SECTION VI





The Trading Regulations 





Chapter One


The Orders








Article 115 - Every order of the Stock Exchange should be limited to one kind of security and include the following:  





The nature of the transaction (purchase or sale) 


The specifications of the securities 


The number of securities traded 


The price of traded  securities (fixed price or market price). 


In general, any necessary information needed for the good execution of the order, specified and published by the Stock Exchange Committee one week before the date of its entering into force. 





Article 116 - The orders given in the Beirut Stock Exchange are either: 





- at a “fixed price” 


- or at the “market price”. 





The orders are deemed to be valid  only for the determined period agreed upon in every order. 





Article 117 - The selling and buying order at a “fixed price” is the one issued by the customer with the price fixed. The buyer fixes the maximum price he is ready to pay, and the seller fixes the minimum price for which he agrees to assign his securities. 





The order is considered fully carried out at the first equilibrium price. It is transferred when the fixed price is: 





- Higher than the “equilibrium price” if the order is a buying order


- Lower than the “equilibrium price” if the order is a selling order 





In case the “equilibrium price” is equivalent to the “fixed price”, the order is not carried out unless the market allows that. 





Article 118 - The “fixed prices” in the orders should be in accordance with the difference in pricing authorized during the Stock Exchange’s sessions; otherwise, the orders are automatically canceled. 





Article 119 - The “market price” orders are the orders given to the brokers without fixing the price, and are executed according to the market’s terms.  





Article 120 - The orders given by the customers to the brokers are listed in the Stock Exchange computerized trading system at the time and according to the terms determined by the Committee. 





Article 121 - The timed order becomes null and void when the stipulated deadline expires. 





Article 122 - Every broker is considered directly responsible for the orders he enters in the  computers of the Stock Exchange trading system. He should verify the order issuer’s quality, civil capacity and solvency before accepting it and depositing the securities to be sold with the authorized body to carry out the payment and delivery operations. 





Article 123 - In general, the brokers should not give priority to orders given by a specific person at the expense of other orders given by any other issuer. 





Article 124 - The Chairman submits any violation of the provisions of this chapter to the Disciplinary Board. 





Article 125 - The Stock Exchange’s Committee determines the operational details relating to this chapter. 





Chapter Two 





The Trading Operations on the Floor





Article 126 - The Beirut Stock Exchange adopts the pricing system known as the “Fixing System”, using the Stock Exchange computerized trading system.





Article 127 - The above system enters into force in accordance with the timing determined by the Stock Exchange’s Committee. 





Article 128 - The pricing system shall include the following chronological stages: 


First stage: The brokers transmit and enter the orders in the Stock Exchange’s computerized  trading system which is put at their disposal within the pricing system without meaning in any case the completion or execution of the trading operations. 


The brokers can also declare explicitly at this stage their direct transactions outside the Stock Exchange, in accordance with the provisions of Article 148 and its onwards of the present By-laws. 


Second stage: The buying and selling orders, which are registered separately for each security are compared electronically, and the price is fixed if the comparison authorizes it. 


Third stage: in case of a difference between the buying and selling orders at the equilibrium price, the brokers may enter additional orders at the “equilibrium price” and only in the opposite trend of the imbalance in order to reduce the imbalance. 


Fourth stage: The number of traded securities in the Stock Exchange (except for the direct transactions carried out outside the pit), the fixed price and the trading terms shall be declared for every security. 


Fifth stage: A final list of executed orders shall be printed. 


A list of the direct transactions executed by every broker outside the pit and accepted shall also be printed, with the determination of the payment and delivery terms. The list shall be transmitted by the Stock Exchange to the authorized body to carry out the payment and delivery operations. 


Sixth stage: The orders which have not been executed in the Stock Exchange during the  pricing session are canceled from the trading system. 


Finally, the Stock Exchange announces the closing of the session. 





 Article 129 - The Committee, in order to improve the good functioning at the Stock Exchange, can modify the pricing time or carry out more than one price fixing daily. These amendments should be declared in advance in the Stock Exchange’s bulletin at least one week before entering into force. 





Article 130 - The computers of the trading system pertaining to the pricing system are used by the holders of professional cards, hired by the broker on his own responsibility. The broker can be referred to the Disciplinary Board on the basis of recommendations given by the Stock Exchange. 


The tasks which can be carried out are limited to the following: 


Data entering of Stock Exchange orders. 


Review of the entered orders


The printing of a copy of the entered orders, their amendment or cancellation. Any other use except these - and on pain of withdrawing the professional card- is prohibited, namely for the connection of the computerized pricing system to any other equipment or other computer systems. 





Article 131 - The holders of professional cards among those hired by the brokers may enter their orders manually in the computerized trading system pertaining to the pricing system or via a magnetic floppy disk containing all of the orders. 





Article 132 - The orders which do not conform to the pricing terms set for the session are rejected. Every broker should undertake the necessary procedures towards his customers. 





Article 133 - The Stock Exchange’s Committee determines the operational details pertaining to this section. 








�



Chapter Three


Pricing 





Part I 


General Provisions 





 


 Article 134 - The Stock Exchange’s Committee determines for every category of securities and for every market the pricing procedures which should be implemented. It also determines the pricing frequency and the maximum variance which should be respected with regard to the pricing of the previous session, in addition to the pricing variance, which can be adopted to move from one price to another. 





Article 135 - The Committee sets for every security the pricing unit (a monetary unit or in percentage of the nominal value). 





Article 136 - The pricing of bonds quoted in percentage shall be noted at the “bottom of the coupon”,  i.e., the eventual cumulated interest is not taken into account in the pricing. 





Article 137 - The value of the cumulative interest on the pricing day, and calculated according to the rules set by the Committee shall be published in the Stock Exchange’s official bulletin. When carrying out payment and delivery operations, the buyer should pay the seller this value which corresponds to each bond. 











Part II 


Ordinary pricing





Article 138 - Pricing is the result of the comparison between the buying and selling orders entered by the brokers during the trading session at the Stock Exchange, and in accordance with the terms set by the Stock Exchange’s Committee. 


The orders are transmitted to the Stock Exchange individually without the possibility of merging them and without previous clearance between the buying and selling orders for the same security. 





Article 139 - A single price is determined for every security, referred to as the “equilibrium price”. All transactions are considered to be executed on the basis of this price, which represents the “reference price” with regard to the following session. 


  


Article 140 - The “equilibrium price” is determined according to the following principles: 





Increasing the number of traded securities to the maximum.


Reducing the variation between the volume of demanded securities and the volume of the offered securities to the minimum. 


Reducing the price variation from the previous closing to the minimum.





Article 141 - In the event the orders do not allow the determination of the “equilibrium price” either because of the absence or due to the insufficient number of compared orders, the Stock Exchange may publish a statement of the entered orders. 





Article 142 - If the issuer wishes to guarantee permanent pricing and market liquidity, it can ask one broker to play the role of the “market maker” in order to increase the number of traded securities. 


In this case, the broker should sign with the issuer a “cash contract” by virtue of which the obligations of both parties are determined. The contract is subject to the prior approval of the Committee, on pain of referring the issuer and the broker to the Disciplinary Board. 





Article 143 - The Stock Exchange Committee determines the operational details relating to this chapter. 





Part III 


Special Pricing 





Article 144 - Every security repriced after its suspension, or quoted for the first time is subject to pricing procedures referred to as “special pricing’. 


The terms and precise procedures of the pricing are determined by virtue of a decision taken by the Committee and published in the official bulletin of the Stock Exchange, at least two Stock Exchange sessions before the pricing date. 





Article 145 - The Committee may determine the maximum price variance which can be dealt with in comparison with the price fixed by the listers of securities for the first time, or with the last pricing before suspension. 





Article 146 - In case the demand does not allow the pricing of a security according to the terms stipulated in the statement of listing, pricing is postponed and the Stock Exchange publishes a statement of the entered orders. 





Article 147 - At the end of the pricing session, the Committee shall publish a statement in the  official bulletin in which it mentions the results of the session (the fixed price, the number of traded securities) and the terms to which pricing will be subject in the following days. 




















Chapter four 


Miscellaneous Provisions





Part I 


Direct Transactions 





Article 148 - The brokers of the Beirut Stock Exchange are allowed to carry out with one another “direct transactions” outside the Stock Exchange, in accordance with the rules hereinafter. 





Article 149 - The Stock Exchange Committee should fix a specific value for every security, below  which no direct transaction can be carried out outside the Stock Exchange. It should also determine the price variance for each security. 





Article 150 - The direct transactions taking place outside the Stock Exchange cannot be carried out in case of special pricing, or suspension of the security’s pricing. 





Article 151 - The direct transactions taking place outside the Stock Exchange should be announced according to the date fixed by the Committee, and, in any case, before the next session. 





Article 152 - Each counter-broker should inform the Beirut Stock Exchange about the direct transactions carried out outside the Stock Exchange. The announcement should include:


The code of the securities. 


The number of securities.


The price. 


The code of the counter-broker.


The nature of the operation, i.e. buying or selling.


The shareholder’s number with regard to the nominal shares or the temporary number in the event he is a new shareholder in the issuing company. 


The nature of the account (personal account, customers’ account, indirect customers’ account, cash contracts’ account) 





Article 153 - The broker may be himself the counter-broker. 





Article 154 - The Stock Exchange registers the direct transaction taking place outside the Stock Exchange in the following cases: 


If the price conforms to the pricing variance authorized by the Committee. 


If the two parties’ declarations are totally complementary. 


If the transaction conforms to the above articles of this section. 





Article 155 - The Stock Exchange proves to both parties the completion of the direct transaction taking place outside the Stock Exchange. 





Article 156 - The « direct transactions » taking place outside the Stock Exchange at the payment and delivery level are separated from the other transactions carried out through the pricing system. 


If one of the parties fails to fulfill its commitments, the Stock Exchange cancels the direct transaction, and should the need arise, refers the case to the Disciplinary Board.  





Article 157 - The bank guarantee given by the brokers does not cover the direct transactions taking place outside the Stock Exchange. 





Article 158 - The Stock Exchange publishes in its official bulletin the daily volume of the direct transactions taking place outside the Stock Exchange and related to all kinds of securities, and the average registered price, provided that these direct transactions are neither processed nor referred to the authorized body by the Committee to carry out the payment and delivery operations, except when both parts set the operation with the same terms.  





Article 159 - The Stock Exchange Committee should authorize at any time the execution of direct transactions inside the Stock Exchange, in the event the value of the operation does not exceed the value set in accordance with article 149 above provided that the Stock Exchange Committee sets the practical details for carrying out these transactions. 





Part II 


Commitment to Sell or to Buy 








Article 160 - Any commitment to buy or to sell a movable security traded in the market should be registered in the Stock Exchange which announces this in its official bulletin. 


The price of the execution of the commitment is either the price fixed at the date of exercising the option right or the average of the last fixed prices until the date of exercising the option right. 





Part III 


Tender Offers





Article 161 - Any investor or group of investors (referred to below as “the bidder) wishing to own more than 10% of the voting rights in a company quoted in the official or secondary market, or wishing to acquire the absolute or specified majority in this company, should present a draft for a tender public offer or bartering via a financial broker. 





Article 162 - The bidder should support his draft presented to the Committee with the following documents: 


A description of his intentions regarding the administration of this company, and the number of securities he owns, as well as the voting rights he enjoys. 


The minimum and maximum numbers of securities and voting rights he wishes to acquire via this operation. 


The price proposed in cash and the terms of the barter.   


A commitment not to refrain from the above-mentioned terms, accompanied by the relevant financial guarantees. 








Article 163 - The Committee suspends the pricing of the security subject of the offer as soon as it deposits the file, until the tender public offer draft is settled. 





Article 164 - The Committee may require from the bidder within five days of the date of filing the application any other guarantee or additional clarification. The Committee can also ask the bidder to modify the offered terms if it deems necessary, and in the interest of the investors and the market in general. 





Article 165 - Upon issuing the Committee’s decision to accept, a statement should be published in the Stock Exchange official bulletin detailing the terms of the operation, namely the maximum deadline for the submitting of documents provided that the period of the offer is not less than ten Stock Exchange sessions. 





Article 166 - The security is repriced within the ordinary terms immediately after the publication of the Committee’s decision. 





Article 167 - Any seller wishing to offer his securities against the offer should notify the concerned broker. 





Article 168 - In the event an investor or another group of investors presents a counter-proposal, this counter-proposal cannot be considered unless the counter-price exceeds the price of the current offer by more than 5%. 





Article 169 - The investors can at any time within the period of the offer modify the instructions of filing given to their broker. 





Article 170 - The bidder and the persons working with him during the period of his offer until the publication of the final statement of the closing are not allowed to intervene directly or indirectly in the market of the company’s traded securities, and in general in the market of any company’s security involved in the offer.





Article 171 - At the end of the offer period, the Committee publishes the bidder’s decision in the Stock Exchange official bulletin, i.e., if he wishes to maintain his offer or not. 


In the event he does not wish to maintain his offer, the Committee should fix a date to return the securities to the investors. 


In the event he wishes to maintain his offer, the Committee should fix the number of securities acquired by the “bidder”. 








Chapter Five


General Regulations Regarding the Payment and Delivery Operations 





Article 172 - The provisions of this section apply to the payment and delivery operations pertaining to securities resulting from trading. 





Article 173 - Payment and delivery of securities result from every buying or selling operation. Both payment and delivery operations are interrelated and simultaneous, and take place through any body authorized by the Stock Exchange’s Committee. 


This exchange is carried out in accordance with the terms set by the Stock Exchange. 





Article 174 - All of the brokers and the issuers should join in advance the above-mentioned committee in case it is authorized and undertake to conform to its special regulations on pain of their dismissal. 





Article 175- In the event that the market situation of a specific security does not allow the delivery of said security, the Stock Exchange Committee is entitled to decide to substitute monetary compensation for the commitment to deliver the securities; the amount of said compensation shall be determined by the disciplinary board according to the last quotation.





Article 176- The payment and delivery time limit is set to three days whatever the type of securities and transactions carried out, except the repurchasing operations carried out by the Stock Exchange, which shall be completed in one day.





Article 177- The brokers shall open securities accounts with the authorized body in order to carry out payment and delivery operations.





Article 178- The brokers shall keep their own securities and funds in separate accounts from those of their customers, on pain of disciplinary sanction.





Article 179- Whenever a transaction is confirmed in the Stock Exchange, it becomes final and irrevocable.





Article 180- Brokers shall open an account either with the Central Bank, if authorized by the applicable laws, or with a bank operating in Lebanon, or through the authorized body in order to carry out payment and delivery operations.





Article 181- The broker is deemed to be debtor of the amount representing the price of the securities in case he enters a purchasing order in the Stock Exchange computer trading system upon his confirming of the transaction, and debtor of the securities that form the subject matter of the confirming transaction in case he enters a selling order in the said system.





Article 182-  The brokers responsible for payment and delivery operations are bound on pain of disciplinary sanctions to own the securities and funds relating to their commitments, so that the body authorized to carry out payment and delivery operations can fulfill the operations assigned to it by the Stock Exchange.





Article 183- Each broker working on his behalf or on behalf of another broker shall at the end of each Stock Exchange session receive the following documents:





A list with all the traded operations and the entity in charge of carrying out the payment and delivery operations pertaining to them regarding each order separately.





The net situation of the securities and funds resulting from the traded operations with regard to  each security.





Article 184- In the event that a stock event occurs on securities listed on the Stock Exchange, the Committee shall determine their effects according to the nature of the operation.





Article 185- In the event that provisions in securities or in cash are insufficient, the body authorized to carry out the payment and delivery operations will do so according to the following priorities:


 


The repurchasing operations carried out by the Stock Exchange


Recycling operations


Ordinary transactions


Direct deals carried out outside the Stock Exchange





The broker shall receive a list of his suspended transactions without designating the counter parties.





Article 186- The Stock Exchange Committee determines the implementory details regarding this chapter.








Chapter Six


Settlement of the Issue of  Default of Payment and Non - Delivery





Article 187- The body authorized to carry out payment and delivery operations shall immediately transfer to the Stock Exchange, all details regarding the operations that were not settled at the end of the time limit set for the delivery of the securities, against the payment of the price in cash.


The Committee shall immediately warn the offending broker so that he settles his situation.











Part I


The Settlement of the Issue of Default of Delivery of Securities





Article 188- The defaulting broker shall, as soon as he is notified by the Stock Exchange of his default on the delivery of securities, immediately take corrective measures, either by transferring securities from one of his accounts or issuing a purchasing order in the market.





Article 189- If the default issue is not settled at the end of the third Stock Exchange session following the notification, the Stock Exchange may issue a repurchasing order on behalf of said defaulting broker, who shall be inevitably referred to the disciplinary board and suspended from work.





Article 190- In the event that the issue is not settled at the end of the sixth Stock Exchange session following the notification of the defaulting broker, the Stock Exchange may resort to a repurchasing operation outside the pricing session.


This repurchasing is carried out on behalf of the defaulting broker according to counter auction procedures.





Article 191- The broker who fails to deliver the securities shall bear the price difference if any, as well as a penalty equivalent to one per mill of the value of the transaction, with a minimum of $10 or its equivalent in Lebanese pounds, in addition to the other disciplinary sanctions. The broker should not benefit from any price difference if it is in his favor but, in this case, the price difference is transferred to the Stock Exchange’s account.





Part II


The Settlement of Default of Payment Issue





Article 192- The defaulting broker shall, as soon as he is notified by the Stock Exchange of his default of payment, immediately take the appropriate measures to settle the issue before the following Stock Exchange session.





Article 193- In the event that the broker does not settle the issue of his default of payment during the following session, the disciplinary board should preventively immediately suspend the broker’s activities.





Article 194- In the event that the broker cannot settle the issue of his default of payment during the Stock Exchange session following the suspension of his activities, the disciplinary board shall dismiss him once and for all and execute his bank guarantee. The proceeds of this guarantee should be primarily allocated to settle the obligations of the defaulting broker with reciprocating partners.











Chapter seven


CONTINUOUS TRADING OPERATIONS 


Part One 


General Provisions





Article 194(1)


In addition to the "Fixing System" stipulated in the chapter two of this section, the  BSE´s  committee can price any security or financial right listed in any of the BSE´s markets through the continuous matching between supply and demand orders (i.e. the Continuous Trading System ) through a mixed system including both mentioned systems.








Article 194(2)


In order to conduct trading and pricing operations, the BSE adopts Electronic Trading Systems operating through computers .  But the BSE´s committee still has to adopt , for a certain period or for specific circumstances, manual trading systems by shouting, through circulars issued by the committee.











Article 194(3)


The BSE´s committee issues implementory detailed circulars by virtue of which it defines the trading and pricing system it decided to adopt , in accordance with the market´s requirements, the trading and pricing timing, the trading and pricing regulations, along with the selection of some of the rules, mechanisms and techniques stipulated in these By-laws.








Part Two


Continuous Trading System





Article 194(4)


The buying and selling orders entered by the brokers in the BSE are matched on the floor of the BSE or through it electronically, under the supervision of the BSE´s committee.





Article 194(5)


Each selling or buying order entered at the BSE must be registered in a registry called: " Centralized Registry for Orders " . It is a numbered registry, divided into separate columns Where each order entered by the broker has a specific number, date and timing.


Moreover, the order's price must be specified , along with other details determined by the BSE´s committee.





Article 194(6)


In the case of identical prices between two buying orders or two selling orders, the principle of the first to enter the orders, in accordance with the chronological order in the Centralized Registry for Orders, is applied in the execution of the trading operation.





Article 194(7)


The execution of trading operations in the continuous pricing system is based on the principle of: " First to implement / first to register the order in the Centralized Registry for Orders", ( first in / first out), provided the 2 orders have equivalent prices. 


Prices are equivalent whenever a buying order is entered at a price equal to or higher than a correspondent selling order, or when a selling order is entered at a price equal to or lower than a correspondent buying order . Then, the trading operation is executed at the price of the correspondent entered offer.


In case the buying or selling entered order is equivalent to many correspondent orders with different correspondent prices, better than the entered buying or selling order's price, the operation is executed at the best correspondent price. In case the correspondent quantity is not enough to execute the whole entered order, the second best offer is executed, and so forth , until the execution of the whole quantity,


    provided the trading rules determined by the BSE´s committee allow it.


4- In the case of a partial execution of the entered order, the remaining quantity is still 


    entered at the same price if it complies with the trading rules determined by the


    BSE´s committee





Article 194(8)


The trading operation is published as soon as it is executed , in accordance with the conditions defined by the BSE´s committee by virtue of a circular published by it.





Article 194(9)


Orders are entered in any of the BSE´s markets without a previous clearance between  buying orders and selling orders on the same securities.





Article 194(10)


The BSE´s committee can, when necessary , publish a reference price for supply or demand on any of the listed securities, in specific cases related to the security or financial right status ( First issue, re-trading after suspension…).








Article 194(11)


The BSE´s committee issues circulars defining trading regulations for each listed security or financial right , particularly the allowed Limit up/ Limit down, the pricing frequency, the step of quotation, along with other trading details and techniques. The BSE can determine a minimum value for each selling and buying order. It is prohibited to carry out any trading operations or even enter any orders that are not in accordance with the trading regulations set up by the BSE´s committee, on pain of declaring them null and void.





Article 194(12) 


The chairman of the BSE´s committee can interfere in the market through an urgent decision regarding the suspension of trading in any of the listed securities or financial rights, to ensure the market´s safety, for a renewable determined period.





Article 194(13)


The BSE´s committee can optionally , and for the sake of the market´s interests, adopt two optional stages preceding the continuous trading stage . The stages are the following: 


* The pre-opening stage:


It is the stage where brokers enter the orders in the computers of the automated trading system, in accordance with the timing and conditions set up by the BSE´s committee. In the meantime, brokers can also modify or cancel any entered orders.


* The opening stage: 


It follows immediately the previous stage. During this stage, the orders entered during the previous stage are matched in accordance with a system defined by the BSE, without the possibility of entering, modifying or canceling any orders during it.


After this stage, an equilibrium price is fixed for each security or financial right . It can be the reference price for the third trading stage that includes entering, modifying, canceling  and matching continuously the orders.





Article 194(14)


The BSE´s committee can adopt the two optional stages mentioned in the previous article to set up the reference price. It can also adopt the closing price of the previous trading session as a reference price, without resorting to these two stages.





Article 194(15)


The BSE´s committee defines the rules and criteria for calculating the closing price of the continuous trading session, by virtue of a circular it issues.








Article 194(16)


When the BSE´s adopts the Continuous Trading System, it shall apply on it the provisions of the chapter 7 of the section 6 of the By-laws of the BSE, along with the implementory circulars issued by the BSE´s committee by virtue of Article 194(3)
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