Appendices to the Clearing Rules of CJSC RTS Clearing Center

Appendix S21
to the Clearing Rules
of CJSC RTS Clearing Center
PROCEDURE FOR ESTABLISHING AND ADJUSTING THE LIMITS
Article 1. Additional terms and definitions
Blocked limit means a number of securities or a cash amount established by the Clearing Center in accordance with the Clearing Rules that is blocked under the orders announced by the trading participant on the markets of the Organizer of Trading.

Article 2. Procedure for registration of limits and establishment of their initial values
2.1. The Clearing Center establishes and registers three kinds of limits for Clearing Participants:

a)
limits for trading accounts;

Limits for trading securities accounts are registered by the Clearing Center by securities (hereinafter limits for securities).

Limits for trading cash accounts are also further referred to as limits for cash funds.

b)
limits for trading participants;

c)
trading limits of Clearing Members.

2.2. Before the opening of the trading session the Clearing Center on a daily basis:

a)
for each trading cash account designated for clearing with full collateral and clearing with partial collateral sets the following values registered in the trading cash register:

limit for cash funds to be equal to the value of the settlement cash register opened for the given trading cash account;

blocked limit to zero;

b)
for each trading securities account designated for clearing with full collateral or clearing with partial collateral sets the following values registered in the trading securities register:

limit for securities to be equal to the value of the settlement securities register opened for the given trading securities account;

blocked limit to zero;

c)
for each Clearing Participant who is a trading participant in the electronic trading mode of RTS sets the following values registered in the register of trading participants’ limits:

limit for a trading participant to be equal to the value calculated in accordance with the Methodology for determination of limits for trading participants (Appendix S14 to the Clearing Rules);

blocked limit for a trading participant to be equal to the Deposited Margin calculated in accordance with the Methodology for determination of limits for trading participants (Appendix S14 to the Clearing Rules).

d)
for each Clearing Participant who is a Clearing Member calculates the trading limit in accordance with the procedure set forth in Article 10 herein.

Article 3. Procedure for amendment of the limit for a trading account if the number of securities or the cash amount in the trading account increases
3.1. The trading account limit registered in the trading register that was opened for the trading account regarding which there is information on an increase in the number of securities or cash amount is increased by the same value as in case of increasing the settlement register value as per Clause 19.8 of the Clearing Rules.

3.2. The Clearing Center notifies the Organizer of Trading of increasing the limit for the trading account.

Article 4. Procedure for verifying whether it is possible to announce an order submitted for the purpose of executing a trade with full collateral
4.1. A sell order submitted for the purpose of executing a trade with full collateral is announced, if the blocked limit calculated by the Clearing Center for the given security taking into consideration the submitted oder is less than or equals the limit for the security. Otherwise the sell order is not announced.

4.2. To avoid the consequences of rounding off the Clearing Center introduces a reserve balance. The reserve balance equals 2 (two) Russian rubles unless otherwise established by the Clearing Center.
4.3. A buy order submitted for the purpose of executing a trade with full collateral is announced provided that the difference between the limit for cash funds and the blocked limit calculated by the Clearing Center taking into consideration the submitted order is larger than or equals the reserve balance. Otherwise the buy order is not announced.

4.4. If it is possible to announce an order, the Clearing Center sends a confirmation thereof to the Organizer of Trading and notifies it of the changes to the blocked limit and/or limits.

4.5. If it is impossible to announce an order, the Clearing Center sends a rejection letter to the Organizer of Trading, and the blolcked limit for the security and/or cash funds is set to be equal to the value registered by the Clearing Center before it was increased as the result of submission of the order.
Article 5. Procedure for adjusting limits and blocked limits when orders are announced/ withdrawn and trades with full collateral are executed
5.1. A sell order results in the Clearing Center increasing the blocked limit for the security by the number of securities specified in the order.

5.2. Withdrawing a buy order results in the Clearing Center reducing the blocked limit for the security by the number of securities specified in the order.

5.3. A buy order results in the Clearing Center increasing the blocked limit for cash funds by the amount equal to the number of securities multiplied by the security’s price specified in the order and rounded off according to the rules of mathematical rounding to two decimal places. 
5.4. Withdrawing a buy order results in the Clearing Center reducing the blocked limit for cash funds by the amount equal to the number of securities multiplied by the security’s price specified in the order and rounded off according to the rules of mathematical rounding to two decimal places.
5.5. Upon notifying the Organizer of Trading of accepting the offer to enter into a trade directed to the Clearing Center by announcing the order the Clearing Center immediately:

· reduces the limit and the blocked limit for the trading securities account specified in the sell order by the number of securities indicated in the trade;

· increases the limit for the trading securities account specified in the buy order by the number of the securities indicated in the trade;

· reduces the blocked limit for the trading cash account specified in the buy order by the amount equal to the number of securities indicated in the trade multiplied by the security’s price stipulated in the order and rounded off according to the rules of mathematical rounding to two decimal places;

· reduces the limit for the trading cash account specified in the buy order by the amount equal to the number of securities indicated in the trade multiplied by the trade price rounded off according to the rules of mathematical rounding to two decimal places;

· increases the limit for the trading cash account specified in the sell order by the amount equal to the number of securities indicated in the trade multiplied by the trade price rounded off according to the rules of mathematical rounding to two decimal places;

· notifies the Organizer of Trading of changes to the limit and the blocked limit.

5.6. For the purpose of the present procedure a trading account specified in an order means a trading account included in the trading accounts code indicated in the order.
Article 6. Procedure for verifying whether it is possible to announce an order submitted with the purpose of executing a trade with partial collateral
6.1. An order submitted with the purpose of executing a trade with partial collateral is announced, if the blocked limit for the Trading Participant calculated by the Clearing Center taking into account the submitted order is less than or equals to the limit for the given Trading Participant. Otherwise the submitted order is not announced.

6.2. If it is possible to announce the submitted order, the Clearing Center sends to the Organizer of Trading a confirmation of the possibility to announce the order and a notice of adjustments to the blocked limit for a Trading Participant and/ or limit for the Trading Participant.

6.3. If it is impossible to announce the order, the Clearing Center sends to the Organizer of Trading a rejection notice; the blocked limit for the Trading Participant is set equal to the value that had been registered by the Clearing Center before it was increased as the result of submitting the order.

Article 7. Procedure for adjusting limits and blocked limits when orders are announced/ withdrawn and trades with partial collateral are executed
7.1. Based on the order the Clearing Center raises the Trading Participant’s blocked limit by the amount equal to the number of securities specified in the order multiplied by the price per security indicated in the order and the market risk ratio on the security rounded off to two decimal places according to the rules of mathematical rounding.

7.2. Based on the request to withdraw the order the Clearing Center reduces the Trading Participant’s blocked limit by the amount equal to number of securities specified in the order multiplied by the price per one security indicated in the order and the market risk ration on the security rounded off to two decimal places according to the rules of mathematical rounding.

7.3. Upon notifying the Organizer of Trading of accepting the offer to enter into a trade directed to the Clearing Center by announcing the order the Clearing Center immediately:

· reduces the blocked limit for the Trading Participant who has announced the order by the amount equal to the number of securities in the trade multiplied by the price per security indicated in the order that was submitted by the given Trading Participant and the market risk ratio on the security rounded off to two decimal places according to the rules of mathematical rounding;

· calculates the limit for the Trading Participant who has announced the order in accordance with the procedure set forth in Appendix S14 to the Clearing Rules;

· notifies the Organizer of Trading of adjustments to the Trading Participant’s limit and blocked limit.

7.4. If the trade is made in Russian rubles, the security’s price quoted in the order in rubles shall be converted into US dollars for the purpose of calculating the blocked limit at the exchange rate set by the Bank of Russia for the calculation day.

Article 8. Procedure for adjusting limits when obligations are included into a clearing pool
8.1. The Clearing Center adjusts delivery registers according to the following procedure:

8.1.1. the Clearing Center determines the number of securities by which the value of the delivery register can be increased:

· if the difference between the limit and the blocked limit for a trading account equals zero, the number of securities by which the value of the delivery register can be increased equals zero;

· if the difference between the limit, blocked limit for a trading account and the number of securities corresponding to the obligations to re-register securities that are recorded for the trading securities account is larger than or equals to zero, the value of the delivery register can be increased by the number of securities corresponding to the obligations to re-register securities;

· if the difference between the limit, blocked limit for a trading account and the number of securities corresponding to the obligations to re-register securities that are recorded for the trading securities account is less than zero, the value of the delivery register can be increased by the number of securities corresponding to the difference between the limit and the blocked limit for the trading account;

8.1.2. the Clearing Center determines the cash amount by which the value of the delivery register can be raised:

· if the difference between the limit, blocked limit for the trading account and the reserve balance equals zero, the cash amount by which the value of the delivery register can be raised equals zero;

· if the difference between the limit, blocked limit for a trading account, reserve balance and the cash amount corresponding to the obligations to pay for securities registered in the trading cash account is larger than or equals zero, the value of the delivery register can be increased by the cash amount corresponding to the obligation to pay for securities;

· if the difference between the limit, blocked limit for the trading account, reserve balance corresponding to the obligations to pay for securities registered in the trading cash account is less than zero, the value of the delivery register can be increased by the cash amount equal to the difference between the limit, blocked limit for the trading account and the reserve difference;

8.1.3. if the number of securities / cash amount by which the value of the delivery register can be increased as determined in accordance with Clause 8.1.1 / 8.1.2 herein is larger than zero, the Clearing Center:

· reduces the limit for the trading account by the number of securities/ cash amount determined in accordance with Clause 8.1.1 / 8.1.2 herein;

· increases the value in the delivery register opened for the trading account by the number of securities/ cash amount determined in accordance with Clause 8.1.1 / 8.1.2 herein;

· notifies the Organizer of Trading of adjustments to the limit for the trading account.

Article 9. End of clearing pool formation
9.1. For each obligation included into the clearing pool the Clearing Center adjusts the values of delivery registers opened for trading accounts (cash registers), where the obligations included into the clearing pool are registered, according to the following procedure:

· The value of the securities delivery register opened for the trading securities account, where the obligation to re-register securities is recorded, is reduced by the number of securities in the obligation;

· The value of the cash delivery register opened for the trading cash account (cash register), where the obligations to pay for securities and/ or the obligations to return the Collateral Deposit are registered, is reduced by the cash amount corresponding to such obligations;

· The value of the securities delivery register opened for the trading securities account, where the claim to re-register securities is recorded, is increased by the number of securities in the claim;

· The value of the cash delivery register opened for the trading cash account (cash register), where the claims to pay for securities and/ or return the Collateral Deposit are registered, is increased by the claim amount.

9.1.1. For trades with partial collateral, obligations under which are performed in part, the values of delivery registers are adjusted by the number of securities (cash amount) corresponding to the part of obligations/ claims that are to be settled under such trades as determined in accordance with Clause 46.2.4 of the Clearing Rules.

9.2. After all the obligations that are to be included into the clearing pool during the current formation stage have been included into the pool, the Clearing Center:

· raises the limits for trading cash accounts (cash registers) and the limits for trading securities accounts by the value of the delivery registers that correspond to the trading accounts and notifies the Organizer of Trading of increased limits;

· sets the values of delivery registers to zero.

Article 10. Procedure for calculation of a trading limit
10.1. For a Brokerage Company the trading limit is calculated according to the following formula:
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 – liquidity coefficient set by the Clearing Center in accordance with the Methodology for choosing and estimating the value of foreign currency and securities accepted as Collateral, 
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Summation is performed across all sections of the Brokerage Company.

10.2. The trading limit for all Brokerage Companies registered for a Clearing Participant and its clients who are not asset managers is calculated according to the formula:
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 – trading limit for regular Brokerage Companies,
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 – cash assets in Russian rubles registered as Collateral in all sections of the cash register of a regular Brokerage Company,
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 – estimated value of securites registered as Collateral in all sections of the collateral securities register of a regular Brokerage Company and the cash amounts in Russian rubles corresponding to cash amounts posted in foreign currencies that is registered as Collateral in all sections of the cash register of a regular Brokerage Company,
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10.2.1. Clearing Members are entitled to establish trading limits for sections of positions registers (hereinafter the client limits) in the trading system of the Organizer of Trading. The Organizer of Trading immediately notifies the Clearing Center of the established (adjusted) client limits.
10.2.2. Clearing Members are entitled to set limits for a section of a positions register in the trading system of the Organizer of Trading Торговой in order to limit obligations/ claims to re-register a security arising from the T+N positions in the given security that are registered in this section (hereinafter the open T+N positions limit).

Clearing Members are entitled to set a limit in the trading system of the Organizer of Trading in order to limit the obligations/ claims to re-register a security arising from the T+N positions in the given security that are registered in all sections of a Brokerage Company (hereinafter the open T+N positions limit for a Brokerage Company).

The Organizer of Trading immediately notifies the Clearing Center of all established (adjusted) open T+N positions limits and open T+N positions limit for a Brokerage Company.

Article 11. Procedure for checking whether it is possible to announce an order submitted with the purpose of executing a derivatives trade or a T+N trade
11.1. The Clearing Center calculates the following values:

· 
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 for a section of the positions register specified in the order;

· 
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) for a regular Brokerage Company (or a Brokerage Company acting as an asset manager), whose code is determined by the code of the positions register’s section mentioned in the order;

· 
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 for a Clearing Member.

The 
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 values are calculated based on:

· Trading limits as of the calculation time;

· Collateral recorded for positions and announced orders registered by the Clearing Center as of the calculation time as well as for the submitted order according to the following procedure:

· For each combination of positions, announced orders and the submitted order the Clearing Center calculates the Collateral (
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) in accordance with the Clearing Rules. For this purpose announced and submitted orders are treated as positions;

· Maximum amount (
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) is chosen from the calculated Collateral (
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) amounts.

· The Clearing Center calculates obligations / claims to re-register the security specified in the order (hereinafter the obligation / claim arising from the section) on the basis of:

· T+N positions in the security specified in the submitted order that are registered in the section of the positions register indicated in the submitted order;

· Announced orders specifying the same section of positions register and the same security as the submitted order;

· Submitted order.

· The Clearing Center calculates the obligations/ claims to re-register a security specified in the submitted order arising from all sections of the positions register bearing the same Brokerage Company code as the code of positions register’s section indicated in the submitted order (hereinafter the obligation/ claim for a Brokerage Company) on the basis of:

· T+N positions in the security specified in the submitted order that are registered in the section of the positions register indicated in the submitted order;

· Announced orders specifying the same section of positions register and the same security as the submitted order;

· Submitted order.

Obligations/ claims arising from a section as well as obligations/ claims for a Brokerage Company are calculated in accordance with the principles approved by the Clearing Center as agreed upon with the Derivatives Market Committee.

11.2. An order cannot be announced if:

11.2.1. The instrument specified in the order is trading in the market section, for access to which the Clearing Member has not made a Contingency Fund contribution that is registered by the Clearing Center.

11.2.2. In accordance with the Clearing Rules the Clearing Center has put a ban on announcement of orders submitted by the Clearing Member with the purpose of executing T+N trades that applies to a specific security or all securities admitted to the on-exchange trading mode with settlement on T+4 of OJSC RTS.

11.2.3. The calculated obligation/ claim arising form the section exceeds the limit established for open T+N positions.

11.2.4. The calculated obligation/ claim for a Brokerage Company exceeds the open positions limit established for T+N trades of the Brokerage Company.
11.2.5. Occurrence or growth of debt in the section as determined in accordance with the Clearing Rules on the basis of the 
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value calculated as described above.

11.2.6. Occurrence or growth of Brokerage Company’s debt as determined in accordance with the Clearing Rules on the basis of the 
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 values calculated as described above.

11.2.7. Occurrence or growth of Clearing Member’s debt as determined in accordance with the Clearing Rules on the basis of the 
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11.2.8. If the submitted order specifies the code of a section in the positions register bearing a code of a Brokerage Company that acts as an asset manager, and the following inequality is not true 
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One of the 
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 value have been calculated as described above.

11.3. If it is possible to announce the order, the Clearing Center confirms to the Organizer of Trading that it is possible to announce the order.

11.4. If it is impossible to announce the order, the Clearing Center sends to the Organizer of Trading a rejection notice.
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