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Consolidated Sri Lanka Securities Regulations
December, 1990

USING THIS BOOK

Securities industry regulations for Sri Lanka have previously existed in 20
separate documents of Parliament, the Securities Council of Sri Lanka and
the Colombo Stock Exchange. Some have never been published.
Compliance with regulation is thus severely inhibited by exchange
members, their employees and agents and listed companies. Education of
professionals 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 Markets
Development Project of USAID/Sri Lanka in December 1990 executed by
the International Science and Technology Institute, Inc. of Washington,
DC. It was produced by and is the product of two studies by the
undersigned, 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 Lanka
Securities Council.” The second was the present project for USAID/Sri
Lanka 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 is
then sub-divided into subject sections with the various rules on each subject
gathered together and identified under their numbers in the originating
document. 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 page
numbers. The first index is by Originating Document and the second by
Name of Regulation. The names of the Originating Document have been
abbreviated in the Indices but not in the text. These abbreviations and the
originating document are listed at the beginning of each Index.

Each Chapter has 100 numbers assigned but only a few are used initially
fur 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

109. Organization and Governance

200. Registration and Listing of Securities
300. Exchange Trading

400. Settiement of Centracts

500. Qualification of Entities and Personnel
600. FEthical Conduct

700. Supervision and Control

800. Financial and Operational Responsibility
900. Discipline

1000. Arbitration

This document was produced in New fersey, 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 texts were reproduced in Westfield, NJ, by
optical scanning and manual input on Word Perfect, and sll were then
translated to Macintosh’'Word for crganization and editing. After initial
printing, the document will be reconveried to Word Perfect for future
changes in Cclembo.

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 24.

The need to work in both Macintosh and IBM necessitated manual rather
than computerized construction of the Contents and Index in both Werd
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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1 ~ CONSOLIDATED DEFINITIONS

Act 55. - Definitions - In this Act, unisss the context otherwiss requiros-

“Investor” means & pareon who invests in securitlas purchasad or transacted through a licensed
stock broker of a liconsed stock exchangs;

“listed public company” maans &ny public company which has its securities listed or Guotad on &
licenssd stock exchange;

“listod sacuritias” means securitizs of any listsd public comoany;

"securities” means debenturas, stocks and shzres in a public company cr corporation, funds or
bonds of any government or of any bedy, corporate or unincorporated, Including any right or
option in raspect thereot or any othor ceriificats or Inte: a3t bought or scld on a stock exchange;

“stock exchange” means a maiket, exchange or other place st which senuritizs are regularly
offerad for sals, purchase or axchange, including any ssivices connectad with such business;

“stock broker” means any individual or body corporate ongagad in the business of buying or
salling of sacurities on bahaif of irvasters in retum for a Commisslon;

“steck dealer® means any individual or body corporats engagsd In the businass of buying or
salling of sscuritiss or in the dealing or jobbing or trading of sacuritias, or the undorwriting or
retziling of securitins,

SC Guidalines 2. - Definiticns - (f) "Advertiseinent” means arny material for use in any
newspaper or magazine or other public medium oy by radin, telephone, recording or
tolevision.

(g) “Sales Literature* means printed or processsd matarial detailing the facllities and services
oftered by a mambar cotpany or its persennel to the public.

Act 34 - Definitions, Insider Trading

Cornacted with a Company - (1} For the purposes of this Part of this Act, an individuzl is
connacted with a compary if, and only if-

(a) heis a diractor of that company or a ralated company; or

(b) he occupies a position as an officer (othar than director) or empluyee of that company or a
relatad company or a position Involving a profsssional or business relationship batween himseif
{or his amployar or a company of which he is a director) and the first company or 4 related company
which in eithar case may rezsonabiy be expected to give him accoss to Information which, i
ralation to listad securities of either company, is urpublished prica sensitive information and
wtich it would be reasonable to axpact (a person In his position not to disclose excapt) for the
proper performance of his function,

Unpubtished Price Sensitive information (2} Any refarence In this Part oi this Act to "unpublished
price sensitive information” in relation to any listsd securities of any compariy is a refarence to
infermation which-
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{a) relates to specific mattsrs relating, or of concern, (directly or indirectly) to that company that is
to say, is not of a general nature relating or of concem to that company; and

(b) is not generally known to those parsons who are accustomed or would be likely to deal in
those listed securitias but which would if it were generally known to them be likely to affect
materially the price of thcsa securities.

(3) in this Part of this Act except where the context otherwise requires-
"company” means a listad public company within the meaning of this Act;

“related company”, in relation to any company means any body corporate which is that company’s
subsidiary associate or holding company, or & subsidiary of that company’s holding company;

“taks-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 nomineas) of tha shares in the company to acquirs those
shares or a specified proportion of them, or to all the holders, or all the holders cther than the
person making the offer and his nominees, of a particular ciass of those sharas to acquire the
shares of that class or specified proportion of theam.

SC Rules SO 21. Definitions - In these rules, uniass the context otherwiss raquires -
(1) "Act’ means the Securities Council Act, No.36 of 1987.

(2) 'Council’ means the Securities Councii established under the ssction 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 legisiation reiating to companiss.

SC Rules 5/18/90 2. - Definition, Act - In these reguiations- “Act” means the Securities
Council Act, No. 36 of i987.

SC Guidelines 2. - Definitions - (f) "Advertisement” insans any material for use in any
newspaper or magazing or othsr public medium or by radio, teiephone, recording or teisvision.

(g) Sales Literature” means printed or processed material detailing the facliities and services
offered by a member company or its personnel to the public.

CSE Article 2. - Ddfinitions - in thase 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 cpposite to them raspactively in the second column thereof -

Words - Meanings

The Exchange - “Colombo Securitios Exchange (Guarantee) Limited®

The Office - Tha Reglstered Office of the Exchange for the time being and from time to tims

The Statutes - The Companies Act No. I7 of 1982 and evary other Act for the time being Ir force
conceming companies and affecting the Exchange

The Act - Has the same meaning assigned thereto as “tha statitas”
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These Presents - These Articies of Association including any alterations thereto by spacial
resolstion from time to time

Special Resolution - Has the meaning assigned thersto by the Act

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

The Exocutive Committes - The Members of the Executive Committae for the time being and

from time to tima and the requisits quorum of the Committee where any act is required to be dona
by the Commiittas

General Meetirg - Annual Genera! Meeting and/or an Extraordinary General Moetiig
Seal - The Common Seal of the Exchangs

Month - Ca'endar Month

Year - Calondar Year

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

Words importing the singular number only shzall include the plural and vice versa and words
importinig the masculine gender shall irclude the feminine gender and words importing persons
shall In:lude corporations and sompanies.

Save us aforesaid, any words or expressions defined in the Act shall if not inconsistant with the
subject or context, bear the same meaning in These Presents.

P210A, Dafinitions, Securities - The term “sucurity” or “sacurities” shall have the common
meaning of stocks, bonds and similar financial Instruments.

The term “stock” includes voting trust certificates, certificates of deposit for stocks, rights,
warrants, and other securiies of a type classified for trading as stocks by the Exchanga.

The term “bond” includes debentures, notes, certificates of deposit for bonds, debentures or
notas ard ather securitias f a type classified for traging as bonds on the Exchange.

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

Regular Way - a transaction for settlemant on the Settlement Date as established by the Board.
Any dafault in sutuement by a broker creatas a new contract for a fail-to-deliver vs, a fail-toreceive.

Delayed delivery - a transaction fixed by contract of the partias for settlement directly between
brokers at a date later than regular way settiement.

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

Limit - an order to buy or sali al} or part of a specified quantity of a security at a stated limit price or
bette: as soon as possible pursuant to the procedures of the axchange.

All or None - An order to tuy or sall a specific amount of a security larger than one trading unit
simultaneously and not partially - but the total may ba to more than one broker.

w
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Not-held - An order to buy or s¢ all or part of specific amount of & sacurity

using the broker's judgement as to timing, and not holding the broker responsib!s to acquire or
dispose of the maximum gquantity for whizh without timing judgement he might compete in the
market.

PGOEB - Definitions, Research Raports - Ressarch are generally defined as
an analysis of individual companiss, industries, market conditions, securities or other
investment vahicias which provide information reasonatly sufficient upon which to base an
investment decision.

P212, Short Sales - Orders to sell sacurities not bansficiailly owned by the seller .

P403B - Definition - The terms “emprioyes represantative, agent, agent ropresentative® refer
to persons engaged in the solicitation of orders for the purchasas or sale of sacurities or similar
instruments for the accounts of customers or membars 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 1287, and
shall come into operation on such date
(hereinafter refarred to as the “appointed
date’) as may be appointad by the Minister
by Order publishsd in the Gazatte.

Act 2. - Sacurities Council
Establishment - (1) There shall be
established a Council which shall be called
the Securities Council (hersinafter refsrrad
to as “the Council®) consisting of the
persons whe are members theresof under
Section 3.

(2) The Council shall, by the name assigned
to is by sub-section (1), be a body corporata
and shall have perpstual succassion and a
common ssal and may sue and be sued in
such nama.

Act 3. - Securitias Councii
Membership - ‘i) The Council shall
consist of:

(a) Tha following members to be appointed
by the Minister (rereinafter refsrred to as
"appointed members”).

(i) a Deputy Governor of the Central Bank
nominated by the Governor of such Bank:
and

(i) six other persons who appear to the
Minister to have wids experience and shown
capacity in legal, financial, businsss or
adininistrative matters;

(b) the following ex officio membaers:—

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

(il) the person for the time being holding the
ofiice of Reg!strar of
Companiss; and

(ili} the person for *he time been holdir.g 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.
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Agct 4. - Securities Council Term of
Office - Every appointed member of the
Councll shall, uniess he vacates office either
by death, resignation or removal,hold office
for a tarm of thros years and shall be sligible
for reappointment.

Act 5. Securities Council, Member
Removal and Resignation - (1) Any
appointad membar of tha Counclj may at any
time resign his offico by letter tc that effact
addressed to the Minister and such
resignation shalil taks effect upon it being
accepted by the Minister in writing.

(2) The Minister may, by Order publishad in
the Gazette, remove, any appointed
nember 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, rasignation or removal of any
appointed member, the Minister may appoint
another person, having regard to the
provisions of paragraph (a) of subsaction (1)
of saction 3 hold office for the unexpired
period of the term of office the meinber
whom he succeeds.

(4) It any appointed member of the Council
is temporarily unabie to perform the duties of
his office during any period due to ill-health
or absonce 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 Council,
Remuneration - The members of the
Council may be paid such remuneration out
of the fund of the Council as may ta
determined by the Ministar.

Act 7.- Securities Council Meetings -
The Chairman of the Council shall if present,
preside at all meetings of the Courwil. In the
absence of the Chairman from any such
meetings, tha members ressnt 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
quorun, reguiate the procedure in ragard to
the meetings of the Council and the
transaction of business at such meetings.

(3) Ail questions for decision at any meeting
of tho Council shal! be decided by the vote
of the majority of the membars present. In
the case of an equality of votas ths member
presiding shall have a casting vots.

Act 8. - Securities Council Chairman
- (1) If the Chairman of the Council is by
roason of llinass or abssnce from Srl Lanka
temporarily unable to parform the duties of
his office ths Minister shall nominate another
member of the Councii to act in his place.

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

(3) The Chairman may at any time resign
from the office of Chairman by a letter
addressad 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 mambership of the
Council,

Act 9. - Securitiss 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
sucn decislon is being taken. The
disclosure shall be recorded in the minutes
of the meetings of the Council and such
member shall not take part Iin a ny
deliberation or decision of the Council with
regard to that matter, and shall withdraw from
such meeting while such dsliberation is in
progress or such decision is being made.

Act 1C. - Securitisas Council Vacancy
Effact on Decisions - No act or decision
or proceeding of the Courcil shall he
invalidated by reason only of the existence
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of a vacancy among its members or any
defect in the appointment of a memtier
thereof.

Act 11. - Sacuriti@s Council Seal -
(1) The seal of the Council shall be in the
tustody of the Council.

{2) The seal of the Council may be altersd in
such mar.ner as may bo determinad by ths
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
empioyment including remuneration of the
Director-General shall be determined by the
Minister.

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

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

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

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

officars and servants as It considers
neceasary for the efficient discharqe of its
functions.

{2) The officers and servants appointed
under subsaction (1) shall be remunerated
In such manner and at such ratss and shall
be subject to such conditions of service as
may be detarmined by tha Council.

(3) At the request of the Counctl any officer
in the public sarvico may, with the consent of
the officer and the Secretary to the Ministry
of the Ministar In charge of the subject of
Public Administration, be temporarily
appointed to the Council for such period as
may be determined by the Council with ‘ike
corsant, or ba permanently appointed to
such staff.

(4) Where any officer in the public service is
temporarily appointed to the statf of the
Council, the provisions of subssction (2) of
Section 13 of tha 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 subssction (3) of
saction 13 of the Transport Board Law, No.
19 of 1978, shall, mutatis mutandis, apply to
and in relation to him.

(6) Whare the Council employs any person
who has agreed to sarve the Govemment for
a specified period, any period of service to
the Councll by that person shall be regarded
as service to the Government for the
purpose of discharging the obiigations of
such agresment.

(7) At the request of the Council any
member of the Local Govemment Service or
any other officer, or servant of a local
authority, any , with the consent of such
member, officer or sarvant 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 iike consent
or be permanently appointed to such staff
on such terms and conditions including
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those relating to pension or provident fund
rights as may be agresd upon by the Council
and the Local Gowvernment Service
Commission or that local authority.

(8) Where any member of the Local
Government Service or any officer or sarvant
ofanylocalauﬂmodtylsappdntndtompomﬂy
under stubsection (7) to the staff of the
Council, he shali be subject to the same
disciplinary controi as any other member of
such staff,

Act 44. - Securities Council
Temporary Statf - (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
corpcration, be temporarily appointed to the
staff of the council for such period as may be
determined by the Couricil with like consant
or with like consent be permanentiy
appointed to the staff of the Council for such
period as may ba deiermined by tha Council
with like consent or with like consent be
permanently appointed to the staff of the
Council on such terms and conditinns,
including those relating to pension or
provident fund rights, as may be agreed
upoan the Council and the governing board
of such corporation.

(2) Where any person is appointed whether
temporarily or permanently under
subsaction (1) to the staff ot 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 shali 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 shall bs construed
accordingly.

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

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

102. SECURITIES COUNCIL
OBJECTS, POWERS

Act 12. - Securities Council Objects
- Tha objects of the Courcli shall be-

(a) the creation and maintenance of a market
in which securities can bs issued and traded
in an orderly and falr manner:

(b) tha 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 licensad stock broker cr
licensad stock dealer to maet his contractual
obligations; and

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

Act 13. - Securities Council Powers,
Duties and Functionz - For the
purpose of carrying out its objects the
Council may exercise, perform and
dischargs all of any of the tollowing powers,
dutias and functions: -

(a) to grant a licensa to a body corporate to
operate as a stock exchange and ensure the
propsr conduct of its business;

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

(c) to give directions to a licensed stock
exchange from time to time;

(d) to grant compensation to any investor
who suffers pecuniary ioss resu:ting from the
failure of a liconsed stock broker or a
licensed stock dealer to meet his contractual
obligations;

(e) t advise the Government on the
development of the securities market:
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(f) tc employ such officars and servants as
may be necessary for the purpose of
carrying out the work of tha Council;

(g) to frame rules on matters in raspact of
which rules are required 1o be made under
this Act;

(h) to suspend or cancel the listing of any
securities or the trading of any giver:
sacurities, for the piotection of investors;

{iy to inquire into the business affairs of a
licensed stock exchange, stock broker or
stock dealer and public companies listed
with a licensed stock exchange;

(i) to publish findings of maifeasance by any
licensed stock broker or stock dealer or any
public company listed with the licensed
stock exchange;

(k) to implement the policies and
programmas of the Government with raspect
to the market in securities;

{I) to acquire in any manner whatsoever and
hold, take or give or. leass or hira, mortgage,
pledge, sell or otherwisa dispose of any
immovable or movable property; and

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

Act 53. - Securities Council Rules -
Without prejudice to the generality of the
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 pretection of investors
interest-

(a) listing of securities in a licensed stock
sxchange;

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

(c) Proper mainienance of books, records,
accounts and 2audits by licensed stock
dealers and licensed stock brokers and
raguiar reporting by such licensed stock
doaiers and licensed stock brokers to the
council of their sffairs.

Act 14. - Securities Council Powers
of Inspection - The Council skall in
addition to the powers specified in section
13 siso have the power to-

(a) conduct regular inspactions of the
activities of licensed stock exchangss, stock
brokers and stock deaiars in order to
determina whather they are operating in
conformity with the rules and regulations
madw. under the provisions of this Act; and

(b) requirs licensed stock brokers and stock
dealers to file with the Council, annual
balance sheet and income statements,
certified by a qualified auditer in the form and
manner spacified by the Council.

Act 24. - Socurities 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
licensad stock exchange wish to amend its
rules it shall forward by written notice to the
Council the amendments, whether by
rescission, alternation or addition, to such
rules which such iicensed stock exchange
wish to make.

(3) The Council shell, after hearing the
licensad stock exchange, and within twenty-
one days of receipt of a notice under
subaection (2) give written notice to the
stock exchange stating whether such
ainendments to the rules are ailowed or
disallowed.

In case such rules are disallowed, the
Council shall give reasons for such
disallowance.
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(4) Upon recsipt of notice under subsection
(3), the stock exchange, shall give
immediate sffect to such notice.

(4) Anindividual sha'l 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 carrying out of the transaction.

103. SECURITIES COUNCIL
FINANCE

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

(2) There shall be paid into the Fund-

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

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

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

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

Act 35. - Securitieas Council
Financial Year - Tha financial yoar of the
the Couincil shall be the pericd of twelve
mcnths commancing 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
sxpenditure, assets and liabilities and all
other transactions, of the Council.

{2) The provisions of Article 154 of the
Constitution relating to the audit of accounts

of public ~orporations shall apply to the audit
of the accounts of the Council.

Act 38. - Compansation Fund - (1)
Thera shall bs established a fund called the
Compensation Fund, for the purpose of
granting compsnsation to any invastor who
sutiers pecuniary loss resulting from the
fallure of a licensad stock broker or licensed
stock deaier to meet his contractual
obligations.

(2) The Compensaiion Fund shall consist of
such sums of moneys &3 may be voted upon
by Parilament for the purpose of the Fund.

(3) Monays belonging to the Compansation
Fund may be invested by the Council in
such manner as may be determined by the
Council.

Act 39. - Compensation Commitiee -
(1) The Minister shall appoint from among
the membars of the Council, thrae members
wh> shali comprise the Compensation
Committee (hereinafter referred toc as the
‘Commiltee”) of the Council.

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

Act 50. - Securitiss 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 expenses incurred by the Council in
any suit or prosacution brought b 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 subseaction (1) in
any suit or prosecution brought against him
before any court in respect of any act which
is dons or purportad tc be done by him
under this Act or on the direction of the
Counc!] shall, if the court holds that such act
was done in good faith ba paid cut of the
Fund of the Council, unlass such sxp.enses
are recoversd by him in such suit or
prosecution.

(3) Tha Council shall make rulas reiating to
the assessment of compensation payabie
and the assessment of compensation by the
Committee under subsaction (2) shall be in
accordance with such rules.

104. AUTHORITY OF MINISTER

Act 49. - Minister, Reports to - The
Minister may, from time to time, airect the
council to furnish to him in such form as he
may require raturns, arcounts and other
Information with respact to the work of the
Couricli and the Counci! shail c:arry out any
such direction.

Act 52. - Minister, Rogulations Made
by - (1) The Minister may make reguiations
in respect of matters required by this Act o
be prescribed or in respe:t of which
regulations are autnorized to be made.

(2) Every regulation made by the Minister
shall be pubiished in the Gazette and shali
coms inio oparation on the (late of such
publication or on such later da'e as may bo
specified in the reguiation.

(3) Every reguiation made by the Minister
shail, as saon as it is converient aftar its
publication In the Gazetts. »e brought
befcre Parliament for apgraval. Any
reguiation which is not so appr¢wvad shail be
deemed to be rescindad as froin the ¢ata of
such disapproval, but withouy prejudice to
anything prsJiousiy done thersunder.

(4) Notification of the date on which any

reguiatior; deemed to be rascindad shali be
published in the Gazette.
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SC fules 1990, 21. - Definitions of
Act, Ccuncii, Company - In these
rul3, uniess the context otherwise requires

(1) 'Act means the Securities Couuncil Act,
No.36 of 1987.

(2) "Council’ moans the Securities Councli
sstablished ur.Jer the section 2(1) of the
Securities Council Act, No.36 of 1987.

(3) 'Company’ means a company
incorporated under the Compeanies Act,
No.17 of 1982 or any other legisiaticn

relating to companies.

105. ORGANIZATION OF
COLOMBO STOCK EXCHANGE

CSE Memorandum 1. - CSE Name -
The name of tha Company is “COLOMBO
SECURITIES EXCHANGE (GUARANTEE)
LIMITED® {the Exchange®}.

CSE Memorandum 2. - CSE
Registered Office - The Registered
Offico of the Exchanga wiil ba situated in the
District of Colombo.

106. CSE OBJECTS AND POVVERS

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

A. PRIMARY OBJECTS

(1) To provide, reguiats, controi and
maintain facilities for conducting the
business of a Stock Exchange in Sri Lanka.

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

(3) To estabiish a Stock Exchange Trading
Fioor and to admit to such 7.oor members
and such other ciass of members as the
Executive Committee ot the Exchange may
in its discretion determine to admit and to
regulate and supervise their conduct
thersafter and deal with any improper
conduct in such manner es shail be thought
fit.
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(4) To regulate and contro! the methods in
which the business of stock ard share
“brokers” are to be carried on and to make
and enforce ruias and reguiations for that
purpose.

(5) To promote and protect the intarest and
welfara of such brokers and to promots and
enforce honourabloe practices and to
discourage and suppress malpracticss.

(6) To record transactions between such
brokers and to furnish roliable quotations of
market prizss,

(7) To act if so desired as arbitrator 'n ths
settlement of ail disputes and differences
between brokers or betwaen 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 purposas
and to make and from time to time to alter if
necessary a scale of charges for brokerage
and other standard charges in all
transactions.

B. ANCILLARY POWERS

(1) To lend or otherwise deal with the
monias 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) Toinvast the monies of the Exchange
not immediataly required by the Exchange in
Savings Accounts and/or Fixed Deposits
with any Bank or Banks operating in Sri
Lanka and such other Government
Securities as the Executive Committee may
determins.

(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 immovabie
property assets, present or future, and ail or
any of the uncalled capital for the time baing
the Exchange, and to issue at par or at a
premium or discount, and for such
consideration and with and sublect to such
rights, powers, rrivileges and conditions as
may be thought fit, debentures or
debenture-stocks either rermarant or
redsemable or repayable and to make and
Issue other forms of security and collateraily
or further to secure any securities of the
Exchange by a Trust Deed or othar
ASSU; 811D,

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

(6) To purchass, take on leased or in
exchanga hire or otherwise acquire and hold
for any estate or interest any lands,
buildings, easaments, rights, privileges,
concessions, patonts, patent rights, trade
n.arks, trade names, licenses, secret
processes, machinery piant, stock-in-trade,
and movable or immovable property of any
kind whatsoever, nscessary or convenient
for the purpose of or in connection with
business of the Exchange or any branch or
depariment thereof and alss to purchase or
otherwise acquire or undertaka the whole or
any part of the business uwdertaking,
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 authorized to carry on, or
possessed of any croperty or rights suftable
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, (et, lease or demise (whether on
rent, royaity or with share of profits or
otherwise) and in any other manner to deal
with all or any part of the undertaking,
property, asssts and rights of the Exchange,
and to grant licences, easements and other

13
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rights in or over the same, and to seli or
dispose of the business, undertaking,
property rights, assets, liabiiities and
transactions of the Exchange and /n any of
such cases 1o accept payment for the same
either in cash, by instaliments or otherwise,
cr in fully or partly paid up shares of any other
company or corporation wikh or without
preferred or daferred or guaranteed rights in
respect of dividend or repayment of capital
or otherwise or in debentures or mortgage
dsbentures or debonture stock, mortgages
or other securitiess of any company or
corporation or partly in one mode and partly
in another, or for such other consiZeration
and generaily on siick terms aus the
Exchange may determine and to hold,
dispose of or otherwise deal with any shares,
stock, or securities so acquired.

(8) Yo ersct, construct, lzy down, eniarge,
alter and maintain any roads, offices,
buildings and such other structures
necessary or convanient for the business of
the Exchange and to contribute to or
subsidize tho srection, construction and
maintenance of any of the same.

(3) To grant pensions, aliowances,
gratuities, bonuses and other benefits to
officers, ex-officers, empioyses and ex-
employees (inciuding Members and Ex-
Members of the Executive Committee) of
the Exchange or its predecessors !n
business or the dependents or connactions
of any such persons to sstabiish, contribute
to and maintain or concur or join with any
other companies, cot,.orations, firms or
persons in establishing, contributing to and
maintaining trusts, funds, or schames
(whether contributory or non-contributory)
with a view to providing pensions, provident
fund benefits, sickness or compassionate
aliowances, life assurances or other benefits
for any such persons as aforssaid, their
dependents or connections and to support
or subscribe to any charitabie fi:nds or
institutions, the support of which may, in the
opinien of the Members and Ex-Members of
the Executive Committea, be caiculated
directly or indirectly to Lianefit the Exchange
or its officers or empioyeas and to institute
and maintain any ciub or other estabiishment
or profit sharing scheme caiculated to
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advance the interasts of the Exchange or its
officers or ampioyases.

(I0) To en%er into any partnership
arrangement or arrangements ior sharing
profits, union of Interests reciprocal
concession, or co-operation with any
compeny, firm or person carrying on or
proposing to carry on any busin:iss within
tho objects of this Exchangs and to attend
to and deal with any ancillary function in
connection tharewith and generally to
subsidize or otharwise assist any such

company.

(1) To establish or pramote or concur In
establishing or promoting any other
company whose objects include the
acquisition and taking over of ail or any part
of the businsss, undertaking, property
rights, assets, liabilities and transactions of
this Exchange or the promotion of which
shali be in any manner calcuiated to advance
directly or indirectly the objects or interests
of this Exchange.

(12) To amalgamate wit") any other company
who objects are or inciude objects simiiar to
thosa of this Exchangs whether by saio or
purchase (for fuily or partly paid up shares or
otherwiss) of the undertaking, subject to the
liabliliiss of this or any such other company
a2 aforesald with or without winding-up or by
sale or purchase (for fully or partiy paid up
shares or otharwise) of ali or a controiiing
intarest in this or any other company as
aforesaid, or by partnership, or any
arrangement 5f the nature of partnership, or
any other manner.

(i3) To undertake and axecute any trusts the
undertaking whereof may seem desirable,

and either gratultously...MjSSing

Text

(14) To adopt such means of making known
the business of the Exchanga and of others
as may seem expedient and in particular by
advertising in the press, on the adio and or
teievision by circuiars, by purchase and
exhibition of works of art or interest by
publication of books and periodicais and by
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granting prizes, rewards and donations and
by propagarda of ail kinds.

(18) Te appoint, engage, smploy, 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.

(I6) To promete fraedom of contracts and to
resist, insure against, counter act,
discourage Interference therewith and to
subscribe to any Exchange or fund for any
such purposes.

(i7) To aid pecuntarily or otherwise, any
Exchange body or movement having for an
object the solution settiement or
surmounting of industrial or tabour probiems,
troubles or disputes or the promotion of
industry or trade.

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

(19) To procure the Exchange to be
registered, incorporated or otherwise
empowered 7r represented in any country or
place cutsida Sri Lanka.

(20) To pay ali expenses incidental to the
formation or promotion of this Exchange.

(21) To do all such other things as are
incidental or conducive to the above objects
or any of them.

C. STATEMENT OF OBJECTS

Generally to carry on any other business
which may see:in 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
profitabie the business of the Exchange.

CSE Ar’.:le 3. - CSE Objects - The
Exchange is established for the purpose
specifisd in Clausa 3A of the Memorandum
of Association.

107. CSE MEMBER FINANCIAL
OBLIGATIONS

CSE Memorandum 4. - CSE Member
Liability - The linbility of members is
limited.

CSE Memorandum 5. - CSE Member
Guarantees on Winding Up - Eve ry
membar of the Exchange undertakes to
contribute to the assets of the Exchange in
the event of its being wound up while he Is a
member, or within one year after he ceases
to be a snember for the payment of the debts
and liabilities of the Exchange contracted
before he ceasad to be a member, and of
the costs, charges and expenses of winding
up and for the adjusiment of the rights of the
contribute 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 from
Companies Act - The Rules contained in
Tabie °C* of the First Schedule to the
Companies Act No. 17 of 1982 shall not apply
to the Colombo Securities Exchange
(Guarantee) Limited which shaii be governed
by the Rules contained in *hese Articles but
subject to repeal aitsration or addition by
Speciai Resoiution.

DEFINITIONS

CSE Articie 2. - Definitions - in these
Articles if nct inconsistent with the subject or
context, the words standing in the first
column of the table next hereinafter
contained shaill bear the meanings set
opposite to them respectively in the second
coiumn thereof -

Words - Meanings

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

The Statutes - The Companies Act No. I7 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 - These Articies of
Association including any alterations thereto
by special resolution from time to time

Speciai Resoiution 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 ali of whose
directors are licunsed to carry on the
business of Brokars

The Executive Committes - The Members of
the Executive Committee for tha tims being
and from time to time and the raquisite
quorum of the Committes where any act is
required to be done by the Commitiea

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

Seal - The Common Seal of the Exchange
Month - Caiendar Month
Year - Calendar Year

in Writing - Writtan or produced by any
substituts for writing, or partly one and partly
another.

Words importing the singuiar number only
shail inciudo the piurai and vice versa and
words importing the masculine gender shail
inciude the feminine gender and words
importing persons shali inciude corporations
and companies.

Save as aforesaid, any words or expressions
defined in the Act shali if not inconsistent
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with the subject or context, bear the same
meaning in Thase Preserts.

109. DEFINITIONS

SC Ruies 90 21. - Definitions - in
these ruies, uniess the contaxt otherwise

recuires -

(i) 'Act’ means the Securities Council Act,
No.3G of 1887.

(2) "Council’ means the Securities Councii
establishsd under the section 2(1) of the
Securities Councii Act, No.36 of 1987.

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

110. CSE GENERAL MEETINGS

CSE Articie 27. - CSE Annuali
Genorail Mectings - The Exchange shali
in each year hold a genaral meeting as (is
annuai general meating in addition to any
other meeting in that year and shail specify
the mesting as such in the notice convening
it and not more than fifteen months shall
eiapse betwesn the date of one annuai
generai meating of the Exchange and that of
the next.

Provided that so long as tha Exchange
hoids its first annual generai mesting within
eighteen months of its incorporation, it need
not hold it in the year of its incorporation or in
the following year. The annuai generai
meeting shaii be heid at such time and piace
as the Committee shail appoint.

CSE Article 28. - CSE Extraordinary
General Meetings - Ail ganarai meetings
other than annuai general meatings shaii be
calied extraordinary general meetings.
Articie 29. The Committee may, whenever
they think fit, convene an extraordinary
general meeting, and extraordinary generai
moetings shali aiso be convened on a
requisition as provided by Section 128 of the
Act, or in default, may be convened by such
requisitionists, as provided by the said Act.
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CSE Article 30. - CSE Notice of
Generzi Meetings - An annual general
mesting and 0. moeting calied for the pasaing
of 5 speciai resolution shzll be caliad by
twenty ong days’ notics in writing at the
least. A meeting othar than an annua!
generzl meeting or a meeting for the paszing
of a special resolution shall ke cailed by
fourtesn days' notics in weiting at tha ieast.
The notice ghall be exclusive nf the day on
which It is servad or doamed to be served
and of the day for which it Is given and shall
specify the piace, ths day and the hour of
the mesling and, in cuse of special
business, the spacific resolution pertaining
therato shall be given to such persons as
are, under the Articles of Association
entitled to receive such notice from the
Exchange.

Provided that a meeting of the Exchange
shall notwithstanding that It is calied by
shorter notice than that specified in this
Article be deemed to have besn duly cailed
if it is so agreed.

(a) in the csa of a meeting called ths annual
general meeting by all the members entitied
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 meeting,
being a majority togethar representing not
less than ninety-five per cent of the total
voting rights at the meeting of all the
membars.

CSE Article 3I. - CSE Accidental
Omission of Notice - The accidental
omission to give notice of a meeting to or the
non receipt of notice of a meeting by any
person entitled to receive notice shall not
invalidate the proceedings at that meeting.

CSE Article 32. - CSE Proceedings
at General Meetings - All business shall
be deemed spacial that is transacted at an
extraordinary general meeting, and also all
that is transacted at an annual general
meeting, with the exception of the
consideration of the accounts balance
sheets, the reports of the Committes and

Auditors, thae eisction of Members in place of
those ratiring and appointmant of and the
fiing af the remuriaration of the Auditors.

CSE Artlelu 33. - CSE Quorum - No
business shall be transacted at any genaral
meeting unless a quorum of mambers Is
present at the time when the meeting
proceeds to business, save as hersin
otherwise provided, four members of the
Exchange presant in parson or in the casa
of a body corporate by its representativa as
providodforhArﬂclewsmllboaquorum

CSE Article 34. - CSE Adjournment
for Lack of Quorum - If within half an
hour from the tl me

appolnted...MiSSing Text

CSE Article 35. - CSE Chairman to
Preside - The Chairman, if any, of the
Committee shali preside as Chairman at
every general meeting of the Assaciation, or
where there is no such Chairman, or if he
shail not be present within fifteen minutes
after the time appointed for the hoiding of
tha meeting or is unwilling to act, the
Members prasent shall elect one of their
number to be Chairman of the meeting.

Where at any meeting no Member is willing
to act as Chairman or where no Member is
presant within fifteun minutes after the time
appointed for hoiding the meeting, the
members present shall choose of their
number to be Chairman of the meeting.

CSE Article 36. - CSE General
Moeting Adjournment - The Chairman
may, with the consant of any meeting at
which a quorum is present (and shall if so
directed by the Meeting) adjourn the
meeting from time to time and from place to
place, but no business shall be transacted at
any adjourned meeting other than the
business left unfirished at the meeting from
which the adjournment took place. When a
meeting is adjourned for thirty days or more,
notice of the adjourned meeting shall pe
givan us in the case of an original meeting.
Save as aforesaid it shall not be necessary to
give any notice of an adicurnment or of the
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business to be transactod at an adjourned
meeting.

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

A declaration by the Chairman (with the
approval of those present at the reeting)
that a resolution has been carried
unanimously, or by a particular 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 in favour 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 ba entitied to a
sacond 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 cta
general meeting of the Exchange duly
convened and held.

CSE Article 40. - CSE Membdr
Votes - Every member shail 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 in Article 46,

CSE Artic'< 41. - CSE Proxies - The
instrument uppointing 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 Fiillng -
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
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Exchange not less than forty eight hours
before the time of holding the meeting at
which the person named in the :nstrument
proposes to voto and in default the
instrument of proxy shall not bas treated as
valid.

CSE Article 43. - CSE Proxy Form -
An instrument appointing a proxy may be in
the following form or any other form which
the Committes shall approva:

Colomko Securitiss Exchange (Guarantee)
Ltd

............. being a member of the Colom*c
Securities Exchange (Guarantee) Limited
hereby

BPPOINL....ceeeeireicrereeniecie e senresresessseessannaee

............ &3 our proxy to vote for us and on
our behalf at tha (ordinary or extraordinary as
the case may bo) General Meeting of the

Exchange to be hald on the ............. day of
................................... and at any
adjournment thereof.

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

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

CSE Article 45. - CSE Vots,
Ineli- .ullity for Debt i0 Exchange -
No meniber shall be entitled to vote at any
general mesting unless ail monies pressntly
payable by him to tho Exchange have been
paid.

CSE Article 46. - CSE Corporate
Member Voting Representative -
Any company which is a2 member of the
Exchange may, by resolution of its
Cominittea or other governing body,
authorize such person es 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 behaif of tha body corporate
which he represants as that body corporate
could exercise if It were an individual
member of the Exchange.

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

111. CSE EXECUTIVE COMMITTEE

CSE Article 47. - CSE Executive
Committee - The Executive Committes
also referred to in These Presants as the
“Committee” shall consist of not lass 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 Executlve Committee may be
representad by such members. Such
additional members shall initially be
appointed by the Executive Committee at
their absoluta discretion.

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 tha
Executive Committee shall nominate its
Chairman, Deputy Chairman or such othar
officer as it may think fit to function in its
place as Executive Committes.

CSE Articile 49. - CSE Executive
Committes Term - (a) The members of
the First Executive Committee shall ho!d
office until the conclusior of the Annuali
General Mesting next held after the
expiration of a psriod of 6 years from the
date of incorporation of the Exchange, at
which Annual General Meeting one of tha
Members of the Committee shall retire from
office.

(b) The member of the Committee to retire in
each year shail be agreed amongst
themsaives or falling such agreement shalil
be detarmined by lot. A retiring membe:
shall, howsver, be sligible for re-slection as a
membar of the Committes.

Provided that any additional members
appointed by the Exacutive Committee
under the proviso to Articie 47 shall retire
from office at each Annual Genaral Meeting
and shall then be eligible for re-election if
recommended by the Executive Committes.

P1, CSE Governance - (This concept to
be substituted as appropriate for differing
provisions of Articlas 47-50 of CSE Articles
of Assoclation) Governance of the
Exchange shall be by a Executive
Committee of between 6 and 14 persons
elacted by majority vote of the membership
composed half of Chisf Executives of
Members, and the ather half representatives
of listead companies and Individual and
institutional Investors, each category in such
proportion as determined from time to time
by the Committes, plus a Chief Executive
Officer elected by the Committee who shall
not be asscociated with a Member or listed
company or other financial institution. The
Committes may elact a Chalrman and Vice
Chairman of the Committes from among its
number, but If so thase officas shall rotate in
alternate yoars bntween a representative of
Members and a representative of Non
members. Each Executive or Nominating
Committes 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
Noniinating Committee for a two year term,
representative of the constituencies of the
Exchange in the same proportion as that for
the Board. Current Executive Committes
members shall be Ineligible for this
committes. The Nominating Committes shall
solicit suggestions for nominees to the
Executive Committee, and select nominees
for the next annual election of the Executive
Coramittee 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 &t each election.
Nominations may also be made by petition of
10 or more Members, or 10 or more
institutional investors, or 10 or more
individuai investors for vacancies in those
categories of Committee membership.

PS5, CSE Committse tarm of office -
Committes Members shail be siected for two
year tsrms and shail be ineligibie to sarve as
such for more than six consacutive years,

CSE Article 34A. - CSE Chas 'man of
Executive Committee - The . .ecutive
Committee shaii by a majority vote appoint
one cf its mambers to be the Chairman of
the Exscutive Committee but no such
appointee shali hold office for more than two
years from the date of his appointmant
uniess spaciaiiy re-eiscted thereafter and
upon his retirement from the office of
Chairman he shaii be designated immediate
Past Chairman and in that capacity become a
member of the Executive Committee and be
entitled to participate and vote at meetings
of the Executive Committee in that capacity
uniess he is aiready a membar of the
Executive Committoe as a representative of
a Broking Member in which event he shalii
only ba entitled to a singie vots. Any person
designated immediate Past Chairman shaii
ipso facto cease to be a member of the
Executive Committee upon the retiremeiit of
the Chairman who succeeded him but
nothing herein contained shail atfect his
right to continue on the Executive
Committee as representative of a Broking
Member.

CSE Articis 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
Exchangs appoint any director or other
Senior Executive of the organization or
company whom he reprasants and who is
acceptabie to a majority of the Executive
Committee to be his Alternate (hereinafter
referred to as °‘the Alternate’) on the
Execuiive Committee. The Alternate may
attend the meetings of the Executive
Committes and participata at such meetings
(irrespective of whether his appointer is or is
not present at the mesting) but he shail not

20

he entitiad to vote thereat except wt.en his
appointer is not personally present at the
time of voting at the meeting.

An Alternate shaii not be entitled to receive
any reiuneration as such alternate from the
Exchange nor be required to hold any share
quaiificatior: but the Executive Committee
may repay the Alternate such reasonzble
expenses as he may incur in attending and
returning from meatings of the Committee
attended by him or as he rray otherwise
property incur in or ebout the business of the
Exchange or may pay in lieu thersof such
allowancss us ths Committee may think fit.
An Alternate shall {on giving an address for
service of notice) bs entitied to receive
notice of ali meetings of the Committee and
generally to parform ail the functions of his
appointer in the abssnce of such appointer.
An Alternate may also be appointed to serve
on any Sub-Committee or special Committoe
of the Executive Committes and in such
event he shaii be entitled to be® present at
the meetings and to participate thereat but
he shall have no vote thereat uniess at the
time of voting his appointsr is not personally
prasent An Alternate shaii ipso facto cease
to be an aiternate in any of the foilowing
events that is to say:

a) if his appointer ceuses for any reason to
be a member provided that if his appointer
retiras by rotation but is re-slected at the
meeting at which such retirement took
offect, any appointmant made by him
pursuant to this Articie which was in force
immediately prior to his retirement shaii
continue to operate after his re-eiection ¢s if
he had not so retired;

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

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

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

e} if the Executive Committee resoive that
the appointment of the Alternate be
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terminated but no such terminaticn 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 Committes shall not note on the
question of approval of an Alternate to act for
him or on ths question of termination of the
appointment of the Alternats and if he do so
his vote shall not be counted nor for the
purposes of any resolution for elther of
these purposes shell he be counted In the
quorum presant at the meeting.

SC Guidelines 3. - CSE Committee,
Conflict with Company Interest
Prohibited - The Executive Committee
may not without the approval of the Council
inciude persons who are also on the Boards
of listed companiss 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 Committes
shall declare to the stock exchange and to
the Council their direct or indirect
sharsholdings In companies listed or
otherwise and shall forthwith declare any
changes in their shareholdings. Direct or
indirect shareholdings include nomines
holdings, connected person hoidings and
holdings by companies in which such
member has a substantial interast.

CSE Article 5. - CSE Committee
Expenses - The Exchange shalil repay to
any member of the Executive Committes ail
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
Exscutive Committee thinks proper in
respect of such expenses. Other than in
respect of the foregoing, no member of the
Executive Committes shall be entitled to any
remuneration or salary by virtue of his office
per se,

112, CSE EXECUTIVE COMMITTEE
POWERS

CSE Article 50. - CSE Committes
Casual Vucancies - The Executive
Committee shall have power at any time and
from time to time to appoint any member to
flll a casual vacancy in the Executive
Commiitee. Any member so appointed shali
hold office until such time a3 the member in
whose place he has baen appointed would
have held office but shall be eligible for re-
election.

CSE Article 52. - CSE Management
& Executive Powers - The business and
affairs of the Exchange including the
recruitment and dismissal of statf shall be
controlied and be under the management of
the Executive Committes and all the
executive powers of the Exchange including
the craation of Rules and Bye-Laws shall be
vestad In such Executive Committee.

The authority of the Executive Committee to
create Rules and Bye-Laws, delsts, 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
find 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, Codss, Regulations or any
deietions modifications or amendments
thereto shall be brought before the
members 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 raquire 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
Maeting cease to be of ary 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 Mesting.

The right of the Executive Committee to
create, delete, modify or amend as
hereinbefore set out shail not preciude 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 tiie same shall be passed by two-thirds
(2/3rd) of the members present and voting,
vating in favour thereof at such meeting.

P2, CSE, Corner Control - Whenever in
the opinion of the Committee, a corner has
been created in a sacurity, the Committee
may postpone the time for delivery or direct
the settlemont of such contracts by payment
of money at a fair settlement price agreed to
by the parties or determined by the
Committee after giving an opportunity to all
interested partias to be heard.

CSE Article 56. - CSE Delegation of
Power - The Executive Committea 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-committae when formed shall in the
sxercise of the powers so deiegated
conform to any directions that may be
imposed on them by the Executive
Committee. The meetings and proceedings
of such sub-committees shall also conform
to any directions that may be imposed on
them by the Executive Committee and in the
absanco thersof shall conform as far as
practicable to the provisions herein with
regard to the meetings and proceadings of
the Executiva Committes. The results of
their deliberations will be submitted to the
Commitiee 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
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Committes from time to time for this
purpose.

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

CSE Article 57. - CSE Borrowing -
The Executive Committae may raise or
borrow any sum or sums of money for the
purposss of the Exchangs 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 Exacutiva Committee shall
be entitied 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
monias, 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 andorsed or otharwise executed
as the case may bs 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 exescuted
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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 Committes
Meestings - Meetings of the Executive
Committee shall be heid as often as shall 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 Chalrman of
the Executive Committee shall have a
second or casting vote. Any msmber of the
Executive Committee and the Secretary on
the requisition of such a member shall at any
time summon a meeting of the Executive
Committee. Notice of a meeting of the
Executive Committee shall be g.ven 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 Committes
Quorum - The quorum for a meeting of the
Executive Committee shall uniess otherwise
determined by the Exacutive Committee bs
three persons duly representing thres of the
members of the Executive Committue and a
meeting of the Executive Committee at
which a quorum is present shall be
competent to exercise ali such powers and
discretions of the Exchange as are not by
the statures or by These Prasents 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 Committes
Validity of Acts - All acts done by any
meeting of the Executive Committee or Sub-
Committaes or by any psrson represanting a
Member of tha Exscutive Committse or Sub-
Committee shall as regards ail 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 aiiy of them were disqualified or had
vacated office or were not entitled to vote,
be as valid as if every such parscn had been
duly appointed and was qualifisd and had
been entitled to vote.

CSE Article 6. - CSE Committee,
Disqualifications - The office of a
Member of the Exscutive Committee shall
be vacated it such 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 Committes retiring
at the meeting shall unless recommended
by the Executive Committee be sligible for
slaction to the Executive Committee at any
general meeting save as hereinafter
provided in Article 63.

CSE Article 63. - CSE Committes
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 the
Registered Office of the Exchange not less
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than fourteen (i4) days hefore the date of
the proposed Annual General Mesting
accompaniod by a writing from the Neminse
indicating his willingness to be so elected.
For the purposes of this Articls the Proposer
and Ncminee must both be Members
entitled to attend and vots at such masting
ant! must ba members who are not in arrears
or otherwise have any money due and owing
to the Exchangs. Provided however that
the provisions of this Article shail not apply
with ragard to the eiection of the First
Executive Committee.

CSE Articie 66. - CTSE Committoe
Minutes - The Executive Committes 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 mesting of the Executive Committee
and of any sub-committee

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

and svery Member present at any maet.ng of
the Executive Committee or Sub-
Committees shall sign his name in a book to
be kept for that purposa.

CSE Article 67. - CSE Secretary -
Subject to tha provisions of sections 75 and
178 of the statutes the Exacutive Committes
may from time to time appoint and employ
and at their diecretion 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
Exchange to record and maintain the
minutes required by the precading Article or
otherwise as required by These Presants, to
perform any other functions which by Thass
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 Committes to the
Secretary. The Executive Committee may
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also (where they appoint an individual as the
Secretary) appoint and employ any other
person as Assistant Secretary.

Subject to the provisions of Section |75 of
the statutes, the Exacutive Committee may
at any tima appoint and employ a tamporary
substitute for the Secretary or Assistant
Secretary who shail for ths purpose of
These Presents be daemied, ‘n the former
case, to be the Secratary.

CSE Article 88. - CSE Seal - The
Executive Committes 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 &ny
deed, certificate for shares, stock,
debenture-stock or other form of security or
other instrumeunt except in the presence of
two duly nominated representatives of the
Executive Committee or of one
representative of the Executive Committee
and the Secretary shall attest the sealing
thersof. Such attestation on the part of the
Secratary in the event of a Firm heing the
Secretaries, shall be signified by a partner or
duly authcrized agent of the said Firm
signing the Firm’s name or for and on behalf
ui tha said Firm as such Secreiariss. In the
event of a Company being the secretary,
such attestation shall be signified by a
director or the duly authorized agent of such
Company signing for and on behatf of such
Company as Secretaries. The sealing shall
not be attested by one person in a dual

capacity, or

Any documsnt 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
(inluding the Memorandum and Articles ot
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The Exchange) and any resolution passed
by the Exchange and any bcoks, records.
documents and accounts reiating to tha
business of the aforesaid and aiso to certify
copies thereof or axtracts cf resoiutions as
true ccpies or extracts.

114. CSE FINANCE AND
ACCOUNTS

CSE Article 85. - CSE Profit - The
income and property of ths Exchange
whensoever derived shalil b apr’.:d solely
‘owards the promotion of the objacts of the
Exchange and no portion thersof stall bs
paid or transferred directly or indirectly by
way of dividond, bonus or otherwise
howsoevor by way of profit to the parsens
who at any time are or have bssn members
of the Exchange or any of them provided
that nothing herein contained shall preven:
the payrnent in good faith of rernunsration to
any officers or sorvants of the Exchange or
to any member thereof or any other person
in return for services actually rendersd.

CSE Article 70. - CSE Arcount
Records - The Exchange shall causas
proper books of accounts te be kept with
respect to -

(a) all sums of money received and
expended by the Exchange and the matters
in respact of which the feceipt and
expenditure has bsen incurred

(b) all sales and purchasss of goods by the
Exchange, and

(c) the assats and liabilities of ihe Exchange

Proper books shall not be deemed to be
kept if the Exchange has not kept books of
accounts as ase necessary to give a true and
fair view of the state of affairs of the
Exchange and to explain its transactions.

CSE Articio 7i. - CSE Recurds,
Location - The books of accounts shall pa
kept at tas Rogistered Offica of the
Exchange or subject to the provisions of
sub-section (3) of saction 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 Commitiee shail
from time to time determine whather and to
what 2:tari and at what times and places
and under what conditions and rulss the
sccourts and books or the documents or
any of tiiem shall bo open to the inspection
of members not being members of the
Execuiive Committes and no members (not
besing members of the Exscutive
Committse) have any right of inspecting any
account or book or JdJocument of the
Exchange excapt as conferred by statute or
authorized by the Exscutive Committee or
by the Exchange at a general mesting.

CSE Articie 73. - CSE Financial
Reports to General Meeting - The
Exacutive Committee shall from tims to tima
in accordance with the provisions of sactions
144, 146 & i52 of the Act cause to be
prepared and to ba laid befors 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 s to be laid before the Exchangs in
general meeting together with & copy of the
Auditors’ Report, shall be not less than
twenty one days' bsfore the date of the
meeting, be sent to every member of the
Exchange.

Provided that this Artizla shall not require a
copy of such documents to be sent to any
person of whose address the Cxchange is
not aware.

CSE Arilcle 75. - CSE Audits -
Auditors shall be appointed and their duties
regulated in accordance with the provisior:s
of saction I56 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 personaliy
or by sending it by post to his registered
address of such other address given by him
to the Exchange, for the servics 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 cortaining
It was postad and evidence thersof shall for
all purposes bs sufficient proot that the
cover containing the same was properiy
addressed prepared and posted.

116. CSE WINDING UP

CSE Article 77. - CSE Winding Up
Approval - Subject to the provisions of
the Companiss Act no winding up liquidation
proceedings shail be initiated by any
member of the Exchange except with the
prior approval of the Executive Committes.

CSE Article 78. - CSE Guarantes
Liability at Winding Up - If the
Exchange shall be wounrd up, every person
who at the date of the winding up Is a
membe: of the Exchange and every person
who was a member within a period of twelve
months befors such date shall contributs to
the assats of the Exchange for payment of
the debts and liabilities of the Exchange
contracted before the time at which he
ceasus to be & member, and of the costs,
charges and oxpenses of winding up the
same and for the adjustmunt of the right of
the contributors amongst themsalves, such
amount &s may be required not excesding
the sum of Rupees Fifty Thousand
(Rs.50,000/-).

117. CSE INDEMNITY

P3, CSE, Liabliity t.r Use of
Facllities - The Exchange shall not be
liable for any damages sustsined by a
Member growing out of the use of or
snjoyment by such Member, its employees.
represantatives, and customers for the use
of the facilities afforded by the Exchange to
Mambers for the conduct of their business.

CSE Articie 79. - CSE, Indemnity of
Perscnne' - Save and except so far as the
provisicn ! : this Aiticlo shall be avolded by
any provisions of the Act, the Executive
Committes, the Secretary, Auditois and
other officers including employees for the
time being of the Exchange acting in raiation
to any of tha affairs of the Exchange shali be
indemnifisd and secured harmiess out of the
Assets of the Exchangs and from and
against all actions, costs charges, losses,
damages and expenses which they or any of
them shall or may incur or sustain by reason
of eny act done, cancurred in or omitted in or
about the execution of their duty or
supposed duty in the respective offices or
‘rusts, except such (if any) as they shall incur
or sustain through their own willful neglect or
default respectively, and none of them shall
ba answerable for the acts recoipts, neglects
cr defaults of any other of them or for joining
in any receipt for the saks of conformity or for
any bankers or other perzons with whom any
monies or effects of the Exchange shall be
lodgsd or deposited for safe custody or for
the insutficiency 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 tho execution of their respective
offices or trusts or in relation thereto, except
the same shall happen by or through their
own willful neglect or defauit respectively.

Chapter Two — Registration and Listing of Securities

201. LISTING REQUIREMENTS
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SC Ruiss 80 4. - Listing
Requirements - Every company which
makes an application to a stock exchange for
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listing shail comply with the listing
requiremcnis set out in Schedule Il hereto.

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

Note - (Suitabiiity for listing depends on
many factors. Applicants for listing and their
advisars should appraciate that compliance
with the relsvant roquirements laid down In
thess rules may not of Itssif ensure an
applicant's sulitsbllity for listing. Each
application wiil bs considered on Its
individual merits. ts accertance or (ejection
or deferment shall be at the sole discretion
of the Executiva Committee of the
Exchange who may require that the
application or any of the documents
accempanying 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 shail approve Listing
and Delisting of Securities foi trading based
on their finding that
1. There are or are not sufiicient
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 with
such agreemant.

CSE Rules 1.3-1 - Listing, !nitial
Application - Companies seeking
admizsion to tha Official List shall submit an
application for Initial listing in accordance with
Section 2 of thesa 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 application (initial or subsequent) shall
be forwarded in quadruplicate, through a
member of the Exchange whose duty it shall
be to satisfy that the requirements laid down
in Section 2 have been complied with.

The Exchange will communicate its final
decision to t'v Company the sponsoring
broker within fourteen({14) market days in the
case of naw issues and within seven(7)
market days in case of additional issues
unless special circumstances prevail which
require an extension 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 appiying for quotation of
Ordinary shares are, as a general rule,
expected to meest the following
raquirements:-

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

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

Below Rs. 10 million - 40P
Rs.10 million to Rs. 25 million - X%
Above Rs. 25 milion - 5%

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 avent of an offer vor sals or an
intreduction the Exchange may require a
higher percentage up to 40% irrespactive of
the size of the issued capital of the Company
(vida: 1.3-3)

1.14  Whers 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, Debertures)
subject tc the provision of the Securities
Council Act, provided that ordinary sharss of
such company are already quotad In the
official list.

However, the total value of any other class of
shares in issua 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 bs si'bject to the following
terms and conditions:-

i. When non-votirg shares are approved for
4 quotatior: a pre- condition Is that other
classes of shares which enjoy voting rights
are already quoted on the Exchange in order
to enabls holders o! non-voting shares to
acquire voting shares in the market, if they
so desire.

il. The quantum of non-voting shares in a
listed Company at any tims shall not exceed
50% of the voting shares of such Company.
(This is to prevent a situation where & small
public company having shares tightiy held
among a few shareholders and saeking to
raise a large sum of money through the issue
of non voting shares.)

lil. The non-voting shares shal!l have oniy
limited lifs. The terms of issue of such shares
shali provide for those shares to be
convertible or redeemabie after the iapse of
a determined number of ysars and such
period shali not exceed 5 years. (Ths reason
for this is ‘hat if the Company after the issue
of non-voting shares, wera to incur losses
thereafter continuously the non-voting
shareholders shouid recourss to
redemption.)

lv. if ths Company fz'is to pay a dividend for 3
consecutive y. ... after the issue of non-
voting sharss, such shares shaii
automatically be converted into voting
shares.

v. A company contempiating an issua of
non-voting rights shares shaili have a
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satisfactory profit and dividend record for a
minlinum of S years, as determined by the
Exchange.

204. LISTING PROPERTY
COMPANY SHARES

CSE Rules 1.1-6) - Listing »roperty
Company - The Exchangs shali except in
exceptional circumstances, not list a
Property Company uniess a valuation of tha
free-hold land and lsase- hold Property of
the Company or of the group (such as the
cass ray be has been conducted by
independent professional vaiuers on a date
which shall not be more than nine months
from the date of tha Company’s application
to the Exchange for quotation. However,
the Exchange may require an indepandent
assessment of such valuation for its own
referencz when evaiuating the application
and the applicant shali bear such expenses
arising out of such valuations.

205. LISTING CONVERTIBLE
SECURITIES

CSE Rules 1.2-2 - Listing
Convertible Security - Where any other
classes of sacurity exists or is issued which
can b converted into ths class of sacurity for
which a quotation is sought o hes been
granted (eg. Praference shares, Convertibie
debantures, tully subordinated debentures
or loan stock), then application may be made
for such class of security to be quoted at the
sams timo ac a quotation Is baing sought for
the principle security or befora the new
ciass is issued as the case maybe.

Under oxceptional circumstances, the
Exchango may at its own discretion grant
waiver of this policy and may Impose such
terms and conditions as it seems fit.

206. LISTING ALTERNATIVE FOR
ESTAELISHED COMPANIES

CSE Rules 1.3-3 - Listing by Offer
of Sale or Placing - Iin addition to
application for initiai iisting (issue by
Prospectus) as detaiied out in Saction 1 and
2, the Exchange may, under spaciai
circumstances, consider the foilowing:

a. an offer for sale

b. a piacing or introduction


http:desire.CS

Consoitdated Srt Lanka Securitles Requlations

In either event:

I. The Company shall have a 5 year
satisfactory operating record (in the case of
investment companies, the Exchange may
waive this requireiment.)

ii. The shares shall (a) already be widely held
and (b) sufficient shares shall be available for
sale and (c) there shali 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 impese
such further conditions and requiremants as
it may deem necessary.

207. LISTING GOVERNMENT
SECURITIES

CSE Rules 1.4-6 - Listing
Governments - Dealings shall aiso be
permitted in Treasury Biils, Loans, Stock,
Biils, Mortgages, and short-term sacurities
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
establishad by or under any statute.

208. LISTING AGREEMENT

CSE Rulas 1.2-4 - Listing
Agreement (Undertaking) - -
Companies applying for listing on the
Exchange shall enter into an undertaking
with the Exchange under the common seal
of the Company with all the listing
requirements and policies of the Exchange
which shall be in force from time to time and
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 - Listing
Agreemert; - Any issuer applying for listing
of its securities on the Exchange sha!l anter
into an Agreement in the foilowing form, but
nothing in the Agreement shail be
construed to require the issuer to do any
acts in contravention of law or in violation of
any regulation of any public authority
exercising jurisdiction over the issuer.

Listing Agreement

(hersinafter called the
Issuer), in considoration of the listing of the
securities covered by this application,
hereby agress with the Colombo Stock
Exchange (hereinafter called the
Exchange), as follows:

1. Any notification or report renuired to be
made to the Exchange in this agreement will
also promptly be publicly announced.

2. The issuer will promptly notity the

Exchange o,

a) any change In the general characier or
nature of buginess,

b) any changes of principal officers or
directors,

c) any disposal of any property or any stock
int_rest in any of its subsldiary or
controlied companies if such disposal
will matarially affect tha financial positior;
of the issuer or the nature or extont of its
operations,

d) any change In, or removal of, collateral
deposited under any mortgaga or trust
Indenture t.ndar which securities of the
issuer listed on the Exchange have
been issued,

8) within ten days after ths 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 ths issuer
during such fiscal quartar, such report
showing separate totals for acquisitions
and dispositions and the number of
sharas of such stock so heid by it at the
end of each quarter,

f) &li facts relating to the purchase, direct or
indirect, of any of its securities listed on
the Exchange at a price in excess of th.a
market price of such security prevailing
on the Exchange at the time of such
purchase,

g) any action by it or by others which
becomas known to it which will result in
the redemption, canceliation or
retirement, in whole or in part, of any of
its securities listad on the Exchange,

h) action taken to fix a stockholder's record
date, or to ciose the transfer hHooks, for
any purpose (and will take such action at
such time as will permit giving the
Exchange at least ten business day'’s

29



Consolidated Sr1 Lanka Securities Reguiations

notice in advance of such record date or
closing of the books,

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

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

3. The issuer wiil furnish to the Exchange on
demand such other information concerning
the issuer 4s the Exchange may reasonably
require.

4. The issuer will file with the Exchange:

a) four copies of ail material mailed by the
issuer to its stockhoiders 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 resoiution of
directors in the naturs 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 amundnent
shall have become effective.

S. The issuer wili publish at least once a year
and submit to its stockhoiders at isast fifteen
days in advancs of the annuai meeting of
such stockholders and not {ater than three
months after the ciosse of the iast preceding
fiscal year of the issuer:

a) ¢ “alance sheet as of the end of such
fiscal year, and a surplus and income
statement for such fiscal ysar for the
issuer as a separate entity and of 2ach
other sntity in which it holds directiy or
indirectly a majority of the equity; or in
lieu thereof, eliminating ail intercompany
transactions, a consoildated balance
sheet of the issuer and its subsidiaries
as of the and of the last previous fiscai
year, and a consolidated surpius
statement and a consolidated income
statement. If any such consolidated
statement shail exciude entities a
majority of whose ecuity stock is owned
directly or indirectly by the issuer:
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i) the caption of, or a note to, such
statement will show the degree of
consolidation,

ii) the consolidated income account will
reflect, either in a footnote or
otherwise, the parsant company's
proportion of the sum of, or
difference between, current
earnings or lossas and the
dividends of such unconsolidated
subsidiaries for the period of the
report; and

lii) the consolidated balance sheet wili
reflact, either in a footnote or
otherwise, the extent to which the
equity of the parent in such
subsidiaries has basn increased or
diminished since the date cf
acquisition as a resuit to profits,
losses and distributions.
Appropriate reserves, in according
with good accouising practice, wiil
bs made against profits arising out of
transactions with unconsoildated
3ubsidiaries In either parent
statements or consolidated
statements. Such statements will
refiect the existence of any default
in interest, cumuiative dividend
requirements, siiking fund or
redemption fund requirements of
the issuer and of any cortrolied
entity, whether consoiidatod or
unconsolidated. Such statements
shail be in the same form as the
corresponding statements
containad in the listing appiication in
connection with which this listing
agreement is made, and shaii
disciose any substantial items of
unusuai or non-recurrent nature.
issuers shall publish either quarterly
or mid-year statements of earnings
on the basis of the same degree of
consoiidation as in the annual
report. Such statements wiil
disciose any substantial items of
unhusuel or non-recurrent nature and
will show either net income before
arid after income taxes or net
income and the amount of income
taxes.

b) the number of its shares of stock issuable
under outstanding options at the
beyinning of tha ysar; separate totals of
changes in the number of shares of its
stock under option resuiting from
issuance, exsrcise, expiration, or
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cancellation of options; the number of
shares 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 opticns
through canceliation and reissuance, or
otherwise, except price changes
resulting from the normal operation of
anti-dilution provisions of the optisns.

All financial statements contained in annual
reports or proxy statements to sharehoiders
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 accompaniad by a certificate made by
them 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 wili not select any of its
securities listed on the Exchange for
redemption otherwise than by lot or pr rata,
and will not set a redemption datc eariier
than 15 business days after the date the
issuer action is taken to authorize the
redemption.

7. In case sscurities 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 application. 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 hoiders thereof,
witi_out giving twenty days' prior notice to
the Exchange of the proposed change, and
having made application for the listing of the
securities as changed it the Exchange shall
SO require.

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

10. The issuer will not make, or permit any
subsidiary controlied by it to make, any
substantial charges sgainst capital surpius
without notifying the Exchange and if so
requested by the Exchange submitting such
charges to stockhoiders 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 to
depraclation and depletion or in bases of
valuation of Inventories or other assets,
without notifying the Exchange and
disciosing the 2ffact 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 its
members not cfficers or controlling persons.

13. The Issusr 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 of
the Issuer listed on the Exchange shall
he payable and where any such bonds
which are registerable as to principal or
interast may be registered.

b) all stock of the Issuer listed on the
Exchange shall be transferable.

c) Checks for dividends and other payments
with respect to listad stock may be
presanted for immediate payment

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

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

(B) a Registrar whers listed stock of the
issuer shizll 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. The
issuer 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 rolating to a listed
security.

1S. The issuer will maintain a sufficient
supply of certificates to meet the demands
for transfer. |f stock certificates do not recite
the prefarences of all classas of its stocl, it
will furnish to stockhuldors on raquest and
without charge a printed copy of such
preferances.

16. The issuer wili not issus any commor:
ownership shares without voting rights and
all such shares shall have an equal vots.

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

18. The issuer wili publish immadiatsly to
the holders of any iisted sscurities any action
taken by it with respact 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 intarests
and to exercise their nghts; 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 issuar 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
replacament and subsequent appearance of
the original in the hands of an innocent
holder, either the original or the dupiicate
bond will be taken up and canceiled and the
iscuer will deiiver to such holder ancther
bond theretofore issued and outstanding.

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

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

SC Rules 90 8. (1) - Delisting -
Upon iisting, a listad company shall anter
into an ugresment with the stock exchange,
which provides that the sacurities of each
company shall remain on the official list solely
at tha discretion of such stock exchange.
The stock exchange shall have the right to
suspend or remove such sacurities from the
officlal list at any time for any reason which
the stock exchainge considers proper in its
absolute discration. Any aggrisved party
may appsal to the Council from any dacision
of such ttock exchange.

(2) (a) Whers any listed public company
wishes to delist, it shall do so only after
obtaining prior written approva! of the
Council; (A SECURITIES COUNCIL
DELISTING QUESTIONNAIRE IS AT
EXHIBIT 6)

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

(c) In the avent the resoiution to delist the
public quoted company is passed with the
raquired 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 tho 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 shail rank pari passu with
the existirig issue of the capitai 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 bs mads availabie 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’ financlal year
end provisional results shal! be announced
within four months of the end of each
companies’ financial yoar.

(4) (a) Every iisted public company shall
prepare and furnish to the Councii accounts
in accordance with the provisions of the
Companies 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
Institute of Chartered Accountants of Sri
Lanka,

(S) The report of a listed public company
shall disclose any occurrence or events
which In the viaw 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:

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 shali
ensure that, except whers 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 listed public company shail submit to
the shareholders, as well as to the stock
exchange of which it is a member, an interim
financlal statement within ninety days from
the end of six months of the financial year, in
such format as may be prescribed by the
stock exchangs. The interim statement sha!|
be signed by any two Directors of the
company and certified as to whether such
ccounts are audited or unaudited.

(b) The stock exchange upon receipt of the
Intarim financial statement, shall, If such
statament conforms to prescribad standards
forward such statement to the members of
such stock exchange.

211. LISTING, CONTINUING
REQUIREMENTS

CSE Ruies 3 - Listing, Continuing
Raquirements Prearible - While a
Company ramains on trs officlal list it shall
comypiy with the following requirements and
such requirsments as may be introduced
from time to time at the discretion of the
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
immediata effact:

3.1-1  Any information concerning the
Company or any of its subsidiaries of 2 faise
markat In the Company’s securities or which
would be likely to materially affect the price of
its securities.

3.1-2 Any acquisition or disposal which are in
the nature of trade investments and which in
the opinion of the Directors is material, the
fact of such disposal or acquisitions and the
possible or estimated effscts of such
disposal and acquisitions on the
performance and the profitability of the
Company shall be communicated to the
Exchange and to the shareholders
simultaneously.

3.1-3 Any proposad 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
purchass or sale of any controlling interest or
any substantial part of the assets of the

33



Consolidated Sri Lanka Securities Regulations

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 theraof, stating the
books closure date, which shall be at least
14 market days after the dats 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 considerad.

3.1-6 Any recommandation or decision that
a clividand 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 bafore tha expiry of 21
market days from the books closure dats.
Such information shouid be communicated
to the Exchange by telephone no sooner
the meeting Is hsld 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 altsrations to the dividend
entitiement.

3.1-8 In the case of an interim dividend
declared before the close of a financlal year,
such announcement to the Exchangs 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 yeaar.

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 statament showing
comparative figures of the following:

a. Turnover figures/Gross operating profit;
b. Gross profit;

¢. Income from other sources;

d. Provision for Taxation;

e. Nett Profit after Taxation.
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3.1-10 a The Company shall make available
to the Exchange and to all shareholdars in
the form set out in Appendix 3 and 4 of this
saction a half yearly Financial Statement
bafore the expiry of 3 months from the haif
year period. Such Financial Statement shall
be signed by the Chairman or Chief
Executive and the Finance Director or in his
abssnce the Chief Accountant.

b. The Company shail make availabls to the
Exchange a Financial statement before the
expiry of 3 months from the and of each
Finencle! 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 aut 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 sand duly stamped proxy
forms to shareholders and debenture
holders in all cazes 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 ali cases where proposals other
than those of a purely routine nature are to
be considered at a meeting of the
Company's sharsholders and debenture
holders and such proxy forms shall be so
worded that a shareholder or a debentute
holder may be eligible to vote either for or
against each resolution.

3.1-12 any change of address of the
registered office of the Company or of any
officas at which the register of the sacuritiss
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 appiication filed 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 subsldiaries.
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3.1-16 Any acquisition of shares of another
company or any transaction resuiting in such
Company becoming a subsidiary of the
Company.

CSE Rules 3.2 - Listed Company
Document Copies to Exchange - 1he
Company shall forward to the Exchange at
the same time as desspatched to the
shareholders:

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

3.3 Tne Company shall prepare and
circulate before the expiry of 6 months from
the clogo of the Financlal Year a balance
sheet and profit and loss account In
accordanca with the accounting standards
and pronocuncements 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 Asscclate and Subsidiaries
with the reiativa parcentage.

¢. A distribution schedule of each class of
equity security setting out the number of
holders and perzentage in the following
categories:-

No.of Holders
Total Holdings %

Holdings

less than 500 shares
500 to 5,000 shares

5,001 to 10,000 shares
10,001 to 20,000 shares
20,001 to0 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

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 with 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 pubiic offer
of such securities shail be made only upon
the grant of approval by such stock
exchange.

SC Rules 90 7. - Listed Company
Share Provisions, Transferability,
Voting, Llens, Calls -(3) Fully paid
shares shall be freely transferabie and shall
be free from all lien except when a company
has to comply with any statutory or
governmental requirement in which event,
the stock exchange with the approval of the
Councll 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,
Confiicts of Interest - The existence of
material conflicts of interast between
companies and their Officers, Directors or
substantial shareholders (or members of
their families or concerns controllied by them)
shall be reviewed by the Exchange on an
Individual basis in considering ths eligibility
of companies for Initial listing. Companies
shall be expacted, 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 pariod after listing. Where a
confilct cannot be resolved promptiy for
sound business reasons, the Exchange
shall consider all pertinent factors, and shall
appoint a cornmittee of inquiry for such
purpose.

(The most common types of conflict
situations to which this policy applies
Iinclude 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 the
Compary, Interest in subsidiarias, interest in
businesses that are competitors, suppliers
or customers of the Company, ioans to and
from the Company etc.)

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

2. Significant operations of the Company.

b. The terms of the arrangament are the
same or better than those that can be
obtained from unaffiliated concarns.

¢. The arrangement has bean approved by
Directors or sharehoiders who are
independent of such confiicts.

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

CSE Rules 1.3-5 - Listed Company,
Open Subscription Pariod - The list
for subscribers shail be kept open for a
minimum period of five (5) market days from
the proposed data of opening. The
Exchange shull 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 ba
determined by the Company in consultation
with the Exchange. The Company shail allot
the shares as soon as the basis of allotment
is determined and shall publish the
distribution schedule in at ieast 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
operativs in the Securities Exchange.

CSE Rules 1.3-7-8 - Listed Trading
of Newly Issued Shares - In the case
of a new listing the shares allotted in terms of
a prospectus shall be permitted for trading
only after the expiry of four (4) market days
from the date of despaich of allotmant
letiers.

1.38 Certificates in raspect of Public Issues
shall normally be despatched to ths
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shareholders before the expiry of 21 market
days from the last date for renunciation.
However, the Exchange may at itz 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 chali be
restored for trading after the expiry of 4
market 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 bulld-up of complications in
documentation due to tha absence of an
instrument for trading)

1.3-9 In the case of subscquent issues
offered to the public (not by way of Bonus)
the shares of 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
naw shares become oligible for trading In the
market, being 4 market days from the date of
despatch of aiiotment lettars.

CSE Rules 1.2-10) - Listed
Company, Allotment of shares to
employees - Companies seeking
admission to the officlai list may be permittad
if they so desire, with the approval of the
Exchange, to reserve up to 10% of the
issuod share capital for aliotment to their
empioyeas and Exscutive 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
sach employee and the basis of allotment.

CSE Rules 1.4-1 - List, Official -
The Official List shall, uniess the Committes
otherwise orders, contaln a list of quoted
sscurities with suci: particulars and In such
form 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
sacurities, 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 soid by a member of the
Exchange without tha prior sanction of the
Commities.

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

CSE Rules 1.4-5 - Notification of
Listing, Suspension - The decision of
the Committes regarding (a) the acceptance
or rejection or deferment of an application for
quotation or (b). the suspersion or
cancellation of a quotation or (c). the
suspension of a record shall ba notified to ali
members of tho Exchange and to the
Company whose securities are affected
theraby.

213. LISTING FEES

CSE Rules 1.4-7 - Listing
(Quotation) Fees, Initial - Al
companiss 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/). Whers the quotation is for a
further issue of securities in respect of a
company aiready quoted, one half only of
the above mentioned fee shall be payable.

No fee shail be payable for stock unit
application of securities Issued by the
Government, Cantral Bank or 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 a
quotation is granted.

CSE Rules 1.4-8 - Listing Fees,
Annual - All companias whose securities
are quoted on the official list by the
Exchange shall pay an Antwual Fee to the
Exchange on or before the 31st day of
March in each calendar year basud on the
ordinary issued capital as at 31st January
immediately praceding 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. 5,000/-

Above Rs.5,000,000 and up to
Rs.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 grarted during the year.

214. ADDITIONAL LISTINGS

CSE Rules 4 - Listing Application,
Additional Shares -Acompany
pursuing either a rights or a bonus issue
shall submit an application through a
menmber of the Exchangs. The form and
content of tne application shall be as
follows:- itam 1: Title page as cutline in CSE
Rule 2.3-A

Item 2: "Particulars of Company” as outlined
in CSE Rule 2.3-B

item 3: Supporting papers

a. A draft copy of the circular to
shareholdears.

b. Specimen of the :-
. Provisional letter of aliotment.
il. Lettar of acceptance.
iil. Form of Renunciation.
iv. Form for application for the
additional sharesincass of a  rights issue.
v. Share certificate.
c. A certifiad copy of the Board Resolution
authorising the issue.

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

ltem 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 to
the Exchange.

b. No dates shall be fixed for closing of
books, entitiement, provisional aliotment,
splitt.ng and renunciation untii 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 isast 14 market
days after receiving approval from the
Exchange.

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

4.2-2 The following statements:

a. “THIS DOCUMENT IS IMPORTANT"(to be
in bold print)

b. “If you are in any doubt as to the action
you should take, you shouid consuit your
Stockbrokers, Bank Manager, Solicitor,
Accountant, or othsr professional adviser
immediately.’(to bs in bold print)

‘Copies of this document, togsther with
copies of the Provisional Aliotment lettar and
additional share application form, have beaen
lodged with and registered by the Registrar
of Companies who take no responsibility for
the contents of the documents.”

¢. “Permission has already been obtained
from tne Colombc Securities Exchange to
deal in and for the quotation of the naw
securities arising from the rights. Such new
securities will be admitted to the official list of
the Exchange and trading will bs permitted
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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 stataments mads or opinions herein.”

“Admission to the officiai list and quotation
of the said new securities is in no way
reflective

o. °All the documentation relating to this
issue has been seen and approved by the
Diractors of the Company and they
collectively and individually accept full
responsibllity for the accuracy of the
Information given and confirm that after
rnaking all reasonable enquiries and to the
best of their knowledge and bslief there are
no other factors the omission of which would
make any statamant misleading.”

f. Reasons & Purpose of the issue

i. This shall incilude a statement or an
estimate of the net proceeds of the Issue
angd a Statement as to how the proceeds are
Im=nd.4 to ba appiied.

il. The prusent market value of a share.

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

CSE Rules 4.3 - Rights Issue,
Shareholdsr’'s Approval - |f a rights
Issue requiras the sanction of the
shareholders at a General Meeting, such
companies shali 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 procead 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 Masting.
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4.3-5 The Company re-opens the transfer
books and the Exchange quates the
sscurity “XR” after the expiry of 20 merkat
days from ths date of notification to the
Exchangs.

4.3-6 The Company closes the transfar
books to consider the rights entitiement 10
market dayz after its shares ware quoted
“XR® in the market.

4.3-7 The Company hoids EGM not eariiar
than 20 market days zfter raceiving approval
from the Exchangs but not later than 40
market days.

216. BONUS ISSUES & STOCK
SPLITS

CSE Rules 4.4 - Bonus Issues - A
Company intending io maka a honus issus
shall promptly make an announcemsnt to
the Exchanga even if the issue of sharss to
certain categories of members of the
Company is subject to Exchangs Control
approval.

The follawing procedurs laid down by the
Exchangs shali be followad by the
Companies pracseding with a Borus Issua.

4.4-1 The Company informs the Exchange
immediately after the moeting the intention
of the Board tc proceed with tha issue.

4.4-2 The Corrpany submits application to
the Exchange within 7 market days from the
date of notification.

4.4-3 The Exchange informs tha Cormnpany
f its decision within 7 market days from
receiving the application.

4.4-4 The Company closes baoks for a
period not exceeding 3 markst days if
necessary to send out notices convening
the axtra-ordinary Generai Mesting.

4.4-5 The Company ra-opens the transfer
books and the Exchange quot the Security
“XC* after the expiry cf 20 market days from
tha date of notificatict: to the Exchange.

4.4-6 The Company closes the transfar
books to consiger the bonus ertitisment 10
market days after its shares wers quoted
“XR" in the market.

4.4-7 The Company holds EGM not earller
than 20 market days after

rec certified by » rasponcibia official of
the Company.

b. ¥'/hers a right renunclation is givan:

I. the period for renunciation sha!l not
exceed 21 market days froin the data of
issue of the Allotment letters/latters of
Rights while the pariod for splitting shall not
exceed 10 market days;

Il. the form of renuncistion shall be printed
on the back of or attached document in
question.

Provided that, I the lew permits, the fore-
going periods may respectiveiy be
extended to a maxirnum of six weeks and
minimum of threa weeks.

c. The documonts shall be serially
numberad, printed on good quality paper,
and shall be axamined and autographically
signed by a responsible official of ‘he
Company.

d. Lettars of aliotment and accsptance shall,
wherever possible, contain the distinctive
numbers of tha shares to which they relata.

8. Provisional Allotment Letters, Letters of
Rights and Allatment Letiers Issued upon
conversion or in capitalization of reserve
shall state the namas of all joirt holdars.

f. Letiars shall state how the naxt payment of
dividend on tha security will ba calculated.

217. DOCUMENTARY LEGAL
REQUIREMENTS

CSE Rules 1.2-3 . Listed Company
Meniorandum & Articles - Reference
to Section5 Companiss seeking admission
tc the Official List of the Exchangs shall be
required to incorporate inte their
Memorandum and Articles of Association
various provisions which are set out in
Ssction 5 of these rules.

CESE Fules 5 - Listed Company
Memorandum & Articles - 5.1 Ths
Company shail not by its Memorandum of
Association or other corresponding
dacument raserve power to itsalf to act as
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Stock or Shars Brokers or as dealers in
securities.

5.2 The Articies of Assoclation or other
corresponding document shall contain
provision to the foliowing sffect:

A. s regards transfer and registration:

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

2. that fully paid sharas shall be free from any
restriction on the right of transfer and to the
extent to which In its opinion shall also be
free from ali lisn. when and if necessary to
do so to enable a Company ta comply with
any Statutory or Governmsntal roquirement
affecting its business, the Comrnittes may
permit a modification or variation of this
requirerent.

3. that, where the Company takes powe: to
refuse to register more than threa persons
as joint holders of a share, such power shali
not appiy to the executors or trustses of a
daceased holder.

B as regards Definitive Cerlificates:

that all forrns of Certificates for Sharss,
Stock, Debenturs Stock or reprasenting
any othar form of security (cther than Letiers
of Aliotmeant or Scrip Certificates) shail be
issued under the common sea! of the
Company. This requirement so far as it
relatas to autographic signatures of Directors
may bs relaxed in cases where the Directors
being so authorized by the Articles have
resoived to adopt somea method of
mechanical signaturs which is controlled by
the Auditors, Transfer Auditors or Bankars
of the Company.

C as regards dividends:

1. that &ny amount paid up in advance of
calls cn any share may carry intsrest but shaii
not entitie the hoider of the share to
participate in respact thersof in a dividend
subsaquarily daciarod.

2. that unclaimed dividands cannot be
forfeited before the axpiration of six yaars
after date of daclaration therecf.

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 Cempany and its subsidiaries
(exclusive of inter com~any with ths consent
of the Company in genaral meting by
ordinary, extra-ordinaiy or spacial resolution,
oxcead a rsasonable amount which, if
measured by reference to share capital,
must bo related to the issued and paid up

share capital of the Compaiiy.

2. that the Dirsctors shall hava power at any
time and from time to time 1o appoint any
other person as a Director either to fill a
cesual vacency or as an addition to the
Board, but so that tho totai number of
Directors shail not at any tims axcesd the
maximum numbaer authorized by the Articles
of Association; but that any Directors so
appolzted shall hoid office only until the
next foliowing Annual

General Masting of the Company, and sha!!
then ba sligible for re-siaction;

3. that whera not otherwise required by law,
the Company In Genoral Maeting shall have
power by Ordinary Resolution to ramove any
Director (including a Managing Director but
without prejudice to any claim for damages
under eny contract) befora the expiration of
his pariod of office.

E as regerds accounts:

that a printed copy of the Peport of the
Directors accompanied by the Balance
Sheet (inciuding svery documant required
by law te be annaxed thersto) and Profit and
Loss Account or incoms and Expenditure
Account shali st least 21 days previous to
tha Genoral Maeting bu deilverad or sant by
post tc every sharshoidars who shail have
registsred an address in Sri Lanka.

F &s renards rights:

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

2. that the rights attnched to any siass of
shares may not be variad without the
reasonabis conzent of the hoiders of such
shares.
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G as regards investment trusts: where it is
desired that the securities of the Company
be classifisd under the “Investmant Trusts®
section of the Official List, that all monies
realized on the he sale or payment off of any
capital asset in excess of book valus of the
same and all other monies in the nature of
accretion to capital shall be treated for all
purposas as capital monies and not as profits
available for dividends.

H as regards notices:

1. that, where power is taken to giva notice
by advertisement, such advertisement, shall
be insarted in at least one leading National

Daily Newspaper.

2. that, where it is provided that notices wilt
be given only to those members whose
registered addresses are within Sri Lanka,
any member whose registered address is
not within Sri Lanka, may name an address
within Sri Lanka which for the purpose of
notice, shall be considered as his registered
address.

| as regards redeemable sacuritias:

that where power is reserved to purchase a
redesmable 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 and
unsecured debentures shall contain
provisions to tha following effect:

A as 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 sacurity shall
not In the event of tha Company going into
voluntary 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 purposa of
the drawing shall not exceed Rs.1,000/-;

B as regards Trustses:

1. that there shall bs at least tvo trustees,
provided that a company or corporation
approved by the Committes of the
Exchange may be appointed sole trustse:

2. that the appcintment of a new trustee
under any stetutory or other power shall be
notified to the Debenture (or Debenture
Stock) hoiders.

C as regards Meetings and Voting Rights:

1. that a meeting of Dabsenture (or
Debenture Stock) holdars must be called on
& requistition in writing signed by holders of
at laast one tenth of ‘he rominal amount of
the Debentures (or Dabanture 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 bs made for the adjournment
of the meeting for not less than fourteen
days. In that evem r.otice 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
form a quorum;

3. that the nacessary majority for passing an
Extra 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 dsmanded 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 entitied 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 tran=*arred is more than Rs.100/- such
denominations may be substituted for the
Rs.100/- referred to above.

D as 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 Definitive Certificates: that on
any payment off of part of the amount due
on the sacurity, un'ass 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 sscurities which ara
entitied “Mortgage” tha same shaii be
secured ‘o a sutstantial sxtent by a diroot
spacific mortgage on movabie or immovable
property. In the case of Debantures or
Debenture or Loan Stocks that constitute an
unsecured liability the same shall be entitied
‘unsecured”’

2. that the aggregate of the borrowing of any
subsidiary company shali be iimited to a
reasonable amount except with the consant
of an Extraordinary Resolution of the
Debenture (or Debenture Stock) holders.

CSE Ruies 1.3-2 - Listed Company,
Prospectus Referencs - All companies
sesking admission to the Official List of the
Exchange, whether through a public issue,
offer for sale or introduction, shall issue a
prospectus or a statement in lieu of
prospectus a3 the case may be which shall in
addition to complying with the Prospectus
requirements of the Companias Act, comply
with the Prospectus/Statement in lieu of
Prospectus requirements of the Exchange
as set out in Saction 7.

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

it the approval is granted the Exchange shall
intimate to the Company through the
sponsoring broker the requirements of the
members and the Company shaii make
arrangsments to provide the fuii quota to the
Exchange at least five (5) market days before
the proposed date of issue. The Company
shall aiso 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
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responsibiiity may disentitls the Company to
an official quotation.

CSE Rules 7 - Listed Company,
Prospectiis 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 inforrnation,
according to tha particular iiature of the
issuer and of the securities for which listing is
sought, shall be included to the extent
necessary to enable investors &:id their
investment advisers to make an informed
assessmont of the assets and liabllitiss,
financial position, profits and losses and
prespactus of the issuer #.nd of the rights
attaching to such sscurities, notwithstanding
tnat such information is not specifically
requirsd by this Section or any other Section
of these Rules.

Furthermore, the Exchange may require
disclosure of such additional information as it
considsrs 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, ths persoas responsible for
Prospectus, the auditors and other advisars)

7.2-1 Name of the Company, registered
office.

7.2-2 Date of incorporation.

7.2-3 Place of Incorporatiorr 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 foliowing form:-

‘This Prospectus has besn ssen and
approved by the Directors of the Company
and they coilectively and individually accept
tull responsibliity for the accuracy of the
information given and vonfirm that after
making ail reasonabie enquiries and to the
best of their knowiedge and beiief, there are
no other facts the omission of which would
make any statement heresin misleading.”
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7.2-6 A statement by the Company
managing the issue that to the best of it
knowledge and belief the prospectus
constitutes fuil and true disciosurs of ali
matarial facts about the issue and issuer: and
where appropriate, it has satisfied itself that
the profit forecasts have been stated by the
dirsctors after 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 Prospaectus with the stat-ment
or report included in the form and context in
which it Is included.

7.2-8 Name and quzliification 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 houss and
trustes (if any)

7.3 The Securities for which application Is
being made: A statement shail be made as
foliows:-

"Approvai has been obtained from ‘he
Colombo Securities Exchange for
permission to deal in and for quotation for all
shares of the Company aiready 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 List of the said S'ock Exchanga.
The Coiombo Securities
Exchange(Gte)Limited assumes no
responsibility for the correctnass of any of
the statements made or opinions expressed
or reports inciuded in this Prospectus.
Admission to the Official List 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
nominal 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, entitiement to share in the
profits ana, in the event of liquidation, in any
surplus and any other special rights.

\Vhere there is or is to be more than one
class of shares of the Company in Issus, 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 capitai or
variations of class rights whether or not such
provisions are more stringent than required
by law.

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

7.3-6 Number of sacurities to be offered to
the public, ernpioyees, government
institutions, financiai 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 the
persons underwriting or guaranteeing the
issue with elaborate detalils.

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

The Exchange reserves the right to require
an issue to be fuily 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 deveiopment) .......
Buldngs
Plant, Machinery and Equipment .........
Vehicles

Preliminary Expenses.

sesecssessaces
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Project promotion expenses ...
Management Expenses = ...

Total SR
Project Cost reonammvessemes
Funded by: "rrsesesatsasasenenms
Equity erenressnssrasseserme
Loan Capital sesmenssasrsasasessaons

7.3-13 Statement by the Directors that in
their opinicn the working capitai available to
the group is sufficient, or if not, how it is
proposad 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 promozter if and
to the extent that disclosure of same is
raquired by law.

7.3-15 Particulars of any commissions,
discounts, brokerages or othar 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 lts
subsidiaries,

7.3-16 (a) Indication of any of the following
which have cccurred 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
respact of other Companies’ shares.

(b) statsmer: 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 privatsly, details must
be given of the nature of such operations
and of the number and characteristics of
shares concernad.

7.4 General information about the Issus and
its Capital:

7.4-1  Amount of any outstanding
convertibie debt securities.
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7.4-2 Indication of the conditions governing
and the procedures for conversion,
exchange or subscription of such sacurities.

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) tha interests of each director in the share
capital of the Company as appearing in the
register maintained under the provisions of
the Companies Act No.17 of 1982.

(c) the names together with the respective
interests of the

substantial (10% and above) sharsholders 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
Cempany held (directiy’ 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 agrsed conditionally or
unconditionally to bs put under option, with
the price and duration of the option and
consideation for which the option \vas 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
membars or dehenture holders ur to any
class thereof or to employess under a share
option schame, it shall ba sufficient, so far as
the names are concamed, to record that fact
without giving the names of the grantee.

7.4-6 The dates of and partiss to all material
contracts (not being contracts entered into
in the ordinary course of business) entered
Into within two years Iimmediately preceding
the publication of the Prospectus, together
with a summary of the principlie 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 foliowing documents
(or copies thereof) where applicable may be
inspected; the Memorandum & Articles of
Assoclation, Mortgage, Trust Deed, Deed
Poli, all material contracts or in the case of a
contract not reduced into writing a
Memorandum giving full particulars thereof
of ali reports, letters, balance sheets,
valuations and statements by any expert any
part of which Is extracted or referred to in the
Prospectus, Offer for Saie 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 esach of the two
financial years immediately preceding 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, asseis empioyed
or any other factor, information as the relative
Importance of each such activity.

7.4-9 In regard to (i) every company wtiose
results are, or are proposed to be, dealt with
in the consolidated accounts and (ii) other
investments which are matarial In relation to
the Company, particulars of: ths name, date,
place of incorporation, whether public or
private, ganeral nature of business, issued
capital and the proportion thereof hald or
about to be held.

7.4-10 In regard to the Company and avery
subsidiary or company about to become a
subsidiary, particulars of: the situation, area
or tenure (including in the case of
leassholds, the rent and unexpired term; of
the factories and main buildirig 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 shouid contain a reasonable

breakdown between the more important
trading activities.

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

7.5 Financlal information Concerning the
Company or Group:

7.5-1 in relation to the Company and its
subsidiaries:

a. Particulars of loan capital (inc'uding term
loan) outstanding, or created but unissued
and of all mortgages or charges, or an
appropriats negative statsment.

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

7.52 Areport 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 sut-sidlary 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 raspect to the balance sheat of the
company and in the case of an issue by a
holding company, a like report with respect
to the consolidated baiance sheet of the
compary and its subsidiary companies, in
each case at the end of the last accounting
period reported upon.

e. with raspect (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
pericd reportad upon and at the baginning
of the first such period.

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

In making such a report the auditors shall
have such adjustments (if any) as are in their
opinion appropriate for the purpose of the
prospectus.

Particuiars (as at iatest date reasonably
practicabie) of other borrowings ar
indebtedness in the nature of borrowings,
inciuding bank overdrafts and iiabilities
under acceptance (other than normal trading
biils) or acceptance credits, ieasing, ieasa
purchass and hire purchase commitments,
or guarantees or other material contingent
liabilities, or if thare are no such liabi'ities, a
statement to that effect.

7.6 The Management

a. rlame, address, age and position of aii
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, inciuding his principal business of
any enterprise in which such occupation and
employment wers carried in.

¢. Indicate any other directorship held by
each director or proposed directcr.

d. Whether any director, Generali Manager,
Chief Executive or person nominated to
become a Director, Generai Manager or
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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 temporariiy
enjoining him from acting as an investment
adviser, deaier in securities, directors or
amployee of a financial institution and
engaging in any type of business practice or
activity.

e. Details of ail 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, exciuding
contracts expiring, or determinable by the
empioying 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 iast compieted financial
year togethar with an sstimats of the amount
payabie to diractors, including proposed
directors, for the current financiai period
under the arrangements in force at the date
of the prospectus.

7.6-3 Fuli 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
ieased to, the Company or any of its
subsidiaries,or are proposed to bs acquired
or disposad of by or leased to the Company
or any of its subsidiarias or are proposed to
be acquired, disposed of by or leased to the
Company or any of its subsidiaries,
inciuding:-
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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 the
publication of the prospectus: or an
appropriate negative stat.ment.

7.6~4 Full particulars of any contract or
arrangement subsisting at the date of the
prospectus in which a director of the
company Is materially interestsd in relation to
the business of the Company and its
subsidiaries, taken as a whole or in an
appropriate negative stztement.

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

a. any power enabling a director to vote on a
proposal,

arrangement, or contract in which he is
interested.

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 employses in the Company
or group and labour relationship with the
unions (if any).

7.7 Recent Developments & Prospects of
the Group:

7.7-1 A statement as to the financial and
trading prospects of Company or Group,
together with any material informatior, which
may be relevant thereto, including all such
trading factors or risks if any which are not
mentioned elsewhere in the prospectus and
which are unlikety to be known or anticipated
by the general public, and which could
materially affect the profits such as unsettied
tax liabilities.

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

a. any known trends or any known
demands, commitments, events or
uncertainties that will result in or that is
reasonably likely to result in the Company's
liquidity increasing or decreasing in any
material way;

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

C. any unusual or infrequent events or
transaction or any significant economic
changes that materially affected the amount
of reported income from operations and the
extent to which income was so affectad.

d. any known trends or uncertainties that
have had or that the ccmpany reasonably
expects will have a material favourable or
unfavourable impact on revenue or
operating incoma,

6. where there has been substantial
increase in revenue, state the extent to
which such increase is attributable to
Increase in prices or increase in volume or
amount of goods or services being soid or to
the introduction ef new products or sarvices.
7.8 Properties

7.8-1 Particulars of Properties

a. The address of each property.

b. In respect of each property.

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

ii. existing usa (eg: shops, offices, factories,
residertial, etc.)

iil. tenurs (l.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 valus in existing state.

7.8-2 Valuation of Properties
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(A} Whether the valuation is on the basis of:

i. current value in the open market stating
whether:

a. on investment basis;
b. on basis of development;
c. on basis of future capital realication;

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

liil. value after development has baen
completed;

iv. 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;

li. the date when the developmant is
expected to be completed

lii. the ostimated cost of carrying out the
development or (where part of the
development has aiready been carried out)
the estimated cost of completing the
development.

iv. the estimated capital value when
compieted and let.

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

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

I. Estimated curront net rental of each
proparty. This means the income which is
estimated by tha valuer to be the average
net annual iIncome arising from the property
in the hands of the iandlord over a long
period of years, before income tax and any
allowances for Interest on capital or
mortgage, but after deducting
disbursements, the landiord’s expensas in
managing the property and in maintaining it
in a condition to continue and command its
rent.
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il. Estimated future net rentai at named date
(where this differs materially from the current
net rental) and whether such information is
based on current rental valus.

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, sither individually or
collectively have been invoived.

7.8-5 Summary

Number of properties and current value:-
a. Freehoid,

b. Leasehold.

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

218. LISTED COMPANY
CORPORATE DISCLOSURE
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 reasonabie
steps to ensure that all who Invest in its
securities enjoy equal access to such
information. in applying this fundamentai
principle, the Exchange has adopted the
following six specific policles concerning
disclosure, each of which Is discussed in
fuller details in Secticn 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 in a manner designed to obtain its
fullest 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 had an effect on the trading In
the Compar  :scurities or would be likely
to have & bi..ing on investment decisions,
the Company is requirad to publicly clarify
the rumour reports as promptly as possible,

CSE Ruless8.1-4 - Unusual Market
Action Response - Whenever unusual
market action takes place in a listed
company's securities, the company is
expected to make inquiry to detsrmine
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 announce
that 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 Disciosure - A listed
conipany should refrain from promotionai
disclosure activity whict: exceeds what is
necessary to enable the public to make
informed Investment decisions. Such
activity includes inappropriately worded
news releases, public announcements not
justitied by actual deveiopments in a
company’s affairs, exaggerated reports or
predictions, flamboyant wording and other
forms of overstated or over-zealous
disclosure 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 of
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 preas and other media, for a period at
lsast 5 mariet days to permit thorough public
dissemination and evaiuation of the
information.

CSE Rules 8.2 - Disclosure Policy
Explanation - 8.2-1 Policy on Immediate
Public Disclosure of Matarial information

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

A. Immediate disciosure shauld bs made of
information about a company’s affairs or
about events or conditions In the market for
the company’s sacurities which meets sither
of the following standards:

a. Where the information is likely to have a
significant effect on the price of any of the
company’s securities, or

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

Q. What kind of Information about a
compar.y’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 to
whethar or not ‘o Invest or trade in such
securities. Included Is information, known to
the company, concerning the company's
proverty, business financial conditions and
prospects, mergars and acquisitions: and
dealings with employees suppliers,
customers and others; as well as information
concerning a significan: 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
«r projections of its earnings or of other data
relating to its affairs to be hecessary. If such
estimates or projections are released, they
shouid 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 prompiy and
publicly corrected.

Q. What kind of svents 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 reasonable investor's decision
whether to buy or sell those securitiss, may
be affected as much by factors directly
concerning the market for the sacurities as
by factors concerning the company's
business. Factors directly concerning the
market for a company's securities may
include such matters as svent affecting the
present or potential dilution of the rights or
interests of a company’'s securitles, or
events materially affecting the size of the
“public issue” of its sacurities.

While, as is noted above, a company is
expec:ad to moake appropriate disciosure
about significant change In insider
ownership of its securlties, the company
should not Indiscriminately disclose publicly
any knowisedge 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.

Q. What are some specific examples of a
company’s affairs ¢cr market conditions
typically requiring disclosure?

A. The foliowing events, while not
comprising a complets 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 omisslon 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.
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g. the borrowing of a significant amount of
funds.

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

.. significant litigation.
J. 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 or Interest and/or
principal payments in respact of loans.

Q. When may a company properly withhold
information?

A. Occasionally, circumstances arise in
which- provided that complete confidentiality
is maintainsd- a company may

temporarlly 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.

. When Immadlate 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 abllity to achieve a valid corporate
objective. Public disclosure of a plan to
acquire certaln real estate for example,
could result In ~n Increase In the company’s
cost of the desired acquisition or could
prevent the compeany from carrying out the
plan at all. In such circumstances, if the
unfavourable result to the company
outweighs the undesirable consequences
of nordisclosure, disclosura may properly
be deferred to a more appropriate time.
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ii. When the facts are in a state of flux and a
more appropriate moment for disclosure is
imminent.

Occasionally corporate developments give
rise to information which, although material,
is subject t rapid change. If the situation is
about to stabilise or resolve itssif in the naar
future, it may be proper to withhold public
announcements until a firm announcement
may be made since successive public
announcements concernirng the same
subject but based on changing facts may
confuse or misiead the public rather than
enlighten i,

In the 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 bacorna apparent to
the parties that it is likely an agreemant can
be reached. Finally, agreement in principle
may be reached on specific tarms. In such
circumstances a company need not issus a
public announcement at each stage of the
negotiations, describing tha current state of
constantly changing facts but may await
agresmant in principle on specific terms. If,
on the other hand, progress In the
negotiation should stabilise at sorne 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 sacurities should be
closely watched, since unusual market
activity frequently signifies that a “leak" may
have occurred.

Comipany or securities laws may restrict the
extent of permissible disclosures before or
during a public offeririy of securities or a
solicitation of proxies.

Q. information is being temporarily withhald?

A. If rumours concerning such information
should develop, immediate public disclosure
becomes necessary. (See aiso “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 withhald?

A. Immediats public disclosure of the
in‘formation I question must be effacted 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
imfluence on the market, measuras sufficient
to halt the insider trading and prevent its
recurrsnce are taken, exceptions might be
made which should be discussed with the
Exchange. The Exchange listing
department can provide current information
regarding market activity in the Company’s
securities with which to help assass 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 axtent possible,
to the highest possible acheions of
management and should be disclosad to
officers, employees, nnd othe:s on a “need
to know" basis only. Distribution of
paperwork and other data should be held to
a minimum. Where the information must be
disclosed mora 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 may 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. |f
counsel, accountants or financial or public
relations advizers or other outsiders are
consuited, steps should ba taken to ensure
that they maintain similar precautions within
their respective organisations to mainiain
confidentiality.

In general, it is recommended that a listed
company reminds its employees on a regular
basis of its policies on confidentiality.
8.3 Policy on Thorough Public
Dissamination

Q. What specific disclosure techniques
should a company

S
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employ?
A. The steps required are as follows:-

i. Disclosure of material information can often
be made after tha market closas. Otherwise,
when it is necessary to make disclosure of
material information befors or during trading
hours, the Exchange expects a company to
notify the Exchange in advance of such
disciosure if the material is of a non-routine
nature or is expected to have a substantia!
impact on the market for the securities of the
company. The Exchange, with tha banefit
of all the facts provided by the Ce.npany, will
be able to consider whather a temporary halt
in trading, psnding an anncuncement,
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 evaiuating tha
information reieased.

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 comnwnity. Thus, In
appropriats circumstances, the Exchange
can often provide a valuabie service to
investors and listed companies by arranging
for such a hait.,

ii. At time of Pubiic Disclosurs

As a minimum, any pubiic disclosure of
materiai information should be made by an
announcement reivased simultansousiy to
tha business and financial news media and
The Colombo Securitiss Exchange.
Companies may also wish to broaden their
distribution to other news or broadcast
media, such as those in the iocation of tha
company's plants or offices, and to trade
pubiications. The information in question
shouid always be givan to the media in such
a way as to promote pubiication by them as
promptly as possible, i.e. by telephone, or in
writing by hand deiivery in both cases on an
“immediate release” basis. Cornpanies are
cautioned that some of these media may
refuse to publish information given by
teiaphone until it has been confirmed in
writing or may require written confirmation
after pubiication.

Twenty four copies or such other numbers
as the Exchange may determino of ali public
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announcements shouid be sent to the
Exchange.

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

A. The Exchange recommends that
companiss cbserve an “open door” policy in
dealings with analysts, journalists,
stockholder and others. However, under no
circumstancs should disclosure of material
corporate dsvelopments ba made to an
Individual or selective basis to anaiysts,
stockhoiders or other persons unless such
Information has previcusly been fully
disclosed and disssminated to tha | ublic. In
the event that material information is
inadvertently disclosed on the occasion of
any meatings with analysts or others, it must
be publicly disseminated as promptly as
possible by the means describsd above.

The Exchange also believes that even any
appearance of praference or partiality in the
reiease of axplanation of information shouid
be avoided. Thus, at meetings with anaiysts
or other special groups, where the
procedure of the group sponsoring the
maeting permits, representativas of the
news, and other media shouid be parmitted
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 articie published in a
newspapor, by a broker's market letter, or by
word-of-mouth information, either corract or
false, which has not been substantiated by
the company and which is iikely to have, or
has had, an effect on the price of ths
company's securities or wouid be likely to
have a bearing on investment decisions
must be ciarifisd or confirmed.

Q. What response shouid be made to
rumours or raports?

in the case of material rumour or report
containing srroneous information which has
bean circuiated, the company shouid
prepare an announcement denying the
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rumour or rapoit and setting forth facts
sufficient to clarify any misieading aspacts of
tho rumour. In the case of a material rumour
or report containing information that is
correct, an announcemant setting forth the
facts should be prepared for public releass.
In both cases, the announcoment should
than be publicly disseminated in accordance
with the guideiines discussed above. In
addition, in the cass of false rumour or
report, a reasonable sffort should be made
to bring the announcement to the attontion
of the particular groun that inftially distriteried
it. In the casa of an arroneous newspaper
article, for exampla by sending a copy of the
announcement to the nswspaper's financial
aditor, or in the case of an erroneous market
letter by sending a copy to the

brokar rasponsible for the lstter.

In the case of rumour or report predicting
future sales, earnings or other data, no
response from the Company is ordinarily
raquired. However, if such a report is
manifestly based on srroneous information,
or is wrongly attributed to the company
source, the company should raspond
promptly to the supposadly factual sismerts
of the rumour or report in the same manner
as to other false rumours ard reports of a
supposedly factual nature. Moreover, if a
rumour or report cortains a prediction that is
clearly erroneous, the company should
issue an announcement to tha effact that
the company itseif has made no such
predictions and currently knows of no facts
that would justify making such pradiction.

CSE Rules 8.5 - Unusual
Action Response.-

Market

Q. What is the significance of urwsual 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, it may signify trading by persons who
are acting either on unannounced
informaticn or on a rumour or report, whather
true or faise, about the company. Most
often, of course,unusual market activity may
not be traceable either to insider trading or to
a rumour or reporl. nevertheless the markest
action itseif may be risle. Jing to investors,
who ara likely to assume that a sudden and
appreciable change in he price of a

company’s stock must reflect a paraliel
change in its business or prospacts.
Similarly, unusual trading Yolume, even
when not accompaniad by a significant
change in price, tends to 3ncourage
rumours and glve rise to excessively
speculative trading &ctivity which may be
unrelaied to actual devslopments in the

company’s affairs.

Q. What response is required of a company
when unusual market action In its sscurities
takas place?

A. First, the company should attempt to
determina the reason for the markat action,
by considering, in particular (a) whather any
Information about i3 affairs which would
account for the action has recently been
publicly disclosed, (b) whather there is any
information of this type that has not baen
publicly disciosad (in which case 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
actlon rasuits from matarial information that
has aiready been publicly disseminated
generally no further announcement is
roquired, although, if the market action
indicates that such information may have
been misinterpreted, it may be heipful, after
discussion with the Exchange, to issue a
clarifying Announcemant.

If the marnat action results from the "leak” of
previously undisclosed information, the
information in question mus promptly be
publicly disseminated. If the market results
from a false rumour or repon, the Exchange
policy on correction of such rumeurs and
reports, (discussed above) should be
complied with. Finally, if the company is
unable to detarmine the cause of the market
action, the Exchange may suggest that the
company make a public announcement to
the effect that there have bsen no
undisclosed recent developments afiecting
the cempany or its aftfairs which would
account for tha unusual market activity.

CSE Rules - 86 - Unwarranted
Promotional Disclosure -

Q. What is “unwarranted prometional
disciosure activity?”
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A. Disclosure activity beyond that nscessary
to inform investors and explicably assential
as an attempt to influence securities prices is
considersd to be unwarranted and
promotional. Aithough the distinction
between legitimate public relation activities
and such promotional activity is ons that
must necessarily ba drawn from the facts of 2
particular casas; the foilowing are frequant
instances of promotional activity:

1. A series of pubiic announcements
unreiated in voiume or frequency to the
materiaiity of actual developments in a
company’s businass and affairs.

2. Premature anncuncements of products
stiil in the deveiopment stage with uproven
commercial prospacts.

3. Promotions and expense-paid ‘rips, or the
sseking out of meetings or interviews with
aralysts and financial writers, which could
have the effect of unduiy influencing the
market activity in the company’s securities
and are not justified in frequency or scope
by the need to disseminate information
about actuai developments in the company’s
business and affairs.

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

S. Company or product advertissment which
in effect promota the company’s securlties.

CSE Rulss 8.7 - insider Trading -
Also See Ethics Chapter

Q Who are insiders?

A. All persons who come into possession of
matarial inside information, before its public
release are considered insiders for the
purpose of the Exchange's disclosure
policies. Such persors inciude controliing
shareholders, directors officers and
smployees, and frequently aiso inciude
outside attorneys, accountants, investment
bankers, public relations advisers,
advertising agencies, :-nsultants, and
others who come into possession of matsrial
inside information.

(Matters referrad to abovs are contained in
part iv of the Securitias Councii Act.)
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Q. What is insider infcrmation?

A. Insider information is that which has not
been publiciy reisased and which is
intended for use soiely for a corporate
purposs and not for any personai use and
which ;¢ company withhoids.

Q. What is insider Trading?

A. Insider Trading refers not oniy to the
purchase or sale of a company’s sacuritiss,
but aiso to the purchase or saie of options
with respect to such securities. Such trading
is deemsd to be done by an insider
whenever he has any beneficial interest,
direct or indirect, in such securitiss or
options, regardiess of whether they are
actually heid in his name.

Included in the concept of insider trading is
tipping, or ravealing inside information to
outside individuais to enabie such
individuais to trade in the company's
securities on the basis of undisciosad
information.

Q. How soon after the reisasa of material
information may insiders begin to trade?

A. This depends both on how thoroughiy
and how quickly after its reiease the
information is published by the naws media
sarvices and the press. in addition, foilowing
disssmination of the informstion, Insiders
should refrain from trading untii the public
has had an opportunity to evaiuate it
thoroughly. where the effect of the
information on investment decisions is
readily understandabie, as in tha cass on
earnings, the raquired waiting pariod wiii be
shorter than where the information must bs
intarpreted before its bearing on investment
decisions can be evaiuated. Whiie the
weiting period Is depandent on tha
circumstances, the Exchange recominends
that, as a basic poliicy, wiren disezmination is
made in accordance with Exchange poiicy
(Page 84) insiders shouid wait for at ieast
twenty-four hours after the generai
publication of the release in news medie..

Q. What steps can companies take to
prevent insidar trading?

A. Companies can establish, pubiish, and
enforce effective procedures applicable to
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purchase and 3ale of its securities by
officers, directors, employees and other
insiders designed not only to prevent
improper trading but aiso to avoid any
question of the propriety c¢i Insider
purchases or sales. One such procedure
might require corporate insiders to restrict
their purchases and sales of the company’s
securities following the release setting forth
the financial conditions and status of the
company. Another could Involve the
purchasa of a company's securities on a
regular periodic basis by an agent over which
neither the company not the irdividual has
any control.

CSE Rules 8.8 - Public
Announcement Content,Preparation
- 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 activitias of the company.
c. Be balanced and fair. Thus, the
announcemant should avoid:

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

ii. Presentation of favourable possibilities as
certain,

or as more probable than is actually the
case,

iil. 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 whather the
development will have a materially favourable
effact on its earnings’ (creating the
implications that the effact will be favourable
even if not materially favourable), or “the
company expects that the developments wil
not have materially favourable effect on
earnings in the immeciate future” (creating
the impiication that the development will
eventually have a materially favourable
effect.)

v. Use of promotional jargon calculated to
axcite rather than to inform.

d. Avold over-technical language, and
should bs expressed to the extent possible
in language comprehensibie to tha layman.

e. Explain, if the consequence or effects of
the information on the company's future
Prospects cannot be assessed, why this is
s0.

f. Clarify and point out any reasonabie
alternatives where the public announcement
undertakes to interpret information
disclosad.

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 of
such announcements will meet the
requiraments discussed above.

a. Every announcement should either be
prepared or reviewed

by (i) a company official having tamiliarity 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 securitias laws.

b. Since skill and exparience are important to
the preparation an editing of accurate, fair
and balanced public announcements, the
Exchang~ recommends tnat a limited group
of Individuais within the Company be given
this assignment on a continuing basis (Since
8 préess announcement usually must be
prepared and released as quickly as
possible; however, the group charge with
this assignmant should be large enough to
handle problsms that arise suddenly and
unexpectedly).

c. Issue of press release and other public
announcements must

be made under the authority of the
management,

CSE Rules 8.9 - Exchange
Surveillance Procedures - The
Exchange Listing Department s primarily
responsible for day to day relations between
listed companies and the Exchange.
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When unusual market action occurs, it is
raported 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 finv.s 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). i no
explanation of ths unusual activity is
reveaied the Exchange may call officiais of
the Company to determine whether the
causa of the action is known to them. i the
action sppears to be attributable to a rumour
or report, or to matsrial information that has
not been publicly disseminated, the
Company is requestad to take appropriate
corrective action, and it may be advisable, to
hart trading until such action has been taken.

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 consuitation, effective liaison
between companies and the Exchange can
be maintained.

219. LISTINGS - OTHER
REQUIREMENTS

CSE Rules 3.3 - Auditad Company
Financials - The Company shall prepare
and circulate before the expiry of 6 months
from the close of tho 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 Srl 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.Hoidings in Associate and Subsidiaries
with the relative percentage.

¢. A distribution scheduie of each ciass of
equity security setting out the number of
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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 certificatas before the expiry of 21
marks! days of:

a. Lodging of a valid transfer (including for
the balances if any)

b. Closing of the offer.

¢. Date for acceptance.

d. The expiration of any rights to
renunciation, and shall not ievy a fee for
such issues or executicns.

If for any reason, the transfer cannot be
registered, notice shaii be given to the
lodging broker within 5 market days with
reasons 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 antries 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 transferrad.

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 csrtificate of the Company.

3.7 - Listed Compeny Directors
Responsible for Complisnce - All
companies whoss shares are listed on the
Exchange whether or not such listing has
taken piace prior to these requirements
shali, where applicable be bound by these
requiremsnts 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 the
Company 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 offance and such fine
shall be paid to the compensation fund of
the Securities Council.

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

Provided however, wtiere the transacton of
such shares are intended to take place
under exceptional circumstancss in private
or are to be transferred by way of gift, the
broker member, or saller shall apply through
the Exchange to the Securities Council for
prior approval to effect such transaction.
Where the Securities Council grants such
approvai the transaction may be sffected.
Such application for approval shall be in the
form set out in the schedule hereto.
(Appendix 5)

In every instance the brokers may assist the
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 registered
holders, 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 its
possession and control the material
furnished.

The Member shall transmit with such material
either a) a signed proxy indicating the
number of shares heid for such beneficial
owner, a symbol identitying the proxy with
the Member's proxy records, and a letter
concerning the importance of being
represented at the meeting, or b) a requost
for voting instructions and an explanation of
whether 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 it 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
Disciosure, Audits, Finances - (1)
Every iasuer of listed securities shall file with
the stock exchange, Annual Reports
cortifled by their Auditors. Such Reports
shall be made avallabie 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 the
Companies Act No.17 of 1982 in respect of
each financial year;

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

Inctitute nf 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 assats;

(e) Assessment of liabilities including
contingent liabilities:

(f) Profits and/or losses:

S7
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and the extent to which provision had besn
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 reasonsa to the contrary, the
financial year of each of its subsidiaries shali
coincide with the company’s own financlal

year.

(7) (a) A listad public co.npany shall submit to
the shureliolders, as well as to the stock
exchange of which it is a member, an interim
financial statement within ninsty days from
the end of six months of the financial year, in
such format as may be prescribed by the
stock exchange. The interim stetement shali
be signed by any two Directors of the
company and certified as to whethar such
accounts are audited or unaudited.

{b) The stock exckange upon raceipt 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 - Lstters of
Aliotment, Acceptance, Rights - a.
Allotment letter. and letters of Rights shall
(unless the Committee orders otharwiss) be
renounceable and shall contain provision for
splitting and split letters shali be certified by a
responsible official of the Company.

b. Where a right of renunciation is given:

l. the period for renunciation shall not
excead 11 market days from the date of
issue of the Allotment [ettar/ letters of Rights
while the period for splitting shail not exceed
10 market days;

11. the form of renunciation shall be printad
on the back of or attached to the document
in question.

Provided that, if the law permits, the fore-
going periods may respectvely be extended
to a maximum of six weeky and minimun of
three weaks.

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

e. Provisicnal Allotment Letters, Letters of
Rights, and Allotment Letters issued upon
conversion or In capitalisation of reserves
shall state the names of all joint hoiders.

f. Letters shall state how tha next payment of
dividend on the security will be caiculated.

CSE Rules 4.6 - Additional
information - NOTE: The requirements
of this section are not exhaustive. Additional
Information, according to the particular
nature of tha issuer and of the sacuritles 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 securities, notwithstanding
that such information is not specifically
required by this section or any other saction
of these rules or procedures.
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CSE Rules - Appendix 1 - Listing Agreement - UNDERTAKING BY COMPANY
IN SUPPORT OF ITS APPLICATION FOR ADMISSION TO THE OFFICIAL LIST OF
THE COLOMBO SECURITIES EXCHANGE

To:
The Colombo Securities Exchange (Gte)Ltd

WOt tsae s e ("the
COMERNY™JOL.....coveruerreceereeceneneaene e senonns In consideration of the Colombo Securities Exchange
(Gte)Uimited (“the Exchange®) granting the company’s application for admission to the Officlal List
of the Exchange(“the Official List*) and for Official quotation of the securities described in the
Company's form of Application, HEREBY ACKNOWLEDGE that the Company shall remain on the
Official List, and Official Quotation of any of the Company’s securities shall be continuad only
during the pleasure of tha Exchange and HEHEBY UNDERTAKE AND AGREE to ccmply wiih the
Listing Requirements of the Exchange and be bound by the Rules of the Exchange which shall
be in force from time to tims insofar as the same shall apply to the Company.

We further undertake that securiiies of the Company shall not be withdrawn from the Official Ust
without prior approval of the Exchange.

Given under the common seal of the Company this .................. day of................. in the
presence of ..........cu......... .

............. 19.........

CSE Rules - Appendix 1 - 2.1-%
Listing Process Steps - shall be:

i. The Company decided to apply for listing: despatch of allotment letters.

ii. The Company submits application to thdxi. The Exchange suspends trading in the
Exchange through a member firm; suc Company’s shares immediately after the expiry of
application is submitted to the Capital Issuedthe Renunciation Period.

Committee for evaluation and decisions: xii. The Company despatches all share
iii. The Exchange conveys the decision of th certificates within a period of 21 market days
Capital issues Committes to the Company as wai|from the final date for renunciation and confirms
as the sponsoring broker within 14 market days: {such despatch to the Exchange.

iv. The Exchange informs the Company throughxiii. The Company's quotation is restored for
the sponsoring broker the Prospectustrading at the expiry of four (4) market days from
requirements of member firms: the date of receipt cf confirmation of the
v. The Company supplies the Exchange with thddespatch of all the share certificates.

total number of Prospectus copies an
applications at ieast 5 market days before th}CSE Rules - Appendix 1 2.2-1 - [nitial

x. The Company Is admitted to the official list of
e Exchange for trading, 4 market days after the

opening of the list: Listing Application - Each initial application
vi. The Company issues Prospectus to thefor listing shall consist of the following:

public and offer period opens: I. the application itself prepared as outlined
vii. The Company announces basis of allotment: below:

viii. The Company publishes the distributiorii. the separate supporting papers specified in
scheaule in at least one leading national Sinhaia|2.4 of this saction:

Tamii and English newspaper;

ix. The Company issues shares pursuant to thd2.2-2 Note: No prepared or blank forms are
allotment: available for the listing application. The applicant
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shall prepare its own application in typewritten

narrative form, following the instructions outiined

in 2.3 balow.

CSE Rules - Agpendix 1 - 2.3 INITIALJADDITIONAL LISTING APPLICATION
FORM -

A- Title Page

The Colombo Sacuritiss Exchange(Gte)Limited
2nd Floor
Mackinnons Building
York Street
COLOMBO 1
Dear Sir
Application for a Listing of Securities

We hereby apply for a quotation for the undermentioned sacuritiss issued/to be Issued by this
Company and agree and undertake in the 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:

¢. to abide by the published conditions ot sale and any amendments of such rules and
regulations, continuing listing requirements or conditions of sale.

The particulars endorsed below are correct.
This application Is accompanied by the relevant documents (*)
Yours falthfully

(Name) Director/Secretary
Submitted through:

Member of tha 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 tc be issued (l.e. whether by prospectus offer
for sale, circular or placing). If Securities have already been issued state when, how and to whom,
and whether it Is intended 10 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 reasons
desiring this procedure. All applications of this nature shall in addition be guided by stipulations
laid down eisewhare in thesa rules for such placements (vide 1.3-3)

3. State whether the Issus is (a) an original Issue by prospectus or offer for sale, by placing or
introduction or by circular (Note: an original issue Is one of which the security will not be or become
identical with an already quoted sacurity)(b) whether the lssus is a further issue.

4. The continuing listing requiremonts referrad 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 Iincorporation:

Address of Registered Office:

Authorised Capital:

Unissued Capital:

Issued capital (excluding that for which the present application is made)

Class of Number Nominal ATount
Security lssued Vaiue Paid
1.

2

3.

4

5

C: PARTICULARS OF NUMBER OF SHARES TO BE QUOTED
.......................................................................................................... Limited
SECURITIES FOR WHICH QUOTATION IS APPLIED

No.  Distinctive No.

1. Number and Distinctive Numbers of shares and/or amount of stock for which application is now
made - em

2. Number and Distinctive Numbers of shares and/or amount of stock

---------

(ajwhich have been allotted for cash or in conversion
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(b)which have been allotted to Vendors or others for consideration other than cash or in
Exchange for cash -

(clwhich have been aliotted in pursuance of an option -
The shares/stock are/is/will become identical/not identical in all respect with existing shares/stock

(it not identical it must be stated at what dats, if ever, ths share/stocks will become identical and
the definitive Certificates shall be enforced with a nots to this effect)

Letters of Rights/Allstment Letters may be renounced up to................ day after, and may be split
up to .......... days after, the date of issue thereof.

The Definitive Certificates hava been issued/will 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)

--------------------------------------------------------

(Name) Director/Secretary

Address: .......ccccevervvereennrienerennenees
(DT 1 (-

CSE Rules - Appendix 1 - 2.4 -
SUPPORTING DOCUMENTS - The

following supporting documents shall
accompany the application for a quotation.

I. Msmorandum and Articles of Association.

Two copies of the Memorandum and Articles
of Association and ali amendments to date.

il. Coertificate of incorporation and
certificates, if any entiting the Company to
commence business or a certified copy
thereof.

iii. A cenrtified copy of every letter, repon,
baiance sheet, vaiuation, contract ar other
document, any part of which is extracted or
referred to in tha 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
Prospeczius or Statement in lieu of
Prospectus.

a. an extract of;

b. a copy of;

c. a statement of;

d. a summary of;

. a report or valuation of; such expert with
the name and qualifications of such expert,
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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, debenturas or
loans shown in such accounts.

vi. A draft o the proposed Prospectus,
statement in liou of Prospectus, the
contents and form of which shali compiy with
and inciude the requirements iaid down in
Section 7 of these rules in addition to the
requirements of the Companies Act No.17
of 1882. However, the Committee may at its
own discretion recommand 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 sacuring 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 thesa ruies.

viil. Sharehoiders’ List
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a. A list of the names of the twenty largest
shareholders and their respactive holdings
together with a certificate of distribution of
such holdings signed by an Officer of the
applicant, showing the distribution of the
security for which the application is made In
the following format:

No of Hoiders
Holdings

Holding

Total %

less 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 Coinpanies in which such
Director has substantial holding.

ix. Usting Undertaking

One copy of undertaking in the form sat 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 te understood to
mean that:

(1) They are of the same riominal value, and
that the same amount per share has been
called up;

(2) They are entitied 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 exactly
the same sum net and gross: and

(3) They carry the same rights as to
unrestricted transfer, attendance and voting
at meetings, and in all other respect.

A statement that stock is in all respscts
identical Is understood to bear a
corresponding meaning.

Note: Hers fill in a date or period as per
sectlon 394) of the continuing listing
requirements.

CSE Rules -
AFFIDAVIT OF
(Orijinal issues)

Appendix 2 -
COMPLIANCE

a Director and the Sacretary respectively of

.Limited(hereinafter called

“the Company”) do solemnly and sincerely
oath and stats 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 compiiance
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....cvvinenanninnn, sharos of
L S each

NOS....ccovvtrerrenenennns (- TR (inclusive)......
............. shares of Rs.............each Nos.
.................. to...............{Inclusive)

S T Debenture Stock/Debenture
Notes

Nos.......ccorennnnn.. (S (inclusive)

have been subscribed/purchased for cash
and duly allot:ed/transferred to tha
Subscribers/Purchasers (and that the said
Shares have been converted into
Rs....ccouee. 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 noles comprised in the
Issue, namely number, class, nominal
amount, issue/offer price and, in the case of
debenture stock/dsbentures/notes, state
whether secured or riot.)

4 That ............... shares of
RS.evrviirnnnns each NoOS...........evennn. 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/transfarrad to the persons entitled
thereto(and that the said Shares have

subsequently been converted into
Rs.....Stock)
5. That the Share/Stock

Certificates/Dabantura 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 purchased
by it and that tha purchase consideration for
all such property has bean duly suYisfied.

7° That the mortgage/trust deed/deed poll
relating to any debentures/debenture
stock/notes issued by the Company has
baen duly executed, completad and
tendered for registration as required by law,
and that the Colombo Securities Exchange
(Gte)Ltd wiil be notifiead upon due
ragistration, having been effected. Also that
a copy thereof has (if so required by the
Companies Act) been filead with the
Registrar of Companies and a further copy
has been lodged with the Colombo
Securities Excharige(Gte)Ltd

8. That all
Shares/Debentures/Debanture
Stock/Notes of each class of which
quotation exists are in ali respacts identical.

the

9. That there is no other fact bsaring on the
Company’s application for quotation which,
in our opinion, should be disclosed to the
Colombo Securities Exchange.

(o] . 19......before me.

Justice of the Peace
*to be adapted as necessary to meet the

facts and circumstances of each
particular case.
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CSE Rules - Appendix 2 -
AFFIDAVIT OF COMPLIANCE
(Further issues) -

WO iitiiiinie i rsnreneesenaeeesseeessnensas
BNG..cciiiieiiinneieneeineiiesecssnnesensssseerssanesseenas
a Director and the Secretary respactively of
.......................... Limited

(hersinafter called “The Company:) do
solemnly and sincerely declare/make
oath and state as follows:

1. That all document required by the
Companies Act to be flied with the Registrar
of Companies in respect of the Company
have been duly filed and that compliance
has teen maue with all other legal
requirements in connection with the
formation of the Company and the
issue/offer of any of its Shares, dsbenture
Stock or other securities.

2. That .......... shares of Rs............ each
NOS....coctrerrnne (inclusive)................ shares
of Rs............ each Nos ................ {inclusive)
BS.ccceernes Debenture
Stock/Debenturss/Notes Nos............ to
.................. (inclusive) have been

subscribed/purchased for cash and duly
tliottsd/transferred to the Subscribers/
Purchasers (and that the said shares have
been convertad into Rs. .......... Stock)

3. That the issue/offer price was as follows
(and ali money due to the Company in
respect thereof has bean received by it):

(Here give dstails of shares/debenture
stock/debentures/notes comprised in the
issue, narnely number, ciass, nominai
amount, issue/offer price and, in the case of
debenture stock/debsntures/notes, states

whether sacured or not)

4. That ............ Shares of Rc............ sach
NOS...covereen 10.ceererrnne (inciusive).......... share
s of RAs. ......... Nos.......... 10 ........ (inciusive)
Rs...coeeree. Debenture
Stock/Debentures/Notes Nos.......... to

................ (inclusive) have been issued
credited as fully paid by way of
conversion/exchange/consideration for
property acquired/othsr consideration not
being cash and have been duiy
aliotted/transferred to the persons eriitied
thereto (and that the said shares have
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subsequently been converted into
RS..ccoveenen. 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 purchased
by it and that the purchase consideration for
all such property has baen duly satisfied.

7" That the mortgage/trust deed/deaed poll
relating to any debentures/debenturs
stock/notes issued by the Company has
besn "Omit duly executed, completed
and tendered for registration as required by
if in- law, that the Colombo Securities
Exchange(Gte)Limited will be

applicant notified upon due registration
having been effacted. Also that a copy

ble thereof has (if so required by the
Companies Act) baen filed with the Registrar

of Companies and a further copy has been
lodged with the Colombo Securities
Exchange{Gte)Limited.

8. That all the
Shares/Debentures/Debenture
Stock/Notes of each class for which
quotation has been granted are in all
respects |dentical with those that were
ziready quoted.

further

9. That thers 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.

of ... 19......Before Me.

Justice of the Peace

"To be adapted as necessary to meet the
facts and circumstances of sach particular
case.

CSE Rules Appendix 3 - Form of Profit & Loss Statement

ABCLUMITED
SUMMARISED PROFIT & LOSS ACCOUNT FOR
THE SIX MONTHS/YEAR ENDED

6 months/vear Last year

Tumover

Trading Profit
Other income

Profit before Taxation
Provision for Taxation

Profit after Taxation
Extraordinary items

Profit after
axtraordinary items eeversoraene
Unaprropriated profits b ............

Appropriation

Transfer to reserves (rorerrnn)
Interim Dividend [ I— )
Proposed Final Dividend A )

wosvosseswe

------------
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Balance ¢f mam- scnemen
The above figures are provisional & subject to audit

CSE Rules Appendix 4 - Form of Balance Shest -

ABCLIMITED
Summarised Balance Sheet as at ............ccconeeeee

6 monthsAr Last Year
Issued Share Capital = = et e
Capital Reserves crrevrmem eesesvesmens
Revenue Reserves ...

Total Share Capital
& Ressrves S J—
Long Term Uabilities @~ e s

Represented by:

Ftwed Assets SO —vsvmraress
Investiments evostoommes cressesses
Net Current Assets/

(Liabikties)

The above figures are provisional and subject to audit:

CSE Rules Appendix 5 - Form for Share Transfer -
To: The Securities Council through the Colombo Stock Exchange
For the Transfer of Shares
of a Public Company Listad with the Exchange
Outside the Trading Floor

Please grant approval to effect the undermentioned transfar outside the Trading Floor of the
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Exchanga.

1. Name & Address of Broker if any:

2 Name & Address of Transferor/Seller:

3. Name & Address of proposed Transfsres/Buyer:
4. Relationship if any between Transferor/Seller

and proposed Transferse/Buyer:

5. Nature of Transaction:
(ag: Gift, Sale, Exchange etc)

6. Exceptional circumstances relating to
the proposed transaction:

7. Consideration, If arvy:
8. Number of shares:

9. Name of Public Company in which
shares are to be transacted:

Signaturs of Broker/Seller/Transferor

Recommendation of Exchange

srecssectses

— o
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220. EXHIBIT 6 SECURITIES COUNCIL DELISTING QUESTIONNAIRE

SC Delistirg Questicnnaire
Securities Council

Application for Approval to Delist - Questionnaire
A. General
l. For how long have the shares of the company been listad? Please give date of listing.
2. List 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 cf the company’s subsidiary companies and associate rcompanies, if any, and
the extent of the st -reholdings.

5. Other information which you think is relevant to your requast to be delisted.

B. Sharehoidings

l. Stata number, class, par value and rights of each typs 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 spouss, 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 hald by non-citizens.
e. Shareholdings spread as follows -
No. ot Shareholders
0 - 00 shares
I00- §&00 shares
500 - 1000 shares
1000 - 5000 shares
5000 - 10000 shares
Over 10000 shares
C. Share Valuation
l. At what price and when were your shares last traded?

2. What are the present offers for buying and sslling each class of share?
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3. What s the vaiue of each share on the following bases?

a. eamings

b. dividends yieid

c. (i} net asset at book value (ii) net assets at current market vake

N.B. for the purposs of (c) above the current market vaiue may be estimated by the Directors. If
the company has any subsidiariss or associate companies, then the shares of these companies
should aiso be vaiued on the above bases.

d. Has the company any carried forward tax losses? If yes, state the amount.

D. Changes since the last audited published accounts

. State all materiai 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 company
contemplatod in the futu-e including any new activities.

F. Reconstructions, Mergers and Acquisitions

If the following is contemplated, pleass give details -
l. reconstruction of the company

2. merger with another company or group

3. acquisition of another company

4. splitting up of the axisting company.

G. Buy Outs

Are you aware of any person or group of Larsons interested in acquiring a controlling interest or
majority shareholding in the company?

H. Documents

I. Pleass attach the last audited statement of accounts and balance sheet of the company and
copy of the most recent unaudited balance sheet which shall be made up to a date no earlier than
three months prior to the date of application.

2. Draft of the lutter ycu propose to send to the shareholders in the event the proposed delisting
is approved.
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SC Rule 9/5/89 -
Companies -

Delisting of

Upon listing a company shall agree that any
of its sacurities 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
suspand or remove the said securities from
the official list at any time fcr aiy reason
which the stock exchange considers proper
in its absolute discretion, subject to appeal
to the Council by any party which is
aggrieved ty the decision of the stock
exchange.

Unless tha Council agrees othsrwise, a
company shall not!, without previous
permission in writing from the Council,
withdraw its adherence tc the agraement

with the stock exchange for a listing of its
sscurities.

in addition, a public quoted cornpany which
decides to delist shall obtain the approval of
J/4ths maejority of the members present,
provided thers is a quorum and due notice
of the meeting has bean given to the
shareholders.

in the svent the resolution to delist the
public quoted company is passed with the
required meajority, the Directors of the
company shall make provision for the
purchase of shareholdings of any dissenting
sharehoilders who wish to sell their
shareholdings, at a price to be determined
by the stock exchange, based on the market
value of tha shares.

Chapter Three - Trading

301. TRADING RESTRICTED TO
EXCHANGE

Act 28. - Trades Restricted,
Shareowners - No person holding sharos
in a public company listed in a licensed stock
exchange, shali sell such shares except in
compliance with the trading procedure
adopted by such licensad stock exchange.

Act 29. - Trades Restricted, Broker
Dealars - No licensed stock broker or
licensad stock dealer shall trade in listed
socurities outside the licersed stock
exchange of which he is a member.

SC Rules 80 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 ba formuiated 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 stockbroksr or
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stock dealer who Is a member of that stock
exchange.

CSE Trading Rule 3. - Trading in
Listed Securities - Member firms shall
not trads in listad securit’es outside the
Trading Fioor 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
EXCEPTICN

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 exchanga of which he is
member axcept in the follewing sit. ations
and subject to the prior approval of the
Council, obtained through the stock
exchange:

(i) Agift of listed securitias by a member of a
family to a close relation.
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(ii) A gift of listed securities to a religious
body, trust or other charitable organization
approved by the Minister of Finance &
Plarining under the provisions of the Inland
Revenue Act.

(i) 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 betwsen
such agency and borrower, and cartified 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 employae 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 p roposed
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
meinber shall sn 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
rfecommendation to the Council for its
approval,

CSE Trading Rule 3. - Private
Transfer Assistance - In instances
whare prior approval has been obtained from
the Council to effect private transfer of
shares, member firms may assist the parties
invoivad to register such transfers and
charge a nominel fee not exceeding
RS>t00/- instead of Brokerage. (Also See
Commissions)

303. EROKER/DEALER DUAL
CAPACITY PROHIBITED

Act 3l. - 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
individual Is licensed as a stock broker, be
grantad a licence as a stock dealer: and

(b) where such body corporate or individual
is licensed as a stock dealer, be granted a
licance as a stock broker.

SC Rules 9/24/90 2I. - 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 behaif of
their 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 pansion 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 shail not have an interest in any
firm or company, wholly or partly, overtly or
covertly engaged in the business of dealing
in shares,

71



Consolidated Sr1 Lanka Securities Regulations

SC Rulea 9/24/90 23 - Broker trac>
prohibited in interest ad securities -
A licensed stock brokar shall not be
permitted to buy, seil or otherwiss deal In
securities in which they have an Interest and
quoted in red sn the boards of the trading
fioor.

SC Rules 9/24/90 24. - Prohibited
Persennel Trades thru Member - No
diractor or other employee of mamber firms
and their spouses and minor children shall
buy, sall or otherwise Geal In securities
directly or through nominess or companies
where they have an interest, through the
member firm he/she Is affiliated with. They
may do so threugh other mamber 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 ~~mpany wholly or partly, overtly
or coverti. :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, bonds
and similar financial instruments.

The term “stock” Includes voting trust
certificates, certificatas of deposit for stocks,
rights, warrants, and other sacuritles 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
atype classified for trading as bonds on the
Exchange.
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P2108B, Orders, Permissible types -
Cash - a transaction for settiement ths same
day between brokers directly,

Regular Way - a transaction for ssttier.vent on
the Sattiement Date as establishec by the
Board. Any default in ssttiement by a broker
creatss a new contract for a fail-tc-deliver vs,
a fai-to-receive.

Delayed delivery - a transaction fixed by
contract of the partias for settiement diractly
bstween brokers at a date later than regular
way ssttiament.

Market - an order to timely buy or sell a
specific quantity of a sacurity at the best
price avallable in the exchange marke*
pursuant to the procedures of the
exchange.

Limit - an order to buy or sell all or part of a
specified quantity of a security at a stated
limit price or better as scon as possible
pursuant to the procedures of the
exchange.

All or None - An order to buy or sell a specific
pmount of a sscurity larger than one trading
unit simuttaneously and not partially - but the
total may be to more than one broker.

Not-held - An order to buy or sall all or part of
specific amount of a sacurity

using the broker's judgement as to timing,
and not holding the broker responsible to
acquire or dispose of the maximum quantity
tor which without timing judgement he might
compete in thie market.

P212, Short Sales - Membars shall not
accept or exacute orders to sall secuiities
not beneficlally owned by the seller (short
sales). (Note- When with growth of the
market, this rule is changed to permit short
selling, It should be replaced by rules
requiring every order to be marked as short
or long, prohibiting short sales accelerating a
declining market, and requiring margin for
shor{ cales. Provisions for borrowing to
make delivery are In Rule 721)

P210C, Not-held prohibition - A
market maker in a security shall not accept a
not-heid order in the 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 hoiding a
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not-heid order for a customer in the same
sacurity.

305. TRADING ON FLOOR

CSE Trading Rule Preamble The
Trading Floor of the Exchange shall be
governed by rules prescribed by the
Committee from tims to time. Any changes
to the prevalling rules =%all be notified by
circular (bearing serial number identitying by
year and suffix) to the accredited
represantatives of member firms and shall
take effact from the date notified in the
circular,

CSE Trading Rule 5. - Dress &
Decorum.-.5. No representatives of
Member Firms or any employae 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 specificaily obtained prior
permission from the Manager. 5.2 Infraction
of Rule 5.| for any reason shall be reported to
the Executivea 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 tha Floor.

5.4 Representativ,s of Member Firms
operating on the floor shall not enter into any
arguments with sach other and any matter in
dispute shall be brought to the notice of the
Trading Floor Manager. If howaver, 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 Exchanga who will arrive at a
decision which shall be regarded as final and
hinding.

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 the time of such agreemant, with ull the
rights and privileges of that security as

apg-oved for trading by the Exchange at that
time, subject to close out on defauit by
oither

party.

P202, Member Responsibility to
Customers - Members are responsible to
thelr customers for completion of open
trades whether settled with contra members
or not.

P204, Order Priorities, Auction -
Cusiomer orders shall always have priority for
execution at the same price over orders of

Membars, their employees and Immediate
families.

P20S, Order Priorities, Customer -
Each customer order shall be recorded by a
Member in writing with the time and date
received. Priority of execution shall be given
by Members to customer orders in the same
sacurity 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 receivad.
Limited price orders which 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 sach
order in the total executions of such member
in that trading sassion 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 bs included in the allocation to
the extent that they would havs been
individually executible during such trading.
Customer orders received after trading
opens shall 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, Dliscretion by Trading
Attorneys - Mamber attorneys
participating in an auction shall be prohibited
from exercising discretion for customers
except for time and price. Orders as
transmitted to tha Auction should not
disclose the identity of the Customer.
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P207, Cash or Delayed Delivery
Transactions - All transactions shali be for
settiement at the settioment date fixed by
the Committes uniess made for cash or for a
stated delayed deiivery date. Cash
transactions are for settiement on the same
day.

P208, Erroneous Reports - The price
at which an order was executed and iocked
in shall be binding notwithstanding the fact
that an erronecus report in respect thereto
may have besn rendered.

P208, Orders, Records of and
Changes in - Every order shall be
recorded in writing at the time raceived,
inciuding 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 cancsllation or axecution 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 shail be made unless
authorized in writing by a p:incipal executive
cfficer of the mernber who shail be
personally informed as to the sssantial facts
reiative thereto.

306. TRADING SESSIONS

CSE Trading Rule 6.1 - Gpening,
Closing of Trading - No quotation shali
be put on tha Board befora the beii rings
and no business shall be transactad untii the
call-over is completed.

CSE Trading Rule 6.2 - Orders,
Acceptable - All bids and offers on the
Trading Floor boards shali represent orders
from clients, shali be firm, and shali represent
at least one (i} Board Lot.

CSE Trading Rule 6.3 - Round Lots -
The minimum Board Lots shali be prescribed
by the Committee from time to time. The
prevaliing {imits in tarms of market vaiue are
as follows:

Up to Re.5/-, lot with a minimum
consideration of Rs.l,000/- No. of Shares
300

Over Rs.5/- up to Rs.i0/- No. of Shares 200
Over Rs.l0/- up to RS.50/- No. of Shares i00
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 ihe Board
Lots shall be displayed on the Sper:ial Board
provided for the purpose and the prices for
these parcels shail not be considered as
market indicators.

CSE Trading Rule 6.5 - Board
Trading Proccdures - The Exchange
shall not entartain more than two broker
trading numbers at any one time in the
columns meant for brokers code numbers
on the Boards at the Floor,

6.6 The broker who trading number appears
first in the appropriats column, to buy or sell,
shali have preference over the other broker
who number appesars in the same column to
buy or sell, at the same price. As iong as the
broker indicates that he is a further buysr or a
ssiier this right shail be maintained. Once he
fails to maintain his position in the market the
broker whose number is next shalil
automatically take his piace.

6.7 if the broker whose number aiready on
the board or any other broker on the Trading
Fioor raisas the bid price or lowers the offer
price, he shail immediately have pracedence
over anyone eiss and shali continue to deai
at the new price untii either he ioses his
market or is repiaced by another broker at a
more competitive price.

6.8 All trading on the Fioor shail be
conducted to and from the Trading Floor
Boards oniy. The price at which business is
reported shall correspond either to the offer
price or tha bid price as appearing on the
3oard.

6.9 Whenever the prica at which business is
reported is first indicated on the Board as the
offer/bid, price, the broker indicating such a
quotation shali not conciuda a transaction on
his own account without first permitting the
othar brokers the opportunity of
Euying/selling such parcei at a higherower
price.
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307.CROSS (PARCEL) TRADING

P203, Crosses (Parceis) - Members
holding orders to purchnse and sell the
same sacurity at the same price (z possible
cross or parcel), shali announce their
intention to the trading session and shall
satisty offers tc buy or sell at better pricas
before executing the cross.

SC Rules 90 25 - Large 7.arcels with
widespread interest - Wienevsr parcels
of shares, with widespread of Interest,
represanting 1% of the issued capital of a
company or {0,000 shares, whichevor is
lower, are introduced to the Trading Floor,
the Exchange Manager shall use his
discretion to leave the bid open, if nacessary
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 immediately
investigated by the Manager and if
necessary, business that had already taken
place, will be set aside and the entira parcel
reintroduced to the market as a whole.

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” In order to disciosa their
interest in the Company to the othar
brokers.

7. Transactions in respect of such
Companies to be concluded by a member
firm quoted in “Red” on his own shall be first
reportad as a “Bid” prior to conclusion. If any
other member firm is willing to buy or sell
shares at the "Bid Price" the firm quotad in
‘Red" shall “sell to” or "buy from" the other
member firms prior to matching his own
‘buy” and “seil” orders.

7.2 Where two member firms are quoted as
buyers or sellers for securitiss marked in
‘Red’ anc where the order of priority to
‘buy” or “sell” is in favour of the member firm

quoted in “Red” such firm shall share the
parcel on offer if the transaction is to be
reportad at the quoted buying or selling
price.

CSE Trading Rules 8. - Large
Parceis with Widespread Interest -
Whenever large parcels of shares with
widespread Interest are intrcduced 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 psrcantum or more up or down
from that of the last transaction in a previous
trading day, shall be immediataly reported to
the Manager of the stock exchange, who
shall Inquire into such price movement and
shall approve such sale only it he is satisfied
that trading conditions justity such price
movemant.

(2) Where the Manager decides not to
approvae the proposed transaction, he shall
refer such decision to the Director General
whose decision shall hava effect pending an
appeal to the Councii, if 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
tor such appeal, within seven days of such
decision. The Council shall inquire into such
appeal and after affording the applicant the
opportunity of being heard, shall
communicate its decision to the stock
exchange. The decision of the Council shall
be final.

SC Guldelines 4/20/90 -
Compiement to Council Rule 7 -
Share price less than Rs.I0/- - movement
allowed up to Rs.l/-

Share price at Rs..0/- and above - movement
allowed up to 10%.

In the circumstances, described below, the
Council is of the view that reasons far
movement of share prices of either twenty
percentum or more up or down from that of
the last transaction in a previous trading day
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ghould be investigated and the Manager of
the Exchange should aliow 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 Increass;

4. Infrequently traded sacurities.

CSE Trading Rules 9. - °All or
None® Transactions - Transactions on
an “all or none* basis would be permitted
only If the parcel Introduced constltutes
elther ten percent (10%) or more of the
issued capital of the Company.

8. The member firm introducing the “all or
none” parcel shall disclose to thea Manager of
the Eiciiange the name/names of the
buyer/s and seller/s before introducing the
rarcel,

8.2 Parcels on offer or. an “all c: none” basis
shall be kept open vor 2 period not
exceediinq seven (7) market days.

8.3 Counter blds iii respact of “all or none”
parceis shall be on te entire parcel on offer.
However the sellsr should ensure that the
required number of transfers would be made
available so that even a minimum Board Lot
could be purchased by any buysr as long as
the entire parcel could be soid.

9.4 Buyer/Buyers involved in an “all or
none” transaction shall be obliged to buy
further quantities up to ten parcent (10%) of
the paicel on offer at the price at which the
“all or none”’ transaction Is conciuded. If the
subsequent parcels offerad exceed 10% of
the “ali 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 alorg with proof of ownership of
such shares.

308. CONFIRMATION OF TRADES
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CSE Trading Rule 6.10 - Temporary
Chits - 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 sscond copy in the
cass of inter-broker transactions elther to the
buying or the sslling broker's reprasentative.

6.l A separats temporary chit shail be issued
for each contract and such “chits® shall
contain the contract number, stock, price,
corregponding broker's name and
settiement date and shall be Initialed Ly the
peraon lssuing.

CSE Trading Rule 6.12A -
Reconfirmation Daily - All transactions
reported on the Floor on any trading day
snall be confirmed in writing to replace the
chit to the Exchange in the presciisad “Daily
Return® form before the zommencement 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 clisnt shall also be
reported to> the Exchange Msznager, In
writing, before the commencement of the
next Trading Day, which Information shall be
treated as confidential and not ba 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 behaif of clients
shall be | /2%, as currently fixed, or such
rate as may be fixed by the stock exchange
from time to time and approved by the
Councll.

(€} No licensed stock broker or stock dealer
may offer a private discount on stock
exchange transactions at any time.

CSE Trading
Commissions,

Rules 4. -
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 negotiabls.

4.| For transactions of a value of less than
Rs.|,000/- member firms shall charge Rs.|5/-
as brokerage from both buyer and the ssiler
subject to the following exceptions.

4.2 In the case of Government Securities
member firms shall charge both the seller
and the buyar as follows: -

Up to Rs.0,000/- of par value - Rs.l5/-
Over Rs.I0,000/- of par value - 02%

P117, Commissions - The commission
to ba charged on broksrage transactions in
securities traded on the Exchange shali 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 own
account - up to 50% of the non-member
commission.

b) to empioyee represantatives of the
Member for their customer accounts, but
not for own account, up to 40% of the
non-member commission.

¢c) to other Members by whom customer
advice, order soliciting or servicing,
execution, sattlement or carrying of a
customer account Is performed, such
division of commission as is mutually
agreac.

Confirmations of qualified transactions to
non-members shall be rendered with the full
amount of nhon-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
confidential basis and to settle all
transactions entered into on the exchange.
Such a member may execute transactions
on the exchange or engage the carrying
member to do so. Transactions seif-
executed shall be given up to the carrying
member for settiement. 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 sarvicing of customer accounts.

The carrying member shall receive, deliver
and maintain custody of all customer and
proprietary sacurities and cash, shall confirm
transactions to each party promptly, shall
render statements of account as required by
these rules, shall effect transters, claim
dividends and other distributions, and
otherwise have responsibllity for proper
conduct of sach account. Where a single
customer has transactions introduced by
different brokers, separate accounts shall be
maintained.

I an introducing member as a convenience
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
customer on the same day.

shall confirm
render statements

The carrying member
transactions and
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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 shali be explained to
each customer at the cpening of the
account in & form of |etter approved by the
Committes 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)rnaintenance of books and records,
d) receipt and delivery of funds and
securities, o) safeguarding of funds and
sacurities, e)confirmations and statements,
f) acceptance of orders and execution of
transactions, g) investment information and
advice.

Introducing members shall be financiaily
responsible to the carrying member for the
completion of any contract entered by the
introducing member on the Exchange, and
for timsly payment of monies or delivery of
socurities by introduced customers, and for
any lack of fidelity or other loss causad by its
personnel or agents. The carrying member
shall be financially responsible to customers
tor the functions specified for carrying
members above and for any lack of fidelity by
personnal of the introducing member or its
agents in delivering securities or moneys
entrusted for dalivary to or from the carrying
firm.

Each Introducing member shali maintain on
deposit with the carrying member such sum
as mutually agreed as a guarantee against its
obligations.

P302, of Account Self-Carrying - \/ith
the approval of the Commitiee upon
showing of approprirte financial and
operational capability, 2 Member rnay carry its
ovm and Introduced customer accounts, and
ssttie exchange transactions.

Act 23. - Contracts on Csasing
Membership - Where a licensed stock
broker or a licensed stock dealer dies,
resigns, or Is expsiled from the mambership
of a licensed stock exchange, or becomes
incapable of carrying on the business as
such stock broker or stock dealer by reason
of iliness or due to any other causs or the
licence grantad to such stock broker or stock

dealer is canceled, the Council shall direct’

the licensed stock exchangs of which such
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stock broker or stock dealer was a member to
arrange for another licensed stock broker or
a licansed 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 |. - Payment
by Buyer - The buyar shall pay his broker
on or before settiement day the price
inciuding charges of all shares purchased by
him during the period of dealing for that
settiement. !f the buyer defauits ha shall be
liable to his broker for ali loss or damage
sustained or Incurred. f for any reason
payment has not been made or specially
arranged for before the close of business on
settiemant 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
month from settiement day, the shares at the
buyer’s risk and the buyer zhall 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 for the
selling broker to deliver documents {o the
Clearing House of the Exchange by the
settlement day, the sslier shall be liable to
the selling broker for an overdue interest at
0.5% of the value of the transaction per day
which shall be deducted by the selling
broker when payment ‘s made to tha seller.

If for any exceptional reason the required
documents ar» not deliverad by the salier to
the selling broker within five market days
from the close of tha settiement, the selling
broker shall report such non-delivery to his
buyer or the buying broker, as the cass may
be who, with the authority cf 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 purchasad
by the salling broker at the nsk of the saller.

iil. Cancel the contract for non-delivery and
levy the overdue interest of 0.5% per market
day and the difference in the market price
between the date of cancellation applicable
in respect of such transaction.

Thesa options must be exercisad 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 causad as a
result of the extensions of time or lata
delivery or re-purchase of the share shall be
the liability of the seller to the selling broker,

Payment shall be made to the saller by the
selling broker only in exchange for or and
after dalivery of valid documents.

Valid documants are:

i. Transfer duly signed by the seller together
with the relative share certificats.

iil. 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 raceipt from the registrar of the
Company that they hold the relative share
certificate.

iv. A transfar form duly signed by the selier
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 delaysd 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 dats fixad by the Committee.
Settiement date on transactions for cash
shall be same day, and for delayed delivery
as agreed at the transaction. All contracts in
securities falling due while the transfer
books of such securities are closed sha.' be
settied on the opening of the books.

Any Membaer failing to meet its obligations at
a sattlement in an amount nct larger than its
deposit in the settiement fund shall be
suspended from making any transactions
other than liquidating transactions at
subsequent trading sessions until such
obligation is satisfied; for failing to meet its
obligations in an amount larger than its
deposit in the settiement fund, 2 Member
shall be deemed insoivent.

CSE Trading Rules 10. - Clearing
House Procedures -10.! Documents in
respect o¢f all inter-broker transactions
concluded on the floor shall be delivered to
the buying broker through the clearing
house of tha Exchange not later than
settlament day.

10.2 In the case of documents accompanied
by a delivery order and when such delivery
order originates from the selling broker, a
copy of the covering letter sent to the
Secretarias/Ragistrars when lodging the
share certificate shall be attached to the set
of documents. Such covering letters shal
be duly ondorsad by a responsible officer of
the Company.

10.2(a) In the case of intra-broker
transactions the mamber firms shall lodge
with the Exchange a copy of the covering
letter serit to the Secretaries/Registrars
when lodging the documents for
registration.

CSE Trading Rules Appendix | -
Form of Document Delivery in
Clearing

Name of Broker Firm:
Address:



Consolidated Srt Lanka Secur tties Requlations

Settlement:
To:
Dear Sirs

We enclose the following documents.
Kindly acknowledge receipt.

Date Our Control Nc. Your Control No.
Amount Due Stock Documents

Signature..........cccceerinnrrrcneeneennnn

CSE Rules 10.3 - Clearing Paymeants
- 10.3-f All documents delivered to the
Clearing Houss for the current sattiament on
or before the Monday preceding settiement
day shall be corsidered as baing in order to
receive payment on settiement day.

10.3-2 Payments in respect of Documents
delivered to the Clearing House aftar
Monduy preceding settisment day but
before ssttiement day shail be made by the
Buying Broker before the expiry of tha 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 Euying
Broker before the expiry of tha third working
cay from tha date of advics.

10.3-4 All payments made to the Clearing
House shall bs accompanied by a zovaring
letter in triplicats 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:
Daar Sirs

We enclose the following payments. Kindly
sicknowledge receipt.
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Date Stock Our Control No. Your Control
No. Value

Signature..........cccceerrnnnnnenn.

CSE Rules 10.4 - Clearing, Late
Dslivery of Documents -Documents
deliverad to the Clearing House later than
the settiement date shall be subject to a fine
of 0.5% of the Market Value of the
documents per day. The date of delivary of
documents and the due date of paymant
shall not be considered when computing the
fine.

10.44 in the cass of dalivery of documents in
respect of spiit re-sales within the same
settiement the Selling Broker shall be
allowed a grace period of seven (7) market
days from the date of settlement to dsliver
cuch documants.

However the Trading Floor representatives
shall convey dstails of such re-sales to the
Exchange at the time of concluding the
transaction on the Floor by indicating in tha
temporary chit the code number of the
broker firm from whom ha has purchased the
shares together with the contract number
and the date of such purchasa.

10.4-2 Fino payable to tha Buying Broker
dus to the Iate delivery of documents shalil
be deducted by the Buying Broker when
making payment to the Selling Broker.

CSE Rules 10.5 - Clearing, Dolaved
Payments - Payments received later than
the due date shall be subject to a fins of
0.5% cf the Market Valus of the documents
per day. The due date of payment and the
date of delayed payment shail not be
considered when compuing tho fine.

CSE Rules 10.6 - Clearing, Returnad
Documents - Whenever documents
submitted for registration are returred by the
Secretaries/Registrars due to the non-
avaliabllity of thu share cartificate or for any
other cause which results due to the
negligence of the Selling Broksr, 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 the Exchangy. Either option
must be exercised within seven (7) market
days from the delivery of rsturned
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 -l Documents In
respact of shares sold cum dividend shall be
deliverud to the Clearing Housc at least ten
(I0) markat days bsfores the closure of
Transfe; Books.

.2 I the Selling Broker fails to deliver
documents to the Clearing Housa within the
required time period as specified In (10.1)
above he shall daduct such pending
dividend when making payment to the client.

1.3 In instances whore time available to the
Buying Broker is insufficient to register the
transfers in the name of his ciient, the
Buying Broker may deduct such pending
dividend wnhen making payment to the
Selling Broker and shall ensure that the
shares are ot ragistered in the name of the
client until atier the date of entittement.

CSE Trading Rules 12. - Bonus,
Shares Sold with - 121 Documents in
raspect of shares sold cum bonus shall be
delivered to the Clearing House at lsast ten
(I0) market days before the closure of
transfer books.

12.2 Ininstances 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 Inast ten (0) market days
before the last date for ranu.ciation.

12.3 Wheriever the Selling Broker fails 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 entittement in the market in
consultation with the Manager .f the
Exchange and shall forward the debit note to
the Seil'ng Broker for settlemant.

P312, Partial Deliverias - 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
accepisd. (Also see 309)

404. TRANSFER PROCESS

SC Rules 90 14. - Transfer
Procadures by Broker - The procedure
of transterring and registering a change in
ownership of listed sacurities shall be as
follows -

(a) The seller shall surrender his share
cartificate to his salling broker.

(b) The selling broker shail forward the share
certificate along with a transfer form signed
by the seller to the stock exchange clearing
house on or before the established
sattiement date.

(c) The clearing housa shall give the share
certificate ard tho signed transfer form to the
buying broker at settlement in return for
payment for the purchase.

(d) The buying broker shall retzin the share
certificate and send a corfirmation of the
purchase along with the transfer form siar.ad
by the saller to the buyer for his signature
and return it to the buying broker.

(e) Upon receipt of the transier form signed
vy the buyer, the buying broker shall send
the share certificate and the completed
transfer form to the company whose shares
are to Lie trarstferred, and a copy of the share
certificate to the buyer.

SC Rules 90 15. - Transfer
Procedures by Listed Companies -
(1) Where a listed public company recsives
notice of transfer of shares, it shall effect the
transfer in its books and shall issue a new
share certificate in favour of the new buyer
without delay, and in any event, not later
than fourteen market days from the receipt
of a valid 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.

P210, ESignature Guarantee -
Signatures authorizing transfer of sscurlties
shall be guaranteed by the introducing
Member or the carrying Member.

405. SIGNATURE FILE

P306, Signature file - The Exchange
shall maintain an authorized signature file of
parsons authorizad to sign for Members and
athers frequently delivering sscurities.
Part'es registering with the signature fiie
shzii submit Isgal documents authorizing the
signatura(s) to be used and thereafter shall
nromptly notify the Exchange of any
char.ges in such authorizations with proper
documentation for any replacement
signature(s). The Exchange shall make
available reproductions of the authorized
signaturas for Members czrrying accounts
and others having a legitimate interest for a
reasonable fee.

406. DIVIDENDS, RIGHTS,
ALLOTMENTS

CSE Trading Rules 13. - Ailiotment
Letters, Trades for Cash - Al

trarsactions on lettsrs of allotment shall be
on a cash basis.

CSE Conditions of Sale 3. -
Dividends - Unless the broka:'s note
provides otharwise, where dividends are
paid on or subsequent to the date of the
brcker's note they shail belong tn the buyer.
If the buyer does not compiete and forward
tne share transfer form promptly on receipt
he wiii absolve the buying broker from ali
claims pertaining to the dividend.

CSE Conditions of Saie 4. - Rights,
etc. Attached to Sharas - Unless
otherwise stated in the broker's note ths
buyer is entitied to all rights accruing to the
shares as on the date of the broker's note
provided that the buyer complios with the
foilowing:

82

l. Makes payment on settisment day o
sariier as required by the buying broker.

ll. 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 involving allotment ietters shali
be on an immediate cash basis and the
selling broker shall snsure that he is in
possession of the renounced lotters of
aliotment prior to a sale.

Trading in rights and bonuses shall
commaence after four market days from the
date of dispatch of tha allotmant leiters and
shall cease ihree market days prior to the
closure of the books of the company
concarned.

In the cuse of rights issues the buyer shall
not be entitied to apply for any additional
shares.

407. RECLAMATION

P304, Good Delivery and
Reclamation - The seller of sacurities is
responsible for ths genuineness and
complete rcgularity thereof and a security
which is not valid or is not In proper
negotiable or transferable form shall be
replaced forthwith by ons which is valid and
is in proper negotiabls or transfarable form.

A sscurity with an irragularity which has besn
delivered may be returned or reclaimed on a
settiement date through the se .ement after
notice has been given to the other party at
least one day prior to the cettlement. The
party to whom the irregular security is being
delivered shail substitute a like security in
good delivery form or pay the current market
value thereof and bs deemed to be failing to
deliver. Securities with title calied into
question, reported to have been lost or
stoien, or the transfer of which is prohibited
or restricted by law or government action
shail also thus b3 returnad to the party
originally introducing the certificate to the
market. Securities partially cailed may be
returned to the party holding such certificate
at the time it csased to be a good delivery.
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408. ASSIGNMENTS

P305, Assignments - A registered
security as a good delivery shall be
accompanied by a proper assigiiment
executed aither upon the certificate Kself of
on a saparats papar for each suct; cortifi-ats.
When the name of a party has been inssrted
in such an assignment as assignso, a power
of substitution shail be signed In blank by
such party. When the name of a party has
been insarted as substitute in such a power
of substitution, a new power of substitution
chaii be executed In bilank by such
substitute party.

Any alteration or corraction In an
assignment, power of substitution or othsr
instrument shall be accompanied by an
explanation or the original instrument,
signed by the party exucuting (he same.

The signature on such documents shall be
technically correct, l.e. it shaii correspond
with the name written upon the certificate in
every particular without aiteration or
enlargement or any change whatsoever,
except that in the case of a firm "and” or “&°
or “Company” or “Co” or “Co.” may be
written either way.

Certificates shall be good delivery onlyifina
form and with authorizations as required by
Rule 156 and for transfer under the laws if
the country of jurisdiction.

Standard forms ussed for Assignments and
Substitutions are published by the NYSE
following its Rules 225 and 259.

409. CLOSING DEFAWILTED
CONTRACTS

P308, Closing of Obligations - When
a Member is found insolvent by the
Exchange, other Members holding open
contracts with such insolvant member shall
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 for
unusual circumstances and unsuccessful
efforts to borrow and if the Exchange finds
that a fair market in which to close the
contract is not available but no such

deferment will relleve tha party in default
from any resuiting damages.

A Member recsiving notice that & contract is
to be clossd out shall irnmediatsly re-transmit
such notice to any othar Member from whom
the securities Involved are due, and a
subsoquent close out against the contra
Member shall aiso close out against the
retrznsmitted Member. Any money
difference resulting from a contract closing
shall ba specified in immediate statements to
contra and retranamitted Mem);ers and shall
be paid at the naxt settiement.

When a lcan of money is not pald before the
end of the day upon which it becomes due,
the borrower shail be considered in default
and ths lender may, without notice, sell
sufficient of the the securities pledged
therefore to liquidate the ioan.

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 sacurities carried for
the account ot any customer without the
customer’s written consant, or borrow, or
arrange to borrow, using the securities,
carried for the account of any customer, as
collateral, without the customer’'s written
consent.

F309, Borrowing and Lending
Siecurities - Every reasonable means to
borrow sacuritias in order to make delivery
on open contracts shail be employed by
members. Membars 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 simuitaneous 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 thes
Exchange on the In-Housa transaction form,
the names of all buyers and seliers who are
parties to the margin trading accounts.

CSE Business Conduct Rule 7. -
Margin Accounts - Members shall not
offect a transaction in sacurities in a margin
account in a manner contrary to any
requiraments e stablished by the Exchange
or the Securities Council.

P311, Cradit {Margin) - A Member or
Approved Person may extend credit to an
account coliateralized by readily marketable
val'es in such account pursuant to the rules
of the Exchange or such more stringont
standards as determined by the Mambar or
Approved Pnrson.

interast shall be charged on any balance
unpaid by ssttiement date in sither a regular
account or a credit account.

No Member shali permit a customer or
er.ployes to make a practice of meeting
payment obligations by liquidating the same
or other sacurity or delivery obligations by
buying the same sacurity.

Credit accounts shall have a minimum equity
of Rs 20,000 (An amount sufficient to
discourage credit purchases by customers
who shoukd not afford risk)

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
customar shali be called to restore the squity
to at lezst 40%. Values shall not be allowed
in an account for this purpose which exceed
for sach security that amount which can bs
readily liquidated at a discount of 10% from
the market price.

Whenasver a person extended credit on
securities fails to meet & call for equity,
sufficient sacuritias shall be sold out at the
next trading session to bring the account
into compliance with the abcve
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 extansion of credit on
securitias att better tarms 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 i5. - Entities Faquired to be
Licensed - Subject to the provisions of
section 30 from and after the appointad
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,
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shall make an application in the prescribed
form together with the prescribad fee to the
Council, for the grant of a licance as a stock
exchange or as a stock broker or stock
dealer, as the case may be.

Act 19.(i) - License Decision, Term, -
On receipt of an application made under
saction [5, the Ccuncil having considered
the particulars stated therein and, where it
deems necessary, having given the
applicant an opportunity of being heard, in
parson or by a representativse, shall by
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written notice to the applicant, inform the
appiicant whether he is being granted
licence or not.

(2) Where the Council grants a licencs 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 a
certificate 1o that effect for a period of ons
year.

Act 20.(1) - License Renewal - A
licansed stock exchange may apply to the
Council for a renewal of its licence within Six
months prior to the expiry of the licencs.

(2) A licensed stock broker or a licensed
stock dealer as the case may be, may, within
three months prior to the expiry of the
licence, make an appiication to the council in
the prescribed form together with a
prescribed fee for a renewal of his licence.

(3) In granting & renawal of a licence, the
Council shall satisfy tself that tha licensad
stock exchange, the licensed stock broker
or the licensed stock dealer as the case may
be, has at no time been guilly of
contravening any provisions of this Act or
any rules or regulations 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 tr
undergo a change from its state specified in
the 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 such
alteration of change is effected.

Act 30. - Name Use - {I) From and after
the appointed date, no body corporate or an
individual shall use the words “stock
exchange®, “stock broker" or “stock dealer"
as the case iay be unless such body

corporate or individual as the case may be,
has baen licensed as a stock exchange or
stock brokar or stock dealer, by the Council
under this Act.

(2) From and after the appointed date, no
body ccrporate or an individual shall carry on
business =5 2 stock exchange, stock broker,
stock dealer as the case may be, such body
corpotats or individual Is authorized to do so
under a licence granted under the
provisions of this Act:

Provided, however, any body corporsgte or
an individugi who, immediately before the
appointed date was carrying on business as
a stock exchange, stock broke.: or stock
dealer as the case may be, shali be entitied
to carry on such business without obtz.ining
a licence under this Act-

(a) for a period of three months from the
appointed date; and

(b) {f prior to the expiration of that pericd an
application is made for a licence under this
Act, until the licence is granted or finally
refused 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 exceading one million rupees.

Act 3. - 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 licenses, or any Director of
such licenses shall-

(a) where such body corporate or an
individual is licensad 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 5/18/90 2. - License Fee -
There shall be paid-
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(1) in respect of every application under
regulation 2(1), a fee of Rs. 10,000; and

(2) in respsct of evary aprlication under
regulation 2(2) and reguiation 2(3) a fes of
Rs. 3,500 wt.ch shaii be paid Into the
account of the Securities Councii as
designated by the Council.

SC Rules 5/18/90 4. - License
Certificata -. (i) Tha certificate issued to a
stock exchange under saction 19(2)(a) of the
Act shali be in s:ich form as spacified in Form
'D’ in the Schedule hereto and shaii be valid
tfor a pariod of fivn vasra,

(2) The certificats iusued %o a stock broker
under saction i9(2)(b} of tha Act shail bs in
such form as specified in Form 'E' in the
Scheduie hereto and t*.aii be valid for a
pericd of one year.

(3) The certificate issued o a stock dealer
under section i9(2)(b} of tha At shali be in
sucr, form as specifisd in Form °F' in the
Scheduie hereto, and shauii ba valid for a
pariod of one year.

502. STOCK EXCHANGE
QUALIFICATION

Act 16. - License, Stock Exchange,
Reference to Schedule, Part 1 - No
iicences shaii 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 Scheduls
herato.

Act Schedule Part 1 - License
Requirements, Stock Exchange -
Requirements and conditions to be satisfied
for the purpose of granting a licencs as a
stock exchange to a body corporate are as
foliows:-

(a) that the applicant is-
(i), a public iimited liability company

incorporated under the Companies Act, No.
i7 of iI982; or
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(ii) an association registered as a company
with limited liability under section 2i of tha
Companies Act, No. |7 of 1982;

{b} that the articies or association of the
upplicant company referred to in paragraph
(&} 93 not permit any distribution of profits to
mArabars,

{¢} that the articies of association of the
applicarr company restricts ths membership
of the stock exchange to brokers and
deaiers owihy,

{(d) that at isust six members of ths appiicant
compsyiy will carry on brokering business in
securities indepoendently of and in
compatitioi. with aacih other and tha! at least
four mamburs have experioncs in brokering
in securitias turing the iast five yeus;

(e) that the applicant company is engaged
solely In tha businass of operating a stock
exchangs;

(f) that the Bosard of Directors and the ct:lef
executive of the appiicant company consists
of persons of business intagrity;

(9) that the Board of Directors of the
applicant company conslists of fi/o members
who are individua! stock brolers or stock
deaiers or nomiinses of any company
iicensad as a stoci: broker or stock dealer
eiected by the gonsral membership;

(h) that the appiicant company’s iocation and
activities wiil enabia the creation of a more
orderty market for sacuritias in Sri Lanka,;

(i) that the appiicant zcmpany’s financia!
standing is satisfactoiy; and

() that the rules of applicant company make
satisfactory prowvision-

() for admission of members;

(it) ‘fer exciusion from membership of
persons who are not of goud charactar and
high business integrity;

(ili) for the expulsion, suspansion or
dieciplining of members for conduct
inconsistent with just and equitabls
principiss in the transaction of business or
for a contravention of or failure to comply
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with rules of the stock exchange or the
provisions of this Act;

(iv) for appointment of authorizad
repraesentatives and clerks;

(v) with respect to the conditicos under
which sacurities may be listed for Gucing in
the me:xet;

(vi) with respect to conditions unds v whirh
listing of a particular security may ba
revoked;

(vil) with raspect to the conditions governing
dealings in securities by ! s mombers:

(viil) with respect to timely and accurate
disclosure of all material information required
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 abuss cf certain persons of privileged
information not yet made available to the
general pubiic;

(x) with respect to prohibition of securities
market manipuiation of any form including
ftisa trading, market rigging, &c.:

(xi) for investigating into trading in securities
and financial transactior:s of stock brokers
and stock dealers for conduc*ing surprise
checks on tha members;

{xil} for suspansion of trading of any given
sacurity for the protection of investors or for
the conduct of orderty and fair trading;

(xiil) with respect to the conduct of securities
trading of stock brokers and stock dealers
and the manner in which 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 dsalers.

SC Rules 2. (1) - License, Stock
Exchange Application Documents -
Every application made by a body corporate
for the grant of a licence or renewal of a
licence to operate a stock exchange shall ba
acccmpanied 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 raspect of regulation
and contrel of contracts in securities;

(b) Two coples of the Rules applicable to
listed companies;

(c) Two coples of duly completed Form 'A*
set out in the Schedule ! hereto;

{d) Two coples of « st containing the names,
Jesignations and addresses of the members
of the stock exchange;

(e) Two coples of the list of companies istad
with the atock exchange;

(f} 1wo coglss of tha audited balance sheets
and accounts of the applicant company for
the threo preceding yoars or any other
financial Information acceptable to the
Counrill if the applicant ~ompany has not
been In business du.ing the three
preceding years; and

(g7 A copy of the receipt in proof of payment
of the application fea.

SC Rules 5/18/90 2. - License
Exchange Appiication Forms, - (i)
Every application under section IS 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 grantof a
licence as & 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 Exchaiige

Application for a License/Renewal of a
Ucence as a Stock Exchange

To: Chairman,
Securities Council,
Colombo.

l.

We.......ccovvveennnn, (o] FHRS hereb
y apply for a licence/renewal of a licence as a
stock exchange under the provisions of the
Securities Council Act, No. 36 of i987, 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 the Act.
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2. The followin¢; documents are enclosed:

() Two copies of the Memorandum and
Articles of Association and Rules and By-
Laws for the regulation and control of
contracts in sacurities.

(2) Two copias of the Rules and Regulations
applicabls to listed companias.

(3) Two copiss of the annexure hereto duly
compisted.

(4) Two copies of the list of names,
designations and addresses of tha members
of the exchange.

(5) Two copies of thes list of companies list
with tha stock exchange.

(6) Two copies of the audited balance sheet
and accounts for the year.....,

..... and ....., or other financial information
acceptabls to the Council if applicant has not
baeen 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 | - General

I. Registered Name and Address of
Applicant: ...........c..u...

2. Is the organisation-
(a) A public limited company incorporated
under ihe Companies' Act No. I7 of 19827

(State Date of incorporation)
or
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(b) An Association registarad as a Company
with Limited Liabiiity and incorporated in Sri
Lanka? (State Date of Registration)

4. Name of Consultant, if any and
Telsphons No. ..............

5. Name of Chief Administrator or Manager
and Telepone 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 Assoclation of the
Organisation do not parmit any distribution
of profits to members ..............coeernennnnen.e.

(b) that the Articles of Association of the
Organisation restricts the membership of the
stock exchange to brokers and dealers only

Part Il - Membership

9. Please list the names of members of your
Organisation who will carry on stock broking
business i idependent of and In connection
with each other. Givs details and period of
experience In brokerage of securities of
each mamber

(Pleass attach certified list)

0. Pleass submit the rules of your
organisation relatirg to:

{(a) Admission of Membaers;
(b} Exclusion yrom mambership 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 principls in the ransaction
of business or for contravention of or faliure
to comply with the rulss of the stock
exchange or the provisions of the Securitias
Council Act;

(d) Appointment of
representatives;

authorised

(e) The conditions under which sacuritias
may be listed for trading in the market;

(f} The conditions under which listing of a
particular sacurity may be revoked:

(g) The conditions governing dealings in
securities by your members:

(h) The timely and accurate disclosure of all
material information required for investors to
make informed investment decisions;

(i) The protection of investors in securities
from misrepresantations, misleading
information, fraud, deceit and other adversa
practices in the issues and trading of
securities and from the abuse by certain
persons of privileged information not yet
made available to the general public:

(i) The prohibition of securities market
manipuiation 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;

() 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 maintatned;

(n) Ensuring that customers' funds and
securities are segregated from the other
business of the stock brokers or stock
dealers.

l. State whether there is any provision,
resolution or convention for limiting the
number of members and whether in
pursuance thereto vou have fixed a ceiling
on the number of members that you would
wish to admit.

2. Do you Insist on any minimum
qualifications and experience before
enrolling new members? Please attach
details.

13. State the sacurity deposit required from
sach member, admission fee and the rate of
annual subscription.

Part Il - Govarning Body

4. Please state the names of mernbers of
your Board of Directors/Council Members
and the Chief Executive, togethar with
detalls of the positions they hold in other
companies and their business experience.

IS. Please list the members of your Board of
Directors who are individual stock brokers or
stock dealers or nominee of any licensed
company who have appiied for a licence as a
stock broker or stock dealer elected by the
general membershin. ............cooocooviinil.
I6. What Is the present strength of your
governing body? Give details oi the
constitution, power of management,
election and tenura of office of members of
the governing body, and the manner in
which its business is transacted.

I7. Are any trade or commercial interests
represented on your governing body? If so,
give details of interests represented.

I8. Are any shareholders' or investors'
associations rapresented on your governing
body? If so, state the manner in which it is
done.

19, Are there any government

representatives on your governing body? It
so, furnish their names.
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20. Do your rules provide for the direct
election by membars of any other bodies or
committyes apart from the governing body?
It so, give details of their constitution,
tenure, powers and functions.

2i. Do you have any provision for the
appointment of standing er ad hoe
subcommittess of the governing body? it
so, furnish dstails ot the method of
appointment, terms of office, powers and
functions. Piease give names of mambers
of such standing or subcommittae, and If ary
membars are not members of the governing
body, furnish detalis of the positions thay
hold irs other companies and their busineas
sxperiance.

22. Give the designations, powers and
duties of principal officars of your exchange.

23. What are the disciplinary powers
availabie to the governing body to enforcs

due compliance by members of the
regulations of the stock exchange and
goneraily to ensure proper standard of
business conduct.

Part [V - Miscallarsous

24. Do you have the machinery for
arbitration of disputas bstween members
&nd/or betwaen members and their
constituents? Give detalls,

25. What provision have you made for the
ievy and recovary of foes, fines and
penaliies? Pieess furnish doatalls.

We confirm that all attachments are
individualiy certified as being correct

Signature of Applicant
Namas & Designation of Appiicant

Date

SC Rules 5/18/90 - Scheduie Form D, Form of Stock Exchange License

Securitias Council,

(incorpcrated under Act, No. 36 of 1987)
2nd Fioor, Mackinnons Buiiding,

York Street, Colombo I.

Grant of a Licence/Renewal of a licence to a Stock Exchange

The Securities Council, having considered the appiication for the grant of a licence/renewal of
a licence made under Saction 15/20 of the Securities Councii Act, No. 36 of 1987 by

........................................ Of oreeeeeiiitenineeeee., hOreby grants in the exercise of the
powers
conferred by Section I9 of the Securities Council Act, No. 36 of 1987 a licence to the said
Stock Exchange for the period from.................. to

.............. 19.....
Seal Chaiman
Dated this......... day of ......cccreevrecrennens . 19.......

securitiss market, as the Director Gsnerai or

SC Rules 90 9. - inquiries of Stock
Exchangaes - The Diractor Generai or any
other porson authorised to do so by the
Council, may conduct such inquiry or
inquiries, inciudir.g the axamination of books
of account, recaipts, vouchers, documeants
and any other records in reiation to the affairs
of the Governing Body of the stock
exchange or the affairs of any member of
such stock exchange, in reiaticn to the
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the Councii may deem necessary for the
purpose of enabiing the Council to exarcise,
perform and discharge any of its powers,
duties or functions under the Act.

SC Rules 90 10.- Stock
Exchanges, Annual Rsports - (1)
Every stock axchange shali, before the 3ist
day of March in each year, or where the
Councii grante an extension of time, within
such t:ims, iurnish to the Counci! anrually, a



Consoligated Sri1 Lanka Securities Requlations

report of its activities during the preceding
calendar ysar which shall, inter alia, contain
information on the following matters -

(a) Amendments, if any, made to the rules
and by-aws of the stock exchange;

(b) Changes in the composition of the
Governing Body;

(c) Any new sub-committees set up and
changes in the position of existing ones;

(d) Admission, re-admission, deaths or
resignations cf mambers;

(e) Discipiinary action taken against
membaers;

(f) Arbitration of disputes (nature and
number) batween members:

(g) Defzutts;

{h) Action taken to combat any emergency in
trade;

(i) Securities listad and de-listad;

(j) Securities brought on, or removed from
the ‘orward list, where applicable.

(2) Every stock exchange shall hold its
Annual General Maeting within four months
from the end cf the financial year, at which
meeting there shall be presented an Annual
report and duly audited accounts Such
report and audited accounts she Id be
submitted to the Council within two weeks
thereaftar.

SC Rules 90 11. - Stock
Exchanges, Quarteriy Reports -
Every licensed stock exchange shall furnish
to the Council, quanterly retums ralating to -

(a) Purchases and sales during the
preceding quartcr;

(b) Names of companies wh'ch have not
submittea annual and bi-annuw; reports;

(c) The number of securities listed and
delistead auring the previous three months.

SC ARules 90 16. - Stock
Exchanges, Cther Reports - (1) A

stock exchange shall file with the Council a
daily list of transactions of

sacurities made on the trading floor, stating
the price and number of securities
transacted.

(2) A stock sxchange shall lssue a statement
of all share transactions, including private
transactions and gifts, and their vaiues, for
each day, to the Councl, at least fortnightty.

(3) A stock exchange shall issue to the
public madia, at the end of sach day, the
detalls of ahares 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 shares
transacted and price movements in the
securities market, at least once every
fortnight.

(5) A stock exchange shall, make available
for reference to tha public investor, details of
the published accounts of listed companies,
the details of shares transacted and the
pnices at which shares have been transacted
during the year.

503. BROKER, DEALER
LICENSING

Act 17. - License, Broker, Dealer
Referance 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 Il of the Schedule hareto.

Act 18. - Individual, Reference to Schadule,
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 Il of the Scheduie hareto.

Act Schedule Part il - License
Requiresments, 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 is a member
of a stock exchange licensad under this Act;

(b) that the applicant is a company
incorporated under the Companies Act, No.
i7 of 1982;

(c) that the Directors of the appiicant
company-

(i) have never besn declared bankiupt;

(i) have never been thamsalives, or been
Directors of, a company that has been
denied a licence as a stock broker or stock
dealer; or

(iii) have never besn themseives or baen
Directors of, a company whose licence as a
stock broker or stock dezler had been
removead by the appropriate authority;

(d) that at isast one Director and at isast one
employae who will be the chiet smployee of
the applicant company, is certified by a stock
exchange licensed under the provisions of
this Act, as sufficisently trained in stock
exchange operations; and

(e) that the applicant company has lodgad
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 equivalant in bank
guarantee with a stock exchange licensed

undar the provisions of this Act.
SC Rules 2. (2) - License
Application Documents, Broker,

Deaier - Every application made by a body
corporate for the grant of a licence or
renewali of a licence to carry on the business
of a stockbroker or stock dealer shall be

accompanied by -

(a) Two copies oach of the Memorandum
and Articles of Association of the appiicant
company;

(b) Twe copies of = list containing the names
and designations of the Directors of the
applicant company;

{c) Two copies of duly compieted Form 'B'’
set out in the Schedule | heretc;
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(d) Two copies of a statement listing the
names of hoiding companies, subsidiary
companies, associate companies or
partnerships, in which such applicant
company has any interest;

(e) Two copies of the audited balance
sheets and accounts of the applicant
company for the three preceding years or
any other financial information scceptable to
the Council if the applicant company has not
been In business duting the three

preceding years;

(f) Whaere the application ralates to a renswal
of a iicance, two coplas of tha Certificate of
Membership in a stock exchange; and

{g) A copy of the recaipt in proof of paymert
of the application fee.

SC Rules 5/18/90 2. - License
Application Forms, Broker or Dealer
-(2) Every applicaticn under saction I5 of the
Act by any body corporate which Is carrying
on, or intends to carry on, the business of a
stock aroker or stock dealer for the grant of a
licancs as a stock broker or stock dealer and
every application by such a licensed stock
broker or stock dealer for a renewal of its
licence shalii be in such form as specitied in
Form B’ in the Schedule hareto;

SC Rules 5/18/90 2. - Licenss
Application Forms, Broker or Deaier
- Schedule Form B -

Appiication for & Licence/Renewai of a
Licance as a Stock Broker or a Stock Dealer

To: Chairman,
Securities Councll,
Colombo

. W8, e Of ceirriinrccrecnnnne hereby
apply fora

licence as .................. under the provisions
of the Securities

Councii Act, No. 36 of I987 and agree to
undertake, in the event of

our application being accepted, to ahide by
the rules and procedures

of the Securities Council established
according to the Act.
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2. The following documents are enclosed:

{th Two copies of the Memorandum and
Articles of Association.

(2) Two copias of the list of names and
designations of the Directors.

(3) Two copies of the annexure hereto duly
completad.

(4) Two coples of the statoment listing the
namss of Holding Companies, Subsidiary
Companies, Associate Companiss or
Partnerships, in which such stock broker or
stock dealer has any imerest.

(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 yaars.

(6) Two copies of the Certificate of
Membership in a Stock Exchange where
application ralates to renswal of a licence.

3. We confirm that the information supplied
in the annexure to this form is correct.

4. Bank Recsipt No. ........ dated the
................. For Rs. .........is attached, being
licence fees for ........................

Yours faithfully,

Signature of Applicant
Name & Designation of Applicant

...................

Annexure to Form B

. Registered name and address of Applicant

.............................

2. Telaphone 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 of Hoiding Companies, Subsidiary
Companies and Associate Companies or
Partnerships in vshich your Company has any
interest ..........

6. Names & Dssignations of the Directors of
your Company .................

7. Pleana 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 rever been themselves or as
Directors of a company been subjecied to
the removal of their licence as a stock broker
or stock daaler .........

8. Are your Directors on the Soards of other
companies? If so, pleaso give details

......................................

9. Pleass name the Diractor/Direciors and
employess who are certified by the Colombo
Securitieos Exchange (Gte) Ltd. as
sufficiently traines in stock exchange
operations. (Please attach certificates)

i0. Pleass confirm that your company will
lodge sacurity in such sum that may be
determined by the Ministar in charge of the
subject of Finance. (Such sum will be basad
0n the value of the transactions that ars likely
\C be carried on by your company cr an
equivaient in bank guarantea with the
Colombo Securities Exchange)

.........................................

We confirm that all attachments are
individually certifiec as being correct.

Signature ot Applicant
Name & Designatinn of Applicant

Date
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SC Rules 5/18/90, Schedule Form E, Form of License as Stock Broker -

Securitieas Council,

(Incorporated under Act, Mo. 30 of 1387)
2nd Floor, Mackinnons B .ilding,

York Street, Colombo I

Grant of a Licence/Renawal of a licance to a Stock Broker

The Securities Council, having considered the application for the grant of a licence/renewal of
the liceance mads under Section 15/20 of the Securities Councli Act, No. 36 of 1987 by

........................................ Of oireiitstcsineneneeenn, hOTODY grants in the exercise of the
powers confarred by Section 19 of the Securities Councll Act, No. 36, of IS87 a licence to the
said Stock Broker for tine period from ........... L (- JTURURR 9.

Seal Chaiman

Dated this............. day Of.....oooeiivicrvneiircecrieenes . 19.......

SC Ruiles 5/18/90, Schedule Form F, Form of Licanse as Stock Dealer -

Securities Council,

(Incorporated under Act, No. 36 of 1987)
2nd Floor, Mackinnons Building,

York Strest, Colombo I.

Grant of a Licence/Renawal of a licenca to a Stock Dealer

The Securities Council. having considered the application for the grant of a licence/renewal of
the licenca made under Section 15/20 of the Sacretaries Council Act, No. 36 of 1987 by
........................... of........cee..c..., hereby grants in the exercise of the powers conferrad by
Section 19 of tha Securities Council Act, No. 36 of 1987 a licence to the said Stock Doealer for
the perind from .................. [{- TP ,19......

Seal Chairman
Dated this........... day of.....cccvervrriinienee . 19.....

Act Schedule Part iil - License

Requirements, individuul - Terms and
conditions to be complied with for the
purpose of granting a licence as a stock
brokar or a stock deaier \ ‘ndividual are
that the applicant-

(a) is a citizen of Sri Lanka;

(b) is a fit ane aroper person and is of 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
in stock exchange operations;
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(d) has lodged security in such sum as may
be detarmined by the Minister, having
regard to the value of transactions that are
likety to be carried on by such applicant or an
equivalent in bank guarantas with a stock
exchange licansed urder this Act; and

(e) hus not been expelled or dabarred from
membership of any stock exchange licensed
under this Act.

SC Rcules 2. (3 ) - License,
Individual Application Documents -
Every application made by an individual for
the grant of a licence or renewal of a licence
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to carry on ths business of a stockbreker or
stock dealer, shail be accompanied by -

(a) Reports from all Bankers of the applicant
in respect of the applican's jinancial
standing Iin such form as may be prescribed
by the Council;

(b) Coples of the Retums of income Tax and
Weatlth Tax for the two years Iimmediatsly
preceding, certifiad by the Departmant of
Inland Revenue;

(c) Two coples of duly completed Form 'C’
set out in the Schedule | hareto;

(d) Whers the application ralates to a renewal
of a licence, two coples of the Certificate of
Mambership in a stock oxchange; and

(e) A copy of the receipt In proof of paymeant
of the appiication fee.

SC Rules 5/18/80 2. - License
Application Forms, Individual -(3)
Every applicetion under section I5 of the Act
by any individual who is carrying on or who
imends to carry or: the business of a stock
broker or stock dealer for the grant of a
lieance as a stock broker or stock dealer and
every application by suct: licensed stock
broker or stock dealer for a renewal of its
licenca shall be In s:ich form as specifiad in
Form ‘C’ in the Schedu's hereto.

SC Regulations 5/18/90 Schedule Form C - Individual Licenss Application.-
Application for a Licence/Rsnewal of 2 Licence &s a Stock Broker of a Stock Dealer by an
Individual Who is Carrying on or Who Intends to Carry on the Business of a Stock Broker or a

Stock Dealer

To: Chairman,

Securitles Council,

Colombo

L e S < | PO hersby apply for a
licance as a ......ceeeverreenennn under tha provisions of the Securitles Council Act No. 36

o 1987 and agrea to undertake, in ths svent of my application being accepted, to abide by the
tdles and procedures of the Securities Council establishad under to the Act.

2. The following documents are enclosed:-

(1) Two copies of tha Certificate of membershi

relates to a renewal of a licence.

p in a Stock Exchanye where the application

(2) Two copies of a certificate issued by the Stock Exchange of which | am a member
confirming that | am sufficiertly trained in stock exchange operations,

(3) Two copies of the annexura hersto duly completed.

(4) A report from all my Bankers in accordance 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 Revence.

3. | confirm that the inform:_tion supplied in the annexure to this form is correct.

4. Bank Receipt No. ........... dated the .........

fees for ....cveeervvennnnn.

Yours faithfuily,

........ for Fis. ....... is attached, being licence
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Signature of Applicant
Data
Anriexure to Form C

Applicant

2. Tolophone Mo.......ceeeeveverieeencriereeessenees
3. NationAY..eciicceerereeenieeennessecsnssseeeenes
4. iclentity Card NO. ....coveceeeiverccereneecereeene

S. Please confirm t.at you-

(i) have nsver boen daclared insolvent or bankrupt.

(i) are of sound financial standing.

(iiit) will lodge sacurity in such sum as may be detarminad by the Minister in charge of the
subject of Finance having regard to the voiuma of tiansactions that are likely to be carriad on
Dy you or an equivaleni i bank guarantee with the Colombo Socurities Exchange.

(iv) have not been expellod or debarred from membership of any stock exchange licensed

under this Act.

6. Are you a Cirector on the Board of any listed company? If so, please give details,

7. Are you a sharehclder In any company listed with the stock oxchiange? If so, please give

details.

8. Pleass name your employees who are certifiad by the Colombo Securities Exchange (Gta)
Ltd. as being sutficiently trained in stock exchange operations (please attach certificates).

Yours faithfully,
Signatura of Applicant
Date

504. MEMBER QUALIFICATION

CSE Momorandum 5. - Members,
First - Tha first members of the Exchange
shall be tha signatories to the Memorandum
and Articles of Assoclation of the Exchange
and the first associate mambers of the
Exchange shall be those admitted by the
Executive Committee soon after
incorporation who after the expiry of a period
of one year from the date of incorporation of
the Exchange shall become members
provided they have complied with the
provisions of these presants.
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5(1). Any Broker desirous of becoming a
Member of the Exchange shall sign and
send or deliver to the $acretary of the
Exchange hereinafter referred to, an
application in the form of or to the effect
following:

To the Colombo Sacuritics Exchange
Gantlemen,

We dasire to become a member of the
abovs Exchange and we hereby authorize
you in the event of our election to enter our
names on the Register of Members of the
Exchange: we undertake to abide by the
Articles nf the said Exchange and Bye-Laws
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and any other Regulations duly made
thereunder.

Full Name:
Address:

------------------------------------------------------------------

-------------------------------------------------

------------------------------------------------------------------

Signature
Date: etc:

CSE Articies 8. - CSE Member
Qualification - Cvery applicant fer
Membarship of the Exchange:

(a) shall be a Broker as dafined in Clause 2
of the Articles

(b) shall have had experience acceptable to
the Committoe as a Stock and/or Share
Broker

{c) should rot bave been suspended or
sxpeiled fiom the Exchange or any other
recognisad Stock Exchange

(d) shouid not have had a receiving order
made against him or bean adjudicated
barkrupt

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:

1) each director of such corporation, each
person who controls such corporation,
and every person which engages in a
sacurities or kindred business and is
controlled by or under common contro!
with such corporation is an approved
person.

b) every principal executive officer, every
person who is an employse designated
to trade on the Exchange, and every
person who solicits and services
securiiias business as an empioyeea
reprasentative, agent or agent
representative is approved by the
Exchange as such.

c) The Board of Directors of such corparation
designatas its principal executive
officers who shail exercise senior
principal rasponsibility over the various
areas cof the business of such
corporaton in such zreas as the rules of
the Exchange may prescribe, including
operation, finance and credit,
compiiance with law and rules, sales,
underwriting, research and
administration.

d} The corporstion, its officers, smployees,
representatives, agents, agent
representatives and approved persons
agree to comply with applicable rulas of
the Exchange as they exist or may be
amendad in the future.

Control Prevention - Whenever an approved
person of a Member fails or ceases to be so
approved, tha Member shall promptly
redeem or convert to a fixed income security
such of its outstanding voting stock as to
terminate that party's abpility, if any, to
exercise corntrolling infiuence over the
management or policies of such Membaer.

For this purpose, each certificate of
incorporation of a Member shall contain
provision authorizing the Member to redeem
or convert to a fixed income sacurity all or
part of the outstanding voting stock owned
by any person raquired to be approved by
the Exchange who fails or ceases to be
approved as may be necessary to reducs
such party’s cvmership of voting stock below
that level which enables such party to
exercise controlling influence over the
management or policias of such Member,

if the certificate of incorporation provides
that a stockholder may compel redemption, it
must provids that without the prior written
approval of the Exchangs, the redemption
may only be effected on a date not lass than
six months after raceipt by the Member and
the Exchange of a written request for
redemption given no soonar than six
months after the date of originai issuance of
such shares or any predecsssor shares.

Prohibitions - Without the written approvai of

the Exchange, no Member shall:

a) reduce its equity or debt capital other than
by loss or amend its chartr, certificate of
incorporation, or by-laws. Tha
Exchange may at any time in its
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discretion require the Member to restore
or increase its capital or surpius, o7 both,

b) issue #ny fixed debt in a form qualifying as
capitzl of the Member,

¢) amend, modify or cancsl any agresrment
made by it or any of its stuckholders
relating to the management of the
Momber or the issue or transfer of
securities of tho Member,

d) redeam or repurchase any sharas of its
stock on less than six months notice
given to the Exchange not less than six
months aftar the original Issuance of
such shares or any predscessor shares,
and shall notify tha Exchange if any
redemption or repurchass is postponad
because prohibitad by this rule,

o) issue siock except for cash or such other
consideration as the Exchange
deturmines will not impair the financial
responsibility and operational capability
of such Member.

CSE Articles 7 - CSE Refusal of
Membership - The Executive Committes
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 Articies 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 Articles 9 - CSE Spvnsor
Information - The Applicani and his
Proposer and Secondsr 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
deemsd priviieged and confidential and no
part thareof shall be communicated to any
person except the members of the
Committea.

CSE Articles 10 - CSE Election
Notice - On the admission of an applicant
as a member such admission shali be
notified to him in writing and a copy of These
Presents shall bs sent to the applicant
together with the B’ .-Laws or any other
Regulations duiy made hersunder together
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with o reguest for payment of all monies
raquired to be paid hereunder and the
furnishing of such securlties as is hersinafter
provided and on due compliance therewith
tho applicant shall become a rember of the
Exchange and ba bound bv the Rules of the
Exchange and «i! Bye-Laws or any other
Regulations duly made thersundar.

CSE Articles 11 - CSE Membership
Agresment - Every applicant on beiny
notified by thv Secretary of his admission to
the Exchange shal! forthwith sign an
undertaking in tha following form and post
the sama to the Sccrstary.

"We the undersigned being a licensed
Stock or Shars Broker, haraby agree to
comply with tha 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
psrsonal to each member but shall be
exercised by one director of such member
from time to tim, appointed on that behalf.
Any member shail ipso facto cease to be a
member it 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 corrpany which 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 toc be a member shall be due
from such member to the Exchange in
addition to the guarantee referred to in
Article IS (ii) of Thess Presants.

CSE Articles 15 - CSE Mermnber
Subscriptions - Subscriptions to the
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Exchange shall be such sum or sums as may
froin time tc tirne be ficed by the Committee
and shall be paid by every member as and
when called upon so to do by the Soecreatary
or such other Officer of the Exchange duly
authorized by this pu-pose.

CSE Articles 16 - CSE Member
Entrance Fee - Every applicant Joining
the Exchange after the date oi its
incorporation shall pay by way of enirance
fee a sum of Rupees One Hundred
Thousand (Rs. 100,000/-) within ons week
from the date of election as a member of the
Exchange.

CSE Articles 17 - CSE Entrance
Deposit - Every member shall daposit with
the Secrstary a sum of Rupees Forty
Thousand (Rs. 40,000/-) as a guarantee for
the due observance of These Fresents but
shall be entitled to have such deposit
refunded to it at such time as the Exscutive
Committee may determine subject to any
charge or deductions that may have to be
made in terms of These Presen:s.

CSE Articles 19 - CSE Foe Upon
Reelectior - in the event of any company
being re-elected a member such company
shall not upon such re-election be required
to pay any further ontranca fee.

CSE Articles 20 - CSE Rafunds - In
the event of any member rasigning or boing
axpelled from the Exchange he shall not be
entitled to receive back any entrance fee or
subscnption already paid.

CSE Articies 21 - CSE Member
Advance of Subscription -
Notwithstanding Article IS any member who
is electec during the currency of any period
to which any subscription is applicable may at
the discretion of the Committee be required
to pay the proportion of the current period's
subscription in advance if in the opinion of
the Secretary it will be convenient for him so
to 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, Personns! Approvals - Each
Member, principal officer, trading attorney,
employee representativs, agent, or agent
representative of a member, and sach other
person required to be approved shall meet
the qualification standards of the Exchange

and be approved in the capacity applied for.

P403, Principal Executives,

Cfficers, Trading Attorneys, Agents,

Employee or Agsnt Representatives

- The Ex~hange shall not approve parsons

as principal executives, officers, trading

attorneys, employee reprasentatives,
agonts, agent represantatives or ingividual

Members uniess satisfied that:

a) the applicant has horestly submitted
application information as required and is
of legal age.

b) the applicant is of good business
reputation and integrity

c) the applicant meets such other
requirements as the Securities Council
or Exchange may establish from time to
time as to sponsorship, experience I1n
the securities or aquivalent business,
written or oral examination of
knowlsdge, or citharwise, and

d) such person in writing agrees to comply
with the rules nf the Exchange as they
exist or may be amended.

CSE Trading Rules |. - CSE Trading
Attorneys, Member Representatives
- LI Each member firm of the Exchange shall
be permitted to nominate not more than four
(4) representatives on behalf of each
member firm to cperate on the Trading Fioor.

1.2 Accredited representatives shall possess
a certificate of competence issued by the
Exchangs and a valid broker's licence to
operats on the floor.

CSE Trading Rules 2. - CSE Trading
Attorney Replacements.-
Replacements for accredited
representatives isaving employment of
member firms shall be nominated by member
firms after giving prior notice to the Manager
of the Exchange.

2.1 Such new representatives nominated by
member firms shall not negotiate tusiness
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on the floor and shall function as an
"Observer” for at least thirty (30) market days
before being permittad to operate on the
fioor.

2.2 During such interim period the
Exchange shall conduct a training
programme for the new represantatiu/s and
require such person/s to attend auch
programmes after Trading Hours.

2.3 Non sttendance at the training
programme by new represantatives shall be
reported to the Executiva Committee who
will take appropriats 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 Guidaline 1.- Agent
Registration -. Every agent of a member
company who Iis permitted to solicit business
on behalf of a membar company and bas
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 Guideiine 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
haif of the brokerage charged to the ciients
that he introduces to his member company.

(c) No agent shail be an smpioyee of a
member company and no agent shail be
entitied to receive any of the benefits and
entitiaments that the member company
gives or extends to its empioyees, whether
such benefits or entitiements are requirad to
be given or extended to employees by iaw
or otharwise.

(d) The member companies shail be
responsible for all acts of omission and
commission of their agents.

P403C - Agent Indemnity - Members

are responsible to customers without iimit 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 lossas arising
from the conduct of agents or their agent
representatives.

SC Agent Guideline 3 -
Qualification - (1) Appointment:

Ageant

(a) Every member company shall supply the
Exchange with a list of ks agents as at the
date of the coming into eifect of these
Guidalinas or at such times as the Exchange
may require.

(b) A member company terminating the
appointment of an agent shall give
immediate notice of such tarmination to the
Exchange.

(c) Member companies shall bs allowed to
appoint agents who are approved and
authorized by the Committes, and any
member company desirous of appoirting an
agert shall apply on such application formvs
that may be decidad by the Committes from
time to time.

(d) No individual or nominee of o corporate
body shell be appointed as an agsnt unless
such individual or nomines of a corporate
body complies with the following conditions -

(i} Acceptability - in determiring a candidate’s
acceptability for registration the Executive
Committee iooks for evidence of —

(a) The integrity of the candidate and a
record of high standard of business
conduct, as shown In the invastigations and
obsarvaiions of his member company,
empioysr, previous smployers, edu:aticnal
institutions attended and other reievant
refererices.

(b} His potentiai ability to perform in a
sstisfactory manner the duties of an agent as
shown by a period of specific training for
thasa duties in a member company’s offica
or some equivaient office in the sacurities
business.

(i) Training - The minimum training
requirements for candidates without
previous experienca shali be one month.
The training period may be reduced or
waised at tha absolute discretion of the
Exchange if the candidate for registration
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has had some previous exparience in the
sacurities business.

During the training period, each traines
should undertake actuai ‘on the job’ training
in the firm, but must not deal in any
sec Irities.

(i) Examinations - A candidats must havs
passed, or been examptud therefrom, such
qualifying exaninations as may be
conducted, or auly authorized to be
conducted, by the Executys Committes or &
Board of Examiners appointed by the
Executive Committes.

The examinations wiil be conducted at such
times during the year as may be detarmined
by the Commitiee or the Board of Examiners
and regulations governing such
examinations may be drawn up by the
Committee or the Board of Examiners from
time to time.

The examination raquirements may be
waived at the absoivie discretion of the
Committee.

SC Agent Guideline (II) - Agent
Prohibitions - (a) An agent who shail in
any circumstances, either directly or
indirectly, divide or share his ramuneration or
commission, as the cass may be, with any
person shail forthwith bs struck off the
appropriate register by tha Committee and
the member company shall rander itseif
liable to be deait with by the Committee for a
breach of the Rules & Regulations of the
Exchange if itis a party to or has knowladge
of the agent's violation,

(b) No person shall ba 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 & Reguiations of the

Exchange and shall be deait with
accordingty.
P405, CSE #Membar Approved

Parsons - The Board shall rot approve
persons otherwise required to be approved
unless they satisfy the conditions of
sections a), b) and d) cf the first paragraph of
P403.

P404, Personnel Changes - A
Member shall prorptly give notice to the
Exchange in writing of:

a) The death, discharge, retiiemert or othar
termination of association of any person
whio required Exchange approval,
together with the reasons therafore,

b) dissoiution of the corporation

¢) any matorial change in the stockholding of
any spproved person

d) any proposed change Iin the directors or
principal executives

) any proposed change in the charter, by-
iaws or other documems on file with the
Exchange, or

f) any fallure to comply with all the conditions
of approval specified in P201,

Each approved person shall promptty notify
his Member of any material acquisitior: or
disposition of stock of the Member.

P406., Personnel investigation
Authorizaticn - Each person requirad to
be approved by the Exchange in any
capacity shall authorize in writing “the
Exchange ard any agent to conduct an
Investigation of my character, credit
worthiness, abliity, knowledge, business
activitias, educational background, preavious
empioyment and reason for terminacon
thereof. | authorize and request any of my
former amploysrs and any other parson to
furnigh tc tho Exchange and its agents any
information thay may havs concerning me in
those respects and | hersby release each
such employer or person from any and all
liability of whatsosver nature by reason of
furnishing such information to the Exchange
and its agents. | recognize that | will be the
subjact of ar investigative report ordared by
the Exchange and acknowledgn that | have
been informed of my right to raguest
information from the Exchange concerning
the nature and scope of the investigation
requasted.”

P407, Employaes & Agents - The
£xchange may require any infarmation to be
furnished by any employes or agent of a
Member, 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 smployment 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 Iea:t
personal conversations with employars
during the prior thres years.

Employee Records - Members shcll obtain
before employment, maintain as changus
occur during eamploymant, and pressrve 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 nesw
responsibllitias,

¢) educatinnal institutions attended with
dates and whether graduatad,

d) complete consacutive record of businass
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 kindrad business

f) any arrest or indictment for any felony or
misdemeanor, except minor traffic
violations

g) any other names by which he has bean
known or has used,

h) whether any surety bond has ever been
denied, revokad or surety paid becauss
of such psrson

i) a recent photograph at employment and at
tan year intervals ihereafter.

P408, CSE Acceptability Hearings -
The Exchange may disapprove the
application of a prospective Member ¢r of
any person required to be approved by the
Exchange, or any changs in status of such a
person requiring Exchange aporoval after
being given the opportunity to be heard by
an Acceptabllity Committee 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 witnessas.

An Acceptability Committes 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
shall designats ons from among thamseaives
as Chairman. The decislons of a majority of
the mambars of an Accaptability Committee
shall be final, axcept subject to appeal as
otherwise provided.

506. DEFINITIONS

Act 55, - Definitions - In this Act, uniess
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;

“listed public company” means any public
company which has Its securities listed or
quoted on a licensed stock axchange;

“listed securities” means securities of any
listed public company;

“securities” means debenturas, stocks and
shares in a public company or corporation,
funds or bonds of any government or of any
body, corporate or unincorporate, including
any right or option in respact thereof or any
other certificats ar Interest bought or sold on
a stock exchange,;

"stock exchange® means a market,
exchange or othar place at which sacurities
are ragularly offered for sale, purchase or
exchange, Including any services
connectad with such businass;

“stock broker" means any individual or body
corporate engaged Iin the business of
buying or selling of securities on behalf of
investors in retumn for a Commission;



"stock dealer” means any individual or body
corporate engaged in the business of
buying or selling of sacurities or in the
dealing or jobhing or trading of securities, or
the underwriting or retailing of securities.

P403B - Dsefinition, Represantatives
- The terms "amployes representative,
agent, agent represantative’ refsr to
persons angaged in the solicitation of orders

Chapter Six -
601. GOOD BUSINESS CONDUCT

CSE Rules of Business Conduct 1 -
Good Business Conduct - Mempers
snail adhere to good practce and Just and
fair crincipies of trace in the conduct of
business affairs.

P501, Good Business Practice -
Every Member and eacn smployee, agent
and agent rapresentative of a Member shall
at all imes adhera to the principles of good
business practice in the conduct of his or its
business affairs, and shall act in a manner
consistent with unhancing the welfare ang
reputation of the Excnange.

CSE Rules of Business Conduct 8.
Managed Accounts - Members who
undertake to manage tha investment of a
client (wnetner or not on a discrationary
basis) shall se: out in writ.ag the terms are
condmions inciuding :

(a) the scope of discreticn and investment
objectlives;

(b) the fees to be cnargec ‘or managemeant
and the basis on wrich they are calzulates;
(c) arrangements for cusiz y ¢f securities
and cash;

{d) any arrangemen's for cayment of interest
on uninvested tatances:
{e) arrangemants for
valuations.

reporting ang

6C2. MANIPULATIVE ACTIVITY

SC Rules 90 - Manipulation - 5. Nc
persen csnall create, cause s ke greatec or
do anything that is calcu.ztad 12 create a

for the purchase or sale of sacurities or
similar instruments for the accounts of
customaers or members or in the sclicitation
of managemant investmant service on a fee
basis by a member.

SC Rules 5/18/90 2. - Definition, Act
- In these regulations- “Act” means the
Securiies Council Act, No. 36 of 1537,

Ethical Conduct

false or misleading appearance or
impression of active rrading, or a faise or
misleading appearance or Impression with
reaspect tc the markst fcr, or the price ot any
sacunties listed in a stock exchange.

CSE Rules of Business Conduct
6(b) - Manipulation - Members shall nc:
dxecute or causs to ba executed purchases
ot any listed security at successivaly higner
prices, or sales of any such security a?
successr/ely jower prices, for the purpose of
craeting or inducing a false, mis leading or
artificlal appearance of activity in such
security or fcr the purpose of unduly or
Improperly influercing tne market price fce
such security or for the purposs of
estatlishing a price whicn does nat reflect
the true state ¢f the market in such secunty,

SC Rules 90 20 - Wash Sales - Mo
person shail by means of surcnases cr saies
of any securities that ¢o not involve a
change in the ceneficial ownersnip of thosa
securities or by any fictticus transacticns c:
Oy any other means create a false market in
any sacurmies listed in a s192K excnange.

CSE Rules of Business Conduct 6(c¢)
- Wash Sales - Memzers shall not, for tne
PUrpose ot crealing or incucing a faise cr
misieading appearanca of aclivity in a listed
security or creasing ¢r Incucing a false cr
misleading appearance witn resnect 1o tne
market in such securny

(i) execute any ransazi.cr in sucn secur.ty
wRich inveives rnc crange in the benefic:al
ownership tnerect, or (2} enter any order o
crders for the purcnase ¢f suen sSecurty witm
he Knowiecge tnat an crzer or croers o5



substantially the same size at substantially
the same price, for the sale of such security,
has peen or will be entered by the same or
ditferent parties; or (3) mntar any order or
order,; for the salm of any such security with
the knowledge that an order or orders of
substantially tho same prica, for the
purcnasa of such security, has baan or will
be entered by or for the same or citferent
pares.

603. PERSCNAL CONDUCT

P502, Emplioyment Outside Member
- Ingividual Members, and employses and
employee representatives, agents and
agent reprasentatives of Members shall no.
create conflicts of Intarest with the business
of their Member employer by othar
employment, or potential confusion by
customers as to which employer is
represented. For this purpose, any other
empioyment by such persons shall be
recuested in writing and approvad in writing:
for Principai Exacutives of Members by the
Exchange, and for employees and
employee repre3entativas, agents and
agent reprassntatives of membars by such
Member. Similar request and approval shall
be required for any non-emplnyee type of
engagement in any other business, or
comrpensaticn by others, or financial interest
in any other securitles, financlal 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, glve any compensation or
graturty to any employee of tha Exchange. A
grawy shall inciude a gift of any nature.

PS03, Gratuities - Except with the prior
written consent of the employer, no
Member, member employee or emplayes
representative, agent or agent
represantative shall employ or compensate
any person or give any gratuity to any
principal, officer, or employes of the
£xznhange, its subsidiaries, the Securitles
Ccuncil, another Member, financial
institution, rews or financial information
meZgia, or non-member broker or du .iar In
securities, commodities or monay
irstruments.

A gift of eny kind Is considersed a gratuity.
Records shall be retained for at (east thres
years of ali siich gratuities and compsnsation
for inspection by the Exchange. When close
reiatives work In different financiai
organizations, gifts arising fram the family
ralaticnzhip are not subject to this rule.

P504, AQuestionablse Conduct

Reports - Each Member shall promptly

report t¢ the Exchange whenever such

memter or any empioyea or employee
representative, agent or agent
raprasantative:

a) has lolated any rule of the Exchange or
any law or regulaticn (other than minor
tratfic violations) or has engaged In
conduct which Is inconsistent with just
and equitable princinies of tradse or
detrimental to the interests ana waltare
of the Exchange.

b) is the subject of any written customar
complaint involving allegations of theft or
misappropriation of funds or securities or
of forgery

¢) Is arrested, arralgned, Indicted, or
convicted or pleads guilty or n¢ contest
to any criminal offeanse {other than miner
tratfic violations)

d) Is assoclated in any way with any financial
organization disciplined by any
Jurisdictional organization or which |s
convicted of or pleads no contest to any
felony or misdemeanor.

e) is the subject of any clalm for damages ore
defendant or respondent In any civil
litigation or arbitration which has baen
disposed of by judgement, award or
settiamurit for an amount cxceeaqing (a
significant amount in natonal currency).

f) Is disciglined by the Member by
suspension, tarmination, withhc!ding of
compensation or fines in excess of (a
significant amount) or any other
significant limitation cf activities for
cause.

Each emoloyee or reglstereag
reprasentative, agent or agent
representative shall promptly repcrt to
his/her employer the existence of any of the
conditinns spocified In the prior paragraph.

P506, Misleading Names - No Member
shall do business under a name fcund by
the Exchange t« be misleading. No agent or
agenm representative shall recresentthat it is

O
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P508, Ruinor Clrcuiation - No Member
or employee or enpioyee rapressntative,
agent or agent rapresentative theresof shalil
circulate in any manner rumors of a
sensational character which might
reasonably be expected to effect market
conditions on the Exchange generally or in
particular securities. Discussion of
unsubstantiated information published by a
widely circulated public media or the subject
of broad Inquiry within the financia)
community Is not prohibited when its source
and unsubstantiated nature ara aiso
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 criginatad 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 ciient
concerning the client's investment
objectives, financial situaticn, aind needs
and any other information known by suen
membars. Members shall maintain in their
files the basis for such recommendations.

(b) Members shail not withhold information
that will be in the interests of the client or
prejudicial to the intarests of the client.

CSE Rules of Business Conduct 5.
Accounts, Client - (a) Members shall not
guarantee a client againsi 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 and Sharing in
Accounts - No Member, employee or
employee representative, agent or agent
representative shail guarantee the payment
of a debit balance in another perscn’'s
account, or guarantee a customer against
loss, or represent that the Member will
guarantee a customer against loss, or take or
recefve or agree (S taka or receive a share in
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the profits or losses of any customer's
acccunt or transaction.

This ruie does not prohibit participation in a
joint account or Investment partnership with
the prior written consent of the Member. it
does not prohibit the sharing in losses after
the Mamber has establishud that the loss
was causad in whole or in part by the action
or inaction of such Member, employee or
registered renresantative.

CSE Rules of Businaess Conduct 3. -
Discretionary Accounts - Members shall
not exercisa any discretionary power in a
cliert’s account to purchase or sall securities
listed on the Exchange unisss such client
has given prior written authorisation.

PS5Q7, Discretion - No employee or
empioyes representative, agent or agant
representative of a Member shall exercise
any discretionary power in a customer's
accourit without the written authority of the
customer and without first notifying and
obtaining the approvai of another person
delegated by the Member with authority to
approve the handling of such accounts.
Every order entared on a discretionary basis
must bo so identifiad 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 suparvisory procedures.

No employee or employee representative,
agent or agent representative shall exercise
ana no Member shall permit the exercise of
discretion 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 sacurity shall be executed.

P5i1, Account Transfers - Upon
notice from a customer of his instruction to
transter his account(s) or the servicing of his
accounts from one Member to another, such
transfer shall be expeditad 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 batwean the carrying
parties.

P514, Disclosure of Conflicting
Intermast - Disclosure shall be made in
advance of any {ransaction to any customer
where a Member or associated person has a
conflicting interest, inciuding but not limited
to

a) instances where compensation is to be
paid by the conira party

b} instances where the broker is distributing
or acquiring securities for a fee, or recelving
afee

c) positions are hald by the broker

605. REGULATORY INFORMATION
PRIVACY

P509, Privacy of Regulatory
Information - The Exchange, Members,
employees or employss reprasentatives,
agents or agent rapresentatives thareof
shail maintain the privacy of all financial and
other competitive information obtained in
their capacity &s regulators and servicars of
securities business, except in response to
process of law or Exchange rule. Matters _f
such privacy which may merit attention of the
Committee shall be first reported by the
Exchange Chief Executive Officer tc the
Chairman or a designated Committee
Member who is not rapresenting Members
for decision on the extent of such
information to be reported to the Committee.
Otherwise Committee Members are not
entitied tc 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 Membar.

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 reiating to transactions
in sscuritias in which they or the company/
body corporate they represent have any
interest.

606. NEW ISSUES
P512, Fair Corporate Financing -

Members shali not particpata in any
distribution of securities when the
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underwriting or other arrangements in
connection with or rolated to the distribution,
or the terms &::d conditions relating thereto,
are urfair or unreasonable.

P£13, Free Riding and Withholding -
A Member and its associatad persons shall
not fall to meke a bona-fide public

distribution of a public offering which is

expected to or Goss trada at & premium in

the secondary market whenever such
sscondary market bagins. Members and
assoclated partiss shall

a) not continue to hold any such securities
acquired by underwriting or otherwise in
own account(s)

b) not zall any such sacurity to any person
associsted with any broker/dealer; or to
any senior officer or parson trading or
brokering securitiss or influencing
securities trading or brokaring for any
financial institution; or to any finder in
raspect to the public offering; or to any
fiduciary to the managing underwriter or
the issuer such as attorneys,
accountants and financlal consuitants; or
any membar of the immadiate family of
any such person to which such person
contributes support; or to any
broker/dealer, bank or other conduit
without assurance that such purchasa is
not for such prohibited parties.

c) except that sales are not prohibited to
such parties whers both the aggregate
sold to such partias and the amount to
each individual is insubstantial and not
disproportionate as compared to sales to
members of the pubiic 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
subsaction (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 hoids by virtue of being connected
with the company;



(b} it would be reasonable to expect a
person so connected and in the position by
virtue of which he Iis 5o connected, rot to
discloss vxcept for the prope: performance
of the functions attaching to that position;
and

(c) he knows is unpublished prics sansitive
information in ralation o thoss sscuritias.

Act 32(2). Insider Dealing,
Associated Company - Subject to the
provisions of subsections (8) and (9), an
individual who Is or at any time in ths six
months immediately preceding the
appointed date has boen 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
virtus of which he is so connected to
disclose except for the proper performance
of the functions attaching to that position;

(¢) he knows is unpublished price sansitive
information in relation to those securities of
that other company; anc

(d) relates to any transaction whether actual
or contemplatad, involving both the first
mentioned company and that other
company or involving one of them and
securttias 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 kncws or has reasonable
cause to believe, held the information by
virtue of being so connected: and
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(b) the former individual knows or has
rsasonable cause to believe that, because
of the latter's connection and position, it
would be reasonable to except him not to
disclose the information excent for the
proper parformance of the functions
attaching to that position,

then, the former individual-

() shall not himself trade in listad sacurities
ot that company H he knows that the
information Is unpublished price sensitive
information in relation to those securities:
and

(i} shall not himsalf trade in listed sacurities
of any other company if he knows that ths
information is unpublished price sensitive
information in relation to those securities and
it relates to any transaction whether actual or
contemplatad, 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 longsr contemplated.

Act 32(4). Insider Dealing, Take
overs - Subject to the provisions of
subsactions (8) and (3) where an individual is
contemplating or has contemplatad, making,
whether with or without another perscn, a
takeover offer for a company in a particular
capacity, that indivicual 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 unpubliched price sensitive
information in relation to those securities.

Act 32(5). Insider Dealing, TNird
Parties - Subject to the provisions of
subsections (8) and (9) where an individual
has knowingly obtained, whether directly or
indiractly, 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

107



sansitive information in relation to those
securities.

Act 32(6). insider Dealing, Advics 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 saction from trading ir: listad
sacuritiss shall not counsel or procure any
other person to deal in those securitias,
knowing or having resasonable cause to
believe that person would trade in such
listed securitiss.

Act 32(7). insider Dealing, Advico to
Counselors - Subjact to the provisions of
subsections (8) and (9), an individual who is
for the time being prohibited as aforesaid
from trading in listed securities by raason of
his having any information, snall not
corimunicate that information to any other
person if ha knows or has reasonable cause
to beliave that or some other person will
make use of the information for tha purpose
of counseling or procuring any other parson
to trade in such listed securities.

Act 32(8). - Insider Dealing,
Exclusions - The provisions of this
section shall not prohibit an individuai by
reasen of his having any information from-

(a) doing any particular thing otherwisa than
with the view to the making of a profit or the
avoidance of a loss, whether for himsaif or
another person by the usa of that
information;

(b) entering into a transaction in the course
of the exercise in good faith of his functions
as liquidator, receiver, or trustees 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

(i) of a description which it would be

reasonable to expact him to obtain in the
ordinary course of that businass,
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and he does tnat thing in good falth in the
coursa of that business.

(9) And individual shall not, by reason only
of having information relating to any
particular transaction, be prohibited-

(a) by the provigions 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
subsaction (7) from dcing 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),

If he does that thing in order to facilitate the
competition or carrying out of the
transaction.

Act 32(10). Insider Doaling,
Trusteas - Where a trustes or legal
represantative, or whers 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 subsaction (8)
would be prohibited by ths provisions of this
section from counssling or procuring any
other person to trade in listed securities,
irades in thoss listed securities, or counsels
or procures any other person to trade in
them, he shall be presumed to have acted as
refarred to in that paragraph if he acted on
the advice of a person who-

(a) appoared to him to be an appropriate
person from whom to ssek such advice; and

(b) did not appaar to him to be prohibited by
this section from dealing in those sacurities.

Act 33(1) 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 a< a public servant or is knowingly
obtained by an individual (directly or
indiractly) from a public servant or former
public servant who he knows or has
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reaconable cause to believe, he!d the
information by virtue of any such position;

(b) it would be reasonabis to expect an
individual in the position of the public
servant or former pcsltion of the former
public servant not to disclose sxcept for tho
proper performance of the functions
attaching to that pesition; and

(c) the individual holding it knows, Is
unpublished price a-nsitive information in
relation to listed securlities of a particuilar
company (hereafter in this section referred
to a< ‘relevant sscurities®).

(2) The provisions of this saction shall apply
'3 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 formar
public st, .ant who, that individual knows or
has reasonable cause to believe, held the
information by virtue of his position or former
position as a public sarvant.

(3) An individual to whom the provisions of
this saction apply-

(a) shall not trade in any relevant securities;

(b) shall not counsel or procure any other
person to trade in any such re.avant
securities, knowing or having reasonable
cause to believe that other person would
trade in them; and

(c) shall not communicate to any other
person tha information held or, as the case
may be, obtained by him as referred to in
subsaction (2) if he knows or has reasonable
cause to believe that that or some other
person will make use of that informaticn for
the purpose of counseling or procuring any
other jierson to trade in such relevant
securitias,

(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
completicn or ca:rying out of the transaction.

Act 34 - insider (rading Definitions,

Connected with 2 Company - (1) For the
purposes of this Part of this Act, an individual
iscomoctndwimlcompanyff.andorﬂyif-

(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 amployee of that
compary or a relatad company or a position
involving a professional or business
relationship between himseif (or his
employer or a company of whict e is a
director) 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 listad
securities of sither 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 nrice sansitive information® in
ralation to any listed securities of any
company is a referancs 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 generaily known to those parsons
who are accustomed or wouid be likely to
deal in those listed securitias but which
would if it were generally known to them be
likely to affect materially the price of those
socurities,

(3) In this 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 whinh is
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 {cr all holders
other than the person making the offer and
his nomineas) 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 making
the offer and his nominess, of a particular
class of those shares to acquirs 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
accerdingly.

CSE Rule of Business Conduct 15 -
Personnel Relatad 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 leve! interast 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 directorv, and employees of member firms
are required to file a report not later than ten
market days after the end of each calsndar
craarter as to:

Ali shares held by the individual director or
employes in quoted compariies. They shall
cover any shares as abovse heid in trust
by/for said individual or held by members of
his/her immediate family as ste*~d in 1
above.
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608. COMMUNICATIONS WITH
PUBLIC

SC Guidelinea 2. - Definitions - (f)
"Advertissament” means any material for use
in any newspeper or magazine or other
public medium or by radio, telsphone,
recording or television.

(g) “Sales Litaraturs” mears printed or
procassed material detalling the facilities and
sarvices offerad by a member company or its
personnel to the public.

SC Guidelines 8. - Advertising and
Articles In Public Media -

(a) No member company shall:

(1) publish or broadcast any material which is
not of a strictly legitimats business character
or any material which may be in ths opinion
of the stock exchange, detrimental to the
interast of the stock axchange generally or
any of the member companiss in particular.

(2) allow its name to be Included in an
advertisement ccntaining 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
oxchange 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 ba the responsibllity of the Board of
Directors of the member company to ensure
that all advertisements and publicity
matsrials:

{I) are designed to advartise the member
company and its willingness to seek the
custom of the public and not {o attack,
offend or discredit other membar companies
and !nstitutions directly or by implication.

(2) do not contain claims that are
unwarranted, exaggerated or incapable of
substantiation. No claims or comparisons



which are misleading about expertise or
service may be included.

(3) are truthful, factual, accurate and in gond
taste.

(4) are not of a character which would be
likely to bring the stock exchange or its
member companiss into disrepute.

(5) are written in such a way so as not %o
prejudice the interests of the investing
public or retard or distort the proper
devsiopment of thy capital market.

(c) Member companies shall bs responsibla
for the accuracy and contents of their
advertisements and sale literature and if
required by the stock exchange must be
able to justify the contents. Where a
member company is found to be in breach of
this regulation, the stock exchange shall
have the powar to require the member
company to refer to it all future
advertisements and sale literature for prior
approval. In any review of advertisement or
publicity material, the stock exchange
cannct be hold responsible for the accuracy
and completeness of factual information nor
the opinions held or alleged cbjectives of
the member company.

P510, Communications with the

Public - Traditional standards of

truthfulness and good taste shall apply to

any form of communication by Members,

their employees and em ployee

representatives, agents or agent

representatives. Specifically prohibited are:

a) any untrue statement or omission of a
material fact or communicaticn which is
otherwiss false or misleading,

b) promises of specific resuits, exaggerated
or unvsarranted claims,

c) opinions for which there is no reasonable
basis, or

d) projections or forecast of future events
which are not clearly labeied as such,

Recommendations (even though not
labeled as such) must have a basis which can
be substantiated as reasonable. When
recommending a purchase or sale or switch
of specific securities, supporting information
must be providad or offered. The market

price at the time of recommendation is made
must be indicated.

Disciosure shall be made (excluding
extemporary interviews) in recommending
purchase or sale of specific securities if the
Member usuaily makes a market In such
security or the transaction is to be on a
principal basis with the Member, or the
Member was manager or co-manager of the
most recant public offsring of the issuer, or if
any director or principal axecutive of the
Member or i** employees preparing the
communication have positions in securities
or options of the issuer or is a diractor of
such issuer.

Performance records or statistics of past
recommandations or actual transactions of
the Member shall be balanced and

a) confined to a specific universe that can te
fully isolated and circumscribed and that
coveis at least the most recent 12-
munth period,

b) include the date and price of sach initia!
recommendation or ‘ransaction and end
of period when liquidation was first
recommended or effected. Such detail
may bo summarized, averaged or
offerad rather “han provided provided
that there is included the total number of
ftems recommended or transacted, the
number that advanced or declined and
an offer of the complete informaticn on
request.

c) disclose relevant costs and all material
assumptions usad for annualization,

d) indicate gereral market conditions during
the period coverad and any comparison
to an overall market indicator such as an
index ara valid,

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
the record is based are retained for
Exchange review for at least three years.

Projections and predictions must contain the
bases or assumptions upon which they are
made and offer the bases and assumptions
of such materials used.

Comparisons with a Member's service,
personnel, facilities or charges with those of
othars must be factually supportable.



Dating of reports shall be appropriate with
identification of any significant information
which is not reasonably current.

Sources shall be disclosed of
communications not prepared under the
direct supervision of the Member.

Testimonials concerning the quality of
investment advice must make clear that auch
statemant may not be representative of the
experience of other clients and Is not
indicative of futiire performance or success.

If more than a nominal sum is paid for tha
testimonial, the fact that it is & 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 ail or particular
communications with the public by Members
in advance of or following publication may be
required by the Exchange.

Chapter Seven - Sup~rvisiun and Control

701. SUPERVISION OF BUSINESS

CSE Rules of Business Conduct 2. -
Compliance by Personnel - (a)
Membears shali establish, maintain and
enforce procedures which will enabie them
to supervise propetrly the activities of their
employees to assure compliance with the
Securities Council Act, Pules and
Regulations promuigated thsreunder and
with the By-laws, Rules and Regulations of
tie Exchange.

P601, Business Supervision - a)
Each office, department or business activity
of a Membar shall be under the supervision
and contro! of the Member establishing it
and of the personnel delegated such
authority and responsibiiity. Each perso
employed as an agent or agent
representative and each office anc
department of an agent conducting any
securities business shall be by contract
subject to control and inspection of its
securities business by the Member or the
Exchange.

The person in charge of a group of
employees or employee representatives,
agents and agent representatives shalil
reasonably discharge his duties and
obligations in connection with supervision
and contro! of the activities of those persons
reiated to the business of the Member and
compliance with securities laws and
reguiations.
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b) The directors of sach Member shall
provide for appropriate supervisory control
and shali designate a chief oxscutive officer
to assume overall authority and responsibility
for internal supervision and sontrol of the
organization and compliance with sacurities
law and regulation. This person shall:

(1) delsgate 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 system of follow-up
and review to d=tarmine that the
delsgatad authority and responsibility is
being properly exercisad.

¢) The prior consent of the Exchange shall
be obtained for sach office established by a
Member other than the main office, by a
showing that propér supervision and
financing for the office and business to be
produced is available.

d) Qualified persons acceptablie 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 *his ruie should have a creditable
record as a registered representative or
equivaient experiance, and is to
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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o) the amounts and typas of credit extendsd
or guaranteed by a Member shall ba
supervised by empioyess qualified by
axperience for such contrs! In *he types of
business for which credit is extended.

f) Duties of supervisors of employes
representatives, agents and agent
representatives ordinarily shouid include at
least approval of new accounts and review of
correspondonces of employes
rapresentatives, agents and agent
representatives, transactions, and customer
accounts. Appropriate records should be
maintained svidencing the carrying out of
supervisory responsibilities such as a writtan
statement of the supervisory procedures
currently in effect and initialling of
corresponderce, transactions, blotters or
statements raviewed in the supervisory
nrocess.

g) Members shall provida for the supervision
and control of each general ledger
bookkeeping 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 to
eliminate 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 the

provisions of P300 to

a) Use due diligence 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 hoiding
power of attorney over any such
account.

b) Supervise diligently ail accounts handled
by employee representatives, agents
and agent representatives of the
Member

¢) Specifically approve the opening cf an
account prior to or promptly after the
compietion of any transaction for the
account 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

shall indicate approval in writing on a
document which is part of the
permanent records cf the Member.

For a credit (margin) account of a non-
member corporation, definite kncwledge
should be had that the corporation has the
right under its Charter and By-laws to
engage In credit transactions for its own
account and that the persons from whom
orders are received are duly authorized to so
act by the corporation. Copies of the
corporate charter, by-4aws and authorizations
are advisable, othorwise the Member shouid
flle a signed memorandum of reasons for
believing that cradit transactions are legal
and autherized.

For a cash account of a non-membar
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 tha 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
an assential fact.

703. ACCOUNT SUPERVISION

P6G4, Account Name - No Member shall
carry or guarantea an account in the name of
a person other than that of tie customer,
except that an account may be desigr.atec
by a number or symbo! provided that the
Member has on file a written statament
signed by the customar attesting the
ownership of the account.

CSE Rules of Businsss 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.

P60S, Employee Accounts - No
Member shall carry or guarantee an acccunt
or effect a transaction, withcut the prior
written consent of the employeyr, iin which an
employee, agent or agent representative of



another Member, or an empioyee of the
Exchange, its subsidiaries or the Securities
Council is directly or indirectly interasted.

Duplicate reports and statements shall ba
sent promptly to the employer, attention of a2
des..giated principal executive, other than
t.vs interested employes.

No Member shali carry or guarantee 2 credit
(margin) account or transaction, withoi’t the
prior written consent of the employer, in
which an employae 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, ron-member broker/dealers
or banks without the prior written consent of
a principal exscutive other than himself
designated to sign such consents, and shall
arrange for duplicate confirmations and
statements to be sent to such parson.

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 advancs by a
principal officer or other delegated person
qualified for such supervision. Such
communication includes but is not limited to
advertissments, market |etters, research
reports, books, sales literature, eiectronic
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 represantatives which are

shown or distributed to customers or the
public. Letters contalning investmant advice
or information by employee representatives,
agents and agent representatives shall aiso
be reviewed in advance of malling by a
competent delegated person.

PE06B - Definitions, Research
Beports - Research reports are gensraliy
defined as an analysis of individual
companies, industries, market conditions,
securities or other investment vehicles
which provide Informstion reasonebly
sufficient ubon which to base an investment
decision, and shall bs prepared and then
approved by difforent individuals competant
for such preparation and the supervision
thereof. Supervision may be by employess
of the Member oi part time competent
consultants retained for that purpose.
When in Sri Lanka securities analysis
bacomes a developed profession, the
Exchange shall establish qualification
standards for supervisory analysts and
require approva! of resaarch reports by such
persons. Basic analysis In ressarch reports
by a person without technicai expartise in
some areas of the report shail be co-
approved by a product specialist so
quaiified.

For this purposs approval of the Exchange
of spe:ific arrangements shall be required
for any office jointly occupied with any other
business. Acceptable methods of
differentiation of businesses in joint tenancy
include csiling righ 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
advartising showing both organizations.

Chapter Eight - Financial & Operational Responsibility

801. CAPITAL REQUIRED

P701, Member Capital Required - A
Member introducing all accounts on a
disclosed basis to the Settioment Agency
shall maintain net worth of Rs 1 miliion.
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A Member carrying customer or propristary
accounts and settling axchange transactions
shall at all times maintain minimum net capital
equal 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 supject
to adjustment by the Exacutive Committee
as experience with this requirement Is
gained.

The term net capital means the net worth of

ths Member adjusted by

a) adding or deducting unrsalized profits or
lossas with all long or short sscurity
positions inarked %0 thair market vaiue,

b) excluding liabiiities subordinated pursuant
to a satisfactornr subnrdination
agresment approved by thi Exchange,

c) deducting fixed assets ans other assets
not readily convertib!» (o cash such as
real estate, furniture and fixtures,
exchange fess not amortized; prepaic
items, goodwiil; unsecured or partially
secured advances, [oans, customer and
other accounts; fixed bank accounts not
callable (usable) within 10 business
days, assets doubtful of collaction.

d) deducting the market value of all short
security differences unresolved 14 days
after discovery, and the market value of
any long socurities 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
market value of any security issued or
tjuaranteed by the government of Sri
-anka, 30% of the market value of any
listed security up to the quantity which is
readily marketable at a 10% discount,
and 100% for all other securities (Lesser
deductions will be aliowed for sacurities
acceptad as adequate coliateral by a
bank at the percentage loaned by the
bank, or where a ready market on a
foreign Exchange and currency
convertibility can be deamonstrated),

f) deducting the amount of cash required in
each carried or guaranteed account of a
customer, employoe or registered
representative needed to meest the
maintenance requirement of the
Exchange for credit extension accounts
and outstanding five business days or
more.

P702, Capital, Aggregate
Indebtedness Formula - Add the
following:

1. Amount of customers’ monay baiances
required to be heid in separats bank
accounts.

2. Moneys borrowed coliateralized by
customer securities.

3. Contract vaiues of customer securitiss
purchased by open exchange contract and
funds not yet received from buying
customsr or securities not raeceivad in good
delivery form from selling customar.

4. Moneys payable against customer
sscurities loaned.

S. Market vaiue of stock dividends, splits
and similar distributions receivable
outstanding more than 30 days.

6. Market value of sacurities in transfer more
than 40 caler.dar 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 reflacted in any
bank balances.

P705, Capital, Subordinated - Loans
of tc a Membse ¢ may be subordinated to the
claims of all creditors through a form supplied
by the Exchange of an agreement for cash
or sacured demand note collateralized by
sacurities, 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 exceed
70% of 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 datermines tc be
in the public interest or for the protecticn 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 forrn
acceptable to and filed with the Exchange
and shown separately in financial statements
and similar documents.

NYSE forms of subordination are avaliable
for adaptation to the law of Sri Lanka.

P706, Capital Withdrawal - No equity
capital may be withdrawn by action of a
stockhoider or through payment of
dividends or other distribution, nor may any
loan be made to a stockholder or employee
or registered representative Ii, after giving
effect thareto and to any other such
withdrawals, advances, loans, and &ny
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 shaii
forthwith notify the Exchange ff its net capital
after deduction of all capital withdrawals
incluaing maturities, if any, scheduled during
the next six months fails below 150% of that
required by Rule.

P708, Special Capitai Requirement -
The Exchangs 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 -The
exchange may restrict growth of business or
require business reduction by a member
whose not capital is |ess than 150% 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 whu:se records of
customer accounts and securlties
transactions are materiailly deficiant In
accuracy and currency.

P710, Loan and Advance Restriction
- No drawing, unsecured or partially sacured
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
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requirement or the deduction of capital
withdrawals including maturities scheduled
during the next six months would so result,
or the Exchange restricts the member
organization.

Except with the prior written apprrval of the
Exchange, a Mambser which has o1 tstanding
any such obligations by such paities shall
forthwith reduce or oiiminats such
obligations from such borrowers or
otherwise ~estore its net capital to the polint
where It Is le2s than 150% of its capital
requirement under P355 or the deduction of
capital withdrawais including maturities
scheaduled during the next six morths would
80 result, or the Exchange restricts the
membar organization,

P711, Capital Financing
Arrangements - Nc Member shall
consummate a sale or financing arrangement
intended to Improve is capital computation
before submitting related documentation to
the Exchange for approval. Such svents
include sale and lsasebacks of any assets,
sale or factoring or financing of unsacured
accounts receivable, loans by a bank upon
collateral otherwise deemed not readily
markotable, etc.

802. SECURITY DEPOSIT

Act Schedule Part Il (section 18) (e)
- Security Deposit - Security
Requirement for Member brokers and
dealers - 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 carriad on by
such applicant or an equivalent in bank
guarantee with a stock exchange licensad
under the provisions of thi- Act.

Act Schedule Part [l {(saction 18) (d) Security
Reaquirement for individual stock brokers or
dealers - the app!icant 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 equivaient in bank
guarantee with a stock exchange licensed
under this Act; and



SC Rules 90 3 - Security Deposit
Proot - 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 guarantse has
been lodged with such stock exchange by
every stockbroker or stock dealsr who is a
member of such stock exchangs.

CSE Article 18(l) - Security Deposit -
Every member shall furnish sacurity of the
nature hersinafter specified for the payment
of any monies which may at any time In the
opinion of the Committes be or bacome 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 otharwise 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 Exchangs or to any other member or
members shall be final and conclusive as
beiween such mernber and his surety and
the sureties on the one hand and the
exchange and such other member or
members on the other hand.

(i) 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 Exscutive Committee.

(b) Rupees One Million (Rs. 1,000,000/-) by
any othier member admitted after such date
as may be determined by the Executive
Committee. Provided that any company
which is admitted as an associate member of
the Exchange after the date referred to in
Article 18 (ii) {a) shall ba liable to furnish
security initially in a sum of Rupeas 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/-)

(a) Govemnment Securities of a market value
equivalent to the amount of the security to
be furnished and such sacurities shall be
transferred in and registered in the name of
tha Exchange.

(b) A guarantes from a Bank for the
appropriate amount In such form as the
Exchange shall require and shall renew the
guarantee from time to time.

(v) Where a member has furnished as
security Government Securities, such
mambsar shall if the market vaius of such
securities fall below the value for which
sacurities 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 Sacuritiss 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 exchangse
the larger of the amount required by either
(A) or (B) following:

(A) Such amount as required by Section 17,
Part li(e) and Section 18, Part I1i(d) pf the
Securities Council Act No. 36 of 1987 and
Section 18(ii) of the Articles of Assaciation 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 tota! value of buy and sell side
contracts, saparately included, executed on
the exchange to buy or sell sacurities.

(B) 5% of the second highest total value of
open buy and sell side contracts, separately
included, 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 cn the fifth business day of
the next month. The 5% figure shalil be
subject to adjustment by the Executive
Committee as experience with this

inad
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provisions of Article 18 (ii) shall be either:
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Any guarantee from a bank deposited as
such sacurity in a form required by the
Exchange shall not satisty the security
deposit requirament when it has loss than
two months to expiration or extended
expiration, but shall not ba withdrawable until
its termination date.

Any bank guarantes qualifying as a security
deposit shali ba 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 customasr
securities shall be acceptabls.

(The pressnt form of guarantee required by
the exchange shall be amended to: a)
provide that the bank has no right cf set off
against membar assets it may hold other
than those speclfically pledged, b)
subordinate claims of the guarartesing bank
to all claims of customers.)

The priorities for uss of any calied security
deposit shall be to satisfy (a) net iossas if any
on close out of opan exchange contracts,
(b) debts to the exchange, (c) unsatistied
obligations to customers, in that order. If a
failing member's security deposit is
insufficlent tc satisfy nat losses in any close
out of open exchange contracts, then the
balance of net losses on close outs shall be
charged to othsr mambers pro-rata to their
then required security fund deposit. When
the Central Dapository Systam becomes
operational, the exchange shall agres by
contract with the Depository that the sacurity
deposits held by the sxchange will be
collateral for losses on ciose 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 ona or more accounts
separate from their own operating accounts
into which they shall pay :
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(1) all 2mounts (less commissions and other
proper charges) that are recaived from any
client for the purchase of securities and that
are not attributable to securities delivered to
the member not |ater than the next bank
business day following the day on which
such amounts were received; ard

(2) all amounts (iess any commission anc
othar proper charges) that are received for
the count of any cllent from tha sals of
ascu -irs and that are not paid tc that client
o7 2. .4t client directs not |ater than the next
bank business day following the day on
which they were received.

(b) All amounts recelved required by (a)
above to be paid into a separate acccunt
shall be retainad in such account until :

(1) such amount Is paid to , as directad in
writing by the person entitied 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 211, Separate Bank
Accounts -~ Each Member carrying
customer accounts shall maintain with a bank
or banks "Special Ressrve Bank Account for
the Exclusive Benefit of Customers” and
shall at all times maintain in such accounts
cash or qualified sacurities totalling the cash
held without lien for customers less such
customer cash usaed to finance other
customer’s fully secured debt in respect to
se.curities transacticns.

“Qualified securities” means Srl Lankan
government sscurities with a market valus at
least 105% of the sum they represen: 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
settiement of open contracts or payable to or
withdrawable by customsrs for any reason.
‘Other customer’'s fully secured debt”
means (a) deblts In customer margin
accounts secured as required In Exchange
rules or such higher requirement as normailly
required by the member carrying an account,
(b) for a maximum psriod of threo days after



settlement date, the conffuct alde> of-c"

securities purchasss ssttied by the member
but not yet paid hy the purchaser, but
excluding from both (a) and (b) debits of any
customer whose securities are pledged
directly or indirectly as security for any bank
loan or otharwise.

Such resarve bank accounts shail be subject
to written contracts with tha holding bank(s)
providing that the cash and/or qualifisd
securities aras held by the bank for the
exciusive benefit of customers of the
depositing entity and shall at no time be
used directly or indirectly as a fixed deposit,
security for a loan to, overdraft taciiity 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 through the bank. The titie of the
account in the racords of the bank shall
indicate that it Is & ‘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 CUSTOMER 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, Customaer Securities,
Deliveries on Sale - If amember
executes a seli order of a custoner (other
than an order disclosed to execute a sale of
securities which the seller does not own)
and if for any reason v/iatever the Customer
has not deposited the security with the
carrying entity within ten business days after
the settlement date, the Member shall

ksl ateRsthéibaNertiose the transaction
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
hypothecats or arrange for or permit the
continued hypothecation of any securities
carrlad for customers wunder any
circumstances that will permit:

a) the commingling of securities carried for
the account of any customer with
sacurities carried for the account of any
other customer without first obtaining
the written consent of each such
customer to such hypothecation,

b) such securities to be commingled with
securitias carried for all accounts of any
person other than a bona fide customer
of such Membsr 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 eiiminate such
excess are pald or placed In transfer to
pledgees for the purpose of reducing
the liens or claims to which securities
carriad for the azcount of customers are
subjected as promptly as practicable
after such reduction occurs, but before
the lapse of one-half hour after the
commencement of banking hours on
the next banking day at the place where
the largest principal amount of such
loans are payable and in any event
before such entity 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, written 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 thereaftsr maintain physical
possaession or control of all customers fully-
pald sscurities 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 if solsly 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 an
employee or agent shall ba 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 Securlties
Lender at or bafore the time of the loan,
enter Into a written agreement that at a
minimum sets forth in a saparats schedule or
schedulas the basis of compensation for any
ioan and generaily tha rights and liabllities of
the parties as to the borrowed securities,
provides that the Lender will ba 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 Lander on that day w:: collaterai in cash,
governmant bills or note: . or an irrevokable
line of credit issued by a bank which full
sacures the loan of securitias, and that at the
close of each successive business day the
loaned sacurities 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 securitiss are:

a) In the custody or control of the Member, a
custodian bank, or sacurities exchange,
the delivery of which does not require
the payment of money or value, and if
the books and records of the Member
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identify the customers entitied to
receive specified quantiiles or units of
the securities so held for such
customers coliectively,

b) subject of bona fide items of transfer not
oider than 40 calendar days or confirmed
in writing to be In procass by the issuer
or transter agent.

c¢) heid In such other locations as the
Exchange shall upon application find
and designate to be adsquate for the
protection of customer securities.

P723, Short Security Differences -
Buy-in shall be made of short security
differences not resolved within 45 caiendar
days after the date of any required
examination, count, verification and
comparison of sacurities.

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 sacurities required to be in
possession and control actually and not in
such possession and control. (Inactive
credit accounts may be not less than twice
weekly.) Deficiencies In securities in
possassion and control shali be corracted by
ordering if there are sscuritias of the same
issue and class in any of the following non-
control locations: from money borrowed
collateral accounts movemant within two
business days, from securities loaned
movement within five business days, from
sacurities 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 or
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 bouks of accounts and
documents, or such other acceptable
afternative accounting records for a period of
five years -



Consolioatea Sri Lanka Securities Regulations

(a) Minute Books of the meetings of -

(i) Members,

(i) Governing Body,

(iii} Any Standing Committee or Committess
of the Governing Body or of the General
Body of members.

(b) A register of members containing their full
names and addresses. Whers any member
of a stock exchange is a company, the full
names and addresses of all the Directors,
and where any member Is a Partnership, the
full names and addresses of the Partners
shall be shown;

(c) Register of accradited representatives
and authorized assistants;

{d) Record of security deposits and bank
guarantses;

(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
BROKERS

REQUIRED,

CSE Code of Business Conduct 5(c)
- 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 accour®. Discretionary
accounts shall also show the age or
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 Statemsnts to
Customers - Members and the Settlement
Agency shall file with the Exchange and
send to each person specified beslow the
following:

Audited statements within 90 days of the

required annual audit date inciuding

a) a balance sheet with appropriate notes
prepared in accordance with Sri Lankan
generally accepted accounting
principles,

b) a footnota containing a statemant of the
amount of the entity’s net capital and
required net capital computed |In
accordance with Exchange rules and
including summary financial statements
of subsidiaries, consolidated when
material, and the effoct thereof on the
capital required of the entity, and

c) If the Independent accountant
commented on any material
inadequacies, a statement by the
Member that a copy of such report and
comments is currently available for the
customer's inspaction.

Unaudited statements containing the similar
information as of a date six months from the
audit date shall be furnished not later than
65 days after the as of date.

Persons spacified to receive thesas
statements are any person who has a claim
for property or funds which is part of the
capital of the Member or is subordinated to
the c. iims of creditors of the Member, or with
whom the Member has effected a securities
transaction or carried or guaranteed a
securities or money balance during the
month before or aftar 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 hand with appropriate records of
such posting or delivery to its client a
contract note indicating any purchase or sale
of securities executed for the account of the
client.

CSE Code of Business 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, Statemonts
shall set forth, &s of the statament date, the
socurity position and the money balance
carried forward.

CSE Ruie 10. - CSE Member
Racourds - (a) Members shall maintaln
orderly racords in sufficient detall to show
particulars of ;

(1) all monies recsived or paid;

(2) all purchases and sales of securities by
the Member, showing the specific orders
received daily by clients, the name of sach
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 incomse received from commission, and
other sources, and all expenses;

(4) all assets and liabilities including
contingent liabilities;

(5) ali securities held showing for whom the
securitises or the documents of title to the
securities ar~ heid.

{b) Members shali conduct as frequently as
goo business practice requires but no less
than once a month, counts, verifications and
recenciliations of physical scrips in hand or
pledged with financial institutions with scrip
position statements and reconciliation of
shares and and collaterai 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
departmant for verification.
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SC Rules 90 8.(2) - Records
Required, Brokers, Dealers - Every
licensed stockbroker or stock dealer shall
maintain and preserve the following Yooks of
account and documents, or such other
acceptable aternative accounting rezords in

their piace, for a psriod of five yoars -

(a) Register of Transactions - Contract-wvise;
(b) Registsr of Transactions - Company-vise;
(c) Register of Transactions - Client-wise;

(d) Clisnts’ Ladger;

(e) General Ladger;

(f) Cash Book;

(g) Bank Statements and Bank

Reconclliation Account:

(h) Members' contract books, showing
details of all contracts entered into by him
with other members of the same stock
exchange, or counterfolls or duplicates of
memos 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 actior; taken by
the member, if any.

807. AUDITS

SC Rules 90 12. - Audits - (1) In
addition to any other existing requirements
for an audit, every member shall, if directed
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



notice on a member, and it may fix the
remuneration to be paid by the member to
such auditor.

CSE Code of Businass Conduct 12 -
Audit, Annuea! Financial - (a) Membars
shall have an annual audit by an auditor who
shall bs subject to prior Exchange spproval,

(b) Members shall authorize the Auditors, to
furnish or shall obtain and furnish the
certificate to the Exchange and tha
Securities Councli within four months after
the closs of the financial year -

(1) Whether In thu opinion of the auditor, thy
Member’s books of accounts and rscords
are thoss generally kept in a businass of that
nature and appsar 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 Ccuncil and of the Securitias
Cceuncil Act No. 36 of 1987:

(2) whether in the opinion of the Auditor, the
proper books of accounts have bnen
maintainaed by the business/company;

(3) whether the auditor has obtained ail the
necessary information for the proper
conduct of the audit.

(c) The Auditor shall, as authorized by the
mambers, report immediately to the Manager
of the Exchange, where in the performance
of his duties as an Auditor for the member he
becomes aware:

(1) of any matter which in his opinicn 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 the
Securities Council Act No. 36 of 1837 or any
Rules or Reguilations promulgated
thereunder or a criminal offence involving
fraud or dishonesty;

(3) of any irreguiarities whih 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
accounting rystem or internal accounting
controls or procedures for safeguarding
client funds or securities.

P713, Audits, Special - The Exchange
may at any time require any Member or the
Ssttiement Agency to cause an audit to be
made by an independent public accountant
of its accounts In accordancs with
requirements prescribed by the Exchang-.

The annual audit report shall contain a
Statement of Financlal Condition, a
St~tomont of Income, a Statement of
Changss in Stockholder's Equity, and
Statement of Changes In Liabllities
Subordinated to Claims of General Creditors.
Such statements shall be in a format and on
a basis which is consistant with such
statemiants filed monthly with the Exchange.
It a Statement of Financial Condition is not
consolidated, a summary of financial data,
including the assats, llabilities, and net worth
or stockholder's equity shall be included for
subsidiaries not consoildated.

Supporting schedules shall Include for all
Members a computation of required capital,
and for Members carrying accounts and the
Setllement Ajency a computation for
determination of resarve requirements, and
Information relating to the possession and
centrol requirements and shall be filed with
said report. A reconclliation shall be
supplied, including appropriate
explanations, for any differences in the
capitel and reserve computations separately
filed by the Member or Settiement Agency.

P714, Audit Requirements - An audit
shall be conducted by a certified public
accountant who shall be In fact indepsndent
and who shall file an opinion covering the
required statements. Attachad to the report
should be an oath or affirmation by a duly
authorized officer of the Member that the
financial staternents and schedules are true
and correct and that neither the Member nor
any officer or director has any prcprietary
imterest In any account classified solely as
that of a customer. The oath or affirmation
shall be mada before a person duly
authorized to administsr such oaths or
affirmations.

The Exchange will recognize as a certitied
public accountant only persons duly
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registered as such under the iaws of Sri
Lanka and in goocd standing bouth with
accounting professional societiss and the
Exchange.

P715, Audit Objectives - The audit
shall bs mads in accordancs with Sri Lankan
generally accepted auditing standards and
shall include a review of the accounting
system, the internai accounting control and
procedures ‘or safeguarding securities
including appropriats tests theresof for the
period since the prior axamination date. The
audit shall include all procedures necessary
under tha circumstances to snabie the
indeperdant public accountant to express
an opinion on the statement of financial
condition, results or operations, changes in
financial position, the computation of capital,
and, if any, the computation for
determination of required security deposits
and ssparate bank accouits and information
relating to the adequacy of possession of
controi of customer sacurities.

The Scope of audit and review shali be
sufficient to provide reasonabie assurance
of disciosure of any materiai inadequaciss
existing at the examination in the accounting
system, internal accounting controis,
procedures for safeguarding sacuritias, and
the practices and procedurss foillowed by
the Member (and related racords) in making
periodic computations of capitai, 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 and maintaining
physical possession oy control of sacurities
as raquired.

P716, Audit Technical requiroments
- the accountani’'s repori shali be dated,
signed manuaily, indicate the city and other
governmentai jurisdiction where issued, and
identify without detaiied enumeration the
stataments &nd scheduies covered by the
report.

Representations in the audit report shaii
state whether the audit was made in
accordance with Sri Lankan generaily
accepted auditing standards, whether the
accountant reviewsed the procedures
foliowed for safeguarding securitiss, and
designate any auditing procedures deemed
nacessary by the accountant under the
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circumstances of the particular audit which
have been omitted and the reason for the
omission. (Permissive omission is not
impliad of any procedure which
independent gccountants would ordinarily
employ in the course oV an audit made for
the purpose of expressing the required
opinions).

Ooinion of the siccountant shali be clearly
expressed in respact to ths financial
statements and schedules covsred by the
report &nd the accounting principies and
practice refiected thersl: and as to the
consistoncy of application of the accounting
principies, or as to any changes in such
principies which have & matsrial effect on the
financial statements.

Exceptions taken by the accountant shali be
clearly and spaecificaily identified and to the
axtant practicabie the effect of each such
exception on the reiated financial
stataments shali be stated.

Accountant’s material inadequacy findings
shail be filed with the Exchange by the
Member simuitaneously with the
accountant’s suppiamental report on his
review of this arsa since the prior audit,
inciuding corractive action taken or
propossd, or stating that the audit did not
disclosse any matsrial inadequacies.

(Note - With the limitation of exchange
members to brokerage only, It should be
practical to shorten the deadiine date for
audit reports to approximately two months
from audit date.

Audit agreements between each Member
and an independent public accountant in a
form prescribed by the Exchange and dated
no later than December 1 shall be filad with
the Exchange no later than December 10 of
sach year covering the Member's annual
audit for tha following year.

Retention of ali required documents of the
audit and ail pertinent working papers and
memoranda shali be for at ieast thrse years,
and available for review by representatives of
the Exchange at the office of the Member or
the Accountant.

808. REPORTS TO EXCHANGE



CSE Code of Business Conduct 13.
Monthly Reports - (a) Mombers shall
submit to the Exchange and to the
Securities Council by the 21st day of each
month statements of assets and labllities,
nett capital, and aggregate indebtedness as
on the last day of each proceding month In
tha prescribed form.

(b} Members shall adopt such uniform forms
as the Exchange may prescriba to faciiitate
the orderty flow of transactions.

P712, Reports to Exchange -
Members, agents and their employess shall
subinit to the sxchange at such times as may
be designated in such form and within such
time period as may be prescribad such
information as the exchange deems
essential for the ptotection of investors and
the public interest.

Each member shall file monthly with the
exchange 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 shail be audited ard any
adjustments reported to the exchange. The
monthly reports shall be filad not later than
the 15th of the following month. A member
may be required to provide financizl and
operational reports for its affiliated and
subsidiary organizations.

A fee of a significant amount shall be paid for
every day that any raquired report is
overdus, unless a temporary extension is
granted upon application at least thres
business days before the dua cate. Any
report with maierial inadequacies will be
deemed not filad.

809. FIDELITY INSURANCE

P718, Insurance - The Committee may
require Members to maintair such policy or
policies of insurance as the Committer ay
consider desirable and available aguinst
lossus caused by the dishonest acts of
Member personnel and against losses
caused by handling stolen and forged
documznts of title or securities or other

defective instruments, proiding such
insurance is available.

810. COMPENSATION FUND

Act 3= - Compensation Fund - (1)
There shali be established a Fund called the
Compensation Fund, for the purpose of
granting compoansation to any investor who
suffers pecunlary loss resulting from the
fellure of a licenssd stock brokar or licensed
stock dealer to meet his contractual
obligations.

(2) The Compansation Fund shall coisist of
such sums of moneys as may be voted upon
by Parliament for the purposes of the Fund.

(3) Moneys belonging to the Compansation
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 membars of the Council, three members
who shall comprise the Compensation
Committee (hereinafter refarred to as the
“‘Committee*) of the Council.

(2) The Committee appointed under
subsection (1) shall be respornsible 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 shali for all purposes be final and
conclusive.

Act 40. - Componsation Claim
Application - (1) Any investor who has
sufferad pecuniary loss due to the failure of
a iicensed stock broker or a licensed stock
dealer to mest his contractual obiigation
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 the
Compensation Fund.

(2) The Committee may from tims to time,
require an applicant to produce any
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document or other avidence in support of
his claim for compensation. Where the
applicant fails to comply with such request,
the Committee may disaliow his claim.

(3) It at any time the Committes considers 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 spacified in the notice.
Where the applicant falls to appear for such
inquiry on the dats set out In the notice the
Committee may disallow his claim.

Act 41. Componsation Claim
Decisions - (1) The Committes may, after
examination of the documents and other
evidence produced in support of the claim
by an applicant, or in any case where an
inquity was held on the conclusion oi such
inquiry, allow or disallow sucti claim for
compensation.

(2) Where the Committee allows any claim It
shall make an assessment of the amount of
compensation payable and shali make an
award in relation thereto. Notice of such
award shall be given in writing to the
applicant.

(3) The Councii shall make rules relating to
the assessment of compensation payable
and the asssssment of compensation by the
Committes under subsaction (2) shall be in
accordance with such ruies.

811. COMPENSATION FUND
PROPOSED AMENDMENTS

Present law and rules in plain text.
Proposed deletions in [italics], proposed
new material underlinad.

Proposed Changes in Securitias
Councii Act 36 of 1987

PAct 13 - Delete "For the purpose of
camrying ¢. % its objects’

Rewrite 13g - To adopt such rulies, issue

such orders and directions and make such

decisions : 5 it may deem appropriate and in
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the puyblic interest for the purposes of
defining, claritying, interpreting,
adminigtering and enforcing this law or any
provision of this law, or of the objects,

f the Council
wever

establishad by this law, provided however,
that before adooting any rule, the Council
shall publish the proposed rule and accept
and consiger timely comment from
Interasted parties,

PAct 23 - Whers a licanaad stock broker or
a licensed stock dealer:
) dies,
11) resigns or is expelled from the
membership of a licansed stock
exchange,
lii) or bacomes Incapatie of carrying
on the business of such stock broker
or stock dealer by reason of iliness or
due to any other causs,
lv) or the license granted to such
stock broker or stock deaier is
cancelled,
v) or whenever a licensed stock
broker or stock dealer reports to an

Exchange or the Sacurities Council
that it is, falling to perform its

hange col insolvent, or is
in_such financial or operating
condition that it cannot be permitted
to do business as a Member of tho
Exchange with safety to investors,
creditors, other Members and the
Exchangs, or when an Exchange or
the Securities Council so finds,

the Council shall direct the licensed
stock exchange of which such stock
broker or stock dealer was or is a
membar 1o take over all investor

uritie (-} ignated tank
accounts, and all records related to
such investor property and ralated

d e for ons or
more other (another 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-7 oi
stock dealer and investor securitias

and moneys heid by such stock
broker together with all related
records. Such recsiving stock broker
shall by this law b assigned all rights




Banks holding customer designated
accounts and companies for transfar
purposes shall accept instructions of
the E:change and its designated
member_agents in respect to such

customer proparty.

Any _Liquidator in Bankruptey in control of

Any _Llquidator in Bankruptey in control of
any such stock broker or stock dealer shall
on order of tha Securities Council deliver

ro identifiad as customer pro and

related records to the directed Exchange for
suck processing, distribution and possible
Compensation Fund assistance.

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 sacurit'as, resulting from
the failure of a licensed stock broker or
licensud stock dealer to meet his contractual
obligations.

(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 shail sesk to build
the Compensation Fund to a minimum size

of Rs 10 million, and shalil periodically review

and changse such minimum size objective
reflecting change in_size of the securities
industry, its regquiation and operating
practices which would tend to increase or
decrease risk to the Compensation Fund.
Any assignments of qovernment taxes o:
assessments of stock brokers and dealers

(3) Moneys bslonging 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 shali appoint
from among the members of the Council,
three members who shali comprisd the
Compensation Committee (hereinafter
refarred to as the "Committes”) 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 or any other pscuniary loss to

Qr any other_pecuniary loss to
any other investor which is established to
the satisfaction of the Committee from the
records of the licensed stock brok.r or

ock dealor, and the decision of

lice

such committee_on any such assessment or
award shall {for all purposes] ba tinal and
conclusive for the purpose of this Act.

The Committes may also authorize
expenditures from the fund for releasing
customer securities which may be held as
collateral by any lender, for purchasing
securities to restors customer se:urities
found missing, for the work involved in

completing transactions, transfers and
deliveries for and to investors from a

defaulting stock broker ar dealer, and for any
legal and accounting expenses related

thereto. The Compensation Fund by this

law shall have a claim against the defaulting

broker or dealer for any such exnenses paid
with the same priority as tha cost and

expense of administration of the bankruptcy,
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3

for a margin _loan. and
rah th \ T
with a benk or other lender, such bank or
other lender shell be staved by this law from
liquidating guch securities against
indebtedn

whole cr

of such securities (valued at the date that

{3) In instances in which a defaylting broker
Is holding cystomer secuyrities as collateral
has

pro rata to sych part payment to total
indebtedness at the seizure date, Upon
approved liquidation of any such security,

the lender shall release as directed by the
designated exchange the excess of

proceeds of saie or securities not solid.

PAct 40- (1) Any investor who has
suffered pecuniary ioss due to the failure of
a licensed stock broker or a iicensad stock
dealer to meet his contractuai obiigations
towards such investor may, within three
months ot the data on which he suffered
such pecuniary ioss, make an appiication to
the Committee in the prescribed form
claiming compensation from the
Compsnsation Fund.

(2) The Committes may from time to time,
require an applicant to produce any
document or other uvidence in support of
his claim for compensation. Where the
applicant faiis to comply with such request,
the Committee may disaliow his claim.

(2) If at any time the Committee considers it
necessary to do so, it may hoid an inquiry
into the ciaim of the appiicant and shail by
notice in writing, inform the appiicant to be
present on such date, and at such time and
piace as may be specifiad in the notice.
Where the appiicant fails to appear for such
inquiry on the date sat out in the notice, the
Committee may disaliow his ciaim.

PAct 41- (1) The Committes may after
examination of the documents and other
evidence produced in support of the claim
by an appiicant, or in any case where an
inquiry was helid on the conclusion of such
Inquiry, aiiow or disaliow such ciaim for
compensation.
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(2) Where the Commiltice aliows any claim it
shall make an assessment of the amount of
compsnsation payable and shall make an
award in reiation thereto. Notice of such
award shall be given In writing to the
applicant. The Compensation Fynd shail by
this law succeed to and be subrogated to
the claims of anv investors against the
dofaulting stock broker or stock dealer to the

t h IIl_be

recognized by the bankruptcy liguidator and
Magistrate.

(3) The Council shall make rules relating to

Sactions 23, 38,3940 AND 41 of this Act

as_amended) for t ection of
invastors und safoguar and dgistribution
of property of investors, (b) the minimum
size_objective of ths fun sthod
and amount of ment of ii
brokers and licensed stock dealers to
supplement the fund, (¢c) the assassment of
compensation payabie and the asssssment
of compensation by the Committes under
subsaction (2) shall be in accordance with
such ruies.

Proposed Securities Council Rules

PSC Rule 28 - Administration of the
Compensation Fund

(a) The Securities Council may direct an
xchange to take over the customer
property held by a iicansad stock broker or

licensed stock dealer and related records or

rec ch from idator in bankru

11 that such ent 1) is insolvent or is

unabie to maet bligation s the
i) is the sub f a pr ding in

any court in which a receiver, trustes, or
liqui r for such entity is proposed or
appointed, {iii) is not in compliance with the
rules of the Securities Councii or any stock
exchange of which such entity is a member
pertaining to financiai responsibiiity or
custody of customer property, (iv) is unabie
to make such computation as may be




Compensation Fund Committes shall (1) mail
to each person indicated on the records of
such broker as a customer with an open
mmmmmnmm
Mmmw
for completion of contracts and (2) mail to
Mmmmnmgmm
mwmmtduﬂmmmm
and_publish ners

instructions for making a claim of very of
any pro held by such broker and fixi
time limit for submission of such claims.

(c) “Pecuniary lossdue to the fallure of a

curities shall be added to the customer
claims for money accepted by the
ommittae as valid. Tha monevs in bank

accounts identified as customer funds or

otherwise identifiable as customer funds

licensed stock broker or licensed stock
dealer to meet his contractual obli ation”
toward an investor shall be recognized b
the Committee only in the case of such
broker or dealer being in liguidation and

unable to deliver to investors socurities

and/or_cash held in respect of such

mvestor’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 claim
shall _be satistied while subject to to
disputepenqu resolution by arbitration or

shall be distributed pro-rata to _customers

with such claims for money or missing
sacurities,

The ininimum priority assistance (subjact

{e) The iainimum priority assistance (subjact
to_Fund resources) to_be provided to each
customer by the Compensation Fund is that
amount by which returns as provided in the
prior paragraph are less than a total of up to

R f such customer propert

recognized by the Committee as valid claims

of such customer at the saizure date.

The_Committes may at its sole discretion
provide more than this priority assistance

litigation. Loss due to change in market

value of securities either before or after the

consistently to all customers of a defauiting
broker giving consideration to the size and

Securities Council orders delivary of
customer property of a defautter 1o another
entity _shall not be racognized by the
Committee which for ail purposas shall

recognize security value 2s _being the market
value at the date of any such order to deliver,

{d) The customer property taken over from a
defauiting broker shall be distributad as
follows: i) any security in a customer's r's name
or in transfer clearly identifiable as belonging
to a particular customer and fully paid (or after
payment of arv_indebtedness by such
customer), shall be_delivered to such
customer.

rats of income of and histor’ of expenditures
from the Compensation Fund.

Ary claims for sascurities approved by the

Committee for assistance to investors shali
ba_returned in such securitiss uniess the
Committee determines that such sacurities
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 Committes shall

disa.low any claim for assistance from an
investor who is a Director Principal Officer,
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controlling person or more than 5% owner of

a defaulting broker or other parson found a
cau |

im t i f F

o distribtl j

of customar monigs shall bo made to such
persong withoyt formal proot of claim
accept yl f
any, or oth
IQ)._LM_d_ms_mlsguLn_mm
otherwi

clearing fuggg of an Exchange or its
affiliates, may claim assistance of the Fund
on showing that such debits were incurred

n
iractly i 1

own lIdentified customers. Otherwise

r ouncil not to
exceoed 0.5% of thelr gross income from the

iti ouncil

(k) The Securities Councli shall prepare an

licensed stock brokers and licensed stock
dealers owed securitias or cash in their
capacity as such by a defaultsr shall be
ineligible for assistanca from the Fund.

h) A customer who holds accounts in
separate capacities shall be deemed to be a
differeit customer in each capacity. More

than one account for the same beneficial
interest snali be combined.

{i) If an Exchange reports to the Securitias
Council that a_member is sxperiencing

tinancial or operating difficuity and such
member undertakes to liquidate or reducs its
businass either pursuant to the direction of
the Exchange or voluntarily, the Exchange
may rander such assistance or ovarsight of
such member as it considers appropriate to
protect the_interasts of customers of such
member. The assistance or oversight by the
Exchange shall not be deemed the
assumption or adoption by the Exchange of
any obligation or liability to customers, other
creditors, shareholders or partners of the
member, and shall not prevent or act as a bar

to any action of the Securities Council or
Compensation Fund.

(i) Upon a future finding by the Securities
Council that licensed stock brokers and
licensed stock dealers qanerally are
reasonably profitable, sach such entity shall

assist in_eotablishing or_restoring the

Compensation Fund to such optimal size as

has been detetmined by the Securities

Council by paying such sums as may be
130

annual report to the Minister and the public

isclosing th ompensation Fund's

financial statemants as most recently audited

th i an ated b
footnotes, with an_educational level
explanation of the purposes and functions
of ths fund, lts principal practices and

olic ustomer a tan

mesﬁ\_@_ﬂms_lgimugm&_tum
five years, and summaries of assistance
given during that period to customers of
defaulted firms.

Proposed Colombo Securities

ch ules

PCSE Art 18 (i) - L'very member shall
furnish security of the ~=ture hereinafter
specified for the payment of any monies
which may at any time in the opinion of the
Ccmmittee be or become dus by such
member to [the Exchange or] any other
member of members of the Exchange for

the_completion of Exchange contracts [or
clisnt 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
sither in Law or in nccordance 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
mambers on the other hand.



Any remainder of such security deposited by
a registered socyrities broker not used for
completion of Exchange contracts, by
reagon of such broker being restricted from

executing transactions except as broker for

customers, Is defined as customer igentified

property available to decrease sny
ficlency | g 2

f r

customer pr

defaulting broker ypon order of the
Securities Councll pursuant to Secyrities

$211]

PCSE Art 22 (ii) - [A membor who falls to
meat his obligations to othar members or
who is unable to tulfill his engagements to
members or his cllents may be declared b Yy
the Committee (whose decislon shall be final
and conclusive) to be a defaulter and upon
such declaration being made such membar
shall cease to be & member of the Exchange
and notlce of such cessation shall bs
published In such onoe or more of the local
newspapers as the Committes shall
determins. A member daclared a dsfauiter
shall not be readmitted or adnm:itted to
mambership save after the Committes shall
have been satistied that the member so
declared a defaulter as paid and dischargad
in full his obligations and angagements to
other members and to his clients.)

Whenever a_member fails to perform its
contracts, becomes insolvent, or is in such

financial or operating difficutty that it cannot

be permitted to continue to do business as a
member with safety to investors, creditors,
other membsers and the Exchange, such
member shall promptly give written notics to
the Exchange. Upon such notlce, or upon
an Exchange or Securities Council finding
that such condition exists. the Exchange
shall summarily suspend such meniber witn
notice to the Exchange and the public. The
Exchange shall also take any feasibla step to
place tha customer property and records
held by the suspended member under
independent control; either by contract
betwsen_the Cxchange and ¢the expelled
member, by action of any Securities Council
Act or Securities Council rule so providing or

by reference to a competent Magistrate on

for

consideration of bankruptey,

PCSE Art - n the Exchan

22A - Whenever the Exchange
Is directed by the Securities Council to take
Qver, or recelve, customer broperty and
rolates r r pu
order, or when z u

r_sy
customers to the extent recsived or restored
by assistance from the Compansation Fund

property to

of the Securities Council. Members so
assigned shall perform such functions
without charge as a contribution to tha
Compensation Fund.

PCSE Art 228 - Whenaver a member
alls to perform it ntract come
insolven i uch financial or

operational condition that k cannot continue

to do business as a member with safety to
investors, creditors, other members and the

exchange, such member shail promptly give
notice to the Exchange, or if the Exchange
or the Securities (“ouncil without such notice

so finds, the men.ver shall promptly give up
possession and control to the Exchange or
such agents and other members as the
Exchange may designate of ali customer
securities and moneys held in its possession
and contro| together with all related records

and rights.

PCSE__Code 11- Add to Rule 11

{Separate Bank Accounts) the following:

{c) Such eustomer bank accounts shall be
subject to written contracts with the holding
bank(s) providing that the moneys and
values are held 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 tha 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 through the bank.
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PCS f

t){(4) whether he f in t

customar bank accounts required :nder
Rule 11 written contracts as required by
paragraph (c) of such rule,

P2 ix A1 - Claim F

Secyrities Council of St Lanka
(a government agency)
2nd Floor, Mackinnons Building
York Street, Colombo 2

Inasmuch as

has defaulted on certain commitments to
customers and other registered stock
brokers and has besn 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 complation 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
cr 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 santence.

The processing firm will review the accuracy
of your claim from related documentation
you attach and the records of the defauiting
firm.

Then, to the extent that the sacurities you
claim have bteen taken over from ths
defaulting firm, transfer to your name will be
completed, if needed, and the securities
delivared to you.

If any of your securities are not found in
proparty taken over, your claim for these
securities will be valued at the date the
Securities Council ordered take over . Such
vaiue wili bs added to any claim you may
have for money. Simultaneously, the
Exchange will be valuing any customer
sacurities found at tha firm not !dantified as
belonging to a particular cuztomer 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 thesa general
customer values pro rata to his otherwise
unsatisfied claim.

Any customesr with total values at the
defaulting firm of Rs30,000 or less who
through the above procedures has not
receivad his full approved claim will be
restored the missing amount from the
Securlties Council Compensation Fund,
providing that sufficient funds are available in
the Fund. Any customer with values above
Rs 30,000 will bes promptly restored up to
that amount if not otherwise raceived - 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 of Security (Number of Shares,

or Delivery Date _Face Amou onds
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 to
margined 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 deliver
collateral for this indebtedness to a substitute financial lender against payment of this
indebtedness.

3. The undersigned submits copies of the following related documents. Also following
or attached is an explanation of any difference between the position ciaimed 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?

¢. 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 with 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.

8. Please enter the full name, address and telephone number of anyone 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: Signature

Date: Signature

(If ownership of account is shared, all must sign above. Give each owners name,
address, and telephone number and extent of ownership on a signed separate sheet. If
other than a persoral 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 RECE!PT
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 will

be satisfied unless actually received by the assigned Member before the

close of business on that date.

Chapter Nine - Discipline

901. DISCIPLINARY BASES &
PENALTIES

Act 30(3) - Penalty, Unlicensed
Operation - Any body corporate or an
individuai who contravenes the provisions of
subsection (1) or (2) [of Section 30 on
unlicensed use of name or doing husiness
as a stock exchange, stock broker or stock
dealer], shall be guifty of an offence under
this Act and shall on conviction be liable to a
fine not exceeding one million rupees.

Act 26. - Penalty, Faise Information -
A person who, in connection with an
application or appeal made under this Act,
willfully makes a false or micleading
statement or willfully omits or fails to report
any matter or thing without which the
application is misieading in a material
respect, shall be guiity of an offence under
this Act, and shall be liable on conviction to a
fine not exceeding one million rupees.

Act 51. - Panalities, 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
uritrue or incorrect; or

(c) willfully obstructs any member of the
Council or an officer or servant of the Council
in the parformance of his duties under the
provisions of this Act,

shall be guitty of an offence under this Act.

{2) Any person who is found guilty =$ an
offence under this Act for which no penaity

Is axpressly provided for under this Act, shall
liable on conviction after summary trial by a
Magistrate, to a sentence of impriscnment of
elther description for a period not exceading
five years or to a fine not exceading ten
million rupees or to both such imprisonment
and fine.

CSE Article 22 - Penalty, Default - (i)
If any mamber tails or neglects to pay his or
their subscriptions or any monies due from
him or them to the Exchange within one
month from the time that same shall bscome
due, it shall be lawful for the Secretary to
advise members by circular of the names of
such deafaulters and if afier 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 that his or their names be struck off
the list of members and he or they shall
thersupon cease to be members of the
Exchange.

(i) A member who fails to meet his
obligations to other members or who is
unabls to fulfill his engagements to
members or {0 his clients may be declared by
the Committes (whose decision shall be final
and conciusiva) to be 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 the Committee shall
determine. A member declared a defaulter
shall not be re-admitted or admitted to
membership save after Committee shall have
been satisfied that the member so declared
a defaulter has paid and discharged in full his
obligations and engagements to other
members and to his clients.

CSE Article 23. - Expuision Causes -
The Committes shail 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
standard t» the members of the Exchange
for the Uine being in force, or

(2) That any member has wilifully transacted
business in shares with any parson who has
been expeiled 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 wiilful misrepresantation or by the
supprassion of any material information as to
his character and antecedents by himself or
his proposer or seconder, or

(5) That any member has violated the Articles
of 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 tha
Exchange, or

(8) That any member has shielded or
assisted or omitted to report, or dealt with
any member whom he has known that have
actad 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 saven (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.
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CSE Article 24. - Expulsion,
Resignation Alternative -
Notwithstanding anything contained in the
last preceding Article, the Committes may in
any of the casas therein mentionad, instsad
of exercising the powers of expulsion
aforesaid call upon the offending member by
written notice to resign, and If within seven
days from the date of such notice, such
member sheall not resign, they may then
proceed to expel him subject to the
provisions in the last praceding Article.

CSE Trading Rule 10.4 - Penality,
Late Delivery ¢f Documents
Documents delivered to the Clearing House
later than the settiement 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 &
Penaities - '* a Member, employees,
registered repre.itetive, or approved
person is adjudged guilty by a Hearing Panel
in & proceeding pursuant to this rule of any
of the following orfensas, tha Hearing Panel
may Impose on such party expulsion;
suspension; limitation as to activities,
functions and operations; fine; censure;
suspension or bar from being associated
with any Member; cr any other fitting
sanction, any of which may be remitted or
reduced by the Panel on such terms and
conditions as it daems fair and equitable.
Offensas are: ’
a) violating any provision of a governmental
securities law or regulation, any
agreement with the Exchange, or any
rula of the Exchange,

b) making a material misstatement to the
Exchange,

c) fraud or fraudulent acts,

d) conduct or procseding inconsistent with
just and equitable principles of trade,

e) acts detrimental to the intersst 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 the
sxecution of which wouid Invoive no
change of ownership (a wash sais) or
executing or tranismitting any such order
with knowledge of its character,



g) making any purchases or sales or offes of
purchases or sale of sacurities for the
purpose of upsetting the equilibrium of
ths market or bringing about a condition
in which prices do not fairly reflect market
vaiues or assisting in making such
transactions with knowisdge of such
purposs, or being with such knowledge
& party to or assisting in carrying out any
plar or scheme for the making of such
transacticrs.

h) having made a misstatement or omission
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 requast
of the Exchange to submit books and
records subject to accass 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
onission of such Member as for his own
fersonal act cr omission.

P801, Access Prohibition - Except as
hereafter provided, the Exchange shall not
prohibit u> limit any qualified person from
access to sarvices offered by the Exchange
or any Me:iber without prior written
notification with spacitic grounds and 15
days opportunity to be heard thersupon.

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 permittad to continue to do
business as a Member with safety to
investors, creditors, cther Members, or the
Exchange.

The Exchange may summarily limit or prohibit
any person from access to services offered
by the Exchange or any Membar if the
Exchange determines that such parson
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, Membars,
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 thosa grounds.

Whensver a Mamber fails to perform its
contracts, becomes insolvent, or is in suct:
financial cr operating dificulty that it cannot
be permitted to continua to do business as a
Member with safety to investors, craditors,
other Membaers anc the Exchange, such
Member shail prom:Gy give writter: notics to
the Exchange.

A party who does not pay any fine within 45
days afisr payabie may after written notice be
summarily suspended from association in
any capacity with a Member.

902. DISCIPLINARY PROCESS

Act 21 - Licanse Cancellation - (1)
The Council shall cancel or suspend the
license granted to a stock broker or a stock
dealer, whera the Council is satisfied that-

(a) the stock broker or stock dealer has acted
in breach of any provisions of this Act, or any
rules or regulations made under this Act: or
(b) the stock broker or stock dealer has
ceased tc be of ¢ ~od financial standing; or
(c) the stock broker or stock dealer has since
the grant of the license been disqualified for
the grant of such iicense: or

(d) the stock broker or stock dealer Is guilty
of malpractice or irregularity in the
management of his affairs.

(2) Before the canceliation of a license
granted to a stock broker or a stock dealer in
terms of the preceding subsection such
stock broker or stock dsaler, as the case may
be, 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, it shall be
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
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to head and determine compiaints of
sharsholders of any public company listed in
a licensad stock exchange, relating to the
professional conduct or activities of such
stock axchange, any licensed stock broker,
or stock dealer of such exchange.

(2) The Committee may, on receipt of any
writteri complaint made by any sharahoidar,
examine the documents and othar evidence
produced, if an, in support of such
compiaini, and determine whether such
licensed stock exchange or any licensed
stock broker or stock dealsr of such stock
exchange has vioiated any provisions of this
Act or any ruie or reguiation made under this
Act. No such determination shall be made
without affording such licensed stock
exchange, licensed stock dealer, or stock
broker, an opportunity of baing heard.

(3) Where the Committes 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 ruie or reguiation made under this
Act, the Committee shali recommend to the
Councli the nature of action to bs 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 councii 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 resuit of an inquiry into a
complaint by the shareholders of any pubiic
company listed in a stock axchange, or by
persons whc have contractad to buy or sell
shares, reiating to the profassionai conduct
or activities of & stockbroker or stock dealer
who is a8 member of such stock exchange,
under saction 46 of the Act, the Council
after consultation with the stock exchange,
may direct the Governing Body of the stock
exchange to take such disciplinary action
against the offending membar. Such
discipiinary action shall inciude a fine not
exceeding, expulsion, suspension, for a
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period not exceeding
accordance with the rules or bye-luws of the
stock exchange concerned. The Governing
Body shali give effect to the directions of the
Counclil In this behalf, and shall not in any
manner vary, revoks or modify the action
taken in pursusnce of such direction without
the prior approval of the Council. The
Council may, howaver, either on its own
motion or on the representations of the
membars concerned, modify or withdraw its
directions to the Governing Body. in the
alternative, the Council may take direct,
appropriate discipiinary action against such
offending stockbrokar or stock dsaler, under
ths provisions of tha Act.

CSE Article 52 - Disciplinary
Procedure - 1. These bye-laws shall be
callad °“the disciplinary bye-iaws of the
Exchange”, No 1 of 1987.

2. Whenever the Committee receives
information, allegations or compiaints which
disciose that any member of the Exchange
may have committed any of the acts sat out
in Articie 23 of tha Articies of Association, it
shail be iawfui for the Committse to refer
such information, ailegations or compiaints
or any issues arising therefrom for
investigation and report by an independent
person (hereinafter called tha “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
misbehavior or physical or mental incapacity.

3. The Inquirer shail investiyate and report
his findings to the Committee.

4, The inquirer shall: -

(a) notify the member concerned of the
information, aliegations or compiaints or
issues which are the subject matter of the
Investigations:

(b) Such membar shaii thereafter be caiied
upon to furnish an explanation, if any, in
reply to such information, aiiegations,
complaints or issues within 10 days of the
receipt of a notice to do so. Such
explanation shouid not merely plead 'not
guiity’ to the ailegations or compiaints or



merely deny the truth thereof but must set
out in detail (with documentery evidence it
any) the facts and data relisd 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 inguiry, where, all
the evidence availabie against the member
shall be presented. The member concemed
will be entitled to test such evidence by
cross-examination.

(d} In the svent of no explanation being
afforded by such member within the period
of 10 days or within such extended period as
the inquirer may grant, all available evidence
against such member shall be recorded and
a finding shalil 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 shouid be given
at least 7 clear days' notice of the meeting of
the Committee at which the question of the
expulsion is to be datermined.

(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 quastion of the expuision is to
determined.

(8) At the special meeting of the Cornmittees
the raport of the Inquirer to gather with the
notes of evidence and documentary
evidence and arguments placed before him
shail be tabled. The member shall thereafter
be entitied to be heard in respect of the
report and in respect of explaining his
conduct. After the member has been
afforded such opportunity the Committes
shall, in his abssnce, datermine whether
such member shall be expelled from tha

Exchange or not.

(3) The Committee in the event of its
deciding to expel the membar concerned
shall notify such member in writing cf its
decision and such notice shall be signed by
the Chairman of the Committae.

(10) The Committee in the event of its
daciding to expel the member concerned
shall notify such membar in writing of its
dacision and such notice shall be signed by
the Chairman of the Committee.

(11) (a) A member whosa conduct is being
investigated under these rules is entitled to
appear In person or through an authorized
representative before the inquirer and
before the committes.

Such authorizad 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 least § 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 inquiret by the Manager
of the Exchange or by any Employee of the
Exchange authorized in writing by the
Manager. The Exchange shall not be
entitied to be represanted or heard at the
special meeting of the Committee held to
consider the axpulsion of such member,
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12. Neither the Exchange nor the mamber
whose conduct is being invastigated will bu
entitied to be represented by an Attorney-at-
law, either bsfore the Inquirer ¢ the
Committee.

13. The Committee may at the meeting
which is convened to determine the
question of the expulsion of such member
exerciss its powers under Articles 24 and 25
of the Articies of Association.

14. The Inquirer shal! have fuli power to
regulate proceedings before himself,
including the power to summon witnesses,
and maintain decorum.

15. Tha Inquirer's fees, if any, shall be paid
by the Exchange &after the conclusion of the
Inquiry but prior to the communication of
findings and report to the Chairman of the
Committee of the Exchange.]

P803. Disciplinary Hearings -
Disciplinary consideration shail be by a
Hearing Panei composed of a chairman
appointed by the Board who is a
disinterested director or empioyee of the
Exchange or other qualiified person and two
disinterested peers of the defendant from a
panei appointed by the Board and seiected
by the Chairman subject to two challenges
by each party. The decision of a Hearing
Panel by majority shall be final and
conciusive unless appeaied 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
internai Exchange docurnents preparcd in
connection with the proceading.

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 ieaving at or maiiing to the
respondent’s last business or residence
address as refiected on Exchange records.

A written, signed Answer to the Charge shall
be filad within 25 days of service or such
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longer period as approved by the Chairman,
and shall indicate specificaily which
assertions of fact and charges in the Charge
Memorandum are denied and which are
admitted, with any specific facts in
contradiction and any affirmative defensss.
Any assertions cf 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 Panei Chairman shali determine the
spec’ic facts put into lasue and with respect
‘o those facts only, the Exchange and the
respondent may produce witnasses and any
other svidencae and may examine and cross
examine any witnesses so produced. Any
faliure by a respondent to Answer as
requirad above shall limit consideration of
any witnesses or other svidence to
determination of the penalty to be imposed.
A respondent who fails to file an Answer but
appears at the Hearing shalil not be permitted
to produce witnesses, evidence or
testimony, but the Hearing Panei may
determins that the raspondent had
adequate reason to excuse his falilure to file
and adjourn the Hearing and direct the
respondent to file a proper Answer.

After hearing witnesses and considering
evidence, the panci shail consider whether
the respondent is guilty of the Charges, and
it so fix and imposs the penalty or penalties,
with written notice to the respondent and
the Exchange. The determinaticn and
penalty shali become finai and conciusive 20
days after notice thereof has been served
uniess a request to the Executive
Committes for review has bean filed in which
case any penalty shaii be stayed pending
review.

P805, Stipulation and Consent - in
lieu in part of the above procedures, a
Hearing Panel may make a determination
and impose penaities on the basis of a
written Stipuiation and Consent entered into
between the respondent and an authorized
empioyee or inquirer of the Exchange.
Such document shaii contain a stipuiation
with raspect to the facts, or on the basis for
findings of fact by the Hearing Panei; a
consant to findings of fact by the Hearing
Panei, inciuding a finding that a specific
offenss has been comrnitted; and a consent
to the imposition of a specific penaity. The
Panel may fix and impose the penalty agreed



to or any penalty which is less savere or may
remand for further proceedings.

P806, Councel - Respondsnts have the
right to be reprasented by counsel In any
hearing, raview or investigation by the
Exchange.

P807 - Sugpended or terminated
parties - A suspendsd party may be
proceeded against for any oifense other
than that for which suspended.

It prior to termination or within one year of
termination of any person assoclated with a
Member, such psrson Is served written
notice that the Exchange is making Inquiry
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
penaities 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 assocliation with a Member
permanently, or for such period of time as
may be determined, of until such time as
such party has complied and tho Exchange
has completed its investigation and any
resulting Hearing is completed, and any
penalties 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 suspanding a licanss under
section 21, may appeal to the Secretary to
the Ministry of the Minister against such
refusal, cancellation or suspension as the
case may be, within three months from the
date on which the decision was
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 Secre.ary to the Ministry of
the Minister may appeal against such
decision toe the Court of Appeal, within
fourteen days from the date on which the
decision was communicated to the applicant.

Untii rules ars made under Article 136 of the
Constitution pertaining to appeals under this
aection, the rules made under .hat Article
pertaining to application by way of revision to
the Court of Appeal shall apply to every
appeal maZa under sub saction (3) of this
saction.

(5) The court of Appeal may, on an appeai
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 ths interest of justice
may require.

CSE Article 26. - Member Appsal -
The Committee may in all cases of expulsion
reconsider their own determination upon
being requested so to do In writing by four-
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 of the
Exchange may require a review by the
Executive Committee by filing a written
request stating the bacis and reasons
trarefora within 20 days of the notice of
determination. All concerned parties shall
be notified of such review request. Any
reviews by the Executive Committee shal! 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 may
susiain, modify or reverse any determination
of the Hearing Pane! and increase, decrease
or eliminate any penalty, or impose any
penaity permitted by these rules as it deems

appropriate.

It either party on review shows to the
satisfaction of the Executiva 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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Commitiee 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 ard
conclusive and shall be binding upon ths
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 saction
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 shall
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 subsaction (1) to comply
with such requirement within the time
specified in such notice, axcept where such
person is precluded from making such retum
or divuiging such information under the
provisions of any law.

(3) The Council or any member thereof, or
any officer or sarvant of the Council, shali not
disclosa to any person or usa any returns or
information acquired under =.bsection (1),
except when required to co 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
Councii, the Director Generai or its
authorized representative shail be granted
access to the Trading Fioor ¢f 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 Fioor, 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. 1 of 1888.

2. The Committee of the Colombo
Secuiities Exchange (Gte) Ltd (herainafter
calied tha "Exchange®) may ex-mero-motu or
on the order cr request of the Securities
Councll by a notice in writing require any
member of the Exchange to furnish the
Committes with such: retums 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 sarved 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 necassary in their absoiute
discretion to verify the accuracy of the ratum
or information furnished, the Committee of
the Exchange may by a notice in writing, ‘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 or piacaes of business of such
member on such day and at such times as
may be specified in the ssid notice and there
to inspect, examine, &nd copy, verify any
books or documents necessary for the
purpose of eiiciting the required information
of return or verifying the information or retum
fumnishaed as the case may be and it shali be
the duty of such member to comply with
such notice and permit and afford all
conveniences, opportunities and access to
such officer, empioyee or parson to so entsr
the said office and piace or piaces of
business and to so inspect, examine, copy
and verify such books and documents.

4. Ali returne and information furnished or
eiicited under Section 2 or 3 of this bye-law
shaii be treated by the Committee of the
Exchange, the members of the Committee,



the officers and employess 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 retum 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 employes of the
Exchange from transmitting any retum or
information obtained under Section 2 or 3 of
this bye-law to the Securities counci, or to a
Court of Law (if summoned to do so by such
court.)

S. Any member falling to comply or failing to
comply adequately with a notice under
section 2 of this bye-law or any member
failing to give access and give all necessary
conveniences and opportunitiss 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 meinbership by the
Committee of the Exchange acting in terms
of the Articles of the Exchange.

Provided further that the provisions of the
Disciplinary Bye-law No. 1 of 1987 shall have
no application whatever to proceeding taken
against such mamber under this saction.

CSE 1 of 1988 - Information
Required Addition of 1/12/90 - (a) To
require Members and any empioyee/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 Committes 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 shall
report the result of such
Investigation/arbitration to the Committee.

P8018 - Information Required - Any
suspended, limited, or prohlbited person
shall on request submit such books and
records as to which it has accass and furnish
Information or appear or testify or cause any
employee to appear and tsstify before the
Exchange. Any such person may be
disciplined pursuant to ruie for any offense
cor.mitted before or after suspension,
limitation or prohibition in all respacts 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 rulieved 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 aiso to
announce the same in any other way they
may think fit. No action or other precading
shall under any circumstances be maintained
by the company referred 1o in such
notification against anyone publishing or
circulating the same, and this Article shall
operate as [save from any such company tu
the Committes 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 - Arbitration

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
unlawfui conoir~! of the arbitration. It is aiso
assumed that Mambers will provide in their
written account agreements with customers
for arbitration of disputes with customers.

1001. ARBITRATED
CONTROVERSIES

CSE Memorandum (7) - Arbitration
Optional - To act if so desired as arbitrator
in the settiement of all disputes and
differences betwesn brokers or between
brokers and thsir clients, arising in the
course of their business.

PS01, 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, registersad
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
tinal upon any Member, employes,
registersd representative, attorney or
approved person thsreof. Any non-member
party shall have agraed in writing that the
arbitration shall be binding and final either in
a separate document or in any existing duly
exacuted and enforceable agresmant.

A copy of the Uniform Submission
Agreament used in the U.S. can be supplied
for adaptation to the law of Sri Lanka.

1003. ARBITRATION PROCESS

CSE Article 59 - Arbitration
Committes - There shall be an Arbitration
Committee to which shall be referred all
doubts and disputes arising between the
members of the Exchange or between the
members of the Exchange and non-
mambers in the courss of business and the
Arbitration Committee shail review a&nd
consider all relevant details before arriving at
a decision with regard to such doubt or
dispute and such decision shall be final and
binding on the partiss concemned.

P802, Arbitrators - The Executive
Committee shali appoint two standing
panels, one consisting of representative
executives, employess, registered
representatives, attorneys and approved
porsons of Members or retirad such
persons, the other consisting of non-
members knowledgeabie 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
panei(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 sich list. From ths 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 tha remaining list
rnay be substitute arbitrators in case of death
or incapacity of an arbitrator. The arbitration
diractor shall designate one arbitrator as
chairman,
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P304, Arbitration Proceedings -
Appropriate sections of the Uniform U.S,
Securities Arbitration Procedures can 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 fioor shail
not snter into any arguments with each other
and any matter in dispute shall be brought to
the notice of the Trading Floor Manager. |If
howevar, a representative feels that the
ruling given by the Trading Floor Manager is
untair 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.

. Conschicaies Sri Lanka Securities ~equiation Page!45S
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SC Rul 90 18 Listsd Company Disclosurs, Audits, Finances
SCRul 90 19 Manipulation
SC Rul 90 20 Wash Salss
SC Rui 90 21 Definitions, Act, Councii, Company
SC Ru! 90 21 Definitions, Act, Council, Company
SC Rul 90 21 Definitions, Act, Council, Company
SC Rui 90 25 Large parcels with widespraad interest
SCRul903 Security Deposit Proof
SC Rul 90 4 Usting Requirements
SCRul905 Listed Company Trading Off-Exchange Limited
SC Rul 90 6(1) Delisting
SCRulS07 Usted Company Share Provisions, Transferability
SCRuIg0?7 Listed Company Share Provisions, Voting
SCRulg07 Listed Company Share Provisicns, Liens, Calis
SCRul907 Trading Limited to Exchange
SCRulg08 Stock Exchange, Reguired Records
SC Rul 90 8(2) Records Required, Brokers, Dealers
SCRul909 Inquirias of Stock Exchanges
|
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71
72
72
83
90
91
122
138
81
81
91
75
33
57
103
103

12
16
75
117
27
35
32
35
35
35
70
120
122
90



Index by Rule Name

Index by rule name

KEY TO ABBREVIATIONS OF ORIGINATING DOCUMENT

ACT

CSE 188

CSE 188

CSE 1/90

CSE At

CSE Art 52
CSE Code
CE&E Cond Sale
CSE Mem

CSE Rule

CSE TrRul
CSE TrRul 4/90
P

Securitiss Council Act, No. 36 of 1987

investigations Bye-law No 1 of 1988

Information Required Addition of January 12, 1990
CSE Letter to SC of January 15, 1990, not included
Articles of Association, Colombo Stock Exchange
Disciplinary Bye-law No 1 of 1387

Colomhs Stock Exchange Rules of Business Conduct
Colombo Stock Exchange Conditions of Sale
Memorandum of Association, Colombo Stock Exchange
Colombo Stock Exchangs Rulas

Colombo Stock Exchange Trading Rule

Addition Approved April 4, 1990

Proposed Rule by American Consuitant

SC Agt Gdl Securitiss Council Agent Guidelines

SC Delist Q Securities Council Delisting Questionnaire

SC &dl Securities Council Guidelines

SC Gdl 490 Securities Council Letter of April 20, 1990

SC Rul 90 Securities Councli Rules of 1930 (Raplace 1989)
SC Rul 90 Licensing Requirements from Tazette 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

P301 Account Introduction

P604 Account Name

P302 Account Self-Carrying

P511 Account Transfers

CSE Code 05 Accounts, Client

CSE Ruie 4.6 Additional Information

SCGdis Advertising and Articies in Public Media

CSE Rule App2
CSE Rule App2
SC Agt GdI 2
P403C

SC Agt Gdi (Il)
SC Agt Gdl 3
SC AgtGdI 3
SC Agt Gdl 1
P403

CSE TrRul 9
CSE TrRul 13
CSE Rule 8 8-2

Affidavit of Ccmpliance (Further issues)
Affidavit of Compliance (Original Issues)
Agency Conditions

Agent Indemnity

Agent Prohibitions

Agent Qualification

Agent Qualification

Agent Registration

Agents

All or None Transactions

Aliotment Letters, Trades for Cash
Announcement Preparation

Page 1

137
77
113
78
105
105
58
110
64
63
100
100
101
100
103
100
99
76
82
35



Act 22

P901

P903

CSE At 59
CSE Mem 3A(7)
P304

CSE TrRul 5.4
P902

305

P715

P714

P716

CSE Code 12
CSE Rule 3.3
SC Rui 90 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

SCGdI7

Pii7

SCGdi 6

CSE TrRul 4
P510

Act 40

Act 41

Act 39

Index by Rule Name

Appeal

Arbitrated Controversies

Arbitration Agreement

Arblitration Committee

Arbltration Optional

Arbitration Procsedings

Arbitration, Floor Disputes

Arbitrators

Assignments

Audit Objectives

Audit Requirsments

Audit Technical requirements

Audit, Annual Financial

Audited Company Financials

Audits

Audits, Special

Board Trading Procedures

Bonus Issues

Bonus, Shares Sold with

Borrowing and Lending Securities
Broker not to buy or sall in its own name
Broker not to buy or sell in own name
Broker prohibited Interest in dealing
Broker trade prohibited In Intarasted securities
Business Supervision

Capital Decline

Capital Financing Arrangements
Capitai Requiremsnt, Special

Capital Restriction

Capital Withdrawal

Cai.ial. Aggregate Indebtedness Formula
Capital, Subordinated

Cash or Delayed Delivery Transactions
Certificate Issuance

Change of Ownership

Clearing Housa Pror.edures

Clearing Payments

Clearing, Celaysd Payments

Clearing, Late Delivery of Documents
Clearing, Retumed Documents
Closing of Cbligaticns

Commissions

Commissions

Commissions, Fees for Privata Transactions
Commissions, Brokerage
Communications with the Public
Compensation Claim Apnlication
Compensation Claim Decisions
Co:ipensation Committee

Page 2

141
144
144
144
144
145
145
144
83
124
123
124
123
56
122
123
74
39
81
83
72
71
71
72
112
116
116
116
116
116
1S
115
74
26
73
79
80
80
80
80
83
76
77
77
76
111
125
126
M



Act 39
Act 38
Act 38
Act 46
SC Gdl 490

CSE Code 02

Act 23
SCGdI9

SC Rul 90 13

P806
P311
P203

CSE TrRul 6.12B

P408

CSE Art 31
CSE At 70
CSE Art 34
CSE Art 27
CSE Art 64
CSEAnt75
CSE Art 58
CSE Art 57
CSE Art 38

CSE Art 34A

CSEArt 35
PO6

CSE Art 60A

CSE Art 50
CSE Art 51
CSE At &3
CSE Art 66
CSE Art 63
CSE At 55
CSE Art 54
POS

CSE At 60
SC Gdi 3
CSE Art 61
CSE At 29
P02

CSE Art 46
CSE Art 56

CSE Art 26A

CSE Art69
CSE Art 10
CSE Art 17
CSE Art 47
CSE Art 49
CSE Art 28

Index by Rule Nsme

Compensation Committee
Compensation Fund

Compensation Fund

Complaints Committee

Complement to Council Rule I7
Compliance by Personne!

Contracts on Ceasing Membership
Council Accsss to Trading Fioor
Council Direction of Exchange Discipline
Counsel

Credit (Margin)

Crosses (Parceis)

Crossas. Client Nume Reporting

CSE Acceptablility Hearings

CSE Accidental Omission of Notice
CSE Account Records

CSE Adjournment for Lack of Quorum
CSE Annual General Meetings

CSE Articls Amendment

CSE Audits

CSE Banking Authority

CSE Borrowing

CSE Casting Vote

CSE Chairman of Executive Committee
CSE Chairman to Preside

CSE Chief Executive Officer

CSE Committee Alternatas

CSE Commiitee Casual Vacancies
CSE Commiiiea Expense

CSE Committee Meetings

CSE Committee Minutes

CSE Committee Nominations

CSE Committes Presiding Officer

CSE Committea Quorum

CSE Committoe term of office

CSE Committee Validity of Acts

CSE Committee, Contflict with Company Interest
CSE Committes, Disqualificitions

CSE Ccnwening Extraordinary General Meeting
CSE Corner Control

CSE Corporate Member Voting Representative
CSE Delegation of Power

CSE Disciplinary Decisions Final

CSE Document Authentication

CSE Election Notice

CSE Entrance Deposit

CSE Executive Committee

CSE Executive Committee Term

CSE Extraordinary General Meetings

Page 3

125
11
125
137
75
112
78
142
138
141
84
75
76
102
17
25
17
16
19
25
22
22
18
20
17
22
20
21
21
23
24
23
23
23
20
23
21
23
16
22
18
22
142
24
98
99
19
19
16



CSEArt 19
CSEAnt74
CSEAR73
CSE Art 48
CSE Art 36
PO1
CSEAt 78
CSE Art 44
CSEAt79
CSE At 72
PO3

CSE Art 52
CSE Art 21
CSE Art08
P40S

CSE Art 16
CSE Mem 5
CSE Mem 4
CSE Art 06
P402

CSE Code 10

CSE Art 15
CSE At 40
CSE Art 11
CSE Art 12
CSE Art 13
CSE Art 37
CSE Mem 1
PO4

CSE Art 0
CSE Mam 3
CSE Art 03

CSE Code 15

CSE Art 32
CSE At 65
CSE Art 41
CSE Art 42
CSE At 43
CSE A 33
CSE At 71
CSE Art 20
CSE At 07
CSE Mem 2
CSE Art 39
CSE Art 68
CSE An 67
CSE At 76
CSE Art 09
(CSE Art 45

Index by Rule Neme

CSE Fes Upon Reslection

CSE Financial Report Distribution

CSE Financio§ Reports to General Meeting
CSE First Executive Committee

CSE Gentral Mesting Adjournment
CSE Gevemnancs

CSE Guarantse Liability at Winding Up
CSE Incompetant Mernber Vote

CSE indemnity of Personne!

CSE Inspection f Records

CSE Uability *ur Use of Facllities

CSE Manzgement & Executive Powers
CSE Mamber Advance of Subscription
CSE Member Applicant Sponcors

CSE Member Apprevad Persons

CSE Member Entrance Fee

CSE Member Guarantee on Winding Up
CSE Momber Liabiiity

CSE Member Quelincation

CSE Member Qualification

CSE Member Records

CSE Member Subscriptions

CSE Member Votes

CSE Membership Agraement

CSE Membership Resignation

CSE Membership Rights

CSE Method of Voting

CSE Name

CSE Nominating Committee

CSE Notice of General Mestings

CSE Objacts

CSE Objects

CSE Personnel, Related Company Activity
CSE Proceedings at Ganeral Meetings
CSE Profit

CSE Proxies

CSE Proxy Filing

CSE Proxy Ferm

CSE Quorum

CSE Records, Location

CSE Refunds

CSE Refusal of Membership

CSE Registsred Office

CSE Resoiutions

CSE Seal

CSE Secrstary

CSE Servics of Notice

CSE Sponsor Information

CSE Vote, Ineligibility for Debt to Exchange
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99
25
25
19
17
19
26
18
26
25
26
21
99
98
101
99
15
15
97
Q7
122
98
18
98
98
98
18
12
19
17
12
15
110
17
25
18
18
18
17
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98
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18
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CSEAR77
CSE Code 05¢
CSE Code 09b
CSE Code 09a
P703

P720

P721

P722

P725

P719

SCGdl 4
SCRui9021
SCRul 9021
SC R 30 21
SCRul 58902
SCGdl2
SCGdi2

CSE Art02
CSE At 02
Act34

Act55

Act 55

P210B

P4C3B

P403B

P606B

P606B

P210A

P212

CSE Art 02
Act55

Act55

CSE Art 02
CSE Art 02
CSE Art02
Act55

CSE Art 02

SC Rul 90 6(1)
SC Rul 9/89
SC Delist Q
P307

CSE Cond Sale 2
CSE Code 03¢
P603

P808

P804

P802

£803

CSE Art 52

Index by Rule Name

CSE Winding Up Approval

Customer Account Records

Customer Account Statements

Customer Confirmations of Trades
Customer Raserve Bank Account
Customer Sacuritiss, Custody of

Customer Securities, Borrowing

Customer Securities, Cont ol

Customer Securities, Daliveries on Sale
Customer Securities, Hypothacation of
Dealings in Sacurities Outside the Trading Floor
Definitions, Act, Council, Company
Definitions, Act, Council, Company
Definitions, Act, Councii, Company
Definltions, Act

Definitions, Advertisemant, Sales Literature
Definitions, Advertisamant, Sales Literature
Definitions, General iMesting, Month, Year
Definitions, in Writing

Definitions, insider Trading

Definitions, investor, listed public company
Definitions, listed securities, securitias
Definitions, Orders

Deinitions, rspresentatives

Definitici:s, reprasentatives

Definitions, Research Reports

Definitions, Ressearch Reports

Definitions, Securities, Stocks, Bonds
Definitions, Short Sales

Definttions, Special Resoiution, Broker,
Definitions, stock broker, stock dealer
Definitions, stock exchange

Definitions, The Executivea Committes, Seal
Definitions, The Statutes, The Act, These Presents
Definitions, Various

Definitions, various

Definitions, Words, The Exchange, The Office
Deiisting

Delisting of Companies

Deiisting Questionnaire

Deiivery Agalinst Payment

Delivery by Seiier

Delivery to Customers

Diligence as to Accounts

Disciplinary Announcements

Disciplinary Appeals

Discipiinary Bases & Penalties

Disciplinary Hearings

Disciplinary Procedure
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P514

CSE Rule 8.2
CSE Rule 8.1
CSE Rule 8.1-1
P507

P206

CSE Code 03
CSE Cond Sale 3
CSE TrRul 11
CSE TrRul 11
CSE TrRul 5
Act 31

Act 31

F608E

CSE Codes 06a
P407

P502

Act 15

P208

CSE Code 14
CSE Rule 8.9
CSE Art 01
CSEArt23
CSE Art 24
P512

P717

CSE TrRul Appx 2
CSE Rule App5s
CSE Rule App4
CSE TrRul Appx 1
CSE Rule App3
P513

CSE Code 01
P501

P304

P503

P505

SC Rul 5/80Sch
Act 45

CSE 188
P801B

CSE 188
SCRul909

Act 32(7)

Act 32(6)

Act 32(2)

Act 32(8)

Act 32(1)

Act 32(3)

Index by Rule Name

Disclosure of Conflicting interest
Disclosure Policy Explanation
Disclosure Policy Outline
Disclosure, Immediate

Discretion

Discretion by Trading Attorneys
Discretionary Accounts
Dividends

Dividends, Shares Sold with
Dividends, Shares Sold with
Dress & Decorum.

Dual Capacity Broker/Dealar Prohibited
Dual Registration Prohibitad
Employee Accounts

Employes Trades

Employees & Agants
Employment Outsida Membar
Entities Required to be Licensed
Erroneous Reports

Exchange Employee, Gratuity or Compensation to

Exchange Surveillance Procedures
Exemption from Companiaes Act
Expulsior Causss

Expulsion, Resignation Aiternative
Fair Corporats Financing

Financial Statements to Customers
Form for Payments In Clearing

Form for Share Transfer

Form of Balance Sheet

Form of Document Delivery in Clearing
Form of Profit & Loss Statsment

Free Riding and Withholding

Good Business Conduct

Good Business Practice

Good Delivery and Reclamation
Gratuities

Guarantees and Sharing in Accounts
Individual License Application Form C
Information Required

Information Required

Information Required

Information Required Addition 1/90
Inquiries of Stock Exchanges

insider Dealing, Advice to Counselors
Insider Dealing, Advice to Othars
Insider Dealing, Associated Company
Insider Dealing, Exclusions

Insider Dealing, Own Company
Insider Dealing, Privileged Party

Page 6

106
49
48
48

105
73

105
82
81
81
73
71
85

113

13

101

104
84
74

104
35

15

135

136

106

121
84
66
65
84
65

106

103

103
82

104

105
94

142

142

143

143
90

108

108

107

108

106

107
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Act 32(4)

Act 32(5)

Act 32(10)

CSE Rule 8.7
Act 34

Act 33(1)

P718

SC Rul 90 25
CSE TrRul 8
CSE Rule 4.5
CSE Art 14

SC Rul 2. (2)
SCRuUIS®02
SC Rul 5802
SC Rul 5802
Act 21

SC Rul 580 4
Act 19(1)

SC Rul5802
Act 25

SC Rul 5802
A" 20

SC Rul §/90Sch
Act 18 Sch

Act 18 Sch

Act 18 Sch

Act 17
SCRul2. (3)
SC Rul 5/80Sch
SC Rul 5/90Sch
SC Rul 5/90Sch
SCRul2. (1)
Act 16

SC Rul 90 17
CSE Rule 1.4-1
CSE Rule 3.8
SCRulg907
SCRul907
SCRul907
SCRul 905
SCRul90 18
CSE Rule 3.7
SC Rul 90 18
CSE Rule 3.2
CSE Rule 3.1
CSE Rule 1.2-3
CSE Rule 5
P102

CSE Rule 1.3-5

index by Rule Neme

Insider Dealing, Take overs

insider Dealing, Third Parties

Insider Dealing, Trustees

Insider Trading

insider Trading Definitions,

insider Trading, Public Servants

Insurance

Large parceis with widespread interest

Larga Parcels with Widesproad Interest

Letters of Aliotment, Acceptance, Rights
Liabllity, Past Membesr

Ucensa Application Documents, Broker, Dealer
Licenss Application Forms, Broker or Dealar
License Application Forms, individual

License Application, Broker or Dealer Form B
Licenss Cancellation

License Certificate

License Decision, Term,

License Exchange Application Forms,

License Facts Change Approval

Licenss Feo

Liceanse Renewal

License Renewal Stock Exchange Form A,
License Requirements, Broker or Dealer
License Requiremsnts, Individual

Licanse Requirements, Staock Exchange
Liconss, Broker, Dealer Referance

License, Ingividual Application Documants
License, Stock Broker Form E

License, Stock Dsaler Form F

Ucense, Stock Exchange Form D

Licenss, Stock Exchange Application Documents
License, Stcck Exchange, Reference

Limit Prices

List, Official

Uisted Companies, No Off-Exchange Trades
Listad Company Share Provisions, Liens, Calis
Usted Company Share Provisions, Transferability
Listed Company Share Provisions, Voting
Listed Company Trading Off-Exchange Limited
Listed Company Audits, Financial Stataments
Uisted Company Directors & Compliance

Listed Company Disclosure, Audits, Finances
Listed Company Document Copies to Exchange
Listad Company imimediate Announcements
Usted Company Memorandum & Articlas

Listad Company Memorandum & Articles

Listed Company Proxies, Mamber Distribution
Listed Company, Open Subscription Period
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107
107
108
54
109
108
125
75
75
38
98
92
92
94
92
137
86
84
87
85
85
85
87
gl
93
86
91
93
93
93
90
87
86
75
36
37
35
35
35
35
33
36
37
35
33
39
39
37
36



CSE Rule 7

CSE Rule 1.3-10
CSE Rule 1.2-1
CSE Rule 1.3-2
CSE Rule 1.34
CSE Rule 1.3-6
CSE Rule 6

CSE Ruls 1.3-7-9
CSE Rule 1.1-5
CSE Rule 1.4-7
P103

CSE Rule App1
CSE Rule 1.24
CSE Rule App12.3
CSE Rule 4

P101

CSE Rule 1.3-3
CSE Rule 1.2-2
CSE Rule 1.1-1
CSE Ruie 1.4-8
CSE Rule 1.4-6
CSE Rule App1 2.1-1
CSE Rule 1.1-6
SC Rul90 4

CSE Rule 1.1-2
CSERule 3

CSE Rule 1.3-1
CSE Rule App1 2.2-1
CSE Rule App1 2.4
P710

CSE Rule 3.6
CSE Code 08
SC Rul 90 19
CSE Code 05b
SC Rul 9/30 248
CSE Codas 07
CSE Art 26

P701

P202

CSE Mem 5

Act 52

Act 49

P506

CSE Code 13
Act 30

P210C

CSE Ruls 1.4-5
CSE TrRul 6.4
P403

Index by Rule Name

Usted Company, Prospectus Contents
Listed Company, Allotment of shares to employees
Uisted Company, Conflicts of Intsrest
Usted Company, Prospectus Reference
Uisted Company, Prospectus. Application
Listed Company, Share Allotment in New Issues
Listed Company, Trust Deeds & Debentures
Listed Trading of Newly Issued Shares
Usting Requirements, Other Shares
Usting (Quotation) Fees, Initial

Listing Agreement

Listing Agresment

Listing Agresment (Undertaking)

Usting Application Form

Listing Application, Additional Shares
Listing Approval

Listing by Offar of Sale or Placing

Usting Convertible Security

Usting Criteria, Preamble

Listing Feas, Annual

Listing Govermnments

Usting Process Steps

Usting Proparty Company

Listing Requirements

Listing Requirements, Ordinary Shares
Uisting, Continuing Requirements Preamble
Usting, Initial Appiication

Usting, Initial Application

Usting, Supporting Documents

Loan and Advance Restriction

Lost or Stolen Certificates

Managed Accounts

Manipulation

Manipulation

Margin Accounts

Margin Accounts

Member Appeal

Member Capital Required

Member Reasponsibility to Customers
Members, First

Minister, Regulations Made by

Minister, Reports to

Misleading Namas

Monthly Reports

Name Use

Not-held prohibition

Notification of Listing, Suspension

Odd Lots

Officars
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492
36
35
42
42
36
491
36
28
37
29
33
29
60
37
27
28
28
27
37
29
33
28
27
27
33
27
38
62
116
56
103
103
103
83
84
141
1S
73
96
12
12
104
125
85
72
37
74
99



P602

CSE TrRul 6.1
P204

P205

CSE TrRul 6.2
P2108

P209

P312

CSE Cond Sale 1
Act 51

CSE Art 22

Act 26

CSE TrRul 10.4
Act 30i3)

P401

P404

P406

P403

P509

SCGdl 4
SCGdI5

CSE TrRul 3
SC Rul 9/90 24
PAct 13

PAct 23

PAct 38

PAct 39

PAct 40

PAct 41- (1)
PSC Rule 28
PCSE Art 18i
PCSE Art 22ii
PCSE Art 22A
PCSE Art 22B
PCSE Code 11
PCSE 12

P Appx A1

P Appx A2
CSE Rule 8.8
P606

CSE Art 25
P504

CSE Rule 1.4-3
CSE TrRul 7
CSE TrRui 6.12A
CSE Rule 1.4-2
CSE Code 05d

Index by Rule Name

Offices

Opening, Closing of Trading

Order Priorities, Auction

Order Prioritiss, Customer

Orders, Acceptable

Orders, Permissible typas

Orders, Records of and Changes in
Partial Deliverias

Payment by Buyer

Penaltiss, Gensral

Penalty, Default

Penalty, False inforrnation

Penalty, Late Delivery of Documents
Penalty, Unlicensed Opaeration
Personnel Approvals

Personnel Changes

Personnel Investigation Authorization
Principal Executives,

Privacy of Regulatory Information
Private Transaction Exceptions

Private Transactions, Approval by the Council
Private Transfer Assistance

Prohibited Personnsl Tradas through Members
Proposed Compensation Fund Change
Proposed Compensation Fund Change
Proposed Compensation Fund Change
Proposed Compensation Fund Change
Propcsed Compensation Fund Change
Proposed Compensation Fund Change
Proposad Compensation Fund Change
Proposed Compensation Fund Change
Proposaed Compensation Fund Change
Proposed Compensation Fund Change
Proposed Compensation Fund Change
Proposed Compensation Fund Changs
Proposed Compensation Fund Change
Proposed Compensation Fund Change
Proposed Compensation Fund Change
Public Anncuncement Content & Preparation
Public Communications

Publication of Discipline

Questionable Conduct Reports
Quotation List Publication

Quotations in Red

Reconfirmation Daily

Recording Bargains in Inactive Securitias
Records of Complaints

CSE TrRul 6.2 4/4/R0 Records on Floor

SC Rul 90 8(2)

Records Required, Brokers, Daalers
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13
74
73
74
74
72
74
81
78

135

135

135

136

135
99

101

101
99

106
70
71
71
72

126

126

127

127

128

128

128

130

131

131

13

131

132

13

132
55

114

143

104
37
75
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36

122

172
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P712

P403

CSE Rule 4.2
CSE Rule 4.3
CSE Rule 4.1
CSE Cond Sale 4
CSE TrRui 6.3
P508

CSE Rule 8.1-3
CSE Rule 8.4
Act 48

Act 48

Act 54

Act 24

Act 37

Act 08

Act 09

Act 02

Act 36

Act 25

Act 07

Act 03

Act 12

Act 47

Act 14

Act 13

Act 53

Act 11

Act 43

Act 44

Act 04

Act 10

Act 47

Act 50

Act 05

Act 06

Act 01

P210

P724

Act 27

Act 18 Sch
CSE Art 18i
P704
SCRul903
CSE Code 11
P303

P212

P723

Index by Rule Name

Reports to Exchange

Representatives, Employee & Agent

Rights Issua Offering Clrcular

Rights Iasue, Shareholder's Approval

Rights Issuess

Rights, etc. Attached to Shares

Round Lots

Rumor Circulation

Rumors and Reports, Clarification, Confirmation
Rumors and Repoits, Clarfication, Confirmation
Securitics Council & Bribery Act

Securitiss Council & Bribery Act

Securitios Councii & Companies Act

Securities Council Approval oy &xchange Rulss
Securities Counci! Audit

Securities Council Chairman

Securities Council Disclosure of Interast
Securities Council Establishment

Securitias Council Financial Year

Securities Council Fund

Securitiss Council Meetings

Securities Council Membarship

Securities Council Objects

Securities Council Personnel & Panal Code
Securities Council Powers of Inspsction
Securities Council Powars, Duties and Functions
Securities Council Rules

Securities Council Seal

Securitias Council Staft

Securities Council Temporary Staff

Securities Council Term of Office

Securitiss Council Vaczncy Effert on Decisions
Sacuritiss Council, Public Servants

Sacurities Councll, Directoi General

Securities Council, Indemnity

Sscurities Council, Member Removal and Resignation

Sacurities Council, Remuneration
Securitiss Council, Shert Title
Securities Definitions
Securities Movements
Securily Borrowing & Lending
Security Deposit

Security Deposit

Security Daposit

Security Deposit Proof
Separate Bank Accounts
Settlement Date

Short Sales

Short Security Differances
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125
99
38
38
38
82
74

105
49
32

110

110
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117
117
117
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79

72
120



P306

P310

P805

SC Rul 908

SC Rul 90 10
SC Rul 50 16
SC Rul 90 11
CSE Code 04
P807

CSE Rule 1.4-4
CSE Rule 8.1-2
CSE Rule 8.3
CSE Code 02b
At 29

Act 28

CSE TrRul 6.10
CSE TrRul 2
P4C75

C_E TrRul 1
CSE TrRul 3
SCRul 207
CSE TrRul 0
CSE Ruie 3.5
SC Rul 90 14
SCRul90 15
CSE Rule 8.1-4
CSE Rule 8.5
CSE Rule 8.1-8
CSE Rule 8.6
SC Rui 0 20
CSE Code 06¢

Index by Rule Neme

Signature file

Signature Guarantee

Stipulation and Consent

Stock Exchange, Required Records
Stock Exchanges, Annual Reports
Stock Exchanges, Other Reports
Stock Exchanges, Quarterly Reports
Suitability of Recommandations
Suspended or terminated partiss
Suspension cr Delisting of Quotation
Thorough Public Diesemination
Thorough Public Dissemination
Trade information Privacy

Trades Restricted, Broker Dealers
Trades Restricted, Shareowners
Trades Temporary Chits

Trading Attorney Replacements
Trading Attornays

Trading Attornays, Membar Represantatives
Trading in Listed Securities

Trading Limited to Exchange
Trading Rules Preamble

Transfer List Disclosure

Transtar Procedures by Broker
Transfer Procedures by Listed Companies
Unusual Markat Action Response
Unusual Market Action Response
Unwarranted Promotional Disclosure
Unwerranted Promotional Disclosure
Wash Sales

Wash Sales

Page 11

82
82
140
120
S0
91
91
105
141
37
49
31
106
70
70
76
99
9s
83
70
70
73
56
81
81
49
33
49
33
103
103



Index by Major Sub fect

index by major subject

CONSOLIDATED DEFINITIONS

ARBITRATED CONTROVERSIES

ARBITRATION AGREEMENT

ARBITRATION PROCESS

SECURITIES COUNCIL ORGANIZATION
SECURITIES COUNCIL OBJECTS, POWERS
SECURITIES COUNCIL FINANCE

AUTHORITY OF MINISTER

ORGANIZATION 2°F COLOMBO STOCK EYCHANGE
CSE OBJECTS & POWERS

CSE MEMBER FINANCIAL LIABILITY

CSE EXEMPTION FROM COMPANIES ACT
DEFINITIONS

CSE GENERAL MEETINGS

CSE EXECUTIVE COMMITTEE

CSE EXECUTIVE COMMITTEE POWERS

CSE EXECUTIVE COMMITTEE PROCEEDINGS

CSE FINANCE AND ACCOUNTS

CSE NOTICES TO MEMBERS

CSE WINDING UP

CSE INDEMNITY

LISTING REQUIREMENTS

LISTING ORDINARY SHARES

LISTING OTHER SHARES

LISTING PROPERTY COMPANY SHARES

LISTING CONVERTIBLE SECURITIES

LISTING ALTERNATIVE FOR ESTABUSHED COMPANIES
LISTING GOVERNMENT SECURITIES

LISTING AGREEMENT

DELISTING

OISCLOSURE

LISTING, CONTINUING REQUIREMENTS

LISTED COMPANY MISCELLANEOUS PROVISIONS
USTING FEES

LUSTINGS, ADDITIONAL

RIGHTS TO SUBSCRIBE

BONUS ISSUES & STOCK SPLITS

DCCUMEN 1 ARY LEGAL REQUIREMENTS

LISTED COMPANY CORPORATE DISCLOSURE POLICY
LISTINGS - OTHER REQUIREMENTS

SECURITIES COUNCIL DELISTING QUESTIONNAIRE
TRADING RESTRICTED TO EXCHANGE

PRIVATE TRANSACTIONS EXCEPTION
BROKER/DEALER DUAL CAPACITY PROHIBITED
SECURITIES DEFINITIONS

TRADING ON FLOOR

TRADING SESSIONS
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144
144
144
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12
12
12
15
15
15
16
19
21

23
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25
26
27
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28
28
28
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29
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37
37
38
39
39
48
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68
70
70
71

72
73
74



index by Major Sub ject

CROSS (PARCEL) TRADING
CONFIRMATION OF TRADES
COMMISSIONS AND FEES

ACCOUNT RESPONSIBILITY
CUSTOMER RESPONSIBILITY
SETTLEMENT PROCESS

TRANSFER PROCESS

SIGNATURE FILE

DIVIDENDS, RIGHTS, ALLOTMENTS
RECLAMATION

ASSIGNMENTS

CLOSING DEFAULTED CONTRACTS
BORROWING AND LENDING SECURITIES
CREDIT EXTENSION ‘MARGIN)
LICENSING REQUIRED

STOCK EXCHANGE QUALIFICATION
BROKER, DEALER LICENSINC
MEMBER QUALIFICATION
PERSONNEL QUALIFICATION
DEFINITIONS

GOOD BUSINESS CONDUCT
MANIPULATIVE ACTIVITY

PERSONAL CONDUCT

ACCOUNT CONDUCT

REGULATORY INFORMATION PRIVACY
NEW ISSUES

INSIDER DEALING

COMMUNICATIONS WITH PUBLIC
SUPERVISION OF BUSINESS

KNOW YOUR CUSTOMER

ACCOUNT SUPERVISION
COMMUNICATION WITH PUBLIC
CAPITAL REQUIRED

SECURITY DEPOSIT

CUSTOMER RESERVE BANK ACCOUNTS
CUSTOMER SECURITIES

RECORDS REQUIRED, STOCK EXCHANGES
RECORDS REQUIRED, BROKERS
AUDITS

REPORTS TO EXCHANGE

FIDELITY INSURANCE
COMPENSATION FUND
COMPENSATION FUND PROPOSED AMENDMENTS
DISCIPLINARY BASES & PENALTIES
DISCIPLINARY PROCESS
DISCIPLINARY APPEALS
INFORMATION REQUIRED

DISCIPLINE PUSLICATION
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73
76
76

78
79
81
82
82
82
83
83
83
83
B4
86
91
96
99

102

103

103

104

105

106

106

106
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112

13

113

114

114

116

118

119
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125
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135
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141
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