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RE: Brokerage Industry Digitisation Group (BRIDGe)

	Member Company

	:  ……………………………………………

	Contact person

Title/Designation   

Phone No

Email Address    
	:  ……………………………………………..

:  ……………………………………………..

:  ……………………………………………..

:  ………………………………………………




                                   

Please give your feedback in the provided space below. Please attach additional pages if necessary.


I. Reintroduction of defaulters’ list

	Issues and initiatives raised at BRIDGe workshop meetings
	Proposal
	Member’s Suggestion on the Approach to be Adopted and Reason(s) for the Suggestion 

	On 2nd May 2013, Bursa Malaysia Securities Berhad issued revamped rules for securities brokers. Through this revamp exercise, provisions on the defaulters’ list have been removed despite objections from brokers to continue the provision of listing of defaulters’ service as an important credit management tool on dealing with new and existing customers. 

Over the years, ASCM had requested SC and Bursa to reintroduce the defaulters’ list service to the industry as an essential credit management tool. BRIDGe has acknowledged the importance of this service to the industry.
In order to relook into the introduction of the defaulters’ list service, the Digital On-boarding Working Group takes this opportunity to review and revamp the provisions and processes of the defaulters’ list to ensure that the administrator and also the brokers as users of this service are not unnecessarily burdened by onerous obligations imposed under Bursa Rule 403.1 (old rule) below:-

RULE 403.1 CLIENTS’ FAILURE TO MEET OBLIGATIONS (OLD RULE)

(1) Where a person (“alleged defaulter”) fails to meet a financial obligation with a Participating Organisation of not less than Ringgit Malaysia Two Thousand (RM2,000) or any other obligation relating to or in respect of any transaction in securities or arising out of any matter regulated by these Rules, the Participating Organisation may report to the Exchange such failure by the person. However, a Participating Organisation may only report such a person to the Exchange if it has satisfied all requirements as stipulated in Schedule 5 of these Rules.

(2) Upon receipt of a report under Rule 403.1(1), the Exchange will :-

(a) enquire into the report, and may call upon the Participating Organisation to :

(i) furnish in writing full particulars of any open any information of which the Participating Organisation transaction with the alleged defaulter;

(ii) disclose may have cognisance in relation thereto;

(iii) provide o submit any evidence in its possession bearing on the transaction in question; and

(b) call upon the alleged defaulter to :

(i) furnish in writing full particulars of any open transaction with the Participating Organisation in respect of the transaction in question or request the alleged defaulter to be present before an authorised officer of the Exchange;

(ii) provide or submit any evidence in his possession bearing on the transaction in question.

(3) Where the Exchange is satisfied that a default has been made or committed by the alleged defaulter (“defaulter”), the Exchange shall, unless a satisfactory arrangement has been made between the defaulter and the Participating Organisation and the same is reported to the Exchange promptly :-

(a) cause him to be posted as a “defaulter” in the relevant defaulters list maintained by the Exchange; and

(b) cause such matter to be notified to all Participating Organisations accordingly.

(4) A Participating Organisation shall not transact business for any person who has been notified to the Participating Organisation as a defaulter under Rule 403.1(3) save and except that a Participating Organisation may proceed to sell securities held by the defaulter in accounts held with the Participating Organisation solely for the purpose of reducing a financial obligation or any other obligation relating to or in respect of any transaction in securities arising out of any matter regulated by these Rules in relation to the defaulter and provided that :-

(a) there is no dispute by any party with respect to the outstanding obligation aforesaid;

(b) the Participating Organisation has the contractual right to sell the securities and the defaulter being given prior reasonable notice;

(c) the proceeds from the sale of the securities shall be fully utilised towards reducing the outstanding obligation aforesaid; and

(d) the mark to market value (as defined in Rule 1105) of the securities sold in the manner herein shall not exceed the outstanding obligation aforesaid.

(4A) A Participating Organisation carrying out any sale of securities held by a defaulter in accounts held with the Participating Organisation pursuant to Rule 403.1(4) shall indemnify and keep the Exchange indemnified against all suits, actions, claims, demands, proceedings, losses, damages, charges and expenses of whatsoever nature and howsoever arising from, incidental to or in connection with the aforesaid sale.

(5) A person’s name will be removed by the Exchange from the defaulters list in any of the following circumstances :-

(a) upon the fulfilment by him of his obligation to the Participating Organisation concerned provided that the same shall have been notified to the Exchange by the Participating
Organisation in writing; 

(b) where the Exchange in its absolute discretion is of the view that such posting can no longer be justified.

	1. ASCM has been requesting SC and Bursa to reintroduce the defaulters’ list service to the industry as an essential credit management tool. BRIDGe has also acknowledged the importance of this service to the industry.




2. Under the previous rule, a person is identified as defaulter when he fails to meet a financial obligation with a broker of not less than RM2,000. Brokers’ opinions are sought on the amount of the financial obligation. 




3. It is proposed that the defaulters list consolidated is used only as a reference. Brokers will be given the discretion whether to trade or not to trade with the defaulters based on the broker’s own internal credit policy.


4. Brokers’ views are sought whether the industry should allow clients to access the information obtained in the defaulters’ list such as:
a. Amount in default
b. Name of the broker who posted the defaulter’s name


	Question 1: Do you support the reinstatement of the defaulters’ list service? 
a. Yes, we do support 
b. No, the defaulters’ list service is not necessary
 





Question 2: Please select the financial obligation amount that you think is appropriate to post a client  as defaulter.
a. Not less than RM2,000
b. Not less than RM10,000
c. Any amount at the discretion of the brokers based on their internal credit policy
d. Not less than RM……….(please specify) 


Question 3: Do you agree with this proposal? 
a. Yes, broker is given the discretion whether to trade or not to trade with the defaulters.
b. No, brokers are not allowed to trade with an investor once he/she is listed as a defaulter. 




Question 4: Do you think clients should have the access to information obtained in the defaulters’ list?
a. Yes 
b. No






               

























II. Direct debit of bank accounts for settlement amount  

	Issues and initiatives raised at BRIDGe workshop meetings

	Proposal
	Questions for Members

	Without direct debit banking facility, investors have to initiate payment for their trade settlement by themselves.   There are cases where investors were too busy or forgot to make payment for their trade settlements until morning of T+4. 


	To work with financial institutions on mandatory linking of share trading account with client’s banking account resulting in direct debiting the settlement amount from an investor’s account at the end of settlement day.

This will result in  an efficient settlement to the industry.



	Question 1: Do you agree with this proposal? (Yes / No)


Question 2: If you do not agree with this proposal, please explain below, the issues/reasons that make this proposal not feasible. 



Question 3: Any other comment



















III. To automate all Institutional Client Settlements using ISS

	Issues and initiatives raised at BRIDGe workshop meetings
	Proposal
	Questions for Members  

	ISS is the preferred settlement for institutional trades due to the DVP nature of settling both cash and shares electronically based on the automated pre-matching between Custodians and Brokers.

FDSS are manually supported and do not settle shares and cash concurrently. Additionally it creates counterparty risk especially for Selling Clients who are required to transfer their securities to Brokers account on T+2 but receive proceeds on T+3 by noon.  To move towards e-settlement, it is important to have a true DVP settlement for institutional trades by mandating settlement via ISS.

	Proposal 1:
Not all institutional trades are settled on the automated ISS basis. Industry to explore whether it is feasible to mandate all institutional settlement on ISS basis.

All institutional settlements should be automated to achieve efficiency. However, ISS which is mainly used by foreign brokers are higher in cost than FDSS.

Proposal 2:
If the above Proposal 1 is not feasible, the industry should then explore whether it is feasible to mandate the manual based FDSS trade to be settled on Central Matching Facility (CMF) platform. FDSS instructions can be matched on CMF and once matched it automatically creates the first level transfer in CDS. 

	Question 1: Do you agree with Proposal 1 i.e. to mandate all institutional settlement on ISS basis? (Yes / No)

Question 2: Please state the reason(s) for your answer to Question 1 below.




Question 3: If you do not agree with Proposal 1, do you agree with Proposal 2 i.e. to mandate the manual based FDSS trade to be settled on CMF platform? (Yes / No)

Question 4: Please state the reason(s) for your answer to Question 3 below.




Question 5: Any other comment(s)









IV. Ear-marking of shares at the broker-level OMS during a share consolidation exercise

	Issues and initiatives raised at BRIDGe workshop meetings
	Proposal
	Questions for Members  

	Between the ex-date and the lodgement date in a share consolidation exercise, there is a risk that investors can over-sell their shares as the quantity of shares will only be adjusted at lodgement date. This results in a subsequent force buy-in for the oversold shares. 

Controls are in place to mitigate over-selling, but this involves soft blocking investors from trading between the ex-date and the lodgement date. Manual intervention is required (i.e through remisiers) if investors want to execute a trade during this period. 


	To allow seamless trading for domestic shares during this period, it is suggested that the adjusted shares be ear-marked on ex-date to mitigate clients and remisiers from overselling during a share consolidation exercise. This will need to be done at the broker’s individual OMS level, instead of depository.  


	Question 1: Do you agree with this proposal? (Yes / No)



Question 2: If you do not agree with this proposal, please explain below, the issues/reasons that make this proposal not feasible. 




Question 3: Any other comment(s)
















V. Brokers to offer e-Rights through their own online platforms instead of relying on the banks to provide this service

	Issues and initiatives raised at BRIDGe workshop meetings
	Proposal
	Questions for Members  

	Share Registrar brought up the issue of poor response e-rights .


	Brokers to offer e-Rights through their own online platforms instead of relying on the banks to provide this service.
	Question 1: Do you agree with this proposal? (Yes / No)



Question 2: If you do not agree with this proposal, please explain below, the issues/reasons that make this proposal not feasible. 




Question 3: Any other comment(s)


















VI. Move to an opt-in approach instead of opt-out for client’s acceptance to online services

	Issues and initiatives raised at BRIDGe workshop meetings
	Proposal
	Questions for Members  

	Notifications are an integral part of all corporate actions and should be automated to achieve efficiency. 

Client’s acceptance to online service is crucial to achieve automation. 


	Industry should move to an opt-in approach instead of opt-out for client’s acceptance to the online services.

An example of the-opt in approach is requesting client’s email address as a   mandatory field in all account opening forms. This will facilitate smooth migration to e-notification.
	Question 1: Do you agree with this proposal? (Yes / No)



Question 2: If you do not agree with this proposal, please explain below, the issues/reasons that make this proposal not feasible. 





Question 3: Any other comment(s)
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