CHAPTER 1

ANNEXURE 1
RULES OF BURSA MALAYSIA DERIVATIVES CLEARING BHD

DEFINITIONS AND RELATED PROVISIONS

PART A DEFINITIONS AND INTERPRETATIONGENERALRULES

1.01 Definitions

the-table-set-out-below-The following terms have the_following meanings-set-out-opposite-to
them-respectively-in-the-second-column- unless the context requires otherwise.

Act

Adjusted Net
Capital

Adjustment
Agreement

Affiliate

Approved Collateral

Approved Market

Assign

Audited Accounts

Auditor

Articles

Bank Clearing
Participant

Books

Business Day

Buyer

The Capital Markets and Services Act 2007.

An amount calculated in accordance with-Rule-219 Schedule 2.

A—S—de#}ned—m—t—he—%éehaﬂge—%es—. j O

Shall have the same meaning as As-defined-in the Act.

As defined in Rule 6.176.
A market operated by an Exchange.

The invoking of the rights granted to the Clearing House as Buyer to an
Option Open Contract in accordance with Rule 7.043.

Accounts certified by an Auditor.

A professional accountant registered and holding a practising certificate
under the Accountants Act 1967 (Revised 1972).

A General Clearing Participant that is an entity that is also governed

by the Central BankBank-Negara.

Shall have the same meaning as As-definred-in the Act.

Any day other than a Saturday, Sunday or public holiday, which has not
been declared a non-business day by the Clearing House.

The party to a Derivative taking a Long Position.

As at 15 August 2019
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Call_Option

Capital Markets
Services Licence

Bank
NegaraCentral

Bank

Clearing

Clearing facilities

Clearing House
Clearing Fund
Clearing Fund
Contribution
Clearing Participant

Clearing Fund
Statement

Client

Commission
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A Market Contract under which a person acquires from another person

an Option or a right, exercisable at or before a stated time:

(a) to buy from that other person a stated quantity of a named
Instrument at a price stated in, or to be determined in accordance
with, the Market Contract;

(b) to assume, at a stated price and within a stated period, a Long
Position in relation to a named Futures Contract; or

(c) to be paid by that other party, at the time when the Option or right
is exercised, an amount of money to be determined by reference
to a state of affairs that relates to fluctuations in the value or price
of an Instrument or other property, or in the numerical level of an
index, an interest rate or other factor.

Shall have the same meaning as is-assighed-to-that-expressien-in the
Act.

The Central Bank of Malaysia established by the Central Bank of
Malaysia Act 20091958.

Shall have the same meaning as is assigned to the expression
‘Clearing for securities or derivatives’ in Part 2 of Schedule 2 of the Act,
in relation to clearing of Market Contracts.

Shall have the same meaning as is-assighed-to-that-expressien-in the

Act, in relation to the Clearing House.
Bursa Malaysia Derivatives Clearing Berhad.

A fund established by the Clearing House in accordance with Chapter
94.

The amount paid requiredfrom-time-to-time-to-be-contributed-by a
Clearing Participant to the Clearing Fund pursuant to Rule 9.0240%.

An Affiliate of the Clearing House.

A document issued to a Clearing Participant in relation to that Clearing
Participant’s Clearing Fund Contribution.

A person whose account is carried in the books of a Clearing Participant
except where such person is the Clearing Participant itself with respect
to the proprietary account of the Clearing Participant.

The Securities Commission Malaysia established under the Securities
Commission Malaysia Act 1993-(Aet-498).

As at 15 August 2019
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Commission’s
Licensing
Handbook

Compliance Officer
Daily Settlement
Price

Delivery

Derivatives

Direct Clearing
Participant

Direct Clearing
Participant Deposit

Document

Exchange

Exchange Rules

Exercise
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The licensing handbook issued by the Commission pursuant to Section
377 of the Act—and—includes—any —subsequent—amendments;
A person who a General Clearing Participant registers under Rule

3.33(C)235(a)(iii).

In relation to an Open Contract, a price determined in accordance with
Rule 6.121.

Settlement by delivery of an Instrument in-aceordance-with-Chapter-8
of the Rules-and-pursuant-to-under the terms of an-the relevant Open
Contract-whieh-is-an-Eligible-Delvery-Agreementeran-Eligible-Optien.

Shall have the same meaning as in the ActFutures-Contracts-and
Options.

An Affiliate of the Clearing House whose application for Participantship
has been approved under Chapter 23 and who has met all the
conditions in Rule 3.05203.

An amount required to be deposited with the Clearing House by each
Direct Clearing Participant in accordance with Rule 3.16213.

Shall have the same meaning as As-defined-in the Act.

Such body corporate approved under Section 8(2) of the Act and for
which the Clearing House provides eClearing facilities.

In relation to an Exchange, the business rules of that Exchange,
including any instrument issued under them-as-amended-or-added-to

The invoking of the rights of the Buyer to an Option in accordance with
these Rules.

As at 15 August 2019
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Exchange Holding
Company

Financial Year

Futures Contract

General Clearing
Participant

Group

Guidelines on
Investment Banks

in writing

Instrument

Investment Bank
Long Position

Margin

Market Contract

Minister
Month

Net Tangible
Assets

Participantship
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Bursa Malaysia Berhad.

In relation to a Clearing Participant a period not longer than twelve
consecutive months which is adopted by that Clearing Participant as its
financial year for accounting purposes.

A
Derivative that is traded on a derivatives exchange, whether within or
outside Malaysia, which creates an obligation for physical delivery or
acceptance of physical delivery of the underlying instrument of such
Derivative, the gquantity and quality of which is determined by that
derivatives exchange at a fixed date in the future at a fixed price, and

which may be cash settled in lieu of physical delivery.

An Affiliate of the Clearing House whose application for Participantship
has been approved under Chapter 23 and who has met all the
conditions in Rule 3.04202.

In relation to a Clearing Participant,
Commission’s Licensing Handbook.

same meaning as in the

Guidelines on Investment Banks issued jointly by the Central Bank

Bank-Negara-and the Commission-including-subsegquentamendments;
modifications—variations,-supplements-or-substitutes-thereto and any

directives or guidelines as may be issued thereunder.

Written, printed or lithographed or partly one and partly another or other
modes of representing or reproducing words in a visible form.

Shall have the same meaning as As-defired in the Exchange Rules.

As referred to in the Guidelines on Investment Banks.

Shall have the same meaning as As-defined-in the Exchange Rules.

Includes the Performance Bond and the settlement difference-variation
referred to in Rule 6.132(¢).

A Futures Contract or Option entered into in accordance with the
Exchange Rules_or such other Derivatives as the Clearing House may

prescribe.

Shall have the same meaning as As-defined-in the Act.

Calendar month.

An amount calculated in accordance with Rule-217Schedule 1.

Ability to exercise the rights of a Clearing Participant under the Rules.

As at 15 August 2019
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Performance Bond

Officer

Off-Balance Sheet

ANNEXURE 1
RULES OF BURSA MALAYSIA DERIVATIVES CLEARING BHD

Initial margin, being payment or deposit from a Clearing Participant as
security for performance by that Clearing Participant of obligations
under all Open Contracts to which that Clearing Participant is party.

Shall have the same meaning as As-definred-in the Act.

Includes:

Open Contract

Open Position

Option

Option Open
Contract

Participating
Organisation

Premium

Put Option

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

(b) all assets pledged as security, forward purchase or sale contracts;

(c) _securities, derivatives and other commitments that contractually
oblige a Clearing Participant to perform certain actions that are
transacted outside the designated automated and computerised
trading system designated-established by the Exchange.

A Futures Contract or Option between a Clearing Participant and the
Clearing House which has not been extinguished or terminated in
accordance with the Rules.

In relation to a Clearing Participant all Open Contracts to which that
Clearing Participant is party.

An option that is traded on the Exchange or any other option which the
Clearing House may prescribe, and includes a Call Option and a Put

OptionEligible-Option-or-a-Futures-Option.

An Open Contract which is an Option.

Shall have the same meaning as is-assighed-to-that-expression-in the
Exchange Rulesrules-ofthe-Stock-Exchange;.

The sum of money which is consideration for the grant of an Option.

A Market Contract under which a person acquires from another person

an Option or a right, exercisable at or before a stated time:

(a) to sell to another person a stated quantity of a named Instrument
at a price stated in, or to be determined in accordance with, the
Market Contract;

(b) to assume, at a stated price and within a stated period, a Short
Position in relation to a named Futures Contract; or

(c) _to be paid by that other party, at the time when the Option or right
is exercised, an amount of money to be determined by reference

As at 15 August 2019
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Register of CPs and
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Registered Person

Relevant Person
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to a state of affairs that relates to fluctuations in the value or price
of an Instrument or other property, or in the numerical level of an
index, an interest rate or other factor.

Shall have the same meaning as As-definred-in the Act.

Shall have the same meaning as As-defined-in the Act.

A value or price of an Instrument or other property, or the numerical
value of an index, an interest rate or other factor.

The list or roll that the Clearing House keeps of Clearing Participants,
Registered Person(s) and such other persons determined by the
Clearing House.

A person stipulated under Rule 3.33235(a), who is registered with the
Clearing House.

The Clearing Participant’s Regqistered Persons, agents, directors and

Responsible
Person for Overall
Clearing Business
Responsible
Person for Risk
Management

RMm

Rules

Security Deposit

Securities Laws

Segregated

Account

Seller

Service Provider

employees.
A person who a General Clearing Participant registers under Rule

3.33()235(a)G).

A person who a General Clearing Participant registers under Rule

3.33(b)235{a)ib.
Ringgit Malaysia
Shall have the same meaning as in the Act, in relation to the Clearing

HouseThese-business-rules-including-any-instrument-under-the-rules:

An amount required to be deposited with the Clearing House by each
Clearing Participant in accordance with Rule 3.15212.

Shall have the same meaning as As—defined—in the Securities
Commission Malaysia Act 1993.

An account maintained by the Clearing House in the name of a Clearing
Participant and established under Rule 6.054.

The party to a Derivative taking a Short Position.

The entity within the group or an external entity to which the Clearing
Participant has outsourced its Clearing functions and includes any
subsequent service provider(s) to whom the initial service provider or
any subsequent service provider has further contracted the Clearing
Participant’s Clearing functions.

As at 15 August 2019
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Settlement Bank The bank(s) prescribed by the Clearing House pursuant to Rule
3.25529.
Short Position Shall have the same meaning as As-defired-in the Exchange Rules.

Specified Exchange Shall have the same meaning as in the Act.

Stock Exchange Shall have the same meaning as is-assigned-te-that-expression-in the

Act.

Sub-Account An account maintained by the Clearing House within the Segregated

Account of a Clearing Participant bearing such identification as advised
by that Clearing Participant.

Trading Participant ~ An individual or corporation that has been granted trading privileges by

the Exchange as contemplated in the Exchange Rules.

Unsegregated An account maintained by the Clearing House in the name of a Clearing

Account Participant and established under Rule 6.045.

1.02.__ Interpretation

(1) In these Rules:

(a)
(b)

()

(d)

(e

®

()

words-importing-the singular aumberincludes the plural aumber-and vice versa.

words-imperting-the masculine gender includes the feminine or neuter gender and vice
versa.

a reference to werds—deneoting-a person includes—in-the-appropriate—context— a_firm,
partnership and corporation.

if a word or phrase is the-meaning-ofany-term-defined in these Rules, any extends-to-all
grammatical form in respect of such word or phrase has a corresponding

meaningvariations-and-cognate-expressions-of-thatterm.

headings and sub-headings in these Rules are inserted for convenience of reference
only and do not affect the interpretation and must-be-ighered-in-the-construction of these
Rules.

a reference to any statute, ordinance or other law is to that statute, ordinance or law so
modified, re-enacted or consolidated and includes all regulations, rules or other statutory
and-etherinstruments made under that statute, ordlnance or Iawﬂ—&nd—aﬂ-eensehdaﬂen&

a_reference to a rule, directive, quideline or requirement of the Clearing House,

(h)

Exchange, Exchange Holding Company, the Commission or the Central Bank or other
relevant party is to that rule, directive, guideline or requirement so amended,
supplemented, consolidated or substituted.

a reference to writing includes any mode of representing or reproducing letters, figures

(i)

or marks in a visible form.

a reference to a rule, chapter, schedule or appendix is to the relevant rule, chapter,

schedule and appendix to these Rules.

As at 15 August 2019
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) a reference to a day or month is to a calendar day or calendar month.

(k) a reference to a time of day is a reference to Malaysian time.

(D a reference to “suspend” or “suspension” in relation to Clearing where the context
permits, includes “forbidden”, “interrupted”, “reserved”, “suspended” or “frozen”.

(23.) Inthe event of any inconsistency between any provision of the Act and the Rules, that provision
of the Act prevails to the extent of that inconsistency.

(3) In the event of any inconsistency between these Rules and any agreement entered into by the
Clearing Participant with the Clearing House, these Rules will prevail to the extent of the
inconsistency.

[The rest of this page is intentionally left blank]
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PART B APPLICATION AND EFFECT OF THESE RULES

1.03

Rules of the Clearing House

1.04

These Rules must be read together with:

(a) the Securities Laws; and

(b) any other laws or requirements of any relevant authority applicable to Clearing
Participants or Registered Persons.

Binding effect of the Rules

1.05

These Rules are binding on Clearing Participants and Registered Persons in the manner set
out in:

(a) section 354(2) of the Act; and

(b) Rule 1.05.

Covenants to observe Rules

These Rules have the effect of a contract between:

(a) the Clearing House and Clearing Participants under which each Clearing Participant
covenants with the Clearing House to observe these Rules and to perform the
obligations that these Rules purport to impose on the Clearing Participant in the manner
set out by these Rules; and

(b) the Clearing House and Registered Persons under which each Registered Person
covenants with the Clearing House to observe these Rules and to perform the
obligations that these Rules purport to impose on the Reqistered Person in the manner
provided by these Rules.

As at 15 August 2019
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As at 15 August 2019
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1.06109 Partial invalidity
If at any time any provisions of the Rules becomes illegal, invalid or inapplicable in any respect,
the legality, validity or enforceability of the remaining provisions shall not in any way be affected
or impaired.

1.07410 Governing law and jurisdiction

The interpretation, construction and operations of these Rules and the respective rights and
obligations of the Clearing House and the Clearing Participant shall be determined under the

As at 15 August 2019
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| laws of Malaysia and subject to these Rules, each Clearing Participant agrees to submit to the
jurisdiction of the courts of Malaysia.

1.08 Investment Banks

If a provision in these Rules is expressed to be inapplicable to an Investment Bank or a
Reqistered Person of an Investment Bank, the relevant requirements in the Guidelines on
Investment Banks and any other requirement the Central Bank specifies on the matter will apply

instead.

As at 15 August 2019

Chap1-13



ANNEXURE 1
RULES OF BURSA MALAYSIA DERIVATIVES CLEARING BHD

As at 15 August 2019

Chap1-14



ANNEXURE 1
RULES OF BURSA MALAYSIA DERIVATIVES CLEARING BHD

As at 15 August 2019

Chap1-15



ANNEXURE 1
RULES OF BURSA MALAYSIA DERIVATIVES CLEARING BHD

PART C NOTICES
1.09 Notices
(D The Clearing House will send all notices required to be sent under these Rules in
writing:
(a) to the address or facsimile number (or both) of the addressee contained in the

records of the Clearing House; or

(b) using any other mode of giving notice the Clearing House thinks fit, including

electronic mail, other electronic means and advertisement in newspapers.
(2) A notice given under these Rules is regarded as received:

(a) if delivered by hand, at the time of delivery;

(b) if sent by post within Peninsular Malaysia, on the 3" Business Day after
posting;

(c) if sent by air mail to Sabah, Sarawak or outside Malaysia, on the 5t Business
Day after posting;

(d) if sent by courier, on the 2M Business Day after dispatch;

(e) if sent by facsimile or other electronic means, at the time of transmission; and

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

[The rest of this page is intentionally left blank]
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1)

(@)

(3)
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PART D PERSONAL DATA NOTICE

Personal Data Notice

Any person who provides or has provided personal data to the Clearing House or the
Exchange Holding Company pursuant to or in connection with these Rules should
read and be aware of the relevant notification in relation to the Personal Data
Protection Act 2010 (“PDPA”) available at the Exchange Holding Company’s website
at www.bursamalaysia.com (“Personal Data Notice”).

Where the personal data provided is of another individual (“data subject”), the person
providing such data must have notified the data subject in writing of the Personal Data
Notice before providing the personal data unless:

(a) section 41 of the PDPA applies; or

(b) the Clearing House otherwise specifies in connection with the PDPA.

For the purposes of this Rule-214 1.10, ‘personal data’ shall have the same meaning

given in section 4 of the PDPA.

[End of Chapter]

As at 15 August 2019
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CHAPTER 23__ADMINISTRATION

PART A CLEARING HOUSE’S GENERAL POWERS

3002.01 Powers-and-duties-of the Clearing-House-Exercise of powers

(D Subiject to the provisions of the Securities Laws, the Clearing House may exercise its powers
in such manner and on such terms as it considers necessary or expedient.

(2) The powers of the Clearing House includesWithout-prejudice-to—any-otherprovisions-in-the

(a) te-makinge new rules;
(b) te-adding to, vary-repealing, enforcinge, waivinge or modifying compliance with a Rule;
(©) te-administering, managinge and formulatinge policies in relation to these Rules;

(d) te-issuinge directives, guidelines, rulings, instructions by whatever named called for the
purposes of or in connection with any of these Rules;

(e) te-interpreting conclusively any provision efin these Rules and any directives having
regard to the spirit, intention, purpose and the substance of such Rules;

(g te-granting, suspending or revokinge the rights of any Clearing Participant or Registered
Person;

(rhg)  te-imposinge terms and conditions in relation to any decision, approval or act done by
the Clearing House in connection with these Rules at any time and subsequently at any
time revoke, vary or amend such terms and conditions;

(ih) te-enforcinge directions given by the Commission;

(i) te-takinge such actions as it may determine necessary in connection with the failure of
any Clearing Participant to maintain the financial requirements pursuant to Chapter 32
of these Rules or to fully discharge any of its obligations to the Clearing House when
due;

(kD te-determininge the variables used to calculate the Performance Bond for all or any
Clearing Participants;

As at 15 August 2019
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(Fk)

(h)

(hm)

(en)

(O)

(ap)

to-requiringe a Clearing Participant or its Relevant Registered—Person to provide
reports, information, Documents, Bbooks and Records to the Clearing House in relation
to any matter under these Rules;

[Refer to Directive No. 2.01(2)-001]

pursuant to a finding from any inspection or investigation on a Clearing Participant,
requiringe the Clearing Participant to take appropriate action against any of its
employees or agents if such person caused the Clearing Participant to violate these
Rules;-

te-undertakinge a readiness audit on athe Clearing Participant or requireing a Clearing
Participant to carry out its own readiness audit, with the scope, criteria and manner to
be determined by the Clearing House;

[Refer to Directive No. 2.01(2)-002]

te-imposinge charges, fees (including clearing fees), expenses, disbursements or any
other amount due to the Clearing House;

te-referring any act or conduct of a Clearing Participant or Registered Person to an
appropriate authority;

appointing a committee, sub-committee, officers of the Clearing House or an agent to

(@)

exercise the Clearing House’s powers under these Rules, where appropriate;

te-requiringe a Clearing Participant to provide on demand assurances in such form, to
such extent and in such manner as is determined by the Clearing House to be
appropriate by reference to, among other things, the level of exposure of such Clearing
Participant to the Clearing House or such other matter as the Clearing House considers
appropriate;

(ts)

consolidating all Open Positions of a Seller or Buyer, whether held by the same Clearing
Participant or different Clearing Participants, in such manner as it deems fit;

[Refer to Directive No. 2.01(2)-004]

As at 15 August 2019
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[(9) to-undertakinge any further, ancillary or consequential action pursuant to an initial
decision or action taken by the Clearing House, the Commission or the Exchange in
relation to a Clearing Participant or Registered Person;

(u) to-exercisinge all such other powers as may be necessary for purposes of monitoring
compliance with and enforcement of these Rules_and directives; and

(V) rectifying any error made in the provision of any of its services, facilities or operations;

[Refer to Directive No. 2.01(2)-005]

(w) releasing the findings and results of any inspection or investigation, or testimony or
documentation in_connection with a disciplinary proceeding or appeal to the
Commission, Exchange or any other relevant body or authority (in Malaysia or outside
of Malaysia) as the Clearing House considers fit, or to such parties as the Clearing
House considers fit for the purposes of the Clearing House’s investigation, enforcement
or both; and

(vx) te—exercisinge any power and take-taking any action (including preventive or pre-
emptive action) which in the opinion of the Clearing House is necessary to protect the
integrity of the Clearing House.

The exercise of any specific powers conferred on the Clearing House in any other provision in

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

Rule 2.01(2).

dental : loari

(4) Where any provision of these Rules empowers, authorises or enables the Clearing House to

(5)

do or enforce the doing of any act or thing, the Clearing House shall-hasve all such powers or
rights as may be necessary or reasonably incidental to the Clearing House doing or enforcing
the doing of the act or thing.

A Clearing Participant and Registered Person must comply with and give effect to any directives

2.02

the Clearing House issues in exercising the powers under these Rules.

Disapplication of disciplinary proceedings in Chapter 12

(1)

The disciplinary proceedings stipulated in Chapter 12 do not apply to any action described

(2)

under these Rules as taken “summarily” by the Clearing House (“the Relevant Rules”).

In taking any of the actions under the Relevant Rules, the Clearing House need not give a

(3)

Clearing Participant or a Registered Person a prior opportunity to be heard.

Where an action is taken under the Relevant Rules a Clearing Participant or a Registered

(4)

Person may make representations to the Clearing House to discontinue the action taken. The
Clearing House may, after considering the representations made, discontinue with the action
taken or take any other action it considers necessary in the circumstances. However, such
discontinuance is not to be construed as an omission or error of any kind on the part of the
Clearing House in taking the action under the Relevant Rules in the first place.

The Clearing House’s decision after considering the representations made is final and binding

on the Clearing Participant or Registered Person.

As at 15 August 2019

Chap 2 -03



2.03

ANNEXURE 1
RULES OF BURSA MALAYSIA DERIVATIVES CLEARING BHD

Validity of actions

(1)

Any amendments to these Rules do not affect:

(2)

(a) the accrued rights of the Clearing House and the accrued obligations of Clearing
Participants and Reqistered Persons under these Rules which are effective prior to the
amendments; and

(b) any conditions, undertakings, decisions, waivers, act or thing imposed on or given by
or done by Clearing Participants and Reqistered Persons prior to the amendments.

Any action proposed to be taken or is in the process of being taken or has been taken by the

(32)

Clearing House in relation or pursuant to any earlier provisions of these Rules which have been
subsequently amended will not be invalidated by any amendments to these Rules, even if the
action is taken on or after the effective date of the amendments.

tr-deing-so—tThe Clearing House may apply the new penalties, rules and procedures on
diseiplinary-actions applicable from the Eeffective Bdate of the amendments.

300A2.04 Powers of the Exchange Holding Company

(12)

(2b)

Where any provision of these Rules confers a right or power on the Clearing House to do any
act or thing, such right or power is also conferred on the Exchange Holding Company to do
such act or thing on behalf of the Clearing House.

An applicant, a Clearing Participant, a Registered Person and other persons to whom these
Rules are directed must comply with, observe or give effect to any action of the Exchange

Holding Company pursuant to sub-paragraph-{ayabeve-Rule 2.04(1).

4132.05 AppealsagainstdDecisions of the Clearing House and right of appeal

)

Any decision of the Clearing House is final and binding-and.

(2) aA person may only appeal against any action or decision taken or made by the Clearing House

under these Rules if the right of appeal is expressly provided for under the relevant provisions
of these Rules.

(3)

The Clearing House may affirm, vary or set aside the decision appealed against.

2.06

Parties affected by actions taken by the Clearing House

A Clearing Participant and Registered Person must ensure that a proxy, agent, nominee or
other person acting in concert with the Clearing Participant, Reqgistered Person or Clients of a
Clearing Participant complies with any direction issued by the Clearing House.

As at 15 August 2019
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PART B PROTECTION OF CLIENT, PUBLIC AND CLEARING HOUSE’S INTEREST

2.07 Summary powers

The Clearing House may summarily take such action that the Clearing House thinks fit against
a Clearing Participant or Reqistered Person to protect the interests of Clients, the public or the

Clearing House.

[Refer to Directive No. 2.07-001]

[The rest of this page is intentionally left blank]
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PART C EMERGENCY SITUATIONS

2.08 Circumstances upon which the Clearing House may take action

Without prejudice to Rule 2.12, in order for the Clearing House to ensure an orderly and fair
market or the orderly, clear and efficient clearing and settlement arrangements for Market
Contracts, the Clearing House may take any or all of the actions specified in Rule 2.09 in the
event of an emergency situation. An emergency situation includes:

(a) a situation that threatens, or may threaten, the integrity or the liquidity of the market of
the Exchange or any Market Contract;

(b) a situation that threatens, or may threaten, the financial integrity of the Clearing House
or its Clearing Participants;

(c) any internal or external factors which are likely to have direct and adverse effect on the
Clearing House;

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

(e) any other situation likely to have an adverse impact on the operation of an orderly and
fair market or the orderly, clear and efficient clearing and settlement arrangements for
Market Contracts.

2.09 Actions

(1) The Clearing House may take any or all of the following actions in the situations referred to in
Rule 2.08:

(a) suspend any of the provisions of these Rules or make or impose new temporary rules
(“Emergency Rules”) to ensure an orderly and fair market or the orderly, clear and
efficient clearing and settlement arrangements for Market Contracts;

(b) direct any or all Clearing Participants to lodge additional cash andfor collateral security
with the Clearing House in respect of all or particular Open Contracts;

() reject or refuse to Rregister Market Contracts, or place such conditions as it,—in-its
abselute—diseretion deems appropriate upon acceptance by the Clearing House of
Market Contracts for Rregistration;

(d) suspend erterminate-the Participantship of any Clearing Participant whose financial
condition or business conduct jeopardises or may jeopardise the financial integrity or
the reputation of the Clearing House;

(e) suspend the whole or any part of the operations of the Clearing House’s facilities or
services available to the Clearing Participants for such duration as it sees fit;

(H) liquidate; by cash settlement pursuant-to-Rule-807-such Open Contracts as may be
determined by the Clearing House at a with-reference-to-the-emergency-settlement

price determined by the relevant Exchange_or failing that, at a price determined by the
Clearing House; or
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(a) any other action which in its absolute discretion deems appropriate and which is
consistent with these Rules.

(2) All Emergency Rules made and imposed by the Clearing House are binding on all Clearing
Participants and Relevant Persons for such period and in accordance with the terms and
conditions stipulated by the Clearing House.

[The rest of this page is intentionally left blank]
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PART D LIABILITY AND INDEMNITY

1082.10 Immunity

(1) A Cleanng Partrcrpant does not have any cause of actron agalnst the foIIowmq persons any

(2)

by—thee@leanng—Heus&m respect of any act or deC|5|on taken in good falth in the dlscharge of
his-such persons’ duties pursuant to these Rules;

(a) the Clearing House or the Exchange Holding Company;

(b) any person acting on behalf of the Clearing House or the Exchange Holding Company,
including:
(i) any member of the board or committee or sub-committee of the Clearing House

or the Exchange Holding Company;

(i) any officer of the Clearing House or Exchange Holding Company;

(iii) any agent of, or any person acting under the direction of the Clearing House or
Exchange Holding Company.

Rule 2.10(1) is in addition to and does not substitute any immunity or defence available under

statute or law.

1012.11 Force Majeure

(1)

Without affecting the generality of Rule 2.10, Fthe Clearing House is not liable for_any failure,

(2)

hindrance or delay in the following matters if such failure, hindrance or delay arises out of
causes beyond the Clearing House’s control:

(@) any—actiontaken-orforanyfallurehindrance-or-delay-in-the provision of services to or
ferany-failure to-give-effectto-ordelay-in giving effect to any instructions from the Clearing
Participant with respect to its clearing and settlement or other services; er-otherservices
ane-faeilities-or

(b) inthe performance in whole or in part of its obligations under these Rules or under any
Open Contract-if—such-failure—hindrance—or-delay-arises—out-of causes-beyond-the
ClocmneHeucc o sentelond,

Such causes may include{b}—— military authority, embargoes, fire, flood, explosion,

(3)

accidents, labour disputes, mechanical breakdowns, computer or system failure, defects in
computer or system software, interruptions of power supply or other utilities or service, any law,

decree regulatlons or orders of government or courts-and—any—ether—eauses—beyend—the

Rule 2.11(1) is in addition to and does not substitute any immunity or defence available under

statute or law.

1022.12 Limitation of liability
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The Clearing House is not liable_for any damage, loss, cost or expense of whatever nature
suffered or incurred by a Clearing Participant or any third party arising from or in connection
with fer-a Clearing Participant’s failure to comply with or observe these Rules or the obligations
of a Clearing Participant to any third party nor does the Clearing House assume under these
Rules or under any Open Contract any liability or obligation to any person other than a Clearing
Participant in accordance with these Rules.

Liability of the Clearing House to a Clearing Participant is limited to losses directly resulting
from its non-performance to such Clearing Participant of its contractual obligations in
accordance with these Rules under Open Contracts to which that Clearing Participant is
counterparty.

Despite anything else contained in these Rules, except Rule 2.12(2)102(b)}, the Clearing House
is not liable in anyway whatsoever to Clearing Participants for an act or omission of the Clearing
House or its employees, officers or agents unless such act or omission is due to the negligence,
wilful misconduct or fraud of the Clearing House or its employees, officers or agents.

For the avoidance of any doubt, the Clearing House is not liable for any special, indirect or

(e3)

(6)

conseguential losses or damages or for the loss of business, revenue, goodwill, bargain or loss
of profit suffered by any Clearing Participant, even if the Clearing House has been notified of
the possibility of these damages being incurred.

The Clearing House is also not liable for any damage, loss, cost or expense of whatever nature
suffered or incurred by a Clearing Participant or any third party arising from or in connection
with the following:

(a) the exercise or non-exercise by the Clearing House of any discretion or decision making
power any-action-contemplated-orpermitted-under these Rules;

(b) the insolvency or the acts or omission of the Exchange;
(©) the insolvency or the acts or omission of the Clearing House’s Settlement Bank(s); and
(d) the inaccuracy of any information supplied to and relied on by the Clearing House

(including but not limited to any error in the establishment of a settlement price made
by the Exchange) or the Exchange;

(ed) the inability of the Clearing House to perform its function as a result of the invalidity or
cancellation of any insurance or assurance, provided that the effecting of such
insurance or assurance and the selection of the insurer- by the Clearing House is not
unreasonable at the time of selection; and

any erroneous instruction, statement or report issued by the
Clearing House as a result of any processing of or reliance on any erroneous
instruction, report or statement issued to the Clearing Participant with respect to any
service, facility or operations provided by the Clearing House or with respect to any
rectification of any such erroneous report or statement issued by the Clearing House.

(fe)

This Rule 2.12 is in addition to and should not affect the generality of Rule 2.10.

2.13

Indemnity

Each Clearing Participant must indemnify the Clearing House, its agents, representatives,
directors, officers and employees and hold each of them harmless against all costs, fees,
expenses, liabilities, taxes, assessment, damages and losses of any nature suffered or incurred

As at 15 August 2019
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by the Clearing Participant directly or indirectly as a result of or in connection with the following
matters:

(a) the participation in any of the services or facilities of the Clearing House by the Clearing
Participant or the Clearing Participant’s activities in any of the services or facilities and
all matters relating to such participation or activities as contemplated in these Rules;

(bi}) the failure by the Clearing Participant to comply with the provisions of any laws, these
Rules and any agreement (including without limitation the representations and
warranties contained therein) or to comply with any conditions imposed on the Clearing
Participant;

(cii)  the actions and omissions by the Clearing House, its agents, nominees, employees,
directors, officers and representatives in reliance on any instructions or communication
believed in good faith by any of them to have been given by or on behalf of the Clearing
Participant, or the failure of the Clearing Participant to give instruction to the Clearing
House as contemplated in these Rules; and

(d) the exercise or non-exercise by the Clearing House of its powers under these Rules in
particular the exercise or non-exercise of powers under Chapters 2, 9, 10 and 12, Rule
2-11-or the determination by the Clearing House of the satisfaction or non-satisfaction
of any condition for the exercise of such powers.

[The rest of this page is intentionally left blank]
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PART E DISCLOSURE OF INFORMATION

1062.14 Disclosure of information regarding Clearing Participants

(12) The Clearing House may, where it considers appropriate, publish or disclose information
regarding its Clearing Participants and their activities to the following personsalse-has-the
i or il 4 1l . :
€)) te-the Commission;
(b) the Exchange;
(© a central depository established pursuant to the Securities Industry (Central
Depositories) Act 1991;
(d) a clearing house approved under the Act;
(e) -or-te-any other statutory body, er-governmental agency or requlatory authority;
(f) the Clearing Participants; and
(ae) te-any person if the Clearing House; in-its-abseolute-diseretion-feels that such disclosure
is in the general interest of the Clearing House or its Clearing Participant or is necessary
or desirable for the proper performance of the Clearing House’s functions.
(2) For the purposes of this Rule, the information that the Clearing House may publish or disclose

includes:

(a) all information or documents relating to transactions in respect of any contract traded
on the Approved Market or any transactions cleared through the Clearing House or
relating to any Clearing Participant or Client in respect of such contract or transaction;
or

(b) any action taken against a Clearing Participant or Reqgistered Person by the Clearing
House under these Rules.

[End of Chapter]
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CHAPTER 32

CLEARING PARTICIPANTSHIPFHINANCIAL REQOUREMENTS & AND
REGISTERED PERSONS

PART A CLASSES AND RIGHTS OF CLEARING PARTICIPANTS

3.01200 Participantship Classes
The classes of participantship are:
€) General Clearing Participants;

(b) Direct Clearing Participants; and

(©) Ssuch other classes of participants that-may-be-specified-by-as the Clearing House
may specify.

3.02209 Rights of General Clearing Participants

A General Clearing Participant may, subject to these Rules or unless otherwise notified by the
Clearing House:

€) clear its own Open Contracts and Open Contracts of third parties; and
(b) participate in the services provided through the Clearing facilities of the Clearing
House.
3.03210 Rights of Direct Clearing Participants

A Direct Clearing Participant may, subject to these Rules or unless otherwise notified by the
Clearing House:

€) clear only its own Open Contracts and the Open Contracts of its Related Corporations
entered into on a proprietary basis; and

(b) participate in the services provided through the Clearing facilities of the Clearing
House.

As at 15 August 2019
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PART B ADMISSION OF CLEARING PARTICIPANTS

3.04202 Eligibility - General Clearing Participant

&——To be eligible to-be—admitted-for admission as a General Clearing Participant, an
applicant must-satisfy-the Clearing-House-of the following:

(ad) be is-a corporation with the requisite financial and business standing and repute;

(b haves a minimum issued and paid-up capital and shareholders’ funds unimpaired by
losses of RM10 million (“the Minimum Capital Requirements”) or where applicable,
the following, if the requirements are higher than the Minimum Capital Requirements:

(ia) for an entity licensed by Bank-Negarathe Central Bank, as determined by Bark
Negara-the Central Bank-may-stipulate;

(i) for an entity which is a Participating Organisation of the Stock Exchange, as
determined by the Stock Exchange-may-stipulate;

(ciid) haves sufficient resources and adequate systems for the proper performance of the
business of Clearing, including maintaining adequate staff and facilities and in
particular:

(ia) ensuring orderly and expeditious accounting of its business of Clearing_and
timely reporting and reconciliation of all transactions;

(i) preserving a sound liquidity and financial position at all times;
(iiie) maintaining sufficient liquidity for its day to day operations; and
(ivd) ensuring an adequate risk management framework;
(dv)  meets the minimum financial requirements pursuant to Rule 3.18215;
(ev) holds a valid Capital Markets Services Licence for carrying on the business of Clearing;
(%) lodges a Security Deposit in accordance with Rule 3.15212;
(avit) lodges a Clearing Fund Contribution in accordance with Rule 3.17214;

(hviif) makes payment to the Clearing House of such admission fee as may be determined by
the Clearing House-from-time-to-time; and

(ix) meets such other criteria as may be determined from-time-to-time-by the Clearing
House.
3.05203 Eligibility - Direct Clearing Participant

To be eligible for admission as te-beceme-a Direct Clearing Participant, an applicant must
satisfy the Clearing-House-of the following:

(@) beis a corporation with the requisite financial and business standing and repute;

As at 15 August 2019
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have with—a minimum issued and paid-up capital of RM2 million and having

shareholders’ funds unimpaired by losses; of at least RM2 million or such other
amounts as the Clearing House may prescribe;

haves sufficient resources and adequate systems for the proper performance of the
business of Clearing, including maintaining adequate staff and facilities and in
particular:

0] ensuring orderly and expeditious accounting of its business of Clearing_and
timely reporting and reconciliation of all transactions;

(i)  preserving a sound liquidity and financial position at all times;

(i) maintaining sufficient liquidity for its day to day operations; and

(iv)  ensuring an adequate risk management framework;

meets the minimum financial requirements pursuant to Rule 3.19216;

lodges a Security Deposit in accordance with Rule 3.15212;

lodges a Clearing Fund Contribution in accordance with Rule 3.17214;

lodges a Direct Clearing Participant Deposit in accordance with Rule 3.16213;

makes payment to the Clearing House of such admission fee as may be determined
by the Clearing House-from-time-te-time; and

meets such other criteria as may be determined from-time-to-time-by the Clearing
House.

Considerations for suitability as a Clearing Participant

In addition to the eligibility criteria specified in Rules 3.04202 or 3.05203, as the case may be,
the Clearing House may take account of all such considerations as it deems fit in determining
the suitability of the applicant for admission including the following:

(@)
(b)
(©)
(d)

3.07205

financial integrity;
competence;
good reputation and character; and

efficiency and honesty.

Application Procedure

(la) To become a Clearing Participant, an applicant must:

(i)

apply to the Clearing House in accordance with the Clearing House’s requirements-the

Clearing-House-stipulates; and

[Refer to Directive 3-001]
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(bib) satisfy the eligibility criteria stated stipulated-in Rules 3.04202 or 3.05203, as the case

may be.
(2b)  Admission as a Clearing Participant is at the Clearing House’s absolute discretion. The-Clearing
(3¢) Netwithstanding-Even if the applicant meetirgmeets the eligibility criteria under Rules 3.04202
or 3.05203, as the case may be, the Clearing House may reject the applicant’s application for
Participantship if:
(ai) the applicant does not provide information relating to the application as the Clearing
House requires;
(bi) any information or document that is furnished by the applicant to the Clearing House is
false or misleading;
(cit)  the applicant has failed to comply with any other requirement of the Securities Laws or
these Rules;
(div)  the applicant is the subject of an investigation or proceeding involving an allegation of
fraud or dishonesty, whether in or out of Malaysia;
(ew) the admission of the applicant is not in the interest of an orderly or fair market; or
() the Clearing House is of the opinion that the admission of the applicant may affect the
optimum utilisation of the Clearing House’s facilities, taking into account risk
management and any other considerations.
3.08206 Admission
C accepts-s a ation-for-Participa ipOnce approved, the
applicant will be admitted as a Clearing Participant and the applicant’'s name will be entered
into the Register of CPs and RPs.
3.09  Right of appeal
(1) If the Clearing House rejects an application to be a Clearing Participant, the applicant may
appeal in writing to the Clearing House within 14 days after the applicant is notified of the
Clearing House’s decision.
(2) The Clearing House’s decision on appeal is final and binding on the appellant.
3.10207 Conditions precedent

An applicant approved to be a Clearing Participant must comply with the following requirements
before it can utilise the services or facilities of the Clearing House:

€) enter into such agreement with the Clearing House or such other third party as the
Clearing House deems necessary;

(b) pay to the Clearing House all the relevant application fees, admission fees and other
charges imposed by the Clearing House;

As at 15 August 2019
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(c) register its proposed Registered Persons under these Rules; and

(d) comply with such other conditions that the Clearing House may have imposed when
approving the application.

3.11233 Investment Bank

In relation to a General Clearing Participant that has—acquiredacquires the status of an
Investment Bank after its admission as—a-General-ClearingParticipant-under Chapter 32 of
these Rules, the said General Clearing Participant shalb-must notify the Clearing House in
writing of the same at least seven{7) days (or such other time as may be determined by the
Clearing House) prior to the commencement of its business as an Investment Bank, which
notification shallmust be accompanied with such information or Documents as may be required
by the Clearing House.

[The rest of this page is intentionally left blank]
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PART C OBLIGATIONS OF CLEARING PARTICIPANTS

Continuing Obligations

Throughout the-term-ef-a Clearing Participant’s Participantship, it must:

continuously satisfy the eligibility criteria stated in Rules 3.04202 or 3.05203, as the
case may be;

comply with and give effect to the Act and the Commission’s requirements;

comply with and give effect to these Rules whether or not the provisions are directed
at the Clearing Participant specifically, any agreement the Clearing Participant enters
into with the Clearing House and te-any undertaking given to the Clearing House
whether before or after admission as a Clearing Participant;

comply with any condition of admission imposed by the Clearing House and such
further conditions as the Clearing House may impose-from-time-to-time;

(e)

register its business address with the Clearing House and not change the business

()

address without the Clearing House’s prior approval;

notify the Clearing House immediately-in writing of any changes in the_name of the
Clearing Partrcrpant contact person and contact detalls contalned in the records of the
Clearing House &

Gleanng—ParHerpantwnhln such tlme as determlned by the Clearlnq House

[Refer to Directive 3-001]

(@

(h)

0

)

3.13317

not go into voluntary liquidation or apply for any order under Section 366 of the
Companies Act 2016 without the Clearing House’s prior written approval; and

if it is also a Trading Participant, comply with the Exchange Rules and with the
decisions of the Exchange-;
cooperate with the Clearing House to the best of its abilities to facilitate the Clearing

House in carrying out its functions; and

comply with any reasonable requests of the Clearing House.

Confidentiality

{&——1If a finding or result of any inspection or investigation, or testimony or documentation
in connection with a disciplinary proceeding or appeal under these Rules is disclosed to a
Clearing Participant or Relevant Personits-empleyee-oragent, the Clearing Participant and

Relevant Person must keep such theflndlngs and—or results et—suemnspeetrenpr—rnvestrgatrerk

confldentlal and must not dlsclose the flndlngs or results to any person except
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€) the Commission, any authorised officer of the Commission or any investigating
governmental authority or agency; or

(b) where necessary, for the procurement of legal or expert advice in relation to the
inspection, investigation, disciplinary proceeding or appeal, provided that the
disclosure is restricted to the relevant persons and strictest confidentiality is
maintained.

3.14 Fees

(1) A Clearing Participant must pay such fees, charges, expenses, disbursements or any other
amount due to the Clearing House in the manner and within the period -as-the Clearing House

Sgecifies om-time-to-time-spe V- uch-times-and-insuch-manneras-mav-be spe ed
by-the Clearing-House:-.
(2) Where a Clearing Participant omits to pay the Clearing House any fees, charges, expenses,

disbursements or any other amount due within the period the Clearing House has specified in
accordance with Rule 3.14(a), the Clearing House will issue a written demand for payment
stipulating the period for the outstanding payment to be made. If the amount due is not paid
within the period stipulated in the written demand, the Clearing House may summarily suspend,
terminate or take any other action the Clearing House thinks fit against the Clearing Participant
and will notify the Clearing Participant concerned in writing.

(3) All fees or charges which are due and unpaid by a Clearing Participant who has ceased to be
a_Clearing Participant or whose participantship has been suspended will remain due and
payable by the Participant regardless of the suspension.

3.15212 Security Deposit

(1a) Each Clearing Participant must lodge a Security Deposit of at least RM1 million in the form of
cash and/or Approved Collateral.

(2) The Clearing House may-from-time-to-time, having regard to the following factorsebligations-of

as-the Clearing-House-may-consider+elevant, request that Clearing Participant to increase the

amount of the Security Deposit lodged by the Clearing Participant:

(a) the obligations of and performance risk undertaken by the Clearing House in respect of
the Open Contracts to which a Clearing Participant is a party;

(b) market volume;
(©) price volatility; or
(d) such other matters as the Clearing House may consider relevant.
(3 If the Clearing House makes such a request to a Clearing Participant, the Clearing Participant

must lodge the additional amount in the form of cash and/or Approved Collateral within such

time as the Clearing House specifiesone-Business-Day-from-the-date-of suchrequest.

(4) A Clearing Participant’s Security Deposit is at all times available to the Clearing House to apply
towards the satisfaction of that Clearing Participant’s obligations to the Clearing House.
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The Security Deposit is in addition to and independent of any other sums payable to the
Clearing House by the Clearing Participant.

The Clearing House must-will revalue any Approved Collateral lodged with it pursuant to Rule

3.15(1) 212(a)on-the first Business-Day-of-each-Month-and-at such frequency as the Clearing
House may specify or at such other times as may from-time-to-time be determined by the

Clearing House.

If the value of a Clearing Participant’s Security Deposit falls below RM1 million or such higher
amount as the Clearing House may have required from that Clearing Participant under Rule

3.15(1)212(a), the Clearing Participant must provide the deficit in the form of cash and/or
Approved Collateral within such time as the Clearing House specifiesene-Business-Day-efbeing

notitied-of-sueh-deficitby-the-Clearing-House.

Any cash or Approved Collateral lodged in accordance with Rule 3.15(1)232(a} which is in
excess of the amount required by the Clearing House may be withdrawn by the Clearing
Participant upon giving-notice being given to the Clearing House in such manner as the Clearing

House specifiesef-one-Businress-Day.

The Clearing House may invest, manage and mobilise all cash received in respect of Security
Deposits in such manner as the Clearing House deems fit or expedient.

16213 Direct Clearing Participant Deposit

(12)

Each Direct Clearing Participant must lodge a Direct Clearing Participant Deposit in cash and/or
Approved Collateral, the amount to be maintained at all times_which is the higher of:

(a)  RM500,000; or

(b#) 10% or such other percentage as may frem-time-to-time-be determined by the Clearing
House of the total amount paid by the Direct Clearing Participant to the Clearing House
in respect of all or any of the Margins payable under these Rules or such other amount
the Clearing House deems fit having regard to the Direct Clearing Participant’s
exposure to other clearing house organisations.

(2) The Clearrng House may#emtrme%etrme havrng regard to the followrng factors ebhgatren&et

Dj ng
mattersasthe@teanng—#teusemayeensrder—retevant request that a Dlrect Clearlng Partrcrpant

te-increase the amount of the Direct Clearing Participant Deposit lodged by the Direct Clearing
Participant:

(a) the obligations of and performance risk undertaken by the Clearing House in respect of

the Open Contracts to which a Direct Clearing Participant is a party;

(b) market volume;
(©) price volatility; or
(d) such other matters as the Clearing House may consider relevant.
3 If the Clearing House makes such a request to a Direct Clearing Participant, the Direct Clearing

Participant must lodge the additional amount in the form of cash and/or Approved Collateral

within_such time as the Clearing House determines-ene-Business-Day-from-the-date-of such
request.
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(4) A Direct Clearing Participant’s Direct Clearing Participant Deposit is at all times available to the

(5k)

(6e)

)

(8e)

Clearing House to apply towards the satisfaction of that Direct Clearing Participant’s obligations
to the Clearing House.

The Direct Clearing Participant Deposit is in addition to and independent of any other sums
payable to the Clearing House by the Direct Clearing Participant.

If the value of a Direct Clearing Participant’s Direct Clearing Participant Deposit falls below
RM500,000 or such higher amount as the Clearing House may have required from that Clearing
Participant under Rule 3.16(1)213(a)}, the Direct Clearing Participant must provide the deficit in
the form of cash and/or Approved CoIIateraI W|th|n such time as the Clearmq House

specifiesene-B

Any cash or Approved Collateral lodged in accordance with Rule 3.16(1)243(a}, which is in
excess of the amount required by the Clearing House may be withdrawn by the Direct Clearing
Participant upon giving-notice being given to the Clearing House in such manner as the Clearing

House determinesef-one-Business-Day.

The Clearing House may invest, manage and mobilise all cash received in respect of Direct
Clearing Participant Deposits in such manner as the Clearing House deems fit or expedient.

3.17214 Contribution to Clearing Fund

Every Clearing Participant must maintain its Clearing Fund Contribution in accordance with
Chapter 94.

3.18215 Minimum financial requirements for General Clearing Participants

(a) Each General Clearing Participant must at all times:

(ad) comply with the accounting, reporting, book-keeping and other financial and operational

requirements which the Clearing House may specifyfrom-time-to-time-be-prescribed-by
the-Clearing-House;

[Refer to Directive 3-001]

(b#) where it is a Participating Organisation which is not an Investment Bank, maintain the
capital adequacy requirements imposed by the Stock Exchange;

(cii)  where it is a Bank Clearing Participant, maintain the capital adequacy requirements
imposed by -Bank-Negarathe Central Bank; and

(div)  in any other case, maintain its Adjusted Net Capital at the higher of:

(ia) RM500,000; or

(iib) 10% or such other percentage as may from-time-to-time-be determined by the
Clearing House of the total amount paid by the Clearing Participant to the
Clearing House in respect of all or any of the Margins payable under these
Rules or such other amount the Clearing House deems fit having regard to the
General Clearing Participant’s exposure to other clearing house organisations.
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(2b) Notwithstanding the provisions of Rule 3.18(1)215(a), the Clearing House may frem-time-to
time-establish higher minimum financial requirements for one or more Clearing Participants on
the basis of volume, open positions carried, nature of business conducted or to be conducted
and{or such other criteria as the Clearing House may consider relevant.

3.19216 Minimum financial requirements for Direct Clearing Participants

(1a) Each Direct Clearing Participant must at all times:

(ai) comply with the accounting, reporting, book-keeping and other financial and operational
requirements which wmay—the Clearing House may specifyfrom—time—te—time—be
prescribed-by-the Clearing-House,

[Refer to Directive 3-001]

(bi) maintain Net Tangible Assets of not less than RM5 million, or a corporate guarantee of
not less than RM5 million; and

(cii))  lodge a Direct Clearing Participant Deposit in accordance with Rule 3.16213.
(2b) Notwithstanding the provisions of Rules 3.19(1)216(a), the Clearing House may frem-time-to
time—establish higher minimum financial requirements for one or more Direct Clearing

Participants on the basis of volume, open positions carried, nature of business conducted or to
be conducted andfor such other criteria as the Clearing House may consider relevant.

217—NetTangible-Assets
. . finedin S ule 1

3.20509 Notice of failure by General Clearing Participant

Each-A General Clearing Participant must immediately notify the Clearing House and provide
such information as may be required by the Clearing House if:

€) the Adjusted Net Capital of the General Clearing Participant is reduced below the
minimum level prescribed under these Rules; or

(b) the General Clearing Participant fails to meet any other financial requirements which

may-from-time-to-time-be-stipulated-by-the Clearing House_may specify.

As at 15 August 2019
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3.21510 Notice of failure by Direct Clearing Participant
Each-A Direct Clearing Participant must immediately notify the Clearing House and provide
such information as may be required by the Clearing House if_it fails to meet any financial
requirements which the Clearing House may specify, including if its:
€) the-Net Tangible Assets—of-the Direct-Clearing—Participant-is—reduced-below-the

minimum-level-preseribed-under-the-Rules; or

(b) the-Direct Clearing Participant Deposit; ef-the Direct-Clearing-Participant
is reduced below the minimum level prescribed under these Rules;-or

3.22511 Other notice

A Clearing Participant must immediately notify the Clearing House of any event or state of
affairs which has or may have a material adverse impact on its financial position or its ability to
perform any of its obligations under these Rules or which may interfere with its ability to conduct
its business in a normal manner.

[Refer to Directive 3-001]

3.23512 Early Wwarning Ffinancial Rrequirements

A Clearing Participant must comply with such early warning financial requirements that the
Clearing House may prescribe-frem-time-to-time.

[Refer to Directive 3-001]

3.24526 Audited reports

A Clearing Participant must furnish a copy of its Audited Accounts to the Clearing House within
three-3 Months of the end of its Financial Year or within such longer period as may be permitted
in writing by the Clearing House.

3.25529 Banking arrangements

(1) Each Clearing Participant must maintain such arrangements, including alternative
arrangements, with such bank(s) as may from-time-to-time-be prescribed by the Clearing House
to permit the transfer of funds between the Clearing Participant and the Clearing House.

As at 15 August 2019
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(2) The transfer of funds between the Clearing Participant and the Clearing House will be
irrevocable upon the crediting of the Clearing House’s or the Clearing Participant’'s bank
account, whichever applicable.

3.26234 Clearing Participant to include other persons

A Clearing Participant is responsible to the Clearing House for all acts or omissions of its
owners, principals, dBdirectors, officers, employees, trainees, agents, service providers and
sub-contractors.

[The rest of this page is intentionally left blank]
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D TRANSFER, SUSPENSION & CESSATION OF PARTICIPANTSHIP

3.27220 Transfer of Clearing Participantship

A Clearing Participant is not permitted to transfer its Participantship in the Clearing House to
any other person.

3.28224 Circumstances for suspension termination

The Clearing House may_ summarily;-i-ts-abselute-diseretion; suspend terminate-the Clearing
Participant’s Participantship or its participation in any one or more or all of its services and

facilities, if:

€)) the Clearing Participant ceases its business or a material part of its business as
determined by the Clearing Housein-the-determination-of the Clearing-House;

(b) the Clearing Participant is the subject of an adverse finding by any regulatory body or

competent authority to which it is subject;

(©) any licence, authority, permission, exemption, authorisation or other similar grant to the
Clearing Participant to conduct its business has been withdrawn, suspended or
revoked by any competent authority or regulatory body to which it is subject;

(d) winding-up, liquidation or any such proceedings is commenced in relation to the
Clearing Participant or if the Clearing House considers that the occurrence of such an
event is imminent or likely;

(e) a receiver or manager is appointed over the assets or property of the Clearing
Participant or if the Clearing Participant suffers a composition with its creditors or if a
scheme of arrangement is approved by the courts or if the Clearing House considers
that the occurrence of such an event is imminent or likely; or

) any distress, execution or other process being levied or enforced or served upon or
against the Clearing Participant.

w
N
g

Notification of terminatien-suspension of Participantship or participation

As at 15 August 2019
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The Clearing House will;-by-netice-inwriting; inform the Clearing Participant of the suspension
of the Clearing Patrticipants' Participantship or participation in one or more of the services and

such suspension will take effect as prescribed in the notice and will continue until the
suspension _period exp|res or such earller time _as the Clearing House deems flt to In‘t the

suspensiontermin
potice.

3.30223 Continuing Liability

The suspension of its Participantship or participation in one or more of the services shal-will
not in any way whatseever-diminish any liability which the Clearing Participant may have to the
Clearing House or any other Clearing Participant or any Client of the Clearing Participant where
such liability arises from the Participantship up to the date of the suspension and such liability
shall continue to subsist until it is fully satisfied or discharged.

3.31227 Resignation

A Clearing Participant may resign by giving at least 30 days written notice to the Clearing House
and the resignation takes effect at the later of either the expiration of that period or:

(ad) when the Clearing Participant is no longer a counterparty to any Open Contract; and

(bi) there are no further obligations or liabilities owed by the Clearing Participant to the
Clearing House_and its Clients; and

(cit)  the Clearing Participant has presented to the Clearing House such indemnities and
guarantees as the Clearing House in its sole discretion may require.

(2) The acceptance of the resignation is at the absolute discretion of the Clearing House.

(83b) A Clearing Participant who has served a notice referred to in Rule 3.31227(1a) is only entitled
to submit to the Clearing House for Rregistration of Market Contracts which have the effect of
reducing the Clearing Participant’s Open Position.

(4¢) If the resignation is accepted, t¥he Clearing House upen+teceiptofthe-noticereferredtoinRule
227a)-will notify each Exchange of the effective date of resignationsuch-notice.

(5) The resigning Clearing Participant’s name will be removed from the Register of CPs and RPs
on the effective date of resignation.

(6d)  The resignation of a Clearing Participant does not in any way affect any pre-existing liability

which that Clearing Participant may have incurred to the Clearing House.
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Chap 3-14



ANNEXURE 1
RULES OF BURSA MALAYSIA DERIVATIVES CLEARING BHD

As at 15 August 2019

Chap 3-15



ANNEXURE 1
RULES OF BURSA MALAYSIA DERIVATIVES CLEARING BHD

3.32245 Continuing Liability

(12)

A former i [ Clearing Participant era-Registered-Person-ceases-to-be

any-antecedentremains liable to disciplinary action for any breach of these Rules issued by the
Clearing House committed during the period while it was a by-the-Clearing Participant-erthe
Fogistornd Roren,

As at 15 August 2019
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(2b) A former Clearing Participant oerRegistered-Person-which-has-ceased-to-be registered-or-is
struck-off the-Register-of CPs-and-RPs-must retain all its records for at least 7 years_from the

date of cessation and produce -

{e)——Any-such record
is-hotretained-in a Ieglble form_to the Clearmq House upon demand—mast—be@apab«leef—beng
reproduced-in-thatform.

3 All provisions in these Rules continue to apply in respect of the former Clearing Participant to

the extent required to give effect to Rules 3.32(1) and (2).

[The rest of this page is intentionally left blank]
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PART E REGISTERED PERSONS

3.33235 Obligation to appoint and register specific persons

{&——A General Clearing Participant must register the following persons with the Clearing
House:

(ah the person who is responsible for the overall clearing business as the
{*Responsible Person for Overall Clearing Business?);

(bi) the person who is responsible for risk management as the {*Responsible
Person for Risk Management?); and

(cii)  the person who is responsible for compliance functions as the (*Compliance
Officer?).

As at 15 August 2019
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3.34238 Registration procedures

(12)

(2b)

(3¢)

To register a proposed Registered Person under Rule 3.33235, a General Clearing Participant
must:

(ai) submit the relevant documents to the Clearing House in accordance with the_Clearing

House’s requirements-the-Clearing-House-stipulates; and

(bi) make the application only in respect of a person that satisfies the relevant eligibility
criteria applicable for the relevant category of Registered Person as stipulated-stated
in these Rules.

Reqistration as a Reqistered Persons is at the Clearing House’s absolute discretion.

Notwithstanding-Even if the proposed Registered Person meeting-meets the relevant criteria
under these Rules, the Clearing House may reject an application for registration as a Registered
Person if:

(ab) the information relating to the application as the Clearing House requires is not
provided;

(bif) any information or document that is furnished to the Clearing House is false or
misleading;

(cii))  the proposed Registered Person has failed to comply with any other requirement of the
Securities Laws or these Rules;

(div)  the proposed Registered Person is the subject of an investigation or proceeding
involving an allegation of fraud or dishonesty, whether in or out of Malaysia; or

(ev) the conduct of the proposed Registered Person is not in the interest of an orderly and
fair and-erderhr-market.

[Refer to Directive 3-001]

3.35244 Right of appeal

(12)

If the Clearing House rejects an application for participantship—made—underRule205-or
registration under Rule 3.34238, the applicant-orthe-General Clearing Participantas-the-case

may-be; may appeal in writing to the Clearing House within 14 days after the such-applicant-or
General Clearing Participant is notified of the Clearing House’s decision.

(2¢)

The Clearing House’s decision on appeal is final and binding on the appellant.

3.36239 Prohibition on performing functions until registered

As at 15 August 2019
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No person may perform the functions of a Registered Person of a General Clearing Participant
unless registered with the Clearing House as such.

[Ref o 1

3.372406

Furtherand-continding-o0bligations of Registered Persons

Throughout the-term-of-a Registered Person’s registration, a Registered Person must:

(@)
(b)
(©)

continuously satisfy the eligibility criteria applicable to that Registered Person;
comply with and give effect to the Securities Laws and the Commission’s requirements;

comply with and give effect to these Rules and to any undertaking given to the Clearing
House whether before or after registration as a Registered Person and must not:

0] cause, aid or abet a breach of these Rules by a General Clearing Participant;
or
(ii) permit, either knowingly or where the Registered Person had reasonable

means of obtaining such knowledge, a General Clearing Participant to commit
a breach by these Rules;

(df) act honestly and in the best interest of the Client and the General Clearing Participant;

(eq) carry out the Registered Person’s duties in a manner that contributes to the
maintenance of an orderly and fair market;

(fg) effectively discharge the Registered Person’s duties while in office;

(ab not act in a manner that may compromise the Registered Person’s function and
position; and

(hi) comply with the Rules of the Exchange, where the same is relevant to that Registered
PersonRP;

@i comply with and give effect to the structures, policies, procedures and internal controls
implemented by the General Clearing Participant pursuant to Rule 4.02508;

(i) exercise all such diligence to prevent the commission of the-a breach of these Rules
by the General Clearing Participant, having regard to the nature of the Registered
Person’s functions in the General Clearing Participant and to all relevant
circumstances; and

(kh identify and manage any potential or actual conflict of interests in relation to the
discharge of obligations and functions under the Securities-Laws-Act and these Rules.

3.38241 Notice of cessation
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A General Clearing Participant must notify the Clearing House witi
within 14 days after the effective date of a Registered Person ceasing to hold the relevant office.

3.39242 Vacancy of Registered Person

(12)

Havacancy-oceursintheoffice-of aRegistered-PersentThe General Clearing Participant must

fill the-a vacancy in the Reqistered Person’s office within 6 months from the date the vacancy
occurs.

(2b) In the interim, the General Clearing Participant must identify a person and require that person
to temporarily assume the responsibility for the functions of the vacated office. The General
Clearing Participant must ensure that the person:

(ab) has the relevant experience and seniority to undertake the relevant functions;

(bib) complies with these Rules except for the requirement for the Commission’s approval to
be appointed to the relevant vacated office or registration with the Commission; and

(cii))  undertakes enhy-such functions only for a period not exceeding 6 months;-and.

[Ref. irective 3-001]

(8)  The General Clearing Participant must notify the Clearing House of the identified person under
Rule 3.39(2) is+registered-as-a-Registered-Persen-in the manner_determined by the Clearing
House-stipulates.

[Refer to Directive 3-001]

3.40243 Summary de-registration

(1a) The Clearing House may summarily strike off a Registered Person from the Register of CPs
and RPs if the Registered Person:

(ab) becomes of unsound mind;

(bif) is made bankrupt, whether in or out of Malaysia;

(cii))  is convicted, whether within or outside Malaysia, of an offence involving fraud or other
dishonesty or violence or the conviction of which involved a finding that he acted
fraudulently or dishonestly; or

(div) is convicted of an offence under the Securities Laws.

(2b) A General Clearing Participant and Registered Person must immediately notify the Clearing
House in writing upon becoming aware of any of the above circumstances.

3.41  Continuing Liability

A former Reqistered Person remains subject to disciplinary action for any breach of these Rules
committed during the period while the person was a Reqgistered Person and all provisions in
these Rules continue to apply in respect of the former Registered Person to the extent required
to give effect to this Rule 3.41.
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PART F RESPONSIBLE PERSON FOR OVERALL CLEARING BUSINESS
235——RequirementObligationto-appentandregisterspecitic-persens

A General Clearing Participant must appoint at least 1 registerthe-following-persens-with-the

{——theperson-who-isresponsibleforthe-overallclearing-business{“Responsible Person for Overall

Clearing Business™);

(2b)

(3¢)

(¢4)

A General Clearing Participant that may-appoints more than 1 Responsible Person for Overall

Clearing Business person-to-carry-out-the functions-as-set-out-in-Rules-3.38(1)(2)-and-(3)
respectively-and-in-doing-so-must:

(ad) clearly delineate and document the area and scope of responsibility of each person at
the time of appointment and if there is any change in the area and scope of
responsibility, _the Clearing Participant must update the relevant documentation
accordingly; and

(bi) have all activities every-area-of the Clearing Participant’s business relating to clearing

Market Contracts functions-as-set-outin-Rule-237(a){(b)-er{c)-assigned-fall under the

responsibility of at least 1 Responsible Person for Overall Clearing Businesspersen

corcosondingehinodonicnatione cninc i Dl 90800,
All Where-mere-than-1-person-is—appeinted-as—a—Responsible Persons for Overall Clearing

Business are jointly responsible for any area_of activities relating to clearing Market Contracts
inthatfunetion-that has not been assigned by the General Clearing Participant to be within the
responS|b|I|ty of any patttequar—Responsmle Person for Overall CIearlng Busmess —'Fhe—same

Where a General Clearing Participant outsources its Clearing-and-Settlement- Ffunctions-risk
mahagement-or-comphance-functions to the Group under Rule 4.19231, the General Clearing

Participant must ensure that:

(ad) the Group de5|gnates at least 1 dedlcated Responsible Person for OveraII Cleanng

easemay—be} to ensure that the reIevant functlons as stated in Rule 3.44 44231 are carrled
out; and

(b the dedicated Responsible Person for Overall Clearing Business;-Respensible-Person

ferRisk-Management-or-Compliance Officer(as-the-case-may-be) is registered with the
Clearing House in accordance with Part E of this Chapter 3Rule-235.

3.43236 Eligibility criteria of-Registered-Persons

a)——A Responsible Person for Overall Clearing Business appointed by the General Clearing
Participant must fulfil the following requirements:
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(a) is registered by the Commission as a Responsible Person for Overall Clearing
Business; and

(bib) is registered with the Clearing House as a Responsible Person for Overall Clearing
Business in accordance with these Rules.

3.44237 Obligations ef Registered-Persons

{a)——Throughout the—term—of-the Responsible Person for Overall Clearing Business’
registration, the Responsible Person for Overall Clearing Business must_continuously satisfy
the eligibility criteria stated in Rule 3.434 and be responsible for:

(ab) all the activities of the General Clearing Participant in relation to the business of clearing
Market Contracts;

(bi) the compliance by the General Clearing Participant with these Rules; and

(cii)  submitting to the Clearing House such reports and information as may be required by
the Clearing House.

[The rest of this page is intentionally left blank]
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PART G RESPONSIBLE PERSON FOR RISK MANAGEMENT

3.45235 RequirementObligationto-appethtand-registerspeciicpersens
(1) A General Clearing Participant must appoint at least registerthe following—persons-with-the

{b}——the person—who—is—responsible—forrisk—management{“1 Responsible Person for Risk
Management®);-and

(2) A General Clearing Participant that may-appoints more than 1 Responsible Person for Risk

Management pomenre-somp cont ihe funeions ne ontontin Dules 99700 (b or lo) roconcinnly
and-in-deing-so-must:

(@) clearly delineate and document the area and scope of responsibility of each
Responsible Person for Risk Management persen-at the time of appointment and if
there is any change in the area and scope of responsibility, the Clearing Participant
must update the relevant documentation accordingly; and

(b) have every area relating to the risk management every-area—of-the-functions of the

General Clearing Participant as-set-outin-Rule-237(a){(b)-or{c)assigned-fall under the
responsibility of at least 1 Responsible Person for Risk Management—persen

corresponding-with-the-designations-stated-in-Rule-235(a).

3) All Responsible Persons for Risk Management Where-more-than-1-person-is-appointed-as—a
Responsible-Person-for Overall- Clearing-Businessall-such-persens-are jointly responsible for

any area relating to the risk management in-that-function of the General Clearing Participant
that has not been aSS|gned by the General Clearlng Part|C|pant to be Wlthm the respon5|b|llty
of any

releLeLResponsmle Person for Rlsk Managementand—@emphane&@#mer

4) Where a General Clearing Participant outsources its Clearing-functions;—risk management o
complianee-functions to the Group under Rule 4.19231, the General Clearing Participant must
ensure that:

(@) the Group designates at least 1 dedicated Respensible-Personfor-Overall-Clearing

Business—Responsible Person for Risk Management er—ComplianceOfficer{(as-the
case-may-be}to ensure that the relevant functions as stated in Rule 2373.47 are carried
out; and

(b) the dedicated Respensible-PersenforOverall-Clearing-Business;-Responsible Person

for Risk Management er-Compliance-Officer{(as-the-case-may-be}-is registered with the
Clearing House in accordance with Rule-235Part E of this Chapter 3.

3.46236 Eligibility criteriacfRegistered-Persons

{b)}——A Responsible Person for Risk Management appointed by the General Clearing
Participant must fulfil the following requirements:
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(ai) is registered by the Commission as a Responsible Person for Risk Management; and
(bi) is registered with the Clearing House as a Responsible Person for Risk Management

in accordance with the Rules.

3.47237 Obligations
-of Registered Persons

{b)}——Throughout the-term-of-the Responsible Person for Risk Management’s registration,
the Responsible Person for Risk Management must continuously satisfy the eligibility criteria
stated in Rule 3.46 and be responsible for:

(abh the risk management functions of the General Clearing Participant in relation to the
business of clearing Market Contracts;

(b#) the compliance by the General Clearing Participant with the Rules on matters relating
to risk management; and

(cii)  submitting to the Clearing House such reports and information as may be required by
the Clearing House.

[The rest of this page is intentionally left blank]
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PART H COMPLIANCE OFFICER

3.48235 RequirementObligationto-appethtand-registerspeciticpersons
(1a) A General Clearing Participant must appoint at least 1 registerthefollowing-persens-with-the

{#)—the-person-who-isresponsible-forcompliance-funetions{~Compliance Officer-).

(2b) A General Clearlng Part|C|pant that may—appomts more than 1 Compllance Offlcer person-to

(ad) clearly delineate and document the area and scope of responsibility of each person at
the time of appointment and if there is any change in the area and scope of
responsibility, update the relevant documentation accordingly; and

(bi) have every area efrelating to the compliance functions as-seteutin-Rule 237(a){b)-or
{e)—assighed—fall _under the responsibility of at least 1 Compliance Officerpersen

corresponding-with-the-designations-stated-in-Rule-235).
(3¢) All Comphance Ofﬂcers of a General Clearlnq Part|C|pant Where-more-than—1-person—is

= are jointly
responS|bIe for any area relating to the compllance mathatefunctmn that has not been assigned
by the General Clearlng Part|C|pant to be Wlthln the respon3|blllty of any pattleutat—Respensﬁete

Rtsl»(—Management_and—Compllance Offlcer.

(4d) Where a General Clearing Participant outsources its Clearing-functions,—risk-management-or

compliance functions to the Group under Rule 4.1923%, the General Clearing Participant must
ensure that:

(ab) the Group designates at least 1 dedicated ResponsiblePersonfor-Overall-Clearing

Business.—Responsible-Persenfor-Risk-Management-o—Compliance Officer {as-the
case-may-be}to ensure that the relevant functions as stated in Rule 3.50237 are carried

out; and

(bi) the dedicated Re

#er—RtsIeManagementer—Compllance Offlcer {astheeasemay—be} is reglstered with the
Clearing House in accordance with this Part E of this Chapter 3Rule-235.

3.49236 Eligibility criteria-of-Registered-Persons

{e)——A Compliance Officer appointed by a General Clearing Participant must fulfill the
following requirements:

(ah is approved by the Commission as a Compliance Officer; and
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(bi) is registered with the Clearing House as a Compliance Officer in accordance with the
Rules.

3.50237 Obligations-of-Registered-Persons

{e)——Throughout the-term-of-the Compliance Officer’s registration, the Compliance Officer
must be responsible for:

(ah) ensuring that the supervisory responsibilities in relation to compliance of these Rules
are carried out and matters pertaining to compliance are highlighted to the General
Clearing Participant’s bBoard of dBirectors or in the case of an Investment Bank, to the
board of directors or committee to whom the head of compliance is required to report
under the Guidelines on Investment Bank;

[Refer to Directive 3-001]

(bi) reporting to the Clearing House or any other person, such breaches of these Rules or
laws as may be required by the Clearing House; and

(cii)  submitting to the Clearing House such reports and information as may be required by
the Clearing House.

[End of Chapter]
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CHAPTER 45__CONDUCT OF BUSINESS

RESPONSIBILIHES-OF CLEARING PARTICIPANTSPART A GENERAL REQUIREMENTS

4.01501 Standard of General-Cconduct
A Clearing Participant_and Registered Person must; in the conduct of the Clearing Participant’s
its-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) act in a manner consistent with the promotion and protection of the goodwill and public
image of the Clearing House and its Clearing Participants.

[Refer to Directive 4-001]
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4.02508 Structures, internal controls, policies and procedures

(1a)

A Clearing Participant must have in place structures, internal controls and written policies and
procedures designed to:

(ai) facilitate the supervision of the Clearing Participant’s business activities and the
conduct of the Clearing Participant’s Registered Persons, employees and agents;

[Refer to Directive 4-001]

(bib) identify, monitor and manage conflicts of interests and risks that may arise in the
conduct of the Clearing Participant’s business;

(cii)  achieve compliance with these Rules and the Act; and
(div)  provide for Client protection;
(referred to collectively in this Rule as “Policies and Procedures”).

A Clearing Participant must consider all relevant factors in determining the adequacy and
effectiveness of the Policies and Procedures including the:

(ai) size of the Clearing Participant’s business;

(b#) the Clearing Participant’s financial position;

(cii)  diversity of operations;

(div)  volume, size and frequency of transactions;

(ev) degree of risk associated with each area of operation; and

(fw) amount of control by the Clearing Participant’s senior management over day to day
operations.

A Clearing Participant must properly document and regularly review and update the Clearing
Participant’s Policies and Procedures to take into account any changes that may occur in the
regulatory requirements.

A Clearing Participant must properly disseminate and effectively implement and enforce within
the Clearing Participant, the Policies and Procedures and any updates to such Policies and
Procedures.

A Clearing Participant must maintain an internal record of the names of all persons who are
designated as supervisory personnel and those delegated with supervisory functions and the
dates for which such designation is or was effective.

4.03513 Maintaining-Records

(1a)

A Clearing Participant must keep proper maintainrRecords which-correctly record-and-;

) to sufficiently explain the Clearing Participant’s Clearing activities;—whetherfor-the

As at 15 August 2019
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(b) to evidence compliance with the requirements in these Rules; and

(c) when expressly required under any provisions of these Rules

[Refer to Directive 4-001]

(2¢) The records specified under Rule 4.03(1)543{a) must be maintained by the Clearing Participant

for a period as specified under the relevant laws in Malaysia or in the absence of such laws, for
a period of not less than 7 years.

4.04 Communication within the Clearing Participant

A Clearing Participant must immediately disseminate these Rules and requirements that the
Clearing House and the Commission issue to all the Clearing Participant’s Registered Persons
and relevant employees.

4.05525 Statements, information and repertsDocuments

(12) A Clearing Participant must submit, within such time and in such form and manner as
determined by the Clearing House, such statements, information or Documentsreperts as may
be requested by the Clearing House.

[Refer to Directive 4-001]

(2) A Clearing Participant and Registered Person must ensure that any statement, information or

Document submitted to the Clearing House, whether before or after admission as a Clearing
Participant in relation to any matter under these Rules must:

(a) be clear, unambiguous and accurate;
(b) not contain any material omission; and
(c) not be false or misleading.
(3) If any statement, information or Document the Clearing House receives from or on behalf of a

Clearing Participant or Registered Person breaches the requirements in Rule 4.05(2), the
Clearing Participant 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.

(4) A Clearing Participant or Registered Person does not commit a breach of Rule 4.05(2) above
if a Clearing Participant or Registered Person can prove that:

(a) all enquiries as were reasonable in the circumstances had been made; and

(b) after making such enquiries, the relevant Clearing Participant or Registered Person had
reasonable grounds and did believe until the time of the presentation, submission or

As at 15 August 2019

Chap 4-3



ANNEXURE 1
RULES OF BURSA MALAYSIA DERIVATIVES CLEARING BHD

disclosure of the statement, information or Document to the Clearing House that the
statement, information or Document did fulfil the requirements of Rule 4.05(2).

(5) A Clearing Participant or Registered Person must immediately notify the Clearing House if the
Clearing Participant or Registered Person becomes aware that any statement, information or
Document provided to the Clearing House may not fulfil the requirements in Rule 4.05(2).

4.06  Accepting Margins during linsolvency or after Rrevocation of Llicence

A Clearing Participant must not accept any margin from its Clients during its insolvency or after
its Capital Markets and-Services Licence has been revoked or suspended.

4.07503 Conflicts of interest

A General Clearing Participant must have in place adequate arrangements to manage all
conflicts of interests that may arise in the conduct of the General Clearing Participant’s

business.
4.08514 Advertising and Ppublicity
A General Clearing Participant’s advertising or publicising of publicity-inrelationte its business
must:
(a) be accurate and not misleading or ambiguous;
(b) not contain claims that are not verifiable; and
(c) not bring the Clearing House or the Clearing House’s Related Corporations or any other

Clearing Participant into disrepute.

As at 15 August 2019
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PART B RESOURCES

4.09502 Business-ConductPersonnel

[&D) A Clearing Participant must_-in-the-conduct-ofits-business:

{a)——only employ or engage Registered Persons, employees and agents who are fit and proper with
suitable skills and experience with regard to the position and responsibility they hold;.

(e2) A Clearing Participant must ensure that an employee or director of a Clearing Participant who
trades in dDerivatives on the Exchange or a Specified Exchange {as-defined-in-the-Act)-for his
own account natifies it of such trades in writing or by electronic means and upon receipt of the
notifications, the Clearing Participant takes the necessary steps to manage conflicts of interest
and risk, in accordance with Rules 4.02503 and 5.064. For the purposes of this Rule, a director’s
account will include an account in which such a director has a direct or indirect interest.

As at 15 August 2019
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4.10515 Business Ppremises

(1a) A Clearing Participant must have business premises that are adequately and properly equipped
for the conduct of the Clearing Participant’s business.

(2b) A Clearing Participant must have adequate security and emergency arrangements to provide
continuous business operations with minimal disruptions.

[Refer to Directive 4-001]

(3) A Clearing Participant must_-in-the-conductofits-business:

{b}——-mnot carry on its Clearing business at any place other than a place that has been approved in
writing by the Clearing House.;

[Refer to Directive 2.01(2)-002]
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PART C CLIENTS

115147 Client information

(1a) Before aA General Clearing Participant must-before-accepting-accepts a person as a Client the
General Clearing Participant must:

(ai) obtain all essential information about the person relevant to the services to be provided;
2

[Refer to Directive No. 4-001]

(b) verify the person’s identity and the authenticity of the application to open an account
with the Clearing Participant; and

[Refer to Directive No. 4-001]

(ci) enter into a written agreement with such person.

(2b) If the Client represents that the Client is acting on behalf of another person, the General
Clearing Participant may start acting for the Client only if the General Clearing Participant brings
to the notice of the Client, the Client’s obligation under Rule 4.13549.

412518 Agreement with Client

In relation to the written agreement referred to in Rule 4.11(1)(c)54#a)ih), a General Clearing
Participant must ensure that the written agreement:

(a) sets out the terms and conditions of the services to be provided by the General Clearing
Participant;
(b) includes the Client’s obligation to comply with these Rules, whether these Rules apply

directly or indirectly to the Client; and

(c) includes an appointment by the Client of the Cchief Eexecutive Oofficer of the Clearing
House as the Client’s attorney or agent to do all things necessary to transfer any Open
Position held by the General Clearing Participant on the Client's behalf to another
General Clearing Participant where the Participantship of the General Clearing
Participant has been suspended or terminated.

4.13519 Disclosure of information by Client
(1a) If requested by the Clearing House, a General Clearing Participant must require a Client to
disclose or procure (and the Client must disclose or procure) information and documents in
relation to the Market Contracts that have been entered into in respect of the Client’'s account.

As at 15 August 2019
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The information referred to in Rule 4.13(1) 549{a)-abeve-includes information whether any
transaction in the Client’s account is carried out on another person’s behalf and in such
instance, the name of, and particulars sufficient to identify the ultimate owner of the-such Market

Contracts-that-has-been-entered-into-inrespectof the Client's-account.

In relation to a request made under Rules 4.13(1)549(a)-and-{b)}above, the Clearing House
may direct a General Clearing Participant to refrain from acting for any Client until the
information and document requested is furnished by the Client-or-where-the-Clientrefuses-to
furnish-the same.

4.14520 Doing business with Clients

(2b)

(3e)

4.15

A General Clearing Participant must forward all communication and documents relating to the
affairs of the Client directly to the Client unless the Client has authorised in writing for such

commumcatlon and documents to be sent to a third partvms#ueted—the—@eneraJ—Gleanng

A General Clearing Participant must account for and adequately safeguard a Client's or
potential Client’s assets.

[Refer to Directive 4-001]

A General Clearing Participant must obtain written authorisation from the Client in relation to
accepting instructions from any person or persons on behalf of a Client.

Protection of Clients’ information

A General Clearing Participant and Reqistered Person must not disclose a Client’s information
in the Clearing Participant’'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 Clearing House or any other relevant body or authority (whether in or outside of
Malaysia) requires the disclosure of the information;

(d) the information is already publicly available; or

(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.

4.16521 Clients’ Mmargins and Mmargin Ppayment

(1a)

(2)

Subject-to-Rule-521(e);aA General Clearing Participant must procure margins from its Clients.
ane

A General Clearing Participant must ensure that its Clients maintain the amount of minimum

margins on all Open Positions and these margins are mustbe-at least equivalent to the amount
of Mmargins required by the Clearing House.

As at 15 August 2019

Chap 4-9



ANNEXURE 1
RULES OF BURSA MALAYSIA DERIVATIVES CLEARING BHD

(83b) A General Clearing Participant may accept from its Clients as margin, cash, letters of credit,
bank guarantees, approved securities and other forms of margins in the manner and subject to
conditions as the Clearing House may from time to time prescribe.

[Refer to Directive 4-001]

(4€) Except for a Market Contracts which reduces a Client’'s margin obligation, a General Clearing
Participant must ensure that no new Market Contracts are entered into by the Client unless:

(a) the minimum margin for the Market Contracts are-is on deposit or is forthcoming within
such period as may be prescribed by the Clearing House from time to time after a call
for margin has been made by the General Clearing Participant; and

(b) that Client's pre-existing Open Positions comply with the margin requirements
established by the General Clearing Participant.

[Refer to Directive 4-001]

(5d) If new Market Contracts are entered into by the Client due to whatever reason despite Rule
4.16(4)524¢), the General Clearing Participant must clear and settle all such Open Contracts
arising from such Market Contracts.

(6e) A General Clearing Participant may close out all or any Open Positions of a Client where the
Client fails to comply with a demand for margin within-areasenable-time-after a margin call has

been made by the Clearing House;preovided-thatin-no-case-shallsuch-time-beless-than-1-hour
from-the-time-of-demand.

4.17522 Complaints by Clients

A General Clearing Participant must_handle a complaint from a Client (whether written or
otherwise) relating to the General Clearing Participant’s business in a timely and appropriate

manner.

[Refer to Directive 4-001]

4.18523 Statements to Clients

(1a) A General Clearing Participant must confirm in writing to every Client every transaction made
for the Client no later than the following Business Day.

[Refer to Directive 4-001]

(2b) A General Clearing Participant must provide to each Client a monthly statement.

[Refer to Directive 4-001]
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PART D OUTSOURCING

4.19231 Outsourcing by General Clearing Participants

(1a)

A General Clearing Participant which outsources its Clearing functions to a Service Provider
must comply with the following requirements:

(a) these Rules, any directions-that the Clearing House -may-issue; and
(b) the Comm|SS|on S Llcensmg Handbook-as-theagh-ﬂ;&@ene#al—@leamqg—.D—ammpam—us

A General Clearing Participant must ensure that the Service Provider(s) comply with the Rules
and directions that are applicable to the outsourced functions in the same manner as the
General Clearing Participant is required to.

A General Clearing Participant remains accountable for all outsourced Clearing functions and
will be held liable for any act or omission on the part of the Service Provider which results in a
breach of these Rules.

{i———The requirements in Fthis Rule 4.19234 is not applicable to a Bank Clearing Participant.

.20232 Outsourcing by Direct Clearing Participants

(Se)

A Direct Clearing Participant which outsources its Clearing functions to a Service Provider must
comply with the conditions set out in this Rule 4.20232.

The Direct Clearing Participant must ensure compliance by the Service Provider(s) of all
relevant requirements stipulated in any provision in_these Rules_and any agreement between

the Direct Clearing Participant and the Clearing House-and-direction-issued-by-the-Clearing
Hoeuse.

A Direct Clearing Participant remains accountable for all outsourced Clearing functions and will
be held liable for any act or omission on the part of the Service Provider which results in a
breach of these Rules.

The Direct Clearing Participant must have in place an insurance policy to protect it against any
liability, loss or damage arising from any action or omission of the Service Provider in
performing the said Clearing functions.

The Direct Clearing Participant must ensure that the Clearing House or its agent has, shall-at
all times, have-access to and be-is allowed to make copies of the Books of the Direct Clearing
Participant or the Service Provider.

(6) The Direct Clearing Participant shal-must procure a written consent through a letter of

(7f)

undertaking from the Service Provider to allow the Clearing House or its agent to exercise its
powers as stated in Rule 4.20(5) above.

A Direct Clearing Participant must notify the Clearing House within 2 weeks from the signing of
the relevant agreement(s) setting out the terms and conditions of the outsourcing arrangement,
including where applicable, the agreement setting out the terms and conditions for sub-

As at 15 August 2019

Chap 4-12



ANNEXURE 1
RULES OF BURSA MALAYSIA DERIVATIVES CLEARING BHD

contracting its Clearing functions to another Service Provider (“relevant service level
agreement(s)”).

(8g) A Direct Clearing Participant must, in respect of the outsourcing of its Clearing functions, notify
the Clearing House of:

(ai) the termination or variation of the relevant service level agreement(s); or

(bit) any adverse development arising from or in connection with the outsourcing
arrangement that could significantly affect the Direct Clearing Participant,

within 2 weeks from the occurrence of such event.

As at 15 August 2019
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PART E FINANCING

4.21534 Financing to Related Corporations

Subject to any restriction or prohibition under any law, a Clearing Participant may extend
financing to any Related Corporation of the Clearing Participant if:

(a) the Clearing Participant has-an-effective-implementation-of-implements policies and
procedures to control and manage the risk exposure when carrying out such financing
activities;

(b) the Clearing Participant manages any potential conflict of interest that may arise
between the Clearing Participant and its Related Corporation, where the interest of the
Clearing Participant must always prevail; and

(c) the Clearing Participant has ensured that the-its policies and procedures governing
such financing activitiesin-Rule-834-(a):

(i) are dubyr-endorsed by the Clearing Participant’s bBoard of dBirectors;

(ii) include the authority and limits for the granting of financing to Related
Corporations; and

(iii) prohibit any individual person from being able to exercise an overriding
authority over the provision of financing to Related Corporations.

4.22532 Non-applicability of Rule 4.21534

Rule 4.21534 does not apply to a Bank Clearing Participant. A-Bank-Clearing-Participant-must

As at 15 August 2019
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PART F OFF-BALANCE SHEET TRANSACTIONS

4.23 Investment Banks

All provisions in this Part F of this Chapter 4 do not apply to a Clearing Participant that is an
Investment Bank.

4.24 Records of Off-Balance Sheet transactions

A Clearing Participant must maintain a Record that sufficiently explains the Off-Balance Sheet
transactions entered by it.

4.25 Reporting of Off-Balance Sheet transactions

A Clearing Participant must lodge with the Clearing House a monthly report on Off-Balance
Sheet transactions in the form as prescribed by the Clearing House.

[Refer to Directive No. 4-002]

[The rest of this page is intentionally left blank]
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PART G DISPUTES

.26900A Disputes

In relation to a dispute that arises from or in connection with an Open Contract, the following
applies:

(a) If the dispute arises from or in connection with physical delivery pursuant to an Open
Contract, the parties to the dispute must settle the dispute by arbitration;

(b) For disputes other than those specified inparagraph-{a)abeve Rule 4.26(a), if any one

or more of the parties to the dispute elect to settle the dispute via arbitration, the other
disputing party must submit to such arbitration; and

(c) If parties are unable to agree on an arbitral forum for the settlement of disputes under
paragraphs{a)or{b) Rules 4.26(a) or (b), then such parties must settle the dispute by
arbitration before an arbitral forum prescribed by the Clearing House.

[Refer to Directive No. 4.26-001]

.27901A Arbitration and Aarbitration Aaward binds Clearing Participants’ Clients

A Clearing Participant must cause its Clients to agree that in relation to a dispute referred to in
Rule 4.26900A:

(a) the Clients must submit to arbitration; and

(b) the Client complies with Rule 4.28902A below.

4.28902A Arbitration Aaward
(1a) The arbitration award is final and binding on the parties to the dispute.

(2b) The parties to the dispute must bear the costs and fees for the arbitration in accordance with
the arbitration award.

(3¢) The parties to the dispute must notify the Clearing House of:
(ai) any request made for a dispute to be arbitrated; and
(bif) the outcome of the arbitration.

(4d) The Clearing House will not be liable to any party for any act or omission in connection with any
arbitration.

[End of Chapter]
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CHAPTERS5 ORGANISATION AND STRUCTURE OF CLEARING PARTICIPANTS

PART A GENERAL

5.01 Other business

(D A Clearing Participant must notify the Clearing House in writing prior to carrying out any other
business apart from Clearing.

(2) The Clearing House may require the Clearing Participant to take such steps as the Clearing
House thinks fit to manage the potential risks or conflict of interests arising from carrying out
the Clearing Participant’s business of Clearing and the Clearing Participant’s other businesses.

[The rest of this page is intentionally left blank]
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PART B BACK OFFICE SYSTEM

5.02 Back office system

A Clearing Participant must immediately notify the Clearing House of:

(a) the location(s) of its back office system; and

(b) any change in the location(s) of its back office system.

[The rest of this page is intentionally left blank]
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PART C COMPLIANCE FUNCTION

5.03505 Supervisory-system-to-achievecCompliance function and Accountability
(1) EaekpA Clearlng Part|C|pant must carry out the compllance functlon to establ%hand—m&ntama

to provide advice on all the relevant requwements that a Clearing Part|C|pant must comply Wlth
in carrying out the Clearing Patrticipant’s business.

[Refer to Directive 5-001]

(2)

If there is a breach of these Rules or the Act, the Clearing Participant is liable for such breach

5.04

whether or not such breach was by or- caused by the Clearing Participant’s Registered Persons,
employees or agents.

Reporting

(1)

A Clearing Participant must immediately report the following in writing to the Clearing House

(2)

upon becoming aware or where the Clearing Participant has reason to believe such occurrence
is taking or has taken place:

(a) any matter in Rule 3.50(a) that has not been reported to the Clearing House;

(b) the Clearing Participant is subject to any enforcement or disciplinary action by the
Commission or any other requlatory authority; or

(c) the Clearing Participant’s ability to perform any of the Clearing Participant’s obligations
under these Rules may be adversely affected.

A Registered Person must immediately report the following in writing to the Clearing House

upon becoming aware or where the Clearing Participant has reason to believe such occurrence
is taking or has taken place:

(a) any matter in Rule 3.50(a) that has not been reported to the Clearing House;

(b) the Clearing Participant employing the Registered Person or a Registered Person
employed or engaged by the Clearing Participant other than the Registered Person
making the report, has breached any of these Rules;

(c) the Registered Person has breached any of these Rules;

(d) the Registered Person is subject to _any enforcement or disciplinary action by the
Commission or any other requlatory authority; or

(e) the Reqistered Person’s ability to perform any of the Registered Person’s obligations
under these Rules may be adversely affected.

[The rest of this page is intentionally left blank]
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PART D RISK MANAGEMENT OF CLEARING PARTICIPANT
5.05504 Risk Mmanagement _function
(1) A Clearing Participant must ensure the proper discharge of the risk management functions for

the purpose stated under Rule 4.02(1)(

b) and take actions to mitigate such riskshave-in-place

[Refer to Directive 5-001]

(2) The Clearing Participant must ensure the risk management functions commensurate with:

(a) the scope, size and complexity of the Clearing Participant’s activities; and

(b) the level of risks that the Clearing Participant is prepared to assume.

5.06 Committee to oversee risk management

(D A General Clearing Participant must appoint a committee to manage and monitor the discharge
of the risk management functions of the General Clearing Participant.

(2) A General Clearing Participant must ensure that its risk management functions are reported to
the committee in Rule 5.06(1).

(3) A General Clearing Participant must ensure that the committee in Rule 5.06(1) comprises
persons who are competent, free from conflict of interest and collectively have the relevant
skills and experience to carry out the functions of the committee.

5.07 Qutsourcing of risk management functions

If the risk management function is outsourced under Part D of Chapter 4 or where the committee
in Rule 5.06(1) is maintained at Group level in accordance with Part F of Chapter 5, the Clearing
Participant must ensure that the outsourced function or committee in Rule 5.06(1) maintained
at Group level complies with all provisions in these Rules relating to the risk management
functions and committee in Rule 5.06(1).

[The rest of this page is intentionally left blank]
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PART E INTERNAL AUDIT OF CLEARING PARTICIPANT

5.08 Internal Audit function

(D A Clearing Participant must establish and maintain_an internal audit function which is
independent from all other functions of the Clearing Participant to examine, evaluate and report
on the adequacy and efficiency of the Clearing Participant’s management, operations, internal
controls_and the compliance with the relevant policies and procedures established by the
Clearing Participant.

(2) A Clearing Participant must ensure internal audit(s) are conducted on itself at such times as it
deems necessary, subject always to a minimum of 1 internal audit in each calendar year.

5.09  Audit Committee

(1 A General Clearing Participant must establish and maintain an audit committee, whether on its
own or Group level in accordance with Part F of Chapter 5 (“Audit Committee”) which is
responsible for amongst others, monitoring and overseeing all matters relating to the discharge
of the internal audit functions of the General Clearing Participant.

(2) A General Clearing Participant must ensure that its internal audit function reports to the Audit
Committee.
(3) A General Clearing Participant must ensure that its Audit Committee comprises members who

are _competent, free from conflict of interest and collectively have the relevant skills and
experience in carrying out the functions of the Audit Committee.

5.10 Qutsourcing of Internal Audit function

If the internal audit function is outsourced under Part D of Chapter 4 or where the Audit
Committee is established or maintained at Group level in accordance with Part F of Chapter 5,
the Clearing Participant _must _ensure that the outsourced function or Audit Commitiee
established or maintained at Group level complies with all provisions in these Rules relating to
internal audit functions and Audit Committee.

5.11507 Scope of Internal Audit Funetions

(1a) A Clearing Participant must undertake a risk assessment of the various areas in the business
of the Clearing Participant and based on the results of such risk assessment, decide on the
scope of the internal audit to be conducted for the yearconductan-internalauditreview,atleast

'a a \AJ anaagae A 'a a

(2) The Clearing House may at any time require the Clearing Participant to conduct an internal

audit if upon assessing the risks to the market, the Clearing House deems that it is necessary
or expedient.

As at 15 August 2019
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5.12 Reporting

(1) The Audit Committee must present to the board of directors of the Clearing Participant, amongst
others, the audit report, its course of action or any corrective measures taken, to address any
non-compliance or irreqularities stated in the audit report and all other matters deliberated by
the Audit Committee.

(2) A Clearing Participant must submit a copy of the minutes of each meeting of the Audit
Committee and a copy of the audit report, together with its course of action or any corrective
measures taken to address any non-compliance or irregularities stated in the audit report, to
the Clearing House within 30 days from the date the minutes were adopted by and the audit
report was presented to the board of directors of the Clearing Participant.

[The rest of this page is intentionally left blank]
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PART F PERFORMANCE OF COMMITTEE TO OVERSEE RISK MANAGEMENT AND
AUDIT COMMITTEE FUNCTIONS AT GROUP LEVEL

5.13 Committee to oversee risk management and Audit Committee

A General Clearing Participant may have its committee in Rule 5.06(1) or its Audit Committee
established or maintained at Group level under Part D of Chapter 4 if the General Clearing
Participant is able to comply with Rule 2.01(2)(k) in so far as providing or procuring the provision
to the Clearing House of reports, information, Documents, Books or Records pertaining to the
committees _and the committees’ decisions and deliberations upon the Clearing House's

request.

5.14 Investment Bank

Rule 5.13 is not applicable to an Investment Bank.

[End of Chapter]
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CHAPTER 6

CLEARING PROCEDURES

Submissien-Presentation of Market eContracts for registration

The particulars of each Market Contract must be presented in such manner as is approved
prescribed by the Clearing House, by the Buyer and Seller to such Market Contract, or by an
Exchange on behalf of such Buyer and Seller, for Rregistration by the Clearing House.

The Clearing House is entitled to rely on the particulars of Market Contracts presented in
accordance with Rule 6.081(al) as being correct and is not bound to recognise any actual or
alleged error or omission in relation to such particulars.

Errors in recording

Despite Rule 6.081(2b), if on application-notification from an Exchange on behalf of the Buyer
and the Seller to a Market Contract, the Clearing House is satisfied that the details of the Market
Contract were incorrectly or incompletely presented by the Exchange or the Exchange failed to
present particulars of a Market Contract, the Clearing House at its absolute discretion may

impose any conditions,and-subjectto-any-conditions; including but-nretlimited-to-requiring the
payment of Margin, and may:

(ia) in the case of incorrect or incomplete details of a Market Contract having been
presented to the Clearing House and rRegistered, take all such action necessary to
correct the rRegistration;

(Hb) in the case of all particulars of a Market Contract not having been presented to the
Clearing House, take all such action necessary to rRegister the Market Contract.

In-the-eventoflf the Clearing House exercising-exercises its discretion pursuantto-under Rule
6.012(al)(ia) the Market Contract is deemed to have been rRegistered reflecting any such
amendments or corrections and these Rules apply accordingly.

Registration

The Clearing House may, without being required to give reasons, before the end of the day on
which the Market Contract has been accepted for registration:

(ia) at any time decline to rRegister any Market Contract or impose conditions including the
payment of Margin on the rRegistration of any Market Contract; or

(Hb)

Regrstratleh—reject such Market Contract from belng cleared through the Clearmg
House if the Clearing House is of the view that such rejection is necessary to protect
the integrity of the Clearing House.

Fhe-Any rejection of such Market Contract under this—+Rule 6.03(1)(b) will result in the

reinstatement of the Market Contract between the Buyer and the Seller and the Clearing House
will have no obligations or liability with respect to or in connection with such Market Contract or
with the rejection of such Market Contract.

As at 15 August 2019
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(3 The Clearing House will notify the relevant Exchange of any decision taken by the Clearing
House under this-Rule 6.023(al) and may take any action as may be necessary in respect of
such Market Contract in consultation with the Exchange.

(4b) Immediately afte—upon acceptance of a Market Contract for rRegistration by the Clearing
House:

(ia) an Open Contract comes into existence between the Clearing House and the Buyer to
the Market Contract upon terms identical to those of the Market Contract and the
Clearing House will be Seller to such Open Contract;

(iib) an Open Contract comes into existence between the Clearing House and the Seller to
the Market Contract upon terms identical to those of the Market Contract and the
Clearing House will be Buyer to such Open Contract; and

(H#ic)  the Market Contract is extinguished.

(5¢€) Each Clearing Participant must provide the Clearing House with such information within such
time as may be prescribed by the Clearing House in connection with the rRegistration of a
Market Contract.

(64) Each Open Contract has effect and is valid and enforceable in accordance with its terms as
established under these Rules.

(7 A Clearing Participant must not bring any claim or proceedings to invalidate or render void or
that has the effect, partial or otherwise, of invalidating or avoiding any Open Contract, or its
obligations in connection with such Open Contract, to which it is a party.

(e8) The terms of each Open Contract are subject to these Rules—and-in—the—event-of-any

6.034 Parties to Open Contract

(1) Regardless of whether an Open Contract is recorded in an Unsegregated Account or a
Segregated Account of a Clearing Participant, such Open Contract is between the Clearing
House and the Clearing Participant as principals.

(2) A Clearing Participant is-entitled-te-may exercise its rights and is liable to perform its obligations
under and in connection with such Open Contract at all times as principal subject to these
Rules.

3 The Clearing House does not recognise any legal, equitable, contingent, future or partial
interest in any Open Contract except the interest of the Clearing Participant who is party to the
Open Contract.

6.045 Accounts

(1) The Clearing House will record-maintain the details relating to each Open Contract in the
Segregated Account or Unsegregated Account of the Clearing Participant party to such Open
Contract as provided by the Clearing Participants.

As at 15 August 2019
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bear—thenameef—tThe Cleanng Part|C|pants and—the@leanng+teusemust open separate Sub—
Accounts bearing-such-identification-as-advised-by-the Clearing-Participant-in such-the manner

as-is-prescribed by the Clearing House.

The Clearing House will calculate tFhe Performance Bond willbe-calculated-separately-by-the
Clearing—House—in—accordance—with-Rule—613-in relation to Open Contracts recorded in a

Clearing Participant’'s Unsegregated Account and each Sub-Account of the Clearing
Participant’s Segregated Account_in accordance with Rule 6.14.

Designation instructions

If the Clearing House has reached agreement with an Exchange, designation instructions may
be provided to the Clearing House by such Exchange for and on behalf of the Clearing
Participant.

The designation instructions provided to the Clearing House in accordance with Rule 6.056(al)
must indicate:

(ia) whether an Open Contract arising from rRegistration of a Market Contract is to be
recorded in the Segregated Account or the Unsegregated Account of the Clearing
Participant;

(Hb) if an instruction is given to the Clearing House pursuant to Rule 6.056(2)(a){b}{) that
an Open Contract is to be recorded in the Segregated Account of the Clearing
Participant, the designation instructions must include the identity of the Sub-Account in
which such Open Contract is to be recorded.

If designation instructions are incorrectly or not provided to the Clearing House on the same
Business Day that the relevant Market Contract is presented to the Clearing House for
rRegistration, the Open Contract arising from such rRegistration mustwill be recorded in the
Unsegregated Account of the Clearing Participant.

If a Clearing Participant has made an bena-fide-error in any designation instruction, it may
request the Clearing House to amend the Records maintained by the Clearing House of the
Unsegregated Account, Segregated Account or a Sub-Account of that Clearing Participant.

6.067

6.078

Acceptance of the request to amend is at the Ihe—CIeanng House’s dlscretlon —may—m—ves

Allocation and Transfers

The Clearing House may, upon the request of a Clearing Participant, allocate or transfer Open
Contracts between accounts within the same Clearing Participant or between Clearing
Participants in the manner or subject to such conditions as-determined-by-the Clearing House
determinesfrom-time-to-time.

Open Positions

Each Open Contract has effect and remains binding upon the Clearing House and the Clearing
Participant who is party to such Open Contract until:

As at 15 August 2019
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(a) it is liquidated by offset in accordance with Rule 6.089;
(b) it is liquidated as the result of a settlement to market in accordance with Rule 6.123;
(c) in accordance with Rule 6.101, the rights and obligations under such Open Contract

have been novated in which case the Open Contract will be binding upon the Clearing
House and the Clearing Participant to whom such rights and obligations have been
novated,

(d) it is dealt with in accordance with Rule 2.09(1)(f)3101-erRule-1102;

(e) in the case of an Option Open Contract -

() which-is-a-Futures-Optien-it has expired, where-that is, the rights of the Buyer
to such Option have lapsed;been-Exercised-or-Assigned-or-has-Expired-

(i) it has been Exercised or Assigned; or
(iii) delivery and payment or cash settlement has been effected in accordance with
these Rules;which-is-an-Eligible Option;

(f) in the case of an Open Contract which is a_Futures Contract, cash settlement or delivery

has been effected in accordance with these Rulesn-Adjustment-Agreement—cash

Liquidation by offset

A Clearing Participant who is Buyer to an Open Contract and a Seller to another Open Contract
the terms of which are identical in all aspects but not necessarily price and contract date, and
both Open Contracts are recorded in either-the same sub-account within the Unsegregated
Account or in the same Sub-Client Account; of that Clearing Participant, may request the
Clearing House to liquidate by offsetting the rights and obligations under those two Open
Contracts.

Upon two Open Contracts being off-set pursuant to Rule 6.089(al), any settlement difference,
as calculated by the Clearing House, becomes immediately due by the Clearing Participant or
the Clearing House, as the case may be.

A rRequests for liquidation by off-set in accordance with this Rule 6.089 must be submitted to

the Clearing House in such manner and-en-such-terms-as-may-be-determined-by-the Clearing
House_determinesfrom-time-to-time.

6.0910 Reversal of liquidation

As at 15 August 2019
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(2)

A The Clearmg House may
reverse the I|qU|dat|on of two Open Contracts made pursuant to Rule 6.089 so that two new
Open Contracts between the Clearing House and the Clearing Participant are created _upon a
request from a Clearing Participant.

The two new Open Contracts created under Rule 6.10(1) will have en-identical terms to the

original two Open Contracts previously liquidated and any settlement difference must beis
repaid.

(3) Sueh-A requests by a Clearing Participants to reverse the liquidation of two Open Contracts

6.101

(al)

(b2)

(e3)

6.112

must be submitted to the Clearing House in such-the manner as-may-be-prescribed-by-the
Clearing House _determines;from-time-to-time.

Novation of Open Contracts

Rights and obligations under an Open Contract of a Clearing Participant (the “transferor”) may
be novated in full to another Clearing Participant (the “transferee”) if:

(ia) the Clearing House has been advised of the offer and acceptance of a transfer of an
Open Contract between two Clearing Participants pursuant to Rule 6.067; or

(Hb) the transferor becomes a wholly-owned subsidiary of the transferee; or

(iic) the transferor gives notice of its intention to resign its Participantship or its
Participantship is suspended or terminated or it ceases to be an Affiliate of an
Exchange due to termination of its participantship by such Exchange or its
participantship of an Exchange is suspended; or

(vd)  there exists some other reason for the proposed novation that is not inconsistent with
these Rules, the relevant Exchange Rules or the Act.

Any request for the novation of an Open Contract must be made in such manner and on such
terms as-are-determined-by-the Clearing House determinesfrom-time-to-time.

The Clearing House may in its absolute discretion without giving any reason make-a-deeision
te-decline to effect a novation of all rights and obligations of an Open Contract or to effect such
novation subject to any terms and conditions including the payment of Margin which in its
absolute discretion the Clearing House may determine. Any such decisions must be promptly
notified to the transferor and transferee.

Daily settlement price

(D) The Clearing House will determine the Daily Settlement Price for each Open Contract in

accordance with itsthe procedures the Clearing House determines.

—(2) Sueh-The procedures must-will provide for consideration to be given to any bids, offers

6.123

and traded prices quoted by an Exchange and sueh-any other information as-may-be-deemed
relevantby-the Clearing House_deems relevant.

Settlement to-marketvariation

As at 15 August 2019
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A -
Open
5

+demreakte4hesee#¢+e@pea@emaaet—exeepI—The Clearlnq House will calculate the chanqe in

value of each Open Contract of a Clearing Participant based on the Daily Settlement Price at
the times the Clearing House determines to establish the settlement variation.

Pamerpam—eb;the—eleaﬁng—#leuse—as—me—ease—may—b&Settlement var|at|on and any

adjustments made to the settlement variation (where relevant) as calculated by the Clearing
House must be paid in cash by the relevant Clearing Participant.

6.134

(al)

Performance Bond

The Clearing House will determine the Performance Bond required will-be-determined-by-the
Clearing—Hoeouse-for the purpose of managing foreseeable risk using a risk based algorithm

andfor such other method as-may-be-determined.—from-time-to-time—by-the Clearing House
determines-and-advised-to-Clearing-Participants.

(2) A Clearing Participant’s Performance Bond will be held as security against the non-performance

(b3)

(e4)

(5)

of contractual obligations of that Clearing Participant under its Open Position and will be applied
in such manner as is-determined by the Clearing House at-its-abselute-diseretion-upon any
default by the Clearing Participant of such obligations.

The Clearing House must-will determine the Performance Bond required from each Clearing
Participant having regard to the Open Position of that Clearing Participant.

A Clearing Participant must lodge Fhe-the Performance Bond must-be-ledged-with the Clearing
House in accordance with the directions of the Clearing House.

The Performance Bond and-may be in the form of cash and/or Approved Collateral_or both.

6.145

Payment to the Clearing House

As at 15 August 2019
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On each Business Day, the Clearing House must-will make available to each Clearing

Participant a statement advising the Clearing Participant of funds (if any) which must be paid

to the Clearing House en-the-same-day-and showing the Performance Bond which must be
lodged with the Clearing House.

A Clearlnq Participant must make payment to the Clearmq House Wlthln Ithe latest—nmes by

paymen%&me&b&made—bythe@teanng—?arﬂetpan%slﬁ#b&prescnbed by the Clearlng House

from time to time.

The Clearing House is entitled to set off any amount due from a Clearing Participant to the
Clearing House against any amount due from the Clearing House to the Clearing Participant.

Call for additional funds

(2)

Heus&us—e*pesed4The Clearlng House may caII for payment of addltlonal funds from one or
more Clearing Participants as additional security against the non-performance of obligations by
such Clearing Participant(s) under Open Contracts_after taking into consideration the changes

in market price, price volatility, trading activity and any other matters which in the opinion of the
Clearing House may affect the risks to which the Clearing House is exposed to.

SuehThe Clearing Participant concerned must pay additional funds requested must-be-paid

6.167

(al)

within one hour or such latertime as determined may-be-specified-by the Clearing House.

Approved eCollateral

Approved Collateral is property from-time-to-time-preseribed-by-the Clearing House prescribes
as Approved Collateral for any purpose under these Rules.

(2) Approved Collateral may only be deposited or pledged with or assigned to the Clearing House

(b3)

(e4)

(d5)

(e6)

in such manner and on such conditions as may—be—determined—by-the Clearing House
determines-from-time-to-time.

The Clearing House will value the Approved Collateral must-be-valued-at-such-times-and-in
such manner as may-be-determined-by-the Clearing House determinesfrom-time-to-time.

The Clearing House may invest, manage and mobilise such Approved Collateral in such
manner as the Clearing House deems fit or expedient.

Any benefit, interest or gain received or accrued on any Approved Collateral:

(a belongs to the Clearing Participant that deposited or pledged with or assigned to the
Clearing House such Approved Collateral; and

(b) sueh-interest-or-gain-will be delivered to that Clearing Participant at such times and in

such manner as may—bedetermined—by—the Clearing House from—time—to
timedetermines.

Acceptance by the Clearing House of Approved Collateral is at the Clearing House’s abselute
discretion ef-theClearing—House-after giving consideration to matters it considers relevant
including, but not limited to its exposure or potential exposure to third parties.

As at 15 August 2019
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A Clearing Participant may Wwithdrawal ef-Approved Collateral by-a-Clearing-Participant-may

be-subject to any-such conditions aswhich- the Clearing House determines-may-determine-from

The Clearing House may Hnnned—t&charge a fee |n respect of the Iodgement of Approved
Collateral A d

This Rule 6.167 has effect despite anything else contained in these Rules.

Interest on cash balances

The Clearing House may pay interest to each Clearing Participant on all cash balances held by
the Clearing House for such Clearing Participant including the Security Deposit, Clearing Fund
Contrlbutlon and Direct Clearlng Participant Deposﬁs |n the manner —ooushnane ol oneh

, +-as the Clearing House

determmes

Clearing House records

The Clearing House will maintain Records in relation to Open Contracts created, liquidated,
settled or otherwise dealt with in accordance with these Rules.

(2) The Sueh-Records maintained by the Clearing House under this Rule 6.189 constitute prima

(B3)

facie evidence of the matters contained in those Records.

The Clearing House is entitled to rely without inquiry on all information provided to it by or on
behalf of Clearing Participants in creating and in amending its—such Records—maintained

srrononie Bule B0l

6.1920 Clearing advice, statement or reports

(1) {8 ——The Clearing House will make available to each Clearing Participant such advice,

statement or report in _relation to the Clearing Participant’'s Open Contracts showing details
relating-toof, among others, the following:

(ia) the Clearing Participant’'s Open Position;
(Hb) Approved Collateral lodged by the Clearing Participant;
(#ic)  the Clearing Participant’s Margin;

(vd)  cash deposited by the Clearing Participant with the Clearing House; and

(ve) cash amounts credited and debited to the Segregated Account and Unsegregated
Account of the Clearing Participant.

As at 15 August 2019
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Any advice, statement or report made available by the Clearing House to the Clearing
Participant is, in the absence of manifest error, (in any event after 1 Business Day after the
availability of the said report, advice or statement) conclusive as to its subject matter.

Except-as—otherwiseprovided,—thefallure—of-theA Clearing Participant’s failure to notify the

Clearing House of any error or omission with respect of any advice, statements or report
promptly (or within 1 Business Day of the availability of such advice, statement or report)
constitutes;—subject-to-the-Rules; a waiver in favour of the Clearing House by such Clearing
Participant of any rights, claims, damages or losses of any right to require rectification, unless
provided otherwise.

Position and Exercise Limits

(al)

(b2)

(e3)

(d4)

(e3)

(69)

(1)

The Clearing House may determine frem-time-te-time-the limits on the Open Positions which
may be held or controlled by any Client or Clearing Participant in any Derivatives (“position
limits”) or number of Options that can be exercised by any Client or Clearing Participant
(“exercise limits”).

A Clearing Participant must ensure that the position limits and exercise limits, as-the-case-may
be;which are applicable to any Client or Clearing Participant are adhered to at all times.

The Clearing House may, in circumstances it deems fit, grant such exemption, modification or
variation in relation to the position limits or exercise limits, as the case may be, subject to such
terms and conditions prescribed by the Clearing House.

A Clearing House may establish reporting levels on the Open Positions held, by any Client or
a Clearing Participant and may require daily (or other periodic) reports from Clearing
Participants on the amount of Open Positions held by, any Client or the Clearing Participant.
The Clearing House shall-be—entitled-to-may require reports even if the amount of Open
Positions held, is below the reporting levels prescribed by the Clearing House.

A Clearing Participant must report promptly to the Clearing House any instance in which the
Clearing Patrticipant has reason to believe that it has exceeded or a Client or another Clearing
Participant, acting alone or in concert with others, has exceeded or is attempting to exceed any
of the limits referred to in Rule 5336.21(1a) above.

For the avoidance of any doubt, the Clearing Participant must clear and settle all Open
Contracts including those Open Contracts which result in the Client or the Clearing Participant
breaching the position limits or exercise limits referred to in this Rule 5336.21.

For the purposes of determining whether a person is in ‘control’ of another person, the following

apply:

(a) a person is deemed to have control of another person:

(i) where the first person, or any related company or companies of the first person,
directly or indirectly by any means whatever, holds or beneficially owns 15%
or more of the issued or paid up capital or of the voting power of the other
person or of a third person which has control (in terms of this definition) of that

other person; or

(i) where a partner or director of the first person or of any related company of the
first person is also a partner or director of the other person; or

As at 15 August 2019
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(i) _where by reason of any contract, agreement or arrangement of any nature,
whether legally enforceable or not, the first person effectively controls the
management, or 15% or more of the voting power, of the other person, or is
entitled to nominate or appoint one or more directors of the other person.

notwithstanding Rule 6.21(7)(a) above, for purposes of determining the control of Open

Positions under Rule 6.21, a person will not be deemed to be in control of another
person’s Open Positions if both persons:

() do not have knowledge of one another’s trading decisions;
(i) trade pursuant to separately developed and independent trading strateqies;
(iii) have and enforce written procedures which preclude each from having

knowledge of, gaining access to, or receiving data concerning, the trades of
the other. Such procedures must include document routing and other
procedures or security arrangements which would maintain the independence
of their activities; and

(iv) do not share personnel in control of the respective trading decisions.

[Refer to Directive No. 6-001]

2286.22

2296.23

Clearing Aarrangements with Trading Participants

In order to clear Market Contracts entered into by a Trading Participant (“said Contracts”), a
Clearing Participant must:

(@)

(b)

(©)

inform the Clearing House of the relevant clearing arrangement the Clearing Participant
has with such Trading Participant, and if the Clearing House requests, submit such
details of the Trading Participant or such other documents relating to the clearing
arrangement as the Clearing House may from time to time specify;

confirm to the Clearing House that it has in place adequate internal control measures
and risk management systems, including pre-execution credit control checks to
manage the Clearing Participant’s risk exposure to the said Contracts; and

have entered into a written arrangement with the Trading Participant setting out the
terms and conditions governing their relationship, which must include risk management
provisions such as the right to impose trading limits on the Trading Participant whether
for Market Contracts executed for the Trading Participant itself or where relevant, for
the Trading Participant’s client.

Cessation of Clearing Aarrangement

If a Clearing Participant wishes to cease clearing the Market Contracts of a Trading Participant,
the Clearing Participant must:

(@)

provide to the Clearing House prior written notice (the duration of such notice to be as
determined by the Clearing House) of the Clearing Participant’s intention to cease
clearing the Market Contracts of that Trading Participant and the proposed date of
cessation; and
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(b) comply with any reasonable direction of the Clearing House in relation to the orderly
cessation of the clearing of the Trading Participant's Market Contracts.

2306.24 Clearing Participant’s Oobligations in the event of a Scessation

5246.25

(al)

(b2)

(e3)

(d4)

(e3)

Notwithstanding the cessation of the clearing arrangement, the Clearing Participant must clear
and settle all the Market Contracts of the Trading Participant which are done right up to the
point when the Trading Participant no longer has the ability to enter into Market Contracts to be
cleared by the Clearing Participant.

Give up upon a Client’s request

A Clearing Participant may give up an Open Contract (“give-up Clearing Participant”) and
another Clearing Participant accept a give up of an Open Contract (“take-up Clearing
Participant”). Such give-up arrangement will only take effect upon full compliance by both the
give-up Clearing Participant and the take-up Clearing Participant with this Rule and such
procedures as the Clearing House may frem-time-to-time-prescribe.

The Clearing House may without giving any reason:

(ia) reject the give up arrangement entered into by the Clearing Participants; or

(Hb) allow such give up arrangement subject to conditions being satisfied.

The take-up Clearing Participant must comply with the conditions imposed by the Clearing
House, in order for the give-up arrangement to take effect.

In relation to all give-up arrangements entered into and which have taken effect pursuant to this
Rule 5246.25, the take-up Clearing Participant must, in relation to the Open Contract referred
to in Rule 5246.25(al):

(ia) clear and settle such Open Contract and comply with all the provisions in the Rules in
respect of the Open Contract; and

(Hb) comply with all provisions in Rules-516-t6-523Part C of Chapter 4 in respect of the
Client referred to in this Rule 6.25524.

Where the give-up arrangement has been rejected by the Clearing House, the give-up Clearing
Participant must clear and settle the Open Contract that has been rejected for give-up and
comply with all the provisions in the Rules in respect of the Open Contract.

[End of Chapter]
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CHAPTER 7

OPTIONS

7.001 Option registration

(1la)  The Buyer of an Option Open Contract created pursuant to Rule 6.023 must pay the Premium
to the Clearing House.

(2b) The Seller of an Option Open Contract created pursuant to Rule 6.023 is entitled to receive the
Premium from the Clearing House.

(3¢) Premium referred to in Rule 7.001(1a) becomes due on the day the relevant Option Open
Contract comes into existence and is payable at such time as is advised by the Clearing House.

7.012 Notice of exercise

S
A Buyer who exercises its right under

an Option Open Contract must do so in accordance with the terms of the Option Open Contract

and advise the Clearing House of the Exercise in the manner the Clearing House prescribes.

(2) The Exercise is final and binding on the Buyer.

(3) Subject to any provisions in the Exchange Rules relating to the Exercise, a Clearing Participant
is deemed to have exercised its right under an Option Contract where such Clearing Participant
has acted in accordance with Rule 7.02(1) or through automatic exercise as provided in Rule
7.03.

7.023 Automatic exercise

(1a) With-the-agreement-of-therelevant-Exchange;tThe Clearing House may at any time prior to
the Expiry-expiry of sueh an Option Open Contracts determine procedures which determine the

automatic Exercise or otherwise of an Option Open Contracts to which the Clearing Participant
is a Buyer.

(2b)  The procedures determined in accordance with Rule 7.023(1a) will apply to the Clearing

Participant unless otherwise instructed by the Clearing Participant in the manner prescribed by
the Clearing House.

7.034 Assignment of Exercised Options

(1 The Clearing House will assign all validly Exercised Options to Clearing Participants with open
Short Positions in the same series in the manner the Clearing House determines.

As at 15 August 2019
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The Clearing House will notify Clearing Participants who are assigned with an Exercised Option

7.045

7.056

7.067

7.078

pursuant to Rule 7.04(1) above.

Option expiry

The rights of a Buyer to an Option Open Contract which have not been Exercised in accordance
with Rule 7.012, 7.023 or 7.034 by the latest time permitted in accordance with the terms of
such Option Open Contract are deemed to have expired.

Novation of an Option

If the rights and obligations under an Option Open Contract of a Clearing Participant (the
“transferor”) are novated pursuant to Rule 6.181 to another Clearing Participant (the
“transferee”):

() if the transferor is Buyer to such Open Contract, the Premium for the new Open
Contract must-will be credited to the account of the transferor and debited to the
account of the transferee;

(b) if the transferor is Seller to such Open Contract, the Premium for the new Open
Contract must-will be debited to the account of the transferor and credited to the
account of the transferee.

Exercise of an Futures-Option
If an Futures-Option is Exercised in accordance with Rules 7.012, 7.023 or 7.034:

€) in the case of a Call_ Option; a Futures Contract, which for the purposes of these Rules
will be an Open Contract, comes into existence between the parties to the Futures
Option on terms determined in accordance with such Futures-Option and the Buyer to
such Futures-Option shall be Buyer to the Futures Contract;

(b) in the case of a Put_ Option; a Futures Contract, which for the purposes of these Rules
will be an Open Contract, comes into existence between the parties to the Futures
Option on terms determined in accordance with such Futures-Option and the Buyer to
such Futures-Option shall be Seller to the Futures Contract.

Exercise/assighment fees
Each Clearing Participant must pay such fee or levy as may-be-determined frem-time-to-time

by the Clearing House in respect of the Exercise of each Option Open Contract to which such
Clearing Participant is a party.

[End of Chapter]
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CHAPTER 8

CONTRACT SETTLEMENT

(8l) Deliveries and the acceptance of Deliveries in-accordance-with-the-terms-of-an-Open-Contract

must be performed in accordance with the terms of the relevant Open Contract and the Rules
and such procedures as may from-time-to-time-be prescribed by the Clearing House.

(b2) For each Clearing Participant who as Buyer or Seller;-as-the-case-may-be; to an Open Contract
is-has taken or madeking Delivery, the Clearing House must-will select a Clearing Participant
(which may or may not be the same Clearing Participant) as a counterparty whe-is-Seller-or
Buyer-as-the-case-may-be; to an-the Open Contract. tThe terms of such Open Contract which
are identical in all aspects but not necessarily contract price and contract date.

(3 The Clearing House must-will make such selection in such manner as determined by the

Clearing Housemay-from-time-to-time-be-agreed-with-an-Exchange.

8.012 Parties to Delivery under an Open Contract

Subiject to the relevant Exchange Rules, Delivery under an Open Contract, other than an Option
Open Contract, must at the absolute discretion of the Clearing House be either:

€) between a Clearing Participant who is Buyer to an Open Contract and a Clearing
Participant who is Seller to an Open Contract the terms of which are identical in all
aspects but not necessarily contract price and contract date and the Clearing House
effected by:

(i)

(ii)

(iii)

the Clearing House directing such Buyer to accept Delivery from-such-Sellerin
accordance with the terms of the Open Contract; and

the Clearing House directing such Seller to Deliver to—such—Buyer—in
accordance with the terms of the Open Contract; and

the Buyer paying to the Clearing House a settlement amount in accordance
with the directions of the Clearing House and the terms of the Open Contract
to which the Buyer is party; and

(iv) the Clearing House paying to the Seller a settlement amount, calculated in
accordance with the terms of the Open Contract to which the Seller is party;
OR
(b) between the Clearing House and a Clearing Participant who is Buyer to an Open

Contract and between the Clearing House and a Clearing Participant who is Seller to
an Open Contract the terms of which are identical in all aspects but not necessarily
contract price and contract date, effected by:

(i)

(ii)

Delivery by such Seller to the Clearing House and the Clearing House paying
a settlement amount to such Seller calculated in accordance with the terms of
the Open Contract to which the Seller is party; and

Delivery by the Clearing House to such Buyer and the Buyer paying a
settlement amount to the Clearing House calculated in accordance with the
terms of the Open Contract to which the Buyer is party.
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8.023 Parties to Delivery under an Option Open Contract

Subject to the relevant Exchange Rules, Delivery under an Option Open Contract which has
been Exercised must at the absolute discretion of the Clearing House be either:

(a) between a Clearing Participant who is Buyer to an Option Open Contract and a Clearing
Participant who is Seller to an Option Open Contract the terms of which are identical in
all aspects but not necessarily contract price and contract date and the Clearing House

effected by:

0] in the case of a Call_Option:
(aa) the Clearing House directing such Buyer to accept Delivery from such

(bb)

(co)

(dd)

Seller in accordance with the terms of the Option Open Contract; and

the Clearing House directing such Seller to Deliver to such Buyer in
accordance with the terms of the Option Open Contract; and

the Buyer paying to the Clearing House a settlement amount in
accordance with the terms of the Option Open Contract to which the
Buyer is party and directions of the Clearing House; and

the Clearing House paying to the Seller a settlement amount,
calculated in accordance with the terms of the Option Open Contract
to which the Seller is party;

(i) in the case of a Put Option:

(aa) the Clearing House directing such Seller to accept Delivery from such
Buyer in accordance with the terms of the Option Open Contract; and
(bb) the Clearing House directing such Buyer to Deliver to such Seller in
accordance with the terms of the Option Open Contract; and
(co) the Seller paying to the Clearing House a settlement amount in
accordance with the terms of the Option Open Contract to which the
Seller is party and the directions of the Clearing House; and
(dd) the Clearing House paying to the Buyer a settlement amount,
calculated in accordance with the terms of the Option Open Contract
to which the Buyer is party;
OR
(b) between the Clearing House and a Clearing Participant who is Buyer to an Option Open

Contract and between the Clearing House and a Clearing Participant who is Seller to
an Option Open Contract the terms of which are identical in all aspects but not
necessarily contract price and contract date, effected by:

0] in the case of a Call_Option:
(aa) Delivery by such Seller to the Clearing House and the Clearing House

paying a settlement amount to such Seller calculated in accordance
with the directions of the Clearing House and the terms of the Option
Open Contract to which the Seller is party; and
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(bb) Delivery by the Clearing House to such Buyer and the Buyer paying a
settlement amount to the Clearing House calculated in accordance
with the terms of the Option Open Contract to which the Buyer is party;

(i) in the case of a Put_Option:

(aa) Delivery by such Buyer to the Clearing House and the Clearing House
paying a settlement amount to such Buyer calculated in accordance
with the directions of the Clearing House and the terms of the Option
Open Contract to which the Buyer is party; and

(bb) Delivery by the Clearing House to such Seller and the Seller paying a
settlement amount to the Clearing House calculated in accordance
with the terms of the Option Open Contract to which the Seller is party.

Delivery procedures

A Clearing Participant must comply with all provisions of the Rules and the terms of such Open
Contract relating to Delivery to the Clearing House or to Clearing Participants (as the case may

be) and the acceptance of any Delivery-anrd-must-comply-with-al-time limitsimposed-underthe
Rules-and-the terms-of such-Open-Contract.

Acceptance of Delivery by a Clearing Participant effected in accordance with Rule 8.012 or
8.023 and payment to the Clearing House in accordance with Rule 8.042 or 8.023 and the
terms of an Open Contract are deemed to be full and complete discharge of obligations under
such Open Contract.

Delivery by a Clearing Participant in accordance with the terms of an Open Contract and
payment by the Clearing House to such Clearing Participant in accordance with Rule 8.012 or
8.023 are deemed to be full and complete discharge of obligations under such Open Contract
except if that Clearing Participant has delivered a forged or false Instrument or forged or false
document evidencing title to such Instrument in which case such delivery does not constitute a
discharge of its obligations under such Open Contract as against the Clearing House.

The Clearing House is not obliged to check any Instrument or purported Instrument or
document evidencing title to such Instrument received by the Clearing House from a Seller to
an Open Contract or from a Buyer to an Option Open Contract which is a Put_Option.

The delivery of any Instrument or purported Instrument or document evidencing title to such
Instrument to a Clearing Participant as Buyer to an Open Contract or Seller to an Option Open
Contract which is a Put Option in accordance with the terms of such Open Contract is not to be
taken to be acceptance by the Clearing House of such Instrument or document evidencing title
to such Instrument.

Rejection in accordance with the procedures from time to time determined by the Clearing
House, of any Instrument or document evidencing title to such Instrument delivered to a
Clearing Participant as Buyer to an Open Contract or Seller to an Option Open Contract which
is a Put Option pursuant to the terms of such Open Contract is deemed to be rejection by the
Clearing House of such Instrument or document evidencing title to such Instrument.

Forgery

(1) The Clearing House does not have liability with respect to any forged instrument or Document

delivered to Clearing Participants pursuant to Rule 8.022 or 8.023. and
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(2) tThe sole recourse of the Clearing Participant receiving such forged Instrument or Document is
to the Clearing Participant which delivered or caused to be delivered that forged Instrument or
Document.

8.056 Failure to Deliver or pay settlement amount

(8l) A Clearing Participant, directed to Deliver in accordance with Rule 8.032 or 8.023 who fails to
make such Delivery within the time prescribed by the Clearing House is in default of its
obligations.

(b2) A Clearing Participant who fails to accept Delivery or pay a settlement amount in accordance
with Rule 8.022 or 8.023 is in default of its obligations.

(€3) If the Clearing House is unable to Deliver or effect Delivery due to the failure of a Clearing
Participant to meet its obligations under an Open Contract the Clearing House will be under no
obligation to Deliver or to effect Delivery but may effect settlement in accordance with Rule

2.09(1)(Hr1o2.

8.067 Failure to accept Delivery

(1) A Clearing Participant accepting Delivery in fulfillment of an Open Contract who has not made
payment calculated in accordance with the terms of such Open Contract and the directions of
the Clearing House is in default of its obligations.

(2) Any Instrument which is the subject of such Delivery may be sold by the Clearing House.

3 The proceeds from such sale less any expenses incurred by the Clearing House and related
taxes will be credited to the account of the Clearing Participant that failed to meet its obligations

and that Clearing Participant remains liable to pay to the Clearing House the balance of the full
settlement amount calculated in accordance with the terms of the Open Contract.

8.08 Duty of Clearing Participants to Mitigate Risk of Non-Delivery

Each Clearing Participant is required to mitigate the risk of non-delivery by requiring evidence
from its Client, that all Open Positions in respect of any of its Open Contracts that will not be
offset by the last trading day, will be completed by Delivery.

8.079 Cash settlement

In the case of an Open Contract which is to be cash settledan—-Adjustment-Agreement,
settlement must be effected in accordance with the terms of such Open Contract and in

accordance with such procedures as are determined by the Clearing House, by the Clearing
House paying or receiving, as the case may be, the settlement amount in cash calculated in
accordance with the terms of the Open Contract.

8.0810 Contract settlement fees

(1) The Clearing House may charge such fees or levies in respect of the settlement of all rights
and obligations of an Open Contract performed in accordance with this Chapter of the Rules.

(2) Such fee and levies will be determined by the Clearing House from time to time.

As at 15 August 2019

Chap8-4



ANNEXURE 1
RULES OF BURSA MALAYSIA DERIVATIVES CLEARING BHD

8.101 Alternative Delivery Procedure

(1) A Seller and Buyer of a Market Contract may agree to make and take delivery under terms or
conditions of delivery which differ from the provisions of these Rules, and the applicable
contract specifications for the Instrument being delivered (“Alternative Delivery Procedures”), if
the Clearing House has specified Alternative Delivery Procedures for such Market Contract.

(2) The relevant Clearing Participants must comply with such requirements the Exchange or the
Clearing House may prescribe in relation to Alternative Delivery Procedures.

3) Where Alternative Delivery Procedure is agreed, the relevant Clearing Participants must notify
the Clearing House in the form and manner prescribed by the Clearing House.

(4) Upon receipt of the notification, the Clearing House will return to the Clearing Participants all
margins held for the account of each Clearing Participant with respect to the Market Contracts
involved.

(5) The relevant Clearing Participants and the Clearing House shall be released from their

respective obligations or liabilities in respect of delivery pursuant to the Rules upon the election
of an Alternative Delivery Procedure.

[End of Chapter]
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CHAPTER 94 CLEARING FUND

9.01400 Establishment of Clearing Fund

(1a) The Clearing House must-will establish and maintain a Clearing Fund for the purpose of
indemnifying the Clearing House against losses arising in the circumstances specified-stated
in Rule 9.06406.

(2b) The Clearing House will from-time-to-time-determine the size of the Clearing Fund having regard
to the obligations of and performance risk undertaken by the Clearing House in respect of Open
Contracts, market volume, pnce voIat|I|ty and such other matters as the Clearing House may
c0n3|der reIevant

9.02401 Clearing Fund contributions

(1a) The Clearing House may at any time and-from-time-to-time-require a Clearing Participant to
make such payment to the Clearing Fund as it deems-considers fit in accordance with these
Rules.

(2) Subject to Rules 9.02(8)401{g} and 9.09(3)409(b}, each Clearing Participant must make

payment to the Clearing Fund and maintain its Clearing Fund Contribution in accordance with

the Clearing House’s requirements-ef-the-Clearing-House.

(3b) A Clearing Participant’s contribution to the Clearing Fund Clearing-Fund-Centribution-consists
of:

(ah the fixed and variable contributions to the Clearing Fund required under Rule
9.02(4)404(e) and reflected in its most recent Clearing Fund Statement; plus

(bi) all amounts (if any) requested from such Clearing Participant in accordance with Rule
9.02(1)404(a), subsequent to the issue of the most recent Clearing Fund Statements
and up to 100% of the amount referred to in Rule 9.02(3)(a)401b}H; plus

(&) all contributions (if any) received from such Clearing Participant in accordance with
Rule 9.02(1)404(a), subsequent to the issue of the most recent Clearing Fund
Statements and above 100% of the amount referred to in Rule 9.02(3)(a)40Xb}{#H; less

(dv)  the share of loss, if any, calculated in accordance with Rule 9.08408 or Rule
9.09(4)409(¢e), subsequent to the issue of the most recent Clearing Fund Statements.

(4¢) A Clearing Participant must contribute to the Clearing Fund:
(ah a fixed amount of RM1 million; and

(bi) a variable amount calculated in the manner determinedpreseribed by the Clearing
House.

. _— i the form-of cash-and lateral

(5e) The Clearing House mustwill revalue any Approved-Ceollateral-contribution to the Clearing Fund

lodged with it pursuant to Rule 9.02(1)401(a) en-thefirst Business-Day-of each-Month-and-at
such ethertimes as may-be-determinedfrom-time-to-time;-by the Clearing House_determines.
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(6) If due to such revaluation_under Rule 9.02(5), a Clearing Participant's Clearing Fund

(7f)

(89)

Contribution eentribution-to-the-Clearing-Fund-is less than_the amount the Clearing Participant
must contribute to the-its Clearing Fund Centributien, the Clearing Participant must pay such

shortfall to the Clearing House within-ene-Business-Day-of being-netified-of such-sheortfall such

time the Clearing House specifies.

If a Clearing Participant’s Clearing Fund Contribution eontribution-to-the-Clearing-Fund-exceeds
the amount the Clearing Participant’s_must contribute to the Clearing Fund-Centributien, the

Clearing Participant is-entitled-to-may request the Clearing House to pay out such excess upon

giving notice in the preseribed form and time of-ene-Business-Day-to-the Clearing House
specifies.

If a Clearing Participant has served notice of resignation pursuant to Rule 3.31227 prior to a
claim being made on the Clearing Fund, such Clearing Participant is-ret-ebliged-te-need not
make any further contributions to the Clearing Fund in response to a request made pursuant to
Rule 9.02(1)401{a} in connection with such claim.

nt—tThe Clearing House WI|| issue a Clearlng Fund Statement to each Clearlng Participant, at
such times as may be determined by the Clearing House, containing information relating to the
following:

(abh the fixed and variable contribution to the Clearing Fund calculated in accordance with

Rule 9.02(4)401(c); and
(b#) the amount of eash-and-the-current-value-of-Approved-Collateral{i-any)-contribution

comprised in such Clearing Participant’s fixed and variable contributions to the Clearing
Fund determined by the Clearing House;_and

(cii) any further contributions required in accordance with Rule 9.02(1)404(a) or any excess
that can be recovered by the Clearing Participant pursuant to Rule 9.02(7)4061(H).
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9.04404 Appropriations from the Clearing House’s resources efthe Clearing-House

(18) The Clearing House may;—from-time-to-time appropriate any of its resources to the Clearing
Fund.

(2b) If the amounts appropriated from the Clearing House’s resources to the Clearing Fund are
surplus to the requirements of the Clearing Fund, the Clearing House may-frem-time-to-time;
appropriate such amounts out of the Clearing Fund, either temporarily or permanently.

9.05405 Additional resources to the Clearing Fund

(1a) The Clearing House may establish such additional arrangements, bank facilities and policies

of insurance, as it may-from-time-to-time-considers appropriate for the purposes of providing
additional resources to the Clearing Fund.

(2) The Clearing House may at-its—abselute-discretion-alse-terminate such arrangements at any
time.

(3b) The costs and expenses of establishing such arrangements shall be payable out of the interest
or other sums accruing to the Clearing Fund.

(4) Further—tThe Clearing House may require Clearing Participants to reimburse it in respect of
such costs and expenses of establishing such arrangements, which amount shall be are-in
excess of the amounts payable out of the interest or other sums accruing to the Clearing Fund,
pro-rata to the amount of their respective contributions required under Rule 9.02(4)404(c) or in
such ethermanner as the Clearing House considers fair and appropriate.

9.06406 Purpose of Clearing Fund

The Clearing House may draw on the Clearing Fund, on one or more occasions, to meet losses
or anticipated losses ifin-the-event-that:

€) any Clearing Participant fails to discharge any of its obligations to the Clearing House
when due; andfor

(b) #any financial institution or clearing house organisation fails to perform any obligation
to the Clearing House when due because of its insolvency, receivership, indefinite
suspension of operations or the suspension of payments or because of any similar
event.

9.07407 Application of Clearing Fund
Without affecting prejudice-te the Clearing House’s right to draw on other resources available
to the Clearing Fund and subject to the terms ofr any guarantees, facilities, policies or other
assets from-time-to-time-forming part of the resources of the Clearing Fund, the Clearing Fund
may be applied in the following order of priority:

(@) first, the contributions made by the Clearing Participant in default (if applicable);

(b) secondly, the amount appropriated by the Clearing House from its resources into the
Clearing Fund pursuant to Rule 9.04404;
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(c) thirdly, contributions made by all other Clearing Participants (or all Clearing Participants

if sub-paragraph{a)-above Rule 9.07(a) is not applicable) in the proportion set out in
Rule 9.08468; and

(d) lastly, additional resources such as bank facilities and policies of insurance secured
pursuant to Rule 9.05405.

9.08408 Distribution of losses

(1) If the Clearing Fund is drawn upon pursuant to Rule 9.07407,:

(2b)

& Fthe proportion of the total amount {referred-to—in-this Chapter4-—as—Total-Loss™)

required by the Clearing House after drawing on the funds referred to in Rule 9.07407
which—must-will be charged against all each—Clearing Participants other than the
Clearing Participant in default in the manner specified by the Clearing House
(hereinafter referred to as “share of loss”). is-te-becaleulated-as-follows:

The Clearing House mustwill issue a statement to-each-Clearing-Participant-advising such-the
Clearing Participant of its share of loss-caleulated-pursuantte-Rule-408(a).

3) Subject to Rules 9.02(8)404{g} and 9.09(3)409(b) each-the Clearing Participant must pay into

the Clearing Fund its share of loss within-ene-Business-Day-afterreceiptof the-statement such

time as determined by the Clearing House.

(4¢) Immediately after the expiration of the time allowed for payment to be made in accordance with
Rule 9.08(2)408(b} the Clearing House must-will recalculate each-the Clearing Participant’s
contribution to the Clearing Fund-share-ef-Fund-in-accordance-with-Rule403.

9.09409 Limitation of Clearing Participant’s liability to Clearing Fund

(18) The amount charged against a Clearing Participant in accordance with Rule 9.08(1)408(a) must

first be paid out of that Clearing Participant’s Clearing Fund Contribution.

(2) Subject to Rules 9.02(8)404{g) and 9.09(3)409(b)}, if the Clearing Participant’s Clearing Fund

(3b)

Contribution is insufficient to pay out its share of loss, the Clearing Participant is liable to make
good such shortfall to the Clearing Fund.

A Clearing Participant will not be liable to make good more than an additional 100% of the
current amount of its fixed and variable contributions to the Clearing Fund as set out in its most
recent Clearing Fund Statement if:

(ad) within one Business Day of being notified by the Clearing House of its share of loss,
the Clearing Participant notifies the Clearing House in writing that it is terminating its
Participantship;
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(bib) no Futures Contract or Option is presented to the Clearing House for Registration after
the giving of such notice except contracts for immediate liquidation by offset; and

(chd) the Clearing Participant closes out or transfers its Open Position as promptly as

practicablepossible.

(4e) If a Clearing Participant exercises its right under Rule 9.09(3)409(b}, the balance of its share
of loss (referred to in this paragraph as “deficiency”) must-will be charged against each
remaining Clearing Participant in the proportion of the deficiency calculated in the manner
determined by the Clearing Housein-aceordance-with-Rule-403, and the provisions of this Rule
will mutatis-mutandis-apply to each remaining Clearing Participant in relation to its liability to
pay such proportion of the deficiency.

(54) A Clearing Participant who has exercised its right under Rule 9.09(3)409(b} is ineligible to be
readmitted to Participantship unless it agrees to reimburse the other Clearing Participants for
the deficiency at the time of applying for re-admission or such other amount as the Clearing
House deems-considers fair and equitable in the circumstances.

9.10410 Notice to Clearing Participants
Whenever any charge is made against a Clearing Participant’s Clearing Fund Contribution in

accordance with Rule 9.08408 or 9.09(4)409(¢}, the Clearing House must promptly notify that
Clearing Participant of the amount of the charge.

9.11441 Power to pledge Clearing Fund
(1a) The Clearing House may pledge the Clearing Fund, in whole or in part, as security for
borrowings if:

(ad) a Clearing Participant has defaulted on its obligations and the Clearing House is unable
to obtain prompt delivery of or to convert promptly to cash any asset of such Clearing
Participant or any other asset of the Clearing House; or

(bif) the Clearing House sustains a loss pursuant to Rule 9.06406 and elects to borrow
funds in lieu of charging such loss to the Clearing Fund.

(2) Borrowings pursuant to Rule 9.11(1) ;Sueh-boerrowings-must not exceed the amount necessary
to meet the Clearing House’s obligations ef-the-Clearing-House-to Clearing Participants and
other clearing house organisations_and must be repaid by the Clearing House as promptly as

possible.

(3b) Borrowings pursuant to Rule 9.11(1) 433{a)}-mustwill not be charged against the Clearing Fund
and do not affect the amount or timing of any charges otherwise required to be made against a
Clearing Participant’s Clearing Fund Contribution.

9.12412 Refund of contributions

(1a) If a Clearing Participant ceases to be a Clearing Participant, whether as a result of resignation
or otherwise, subject to Rules 9.12(2)412(b} and 9.12(3)412(e} a sum equivalent to its Clearing
Fund Contribution must be returned.
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The Clearing House may return release-the Clearing Participant’s Clearing Fund Contribution
if:

(a) the Clearing Participant’s obligations to the Clearing House have been fulfilled; or

(bi}) with the Clearing House’s approval-ef-the-Clearing-House, another Clearing Participant
has agreed to assume such Clearing Participant’s obligations to the Clearing House;
or

(ciit) the Clearing Participant has presented to the Clearing House such indemnities and
guarantees as the Clearing House in its sole discretion deems-considers satisfactory.

The Clearing House is-entitledte-may withhold or deduct from any amount returnable to the
Clearing Participant under this Rule 9.12412:

(ai) all charges against the Clearing Participant’s Clearing Fund Contribution on account of
transactions made by the Clearing Participant;_and

(b#) all amounts due and payable by the Clearing Participant to the Clearing House.

9.13443 Recovery of loss

(12)

(2b)

If a charge is made against the Clearing Fund Contributions of Clearing Participants in
accordance with Rule 9.08408 or 9.09409 and the amount is later recovered by the Clearing
House, whether in whole or in part, the amount recovered must be paid to the Clearing
Participants less any expenses or costs incurred by the Clearing House in recovering that
amount.

The amount payable to each Clearing Participant will be in proportion to the amounts
contributed by the Clearing Participant relative to the amounts contributed by all Clearing
Participants in respect of the event which caused such charge to be made against Clearing
Participants under Rule 9.08408.

9.14414 Investment of Clearing Fund

The Clearing House may invest, manage and mobilise cash in the Clearing Fund in such
manner as the Clearing House deemsconsiders fit or expedient.

[End of Chapter]
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CHAPTER 10__DEFAULT RULES

DEFAULT PROCEDURES

GroundsfordefaultactionEvents of Default

The Clearlnq House may reqard anv of the followmq events as an event of default by a Cleannq

(a

the Clearing Participant ceasing to hold a valid and effective Capital Market Services

(b)

Licence for carrying on the business of Clearing;

the suspension, expulsion or termination of the Clearing Participant as a participant of

(9]

the Clearing House, Exchange or any Malaysian or overseas derivatives, securities,
commodity or stock exchange or market or clearing or settlement facility;

the Clearing Patrticipant is subject to any sanction imposed by the Clearing House,

(d)

Exchange or any Malaysian or overseas derivatives, securities, commodity or stock
exchange or market or clearing or settlement facility;

the Clearing Participant ceasing or suspending or threatening to cease or suspend

(e)

substantially all of its business, or threatening to dispose of substantially all of its
assets;

the Clearing Participant no longer satisfying the qualification criteria or failing to comply

()

with any condition of admission as a Clearing Participant;

the Clearing Participant failing to comply with any reasonable direction, decision or

(ga)

(hb)

requirement of the Clearing House;

the Clearing Participant failings to comply with or settle any of its obligations in relation
to an Open Contract under these Rules or the Exchange Rules including such terms
relating to Delivery and the acceptance of any Delivery;

the Clearing Participant failings to meet in full any contribution or deposit required to

be paid under these Rulesits-Clearing-Fund-Contribution;

(kg)

the Clearing Participant failings to comply with any of the financial requirements set out

in Chapter 32 of these Rules;

the Clearing Participant failings to comply with or settle any of its financial obligations
in relation to these Rules or the rules and regulations of any exchange or clearing house
in which the Clearing Participant is a participant or member;

the Clearing Participant failings to pay when due, any sum due and payable, or is
otherwise in default under the terms of any loan or other agreement relating to the
Clearing Participant’s indebtedness, or threatenings or proposinges to suspend, stop,
defer or reschedule payment or to default under the terms of such loan or agreement;
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(Ik) the Clearing Participant is insolvent, or unable to pay its debts as and when they fall
due, or a winding-up petition is presented, or a notice of a proposal for a resolution for
the Clearing Participant’s winding-up is given, or a voluntary arrangement is approved
by the court of law for the benefit of its creditors, or an assignment or composition is
made by the Clearing Participant for the benefit of its creditors or any of them, or the
Clearing House considers in its absolute discretion that the occurrence of any such
events or their equivalent is imminent or likely in any jurisdiction;

(mi) has-a liquidator, receiver, manager, trustee, an administrative receiver or similar officer
is appointed over the Clearing Participant or a composition or scheme of arrangement
approved by a court of Iaw is made agalnst the Cleanng Partmmant@r—anas&gnmen{

(nh) a resolution to wind-up the Clearing Participant (save for the purpose of amalgamation
or reconstruction) is passed or a winding-up order is made; e

(ok) any distress, execution or other process is levied or enforced or served upon or against
any property or assets of a Clearing Participant-; or

(p) any other event or series of events, whether related or not, occurring (or appearing
likely to occur) which in the opinion of the Clearing House has (or appearing likely to
have) a material effect on the capacity of the Clearing Participant to meet its obligations
to the Clearing House.

10.021001 Default-actionPowers of the Clearing House in the event of a default
(1) If the Clearing House considers that an event of default under Pursuantto-Rule 10.0100 has
occurred, the Clearing House may take any or all of the following actions:

€) suspend the Participantship of the defaulting Clearing Participant-in-Default;

(b) impose restrictions on the activities of the defaulting Clearing Participant;

() refuse to register Market Contracts in the defaulting Clearing Participant’s name;

(d) exercise, or allow to expire, any Open Contract of the defaulting Clearing Participant;

(e) settle any or all of the Open Contracts of the defaulting Clearing Participant;

(H instruct a designated agent to execute a buy-in of the Instrument up to the quantity
required to be delivered by the defaulting Clearing Participant;

(ab) liquidate and/or novate the rights and obligations under the Open Contracts of the

defaulting Clearing Participant in-Befault-in any manner as the Clearing House may
deem fit and this includes the Clearing House:accordance-with-Rule-1002;

(i) appointing one or more Clearing Participants to liguidate the Open Contracts;

(i) transferring or procuring the transfer of the Open Contracts to one or more
Clearing Participants who have agreed to accept such transfer; and

(iii) unless the Clearing House determines otherwise, transferring or procuring the
transfer _of all monies and Approved Collateral associated with the Open
Contracts transferred pursuant to Rule 10.02(1)(q)(ii);
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(he) sell, realise or apply lguidate-any Approved Collateral and calculate the sum of all
assets of the defaulting Clearing Participant in-Befault-including its Security Deposit,
Direct Clearing Participant Deposit (where applicable), Clearing Fund Contribution,
cash and any other assets held by the Clearing House provided always that any
Approved Collateral, cash or other assets deposited with the Clearing House with
respect to Open Contracts recorded in a Segregated Account of the defaulting Clearing
Participant in—Default-must not be used to meet any obligations relating to Open
Contracts in the Unsegregated Account;

(id) set-off any loss incurred by the Clearing House pursuant to Rules 10.02(1)(e), (f) and
(9)3001(b) against the monies determined in accordance with 2001(¢)-10.02(1)(h) and:

0] any surplus monies must be utilised in accordance with Rule 10.03;
(ii) any deficit must be met in accordance with Rule 10.04; and
(ie) execute hedging transactions, in_any manner, on behalf of and at the risk of the

defaulting Clearing Participant-in-Default, to eliminate or reduce market risk resulting
from such Open Contracts:; or

(khv)  take any other action which the Clearing House i+-deems necessary for the protection
of the public interest_or the Clearing House.

(2) The actions referred to in Rule 10.02(1) will be taken at the expense of the defaulting Clearing
Participant.
(3) The actions referred to in Rule 10.02(1) may be taken immediately or at any other time in any

order the Clearing House determines and without the need for any prior notice to or consent of
the defaulting Clearing Participant or any other person.
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10.031003 Settlement of obligations
The Clearing House wmust—will pay any surplus determined pursuant to Rule
10.02(1)(i)(1)1001() to the defaulting Clearing Participant-in-Befauit.

10.041004 Call upon funds
Any shortfall determined pursuant to Rule 10.02(1)(i)(ii) 380X} must be met and made good
by the use and application of funds in accordance with Rule 9.07467.

10.051005 Advice to an Exchange and the Commission
The Clearing House must-will inform the relevant Exchange(s) and the Commission of all

actions taken under this Chapter.

10.06 Clearing Participant to provide assistance

The defaulting Clearing Participant must cooperate with the Clearing House and non-defaulting
Clearing Participants in respect of any of the actions that the Clearing House may take pursuant
to Rule 10.02.

[End of Chapter]
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CHAPTER 11
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CHAPTER 11 INSPECTION AND INVESTIGATION

PART A INSPECTION

11.01901 Clearing House’s right to inspection

(1) The Clearing House may conduct an inspection on a Clearing Participant or Registered Person
at any time on any matter in relation to these Rules, the Clearing Participant’s internal policies
and procedures and any other rules and regulations related to its functions as governed under
these Rules.

(23) A Clearing Participant and Relevant Person must:

€) not hinder or obstruct the Clearing House during the inspection; and

(b) give the Clearing House all assistance the Clearing House reasonably requires to
conduct the inspection-; and

(c) provide such information relevant to the inspection and in this regard comply with and
give effect to any directions the Clearing House issues in exercising the powers under
Rule 11.01.

902 Inspection-cost
Deleted-

11.02903 Reporting

Q) The Clearing House will notify the Clearing Participant eercerned-of the findings ef-from the
Clearing House’s inspection.

(2) A Clearing Participant must table the Clearing House’s findings to the Clearing Participant’s
board of directors as soon as possible.
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3) A Clearing Participant must within such time as may be stipulated-specified by the Clearing

House:
€) take corrective measures to address the Clearing House’s findings; and
(b) notify the Clearing House in writing of the Clearing Participant’s board of director’s

decided course of action and corrective measures taken (if any) to address the Clearing
House’s findings.

L ﬁ . .
Deloted

[The rest of this page is intentionally left blank]
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PART B INVESTIGATION
11.03905 Power of investigation
(1) The Clearing House may conduct an investigation on a Clearing Participant or Registered

Person atany-time-on any matter in relation to these Rules, the Clearing Participant’s internal
policies and procedures and any other rules and regulations related to its functions as governed
under these Rules.

(23) A Clearing Participant and Relevant Person must:

€) not hinder or obstruct the Clearing House during the investigation;

(b) give the Clearing House all assistance the Clearing House reasonably requires to
conduct the investigation; and

(c) provide such information relevant to the investigation and in this regard comply and
give effect to any directions the Clearing House issues in exercising the powers under

Rule-905(2)11.03.

S
Deloted

[End of Chapter]
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CHAPTER 129 INSRPECHONINVESHGAHON-ANB-DISCIPLINARY ACTION

PART A DISCIPLINARY POWERS

12.01900 Interpretation

In this Chapter,

“Defaulting Participant” includes a Clearing Participant and-or a Registered Person(s) of the
Clearing Participant who have-has been found to have breached any of the Rules.

“disciplinary proceedings” where the context permits includes appeal proceedings under Rules
920-t0-923Part D.;-and
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S
Deleted-
12.02967 Disciplinary powers

The Clearing House may exercise its disciplinary powers under Part A of this Chapter 12 Rules
907-to-913-against a Defaulting Participant. The Clearing House’s disciplinary powers include
the taking of one or more of the following actions:

€) suspend the Defaulting Participant in accordance with the terms prescribed by the
Clearing House;

(b) strike a Defaulting Participant off the Register of CPs and RPs where the Defaulting
Participant will immediately cease to enjoy the privileges of Participantship;

(c) limit or disallow the access of the Defaulting Participant to any of the services or
facilities of the Clearing House or suspend the Defaulting Participant’s privileges or
activities on such terms and for such period as the Clearing House may in its sole
discretion determine, including in relation to any function that has been outsourced;

(d) impose a fine not exceeding RM1 million on the Defaulting Participant;

(e) reprimand (publicly or privately) the Defaulting Participant;

() impose any restriction or condition in relation to the breach committed or on the
activities that a Defaulting Participant undertakes;

(9) impose one or more conditions for compliance including issuing a direction to take such
steps to remedy or mitigate the breach, other than a direction to make restitution;

(h) direct a Defaulting Participant to take appropriate action against any of the Defaulting
Participant’s employee or agents if such person caused the Defaulting Participant to
commit the breach;

0] mandate education, training or such other types of programme as may be determined
by the Clearing House to be undertaken or implemented by the Defaulting Participant
for its employees;

(k) impose any restriction, prohibition or requirement regarding the disposal, holding or
dealing with any monies or assets of a client by a Defaulting Participant; or

(kh any other action the Clearing House considers appropriate subject to consultation with
the Commission.

12.03908 Procedures
(1) The Clearing House will determine the procedures applicable to any disciplinary proceedings

taken under this Chapter. Such procedures may vary to adapt to the circumstances of any
particular case.

As at 15 August 2019

Chap 12 -3



ANNEXURE 1
RULES OF BURSA MALAYSIA DERIVATIVES CLEARING BHD

(2) The Clearing House is not bound by legal rules of evidence and procedure in any disciplinary
proceedings under this Chapter.

12.04909 Agreed settlement
(1) A Defaulting Participant may, at any time before the Clearing House makes a decision, propose
a settlement of the disciplinary action by agreeing to a set of facts, liability or penalty with the

Clearing House.

(2) The Clearing House may reject, accept or vary the proposed settlement based on terms that
the Clearing House deems fit.

3 Where the Clearing House accepts the proposed settlement, the agreed settlement will be
recorded as a decision of the Clearing House.

(4) If the Clearing House is not agreeable to the proposed settlement, the proceedings under Rules
914-to-916Part B of this Chapter 12 will apply.

12.05910 Request for oral representations

D A Defaulting Participant may request for an oral representation to make submissions or te
procure the attendance of witnesses or legal representation at such oral representation for
proceedings commenced against the Defaulting Participant.

(2) A request under Rule 12.05940(1) must be submitted with:
€)) a Response as provided under Rule 12.10945; or
(b) a Notice of Appeal as provided under Rule 12.15921.

3) The Clearing House may, in its absolute discretion, allow or disallow any request made
pursuant to Rule 12.04910(1), upon such terms and conditions as the Clearing House deems
appropriate.

12.06941 Standard of proof
The Clearing House will not find an allegation proven unless the Clearing House is satisfied
that the allegation is proven on the balance of probabilities.

12.07942 Other rights
The exercise of powers in Rule 12.02967 does not in any way prejudice the other rights of the
Clearing House against a Defaulting Participant or any other person to whom these Rules are

directed.
12.08913 Acts or omissions of a Relevant Person

Where the acts or omissions of a Relevant Person would have been subject to these Rules had
such acts or omissions been committed by the Clearing Participant, then such acts or omissions
are deemed to be committed by that Clearing Participant and disciplinary action may be taken
against it.

[The rest of this page is intentionally left blank]
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PART B DISCIPLINARY PROCEEDINGS

12.09914 Requisite Notice for disciplinary proceedings
The Clearing House will serve on a Defaulting Participant against whom the disciplinary action
is proposed to be taken, a written notice specifying the nature and particulars of the breach the
Defaulting Participant is alleged to have committed (“Requisite Notice”).

12.10915 Responses to Requisite Notice
The Defaulting Participant may submit to the Clearing House a written response to the
Requisite Notice (“Response”) within the time stipulated in the Requisite Notice.

12.11916 Notification of decision
After the conclusion of the disciplinary proceedings, the Clearing House will notify the Defaulting

Participant in writing of the decision including the penalty imposed (if any).

[The rest of this page is intentionally left blank]
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PART C EXPEDITED PROCEEDINGS

12.12917 Scope of expedited proceedings

The Clearing House may initiate expedited proceedings against a Defaulting Participant against
whom disciplinary action is proposed to be taken instead of the proceedings under Rules-914
to-916-Part B of this Chapter 12 in circumstances the Clearing House deems fit, such as in
respect of a breach of these Rules which does not typically attract a penalty beyond:

€) a reprimand; or
(b) a fine of RM 10,000.00; or

(© both the above.

12.13918 Procedure of expedited proceedings

1)

)

The Clearing House will notify the Defaulting Participant in writing that the matter will be
proceeded with by way of expedited proceedings. The notice will specify the breach and penalty
imposed for the breach (“Determination”).

The Defaulting Participant must, within the time specified in the Determination, inform the
Clearing House in writing whether or not the Defaulting Participant agrees with the
Determination.

3) A Defaulting Participant is deemed to have agreed with the Determination if the Defaulting

(43)

(54)

(65)

Participant does not respond within the specified time.

If the Defaulting Participant agrees or is deemed to have agreed with the Determination,
disciplinary action will be recorded as having been taken against the Defaulting Participant on
the date of the Defaulting Participant’s agreement or upon expiry of the specified time.

If the Defaulting Participant agrees or is deemed to have agreed with the Determination, any
fine imposed as a penalty for the breach must be paid:

(a) upon the Defaulting Participant informing the Clearing House in writing of his agreement
with the Determination; or

(b) within the time specified in the Determination;
as the case may be.

If the Defaulting Participant does not agree with the Determination, the matter will proceed
under-Rules-914-t0-916 Part B of this Chapter 12.

(€4] The Defaulting Participant may, within the time specified in the Determination, submit a written

response to the Determination as if the Determination is a Requisite Notice under Rule
12.09914.

(8) In deliberating the matter under-Rules-914-t6-916 Part B of this Chapter 12, the Clearing House

is not bound by the Determination and may impose a higher penalty based on the facts or
evidence presented during the proceedings under-Rules-914-t0-916 Part B of this Chapter 12.
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12.14919 No limitation

Nothing in Rules-917-and-918-Part C of this Chapter 12 prevents the Clearing House from
proceeding with disciplinary proceedings under Rules-914-t6-916-Part B of this Chapter 12 for
any breach of a Rule.

[The rest of this page is intentionally left blank]
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PART D APPEAL

12.15920 Right of appeal

(1) In amplification of Rule 2.05313, any party to the disciplinary proceedings taken under Rules
914-t6-916-Part B of this Chapter 12 and Rule 12.13(6)918(5) who is dissatisfied with a decision
resulting from the disciplinary proceedings may appeal against such decision in the manner
specified in Rule 12.16921 unless the decision was recorded pursuant to an agreed settlement
under Rule 12.04909 (“the Appellant”).

(2) The Clearing House may suspend the enforcement of any action taken under Rule 12.02908
that is the subject of the appeal until the disposal of the appeal.
12.16921 Notice of appeal

The Appellant must, within the time stated in the notification of decision given under Rule
12.11948, give to the Clearing House a notice (“Notice of Appeal”) that:

€) identifies the decision against which the appeal is made; and
(b) sets out the ground(s) of the appeal together with the representations to justify the
ground(s) relied upon.
12.17922 Deliberation of appeal

(1) An Appellant may produce evidence that was not presented at the initial disciplinary
proceedings if:

€) the evidence was not available at the time of the initial disciplinary proceedings; and

(b) the evidence would have been likely to have had a determining influence upon the
decision appealed against.

(2) The Appellant must produce the new evidence as stated in Rule 12.17922(1) when submitting
the Notice of Appeal.

3) The Clearing House may exercise its powers under Rule 11.03905 and produce new evidence
arising from the Notice of Appeal submitted by a Defaulting Participant.

(4) The Clearing House may affirm, vary or set aside the disciplinary action appealed against.

12.18923 Notification of decision on appeal

After the conclusion of an appeal, the Clearing House will notify the Defaulting Participant in
writing of the decision of the appeal and such decision is final.
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PART E EFFECT OF DISCIPLINARY ACTION

12.19924 General effect of disciplinary action

(1) A Defaulting Participant must give effect to a decision made under Rules-914-to-916-Part B of
this Chapter 12 or Rule 12.13918 or a decision affirmed or varied under Rule 12.17922 within
the time stipulated by the Clearing House.

(2) If a Defaulting Participant fails to give effect to or comply with such decision made, affirmed or
varied, the Defaulting Participant is deemed to have committed a breach of these Rules and
the Clearing House may take further action as stated under Rule 12.02907.

12.20925 Period of payment and effect of non-payment of fine

Q) Without prejudice to Rule 12.19924(2), a fine imposed by the Clearing House must be paid by
the Defaulting Participant within the time stipulated in the notice under Rule 12.11916 or Rule
12.18923.

(2) Pursuant to Rule 12.20925(1) and Rule 12.13(5)918(4), a Defaulting Participant who fails to
make payment within the stipulated time frame will be summarily suspended from its functions
and activities.

3) Where the fine remains unpaid 7 days after the suspension under Rule 12.20925(2), the
Clearing House may at any time thereafter summarily terminate the Defaulting Participant’s
Participantship or registration, as the case may be, with the Clearing House-by-netice-ef-wiriting.

4) A fine or any portion of a fine remaining unpaid by a Defaulting Participant is a debt owing by
the Defaulting Participant to the Clearing House.

12.21926 Effect of suspension or termination

D A suspension imposed by the Clearing House upon the Defaulting Participant:

(a) takes effect on the date notified in the notice under Rule 12.11916 or Rule 12.18923
(“the said notice”); and

(b) remains for such period as specified in the said notice but the period may be extended
by the Clearing House for such period as it considers appropriate.

(2) Nothing in this Rule 12.21926 is to be construed as releasing or discharging such Defaulting
Participant from remaining liable in all respects to fulfill all its obligations pursuant to or under
these Rules.

3) Any Defaulting Participant who has been suspended or terminated shall be subject to Rule
10.0110664%, wherever appropriate.
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[End of Chapter]

As at 15 August 2019

Chap 12 - 11



ANNEXURE 1
RULES OF BURSA MALAYSIA DERIVATIVES CLEARING BHD

Schedule 1
Computation of Net Tangible Assets vnrderrule 217

For the purpose of calculating Net Tangible Assets:

a)
b)

c)

all futures and option contracts must be marked to their current market value;

all unrealised profits and losses on all futures, options, forward and fixed price commitment
contracts must be treated as realised profits and losses; and

unless otherwise specifically stated, the value ascribed to all other assets and liabilities must
be their current market value.

Net Tangible Assets are:

Tangible Assets

less

Total Liabilities

Tangible Assets

Tangible Assets are cash and other assets which are commonly identified in accordance
with generally accepted accounting principles prevailing from time to time as being current
and non-current assets,

but must exclude:

a) all amounts owing to the Clearing Participant by its Related Corporations except
receivables due in the ordinary course of business from a financial institution

licensed by Central BankBank-Negara;

b) shares held in a Related Corporation unless otherwise approved by the Clearing
House; and
C) intangible assets.

Total Liabilities

Total Liabilities are those liabilities that are commonly identified in accordance with generally
accepted accounting principles prevailing from time to time as being short term and long
term liabilities or such other liabilities as may from time to time be determined by the Clearing
House.

Related Corporation
For the purposes of this schedule, a Related Corporation is any corporation:

a) in which the Clearing Participant owns or effectively controls 20% or more of the
issued share capital;

b) which owns or effectively controls 20% or more of the issued share capital of the
Clearing Participant;

c) which effectively directs or has the ability to directly or indirectly influence the
management policies of the Clearing Participant;

Schedule 1 -01
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d) of which management policies the Clearing Participant effectively directs or has the
ability to directly or indirectly influence;

e) where one party holds or effectively controls 20% or more of the issued share capital
of that corporation and simultaneously holds or effectively controls 20% or more of
the issued share capital of the Clearing Participant.
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Schedule 2

Computation of Adjusted Net Capital underrule 218

For the purpose of calculating Adjusted Net Capital:

a) all futures and option contracts must be marked to their current market value;

b) all unrealised profits and losses on all futures, options, forward and fixed price commitment
contracts must be treated as realised profits and losses; and

C) unless otherwise specifically stated, the value ascribed to all other assets and liabilities must
be their current market value.

Adjusted Net Capital is:

Permitted Assets

Less

Additional Deductions

Less

Total Liabilities

1. Permitted Assets

Permitted Assets are cash and other assets which are commonly identified in accordance
with generally accepted accounting principles prevailing frem-time-to-time-as being current
assets and are realiseable for cash or collectible within 10 business days from the
computation date, but must exclude:

a) all prepaid expenses and deferred charges;
b) all advances, loans and other receivables which are not secured except:

i) brokerage, fees and commissions which have not been outstanding for
longer than 10 business days from the due date;

ii) all dividends which have not been outstanding for longer than 10 business
days from the payable date;

iii) receivables from the Clearing House but not including any asset lodged with
the Clearing House in respect of contributions to the Clearing Fund or as
Security Deposits;

iv) receivables from an Exchange;

V) receivables due in the ordinary course of business from a financial institution
licensed by Central BankBank-Negara including interest due to be paid on
the next business day but excluding any other accrued interest;

vi) receivables, other than fees, commissions and brokerage, from other
Affiliates of the Clearing House;

Vi) receivables from another clearing house approved by the Clearing House;

As at 15 August 2019
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<)

d)

f)

9)
h)

)

viii) receivables resulting from the sale of inventories commonly associated with
the business activities of the Clearing Participant, which in the opinion of the
Clearing Participant’s auditors, are good for collection; and

iX) such other amounts as may be determined by the Clearing House-frem-time
to-time;

any asset the possession, or control over the disposal, of which has been given to
a financial institution as security for any credit facility provided by the financial
institution to the Clearing Participant or as security for an irrevocable letter of credit,
bank guarantee or surety or any other line of credit provided by that financial
institution to the Clearing House, an exchange, another clearing house or to any
other person;

shares held in a Related CompanyCerperatien-_unless otherwise approved by the
Clearing House;

all advances or loans to any director or employee of the Clearing Participant or any
third party;

all amounts owed to the Clearing Participant by its Related CompanyCerperations
other than amounts falling within the description in subparagraph (b)(v);

all intangible assets;

all exchange participantships and participantships of clearing houses;

all securities except:

i) Malaysian government securities;

ii) bills, notes and debentures traded in the money market;

iii) medium to long-term bills, notes and debentures issued by financial
institutions licensed by Bank-Negara-MalaysiaCentral Bank for which there
are readily ascertained market prices;

iv) securities listed on a stock exchange approved by the Clearing House;

V) such other securities as may be approved by the Clearing House-from-time
et

such other items as may be determined by the Clearing House-from-time-to-time.

2. Total Liabilities

Total Liabilities are those liabilities which are commonly identified in accordance with
generally accepted accounting principles prevailing from time to time as being short term
and long term liabilities but exclude:

a)

liabilities under a subordinated loan agreement_ which fulfils the minimum criteria as
determined by the Exchange,:

up to a maximum amount of feur4 times the shareholders’ funds of the Clearing
Participant;
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b)

c)

long term liabilities owed to a financial institution under a commercial loan secured
by a fixed charge over real property or motor vehicles owned by the Clearing
Participant and applied for use in the normal course of the business of the Clearing
Participant, up to an amount equal to the lower of net book value or 80% of the
market value of the real property or motor vehicles;

such other liabilities as may from time to time be determined by the Clearing House.

3. Additional Deductions

The Clearing House may prescribe as an Additional Deduction an amount, in relation to
each of the following categories of Permitted Assets, expressed as a percentage of the value
of the relevant Permitted Asset, or in relation to other matters, from which the total value of
Permitted Assets is to be deducted:

a) Malaysian government securities;

b) readily marketable Malaysian securities listed on a stock exchange approved by the
Clearing House;

c) such other securities that may be approved by the Clearing House from time to time;

d) receivables due in the ordinary course of business from a financial institution
licensed by Bank-NegaraCentral Bank;

e) receivables from other Affiliates of the Clearing House or another clearing house
approved by the Clearing House or that approved clearing house’s Clearing
Participants;

f) amounts due from clients in respect of margin where such amounts are outstanding
not less than two business days as at the computation date;

Q) brokerage, fees and commissions, which are not secured, due from clients;

h) the Performance Bond requirement on open contracts in the proprietary account of
a Clearing Participant which are not bona fide hedged contracts;

i) receivables, which are not secured, due from exchanges and clearing houses
other than an Exchange or the Clearing House;

)] the net debit balance arising from the marking-to-market or interim settlement of
outstanding futures and/or option contracts held by clients as at the close of
business on the computation date;

k) inventories which are hedged in any market or association;

) inventories which are not hedged by any hedging position in any market or
association;

m) such other assets or amounts as may be determined by the Clearing House from
time to time.

4, Related CerperaticrCompany

For the purposes of this schedule, a Related Company Cerperation-is any corporation:

a)

in which the Clearing Participant owns or effectively controls 20% or more of the
issued share capital;
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b) which owns or effectively controls 20% or more of the issued share capital of the
Clearing Participant;

C) which effectively directs or has the ability to directly or indirectly influence the
management policies of the Clearing Participant;

d) of which management policies the Clearing Participant effectively directs or has the
ability to directly or indirectly influence;

e) where one party holds or effectively controls 20% or more of the issued share capital
of that corporation and simultaneously holds or effectively controls 20% or more of
the issued share capital of the Clearing Participant.

5. Secured

For the purposes of this schedule, except in subparagraph 2(b), a loan or other form of
receivable is considered to be secured if and only if:

a) collateral of the type approved by the Clearing House has been given to the Clearing
Participant as security for that loan or receivable and is at least of such value
approved by the Clearing House;

b) the collateral is in the possession or control of the Clearing Participant; and

c) the Clearing Participant has a legally enforceable written security agreement
executed by the debtor in its favour under which the Clearing Participant has the
power to readily sell or otherwise convert the collateral into cash in the event of the
receivable being placed in jeopardy.

6. Securities
For the purposes of this schedule, the term “securities” means debentures, stocks and
shares in a public company or corporation, or bonds of any government or of any body,
corporate or unincorporate, and includes any option in respect thereof and any interest in
unit trust schemes.

7. Unit trust scheme
For the purposes of this schedule, the term “unit trust scheme” means any arrangement
made for the purpose, or having the effect, of providing facilities for the participation by
persons as beneficiaries under a trust in profits or income arising from the acquisition,
holding, management or disposal of securities or any other property.

8. Computation date

For the purposes of this schedule, the term “computation date” means any day on which the
Adjusted Net Capital of a Clearing Participant is computed.

9. Subordinated Loan Agreement

For the purposes of this schedule, a “subordinated loan agreement” must fulfil the following

criteria:
a) the Clearing House is notified of the subordinated loan agreement;
b) the repayment (including prepayment) of the whole or part of the loan must be made

with the Clearing House’s prior written approval;
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C)

has at least 1 year remaining period;

d)

the subordinated creditor will not claim or receive from the Clearing Participant, by

e)

set-off or in any other manner, any subordinated debt unless and until all other debts
of the Clearing Participant not being subordinated debts has been paid or except
with the prior written approval of the Clearing House;

in_the event of a dissolution, winding-up, liquidation or re-organisation of the

f)

Clearing Participant, the creditors of the Clearing Participant other than the creditor
of the subordinated debt has the prior right to receive payment in full of the other
creditors’ debts before the subordinated creditor receives any payment in respect
of the subordinated debts;

if despite paragraph 9, the subordinated creditor of the subordinated debt receives

s)

any distribution _in_respect of the subordinated debts, the creditor will pay such
distribution over to the other creditors of the Clearing Participant. This payment will
be made rateably against the other creditors’ debt until the other creditors’ debts
are paid in full; and

the Clearing PatticipantHouse reserves the right to suspend repayment of the loan

at maturity date if it is of the opinion that the Clearing Participant fails to meet the
minimum financial requirements as stated in Chapter 3 of these Rules.
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