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SPECIFICATIONS
OF FUTURES ON TEN-YEAR RUBLE BONDS 

OF THE MOSCOW CITY BOND (INNER) LOAN

These Specifications of futures contract (hereafter “Specifications”) on ten-year ruble bonds of the Moscow city bond (inner) loan define the standard terms and conditions of the specified futures contract. 

The Specifications, together with the Rules on Clearing Transactions (hereinafter “the Clearing Rules”) of RTS Clearing Center CJSC *hereinafter – “the Clearing Center”, the Derivatives rules (hereinafter – “the Trading rules”) of OJSC RTS (hereinafter – “the Exchange”) and other documents specified herein shall define the obligations under the futures contract on ten-year ruble bonds of the Moscow city bond (inner) loan (hereinafter – “the Contract”) and the procedure for their origin, amendment and termination. 

Terms and Definitions

Buyer/Seller – Buyer/Seller of a Contract with the same code.

Delivery – procedure for fulfillment of the Delivery Obligation.

Terms and definitions not stated directly herein shall be construed in accordance with the legislation of the Russian Federation, the Trading rules and the Clearing rules. 

General Provisions and Standard Terms and Conditions
1. The Contract shall have the following title:

the Futures contract on ten-year ruble bonds of the Moscow city bond (inner) loan. 

2. The Contract Code (designation) used for identification shall be formed by the following rules:
MB10-<settlement month>.<settlement year>

The month and year of settlement shall be specified in Arabic numerals.

For example, the code (designation) MB10-12.08 means that the Contract with this code shall be settled in December 2008.

3. The Contract shall be a Delivery Contract.

4. Ten-year ruble bonds of the Moscow city bond (inner) loan of the issues admitted by the Exchange to Delivery (hereinafter – “the Bonds”) shall be the underlying asset of the Contract. A list of Bonds is published on the website www.rts.ru. 

5. The number of Shares used as the underlying asset for the Contract (hereinafter “the Lot”) shall be 10 (ten). 

6. The trading day preceding the 5th day of the settlement month shall be the last day of trading in the derivatives section on which the Contract may be concluded (hereinafter “the last date for concluding the Contract”).

The Exchange shall be entitled to fix a different last day on which a Contract can be concluded which differs from the day established herein
7. Contract Price

7.1. The Contract Price in the process of trading when placing an order and concluding the Contract shall be specified in rubles per Lot.

7.2. The minimum Contract Price fluctuation in the process of trading (hereinafter “the tick”) shall be 1 (one) ruble per Lot.

7.3. The value of the tick shall be 1 (one) ruble.

Opportunity to Conclude the Contract
8. The opportunity to conclude the Contract during trading shall be granted by resolution of the Exchange (hereinafter “the Resolution of the Exchange”).
8.1. The following shall be specified in the Resolution of the Exchange:
· Contract Code (designation);
· The first Trading Day on which the Contract may be concluded (hereinafter “the first date for concluding the Contract”);
· The initial Contract Settlement price;
· The initial Contract price fluctuation limit.
Contract Obligations

9. Variation Margin Obligation.

9.1. The Variation Margin shall be calculated and transferred by the Clearing Center during the period from the first date for concluding the Contract to the last date for concluding the Contract inclusive within the period established by the Clearing Rules, and in accordance with the procedure established by the Clearing Rules.

9.2. The Variation Margin shall be calculated using the following formula:

VМо = (SPt – Cv) * W / R,

VМt = (SPt – SPp) * W / R, where

VMo – the Variation Margin under a Contract for which a Variation Margin has not yet been calculated;

VМt – the Variation Margin under a Contract for which a Variation Margin has already been calculated;

Cv – the Contract value;

SPt – the current (final) settlement price of the Contract;

SPp – the previous settlement price of the Contract (or the initial Settlement price of the Contract);

W – value of the tick;

R –the tick.
9.2.1. The Contract Settlement price shall be defined by the Exchange within the period established by the Trading Rules and in accordance with the procedure established by the Trading Rules.

9.2.2. The Contract Variation Margin calculated using the formula given in Clause 9.2 herein, shall be rounded off to the kopeck as per the rules of mathematical rounding.

9.3. If the Variation Margin is positive, it shall be subject to debiting from the Seller and crediting to the Buyer and if it is negative, the sum equal to the absolute value of the calculated Variation Margin shall be subject to debiting from the Buyer and crediting to the Seller.

10. Delivery Obligation.

10.1. The Buyer shall pay for the Lot of Shares at the Settlement Price of the last date for concluding the Contract following the procedure specified in Clause 12.2 herein.
10.2. The Seller shall re-register the Lot of Shares following the procedure specified in Clause 12.2 herein.
10.3. Fulfillment of the Delivery Obligation shall be carried out on the next Trading Day after the last date for concluding the Contract, on which trading on Shares takes place on the Exchange. (hereinafter “the Contract Settlement Date”).
Termination of the Contract
11. Grounds for terminating the Contract:
11.1. If a Clearing member has cross obligations under the Contract (Buyer and Seller obligations under a Contract with the same code).
11.2. Failure to meet the Variation Margin Obligation.

11.3. Insufficient Initial Margin compared with the value defined by the Clearing Center in accordance with the procedure established by the Clearing Rules.

11.4. Termination of the Delivery Obligation.

12. Procedure for Terminating the Contract.
12.1. On the grounds specified in Clauses 11.1-11.3 herein, the Contract shall be terminated following the procedure established by the Clearing Rules.

12.2. On the grounds specified in Clause 11.4 herein, the Contract shall be terminated in accordance with the following procedure:

12.2.1. Seller shall be entitled to choose any issue of the Bonds for Delivery.

12.2.2. The Contract settlement price shall be calculated as follows: 
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where:

	SP
	-
	Settlement Price, rub.

	Pbi
	-
	Price for bonds of i-th issue, rub.

	Ni
	-
	Number of bonds of i-th issue in a Contract


Price for bonds of i-th issue is calculated by the formula:
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where:
	SPt
	-
	the Settlement price of the Contract set on the last day of a Contract conclusion

	Conversion Coefficienti
	-
	Conversion Coefficient for Bonds of i-th issue

	ACIi
	-
	Accumulated coupon interest for the Bonds of i-th issue at the moment of the Contract Settlement, rub.


Conversion Coefficients for each issue of the Bonds are set by the Exchange in accordance with the methodology of determining Conversion Coefficients (Appendix № 1 hereto). 
12.2.3. Following the procedure and within the periods established by the Clearing Rules, the Seller/Buyer shall send to the Clearing Center a request specifying the trading depo account and the cash trading account through which cash funds and Bonds will be transferred upon fulfilment of the Delivery Obligations.

12.2.4. In the period for conducting transfers on trading accounts in accordance with Clause 12.2.8 herein, the specified accounts shall meet the requirements established by the Clearing Center.

12.2.5. The Seller/Buyer shall provide, within the periods specified in the Clearing Rules on a trading depo account/ cash trading account, Bonds/cash funds in the sufficient amount (in accordance with Clause 10 herein) for fulfilment of the Delivery Obligations.

12.2.6. Fulfillment of obligations and compliance with the requirements specified in Clauses 12.2.3-12.2.5 herein, during the first stage of Delivery (in accordance with the Clearing Rules) shall be deemed due fulfilment of the Delivery Obligations. Fulfilment of obligations and complying with the requirements specified in Clauses 12.2.3-12.2.5 herein, during the second stage of Delivery (in accordance with the Clearing Rules) shall be deemed undue (untimely) fulfilment of the Delivery Obligations.

12.2.7. Non-fulfilment of obligations or non-compliance with the requirements specified in Clauses 12.2.3-12.2.5 shall be deemed a non-fulfilment of the Delivery Obligations. After fulfilment/non-fulfilment, the Delivery Obligation shall be terminated.

12.2.8. Debiting Shares from the trading depo account of the Seller, crediting Shares to the trading depo account of the Buyer, debiting cash funds from the cash trading account of the Buyer and crediting cash funds to the cash trading account of the Seller (fulfilment of the Delivery Obligations) shall be conducted following the procedure and in the periods established by the Clearing Rules.
Liabilities of the Parties for Non-fulfillment of Obligations
13. Liability for non-fulfillment of the Delivery Obligation.
1.3.1. The Seller/Buyer who unduly fulfilled the Delivery Obligation shall pay a fine. The amount of the fine shall be established by the Clearing Center upon agreement with the Derivatives Market Committee and shall be published on the Internet on the website www.rts.ru.
13.2. The Seller/Buyer who did not fulfill the Delivery Obligation shall pay a forfeit that shall be equal to the Initial Margin basic size for the Contract established during the evening clearing session on the last date for concluding the Contract.
13.3. The Buyer/Seller who duly fulfilled the Delivery Obligation, but did not receive fulfillment of the Delivery Obligations in the first stage of Delivery shall be paid a penalty. The size of the penalty shall be established by the Clearing Center upon agreement with the Derivatives Market Committee and shall be published on the Internet on the website www.rts.ru.
13.4. The Buyer/Seller who duly fulfilled the Delivery Obligation, but did not receive fulfillment of the Delivery Obligations in the second stage of Delivery shall be paid a forfeit that shall be equal to the Initial Margin basic size for the Contract established during the evening clearing session on the last date for concluding the Contract.
13.5. Debiting/crediting penalties, fines and forfeits shall be performed by the Clearing Center during the evening clearing session conducted on the Contract Settlement Date following the procedure established by the Clearing Rules.
14. Liability of the Seller/Buyer for non-fulfillment of obligations in accordance with Clauses 11.2-11.3 herein is stipulated by the Clearing Rules.
Special Provisions
15. In the case of suspension/termination of concluding the Contract during exchange trading, suspension of circulation of the Bonds forming the underlying asset or removal of such Securities from circulation (cancellation), the Exchange (Clearing Center) shall be entitled to make the following resolutions:

15.1. Change the date of the last day for concluding the Contract;
15.2. Change the Contract Settlement Date;

15.3. Cancel (terminate) the Delivery Obligation.

16. The Exchange (Clearing Center) shall notify the Market Participants of the resolutions of the Exchange made in accordance with Clauses 15 herein by publishing the resolution on the website www.rts.ru no less than 3 (three) trading days before they come into force. From the time the said resolutions come into force, the obligations for concluded Contracts shall remain in effect and be accounted by the Clearing Center in accordance with the amendments established by the corresponding resolutions of the Exchange (Clearing Center).

17. The Exchange shall be entitled to introduce amendments and addenda hereto.
17.1. Amendments and addenda shall come into force from the moment Specifications containing the specified amendments and addenda introduced by the Exchange are duly registered by a Federal Body.

17.2. The Exchange shall notify the Market Participants of the information on Specifications introduced containing amendments and addenda by publishing them on the website www.rts.ru no less than 1 (one) trading day before they come into force.

17.3. Amendments and addenda to Specifications shall amend previously concluded Contracts. From the moment the said amendments and addenda come into force, obligations under earlier concluded Contracts shall remain in effect and be accounted by the Clearing Center in their amended forms.

Appendix № 1 
to the Specifications 

of the futures contract on ten-year ruble bonds of the Moscow city bond (inner) loan

Methodology 

of determining conversion coefficients for the futures contracts on bonds

1. The present methodology determines the procedure for calculating conversion coefficients for the futures contracts on Bonds. 

2. Conversion coefficients are calculated and published on the website www.rts.ru in the List of issues admitted by the Exchange to delivery. The value of the conversion coefficients remains permanent for the corresponding issues of the Bonds until the termination of Delivery Obligations. 

3. Calculation of conversion coefficients:

3.1. Conversion coefficient for the Bonds of k-issue is calculated by the following formula:
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	-
	price for the Bond of k-issue, calculated in accordance with paragraph 3.2, rub. 

	r
	-
	annualized return to maturity, in unit fractions, established in accordance with paragraph 3.4.

	Nk 
	-
	par value, rub. 


3.2. Price for the Bond of k-issue is calculated by the following formula:
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where:

	Ak
	-
	accumulated coupon interest of the Bond of k-issue, as of the Contract settlement date, rub. 

	n
	-
	number of coupon payments

	i
	-
	number of coupon period

	j
	-
	number of current coupon period

	ti
	-
	period before payment of i-th coupon,  in half-year periods

	Ci
	-
	value of i-th coupon, rub.

	N
	-
	par value of the Bond, rub.

	Tk
	-
	period before maturity of the Bond of k-th issue, in halves-year periods


3.3. The procedure for determining the value of the accumulated coupon interest on the Bonds is established in the Resolution on emission of the corresponding Bonds’ issue.
3.4. Conversion coefficients are calculated on the date of the Contract settlement and level out the prices of all Bonds’ issues so that their return to maturity was the same. The value of return to maturity when calculating the Conversion coefficients is determined by the resolution of the Exchange by recommendation of the Derivatives Market Committee. 
3.5. The values of conversion coefficients are rounded off to the nearest ten thousandth place by the mathematical rounding rules. 
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