APPROVED

By the resolution of

the Executive Board of

Open Joint Stock Company «Moscow Exchange MICEX-RTS»

(Minutes No 7

as of January 25, 2013)
SPECIFICATIONS FOR 
FUTURES CONTRACT ON TEN-YEAR RUSSIAN FEDERATION GOVERNMENT BONDS (OFZs)

The present Specifications of the futures contract on the ten-year Russian Federation government bonds establish the standard terms of the given futures contract.

The present Specifications together with the Clearing Rules of FORTS (hereinafter the Clearing Rules), Derivatives Rules of FORTS (hereinafter the Trading Rules), the Securities Market Trading Rules of CJSC MICEX Stock Exchange, and other documents referred to in the Specifications shall define the obligations under the futures contract on the ten-year Russian Federation government bonds (hereinafter the Contract) as well as the procedure for such obligations to arise, be changed or terminated.

1. Terms and Definitions
1.1. The Exchange – Open Joint Stock Company “Moscow Exchange MICEX-RTS” (the Moscow Exchange).

1.2. Buyer/Seller shall mean Buyer/Seller of the Contract of the same code.

1.3. MICEX Stock Exchange – Closed Joint Stock Company “MICEX Stock Exchange” – organizer of trading in underlying asset of the Contract for settlement of delivery obligations under the Contract.
1.4. Physically-delivered futures trading mode - a trading mode “Settlement of derivatives contracts” in the trading system of CJSC “MICEX-Stock Exchange”.
1.5. Terms and definitions not explicitly provided for in the present Specifications shall be construed in compliance with the law of the Russian Federation, the Trading Rules and the Clearing Rules.

2. General Provisions
2.1. The name of the Contract shall be
Futures contract on ten-year Russian Federation government bonds.
2.2. The Contract shall have the following code (designation) used for the identification:

OF10-<settlement month>.<settlement year> 

The settlement month and year specified in the Contract’s code (designation) (hereinafter the Contract’s settlement month and settlement year) shall be indicated in Arabic numerals and shall be used for determination of the last trading day of the Contract and the settlement day of the Contract.
For example, «OF10-3.13» shall mean that the Contract is to be settled in March, 2013.

2.3. The Contract shall be a delivery contract.

2.4. The underlying asset of the Contract shall be ten-year Russian Federation government bonds (OFZs) chosen by the Exchange out of the list of issues that shall meet the following requirements  (hereinafter “the Bonds”):

2.4.1. the bonds issuer is the Ministry of Finance of the Russian Federation (hereinafter referred to as “the Issuer”);
2.4.2. the issue size is no less than RUB5,000,000,000 (five billion);
2.4.3. issue characteristics: without debt amortization, fixed coupon yield;
2.4.4. issue placement shall take (has taken) place no later than 2 (two) weeks before the First trading day during which the Contract may trade (hereinafter the first trading day);
2.4.5. period from the Contract’s settlement to the maturity date shall be no less than 7 (seven) and no more than 10 (ten) years;
2.4.6. a period, during which in accordance with the decision on the corresponding bonds issue transactions in the depo account will be suspended, does not include the contract’s settlement day;

2.4.7. decision on the corresponding bonds issue does not grant the right for the bonds call by the Issuer.

The list of Bonds is determined by the Exchange’s decision and is published on the Exchange’s website no later than the Contract’s first trading day.

2.5. The Exchange is entitled to add more bonds to the list of Bonds subject to the Clause 2.4 hereof under the following conditions:

2.5.1. additions to the list of Bonds take place no more than once a month;

2.5.2. no bonds shall be added to the list of Bonds within 30 (thirty) days until the last trading day during which the Contract may trade (hereinafter – the last trading day of the Contract);
2.5.3. The Exchange shall notify the Trading Members of the amendments made to the list of Bonds by publishing the corresponding information on the Exchange’s website at least 1 (one) Trading day prior to the day when the given amendments come into effect.

The list of Bonds shall include conversion rates for each Bonds issue determined in accordance with Appendix 4 hereto.
2.6. The Lot of the Contract shall be equal to 10 (ten) Bonds.

3. Opportunity to Conclude the Contract
3.1.  The opportunity to conclude the Contract in the process of trading shall be granted by the Moscow Exchange’s resolution that shall specify:

· Contract code (designation);

· First trading day of the Contract;

· Time the Contract may start trade from (start of trading) 

· Initial Settlement Price of the Contract;

· Initial price fluctuation limit for the Contract.
3.2.  The Contract price.
3.2.1. The Contract Price in the process of trading when placing an order and concluding the Contract shall be specified in Russian rubles per Lot (net of accumulated coupon yield).
3.2.2. The minimum Contract Price fluctuation in the process of trading (hereinafter “the tick”) shall be 1 (one) ruble per Lot.
3.2.3. The minimum movement of the Contract price (hereinafter the tick) shall be 1 (one) ruble.

3.3. Unless otherwise provided for by the Exchange’s resolution, the last trading day during which the Contract may shall be the Trading day preceding the 5th (the fifth) day of the settlement month of the settlement year.

3.4. The Settlement date of the Contract is the first day of trading the Bonds at  CJSC MICEX Stock Exchange after the last trading day of the Contract except for the cases provided for by the Clauses 8.1 hereof. 

4. Variation Margin Obligations 

4.1. The Parties to the Contract are to pay to each other cash (Variation Margin) in the amount that depends on the changes of the underlying asset’s price.

4.2. The Variation Margin shall be calculated and transferred in the period from and including the first trading day of the Contract to and including the Contract’s settlement day, and also on the event as provided in the Clause 5.3.8. herein.
4.3. The Variation Margin shall be calculated according to the following formulas:

VМо = (SPt – Po) * W / R,

VМt = (SPt – SPp) * W / R,

where:
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	–
	the Variation Margin under a Contract for which a Variation Margin has not yet been calculated;
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	–
	the Variation Margin under a Contract for which a Variation Margin has already been calculated;
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	–
	the Contract Price as of the trade execution;
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	the current (final) Settlement price of the Contract;
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	–
	the previous Settlement price of the Contract;

	W
	–
	the tick value;

	R
	–
	the tick.


4.4. The Variation Margin for the Contract calculated according to the formulas described in Clause 4.3 herein shall be rounded to kopecks as per the rules of mathematical rounding.

4.5. The obligations of Variation Margin shall be performed in accordance with the procedure and within the timeframe set forth of the Clearing Rules. If the Variation Margin value is positive, the Seller is liable to pay the Variation Margin. If the Variation Margin is negative, the Buyer is subject to pay the amount equal to the absolute value of the calculated Variation Margin.

4.6. The Exchange shall determine the Contract’s Settlement Price in accordance with the procedure and within the timeframe set forth in the Trading Rules.

5. Delivery Obligations
5.1. A Clearing participant – a party to the Contract shall pursuant to clauses 5.2. - 5.3.of this Specifications ensure transaction (transactions) for purchase and payment for the lot of Bonds in the amount indicated in Clauses 5.2.6 – 5.2.9 hereof (hereinafter – Delivery obligations). 

5.2. Preparation for Delivery obligations performance.

5.2.1. Before the start of the evening clearing session of the last trading day of the Contract the Clearing participant shall provide the Clearing Center with the information, which is kept in each clearing register, about a) the identifier of a CJSC MICEX Stock Exchange Trading Participant that concludes trades in the trading system of the CJSC MICEX Stock Exchange in order to perform delivery obligations of a Clearing participant (further a Trading Participant of the Delivery mode) and b) the short code of a client for the benefit of which the trades will be executed by a Trading Participant in the physically-delivered futures trading mode. The information contained in different registers shall be reported separately.

The Clearing participant provides the above-mentioned information either when he opens a new clearing register section or later on by submitting the corresponding application (the standard application form is established by the Clearing center and published on the Clearing Center’s official website. 

A Clearing participant who has failed to provide the information in the manner and within the timeframe set forth in this Clause shall be deemed the defaulting party under the Contract. In that event the Contract shall be terminated (annulled). Termination of the Contract shall be further referred to as liquidation of positions under the Contract. 

A party to a Contract deemed as a defaulting party shall pay a fine in the amount equal to the basic collateral determined during the evening clearing session of the last trading day of the Contract the position under which shall be liquidated. 

5.2.2.  If following the expiration of the period specified in 5.2.1. hereof either a position of the  Seller or a position of  the Buyer was liquidated, the opposite position in the Contract (i.e. the position of the Buyer and the Seller  accordingly), if not liquidated in accordance with the Clause 5.2.1 hereof, shall be subject to liquidation as well. 


The Clearing center shall choose the section of the position register for liquidation of a futures position. 


A clearing member-the party to the Contract, whose position has been liquidated on the grounds set forth in this Clause, shall be treated as a non-defaulting party. 


The fine in the amount equal to the basic collateral determined during the evening clearing session of the last trading day of the Contract the position under which shall be liquidated ought to be paid to a non-defaulting party to the Contract. 


Liquidations of positions under the Contract shall be performed during the evening clearing session of the last trading day of the Contract in accordance with the Clause 5.2.1 hereof and this paragraph. 


The fine specified in the Clause 5.2.1 hereof and in this paragraph shall be paid during the evening clearing session of the last trading day of the Contract in the order determined by the Clearing rules.

5.2.3 Not later than 50 (fifty) minutes after the closure of the evening clearing session of the last trading day of the Contract the Seller shall provide the Clearing center with the information on the Bonds issue which will be later used during the performance of delivery obligations. The information shall be presented in the form of the Report on delivered issues (Appendix 1 hereto) which is an electronic document signed with EDS via EDC of RTS. 

5.2.4 A Clearing participant that has not submitted the information specified in Clause 5.2.3 hereof to the Clearing center within the required period of time shall be treated as a defaulting Party to the Contract. This Clearing participant’s position in the Contract shall be liquidated. 

The Party to the Contract that has failed to perform obligations under the Contract shall pay a fine to the other Party in the amount of the basic collateral determined during the evening clearing session of the last trading day of the Contract under whose position shall be liquidated. 

5.2.5 If in accordance with the Clause 5.2.4 hereof a position in the Contract of the Seller or Buyer was liquidated, an opposite position under the Contract (of a Buyer or a Seller accordingly) shall be liquidated unless it has been liquidated on the grounds specified in the Clause 5.2.4. 

The Clearing center shall choose the section of the position register for liquidation of a futures position.

A Clearing participant, a Party to the Contract, whose position is liquidated on the grounds specified in this Clause, shall be treated as a non-defaulting Party. 


The fine in the amount equal to the basic collateral determined during the evening clearing session of the last trading day of a Contract shall be paid to a non-defaulting party to the Contract under which the position shall be liquidated. 


Liquidations of positions in the Contract shall be performed during the evening clearing session of the Contract’s last trading day in accordance with the Clause 5.2.4 hereof and this paragraph. 


The fine specified in the Clause 5.2.4 hereof and this paragraph shall be paid during the evening clearing session of the Contract’s last trading day in the order determined by the Clearing rules.

5.2.6 The Delivery obligations of the Clearing members shall be determined on the Contract’s last trading day after the close of trading. Delivery obligations shall be determined separately for each section of the positions register of a Clearing member.
Every Clearing member whose long positions under the Contract were registered after the close of trading on the Contract's last trading day is liable to pay for the delivery of the underlying asset.

Every Clearing member whose short positions under the Contract were registered after the close of trading on the Contract's last trading day is liable to deliver the underlying asset. 

5.2.7 Delivery obligations of a Clearing member are determined according to the number of positions registered in the sections of a Clearing participant’s positions register under the Contract for which the current Trading day is its last Trading day. 

5.2.8 Delivery under one position in a Contract is performed in Bonds of the same issue only. 

5.2.9 Bonds issuance  for fulfilling the Buyer’s Delivery obligations shall be confirmed by the Clearing Center based on the information submitted by the Buyers in their Report on delivered issues.
5.2.10 No later than two (2) hours after the close of the evening clearing session of the last trading day of a Contract the Clearing center runs and submits a Delivery report (see Appendix 2 hereto) to the Clearing participants (i.e. the Parties to the Contract).
5.2.11 No later than two (2) hours after the close of the evening clearing session of the last trading day of a Contract the Clearing center publishes the delivery price for each Bond determined in accordance with the Appendix 3 hereto on the Exchange’s website on the Internet.

5.3. The procedure for performance of Delivery obligations.
5.3.1. On the Contract’s settlement date a Trading Participant of the Delivery mode shall submit an order-book order(-s) (hereinafter – Delivery Order/Orders) during the trading period stipulated in Clause 5.3.2 herein (hereinafter – the Delivery Order obligation). 

5.3.2. Obligations on delivery on the Contract’s settlement date shall be fulfilled in the Delivery trading mode during the three trading periods within time intervals fixed for each of such trading periods: 

I trading period: 10:00:00 – 13:59:58 MSK

II trading period: 14:00:00 – 14:59:58 MSK
III trading period: 15:00:00 – 15:59:58 MSK

Within each trading period, a Clearing participant shall submit a Delivery Order/Orders in the amount specified in the Delivery report for a relevant trading period. 

The Delivery Order obligations shall be terminated in the following cases: 

- when a transaction(-s) based on such a Delivery Order/Orders in the specified amount is settled,

- when the relevant trading period ends.

5.3.3. Each Delivery order submitted for the purpose to fulfill the Delivery obligations in a relevant clearing register shall be placed on the following terms:  

· It is necessary to denote a) the identifier of a Participant that trades in the Delivery mode and submits the order, b) the short code of a Client, c) the address of the order and c) the registration number of the Bonds issue. All items shall be specified in accordance with the Delivery report issued for each clearing register;
· Settlement code shall be «Т0»;

· The price denoted in the order (hereinafter the Delivery price) shall be determined in accordance with the requirements of Appendix 3 hereto. 

5.3.4. If a Participant  that trades in the Delivery mode executed the transactions in the total amount less than the amount of a Clearing participant’s Delivery obligations in a certain clearing register for each stage, indicated in the Delivery report, then the Delivery obligations in a certain clearing register that had not been fulfilled shall be performed on the next Trading day in the Delivery mode in compliance with the procedure set forth in Clauses 5.3.1 – 5.3.3 herein.


The amount of the unsettled Delivery obligations that ought to be performed on the next Trading day in the Delivery mode shall be filed to the Clearing Participant by the Clearing Center in the Delivery report on the Contract’s settlement date. 

5.4.  Delivery obligations under the Contract are terminated:

· on the Contract’s Settlement date, in the total amount of the trades executed in the Delivery mode on this Trading day;

· after the end of the Trading day that follows the Contract’s Settlement day, in the total amount of the trades executed on this Trading day in the Delivery mode or by paying a fine as -prescribed in Clauses 5.7-5.8 herein.

5.5. If a Clearing participant fails to fulfill the Delivery Order obligations as stipulated in Clauses 5.3.2-5.3.3 herein on the Contract’s Settlement date, then a Clearing participant shall be liable to pay a fine corresponding to the amount of the unliquidated Delivery Order obligations in the certain clearing register.  

5.6. If a Clearing participant fulfills the Delivery Order obligations as stipulated in Clauses 5.3.2-5.3.3 herein on the Contract’s settlement day, but the orders are not filled in the relevant amount during the trading period, then compensation shall be paid to a Clearing participant corresponding to the relevant amount in the certain clearing register.  

5.7. If a Clearing participant is deemed to fail in fulfilling the Delivery order obligations in the certain amount in the end of the day which follows the Contract’s Settlement date, then a Clearing participant shall pay a fine under the present clearing register in the amount equal to the basic collateral  determined during the clearing session on the last trading day of the Contract, the Delivery obligations under which had not been fulfilled, after deduction of the fine that had been paid by such a Clearing participant under this Contract on the previous day. 

5.8. If a Clearing participant is deemed to fulfill the Delivery order obligations on the day which follows the Contract’s Settlement date, but the orders were not filled in a certain amount on that day, then compensation ought to be paid to a Clearing participant in the amount equal to the basic collateral determined during the clearing session on the last trading day of the Contract, the Delivery obligations under which had not been fulfilled less of the fine that had been paid under this Contract to a Clearing participant on the previous day.

5.9. The payment of a fine determined in the Clauses 5.6- 5.6 hereof, shall be performed in accordance with procedure set forth in the Clearing rules during the evening clearing session on the Contract’s Settlement date. The fine equals 6% of the basic size of the collateral that is determined during the clearing session on the Contract’s last trading day and for which Delivery order obligations have not been fulfilled.  

5.10. The payment of a fine determined in the Clauses 5.7-5.8 hereof, shall be performed during the evening clearing session on the trading day following the settlement date of the Contract  according to the procedure established by the Clearing rules.
6. Termination of the Contract

6.1. The obligations under the Contract are terminated by due performance of such obligations.

6.2. The obligations of a Party to the Contract are terminated in full, if such Party assumes opposite obligations under the Contract bearing the same code (designation), i.e. if the Seller assumes the Buyer’s obligations, or the Buyer assumes the Seller’s obligations provided that the requirements and the procedure set forth in the Clearing Rules are met.

6.3. The obligations under the Contract can be terminated on other grounds and in accordance with the procedure set forth in the Clearing Rules.

7. Liability of the Parties
7.1. Parties shall be liable for default on the obligations under the Contract in accordance with the Russian law, the Clearing Rules and provisions of the Specifications.

8. Special Provisions
8.1. In case of suspension/termination of trading in the Contract on the exchange, suspension of trading in the underlying bonds or withdrawal from circulation (annulment) of such bonds as well as considerable deterioration of the federal bonds market environment (by the Derivatives Committee’s expert estimation), the Exchange shall be entitled to take one or several of the following decisions:

8.1.1. change the last trading day of the Contract; and/or
8.1.2. change the settlement day of the Contract; and/or
8.1.3. terminate the Delivery Obligations; and/or
8.1.4. set a current (final) Settlement price and determine the procedure for calculation and transfer of the Variation Margin in relation to the change of the Settlement price; and/or
8.1.5. make other decisions provided for in the Trading Rules.

8.2. Market Participants shall be notified of the resolutions of the Exchange made in accordance with Clause 8.1 hereof herein by publishing the resolution on the Internet on the Exchange’s website no less than 3 (three) trading days before they come into force. 

8.3. As soon as the resolution(s) made by the Exchange in accordance with Clause 8.1 comes into effect, the terms of the existing obligations under the Contracts that were made previously shall be deemed changed with regard to the above-mentioned resolution(s).
9. Amendments and supplements to the Specifications

9.1. The Exchange shall be entitled to introduce amendments and supplements to the Specifications.

9.2. The amendments and supplements hereto shall come into force at the moment the Exchange puts into effect the Specifications containing such amendments and supplements upon registration thereof by the Federal body as required by such Federal body.

9.3. The Exchange shall notify the Trading Participants that the registered Specifications containing such amendments and supplements come into effect by publishing the corresponding information on the Internet on the Exchange’s website at least 3 (three) trading days prior to the day when the given Specifications come into effect.

9.4. Starting from the moment the amendments and supplements to the Specifications come into force, the existing obligations under the Contracts that were made previously are deemed to be changed in accordance with such amendments and supplements.
Appendix N 1
To the National Clearing Center
"___"_____________201__.







        Moscow
REPORT ON DELIVERED ISSUES 

Clearing member named _____________________________ undertakes to use the following Bonds which are an underlying asset of the futures contract when performing Delivery obligations provided by the futures contract on the ten-year Russian Federation government bonds with settlement in _________________ 201  .    

	Number of a section in the positions register
	Short code of the futures contract
	Registration number of Bonds issue
	Number of Bonds 

(multiple of 10)

	
	
	
	


Appendix N 2

 the Clearing member  ____________

Clearing member’s code

___________________________
          Clearing member’s name


“____” _________201__





                                                          Moscow 

DELIVERY REPORT 

of the Clearing member ___________________________________________ regarding the futures contracts on the Russian Federation government bonds with settlement in ______________20___.
	Number of the section in the positions register
	Identifier of a Trading participant
	Client’s short code
	State registration number 

of the Bonds issue
	Trade direction
	Time of the announcement of the bid
	Number 

of Bonds in the Order

	
	
	
	
	
	10:00 – 13:59:58
	

	
	
	
	
	
	14:00 – 14:59:58
	

	
	
	
	
	
	15:00 – 15:59:58
	


Appendix N 3
ORDER OF DELIVERY PRICE CALCULATION

1. The optimal delivery price of Bond of the i-th issue shall be calculated in accordance with the following formula:


[image: image6.wmf]i

optimal

i

CF

N

F

P

×

=

/


where:
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	–
	a Contract’s settlement price determined by results of the evening Settlement session on the last trading day of the Contract;
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	–
	number of Bonds in the Contract’s Lot;

	
[image: image9.wmf]i

CF


	–
	conversion rate for the Bond of the i-th issue.


Conversion rates for each issue of Bonds are determined by the Exchange in accordance with the Methodology for calculating conversion rates (Appendix 4 to the Specifications).  

2. The Delivery price shall be calculated accurate to the three decimal places and shall be published on the Internet on the Exchange’s website.  

Appendix N 4
METHODOLOGY FOR CALCULATING CONVERSION RATES 
1. The methodology sets the order of determination of conversion rates used for Contract’s delivery price calculation.

2. The conversion rates are calculated by the Exchange and published on the Exchange’s website. Values of the conversion rates for Bonds shall remain unchanged until the Delivery obligation is performed. 

3. The conversion rates shall be calculated according to the following:

3.1. The conversion rate for the Bond of i-th issue shall be calculated in accordance with the following formula:
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where:

	Pi (r)
	–
	the  theoretical price for the Bond of i-th issue, calculated in accordance with clause 3.2 hereof, RUB;

	r
	–
	annual yield to maturity expressed in decimal increments and determined in accordance with clause 3.4 hereof; 
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	–
	par value of the Bond of the i-th issue, RUB. 


3.2. The theoretical price for the Bond of i-th issue is calculated in accordance with the following formula:
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where:
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	–
	accumulated coupon interest income of the Bonds of i-th issue as of the Contract’s settlement day, RUB.;

	n
	–
	number of coupons payments;

	k
	–
	number of a coupon period;

	j
	–
	number of the current coupon period;

	tk
	–
	term to k-th coupon payment,  fraction of a year;

	Ck
	–
	value of k-th coupon, RUB;

	Ni
	–
	par value of the Bond of the i-th issue, RUB;

	Ti
	–
	term to maturity for the Bond of the i-th issue, fraction of a year;


3.3. Procedure for determining the value of the Bond’s accumulated coupon interest income shall be established in the Decision to issue respective Bonds. 

3.4. The conversion rates shall be calculated as of the Contract’s settlement day. The conversion rates adjust prices for all Bonds issues so that yields to maturity of respective issues become equal. Value of the yield to maturity for calculation of the conversion rates shall be determined by the Exchange. 

3.5. Values of the conversion rates shall be rounded to 5 decimal places as per the rules of mathematical rounding.
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