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CAPITAL MARKETS AND SERVICES ACT 2007
(Act 671)
An Act to consolidate the Securities Industry Act 1983 [Act 280] and Futures

Industry Act 1993 [Act 499], to regulate and to provide for matters relating to the activities,
markets and intermediaries in the capital markets, and for matters consequential and

incidental thereto.

ENACTED by the Parliament of Malaysia as follows:

PART |
PRELIMINARY

Short title, commencement and application
1. (1)  This Act may be cited as the Capital Markets and Services Act 2007.

(2)  This Act comes into operation on a date to be appointed by the Minister by
notification in the Gazette, and the Minister may appoint different dates for the
coming into operation of-

(@  different provisions of this Act; or

(b)  all or different provisions of this Act in respect of different classes or
categories of persons, securities or futures contracts.

Interpretation
2. (1) Inthis Act, unless the context otherwise requires—

“accounting records”, in relation to a corporation, includes invoices, receipts,
orders for payment of money, bills of exchange, cheques, promissory notes,
vouchers and other documents of prime entry and also includes such working
papers and other documents as are necessary to explain the methods and
calculations by which accounts are made up and howsoever compiled, recorded
or stored;

“adjustment agreement” means one of two or more standardised agreements
the effect of which-

(@)  aparticular person will either be under an obligation to pay, or will have a
right to receive, an amount of money depending on a state of affairs existing
at a particular future time including, without prejudice to the generality of



the foregoing, 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; and

(b)  the amount of money will be calculated in a particular manner by reference
to that state of affairs,

whether or not the agreement is capable of being varied or discharged before
that future time;

“advising on corporate finance” has the same meaning as in Part 2 of
Schedule 2;

“affiliate”, in relation to a futures exchange or a clearing house of a futures
exchange, means any person, however described, who is a party to a subsisting
contract with the futures exchange or clearing house of a futures exchange, as
the case may be, under which the person agrees to be bound by its rules;

“approved clearing house” means a clearing house that has been approved under
section 38;

“assets”, in relation to a holder of a Capital Markets Services Licence, means all
the assets of the holder, whether or not used in connection with the carrying on
of the regulated activity by the holder;

"associated person” shall be construed as provided in section 3;

“auditor” means an approved company auditor within the meaning of the
Companies Act 1965 [Act 125];

“Bank Negara” means the Central Bank of Malaysia established under the Central
Bank of Malaysia Act 1958 [Act 5719];

“board”, in relation to a corporation, means the board of directors or other
governing authority of the corporation;

“books” include-
(a) a register,
(b)  any other record of information;

(c) accounts or accounting records, however compiled, recorded or stored,;
and

(d)  adocument;

“borrower”, in relation to a debenture, means the corporation that is or will be
liable to repay money under the debenture;



“Capital Markets Services Licence” means a licence that is granted or renewed
under section 61;

“Capital Markets Services Representative’s Licence” means a licence that is granted
or renewed under section 61;

“central depository” means a central depository which has been approved by the
Minister under subsection 5(1) of the Securities Industry (Central Depositories)
Act 1991 [Act 453]-

(@)  to establish and operate a system for the central handling of securities,
whether or not listed on any stock exchange—

(i) whereby all such securities are deposited with and held in custody
by, or registered in the name of, the company or its nominee
company for the depositors and dealings in respect of these securities
are effected by means of entries in securities accounts without the
physical delivery of scrips; or

(i) which permits or facilitates the settlement of securities transactions
or dealings in securities without the physical delivery of scrips; and

(b)  to provide other facilities and services incidental thereto;

“Chairman” means the Chairman of the Commission appointed under paragraph
4(1)(a) of the Securities Commission Act 1993 [Act 498];

“chief executive”, in relation to a corporation, means the principal executive officer
of the corporation for the time being, by whatever name called, and whether or
not he is a director;
“clearing facilities" means—
(a) a facility for the clearing or settlement of-

(i) transactions in securities traded on a stock exchange; or

(i) futures contracts traded on a futures market;

(b)  a facility for the guarantee of settlement of transactions referred to in
paragraph (a); or

(c)  such other clearing or settlement facility or class of clearing or settlement
facilities as the Commission with the approval of the Minister may
allow;

“clearing house” means a person whose activities or objects include the provision
of clearing facilities;

“client”, in relation to a holder of a Capital Markets Services Licence, means—



(@)  apersononwhose behalf the holder carries on or will carry on any regulated
activity; or

(b)  any other person with whom the holder, as principal, enters or will enter
into transactions—

(i) for purposes of dealing in securities; or

(i) for purposes of trading in futures contracts,
but does not include such person or class of persons as may be prescribed,;
“close out”, in relation to a futures contract, means to discharge the obligations
of a person in the long position or short position under a futures contract and
shall include the discharge of these obligations as a result of the matching up of
the futures contract with a futures contract of the same kind under which the
person has assumed an offsetting short position or offsetting long position, as

the case may be;

“Commission” means the Securities Commission established under the Securities
Commission Act 1993;

“company” has the meaning assigned to it in the Companies Act 1965;

“constitution”, in relation to a company, means the memorandum of association
and articles of association of the company;

“contract note” means the document issued by a holder of a Capital Markets
Services Licence as prescribed by the Minister under section 90;

“corporation” means any body corporate formed or incorporated or existing within
or outside Malaysia and includes any foreign company but does not include—

(@)  any body corporate that is incorporated within Malaysia and is, by notice
of the Minister charged with the responsibility for companies published
in the Gazette, declared to be a public authority or an instrumentality
or agency of the Government of Malaysia or of any State or to be a
body corporate which is not incorporated for commercial purposes;

(b)  any corporation sole;

(c)  any society registered under any written law relating to co-operative
societies; or

(d)  any trade union registered under any written law as a trade union;
“dealing in securities” has the same meaning as in Part 2 of Schedule 2;

“debenture” includes debenture stock, bonds, notes and any other evidence of
indebtedness of a corporation for borrowed monies, whether or not constituting



a charge on the assets of the corporation, but shall not be construed as applying
to any of the following:

@

(b)

©
(d)

(e)

()

any instrument acknowledging or creating indebtedness for, or for money
borrowed to defray the consideration payable under, a contract for sale or
supply of goods, property or services or any contract of hire in the ordinary
course of business;

a cheque, banker's draft or any other bill of exchange or a letter of
credit;

a banknote, guarantee or an insurance policy;

a statement, passbook or other document showing any balance in a current,
deposit or savings account;

any agreement for a loan where the lender and borrower are signatories
to the agreement and where the lending of money is in the ordinary course
of business of the lender, and any promissory note issued under the terms
of such an agreement; or

any instrument or product or class of instruments or products as the
Minister may, on the recommendation of the Commission, prescribed by
order published in the Gazette,

“depository participant” means a person to whom the provisions of section 9
of the Securities Industry (Central Depositories) Act 1991 applies;

“Deputy Chief Executive” means the Deputy Chief Executive appointed under
paragraph 4(1)(@a) of the Securities Commission Act 1993,

“director” has the meaning assigned to it in the Companies Act 1965, includes a
reference to—

@)

(b)

©
(d)

a person occupying or acting in the position of director of a corporation,
by whatever name called and whether or not validly appointed to occupy,
or duly authorised to act in, the position;

a person in accordance with whose directions or instructions the
directors of a corporation are accustomed to act;

an alternate or substitute director; or

in the case of a corporation formed or incorporated or existing outside
Malaysia—

(i) a member of the corporation’s board of directors or governing body;

(i) a person occupying or acting in the position of a member of the
corporation’s board, by whatever name called and whether or not



validly appointed to occupy, or duly authorised to act in the position;
or

(i) a person in accordance with whose directions or instructions the
members of the corporation’s board are accustomed to act;

“document” has the meaning assigned to it in the Evidence Act 1950 [Act 56];

“eligible delivery agreement” means an agreement that is one of two or more
standardised agreements the effect of which is that a person is under an obligation
to make or accept delivery at a particular future time of a particular quantity of a
particular instrument—

(@)  for a particular price; or
(b)  for a price to be calculated in a particular manner,
whether or not—
(i) the subject matter of the agreement is in existence; or

(i)  the agreement is capable of being varied or discharged before that
future time,

and in respect of which it appears likely at the relevant time, having regard to all
relevant circumstances, that—

(A)  the obligation of the person in the short position to make delivery will be
discharged except by the person making the delivery;

(B)  the obligation of the person in the long position to accept delivery will be
discharged except by the person accepting the delivery; or

(C)  the person in the short position or long position will assume an offsetting
long position or offsetting short position, as the case may be, under another
agreement of the same kind;

“eligible exchange-traded option” means a contract that is entered into on a
futures market of a futures exchange under which a party acquires from another
party an option or right, exercisable at or before a stated time—

(@)  to buy from, or to sell to, that other party a stated quantity of a named
instrument at a price stated in, or to be determined in accordance with,
the contract; or

(b)  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;



“exchange holding company” means a body corporate that is the holding company
of any body corporate approved as a stock exchange, futures exchange, central
depository or approved as a clearing house and that has been approved as an
exchange holding company under section 15;

“exempt futures market” means a futures market which is declared to be an
exempt futures market under paragraph 7(3)(@);

“exempt stock market” means a stock market which is declared to be an exempt
stock market under paragraph 7(3)(a);

“financial planning” has the same meaning as in Part 2 of Schedule 2;
“fund management” has the same meaning as in Part 2 of Schedule 2;
“futures contract” means—

(@)  anagreementthatis, or has at any time been, an eligible delivery agreement
or adjustment agreement;

(b)  a futures option;
(c)  an eligible exchange-traded option; or

(d)  any other agreement, or any other agreement in a class of agreements,
prescribed to be futures contracts under section 5,

but does not include an agreement—
(A)  which is—
(i) a currency swap;
(i) an interest rate swap;
(i) aforward exchange rate contract; or
(iv)  a forward interest rate contract,
authorised by Bank Negara and to which a licensed institution is a party;

(B)  which, when entered into, is in a class of agreements prescribed not to be
futures contracts; or

(C)  which is prescribed to be an agreement that is not to be traded on a
futures market;

“futures exchange” means any body corporate in relation to which an approval
under subsection 8(2) is in force;



“futures market” means a market or other place at which, or a facility by means
of which, futures contracts are regularly traded,;

“futures option” means an option or right to assume, at a stated price or value
and within a stated period, a long position or a short position, in relation to a

futures contract;

“futures report” means an analysis or report that contains recommendations
about trading in futures contracts;

“guarantor”, in relation to a debenture, means a person who guarantees or
has agreed to guarantee the repayment of any money secured or payable under
the debenture;

“holding company” has the meaning assigned to it in sections 5 and 5A of the
Companies Act 1965;

“information service” means—
(@)  a broadcasting service;

(b) an interactive or broadcast videotext or teletext service or other similar
service;

(c)  an online database service or other similar service; or

(d)  any other service as may be prescribed by the Commission,

but does not include bond pricing facilities;

“instrument”, in relation to futures contracts, means—

(@) anything that is capable of delivery under an agreement for its
delivery, including a commodity, or a document creating or evidencing a

thing in action; or

(b)  any other thing that is prescribed to be an instrument for the purposes
of this Act;

“investment advice” has the same meaning as in Part 2 of Schedule 2;

“Islamic bank” means a bank licensed under the Islamic Banking Act 1983
[Act 276];

“issue” means—

(@  in relation to securities, to bring or cause to be brought into existence
those securities; and



(b)  inrelation to a notice, prospectus or other document, to circulate, distribute
or disseminate such notice, prospectus or document;

“issuer” means—

(@) in the case of shares or debentures, the corporation whose shares or
debentures are being issued, offered for subscription or purchase or in
respect of which an invitation to subscribe or purchase has been made;

(b)  inthe case of units of a unit trust scheme or prescribed investment scheme,
the management company; and

(c)  in the case of any other securities, the person making available, issuing,
offering for subscription or purchase, or making an invitation to subscribe
for or purchase, such securities;

“licence” means a Capital Markets Services Licence or a Capital Markets Services
Representative’s Licence granted or renewed under section 61;

“licensed bank” means a bank licensed under the Banking and Financial Institutions
Act 1989 [Act 372];

“licensed institution” has the meaning assigned to it in the Banking and Financial
Institutions Act 1989;

“licensed merchant bank” has the meaning assigned to it in the Banking and
Financial Institutions Act 1989;

“licensed person” means a person holding a Capital Markets Services Licence
and includes a person holding a Capital Markets Services Representative’s
Licence;

“listed”, in relation to a security or a corporation, as the case may be, means
such security or corporation whose securities or any class of its securities having
gained admission to be quoted on a stock market of a stock exchange;

“listed corporation” means a corporation whose securities or any class of its
securities have gained admission to be quoted on a stock market of a stock
exchange;

“listing requirements”, in relation to a body corporate which establishes or
operates, or proposes to establish or operate, a stock market of a stock exchange,
means the rules governing or relating to—

(@)  the admission to the official list of any body corporate, government,
unincorporated body or any other person for the purpose of the quotation
on the stock market, securities issued or made available by a body corporate,
government, unincorporated body or any other person or the removal
from that official list and for other purposes; or
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(b)  the activities or conduct of any body corporate, government,
unincorporated body and any other person who are admitted to that list,

whether those rules—

(A)  are made by the body corporate or are contained in any of the constituent
documents of the body corporate; or

(B)  are made by another person and adopted by the body corporate;
“long position”,—

(@)  in relation to an eligible delivery agreement, or in relation to a futures
contract that is an eligible delivery agreement, means the position of a
person who, because of the agreement, is under an obligation to accept
delivery in accordance with the agreement;

(b)  in relation to a futures contract that is an adjustment agreement, means
the position of a person who, because of the agreement-

(i) will, if the value or worth of the agreement (as determined in
accordance with the agreement) as at a particular future time is
less, by a particular amount, than the value or worth of the
agreement (as so determined) as at a particular earlier time, be under
an obligation to pay that amount; and

(i) will, if the value or worth of the agreement (as so determined) as at
a particular future time is greater, by a particular amount, than the
value or worth of the agreement (as so determined) as at a particular
earlier time, have a right to receive that amount; or

(c)  inany other case, has such meaning as may be prescribed;

“management company” means a company by which or on whose behalf a
unit of a unit trust scheme or prescribed investment scheme—

(@  hasbeen oris proposed to be issued or offered for subscription or purchase;
or

(b)  inrespect of which an invitation to subscribe or purchase has been made,

and includes any person for the time being exercising the functions of the
management company;

“Minister” means the Minister for the time being charged with the responsibility
for finance;

"“officer”, in relation to-

(@) the Commission, has the meaning assigned to it in the Securities
Commission Act 1993;



(b)  a corporation, includes—
(i) any director, secretary or employee of the corporation;
(i) areceiver and manager, appointed under a power contained in any
instrument, of any part of the undertaking or property of the

corporation; and

(i) any liquidator of a corporation appointed in a voluntary winding
up,

but does not include—

(A)  any receiver who is not also a manager,

(B)  any receiver and manager appointed by the court; or

(C)  any liquidator appointed by the court or by the creditors;

“official list”, in relation to a stock market of a stock exchange, means a list
specifying all securities which have been admitted for quotation on the stock
market of the stock exchange;

“participant” means—

(@)  aperson who may participate in one or more of the services provided by a
stock exchange or futures exchange; or

(b)  a person who, under the rules of an approved clearing house, may
participate in one or more of the services provided by the approved clearing
house;

“participating organisation” means any person who carries on the business of

dealing in securities and is recognised as a participating organisation by the rules

of the stock exchange;

“party”, in relation to a proposed or discharged agreement, means a person who
would be a party to the agreement if it were in effect;

“premises” means any place (whether enclosed or built on or not) and in particular,
includes—

(a) a building, aircraft, vehicle or vessel;
(b)  any structure, whether fixed or movable; and

(c)  a part of premises (including a part of premises of a kind referred to in
paragraph (a) or (b)),

“prescribed” means prescribed by the Minister under this Act or any regulations
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made under this Act, and where no mode is mentioned means prescribed by
order published in the Gazette, and a power to prescribe includes the power to
prescribe differently for different persons, securities, futures contracts or
transactions, or different classes, categories or descriptions of persons, securities,
futures contract or transactions;

“prescribed investment” means an interest as defined under subsection 84(1) of
the Companies Act 1965 that has been exempted under section 96 of the
Companies Act 1965 and in respect of which the Minister has made a prescription
under section 5;

“prescribed investment scheme” means an undertaking, scheme, enterprise,
contract or arrangement in relation to a prescribed investment;

“public interest directors”, in relation to a stock exchange, futures exchange or
an exchange holding company, means persons who are appointed by the Minister
under section 10;

“record” includes information stored or recorded by means of a computer,
electronic or digital medium or any other means of recording or storage;

“registered person” means a person registered under section76;

“Registrar” means the Registrar of Companies under the Companies Act 1965
and includes any Regional Registrar, Deputy or Assistant Registrar of Companies;

“regulated activity” means any of the types of regulated activities specified in
Part 1 of Schedule 2;

“related corporation”, in relation to a corporation, means a corporation that is

related to the first-mentioned corporation by virtue of section 6 of the Companies

Act 1965;

“relevant circumstances”, in relation to an eligible delivery agreement, includes—

(@)  the provisions of any agreement;

(b)  the rules and practices of any market; and

(c)  the manner in which the respective obligations of persons in short positions
and persons in long positions under agreements of the same kind as the

agreement concerned are generally discharged,

but does not include the respective intentions of the person in the short position
and the person in the long position under the agreement concerned;

“relevant time”, in relation to an eligible delivery agreement, means the time—

(@)  when the agreement concerned is entered into; or



(b)

if the agreement concerned is not a delivery agreement at the time when
it is entered into, becomes a delivery agreement;

“representative” means a person, by whatever name called, in the direct
employment of, or acting for, or by arrangement with, a person who carries on
business in any regulated activity, who carries out for that person any such regulated
activity (other than work ordinarily performed by accountants, clerks or cashiers),
whether or not he is remunerated, and whether his remuneration, if any, is by
way of salary, wages, commission or otherwise;

“rules”, in relation to—

@

(b)

a stock exchange, means the memorandum of association and the
articles of association, or the rules or directions, by whatever name
called and wherever contained, governing the membership, management,
operations or procedures of the stock exchange, or the conduct of its
participating organisations and, without limiting the generality of the
foregoing, includes—

(i) rules contained in the memorandum of association and the articles
of association or other constituent document of the stock exchange;

(i) rules and procedures governing the quotation of securities on the
stock market of the stock exchange and listing requirements;

(i) rules to ensure compliance by participating organisations of any
obligations imposed by this Act or any other written law; and

(iv)  rulesinrespect of such other matters as may be necessary or desirable
for the proper and efficient operation and management of the stock
exchange, including rules specifying fees and charges;

an approved clearing house, means the memorandum of association and
the articles of association, or the rules or directions, by whatever name
called and wherever contained, governing the membership, management,
operations or procedures of the approved clearing house and, without
limiting the generality of the foregoing, includes rules and directions relating
to—-

(i) the provision of clearing and settlement services, and the suspension
or withdrawal of such services;

(i) the provision of services other than the services referred to in
subparagraph (i);

(i) the persons who may participate in one or more of the services
referred to in subparagraph (i) or (ii);

(iv)  the specification of fees and charges; and
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(v) the default rules;

(c)  acentral depository, has the meaning assigned to it in the Securities Industry
(Central Depositories) Act 1991;

(d)  afutures exchange, means the memorandum of association and the articles
of association, or the rules or directions, by whatever name called and
wherever contained, governing the membership, management, operations
or procedures of the futures exchange or the conduct of its affiliates;

(e)  an exchange holding company, means the memorandum of association
and articles of association, including the rules regulating the activities and
conduct of the company in its capacity as an exchange holding company;
and

(f) a recognised self-regulatory organisation, means the memorandum of
association and the articles of association of a recognised self-regulatory
organisation, or the rules or directions, by whatever name called and
wherever contained, governing the membership, management, operations
or procedures of a recognised self-regulatory organisation or the conduct
of the members of the recognised self-regulatory organisation;

“securities” means—

(@)  debentures, stocks or bonds issued or proposed to be issued by any
government;

(b)  shares in or debentures of, a body corporate or an unincorporated body;
or

(c) unit trusts or prescribed investments,

and includes any right, option or interest in respect thereof, but does not include
futures contracts;

“securities laws” has the meaning assigned to it in the Securities Commission Act
1993,

“self-regulatory organisation” means an organisation that is recognised by the
Commission pursuant to section 323;

“settlement”, in relation to a market contract, means the discharge of the rights
and liabilities of the parties to the market contract whether by performance,
compromise or otherwise; and includes partial settlement effected in accordance
with the rules of an approved clearing house;

“short position”—

(@)  in relation to an eligible delivery agreement, or in relation to a futures
contract that is an eligible delivery agreement, means the position of a



person who, because of the agreement, is under an obligation to make
delivery in accordance with the agreement;

(b)  in relation to a futures contract that is an adjustment agreement, means
the position of a person who, because of the agreement—

(i) will, if the value or worth of the agreement (as determined in
accordance with the agreement) as at a particular future time is
greater, by a particular amount than the value or worth of the
agreement (as so determined) as at a particular earlier time, be under
an obligation to pay that amount; and

(i) will, if the value or worth of the agreement (as so determined) as at
a particular future time is less by a particular amount than the value
or worth of the agreement (as so determined) as at a particular
earlier time, have a right to receive that amount; or

(c) in any other case, has such meaning as may be prescribed;

“Specified Exchange” means a person or body that operates a futures market
outside Malaysia and is specified as a Specified Exchange under section 105;

“specified person” means a person or classes of person specified in Schedule 3;

“specify”, where no mode is mentioned, means specify in writing, and a power
to specify includes the power to specify differently for different persons, securities,
futures contracts or transactions, or different classes, categories or descriptions
of persons, securities, futures contracts or transactions;

“stock exchange” means any body corporate in relation to which an approval
under subsection 8(2) is in force;

“stock market” means a market or other place at which, or a facility by means of
which-

(@)  offers to sell, purchases or exchanges of securities are regularly made or
accepted,

(b)  offers or invitations that are intended, or may reasonably be expected, to
result, whether directly or indirectly, in the making or acceptance of offers
to sell, purchase or exchange securities, are regularly made; or

(c) information concerning the prices at which or the consideration for which,
particular persons, or particular classes of persons, propose, or may
reasonably be expected to sell, purchase or exchange securities is regularly
provided;

“subsidiary” has the meaning assigned to it in section 5 of the Companies Act
1965,
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“trading in futures contracts” has the same meaning as in Part 2 of Schedule 2;
“trust account” means a trust account referred to in section 111 or 122;

“unit”, in relation to a unit trust scheme or prescribed investment scheme, means
any right or interest therein by whatever name called and includes any subunit
thereof;

“unit holder” means the unit holder of a unit trust scheme or prescribed investment
scheme, as the case may be;

“unit trust scheme” means any arrangement made for the purpose, or having
the effect, of providing facilities for the participation of persons as beneficiaries
under a trust in profits or income arising from the acquisition, holding,
management or disposal of-

(@)  securities;

(b)  futures contracts; or

(c)  any other property;

“unlisted recreational club” means a corporation which provides the holders of
its shares or debentures the right to use or enjoy any recreational, holiday or
other related facilities and whose shares or debentures are not listed or proposed
to be listed for quotation on any stock market of a stock exchange;

“value”, in relation to an asset, includes amount;

“voting shares” has the meaning assigned to it in section 4 of the Companies Act
1965.

Any reference in this Act to “this Act” or “securities law"” shall, unless otherwise
expressly stated, include a reference to any regulations, rules, order, notification
or other subsidiary legislation made under this Act or securities law, as the case
may be.

Associated person

3.
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A reference in this Act to a person associated with another person shall be
construed as a reference to—

(@)  thespouse, or any minor child (natural or adopted) or minor step child, of
the person;

(b)  any employee or partner of the person;

(c)  another person in accordance with whose directions or instructions the
person is accustomed or obliged to act;



(d)

(e)

()

where the other person is a body corporate—

(i) a director or secretary of the body corporate;

(i)  abody corporate that is related to the other person; or
(i) a director or secretary of such a related body corporate;

where the matter to which the reference relates is the extent of a power
to exercise, or to control the exercise of, the voting power attached
to voting shares in a body corporate, a person with whom the other
person has, or proposes to enter into, an agreement, arrangement,
understanding or undertaking, whether formal or informal and whether
express or implied—

(i) by reason of which either of those persons may exercise, directly
or indirectly control the exercise of, or substantially influence the
exercise of, any voting power attached to a share in the body
corporate;

(i) with a view to controlling or influencing the composition of the
board of directors, or the conduct of affairs, of the body corporate;
or

(i)  under which either of those persons may acquire from the
other of them shares in the body corporate or may be required
to dispose of such shares in accordance with the directions of the
other of them;

where the matter to which the reference relates is a matter other than the
extent of a power to exercise, or to control the exercise of, the voting
power attached to voting shares in a body corporate—

(i) a corporation in partnership with which the other person carries on
a business of trading in futures contracts;

(i) subject to subsection (2), a person who is a partner of the other
person, otherwise than as a result of him dealing in securities or
trading in futures contracts in partnership with the other person;

(i) atrustee of a trust in relation to which the other person benefits or
is capable of benefiting otherwise than by reason of transactions
entered into in the ordinary course of business in connection with
the lending of money;

(iv)  a person who is a director of a body corporate that carries on a
business of dealing in securities or trading in futures contracts and
of which the other person is also a director; or

(v) subject to subsection (2), a person who is a director of a body
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corporate of which the other person is a director, not being a body
corporate that carries on a business of dealing in securities or trading
in futures contracts;

()  aperson with whom the other person is, by virtue of any regulation that
may be introduced, to be regarded as associated in respect of the matter
to which the reference relates;

(h)  aperson with whom the other person is, or proposes to become, associated,
whether formally or informally, in any other way in respect of the matter
to which the reference relates; or

(i) where the other person has entered into, or proposes to enter into, a
transaction, or has done, or proposes to do, any other act or thing, with a
view to becoming associated with a person as mentioned in any of the
preceding paragraphs, that last mentioned person.

Where, in proceedings under this Act, it is alleged that a person referred to in
subparagraph (1)(f)ii) or (v) was associated with another person at a particular
time, that person shall be deemed not to have been so associated in relation to a
matter to which the proceedings relate unless the person alleging the association
proves that the first-mentioned person at that time knew or ought reasonably to
have known the material particulars of that matter.

A person shall not be taken to be associated with another person by virtue of
paragraph (1)(e), (g) or (h) by reason only that one of those persons furnishes advice
to, or acts on behalf of, the other person in a professional capacity.

Interest in securities

18

Where any property held in trust consists of or includes securities in which a
person knows or has reasonable grounds for believing that he has an interest, he
shall be deemed to have interest in those securities.

A right does not constitute an interest in a security where—

(@)  aright, being a right or an interest described in the definition of “interest”
in section 84 of the Companies Act 1965,was issued or offered to the
public for subscription or purchase;

(b)  the public was invited to subscribe for or purchase such a right, and the
right was so subscribed for or purchased; or

(c)  such aright is held by the management company and was issued for the
purpose of an offer to the public within the meaning of section 84 of the
Companies Act 1965.

A person shall be deemed to have an interest in a security where a body corporate
has an interest in a security and—



@

(b)
©

the body corporate is, or its directors are accustomed, or is under an
obligation, whether formal or informal, to act in accordance with the
directions, instructions, or wishes of that person in relation to that security;

that person has a controlling interest in the body corporate; or
that person, or the associates of that person or that person and his associates

are entitled to exercise or control the exercise of not less than fifteen per
centum of the votes attached to the voting shares in the body corporate.

For the purposes of paragraph (3)(c), a person is an associate of another person,
if the first-mentioned person is—

@

(b)

©

(d)

(e)

a corporation which, by virtue of section 6 of the Companies Act 1965 is
deemed to be related to that other person;

a person in accordance with whose directions, instructions or wishes that
other person is accustomed or is under an obligation, whether formal or
informal, to act in relation to the security referred to in subsection (3);

a person who is accustomed or is under an obligation, whether formal or
informal, to act in accordance with the directions, instructions or wishes of
that other person in relation to that security;

a body corporate which is, or the directors of which are accustomed or
under an obligation, whether formal or informal, to act in accordance
with the directions, instructions or wishes of that other person in relation
to that security; or

a body corporate in accordance with the directions, instructions or wishes
of which, or of the directors of which, that other person is accustomed or
under an obligation, whether formal or informal, to act in relation to that
security.

A person shall be deemed to have an interest in a security in any one or more of
the following circumstances where he—

@)
(b)

©

(d)

has entered into a contract to purchase a security;,

has a right, otherwise than by reason of having an interest under a trust,
to have a security transferred to himself or to his order, whether the right
is exercisable presently or in the future and whether on the fulfilment of a
condition or not;

has the right or power to acquire a security or an interest in a security,
under an option, whether the right or power is exercisable presently or in
the future and whether on the fulfilment of a condition or not; or

is entitled, otherwise than by reason of his having been appointed a proxy
or representative to vote at a meeting of members of a corporation or of a
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class of its members, to exercise or control the exercise of a right attached
to a security, not being a security of which he is the registered holder.

A person shall be deemed to have an interest in a security if that security is held
jointly with another person.

For the purpose of determining whether a person has an interest in a security it is
immaterial that the interest cannot be related to a particular security.

There shall be disregarded-

(@)  aninterest in a security of a person whose ordinary business includes the
lending of money if he holds the interest only by way of security for the
purpose of a transaction entered into in the ordinary course of business in
connection with the lending of money;

(b)  aninterest of a person in a security being an interest held by him by reason
of his holding a prescribed office; and

(c)  a prescribed interest in a security being an interest of such person, or of
the persons included in such class of persons, as is prescribed.

An interest in a security shall not be disregarded by reason only of-
(@)  its remoteness;
(b)  the manner in which it arose; or

(c)  thefact that the exercise of a right conferred by the interest is, or is capable
of being made subject to restraint or restriction.

Prescription of securities and futures contracts

5.

20

(1)

Notwithstanding the definition of “securities” or “futures contract” under this
Act and “interest” as defined in subsection 84(1) of the Companies Act 1965,
the Minister may, on the recommendation of the Commission, by order published
in the Gazette, prescribe any instrument or product or class of instruments or
products to be—

(@)  securities; or

(b)  futures contracts,

for the purposes of securities laws.

Where an exemption has been granted under section 96 of the Companies Act
1965, the Minister may, on the recommendation of the Commission, by order

published in the Gazette, prescribe an exempted interest or a class or category of
exempted interests to be—



(@)  securities for the purposes of this Act or any particular provision of this
Act; or

(b)  afutures contract for the purposes of this Act or any particular provision
of this Act.

(3)  Inaprescription made under subsection (1) or (2) in respect of securities or futures
contracts, as the case may be, the Minister may—

(@)  forthe purposes of regulating the issue, offer for subscription or purchase,
or the making of an invitation to subscribe for or purchase, any securities,
specify in the prescription any provision of this Act to apply to such securities;

(b)  inthe case of futures contracts, specify in the prescription any provision of
this Act to apply to such a futures contract.

(4)  For the purposes of this section, “interest” means an interest as defined in
subsection 84(1) of the Companies Act 1965.

Consequences of agreements becoming futures contracts

6.

If an agreement that was not a futures contract when it was entered into becomes a
futures contract as a result of an action taken by any of the parties to the agreement at
a later time—

(@)  the parties to the agreement shall be deemed to have entered into a futures
contract at that later time; and

(b)  the agreement shall constitute the futures contract referred to in paragraph (a).

21



PART Il
SECURITIES AND FUTURES MARKETS
DIVISION 1

Markets

Establishment of stock markets or futures markets

7.

22

(1)

A person shall not establish, operate or maintain, or assist in establishing, operating
or maintaining, or hold himself out as providing, operating or maintaining, a
stock market that is not—

@
(b)

(©
(d)

a stock market of a stock exchange;

a stock market of an exchange holding company that is itself approved as
a stock exchange;

an exempt stock market; or

a registered electronic facility under subsection 34(1).

A person shall not establish, operate or maintain, or assist in establishing, operating
or maintaining, or hold himself out as providing, operating or maintaining, a
futures market that is not—

@)
(b)

©
(@)

a futures market of a futures exchange;

a futures market of an exchange holding company that is itself approved
as a futures exchange;

an exempt futures market; or

a registered electronic facility under subsection 34(1).

The Minister may, by order published in the Gazette—

(@

declare a particular stock market or futures market, or a stock market or
futures market included in a particular class of stock markets or futures
markets, to be an exempt stock market or exempt futures market for the
purposes of this Act subject to such terms and conditions as he thinks
reasonable and appropriate after having regard to, among other things,—
(i) the types of securities or futures contracts traded or to be traded;
(i) the types of participants;

(i) the types of investors; or

(iv)  the volume of trading,



relating to the particular stock market or futures market, or stock market
or futures market included in the particular class of stock markets or futures
markets; and
(b)  revoke any declaration made under paragraph (a) or vary any term or
condition as may be specified in the declaration, after having regard to,
among other things,—
(i) any breach of the terms and conditions specified in the declaration; or
(i) such other matters as the Minister thinks fit.
For the purposes of this section, the facilities specified in Schedule 1 that are—
(@)  established and operated by Bank Negara; or
(b)  operated by or on behalf of Bank Negara,
shall be deemed to be exempted under subsection (3).
A person who contravenes subsection (1) or (2) commits an offence and shall, on
conviction, be liable to a fine not exceeding ten million ringgit or to imprisonment
for a term not exceeding ten years or to both.
DIVISION 2

Market Institutions

Subdivision 1 — Exchanges and exchange holding company

Power of Minister to approve stock exchange or futures exchange

An application for the approval of a body corporate as a stock exchange or futures
exchange may be made in writing to the Minister.

The Minister may in writing, on the recommendation of the Commission, approve
a body corporate as a stock exchange or futures exchange, subject to any terms
and conditions as he thinks fit, if he is satisfied that—

(@)  the body corporate will ensure that, as far as is reasonably practicable, it
will operate an orderly and fair market in relation to securities and futures
contracts that are traded through its facilities;

(b)  the body corporate will manage any risks associated with its business and
operations prudently;

(c)  thebody corporate, in discharging its obligations under paragraph (a), will

not act contrary to the public interest and in particular the interest of
investors;
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(d)

(e)

()

the body corporate is able to take appropriate action against its participating
organisations or affiliates to whom the rules apply for any breach of its

rules;

the rules of the body corporate make satisfactory provision—

(vii)

(viii)

for an orderly and fair market in relation to the securities or futures
contracts that are traded through its facilities;

for the proper regulation and supervision of its participating
organisations or affiliates;

for the exclusion of persons who are not of good character and
high business integrity from being recognised as participating
organisations or affiliates;

for the expulsion, suspension or disciplining of its participating
organisation or affiliates and any person acting on behalf of such
participating organisation or affiliates, for conduct that is inconsistent
with just and equitable principles in the transaction of business or
for a contravention of or failure to comply with the rules of the
stock exchange or futures exchange;

with respect to the conditions under which securities may be listed
for trading in the market proposed to be conducted by the body
corporate or under which futures contracts may be traded on the
market through its facilities;

with respect to the conditions governing dealings in securities or trading
in futures contracts by its participating organisations or affiliates;

with respect to the class of securities or futures contracts that may
be dealt in or traded on its facilities; and

generally for the carrying on of the business of the proposed stock
exchange or futures exchange with due regard to the need for the
protection of investors and public interest;

the body corporate shall at all times have sufficient financial, human and
other resources to ensure the provision of-

(i)

(ii)

(iiif)
(iv)

an orderly and fair market in relation to securities or futures contracts
that are traded through its facilities;

adequate and properly equipped premises for the conduct of its
business;

competent personnel for the conduct of its business; and

automated systems with adequate capacity, security arrangements
and facilities to meet emergencies; and



(@)  the interest of the public or the proper regulation of the market will be
served by the granting of this approval.

An application for approval under subsection (1) shall be sent to the Commission,
whereupon the Commission shall submit to the Minister such application together
with its recommendation.

An applicant under subsection (1) shall provide such information as the Minister
or the Commission considers necessary in relation to the application.

Without limiting the generality of the terms and conditions specified in subsection
(2), the Minister may in writing, on the recommendation of the Commission,
amend, revoke or impose new terms and conditions, if the Minister is satisfied
that it is appropriate to do so for the protection of investors or in the public
interest or for the proper regulation of the stock market or futures market.

Commission to approve amendment to rules of stock exchange, futures
exchange or approved clearing house

A stock exchange, futures exchange or approved clearing house shall as soon as
practicable, submit or cause to be submitted to the Commission for its approval
any proposed rules or any proposed amendments to existing rules.

No amendment to the rules of a stock exchange, futures exchange or approved
clearing house shall have effect unless it has been approved by the Commission
under subsection (5).

Where a stock exchange, futures exchange or approved clearing house proposes
to make any amendment to its rules, the stock exchange, futures exchange or
approved clearing house shall submit to the Commission—

(@)  the text of the proposed amendment; and

(b)  an explanation of the purpose of the proposed amendment.

Where—

(@  proposed rules or amendments to existing rules involve the introduction of
a class of futures contracts, the instrument in respect of which is a
commodity, to be offered for trading on a futures market of the futures
exchange; and

(b)  the Minister responsible in respect of the commodity is the Minister for the
time being charged with the responsibility for plantation industries and

commodities,

the Commission shall consult that Minister before notifying the futures exchange
of its decision under subsection (5).

The Commission shall, within six weeks after the receipt of any proposed
amendment under subsection (1), give notice in writing to the stock exchange,
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(10)

futures exchange or approved clearing house that it approves or disapproves of
the proposed amendment or any part of the proposed amendment, as the case
may be.

The Commission may, by notice in writing, declare any class of rules of a stock
exchange, futures exchange or approved clearing house to be a class of rules
whose amendments do not require the approval of the Commission under
subsection (5), and accordingly, any amendment to the rules of a stock exchange,
futures exchange or approved clearing house that belongs to that class shall,
subject to subsections (7) and (8), have effect notwithstanding that they have not
been so approved under subsection (5).

Where the Commission is of the opinion that any amendment to the rules of a
stock exchange, futures exchange or approved clearing house made under
subsection (6) does not fall within the class of rules declared by the Commission
under that subsection as not requiring its approval, the Commission may, after
consultation with the stock exchange, futures exchange or approved clearing
house, require the stock exchange, futures exchange or approved clearing house
to submit such amendment for its approval under subsection (5).

(@)  Where a rule amended by the stock exchange, futures exchange or
approved clearing house under subsection (6) is the subject of a requirement
made by the Commission under subsection (7), such amendment shall
cease to have effect from the date of the Commission making such a
requirement or such later date as the Commission may determine.

(b)  This subsection shall not have effect until a reasonable time has been given
to the stock exchange, futures exchange or approved clearing house to
notify the persons affected by such amendment.

Notwithstanding the provisions of this section, the Commission may, from
time to time, after consultation with the stock exchange, futures exchange or
approved clearing house, by written notice require the stock exchange, futures
exchange or approved clearing house to amend or supplement its constitution or
any of its rules in such manner and within such period as may be specified in the
notice.

A stock exchange, futures exchange or approved clearing house which contravenes
subsection (3) or which contravenes a requirement made under subsection (7) or
a written notice made under subsection (9) commits an offence.

Appointment of directors of exchange holding company, stock exchange and
futures exchange

10. (1)
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In relation to an exchange holding company, a stock exchange or futures exchange
other than a stock exchange or futures exchange that is referred to in subsection

(2)-

(a) one third of the number of directors on the board of such exchange holding
company, stock exchange or futures exchange, as the case may be, shall



be appointed by the Minister, in consultation with the Commission, to be
public interest directors of the exchange holding company, stock exchange
or futures exchange and, notwithstanding the provision of any other written
law, such public interest directors so appointed—

(i) shall have the same rights, powers, duties and obligations, liberties
and privileges as any director of the exchange holding company,
stock exchange or futures exchange; and

(i) shall hold office for a period specified by the Minister who may at
any time revoke such an appointment; and

(b)  no person other than a public interest director referred to in paragraph (a)
shall accept appointment or election as a director of the exchange holding
company, stock exchange or futures exchange unless the concurrence of
the Commission is obtained.

Notwithstanding the provisions of subsection (1), in relation to the board of a
stock exchange or futures exchange that is a subsidiary of an exchange holding
company, no person shall accept appointment or election as a director of such
stock exchange or futures exchange unless the concurrence of the Commission is
obtained.

The Minister shall, in consultation with the Commission, appoint one person
from amongst the public interest directors so appointed under subsection (1) to
be the non-executive Chairman of the board of the exchange holding company,
a stock exchange or futures exchange, as the case may be, whose remuneration
shall be determined by the board of the exchange holding company, stock
exchange or futures exchange, as the case may be.

Where the concurrence of the Commission is required under subsection (1) or
(2), the Commission may refuse to concur if-

(@)  any proposed director is an undischarged bankrupt, whether within or
outside Malaysia;

(b)  ajudgement debt against the proposed director has not been satisfied in
whole or in part;

(c)  the proposed director has, whether within or outside Malaysia, entered
into a compromise or scheme of arrangement with his creditors, being a
compromise or scheme of arrangement that is still in operation;

(d)  the proposed director—

(i) has been convicted, whether within or outside Malaysia, of an
offence, involving fraud or dishonesty or the conviction for which

involved a finding that he acted fraudulently or dishonestly; or

(i) has been convicted of an offence under the securities laws; or
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(e)  the Commission is not satisfied that the proposed director is a person of
integrity and is fit and proper to be a director.

For the purposes of subsection (1)-

(@)  the Minister may, on the recommendation of the Commission, reduce the
number of public interest directors on the board of the exchange holding
company, stock exchange or futures exchange, as the case may be; and

(b)  all publicinterest directors appointed under subsection (1) shall retire after
a term of three years or on the expiry of the term specified by the Minister
under subparagraph(1)(@)(ii) but are eligible for reappointment.

Duties of exchange

1.
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For the purposes of this section, sections 12, 13 and 27—
(@)  "exchange” refers to a stock exchange or a futures exchange; and

(b)  "relevant person” means a participating organisation or an affiliate.

It shall be the duty of an exchange to ensure, so far as may be reasonably
practicable, an orderly and fair market in the securities or futures contracts that
are traded through its facilities.

In performing its duty under subsection (2), the exchange shall-

(@)  act in the public interest having particular regard to the need for the
protection of investors; and

(b)  ensure that where any interests that it is required to serve under any law
relating to corporations conflict with the interest referred to in paragraph
(a), the latter shall prevail.

It shall be the duty of the exchange to take appropriate action as may be provided
for under its rules for the purpose of monitoring or securing compliance with
such rules.

An exchange shall immediately notify the Commission if it becomes aware of-

(@)  any matter which adversely affects, or is likely to adversely affect, the ability
of any relevant person to meet its obligations in respect of its business of
dealing in securities or trading in futures contracts, including the ability of
any relevant person to comply with the minimum financial requirements
as may be prescribed under this Act; or

(b)  any irregularity, breach of any provision of the securities laws or the rules
of the exchange or approved clearing house, or any other matter which, in
the opinion of the exchange, indicates or may indicate, that the financial



(6)

standing or financial integrity of any relevant person or of the chief executive
or directors of the relevant person is in question or may reasonably be
affected.

Without prejudice to subsection (5), when an exchange reprimands, fines,

suspends, expels or otherwise disciplines any of its relevant person, it shall, within

seven days, give to the Commission in writing the following particulars:

(@)  the name and address of the business of the relevant person;

(b)  the reason for and the nature of the action taken;

(c) the amount of the fine;

(d)  the period of suspension, if any; and

(e)  any other disciplinary action taken.

An exchange shall at all times have sufficient financial, human and other resources
to ensure the provision of-

(@)  anorderly and fair market in relation to securities or futures contracts that
are traded through its facilities;

(b)  adequate and properly equipped premises for the conduct of its business;
(c) competent personnel for the conduct of its business; and

(d)  automated systems with adequate capacity, security arrangements and
facilities to meet emergencies.

Withdrawal of approval of exchange

12,

(M

The Minister may, on the recommendation of the Commission, by notice published
in the Gazette, and by such other means as the Commission considers appropriate—

(@)  withdraw an approval granted under section 8 to an exchange, with effect
from the date specified in the notice; or

(b)  direct the exchange to cease to provide or operate such facilities, or to
cease to provide such services, as are specified in the notice, with effect
from the date specified in the notice.

The Minister shall not withdraw an approval or issue a direction under subsection
(1) unless the Minister, on the recommendation of the Commission, is satisfied
that it is appropriate to do so for the protection of investors, or in the public
interest or for the proper regulation of markets in securities or futures contracts,
where any of the following circumstances occurs:

(@)  the exchange ceases to operate its stock market or futures market, as the
case may be;
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(b)  the exchange is being wound up or otherwise dissolved, whether within
or outside Malaysia;

(c)  the exchange has contravened any term or condition of its approval or is
charged with any offence under any securities laws,

(d)  the exchange has failed to comply with a condition, requirement or direction
given under section 26, 354 or 355;

(e)  any information provided for the purposes of section 8 was false or
misleading in a material particular;

(f) a judgement debt against the exchange has not been satisfied in whole or
in part;

()  areceiver, areceiver and manager, or equivalent person has been appointed,
whether within or outside Malaysia, in respect of any property of the
exchange;

(h)  the exchange has, whether within or outside Malaysia, entered into a
compromise or scheme of arrangement with its creditors, being a
compromise or scheme of arrangement that is still in operation;

(i) the exchange on its own accord applies to the Minister to withdraw
the approval as a stock exchange or a futures exchange granted to it and
the Minister, on the recommendation of the Commission, thinks it fit
to do so.

For the purposes of paragraph (2)(a), an exchange shall be deemed to have ceased
to operate its stock market or futures market, if it has ceased to operate its stock
market or futures market, as the case may be, for a period of one month unless
it has obtained the prior approval of the Minister to do so.

Notwithstanding the withdrawal of an approval or the issuance of a direction
under subsection (1), the Minister may permit the exchange to continue, on or
after the date on which the withdrawal or direction is to take effect, to carry on
such activities affected by the withdrawal or direction as the Minister may specify
in the notice published under that subsection for the purpose of-

(@)  closing down the operations of the exchange or ceasing to provide the
services as specified in the notice; or

(b)  protecting the interest of investors or the public interest.
Where the Minister has granted permission to an exchange under subsection (4),
the exchange shall not, by reason of its carrying on the activities in accordance

with the permission, be regarded as having contravened section 7.

The Minister shall not take any action under subsection (1) without giving an
exchange an opportunity to be heard.



Where an exchange has ceased to comply with any term or condition specified in
section 8, or where the Minister receives recommendation from the Commission
under this section, the Minister may, instead of withdrawing the approval under
subsection (1), direct that trading on the exchange be suspended until such time
as the exchange has, to the satisfaction of the Minister, complied with such term
or condition, or rectified the matter forming the basis of the recommendation by
the Commission, or until the Minister revokes the direction.

The Minister shall give the exchange not less than fourteen days’ notice in writing
of his intention to direct suspension of trading under subsection (7) and the notice
shall specify the grounds for the suspension.

Effect of withdrawal of approval of an exchange

13.  Any withdrawal of approval or direction issued under section 12 shall not operate so as

to—

@

(b)

avoid or affect any agreement, transaction or arrangement entered into on the
stock market or futures market operated by an exchange, as the case may be,
whether the agreement, transaction or arrangement was entered into before or,
where subsection 12(4) applies, after the withdrawal of the approval or issuance
of the direction under section 12; or

affect any right, obligation or liability arising under such agreement, transaction
or arrangement.

Subdivision 2 — Exchange holding company

Exchange holding company

14. No body corporate shall be an exchange holding company or a holding company of an
exchange holding company, unless the body corporate has been approved as an exchange
holding company under section 15.

Power of Minister to approve exchange holding company

15. (1)

()

An application for approval of a body corporate as an exchange holding company
may be made in writing to the Minister.

The Minister may in writing, on the recommendation of the Commission, approve
a body corporate as an exchange holding company, subject to any terms and
conditions as he thinks fit, if he is satisfied that it is appropriate to do so—

(@)  for the protection of investors;

(b)  in the public interest; or

(c)  forthe proper regulation of a stock market of a stock exchange or a futures
market of a futures exchange.
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An application for approval under subsection (1) shall be sent to the Commission,
whereupon the Commission shall submit to the Minister such application together
with its recommendation.

An applicant under subsection (1) shall provide such information as the Minister
or the Commission considers necessary in relation to the application.

The Minister may, on the recommendation of the Commission, impose different
conditions or restrictions or give different directions with respect to different
applications for approval as an exchange holding company.

For the avoidance of doubt-

(@)  to the extent that an exchange holding company would be holding itself
out as, or is providing, operating or maintaining, a stock market of a stock
exchange, the exchange holding company shall obtain an approval in
accordance with the provisions of section 8;

(b)  to the extent that an exchange holding company would be holding itself
out as, or is establishing or maintaining, a central depository, the exchange
holding company shall obtain an approval in accordance with the provisions
of sections 4 and 5 of the Securities Industry (Central Depositories) Act
1991;

(c)  totheextent that an exchange holding company is holding itself out as, or
is providing clearing and settlement services of-

(i) a clearing house of a stock exchange; or
(i) a clearing house of a futures exchange,

the exchange holding company shall obtain approval in accordance with
the provisions of section 38; and

(d)  totheextent that an exchange holding company is holding itself out as, or
is providing, operating or maintaining, a futures market of a futures
exchange, the exchange holding company shall obtain an approval in
accordance with the provisions of section 8.

Notwithstanding the provisions of this Act and the Securities Industry (Central
Depositories) Act 1991, the Minister may, in his discretion, exempt the applicant
from any of the requirements of section 8 or 38 of this Act or sections 4 and 5 of
the Securities Industry (Central Depositories) Act 1991, as he thinks fit, for the
purposes of giving his approval.

Notwithstanding the provisions of section 38, the Commission may, with the
approval of the Minister, exempt the applicant from any of the requirements of
section 38, as it thinks fit, for the purpose of granting approval to an exchange
holding company as an approved clearing house.



Annual Regulatory Report on compliance with ongoing requirements

16.

)

Within three months after the end of each financial year, a body corporate that
has been approved as a stock exchange, futures exchange or an exchange holding
company shall prepare and submit to the Commission a regulatory report on the
extent to which it has complied with the requirements under sections 11 and 21,
and its rules, during the financial year.

The Commission shall forthwith send a copy of the regulatory report submitted
under subsection (1) to the Minister.

For the purposes of subsection (1)

(@)  where astock exchange or a futures exchange is a subsidiary of an exchange
holding company, the Commission may specify the entity that is required
to submit a regulatory report; and

(b)  the Commission and the stock exchange, futures exchange or the exchange
holding company, as the case may be, may determine between themselves
the scope and content of the regulatory report.

Upon receipt of the regulatory report under subsection (1), the Commission may
at any other time it thinks necessary—

(@)  conduct a regulatory audit of a body corporate that has been approved as
a stock exchange, a futures exchange or an exchange holding company,
as the case may be;

(b)  appoint any independent person to assist the Commission in a regulatory
audit conducted under this subsection; and

(c)  charge the costs related to the conduct of the regulatory audit to the stock
exchange, futures exchange or the exchange holding company, as the case
may be.

The Commission shall as soon as practicable submit to the Minister a copy of the

report of the regulatory audit conducted by the Commission under subsection

(4).

For the purposes of this section—

(a) “regulatory audit” refers to an audit on the extent to which a stock
exchange, a futures exchange or an exchange holding company, as the
case may be, has complied with its regulatory responsibilities, duties or

functions under this Act, the rules and any securities laws; and

(b)  "regulatory report” is a report that is submitted under subsection (1).
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Special report by exchange holding company about compliance with ongoing

requirements

17.  Notwithstanding the provisions of section 16, the Minister may, at any time, require a
body corporate that has been approved as a stock exchange, a futures exchange or an
exchange holding company, as the case may be, to prepare and submit to the Minister
a special report on the extent to which the stock exchange, futures exchange or the
exchange holding company, as the case may be, has complied with the requirements of
the securities laws and rules.

Withdrawal of approval of exchange holding company

18. (1)  The Minister may, on the recommendation of the Commission, by a notice
published in the Gazette, and by such other means as the Commission thinks
appropriate—

@)

(b)

withdraw an approval granted under section 15 to an exchange holding
company, with effect from the date specified in the notice; or

direct an exchange holding company to cease to provide or operate such
facilities, or provide such services, as are specified in the notice, with effect
from the date specified in the notice.

(2)  The Minister shall not withdraw an approval or issue a direction under subsection
(1) unless the Minister, on the recommendation of the Commission, is satisfied
that it is appropriate to do so for the protection of investors, or in the public
interest or for the proper regulation of the markets in securities or futures contracts,
where any of the following circumstances occurs:

@)

(b)

(©

(d)

(e)

()

the exchange holding company ceases to be a holding company of a stock
exchange or a futures exchange, as the case may be;

the exchange holding company is being wound up or otherwise dissolved,
whether within or outside Malaysia;

the exchange holding company has contravened any term or condition of
its approval or is charged with any offence under any securities laws;

the exchange holding company has failed to comply with a condition,
requirement or direction given under section 26, 354 or 355;

any information provided for the purposes of section 15 was false or
misleading in a material particular; or

an exchange holding company on its own accord applies to the Minister to
withdraw the approval as an exchange holding company granted to it and
the Minister, on the recommendation of the Commission, thinks fit to do
S0.

(3)  Notwithstanding the withdrawal of an approval or the issuance of a direction
under subsection (1), the Minister may permit the exchange holding company to
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continue, on or after the date on which the withdrawal or direction is to take
effect, to carry on such activities affected by the withdrawal or direction as the
Minister may specify in the notice published under that subsection for the purposes
of-

(@)  closing down the operations of the exchange holding company or ceasing
to provide the services specified in the notice; or

(b)  protecting the interest of the investors or the public interest.

(4)  Where the Minister has granted permission to an exchange holding company
under subsection (3), the exchange holding company shall not, by reason of its
carrying on the activities in accordance with the permission, be regarded as having
contravened sections 7, 14 and 37 of this Act and section 3 of the Securities
Industry (Central Depositories) Act 1991, if applicable.

(5)  The Minister shall not take any action under subsection (1) without giving an
exchange holding company an opportunity to be heard.

Effect of withdrawal of approval of exchange holding company

19. Any withdrawal of an approval or issuance of a direction under section 18 shall not
operate so as to prejudice sections 13 and 40 of this Act and section 5B of the Securities
Industry (Central Depositories) Act 1991.

Listing of exchange holding company on stock exchange

20. (1)  Where the approval of the Commission under section 212 has been granted for
the securities of an exchange holding company to be listed on a relevant stock
exchange, the exchange holding company shall enter into such arrangements as
the Commission may require—

(@)  fordealing with possible conflicts of interest that may arise from the listing
on the relevant stock exchange;

(b)  for the purpose of ensuring the integrity of trading of the securities of the
exchange holding company; and

(c)  forthe compliance with obligations as a listed corporation if the exchange
holding company was to become a listed corporation,

and the exchange holding company shall comply with such requirements.
(2)  Thelisting requirements of the relevant stock exchange shall be deemed to allow
the Commission, instead of the relevant stock exchange, to make decisions and

to take action, or to allow the Commission to require the relevant stock exchange
to make decisions and to take action on the Commission’s behalf on—
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(5)

@

(b)

(©

the admission to or removal of the exchange holding company from the
official list of the relevant stock exchange;

the stopping or suspension of the securities of the exchange holding
company from being listed on the relevant stock exchange; and

such other matters as the Commission thinks fit for the purpose of
subsection (1).

An arrangement under subsection (1) may provide for the exchange holding
company to pay such fees to the Commission as the Commission may determine
for services provided by the Commission under the arrangement, or otherwise
provided under or for the purposes of this section.

Without prejudice to the provisions of section 9, the Commission may, by notice
in writing—

(@

(b)

modify the listing requirements of the relevant stock exchange for the
purpose of applying to the listing for quotation or trading of the securities
of the exchange holding company; and

exempt the exchange holding company from any listing requirement of
the relevant stock exchange.

For the purposes of this section, the “relevant stock exchange” means the stock
exchange of the exchange holding company.

Duties of exchange holding company

21.

36
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It shall be the duty of an exchange holding company to ensure—

@

insofar as may be reasonably practicable—

(i) an orderly and fair market in relation to securities that are traded on
the market through the facilities of the stock exchange of the
exchange holding company or through the facilities of any of its
subsidiaries that is duly approved as a stock exchange, as the case
may be;

(i) an orderly and fair market for trading in futures contracts on the
futures market through the facilities of the futures exchange of the
exchange holding company or through the facilities of any of its
subsidiaries that is duly approved as a futures exchange, as the case
may be;

(i) thatthere are orderly dealings in securities deposited or lodged with
a central depository through the facilities of a central depository of
the exchange holding company or through the facilities of any of its
subsidiaries that is duly approved as a central depository, as the
case may be;



(iv)

that there are orderly, clear and efficient clearing and settlement
arrangements for any transaction insecurities cleared or settled
through the facilities of a clearing house for a stock market of a
stock exchange or through the facilities of any of the subsidiaries of
an exchange holding company that is an approved clearing house,
as the case may be; and

that there are orderly, clear and efficient clearing and settlement
arrangements for any transaction in futures contracts cleared or
settled through the facilities of a clearing house for a futures market
of a futures exchange or through the facilities of any of its subsidiaries
that is duly approved as a clearing house of a futures exchange, as
the case may be;

(b)  the prudent risk management of its business and operations; and

(c)  that the stock exchange, futures exchange, approved clearing house or
central depository, as the case may be, comply with any lawful requirements
placed on it under any securities laws and any other laws applicable to it.

In performing its duty under subsection (1) the exchange holding company shall-

(@)  act in the public interest, having particular regard to the need for the
protection of investors; and

(b)  ensure that where its own interest or any interest that it is required to
serve under any law relating to corporations conflicts with the interest
referred to in paragraph (a), the latter shall prevail.

An exchange holding company shall immediately notify the Commission if it
becomes aware of-

@) any matter which adversely affects or is likely to adversely affect—

(i)

(ii)

the ability of the exchange holding company to meet its obligations
in respect of its business as an exchange holding company, a stock
exchange, a futures exchange, an approved clearing house or a
central depository, as the case may be, including its ability to comply
with any requirements as may be specified by the Commission, if
applicable; or

the ability of any subsidiary of the exchange holding company to
meet its obligations in respect of its business as a stock exchange, a
futures exchange, an approved clearing house or a central depository,
as the case may be, including the ability of any such subsidiary to
comply with any requirement as may be specified by the Commission,
if applicable; or

(b)  any irregularity, breach of any provision of the securities laws, the rules of
a stock exchange, a futures exchange, an approved clearing house or a
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central depository, or any other matter which, in the opinion of the exchange
holding company, indicates or may indicate, that the financial standing or
financial integrity of any of its subsidiaries or the chief executive or directors
of such subsidiary, as the case may be, is in question or may reasonably be
affected.

Where an exchange holding company, which itself has been approved as a stock
exchange under section 8, undertakes any function of a subsidiary that is approved
as a stock exchange under section 8, such exchange holding company shall enter
into such arrangements with the Commission as the Commission may determine
as to how the duties and obligations of the exchange holding company and such
subsidiary, under the securities laws, are satisfied.

Where an exchange holding company, which itself has been approved as a central
depository under section 5 of the Securities Industry (Central Depositories) Act
1991, undertakes any function of a subsidiary that is approved as a central
depository under section 5 of the Act, such exchange holding company shall
enter into such arrangements with the Commission as the Commission may
determine as to how the duties and obligations of the exchange holding company
and such subsidiary, under the securities laws, are satisfied.

Where an exchange holding company, which itself has been approved as a futures
exchange under section 8, undertakes any function of a subsidiary that is approved
as a futures exchange under section 8, such exchange holding company shall
enter into such arrangements with the Commission as the Commission may
determine as to how the duties and obligations of the exchange holding company
and such subsidiary, under the securities laws, are satisfied.

Where an exchange holding company which itself has been approved as a clearing
house of a stock exchange or a futures exchange under subsection 38(4),
undertakes any function of a subsidiary that is approved as an approved clearing
house under subsection 38(4), such exchange holding company shall enter into
such arrangements with the Commission as the Commission may determine as
to how the duties and obligations of the exchange holding company and such
subsidiary, under the securities laws, are satisfied.

Where the duties and obligations of a stock exchange, a futures exchange, an
approved clearing house or a central depository, as the case may be, are discharged
in accordance with the arrangements referred to in subsection (4), (5), (6) or (7),
such duties and obligations shall be deemed to have been satisfied by both the
exchange holding company and its subsidiary.

Where the rules of a subsidiary of an exchange holding company which is a
stock exchange, a futures exchange, an approved clearing house or a central
depository provide for such subsidiary to take any action, the exchange holding
company shall have the power to take such action on behalf of the relevant
subsidiary.

Nothing in subsection (9) shall preclude a subsidiary of an exchange holding
company which is a stock exchange, a futures exchange, an approved clearing



house or a central depository from itself taking any action against any person to
whom its rules apply but such subsidiary shall not take any action under its rules
in the event the exchange holding company takes such action pursuant to
subsection (9).

Risk Management Committee of exchange holding company

22. An exchange holding company shall establish and maintain a committee, to be called
the Risk Management Committee, to formulate policies on risk management matters
relating to the activities of the exchange holding company and of its subsidiaries, and to
submit such policies to the board of the exchange holding company for its consideration.

Restriction on exchange holding company from reducing its shareholding
23. No exchange holding company shall reduce its shareholding in a stock exchange, a
futures exchange, an approved clearing house or a central depository, as the case may
be, to a level below seventy five per centum, or such other percentage as may be
specified from time to time by the Minister, of the total issued and paid-up capital in the
stock exchange, futures exchange, approved clearing house or central depository, as
the case may be, without first obtaining the written approval of the Minister.
Disposal and acquisition of assets, etc.
24. (1)  Without prejudice to the provisions of section 23, where—
(@)  an exchange holding company;
(b)  astock exchange;
(c)  afutures exchange;
(d)  an approved clearing house;
(e)  a central depository; or
f) any other relevant body corporate as defined under subsection 26(5),
intends to enter into an agreement or arrangement, to dispose of or acquire such
assets or classes of assets of such value as may have been specified by the
Commission, it shall give the Commission prior written notification of such
intention.

(2)  Where the Commission makes a specification under subsection (1), it shall have
regard to whether the assets referred to in the specification are integral to the
operations of the exchange holding company, stock exchange, futures
exchange, approved clearing house, central depository, or any other relevant body

corporate, as the case may be, or significant in affecting the business direction of
such persons.
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Control in shareholding of exchange holding company

25.

)

3)

Notwithstanding section 24, no person shall enter into any agreement or
arrangement to acquire any voting shares of an exchange holding company by
which, if the agreement or arrangement is carried out, he would acquire, together
with any other voting shares of the exchange holding company which were then
already held by him, or by him and by persons associated with him, voting shares
of five per centum or more of the aggregate of the nominal amount of all the
voting shares in the exchange holding company, without first obtaining the prior
written approval of the Minister.

An application for approval under subsection (1) shall be made by the person
intending to acquire voting shares referred to therein and shall be sent to the
Commission, whereupon the Commission shall submit such application, together
with its recommendation to the Minister.

The Minister may grant his approval subject to such terms and conditions as he
thinks fit to impose.

Power to issue directions

26.

40
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Where the Commission is satisfied that—
(@)  a conflict exists or may come into existence between-—

(i) the interest of a body corporate that has been approved as an
exchange holding company, a stock exchange, a futures exchange,
an approved clearing house, a central depository or a relevant body
corporate, as the case may be; and

(i) the interest of the proper performance of the functions or duties
conferred by this Act or any other law, on the exchange holding
company, stock exchange, futures exchange, approved clearing
house, central depository or the relevant body corporate, as the
case may be; or

(b)  where the Commission is satisfied that such a conflict of interest has
occurred or has existed in circumstances that make it likely that the conflict
of interest will continue or be repeated,

then the Commission may serve a written notice on the exchange holding
company, stock exchange, futures exchange, approved clearing house, central
depository or relevant body corporate, as the case may be, stating the reasons in
support of the ground for the notice and direct any of the aforementioned persons
to forthwith take such steps as are specified in the notice, including steps in
relation to any of its affairs, business or property for the purposes of remedying
the conflict of interest or the matters occasioning the conflict of interest.



A notice served under subsection (1) shall take effect immediately.

A body corporate that has been served with a notice under subsection (1) shall
not without reasonable excuse, fail to comply with the notice.

A body corporate that has been served with a notice under subsection (1) may
appeal against the notice to the Minister not later than fourteen days after the
date of service of the notice or such longer period if any, as the Commission may
specify in the notice, but the notice shall take effect immediately notwithstanding
that the appeal has been or may be made under this subsection.

For the purposes of this section, “relevant body corporate” means a body corporate
of which an exchange holding company is a shareholder who, either alone or
with any associated person, is entitled to exercise or control the exercise of more
than thirty-three per centum of the aggregate of the nominal amount of all voting
shares in the body corporate.

Closure of stock exchange or futures exchange

27.

(M

The Minister may direct an exchange to close a stock market or a futures market
of the exchange for a period not exceeding five business days if the Minister is of
the opinion that an orderly and fair market for trading in securities on the stock
market or trading in futures contracts on the futures market is being or is likely to
be prevented because—

(@)  anemergency or natural disaster has occurred within Malaysia; or

(b)  there exists an economic or financial crisis or any other circumstances within
or outside Malaysia.

The Minister may extend the closure of the stock market or futures market under
subsection (1) for any further periods each not exceeding five business days.

The Minister shall specify the grounds for the closure in the direction given under
subsection (1) and the grounds for any extension of closure under subsection (2).

The Minister shall, as soon as may be practicable, give a copy of the direction
under subsection (1) or extension under subsection (2) to an approved clearing
house and direct the approved clearing house to do all that it is reasonably capable
of doing to give effect to the direction under subsection (1) or extension under
subsection (2) while the direction or extension remains in force.

In this section—

“business day” means any day on which there is official trading on the exchange
but for the closure;

“fair market” includes but is not limited to a market that reflects the forces of
supply and demand.
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Power of Commission in respect of stock exchange or futures exchange

28.

42

M

Where the Commission is satisfied that it is in the public interest, or it is appropriate
to do so for the protection of investors, or to maintain fair and orderly market,
the Commission may give written notice to a stock exchange, a futures exchange
or an approved clearing house, where relevant, to—

(@)  prohibit the trading of particular securities or a particular class of securities
made available by a corporation on the stock market of a stock exchange;

(b)  terminate or suspend trading on the stock exchange or futures exchange;
(c)  confine trading to liquidation of futures contracts positions;

(d)  order the liquidation of all positions or any part thereof or the reduction in
such positions;

(e)  limit trading to a specific price range;

(f) modify trading days or hours;

(g)  alter conditions of delivery;

(h)  fix the settlement price at which positions are to be liquidated,

(i) require any person to act in a specified manner in relation to trading in
securities or futures contracts or any class of securities or futures contracts;

() reguire margins or additional margins for any securities or futures contracts;
and

(k) modify or suspend any of the rules of the stock exchange or futures
exchange,

as the case may be.

Where the Commission gives a notice to a stock exchange, a futures exchange or
an approved clearing house under subsection (1), the Commission shall at the
same time furnish to the Minister a written report setting out the reasons for the
giving of the notice.

Any person who is aggrieved by any action taken by the Commission under this
section may appeal to the Minister whose decision shall be final.

Notwithstanding any appeal under subsection (3), any action taken by the
Commission under this section shall continue to have force and effect until such
time as the Minister makes a decision on the appeal.

A stock exchange, a futures exchange or an approved clearing house, as the case
may be, shall comply with the written notice given under subsection (1).



Provision of assistance to Commission

29.

(M

An exchange holding company, a stock exchange, a futures exchange or an
approved clearing house shall provide such assistance to the Commission, or to a
person acting on behalf of or with the authority of the Commission, as the
Commission or such person reasonably requires including the furnishing of such
returns, and the provision of such information relating to the operations of an
exchange holding company, a stock exchange, a futures exchange or an approved
clearing house or in respect of such dealing in securities or trading in futures
contracts or any other information as the Commission or such person may require
for the proper administration of the securities laws.

A person acting on behalf of, or authorised by, the Commission shall be entitled
at all reasonable times to full and free access for any of the purposes of this Act
to the trading facility of a stock market of a stock exchange or a futures market
of a futures exchange.

A person who refuses or fails, without lawful excuse, to allow a person acting on
behalf of, or authorised by, the Commission, access in accordance with subsection
(2) to the trading facility of a stock market of a stock exchange or a futures
market of a futures exchange commits an offence and shall, on conviction, be
liable to a fine not exceeding five hundred thousand ringgit or to imprisonment
for a term not exceeding three years or to both.

Suspension order relating to stock exchange, futures exchange, approved
clearing house or central depository

30.

)

Without prejudice to section 12, 27 or 28, where the Minister is satisfied that it is
in the public interest, or it is appropriate to do so for the protection of investors or
for the proper regulation of a stock exchange, a futures exchange, an approved
clearing house or a central depository, the Minister may, on the recommendation
of the Commission, make an order (“suspension order”) relating to all or any of
the following:

(@)  the functions of the board of the stock exchange, futures exchange,
approved clearing house or central depository, or any member of its board;

(b)  the functions of any committee (including a subcommittee) established by
a board referred to in paragraph (a); or

(c)  the functions of the principal officer, by whatever name called, who is
responsible for the conduct of the business and operations of the stock
exchange, futures exchange, approved clearing house or central depository,
as the case may be.

For so long as a suspension order is in force, the following provisions shall apply:

(@) none of the functions to which the order relates shall be performed by any
board, committee or officer thereof;
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(b)  any function to which paragraph (a) applies may be performed by such
person as shall be specified in the order in relation to that function; and

(c)  aperson referred to in paragraph (a) shall not, by act or omission, either
directly or indirectly, affect the manner in which functions therein referred
to are performed unless the person to perform the functions under
paragraph (b) requests for his assistance.

Subject to subsection (6), a suspension order shall continue in force for such
period, being a period not exceeding six months, as shall be specified in the
order.

A suspension order or any extension thereof under subsection (6) shall take effect
when a copy of the order or notice of the extension is served under paragraph
(7)(a) on the stock exchange, futures exchange, approved clearing house or central
depository to which the order relates.

Without prejudice to subsection (4), where a suspension order is made or such an
order is extended under subsection (6), the Commission shall, where it is practicable
to do so, as soon as may be practicable, give a copy of the order or the notice of
its extension, as the case may be, to the principal officer of the stock exchange,
futures exchange, approved clearing house or central depository to which the
order relates and to such members of the governing body thereof (if any) as the
Commission may consider appropriate in the circumstances.

The Minister may, on the recommendation of the Commission, extend the period
during which a suspension order is to remain in force for any further periods each
not exceeding three months.

Where a suspension order is made or extended under this section, the Commission
shall-

(@)  forthwith serve a copy of the order or notice in writing of the extension on
the stock exchange, futures exchange, approved clearing house or central
depository to which the order relates; and

(b)  cause the suspension order or the notice of the extension, as the case may
be, to be published in the Gazette.

A person who contravenes a suspension order issued under subsection (1) commits
an offence and shall, on conviction, be liable to a fine not exceeding five million
ringgit or to imprisonment for a term not exceeding ten years or to both.

For the purposes of this section, “principal officer” includes a person, by whatever
name called, who either individually or jointly with one or more other persons, is
responsible for the conduct of the business and the administration of the stock
exchange, futures exchange, approved clearing house or central depository.



Power of Commission upon contravention of section 23, 24 or 25

31.

)

Notwithstanding any of the provisions in any memorandum and articles of
association, the Companies Act 1965, or any rule of law, but subject to the
provisions of this Act, where the Commission is satisfied that any person has
contravened the provisions of section 23, 24 or 25, it may make a preliminary
order in writing, imposing one or more of the following prohibitions or restrictions
as may be applicable or appropriate in the circumstances of the contravention in
respect of any shares which are the subject of the contravention:

(@)  prohibit the transfer of, or the carrying out of the agreement or arrangement
to transfer, such voting shares, or, in the case of unissued shares, prohibit
the transfer of, or the carrying out of the agreement or arrangement to
transfer, the right to be issued with them;

(b)  prohibit the exercise of any voting rights in respect of such shares;

() prohibit the issue of any further shares in right of such shares or in pursuance
of any offer made to their holder; or

(d)  except in liquidation, prohibit the payment of any sums due from the
exchange holding company on such shares, whether in respect of capital
or otherwise.

A preliminary order made under subsection (1) shall be served on the defaulting
person as soon as is practicable, and may be publicised in such manner as the
Commission thinks fit, if in the opinion of the Commission it needs to be publicised.

A preliminary order shall be binding on the defaulting person, on any person for
the time being holding the voting shares to which such order applies, and on any
other person specified in the order or to whom the order is directed.

No person shall be given an opportunity to be heard before the Commission
makes a preliminary order under subsection (1) against him or which affects him
in any manner.

Any defaulting person against whom a preliminary order has been made, or any
other person prejudicially affected by such order, may within fourteen days of the
service of the order on the defaulting person, make representations in writing to
the Commission applying for the setting aside of the order on the ground that he
had not contravened the provisions in relation to which the order has been made,
or for a modification of the order on the ground that it would be just and proper
to modify it for reasons to be specified in the representations.

The Commission may, after considering the representations made under subsection
(5), either confirm, revoke or vary the preliminary order in such manner as it
thinks fit.

Where the Commission confirms a preliminary order, it may make an order to the
holder of the shares to which the preliminary order applies to, directing such
holder to dispose of the shares.
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The Commission may give any instruction or direction to the directors or officers
of the exchange holding company, stock exchange, futures exchange, approved
clearing house, central depository or any other relevant body corporate as defined
under subsection 26(5), as the case may be, as may be necessary or requisite to
give effect to any order of the Commission under this section, or as may be
incidental, ancillary or consequential to such order.

Any transaction, including any agreement or arrangement in relation to any shares,
which is in contravention of any preliminary order, or of any order confirmed
under subsection (6), or of any instruction or direction given by the Commission
under subsection (8), shall be void and of no effect.

A person who contravenes any preliminary order, any order confirmed under
subsection (6), or any instruction or direction given under subsection (8), commits
an offence and shall, on conviction, be liable to a fine not exceeding five million
ringgit or to imprisonment for a term not exceeding five years or to both.

The satisfaction of the Commission under subsection (1) that the provisions of
section 23, 24 or 25 have been contravened by any person may be arrived at
regardless as to whether or not there is any prosecution of any person for such
contravention.

Subdivision 3 — General

Publication of notice of suspension of trading or closure

32.

Where an action is taken by the Minister or the Commission under section 12, 18, 27,

28, 354 or 355, as the case may be, the Commission shall publish a notice of the action
taken in such manner as it considers appropriate.

Rights of stock exchange, futures exchange or approved clearing house not
to be affected by laws relating to contracts

33.

46

Nothing in any law relating to contracts, to the extent of its inconsistency with the
provisions of this Act or the rules of a stock exchange, futures exchange or approved
clearing house, shall render unenforceable or otherwise adversely affect—

@)

(b)

©

any rights to be conferred on a stock exchange, a futures exchange or an approved
clearing house in relation to securities or futures contracts, as the case may be,
under this Act or its rules;

any rights to be conferred on a party to a securities or futures contract entered
into on a stock market of a stock exchange, a futures market of a futures exchange,
an exempt stock market, an exempt futures market or such other market as
approved under this Act or the rules of a stock exchange, a futures exchange or
an approved clearing house, as the case may be; or

anything done or omitted to be done under or in relation to a securities or futures
contract entered into on a stock market of a stock exchange, a futures market of



a futures exchange, an exempt stock market, an exempt futures market or such
other market as approved under this Act, as the case may be.

Subdivision 4 — Registered facilities

Registered electronic facilities

34. (1)

For the purposes of paragraphs 7(1)(d) and 7(2)(d), where the Commission is
satisfied that it is appropriate to do so, may upon application by a person, register
an electronic facility subject to such conditions as it considers appropriate.

The conditions imposed under subsection (1) may include requiring the person
referred to in subsection (1) to—

(@)  make available the services according to such terms and conditions as may
be approved by the Commission;

(b)  ensure so far as is reasonably practicable that there is an orderly and fair
market in relation to all transactions which are carried out by means of or
through the electronic facility;

(c)  permitany person authorised by the Commission to enter at any reasonable
time the premises on which the facility is provided and to inspect the
electronic facility by means of which the services are provided; and

(d)  ensure adequate capacity, security arrangements and facilities to meet
emergencies.

The Commission may from time to time add, vary, amend or revoke any condition
imposed under subsection (1) or (2).

A person who contravenes subsection (1) commits an offence and shall, on
conviction, be liable to a fine not exceeding five million ringgit or to imprisonment
for a term not exceeding five years or to both.

Application for registration

35. (1)

()

An application under subsection 34(1) shall be accompanied by such information
and particulars as the Commission may require.

Without limiting the generality of subsection (1), an application under subsection
34(1) shall also be accompanied by such information as may be required by the
Commission regarding—

(@)  the services and facilities which the applicant will hold itself out as being
able to provide if the application is allowed,;

(b)  the business which the applicant proposes to carry on and to which the
application relates; and
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(c) its directors and substantial shareholders and, if any of its substantial
shareholders is a corporation, the directors and substantial shareholders of
that corporation.

In considering an application under subsection 34(1), the Commission may have
regard to any information in its possession whether provided by the applicant or
not.

Withdrawal of registration

36.

48

(1)

Subject to subsection (4), where the Commission is satisfied that it is appropriate
to do so in the interest of the investors, in the public interest or for the maintenance
of an orderly and fair market, it may, by notice in writing, withdraw the registration
with effect from a date that is specified in the notice.

Such notice referred to in subsection (1) shall state the reasons in support of the
ground for the withdrawal.

The Commission may by the notice in writing under subsection (1) permit the
person to continue, on or after the date on which the withdrawal is to take
effect, to carry on such activities affected by the withdrawal as the Commission
may specify in the notice for the purpose of-

(@)  ceasing to provide the electronic facility to which the withdrawal relates;
or

(b)  protecting the interest of the investors or the public interest.

Where the Commission has granted a permission to a person under subsection
(3), the person shall not, by reason of its carrying on the activities in accordance
with the permission, be regarded as having contravened section 34.

The Commission shall not exercise its power under subsection (1) in relation to an
electronic facility that has been registered under subsection 34(1) unless it has
given the person referred to in subsection 34(1) a reasonable opportunity of being
heard.

Any withdrawal of registration made under this section shall not operate so as
to—

(@)  avoid or affect any agreement, transaction or arrangement entered into
on the electronic facility whether the agreement, transaction or arrangement
was entered into before or after the withdrawal of the registration under
subsection (1); or

(b)  affect any right, obligation or liability arising under such agreement,
transaction or arrangement.



Subdivision 5 — Approval of clearing house

Establishing or operating a clearing facility

37.

(M

)

3)

No person shall establish or operate a clearing facility unless the person has been
approved to establish or operate a clearing facility under subsection 38(4).

A person who contravenes subsection (1) commits an offence and shall, on
conviction, be liable to a fine not exceeding one million ringgit or to imprisonment
for a term not exceeding ten years or to both.

Subsection (1) shall not apply to any person providing, or holding out as providing,
clearing facilities for an exempt stock market or an exempt futures market.

Power of Commission to approve clearing house

38.

)

An application for the approval to establish or operate a clearing house shall be
in writing to the Commission and shall be accompanied by a copy of the rules of
the proposed clearing house including a copy of its constitution and any
information as may be required by the Commission.

The rules of the proposed clearing house must provide for—

(@)  the efficient provision of clearing house facilities in relation to securities
and futures contracts that are cleared through its clearing facilities;

(b)  the proper regulation and supervision of its participating organisations or
affiliates that used its clearing facilities;

(c)  the clearing house to enter into contracts with participating organisations
or affiliates under which they would agree to be bound by the rules of the
clearing house;

(d)  the making of rules, including rules that make provision for a quick and
fair method of settling disputes—

(i) between the clearing house and its participating organisations or
affiliates; and

(ii) between those participating organisations or affiliates and their
clients;

(e)  the expulsion, suspension or disciplining of a participating organisation or
affiliate for the failure to comply with the rules of the clearing house; and

f) satisfactory provision for the class of securities or futures contracts that
may be cleared on its facilities.

The proposed clearing house shall at all times have sufficient financial, human
and other resources to ensure the provision of—
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(@)  adequately and properly equipped premises for the conduct of its business;
(b)  competent personnel for the conduct of its business; and

(c)  automated systems with adequate capacity, security arrangements and
facilities to meet emergencies.

Where the Commission is satisfied that it is appropriate to do so in the public
interest, or for the proper regulation of a clearing house, it may, with the
concurrence of the Minister by notice in writing, approve the person to establish
or operate a clearing house subject to such conditions as the Commission thinks
fit.

The clearing house shall provide clearing house facilities for a stock market of the
relevant stock exchange or for a futures market of the relevant futures exchange,
as the case may be.

Withdrawal of approval

39.
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)

The Commission may, with the concurrence of the Minister, by notice in writing—

(@)  withdraw its approval granted under subsection 38(4) to an approved
clearing house with effect from the date specified in the notice; or

(b)  direct the approved clearing house to cease to provide or operate, or to
cease to provide such services, as are specified in the notice, with effect
from the date specified in the notice.

The Commission shall not withdraw its approval or issue a direction under
subsection (1) unless the Commission is satisfied that it is appropriate to do so for
the protection of investors or in the public interest or for the proper regulation of
the clearing and settlement of transactions in securities or futures contracts, where
any of the following circumstances occurs:

(@)  the approved clearing house ceases to provide clearing facilities;

(b)  the approved clearing house is being wound up or otherwise dissolved,
whether within or outside Malaysia;

(c)  the approved clearing house has contravened section 9 or any term or
condition of its approval or is charged with any offence under any securities
laws;

(d)  the approved clearing house has failed to comply with a condition,
requirement or direction given under section 26, 354 or 355;

(e)  any information provided for the purposes of section 38 was false or
misleading in a material particular;

f) a judgement debt against the approved clearing house has not been
satisfied in whole or in part;



()  a receiver, a receiver and manager, or an equivalent person has been
appointed, whether within or outside Malaysia, in relation to or in respect
of any property of the approved clearing house;

(h)  the approved clearing house has, whether within or outside Malaysia,
entered into a compromise or scheme of arrangement with its creditors,
being a compromise or scheme of arrangement that is still in operation; or

(i) the approved clearing house has on its own accord applied to the
Commission to withdraw the approval granted to it and the Commission,
with the concurrence of the Minister, thinks it fit to do so.

(3)  Forthe purposes of paragraph (2)(a), the approved clearing house shall be deemed
to have ceased to provide clearing facilities if it has ceased to provide such facilities
for a period of one month unless it has obtained the prior approval of the
Commission to do so.

(4)  Notwithstanding the withdrawal of an approval or the issuance of a direction
under subsection (1), the Commission may permit the person approved to provide
clearing facilities to continue, on or after the date on which the withdrawal or
direction is to take effect, to carry on such activities affected by the withdrawal or
direction as the Commission may specify in the notice published under that
subsection for the purpose of-

(@)  closing down the operations of the approved clearing house or ceasing to
provide the services specified in the notice; or

(b)  protecting the investors or the public interest.

(5)  Where the Commission has granted permission to the person approved to provide
clearing facilities under subsection (4), the person shall not, by reason of its carrying
on the activities in accordance with the permission, be regarded as having
contravened section 37.

(6)  The Commission shall not take any action under subsection (1) without giving a
person an opportunity to be heard.

Effect of withdrawal of approval

40.

Any withdrawal of approval or direction issued under section 39 shall not operate so as
to—

(@)  avoid or affect any agreement, transaction or arrangement entered into through
the approved clearing house whether the agreement, transaction or arrangement
was entered into before or, where subsection 39(4) applies, after the withdrawal
of the approval or issuance of the direction under section 39; or

(b)  affect any right, obligation or liability arising under such agreement, transaction
or arrangement.

51



Subdivision 6 — Modifications to the law of insolvency and miscellaneous provisions
relating to the operations and procedures of the approved clearing house

Interpretation

41.

52

(M

In this Subdivision, unless the context otherwise requires—
“charge” means any form of security, including a mortgage;

“default proceedings” means any proceedings or other action taken by an
approved clearing house under its default rules;

“default rules”, in relation to an approved clearing house, means such rules of
the approved clearing house which provide for the taking of default proceedings
if a participant has failed, or appears to be unable, or likely to become unable, to
meet its obligations in respect of all or any unsettled market contracts to which
the participant is a party;

“defaulter” means a participant who is the subject of any default proceedings;
“exchange” means a stock exchange or a futures exchange, as the case may be;

“market charge” means a charge, whether fixed or floating, granted in favour of
an approved clearing house over any property as specified in the rules of the
approved clearing house;

“market collateral” means any property specified in the rules of an approved
clearing house held by or deposited with an approved clearing house for the
purpose of securing liabilities arising directly in connection with the approved
clearing house ensuring the performance or settlement of one or more market
contracts;

“market contract” means—

(@)  acontract which is subject to the rules of an approved clearing house and
entered into by the approved clearing house with a participant pursuant
to a novation for the purpose of the clearing and settlement of transactions
using the clearing facility of an approved clearing house; or

(b)  atransaction which is oris to be cleared or settled using the clearing facility
of an approved clearing house and in accordance with the rules of the
approved clearing house, whether or not a novation referred to in paragraph
(@) is to take place;

“relevant office-holder” means—

(@)  the Director General of Insolvency appointed under section 70 of the
Bankruptcy Act 1967 [Act 360];

(b)  any person acting in relation to a company as its liquidator, provisional
liquidator, receiver or manager,



(c)  any person acting in relation to an individual as his trustee in bankruptcy
or interim receiver of his property;

(d)  any person appointed pursuant to an order for the administration in
bankruptcy of an insolvent estate of a deceased person; or

(e)  a Special Administrator appointed under the Pengurusan Danaharta
Nasional Berhad Act 1998 [Act 587].

Where-

(@)  a charge is granted partly for the purpose specified in the definition of
“market charge” and partly for other purposes, the charge is a “market
charge” insofar as it has effect for the specified purposes of securing
liabilities arising directly in connection with the approved clearing house
ensuring the performance or settlement of one or more market contracts;
and

(b)  collateral is provided partly for the purpose specified in the definition of
“market collateral” and partly for other purposes, the collateral is a “market
collateral” insofar as it has been provided for the specified purposes of
securing liabilities arising directly in connection with the approved clearing
house ensuring the performance or settlement of one or more market
contracts.

Default rules

42,

(M

An approved clearing house may have default rules which provide for the taking
of default proceedings if a participant has failed, or appears to be unable, or
likely to become unable, to meet its obligations in respect of all or any unsettled
market contracts to which the participant is a party.

Where an approved clearing house takes any default proceedings, all subsequent
proceedings or other action taken under its rules for the purposes of the
settlement of market contracts of which the defaulter concerned is a party shall
be treated as done under the default rules of the approved clearing house
notwithstanding that, but for this subsection, such proceedings or other action
would not be treated as done under the default rules of the approved clearing
house.

Default proceedings of approved clearing house to take precedence over law
of insolvency

43,

)

None of the following shall be regarded to any extent as invalid on the ground of
inconsistency with the provisions relating to the distribution of the assets of a
person under the laws of insolvency, or on the appointment of a relevant office-
holder over any of the assets of a person:

(a) a market contract;
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(€)

(b)  the rules of an approved clearing house relating to the settlement of a
market contract;

(c)  any proceedings or other action taken under the rules of an approved
clearing house relating to the settlement of a market contract;

(d)  amarket charge;

(e)  the default rules of an approved clearing house; or

(f) any default proceedings.

Subject to subsection (3), the powers of a relevant office-holder in his capacity as
such, and the powers of a court under the law of insolvency, shall not be exercised

in such a way as to prevent or interfere with—

(a) the settlement of a market contract in accordance with the rules of an
approved clearing house; or

(b)  any default proceedings.

Subsection (2) shall not operate to prevent a relevant office-holder from seeking
to recover any amount referred to in subsection 49(1).

Supplementary provisions as to default proceedings

44,

(1

A court may on an application by a relevant office-holder make such order as it
thinks fit altering or dispensing from compliance with such of the functions of his
office as are affected by the fact that default proceedings are pending or could
be taken, or have been or could have been taken and, accordingly, such functions
of the relevant office-holder shall be construed subject to such order.

Nothing in section 8, 10 or 18 of the Bankruptcy Act 1967 or section 176, 222,
224 or 226 of the Companies Act 1965, shall prevent or interfere with any default
proceedings.

Duty to report on completion of default proceedings

45,

54

(M

An approved clearing house shall, upon the completion of any default proceedings,
make a report on such default proceedings stating in respect of each defaulter—

(@)  thenetsum, if any, certified by the approved clearing house to be payable
by or to the defaulter; or

(b)  the fact that no sum is so payable,

as the case may be, and the approved clearing house may include in that report
such other particulars in respect of such default proceedings as it thinks fit.

An approved clearing house, which has made a report pursuant to subsection
(1), shall supply the report to—



(5)

(@)  the Commission;

(b)  any relevant office-holder acting for—
(i) the defaulter to whom the report relates; or
(i) that defaulter’s estate;

(c)  ifthereis norelevant office-holder referred to in paragraph (b), the defaulter
to whom the report relates; and

(d)  such other person as the Commission thinks fit.

Where an approved clearing house has made a report pursuant to subsection (1),

it may publish notice of that fact in such a manner as it thinks appropriate to

bring it to the attention of creditors of the defaulter to whom the report relates.

Where a relevant office-holder or defaulter, receives a report pursuant to subsection

(2), he shall, at the request of a creditor of the defaulter to whom the report

relates—

(@)  make the report available for inspection by the creditor; and

(b)  onpayment of such reasonable fee as the relevant office-holder or defaulter,
as the case may be, determines, supply to the creditor all or any part of

that report.

In subsections (2), (3) and (4), “report” includes a copy of a report.

Net sum payable on completion of default proceedings

46.

M

This section shall apply with respect to any net sum certified under subsection
45(1) by an approved clearing house, upon the completion by it of any default
proceedings, to be payable by or to a defaulter.

Where a receiving or winding up order has been made, or a resolution for voluntary
winding up has been passed, any net sum shall, notwithstanding any of the
provisions of section 40 or 41 of the Bankruptcy Act 1967 or section 291 of the
Companies Act 1965-

(@)  be provable in the bankruptcy of a defaulter or winding up or, payable to
the relevant office-holder, as the case may be; and

(b)  be taken into account, where appropriate, under section 41 of the

Bankruptcy Act 1967 or that section as applied in the case of a winding up
order under the Companies Act 1965.
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Disclaimer of property, rescission of contracts, etc.

47.

(M

Neither section 59 of the Bankruptcy Act 1967 nor subsection 296(1) of the
Companies Act 1965 shall apply in relation to—

@
(b)

(©
(d)

a market contract;

a contract effected by an approved clearing house for the purposes of
realising property provided as market collateral;

a market charge; or

any default proceedings.

Neither section 47 of the Bankruptcy Act 1967 nor section 223 of the Companies
Act 1965 shall apply in relation to any act, matter or thing which has been done
pursuant to-

@
(b)
©
(e}

(e)

()
@)

(h)
(1)

a market contract;
a disposition of property pursuant to a market contract;
the provision of market collateral;

a contract effected by an approved clearing house for the purpose of
realising property provided as market collateral;

a disposition of property in accordance with the rules of an approved
clearing house as to the application of property provided as market
collateral;

a market charge;

a disposition of property as a result of which the property becomes subject
to a market charge, or any transaction pursuant to which that disposition
is made;

a disposition of property made in enforcing a market charge; or

any default proceedings.

Adjustment to prior transactions

48.

56

(1)

No order shall be made pursuant to sections 53, 53A and 54 of the Bankruptcy
Act 1967 or sections 293 and 304 of the Companies Act 1965, in relation to any
matter under subsection (2).

The matters to which subsection (1) apply are—

@)

a market contract;



(b)  adisposition of property pursuant to a market contract;
(c)  the provision of market collateral,

(d)  acontract effected by an approved clearing house for purposes of realising
property provided as market collateral,

(e)  a disposition of property in accordance with the rules of an approved
clearing house as to the application of property provided as market
collateral;

(f)  amarket charge; and

(@  any default proceedings.

Right of relevant office-holder to recover certain amounts arising from certain
transactions

49,

)

If a participant (“the first participant”) sells securities at an overvalue to, or
purchases securities at an undervalue from, another participant (“the second
participant”) in circumstances as described in subsection (3), and thereafter a
relevant office-holder acts for—

(@  the second participant;
(b)  the principal of the second participant in the sale or purchase; or

(c)  theestate of the second participant or of the person referred to in paragraph

(b),

then, unless a court otherwise orders, the relevant office-holder may recover,
from the first participant, or the principal of the first participant, an amount equal
to the identified gain obtained under the sale or purchase by the first participant,
or the principal of the first participant.

The amount equal to the identified gain is recoverable even if the sale or purchase
may have been discharged according to the rules of an approved clearing house
and replaced by a market contract.

The circumstances referred to in subsection (1) for a sale or purchase shall be
when—

(@  an identified event has occurred in relation to the second participant or
the principal of the second participant; and

(b) either—
(i) the first participant knew, or ought reasonably to have known that

an identified event was likely to occur in relation to the second
participant or the principal of the second participant; or
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(i) the principal of the first participant knew, or ought reasonably to
have known that an identified event was likely to occur to the second
participant or the principal of the second participant,

and the identified event occurs within the period of six months immediately after
the date on which the sale or purchase was entered into.

In this section—

@) “identified event”, in relation to a second participant or a person who is or
was, in respect of a sale or purchase referred to in subsection (1), the
principal of the second participant, means—

(i) an act of bankruptcy committed by the second participant or the
principal of the second participant, as the case may be;

(i)  the making of a statutory declaration in respect of the second
participant or the principal of the second participant, as the case
may be, pursuant to section 255 of the Companies Act 1965;

(i)  a meeting of creditors summoned in relation to the second
participant or the principal of the second participant, as the case
may be, pursuant to section 260 of the Companies Act 1965; or

(iv)  the presentation of a petition for the winding up of the second
participant or the principal of the second participant, as the case
may be, by a court;

(b)  "identified gain”, in relation to a sale or purchase referred to in subsection
(1), means the difference between the market value of the securities which
is the subject of the sale or purchase and the value of the consideration for
the sale or purchase as at the time the sale or purchase was entered into.

Law of insolvency in other jurisdictions

50.

58

(M

A court shall not, pursuant to any enactment or rule of law, recognise or give
effect to—

(@)  anyorder of a court exercising jurisdiction in relation to the law of insolvency
in a place outside Malaysia; or

(b)  any act of a person appointed in such a place to perform any function
under the law of insolvency in such place,

insofar as the making of the order or the doing of the act would be prohibited in
the case of a court within Malaysia or a relevant office-holder by provisions made
by or under this Act.

In this section, “law of insolvency”, in relation to a place outside Malaysia, means
any law of such place which is similar to, or serves the same purposes as, all or
any part of the law of insolvency in Malaysia.



Participant to be a party to certain transactions as principal

51.

)

Where-

(@)  aparticipant in his capacity as such enters into any transaction (including a
market contract) with an approved clearing house; and

(b)  butfor this subsection, the participant would be a party to that transaction
as agent,

then, notwithstanding any provision under any law, as between, but only as
between, the approved clearing house and any other person (including the
participant and the person who is his principal in respect of that transaction), the
participant shall for all purposes (including any civil action, claim or demand)-
(A)  be deemed not to be a party to that transaction as agent; and

(B)  be deemed to be a party to that transaction as principal.

Where-

(@)  two or more participants in their capacities as such enter into any
transaction; and

(b)  but for this subsection, any such participant would be a party to that
transaction as agent,

then, notwithstanding any provision under any law, any such participant to whom
paragraph (b) applies shall for all purposes (including any civil action, claim or
demand), except as between, but only as between, him and the person who is
his principal in respect of the transaction—

(A)  be deemed not to be a party to that transaction as agent; and

(B)  be deemed to be a party to that transaction as principal.

Securities or futures contracts delivered to an approved clearing house

52,

Where securities or futures contracts are delivered in settlement of a market contract or
provided as market collateral or under a market charge—

@
(b)
©

to an approved clearing house;
by a participant; and

in accordance with the rules of the approved clearing house,

then, notwithstanding any provision under any law, no civil action, claim or demand, in
respect of any right, title or interest in those securities or futures contracts held or enjoyed
by any person lies, or shall be commenced or allowed, against the approved clearing

house.
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Securities transfers in settlement

53.

(1)

(5)

Notwithstanding any other provision of law, including the Securities Industry
(Central Depositories) Act 1991, in particular section 29A of that Act, a central
depository shall give effect to an instruction from an approved clearing house to
effect a transfer of securities into or out of a securities account of a depositor
provided such instruction shall be for the purposes of settlement of a market
contract or otherwise dealing with a market contract in accordance with the
rules of the approved clearing house.

An instruction under subsection (1) shall be given by an approved clearing house
only in relation to a securities account which relates to a depositor who is a party
to a market contractor a depositor who had instructed a participant to effect a
trade which results in a market contract to which the participant has become a

party.

Notwithstanding any other provision of law, where any transfer of securities is
effected by the central depository to or from a securities account of a depositor
pursuant to subsection (1), no title in such securities shall pass to a depositor
except as provided under the rules of the approved clearing house.

Where a transfer of securities has been effected into or out of a securities account
of a depositor pursuant to subsection (1), a central depository shall not be subject
to any action or claim by or be liable to any damages to that depositor.

In this section, the terms “depositor” and “securities account” shall have the
same meaning as in the Securities Industry (Central Depositories) Act 1991.

Purchase and sale of securities

54.

Immunity

55.

60

(1)

)

An approved clearing house may instruct a stock exchange to effect on behalf of
the approved clearing house a sale or purchase of securities if such sale or purchase,
as the case may be, is effected for the purposes of settlement of any market
contract or to facilitate a default proceeding or to enable an approved clearing
house to realise any asset comprised in any market charge or provided as market
collateral, and the stock exchange shall give effect to any such instruction.

Where a sale or purchase of securities has been effected on behalf of the approved
clearing house pursuant to subsection (1) by a stock exchange, the stock exchange

shall not be subject to any action or claim by or be liable to any damages to any
person.

The functions to which this section applies are the functions of an approved
clearing house so far as relating to or arising out of-

@ the default rules of the approved clearing house; or

(b) any obligations to which it is subject by virtue of this Subdivision.



(2)  Afailure by an approved clearing house to comply with its default rules in respect
of any matter shall not prevent that matter from being treated for the purposes
of this Act as done in accordance with those rules so long as the failure does not
affect the rights of any person entitled to require compliance with those rules.

(3)  Where a relevant office-holder takes any action in respect of a defaulter which is
liable to be dealt with in accordance with the default rules, and believes and has
reasonable grounds for believing that he is entitled to take that action, he is not
liable to any person in respect of any loss or damage resulting from his action
except insofar as the loss or damage, as the case may be, is caused by the office-
holder’s own negligence.

Preservation of rights, etc.

56. Except as is expressly provided in this Act, the provisions of this Subdivision shall not
operate to limit, restrict or otherwise affect—

(@)  anyright, title, interest, privilege, obligation or liability of any person; or

(b)  any investigation, legal proceedings or remedy in respect of any such right, title,
interest, privilege, obligation or liability.

Exemption from regulations on reporting of substantial shareholding and
Division 3A of the Companies Act 1965

57. The approved clearing house and central depository, in carrying out its functions under
this Subdivision, shall be exempted from the requirements under the Securities Industry
(Reporting of Substantial Shareholding) Regulations 1998 [RU. (A) 174/1998] and Division
3A of the Companies Act 1965.
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PART Ill

CAPITAL MARKETS SERVICES

DIVISION 1

Licensing and Regulation

Requirement for Capital Markets Services Licence

58. (1)

No person shall whether as a principal or agent, carry on a business in any regulated
activity or hold himself out as carrying on such business unless he is the holder of
a Capital Markets Services Licence or is a registered person.

Subsection (1) shall not apply to the persons or classes of persons as specified in
Schedule 3.

Except for in respect of an insurance company licensed under the Insurance Act
1996 [Act 553] or a takaful operator registered under the Takaful Act 1984
[Act 312], the Commission may impose such terms and conditions as may be
deemed appropriate on specified persons.

A person who contravenes subsection (1) commits an offence and shall, on
conviction, be liable to a fine not exceeding ten million ringgit or to imprisonment
for a term not exceeding ten years or to both.

Requirement for Capital Markets Services Representative’s Licence

59. (1)

No person shall act as a representative in respect of any regulated activity or hold
himself out as doing so unless he is the holder of a Capital Markets Services
Representative’s Licence for that regulated activity or is a registered person with
respect to that regulated activity.

A person who contravenes subsection (1) commits an offence and shall, on
conviction, be liable to a fine not exceeding five million ringgit or to imprisonment
for a term not exceeding five years or to both.

Application for grant or renewal of licence

60. (1)

62

An application for the grant or renewal of a licence shall be—

(a) made to the Commission in such form and manner as the Commission
may specify; and

(b) in the case of an application for renewal of a licence, made not later than
thirty days or such other period as the Commission may specify, before the
expiry of the licence.



The Commission may at any time after receiving an application for the grant of
the licence, conduct such inquiry as it may deem necessary to satisfy itself that
none of the grounds under subsection 64(1), 65(1) or in any regulation or guideline
for the refusal to grant the licence applies, including financial, criminal and
professional background checks of the applicant, directors, managers and the
controller of the applicant, where relevant.

The Commission may require an applicant to furnish it with such information or
documents as the Commission considers necessary in relation to the application.

An application for the grant or renewal of a licence shall be accompanied by a
prescribed fee which shall be paid in such manner as may be specified by the
Commission.

Where a person submits an application for renewal of his licence before the
expiration of his licence but after the period referred to in subsection (1), the
Commission may impose a late renewal fee as may be prescribed for every day or
part thereof that the renewal is late.

In the case of an application for the grant or renewal of a Capital Markets Services
Representative’s Licence, such application shall be—

(@)  supported by a holder of a Capital Markets Services Licence or a person
who has applied for a Capital Markets Services Licence for that regulated
activity, in such manner as may be specified by the Commission; and

(b)  deemed to be withdrawn with effect from the date on which the holder of
a Capital Markets Services Licence who supported the application—

(i) withdraws its support in writing;

(i) withdraws its application for a Capital Markets Services Licence in
respect of that regulated activity; or

(i) has its application for a Capital Markets Services Licence in respect
of that regulated activity refused by the Commission.

For the purposes of this section, sections 64, 66 and 72, the word “controller”, in
relation to a holder of a Capital Markets Services Licence, means a person who—

(a) is entitled to exercise, or control the exercise of, not less than fifteen per
centum of the votes attached to the voting shares in the holder;

(b)  hasthe power to appoint or cause to be appointed a majority of the directors
of such holder; or

(c) has the power to make or cause to be made, decisions in respect of the

business or administration of such holder, and to give effect to such decisions
or cause them to be given effect to.
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For the purposes of this section, sections 64, 66 and 72, “manager”, in relation
to a body corporate, means a person who is appointed by the body corporate to
manage any part of its business and includes an employee of the body corporate
(other than the chief executive) who, under the immediate authority of a director
or chief executive of the body corporate, exercises managerial functions or is
responsible for maintaining accounts or other records of the body corporate.

Grant or renewal of licence

61.

(M
)

(@)

Subject to subsections (2) and (3), the Commission may grant or renew a licence.
The grant or renewal of a Capital Markets Services Licence for the purposes of
carrying on the business of dealing in securities or trading in futures contracts
shall be with the concurrence of the Minister.

In granting or renewing a licence, the Commission may-

(@)  specify and describe the regulated activity to which the licence relates;
(b)  specify the licence to be subject to such conditions or restrictions—

(i) in the case of a holder of a Capital Markets Services Licence who
carries on the business of dealing in securities or trading in futures
contracts, with the concurrence of the Minister; and

(i) in any other case, as the Commission thinks fit; or

(c) in the case of a Capital Markets Services Representative’s Licence, relate
the licence to the holder of a Capital Markets Services Licence which

supported that application for the licence.

A person who contravenes any condition of, or restriction in, a licence commits
an offence.

Power of Commission to impose conditions or restrictions on licences

62.

64

(1)

Without prejudice to section 61 and subject to subsection (2), the Commission
may impose such other conditions or restrictions on a licence while the licence is
in force.

In the case of a holder of a Capital Markets Services Licence who carries on the
business of dealing in securities or trading in futures contracts, such other
conditions or restrictions may only be imposed on the licence with the concurrence
of the Minister.

Where the conditions or restrictions proposed to be imposed are likely to prejudice
the interests of the licensed person, the Commission shall give such licensed
person an opportunity to be heard.



Licence fee

63. (1) Alicensed person shall pay such prescribed licence fee in respect of each regulated
activity in such manner as may be specified by the Commission.

(2)  Any licence fee paid to the Commission under this Division shall be paid into and
form part of the Federal Consolidated Fund.

Grounds for refusal for the grant or renewal of Capital Markets Services Licence

64. (1) Where an application is made for the grant or renewal of a Capital Markets
Services Licence under section 60, the Commission may refuse the application on
any of the following grounds:

@)
(b)

(©

(d)
(e)

()

©)

(h)

the application was not made in accordance with section 60;

the applicant has failed to comply with any other requirement of this Act
or any guidelines made under this Act relating to the application;

any information or document that is furnished by the applicant to the
Commission is false or misleading;

the applicant is in the course of being wound up or otherwise dissolved;

execution against the applicant in respect of a judgment debt has been
returned unsatisfied in whole or in part;

a receiver, a receiver and manager or an equivalent person has been
appointed within or outside Malaysia, or in respect of any property of the
applicant;

the applicant has, whether within or outside Malaysia, entered into a
compromise or scheme of arrangement with its creditors, being a
compromise or scheme of arrangement that is still in operation;

the applicant or any of its directors, chief executive, managers or controller—

(i) has been 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 it or he acted fraudulently
or dishonestly;

(i) has been convicted of an offence under the securities laws;

(i)~ has contravened any provision made by or under any written law
appearing to the Commission to be enacted for protecting members
of the public against financial loss due to dishonesty, incompetence
or malpractice by persons concerned in the provision of financial
services or the management of companies;
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(1)

1

(k)

0

(m)

(n)

(iv)  hasengaged in any business practices appearing to the Commission
to be deceitful or oppressive or otherwise improper (whether
unlawful or not) or which otherwise reflect discredit on its or his
method of conducting business;

(v)  has engaged in or has been associated with any other business
practices or otherwise conducted itself or himself in such a way as
to cast doubt on its or his competence and soundness of judgment;
or

(vi)  is an undischarged bankrupt whether within or outside Malaysia;

the Commission has reason to believe that the applicant or any of its
directors, chief executive, managers or controller may not be able to act in
the best interest of its clients having regard to their reputation, character,
financial integrity and reliability;

the Commission is not satisfied as to the financial standing of the applicant
or the manner in which the applicant’s business is to be conducted;

the Commission is not satisfied as to the record of past performance or
expertise of the applicant having regard to the nature of the business which
the applicant may carry on in connection with the holding of the licence;

there are other circumstances which are likely to—

(i) lead to the improper conduct of business by the applicant or by any
of its directors, chief executive, managers or controller; or

(i) reflect discredit on the manner of conducting the business of the
applicant or its controller;

the Commission has reason to believe that the applicant or any of its
directors, chief executive or managers will not carry on the regulated activity
efficiently, honestly or fairly; or

the Commission is of the opinion that it would be contrary to the interests
of the public to grant or renew the licence.

Subject to subsection (3), the Commission shall not refuse an application for a
renewal of a Capital Markets Services Licence without giving the applicant an
opportunity to be heard.

The Commission may refuse an application for the renewal of a Capital Markets
Services Licence on any of the following grounds without giving the applicant an
opportunity to be heard:

(@

the applicant is in the course of being wound up or otherwise dissolved,
whether within or outside Malaysia;



(b)

©

a receiver, a receiver and manager or an equivalent person has been
appointed, whether within or outside Malaysia in respect of any property
of the applicant; or

the applicant or any of its directors, chief executive, managers or its
controller has been convicted of any offence described in subparagraph

1(h)i) or (ii).

Grounds for refusal for the grant or renewal of Capital Markets Services
Representative’s Licence

65.

)

Where an application is made for the grant or renewal of a Capital Markets
Services Representative’s Licence under section 60, the Commission may refuse
the application on any of the following grounds:

@)
(b)

(©

(d)

(e)

()

©)

the application was not made in accordance with section 60;

the applicant has failed to comply with any other requirement of this Act
or any guidelines made under this Act relating to the application;

any information or document that is furnished by the applicant to the
Commission is false or misleading;

the applicant is an undischarged bankrupt whether within or outside
Malaysia;

execution against the applicant in respect of a judgment debt has been
returned unsatisfied in whole or in part;

the applicant has, whether within or outside Malaysia, entered into a
compromise or scheme of arrangement with his creditors, being a
compromise or scheme of arrangement that is still in operation;

the applicant has—

(i) been 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;

(i) been convicted of an offence under the securities laws;

(i) contravened any provision made by or under any written law
appearing to the Commission to be enacted for protecting members
of the public against financial loss due to dishonesty, incompetence
or malpractice by persons concerned in the provision of financial
services or the management of companies or against financial loss
due to the conduct of discharged or undischarged bankrupts;

(iv)  engaged in any business practices appearing to the Commission to
be deceitful or oppressive or otherwise improper (whether unlawful
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or not) or which otherwise reflect discredit on his method of
conducting business; or

(v)  engaged in or has been associated with any other business practices
or otherwise conducted himself in such a way as to cast doubt on
his competence and soundness of judgment;

(h)  the Commission is not satisfied as to the educational or other qualification
or experience of the applicant having regard to the nature of the duties he
is to perform in connection with the holding of the licence;

(i) the Commission has reason to believe that the applicant may not be able
to act in the best interests of the clients of a holder of a Capital Markets
Services Licence having regard to his reputation, character, financial integrity
and reliability;

() the Commission is not satisfied as to the record of past performance or
expertise of the applicant having regard to the nature of the duties which
he may perform in connection with the holding of the licence;

(k) there are other circumstances which are likely to lead to the improper
conduct of business by, or reflect discredit on the manner of conducting
the business of, the applicant or any person employed by or associated
with him for the purpose of his business;

() the Commission has reason to believe that the applicant will not carry on
the regulated activity efficiently, honestly or fairly; or

(m)  the Commission is of the opinion that it would be contrary to the interests
of the public to grant or renew the licence.

(2) Subject to subsection (3), the Commission shall not refuse an application for a
renewal of a Capital Markets Services Representative’s Licence without giving the
applicant an opportunity to be heard.

(3)  The Commission may refuse an application for the renewal of a Capital Markets
Services Representative’s Licence on any of the following grounds without giving
the applicant an opportunity to be heard:

(@)  the applicant is an undischarged bankrupt, whether within or outside
Malaysia; or

(b)  the applicant has been convicted of any offence described in subparagraphs

(M) and ().

Power of Commission to enquire into transactions in respect of securities and
futures contracts

66. (1) In deciding whether to grant or renew a licence, the Commission may enquire
into any transaction involving the purchase or sale of securities or trade in futures
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contracts, entered into or caused to be entered into by the applicant, its directors,
chief executive, managers or controller, whether directly or indirectly, during any
period of twelve months preceding the application for grant or renewal of the
licence, as the case may be, referred to in this section as the “relevant period”, to
ascertain if that person has in such transaction used dishonest, unfair or unethical
devices or trading practices, whether such devices or trading practices constitute
an offence under this Act or otherwise.

(2)  Forthe purposes of subsection (1), the Commission may in such form and within
such time as it may specify by notice in writing, require an applicant for a licence
or the renewal of the licence to submit detailed information of any transaction
involving the purchase or sale of securities or trade in futures contracts during the
relevant period, irrespective of whether the relevant period falls before or after
the date of the coming into operation of this Act.

(3)  In addition to any other penalty that may be imposed under this Act, a person
who fails or refuses to submit information to the Commission within the time
specified in the notice referred to in subsection (2) or who gives false or misleading
information—

(@)  inthe case of an application for the grant of a licence, is liable to have his
application rejected; or

(b)  inthe case of an application for the renewal of a licence, is liable to have
his licence revoked under section 72.

Minimum financial requirements

67. No holder of a Capital Markets Services Licence shall carry on any regulated activity in
respect of its licence without the written consent of the Commission if it does not meet
the minimum financial requirements as may be specified by the Commission or as may
be provided in the rules of a stock exchange or a futures exchange.

Period of licence

68. (1)  Alicence that has been issued in accordance with the provisions in this Division
shall expire twelve months after the date it is issued or on such later date as may
be specified by the Commission in writing.

(2)  Alicence that has been renewed in accordance with the provisions of this Division
shall continue in force for a further period of twelve months or such later date as
may be specified by the Commission, commencing on the date upon which but
for its renewal it would have expired.

Variation of licence
69. (1)  The Commission may, on the application of-
(@)  aholder of a Capital Markets Services Licence, vary its licence by adding or

removing a regulated activity to or from those already specified in the
licence; or
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(5)

(b)  a holder of a Capital Markets Services Representative’s Licence, vary the
name of his principal, on whose behalf he may act and the regulated activity
to which the licence relates.

The Commission may require an applicant to supply the Commission with such
information or documents as it considers necessary in relation to the application.

An application under subsection (1) shall be accompanied by a prescribed
application fee which shall be paid in such manner as may be specified by the
Commission.

The Commission may—

(@)  approve the application subject to such conditions or restrictions as it thinks
fit; or

(b)  refuse the application on any of the grounds set out in subsection 64(1) or
65(1).

The Commission shall not refuse an application under subsection (1) without
giving the applicant an opportunity to be heard.

Deposit to be lodged in respect of Capital Markets Services Licence

70.

70

(1)

A Capital Markets Services Licence to carry on the business of dealing in securities
or fund management shall not be granted or renewed unless the applicant for
the licence has-

(@)  lodged with the Commission at the time of the application for the granting
or renewal of such licence, a deposit in the sum of one hundred and fifty
thousand ringgit or such other sum as the Minister may prescribe in
regulations made under subsection (4); or

(b)  entered into an insurance contract for the indemnification of claims
made against the applicant up to an amount of one hundred and fifty
thousand ringgit or such other sum as the Minister may prescribe.

Subsection (1) shall not apply to a holder of a Capital Markets Services Licence
who carries on the business of dealing in securities and who is a participating
organisation.

A deposit required by subsection (1) shall be in cash or in such other form as the
Commission may allow.

A deposit lodged under subsection (1) shall be applied by the Commission in
accordance with the regulations made under this Act.

For the purposes of this section, the Minister may prescribe in the regulations
different amounts of deposit or extent of insurance coverage for different holders
or classes of holders of a Capital Markets Services Licence who carry on the business
of dealing in securities or fund management.



False statements in relation to application for grant, renewal or variation of
licence

71.  Aperson who, in connection with an application for the grant, renewal or variation of a
licence, makes a statement that is false or misleading in a material particular knowing it
to be false or misleading or wilfully omits to state any matter or thing without which the
application is misleading in a material respect commits an offence and shall, on conviction,
be liable to a fine not exceeding one million ringgit or to imprisonment for a term not
exceeding five years or to both.

Revocation and suspension of licence
72. (1)  Alicence shall be deemed to be revoked-

(@  inthe case of a holder of a Capital Markets Services Licence, if the holder
is wound up or otherwise dissolved, whether within or outside Malaysia;
and

(b)  inthe case of a holder of a Capital Markets Services Representative’s Licence,
if the representative dies.

(2)  The Commission may revoke a licence—
(@  inthe case of a holder of a Capital Markets Services Licence, if-

(i) there exists a ground on which the Commission may refuse an
application under subsection 64(1);

(i) the holder fails or ceases to carry on the business in all or any of the
regulated activities for which it was licensed for a consecutive period
of three months;

(i) the holder contravenes any condition or restriction in respect of its
licence or any direction issued to it by the Commission under this
Act; or

(iv)  the holder contravenes any of the rules of the stock exchange, futures
exchange, approved clearing house or central depository which is
binding upon it:

Provided that in the case of a holder of a Capital Markets Services Licence
who carries on the business of dealing insecurities or trading in futures
contracts, the licence may only be revoked with the concurrence of the
Minister; or

(b)  inthe case of a holder of a Capital Markets Services Representative’s Licence,
if—

(i) there exists a ground on which the Commission may refuse an
application under subsection 65(1);
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(ii) he fails or ceases to act as a representative in respect of all or any of
the regulated activities for which he was licensed,;

(i) the licence of his principal is revoked; or

(iv)  the holder contravenes any condition or restriction in respect of his
licence or any direction issued to him by the Commission under this
Act.

Where subsection (2) applies, the Commission may, if it considers it desirable to
do so-

(@)  suspend a licence for a specific period instead of revoking it under subsection
(2); and

(b)  atany time extend or revoke the suspension:

Provided that in the case of a holder of a Capital Markets Services Licence who
carries on the business of dealing in securities or trading in futures contracts, the
licence may only be suspended with the concurrence of the Minister.

Subject to subsection (5), the Commission shall not revoke or suspend a licence
under subsection (2) or (3) without giving the licensed person an opportunity to
be heard.

The Commission may revoke or suspend a licence without giving the licensed
person an opportunity to be heard—

(@)  inthe case of a holder of a Capital Markets Services Licence, on any of the
following grounds:

(i) the holder is in the course of being wound up or otherwise dissolved,
whether within or outside Malaysia;

(i) areceiver, a receiver and manager or an equivalent person has been
appointed, whether within or outside Malaysia in respect of any
property of the holder; or

(i) the holder or any of its directors, chief executive, managers or
controller has been convicted of any offence described in
subparagraph 64(1)(h)i) or (ii); or

(b) in the case of a holder of a Capital Markets Services Representative’s Licence,
on any of the following grounds:

(i) the holder is an undischarged bankrupt, whether within or outside
Malaysia; or

(i) the holder has been convicted of any offence described in
subparagraph 65(1)(g)i) or (ii).



Without prejudice to subsections (2) and (3), the Commission may, on any ground
described in subsection (2), impose any restriction on the activities of a licensed
person to which its licence relates and such restriction may be permanent or be
made for such period as may be determined by the Commission.

The Commission shall not impose any restriction under subsection (6) without
giving the licensed person an opportunity to be heard.

Where the Commission has revoked or suspended a Capital Markets Services
Licence or imposed restrictions on a holder of a Capital Markets Services Licence,
such holder shall immediately inform all its representatives by notice in writing of
such revocation, suspension or imposition of a restriction.

A person whose licence is revoked or suspended under this section shall, for the
purposes of this Division, be deemed not to be licensed from the date that the
revocation or suspension takes effect, as the case may be.

A person who-
(@)  carries on a regulated activity after its licence has been revoked;

(b)  carries on a regulated activity while its licence has been suspended or is in
breach of a restriction imposed under subsection (6); or

(c) contravenes subsection (8),

commits an offence and shall, on conviction, be liable to a fine not exceeding
five million ringgit or to imprisonment for a term not exceeding ten years or to
both, and in the case of a continuing offence, to a further fine not exceeding
five thousand ringgit for every day or part thereof during which the offence
continues after conviction.

Effect of revocation, suspension or expiry of licence, etc.

73.

)

A revocation, suspension or expiry of a licence or the imposition of a restriction
on a licence shall not operate so as to—

(@)  avoid or affect any agreement, transaction or arrangement relating to the
regulated activities entered into by such person, whether the agreement,
transaction or arrangement was entered into before or after the revocation,
suspension or expiry of the licence or the imposition of restriction on the
licence, as the case may be; or

(b)  affect any right, obligation or liability arising under any such agreement,
transaction or arrangement.

Where any licence is revoked or suspended or has expired under this Division, the

Commission may by notice in writing permit the holder of a Capital Markets
Services Licence to-
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(@)  inthe case of a revocation, carry on business operations for the purpose of
closing down the business connected with the revocation;

(b)  inthe case of a suspension, carry on only essential business operations for
the protection of interests of clients of the licensed person during the period
of suspension; or

(c) in the case of an expiry, carry on such business activity as the Commission
may approve for the protection of the interest of clients of the person who
held the Capital Markets Services Licence before such expiry,

subject to such conditions as the Commission may specify in the notice.

Notification of disqualifying event

74. (1)

3)

A licensed person shall, immediately after the happening of an event that is a
ground on which the Commission may revoke licence under—

(@) subsection 64(1) or 65(1);

(b)  subparagraph 72(2)(@)i), (ii), (iii) or (iv); or

(c)  subparagraph 72(2)(b)), (ii), (iii) or (iv),

give to the Commission written notice setting out the particulars of the event.
Subject to subsection (1), it shall be a defence for a licensed person who is required
to give notice under subsection (1) if it is proved that when the requirement arose

the licensed person was unaware of the event that gave rise to the requirement.

A person who contravenes subsection (1) commits an offence.

Appointment, election and nomination of directors and chief executive of
licensed person, etc.

75. (1)

74

A person may be appointed, elected or nominated as a director of a holder of a
Capital Markets Services Licence only if the person is a fit and proper person
where none of the grounds set out in paragraph 65(1)(d), (e), (), (), (i), (j) or (k)
would prevent him from holding such office.

A person may be appointed as a chief executive of a holder of a Capital Markets
Services Licence only if the person is a fit and proper person where none of the
grounds set out in paragraph 65(1)(d), (e), (f), (@), (i), (j) or (k) would prevent him
from holding such office.

A holder of a Capital Markets Services Licence shall give the Commission written
notice in such form and manner as may be specified by the Commission of the
appointment, election or nomination to the office of the director or chief executive.



(1)

A director or chief executive whose name has been notified to the Commission
under subsection (3) and who subsequently becomes aware that he does not
meet the fit and proper criteria referred to under subsection (1) shall immediately
inform the Commission.

Where a holder of a Capital Markets Services Licence becomes aware that any of
its directors or chief executive does not meet the fit and proper criteria referred to
under subsection (1), such holder shall immediately upon becoming aware of
such disqualification, inform the Commission.

A person shall be disqualified from holding the office of a director or chief executive
of a holder of a Capital Markets Services Licence, as the case may be, if any of the
grounds set out in paragraph 65(1)(d), (&), (), (), (i), () or (k) is applicable.

A holder of a Capital Markets Services Licence shall ensure that no person holds
office as a director or chief executive, as the case may be, if subsection (6) applies.

Where a holder of a Capital Markets Services Licence contravenes the requirement
of subsection (7), the Commission may direct such holder to remove the director
or chief executive, as the case may be, within such period as may be specified in
such direction.

Notwithstanding the provision of any other written law, the holder of a Capital
Markets Services Licence shall within the period specified in the direction given
under subsection (8), remove such director or chief executive, as the case may be,
and shall take such steps as may be necessary to inform the shareholders of such
holder and the Registrar of Companies, where applicable, of such removal.

The removal of a director or chief executive, as the case may be, in accordance
with the direction given under subsection (8) shall take effect from the date of
the receipt by the director or chief executive, as the case may be, of the notification
of removal given by the holder of a Capital Markets Services Licence,
notwithstanding the provisions of any other written law or the memorandum of
association or articles of association of such holder or any agreement between
the holder and such director or chief executive.

A person who contravenes this section or a direction issued under subsection (8)
commits an offence.

Registered persons

76.

)

A person is a registered person for the purposes of subsection 58(1) where such
person is—

(@  specified to be a registered person in Schedule 4;
(b)  registered under subsection (2);

() registered with a recognised self-regulatory organisation under section 323;
or
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(d) registered with a body that is approved by the Commission.

The Commission may on the application made by any person referred to in
paragraph (1)(b) register such person for one or more regulated activities.

Any registration under Part 2 of Schedule 4, paragraphs (1)(b), (c) and (d) shall be
subject to such terms and conditions as the Commission may impose, and the
Commission may at any time, by notice in writing served on the registered person
concerned, amend or revoke any such condition or impose new conditions.

Where the Commission by notice in writing amends or revokes any term or
condition or imposes any new condition under subsection (3), the amendment,
revocation or imposition shall take effect at the time of the service of the notice
or at such time specified in the notice, whichever is the later.

In respect of registered persons referred to in paragraph (1)(a@) as specified in the
third column of Part 1 of Schedule 4, the registered person shall comply with any
guideline issued by the Commission under section 377 in respect of the carrying
on of the particular regulated activity by the registered person.

In respect of persons referred to in paragraph (1)(a), the following shall apply:

(@)  registered persons specified in the third column of Part 1 of Schedule 4
may only carry on the regulated activities specified in the second column
of Part 1 of Schedule 4;

(b)  registered persons specified in the third column of Part 2 of Schedule 4
may only carry on the regulated activities specified in the second column
of Part 2 of Schedule 4;

(c)  to the extent that such registered persons carry on the regulated activities
specified in the second column of Part 1 of Schedule 4-

(i) the provisions under sections 91, 92, 93 and 97 and any regulation
or guideline made pursuant to these sections shall apply to such
registered persons with the necessary modifications as may be
applicable;

(i) theindividuals employed by such registered persons to carry on the
regulated activities shall be fit and proper persons as may be
determined by the relevant authority;

(i) theregistered person shall maintain a register containing the names
of the individuals referred to in subparagraph (ii) in such form and
manner as may be specified by the relevant authority; and

(iv)  subject to subsection (5), the relevant authority may authorise in writing
any person as an authorised person for the purposes of ensuring
compliance by a registered person who is specified in Part 1 of Schedule
4 with the provisions of sections 91, 92, 93 and 97 and any regulation
or guideline made pursuant to aforementioned sections.



(7)  For the purposes of subsection (6), an authorised person may—
(@)  require a registered person to furnish him with any information that the
authorised person may require to determine whether the registered person
has complied with the provisions referred to in subparagraph (6)(c)(i); or

(b)  require the registered person to take such steps as are necessary to ensure
compliance with the provisions referred to in subparagraph (6)(c)().

(8) A registered person referred to in paragraph (6)(a) shall comply with any
requirement made under subsection (7).

(9)  The Commission may withdraw the registration accorded to any person registered
under subsection (2) or any registered person referred to in Part 2 of Schedule 4
if it is necessary for the protection of investors or public interest or for the
maintenance of an orderly market or if any term and condition imposed under
subsection (3) has not been complied with.

(10)  The Commission shall not withdraw the registration under subsection (9) without
giving the registered person an opportunity to be heard.

(11) For the purposes of this section, the term "relevant authority" refers to Bank
Negara.

Register of licence holders

77. (1)  The Commission shall keep in such form as it thinks fit a register of the holders of
current licences, specifying—

(@)  inrelation to each holder of a Capital Markets Services Licence—
(i) its name;

(i)~ where the holder is a corporation, the names of the directors and
the secretary of the corporation;

(i) the address of the principal place of business and any branch at
which it carries on the business; and

(iv)  where the business is carried on under a name or style other than
the name of the holder of the licence, the name or style under
which the business is carried on; and

(b)  inrelation to a holder of a Capital Markets Services Representative’s Licence—

(i) his name;

(i) the name of the holder of the Capital Markets Services Licence in

relation to whom the Capital Markets Services Representative’s
Licence was issued; and
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(€)

(i) where the business of that holder of the Capital Markets Services
Licence is carried on under a name or style other than the name of
the holder of the Capital Markets Services Licence, the name or
style under which that business is carried on; and

(c) such other information as the Commission thinks relevant.

The Commission shall remove from the register every entry relating to any person
who ceases to be licensed under this Division.

A person may, upon payment of the prescribed fee, inspect and take extracts
from the register kept under subsection (1).

Notification of change of particulars

78.

M

Where-

(@)  the holder of a Capital Markets Services Licence ceases to carry on the
business to which the licence relates;

(b)  the holder of a Capital Markets Services Representative’s Licence ceases to
be a representative of the Capital Markets Services Licence holder in relation
to whom the Capital Markets Services Representative’s Licence was issued,
and the licence has not been varied under section 69;

(c)  achange occurs in any information required to be entered in the register
of licence holders under section 77; or

(d)  a change occurs in the information submitted to the Commission in
accordance with subsection 60(1) or (3),

the holder of the licence shall, not later than fourteen days after the occurrence
of the event concerned, give to the Commission, in the specified form, particulars
in writing of the event concerned.

Where a licensed person ceases to carry on the business in all or any of the
regulated activities to which the licence relates, it shall return the licence to the
Commission within fourteen days of the date of the cessation.

Publication of names and addresses

79.

78

)

The Commission shall cause to be published in such form and manner as the
Commission thinks fit, a list of the names and addresses of all holders of a Capital
Markets Services Licence.

The information required to be published under subsection (1) shall be published
at least once in each year.

If the Commission at any time amends any register kept by it under section 77 by
adding or removing the name of a holder of a Capital Markets Services Licence,
the Commission shall cause particulars of the amendments to be published.



Appeals
80. (1)  Where the Commission—
(@)  refuses to grant or renew a licence under subsection 64(1) or 65(1);
(b)  refuses to vary a licence under paragraph 69(4)(b);or
() revokes or suspends a licence under section 72,
the person who is aggrieved by the decision of the Commission may within
fourteen days after the person has been notified of the decision of the Commission,

appeal to the Minister whose decision shall be final.

(2)  Subsection (1) shall not apply to the holder of a Capital Markets Services Licence
who carries on the business of dealing in securities or trading in futures contracts.

(3)  Where an appeal is to be made to the Minister under subsection (1), the decision
of the Commission under section 64, 65, 69 or 72, as the case may be, shall not
take effect until the appeal is disposed of by the Minister.

(4)  On an appeal against the decision of the Commission under subsection (1), the
Minister may—

(@)  affirm the decision of the Commission;
(b)  set aside the decision of the Commission; or

(c) set aside the decision of the Commission and make a decision in substitution
for that decision.

Surrender of licence

81. (1)  Subject to subsection (2), a licensed person may surrender the licence by sending
it to the Commission together with a written notice of its surrender.

(2)  The surrender of a licence shall not take effect until the Commission is satisfied
that adequate arrangements have been made to meet all the liabilities and
obligations of the licensed person that are outstanding at the time when the
notice of surrender was given by the licensed person.

(3)  Asurrender of a licence made under subsection (1) shall not operate so as to—
(@)  avoid or affect any agreement, transaction or arrangement relating to the
regulated activities entered into by such person, whether the agreement,
transaction or arrangement was entered into before or after the surrender

of the licence; or

(b)  affect any right, obligation or liability arising under any such agreement,
transaction or arrangement.
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The Commission shall cause to be published as soon as may be practicable a
notice of every surrender of a licence under subsection (1), but any delay in
publishing such notice or failure to publish it shall not affect the validity of the
surrender.

DIVISION 2

Records

Application of this Division

82. (1)

This Division applies to a person who is—
(@)  alicensed person who carries on the business of dealing in securities;
(b)  alicensed person who carries on the business of fund management;

(c)  alicensed person who carries on the business of advising on corporate
finance;

(d)  alicensed person who carries on the business of investment advice;
(e)  alicensed person who carries on the business of financial planning;
f) a financial journalist; or

()  anauthorised depository agent appointed under section 13 of the Securities
Industry (Central Depositories) Act 1991.

In this Division, “financial journalist” means a person who is not a licensed
person and, in the course of the person’s business or employment contributes
advice, or prepares analyses or reports, about securities for publication—

(@)  in anewspaper or periodical;

(b) in the course of or by means of transmissions made by means of an
information service; or

(c)  insound recordings, video recordings or data recordings.
In this Division, a reference to securities is a reference to the securities of a

corporation or to the securities which are quoted or dealt in on a stock exchange
in Malaysia, as the case may require.

Register of securities

83. (1)

80

Any person referred to in subsection 82(1) shall maintain a register in the specified
form of the securities in which he has an interest.



(5)

The register required to be kept under this Division shall be kept at such place
within Malaysia as may be nominated by the person referred to in subsection (1)
for the purposes of this Division provided that such person shall notify the
Commission in writing after beginning to keep the register.

A person referred to in subsection 82(1) shall enter in the register, particulars of
the securities in which he has interest and particulars of his interest in those
securities within seven days after the date of the acquisition.

Where there is a change, not being a prescribed change, in the interest in securities
of a person referred to in subsection 82(1), he shall-

(@)  enterin the register full particulars of the change including the date of the
change and the circumstances by reason of which that change has occurred,;
and

(b)  the entry shall be made within seven days after the date of the change.

For the purposes of subsection (4), where a person acquires or disposes of securities,
there shall be deemed to be a change in the interest of that person.

Notice of particulars to Commission

84. (1)

(5)

Any person referred to in subsection 82(1) shall give notice to the Commission in
such form as may be specified containing such information as may be specified
including the place at which he will keep the register of his interest in securities.

The notice shall be given—

(@)  inthe case of a person who is required by this Act to hold a licence, as part
of his application for the licence; or

(b)  inthe case of any other person, if the person becomes a person referred to
in subsection 82(1), within fourteen days from the date of his becoming
such a person.

The notice shall be so given notwithstanding that the person has ceased to be a
person referred to in subsection 82(1), before the expiration of the period referred
to in subsection (2).

A person who ceases to be a person referred to in subsection 82(1) shall give
notice to the Commission of his so ceasing in the specified form within fourteen
days of his so ceasing.

A person who fails to give notice as required by this section commits an offence.

Defence to a prosecution

85. (1)

It is a defence to a prosecution for contravening or failing to comply with section
83 or 84, if the defendant proves that his failure was due to his not being aware
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of a fact or occurrence, the existence of which was necessary to constitute the
offence, and that-

(@) he was not so aware on the date of the summons;

(b)  he became so aware less than fourteen days before the date of the
summons; or

(c)  he became so aware not less than fourteen days before the date of the
summons and complied with the relevant section within such time as may
be prescribed after becoming so aware.

(2)  For the purposes of subsection (1), a person shall conclusively be presumed to
have been aware of a fact or occurrence at a particular time of which an employee
or agent of the person being an employee or agent having duties or acting in
relation to his employer’s or principal’s interest in the securities concerned, was
aware at that time.

Production of register

86. (1)  The Commission may require any person referred to in subsection 82(1) to produce
for inspection the register required to be kept pursuant to section 83 and the
Commission may make a copy of or make extracts from the register.

(2) A person who fails to produce a register for inspection or fails to allow the
Commission to make a copy of or make extracts from the register commits an
offence.

Particulars of financial journalists

87. (1)  The Commission may by notice in writing require the proprietor, publisher or
producer of a newspaper, periodical, information service or sound, video or
data recording to supply the Commission with the name and address of the
financial journalist who has contributed any advice or prepared any analysis
or report that has been published or broadcasted in a newspaper, periodical,
information service or sound, video or data recording owned, published or
broadcasted by that proprietor, publisher or producer or with the names and
addresses of all the financial journalists who have contributed any such advice or
prepared any such analysis or report within a period as may be specified in the
notice.

(2)  Aproprietor, publisher or producer of a newspaper, periodical, information service
or sound, video or data recording who contravenes a notice under subsection (1)
commits an offence.

Commission may supply copy of the extract of a register

88. The Commission may, upon receipt of the prescribed fee, supply to any person a copy of
the extract of a register obtained pursuant to section 86.
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DIVISION 3
Conduct of Business

Subdivision 1 — General

Certain representation prohibited

89.

)

()

A licensed person shall not represent or imply, or knowingly permit to be
represented or implied in any manner to another person that the abilities or
qualifications of such licensed person have in any respect been approved by the
Commission.

A mere representation that a person is the holder of a Capital Markets Services
Licence is not a contravention of this section.

Issue of contract notes

90.

)

The Minister may make regulations under subsection 378(3) with respect to the
issuance of contract notes to clients of a holder of a Capital Markets Services
Licence.

A holder of a Capital Markets Services Licence referred to in subsection (1) shall
comply with the requirements of the regulations made by the Minister in relation
to contract notes.

A holder of a Capital Markets Services Licence who contravenes any requirement
of the regulations in relation to contract notes commits an offence and shall, on
conviction, be liable to a fine not exceeding three million ringgit or to imprisonment
for a term not exceeding five years or to both.

Disclosure of certain interests in securities

91.

(M

Where a licensed person sends circulars or other similar written communications
in which he made a recommendation, whether expressly or by implication, with
respect to any securities, or class of securities, the licensed person shall cause to
be included in each circular or other communication, in type not less legible than
that used in the remainder of the circular or other communication, a concise
statement of the nature of any relevant interest in, or any interest in the acquisition
or disposal of, those securities or securities included in that class that the licensed
person or a person associated with him has at the date on which the licensed
person last sends the circular or other communication.

It is a defence to a prosecution for an offence against subsection (1) in relation to
a failure to include in a circular or other communication a statement of the nature
of a relevant interest in, or an interest in the acquisition or disposal of, securities
or securities included in a class of securities, being a relevant interest or an interest
of the defendant or of a person associated with the defendant, if the defendant
establishes that, at the time at which the circular or other communication was
sent, he was not aware and could not reasonably be expected to have been
aware that—
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(@)  hehadarelevantinterestin, or an interest in the acquisition or disposal of,
those securities or securities included in that class; or

(b)  the person associated with him had a relevant interest in, or an interest in
the acquisition or disposal of, those securities or securities included in that
class,

as the case may be.
For the purposes of subsections (1) and (2)-

(@)  aninterest of a person in the disposal of securities includes any financial
benefit or advantage that will, or is likely to, accrue directly or indirectly to
the person upon or arising out of the disposal of the securities;

(b)  without limiting the generality of the foregoing, a person who has entered
into an underwriting agreement in respect of securities shall be deemed to
have an interest in the acquisition or disposal of those securities; and

(c)  notwithstanding the provisions of section 3, a person is not associated
with another person in relation to the sending of a circular or other
communication or the making of a recommendation by reason only that
he is a director of a body corporate of which the other person is also a
director, whether or not the body corporate carries on a business of dealing
in securities, unless the person and the other person are acting jointly, or
otherwise acting together or under or in accordance with an arrangement
made between them, in relation to the sending of the circular or
communication or the making of the recommendation.

Where-

(@)  a person has subscribed for or purchased securities for the purpose of
offering all or any of them for purchase; and

(b)  the person offers any of those securities for purchase,

the person shall not make a recommendation, whether orally or in writing and
whether expressly or by implication, with respect to the securities offered for
purchase unless he has informed each person to whom the recommendation is
made that he acquired the securities for that purpose.

Where—

(a) securities have been offered for subscription or purchase; and

(b)  aperson has subscribed for or purchased or is or will or may be required to
subscribe for or purchase, any of those securities under an underwriting

agreement by reason that some or all of the securities have not been
subscribed for or purchased,



the person shall not, during the period of ninety days after the close of the offer,
make an offer to sell those securities, otherwise than in the ordinary course of
trading on a stock market, or make a recommendation with respect to those
securities unless the offer or recommendation contains or is accompanied by a
statement to the effect that the offer or recommendation relates to securities
that he has acquired, or is or will or may be required to acquire, under an
underwriting agreement by reason that some or all of the securities have not
been subscribed for or purchased.

For the purposes of subsection (5), “underwriting” includes subunderwriting.

A licensed person shall not send to a person a circular or other communication or
written offer or recommendation to which subsection (1), (4) or (5) applies unless
the circular or other communication or the offer or recommendation—

(@)  where the licensed person is a natural person, is signed by the licensed
person;

(b)  where the licensed person is a natural person who carries on business in
partnership, is signed by a partner in the partnership in his own name or in
the name of the partnership;

(c)  where the licensed person is a natural person who carries on business in a
corporation, is signed by a director, an executive officer or the secretary of
the corporation; or

(d)  where the licensed person is a corporation, is signed by a director, an
executive officer or the secretary of the corporation.

Where a licensed person sends to a person a circular or other communication or
a written offer or recommendation to which subsection (1), (4) or (5) applies, the
licensed person shall preserve a copy of the circular or other communication, or
of a written offer or recommendation, duly signed by the person concerned, for
a period of seven years.

A reference in this section to an offer of securities shall be construed as including
a reference to a statement, however expressed, that is not an offer but expressly
or impliedly invites a person to whom it is made to offer to acquire securities.

For the purposes of this section, a circular or other communication or a written
offer or recommendation sent to a person shall-

(@)  where it is signed by a person in partnership, be deemed to have been
sent by each of the partners in the partnership; or

(b)  where it is signed by a director, an executive officer or the secretary of a
corporation, be deemed to have been sent by the corporation.

The Commission may, with the approval of the Minister if it is not detrimental to

the interest of investors, exempt in writing any securities or persons or class of
securities or persons from this section.
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(12)

A person who contravenes this section commits an offence and shall, on conviction,
be liable to a fine not exceeding one million ringgit or to imprisonment for a term
not exceeding ten years or to both.

Recommendations by licensed person

92.

86

(M

A licensed person shall not make a recommendation with respect to any securities
or futures contracts to a person who may reasonably be expected to rely on the
recommendation without having a reasonable basis for making the
recommendation to the person.

For the purposes of subsection (1), a licensed person does not have a reasonable
basis for making a recommendation to a person unless—

(@)  the licensed person has, for the purposes of ascertaining that the
recommendation is appropriate, taken all practicable measures to ascertain
that the information possessed and relied upon by the licensed person
concerning the investment objectives, financial situation and particular
needs of the person is accurate and complete;

(b)  the licensed person has given such consideration to, and conducted such
investigation of, the subject matter of the recommendation as may be
reasonable in all the circumstances; and

(c)  the recommendation is based on such consideration and investigation.
A licensed person who contravenes subsection (1) does not commit an offence.

Where the licensed person contravenes subsection (1) or section 91 by making a
recommendation to a person and-

(@)  the person, in reliance on the recommendation, does a particular act or
refrains from doing a particular act;

(b) itisreasonable, having regard to the recommendation and all other relevant
circumstances, for the person to do that act or to refrain from doing that
act, as the case may be, in reliance on the recommendation; and

(c)  the person suffers loss or damage as a result of doing that act or refraining
from doing that act,

the licensed person shall be liable to pay damages to the person in respect of that
loss or damage.

A licensed person shall not be liable under subsection (4) if it is proved that a
reasonable person in the circumstances could be expected to have done or omitted
to do, as the case may be, that act in reliance on the recommendation even if a
licensed person had complied with that section in relation to the recommendation.



(7)

In the case of a contravention of subsection (1), a licensed person shall not be
liable if it is proved that the recommendation was, in all circumstances, appropriate
having regard to the information that, when making the recommendation, the
licensed person had about the client’s investment objectives, financial situation
and particular needs.

In this section, a reference to the making of a recommendation is a reference to
the making of a recommendation whether expressly or by implication.

Priority given to client’s order

93.

M

Except as permitted by subsection (2)-

@) the holder of a Capital Markets Services Licence who carries on the business
of dealing in securities or fund management when acting as principal or
on behalf of a person associated with or connected to the holder; or

(b)  a representative of a holder of a Capital Markets Services Licence when
acting for his own account or on behalf of a person associated with or
connected to the representative,

shall not enter into a transaction of purchase or sale of securities that are permitted
to be traded on the stock market of a stock exchange if a client of that holder or
representative who is not associated with or connected to the holder or
representative, has instructed the holder or representative to purchase or sell,
respectively, securities of the same class and the holder or representative has not
complied with the instruction.

Subsection (1) shall not apply in relation to the entering into of a transaction by
the holder of a Capital Markets Services Licence who carries on the business of
dealing in securities or fund management as principal or on behalf of a person
associated with or connected to the holder, or by a representative of such a
holder for his own account or on behalf of a person associated with or connected
to the representative, if—

(@)  the instructions from the client of such holder required the purchase or
sale of securities on behalf of the client to be effected only on specified
conditions relating to the price at which the securities were to be purchased
or sold and the holder or a representative of the holder has been unable to
purchase or sell the securities by reason of those conditions; or

(b)  the transaction is entered into in prescribed circumstances.
A person who contravenes this section commits an offence and shall, on conviction,

be liable to a fine not exceeding one million ringgit or to imprisonment for a term
not exceeding five years or to both.

Dealings by employees of holders of licences or participating organisations

94.

)

A holder of a Capital Markets Services Licence and an employee of such holder

87



shall not, as principal, jointly purchase or subscribe for, or agree to purchase or
subscribe for, any securities.

A holder of a Capital Markets Services Licence shall not give any credit to its
employee or to a person who, to the knowledge of such holder, is associated
with such an employee if-

(@)  the credit is given for the purpose of enabling or assisting the person to
whom the credit is given to purchase or subscribe for any securities; or

(b)  the person giving the credit knows or has reason to believe that the credit
will be used for the purpose of purchasing or subscribing for securities.

A person who is an employee of a participating organisation shall not, as principal,
purchase or agree to purchase any securities or rights or interests in securities
unless the participating organisation acts as the agent of the person in respect of
the transaction.

A person who contravenes this section commits an offence and shall, on conviction,
be liable to a fine not exceeding one million ringgit or to imprisonment for a term
not exceeding five years or to both.

Duty to furnish Commission with such returns and information as Commission

requires

95.

(M

A holder of a Capital Markets Services Licence shall furnish such returns
and provide such information relating to its business as the Commission may
require.

The Commission may specify that any information required under subsection (1)
shall be submitted within such period, at such intervals, in such manner or in
such form as the Commission may specify.

Additional obligations on licensed persons

96.

88

(1)

In addition to the requirements imposed on licensed persons under this Act, the
Commission may impose—

(@)  inthe case of licensed persons generally, or any class of licensed persons;
or

(b)  in the case of any particular licensed person, by written direction given to
the person,

any further requirements that the Commission considers appropriate with respect
to the conduct or the financial affairs of such licensed persons.

A licensed person shall comply with any requirement imposed under subsection

(1).



3)

A person who contravenes this section commits an offence and shall, on conviction,
be liable to a fine not exceeding one million ringgit or to imprisonment for a term
not exceeding five years or to both.

Subdivision 2 — Securities

Dealings as principal

97.

(M

Subject to subsection (4), a holder of a Capital Markets Services License who
carries on the business of dealing in securities shall not, as principal, deal in any
securities with a person who is not such a holder unless the holder first informs
such person that the holder is acting in the transaction as principal and not as
agent.

A reference in this section to a holder of a Capital Markets Services License who
carries on the business of dealing insecurities as principal includes a reference to
a person—

(@)  dealing or entering into a transaction on behalf of a person associated
with such holder;

(b)  dealing in securities on behalf of a corporation in which it has a controlling
interest; or

(c)  where it carries on a business of dealing in securities on behalf of a
corporation in which its interest and the interests of its directors together
constitute a controlling interest.

A holder of a Capital Markets Services Licence who carries on the business of
dealing in securities, who as principal, deals in securities with a person who is not
such a holder shall state in the contract note that the holder is acting in the
transaction as principal and not as agent.

Subsection (1) shall not apply to a transaction of sale or purchase of an odd lot of
securities entered into by a holder of a Capital Markets Services Licence who is a
participating organisation and specialises in transactions relating to odd lots of
securities.

Where a holder of a Capital Markets Services Licence who carries on the business
of dealing in securities contravenes subsection (1) or (3) in respect of a contract—

(@)  for the sale of securities by the holder, the purchaser of the securities may,
if he has not disposed of them, rescind the contract by a notice of rescission
in writing given to the holder not later than fourteen days after the receipt
of the contract note or on becoming aware of the contravention of
subsection (1) or (3), whichever is the later; or

(b)  for a purchase of securities by the holder, the vendor of the securities may
rescind the contract by a notice of rescission in writing given to the holder
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not later than fourteen days after the receipt of the contract note or on
becoming aware of the contravention of subsection (1) or (3), whichever is
the later.

Any right of action that is conferred on a purchaser or vendor under subsection
(5) is in addition to any right that such purchaser or vendor has under any other
law.

A person who contravenes this section commits an offence and shall, on conviction,
be liable to a fine not exceeding one million ringgit or to imprisonment for a term
not exceeding ten years or to both.

Shortselling

98.

90

(M

Subject to this section and any regulations that may be made, a person shall not
sell securities unless, at the time when he sells them-

(@)  he has or, where he is selling as agent, his principal has; or

(b)  he believes on reasonable grounds that he has, or where he is selling as
agent, his principal has,

a presently exercisable and unconditional right to vest the securities in a purchaser
of the securities.

A person who contravenes subsection (1) commits an offence and shall, on
conviction, be liable to a fine not exceeding five million ringgit or to imprisonment
for a term not exceeding ten years or to both.

For the purposes of subsection (1)-

(@)  a person who, at any particular time, has a presently exercisable and
unconditional right to have securities vested in him or in accordance with
his directions shall be deemed to have at that time a presently exercisable
and unconditional right to vest the securities in another person; and

(b)  aright of a person to vest securities in another person shall not be deemed
not to be unconditional by reason only of the fact that the securities are
charged or pledged in favour of another person to secure the repayment
of monies.

Subsection (1) shall not apply in relation to—

(@)  asale of securities by the holder of a Capital Markets Services Licence who
carries on the business of dealing in securities who specialises in transactions
relating to odd lots of securities, being a sale made by him as principal
solely for the purpose of-

(i) accepting an offer to purchase an odd lot of securities; or



(b)

©

(d)

(e)

(i) disposing of securities that are less than one marketable parcel of
securities by means of the sales of one marketable parcel of those
securities;

a sale of securities by a person who before the time of sale has entered
into a contract to purchase those securities and who has a right to have
those securities vested in him that is conditional only upon all or any of the
following:

(i) payment of the consideration in respect of the purchase;

(i) the receipt by him of a proper instrument of transfer in respect of
the securities; or

(i) the receipt by him of the documents that are, or are documents of
title to, the securities;

a sale of securities where—
(i) the securities are included in a class of securities in relation to which
there is a provision in the rules of the stock exchange to the effect

that the class is a class of securities to which this paragraph applies;

(i)  the sale is made as may be provided by the rules of the stock
exchange; and

(i) at the time of the sale, neither the person who sold the securities,
nor any person on behalf of whom the first-mentioned person sold
the securities, was an associate, in relation to the sale, of the body
corporate that issued or made available the securities;

a sale of securities which are permitted by Bank Negara to be transacted in
the short-term money market;

a sale of securities—

(i) of such class or category; or

(i) which is transacted in such manner or under such circumstances,
as may be prescribed by the Minister; and

the making or trading of a futures contract, or anything done in relation

thereto, on the futures market of an futures exchange or on an exempt
futures market.

For the purposes of this section, a “marketable parcel” in relation to securities
that are listed for quotation on the stock market of a stock exchange, means a
marketable parcel of those securities within the meaning of the rules of that
stock exchange.
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A person who instructs a holder of a Capital Markets Services Licence who carries
on the business of dealing in securities to effect a sale of securities to which
subsection (1) would apply but for paragraph (4)(c) shall, at the time of giving the
instruction, inform the holder that the sale is a short sale.

A person who, on a stock market of a stock exchange, effects, whether as principal
or agent, a sale of securities to which subsection (1) would apply but for paragraph
(4)(c) shall cause to be endorsed on any document evidencing the sale that is
given to the person who, whether as principal or agent, purchases the securities
a statement that the sale was a short sale.

For the purposes of this section, where a person—

(@)  purports to sell securities;

(b)  offers to sell securities;

(c)  holds himself out as entitled to sell securities; or

(d)  instructs a holder of a Capital Markets Services Licence who carries on the
business of dealing in securities to sell securities,

he shall be deemed to sell the securities.

Subdivision 3 — Futures contracts

Trading in futures contracts on own account

99.

92

(M

A holder of a Capital Markets Services Licence who carries on the business of
trading in futures contracts shall not, knowingly, take the other side of an order
of a client of such holder in relation to a futures contract unless—

(@)  the client has consented to the holder taking the other side of the order in
relation to the futures contract; or

(b)  intradingin the futures contract on behalf of the client, the holder is to be
taken, for the purposes of this Act, to be trading in the futures contract on
the holder’s own account.

For the purposes of subsection (1), a holder of a Capital Markets Services Licence
who carries on the business of trading in futures contracts takes the other side of
an order of a client of the holder in relation to a futures contract if the holder—

(@)  when trading on the holder’s own account, assumes along position or
short position in relation to the contract; and

(b)  when trading on the instructions of the client, assumes the opposite short
position or long position in relation to the contract.



Documents to be given to prospective clients

100.

(M

The Commission may specify the nature and extent of information to be given to
prospective clients of a holder of a Capital Markets Services Licence who carries
on the business of trading in futures contracts and without limiting the generality
of the foregoing, such specification may include a document that—

(@)  explains the nature of futures contracts;

(b)  explains the nature of the obligations assumed by a person who instructs
a holder of a Capital Markets Services Licence who carries on the business
of trading in futures contracts to enter into a futures contract;

(c)  sets out the risks of trading in futures contracts; and

(d)  details of the essential terms of each kind of futures contract in which the
holder trades on behalf of clients.

A holder of a Capital Markets Services Licence who carries on the business of
fund management in respect of futures contract shall give to its client such
information as may be specified by the Commission.

Trading limits in futures contracts

101.

)

The Commission or a futures exchange with the approval of the Commission
may, by notice in writing from time to time, specify such limits as it considers
necessary on the amount of trading which may be done or positions which may
be assumed by any person under a futures contracts on a futures exchange or
subject to the rules of the futures exchange.

In determining whether a person has exceeded the limits referred to in subsection
(1), the positions assumed and trading done by any persons directly or indirectly
controlled by such a person shall be included with the positions assumed and
trading done by that person.

The limits referred to in subsection (1) upon positions and trading shall apply to
positions assumed, and trading done, by two or more persons acting pursuant to
an express or implied agreement or understanding as if the positions were assumed,
or the trading done, by a single person.

A person shall not directly or indirectly—

(@)  trade or agree to trade in futures contracts on, or subject to the rules of, a
futures exchange in excess of the trading limits specified for a period set
out by the Commission or the futures exchange under this section; or

(b)  assume a long position or a short position under a futures contract of any
class on, or subject to the rules of, a futures exchange in excess of any
position limit specified by the Commission or the futures exchange under
this section with respect to that futures contract.
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This section shall not preclude the Commission or a futures exchange from
specifying different trading or position limits for different types or classes of futures
contracts or different limits for the same type or class of futures contracts traded
for different purposes, different delivery months or different days remaining until
the last day of trading in a futures contract for the purpose of subsection (4).

Reportable positions

102.

(M

The Commission may specify by notice in writing the size of aggregate long or
short positions, or any combination of long and short positions, in relation to a
type or class of futures contracts which—

(@)  may be assumed by a person; or

(b)  may be assumed by a person and any of his associates,

and in excess of which the person or the person and his associate shall report
particulars of their positions to the Commission in the specified form and manner.

A person contravenes this section if he—

(@)  assumes a long or short position the effect of which is to exceed the size
specified by the Commission under subsection (1); and

(b)  does not report particulars of positions assumed by him, or by him and any
of his associates, in the specified form and manner.

Futures contract not gaming or wagering contract

103.

For the purposes of any written law, a futures contract made or traded—

@)
(b)

on the futures market of a futures exchange; or

on an exempt futures market,

or anything done under such a futures contract, shall not be taken to be a gaming or
wagering contract.

Sequence of sending and carrying out of orders

104.

94

(1)

A holder of a Capital Markets Services Licence who carries on the business of
trading in futures contracts shall not instruct another holder to carry out the
instructions of the first-mentioned holder’s client unless the consent of that client
has been obtained.

Subject to subsection (3), a holder of a Capital Markets Services Licence who
carries on the business of trading in futures contracts shall send in the sequence
in which they are received by the holder all instructions to trade in a class of
futures contracts at or near the market price for a futures contract of that class
prevailing immediately before the carrying out of the instructions.



(@)  aholder of a Capital Markets Services Licence who carries on the business
of trading in futures contracts proposes to trade in a class of futures
contracts on the holder's own account;

(b)  the person by whom or on whose instructions, the instructions for the
trading are to be sent is aware of the instructions of a client of the holder
to trade in that class of futures contracts at or near the market price for a
futures contract of that class prevailing at that time; and

(c) the client’s instructions have not been sent,

that person shall not send, and shall not give instructions to any other person to
send, the instructions to give effect to the proposal of the holder to trade in that
class of futures contracts before the instructions of the client are sent.

A holder of a Capital Markets Services Licence who carries on the business of
trading in futures contracts or a director, officer, employee or representative of a
holder of a Capital Markets Services Licence who carries on the business of trading
in futures contracts, shall not, except—

(@)  to the extent necessary to carry out the instructions concerned;
(b)  as required by this Act or any other law; or

(c)  asrequired by the rules of any futures exchange of which the holder is an
affiliate,

disclose to any other person the instructions of a client to trade in a class of
futures contracts.

A holder of a Capital Markets Services Licence who carries on the business of
trading in futures contracts who is an affiliate of a futures exchange and who is
concerned in the carrying out, on a futures market of a futures exchange, of
instructions to trade in futures contracts shall carry out in the sequence in which
they are received by the holder all instructions to trade in a class of futures contracts
at or near the market price for a futures contract of that class prevailing immediately
before the carrying out of the instructions.

If-

(@)  during a particular period, a holder of a Capital Markets Services Licence
who carries on the business of trading in futures contracts sends
instructions (whether or not those instructions consist of or include
instructions giving effect to the proposal of the holder to trade in the
class of contracts concerned on the holder's own account) to trade in a
class of futures contracts at or near the market price for a futures contract
of that class prevailing immediately before the carrying out of the
instructions; and

95



96

(b)  tradingin that class of futures contracts is effected under those instructions,

the holder shall, except so far as the rules of the futures exchange of which the
holder is an affiliate otherwise provide, allocate trading to those instructions—

(A)  in the sequence in which the trading was effected; and

(B) in the sequence in which the holder sent those instructions.

A holder of a Capital Markets Services Licence who carries on the business of
trading in futures contracts shall keep, in accordance with the regulations, records
that set out the prescribed particulars of-

(@)  theinstructions by a client to trade in futures contracts;

(b)  the date and time of receipt, sending and carrying out of those instructions;

(c)  the person by whom those instructions are received, the person by whom
they are sent and the person by whom they are carried out;

(d)  the date and time of receipt, sending and carrying out of instructions to
trade in futures contracts on the holder’s own account; and

(e)  the person by whom instructions of the kind referred to in paragraph (d)
are received, the person by whom they are sent and the person by whom
they are carried out,

and shall retain those records for the prescribed period.

If—

(a) a holder of a Capital Markets Services Licence who carries on the business
of trading in futures contracts sends, for carrying out on a futures market
outside Malaysia, instructions to trade in futures contracts; and

(b)  itis not reasonably practicable for the holder to set out in the records kept
by the holder under subsection (7), the prescribed particulars of the date
and time of the carrying out of those instructions,

the holder shall set out those particulars as precisely as is reasonably practicable.

In this section, a reference to the sending of instructions to trade in a class of

futures contracts by a holder of a Capital Markets Services Licence who carries on

the business of trading in futures contracts is a reference if the holder has—

(a) direct access to the futures market on which the instructions are to be
carried out, to the sending of the instructions to that futures market; or

(b)  access to the futures market on which the instructions are to be carried
out only through another holder of a Capital Markets Services Licence



who carries on the business of trading in futures contracts, to the sending
of the instructions to that other holder.

Trading in futures contracts outside Malaysia

105.

)

A holder of a Capital Markets Services Licence who carries on the business of
trading in futures contracts or carries on the business of fund management in
relation to futures contracts shall not trade in a futures contract on any futures
market outside Malaysia unless—

@)
(b)
If—

@

(b)

©

(d)

the futures market is a futures market of a Specified Exchange; or

the futures contract is of an approved class of futures contracts.

the Commission has reason to believe that a situation exists which, in the
opinion of the Commission, is likely to affect the proper operation of the
futures market of any Specified Exchange or cause a disruption to the
orderly trading of futures contracts on such a futures market;

it is shown that a holder of a Capital Markets Services Licence who carries
on the business of trading in futures contracts or carrying on the business
of fund management in relation to futures contracts or any of its employees,
directors or representatives has acted in any manner, in relation to the
operation—

(i) of any futures market of a futures exchange or in respect of which
an approved clearing house provides clearing house facilities; or

(i) of any futures market of a Specified Exchange,

which is likely to prejudice the public interest;

a holder of a Capital Markets Services Licence who carries on the business

of trading in futures contracts or carrying on the business of fund

management in relation to futures contracts has contravened—

(i) securities laws;

(i) the rules of a futures exchange or an approved clearing house of
which the holder of a Capital Markets Services Licence who carries
on the business of trading in futures contracts or carrying on the
business of fund management in relation to futures contracts is an
affiliate; or

(i) any condition applicable in respect of its licence; or

other prescribed circumstances exist in respect of a holder of a Capital

Markets Services Licence who carries on the business of trading in futures
contracts or fund management in relation to futures contracts,
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the Commission may direct—

(A)  the holder of a Capital Markets Services Licence who carries on the
business of trading in futures contracts or fund management in
relation to futures contracts to cease trading in futures contracts, or
in any class of futures contracts, on the futures market of any
Specified Exchange; or

(B)  thattrading in futures contracts, or in any class of futures contracts,
by the holder of a Capital Markets Services Licence who carries on
the business of trading in futures contracts or fund management in
relation to futures contracts on the futures market of any Specified
Exchange be limited to the closing out of futures contracts.

For the purposes of this section and section 106—

(@)  a Specified Exchange is such futures market as may be provided in the
rules of the futures exchange as a Specified Exchange; or

(b)  an approved class of futures contracts is such class of futures contracts of
the futures market of a Specified Exchange as provided in the rules of the
futures exchange as an approved class of futures contracts.

Any holder of a Capital Markets Services Licence who carries on the business of
trading in futures contracts or fund management in relation to futures contracts
who contravenes subsection (1) or any direction made under subsection (2) commits
an offence and shall, on conviction, be liable to a fine not exceeding one million
ringgit or to imprisonment for a term not exceeding ten years or to both.

Amounts to be paid for trading in Specified Exchanges

106.

98

(M

A holder of a Capital Markets Services Licence who carries on the business of
trading in futures contracts or fund management in relation to futures contracts
shall not trade in the futures market of a Specified Exchange unless he has paid
to the Commission one hundred thousand ringgit or such other amount as may
be determined by the Commission.

The monies paid under subsection (1) shall be applied on the occurrence of any
of the following events:

(@)  where the holder of a Capital Markets Services Licence who carries on the
business of trading in futures contracts or fund management in relation to
futures contracts is being wound up;

(b)  where there is a default by the holder of a Capital Markets Services Licence
who carries on the business of trading in futures contracts or fund
management in relation to futures contracts traded on a Specified Exchange;
or

(c)  such other specified events,



in such manner as the Commission may determine.

Failure to comply with sections 99, 100, 101, 102 and 104

107. A person who contravenes sections 99, 100, 101, 102 and 104 commits an offence and
shall, on conviction, be liable to a fine not exceeding one million ringgit or to imprisonment
for a term not exceeding ten years or to both.

DIVISION 4
Books, Client’s Assets Protection and Audit

Subdivision 1 — Books

Keeping of books and furnishing of returns

108.

)

A holder of a Capital Markets Services Licence shall-

(@)  maintain, or cause to be maintained, in the national language or English
language such accounting records and other books as will sufficiently explain
the transactions and financial position of its business and enable true and
fair profit and loss accounts and balance sheets to be prepared from time
to time; and

(b)  maintain, or cause to be maintained, such accounting records and other
books in such a manner as will enable them to be conveniently and properly
audited.

An entry in the accounting records and other books of a holder of a Capital
Markets Services Licence required to be maintained in accordance with this section
shall be deemed to have been made by, or with the authority of, the holder.

A holder of a Capital Markets Services Licence shall retain such accounting records
and other books as may be required to be maintained under this Act for a period
of not less than seven years.

A holder of a Capital Markets Services Licence shall-

(@)  furnish such returns and records in such form and manner as may be
specified by the Commission; and

(b)  provide such information relating to its business as may be specified by the
Commission.

Without prejudice to the generality of subsection (1), every holder of a Capital
Markets Services Licence shall maintain such accounting records and other books
in such form and manner as may be specified by the Commission.

A person who-
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(b)

contravenes this section commits an offence and shall, on conviction, be
liable to a fine not exceeding five hundred thousand ringgit; or

with intent to defraud, contravenes this section, commits an offence and
shall, on conviction, be liable to a fine not exceeding three million ringgit
or to imprisonment for a term not exceeding ten years or to both.

Subdivision 2 — Treatment of client’s assets in respect of securities

Application of this Subdivision

109. This Subdivision applies to a holder of a Capital Markets Services Licence who carries on
the business of dealing in securities whether that business is carried on within or outside
Malaysia.

Interpretation

110.

In this Subdivision, unless the context otherwise requires—

“a holder of a Capital Markets Services Licence” means a holder of a Capital Markets
Services Licence who carries on the business of dealing in securities;

“client’s assets” include monies or other property received or retained by, or deposited
with, a holder of a Capital Markets Services Licence in the course of its business for
which the holder is liable to account to its client, and any monies or other property
accruing therefrom.

Certain monies received by holder of Capital Markets Services Licence to be
paid into trust account

111.

100

(M

Aholder of a Capital Markets Services Licence shall establish and keep in a licensed
institution one or more trust accounts designated or evidenced as such into which
he shall pay-

(@

(b)

all amounts, less any brokerage and other proper charges, that are received
from or on account of any person, other than a holder of a Capital Markets
Services Licence, for the purchase of securities and that are not attributable
to securities delivered to a holder of a Capital Markets Services Licence not
later than the next bank business day or such other day as may be specified
by the Commission on which they were received by such holder; and

all amounts, less any brokerage and other proper charges, that are received
for or on account of any person, other than a holder of a Capital Markets
Services Licence, from the sale of securities and that are not paid to that
person or as that person directs not later than the next bank business day
or such other day as may be specified by the Commission on which they
were received by such holder.



For the purposes of paragraph (1)(b), any cheque issued for the purpose of payment
to a person which is not collected by that person or as directed by that person
within five bank business days or such other day as may be specified by the
Commission, after the date such cheque is issued shall be credited into the trust
account.

A holder of a Capital Markets Services Licence who—

(@)  contravenes this section commits an offence and is liable on conviction to
a fine not exceeding one million ringgit; or

(b)  with intent to defraud, contravenes this section commits an offence and
shall, on conviction, be liable to a fine not exceeding one million ringgit or
to imprisonment for a term not exceeding ten years or to both.

Client’s assets other than monies received by holder of Capital Markets Services
Licence

112.

(1)

A holder of a Capital Markets Services Licence shall deal with any client’s assets
other than monies, received, held or deposited with it in the course of its business,
and for which it is liable to account to its client, in such manner as may be prescribed
in regulations made under this Act.

A holder of a Capital Markets Services Licence who contravenes this section
commits an offence and shall, on conviction, be liable to a fine not exceeding one
million ringgit or to imprisonment for a term not exceeding five years or to both.

Withdrawal of monies from trust account

113.

)

A holder of a Capital Markets Services Licence shall not withdraw any monies
from a trust account except for the purpose of making a payment—

(@  to, orin accordance with the written instructions of, a person entitled to
the monies;

(b)  defraying brokerage and any other proper charges; or

(c)  thatis otherwise authorised by law.

Except as provided in subsection (1), monies held in a trust account shall not be
available for payment of the debts of a holder of a Capital Markets Services
Licence or be liable to be paid or taken in execution under an order or process of
any court.

A person who contravenes this section commits an offence and shall, on conviction,

be liable to a fine not exceeding five million ringgit or to imprisonment for a term
not exceeding ten years or to both.
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Holder of Capital Markets Services Licence to supply copies of entries in books

114.

(M

A holder of a Capital Markets Services Licence shall supply, on demand, to its
clients or any person authorised by the client, copies of all entries in its books
relating to any transaction carried out on behalf of that client and the holder shall
be entitled to levy a reasonable charge therefor.

A client or any person authorised by the client shall be entitled at any time to
inspect any contract notes or documents relating to the transaction referred to in
subsection (1) free of charge.

Claims and liens not affected

115. Nothing in this Subdivision shall be construed as taking away or affecting any lawful
claim or lien which any person has against or upon any monies—

@)
(b)

held in a trust account; or

received for the purchase of securities or from the sale of securities before such
monies are paid into a trust account.

Subdivision 3 — Treatment of client’s assets in respect of futures contracts

Application of this Subdivision

116. This Subdivision applies to a holder of a Capital Markets Services Licence who carries on
the business of trading in futures contracts whether that business is carried on within or
outside Malaysia.

Interpretation

117.

102

)

For the purposes of this Subdivision, unless the context otherwise requires—

“a holder of a Capital Markets Services Licence” means a holder of a Capital
Markets Services Licence who carries on the business of trading in futures contract;

“client”, in relation to a holder of a Capital Markets Services Licence, means a
person on behalf of whom the holder trades or from whom the holder accepts
instructions to trade in futures contracts;

“client’s assets” include monies or other property received or retained by, or
deposited with, a holder of a Capital Markets Services Licence in the course of its
business for which the holder is liable to account to its client, and any monies or
other property accruing therefrom;

“credit facility” means a document evidencing the right of a person to obtain a
loan or other facility from another person and, without prejudice to the generality
of the foregoing, includes a letter of credit and a bank guarantee;



“property” includes credit facilities;

“relevant credit balance”, in relation to a client of a holder of a Capital Markets
Services Licence, means the total of—

(@)  the amounts deposited in respect of the client in a client's segregated
account, of the holder, less so much of those amounts as has been
withdrawn from the account; and

(b)  the value of property other than monies that—

(i) have, in respect of the client, been deposited by the holder in safe
custody under section 118 and have not been withdrawn from safe
custody; and

(ii) under the terms and conditions on which they were deposited with,
or received by, the holder, are available to meet, or to provide security
in connection with the meeting of, relevant liabilities of the client;

“relevant liabilities”, in relation to a client of a holder of a Capital Markets Services
Licence, means debts and liabilities of the client arising out of trading in futures
contracts effected by the holder on behalf of the client;

“settling”, in relation to a trading in a futures contract, includes making delivery,
or taking delivery, of an instrument to which the futures contract relates.

For the purposes of the definition of “relevant credit balance” in subsection (1),
the value of an item of property at a particular time is—

(a) if the item is a credit facility, the amount of monies that the person entitled
to the right evidenced by the credit facility can, at that time or within a
reasonable period after that time, obtain because of that right; or

(b) ifitis otherwise than a credit facility, the market value of the property as at
the end of the last business day before that time.

Segregation of client’s assets

118.

(M

If any client’s assets are deposited with, or are received by, a holder of a Capital
Markets Services Licence for or on behalf of a client of the holder in connection
with—

(@)  trading in futures contracts effected or proposed to be effected, whether
within or outside Malaysia; or

(b)  instructions by such client, whether within or outside Malaysia,
the holder shall-

(A) in respect of monies, deposit the monies in a client’s segregated account
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of the holder kept and maintained within Malaysia or in the place where
the monies was deposited with or received by, the holder; or

(B)  inrespect of property, deposit the property in safe custody within Malaysia
or in the place where the property was deposited with or received by the
holder, in such a manner that the property is segregated from property
other than property deposited by the holder in safe custody under this
subsection,

not later than the next bank business day or such other day as may be specified
by the Commission after the monies or property is deposited with or received by,
the holder that is a day on which the amount or property can be deposited as first
mentioned in paragraph (A) or (B), as the case may be.

Without prejudice to the generality of subsection (1), if in connection with
trading in futures contracts effected, whether within or outside Malaysia, by a
holder of a Capital Markets Services Licence, the holder receives from a person
an amount of monies, some or all of which is attributable to trading in futures
contracts so effected, whether within or outside Malaysia, on behalf of the
clients of the holder, the holder shall, no later than the next bank business day or
such other day as may be specified by the Commission on which the amount
can be so deposited, deposit the amount in a client’s segregated account kept
and maintained within Malaysia or in the place where the holder receives the
amount.

A holder of a Capital Markets Services Licence shall not withdraw any monies in
the client’s segregated account except for the purpose of-

(@)  making a payment to or in accordance with the written direction of, a
person entitled to the monies;

(b)  making a payment for or in connection with, the entering into, margining,
guaranteeing, securing, transferring, adjusting or settling of trading in
futures contracts effected by the holder on behalf of the client;

(c)  defraying brokerage and other proper charges incurred in respect of trading
in futures contracts effected by the holder on behalf of the client;

(d) investing it—
(i) on deposit at interest with a licensed bank;

(i) on deposit with an approved clearing house for a futures exchange;
or

(i)  in any other prescribed manner; or
(e)  making a payment that is otherwise authorised by law or by the rules of a

futures exchange or an approved clearing house of which the holder is an
affiliate,



or as permitted by subsection (7).

A holder of a Capital Markets Services Licence shall not deal with property
deposited by the holder in safe custody under subsection (1) except in accordance
with the terms and conditions on which the property was deposited with or
received by, the holder.

A holder of a Capital Markets Services Licence shall not invest an amount under
paragraph (3)(d) by depositing it with a person for that person to invest unless
the holder-

(@)  has told the person that the amount has been withdrawn from a client’s
segregated account of the holder and is monies to which the clients of the
holder are entitled; and

(b)  has obtained from the person a written statement that is signed by the
person, setting out the amount and acknowledging that the holder has
informed the person as required under paragraph (a).

If, at any particular time, the total amount of the relevant liabilities of a client of
a holder of a Capital Markets Services Licence exceeds the relevant credit balance
of the client, the holder may, in respect of the client, deposit in a client’s segregated
account of the holder an amount of monies not greater than the amount of the
excess, and, if the holder does so, the amount so deposited is to be taken, subject
to subsection (7), to be monies to which the client is entitled.

-
(a) a holder of a Capital Markets Services Licence has, in respect of a client of
the holder, deposited an amount under subsection (6) in a client’s segregated

account of the holder; and

(b)  the relevant credit balance of the client exceeds the total amount of the
relevant liabilities of the client,

the holder may withdraw from the account so much of the amount referred
to in paragraph (a) as does not exceed the amount of the excess referred to in
paragraph (b).

A holder of a Capital Markets Services Licence shall keep, in relation to any client’s
segregated account, accounting records that—

(@)  are separate from any other accounting records of the holder;
(b)  record separately in respect of each client of the holder particulars of the
amounts deposited in and the amounts withdrawn from the client’s account;

and

() record separately from the particulars referred to in paragraph (b)-
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(10)

(i) particulars (including particulars of withdrawals) of so much of the
amounts deposited in accordance with subsection (2) in the account
as was not attributable to trading in futures contracts effected by
the holder on behalf of its clients;

(i) particulars of all amounts deposited in the account under subsection
(6); and

(i)  particulars of all amounts withdrawn from the account under
subsection (7).

A holder of a Capital Markets Services Licence shall keep records that—

(@) relate to the deposits of property in safe custody by the holder under
subsection (1); and

(b)  record separately the particulars of the property deposited in respect of
each client.

Section 108 shall apply in relation to accounting records and any other records
that are required by subsections (8) and (9) to be kept by the holder, and shall
apply as if those accounting records and other records were accounting records
required by that section to be kept by the holder.

A person who contravenes this section commits an offence and shall, on conviction,
be liable to a fine not exceeding five million ringgit or to imprisonment for a term
not exceeding ten years or to both.

Monies in segregated account not available for payment of debt, etc.

119.

106

(M

Notwithstanding anything contained in the Companies Act 1965, but subject to
subsections (2) and (3)-

(@)  monies deposited by a holder of a Capital Markets Services Licence under
section 118 in a client’s segregated account of the holder;

(b)  property in which monies deposited by a holder of a Capital Markets Services
Licence as mentioned in paragraph (a) has been invested under paragraph
118(3)(d); and

(c)  property deposited by a holder of a Capital Markets Services Licence in
safe custody under subsection 118(1),

shall not be available for the payment of a debt or liability of such holder or liable
to be attached or taken in execution under the order or process of a court at the
instance of a person suing in respect of such a debt or liability.

Nothing in subsection (1) affects the right of a client of a holder of a Capital
Markets Services Licence to recover monies or property to which the client is
entitled.



Subsection (1) does not apply in relation to monies that a holder of a Capital
Markets Services Licence is entitled to withdraw monies from a client’s segregated
account of the holder for the purpose of making a payment to the holder or
otherwise under subsection 118(3).

If a holder of a Capital Markets Services Licence invests monies under paragraph
118(3)(d) by depositing it with a person for the person to invest, neither that
monies nor any property in which the person invests any of that monies, is available
for the payment of a debt or liability of the person or is liable to be attached or
taken in execution under the order or process of a court at the instance of a
person suing in respect of such a debtor liability.

Without prejudice to the rights of a holder of a Capital Markets Services Licence
under any other written law, subsection (4) may only be invoked by the holder or
any person claiming on behalf of or in the name of the holder for the purpose of
settling any liabilities due to an approved clearing house, in respect of futures
contracts effected by the holder for the clients to whom any monies or property
referred to in subsection (4) relates.

Nothing in section 118 and this section shall affect a claim or lien that a holder of
a Capital Markets Services Licence has, in relation to a business of trading in
futures contracts carried on by it, under an agreement, any law within or outside
Malaysia, against or on—

(@  monies deposited by the holder under section 118 in a client’s segregated
account of the holder;

(b)  property in which monies so deposited has been invested under paragraph
118(3)(d); or

(@) property deposited by the holder in safe custody under subsection 118(1).
A person who contravenes this section commits an offence and shall, on conviction,

be liable to a fine not exceeding five million ringgit or to imprisonment for a term
not exceeding ten years or to both.

Subdivision 4 — Treatment of client’s assets in respect of fund management

Application of this Subdivision

120.

(M

()

This Subdivision applies to a holder of a Capital Markets Services Licence who
carries on the business of fund management.

Nothing in this Subdivision shall apply to a corporation which manages a portfolio
of securities or futures contracts solely for or on behalf of any of its related
corporations, provided that the second-mentioned corporation’s securities or
futures contracts being managed by the first-mentioned corporation are not
securities or futures contracts held on trust or on behalf of or beneficially belonging
to any other person, or as a result of any investment contract entered into by the
second-mentioned corporation.
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(3)  Forthe purposes of this section, “investment contract” has the meaning assigned
to it in subsection 84(1) of the Companies Act 1965.

Interpretation
121. For the purposes of this Subdivision, unless the context otherwise requires—

“a holder of a Capital Markets Services Licence” means a holder of a Capital Markets
Services Licence who carries on the business of fund management;

“client’s assets” includes monies or other property received or retained by, or deposited
with a holder of a Capital Markets Services Licence received in the course of his business
for which the holder is liable to account to its client, and includes, monies received or
property deposited with or held by a custodian or by any other person as may be permitted
by the Commission under this Subdivision for which it is liable to account or deliver to
the client;

“custodian”, in relation to a client of a holder of a Capital Markets Services Licence,
means—

(@)  a licensed bank as defined in the Banking and Financial Institutions Act 1989
appointed by the fund manager with the prior written consent of the client;

(b)  alicensed merchant bank as defined in the Banking and Financial Institutions Act
1989 appointed by a fund manager with the prior written consent of the client;

(c)  atrust company registered under the Trust Companies Act 1949 [Act 100];
(d)  Amanah Raya Berhad;
(e)  a participating organisation;

f) a wholly owned subsidiary of any institution specified under paragraphs (), (b)
and (e) that provides nominee services; or

(@)  any other person as may be specified by writing by the Commission;
“trust account” means a current, deposit or property account which—
(@) s kept with a custodian; or

(b) is kept by any person as may be permitted by the Commission under subsection
122(2).

Operation of trust account
122. (1) A holder of a Capital Markets Services Licence shall open a trust account for its

client’s assets and shall make arrangements for a custodian to maintain such trust
account.
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(b)

The Commission may, where it thinks fit to do so, exempt a holder of a Capital
Markets Services Licence from the requirement under subsection (1) to arrange
for a custodian to maintain the trust account and permit any other person to
maintain the trust account.

Aholder of a Capital Markets Services Licence shall deposit client’s assets into the
trust account maintained by a custodian or any other person as may be permitted
by the Commission under subsection (2), as the case may be, not later than the
next bank business day or such other day as may be specified by the Commission,
following the day on which the holder receives the client’s assets.

Notwithstanding subsection (1), where client’s assets that are required by this
section to be deposited into a trust account are received by a holder of a Capital
Markets Services Licence in a place outside Malaysia, the holder may deposit such
assets into a trust account maintained by it in that place.

A holder of a Capital Markets Services Licence shall not withdraw from or deal
with client’s assets in a trust account except for the purpose of making a payment—

(@)  to the person entitled thereto; or
(b)  thatis otherwise authorised by law.

Except as otherwise provided in this Subdivision, client’s assets held in a trust
account shall not be available for the payment of the debts of a holder of a
Capital Markets Services Licence or liable to be paid or taken in execution under
an order or process of court for the payment of the debt of a holder of a Capital
Markets Services Licence.

The holder of a Capital Markets Services Representative’s licence which permits
the holder to carry on the business of fund management shall neither accept nor
hold client’s assets unless he does so on behalf of a holder of a Capital Markets
Services Licence and in the course of employment under a contract of employment
with such holder.

Nothing in this Subdivision shall be construed as taking away or affecting any
lawful claim or lien which any person has against or upon any client’s assets held
in a trust account or against or upon any client’s assets received for the purchase
or from the sale of securities before such assets are deposited into the trust account.

A person who-

(a) contravenes this section commits an offence and shall, on conviction, be
liable to a fine not exceeding five hundred thousand ringgit; or

with intent to defraud, contravenes this section commits an offence and shall, on

conviction, be liable to a fine not exceeding one million ringgit or to imprisonment
for a term not exceeding ten years or to both.
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Client’s assets

123.

(M

)

A holder of a Capital Markets Services Licence shall not deal in securities or trade
in futures contracts for or on behalf of a client unless, to the extent that the
holder receives client’s assets—

(@)  the holder does so on the basis that the assets shall be applied solely for
specified purposes agreed when or before the holder receives the assets;

(b)  pending such application, the assets are deposited by the next bank business
day or such other day as may be specified by the Commission to a custodian
with whom a trust account is maintained in accordance with this Subdivision
or to any other person as may be permitted by the Commission under
subsection 122(2); and

(c)  aseparate book entry shall be recorded and maintained for each client by
the holder in accordance with this Act or any guidelines issued by the
Commission, in relation to client’s assets.

A holder of a Capital Markets Services Licence who contravenes subsection (1)
commits an offence.

Right to copies of book entries, inspection of contract notes, etc.

124.

(1)

A holder of a Capital Markets Services Licence shall supply, on demand, to his
client or any person authorised by the client, copies of all entries in his books
relating to the client’s transaction.

A person referred to in subsection (1) shall be entitled to inspect any contract
note or document relating to the client’s transaction free of charge.

Subdivision 5 — Range of actions Commission may take to protect

clients of licensed persons under certain circumstances

Commission’s actions to protect client’s assets, etc.

125.

110

)

Without prejudice to section 354, 355 or 356, where—

(@)  alicensed person or a trustee who has been approved by the Commission
under section 260 or 289 has contravened this Act or guidelines issued
under this Act;

(b)  theinterests of the clients of the holder of a Capital Markets Services Licence
or the interests of debenture holders or unit holders are likely to be
jeopardised, or are jeopardised,;

(c) any of the grounds exist for which the licence may not be granted or
renewed under section 64 or 65, or in respect of which an approval may
not be granted under section 260 or 289; or



)

(d)  anyof the grounds exist for which the licence may be revoked or suspended
under section 72 or any action which may be taken pursuant to section
262,290 or 292,

the Commission may take any one or more of the following actions, where relevant:

(i)

(iif)

direct—

(A)

the licensed person not to deal with monies and properties
of its clients in such manner as the Commission thinks
appropriate;

a licensed person to whom a direction under subparagraph
(i)(A) applies, to transfer the monies and properties of its clients
or any records or documents in relation to such monies or
properties to any other person as may be specified by the
Commission; or

a trustee to transfer any records or documents in relation to
monies or properties to any other personas may be specified
by the Commission;

prohibit the licensed person from-

(A)

(B)

©

entering into transactions of a specified description, in
specified circumstances or to a specified extent;

soliciting business from persons of a specified description; or

carrying on business in a specified manner; or

require a licensed person or trustee to carry on business in a specified
manner.

Where any action is taken under subsection (1) is in respect of a licensed person,
the Commission may by notice in writing require a licensed person to maintain
property within Malaysia and in any specified place outside Malaysia such that—

(@)  the property maintained is of the value and of the description that appear
to the Commission to be necessary to ensure that the licensed person will
be able to meet its liabilities in relation to the regulated activity for which
it is licensed; and

(b)  the property is maintained in a manner that will enable the holder of a
Capital Markets Services Licence at any time freely to transfer or otherwise
dispose of the property.

Where a direction, condition, prohibition or requirement imposed under subsection
(1) or (2) is in force, the Commission may, where it considers appropriate to do so
by notice in writing given to the person on whom the direction, condition,
prohibition or requirement is imposed—
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(@)  withdraw the direction, condition, prohibition or requirement; or

(b)  substitute another direction, condition, prohibition or requirement for or
vary the direction, condition, prohibition or requirement,

and such direction, condition, prohibition or requirement so withdrawn or
substituted shall remain in force in accordance with the terms thereof until it is—

(A)  withdrawn; or

(B)  substituted by another direction, condition, prohibition or requirement or
varied, by the Commission under this section.

Nothing contained in this Act, rules, terms of any contract or any other law shall
invalidate any action taken by the Commission under this section.

The Commission shall not take any action under this section without giving a
licensed person or a trustee an opportunity to be heard.

Subsection (5) shall not apply if the Commission considers that any delay in taking

an action under this section by giving an opportunity to be heard would be
prejudicial to the public interest or the interest of the clients of the licensed person.

Subdivision 6 — Audit

Appointment of auditor

126.

112

(M

This Subdivision applies to the business of a holder of a Capital Markets Services
Licence, an exchange holding company, a stock exchange, a futures exchange,
an approved clearing house, a central depository and a recognised self-regulatory
organisation.

A reference to a relevant person in this Subdivision shall be construed as a reference
to persons referred to in subsection (1).

Notwithstanding the provisions of the Companies Act 1965, a relevant person
shall appoint an auditor to carry out for the year in respect of which he is appointed
an audit of the accounts of the relevant person.

A relevant person shall not appoint a person who is an associate of the relevant
person as an auditor of any of its accounts.

A relevant person—

(@)  shall remove an auditor who becomes ineligible by virtue of subsection (4);
and

(b)  may in any other case, with the Commission’s written consent, remove an
auditor from office.



An auditor of a relevant person may resign from his office by giving a notice in
writing to that effect to the Commission provided that such notice shall be
accompanied by—

(@)  astatement of any circumstances connected with his ceasing to hold office
which he considers should be brought to the attention of the Commission;
or

(b)  if he considers that there are no such circumstances, a statement that
there are none.

Notwithstanding any other provisions of this Act, the Commission may at any
time remove an auditor appointed by a relevant person if the Comm