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Appendix S17
to the Clearing Rules
Of CJSC RTS Clearing Center
METHODOLOGY FOR ALLOCATION OF A TRADING PARTICIPANT TO A GROUP OF TRADING PARTICIPANTS
Article 1. General provisions
1.1. For the purpose of reducing the risk of default on trades with partial collateral the Clearing Center divides the Clearing Participants who act as trading participants in the electronic trading mode into groups.
1.2. The shareholders' equity and financial status requirements as well as limits for the size of trading participants’ obligations under securities trades that are subject to clearing differ across trading participants groups.
Article 2. Groups of trading participants
2.1. For each group of trading participants the Clearing Center establishes:

а)
a limit for outstanding penalty interest and/or fines payable to the Clearing Center;

b)
a dependence between the volume of unsettled trades and the total collateral amount posted in the collateral accounts for which trading participant is registered as a person whose trades are guaranteed by the assets posted in the collateral account;

c)
a threshold coefficient of a Margin Call used for determination of the threshold value for issuing a Margin Call.

2.2. The number of trading participants groups, criteria for allocating a trading participant to a specific group as well as the quantitative features of each group specifed in Clause 2.1 herein are established in the Parameters of the settlement guarantee system of CJSC RTS Clearing Center (hereinafter Guarantee system parameters) approved by the Clearing Center.

2.2.1. The Guarantee system parameters are published on the RTS website at http://www.rts.ru/en/.

2.3. If the Guarantee system parameters are reviewed, the information on any changes is communicated to the trading participants using the EDC system of RTS and published on the RTS website at http://www.rts.ru/en/ not later than one business day prior to the effective date for the given changes.

Article 3. Procedure for initial allocation of a trading participant to a specific group
3.1. Initial allocation of a trading participant to a specific group is carried out by the Clearing Center based on formal criteria described in the Guarantee system parameters.

3.2. When allocating a trading participant to a specific group the Clearing Center can take into consideration alongside with the formal criteria the following additional information about the trading participant:

structure of the share capital;

structure of management bodies of the trading participant;

structure of accounts payable and receivable;

activities on the financial markets;

published information on the trading participant’s activities;

other information on the trading participant and its activities.

3.3. If necessary the Clearing Participant is entitled to demand the trading participant provide additional information on its financial status.

3.4. Not later than within 15 (fifteen) calendar days upon the execution of the Clearing Services Agreement the Clearing Center takes a decision on allocating the trading participant to a specific group or requests the trading participant to provide documents containing the information specified in Clause 3.2 herein.
If the Clearing Center has requested the trading participant to provide the documents in accordance with the present Clause, the decision on allocating the trading participant to a specific group is to be taken within 15 (fifteen) calendar days upon the receipt of the requested documents.

3.5. The Clearing Center notifies the trading participant of the allocation to a specific group using the EDC system of RTS not later than on the business day following the day when the decision is taken.
3.6. The list of trading participants indicating the groups they belong to is published on the RTS website at http://www.rts.ru/en/. If amended the new version of the list is published on the RTS website not later than on the business day following the introduction of the changes.

Article 4. Clearing Center’s requirements to trading participants
4.1. In order to supervise the financial status of the trading participants the Clearing Center additionally requires the trading participants to:

а)
quarterly file with the Clearing Center a report in e-form in accordance with form 1100 provided for in the Provisions on reporting by professional securities market participants. The report is to be approved by the federal body;

The timeframe for submission of the reports is set in accordance with the Provisions on generation of RTS trading participants reports and procedure for submission of their immediate and scheduled reports.
б)
annually file with the Clearing Center a copy of the auditor’s report on the year’s results sealed and signed by the company’s CEO. The notarized copy of the auditor’s report is to be filed within 15 days upon the auditor’s signing of the auditor’s report on the trading participant’s accounting reports;

в)
have no losses on the trading participant’s financial statements during the last calendar year.

4.2. Submission of documents specified in Clause 4.1 herein is not required, if the given documents have been provided to OJSC RTS in accordance with its documents.

Article 5. Procedure for re-allocating a trading participant
5.1. Not less than once a month the Clearing Center checks the appropriateness of each trading participant’s allocation to a specific group.

5.2. The Clearing Center makes a decision to downgrade a trading participant provided that at least one of the below conditions is true:

a)
more than 5 (five) failures to meet a Margin Call issued by the Clearing Center within 30 calendar days;

b)
more than one termination of obligations under a trade with partial collateral due to failure to settle the trade by a trading participant or its client within 30 calendar days;

c)
more than one failure to pay off the outstanding penalty interest or fines within the timeframe set forth in the Clearing Rules within 30 calendar days.

5.3. The Clearing Center is entitled to downgrade a trading participant, if:

a)
the trading participant fails to meet at least one of the requirements specified in Clause 4.1 herein;

b)
the monthly check reveals that the trading participant has ceased to meet the formal criteria for being allocated to the given group described in the Guarantee system parameters;

c)
in the Clearing Center’s estimation performed based on the results of the analysis of the trading participant’s financial and/or other information it is necessary to reduce the risks of failure to fulfill obligations under trades with partial collateral made by the trading participant.

5.4. If the Clearing Center makes a decision to downgrade the trading participant, the new requirements to collateral and limiting the maximum value of unsettled trades established for trading participants of the given group will apply to the trading participant as of the moment the decision comes into force.

5.5. The procedure for downgrading a trading participant is performed after trading in the electronic trading mode closes and before trading in the non-anomymous trading mode opens.

5.6. The decision to downgrade a trading participant is taken by the Clearing Center.

5.7. The Clearing Center notifies the trading participant of the re-allocation using the EDC system of RTS not later than on the business day following the day when the re-allocation decision is made.
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