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Bursa Malaysia Derivatives Berhad

Date : 18 NOVEMBER 2009 Trading Participant Circular : 38/2009

AMENDMENTS TO THE RULES OF BURSA MALAYSIA DERIVATIVES BERHAD

(“RULES OF BURSA DERIVATIVES”) IN RELATION TO ENHANCING

FLEXIBILITY IN DOING BUSINESS

INTRODUCTION

Bursa Malaysia Derivatives Bhd (“the Exchange”) has amended the Rules of Bursa
Derivatives to provide Trading Participants (“TPs”) with greater flexibility in relation to carrying
on their business.

AMENDMENTS TO THE RULES OF BURSA DERIVATIVES

Pursuant to section 9 of the Capital Markets and Services Act 2007, the Rules of Bursa
Derivatives have been amended as set out in Annexure 1 (“the Amendments”). The salient
amendments are set out below:

(@)

(b)

(©)

(d)

Prescribed client agreements under Schedules 1 and 1A

The requirement for a client to execute the prescribed agreements in Schedules 1
and 1A before the TP can commence trading for the client has been replaced with a
requirement for the client to execute a written agreement that fulfils the requirements
set out in the amended rules. See amended Rules 603.1(a)(iii) and 603.1A(b)(iii), the
new Rule 603.1(a)(iv) and the deleted Rule 606.1 and Schedules 1 and 1A.

Appointment of Designated Representative

An existing client of a TP can now nominate another client of the same TP as a
Designated Representative of the first mentioned client provided that the TP obtains a
written authorisation from the first mentioned client. See amended Rule 603.1(b)
which is to be read together with the revocation of Trading Participant Circular
15/2002 referred to in paragraph 3 below.

Advertising and Publicity

The requirement for the Exchange’s approval to be obtained before advertisements,
sales literature, educational materials etc. are issued has been replaced with the
requirement that the TP’s advertising or publicity must comply with the requirements
set out in the amended Rule 603.5.

Employee/Director Trading

0] The requirement for employees and directors of a TP to obtain consent to
open a trading account with another TP will now only apply to the employees’
or directors’ accounts as defined in the amended Rule 601.2B(a). Previously,
the requirement extended to accounts in which the employee or director had
a direct or indirect interest. See amended Rule 601.2B(a).
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(i) The rules have also been amended to clarify the requirement that TPs must
approve each trade executed on account of its employee or director. The
requirement for consent to be obtained before business may be transacted
for immediate family members of the employee has been removed. See
amended Rule 601.2B(b).

(N

(e) Continuing responsibility of TP

Rule 601A.1(c) has been amended to clarify that a TP is responsible for the activities
of their Registered Representatives and Local Participants stationed at the premises
of a Universal Broker, Eligible Non-Universal Broker, Special Scheme Broker or
Investment Bank.

® Contract specifications for the Crude Palm Oil Futures Contract

Schedule 13 has been amended to incorporate a provision on the settlement of
weight difference in the delivery of crude palm oil.

3. REVOCATION OF MEMBERS CIRCULAR 15/2002

With reference to paragraph 2(b) above, Members Circular 15/2002 dated 24 April 2002
pertaining to the Restriction on Nomination of Client as a Designated Representative is
revoked with effect from the Effective Date referred to in paragraph 4 below.

For the avoidance of any doubt, Trading Members Circular 35/99 dated 9 November 1999
and Trading Participant Circular 7/2009 dated 20 February 2009 remain in full force and
effect.

4, EFFECTIVE DATE

Please be informed that the Amendments are effective from 18 November 2009 (“Effective
Date”).

All rules, directives, circulars in force which make reference or contain provisions relating to
the above matters shall have effect from the Effective Date as if such reference or provisions
relate to the Amendments.

5. CONTACT PERSONS
In the event of any queries in relation to the Amendments, kindly contact the following
persons:
Name Contact Details
Ng G-Ming 03-2034 7364
Ng_ GM@bursamalaysia.com
Pasupathy Velauthah 03-2034 7141
Pasupathyvelauthah@bursamalaysia.com
Lim Yoke May 03-2034 7312
Yokemay_Lim@bursamalaysia.com

This Circular is available at
http://www.bursamalaysia.com/website/bm/rules_and regulations/bursa rules/bm_securities.html

REGULATORY POLICY & ADVISORY
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RULE AMENDMENTS

in relation to enhancing flexibility
in doing business

% BURSA VIALAYSIA

RULES OF BURSA MALAYSIA DERIVATIVES BERHAD
RULE AMENDMENTS IN RELATION TO ENHANCING FLEXIBILITY IN DOING BUSINESS

The following sets out the rule amendments to provide greater flexibility in doing business by the
Trading Participants.

1.0 RULE 601.2A
Rule 601.2A

1.1 Rule 601.2A be amended as follows:

For the purpose of this sub-Rule 601.2, “employee” shall include Registered Representatives

and Reg|stered Representatlves in trammg%@mete#&ef—ﬁadwgﬁa#ﬂewﬂ—and%ny

2.0 RULE 601.2B
Rule 601.2B(a)
2.1 Rule 601.2B(a) be amended as follows:
It shall be the responsibility of the Trading Participant to ensure that:

(a) no business_account shall be opened knowingly—betransacted—by a Trading
Participant (“First Trading Participant”) on behalf of an employee or director of
another Trading Participant (“Second Trading Participant”) erferan-accountin-which

suebemslevecordirestorhosannterostoiherdirecthrarindiresth~without the prior
GGHSGHFWI’IHGH approval |ssued by eHhe second Tradlng Part|C|pant For-the

eeﬂsenkl&ebtamedrtrermt&BeardQLDweete#&For the purposes of Rule 601 2B(a)

(i) A director’'s account includes an account within the control of the director or
which is held by a company in which the director has 15% or more direct equity

shareholding.

(i) An_employee’s account _includes an account which is held by a company in
which the employee has 15% or more direct equity shareholding.

Rule 601.2B(b)

2.2 Rule 601.2B(b) be amended as follows:
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a Trading Participant must issue a prior written approval for each trade in Contracts
proposed to be executed on account of its employee or director whether the trade in
Contracts is proposed to be executed through the Trading Participant itself or through
another Trading Participant. Such approval can only be issued if the Trading
Participant is satisfied that trading in the Contracts does not conflict with the interests
of any Client of the Trading Participant. For purposes of this Rule 601.2B(b):

(i) A director’s account includes an account within the control of the director or
which is held by a company in which the director has 15% or more direct
equity shareholding.

(ii) An employee’s account includes an account which is held by a company in
which the employee has 15% or more direct equity shareholding.

3.0 RULE 601A.1
Rule 601A.1(c)

3.1 Rule 601A.1(c) be amended as follows:
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For the purposes of this Rule, the Trading Participant shall be responsible for the activities
that are carried out by their Registered Representatives engaged and employed by that
Trading Participant, and the Local Participants who clear their trades via that Trading
Participant (and for whom that Trading Participant is a nominating participant) who may be
stationed at the principal office or any branch office(s) of the Universal Broker, Eligible Non-
Universal Broker, Special Scheme Broker or Investment Bank.

4.0 RULE 603
Rule 603.1(a)(ii) & (iii)
4.1 Rule 603.1(a)(ii) & (iiii) are amended as follows:

Without prejudice to the generality of Rule 601, a Trading Participant shall, in relation to its
dealings with Clients, be responsible:

(a) before commencing to trade in Contracts for or on behalf of any Clients, to ensure
that the following procedures are complied with:

(i) the Trading Participant shall exercise due diligence in learning the essential
facts as to the Client and its or his investment objectives and financial
situation and shall make and retain a record of such information. Based upon
such information, a Compliance Officer or such other persons appointed by
the Trading Participant shall approve in writing the Client's account for
trading; provided, that if the person approving is not a Compliance Officer, his
approval shall be subject to review by a Compliance Officer;

(if) [This sub-rule has been deleted] the—background-and-financial-information
after the Client’s-account has been-approved for trading;

must _enter into a written agreement with the Client for whom the Trading
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Participant opens a Client Account. The written agreement between the
Trading Participant and the Client must:

(A) contain _the terms and conditions for the operation of the Client
Account;
(B) contain the Client’'s obligation to comply with these Rules, whether

these Rules apply directly or indirectly to the Client;

(C) not contain any term inconsistent with any provision in these Rules;
and
(D) not contain_any term, the effect of which is to exclude or limit the

liability of that Trading Participant, its employees, or its agents, to the
Client for negligence, fraud or dishonesty, in relation to the Trading
Participant’s activities as a futures broker.

Rule 603.1(a)(iv)
4.2 A new Rule 603.1(a)(iv) be introduced as follows:

(iv) if the Executing Broker and Clearing Broker are two different parties within the
meaning of Rule 603.1A, the Executing Broker, Clearing Broker and Client must
also, in_addition to Rule 603.1(a)(iii) above, enter into a written agreement which
addresses the terms and conditions of the giving up and clearing of Contracts
between the parties. The written agreement between the Executing Broker, Clearing
Broker and Client must:

(A) contain _terms and conditions for the giving up and clearing of Contracts
between the parties; and

(B) contain the Client’'s obligation to comply with these Rules, whether these
Rules apply directly or indirectly to the Client; and

(C) not contain any term inconsistent with any provision in these Rules; and

(D) not contain any term, the effect of which is to exclude or limit the liability of
that Trading Participant, Clearing Participant, their employees, or their
agents, to the Client for negligence, fraud or dishonesty, in relation to their
activities as a futures broker or Clearing Participant respectively.

Rule 603.1(a)(iv)
4.3 The current Rule 603.1(a)(iv) be renumbered Rule 603.1(a)(v) and amended as follows:
(vv)  the Trading Participant shall:

(A) give to the prospective Client a document which contains, at the minimum,

the following:
(1) an explanation of the nature of Contracts;
(2) an explanation of the nature of the obligations assumed by a Client

who instructs a Trading Participant to enter into a Contract;
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(3) a Risk Disclosure_Statement—Becument as prescribed by the
Exchange in Schedule 2; and

(4) the specifications and details of the essential terms of each kind of
Contract in which the Trading Participant trades for the Client.

(B) obtain a written acknowledgement, signed by the prospective Client, that the
Client has received the document referred to in paragraph (A). Similarly, the

Client must sign the Risk Disclosure BecumentStatement that is furnished by
the Trading Participant, prior to the Client’s account being approved;

Rule 603.1(b)
4.4 Rule 603.1(b) be amended as follows:

Without prejudice to the generality of Rule 601, a Trading Participant shall, in relation to its
dealings with Clients, be responsible:

(b) to obtain preper—written authorisation from the Client in relation to accepting
instructions from any person or persons on behalf of a Client;

50  RULE603.1A
Rule 603.1A(b)(iii)

5.1 Rule 603.1A(b)(iii) be amended as follows:

(iii) unless otherwise determined by the Exchange, an tripartite—Brokerage—Execution

agreement shall be executed between the Client, Executing Broker and Clearing
Broker pursuant to Rule 603.1(a)(iv).

6.0 RULE 603.5

Rule 603.5

6.1 Rule 603.5 be amended as follows:

Rule 603.5 j jci j icationAdvertising and
Publicity
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(a) A Trading Participant’s advertising or publicity in relation to the Trading Participant’s business
must:
(i) be factual, accurate and not be misleading or ambiguous;
(ii) not contain hedge clauses or disclaimers which are illegible, or attempt to disclaim

responsibility for the contents of such material or opinions expressed in such material
which is inconsistent with such communications;

(iii) not tend to bring the Exchange or its subsidiaries or any other Trading Participant into
disrepute;

(iv) contain 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 or services;

(v) not give an investor the impression that from any investments made through or with
the Trading Participant, the investor's capital is secure and the investor’'s income or
profits are guaranteed or that such rate of return is certain; and

(vi) not imply that an investor could profit without risk by using the services of the Trading
Participant.

7.0 RULE 606
Rule 606.1

7.1 Rule 606.1 be deleted in its entirety:

Rule 606.1
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8.0 SCHEDULE 1

8.1 Schedule 1 be deleted in its entirety.

[This Schedule has been deleted]A-Client-Agreement-shall-contain-provisions-to-the-effect-of
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9.0

9.1

SCHEDULE 1A
Schedule 1A be deleted in its entirety.

[This Schedule has been deleted|BROKERAGE-EXECUHON-SERVICES-AGREEMENT

11
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10.0 SCHEDULE 13

10.1 A new provision in Schedule 13 be introduced as follows:

CRUDE PALM OIL FUTURES CONTRACT

DELIVERABLE UNIT 25 metric tons, plus or minus not more than 2%.

Settlement of weight differences shall be based on the simple
average of the daily Settlement Prices of the delivery month from:

a. The 1% Business Day of the delivery month to the day of
tender, if the tender is made before the last trading day of
the delivery month; or

b. The 1% Business Day of the delivery month to the last day

of trading, if the tender is made on the last trading day or
thereafter.

[End of Rule Amendments]
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