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Introduction: -

In line with the Shortening of the settlement period from T+3 to T+2,
Market Notice No. (027) of 2023 amended to accommodate the
Shortening in the settlement, provided that these amendments take
effect in conjunction with the implementation of the Shortening in
the settlement cycle on Monday 25 March 2024.

Regulatory framework
Covered short selling will be governed by:

1. QFMA’s Covered Short Selling Rules issued pursuant to QFMA’s
Board’s Decision No. (05) of 2022 dated 08/09/2022, see:
https://www.qfma.org.qa/Arabic/RulesRegulations/RulesDox/Covered
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2. QFMA’s Securities Lending and Borrowing Rules issued pursuant to
QFMA’s Board’s Decision No. (04) of 2022 dated 08/09/2022, see:
ttps://www.gfma.org.qa/Arabic/RulesRegulations/RulesDox/Sec
urities% 20Lending%20and%20Borrowing%20Rule.pdf

3. QSE’s procedures on Covered Short Selling [attached] and,

4. Edaa’srules and procedures for Securities Lending and Borrowing
[https://www.qcsd.gov.qa/en]

The Exchange encourages market participants to carefully read these
rules and procedures and seek any clarifications as may be required
from our Operations Department & Product and Market
Development Department. Kindly refer to the contact details
provided below.

Covered Short Selling on the Exchange

Covered Short selling will only be allowed for Market Makers,
Liquidity Providers, Qualified Investors (including Companies) and any
other cases approved by the QFMA. Kindly refer to the definition of
Qualified Investors in the QFMA CSS Rules.

Brokers must open a separate account to execute covered short
selling business for Qualified Investors (see article 7 para 1 of the
QFMA CSS Rules), and for covered short selling transactions for own
account. This designated account may be used for all Qualified
Investors’ transactions, including, margin trading, and covered short
selling transactions, in order to avoid the risks of settlement failures,
provided that procedures are followed to separately distinguish the
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transactions of each activity in accordance with QSE’s instructions.
Also another account should be designated for cash transactions.

Furthermore, as a condition to execute covered short selling
transactions for Qualified Investors, Brokers must have a specific
agreement in place with these clients covering the aspects referred
to in article 4 and 5 of the QFMA CSS Rules (including provisions with
regards to the short selling cash guarantee, short selling limits, the
lending and borrowing agent, the “locate requirements”, and steps
that are taken if short sold securities cannot be settled in time).

Brokers are required to provide reports with regards to their short sell
orders to the Exchange.

The broker is obligated to implement the judicial orders and decisions
that come with the shares related to covered short selling, lending,
borrowing, and margin trading.

Locate requirement

Under the QFMA CSS Rules, short selling transactions must be
covered. This means that at the time of entering a short sell order, the
short seller (Market Maker, Liquidity Provider or Qualified Investor as
the case may be) must have taken the necessary steps to ensure that
short sold securities can be borrowed in time for the transaction to
settle on T+2.

For this, at the time of entering the short sell order, the short seller
must have entered into at least one master lending and borrowing
agreement through a Securities Lending and Borrowing Agent, and
have taken reasonable steps to verify with the lender(s) that the short
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sold securities can be borrowed prior to settlement of the short sell
transaction on T+2 (the so called “locate requirement”).

For more details on lending and borrowing, kindly refer to Market
Notice 2023/[003].

Note that short sell orders must be limit orders and cannot be market
orders. In addition, short selling of securities immediately before Four
(4) working days of the issuer’s AGM, and short selling of subscription
rights is not allowed under article 6 of the QFMA CSS Rules.

Uptick Rule

Short sell transactions may only be executed at a price that is higher
than the last traded price in the same security (article 7 paragraph 2
of the QFMA CSS Rules). This “uptick rule” only applies to all
participants. It is the Broker’s responsibility to ensure that the short
sell order is entered in the trading system at a price that is at least
one tick higher than the last traded price in that security, keeping in
mind that a violation of article 7 paragraph 2 can lead to penalties
being imposed by the Authority. (The uptick rule is not applicable
during the pre-open & pre-close period.)
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Securities eligible for Covered Short Selling and the Exchange

imposed limits per security

The securities eligible for short selling, and the Exchange imposed
market wide short sell limits in each of those securities are shown in
the Annex.

If a security ceases to be eligible for short selling, fresh short positions
shall not be entered into. For avoidance of doubt, buy transactions
shall be allowed to cover the short position and return the borrowed
securities.

If a security ceases to be eligible for securities lending and borrowing,
new SLB transactions shall not be entered in this security. SLB

transactions shall be closed as per the SLB agreement.

Short Sell Limits

e Short sell transactions are secured by way of a bank guarantee,
which must be submitted to the QCSD by the relevant Market
Maker, Liquidity Provider or Broker acting for (a) Qualified
Investor(s). Upon receipt of the bank guarantee by the Edaa, the
Exchange will set a short sell limit in the trading system, which
equals the amount of the bank guarantee. The short sell limit
ensures that the total value of the open short positions of the
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Company across all securities cannot exceed the value of the bank
guarantee.

QSE Disclose or Short Sell Positions

The Exchange will disclose short sell positions on its website in
accordance with article 8 of the QFMA CSS Rules, on an anonymous
basis.

Contact Details:
e Market Operations Department:

Email: tarig.ahmed@ge.qa

Dir: +97444333799

Email: lamia@ge.qa

Dir: +97444333601

e Product and Market Development Department:
Email: amine.jemali@qge.qa

Dir: 497444333681
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Eligible securities are:

S [CT NP T R BT

e Current list is available in Market Notice #007 of 2023 ( Same as
the list of QSE securities eligible for the Margin Trading, Market
Makers & LP activities)

e Note: list reviewed every six months in conjunction with index
review.
https://www.qe.com.qa/documents/20181/64691d05-2806-2494-3616-
8eb54a78bc3c
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2. The Exchange will publish a daily report for total net short positions after
the Trading Day including limits specified in paragraph (1) above.

3. Listed securities breaching the limits specified in this market notice are not

permitted for short selling in the next trading day, the Company is responsible

for the verification of not selling the securities where any limit specified in this

market notice is breached.
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QFMA: Oatar Financial Markets Authority. A gl Jad dns tduagl
Edaa: Edaa. ' ] 35 cp
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Securities, according to Covered Short Selling rules | o ,
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Company: Financial services company licensed by | sa) alwall 5l gl Jas el dulall coleasd] 355 48200
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Services Law issued by the GFMA. [

| Liguidity Prowvider [LP): A Financial services | b3 o @ jasedl G0l Cladsd! 855 gl 3338
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Provider activity [
|
Market Maker [MM): A Financial services | il daoyp 3 sl cidladl Cilaasdl 358 dgedl mile

company, a member in O5E, licensed by QFMA to | - . - 5 -
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carry out Market Making activity | . & S ¥

|
Qualified Investor [QI): An entity defined as | 3 _lediel do® ins L) SU aticaal 18 Gall palisall
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1.1 This document explains the relevant Slehal dall Sl Sl didy) sda psy 1.1
procedures for covered short selling r e et @l Jmiall ipnSall e pd

1.2

procedures applicable to All Parties” QSE,
Edaa, Liquidity Provider and / or Market
Maker and / or Qualified Investors”. Q5SE and
Edaa will provide QFMA with monthly
exception reporting once the procedures are
live and notify QFMA once a vialation occurs.
QOFMA will also be provided with summary
statistics on covered shart selling volume as
stipulated
Regulations issued by QFMA.

The Company shall

account for short selling activity by the LP

open a separate |

in the Covered Short Selling |

J MM J Q. This designated account may |
then be used far all transactions including, |

margin trading and covered short sefling to

avoid risk of settlement failures, provided |
that procedures are followed to separately |

distinguish the transactions of each

activity, in accordance with the QSE's |

instructions. It is important to note that
short selling is enabled at the NIN level for

LP/dinA/ QL. A separate account should be |

designated for cash transactions. The
Company must verify that its client does
not have a margin trading activity with
another broker,

LP / MM is permitted to conduct covered
short selling of the Eligible Securities for
performing bona fide liguidity provision [/
market making activity (Edaa to enable the
LP / MM NIN for covered short selling)
under  approved  arrangements  as
described below. LP / MM NIN may have
one designated trading account for all LP
and MK activity (ETF units, basket trades
and single stocks) or the LP may maintain
segregated trading accounts for each specific
praduct under tha LP / MM NIN and tl.'re.I_F'f
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MM undertakes to conduct covered short |

selling in the Elgible Securities.

The Company undertakes ¥u_pmuin‘e to Edaa |

an incremental bank guarantee (IBG) wherein
Edaa is the sole beneficiary, whereby the role
of Edaa is only limited to safe-keeping and
liguidation of the 1BG as deemed necessary, to
cover the cumulative open short sell positions
in the LP / MM / Q) NINs, Edaa will not enter

the IBG details in its system. Edaa will send a |
copy of the 18G to Q5E, including the value of |
the IBG. QSE will add the IBG details in its |

trading systems. In case the Company needs
to increase the limit for covered short seli
position, it shall submit additional guarantees
in the form approved or increase the amount
of incremental bank guarantee. QSE will
update the “Short 5ell Limit” equal to the IBG
and natify Edaa same day during end of day,
The value of the total open short position of a
Company across all securities on any given
trading day cannot exceed the Short Sell Limit.
If the entire covered short sell limit is used in
one day (T}, Company should increase amount
of incremental bank guarantee for activity on
T+1 and T+2

The Company undertakes that it will employ |

all necessary measures to not breach the
covered short sell position beyond Short Sell
Limit. Such undertaking shall be submitted to

Edaa and attached to the LP / MM agreement |

between the LP / MM and the QSE or the
Company and the OS5E. In case the Company
doesn't employ the necessary measures and
breaches the short sell position they will be
penalized according to OFMA's regulations in
this regard, QSE will notify QFMA and Edaa in
the event the short sell limit is breached in
writing on the next working day after market
close. Company shall cover all short positions
on T+2.
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In all cases the LP / MM undertakes to not
exceed individual ownership limits in Eligible
Securities which mentioned in the article of
association of the companies. QSE will
monitor the holdings in two NINs of the
Company;i.e., Own Portfolio NIN and LP / MM |
Activity NIM to calculate the sum of holdings
in the two NINs. The monitoring tool will '
generate alert if Cumulative Individual
Ownership Limit for a stock exceeds the
individual ownership limits specified for that
stock. Edaa willinform the Company to make |
the necessary correction without any
responsibility on Edaa.

Edaa will send alerts to QSE when the LP / MM
exceeds 60% of ownership limit  [Any
transaction after will be alerted with
percentage details) in any of the Eligible
Securities. And in case of exceeding the
ownership limit {100%) QSE will suspend any
further buying for the LP's / MM's MINs
(including Own Portfolio) after receiving the
exceeding 100% alert and inform Edaa. 1t will
be the responsibility of Company to reduce
the holdings to allowed Individual Ownership
Limit level as it was earlier. Edaa will inform
the Company to make the necessary
correction without any responsibility on Edaa.

Edaa will repart the breach to QFMA as well,

Major Shareholders report published by Edaa
will only reflect holdings on the Own Portfolio |
MIN of the LP / MM in case it exceeds 5% of |
the capital of the company in a given stock. |
| The company is obligated to provide detailed
| reports on all operations executed on the account
designated for covered short selling, including
coveraed short selling, lending, borrowing, and
margin trading. (this is in case one account is used
for all transactions).
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1.5 QSE shall configure its trading system such
that any short sell order and trade shall |
reduce the Company's incremental bank
puarantee settlement cap cash balance (Short
Sell Limit) eguivalent to the amount of total
short sell position. In addition, Q5E shall limit
total short sell position such that the
Company cannot breach the Shart Sell Limit as
per article 1,3 above. And the settlement limit
of the Company facilitating covered short
selling shall not be increased due to short sell
transactions, QSE shall inform Edaa on the net
short sell position by the Company via email
by 03:00 PM on a daily basis after settlement.
Edaa will disable covered short selling in a
specific Eligible Securities for two settlement
cycles prior to their respective AGM,

Cildaall | Lopslad g_
I U3 o kel BpiSall o gl Slekas 2.1

2. Process

2.1 Short sell trades covered by a Securities

Lending & Borrowing or same day buy
transactions:

Execution of Securities Lending & Borrowing
(SLB} tramsactions shall be carried out via
Edaa 5LB System as per QFMA SLB
regulations, QCSD SLE Procedures and O5E
Market MNotice related to 5LB.

211 P /S MM S QO must provide any proof to

212

Edaa that he has (5LB) arrangements
before he short sell. Company shall submit |
an 5LB transaction in 5LB system as per |
Edaa SLB procedures to ensure delivery of |

shares on the settlement date,

In case the LP / MM [ QI fails to cover the
open short position on the settlement day
(T+2), the “failed trades risk management
procedures” will be applied

el ddiee S e gl ALl GLaY alABl

¥ e dadlall Gl ABlg alE] il il el
Ayl poly) g LBV el pla) pllas
Adlall Bl 1Bl Lald] olss gl et

/gl gl [ Wgaadl 293 e 2,101
e opedl pldll L8 Jagell jeliell
oAl deld Ly Lo Jlagl elBgaSall
oaldl Sluia Jesadl ol Adladl 3y
pedds Sl Jey plaa] A58 1 alAbly
pllas § el @hs¥ alisl 5l ol dlas

| Slelf e bl 31531 al Bl 1,3

Auguaill Frali g et dugass Olasial Bl

atiaall { Bgaall pilio f a) sl :5;,4._].:,_'151&._"; 21,2 |

i gll g aSall e gl 551 ddais Jagall
Doz e «[T+2) Dgasdll ps § pgsd) 5]



Market Operations Department

| 2.2

2.2.1

2.2.2
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Counterparty of short sell trade rejects the .

trade:

Mote: Such a scenario may occur where the

counterparty of LP / MM / Ql is a custody |

client or selling QI is a custody client and it

rejects (not final rejection) buy or sell leg of |

the trade.

In case the counterparty is a buying client
and rejects a buy trade, the settlement
obligation (cash obligation) shall move to
buying Company and trade shall settle on
T+2. The rejected buy trade will be moved
to the DSMR account if it's settled,
otherwise it will remain restricted in the
trading account until the shart position is
covered and the trade is settled

In case the Q) rejects its sell trade, the
sottlernent obligation (shares obligation) shall
move to the selling Company by creating
negative balance in the account of selling

Company, and the cash abligation will be with |

the custodian. A late confirmation no later than |

T+4 shall be permitted for the selling Company
to deliver the stocks. The selling broker should
provide the securities to cover the negative
balance in its account through any of the
following:

a) Own portfolio, if sufficient shares exist.

b) Buy-ins functionality on the Edaa
Systemn.

c) Buy the securities from the regular
market to cover the failure.
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program.
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