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Consolidated Sri Lanka Securities Regulations 
December, 1990 

USING THIS BOOK 

Securities industry regulations for Sri Lanka have previously existed in 20separate documents of Parliament, the Securities Council of Sri Lanka andthe Colombo Stock Exchange. Some have never been published.
Compliance with regulation is thus severely inhibited by exchangemembers, their employees and agents and listed companies. Education ofprofessionals and customers is also handicapped. Further, properly
presented exchange rules constitute contractual terms between customers,
brokers, and contra brokers. 

This Consolidation has been produced as part of the Capital MarketsDevelopment Project of USAID/Sri Lanka in December 1990 executed bythe International Science and Technology Institute, Inc. of Washington,
DC. It was produced by and is the product of two studies by theundersigned, retired Senior Vice President and Chief Regulatory Officer of
the New York Stock Exchange. 

The first was for the Asian Development Bank in December 1989 on"Implementing the Compensation Fund: Recommendations to the Sri LankaSecurities Council." The second was the present project for USAID/SriLanka on "Improving Colombo Stock Exchange Regulation" in October-November 1990. Both projects were administratively managed by ISTI. 

This volume is divided into 10 major subject Chapters. Each chapter isthen sub-divided into subject sections with the various rules on each subject
gathered together and identified under their numbers in the originatingdocument. The recommended additions and changes from the two studies 
are included numbered with a "P" for "proposed." 

Two indices are printed at the end of the volume, both referring to pagenumbers. The first index is by Originating Document and the second byName of Regulation. The names of the Originating Document have beenabbreviated in the Indices but not in the text. These abbreviations and theoriginating document are listed at the beginning of each Index. 

Each Chapter has 100 numbers assigned but only a few are used initiallyfur the topical sub-divisions. The Chapter and Sub-division topics with 
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their numbers may be quickly viewed in the Table of Contents above. Also,
duplicates of all of the Definitions in the volume have been brought
together for an initial Chapter immediately following. 

The Chapters and their numbers are: 

....1. Definitions 
100. Organization and Governance 
200. Registration and Listing of Securities 
300. Exchange Trading 
400. Settlement of Ccmtracts 
500. Qualification of Entities and Personnel 
600. Ethical Conduct 
700. Supervision and Control 
800. Financial and Operational Responsibility 
900. Discipline
 
1000. Arbitration
 

This document was produced in New Tersey, USA, on a Macintosh 
computer using the Microsoft Word and Excel programs. The sections on 
CSE listing rules and recommended new rules were the only parts
previously computerized. Those at the Colombo Stock Exchange were on 
Word Perfect for IBM and the recommended rules were on Microsoft 
Works for IBM. The remaining te.ts were r&-produced in Westfield, NJ, by
optical scanning and manual input on Word Perfect, and all were then 
translated to Macintosh/Word for crganization and editing. After initial 
printing, the document will be reconverted to Word Perfect for future 
changes in Celombo. 

Four small parts of the copy available in New Jersey could not be read and 
are indicated as "Text Missing" in the following document at CSE Articles 
4, 5, 14, and 34. 

The need to work in both Macintosh and IBM necessitated manual rather 
than computerized construction of the Contents and Index in both Word 
and Microsoft Excel in order to later translate to Word Perfect But spread
sheet translations are not successful - future editions in Sri Lanka will need 
reconstruction of the Contents and Indices. 

by Robert M. Bishop
at Westfield, NJ, USA, December 18, 1990 
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Consolidated Sri Lanka Securities Regulations 

1 - CONSOLIDATED DEFINITIONS
 

Act 55. - Definitions -
 In this Act, uniss the context otherwise requires-

Investor' means a person who Inest In securities purchased or transacted through a licensed
stock broker of a licansed stock oxchangs; 

'listed public company" means any public company which has its securities listed or quoted on a
licensed stock exchange; 

'listed scuritiea. means sEcurtias of any listed public company, 

"securities' means debentures, stocks and sh2res in a public company or corporation, funds orbonds of any government or of any body, corporate or unincorporated, Including any right oroption in respect thereof or any othor certificate or Intemst bought or sold on a stock exchange; 

"stock exchange' means a market, exchange or other place at which securities are regularlyoffered for sale, purchase or exchange, including any services connected with such business; 

"stock broker' moans any individual or body corporate ongagad In the business of buying orselling of sacurites on behalf of Investcrs in return for a Comrn'sslon; 

.stock dealer' means any IndIvidual or body corporata engaged In the businoss of buying ors.lling of securities or in the dealing or jobbing or trading of sacuritles, or the undorwriting or
retail!ng of securitles. 

SC Guidelines 2. - Definitions - () Advertisement mear any material for use in aiynewspaper or magazine or other public medium or by radio, telephone, recording or
 
television.
 

(g) 'Sales Literature* means printed or processed material detailing the facilities and services
offered by a nmembar conipany or its personnel to the public.
 

Act 34 - Definitions, Insider Trading 

Connected with a Company ­ (1) For the purposes of this Part of this Act, an individul Is 
connected with a company if, and only if­

(a) he is a director of that company or a ralated comprny; or 

(b) he occupies a position as an officer (other than director) or employee of thst company or arelated company or a position Involving a professional or business relationship between himself(or his ,mployar or a company of which he is a director) and the first company or a related companywhich in either case may re;a3onabiy be expected to give him accoss to Information which, Inrelation to listed securities of either compatny, is unpublished price sensitive information andwhich it would be reasonable to expect (a person in his position not to disclose except) for the 
proper performance of his function. 

Unpublished Price Sensitive Information (2) Any reference In this Part of this Act to 'unpublishedprice sensitive information' In relation to any I!sted securities of any company is a reference to 
information which­

.3 
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(a) relates to specific matters relating, or of concern, (directly or Indirectly) to that company that Is 
to say, isnot of a genral nature relating or of concern to that company;, and 

(b) Is not generally known to those persons who are accustomed or would be likely to deal In 
those listed securities but which would If it were generally known to them be likely to affect 
materially the price of thcse securities. 

(3) Inthis Part of this Act except where the context otherwise requires­

.company' means a listed public company within the meaning of this Act; 

.related company', In relation to any company means any body corporate which is that company'3 
subsidiary associate or holding company, or a subsidiary of that company's holding company, 

'take-over offer for a company' means an offer made to all the holders (or all holders other than 
the person making the offer and his nominees) of the shares in the company to acqulra those 
shares or a specified proportion of them, or to all the holders, or all the holders other than the 
person making the offer and his nominees, of a particular class of those sharms to acquire the 
shares of that class or specified proportion of them. 

SC Rules 90 21. Definitions - In these rules, unless the context otherwise requires ­

(I)'Act' means the Securities Council Act, No.36 of 1987. 

(2) 'Council' means the Securities Council established under the section 21) of the Securities 
Council Act, No.36 of 1987. 

(3) 'Company' means a company incorporated under the Companies Act, No.17 of 1982 or any 
other legislation relating to companies. 

SC Rules 5/18/90 2. - Definition, Act - In these regulations- 'Act' means the Securities 
Council Act, No. 36 of 1987. 

SC Guidelines 2. - Definitions - (f) *Advertisement' means any material for use in any 
newspaper or magazine or other public medium or by radio, telephone, recording or television. 

(g) 'Sales Uteraturo' means printed or processed material detailing the facilities and services 
offered by a member company or its personnel to the public. 

CSE Article 2. - Duffinitions - In these Articles if not inconsistent with the subject or context, 
the words standing in the first column of the table next hereinafter contained shall bear the 
meanings set opposite to them respectively in the second column thereof -

Words - Meanings 

The Exchange - 'Colombo Securitio3 Exchange (Guarantee) Umited" 

The Office - Thm Registered Office of the Exchange for the time being and from time to time 

The Statutes - The Companies Act No. 17 of 1982 and every other Act for the time being Ir, force 
concerning companies and affecting the Exchange 

The Act - Has the same meaning assigned thereto as 'tha statutes' 

4 
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These Presents - These Articles of Association Including any alterations thereto by special
resolution from time to time 

Special Resokution - Has te meaning asined ther#to by the Act 

Broker - Any compa-y Incorporated In Sri Lanka carrying on the business of a Broker in stocks 
and/or shares and all of whose directors are licensed to carry on the business of Brokers 
The Exocutive Committee - The Members of the Executive Committee lor the time being andfrom time to time and the requisite quorum of the Committee where any act is required to be dona 
by the Comnitte 

General Meeting -Annual General Meeting and/or an Extraordinary General MeeUiV
 

Seal - The Coonrnn Seal of the Exchange
 

Month - Calendar Month 

Year -Calendar Year 

In Writing - Written or produced by any substitute for writing, or pariy one and partly another 

Words importing the singular number only shall Include the plural and vice versa and wordsimporting the masculine gender shall irilude the feminine gender and words importing persons
shall include corporations and :ompanies. 

Save as aforesaid, any words or expressions defined in the Act shall if not inconsistent with thesubject or context, bear the same meaning InThese Presents. 

P21OA, Definiltions, Securities - The term "Igcurty or 'securities' shall have the commonmeaning of stocks, bonds and similar financial instruments.
 

The term 'stock" includes voting trust certificates, certificates of deposit for stocks, rights,
warrants, and other securites of a type classified for trading as stocks by the Exchange.
 

The term 'bond' Includes debentures, notes, certificates of deposit for bonds, debentures ornotes 'Ar,d other securities nf a type classified for trading as bonds on the Exchange. 

P210B, Definitions, Orders - Cash - a transaction for settlement the same day between 
brokers directly, 

Reaular Way- a transaction for settlement on the Settlement Date as established by the Board.Any default insutuement by a broker creatas a new contrrict for a fail-to-deliver vs. a fail-to-receive. 

Delayod delivey - a transaction fixed b contract of the parties for settlement directly between
broker.; at a date later than regular way settlement, 

Market ..an order to timely buy or sell a specific quantity of a security at the best price available inthe exchange market pursuant to the procedures of the exchange. 

Urnit - an order to buy or sell all or part of a specified quantity of a security at a stated limit price orbett.; as soon as possible pursuant to the procedures of the exchange. 

MI or None - An order to buy or sell a specific amount of a security larger than one trading unitsimultaneously and not partially - but the total may be to more than one broker. 

,J
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Not-held - An order to buy or s41 all or part of specific amount of a security
using the broker's judgement as to timing, and not holding the broker responsible to acquire or 
dispose of the maximum quantity for which without timing judgement he might compete in the 
market 

P606B - Definitions, Research Reports - Research report are generally defined as 
an analysis of individual compalas, industrks, market conditions, securities or other 
investment vehicles which provide infornation reasonably sufficient upon which to base an 
investment decls; on. 

P212, Short Sales - Orders to sell securities not bneficially owned by the seller. 

P403B - Definition - The terms Oemployee representative, agent, agent raprasentative" refer 
to persons engaged in the solicitation of orders for the purchase or sale of securities or simlar 
Instruments for the accounts of customers or membrs or In the solicitation of management
investment service on a fee basis by a member. 

Chapter One - Organization and Governance 

101. SECURITIES COUNCIL 

ORGANIZATION 


Act 1. - Securities Council, Short 
Title - This Act may be cited as the 
Securities Council Act, No. 36 of 1987, and 
shall come into operation on such date 
(hereinafter referred to as the 'appointed 
date') as may be appointed by the Minister 
by Order published in the Gazette. 

Act 2. - Securities Council 
Establishment - (1) There shall bo 
established a Council which shall be called 
the Securities Council (hereinafter referred 
to as 'the Council') consisting of the 
persons who are members thereof under 
Section 3. 

(2) The Council shall, by the name assigned 
to is by sub-section (1), be a body corporate 
and shall have perpetual succession and a 
common seal and may sue and be sued in 
such name. 

Act 3. - Securities Council 
Membership - ';)The Council sh&ll 
consist of. 

(a) The following members to be appointed 
by the Minister (hereinafter referred to as
"appointed members'). 

(I) a Deputy Governor of the Central Bank 
nominated by the Governor of such Bank; 
and 

(ii) six other persons who appear to the 
Minister to have wide experience and shown 
capacity In legal, financial, business or 
admitnlstrativematters; 

(b) the following ex officio members:­

(i) the person for the time being holding the 
office of Deputy Secretary to the Treasury;, 

(ii)the person for the time being holding the 
office of Reg.star of 
Companies; and 

(Ili) the person for the time been holding the 
office of President Institute of chartered 
Accountants, established by the Chartered 
Accountants Act. No. 23 of 1959. 

(2) The Minister shall nominate from 
amongst the members of tha Council, one 
member to be the Chairman of the Council. 

6 
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Act 4.- Securities Council Term of 
Office - Every appointed member of the 
Council shall, unless he vacates office either 
by death, resignation or removal,hold office 
for a term of three years and shall be eligible 
for reappointment. 

Act 5. Securities Council, Member 
Removal and Resignaton - (1) Any
appointed member of the Counci may at any
time resign his office by letter to that effect 
addressed to the Minister and such
resignation shall take effect upon It being
accepted by the Minister Inwrting. 

(2) The Minister may, by Order published in 
the Gazette, remove, any appointed
member from office without assigning any 
reason therefor and such removal shall not
be question any court. 

(3) In the event of the vacation of office by 
death, resignation or removal oi anyappointed member, the Minister may appoint
another person, having regard to the 
provisions of paragraph (a) of subsection (1)
of section 3 hold office for the unexpired 
period of the term of office the memnber 
whom he succeeds. 

(4) If any appointed member of the Council 
Is temporarily unable to perform the duties of 
his office during any period due to ill-health 

or absence from Sri Lanka or for any other
 
cause, the Minister may appoint some other 

person to act in his place during such a 
period having regard to the provisions of 
paragraph (a) of subsection (1)of section 3. 

Act 6. - Securities C o u n c iI,
Remuneration - The members of the 
Council may be paid such remuneration out 
of the fund of the Council as may be 
determined bythe Minister. 

Act 7.- Securities Council Meetings -
The Chairman of the Council shall if present,
preside at all meetings of the Council. Inthe 
absence of the Chairman from any such
meetings, the members re~snt shall elect 
one of the members to preside to such 
meeting. 

(2) The quorum for any meeting of the 
Council shall be five members and the 
Council may subject to the requirement as to 
quorur regulate the procedure in regard to 
the meetings of the Counril and the 
transaction of business at such meetings. 

(3) All questions for decision at any meeting
of the Council shall be decided by the vote 
of the majority of the members present. In 
the case of an @quality of votes the member 
presiding shall have a casting vote. 

Act 8. - Securities Council Chairman 
- (1) If the Chairman of the Council is by 
eason of Illness or absence from Sri Lanka 

temporarily unable to perform the duties of 
his office ths Minister shall nominate another 
member of the Council to act in his place. 

(2) The Minister may, without assigning any 
reason therefor, terminate the appointment
of the Chairman. 

(3) The Chairman may at any timt; resign
from the office of Chairman by a letter 
addressed to the Minister. Such resignation
shall take effect upon it being accepted by
the Minister in writing. 

(4) Subject to the provisions of subsections 
(2) and (3) the term of office of the Chairman 
shall be his period of membership of the 
Council. 

Act 9. - Securities Council
 
Disclosure of Interest 
- A member who 
Is directly or Indirectly interested in any
decision that Is to be taken on any matter by
the Council shall disclose the nature of such 
interest at the meeting of the Council where 
such decision is being taken. The 
disclosure shall be recorded in the minutes 
of the meetings of the Council and such 
member shall not take part in any
deliberation or decision of the Council with 
regard to that matter, and shall withdraw from 
such meeting while such deliberation is in 
progres or such decision is being made. 

Act 10. - Secu:rities Council Vacancy
Effect on Decisions - No act or decision 
or proceeding of the Council shall be 
Invalidated by reason only of the existence 

7 
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of a vacancy among its members or any
defect in the appointment of a member 
thereof. 

Act 11. - Securities Council Seal ­
(1) The seal of the Council shall be in the 
custody of the Council. 

(2) The seal of the Council may be altered in 
such manner as may be determined by the 
Council. 

(3) The seal of the Council shall not be 
affixed to any instrument or document 
except In the presence of the members of 
the Council who shall sign the instrument In 
token of their presence. 

Act 42. - Securities Council, Director 
General - (1) The Minister shall, in 
consultation with the Council, appoint a 
Director-General of the Council, who shall be 
its chief executive officer. The conditions of 
employment Including remuneration of the 
Director-General shall be determined by the 
Minister. 

(2)The Director-General shall, subject to the 
general direction and control of the Council, 
be charged with the direction of the affairs 
and transactions of the Council, the 
exercise, discharge and performance of its 
power, actions and duties, and the 
administration and control of the employees
of the Council. 

(3) The Director-General may, with the 
approval of the Council, whenever he 
considers it necessary to do so, delegate to 
any employee any power, function or duty 
conferred or Imposed on or assigned to him 
by this Act and such employee shall 
exercise, discharge and perform such 
power, function or duty subject too the 
general or special directions of the Director-
General. 

(4) The Minister may remove from office the 
Director-General appointed under 
subsection (1)and such removal shall not be 
called in question in any Court. 

Act 43. - Securities Council Staff ­
(1) The Council may appoint such other 

officers and servants as It considers 
necessary for the efficient discharge of its 
functions. 

(2) The officers and servants appointed
under subsection (1) shall be remunerated 
In such manner and at such rat&s and shall 
be subject to such conditions of service as 
may be detarrlned by the Council. 

(3) At the request of the Council any officer 
In the public service may, with the consent of 
the officer and the Secretary to the Ministry 
of the Minister in charge of the subject of 
Public Administratlon, be temporarily 
appointed to the Council for such period as 
may be determined by the Council with Hlke 
consent, or be permanently appointed to 
such staff. 

(4) Where any officer in the public service is 
temporarily appointed to the staff of the 
Council, the provisions of subsection (2) of 
Section 13 of the Transport Board Law, No. 
19 of 1978, shall mutatis mutandis, apply to 
and in relation to him. 

(5) Where any officer In the public service is 
permanently appointed to the staff of the 
Council, the provision of subsection (3) of 
section 13 of the Transport Board Law, No. 
19 of 1978, shall, mutatis mutandis, apply to 
and Inrelation to him. 

(6) Where the Council employs any person 
who has agreed to serve the Government for 
a specified period, any period of service to 
the Council by that person shall be regarded 
as service to the Government for the 
purpose of discharging the obligations of 
such agreement. 

(7) At the request of the Council any 
member of the Local Government Service or 
any other officer, or servant of a local 
authority, any , with the consent of such 
member, officer or servant and the Local 
Government Service Commission, or the 
local authority, as the cause may be, be 
temporarily appointed to the staff of the 
Council for such period as may be 
determined by the Council with like consent 
or be permanently appointed to such staff 
on such terms and conditions including 

8 
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those relating to pension or provident fund 
rights as may be agreed upon by the Council 
and the Local Government Service 
Commission or that local authority. 

(8) Where any member of the Local 
Government Service or any officer or servant
ofanylocWauhoitylsappointedtmperarIly 
under suibsection (7) to the staff of the 
Council, he shall be subject to the same 
disciplinary control as any other member of 
such staff. 

Act 44. - Securities Council 
Temporary Staff - (1) At the request of 
the Council any officer or servant of a public
corporation may, with consent of such officer 
or servant and the governing board of such 
corpc'ration, be temporarily appointed to the 
staff of the council for such period as may be 
determined by the Council with like consent 
or with like consent be permanently
appointed to the staff of the Council for such 
period as may be devermined by the Council 
with like consent or with like consent be 
permanently appointed to the staff of the
Council on such terms and conditiorns, 
including those relating to pension or 
provident fund rights, as may be agreed 

upon the Council and the governing board 

of such corporation, 


(2) Where any person is appointed whether

temporariy or permanently under 

subsection (1) to the staff uf the Council he 

shall be subject to the same disciplinary 
control as any other member of the staff. 

Act 47. - Securities Council, Public 
Servants - All members, officers and 
servants of the Council shall be deemed to 
be public servants within the meaning and
for the purposes of the Penal Code. 

Act 48. - Securities Council & 
Bribery Act - The Council shall be 
deemed to be a Scheduled institution within 
the meaning of the Bribery Act, and the 
provisions of the Act hall be construed 
accordingly. 

Act 54. - Securities Council & 
Companies Act - The Companies Act, 
No. 17 of 1982 is hereby amended by the 

repeal of avctlons 220, 221, and 223 of that 
Act. 

102. SECURITIES COUNCILOBJECTS, POWERS 

Act 12. - Securities Council Objects 
- Thsobjcts of the Councl sl bb­
(a) the creation and ainteinance of a market 
In which securities can be Issued and traded 
In an orderly and fair manner;, 

(b) the protection of tha financial Interest of 
Investors; 

(c) the operation of a Compensation Fund to 
protect Investors from financial loss arising
from the failure of a licensed stock broker cr 
licensed stock dealer to meet his contractual 
obligations and 

(d) the regulation of the securities market 
and to ensure that professional standards 
are maintained In such market 

Act 13. - Securities Council Powers, 
Duties and Functions - For the 
purpose of carrying out Its objects the 
Council may exercise, perform and 
discharge all of any of the following powers, 

dutiots and functions: ­

(a) to grant a licen"e to a body corporate to 
operate as a stock exchange and ensure the 
proper conduct of Its business; 

(b) to grant a license to any person to
operate as a stock broker or a stock dealer
 
as, the case may be, and ensure the proper
 
conduct of their business;
 

(c) to give directions to a licensed stock 

e 

(d) to grant compensation to any investor 
who suffers pecuniary oss resulting from the 
failure of a licensed stock broker or a 
licensed stock dealer to meet his contractual 
obligations; 

(e) t advise the Government on the 
development of the securities market; 

9 
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(f) to employ such officers and servants as 
may be necessary for the purpose of 
carrying out the work of the Council; 

(g) to frame rules on mtters in respect of 
which rulfs are required to be made under 
this Act; 

(h) to suspend or cancel the listing of any 
securities or the trading of any given 
securities, for the piotection of Investors; 
(i) to Inquire into the business affairs of a 
licensed stock exchangc, stock broker or 
stock dealer and public companies listed 
with a licensed stock exchange; 

(j) to publish findings of malfeasance by any 
licensed stock broker or stock dealer or any
public company listed with the licensed 
sock exchange: 

(k) to implement the policies and 
programms of the Government with respect 
to the markut in securities; 

(I) to acquire in any manner whatsoever and 
hold, take or give or, lease or hire, mortgage, 
pledge, sell or otherwise dispose of any
immovable or movable property; and 

(m) to do all such other acts as may be 
incidental or conducive to the attainment of 
the objects of the Council or the exercise of 
its powers under this Act. 

Act 53. - Securities Council Rules -
Without prejudice to the generality of tho 
powers conferred upon it by section 13, the 
Council shall formulate the following rules as 
may be required from time to time for the 
purpose of ensuring orderly and fair trading 
in securities and prcection of Investors 
interest-

(a) listing of securities In a licensed stock 
exchange; 

(b) disclosures by dealers about share 
transactions, by persons who acquired or 
disposed of securities and by a licensed 
stock exchange about security transactions; 

(c) Proper maintenance of books, records, 
accounts and audits by licensed stock 
deales and licensed stock brokers and 
regular reporting by such licensed stock 
deaeors and licensed stock brokers to the 
council of t*r affairs. 

Act 14. - Securities Council Powers 
of Inspection - The Council shall In 
addition to the powers specified in section 
13alsohavethepowerto­

(a) conduct regular Inspections of the 
activities of licensed stock exchanges, stock 
brokers and stock dealers In order to 
determine whether they are operating in 
conformity with the rules and regulations 
mad%. under the provisions of this Act and 

(b) require licensed stock brokers and stock 
dealers to file with the Council, annual 
balance sheet and Income statements, 
certified by a qualified auditor in the form and 
manner specified by the Council. 

Act 24. - Securities Council 
Approval of Rules of an Exchange ­
(1) The rules of a licensed stock exchange, 
in so far they have been approved by the 
Council, shall not be amended, varied or 
rescinded without the prior approval of the 
Council. 

(2) Where the Board of Directors of a 
licensed stock exchange wish to amend its 
rules t shall forward by written notice to the 
Council the amendments, whether by
rescission, alternation or addition, to such 
rules which such licensed stock exchange 
wish to make. 

(3) The Council shall, after hearing the 
licensed stock exchange, and within twenty­
one days of receipt of a notice under 
sub3ection (2) give written notice to the 
stock exchange stating whether such 
amendments to the rules are allowed or 
disallowed. 

In case such rules are disallowed, the 
Council shall give reasons for such 
disallowance. 

10 
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(4) Upon receipt of notice under subsection 
(3), the stock exchange, shall give 
immediate effect to such notice. 

(4) An individual sha!I not, by reason only of 
havino information relating to a particular
transaction, be prohibited by any provision
of this section from doing anything, if he 
does that thing in order to facilitate the 
completion or carrying out of the transaction. 

103. SECURITIES COUNCIL 

FINANCE 


Act 35. - Securities Council Fund -(1)The Council shall have its own Fund-

(2)There shall be paid Into the Fund-

(a)all such sums of money as may be voted 
upon from time to time by Parliament for the 
use of the Council; 

(b)all sums of money as may be paid as fees 
under section 15 and section 20; 

(c) all such sums of money as may bereceived by the Council by way of donations, 
gifts or grants from any source whatsoever, 
whether in or outside Sri Lank&. 

(3) There shall be paid out of the Fund al;
such sums of money required to defray the 
expenditure incurred by the council In the 
exercise, discharge and performance of its 
powers functions and duties. 

Act 36. - Securities Council 
Financial Year - The financial year of the 
the Council shall be the period of twelve 
months commencing on the first day of 
January each year. 

Act 37. - Securities Council Audit -
(1)The Council shall cause proper books of 
accounts to be kept of the income and 
expenditure, assets and liabilities and ti1 

other transactions, of the Council. 

(2) The provisions of Article 154 of the 
Constituion relating to the audit of accounts 

of public "orporAltions shall apply to the audit 
of the accounts of the Council. 

Act 38. - Comipansatlon Fund -(1)There shall be established a fund called the 
Compensation Fund, for the purpose of 
granting compensttlon to any investor who 
suffers pecuniary loss resulting from the 
failure of a licensed stock broker or licensed 
stock dnaler to neet his contractual 
obligations. 

(2) The Compensatlon Fund shall consist of 
such sums of moneys as may be voted upon 
by Padliament for the purpose of the Fund. 

(3) Moneys belonging to the Compensation
Fund may be Invested by the Council in 
such manner as may be determined by the 
Council. 

Act 39. - Compensation Committee -
(1) The Minister shall appoint from among
the members of the Council, three members 
wh,' shiAli comprise the Compensation 
Committee (hereinafter referred to as the 
'Commirtee') of the Council. 

(2) The Committee appointed under 
subsection (1) shall be responsible for 
assessing and awarding compensation in 
respect of any application made under 
section 40 and the decision of such 
Committee on any such assessment or 
award shall for all purposes be final and 
conclusive. 

Act 50. - Securities Council, 
Indemnity - (1) No suit or prosecution shall 
be instituted against any member of the 
Council or against any of the officers or 
servants of the Council for any act which in 
good faith Is done or purported to be done 
by such person under this Act or on the 
direction of the Council. 

(2)Any ex:penses incurred by the Council in 
any suit or prosecution brought :-, or against
it before any court, shall be paid out of the 
Fund of the Council, and any costs paid to, 
or recovered by, the Council in any such suit 
or prosecution shall be credited to the Fund 
of the Council. 
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(3) Any expenses incurred by any such 
person as is referred to in subsection (1)In 
any suit or prosecution brought against him 
before any court in respect of any act which 
is done or purported to be done by him 
under this Act or on the direction of the 
Counc!) shall, ifthe court holds that such act 
was done in good faith be paid cut of the 
Fund of the Council, unless such expenses 
are recovered )yhim in such spilt o r 
prosecut on. 

(3) The Council shall make rules relating to 
the assessment of compensation payable 
and the assessment of compensaion by 'di 
Committee under subsection (2)shall be In 
accordance with such rules. 

104. AUTHORITY OF MINISTER 

Act 49. -Minister, Reports to - The 
Minister may, from time to time, direct the 
Council to furnish to him insuch form as he 
may require returns, arcounts and other 
Information with respect to the work of the 
Council and the Council shall r:arry out any 
such direction. 

Act 52. - Minister, Rogulations Made 
by - (1) The Minister may make regulations 
in respect of matters required by this Act to 
be prescribed or !n respe.,t of which 
rbgulations are authorized to be made. 

(2) Every regulation made by the Minister 
shall be published inthe Gaze tie and shall 
come into operation on the Elate of such 
publication or on such later da':e as may bo 
specified inthe regulation. 

(3) Every regulation made by the Minisler 
shall, as soon as it Is converlent after its 
publication in the Gazette. ')e brought 
before Parliament for apl.r val. Any 
regulation which is not so apprved shall be 
deemed to be rescinded as frorn the diate of 
such disapproval, but without prejudice to 
anything presiousiy done thereunder. 

(4) Notification of the date on which any 
regulation deemed to be rescinded shall be 
published In the Gazette. 

SC Rules 1990. 21. - Definitions of 
Act, Council, Company - In these 
rulns, unless the context otherwire requires 
-

(i) 'Act' means the Securities C18unci. Act, 

(2) 'Council' moans the Securities Council 
established urJer thu sectlon 2(1) of the 
Securities Council Act, No.36 of 1987. 

(3) 'Company' means a company 
Incorporated under the Companies Act, 
No.17 of 1982 or any other legislation 
relating to companies.
 

105. ORGA ZArON OF 
1 O5. STOCKIEXCHONGECOLOMBO STOCK EXCHANGE 

CSE Memoranaum 1. - CSE Name -

The name of the Company is 'COLOMBO 
SECURITIES EXCHANGE (GUARANTEE) 
LIMITED* (the Exchango'). 

CSE Memorandum 2. - CSE 
Registered Office - The Registered 
Office of the Exchang3 will be situated inthe 
District of Colombo. 

106. CSE OBJECTS AND POWERS 

CSE Memorandum 3. - CSE Objects 
- The Objects for which the Exchange is 
established are: 

A. PRIMARY OBJECTS 

(1) To provide, regulate, control and 
maintain facilities for conducting the 
business of a Stock Exchange inSri Lanka. 

(2) To provide, regulate and maintain a 
suitable building, room or rooms for a Stock 
Exchange in Sri Lanka. 

(3) To establls' a Stock Exchange Trading 
Floor and to admit to such Voor members 
and such other class of members as the 
Executive Committee of the Exchange may 
in Its discretion determine to admit and to 
regulate and supervise their conduct 
thereafter and deal with any improper
conduct in such manner es shall be thought
fit. 
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(4) To regulate and control the methods In 
which the business of stock and share 
'brokers' are to be carried on and to make 
and enforce rules and regulations for that 
purpose. 

(5) To promote and protect the Interest and 
welfare of such brokers and to promote and 
enforce honourable practices and to 
discourage and supprew malpractices. 

(6) To record transactions between such 
brokers and to furnish reliable quotations of 
market prices. 

(7) To act Ifso desired as arbitrator )n tho 
settlement of all disputes and differences 
between brokers or between brokers and 
their clients, arising in the course of their 
business. 

(8) To establish an exchange or place of 
meeting for such brokers. 

(9) To make and amend Rules, Regulations
and Bye-Laws for any of the above purposes
and to make and from time to time to a&ter if 
necessary a scale of charges for brokerage 
and other standard charges In all 
transactions, 

B. ANCILL'RY POWERS 

(1) To lend or otherwise deal with the 
monies of the Exchange in such manner as 
may from time to tome be determined by the 
Members of the Executive Committee of the 
Exchange. 

(2) To invest the monies of the Exchange 
not Immediatoty required by the Exchange in 
Savings Accounts and/or Fixed Deposits
with any Bank or Banks operating in Sri 
Laika and such other Government 
Securities as the Executive Committee may
determine. 

(3) To borrow or raise and In any manner 
secure the payment of monies for the 
purposes of or In connection with the 
business of the Exchange. 

(4) To mortgage and charge the undertaking
and all of the movable and immovable 
property asse, present or future, and ail or 
any of the uncalled capital for the time being
the Exchange, and to issue at par or at a 
premium or discount, and for such 
consideration and with and sub!ect to such 
rights, powers, rrMleges and conditions as 
may be thought fit, debentures or 
debenture-stocks either r.,ormannt or 
rederrmtbe or repayable and to make and 
Issue other forms of security and collaterally 
or further to secure any securities of the 
Exchange by a Trust Deed or other 
assu; atco. 

(5) To draw, make, accept, endorse,
negotiate, discount and execute promissory 
notes, bills of Exchange and other 
negotlable instruments and commercial or 
trading documents. 

(6) To purchase, take on leased or in 
exch.ang hire or otherwise acquire and hold 
for any estate or Interest any !ands,
buildings, easements, rights, privileges,
concessions, patents, patent rights, trade 
n.arks, trade names, licenses, secret 
processes, machinery plant, stock-in-trade, 
and movable or Immovable property of any
kind whatsoever, necessary or convenient 
for the purpose of or In connection with 
business of the Exchange or any branch or 
department thereof and also to purchase or 
otherwise acquire or undertak:, the whole or 
any part of the business uridertaklng, 
property rights, assets liabilities and 
transactions of any other company,
corporation, firm or person carrying on I Sri 
Lanka or elsewhere business with this 
Exchange is auth:rized to carry on, or 
possessed of any property or rights suitable 
for the purposes of this Exchange for such 
consideration and on such terms as the 
Exchange may determine. 

(7) To sell, Improve manage, develop, 
exchange, mortgage, dispose of, turn to, 
account, let, lease or demise (whether on 
rent, royalty or with share of profits or 
otherwise) and in any other manner to deal 
with all or any part of the undertaking, 
property, assets and rights of the Exchange,
and to grant licences, easements and other 
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rights in or over the same, and to sell or 
dispose of the business, undertaking, 
property rights, assets, liabilities and 
transactions of the Exchange and In any of 
such cases to accept payment for the same 
either in cash, by installments or otherwise, 
cr in fully or party paid up shares of anyother 
company or corporation wl'h or without 
preferred or daferred or guaranteed rights In 
respect of dividend or repayment of capital 
or otherwise or in debentures or mortgage 
debentures or debenture stock, mortgages 
or other securities of any company or 
corporation or partly In one mode and partly 
In another, or for such other consleiration 
and generally on sqc!h terms as the 
Exchange may determine and to hold, 
dispose of or otherwise deal with any shares, 
stock, or securities so acquired, 

(8) To erect, construct, lzy down, enlarge, 
alter and maint&in any roads, offices, 
buildings and such other structures 
necessary or convenient fo. the business of 
the Exchange and to contribute to or 
subsidize tho erection, construction and 
mnaintenance of any of the same. 

(9) To grant pensions, allowances, 
gratuities, bonuses and other benefits to 
officers, ex-officers, employees and ex-
employees (including Members and Ex-
Members of the Executive Committee) of 
the Exchange or Its pzedecessors in 
business or the dependents or connections 
of any such persons to ,stablish, contribute 
to and maintain or concur or join with any 
other companies, corporations, firms or 
persons in establishing, contributing to and 
maintaining trusts, funds, or schemes 
(whether contributory or non-contributory) 
with a view to providing pensions, provident 
fund benefits, sickness or compassionate 
allowances, life assurances or other benefits 
for any such persons as aforesaid, their 
dependents or connections and to support 
or subscribe to any charitable t,!nds or 
institutions, the support of which may, in the 
opinion of the Members and Ex-Members of 
the Executive Committoo, be calculated 
directly or indirectly to "nefit the Exchange 
or its officers or emoloyees and to institute 
and maintain any ckb or other establishment 
or profit sharing scheme t-alculated to 

advance the interests of the Exchange or its 
officers or employ-res. 

(10) To ener Into any partnership 
arrangement or arrangements for sharing 
profits, union of interests reciprocal 
corcession, or co-operation with any 
comppany, firm or pers'3n carrying on or 
proposing to carry on any busin:ss within 
tho objects of this Exchange and to attend 
to and deal with any ancillary function in 
connection therewith and generally to 
subsidize or otherwise assist any such 
company. 

(11)To establish or prmote or concur in 
establishing or promoting any other 
company whose objects include the 
acquisition and taking over of all or any part 
of the business, undertaking, property 
rights, assets, liabilities and transactions of 
this Exchange or the promotion of which 
shall be in any manner calculated to advance 
directly or indirectly the objects or Interests 
of this Exchange. 

(12) To amalgamate witsi any other company 
who objects are or include objects similar to 
those of this Exchangs whether by sale or 
purchse (forfully or partly paid up shares or 
otherwise) of the undertaking, subject to the 
llabllies of this or any such other company 
a3 aforesaid with or without winding-up or by 
sale or purchase (for fully or partly paid up 
shares or otherwise) of all or a controlling 
Interest In this or any other company as 
aforesaid, or by partnership, or any 
arrangement !)f the nature of partnership, or 
any other manner. 

(13) To undertake and execute any trusts the 
undertaking whereof may seem desirable, 
and either gratutously...Missing 

Text 
(14) To adopt such means of making known 
the business of the Exchange and of others 
as may seem expedient and in particular by 
advertising in the press, on the ,adio and or 
television by circulars, by purchase and 
exhibition of works of art or interest by 
publication of books and periodicals and by 
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granting prizes, rewards and donations and 
by propaganda of all kinds. 

(15) To appoint, engage, employ, maintain, 
provide for, dismiss, and terminate officers, 
managers and other employees of every
description and to remunerate any such at 
such rate and in such manner as shall be
thought fit. 

(16) To promote freedom of contracts and to 
resist, Insure against, counteract,
discourage Interference therewith and to
subscribe to any Exchange or fund for any
such purposes, 

(17) To aid pecuniarily or otherwise, any
Exchange body or movement having for an
object the solution settlement or
surmounting of Industrial or labour problems,
troubles or disputes or the promotion of 
industry or trade, 

(18) To enter into any arrangement with any
Government or other authorities supreme,
muniz-apal, local or otherwise and to obtain 
from any such Government or Authority, all
rights, concessions and privileges that may 
seem conducive to any/all objects of the 
Exchange.
 

(19) To prIcure the Exchange to be
registered, incorporated or otherwise 
empowered 'rrrepresented inany country or 
place outside Sri Lanka. 

(20) To pay all expenses incidental to theformation or promotion of this Exchange. 

(21) To do all such other thirgs as are 
incidental or conducive to the above objects 
or any of them. 
C. STATEMENT OF OBJECTS 

Generally to carry on any other businesswhich may see;n capable of being 

conveniently carried on in connection with
the primary objects and/or ancillary powers 
aforesaid as may be calculated uirectly or 
indirectly to enhance or otherwise render 
profitable the business of the Exchange. 

CSE Ar:lIe 3. - CSE Objects - The 
Exchange Is established for the purpose 
specified In Clause 3A of the Memorandum 
of Assodation. 

107. CSE MEMBER FINANCIAL
 
OBLIGATIONS
 

CSE Memorandum 4. - CSE Member 
Liability - The liability of members islimited. 

CSE Memorandum 5. - CSE Member
Guarantee on Winding Up - Every
member of the Exchange undertakes to 
contibute to the assets of the Exchange inthe event of Its being wound up while he is a 
member, or within one year after he ceases 
to be amember for the payment of the debts
and liab!iities of the Exchange contracted 
before he ceased to be a member, and of 
the co3ts, charges and expenses of winding 
up and for the adjustment of the rights of thecontribute among themselves such amount 
as may be required not exceeding Rupees
Fifty Thousand (Rs.50,000/-) 

108. CSE EXEMPTION FROM
 
COMPANIES ACT
 

CSE Article I. - CSE Exemption fromCompanies Act - The Rules contained in
Table 'C' of the First Schedule to the 
Companies Act No. 17 of 1982 shall not apply
to the Colombo Securities Exchange 

(Guarantee) Umited which shall be governedby the Rules contained in these Articles butsubject to repeal alteration or addition by 

Special Resolution. 
DEFINITIONS 

CSE Article 2. - Definitions - In these
Articles if nct inconsistent with the subject or 

context, the words standing in the firstcontained shall bear thecolumn of the nextmeanings settable hereinafter 

opposite to them respectively in the second 

Words - Meaings 

The Exchange - Colombo Securities 
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The Office - The Registered Office of the 
Exchange for the time being and from time 
to time. 

The Statutes - The Companies Act No. 17 of 
1982 and every other Act for the time being 
in force concerning companies and affecting 
the Exchange 

The Act - Has the same meaning assigned 
thereto as the statutes.' 

These Presents Articles of-These 

Association Including any alteratons thereto 

by special resolution from time to time 

Special Resolution Has the meaning 
assigned thereto by the Act. 

Broker - Any company incorporated in Sri 
Lanka carrying on the business of a Broker in 
stocks and/or shares and all of whose 
directors are licensed to carry on the 
business of Brokers 

The Executive Committee - The Members of 
the Executive Committee for the time being 
and from time to time and the requisite 
quorum of the Committee where any act is 
required to be done by the Committee 

General Meeting - Annual General Meeting
and/or an Extraordinary General Meeting 

Seal - The Common Seal of the Exchange 

Month - Calendar Month 

Year - Calendar Year 

In Writing - Written or produced by any 
substitute for writing, or partly one and partly 
another, 

Words Importing the singular number only 
shall Include the plural and vice versa and 
words imoorting the masculine gender shall 
include the feminine gender and words 
importing persons shall Include corporations 
and companies. 

Save as aforesaid, any words or expressions 
defined in the Act shall If not Inconsistent 

with the subject or context, bear the same 
meaning In TIhese Presents. 

109. DEFINITIONS 

SC Rules 90 21. - Definitions - In 
these rules, unless the context otherwise 
require ­

(1)'Act' means the Securities Council Act, 
No30 of 1987. 
(2) 'Council' means the Securities Council 

established under the section 2(1) of theSecrities Council Act, No.36 of 1987. 

(3) 'Company' means a company 
Incorporated under the Companies Act, 
No.17 of 1982 or any other legislation 
relating to companies. 

110. CSE GENERAL MEETINGS 

CSE Article 27. - CSE Annual 
General Mee'ings - The Exchange shall 
In each year hold a general meeting as tLs 
annual general meeting in addition to any 
other meeting in that year and shall specify 
the meeting as such in the notice convening 
it and not more than fifteen months shall 
elapse between the date of one annual 
general meeting of the Exchange and that of 
the next. 

Provided that so long as the Exchange 
holds its first annual general meeting within 
eighteen months of its Incorporation, it need 
not hold it in the year of its Incorporation or In 
the following year. The annual general 
meeting shall be held at such time and place 
as the Committee shall appoint. 

CSE Article 28. - CSE Extraordinary 
General Meetings - All general meetings 
other than annual general meetings shall be 
called extraordinary general meetings. 
Article 29. The Committee may, whenever 
they think fit, convene an extraordinary 
general meeting, and extraordinary general 
meetings shall also be convened on a 
requisition as provided by Section 128 of the 
Act, or in defaut, may be convened by such 
requisitlonists, as provided by the said Act. 
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CSE Article 30. - CSE Notice of 
Generai Meetings - An annual general
meeting and a meeting called for the pas.eng 
of a special resolution shall be called bytwenty one days' notice in writing at the 
least. A meeting other than ani annual 
general meeting or a meeting for the passing
of a sp6bcal reoilutlon shall be called by
fourteen days' notice in writing at the least,
The notice shall be exclusive of the day on 
which It is served or deemed to be served 
and of the day for which it Isgiven and shall 
specity thep,ce, the day and the hour of 
the mesIng and, In case of special
business, the specific resolution pertaining
thereto shall be given to such persons as 
are, under the Articles of Association 
entitled to receive stch notice from the 
Exchange.
 

Provided that a meeting of the Exchange
shall notwithstanding that It Is called by 
shorter notice than that specified In this 
Article be deemed to have been duly called 
if it is so agreed. 

(a) in the csa of a meeting called the annual 
general meeting by all the members entitled 
to attend and vote thereat, and 

(b) in the case of any other meeting by a 
majority in number of the members having a 
right to attend and vote at the m eeting,
being a majority together representing not 
less than ninety-five per cent of the total 
voting rights at the meeting of all the 

members. 


CSE Article 31. - CSE Accidental 
Omission of Notice - The accidental 
omission to give notice of a meeting to or thenon receipt of notice of a meeting by any
person entitled to receive notice shall not 
invaJidate the proceedings at that meetingn 

CSE Article 32. - CSE Proceedingsat General Meetings - All business shallbe deemed special thatis transacted at anextraordinary general meeting, and also allthat is transacted ata n annual general
meeting, with the exception of theconsideration of the accounts balance 

sheets, the reports of the Committee and 

kudtors, ths electkon of Members in place of 
thoe rtring and appointment of and the 
fixing of the rernuration of the Auditors. 

CSE Artlclo 33. - CSE Quorum - No 
business shall be transacted at any general
mtlng unless a quorum of rnambers Is 
present at the time when the meeting
proceeds to business, save as herein 
otherwise provided, four members of the 
Exchange present In person or Inthe case 
of a body corporate by Its reprosntttve as 
provided for inArtcle 46 shall be aquorum. 

CSE Article 34. - CSE Adjournment
for Lack of Quorum - If within haltf an 
hour from the t I m e
appointed...Missing Text 

CSE Article 35. - CSE Chairman to
 
Preside - The Chairman, ifany, of the
 
Committee shall preside as Chairman at
 
every general meeting of the Association, or 
where there is no such Chairman, or if he 
shall not be present within fifteen minutes 
after the time appointed for the holding of 
the meeting or is unwilling to act, the 
Members present shall elect one of their 
number to bra Chairman of the meeting. 
Where at any meeting no Member Is willing 
to act as Chairman or where no Member is 
to eat wih i n on wne s aft er is 
present within foin iutes after the time 
appointed for hoadlng the meeting, the 
members present shall choose of their
number to be Chairman of the meeting. 

CSE Article 36. - CSE General 
Meeting Adjournment - The Chairman 
may, with the consent of any meeting atwhich a quorum is present (and shall if sodirected by the Meeting) adjourn the 
meeting from time to time and from place toplace, but no business shall be transacted at 

any adjourned meeting other than the 
business left unfinished at the meeting fromwhich the adjournment took place. When ameeting is adjourned for thirty days or more,notice of the adjourned meeting shall begiven ws in the case of an original meeting.
Save as aforesaid t shall not be necessary togive any notice of an adjcurnment or of the 
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business to be transacted at an adjourned 
meeting. 

CSE Article 37. - CSE Method of 
Voting - At any general meeting a 
resolution put to the vote of the meeting 
shall be docided on a show of hands. 

A declaration by the Chairman (with the 
approval of those present at the meeting) 
that a resolution has been carried 
unarnmously, or by aparticular majority or lost 
and an entry to that affect In the book 
containing the minutes of proceedings of 
the Exchange shall be conclusive evidence 
of the fact without proof of the number or 
proportion of the votes recorded Infavour of 
or against such resolution. 

CSE Article 38. - CSE Casting Vote -
In the case of an equality of votes, the 
Chairman of the meeting at which the show 
of hands takes place shall be entitled to a 
second or casting vote. 

CSE Article 39. CSE Resolutions -
Subject to the provisions of the Act, a 
resolution In writing signed by all the 
members for the time being entitled to 
receive notice of and to attend and vote at 
general meetings, should be as valid and 
effective as if the same had been passed et a 
general meeting of the Exchange duly 
convened and held. 

CSE Article 40. - CSE Membrir 
Votes - Every member shall have one vote 
which shall be given in person or by proxy or 
in the case of a body corporate by its 
representative as provided for InArticle 46. 

CSE Artic' 41. - CSE Proxies - The 
instrument appointing a proxy shall be In 
writing under the hand of the appointer or of 
his attcrney duly authorized in writing. A 
proxy shall however be In favour of another 
member of the Exchange. 

CSE Article 42. - CSE Proxy Filing -
The instrument appointing a proxy and the 
power of attorney or other authority, if any, 
under which it is signed or a notarially 
certified copy of that power or authority shall 
be deposited at the Registered Office of the 

Exchange not less than forty eight hours 
before the time of holding the meeting at 
which the person named In the instrument 
proposes to voto and In default the 
instrument of proxy shall not be treated as 
vaild. 

CSE Article 43. - CSE Proxy Form -
An Instrument appointing a proxy may be in 
the following form or any other form which 
the Comnmttee shall approve: 

Colombo Securities Exchange (Guarantee) 
Ltd 

We ............................................................. 
.......of.... ........................ 
............. being a member of the Colorr'o 
Securities Exchange (Guarantee) Limited 
hereby 
appoint ...................................................... 
....of ........................................................... 
............ as our proxy to vote for us and on 
our behalf at the (ordinary or extraordinary as 
the case may be) General Meeting of the 
Exchange to be held on the ............. day of 
................................... and at any 
adjournment thereof. 

Signed this ........... day of .....................
 
19... 

CSE Article 44. - CSE Incompetent 
Member Vote - A member of unsound 
mind or mentally deficient or In respect of 
whom an order has been made by any Court 
having jurisdiction in cases relating to 
persons of unsound mind or mentally 
deficient may vote by his Manager or curator 
appointed by that Court. 

CSE Article 45. - CSE Vote, 
Inelli-,"vllty for Debt to Exchange -
No member shall be entitled to vote at any 
general meeting unless all monies presently 
payable by him to tho Exchange have been 
paid. 

CSE Article 46. - CSE Corporate 
Member Voting Representative 
Any company which Is a member of the 
Exchange may, by resolution of its 
Committee or other governing body, 
authorize such person as it think fit to act as 
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its representative at any meeting of the
Exchange and the person so authorized 
shall be entitled to exercise the same 
powers on behalf of the body corporate 
which he represents as that body corporate
could exercise If It were an Individual 
member of the Exchange. 

CSE Article 64. - CSE Article 
Amendment - Alteration of these Articles 
from time to time may be made by Special
Resolution (which shall have the same 
meaning assigned thereto as In the statutes) 

111. CSE EXECUTIVE COMMITTEE 

CSE Article 47. - CSE Executive 
Committee - The Executive Committee 
also referred to in These Presents as the 
Committee" shall consist of not less than 3 

in number and not more than 8 in number 
and provided always that the Executive 
Committee may at its absolute discretion 
increase the number of its members from 
eight to twelve but only for the purposes of 
ensuring that any Interest not represented in 
the Executive Committee may be 
represented by members.such Such 
additional members shall Initially be
appointed by the Executive Committee attheir absolute discretivo 

CSE Article 48. - CSE First 

Executive Committee - The Members 

of the first Executive Committee shall be the 
signatories to the Memorandum and Articles 
of the Exchange. A member of the 
Executive Committee shall nominate its
Chairman, Deputy Chairman or such other 
officer as it may think fit to function in its 
place as Executive Committee. 

CSE Article 49. - CSE Executive 
Committee Term - (a) The members of 
the First Executive Committee shall hold 
office until the conclusion of the Annual 
General Meeting next held after the 
expiration of a period of 6 years from the 
date of incorporation of the Exchange, at 
which Annual General Meeting one of the 
Members of the Committee shall retire from 
office. 

(b) The member of the Committee to retire In 
each year shall be agreed amongst
themselves or failing such agreement shall 
be determined by lot. A retiring membe­
sll, however, be eligible for re-election as a 
meber of the Committee. 

Provided that any additional members 
appointed by the Executive Committee 
under the proviso to Article 47 shall retire 
from office at each Annual General Meeting
and shall then be eligible for re-election If 
recommended by the Executive Committee. 
P1, CSE Governance - (This concept to 
be substituted as appropriate for differing 
provsions ofArticles 47-50 of CSE Articles 
of Association) Governance of the 
Exchange shall be by a ExecutiveCommittee of between 6 and 14 personselected by majority vote of the membership 
composed half of Chief Executives of 
Members, and the other half representatives 
of listed companies and Individual and 
institutional Investors, each category Insuch 
proportion as determined from time to time 
by the Committee, plus a Chief Executive 
Officer elected by the Committee who shall 
not be associated with a Member or lIsted 
company or other financial Institution. TheCommittee may elect a Chairman and ViceChairman of the Committee from among itsnumber, but if so these offices shall rotate in 
alternate years bitween a representative ofMembers and a representative of Non 
members. Each Executive or Nominating
Committee Member not associated with a 
Member shall be deemed to have agreed to 
uphold the rules of the Exchange. 

P4, CSE Nominating Committee -
The Executive Committee shall appoint a 
Non inating Committee for a two year term,
representative of the constituencies of theExchange Inthe same proportion as that forthe Board. Current Executive Committee 
members shall be Ineligible for this 
committee. The Nominating Committee shall 
solicit suggestions for nominees to the 
Executive Committee, and select nominees 
for the next annual election of the Executive 
Committee and to fill the unexpired term for 
any vacancy occurring on the Executive 
Committee between elections. The 
Committee insofar as possible shall provide
for orderly rotation of one third of Executive 
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Committee members at each election. 
Nominations may also be made by petition of 
10 or more Members, or 10 or more 
institutional Investors, or 10 or more 
Individualinvestors for vacancies in thse 
categoes of Committee membership. 

P5. CSE Committee term of office -
Committee Members shall be elected for two 
year terms and shall be ineligible to serve as 
such for more than six coecutive years. 

CSE Article 34A. - CSE Chs 'nan of 
Executive Committee - The ,. ,ecutive 
Committe shall by a mjortty vote appoint 
one cf its members to be the Chairman of 
the Executive Committee but no such 
appointee shall hold office for more than two 
years from the date of his appointment 
unless specially re-elected thereafter and 
upon his retirement from the office of 
Chairman he shall be designated Immediate 
Past Chairman and in that capacity become a 
member of the Executive Committee and be 
eintitled to participate and vote at meetings 
of the Executive Committee in that capacity 
unless he is already a member of the 
Executive Committee as a representative of 
a Broking Member in which event he shall 
only be entitled to a single vote. Any person 
designated Immediate Past Chairman shall 
ipso facto cease to be a member of the 
Executive Committee upon the retiremet of 
the Chairman wh#o succeeded him but 
nothing herein contained shall affect his 
right to continue on the Executive 
Committee as representative of a Broking 
Member. 

CSE Article 60 A. - CSE Committee 
Alternates - Any member of the Executive 
Committee may at any time by notice in 
writing left at the registered office of the 
Exchange appoint any director or other 
Senior Executive of the organization or 
company whom he represents and who is 
acceptable to a majority of the Executive 
Committee to be his Alternate (hereinafter 
referred to as 'the Alternate') on the 
Executive Committee. The Alternate may 
attend the meetings of the Executive 
Committee and participate at such meetings 
(irrespective of whether his appointer is or is 
not present at the meeting) but he shall not 
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be entitled to vote thereat except wt en his 
appointer Is not personally present at the 
time of voting at the meeting. 

An Alternate shall not be entitled to receive 
any remuneration as such alternate from the 

Exchange nor be required to hold any share 
qualification but the Executive Committee 
may repay the Alternate such reasoneble 
expenses as he may Incur in attending and 
returning from meetings of the Committee 
attended by him or as he rray otherwise 
propery ir Inor about the ulneass of the 
Exchange or may pay In lieu thereof such 
allowances %3the Committee may think fit. 
An Alternate shall (on gMng an address for 
service of notice) be entitled to receive 
notice of all meetings of the Committee and 
generally to perform all the functions of his 
appointer in the absence of such appointer. 
An Alternate may also be appointed to serve 
on any Sub-Committee or special Committee 
of the Executive Committee and In such 
event he shall be entitled to be present at 
the meetings and to participate thereat but 
he shall have no vote thereat unless at the 
time of voting his appointer is not personally 
present An Alternate shall ipso facto cease 
to be an alternate irn any of the following 
events that is to say: 

a) Ifhis appointer ceases for any reason to 
be a member provided that If his appointer 
retires by rotation but is re-elected at the 
meeting at which such retirement took 
effect, any appointment made by him 
pursuant to this Article which was In force 
Immediately prior to his retirement shall 
zontinue to operate after his re-election rs If 
he had not so retired; 

b) If the Alternate shall have a receiving 
order made against him or compounds with 
his creditors or is adjudicated an insolvent; 

c) If the Alternate be lunatic or of unsound 
mind; 

d) If the appointment of the Alternate is 
revoked by his appointer by notice in writing 
left at the office; 

e) If the Executive Committee resolve that 
the appointment of the Alternate be 
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terminated but no such termination shall take 
effect until the expiration of thirty days after 
the date of the resolution of the Executive 
Committee. 

CSE Article 60 B. A member of the 
Executive Committee shall not note on the 
question of approval of an Alternate to act for 
him or on the question of termination of the 
appointment of the Alternate and if he do so 
his vote shall not be counted nor for the 
purposes of any resolution for either of 
these purposes shall he be counted In the 
quorum present at the meeting. 

SC Guidelines 3. - CSE Comm!ttee, 
Conflict with Company Interest 
Prohibited - The Executive Committee 
may not without the approval of the Council 
Include persons who are also on the Boards 
of listed companies where they are in a 
position, directly or indirectly, covertly or 
overtly, to direct the affairs of such 
companies or Influence the decision-making
of these companies, or have directly or 
indirectly a substantial interest In them. 

Every member of the Executive Committee 
shall declare to the stock exchange and to 
the Council their direct or indirect 
shareholdings In companies listed or 
otherwise and shall forthwith declare any

changes in their shareholdings. Direct or 

indirect shareholdings include nominee 

holdings, connected person holdings and 
holdings by companies in which such 
member has a substantial interest, 

CSE Article 51. - CSE Committee 
Expenses - The Exchange shall repay to 
any member of the Executive Committee all 
such reasonable expenses as he may incur 
in connection with or about the business or 
management of the Exchange or may pay to 
such member such allowances as the 
Executive Committee thinks proper in 
respect of such expenses. Other than in 
respect of the foregoing, no member of the 
Executive Committee shall be entitled to any
remuneration or salary by virtue of his office 
per se. 

112. CSE EXECUTIVE COMMITTEE 
POWERS 

CSE Article 50. - CSE Committee 
Casual Vacancies - The Executive
Committee shall have power at any tl-e and 
from time to time to appoint any member to 
fill a casual vacancy in the Executive 
Committee. Any member so appointed shall 
hold office until such time a3the member In 
whose place he has been appointed would 
have held office but shall be elInible for re­
election. 

CSE Article 52. - CSE Matiagement& Executive Powers - The business and 
affairs of the Exchange Including the 
recruitment and dismissal of staff shall be 
controlled and be under the management of 
the Executive Committee and all the 
executive powers of the Exchange including
the creation of Rules and Bye-Laws shall be 
vested In such Executive Committee. 

The authority of the Executive Committee to 
create Rules and Bye-Laws, delete, modify 
or otherwise amend such Rules and Bye-Laws and generally to create such additional 
Rules, Bye-Laws, Codes, Regulations or 
otherwise as the Executive Committee shall 
at its discretion and for whatsoever purpose
iind advantageous or necessary from time to 
time to execute in connection with the 
conduct, management or operation of the 
Exchange provided however that any such 
Rules, Bye-Laws, Codes, Regulations or any
deletions modifications or amendments 

thereto shall be brought before themembers at a meeting of the Association to 
be summoned for this purpose within a 
period of six (6) weeks from the date of the 
introduction and shall for the purpose of 
their continued validity require to be ratified 
by... 

In the event of such Rules, Bye-Laws, 
Codes or Regulations or any deletions, 
modifications or amendments thereto as the 
case may be not being ratified as aforesaid,
they shall immediately after such General 
Meeting cease to be of any effect or validity 
without however causing any prejudice to 
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any matter, act or thing done pursuant 
thereto prior to such General Meeting. 

The right of the Executive Committee to 
create, delete, modify or amend as 
hereinbefore set out shall not preclude the 
members of the Exchange from so creating, 
modifying or amending the Rules, Bye-
Laws, Codes or Regulations as the case may 
be and for this purpose to requisition a 
meeting of the Exchange provided however 
that the same shall be passed by two-thirds 
(2/3rd) of the members present and voting,
voting in favour thereof at such meeting. 

P2, CSE, Corner Control - Whenever in 
the opinion of the Committee, a corner has 
been created in a security, the Committee 
may postpone the time for delivery or direct 
the s.ettlemont of such contracts by payment 
of money at a fair settlement price agreed to 
by the parties or dete'mined by the 
Committee after giving an opportunity to all 
Interested parties to be heard, 

CSE Article 56. - CSE Delegation of 
Power - The Executive Committee may 
delegate any of their powers to sub-
committees provided that at least two 
members of the Executive Committee are 
members of each of such sub-committees, 
Any sub-committee when formed shall in the 
exercise of the powers so delegated
conform to any directions that may be 
Imposed on them by the Executive 
Committee. The meetings and proceedings 
of such sub-committee3 shall also conform 
to any directions that may be Imposed on 
them by the Executive Committee und Inthe 
absenco thereof shall conform as far as 
practicable to the provisions herein with 
regard to the meetings and proceedings of 
the Executive Committee. The results of 
their deliberations will be submitted to the 
Committee for approval, modifications or 
rejection. 

The day to day management and business 
of the Exchange may be delegated by the 
Executive Committee to the Secretary 
and/or a General Manager, Managers, heads 
of Departments or other officers and staff as 
may be appointed by the Executive 

Committee from time to time for this 
purpose. 

P6, CSE Chief Executive Officer ­
(To be substituted for above paragraph)
The Chief Executive Officer appointed by 
the Committee and serving at its pleasure 
shall be responsible for the day to day
management and business of the exchangeand shall be the official representative of the 
Exchange In all public matters. He may 
appoint such officers, (other than the 
Chairman or Vice Chairman of the Executive 
Committee), other employees of the 
exchange, counsel and expert or 
professional advisers as he may determine 
are required for the efficient management 
and operation of the exchange and fix their 
duties, responsibilities, terms and conditions 
of employment and termination of 
employment. 

CSE Article 57. - CSE Borrowing -
The Executive Committee may raise or 
borrow any sum or sums of money for the 
purposes of the Exchange and may secure
the same In such manner as deemed fit 
provided that the total undischarged 
borrowings of the Exchange at any one time 
shall not exceed the sum of Rupees Five 
Hundred Thousand (Rs.500,000/-) without 
the sanction of the Exchange In general 
meeting. 

CSE Article 58. - CSE Banking 
Authority - The Executivo Committee shall 
be entitled to open in the name of the 
Exchange such Bank Account or Accounts 
as It considers necessary or prudent and 
shall be empowered In connection therewith 
to issue the necessary banking mandates 
and to make deposits and withdrawals of 
monies, Issue cheques, drafts, promissory 
notes or other negotiable instruments as 
may become necessary from time to time in 
connection with the business of the 
Exchange. Such cheques, drafts, 
promissory notes or other negotiable
instruments shall be signed, drawn, 
accepted endorsed or otherwise executed 
as the case may be In manner as the 
Executive Committee shall from time to time 
by resolution determine and shall unlass 
otherwise determined by signed, drawn 

accepted, endorsed or otherwise executed 
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for and or behalf of the Exchange by any two 
members of the Executive... 

113. CSE EXECUTIVE COMMITTEE 
PROCEEDINGS 

CSE Article 53. - CSE Committee 
Meetings - Meetings of the Executive 
Committee shall be hold as often asshall be 
found necessary and the Executive 
Committee shall regulate their meetings as 
they think fit. Questions arising at any
meetings of the Executive Committee shall 
be decided by a majority of votes and in the 
event of an equality of votes the Chairman of 
the Executive Committee shall have a
second or casting vote. Any mamber of the 
Executive Committee and the Secretary on 
the requisition of such a member shaI at any
time summon a meeting of the Executive 
Committee. Notice of a meetina of the
Executive Committee shall be given to all 
members of the Executive Committee and 
such notice shall be accompanied by an 
agenda of the meeting (unless such ager,da
be Incorporated In the notice itself) and all 
documents or copies thereof as may be 
relevant to the meeting. 

CSE Article 54. - CSE Committee 
Quorum - The quorum for a meeting of the
Executive Committee shall unless otherwise 
determined by the Exacutive Committee be 
three persons duly representing three of the 
members of the Executive Committoe and a 
meeting of the Executive Committee at 
which a quorum is present shall be 
competent to exercise all such powers and 
discretions of the Exchange as are not by
the statures or by These Presents required 
to be exercised by the Exchange in General 
Meeting. 

CSE Article 55. - CSE Committee 
Presiding Officer - The Chairman shall
preside at the meetings of the Executive 
Committee but if any any meeting of the 
Executive Committee the Chairman is not 
present those present may choose from 
amongst themselves a Chairman to preside 
at that meeting. 

CSE Article 60. - CSE Committee 
Validity of Acts - All acts done by any 
meeting of the Executive Committee or Sub-
Committees or by any person representing aMember of the Executive Committee or Sub-
Committee shall as regards all persons 
dealing in good faith with the Exchange
notwithstanding that there was some defect 
In the appointment of any such Member of 
the Executive Committee or Sub-
Committees acting as aforesaid or that they 
or ay of them were disqualified or had 
vacated office or were not entitled to vote,
be as valid as if very such person had been 
duty appointed and was qualified and had 
been entitled to vote. 

CSE Article 61. - CSE Committee, 
Disqualifications - The office of a 
Member of the Executive Committee shall 
be vacated Ifsuch member 

(a) without the consent of the Exchange in
general meeting holds any other office of 
profit under the Exchange, or 

(b) makes any arrangement or composition 
with its creditors generally, or 

(c) resigns its office by notice in writing to 
the Exchange, or 

(d) is directly or indirectly interested in any 
contract with the Exchange and fails to
 
declare the nature of its interest in manner
 
required by the provisions of section 203 of
 
the Act.
 

CSE Article 62. No person other than a
 
Member of the Executive Committee retiring

at the meeting shall unless recommended
 
by the Executive Committee be eligible for 
election to the Executive Committee at any 
general meeting save as hereinafter 
provided in Article 63. 

CSE Article 63. - CSE Committee 
Nominations - Any member of the 
Exchange shall be entitled to nominate any
other member of the Exchange for election 
to the Executive Committee. Such 
nomination shall be made in writing signed
by the Proposer and deposited at theRegistered Office of the Exchange not less 
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than fourteen (14) days before the date of 
the proposed Annual General Meeting 
accompanied by a writing from the Nominee 
indicating his willingness to be so elected. 
For the purposes of this A,ticle the Proposer 
and Nominee must both be Members 
er~ttled to attend and vote at such meeting 
and must be members who are not In arrears 
or otherwise have any money due and owing 
to the Exchange. Provided however that 
the provisions of this Article shall not apply 
with regard to the election of the First 
Executive Committee. 

CSE Article 66. - CSE Committee 
Minutes - The Executive Committee shall 
cause minutes to be made in books 
provided for the purpose: 

(a) of all appointments of officers made the 
Executive Committee 

(b) of the names of the Members present at 
each meeting of the Executive Committee 
and of any sub-committee 

(c) of all resolutions and proceedings at all 
meetings of the Exchange and of Meetings 
of the Committee 

and every Member present at any meetng of 
the Executive Committee or Sub-
Committees shall sign his name in a book to 
be kept for that purpose. 

CSE Article 67. - CSE Secretary -
Subject to the provisions of sections 175 and 
178 of the statutes the Executive Committee 
may from time to time appoint and employ 
and at their discretion remove any Individual 
firm or company as the Secretary of the 
Exchange (in These Presents called "the 
Secretary' or 'the Secretaries*) who duty it 
shall be to keep all records and registers 
required by the statutes to be kept by the 
Exchang to record and maintain the 
minutes required by the preceding Article or 
otherwise as required by These Presents, to 
perform any other functions which by These 
Presents are to be performed by the 
Secretary and generally to execute all other 
duties which may from time to time be 
assigned by the Executive Committee to the 
Secretary. The Executive Committee may 

also (where they appoint an individual as the 
Secretary) appoint and employ any other 
person as Assistant Secretary. 

Subject to the provisions of Section 175 of 
the statutes, the Executive Committee may 
at any time appoint and employ a temporary 
substitute for the Secretary or Assistant 
Secretary who shail for the purpose of 
These Presents be deemed, 'n the former 
case, to be the Secretry. 

CSE Article 68. - CSE Seal - The 
Executive Committee shall provide for the 
safe custody of the Seal and the Seal shall 
only be used by the authority of the 
Executive Committee or a Sub-Committee 
authorized by the Executive Committee on 
that behalf. Subject to the provisions cf the 
next succeeding sub-paragraph, the seal of 
the Exchange shall not be affixed to any 
deed, certificate for shares, stock, 
debenture-stock or other form of security or 
other Instrument except In the presence of 
two duly nominated representatives of the 
Executive Committee or of o n e 
representative of the Executive Committee 
and the Secretary shall attest the sealing 
thereof. Such attestation on the part of the 
Secretary in the event of a Firm being the 
Secretaries, shall be signified by a partner or 
duly authorized agent of the said Firm 
signing the Firm's name or for and on behalf 
u the said Firm as such Secretaries. In the 
event of a Company being the secretary, 
such attestat,3n shall be signified by a 
director or the duly authorized agent of such 
Company signing for and on behalf of such 
Company as Secretaries. The sealing shall 
not be attested by one person in a dual 
capacity, or 

Any document sealed In accordance with 
the foregoing provisions of this Article shail 
be presumed to have been duly executed 
by the Exchange. 

CSE Article 69. - CSE Document 
Authentication - Any person duly 
representing a member of the Executive 
Committee or the Secretary shall have the 
power to authenticate any documents 
affecting the constitution of the Exchange 
(in,.luding the Memorandum and Articles of 
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The Exchange) and any resolution passed
by the Exchange and any books, records. 
documents and accounts relating to the 
business of the aforesaid and also to certify
copies thereof or extracts of resolutions as 
true ccples or extracts. 

114. CSE FINANCE AND 

ACCOUNTS 


CSE Article 65. - Profit -CSE The 
Income and property of the Exchange 
whensoever derived shall be apr:-,d .qololy
,owards the promotion of the objects of the 
Exchange and no portion thereof shall be 
paid or transferred directly or indirecty by 
way of dividend, bonus or otherwise 
howsoever by way of profit to the persons
who at any time are or have been members 
of the Exchange or any of them provided
that nothing herein contained shall preven!
the payment in good faith of remuneration to 
any officers or sorvants of the Exchange or 
to any member thereof or any other person
in return for services actually rendered. 

CSE Article 70. - CSE Aecount 
Records - The Exchange shall cause 
proper books of accounts to be kept with 
respect to ­

(a) all sums of money received and 
expended by the Exchange and the matters 
in respect of which the receipt and 
expenditure has been incurred 

(b) all sales and purchases of goods by the 

Exchange, and 


(c) the assets and liabilities of the Exchange 

Proper books shall not be deemed to be
kept if the Exchange has not kept books of 
accounts as are necessary to give a true and 
fair view of the state ol affairs of the 
Exchange and to explain its transactiors, 

CSE Articlo 71. - CSE Recurds, 
Location - The books of accounts shall De 
kept at tie Regisvered Office of the 
Exchange or subject to the provisions of 
sub-section (3) of section 143 of the Act at 

such other place or places as the Executive 
Committee thinks fit and shall always be 
open to the Inspection of the Executive 
Committee. 

CSE Article 72. - CSE, Inspection of 
Records - The Executive Committee shall 
from time to time determine whether and towhat e:%ttnt and at what times and places
and under what conditions and rules the 
accounts and books or the documents or 
vy of them shall bo open to the Inspection
of members not being members of the 
Execuve Committee and no members (not
being members of the Exgcutive
Cornmltte) have any right of Inspecting any
account or book or document of the 
Exchange except as conferred by statute or 
authorized by the Executive Committee or 
by the Exchange at a general meeting. 

CSE Article 73. - CSE Financial 
Reports to General Meeting - The 
Executive Committee shall from time to time 
In accordance with the provlsJons of sections 
144, 146 & 152 of the Act cause to be 
prepared and to be laid before the 
Exchange In general meeting such account 
of Income and expenditure, balance sheets 
and reports as are referred to In These 
Presents. 

CSE Article 74. - CSE Financial 
Report Distribution - A copy of every
balance sheet (including every document 
required by law to be annexed thereto) 
which Is to be laid before the Exchange in
general meeting together with &copy of the 
Auditors' Report, shall be not less than 
twenty one days' before the date of the
meeting, be sent to every member of the 
Exchange. 

Provided that this Arincle shall not require a 
copy of such documents to be sent to any 
person of whose address tho Exchange is 
not aware. 

CSE Article 75. - CSE Audits -
Auditors shall be appointed and their duties 
regulated in accordance with the provisiors 
of section 56 to 159 of the Act. 
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115. CSE NOTICES TO MEMBERS 

CSE Article 76. - CSE Service of 
Notice - A notice may be served by the 
Exchange on any member either personally 
or by sending it by post to his registered 
address of such other address given by him 
to the Exchange, for the serviLe of notice. 

Where a notice Is sent by post It shall be 
deemed to have been served on the day 
following that on which the cover cohtaining 
it was posted and evidence thereof shall for 
all purposescovebe cotaiingsufficientamewasproof thatroprtythehe 

cover containing the same was properly 
addressed prepared and posted. 

116.CSE WINDING UP 


CSE Article 77. - CSE Winding Up
Approval - Subject to the provisions of 

the Companies Act no winding up liquidation 
proceedings shall be initiated by any 
member of the Exchange except with the 
prior approval of the Executive Committee. 

CSE Article 78. - CSE Guarantee 
Liaicl at78.ndin - pG rtheLabilnty at Winding Up - If the 
Exchange shall be wound up, every person 
who at the date of the winding up is a 
member of the Exchange and every person 
who was a member within a period of twelve 
months before such date shall contribute to 
the assets of the Exchange for payment of 
the debts and liabilities of the Exchange 
contracted before the time at which he 
ceasus to be a member, and of the costs, 
charges and expenses, of winding up the 
same and for the adjustmnt of the ight of 
the contributors amongst themselves, such 
amount s may be required not exceeding 
the sum of Rupees Fifty Thousand 
(Rs.50,O0O/-). 

117. CSE INDEMNITY 

P3, CSE, Liability t.r Use of 
Facillitle - The Exchange shall not be 
liable for any damages sustained by a 
Membbr growing out of the use of or 
enjoyment by such Member, Its employees. 
reprebentatives, and customers for the use 
of the facilities afforded by the Exchange to 
Members for the conduct of their business. 

CSE Article 79. - CSE, Indemnity of 
Personne' - Save and except so far as the 

provisin ,. this Atlcl shall be avoided byany provisions of the Act, the Executive 
Committee, the Secretary, Auditors and 
other officers including employees for the 

time being of the Exchange acting inrelation 
to any of the affairs of the Exchange shall be 
Indemnified and secured harmless out of theAssets of the Exchange and from and
against all ations,coats charges, losses,
 

damages and expenses which thay or any of 
them shall or may Incur or sustain by reason 
of ny act done, concurred in or omitted in or 
about the execution of their duty o r 

supposed duty in the respective offices or 
tusts,except such (Ifany) as they shall incur 
or sustain through their own willful neglect or 
default respectively, and none of them shall 
be answerable for the acts receipts, neglects 
or defaults of any other of them or for joining 
inany receipt for the sake of conforrrty or for 
any bankers or other persons with whom any 
monies or effects of the Exchange shall be 
lodged or deposited for safe custody or for 
the Insufficiency of deficiency of any security 
upon which any monies of the Exchange 
shall be placed out or Invested or for any 
other loss, misfortune or damage which may 
happen In the execution of their respective 
offices or trusts or in relation thereto, except 
the same shall happen by or through their 
own willful neglect or default respectively. 

Chapter Two - Registration and Listing of Securities 

201. LISTING REQUIREMENTS SC Rules 90 4. - Listing 
Requirements - Every company which 
makes an application to astock exchange for 

26 



Consolidated Sri Lanka Securities Regulations 

listing shall comply with the listing
requlremcnts set out in Schedule IIhereto, 

CSE Rules 1.1-1 - Listing Criteria,
Preamble - An application for listing shall 
comply with the relevant requirements laid 
down in these rules. In addition, the 
Exchange may make admLsvI )n subject to 
any special conditions which it considers fit 

Note - (Suitability for listing depends onmanyfactom. Appllcantsfor listing andtheir 
advisors shoul, appreciate that compliance
with the relevant requirements laid down In 
these rules may not of Itself ensure an 
applicant's suitability for listing. Each 
application will consideredbe on its 
individual merits. its acceptance or ejectlon
or deferment shall be at the sole discretion 
of the Executive Committee of the 
Exchange who may require that theapplication or any of the documents 
acccmpanying it shall be amended and, if 
accepted, quotation will be granted with 
effect from such date as the Committee shall 
determine.) 

P101, Listing Approval - The
Executive Committee shall approve Listing 
and Delisting of Securities for trading based on their finding that 

1. There are or are not sufficient 
securities outstanding, security values,and security holders to support an 
auction market In the trading style of the 
Exchange
2. The Issuer enters into a Listing
Agreement as prescribed by the 
Exchange and continues to comply withsuch agreement. 

CSE Rules 1.3-1 - Listing, Initial 
Application - Companies seeking
admizsion to the Official List shall submit an
application for initial ILs'Jng in accordance with
Section 2 of these rules..(Application for
initial listing is designed to serve the 
purpose of placing before the Exchange,
the information essential to its determination 
as to the suitability of the securities for public
trading on the Exchange.) 

Every appliction (iitial or subsequent) shall 
be forwarded in quadruplicate, through a
member of the Exchange whose duty itshall 
be to satisfy that the requirements laid down 
in Section 2 have been complied with. 

The Exchanpe will communicate its final 
decision to t e Compahy the sponsoring
broker wlttin fourteenf 14) market days in the 
case of new issues and within seven(7)
market days In case of additional Issues 
unless special circumstances prevail which 
require an extenadon of time which shall be at 
the discretion of the Committee. 

202. LISTING ORDINARY SHARES 
CSE Rules 1.1-2 - Listing
Requirements, Ordinary Shares -
Companies applying for quotation of
Ordinary ehares are, as a general rule,
expected to meet the following
requiremntms:­

1. Have a paid up capital of at least 
Rs.5,000,O0O 

1.1 - 2-4 The following percentages of the
issued capital should be in the hands of the 
public depending on the category to which 
the company belongs 

Below Rs.O million - 40/oRs.10nliontoRs. 25rmillion - 301/6
Above Rs. 25 million - 250 

in complying with this requirement, the 
following are to be excluded: 

a) Holdings by parent, subsidiary or 
associate companies. 

b) Holdings by Directors, members of
 
their families and/or their nominees.
 

1.1-3 In the event of an offer for sale or an 
introduction the Exchange may require ahigher percentage up to 40% irrespective of 
the size of the issued capital of the Company
(vide: 1.3-3) 

1.1-4 Where any company has signified its
Intention to apply for a quotation to the 
Exchange, no Prospectus or other 
documents shall be issued to the public until 
it has been approved by the Exchange. Nor 
shall the Company on its own or through its 
Agents, Registrars/Secretaries, Holdings,Associate or Subsidiary Companies
advertise in the media calling the public to 
request for applications to subscribe for the 
share Issue until such approval has been 
receivad. 
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203. LISTING OTHER SHARES 

CSE Rules 1.1-5 Listing 
Requirements, Other Shares - In 
addition to ordinary shares, applications will 
also be considered In respect of any other 
class of security in such company (i.e.
Preference, Non-voting, Debentures) 
subject to the provision of the Securities 
Council Act, provided that ordinary shares of 
such company are already quoted In the 
official list. 

However, the total value of any other class of 
shares in issue or to be Issued in future shall 
not exceed 50% of the Issued ordinary
capital at any time. 

In the case of non-voting shares the issue of 
such shares shall be st'bject to the following 
terms and conditions:-

i. When non-voting shares are approved for 
a quotation a pro- condition is that other 
classes of shares which enjoy voting rights 
are already quoted on the Exchange in order 
to enable holders of non-voting shares to 
acquire voting shares in the market, Iftheyso desire.CS 

ii. The quantum of non-voting shares in a 
listed Company at any time shall not exceed 
50/a of the voting shares of such Company. 
(This Is to prevent a situation where a small 
public company having shares tightly held 
among a few shareholders and seeking to 
raise a large sum of money through the issue 
of non voting shares.) 

ill. The non-voting shares shall have only 
limited life. The terms of issue of such shares 
shall provide for those shares to be 
convertible or redeemable after the lapse of 
a determined number of years and such 
period shall not exceed 5 years. (The ason 
for this is .hat if the Company after the Issue 
of non-voting shares, were to Incur losses 
thereafter continuously the non-voting 
shareholders should recourse to 
redemption.) 

Iv. ff" Companyfr'stopayadividendfor3 
consecutive ar..,.after the issue of non-
voting sharis, such shares shall 
automatically be converted into voting 
shares, 
v. A company contemplating an issue of 
non-voting rights shares shall have a 

satisfactory profit and dividend record for a 
minlinum of 5 years, as determined by the 
Exchange.
 

204. LISTING PROPERTY 
COMPANY SHARES 

CSE Rulsa 1.1-6) - Ustlng .0roperty 
Company - The Exchange shah except in 
exceptional circumstances, not list a 
Property Company unless a valuation of ths 
free-hold land and kase- hold Property of 
the Company or of the group (such as the 
case may be has been conducted by
Independent professional valuers on a date 
which shall not be more than nine months 
from the date of thu Companys application 
to the Exchange for quotation. However,
the Exchange may require an Independent 
assessment of such valuation for its own 
reference when evaluating the application 
and the applicant shall bear such expenses
arising out of such valuations. 

205. L!STING CONVERTIBLE 
SECURITIES 

CSE Rules 1.2-2 - ListingRue 1.- - Litn
Convertible Security - Where any other 
clsss of security exists or i3 Issued which 
can b converted into the class of security for 
which a quotation is sought o has been 
granted (eg. Preference shares, Convertible 
debentures, tully subordinated debentures 
or loan stock), then application may be made 
for such class of security to be quoted at the 
same time as a quotation Is being sought for 
the principle security or before the new 
class is Issued as the case maybe. 

Under exceptional circumstances, the 
Exchange may at its own discretion grant 
waiver of this policy arKI may impose such 
terms and onditions as it seems fit. 

206. LISTING ALTERNATIVE FOR 
ESTABLISHED COMPANIES 

CSE Rules 1.3-3 - Listing by Offer 
of Sale or Placing - In addition to 
application for initial listing (Issue by
Prospectus) as detailed out InSection 1and 
2, the Exchange may, under special
circumstances, consider the following: 
a. an offer for sale 
b.a placing or Introduction 
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In either event:I. The Company shall have a 5 yearsatisfactory operating record (in the case of 
Investment companies, the Exchange may
waive this requireiyLent.)
ii. The shares shall (a)already be wdely held 
and (b)sufficient shares shall be available for 
sale and (c) therr shall be no large 'deal' 
involved In placing. 

In all other respects the conditions 
applicable to an Initial listing shall be 
applicable and the Exchange may Imposesuch further conditions and requirements as 
it may deem necessary. 

207. LISTING GOVERNMENT 

SECURITIES 


CSE Rules 1.4-6 - Listing
Governments - Dealings shall also be
permitted In Treasury Bills, Loans, Stock,
Bills, Mortgages, and short-term securities 
of the Government of Sri Lanka or of any
local government authority in Sri Lanka or
other Securities Issued or guaranteed by or 
on behalf of the Government of Sri Lanka or 
government sponsored corporations
established by or under any statute. 

208. LISTING AGREEMENT 

CSE Rules 1.2-4 - Listing
Agreement (Undertaking) - -
Companies applying for listing on the 
with the Exchange under the common seal 
of the Company with all the listingof te Cmpanwih al th lising 
requirements and policies of the Exchange
which shall be in force from time to time and 

Exchange shall enter Into an undertaking 

that it shall not, without the prior approval of 

the Exchange withdraw its quotation. The
format of the listing undertaking Is In 
Appendix 1 of this Section. 

P103, - Listing Agreement - ListingAgreement; - Any issuer applying for listing 

of its securities on the Exchange shall enter
into an Agreement in the following form, but 
nothing in the Agreement shall beconstrued to require the issuer to do anycntrued toneqethe ie eto dhany 
acts in contravention of law or in violation of 
any regulation of any public authority
exercising jurisdiction over the issuer. 

Listing Agreement 

(hereinafter called the 
Issuer), in consiration of t1he listing ot the 
securities covered by this application,
hereby agrees with the Colombo Stock 
Exchange (hereinafter called the 
Exchange), as follows: 

1.Any notification or report required to bemade to the Exchangein this agreement wil 
also promptly be pibiicly announced. 

2. The Issuer will promptly notify the 
Exchange o: 
a) any change In the general character or 

nature of business, 
b)any changes of principal officers or 

directors, 
c) any disposal of any property or any stock 

intcrost in any of Its subsidiary or 
controlled companies if such disposal
will materially affect the financial position
of the lssuor or the nature or extant of Its 
operations, 

d) any change in, or removal of, collateral 
deposited under any mortgaga or trust 
Indenture inder which securities of the 
Issuer listed on the Exchange have
been issued,

e)within ten days after tim close of a fiscal 
quarter, In the event any previously 
Issued shares of any stock of the Issuer 
listed on the Exchange have been 
reacquired or disposed of, directly or 
indirectly, for the account of the issuer 
during such fis.;al quarter, such report
showing separate totals for acquisitionsand dispositions and the number of 
sharas of such stock so held by it at theend of each quarter, 

f) oach uarter 
f facts relating to the purchase, direct orIndirect, of any of its securities listed on 

the Exchange at a price Inexcess of tha 
market price of such security prevailing 
on the Exchange at the time of such 
purchase,

g) any lction by It or by others whichbecomes known to it which will result in 

the redemption, cancellation o r 
retirement, in whole or in part, of any of 
its securities listed on the Exchange,

h) action taken to fix a stockholder's recorddaeort osthtanfrokfr 
date, or to c;ose the transfer books, for 
any purpose (and will take such action at 
such time as will permit giving theExchange at least ten business day's 
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notice in advance of such record dsite or 
closing of the books, 

i) any diminution of the supply of stock 
available for the market occasioned by 
deposit of stock under voting trust 
agreements, if any knowledge of such 
actual or proposed deposits should 
come to the official attention of officers 
or directors of the issuer, 

J) if it changes its Independent public 
accountants regularly auditing the books 
and accounts of the issuer, with the 
reasons for such change. 

3. The issuer will furnish to the Exchange on 
demand such other Information concerning 
the Issuer as the Exchange may reasonably 
require. 

4. The issuer will fe with the Exchange: 
a) four copies of all materini mailed by the 

Issuer to its stockholders with respect to 
any amendment or proposed 
amendment to its certificate of 
incorporation, 

b) a copy of any amendment to Its certificate 
of Incorporation, or resolution of 
directors in the nature of an amendment, 
certified by competent authority, 

c) a copy of any amendment to its by-laws, 
certified by a duly authorized officer of 
the issuer, as soon as such amendment 
shall have become effective, 

5. The issuer will publish at least once a year 
and submit to Its stockholders atleast fifteen 
days in advance of the annual meeting of 
iuch stockholders and not later than three 
months after the close of the last preceding 
fiscal year of the issuer: 
a) . '-alance sheet as of the end of such 

fnscal year, and a surplus and income 
statement for such fiscal year for the 
Issuer as a separate entity and of each 
other entity in which it holds directly or 
Indirectly a majority of the equity;, or in 
lieu thereof, eliminating all intercompany 
transactions, a consolidated balance 
sheet of the Issuer and its subsidiaries 
as of the end of the last previous fiscal 
year, and a consolidated surplus 
statement and a consolidated Income 
statement. If any such consolidated 
statement shall exclude entities a 
majority of whose equity stock Is owned 
directly or Indirectly by the issuer 

I) the caption of, or a note to, such 
statement will show the degree of 
consolidation, 

1i) the consolidated Income account will 
reflect, either in a footnote or 
otherwise, the parent company's 
proportion of the sum of, or 
difference between, current 
earnings or losses and the 
dMdends of such unconsolidated 
subsidiaries for the period of the 
report; and 

1II)the consolidated balance sheet will 
reflect, either In a footnote or 
otherwise, the extent to which the 
equity of the parent In such 
subsidiaries has been increased or 
diminished since the date cf 
acquisition as a result to profits, 
losses and distributions. 
Appropriate reserves, in according 
with good accouiting practice, will 
be made against profits arising out of 
transactions with unconsolidated 
subsidiaries in either parent 
statements or consolidated 
statements. Such statements will 
reflect the existence of any default 
in Interest, cumulative dividend 
requirements, sh.King fund or 
redemption fund requirements of 
the issuer and of any controlled 
entity, whether consolidatod or 
unconsolidated. Such statements 
shall be in the same form as the 
corresponding statements 
contained In the listing application in 
connection with which this listing 
agreement is made, and shall 
disclose any substantial items of 
unusual or non-recurrent nature. 
Issuers shall publish either quarterly 
or mid-year statements of earnings 
on the basis of the same degree of 
consolidation as in the annual 
report. Such statements will 
disclose any substantial hems of 
unusual or non-recurrent nature and 
will show either net Income before 
and after income taxes or net 
Income and the amount of Income 
taxes. 

b) the number of Its sha-es of stock issuable 
under outstanding options at the 
beginning of the year, separate totals of 
changes in the number of shares of Its 
stock under option resulting from 
issuance, exercise, expiration, or 
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cancellation of options; the number ofshares issuable under outstanding
options at the close of the year, the 
number of unoptioned shares available 
at the beginning and the close of the 
year for the granting of options under an
option plan, and any changes in the 
exercise price of outstanding options
through cancellation and raissuance, orotherwise, except price changes
resulting from the normal operation of 
anti-dilution provisions of the optlias. 

All financial statements contained in annual 
reports or proxy statements to shareholders 
will be audited by Independent public 
accountants qualified under the laws of Sri 
Lanka and In conformance with Sri Lanka 
generally accepted auditing practice, and will 
be accompanied by a certificate made bythem with respect to their audit of such 
statements showing the scope of such audit 
and the qualifications, if any, with respect
thereto. 

6. The issuer will not select any of its 
securities listed on the Exchange forredemption otherwise than by lot or pr rata,
and will not set a redemption dato earlier 
than 15 business days after the dte the 
issuer action is taken to authorize the
redemption. 

7. In case securities to be issued are In 
temporary form, to order permanent
engraved securities within thirty days after 
the date of listing. 

8. The issuer will make application to the 
Exchange for the listing of additional 
amounts of securities listed on the 
Exchange sufficiently prior to the issuance 
thereof to permit action in due course upon
such appliction. The issuer will not make 
any change in the form or nature of any 
securities listed on the Exchange, nor 	the
rights and privileges of the holders thereof, 
wit..dt giving twenty days' prior notice to 
the Exchange of the proposed change, andhaving made application for the listing of the 
securities as changed if the Exchange shall 
so require. 

9. The issuer will use its best efforts with anylarge holders to make reasonable amounts 
of stock available for loaning purposes on 
the Exchange if at any time such need 
should develop. 

10. The Issuer will not make, or permit any
subsidiary controlled by It to make, any
substantial charges against capital surplus
without notifying the Exchange and If so
requested by the Exchange submtting such
charges to stockholders for approval or 
ratification. 

11. The issuer will not make any substantial 
change, nor permit any controlled subsidiary 
to make, any substantial change in 
accounting methods, In policies as todepreciation and depletion or in bases of 
valuation of Inventories or other assets,
without notifying the Exchange and 
disclosing the effect of such change in its 
next succeeding Interim and annual report to 
Its stockholders. 

12. 	 The Issuer will maintain a) at least two 
members of its Board of Directors or similar 
governing body who are not officers or 
controlling persons, and b) an audit 
committee of its Board with a majority of itsmembers not officers or controlling persons. 

13. 	 The Issuer will maintain in the City of 
Colombo In accordance with Exchange 
requirements: 

(A) an office or agency where: 
a) the principal of and interest on all bonds ofthe Issuer listed on the Exchange .shall 

he payable and where any such bonds 
which are registerable as to principal or 
Interest may be registered. 

b) 	 all stock of the Issuer listed on theExchange shall be transferatle. 
c) Checks for dividends and other payments

with respect to listed stock may be 
presented for immediate payment

d) Scrl Issued to holders of listed securities 
and representing a fractional interest in a 
listed security will be accepted for such 
purpose,

e) Listed convertible securities will be 
accepted for conversion, and 

(B) a Registrar where listed stock of the
Issuer shall be registerable. Such Registrar
shall be a bank or Trust Company not acting 
as Transfer Agent for the same security. 

14. The issuer will not appoint a transfer 
agent, registrar or fiscal agent of, nor a 
trustee under a mortgage or other 
Instrument relating to, any listed security 
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without prior notice to the Exchange. Theissuer will not a) appoint a registrar for its 
listed securities unless such registrar at the 
effective date is qualified with the Exchange 
as a registrar or b) select an officer or director 
of the Issuer as a trustee under a mortgage 
or other instrument relating to a listed 
security, 

15. The issuer will maintain a sufficient 
supply of certificates to meet the demands 
for transfer. If stock certificates do not recite 
the preferences of all classes of its stock, t 
will furnish to stockholders on request and 
without charge a printed copy of such 
preferences. 

16. The issuer will not issue any commor, 
ownership shares without voting rights and 
all such shares shall have an equal vote. 

17. The issuer whl solicit proxies for all 
meetings of shareholders. 

18. The issuer wil: publish Immediately to 
the holders of any listed securities any action 
taken by it with respect to dividends or to the 
allotment of rights to subscribe or to any 
rights or benefits pertaining to the 
ownership of listed securities; and will give 
prompt notice to the Exchange of any such 
action; and will afford such holders a proper 
period within which to record their Interests 
and to exercise their rghts; and will issue 
such rights or benefits in form approved by 
the Exchange and will make the same 
transferable, exercisable, payable and 
deliverable in the City of Santo Domingo. 

19. The issuer will issue new certificates for 
listed securities replacing lost ones forthwith 
upon notification of loss and receipt of 
proper indemnity. In the event of the 
issuance of any duplicate bond as a 
replacement and subsequent appearance of 
the original In the hands of an Innocent 
holder, either the original or the duplicate 
bond will be taken up and cancelled and the 
issuer will deliver to such holder ancther 
bond theretofore issued and outstanding. 

20. The issuer will pay when due any 
applicable listing fes established from time 
to time by the Exchange 

Agreement to be dated and signed for the 
issuer by an duly authorized party. 

209. DELISTING 

SC Rules 90 6. (1) - Delisting -
Upon listing, a listed company shall enter 
Into an agreement with the stock exchange, 
which provides that the securities of each 
company shal reaJn on the official list solely 
at the discretion of such stock exchange. 
The stock exchange shall have the right to 
suspend or remove such securities from the 
official list at any time for any reason which 
the stock exchange considers proper In its 
absolute discretion. Any aggrieved party 
may appeal to the Council from any decision 
of such stock exchange. 

(2) (a) Where any listed public company
wishes to delst, It shall do so only after 
obtaining prior written approval of the 
Council; (A SECURITIES COUNCIL 
DELISTING QUESTIONNAIRE IS AT 
EXHIBIT 6) 

(b) A public quoted company wtlich wishes 
to delist shall obtain the approval of 3/4ths 
majority of Its members present for a 
resolution to delist such company, provided 
there is a quorum and due notice of the 
meeting has been given to the 
shareholders; 

(c) In the avent the resolution to delist the 
public quoted company is passed with the 
required majority, the Directors of the 
company shall make provision for the 
purchase of shareholdings of any dissenting 
shareholders who wish to sell their 
shareholdings, at a price to be determined 
by the stock exchange, based on the market 
value of the shares. 

(4) Partly paid shares shall be permissible 
provided that specific dates for the balance 
calls are fixed prior to such issue and within a 
period of six months. 

(5) Where a listed public company Issues 
shares with limited or non-voting rights, 
there shall be a time limit of five years after 
which such shares shall rank pari passu with 
the existing Issue of the capital of the 
company. Any extension of such time limit 
shall be made only with the prior approval of 
the Council. 

210. DISCLOSURE 
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SC Rules 90 18. - Listed Company
Audits, Financial Statements - (1)
Every issuer of listed secu -as shall file with
the stock exchange, Annual Reports
certified by their Auditors. Such Reports
shall be made available to the public, 

(2) Listed public companies shall report to 
their shareholders on a regular and 
consistent basis. as required by the rules of 
the stock exchange. 

(3) Usted public companies' financial year
end provisional results shall be announced 
within four months of the end of each 
companies' financial year. 

(4) (a) Every listed public company shall 
prepare and furnlsh to the Council accounts 
in accordance with the provisions of theCompanies Act No.17 of 1982 In respect of 
each financial year;, 

(b) The Auditors shall certify that suchaccounts are presented Inaccordance with 
accountinstnaepresdiacoance wthe
accounting standards as laid down by theInstitute of Chartered Accountants of Sri 

Lanka, 

(5) The report of a listed public company
shall disclose any occurrence or events 
which In the vi.tw of the Directors may
materially affect the foloing ­

(a) Nature of the business; 

(b) Objectives; 

(c) Consideration as a going concern; 

(d)Valuation of assets; 

(a) Assessment of liabilities includingcontingent liabilities; 

(f) Profits and/or losses; 

(7) (a)A listed public company shall submit to
the shareholders, as well as to the stock 
exchange of which it Is a member, an interim
financial statement within ninety days from 
the end of six months of the financial year, In
such format as may be prescribed by the 
stock exchange. The interim statemeMn sha!l
be signed by any two Directors of the 
company and certified as to whether such 
accounts are audited or unaudited. 

(b) The stock exchange upon receipt of the
Interim financial statement, shall, If such 
statement conforms to prescribed standards 
forward such statement to the members of 
rich stock exchange. 

211. LISTING, CONTINUING 
REQUIREMENTS 

CSE Rules 3 - Listing, Continuing
Requirements Pream;ble - While a 

Company remains on the official list it shallcomp;y with the following requirements and
 
such requirements as may be introduced
 
from time to time at the discretion of the
omte n rvdlotwt n 
Committee and provide forthwith any
explanations requested by the Exchange. 
CSE Rules 3.1 - Listod Company
Immediate Announcements - A listed 
Company shall supply the Exchange with 
Immediate effect: 

3.1-1 Any Information concerning the 

Company or any of its subsidiaries of a falsemarket In the Companys securities or which
would be likely to materially affect the price ofits securities. 

3.1-2 Any acquisition or disposal which are in 
nature of trade investments and which inthethe opinion of the Directors is material, thefact of such disposal or acquisitions and the 

disposalpossible orandestimated effects of suchacquisitions on the 
and the extent to which provision had been performance and the profitability of thed tCompany shall be communicated to themade in the accounts in respect of such 
occurrence or event 

(6) The Directors of a holding company shall 
ensure that, except where in their opinion
there are good reasons to the contrary, the
financial year of each of its subsidiaries shall 
coincide with the company's own financial 
year. 

Exchange and to the shareholders 
simultaneously. 

3.1-3 Any proposed change in the general
character or nature of business of the 
Company or of any subsidiary thereof and
particulars of any offer or proposals for the 
purchase or sale of any controlling interest or 
any substantial part of the assets of the 
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Company or of any subsidiary thereof and of 
the decisions of the Board in that regard. 

3.1-4 Any intention to fix a books closing 
date and the reason thereof, stating the 
books closure date, which shall be at least 
14 market days after the date of notification 
to the Exchange and the address of share 
registry at which documents will be accepted 
for registration, 

3.1-5 Any decision to hold a Board Meeting 
at which the declaration or recommendation 
of a dividand will be considered. 

3.1-6 Any recommendation or decision that 
a civdend will not be declared. 

3.1-7 Any recommendation or declaration of 
a dividend (including bonuses if any) the rate 
and amount per share and date of payment 
which shall be before the expiry of 21 
market days from the books closure date. 
Such information should be communicated 
to the Exchange by telephone no sooner 
the meeting Is held to consider or 
recommend such payment and confirmed 
by letter immediately afterwards. 

Once the books closing date Is announced, 
the Company shall not make any 
subsequent alterations to the dividend 
entitlement. 

3.1-8 In the case of an Interim dividend 
declared before the close of a financial year, 
such announcement to the Exchange shall 
be accompanied by a statement showing 
comparative figures, based on which the 
declaration was made for such period of the 
current Financial Year and the 
corresponding period of the previous year. 

3.1-9 When a dividend (Interim or Final) is 
declared after the close of a Financial year. 
such announcement to the Exchange shall 
be accompanied by a statement showing 
comparative figures of the following: 

a. Turnover figures/Gross operating profit; 

b. Gross profit; 

c. Income from other sources; 

d. Provision for Taxation; 

e. Nett Profit after Taxation. 

3.1-10 . The Company shall make available 
to the Exchange and to all shareholders In 
the form set out in Appendix 3 and 4 of this 
section a half yearly Financial Statement 
before the expiry of 3 months from the half 
year period. Such Financial Statement shall 
be signed by the Chairman or Chief 
Executive and the Finance Director or In his 
absence the Chief Accountant. 

b. The Company shall make available to the 
Exchange a Financial statement before the 
expiry of 3 months from the end of each 
Finenclal Year in the form as set out in 
Appendix 3 and 4 of this Section even if the 
figures are provisional and subject to audit. 

3.1-11 Any Intention to pass a resolution at 
any members' meeting shall be notified to 
the Exchange at the same time that it Is 
conveyed to the shareholders and within 3 
market days after the date of the meeting 
whether or not such resolution was carried. 

Companies shall send duly stamped proxy 
forms to shareholders and debenture 
holders in all cases where proposals other 
than those of a purely routine nature are to 
be considered at a meeting of the 
Company's shareholders and debenture 
holders in all cases where proposals other 
than those of a purely routine nature are to 
be considered at a meeting of the 
Company's shareholders and debenture 
holders and such proxy forms shall be so 
worded that a shareholder or a debenture 
holder may be eligible to vote either for or 
against each resolution. 

3.1-12 any change of address of thi 
registered office of the Company or of any 
offices at which the register of the securities 
of the Company is kept. 

3.1-13 Any change in the Directors, 
Company Secretary, Registrars or Auditors 
of the Company. 

3.1-14 Any change of substantial share 
holding in the Company and details thereof. 

3.1-15 Any application fled with a court to 
wind up the Company or any of its 
subsidiaries. 
The appointment of receiver or liquidator of 
the Company or any of its subsidiaries. 
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3.1-16 Any acquisition of shares of another 
company or any transaction resulting insuch 
Company becoming a subsidiary of the 
Company. 

CSE Rules 3.2 - Llsted Company
Document Copies to Exchange - I he
Company shall forward to the Exchange at 
the same time as despatched to theshareholders: 

a. 24 copies of the statutory and Annual 
Report and Accounts. 

3.3 The Company shall prepare and 
circulate before the expiry of 6 months from
the close of the Financial Year a balance 
sheet and profit and loss account In 
accordance with the accounting standards 
and pronouncements of the Institute of 
Chartered Accountants of Sri Lanka and 
certified accordingly by the Company's
auditors. 

Such published accounts shall contain 
among other information: 
a. A full list of Investments (quoted and 
unquoted) held outside the group as trade 
investments by the Company. 
b. Holdings In Associate and Subsidiaries 
with the relative percentage. 
c. A distribution schedule of each class of 
equity security setting out the number of 
holders and percentage in the following
categories:-

No.of Holders Holdings

Total Holdings % 


less than 5W sham5SW to 5,000 shares 
5,001 to 10,000shares 
10,001 to 20,000 shares 
20,001 to 30,000 Shaes 
30,001 to 40,000 shares 
40,001 to 50,000 shares 

50,001 to 100,000 shares 
100,001 to 1,000,000 shares 

over 1,000,000shares 

212. LISTED COMPANY
MISCELLANEOUS PROVISIONS 

SC Rules 90 5. - Listed Company
Trading Off-Exchange Limited - A 
company which is listed or wishes to be 
listed %ith a stock exchange shall not make a 
public offer of new or existing securities 

unless such company has lodged with such
stock exchange an application for such 
purpose, which shall Include details of the 
public offer of such securities. A public offer 
of such securities shall be made only upon
the grant of approval by such stock 
exchange. 

SC Rules 90 7. - Usted Company 
Share Provisions, Transferability,Voting, Liens, Calls -(3) Fully paid
shares shall be freely transferable and shall 
be free from aN lien except when a companyhas to comply with any statutory or 
governmental requirement In which event,
the stock exchange with the approval of the 
Council may require compliance with such 
requirement. Such restriction shall be clearly
Indicated In the official listing of the stock 
exchange. 

CSE Rules 1.2-1 - Listed Company, 
Conflicts of Interest - The existence ofmaterial conflicts of Interest between 
companies and their Officers, Directors or 
substantial shareholders (or members of 
their families or concerns controlled by them)
shall be reviewed by the Exchange on an 
Individual basis in considering the eligibility
of companies for Initial listing. Companies
shall be expected, as far as possible, to 
eliminate such conflict situations prior to 
listing but If this Is not possible companies 
may be requested to do so within a 
reasonable period after listing. Where aconflict cannot be resolved promptly for
 
sound business reasons, the Exchange
 
shall consider all pertinent factors, and shall 
appoint a committee of inquirypurpose. for such 

(The most common types of conflict 
situations to which this policy applies
Include personal Interest of Officers, 
Directors or principal shareholders of any
business arrangements involving the 
Company such as leasing of Property,
Machinery and other assets to or from theCompany, Interest In subsidiaries, interest in 
businesses that are competitors, suppliers 
or customers of the Company, loans to and 
from the Company etc.) 

In considering the eligibility of companies
applying for initial listing under its Conflicts of 
Interest Policy, the Exchange considers, 
among other factors: 
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1. Persons involved In the conflict and their 
relationship to the Company. 

2. Significant operations of the Company. 

b. The terms of the arrangement are the 
same or better than those that can be 
obtained from unaffiliated concerns, 

c. The arrangement has been approved by 
Directors or shareholders who are 
independent of such conflicts, 

d. The arrangement has been adequately 
disclosed to shareholders through
Prospectus, Stataments or an reports. 

CSE Rules 1.3-5 - Listed Company, 
Open Subscription Period - The list 
for subscribers shall be kept open for a 
minimum period of five (5) market days from 
the proposed date of opening. rhe 
Exchange ,h&ll not under any circumstance 
waive this 'minimum period' requirement. 

CSE Rules 1.3-6 - Listed Company, 
Share Allotment in New Issues -
Allotment against applications of shares 
offered to the public shall be made fairly and 
unconditionally. In the event of an over-
subscription, the basis of allotment shall be 
determined by the Company in consultation 
with the Exchange. The Company shall allot 
the shares as soon as the basis of allotment 
is determined and shall publish the 
distribution schedule in at least one leading 
Sinhala, Tamil and English newspaper. 

A copy of the return of the allotment shall be 
furnished to the Exchange not later than 
fourteen(14) market days of the final 
allotment 

In any event, no allotment shall be made for 
an amount less than a minimum board lot as 
operative in the Securities Exchange. 

CSE Rules 1.3-7-9 - Listed Trading 
of Newly Issued Shares - In the case 
of a new listing the shares allotted Interms of 
a prospectus shall be permitted for trading 
only after the expiry of four (4) market days
from the date of despatch of allotment 
letters. 

13-8 Certificates In respect of Public Issues 
shall normally be despatched to ths 

shareholders before the expiry of 21 market 
days from the last date for renunciation. 
However, the Exchange may at Its discretion 
extend exceptionally this period depending 
on the requirements of individual 
companies. 

Commencing from the last date for 
renunciation, trading In such new shares 
shall be suspended for a period of 21 market 
days or for such extended period as the 
case may be. The quotation shalh be 
restored for trading after the expiry of 4 
markat days from the date of despatch of all 
the share certificates. 

Note: (The Board of Directors should not In 
any way Interpret such suspension as being 
a stricture on the Company and should 
appreciate that this is done in order to 
eliminate the build-up of complications in 
documentation due to the absence of an 
Instrument for trading) 

1.3-9 In the case of subsequent issues 
offered to the public (not by way of Bonus) 
the sharesof the Company which are already 
listed will be suspended from trading from 
the date of the Issue of the prospectus or 
from the date of the allotment of a rights, as 
the case may be, to the date on which such 
new shares becorm oligible for trading in the 
market, being 4 market days from the date of 
despatch of alotment letters. 

CSE Rules 1.3-10) - Listed 
Company, Allotment of shares to 
employees - Companies seeking
admission to the official list may be permitted
if they so desire, with the approval of the 
Exchange, to reserve up to 10% of the 
Issued share capital for allotment to their 
employees and Executive Directors of the 
group provided that the Companies lodge 
with the Exchange in advance a statement 
giving the number of shares to be allotted to 
each employee and the basis of allotment 

CSE Rules 1.4-1 - List, Official -
The Official Ust shall, unless the Committee 
otherwise orders, contain a list of quoted 
securities with suci; particulars and in such 
fo,.m as the Committee shall from time to time 
determine Including bargains concluded by
members of the Exchange. 

CSE Rules 1.4-2 - Recording 
Bargains in Inactive Securities - The 
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Committee may make such provisions and
give such directions as It thinks fit for the 
recording of bargains in inactive quoted
securities, without prejudice however to the
validity of the quotation. 

CSE Rules 1.4-3 - Quotation List 
Publication - No list or record of dealings
shall be issued or sold by a member of the 
Exchange without the prior sanction of the 
Commitie. 

CSE Rules 1.4-4 - Suspension or
Delisting of Quotation - The grant of a 
quotation may be suspended or cancelled, 
and the security may be withdrawn from the
official list, and th3 recording of bargains 
may be suspended, on the authority of the 
Committee. 

CSE Rules 1.4-5 - Notific3tion of 
Listing, Suspension - The decision of 
the Committee regarding (a) the acceptance 
or rejection or deferment of an application for 
quotation or (b). the suspernlon o r
cancellation of a quotation or (c). the 
suspension of a record shall be nottfied to all 
members of the Exchange and to the 
Company whose securities are affected 
thereby. 

213. LISTING FEES 

CSE Rules 1.4-7 - Listing
(Quotation) Fees, Initial - All 
companies applying for a quotation shall pay 
a fee to the value of Rs. 5,000/- or one fifth 
percent (1/5%) of the nominal value of the 
security for which a quotation is granted,whichever is more (but, with a maximum of 
Rs. 50,000/). Where the quotation is for a 
further issue of securities in respect of a 
company already quoted, one half only of
the above mentioned fee shall be payable. 

No fee shall be payable for stock unit 
application of securities Issued by the 
Government, Central orBank other 
Government Institutions or applications
arising out of change of name, 
denomination, dividend rights or exercise of 
conversion of option rights. 

Fees shall be payable wiih the application
and are non-refundable whether or not aquotation is granted. 

CSE Rules 1.4-8 - Listing Fees,
Annual - All companies whose securities 
are quoted on the official list by the 
Exchange shall pay an Aniual Fee to the
Exchange on or before the 31st day of 
March in each calendar year basud on theordinary Issued capital as at 31st January
Immediately preceding or at such rates as 
the Committee shall determine from time to 
time. 

The rates currently applicable are as follows: 

Up to Rs. 5,000,000 Rs. 5,00/-
Above Rs.5,000,000 and up to 

R&10,000,000 Rs. 7,500/-
Above Rs.10,000,000 and up to Rs. 

15,000,000 Rs. 11,500/-
Above Rs.15,000,000 Rs. 15,000/-

A full year's fee shall be payable even if 
the quotation is granted during the year. 

214. ADDITIONAL LISTINGS 

CSE Rules 4 - Listing Application,
Additional Shares - A company
pursuing either a rights or a bonus Issue 
shall submit an application through a 
memvber of the Exchange. The form and 
content of the application shall be asfollows:- Item 1: Title page as cutline in CSE 
Rule 2.3-A 

Item2: 'Particulars of Company" as outlined 
in CSE Rule 2.3-B 

Item 3: Supporting papers 

a. A draft copy of the circular t o 
sharbholders. 

b.Specimen of the 
I.Provisional letter of allotment 
if. Letter of acceptance.
ill. Form of Renunciation. 
iv. Form for application for the 

additonal shares incase of a rights issue. 
v. Share certificate. 

c. A certified copy of the Board Resolution 
authorsing the issue. 

d. A statement in the form as set out inSection 2.3- C (Page 20) of these rules. 

Item 4: A draft Profit & Loss Account 
statement made up to one month prior to the 
date of the Board Resolution shall 
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accompany the application. The Exchange 
may require the Company to publish 
excerpts of the Profit & Loss statement in 
the circular to shareholders. 

215. RIGHTS TO SUBSCRIBE 

CSE Rules 4.1 - Rights Issues - a. 
A company intending to make a rights Issue 
shall promptly make an announcement tothe Exchange. 

b. No dates shall be fixed for closing of 
books, entitlement, provisional allotment, 
splitteig and renunciation until the 
application for such an Issue is approved by 
the Exchange. 

c. Provisional Allotment In the case of a 
rights issue which does not require the 
approval of the shareholders shall be at least 
30 market days after receiving approval from 
the Exchange. 

d. Closure of transfer books shall not exceed 
a period of 7 market days while the first day
of such closure shall be at least 14 market 
days after receiving approval from theExchange. 

CSE Rules 4.2 - Rights Issue 
Offering Circular - 4.2-1 The date of 
the circular 

4.2-2The following statements: 

a. 'THIS DOCUMENT IS IMPORTANTito be 
in bold print) 

b. 'if you are in any doubt as to the action 
you should take, you should consult your
Stockbrokers, Bank Manager, Solicitor, 
Accountant, or other professional adviser 
immediately.(to be in bold print) 

*Copies of this document, together with 
copies of the Provisional Allotment letter and 
additional share application form, have been 
lodged with and registered by the Registrar 
of Companies who take no responsibility for 
the contents of the documents.' 

c. 'Permission has already been obtained 
from tne Colombo Securities Exchange to 
deal in and for the quotation of the new 
securities arising from the rights. Such new 
securities will be admitted to the official list of 
the Exchange and trading will be permitted 

cnly aftor the expiry of four(4) market days 
after the despatch of the letter of allotment. 

d. 'The Colombo Securities Exchange 
takes no responsibility for the correctness of 
any statements made or opinions herein.' 

*Admissionto the official list and quotation 
of the said new securities Is in no way 
reflective 
e. 'All the documentation relating to this 
Issue has been seen and approved by the 
Directors of the Company and they 
collectively and Individually accept full 
responsbility for the accuracy of the 
information given and confirm that after 
making all reasonable enquiries and to the 
best of their knowledge and belief there are 
no other factors the omission of which would 
make any statement misleading.' 

f. Reasons & Purpose of the Issue 

I. This shall include a statement or an 
estimate of the net proceeds of the Issue 
end a Statement as to how the proceeds are 
in,&.nd,; 'o be applied. 
Ii.The present market value of a share. 

Ill. Description of the history and business of 
the Company. 

CSE Rules 4.3 - Rights Issue,
Shareholder's Approval - If a rights 
Issue requires the sanction of the 
shareholders at a General Meeting, such 
companies shall follow the following 
procedure laid down by the Exchange. 

4.3-1 The Company Informs the 
Exchange Immediately after the meeting the 
Intention of the Board to proceed with the 
rights Issue. 

4.3-2 The Company submits application to 
the Exchange within 7 market days from the 
date of notification. 

4.3-3 The Exchange Informs the Company 
of its decision within 7 market days from 
receiving the application. 

4.3-4 The Company closes books for a 
period not exceeding 3 market days if 
necessary to send out notices convening 
the extra-ordinary General Meeting. 
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4.3-5 The Company re-opens the transfer 
books and the Exchange quotes the
security "XR"after the expiry of 20 market 
days from the date of notification to the 
Exchange.
 

4.3-6 The Company closes the transfer 
books to corsider the rights entitlement 10 
market day- after Its shares were quoted
"XR" in the market. 

4.3-7 The Company noids EGM not earlier
than 20 market days afte- receMng approval
from the Exchange but not later than 40 
market days. 

216. BONUS ISSUES & STOCK 

SPLITS 


CSE Rules 4.4 - Bonus issues - A 
Company Intending to make a bonus issue
shall promptly make an announcement to
the Exchange even if the Issue of shares to 
certain categories op members of the 
Company is subject to Exchange Control 
approval. 

The following procedure laid down by the 
Exchange shall be followed by the 
Companies proceeding with a Bonus Issue. 

4.4-1 The Company informs the Exchange

Immediately after the meeting the intention 

of the Board to proceed with the issue, 


4.4-2 The Co'rrpany submits application to
the Exchange within 7 market days from the 
dette of notification. 

4.4-3 The Exchange informs the Company
f its decision within 7 market days from 

receiving the application. 

4.4-4 The Company closes books for a 
period no! exc3eding 3 market days if 
necessary to send out notices convening
theextra-ordinary General Meeting. 

4.4-5 The Company re-opens the transfer 
books and the E-change quot the Security
"XC" after the expiry cf 20 market days from
the date of notificatict to the Exchange. 

4.4-6 The Company closes the transfer 
books to consider the bonus entitlement 10 
market days after its shares were quoted 
'XR" in the market 

4.4-7 The Company holds EGM not earlier 
ttni20areltdaysafter 

rec certified by a roponsibe official of 
the Company. 

b.Where a right renunciation is given:
i. the period for renunciation shall not 
exceed 21 market days froin the date of 
Issuo of the Allotment letters/letters of
Rights while the period for splitting shall not 
exceed 10 market days; 

II. the form of renunciation shall be printed 
on the back of or attached document in 
question. 

Provided that, Ifthe law permits, the fore­
going periods may respectively be
extended to a maximum of six weeks and 
minimum of three weeks. 

c. The documents shall be serially
numbered, printed on good quality paper,
and shall be examined and autographically
signed by a responsible official of !he 
Company. 

d. Letters of allotment and acceptance shall,
wherever possible, comain the distinctive 
numbers of the shares to which they relate. 

a. Provisional Allotment Letters, Letters of 
Rights and Allotment Letters Issued upon
conversion or In capitalization of reserve 
shall state the names of all joint holders. 

f. Letters shall state how the nxt payment of
 
diidend on the securdty will be calculated.
 

217. DOCUMENTARY LEGAL
REQUIREMENTS 

CSE Rules 1,2-3 - Listed CompanyMemorandum & Articles - Reference 
to Section5 Companies seeking admission 
tc the Official List of the Exchange shall be 
required to incorporate into their 
Memorandum and Articles of Association
various provisions which are set out in 
Section 5 of these rules. 

CSE Aules 5 - Listed Company
Memorandum & Articles - 5.1 The
Company shall not by its Memorandum of
Association or other corresponding
document reserve power to itself to act as 
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Stock or Share Brokers or as dealers in 
securities, 

5.2 The Articids of Association or other 
corresponding document shall contain 
provision to the following effect: 

A. as regards transfer and registration: 

1.that the common form of transfer may be 
used. 

2.that fully paid shares shall be free from arny
restriction on the right of transfer and to the 
extent to which In its opinion shall also bo 
free from all lien. when and If necessary to 
do so to enable a Company to comply with 
any Statutory or Governmental requirement 
affecting its business, the Committee may
permit a modification or variation of this 
requirement. 

3. that, where the Company takes power to 
refuse to register more than three persons 
as joint holders of a share, such power shall 
not apply to the executors or trustees of a 
deceased holder. 

B as regards Defin;tive Certificates: 

that all forms of Certificates for Shares, 
Stock, Debenture Stock or representing 
any other form of security (cther than Letters 
of Allotment or Scrip Certificates) shall be 
issued under the common seal of the 
Company. This requirement so far as it 
(elates to autographic signatures of Directors 
may be relaxed in cases where the Directors 
being so authorized by the Articles have 
resolved to adopt some method of 
mechanical signature which Is controlled by
the Auditors, Transfer Audftors or Bankers 
of the Company. 

Cas regards dMdends: 

1. that any amount paid up In advance of 
calla on any share may carry intrst but shall 
not entitle the holder of the share to 
participate In respect thereof In a dividend 
subsequently declarad. 

2. that unclaimed dividends cannot be 
forfeited before the expirstion of six years
after date of declaration thereof. 

D.as regards directors: 
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1. that apart from temporary borrowing
against stocks or produce in hand, the 
borrowing powers of the Board are limited so 
that the aggregate amount at any time owing
by the Company and Its subsidiaries 
(exclusive of Inter comarry with the consent 
of the Company in general meting by
ord.nae,y, extra-ordinaiy or special resolution, 
exceed a reasonable amount which, if 
measured by reference to share capital, 
must be related to the issued and paid up
shre capetal of the Compaiy. 

2. that the Directors shall have power at any 
time and from time to time to appoint any
other person as a Director either to fill a 
casual vacancy or a an addition to the 
Board, but so that the total number of 
Directors shall not at any time exceed the 
maximum number authorized by the Articles 
of Association; but that any Directors so 
appo~tded shall hold office only until the 
next following Annual 
General Meeting of the Company, and shal: 

then be eligible for re-election; 

3. that where not otherwise required by law, 
the Company In General Meeting shall have 
power by Ordinary Resolution to remove any
Director (including a Managing Director but 
vthout prejudice to any claim for damages
under any contract) before the expiration of 
his period of office. 

E as regards accounts: 

that a printed copy of the Report of the 
Directors accompanied by the Balance 
Sheet (including every document required
by law to be annaxed thereto) and Profit and 
Loss Account or Income and Expenditure
Account shall at least 21 days previous to 
the General Meeting be delivered or sent by 
post to every shareholders who shall have 
registered an address InSri Lan& 

F as re&,ads rights: 

1. that adequate voting rights are in 
appropriate circumstances secured to the 
Preference Shareholders. 

2. that the rights attached to any class of 
shares may not be varied without the 
reasonable consaent of the holders of such 
shares. 
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G as regards Investment trusts: where it is
desired that the securities of the Company
be classlfied under the 'Investment Trusts"
section of the Official Ust, that all monies 
realized on the he sale or payment off of any
capital asset In excess of book value of the 
same and all other monies In the nature of 
accretion to capital shall be treated for all purposes as capital monies and not as profits
available for dividends. 

Has regards notices: 
1.that, where power Is taken to give notice 
by advertisement, such advertisement, shall
be inserted In at least one leading National 
Daily Newspaper. 

2. that, where it is provided that notices will 
be given only to those members whose 
registered addresses are within Sri Lanka, 
any member whose registered address isnot within Sri Lanka, may name an address 
within Sri Lanka which for the purpose of 
notice, shall be considered as his registered
address. 

I as regards redeemable securities: 

that where power Is reserved to purchase a 
redeemable security, purchase if not made 
through the market, shall be limited to a
maximum price. 

CSE Rules 6 - Listed Company,
Trust Deeds & Debentures - Trust 
Deeds relating to debentures a n d 
unsecured debentures shall contain 
provisions to th,9 following effect 

Aas regards Redemption: 

1. that, where provision is made that the
security shall be repayable at a premium
either at a fixed date or at any time upon 
notice having being given, the security shallnot In the event of the Company going into 
volu:tary liquidation be repayable at less
than the premium then current; 

2. that, where power is reserved to 
purchase a redeemable security, purchases,
if not made through the market, shall be 
limited to a maximum price; 

3. that, where stock is subject to redemption
by drawings, the amount (or unit) into which 
the issue is to be divided for the purpose of 
the drawing shall not exceed Rs.1,000/-; 

B as regards Trustees: 

1.that there shall be at least two trustees,
providod that a company or corporation
approved by the Committee of the
Exchange may be appointed sole trustee; 

2. that the appointment of a new trustee 
under any sttuory or other power shall be 
notified to the Debenture (or Debenture
Stock) holders. 
C as regards Meetings and Voting Rights­

1. that a meeting of Debenture (or
Debenture Stock) holders must be called on 
a requistion In writing signed by holders of 
at least one tenth of the nominal amount of
the Debentures (or Debenture Stock) for the 
time being outstanding; 

2. that the quorum for passing an Extra 
Ordinary Resolution shall be the holders of a 
clear majority In value of the whole of the
outstanding Debentures (or Debenture 
Stock) present in person or by proxy or by
attorney. If such a quorum be not obtained, 
provision may be made for the adjournment
of the meeting for not less than fourteen 
days. In that evem rotice of the adjourned
meeting shall be sent to every Debenture (or
Debenture Stock) holder and shall state (if it 
be the case) that, if a quorum as above be
defined shall not be present at the
adjourned meeting, the Debenture (or
Debenture Stock) holders then present shall 
formaquorum; 

3. !hat the necessary majority for passing anExtra Ordinary Resolution shall not be less 
than three fourths of the persons voting
there-at on a show of hands and it and if a
poll Is demanded then not less than three 
fourths of the votes given on such a poll; 

4. that on a poll, each holder of Debenture o 
Debenture Stock shall be entitled to at least 
one vote in respect of every Rs.100/- of 
Debentures or Debenture Stock held by
him, except that where the lowest 
denomination In which such securities can 
be tranr'erred is more than Rs.100/- such 
denominations may be substituted for the 
Rs.100/- referred to above. 

Das regards Transfer: that in the case of a
registered security the common form of 
transfer shall be used. 
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E as regards DefinKiveo Certificates: that on 
any payment off of pat of the amount due 
on the security, un!ess a new document is 
issued, a note of such payment shall be 
enfaced (not endorsed) on the document 

F as regards security:
1.that in the case of securities which are 

entitled *Mortgage' tho same shall be 
secured '.o a substantial extent by a dirwt 
specific mortgage on movable or Immovable 
property. In the case of Dehantures or 
Debenture or Loan Stocks that constitute an 
unsecured liability the same shall be entitled
.unsecured' 

2. that the aggregate of the borrowing of any
subsidiary company shall be limited to a 
reasonable amount except with the con-sent 
of an Extraordinary Resolution of the 
Debenture (or Debenture Stock) holders. 

CSE Rules 1.3-2 - Listed Company,
Prospectus Reference - All companies
seeking admission to the Official Ust of the 
Exchange, whether through a public issue, 
offer for sale or Introduction, shall Issue a 
prospectus or a statement In lieu of 
prospectus as the case may be which shall In 
addition to complying with the Prospectus 
requirements of the Companies Act, comply
with the Prospectus/Statement In lieu of 
Prospectus requirements of the Exchange 
as set out In Section 7. 

CSE Rules 1.3-4 - Listed Company, 
Prospectus & Application - It shall be 
the responsibility of the Company to arrange 
for adequate supply anri timely distribution 
of prospectus and application forms. At the 
time of application the Company shall 
disclose to the Exchange the proposed date 
of Registration of the Prospectus and the 
opening of the subscription list. 

If the approval is granted the Exchange shall 
intimate to the Company through the 
sponsoring broker the requirements of the 
members and the Company shall make 
arrangements to provide the full quota to the 
Exchange at least five (5) market days before 
the proposed date of issue. The Company
shall also ensure that neither its bankers not 
the under-writers (if any) nor the other 
agencies distribute the Prospectus and 
Application Forms to anybody before such 
specified dates. Failure to discharge this 

responsibility may disentitle the Company to 
an official quotation. 

CSE Rules 7 - Listed Company,
Prospects Contents - 7.1-1 This 
section sets out the basic requirements for 
the contents of Prospectus. 

The requirements of this Section are not 
exhaustive. Additional Information, 
according to the particular iiature of the 
issuer and of the secultties for which listing is 
sought, shall be included to the extent 
necessary to enable Investors &nd their 
Investment advisers to make an Informed 
assessment of the assets and liabilitibs, 
financial position, profits and losses and 
prospectu3 of the Issuer end of the rights
attaching to such securities, notwithstanding 
that such information is not specifically
required by this Section or any other Section 
of these Rules. 

Furthermore, the Exchange may require
disclosure of such additional information as it 
considers appropriate in any particular case. 
If the Exchange requires such Information, it 
shall Inform the applicant in writing of the 
additional Information required. 

7.2 Requirements for Contents: 

(The Issuer, the persois responsible for 
Prospectus, the auditors and other advisers) 

7.2-1 Name of the Company, registered 
office. 

7.2-2 Date of incorporation. 

7.2-3 Place of Incorporation and the 
authority under which the Company was 
incorporated. 

7.2-4 Name, address and occupation of all 
directors. 

7.2-5 Declaration by the Directors of the 
Company in the following form:­
'This Prospectus has been seen and 
approved by the Directors of the Company 
and they collectively and individually accept
full responsibility for thi, accuracy of the 
information given and vonfirm that after 
making all reasonable enquiries and to the 
best of their knowledge and belief, there are 
no other facts the omission of which would 
make any statement herein msleading." 
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7.2-6 A statement by the Company
managing the Issue that to the best of itr 
knowledge and belief the prospectus 
constitutes full and true disclosure of all
material facts about the Issue and Issuer, and
where appropriate, It has satisfied Itself that 
the profit forecasts have been stated by the 
directors attar due and careful enquiry. 

7.2-7 In the case of a statement or report
attributed to an expert, a statement that he 
has not withdrawn his written consent to the
issue of the Pro.-pectus with the statn,'ent 
or report Included Inthe form and context in
which t Is included, 

7.2-8 Name and qualification of the 
Secretary. 

7.2-9 Name, address and professional
qualifications of the auditors. 

7.2-10 Names and addresses of bankers,
solicitors, registrars, issuing house and 
trustee (if any) 

7.3 The Securities for which application is 
being made: A statement shall be made as 
follows:­

'Approval has been obtained from "-he 
Colombo Securities Exchange for 
permission to deal Inand for quotation for allshares of the Company already issued as 
well as those which are the subject of this 
Issue. Such permission will be granted 
when the Company has been admitted to
the Official Ust of the said Sock Exchange.
The Colombo S e c u r i t I e s 
Exchange(Gte)Limited assumes no 
responsibility for the correctness of any of
the statements made or opinions expressed 
or reports included in this Prospectus.
Admission to the Official Ust is not to be 
taken as an Indication of the merits of the 
Company or of the shares.' 

7.3-2 the authorized share capital, the 
amount issued or agreed to be issued, the 
amount paid-up and the description and 
wmina value of the shares. 

7.3-3 Summary of the rights of the shares for 
which admission is sought, and in particular
the voting rights, entitlement to share in the 
profits ana, in the event of liquidation, in any
surplus and any other special rights. 

Where there Is or 1i to be more than one 
class of shares of the Company in Issue, like 
particulars shall be given for each additional 
class. 

7.3-4 Summary of the provisions of the 
Company's Memorandum and Articles of 
Association regarding changes of capital or 
variations of class rights whether or not suchprovisions we more stringent than required
by law. 

7.3-5 Arrangements for transfer of the
securities and (where permitted) any
restrictions on their free transferability (eg: 
provisions requiring transfers to be
approved). 

7.3-6 Number of securities to be offered tothe public, employees, government
Institutions, financial institutions etc by 
category. 

7.3-7 Period during which the issue or offer 
of securities will remain open after the 
publication of the Prospectus and the names of the receiving bankers or issuing
house. 

7.3-8 Name, address and description of thepersons underwriting or guaranteeing the 
Issue with elaborate details. 

7.3-9 Where only a part of the issue Is
underwritten or guaranteed, a statement of 
the part not covered and the reason thereof. 

The Exchange reserves the right to require 
an issue to be fully underwritten if deemed 
necessary. 

7.3-11 Indication or estimate of the total 
expenses of the Issue or offer, stating the 
underwriting commission, guarantee
commission, placing commission or 
brokerage. 

7.3-12 Estimated net cash proceeds
accruing to the issuer from the issue an 
intended application of such proceeds to be 
shown in the following manner: 

Land (including development) .......
 
Buildings .........
 
Plant, Machinery and Equipment .........
 
Vehides 
Preliminary Expenses. .........
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Project promotion expenses ............ 
Management Expenses ................... 

Total 
Project Cost 

Funded by:. .............. 


Equity 
Loan Capital 

7.3-13 Statement by the Directors that In 
their opinion the working capital available to 
the group is sufficient, or If not, how it is 
proposed to provide the additional working 
capital considered by the Directors to be 
necessary. 

7.3-14 Details of any payment or other 
benefit paid to or given to a promoter If and 
to the extent that disclosure of same is 
required by law. 

7.3-15 Particulars of any commissions, 
discounts, brokerages or other special terms 
granted within two years immediately 
preceding the publication of the prospectus 
In connection with the Issue of any capital of 
the Company or sale of any of Its 
subsidiares. 

7.3-16 (a) Indication of any of the following 
which have occurred during the last financial 
year and the current financial year:-

- public take-over offers by third parties in 
respect of the Company's shares. 

- public take-over offers by the Company in 
respect of other Companies' shares, 

(b) stater-r,, of the price or Exchange terms 
attaching to such offers and the outcome 
thereof. 

7.3-17 If in conjunction with the Issue of 
shares, shares of the same or another class 
are subscribed or sold privately, details must 
be given of the nature of such operations 
and of the number and characteristics of 
shares concerned. 

7.4 General information about the Issue and 
its Capital: 

7.4-1 Amount of any outstanding
convertible debt securities, 

7.4-2 Indication of the conditions governing
and the procedures for conversion,
exchange or subscription of such securities. 

7.4-3 Indication of the persons, so far as 
known to the Company, who, directly or 
Indirectly, exercise control over the 
Company and particulars of the proportion of 
the voting capital held. A statement 
showing:­

(a) any alterations in the share capital of the 
Company within the two years preceding the 
publication of the prospectus. 

(b) the interests of each director In the share 
capital of the Company as appearing In the 
register maintained under the provisions nf 
the Companies Act No.17 of 1982. 

(c) the names together with the respective 
interests of the 
substantial (10% and above) shareholders of 
the Company. 

7.4-4 If the Company is a member of a 
group, a brief description of the same and 
the Company's position within It, stating, 
where the Company is a subsidiary, the 
names of and the number of shares in the 
Company held (directiig or Indirectly) by each 
holding Company. 

7.4-5 Particulars of any capital of the 
Company or of its subsidiary which is under 
option, or agreed conditionally o r 
unconditionally to be put under option, with 
the price and duration of the option and 
consideation for which the option was or will 
be granted, and the name of the grantee, or 
an appropriate negative statement. 

Provided that where options have been 
granted or agreed to be granted to all the 
members or debenture holders or to any
class thereof or to employees under a share 
option scheme, it shall be sufficient, so far as 
the names are concerned, to record that fact 
without giving the names of the grantee. 

7.4-6 The dates of and parties to all material 
contracts (not being contracts entered into 
in the ordinary course of business) entered 
into within two years immediately preceding 
the publication of the Prospectus, together
with a summary of the principle contents of 
each contracts Including particulars of any 
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consideration passing to or from the 
Company or any subsidiary. 

7.4-7 A reasonable time (being not less than 
fourteen days) during which and a place In 
Colombo at which the following documents 
(or copies thereof) where applicable m.y beInspected; the Memorandum & Articles of 
Association, Mortgage, Trust Deed, Deed 
Poll, all material contracts or in the case of acontract not reduced into writing a 
Memorandum gMng full particulars thereof 
of all reports, letters, balance sheets,
valuations and statements by any expert any
part ofwhich is extracted or referred to Inthe 
Prospectus, Offer for Sale or Statement, a 
written statement signed by the auditors or 
accountants setting out the adjustments
made In the report on the profits and giving
the reasons therefor, and the audited 
accounts of the Company for each of the two 
financial years Immediately proaceding the 
publication of the Prospectus, Offer for Sale 
or Statement together with all notes,
certificates, and information required by the 
Companies Act. 

7.4-8 The general nature of the business of 
the Company or Group and, in cases where
the Company or Group carries on two or 
more activities which are material having
regard to profits or losses, assets empioyed
or any other factor, Information as the relative 
Importance of each such activity. 

7.4-9 In regard to (I) every company wh-ose 

results are, or are proposed to be, dealt with 

in the consolidated accounts and (ii) other 

investments which are material In relation to 

the Company, particulars of* the,name, date,

place of incorporation, whether public 
or 

private, general nature of business, issued 

capital and the proportion thereof held or 

about to be held. 


7.4-10 In regard to the Company and every
subsidiary or company about to become a 
subsidiary, particulars of- the situation, area 
or tenure (including in the case of 
leaseholds, the rent and unexpired term) of 
the factories and main building the principal
products and approximate number of 
employees. 

7.4-11 A statement showing the sales 
turnover figures or gross trading income 
during the preceding five financial years or 
which should contain a reasonable 

breakdown between the more important 
trading acivities. 

In the case of new companies a statement 
showing the projected sales and turnover 
figures for the first five years. 

7.5 Financial Information Concerning the 
Company or Group: 

7.5-1 In relation to the Company and its 
subuldlaies: 

a. Particulars of loan capital (Including term 
loan) outstanding, or created but unissued 
and of all mortgages or charges, or an 
appropriate negative statement. 

b. Particulars (as at latest date reasonably
practicable) of other borrowings or 
Indebtedness in the nature of borrowings,
Including bank overdrafts and liabilities 
under acceptance (other than normal treding
bills) or acceptance credits, leasing, lease 
purchase and hire purchase commitments, 
or guarantees or other material contingent, 
liabilities, or Ifthere are no such liabilities, a 
statement to that effect. 

7.5-2 A report by an approved Company 
Auditor:­

a. a summary of earnings (on a consolidated 
basis, If the company has subsidiaries) for 
the last 5 financial years or such shorter
period as may be appropriate showing sales 
before charges for depreciation, interest and 
Income tax. The amount of each of those 
charges, net Income before extraordinary
items, net Income and earnings per share;
and if the summary is in respect of a period
ending on a date earlier than 3 months 
before such publication a statement that no 
accounts have been made up since that 
date; 

b. in the case of an Issue by a holding 
company, in lieu of the report in (a), a like 
report with respect to the profits or losses of 
the Company and its sutsidlary company, so 
far as such profits or losses can properly be 
regarded as attributable to the interests of 
the holding company; 

c. as to the rate of dividend and the amount 
absorbed thereby for each class of shares 
during each of the five financial years
preceding the issue of the prospectus with 
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details of any waiver of dividonds in such 
years; 

d. with respect to the balance sheet of the 
company and in the case of an Issue by a 
holding company, a like report with respect 
to the cornolidated balance sheet of the 
compary and ts subsidiary companies, In 
each case at the end of the last accounting 
period reported upon. 

e. with respect (and in summarized form If 
desired) to the balance sheet of the 
Company or, if the Company is a holding 
company, the consolidated balance sheet of 
the company and of its subsidiary companies 
at the end of each previous accounting
period reported upon and at the beginning
of the first such period. 

f. with respect to any other matters which 
appear to the auditor to be relevant having
regard to the purpose of the report 

In making such a report the auditors shall 
have such adjustments (ifany) as are in thc.ir 
opinion appropriate for the purpose of the 
prospectus. 

Particulars (as at latest date reasonably
practicable) of other borrowings or 
indebtedness in the nature of borrowings, 
including bank overdrafts and liabilities 
under acceptance (other than normal trading 
bills) or acceptance credits, leasing, lease 
purchase and hire purchase commitments, 
or guarantees or other material contingent
liabilities, or if there are no such liablities, a 
statement to that effect. 

7.6 The Management 

a. ilame, address, age and position of all 
directors, chief executives and persons 
nominated or chosen hy the Company to 
become directors and chief executive. 

b. Brief account of the business experience
during the past 5 years of each of these 
persons, including his principal business of 
any enterprise in which such occupation and 
employment were carded in. 

c. Indicate any other directorship held by 
each director or proposed directcr. 
d. Whether any director, General Manager, 
Chief Executive or person nominated to 
become a Director, General Manager or 

Chief Executive is or was involved in the 
following events:­
- a petition under any bankruptcy laws filed 
against such person or any partnership in 
which he was a partner or any corporation of 
which he was an executive officer 

- Such person was convicted for fraud, 
misappropriation or breach of trust or any 
other similar offence which the Exchange
considers a disqualification. 

- Such person was the subject of any order, 
judgement or ruling of any court of 
competent jurisdiction or temporarliy
enjoining him from acting as an Investment 
adviser, dealer In securities, directors or 
employee of a financial institution and 
engaging In any type of business practice or 
activity. 

e. Details of all options to subscribe for 
securities of the company or any of its 
securities of the company or any of its 
subsidiaries which were granted to or 
exercised by each director or executive 
officer during the last financial ye 

7.6-1 Details of director's existing or 
proposed service contracts with the 
Company or any subsidiary, excluding 
contracts expiring, or determinable by the 
employing company without payments or 
compensation (other than statutory 
compensation) within one year, or an 
appropriate negative statement. 

7.6-2 The aggregate emoluments of the 
directors during the last completed financial 
year together with an estimate of the amount 
payable to directors, including proposed
directors, for the current financial period 
under the arrangements in force at the date 
of the prospectus. 

7.6-3 Full particulars of the nature and extent 
of the Interest, direct or indirect, if any, of 
every director In the promotion of or in any 
assets which have been, within the two 
years preceding the publication of the 
prospectus, acquired or disposed of by or 
leased to, the Company or any of its 
subsdiaries,or are proposed to be acquired 
or disposed of by or leased to the Company 
or any of its subsidiaries or are proposed to 
be acquired, disposed of by or leased to the 
Company or any of its subsidiaries, 
including:­
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I. the consideration passing to or from the
Company or any of its subsidiaries; and 

ii. short particulars of all transactions reiating 
to any such assets which have taken place
within two years Immediately preceding thepublication of the prospectus; or an
appropriate negative stat,ent, 

7.6-4 Full particulars of any contract or 
arrangement subsisting at the date of theprospectus in which a director of the 
company is materially Interested inrelation to
the business of the Company and Its
subsidiaries, taken as a whole or in an
appropriate negative statemet,. 

7.6-5 Summary of the provisions of the
Articles of Association with regard to: 

a- any power enabling adirector to vote un a
proposal, 
arrangement, or contract In which he isinterested. 

b. borrowing powers exercisable by the
directors and how such 
borrowing powers can be varied, 

Details of any scheme for involving the staff
in the capital of the Company or any of its 
subsidiaries. 

7.6-6 Number of employees inthe Company
or group and labour relationship with the 
unions (if any). 

7.7 Recent Developments & Prospects ofthe Group: 

7.7-1 A statement as to the financial andtrading prospects of Company or Group,
together with any material informatioi which 
may be relevant thereto, including all suchtrading factors or risks if any which are not 
mentioned elsewhere in the prospectus and
which are uldikely to be known or anticipatedby the general public, and which could 
materially affect the profits such as unsettled 
tax liabilities. 

7.7-2 A statement giving an analysis of thefinancial condition and operations of the 
Company or group, in particular, with regard 
to:­

a. any known trends or any knowndemands, commitments, events or
uncertainties that will result in or that is 
reasonably likely to result in the Company'sliquidity Increasing or decreasing in any
material way, 

b.any material commitments for capital
expenditures, the general purpose of such 
commitments and the anticipated source offunds; 

c. any unusual or infrequent events or
transaction or any significant economic
changes thst materially affected the amount
of reported Income from operations and the 
extent to which Income was so affected. 

d. any known trends or uncertainties that
have had or that the company reasonably 
expects will have a material favourable orunfavourable impact on revenue or
operating income. 

e. where there has been substantial 
increase In revenue, state the extent towhich such increase is attributable to
Increase in prices or Increase in volume oramount of goods or services being sold or to 
the Introduction of new products or services. 

7.8 Properties 

7.8-1 Particulars of Properties 

a. The address of each property. 

b. Inrespect of each property. 

I. a brief description (eg: land or buildings, 
approximate areas, etc.) 

ii. existing use (eg: shops, offices, factories,
residential, etc.) 

ii. tenure (i.e. freehold, or leasehold, giving
terms) 

iv. terms of tenants' leases or under leases 
(including repairing obligations) 

v. approximate age of the buildings; 

vi. present capital value inexisting state. 

7.8-2 Valuation of Properties 
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(A) Whether the valuation is on the basis o& 

i. current value in the open market stating 
whether: 

a. on investment basis; 

b.on basis of development; 

c. on basis of future capital realisation; 

ii. current value as one asset of a going 
concern; 

Ii. value after development has been 
completed; 

lv. any other basis (which should be stated) 

(B)Where the value is based on value after 
development has been carried out:­

i. whether planning consent has been 
obtained and, If so, whether there are any 
conditions attached to such consent; 

if. the date when the development is 
expected to be completed 

Ill. the ostlmated cost of carrying out the 
development or (where part of the 
development has already been carried out)
the estimated cost of completing the 
development. 

iv. the estimated capital value when 
completed and let. 

7.8-3 Additional Matters to be included in 
Prospectus relating to Property Companies. 

a. Where Rentals are used as a basis for 
valuation: 

I. Estimated current net rental of each 
property. This means the Income which is 
estimated by the valuer to be the average 
net annual Income arising from the property 
in the hands of the landlord over a long 
period of years, before income tax and any 
allowances for Interest on capital or 
mortgage, but after deducting
disbursements, the landlord's expenses in 
managing the property and in maintaining it 
in a condition to continue and command its 
rent. 

II.Estimated future net rental at named date 
(where this differs materially from the current 
net rental) and whether such information is 
based on current rental valua. 

7.8-4 Additional Information to be supplied
by Promoters: 

In respect of all transactions in the 
acquisition or disposal of any of the 
properties listed above during the two years 
preceding the valuation:­

a.the dates of the sales; and 
b. the prices paid with particular
reference to those transactions In which the 
directors or promoters, either Individually or 
collectively have been involved. 

7.8-5 Summary 

Number of properties and current value:­

a. Freehold, 

b. Leasehold. 

Where the number of properties held is too 
large for 7.8-3a of this Section to be applied 
a more elaborate Summary will be required, 
to accord with the clrcumstances. 

218. LISTED COMPANY 
CORPORATE DISCLOSUREPOCY 
POLICY 

CSE RULES 8.1 - Disclosure Policy 
Outline - The Exchange considers that the 
conduct of a fair and orderly market requires 
every listed company to make available to 
the public, information necessary to 
Informed investing; and to take reasonable 
steps to ensure that all who Invest in its 
securities enjoy equal access to such 
Information. In applying this fundamental 
principle, the Exchange has adopted the 
following six specific policies concerning 
disclosure, each of which is discussed in 
fuller details InSection 8.2 

CSE Rules 8.1-1 - Immediate Public 
Disclosure of Material Information - A 
listed company Is required to make 
immediate public disclosure of all material 
information concerning its affairs, except in 
exceptional circumstances, acceptable to 
the Exchange. 
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CSE Rules 8.1-2 - Thorough Public
Dissemination - A listed company Is 
required to release material Information to 
the public ina manner designed to obtain itsfullest possible public dissemination. 

CSE Rules 8.1-3 - Rumours and 
Reports Clarification, Confirmation -When ever a listed company becomes, or
made aware of a rumour or report true or 
false, that contains information that is likely to 
have or has h'td an effect on the trading Inthe Compar mecuritles or would be likely
to have a b.., ing on investment decisons,
the Company is required to publicly clarify
the rumour reports as promptly as possJble. 

CSE Ruless8.1-4 - Unusual MarketAction Response - Whenever unusual 
market action takes place in a listed 
company's securities, the company is 
expected to make inquiry to determine
whether rumours or other conditions 
requiring corrective action exists, and, if so,
to take, whatever action is appropriate, if,
after the company's review, the unusual 
market action remains unexplained it may be 
appropriate for the company to announcethat there has been no material 
development In its business and affairs not 
previously disclosed to its knowledge, nor any other reason to account for the unusual
market action. 

CSE Rules 8.1-5 - Unwarranted 
Promotional Disclosure - A listed 
company should refrain from promotional
disclosure activity which exceeds what is 
necessary to enable the public to make 
informed investment decisions. Such 
activity includes inappropriately worded 
news releases, public announcements not 
justified by actual developments in a 
company's affairs, exaggerated reports or 
predictions, flamboyant wording and other 
forms of overstated or over-zealousdisclosure activity which may mislead 
investors and cause unwarranted price
movements and activity In a company's
securities, 

CSE 8.1-6 - Insider Trading -
Insiders should not trade on the basis cf 
material information which is not known to 
the investing public. Moreover, insiders 
should refrain from trading, even after 
material information has been released to 

the press and other media, for a period atleast 5 market days to permit thorough public
dissemination and evaluation of the 
Information. 

CSE Rules 8.2 - Disclosure Policy
Explanation - 8.2-1 Policy on Immediate
PublicDisclosureofMateialInformatjon 

Q. What standards should be employed to
determine whether disclosure should be 
made? 

A. Immediate disclosure should be made of
Information about a company's affairs or
about events or conditions Inthe market for
the company's securities which meets either 
of the following standards: 

a. Where the information is likely to have a
significant effcct on the price of sny of the 
company's securities, or 

b. Where such information (after any 
necessary interpretation by securities 
analysts or other experts) is likely to be 
considered important, by a reasonable 
investor in determining his choice of action. 

0. What kind of Information about a
compar/s affairs should ba disclosed? 

A.Any material information of a factual nature
that has bearing on the value of a company's
securities or on Investor decisions as towhether or not lo invest or trade in such 
securities. Included is information, known to
the company, concerning the company's
prooerty, business financial conditions and 
prospects, mergers and acquisitions; and 
dealings with employees suppliers,
customers and others; as well as information 
concerning a signiflcanu change in 
ownership of the company's securities 
owned by insiders or representing control of 
the company. 

The Exchange does not normally consider 
disclosure of a company's internal estimates 

rprojections of its earnings or of other data
relating to its affairs to be necessary. Ifsuch 
estimates or projections are released, they
should be prepare carefully, on a reasonable 
factual basis, and should be stated 
realistically, with appropriate qualifications.
Moreover, if such estimates or projections
subsequently appear to have been 
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mistaken, they should be promp'iy and 
publicly corrected. 

0. What kind of events and conditions In the 
market for a company's securities may 
require disclosure? 

A. The price of a company's securities, as 
well as a reasoiable investor's decision 
whether to buy or sell those securities, may
be affected as much by factors directly 
concerning the market for the securities as 
by factors concerning the company's
business. Factors directly concerning the 
market for a company's securities may 
include such matters as event affecting the 
present or potential dilution of the rights or 
interests of a company's securities, or 
events materially affecting the size of the.public issue' of Its securities. 

While, as is noted above, a company is 
expec-'ed to make appropriate disclosure 
about significant change in insider 
ownership of its securities, the company
should not Indiscriminately disclose publicly 
any knowledge it has of the trading activities 
of outsiders, such as trading by unit trusts or 
other institutions, for such outsiders 
normally have a legitimate interest in 
preserving the confidentiality of their 
securities transactions, 

0. What are some specific examples of a 
company's affairs cr market conditions 
typically requiring disclosure? 

A. The following events, while not 
comprsng a complete list of all the situations 
which may require disclosure are particularly 
likely to require prompt announcements: 

a. a joint venture, mergers, acquisitions or 
take-overs. 

b. the declaration or omission of dividends or 
the determination or earnings 

c. the acquisition or loss of a significant 
contract. 

d.a significant new product or discovery, 

e. a change in control or a significant change 
In management. 

f. a call of securities for redemption. 

g. the borrowing of a significant amount of 
funds. 

h. the public or private sale of significant 
amount of additional securities. 

I.significant litigation. 

I. the purchase or sale of a significant asset. 

k. a significant change In capita: Investment 
plans. 

I.a significant labour dispute or dispute with 
sub-contractors or suppliers. 

m. a tender offer for another company's 
securities. 

n. an event of default on Interest and/or 
principal payments In respect of loans. 

0. When may a company properly withhold 
Information? 

A. Occasionally, circumstances arise in 
which- provided that complete confidentiality 
is maintained- a company may 
temporarily refrain from publicly disclosing 
material Information. The following 
circumstances where disclosures can be 
withheld are limited and constitute an 
Infrequent exception to the normal 
requirement of Immediate public disclosure. 
Thus, In cases of doubt, the presumption 
must always be in favour of disclosure. 

I. When Immediate disclosure would 
prejudice the ability of the company to 
pursue its corporate objectives. 

Although public disclosure Is generally 
necessary to protect the Interest of 
investors, circumstances may occasionally 
arise where disclosure would prejudice a 
company's ability to achieve a valid corporate 
objective. Public disclosure of a plan to 
acquire certain real estate for example,
could result Irin Increase in the company's 
cost of the desired acquisition or could 
prevent the company from carrying out the 
plan at all. In such circumstances, if the 
unfavourable result to the company
outweighs the undesirable consequences 
of non-disclosure, disclosure may properly 
be deferred to a more appropriate time. 
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ii. When the facts are Ina state of flux and a more appropriate moment for disclosure is
imminent. 

Occasionally corporate developments giverise to Information which, although material,
is subject t rapid change. If the situation Is 
about to stabillse or resolve itself In the near 
future, It may be proper to withhold public
announcements until a firm announcement 
may be made since successive public
announcements concerning the same 
subject but based on changing facts may
confuse or mislead the public rather than
enlighten it. 

Inthe course of a successful negotiation for
the acquisition of another company, for 
example, the only Information known to 
each party at the outset may be the 
willingness of the other to hold discussions.
Shortly thereafter it may become apparent to 
the parties that it Is likely an agreement can 
be reached. Finally, agreement In principle
may be reached on specific terms. In such 
circumstances a company need not Issue a
public announcement at each stage of the 
negotiations, describing the current state of 
constantly changing facte, but may await 
agreement Inprinciple on specific terms. If, 
on the other hand, progress In the 
negotiation should stabilse at some other
point, disclosure should then be made if the 
information is material. 

Whenever the material information is being

temporarily withheld, 
 the strictest 
confidentiality must be maintained, and the company should be prepared to make an 
immediate public announcement, if 
necessary. During this period, the market 
action of the company's securities should be 
closely watched, since unusual market 
activity frequently signifies that a 'leak' may
have occurred. 

Cormpany or securities laws may restrict the 
extent of permissible disclosures before or 
during a public offering of securities or asolicitation of proxies. 

Q. information is being temporarily ".thheld? 

A. If rumours concerning such information 
should develop, immediate public disclosure 
becomes necessary. (See also 'Clarification 
or Confirmation of Rumours or Reports on 
page 76) 

Q. What action Is required if Insider trading 
occurs while material Information is being 
temporarily withheld? 

A. Immediate public disclosure of the 
Information In question must be affected If
the Company should learn that Insider 
trading, as defined on page has, taken or
Is taking place. In unusual cases, where the 
trading is insignIficant and does not have any
Influence on the market, measures sufficient 
to haft the Insider trading and prevent Its 
recurrence are taken, exceptions might be
made which should be discussed with the 
Exchange. The Exchange listingdepartment can provide current Information 
regarding market activity Inthe Company's
secujrities with which to help assess the 
significance of such trading. 

Q. How can confidentiality best be 
maintained? 

A. Information, that is to be kept confidential 
should be confined, to the extent possible,
to the highest possible echelons of 
management and should be disclosed to 
offi:ers, employees, nnd others on a 'need 
to know' basis only. Distribution of 
piperwork and other data should be held to 
a minimum. Where the information must be
disclosed more broadly to company

personnel or others, their attention should
 
be drawn to its confidential nature and to the

restrictions that aprly to its use. Including

the prohibitions of insider trading.
 

it rray be appropriate to require each person
who gains access to the information to report
any transaction which he affects in the 
company's securities to the Company. If
counsel, accountants or financial or public
relations advisers or other outsiders are
consulted, steps should be taken to ensure 
that they maintain similar precautions within
their respective organisations to maintain 
confidentiality. 

In general, it is recommended that a listed 
company reminds its employees on a regularbasis of its policies on confidential;ty. 

8.3 Policy on Thorough Public 
Dissemination 

Q. What specific disclosure techniques
should a company 
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employ? 

A. The steps required are as follows:­

i. Disclosure of material information can often 
be made after the market closes. Otherwise, 
when it is necessary to make disclosure of 
material information before or during trading
hours, the Exchange expects a company to 
notify the Exchange in advance of such 
disclosure Ifthe material is of a non-routine 
nature or is expected to have a substantial 
impact on the market for the securities of the 
company. The Exchange, with the benefit 
of all the facts provided by the C' ipany, will 
be able to consider whether a temporary halt 
in trading, pending an announcement, 
would be desirable. Such a temporary halt 
in trading is not a reflection on the company 
or its securities, but provides an opportunity 
for disseminating and evaluating the 
information released. 

Such a step frequently helps avoid rumours 
and market instability, as well as tho 
unfairness to investors that may arise when 
material information has reached part but not 
yet all of the investing community. Thus, In 
appropriate cir'umstances, the Exchange 
can often provide a valuable service to 
investors and listed companies by arranging 
for such a halt. 

II.At time of Pubiic Disclosure 

As a minimum, any public disclosure of 
material information should be made by an 
announcement reliased simultaneously to 
the business and financial news media and 
The Colombo Securities Exchange. 
Companies may also wish to broaden their 
distribution to other news or broadcast 
media, such as those in the location of the 
company's plants or offices, and to trade 
publications. The Information In question 
should always be given to the media in such 
a way as to promote publication by them as 
promptly as possible, i.e. by telephone, or in 
writing by hand delivery in both cases on an 
*immediate release' basis. Companies are 
cautioned that some of these media may
refuse to publish information given by 
telephone until it has been confirmed in 
writing or may require written confirmation 
after publication. 

Twenty four copies or such other numbers 
as the Exchange may determino of all public 

announcements should be sent to the 
Exchange.
 

Q. How does the policy on thorough public 
dissemination apply to meetings with 
securities analysts, journalists, stockholders 
and others? 

A. The Exchange recommends that 
companies observe an 'open door" policy in 
dealings with analysts, journalists, 
stockholder and others. However, under no 
circumstance should disclosure of material 
corporate developments be made to an 
Individual or selective basis to analysts, 
stockholders or other persons unless such 
Information has previously been fully 
disclosed and disseminated to the Fublic. In 
the event that material information is 
inadvertently disclosed on the occasion of 
any meetings with analysts or others, it must 
be publicly disseminated as promptly as 
possible by the means described above. 

The Exchange also believes that even any 
appearance of preference or partiality in the 
release of explanation of information should 
be avoided. Thus, at meetings with analysts 
or other special groups, where the 
procedure of the group sponsoring the 
meeting permits, representatives of the 
news, and other media should be permitted 
to attend any. 

CSE Rules 8.4 - Rumors & Reports, 
Clarification, Confirmation -

Q. What "rumours and reports' must be 
clarified or confirmed? 

A. A public circulation by any means, 
whether by an article published in a 
newspaper, by a broker's market letter, or by
word-of-mouth information, either correct or 
false, which has not been substantiated by 
the company and which is likely to have, or 
has had, an effect on the price of the 
company's securities or would be likely to 
have a bearing on investment decisions 
must be clarified or confirmed. 

0. What response should be made to 
rumours or reports? 

In the case of material rumour or report 
containing erroneous Information which has 
bean circulated, the company should 
prepare an announcement denying the 
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rumour or report and setting forth facts 
sufficient to clarify any misJeading aspects of
the rumour. Inthe case of a material rumour 
or report containing information that Is
correct, an announcement setting forth the
facts should be prepared for public release. 
In both cases, the announcement should
then be publicly disseminated Inaccord&nce 
with the guidelines discussed above. In 
addition, in the case of false rumour orreport, a reasonable effort should be made 
to bring the announcement to the attention 
of the particular grou that Inf, alty distrbutad 
it. Inthe case of an erroneous newspaperarticle, for example by sending a copy of the 
announcement to the newspaper's financial
editor, or inthe case of an erroneous market
letter by sending a copy to the 

broker responsible for tho letter. 


In the case of rumour or report predicting
future sales, earnings or other data, no 
response from the Company is ordinarily
required. However, if such a report Is 
manifestly based on erroneous information, 
or is wrongly attributed to the companysource, the shouldcompany respond
promptly to the supposedly factual elements
of the rumour or report Inthe same manner 
as to other false rumours and reports of a
supposedly factual nature. Moreover, if a 
rumour or report contains aprediction that is
clearly erroneous, the company should
Issue an announcement to the effect that 
the company itself has made suchno
predictions and currently knows of no facts
that would justify making such prediction, 

CSE Rules 3.5 - Unusual Market

Action Response.-


Q.What isthe significance of unusual market
activity from the standpoint of disclosure? 

A. Where unusual market action, in price
movement, trading activity, or both occurs
without any apparent publicly available
Information which would account for the
action, itmay signify trading by persons who 
are acting either on unannounced 
informatirn or on a rumour or report, whethertrue or false, about the company. Most 
often, of course,unusual market activity may
not be traceable either to insider trading or to a rumour or repol nevertheless the market 
action itself may be rntsle..Jing to investors,
who are likely to assume that asudden and 
appreciable change in he price of a 

company's stock must reflect a parallel
change in its business or prospects.
Similarly, unusual trading volume, even
when not accompanied by a significant
change in price, tends to encourage 
rumours and give rise to excessively
speculative trading activity which may be
unrelated to actual developments In the 
company's affairs. 

Q. What response Is required of acompany
when unusual market action in its securities 
takes place? 

A. First, the company should attempt to
determine the reason for the market action,
by considering, Inparticular (a)whether any
Information about ita affairs which would 
account for the action has recently been 
publicly disclosed, (b)whether there is anyinformation of this type that has not been
publicly disclosed (inwhich cace the unusual 
market action may signify that a 'leak' has
occurred), and (c)whether the company is 
the subject of rumour or report. 

If the company determines that the market
action results from material information that
has already been publicly disseminated 
generally no further announcement is
required, although, if the market action
indicates that such Information may have
been misintorpreted, It may be helpful, after
discussion with the Exchange, to issue a 
clarifying Announcement. 
Ifthe marmat action results from the *leak" of
previously undisclosed information, the 
information in question mus promptly bepublicly disseminated. If the market results
from a false rumour or report, the Exchange 
policy on correction of such rumours andreports, (discussed above) should be
compliea with. Finally, if the company is 
unable to determine the cause of the marketaction, the Exchange may suggest that the 
company make a public announcement to
the effect that there have been no
undisclosed recent developments affecting
the company or its affairs which would 
account for the unusual market activity. 

CSE Rules - 8.6 - Unwarranted 
Promotional Disclosure -

Q. What is 'unwarranted promotional
disclosure activity?' 

53 



Consollated Sri Lanka Securities Regulations 

A. Disclosure activty beyond that necessary 
to inform Investors and explicably essential 
as an attempt to influence securities prices is 
considered to be unwarranted and 
promotional. Although the distinction 
between legitimate public relation activities 
and such promotional activity is one that 
must rcessarily be drawn from the facts of a 
particular case; the following are frequent 
Instances of promotional acWW. 

1. A series of public announcements 
unrelated In volume or frequency to the 
materiality of actual developments In a 
company'sbusinessandaffairs. 

2. Premature announcements of products
still in the development stage with uitprovon
commerclP. prospects. 

3. Promotions and expense-pad 'rips, or the 
seeking out of meetings or interviews with 
aralysts and financial writers, which could 
have the effect of unduly Influencing the 
market activity in the company's securities 
and are not justified in frequency or scope
by the need to disseminate information 
about actual developments in the company's
business and affairs. 

4. Press release or other public
announcement of a one-sided o r 
unbalanced nature (See page 82) 

5. Company or product advertisement which 
Ineffect promote the company's securities, 

CSE Rules 8.7 - Insider Trading -

Also See Ethics Chapter 


o Who are insiders? 

A. All persons who come into possession of 
material inside information, before its public
release are considered insiders for the 
purpose of the Exchange's disclosure 
policies. Such persors include controlling
shareholders, directors officers and 
employees, and frequently also include 
outside attorneys, accountants, investment 
bankers, public relations advisers, 
advertising agencies, L:,nsultants, and 
others who come into possession of material 
Inside information. 

(Matters referred to above are contained In 
part iv of the Securities Council Act.) 

Q. What is inidler infirmation? 

A. Insider Information Is that which has not 
been publicly released and which is 
Intended for use solely for a corporate
purposi and not for any personal use and 
which ",. company withholds. 

0. What Is insIder Trading? 

A. Insider Trading refers not only to the
purchase or sale of a company's securities, 
but also to the purchase or sale of options
with respect to such securites. Such trading 
is deemed to be done by an insider 
whenever he has any beneficial interest, 
direct or Indirect, In such securities or 
options, regardless of whether they are 
actually held in hs name. 

Included in the concept of insider trading is 
tipping, or rivealing inside information to 
outside individuals to enable such 
Individuals to trade in the company's 
securities on the basis of undisclosed 
information. 

Q. How soon after the release of material 
Information may insiders begin to trade? 

A. This depends both on how thoroughly 
and how quickly after its release the 
Information is published by the news media
services and the press. In addition, following
dissemination of the Information, insiders 
should refrain from trading until the public
has had an opportunity to evaluate it 
thoroughly. where the effect of the 
information on investment decisions isreadily understandable, as in the case on 
earnings, the required waiting period will be
shorter than where the information must be 
interpreted before its bearing on investment 
decisions can be evaluated. While the 
waiting period Is dependent on the 
circumstances, the Exchange recommends 
that, as a basic policy, wijn dLamination is 
mad6 in accordance with Exchange policy
(Page 84) insiders should wait for at least 
twenty-four hours after the general 
publication of the release in news medi,. 

0. What steps can companies tike to 
prevent insider trading? 

A. Companies can establish, publish, and 
enforce effective procedures applicable to 
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purchase and 3ale of its securities byofficers, directors, employees and other 
insiders designed not only to prevent
improper trading but also to avoid anyquestion of the propriety c, Insider 
purchases or sales. One such procedure
might require corporate insiders to restrict 
their purchases and sales of the company ssecurities following the release setting forth 
the financial conditions and status of the 
company. Another could involve the 
purchase of a company's securities on a
regular periodic basis by an agent over whichneither the company not the individual has 
any control. 

CSE Rules 8.8 - Public 
Announcement ContentPreparatlon 
- 8.8-1 Exchange Requirements: The 
content of a press or other public
announcement is as important as its timing,
Each announcement should: 

a. Be factual, clear and concise. 

b.Contain sufficient quantitative information 
to allow investors to evaluate its relative 
Importance to the activities of the company. 

c. Be balanced and fair. Thus, the 
announcement should avoid: 

i. Omission of important unfavourable facts, 
or the slighting of facts (eg. by burying' them 
at the end of a press release). 

ii.Presentation of favourable possibilities as 

certain, 

or as more probable than is actually the 


case. 


ill. Presentation of projections without 
sufficient qualification or without sufficient 
factual basis. 

iv. Negative statements phrased so as to 
create a positive implication eg: ' The 
Company cannot now predict whether thedevelopment will have a materially favourable 
effect on its earnings' (creating the
implications that the effsct will be favourable 
even If not materially favourable), or 'the 
company expects that the developments willnot have materially favourable effect on
earnings in the immediate future' (creating
the implication that the development will
eventually have a materially favourable 
effect.) 

v. Use of promotional Jargon calculated to 
excite rather than to inform. 

d. Avoid over-technical laniguage, and 
should be expressed to the extent possible
In language comprehensible to the layman. 

e. Explain, if the consequence or effects of 
the information on the company's future 
prospects cannot be assessed, why this is 
so. 

f. Clarify and point out any reasonable 
aternatives where the public announcement 
undertakes to interpret information 
disclosed. 

CSE Rule 8.8-2 - Announcement 
Preparation - The following guidelines for
the preparation of press release and other 
public announcements should helo 
companies to ensure that the content ofsuch announcements will meet the 
requirements discussed above. 

a. Every announcement should either be 
prepared or reviewed 
by (i)a company official having familiarity with

the matters about which disclosure Is to be 
made, and (ii)a company official familiar with 
the requirements of the Exchange. as well 
as any applicable 
requirements of the securities laws. 

b.Since skill and experience are important to

the preparation an editing of accurate, fair
 
and balanced public announcements, the

Exchana.- recommends that a limited group

of Individuais within the Company be given

this assignment on a continuing basis (Since

a press announcement usually must 
be 
prepared and released as quickly as
possible; however, the group charge with 
this assignment should be large enough to
handle problems that arise suddenly and 
unexpectedly). 

c. Issue of press release hnd other public 
announcements must 
be made under the authority of the 

management. 

CSE Rules 8.9 - Exchange
Surveillance Procedures - The
Exchange Listing Department is primarily
responsible for day to day relations between 
listed companies and the Exchange. 
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When unusual market action occurs, it is 
reported to the Manager. In many cases, by
checking with Market Surveillance, the 
Manager will try to trace the reason for the 
action to a specific cause such as recently
disclosed information, or rumours. Market 
Surveillance may also check broker firms as 
to the source and reason for activity 
stemming from their particular firms. (This
latter information, it should be ncied, must 
remain confidential to the Exchange). Itno 
explanation of the unusual activity Is 
revealed the Exchange may call officials of 
the Company to determine whether the 
cause of the action Is known to them. Ifthe 
action appears to be attributable to a rumour 
or report, or to material Information that has 
not been publicly disseminated, the 
Company is requested to take appropriate
corrective action, and it may be advisable, to 
haittradinguntilsuchactlonhasbeentaken. 

CSE Rules 8.10 - Consultation with the 
Exchange Listing Manager - Listed 
companies are urged to contact the 
Exchange as early as possible whenever 
problems are encountered or anticipated In 
Interpreting or applying the Exchange's 
disclosure policies. By means of such 
advance consultation, effective liaison 
between companies and the Exchange can 
be maintained. 

219. LISTINGS - OTHER 

CSE Rules 3.3 - Audited Company 
Financials - The Company shall prepare
and circulate before the expiry of 6 months 
from the close of the Financial Year a balance 
sheet and a profit and loss account In 
accordance with the accounting standards 
and pronouncements of the Institute of 
Chartered Accountants of Sri LP.nka and 
certified accordingly by the Company's
auditors. 

Such published accounts shall contain 
among other Information: 
FL A full list of investments (quoted and 
unquoted) held outside the group as trade 
investments by the Company. 
b.Holdings in Associate and Subsidiaries 
with the relative percentage. 
c. A distribution schedule of each class of 
equity security setting out the number of 

holders and percentage in the following 
categories: 
Less than 500 shares 
501 to 5,000 shares 
5,001 to 10,000 shares 
10,001 to 20,000 shares 
20,001 to 30,000 shares 
30,001 to 40,000 shares 
40,001 to 50,000 shares 
50,001 to 100,000 shares 
100,001 to 1,000,000 shares 
over 1,000,000 shares 

CSE Rules 3.4 - CertifIcate 
Issuance - Companies shall issue 
definitive certificates before the expiry of 21 
market days of. 
a. Lodging of a valid transfer (including for 
the balance if any) 
b.Closing of the offer. 
c. Date for acceptance. 
d. The expiration of any rights to 
renunciation, and shall not levy a fee for 
such issues or executions. 

If for any reason, the transfer cannot be 
registered, notice shall be given to the 
lodging broker within 5 market days with 
reason3 for such refusal. 

CSE Rules 3.5 - Transfer List 
Disclosure - The companies shall 
disclose to the Exchange on request an 
extract of the Stock or Share register 
showing full details of all entries relating to
the registration of stocks or shares entered or deleted under any particular name and the 
names into which any stocks or share may
have been transferred. 

CSE Rules 3.6 - Lost or Stolen 
Certificates - The Companies shall 
Inform the Exchange as and when a report Is 
lodged with the Company on any loss of 
,ertificates or when the Company discovers 
a forgery in a certificate of the Company. 

3.7 - Listed Company Directors 
Responsible for Compliance - All
companies whora shares are listed on the 
Exchange whether or not such listing has 
taken place prior to these requirements
shall, where applicable be bound by these 
requirements and such additions, variations 
etc. made from time to time. 

It Is the duty of the Board of Directors of a 
Company to ensure that all the requirements 
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are met on a continuing basis so long as theCompany remains on the official list of the
Exchange. In the event of any breach of
such requirement the Directors of the 
Company, in their personal capacity will be
liable for a fine of not less than Rupees
5,000/- for any one offence and such fine 
shall be paid to the compensation fund of 
the Securities Council. 

CSE Rules 3.8 - Listed Companies,
No Off-Exchangs Trades - On an after
the 10th September, 1987, all shares of
Public Companies listed with the Exchange
shall be sold on the trading floor of the 
Exchange. 

Provided however, wtiere the transaction of
such shares are Intended to take place
under exceptional circumstances in private 
or are to be transferred by way of gift, the 
broker member, or seller shall apply throughthe Exchange to the Securities Council for 
prior approval to effect such transaction,
Where the Securities Council grants such 
approval the transaction may be effected. 
Such application for approval shall be in theform set out in the schedule hereto.
(Appendix 5) 

In every Instance the brokers may assist tne 
parties involved to finalise the transfers and 
levy a nominal fee instead of brokerage. 

P102, Listed Company Proxies,
Member Distribution - Whenever a 
person soliciting proxies shall furnish a 
Member with a) copios of all soliciting material 
which such person is sending to registeredholders, and b) satisfactory assurance that
he will reimburse the Member for all out-of-
pocket costs incurred, including reasonable 

clerical costs, such Member shall transmit to 

each beneficial owner of stock 
 in itspossession and thecontrol material 
furnished. 

The Member shall transmit with such material
either a) a signed proxy indicating the 
number of shares held for such beneficial 
owner, a symbol identifying the proxy with 
the Member's proxy records, and a letterconcerning the importance of being
represented at the meeting, or b) a requost
for voting instructions and an explanation ofwhether the Member may vote the shares 
without instructions under the conditions 
following. 

After a reasonable time with no response
from the beneficial owner, such shares may
be voted by the Member if there is no
known contest on action to be taken at the
meeting or authorization for merger,
consolidation of any other matter which may
affect substantially the rights or privileges of 
such stock. 

SC Rules 90 18. - Listed Company
Disclosure, Audits, Finances - (1)
Every issuer of listed securities shall file with
the stock exchange, Annual Reports
certifled by their Auditors. Such Reports
shall be made available to the public. 

(2) Listed public companies shall report to
their shareholders on a regular and
consistent basis, as required by the rules of 
the stock exchange. 

(3) Listed public companies' financial year
end provisional results shall be announced 
within four months of the end of each 
companies' financial year. 

(4) (a) Every listed public company shall 
prepare and furnish to the Council accounts 
In accordance with the provisions of theCompanies Act No.17 of 1982 In respect of 
each financial year; 

(b) The Auditors shall certify that such
accounts are presented In accordance with
 
accounting standards as laid down by the

Irtitute of Chartered Accountants of Sri
 
Lanka,
 

(5) The report of a listed public company
shall disclose any occurrence or events 
which in the view of the Directors may
materially affect the following ­

(a) Nature of the business; 

(b)Objectives; 

(c) Consideration as a going concern; 

(d)Valuation of assets; 

(e)Assessment of liabilities including
contingent liabilities; 

(f) Profits and/or losses; 
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and the extent to which provision had been 
made in the accounts in respect of such 
occurrence or event 

(6) The Directors of a holding company shall 
ensure that, except where in their opinion 
there are good reasons to the contrary, the 
financial year of each of its subsidiaries shall 
coincide with the company's own financial 
year. 

(7) (a)A list public co=ipany shall submit to 
the shareholders, as well as to the stock 
exchange of which it is a member, an Interim 
financial statement within ninety days from 
the end of six montts of the financial year, In 
such format as may be prescribed by the 
stock exchange. The interim statement shall 
be signed by any two Directors of the 
company and certified as to whether such 
accour.s are audited or unaudited. 

(b) The stock exchange upon receipt of the 
interim financial statement, shall, if such 
statement conforms to prescribed standards 
forward such statement to the members of 
such stock exchange. 

CSE Rules 4.5 - Letters of 
Allotment, Acceptance, Rights - a. 
Allotment letter., and letters of Rights shall 
(unless the Committee orders otharwise) be 
renounceable and shall contain provision for 
splitting and split letters shall be certified by a 
responsible official of the Company. 

b. Where a right of renunciation is given: 
I. the period for renunciation shall not 
exceed 11 market days from the date of 
issue of the Allotment letter/letters of Rights 
while the period for splitting shall not exceed 
10 market days; 
11. the form of renunciation shall be printed 
on the back of or attached to the document 
in question. 
Provided that, If the law permits, the fore­
going periods may respoctvely be extended 
to a maximum of six week, and minimun of 
three weeks. 

c. The documents shall be serially 
numbered, printed on good quality paper, 
and shall be examined and autographically 
signed by a responsible official of the 
Company. 

d. Letters of allotment and acceptance shall, 
wherever possible, contain the distinctive 
numbers of the shares to which they relate. 

e. Provisional Allotment Letters, Letters of 
Rights, and Allotment Letters Issued upon 
conversion or in capitalisation of reserves 
shall state the names of all Joint holders. 

f. Letters shal state how the next payment of 
dividend on the security will be calculated. 

CSE Rules 4.6 - Additional 
Information - NOTE: The requirements 
of this section are not exhaustive. Additional 
Information, according to the particular 
nature ofthu Issuer and of the securities for 
which listing is sought, shall be included to 
the extent necessary to enable investors 
and their investment advisers to make an 
informed assessment of the assets and 
liabilities, financial position, profits and loses 
and prospects of the issuer and of the rights 
attaching to such securties, notwithstanding 
that such information is not specifically 
required by this section or any other section 
of those rules or procedures. 
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CSE Rules - Appendix 1 - Listing Agreement - UNDERTAKING BY COMPANYIN SUPPORT OF ITS APPLICATION FOR ADMISSION TO THE OFFICIAL LIST OFTHE COLOMBO SECURITIES EXCHANGE 

To: 

The Colombo Securities Exchange (Gte)Ltd 

We ................................................................ 
 (theCompany')of .......................................... In consideration of the Colombo Securities Exchange(Gte)Umited ('the Exchange') granting the company's application for adrmission to the Official Ustof the Exchange('the Official Ust') and for Official quotation of the securities described in theCompany's form of Application, HEREBY ACKNOWLEDGE that the Company shall remain on theOfficial List, and Official Quotation of any of the Company's securities shall be continued onlyduring the pleasure of the Exchange and HEREBY UNDERTAKE AND AGREE to comply with theListing Requirements of the Exchange and be bound by the Rules of the Exchange which shallbe inforce from time to time insofar as the same shall apply to the Company. 

We further undertake that securities of the Company shall not be withdrawn from the Official LIstwithout prior approval of the Exchange. 

Given under the common seal of the Company this ......... day of .................. in the
 
presence of .........................
 

•.. ,o..............
 

(Name) Director 

(Name) Director/Secretary 

.............
19 .........
 

CSE Rules - Appendix 1 - 2.1-1 x. The Company Is admitted to the official list ofListing Process Steps - shall be: the Exchange for trading, 4 market days after thei.The Company decided to apply for listing: despatch of allotment letters.ii. The Company submits application to th xi. The Exchange suspends trading in theExchange through a member firm; sucl Company's shares immediately after the expiry ofapplication is submitted to the Capital Issue! the Renunciation Period.Committee for evaluation and decisions: xii. The Company despatches all shareiii. The Exchange conveys the decision of the certificates within a period of 21 market daysCapta Issues Committee to the Company as wel from the final date for renunciation and confirmsas the sponsoring broker within 14 market days: such despatch to the Exchange.iv. The Exchange informs the Company throug xili. The Company's quotation is restored forthe sponsoring broker the Prospectu, trading at the expiry of four (4) market days fromrequirements of member firms: the date of receipt of confirmation of thev. The Company supplies the Exchange with the despatch of all the share certificates.
total number of Prospectus copies ancapplications at least 5 market days before the CSE Rules - Appendix 1 2.2-1 - Initialopening of the list: Listing Application - Each initial applicationvi. The Company issues Prospectus to the for listing shall consist of the following:public and offer period opens: i. the application itself prepared as outlinedvii. The Company announces basis of allotment below:viii. The Company publishes the distributio ii. the separate supporting papers specified in
schedule in at least one leading national Sinhala 2.4 of this section:

Tamil and English newspaper:

ix. The Company issues shares pursuant to the 2.2-2 Note: No prepared or blank forms areallotment available for the listing application. The applicant 
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shall prepare its own application in typewritten 
narrative form, following the instructions outlined 
In 2.3 below. 
CSE Rules - Appendix 1 - 2.3 INITIAL/ADDITIONAL LISTING APPLICATION 
FORM -

A- Title Page 

(Nam e of Com pany) .............................................................................................................
 
A ddress: ..................................................................................................................................
 
............ ...................................................................................
 

bate: .......................
 

To: 
The Manager
The Colombo Securities Exchange(Gte)Umfted 
2nd Floor 
Mackinnons Building 
York Street 
COLOMBO 1 

Dear Sir 

Application for a Usting of Securities 

We hereby apply for a quotation for the undermentioned securities issued/to be Issued by this 
Company and agree and undertake inthe event of our application being accepted: 

a. to conform to the Rules and Regulations of the Exchange governing quotations: 

b.to observe the continuing listing requirements of the Exchange: 
c. to abide by the published conditions of sale and any amendments of such rules and 
regulations, continuing listing requirements or conditions of sale. 

1................................................................................
 

2.................................................................................
 

3 ........................................................................
 

The particulars endorsed below are correct.
 

This application is accompanied by the relevant documents (')
 

Yours faithfully
 

......................................................................................................... U m ited
 

.....................................................................
 
(Name) Director/Secretary 

Submitted through: 

.......................... .•.••. •.• • ••••..• • • 
.....................................
 
Member of the Colombo Securities Exchange 
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"A list of relevant documents is given in 2.4 of this section. These documents are not required for 
a subsequent issue. 

Note: 1. State how the Securities are proposed to be issued (L.e. whether by prospectus offerfor sale, circular or placing). IfSecurities have already been Issued state when, how and to whom,and whether it Is intended to make an offer for sale or placing or merely " Introduce them. 

2. If a placing is Intended, a request to that effect shall be Included, supported by reasonsdesiring this procedure. All applications of this nature shall In addition be guided by stipulations
laid down elsewhere in these rules for such placements (vde 1.3-3) 

3. State whether the Issue Is (a) an original Issue by prospectus or offer for sale, by placing orintroduction or by circular (Note: an original Isaue Is one of which the security will not be or becomeidentical with an already quoted security)(b) whether the Issue is a further issue. 

4. The continuing listing requiremonts referred to in the application are set out In section 3 of
these rules. 

B- Particulars of the Company
 
Name of Company.
 
Date of Incorporation:
 
Place of Incorporation:
 
Address of Registered Office:
 
Authorised Capital:
 
Unissued Capital:

Issued capital (excluding that for which the present application Is made)
 

Class Of Number Nomrinal ,%Tnunt 

Security Imued Vaku Paid 
1. 

2. 

3. 

4. 

5. 

C: PARTICULARS OF NUMBER OF SHARES TO BE QUOTED 

.......................................................................................................... 

Lim ite d 

SECURITIES FOR WHICH QUOTATION IS APPUED 

No. Diir No. 

1. Number and Distinctive Numbers of shares and/or amount of stock for which application is now 
made ... -- - ­

2. Number and Distinctive Numbers of shares and/or amount of stock ... 

(a)which have been allotted for cash or in conversion ... 

61
 



Consol idated SrI Lanka Secur itles Regu lations 

(b)which have been allotted to Vendors or others for consideration other than cash or in 
Exchangefor cash .. 

(c)whch have been allotted Inpursuance of an option 

The shares/stock are/is/Wll become Identical/not Identical In all respect with existing shares/stock
(if not Identical It must be stated at what date, If ever, the share/stocks will become identical and 
the definitive Certificates shll be enforced with a note to this effect) 

Letters of Rights/Allotment Letters may be renounced up to ................ day after, and may be split
 
up to .......... days after, the date of issue thereof.
 

The Definitive Certificates have been isauedtwill be Issued 

We undertake to lodge with the Exchange the required affidavit of compliance no sooner all the
share certificates have been despatched. (The format of this affidavit of compliance is given in 
appendix 3 of this section) 

Addr(Name)ss:...........................................Director/Secretary
 

Address: .............................
 

Date: ..........................
 

CSE Rules - Appendix 1 - 2.4 -
SUPPORTING DOCUMENTS - The 
following supporting documents shall 
accompany the application for a quotation. 

i. Memorandum and Articles of Association. 

Two copies of the Memorandum and Articles 
of Association and all amendments to date. 

ii. Certificate of incorporation and 
certificates, if any entitling the Company to 
commence business or a certified copy
thereof. 

iii. A certified copy of every letter, report,
balance sheet, valuation, contract or other 
document, any part of which is extracted or 
referred to In the prospectus, offer for sale or 
statement required to accompany the 
application, 

iv. A certified copy of the written consent 
given by any expert, to Include In the 
Prospetus or Statement In lieu of 
Prospectus. 

a. an extract of, 
b.a copy of, 
c. a statement of, 
d.a summary of, 
e. a report or valuation of, such expert with 
the name and qualifications of such expert, 

together with the date of such report or such 
valuation. 

v. Three copies of the Company's last 
audited accounts submitted to its members 
at an Annual General Meeting together with 
particulars of any variation since the date of 
such accounts in the amount of the 
authorised or issued capital, debentures or 
loans shown in such accounts. 

vi. A draft oi' the proposed Prospectus, 
statement in lieu of Prospectus, the 
contents and form of which shall comply with 
and Include the requirements laid down in 
Section 7 of these rules in addition to the 
requirements of the Companies Act No.17 
of 1982. However, the Committee may at its 
own discretion recommend any additions as 
It deems fit and approve such application 
subject to such amendments. 

vil. Where the application is related to 
debentures, debenture stock or notes, two 
copies of the mortgage securing the same 
and relative trust deed or (where the same 
are not secured) two copies of the 
debenture stock certificate, or note, and of 
any deed relating to the same. These shall 
comply with section 6 of these rules. 

viii. Shareholders' Ust 
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a. A list of the names of the twenty largest
shareholders and their respective holdings
together with a certificate of distribution of 
such holdings signed by an Officer of theapplicant, showing the distribution of the 
security for which the application Is made in 
the following format 

No of Ho;ders 
Hddngs Total % 

Holding 

les than 500 shares 
500 to 5,000 shares
5,001 to 10,000 shares 
10,001 to 20,000 shares 
20,001 to 30,000 shares 
30,001 to 40,000 shares 
40,001 to 50,000 shares 
50,001 to 100,000 shares 
100,001 to 1,000,000 shares 
over 1,000,000 shares 

b. A list of Directors and their respective
direct and indirect shareholdings. eg:
Nominee holdings, family holdings, and 
holdings by Companies in which such 
Director has substantial holding. 

ix. Usting Undertaking 

One copy of undertaking Inthe form set out 
in Page 14 of the rules which should 
conform to the continuing Listing
requirements of the Exchange set out In 
Section 3 of these Rules, duly executed 
under the common seal of the Company. 

Note: A statement that shares are in all 

respects identical shall be understood to 

mean that:

(1) They are of the same nominal value, and 
that the same amount per share has been 
called up; 
(2) They are entitled to dividends at the 
same rate, and for the same period, so that at 
the next ensuring distribution the dividend 
payable on each share will amount to exactlythe same sum net and gross; and 
(3) They carry the same rights as to 
unrestricted transfer, attenaance and voting
at meetings, and in all other respect. 

A statement that stock is in all respects
identical Is understood to bear a 
corresponding meaning. 

Note: Here fill In a date or period as 
section 394) of the continuing 

per 
listing

requirements. 

CSE Rules - Appendix 2 -
AFFIDAVIT OF COMPLIANCE 
(Ori3inal Issues) 

We ..........................................................
 
and ...................................................
 
a Director and the Secretary respectively of

Lmited(hereinafter called 
"the Company') do solemnly and sincerelydeclarsmake oath and state as follows:­

1. Thet all documents required by the
Companies Act to be filed with the Registrar
of Companies In respect of the Company
have been duly filed and that compliance
has been made with all other legal
requirements in connection with the 
formation of the Company and the 
Issue/offer of any of its Shares, Debenture 
Stock or other securities.2.That ..................... shares 
 o f 
Rs.................... each
 
Nos......... to..... (inclusive) ......
 
............. shares of Rs............. each Nos.
 
................. to ............... (inclusive)
 
Rs................ Debenture Stock/Debenture

No*.es
 
Nos ...................tc......... (inclusive)
have been subscribed/purchased for cash 
and duly alloted/transferred to the 
Subscribers/Purchasers (and that the said 
Shares have been converted into
 
Rs ............. Stock)
 

3. That the issue/offer price was as follows
(and all money due to the Company in
 
respect thereof has been received by it):­

(Here give details of shares/debenture
stock/debenture notes comprised in the 
issue, namely number, class, nominal 
amount, issue/offer price and, in the case of
debenture stock/debentures/notes, state 
whether secured or not.) 

4. That ............... shares of

Rs....... each Nos .................. to
 
...........inclusive ............. shares o f

Rs ....... each Stock/Debentures/Notes
 
Nos .......... to .......... (inclusive) have been
issued credited as fully paid by way of
conversion/exchange/consideration for 
property acquired/other consideration not 
being cash and have been duly 
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allotted/transferred to the persons entitled 
thereto(and that the zald Shares have 
subsequently been converted Into 
Rs ..... Stock) 

5. That the Share/Stock
Certificates/Debenture Stock Certificates 
Debentures/Notes have been/are ready to 
be delivered 

6. That completion has taken place of the 
purchase by the Company of all property 
shown in any Prospectus, Offer for Sale,
Statement or Circular to Members to have 
been purchased or agreed to be pjrchased
by Itand that the purchase consideration for 
all such property has been duly sasfied, 

7* That the mortgage/trust deed/deed poll
relating to any debentures/debenture
stock/notes issued by the Company has 
been duly executed, completed and 
tendered for registration as required by law,
and that the Colombo Securities Exchange
(Gte)Ltd will be notified upon due 
registration, having been effected. Also that 
a copy thereof has (if so required by the 
Companies Act) been filed with the 
Registrar of Companies and a further copy
has been lodged with the Colombo 
Securities Exchange(Gte)Ltd 

8. That all t he 
Shares/Debentures/Debenture
Stock/Notes of each class of which 
quotation exists are in all respects Identical. 

9.That there is no other fact bearing on the 
Company's application for quotation which,
In our opinion, should be disclosed to the 
Colombo Securities Exchange. 

Sworn/declared at ............... this ........ day 

of .............. 19.before me. 


Justice of the Peace 

"to be adapted as necessary to meet the 
facts and circumstances of each 
particular case 

CSE Rules - Appendix 2 -
AFFIDAVIT OF COMPLIANCE 
(Further Issues) -

We...................................................... 
and ........................................................... 
a Director and the Secretary respectively of 
.......................... Limited 
(hereinafter called "The Company:) do 
solemnly and sincerely declare/make
oath and etate as follows: 

1. That all document required by the 
Companies Act to be filed with the Registrar
of Companies In respect of the Company
have been duly filed and that compliance
has teen mac;e with all other legal
requirements in connection with the 
formation of the Company and the 
issue/offer of any of its Shares, debenture 
Stock or other securities. 

2. That .......... shares of Rs ............ each 
Nos................(inclusive) ...... shares 
of Rs............ each Nos ................ (inclusive)
Rs .......... Debenture 
Stock/Debentures/Notes Nos ..... to 
.................. (inclusive) have been 
subscribed/purchased for cash and duly
kllotted/transferred to the Subscribers/ 
Purchasers (and tha* the said shares have 
been converted into Rs ........... Stock) 

3.That the Issue/offer price was as follows 
(and all money due to the Company in 
respect thereof has been received by it): 

(Here give details of shares/debenture
stock/debentures/notes comprised in the 
Issue, namely number, class, nominal 
amount, issue/offer price and, Inthe case of 
debenture stock/debentures/notes, states 
whether secured or not) 

4. That ............ .shares of R ........ each
 
Nos ............ to. (inclusive) .......... share
 
s of Rs.......... Nos.......... to ........ (inclusive)

Rs ............ Debenture
 
Stock/Debentures/Notes Nos .......... to
 
............... (inclusive) have been issued
 
credited as fully paid by way o f
 
conversion/exchange/consideration for 
property acquired/other consideration not 
being cash and have been duly
allotted/transferred to the persons entitled 
thereto (and that the said shares have 
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subsequently been converted into 
Rs ........... stock). 

5. That the Share/Stock
Certificates/Debenture Stock certificatesl 
Debentures/Notes have been/are ready to 
be delivered. 

6. That completion has taken place of the 
purchase by the Company of all property
shown in any Prospectus, Offer for Sale,
Statement or Circular to Members to have 
been purchased or agreed to be purchased
by it and that the purchase consideration for 
all such property hs been duly satisfied. 

7' That the mortgage/trust deed/deed poll
relating to any debentures/debenture 
stock/notes issued by the Company has 
been *Omit duly executed, completed
and tendered for registration as required by 
if in- law, that the Colombo Securities
Exchange(Gte)Umited will be 
applicant notified upon due registration 
having been effected. Also that a copy
ble thereof has (if so required by the 
Companies Act) been filed with the Registrar 

of Companies and a further copy has been 

respects Identical with those that 

lodged with the Colombo 
ExchngeiGte)lUmted. 

Securities 

8. That all the f u r t h e r 
Shares/Debentures/Debenture 
Stock/Notes of each class for which 
quotation has been granted are in all 

were 
already quoted. 

9. That there is no other fact bearing on the 
Company's application or quotation which, in 
our opinion, should be disclosed to The 
Colombo Securities Exchange(Gte)Ltd. 

Sworn/Declared at............ this ............. day

of ......... 19...... Before Me.
 

Justice of the Peace 

*To be adapted as necessary to meet the 
facts and circumstances of each particular 
case. 

CSE Rules Appendix 3 - Form of Profit & Loss Statement 

A B C IMITED
SUMMARISED PROFIT & LOSS ACCOUNT FOR 

Turnover 

Trading Profit 
Other Income 

Profit before Taxation 
Provision for Taxation 

Profit after Taxation 
Extraordinary Items 

Profit after 
extraordinary items 
Unappropriated profits b/f 

Appropriation 

Transfer to reserves 
Inrterw iMdend 
Proposed Final Dividend 

THE SIX MONTHSIYEAR ENDED 

6 mrn4.ear Last yew 

.
 

...
 

(-.....) 

............
 
....... 

..... 
............ ......
 

(............)
 
(............)
 

(............ (............
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Baace - --

The above figures are provi.slonal & subject to audit 

Name
Director 

................................
Name 

CSE Rules Appendix 4 - Form of Balance Sheet -

AB CUMITED 
Summarised Balance Sheet as at ...................... 

6 mmfttt Last Yer 

Issued Share CaQptal .-.-

Capital Reserves .............. 
Reverue Reserves ...................... 

Total Share Capital 
&Reserves 
Long Term Liabilities. 

Represented by: 

Fcced Assets 
Investments 
Net Current Assets/
(Labibes) 

The above figures are provisional and subject to audit: 

.................................. Name 
DIRECTOR 

.................................. Name
 
SECRETARY 

CSE Rules Appendix 5 - Form for Share Transfer -

To: The Securities Council through the Colombo Stock Exchange 

For the Trarder of Shams 
of a Public Company I with the Exchange 

Outside te Trading Floor 

Please grant approval to effect the undermentioned transfr outside the Trading Floor of the 
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Exchange.
 

1. 	 Name &Addres of Broker Ifajr 

2. 	 Name & Address of Transferor/Seller 

3. Name & Address of proposed TranfereaoBuyer 

4. 	 Relationship if any between Transferor/Seller 
and proposed TrartereaefBuybr 

5. 	 Nature of Transaction: 
(9g: Gift Sale, Excharje etc) 

6. 	 Exceptional circumstances relating to 
the proposed transaction: 

7. 	 Consideration, if any: 

8. 	 Number of shares: 

9. 	 Name of Public Company in which 
3hares are to be transacted: 

Date: .................
 
Signature of Broker/SelTerfrranderor 

Recommendation of Exch'inge 

A 	 o iO er of Exchange 
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220. EXHIBIT 6 SECURITIES COUNCIL DELISTING QUESTIONNAIRE
 

SC Dellsting Questionnaire
 
Securities Council
 

Application for Approval to Delist - Questionnaire
 

A. General 

I. For how long have the shares of the company been lsted? Please give date of listing. 

2. Ust all reasons for your wish to be delisted. 

3. Have any arrangements been proposed to purchase shares of dissenting members and If so, 
at what price? 

4. Give the names of the company's subsidiary companies and associate companies, if any, and 
the extent of the si- reholdings. 

5. Other information which you think is relevant to your reque3st to be delisted. 

B. Shareholdings 

I. Stat number, class, par value and rights of each type of issued share in your company. 

2. Give the following information relating to shareholders. 

a. Name of the ten largest shareholders of each class of shares 

b. Number of shares held by each director and members of his Immediate family. 

N.B. immediate family being defined as spouse, child, parent, brother or sister. 

c. Number of shares held by the company's employees other than directors but including 
executive.;. 

d. The total number of shares hold by non-citizens. 

e. Shareholdings spread as follows -

No. ot Shareholders 

0- 100 shares
 
100 - 500 shares
 
500- 100 slares
 

1000- 5000 shares
 
5000 - 10000 shares
 
Over 10000 shares
 

C. Share Valuation 

I. At what prize and when were your shares last traded? 

2. What are the present offers for buying and selling each class of shre? 
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3. What is the value of each share on the following bases? 

a. earnings 

b. dividends yield 

c. (I) net asset at book value (i) net asat at current marke value 

N.B. for the purpose of (c) above the current market value may be estimated by the Directors. Ifthe company has any subsldlkries or associate companies, then the shares of these companies
should also be valued on the above bases. 

d. Has the company any carred forward tax losses? Ifye, state the amount 

D. Changes since the last audited published accounts 

I. State all material changes to the company's financial position since the date of the last audited
published balance sheet. 

2. State all material contingent liabilities of the company as at the date of the application. 

E. Activities and Objects of the company 

Give details of any significant changes In the activities and/or objects of the companycontemplatod in the futire Including any new activities. 

F. Reconstructions, Mergers and Acquisitions 

If the following is contemplated, please give details -

I. reconstruction of the company 

2. merger with another company or group 

3. acquisition of another company 

4. splitting up of the existing company. 

G. Buy Outs 

Are you aware of any person or group of parsons Interested In acquiring a controlling interest or 
majority shareholding in the company? 

H. Documents 

I. Please attach the last audited statement of accounts and balance sheet of the company andcopy of the most recent unaudited balance sheet which shall be made up to a date no earlier thanthree months prior to the date of application. 

2. Draft of the ,,tterycu propose to send to the shareholders in the event the proposed delisting
is approved. 
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SC Rule 9/5/89 - Dellisting of 
Companies -

Upon listing a company shall agree that any
of its securities listed in the stock exchange 
shall remain on the list entirely at the 
discretion of the stock exchange and that 
the stock exchange shall have the right to 
suspend or remove the said securities from 
the official list at any time for ay reason 
which the stock exchange considers proper 
In its absolute discretion, subject to appeal 
to the Council by any party which Is 
aggrieved o!, the decision of the stock 
exchange. 

Unless tha Council tgrees otherwise, a 
company shall not,. without previous 
permission in writing from the Council, 
withdraw its adherence to the agrsement 

with the stock exchange for a listing of its 
securities. 

In addition, a public quoted company which 
decides to delist shall obtain the approval of 
3/4ths majority of the members present, 
provided there is a quorum and due notice 
of the meeting has been given to the 
shareholders. 

In the event the resolution to delist the 
public quoted company is passed with the 
required majority, the Directors of the 
company shall make provision for the 
purchase of shareholdings of any dissenting 
shareholders who wi3h to sell their 
shareholdings, at a price to be determined 
by the stock exchange, based on the market 
value of the shares. 

Chapter Three - Trading 

301. TRADING RESTRICTED TO 
EXCHANGE 

Act 20. - Trades Restricted, 
Shareowners - No person holding sharos 
in a public company listed in a licensed stock 
exchange, shall sell such shares except in 
compliance with the trading procedure 
adopted by such licensed stock exchange. 

Act 29. - Trades Restricted, Broker 
Dealers No licensed stock broker or 
licensed stock dealer shall trade in listed 
securities outside the licensed stock 
exchange of which he is a member. 

SC Rules 90 7. - Trading Limited 
to Exchange - (1) All transactions in 
respect of listed securities shall take place 
according to existing trading procedures of 
such stock exchange which have been 
approved by the Council or any rules or 
procedures as may be formulated from time 
to time by that stock exchange and 
approved by the Council. 

(2) Any person wishing to buy or sell shares 
listed in the official list of the stock exchange
shall do so only through a stockbroker or 

stock dealer whto Is a member of that stock 
exchange. 

CSE Tradiig Rule 3. - Trading in 
Listed Securities - Member firms shall 
not trade In listed securitaes outside the 
Trading Floor of the Exchange nor shall they 
be a party to any such deal concluded 
outside the Floor unless prior approval has 
been obtained from the Council in terms of 
the Securities Council Act. 

302. PRIVATE TRANSACTIONS 
EXCEPTION 

SC Guidelines 4. - Dealings In 
Securities Outside the Trading
Floor. Private Transaction 
Exceptions - No licensed stock broker or 
stock dealer shall deal in listed securities 
outside the stock exchange of which he is 
member except Inthe following sit. ations 
membect iothe follon st toe 
and subject to the prior approval of the 
Council, obtained through the stock 
exchange: 

(i) A gift of listed securities by a member of a 
family to a close relation. 

70 



Consolidated Sri Lanka Securities Regulations 

(ii) A gift of listed securities to a religious
body, trust or other charitable organization
approved by the Minister of Finance & 
Planning under the provisions of the Inland 
Revenue Act. 

(Ili) Setting off the value of listed securities 
that are pledged against a loan from an 
approved credit agency In Sri Lanka, In 
settlement of such loan at the current 
established market value of such listed 
securities by mutual agreement between 
such agency and borrower, and certified by
the stock exchange as being a fair market 
price for such securities.
 
A transfer of listed securities by an Executor 

or an Administrator. 


(v) Sale of listed securities by a company to 
an employee or by an employee to such 
company where an employee benefit Trust 
has been established in compliance with all 
applicable requirements including any
requirements established by the stock 
exchange or the Council. 

(vi) A purchase by a citizen of Sri Lanka of 
listed securities held by foreign citizens 
resident abroad or in Sri Lanka from foreign 
exchange earned abroad and lodged In a
Non-Resident Foreign Currency Account in 
Sri Lanka and where the proposed 
transaction has been approved by the 
Controller of Exchange, if such approval is 
necessary, provided that the purchase price
is fixed at least at two-thirds of the prevailing 
market value of the shares. 

(vii) Any other transaction or gift of listed 
securities of an exceptional nature and that 
the stock exchange and the Council 
consider to be proper and acceptable, 

SC Guidelines 5. - Private 
Transactions, Approval by the
Council - Where it is intended to effect a 
private transaction or gift of listed securities 
as described under Guideline 4, a broker 
mrnbeishall on behalf of the shareholder, 
make a written application with the required 
information and documents in support, to 
the stock exchange seeking approval for 
such transaction. Where the stock 
exchange is satisfied that the application 

may be approved, it shall submit the details 
of such application, together with Its 
recommendation to the Council for its 
approval. 

CSE Trading Rule 3. - Private
Transfer Assistance - In instances 
where prior approval has been obtained from 
the Councli to effect private transfer of 
shares, member firms may assist the parties
Involved to register such transfers and 
charge a nominal fee not exceeding 
RS>t - Instead of Brokerage. (Also See 
Commissions) 

303. BROKERDEALER DUAL
 
CAPACITY PROHIBITED
 

Act 31. - Dual Capacity Broker/Dealer 
Prohibited - No body corporate or an 
individual licensed under the provisions of 
this Act as a stock broker or stock dealer as 
the case may be, or any holding, subsidiary 
or an associate company of such licensee, or 
any Director of such licensee shall ­

(a) where such body corporate or an 
indMdual Is licensed as a stock broker, be 
granted a licence as a stock dealer,and 

(b) where such body corporate or individual 
is licensed as a stock dealer, be granted a 
licence as a stock broker. 

SC Rules 9/24/90 21. - Broker not to 
buy or sell in own name - A licensed 
stock broker who is a member of a licensed 
stock exchange shall only act on behalf oftheir clients in the buying or selling of 
securities and shall not buy or sell any
securities in their own name or that of any
firm, company, or any pension or provident 
fund or such other fund in which they have 
any interest. 

SC Rules 9/24/90 22. - Broker 
Prohibited Interest in Dealing - A 
stock broker shall not have an interest in any
firm or company, wholly or partly, overtly or 
covertly engaged in the business of dealing 
in shares. 
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SC Rules 9/24/90 23 - Broker tracd' 
prohibited in interest ed securities -
A licensed stock broker shall not be 
permitted to buy, sell or otherwise deal In 
securities Inwhich they have an Interest and 
quoted In red on the boards of the trading 
floor. 

SC Rules 9/24/90 24.- Prohibited 
Personnel Trades thru Member - No 
director or other employee of member firms 
and their spouses and minor children shall 
buy, sell or otherwise 4eal In securities 
directly or through nominees or companies 
where they have an interest, through the 
member firm he/she is affiliated with. They 
may do so thrcugh other member firms. 

CSE Article 11A - Broker not to buy 
or sell In Its own name - Any Broker 
who is a member of the Exchange shall only 
act on behalf of Its clients in the buying and 
selling of securities and shall not buy or sell 
any securities in its own names or that of any 
firm or company In which they have an 
interest; nor shall a Broker have an Interest In 
any firm or - -npany wholly or partly, overtly 
or coverk: .. ngaged In the business of 
dealing in shares. The Executive Committee 
shall promulgate bye-laws defining what a 
Broker may, or may not, do under this Article 
and the decision of the Committee of these 
matters shall be final. 

304. SECURITIES DEFINITIONS 

P210A, Definitions. Securities 
- The term security' or securities shall 

have the common meaning of stocks, bondsand similar financial instruments, 

The term "stock" Includes voting trust 
certificates, certificates of deposit for stocks, 
rights, warrants, and other securities of a 
type classified for trading as stocks by the
Exchange. 

The term 'bond. includes debentures, 
notes, certificates of deposit for bonds, 
debentures or notes and other securities of 
a type classified for trading as bonds on the 
Exchange. 

P210B, Orders, Permissible types -
CsM - a transaction for settlement th same 
day between brokers directly, 

BR32larWLy - a transaction for settler tent on 
the Settlement Date as established by the 
Board. Any default In settlement by a broker 
creates a new contract for a fal-to-deliver vs, 
afal-to-recelve. 

Delayed delivery - a transacton fixed by 
contract of the parties for settlement directly 
between brokers at a date later than regular 
way settlement. 

Market - an order to timely buy or sell a 
specific quantity of a security at the best 
price available In the exchange marke* 
pursuant to the procedures of the 
exchange. 

Uimit - an orderto buy or sell all or part of a 
specified quantity of a security at a stated 
limit price or as possiblepursuant better as scento the procedures of the 
exchange. 

All or None - An order to buy or sell a specific 
Pmount of a security larger than one trading 
unit simultaneously and not partially - but the 
total may be to more than one broker. 

Not-held - An order to buy or sell all or part of 
specific amnount of a security 
using the broker's judgement as to timing,
and not holding the broker responsible to 
acquire or dispose of the maximum quantity
for which without timing judgement he might 
compete in the market. 

P212, Short Sales - Members shall notaccept or execute orders to sell secuatdies 
not beneficially owned by the seller (short 
sales). (Note- When with growth of the market, this rule is changed to permit short 
selt, is rule repcaed rues 

ling, it should be replaced by rules 
requiring every order to be marked as short 
or long, prohibiting short sales accelerating adeclining market, and requiring margin for 

shoK tales. Provisions for borrowing to 
make db!Nery are in Rule 721) 
P210C, Not-held prohibition - A 
market maker Ina security shall not accept a 
not-held order Inthe same security in which 
he Is making a market. A dealer shall not 
execute an order for account of the member 
or associated or related party while holding a 
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not-held order for a customer In the same
security. 

305. TRADING ON FLOOR 

CSE Trading Rule Preamble The 
Trading Floor of the Exchange shall be 
governed by rules prescribed by the 
Committee from tirma to time. Any changes
to the prevailing rules -hall be notified by
circular (bearing serial number Identifying by 
year and suffix) to the accredited 
representative3 of member firms and shall 
take effect from the date notified In the 
circular. 

CSE Trading Rule 5. - Dress & 
Decorum.-.5.1 No representatives of 
Member Firms or any employee of any agent 
of a member Firm shall be present In the 
Public Gallery of the Exchange on any
circumstances during trading hours unless 
such party has specifically obtained prior 
permission from the Manager. 5.2 Infraction
of Rule 5.1 for any reason shall be reported to 
the Executive Committee who may Impose a 
penalty on the offending member firm. 

5.3 Member firms shall ensure that their 
representatives are properly and soberly
attired when attending trading sessions and 

would always conduct themselves with 

dignity and decorum while on the Floor. 


5.4 Representath;,js of Member Firms 
operating on the floor shall not enter into any 
arguments with each other and any matter in 
dispute shall be brought to the notice of the 
Trading Floor Manager. If however, a 
representative feels that the ruln given bytheprseaiv f Manager is unfair he is atthe Trading Floor Mopens 
liberty to bring this to the notice of the 
Manager of the Exchange who will arrive at a 
decision which shall be regarded as final &,ad 
binding. 

P201, Change of Ownership - An 
orally agreed trade between authorized 
trading attorneys of Members on the 
Exchange constitutes a binding contract 
pursuant to the rules of the Exchange.
Ownarship of the traded securities changes 
at tne time of such agreement, with hll the 
rights and privileges of that security as 

appvovd for trading by the Exchange at that
time, subject to close out on default byether party. 

P202, Member Responsiblity to
Customers - Members are responsible totheir customers for completion of opentrades whether settled with contra members 
or not. 

P204, Order Priorities, Auction -
Customer orders shalays have priortyfor
execution at the same price over orders of 
Members, their employees and Immediate 
familes. 

P205, Order Priorities, Customer 
Each customer order shall be recorded by a 

-

Member In writing with the time and datereceived. Priority of execution shall be given
by Members to customer orders in the same 
security at the same price in accordance with 
a system approved by the Committee. The 
presently approved alternative systems are: 

(1) Executions at the next trading session 
shall be In the qued order of time received.
 
Limited price which
orders become
 
executible shall be entered into the que at
 
their entry time. 
(2) All customer orders held by a Member at 
the time trading opens shall be given parity,
sharing In proportion to the size of each 
order In the total executions of such member 
in that trading session up to the total of such 
orders at the average price for such orders 
executed by the Member. Limited price 
orders held by the Member as such trading 
opens shall be included in the allocation to 
the extent that they would have been 
individually executible during such trading.Customer orders received after tradingshall be qued by time and executed 
after the Member completes executions of 
orders on the same side of the market held 
at the opening as in (1). 

P206, Discretion by Trading
Attorneys - Member attorneys
participating In an auction shall be prohibited
from exercising discretion for customers 
except for time and price. Orders as 
transmitted to Auction notthe should 
disclose the identity of the Customer. 
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P207. Cash or Delayed Delivery
Transactions - All transactions shall be for 
settlement at the settlement date fixed by
the Committee uness made for cash or for a 
stated delayed delivery date. Cash 
transactions are for settlement on the sameday. 

P208, Erroneous Reports - The price 
at which an order was executed and locked 
In shall be binding notwithstanding the fact 
that an erroneous report In respect thereto 
may have been rendered. 

P209, Orders, Records of and 
Changes In - Every order shall be 
recorded in writing at the time received, 
including the name and amount of the 
security, the terms of the order, the time 
when received, the time when transmitted, 
whether agency or principal, and the time at 
which any cancellation or execution report is 
received, and the name or designation of 
the account for which the order Is to be 
executed. No change in the account name 
or designation shall be made unless 
authorized in writing by a p, Incipal executive 
officer of the member who shall be 
personally informed as to the essential factsrelative thereto.6.Ifteroewhsnubrledyn 

306. TRADING SESSIONS 

CSE Trading Rule 6.1 - Opening,
Closing of Trading - No quotation shall 
be put on the Board before the bell rings 
and no business shall be transacted until the 
call-over is completed. 

CSE Trading Rule 6.2 - Orders, 
Acceptable - All bids and offers on the
Tradirg Floor boards shall represent orders 
from clients, shall be firm, and shall represent 
at least one (1)Board Lot. 

The rdinmum Board Lots shall be prescribed 
by the Committee from time to time. The 
bytevailgCmitterom timaet tme Te 
prevailing limits interms of market value are 
as follows: 
Up to Rs.5/-, lot with a m in im u m 

consideration of Rs.l,000/- No. of Shares 
300 
Over Rs.&5/- up to Rs.i0/- No. of Shares 200 
Over Rs.W- up to RS.50/- No. of Shares 100 
Over Rs.50/- No. of Shares 50 
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CSE Trading Rule 6.4 - Odd Lots - All 
other parcels which are less than he Board 
Lots shall be displayed on the Special Board 

provided for the purpose and the prices forthese parcels shall not be considered as
market ndicators 

CSE Trading Rule 6.5 - Board 
Trading Procedures - The Exchange 
shall not entertain more than two broker 
trading numbers at any one time In the 
columns meant for brokers code numbers 
on the Boards at the Foor. 

6.6 The broker who trading number appears 

first Inthe appropriate column, to buy or sell,
shall have preference over the other broker 
who number appears in the same column to 
buy or sell, at the same price. As long as the 
broker indicates that he is a further buyer or a 
seller this right shall be maintained. Once he 
fails to maintain his position in the market the 
broker whose number is next shall 
automatically take his place. 

6.7 If the broker whose number already on 
the board or any other broker on the Trading 
Floor raisos the bid price or lowers the offer 
price, he shall Immediately have precedence 
over anyone else and shall continue to deal 
at the new price until either he loses his 
market or is replaced by another broker at a 
more competitive price. 

6.8 All trading on the Floor shall be 
conducted to and from the Trading FloorBoards only. The price at which business Is 
reported shall correspond either to the offerprice or thabid price as appearing on the 
3oard. 

6.9 Whenever the price at which business isreported Is first Indicated on the Board as the 
offer/bid, price, the broker Indicating such a 
quotation shall not conclude a transaction on 
his own account without first permitting the 
other brokers the opportunity o f
byn/eln uhpretahge/oe 
buying/selling such parcel at a higher/lower 
price. 
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307.CROSS (PARCEL) TRADING 

P203, Crosses (Parcels) - Members 
holding orders to purchnie and sell the 
same security at the same price (a possiblecross or parcel), sha6 announce their 
intention to the trading session and shall 
satisfy offers to buy or sell at better prces
before executing the cross. 

SC Rules 90 25 - Large Fircela with 
widespread Interest - Wenever parcels 
of shares, with widespread of Interest, 
representing 1%of the Issued capital of a 
company or 10,000 shares, whichevor is 
lower, are Introduced to the Trading Floor, 
the Exchange Manager shall use his 
discretion to leave the bid open, if necessary
for such period not exceeding seven (7)
market days. 

Any attempt to circumvent this rule by
introducing such large parcels into the 
market in smaller lots, will be Immediatelyinvestigated by the Manager and if 

necessary, business that had already taken 
place, will be set aside and the entire parcel
reintroduced to the market as awhole. 

CSE Trading Rules 7. - Quotations 
in Red - (invalidated by SC Rule 25 above)
Quotations of broker firms who have a 
director in common with the quoted
Company for which either a bid or an offer is 
indicated on the Board, shall Indicate such 
quotation in *Red' Inorder to disclose their 
interestbrokst in the Company to theercommunicateother 

7.1 Transactions in respect of such
Companies to be concluded by a member 
firm quoted in Red on his own shall be first 
reported as a Bid' prior to conclusion. Ifany
other member firm is willing to buy or sell 
shares at the 'Bid Price' the firm quoted in
'Red' shall 'sell to' or 'buy from' the other 
member firms prior to matching his own 
'buy' and 'sell' orders. 

7.2 Where two member firms are quoted as 
buyers or sellers for securities marked in 
'Red' and where the order of priority to 
'buy or 'sell' is infavour of the member firm 

quoted In'Red' such firm shall share the 
parcel on offer If the transaction Is to bereported at the quoted buying or selling
price. 

CSE Trading Rules 8. - Large
Parcels with Widespread Interest -
Whenever large parcels of shares with 
widespread Interest are introduced to the 

Floor the Exchange Manager shall use his 
discretion to leave the bid open, if necessary
for such period not exceeding seven (7)
market days. 
SC Rules 90 17. - Limit Prices - (1)
The movement of price of any securities of 
either ten percentum or more up or down 
from that of the last transaction in a previous
trading day, shall be immediately reported to 
the Manager of the stock exchange, who 
shall inquire into such price movement and 
shall approve such sale only if he is satisfied 
that trading conditions justify such price
movement. 
(2) Where the Manager decides not to approve the proposed transaction, he shallrefer such decision to the Director General 
whose decision shall have effect pending an 
appeal to the Council, f any. 

(3)Either party to the transaction who is 
dissatisfied with the decision made by the 
Director General may appeal to the Council 
against such decision stating the grounds
for such appeal, within seven days of such 
decision. The Council shall Inquire into such 
appeal and after affording the applicant the 
opportunity of belng heard, shallits decision to the stockexchange. The decision of the Council shall 
be final. 

SC Guidelines 4/20/90 -
Complement to Council Rule 17 -
Share price less than Rs.10/- - movement 
allowed up to Rs.V-

Share price at Rs..Q'- and above - movement 
allowed up to 10%. 

Inthe circumstances, described below, theCouncil is of the view that reasons fcr 
movement of share prices of either twenty 
porcentum or more up or down from that of 
the last transaction in a previous trading day 
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should be Investigated and the Manager of 
the Exchange should allow the transaction 
only If he is satisfied that trading conditions 
and the reasons adduced, satisfy such price 
movement: 

I. Company news of significance; 
2. Benefit announcement; 
3. Considerable time has passed since the 
last transaction and current transactions 
warrant such an increase; 
4. Infrequently traded securities, 

CSE Trading Rules 9. - "All or 
None" Transactions - Transactions on 
an all or none' basis would be permitted 
only If the parcel introduced constitutes 
either ten percent (10%) or more of the 
issued capital of the Company. 

9.1 The member firm introducing the 'all or 
none* parcel shall disclose to the Manager of 
the Ei isnge the name/names of the 
buyer/s and seller/s before introducing the 
parcel. 

!D2 Parcels on offer or an 'all o; none' basis 
sha!l be kept open ior c period not 
exceei-. seven (7) market days. 

9.3 Counter bids 4- respect of 'all or none' 
parcels shall be on the entire parcel on offer, 
However the seller should ensure that the 
required number of transfers would be made 
available so that even a minimum Board Lot 
could be purchased by any buyer as long as 
the entire parcel could be sold. 

9.4 Buyer/Buyers involved in an 'all or 
none' transaction shall be obliged to buy 
further quantities up to ten percent (10%) of 
the parcel on offer at the price at which the 
aall or none' transaction is concluded. If the 
subsequent parcels offered exceed 10 % of 
the 'all or none' parcel concluded, 
quantities to be accepted from each party 
shall be determined in proportion to the 
shares offered by such party at the date of 
conclusion along with proof of ownership of 
such shares. 

308. CONFIRMATION OF TRADES 

CSE Trading Rule 6.10 - Temporary
Chita - Representatives of member firms 
reporting transactions on the Floor shall 
Immediately confirm such transaction by 
Issuing a temporary chit which shall be in 
triplicate with the first copy handed over to 
the Exchange and the second copy in the 
case of Inter-broker transactions either to the 
buying or the selling broker's representative. 

6.11 A separate temporary chilt shmJI be issued 
for each contract and such 4chits' shall 
contain the contract number, stock, price,
corresponding broker's name and 
settlement date and shall be Initialed Ly the 
person Issuing. 

CSE Trading Rule 6.12A -
Reconfirmation Daily - All transactions 
reported on the Floor on any trading day
snail be confirmed in writing to replace the 
chit to the Exchange in the prescibed 'Daily 
Return' form before the commencement of 
the next Trading Day. 

CSE Trading Rule 6.12B - Crosses. 
Client Name Reporting - In the case of 
intra-broker transactions the names of the 
buying and the selling client shall also be 
reported to the Exchange Manager, in 
writing, before the commencement of the 
next Trading Day, which Information shall be 
treated as confidential and not be divulged 
except to the Director General of the 
Securities Council. 

309. COMMISSIONS AND FEES 

SC Guidelines 7. - Commissions - (a) 
The amount of commission to be charged by 
a licensed stock broker on buying or selling 
on the stock exchange, on behalf of clients 
shall be I1/2%, as currently fixed, or such 
rate as may be fixed by the stock exchange 
from time to time and approved by the 
Council. 

(t) No licensed stock broker or stock dealer 
may offer a private discount on stock 
exchange transactions at any time. 

CSE Trading Rules 4. -
Commissions, Brokerage - The 
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present rate of brokerage applicable for 
quoted Company shares is 1.5% from both 
the seller and the buyer engaged In the 
transaction and is not negotiable. 

4.1 For transactions of a value of less than 
Rs.l,000/- member firms shall charge R3.1&/-
asbrok0ege firmbothuyan the Rselleras brokerage from both buyer and the seller 
subject to the following exceptions, 

4.2 In the case of Government Securities 
member firms shall charge both the seller 
and the buyer as follows: -
Up to RsJO,000/- of par value - F&is/-
Over Rs.10,000/- of par value - 0.2% 

P117, Commissions -The commission 
to b3 charged on brokerage transactions in
securities traded on the Exchange shall be 
not less than the rates established by the 
Exchange from time to time without any
rebate, return, allowance or discount In any
shape or manner whatsoever or by any
method or arrangement direct or Indirect or
by any bonus, percentage or portion of a 
commission, and no remuneration shall be 
given, paid or allowed by or on behalf of a 
Member directly or indirectly to any person 

for business sought or secured for any
Member, except as follows: 
a) to Agents on transactions for their 

customer accounts but not for ownaccount - up to 50% of the non-membercommission. 
b)toempo 
b)to employee representatives of the

Member for their customer accounts, butnot for own account, up to 40%of the 
non-member commission. 

c) to other Members by whom customer
advice, order soliciting or servicing,
execution, settlement or carrying of a 
customer account Is performed, such 
division of commission as Is mutually 
agreed. 

Confirnti~ns of qualified transactions to 
non-members shall be rendered with the full 
amount of non-member commission and any
permissible discount allowed shown 
separately. 

SC Guidelines 6. - Fees for Private 
Transactions - The standard brokerage
fee shall not be payable for a private
transaction of listed securities. But, a 
nominal charge may be levied as a fee with 
the prior agreement of the transferor. 

Chapter Four - Settlement of Contracts 

401. ACCOUNT RESPONSIBILITY 

P301, Account Introduction - A 
member who does not wish to have custody
of customer funds and securities, to clear 
and settle exchange contracts, or otherwise 
carry customer accounts may contract with 
another member to carry its customer and 
proprietary accounts on a disclosed and 
transactionsconfidential enteredbasis Intoand to settle allon the exchange 

Such a member may execute transactions 
on the exchange or engage the carrying
member to do so. Transactions self-
executed shall be given up to the carrying
member for settlement. The introducing
member shall be responsible for investment 
advice, accuracy of receipt and transmission 
of orders, other services to its customers 
and compliance with securities regulations in 
its servicing of customer accounts. 

The carrying member shall receive, deliver 
and maintain custody of all customer and 
proprietary securities and cash, shall confirm 
transactions to each party promptly, shallrender statements of account as required by 
these rules, shall effect transfers, claim 
dividends and other distributions, and 
otherwise have responsibility for proper
conduct of each account. Where a single
customer has transactions introduced bydifferent brokers, separate accounts shall be 

maintained. 
If an introducing member as a convenienco 
to a customer accepts securities or moneys
from, or transmits securities or moneys to a 
customer, such property shall be transmitted 
to the receiving carrying member or 

to the sam day . 
customer on the same day.
The carrying member shall confirm 
transactions and render statements 
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Indicating that the account is introduced and 
serviced by the introducing member and 
carried by the carrying member. The 
respective functions shall be explained to 
each customer at the opening of the 
account in a form of letter approved by the 
Committee which shall explain the 
respective functions and responsibilities for 
at least the following: a) opening, approving,
and monitoring of accounts, b) extension of 
credit, c)rnalntenance of books and records, 
d) receipt and delivery of funds and 
securities, a) safeguarding of funds and 
securities, e)confirmations and statOmnts, 
f) acceptance of orders and execution of 
transactions, g) investment Information and
advice. 

Introducing members shall be financially 
responsible to the carrying member for the 
completion of any contract entered by the 
introducing member on the Exchange. and 
for timely payment of monies or delivery of 
securities by introduced customers, and for 
any lack of fidelity or other loss caused by its 
personnel or agents. The carrying member 
shall be financially responsible to customers 
for the functions specified for carrying 
members above and for any lack of fidelity by
personnel of the introducing member or its 
agents in delivering securities or moneys 
entrusted for delivery to or from the carrying 
firm. 

Each Introducing member shall maintain on 
deposit with the carrying member such sum 
as mutually agreed as a guarantee against its 
obligations, 

P302, of Account Self-Carrying - W/ith 

the approval of the Committee upon 
showing of approprilte financial and 
operational capability, a Member may carry its 
ovn and introduced customer accounts, and 
settle exchange transactions. 

Act 23. - Contracts on Ceasing 
Membership - Where a licensed stock 
broker or a licensed stock dealer dies,
resigns, or is expelled from the membership 
of a licensed stock exchange, or becomesincapable of carrying on the business asincaableof n th buines asarryng 
such stock broker or stock dealer by reason 
of illness or due to any other cause or the 
licence granted to such stock broker or stock 
dealer is canceled, the Council shall direct 
the licensed stock exchange of which such 

stock broker or stock dealer was a member to 
arrange for another licensed stock broker or 
a licensed stock dealer, as the case may be, 
to take over the outstanding contracts of 
such a stock broker or stock dealer. 

402. CUSTOMER RESPONSIBILITY 

CSE Conditions of Sale I. - Payment
by Buyer - The buyer shall pay his broker 
on or before settlement day the price
Including charges of all shares purchased by
him during the period of dealing for that 
settlement If the buyer defaults he shall be 
liable to his broker for all loss or damage 
sustained or Incurred. If for any reason 
payment has not been made or specially 
arranged for before the close of business on 
settlement day interest will accrue from the 
day after the settlement date on the 
outstanding amount at a rate to be 
determined by the Executive Committee of 
the Exchange from time to time and notified 
on the floor of the Exchange. In addition the 
buying broker shall have the absolute 
discretion to re-sell, within one calendar 
mon o sel , theoe atnda 

month from settlement day, the shares at the 
buyers risk and the buyer shall be liable to 
the buying broker for any loss or damage 
sustained or incurred. 

CSE Conditions of Sale 2. - Delivery
by ,;eller - The seller shall deliver valid 
documents to his broker when placing the 
order for a sale. If for exceptional reasons 
delivery has not been made in time forselling broker to deliver documents to thethe 

Clearing House of the Exchange by the 
settlement day, the seller shall be liable to 
the selling broker for an overdue interest at 
0.5% of the valu6 of the transaction per day 
which shall be deducted by the selling 
broker when payment s made to the seller. 
If for any exceptional reason the required 
dcrat r9ntdlvrdb h alrtdocuments are not delivered by the seller to 
the selling broker within five market days
frmtecoefthstlmnteslig
broker shall report such non-delivery to his
brorshe uch oelivr t his 
buyer or the buying broker, as the case may 
be who, with the authority of the buyer, shall 
have the following options. 
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I. Extend the time of delivery subject to the 
overdue interest. 

ii. Require the same shares to be purchased 
by the selling broker at the rsk of the seller. 

ile. Cancel the contract for non-delivery and
levy the overdue interest of 0.5% pr market 
day and the difference in the market price
between the date of cancellation applicable 
In respect of such trarsaction. 

These options must be exercised within five
market days from the date of notification of 
non-delivery and are at the sole discretion of 
the buyer. Any loss or damage caused as a 
result of the extensions of time or late 
delivery or re-purchase of the share shall be 
the liability of the seller to the selling broker. 

Payment shall be made to the seller by the 
selling broker only in exchange for or and 
after delivery of valid documents. 

Valid documents are: 

i. Transfer duly signed by the seller together
with the relative share certificate. 

ii. A transfer duly signed by the seller 
certified by the registrar of the Company that
the relative scrip is held by them. 

iii. A transfer duly signed by the seller with a 

separate receipt from the registrar of the 

Company that they hold the relative share 

certificate, 

iv. A transfer form duly signed by the seller 
accompanied by a deliver order issued by 
any member of the Colombo Securities 
Exchange (Gte) Ltd. 

P307, Delivery Against Payment -
Delivery of securities sold or payment for 
securities purchased may be delayed until 
the exchange of money and securities in
good delivery form can be made in the 
instance of accounts prohibited by law or
national practice from paying or delivering
without receipt of value: but interest shall be 
charged for related financing. 

403. SETTLEMENT PROCESS 

P303, Settlement Date - Transactions 
made regular way shall be recorded in 
customer accounts and delivered or 
recorded as delivered between the
Members executing the transaction on a 
sottlement date fixed by the Committee.Settlement date on transactions for cash
shall be same day, and for delayed delivery 
as agreed at the traaction. All contracts in 
securities falling due while the tra=isfer 
books of such securities are closed sh&' be 
settled on the opening of the books. 

Any Member falling to meet its obligations at 
a settlement In an amount not larger than Its 
deposit In the settlement fund shall be 
suspended from making any transactions 
other than liquidating transactions at 
subsequent trading sessions until suchobligation is satisfied; for failing to meet its 

obligations in an amount larger than itsdeposit In the settlement fund, a Member 
shall be deemed Insolvent. 

CSE Trading Rules 10. - ClearingHouse Procedures - 10.1 Documents in 
respect of all Inter-broker transactions
concluded on the floor shall be delivered to 
the buying broker through the clearing 
house of tho Exchange not later than
settlement day. 

10.2 In the case of documents accompanied 

by a delivery order and when such deliveryorder originates from the selling broker, a 
copy of the covering letter sent to the 
Secretaries/Registrars when lodging the 
share certificate shall be attached to the set 
of documents. Such covering letters shallbe duly ondorsed by a responsible officer of 
the Company. 

10.2(a) In the case of intra-broker 
transactions the member firms shall lodgewith the Exchange a copy of the covering
letter sert to the Secretaries/Registrars 
when lodging the documents for 

registration. 

CSE Trading Rules 
Form of Document 
Clearing 

Appendix 
Delivery 

I -
in 

Name of Broker Firm:
 
Address:
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Settlement: 
To: 
Dear Sirs 

We enclose the following documents. 
Kindly acknowledge receipt. 

Date Our Control No. Your Control No. 
Amount Due Stock Documents 

Signature .................................... 


CSE Rules 10.3 - Clearing Payments 
- 10.3-1 All documents delivered to the 
Clearing House for the current settlement on 
or before the Monday preceding settlement 
day shall be considered as being in order to 
receive payment on settlement day. 

10.3-2 Payments "i respect of Documents 
delivered to the Clearing House after 
Monday preceding settlement day but 
before settlement day shall be made by the 
Buying Broker before the expiry of the third 
working day from the date of advice, 

10.3-3 Payments in raspect of documents 
delivered to the Clearing House after the 
settlement day shall be made by the ,uying 
Broker before the expiry of the third working 
day from the date of advice. 

10.3-4 All payments made to the Clearing 
House shall be accompanied by a covering 
letter In triplicate in the form as set out In 
Appendix 2 of this booklet. 

CSE Trading Rules Appendix 2 
Form for Payments in Clearing 

Name of Broker Firm: 

Address: 

Settlement: 

To: 

Dew Sirs 

We enclose the following payments. Kindly 
acknowledge receipt. 
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Date Stock Our Control No. Your Control 
No. Value 

Signature ............................
 

CSE Rules 10.4 - Clearing, Late 
Delivery of Documents -Documents 
delverud to the Clearing House later than 
the settlement date shall be subject to a fine 
of 0.5% of the Market Value of the 
documents per day. The date of delivery of 
documents and the due date of payment 
shall not be considered when computing the 
fine. 

10.44 In the case of delivery of documents In 
respect of spilt re-sales within the same 
settlement the Selling Broker shall be 
allowed a grace period of seven (7) market 
days from the date of settlement to deliver 
nuch documents. 

However the Trading Floor representatives 
shall convey details of such re-sales to the 
Exchange at the time of concluding the 
transaction on the Floor by indicating in the 
temporary chit the code number of the 
broker firm from whom he has purchased the 
shares together with the contract number 
and the date of such purchase. 

10.4-2 Fine payable to the Buying Broker 
due to the late delivery of documents shall 
be deducted by the Buying Broker when 
making payment to the Selling Broker. 

CSE Rules 10.5 - Clearing, Dolayed 
Payments - Payments received later than 
the due date shall be subject to a fine of 
0.5% of the Market Value of the documents 
per day. The due dfte of payment and the 
date of delayed payment shall not be 
considered when computing the fine. 

CSE Rules 10.6 - Clearing, Returned 
Documents - Whenever documents 
submitted for registration are returned by the 
Secretaries/Registrars due to the non­
availability of tht share certificate or for any 
other cause which results due to the 
negligence of the Selling Broker, the Buying 
Broker shall have the optio, of either 
canceling the contract or buying against the 
Selling Broker in consultation with the 
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Manager of tho Ex:hangi. Either option 
must be exercised within seven (7) market 
days from the delivery of returned 
documents to the Clearing House after 
allowing the Selling Broker three (3) market 
days to rectify the transfer documents, 

CSE Trading Rules 11 - Dividends, 
Shares Sold with - 11.1Documents In 
respect of shares sold cum dividend s 
delivered to the Clearing House at least ten 
(10) market days before the closure of 
Transfr, Books. 

11.2 If ^.he Selling Broker falls to deliver 
documents to the Clearing House within the 
required time period as specified In (10.1)above he shall d~3duct such pendingdividend when making payment to the client. 

11.3 In instances whore time available to the 
Buying Broker is insufficient to register the 
transfers in the name of his client, the 
Buying Broker may deduct such pending 
dividend when making payment to the 
Selling Broker and shall ensure that the 
shares are root registered in the name of the 
client until after the date of entitlement. 

CSE Trading Rules 12. - Bonus, 
Shares Sold with - 12.1 Documents in 
respect of shares sold cum bonus shall be 
delivered to the Clearing House at least ten 
(10) market days before the closure of 
transfer books. 

12.2 In instances where the time availabl. to 
the Buying Broker is insufficient to register 
the shares in the name of his client the 
Selling Broker shall make arrangements to
hand over the letter of allotment to the 
Buying Broker at least ten (10) market daysbefore the last date for renu, ciation. 

12.3 Whenever the Selling Broker falls to 
comply with the requirements of Rule 12.2 
the Buying Broker shall report such non-
compliance to the Exchange and shall buy 
such bonus entitlement in the market in 
consultation with the Manager -f the 
Exchange and shall forward the debit note to 
the Sellng Broker for settlement, 

P312. Partial Deliveries - In instances 
where for good cause a Member may be 
unable to deliver the full zmount of shares 
executed In a transaction on settlement 
date, partial delivery In round lots shall be 
accepted. (Also see 309) 

404. TRANSFER PROCESS 

C Rules 90 14. - Transfer 
Procedures by Broker The procedure-
of transferring and registering a change in 
ownership of listed securities shall be as 
follows­

(a) The seller shall surrender his share 
certificate to his selling broker. 

(b)The selling broker shall forward the sharecertificate along with a transfer form signed 
by the seller to the stock exchange clearing
house on or before the establishedsettlement date. 

(c) The clearing house shall give the share 
certificate and tho signed transfer form tu the 
buying broker at settlement in return for 
payment for the purchase. 

(d) The buying broker shall retain the share 
certificate and send a confirmation of the 
purchase along with the transfer form si,.rdd 
by the seller to the buyer for his signature 
and return It to the buying broker. 
(e) Upon receipt of the transfer form igned 
by the buyer, the buying broker shall send 
the share certificate and the completed
transfer form to the company whose shares 
are to be transferred, and a copy of the share 
certificate to the buyer. 

SC Rules 90 15. - Transfer 
Procedures by Listod Companies ­(1) Where a listed public company receivesrbtIce of transfer of shares, it sh1Jl effect the 

transfer In its books and shall Issue a newshare certificate in favour of the new buyer 
without delay, and in any event, not later 
than fourteen market days from the receipt 
of a vaJid transfer. 

(2) If for any reason a company is unable to 
register the transfer of shares in the name of 
the new buyer within a period of fourteen 
market days, it shall inform the lodging 
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broker within five market days stating the 
reasons therefor. 

(3) A listed company shall not charge a 
transfer fee. 

P310, Signature Guarantee -
Signatures authorizing transfer of securities 
shall be guaranteed by the Introducing
Member or the carrying Member. 

405. SIGNATURE FILE 

P306, Signature file - The Exchange
shall maiitain an authorized signature file of 
persons authorized to sign for Members and 
nthswr frequently delivering securities. 
Partes registering with the signature l;e
sh-.l submit legal documents authorizing the 

ignatura(s) to be used and thereafter shall 
promptly notify the Exchange of any
changes in such authorizations with proper 
documentation for any replacement
signature(s). The Exchange shall make
available reproductions of the authorized 
signatures for Members carrying accounts 
and others ha,,ing a legitimate interest for a 
reasonable fee. 

406. DIVIDENDS, RIGHTS,
ALLOTMENTS 

CSE Trading Rules 13. - AllotmentLeter, Trad es for3. - All t
Letters, Trades for Cash - All 
trarsactions on letters of allotment shall be 
on a cash basis. 

CSE Conditions of Sale 3. -
Dividends - Unless the broker's note 
provides otherwise, where dividends are 
paid on or subsequent to the date of the 
broker's note they shall belong to the buyer. 
If the buyer does not complete and forward 
the share transfer form promptly on receipt 
he will absolve the buying broker from all 
claims pertaining to the dividend. 

CSE Conditions of Sale 4.- Rights, 
etc. Attached to Shares - Unless 
otherwise stated in the broker's note the 
buyer is entitled to all rights accruing to the 
shares as on the date of the broker's note 
provided that the buyer complies with the 
follolwing: 

I. Makes payment on settlement day ot 
earlier as required by the buying broker. 

II. Duly completes the transfer form and 
returns same to the buying broker promptly 
to permit the buying broker to lodge the 
documents prior to the closure of Transfer 
Books relative to the share transfer. 
Transactions invoMng allotment letters shall 
be on an Immediate cash basis and the 
selling broker shall ensure that he is in 
possession of the renounced letters of 
alonernt prior to a sale. 

Trading In rights and bonuses shall 
commence after four market days from the 
date of dispatch of the allotment liters and 
shall cease three market days prior to the 
closure of the books of the company 
concerned. 

In the case of rights Issues the buyer shall 
not be entitled to apply for any additional 
shares. 

407. RECLAMATION 

P304, Good Delivery a n d
Reclamation - The seller of securities is 
responsible for the genuineness andcomplete regularity thereof and a security
which is not valid or is not In proper
negotiable or transferable form shall be 
replaced forthwfth by one which is valid and 
is in proper negotiable or transferable form. 

A security with an irregularity which has been 
delivered may be returned or reclaimed on a 
settlement date through the se .uement after 
notice has been given to the other party at 
least one day prior to the vttement. The 
patty to whom the irregular security is beingdelivered shall substitute a liko security ingood delivery form or pay the current market 
value thereof and be deemed to be failing to 
deliver. Securities with title called into
question, reported to have been lost or 
stolen, or the transfer of which is prohibited 
or restricted by law or government action 
shall also thus b3 returned to the party 
originally introducing the certificate to the 
market. Securities partially called may be 
r-lumed to the party holding such certificate 
at the time it ceased to be a good delivery. 

82 



Consolidated Sri Lanka Securities Regulation:; 

408. ASSIGNMENTS 

P305, Assignments - A registered
security as a good delivery shall be
accompanied by a praper assigniment
executed either upon th certificate Itself of 
on a separate paper for each suc, csrtiftoate. 
When the name of a party has been Inserted 
in such an assignment as assignee, a power
of substitution shall be signed In blank by
such party. When the name of a party has 
been Inserted as substitute in such a power
of substitution, a new power of substitution 
:hall be executed hi blank by such 
substitute party. 

Any alteration or correction In an
assignment, power of substitution or other 
instrument shall be accompanied by an 
explanation or the original instrument, 
signed by the party executing the same. 

The signature on such documents shall be 
technically correct, I.e. It shall correspond
with the name written upon the certificate in every particular without alteration or 
enlargement or any change whatsoever, 
except that in the case of a firmor "Company" or "Co" or "Co."andmayor "&"be 
written either way, 

Certificates shall be good delivery only IfIna 
form and with authorizations as required by
Rule 156 and for transfer under the laws if
the country of jurisdiction. 

Standard forms used for Assignments andSubstitutions are published by the NYSE 
following its Rules 225 and 259. 

409. CLOSING DEFAULTED 

CONTRACTS 


P308, Closing of Obligations - When 
a Member is found Insolvent by the 
Exchange, other Members holding open
contracts with such insolvent member sh-ill 
without unnecessary delay close out such 
contracts unless the Board orders a
deferment. 

Application may be made to the Exchange
for temporary deferment of close-out forunusual circumstances and unsuccessful 
efforts to borrow and if the Exchange finds 
that a fair market In which to close thecontract is not available but no such 

deferment will relieve the party in default 
from any resulting damages. 

AMember rceiving notice that a contract Is 
to be closed out shall Immediately re-transmit 
such notice to any other Member from whom 
the securities Involved are due, and a 
subsoquent close out against the contra
Member shall also close out against the 
retrunamitted Member. Any money
difference resulting from a contract closing
shall be specified in immediate statements to 
contra and retrarnitted Merners and shall 
be paid at the next settlernet. 

When a loan of money Is not paid before the 
end of the day upon which It becomes due,
the borrower shall be considered In default 
and the lender may, without notice, sell 
sufficient of the the securities pledged
therefore to liquidate the loan. 

410. BORROWING AND LENDING 
SECURITIES 

Act 27. - Security Borrowing & 
Lending - No licensed stock broker or 
licensed stock dealer shall lend or arrange 
for the lending of, any securities carried forthe account ot any customer without the 
customer's written consent, or borrow, or 
arrange to borrow, using the securities,
carried for the account of any customer, as
collateral, without the customer's written 
consent. 

P309, Borrowing and Lending
Securities - Every reasonable means to 
borrow securities in order to make delivery
on open contracts shall be employed by 
members. Members shall not lend or borrow 
any security to or from any non-member 
except pursuart to a written contract or 
confirmation providing at least for: terms for 
the simultaneous transfer of securities 
against money or equivalent collateral and
the reverse thereof on demand or a date 
certain and liquidation rights to the Member 
in any event of insolvency by the non­
member. 

411. CREDIT EXTENSION 
(MARGIN) 

SC Rule 9/24/90 24B - Margin 
Accounts - In the case of margin trading, 
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the stock broker shall Indicate to the 
Exchange on the In-House transaction form, 
the names of all buyers and sellers who are 
parties to tae margin trading accounts, 

CSE Business Conduct Rule 7. -
Margin Accounts - Members shall not 
effect a transaction in securities In a margin 
account in a manner contrary to any 
requirements ,stablished by the Exchange 
or the Securities Council. 

P311. Credit (Margin) -A Member or 
Approved Person may extend credit to an 
arncount collateralized by readily marketable 
va|Jes in such account pursuant to the rules 
of the Exchange or such more stringent
standards as determined by the Membor or 
Approved Pnrson. 

Interest shall be charged on any balance 
unpaid by settlement date in either a regular 
account or a credit account. 

No Member shall permit a customer or 
errvloyee to make a practice of meeting 
payment obligations by liquidating the same 
or other security or delivery obligations by
buying the same seqrity, 

Credit accounts shall have a nmnlmum equity 
of Rs 20,000 (An amount sufficlen: to 
discourage credit purchases by customers 
who shouki notaffordrisk) 

Minimum equity for a new purchase In a 
credit account shall be at least 50% of the 
values to be In the account after the
purchase. Whenever values In a credit 
account decline to a 35% equity, the 
customer shall be called to restore the equity 
to at least 40%. Values shall not be allowed 
In an account for this purpose which exceed 
for each security that amount which can be 
readily liquidated at a discount of 10% from 
the market price. 

Whensver a person extended credit on 
securities falls to meet &call for equity, 
sufficient securities shall be sold out at the 
next trading session to bring the account 
Into compliance with the above 
requirements unless the Exchange on 
application of the responsible Member finds 
that a fair market would not be maintained. 

No Member or Approved Person shall 
arrange for the extension of credit on 
securities att better terms than such Member 
or Approved Person can offer pursuant to 
Exchange rules. 

Chapter Five - Qualification of Stock Exchanges, Members
 
Brokers, Dealers, Principal officers, Employee
 

Representatives, Agents, Agent Representatives, Trading
 
Attorneys, Approved Persons
 

501. LICENSING REQUIRED 

Act 15. - Entities Required to be 
Licensed - Subject to the provisions of 
section 30 from and after the appointed 
date: ­

(a) any body corporate which is carrying on 
or intends to carry on the business of 
operating a stock exchange; or 

(b) any person who is carrying on or who 
intends to carr,' on the business of a stock 
broker or of a stock dealer, 

shall make an application in the prescribed 
form together wtththe prescribed fee to the 
Council, for the grant of a licence as a stock 
exchange or as a stock broker or stock 
dealer, as the case may be. 

Act 19.() - License Decision, Term, -
On receipt of an application made under 
section 15, the Council having considered 
the particulars stated therein and, where it 
deems necessary, having given the 
applicant an opportunity of being heard, In 
person or by a representative, shall by 
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written notice to the applicant, Inform the 
app;icant whether he is being granted
licence or not. 

(2) Where the Council grants a licence to ­

(a) a body corporate to carry on the business 
of a stock exchange, It shall Issue a 
certificate to that effect for a period of five 
years; or 

(b) any person to carry on the business of a 
stock broker or stock dealer, it shall Issue acertificate to that effect for a period of one 
year. 

Act 20.() - License Renewal - A 
licensed stock exchange may apply to the 
Council for a renewal of its licence within six 
months prior to the expiry of the licence, 

(2) A licensed stock broker or a licensed 
stock dealer as the case may be, may, within 
three months prior to the expiry of thelicence, make an application to the council in 
the prescribed form together with a 
prescribed fee for a renewal of his licence. 

(3) In granting it renewal of a licence, theCouncil shall satisfy itself that the licensed 
stock exchange, the licensed stock broker 
or the licensed stock dealer as the case may
be, has at no time been guilty of 
contravening any provisions of this Act or 
any rules or regulatiorns made under this Act. 

Act 25 - License Facts Change
Approval - Where a licensed stock 
exchange, a licensed stock broker or 
licensed stock dealer as the case may be, 
proposes to alter any particulars already 
furnished of undergoes or intends to-
undergo a change from its state specified inthe application for a ;license as a stock 
exchange, stock broker or stock dealer, as 
the case may be, to inform the Council and 
obtain its prior consent before suchalteration of change is effected. 

Act 30. - Name Use - (I) From and after 
the appointed date, no body corporate or anindividual shall use the words 'stock 
exchange', 'stock broker' or 'stock dealer' 
as the case iay be unless such body 

corporate or indMdual as the case may be,
has been licensed as a stock exchange or 
stock broker or stock dealer, by the Council 
under this Act. 

(2) From and after the appointed date, nobody ccrporate or an Individual shall carry on 
busne, z a--stock exchange, stock broker,
stock dealer as tim case may be, such body 
corpotate or indMdual is authorized to do so 
under a licence granted under the
provisions of thils Act: 

Provided, however, any body corporate or 
an Individual who, Immediately before the 
appointed date was carrying on business asa stock exchange, stock broke., or stock 
dealer as the case may be, shall be entitled 
to carry on such business without obtrining 
a licence under this Act­

(a) for a period of three months from the 
appointed date; and 

(b) Ifprior to the expiration of that period an 
application is made for a licence under this 
Act, until the licence is granted or finally 
relused or the application Is withdrawn. 

(3) Any body corporate or an Individual who 
contravenes the provisions of subsection (I) 
or (2), shall be guilty of an offence under this 
Act and shall on conviction be liable to a fine 
not exceeding one million rupees. 

Act 31. - Dual Registration Prohibited 
- No body corporate or an individual licensed 
under the provisions of this Act as a stock 
broker or stock dealer as the case may be, 
or, any holding, subsidiary or an associate 
company of such licensee, or any Director of 
such licensee shall­

(a) where such body corporate or an 
individual is licensed as a stock broker, be 
granted a licence as a stock dealer, and 

(b) where such body corporate or individual 
is licensed as a stock dealer, be granted a
licence as a stock broker. 

SC Rules 5118/90 2. - License Fee -
There shall be paid­
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(I) in respect of every application under 
regulation 2(I), a fee of Rs. 10,000- and 
(2) in respect of every aprl~cation under 
regulation 2(2) and regulation 2(3) a fee of 
Rs. 3,500 wi.tch shall be paid into the 
account of the Securities Council as 
designated by the Council. 

SC Rules 5/1/90 4. - License 
Certificate -. (1)The certificate issued to a 
stock exchange under section 19(2)(a) of the 
Act shall be in such form as specified InForm 
'D'in the Schedule hereto and shall be valid 
for a period of Mive yc;. 

(2) The certificate iesued to a stock broker 
under section 19(2)(b) of tha Act shall be In 
such form as specified in Farm 'E' in the 
Schedule hereto and V-,all be valid for a 
period of one year. 

(3) The certificate issued to a stock dealer 
under section 19(2)(b) of the At shall be in 
sutr lorm as specified In Ferm 'F' in the 
Schedule hereto, and shai ba valid for a 
period of one year. 

502. STOCK EXCHANGE 
QUALIFICATION 

Act 16. - License, Stock Exchange, 
Reference to Schedule, Part 1 - No 
licences shall be granted under this Act to 
any body corporate as a stock exchange 
which does not comply with the terms and 
conditions set out in Part I of the Schedule 
hereto. 

Act Schedule Part 1 - License 
Requirements, Stock Exchange -
Requirements and conditions to be satisfied 
for the purpose of granting a licence as a 
stock exchange to a body corporate are as 
follows:-

(a) that the applicant is-

(I). a public limited liability company 
incorporated under the Companies Act, No. 
17 of 1982; or 

(1i) an association registered as a company 
with limited liability under section 21 of th3 
Companies Act, No. 17 of 1982; 

(b) that the articles or association of the 
upplicant company referred to in paragraph 
is) ds not permit any distribution of profits to 
m'rnbors; 

( that 1he articles of association of the 
a"kplc company restricts the membership 
of the Meosk exchange to brokers and 
dea;n only;, 

(d) that at i",stsix members of the applicant
comply %,Aicarry on brokering business in 
securities Independently of and In 
ccompotitoi, with each other and tha, at least 
four mnmborr have exporience in brokering 
insecuritia durlng the last fi" yptw,; 

(e) that the applicant company is engaged
solely In the business of operatlilg a stock 
exchange; 

(f) that the Board of Directors and the chlef 
executive of the applicant company consists 
of persons of business integrity; 

(g) that the Board of Directors of the 
applicant company consists of f'in members 
who are Individual stock brokers or stock 
dealers or nominees of any company 
licensed as a stoch broker or stock dealer 
elected by the gon6ral membership; 

(h) that the applicant company's location and 
activities will enable thq creation of a more 
orderlyrnarketforsecurtin SriLanka; 

(I) that the applicantycmpany's fnanca 
ading is satisfactoiy cnd 

(j)that the rules of appicrr,t csmpany make 
satisfach)ry provision­
(i) for rnIsson of rnembors; 
(11) lor exclusion from membership of 
persons who are not of good character and 
high business Integrity; 
(iii) for the expulsion, suspension or 
disciplining of members for conduct 
inconsistent with just and equitabltf
principles in the transaction of business or 
for a contravention o' or failure to comply 
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with rules of the stock exchange or the 
provirons of this Act; 
(lv) for appointment of authorized
representatives and clerks; 
(v) with respect to the conditions un:r 
which scuritlis may be listed for Vr OrqIgn 
the mewscet 
(vi) with respect to conditions und rtwhirh 
listing of a particular security may be 
revoked; 

(vii) with respect to the conditions governing 
dealings Insecurities by: z members;
(viii) with respect to timely and accurate 
disclosure of all material Information reuired 
for Investors to make Informed investment 
decisions;
(ix)with respect to the protection of 


investors in securities from 
misrepresentation, misleading information, 
fraud, deceit and other adverse practices in 
the issue and trading of securities and for 
the abuse of certain persons of privileged
information not yet made available to the 
general public; 
(x) with respuct to prohibition of securities 
market manipulation of any form including 
f6satrading, market rigging, &c.; 
(xi) for investigating into trading in securities 
and financial transactiors of stock brokers 
and stock dealers for conducing surprise
checks on the members; 

Ixti) for suspension of trading of any given 

security for the protection J Investors or for 

the conduct of orderly and fair trading;

(xiii) with respect to the conduct of securities 
tr,,ding of stock brokers and stock dealers 
and the manner inwhich information relating
to transaction be maintained; and 
(xiv) for ensuring that the customer's funds 
are segregated from other business of the 
security brokers or dealers. 

SC Rules 2. (1) - License, Stock 
Exchange Application Documents -
Every application made by a body corporatefor the grant of a licence or renewal of alicence to operate a stock exchange shall beaccompanted by -

(a) Two copies each of the Memorandum 
and Articles of Association of the applicant 
company and Rules and By-laws of the 
applicant company in respect of regulation
and control of contracts in securities; 

(b) Two copies of the Rules applicable to 
listed companies; 

(c)Two copies of duly completed Form 'A' 
set out In the Schedule 1hereto; 
(d)Two copes of A 'sst containng the names, 
Jesignations and addresses of the membersof the stock exchange; 

(a)Two copies of the list of companies listed 
wtth the stock exchange; 

Oh,wo copies of the audited balance sheets 
and acrours of the applicant company for 
the three preceding years or any other 
financial Information acceptable to theCounrll Ifthe applicant , ompany has not 
been in business du.ing the three
 
preceding years; and
 
(gi A copy of the receipt In proof of payment 
of the application fee. 

SC Rules 5/18/90 2. - License 
Exchange Application Forms, - (I)
Every application under section 15 of the Act 
by any body corporate which is carrying on, 
or Intends to carry on the business of 
operating a stock exchange for the grant of a
 
licence as z stock exchange and every

application by such a licensed stock 
exchange for a renewal of its licence shall be 
In such form as specified in Form 'A' in the 
Schedule hereto; 

SC Rules 5/18/90 - License Renewal 
Schedule, Form A, Stock Excharge 

Application for a License/Renewal of a 
Ucence as a Stock Exchange 

To: Chairman, 
Securities Council, 
Colombo. 

We .......................
of ........... hereb
 y apply for a licence/renewal of a licence as astock exchange under the provisions of the 
Securities Council Act, No. 36 of i087, and 
agree to undertake, in the event of our 
application being accepted, to abide by the 
rules and procedures of the Securities 
Council established under tb".Act. 
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2. The followin, documents are enclosed: 

(I) Two copies of the Memorandum and 
Articles of Association and Rules and By-
Laws for the regulation and control of 
contracts in securities. 

(2) Two copies of the Rules and Regulatins 

(b) An Assodation registered as a Company 
with UmIted Uability and Incorporated in Sri 
Lanka? (State Date of Registration) 
.............. or
 

(c) A Company limited by Guarantee? 
........................
 

3. Address of Trading F I o o r 
applicable to listed companies..........................
 

(3) Two copies of the annexure hereto duly 
comp;6ted. 

(4) Two copies of the list of names, 
designations and addresses of the members 
of the exchange. 

(5) Two copies of the list of companies list 
with the stock exchange. 

(6) Two copies of the audited balance sheet 
and accounts for the year ...... 

and ...... .....or other financial information 
acceptable to the Council if applicant has not 
been in business for three years. 

3. We confirm that the information supplied 
in the annexure to this form is correct. 

4. Bank Receipt No ...... dated the 
............... for Rs.......... is attached, being 

licence fees for .............
 

Yours faithfully, 

Signature of Applicant 
Name and Designation of Applicant 

Date:-

Part I- General 

I. Registered Name and Address of 
Applicant: .................... 

2. Isthe organisation-

(a) A public limited company Incorporated 
under 4'he Companies' Act No. 17 of 19827 
(State Date of Incorporation) .................... 
or 

4. Name of Consultant, If any and 
Telephone No ............ 

5. Name of Chief Administrator or Manager 
and Telephone No ........... 

6. Days/Hours of Business 
................................
 

7. Is your organisation engaged solely in the 
business of operating a stock exchange? 

8. Please confirm the following: 

(a) that the Articles of Association of the 
Organisation do not permit any distribution 
of profits to members ....................... 

(b) that the Articles of Association of the 
Organisation restricts the membership of the 
stock exchange to brokers and dealers only 

Part II- Membership 

9. Please list the names of members of your 
Organisation who will carry on stock broking 
business [ idependent of and In connection 
with each other. Give dftails and period of 
experience in brokerage of securities of 
each mamber ........................................... 

(Please attach certified list) 

10. Please submit the rules of your
organLsaton relatin0 to: 

(a) Admission of Members; 

(b) Exclusion rorm membership of persons 
who are not of good character and high 
business Integrity; 
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(c) The expulsion, suspension or discipline
of members for conduct Inconsistent with 
just and equitable principle in the transactlon 
of business or for contravention of or failure 
to comply with the rules of the stock 
exchange or the provisions of the Securities 
Council Act; 

(d) Appointment of authorlsed 
representatives; 

(e) The conditions under which securities 
may be listed for trading In the market; 

(f) The conditions under which listing of a 
particular security may be revoked; 

(g) The conditions governing dealings in 
securities by your members; 

(h) The timely and accurate disclosure of all 
material infcrmatlon required for investors to 
make informed investment decisions; 

(i) The protection of investors in securities 
from misrepresentations, misleading
information, fraud, deceit and other adverse 
practices in the issue and trading of 
securities and from the abuse by certain 
persons of privileged Information not yet 
made available to the general public; 

(j) The prohibition of securities market 
manipulation of any form, including false 
trading, market rigging, etc; 

(k) Investigating into trading in securities and 
financial transactions of stock brokers and 
stock dealers for conducting surprise checks 
on the members: 

(1) The suspension of trading of any given
security for the protection of investors or for 
the conduct of orderly and fair trading; 

(m) Conduct of securities, trading of stock 
brokers and stock dealers, and the manner 
in which intormation relating to transactions 
be maintained; 

(n) Ensuring that customera' funds and 
securities are segregated from the other 
business of the stock brokers or stock 
dealers. 

II. State whether there is any provision, 
resolution or convention for limiting the 
number of members and whether In 
pursuance thereto you have fixed a ceiling 
on the number of members that you would 
wish to admit. 

12. Do you Insist on any minimum 
qualifications and experience before 
enrolling new members? Please attach 
details. 

13. State the scurity deposit required from
each member, admission fee and the rate of 
annual subscription. 

Part III - Govmming Body 

14. Please state the names of members of 
your Board of Directors/Council Members 
and the Chief Executive, together with 
details of the positions they hold in other 
companies and their business experience. 
...............
 

15. Please list the members of your Board of 
Directors who are lndividual stock brokers or 
stock dealers or nominee of any licensed 
company who have applied for a licence as a 
stock broker or stock dealer elected by the 
general mem bership . ................................
 

16. What Is the present strength of your

governing 
 body? Give details oi the 
constitution, power of management,
election and tenure of office of members of 
the governing body, and the manner in 
which its business Is transacted. 

17. Are any trade or commercial interests 
represented on your governing body? If so, 
give details of Interests represented. 

18. Are any shareholders' or investors' 
associations represented on your governing
body? If so, state the manner in which it is 
done. 

19. Are there any government
representatives on your governing body? If 
so, furnish their names. 
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20. Do your rules provide for the direct 
election by members of any other bodies or 
committoes apart from the governing body? 
If so, give details or their constitution, 
tenure, powers and functions. 

21. Do you have any provision for the 
appointment of standing er ad hoe 
subcommittees of the governing body? If 
so, furnish details of the method of 
appointment, terms of office, powers and 
functions. Please give names of members 
of such standing or subcommittee, and ifany 
members are not members of the governing 
body, furnish details of the positions they 
hold in other companies and their business 
experience. 

22. Give the designations, powe.'s and 
duties of principal officers of your exchange. 

23. What are the disciplinary powers 
available to the governing body to enforce 

due compliance by members of the 
regulations of the stock exchange and 
generally to ensure proper standard of 
business conduct. 

Part IV- Miscellaneous 

24. Do you have the machinery for 
arbitration of disputes between members 
and/or between members and their 
consituents? Give details. 

25. What provision have you made for the 
levy and recovery of fees, fines and 
penalties? Pkw-" furnish details. 

We confirm that all attachments are 
individually certified as being correct 

Signature of Applicant 
Name &Designatilon of Applicant 

Date 

SC Rules 5/18/90 - Schedule Form D, Form of Stock Exchange License
 

Securities Council,
 
(Incorpcrated under Act, No. 36 of 1987)
 
2nd Floor, Mackinnons Building,
 
York Street, Colombo .
 

Grant of a Ucence/Renewal of a licence to a Stock Exchange 

The Securities Council, having considered the application for the grant of a licence/renewal of 
a licence made under Section 15/20 of the Securities Council Act, No. 36 of 1987 by 
........................................
of ...............................
hereby grants in the exercise of the 
powers 
conferred by Section 19 of the Securities Council Act, No. 36 of 1987 a licence to the said 
Stock Exchange for the period from ............ to 
..............
19.....
 

sawhairm 
day of ............................ 

securities market, as the Director General or 
Dated this......... 19.......
 

SC Rules 90 9. - Inquiries of Stock 
Exch.inges - The Director General or any
other person authorised to do so by the 
Council, may conduct such inquiry or 
inquiries, including the examination of books 
of account, receipts, vouchers, documents 
and any other records in relation to the affairs 
of the Governing Body of the stock 
exchange or 1he affairs of any member of 
such stock exchange, in relation to !he 

the Council may deem necessary for the 
purpose of enabling the Council to exercise, 
perform and discharge any of its powers, 
duties or functions under the Act. 

SC Rules 90 10.- S t o c k 
Exchanges, Annual Roports - (1) 
Every stock exchange shall, before the 31st 
day of March in each year, or where the 
Council grantrs an extension of time, within 
such trne, furnish to the Council annually, a 
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report of its activtties during the preceding
calendar year which shall, inter alia, contain
inforrnon on the following matters ­

(a) Amendments, if any, made to the rules 
and by-iaws of the stock exchange; 

(b) Changes in the composition of the
Governing Body; 

(c) Any new sub-committees set up andchanges inthe position of exLsting ores; 

(d) Admission, re-admission, deaths or
re3ignauons of members; 

(e) Disciplinary action taken againstmembers; 

(f) Arbitration of disputes (nature and
number) between members; 

(g)Def ausU 

(h)Action taken to combat any emergency in 
trade; 

(i)Securities listed and de-listed; 

(j) Securities brought on, or removed from 
the .rward list, where applicable. 

(2) Every stock exchange shall hold its 
Annual General Meeting within four months 
from the end of the financial year, at whichmeeting there shall be presented an Annual 
report and duly audited accounts Such 
report and audited accounts shc Id be 
submitted to the Council within two weeks 
thereafter, 

SC Rules 90 11. - S tc k 
Exchanges, Quarterly Reports -
Every licensed stock exchange shall furnishto the Council, quarterly returns relating to -

(a) Purchases and sales during the
preceding quartLr; 

(b) Names of companies wh:ch have notsubmrftea annual and bi-annuw reports; 

(c) The number of securities listed and 
delisteo during the previous three months. 

SC Rules 90 16. - S t o c k 
Exchanges, Other Reports - (1) A 

stock exchange shall file with the Council a 
daily list of transacdons of 
securities made on the trading floor, stating 
the price and number of securitiestransacted. 

(2)Astock exchange shall issue a statementof all share transactions, Including private
transactions and gifts, and their values, for 
each day, to the Council, at least fortnightly. 

(3) A stock exchange shall Issue to the 
public media, at the end of each day, thedetails of shares transacted, including the
price and number of shares In each 
company. 

(4) A stock exchange shall Issue to the 
public media, a report on the sharestransacted and price movements in the
securities market, at least once every 
fortnight. 

(5) A stock exchange shall, make availablefor reference to the, public investor, details of 
the published accounts of listed companies, 
the details of shares transacted and theprices at which shares have been transacted 
during the year. 

503. BROKER, DEALER
LICENSING 

Act 17. - License, Broker, Dealer 
Reference to Schedule, Part 2 - No
licence shall be granted under this Act to any
body corporate as a stock dealer or a stock 
broker as the case may be, which does not 

comply with the terms and conditions set out 
in Part 1 of the Schedule hereto. 

Act 18. - Individual, Reference to Schedule,Part 2 - No licence shall be granted under 
this Act to any individual who does not
comply with the terms and conditions set out 
in Part IIof the Schedule hereto. 

Act Schedule Part i - License 
Requirements, Broker or Dealer -Terms and conditions to be complied with for 
the purpose of granting a licence as a stock 

broker or stock dealer to a body corporate 
are­
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(a) that the applicant company isa member 
of a stock exchange licensed under this Act; 

(b) that the applicant is a company 
Incorporated under the Companies Act, No. 
17 of i982; 

(c) that the Directors of the applicant 
company-

(i) have never been declared bankrupt; 
(ii) have never been themselves, or been 
Directors of, a company that has been 
denied a licence as astock broker or stock 
dealer,or 
(ii) have never been themselves or been 
Directors of, a company whose licence as a 
stock broker or stock dealer had been 
removed by the appropriate authority; 

(d) that at least one Director and at least one 
employee who will be ti chief employee of 
the applicant company, iscertified by a stock 
exchange licensed under the provisions of 
this Act, as sufficiently trained in stock 
exchange operations; and 

(e) that the applicant company has lodged 
security In such sum as may be determinedsecuity n schsm asmaybe dtermed 
by the Minister, having regard to the value of 
transactions that are likely to be carried on by 
such applicant or an equivalent In bank 
guarantee with a stock exchange licensed 
under the provisions of this Act. 

SC Rules 2. (2) - License 
Application Documents, Broker, 
Dealer - Every application made by a body 
corporate for the grant of a licence or 
renewal of a licence to carry on the business 
of a stockbroker or stock dealer shall be 
accompanied by ­

(a) Two copies each of the Memorandum 
and Articles of Association of the applicant
company;, 

(b)Tw,.copies of . list containing the names 
and designations of the Directors of the 
applicant company; 

(c) Two copies of duly completed Form 'B' 
set out In the Schedule I hereto; 

(d)Two copies of a statement listing the 
names of holding companies, subsidiary
companies, associate companies or 
partnerships, In which such applicant 
company has any Interest 
(a) Two copies of the audited balance 
sheets and accounts of the applicantcompany for the three preceding years or 
any other financial information acceptable to 
the CouncU ifthe applicant company has not 
been In business duting the three 
preceding years; 

(f) Where the application relates to a renewal 
of a licence, two copies of the Certificate of 
Membership ina stock exchange; and 
(g)Acopy of the receipt in proof of payment 
of the application fee. 

SC Rules 5/18/90 2. - License 
Application Forms, Broker or Dealer-(2) Every application under section 15 of the 
Act by any body corporate which Is carrying 
on. or Intends to carry on, the business of a 
stock bwoker or stock dealer for the grant of a 
licence as astock broker or stock dealer and 
every application by such a licensed stockbroker or stock dealer for a renewal of its 
brkrostcdelrfraenwlfIsiiconce shall be insuch form as specitied in 
Form B'inthe Schedule hereto; 

SC Rules 5/18/90 2. - License 
Application Forms, Broker or Dealer 
- Schedule Form B -

Application for a Ucence/Renewal of a 
Ucence as aStock Broker or a Stock Dealer 

To: Chairman, 
Securities Council, 
Colombo 

I. We ...................... of ......... hereby
apply for a 
licence as .................. under the provisionsof the Securities 
Council Act, No. 36 of 1987 and agree to 

unertake, N e of 
undertake, inthe avant of 
our application being accepted, to abide by 
the rules and procedures
of the Securities Council established 
according to the Act. 
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2. The following documents are enclosed: 

(I) Two copies of the Memorandum and 
Articles of Association. 

(2) Two copies of the list of names and 
designations of the Directors. 

(3) Two copies of the annexure hereto duly 
completed. 

(4) Two copies of the statement listing the 
names of Holding Companies, Subsidiary
Companies. Associate Companies or 
Partnerships, in which such stock broker or 
stock dealer has any Irterest. 

(5) Two copies of the Audited Balance 
Sheets and Accounts for the year.... 
and/or other financial information acceptable 
to the Council if the applicant has not been
in business for three years. 

(6) Two copies of the Certificate of 
Membership in a Stock Exchange where 
application relates to renewal of a licence. 

3. We confirm that the information supplied 
in the annexure to this form is correct. 

4. Bank Receipt No ......... the
dated 
.................
For Rs ..........
is attached, being 
licence fees for ........................ 


Yours faithfully, 

Signature of Applicant
Name & Designation of Applicant 

Date: ................... 

Annexure to Form B 

I. Registered name and address of Applicant 
............................. 


......
........
.............
2. Telephone No . .... 

3. Is your company incorporated In Sri 
Lanka? (State Date of Incorporation) 

4. Capital Structure of your company 
(Authonsed and issued Capital) 

5. Names o Holding Companies, Subsidiary
Companies and Associate Companies or 
Partnetships in which your Company has any 
Interest ..........
 

6. Names & Designations of the Directors of 
your Company ................. 

7. P1eAe confirm that the Directors of your 
Company­

(a) have never been declared bankrupt 
................................
 

(b) have never been themselves, or as 
Directors of a company been denied a 
licence as a stock broker or stock dealer 

(c) nave never been themselves or as 
Directors of a company been subjected to 
the removal of their licence as a stock broker 
or stock dealer ......... 

8. Are your Directors on the Boards of other 
companies? If so, pleaso give details 

9. Please name the Director/Directors and 
employees who are certified by the Colombo 
Securitios Exchange (Gte) Ltd. as 
sufficiently trainee in stock exchange
operations. (Please attach certificates) 

;0. Please confirm that your company will 
lodge security in such sum that may be 
determined by the Minister in charge of the 
subject of Finance. (Such sum will be based 
on the vaJue of the transactions that are likely 
i;.be carried on by your company cr an 
equivalent in bank guarantee with the 
Colombo Securities Exchange) 

.........
........... 


We confirm that all attachments are 
Individually certified ns being correct 

Signature of Applicant 
Name & Designation of Applicant 

Date 
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SC Rules 5/18/90, Schedule Form E, Form of License as Stock Broker -

Securities Council,
 
(Incorporated under Act, 14o. 30 of 1987)
 
2nd Floor, Mackinnons B ,ilding,
 
York Street, Colomnbo I.
 

Grant of a Ucence/Renewal of a licence to a Stock Broker
 

The Securities Council, having considered the application for the grant of a licence/renewal of 
the licence made under Section 15/20 of the Securities Council Act, No. 36 of 1987 by 
........................................ of ................................... hereby grants In the exercise of the 
powers confirred by Section 19 of the Securltles Council Act, No. 36, of 1987 alicence to the 
said Stock Broker for te period from ........... to........ 19 ......
 

Seal Chairman
 
Dated this ............. day of.................................. I9.......
 

SC Rules 5/18/90, Schedule Form F, Form of License as 

Securities Council,
 
(Incorporated under Act, No. 36 of 1987)

2nd Floor, Mackinnons Building,
 
York Street, Colombo I.
 

Grant of a Ucence/Renewal of a licence to a Stock Dealer
 

Stock Dealer -

The Securities Council. having considered the application for the grant of a licence/renewal of 
the licence made under Section 15/20 of the Secretaries Council Act, No. 36 of 1987 by 
........................... of .................... hereby grants In the exercise of the powers conferred by
Section 19 of the Securities Council Act, No. 36 of 1987 a licence to the said Stock Doaler for 
the period from .................. to ......... 


SeaJ Chakman
 
Dated this ........... day of ..........................
 

Act Schedule Part III - License 
Requirements, Indlvidual - Terms and 
conditions to be complied with for the 
purpose of granting a licence as a stock 
brokar or a stock deaier !nddiviual are 
that the applicant-

(a) is a citizen of Sri.anka; 

(b) is a n. prroper person and Isof sound 
financial standing; 

(c) Is a member of a stock exchange 
licensed under this Act and Is certified by 
such stock exchange as sufficiently trained 
instock exchange operations; 

19...... 

(d) has lodged security in such sum as may 
be determined by the Minister, having 
regard to the value of transactions that are 
likely to be carried on by such applicant or an 
equivalent In bank guarantee with a stock 
exchange licensed urder this Act: and 

(e) hris not been expelled or dbarre from 
membership of any stock exchange licensed 
under this Act. 

SC Ru!es 2. (3 ) - License, 
Individual Application Documents -
Every applIcation made by an Individual for 
the grant of a licence or renewal of a licence 

94 



Consolldaed Sri Lanka Securities Regulations 

to carry on tha business of a stockbroker orstock dealer, shall be accompanied by ­ (e)A copy of the receipt In proof of payment 
of the applicatlon fee.(a) Reports from all Bankers of the applicant


In respect of the applicant's 1inanclal
standing Insuch form as may be prescribed SC Rules 5/18/I0 
 2. - Licenseby the Council; Application Forms, Individual -(3) 
(b)Copies of the Returns of Income Tax and Every applicatlo, under section 15 of the ActWealth Tax for the two years immediately by my indMdual who Is carrying on or whopreceding, certified by the Department of Intends to catTy on the business of a stockInland Revenue; broke? or stock dealer for the grant of a 

licence as a stock broker or stock dealer and(c) Two copies of dialy completed Form 'C' every application by such l:censad stockset out in the Schedule I hereto; broker or atock dealer for a renewal of its 
(d)Where the application relates to a renewal 

licence sall be In wich form as specified InForm ' Inthe Schedea hereto.
of a licence, two copies of the Certificate of
 
Membership in a stock o.nchange; and
SC Regulations 5118/90 Schedule Form C - Individual License Application.-
Application for a Ucence/Renewal of a iUcence as a Stock Broker of a Stock Dealer by anIndividual Who is Carrying on or Who Intends to Carry on the Business of a Stock Broker or a
Stock Dealer 

To: Chairman,
 
Securities Council,
 
Colombo 

I. .............................................................. 
 of.................................. hereby apply for a
licence as a .................................. 
 under the provisions of the Securities Council Act No. 36n, 1987 and agree to undertake, inthe event of my application being accepted, to abide by theules and procedures of the Securities Council established under to the Act. 

2. The following documents are enclosed:­

(I) Two copies of the Certificate of membership in a Stock Exchange where the application
relates to a renewal of a licence. 

(2) Two copies of a certificate issued by the Stock Exchange of which I am a memberconfirming that I am sufficiently trained in stock exchange operations. 

(3) Two copies of the annexure hereto duly completed. 

(4) A report from all my Bankers in accodale with the format prescribed by the Council. 

(5) Returns of Income Tax and Wealth Tax for the years 19.../ & 19... certified by the 
Department of Inland Revenue. 

3. Iconfirm that the infomtiion supplied in the annexure to this form is correct 

4. Bank Receipt No ............. dated the ................. for Ps ........ is attached, being licence
 
fees for ...........................
 

Yours faithfully, 
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:Signature of Applicant 

Date 

Annexure to Form C 

I. Name and Address of Applicant 

....................................................
 

2..Telephone No ........................................
 
3. Nationalixt ..............................................
 
4. identity Card No ......................................
 

5. Please corrrm t At you­
(i) have never been declared insolvent or bankrupt.
(ii)are of sound financlal standing.
(iii) will lodge security in such sum as may be determined by the Minister Incharge of the 
subject of Finance having regard to the volume of tiansactions that are likely to be carried on 
by you or an equivaleni irn bank guarantee with the Colombo Securities Exchange.
(iv) have not been expellod or debarred from membership of any stock exchange licensed 
under this Act. 

6. Are you a Director on the Board of any listed company? Itso,please give details. 

7. Are you a shareholder Inany company listed with the stock exchange? Ifso, please give
details. 

8. Please name your employees who are certified by the Colombo Securities Exchange (Gte)
Ltd. as being surficiently trained Instock exchange operations (please attach certificates). 

Yours faithfully, 

Signature of Applicant 

Date 

504. MEMBER QUALIFICATION 

CSE Momorandum 5. - Members,
First - The first members of the Exchange 
shall be the signatories to the Memorandum 
and Articles of Association of the Exchange
and the first associate members of the 
Exchange shall be those admitted by the 
Executive Committee soon after 
incorporation who after the expiry of aperiod
of one year from the date of incorporation of 
the Exchange shall become members 
provided they have complied with the 
provisions of these presents. 

5(0). Any Broker desirous of becoming a 
Member of the Excharge shall sign and 
send or deliver to the Secretary of the 
Exchange hereinafter referred to, an 
application In the form of or to the effect 
following: 

To the Colombo Securities Exchange 

Gentlemen, 

We desire to become a member of the 
above Exchange and we hereby authorize 
you Inthe event of our election to enter our 
names on the Register of Members of the 
Exchange: we undertake to abide by the 
Articles of the said Exchange and Bye-Laws 
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and any other Regulations duly made c)The Board of Directors ofu ch crporationthereunder. deslgnttes Its prlncipal executive 
officers who shall exercise senior

Full Name: ........................... principal responsibility over the variousAddress: areas of the buainess of such 
corporation In such areas as the rules of.
.................................
I.............................
the Exchange may prescribe, including.................................................................. 

operation, finance and credit,................................................................

compliance with law and rules, sales,
underwriting, researchSignature .................................................. and
adm i raion. 

Date: etc: 

CSE Articles 6. - CSE Member 
Qualification - E-very applicant for 
Membership of the Exchange: 

(a) shall be a Broker as defined in Clause 2
of the Articles 

(b) shall have had experience acceptable to 
the Committee as a Stock and/or Shire 
Broker 


(c) should not have been suspended or
expelled from the Exchange any otheror 

recognised Stock Exchange 


(d) should not have had a receiving order 
made against him or bean adjudicated 
bankrupt 

Executive Committee's Right to Refuse 
Membership 

P402, CSE Member Qualification -
The Committee shall not approve a
corporation as a Member and a corporation
shall not continue as a Member unless: 
a) each director of such corporation, each 

person who controls such cormoration,
and every person which engages in a 
.se curities or kindred business and is 
,.ontrolled by or under common control 
with such corporation is an approved 
person, 

b)every principal executive officer, every 
person who is an employee designated
to trade on the Exchange, and every 
person who andsolicits services 
securl'ties business as an employee 
representative, agent or a g en t 
representative is approved by the 
Exchange as such. 

d) The corpoeation, its officers, employees,
representatives, agents, agent 
representatives and approved persons 
agree to comply with applicable rules of 
the Exchange as they exist or may be 
arnended In the future-

Control Prevention - Whenever an approved 
person of a Member fails or ceases to be so
approved, the Member shall promptly
redeem or convert to a fixed income securitysuch of its outstanding voting stock as to 
terminate that party's ability, if any, to 
exercise controlling Influence over the 
management or policies of such Member. 

For 1his purpose, each certificate of 
incorporation of a Member shall contain 
provision authorizing the Member to redeem 
or convert to a fixed Income security all or 
part of the outstanding voting stock owned 
by any person required to be approved bythe Exchange who falls or ceases to be
 
approved as may be necessary to reduce
such party's cwnership of voting stock below 
that level which enables such party to 
exercise controlling influence over the 
management or policies of such Member.
 

if the certificate of incorporation provides
that a stockholder may compel redemption, it 
must provide that without the prior written 
approval of the Exchange, the redemption 
may only be effected on a date not less than 
six months after receipt by the Member and 
the Fxch.nge of a written request for 
redemption given no sooner than six 
months after the date of original issuance of 
such shares or any predecessor snares. 

Prohibitions - Without the written approval of 
the Exchange, no Member shall: 
a) reduce its equity or debt capitaJ other than 

by loss or amend its charter, certificate of 
Incorporation, or by-laws. The 
Exchange may at any time in its 
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discretion require the Member to resore 
or increase Its capital or surplus, or both, 

b) Issue wny fixed debt In a form qualifying as 
capital of the Member, 

c) 	 mend, modify or cancel any *greprment 
made by it or any of Its stockholders 
relating to the management of the 
Momber or the Issue or transfer of 
secueflies of tho Member, 

d) redeem or repurchase any shares of Its 
stock on less than six months notice 
given to the Exchange n)t less than six 
months after the original Issuance of 
such shares or any predscessor shares, 
and shall notify the Exchange If any 
redemption or repurchase Is postponed 
because prohibited by this rule, 

e) issue smock except for cash or such otherconsderaionas te Ex ha"Weconsideration as the Exchange 
determines will not impair the financial 
responsibility and operational capability 
of such Member. 

CSE Articles 7 - CSE Refusal of 
Membership - The Executive Committee 
shall have power at its absolute discretion 
and without assigning any reason therefor 
to decline to admit any Broker to the 
Membership of the Exchange. 

CSE Articles 8.- CSE Member 
Applicant Sponsors -The application
shall be accompanied by a writing signed by 
two members of the Exchange as Proposer 
and Seconder of the applicant, 

CSE Ar.icles 9 - CSE Spwnsor 
Information - The Appliani, and his 
Proposer and Seconder shall be bound to 
give all such information regarding the 
applicant's antecedents as may be required 
of them by the Secretary and all information 
so given In pursuance of this Article shall be 
deemed privileged and confidential and no 
part thereof shall be communicated to any 
person except the members of the 
Committee. 

CSE Articles 10 - CSE Election 
Notice - On the admission of an applicant 
as a member such admission shal: be 
notified to him in writing and a copy of These 
Presents shall be sent to the applicant 
together with the B,.o-Laws or any other 
Regulations duiy made hereunder together 

with a request for payment of all monies 
required to be paid hereunder and the 
furnishing of such securities as Is hereinafter 
provided and on due compliance therewith 
the applicant shall become a member of the 

-

Exchange and bei bound by the Rules of the 
Exchange and Bye-Laws or any other 
Regulations duly made thereunder. 

CSE Articles 11 - CSE Membership 
Agreement - Every applicant on being 
notified by tho Secretary of Nis admission to 
the Exchange shall forthwith sign an 
undertaking Iro the following form and post 
the a&= to tie S sery. 

the 	 undersigned being a licensed 
Stock or Share Broker, hereby agree to 
comply with the provisions of the Articles 
and the Rules and Bye-Laws of the 
Exchange for the time being and from time 
to time." 

CSE Articles 12 - CSE Membership 
Resignation - Subject to the provisions of 
Article 20 of the Articles of Association any 
member may withdraw from the Exchange by 
giving one month's notice in writing to the 
Secretary. 

CSE Articles 13 - CSE Membership 
Rights - The rights and privileges of 
membership of the Exchange shall be 
personal to each member but shall be 
exercised by one director of such member 
from time to ti', appointed on that behalf. 
Any member shall ipso facto cease to be a 
member if for any reason it shall not be 
lawfully entitled to carry on the business of 
Brokers or if it shall be wound up or be 
liquidated. 

CSE Articles 14 - CSE Past Member 
Liability - Any conmpanywhch shall for any 
reason cease to be a member shall 
nevertheless remain liable for and shall pay 
to the Exchange all monies which at the time 
of his ceasing to be a member shall be due 
from such member to the Exchange in 
addiflon to the guarantee referred to in 
Article 16 (ii)of These Presents. 

CSE Articles 15 - CSE Member 
Subscriptions - Subscriptions to the 
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Exchange shall be such sum or sums as may 
from time to tirne be fixed by the Committee 
and shall be paid by every member as and 
when called upon so to do by the Secretary 
or such other Officer of the Exchainge duly
authorized by this purpose. 

CSE Articles 16 - CSE Member 
Entrance Fee - Every applicant joining
the Exchange after the date of Its 
incorporation shall pay by way of entrance 
fee a sum of Rupees One Hundred 
Thousand (Rs. 100,000/-) within one week 
from the data of election as a member of the 
Exchange. 

CSE Articles 17 - CSE Entrance 
Deposit - Every member shall daposit with 
the Secretary a sum of Rupees Forty
Thousand (Rs. 40,000/-) as a guarantee for 
the due observance of These Presents but 
shall be entitled to have such deposit
refunded to itat such time as the Executive 
Committee may determine subject to any
charge or deductions that may have to be 
made in terms of These Presents. 

CSE Articles 19 - CSE Foe Upon
Reelection - Inthe event of any company
being re-elected a member such company 
shall not upon such re-election be required
to pay any further entrance fee. 

CSE Articles 20 - CSE Rafunds - In 
the event of any member resigning or being
expelled from the Exchange he shall not be 
entitled to receive back any entrance fee or 
subscnption already paid. 

CSE Articles 21 - CSE Member 
Advance of Subscription 
Notwithstanding Article 15 any member who 
is elected during the currency of any period 
to which any subscription isa pplicable may at 
the discretion of the Com m ittee be required
to pay the proportion of the current period's
subscription in advance if in the opinion ofthe Secretary rt will be convenient for him so 
to Secretary ithwventh or hisoto do, and thenceforth to pay his 
subscription on being required to do so by
the Secretary in accordance with the
provisions relating thereto. 

505. PERSONNEL QUALIFICATION 

P401, Personnsl Approvals - Each 
Member, principal officer, trading attorney,
employee representative, agent, or agent
representattve of a member, and each other 
person required to be approved shall meet 
the quallfication standards of the Exchange
and be approved Inthe capacity applied for. 
P403. Principal Executives,
Officers, Trading Attorneys, Agents, 
Employee or Agent flepresentatlves 
- The Exhange shall not approve persons 
as principal executives, officers, trading 
attorneys, employee representatives, 
agents, agent represantatives or Individual 
Membersunle.sssatisfledthat 
a) the applicant has honestly submitted 

application Information as required and is 
of legal age.

b) the applicant is of good businessreputation and integrity 
c) 	 the applicant meets such other 

requirements an the Securities Council 
or Exchange may establish from time to 
time as to sponsorship, experience in 
the securities or equivalent business, 
written or oral examination of 
knowtedge, orctherwise, and 

d) such person In writing agrees to comply
with the rules of the Exchange as they
exist or may be amended. 

CSE Trading Rules I. - CSE Trading 
Attorneys, Member Representatives 
- 1.1Each member firm ofthe Exchange shall 
be vermitted to nominate not more than four 
(4) representatives on behalf of each 
member firm to operate on the Trading Floor. 

1.2 Accredited representatives shall possess 
a certificate of competence is.ued by the 
Exchange and a valid broker's licence to 
operate on the floor. 
CSE Trading Rues 2. - CSE Trading
Att or ny R ul e m en ts .-

Attorney Replacements.-
Reprlacements for a c c raetd i t e drepresentatives ;eavirng employment of 
member firms shall be nominated by member
firms after giving prior notice to the Managerf teExchanger 
of theExchange. 
2.1 Such new representatives nominated by
member firms shall not negotiate business 
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on the floor and shall function as a n 
'Observer' for at least thirty (30) market days 
before being permitted to operate on the 
floor, 

2.2 During such Interim period the 

Exchange shall conduct a tr2lnlng 
programme for the new representatlyu/s and 
require such person/s to attend such 
programmes after Trading Hours. 

2.3 Non attendance at the training 
programme by new representatives shal be 
reported to the Executive Committee who 
will take appropriate action, 

2.4 Member firms shall make arrangements 
to obtain a broker's licence for such new 
representative before the expiry of the 
interim period. 

SC Agent Guideline 1.- Agent
Registration -. Every agent of a member 
company who is permitted to solkit business 
on behalf of a member company and has
been duly approved by the Executive 
Committee, shall have his name entered In 
an 'Agents' Register' which shall bs 
maintained by the Exchange. 

SC Agent Guideline 2. -Agency 
Conditions - (a) Every agent shall, upon
selection, by a member company enter Into 
an agency appointment with the member 
company as principal. 

(b)The commission of an agent shall be one 
half of the brokerage charged to the clients 
that he introduces to his member company. 

(c) No agent shall be an employee of a 
member company and no agent shall be 
entitled to receive any of the benefits and 
entitlements that the member company 
gives or extends to its employees, whether 
such benefits or entitlements are required to 
be given or extended to employees by law 
or otherwise. 

(d) The member companies shall be 
responsible for all acts of omission and 
commission of their agents. 

P403C - Agent Indemnity - Members 
are responsible to customera without limit for 
the acts of such persons in conduct of 
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securities business, but may be indemnified 
by contract with agents for any losses arising 
from the conduct of agents or their agent
representatives. 

SCQualilcatlonAgent -(I) 3 AgentGuideline -Appointmnent: 

(a) Every member company shall supply the 
Exchange with a list of Its agents as at the 
date of the coming Into effect of these 
Guidelines or at such times as the Exchange 
may require. 

(b) A member company torminating the 
appointment of an agent shall give
Immediate notice of such termination to the 
Exchange. 
(c) Member companies shall be allowed to 
appoint agents who are approved and 
authorized by the Committee, and any 
member company desirous of appoirting an 
agent shall apply on such application form/s
that may be decided by the Committee from 
time to time. 

(d) No individual or nominee of a corporate
body shall be appointed as an ag-ant unless 
such Individual or norinee ol a corporate
body complies with the following conditions ­

(I)Acceptability - In deterrining a candidate's 
acceptability for registration the Executive 
Committee looks for evidence of­

(a) The Integrity of the candidate and a 
record of high standard of business 
conduct, as shown in the investigations and 
observations of his member company, 
employer, previous employers, edu,:ational 
Institutions attended and other relevant 
references. 

(b His potential ability to perform in a 
satLsactory Tanner the duties of an agent as 
shown by a period of specific training for 
these duties In a member company's offica 
or some equivalent office in the securities 
business. 

(1) Training - The minimum training
requirements for candidates without 
previous experience shall be one month. 
The training period may be reduced or 
waived at th3 absolute discretion of the 
Exchange if the candidate for registration 
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has had some previous exparience In the
securities business. 

During the training period, each trainee
should undertake actual 'on the job' training
In the firm, but must not deal In any 
sec iritles. 

(11)Examinations - A candidate must have 
passed, or been exemptod therefrom, such
qualifying examinations as may b e
conducted, or duly authorized to be
conducted, by the Execu.-= Committee or a
Board of Examiners appointed by the 
Executive Committee. 

The examinations will be conducted at such 
times during the year as may be determinedby the Commi~ee or the Board of Examiners 
and regulations governing s u c 
examinations may be drawn up by the 
Committee or the Board of Examiners fromtime to time. 

The examination requirements may be
waived at the absolute discretion of the 
Committee. 

SC Agent Guideline (11) - Agent
Prohibitions ­(a) An agent who shall in 
any circumstances, either directly o r
indirectty, divide or share his remuneration or 
commission, as the case may be, with any
person shall forthwith be struck off the
appropriate register by the Committee and
the member company shall render itself
liable to be dealt with by the Committee for a 
breach of the Rules & Regulations of the
Exchange if itis a party to or has knowledge
of the agent's violation, 

(b) No person shall be registered as an agent
of more than one member company. 

(c) The appointmem of unauthorised agents
is considered as a serious offence and a
violation of the Rules & Regulations of theExchange and shall be dealt with
accordingly. 

P405, CSE Member Approved
Persons - The Board shall not approve 
persons otherwise required to be approved
unless they satisfy the conditions of
sections a), 5)and dl) of the first paragraph of 
P403.
 

P404, Personnel Changes - A
Member shall promptly give notice to the 
Exchange Inwriting of.a) The death, discharge, retiement or other

termination of association of any person
who required Exchange approval,
togeter wtth the reasons therefore, 

b) dissolution of the corporationc) any material change In the stockholding of 
any spproved person

d) any proposed change in the directors or 
principal executives 

e) any proposed change In the charter, by­
iaws or other documerrms on file with the 
Exchange, or 

f) any fallure to comply with all the conditionsof approval apecified In P201. 

Each approved person shall promptly notify
h s Member of any material acquisition or 
disposition of stock of the Member. 

P406, Personnel investigation 
Authorization - Each person required tobe approved by the Exchange in any
capacity shall authorize in writing 'the 
Exchange and any agent to conduct an 
Investigation of my character, creditworthiness, ability, knowledge, business 
actvties, educational background, previous
employment and reason for termination
thereof. I authorize and request any of my
former employers and any other person to
furnish tc the Exchange and Its agents any
information they may have concerning me in
those respects and I heraby release each
such employer or person from any and all 
liability of whatsoever nature by reason of
furnishing such Information to the Exchange
and its agents. I recognize that I will be the 
subject of an investigative report ordered bythe Exchange and acknowledge that I have
been Informed of my right to request
information from the Exchange concerning
the nature and scope of the investigation
requested.' 

P407, Emp!oyaes & Agents - The
Exchange may require any information to be 
furnished by any employee or agent of aMember, or by any Member concerning such 
a person to permit it to enforce compliance
with Exchange rules. The Exchange may
discipline any such person or disapprove
his/her employment by a Member. 

Employee Investigation - Members shall 
make a thorough inquiry into the previous 
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record and reputation of persons whom they
contemplate employing, Including at least 
personal conversations with employers 
during the prior three years. 

Employee Reordis - Members shall obtain 
before employment, maintain as changes 
occur during employment, and preserve for 
at least three years after termination of 
employment the following information for 
each employee and employee
representative, agent or agent
representative: 
a) name and address, 
b) starting date of employment and dates of 

promotions or approvals to new 
responsibilities,

c) educational institutions attended with 
dates and whether graduated,

d) complete consecutive record of business 
connections for the prior ten years,
including reason for leaving each, and 
whether full or part time, 

e) any denial of approval for membership,
registration or otherwise or any 
disciplinary action or injunction or any
finding that he was a cause of a 
disciplinary action or injunction in any
securities, financial or kindred business 

f) any arrest or indictment for any felony or 
misdemeanor, except minor traffic 
violations 

g) any other names by which he has been 
known or has used,

h) whether any surety bond has ever been 
denied, revoked or surety paid because 
or such person

i) a recent photograph at employment and at 
ten year intenvals thereafter. 

P408, CSE Acceptability Hearings -
The Exchange may disapprove the 
application of a prospective Member Lr of 
any person required to be approved by the 
Exchange, or any change in status of such a 
person requiring ExchL'nge approval after 
being given the opportunity to be heard by 
an Acceptability Committme pursuant to this 
rule. 

Any applicant being considered for 
disapproval shal! be furnished with a written 
memorandum setting forth the pertinent 
information relevant to the applicant's
acceptability, including specific grounds for 
disapproval under consideration, at least 15 
calendar days before an Acceptability 
Committee is to consider the matter. The 
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applicant shall have an opportunity to reply in 
writing and to appear before the 
Acceptability Committee and present any
relevant Information or witnesses. 

An Acceptability Committee shall consist of 
three persons designated by the Chief 
Executive Officer, not excluding himself, 
from the officers and executive staff of the 
Exchange and members of the Executive 
Committee, Each Acceptability Committee 
shll designate one from among thamselves 
as Chairman. The decisions of a majority of 
the members of an Acceptability Committee 
shall be final, except subject to appeal as 
otherwise provided. 

506. DEFINITIONS 

Act 55. - Definitions - In this Act, unless 
the context otherwise requires­

'investor' means a person who invests in 
securities purchased or transacted through a 
licensed stock broker of a licensed stock 
exchange; 

'is 
ted public company means any public 

company which has its securities listed or 
quoted on a licensed stock exchange; 

listed securities' means securities of any
listed public company-, 

"securities' means debentures, stocks and 
shares in a public company or corporation, 

funds or bonds of any government or of any 
body, cororate or unincorporate, including 
any right or option in respect thereof or any 
other certificata or Interest bought or sold on 
a stock exchange; 

"stock exchange* means a market,
exchange or othor place at which securities 
are regularly offered for sale, purchase or 
exchange, Including any services
connected with such business; 

'stock broker' means any Individual or body 

corporate engaged in the business of 
buying or selling of securities on behalf of 
investors in return for a Commission; 



'stock dealer' means any individual or body
corporate engaged in the business of 
buying or selling of securities or In the 
dealing or jobibing or tracing of securities, or 
the underwriting or retailing of securities. 

P403B - Definition, Representatives 
- The term3 ",mployes representative, 
agent, agent represontative' refer to 
persons engaged in the solicitation of orders 

for the purchase or sale of securities or 
similar instruments for the accounts of 
customers or members or In the solicitation 
of management investment service on a tee 
basis by a membor. 

SC Rules 5/18/90 2. - Definition, Act 
- In these regulations- 'Act' means the
Securities Council Act, No. 36 of 1987. 

Chapter Six - Ethical Conduct
 

601. GOOD BUSINESS CONDUCT 

CSE Rules of Business Conduct 1 -
Good Business Conduct - Members 
snail adhere to good prac;ca and Just ana 
fair principles of trace in the conduct ofbusness affairs. 

P501, Good Business Practice -
Every Member and eacn employee, agent
and agent representative of a Member shall 
at all times adhere to the principles of good
business practice In the conduct of his or its 
business affairs, and shall act in a manner 
consistent with InanoinThe welfare and 

rto fImproperlyreputation of th-) Excnange. 

CSE Rules of Business Conduct 8 
Managed Accounts - Members who 
undertake to manage the investment of a 
client (wnetner or not n a discretionary
basis) snail set out in wrt:.g tne terms arc 
condrtions including: 
(a) the scope of discreticn and investment 
o ectives; 
(b) the fees to cnargec for management 
and the basis or. wrcn they are calo.ulatea: 
(c) arrangements for cuscy of securitiesand cash; 

sahmet(d) any arrangements for of interest(d)ny arngeseans 
on uninvested baiances: 
(e) arrangements for 'eportingvaluations, ant 

662. MANIPULATVE ACTVITr 

SC Rules 90 - Manipulation - i. Nc 
perssn snall create, cause -. e createc or cc anything that is cac,.ae9 t create a 

false or misleading appearance or 
impression of active trading, or a faise or 
misleading appearance or Impression with 
respect to the marKet for, or the price of any
secunties listed in a StOCK exchange. 

CSE Rules of 8tisiness Conduct 
6(b) - Manipulation - Members shall no,, 
execute or cause to be executed purchases 
of any listed security at successively higner
prices, or sales of any such security a,
successvely lower prices, for the purpose of 
creating or inducing a false, mis leading or 
artificial appearance of activity in such 
security or fcr the puroose of unduly or

influencing tne market price fcrsuch security or for the purpose of 

establishIng a price wmin does rt reflect
 
thetre stateofThemarKet nsucnisocuit.
 
SC Rules 90 20 - Wash Sales - No
 
s o shall by 20 - W as es - ao
 

person s e',y eans or Purc ases c saes
of any securites tat co not involve a 
change in the ceneflc;al ownersnip of those
 
securnties or by any fict:::ous transact;rns or
 
oe
by any other means create a false market m 
any securrt:e-s listed in a S*OOK excnange.
CSE Rules of Business Conduct 1c)C E R l s o u i e s C n u t 6 c
 
- Wash Sales - Members shall not, for tnepurpose of creating or ineucing a false crmisodn pernofatvy
ssieading apo earango of activity in a listel 

security or crea:lrg nas eoor noucing a false ormisleacing appearance witn respect to*.e 
market in s oh sacuryrrr 
i)execute any :rarsa::. in suon secur., ' 

whici inviclvs r,o cra e ;n tie benefi-aiownership ,nerec";or (2) enter any order cr
3rders for The purcnase of scn securt!tY-,
the Knowledge tnat a:7 croer or crcers 

"3"­



substantially the same size at substantially 
the same price, for the saiJe of such security, 
has oeen or will be entered by the same or 
different parties; or (3) enter any order or 
order; for the sal of any such security with 
the knowledge that an order or orders of 
substantially tho same price, for the 
purcnase of such security, has been or will 
be entered by or for the same or oifferent 
parties. 

603. PERSONAL CONDUCT 

P502, Employment Outside Member 
- Individual Members, and employees and 
employee representatives, agents and 
agent representatives of Members shall no-
create conflicts of Interest with the business 
of their Member employer by other 
emoloyment, or potential confusion by
customers as to which employer Is 
represented. For this purpose, any other 
emopoyment by such persons shall be 
recuestaed in writing and approved in writing: 
for Principal Exec(ut res of Members by the 
Exchange, and for employees and 
employee representatives, agents and 
agent representatives of members by such 
Member. Similar request and approval shall 
be required for any non-emplnyee type of 
engagement in any other business, or 
corrpensaticn by others, or financial interest 
in any other securities, financial or kindred 
business, 

CSE Rules of Business Conduct 14. 
- Exchange Employec, Gratuity or 
Compensation to - Members may not, 
without the prior written approval of the 
Governing Body, give any compensation or 
grarj'iy to any employee of the Exchange. A 
graturty shall include a gift of any nature. 

P503, Gratuities - Except with the prior 
written consent of the employer, no 
Member, member employee or employee 
representative, agent or a g e n t 
representative shall employ or compensate 
any person or give any gratuity to any 
principal, officer, or employee of the 
Exorhange, Its subsidiaries, the Securities 
Cc.ncil, another Memoer, financial 
institution, news or financial Information 
me:a, or non-member broker or dL Jar In 
securities, commodities or money 
inst,ments. 

A gift of any kind is considered a gratuity. 
Records shall be retained for at least three 
years of all such gratuities and comrpensaton 
for Inspection by the Exchange. When close 
relatives work In difforent financial 
organizations, gifts arislng from the family 
reiationihip are not subject to this rjle. 

P504, Questlonable Conduct 
Reports - Each Member shall promptly 
report to the Exchange whenever such 
member or any employee or employee 
representative, agent or agent 
representatlve: 
a) has .Io!ated any rule of the Exchange or 

any law or regulation (other than minor 
traffic violations) or has engaged In 
conduct which Is Inconsistent with just 
and equltble principles of trade or 
detrimental to the interests and welfare
of the Exchange. 

b) is the subject of any written customer 
complaint involving allegations of theft or 
misappropriation of funds or securities or 
of forgery 

c) 	 Is arrested, arraigned, Indicted, or 
convicted or pleads guilty or no contest 
to any criminal offense (other than minor 
traffic viowations) 

d) Is associated in any way witi any financial 
organization disciplined by any 
jurisdictional organization or which Is 
convicted of or pleads no contest to any 
felony or misdemeanor. 

e) is the subject of any claim for damages ora 
defendant or respondent in any civil 
litigation or arbitration which has been 
disposed of by judgement, sward or 
settlemernt for an amount cxceeoing (a 
significant amount in national currency). 

f) Is disclllned by the Member by 
suspension, termination, withhc!ding of 
compensation or fines in excess of (a 
significant amount) or any other 
significant limitation of activities for 
cause. 

Each emoloyee or r e g Ist e r e a 
representative, agent or a g e n t 
representative shall promptly report to 
his/her employer the existence of any of the 
conditions spoclfied In the prior paragrapn. 

P505, Misleading Names - No Member 
shall do business under a name found by 
the Exchange t.,, be misleading. No agent or 
agent representative shall represent that it is 
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P508, Rumor Clrcuoation - No Member 
or employee or employee representative, 
agent or agent representative thereof shallcirculate in any manner rumors of a
sensational character which might
reasonably be expected to effect market
conditions on the Exchange generally or In
particular securites. Discussion of
unsubstantiated Information published by a
widely circulated public media or the subject
of broad Inquiry within the financial 
community is not prohibited when its sourceand unsubstantiated nature are also
disclosed. Report shall be promptly made to
tho Exchange of any circumstances which
give reason to believe that any rumor or
unsubstantiated Information might have
been originated or circulated for the purpose
of influencing prices in listed securities. 

604. ACCOUNT CONDUCT 

CSE Rules of Business Conduct 4. -
Suitability of Recommendations - (a)
Members shall not recommend the purchase
of a security to a client without reasonable
grounds to believe that the recommendation 
is suitable for such client on the basis of 
information furnished by such client 
concerning the client's Investment 
objectives, financial situatiorn, a,-d needs 
and any other information Known by zu(-n
members. Members shall maintain in their
files the basis for such recommendations. 

(b) Members shall not withhold informationthat will be in the interests of the client or 
prejudicial to the interests of the client 

CSE Rules of Business Conduct 5. 

Accounts, Client - (a) Members shall not 

guarantee a client againsr loss in any

securities account of such client with the 

member or in any securities transaction
effected by the member for such client.
(b) Members shall not share directly or 
indirectly in tne profits or losses in any
account of a client with such member, 

P505, Guarantees a2nd Sharing inAccounts - No Member, employee or
employee representative, agent or agent
representative shall guarantee the payment
of a debit balance in another person's
account, or guarantee a customer against
loss, or represent that the Member will 
guarantee a customer against loss, or take or 
receive or agree tc take or recerve a share in 

the profits or losses of any customer's 
account or transaction. 

This rule does not prohibit participation in a
joint account or Investment partnership with
the prior written consent cof the Member. It
does not prohibit the sharing Inlosses after
the Member has established that the loss 
was caused Inwhole or in part by the action 
or inaction of such Member, employee or 
registered representative. 

CSE Rules of Business Conduct 3. -
Discretionary Accounts - Members shall 
not exercise any discretionary power in a
client's account to purchase or sell securities
listed on the Exchange unlss such client
has given prior written authorsation. 

P507, Discretion -No employee oremployee representative, agent or agent
representative of a Member shall exercise 
any discretionary power in a customer's 
account without the written authority of the 
customer and without first notifying and
obtaining the approval of another person
delegated by the Member with authority to 
approve the handling of such accounts. 
Every order entered on a discretionary basis 
must bo so identified on the order at the time
of entry. Such accounts shall receive 
frequent appropriate supervisory review by a
delegated person who is not exercising
such discretion pursuant to a written 
statement of supervisory procedures. 

No employee or employee representative,
 
agent or agent representative shall exercise
 
ano no Member shall permit the exercise ofdiscretion in any customer's account to 
effect purchases or saies of securities which 
are excessive in size or frequency in view of
the financial resources of such customer. 

The provisions of this rule shall not apply to
discretion as to the price at which or the time 
when an order given by a customer for the
purchase or sale of a definite amount of a 
specified security shall be executed. 

P511, Account Transfers - Upon
notice from a customer of his instruction to
transfer his account(s) or the servicing of his 
accounts from one Member to another, such
transfer shall be expedited by any carrying
Member. Upon failure of prompt transfer 
upon application of any party and 
opportunity to be heard by all parties, the 
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Exchange may direct the establishment of 
collateralized fails between the carrying
parties. 

P514. Disclosure of Conflicting 
Interest - Disclosure shall be made In 
advance of any transaction to any customer 
where a Member or soclated person has a 
conflicting interest, inciuding but not limited 
to 
a) instances where compensation is to be 
paid by the contra party 
b) instances where the broker is distributing 
or acquiring securities for a fee, or receiving 
a fee 
c) positions are held by the broker 

605. REGULATORY INFORMATION 
PRIVACY 

P509, Privacy of Regulatory 
Information - The Exchange, Members, 
employees or employee representatives, 
agents or agent represerltatives thereof 
shall maintain the privacy of all financial and 
other competitive Information obtained in 
their capacity as regulators and servicers of 
securities business, except in response to 
process of law or Exchange rule. Matters -t 
such privacy which may merit attention of the 
Committee shall be first reported by the 
Exchange Chief Executive Officer to the 
Chairman or a designated Committee 
Member who is not representing Members 
for decision on the extent of such 
information to be reported to the Committee. 
Otherwise Committee Members are not 
entitled to access to private financial and 
competitive information obtained by the 
Exchange. This rule does not apply to 
communication between Members 
concerning accounts introduced by one 
Mamber to another Member. 

CSE Rules of Business Conduct 
2(b) - Trade Information Privacy -
Members of the Governing Body may not 
give instructions or question officers of the 
Exchange on matters relating to transactions 
in securities In which they or the company/ 
body corporate they represent have any 
Interest. 

606. NEW ISSUES 
P512, Fair Corporate Financing -

Members shall not particpate in any 
distribution of securities when the 
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underwritingl or other arrangenments in 
connection with or related to the distribution, 
or the terms a.-Id conditions relating thereto, 
are unfair or urweasonable. 

P513, Free Riding and Withholding -
A Member and Its associated persons shall 
not fall to mrke a bona-fde public 
distribution of a public offering which is 
expected to or does trade at a premium in 
the secondauy market whenever such 
secondary market begins. Members and 
associad parties sal 
a) not continue to hold any such securities 

acquired by underwriting or otherwise in 
own account(s)

b) not sell any such security to any person 
ssocited with any broker/dealer; or to 

any senior officer or person trading or 
brokering securities or influencing 
securities trading or brokering for any 
financial institution: or to any finder in 
respect to the public offering; or to any 
fiduciary to the managing underwriter or 
the issuer such as attorneys, 
accountants and financial consultants; or 
any member of the immediate family of 
any such person to which such person 
contributes support; or to any 
broker/dealer, bank or other conduit 
without assurance that such purchase is 
not for such prohibited parties. 

c) except that sales are not prohibited to 
such parties where both the aggregate 
sold to such parties and the amount to 
each Individual is insubstantial and not 
disproportionate as compared to sales to 
members of the public and in 
accordance with the normal investment 
practice of the purchasers. 

607. INSIDER DEALING 

Also See Insider Dealing in Listing Chapter. 

Act 32(1). Insider Dealing, Own 
Company - Subject to the provision of 
subsection (8), an individual who is, or at any
time during the six months immediately 
preceding the appointed date has been, 
knowingly connected with a company shall 
not trade In listed securities of that company 

if he has information which­

(a) he holds by virtue of being connected 

with the company, 
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(b) it would be reasonable to expect a person so connected and in the position by
'Irtue of which he Is so connected, not to 
disclose except for the prope, performance
of the functlons attaching to that position;
and 

(c) he knows is unpublished pricq sensitive 
information in relation to those securties. 

Act 32(2). Insider Deallnq.
Associated Company - Subject to the 
provisions of subsections (8) and (9), an 
individual who is or at any time In the six 
months Immediately preceding the 
appointed date has boon knowingly
connected with a company shall not trade in
listed securities of any other company if he 
has information which-

(a) he holds by virtue of being connected 
with the first mentioned company; 

(b) it would be reasonable to expect a 
person so connected and in the position by
virtue of which he is so connected to 
disclose except for the proper performance 
of the functions attaching to that position; 

(c) he knows is unpublished price sensitive 
information in relation to those securities of 
that other company;, and 

(d) relates to any transaction whether actual 
or contemplated, involving both the first 
mentioned company and that other 
company or involving one of them and 
secunties of the other or to the fact that any
such transaction is no longer contemplated, 

Act 32(3). Insider Dealing,
Privileged Party - Subject to the 
provisions of subsections (8) and (9) where-

(a) any individual has information which he 
knowingly obtained, whether directly or 
indirectly, from another individual who is 
connected with a particular company, or was 
at any time in the six months immediately
preceding the date of obtaining of the 
information so connected and who the 
former individual knows or has reasonable 
cause to believe, held the information by 
virtue of being so connected; and 

(b) the former Individual knows or has 
reasonable cause to believe that. because 
of the latter's connection and position, it 
would be reasonable to except him not to 
disclose the Information except for the 
proper performance of the functions
attachlng to that position, 

then, the former lndMdual­

(I) shall not himself trade In listed securities 
f that company if he knows that the 

Information is unpublished price sensitive 
Information In relation to those securities; 
and 

(il) shall not himself trade 'n listed s3curities 
of any other company if he knows that thti 
information is unpublished price sensitive
informaJon in relation to those securities and 
it relates '.o any transaction whether actual or 
contemplated. involving the first mentioned 
company and the other company or 
involving one of them and securities of the 
other or to the fact that any such transaction 
is no iongm; contemplated. 

Act 32(4). Insider Dealing, Take overs - Subject to the provisions of 
subsections (8) and (9) where an individual is 
contemplating or has contemplated, making, 
whether with nr without another perscn, atakeover offer for a company in a particular
capacity, that individual shall not trade in 
listed securities of that company in another 
capacity if he knows that the information that 
the offer is contemplated or is no longer
contemplated is unpublished price sensitive 
Information in relation to those securities. 

Act 32(5). Insider Dealing, Third 
Parties - Subject to the provisions of 
subsections (8) and (9) where an individual
has knowingly obtained, whether directly or 
indirectly, from an individual to whom the 
provisions of subsection (4) apply,
information that the offer referred to in 
subsection (4) is being contemplated or is 
no longer contemplated the first mentioned 
individual shall not himself trade in listed 
securities of that company if he knows that 
the information is unpublished price 
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sansitive information In relation to those 
securities. 

Act 32(6. insider Dealing, Advlm to 
Others - Subject to the provisions of 
subsections (8) and (9) an Individual who Is 
for the time being prohibited by any
provision of this section from tiading in listed 
securities shall not counsel or procure any 
other person to deal In t'hose securities, 
knowing or having reasonable cause to 
believe that person would trade In such 
listed securities. 

Act 32(7). Insider Dealing. Advice to 
Counselors - Subject to the provisions of 
subse!:tions (8) and (9), an individual who is 
for the time being prohibited as aforesaid 
from trading In listed securities by reason of 
his having any information, s;iall not 
communicate that irformation to any other 
person Ifhe knows or has reasonable cause 
to believe that or some other person will 
make use of the information for the purpose 
of counseling or procuring any other person 
to trade in such listed securties, 

Act 32(8). - Insider Dealing, 
Exclusions - The provisions of this 
section shall not prohibit an individual by 
reason of his having any information from-

(a) doing any particular thing otherwise than 
with the view to the making of a profit or the 
avoidance of a loss, whether for himself or 
another person by the use of that 
information; 

(b) entering into a transaction in the course 
of the exercise in good faith of his functions 
as liquidator, receiver, or trustee in 
bankruptcy-, or 

(c) doing any particular thing if the 
information was-

(i) obtained by him in the course of the 
business of a stock broker or a stock dealer 
in which he was engaged or employed; and 

(ii) of a description which it would be 
reasonable to expect him to obtain in the 
ordinary course of that business, 

and he does that thing in good fith In the 
course of that business. 

(9) And individual shll not, by reason only 
of having Information relanting to any 
particular transaction, be prohibited­

(a) by the provisions of subsection (2), 
paragraph (i) of subsection (3), subsection 
(4) or subsection (5) from trading in listed 
securities; or 

(b) by the provisions of subsection (6) or 
subsection (7) from doing any other thing In 
relation to listed securities which he Is 
prohibited from trading in by any of the 
provisions referred to in paragraph (a), 

Ifhe does that thing in order to facilitate the 
competition or carrying out of the 
transaction. 

Act 32(10). Insider Dealing, 
Trustees - Where a trustee or legal 
representative, or where a trustee or legal
representative is a body corporate, an 
individual acting on behalf of that trustee or 
legal representative, who, apart from the 
provisions of paragraph (a) of subsection (8)
would be prohibited by the provisions of this 
section from counseling or procuring any 
other person to trade in listed securities,
i'ades in those listed securities, or counsels 
or procures any other person to trade in 
them, he shall be presumed to have acted as 
referred to In that paragraph Ifhe acted on 
the advice of a person who­

(a) appoared to him to be an appropriate 
person from whom to seek such advice; and 

(b) did not appear to him to be prohibited by 
this section from dealing in those securities. 

Act 33(0) Insider Trading, Public 
Servants - The provision of this section 
shall apply to any Information which­

(a) is held by a public servant or former public 
servant by virtue of his position or former 
position as a public servant or is knowingly 
obtained by an individual (directly or 
indirectly) from a public servant or former 
public servant who he knows or has 
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reasonable cause to believe, held theinformation by virtue of any such poson; 

(b) It would be reasonable to expect an
individual In the position of the public
servant or former po: lon of the former 
public servant not to disclose except for theproper performance of the functions 
attaching to that poi:ton; and 

(c) the Individual holding It knows, Is
unpublished price s,,nsitive information In
relation to listed securities of a particular 
company (hereafter inthis section referred 
to as 'relevant sscurities'). 

(2) The provisions of this section shall apply
!-) a public servant or former public servant 
holding information to which this section 
applies and to any individual who knowingly
obtained any such information (directly or
indirectly) from a public servant or former 
public st, .ant who, that individual knows or 
has reasonable cause to believe, held the 
information by virtue of his position or formewr 
position as a public servant. 

(3) An individual to whom the provisions of
this section apply-

(a) shall not trade iii any relevant securities; 

(b) shall not counsel or procure any other 
person to trade in any such re evant 
securities, knowing or having reasonable 
cause to believe that other person would 

trade in them; and 


(c) shall not communicate to any other 
person the information held or, as the case 
may be, obtained by him as referred to in 
subsection (2) if he knows or has reasonable 
cause to believe that that or some other 
person will make use of that information for 
the purpose of counseling or procurog any
other person to trade in such relevant 
securities. 

(4) An individual shall not, by reason only of 
having information relating to a particular 
transaction, be prohibited by any provision
of this section from doing anything, if he 
does that thing in order to facilitate the 
completion or ca.'ying out of the transaction 

Lanka Secur es -'EC iatlons 

Act 34 - Inider Trading Definitions, 

Connected with a Company - (1) For the 
purposes of this Pat of this Act, an Individual 
Isconnected with a company If,and only if­

(a) he is a director of that company or a 
related company; or 

(b) he occupies a position as an officer 
(other than director) or amployse of that 
company or a related company or a position
Involving a professional or business 
relationship between himself (or his 
employer or a company of whic' .he Is adirector) and the first company or a related 
company which in either case may
reasonably be expected to give him access 
to information which, in ralation to listed 
securities of either company, is unpublished
price sensitive information and which it 
would be reasonable to expect (a person in 
his position not to disclose except) for the 
proper performance (,f his function. 

Unpublished Price Sensitive Information (2)Any reference in this Part of this Act to
unpublished price sensitive Information' In 

relation to any listed securities of any
company is a reference to Information which­

(a) relates to specific matters relating, or of 
concern, (directly or indirectly) to that 
company that is to say, is not of a general 
nature relating or of concern to that 
company; and 

(b) is not generally known to those parsons
who are accustomed or wouid be likely to 
deal in those listed securities but which 
would if it were generally known to them be 
likely to affeci materially the price of those 
securities. 

(3) Inthis Part ot this Act except where the 
context otherwise requires­

company' means a listed public company
within the meaning of this Act; 

related company', in relation to any 
company means any body corporate whinh .s 
that company's subsidiary associate or 
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holding company, or a subsidiary of that 
company's holding company;, 

"take-over offer for a company' means an 
offer made to all the holders ,torall holders 
other than tha person making the offer and 
his nominees) of the shares In the company 
to acquire those shares or a specified 
proportion of them, or to all the holders, or all 
the holders other than the person makJng 
the offer and his nominees, of a particular 
class of those shares to acquire the shares 
of that class or specified proportion of them. 

Act 47. - Securities Council 
Personnel & Penal Code - All member, 
officers and servants of the Council shall be 
deemed to be public servants within the 
meaning and for the purposes of the Penal 
Code. 

Act 48. - Securities Council & 
Bribery Act - The Council shall be 
deemed to be a Scheduled institution within 
the meaning of the Bribery Act, and the 
provisions of that Act shall be construed 
accordingly. 

CSE Rule of Business Conduct 15 -
Personnel Related Company Activity 
- All directors and employees of member 
firms shall file a report not later than ten 
market days after the happening of the 
event. 

All management or board level Interest in any 
quoted company or a company associated 
with or a subsidiary of a quoted company by
the director or employee or by any member 
of his or her immediate family (spouse and 
minor children) 

All directorr, and employees of member firms 
are required to file a report not later than ten 
market days after the end of each calendar 
quarter as to: 

All shares held bytthe individusl director or 
employee In quoted compan'ies. They shall 
cover any shares as above held in trust 
by/for said individual or held by members of 

'his/er immediate familyasstr ° -in1 
above. 


608. COMMUNICATIONS WITH
 
PUBLIC
 

SC Guidelines 2. - Definitions - (f) 
"Advertsement" means any material for use 
in any newspaper or magazine or other 
public medium or by radio, telephone, 
recording or television. 

(g) *Sales Literature' mears printed or 
procesaed matulal detailing the facilities and 
sefvcs offered by a member company or its 
personnel to the public. 

SC Guidelines 8. - Advertising and 
Articles In Public Media ­

(a) No member company shall: 

(I) publish or broadcast any material which is 
not of a strictly legitimate business character 
or any material which may be in the opinion 
of the stock exchange, detrimental to the 
Interest of the ctock exchange generally or 
any of the member companies In particular. 

(2) allow its name to be included in an 
advertisement containing a list of member
companies of the stock exchange unless 
the list Includes the names of all member 
companies or the prior approval of the stock 
c hane s be n o a. 

exchange has been obtained. 
(b) All advertisements and sales literature 
issued by a member company shall be 
approved in advance by the Board of 
Directors of the company. 

It shall be the responsibility of the Board of 
Directors of the member company to ensure 
that all advertisements and publicity 

materials:
 

(1)are designed to advertise the member
 
company and its willingness to seek the 
custom of the public and not to attack, 
offend or discredit other member companies
and !nstitutions directly or by implication. 

(2) do not contain claims that are 
unwarranted, exaggerated or Incapable of 
substantiation. No claims or comparisons 
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which are misleading about expertise or 
service may be Included. 

(3) are truul, factual, accurate and Ingord
taste, 

(4) are not of a character which would be 
likely to bring the stock exchange or Its 
member companies into disrepute. 

(5) are written Insuch a way so #3 not to
prejudice the Interests of the Investing
public or retard or distort the proper
development of thu capital market, 

(c) Member companies shall b- responsiblefor the accuracy and contents of their 
advertisements and sale literature and if 
required by the stock exchange must be
able to justify contents.eblerompustiy thethe ontoen Where a a) confined to a specific universe that can beWrea ofully isolated and circumscribed and thatmember company is found to be in breach of 
this regulation, the stock exchange shall
have the power to require the member 
company to refer to it all future 
advertisements and sale literature for prior
approval. Inany review of advertisement or
publicity material, the stock exchange
cannot be hold responsible for the accuracyand completeness of factual information northe opinions held or alleged objectives of 

the member companyl 


P510, Communicationn with thePublicPublic -ommuitionTraditional wstand 0ofas- standardss t 
truthfulness and good taste shall apply to 
any form of communication by Members,
their employees and emp I oye e 
representatives, agents agentor
representatives. Specifically prohibited are: 
a) any untrue statement or omission of amaterial fact or communicaticn which is

otherwise false or misleading,
b) promises of specific results, exaggerated 

or unvrarranted claims,
c) opinions for which there isno reasonablebasis, or
d) projections or forecast of future eventswh proeosnot fclas ofafuued swhich are not clearly labeled as such. 

Recommendations (even though not 
labeled as such) must have a basis which can 
be substantiated as reasonable. Whenrecommending a purchase or sale or switch 
of specific securities, supporting information 
must be provid'id or offered. The market 

price at the time of recommendation is made 
must be Indicated. 

DlscLosure shall be made (excluding
extemporary Interviews) In recommending
purchase or sale of specific securities Ifthe 
Member usually makes a market In such 
scurty or the transaction Is to be on aprincipal basis with the Member, or theMember was manager or co-manager of the 
most recint public offering of the Issuer, or ifany director or principal executive of the
Member or It~ employees preparing the 
communication have positions in securities 
or options of the Issuer or is a director of 
such Isuer. 

Performance records or statistics of past
recommendations or actual transactions of
the Member shall be balanced and 

coveis at least the most recent 12­
munth period,

b) Include the date and price of each initia! 
recommendation or 'ransaction and end 
of period when liquidation was first 
recommended or effected. Such detail 
may bo summarized, averaged or 
offered rather ".anprovided providedthat there Isincluded the total number ofitems recommended or transacted, the 
number that advanced or declined and an offer of the complete Information on 

)request.c) disclose relevant costs and all materialm tosu.idfranaiain 
d)Indicate gersra market conditions during

the period covered and any comparison
to an overall market indicator such as an 
index arevalid,

e) that the results presented should not and 
cannot be viewed as an indicator of
future performance, and

f) documents and working papers on which 
trc dIsrbasedar r n for 

the record Is based are retained for 
Exchange review for at least three years. 

Projectionsand predictions must contain thebases or assumptions upon which they aremade and offer the bases and assumptions 

of such materials used. 
Comparisons with a Member's service, 

personnel, facilities or charges with those of
others must be factually supportable. 
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Datina of reports sal be appropriate with 
identification of any significant information 
which is not reasonably current 

S o u r ce s shall be disclosed o f 
communications not prepared under the 
direct supervision of the Member. 

Testimonials concerning the quality of 
investment advice must make cear that such 
statement may not be representative of the 
experience of other clients and Is not 
indicative of future performance or success. 

If more than a nominal sum is paid for the 
testimonial, the fact that It is a paid
testimonial shall be indicated. If the 
testimonial concerns a technical Aspect of 
Investing, the person testifying must have 
knowledge and experience to form a valid 
opinion. 

Exchange review of al or particular 
communcations with the public by Members 
in advance of or followhig publication may be 
required by the Exchange. 

Chapter Seven - Suprrviskin and Control 

701. SUPERVISION OF BUSINESS 

CSE Rules of Business Conduct 2. -
Compliance by Personnel - (a) 
Members shall establish, maintain and 
enforce procedures which will enable them 
to supervise properly the activities of their 
employees to assure compliance with the 
Securities Coun:il Act, Rules and 
Regulations promulgated thereunder and 
with the By-laws, Rules and Regulations of 
f me 	 Exchange. 

P601, Business Supervision - a) 
Each office, department or business activity
of a Member shall be under the supervision 
and control of the Member establishing it 
and of the personnel delegated such 
authority and responsibility. Each person, 
employed as an agent or agent 
representative and each office ant. 
department of an agent conducting any
securities busines.s shall be by contract 
subject to control and inspection of Its 
securities business by the Member or tho 
Exchange. 

The person in charge of a group of 
employees or employee representatives, 
agents and agent representative. shall 
reasonably discharge his duties and 
obligations in connection with supervision
and control of the activities of those persons 
related to the business of the Member and 
compliance with securities laws and 
regulations, 

b) The directors of each Member shall 
provide for appropriate supervisory control 
and shall designate a chief oxecutive officer 
to assume overall authority and responsibility 
for internal supervision and control of the 
organization and compliance vith securities 
law and regulation. This person shall: 
(1) 	delegate to qualified employees 

responsibility and authority for 
supervision and control of each office, 
department or business activity, and 
provide for appropriate procedures of 
supervision and control. 

(2) establish a separate .,ystem o! follow-up 
and review to dmtorm~ne that the 
delegated authority and responsibility is 
being properly exercised. 

c) The prior consent of the Exchange shall 
be abtained for each office established by a 
Member other than the main office, by a 
showing that proper supervision and 
financing for the office and business to be 
produced is available. 

d) Qualified persons acceptable to the 
Exchange shall be in charge of any office of 
a Member, any regional or other group of 
offices, any sales department or activity.Any 
person who is a candidate for acceptability 
under 4ths rule should have a creditable 
record as a registered representative or 
equivalent experience, and Is t o 
demonstrate in such other manner as the 
exchange may determine that he has the 
knowledge and competence to supervise 
the proposed activity. 
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e) the amounts and types of credit extended 
or guaranteed by a Member shall be 
supervised by employees qualified by
experience for such control In the types ofbusiness for which credit Is extended. 

f) Duties of supervisors of employee
representatives, agents and agent
representatives ordinarily should Include at
least approval of new accounts snd review of
correspondcnce of employee
representatves, agents and agent
representatives, transactions, and customer 
accounts. Appropriate records should be
maintained evidencing the carrying out of
supervisory responsibilitles such as a written 
statement of the supervisory procedures
currently In effect and Initialling ofcorresponde',ce, transactions, blotters or 
statements reviewed in the supervisory 
process. 

g) Members shall provide for the supervision
and control of each general ledgerbookkeeping account and account of like
function on the basis specified in P353. 

P602, Offices - shail be physically
located or organized in such a way as toeliminate any confusion by customers as to
the entity with which they are doing
business. 

702. KNOW YOUR CUSTOMER 

P603, Diligence as to Accounts -
Every Member is required through a principal
executive or person designated under theprovisions of P300 to 
a)Use due diliqence to learn the essential 

facts relative to every customer, every
order, every cash or credit account 
accepted or carried by or for such 
Member and every person holding 
power of attorney over any such 
account. 

b) Supervise diliently all accounts handled
by employee representatives, agents
and agent representatives of the 
Member 

c) Specifically approve the opening cf an 
account prior to or promptly after the 
completion of any transaction for theaccount of or with a customer. The 
person approving the account shall be 
personally informed as to the essential 
facts relative to the customer and io the 
nature of the proposed account and 
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shall Indicate approval In writing on a
document which is part of t h e 
permanent records of the Member. 

For a credit (margin) account of a non­
member corporation, definite knowledgeshould be had that the corporation haws the
rIght under Its Charter and By-laws to 
engage In credit transactions for its own 
account m'nd that the persons from whom
ordersare received are duly autwrized to so 
act by the corporation. Copies of the 
corporate charter, by-laws and authortzations 
are advisable, otherwise the Member should
file a signed memorandum of reasons for
believing that credit transactions are legal
and uthorized. 

For a cash account of a non-member 
corporation, the Member should assure itself
through a principal officer of the corporation 
that the person entering orders has the
authority to do so. 

For an agency account, the name of the
principal for whom the agent Is acting and 
written evidence of the agent's authority
should be obtained. 

For estate and trustee accounts, Members 
should have counsel's advice as to 
documents to be obtained. 

Information as to citizenship of a customer is 
n aessental fact. 

703. ACCOUNT SUPERVISION 

P6.4. Account Name - No Member shall 
carry or guarantea an account in the name of 
a person other than that of the customer, 
except that an account may be desigrated
by a number or symbol provided that the
Member has on file a written statement 
signed by the customer attesting the 
ownership of the account. 

CSE Rules of Business Conduct 
6(a). Employee Trades - Members shall 
not transact any securities business for the 
account of an employee or in which an 
employee has any direct or indirect interest. 

P605, Employee Accounts - No
Member shall carry or guarantee an account 
or effect a transaction, withcut the prior
written consent of the enployer, io which an
employee, agent or agent representative of 
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another Member, or an employee of the 
Exchange, its subsidiaries or the Securities 
Council is directly or indirectly Interested. 

Duplicate reports and statements shall be 

sent promptly to the employer, attention of a 

de,.;gaated principal executive, other than
 
t*j interested employee. 


No Member shall carry or guarantee a credit 

(margin) account or transaction, wrtho4vt th. 

prior written consent of the employer, In 

which an employee of a financial Institution 

or business is directly or Indirectly

interested. 

No employee, agent or agent representative
of a Member and no employee of the 
Exchange, or its subsidiaries shall open an 
account or enter orders for transactions with 
other Members, r~on-nmmber broker/dealers 
or banks without the prior written consent of 
a principal executive other than himself 
designated to sign such consents, and shall 
arrange for duplicate confirmations and 
statements to be sent to such person. 

704. COMMUNICATION WITH 

PUBLIC 


P606, Public Communications - Any
communication generally distributed or 
made available by a Member to customers or 
the public shall be approved in advance by a 
principal officer or other delegated person
qualified for such supervision. Such 
communication includes but is not limited to 
advertisements, market letters, research 
reports, books, sales literature, electronic 
communications of like content, 
communications with or by means of the 
media, and wires or memoranda to branches, 
employees or employee representatives, 
agents and agent representatives which are 

Chapter Eight - Financial & 

801. CAPITAL REQUIRED 

P701, Member Capital Required -A 
Member introducing all accounts on a 
disclosed basis to the Settlement Agency
shall maintain net worth of Rs 1million. 

shown or distributed to customers or the 
public. Letters containing investment advice 
or Information by employee representatives, 
agents and agent representatives shall also
be reviewed In advance of mailing by a 
competent delegated person. 

P606B - Deflnltions. Research 
Renorts - Research reDort are generaliy
defined as an analysis of Individual 
companies, industries, market conditions, 
securities or other Investment vehicles 
which provide Information reason-bly
sufficient upon which to base an Investment 
decision, and shall be prepared and then 
approved by different IndMduals competentfor such preparation and the supervision
thereof. Supervision may be by employees
of the Member oi part time competent
consultants retained for that purpose.
When in Sri Lanka securities analysis
becomes a developed professioin, the 
Exchange shall establish qualification
standards for supervisory analysts and 
require approval of research reports by such 
persons. Basic analysis in resqaruh reports 
by a person without technical expertise in 
some areas of the report shall be co­
approved by a product specialist so 
qualified. 

For this purpose approval of the Exchange
of spedIfic arrangements shall be required
for any office jointly occupied with any other 
business. Acceptable methods of 
differentiation of businesses in joint tenancy
include ceiling high or partial walls with 
prominent signage at entrances, wearing of 
badges by employees, barring of any 
customers from the space, different 
telephone numbers, and no stationery or 
advertising showing both organizations. 

Operational Responsibility 

A Member carrying customer or proprietary
accounts and settling exchange transactions 
shall at all times mantain minimum net capitalequal to the greater of Rs 1 million or 7 
percent of aggregate debit items computed
with the Formula for Determination of 
Reserve Requirements for such Members 
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below. The 7% requirement shall be subject
to adjustment by the Executive Committee 
as experience with this requirement Is 
gained. 

The term net capital means the net worth of 
thi Member adjusted by
a) adding or deducting unroalized proits or 

losses with all long ar short security
positions narked otheir mrket value,

b)excluding liabilities subordinated pursuant 
to a satisfactory subnrdlnation 
agreement approved by tfj Exchange,c) deducting fixed assets arva other assets 
not readily converibL 'co cash such as 
real estate, furniture and fixtures,
exchange fees not amortized; prepaid
items, goodwill; unsecured or partially
secured advances, loans, customer and 
other accounts; fixed bank accounts not
callable (usable) within 10 business 
days, assets doubtful of collection,

d) deducting the market value of all short 
security differences unresolved 14 days
after discovery, and the market value of 
any long securities differences sold 
before adequately resolved less any 
reserves established therefore,

e) Deducting for securities or money market
instruments in the proprietary or other 
accounts of the Member 5 % of the 
narket value of any security issued ortquaranteed by the government of Sri 
.anka, 30 % of the market value of any
iisted security up to the quantity which is 
readily marketable at a 10% discount,
and 100% for all other securities (Lesser
deductions will be allowed foe securities 
accepted as adequate collateral by a 
bank at the percentage loaned by the 
bank, or where a ready market on a 
foreign Exchange and currency
convertibility can be demonstrated),

f) deducting the amount of cash required in 
each carried or guaranteed account of a 
customer, employee or registered
representative needed to meet the 
maintenance requirement of the 
Exchange for credit exten3ion accounts 
and outstanding five business days or more. 

P702, Capital, Aggregate
Indebtedness Formula Add- the
following: 

1. Amount of customers' money balances 
required to be hold In separate bank 
accounts. 

2. Moneys borrowed collateralized by
customer securities. 

3. Contract values of customer securities 
purchased by open exchange contract and 
funds not yet received from buying
customer or securities not received in good
ds~veyformfrom lUrg custormer. 

4. Moneys payable against customer 
securitles loaned. 

5. Market value of stock dividends, splits
and similar distributions receivable 
outstanding more than 30 days. 

6. Market value of securities in transfer more 
than 40 calendar days and not confirmed as 
in process by issuer or transfer agent during
that time. 

7. Unsecured and unsubordinated bank 
overdrafts and borrowings from banks or 
others. 

8. Drafts or checks not yet reflected In any
bank balances. 

P705, Capital, Subordinated - Loans 
of tc a Membf r may be subordinated to the
claims of all creditors through a form supplied
by the Exchange of an agreement for cash 
or secured demand note collateralized by
securities, and requiring Exchange approval

In order to be credited as capital of the
 
Member. Such subordinations by others
 
than principal executives and approved
 
persons of the Member shall not 
 exceed700/aof total capital allowed as the net worth
of the Member in computation of capital for a 
period of not longer than 90 days or such 
longer period as the Exchange upon
application of the Member determines to be 
in the public interest or for the protection of 
investors. 

For the purpose of increasing a Member's 
protection of customers and the Settlement
Agency, a Member may enter into 
subordination agreements which are not
allowed as good capital, placing at the risk of 
the business margin accounts, securities, 
collateral in excess of face value of secured 
demand notes, personal accounts, and the 
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like. Such subordinations must be in a form 
acceptable to and filed with the Exchange 
and shown separately in finanLial statements 
and similar documents, 

NYSE forms of subordination are available 
for adaptation to Ue law ofSri LankaL 

P706. Capital Withdrawal - No equity 
capital may be withdrawn by action of a 
stockholder or through payment of 
dividends or other distribution, nor may any 
loan be made to a stockholder or employee 
or registered representative i, after giving 
effect thereto and to any other such 
withdrawals, advances, loans, and any 
payment or payment obligations under 
satisfactory subordination agreements which 
are scheduled to occur within six months 
following such time, either its net capital
should fail to equal 150% of that required. 

P707, Capital Decline - A Member shah 
forthwith notify the Exchange if its net capital 
after deduction of all capital withdrawals 
incluoing maturities. if any, scheduled during 
the next six months falls below 150% of that 
required by Rule. 

P708, Special Capital Requirement -
The Exchange may at any time or from time 
to time with respect to a particular Member or 
all Members, or new Members prescribe
greater net capital requirements than those 
prescribed by Rule, including more stringent 
treatment of Items in computing net capital or 
net worth. 

P709, Capital, Restriction -TheP709 CaptalResricton -The 

exchange may restrict growth of business or 
require business reduction by a member 
whose not capital is less than 15 0 % of Its 
capital requirement by Rule, or for whom the 
deduction of capital withdrawals including 
maturities scheduled during the next six 
months would so result, or whe records of 
customer accounts and securities 
transactions are materially deficient in 
accuracy and currency. 

P710, Loan and Advance Restriction 

- No drawing, unsecured or partially secured 
loans or advances of funds shall be made by 
a Member to any associated or approved 
party or parties associated with approved 
persons, except with prior written approval of 
the Exchange, when the Member's net 
capital is loss than 150% of its capital 

requirement or the deduction of capital
withdrawals Including maturitie. scheduled 
during the next six months would so result, 
or the Exchange restricts the member 
organization. 

Except with the prior written apprnval of the 
Exchange, a Member which has ot tstanding 
any such obligations by such paities shall 
forthwith reduce or eliminate such 
obllgatlorns from such borrowers or 
otherwise restore its net capital to the point 
where It Is less than 150% of its capital 
requirement under P355 or the deduction of 
capital withdrawals including maturities 
scheduled during the next six months would 
so result, or the Exchange restricts the 
member organization 

P711, Capital Financing 
Arrangements - No Member shall 
consummate a sale or financing arrangement 
intended to Improve its capital computation
before submitting related documentation to 
the Exchange for approval. Such events 
include sale and leasebacks of any assets, 
sale or factoring or financing of unsecured 
accounts receivable, loans by a bank upon
collp,teral otherwise deemed not readily 
marketable, etc. 

802. SECURITY DEPOSIT 

Act Schedule Part II (section 18) (e)
Security Deposit - Security 

Requirement for Member brokers anddealers - the applicant company has lodged 

security on such sum as may be required by 
the Minister, having regard to the value of 
transactions that are likely to be carded on by 
such applicant or an equivalent In bank 
guarantee with a stock exchange licensed 
under the provisions of t-0 Act. 

Act Schedule Part III (section 18) (d)Security
Requirement for individual stock brokers or 
dealers - the appf cant has lodged security insuch sum as may be determined by the 

Minister, having regard to the value of 
transactions that are likely to be carried on by 
such applicant or an equivalent In bank 
guarantee with a stock exchange licensed 
under this Act and 
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SC Rules 90 3 - Security DepositProof - 3. Where the Council requests, a
stock exchange shall forward to such 
Council, the relevant documents In proof of 
the fact that security of a bank gurt h 
been lodged with such stock exchange by 
every stockbroker or stock dealer who Is amember of such stock exchange. 

CSE Article 18(l) - Security Deposit -
Every member shall furnish security of the 
nature hereinafter specifled for the payment 
of any monies which may at any tirme In the
opinion of the Committee be or become due 
by such member to the Exchange or any
other member or members of the Exchange 
or client or clients of such member and the 
decision of the Committee whether upon an 
arbitration under Article 59 or otherwise and 
the decision of the Committee that any
monies are due or payable by such member 
either in Law or in accordance with the 
customs and usage of and amongst Brokers 
to the Exchange or to any other member or 
members shall be final and conclusive as 
between such member and his surety and 
the sureties on the one hand and the
exchange orand such other member 

members on the other hand. 


(ii) The security to be furnished shall be:-

(a) Rupees Two Hundred and Fifty 
Thousand (Rs.250,00/-) by the first 

members and such associate members 
as 

are admitted prior to such date as 
may be 

determined by the Executive Committee. 


(b) Rupees One Million (Rs. 1,000,000/-) by 
any other member admitted after such date 
as may be determined by the Executive 
Committee. Provided that any company 
which is admrtted as an associate member ofthe Exchange after the date referred to in 
Article 18 (ii) (a) shall be liable to furnish 
security initially in a sum of Rupees Two 
Hundred and Fifty Thousand (Rs.250,000/-) 
but on admission as full member shall be 
bound to furnish a further security of 
Rupees Two Hundred and Fifty Thousand (r.
250,000/-) 

(iii) he security To be furnished under the 
provisions of Article 18 (ii)shall be either 

() Government Securities of a market value 
equivalent to the amount of the security to 
be furnished and such securities shall be
transferred In and registered In the name of 
theExchange. 

(b) A guarantee fm a Bank for the 

appropriate amount In such form as the 
Exchange shall require and shall renew the 
guarntee from time to time. 

(lv) Where a member has furnished as 
security Government Securities, such 
member shall if the market value of such 
securities fall below the value for which 
securities is required (a) forthwith furnish and 
secure to the Exchange such further 
Government Securities as shall be required 
to make up the security to the required 
amount and (b) transfer such further 
Government Securities to the Exchange and 
sign such documents as he may be called 
upon to sign by the Exchange in relation 
thereto. 

P704, Security Deposit - Each member 
shall maintain on deposit with the exchange 
the larger of the amount required by either 
(A) or (B)following: 
(A) Such amount as required by Section 17,
Part II(e) and Section 18, Part 111(d) pf the 
Securities Council Act No. 36 of 1987 and
 
Section 18() 
 of the Articles of Association of
 
the Exchange. (Currently 0.5% of the
 
annual turnover of a member during the prior
 
calendar year with a minimum of Rs 500,000
and a maximum of Rs 1,500,000). Annual 
turnover is the total value of buy and sell side 
contracts, separately included, executed on 
the exchange to buy or sell securities. 
() 5% of the second highest total value of
(8 500o th se nd ig st oalv ue fopen buy and sell side contracts, separatelyincluded, at the close of business on the day 
prior to any settlement day during the prior
three months, as determined at the close of 
business at each month end ard effective 
as a requirement on the fifth business day of 
the next month. The 5% figure shall be 
subject to adjustment by the Executive 
Committee as experience with this 
rarLiraninnt t Ga2nil. 
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Any guarantee from a bank deposited as 
such security In a form required by the 
Exchange shall nnt satisfy the security
deposit requirement when it has lss than 
two months to expiration or extended 
expiration, but shall not be withdrawabl util 

Any bank guarantee qualifying as a security 
deposit shall be supplemented by a copy of 
any document collateralizing or 
guaranteeing any sum called by the 
exchange. No pledge of a separate bank 
account for customer funds or excess 
collateral In a loan secured by customer 
securities shall be acceptable. 

(The present form of guarantee required by 
the exchange shall be amended to: a)
provide that the bank has no right of set off 
against member assets it may hold other 
than those specifically pledged, b)
subordinate claims of the guaranteeing bank 
to all claims of customers.) 

The priorities for use of any called security
deposit shall be to satisfy (a) net losses Ifany 
on close out of open exchange contracts, 
(b) debts to the exchange, (c) unsatisfied 
obligations to customers, In that order. If a 
failing member's security deposit Is 
insufficient tcsatisfy netlosseslnarrclose 
out of open exchange contracts, then the 
balance of net losses on close outs shall bb 
charged to other members pro-ratato their 
then required seurity fund deposit. When 
the Central Dapo itory System becomes 
operational, the exchange shall agree by 
contract with the Depository that the security 
deposits held by the exchange will be 
collateral for losses on c:ose out of open 
exchange contracts of any defaulting 
member. (See discussion In report for 
review of this provision by bankruptcy 
counsel.) 

803. CUSTOMER RESERVE BANK 
ACCOUNTS 

CSE Code of Business Conduct 11. 
- Separate Bank Accounts - (a) 
Members shall establish and keop in a bank 
or banks in Sri Lanka one or more accounts 
separate from their own operating accounts 

owhich they shall pay:
into w(b) 

(1) all emounts (lsscommissions and other 
proper charges) that are received from any
client for the purchase of securities and that 
are not attributable to securities delivered to 
the rmember not later than the next bank 
business day following the day on which 
such amounts were received; ar-d 
(2) all amounts (Ies any commission anc 
othr proper charges) that are received for 
the *count of any client from the sale of 
secu. kA and that are not paid to that client 
or a. At clkit directs not later thsn the next 
bank business day following the day on 
which they were recehfod. 

(b) All amounts received required by (a) 

above to be paid Into a separate account 
shall be retained in such account until: 

(1) such amount Is paid to, as directed in 
writing by the person entitled thereto; 

(2) such amount Is withdrawn for the 
purpose of defraying proper charges as 
authorized by law. 

P703, Customer Reserve Bank 
Account (Replacement for CSE Rule 
of Conduct a11, Separate Bank 
Accounts - Each Member carrying 
customer accounts shall maintain with a blin 
or banks "Speclal Reserve Bank Account for 
the Exclusive Benefit of Customers' and 
shall at all times maintain in such accounts 
cash or qualified securities totalling the cash 
held without lien for customalr less such 
customer cash used to finance other 
customer's fully secured debt in respect to 
seuritiestransactcns. 

Qualified securities' means Sri Lankan 
government securities with a market value at 
least 105% of the sum they represent in 
such reserve bank accounts. 'Cash held 
without lien' means cash held as credit 
balances in customer cash or margin
accounts which is payable to brokers for 
settlement of open contracts or payable to or 
withdrawable by customers for any reason. 
'Other customer's fully secured debt' 
means (a) debits in customer margin 
accounts secured as required in Exchange 
rules or such higher requirement as normally 
required by the member carrying an account, 

for a maximum period of threo days after 
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settlement date, the coni~1 &tflnil4 r 1osethe transaction
securities purchases settled by the member 
but not yet paid by the purchaser, but
excluding from both (a) and (b)debIta of any
customer whose securities are pledged 
directly or indirectly as security for any bank 
loan or otherwise. 

Such reserve bank accounts shall be subject
to written contracts with the holding bank(s)
providing that the cash and/or qualified
securities are held by the bank for the 
exclusive benefit customersof of the 
depositing entity and shall at no time be
used directly or Indirectly as a fixed deposit,
security for a loan to, overdraft facility for, 
guarantee in favor of, or any other 
accommodation to the depositing member 
by the bank and shall be subject to no right,
charge, security interest, lien, or claim of any
kind in favor of the bank or any person
claiming though the bank. The title of the 
account in the records of the bank shall 
indicate that it is a 'Special Reserve Account 
for the Exclusive Benefit of Customers.' All 
debit balances constituting 'other 
customers' fully secured debt' upon
collection or liqu;dation of collateral shall be
deemed 'Special Reserves for the Exclusive 
Benefit of Customers' In the event that the
Security Council directs the Exchange to
take over or appoint others to take over the 
customer property of a member, 

804 CUSTOtIER SECURITIES 

CSE Code of Business Conduct 
9(c). - Delivery to Customers -
Members shall not without written 
authorisation by a client, (i) mail any
communication to the client in care of other 
persons, or (ii)permit anyone other than the 
client to take delivery of any contract notes,
credit or debit notes or any statements, 

P725, Customer Securities,
Deliveries on Sale - If a member 
executes a sell order of a customer (other
than an order disclosed to execute a sale of 
securities which the seller does not own)
and iffor any reason wtatever the Customer 
has not deposited the security with the 
carrying entity within ten business days after 
the settlement date, the Member shall 

with the customer. 

The Exchange will consider applications for
extensions of time for buy-ins under this rule 

P719, Customer's Securities,Hypothecation of - No Member or 
employee thereof shall directly or Indirectly
hypothecate or arrange for or permit the 
continued hypothecation of any securities 
carried for customers under any
circurnstmces thtdwill permnt
a) the commingling of securities carried for 

the account of any customer with 
securities carried for the account of any
other customer without first obtaining
the written consent of each su c h 
customer to such hypothecation,

b) such securities to be commingled with 
securities carried for all accounts of any 
person other than a bona fide customer 
of such Membor or Settlement Agency
under a lien or loan made to such entity,

c) securities carried for the account of 
customers to be hypothecated or
subject to any lien or liens or claim or 
claims of the pledgee or pledgees for a 
sum which exceeds the aggregate
indebtedness of customers on such 
day, provided that funds or securities in 
an amount sufficient to eliminate such 
excess are paid or placed In transfer to 
pledgees for the purpose of reducing
the liens or claims to which securities 
carried for the a'count of customers are 
subjected as promptly as pr.%cticable 
after such reduction occurs, but before 
the lapse of one-half hour after the 
commencement of banking hours onthe next banking day at the place where 
the largest principal amount of such 
loans are payable and In any event 
before such entiiy on such day has 
obtained or increased any bank loan 
collateralized by securities carried for the 
account of customers. 

The provisions of the prior paragraph shall 
not apply to hypothecation of securities 
carried for a customer in a cash account not 
yet paid for, provided that at or before the 
submission of the contract note to such 
customer, writtrn notice is given or sent to 
such customer disclosing that such 
securities are or may be hypothecated under 
circumstances which will permit the 
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commingling thereof with other securities 
carried for the account of other customers, 
(Obviously this should be provided by
legend on the back of the confirmation or 
contract note) 

P720, Customer Securities, 
Custody of - Members shall promptly
obtain and shall thereafter maintain physkCal
possession or control of all customers fully-
paid securities and all securities subject to 
lien in credit accounts in excess of 140% of 
the debit balances in such accounts.
Violation shall not be deemed ifsolely as the 
result of normal business operations, 
temporary lags occur between the time 
when a security is required to be in 
possession or control and the time that It Is 
placed in such status provided that the 
Member takes timely steps in good faith to
establish such status. 

Any customer property given to a n 
employee or agent shall be transmitted on 
the same day to the member carrying the 
customer account. 

P721. Customer Securities, 
Borrowing - Further, violation will not be 
deemed if the Member and a Securities 
Lender at or before the time of the loan, 
enter into a written agreement that at a 
minimum sets forth in a separate schedule or 
schedules the basis of compensation for any
loan end generally the rights and liabilities of 
the parties as to the borrowed securities,
provides that the Lender will be given a 
schedule of the securities actually borrowed 
at the time of the borrowing of the securities, 
and specifies that the borrower will provide
the Lender on that day w; collateral in cash, 
government bills or note,, or an irrevokable 
line of credit issued by a bank which full 
secures the loan of securities, and that at the 
close of each successive business day the 
loaned securities will be marked to the
market and collateral if insufficient restored 
to at least 100% by the close of the next 
business day. 

P722, Customers Securities, 

Control of - Control shall be deemed to be 

effected when such securities are: 

a) in the custody or control of the Member, a 


custodian bank, or securities exchange,
the delivery of which does not require 
the payment of money or value, and if 
the books and records of the Member 

Identify the customers entitled to 
receive specified quantities or units of 
the securities so held for such 
customers coflectively,

b) subject of bona fide items of transfer not 
older tan 40 calendar days or confirmed
Inwriting to be in process by the issuer 
or transfer agent.

c) held In such other locations as the 
Exchange shall upon application find 
and designate to be adequate for the 
protection of customer securities. 

P723, Short Security Differences ­
Buy-in shall be made of short security
differences not resolved within 45 calendar 
days after the date of any required
examination, count, verification and 
comparison of securities. 

P724, Securities Movements - Not 
later than the next business day, a Member
shall determine from its books and records 
as of the close of the prior business day the 
quantity of securities required to be in 
possession and control actually and not in 
such possession and control. (Inactive
credit accounts maybe not less than twice 
weekly.) Deficiencies in securities In 
possession and control shall be corrected by
ordering if there are securities of the same 
issue and class In any of the following non­
control locations: from money borrowed 
collateral accounts movement within two 
business days, from securities loaned 
movement within five business days, from 
securities failed to receive for 30 calendar 
days a buy-in procedure or otherwise, from 
security dividend receivable or stock split or 
similar distribution not received for 45 
calendar days a buy-in procedure o r 
otherwise. 

805. RECORDS REQUIRED, STOCK 

EXCHANGES 

SC Rules 90 8.- Stock Exchange,
Required Records - (1) Every licensed 
stock exchange shall maintain and preserve
the following books of accounts and 
documents, or such other acceptable
alternative accounting records for a period of 
five years 
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,:nsoliaatea Sri Lanka Securit-es Peaulations 

(a) Minute Books of the meetings of . 
(i)Members, 
(ii)Governing Body,
(iii) Any Standing Committee or Committees 
of the Governing Body or of the General 
Body of members. 

(b)A register of members containing their full 
names and addresses. Where any member 
of a stock exchange is acompany, the full 
names and addresses of all the Directors,
and where any member Isa Partnersip, thefull names and addresses of the Partners 
shall be shown; 

(c) Register of accredited representatives
and authorized assistants; 

(d) Record of security deposits and bank 
guarantees; 

(e) Ledgers: 

(f)Journals; 

(g)Cash Books; 

(h) Bank statements and bank reconciliation 
account; 

(i) List of names and addresses of 
Secretaries/Registrars of companies listed
with the stock exchange. 

806 RECORDS REUI RED, 
BROKERS 

CSE Code of Business Conduct 5(c)CECodofBusions codt 5 
Customer Account Records -

Members shall maintain accounts of clients in 
an orderly form and manner including the
following information: telephone number, 
occupation and name and address of 
employer: name, address, signature of the 
person accepting the accourt Discretionary 
accounts shall also show the age o r 
approximate age and occupation of the 
client, the signature of each person
authorized to exercise discretion and the 
signature of the person authorizing such an 
account. 


P717, Financial Statements to
Customers - Members and the Settlement 
Agency shall file with the Exchange and
send to each person specified below the 
following: 

Audited statements within 90 days of therequired annual audit date including
a)a balance sheet with appropriate notes 

prepared inaccordance with Sri Lankan
generally accepted accounting
princlples,

b)a footnote containing a statement of the 
amount of the entity's net capital and 
required net capital computed Inaccordance wth Exchange rules and
Including summary financial statements 
of subsidiaries, consolidated whenmaterial, and the effect thereof on the 
capital required of the entity, and 

c) If the independent accountant
commented on any material 
inadequacies, a statement by theMember that a copy of such report and 
comments i5 currently available for the 
customer's Inspection. 

Unaudited statements containing the similar 
information as of a date six months from the 
audit date shall be furnished not later than65 days after the as of date. 

Persons spocified to receive these 
statements are any person who has a claim 
for property or funds which Is part of the 
capital of the Member or Issubordinated to
the c irns of creditors of the Member, or withwhom the Member has effected a securities 
transaction or carried or guaranteed a 
securities or money balance during themonth before or after the balance sheet 
date. 

CSE Code of Business Conduct 
9(a). - Customer Confirmations of 
Trades - Members shall not later than the 
next business day send by ordinary post or 
delivery by handtwith appropriate records of 
such posting or delivery to its client a 
contract note indicating any purchase or sae 
of securities executed for the account of the 
client. 

CSE Code of Bus;ness Conduct 
9(b). - Customer Account 
Statements - Members shall send by post 
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or delivery by hand a statement of account at 
least quarterly to each client In whose 
account there have been any securities 
transactions recorded. Statements shall be 
sent to all clients having open margin 
accounts on a monthly basis. Statements 
shall set forth, as of the statement date, the 
socurity position and the money balance 
carried forward. 

CSE Rule 10. - CSE Member 
Records - (a) Members shall maintain 
orderly records in sufficient detail to 
partlculars of: 

(1)all monies rceived or paid; 

(2) all purchases and sales of securities by
the Member, showing the specific orders 
received daily by clients, the name of each 
client, the time the order was received, the 
charges and credits arising therefrom, and all 
receipts and deliveries of scrip with respect 
to each order, 

(3) all income received from commission, and 
other sources, and all expenses; 

(4) all assets and liabilities Including 
contingent liabilities; 

(5) all securities held showing for whom the 
securities or the documents of title to the 

-securities ar held. 

(b) Members shall conduct as frequently as 
go business practice requires but no less 
than once a month, counts, verifications and 
reconciliations of physical scrips In hand or 
pledged with financial institutions with scrip 
position statements and reconciliation of 
shares and and collateral deposited and held 
in clients' margin accounts with the physical
scrip position. 

CSE Trading Rules 6.2 4/4/90 -

Records on Floor - All member firms 
shall maintain appropriate records of all bids 
and offers placed by the trading floor 
representative on behalf of clients that can 
be made available to the CSE surveillance 
departmantforverification. 

SC Rules 90 8.(2) - Records 
Required, Brokers. Dealers - Every 
Ilcensad stockbroker or stock dealer shall 
maintain and preserve the following hooks of 
account and documents, or such other 
acceptable .iternatve accounting records in 
'dvrpeae, for a pwiod of five years ­

(a) Register of Transactions - Contract-wise; 

(b)Register of Transactions - Company-Yise; 

(c) R of Trnactions - Client-wise;
 
dhow) rit' Ledger,
 

(e) General Ledger, 

(f) Cash Book; 

(g) Bank Statements and Bank 
Reconciliation Account; 

(h) Members' contract books, showing 
details of all contracts entered Into by him 
with other members of the same stock
exchange, or counterfoils or duplicates ofmemos of confirmation issued to such other
members; 

(i) Duplicates of contract notes issued to 
clients; 

(j) Written consent of clients in respect of 
contracts entered into as members, where 
available. 

CSE Code of Business Conduct 5(d) 
- Records of Complaints - Members 
shall preserve a record of all written 
complaints of clients and the action taken by 
the member, Ifany. 

807. AUDITS 

SC Rules 90 12. - Audits - (1) In 
addition to any other existing requirements 
for an audit, every member shall, Ifdirected 
by the Council, have its accounts audited by
a firm of Chartered Accountants who are
registered as Auditors. 

(2) The Council where it deems necessary 
may appoint an Independent auditor to 
conduct an audit at any time, without prior 
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notice on a member, and It may fix the 
remuneration to be paid by the member to 
such auditor. 

CSE Code of Business Conduct 12 -
Audit, Annual Financial - (a) Members 
shall have an annual audit by an auditor who 
shall be subject to prior Exchange approval. 

(b)Members shall authorize the Auditors, to 
furnish or shall obtain and furnish the 
certificate to the Exchange and the
Securities Council within four months aftere fi ancalthe loseofty ar-Statem 

(1)Whether in tte opinion of the auditor, t 
Member's books of accounts and records 
are those generally kept in a business of that 
nature and appear to have been kept in a 
proper manner in accordance with the 
provisions of the Rules, Regulations and 
bye-laws of the Exchange and of the 
Securities Council and of the Securities 
Council Act No. 36 of 1987; 

(2) whether in the opinion of the Auditor, the 
proper books of accounts have been 
maintained by the business/company; 

(3) whether the auditor has obtained all the 
necessary information for the proper
conduct of the audit. 

(c) The Auditor shall, as authorized by the 
members, report immediately to the Manager 

feExchange, where in the performancethe echaneditoreforthe permormancofof his duties as an Auditor for the member he 

becomes aware: 

(1) of any matter which in his opinion may
adversely affect the financial position of the 

Member to a material extent; 


(2) of any matter which in his opinion may
constitute a b reach of any provision of theSecurities Council Act No. 36 of 1987 or anyRules or Regulations promulgated 
thrue orR atinoen p e olInterest 
thereunder or a criminal offence involving
fraud or dishonesty; 

(3) of any irregularities whi(,h have occurred 
that have or may have a material effect upon
the accounts and jeopardize the funds or 
property of the Member's clients; or 

(4) of any material Inadequacies in the 
accountingrvystem or Internal accounting
controls or procedures for safeguarding 
client funds or securtties. 

P713, Audits, Special - The Exchange 
may at any time require any Member or the 
Settlement Agency to cause an audit to be 
made by an Independent public accountant 
of Its accounts In accordance with 
requirements prescribed by the Exchange. 

The annual audit report shl containent of Financial Condition, aa
St -tomont of Income, a Statement of 
Changjs In Stockholder's Equity, andStatement of Changes In Liabilities 
Subordinated to Claims of General Creditors. 
Such statements shall be in a format and on 
a basis which Is consistent with such 
statements filed monthly with the Exchange.
If a Statement of Financial Condition is not 
consolidated, a summary of financial data,
including the assets, liabilities, and net worth 
or stockholder's equity shall be included forsubsidiaries not consoidated. 

Supporting schedules shall Include for all 
Members a computation of required capital.
and for Members carrying accounts and the 
Set'lement Ajency a computation for
determination of reserve requirements, and 
Information relating to the possession and 
control requirements and shall be filed with 
said report. A reconciliation shall be 
supplied, Including appropriate
explanations, for any differences in the 
capitel and reserve computations separatelyfiled by the Member or Settlement Agency. 

P714, Audit Requirements - An audit 
shall be conducted by a certified publicaccountant who shall be Infact independent
and who shall file an opinion covering the 
required statements. Attached to the report 
should be an oath or affirmation by a duly
authorized officer of the Member that the 
financial statements and schedules are trueand correct and that neither the Member norany officer or director has any prcprietary 

In any account classified solely as 
that of a customer. The oath or affirmation 
shall be mada before a person duly 
authorized to administer such oaths or
affirmations. 

The Exchange will recognize as a certified 
public accountant only persons duly 
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registered as such under the laws of Sri 
Lanka and In good standing both with 
accounting professional societies and the 
Exchange. 

P715, Audit Objectives - The audit 
shall be made Inaccordance with Sri Lankan 
generally accepted auditing standards and 
shall include a review of the accounting 
system, the internal accounting control an 
procedures !or safeguarding securities 
including appropriate tests thereof for the 
period since the prior examination date. The 
audit shall Include all procedures necessary
under the circumstances to enable the 
Independent public accountant to express 
an opinion on the statement of financial 
condition, results or operations, changes In 
financial position, the computatl 3n of capital.
and, If any, the computation for 
determination of required security deposits 
and separate bank accounts and information 
relating to the adequacy of possession ot 
control of customer securities, 

The Scope of audit and review shall be 
sufficient to provide reasonable assurance 
of disclosure of any material inadequacls 
existing at the examinaeron in the accounting 
system, internal accounting controls, 
procedures for safeguarding securities, and 
the practices and procedures followed by
the Member (and related records) in making 
periodic computations of capital, security
deposits, separate customer bank accounts, 
quarterly security counts and recordation of 
differences, in complying with the 
requirement for prompt payment for 
securities and in obtaining Gnd maintaining 
physical possession or control of securities 
as required. 

P716, Audit Technical requirements 
- the accountant's report shall be dated, 
signed manually, indicate the city and other 
governmental jurisdiction where issued, and 
identify without detailed enumeration the 
statements sand schedules covered by the 
report. 

Representations in the audit report shall 

accordance with Sri Lank,,n generally 
accepted auditing standards, whether the 
accountant reviewed the procedures 
followed for safeguarding securities, and 
designate any auditing procedures deemed 
necessary by the accountant under the 

circumstances of the particular audit wh!ch 
have been omitted and the reason for the 
omission. (Permissive omisslon is not 
Impliod of any procedure which 
independent accountants would ordinarily 
employ In the course o; an audit made for 
the purpose of expressing the required 
opinions). 

Opinion of the accountarjt shall be clearly 
expressed In respect to the financial 
statements and schedules covered by the 
report &nd the accounting principles and 
practice reflected therel:, and as to the 
consiftncy of application of the accounting 
principles, or as to any changes In such 
principles which have a ateria effect on the 
financial statts . 

ExceptionAtaken by the accountant shall be 
clearly and specifically identified and to the 
extent practicable the effect of each such 
exception on the related financial 
statements shall be stated. 

Accountant's material inadequacy findinas 
shall be filed with the Exchange by the 
Member simultaneously with the 
accountant's supplemental report on his 
review of this area since the prior audit, 
including corrective action taken o r 
proposed, or stating that the audit did not 
disclose any material inadequacies. 

(Note - With the limitation of exchange
members to brokerage only, it should be 
practical to shorten the deadline date for 
audit reports to approximately two months 
from audit date. 

Audit aareements between each Member 

and an independent public accountant in a 
form prescribed by the Exchange and dated 
no later than December 1shall be filed with 
the Exchange no later than December 10 of 
each year covering the Member's annual 
audit for the following year. 
Retention of all required documents of the 

audit and all pertinent working papers and 
memoranda shall be for at least three years,and available for review by representatives of 
the Exchange at the office of the Member or 
the Accountant. 

808. REPORTS TO EXCHANGE 
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CSE Code of Business Conduct 13. 
Monthly Reports - (a) Mambers shall 
submit to the Exchange and to the
Securities Council by the 21st day of each 
month statements of assets and liabilities,
nett capital, and aggregate indebtedness as 
on the last day of each preceding month In 
th prescribed form. 

(b)Members shall adopt such uniform forms 
as the Exchange may prescribe to facilitate 
the orderly flow of transactons. 

P712. Reports to Exchange -
Members, agents and their employees shallsubmit to the exchange at such times as may
be designated in such form and within such 
time period as may be prescribed suchinformation as the exchange deems 
essential for the pcotection of investors and 
the public interest, 

Each member shall file monthly with theexchange a report in a form prescribed by
the exchange on its financial and operational
condition, profitability and compliance with 
the capital and operational requirements of 
the exchange. Such report for the month of
the member's annual audit by independent
public accountants shall be audited and any
adjustments reported to the exchange. The 
monthly reports shall be filed not later than 
the 15th of the following month. A member 
may be required to provide financipi and 
operational reports for its affiliated and

subsidiary organizations. 


A fee of a significant amount shall be paid for 
every day that an,/ required report is 
overdue, unless a temporary extension isgrantod upon application at least three 
business days before the due date. Any
report with material Inadequacies will be 
deemed not filed, 

809. FIDELITY INSURANCE 

P718, Insurance - The Committee may
require Members to maintain such policy or 
policies of insurance as the Committe iay
consider desirable and available ag.inst
losses caused by the dishonest acts ofMember personnel and against losses 

Membr prsonelnd aaint losescaused by handling stolen and forgeddocum:nts of title or securities or other 

defective Instrumentu, prc iding such 
Insurance is available. 

810. COMPENSATION FUND 

Act - Compensation Fund - (1)
There shall be estJbUshed a Fund called the 
Compensation Fund, for the purpose of 
granting compensation to any Investor whosuffers pecuniary loss resulting from the 
failure of a Ifce,"sed stock broker or licensed 
stock dealer to meet his contractual 

obligations. 

(2) The Compensation Fund shall coi sist of 

such sums of moneys as may be voted upon
by Parliament for the purposes of the Fund. 

(3) Moneys belonging to the Compensation
Fund may be invested by the Council in 
such manner as may be determined by the 
Council. 

Act 39. - Compensation Committee -
(1) The Minister shall appoint from among
the members of the Council, three members 
who shall comprise the Compensation

prise oC om ( he C sthe 
Committee (hereinafter referred to as the 
Committee' of the Council. 

(2) The Committee appointed under 
subsection (1) shall be responsible for 
assessing and awarding compensation in 
respect of any application made under 
section 40 and the decision of such 
Committee on any such assessment or 
award shall for all purposes be final and
conclusive. 

Act 40. - Copensation Claim 
Application - (1) Any investor who has
suffered pecuniary loss due to the failure of 
a licensed stock broker or a licensed stock 
dealer to meet his contractual obligation
toward such Investor may, within three 
months of the date on which he suffered
such pecuniary loss, make an application to 
the Committee in the prescribed form 
claiming compensation from t he 
Compensation Fund. 

(2)The Committee may from tirnia to time,requie Comm i to et tiu ,require an applicant to produce any 
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document or other evidence In support of 
his claim for compensation. Where the 
applicant fails to comply with such request, 
the Committee may disallow his claim. 

(3) If at any time the Committee considors it 
necessary so to do, It may hold an Inquiry 
into the claim of the applicant and shall by 
notice in writing, Inform the applicant to be 
present on such date, and at such time and 
place as may be specified In the notice. 
Where the applicant falls to appear for such 
inquiry on the date set out In the notice the 
Committee may disallow his claim. 

Act 41. Compensation Claim 
Decisions - (1) The Committee may, after 
examination of the documents and other 
evidence produced in support of the claim 
by an applicant, or in any case where an 
inqu .y was held on the conclusion oi such 
inquiry, allow or disallow suctoclaim for 
compensation, 

(2) Where the Committee allows any claim it 
shall make an assessment of the amount of 
compensation payable and shall make an 
award in relation thereto. Notice of such 
award shall be given in writing to the 
applicant. 

(3) The Council shall make rules relating to 
the assessment of compensation payable 
and the assessment of compensation by the 
Committee under subsection (2) shall be in 
accordance with such rules. 

811. COMPENSATION FUND 
PROPOSED AMENDMENTS 

Present law and rules in plain text. 
Proposed deletions in [italics], proposed 
new material underlined, 

Proposed Changes In Securities 
Council Act 36 of 1987 

PAct 13 - Delete 'For the purpose of 
carrying .its objects' 

Rewrite 13g - To adopt such rules, Issue 
such orders and directions and make such 
decisions - sit may deem appropriate andin 
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the public interest for the purposes of 
defining, clarifying. interpreting, 
adrrnlsterlna and enforcing this law or any 
provision of this law. or of the objects 
powers. duties and functions of the Council 
established by this law. Drovided however, 
that before adootin any rule. the Council 
shall publ~b the DrODOSed rule and accept 
and consider timely comment from 
Interetd ep't 

PAct 23 - Where a licensed stock broker or 
a licensed stock dealer. 

ai dies,
 
jI) resigns or is expelled from the
 
membership of a licensed stock
 
exchange,
 
Iii) or becomes Incapable of carrying
 
on the business of such stock broker
 
or stock dealer by reason of illness or
due to any other cause,
 
IvLor the license granted to such
 
stock broker or stock dealer is
 
cancelled,
 

v) or whenever a licensed stock
broker or stock dealer reports to an 
Exchange or the Securities Council 
that It Is, faling to perform its 
Exchanae contracts. i1 Insolvent or is 
In such financial or operating 
condition thatit cannotbe vermnitted 
to do busi3essa a Member of the 
Exchange with safety to investors, 
creditors, other Members and the 
Ex.hanc,. or when an Exchange or 
the Securities Councilso finds, 
the Council shall direct the licensed 
stock exchange of which such stock 
broker or stock dealer was or is a 
member to take over all Investor 
securities. Investor designated baik 
accounts. andall records related to 
such Investororoerty and related 
transactionsand to arrange for one or 
more other Ianothed licensed stock 
brokers )r licensed stock dealers, as
the case may be, to take over as 
designated by the Exchange the 
outstanding contracts for security
transactions of such stock brok-i ci' 
stock dealer and investor securities 
and moneys held by such stockbroker together with all related 
records. Such receiving Mock broker 
shall by this law ba assined allriahts 



and resonsibllities tc such Investom 
and leir oroperty, for settlina or 
closino out such poen trpan. U212 
for comDleting transfers. deveri,rlg 
securities, LavIna out mone, J
formerly were those of the holding
stock broker or itock doaler to t 
extent delivered to Itplus asstance 

mrovided by the ComensWon Fund. 
If a stock broker or ock deaer_Si 
su 
licensed stock exchanae shall aSly 
for enforcement by aMaolstrte and 
with the aeoroval of the Securities 
Concil such Mag_srte shall so orderr 

denfforc, 


Banks holding customer designated 
accounts and companies for transfer 
purposes shall accept instructions of
the E-change and Its designated
member agents in respect to suchcustomer property. 


Any Lioudator nBankruptcyin control of 
any such stock broker or stock dealer shall 
on order of the Securities Council deliver 
property Identified as customerproperty and 
relatedrecords to thedirected Exchange for 

suc-'Processing, distribution and iossiblo 

Compensation Fundassistance. 


PAct 38 ­ (1) There shall be established a

fund called the Compensation Fund, for the 

purpose of granting compensation to any

investor who suffers pecuniary loss,

including loss of securites, resulting from 

the failure of a licensed stock broker or 
licensed stock dealer to meet his contractualobligations. 

(2)The Compensation Fund shall consist of 
such sums of moneys as may be voted by
Parliament for the purpose of the Fund. 

The Securities Council shall seek to build 
the Compensation Fund to a minimumsize 
of Rs 10 million, and shall periodically review 
and change such minimum size obectivee 
reflecting change in size of the securities 
industry, its requlation and operating
practices which would tend to increase or 
decrease risk tothe Compensation Fund. 
Any assignments ofgovernment taxes or 
assessments of stock brokers and dealers 

shall be Ss3uended when the F u n d 
exceeds the then determined minimum sIVA 

ComengatIon Fund shIll be inutfflciq.no 

but the Fund shall cont Aieto accumulate 
Investant earnas__ 

In the event that at any time_. he 

DrO de the minimum assistaice to Investors 
Drovided In Soctlon 39(2) of this Act, then 
te Secmrities Council Is hereby authorized 
Iw for the Ctnensatlon Fund from theTreurv of The Reublic or the Central 
Banksuch funds as may be fl12 o 
meet such minimum a ory cmitment. 

(3) Moneys belonging to the Compensation
Fund may be Invested by the Council In
such manner as may be determined by the 
Council. 

PAct 39- (1) The Minister shall appoint
from among the members of the Council,three membersCompensation who shall comprise) theCommittee (hereinafter 

referred to as the 'Committee') of theCouncil. 

(2) The Committee appointed under 
subsection (1) shall be responsible for 
assessing and awarding compensation in 
respect of any application made under 
Section 40 or any otherpecuniary loss to 
any other Investor which Is established to 
the satisfactionoftheCommittee from the 
records of the licensed stock brokjr or
licensedstock dealer, and the decision of
such"committee on any such assessment or
award shall [forallpurposesJb3 final and 
conclusive for the purpose of this Act 

The Committee may also authorize 

expenditures from the fund for releasinq
 
customer securities which may be held as
 
collateral byany lender urchasing
securities to restore customer sef:urities
found missing, for the workinvolved in 
completing transactions, transfers and 
deliveries for and to investors from a 
defaulting stock broker or dealer,and for eny
legal and accountina expenses related 
thereto. The Compensation Fund by this 
law shall have a claim against the defaulting
broker or dealer for any such expenses paid
with the samepriority as tha cost and 
expense of administration of the bankruptcy, 
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(3) In instances in which a defaultina broker 
is holdina customer securitlego as collateral 
for a Margin loan. and has 
rehvoothecatedsuch customer securitieswith a bank or other lender. such bank orother Ionder shull be aved by this law from 
iruidatina such securities aaalnst 

indebtedness until released to do so In 
whole or Inpart by the Committee. Valutes 
of such securities (valued at the date thattakeMr of customer property Is 

under Section 23 of this act). shall be 
released from such rehvpothecation IIDl 
part ipayment of indebtednmStothenderro rateto such Dart payment to 

~rorat tosucDat Dvmet t toal 
Indebtedness at the seizure date, Uponindetedessatsizue dae. ponte 
approved liquidation of any such security, 
the lender shall release as directed by the 
desianated exchanae the excess of 
proceeds of sale or securities not sold, 

PAct 40- (1) Any investor who has 
suffered pecuniary loss due to the failure of 
a licensed stock broker or a licensed stock 
dealer to meet his contractual obligations
towards such investor may, within three 
months of the date on which he suffered 
such pecuniary loss, make an application to 
the Committee in the prescribed form 
claiming compensation from the 
Compensation Fund. 

(2)The Committee may from time to time,
require an applicant to produce any 
document or other avidence in support of 
his claim for compensation. Where the 
applicant falls to comply with such request,
the Committee may disallow his claim. 

(3) If at any time the Committee considers it 
necessary to do so, it may hold an inquiry
Into thr claim of the applicant and shall by 
notice In writing, Inform the applicant to be 
present on such date, and at such time and 
place as may be specified In the notice. 
Where the applicant falls to appear for such 
Inquiry on the date set out in the notice, the 
Committee may disallow his claim. 

PAct 41- (1) The Committee may after 
examination of the documents and other 
evidence produced In support of the claim 
by an applicant, or In any case where an 
inquiry was held on the conclusion of such 
inquiry, allow or disallow such claim for 
compensation, 

(2)Where the Committee allows any claim it 
shall make an assessment of the amount of 
compensation payable and shall make an 
award In relation thereto. Notice of such
award shall be given In writing to theapplicant. The Comensation Fund shall by
this law succeed to ard be subrooated to 
the claims of any investors aaainst the

aims ok or okainrt the 
deflttn Hock broker or stock dealer to the 
extert of Its assistance to such Investor. Anyorderedlrmnatr not fully restored to the value of his 

rosrtttake9mrde bydbufioand 
Compensatlon Fund assistance shall 
preserve a claim In bankruotcy for theamount found valid by the Committee but 
not restored and such sum shall be 
ntrsoe n uh3r albrecognized by the bankruptcy li:]uidator and 
Maoisbrate. 

(3)The Council shall make rules relating to
Sections 23. 38.39,40 AND 41 of this Act 

(as amended) for L) the protection of 
Investors und safouardina and distribution 
of property of Investors, (b) the minimum 
size obective of the fund. (c) the method 
and amount of assessment of licensed stock 
brokers and licensed stock dealers to 
supplement the fund. (c) the assessment of 
compensat;on payable and the assessment 
of compensation by the Committee under 
subsection (2)shall be in accordance with 
such rules. 

Proposed Securities Council Rules 

PSC Rule 28 - Administration of the 
Compensation Fund 

(a) The Securities Council may direct anE a ne tortie over the c tomr 
Exchange to take over the customer 
prolerty held bya licensed stockbrokeror 
licensed stock dealer andrelated records or 
receive such from a Uauidator In bankrutcy 
ifIt finds thatsuch entity (I)is Insolvent oris 
unable to maet Its obiloations as they 
mature. (i) Is the subect of a Proceeding In 
any court in which a receiver, trustee, or 
liguidator for such entity Is proposed or 
armointed. (Mil)IS not in compliance with the 
rules of the Securities Council or any stock 
exchangeofwhichsuch entityIs a member 
pertaining to financil responsibility or 

custody of customeroroverty.(Iv) Is unable 
to make such computation as may be 
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necessary to estbl3h complance with such 
financial resoonlbfllty or customer property 
co ldetermned 

(b) Promptly after the Security Council 
orders delivery of the customer property of,
licensed stock broker to another entty, thw 
____f.l.
.m _nsiion Fund C",ommittee shal (1) mail 

to each ersonIndicated on the records of 
Suh broker as a customer with an opon

account notice of the other entity to which 
that customer's accounthasbeenassined 
for comnletlon of contracts and (2) mall toother customers which aoear to have had 
an open accOUnt durina the pdor 12 moft 
and publish for general rculati o
Instructions formaking a claim of recovery of 
anyproperty held by such broker and fixing a 
time limit for submssion of such claims. 

(c) 'Pecuniary lossdue to the failure of a
licensed stock broker or licensed stock 
dealer to meet his contractual oblgaton" 
toward an investor shall be recognized by
the Committee only in the case of such
broker or dealer being in liquidatlon and 
unable to deliver to investors securities 
and/or cash held in respect of such 
investor's security transactions, and not to 
any Investor lending. depositing or 
otherwise making available funds or 
securities (whether subordinated or not)as 
capital or otherwise to facilitate the operation 
of the broker or dealer business. No claimshall be satisfied while subject to 
disputependingresolution by arbitration or 
litigation. Loss due to chanae in market 
value of securities either before or after the
Securities Council orders delivery of 
customer property ofa defaulter to another 
entity shall not be recognized by the
Committee which for all purposes shall 
recognize security value -,being themarket 
value at the date of any such order to deliver, 

(d)The customer property taken over froma 
defaulting broker shall be distributed as 
follows:i) any security in a customersname 
or in transfer clearydentifiable as beloning 
to a particular customer and fully paid(or after 
payment of av..Indebtedness by such
customer), shall be delivered to such 
customer. 

A securty shall be cIearly Identifiable aj,
belonaina to a Derticuar fustcan beIt 


from the related documentation 
and records of the membar that It Is ether:
(1s)
rlstered In the name of a customerand 
not sold with or without sianatures for
transfer. (b) realstered In the name of 
another but sold with signatures for transfer 
andawtlna Droce._,s for tranfrer, or (c) In 

mowner'. namne returned from tranfer. or 
returned from tnsor in an erroneus name 
and sublect to correction. 

Any shortaae of securities determined as 
due tocustomersshail be valued at market 
onthe takeover date,Suchvalueofrmlssing 
securtes shall be added to the customer 
claims for money acpepted by t he 
Committee as valid. The moneys in bank 
accounts Identified as customer funds orotherwise Identifiable as customer funds 
shall be distributed pro-rata to customers 
with such claims for money or missing 
securtties, 

(e)The ininlmumpriorityassistance (subect
to Fund resources) to be provided to each 
customer by the Compensation FundIs that 
amountby which returnsasDrovided In the 
irorparearatph are lesthanatotalofupto 

Rs 30,000of such customer property
recoonizedby the Committee as valid claims 
of such customer at the seizure date. 

The-Committee may atits sole discretion 
provide more than this priority assistance 
consistently to all customers of defaulting
broker giving consideration to the size and 
rateofincome of and histor, of expenditures 
from the Compensation Fund. 

Ary claims for securities approvedby the 
Committee for assistance to investors shall 
be returnedin such securities unless the 
Committee determines that such securities 
are not obtainable at a reasonable market 
price, in which case any money
compensation shall be determined at the 
best obtainable market value at the seizure 
date. 

(d) The Compensation Committee shall 
disa:low any claim for assistance from an 
investor who is a Director Principal Officer, 
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controlling gon or more than 5%owner of 
a defautina broker or other person found a 
cause of the default, or members of the 
immedlate families of such person. Further 
no distribution of securities or oro-rata share 
of customer monies shall be made to such 
versons without formal proof of claim 
acceoted by the liauldator In bankruptcy. If 
a.y, or otheIse by the Fund Committee. 

(a) Licensed stock brokers with claims 
otherwise uratisiled by security deoosite or 
clearina funds of an Exchanae or It 
affiliates. may clalm aIstUc of the Fund 
on showino that such debits were incurred 
directly in respect to transactions for their 
own Identified customers. Otherwise * 
licensed stock brokers and licensed stock 
dealers owed securities or cash in their 
capacity an such by a defaulter shall be 
ineligible for assistance from the Fund. 

(h) A customer who holds accounts In 
separate capaclties shall be deemed tn be a 
different customer in each capacity. More 
than one account for the same beneficial 
interest LnalI be combined, 

(i) If an Exchanae reoorts to the Securities 
Council that a member Is exmeriencina 
financial or operating diffic Ity and suc.h 
member undertakes to liquldate or reduce its 
businqss either pursuant to the direction of 
the Exchanae or voluntarily, the Exchanae 
May rmnrder such assistance or oversight of 
such member as it considers appropriate to 
orotect the interests of customers of such 
member. The assistance or oversiah by the 
Exchange shall not be deemed the 
assumotion or adoptionby theExchangeof 
anyoblation or lablity to customers, other 
creditors. shareholders or partnersof the 

eer, andshalnotorevent or act as a bar 
to any action of the Securities Council or 
Comoensation Fund. 

(J)Upon a future finding by the Securities 
Council that licensedstock brokers and 
licensed stock dealers generally are 
reasonablyorofitable, each such entity shall 
assist in c.,tablishina or restoring the 
Compensation Fund to suchoptimal sizeas 
has been dettmined by the Securities 
Council by vavina such sums as may be 

assesed by the Securlties Council not to 
exceed 0.5% of their aross Income from the 
securtties businew. 

Any assesmrents by the Securities Council 
of licensed securities brokers and licensed 
securltles dealers shall be oaid by such 
brokers and dealers at the close of each 
calendar auarter to the licensed securities 
exchae of which they are a member and 
Lch excharae shall review such Dayments
for con&itency wtth ts reords of tJrnover 
and related commission income of the 
member and remit the total moniesoald to 
the Fund oromotly. 

k) The Securitles Council shall prepare an 
annual report to the Minister and the public 
disclosino the Comoonsation Fund's 
fnancial statements as most recently audited 
by the Auditor General. uipdated by 
footnotes, with an educational level 
explanation of the purposes arnJ functions 
of the fund. its principal yrractices and 
2oicles for customer assistance, 
comparatIve financial highlights for the oast 
five Years. and summaries of assistance 
aiven during that period to customers of 
defaulted firms. 

ProDosed Colombo Securitles 
Exchanae Rules 

PCSE Art 18 (I) - L'very member shall 
furnish security of the -mture hereinafter 
specified for the payment of any monies 
which may at any time Inthe opinion of the 
Committee be or become due by such 
member to [the Exchange or] any othermember of members of the Exchange for 
the completion of Exchanae contracts [or 
client or clients of such member] and the 
decision of the Committee whether an 
arbitration under Article 59 or otherwise and 
the decision of the Committee that any 
monies are due or payable by such member 
either In Law or In accordance with the 
customs and usage of and amongst Brokers 
to the Exchange or any other member or 
members shall be final and conclusive as 
between such member and his surety and 
the sureties on the one hand and the 
Exchange and such other member or 
members on the other hand. 

130 



Any remainder of such security deosltedy 
a reaistered securities broker not used for 
com letion of Exchance conracig, 
reason of such broker beino restricted from 
executino transactions except as broker for 
customers, Is definedas customer Mdent19d 
Property available to decrease any
deficiency In customer securities or monev 
found uoon take over by the Exchpnge of 
customer Propety and records h!d by a 
defaulting broker upon order of the 
Securitles Council pursuant to Securities 
Council Act econ 23 as amended In1990, 

PCSE Art 22 (ii) - [A membor who falls to 
meet his obligations to other members or 
who Is unable to fulfill his engagements to 
members or his clients may be declared by
the Committee (whose decision shallbe final 
and conclusive) to be a defaulter and upon
such declaration being made such member 
shall cease to be &member of the Exchange
and notice of such cessation shall bepublished in such one or more of the local 
newspapers as Committeethe shall
determine. A member declared a defaudter 
shall not be readmitted or admitted to
membership save after the Committee shall 
have been satisfied that the member so
declared a defaulter as paid and discharged
in full his obligations and engagements to 
other members and to his clients.]ncil 

Whenever a member fails to perform its 
contracts, becomes insolvent, orIs in such 
financial or operating difficulty that it cannot 
be permitted to continue to do business asa 
member with safety to investors, creditors, 
other members and the Exchange. such 
member shall prompttvgive written notice to 
the Exchange. Upon such notice, or upon
an Exchange or Securities Council finding
that such condition exists, the Exchange 
shall summarily suspend such member with
notice to the Exchange and the public. The 
Exchange shall also take any feasible step to 
place the customerpropertv and records 
held by the suspended member under 
independent control, either by contract 
between theExchange and the expelled
momber, by action of any Securities Council 
Act or Securities Councilrule so providing or 
byreferencetoa competentMaistrateon 

behalf of one or more creditors
consideration of banrUpgtcy 

for 

PCSE Art 22A - Whenever the Exchange 
Is directed by the Securtle Council to take 
oeo rfceiv customr property and 
relatdrecords of a member mrsuant to an 
order. orwhen ;a defaulting member 
voluntarily Gives uo 10 the Exchanae 
DOsesslon and control of customer 
prooertv and related records held. any other 
member asslaned bythe Exchange all or 
certain of such customer accounts shall 
receive such_ roperty and records. 
corrylete on tansactlors and transers in 
oroaross and deliver such property to 
customers to the extent received or restored 
by assistance from the Compensation Fund 
of the Securities Council. Members so
assigned shall perform such functions 
without chare as a contribution to tha 
wout n t
Compensation Fund. 

PCSE Art 22B - Whenever a member 
falls to perform It3 contracts, becomes 
Insolvent, or Is in such financial or 
operational condition thatit cannot continue 
to do business as a member with safety to
Investors, creditors, other members and the
exchanog, such member shall promptlygive
notice to the Echange. orIf the Exchange

without suchnotice 

so finds, the menUer shallprompty ivetU 
possession and control to the Exchange or 
such agents and other members as the 
Exchange may designate of all customer 
securities and moneys heldin its possession
and control toether with all related records
 
ad_ t.
 

pCSE Code 11-Addto Rule 11 
(SeparateBankAccounts)thefollowing: 

(c)Suchcusomer bank accounts shall be 
subiect to written contracts with the holdinq
bank(s) providing that the moneys and 
values areheld by the bank for the exclusive 
use of customers of the depositing entity
and shall at no time be used directly or 
indirectly as security for a loan to the 
depositing entity by the bank and shall be 
subiect to no right, charge, securityInterest.
lien, or claim of any kind in favor of the bankor any person claiming throuh the bank. 
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PCSE Code 12 (Auditors reports): 

(b)(4) whether he found in eftect for all1 
customer bank accounts reouired inder 
Rule 11 written contracts a3 reguired by 
araaraph (c) of such rule. 

P Agoendix Al - Claim Form 

Then, to the extent that the securities you
claim have been taken over from the 
defaulting firm, transfer to your name will be 
completed, If needed, and the securities 
delivered to you. 
If any of your securities are not found In 
property taken over, your claim for these 
securities will be valued at the date the 
Securites Coundil ordered take over. Such 
value will be added to any claim you may
have for money. Simultaneously, theSecitis Council of ..LnikExchange will be valuing any customer 

(a government agency) 

2nd Floor, Marklnnons Building 


York Street. Colombo 2 


Inasmuch as 
has defaulted on certain commitments to 
customers and other registered stock 
brokers and has bcen suspended by the 
Colombo Securities Exchange, the 
Securities Council has acted for the 
protection of investors by Instructing the 
Colombo Securities Exchange to take over 
all of the customer securities, monies and 
related records of the defaulting firm, and 
reassign such customer accounts to other 
members of the Exchange for cnmpletion of 
processing and delivery of property to 
customars. 

Your account has been assigned for 
resolution to the member firm of 

_(name of firm, address, and name 
of person to contact with telephone
number). If you are the owner of securities 
or money held for you by the defaulting 
broker, you may claim their return by filling 
out the information on the attached claim 
form and delivering it by _ (date) to 
the processing firm at the address in the 
prior sentence. 

The processing firm will review the accuracy 
of your claim from related documentation 
you attach and the records of the defaulting 
firm. 

securities found at tn firm not identified as 
belonging to a particular customer and 
adding these values to the money value 
"aken over from bank accounts Identified as 
customer funds. Each customer will be 
entitled to receive a share of these general 
customer values pro rata to his otherwise 
unsatisfied claim. 

Any customer with total values at the 
defaulting firm of Rs3O,000 or less who 
through the above procedures has not 
received his full approved claim will be 
restored the missing amount from the 
Securities Council Compensation Fund, 
providing that sufficient funds are available in 
the Fund. Any customer with values above 
Rs 30,000 will be promptly restored up to 
that amount If not otherwise received - but 
must await a later decision of the Committee 
for the Compensation Fund on restoration of 
any further missing amount. 

Initiation of distribution to you of your 
property depends on your completing and 
submitting the attached claim form promptly.
No claim will be accepted after 
_ ,(date). 

Sincerely yours, 

Lohendra Namasivayam, J.P. 
Director General 

P Appendix A2 - Customer Claim Form 

Customer Name 

Address 

Telephone 
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1. _(Name of defaulting firm) (the broker) was on _ (take-over date) and 

still is indebted to the undersigned for the cash balance and securities listed below: 

(A) Cash credit balance of Rs 

(B) Securities of the quantity and description below: 

Date of Purchase Name ofSecurity (Number of Shares,orelivery Date Face Amount of Bonds) 
Broker I owe 
owes me Broker 

Attach additional sheet if necessary. 

Please list below and attach copies of supporting documents such as contract notes,cancelled checks, receipts, account statements, or other proof of cash or securities 
claimed. 

2. The undersigned owes the broker Rs in respect tomargined securities or securities purchased but not yet paid included in the above list.A check paying this indebtedness is attached or instructions are attached to delivercollateral for this indebtedness to a substitute financial lender against payment of this
indebtedness. 

3. The undersigned submits copies of the following related documents. Also followingor attached is an explanation of any difference between the position claimed above and
the attached documents. 

4. Please answer the following questions. Yes No 

a. Has there been any change in your account
since (take over date)? 
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b. Are you or were you a director, officer, partner, 
shareholder, lender to or capital contributor of the 
broker? 

c. Are you or were you a person who, directly 
or indirectly, exercised or had the power to exercise 
a controlling influence over the management or 
policies of the broker? 

d. Are you related to, or do you have any business 
venture wih any of the persons specified in (b)or (c) 
above, or any employee or other person associated in 
any way with the broker? 

e. Is this claim filed by or on behalf of a broker or 
dealer or a bank? 

f. Have you ever given any discretionary authority to 
any person to execute securities transactions with or 
through the broker on your behalf? If so, give name, 
address and telephone number. 

g. Please enter the full name, address and telephone number ofanyone assisting you in 
the preparation of this claim form. 

THE FOREGOING CLAIM IS TRUE AND ACCURATE. I 
UNDERSTAND THAT IT IS A VIOLATION OF LAW TO FILE A 
FRAUDULENT CLAIM AND THAT CONVICTION CAN RESULT IN 
FINE OR IMPRISONMENT. 

Date:-------------- S i g n a t u r e 

Date: S i g n a t u r e 

(If ownership of account is shared, all must sign above. Give each owner's name, 
address, and telephone number and extent of ownership on a signed separate sheet. If 
other than a persopil account such as corporate, trustee, custodian, etc. also state your
capacity and authority. If you have more than one account, file a claim form for each) 

Please send your claim by CERTIFIED MAIL - RETURN RECEIPT 
REQUESTED or deliver in person to the Colombo Securities Exchange
Member assigned to your account: (Give Name of Member, address, 
telephone and person to contact at assigned member) 
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The DEADLINE for the filingof claims is . No claim willbe satisfied unless actually received by the assigned Member before the
close of business on that date. 

Chapter Nine 

901. DISCIPLINARY BASES & 

PENALTIES 


Act 30(3) - Penalty. Unlicenaed 
Operation - Any body corporate or an 
Individual who contravenes the provlons of 
subsection (1) or (2) [of Section 30 on 
unlicensed use of name or doing business 
as a stock exchange, stock broker or stock 
dealer], shall be guilty of an offence under 
this Act and shall on conviction be liable to a 
fine not exceeding one million rupees. 

Act 26. - Penalty, False Information -
A person who, in connection with an 
application or appeal made under this Act,
willfully makes a false or misleading
statement or willfully omits or falls to report 

any matter or thing without which the 

application Is misleading in a material 

respect, shall be guilty of an offence under 

this Act, and shall be liable on conviction to a 

fine not exceeding one million rupees. 

Act 51. - Penalties, General - (1) Any 

person who-


(a)contravenes any provision of this Act or 
any requirement imposed under the 
provisions of this Act or of any regulation
made thereunder; 

(b)furnishes for the purposes of this Act any
information which is or any return the 
contents of which is, to his knowledge
untrue or incorrect; or 

(c) willfully obstructs any member of the 
Council or an officer or servant of the Council 
in the performance of his duties under the 
provisions ofthisAct, 

shall be guilty of an offence under this Act 

(2)Any person who !s found guilty -' an 
offence under this Act for which no penalty 

- Discipline 

Is press provided for under Ws Act, shall 
liable on convctlon after summary trial by a 
Magistrate, to a sentence of Imprisonment of
eltherdescriptionforaperiodnotexceeding 
five years or to a fine not exceeding ten 
million rupees or to both such Imprisonment
and fine. 

CSE Article 22 - Penalty, Default - (i)
If any 'rsmber fails or neglects to pay his or 
their sub~scriptlons or any monies due from 
him or them to the Exchange within one 
month from the time that same shall become 
due, it shall be lawful for the Secretary to 
advise members by circular of the names of 
such defaulters and if after the expiration of 
seven (7)days from the date of such circular 
such subscription or such monies shall not 
be paid, It shall be lawful for the Committee 
to direct thzt his or their names be struck off 
the list of members and he or they shall 
thereupon cease to be members of the 
Exchange. 

(ii) A member who fails to meet his 
obligations to other members who isor 
unable to fulfill his engagements to
members or to his clients may be declared by
the Committee (whose decision shall be final
and conclusive) to bo a defaulter and upon
such declaration being made such member 
shall cease to be a member of the Exchange
and notice of such cessation shall be 
published In such one or more of the local 
newspapers as Committeethe shall 
determine. Amember declared a defaulter 
shall not be re-admitted or admitted to
membership save after Committee shall have 
been satisfied that the member so declared 
adefaulter has pald and discharged infull his 
obligations and engagements to other 
members and to his cliet,ts. 

CSE Article 23. - Expulsion Causes -
The Committee shall have the power to 
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expel any member whenever it shall be 
proved to their satisfaction: 

(1) That any member has willfully deviated 
from or evaded, or attempted to evade the 
scale of charges for brokerage or any other 
charges that may be decided upon as 
s*.andard tj the members of the Exchange 
forthe -. ne being in force, or 

(2)That any member has willfully transacted 
business in shares with any person who has 
been expelled fror the Exchange except 
for the purpose of carrying out any contract 
entered into prior to such expulsion, or 

(3) That any member has entered into a joint 
account with any person who is not a 
member of the Exchange except In the case 
of sales of property, or by special sanction of 
the Committee, or 

(4) That any member nas been elected 
under any willful misrepresentation or bythe 
suppresslon of any material lnformation as to 
his character and antecedents by himself or 
his proposer or seconder, or 

(5) That any member has violated the Articles 
(5f thatExang,mmr hmayof the Exchange, or 

(6) That any member shall have acted in any 
capacity other than that of a Broker in the 
course of his dealings as a Broker, 

(7) That the conduct of any member is 
injurious to the character and interests of the 
Exchange, or 

(8) That any member has shielded or 
assisted or omitted to report, or deal with 
any member whom he has known that have 
acted contrary to the Articles of Exchange or 
the scale of charges for brokerage. It shall 
be lawful for the Committee after due inquiry 
to expel any such member from the 
Exchange, provided always that such 
member shall have had at least seven (7) 
clear days notice of the meeting of the 
Committee at which the question of his 
expulsion is to be determined and shall have 
been afforded an opportunity of explaining 
his conduct, 

136 

CSE Article 24. - Expulsion, 
Resignation Alternative -
Notwithstanding anything contained In the 
last preceding Article, the Committee may in 
any of the cases therein mentioned, Instead 
of exercising the powers of expulsion 
aforesaid call upon the offending member by 
written notice to resign, and 1.within seven 
days from the date of such notice, such 
member shall not resign, they may then 
proceed to expel him subject to the 
provisions In the lst preceding Article. 

CSE Trading Rule 10.4 - Penalty, 
Late Delivery of Documents 
Documents delivered to the Clearing House 
later than the settlement date shall be 
subject to a fine of 0.5 % of the Market Value 
of the documents per day. The date of 
delivery of documents and the due date of 
payment shall not be considered when 
computing the fine. 

P802. Disciplinary Bases & 
Penalties - 'f a Member, employee, 
registered reprae-..itrt~ve, or approved 
person is adjudged guilty by a Hearing Panel 
in r proceeding pursuant to this rule of any 
of the following offenses, the Hearing Panel 

Impose on such party expulsion;suspension; limitation as to activities, 

functions and operations; fine; censure;
suspension or bar from being associated 
with any Member; or any other fitting 
sanction, any of which may be remitted or 
reduced by the Panel on such terms and 
conditions as It deems fair and equitable. 
Offenses are: 
a) violating any provision of a governmental 

securities law or regulation, any 
agreement with the Exchange, or any
rule of the Exchange,

b) making a material misstatement to the 
Exchange, 

c) fraud or fraudulent acts 
d) conduct or proceeding inconsistent with 

just and equitable principles of trade, 
e) acts detrimental to the interest and welfare 

of the Exchange, 
f) making or transmitting a fictitious bid, offer, 

or transaction or giving an order for the 
purchase or sale of securities theexecution of which wot ;d involve no 

cn of whip( wash sle o 
executing or trarsmitting any such order 

with knowledge of its character, 



g) making any purchases or sales or offers ofpurchases or sale of securities for the 
purpose of upsettig the equilibrium of 
the market or bringing about a condition 
In which prices do not fairly reflect market 
values or assisting In making such 
transactions with knowledge of such 
purpose, or being with such knowledge 
a party to or assisting In carrying out any
plan or scheme for the making of such 
transactor. 

h) having made a misstatement or omisson 
of fact on an application for membership 
or approval, or on any financial 
statement, report or other submission 
filed with the Exchange, or 

i) refusing or failing to comply with a request
of the Exchange to submit books and 
records subject to access or control or to 
furnish information to or to appear and
testify before the Exchange. 

An employee of a Member is liable to 
discipline and penalties for any act or 
oonisslon, of such Member as for his own
personal act or omission. 

P801, Access Prohibition - Except as 
hereafter provided, the Exchange shall not 
prohibit u, limit any qualified person from 
access to sarv,es offered by the Exchange 
or any Mcib,!r without prior written 
notification with specific grounds and 15 
days opportunity to be heard thereupon. 

Summary discipline - The Exchange may 
summarily suspend a Member who is in such 
financial or operational difficulty that the
Exchange determines that the Member 

cannot be permitted to continue to d o 

business as a Member 
 with safety to 

investors, creditors, other Members, or the
Exchange.stc 

The Exchange may summari.y limit or prohibit 
any person from access to services offered 
by the Exchange or any Member If the
Exchange determines that such person
does not meet the qualification
requirements or other prerequisities for such 
access and that such person cannot be 
permitted to continue to have such access 
with safety to investors, creditors, Memb3rs, 
or the Exchange. Any person subject to 
such summary action shall be notified in
writing of specific grounds for such action 
and promptly afforded an opportunity to be 
heard upon those grounds. 

Whenever a Member falls to perform its 
contracts, becomes Insolvent, or is in such 
financial or operating difficulty that it cannot 
be permitted to continua to do business as a 
Member with safety to investors, creditors,
other Members anl the Exchange, such 
Member shall promp.,y give writtev notice to 
the Exchange. 

A party who does not pay any fine within 45
days after payable may after written notice be 
summarily suspended from association In 
anycapacitywlthaMember. 

902. DISCIPLINARY PROCESS 

Act 21 - License Cancellation - (1)
The Council shall cancel or suspend the 
license granted to a stock broker or a stock 
dealer, where the Council is satisfied that­

(a) the stock broker or stock dealer has acted 
in breach of any provisions of this Act, or anyrules or regulation3 made under this Act; or 
(b) the stock broker or stock dealer has 
ceased to be of financial standing; or 
c )ased tc b o ealest ine r s and ce 
(c)thestockbrokrorstockdealerhsince 
the grant of the license been disqualified for 
the grant of such license; or 
(d) the stock broker or stock dealer Is guilty
of malpractice or irregularity in the 
management of his affairs. 

(2) Before the cancellation of a license 
granted to a stock broker or a stock dealer in 
terms of the preceding subsection such 
stock broker or stock dealer, as the case maybr erosoc de eraste aemybe, shall be given an opportunity to show 
cause as to why such license should not be 
canceled. 

(3) Where the license granted to a stock 
broker or stock dealer is canceled, itshallbe 
the duty of such stock broker or stock dealer 
to forthwith surrender his licence to the 
Council. 

Act 46. - Complaints Committee - (1)
The Council may establish a Committee 
consisting of three members of the Council 

137
 



to head and determine complaints of 
shareholders of any public company listed In 
a licensed stock exchange, relating to the 
professional conduct or activities of such 
stock exchange, any licensed stock broker,or stock dealer of such exchange 

(2) The Committee may, on receipt of any 
written complaint made by any shareholder, 
examine the documents and othr evidence 
produced, If an, In support of such 
complaint, and determine whether such 
licensed stock exchange or any licensed 
stock broker or stock dealer of such stock 
exchange has violated any provisions of this 
Act or any rule or regulation made under t 
Act. No such determination shall be made 
without affording such licensed stock 
exchange, licensed stock dealer, or stock 
broker, an opportunity of being heard. 

(3) Where the Committee determines, that a 
licensed stock exchange or any licensed 
stock broker or stock dealer of such 
exchange has violated any provisions of this 
Act or any rule or regulation made under this 
Act, the Committee shall recommend to the 
Council the nature of action to be taken 
against such licensed stock exchange, or 
any licensed stock exchange, or any 
licensed stock broker or stock dealer, as the 
case may be. 

(4) The council shall upon receiving such 
recommendations made the Committee 
under subsection (3), take such action as it 
may deem expedient, In accordance with the 
provisions of this Act. 

SC Rules 90 13. - Council Direction 
of Exchange Discipline - Upon receipt 
of a report of the result of an inquiry into a 
complaint by the shareholders of any public 
company listed in a stock exchange, or by 
persons who have contracted to buy or sell 
shares, relating to the professional conduct 
or activities of P.stockbroker or stock dealer 
who Is a member of such stock exchange, 
under section 46 of the Act, the Councl 
after consultation with the stock exchange, 
may direct the Governing Body of the stock 
exchange to take such disciplinary action 
against the offending member. Such 
disciplinary action shall include a fine not 
exceeding, expulsion, suspension, for a 

period not exceeding ................. in 
acc9rdance with the rules or bye-laws of the 
stock exchange concerned. The Governing
Body shall give effect to the directions of the 
Council In this behalf, and shall not In any
manner vary, revoke or modify the actiontaken in pursuance of such direction without 
the prior approval of the Council. The
Council may, however, either on Its own 
motion or on the representations of the 
menbers concerned, modify or withdraw its 
directions to the Governing Body. In the 
alternative, the Council may take direct, 
appropriate disciplinary action against such 
offending stockbroker or stock dealer, under 
the Provions of the Act 

CSE Article 52 - Disciplinary 
Procedure - 1. These bye-laws shall be 
called 'the disciplinary bye-lews of the 
Exchange', No 1 of 1987. 

2. Whenever the Committee receives 
Information, allegations or complaints which 
disclose that any member of the Exchange 
may have committed any of the acts set out 
in Article 23 of the Articles of Association, It 
shall be lawful for the Committee to refer 
such Information, allegations or complaints 
or any Issues arising therefrom for 
InvestIgation and report by an Independent 
person (hereinafter called the 'Inquirer') 
who is not a member of the Exchange. 
Once appointed, the Inquirer may not be 
removed except by 2/3 majority of the 
shareholders of the Company for proved 
mLsbeh'vior or physical or mental incapacity. 

3. The Inquirer shall investigate and report 
his findings to the Committee. 

4. The Inquirer shall: ­

(a) notify the member concerned of the 
Information, allegations or complaints or 
issues which are the subject matter of the 
investigations: 

(b) Such member shall thereafter be called 
u 

upon to furnish an explanation, if any, in 
reply to such Information, allegations, 
complaints or issues within 10 days of the 
receipt of a notice to do so. Such 
explanation should not merely plead 'not 
guilty' to the allegations or complaints or 
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merely deny the truth thereof but must set 
out in detail (with documentery evidence if 
any) the facts and data relied on by such
member as justifying and/or mitigating and/or
disproving such allegations an/or
complaints 

(c) The Inquirer shall on the receipt of such 
explanation conduct an inquiry, where, all 
the evidence available against the member 
shall be presented. The member concerned 
will be entitled to test such evidence by
cross-examination, 

(d) In the event of no explanation being
afforded by such member within the period
of 10 day's or within such extended period as 
the inquirer may grant, all available evidence 
against such member shall be recorded and 
a finding shall be made on the basis of such 
evidence; 

(e) At the conclusion of the Inquiry, the 
Inquirer shall consider the evidence and 
documents and arguments presented for 
and against the member concerned and 
shall make a finding In respect of each 
information, allegation complaint or issue
referred to him. The investigation notes and 

such findings and report shall be addressed 

to the Committee of the Exchange and 

delivered to the Chairman of the Committee: 


(5) In the event of the Inquirer making a
finding which discloses that a member has 
committed any of the acts referred to In 
Article 23 of the Articles of Association and 
where such report discloses that such 
violations have been proved by evidence 
the Committee shall consider the expulsion
of the member concerned at a special
meeting of the Committee convened only
for that purpose. 

(6) The member concerned should be given 
at least 7 clear days' notice of the meeting of
the Committee at which the question of the 
expulsion is to be determined, 

(7) The member concerned should be 
furnished with a copy of the findings and 
report of the Inquirer at least 7 clear days
before the meeting of the Committee at 

which the question el the expulsion is to 
determined. 

(8) At the special meeting of the Committee 
the report of the Inquirer to gaiher with the 
notes of evidence and documentary 
evidence and arguments placed before him
shW be tabled. The member shI thireafter 
be entitled to be heard in respect of the 
report and In reapect of explaining his 
conduct. After the member has been 
afforded such opportunity the Committee 
shall, In his absence, determine whether 
such member shall be expelled from thn 
Exchange or not. 

(9) The Committee in the event of its 
deciding to expel the member concerned 
shall notify such member in writing cf its 
decision and such notice shall be signed by
the Chairman of the Committse. 

(10) The Committee in the event of its 
deciding to expel the member concerned 
shall notify such member in writing of its 
decision and such notice shall be signed by
the Chairman of the Committee. 

(11) (a) A member whose conduct is being
Investigated under these rules is entitled to 
appear In person or through an authorized 
representative before the inquirer and 
before the committee. 

Such authorized representative must be 
either a Director of the member (if such 
member Is a corporate body) or a senior 
Executive employed on a monthly salary by
such member. The name of such 
representative with a letter from him 
consenting to appear should be forwarded 
to the inquirer and Committee at lea,t 6 days
before the first date of inquiry, and least 3 
days before the special meeting of the 
Committee. 

(b) The exchange may be represented
likewise before the Inquirer by the Manager
of the Exchange or by any Employee of the 
Exchange authorized in writing by the 
Manager. The Exchange shall not be 
entitled to be represented or heard at the 
special meeting of the Committee held to 
consider the expulsion of such member. 
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12. Neither the Exchange nor the m3mber 
whose conduct is being Investigated will bu 
entitled to be represented by an Attorney-at-
law, either before the Inquirer c,' the 
Committee. 

13. The Committee may at the meeting 
which is convened to determine the 
question of the expulsion of such member 
exercise Its powers under Articles 24 and 25 
of the Articles of Association. 

14. The Inquirer shaI[ have full power to 
regulate proceedings before himself, 
including the power to summon witnesses,
and maintaJn decorum. 

15. Tha Inquirer's fees, Ifany, shall be paid 
by the Exchange after the conclusion of the 
Inquiry but prior to the communicatiot of 
findings and report to the Chairman of the 
Committee of the Exchange.] 

P803. Disciplinary Hearings -
Disciplinary consideration shall be by a 
Hearing Panel co3mposed of a chairman 
appointed by the Board who Is a 
disinterested director or employee of the 
Exchange or other qualified person and two 
disinterested peers of the defendant from a 
panel appointed by the Board and selected 
by the Chairman subject to two challenges 
by each party. The decision of a Hearing
Panel by majority shall be final and 
conclusive unless appealed to the Board by
either party. 

The Chairman shall resolve any procedural or 
evidentiary matters without appeal, but shall 
not authorize the discovery or inspection of 
internal Exchange documents preparod In 
connection with the proceeding. 

The specific charges against a respondent
shall be served in a written Charge
Memorandum signed by an authorized 
employee or other inquirer authorized by the 
Executive Committee of the Exchange, with 
service deemed effective upon personal
delivery or by leaving at or mailing to the 
respondenirs last business or residence 
address as reflected on Exchange records. 

A written, signed Answer to the Charge shall 
be fil-, within 25 days of service or suich 
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longer period as approved by the Chairman, 
and shall indicate specifically which 
asertions of fact and charges in the Charge 
Memorandum are denied and which are 
admitted, with any specific facts In 
contradiction and any affirmative defenses. 
Any assertions of fact not specifically denied 
may be deemed admitted and failure to file 
an Answer may be deemed an admission of 
facts asserted In the Charge. 

The Panel Chairman shall determine the 
spedc€ facts put Into Issue and with respect 
to those facts only, the Exchange and the 
respondent may produce witnesses and any 
other evidence and may examine and cross 
examine any witnesses so produced. Any
failure by a respondent to Answer asrequired above shall limit consideration of 
any witnesses or other evidence to
determination of the penalty to be imposed. 
A respondent who falls to file an Answer but 
appears at the Hearing shall not be permitted 
to produce witnesses, evidence o r 
testimony, but the Hearing Panel may
determine that the respondent had 
adequate reason to excuse his failure to file 
and adjourn the Hearing and direct the 
respondent to file a proper Answer. 

After hearing witnesses and considering 
evidence, the panel shall consider whether 
the respondent Is guilty of the Charges, and 
ifso fix and impose the penalty or penalties,
with written notice to the respondent and 
the Exchange. The determination and 
penalty shall become final and conclusive 20 
days after notice thereof has been served 
unless a request to the Executive 
Committee for review has been filed in 'Ahich 
case any penalty shall be stayed peading
review. 

P805, Stipulation and Consent - In 
lieu in part of the above procedures, a 
Hearing Panel may make a determination 
and Impose penalties on the basis of a 
written Stipulation and Consent entered into 
between the respondent and an authorizeid 
employee or Inquirer of the Exchange. 
Such document shall contain a stipulation
with respect to the facts, or on the basis for 
findings of fact by the Hearing Panel; a 
consent to findings of fact by the Hearing 
Panel, including a finding that a specific
offense has been comruitted; and a consent 
to the imposition of a specific penalty. The 
Panel may fix and impose the penalty agreed 



to or any penalty which is less severe or may
remand for further procedings. 

P806, Counsel - Respondents have the
right to be reprsented by counsel In any
hearing, review or Investigation by the 
Exchange. 

P807 - Suspended or terminated 
parties - A suspended party may be
proceeded against for any offense other
than that for which suspended. 

Ifprior to termination or within one year of 
termination of any person associated with a 
Member, such person Is served written
notice that the Exchange is making Inquhry
Into a matter occurring prior to that
termination, the Exchange thereafter may
require such party to comply with requests, 
appear, testify, submit books and records,
attend hearings, etc. and such party shall be 
subject to charges, determinations and 
penalties in every respect in the same manner and to the same extent as if such 
person had remained associated with a
Member. A party who refuses to comply may
be barred from association with a Member 
permanently, or for such period of time as 
may be determined, of until such time as
such p.irty has complied and the Exchange
has completed its investigation and any
resulting Hearing is completed, and anypenalties imposed carried out. 

903. DISCIPLINARY APPEALS 

Act 22. (1) - Appeal - Any person
aggrieved by a decision of the Council ­

(a) refusing to grant a license under section 
19; or 
(b) canceling ,or suspending a license under 
section 21, may appeal to the Secretary to 
the Ministry of the Minister against such 
refusal, cancellation case or suspension as themay be, within three months from thedate on which the decision w a s 

communicated to such erson. 

(2) The Secretary to the Ministry of the 
Minister may require the Council to show 
cause for its decision to his satisfaction, 

(3) An applicant who is aggrieved by the
decision of the Secreary to the Ministry of 
the Minister may appeal against suchdecision toe the Court of Appeal, within
fouren days from the date on which the 
decision was comuncated to the appicant 

Until rules am1 made under Article 136 of the
ConstItution pertaing to appeals under this
section, the rules made under '.hat Article 
pertaining to application by way of revision to 
the Court of Appeal shall apply to everyappeal mada under sub section (3) of this 
section. 

(5) The court of Appeal may, on an appeal
made to it under this section confirm, revise,
modify or set aside the decision of the
Secretary to the Ministry of the Minister, and 
may make an order as the interest Wf justice 
may require. 

CSE Article 26. - Member Appeal -
The Committee may in all cases of expulsion
reconsider their own determination upon
being requested so to do In writing by four­

fi ng reques o to me mer s of the 
fifths (4/5ths) of the members of the
Committee within six (6) months after date of 
such expulsion. 

P804, Disciplinary Appeals - The staff 
or Inquirer of the Exchange which brought
the Charges, the respondent, or any
member of the Executive Committee (f the
Exchange may require a review by the
Executive Committee by filing a writtenrequest stating the bais and reasons 
therefora within 20 days of the notice of 
determination. All concerned parties shallbe notified of such review request. Any
reviews by the Executive Committee shall be 
based on oral argument and written briefs 
and shall be limited to consideration of the 
record before the Hearing Panel. The 
Executive Committee by majority vote maysustain, modify or reverse any determinationof the Hearing Panel and increase, decrease or eliminate any penalty, or impose any
penalty permitted by these rules as it deems 

appp 

If either party on review shows to the 
satisfaction of the Executive Committee that 
additional evidence is material and there was 
reasonable ground for failure to produce it 
before the Hearing Panel, the Executive 
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Committee may remand the matter to the 
Hearing Panel for further proceedings. 

CSE Article 26A. - CSE Disciplinary 
Decisions Final - The decisions of the 
Committee taken under or in pursuance of 
Articles 23,24,25, or 26 shall be final and 
conclusive and shall be binding upon the 
member in respect of whom such decisions 
are taken and such decisions shall not be 
called in question in any Court or Tribunal. 

904. INFORMATION REQUIRED 

Act 45. - Information Required - (1) 
For the purpose of enabling the Council to 
exercise, perform and discharge any of its 
powers, functions and duties under section 
13 of this Act, the Council may by notice in 
writing require any person to furnish to the 
Council or to the person authorized, within 
such period as shall be specified in the 
notice, all such returns or information as shPJI 
be specified in such notice. 

(2) It shall be the duty of any person who is 
required to furnish any return or information 
by a notice under subsection (1) to comply 
with such requirement within the time 
specified in such notice, except where such 
person is precluded from making such return 
or divulging such information under the 
provisions of any law. 

(3) The Council or any member thereof, or 
any officer or servant of the Council, shall not 
disclose to any person or use any returns or 
Information acquired under sibsection (1), 
except when required to do so by a court of 
law or for the purposes of achieving, the 
objects of the Council. 

SC Guideline 9.- Council Access to 
Trading Floor - Any member of the 
Council, the Director General or Its 
authorized representative shall be granted 
access to the Trading Floor of such stock 
exchange by the Floor Manager, or In his 
absence any other officer of the stock 
exchange, who is at that time in charge of 
the Trading Floor, for the appropriate 

142 

exercise of the duties and functions of the 
Act 

CSE 1 OF 1988 - Information 
Required - 1.This bye-law may be cited as 
the Investigations bye-law No. 1of 1988. 

2. The Committee of the Colombo 
Seculties Exchange (Gte) Ltd (hereinafter 
called the "Exchange) may ex-mero-motu or 
on the order cr request of the Securities 
Council by a notice In writing require any 
member of the Exchange to furnish the
Conmite with such returns and Information 
within such time as may be specified in such 
notice and it shall be the duty of such 
member to comply with the requirements of 
such notice within the time specified. 

3. Where a notice is served on a member as 
set out in Section 2 of this bye-law and such 
member fails to comply with the notice or in 
the opinion of the Committee of the 
Exchange has failed to adequately comply 
with the notice or having complied with the 
notice the Committee of the Exchange 
deems It necessary in their absolute 
discretion to verify the accuracy of the return 
or info,'mation furnished, the Commiee of 
the Exchange may by a notice in wridnr, with 
a copy to the said member) authorize an 
officer/employee of the Exchange or some 
independent person to proceed to the 
office or place )r places of business of such 
member on such day and et such times as 
may be specified in the sidd notice and there 
to inspect, examine, and copy, verify any 
books or documents necessary for the 
purpose of eliciting the required Information 
or return or verifying the information or return 
furnished as the case may be and it shall be 
the duty of such member to comply with 
such notice and permit and afford all 
conveniences, opportunities and access to 
such officer, employee or person to so enter 
the said office and place or places of 
business and to so inspect, examine, copy 
and verify such books and documents. 

4. All returns and information furnished or 
elicited under Section 2 or 3 of this bye-law 
shall be treated by the Committee of the 
Exchange, the members of the Committee, 



the officers and employees of the Exchange 
or any person authorized under Section 3 as 
confidential and in secret unless the
Committee of the Exchange decides to 
make such return or Information public In the 
interest of fair trading practices or In the 
Interest of the share market or other Interest 
of the public. 

Provided however that nothing in this 
section shall prevent the Committee of the 
Exchange or any officer or employee of the
Exchange from transmitting any return or 
information obtained under Section 2 or 3 of 
this bye-law to the Securities council, or to a 
Court of Law (ifsummoned to do so by such 
court.) 

5. Any member failing to comply or failing tocomply adequately with a notice under 

section 2 of this bye-law or any member 
failing to give access and give all necessary
conveniences and opportunities to the 
officer authorized under section 3 of this 
bye-law shall be deemed to be guilty of 
gross misconduc. and shall be liable to be 
dismissad from membership by the 
Committee of the Exchange acting Interms 
of the Articles of the Exchange. 

Provided further that the provisions of the 
Disciplinary Bye-law No. 1of 1987 shall have 
no application whatever to proceeding taken 
against such member under this section. 

CSE 1 of 1988 - Information 
Required Addition of 1/12/90 (a) To-
require Members and any employee/agent 
concerned to attend a meeting at any time 
and to give such information that as may be 
in their possession relating to any matter 
under investigation, 

(b) To require any member and any
employee/agent concerned to furnish any
particulars required and to produce for its 
inspection any/all books, letters, telegrams, 
notes or copies thereof and any documents 
in its possession relating thereto and it shall 
without delay, produce them for inspection
accordingly. 

(c) To investigate the accounts of any 
member and employee/agent concerned 

whenever in its opinion such action is 
pertinent to an Investigation. 

(d)The Committee shall have the authority to 
delegate all or any of the power vested in it 
under this bye-law to an Inquirer/Arbitrator 
and Arbitration panel or the Manager/Officer 
of the Exchange as the case may be and 
those delegated with said authority shallreport the result of s u c h 
Investligationarbltratlon to the Committee. 

P801B - Information Required Any-
suspended, limited, or prohibited person
shall on request submit such books and 
records as to whtch Ithas access and furnish 
Information or appear or testify or cause any
employee to appear and testify before theExchange. Any such person may bedisciplined pursuant to rule for any offensecor.mitted before or after suspension, 
limitation or prohibition in all respects as if not 
so impaired. A Member suspended shall be 
deprived during the term of suspension of all 
rights and privileges of membership. Any
suspension of an employee or registered
representative shall create a vacancy in any
office or position held by such person. Any
such person may be relieved from 
suspension, limit or prohibition by the Board. 

904. DISCIPLINE PUBLICATION 

CSE Article 25. - Publication of
Discipline - It shall be lawful for the 
Committee to publish in the local 
newspapers the name of any member 
expelled from the Exchange and also to 
announce the same in any other way they 
may think fit. No action or other preceding
shall under any circumstances be maintained 
by the company referred to in such 
notification against anyone publishing or 
circuilating the same, and this Article shall 
operate as leave from any such company toi 
the Committee or Secretary or anyone acting
under the orders of the Committee, to 
publish and circulate such notification. 

P808, Disciplinary Announcements-
Expulsions, suspensions, and major fines 
shall be announced to the public. 
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Chapter Ten 

Comment - Arbitration is based on the 
assumption that the laws of the country 
permit enforcement of arbitration 
judgements by governmental courts and 
that appeals to courts are possible only for 
unlawfulcondi of the arbitration. It is also 
assumed that Members will provide in their 
written account agreements with customers 
for arbitration ofdisputes with customers. 

1001. ARBITRATED 
CONTROVERSIES 

CSE Memorandum (7) - Arbitration 
Optional - To act ifso desired as arbitrator 
in the settlement of all disputes and 
differences between brokers or between 
brokers and their clients, arising in the 
course of their business, 

P901, Arbitrated Controversies- Any 
controversy arising out of the securities 
business of a Member or its dissolution shall 
be arbitrated pursuant to these rules which is 

a) between parties who are Members, 
their employees, registered 
representatives or approved persons, 
or 

b) between such persons and any non-
member at the instance of the non-
member party or as provided by any
duly executed and enforceable written 
agreement. 

1002. ARBITRATION AGREEMENT 

P903, Arbitration Agreement -
Pursuant to these rules, the decision of an 
Exchange Arbitration shall be binding and 
final upon any Member, employee, 
registered representative, attorney or 
approved person thereof. Any non-member 
party shall have agrmed in writing that the 
arbitration shall be binding and final either In 
a separate document or in any existing duly
executed and enforceable agreement. 

A copy of the Uniform Submission 
Agreement used in the U.S. can be supplied
foradaptation to the law ofSri Lanka. 

- Arbitration
 

1003. ARBITRATION PROCESS 

CSE Article 59 - Arbitration 
Committee - There sall be an Arbitration 
Committee to which shall be referred all 
doubts and disputes arising betweer) the 
members of the Exchange or between the 
members of the Exchange and non­
members in the course of business and %he 
Arbitration Committee shall review and 
consider all relevant details before arriving at 
a decision with regard to such doubt or 
dispute and &uch decision shall be final and 
binding on the parties concerned. 
P902, Arbitrators - The Executive 
Committee shall appoint two standing 
panels, one consisting of representative 
executives, employees, registered 
representatives, attorneys and approved 
persons of Members or retired such 
persons, the other consisting of non­
members knowledgeable in securities 
matters. The Executive Committee shall also 
appoint an Exchange employee or other 
person as Arbitration Director to perform the 
ministerial duties of arbitration. 

For each controversy or related group of 
controversies, the arbitration director shall 
select seven disinterested persons as 
potential arbitrators from the appropriate
panel(s) and submit their names and 
backgrounds to the arbitrating parties. Each 
arbitrating party may request that not more 
than two of the potential arbitrators be 
removed from such list. From the remaining 
list, the arbitration director shall appoint in 
the case of arbitrations involving non­
members, two persons from the non­
member panel and one from the 
membership community panel, and in the 
case of controversy within the member 
community, three persons from the member 
panel. Other persons from the remaining list 
may be substitute arbitrators in case of death 
or incapacity of an arbitrator. The arbitration 
director shall designate one arbitrator as 
chairman. 
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P904, Arbitration Proceedings -
Appropriate sections of the Uniform U.S. 
Securities ArbitrationProcedurescan be
supplied for adaptation to the law of Sri 
Lanka. 

CSE Trading Rule 5.4 - Arbitration, 
Floor Disputes - Representatives of 
Member Firms operating on the floor shall 
not enter into any arguments with each other 
and any matter in dispute shall be brought to 
the notice of the Trading Floor Manager. If 
however, a representative feels that the
ruling given by the Trading Floor Manager is 
unfair he is at liberty to bring this to the 
notice of the Manager of the Exchange who 
will, arrive at a decision which shall be 
regarded as final and binding. 
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CSE Rule 1.4-6 Listing Governments 29 
CSE Rule 1.4-7 Usting (Quotation) Fees, Initial 37 
CSE Rule 1.4-8 Listing Fees, Annual 37 
CSE Rule 3 Listing, Continuing Requirements Preamble 33 
CSE Rule 3.1 Listed Company Immediate Announcements 33 
CSE Rule 3.2 Listed Company Document Copies to Exchange 35 
CSE Rule 3.3 Audited Company Flnancials 55 
CSE Rule 3.4 Certificate Issuance 56 
CSE Rule 3.5 Transfer List Disclosure 56 
CSE Rule 3.6 Lost or Stolen Certificates 56 
CSE Rule 3.7 Listed Company Directors &Compliance 56 
CSE Rule 3.8 Listed Companies, No Off-Exchange Trades 57 
CSE Rule 4 Listing Application, Additional Shares 37 
CSE Rule 4.1 Rights Issues 38 
CSE Rule 4.2 Rights Issue Offering Circular 38 
CSE Rule 4.3 Rights Issue, Shareholder's Approval 38 
CSE Rule 4.4 Bonus Issues 39 
CSE Rule 4.5 Letters of Allntment, Acceptance, Rights 5B 
CSE Rule 4.6 Additional Information 58 
CSE Rule 5 Listed Company Merrvandum &Articles 39 
CSE Rule 6 Listed Company, Trust Deeds &Debentures 41 
CSE Rule 7 Listed Company, Pruspectus Contents 42 
CSE Rule 8 8-2 Announcement Preparation 55 
CSE Rule 8.1 Disclosure Policy Outline 48 
CSE Rule 8.1-1 Disclosure, Immediate 48 
CSE Rule 8.1-2 Thorough Pub'A,- Dissemination 49 
CSE Rule 8.1-3 Rumors and Reports, Clarification, Confirmation 49 
CSE Rule 8.1-4 Unusual Market Action Response 49 
CSE Rule 8.1-5 Unwarranted Promotional Disclosure 49 
CSE Rule 8.2 Disclosure Policy Explanation 49 
CSE Rule 8.3 Thorough Public Dissemination 51 
CSE Rule 8.4 Rumors and Reports, Clarification, Confirmation 52 
CSE Rule 8.5 Unusual Market Action Response 53 
CSE Rule 8.6 Unwarranted Promotional Disclosure 53 
CSE Rule 8.7 Insider Trading 54 
CSE Rule 8.8 Public Announcement Content &Preparation 55 
CSE Rule 8.9 Exchange Surveillance Procedures 55 
CSE Rule Appl Usting Agreement 59 
CSE Rule Appl 2.1-1 Listing Process Steps 59 
CSE Rule Appl 2.2-1 Listing, Initial Application 59 
CSE Rule Appl 2.3 
CSE Rule Appl 2.4 
CSE Rule App2 
CSE Rule App2 
CSE Rule App3 

Listing Application Form 60 
Listing, Supporting Documents 62 
Affidavit of Compliance (Original Issues) 63 
Affidavit of Compliance (Further Issues) 64 
Form of Profit &Loss Statement 65 
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CSE Rule App4 Form of Balance Sheet 66CSE Rule App5 Form for Share Transfur 65CSE TrRul 0 Tradirg Rules Preamble 73CSE TrRul 1 Trading Attorneys, Member Representatives 99
CSE TrRu1 10 Clearing House Procedures 
 79
CSE TrRul 10.3 Clearing Payments

CSE TrRu1 10.4 Clearing, Late Delivery of Documents 

80
 
80CSE TrRul 10.4 Penaltv. Late Delivery of Documents 136
CSE TrRul 10.5 Clearing, Dalayed Payments 
 80CSE TrRul 10.6 Clearing, Returned Documents 80CSE TrRul 11 DMdends, Shares Sold with 81CSE TrRul 11 DMdends, Shares Sold with 81CSE TrRul 12 Bonus, Shares Sold with 81CSE TrRul 13 Allotment Letters, Trades for Cash 82
CSE TrRul 2 Trading Attorney Replacements 
 99CSE TrRul 3 Trading in Listed Securities 70CSE TrRul 3 Private Transfer Assistance 


CSE TrRul 4 Commissions, Brokerage 
71
 
76CSE TrRul 5 Dress & Decorum. 


CSE TrRul 5.4 Arbitration, Floor Disputes 
73
 

CSE TrRul 6.1 Opening, Closing of Trading 
145
 

CSE TrRul 6.12B Crosses. Client Name Reporting 
74
 

CSE TrRul 6.2 Orders, Acceptable 
76
 
74CSE TrRt: 6.2 4/4/90 Records on Floor 122CSE TrRul 6.3 Round Lots 74CSE TrRul 6.4 Odd Lots 

CSE TrRul 6.5 Board Trading Procedures 
74 

CSE TrRul 6.10 Trades Temporary Chits 
74 

CSE TrRul 6.12A Reconfirmation Daily 
76 
76CSE TrRul 7 Quotations in Red 75CSE TrRul 8 Large Parcels with Widespread Interest 75CSE TrRul 9 All or None Transactions 

CSE TrRul Appx 1 Form of Document Delivery in Clearing 
76 

CSE TrRul Appx 2 Form for Payments inClearing 
84 
84PAppx Al Proposed Compensation Fund Change

PAppx A2 Proposed Compensation Fund Change 
132 
132P01 CSE Governance 19P02 CSE Corner Control 22P03 CSZ Liability for Use of Facilities 26P04 CSE Nominating Committee 19P05 CSE Committee term of office 20P06 CSE Chief Executive Officer 

P101 Listing Approval 
22 
27P102 Listed Company Proxies, Member Distribution 57P103 Listing Agreement 29P117 Commissions 

P201 Change of Ownership 
77 

P202 Member Responsibility to Customers 
73 
73P203 Crosses (Parcels) 75 
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P204 Order Priorities, Auction 73 
P205 Order Priorities, Customer 74 
P206 Discretion by Trading Attorneys 73 
P207 Crsh or Delayed Deliveri Transactions 74 
P208 Erroneous Reports 74 
P209 Orders, Records of and Changes in 74 
P210 Securities Definitions 72 
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P210B Definitions, Orde,- 5 
P210B Orders, Permisslbie types 72 
P210C Not-held prohibition 72 
P212 Definitions, Short Sales 6 
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P301 Account Introduction 77 
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P305 Assignments 83 
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P307 Delivery Against Payment 79 
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P309 Borrowing and Lending Securities 83 
P310 Signature Guarantee 82 
P311 Credit (Margin) 84 
P312 Partial Deliveri., 81 
P401 Personnel Approvals 99 
P402 CSE Member Qualification 97 
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P403 Officers 99 
P403 Trading Attorneys 99 
P403 Agents 99 
P403 Representatives, Employee &Agent 99 
P403B Definitions, representatives 6 
P403B Definitions, representatives 103 
P403C Agent Indemnity 100 
P404 Personnel Changes 101 
P405 CSE Member Approved Persons 101 
P406 Personnel Investigatnn Authorlzztion 101 
P407 Employees &Agants 101 
P408 CSE Acceptability Hearings 102 
P501 Good Business Practice 103 
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P505 Guarantees and Shaiinf 'n Accounts 105 
P506 Misleading Names 104 
P507 Discretion 105 
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P510 CommunIcatlons with the Public 111P511 Account Trasferm 105P512 Fair Corporate Fhnncn 106P513 Free Riding and Withholding 106P514 Disclosure of Conflicting Interest 
P601 Business Supervision 

106 
112P602 Offices 113P603 Diligence as to Accounts 1 13P604 Account Nane 113P605 Employee Accunti 113P606 Public ComrmIcatIone 

P606B Definitions, Research Reports 
114 

P606B Definitions, Research Reports 
6 

P701 Member Capt Requred 
114 
115P702 Capfta, Aggregate Indebtedness Formula 15P703 Customer Reserve Bank Account 

P704 Security Depusit 
18 

P705 Capital, Subordinated 
117 
115P706 Capital Wrthdrawaj

P707 Capital Decline 
116 
116P708 Capital Requirement, Special 116P709 Capital Restriction 116P710 Loan and Advance Restriction 116P711 Capital F;n~cing Arrangements


P712 Reports to Exchange 
116
 
125P713 Audits, Special 123

P714 Audit Requirements 123P715 Audit Objectives
P716 Audit Technical requirements 

124 
124P717 Financial Statements to Customers 121P718 Insurance 125P719 Customer Securities, Hypothecation of

P720 Customer Securities, Custody of 
11 9 
120P721 Customer Securities, Borrowing 120P722 Customer Securities, Control 120P723 Shzirt Security Differances 120P724 Securities Movements 120P725 Customer Securities, Deliveries on Sale 11 9P801 Access Prohibition 

P801B Information Required 
137 
143P802 Disciplinary Bases &Penalties 

P803 Disciplinary Hearings 
136 
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P903 Arbitration Agreement 144 
P904 Arbitration Proceedings 145 
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PCSE Art 18i Propo..ed Compensation Fund Change 130
PCSE Art 22A Proposed Compensation Fund Change 131 
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PCSE Art 22ii Proposed Compensation Ftind Change 131 
PCSE Code 11 Proposed Compensation Fund Change 13 1 
PSC Rule 28 Proposed Compensation Fund Change 128 
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SC Agt Gdl 3 Agent Qualification 103
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SC Gdl 9 Council Access to Trading Floor 142 
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SC Rul 2.(3) Ucense, IndMdua Application Documents 93 
SC Rul 5/90 2 Definitions, Act 4 
SC Rul 5/90 2 Ucense Fee 85 
SC Rul 5/90 2 Ucense Exchange Application Forms, 87 
SC Rul 5/90 2 Ucense Application Forms, Broker or Dealer 92
SC Rul 5/90 2 Ucense Application, Broker or Dealer Form B 92 
SC Rul 5/90 2 Ucense Application Forms, Individual 94 
SC Rul 5/90 4 Ucense Certificate 86 
SC Rul 5/9OSch Ucense, Stock Exchange Form D 90 
SC Rul 5/90Sch Ucense, Stock Broker Form E 93 
SC Rul 5/9OSch Ucense, Stock Dea!er Form F 93 
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Broker trade prohibited ininterested securities 
 72

Prohibited Personnel Trades through Members 72

Margin Accounts 

Stock Exchanges, Annual Reports 
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90


Stock Exchanges, Quarterly Reports 91

Audits 122

Council Direction of Exchange Discipline 138

Transfer Procedur6s by Broker 
 81

Transfer Procedures by Usted Companies 81

Stock Exchanges, Other Reports 91
 
Umit Prics 75

Listed Company Audits, Financial Statements 33

Usted Company Disclosure, Audits, Finances 
 57

Manipulation 103

Wash Sales 

Definitions, Act, Council, Company 

103
 
4


Definitions, Act, Council, Company 12

Definitions, Act, Council, Company 16

Large parcels with widespread interest 75

Security Deposit Proof 117

Usting Requirements 27
 
Listed Company Trading Off-Exchange Limited 35

Delisting 
 32
 
Usted Company Share Provisions, Transferability 35
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Stock Exchange, Required Records 120
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CSE 188 Information Required Addition of January 12, 1990 
CSE 1/90 CSE Letter to SC of January 15, 1990, not Included 
CSE Art Articles of Association, Colombo Stock Exchange 
CSE Art 52 Disciplinary Bye-law No 1of 1987 
CSE Code Colomh' Stock Exchange Rules of Business Conduct 
CCE Cond Sale Colombo Stock Exchange Conditions of Sale 
CSE Mom Memorandum of Association, Colombo Stock Exchange 
CSE Rule Colombo Stock Exchange Rules 
CSE TrRul Colombo Stock Exchange Trading Rule 
CSE TrRul 4/90 Addition Approved April 4, 1990 
P Proposed Rule by American Consultant 
SC Agt Gdl Securities Council Agent Guidelines 
SC Delist Q Securities Council Delisting Questionnaire 
SC Gdl Securities Council Guidelines 
SC Gdl 4/90 Securities Council Letter of April 20, 1990 
SC Rul 90 Securities Council Rules of 1990 (Replace 1989) 
SC Rul 90 Ucensing Requirements from "lazette of May 29, 1990 
SC Rule 5/90 Securities Council Rule of May 18, 1990 
SC Rule 9/90 Securities Council Rule of September 4, 1990 

P801 Access Prohibition 137 
P301 Account Introduction 77 
P604 Account Name 113 
P302 Account Self-Carrying 78 
P511 Account Transfers 105 
CSE Code 05 Accounts, Client 105 
CSE Rule 4.6 Additional Information 58 
SC Gdl 8 Advertising and Articles in Public Media 11 0 
CSE Rule App2 Affidavit of Ccmpliance (Further Issues) 64 
CSE Rule App2 Affidavit of Compliance (Original Issues) 63 
SC Agt Gdl 2 Agency Conditions 100 
P403C Agent Indemnity 100 
SC Agt Gdl (11) Agent Prohibitions 101 
SC Agt Gdl 3 Agent Qualification 100 
SC Agt Gdl 3 Agent Qualification 103 
SC Agt Gdl 1 Agent Registration 100 
P403 Agents 99 
CSE TrRul 9 All or None Transactions 76 
CSE TrRul 13 Allotment Letters, Trades for Cash 82 
CSE Rule 8 8-2 Announcement Preparation 55 

Paqe I 



Index by Rule Name 

Act 22 
P901 
P903 
CSE Art 59 
CSE Mem 3A(7) 
P904 
CSE TrRul 5.4 
P902 
P305 
P715 
P714 
P716 
CSE Code 12 
CSE Rule 3.3 
SC Ru190 12 
P713 
CSE TrRul 6.5 
CSE Rule 4.4 
CSE TrRul 12 
P309 
CSE Art 11A 
SC Rul 9/90 21 
SC Rul 9/90 22 
SC Rul 9/90 23 
P601 
P707 
P711 
P708 
P709 
P706 
P702 
P705 
P207 
CSE Rule 3.4 
P201 
CSE TrRul 10 
CSE TrRul 10.3 
CSE TrRul 10.5 
CSE TrRul 10.4 
CSE TrRul 10.6 
P308 
SC Gdl 7 
P117 
SC Gdl 6 
CSE TrRul 4 
P510 
Act 40 
Act 41 
Act 39 

Appeal 141 
Arbitrated Controversies 144
Arbitration Agreement 144 
Arbitration Commnttee 144
Arbitration Optionul 144
Arbitration Proceedings 145
Arbitration, Floor Disputes 145
Arbitrators 144 
Assignments 83Audit Objectives 124 
Audit Requirements 123
Audit Technical requirements 124
Audit,Annual Financial 123
Audited Company Financials 56
Audits 122Audits, Special 123 
Board Trading Procedures 74 
Bonus Issues 39
Bonus. Shares Sold with 81
Borrowing and Lending Securities 83
Broker not to buy or sell in itsown name 72
Broker not to buy o sell Inown name 71
Broker prohibited Interest In dealing 71
Broker trade prohibited InInterested securities 72
Business Supervision 112
Capital Decline 116
Capital Financing Arrangements 116
Capital Requirement, Special 116
Capital RestrIction 116
Capital Withdrawal 116
Caplal Aggregate Indebtedness Formula 115
Capital, Subordinated 115
Cash or Delayed Delivery Transactions 74
Certificate Issuance 56
Change of Ownership 73
Clearing House Proredures 79 
Clearing Payments 80
Clearing, Delayed Payments 80
Clearing, Late Delivery of Documents 80
Clearing, Returned Documents 80
Closing of Cbligaticns 83
Commissions 76
Commissions 77
Commissions, Fees for Privat3 Transactions 77
Commissions, Brokerage 76
Communications with the Public 111
Compensation Claim Aprlication 125
Compensation Claim Decisions 126
Co:ipensation Committee 11 
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Act 39 

Act 38 

Act 38 

Act 46 

SC Gdl 4/90 

CSE Code 02 

Act 23 

SC Gdl 9 

SC Rul 90 13 

P806 

P311 

P203 

CSE TrRul 6.12B 

P408 

CSE Art 31 

CSE Art 70 

CSE Art 34 

CSE Art 27 

CSE Art 64 

CSE Art 75 

CSE Art 58 

CSE Art 57 

CSE Art 38 

CSE Art 34A 

CSE Art 35 

P06 

CSE Art 60A 

CSE Art 50 

CSE Art 51 

CSE Art 53 

CSE Art 66 

CSE Art 63 

CSE Art 55 

CSE Art 54 

P05 

CSE Art 60 

SC Gdl 3 

CSE Art 61 

CSE Art 29 

P02 

CSE Art 46 

CSE Art 56 

CSE Art 26A 

CSE Art 69 

CSE Art 10 

CSE Art 17 

CSE Art 47 

CSE Art 49 

CSE Art 28 


Compensation Committee 125
 
Compensation Fund 11
 
Compensation Fund 125
 
Complaints Committee 137
 
Corriplement to Council Rule 17 75
 
Compliance by Personnel 112
 
Contracts on Ceasing Membership 78
 
Council Access to Trading Floor 142
 
Council Direction of Exchange Discipline 138
 
Counsel 141
 
Credit (Margin) 84
 
Crosese (Parcels) 75
 
Crosses. Client Name Reporting 76
 
CSE Acceptability Hearings 102
 
CSE Accidental Omission of Notice 17
 
CSE Account Records 25
 
CSE Adjournment for Lack of Quorum 17
 
CSE Annual General Meetings 16
 
CSE Aticle Amendment 19
 
CSE Audits 25
 
CSE Banking Authority 22
 
CSE Borrowing 22
 
CSE Casting Vote 18
 
CSE Chairman of Executive Committee 20
 
CSE Chairman to Preside 17
 
CSE Chief Executive Officer 22
 
CSE Committee Alternates 20
 
CSE Committee Casual Vacancies 21
 
CSE Commiite Expense 21
 
CSE Committee Meetings 23
 
CSE Committee Minutes 24
 
CSE Committee Nominations 23
 
CSE Committee Presiding Officer 23
 
CSE Committee Quorum 23
 
CSE Committwe term of office 20
 
CSE Committee Validity of Acts 23
 
CSE Committee, Conflict with Company Interest 2 1
 
CSE Committee, DisqualificLions 23
 
CSE Convening Extraordinary General Meeting 16
 
CSE Corner Control 22
 
CSE Corporate Member Voting Representative 18
 
CSE Delegation of Power 22
 
CSE Disciplinary Decisions Final 142
 
CSE Document Authentication 24
 
CSE Election Notice 98
 
CSE Entrance Deposit 99
 
CSE Executive Committee 19
 
CSE Executive Committee Term 19
 
CSE Extraordinary General Meetings 16
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CSE Art 19 
CSE Art 74 
CSE Art 73 
CSE Art 48 
CSE Art 36 
P01 
CSE Art 78 
CSE Art 44 
CSE Art 79 
CSE Art 72 
P03 
CSE Art 52 
CSE Art 21 
CSE Art 08 
P405 
CSE Art 16 
CSE Mem 5 
CSE Mem 4 
CSE Art 06 
P402 
CSE Code 10 
CSE Art 15 
CSE Art 40 
CSE Art 11 
CSE Art 12 
CSE Art 13 
CSE Art 37 
CSE Mem 1 
P04 
CSE Art 30 
CSE Mam 3 
CSE Art 03 
CSE Code 15 
CSE Art 32 
CSE Art 65 
CSE Art 41 
CSE Art 42 
CSE Art 43 
CSE Art 33 
CSE Art 71 
CSE Art 20 
CSE Art 07 
CSE Mem 2 
CSE Art 39 
CSE Art 68 
CSE An 67 
CSE Art 76 
CSE Art 09 
('SEArt 45 

CSE Fee Upon Reelection 
CSE Financii Report Distribution 
CSE FinmcloJ Reports to General Meeting
CSE First Executive Committee 
CSE General Meeting Adjournment
CSE Govemance 
CSE Guarantee Uiability itWnding Up
CSE Incompetant Mober Vote 
CSE Indemnity of Persnnel 
CSE Inspection (4Records 
CSE Uablty far Use of Facilities 
CSE Management &Executive Powers 
CSE Wmaber Advance of Subscription
CSE Member Applicant Sponors
CSE Member Apprcvwd Pentons 
CSE Member Entrance Fee 
CSE Member Guarantee on Winding Up
CSE Momber Uability 
CSE Member Qualit*.ation 
CSE Menber Qualification 
CSE Member Records 
CSE Member Subscriptions 
CSE Member Votes 
CSE Membership Agreement
CSE Membership Resignation 
CSE Membership Rights 
CSE Method of Voting 
CSE Name 
CSE Nominating Committee 
CSE Notice of General Meetings
CSE Objects 
CSE Objects 
CSE Personnel, Related Company Activity
CSE Proceedings at General Meetings 
CSE Profit 
CSE Proxies 
CSE Proxy Filing 
CSE Proxy Form 
CSE Quorum 
CSE Records, Location 
CSE Refunds 
CSE Refusal of Membership 
CSE Registered Office 
CSE Resolutions 
CSE Sea] 
CSE Secretary 
CSE Service of Notice 
CSE Sponsor Information 
CSE Vote, Ineligibility for Debt to Exchange 
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19 
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98 

101 
99 
15 
15 
97 
97 
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P720 
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P722 

P725 
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SC Rul 90 21 

SC Rul 90 21 

SC Ru ,3021 

SC Rul 5/90 2 

SC GdI 2 

SC Gdl 2 

CSE Art 02 

CSE Art 02 

Act 34 

Act 55 

Act 56 

P2'IOB 
P4G3B 
P403B 

P606B 

P606B 

P210A 

P212 

CSE Art 02 

Act 55 

Act 55 

CSE Art 02 

CSE Art 02 

CSE Art 02 

Act 55 

CSE Art 02 

SC Rul 90 61) 

SC Rul 9/89 

SC Delist Q 

P307 

CSE Cond Sale 2 

CSE Code 09c 

P603 

P808 

P804 
P802 

P803 

CSE Art 52 


CSE Winding Up Approval 26
 
Customer Account Records 121
 
Customer Account Statements 121
 
Customer Confirmations of Trades 12 1
 
Customer Reserve Bank Account 118
 
Customer Securities, Custody of 120
 
Customer Securities, Borrowing 120
 
Customer Securities, Cont 120
 
Customer Securities, Deliveries on Sale 119
 
Customer Securities, Hypothecation of 119
 
Dealings inSecurities Outside the Trading Floor 70
 
Definitions, Act Council, Company 4
 
Definitions, Act, Council, Company 12
 
Definitions, Act, Council, Company 16
 
Definitions, Act 4
 
Definitions, Advertisement, Sales Literature 3
 
Definitions, Advertisement, Sales Literature 110
 
Definitions, General Meeting, Month, Year 5
 
Definitions, InWriting 5
 
Definitions, Insider Trading 3
 
Definitions, Investor, listed public company 3
 
Definitions, listed securities, securities 3
 
Definitions, Orders 5
 
Deflnitions, ,presentativas 6
 
Deflnii!on.5, representatives 103
 
Definitions, Research Reports 6
 
Definitions, Research Reports 114
 
Definitions, Securities, Stocks, Bonds 5
 
Definitions, Short Sales 6
 
Definitions, Special Resolution, Broker, 4
 
Definitions, stock broker, stick dealer 3
 
Definitions, stock exchange 3
 
Definitions, The Executive Committee, Sea] 5
 
Definitions, The Statutes, The Act, These Presents 4
 
Definitions, Various 15
 
Definitions, various 102
 
Definitions, Words, The Exchange, The Office 4
 
Dellsting 32
 
Delisting of Companies 70
 
Delisting Questionnaire 68
 
Delivery Against Payment 79
 
Delivery by Seller 78
 
Delivery to Customers 119
 
Diligence as to Accounts 113
 
Disciplinary Announcements 143
 
Disciplinary Appeals 141
 
Disciplinary Bases &Penalties 136
 
Disciplinary Hearings 140
 
Disciplinary Procedure 138
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P514 	 Disclosure of Conflicting Interest 106

CSE Rule 8.2 Disclosure Policy Explanation 49
CSE Rule 8.1 Disclosure Policy Outline 
 4a
CSE Rule 8.1-1 Disclosure, Immediate 48P507 	 Discretion 105P206 Discretion by Trading Attorneys

CSE Code 03 Discretionary Accounts 

73
 
105

CSE Cond Sale 3 DMdends 

CSE TrRul 11 DMdends, Shares Sold with 

82
 
81CSE TrRul 11 Dividends, Shares Sold with 81

CSE TrRul 5 Dress &Decorum. 

Act 31 Dual Capacity Broker/Dealer Prohibited 

73
 
71Act 31 	 Dual Registration Prohibited 85

P605 	 Employee Accounts 113CSE Code 06a Employee Trades 113P407 	 Employees &Agents 101P502 	 Employment Outside Member 
Act 15 Entitles Required to be Ucensed 	

104 

P208 Erroneous Reports 	
84 
74CSE Code 14 Exchange Employee, Gratuity or Compensation to 104


CSE Rule 8.9 Exchange Surveillance Procedures 

CSE Art 01 Exemption from Companies Act 	

55
 
15


CSE Art 23 ExpulsIor Causes 
CSE Art 24 Expulsion, Resignation Alternative 	

135 

P512 Fair Corporate Financing 	
136 
106

P717 Financial Statements to Customers 

CSE TrRul Appx 2 Form for Payments inClearing 

121
 
84


CSE Rule App5 Form for Share Transfer 
 66CSE Rule App4 Form of Balance Sheet 
CSE TrRul Appx 1 Form of Document Delivery inClearing 

65 
84


CSE Rule App3 Form of Profit & Loss Statement 
 65P513 Free Riding and Withholding 106
CSE Code 01 Good Business Conduct 103P501 Good Business Practice 103P304 Good Delivery and Reclamation 82
P503 Gratuities 
P505 Guarantees and Sharing inAccounts 

104 

SC Rul 5/9OSch Individual Ucense Application Form C 
105 

Act 45 Information Required 
94 

CSE 188 Information Required 
142 

P801B Information Required 
142 

CSE 188 Information Required Addition 1/90 
143 
143

SC Rul 90 9 Inquiries of Stock Exchanges 90
Act 32(7) Insider Dealing, Advice to Counselors 108
Act 32(6) Insider Dealing, Advice to Others 108Act 32(2) Insider Dealing, Associated Company 107
Act 32(8) Insider Dealing, Exclusions 
Act 32(1) Insider Dealing, Own Company 

108 
106

Act 32(3) Insider Dealing, Privileged Party 107 
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