





SECTION IV


Brokers in the Stock Exchange





Chapter One





General Provisions





Article 43- According to article 7 of the law, the agent in general is called a Broker.





Article 44-  While preserving the acquired rights, the agent is any legal entity authorized by the Beirut Stock Exchange’s Committee to carry out sale and purchase transactions within the Stock Exchange.





Article 45- The number of brokers during the two years following the entry into force of these By-laws shall not exceed 32. The Stock Exchange’s Committee is entitled as of the third year to accept three new brokers per year.





Article 46- The right to trade securities on the Stock Exchange is limited exclusively to the brokers, except in the following cases:


Official donations


Inheritance


Transactions between two legal entities, the shares of one of them being listed on the Stock Exchange, when one of the two owns at least 20% of the other’s capital.





Article 47- Every broker shall fulfill all of the conditions imposed, and pay all the due fees and commissions specified by these By-laws. He also must submit, in addition to the documents specified in chapter two below and within the provisions of the law regarding banking secrecy, all of the information and periodic statements of the transactions carried out according to the conditions specified by the Committee by virtue of a decision published in the Stock Exchange official bulletin.





These documents and information must be true, complete and factual on pain of disciplinary sanction.





In general, the broker shall clearly undertake to abide by all the provisions of the law, By-laws and decisions issued by the Stock Exchange’s Committee.





Article  48-  Brokers allowed to carry out transactions at the Stock Exchange are the following:





The individuals accepted by the Stock Exchange’s Committee as brokers before the entry into force of these By-laws, who express within a two-month time limit from the date of  entry into force of these By-laws their wish to pursue their activities, provided they abide by the provisions of chapter two below.





The legal entities accepted as brokers by the Stock Exchange’s Committee according to the provisions of these By-laws and circulars issued by the Committee.





Article 49- The right of brokerage granted to legal entities cannot be transferred by inheritance.





Article 50- The broker is not authorized to transfer his right of brokerage in the Stock Exchange to any third party.





Article 51- It is prohibited in general to carry out any trading transaction related to securities listed on the Stock Exchange outside the pit, except for the direct transactions carried outside the pit specified in article 48 and the following articles of these By-laws, in addition to the operations specified in article 46 above.





The Stock Exchange’s Committee shall be informed of any trading transactions carried outside the pit within six days from the date of said transaction, and the fee shall be paid in double.





Article 52- The brokers may not use in any case the securities delivered to them by their customers in order to carry out any financial or commercial transaction for their personal interest without a written order by their mandatory, on pain of being definitely dismissed off.





Article 53- Brokers who are natural persons may not:





Obtain credits from banks or any other natural persons or legal entities against securities whose value exceeds four times their total capital, i.e. net private assets.





Serve as chairman of the board of directors of issuing companies whose securities are listed on the Stock Exchange, and may not carry out in their personal capacity or on behalf of their customers, transactions on the securities of the issuing companies in which they are members of the board or linked to said companies by a remunerated job.





Article 54- The Stock Exchange’s Committee, by a circular issued and published in the Stock Exchange official bulletin at least one month before its entry into force, may specify the procedures of the book-keeping to be followed by brokers, the registration of the transactions carried out, as well as the procedures to be followed in this context.





Article 55- The Disciplinary Board may decide to examine the broker’s books and records, whenever there is a dispute between the broker and any of his customers or the regulations are violated, for the needs of evidencing the abidance by the regulations and procedures mentioned in article 54 above.





Article 56- In the event that it appears that the broker did not abide by any of the provisions of this chapter, he shall be automatically referred to the Disciplinary Board, which may take the precautionary step of suspending him from his duties for three days until the settlement of the issue.











Chapter Two


Acceptance, Suspension and Dismissal of Brokers





Article 57- Every broker (natural person) having previously been accepted in the Stock Exchange before the entry into force of these By-laws and wishing to remain accepted as such shall submit within two months from the date of entry into force of these By-laws the following documents:





A certificate of registration in the Commercial Register, proving that he abides by the provisions of article 22 and following articles of the Lebanese Commercial Law, with a clear statement of the address of his firm of office where he exercises his profession.





A bank guarantee upon request, issued exclusively in favor of the Stock Exchange, issued by any bank operating in Lebanon, drawn in accordance with the text determined by the Committee, and covering all of the broker’s responsibilities towards any other broker or the Stock Exchange Administration. The value of this guarantee has been set at LP 200,000,000.





This guarantee shall be renewed every year. In the event that the value of this guarantee is reduced for any reason, the broker shall make up said value within a maximum time limit of three days. The broker shall halt his activities in the Stock Exchange until the value of the guarantee is made up. The Stock Exchange’s Committee may request any broker at any time to present an additional guarantee fixed by the Committee to equal a given percentage of the value of the transactions for a specific period, to apply for all the brokers concerned. The broker shall be notified the request for an additional guarantee by registered letter, by telegram with acknowledgment of receipt, or by registered letter delivered personally.





The value of the guarantee does not reduce the broker’s responsibility.





A letter of commitment to abide by the provisions of the law, By-laws and circulars issued by the Stock Exchange’s Committee, as well as all of its decisions.





A letter of commitment to deal with the body authorized by the Stock Exchange’s Committee to carry out the payment and delivery operations, in accordance with article 173 below.





Article 58- The capital of the legal entity wishing to apply for admission as a broker in the Stock Exchange should be equal to or exceed LP 500 million.





Article 59- Each legal entity accepted in the Stock Exchange before the entry into force of these By-laws, and wishing to pursue its activities as a broker, shall submit within two months from the date of entry into force of the present By-laws, the documents mentioned below. Every legal entity meeting the conditions specified in article 58 above and wishing to be accepted as broker, shall submit his application to the Stock Exchange according to the form specified. Said application shall include the following documents:





An application for admission duly signed by the legal representative of the legal entity, in accordance with the rules set by the Committee.





A certified copy of the company’s By-laws and all of their amendments.





A certified copy of the application for registration of the company.





A certified copy of the Company’s certificate of registration.





A recent official commercial circular of the company.





A copy of all of the minutes of company meetings deposited at the secretariat of the commercial register of the last three years in the event the company has been formed for three years or more, or from the period from the date of incorporation to the date of application.





A copy of the final reports and accounts of the last three years in the event the company has been formed for three years or more, or from the period from the date of incorporation to the date of application.





A letter of commitment to deal with the body authorized by the Stock Exchange’s Committee to carry out the payment and delivery operations, in accordance with the provisions of article 173 below.





A bank guarantee upon request, issued exclusively in favor of the Stock Exchange, issued by any bank operating in Lebanon, drawn in accordance with the text determined by the Committee, and covering all of the broker’s responsibilities towards any other broker or the Stock Exchange Administration. The value of this guarantee has been set at LP 200,000,000.





This guarantee shall be renewed every year. In the event that the value of this guarantee is reduced for any reason, the broker shall make up said value within a maximum time limit of three days. The broker shall halt his activities in the Stock Exchange until the value of the guarantee is made up. The Stock Exchange’s Committee may request any broker at any time to present an additional guarantee fixed by the Committee to equal a given percentage of the value of the transactions for a specific period, to apply for all the brokers concerned. The broker shall be notified the request for an additional guarantee by registered letter, by telegram with acknowledgment of receipt, or by registered letter delivered personally.





The value of the guarantee does not lessen the broker’s responsibility.





A letter of commitment to abide by the provisions of the law, By-laws and circulars issued by the Stock Exchange’s Committee, as well as all of its decisions.





Article 60- The Stock Exchange’s Committee settles at its discretion the application for admission, in light of the documents, the guarantees and the submitted and available information.





Article 61- Any broker who does not present the above-mentioned bank guarantee within the specified time limit, does not made up its value in case it is reduced, or does not present the additional guarantee, shall be liable to a fine equivalent to US$ 500 in Lebanese pounds for every day of delay, in addition to the disciplinary sanctions that may be taken against him, whether in terms of provisional suspension or dismissal.





Article 62- The Stock Exchange’s Committee reserves its right, at any time, to determine and modify the broker’s technical means, provided these means are published in the Stock Exchange official bulletin.





Article 63- The changes occurring in the broker’s file submitted to the Stock Exchange’s Committee shall be notified within a maximum time limit of ten days from the date of publication of the change or its entry into force.





The changes and operations mentioned below shall be subject to the prior approval of the Stock Exchange’s Committee:





The modification of the company’s legal form;


The modifications introduced to the capital distribution of the company in the event that said modifications were to directly or indirectly cause the ownership by one person of more than one-half of the capital;


A membership in any foreign Stock Exchange. 





Article 64- Any broker who violates the provisions of paragraph 1 of the previous article shall be liable to a fine equivalent to US$ 200 in Lebanese pounds for every day of delay, in addition to the disciplinary sanctions that may be taken against him.





As for the broker who violates the provisions of paragraph 2 of the previous article, he shall be referred to the Disciplinary Board.





Article 65- The Disciplinary Board may provisionally suspend the broker’s activities for a maximum of three days until the issue referred to it is definitely settled in the following cases:





The violation by the broker of the provisions of the law, By-laws or the decisions of the Committee.





The violation of the commitments he has made to himself.





Article 66- The Disciplinary Board may dismiss the broker and strip him the right of brokerage in the following cases:





The violation by the broker of the major provisions of the law, By-laws or decisions of the Committee.





The declaration of the broker’s bankruptcy.





The failure to carry out annual transactions exceeding 1( of the volume of the Stock Exchange annual transactions.  In this case, the broker may apply for his re-admission no sooner than one year after the date of his striking off.





Article 67- In the event that a foreign brokerage company wishes to carry out trading operations in the Stock Exchange, it shall establish a subsidiary in Lebanon according to the rules and abide by the provisions of the By-laws and circulars issued by the Committee, particularly those specified in article 59 above.





Chapter Three


The Brokers’ Employees





Article 68- Trading operations at the Stock Exchange, including direct transactions, are limited to the persons holding professional cards issued by the Stock Exchange’s Committee.





Article 69- Every broker shall hire at least two persons duly qualified to exercise his activities inside the Stock Exchange premises.





Article 70- The professional card is delivered upon a broker’s passing an exam on professional information. The Stock Exchange’s Committee determines by virtue of a decision the test’s material, organization and modalities of its proctoring.





Article 71- Any broker admitted in the Stock Exchange may present the candidacy of any of his employees for the professional exam mentioned above if the following conditions are fulfilled. The candidate must:


be a Lebanese citizen.


enjoy full civil capacity.


be above 25 years.


have not been sentenced with a felony, misdemeanor or with offense of drawing a check without funds, and have not been declared bankrupt.


be a holder of at least the baccalaureate (part II) certificate or its equivalent.


fulfill any other conditions announced or published in the Stock Exchange official bulletin at least one month prior to the date of the exam.





Article 72- The Committee sets the time validity of the professional cards, which will be automatically renewed in the event all the conditions are still fulfilled.





Article 73- The persons hired by the brokers undertake:


to refrain from the direct or indirect use of any of the confidential information obtained through the exercise of their duties.


to provide their customers with true and correct information.


to abide by the provisions of the law, By-laws and circulars issued by the Stock Exchange’s Committee.





Article 74- The professional card is withdrawn by virtue of a decision of the Committee if the employee violates the provisions of articles 71, 72 and 73 of these By-laws.





Article 75- A new professional exam should be organized if the trading system has been substantially amended.





Article 76- Holders of professional cards are not allowed to carry out directly or indirectly for their own account any Stock Exchange transaction, on pain of losing their card, and their being liable to a fine equivalent to ten times the transaction’s commission.





Chapter Four


The Association of Stock Exchange Brokers





Article 77- An association shall be formed from among brokers, aiming at representing them collectively and defending their rights and common interests.


This association shall be called the Association of Stock Exchange Brokers.





Article 78- The brokers association may submit to the Stock Exchange’s Committee any suggestion regarding legislative and regulatory texts relating to the Stock Exchange.





Article 79- The Stock Exchange’s Committee shall be notified of all the documents regarding the Brokers Association as well as all amendments introduced to said documents within a maximum of ten days from the date of publication of the amendment or its entry into force.
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