[Incorporating latest amendment A1437/2012 & P.U.(A) 473,475, 478/2012] c.i.f 28
December 2012

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.

[28 September 2007 [All provisions of the act except Division 2 of Part VI — P.U.(B)

342/2007]

1 April 2010 [Division 2 of Part VI of the Act comes into operation. [P.U.(B) 143/2010]

ENACTED by the Parliament of Malaysia as follows:



PART I

PRELIMINARY

Short title, commencement and application
1. (2) 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 natification 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 derivatives.
[(1)(b)Am. Act A1406/2011]
Interpretation
2. (1) In this 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” [Del. Act A1406/2011]

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



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

[Am. Act A1406/2011]

“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 519];

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

governing authority of the corporation;

“books” include—

(@) a register;

(b) any other record of information;

(© accounts or accounting records, however compiled, recorded or stored,

and



(d) a document;

“borrower”, in relation to a debenture, means the corporation that is or will be

liable to repay money under the debenture;

“Business trust” means a unit trust scheme where the operation or management

of the scheme and the scheme’s property or asset is managed by a trustee manager”;

[Ins. Act A1437/2012]

“capital market” means the securities and derivatives markets;

[Ins. Act A1406/2011]

“capital market products” means —;

@)

(b)

(€)

(d)

(e)

(f)

securities;

derivatives;

a private retirement scheme;

a unit trust scheme;

any product or arrangement which is based on securities or

derivatives, or any combination thereof; and

any other product which the Minister may prescribe as a capital
market product;
[Subs. Act A1437/2012]



“capital market services” means any service as specified by the Commission
under section 76A, but does not include a regulated activity;
[Ins. Act A1437/2012]

“Capital Markets Services Licence” means a licence that is granted under section
61;
[Am. Act A1406/2011]

“Capital Markets Services Representative’'s Licence” means a licence that is
granted under section 61;
[Am. Act A1406/2011]

“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]—

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

(1) 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—

(@)

(b)

(c)

a facility for the clearing or settlement of—

0] transactions in securities traded on a stock exchange; or

(i) derivatives traded on a derivatives market;

[(a)(i))Am. Act A1406/2011]

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

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—

(@)

(b)

a person on whose behalf the holder carries on or will carry on any

regulated activity; or

any other person with whom the holder, as principal, enters or will enter

into transactions—

0] for purposes of dealing in securities; or



(i) for purposes of dealing in derivatives,

[(b)(i)Am. Act A1406/2011]

but does not include such person or class of persons as may be prescribed;

“close out”, in relation to a derivative, means to discharge the obligations of a
person in the long position or short position under a derivative and shall include the
discharge of these obligations as a result of the matching up of the derivative with a
derivative of the same kind under which the person has assumed an offsetting short
position or offsetting long position, as the case may be;

[Am. Act A1406/2011]

“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)

(d)

any society registered under any written law relating to co-operative

societies; or

any trade union registered under any written law as a trade union;

“dealing in derivatives” has the same meaning as in Part 2 of Schedule 2;

[Ins. Act A1406/2011]

“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)

(c)

(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)(aa) of the Securities Commission Act 1993;

“derivatives” means any contract, either for the purposes of creating an obligation
or a right or any combination of both, of which its market value, delivery or payment
obligations are derived from, referenced to or based on, but not limited to, underlying
securities or commodities, assets, rates, indices or any of its combination, whether or not

a standardized derivative or an over-the-counter derivative, but does not include—

€)) securities;

(b) any derivative to which Bank Negara or the Government of Malaysia is a
party;

(© any over-the-counter derivatives whose market price, value, delivery or
payment obligations are solely derived from, referenced to or based on,

exchange rates; or

(d) any agreement, when entered into, is in a class of agreements prescribed
not to be derivatives;
[Ins. Act A1406/2011]

“derivatives exchange” means anybody corporate in relation to which an approval
under subsection 8(2) is in force;
[Ins. Act A1406/2011]



“derivatives market” means a market or other place at which, or a facility by

means of which, derivatives are regularly traded;

[Ins. Act A1406/2011]

“derivatives report” means an analysis or report that contains recommendations

about dealing in derivatives;

[Ins. Act A1406/2011]

“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—
0] 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 authorized to act in the

position; or

(iii) a person in accordance with whose directions or instructions the

members of the corporation’s board are accustomed to act;

10



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

“eligible delivery agreement” [Del. Act A1406/2011]

“eligible exchange-traded option” [Del. Act A1406/2011]

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

[Am. Act A1406/2011]

“exempt derivatives market” means a derivatives market which is declared to be
an exempt derivatives market under paragraph 7(3)(a);
[Ins. Act A1406/2011]

“exempt futures market” [Del. Act A1406/2011]

“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 a derivative that is traded on a derivatives exchange
which creates an obligation for physical delivery or acceptance of physical delivery of the
underlying instrument of such derivative, the quantity and quality of which is determined
by that derivatives exchange, at a fixed date in the future at a fixed price, and which may
be cash settled in lieu of physical delivery;

[Subs. Act A1406/2011]

“futures exchange” [Del. Act A1406/2011]

11



“futures market” [Del. Act A1406/2011]
“futures option” [Del. Act A1406/2011]
“futures report” [Del. Act A1406/2011]
“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;

© 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 derivatives, means—
[Am. Act A1406/2011]

€) 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

12



(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];

“Islamic capital market business or transaction” means—

@) the business of carrying on any regulated activity;

(b) any proposal, scheme, transaction, arrangement, activity, product or

matter under section 212;

[Subs. Act A1437/2012]

(© any transaction relating to a derivative; or

(d) the establishing, operating or maintaining of a stock market or a

derivatives,

which does not involve any element that is inconsistent with the principles of

Shariah as may be determined by the Shariah Advisory Council;

[Ins. Act A1370/2010] [Am. Act A1406/2011]

“issue” means—

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

those securities; and

(b) in relation to a notice, prospectus or other document, to circulate,

distribute or disseminate such notice, prospectus or document;

13



“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) in the case of units of a unit trust scheme or prescribed investment

scheme, the management company; and

(© 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 under section 61;
[Am. Act A1406/2011]

“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;

14



“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

(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” [Del. Act A1406/2011]

“management company” means a company by which or on whose behalf a unit of

a unit trust scheme or prescribed investment scheme—

€) has been or is proposed to be issued or offered for subscription or

purchase; or

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

15



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—

0] any director, secretary or employee of the corporation;

(i) a receiver and manager, appointed under a power contained in
any instrument, of any part of the undertaking or property of the
corporation; and

(iii) 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

(© 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;

16



“over-the-counter derivative” means a derivative other than a standardized
derivative;
[Ins. Act A1406/2011]

“participant” means—

(a) a person who may participate in one or more of the services provided by

a stock exchange or derivatives 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;

[Am. Act A1406/2011]

“participating organization” means any person who carries on the business of
dealing in securities and is recognized as a participating organization 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 building, aircraft, vehicle or vessel;

(b) any structure, whether fixed or movable; and

(© 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
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

17



differently for different persons, securities, derivatives or transactions, or different

classes, categories or descriptions of persons, securities, derivative or transactions;
[Am. Act A1406/2011]
“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, derivatives exchange
or an exchange holding company, means persons who are appointed by the Minister
under section 10;

[Am. Act A1406/2011]

“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 section 76;

“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” [Del. Act A1406/2011]

18



“relevant time” [Del. Act A1406/2011]

“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—

@) 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 organizations and, without limiting the generality of the
foregoing, includes—

0] 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;

(iii) rules to ensure compliance by participating organizations of any

obligations imposed by this Act or any other written law; and

(iv) rules in respect 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;

19



(b)

(c)

(d)

(e)

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—

0] 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);

(iii) 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

(v) the default rules;

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

a derivatives 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 derivatives exchange or the conduct of its
affiliates;

[Am. Act A1406/2011]

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;

[Am. Act A1406/2011]

20



(f)

9

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

[Am. Act A1406/2011]

a trade repository, means the memorandum of association and the
articles of association, or rules or directions, by whatever name called
and wherever contained, governing the membership, management,
operations or procedures of a trade repository;

[Am. Act A1406/2011]

“securities” means—

(@)

(b)

(c)

debentures, stocks or bonds issued or proposed to be issued by any

government;

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

or

units in a unit trust scheme or prescribed investments,

[Subs.Act A1437/2012]

and includes any right, option or interest in respect thereof

[Am. Act A1406/2011]

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

Act 1993;
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“self-regulatory organization” means an organization that is recognized 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;

“Shariah Advisory Council” means Shariah Advisory Council established under
section 316A;

[Ins. Act A1370/2010]

“short position” [Del. Act A1406/2011]

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

[Am. Act A1406/2011]

“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,
derivatives or transactions, or different classes, categories or descriptions of persons,
securities, derivatives or transactions;

[Am. Act A1406/2011]

“standardized derivative” means a derivative, including a futures contract, that is
traded on a derivatives exchange, whose intrinsic characteristics is determined by that
derivatives exchange and whose trade is cleared and settled by an approved clearing

house;

[Ins. Act A1406/2011]
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“stock exchange” means anybody 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—

(a) 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

(©) 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;

“trade repository” means a body corporate approved under section 107B that
collects and maintains information or records with respect to over-the-counter derivatives
transactions or positions entered by any person, including any terms and conditions
thereof, for the purpose of providing a centralized record keeping facility for over-the-
counter derivatives;

[Ins. Act A1406/2011]

“trading in futures contracts” [Del. Act A1406/2011]

“trust account” means a trust account referred to in section 111 or 122;
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“unit”, in relation to a unit trust scheme private retirement scheme or prescribed
investment scheme, means any right or interest therein by whatever name called and
includes any sub-unit thereof;

[Am. Act A1406/2011]

“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 patrticipation of persons as beneficiaries under a trust

in profits or income arising from the acquisition, holding, management or disposal of—

@) securities;

(b) derivatives; or
[Am. Act A1406/2011]

(© any other property or asset;
[Ins. Act A1437/2012]

“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

guotation 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.

2 Any reference in this Act to “this Act” or a “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 a securities law, as the
case may be.
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Associated person

3. (1) A reference in this Act to a person associated with another person shall

be construed as a reference to—

(a) the spouse, or any minor child (natural or adopted) or minor step-

child, of the person;

(b) any employee or partner of the person;

(©) another person in accordance with whose directions or

instructions the person is accustomed or obliged to act;

(d) where the other person is a body corporate—

@ a director or secretary of the body corporate;

(i) a body corporate that is related to the other person; or

(iii) a director or secretary of such a related body corporate;

(e) 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—

0] 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;
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(f)

(ii)

(iii)

with a view to controlling or influencing the composition of
the board of directors, or the conduct of affairs, of the body

corporate; or

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)

(ii)

(iii)

(iv)

a corporation in partnership with which the other person

carries on a business of dealing in derivatives;

[()Am. Act A1406/2011]

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 dealing in derivatives in partnership with the
other person;

[(iINAm. Act A1406/2011]

a trustee 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;

a person who is a director of a body corporate that carries

on a business of dealing in securities or dealing in
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derivatives and of which the other person is also a
director; or
[(iv)Am. Act A1406/2011]

(V) subject to subsection (2), a person who is a director of a
body corporate of which the other person is a director, not
being a body corporate that carries on a business of

dealing in securities or dealing in derivatives;

[(v)Am. Act A1406/2011]

(9) a person 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) a person 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

0] 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.

(2) 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.
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3) 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

4, (1) 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.

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

(@)

(b)

(c)

a right, 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;

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

such a right 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.

3) A person shall be deemed to have an interest in a security where a body

corporate has an interest in a security and—

(a)

(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
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(c)

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.

(4) 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.

(5) A person shall be deemed to have an interest in a security in any one or

more of the following circumstances where he—
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(@)

(b)

(c)

(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 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.

(6) A person shall be deemed to have an interest in a security if that security

is held jointly with another person.

(7) 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.

(8) There shall be disregarded—

(@)

(b)

an interest 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;

an interest of a person in a security being an interest held by him

by reason of his holding a prescribed office; and
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(© 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.

(9) An interest in a security shall not be disregarded by reason only of—

(a) its remoteness;

(b) the manner in which it arose; or

(©) the fact 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 derivatives

5. (1) Notwithstanding the definition of “securities” or “derivative” 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) derivatives,

for the purposes of securities laws.
[Am. Act A1406/2011]

(2) 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—
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(@)

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

(b) a derivative for the purposes of this Act or any particular provision
of this Act.
[(2)(b)Am. Act A1406/2011]
(3) In a prescription made under subsection (1) or (2) in respect of securities

or derivatives, as the case may be, the Minister may—

(@)

(b)

for the 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;

in the case of derivatives, specify in the prescription any provision
of this Act to apply to such a derivative.
[Am. Act A1406/2011]

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 derivatives

6. If an agreement that was not a derivative when it was entered into becomes a

derivative as a result of an action taken by any of the parties to the agreement at a later

time—

(@)

(b)

the parties to the agreement shall be deemed to have entered into

a derivative at that later time; and

the agreement shall constitute the derivative referred to in
paragraph (a).
[Am. Act A1406/2011]
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PART I

SECURITIES AND DERIVATIVES MARKETS

Division 1

Markets

Establishment of stock markets or derivatives markets
[Am. Act A1406/2011]

7. (D) 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—

@ a stock market of a stock exchange;

(b) a stock market of an exchange holding company that is itself

approved as a stock exchange;
(©) an exempt stock market; or
(d) a registered electronic facility under subsection 34(1).
(2 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
derivatives market that is not—

@ a derivatives market of a derivatives exchange;

(b) a derivatives market of an exchange holding company that is itself

approved as a derivatives exchange;
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3)

(c)

(d)

an exempt derivatives market; or

a registered electronic facility under subsection 34(1).

The Minister may, by order published in the Gazette—

(@)

(b)

declare a particular stock market or derivatives market, or a stock
market or derivatives market included in a particular class of stock
markets or derivatives markets, to be an exempt stock market or
exempt derivatives 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,—

0] the types of securities or derivatives traded or to be traded,
(i) the types of participants;
(iir) the types of investors; or
(iv) the volume of trading,
relating to the particular stock market or derivatives market, or
stock market or derivatives market included in the particular class
of stock markets or derivatives markets; and

[(2) & (3) Am. Act A1406/2011]
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,—

0] any breach of the terms and conditions specified in the

declaration; or
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(i) such other matters as the Minister thinks fit.

4 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).

(5) 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 derivatives exchange
8. D An application for the approval of a body corporate as a stock exchange
or derivatives exchange may be made in writing to the Minister.
[Am. Act A1406/2011]
2 The Minister may in writing, on the recommendation of the Commission,

approve a body corporate as a stock exchange or derivatives exchange, subject to any

terms and conditions as he thinks fit, if he is satisfied that—
[Am. Act A1406/2011]
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(@)

(b)

(c)

(d)

(e)

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 derivatives that are traded through its facilities;

[(2)(@Am. Act A1406/2011]

the body corporate will manage any risks associated with its

business and operations prudently;

the body corporate, in discharging its obligations under
paragraph (a), will not act contrary to the public interest and in
particular the interest of investors;

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

the rules of the body corporate make satisfactory provision—

@ for an orderly and fair market in relation to the securities or

derivatives that are traded through its facilities;

[(e)()Am. Act A1406/2011]

(ii) for the proper regulation and supervision of its participating

organizations or affiliates;

(iii) for the exclusion of persons who are not of good character
and high business integrity from being recognized as

participating organizations or affiliates;

(iv) for the expulsion, suspension or disciplining of its
participating organization or affiliates and any person
acting on behalf of such participating organization or
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(f)

v)

(Vi)

(vii)

(viii)

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 derivatives exchange;

[(iv)Am. Act A1406/2011]

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
derivatives may be traded on the market through its
facilities;

[(v)Am. Act A1406/2011]

with respect to the conditions governing dealings in
securities or dealing in derivatives by its participating
organizations or affiliates;

[(vi)Am. Act A1406/2011]

with respect to the class of securities or derivatives that

may be dealt in or traded on its facilities; and

[(vii))Am. Act A1406/2011]

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

[(vii)Am. Act A1406/2011]

the body corporate shall at all times have sufficient financial,

human and other resources to ensure the provision of—

37



(@ an orderly and fair market in relation to securities or

derivatives that are traded through its facilities;

[((i)Am. Act A1406/2011]

(i) adequate and properly equipped premises for the conduct

of its business;

(iii) competent personnel for the conduct of its business; and

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

(9) the interest of the public or the proper regulation of the market will

be served by the granting of this approval.

3 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.

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

(5) 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 derivatives market.

[Am. Act A1406/2011]
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Commission to approve amendment to rules of stock exchange, derivatives
exchange or approved clearing house

0. Q) A stock exchange, derivatives 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.

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

3) Where a stock exchange, derivatives exchange or approved clearing
house proposes to make any amendment to its rules, the stock exchange, derivatives
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.

4 Where—

@ proposed rules or amendments to existing rules involve the
introduction of a class of derivatives, the instrument in respect of

which is a commodity, to be offered for trading on a derivatives
market of the derivatives 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 derivatives exchange of

its decision under subsection (5).

39



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,
derivatives 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.

(6) The Commission may, by notice in writing, declare any class of rules of a
stock exchange, derivatives 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,
derivatives 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, derivatives 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, derivatives exchange or approved clearing house, require the
stock exchange, derivatives exchange or approved clearing house to submit such

amendment for its approval under subsection (5).

(8) €)) Where a rule amended by the stock exchange, derivatives
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, derivatives exchange or
approved clearing house to notify the persons affected by such

amendment.

40



9 Notwithstanding the provisions of this section, the Commission may, from
time to time, after consultation with the stock exchange, derivatives exchange or
approved clearing house, by written notice require the stock exchange, derivatives
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.

(10) A stock exchange, derivatives 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.

[Am. Act A1406/2011]

Appointment of directors of exchange holding company, stock exchange and

derivatives exchange

10. (@D In relation to an exchange holding company, a stock exchange or
derivatives exchange other than a stock exchange or derivatives exchange that is
referred to in subsection (2),—

€)) one third of the number of directors on the board of such
exchange holding company, stock exchange or derivatives
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 derivatives
exchange and, notwithstanding the provision of any other written

law, such public interest directors so appointed—

0] shall have the same rights, powers, duties and obligations,
liberties and privileges as any director of the exchange
holding company, stock exchange or derivatives
exchange;

[(D(@)&(1)())Am. Act A1406/2011]
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(i) shall hold office for a period specified by the Minister which
shall not exceed a term of three years but shall be eligible

for reappointment; and;

[(1)(a)(ii)Subs. Act A1406/2011]

(iii) may have his appointment revoked at any time by the
Minister;
[(1)(a)(iii)Ins. Act A1406/2011]

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

[(1)(b)Am. Act A1406/2011]

(c) the Minister may, on the recommendation of the Commission, vary
the number of public interest directors appointed under paragraph
(a).
[(1)(c)Ins. Act A1406/2011]

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

[Am. Act A1406/2011]

(3) 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 derivatives exchange, as the case may be, whose remuneration shall be
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determined by the board of the exchange holding company, stock exchange or

derivatives exchange, as the case may be.

4 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) a judgement debt against the proposed director has not been
satisfied in whole or in part;

(©) 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—

0] 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

(e the Commission is not satisfied that the proposed director is a
person of integrity and is fit and proper to be a director.

5) For the purposes of this section, a director includes a person who is a

chief executive.
[Subs. Act A1406/2011]
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Duties of exchange

11. (1) For the purposes of this section, sections 12, 13 and 27—

@ “exchange” refers to a stock exchange or a derivatives exchange;
and
[(1)(@Am. Act A1406/2011]

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

(2 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 derivatives that are
traded through its facilities.

[Am. Act A1406/2011]

(©)) 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.

4) 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.

(5) 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 dealing in derivatives,

44



(b)

including the ability of any relevant person to comply with the
minimum financial requirements as may be prescribed under this
Act; or

[(5)(@)Am. Act A1406/2011]

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 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.

(6) 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:

(@)

(b)

(c)

(d)

(€)

the name and address of the business of the relevant person;

the reason for and the nature of the action taken;

the amount of the fine;

the period of suspension, if any; and

any other disciplinary action taken.

() An exchange shall at all times have sufficient financial, human and other

resources to ensure the provision of—

(a)

an orderly and fair market in relation to securities or derivatives
that are traded through its facilities;
[(7) (@) Am. Act A1406/2011]
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(b) adequate and properly equipped premises for the conduct of its

business;

(© 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. (1) 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 the 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.

(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 markets in securities or derivatives, where any of

the following circumstances occurs:

@ the exchange ceases to operate its stock market or derivatives
market, as the case may be;
[(2)(2)(a)Am. Act A1406/2011]

(b) the exchange is being wound up or otherwise dissolved, whether
within or outside Malaysia;
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(c)

(d)

(€)

(f)

(9)

(h)

the exchange has contravened any term or condition of its

approval or is charged with any offence under any securities laws;

the exchange 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 8, was false

or misleading in a material particular;

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

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

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;

the exchange on its own accord applies to the Minister to withdraw
the approval as a stock exchange or a derivatives exchange
granted to it and the Minister, on the recommendation of the

Commission, thinks it fit to do so.

3 For the purposes of paragraph (2)(a), an exchange shall be deemed to

have ceased to operate its stock market or derivatives market, if it has ceased to operate

its stock market or derivatives 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.

[Am. Act A1406/2011]
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4) 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.

(5) 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.

(6) 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 a 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.

(8) 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.
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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 derivatives market operated by
the 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

[Am. Act A1406/2011]

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 an exchange holding company

15. Q) An application for approval of a body corporate as an exchange holding

company may be made in writing to the Minister.
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(2 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

(©) for the proper regulation of a stock market of a stock exchange or

a derivatives market of a derivatives exchange.

[Am. Act A1406/2011]

3 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.

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

5) 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.

(6) 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
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accordance with the provisions of sections 4 and 5 of the
Securities Industry (Central Depositories) Act 1991,

(c) to the extent that an exchange holding company is holding itself

out as, or is providing clearing and settlement services of —

0] a clearing house of a stock exchange; or

(i) a clearing house of a derivatives exchange,

[(6)(c)(i)Am. Act A1406/2011]

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

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

[(6)(d)Am. Act A1406/2011]

@) 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.

(8) 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.
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Annual Regulatory Report on compliance with ongoing requirements

16. (1) Within three months after the end of each financial year, a body corporate
that has been approved as a stock exchange, derivatives 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.

[Am. Act A1406/2011]

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

3 For the purposes of subsection (1)—

€)) where a stock exchange or a derivatives exchange is a subsidiary
of an exchange holding company, the Commission may specify

the entity that is required to submit a regulatory report; and

[Am. Act A1406/2011]

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

[Am. Act A1406/2011]

4 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 derivatives exchange or an

exchange holding company, as the case may be;
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(b)

(c)

appoint any independent person to assist the Commission in a

regulatory audit conducted under this subsection; and

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

[Am. Act A1406/2011]

(5) 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).

(6) For the purposes of this section—

(@)

(b)

“regulatory audit” refers to an audit on the extent to which a stock
exchange, a derivatives exchange or 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

[(6)(a)Am. Act A1406/2011]

“regulatory report” is a report that is submitted under subsection

(D).

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 derivatives

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, derivatives
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exchange or the exchange holding company, as the case may be, has complied with the
requirements of the securities laws and rules.

[Am. Act A1406/2011]

Withdrawal of approval of an exchange holding company

18. Q) 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—

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

(b) direct the 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 derivatives, where any
of the following circumstances occurs:

[Am. Act A1406/2011]

€)) the exchange holding company ceases to be a holding company
of a stock exchange or a derivatives exchange, as the case may
be;
[(2)(@)Am. Act A1406/2011]

(b) the exchange holding company is being wound up or otherwise

dissolved, whether within or outside Malaysia;
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(©) the exchange holding company has contravened any term or
condition of its approval or is charged with any offence under any

securities laws;

(d) the exchange holding company 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 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 so.

(€©)) Notwithstanding the withdrawal of an approval or the issuance of a
direction under subsection (1), the Minister may permit the exchange holding company
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 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.
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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. Q) Where the approval of the Commission under section 214 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—

[Subs. Act A1437/2012]

€)) for dealing 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

(©) for the 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 The listing 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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(@)

(b)

(c)

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).

3) 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.

4 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.

5) 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. Q) It shall be the duty of an exchange holding company to ensure—
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(@)

insofar as may be reasonably practicable—

(i)

(ii)

(i)

(iv)

v)

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;

an orderly and fair market for trading in derivatives on the
derivatives market through the facilities of the derivatives
exchange of the exchange holding company or through the
facilities of any of its subsidiaries that is duly approved as a

derivatives exchange, as the case may be;

[(1)(i)Am. Act A1406/2011]

that there 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;

that there are orderly, clear and efficient clearing and
settlement arrangements for any transaction in securities
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, c