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Requlation of Subscription in the Primary Market of Government Bonds

Chapter One

Requlation of Subscription in the Primary Market of

Government Bonds

1- Decision of Issuance

It includes all issuance terms.

2- Publication of Issuance

QCB is responsible for publicizing the issuance.

The publication contains all the mentioned terms in decision of issuance, as well

as receipt dates of bids.

When subscription offer is limited to banks operating in the State of Qatar,

official letters shall be addressed to them.

When public subscription offer includes banks and customers, it shall be
published in newspapers and announced on television.

3- Subscription

It shall be conducted according to the following rules:

QCB shall receive the bids of the subscribers within three days, from 9:00 am. to
11:00 am.

The first day shall be assigned to receive bids of all banks operating in the State of
Qatar.

The next two days shall be assigned to receive bids of the customers through
banks that are only public debt agent banks, that include:

- Qatar National Bank

- Commercial Bank of Qatar

- Doha Bank

- Al-Ahli Bank
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- Arab Bank
-  HSBC Middle East
- BNP Paribas Bank

Bids shall be submitted by banks or customers (through public debt agent banks)
using the SWIFT message no. (MT198) assigned to each.

The subscriber may submit more than one bid; each by a separate message.

4- Allocation

It shall be conducted according to the following rules:

Allocation shall be conducted in the third day after the deadline of receiving the
bids.

Allocation to banks and customers shall be conducted according to the issuance

decision.

QCB shall notify the banks of allocation results (for banks and customers) using
the SWIFT message no. (MT 999).

The agent banks shall send a notification to their customers to which government
bonds will be allocated.

5- Collection

In the morning of the fourth day, QCB shall collect the value of the government
bonds, allocated to banks and customers by debiting the clearing accounts of the

banks.

The agent banks shall collect the value of the government bonds allocated to their
respective customers by debiting their accounts or by any other method upon

which both parties agree.

6- Fees of Agent Banks

QCB shall pay a commission for the public debt agent banks as 0.01% for each
QR 10,000, which has been allocated to their customers.
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e The due value of the commission shall be credited to the clearing account of the
agent bank.

e The customers shall be exempted from paying any registration fees.

7- General Rules

e When collecting the value of the allocated bonds, or paying the agent banks'
commission, the specified SWIFT messages shall be used, or the TELEX system
shall be used for the banks that have not implemented the SWIFT system yet.

¢ QCB shall not be responsible for the SWIFT messages with incorrect data or that
sent after the deadline of accepting the bids.

8- Management

The Public Debt, Banking Affairs and Issuance Department shall manage and

supervise the procedures of subscription operations in the primary market.
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Transferring the Ownership of Public Debt Securities

Chapter Two

Transferring the Ownership of Public Debt Securities

Procedures of transferring the ownership of bonds among banks:

e When the bank conduct operations of selling and purchasing government bonds,
it should notify QCB (Public debt, Banking Affairs and Issuance Department) of
the following data:

Issuance Number, Operation Date, Seller and Buyer Names, and Bond Numbers.

e The accrual interest shall be paid to the bond holder on the due date of the
interest.

e QCB shall collect QR 10, which are recovered from the buyer, against any

registration of transferring the ownership.

e QCB would not change the records of public debt securities ownership, unless it

has received confirmation from both the two parties.
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Circulation of Government Bonds in Secondary Market
Chapter Three

Circulation of Government Bonds in Secondary Market

1- Banks (Public Debt Agent Banks) must meet all requirements (SWIFT messages,

customers' contracts, and accounts system).

2- Government bonds will be circulated in the secondary market according to the
following controls using the electronic system:

2/1 Transactions for Benefit of the Customers

Banks wishing to purchase or sell government bonds or to hold such bonds on
behalf of the customers are required to apply to QCB for being authorized to act
as an agent for government bonds.

To act as an agent or a broker of government bonds, a bank should get QCB's

approval and take procedures as following:

2/1/1 Written agreements shall be prepared to be signed by all customers wishing
the bank to be a broker for purchasing or selling of government bonds.
This agreement should include:
- Type of services, rights and commitments for each party;
- Commissions, fees, any other charges to be paid by customers; and

- Procedures of settling disputes between the two parties.

2/1/2 Policies and procedures related to execution of customers' orders,
including the following:

- A written manual of all policies and procedures concerning customer
transactions should be set;

- All customers' orders should be immediately recorded (with a stamp of
registration date);

- Practical procedures of transmitting all customers' orders to the
market immediately (by setting a mechanism to make sure dealing
room receives and immediately perform the customer's orders);

- Notifying the customers of the processed operations, sending the
confirmation to both two parties (seller and buyer) and sending the

settlement instructions electronically; and
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Procedures of the non-performing operations (transactions that have

not been settled).

2/1/3 Setting policies and control procedures on customers' transactions of

government bonds, as following:

Policies to avoid conflict of interests;

Risk controls in terms of requiring payments or ensuring the pre-
approval of granting the credit line; and before transaction is carried
out.

Ensuring the suitability of these investments for the customer.

2/1/4 Preparing the agreement to be signed by all customers who wish the bank

to act as an agent for purpose of holding of government bonds. This

agreement may be separate or included in the brokerage agreement.

2/1/5 Setting policies and procedures for agency, including:

Performing of all transactions immediately;

Adding all interests and base amounts immediately;

Ratifying all transactions immediately and sending the statements to
customers periodically;

Setting proper control procedures including settling between the
customer's account and the agent bank that holds the government
bond at QCB, and periodically reviewing by independent internal

auditor.

2/1/6 Comprehensive review on the system and procedures. Thus, banks should
check that:

The paid amounts, including the due interests, have been correctly
calculated.

Customers' government bonds have been held separately from those
owned by the bank, so that, under no circumstances, the bank could
not dispose of or use them for repurchase transactions or for any other

purpose.

2/2 Main Transactions for Benefit of the Bank

Each bank, that wishes to be a market maker, through purchasing and selling

government bonds for its own account, is required to get the approval of QCB.

Each bank will need to demonstrate that the bank has efficiency, resources,
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policies and procedures in order to perform these activities accurately and in a

sound manner that does not potentially endanger the bank's resources and

deposits of its customers to any risk. The following are the main elements that

will be reviewed by QCB:

2/2/1 Risk management system:

It should be able to identify, quantify and control types of risks (related
to market, finance, credit, liquidity, settlement, operations and legal
affairs) and all activities of the bank as a market maker of the
government bonds, and

Controlling Repo risk (such as default risk)

2/2/2 Internal control and operations:

Separating work of the executive employees from that of support for
the executive operations;

A written manual, setting all policies and procedures related to market
making activities;

Transactions' documents saving system;

Reporting systems that provide data on trading in the market, owned
bonds and their interests based on the prices provided by independent
sources, confirming the ownership data of these bonds, and reconciling
the balances with QCB's periodical statements;

Periodical review by the bank's internal auditor; and

Support system for all the related procedures of the operational,
control, risk management, as well as for analytic and trading support.

2/2/3 Qualified staff with an experience in market making activities.

2/2/4 Appropriate policies for market making activities, including:
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Policies of conflict of interests (for example, when the bank's
employees perform market activities or use any undeclared data of
purchasing and selling operations); and

Applying principles of conduct with which the employees should be

acquainted.
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