures that-appropriately-on allocateion of responsibilities and duties and clear
lines of reporting_and on credit control and risk management;

(d) to-ensure-the-adequacy of employee training policies and procedures;

(e) to-ensure-the-efficiency and effectiveness of policies and procedures in relation to
credit control and risk management;

® to-review-therelevancereliabilityand-integrity-ef-financial and operational information

generated and the means used to identify, measure, classify and report such
information;

(9) to-ensure-the—adequacy-of-its-internal controls and procedures that are specifically

designed to detect and/or prevent violations;
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(h)

to-ensure-the—adeguaey-of-ts-information system and other information technology-

related matters;

(0] to-appraise—and-evaluate-all operational aspects of the Participating Organisation’s
business; and
(i) to-ensure-and-aseertain-that-the financial and accounting records and reports of the

Participating Organisation contain accurate, reliable, timely, complete and relevant
information and are prepared in compliance with approved accounting standards. ;

(@)

(3)

assessment undertaken by the Participating Organisation in the areas covered under Rule

606.3(1).

A Participating Organisation_must, in relation to the risk assessment undertaken by it, ensure

(@)

the following:

(a) formulate a clear written risk assessment methodology to be adopted when assessing

the risks in the areas covered under Rule 606.3(1);

(b) the risk assessment results of the above areas must be clearly identified and

documented

Upon completion of the internal_audit, a Participating Organisation_must prepare_a written

47

report on the findings of the internal audit and table the report to the audit committee. The

written report must contain recommendations or corrective actions to be taken, if any.

uncovered in the course of the internal audit that may affect the Participating Organisation’s
financial position or its operations, arereperted-to the bBoard of dDirectors and management

immediately., so-as-to-ensure-prompt corrective-actions-are-taken.

29 December, 2010

under Rule 606.1(1)(a).

y B ‘[Comment [B142]: Deleted as this is covered }

g - - ‘[Comment [B143]: This rule is moved to and }

incorporated as Rule 606.3(5).

-
Comment [B144]: Deleted as the Exchange
is entitled under Chapter 2 to request for any
documents, as and when necessary, from the

L PO. This includes annual audit plan of a PO.

p
Comment [B145]: Introduced to clarify that
the scope of the annual audit may be
determined by the PO based on the risk

| assessment undertaken by the PO.

J L

h
Comment [B146]: Introduced to require the
PO in undertaking the risk assessment, to have
a clear written risk assessment methodology to
assess the risks, and to identify and document

kthe results of the risk assessment.

Comment [B147]: Introduced to require the
PO to prepare and submit the written report of
the findings of the internal audit to the Audit
Committee. Such written report must contain
recommendations or corrective actions to be
taken, if any.

Comment [B148]: The previous Rule
510.2(2)(1) is incorporated here and amended
due to plain language drafting.
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RULES6106.34 REPORTINGAuUdIit Committee

Participating Organisation_amongst others the audit report,—its course action and/or any

Comment [B149]: This rule is moved from the
previous Rule 510.1(7) to here as it is part of
the reporting requirements of a PO in relation to
internal audit functions.

= ‘[Comment [B150]: Deleted as this is covered }

under Rule 606.1(3).

language drafting.

,,,,,,,,,,,,,,,,,,,,,,,,,,,,, == ‘[Comment [B151]: Amended due to plain }

corrective measures taken, to address any non compliance or irregularities stated in the audit
report,

lndA Participating Organisation must submit a copy of the minutes of each meeting of the

audit committee and a copy of the audit report including its course action or any corrective

measures taken, to address any non compliance or irreqularities stated in the audit reporf _ - -

each-of the-aferesaid-to the Exchange within thirty(30) days from the date the minutes were
adopted by and the audit report was presented to, _the bBoard of dDirectors c_)f the

Participating Organisation.-ersuch-otherperiod-as-preseribed-by-the-Exchange-from-time-to
time.

committee shallmust report to the bBoard of dDirectors of the Participating Organisation on > _

any matters set out under Rule 56206.1(1) relating to the Participating Organisation.-{i-any)- AN

[The rest of this page is intentionally left blank]
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-
Comment [B152]: The requirements to
submit a copy of an audit report and report on
the corrective actions are (which are part of the
previous rule 510.3(2)) are incorporated here.
The requirement to submit a copy of the
minutes of the Audit Committee meeting is
incorporated here from the previous rule
510.1(6) and combined with the requirement for
submission of a copy of an audit report and

| report on the corrective actions.

Comment [B153]: The previous Rule
510.1(8) is incorporated here as it is relevant to
| this rule 606.4.

Comment [B154]: This rule is deleted as this
would be covered under a more general
provision in Rule 501 and Rule 604.1 which
states that the board of directors of the PO and
the PO shall be ultimately accountable for all

| matters under the Rules.

J

b 2
Comment [B155]: This provision is deleted as
the rules on Audit Committee is principle based,

| as such is applicable to IBs.
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RULE 531607 PERFORMANCE OF SUPERVISORY FUNCTIONS, RISK MANAGEMENT
COMMITTEE AND AUDIT COMMITTEE AT GROUP LEVEL

RULE 5111 607.1 Performance of Supervisory Functions

(@) A Partlupatlng Organlsatlon may be—pemqmed—te— have its Sugerwsory Functions undertaken

Party as may  be permltted

pursuant teunder the Gwdellnes on Superwsory Functlons —and—prewded—ﬁurther—that—rt—rs—m

and eensequently—any breach by the Participating Organlsatlons of the Guidelines on
Supervisory Functions shall-beis deemed-to-bela breach of these Rules.

its Hsk—managemem—eemmmeeeandler its—the audit committee functions—established_—er
undertaken—at the Group LeveI —prevrded—lf it obtams the prior wmten—approval of the
Exchange—and y

all prOV|S|ons set out in

Qrgamsaheh%—be—estab%hed—e#undertakemar—ereup—kexy—the—
paragraph-3-of-the Guidelines on Supervisory Functions shallare egqually-applicabley te-and
be-binding on the Participating Organisation with the following modifications:

() all references to ‘supervisory functions' in |paragraph—3—of the Guidelines on _

Supervisory Functions shallare for the purposes of this Rule be read to include the
risk management and audit committee functions-and-the-audit-committee-functions;
and

(b) all references to ‘market intermediary’ and ‘dealer in paragraph-3-offthe Guidelines

on Supervisory Functions shallare be read to include the Participating Organisation
herein.

eemnm%tee#uneﬂeﬂ&ak@rea{ﬁ:eve\l a Partrcrpatlnq Orqanlsatlon shaumust comply with the

appllcatlon procedures set out in paragraph—?—e#the Gurdellnes on Supervrsory Functions
dina on with the

foIIowrng modrflcatlons

49 29 December, 2010

L

s

o

Comment [B156]: Amended due to plain
language drafting.

Comment [B157]: Deleted as the same is
governed under the SC’s guidelines on
Performance of Supervisory Functions at Group
Level for Capital Market Intermediaries, hence
PO are required to comply with the same.

Comment [B158]: Amended due to plain
language drafting.

Comment [B159]: Amended due to plain
language drafting.

.

Comment [B160]: This rule is deleted as it is
not necessary since the Exchange already has
the power under Chapter 2 to issue any rules,
directives, rulings and guidelines to the POs.

Comment [B161]: Amended to clarify that the
PO may have the relevant committee for risk
management and the Audit Committee
established or undertaken at the group
company level, if it obtains the prior approval of
the Exchange.

Comment [B162]: Amended due to plain
language drafting.

Comment [B163]: Deleted to avoid
inconsistency with the changes made, in the
future, if any, to the Guidelines on Supervisory
Functions issued by the SC.

Comment [B164]: Deleted to avoid
inconsistency with the changes made, in the
future, if any, to the Guidelines on Supervisory
Functions issued by the SC.

Comment [B165]: Amended due to plain
language drafting.
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(a) all references to ‘dealers’, 'market intermediary’ in paragraph7-of the Guidelines on__ _ - { comment [B166]: Deleted to avoid

Supervisory Functions shalt fer—the—purpeses—of-this—Rule—be—read—to—include a inconsistency with the changes made, in the
icinati icati H in- future, if any, to the Guidelines on Supervisory
Participating Organisation stipulated herein; and Functions issued by the SC.

(b) all refe_renceg to _‘supervisory functions’ in }paFagFaph—?—ef—mei Qyiggl[ng§ _0N__ _ - - Comment [B167]: Deleted to avoid
Supervisory Functions shall-for-the—purpeses—of-this—Rule be—read—te-include the inconsistency with the changes made, in the
committee for risk management cemmittee—funetions—and the audit committee ~_ | future, if any, to the Guidelines on Supervisory
functions « | Functions issued by the SC.

- N

Comment [B168]: Deleted due to plain
language drafting.

RULE-561107.3]nvestment Bank

(1) The provisions in Rule 563107- 2 are not applicable to an Investment Bank. pad-are

— - 7| Comment [B169]: This provision on the
application of the Guidelines on IBs issued by
BN and SC is reflected and generalised under
Rule 102.4.

[The rest of this page is intentionally left blank]
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_ - - 71 Comment [B170]: This rule is deleted to
provide greater independence and flexibility to
POs to manage their business.

[The rest of this page is intentionally left blank]
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_ - -1 Comment [B171]: This rule is moved to
Chapter 12 on maintenance of financial records
in line with consolidating similar requirements
under one rule to avoid repeating similar
requirements under various rules.

[The rest of this page is intentionally left blank]
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— - 7| Comment [B172]: This rule is moved to
Chapter 14 in relation to the Exchange’s power
to inspect in line with consolidating similar
requirements under one rule to avoid repeating
similar requirements under various rules.

[End of Chapter]
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Deleted as these requirements are governed by SC and contained in the SC’s Guidelines on the Establishment and Location of a
Branch Office by Universal Brokers and Eligible Non-Universal Brokers, Guidelines on Investment Bank and Policy Framework on
the Consolidation of the Stockbroking Industry.
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—CHAPTER 76 DEALINGS IN SECURITIES

RULE 6701 DEALINGS IN SECURITIES ON-THE-MARKET

RULE 6701.1 GENERALGeneral

o

Comment [B1]: This rule is moved to and
incorporated into the new Rule 701.3(1).

1

Comment [B2]: This rule is moved to and
incorporated into the new Rule 701.3(2).

Comment [B3]: Deleted as this rule is
unnecessary since only DRs who have been
issued with a CMSRL for dealing in securities
may deal in securities.

Comment [B4]: This rule is moved to, and
incorporated as the new Rule 701.4.

\

Comment [B5]: This rule is moved to, and
incorporated as the new Rule 701.4.

(Y

p
Comment [B6]: Deleted as this is micro

kand monitoring compliance.

managing the PO. The responsibility of the PO,
its directors and the Head of Compliance in
ensuring and monitoring compliance of the rules
have been clearly set in Rules 307.1, 502.1 and
604. The PO, board of directors and the Head
of Compliance will have to come up with
suitable procedures and processes in ensuring

501.4.
L

Comment [B7]: Deleted as there is a
requirement for a PO to keep records to
evidence compliance with these rules i.e. Rule

Comment [B8]: Deleted as this would be
covered under the proposed all encompassing
rule on internal controls and policies and
procedures of a PO in respect of its activities in
Chapter 5. Taping of conversation is now in a
new rule ie Rule 701.4.

\

\
AR

Comment [B9]: This provision is moved to
and incorporated as Rule 701.4(3).

. ; : .

isin Rule 504.1.

|
I

Comment [B11]: This rule is moved to, and

J
Comment [B10]: Deleted as this requirement }
incorporated as the new Rule 701.5(1). }

1 29 December, 2010
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Transactions and Direct Business tTransactlons whether transacted in Board Lots or

Odd Lots.-efthe-Participating-Organisations:

securities on the stock market of the Exchange must be through an access pomt
approved by the Exchange.

approval of the Exchange_—

(a) establish or permit the establishment of any form of electronic system capable
of routing orders directly from its elientClients into SCOREATS-or-any-other

partof the ATS;
(b) connect er-cause-to-be-connected-to -

0] the ATS or any part thereofof the ATS, (whether-directly or indirectly)
any device, equipment or facilities for any purpose whatseever; or

(ii) any device, equipment or facilities which have been approved by the
Exchange to be connected to the ATS or any part thereof of the ATS,
any additional device, equipment or facilities.

(5)

A Partlcmatlnq Orqamsatlon must_not carry out any transactions in_Securities on

Exehange—‘FhleAll Records mamtamed by the Exchange in relatlon to anv trades or

any matters entered or reflected in the ATS will-hewever-prevail-ever-al-otherrecords;
as evidence of the truth of the matter over all other Records maintained by the
Participating Organisation.al-contracts-matched-in-the-ATS:

6701.2 Quotation and trading in securities
(&N All_Securities admitted for_quotation on the stock market of the Exchange will be _
traded based on the following conditions:
(@ on board(s) and classification as determined by the Exchange;
(b) in the currency in which the securities is quoted in;
(c) in both Board Lots and Odd Lots;
(d) FDSS as stipulated under Schedule 3; and
(e) on “ex-entitlement basis” (ex dividend, ex bonus, ex interest, ex rights issue,
ex all, ex offer) one (1) clear market day before the last date for lodgement or
such other period determined by the Exchange.
2 29 December, 2010

-| Comment [B12]: This rule is amended to
reflect the scope of this Chapter 7 i.e.that it is
applicable to both on-market transactions and
DBTs. On market transactions is defined to
include on market married transactions.

7| Comment [B13]: Rule 601.2(2) is moved here
in line with the new structure of the rules in
Chapter 7.

-1 Comment [B14]: Rule 601.2(1) is moved here
as it relates to the general principle in relation to
trading in securities on the stock market. This
rule is also amended due to plain language
drafting.

-1 Comment [B15]: Rule 601.9(1) ) is moved
here as it relates to the general principle in
relation to trading in securities on the stock
market. This rule is also amended due to plain
language drafting.

here from the Members’ Circular no 333 of

Comment [B16]: This rule is incorporated
1986 on resumption of Ready Basis Contracts.

Comment [B17]: Rule 601.10 is incorporated
here and amended to clarify the principle that
records maintained by the Exchange in relation
to ATS will prevail as evidence of the truth of
the matter over all other records maintained by
the PO.

Comment [B18]: Inserted to provide for the
general conditions of which dealings in
securities are carried out.

—
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(2 __ A Participating Organisation who intends to buy or sell Securities that are traded on __ -
the stock market of the Exchange whether for the Participating Organisation’s own
account or for Client, must execute the transaction:

(@ as either On-Market Transaction or Direct Business Transaction;
(b) on a Ready Basis; and
(c) through ATS only.

3) The delivery_and settlement of Securities arising from_On-Market Transaction_and
Direct Business Transaction will be in accordance with the requirements of the
Clearing House by way of book entries in the Securities Account.

(4) Fed—@dd—l:e%s—be#e;e—A&A A Participating Organisation_can only sell Securities in Odd

Securities are
designated as ‘free’ balance in the €BS-Securities Account of the seller_maintained
with the Participating Organisation prior to the entry of the order into the ATS.: when
the order is entered

RULE 6701.13 GENERALACcting as principal

()

@

A Participating Organisations shall, inrespeet-of-al-transactions_is deemed to act as a
principal for all orders and trades entered and executed in the ATS {whether_the

orders or trades were entered en-their-for the Participating Organisation’s own account

or for the accounts of thelr el+emCI|ents)

A Participating Organisation, i shallmust not
deal_trade in securities as a pnnC|paI as defined in Section 97(2) of the Capital
Markets and SerV|ces Act Wlth a el+emCI|ent Wlthout S0 |nf0rm|ng the el+emCI|ent Ihe

Parnmpatmg Organlsatlon icipati isation’
clients._must not allow a Dealer's Representative who undertakes proprietary trading

for the Participating Organisation to also deal for the Participating Organisation’s
clientClients.

(2]  No-Cemmissioned-A Participating Organisation may allow a Dealer's Representative
shallwho undertakes proprietary trading en-behalf-offor the Participating Organisation
to undertake trade for any—entity within the Participating Organisation’'s Related
Corporation except for Proprietary Day Traders.

3) A Participating Organisation must have an audio recording of the conversations of
Dealer's Representatives who conduct proprietary trading for the Participating
Organisation.

701.5 Trading accounts

@ A Participating Organisation dealing-in-securities-whether-as-principal-or-agent-may;
can only open and operate the following types of trading accounts: subject—to

3 29 December, 2010

Comment [B19]: To clearly set out the types
of trades allowed on the stock market.

Comment [B20]: Inserted to clarify that in
relation to on market transactions, the delivery
and settlement of this transaction will be in
accordance with the requirement of the Clearing
House Rules by way of book entries in the CDS
Account.

Comment [B21]: This was previously in Rule
701.3(2)(c). This rule is moved here and is
amended due to plain language drafting.

7

Comment [B22]: The clearing and settlement
provision is deleted as the same should be
reflected in the Rules of the Clearing House.

Comment [B23]: Rule 601.1(5) is
incorporated here as it relates to proprietary
trading and amended to impose an obligation
on the POs to ensure that its DR who undertake
proprietary trading for the PO does not
undertake trading for the PO’s clients. Similarly,
this requirement is also imposed on a DR.

Comment [B24]: This Rule 601.1(4) is
incorporated here and amended to allow the DR
to undertake proprietary trading for any entity
within the PO’s Related Corporations.
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- = ‘[Comment [B25]: Previously rule 601.1(10)(a). ]

(ba)
pProprietary tradingAccount in the name of the Participating Organisation;
(eb)__uitil ithi icipati isati
facilitating-eClient’s tradingaccount in the name of the respective Client:; and
(@]

- ing- as-aAuthorised ANominees_account in the name of
the Participating Organisation or its wholly owned nominee companys;.

_ — - Comment [B26]: Deleted as the Exchange
already has the power to do so under Chapter

2.

== Comment [B27]: Deleted as this requirement
is not applicable.

POs do not take advantage of an obvious

— — — 7 Comment [B28]: This is to ensure that the
situation of an error or mistake.

(1) Participating Organisations and Dealer's Representatives must not intentionally take

advantage of a situation which arises as a result of a result of a breakdown,
malfunction or error in the ATS (committed by the Exchange or by other Participating
Organisations) or in any other systems, service or facility of the Exchange (“Systems
Malfunction or Error”);

(2) A Participating Organisation who encounters a Systems Malfunction or Error must
immediately notify the Exchange; and

3) Additionally, a Participating Organisation must take any necessary and appropriate
action to mitigate any potential losses arising from the Systems Malfunction or Error
immediately after the Participating Organisation knew or should have known that there
is a Systems Malfunction or Error; and

New rule inserted under Rule 801.8(3)

- - ‘{Comment [B29]: This provision is deleted.

_ -1 Comment [B30]: These rules on cancellation
of contract are moved to and consolidated in
Chapter 8, consistent with the consolidation of
all rules on on-market transaction specifically in
Chapter 8.

4 29 December, 2010
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_ — - 7| Comment [B31]: This rule is moved to and
incorporated into Chapter 8.

5 29 December, 2010
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29 December, 2010

{ Comment [B34]: Deleted in light of the

Comment [B32]: This rule is deleted. A new
rule on amendments is inserted in Chapter 8.
| See Rule 801.8(4)

7 3
Comment [B33]: This rule is deleted as there
is already a provision in Chapter 5 for the PO to
have in place adequate internal controls and

procedures to achieve compliance with the
rules.
{

U

proposed all encompassing rule on internal
controls and policies and procedures of a PO in
L Chapter 5.

U

N

Comment [B35]: Deleted as there will be a
general rule to state that PO must keep proper
records to evidence compliance with the rules in
L Chapter 5.

J

N
Comment [B36]: This rule is deleted as there

is already a provision in Chapter 5 for the PO to

have in place adequate internal controls and

L procedures to achieve compliance with the rules J

e <

Comment [B37]: Deleted as the rules already
permit the PO to amend the contract under
certain specific circumstances. If the PO does
not comply with the rules, the PO would be in
breach of the rules. As such, the rule on abuse
L is redundant.

J
e <
Comment [B38]: This rule is deleted . New
rule on amendments inserted in Chapter 8. See

| Rule 801.8(4).

J
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_ — - 7| Comment [B39]: This rule is moved to and
incorporated into Chapter 8.

_ — — 7| Comment [B40]: Deleted in line with the
proposal to do away with Immediate Basis
Contracts. The term “Immediate Basis
Contracts” is deleted as the same is not used.
Immediate Basis Contracts were introduced
when the delivery and settlement cycle was
T+7. No contracts are currently traded based on
immediate basis and as such there is no utility
_in maintaining Immediate Basis Contracts.

p
t _ _ - -] Comment [B41]: Deleted as this matter
should be left to the PO and clients to settle.
Also, the provision on the responsibility of the
PO to make good for the losses is stating the
obvious in circumstances where the mistake
| was not due to the client's fault.

_ — — 7 Comment [B42]: This rule is moved to and
incorporated into Chapter 8.

_ — — | Comment [B43]: This rule is moved to and
incorporated into Chapter 8.

_ — — 7| Comment [B44]: This rule is moved to and
incorporated into Chapter 8.

_ — - | Comment [B45]: This rule is moved to and
incorporated into Chapter 8.

_ — - | Comment [B46]: This rule is moved to and
incorporated into Chapter 8.

_ - | Comment [B47]: This rule is moved to and
1 incorporated into Chapter 8.

7 29 December, 2010
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Comment [B48]: Deleted. We are proposing
that all other activities other than trading in
securities on the stock market of the Exchange
be incorporated under the Permitted Activities
Policy issued by SC. Consequently,

R/R 8 of 2004 and R/R 9 of 2002 on private
placement of unquoted new issue of securities
is to be incorporated under the Permitted
Activities Policy issued by SC.

Comment [B49]: Deleted as “approved
market place” is no longer applicable pursuant
to deletion of the same under the amendments
to LR in relation to cross border listings issued
on 9/4/07.

The rule on 'recognised stock exchange ‘is
moved to Rule 701.9.

Comment [B50]: Deleted. We are proposing
that all other activities other than trading in
securities on the stock market of the Exchange
be incorporated under the Permitted Activities
Policy issued by SC.

Comment [B51]: Deleted. We are proposing
that all other activities other than trading in
securities on the stock market of the Exchange
be incorporated under the Permitted Activities
Policy issued by SC.

Comment [B52]: This rule is deleted,
consistent with the deletion of its sub rules
previously.

RULE6701.76_——HIEN-ON-SECURIHESLien on Securities

Organisation by a Client for any-purchase of any sSecurities, by-a-client; have a lien

PO may have a lien on the client’s securities if
the client agrees.

_ A Participating Organisation may,_-in-respeet-of for monies owing to the Participating __ - W Comment [B53]: Amended to clarify that a

on aII other sSecurltles fe#the%me%emg%taﬂdmg%ﬁ&ereﬁ%eﬁaeee&m%s—@ﬂelﬁdmg

and—mam&mnedAAH&h—the—RaFﬁeWrg—@rgﬁusaﬂen—byheld in the Securmes Account of
the eClient maintained with the Participating Organisation, if the Client agrees to the

29 December, 2010
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Comment [B54]: This rule is deleted as this is
a matter that should be agreed to by Clients in
the agreement.

(2) The requirement for Client's agreement as stipulated in Rule 701.7(1) are not
applicable in circumstances stipulated in Rule 701.7(3).

Comment [B55]: This rule is deleted as this is
a matter to be addressed in the agreement with
Clients.

_ - - 7| Comment [B56]: We have reflected the
principle under Rule 701.7(3).

(3) Pursuant to section 35(3) of the Securities Industry (Central Depositories) Act, al,/ Comment [B57]: Amended to give effect to
Participating Organisation has a lien over Securities purchased by a Client which has PO’s statutory lien under Section 35(3) of the
not been paid. SICDA.

incorporated into Chapter 5.

W ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, - ‘[Comment [B58]: This rule is moved to and }

— — 7| Comment [B59]: This rule is moved to and
incorporated into Chapter 5.

9 29 December, 2010
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RULE 6701.8 REPORHNGOFTRADEDISPUTEReporting of trade dispute

)

701.9

A Partmlpatlng Organlsatlons shaumust immediately report to the Exchange all trade
dlsputes

valueuer—habm%yuef—nggHAalays&anmMm—(nvolvmg RMl OOO OOO) or more
(whether the amount is a single or an aggregated amount)wlanng%eﬁeened—se
reported. [Such report must contain details of the trade dispute, the amount in question
and the parties theretoinvolved in the dispute.

Recognised Stock Exchange

(1)

A Participating Organisation may trade on a Recognised Stock Exchange whether for

RULE-603:2701.10

@)

10

the Participating Organisation’s proprietary position or the Clients’

or creation of other market

No Participating Organisation shall in any manner deal with or create any other market
for transactions in sSecurities or interests in sSecurities other than the stock market of
the Exchange.

29 December, 2010

Dealing with

-| Comment [B60]: This provision is previously
part of Rule 601.8(3) and is incorporated here to
clarify the minimum information that should be
contained in the report.

Comment [B61]: Deleted in line with the
proposal on the board of directors of the PO and
the PO being ultimately accountable for all
matters under the Rules. As such the contents
of all reports will be taken as good and
submitted by the PO itself.

Comment [B62]: In line with our proposal to
revoke POs’ Circular R/R 18 of 1997 (which
sets out the prescribed format for reporting of
trade disputes) and providing POs the flexibility
to determine the format for such reporting, we
are proposing to delete the first sentence of
sub-rule 601.8(3). Consequently, POs would be
free to send us their reports in any form they
deem fit so long as the report contains the

. details required by us in rule 701.8(1).

\ {Comment [B63]: This provision is moved to }

" [ :and incorporated into Rule 701.8(1).

Comment [B64]: Deleted as this is stating the
obvious.

= [Comment [B65]: Previously Rule 603.2 ]

Rule 701.9

= {Comment [B66]: This is provided for under }
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(32) A Participating Organisation shatt-must not permit dealings in Ssecurities whether for
the Part|C|pat|nq Organisation’s own account or a Client by-a-client-if thappamemaﬂng

dealings is
intended-to-facilitates the-dealings -in Ssecurities or interest in Ssecurities outside the

stock market of the Exchange_unless expressly permitted by the Exchange.-er-outside
crebeedn s d s be m L S el

[The rest of this page is intentionally left blank]
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RULE 6702  OFF-BALANCE SHEET TRANSACTIONS
RULE 6702A.1 INVESTMENTBANKSInvestment Banks

1) All provisions in this Rule 6702 er-Off-Balance-SheetFransactions-shal-netdo not-be
applicable—apply to Participating Organisation that is an Investment Bank.

Reqw#emen%s—shaﬂ—be#eemed—t&be—paﬁ—ef—meseﬂuleﬂ 777777777777777777 _ _ - { comment [B67]: This provision is moved to
and incorporated in Chapter 2 as a general
provision.

RUEE@QH-—W 7777777777777777777777777777777777777777 _ — - 7| Comment [B68]: These definitions have been
moved to Chapter 1, in line with the
ool Forthe-purpeses-of-this-Rule-602 consolidation of definitions to Chapter 1.

PULE 27022 iR e e o BEC e e O L O DL e S e
TFRANSACHONSRecords of Off-Balance Sheet Transactions

Every Participating Organisation sha#lmust maintain a—register—to— rRecord_al-O#- _ _ { comment [B69]: Amended to reflect clearly
j the objective of this rule i.e that PO must
maintain record of the off-balance sheet
transactions that explains the explains the
transactions entered by the PO.

_ — - | Comment [B70]: This rule is moved to and
incorporated into PO Manual.

_ —— | Comment [B71]: This rule is moved to and
incorporated into PO Manual.

12 29 December, 2010
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. _ — — | Comment [B72]: This rule is moved to and
incorporated into PO Manual.

_ — — | Comment [B73]: This rule is moved to and
incorporated into PO Manual.

_ — — 7| Comment [B74]: This rule is moved to and
incorporated into PO Manual.

_ _ -~ — | Comment [B75]: This rule is moved to and
incorporated into PO Manual.

_ — - Comment [B76]: Deleted in line with
consolidating similar requirements under one
rule (relating to internal controls and policies
and procedures of a PO in respect of its
activities) in Chapter 5.

_ — - Comment [B77]: This rule is moved to, and

procedures to be maintained by a PO.

incorporated into PO Manual on the policies and

13 29 December, 2010
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_ - - 7| Comment [B78]: Deleted as the Exchange
already has the general power to request for
information or documents from the POs in
Chapter 2.

RULE 6702.43 REPORHNG-OF OFF-BALANCE-SHEET FRANSACHON(S)Reporting of

Off-Balance Sheet Transactions

|(1)L o waa[tppatmg Orgamsatlons shalimust lodge with the Exchange a - -{ comment [B79]: Amended due to plain
monthly report in the form provided in Appendix 2, report-and-declare-to-the-Exchange language drafting.
on—a—moenthly-basis-by not later than the WS‘“} market day of the immediately

following every-month in respect of the following_matters:-

_ — — 7| Comment [B80]: Amended due to plain
language drafting.

Sheet Transactlonés) has-been-entered into by a Participating Organlsatlon
during the preceding month;

Comment [B81]: Amended due to plain
language drafting.

Q#gamsaﬁen—m—that—p%eeedmg—men&h—and—performed and#or dlscharged by the
Participating Organisation in-the-same-during the preceding monthy;

- -| Comment [B82]: Amended due to plain
unde#Reﬂe—@QZ—%}whlch remain to be performed and/or discharged asat language drafting.
thelast-day-of-during the preceding month;

} _ — - | Comment [B83]: Amended due to plain
language drafting.

terms and conditions of the Off-Balance Sheet Transaction{s} specified in simplify the requirements as reflected in Rule

‘(e)L any changes_;—amendments,—~variations—or—s == W Comment [B84]: Amended to merge and ‘
Rule 6702.3(1)(a), (b) and (c):. 702.3 (1)(a)due to plain language drafting.

_ — — 7 Comment [B85]: Deleted as the same is
provided in Rule 702.3(1).

_ - - Comment [B86]: Deleted as the respective
heads will be responsible for matters under their
purview and charge. As such, if the reports
relates to matters under the head’s purview, that
head will be responsible. Who signs the report
is just a formality and should be left to the PO to
decide.

14 29 December, 2010
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_ — - 7| Comment [B87]: Deleted as it is redundant
since it is governed under LR.

_ — - 7| Comment [B88]: Deleted as it is redundant
since it is governed under LR.

_ — — | Comment [B89]: Moved and amended in
Rule 701.10

[The rest of this page is intentionally left blank]
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RULE 67043 DESIGNATED SECURITIES

RULE 67043.1 BESIGNATED-SECURITHESDesignated Securities

)

@

©)

16

(a) may;-upen-netification-to-the-Commission_where it is of the opinion that it is

desirable to do so to maintain an orderly and fair market and after notifying the
Commission of its intention to do so, declare any listed-sSecurities as-to be
“Designated Securities"—if—in—its—opinion—there—has—been—manipulation—or
e*eesswe—speeelaﬂen—en—sueh—hs&ed—seeuﬁﬂes for such period as the
Exchange thinks fit;

O#}etal—l:ist as “Designated Securltles" for such period directed by the
Commission; andfor

and shall-make that declaration known to the public in such manner as the Exchange
may decides.

For-so-long—as—the-declaration—remains—in—force;—tThe Exchange may impose the
following any conditions on the dealings of the Designated Securities,—ineluding-the
following-conditions:

(@) a margin of cover for purchases en-all-dealings—+elating-to-such-Designated
ities;

. . . ; ins:

(b2)  c—rommeien—sa—dlmrdinedndan Doslopoind Soenddoe e o Petelonding
Organisation-to-the-extent-that-the outstanding contracts of thata Participating
Organisation inrespect-of-for the Designated Securities at any one time do not
exceed five—per—cent{(5%) of the paid-up capital of the Issuer of the

Designated Securities whese—securities—have—been—so—designated-or such
other percentage as the Exchange may from time to time direct;

() a prohibition on any sale of the Designated Securities unless the seller
delivers the Designhated Securities to the Participating Organisation at the time
of entering into the contract sale;

(ed) prohibition of the use of mMargin fFinancing ferto purchase transactions-ofthe
Designated Securities;

(e) any other conditions deem fit by the Exchange.

Any condition er—cenditions imposed by the Exchange under this—-Rule 604-shall
703.1(2) apply, whenever-applicablel—to all outstanding contracts entered into before

or after the date when such sSecurities were declared as "Designated Securities" as
from the date of such declaration.

29 December, 2010

_ - — 7| Comment [B90]: Deleted due to plain
language drafting. The word ‘listed’ is deleted
as ‘Securities’ has been defined to mean those
listed and quoted on the Exchange.

_ — — 7 Comment [B91]: Amended due to plain
language drafting.

which the counter can be designated is already

Comment [B92]: Deleted as the period for
captured under (a) and (b).

_ — — | Comment [B93]: Amended due to plain
language drafting.

_ — -7 Comment [B94]: Deleted due to plain
language drafting.

_ — — 7| Comment [B95]: This Rule is deleted as
under Rule 703.1 the period for designation will
be as determined by the Exchange or the
Commission.
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[The rest of this page is intentionally left blank]

29 December, 2010

Comment [B96]: This rule is deleted as the
Exchange already has the general power to
request for information from the POs.

Comment [B97]: This rule is deleted as it is
understood that if the PO failed to give the
information to the Exchange upon request, such
failure is a breach of the rules.
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RULE 67045 CORNER
RULE67054.1 BECLARATION Declaration

@

The Exchange may declare a corner situation in any sSecurities (“the Affected
Securities”) in the following circumstances:-

control of a sSecurities and that the same cannot be obtained for delivery

1

Comment [B98]: Amended due to plain
language drafting.

except at prlces and on terms dictated by such |nterest or groud or-it-is

(b)

Comment [B99]: This requirement is
incorporated into (b) below.

(bc) whereas directed by the Commission.

@

Upon such declaration, the Exchange

asitdeems fit; including the followingmay i impose the following conditions: -

Comment [B100]: This rule is introduced to
empower the Exchange to declare a corner
situation when it is desirable in the interested of
an orderly and fair market. This is to facilitate
the exchange in taking actions in a corner
situation where it does not fall under rule
704.1(a) and (c).

(@

to postpone the time for delivery of the Affected Securities to such time as

Comment [B101]: Amended due to plain
language drafting.

(b)

Comment [B102]: Deleted due to plain
language drafting.

(©

Comment [B103]: Deleted due to plain
language drafting.

Comment [B104]: Amended due to plain
language drafting.

. Jo A

(0] in the case of a seller who contracted to sell to the buyer at the price
lower than the fair settlement price, by the seller to the buyer, of the
difference between the fair settlement price and the eContract price;
(ii) in the case of a seller who contracted to sell at a higher price than the
fair settlement price, by the buyer to the seller, of the difference
between the eContract price and the fair settlement price;

(iii) in the case of a buyer who contracted to buy from the seller at a price
higher than the fair settlement price, by the buyer to the seller, of the
difference between the contract price and the fair settlement price;

(iv) in the case of a buyer who contracted to buy from the seller at a price
lower than the fair settlement price, by the seller to the buyer, of the
difference between the fair settlement price and the contract price.

(€8

by the Exchange and _inaceerdance

mm—Reue—éng—and—shaH—be is binding and conclusive on all parties to any

I

Comment [B105]: Amended due to plain
language drafting.

outstanding contract.-dealings-in-the-Affected-Securities:

1

Comment [B106]: Deleted as covered under
Rule 704.1(3).

)

Comment [B107]: Deleted as the calculation
of fair settlement price should be left to the
exchange. The exchange is bound to exercise
its powers in good faith and with reasonable
care and diligence. Where the circumstances
warrant, the Exchange will hear the views of the
relevant parties.

18 29 December, 2010
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RULE 67065 ISLAMIC STOCKBROKING ACTIVITIES

RUL
E67065.1 APPROVAL-OFTHEEXCHANGEApproval of the Exchange

1) A Participating Organisation must obtain prior approval of the Exchange before

carrying out any trading activities based on Islamic Shariah principles.

(2) The Exchange may grant approval after consulting the Commission.

[The rest of this page is intentionally left blank]
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/—‘1

Comment [B108]: Amended due to plain
language drafting.
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Comment [B109]: The entire Rule 607 is
deleted as there is a provision in Chapter 2
which empowers the Exchange to take any
further actions pursuant to a decision or action
taken by the Exchange, SC, Clearing House or
Depository on POs or listed issuer (such as
designation of listed issuer under PN4,
conversion exercise and etc).

Comment [B110]: Deleted as there will be a
provision in Chapter 2 which empowers the
Exchange to request for information from POs.

Comment [B111]: Deleted as it is understood
that any failure to provide for such information
as requested by the Exchange or comply with
the conditions prescribed by the Exchange will
constitute a breach of the rules.
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RULE 67086 SECURITIES BORROWING AND LENDING

RULE

67086.1 DEFINIHONSDefinitions

@

For the purposes of this Rule 67086:-

Clearing House Requirements means—tThe requirements of the Clearing House
as contained in the Clearing House Rules and any
other document{s} by whatever name ealled-as

i } in relation to

securities borrowing andfor lending;

Effective Shareholders’ Funds shall have the same meaning assigned to that
expression under Rule-1105 1301.2(1);

Eligible Securities means-sSuch securities as may be prescribed by
the Clearing House from time to time as being
eligible for securities borrowing and/+or lending in
accordance with the Clearing House
Requirements;

hHaircut means-tThe deduction of certain amount of value
of the collateral referred to in Rule §7086.7;

ilncome means—aAny interest, dividends or other
distribution of any kind whatsoever with respect to
any Eligible Securities;

Internal-Guidelinesfor reans—written—guidelines—formulated— by
SoeEos Deprenn e ual Patticipating—Organisations—setting—out—the
Lending Participating— Organisations’—internal— policies,

Has the same meaning assigned to that

SBL Negotiated Transaction expression in the Clearing House Rules

sSecurities bBorrowing and/or

ILending means-tThe borrowing and/or lending of Eligible

Securities as described in Rule 67086.2(1).

RULE67086.2 GENERALGeneral

22

borrowing and/or ILending_of Securities:-of Eligible-Securities-:

(a) if permitted by the Clearing House;

(b) for Eligible Securities only; and
() in accordance with the Clearing House Requirements and this Rule 6§7086.

29 December, 2010
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Comment [B112]: Amended due to plain
language drafting.
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Participating Organisation
may only undertake the-Securities bBorrowing or Lendlng olany-Eligible-Seeurities
whether for the Participating Organisation itself or its elientClient is-only-permitted-for
purposes allowed by the Clearing House.

borrowing made in breach of Rule 67086.2(2), such sale shall-beis deemed to be a
Short Sale WhICh is not executed in accordance Wlth these Rules. sak-:em%ereaekeef

executed-between-theParticipating—Organisation-and-with its elientClient in
respect of the Securities bBorrowing or iLending mentioned-herein-and the
terms of the written agreement complies with Rule 67086.6. This provision is
not applicable where the sSecurities bBorrowing and/or iLending is a SBL
Negotiated Transaction;

(b) that collateral is lodged in accordance with Rule 67086.7. This provision is not
applicable where the sSecurities bBorrowing andfor iLending is a SBL
Negotiated Transaction;

67086.8 is “are utilised for Iendlng, the utilisation thereof-shall-beis subject to
Rule 6087706.8;

(d)| _ _ that whereif Custodial Securities of a_Custodial Client as defined in Rule

67086.9 isare utilised for lending, the utilisation thereof-shall-beis subject to
Rule 67086.9; and

(e) that a copy of the Risk Disclosure Statement prescribed under Appendix 51 is
given to and acknowledged by its elientClient prior to the execution of any
written agreement for borrowing by the elientClient of Eligible Securities.

RULE67086.3_INFERNAL-GUIDELINES-AND-SYSTEMSInternal Guidelines and ——

M

@

23

—Systems
-

and/or lending-Lending activities shalimust formulate Wa set of internal
itstnternal-Gguidelines for Securities Borrowing or and-Lending_as stipulated

_ - -7 Comment [B113]: Deleted due to plain
language drafting.

_ — - | Comment [B114]: Amended or deleted due to
plain language drafting.

_ — - | Comment [B115]: Amended or deleted due to
plain language drafting.

Comment [B116]: Amended or deleted due to
plain language drafting.

_ -~ — 7 Comment [B117]: Amended due to plain
language drafting.

_ — - | Comment [B118]: Amended due to plain
language drafting.

the internal guidelines are set out in the

— - | Comment [B119]: The areas to be covered in
directives. See Directives 500-001.

by the Exchange -the-contents-of which-shall-include-the-areas-set-out-under

Every Participating Organisation shalimust establish, implement and maintain the
following:

29 December, 2010

— - | Comment [B120]: The requirement to
disseminate to the relevant employees is in
Rule 501.7. We are deleting the requirement
for the guidelines to be approved by the board
of directors as this would be left to the POs to
decide. As the board is accountable for all
compliance matters under the Rules it would be
up to the board to put in place the relevant
procedures and processes.
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(a) systems and infrastructure including but-netlimited-te-back office systems and
infrastructure, which are operative and have all the relevant functionalities,
requirements and controls in place for the carrying out of sSecurities
bBorrowing andfor iLending in accordance with Rule 60686706; and

(b) all the policies, procedures, controls and all other requirements set out in the
finternal Gguidelines for Securities Borrowing or and-Lending.

RULE 67086.4

AGI—N-m%Commencement of Securltles Borrowing or _Lending

Activities

_ — - 7| Comment [B121]: Amended due to plain
language drafting.

shallismay only be—permitted—te—commence with-its sSecurltles bBorrowmg andfor
ILending activities when-if it complies with the following requirements-are-complied

with:
(@) the Participating Organisation shal-hasve Effective Shareholders’ Funds of - {Comment [B122]: Amended due to plain }
not less than nggtt—Mataysta—F#ty—Man—(RMSO 000 ,000) (or—such—other language drafting.
g ime) as at the
date of the declaratlon in Rule 57086 4(1)(d) and shall continues to maintain
the same for as long as it is carrying out sSecurities bBorrowing andfor
iLending activities;
(b). _ the Participating Organisation has established_internally iterral-Gguidelines - { comment [B123]: Amended to clarify that the
for Securities Borrowing and Lending as stipulated-required in Rule 67086.3:; PO must establish internally a guidelines for
Securities Borrowing and Lending as required
L L . . Rule 706.
(c) the Participating Organisation has in place systems and infrastructure under Rule 706

including but not limited to back office systems and infrastructure, which are
operative and have all the relevant functionalities, requirements and controls
in place for the carrying out of sSecurities bBorrowing andfor ILending
activities in accordance with Rule 67086 and the Clearing House
Requirements; and

(d) subject to Rule 67086.5, the Participating Organisation has submitted a
written declaration in the-a form preseribed-in-Appendix-10-to-prescribed by
the Exchange of its compliance with Rules 67086.4(1)(a), 67086.4(1)(b) and
67086.4(1)(c) at least two—{2) market days prior to the commencement of its
sSecurities bBorrowing and/or ILending activities.

RULE 67086.5- INSPECTHON-AND/OR-AUDITBY-THE EXCHANGE:
Inspection or Audit by the Exchange

1) without prejudice to any other powers conferred on the Exchange in these Rules _ - ‘[Comment [B124]: Amended due to plain
pertaining to the conduct of inspection ard/or audit on a Participating Organisation, the language drafting.
Exchange may at any time and/or from-time-te-time-prior to or after the receipt of the
declaration in Rule 67086.4(1)(d) undertake an inspection and/or audit on the
Participating Organisation’s compliance with the requirements stipulated under Rules
67086.4(1)(a), 67086.4(1)(b) and 67086.4(1)(c), in the manner determined by the

Exchange.

2 In determining compliance with Rule 67086.4(1)(c), the following shal apply:

(@) the Exchange shall-beis entitled to require the Participating Organisation to
provide a confirmation as-and-in-the-manner-determined-by-the-Exchange;-that

adequate verification and assessment has been carried out to ensure that its
systems and infrastructure includesing-but-not-limited-te back office systems
and infrastructure, are operative and have all the relevant functionalities,

24 29 December, 2010
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requirements and controls in place for the carrying out of sSecurities
bBorrowing and/or iLending in accordance with Rule 67086 and the Clearing
House Requirements; and

(b) the Exchange shall-beis entitled to rely on the confirmation provided by the
Participating Organisation hereinin aceerdanece-with-Rule £§706.5(2)(a).

_ — - 7| Comment [B125]: Amended due to plain
language drafting.

the Participating Organisation by-the-Exehange-prior to the commencement of any

inspection and/or audit referred to under Rule 67086.5(1).

(4). __ Wherelf a notice under Rule 67086.5(3) has been issued to a Participating - {Commem [B126]: Amended due to plain }
Organisation whichthat has yet to submit the declaration under Rule 67086.4(1)(d) or language drafting.
has submitted the declaration under Rule 67086.4(1)(d) but has yet to commence with
its sSecurities bBorrowing and/or iLending activities, the Participating Organisation
shallmust not commence with its sSecurities bBorrowing and/or iLending activities until

the following has been complied with:

(a) the inspection andfor audit referred to in Rule 67086.5(1) has been completed;

(b) the corrective andfor preventive measures and actions referred to in Rules
67086.5(5) and 67086.5(6) (if any) have been duly carried out and completed
by the Participating Organisation; and

(c) the submission of the confirmation (if applicable) and the declaration referred
to in Rule 67086.5(6).

Participating Organisation in writing of the findings of the inspection andfor audit which
shall include but—netlimited—to—findings of any non compliances with Rules
67086.4(1)(a), 67086.4(1)(b) and 67086.4(1)(c) and the corrective and/or preventive
measures and actions (if any) to be taken by the Participating Organisation for the
purpose of complying with above Rules. The Exchange may, pending the carrying out
and completion of the corrective and/or preventive measures and actions (if any) by a
Participating Organisation other than the Participating Organisation referred to in Rule
67086.5(4), suspend the carrying out of any further sSecurities bBorrowing andfor
iLending by the Participating Organisation until the corrective andfor preventive
measures and actions (if any) are carried out and completed by the Participating
Organisation.

(). . Upon completion of the inspection and/or audit, the Exchange shahwill notify the - ‘[CommErlt [B127]: Amended due to plain
language drafting.

67086.5(5) have been duly carried out and completed, the Participating Organisation
shallmust confirm in writing to the Exchange of the same. In relation to a Participating
Organisation referred to in Rule 67086.5(4) which has yet to submit the declaration
under Rule 67086.(1)(d), the Participating Organisation shalimust together with the
confirmation mentioned herein submit the declaration stipulated under Rule
67086.4(1)(d).

(6) Wherelf the corrective andfor preventive measures and actions referred to in Rule - ‘[Comment [B128]: Amended due to plain
language drafting.

for any non compliances of these Rules found pursuant to the inspection and/or audit
referred to under Rule 67086.5(1), notwithstanding that a Participating Organisation
may have duly carried out and completed the corrective and/or preventive measures
and actions referred to in Rule 67086.5(5) and 67086.5(6).

(8 The Exchange is not precluded from exercising any of its powers under these Rules - ‘[Comment [B129]: Amended due to plain }
language drafting.

due to the drafting convention for the rules
under the revamp exercise.

RULE 67086.6  MWRITTEN-AGREMENTWritten Agreement| - W Comment [B130]: Amended to small capital ‘
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(1) _ _ A Participating Organisation shali-ensure-must execute that-thea written agreement - - comment [B131]: Amended due to plain
referred to in Rule 67086.2(4)(a) for the sSecurities bBorrowing and/or iLending of language drafting.
Eligible Securities with its Client entered-into—with-its—elient-is—executed-prior to the

borrowing and/or lending of the Eligible Securities.

@ The terms and conditions stipulated in the written agreement between the Participating - ‘[Comment [B132]: Amended due to plain }

~ Organisation and its eClient, with the exception of the fees chargeable or payable in language dratfting.

relation to the sSecurities bBorrowing and/or iLending of-the—Eligible—Securities;
shallmust be at least on equal terms and conditions as the written agreement
executed between the Participating Organisation and the Clearing House in relation to
the sSecurities bBorrowing and/or ILending ef the-Eligible-Securities-and shall-includes
but-netlimited-to-matters specified below:

(@) the party that lends is absolutely entitled to pass full legal and beneficial
ownership of the sSecurities lent free from all liens, charges and
encumbrances;

(b)___subiject to Rule 67086.7, requirement for deposit of collateral, {if any) including " Comment [B133]: Amended due to plain
the management and utilisation of the collateral deposited thereofby the | language drafting.
Client;

(c) treatment of corporate actions and income in relation to any of the Eligible
Securities borrowed or lent and the securities held as collateral;

(d)___rights and obligations of the Participating Organisation and its eClient in. Comment [8134]: Amended due to plain ‘
relation to the Eligible Securities borrowed anédfor lent;  language drafting.

(e) the fees, to be paid for the borrowing and/or lending of the Eligible Securities;

eClient is—are entitled to terminate the agreement entered into for the
borrowing andfor lending of the Eligible Securities; and

( Comment [B135]: Amended due to plain ‘
| language drafting.

(9) the rights and remedies of the parties to the agreement in the event of a
default by the other party of its obligations under the agreement.

3) This Rule is not applicable where the securities borrowing and/or lending is a SBL
Negotiated Transaction.

RULE 67086. 7 COLLATERALCOllateral ] -

Comment [B136]: Amended to small capital
due to the drafting convention for the rules

1) A Participating Organisation sha#imust in relation to any borrowing of Eligible under the revamp exercise.

Securities by a eClient (“the Borrowed Securities”) obtain collateral from the eClientin - ‘[Comment [B137]: Amended due to plain }

accordance with this Rule 67086.7. language drafting.

(2) The Participating Organisation shalmust comply with the following requirements in -

Comment [B138]: Amended due to plain
relation to the collateral required to be deposited by a eClient pursuant to Rule language drafting.

67086.7(1):

(a) the collateral shallmust only be the types of collateral provided in Schedule-8J

Comment [B139]: Amended due to plain ‘
| language drafting. )

particular type of collateral shalimust at least be the same as the rate " Comment [B140]: Refer to Directive 1303 |

prescribed by the Clearing House for that collateral in relation its sSecurities ‘ 001 ‘

bBorrowing and/or ILending activities. In the absence of any hHaircut thereof \

prescribed by the Clearing House, the hHaircut for that collateral shalimust at

least be same as the ‘discounting’ rate provided in Schedule-8J-the Directive

issued by the Exchange for that-type-of-discounting on collateral_pursuant to ‘ Comment [B141]: Refer to Directive 1303- ‘

Capital Adequacy Requirements. For the purposes of this Rule 67086.7, any | 001

reference made to the value of collateral shal-beis taken to mean the value of

the collateral based on the valuation prescribed in Rule 67086.7(2)(d) after

applying the prescribed hHaircut hereinunder this rule;

26 29 December, 2010
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(b) ___the eClient shalimust deposit the collateral prior to the borrowing envisaged in- " cComment [B142]: Amended due to plain
Rule 67086.7(1);  language drafting.
(c)____the value of collateral obtained from the eClient, shalimust be at least one  Comment [B143]: Amended due to plain

105%) or such other percentum as may be  language drafting.

hundred-and five percentum (

determined by the Exchange-from-time-to-time, of the market value of the
Borrowed Securities throughout the period the Borrowed Securities are
borrowed by the eClient; and

( Comment [B144]: Amended due to plain
| language drafting.

eClient for the Borrowed Securities shal-must be marked to market on a daily

basis based on the valuation stipulated in Rule 7636708.2(7) However the
above valuation may be made on an intra day basis in the following
circumstances:

(i) unusually rapid or volatile changes in the value of the sSecurities;

(ii) non-existence of active market for the sSecurities; or

(iii) ___no possibility of immediate liquidation for the sSecurities.

t(3)t o i 105%) Comment [B145]: Amended due to plain
i i language drafting.
the market value of the Borrowed Securities, a Part|C|pat|ng Orgamsatlon shalmust ™~ < comment [B146]: This deletion is because
comply with the following: the Exchange has a general power to vary or
modify the rules under Rule 201.1(2)(b).
@ ‘whereif the collateral falls below one-hundred-and-five Comment [B147]: Amended due to plain
Participating Organisation shalimust issue a notice to the eClient to lodge  language drafting.

additional collateral in order to top up the short fall. Pending such topping up,
the eClient shalimust not be permitted to borrow any additional sSecurities;
and

qu, ~ Whereif the value of the collateral falls below ene—hundred—and—twe- " Comment [B148]: Amended due to plain

centum{102%), the Participating Organisation shalmust issue a notice to the  language drafting.

eClient for the return of the sSecurities borrowed within three(3) market days
from the date of the notice. In the event the eClient fails to return the
sSecurities borrowed, the Participating Organisation shallmust liquidate the
collateral. The proceeds from the liquidation shalimust be utilised to purchase
the relevant sSecurities for the purpose of returning the sSecurities borrowed
to the Clearing House.

in relation to the Borrowed Securities, provided that the value of any collateral

(4) LA Participating Organisation may allow a eClient to withdraw any collateral deposited _ _ - {Comment [B149]: Amended due to plain
language drafting.

remalnlng after the Wlthdrawal herem is at least en&huﬂdred%nd%&per—eeﬂtum

_ — -1 Comment [B150]: This deletion is because
the Exchange has a general power to vary or
modify the rules under Rule 201.1(2)(b).

deposited by a egllent W|th the Participating Organisation ismust be kept in the ~~ ~ | Comment [B151]: Amended due to plain
following manner: language drafting.

(a) for collateral other than cash, the collateral is segregated, not co-mingled with
the assets of the Participating Organisation and other collateral deposited by
other elientClients and can be clearly identified as that of the eClient;

_ - — ] Comment [B152]: Amended due to plain
language drafting

the—cash deposited can be cIearIy identified from its records as that of the

eClient; and

27 29 December, 2010



Chapter 776 — FradingDealing in Securities

the collateral is held in a separate €BS-Securities Account specifically for the
eClient.

A Participating Organisation may only utilise the collateral deposited by its eClient for
the purpose of providing the collateral required by the Clearing House for the
borrowing made or to be made for the eClient.

67086.7 except Rule 67086.7(8) is-incorperated-into the written agreement referred to
in Rule 67086.6.

basis, in respect of all of its elientClients whose collateral has fallen below ene
hundred-and-two-per-centum—{102%) of the market value of the Borrowed Securities
for the week, in the format as may be prescribed by the Exchange-frem-time-to-time,
on the first-market-day-(1*) market day of the following week.

67086.7 for whatseeverany reason save-and-except as permitted in Rule 67086.7(6).

This Rule is not applicable where the sSecurities bBorrowing ané/or iLending is a SBL
Negotiated Transaction.

RULE 67086.8 SECURITESIN-MARGIN-ACCOUNTSecurities in Margin Account

28

aAccount of a eClient (“Margin Securities”), for the purpose of carrying out lending
activities permitted under the Clearing House Requirements subject to the following
requirements:

(@ A written agreement referred to in Rule 67086.6 shal-beis executed between

the Participating Organisation and the eClient (in this Rule, “Margin Account
Client”) to borrow the Margin Securities from the Margin Account Client.

(b) A Margin Account Client shal_must at all times be entitied to deal with his_
mMargin aAccount in the ordinary manner as provided for under the terms of
the margin agreement entered into between him—the Client and the

Participating Organisation, notwithstanding:

(0] that Margin Securities carried in the mMargin aAccount is used for
purposes of sSecurities bBorrowing and/or iLending; and

(ii) any shortfall or gains arising from sSecurities bBorrowing and/or
ILending transactions involving the Margin Securities of the Margin
Account Client.

by the Participating Organisation on that eClient's Margin Securities from the
above sSecurities bBorrowing and/or iLending on such terms as to be
mutually agreed between the Participating Organisation and that eClient,
notwithstanding that the sSecurities bBorrowing and/or iLending for which his
the Client's Margin Securities have been utilised has resulted in any shortfall
or gain.

(d) A Participating Organisation must allow a Margin Account Client; shall_give
i icipadti isation-to for-anyeach withdrawal
or sale-sell ef-the Margin Securities borrowed; if reasonable notice is given to
the Participating Organisation for such withdrawal or sale and such notice to

29 December, 2010

_ - - 7| Comment [B153]: Amended due to plain
language drafting.

— - 7| Comment [B154]: Amended due to plain
language drafting.

_ — - | Comment [B155]: Amended due to plain
language drafting.

_ — - | Comment [B156]: Amended due to plain
language drafting.

— - 7| Comment [B157]: Amended due to plain
language drafting.

_ — - | Comment [B158]: Amended due to plain
language drafting.

_ — - | Comment [B159]: Amended due to plain
language drafting.

_ — - | Comment [B160]: Amended due to plain
language drafting.
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be given within a specified time as mutually agreed between the Participating
Organisation and the Margin Account Client.

(e) Notwithstanding that the Margin Securities are borrowed by the Participating - { comment [8161]: Amended due to plain
Organisation, the Participating Organisation shalimust comply stricth-with all language drafting.
the requirements of Rule 7036708,

Comment [B162]: Amended due to plain
® The Participating Organisation shalimust not utilise more than fiftyperecent language drafting.
{50%j of the value, at the time of lending, of the Margin Securities in any
eClient's margin account.

(9 The| Participating Organisation shall must issue a monthly statement to Margin _ _ - { comment [B163]: Amended due to plain
Account Client containing all necessary details in relation to the borrowing language drafting.
including the quantity of Margin Securities utilised and the fees earned
thereon.
(2).__ A Participating Organisation shai—ensure—thatmust_incorporate the requirements - - comment [8164]: Amended due to plain
stipulated in Rule-76086.8(1)(b) are-incorperated-into the written agreement referred to language drafting.

in Rule 67086.6.

RULE 67086.9 SECURIHES HELDIN-CUSTODBY-Securities In Custody

custody (‘Custodial Securities”) for its elientClients (“Custodial Clients” and singly,
“Custodial Client”) for purposes of carrying out lending activities as permitted under
the Clearing House Requirements provided that the Participating Organisation
executes a written agreement as referred to in Rule 67086.6 is-executed-between the
Participating Organisation and the Custodial Client to borrow the Custodial Securities
from the Custodial Client.

[(1);& Participating Organisation may borrow Eligible Securities which are held in its _ - {cOmmem [B165]: Amended due to plain }
language drafting.

2. A Participating Organisation shafimust be, at all times, fair, equitable and transparent __ - { comment [B166]: Amended due to plain
ensure-thatin the process of selecting the custodial accounts to be utilised for the language drafting.
purposes of sSecurities bBorrowing and— or iLending.—is fair—equitable—and
transparent.

RULE 67086.10 DESIGNATED-CDS-ACCOUNTSDesignated Account

(2) A Participating Organisation must holdshall—ensure—that— all Eligible Securities
borrowed and/or lent pursuant to sSecurities bBorrowing and/or ILending are-held-in
the €BS-Securities Account(s) prescribed in the Clearing House Requirements and in
no other €BS-Securities Account(s).

2) Where the Eligible Securities borrowed are held in a €BS—Securities aAccount
maintained in the name of a Participating Organisation in the Participating
Organisation’s capacity as aAuthorised ANominee or eExempt aAuthorised ANominee,
the Participating Organisation can only hold the Eligible Securities in that €BS
Securities aAccount for a maximum period of three 3 days from the date the Eligible
Securities is credited into the €BS-Securities aAccount.

Comment [B167]: Deleted as the Head of
Compliance is suppose to report any breaches
of the Rules in monthly compliance report
pursuant to Rule 307.
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meeting y the Participating Organisation’s delivery obllgatlons pursuant to a sale trade
erroneously executed by the Participating Organisation, the Participating Organisation
shall-must submit to the Exchange a report of all Eligible Securities borrowed for the
above purpose on a weekly basis, in the format and manner as may be prescribed by
the Exchange from time to time, on the first-{1st) market day of the following week.

67086.1211 ACHONBY THEEXCHANGEActions By the Exchange

30

the following circumstances take any of the actions enumerated under Rule

67086.1211(2) | automatically against any or all

Participating Organisations_or_the —registered—personsRegistered Person(s) and ~~<

clientClients-and/or in relation to any or all Eligible Securities:

61086 and/or-Rule-704-and/or Rule-305A; or

(b)  whereif the sSecurities bBorrowing and/or iLending activities may-lead-orlikely

to lead to the commission of any of the offences under the Capital Markets
and Services Act.

in relation to any “or aII Ellglble Securities andfor against any or all Partlmpatlng
Organisations_or —registered—persensRegistered Person(s)and—clentClients—in—the

manner-and-for the period determined by the Exchange:

(@) suspension and/—or cessation of further sSecurities bBorrowing and/or

iLending of Eligible Securities by the Participating Organisation andfor

registered—personsReqistered Person(s) whether for itself-the Participating
Organisation or any or all of its elientClients;

(b) imposition of limits on the total number or the type of Eligible Securities that
may be borrowed or lent by the Participating Organisation and/or registered
personsRegistered Person(s) whether for itself or any or all of its elientClients
or by any or all of its elientClients; or

(c) imposition of restriction or conditions on the sSecurities bBorrowing and/or
iLending activities carried out by the Participating Organisation and/or
registered-persoensRegistered Person(s) whether for itself or any or all of its
elientClients or by any or all of its elientClients.

29 December, 2010

- -| Comment [B168]: Amended due to plain
language drafting

_ — - | Comment [B169]: Deleted since the power to

take actions and the manner the actions are
taken are already provided generally in Chapter
2.

take actions and the manner the actions are

Comment [B170]: Deleted since the power to
taken should be consistent.

‘ Comment [B171]: Amended due to plain ‘
L language drafting.

‘ Comment [B172]: Amended due to plain ‘
L language drafting.

language drafting.

i - ‘[Comment [B173]: Amended due to plain }

( Comment [B174]: Amended due to plain )
language drafting.
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_ — - | Comment [B175]: Deleted as this rule is
incorporated in Rule 201.6

_ -~ - Comment [B176]: Deleted as this rule is
incorporated in Rule 201.2

_ —— | Comment [B177]: Deleted as this rule is
incorporate in Rule 201.2

[The rest of this page is intentionally left blank]
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RULE 702707 TRANSACTIONS — BY — EMPLOYEES,  COMMISSIONED — DEALER'S
REPRESENTATVES —ANDDIRECTORSTransactions By Employees,
Commissioned Dealer’'s Representatives and Directors

707.1 Opening of Trading Account

empleyed—er—eagaged—A Partlcu)atlnq Orqanlsatlon must not open a tradlnq account to \
trade in Securities for employees, Dealer’'s Representatives or Executive Directors of '
another Participating Organisation. \

2 Restrictions:i—_No employee, or-Commissioned-Dealer's Representative_or Executive \
Director —-may open a trading account_to trade in Securities other than with the

Participating Organisation by whom he is employed or engaged.

W Participating Organisation must require the Participating Organisation’s emplovees

(3)

Dealer's Representatives and Executive Directors to trade in Securities through the
Participating Organisation.

707.2 _Approval

@ €) A Participating Organisation Nemay businesstransact in Securities shall-be

transacted-by-a-Participating-Organisation-on account of its-the Participating
Organisation’s_employees, or Commissioned Dealer's Representatives and
Directors except-with-theif a prior and-separate-written econsentapproval is

issued for each transaction from—a—director—of—the—by the Participatin e
Organlsatlon . —provided-always-that-no-such-consent-shall @e—g-%n—uﬂlesséf p’

/

For purposes of this Rule 707 2 a dlrectors
account will include all accounts within the director’s control. |

(b) Such—eonsent_A Participating Organisation can only issue approval as
stipulated in Rule 707.2(1)(a)shall-given-unless_the-director if the Participating
Organisation is satisfied that the said-transaction does not in-any-way conflict
with the interests of the Patrticipating Organisation’s elienptClients.
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-| Comment [B178]: Amended to clarify that PO

cannot open an account for other POs’ CDRs,
EDs, PDTs and employees to trade in securities
on the stock market of the Exchange, as CDRs,
EDs, PDTs and employees of other POs can
only trade in securities on the stock market of
the Exchange with the PO whom the CDRs,
EDs, PDTs and employees are employed or

. engaged with.

Comment [B179]: Renumbered to 707.1(2)
for a better flow of the rule.

)

Comment [B180]: This is to ensure that the
PO puts in the relevant policies, processes and
controls in place to ensure that the employees

| trade through the PO only.

Comment [B181]: Deleted as the substance
of the rule is provided in Rule 707.2(1) and
707.3(2).

Comment [B182]: This requirement is broken
up from sub rule (a) and become sub rule (b) for
clarity.

Comment [B183]: Deleted in line with
consolidating similar requirements under one
rule (relating to internal controls and policies
and procedures of a PO in respect of its
activities) in chapter 5. This will also avoid
repeating similar requirements under various
rules.

“| Comment [B184]: This provision is

introduced to restrict the director from trading in
securities for his own account or for an account
in which he has control or influence unless he
obtains approval of the board of Directors of the
PO or an authorised person.

Comment [B185]: Deleted in line with
consolidating similar requirements under one
rule (relating to internal controls and policies
and procedures of a PO in respect of its
activities) in chapter 5.

“| Comment [B186]: Deleted as there is no

longer the requirement for a director to approve
transaction by employees. It would be up to the
PO to determine the appropriate person within
the PO to approve the transaction.

Comment [B187]: Deleted in line with
consolidating similar requirements under one
rule (relating to internal controls and policies
and procedures of a PO in respect of its
activities) in chapter 5. This will also avoid
repeating similar requirements under various
rules.
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A Participating Organisation must identify and designate Dealer’s Representatives

(52)_ :. Ay 4 y Commissioned—Dealer

who are specifically permitted to undertake transactions in Securities for all its
employees, Directors and Dealer's Representative.

- A designated Dealer’s
Representative can only execute transactions in Securities for employees, Directors or
Dealer's Representatives of a Participating Organisation if approval under Rule

Comment [B188]: Deleted in line with
consolidating similar requirements under one
rule (relating to internal controls and policies
and procedures of a PO in respect of its
activities) in chapter 5. This will also avoid
repeating similar requirements under various
rules.

Comment [B189]: Deleted as there is no
longer the requirement for a director to approve
transaction by employees. As such its left to the
PO to decide. Itis also obvious that the person
authorised by the PO to approve the transaction
cannot be approving his own transaction as this
would be a conflict of interest.

Comment [B190]: This requirement on having
a designated DR to carry out trading for
employees is deleted and replaced with a rule
imposing obligation on the DR to not transact
his own trades. This is to avoid front running.

Comment [B191]: The rule on brokerage is
deleted as the same is already provided in Rule
1101.

707.2(1)(a) is obtained.

3) An employee, Director and Dealer’'s Representatives of a Participating Organisation
can only undertake transactions in Securities through a designated Dealer’s
Representative appointed by the Participating Organisation under Rule 707.3(1).

(4) A designated Dealer's Representative is prohibited from executing trades for his own
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Comment [B192]: Deleted as there will be a
general rule in Chapter 5 which requires the PO
to keep proper records to evidence compliance
of the rules.
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same is incorporated in Rule 707.2(1).

- ‘[Comment [B193]: This rule is deleted as the

1

p
-| Comment [B194]: Deleted as what is

important is that prior written approval is issued
for the transactions, as provided in Rule
707.1(2). The person who is authorised to
approve will be as determined under the PO’s
L internal procedures.

-
-| Comment [B195]: Deleted as there will be a

general rule in Chapter 5 which requires the PO
to keep proper records to evidence compliance
 of the rules.

p
-| Comment [B196]: Deleted as it is not

necessary to disclose the transactions
undertaken to the PO, as PO has issued a prior
written approval for the transaction to be

| undertaken.

Comment [B197]: Deleted as this rule on the
consequences of violation of this Rule 707 will
be covered under Chapter 15 on Disciplinary
Actions.

deletion of the previous rule 601.3.

- - ‘[Comment [B198]: Deleted in line with the

Comment [B199]: Deleted in line with the
principle that the Rules should be confined to
matters relating to trading in securities on the
stock market maintained by the Exchange.
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RULE 7036708 FINANCING

_ - - 7| Comment [B200]: These definitions are
moved to and incorporated in Chapter 1, in line

Equity means—the—sum—of-margin—and-—seeurities—purchased | With the consolidation of the definitions in
and-carried-in-client's margin-account: VENTELS ETERIERS o Cliir 1.
” . , troct G
e
: . iies. ico_of

RULE 763708.21 TYPES-OF FINANCING-ALLOWED-AND-PRE-REQUISITE_Types of
Financing Allowed

8] A Participating Organisation is prohibited from providing financing other than the
following types of financing:-

(@ to Clients, for subscription or purchase of securities as stated under Rule
708.1(2); and

(b) to Related Corporation as stated in Rule 708.4.

(32) j ) 2z € A Par“C'Qat'nQ Orgamsatlons ma%_—enhtcan provide _ _ - { comment [B202]: Amended to state that POs
W y—the can extend any type of financing to clients. We

foIIowmq tvpes of fmancmq to |ts el+emCI|ents for subscnptlon or purchase of have removed the requirement for PO to obtain
securities: fi F f: the approval of the lExchange before extend|_ng

any other types of financing other than margin
financing.

(a) margin financing, subject-to-adherence-to_as provided in this-Rule 763708.2;
e

(b) discretionary financing, as provided in Rule 708.3; and

[(3) any other type of ﬁnanemg financing.

(23) For-the-avoidance-of-doubt; the In this Rule 708, ‘securities’ referred-to-hereinreferto
means—:

35 29 December, 2010
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(ia) the new issue of sSecurities inrespeet of an unlisted company for the purpose
of qualifying the company for official listing on the Exchange; and

(b) the sSecurities issued or to be issued by a company that is listed on the
Exchange.

RULE 703708.32 RURROSE-ANDPERIOBMargin financing

(1) Subject-to-the-provisions-of-this-Rule-703; aA Participating Organisation may extend
mMargin fFinancing to its elientClients for the following purpose —

(a)_ subscnptlon and purchase of bny—new—tssue—ef—secuntles m—Fespeet—ef—an

(eb) redemption of all or any eOQutstanding bBalance in mMargin aAccounts of
chientClients held with other Participating Organisations and/or persons or
entities approved or licensed to provide financing under any written law in
Malaysia and the subsequent transfers of the mMargin aAccounts to the
Participating Organisation.

2)—{Peleted}

(32) A Participating Organisation may extend mMargin fFinancing to its elientClients for the
purpose stipulated under Rule 783708.32(1) for a period of three{3) months only, with
rollover, if necessary.

RULE703:4—LIMIT-OF OUTSTANDING BALANCES

(33) The aggregate eQutstanding bBalances in-the—margin—acceunts—maintained by all
clientClients of a Participating Organisation shalimust not exceed two-hundred-percent
{200%) of the Effective Shareholders’ Funds of the Participating Organisation.

RULE703:5—SINGLE-CLIENTRULE

(34)  Limiteferedit:—The amount of mMargin fFinancing that a Participating Organisation
may extend to any single elientClient shalimust not be more than twenty—per—cent
{20%) of its Effective Shareholders’ Funds.

(25)  Single—client——For the—purposes—of-this Rule 7063708.52(4), 669708.2(5) and
609708.2(6), in computing the total amount of margin financing given to any single
clientClient the term ““single elientClient"” is defined as follows -—

€) Where such single elientClient is an individual, any mMargin fFinancing given
to the individual, spouse of the individual, the partnership of which he is a
partner, any partner of the individual, the spouse of the partner and all the
companies or corporations over which the individual exercises control, shall
be deemed to be mMargin fEinancing extended to a single elientClient. For the
purpese-of-this paragraph (a), an individual is deemed to exercise ““control*”

36 29 December, 2010

Comment [B203]: Deleted as the same is
provided in Rule 708.1(1).

Comment [B204]: As we have defined the
word securities under Rule 708.1(1), it not
necessary to have the words that have been
deleted .

Comment [B205]: This Rule is deleted as we
have defined the word Securities under Rule
708.1(2).
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over a company or corporation if the individual or the individual’s spouse,
severally or jointly —

(0] holds, directly or indirectly, more than fifty—per—cent{50%) of the
shares of the company or corporation;

(ii) has the power to appoint, or cause to be appointed, a majority of the
directors of the company or corporation; or

(iii) has the power to make, or cause to be made, decisions in respect of
the business or administration of the company or corporation, and to
give effect to such decisions, or cause them to be given effect to.

(b) Where such single elientClient is a company or corporation, any mMargin
fFinancing extended to the company or corporation, its rRelated cempany-or
eCorporation and its aAssociated eompanies-Corporation shall-beis deemed
to be mMargin fFinancing extended to a single elientClient.

t _ _ - -] Comment [B206]: This has been defined in
Rule 101.

(36) Ne—A Participating Organisation shallmust not extend mMargin {Financing to the
following persons —

€) any of its dDirectors, employees, —er—Cemmissioned—or Dealer’s
Representatives;

(b) any firm or corporation in which any of its dDirectors, employees_or—or
Cemmissioned Dealer's Representatives is interested-as-a director, partner,
manager, guarantor or agent other than as a stockbroking agent;

_ — — | Comment [B207]: Deleted as this rule is
moved to and merged into Rule 708.2(6)(b).

(cd) any corporation in which any of its dDirectors, employees or Commissioned
Dealer’s Representatives holds shares except —

(i) where none of its eExecutive dDirectors, employees or Commissioned
Dealer's Representatives holds five—per—cent(5%) or more of the
issued share capital of that corporation;

(ii) in—respeet—of any corporation, whether listed or not listed on the
Exchange, where no aNon-eExecutive dDirector of the Participating
Organisation holds, directly or indirectly five-per-cent{5%) or more of
the issued share capital of that corporation;

(iii) in—respeect-of a corporation not listed on the Exchange, where no
nANon-eExecutive dDirector of a Participating Organisations holds
shares in his personal capacity;

(de) any individual to whom any of its dDirectors, employees or Commissioned
Dealer's Representatives has provided a guarantee;

(ef) any person who is prohibited under Section 94(2) of the Capital Markets and
Services Act; and

37 29 December, 2010



Chapter 776 — FradingDealing in Securities

(fg) any other person as may be determined by the Minister with prior written
notice given to all the Participating Organisations.

For the-purpeses-ef-this Rule 7036708.6, the term ““dDirector"”, and-"“employee™” and
“Dealer's Representatives”shall who are Proprietary Day Traders or Salaried Dealer’s

Representatives include the spouse, parent and child thereof.

Participating Organisation must value any collateral that a Client may deposit into the
Clients Margin account and any securities purchased and carried in the Margin
Account in the manner determined by the Exchange.

38 29 December, 2010

Comment [B208]: Amended due to plain
language drafting.

Comment [B209]: This rule will be moved to
and incorporated into the PO Manual, as it
prescribes the specific requirements on the
valuation of the collateral.

Comment [B210]: This rule will be moved to
and incorporated into the PO Manual, as it
prescribes the specific requirements on the
valuation of the collateral.

Comment [B211]: This rule will be moved to
and incorporated into the PO Manual, as it
prescribes the specific requirements on the
valuation of the collateral.

Comment [B212]: Deleted as it is already
deleted previously.

Comment [B213]: This rule will be moved to
and incorporated into the PO Manual, as it
prescribes the specific requirements on the
valuation of the collateral.

Comment [B214]: Deleted as it is already
deleted previously.

Comment [B215]: Deleted as it is already
deleted previously.

Comment [B216]: This rule will be moved to
and incorporated into the PO Manual, as it
prescribes the specific requirements on the
valuation of the collateral.

Comment [B217]: This rule will be moved to
and incorporated into the PO Manual, as it
prescribes the specific requirements on the
valuation of the collateral.
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(38) Reguirement-—A Participating Organisation must enter into a Fhere-shall-be-a-written
agreement icipati isati with its elientClient

Comment [B218]: Deleted in line with
consolidating similar requirements under one
rule (relating to internal controls and policies
and procedures of a PO in respect of its
activities), which will include proper
maintenance of records in Chapter 5. This will
also avoid repeating similar requirements under
various rules.

-
-| Comment [B219]: Deleted as this disclosure
by clients is required in Chapter 5 whether they
are related to the employees or DR.

L

-1 Comment [B220]: Deleted in line with
consolidating similar requirements under one
rule (relating to internal controls and policies
and procedures of a PO in respect of its
activities), which will include proper
maintenance of records in Chapter 5. This will
also avoid repeating similar requirements under
various rules.

for any mMargin aceceuntfFinancing extended to a Client.

-| Comment [B221]: Deleted in line with our
objective to, not prescribe the commercial terms
and arrangements between POs and their
clients in the rules, instead to reflect the
principles to be complied with by the PO as
stipulated in rule 708.2 (9).

incorporated into Rule 708.2(14).

Seeu'ﬂﬂes‘ef‘me‘eha@ete{'sk ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, i - ‘[Comment [B222]: This provision is

(39) A Participating Organisation shalimay net mortgage, pledge, charge, hypothecate or
grant security arrangements over a elientClient’s securities and collateral in the Margin
Account urless-with no obligations on the Participating Organisation to retain in its
possession or control securities of like character if:

0] the aggregate mMark to mMarket (as defined in Rule-31651301.2) value of
the securities and collateral of that elientClient which are mortgaged, pledged,
charged, hypothecated or security arrangements granted shalis not at any
time exceed the eQutstanding bBalance of that elientClient's mMargin
aAccount;and

allowing the Participating Organisation to do so.

39 29 December, 2010

Comment [B223]: Deleted as POs should be
aware of the clauses they need to include in
their margin agreements with their clients in
light of sub-rule 708.2(12) which requires
liquidation of a client’s margin account in the
event the Equity in such client’s margin account
falls below 130% of the Outstanding Balance.

Comment [B224]: This provision is previously
part of Rule 703.9(2)(a), and incorporated and
amended here due to plain language drafting.

Comment [B225]: This provision is previously
Rule 703.9(2)(a), and incorporated and
amended here due to plain language drafting.
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{410)—A Participating Organisation may, subject-to—requirements—stipulated—in—Rule—608,
utilise any Ehg%b%eeunnessecuntles Lre—slebmed el s00 L desosiiecl on

in a eClient-'s mMargin aAccount for the-purpese-ef-sSecurities
bBorrowing and/or ILending as envisagedprovided in Rule 67086.

(212)

(b13)

(314)

(415)

mapgmshaii%esue#&ha{—m&eqw%&not Iess than en&hundwtedﬁfiﬁ%pepeenk(lso%)
equity—of against-of-the eQutstanding bBalance in the Mmargin Aaccount_within 3
market days following the contract date of the purchases of securities.

A Partlmpatlng Organlsatlon shall |mmed|ate|y
request its client to top-up the shortfall so as to bring the equity to not less than ene
hundred-fifty-per-cent{150%) of the eQutstanding bBalance_whenever the Equity in a

1

Comment [B226]: Amended to ensure plain
language drafting.

Client's Margin Account falls below 150% of the Outstanding Balance.

The Participating Organisation shall ensure that the topping-up of the mMargin by
such eClient shall-be-is effected within three{(3) market days following the date of
written notice given by the Participating Organisation. The Participating Organisation
shall not permit any new purchases in the Mmargin Aaccount unless the resulting

eEquity in the account would be not less than ene-hundred-fifty-per-cent{150%) of the

eQutstanding bBalance.

Eqaﬁy—ma;gm—NeA Participating Organisation shall permitmust not allow the
eEquity in any eClient’s mMargin aAccount to fall below ene-hundred-thirty-percent
{130%) of the eQutstanding bBalance.

: Unless the Participating
Organisation has agreed to the elientClient’'s request or proposal under Rule
6708.2(16), the Participating Organisation must carry out the following if the eEquity in
anya eClient’s mMargin aAccount faIIs below eﬂe—hand#ed—thﬁy—pe{—eem—(l?,o%) of
the eQutstanding bBalance, , with-or
without—netice—te—such—¢client—either liquidate histhe Client's mMargm aAccount
including the sSecurities purchased and carried in such account, so that the eEquity is

not less than ene-hundred-fifty-percent{150%;) of the eQutstanding bBalance.;

(316) |A Participating Organisation must not liquidate the Client's Margin Account under Rule

6708.2(15) if the Participating Organisation agreed to the following:

€) a request made in writing by the elientClient not to liquidate his mMargin
aAccount; and

(b) a proposal made by the elientClient in writing to settle the eQutstanding
bBalance upon terms and conditions agreed to by the Participating
Organisation,

in which case, no further mMargin fFinancing shalican be extended to that €Client.

(Z4ALT7)A Participating Organisation may impose a higher eEquity amount than that prescribed

40

in_this Rule in—Rules—70360-109(1),703-10(2),703-10(3)and 703708.102(411)_and
Rule 708.2(14) provided-that if due-prior written notice is given to the elientClient.

29 December, 2010

Comment [B227]: Amended to ensure plain

language drafting.

Comment [B228]: Amended to ensure that
the PO will not liquidate the margin account of
the client if the client and PO have agreed to the
arrangements provided under this rule.
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(4518) (a)Not-to-exceed-credittimit: Ne-A Participating Organisation shallmust not extend
credit facilities to a eClient beyond the approved limit that is set out in the written
agreement between the Participating Organisation and its €Client.

(2619) In assessing whether the credit facilities exceed the approved limit, the Participating
Organisation shallmust include all charges, rollover fees, interest and other charges
incurred by the eClient for which no actual payment has been made by the eClient and
the charges are debited towards the eQutstanding bBalance of the eClient and
financed by the Participating Organisation, until actual payment by the eClient.

(2720) Value-of-equity—For the-purpese-ef-computing the value of eEquity in a mMargin
aAccount, the securities and other collaterals in such account shalmust be valued
based on the valuation determined by the Exchange set-eut in Rule 763708.72(7). _All
transactions done on the same day shallmust be combined on a transaction date basis
and the total cost of purchase or the net proceeds of sale, including any commission
charges, interest expenses and all other related expenses, shallmust be taken into
account for computing mMargin requirements.

(3821) Additional-margin-requirement-and-haireuts:
@) Subﬁeﬁe%ﬂed@%&@(% aA Partlupatmg Organlsatlonssha#ensu#emat

5 on any coIIateraI and securmes purchased and carned in
mMargin accounts in-the-event-ef on the occurrence of any of the following —

(ia) unusually rapid or volatile changes in value of the securities;
(b) non-existence of active market for the securities;

(Hic) 92(1 suspensmn of the securities from

trading on a market_If If the suspension is more than 3 Market Days,
the haircut must be 100%; or

(vd)  no possibility of immediate liquidation for the securities.

1-to-3-marketdays Bdw | .
Mere-than-3-market-days 100%

(4922) Withdrawal: A eClient may only withdraw from his mMargin aAccount sales
proceeds-or-any-part-thereof-in cash and any collateral for the time being deposited

into his mMargin aAccount provided that the value of the eEquity in the said mMargin
aAccount does not fall below ene-hundred-fifty-perecent-{150%;)-of the eOutstanding

bBalance.

41 29 December, 2010

Comment [B229]: Deleted as it is for the POs
to establish its compliance and risk
management programme to achieve
compliance with the rules

Comment [B230]: Deleted to remove the
burden on POs to impose haircuts for such
short periods of time as suspensions for such
short periods of time are normally due to
corporate actions and not because the company
is in ‘distress’. This imposition of haircut would
necessarily mean POs have to revalue the
securities for just three days and this may not
be practical. However the removal of the ‘50%
haircut’ does not mean that the PO is prohibited
from imposing a haircut if it deems fit. The
discretion to impose a haircut and the rate
would, in this instance, vest with the POs.

Comment [B231]: This rule is deleted as the
Exchange already has the general power to
amend or vary any of the rules in Chapter 2.
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_ - — 1 Comment [B232]: This rule is deleted as
there is only Ready Basis and this is reflected in
Rule 701.1.

(22023) Every Participating Organisation shalimust submit-returasnotify the Exchange enof the
mMargin fFinancing extended in+relation-to-margin-accounts to the Clients on a monthly basis
in accordance with the format prescribed in the Appendix 3 not later than the 10™ day of each
month.

_ — - Comment [B233]: Deleted as the POs sends
the information to the Exchange and not BNM.

- — — 7| Comment [B234]: This provision is moved to
and Incorporated into Rule 708.2(23).

Comment [B235]: Incorporated RR22 of 2005
on discretionary financing into this Rule and

1) Notwithstanding Rule 905, a Participating Organisation may allow a buying Client to | amended for simplification of the Rules
effect payment of its outstanding purchase position for an On-Market Transaction
between the T+3 and the T+7 (Discretionary Financing”) if :

708.3 _Discretionary Financing

(&) a Participating Organisation has allowed the Client to open and operate a DF
Account after evaluating the suitability of the Client to be given Discretionary
Financing facility;

(b) the Client is a Retail Client (with or without a Margin Account) and excludes a
person stipulated under Rule 708.2(6);

(c) the terms and conditions for the opening and operation of DF Account are in
writing and the consented to by the Client; and

(d) the Client has notified the Participating Organisation not later than T+3 that
Discretionary Financing is required in relation to the particular On-Market
Transaction and the Participating Organisation accepts the utilisation of
Discretionary Financing for that transaction.

(2) If a Participating Organisation does not receive any notification in accordance with
Rule 708. 3 (1)(d) the Participating Organisation can deem that the timing for payment
of the outstanding purchase position in relation to an On-Market Transaction done on
a Contract Date by a DF Account Holder is in accordance with Rule 905.

(3) A DF Account Holder who utilised the Discretionary Financing must effect settlement
of the outstanding purchase position of an On-Market Transaction not later than 12.30
p.m.on T+7.

(4) If a DFE Account Holder fails to effect settlement of an outstanding purchase position in

relation to an On-Market Transaction as stated in Rule 708. 3(3), the Participating
Organisation must institute a selling out at any time after 12.30 pm on T+7 but not later
than T+8 without giving notice to the Client. However a Participating Organisation may
still accept payment from the Client at any time prior to a selling-out being carried out.

(5) A Participating Organisation may permit a DF Account Holder to sell any Securities
bought on T, at any time after the time of purchase but prior to 12.30 pm on T+7 .
Such sale is deemed to be a sale to close off the purchase position and such close-off
is referred to as “contra”. Accordingly all provisions in 905.2 on contra (except

42 29 December, 2010
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provisions relating to the timing for contra) are applicable to the Participating
Organisation.

A Participating Organisation may charge a DF Account Holder a fee for providing

(7)

Discretionary Financing (“DF Fees”). The rate of DF Fees is on a fully negotiable basis
between the Participating Organisation and the DF Account Holder and the
Participating Organisation can share DF Fees with the Commissioned Dealer's
Representative.

A Participating Organisation must ensure that the back office system of the

708.4

Participating Organisation is capable of identifying all DF Accounts opened and all
Discretionary Financing granted to Clients.

Financing to Related |Corporation|

(1

Subject to any restriction or prohibition under any law, a Participating Organisation

(2)

may extend financing to any related corporation of the Partricipating Organisation for
any purpose if the Participating Organisation has effective implementation of policies
and procedures to control and manage risk exposure when carrying out financing
activities.

The Participating Organisation must ensure that the policies and procedures in Rule

43

708.4(1) must be duly endorsed by the Participating Organisation’s Board of Directors.

End of Chapter

29 December, 2010

Comment [B236]: Inserted in view of the
proposed removal of the Guidelines on Chinese
Walls for Dealers and Future Brokers.
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CHAPTER 87 TRADING

RULE 7801 AUTOMATED TRADING SYSTEM

_ — - | Comment [B1]: These definitions were moved
from Chapter 8 to Chapter 1, in line with the

ATS Operators ATS-Operators-in-relation-to-aParticipating-Organisation; consolidation of the definitions in various
- : ; ! chapters to Chapter 1 .

Traded-Fund
{(a)—tracks-the performanceof -a-market-index—where
) . ) ‘
index:
LowerLimit-Price eans—thelowest price—at-whichthesecurities—can-be
stipulated-by-the- Exchange-
matching interval means the elapse time between two matches.
) ) . : ) .
ane-(e)-
Federal Territory-of Kuala Lumpur:
Reference Price means -

1 29 December, 2010



RULE 7801.21 GENERALGeneral

Chapter 78 — Trading

1) All the provisions in this Chapter are only applicable to eOn-mMarket {Transactions_whether

traded in Board Lots or Odd Lots.-unless-specifically-stated-etherwise:

Comment [B2]: This rule applies to both on-
market and off-market transactions, as such, it
is moved to, and incorporated in Chapter 7
Chapter 7 will contain requirements that are
applicable to on-market and DBTSs.

Comment [B3]: This rule applies to both on-
market and off-market transactions, as such, it
is moved to, and incorporated in Chapter 7 as
contains requirements that are applicable to on-
market and DBTSs.

o ‘[Comment [B4]: This rule is now in Chapter 7. ]

_— — 7| Comment [B5]: Deleted as is addressed in
chapter 7 i.e. in Rule 701.2.

provided in Chapter 7.

KZ‘))—Qdd‘I% ,,,,,,,,, E = ‘{Comment [B6]: Deleted as the same is }
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t _ — - - Comment [B7]: This rule is moved to and
incorporated in Chapter 7.

_ -~ — 7| Comment [B8]: Deleted as this requirement if
applicable should be governed under the LR.

RULE 7801.52 TRADING DAYS, TRADING SESSIONS -AND-TRADING HOURSTrading days,
trading sessions and trading hours

-in_trading sessions,_trading_hours_and

the general power in Chapter 2 to determine as
such.

trading phases as prescribed by the Exchange.

- “ Comment [B9]: Deleted as the Exchange has

> _ — — | Comment [B10]: Deleted as the Exchange
has the general power to do so in Chapter 2.

_ — -1 Comment [B11]: Deleted as will be covered in
the Trading Manual as it is operational in
nature.
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RULE 7801.5B3 FRADING-STATUSTrading status

(1) —Information-on-the Trading-StatusThe Exchange may.-in-the -manner-stipulated-in-Rules
; provide——information-as-to-whether-orders_prescribe when
or-sSecurities—categorised—within—a—group—(“Securities

orders in respect of sSecurltles S
Greup”)-as-preseribed-by-the-Exchange,-may be entered, modified;_and cancelled—matched
and—executed—("the Trading Status”)into—the order beok—in—the AFS..  Participating
Organisations shalimust give effect to the Trading Status.

_ - - 7| Comment [B12]: Deleted as will be covered in
the Trading Manual

. i Y.

=4 7
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RULE 7801.654 ATS-OPERATORS Keying-In of Orders

_
1) A Participating Organisation Ne persen-otherthanmust not allow any person other than ean _ -~ gkc)’"rggt‘igsgﬁﬁﬂ;g[ﬂﬁ:ﬂ%g#ﬂ?ﬁzeﬂ.‘g
“only-allowan ATS Operator_or a DMA Client s-shal to enter erders-into-the- ATS -modify or Operators and DMA Clients to enter, modify or

cancel orders_into the order book in the ATS. | cancel orders into the ATS.

-

— — 7| Comment [B14]: Deleted as this requirement
is governed under the IT requirements of he

L Exchange.

N
— - 7| Comment [B15]: Deleted as this provision is
not necessary. In any event, PO must ensure

{43)——A Participating Organisations shall is selely-be-responsible for the-aceuracy-of-details-ofall that its Person(s) are competent, and have the
orders entered, intomodified or cancelled into the order book in the ATS and-the-modification S jﬁg';“gp%%ﬁﬁg?ﬂ%‘htgp‘;:r’g’ oLt
epeaneeuanenﬂﬁsueh@rde@by their-its ATS Operators_or DMA Clients.- - :

L

— -| Comment [B16]: Deleted as it is up to PO to
monitor its ATS operators

_ — - Comment [B17]: Deleted as there is a
general requirement on registered Person(s) to
comply with the rules and for the POs to be
accountable for compliance of the rules by their
registered Person(s) and employees in Chapter
5.

RULE 7801.765 ORDERSOrders
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(2) General-Terms—and-ConditionsA Participating Organisation and an ATS Operator must
comply with the following for orders entered into ATS:

(@) Order—Particulars:—All orders entered into the order book in the ATS shallmust
contain such particulars or information as may—be—preseribedspecified by the
Exchange-;

(b) Order-Size:-For board lots, Fthe quantity for a single order of sSecurities entered into
the order book in the ATS shalimust not exceed five-thousanrd{5000)-beard-lets_the
amount prescribed by the Exchange;—er—such—other—quantity—of -board—lots—as

(c) Fick-size:—The price of orders entered into the order book in the ATS must be based
on the Tick size or multiples of the Tick size.

(d) Gamer e e e
£ -Any order entered into the order book in the ATS may be modified or cancelled by

{)———the modification or cancellation is prior to the matching of the order
and not with the intention to create a misleading impression of
market activity; —subject-always-to-the-rights-of-the-Exchange-notto
m_a.. ow-for-such-modification-or-canceliatio cireumstances-itdeems

(e) Rule 7801.765 (1)(b)-abeve is not applicable to orders entered into the order book in
the ATS in relation to odd lots; and-

L) On-Market-Married—Transactions: Rule 7801.7_56(1)(d) above is not applicable to
orders entered into the order book in the ATS in relation to an On-Market Married
Transaction,

2) A Participating Organisations and ATS Operators must enter orders into the order book in the
ATS correctly and accurately, particularly in relation to the stock code, price and volume of
the orders.

3) A Participating Organisation must ensure that all trades executed and matched in accordance
with Rule 7801-8 are delivered and settled in accordance with Chapter 8-9 of these Rules.

RULE 7801. 674A TYPES-OFORDERSTypes of orders

29 December, 2010

I

Comment [B18]: Depends on the front end
system, so this is not right for DMA orders.

)

Comment [B19]: This provision on creation of
misleading impression of market activity is
merged into Rule 801.5 (1)(d)(i). As for the
provision in relation to the disciplinary action
that the Exchange may take against the PO, it is
deleted as there is a general power of the
Exchange to undertake disciplinary action
against the PO for breaches of the rules in
Chapter 15.
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- [The types of orders that may be entered by Participating Organisations

into the ATS will be as prescribed by the Exchange] _ _ - 1 Comment [B20]: Types of orders will be
prescribed in the PO’s Trading Manual.

RULE 7801.7B87 VALIBIY-CONDBIFIONValidity condition
@

-The Exchange will prescribe
the duration for which any orders entered into the system remain valid (“Validity Condition”).
The Participating Organisation must specify the Validity Condition when entering any order
into the ATS.

RULE 7801.898 —ORBER-MATCHINGOrder matching

M)

prescribed by the Exchange.

2) Matehing:-All orders entered into the ATS and matched in accordance with the provisions
stipulated in Shapter7Rule 801.8(1) shall-beare deemed executed except in the following
circumstances:-

(a) whereif the matching of the orders results in a breach of the price limits referred to in
Rule 7801.11; and

(b) in any other circumstances preseribedstipulated in these Rules;_or dDirectives. of

(3) A Participating Organisation is deemed to have entered into a firm and binding contract once _ _ - { comment [B21]: Inserted to stipulate the

the orders are matched and executed in ATS in accordance with Rule 801.8(1) (“Contract”). principle that a PO have entered into a firm and

The Contract can only be cancelled in circumstances provided under Rule 801.8(65). binding contract once the orders are matched
and executed in the ATS.
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(a) the amendments are on particulars other than the Securities Account number;

(b) the amendments are not as a result of an error;

(c) the amendments result in a change of the original party who placed the order and for
whom the order was supposed to be executed for, if it is not for the error; and

(d) the amendments are made later than the time determined by the Exchange.

(ba) The Exchange may cancel any eContract executed—in—the—ATS—in the following
circumstances:-

(i) Whereif in the opinion of the Exchange, the eContract executed in the ATS is
in violation of these Rules andor the Securities Laws;

(ii) - j
and-upon an application being-made_by a Participating Organisation to itthe
Exchange in-its-abselute-diseretion-to cancel such a eContract where :-

(aa) both the delivery and settlement relating-to-of such eContract have
not been effected-;; and

(bb)  such-ecancellation-isagreed-te-by-the buying and selling Participating
Organisations and their respective elientClients_agreed to the
cancellation;

(iii) erroneous execution of eContracts in the ATS arising from-:-

(aa) system failure or malfunction in the ATS-; or

(bb) a mistake by the Exchange

in accordance with Rule 601.2A 801.9 below:.

29 December, 2010

N

Comment [B22]: New rule on contract
amendments Rule 601.2(3) is deleted.
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(iv) erroneous execution of eContracts in the ATS arising from a mistake by a
Participating Organisation in entering orders in the ATS as provided in Rule
601-2B 7801.10.

executed inthe ATS maeeerdaneewﬁh%u%@%{b) is irrevocable.

(de) Wherelf a Participating Organisation is not satisfied with the cancellation made

pursuant to Rule 664-2(2}(b)}7801.8(5)(a), the Participating Organisation may apply to
the Exchange for a review of the cancelled-contractcancellation. The application for

review must. be made on the same mMarket dDay of the cancellatlon of the

Exchange may take any action it deems fit arising from the review in Rule 1801
8(5)(c) other than revoking the cancellation done.

__601.2A7801.109 SYSTEM FAILURE OR MALFUNCTION OR MISTAKES BY THE

EXCHANGESystem failure or malfunction or mistakes by the Exchange

For the purpose of this Rule 67801.2A1089 a mistake by the Exchange refers to a mistake in
the entries made by the Exchange in the ATS.

Wherelf a system failure or malfunction in the ATS or a mistake by the Exchange has
resultsed in erroneous execution of eContracts in the ATS, the following will apply:-

€) the Exchange will immediately notify the market of the system failure or malfunction in
the ATS or the mistake by the Exchange-; and

(b) the Exchange may interrupt-orforbid-suspend trading on the ATS or take any other
action the Exchange deems fit.-in-accordance-with-Rule701-5B{2)}(a)7801-43.

The Exchange may cancel the eContracts erroneously executed arising from the system
failure or malfunction in the ATS or a mistake by the Exchange if the Exchange is satisfied
that it is in the interest of an fairand-orderly and fair market.for-the-contract-to-be-cancelled.

The cancellation of the eContracts pursuant to Rule 6017801.2A109 (3) abeve—will be
effected on the same day en-whichthat the system failure or malfunction in the ATS or the
mistake by the_Exchange occurred.

If the Exchange cancels the eContracts pursuant to Rule 6017801.2A 109(3)-abeve:-

€) the Exchange will immediately notify the market of the details of these eContracts and
the reasons for the cancellation; and

(b) where trading has been-interrupted-or-forbidden_suspended, ittrading will be resumed
after the system failure or malfunction in the ATS or the mistake by the Exchange has
been rectified.

7801. 101110 MISTAKES BY THE PARTCIPATING ORGANISATION- Mistakes by the
Participating Organisation

)

@

10

A mistake by a Participating Organisation refers to a mistake

in price of an order for board lot(s) entered into the ATS |

during the main trading phase.

A Participating Organisation may only apply to the Exchange to cancel a eContract executed
arising from a mistake by the Participating Organisation if:-

(a) the price at which the eContract was executed falls outside the No Cancellation Range;

29 December, 2010

Comment [B23]: Amended to clarify that
cancellation of contract is not revoked by
actions taken by the Exchange under the review
process.

Comment [B24]: Rule 601.2(2)(d) is moved
and amended here to clarify that the powers of
the Exchange to review the cancellation does
not prejudice its rights under these Rules and
the law, and that any actions taken by the
Exchange arising from the review would not
include reversing the cancellation done.

-| Comment [B25]: Deleted as with the

introduction of DMA, the keying in is not
restricted to ATS Operator only.
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(b) the Participating Organisation whi
makes the request to the Exchange to cancel the eContract within 15 minutes of the
execution of the eContract; and

(c) Fthe potential Trading Loss if the trade is not cancelled is at least RM10,000.00-;and

{e)(d) _lthe order entered is a limit order.

Once a request has been made to the Exchange to cancel a eContract executed resulting
from a mistake by a Participating Organisation pursuant to Rule 601.2B{2)801.1110 (2), the
following procedures will apply:-

(a) the Exchange will immediately notify the counterparty Participating Organisation of the
eContract of the request; and

(b) the Exchange will immediately notify the market of the request and the details of the
eContract in relation to which the request for cancellation has been made.

The Exchange may cancel the eContract specifically requested by the Participating
Organisation for cancellation and any other eContracts that may have been executed arising
from the erroneous eContract executed by the Participating Organisation if:-

(a) the Exchange is satisfied that it is in the interest of an orderly and fair market for the
eContracts to be cancelled ; and

(b) the relevant Participating Organisation complies with all other requirements that may be
imposed by the Exchange for the cancellation of the eContracts.

The cancellation of eContracts pursuant to Rule 6061.2B7801.1110 (4) will be effected on the
day on which the eContracts were executed.

If the Exchange cancels eContracts pursuant to Rule 664+-2B7801.2110 (5)-abeve:-

(a) the Exchange will immediately notify the counterparty Participating Organisation of its
decision ; and

(b) the Exchange will immediately notify the market of its decision and the details of the
eContracts which will be cancelled.

The Exchange is not precluded from taking action against the Participating Organisation
and/or the ATS Operator for the breach of Rule 7801.765(2) even if although-the eContract
has been cancelled under this Rule.

The Exchange may instead of cancelling the eContract upon a request being made under
Rule 601.2B7801.1110-(2), take any other action it deems fit in lieu of cancellation.

29 December, 2010

_ -~ — | Comment [B26]: This is inserted to clarify that

the application of this rule is only to limit orders.

_ — — | Comment [B27]: This rules has been moved

to chapter 7.
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Y_ _ — - 71 Comment [B28]: Deleted as the Exchange
has the general power in Chapter 2 to do so.

-
Comment [B29]: Deleted as the areas to be
covered for internal audit and audit functions to
be performed by PO are stated in chapter 6.
Under chapter 13, the exchange has the power

L to do surprise audit.

L

=
Comment [B30]: Deleted as the areas to be

covered for internal audit and audit functions to

be performed by PO are covered under chapter

-
=
Comment [831] Deleted as the power to

conduct a surprise system audit on a PO is
| covered under chapter 13.

L

( D)
-| Comment [B32]: Deleted as the requirements
for audits and findings arising from audits are
Lcovered under chapter 6.

-
Comment [B33]: Deleted as a general
principle is incorporated in Chapter 5 which
provides that a PO must have adequate and
effective written policies and procedures and
internal controls to supervise the Participating
Organisation’s business activities and to
achieve compliance with the with these Rules,

| the Directives and Securities Laws.

L

=
Comment [B34]: Deleted as a general
principle is incorporated in Chapter 2 which
provides that the Exchange may impose,
amend, vary, add or modify the terms and
conditions of the approval granted to the PO or
registered persons after the approval was

L granted.

=

L

Comment [B35]: Deleted as there is a
principle in Chapter 5 that states that the
Person(s) of PO must be fit and proper persons
with regard to the position and responsibility that
kthey hold.

J

_ - — | Comment [B36]: This rule is moved to and
amended in chapter 7 as Rule 701.1(6).

RULE7801.321111 TRADING-SAFEGUARDSPrice limits

) T
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(b)

(©

(d)

Chapter 78 — Trading

If a Participating Organisation enters ©orders for board lots entered-at a price above
the Upper Limit Price or below the Lower Limit Price, the orders shallwill not be
accepted by the ATS.

the Upper L|m|t Price or Lower Limit Price, the Exchange ay shaH—speeW—the

lSOiéB%%}(e){MJhe—Exehange—may—mereaﬁeptake any actlon it deems
appropriate.; w d
relevant order.

The Exchange may frem-time-to-time-change the Upper Limit Price and the Lower
Limit Price.-ef seeurities:

Wherelf an Upper Limit Price or Lower Limit Price as-the-case-may-be is reached in a
trading session of a mMarket dDay and is followed by another Upper Limit Price or
Lower Limit Price in the next trading session on the same mMarket éDay or the next
mMarket dDay

as%&easeuma%be the Exchange shathHJmalmwnmay use 4he

the Upper L|m|t Pnce or the Lower Limit Prlce as the case mav be

of the last trading session as the Upper Limit Price or the Lower Limit Price for the
next trading session.-

@

(b)

If a Participating Organisation enters Sorders for e0dd iLots entered-at a price above
the Upper Limit Price or below the Lower Limit Price for bBoard ILots as
preseribedstipulated in Rule 7801.1211-(1)(a), the orders shallwill not be accepted by
the ATS.

In the event a matching of an order for eOdd ILots in the ATS results in a breach of
the Upper Limit Price or Lower L|m|t Pnce the Exchange_may take any actlon |t

(€ If the trading price for bBoard iLots of a particular sSecurities has been maintained at

the said-Last-Dene-Price- Upper Limit Price or the Lower Limit Price pursuant to Rule
7801.11 (1) (d), then-the trading price for eOdd lots of that sSecurities will also be
maintained at the said price Last-Dene—Price for the following trading session or
sessions for such period as specified by the Exchange.

Rules701.8A801.1312 ON-MARKET MARRIED TRANSACTION On-Market Married Transaction

)

13

A Participating Organisation must comply with the following conditions when executing an
On-Market Married Transaction:

(@

(b)

©

(d)

must only allow buy and sell orders from within the same branch of the same
Participating Organisation to be matched;

both the buy and sell orders must be entered into the ATS by the same Dealer’s
Representative:

must only execute the On- Market Marrled Transaction durmq trading phases

Comment [B37]: The details of the possible
action that may be taken will be in the Trading
Manual.

I

Comment [B38]: The details of the possible
action will be in the Trading Manual.

)

specified by the [Exchange

must only enter limit orders for On-Market Married Transaction;

29 December, 2010

Comment [B39]: The details will be in the
Trading Manual since the details of trading

phases are removed from the rules and inserted

into the Trading Manual.
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(e) must not execute the On-Market Married Transaction for Regulated Short Selling-(as
defined-in—Rule—704), Permitted Short Selling (as—defined-in—Rule-301A)-and Day
Trading;

® must not execute the On-Market Married Transaction in eOdd lots; and

(9) may amend and request for the cancellation of the On-Market Married Transaction in

accordance with Rule 761-2801.8

2) Price—Limits_An_On-Market Transaction must be executed within the price limits
determined by the Exchange.

which On-Market Married Transaction will be

. _ — - 7| Comment [B40]: The details of the price at
executed will be in the Trading Manual.

[The rest of this page is intentionally left blank]
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RULE 802 DIRECT MARKET ACCESS ORDER

RULE701A-1802.1 BMA-ORBERDMA Order

)

For the purpose of this Rule 761A802, “DMA Order” means a Direct Market Access order.

RULE701A-2802.2 GENERALGeneral

)

&)

®

A Participating Organisation may provide Direct Market Access if:

(@) the Direct Market Access is effected through a DMA Infrastructure which
complies with the terms stipulated by the Exchange; and

(b) the Direct Market Access is only provided to persons who comply with the
requirements stipulated in Rule 761A802.4.

For the avoidance of doubt, other than the provisions in this Rule 701A802, all other
provisions in these Rules will also apply to Participating Organisations and Registered
Persons when providing Direct Market Access.

Direct Market Access must only be made available for execution of eOn-mMarket
{Transactions and not Direct Business Transactions.

RULE701A-3802.3 BMA-INFRASTRUCTUREDMA Infrastructure

@

@

®

4

®)

A Participating Organisation must send all DMA Orders through the DMA Infrastructure in the
manner determined by the Exchange.

A Participating Organisation must obtain the approval of the Exchange prior to the
establishment of the DMA Infrastructure or effecting any change to the DMA Infrastructure
after the commencement of the operation of the DMA Infrastructure, unless determined
otherwise by the Exchange.

A Participating Organisation must submit to the Exchange at least two—(2) mMarket dDays
prior to the commencement of the operation of the DMA Infrastructure or prior to effecting any
changes to the DMA Infrastructure, a written confirmation that the DMA Infrastructure and all
the requirements in relation to the functionalities, connectivity, operation and security
requirements of the DMA Infrastructure comply with these Rules;—unless—determined
otherwise by the Exchange.

Even if a Participating Organisation has complied with the requirements in Rules
701A802.3(2) and (3) above, it is the responsibility of the Participating Organisation to have
all other controls and measures in place to comply with all the relevant provisions in these
Rules.

A Participating Organisation must-assume-full-respensibility-is at all times responsible for the

use of the DMA Infrastructure.

RULE701A-4802.4 CHENTSClients

()

A Participating Organisation must only make Direct Market Access available to a elientClient

and the persons authorised by the clieniClient to act on behalf of the clieniClient in -~ [ comment [B41]: Deleted as this provisions is

acecordance-with-Rule-404-3(6)(b)-who fulfill the following requirements: now in a directive.
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(a) having knowledge of the process of entering DMA Orders through the DMA
Infrastructure;

(b) having knowledge of the requirements in these Rules in relation to trading on the
Marketstock market of the Exchange ; and

(c) having knowledge of the relevant laws pertaining to trading on the Market-stock
market of the Exchange.

2 A Participating Organisation must execute a written agreement with the elientClients to whom
it—the Participating Organisation intends to provide Direct Market Access to and the
agreement must address the following areas:

(@) the duties, obligations and rights of the Participating Organisation and its-clientClients
in relation to the Direct Market Access; and

(b) the elientClients’ compliance with these Rules.

RULE701A-5802.5 DMA-ORDERSDMA Orders
(2) For the avoidance of doubt, the following Rules are applicable to all DMA Orders:

(@) the Participating Organisation is deemed to be the principal in relation to all trades
effected through Direct Market Access and the Exchange will not recognise the
interest of any third party; and

(b) all DMA Orders are deemed as orders submitted for execution in the ATS by a
Dealer's Representative on behalf of a elientClient.

RULE701A-6802.6 ACHONSBYTFHEEXCHANGE Actions by the Exchange

(2) The Exchange may, at its absolute discretion and without notice automatically take any of the
actions enumerated in Rule 701A802.6(2) where:

(a) there is a breach or likelihood of breach of any provisions in Rule 7861A802; andfor

(b) there is a commission or likelihood of a commission of any of the offences under the
Capital Markets and Services Act.

2) Pursuant to Rule 761A802.6(1), the following actions may be taken by the Exchange:

€) suspend or eease-terminate the provision of Direct Market Access by a Participating
Organisation; and/or

(b) to direct a Participating Organisation to suspend or cease the provision of Direct
Market Access by the Participating Organisation to any one or more of the
clientClients and the persons authorised by the elientClients.

_ -~ — | Comment [B42]: Deleted as this provision is
reflected in Rule 201.6.
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—~1

Comment [B43]: This rule is moved to and
incorporated into chapter 7 i.e. Rule 707).
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RULE703—FINANGING {

Comment [B44]: This rule 703 is moved to
and incorporated into chapter 7 i.e. Rule 708.

RULE703-1—DEFINITIONS

29 December, 2010
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RULE 78043

REGULATED SHORT SELLING

29 December, 2010
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_ - — 7| Comment [B45]: These definitions have been
moved to Chapter 1, in line with the
consolidation of the definitions in various
chapters to Chapter 1.
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RULE 78043.12 GENERALRegulated short selling

(2) A Participating Organlsatlon shaﬂ%e&pemmﬁeﬁe ay execute rReguIated sShort sSelling
provided-thatif the same is carried out in accordance with the provisions in this Rule 78043
and section 98(4)(c) of the Capital Markets and Services Act.

) NeA Participating Organisation shall-beis—permitted—tomust not execute rRegulated sShort
sSelling whereif the eClient of the Participating Organisation or the person on whose behalf
the eClient of the Participating Organisation is executing the rRegulated Short sSelling-fer, is
aAssociated with the body corporate that issued or made available the aApproved
sSecurities. For purposes of Rule 704 thefellowing-interpretation-shall-apphy-to-the-werds
used—herein:-the word ‘eClient’ includes the Participating Organisation where it—the
Participating Organisation is executing fRegulated sShort sSelling for itself;-and

- 7| Comment [B46]: Deleted as already defined
in the definition chapter i.e. Chapter 1

3) Insefar-as-it-is—not-Unless—otherwise—provided-in-this Rule-78043.—aAll other provisions in
these Rules shall apply to rRegulated sShort sSales as if they were normal sales of
sSecurities.

4) For—the—avoidance—of—doubt—tThe following conditionsshall-apply_to rRequlated sShort
sSelling:-

€) rRegulated sShort sSelling shall_can be carried out -only be-_permitted-for aApproved
sSecurities;

(b) the Exchange shall-hagve the discretion to declare from-time-to-time—-any of the
sSecurities that meets the criteria as set out in the definition of aApproved sSecurities

29 29 December, 2010
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in-Rule704-11) as aApproved sSecurities and may, after the declaration, thereafter
declare otherwise,-whereif the aApproved sSecurities no longer meets the criteria as
set out in the definition of aApproved sSecurities in—Rule—704-1(1)}-or in any other
circumstances it deems fit.;

(c) the Exchange may-determine not to declare a sSecurities as aApproved sSecurities
notwithstandingalthough —that-itthe securities fulfils the criteria as set out in the
definition of aApproved sSecurities in-Rule-704-1(1};and

(d) the Exchange may, with the prior approval of the Commission, vary the criteria of
aApproved sSecurities as set out in the definition of aApproved sSecurities in-Rule

- Comment [B47]: This requirement will be
incorporated into Chapter 5 and the PO Manual
in relation to the PO’s requirements to establish
and comply with the policies and procedures in
relation to the activities carried out by the PO

RULE 78043.42COMMENCEMENT—OF REGULATED—SHORT—SELLINGCommencement  of
Regulated Short Selling

(1) Participating Organisation shall-enly-be permittedmay onlyte commence with-its rfRegulated

sShort sSelling activities enly if it complies whenwith the following requirements-are-complied
SR

€) the Participating Organisation has established an-linternal Gguidelines for Regulated
Short Selling as stipulated by the Exchange thatincludes the-areas-set-out-under
Schedule 10as stipulated-in-Rule 704.3(1);;

(b) the Participating Organisation has in place systems and infrastructure including but
not-limited-to-front office and/er back office systems which are operative and have all
the relevant functionalities, requirements and controls in place for the carrying out of
rRegulated sShort sSelling in accordance with Rule 78043;_and

(c) subject to Rule 78043.42(2)(ed), the Participating Organisation has submitted a

written declaration in the form preseribstipulated in Appendix 104 to the Exchange of
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its compliance with Rules 78043.42(1)(a) and 78043.42(1)(b) at least twe—(2) market
days prior to the commencement of its rfRegulated sShort sSelling activities.

Inspection and/-or Audit by the Exchange

(@

(b)

©

(d)

(e)

Without prejudice to any other powers conferred on the Exchange in these Rules
pertaining to the conduct of inspection and/or audit on a Participating Organisation,
the Exchange may at any time and/or from-time-te-time-prior to or after the receipt of
the declaration as required in Rule 78043.42(1)(c) undertake an inspection and/or
audit on a Participating Organisation’s compliance with the requirements stipulated
under Rules 78043.4 2(1)(a) and 78043.4_2(1)(b) in-the-manner-determined-by-the
Exchange.

In determining compliance with Rule 78043.42(1)(b), the following shall apply:

(0] the—Exchange—shall-beis—entitled—to—require the Participating Organisation
must when requested by the Exchange te provide a confirmation as-ane-in
the manner determined by the Exchange, that adequate verification and
assessment has been carried out to ensure that its systems and
infrastructure including but-netlimited-to-its front office and/er back office
systems and infrastructure are operative and have all the relevant
functionalities, requirements and controls in place for the carrying out of
rRegulated sShort sSelling in accordance with Rule 78043; and

(ii) the Exchange shallis be-entitled to rely on the confirmation provided to the
Exchange under rule 7803.2(2)(b)(i)herein.

The Participating Organisation shallmustwill be given_a notice in writing by the
Exchange prior to the commencement of any inspection and/or audit referred to
under Rule 78043.42(2)(a).

Wherelf a notice under Rule 78043.42(2)(c) has been issued to a Participating
Organisation which has yet to submit the declaration under Rule 78043.42(1)(c) or
has submitted the declaration under Rule 78043.42(1)(c) but has yet to commence
with its ¥fRegulated sShort sSelling activities, the Participating Organisation shalmust
not commence with-its rRegulated sShort sSelling activities until it has complied with

the following-have-been-complied-with:

(0] the inspection andfor audit referred to in Rule 78043.42(2)(a) has been
completed;

(i) the corrective andfor preventive measures and actions referred to in Rules
78043.42(2)(e) and 78043.42(2)(f),~if any,) have been duly carried out and
completed by the Participating Organisation; and

(iii) the submission of the confirmation,—if applicable), and the declaration
referred to in Rule 78043.42(2)(f).

Upon completion of the inspection and/or audit, the Exchange shaliwill notify the
Part|C|pat|ng Organlsatlon in wrltlng of the findings of the |nspect|on and#or audit

and the correctlve andlor preventlve measures and
actlons —(if any), to be taken by the Participating Organisation for the purpose of
complying with Rules 78043.42(1)(a) and 7#8043.42(1)(b). The Exchange may
pending the carrying out and completion of the corrective and/or preventive measures
and actions,—(if any), by a Participating Organisation other than the Participating
Organisation referred to in Rule 78043.43(2)(d), suspend the carrying out of any
further rRegulated sShort sSelling by the Participating Organisation until the
corrective and/or preventive measures and actions,—(if any), are carried out and
completed by the Participating Organisation.

Wherelf the corrective and/or preventive measures and actions referred to in Rule
78043.43(2)(e) have been duly carried out and completed, the Participating
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Organisation shalmust confirm in writing to the Exchange of the same. In relation to
a Participating Organisation referred to in Rule 78043.42(2)(d) which has yet to
submit the declaration under Rule 7804.42(1)(c), the Participating Organisation
shalimust together with the confirmation mentioned herein submit the declaration
stipulated under Rule 78043.42(1)(c).

(9) The Exchange is not precluded from exercising any of its powers under these Rules
for any non compliances of these Rules found pursuant to the inspection and/or audit
referred to under Rule 78043.43(2)(a), netwithstandingdespitealthough that a
Participating Organisation may have duly carried out and completed the corrective
andfor preventive measures and actions referred to in Rules 78043.43(2)(e) and
78043.43(2)(f).

RULE 78043.35 DESIGNATED-TRADING-ACCOUNT-AND-CBS-ACCOUNTDesignated trading

@

(@

©)

©)
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account and €BSSecurities aAccount

A Participating Organisation shalimust open a separate trading account designated as ‘RSS’,
in the name of the Participating Organisation whereif it is executing rRegulated sShort
sSelling for itself or in the name of each eClient where it is executing rRegulated sShort
sSelling for its eClients (“RSS Account”).

A Participating Organisation shalimust only execute ensure-that all rfRegulated sShort sSelling
and transactions permitted under Rule 7803.3(5)whether-for-itself-or-its-clients-are-executed
through_in the RSS Account-and-that —utilise the RSS-Account is-utilised-only for regulated
short selling and transactions permitted under Rule 704.5(5).

Where-If the Participating Organisation intends to execute rRegulated sShort sSelling in a
Clearing Account, the Participating Organisation shal-alse-ensure-thatmust open a separate
Clearing Account is—epened-for that purpose and shall-designate that account as ‘RSS’
together with the designation preseribstipulated in the directives issued by the Exchange
relating to Clearing AccountR/R-18-6f2005. Any reference in these Rules to ‘RSS Account’
shallmust be read to include a Clearing Account opened to execute Requlated Short
Selling.the—purpose—stipulated—herein. All other provisions in R/R—18—-ef-2005-Directive
701.5(1)-002 shauare appllcabley to a Clearlng Account opened he#embv thea Partlcmatlnq
Organisation :
Requlated Short Selllnq to the extent that those prowsmns are not |nc0n3|stent Wlth the
provisions in this Rule 803:

A Participating Organisation must, shal-ensure-the-fellowing-prior to opening a RSS Account:

(@) where-the-RSS-Account-is-to-be-opened-inthe-name-of-a-client, obtain confirmation in
writing from the elientClient Henﬂtma&emm%ng#re#kth&e%nt@%nethat the
clientClient has a a-copy-of the-Client SBL Agreement in place;-erand

(eb) bring to the notice of the elientClient that a copy of the SBL Agreement must be
furnished when requested by the Exchange and that where there is a failure to do so,
the Exchange may take appropriate action including directing the Participating
Organisation to suspend trading for the elientClient;or

(bc)  Wherelif the RSS Account is to be opened in the name of the Participating - -

Organisation;—that-the—Participating-Organisation-has-executesd a SBL Agreement;

and
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A Participating Organisation shallbe permitted—tomay execute purchase of approved
sSecurities in the RSS Account but only for the following purposes_enly:

(@) to contra in full or in_ partialy any rRegulated sShort sSale of an aApproved
sSecurities executed in the RSS Account;

(b) for redelivery of securities arising from any borrowing of aApproved sSecurities under
a SBL Agreement; and

(c) for borrowing to execute another regulated short sale of that Approved Securities in
accordance with the requirements of Rule 704.

A Participating Organisation shalimust open a separate €BS-Securities Account for each
trading account opened pursuant to Rule 78043.53(1) and Rule 78043.53(3). Theis €bS
Securities Account shallmust be designated in accordance with the Depository Rules and/or
any directives issued by the Depository. A Participating Organisation shalican only utilise
theis ©BS-Securities Account epened herein for the following purposes-enrky:

(a) settlement of rfRegulated sShort sSelling;
(b) settlement of purchases as permitted under Rule 78043.-53(5);

(c) to hold sSecurities for purposes of subsequent redelivery of the sSecurities arising
from the borrowing of aApproved sSecurities under a SBL Agreement; or

(d) to hold borrowing of aApproved sSecurities for executing the rRegulated sShort
sSale, provided Rule 67086.10(2) is complied with, if the aApproved sSecurities are
held in a ©BS—Securities aAccount maintained in the name of a Participating
Organisation, in the Participating Organisation’s capacity as aAuthorised ANominee
or eExempt aAuthorised ANominee.

Wherelf a Participating Organisation executes a purchase of sSecurities in the RSS Account
other than for the purposes stipulated in Rule 78043.53(5) by reason of mistake, the
Participating Organisation shall-be—is permitted to subsequently sell the sSecurities so
purchased subject to the following conditions:

(a) the Head of Dealing shalimust report to the Exchange of the sale made herein not
later than the end of the next mMarket éDay from the date of the sale; and

(b) the Head of Dealing shalimust, together with the report, provide an explanation as to
the cause of the mistake.

by mistake as stipulated under Rule 803.3(7), this does not prejudice the rights of the
Exchange to take action against the Participating Organisation for a breach of Rule 803.3(5).

Wherelf the Exchange is not satisfied that the purchase of sSecurities as stipulated in Rule
78043.53(7); arose from a mistake made by the Participating Organisation or whereif the
mistake was caused by reason of a breach of the requirements under the internal guidelines
for short selling as stipulated under Rule 704-3(2;)7803.2(1) the Exchange reserves its rights
to take action against the Participating Organisation for a-breach of Rule 78043.53(5).

RULE 78043.64 EXECUTIONExecution

33
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A-Participating-Organisation-uUpon receiving any request from a eClient to effect a sell order,
a Participating Organisation-er/-tranrsaction-shall_must enquire from the same-eClient whether

the intended sale is a fRegulated sShort sSale. Where-If the elientClient confirms that the
sale is a rRegulated sShort sSale, the Participating Organisation shallmust comply with the
provisions in Rule 78043.64(2) for the execution of the sell order.

A Participating Organisation shall-ensure-thatmust comply with the following conditions are
complied-with-prior to executing an order for a rRegulated sShort sSale whether for itself or a
eClient:

(®) whereif the order is executed for the Participating Organisation itself, the Participating
Organisation has borrowed the aApproved sSecurities to be short sold from an
Authorised SBL Participant or has obtained a confirmation from the Authorised SBL
Participant that the aApproved sSecurities to be short sold are available for
borrowing to settle the sale;

(b) whereif the order is for a eClient, confirmation from the eClient, that the eClient has
borrowed the aApproved sSecurities to be short sold from an Authorised SBL
Participant or that the eClient has obtained a confirmation from an Authorised SBL
Participant that the aApproved sSecurities to be short sold are available for borrowing
to settle the sale;

(c) confirmation from the eClient, that the eClient or if the eClient is acting on behalf of
another person, the person for whom the eClient is acting for, is not aAssociated with
the body corporate that issued or made available the aApr)roved sSecurities in

et

reIatron to which the order for short sale is to be iexecuted

(d) If the order is executed for the Participating Organisation itself, the Participating
Organisation shall-ensure-thatit-must is not_be aAssociated with the body corporate
mentioned herein. “Associated™shall-have the same -meaning-as-is-assigned-to-it
under Rule 704.2(2)(b);

(e) the order price of the aApproved sSecurities to be entered into the ATS is higher than
the Last Done Price of the aApproved sSecurrtres prlor to the intended entry of the
above order.

L) the order shallmust be entered into ATS through the screen designated in the ATS for
rRegulated sShort sSale.

Ne-Participating Organisation shalimust not execute any—rRegulated sShort sSale by-—way
offor Direct Business-in-any-situation-whatseever.

All orders for rRegulated sShort sSale in a Clearing Account shalimust be executed on the
same mMarket dDay that the elientClient has instructed for the order to be executed_and
cannot be—Ne-Patticipating-Organisation-shall-beis—permitted-to—carry_carried forward any
exeeuﬂen—e#an—erdeﬁe#a—reg&ﬂated—stmﬁ—saie—m%iearmg—%eeam to the next mMarket

dDay heeven though the
order remains unexecuted whether fuIIy or partrally

A Partrcrpatrng Organrsatron shaii—ensure—tha{must keep documents relatrnq to sreeure—preper

satrsfyngth&ExehangeANherHeqﬁested—mat the requrrements efon Rules 18043 4 (2 )(a)
(b) and (c) for at least 7 yearsare—complied-with. The documents shallmust be either in

writing, tape recording or electronic form.
The Head of Dealing shalimust is be responsible to ensure that

no fRegulated sShort sSale are executed in ATS
through a screen other than the screen designated in the ATS for rfRegulated sShort sSale.
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Wherelf any rRegulated sShort sSale has been

executed not through the screen designated in the ATS for frRegulated sShort sSale, the
Head of Dealing shaimust report the same by the next mMarket dDay to the Exchange.

(87) No rRegulated sShort sSale shalican be executed by a Participating Organisation in any of
the following circumstances -

(@) during the period of twenty-one—(21)—days immediately following a takeover
announcement involving the Issuer of an approved securities; or

(b) when expressly directed by the Exchange, during the period where the aApproved
sSecurities has been declared;—and-remains; as Designated Securities under Rule
67043 .

RULE78043.75 CONTRACT NOTE—FOR—REGULATED—SHORT SALEContract note for
Regulated Short Sale

Q) A Participating Organisation shalimust upon execution of a rfRegulated sShort sSale stipulate
on the eContract nNote issued by the Participating Organisation to the eClient, that the sale is
a rRegulated sShort sSale.

RULE 78043.86PROHIBITHON-ON-AMENDMENTS-OF-CONTRACTSProhibition on amendments
of contracts

) DespiteNotwithstanding Rules 67801.28(34)—601-2(4)—and—601.2(5), no Participating __ -

Organisation shall-beis permitted to effect any amendments of eContract from a trading
account and/or a €BS-Securities aAccount opened not under-Rule-704-5 for execution of a
Regulated Short Sale to a trading account andfor €BS-Securities Account opened under Rule
78043.53 for execution of Regulated Short Sales.

2) FheA Head of Dealing shall-beis responsible to ensure that proper systems and procedures
for review and monitoring are in place to ensure that all amendments of eContracts made in
accordance with Rules 67801.28(34); . . are not in breach of Rule

78043.86(1). In the event of a breach, thereof-the Head of Dealing shalimust report the
breach to the Exchange by the next market day after the amendments were made.

RULE 78043.97 DELIVERY-AND-SETFLEMENTDelivery and settlement

(2) The Rules relating to delivery and settlement under Chapter 89 shall-apply to rRegulated
sShort sSales in the same manner as they apply to normal sales.

RULE 78043.108 REPORTING BY PARTICIPATING-ORGANISATIONReporting by Participating
Organisation

(2) Participating Organisations shall report to the Exchange daily or in such other frequency as
may be determined by the Exchange, in the format prescribed by the Exchange, the nNet
sShort pPosition and/or any other information in relation to the ANet sShort pPosition as may
be required by the Exchange from time to time.
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RULE 78043.429 LIHTFFORREGULATED SHORTSELLINGLImIt for requlated short selling

€0

@)

36

Without prejudice—toaffecting Rule 78043.1310, the Exchange may shall—cemmence
suspensien suspend any order entry into the order book in the ATS for any further rRegulated
sShort sSelling of an-aApproved sSecurities, in the following circumstances:

(@

(b)

wherelf the quantity of the total short position of an aApproved sSecurities on a
particular mMarket dDays is as follows:

@

(i)

where-if the quantity of the total short position of the shares of an Issuer, on a
particular market day is at three-percentum-(3%) of the outstanding shares of
the Issuer on that mMarket dDay. Outstanding shares means the total
guantity of shares held by the shareholders of the Issuer including shares
held by the Issuer pursuant to a share buy back scheme as provided for in
the Listing Requirements; or

whereif the guantity of the total short position of a class of sSecurities other
than shares of an Issuer (“securities”) on a particular mMarket dDay is at
three—pereentum—{3%) of the quantity of the outstanding sSecurities on that
market day. Outstanding sSecurities means the total quantity of sSecurities
held by the holders of the sSecurities; or

where If the quantity of the total short position of an aApproved sSecurities referred to
in Rule 78043.129(1)(a)(i) and 78043.1.29(1)(a)(ii) aggregated over a period of time is
ten-perecentum-(10%;) of the quantity of outstanding shares or sSecurities.

The suspension referred to in Rule 78043.912(1) shalimay must-be for the following period:

@

(b)

In relation to the circumstance described in Rule 78043.129(1)(a), the suspension
shall-must be for the remaining mMarket dDay from the time the suspension was
instituted on that mMarket dDay; and

In relation to the circumstance described in Rule 78043.229(1)(b), the suspension
shalimust be in place until the aggregated quantity falls below ten-percentum—(10%)
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of the quantity of outstanding shares or sSecurities. The fall in the ‘aggregated
guantity’ referred to herein would occur when there is a return of the sSecurities
borrowed to the Authorised SBL Participant.

Wherelf a suspension on fRegulated sShort sSelling is imposed on the shares of an Issuer
pursuant to Rule 78043.9 1{2{(1)(a) or Rule 78043.129(1)(b), thesuch suspension thereof
shall-also appliesy to the following:

€) all sSecurities referred to in Rule 78043.912(1)(a)(ii) netwithstandingalthough the
total short position of the sSecurities is not in breach of the limit referred to in Rule
78043.1209(1)(a) or Rule 78043.229(1)(b); and

(b) all sSecurities issued by any Issuer whereif the underlying instrument of the
sSecurities issued, comprise solely the shares of an Issuer in relation to which
suspension under Rule 780413.1209(1)(a) or Rule 78043.129(1)(b) has been
imposed.

Wherelf the shares or securities referred to under Rules 78043.1209(1)(a) and Rule
78043.1209(1)(b) respectively falls within the class of Eligible Securities, the following shal
apply:

(a) the suspension referred to in Rule 78043.12089(1)(a), Rule 78043.1209(1)(b) and
Rule 78043.1209(2) shal-include suspension on the short selling of the Eligible
Securities; and

(b) the ‘securities’ referred to in Rule 78043.1209(3) shalimust-beread-to—includes
Eligible Securities and the suspension referred to thereinin that rule shall-beis
applicable to the short selling of that Eligible Securities.

RULE 78043.10 13ACHONBY-THE EXCHANGEACtion by the Exchange

)

@

37

m&ed—bﬁhe&xehang&frem&m&t&ﬂme—ﬁ ]
take any of the actions enumerated under Rule 78043.1310 (2) in—themanner—stipulated

thereinin—thatrule automatically against a Participating Organisation_and, its rRegistered
personsPerson(s) or in relation to any or all Approved Securities-and-clients-and/or-inrelation
to-any or-all- approved securities:

(@) whereif there is a breach or likelihood of breach of any provisions in Rule 78043; or

(b) whereif the execution of a rfRegulated sShort sSale may lead or likely to lead to the
commission of any of the offences under the Capital Markets and Services Act.

Pursuant to Rule 704-13(1)803.10(1) the following actions may be taken by the Exchange in
relation to any or all aApproved sSecurities and/or against any or all Participating
Organisations, registered persons and clients in the manner and for the period determined by
the Exchange:

€) suspension and/or termination eessation-of further rfRegulated sShort sSelling by the
Participating Organisation and/or fRegistered persens-Person(s) whether for itself or
any or all of its eClients;

(b) imposition of limits on the ANet sShort pPositions or total short positions that may be
held by the Participating Organisation and/or fRegistered persens-Person(s) whether
for itself or any or all of its eClients; or

(c) imposition of restrictions or conditions on fRegulated sShort sSelling carried out by

the Participating Organisation and/or rRegistered persens-Person(s) whether for itself
or any or all of its eClients.
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_ -~ 7| Comment [B72]: Deleted as this is not
necessary to be stipulated into the rules, since
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RULE 706804 STOCK-MARKETTRADING SUSPENSION

RULE706804.1 FTRABING-SUSPENSIONTrading Suspension

1) Pursuant-to-Section-11-of the Capital- Markets-and-Services-Act-tThe Exchange may suspend
trading of sSecurities traded on the stock market of the Exchange in the following
circumstances:

@ in the event of S|gn|f|cant ehaﬂgesﬁdrop to—its—in the Exchanqes benchmark
composite hndex a W

-In_this mstance the Exchanqe mav suspend aII Securltles

traded on the stock market of the Exchange upon notification to the Commission.

(b) if a suspension from trading is imposed pursuant to these Rules or the Listing
Requirements. In this instance the Exchange may suspend any or all of Securities
traded on the stock market of the Exchange.

-| Comment [B74]: Deleted as the period for
suspension and the conditions for the
suspension will be notified by the Exchange in
the directive that is issued to the PO in relation
to the suspension.

“| Comment [B75]: Deleted as this is stating the
obvious.

— — 7| Comment [B76]: Deleted as the power of the
Exchange to issue directives is stated in
Chapter 2.

[End of Chapter]
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CHAPTER 89 DELIVERY AND SETTLEMENT

RULE 8901 GENERAL

RULES8901.1 —BEFINIHONScope

_ - - Comment [B1]: Deleted as all definitions
where applicable will be moved to chapter 1.

_ — - 7| Comment [B2]: Deleted as the definition is
proposed to be moved to the Clearing House
Rules in line with the approach under the
revamp exercise, whereby delivery and
settlement obligation between the PO and the

(31) AltThe provisions in this Chapter are enly-applicable to eOn-mMarket-tTransactions clients will be in these Rules, whereas the
Dire Busine A i which-are cleared-and-settled-as—M i delivery and settlement obligation between POs
ClearingHouse Rules. and the Clearing House will be in the Clearing
= House Rules.

_ — - Comment [B3]: Deleted since there is only
one Clearing House currently.

_ — — 7| Comment [B4]: Deleted as the same is
incorporated and amended in Chapter 7.
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RULE 8902 DELIVERY OF SECURITIES

RULE 8902.1 REABDY-ANDIMMEDIATEBASIS CONTRACTSReady Basis Contracts

Comment [B5]: Deleted as this will be set out
under the new Rule 902.1.

Comment [B6]: Deleted as incorporated in
Chapter 7.

rComment [B7]: This provision is introduced to )
have the quantity of Securities sold in the Contract as Tradeable Balance in the Securities clarify that in relation to delivery obligation of a
Account used for the sale which is maintained with the Participating Organisation, not later selling PO, the obligation is fulfilled if the PO

n n . has the quantity of the securities sold in the
than the day and time stipulated in Schedule- 3-. contract as tradeable balance in the selling’

client’'s CDS account by the day and time as

[2) ___If a Participating Organisation is a buyer in a Contract, the Securities in the Contract will be stipulated in Schedule 3.
dell\{e_red' by the (_:Iea_nnq Hot_Jse at the Qav and time stlpula_ted |_n Schedule_ 3 —if the ™~ comment [B8]: Inserted to clarify that
Participating Organisation who is the seller in the Contract complies with the requirements of securities will be delivered to the buyer in a
the Clearing House Rules in relation to delivery and settlement of the Contract-. contract in accordance with the day and time

stipulated in Schedule 3 provided that the seller
comply with his obligation to deliver the
ksecurities as provided in Rule 902.1(1).

~ 4 Comment [B9]: Deleted, as this has been
addressed in Rule 902.1(1),

_ — -1 Comment [B10]: This is not necessary in view
of sub-rule (3) below.

(23) A Participating Organisation may make Ppartial delivery of Securities ies

may, however, be
made-by-a-selling-client provided-that_such-deliveries are-but in board lots_only. but-iln suech
cireumstancesthis case, -the-_Patrticipating Organisation’s ddelivery obligation of-the-selling
client-is extinguishedfulfilled only to the extent of thate number of sSecurities sethat are
actually delivered.

RULE 8902.42 SECURIHESWATH-MULHPLE QUOTAHONSSecurities with Multiple Quotations

(2) Participating Organisations Ne-are not allowed to do cross settlement-ddelivery of sSecurities
for shall-be-permitted-in-the-case-of sSecurities havingwith separate quotations.
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RULE 8903 FAILED CONTRACTS OF BOARD LOTS

_ -~ | Comment [B11]: This provision is introduced

accordance with Rule 902.1(1), the Exchange will commence buying-in against the to clarify that buying-in is carried out by the

Participating Organisation without_any notice given, at the date and time stipulated in Exchange in accordance with Schedule 3 as

Schedule 3 as instructed by the Clearing House. The Exchange will conduct the buying-in in i s By ite CllE Role

accordance with the procedures set in Rule 903.2 and the bidding price for such buying-in will

be as instructed by the Clearing Housel. - W Comment [A12]: Inserted to clarify that
bidding price for buying-in of any securities will
be dictated by the Clearing House.

(23)  {e)——For the avoidance of doubt, if buying-in is carried out, the buyer in the failed
eContract is not prohibited from selling the sSecurities and any person who further buys the
same sSecurities areis also not prohibited from selling the sSecurities, subject to Rule

903.3(1)andRule 9041 __~{ comment [B13]: Buying-in is subject to the
cash settlement rule where the Clearing House
can stop further selling.

f ~
_ — — 7 Comment [B14]: Rules 803.1(3) is moved to
the Clearing House Rules, as buying-in is upon
instructions and under the purview of the
Clearing House. Therefore, all requirements for
L buying-in will be in the Clearing House Rules.

_ — - | Comment [B15]: Inserted to clarify that the
Exchange will only withdraw or suspend any
buying-in if instructed by the Clearing House.
The circumstances for withdrawal and

(4) Where buying-in is withdrawn based on Rule 8903.1(3), the settlement obligations of the suspension will be in the Clearing House Rules.

defaulting Participating Organisation will be as stated in the Clearing House Rules.

RULE8903.2 BUYING-IN-PROCEDBURESBuUYing-In Procedures

(2) The Exchange will publish Fthe name, quantlty and blddlng pnce of the sSecurmes for
buying-in shall-be

3 29 December, 2010
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every-a mMarket éDay.

;The Exchange will conduct buying in shall-be
conducted-through ATS : ~based on the
period determined by the Clearlnq House and wtheevethatlf the buying-in is not executed
whether-fully-or-otherwiseor executed fully during that period, the buying-in may be continued
on the following mMarket dDays during-the-same-period-as instructed by the Clearing House.

A _Participating_Organisation can only enter_an order to sell to the buying-in_if the relevant _

(43)

(+08)

Securities appear as “free” -in the Securities Account of the seller.

The Exchange will match orders

entered into the ATS to sell to the buying-in shall-be on a “first come first served" basis.

thatlf the avanablebalance of the Secuntles appear as “free" in the Secuntles Accounts of the
seller new-sellers-differs from the effer-quantity_in the sell order, the allecationmatching for
such orders for buying-in shall-beis for the lesser of those two quantities.

m%t—theua#eeted—seeume&The Exchanqe may proceed with buvlnq in even if a tradlnq

suspension is imposed on Securities of a listed Issuer pursuant to these Rules or Listing
Requirements.

buytngqn%ontraepA sellmq Parncmatmq Orqamsatlon in a buvlnq in contract must make
payment received from the Clearing House pursuant to the buying-in, to the selling Client in
the buying-in contract not later than 12.30 p.m on the next Market Day following the date of
the buying—in contract.

29 December, 2010

that the name, quantity and bidding price for
buying-in is displayed in the ATS.

= ‘{Comment [B16]: Amended to state clearly J

PO can enter the order to sell to the buying in.

- ‘[Comment [B17]: Inserted to clarify when the J

Comment [B18]: The bidding price will be in
the rules of the Clearing House.

Comment [B19]: The bidding price will be in
the rules of the Clearing House.

Comment [B20]: The bidding price will be in
the rules of the Clearing House.

Comment [B21]: The bidding price will be in
the rules of the Clearing House.




Chapter 89 — Delivery and Settlement

(78) The Securltles obtained pursuant to a buying-in WI|| be dellveredDelwegi 0 the foIIowmg oR _ _ - - comment [B22]: Amended to clarify the
wa y delivew‘day_ of the securities obtained pursuant
ttseSecurltles Account on the date of the buvmq in |tself - to a buying-in and the CDS account of which the
securities will be delivered to.
(@ the buyer in the failed Contract; or
(b) if the buyer in the failed Contract has sold the Securities, to the ultimate buyer of the
Securities.

(218) Securities sold by a new-seller to any buying-in between the period the Securities were
quetedtraded on "ex entitlement" basis up to the ILodgement dDate (inclusive) shalwill be on
a "cum entitlement" basis.

(229) De#aettmg A defaulting Participating Organisations against whom buying-in is carried out are
must not chargeing brokerage for the buying-in against the seller-selling Client
in the failed eContract.

(10) The selling client in the failed Contract must make payment to the defaulting Participating
Organisation against whom buying-in is carried out not later than 12.30 pm on the next
Market Day following the date of the buying-in contract.

_ — - 7| Comment [B23]: Deleted, as the amount of

Participating Organisation aqamst whom a buying-in is carried out. If such levy is charged, the the levy that is charged will be determined by
defaulting Participating Organisation may recover such levy paid from the seller of the failed the Clearing House, as such, this provision will
Contract. be moved to the Clearing House Rules.

RULE 8903.2A3 CASHSETFLEMENTCash Settlement

1) If buying-in is not successful by T+8, the buying-in will be withdrawn if instructed by the
Clearing House. The eContract will then be settled by payment of cash for the quantity not
done through the buying-in, based-en-the-regquirements-efin accordance with the Clearing
House_Rules, to the person stated-below_based on the cash settlement amount determined
by the Clearing House:

(@) the buyer in the failed eContract; or

(b) if the buyer in the failed eContract has further sold the sSecurities en-or-afterthe

Sehedule-Delivery-Fimesubsequent to the purchase, the ultimate buyer of the
sSecurities.

2) In order to facilitate the settlement of cash to the buyer as stipulated in Rule 8903. 2A3(1), the
buying Participating Organisation may be directed by the Clearing House not to further sell
the sSecurities and the Participating Organisation must ensure that it gives effect to such
direction.

_ - - Comment [B24]: Deleted as this is a
commercial arrangement between the PO and
its clients and therefore, should be left to the PO
to manage, hence, should not be part of the
rules.

5 29 December, 2010
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RULE 8904 FAILED CONTRACTS OF ODD LOTS

RULE 89043.3A1 FALLED-CONTRACTS-OFOBb-LOTSCash settlement

M

@

Wherelf a Participating Organisation;-having-seld-securities; fails by-the-Scheduled-Delivery
deliver Securities traded in odd lots in accordance Wi’th the Clearing House Rules, ’thz
eContract will then-be settled by payment of cash to the person stated-below based on the
cash settlement price-amount determined by the Clearing House:-

(@) the buyer in the failed Contract; or

(b) in-the-eventif the buyer in the failed Contract has further sold the sSecurities
subsequent to the purchaseen-or-afterthe-Scheduled-Belivery-Fime, the ultimate

buyer of the sSecurities.

In order to facilitate the settlement of cash to the buyers as stipulated in Rule 8063-3A(1)-904.1(1)
the buying Participating Organisation may be directed by the Clearing House to not further sell
the Ssecurities and the Participating Organisation must ensure that it gives effect to such
direction.

29 December, 2010
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RULE 89045

SETTLEMENT_OF PAYMENT

Participating Organisation and Client

If a Participating Organisation is a seller in a
Contract, the Participating Organisation must settle the Ppayment for-Ready-and-tmmediate
Basis Contracts-shall_be-effected—received for the Contract to the selling elientClient by the
day and time stipulated in Schedule 3. Scheduled-Settlement Fime-relating-thereto-

If a Participating Organisation is a buyer in a Contract, the Participating Organisation must

receive the payment from the buying Client by the day and time stipulated in Schedule 3
notwithstanding that the seller may not have delivered the Securities in accordance with Rule

902.1(1).

which he has not paid at any tlme before 12. 30 p.m. on the th#d—(S } market day following the
eContract dDate_(T+3); and such sale shall-beis deemed to be a sale to close-off the buying
clientClient’s purchase position in respect of that sSecurities-_and such close-off is referred to
as “contra”.

Contra

29 December, 2010

1

)

Comment [B25]: This rule 804.1 is moved to
the Clearing House Rules .

L in maintaining Immediate Basis Contracts.

-
Comment [B26]: The term “Immediate Basis
Contracts” is deleted as the same is not used.
Immediate Basis Contracts were introduced
when the delivery and settlement cycle was
T+7. No contracts are currently traded based on
immediate basis and as such there is no utility

client.
L

Comment [B27]: Inserted to clarify the day
and time that the PO who is a buyer in a
contract receives the payment from the buying

J

Comment [B28]: This provision is moved here
from paragraph A3, part 2 of Schedule 2A.
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Comment [B29]: This provision is
incorporated and amended in Rule 905.2(1)(a).

Comment [B30]: Deleted as incorporated
under Rule 905.2(1)(c)

I R R . Comment [B31]: This rule is moved here from
(@) a Participating Organisation must have guidelines for “contra” transaction: para 2 of Schedule 2B and amended due to
plain language drafting.

(b) a Participating Organisation must notify the Clients of the guidelines prior to doing
“contra”;
() in allowing for a Client to contra, a Participating Organisation must take into account

of the Client’s financial ability to pay for losses (if any) arising from the contra;

(d) contra may only be effected not later than the time and date stipulated under Rule
905.1(3); and

(e) sales of Securities made pursuant to a selling out under Rule 906 is not considered a
“contra”.

¥ _ — - | Comment [B32]: Deleted and incorporated
under Rule 905.2(1)(a)and(b)

_ — = 7| Comment [B33]: This rule is moved here from
para 3 of Schedule 2B.

_ — — 7| Comment [B34]: This rule is moved here from
pes%len%haﬂmust be settled between the Participating Organisations and_their elientClients para 4 of Schedule 2B.

not later than the fifth(5" ) market day following the date of such “contra”.

RULE89045.3 MISCELLANEOUSSet-off

(12) __Other than a “contra” as provided under Rule 905.2, a selling Participating Organisation must _ _ - -{ comment [B35]: This rule is incorporated |
not set-off the payment due to selling Clients arising from a sale of Contract against the here from R/R 23 of 1999 on the FAQs on the
Clients’ outstanding purchase position, whether due for payment or not, unless the Clients ng'OUSGR“'eS of the KLSE — question 1 on
have agreed in writing with the Participating Organisation to allow for such set-off to be (&hepisfblonipagelts; J
carried out.

-
-| Comment [B36]: Deleted in line with doing
away with requirements on matters already
regulated by other authorities, in this case the
L Inland Revenue Board of Malaysia.

7| Comment [B37]: This rule is considered
under the rule relating to trust account.

L J

Comment [B38]: Deleted as failure to make

payment will be dealt with as a breach of the
rules.

L
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RULE 89056 SELLING-OUT

RULE 89056.1 BEFAULTIN-PAYMENTDefault in payment

= {Comment [B39]: Amended for clarity.

theéehed&edéetﬂemeaﬂm&d—shal#nstltute a selllng out W|th|n the dav and tlme
stipulated in Schedule 3 against a eliertClient en-the market-day- who fails to pay for theirthe

Cllents purchases bv the time stlpulated in Schedule— 3 {a#eseﬂbedm%ehedwe—Z—en any

2 A Participating Organisation may still accept payment from a Client who failed to pay for the - 4 comment [B40]: Inserted to clarify that PO

Client's purchases at any time prior to a selling-out being carried out. can accept payment from the buying client up till
T+4, provided that the PO has not instituted a
selling out against the clients. This is allowed

. . although the PO can institute a selling out if the
RULE 89056.2 NOHCE-NOT-REQUIREDNOtice not required client has not paid the buying PO by 12.30 p.m

on T+3 in accordance with Schedule 3.
1) it shallis-A Participating Organisation need not-be necessary-forParticipating-Organisations

te-give prior notice of a selling-out_to the defaulting Clients.

p

— - | Comment [B41]: Deleted since pursuant to
Rule 906.1(1), POs must institute selling out in
accordance with the Scheduled Settlement
Time in the event their clients failed to pay for
their purchases, regardless of whether their
clients have passed away. Further, a PO’s right
in law against a client is not diminished or

kextinguished by death of the client.

— - 7| Comment [B42]: Deleted as it is a PO’s right
in law to be able to claim against the client for
L such losses.
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CLAIMS AND ENTITLEMENTS ANB-CEAIMSARISING OUT OF FAILURE TO

DELIVER

RULE89067.1 CLAIMS-ARISING-OUT OFFALLURE FO-DELIVERSecurities transacted on “Cum

Entitlements” basis

@ Hi :
Wherelf -

Securities Account Me%ehed&e@e&we#yl&mebv such time and day stlpulated in >«

Rule 902.1(1); and

(c) as a result of which, the buyer is not registered in the Record of Depositors as at

ILodgement éDate,

the buying Participating Organisation may

buying—Participating—Organisation—shall.—at
claim on the entitlements the-appropriate-ameount

settlement, deduct from the contract price |
WI|| be asjde{emq\tned—byln accordance Wlth the ExehangeCleannq House Rules. Hheweverin

entittements that are allowed by the Clearing House and the procedures for the claims.

3) A buying Partlcma’ﬂnq Orqanlsatlon must submit any claims requested by the Client within the

11

29 December, 2010

Comment [B43]: This term is incorporated
here so that the this rule applies to the
circumstances where the shares are sold cum
entitlements.

Comment [B44]: Amended consistent with
the deletion of the definition of “Scheduled
Delivery Time” from Chapter 1 and to cross
refer to Rule 902.1(1) in relation to the delivery
obligation of a PO.

Comment [B45]: This provision is introduced
to ensure that the client is informed of his right

| to claim for entitlement.

N
Comment [B46]: This provision of previously

Rule 806.2(2)(b) is incorporated here and
amended to provide for the obligation of the PO
to submit the claims that are allowed by the
Clearing House in respect of the entitlements
within the time frame stipulated by the Clearing

House.
L

U

=
Comment [B47]: This rule is deleted as the

same has been covered and generalized in

L Rule 907.1.

L

Comment [B48]: This rule is moved to the
Clearing House Rules in line with the removing
of the delivery and settlement obligation
between POs and the Clearing House from the
rules to the Clearing House Rules.
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_ - - 7| Comment [B49]: Deleted consistent with the
deletion of the sub-rules herein.

_ — = | Comment [B50]: This rule is moved to Rule
907.1(2), 907.2(2) and 907.3(2).

to the settlement of the trade. As such, details
of the claims will be in the Clearing House
Rules.

Comment [B52]: The time frame to submit the
claims is reflected in the Clearing House Rules,

_ — - Comment [B51]: Deleted as the claims are
handled by the Clearing House since it relates
Iclearing House Rules.

Comment [B53]: This rule is moved to the }

RULE 89067.32 SECURIHES-TRANSACTED“EX-ENTIFLEMENTBASISSecurities transacted
on “Ex Entitlement” basis

(@) If a buying Participating Organisation who transacted on “ex entitlement” basis obtains the _ _ - - comment [B54]: Inserted to clarify that the
entittlement, the Clearing House will undertake whichever-appropriate actions to reinstate the Clearing House may take some actions to
entitlements to the seller who sold the sSecurities on “ex entitlement” basis. reinstate the entitlements to the seller who sold

&the securities on “ex entitlement” basis. )

(@) A _selling Participating_Organisation _must_inform_the selling Client_of the claims on the - { comment [B55]: This provision is introduced )

entitlements that are allowed by the Clearing House and the procedures for the claims. to ensure that the client is informed of his right
| to claim for entitlement. )

(3)___ A selling Participating Organisation must submit any claims requested by the Client within the _ _ - { comment [856]: This provision of previously |

time frame stipulated by the Clearing House. Rule 806.2(2)(b) is incorporated here and

amended to provide for the obligation of the PO
to submit the claims that are allowed by the
Clearing House in respect of the seller who sold
securities on “ex entitlement™ basis who did not
get the entitlements within the time frame
kstipulated by the Clearing House.

RULE 89067.43CLAIMS ON-SALE OF RIGHTS Sale of rights

J

— - — 7| Comment [B57]: Deleted as this rule does not
capture the scenarios where such claims can be
made clearly. As such, the new Rule 907.3(1) is
introduced to replace this rule to clarify the
position in respect to the claims for rights and
settlements for securities transacted on ex
entitlement basis.

_ — = | Comment [B58]: This rule is introduced to
clarify claims for rights

(@ the rights are bought by a buyer;

(b) there are insufficient or no Tradeable Balance of such rights in the seller's Securities
Account by such time and day stipulated in Rule 902.1(1);

(©) as a result of which the buyer is not registered in the Register of Depositors as at
Lodgement Date; and

(d) the rights have expired.
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(@) A buying Participating Organisation must inform the buying Client of the claims on the rights
that are allowed by the Clearing House and the procedures for the claims.
(3) A buying Participating Organisation must submit any claims reqguested by the Client within the
time frame stipulated by the Clearing House.
End of Chapter
13 29 December, 2010

p
-1 Comment [B59]: Amended due to plain

language drafting and to ensure that the client is
L informed of his right to claim for entitlement.

to ensure that the client is informed of his right
| to claim for the rights.

f ~
Comment [B60]: This provision is introduced

N
Comment [B61]: This provision of previously
Rule 806.2(2)(b) is incorporated here and
amended to provide for the obligation of the PO
to submit the claims that are allowed by the
Clearing House in respect of the entitlements
within the time frame stipulated by the Clearing

House.
L

U
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CHAPTER 910 DIRECT BUSINESS TRANSACTIONS

RULE 91001 GENERAL

RULE91001.1 GENERALREQUIREMENTSGeneral

1) All Direct Business Transactions shallis be permitted on the following conditions:-

(a) the—reporting—ef-the Direct Business Transactions is denereported to the
Exchange in accordance with Rule 91002.2;

‘(b) ‘ __ _the delivery and_settlement of the sSecurities_ @fLS',”q,fEOITl Direct Business _ _ - 4 comment [B1]: Amended to clarify that the
Transaction shal-will be by way of book entries in the Securities Account delivery and settlement of securities arising
effected throughin accordance with the requirements of the Clearing House e DIZAT vl 562 [0 ExegerEEwee Wil i
and based on FDSS as stipulated in Schedule 4.in—accerdance—with—the Clearing

p House's requirements by way of book entries in
Fheccomblihod becdhin meelbonen daronslh i Clonsine oo the CDS Account.
(c) the Direct Business Transaction results in a change of the beneficial owner of

the sSecurities-cencerned; and

(d) the prior approval of the Exchange is obtained for a Direct Business
Transaction stated below:

0] involving quantity of less than 50,000 units; and

(i) whereif at the time of reporting of the Direct Business Transaction
pursuant to Rule 81002.2, the price of such transaction wil triggers
the obligations stated in Rules 91002.5(2);962.5(3) and Rule
91003.1(2),

except where such transaction is executed forthepurpese-ef-to fulfillirg an
order whichthat cannot be completed through eOn-mMarket tTransaction or
to rectify an eOn-mMarket {Transaction that has erroneously been executed.

) A Participating Organisation must apply to_the Exchange for the prior_approval as __ - {COmment [B2]: Amended for clarity purposeS_}

stated in Rule 91001.1(1)(d) in the following manner:

(@) at least 3 markets days prior to the reporting of the Direct Business
Transaction under Rule 91002.2; and

(b) provide the information as stated in Rule 91002.5(2)(a) and the document as
stated in Rules 91002.5(2)(b).

3) Wherelf an approval has been given for the Direct Business Transaction stipulated
under Rule 91001.1(1)(d), the Participating Organisation will not be subjected to the
requirements in Rule 91002.5(2) except in relation to the retention period of the
documents as stated in Rule 91002.5(2)(c).

4) -| Comment [B3]: We have deleted this rule as
there is no distinction in terms of the rules that

apply to a crossing and a married transaction.

(@) a-crossing;-or As such the same rules apply whether the DBT
! is between two clients of the same PO or clients
of two different PO or where the PO itself is the
(b} amarried transaction. counter party of the transaction.

(54) The computation of VWAP, where VWAP is referred to in this Chapter 9, will not
include On-Market Married Transactions.

1 29 December 2010
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RULE 91001.2 PROHIBIHONProhibition

@

1001.3

No Direct Business Transaction shalican be reported to the Exchange in relation to
sSecurities where a trading halt is imposed pursuant the release of a material
announcement by an Issuer under the Listing Requirements (“trading halt”) or
suspension from trading is imposed pursuant to these Rules or the Listing
Requirements (“suspension”).

Delivery and settlement

(1)

Notwithstanding any provisions in the Clearing House Rules, a Participating

Organisation must ensure that a Direct Business Transaction reported under Rule
1002.2 is delivered and settled in full based on the day and time stipulated in this
Rule 1001.3.

Participating Organisation must deliver the Securities in full by having the quantity of
Securities _sold in _the Direct Business Transaction as Tradeable Balance in the
Securities Account of the seller not later than the day and time stipulated in Schedule
4.

If a Participating Organisation is a buyer in_a Direct Business Transaction, the

Securities Account by the Clearing House at the day and time stipulated in Schedule
4 , if both the selling and the buying Participating Organisation complies with the
requirements in the Clearing House Rules on delivery and settlement of Direct
Business Transactions.

If a_Participating Organisation is_a_seller_in_a Direct Business Transaction, the

Participating Organisation must settle the payment received for the Direct Business
Transaction to the selling Client by the day and time stipulated in Schedule 4 .

(6)

Participating Organisation must receive the payment in full from the buying Client by
the day and time stipulated in Schedule 4 , if Securities is delivered in accordance
with Rule 1001.3(2).

A PO’s obligation to deliver and settle in full as stipulated in Rule 1001.3(2) and Rule

1001.4

1001.3(5) is not waived even if the Clearing House clears and settles a Direct
Business Transaction partially.

Selling Out

(1)

If a buying Client fails to pay a Participating Organisation in accordance with Rule

(2)

1001.3, the Participating Organisation must institute a selling-out within the day and
time stipulated in Schedule 4 against the Client.

|A Participating Organisation may still accept payment from a Client who failed to pay .

for the Client’s purchases at any time prior to a selling-out being carried out.

29 December 2010

Comment [B4]: This rule is deleted as it is a
matter between the PO and its clients hence
should be left to the PO and clients to manage.

p
Comment [B5]: This provision is introduced to
clarify that in relation to delivery obligation of a
selling PO in a DBT, the obligation is fulfilled if
the PO has the quantity of the securities sold in
the DBT as tradeable balance in the selling’
client's CDS account by the day and time as

L stipulated in Schedule 4.

=
Comment [B6]: Inserted to clarify that
securities will be delivered to the buyer in a DBT
in accordance with the day and time stipulated
|Lin Schedule 4.

p

Comment [B7]: Amended to clarify that PO
must settle the payment received for the DBT to
the selling client by the day and time stipulated
in Schedule 4.

1 Comment [B8]: Inserted to clarify the day and

time that the PO who is a buyer in a DBT
L receives the payment from the buying client.

Comment [B9]: This provision is to clarify that
a PO must settle all DBTs in full notwithstanding
that the clearing house may settle the DBT
partially. The reason why DBT must be settled
in full is because the Exchange does not want a
DBT which is reported to the public to be used
to mislead the public.

Comment [B10]: To clarify that PO must
institute a selling out for non payment by clients
and the timing of the selling out follows OMT.

N
Comment [B11]: Inserted to clarify that PO
can accept payment from the buying client up till
T+4, provided that the PO has not instituted a
selling out against the clients. This is allowed
although the PO can institute a selling out if the
client has not paid the buying PO by 12.30 p.m

L onT+3.
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_RULE 91002 MODE OF DIRECT BUSINESS TRANSACTIONS

RULE 91002.1 CONBUCT-OF DIRECT BUSINESS-TRANSACHONSConduct of Direct
Business Transactions

Q) Al-A Participating Organisations shal-be_is deemed_to-beact as thea principal in
respect of all-a Direct Business Transactions reported to the Exchange and the
Exchange shalldoes not recognise the interest of any third party.

RULE 91002.2 REPORHNGReporting of Direct Business Transactions

1) AHA Participating Organisation must report a Direct Business Transactions shal-be

reported to the Exchange by the Participating Organisation(s)-by-entering-the details
of the Direct Business Transactions into the ATS in the manneras set out below :-

(@) enter the details of the Direct Business Transactions te-be-enteredas required
by the Exchang e into the ATS; shall be-as preseribed-by-the Exchange-from

(b) the buying and selling Participating Organisations shalimust enter the exact
details of the Direct Business Transaction into the ATS;

(c) the reporting of a Direct Business Transaction to the Exchange shallwill not
be accepted if one Participating Organisation fails to enter the corresponding
information en-of the the transaction Direct Business Transaction;

(d) the reporting of a Direct Business Transaction to the Exchange shall-beis
confirmed on the ATS as-seen-as-immediately after the second Participating
Organisation enters the corresponding information en-the-transactien—_of the
Direct Business Transaction into the ATS; and

(e) the reporting of a Direct Business Transaction to the Exchange shaliwill be
confirmed on the ATS as soon as the second Participating Organisation
enters the corresponding information of the Direct Business Transaction into
the ATS within the time frame preseribedstipulated by the Exchange.

(2 Deleted
(3 Deleted

RULE 91002.3 ACCURACY-OFREPORTSAccuracy of reports

1) A Participating Organisations shall-beis responsible for the accuracy and correctness
of all information on Direct Business Transactions reported to the Exchange.

RULE 91002.4 FRADING-BAYSTRADING-SESSION-AND-FRADING-HMETrading days
trading session and trading timehours

1) The reporting of all Direct Business Transactions by a Participating Organisation to
the Exchange shall-beis from 8.30 a.m. to 5.15 p.m. every day from Monday to
Friday,(except on any day that has been gazetted as a public holiday and other day
on which the stock market of the Exchange is officially closed by the Exchange). bt

3 29 December 2010

1

Comment [B12]: Deleted as redundant in the
light of the fact that we have expressly stated
that we don’t recognise the interest of 3rd
parties.

Comment [B13]: This provision is deleted as
the Exchange has the general powers in
Chapter 2 to determine as such.
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FELEL£1002.5 RRloEs oo Eolni e BERC TR le n c e LD e ELIEEC S

@

@

TRANSACTIONSPrice of Securities

Direct Business Transactions can be transacted at any price as agreed between the
parties.

-If the price of a Direct Business Transaction reported
to _the Exchange falls within the price stipulated in Schedule 5, a Participating
Organisation must comply with the following:

@)

on—which—theDire Busine
:-submit the following information
to the Exchange in writing by 12.30 pm on the next Market Day after Direct
Business Transaction was reported to the Exchange:

0] the details of the buyer and seller-;

(i) the number of sSecurities involved and the price-;

(iii) the basis on which the price of the Direct Business Transaction was
agreed;_and

(iv) -the reason for the Direct Business Transaction.—-ané

(b) ensure that the elieniClient executes the declaration in the format
preseribedprovided in Appendix £26-; and

(©

(0] athe declaration_executed by the elientClient in the format prescribed
in Appendix 6; -
(i) —the written agreement evidencing the Direct Business Transaction;
and

iii andany other -the-relevant documents in relation to the information
referred to in Rule 91002.5(2)(a). o

29 December 2010

can request for information from PO and

_ - - Comment [B14]: Deleted as the Exchange
Registered Person(s) under Chapter 2.

- {Comment [B15]: Deleted as it is a repetition. ]
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~ _ - - | Comment [B16]: Deleted as the same is
i provided and simplified in the Schedule.

5 29 December 2010
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RULE 91003 THE FIRST DAY OF TRADING OF SECURITIES UPLIFTED
EFROM IMPOSED-WITH-TRADING HALT OR SUSPENSION,
SECURIHES—LISTED AND QUOTED UNDERINFHAL
PUBLICOFFER-AND SECURIHES-ONTHEFIRSTDAY-OF
TRADING EX-ENTITLEMENT OR AFTER A CORPORATE
ACTION

RULES91003.1 RERPORFINGReporting of Direct Business Transaction

(&)

)

©)

No Direct Business Transaction can be reported under Rule 1002.2 during the first
hour of the first trading session of the following Securitiesin—relation—to—Direct

Business Transactions-involving-:-
@

trading;Securities on the first day upon upliftment of the Securities from
trading halt or suspension;

(b) sSecurities undertnitial-Public-Offer—on the first day of listing and quotation
of the sSecurities on the Exchange; and

(c) sSecurities on the first day of trading_the Securities on ex-entitlement_basis

or-as-the-case-may-be after a corporate action.

The Participating Organisation must ensure-thatit-compliesy with the obligations in
Rule 91002.5(2) for a Direct Business Transaction transacted on the Securities
mentioned in Rule 1003.1(1) if the Direct Business Transaction was transacted at the
price stipulated in Schedule 6.

In relation to Direct Business Transactions involving sSecurities which are imposed
with a trading halt, reporting under Rule 91002.2 and the VWAP to be used to
discharge the obligations mentioned in Rule 81003.1(42) are set in the table below:

Time of Trading Halt When Direct VWAP to be
Release of Period Business used to
Material Transactions discharge the
Announcement can be obligations
reported under Rule
under Rule 91003.1(42)
91002.2
) Before the 9.00am to After 11.00am | VWAP of On-

29 December 2010
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commencement | 10.00am Market Trading
of trading at (“OMT") session
9.00am from 10.00am to
11.00am
2) 9.00am until 1 hour from 1 hour after VWAP of 1 hour
10.30am the time the oMT of OMT
material session Session
announcement | commences
is released
(3) 10.31am until 1 hour from 3\ 3\
11.00am the time the
material
announcement
is released
4 11.01 a.m. and From the time
before 12.30 the
pm material > >
announcement After VWAP of
is released 3.30pm OMT session
until 12.30 from 2.30pm
pm to 3.30pm
5) 12.30pm until No trading halt
1.30pm will be
Imposed / j
(6) 1.31pm until 2.30pm to | After 4.30pm VWAP of OMT
2.30pm 3.30pm session
from 3.30pm to
4.30pm
©) 2.31pm until 1 hour from 1 hour after VWAP of 1 hour
3.00pm the time the OMT of OMT
material session Session
announcement | commences
is released
1 hour from
(8) 3.01pm until the time the
3.30pm material
announcement
is released Next Next Market
Market Day VWAP
Day 1 hour of OMT
9) 3.31pm and From the time after OMT session from
before 5.00pm the session 9.00am to
material commences 10.00am
announcement
is released
until 5.00pm

29 December 2010
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The Participating Organisation must ensure that it complies with the obligations in
Rule 91002.5(2) for a Direct Business Transaction involving the sSecurities
mentioned in Rule 91003.1(3), in the following circumstances:

(a) if the price at which the Direct Business Transaction is transacted is either
more than 15% abeve-or less than 15% below-of the VWAP referred to in
Rule 91003.1(3) (“OMT VWAP"); or

(b) if the price at which the Direct Business Transaction is transacted is either
more than 15% abeve-or less than 15% below-of the Reference Price, where
there is no OMT VWAP.

29 December 2010
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_ - - Comment [B17]: This rule is deleted as the
same is already provided in Rule 1101.

9 29 December 2010
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RULE 96581004 AMENDMENTS AND CANCELLATION OF DIRECT
BUSINESS TRANSACTIONS

1004.1 Amendments and Cancellation

@)

@)

10

AH Direct Business Transactlons that is reported to the Exchanqe in_accordance with

cannot be cancelled eneeu%&reek&&smess##ansae&en&hav&beewrepeﬂe&te
cho-Eeehong ot eoninnnds

A Participating Organisations aremay only permitted-to-amend any details of a Direct
Business Transactions which-have-been reported to the Exchange in accordance with
Rule 1002.2(1) and-confirmed-provided that:-

(@) the amendment is recessary-arising from a keying-in error by a Participating
Organisation-; and

(b) the amendment is effected not later than 5.15 p.m. on the day en-which-the
Direct Business Transaction is reported.

Participating Organisations shall-ensure-thatmust submit a report of the amendments
effected irunder Rule 910054 (2) above-shall-be-submitted-to the Exchange before
the commencement of trading on the next mMarket éDay.

29 December 2010

Comment [B18]: Amended to clarify that all
DBTSs that are reported to the Exchange are firm
contract and that no amendment or cancellation
of DBTs are allowed.
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RULE 96631005 FAILURE TO DELIVER OR TO MAKE PAYMENT

PURSUANTEOR TO-A DIRECT BUSINESS TRANSACTION

1005.1 Action by the Exchange

M

@)

11

Even if the Clearing House allows for partial delivery and settlement of a Direct
Business Transaction, this does not prejudice the rights of the Fhe-Exchange may-to
take action against the selling Participating Organisation for any failure to deliver
sSecurities_in full in accordance with Rule 1001.3(2).the- FBSS-whetheritis-a-total-or
partial failure..

The Exchange may take action against the buying Participating Organisation for any
failure to settle the amount due underfor a Direct Business Transaction in accordance
with the-FBSS the Clearing House Rules.

29 December 2010
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RULE 9671006 SECURITIES COMMISSION LEVY

RULEQOFAL—LEVWY
1006.1 Claim

(1) Participating Organisations will-be-solelyrespensible-te-must pay to, or claim from,
the Securities Commission the difference on the levy imposed by the Securities
Commission arising from the failure of a buying or selling Participating Organisation in
accordance with Rule 907-1005-abeove.

[End of Chapter]

12 29 December 2010
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CHAPTER 101 COMMISSION AND OTHER FEES AND
CHARGES
RULE 11601 BROKERAGEDEFINITIONS

Definitions

Definitions:—Forthe-purpeses-hereinln this Chapter, unless the context otherwise requires;—

eCash uUpfront means—fullFull payment by the buying Client to the buying

Client's Participating Organisation for the purchase of Securities
prior to the entry of the order to purchase into the ATS_on the
same day the Securities are purchased. Full payment sha#l-must
be in the form of cash or any other mode of payment where
clearance of or good value is given to the mode of payment
prier-to-the-entry-of the-erderon the same day the Securities are
purchased.

Contract Value } . R

Intraday Tradd

(@ the-The total value of the-sSecurities_of the same counter
a Client purchases or sells —purchased-or-sold,—as-the

case may be, by a Participating Organisation-on-behalf-of
a—clieptin any-market-daya Market Day-pursuant-to-any
-

° :
price-at-which-the securities were purchased or sold;_or,
as the case may be PROVIDED THAT -

(b) if the Client instructs for the transaction described in
paragraph (a) above to be reflected in more than one
contract, the value of Securities for each contract.

The value of Securities is determined with reference to the price
at which the Securities were purchased or sold.

amount_bought) of Securities of the same counter within the

same Market Day.

Minimum Fixed The following minimum fixed commission:

Commission

(a) for trade other than Retail Trade

29 December 2010

1

Comment [B1]: Moved from previous Rule
1001.1(9).

Comment [B2]: This definition was previously
in Rule 1001.1(3). We have simplified this
definition to the effect that contract value is the
total value of securities of the same counter
purchased in a given Market Day. If the client
instructs for the contract to be broken into more
than one contract, the contract value will be the
value of securities for each contract.

Comment [B3]: Included a new definition of

“Intraday Trades” for clarity. If for example, the
Client buys 10 lots and sells 5 lots, there is an

intraday trade in respect of 5 lots — the amount
that was bought and subsequently sold within

that same Market Day.

Comment [B4]: Previously in Rule
1001.1(6)(a) and referred to as Minimum Fixed
Brokerage. Now all references to brokerage will
read “commission” .




©0nline rRouted
{Trade

rRetall {Trades
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0] on transactions in loan instruments
RM2.00;
(i) on any other transaction RM40.00.

(b)  for Retail Trade

(i) where the Contract Value is RM100,000 or below,
the minimum commission payable shall be
calculated at 0.6% of the Contract Value or the
amount prescribed under paragraph (a) above,
whichever is higher;

(ii) where the Contract Value exceeds RM100,000, the
minimum commission payable shall be calculated at
0.3% of the Contract Value or the amount
prescribed under paragraph (a) above, whichever is
higher;

(iii) where the trade is an Intraday Trade, the minimum
commission payable shall be calculated at 0.15% of
the Contract Value or the amount prescribed under
paragraph (a) above, whichever is higher.

means-trades-Trade arising from an order routed by a eClient to

the Participating Organisation _through the—Participating
Organisations—Eelectronic order routing —Client-Ordering

Ssystem_for submission into ATS and includes an order routed

through Direct Market Access.-as-envisaged-in-the-Exchange’s

RW—WWR{FH—M—Z@MW

means-tTrades or transactions other than trades or transactions
by or on behalf of:

(a) life insurance companies;

(b) general insurance companies;

(c) superannuation or employees provident funds;

(d) banks, including merchant banks and co-operative banks
established or licensed to operate in Malaysia under the
laws of Malaysia or elsewhere under the laws of the

jurisdiction concerned;

(e) a wholly-owned subsidiary of the institutions under
paragraph (d) above;

(f)  finance companies;

(g) asset management companies and unit trust management
companies;

(h)  trust companies or institutions;

(i)  co-operatives established under statute;

29 December 2010
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o

(m)
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central, state or local government-owned or linked funds;
members or member companies of recognised stock
exchanges;

securities dealers who are not members of such
recognised stock exchanges but who are authorised to
carry out the business of dealing in securities by the
relevant authorities in jurisdictions of the recognised stock
exchange; and

any other institutions or types of as determined from time
to time by the Committee.

29 December 2010
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RULE 11602 COMMISSION

RULE-110012.1RATESRates

_ — - 7| Comment [B5]: Covered under the amended
Rule 1102.1(1)

(1) A Participating Organisation must charge the Participating Organisation’s Client, commission
for every buy and sell trade executed for the Client, at the rate set out in Schedule 7.

2) If Where-a Participating Organisation acts for both the seller and the buyer in any-benafide-a
transaction, the Participating Organisation must charge both the seller and the buyer
commissionbrokerage as-_at the rate set out in Schedule 7preseribed-in-this-Rule-1001-shall

B e o el b
(B]) __ _ A Participating Organisation and a Dealer's Representative mustnot: _ _ - - Comment [B6]: Incorporating Rule 1001.6(1)
in relation to sharing of minimum brokerage
(a) share any commission the Participating Organisation or Dealer's Representative here for a better flow of the Rules.

receives in connection with a trade executed for a Client with any person except as
provided in Rule 310.6(3); and

(b) give any rebate on the commission that results in the Client paying less than the
minimum commission set out in Schedule 7.

©)

~ 7| Comment [B7]: Previously Rule 1001.7. The
amendments are to add clarity to the rules.

in the Recoqnlsed Stock Exchanqes shaH—be—eha#ged—at the rates stated pu%suam—te—thts
Chapter-in Schedule-7 or the rates applied by the rRecognised sStock eExchanges threugh

which-such-securities-are-transacted;-whichever is higher.

which sets out the other definitions for this
Chapter — see above.

ee*met‘m‘e‘p’*pemmmed'l ,,,,,,,,,,,,,,,,,,,,,,,,,,, i - ‘{Comment [B8]: Moved to Rule 1101.1(1)

Comment [B9]: Basis for calculation of
commission is now set out in a table for clarity
and so that the same is easier to understand.
See table in Schedule 7.

4 29 December 2010
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_ — - 7| Comment [B10]: Since the rate is now
negotiable subject to either a minimum or
maximum charge (or both), it is no longer
necessary to state that POs are permitted to
give discounts to their employees.

_ - - Comment [B11]: Moved to Rule 1101.1(1)
above.

6 29 December 2010
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p

-| Comment [B12]: Unnecessary. For our
regulatory purposes, we are more concerned
with ensuring that POs comply with the
minimum and maximum commission rates
required to be charged. POs must be able to
evidence compliance with this requirement by
showing us records relating to the same, not
necessarily the contract notes. Investors are still
protected as the regulations issued pursuant to
section 90 of the CMSA specify the

| requirements on contract notes.

~

Comment [B13]: To clarify what previously
used to be termed as net contracts i.e. setting
off a buy Contract against a sell Contract
kentered into by the same Client.
>

~| Comment [B14]: We are proposing to do
away with this rule as this is a matter that
should be agreed to between the PO and the
PO’s Clients and not something the Exchange
| regulates.

-
-| Comment [B15]: We are proposing to do
away with this rule as this concerns primary
market activities governed by SC and it is not
 regulated by Bursa.

-
-| Comment [B16]: Amended and moved to

Rule 1102.1(3) above for a better “flow” of the
| Rules.

PUEBL@G&J—@*‘ERSEAS%EGUW%L ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, - - {Comment [B17]: Incorporated into 1102.1. ]

8 29 December 2010
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RULE 110023 LEVY-BY-SECURIHES-COMMSSIONOTHER FEES AND CHARGES

RUI:EllQO2§.1FFRANSAGﬂGN—ONJFH%$QGK—MA—RK-EFLeVV by Commission|

(a) Securities recorded on the Exchange; or l

(b) Securities notified to the Exchange in accordance with these Rules. !

\

(2) Pursuant to the Securities Commission (Levy on Securities Transactions) Order 1995, every !

selling Participating Organisation and buying Participating Organisation must pay to the |

Exchange, for the account of the Commission, a levy on a Transaction as stipulated in
Schedule 8.

29 December 2010

\ | within the specified time frame.

\
\\[Comment [B24]: Moved to Schedule 8. ]

- -| Comment [B18]: To refine the structure of the
Rules, SC Levy to be a sub-heading under
“Other Fees and Charges”

Amendments have been made to clarify and
improve the “flow” of this Rule in the following
manner:

1. that SC Levy is payable;

1. how SC Levy is derived if both clearing fee
and commission is payable on the Leviable
Transaction —0.0075% from clearing fee,
0.0075% from commission;

4. how SC Levy is derived if only commission
(no clearing fee) is payable on the Leviable
Transaction;

5. how SC Levy is derived if only clearing fee
(no commission) is payable on the Leviable
Transaction;

6. how SC Levy is derived if neither
commission nor clearing fee is payable;

7. the cap on the portion of SC Levy payable
from clearing fee;

8. that the Exchange collects the SC Levy for
the SC;

9. that POs and the Clearing House must
submit their respective portions to the Exchange

!'|| POs should note that no cap is applicable for
the portion of SC Levy payable from
'l commission.

Comment [B19]: This is deleted as the levy
payable is already prescribed under the new
| Rule 1103.1(2)

Comment [B20]: This term is now defined as
we are bringing the SC Levy provisions in line
with the Securities Commission (Levy on
Securities Transactions) Order 1995. It will be
clarified that SC Levy is based on the purchase
price of securities recorded on the Exchange or
securities notified to the Exchange in

| accordance with these Rules.

Comment [B21]: Unnecessary as this is
| covered in the other rules in this Rule 1103.1.

Comment [B22]: Unnecessary as on-market
transactions and Direct Business Transactions
| are contracts recorded on the Exchange.

\[ Comment [B23]: Moved to Schedule 8. ]

Comment [B25]: Moved to Schedule 8. We
have split this Rule to cater specifically for
bought contracts and sold contracts to clarify
the Rule.

= ‘[Comment [B26]: Moved to Schedule 8. ]
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IRULE 11003.22Clearing feesCLEARING FEES|

(1) A Part|C|pat|nq Orqamsatlon must pay to the CIeannq House Gleaﬂngycleann fees payable

10 29 December 2010

Comment [B27]: Instead of prescribing the
details, we will be setting out the principle that if
there is a cap on the clearing fee, there will be a
corresponding cap on the SC Levy payable
from the clearing fee. This way, the rule will be
flexible and be able to accommodate any
change in the clearing fee cap.

Comment [B28]: The obligation on the PO to
pay the Exchange, for the account of the
Commission, the SC Levy is already in Rule
1103.1(3) above. It is unnecessary to place, in
these Rules, the obligation on the Clearing
House to remit the levy to the Exchange and
this is why we are removing it.

Comment [B29]: To refine the structure of the
Rules. Clearing Fees to be a sub-heading under
“Other Fees and Charges”

Comment [B30]: Amended to place the
obligation on the PO to pay the Clearing House
the clearing fees as the Clearing House
determines.

Comment [B31]: Unnecessary as “Clearing
House” is defined in Rule 101.1(1) to mean the
clearing house known as “Bursa Malaysia
Securities Clearing Sdn Bhd” and any other
clearing house as may be designated by the
Exchange .
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29 December 2010

Comment [B32]: Moving this requirement to
pay the Exchange a system maintenance fee to
Paragraph 4.2 of Directive No. [300-001]. This is
because we are restricting this Chapter to
payments a PO needs to make other than
payments the Exchange specifies e.g. rate of
commission, SC Levy and clearing fee. This is a
system maintenance fee that is imposed by the
Exchange on POs and as such should not be in
this Chapter.
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29 December 2010

Comment [B33]: Moving this rule that
empowers the Exchange to require POs to pay
such monthly or other fees and charges for the
privileges of trading on the Exchange and the
use of the Exchange’s trading facilities as the
Exchange may determine to Paragraph 4.3 of
Directive No. [300-001] and Rule 301.8. This is
because we are restricting this Chapter to
payments a PO needs to make other than
payments the Exchange specifies e.qg. rate of
commission, SC Levy and clearing fee. This will
be a fee that is imposed by the Exchange on
POs and as such should not be in this Chapter.

Comment [B34]: This has been included in
Rule 301.8(2) as the Exchange should have
the power specified in the rule in relation to the
non-payment of all fees and charges payable to
the Exchange and not only to non-payment of
subscription and calls.
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RULE-1006 ASHTFTO EE\A'E\AA ,,,,,,,,,,,,,,,,,,,, _ — - 7| Comment [B35]: Unnecessary in view of our

general power under Rule 201.1(2)(b) to add to,
vary, repeal, enforce or waive any of these

RULE 10061 REVIEW . OF RATES Rules.

[End of Chapter]
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CHAPTER 12% FINANCIAL-RESOURCES RULES; CAPIHAL-ADEQUACY
REQUIREMENTS ANB-ACCOUNTING, AUDIT AND
FINANCIAL REPORTING REQUIREMENTS

have been moved to the new Chapter 13.

%%WMS‘ 7777777777777777777777 i - ‘[Comment [Bursal]: All capital requirements ]

_ — -7 Comment [Bursa2]: Doing away with the
requirement for a reserve fund to allow POs the
flexibility to manage their own funds. We will
focus on and monitor the PO’s Effective
Shareholders Funds and CAR.

RULE 121021 FINANCIALRECORDS-ANDRERPORHNGACCOUNTS AND FINANCIAL

REPORTING

RUEE-121021.1 MAINTENANCE- OFHNANCIAL-RECORDSAcCcounts

(1) Every-A Participating Organisation shal-mustmaintain keep-orcause-to-be-maintained-on-a __ - | comment [Bursa3]: This rule sets out the
continual-basis—_up-to-date_accounting and other books and records. The accounting and general principle that a PO must keep up-to-
other books and records must: date accounting and other records. The details

of what exactly the accounting and other

. , . . records must reflect will be included in the
@ comply with the Exchange’s requirements; and directives on accounting and financial reporting

requirements in the PO Manual.

(b) be kept for a period of not less than 7 years from the date the records are first
prepared.-in-a-form-and-mannerwhich—

1 29 December 2010
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Comment [Bursa4]: Doing away with
duplication. There is already a general provision
in Rule 301.6 requiring the PO to comply with
Securities Laws.

Comment [Bursa5]: Moved to the directives
on accounting and financial reporting
requirements in the PO Manual as the directives
are operational in nature.

Comment [Bursa6]: Covered under Rule
501.4 and PO Manual i.e. Directives 500-001

Comment [Bursa7]: Included under Rule
1201.1(1)(b) above.

wr—%r—ﬂ/r—Ar—R

Comment [Bursa8]: Covered under Rule
501.4 and the PO Manual which requires POs
to ensure the integrity, security and
confidentiality in the transmission and storage of

L all records including accounting records.

o Jo o 0

N
Comment [Bursa9]: Unnecessary in light of

the general requirement in 602.1(3) that all
relevant Rules are applicable to branch offices

L of the PO

A Participating Organisation shal-must prepare-and-submit to the Exchange sueh-all financial -~

reporting_statements reperts—within—such—time—as—the Exchange—may—#em—ume—te—ume
stipulate_specifies within the period specified. The financial reporting statements must comply
with the Exchange’s requirements-

Comment [Bursal0]: Plain language drafting.
Incorporating the principle that the financial
reporting statements must comply with the

L Exchange’s requirements.

( N
-| Comment [Bursall]: Moved to the directives

on accounting and financial reporting
requirements in the PO Manual. The principle
that the financial reporting statements must
comply with the Exchange’s requirements is set

| out in Rule 1201.2 above.

-
Comment [Bursal2]: We are doing away

with the requirement of having specific persons
sign reports. Rule 501.9 allows an authorised
person to sign the report. However, POs and
Registered Person(s) must ensure that all
information provided that is within the scope of
responsibility of that person is complete,
accurate and not misleading. Also, if such
person becomes aware that the information
provided is incomplete, inaccurate or
misleading, such person must promptly inform
us. If the Registered Person(s) fails to do so, he

kwiII be accountable. See Rule 501.9

N
Comment [Bursal3]: There is already a

general power on the Exchange to issue
directives, rulings for the purposes of these
Rules. POs would have to comply with these

L directives, rulings etc.

29 December 2010
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_ — - 7| Comment [Bursal4]: Unnecessary as we
have the general power to inspect under Rule
1401.2.

3 29 December 2010
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RULE1103—RISK-MANAGEMENT-ANDBINTERNAL-CONFROL

4 29 December 2010
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RULE 12102 STATUTORY AUDm 77777777777777777777 _ — - 7| Comment [Bursal5]: Previously Rule 1201.
Moved here to refine structure of the Rules as
this rule on statutory aud!t and annual report
) ANNUAL STATUTORY-AUDIT AND-ANNUAL REPORT relates to financial reportmg.Ma_rk-qp shows
RULE121032.1 h Annual statutory amendments made to the wording in the
audit and Annual Report previous Rule 1201.1.
1) Every—A Participating Organisation shal-must have an auditor to audit eadse—accounts
relating to its-the Participating Organisation’s business to-be-audited-by-a-company-auditor
{“statutory-auditoryfor each financial year of-the-Participating-Organisatien-in accordance with
the Companies Act and Capital Markets and Services Act_(“Statutory Auditor”).
2) EverLA Partlmpatlng Organlsatlon mustsha”—fu;msh—te—th&éxehange—and—au—relevam
_ — - | Comment [Bursal6]: The requirement for a
pene&asqsemuﬁed%%theﬁteleva#%ta&u{waumemy submlt to the Exchanqe amaudﬁed PO to furnish the relevant audited financial
financial-statement;the accounts audited by the Statutory Auditor as stipulated in Rule Sta‘emgﬂwﬁlmhe’ StletUt?fV,allﬂhom'eS Is
12202.1(1) (“Annual Statutory Audit Report”) any—etherdocuments—deemed—Recessary—or coveredinheliespectiveliegieation;
expedient-and an Annual Report-stating— within 3 months after the close of the financial year.
The Annual Statutory Audit Report and Annual Report must comply with the Exchange’s
reqguirements.
3) The Annual Statutory Audit Report must contain the Statutory Auditor’s opinion on whether
the Participating Organisation has complied with the relevant requirements in these Rules
and laws on the Participating Organisation’s financial position and treatment of Client's
assets.
_ — - Comment [Bursal7]: The detailed
requirements of an audited financi_al statement
(34) Each-A Participating Organisation shal-must, within 2 months from commencing business as and an Annuaﬁ?pon_a{e set out 'g_the_ _
a Participating Organisation, retify-inform the Exchange; in writing; of-ary-change-te; - ;‘fg%‘gtﬂgnigl RETEE (eI IS
(a) the date of its-the Participating Organisation’s financial year end; and
(b) the name of the statutery-auditerStatutory Auditor who will furnish the Annual Report.
(45) A Participating Organisation

commencing or resuming business-after the coming-into-effect of
these-Rules-shall-must inform the Exchange in writing of any change to the financial year end
or the Statutory Audltor of the Partlcmatlnq Orqamsatlonwnhwktw&%nemhsﬂaﬁe{—sueh
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RULE 121043 SUSPENSION OF INTEREST AND
PROVISIONS FOR BAD AND DOUBTFUL DEBTS

RULE-121043.10BLIGATHON-TFO-COMPLY-WITH GUIDELINESDIrectives
()

A Partlmpatmg Organisation shaiLmust must comply Wlth the Exchanqe s Directives which sets out

the minimum requirements on : _

(a) the treatment of interest charged_by the Participating Organisation to a Client; and

(b) the impairment provisions for bad and doubtful debts irrespective of whether such
debts have been assigned; . _

RULE 121043.32 DUTY-TO DISCLOSEDuty to disclose
(1)___ A Participating Organisation must sha-ensure that the relevant information on suspension of _ _

interest and provision for bad and doubtful debts are disclosed ensure—disclosure—of-the
following-in its-the Participating Organisation’s audited financial statements—.

6 29 December 2010

Comment [Bursal8]: The guidelines on the
suspension of interest and provision for bad and
doubtful debts will be removed from the Rules
and included in the PO Manual as these

L guidelines are prescriptive in nature.

-

Comment [Bursal9]: The inclusion of these
words is unnecessary as it is a given. Doing

| away with redundancy.

7| Comment [B20]: Unnecessary to include this

rule as Rule 1203.1(1) has been amended to
state that at minimum, a PO must comply with
the Exchange’s Directives. This means that a
PO is free to adopt more stringent standards. As
for having effective systems of controls and
procedures to ensure compliance with
standards in general is covered in Chapter 5
where a PO must have adequate written
policies and procedures to prevent any
contravention by the PO or any Registered
Person(s) of the PO’s own internal policies and
procedures which will include the stricter

L standards.

Comment [Bursa21]: The details of what
should be included in the audited financial
statements in relation to suspension of interest
and provision for bad and doubtful debts has

L been moved to the PO Manual.

Comment [Bursa22]: Unnecessary as we
have a general power under Rule 201.1(2)(b) to
add to, vary, repeal or waive any of these Rules.
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_ - - 7| Comment [Bursa23]: All capital requirements
have been moved to the new Chapter 13.
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.
Lo

PRR = . ) .

PRE = Position Risk-Requirement ' ) .
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_ — - 7| Comment [Bursa24]: All capital requirements
have been moved to the new Chapter 13.
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CHAPTER 13 CAPITAL REQUIREMENTS

RULE 41651301 CAPHALABEQUACY REQUIREMENTSGENERAL

RULE1105A1301.1  INVESTMENTBANKSInvestment Banks

6)) An Investment Bank must comply with the capital adequacy requirements the Central Bank

stipulates. The Central Bank’s capital adequacy requirements will form part of these Rules. In
relation to the capital requirements stipulated in Chapter 13, only Rules 1302.1 and 1303.2
are appllcable to an Investment Banklhe;eapttaladeqaaewreqtﬁemeﬂtsﬁuwelaﬂen%ﬁan

meanings in this Chapter unless the context requires otherwise.—

Term Meaning
Capital Adequacy Ratio

linking the hqutd—eapﬂal—ef—th&Partlmpatlng Organisation’s
Liguid Capital to total risks faced, calculated as follows:the

Liguid Capital

Total Risk Requirement

1 29 December, 2010

Comment [Bursal]: Deleted as this is the
rationale for the rule on Capital Adequacy
Requirements and it is unnecessary to state the
rationale for a rule in the Rules.

Comment [Bursa2]: To make it clear that an
IB need not comply with the capital
requirements in this Chapter unless stipulated
otherwise. To keep the Rules flexible we will
not be naming the specific guidelines. Instead,
we will be making a general reference to the
requirements e.g. the capital adequacy
requirements the Central Bank stipulates.

Comment [Bursa3]: Deleted because in line
with plain language drafting it is enough to say
an IB is not required to comply with the capital
adequacy requirements in this Chapter unless
otherwise stipulated. Further, to simplify the
Rules, we have extracted the provisions
expressed to be applicable to IBs and set them
out specifically in the new Rule 1303.2.

Comment [Bursa4]: Unless otherwise stated,
amendments have been made in line with plain
language drafting. Also, we have made it clear
which terms are defined by capitalising the
defined terms.

Comment [B5]: To simplify the rules, we have
set out the formula itself rather than setting the
formula out in words.

Comment [B6]: Moved to the directives on
CAR

Comment [B7]: This term is not used in this
Chapter

)

Comment [Bursa8]: Moved to the directives
on CAR

)




Core Capital

Counterparty

Counterparty Risk

Counterparty Risk
Requirement or CRR

Debt

Debt Securities

Derivatives

DF Account

Effective Shareholders’
Funds

derivativeEquityExchange
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m%h&m%ﬂa{ﬂapa&m&@rgamsa&en—meaﬂsm&ﬁe level

of financial resources or capital maintained in a readily
realisable form to meet its—the Participating Organisation’s
Operational Risk Requirement, as—computed—calculated in
accordance with—Sehedule—8A_the Directives issued by the

Exchange.

fReans-anRy-A person or Client with or for whom a Participating
Organisation carries on, or intends to carry on, any dealings-in
seeuritiesDealings in Securities.

means-the-The risk of a eeunterpartyCounterparty defaulting on
its—the Counterparty’s financial obligation to a Participating
Organisation.

, . i The

amount necessary to accommodate a glven level of its-the
Participating Organisation’s Counterparty Risk, as-calculated in
aceordance-with-in the manner the Exchange determinesRule

means-borrewed-Borrowed funds represented-by-a-security-or
instrument-that must be repaid by the issuerborrower to the
lender.

Securities listed or unlisted of which the underlying asset
comprises of debt and includes Fl Securities.

Derivatives products traded either on an Exchange or OTC.

shaH—have—the—same—Same Same _meaning as in_“BF-Account”

the Exchange's Directives on provision of
discretionary financing by

Diseretionary—Finaneing—By—a  Participating Organisation
Organisations-Tto Fheir-the Participating Organisation’s Clients
el o ol e Dlee o D bl

The
Participating Organisation’s last audited shareholders funds
less unaudited losses.

means—an-An_instrument evidencing rights, futures or eptions
Options, Debt Securities or securities which are Exchange

Traded Derivative

Equity
Securities

Traded in-or—to-seeurities—which—derive—an—existence—from

where the value of the
instrument which—is dependent on the sum of its underlying
investment.

means—seecurities—Securities other than debt—securitiesDebt
Securities.
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exchange-tradedExchange means—traded-Traded or listed on an—a Recognised sStock
Traded exchangeExchange.

_ _ — - | Comment [Bursa9]: Moved to the directives
on CAR

Securities, Malaysian Treasury Bills, Government Investment
Issues, Cagamas Instruments, commercial papers, medium
term notes and private debt securities but excludes Debt
Securities that are listed on the Exchange.

) tiesHvbrid ) " " } A

Securities combination of a-conventional securities and an—embedded
derivatives and—which—that may consist of virtually any
combination of twe—2 or more financial instruments building
blocks. For example, -e-g—a combination of bond or note, swap,
forward or future, or eptienOption.

__Government_Investment incorporation of the CAR requirements for
activities in debt securities into this Chapter.

Fl Securities Fixed income securities including Malaysian Government '/Wcommem [B10]: Consequential to the

_ — - | Comment [Bursall]: Moved to the directives
on CAR

i - W Comment [B12]: Moved to the directives on
CAR

— — | Comment [B13]: In the Rules, the obligation
on POs would be to inform the “Exchange” and
not specifically a department of the Exchange.
We will specify in the directives on CAR which

Large Exposure Risk means—The risks to—which—a Participating Organisation is zgﬁggﬁdepmtmemmme Exchange s to be

exposed to arising-from_a proportionally large exposure to:-the

(@) i
particular esunterpartyClient or Counterparty;

(b) a-proportionallylarge-expesure-to-a single ESHQFM7 - ‘[Comment [Bursal4]: Issuer is a defined term

in Rule 101.1(1)

29 December, 2010



Large Exposure Risk
Requirement

Liquid Capital

Liquid Margin

Margin Financing On-
Pledged Risk

Margin Securities

mark-to-marketMark to
Market

Minimum Operational Risk
Requirement
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of debtDebt Securities;

(c) c——prepopdanalbe—large—oesre e g single
seeurityequity.

The
amount necessary to accommodate a glven level of its—the
Participating Organisation’s Large Exposure Risk, as-calculated
ir—acecordance—with—in _the manner the Exchange
determinesRute-1105.8.

The
Participating Organisation’s financial resources or liquid capital
maintained in a readily realisable form to meet its—the
Participating Organisation’'s Total Risk Requirement, as
calculated in—accordance—with-Rule-1105.4in the manner the
Exchange determines.

m—relaﬂen—te—a—Pa#Hemaﬂ%}g—Grgamsaﬂen—meaﬂs%&The

amount in excess of a Participating Organisation’s quuld

Capital after deducting the Total Risk Requirement.

means—the-The risks to-which-a Participating Organisation is
exposed to from Onward Pledged MFF Collateralseeurities-held

has-the-sameSame meaning as in assigned-te-that-expression
under-Rule 67068.8.

in-In_relation to securities, means-to value the securities at-its
based on the closing price of the securities on a market
dayMarket Day.

means—the—The absolute minimum amount necessary to
accommodate the Operational Risk of a Participating

determined—in—accordance—with—set _out _in  Rule

1105.5(3)13205.3.

29 December, 2010

Comment [B15]: Deleted as this definition is
in Rule 101.1(1).

Comment [B16]: Deleted as this definition is
in Rule 101.1(1).

Comment [B17]: Moved to the directives on
CAR

Comment [B18]: Moved to the directives on }
CAR

Comment [Bursal9]: Moved to the directives
on CAR

1305.3 sets out the Minimum Operational Risk

Comment [Bursa20]: Unnecessary as Rule
Requirement.




Onward Lent Margin
Securities

Onward Pledged MFF
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Margin Securities that a Participating Organisation onward
lends to a third party under Securities Borrowing and Lending.

Securities the Participating Organisation holds as collateral

Collateral

Operational Risk

Operational Risk
Requirement

Position Risk

Position Risk Requirement

or PRR

Related or Associated

under a Margin Financing Facility that the Participating
Organisation onward pledges to a third party as security for a
Debt the Participating Organisation owes to the third party.

means-the-The risks to-which-a Participating Organisation is
exposed to arising-from inadequate management of operational
risk and includes risk of fraud, operational or settlement failure
and shortage of liquid resources.

in—relation—to—a—Participating—Organisation,—means—the—The

amount necessary to accommodate a given level of its-the
Participating Organisation’s Operational Risk; as—stipulated
whRder-set out in Rule £165:513205.2(1).

means-the-The risks to-which-a Participating Organisation is
exposed to arising-from securities held by it-the Participating

Organisation as principal and where-applicable,—shall-includes
Margin Financing On-Pledged Risk.

in—relation—to—a—Participating—Organisation,—means—the-The

amount necessary to accommodate a given level of the
Participating Organisation’s Position Risk, as—calculated in

accordance-with-in the_ manner the Exchange determinesRule

Person

; :the Participating Organisation’s
Related Corporations;

and not -more than fifty per cent (50%) of the issued
and-paid-up-capital-of such-corperationthe Participating

Organisation’s Associated Corporations; and

29 December, 2010
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CAR

Comment [B22]: Moved to the directives on

Comment [B21]: Moved to the directives on }
CAR }

- ‘[Comment [Bursa23]: This term is not used in }

this Chapter 13

Comment [Bursa24]: Moved to the directives
on CAR

Comment [Bursa25]: Deleted as this term is
not used in this Chapter.

Comment [Bursa26]: Moved to the directives
on CAR

Rule 1205.2 to here as this is more appropriate

Comment [Bursa27]: Moved from previous
as a definition instead of an interpretation.

Comment [Bursa28]: “Related Corporation”
is now a defined term in Chapter 1

Comment [Bursa29]: “Associated
Corporation” is now a defined term in Chapter 1




Risk Weighted Capital
Ratio

securities borrowing
andferlendingSecurities

Borrowing and Lending

Securities Borrowed or
Securities Lent

Total Risk Requirement

Underwriting Risk
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(ec) a director_of the Participating Organisation or person
considered connected with athe director under as
construed—in—acecordance—with—Section 122A of the
Companies Act;-1965.

shall-have-the-same-Same meaning as that-is-assigned-te-that
expression-in the Guidelines-ontnvestmentBanksguidelines on
Investment Banks issued by the Central Bank and
Commission.

has-the-same-Same meaning as in assighed-to-that-expression
asreferred-to-in-Rule 6086706.1(1).

means-any-Any securities borrowed or securities lent pursuant
under _Securities

B L i et

Borrowing and Lending. and-te-the-extent-that-If the securities
borrowed or securities lent consist of securities that have been
subdivided or consolidated; _or made the subject of a bonus
issue or an event similar to any of the feregeing_events
mentioned, the—expression—Securities Borrowed or Securities
Lent shal-have-the-following-meaningmeans:

(a) in the case of a subdivision or consolidation, the
securities into which the Securities Borrowed or
Securities Lent have been subdivided or consolidated;

(b) in the case of a bonus issue, the Securities Borrowed or
Securities Lent_ (as applicable) together with the
securities allotted by way of the bonus issue-thereon;
and

(c) in the case of any event similar to any of the-feregeing
the events__mentioned, the Securities Borrowed or
Securities Lent, together with or replaced by a sum of
money and/or securities (or both) equivalent to that
received-inrespecet-of-such-the value or amount arising
or _due in relation to the Securities Borrowed or
Securities Lent resulting from such event.

in-relation-to-a-Participating-Organisation,-means-the-The sum

of the Participating Organisation’s:

(a) _Operational Risk Requirement;;

(b) Position Risk Requirement;

() Counterparty Risk Requirement;;

(d) __Large Exposure Risk Requirement; and

() __Underwriting Risk Requirement—Subject—-Always—to—the
Rule-1105.10

Mean&an%nskyewhiehThe risks a Participating Organisation

is exposed to arising—from a-the Part|C|pat|nq Orqamsatlons
contlngent binding commitment
to acquire securities at a certain price and time.

29 December, 2010

|

Comment [Bursa30]: Deleted as S132G of
the Companies Act has been deleted by the
Companies (Amendment) Act 2007

Comment [Bursa31]: Redundant as we have
incorporated the requirements for calculation of
the risk requirements for margin financing
facilities into the relevant rules e.g. CRR in Rule
1207and PRR in Rule 1306.
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Underwriting Risk
Requirement or URR

. . T isation. The
amount necessary to accommodate a given level of its-the

Participating Organisation’s Underwriting Risk, as-calculated
in the manner the Exchange determinesaccordance-with-Rule

7777777777777777777777777777777777777777 _ — = -1 Comment [Bursa32]: Moved to Rule
1301.2(1) as part of the definitions. See above

" i " i for the amendments made to this Rule in line
with plain language drafting

29 December, 2010
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RULE 1302 CAPITAL REQUIREMENTS

RUHZLHQ%&.H PAID—UP—CAPITAL —AND—MINIMUM-—SHAREHOLDERS—FUNDS ///{

UNIMPAIRED BY LOSSES OF PARTICIPATING ORGANISATIONSMinimum paid-
up capital and minimum shareholders’ funds unimpaired by losses

Comment [Bursa34]: The minimum paid-up
capital and minimum shareholders’ funds
unimpaired by losses is set out in the new Rule
1302.1(1). Retaining this rule is unnecessary.

1) The minimum paid-up capital and minimum shareholders’ funds unimpaired by losses that

must be maintained by:

Comment [Bursa35]: Under section 67 of the
CMSA, a PO that does not meet the minimum
financial requirements must get the SC’s
consent if the PO wants to carry on dealing in
securities. We are doing away with this
sentence to avoid any inconsistency with
section 67 of the CMSA.

(a) an Investment Bank is as the Central Bank stipulates;
(b) a Universal Broker is RM100 million; and
(c) any other Participating Organisation is RM20 million.

=

Comment [Bursa36]: Covered under Rule
1301.1

8 29 December, 2010
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RULE 1303 CAPITAL ADEQUACY REQUIREMENTS

OBLIGATIONSObIligations of a Participating Organisation

- {Comment [Bursa37]: Plain language drafting ]

1. ZEWﬁd—GapﬂaL&ammme&gma{eHhan—mMRnsleReqwemend; and

(b) its-the Participating Organisation’s Core Capital is at all times greater-more than its
the Participating Organisation’s Operational Risk Requirement.

Reguirement to-Notify Exchange:Where at any one timelf -

{a)——its-a Participating Organisation’s Capital Adequacy Ratio Liguid-Capital-is equal to or
less than 1.2itsFetal-Risk-Requirement; or

{by——its—a Participating Organisation's Core Capital is equal to or less than its—the
Participating Organisation’s Operational Risk Requirement,

a-the Participating Organisation sha#t-must undertake the following actions:

@

(a) immediately roetify-inform the Exchange; and

(b) immediately devise and take corrective measures take—all—necessary—steps—to
increase its-the Participating Organisation’s Capital Adequacy Ratio to more than 1.2;

Comment [Bursa38]: To make it clear that a
PO must at all times maintain a CAR of more
than 1.2

(c) as soon as reasonably practicable or immediately upon the Exchange’s request,
inform the Exchange of the corrective measures intended to be taken or that have
been taken; and

(d) inform the Exchange immediately after all corrective measures have been taken.

records
Capital Adequacy Ratio in acgordance with the requirements of the Exchange.the

ts_on the Participating Organisation’s L|qU|d )

Capital, Total Risk Reqwrement Liquid Margin and Capital Adequacy Ratio_in the form the
Exchange requires.—-

29 December, 2010

relating to the Participating Organisation’s .

\
\

Comment [Bursa39]: Unnecessary as we
have a general power under Rule 201.1(2)(d) to
among other things, issue directives for the
purposes of or in connection with these Rules.

Comment [Bursa40]: Unless otherwise
stated, amendments are in line with plain
language drafting.

Comment [Bursa41]: Unnecessary to state
“for the purposes of complying with Rule
1205.3(1)” as there is already a requirement
that a PO must ensure that its Liquid Capital is
at all times greater than its Total Risk
Requirement and that its Core Capital is at all
times greater than its Operational Risk
Requirement. The requirement in this rule is for
the PO to calculate and monitor its Capital
Adequacy Ratio on a daily basis.

Comment [Bursa42]: Covered under Rule
1303.2(1)(a). Rule 1303.2(1)(a) refers to the
minimum level of Risk Weighted Capital Ratio
the Central Bank stipulates instead of as
prescribed in the Investment Bank Capital
Adequacy Framework. This amendment is for
consistency where the requirement for an IB is
to maintain the minimum level of RWCR
required by the Central Bank. Hence, it itsnot
necessary to refer to the Investment Bank
Capital Adequacy Framework.

Comment [Bursa43]: The details of how the
relevant information and records should be
submitted have been moved to the PO Manual.

Comment [B44]: The principle that a PO must
submit a return on the PO's Liquid Capital, Total
Risk Requirement, Liquid Margin and Capital
Adequacy Ratio in the form the Exchange
requires is in these Rules. The details have
been moved to the PO Manual.
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1303.2 Obligations of an Investment Bank|

(1) An Investment Bank must:
(a) ensure that the Investment Bank maintains the minimum level of Risk Weighted
Capital Ratio the Central Bank stipulates; and
(b) calculate and monitor the Investment Bank's Risk Weighted Capital Ratio on a daily
basis.
(2) An Investment Bank with a Risk Weighted Capital Ratio at the minimum level or less than

10

what is required by the Central Bank must:

(@) immediately inform the Exchange;

(b) immediately devise and take corrective measures to increase the Investment Bank’s

Comment [Bursa45]: By virtue of Rule
1301.1, all requirements in Chapter 12 do not
apply to Investment Banks except for Rule
1302.1 and this Rule.

Risk Weighted Capital Ratio to above the minimum level]

(c) as soon as reasonably practicable or immediately upon the Exchange’s request

inform the Exchange of the corrective measures intended to be taken or that have
been taken; and

(d) inform the Exchange immediately after all corrective measures have been taken.

29 December, 2010

Comment [Bursa46]: Included an obligation
on an IB to immediately take action to increase
the IB’s Risk Weighted Capital Ratio above the
minimum level
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RULE +105-41304 LIQUID CAPITAL

principle - = {Comment [Bursa47]: Plain language drafting ]

Q) Every-A Participating Organisation shalimust, in eemputing-calculating its-the Participating
Organisation’s_Liquid Capital, deduct all fixed or non-liquid assets. In_this Rule:Fer—the
purposes-of these Rules -

(@) "liquid assets" means securities or other current assets which-that have a ready
market, or which-that are capable of realisation within thirty(30) days;

(b) in relation to an asset, "ready market" means a market where the asset can be
realised without materially and adversely affecting is-that asset’s value.

:Computation of Liquid Capital _ - ‘[Comment [Bursa48]: Plain language drafting ]

_ — - 7| Comment [Bursa49]: As the details on
computation of Liquid Capital, namely the
sources of capital, specific excluded assets and
excluded asset types and contingent liabilities
are very specific, we have moved these details
to the PO Manual.

11 29 December, 2010
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Comment [Bursa50]: Moved to PO Manual.
See comment in Rule 1304.2 above.

)

29 December, 2010



Chapter 11132 —Financial-ResourcesRules;-Capital Adeguacy
Requirements and-Accounting-Reguirements

RULE 1105:51305 OPERATIONAL RISK

{1)1305.1 General-Principle:—General principle

Q) Every-A Participating Organlsatlon shall-must ensure that its-the Participating Organisation’s
Operational Risk Requirement is; at-al-times,—less than its-the Participating Oganisation’s
Core Capital.

{2)1305.2 Computation—of—OperatioralRisk—Reguirement:Computation of Operational
Risk Requirement

&)(1) Fhe—A Participating Organisation’s Operational Risk Requirement of—a—Participating
Organisatien-shall-must be the greater of:-

(@) the applicable Minimum Operational Risk—Ameunt—as—determined—under—Rule
1105.5(3) Requirement; or

{iy(b) twentyfive—percent{25%) of the Participating Organisation's annual expenditure
requirement based on the last auditor’'s report lodged with the Exchange for the

preceding twele(12) months.
b)(2) Neotwithstanding-Rule-1105.5(2)(a)the-The Exchange may;-atits-abselute-diseretion,-_require

a Participating Organisation to increase its-the Participating Organisation’s Operational Risk
Requirement if the Exchange is not satisfied that the internal controls of the Participating
Organisation are adequate.

£3)1305.3 Mintmum—Operational—Risk—Regquirement:Minimum __ Operational _ Risk
Requirement

(bl) A Participating-Organisation-which-is-a-Universal Broker shall-apply-must maintain a Minimum

Operational Risk Ameunt—Requirement of RM10 millionstiptiated—under—category—A—of
Schedule-8B.

(e2) A Participating-Organisation—which-is—a—Non-Universal Broker shal-apply-must maintain a
Minimum Operational Risk Ameunt-Requirement of RM5 millionstipulated-under-category-B-of

Schedule-8B.
@J%l3,0§ 4 AnnualExpenditure Requirement:Annual Expenditure Requirement
(1) A Participating Organisation must calculate the Participating Organisation’s Fhe—annual

expendlture requnement eﬁaﬁamapatmggrgamsanengqa#b%a#emated—wmm

in_the manner the

16 29 December, 2010

Comment [Bursa51]: Unnecessary to have
this explanatory rule. The following rules are
clear to set out the requirements for a UB and a
non-UB.

Comment [Bursa52]: The details of how a
PO must calculate the annual expenditure
requirement will be set out in the Exchange’s
directives on CAR in the PO Manual.
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{6)1305.5 Adjustment:Adjustment

(1) The Exchange may require a Participating Organisation to adjust its—the Participating
Organisation’s annual expenditure requirement if:—

(@) there has been a significant change in the circumstances or activities of the
Participating Organisation; or

(b) the—Participating—Organisation—has—a material proportion of its—the—Participating

Wexpendlture was incurred or accrued en—its—the—Participating

by third parties and-where such expenditure is known by the

Participating Organisation but wasis not fully recharged to the Participating
Organisation.

17 29 December, 2010
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RULE 1165.61306 POSITION RISK
{1)1306.1 General-Principle:—General Principle
(1) Subj ; A [Participating Organisation shaj-must calculate its.

the Participating Orqamsatlon s Position Risk Requirement for the securities listed below.—-

€) in—respeet-of-all-All_securities held by it-the Participating Organisation as principal,

including those held pursuant to its—the Participating Organisation’s intra-day
activities;

(eb) in—respect-of-all-All Securities Borrowed andfor Securities Onward-Lent for itsel-the
Participating Organisation as principal; and

(dc)  inrespeet-of-all-All securities other than Margin Securities held by itwhich-has-the
Participating Organisation that have been onward lent by it—the Participating
Organisation as principal for the purpose of securities—berrowing—and—lending

Securities Borrowing and Lending-;

(d) All Onward Pledged MFF Collateral; and

(e) All Onward Lent Margin Securities.

Requirement for equity and EguityExchange Traded Derivatives |nstruments

(1) A Partlcmatmq Organisation must Hr-caleulating-calculate the Position Risk Requirement in

for the Participating Organisation’s equity and egquity-derivative-EquityExchange
Traded Derlvatlve positions_in the manner the Exchange determines..—a—Participating

1) A Participating Organisation must calculate the Position Risk Requirement for Debt Securities

Comment [Bursa53]: This is redundant as
we have included in this rule, the requirement to
calculate PRR for (1) all securities held by the
PO as collateral under margin financing facilities
that have been onward pledged to a third party
(Onward Pledged MFF Collateral) and (2) all
Margin Securities that have been onward lent
as principal for Securities Borrowing and
Lending (Onward Lent Margin Securities).

Comment [Bursa54]: Unnecessary as Rule
1303.1(3)(a) already requires POs to calculate
the PO’s Capital Adequacy Ratio on a daily
basis. Capital Adequacy Ratio is calculated as
the PO'’s Liquid Capital divided by its Total Risk
Requirement. Further, Rule 1303.1(1)(a)
requires a PO’s CAR to be more than 1.2 i.e.
that a PO’s Liquid Capital is at all times greater
than its Total Risk Requirement by 1.2 times.

Comment [Bursa55]: The details of how a
PO must calculate the PRR for the PO’s equity
and Exchange Traded Derivative positions will
be set out in the Exchange’s directives on CAR.

Comment [Bursa56]: The method how to
calculate PRR for Debt Securities will be set out
in the Exchange’s directives on CAR.

in the manner the Exchange determines.

1306.4 Pesition-Risk-Reguirementfor-otherinstruments:—Position Risk Requirement for other

instruments

1) Where-A a-Participating Organisation intending to take has-a posmon |n an |nstrument for
which no treatment is specified under this Rule-1105Chapter ;
shall-must, at least 15 Market Days before the implementation or effective date of the

18 29 December, 2010
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Supems'fen—on the treatmem—calculatlon to apply-a Qpllcable to sueh—the—pes%mnstrumentf 1

(2) A Participating Organisation must, for that instrument, apply a Position Risk Requirement of
100% of the Mark to Market value of the mstrument until the Exchanqe determlnes the
appropnate calculatlon

19 29 December, 2010

Comment [Bursa57]: To require guidance on
the treatment to apply to such position to be
sought at least 15 Market Days before the
implementation or effect date of the instrument.
This is to ensure that the Exchange has
sufficient time to consider the treatment to apply
to such position as the same is not specified in
the Rules.

Comment [Bursa58]: Deleted as the
Exchange'’s directives on CAR will stipulated the
approaches a PO may use to calculate PRR.

Comment [Bursa59]: The types of positions
to be included in the calculation of the PRR for
the PO'’s equity and equity equivalent positions
will be set out in the Exchange’s directives on
CAR in the PO Manual.
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Comment [Bursa60]: This rule on the
Building Block Approach to calculate PRR will
be set out in the Exchange’s directives on CAR
in the PO Manual.

Comment [Bursa61]: This rule on the Margin
Method to calculate PRR will be set out in the
Exchange’s directives on CAR in the PO
Manual.

Comment [Bursa62]: This rule on the
Hedging Method to calculate PRR will be set
out in the Exchange’s directives on CAR in the
PO Manual.

Comment [Bursa63]: This rule on the Basic
Method to calculate PRR will be set out in the
Exchange’s directives on CAR in the PO
Manual.
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_ — - 7| Comment [Bursa64]: This rule on the
calculation of PRR for foreign exchange
exposure will be set out in the Exchange’s
directives on CAR in the PO Manual.

21 29 December, 2010
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RULE 4105-71307 COUNTERPARTY RISK
H1307.1 General-Prineipter-General Principle
(1) _Participating Organisation shal-must calculate i#s-the

Participating Organisation’s Counterparty Risk Requirement for all esunterpartyCounterparty
exposures arising from;—

(@) unsettled agency (including those under DF Accounts)-and-principat-trades;
{iy(b) debtDebt, contra losses and other amounts due;

{i(c) free deliveries;

{iv)(d) seeurities-borrowing-and-lending-Securities Borrowing and Lending transactions;

{»)(e) derivatives transactions;

{)(f) sub-underwriting arrangements; and

(q) Margin Financing Facilities; and

{vii)(h) other exposures the Exchange as-determined-determinesby-the-Exchange-from-time
to-time.

:Computation of Counterparty Risk

Regwrement

A Participating Organisation must t—caleulating—calculate the Participating Organisation’s

(3)1307.3

1)

Counterparty Risk Requirement—a—Participating-Organisation-shall-ebserve-thefollowing—_in
the manner the Exchange determines.

Exeeptionalinstruments:—Exceptional instruments

Where-If a Participating Organisationan-iastrument; -

(2)

() cannot be-elassified-classify an item or product under any of the items specified-in
Rule 1105-7(3)13207.1(1) or it is in doubt as to the classification of an item specified
in the said Rule 1105.7(1)13207.1(1); or

(b) is of the opinion that the item or product is not of a standard form,

the Participating Organisation shal-must, at least 15 Market Days before the implementation

Comment [Bursa65]: Deleted as we have
done away with Rule 1205.10 and incorporated
the requirements on margin financing facilities
in the relevant rules for example, we have
included in this rule on counterparty risk, the
requirement to calculate CRR for Margin
Financing Facilities.

Comment [Bursa66]: The details of how a
PO must calculate the PO’s CRR for will be set
out in the Exchange’s directives on CAR in the
PO Manual.

or effectlve date of the |tem or product , seek the Exchange’s direction

on the treatmen%calculatron to-apphy-applicable to

sueh-instrumentthe item or product.

A Parncmatrnq Orqanrsatlon must for that |tem or product aﬂd—uﬂtﬂ—sueh—trme—as—the

(3)

the— apply a Counterparty RISk Requwement ef—that—mstrument—shaﬂ—be—rts—tuﬂ—marlete—market
of 100% of the Mark to Market value of the item or product net of any collateral held. which

The Participating Organisation must ensure that the collateral the Participating Organisation

22

holds satisfies-satisfies the conditions preseribed-in Rule-1105.-7(6)(b);Directive 1303-001, the
Exchange specifies and deduct the applicable discounts after—deducting—the—applicable
discounts-preseribed-in-Schedule-8dthe Exchange stipulates.

29 December, 2010

Comment [Bursa67]: To require guidance on
the treatment to apply to such counterparty risk
to be sought at least 15 Market Days before the
implementation or effect date of the instrument.
This is to ensure that the Exchange has
sufficient time to consider the treatment to apply
to such risk as the same is not specified in the
Rules.
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_ — - 7| Comment [Bursa68]: The method how to
calculate CRR will be set out in the Exchange’s
directives on CAR in the PO Manual.

_ — - | Comment [Bursa69]: The principles in
calculating counterparty exposure and CRR will
be set out in the Exchange’s directives on CAR
in the PO Manual.

23 29 December, 2010
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{6)1307.4 Cellaterak:Collateral

HQSJ(@}&F%emphed-\Mth—‘ ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, _ _ - -| Ccomment [Bursa70]: This is actually a

repetition of the rule immediately after this rule

(bl) _ Conditions—to-becomplied——A Participating Organisation may use collateral or security and can be done away with.
including collateral placed by its-the Participating Organisation's Commissioned Dealer's = -~ 4 comment [Bursa71]: The conditions to be
Representatlve to reduce its—ecounterpartythe Participating Organisation’s Counterparty complied with before a PO may use collateral or

exposure in the manner the Exchange determines.only-if-the-fellowing-conditions-are-satisfied security to reduce the PO's Counterparty

exposure will be set out in the Exchange’s
directives on CAR in the PO Manual.

y — — 7| Comment [Bursa72]: The discounts that
A Parncmatmq Orqanlsatlon must must be applied by POs will be set out in the

discount the value of collateral held in the followmq forms in the manner the Exchange ’\EAXChaf:ge'S directives on CAR in the PO
anual.

determines:

(a) |n a form other than a quqn cash depo&ta—eeua{eical—held—by—a—llamerpanhg

(b) ___in aform of Debt Securites. _ _ — | Ccomment [Bursa73]: To incorporate this
requirement that previously was contained in
(d3)  Recenciliation—Every-A Participating Organisation must reconcile all collateral held by a-the R/R 10 of 2004 (capital adequacy requirements
Participating Organisation shal-bereconciled-at least once a month. for activities in debt securities).

— — | Comment [Bursa74]: This has been moved
to the Exchange’s directives on CAR in the PO
Manual as it specifies when deposits placed by
CDRs and commissions held by POs may be
applied against the clients of the CDRs.

#1307.5 Hedging:

(al) A Participating Organisation may hedge the Counter Party Risk Requirement of an equity ‘{Comment [B75]: This has been moved to the

~ position against a derivative position as envisaged—in—determined by the Exchange Exchange’s directives on CAR
1105.7(2)(0).

25 29 December, 2010
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The hedging may only be used to the extent that value of the equity underlying the derivative
position matches the value of the equity position.

determined in the manner the Exchange stipulatesaceordance with-Schedule 8F.

{8)1307.6 Additional—Counterparty—Risk—Requirement:Additional _Counterparty Risk
Requirement

1)

If the Exchange thinks that \Where,—in—the—opinion—of—the—Exchange,—a Participating

Organisation is exposed to a potential material loss in relation to any unsettled transaction,
the Exchange may require athe Participating Organisation to provide acceptable evidence of
the elient's-Client’s commitment to meet its-the Client's obligations on the due date_of that
commitment.

(2) Acceptable evidence of a elient's-Client's commitment to meet its-the Client’s obligations on

{(e)—Absence of-acceptable evidence:
(3) In the absence of acceptable eV|dence—as—FeqH#ed—uﬂder—Rule—1—]:95—7-(8)(b){ the Exchange

26

the due date may take the form of a documentary confirmation of the transactions concerned

supported-by-any-of the-following by:—
(ia) acceptable evidence of financial standing;
(iib) the provision of adequate security; or

(#c)  the provision of acceptable guarantees.

may%Msc—reﬁea—m{e% amongst other things, require a Participating Organisation to
increase its-the Participating Organisation’s Counterparty Risk Requirement by an amount not
exceeding i#ts—the Participating Organisation’s exposure to loss. Such—The Participating
Organisation’s exposure to loss is will-be-determined-as-the difference between the amount of
the elient's—Client's obligations and the amount of any assets available to meet such-the
obligations.

29 December, 2010

1

Comment [B76]: This has been moved to the
Exchange’s directives on CAR

Comment [Bursa77]: What is considered
acceptable evidence is already set out in Rule
1307.6(2) and there is no need to refer to it
again here.
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RULE +105-81308 LARGE EXPOSURE RISK

{1)1308.1 Principles-applicable-incaleulating-LERR:General principles

(@) General principle:
(1) A Participating Organisation shal-must eempute-calculate is-the Participating Organisation’s
Large Exposure Risk Requirement in-relation-te—for the Participating Organisation’s:

(i) its-exposure to a single elient-Client or counterpartyCounterparty;

(Hb) ts-direct exposure to debtDebt Securities; and

(#ic)  #s-direct exposure to a single equity;,

for all amounts arising in the normal course of trading in eqanyseeur’rﬁesEguity Securities,

debtsDebt Securities or egquity-derivativesEgquityExchange Traded Derivatives in accordance
with the provisions set out under this Rule 1105.813208.

(2) A Participating Organisation must calculate its—the Participating Organisation’s Large

Exposure Risk to a hybrid-securitiesHybrid Security or such other instrument for which no
treatment is specified under this Rule 110513208 |n the manner the Exchange

{3)1308.2 Exposure—to—a—single—client/counterparty:Exposure to a single Client or
Counterparty

1) A Participating Organisation has a Large Exposure Risk in relation to a single elient-Client or
Counterparty if the sum of its—counterpartythe Participating Organisation’s
Counterparty exposure to that-client-the Client or eeunterpartyCounterparty as-calculated in
the manner the Exchange determines accerdance-with-Rule-1105.7{5)-exceeds ten-percent
{10%j of the Participating Organisation’s Effective Shareholders’ Funds.

(2) A Participating Organisation's Fhe—Large Exposure Risk Requirement

of-aParticipating
Organisation-to a single elient-Client or counterpartyCounterparty shal-be-is equal to the
amount calculated to be the Counterparty Risk Requirement for that-particular-client-the Client

or eeunterpariyCounterparty-as-caletlated-in-accordance-with-1105-4(43.

(3) A Participating Organisation’s Large Exposure Risk Requirement to a single Client as to the

Participating Organisation’s activities in Debt Securities must be calculated in the manner the
Exchange determines.

B e
(4) A Partlcmatmq Orqanlsatlon must _not bear a Larqe Exposure Risk Ihe—ma*rmam—l:arge
ion-to any one

27 29 December, 2010

Comment [Bursa78]: Unnecessary as under
Rule 201.1(2)(b), we have the power to add to,
vary, repeal, enforce or waive any of these
Rules.

Comment [Bursa79]: Deleted as the
definition of “single Client or Counterparty” in
Rule 1308.2(6) below already includes
connected persons.

Comment [Bursa80]: Incorporating this
requirement from the Capital Adequacy
Requirements in relation to a PO’s activities in
debt securities contained in R/R 10 of 2004.
The method of calculation will be in the
Exchange’s directives on CAR in the PO
Manual.
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particular elient-Client or counterpartyCounterparty of more than is-thirty-percent{30%) of its
the Participating Organisation’s Effective Shareholders’ Funds.

(5) A Participating Organisation shall—must report to the Exchange promptly all its—the
Participating Organisation’s Large Exposure Risk relating to a eeunterpartyClient or
Counterparty.

(6d) In Forthe-purpeses-of-this Rule 1105.813208.2;: the-expression

(a) "single elient-Client or eounterpartyCounterparty” includes:—
(0] where—if _such—the single elient—Client or eeunterpartyCounterparty is an

individual, the individual, the spouse of the individual, the partnership of
which he-the individual is a partner, any partner of the individual, the spouse
of the partner and all the companies or corporations over which the individual
exercises control and#e%eﬁ%p%e@##%&e&&@%%—%km@mdu%

eempa%%corporatlon the company—or—corporation; its—and the
corporation’s related—company—er—corporationRelated Corporations and its

asseea&ed—eempamesAssomated Corporations. Ferthe-purpese-of-thisRule

,,,,,,,,,,,,,,,,,,,,,,,,,,,, an individual is-deemed-to-exercises "control”

over a company or corporation if the individual or the individual's spouse, severally or
jointly:—

(aai)  holds, directly or indirectly, more than fifty-percent{50%j of the shares of the
corporation,

(bbi)  has the power to appoint, or cause to be appointed, a majority of the directors
of the company or corporation;; or

(e€iii) has the power to make, cause to be made, decisions in respect of the
business or administration of the company or corporation, and to give effect
to such decisions, or cause them to be given effect to.

{4)1308.3 Direct-Exposure-to-Debt:Direct exposure to Debt Securities

28 29 December, 2010

_ - - 7| Comment [Bursa81]: Plain language drafting
and as the “Related Corporation” and
“Associated Corporation” are now defined terms
under Chapter 1.

= ‘[Comment [Bursa82]: Moved to Chapter 1

)

= {Comment [Bursa83]: Moved to Chapter 1

)

- ‘[Comment [Bursa84]: Previously, Rule

1105.8(3)(d)(i)

)
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1) A Participating Organisation has a Large Exposure Risk in-relation-as to an issuer-Issuer of

2

debt-Debt Securities if the total amount of debt-Debt Securities held against the issuerIssuer
exceeds fifteen—percent{15%) of the Participating Organisation’s Effective Shareholders’
Funds.

A Participating Organisation’s Fhe-Large Exposure Risk Requirement for the exposure to

(3)

debtDebt Securities under—Rule—1105.8(4)(a)—shall—be—is_equal to the Position Risk

Requirement for Debt Securities as—calculated in the manner the Exchange

determinesaccordance-with-Rule-1105-6(15).

€y Maximum LER:
A Participating Organisation must not bear a Large Exposure Risk Fhe-maximum—Large

Exposure-Risk-in-relation-to a debt-Debt Securities that-a-Participating-Organisation-is-alowed
to—undertakeof more than —is—thirty—percent{(30%) of its-the Participating Organisation’s

Effective Shareholders’ Funds—unless—otherwise—preseribed-by-the-Exchangefrom-time—to
tirmel,

(4) A Participating Organisation shal—must report to the Exchange promptly all its—the

Participating Organisation’s Large Exposure Risk relating to debtDebt Securities.

{5)1308.4 Exposure-to-a-Single-Equity:Exposure to a single equity

(€] A Participating Organisation has a large-expesure-Large Exposure Risk to a single equity if

(2)

the Participating Organisation has:—-

(ia) ithas-a net position or exposure (either long or short) that exceeds tenr-percent-{10%)
of the total issue of the equity; or

(b) it—has—a net position or exposure that exceeds fifteen—percent{15%) of its—the
Participating Organisation’s Effective Shareholders’ Funds.

A Participating Organisation must ir-caledlating-its-calculate the Participating Organisation’s

29

net position or exposure in—relation-to a single equity;—a-Participating-Organisation—_in _the

manner the Exchange determines.

29 December, 2010

Comment [Bursa85]: The inclusion of these
words is unnecessary as it is a given. Doing
away with redundancy.

Comment [Bursa86]: The details of how a
PO must calculate the PO’s net position or
exposure to a single equity will be set out in the
Exchange’s directives on CAR in the PO
Manual.
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this Rule 1308.4 for better structure of the

_ — - 7| Comment [Bursa87]: Moved to the end of
Rules.

out in the Exchange’s directives on CAR in the

"~ comment [B88]: This requirement will be set
PO Manual.

be set out in the Exchange’s directives on CAR

_ — - 7| Comment [Bursa89]: This requirement will
in the PO Manual.

be set out in the Exchange’s directives on CAR

_ — - | Comment [Bursa90]: This requirement will
in the PO Manual.

be set out in the Exchange’s directives on CAR

_ — - | Comment [Bursa91]: This requirement will
in the PO Manual.

Participating Organisation’s exposures Large-ExpesureRisk-to a single equity; referred to in words is unnecessary as it is a given. Doing
Rule 1208.4(5). A Participating Organisation’s aggregated Large Exposure Risk to a single away with redundancy.

wn&inglrevng—A_ Participating Organisation; shall-must at-al-times—aggregate limit-its-the _ W Comment [Bursa92]: The inclusion of these

equity must not exceedto—a-gross—exposure—of-two—-hundred-fiftyper—eent{_250%) of the
Participating Organisation's Effective Shareholders’ Funds.

29 December, 2010
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B e
(4) A Participating Organisation shall—must report to the Exchange promptly all its—the
Participating Organisation’s Large Exposure Risk relating to a single equity.

(5€) For-the-purpeses-of-In this Rule 1105.813208.4, the-expression-"single equity" includes:—-

31

(ia)

(i)

(#ic)

(ivd)

(ve)

30% of the value of the collateral underlying-pledged by debtors or margin-accounts
Margin Accounts (including interest) to-the-extent-that-it-if the collateral is used to
secure the exposure;

30% of the value of the collateral underlying loans and advances to-the-extent-if the
collateral thatt-is used to secure the exposure;

investment in the stock accounts_or proprietary positions;

the net purchase contract value of single equity urderhying-aggregated from elients
Clients’ accounts arising from transactions either-under a Ready er-lmmediate-Basis
Contract, te-the-extent-that-itif the transaction has not been paid for; and

the net purchase contract value of single equity underlying elients™-Clients’ accounts

arising from transactions under a DF Account to-the-extent-that-itif the transaction
has not been paid for.

29 December, 2010
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RULE +105-91309 UNDERWRITING RISK

£H1309.1 GeneralPrineipte:—General principle

1) A Participating Organisation has an Underwriting Risk if it-the Participating Organisation has
entered-enters into a binding commitment to take up securities at a predetermined price and

time.
(1309.2 GCemputation—Computation
(1) A Participating Organisation must calculate the Participating Organisation’s Fhe-Underwriting

Risk Reqwrement eLa—Pamapanng—Orgamsaaen—shaH—waty—pereem—(%O%)—eHhe

{4y1309.3 Register—of—Underwriting—Commitmentss——Reqister _of underwriting

commitments

1) Every-A Participating Organisation shall-must maintain a register of all its-the Participating
Organisation’s underwriting commitments. The register which-shalk-must contain the following
information;—

€) Fhe-the description of the securities;

32 29 December, 2010

Comment [Bursa93]: The details of how a
PO is to calculate the PO’s Underwriting Risk
Requirement will be set out in the Exchange’s
directives on CAR in the PO Manual.

Comment [Bursa94]: The principles a PO
must observe in assessing the PO’s
underwriting and sub-underwriting commitment
will be set out in the Exchange’s directives on
CAR in the PO Manual.
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Fhe—the quantity and price of its—the Participating Organisation’s underwriting
commitment;

Fhe—the quantity and price of its—the Participating Organisation’s underwriting
commitment that has been sub-underwritten; and

Fhe-the date the underwritten commitment is discharged.

Comment [Bursa95]: The requirements for
calculation of the risk requirements for margin
financing facilities are incorporated into the
relevant rules e.g. CRR in Rule 1307 and PRR
in Rule 1306.

Comment [Bursa96]: Deleted as this is a
repetition of the requirements on the calculation
of PRR for Onward Pledged MFF Collateral and
Onward Lent Margin Securities and the
calculation of CRR for Margin Financing
Facilities contained in the Exchange’s directives
on CAR in the PO Manual.

Comment [Bursa97]: Unnecessary as the
definitions of these terms (except Margin which
is not used in this Chapter 13) is now in Chapter
1.

Comment [Bursa98]: Unnecessary as this is
a repetition of the requirement to calculate CRR
in respect of counterparty exposures arising
from Margin Financing Facilities in the
Exchange’s directives on CAR in the PO
Manual.

Comment [Bursa99]: Unnecessary as this is
a repetition of the requirement to calculate PRR
in respect of Margin Financing On Pledged Risk
for all Onward Pledged MFF Collateral in the
Exchange'’s directives on CAR in the PO
Manual.

Comment [Bursal00]: Unnecessary as this
is a repetition of the requirement to calculate
PRR in respect of Margin Financing Onward
Lent Risk for all Onward Lent Margin Securities
in the Exchange’s directives on CAR in the PO
Manual.

Comment [Bursal01]: This rule is now in the
Exchange'’s directives on CAR in the PO
Manual.

Comment [Bursal02]: Unnecessary to state
“outstanding balance of the margin account” as
Margin Outstanding Balance is a defined term —
see Rule 101.1(1).

29 December, 2010
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_ — - 7| Comment [Bursal03]: The principles
applicable to Margin Financing CRR will be in
the Exchange’s directives on CAR in the PO
Manual.

— — | Comment [Bursal04]: The principles
applicable to PRR for Margin Financing On-
Pledged Risk will be in the Exchange’s
directives on CAR in the PO Manual.

— — 7| Comment [Bursal05]: The method how to
calculate the PO’s PRR as to Onward Pledged
MFF Collateral will be in the Exchange’s
directives on CAR in the PO Manual.
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— - 7| Comment [Bursal06]: The requirement for
the PO to observe the principles in the previous
Rule 1105.6 will be in the Exchange’s directives
on CAR in the PO Manual.

_ — - | Comment [Bursal07]: Unnecessary as we
have a general power under Rule 201.1(2)(b) to
add to, vary, repeal or waive any of these
Rules.
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RULE 11061310 GEARING RATIO

RULE11061310.1 DBEFINIHONDefinition

,,,,,,,,,,,, The following terms have the following meanings in this Rule _ _ - - comment [Bursa108]: For consistency with
1210 unless the context requires otherwise. the other definitions sections in these Rules.
Term Meaning
Core Capital has—the—same—Same meaning as assigned—to—that
expression-in Rule £165-113201.2(1).
Effective Shareholders’ has—the—same—Same _meaning as
Funds expression-in Rule 1105.113201.2(1).
Gearing Ratio rmeans-the-The ratio linking a Participating Organisation’s

Utilised Level and its—the Participating Organisation’s
Effective Shareholders’ Funds, calculated as follows:

Utilised Level we have set out the formula itself rather than

Funds—‘. ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, _ — — -1 Comment [Bursal09]: To simplify the rules,
setting the formula out in words.

Effective Shareholders’ Funds

this Rule 1310.

- ‘{Comment [B110]: This term is not used in }

subordinated means-the-The approved subordinated debt that fulfils the

debtSubordinated Debt requirements stipulated-in-Rule-1106-4(3)}{bjthe Exchange
determines.

Utilised Level means—the—The aggregate amount of borrowings a

Participating Organisation has already utilised—by—a

RULE11061310.2 GEARING-RAHOGearing Ratio

repetition as “Gearing Ratio” is already defined
above.

al-times-ensure that its-the Participating Orqanlsat|on s Gearing Ratio does not exceed 2.5

- w Comment [Bursa111]: Amended to avoid

times.horrowing-expesure-isin-accordance-with-the-following:
-

2.5times

IN

Eren s opnlhald ot Bonds

2) For—the—purpese—of —compliance—with—Rule—1106-2(1);—aA Participating Organisation’s
suberdinated-debt-will-be-Subordinated Debt is excluded from the Gearing Ratio provided-if

the ameunt-of such-suberdinated-debtSubordinated Debt does not exceed fifty-percent{50%)
of the Participating Organisation’s paid up capital unimpaired by losses.

_ - | Comment [Bursall2]: Unnecessary as we
have a general power under Rule 201.1(2)(d) to
issue directives, rulings or guidelines for the
purposes of these Rules.
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The Gearing Ratio preseribed-stipulated above does shal-not apply to: —

(@

(b)
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a Universal Broker if provided-the Universal Broker shall-at-all-times-maintains at all
times a Core Capital of not less than Ringgit—Malaysia—Five—Hundred—Million

{RM500,606,0006-00) million; and

an Investment Bank if previded-the Investment Bank shall-atal-times-maintains at all
times the Investment Bank’s minimum capital funds unimpaired by losses of not less

than Ringgit-Malaysia—Fwe-Bitien{RM2,000,000,000.00}) on a banking group basis or,

for an Investment Bank which does not form part of a banking group, minimum capital

funds of Ringgit-MalaysiaFive-Hundred-Millien-(RM500,000,000.00), as referred to in

the Guidelines on Investment Banks.

[End Of Chapter]

29 December, 2010

Comment [Bursall3]: Unnecessary as we
have a general power under Rule 201.1(2)(b) to
add to, vary, repeal or waive any of these
Rules.

Comment [Bursall4]: Unnecessary as we
have a general power under Rule 201.1(2)(b) to
add to, vary, repeal or waive any of these
Rules.
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CHAPTER 142 AUBHS-INSPECTION AND INVESTIGATION

_ — - Comment [B1]: To refine the structure of the
Rules, all requirements pertaining to audit
(includes previous Rule 1201.1) has been
moved to Chapter 12.

_ - -7 Comment [B2]: Covered under:

(1) Rule 504.2(4) which requires a PO to
promptly and properly account for and
adequately safeguard Client's assets and the
directives elaborating the principle in Rule
[504.2(4)]; and

(2) Rule 1202.1(3) which inter alia, requires the
statutory auditor to opine whether the provisions
relating to treatment of client's assets under the
Rules have been complied with.

1 29 December 2010
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RULE 142031 INSPECTHONInspection

1401.1 Definition

8} In this Rule 1401, “Relevant Person” includes the Participating Organisation’s Registered
Person, agent and -employee.

RULE-142031.12 EXCHANGE' S RIGHTTFOINSPECHONEXxchange's right to inspection

~

(9] rThe\ Exchange may conduct an inspection on the affairs of a Participating Organisation or - { comment [B3]: We have inserted a general
principle to describe the scope of Exchange’s
L inspection powers.

p

Comment [B4]: These Rules should only
relate to our inspections to ensure compliance
with the Rules and the Directives. Compliance
with the Depository Rules and the Clearing
House Rules is covered under those rules. A

. . . \ breach of a PO’s internal policies and

(a) give or procure produce-to- for the }Lnspeete;—(as—hefema#e{—deﬂned—)— Exchange all | procedures amounts to a breach of the Rules by
information, books and records the Exchange requests and allow the Exchange to ' .\, | the PO under Rule [501.3(3). This rule, inter

take copies and extracts of such books and records; and ", | alia, requires a PO to effectively enforce within
\ \ | the PO the documented policies and

\ \
(b) lgive the Exchange access to the relevant premises for the Exchange to conduct an \ | (DCESEIIES S Gl WFGEIES

inspection under this Rule] . | Comment [B5]: Plain language drafting and to
i i i i \ | ensure that a Relevant Person renders all
\ ‘\ | assistance necessary to the Exchange

J

N
\ Comment [B6]: For consistency with Rule

! 1201.2(1) and as it is unnecessary to state that
, | access be given to the Inspector (as oppose to

L L . . . \ | the Exchange generally), “Inspector” has been
(3) Ne-A Participating Organisation_and Relevant Person-ts+egistered-person(s)-. ' | amended to read “Exchange".

(a) and-its—employees-must not shal-hinder or obstruct the Exchangelnspectorfrom Comment [B7]: To clarify our right to carry out
discharging-his-duties during the inspection; and shal i (TSfgasifemn a1t i premisEs @i POs,

(b) mustwitheutreasonable-excuse give the mspeetepExchange sueh-all assistance that
he-the Exchange may-reasonably reguire-requires to discharge-his-dutiesconduct the
inspection.

_ - - Comment [B8]: Covered under chapter 2
which empowers the Exchange to appoint any
(ay——an-officerof the Exchange; committee, sub-committee or officers of the
Exchange or Exchange Holding Company to
discharge the exercise of the Exchange’s

(h)———an-officer of the Exchange holding company;-and/or powers under these Rules.

RULE-142031.3INSPECHON-COSFInspection cost

(2) The Exchange may;-at-its-abselute-diseretion,—charge-_require the Participating Organisation
concerned to pay the Exchange a fee propertionate-for-the-work-performed-by-the-tnspector
[-which—shall-be—payable by the ParticipatingOrganisation—on

carrying out the inspection.

3 29 December 2010
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Pawblﬂﬁhe%ehangﬂ _ - - -] Comment [B9]: Unnecessary as this is

777777777777777777777777777777777777777777 covered in Rule 301.8 which requires a PO to
pay the Exchange all fees and charges the

RULE AREPORTING| i Exchange requires in the manner and within the
1420314 Reportin period the Exchange specifies.

(1) The Exchange;—may—_will notify the Participating Organisation concerned ferward-to—the
Pameppatmgugrgamsaﬂewof the flndlnqs of the Exchanqe S |nspect|onthewhele-paﬁs%a

2) Fhe-A Participating Organisation shal-must table the Exchange’s findings ef-the-Exchange’s
inspection-to the Participating Organisation’s beard-of-directorsBoard of Directors as soon as
practicablepossible.

?3) A Participating Organisation must within 1 month from the Board of Directors’ meeting
referred to in Rule 1401.4(2):

(@ take corrective measures to address the Exchange'’s findings; and

(b) notify the Exchange in writing Fhe—of the Participating Organisation’s Board of

Director’'s decided course of action and corrective measures taken (if any) by-the
P%%%ﬂg—@rgamsaﬂeﬂs—beard—ef—d#ee%to address any—the Exchange’s
findingsnon-compliance orirregularities-in-respect of the-inspection report,

_ — -] Comment [B10]: Deleted as it is sufficient to
state the principle that a PO must take
corrective measures to address the findings of

1401.5 Provision of audit report to the Exchange the Exchange's inspection )
(&) The Exchange may, by notice to the Participating Organisation or Registered Person(s), - { comment [B11]: To require a PO or )
require the Participating Organisation to provide a report from an independent auditor or other Registered Person(s) to provide at the

expert approved by the Exchange expressing an opinion as to: Exchange’s request, a report from an

independent auditor or other expert expressing
an opinion as to the matters specified in sub-

(@ the performance by the Participating Organisation or Registered Person(s) of the Bararanhs ()0l (0 oRthisinewruia)

Participating Organisation’s or Registered Person(s)’s obligations under these Rules;

We are proposing to introduce this rule to

(b) the Participating Organisation’s or Registered Person(s)’'s capacity to continue to enable the Exchange to appoint specified
meet the requirements for admission as a Participating Organisation or registration as persons to exercise the Exchange’s inspection
a Registered Person(s): or powers. This new rule gives the Exchange the

option to require a PO or Registered Person(s)
to procure a report on, for example, the

(c) any other matter necessary to assist the Exchange in the discharge of the performance of that PO or Registered Person(s)
Exchange’s functions under these Rules. of their obligations under the Rules instead of
the Exchange conducting the inspection itself.
(2) The Participating Organisation that is required to provide the report referred to in Rule itk elll sl In & ee Eigian: all oo o

- . - = by the Exchange.
1401.5(1) must bear the costs in connection with obtaining the report. resources by the Exchange

4 29 December 2010
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RULE 142042 INVESTIGATION

1402.1 Definition

(1) In_this Rule 1402 “Relevant Person” includes the Participating Organisation’s Registered
Person, agent and employee.

RULE-142042.2Power of investigationPOWER-OFINVESTHGATION

(1)
the@emnmss;en@petheuelevameauthehhe%conduct an investigations-_into the affairs of a
Parncmatmq Orqanlsatlon or Reqlstered Person en—the—aeeeums—and—aﬁm—ef—any

Comment [B12]: We have inserted a principle
that the scope of investigation by the Exchange
is on the affairs of the PO and the registered
person.

2) Without prejudice-to-generality-of the foregoing, the-The Exchange is shall-be particularly

empowered- to:

(@) to—require a_Participating Organisations,_or Relevant Person| their—registered

L respective rules.

-
Comment [B13]: These Rules should only

relate to our investigations to appraise
compliance with the Rules and the Directives.
Compliance with the Depository Rules and the
Clearing House Rules is covered under the

J

pe#seh(—s)—and%er—the\tr—empleyee&to attend before at-the-premises-of-the Exchange at
any time and to give such information_that is relevant to the -as-may-be-in-their

| Comment [B14]: “Relevant Person” is defined

in Rule 1402.1(1) as the PO, the PO’s

L Registered Person(s), employee and agent.

pessessmn—@bvank@—any—ﬁmﬁepbmagm—beiem—epw@e#mvestlgatlonwe

(b) record statements from the persons referred to in Rule 1402.2(2)(a). A recorded
statement may be used in disciplinary proceedings against a Participating
Organisation or Relevant Person (including the person making such statement);

(ch) te-require a rRegistered person-PersonnelPerson(s) or a Participating Organisation to
procure the attendance of any Relevant Person, any—agent;and consultant—its
Feg+ste¥ed—pe#sen(—s)—and¢epempleyee&bef0re any-autherized-officerof-the Exchange
and to give or procure such information as-may-be-inthe-pessession-of such-person
relevant to any-matter-brought-before-or-under-the investigation-by-the-Exchange;

(ed) to—require the Relevant Person
thei—empleyees-to give or procure for the Exchanqe information,
books or records that mav be relevant to the mvesuqauonfumashﬁanyupameuiaps

maitter-brought-before-or-under-investigation-by-the Exchange. The productlon of
information, books or records decument—books,—letters,—and—telexes—may—alse

includes requiring the Participating-Organisation_Relevant Person er-theregistered
person-to make copies and/or the Exchange taking extracts of the same;

| powers through persons appointed by us.

N
Comment [B15]: No need to state “through its
Investigation Officers” as Rule 1402.3 (1)

makes it clear that we exercise our investigation

| pursuant to an investigation

Comment [B16]: To clarify our power to enter
the PO'’s or Relevant Person’s premises

J
Comment [B17]: Consistent with (d) ]

(de) o-enter the Participating - -
direct-or-indirect-or in possessmn custody or contro ofa registered—pe#senés)»and/e# \\
employees—Relevant Person that may be relevant to fer—the—purpose—of-the N
investigation-being-carried-out;

) impose _such requirement _on_the Relevant Person_that the Exchange thinks _ -
reasonably necessary to facilitate the investigation;or

(e)

kfacilitate the investigation.

-

Comment [B18]: To empower us, in relation
to an investigation, to impose any requirement
that we think is reasonably necessary to

Il

J
Comment [B19]: This is reflected in Rule
1402.2(1)
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(fa) in addition to any action taken by the Exchange, te-require a rRegistered persen
Person(s) or Participating Organisation to diseipline-take appropriate action against
the Relevant Person i } } }
manner—if sueh—person—shall-have—caused—-the Relevant Person caused the
rRegistered persen—Person(s) or the Participating Organisation to violate the
Securities Laws, the Depository Rules, the Clearing House Rules, and/orthese Rules
or the Directives.

(38) ___AParticipating Organisation and Relevant Person: _____ ______________________ _ - - -] Comment [B20]: To mirror Rule [1401.2(3)]
for consistency between Rules [1401] and
(@ must not hinder or obstruct the Exchange during the investigation:; [1402].
(b) must give the Exchange all assistance the Exchange reasonably requires to conduct

the investigation; and

(c) must comply and give effect to any Directives the Exchange issues in exercising the
powers under Rule 1402.2(2)

_ — - 7| Comment [B21]: This will be a general
provision reflected under Chapter 2.

— - 7| Comment [B22]: Covered under Chapter 2
which empowers the Exchange to appoint any
committee, sub-committee or officers of the
Exchange or Exchange Holding Company to
discharge the exercise of the Exchange’s
powers under these Rules.

— - | Comment [B23]: Unnecessary to have to
specify this specifically. See also our comment
immediately above.

RULE 1204.3 RECORDING OF STATEMENTS __— { Comment [B24]: Incorporated into Rule }

[1402.2(2) (b)].

— - | Comment [B25]: Unnecessary to state this as
from Rule [1402.2(2)(b)] it is clear that recorded
statements may be used against the persons

RULE1423042.43  Investigation costiNVESTIGATION-COST whose statement is recorded.
.dlbg ,,,,,,, SPOR-SUBF itted-to-the-Exchange-purs dantto-any Hnvestigation-e2 tH ied-out-under i - {Comment [B26]: Plain language drafting ]
. ; e ooHEe aws;the-Depository-Rules;-the
Clearing-House-Rules-and/or-these Rules;-tThe Exchange may;-at-its-absolute-discretion;
require the Participating Organisation i concerned to pay—ef __ - - Comment [B27]: All costs should be borne by
reimburse the Exchange all costs the Exchange incurs ineurred-by-it-in connection with sueh the PO. The Registered Person(s) or other
an investigation. Relevant Persons are agents of the PO.
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_ - - 7| Comment [B28]: This rule is now an
elaboration (in the PO Manual) of the principle
in Rule [201.1(2)(1)] that requires a [PO, the
PO's Registered Person(s), employees and
agents to provide reports, information or
documents to the Exchange].

29 December 2010



Chapter 1432 — Audits;-Inspection and Investigation

29 December 2010




RULE 1423063.1

()

RULE 1423063 CONFIDENTIALITY
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Confidentiality of findingsCONFIBDENTALITY-OF-FINDINGS

The Exchange will keep the findings and results of all inspections and investigations under

this Chapter Rule-1204-shall-be-deemed-to-be-confidential and will only disclose the findings
anchshall

and resu

0 a thi

or enforcement purposes or as the Exchang

e deems fit,

rd party fi

[End Of Chapter]

29 December 2010

rComment [B29]: Instead of specifying the

persons to whom we may disclose the findings
and results of investigations and inspections,
we are proposing a principle that we may only
disclose the findings and results to third party

kfor enforcement purposes or as we think fit.

Ve

N
Comment [B30]: Deleted as there need not

be any restrictions on when we can use the
findings or results of investigations or
inspections in view of our confidentiality

kobligations under this Rule.
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CHAPTER 153 DISCIPLINARY ACTIONS

RULE 15301 DISCIPLINARY POWERS

(THIS CHAPTER HAS BEEN ISSUED FOR PUBLIC CONSULTATION UNDER THE EXPEDITED
PROCEEDING CONSULTATION PAPER. NO COMMENTS ARE REQUIRED FOR THIS
CHAPTER)

1 January 3, 2011
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CHAPTER 164 COMPENSATION FUND

RULE 16401 ESTABLISHMENT AND MANAGEMENTADMINISTRATION OF
COMPENSATION FUND

RULE-16401.1 ESTABLISHMENT-OF-COMPENSATION-FUNDEstablishment of Compensation
Fund

(1) The Exchange shaliwill, pursuant to the requirement under Section 141 of the Capltal Markets
and SerV|ces Act, establish and maintain a Compensation Fund. |

o o _________ _ — -1 Comment [B1]: Deleted as it is understood
from Section 141 that the Exchange will
establish and maintain compensation fund in

RULE-16401.2 MANAGEMENT-OFCOMPENSATION—FUNDAdministration of Compensation accordance with Part IV of the CMSA.
Fund
(1) The Exchange shaliwill administer and manage the Compensation Fund in accordance with

Part IV of the Capital Markets and Services Act and the Capital Markets and Services

Regulations 2007 (in-this-Chapter-14-referred-to-as-"the said Regulations").

_ — -] Comment [B2]: Deleted as the power to
appoint a committee, sub-committee or officers
of the Exchange to discharge the exercise of the
Exchange’s powers under these Rules will be
provided in Chapter 2.

RULE-16401.3 CONTRIBUTHON—BY—PARHCIPATING—ORGANISAHONSContribution by
Participating Organisation

1) EveryA Participating Organisation shalmust -

() ued-a dea
: ; ° € contribute a sum in the _ _ - { comment [B3]: Deleted as the word *PO”
amount as stipulated in the Capital Markets and Services Act to the Compensation refers to person or entity that are licensed as a
Fund: and dealer under CMSA and registered with the
' Exchange as such.

(i) thereafter, on or before the 31 day of December every year, contribute a sum in the
amount as stipulated in-the-manner-envisaged-in the Capital Markets and Services
Act to the Compensation Fund.

2) Contributions made to Participating Organisations shallwill not be refundable.

?3) Matdihetapdine—thetoreaaingnrevisions—The Exchange may_—rerm—tme—e—tine—aihthe
approval-of-the-Commission,—vary the amount and manner of the contributions payable by

Participating Organisations to the Compensation Fund.

1 29 December 2010
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RULE 16402 CLAIMS OUT OF COMPENSATION FUND

RULE-16402 21 ENFTFLEMENTFO-CLAIMENtitlement to claim

Q) Any person ("the Claimant") suffering a loss in the manner as referred to in Section 152 of the
Capital Markets and Services Act ("Claimable Loss") shallwill be entitled to claim from the
Compensation Fund.

RULE 16402.32PROCEDURE-FOR-CLAIMProcedures for claim

(1) Wherelf a claim is made for compensation pursuant to Rule 16402.21 and in accordance with
the sald Regulations, the Exchange may eause%&gpubllshed hn—we—ez-)—dany—ne\%pape#s—ene—m

in the notlce may be made.

2) The notice in Rule 1602.2(1) will be published in 2 daily newspapers, one in the National

Language and the other in the English Language, that are published and circulated generally
in Malaysia;.

(23) A claim for compensation from the Compensation Fund in respect of any Claimable Loss
shalimust be made by notice in writing to the Exchange ("Notice of Claim") as follows -

(@) where a notice under Rule 16402.32(1) has been published, on or before the period
stated in the notice; or

(b) where no notice pursuant to Rule 16402.32(1) has been published, within six—(6)
months after the Claimant becomes aware of the circumstances referred to in Section
152 of the Capital Markets and Services Act.

(43) ums&ethem&dete;mmed—byumeuéeehange;ame Exchange will not accept or consider
any claim that are not made in accordance with Rule 16402.32(23). shal-be-barred-

4——{beleted}

RULE 164502.53 — POWERS-OF THE-EXCHANGEIN-RESPECT OF CLAIMSPowers of the
Exchange in respect of claims

2 29 December 2010

_ - - 7| Comment [B4]: This rule is moved to and
incorporated as Rule 1602.3(7).

— — 7| Comment [B5]: This provision is moved to
and incorporated as Rule 1602.2(2).

)

the notice calling for compensation fund’s

- — — 7 Comment [B6]: Amended to be clearer as to
claims.

_ — =1 Comment [B7]: This provision is previously
part of Rule 1402.3(1) and is incorporated and
amended here for clarity purpose and due to
plain language drafting.
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The Exchange shallwill make-a-determineation in—respeet-of-athe claim under this Chapter
within six—{6) months from the date of the Notice of Claim, or such longer period as the
Exchange decides.

Subject to this—Chapter,—Part IV of the Capital Markets and Services Act and the said
Regulations, the Exchange shaliwill, after due inquiry, make—a—determine atien—on—the
following matters-:-.

@

whether the claim should be allowed, partially allowed, disallowed or impose such
conditions as it thinks fit-;

(b) if the claim is allowed or partially allowed, to specify-:-

(i) the total amount of compensation determined-to-be-payable;
(ii)
(iii)

the amount of reasonable costs and disbursements payable-thereen; and

the time of payment of the amounts referred to in sub-paragraphsRule
16502.3(2)(b)(i) and (ii); and

if the claim is disallowed or partially allowed, the reasons for the disallowance or
partial allowance.;-as-the-case-may-be-

(©

3)—{Peleted}

(43)

(54

(65)

The Exchange shalwill notlfy the Clalmant in Wr|t|ng of its determlnatlon on a claim_("Notice of
Determination").-by / ]

The Exchange may at any time require a Claimant or any other person to provide information
or to produce any books, documents or statement of evidence or summon and examine
witness which it considers material te for the purpose of -

(@
(b)

(©

supporting a claim for compensation from the Compensation Fund;
exercising its powers against a Participating Organisation; or

enabling civil or criminal proceedings to be taken against the Participating
Organisation or a person in respect of a defalcation or fraudulent misuse of money or
other property.

The Exchange may disallow the claim of the Claimant who in—persen-fails, within ene—{1})
month or such longer period as the Exchange may allow, to provide information or to produce
any books, documents or statement of evidence as required . by the
Exchange pursuant to the claim under this Chapter, if it is satisfied that the information,
securities, documents or statements of evidence are in the possession of or are available to
the Claimant.

information and any—accounts er-and accounting records_;or_other record of information or

document hewseever-that are compiled, recorded or stored.—and-shall-also-include—any
document.

29 December 2010

N

N
N

Comment [B8]: Deleted as it is not necessary
to state the manner on which the Notice of
Determination will be given to the Claimant.

Comment [B9]: Deleted as the Exchange is
empowered under Chapter 2 to request for any
information or documents on matters under
these Rules, hence, it is understood that if the
PO refuses or fails to provide the information or
to produce any books, documents or statement
of evidence as required by the Exchange
pursuant to the claim under this Chapter, such
refusal or failure is a breach of the Rules.

Comment [B10]: This Rule 1402.1 is
incorporated here and amended due to plain
language.




Chapter 1645 — Compensation Fund

RULE 164503 RIGHT OF APPEAL
RULE 164503.1RIGHTTO-APPEALRIght of appeal
1) A person who is aggrieved by a determination of the Exchange made-under Rule 14502.54

may, within ene—1)} month of receipt of a Notice of Determination, appeal against such
determination to the Commission whose decision shalwill be final.

[End Of Chapter]

4 29 December 2010
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the POs Manual.

%ND%&A——FORM—OF—APPHGAJ#@N—PARJ#GWNG—ORGAMSAIL@N - ‘[Comment [B1]: Moved to Directive 300-001 of }

As at 19 May 2004



[FORM EDO1]

EA@D@%B—RE@SIMH@ALF@RM—GFHEF—EXE@UIA#E@FF@EW#EADS - ‘[Comment [B1]: Moved to Directive 300-001 of }

the POs Manual.

Address:

As at 20 October 2008



[FORM RPO1]

¥ _ _ - Comment [B1]: Merged with Appendix IB and
moved to Directive 300-001 of the POs Manual.

. ”

Pnpy(inc) must-be-certified-true. hy a-Col issioperforOaths-or-Advocate-&-Solicitor

As at 20 October 2008



[FORM DRO1]

ENDN&D—R—EGJSIR—AI&ON—FOR—M—DEN:ER%—R—EP—R%ENIAI&#E 777777 ) - ‘[Comment [B1]: Merged with Appendix 1B and }

moved to Directive 300-001 of the POs Manual.

i 0

*eryees)—mas(—be—eemﬁﬂd true-by-a-Commissionerfor-Oaths-or-Advocate-&-Solicitor

As at 20 October 2008



[FORM P002]

Comment [B1]: Deleted as we have removed the
requirement for statutory declaration . POs are now

required to give an undertaking as per Directive 300-
001.

at Y
at )
A}
7
n-tha_Stata of Y
inthe-State-of )
A}
7
thic dav of 20 Y
this day-of 20 )
Before-me;
.

As at 19 May 2004



[FORM RP02(1)]

Comment [B1]: Statutory declaration for both
licensed and non-licensed registered person removed
and it is proposed that only undertaking is required
to be submitted as per Directive 300-001.

SUBSCRIBED AND SOLEMNLY )
declared by the-abovenamed—————————)

)
7
at )
at 7
mn-the - State of )
A tate-ot 7
this davof )
S Gay-ot 7
20 ) Beforeme
z9 7 Betore-me;

As at 20 October 2008



[FORM RP02(2)]

_ — - Comment [B1]: Statutory declaration for both
licensed and non-licensed registered person removed
and it is proposed that only undertaking is required
to be submitted as per Directive 300-001.

o , ;
SUBSCRIBED-AND-SOLEMNLY——)
declared by the abovenamed )

Y
7
at )
at Vi
in-the State of )
H-th tate-ot Vi
this davof )
tHS cay-ot Vi
20 ) Before me
Z + Detere-mne;

As at 20 October 2008
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APPENDIX3Al- UNDERTAKING — PARTICIPATING ORGANISATION - ‘[Comment [B1]: Deleted and moved toDirective }

7777777 300-001.

As at 19 May 2004



[FORM RPO1]

NPPENDIX 3B - UNDERTAKING — REGISTERED PERSON(ALL CATEGORIES) - ‘[Comment [B1]: Deleted and moved to Directive }

300-001.

As at 19 May 2004



[FORM - TCO1]

_ — - Comment [B1]: Deleted as the Exchange is
proposing for removalof registration of trading
clerks.

. ”
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D
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P
D
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P
0]
=
o

As at 20 October 2008



is davof
1S Gyt

<

Signature

At

lame-of signators
NaREe-o+StgRatory-
Signature

HgRatu

As at 28 September 2007

Comment [B1]: Deleted as the Exchange is
proposing for the requirement for submission of
monthly declaration to be removed for current Rule
404.7(2).




APPENDIX 51 -RISK DISCLOSURE STATEMENT ON SECURITIES BORROWING

This statement is provided to you in accordance with Rule 668-2(4)(e}706.2(4)(e) of
the Rules of Bursa Malaysia Securities Berhad.

The purpose of this statement is to inform you that the risk of loss in borrowing
securities for the purposes permitted under the Rules of Bursa Malaysian Securities
Bhd, which can be substantial. You should therefore assess if borrowing securities is
suitable for you in light of your financial circumstances. In deciding whether to borrow
securities you should be aware of the following:-

(a) where the return of securities to the lender, which securities is equivalent to
the securities borrowed, is by way of purchase on the market, the buy price of
the securities may be substantially higher than the price of the securities at
the time of borrowing;

(b) under certain conditions, it may be difficult to buy back securities equivalent
to the securities borrowed;

(c) the lender may recall on the securities borrowed at any time which
necessitates the buying back of securities equivalent to the securities
borrowed; and

(d) the securities borrowed may no longer be eligible for borrowing in the future
and as such the lender may recall on all of that securities borrowed by all
borrowers  which may necessitate the buying back of the securities
equivalent to that securities borrowed, by all borrowers. This ‘buying back’
thereof may result in the buy price of those securities to go up significantly.

This brief statement cannot disclose all the risks and other aspects of borrowing of
securities. You should therefore carefully study the terms, conditions, the rules and
regulations pertaining to borrowing of securities before engaging in this activity. If you
are in doubt in relation to any aspect of this statement, you should consult your
Participating Organisation.

ACKNOWLEDGEMENT OF RECEIPT OF THIS
RISK DISCLOSURE STATEMENT

| acknowledge that | have received a copy of the RISK DISCLOSURE STATEMENT ON
SECURITIES BORROWING and understand its contents which have been explained to me
by the Participating Organisation.

Signature
Full name
Date

29 December, 2010



APPENDIX 62 -PARHCIPATING-ORGANISATHON-DECLARATION ON OFF-BALANCE

SHEET TRANSACTIONS
[RULE-602:4702.3

PARTICIPATING ORGANISATION:

We, for and on behalf of the Participating Organisation, to the best of our knowledge and belief, and

having made appropriate enquiries on other directors and officers of

(i)

(ii)

(i)

(iv)

(name of the Participating Organisation), hereby make the following representations:-

The Participating Organisation *has in the month of , entered
into Off-Balance Sheet Transaction(s) as specified in the attachment(s) / *has not undertaken
any Off-Balance Sheet Transaction in the month of ;

that the Off-Balance Sheet Transaction(s) entered into by the Participating Organisation prior

to the month of , which remain to be performed or discharged are as
specified in the attachment(s) / *does not have Off-Balance Sheet Transaction(s) entered into
previous to the month of which remain to be performed or discharged;

that all Adverse Event(s) in relation to the Participating Organisation’s entry into the Off-
Balance Sheet Transaction(s) specified in (i) and (ii) above is(are) appended to the
attachment herein; and

that all changes, amendments, variations or supplements to the terms and conditions of the
Off-Balance Sheet Transaction(s) are reported herein as required under Rule 602:.4{1)}{e}
702.3(1)(e) and is (are) appended to the attachment herein.

{Head-of Operations)Authorised signatory {Compliance-Officer)

OR, in the case of a Universal Broker: -

Date:

* Delete if not applicable

29 December, 2010



APPENDIX 62 OFF-BALANCE SHEET TRANSACTIONS
[Rule 662:4702.3] MONTH OF:

PARTICIPATING ORGANISATION:

Note: 1. Report(s) on Adverse Events in relation to the abovementioned Off-Balance Sheet Transaction(s) must be appended to this attachment.
2. Report(s) relating to any changes, amendments, variations or supplements to the terms and conditions of the abovementioned Off-Balance Sheet Transaction(s) must
be appended to this attachment.

29 December, 2010



APPENDIX-+Z3 MONTHLY RETURNS ON CREDIT FACILITIES
[RULE-703-12708.2(23)] EXTENDED IN RELATION TO MARGIN ACCOUNT

To: Bursa Malaysia Securities BerhadPengurus

Participants Supervision Divisiondabatantmbangan-Pembayaran

Level 12, Exchange SquareBank-Negara-Malaysia
Bukit Kewangandalan-Bate-Onn

50480-50200Kuala Lumpur

Name of Participating Organisation:-

Report on Margin Accounts
as at last market day

forthe monthof ................o i, 20.........
Name of client *1 *2 *3 *4
Approved limit Outstanding Value of equity | (d/c) x 100 (b/g x 100)
RM balance RM
RM
(@) (b) (©) (d) (e) (®
TOTAL
RM
(9) Participating Organisation’s Effective Shareholders Funds of which
(h) Paid-up capital
0] Published reserves
)] Total of (c) = times
(9)
Authorised signature:
............... Name
.......................... DeS|gnat|on
..................... Date

Note:  1* “Approved limit” refers to the maximum amount of margin financing permitted to be

utilised by the client.
2* “Outstanding balance” is as defined under Rule 763101.1 of the Rules.
3* “Equity” is as defined under Rule 763101.1 -of the Rules.







]

Comment [B1]: Deleted as we have removed the

requirement for submission of this declaration.

1

~ AN AN A -~ ~ AN AN AN A

davof
Gay-ot

We
Al

tHHS

20

this




APPENDIX 104 — DECLARATION ON COMPLIANCE_FOR REGULATED SHORT SELLING
[704.4(1)(€)803.2(1)(c)]

To:  Bursa Malaysia Securities Berhad
DECLARATION ON COMPLIANCE

Pursuant to the requirements of Rule-704-4{1}{)803.2(1)(c), we [name of Participating Organisation ]
hereby declare as follows:

1. that we have formulated a set of the linternal Gguidelines for Regulated Short Selling which have
been approved by the board of directors;

2. the linternal Gguidelines for Requlated Short Selling have been brought to the notice of the
relevant employees and registered persons who have read and understood the contents therein;

3. that the linternal Gguidelines for Requlated Short Selling comply with the requirements set out in
Rule-764-3803.2(1)(a);

4. that all relevant systems and infrastructure including front office and/or back office systems have
been verified and assessed in terms of application as well as software and the hardware
capabilities and are confirmed to be operational and have all the functionalities, requirements
and controls in place for the purpose of carrying out securities borrowing and lending activities
and regulated short selling activities in accordance with these Rules; and

Dated this [ ] day of | ] [year].

Signed : [Head-of Operations]Authorised signatory
Date

. : [ : . " ficer]
Date

29 December, 2010



APPENDIX 315 - NOTIFICATION REQUIRED IN ORDER TO CARRY OUT MARKET MAKING AND
PERMITTED SHORT SELLING AND DECLARATION REQUIRED FOR PERMITTED SHORT
SELLING

[RULE-303A.2(1)402.2(1), RULE 305A.2(1){c)404.2(1)(c) AND RULE 305A.2(5)404.3(5)]

To: Bursa Malaysia Securities Berhad
PART A
NOTIFICATION REQUIRED FOR MARKET MAKING

Pursuant to the requirements of Rule 303A-2(1)402.2(1) we [name of Market Maker] hereby provide
notification as follows:

Name of Market Maker

Designated Trading account/s

Designated CDS account numbers:

The date of opening of accounts:

Dated this [ ] day of [ ] [year].

Signed : [Authorised Signatory]
Date

PART B

Pursuant to the requirements of Rule 305A-3(5)404.3(5) we [name of Market Maker] hereby provide
notification as follows:

Futures accounts numbers:

The date of opening of accounts:

DECLARATION ON COMPLIANCE

Pursuant to the requirements of Rule 305A-2{(1}{€)404.2(1)(c) we [name of Market Maker] hereby
provide notification as follows:

1. that we have formulated the internal guidelines for permitted short selling which have been
approved by the board of directors;

2. that the internal guidelines for permitted short selling comply with the requirements set out in Rule

305A2(1)(a)404.2(1)(a) respectively; and

3. that all relevant systems and infrastructure including front office and/or back office systems have
been verified and assessed in terms of application as well as software and the hardware
capabilities and are confirmed to be operational and have all the functionalities, requirements and

controls in place for the purpose of carrying out permitted short selling activities in accordance with
these Rules.

Dated this [ ] day of [ ] [year]

Signed : [Authorised Signatory]Date :

29 December, 2010



APPENDIX 126 — DECLARATION ON DIRECT BUSINESS TRANSACTION
[RULE-902.5(2)(5)1002.5(2)(b)]

DECLARATION

I/'We*, named below, do declare that:-

(a) I/'We* am/are* the authorised signatory(ies) of [insert name of corporation]** ;

(b) I/We*/[insert name of corporation]** intend(s) to buy/sell* the following securities by way of

a Direct Business Transaction as defined in the Rules of Bursa Malaysia Securities

Berhad:-
PARTICULARS

(i)  Type of Direct Business Transaction Married/Crossing

(ii) Counter (short name & stock code)

(i)  No. of securities involved

(iv)  Price per unit of securities

(v) Name of Participating Organisation (for buyer)

(for seller)

(c) the information, in particular the basis on which the price was agreed and the specific
reason for the transaction, and documents furnished to the Participating Organisation to
evidence the information submitted herein to the Participating Organisation are true and
accurate ; and

(d) the transaction is genuine and all other written law, directives or guidelines relevant to
such transaction, if any, have been duly complied with.

Dated this day of 20

(Name of signatory)

*Please delete whichever is not applicable
**Only applicable if the DBT is by a corporation

29 December, 2010



SCHEDULE 1
Rule 310.5(1)

DEALER’S REPRESENTATIVE'S SCOPE OF ACTIVITIES

Permitted Activities

Prohibited Activities

(a)  Commissioned Dealer’s

Trading on behalf of Clients only

Representative

Any other activity the Commission permits

Proprietary trading for the Commissioned Dealer’s

Representative’s Participating Organisation

= Day Trading

Comment [B1]: The table below simplifies the
scope of activities of a DR so that the reader of
our rules can at one glance see the permitted
activities and the prohibited activities of DRs.

() Salaried Dealer’s

Representative

Proprietary trading for the Salaried Dealer's Representative’s

Trading on behalf of Clients (if doing proprietary trading

Participating Organisation (only if not trading on behalf of
Clients). Includes trades executed for the Participating
Organisation’s Related Corporations referred to in Rule [6 ]

Trading on behalf of Clients (only if not doing proprietary

for the Salaried Dealer’'s Representative’s Participating
Organisation). This prohibition does not extend to trades
executed for the Participating Organisation’s Related
Corporations referred to in Rule [6 ]

Proprietary trading for the Salaried Dealer’s

trading for the Salaried Dealer’s Representative’s Participating

Representative’s Patrticipating Organisation (if trading on

Organisation)

Any other activity the Commission permits

behalf of Clients)

= Day Trading

(c)  Proprietary Day Trader

Day Trading

Any other activity the Commission permits

Proprietary trading for the Proprietary Day Trader's

Participating Organisation other than Day Trading

Trading on behalf of Clients

Acting as a Future’s Broker's Representative

29 December, 2010

\

Comment [B2]: In gist, the permitted activities
for a SDR are:

(a) proprietary trading (if not trading on behalf
of clients);

(b) trading on behalf of clients (if not doing
proprietary trading.

Since we are giving the flexibility for a DR who
is conducting proprietary trades for its PO to
also execute trades for the PO’s Related
Corporations, we have reflected this in this table
as well i.e. SDRs who do proprietary trades may
also execute trades for the PO’s Related
Corporations. Likewise, the prohibition on
trading on behalf of Clients (if the SDR does
proprietary trading) does not extend to trades
executed for the PO’s Related Corporations.




SCEERLLEL D Rl fas) PROCEDURES PURSUANT TO-RULE 4033 DECLARATIONON

SCHEDULE 52
[Rule 503CHARTER 45]

DEFAULTERS

For the purpose of reperting-to-the-Exchange-under posting a Client as a Defaulter under

Rule 4503.13(1) ef-these—Rules, all-a Participating Organisations must declare to the
Exchange that the Participating Organisation has shall-cemplycomplied -with the procedures

mentioned hereunder-below-

@

(b)

©

(d)

All-Participating-Organisations-shall-issued a -written notices of demand to the Client
by giving at least fourteen (14) days

theirclients who-have an outstanding-obligation_
notice to settle any-obligations-the debt as mentioned under Rule 4503.13(1).

The said notice of demand shal-must contain inter-atia-the following matters -

(0] Total amount of the financial-outstanding—or—details—of -other—outstanding
obligations_debt owing;

(ii) A formal demand to the said—€Client to settle or regularise the alleged

financial-outstanding-or-other-obligationsdebt owing; and

(i) To inform the eClient that his failure to respond to the erentertain-the-said
notice of demand to—the—satisfaction—of-theParticipating—Organisations
conecerned-may result in the—reperting—of-the—Client being posted to-the
Exchange-as a Defaulter by the Exchange and to further inform the Client of
the consequences of being posted as Defaulterin—accordance—to—Rule
403-1H1);

If ir-the-event_ the said-_eClient responds to the Participating Organisations’ demand
with seme-allegation,-complaint-or-dispute on the-alleged-outstandingdebt owing, the
Participating Organisations must first enquire into it before reperting—notifying the
Exchange to-the-Exechange-pursuant to Rule 4503.13(1)._If the dispute cannot be
resolved, the Participating Organisation cannot notify the Exchange to post Client as
a Defaulter.

If in-the-event-that-the eClient fails to respond in writing to the demand made by the
Participating Organisations within the specified period or does not dispute the debt
owing after due process as mentioned in para (c), the Participating Organisations

may notify the Exchange to post preceed-torepert-to-the-Exchange-the Client as a
Defaulter pursuant to Rule 4503.13(1).

A Partlcmatlnq Orqanlsatlon must submit the foIIowmq document and |nformat|on The

(i) an undertaking from the Participating Organisations to grant an absolute
indemnity in favour of the Exchange as a result of the any-action—of-the
Exchange posting the Client as a Defaulter under Rule 4503.13;_and

(ii) detail particulars of the eClient including the name of the Dealer's
Representative concerned; and

Comment [B1]: This Schedule is amended to
reflect the fact that the Exchange will no more
be undertaking due diligence exercise in posting
the names in the Defaulter’s list maintained by
the Exchange. The Exchange will be relying to
the on declaration by the Participating
Organisation.




Schedule 2A-3[Chapter 89]

SCHEDULE 2A3 [Chapter 89]

29 December, 2010

Comment [B1]: Deleted as the same is
incorporated in Rule 802.1(1).

Comment [B2]: Deleted as the same is
incorporated in Rule 802.1(1).

-
Comment [B3]: The term “Immediate Basis

Contracts” is deleted from the rules as the same
is no longer relevant to the Exchange.
Immediate Basis Contracts were introduced
when the delivery and settlement cycle was
T+7. No contracts are currently traded based on
immediate basis and as such there is no utility

Lin maintaining Immediate Basis Contracts.

=
Comment [B4]: The term “Immediate Basis

Contracts” is deleted from the rules as the same
is no longer relevant to the Exchange.
Immediate Basis Contracts were introduced
when the delivery and settlement cycle was
T+7. No contracts are currently traded based on
immediate basis and as such there is no utility

kin maintaining Immediate Basis Contracts.




Schedule 2A-3[Chapter 89]

-
Comment [B5]: Deleted as the same is
incorporated in Rule 804.2(1)(a).

L

-
Comment [B6]: This requirement is moved to
the Clearing House Rules, in line with removing
the delivery and settlement obligation between
POs and the Clearing House from the rules to

kthe Clearing House Rules.

L

L

N
Comment [B7]: This requirement is moved to
the Clearing House Rules, in line with removing
the delivery and settlement obligation between
POs and the Clearing House from the rules to

kthe Clearing House Rules.

L

{ Comment [B8]: Deleted as the same is
incorporated in Rule 804.2(1)(b).

"~ 4 comment [B9]: Deleted as the same is
merged and incorporated into

N\ JL

=
Comment [B10]: Deleted as the same is
incorporated in Rule 804.2(2).

L J

Comment [B11]: The term “Immediate Basis
Contracts” is deleted from the rules as the same
is no longer relevant to the Exchange..
Immediate Basis Contracts were introduced
when the delivery and settlement cycle was
T+7. No contracts are currently traded based on
immediate basis and as such there is no utility

L in maintaining Immediate Basis Contracts.

-
Comment [B12]: The term “Immediate Basis
Contracts” is deleted from the rules as the same

is no longer relevant to the Exchange..
Immediate Basis Contracts were introduced
when the delivery and settlement cycle was
T+7. No contracts are currently traded based on
immediate basis and as such there is no utility

L in maintaining Immediate Basis Contracts.

29 December, 2010



Schedule 2A-3[Chapter 89]

29 December, 2010

p
- 7| Comment [B13]: This requirement is moved

to the Clearing House Rules, in line with
removing the delivery and settlement obligation
between POs and the Clearing House from the
rules to the Clearing House Rules.

L

-

P

Comment [B14]: This requirement is moved
to the Clearing House Rules, in line with
removing the delivery and settlement obligation
between POs and the Clearing House from the
L rules to the Clearing House Rules.

L

Comment [B15]: Deleted as the same is
incorporated in Rule 804.2(4).

N JL

N
— 7| Comment [B16]: This requirement is moved

to the Clearing House Rules, in line with
removing the delivery and settlement obligation
between POs and the Clearing House from the
L rules to the Clearing House Rules.




Schedule 2A-3[Chapter 89]

29 December, 2010

i

Comment [B17]: Deleted as the same is
covered under Rule 803.1(1).

Comment [B18]: The term “Immediate Basis
Contracts” is deleted from the rules as the same
is no longer relevant to the Exchange.
Immediate Basis Contracts were introduced
when the delivery and settlement cycle was
T+7. No contracts are currently traded based on
immediate basis and as such there is no utility
in maintaining Immediate Basis Contracts.




Schedule 2A-3[Chapter 89]

_ - - 71 Comment [B19]: Deleted as the same is
covered under Rule 805.1(1).

_ — - 7| Comment [B20]: The term “Immediate Basis
Contracts” is deleted from the rules as the same
is no longer relevant to the Exchange.
Immediate Basis Contracts were introduced
when the delivery and settlement cycle was
T+7. No contracts are currently traded based on
immediate basis and as such there is no utility
in maintaining Immediate Basis Contracts.

29 December, 2010



SCHEDULE 2A-1— READY BASIS CONTRACT

Schedule 2A-3[Chapter 89]

SCHEDULEDDELIVERY-TIME,
EVENTS ™ T+l T+2 3 T+

1 | DateofContracts

) ) L

o1 .

77777777777 D;7h7777:h7H77h7N:57T777777777777777777
e
A | BookEatyDelvery - — — L ____L______ | ________] ]
| otiaterthan .00 3m) |

_AutomaticBuylagln- — — — — _ | _ _ _ | __ __ __

SCHEDULED SEFFLEMENTRIME

B4 | pososelingClient — _ _ _ _ | _ |- ______|_________| Motlaterthant230pm) |

B4 | CleasingHousetoPO _ _ _ _ _ | - _ _ | |_________ _|Meteerhanio00an | |

Bd_| potoClearingeuse _ _ _ _ _ | _ _ _ _ | __ __ __ | ____ _____|WMethertanlo0am |

B4 | Buying ClienttoPO _ _ _ _ _ _ | S S — N BN
{Closing off Purchase-Posiion) ftiater e 12307

[learing-House

Bursa Mal

iaSeeurities Clearing Sdn nhr«}

| PotoSellingClient — _ _ _ _ L | ~_____ | ________|____ (Notlaterthan 1236pm) |
b4 | CleatingHousetoe _ _ _ _ _ | __ _ | _______________]____ (otlaterthen 1000am) _ _ _ |
b4 | potoCleatingHouse _ _ _ _ | - _ | ______\_________|____ (otlaterthan_1000am) _ _ _ |
12.30-pm
Blsengou | L 1 5

DELIVERY AND SETTLEMENT TIME FOR ON MARKET TRANSACTION

Type of | Tradeable Payment to | Delivery to | Payment by | Selling-out
Contract Balance in | selling Client buying Client buying Client (Rule 906.1(1))

seller’s (Rule 905.1(1)) (Rule 902.1(2)) (Rule 905.1(2))

account

Rule 902.1(1
Ready Basi§ | T+2by 4.00 p.m | T+3, not later | T+3, not later | Not later than | T+3, from 12.30 |

than 12.30 p.m than 9.00 a.m 12.30 _p.m on | p.muntil T+4
TI+3
29 Decembe

_ -1 Comment [B21]: Deleted as the delivery

N ‘{Comment [B26]: Deleted as the same is }
N

s 1 below.
] rules to the Clearing House Rules.

| rules to the Clearing House Rules.

obligation by the seller is clarified in Rule
802.1(1) i.e PO must deliver the securities by
having the quantity of securities sold in the
contract as tradeable balance in the selling
client’s CDS Account not later than the day and
time stipulated in Schedule 2. In this respect, a
PO must comply with the necessary procedures
and timing set under the Depository Rules to
ensure that the PO comply with this obligation.

Comment [B22]: Deleted as the same is
covered under Rule 802.1(1) and in the table in
1 below.

Comment [B23]: Deleted as the same is
covered under Rule 802.1(1) and in the table in
1 below.

Comment [B24]: Deleted as the same is
covered under Rule 803.2(5) and in the table in
1 below.

Comment [B25]: The scheduled settlement
time for Ready Basis contract that is applicable
to PO and clients is moved to and simplified in
the table in 1 below.

moved to and simplified in the table in 1 below.

Comment [B27]: This requirement is moved
to the Clearing House Rules, in line with
removing the delivery and settlement obligation
between POs and the Clearing House from the
rules to the Clearing House Rules.

Comment [B28]: This requirement is moved
to the Clearing House Rules, in line with
removing the delivery and settlement obligation
between POs and the Clearing House from the
\ rules to the Clearing House Rules.

Comment [B29]: Deleted as the same is
moved to and simplified in the table in 1 below.

Comment [B30]: Deleted as the same is
covered under Rule 803.2(6) and in the table in

Comment [B31]: This requirement is moved
to the Clearing House Rules, in line with
removing the delivery and settlement obligation
between POs and the Clearing House from the

Comment [B32]: This requirement is moved
to the Clearing House Rules, in line with

removing the delivery and settlement obligation
between POs and the Clearing House from the

\
77777 \{Comment [B33]: Deleted as the same is
\
\!

r, 2010

moved to and simplified in the table in 1 below. }
longer used in this Schedule. }

N {Comment [B34]: Deleted as the term is no
\
\

Comment [B35]: The delivery and settlement
time for Ready Basis contract as reflected in the
previous Schedule 2A is incorporated in a table
format here for clarity purpose.




Schedule 2A-3[Chapter 89]

EVENTS R T+1 T+2 T+3
1 | Date-of-Contracts
2 | Securities Settlement
A .
21 ; Securi . .
by Dy
)l L

{Not later than 10.00 am)

{Not later than 10.00 am)

34 | Buying Clientto-PO
« } {Not  later than-12.30-pm)
e
PO . Participating Organisation

29 December, 2010

Comment [B36]: The term “Immediate Basis
Contracts” is deleted from the rules as the same is no
longer relevant to the Exchange. Immediate Basis
Contracts were introduced when the delivery and
settlement cycle was T+7. No contracts are currently
traded based on immediate basis and as such there is
no utility in maintaining Immediate Basis Contracts.

7| Comment [B37]: The term “Immediate Basis

Contracts” is deleted from the rules as the same is no
longer relevant to the Exchange. Immediate Basis
Contracts were introduced when the delivery and
settlement cycle was T+7. No contracts are currently
traded based on immediate basis and as such there is
no utility in maintaining Immediate Basis Contracts.

Comment [B38]: The term “Immediate Basis
Contracts” is deleted from the rules as the same is no
longer relevant to the Exchange. Immediate Basis
Contracts were introduced when the delivery and
settlement cycle was T+7. No contracts are currently
traded based on immediate basis and as such there is
no utility in maintaining Immediate Basis Contracts.

1

Comment [B39]: Deleted as the term is no longer
used in this Schedule.

)




Schedule 2A-3[Chapter 89]

29 December, 2010




DELIVERY AND SETTLEMENT TIME FOR DIRECT BUSINESS TRANSACTIONS

SCHEDULE 4
Rule 1001.3

Delivery by | Payment to | Delivery to | Payment by | Selling Out
selling PO selling Client buying Client buying Client

Not later than T+2 | T+3, not later | T+3, not later | Not later than | T+3, from 12.30
by 4.00 pm than 12.30 pm than 12.00 p.m 12.30 pm on T+3 | p.m until T+4

29 December, 2010

Comment [B1]: This Schedule on delivery
and settlement for Direct Business transactions
is incorporated to provide for the delivery and
settlement between PO and its clients in relation
to Direct Business transactions. The delivery
and settlement obligations are incorporated into
a table format consistent with the format for the
delivery and settlement time for Ready Basis
contract in the amended Schedule 3.




SCHEDULE 5

Rule 1002.5(2)
PRICES OF SECURITIES TRANSACTED IN DIRECT BUSINESS [TRANSACTIONS _ _ —-{ comment [B1]: This Schedule is adopted
from current Rule 902.5(3).
Price of securities Transaction price
RM1 or more more than 15% or less than
15% of PVWAP
less than RM1 more than 15 sen or less than
15 sen of PVYWAP

* PVWAP means the VWAP of the Securities on the preceding Market Day or, if no trade in respect of
the Securities was effected on the preceding Market Day, the VWAP of the Securities on the last
Market Day in which trades were conducted.

29 December, 2010



SCHEDULE 6
Rule 1003.1(2)

PRICES OF SECURITIES TRANSACTED IN DIRECT BUSINESS TRANSACTIONS FOR THE
FIRST DAY OF TRADING OF SECURITIES UPLIFTED FROM TRADING HALT OR SUSPENSION,

LISTED AND QUOTED AND TRADING EX-ENTITLEMENT OR AFTER A CORPORATE ACTION - ‘[

Comment [B1]: The table below adopted and
simplifies current Rules 903.1(2).

)

Transaction Price
When there are trades on the first trading When there are no trades in the first
session trading session
more than 15% or less than 15% of the more than 15% or less than 15% of the
VWAP of the first trading session Reference Price

29 December, 2010



SCHEDULE 7
Rule 1102.1(3)

ICOMMISSION RATESF

Comment [B1]: The table below simplifies
previous Rules 1001.1(4) to (7). We have also
done away with the distinction between retail
and institutional commission rates and have
standardised the two. There will now be only
one rate applicable to both institutional and
retail Clients and this would be the rate currently
applicable to institutional clients. Schedule 7
has been drafted on this basis.

Type of Trade Basis for Minimum Maximum
determining commission commission
commission

(a) | Online Routed Trades Fully negotiable Not applicable Not applicable

(b) | Trades paid for by Cash Fully negotiable Not applicable Not applicable
Upfront

(c) | ABFMY1 trades:

Direct Business Transactions of | Negotiable subject to | RM12.00 Not applicable

ABFEMY1 trades the minimum
commission

All other ABFMY1 trades Negotiable subject to | Not applicable 0.3% of the

(including ABEMY1 Intraday the maximum Contract

Trades) commission Value or

RM12.00
whichever is
higher
(d) | Direct Business Transactions | Negotiable subject to | Minimum Fixed | Not applicable
other than Direct Business the minimum Commission

Transactions (c) above commission

(f) | All other trades in Securities Negotiable subject to | Minimum Fixed | 0.7% of the
not specifically mentioned in | the minimum and Commission Contract

the items set out above in maximum Value

this table executed in Board | commission

Lots

(9) | All other trades in Securities Fully negotiable Not applicable Not applicable
not specifically mentioned in

the items set out above in

this table executed in less

than a Board Lot

*For_transactions in Securities denominated in foreign currency, the commission rate will be

stipulated by the Exchange in Directives.

29 December, 2010



SCHEDULE 8
Rule 1103.1

-

Comment [B1]: The table below is adopted

from the current Rule 1002.2 for ease of
reference.

SC Levy to be paid from or by: | Proportion
(@) | If both commission and The clearing fee payable to the Half of the SC Levy being
clearing fee are payable on Clearing House under the 0.0075% of the price of the
the Transaction: Clearing House Rules Transaction*
The commission payable by the | Half of the SC Levy being
buyer or the seller to the buyer’s | 0.0075% of the price of the
or seller’s Participating Transaction
Organisation
(b) | If only commission is The commission payable by the | The entire SC Levy being
payable on the Transaction: | buyer or the seller to the buyer’s | 0.015% of the price of the
or seller’s Participating Transaction
Organisation
(c) | Ifonly clearing fee is The clearing fee payable to the Half of the SC Levy being
payable on the Transaction: | Clearing House under the 0.0075% of the price of the
Clearing House Rules Transaction*
The buyer’s or the seller’s Half of the SC Levy being
Participating Organisation 0.0075% of the price of the
Transaction
(d) | If neither commission nor The buyer’s and the seller’s The entire SC Levy being
clearing fee is payable on Participating Organisation 0.015% of the price of the
the Transaction: Transaction

*If the clearing fee is subject to a ceiling, there will be corresponding ceiling on the SC Levy payable

from the clearing fee as the Securities Commission (Levy on Securities Transactions) Order 1995

stipulates.

29 December, 2010



_ — - Comment [B1]: This is the repetition of
Schedule 8N. This Schedule is deleted and
moved to Directive 1301-001 of the PO
Manuals.




“ »

_ — — 7| Comment [B1]: Deleted as the same is
incorporated in Rule 905.1(3).

_ — — 7| Comment [B2]: Deleted as the same is
incorporated in Rule 905.1(3).

_ — = 7| Comment [B3]: Deleted as the same is
incorporated in Rule 905.2(2)

_ — — 7| Comment [B4]: Deleted as the same is
incorporated in Rule 905.1(3)




SCHEDULE 3[CHAPTERD| _ o= ‘[Comment [B1]: Refer to Directive 1301-001 of}

the POs Manual.




As at 13 July 2009



LSGH-EDUI:EH—A _- ‘[Comment [B1]: This Schedule is moved to the

Clearing House Rules.

(RMY {Sen)
Less-than-1.00 0.5
Between-1.00-10-2.99 1
Between 3.00t0-4.98 2
Between-5.00t0-9.95 5
Between-10.00t0-24.90 10
Do on e 000 =
oo e b £o

03 August 2009



Schedule 6A [Chapter 11]

ISCHEDULEBA[CHAPTER LY |- ‘[Comment [B1]: This Schedule is moved to }

Directive 1201-001.

/{Formatted: Right, Tab stops: Not at 3" + 6" ]

/
As at 8 November 2006+



Schedule 6A [Chapter 11]

/{Formatted: Right, Tab stops: Not at 3" + 6" ]
7/

/
/

7/
As at 8 November 2006+




_ — - | Comment [B1]: Deleted and moved to
Directive 1201-001 of the POs Manual.

As at 4 November 2010



As at 4 November 2010



_ — — | Comment [B1]: Deleted and moved to
Directive 1203-001 of the POs Manual.

As at 04 November 2010



As at 04 November 2010



No. — rea
Accounts of Accounts As Impaired Classification Suspension
Ofnterest

onwards:

e When a DF Account|e OnT+9 | e FromT+9
remains outstanding from |  marketdays | marketdays
T+9-market days-onwards

As at 04 November 2010



As at 04 November 2010



As at 04 November 2010



SCHEDULE/SA[CHAPTERZY __ — - comment [B1]: This Schedule is deleted and
moved to Directive 1301-001 of the POs
Manual.

As at 28 September 2007



Capilll _ ___ ____ - Comment [B1]: This Schedule is deleted and
moved to Directive 1301-001 of the POs
Manual.

=} Share ﬁEanical Non-
Cumulative/Non-Redos hl

= A S
B
CORE CAPITAL

Preference Share Capital — Others
Share Premium-Account - Others

A d-Subordi | Loan

Unrealised-Gains/Unrealised-Losses

il

I et

I

As at 28 September 2007



moved to Directive 1301-001.

SCHEDULE 8B [CHAPTER 11} |- 1 Comment [B1]: This Schedule is deleted and

As at 1 November 2004



Current-Assets

Cash-and Bank Balances
—
- Non-Trust

Deposits d-banks-&fi
L

Trade-Debtors-Dealers {(aross)
N o >\9 7

— Doubtful-Debts
Provisiont .

Trade Debtors —Clients{aross)
> y 511G )

e Rot Ranking
REES e
Capital
= =
— —
= =
— —
= =
— —
— —

As at 28 September 2007



Frust-A unts— Dealers-and-clients

T - .
e
Add-—C. | used-to-secure-Deposit
N y 0 bt
Add: Coll. | used-to-secure Other
Add:-Coll lused-to-secure-Other
——Assets

LIQUID-CARITAL
) !
LIQUID MARGIN

CAPIFAL-ADEQUACY-RATIO

SCHEDULE— COUNTERPARTY-RISK

As at 28 September 2007



As at 28 September 2007



POSITION
INSTRUMENT RISK-FACTOR
= FTSE BURSA MALAYSIA KUALA LUMPUR 15%
COMPOSITE INDEX stocks
21%
. S )
5%
= FTSE BURSA MALAYSIA KUALA LUMPUR
COMPOSIFEIINBEXHfulures 1009%
.
B
e e s
——bebresenmiasfias £
. . . ) . 1206
. . . ) ‘ . 16%
stock-exchanges
= Recognised-Market-ndices 8%
Other Securities 100%
; )
. .
Country Index Country Index
Australia All-Ordinaries Netherlands EOE 25
Austria ATX Spain IBEX-35
Belgium BEL20 Sweden OMX
Canada TSE 35 Switzerland SMI
Frahee CAC40 Ui FFsE100
Germany DAX UK FTSE
=]
Japan Nikkei 225 USA S&P-500

As at 06 July 2009

N

Comment [B1]: This Schedule is moved to
Directive 1301-001 of the POs Manual.

)




As at 06 July 2009

N

Comment [B1]: This Schedule is moved to
Directive 1301-001 of the POs Manual.

)




Directive 1301-001 of the POs Manual.

IS%W ,,,,,,,,,,,,,,,,,,,,,, - ‘[Comment [B1]: This Schedule is moved to

Equity Option Inthe Inthe Outof
Position | Position Money % | Money < the
P e bt
Long-call NE NE NE
Basic
Method e Longput NE NE NE
Shortcall NSO NSO NS
Short put NSO NSO NSt
Hedging | Lengin Longput 0% Pt HO
Method security Short-call SHI SHI HO
Shortin Long call 0% LCH HO
S B L Ll HO
Key:
PRF%  The Standard Approach PRF%
L
eurrentvalue-of-the-gption-on-the-Rarticipating-Ora I 1on's-books
L F g 4

minus 0.5 times the amount by which the option is in the money,

the underlvina nosition-at 1 nrice
PAMCE o 14

to-market value of pfinn subiecttoa i im-reduction-to-zero
0 ¢)

& ot esﬁleude) .9'35“94.5‘?99.959'399 bs-the
reduction to zero




As at 28 September 2007

—/1

Comment [B1]: This Schedule is moved to
Directive 1301-001 of the POs Manual.

)




As at 05 Oct 2009

N

Comment [B1]: This Schedule is moved to
Directive 1301-001 of the POs Manual.




As at 05 Oct 2009



SCHEDULEISGCHAPTERLY ] ‘{Comment S T St s i

Directive 1301-001 of the POs Manual.

Percentage
TtoT+3-of 0:5%
| ,-. O
GauRlerparios e
Clearing TousSe-o
SRR
From T+4-to T+ 30 e 8% of the mark to market
.
oheounterparties d erence—>o the _ee’_taet
codnssen el e el
L e
e
o 0% il-the sale contract-value less
mark-to-market-value-of the stock
is-zero-or-negative

sales—contract-value-less-mark-to
market—value—of the stock—is
o
e e
B e e
. )
TtoF+3of
Exchange or other
Organisations
From-T+410-T+30 o—8% —of—the—mark—te—market
difference——ol——the——contract
of counterparties raultiplied_by-the-weighting,if-the
mark—to—market—value—less—the
e e
e o L
less—thepurchase-contract-value
! ;

As at 05 Oct 2009



As at 05 Oct 2009



__ — | Comment [B1]: This Schedule is moved to
Directive 1301-001 of the POs Manual.




(CRR)
Less than 16 days zero
16-t0-30-days 50%-of the-amount-due
Over30-days 100%-of the-ameunt-due

N

Comment [B1]: This Schedule is moved to
Directive 1301-001 of the POs Manual.




W%%Bﬁ ,,,,,,,,,,,,,,,,,,,,,, - ‘[Comment [B1]: This Schedule is moved to }

Directive 1301-001 of the POs Manual.

Written-Options 0O-(no-risk) O-(no-risk)
OFC-optionswarrants-and

equity-swaps

less-than-one-yearto A+1%of N 1% of N




E'QHEDUE%H'A‘P—TER_]L‘L}, oyorye ey o _________________ i - = ‘[Comment [B1]: This Schedule is moved to }

Directive 1301-001 of the POs Manual.

As at 28 September 2007



- -
legotiable tnstruments of Deposit
Negotiable instruments —of deposit_guaranteed by

As at 28 September 2007



Types-of Equity LERR
FTSE BURSA MALAYSIA KUALA 15% of the-amountin-excess
LUMPUR COMPOSITE INDEX of the net-exposure or position
Siocle
Other Stocksrincluding- MESBAQ -~
Unit trust/Exchange Traded Fund —
»—Equity fund 15% of the amount in excess
-~
ities £ : . :
o
Single Stocks-ir-Recog sec-Market -~
stock-exchanges of the net-exposure or position
- s Effoctives gl lara
Funds
TFypes-of Equity LERR
FTFSE-BURSAMALAYSIA-KUALA 15%-oHhe-amountin-excess
LUMPUR-COMPOSITFEINDEX
Siecle
Unit-trust/Exchange Traded Fund —
»—Equity fund 15% of the amount in excess
: -
ities § : . :
o
Indices
- : - : -
stock-exchanges

As at 06 July 2009

N

Comment [B1]: This Schedule is moved to
Directive 1301-001 of the POs Manual.

)




Types-of Equity LERR
FTSE BURSA MALAYSIA KUALA 15% of the-amountin-excess
LUMPUR COMPOSITE INDEX of the net-exposure or position
Siocle
Other Stocksrincluding- MESBAQ -~
Unit trust/Exchange Traded Fund —
»—Equity fund 15% of the amount in excess
-~
ities £ : . :
o
Single Stocks-ir-Recog sec-Market -~
stock-exchanges of the net-exposure or position
- s Effoctives gl lara
Funds
TFypes-of Equity LERR
FTFSE-BURSAMALAYSIA-KUALA 15%-oHhe-amountin-excess
LUMPUR-COMPOSITFEINDEX
Siecle
Unit-trust/Exchange Traded Fund —
»—Equity fund 15% of the amount in excess
: -
ities § : . :
o
Indices
- : - : -
stock-exchanges

As at 06 July 2009

N

Comment [B1]: This Schedule is moved to
Directive 1301-001 of the POs Manual.

)




Directive 1301-001 of the POs Manual.

SCHEDULESL{CHAPTERYY - ‘[Comment [B1]: This Schedule s moved to }




Reguirement
{PRR)
PRR-gaward BO-multiply by (OPMM minus OPM)
pledaed
coateral Where;
OPM =
Discounted MTM-of collateral-onward pledgedx-100%
5 - -
Key
g0 ) )
enward-pledged-collateral
p_edged collateral,—aiter—applying ’t e—app cable
BO
OPM The Onward Pledge Margin
Biseceunted Fhe-mark—to—market-value—of-the—onwardpledged
MM : ) . |

—/1

Comment [B1]: This Schedule is moved to
Directive 1301-001 of the POs Manual.

1




_ — -~ Comment [B1]: This Schedule is moved to
Directive 1301-001 of the POs Manual.




Directive 500-001 of the POs Manual.

SCHEDULEQ[CHAPTERE j - ‘[Comment [B1]: This Schedule is moved to }

As at 3 January 2007



SCHEDULE[O[CHAPTERZ} | ‘[Comment [B1]: This Schedule is moved to }

Directive 500-001 of the POs Manual.

As at 3 January 2007



SCHEDULE11[C Al _ - 7| Comment [B1]: This Schedule is moved to
SeLE e 1 Directive 500-001 of the POs Manual.

SCHEDULE 11(Chapter 4) MINIMUM
[Rute-407-2(2)b)} COVERAGE
OF
INSURANCE
POLICY

As at 1 July 2007
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