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Bills to enhance transparency in securities, futures industry

Francis C. Nantha

THE Gover nent yesterday tabl ed five Anendnment Bills in the Dewan Rakyat
at the start of a special two-day sitting, to enhance transparency and
tighten the regulations relating to the securities and the futures

i ndustry.

The Bills to anend the Securities Industry (Central Depositories) Act
1991, Securities Industry Act 1983 and Securities Conm ssion Act 1993 were
passed yesterday while that for the Futures Industry Act 1993 and
Compani es Act 1995 wi |l be debated today.

Among the salient points was a one-nmonth grace period for the
registration of all shares intothe Central Depository System especially
for shares previously traded on Singapore's Central Limt O der Book.

Thereafter, ownership of these unregi stered shares passes on to the
M nistry of Finance wi th another six-nonth appeal period. Thereon, the MF
can sell these shares and all clainms have to be made under uncl ai med noney
l aws.

Prime M nister Datuk Seri Dr Mahat hir Mohamad, who i s al so First Fi nance
M ni ster, said one nmai n ai mof the amendnents was to ensure Mal aysi an
shares were traded only on the Kual a Lunpur St ock Exchange and recogni sed

exchanges.

At the second reading of the Central Depositories Amendnent Bill, he
said the other ains were to ensure all Ml aysian shares were registered in
the Central Depository Systemand to render illegal nonmi nee accounts held

for unnamed beneficiaries.

Dr Mahat hir said the proposed anendnments are necessary to reinforce
adm ni strative nmeasures taken by the Kual a Lunpur St ock Exchange, the
Securities Cearing Aut omat ed Net work Servi ces and t he Mal aysi an Centra
Depository from Sept 1.

Dr Mahathir said the nove was in keeping with the need to restore
i nvestor confidence in the market and as such admi nistrative and | egal
nmeasures woul d have to be taken i nredi ately.

Specifically, the Central Depository Anendnent Bill introduces two new
definitions - "authorised nom nee" and "beneficial owner”, with these
parties having to make decl arati ons of their status.

Each beneficial owner has to have a separate CDS account, when the
securities are held by an aut hori sed nom nee. Only beneficial owners and
aut hori sed nom nees can nake securities transactions, unless specifically
exenpt ed.

Breach of these requirenments could | ead to a maxi mumfine of RM3 mllion
or 10 years jail or both. General penalties for offences is to be raised
to RML million fromRM500,000 currently.

Share regi stries which fail to followthese requirenents shall be liable
to a mninumfine of RMLOO, 000. Ot her restraining orders to prevent
further breaches and al so t he possi bl e wi ndi ng up of of fendi ng conpani es
was al so incl uded.

Dr Mahathir said the previous nonmi nee account rules allowed nultiple
beneficiaries to be registered under a single account and t he KLSE was
unabl e to ascertain who t he buyers and sellers were, and if they included
substanti al sharehol ders - inclusive of those required to undertake
mandat ory general offers as their interest inalisted firmhad reached 33
per cent.

To further effect these changes, rel ated anmendnents were nmade to the



Securities Industries Act and Securities Conm ssion Act - widening the
authorities' powers to exani ne docunents in the normal course of
operations instead of beinglimted to such powers only during of fici al
i nvestigations.

And any attenpts to destroy, conceal, nutilate or alter records needed
to conply with these anended Acts could draw a maxi rum RMLO mi | lion fine
or 10 years jail or both.

The anmendnent to the Conpani es Act al so states anyone buyi ng a conpany' s
shares shall not be entitled to attend and vote at any general neeting
unl ess his nane appears on record at | east three market days beforehand.
* See al so P22
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