APPROVED 

by Resolution of the Board of Directors

of OJSC “Russian Trading System” Stock Exchange” 

(Minutes No 05-4-2204 of April 22, 2005)

Chairman of the Board

of OJSC “Russian Trading System” Stock Exchange” 

______________/ O.P. Safonov/

SPECIFICATION

OF FUTURES ON 3-YEAR RUBLE BONDS 

OF THE MOSCOW CITY BOND (INNER) LOAN

This Specification, Derivatives Rules (hereafter “Trading Rules”) of OJSC “Russian Trading System” Stock Exchange” (hereafter “The Exchange”) and Clearing Rules (hereafter “Clearing Rules”) of CJSC “RTS Clearing Center” (hereafter “Clearing Center”) determine the specification of futures contract (hereafter “Contract) on 3-year ruble Moscow city bond (hereafter “BONDS”), as well as the procedure and conditions of its conclusion and settlement.  

The terms used in the Specification shall be understood as they are defined in the Trading Rules, Clearing Rules and Clearing Rules of NP “Russian Trading System” Stock Exchange”.

1. As specified in this Contract, the Seller shall supply and the Buyer shall accept and pay for ten (10) Moscow city bonds of any duly registered issue in accordance with the following requirements:

1.1. The bonds shall be issued by the Government of Moscow (hereafter the “Issuer”); 

1.2. The time from Contract settlement till Bonds redemption shall vary between 28 and 40 months; 

1.3. The minimum amount of issuance shall be 4 billion RUR;

1.4. The Contract settlement date shall not fall on the period, within which depositary account transactions connected with trading in BONDS of such issue are suspended subject to the Resolution on the relevant issue of BONDS;

1.5. The date of initial placement shall not be later than 1 month before the settlement date of the Contract;

1.6. The Resolution on the relevant BONDS issue shall not provide for the right to advance buy-out or redemption of BONDS by the Issuer.  

For the list of bond issues allowed to Contract settlement, see the official website of the Exchange.


The Nominal value of 1 BOND is One thousand (1,000) RUR.

2. The underlying asset of the Contract consists of 10 BONDS (hereafter “Lot”).

3. Name of the Contract: futures on 3-year ruble Moscow city bond.
4. The Contract is identified as follows:


MB3-<month of settlement>.<year of settlement>. 


Arabic numerals shall stand for the month and year of settlement. For example, MB3 - 09.05 means that the Contract shall be settled in September 2005. 

5. This is a delivery contract. 

6. The conditions of Contract conclusion are determined by resolution of the RTS President  indicating: 

· Month and year of settlement;

· Name of Contract;

· The first trading day, where a Contract can be made (hereafter “the first contract trading day”);

· The last day of trading, where a Contract can be made (hereafter “the last contract trading day”);

· Settlement (quoted price) of the Contract on the first trading day;

· Contract price movement limit on the first trading day.


The last day, on which a Contract may be traded, is the working (trade) day preceding the 5th day of the settlement month, during which OJSC “Russian Trading System” Stock Exchange” trades BONDS. 


The RTS President may by his/her resolution set another last contract trading day. 

7. Price of Contract

7.1. The price (quote) of the Contract agreed upon by the parties, when bonds are traded on the Exchange, shall be specified in RUR per ten (10) BONDS (without accrued bond yield (ABY)).

7.2. Minimum price movement of the Contract quote in the course of trading (minimum price tick) is 1 RUR. 

7.3. Minimum price tick is 1 RUR.

7.4. The settlement price of the Contract is determined at the end of the trading session as prescribed by the Futures’ Settlement Price Calculation Procedure that is an Appendix to the Clearing Rules.

7.5. During a single trading session, the Contract price shall not deviate from the Contract settlement price of the preceding trading session by more than the price movement limit established by the Clearing Center for this Contract. 


Price movement limits on the Contract during a single trading session shall be established as specified by the Clearing Rules. Any variation in the Contract price movement limit shall be brought to the notice of the Markets Participant through the trader’s workstation.

7.6. The prices and procedure for compulsory position settling are specified in the Clearing Rules. 

8. The procedure for calculation of the variation margin and initial margin.

8.1. The original size of the initial margin and the procedure for calculation and payment of the variation margin under the Contract are specified in the Clearing Rules. The minimum original size of the initial margin under the Contract is specified by the Clearing Center on approval of the RTS Derivatives Market Committee. 

8.2. The Clearing Center may increase the Contract price movement limit and/or the original initial margin for the open interest under the Contract 5 trading days before the last day for trading Contract.

9. Settlement of Contract
9.1.1. OJSC “Russian Trading System” Stock Exchange” shall settle the Contract on the first trading day after the last contract trading day (hereafter “settlement date of the Contract”).

9.1.2. For settlement of a single Contract, the Seller shall transfer and the Buyer shall accept and pay for ten (10) BONDS. 

A Buyer is a Clearing Member, whose register for position accounting, as a result of clearing, has accounted for an open long position left under the Contract on the last contract trading day. A Seller is a Clearing Member, whose register for position accounting, as a result of clearing, has accounted for an open short position left under the Contract on the last contract trading day. 


For settlement of a Contract, the Seller may choose any BOND issue for delivery that satisfies the requirements established in clause 1 of the Specification.


The Buyer shall pay to the Seller for ten BONDS at the strike price of the Contract.


The strike price of the Contract is found as given by:
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where:

	Цисп.
	-
	strike price of the Contract, RUR.

	Цобл.i
	-
	Price of the i-th issue BONDS, RUR.

	Ni
	-
	Number of i-th issue BONDS in the Contract


Price of the i-th issue BOND is found as given by:
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where:

	РЦпосл.
	-
	Settlement price registered on the last contract trading day

	Коэф.Конверсииi
	-
	Conversion factor of the i-th issue bonds 

	НКДi
	-
	Accrued bond yield on the i-th issue as of the Contract settlement, RUR.


Conversion factors for each BONDS issue allowed for settlement under a Contract shall be established by the RTS President as specified in the Conversion factor Calculation Procedure attached to the Specification as Appendix No1.

9.2. The Clearing Center shall provide the Seller and the Buyer with Contract obligation report within the term stated in the Clearing Rules.

9.3. The Buyer and the Seller may, on their mutual consent, decide to refuse delivery and payment of BONDS on the cross obligations. For this purpose, they shall, not later than 07.15 p.m. from the last contract trading day, submit the Act for Cross-cancellation of Contract Obligations signed by the parties to the Clearing Center. With account of such Act, the Clearing Center shall cancel their positions and release the initial margin reserved for these positions. 

9.4. To be able to settle such Contract, each Buyer and each Seller, who are settling the Contract, shall be an NP “Russian Trading System” Stock Exchange” clearing member or clearing member client of the BOND market of OJSC “Russian Trading System” Stock Exchange”.

9.5. Each Clearing Member, whose register for position accounting includes Contract positions, shall, not later than 07.15 p.m. of the last contract trading day submit to the Clearing Center with the documents (Notifications) to confirm that the Contracts can be settled by BONDS payment delivery (the Notification form is given in Appendix No 2 attached to the Specification). 

Failure to give the Notification specified in this clause or in clause 9.3 of the Act for Obligation Cross-cancellation to the Clearing Center shall be considered Seller’s or Buyer’s failure to settle the Contract.

9.6. Not later than 07.15 p.m. of the last contract trading day, a Clearing Member may submit to the Clearing Center its notice of refusal to settle its Contract obligations (hereafter “Notice of Refusal”) indicating the quantity of positions that cannot be settled and the number of the register for position accounting, which has filed the Contract position (The Notice of Refusal form is given in Appendix No 3 attached to the Specification). If such Notice of Refusal is submitted, the Clearing Member shall not include the positions listed in this Notice into the Notification submitted as prescribed in clause 9.5. Obligations with regard to the positions indicated in the Notice of Refusal shall be deemed unsettled, and the Clearing Member, who submitted this Notice, shall pay a penalty as stated in clause 10 of the Specification. If a Clearing member includes the positions indicated in the Notice of Refusal into the Notification, such Notice of Refusal will be cancelled with regard to the indicated positions.

9.7. Based on the clearing results on the last contract trading day with allowance for Acts for cross-cancellation of Contract settlement obligations prepared as specified in clause 9.3, Notices of Refusal provided for in clause 9.6 and Notifications provided for in clause 9.5, the Clearing Center makes a list of Clearing Members, who will settle the Contracts, indicating the State Registration Numbers of bonds delivered and the quantity of BONDS to be delivered (paid) by each Seller (Buyer) (hereafter the “Delivery Commitment Register”), which is handed over to NP “Russian Trading System” Stock Exchange” under the procedure described in the Contract between the Clearing Center and  NP “Russian Trading System” Stock Exchange”. 

9.8. Before 10.00 a.m. Moscow time on the Contract settlement date, the Sellers included in the Delivery Commitment Register shall make the quantity of BONDS stated in the Specification available on the trading depositary accounts used for making transactions as a result of clearing organized by NP “Russian Trading System” Stock Exchange” in Depositary Clearing Company CJSC.

9.9. Before 10.00 a.m. Moscow time on the Contract settlement date, the Sellers included in the Delivery Commitment Register shall make available cash necessary to pay for acquired Bonds   at the amount stated in the Specification on the cash accounts used for making operations as a result of clearing organized by NP “Russian Trading System” Stock Exchange” in "RTS Settlement Chamber NCO " (LLC).

9.10. On the Contract settlement date, before BONDS are traded on OJSC “Russian Trading System” Stock Exchange”, NP " Russian Trading System” Stock Exchange" shall, under the Delivery Commitment Register received from the Clearing Center, transfer BONDS to be delivered and cash to be used for payment for acquired BONDS to the delivery registers opened as prescribed in the Clearing Rules of  NP “Russian Trading System” Stock Exchange”. 

9.10.1. Subject to the Clearing Rules, NP “Russian Trading System” Stock Exchange”, the Sellers and the Buyers may, on their own, transfer BONDS to be delivered and cash to be used for payment for acquired BONDS to the delivery registers by forwarding an instruction to transfer securities and cash to the delivery registers to NP “Russian Trading System” Stock Exchange” through the OJSC “Russian Trading System” Stock Exchange” trading system.

9.11. NP “Russian Trading System” Stock Exchange” passes the information about cash and BONDS transferred to the delivery registers in terms of Sheets for transfer to delivery registers to the Clearing Center.

9.12. On the Contract settlement date, based on the Sheets for transfer to delivery registers received from NP “Russian Trading System” Stock Exchange”, the Clearing Center shall determine how many Contracts were settled, how many Clearing Members did not settled their Contracts, and form the Clearing Orders for Delivery to be passed to NP “Russian Trading System” Stock Exchange” for execution of the Contract obligations. NP “Russian Trading System” Stock Exchange” shall execute Contract obligations before BONDS are traded on OJSC “Russian Trading System” Stock Exchange”. 

9.13. When the procedure for settling Contract obligations, as specified in clause 9.12, has been completed and on the basis of the Report of Contract Obligation Execution, the Clearing Center shall cancel Sellers’ and Buyers’ positions under the Contract. 

Initial margin funds reserved earlier on the positions settled during the settlement increase the remaining cash on the trading registers of Clearing Members. 

9.14. In case the suspension or cessation of circulation of all BOND issues that satisfies the requirements of clause 1 herein, the RTS President decides to suspend or cease making transactions with Contracts on the day of decision to suspend or cease circulation of the BONDS. The above situation shall be interpreted as prescribed in the Trading Rules as occurrence of circumstances that cause significant changes in the conditions of underlying asset circulation on the market or cessation of BONDS circulation. If it is decided to cease making transactions with Contracts, all the positions opened under the Contract shall be settled during the clearing session organized on the day of decision to cease making transactions with Contracts at the price equal to the settlement price of the Contract on the last contract trading day.

10. Responsibility
10.1. If a Clearing Member fails to fulfill its obligations in respect of Contract settlement, the Clearing Center shall impose a pecuniary penalty amounted to the initial margin established as of the beginning of the last contract trading day. Such penalty will be debited directly from the Clearing Member’s cash register, who failed to settle the Contract. The cash register of the Clearing Member, who properly fulfilled its obligations in respect of Contract settlement but did not receive settlement from its counteragent, will be credited with the penal sum amounted to the original initial margin established as of the beginning of the last contract trading day during the clearing session on the date of Contract settlement. 

10.2. Any other Sellers’ and Buyers’ responsibility is specified in the Trading Rules, Clearing Rules and the applicable laws. 

Appendix No1 
CONVERSION FACTOR CALCULATION PROCEDURE FOR BONDS FUTURES
1. This document determines the procedure for calculating conversion factors of futures on 3-year ruble Moscow city bond (inner) loan. 
2. A conversion factor is calculated for each issue of bonds, which satisfy the requirements of clause 1 of the Futures Specification on 3-year ruble Moscow city bond (hereafter “BONDS”). Conversion factors are calculated and published on the RTS official website in the List of BOND issues allowed for settlement under a Contract published as required in clause 1 of the Specification. The size of conversion factors remains constant for the relevant issues of BONDS before the Contract is settled. 

3. Conversion factor calculation:

3.1. The conversion factor for k-th issue bonds is calculated as given by:
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	-
	Price of a k-th issue BOND calculated as specified in clause 3.2 of Appendix 1, RUR. 

	r
	
	Annual yield to maturity expressed in unit fractions determined as specified  clause 3.4 of the Procedure

	Nk 
	-
	Par value, RUR. 


3.2. Price of a k-th issue BOND is calculated as given by:
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где:

	Ak
	-
	Accrued bond yield to a k-the issue bond on the date of Contract settlement, RUR.

	n
	-
	Number of bond payments

	i
	-
	Number of bond period

	j
	-
	Number of the current bond yield period

	ti
	-
	Time before i-th bond payment, fractions of a year

	Ci
	-
	Size of a i-th bond, RUR.

	N
	-
	Par value, RUR.

	Tk
	-
	Time before redemption of the k-th issue bond, fractions of a year


3.3. Resolution on the relevant issue of BONDS establishes the procedure for calculating the size of accrued bond yield to BONDS. 
3.4. Conversion factors are calculated as of the date of Contract settlement and bring prices of all BONDS allowed for settlement to such level so that their yields to maturity could be equal. The yield value to maturity for calculation of conversion factors is set by resolution of the RTS President as recommended by the Derivatives Market Committee.

3.5. The values of conversion factors calculated as specified in clause 3 of the Procedure are rounded to  ten thousandth fractions subject to the standard rules of mathematical rounding.
Appendix No 2 
To the Clearing Department

of CJSC "RTS Clearing Center" 

NOTIFICATION 
Please be informed that the obligations of Futures on 3-year ruble Moscow city bond traded on the OJSC “Russian Trading System” Stock Exchange” Derivatives Market with settlement on "___" __________ 200 __" Clearing Member of NP “Russian Trading System” Stock Exchange” will be executed by the Clearing Member of NP “Russian Trading System” Stock Exchange”

_____________________________________________________________________, 

(Name of the Clearing Member) 

using the numbers of trading accounts and codes of trading accounts contained in the Table below: 

	Number of section in the register for position accounting on the Derivatives Market    

OJSC “Russian Trading System” Stock Exchange”
	Depositary trading account   in DCC for from/to delivery
	Cash account in RTS Settlement Chamber NCO  for from/to payment
	The code of trading accounts in RTS Settlement Chamber NCO to account for the transaction on Contract obligation settlement
	State registration number of bond issue (to be filled up by the Seller only)

	 
	
	
	
	


The code of trade station of the OJSC “Russian Trading System” Stock Exchange” bond market trader, from which instructions will be given to transfer assets to the delivery registers. 

____________________________________.

  Clearing Member: 

___________________________________________________________________ 

(Name)

________________________/___________________/ 

Seal 

Trader (Clearing Member): 

___________________________________________________________________ 

(Name) 

________________________/___________________/ 

Seal

Appendix No3 
To the Clearing Department

of CJSC "RTS Clearing Center" 

Notice of Refusal
Please hereby be informed that the Clearing Member ___________________________________ refuses form execution of obligations under the following futures contract on 3-year ruble Moscow city bond concluded on the OJSC “Russian Trading System” Stock Exchange” with settlement on "___" __________ 200 __ : 

	Number of section in the register for position accounting on the Derivatives Market

OJSC " Russian Trading System” Stock Exchange"
	Quantity of unsettled contracts



	 
	


We agree that we shall pay a penalty provided for in the Contract Specification and OJSC “Russian Trading System” Stock Exchange” and CJSC “RTS Clearing Center” regulatory documents connected with failure to settle futures obligations.

  Clearing members: 

___________________________________________________________________ 

(Name) 

________________________/___________________/ 

Seal
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