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1. Executive Summary

Central Counterparty National Clearing Cenfrei CCP NCCO o t he i
established in 2005 as the Bank WANational C
the CJSC JSCB National Clearing Centre, by resolutioth®nnual General Shareholders
Meetingand registered with Interdistrict Federal Tax Service Office No. 50 for the City of Moscow
on 30 May 2006 (Legal entity state registration certificate series 77 No. 010075586 of 30.05.2006.
Primary State RegistratioNumber (OGRN) 1067711004481).

CCP NCCwas issued Credit Organization Registration Certificate No. 3466 by the Bank of
Russia on 30 May 2006 and license No. 3466 for banking operations in rubles and foreign
currencies but (without a right to raise retasltaeposits) on 16 August 2006.

In 2014 CCP NCC was reorganized through merger with the -Blanking Credit
Organi zation ARTS Clearing Houseo Credit Or
Closed Joint Stock Company RTS Clearing Center, CCP NCC being a legal successor to the abo
legal entties.

By resolution of its sole shareholder, in 2015 the trade names of CCP NCC were made
consi stent with the applicabl e Naianal Clearingd c h
Centret Joint St ock CoOeariagByandé& 0a n @ n DIHTcengeaNo0.c3A66 2
for banking operations in rubles and foreign currencies (without a right to raise retail cash deposits
was renewed to reflect the name change, along with the earlier issued license for raising an
placing deposits in precious metals.

In20l7based on the sole sharehol derdés resol
bank to the no#bbanking credit organizatioincentral counterparty, and was renamed accordingly
ascredit organization Central Counterparty National Clearing Cebtiefly CCP NCC On 28
November 2017, CCP NCC was assigned the central counterparty status by the Bank of Russi
Due to the status change on 28 November 2017, CCP NCC obtained banking license No. 346¢
A s f o-bankm@ anedit organizations acting as caintounterparties.

Pursuant to the Federal Law on Clearing, Clearing Services and Central Counterparty, ant
for the purposes of its clearing activity, CCP NCC also maintains the clearing license dated
18.12.2012.

Another license of CCP NCC includedevelpment, generation and distribution of
encryption (cryptographic) tools, information and telecommunication systems protected with the
use of encryption (cryptographic) tools, works and services related to encryption of information,
maintenance of encryptiofcryptographic) tools, information and telecommunication systems
protected with the use of encryption (cryptographic) tools, except for maintenance of the
encryption (cryptographic) tools for | egal

In 2015 CCP NCC was accredited by the Bank of Russia to perform functions of a
commodity supply operator.

Principal Place of Business
Moscow

Mailing address
13, Bolshoi Kislaskiy pereulok, Moscow, 1250009.
During the reporting period, the followirggructural units were operating:

1 Sredniy Kislovskiy Additional Office of CCP NCC at 1/13, Sredniy Kislovskiy
pereulok, bldg. 8, Moscow; and

1 Spartakovskiyadditional Office of CCP NCC at 12, Spartakovskaya Street, Moscow.



Management bodies
According to théArticles of Association, CCP NCC's management bodies are as follows:

1 General Shareholders Meeting is a supreme management body;

1 Supervisory Board as a management body responsible for overall supervi€iGR of
NCC activities. Members of the SupervisoBpard are elected by the General
Shareholders Meeting to hold office until the next annual General Shareholders
Meeting;

1 Management Board (a collective executive authority) provides daily management of
CCP NCC operations. Members of the Management Boaedebected by the
Supervisory Board, each memberds term
the Supervisory Board but for not more than five years;

1 Chairman of the Management Boafdh er ei naf t er ACEOO0) (
provides daily managemeat CCP NCC and is elected by the Supervisory Board for
a term to be determined by the Supervisory Board but for not more than five years.

By resolution No. 36 of 23.06.2017 of the sole member, iRel& Touche CIS was
appointedan independent auditor GCP NCC for the year 2017.

2. Authorized Capital and Shareholding Structure

When establishing the Comparthie Annual General Shareholders Meetimgproved the
Authorized Capital of the Company totaling RUEB5,000,000.00 and divided into 235,000
registered ordinary shares with par value of RL)@0.00 each.

Between 2006 and 2013, CCP NCC's authorized capital was increased from RUB
235,000,000.00 to RUBR5,170,000,000.00 via placement of additional registered uncertified
ordinary shares irCCP NCC. Further increase of the authorized capital welated to the
reorganization of CCP NCC in 2014 through merger and two additional issues of ordinary
registered uncertified shares in CCP N{DbGhe aggregate number of 1,500,000 (not exceeding
the number of authorized shares) through conversion of shares of the acquired Blatities:
Banking Credit Organi zat i on -stick toBipady) and closed g
joint-stock company R$ Clearing Centre

As of the end of the reporting period, taethorized capital of the Company was RUB
16,670,000,000.00 and divided into 16,670,08@istered uncertified ordinary shares with par
value of RUB1,000.00 each.

Shareholding structure

As of 31 December 2017, the shareG&P NCC contained entry ohe shareholder only,
namely Public JoinStock Company Moscow Exchange MICEXS.

During the reporting period, CCP NCC Register of Shareholdassmaintained by Joint
St ock Companiyoni Reogmpsatnfrya STATUSO .



3. Industry Position of CCP NCC

In 2017 CCP NCCin accordance with its approved Development Strategy and priorities,
was focusing its main efforts on implementation of its projects and targets related to developing
its clearing services, carrying out activities aimed at improving the risk manageweeggas and
enhancing the CCP governance quality in compliance with the legislation of the Russian
Federation and international standards.

In 2017CCP NCC was carrying out its business amid foreign sanction regime still affecting
t he maj or i teadingfihandtunsaket playess, under the threats of even more severe
sanctions and related risk factors. Under the circumstances, CCR&pE@smain focus on the
communication with its counterparty banks as they were applying the compliance protedures
their transactions; tested some alternative channels of communication and made provision for th
management of these risks under a specific stress scasitaimRecovery & Resolution Plat
the same time, CCP NCC was exposed to a persistent deangag number of its client credit
organizations both due to revocation of their licenses by the Bank of Russia and consolidation o
the Russian banking sector. As a result of windipgof several credit organizations (clearing
members), CCP NCC had tse the liquidation netting procedures to ensure absolute fulfillment
of its obligations of the central counterparty.

The most prominent trends of 2017 also included the stronger reliance on government an
corporate bonds and Euro as a collatpostedby the market participants. The resulting decrease
in Dollar and Ruble portion of liabilitiesequired on the part MCC to modify its asset structure
as regards financial instruments and currencies.

The status of nebanking credit organizationcentral ounterparty, assigned to CCP NCC
in 2017 represented a milestone event for its operations. The status assignment was a practical s
towards implementing the legislative reform of the central counterparty activity regulation in
compliance with Federal Lalvo. 403F Z of 29.12. 2015 AOn Amendm
Acts of t he Rurdesded o hafrerize rtha status red functions of central
counterparties.

During the reporting year, CCP NCC managed to maintain the positive trends in tireggrow
earning capacity of the business both due to commission and interest income from transaction
with idle funds and fuds of the Groupthus enabling imeeta requiredevel budget revenue of
the Moscow Exchange Group

CCP NCC is ranked well among [ {10 credit organizations of Russia in terms of asset
value which reached RUB.78 trn as of 31.12.2017. In terms of capital, CCP NCC still remains
one of the worldds most capitalized centr al
took partin the development of international rules and standards for central counterparties as «
member of theGlobal Association of Central Counterparti€CP12 and the European
Association of Central Counterparty Clearing HoUSEACH.

In 2017CCP NCC continued provision of clearing services in all markets of the Moscow
Exchange Group (FXnarket and precious metals market, securitresket, money market,
deposits meket, derivatives market, and standardised derivatives mdhleseinafter- SD
market) and commoditiesnarket of the National Mercantile Exchange JSC.

The general overview of CCP NCC clearing operations in thexchange markets in late
2017 is shown ithe figure below:


https://ccp12site-main.pbworks.com/w/home
http://www.eachccp.eu/
http://www.eachccp.eu/

Moscow Exchange National Mercantile Exchange

Clearing with CCP in the CCP NCC
derivatives, FX, precious— [EEaSEUREICRUNS
metals and&D markets {1 560clearing
members Clearing in the commodity
T RUB 1,6151m market (deliverable grair
. N liabilities of clearing and sugar futures) witl
Clearing in the securitie members based on cCp
market (with or without| clearing results
CCP) and deposit marke (against RUB 1,531

(with CCP) trn in 2016)

The past year 6s mostwentsintjuder t ant results a

[. In connection with the changed status of CCP NCC from bank tm@n-banking credit
organizationi central counterparty CCP NCC has:

91 developed and approved new versions of and amendments to its fundaméoiasen
documents including th€learing Riles the Regulation on Risk Management System
Arrangement, the Guidelines on Stress TestingCCP NCC, the Guidelines on Model
Accuracy Evaluatioty CCP NCCDedicated Own Resources Calculation Methodology
Resourcesf the Central Counterparty of CCP NCC; also approved the revised Articles of
Association, the change in its name and increase in the number of independent directors i
its Supervisory Board

1 amended the agreements with the Bank of Russia governing the settlement and cas
services of CCP NCC, rules for lending of CCP NCC by the Bank of Russia, and
participation of CCP NCC in deposit transactions of the Bank of Russia; and

1 obtained a licensen banking operationfor nonbanking credit organizatioriscentral
counterparties and had its clearing business license renewed.

. 'n i mpl ementing the Moscow Exchange Grou
activity development, the following steps wéaken:

1. The Unified Collateral Pool Project. Phase |.This Project was launched to reduce
transaction costs of clearing members 1in
(even in global terms) clearing functions by the clearing honsleding:

unified account (unified pool account);
unified collateral, together with the unified pool collateral management service;

possibility of crossmargining between the FX market and precious metals market, as well
as between the securities and momarkets;

1 possibility of crosanargining between the derivativasarket and securities and money
markets (to be implemented at Project Phase Il during the first half year 2018); and

1 netting when settling trades, executed in the FX market and precioals metrket, the
securities and money markets, and the derivativasket.



Advantages of the Unified Pool

1 As regards the clearing collateral:

o unification of the list of assets acceptable as collective clearing collateral (Quarantee

funds contributions) ithe FX market and precious metals market, securdtnes
money markets, derivativesarket and standardised derivatives markietdyding
acceptance of sovereign bonds and Eurobonds in all markets) (impleme2®d& in
for the FX market and precious metanarket, securitieand money markets,
derivativesmarket and standardised derivatives market);

unification of the list of assets acceptable as individual clearing collateral for the
fulfillment of obligations under trades executed in the FX market ag@qars metals
market, securitieand money markets, and derivativearket, through the collateral
under the unified account

provision of the unified approach to acceptance of assets as collateral for the
fulfillment of obligations under trades executadhe FX market and precious metals
market, securitieand money markets, and derivativearket, through the collateral
under separate accounts &ach of these markets

1 As regards settlement:

0 obligations and claims arising from trades executed in thengket and precious

metals market, securitiesd money markets, and derivativearket are nesettled
from the assets held in the unified pool account.

1 As regards calculation of the collateral:

1

0 certain elements of crossargining were introduced tallow crossmargining of

obligations and claims arising from trades executed in different markets: between the
FX market and precious metals market, the securitied money markets
(completed), and between the derivativearket and the securities and ragn
markets (to bénalizedin 2018).

Key features of netbased settlement

obligations and claims, recorded under the unified pool account and arising from trades
executed in different markets, including the variation margin payment obligations, are
terminated on the settlement date by netting (for each asset);

the total net obligation calculated through the netting of obligations and claims arising from
trades executed in different markets is settled from the assets recorded under the unifie
pool account;

all nortulfilled obligations, recorded under the unified pool account are settled through
settling trades (REPO trades, swaps or closingdalsy trades) from the unified collateral;

unification of the Time Specifications for settlement of obligatioradlimarkets:

(0]

(0]

obligations in securities are settled during clearing sessions at 05:00 p.m. and 07:0C
p.m.,

cash obligations of clearing members towards the CCP NCC are settled during the
period with account of ceaff time for the relevant currency but rader than 08:00
p.m. Moscow time;

for the settlement of cash obligations with the breach of time, set by the Time
Specificationsthe fine is levied upon the clearing member.



The following steps were accomplished in December 2017 under the Ubdikederal Pool
project:

i facility to switch to a unified pool account;
1 managing the collateral on a unified pool basis:
o transferring asset between accounts, including the unified pool accounts;

o transfer of the Russian ruble profile between the cleaystem of the securities
market and the clearing system of the FX and precious metals market, and betweer
the clearing system of the securitiearket and the clearing system of the derivatives
market;

o transfer of the foreign currency profile and of thegious metals profile between the
clearing system of the securities market and the FX and the clearing system of the
precious metals market;

o0 collateral return, from the unified pool accounts inclusively, upon request of the
clearing member.

1 netbased setiments of trades executed in the FX market and precious metals market,
securitiesand money markets, and derivativearket from the assets posted to the unified
pool account;

1 unified Time Specificationfor settlement of obligations in the FX market amdgous
metals market, securitie&d money markets, and derivativearket

Derivatives
market
FX market
Securities
market -

09:30 10:00 11:0012:00 14:00 15:15 17:00-17:30 18:45 19:00—19:30 20:00 — 20:30 23:50

Additionaltrading session

Maintradina session '

‘Trading sessior

Tradina session

11:00 settlement byglearing members of obligations in Tenge

12:00 settlement by clearing members of obligations in Yuan, Belarusian k
Russian Ruble, Hong Kong DollgBwiss Franc

02:00p.m.  settlement by clearing members of obligations in Turkish Lira

05:00p.m. settlemenby clearing members of obligations in Euro and G&#ttlement
of obligations in securities under trades, executed before 04:00 p.m.

05:0005:30 execution of REPO trades with clearing members in case of shorte
p.m. securities

07:00p.m. settlement of obligations in securities under trades, executed between
p.m.and 07:00 p.m.

07:0007:30 execution of REPO trades with clearing members in case of shorte
p.m securities

08:00p.m. settlement by clearing members of obligation&JBD, Russian Rubland
precious metals, including payments of fees, fines, penalties, and ¢
interest

08:0008:30 execution of REPO / swap trades where there are outstanding obligati
p.m. cash / precious metals in case of shortage of cash fymndsious metals

8



2. Launching the Placing Deposits with Central Counterparty project

In 2017 CCP NCC started exercising its functions as CCP for trades entered by pairing
deposit orders of corporate custom&ith orders for REPO iGCC to raise funds. During the
reporting year, the legal entities, other than credit organizations or professional securities marke
participants, were provided with direct access to the money market. As a result, they were able t
place deposits with cémal counterparty at market rates ofexchange REPO, the settlement of
obligations under such trades being guaranteed by CCP NCC acting as a central counterparty. Tl
Project was accompanied with enhancement of the risk management system, espexitdlyats
for the clearing service admittance of such participants

The main characteristics of the deposit market are as follows:
1 deposit currency: Rubles;
T minimum admissible order: RUB,000.00;
1 deposit term: from 1 day to 1 year:
o inthe offorder bookmode, any term up to 1 year;

0 in the order book mode: 1 day, 1 week, 2 weeks, 1 month, 2 months, 3
months, 6 months, and 1 year;

1 deposit orders from corporate clients are paired with REPO orders with GCC to
raise funds;

1 corporations are entitled to placetbbanorder book and oférder book modes
deposit orders;

1 within the order book mode, deposit orders from corporations will be normally
considered in a common order / quotation book for REPO with GCC;

1 early repayment of deposits is not allowed.

Start of trading Deposits credit and
i reports submission
(off-order book) Endof trading (it balance is sufficient)
Deposits with CC TEmE 19:20 2000
9:30 10:00 :00 : :
- Crediting funds as
Start of trading deposits, fees
withdrawal and
(on—order bOOk) reports submission*
Cash flow when placing depo Cash flow when returning depos
NATIONAL & = A = —x
corpor— B EF = [*U°%  corrore— P EEE "
SAt GC S — i
NCC DEP( | 25Y0S SA NCC DEP( 2 asvyo$s
account DEPO account DEPO

SA means a settlement account under the NCC clearing account for the cash funds recording



. Additional opportunities for clearing members:

the newly implemented TRAN technologftlows to obtain and automatically process
information on any changes in cash and securities positions within the trading and clearing
system, regarding:

o income transfer obligations under REPO trades;
cash and securities transfers between accounts;
debitsand credits of cash and securities;
fee / fine / breakup fee payment obligations;
variable margin payment obligations/ claims in the FX market;
discharging obligations and transferring asset with the arrived settlement date; and
obligations / claims undeunified pool settlement account from the FX &
derivativesmarkets to the securities market;
withdrawing the cash collateral in the securities and money markets up to the net claim
amount, ascalculated based ambligations and claims under tradest wi t h t he
settlement date. Collateral withdrawad tothe net claimtamountis available at any time
during the settlement date subject to observance of the return conditions (and subject to th
sufficiency of the remained collateral);

O O O 0O 0o O°o

returning cash fundsfrom the securities market pursuant to a standing instruction to
return cash collateral to the amount of the total net claim (in the same manner as this
procedure applies in the FX market). Execution of such standing instruction to return cash
collateral is subject to prior calculation of such final sigtgations/ final net claims and is
effected in the relevant currency

transfer of the individual clearing collateral into the other collaterad the securities and
derivatives markets upon dpation of the clearing member. Following such change of
collateral status, the clearing member may credit foreign currency as collateral directly to
CCP NCCO0s correspondent accounts with t
procedure applies imé FX market and thus speed up the relevant transaction.

. Extended list of assets acceptable as collateral in the securities market

Since 2017, to unify the list of assets acceptable as collateral in various markets within
the Unified Collateral Pool projecCCP NCC started accepting foreign currencies and
precious metals as collateral in the securities market (based on the settlement accoun
in the unified pool at the first stage) according to the following list of foreign currencies
and precious metalseeptable as collateral by CCP NCC:

USD (United States Dollar)
EUR (Euro)

CNY (Yuan)

GBP (British Pound)

CHF (Swiss Franc)

HKD (Hong Kong Dollar)
BYN (Belorussian Ruble)
GLD (Gold)

SLV (Silver)

O O OO0 O o oo o
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For the development of its risk management framework, CCP NC&ried out the

following:

1. Implemented the updated stress testing and back testing metholdgy, and thus
bringing CCP NCC activities in line with the requirements imposed by the Bank of
Russia on NCOCCPs. The updated methodology includes daihitial margin
backtesting and stress testing.

2. Strengthened the structure of CCP safeguard levels by:
o modifyingCCPO6s recovery tool s, in particu
C 0 U Nt e hapildies hayrauting procedure;

0 increasing thesizeof cl eari ng membersodé contribu
RUB10 mnin the FX marketand precious metals market, securitiearket and
derivatives market

3. Introduced the interassetspreads in the securities market for federal loan bonds
and corporate bondsto achieve moreffective margining of open bond positions and
enable the clearing members to manage their collateral efficiently.

4. Implemented automated business reputation risk managemeritamework which
allows a reatime monitoring, evaluation, and review of events affecting various
business areasf NCC and to correlate them with business reputation riskisaitk
changes in this type of risk.

IV. International rating agency Fitch Ratings confirmed the lorgrm issuer default rating

VI.

VIl

(IDR) of CCP NCC in foreign currenciesit iBBB-fi with positive outlook and in domestic
currency affil | o with stable outlook, being oneotth higher than the sovereigrting of
the Russian Federation.

The Analytical Credit Rating Agency (hereinafter ACRA) confirmed CCP NCC's national
scale credit rating at AAA(RU) with Stable outlooRAccording to ACRA experts, the credit
rating and the dlook assigned to CCP NCC result from its strong and sound business profile,
exceptional position in liquidity and capital buffer, which offset the credit organization's risk
profile, and CCP NCC's critical systemic importance in the Russian financiaktredsio
additionally contributes to the above rating.

The Quality Management System introduced in CCP NCC was confirmed ISO 9001:2015
compliant which is an important additional element of the risk management framework
aimed at improving the perfection agdality of the management of the central counterparty.

Maintaining stability of CCP NCC capitalywhich was increasing over the reporting year
due to growing net income of the Organizati@rslight decrease in CCP NCC owned capital
as of the reporting dat(from RUB46.52bn as of 01.01.2017 to RUB5.96 bn as of
01.01.2018) was driven by a need to fulfill its dividend payment obligations to the
shareholders. In 2017, CCP NCC paid RUBlhdividends from the past years retained
profit, without any impacon its stability or being at risk of not meeting the regulatory
requirements of the Bank of Russia.

VIIl. The 1-st Stage of CCP NCC Reporting Projeeimed at reducing operational risks and

automatization of the regulatory and tax reporting processes as weglaasng for financial
monitoring purposes, was implemented. During the reporting period, CCP NCC deployed the
hardware and software system, which makes it possible to start generating some reportin
forms for the Bank of Russia immediately.

IX. The amende@nd restated Guidelines for the opening and closing of bank accounts, deposit

accounts with CCP NCCand the amended and restat&didelines for the opening,
11



maintenance and closing of impersonal metal accounts with CCP NCC, which incorporate the
amendmentso Bank of Russia Instruction No. 153, dated 30 May 2014
Closing Bank Accounts and Deposit Account

Reliable settlement of its obligations to the clearing members and successful implementatior
of business projects aimed at the depsient of clienicentered clearing services made it possible
to considerably expand the volume of services rendered to the clearing members.
As of 31 December 2017:

the total number of clearing members was 6&fanizations;

the volume of the obligationsf the clearing members determined on the basis of the
clearing results for 2017 exceeded RUB1S trn; that is D5 times higher than the similar
figure for 2016 (RUBL,531 tn);

1 the amount of the received fees was R&B52mn, that is 1.08 times highehanthe
similar figure for2016 (RUBG6,435mn).

Number of clearing members in markets
against total number of all clearing members

[INUMBER]
463
90,00% [NUMBER]
80,00% 387
70,00% FX+PM 1M
60,00% <y
50,00%
40,00% [NUMBER] DM
113
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o 37 85 NAMEX 4T
10,00% -

| S
0,00%

FX+PM SM DM SD NAMEXT B

Volume of obligations based on clearing results, RUB bn

PM: 250
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=R P
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Volume of cleared trades

. SD: FX:
DM:
72.76% 0%  4.69%
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Dynamics of volumes of obligations cleared in 2017 in
FX, securities and derivatives market¢RUB)
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Dynamics of volumes of obligations cleared in 2017 in precious
metals and SD market{RUB)

70 000 OO0 00O

60 000
50 00O
40 00O
30 00O
20 00O
10 00O

January April July October December

4. DevelopmentProspects

In 2018CCP NCC will carry out its activities adhering to the same business coordinates that
it has been to as long as the organization exists, and follow the development vectors set by tF
legislation of the Russian Federation and regulatory requirements nt®evelopment Strategy,
new and existing projects, international standards and the best practices of central counterpar
clearing organizations.

As a systemically important infrastructure organization, CCP NCC will be further playing
the role of CCP asguarantor of completion of settlements and a counterparty under trades to all
market participants.

Based on its forecast of increasingly negative external backgmw@dl8, continuance of
the banking sector rehabilitation trend by the regulator, asasetie impact of other important
domestic and international factors on its activity, CCP NCC will be paying utmost attention to
monitoring the situation in the global and Russian financial markets, directly tracking the activities
of the clearing memberpartners and counterparties for the timely response to challenges, thus
ensuring continuity of the critical services provided by the organization in the field of clearing and
in performance of the central counterparty function.
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CCP NCCO6s g ctoim2018 wip be dirdkgal @rimarily to the implementation of its
important business projects and performance of the top priority tasks, as follows:

A. Unified Collateral Pool Project. Stage Il

In 2018, the clearing, risk managementexchange markets and $tibdivisionsof CCP NCC
will continue focusing their joint efforts on the objectives targeted by the second stage of the
project, as follows:

o providing possibilitiesfor transfersof securities profile between the clearing
systemof thesecuritieamarket and the clearing systerthederivativesmarket;

o implementing the crosmargining function;

A in 2018, the subdivisionsvolved in the risk management process will
continue theqint work on introducing the crossargining for themainon-
exchange markets, including introductionimtier assespreads on related
instruments. The changes being introduced will enable participants to
manage their collateral in a more efficient mannex the common
margining of the instruments, which prices depend on the same risk factors;

A in addition, in 2018 the changes will be introduced in the risk management
frameworkin the derivativesnarketfor providing more facilities in risk
netting between instruments within the same underlying asset, risk netting
between positions held by different clientstbé clearing member; new
concentration risk management mechanisms (concentration iniiie a
manner similar to thd-X and securities markets) will be introduced. The
framework for determining settlement prices of futures contracts will be
enhanced to improve the accuracy of pricing.

o unifying theTi me Specifications forsedadlbh medl
service) in the securities and FX markets;

o implementing the loss allocation mechanism by discounting the clelaoung® s
obligations in order to limit the clearifppus® s | i abi | i t gous®er t
obligations to clearing members.

The Unified Collateral Pool Project. Stage Il is scheduled to be launched in the firsf half
2018.

B. Creating a unifiedclearing infrastructure required for building a unifiectlearing platform

The project for segregation of the statuses of market participants and clearing members wa
successfully implemented in the FX and precious metals marketSxnthrket and allowed to
enroll three international clearing members (Bank of America, ICBC, D&dlwell as five SMA
clients, including nofresidents. The implementation of this project in other markets will facilitate
unification of available services for all @xchange markets and attract more-negident clearing
members as well as entitles whre not licensed as professional securities market participants.
Also, this will boost the creation of the unifietearing platform for all orexchange markets of
the Moscow Exchange Group.

The project provides faheimplementation of the followingbjectives:

f unifying the structure of accounts of the 1st, 2nd, dhtkgel of clearing members and
their clients in the securities, FX and derivativesrkets + creating the account
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management services for clearing members (for automated downloadtsfdind risk
parameter settings, etc.);

1 unifying the structure of clearing membership in the securities, FX and derivatives
markets; and

1 unifying the timeframes for matto-market clearing sessions in the securities, FX and
derivativesmarkets.

¢. Links to Foreign Liquidity Providers Project

Together with the Moscow Exchange, CCP NCC develops a project to provide the clearing
members with an OTC service to enter trades in the currency pair EUR/USD (with the possibility
to extend the listof currency pairsn f ut ur e) with worl dés | eadi
of this project will provide participants of the Russian financial market with an access to foreign
liquidity at minimum risk and best prices. Domestic Russian banks will be able to access
previously inaccessible for thelquidity sources with more profitable spreads, which in turn will
provide additional driver for further growt

In 2018NCC proposes to launch a pilefTC serviceallowing clearing members to enter
spot sale and purchase trades in theetwwy pair EUR/USD. In the longin between 2019 and
2020, this opportunity will be extended to swaps, G10 currendi&D Dollar pairs, as well as
connection to the asset modebrfr other markets (precious metals, foreign securities, bonds,
indices).

D. Increased transparency of CCP NCC for clearing members and disclosure of quantitative
dataof its business as a central counterparty, in view of the requirements imposed by the Bank
of Russiaon CCB and the worl dbés best practices

Due to the change of CCP NCC status from the bank to CCP NCO, from 2018 the new
requirements of the Bank of Russia to disclose detailed information of CCP's activity will apply
to NCC similarly to the diclosure already applying to CCP NCC in accordance with the
international CPMIOSCO standards. The requirements of the Bank of Russia are largely
identical to the international standards, except for the extended range of disclosure informatior
fields andthe requirement to make disclosure in Russian. The quantitative disclosure would also
include specific CCP statutorgtios and their components.

E. Proprietary operations in the financial markets

In2018CCP NCCO6s activities in the financi al
managing the liquidity with taking into account the clearing activities of the central counterparty
and proprietary operations in the markets; performance of the procefldefaultmanagement;
management of the portfolio of assets for obtaining income according to the planned target of the
shareholder.

The main changes in treasury transactions are expected to afféquitiey management
area in 2018. They will be paatly related to the changes in product line of the Moscow Exchange,
such as the beginning of trading in Turkish liras and Japanese yens as well as the introduction ¢
a unified limit for clearing members. The adoption by the Russian banking sector epaqive
payment system, which changes the timeslots for payments and, therefore, the clearing settleme
terms will render even stronger impact on the proprietary operations. The changédiouts
of the central counterparty may also impact the tiaregs of interbank transactions thus affecting
the efficiency of cash placements and, ultimately, the interest income earned. Therefore, CCP NCi
will have to change its asset management strategy to ensure the optimal correlation of the fun
flows under itdreasury and clearing operations.
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As regards the securities portfolio structure, the key changes may be driven by significant
decrease of the key rate for Russian Rubles and simultaneous increase of discount rate for L
Dollars. Such changes may causertiaket participants to alter their baselines, in particular, for
carry trade transactions. As a result, the treasury transaction focus may be displaced from securitit

to money market
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5. Development results in major (priority) operational areas
5.1 Clearing in the FX market and precious metals market

The FX mar ket of the Moscow Exc h-aexohgnge i s
market, where foreign currency has been traded since 1992, and since 2013 there has be
developing trading and clearing gperations in precious metalkhe orexchange FX market is
the center of liquidity in cash operations and the most important segment of the national financia
system. The Bank of Russia uses theemohange FX market to implement its monetary policy
and etablishes the official exchange rates for USD and other foreign currencies against Russial
Ruble based on the @gxchange trading results. The fixing of the Moscow Exchange also serves
as the basis for the calculation of the settlement price of futurgsacts on foreign currency
exchange rate.

Today the FX market and precious metals market of the Moscow Exchange is a medern on
exchange market meeting all regulatory and the most recent technological standards applying t
the onexchange marketwyhich hoss organized trading in main global currencies and the major
volumeof FX transactions. The convenience and unigue nature of taratrange FX market are
ensured by the unifietading and postrading infrastructure of the Moscow Exchange Group,
providing its clients with a full range of trading, clearing, settlement and information services to
its clients. Trades are executed in accordance with the ruléde ofganized trading of PJSC
Moscow Exchange in the FX market and Precious metals market irotidbedcounteauction
mode. Trades areexecuted automatically, progressively as counteders with mutually
satisfactory prices are entered into the system. Also, there is a separate mode for the execution
the offthe-book trades (tw«sided deals). Th&nctions of the trading organizer and technical
center are performed by the Moscow Exchange, and functions of the clearing organization ant
central counterparty are ppermed by CCP NCC.

CCP NCcChas been performing clearing in the FX market since 10 December 2007. Trades
executedn this market are cleared and settled with the participation of CCP NCC acting as a
central counterparty. CCP NCC performs CCP functions forexdicutedtrades, secung
fulfillment of obligations towards nedefaulting clearing members, thus significantly decreasing
the risks of clearing members and relieving them from the need to set limits for each other. The
FX market trading is conducted in a partially secured waig a highly efficient and reliable
risk management framework.

CCP NCC performs clearing in compliance with @learing RulesThe list of currencies
traded in the FX market comprises U&ldrs (USD), euro (EUR), British Pounds (GBP), Hong
Kong Dollars (HKD), Chinese Yuan (CNY), Kazakh Tenge (KZT), Belarusian Ruble (BYR),
Swiss Franc (CHF), and Turkish Lira (TRY), also swap trades with various maturities are
executed. For currency pairs DRUB, EUR/RUB, CNY/RUB, membersiay executeii | o n g
swapo trades with the following maturities:
and EUR/RUB only), 1Y and FI X (for USD/ RUB
GLD/RUB and SLV/RUB). USD/RUB andER/RUB are the main currency pairs. The trading
time is from 10:0G.m. to 11:50 p.m. Moscow time.

In the FX market and precious metals market, CCP NCC clears spot and swap trades, an
since 2014 it has been also clearing derivatives (swaps and futueesjezkwith or without full
prefunding. The collateral may be posted in cash (Russian Rubles, US Dollars, Euro, Chines
Yuan, Hong Kong Dollars, British Pounds and Swiss Francs) and in precious metals (gold, silver).
In the FX market and precious metalsrked, trades may be executed on the basis ajrdar
book order s ( tomler Bobklomeérs. €On thg basisrofanldr hook orders only
partially secured trades of trades with full prefunding can be executed.

Since2013 CCP NCC has beefearing trades in precious metals for Russian Rubles.
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In this segment of the eexchange market, CCP NCC clears trades which can be settled in
the following ways:

1 atthe expensef clearing members;
1 atthe expensef clearing memberslients; or
1 using cash funds in trust management of clearing members.

In Decembe2014 in the FX market and precious metal market there was estalilehed
institute of A g eimeleaany meamber entitiedrtogact asea iwidaeng lbroker and
provide sevices to market participants. According to this model, market participants submit orders
and execute trades, while clearing members become a party to such trades and make settleme
under the obligations arising from the trade.

In 2016 there was also adeection of the collateral for offset positions under euro and US
dollar in the risk management framework due to the introductiantef assespread, which
enablesnarketparticipants and their clients to cut their expenses for operations fundingeFor th
purpose of unification of the collateral calculation the interest rate risk for the positions
Aitomorrowo and margining of the positions f
introduced.

For managing the client risks there was implemeriteelt possi bi |l ity &€ o r
accounts of the 2nd and of the 3rd level that will enable market participants to-esehange
risk management for managing the client positions. At the same time, they have a possibility fot
netting as to deliwy and collateral within the settlement account, under which various client
positions are kept. Withdrawal of funds in the amount of the settlement position enables member
to be more flexible at managing the intraday liquidity without terminating tradimgtruments
with Atodayo settl ements.

The Segregation up to the Final Client Project enabled the option for checking payment
details for the matching of the beneficiary to the segregated client that makes it possible to protec
cash funds of the segregd client.

In 2017 20 corporations were granted a direct access to trades, including Gazprom.
Gazpromneft, ALROSA, Rosneft, Transneft, NLMK, Ingosstrakh, etc. The facility for margining
trades settled at the fixing price and orders for USD/RUB tradésdsatithe fixing price was also
implemented.

The introduction of reliable and effective clearing service technoloagesvell as the
qualitative expansion of the range of instruments that would be of interest for investors contributec
to the increasing appeal of tRX market and precious metals market of the Moscow Exchange
Group and influenced positively the result o GICC performance in the said market. In 2017,
the clearing service fees received by NCC in the FX market amounted td /88%746,000 and
those in the precious metals market were RUIES5,000.

5.2.Clearing in the Securities and deposit markets

The securities market of the Moscow Exchange Group is a modern market meeting all
regulatory and technological requirements, hosting organized trading in major types of securities
traded in Russia. The convenience and unique nature of the securities misid®t@iv Exchange
Group are based on the unified trading and-frasling infrastructure of the Group, providing its
clients with a full range of trading, clearing, settlent and information services.

Since 2017 CCP NCC has been providing the centralilesating services as a central
counterparty under deposit agreements denominated in Russian Rubles. In the securities mark
and deposit market of the Moscow Exchange Group, CCP NCC provides its clients with the mos
extensiverange of services, performimtparing of the trades executed in different trading modes,

19



either with or without performance of the central counterparty functions. CCP NCC has been
carrying out its clearing activities in this market since 1 November 2011. Until 19 December, 2016
the tiading organizer was the CJSC MICEX Stock Exchange, and since December 13 28C6
Moscow Exchange. Clearing settlement in the securities market are performed by the Nationa
Settlement Depository (hereinafter referred to agitiheS D o0 ) .

In the securitie and deposit markets, CCP NCC performs the following types of clearing:

1 clearing of partially secured trades:

o for buysell trades with the central counterpagtyecutecon the basis of eorder
book orders with the settlement T+2 (shares, depositaryptegavestment units,
mortgage participation certificates ISU, ETF) amith thesettlements + 10F2),
as well as for the trades in the above securgx@utedn the basis of ofbrder
book orders with the settl ement from

o for REPO trades with the central counterparty, including REPO trades in general
collateral certificatesexecutedn the basis of oférder book order and esrder
book orders; and

o for deposit agreements;

1 clearing of secured trades:

o for buy-sell trades wi the central counterparty entered on the basis of orders (off
order book and oorder book) with settlement T+0 (corporate, regional and
municipal bonds), as well as the first parts of REPO tradesutedn the basis of
offor der book oxecuton;s with uv+0 e

1 clearingof non-secured trades:
o for REPO trades and btsell trades without the central counterpakgcutecon
the basis of ofbrder book orders, with settlement of kgiye | | trades f
v+30 v+0 to v+2 (for the first parts
second parts of REPtades.

Methods used by CCP NCC to secure the performance of obligattmeptedor clearing
include the individual clearingollateral of clearing members in Russian Rubles, foreign
currencies om securities, and also the collective clearing collateral (default funt)datearing
of partially secured trades used

CCP NCC provides clearing as@ntral counterparty fahe following trades executed with
or without full prefunding:

1 buy-sell tradesin securities with settlementodes v O (except pl ac
redemption trades), KO, Yn;

1 REPO tradesvith settlementodesTO0/Yn, Ym/Yn; and
1 deposit agreements with settlemeatesyYm/Yn.

CCP NCC provides clearing without central counterparty functions for the following trades:

1 buy-sell tradesn securities with settlemeobdesB n , -1 B O , Z0;
1 REPO tradewvith settlementodeskb, Sn, Z0;
1 placement and redemption trades with settlernedéss 0 ; an d

1 placement trades with settlemeoidem O .

In the securities market, trades may be executed on the basiwaf@her book (i r
or off-order book orders. On the basis ofander book aders executed only partially secured or
secured trades can be executed.
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Settlement based on results of the clearing carried out by CCP NCC are performed bott
during and after the trading day, with the following options:

1 atthe expensef clearing members;
1 at the expensef their clients; or
1 using cash funds in trust management of clearing members.

The implementation of reliable and efficient clearing service techniques appealing for
investorshad a positive impact on CCP NCC business results in this nsadeent. In particular,
the clearing fees received by NCC in the securities and deposit markets in 2017 were RUE
5,272,378,000 which is 1.14 times higher than in 2016 (R1629,909,000).

5.3.Clearing in the Derivatives market

Since 2012 CCP NCC hagen providing clearing services in the derivativesket of the
Moscow Exchange Group for a broad range of derivatives, such as futures with their underlying
assets being indices, shares, currency pairs, interest rates, commodities, as well as autans on
futures. The Moscow Exchange is a leading platform for trades in derivatives over the CIS anc
Eastern European countries and is ranked among TOP 8 world derivative trading eXchanges

Today the range of derivatives traded in the derivativaesket includes 90 derivative
contracts of which 57 are futures and 33 are futures options.

The underlying assets fihancial derivatives traded in the derivativearket sections of the
Moscow Exchange aredexes currency pairs, shares of Russian famdign issuers, interest rates,
and commodities:

Securities section Cash section Commoditiessection

Futures: Futures: Futures:

RTS and MICEX indices, blu§ Currency pairs USD/RUB, EUR/RUH Oil: BRENT
chip indices (Russian* any CNY/RUB, EUR/USD, AUD/USD,| precious metals: gold

foreign iSSUEI’S) GBP/USD, USD/CHF, USD/JPY Silver, platinum1 pa”adium

Russian market volatility USD/UAH, USD/CAD, USD/TRY | copper

index (RVI) Interest rates MosPrime, RUONIA | Raw sugar

_ Federal Loan Bonds *

Futures options on Futures options Futures options

Shares oRussian issuer Currency pairs USD/RUB, EUR/RUH Precious metals:

RTS and MICEX indices EUR/USD,GBP/USD, USD/JPY gold, silver, platinum
Oil: BRENT

Not e: The contracts mawhiesall othercohtdactsiare settlenmrerdondse | i v e r

Trading in the derivatives marketasnducted on anonymous or address (negotiable) basis.

When executing clearing and settlement urdivatives (including variable margin), CCP
NCC also acts as a central counterparty drefeby considerably reduces risks of clearing
members and releases them from costly procedure of setting limits for each other.

In the derivatives market, CCP NCC clears trades entered:
1 atthe expense of clearing members;
1 at the expensef their clients;or
1 using cash funds in trust management of clearing members.

! SourceFutures Industry Association (FIA) Annual Report 2@liblished or24.01.2018&tfia.org
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The functionsof settlement depository and settlement organizadi@nperformedy NSD,
which is responsible for the following:
1 recording clearing collateral in cash fungisderthe CCP NCC's clearing accounts
maintained with NSD;

1 recording clearing collateral in a form of securittexlerDEPO trading accounts of
clearing members with NSD.

The range of acceptable collateral assets comprises Russian Rubles as well as foreig
currenges and securities on the list approu®dthe resolution of£CCP NCC and compileth
accordance with CCP NGC@approved Methodology for selecting currency and securities
acceptable as collateral.

In 2017 CCP NCC took measures to further develidg clearing services providedo
clearing members irthe derivativesnarkets, in particular:

(1) CCP NCC continued enhancing thek management framework the derivatives
market of theMoscow Exchange and related services. Among other things, it
implemented the floatonmargin requirementalculation method for such instruments
as ROUNIA rate futures contract and launched the service adwsitite expected
amount of collateral based on modification of risk parameters

Wit hin the scope of teoeel Isattreartael gi Ro op roo,j
implemented the facility to receive and transRussian rubleprofiles from the
derivativesmarket to FX and securities markets.

(3) CCP NCC launched the project and provided a legal opportunity to separate the statuse
of marke participants and clearing members ithe derivativesmarket. The
differentiation ofmarketparticipants frontlearing members dhe derivativesnarket
will make the derivativesnarket directly accessible lyearing members for those
entities, who are not interested, due to the specific features of their business model, tc
act asmarketparticipantsor which may not legally act asarketparticipantsdue to
legal restrictions. As regards the residdatiring members, such separatibstatuses
will provide them with additional benefits through margining of sevenarket
participantghey render services to and settlemenbf net obligations.

For marketparticipantswho perform the functions aflearing members at the same
time, the existing procedures of rendering clearing services and trade organization
services will remain unchanged

The project is intended to unify the service in alexthange markets and provide
additional opportunities to nemresidents (including with usef SMA-access tdhe
trading) and major local brokers, as well as enables small local brokers to cut their
costs due to cancelation of contributions to the guarantee fund arabpbcation of
clearing fees.

Stage | of this project is scheduled for them®l quarter of 2018 and Stage Il is
scheduled for 2019.

In 2017 weekly options on the most liquid assets (futures for USD/RUB exchange rates anc
RTS index) became available for trading in degivativesnarket of thevloscow Exchange. The
new instruments are supplementary to the monthly and quarterly option range. Also, futures
options on GBP/USD and USD/JPY exchange rates are now admitted to the trading, and thi
existing range of deliverable derivativesntracts on shares of Russian issuexs extended to
include futures and futures options for shares in Aeroflot PJSC.

The clearing fees received by CCP NCC in the derivatives market in 2017 amounted to RUB
24,990,000.
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5.4.Clearing in the Commodities market.
Performing functions of a commodiy delivery operator

Agricultural products (grain and sugar) are traded through the tratbagng platform
UROZHAY which allows to adapt the trade fun
standards of trading and logistics and to promiatiynch trading in a broad range of underlying
assets. This technology provides direct access to trading not only to brokers but also to partne!
and end customers.

Trading in grain was launched in December 2015. Initialsewchange trading in wheat
derivatives contracts was held. In 2016, corn and barley contracts were added.

In March 2017 trading in sugar was launched enabling both consumers and manufacturer
to hedge their price risks and schedule their activities more efficiently, and contributing to
increased transparency of pricing at the Russian sugar market. The commodity market als
implemented the full functionality: deliverable grain derivatives contracts were supplemented with
sugar derivatives contracis well as grain swap contracts, thusbéing market participants and
their clients to borrow against the collateral in form of commaodity.

The grain swap sales in 2017 reached RUB 5.2 bn, grain derivatives sales reached 8,50
tonnes (RUB 5%nn), and sugar futures reached 8,500 tonnes (R2JBnn).

As of the end of 2017 market participants comprised nine brokers, five agricultural groups
and over 130 clients.

The Moscow Exchange Group partners with
processors, grain traders, and exporters. By late 20liveryebases, i.e. warehouses accredited
by CCP NCC, comprised 43 elevators (for wheat, corn, and barley) with enetdines total
storage capacity, and nine sugar warehouses (in Central, Privolzhskiy and South Federal Districts

In the fourth quarteof 2017, there was established an Agricultural Subcommittee of the
Exchange Committee of the Federal Antimonopoly Service (FAS) to address development of the
orrexchange commodity markets in agricultural sector.

Title to underlying goods for all traded tnsments is transferred through commodity
accounts of clearing members / bailors. The implementation of such mechanism was facilitated b
accreditation of CCP NCC to perform the functions of commodity delivery operator (by resolution
issued by the Bank dRussia on 28.10.2015 to accredit CCP NCC to perform the functions of
commodity supply operator).

The clearing fees received by NCC in the commodity market in 2017 amounted to RUB
1,144,000.

At the time of such accreditation in October 2015, there nvaéising similar in Russia or
globally to the business of commodity delivery operator. Therefore, all CDO documentation was
elaborated from scratch with reliance to the best practices regarding clearing, exchange an
depository laws and with consideratidintioe specific features of OTC commaodity turnover.

In 2017 CCP NCC continued to actively amend the CDO documentation based on the
available experience of execution, control and recording of commodity supplies and the specifics
of the SD market. During thigprocess, CCP NCC:

1 considered the experience of railway wheat shipments and allocation of the risks of
ensuring consistency of the quality and quantity of the commodity ordered under the
trade and commodity received at the destination staéigtween thenivolved parties
(elevator, survey agent, consignee, and freight forwarder);
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1 developed the functionality for shadgrm and longerm storage of sugar; thus
allowing to adapt the exchange infrastructure to business processes of sugar companie
(market partipants / clearing members) more flexibly;

1 developed the mechanism to establish/remove limits (for maximum limits, agreed
limits) and so forth.

In 2017 in its status as CDO, CCP NCC effected more than 850 title transfers and 622 credits
withdrawals ofgoods to/ from commodity accounts of clearing members / bailors.

The realtime cooperation with elevators/ warehouses in execution, control and recording of
commodity supplies would be unfeasible without exchanging electronic documents. CCP NCC
takes actie efforts to introduce the practice where electronic workflow is used by elevators/
warehouses in their dag-day activity. More than 60% accredited elevators/ warehouses already
use electronic workflovactively when liaising and exchanging documents Wi@P NCC.

As of late December 2017, about 220,000 tonnes of the commodity were stored in the
accounts of clearing members /bailors allowing to reach and exceed the breakeven point of thi
business (the net CSO income reached approx. Ry the yearend)

5.5.Clearing in the Standardised OTC Derivatives market (SD)

Standardsed OTC Derivatives market of the Moscow Exchang@as established in 2013 in
furtherance of G20 resolutions to strengthe
andtransfer SD trading to exchange venues. In 2017, in the context of the Russian banking sectc
consolidation and decreased key rates of the Bank of Russia, members started showing the growi
demand for the interest and currency risk management instrunmvards,in turn drove the further
growth of liquidity of the SD market.

The volume of sales in the SD market of at the Moscow Exchange showetthaesgrowth
in 2017 and reached RUB168&. The highest activity was recorded for trades in currency, interest
swaps and currency fleoptions. During 2017, CCP NCC continued developing the technologies
in the SD market, in particular, the system capacity increased and the algorithm for accruing
interest on collateral was changed. As a result, the members wete educe costs and improve
their experience of exchange dealings.

While implementing the assigned functions, of the SD market representatives intensely
cooperate with the Bank of Russia and market participants.

Cooperation with the Bank of Russia comseg the risk management on the OTC
derivatives market included discussions of:

1 the necessity of clearing with a central counterparty for OTC derivatives, including a
draft statutory document developed by the Bank of Russia to govern the mandatory
clearingwith a central counterparty for OTC derivatives;

1 advisory report of the Bank of Russia on mandatory margining of OTC derivatives.

The market employees take efforts to improve the quality of their client relations with
participants.

These efforts are prianily focused on:
1 adopting experience of interest rate management in private banks;
1 hedging of treasury interest rate risks; and

T di scussion with financi al mar ket part.
commitment as G20 member to gradualtyaduce the mandatory clearing of interest
rate derivatives.
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The clearing fees received by CCP NCC in the derivatives market in 2017 amounted to RUB
1,913,000 which is 3 times higher on the previous year (2016: 632800).

6. Proprietary operations infinancial markets

I n 2017 CCP NCCO0s transactions in the fin
reduction in the cash collateral volume of clearing members and the market anticipation of a key
rate decrease by the Bank of RugeiaRussian Rubles.

The continuing reduction in 2017 of collateral provided by clearing members in Russian
Rubles and US Dollars (see Table 1 below) is likely to result from the optimization by clearing
members of parameters of their collateral avail&ndrading in the Moscow Exchange markets.
This is particularly evidenced by the fact that the amount of -Harmminated collateral of
clearing members with negative rates in the money market remained almost unchanged, while th
amount of Ruble and US Dar denominated collateral with positive rategshe money market
considerably decreased.

Tablel.
Clearing membier s RUB mn UsDmn EUR mn
average annual
2015 80,689 6,090 4,891
2016 74,258 4,139 5,128
2017 54,365 3,003 5,349
Change 2017/2016pn - 19,893 -1,136 +221
Change 2017/2016, % -27% -27% +4%
Therefore, the factors driving the expectations of reduction in BSCPC6s i nc o me

transactions in the financial markets were already formed in 2016. In this context, the main efforts
when executing financial market transactions in 2017, were focused on the change in the ass
structure in favor of more profitabfmancial instruments.

The percentage of securities in the Russian Rdél®minated assets increased from 74%
to 77% on an annual average basis as compared to the year 2016.

The foreign currenciesd assets (seaofTabl
securities: from 12.5% to 17.5%:

Table2.
Eurobond portfolio (annual average) USD in RUB EUR in RUB
equivalent,mn equivalent,mn
2015 19,056 896
2016 71,765 10,318
2017 69,685 24,300
Change2017/2016 RUB mn - 2,080 + 13982
Change2017/2016, % -3% + 136%

It is worth noting that, despite the almost g@hed reduction in liabilities, there was only a
slight change in the Ruble and USD denominated securities portfolios, while the duration of suct
portfolios increased. The result was the reduncitiothe lowincome onrcall assets or the assets of
the Russian Ruble money market lacking strong potential in caskeyf rate reduction by the
Bank of Russia. At the same time, there was a significant growth in thedEnooninated
securities portfoliavhich, given the persistently high level of Euro denominated collateral of the
clearing members, represents one of the leasbesking investments in terms of liquidity.
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I n 2017 the profitability growth oefersé or €
REPO tradeg¢Table 3 below). The growth of USD denominated REPO transactions was driven,
inter alia, by increased market rates. At the same time, the Euro denominated REPO trades dropp
almost to zero due to the lack of market demand fonrtstsument.

Table3.
Reverse REPO portfolio (annual USD in RUB EUR in RUB
average) equivalent, mn equivalent, mn
2015 14,895 10,940
2016 34,424 9,662
2017 42,988 501
Change 2017/2016, RUBN + 8,564 -9,161
Change2017/2016, % + 25% - 95%

In 2017there were significant changes in the credit quality of assets. They were mostly
driven by the amendments made to Bank of Russia Ordinance Nol29kfed 3 December
2012 fnAOn Assessing the Management Quality
Cunterparty Functionso, which amendments af
with whom the central counterparty may execute proprietary operations in the financial markets.
The key amendment is that the requirement that Russian caamiespissues hate haveratings
from international rating agencies was changed to the requirement to have such ratings fron
Russian rating agencies. In fact, in 2017 Russian companies just started to obtain ratings fror
Russian rating agencies and therefore faced difficultidsaimdling their securities portfolio as
regards subscription to new issues. This fact will have an adverse impact during the next year &
well, until all highgrade Russian issuers become rated by Russian rating agencies.

The amount of precious metals tsagtions accompanying the clearing activities increased
in 2017. Volume of Location SWAPs with gold grew by 157% (to 514 kg), and the volume of
acceptances / deliveries of physical gold increased by 195% (and reached 1,725 kg). Furthermor
to improvethe utilization of precious metals balancesimpersonaimetal accounts, CCP NCC
launched the placing of gold deposits. The total amount of the deposits placed in 2017 was 11,25
kg of gold.

In 2017 as a part of extension of the default management functialh noarkets of the
Moscow Exchange, the defauttanagment was tested in the commoditarket. The number
and amount of financial market transactions covered by the defanlhgement procedures
increased in comparison with 2016 (see Table 4 and Fighetotv), which largely reflects the
growth of those omxchange markets where CCP NCC perforime central counterparty
functions. At the same time, the position closing operations partially result from continuing
reduction in the number of clearing membeug totherevocation of licenses from several credit
organizations by the Bank of Russia. It should be noted that the number and amount of default
management transaction are insignificant both in relation to the trading volumeskctlenge
markets ando CCP NCC's assets and render no material impact on the central counterparty's
reliability.

Table4.

han han

- i Number of C\:/e?sugse Volume, RUB C\:/e?sfse
ransactions i
transactions 2016, % mn 2016, %
FX market
Carry-over of position§SWAR

uUSsSD 256 25% 84 645 13%

EUR 71 -39% 12 100 42%

CNY 16 -24% 273 -82%
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GBP 10 158
HKD 2 7
BYR 2 2
CHF 13 123
GLD 1 69
EURUSD_TOD 73 26 454
Regulation of margin requirement
RUB 14 -59% 2 409 164%
Closingof positions
usD 17 89% 5 888 640%
EUR 12 100% 2281 72%
CHF 1 0
GBP 1 0
CNY 5
Securities market
Carry-over of positiongREPO
+SWAP+S/P)
RUB 757 41% 90 103 142%
Closingof positiongSale/Purchase
+LN+ s + 2)
RUB 6 -54% 559 -97%
Derivatives market
Closingof positiongmargin
requiremeny
RUB 1 -50% 22 -75%
*int_rodyction of ICO in the > 0% 11 0%
derivatives market
TOTAL
uUsD 273 28% 90 533 20%
EUR 156 27% 40 835 315%
CNY 21 0% 273 -82%
GBP 11 0% 158 19%
HKD 2 -33% 7 -100%
BYR 2 0% 2 0%
CHF 14 600% 123
GLD 1 -50% 69
RUB 780 33% 93104 64%

Figurel




Dynamics of operations in case of default
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Strong focus is still placed on the CCP NCC liquidity and measures to secure unconditional
performance of central counterpartyéolasebbl i
settlements, the amount of potential refinancing was increased in 284 €r&dit limit under the
Master Loan Agreement with the Bank of Russia for the lending against pledge (blocking) of
securities was raised up to RUBBA. Also, to provide access to additional refinancing sources,
the Master Agreement for Securities PusethéSale) under REPO Agreements was entered with
the Federal Treasury.

CCP NCC expands its correspondent network to ensure efficient clearing settlements. Fo
example, in 2017 it opened a correspondent account in TRY with DENIZBANK A.S. (Turkey).

In2017CCP NCCb6s asset portfolio was formed
reduction trend adopted by the Bank of Russia. By late 2018, the Bank of Russia is expected t
largely finalize the key rate reduction cycle and shift to the moderate moneliagy pbis will
require a different asset formation strategy in terms of risk and profitability given the low key
rates. Furthermore, this strategy may be influenced by actions of the European Central Bank an
the US FRS changing the key rates. Otherdrise pot enti ally i nfluenci
changes in the amount and profile of liabilities connected both with launches of new exchange
traded products in the Moscow Exchange and the improvement of Clearing Rules, for instance
the introduction ofin alkmarketunified limit.

7. Risk Management Including Measures Aimed at Maintaining
High Quality of Management in CCP NCC as CCP.

7.1Risk Management Compliance with Regulatory Requirements and
International Standards

Functioning as a clearing organization, central counterparty and commodity delivery
operator (CDO) in the markets of thescow Exchange Group, CCP NCC performs its activities
employing the ugo-date risk management frameworkeeting the applicable inteational
standards.

Based on its functions and objectives, CCP NCC has a specific risk structure, comprising
the following interrelated groups:
1 risks inherent to CCP NCC as a central counterparty and clearing organization;

1 risks inherent to CCP NCC ageedit institution and commaodity delivery operator.
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CCPNCC's risk management framework covers the following range of risks
1 central counterparty risk;

credit risk (including counterpartyos
market risk;

interest rate riskf thebanking book;
liquidity risk;

operational risk;

strategic risk;

legal risk;

regulatory risk;

reputational risk;

custody risk;

commercial risk; and

systemic risk.

=4 =4 -4 4 4 4 -5 4 4 -5 4

]

CCP NCC's key objectivesme to reduce risks in the financial system and deliver stability in
the servicedsegments of financial and commodity markets where it provides its service. The
achievement of these objectives is facilitated by implementationigsk enanagement framework
enabling the comprehensive analysis of risks arising from all typediatias.

To ensure its operational reliability, CCP NCC applfesrisk managemerdpproaches in
accordance with the requirements of Baak of Russia, recommendations of the Basel Committee
on Banking Supervision, as well as international standardseo€Committee on Payments and
Market Infrastructuresf the Bank for International Settlements and the Technical Committee of
the International Organization of Securities Commissi¢@PMI-IOSCO) for systemically
important infrastructural organizationsuiing the reporting year, CCP NCC's activities aimed at
improving itsrisk management framework were focused on compliance with Bank of Russia
OrdinanceNo. 29190 dat ed 02 December 2012 #A0n Asse:
Credit Organization Perforimn g Cent r al Counterpd@dOryli Ramctei
Uo), as welbwNoadf3FFedér 219. 12. 2015 AOn Amendm
Acts of the Russian Federationo to the ext:e
management frameworks of nbanking credit organizations functioning as central
counterparties

In 2017 CCP NCC made several amendments to its internal documents regulating the ris}
management of CCP. These amendments were primarily necessitated ante ahCCP NCC
status from a bank to @on-banking credit organization central counterparty and a scheduled
revision of the documenth particular, the following documents were so amended:

1 The Regulation oRisk Management System Arrangement, wisithcture and substance
were updated pursuant to the requirements imposed by the Bank of Russia on NCC's ris|
management framewark

1 The Stress Testing Guidelines and tBack Testing Methodologywhich were amended
to incorporate an updatesiress testing ahback testing methods so thatnake CCP
NCCbs activiti e sequocemenssiingposedrby thewBartk lof Ruskia on a
credit organization functioning as a central counterparty. The application of updated
methodsentails backesting of thecollateral adequacy and stressting of the risks of
NCC functioning as CCP on a daily basis

1 The Recovery and Resolution Plan, which was updated in accordance with the changet
status of CCP NCC and based on the new guidelines &ahle of Russia witlegard to
Recovery and Resolution plans foedit institutions.

29



1 The Rsk and Capital Management Strategy, which was revised to include updated results
of the most significant risk identification exercise, targeted structure of risks and capital,
and prowde an updated set of risk appetite benchmark2Ga8;

1 t he Brigkagpétse benchmarks f@018, which set the thresholds for qualitative and
guantitative indicators of the level significant risks to be applied in the year to come and
subsequentlynonitored on a quarterly basis;

T The Bankbés Economic Capital Evaluati on C
to assess the capital requirements to cover its most significant risks both at individual anc
aggregated levels. The revised Economic @adtvaluation Guidelines contains an
updated capital adequacy calculation method for market risk and description the procedure
for calculation of the capital buffer to cover possildseses under stress conditions for
credit, market and operational risks.

The improvement of methodology base of the processes associated with risk and capita
management remains among the most i mportant

7.2Managing Risk of a Clearing Organization and a Central Counterparty

I n 2017 devel opnskmanagerent Ga@é&vohSptimasily focused on
ensuring its financial stability and reliabilibs a clearing organizatiand central counterparty
and was carried out in the following main directions:

1 ensuring adequaayf financial resources for settlements both in normal and extreme
market conditions;

1 setting up arrangements protecting against potential losses in case of a clearing
member 6s defaul t;

1 improving the risk assessment methodologguired for CCP NCC to offenew
clearing products and expand the range of cleared instruments;

T i mplementing the measures to maintain
with therequirements imposed by the Bank of Russia on central counterparties whose
management qualitig confirmed every second yeand

1 providing information transparency to enable clearing members to assess risks
adequately and supervisory authorities to supervise their activities efficiently.

Margining system for clearing members' trades

NCC uses a variety of models to determine collateral requirements depending on the specifit
markets. The model for determining collateral requirements considers the specifics of instrument:
and, accordingly, is applied with minor differences based on #nkats specifics.

The scenarios used in margining models are calibrated on the basis of historical data an
consider the potential price movement scenarios for those assets that have not been meflected
by historical data yet, so as to secure at [88%i confidence probability for the required collateral
amount in all markets.

The asset types acceptable as collateral are also rspeafic, as follows:
Asset types acceptable as collateral in the markets of the Moscow Exchange

Market Rubles Foreign Precious Bonds Shares Commaodities
currencies metals

FX market + + + - - -

Securities market + + - o + -

Derivatives market + + - - + -
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SD market + + - - - -

Commodity market + - -

The launch of the Unifie@ollateral Pool project, the firstage of which was implemented
in 2017 and the remaining stages are to be implemented in 2018 s¢helplerticipants to provide
assets as collateral by posting them to their unique settlement accounts of theponified the
FX, securities and demives markets. This innovation means that participants, who have joined
the unified pool, will be able to place their collateral on a single account for simultaneous use in
three markets with the unified requirements for assets accepted as collateral.
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CCP Safeguard Structure

While developing the system of managing all types of risk, NCC continued to improve the
structure of CCP safeguard levels aimed at ensuring the reliable and transparent interaction wit
clearing members and guaranteed maintenance Bf ICC financial stability in connection of
its performance of the functions of central counterparty. CCP NCC consolidated the structure of
CCP safeguard levels using the following measures:

1 changing thec ent r al Cc oegcavdryetools ag regardsstimroduction of the
procedure for haircddbiteshg central counte

T increasing the size of clearing memmbner s o
the FX market and precious metals market, securities market and derivatives market.

The Figure below reflects the safeguatducture as of 01.01.2018:

- . Maintaining the minimum capital required for ensuring the capital adequacy level
NCC minimum capital (N1ccp) at any time

Replenishment of
dedicated capital

CCP liability limitation
mechanism

NCC supplementary
capital

Securities FX Derivatives SD (ofel Nl loTo [1if=K I OEX contribution
Guarantee fund RUBB.7b 24 up to RUB%HnN for
RUR.7bn .7hn RUBL.1bn || RUB.0%bn RUBO0.0bn Al fErets
) . Securities FX Derivatives SD Commodities
NCC dedicated capital + RUB3 bn
RUR.Obn RUR.5bn RUBR..5bn RUB.4bn RUBO.Dbn for all markets
T - 7

Defaulterds ¢ Total:RUBS.5bn
to the Guarantee funds

Direction of use

—I Defaulterés|

De f au litit@lmargin | |
and collateral for stress

According to the international operational standards for clearing organizaticergral
counterparties, the level of risk covgegby collective funds is considered to be sufficient provided
that, within a short period of time, these resources can cover maximum risk for at least one or tw
default positions. CCP NCC aims to cover maximum risk caused by default of 2 Hegestg
members, which exceeds the requirements of the international standards.

To provide additional protection for natefaulting clearing members, their contributions to
the Guarantee Fund are used only when the amount of total debt of the defaulting ckiearieys
to CCP NCC exceeds the maximum acceptable value. Currently, in all serviced markets of the
Moscow Exchange Group the guarantee fund may be used to cover losses upon default of
clearing member. The size of the guarantee funds as of 1 Jan@8rg 3own in the table below:
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Size of Guarantee Funds in the markets of the Moscow Exchange as of 01 January 2018

Market Size of guarantee fund, RUB Size of contribution of clearing
mn member, RUBMn

FX market 3,690 10

Securities market 2,679 10

Derivativesmarket 1,110 10

SD market 45 1

Commodity market 14 1

Composition of guarantee funds as of 01.01.2018, Ruin

FSF RUB UsD EUR FLB
Resources of guarantee 4,323.8 804 1,035.9 2,209.9
funds of (FXM, SM, DM,

CM)s
Guarantee fund @D 45
market

Financial monitoring of clearing members

NCC uses the internal rating syste®s an efficient tool to monitor financial positioh
clearing members and counterparties to its active trades. The use of formalized internal rating
enables it to promptly respond to deterioratiingancial positionof clearing members and
counterparties, to establish limits for active transactions andsgd# adequate provisions for
possible losses on ridéearing transactions

The internal ratings are assigned in accordance with the Counterparty Internal Rating
Guidelines. In 2017, to evaluate the financial posittdbmew categories ofounterparties ah
improve certain indicators used in calculation of such internal ratings, the r&osederparty
Internal Rating Guidelines was approved, to which amendments were made in connection with:

i transition to the chart of accounts;

1 changed procedures fafiancial reporting for insurance companies, including the grouping
of accounts by items of the balance sheet and income statement. The internal rating proce:
comprises the following components:
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Ratings
Financial )
results Capital A
Counterparties, J Internal rating
issuers, clearing | _ determination
participants methodology
IBC External
ratings
Reporting - B
’
Market Financial
position indicators Expert's
| ) estimate
Mass media . C
MPL Assets

Additional information

D || NR

Information sources for determining of internal rating include financial statements and other
information onclearing members and counterparties, which is significant for assessment of the
level of risks assumed for them. The internal rating represemtsteome of the aggregate point
assessment of financial and aamancial indices and may be adjusted based on the expert
appraisal (with taking into account the information on the ownership structure, data on the
devel opment of t he, markeupodtiens @f a cldaayng smemben is sepagate s
market segments, and dynamics of the value of the stock issued by them, as well as other mater
information).

As of 01.01.2018 CCP NCCOs internal rat
breakdown lg types of NCC rated clearing members and counterparties as of 01.01.2018 is showr
in the table below:

Breakdown by types of participants as of 01 January 2018, %

Credit organization, NCOs, stabevned corporations, international 40%

organizations

Issuers, corporations 32%

Financial companies 14%

Nonresident credit organizations 4%

Commodity mar ket 6s warehouses/ 5%
5%

Other counterparties
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7.3Managing risks of CCP NCC as a credit organization

Due to its special status and typesacfivities, CCP NCC follows a conservative asset
management policy in allocation of free cash.

The key elements of managing risks arising in course of banking operations include:
1 managing the assets and liabilities portfolio;
f monitoring fnangia stamding;ar t i es 0

1 setting limits;

1 provisioning for possible losses to cover risks; and

1 refusal to bear certain types of risks.

Credit risk management

Credit risk with regards to CCP NCC as
investmenbperations.

The credit risk management process is briefly outlined in the figure below:

¥" Unsatisfactory financial condition of counterparties;
Risk sources v Non-performance of obligations by counterparties;
v" Assets posted as collateral under treasury trades.

Risk management methods

Monitoring Placement criteria Limits Provisions
Financial . l
reporting . Limits on
. Requirements to .
— (approximatel inst - concentration of
y once a instrumen credit risk —— For credit claims
quarter)
— Fma.n.cml By groups of
position .
e counterparties
L Daily . For other assets
External rating | (correspondent
By instruments accounts, papers,
SFD)

— | Country rating

The inwestment activity of CCP NCC, the criteria it uses to select counterparties and

instruments in allocation of free cash, as well as maturities based on nearkktyliof instruments
are governed by CCP NCCbs Treasury Policy.

a

The main provisions of CCP NCCO6s investm

a moderate risk level:
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Credit rating requir

Fi nanci al

RF resi de RF nonresident s

IBCs /deposits, conversion At least At least At least At least
transactions (including SWAFRades) A-(RU) ruA- BBB Baa3
Corporate anct At least At least At least
At leastruA-
bonds A-(RU) BB+ Bal
| 1
1 - 1 At least At least
Government b: No restrictionsapply ! AA Aa3
Repo and reve At least At least At least
. At leastruA-
ot her instr A-(RU) BB+ Bal

ACRA RAEX S&PFit Mood

Pl ace neendi aaitpe [ At least At least At least
AAA (RU) rUAAA BBB Baa3

ACRA RAEX S&P Fit Mood
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Maturity Limita

Use of C
l i abilii

Use of oW

Ma x . portfolio Up to 18 months

Repo trades in Up to180days

Maximum terms for MB

SUAlP (CUFFNEY) Up to 365days ! traded instruments

SWAP {fcauroescy i i“““—N;t_i;L;e_ _____ ii

SWAP (precious Up to 365days

Bank of Russi a Up to 31days :r“__I:Ic; ﬁr;]i;s_a_p_pl_y““i
.

| BL ( babBBlarslBBr at ¢ Up to90 days

| BL ( baxBkBs+)r at ¢ Up to180days

Government bonds (othecountrieg Up to 3 years

Corporate bond: Up to 3 years

The cornerstone of control of credit risks arising in course of cash allocation is the limiting
of treasury operations. The existing system of Bneibables limiting of the amount of risks
assumed by CCP NCC to the level correspontliinguaranteed performance of the regulatory
requirements of the Bank of Russia and the Treasury Policy of CCP NCC.

As of 01.01.2018 the structure of the credit risk exposed assets consisted prevailingly of the
funds placed on correspondent accounts wildit organizations, mainly the major foreign banks
and reliable Russian banks. The largest amount of funds was placed on the correspondent accou
with JP Morgan Chase Bank and its subsidiaries due to their performance of functions of settlemer
banks inthe orexchange FX market of the Moscow Exchange Group.

The diagrams below show the asset grouping in accordance with S&P international rating,
as well as the distribution of CCP NCCO0s se

Assets breakdown by internationedtings, Industry breakdown of securities portfolio, RU
% billion
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As of 01.01.2018 due to the high quality assets, the capital adequacy ratio (N1lccp
requirement) was 160.2% (versus the regulatory minimum of 100%), which confirms expressly
CCP NCCO0s financial stability.

Market risk management

CCP's activity is exposed to market risk only in case of creditenskt. Therefore, the
market risk is managed as a part of the range of credit risk management measures.

For the purpose of quantitative assessment of market risk for various markets where CCF
NCC acts as CCP, the methodology was developed to be usediiculpg to for calculation
initial margin posted by the clearing members.

The key objective of market risk management in allocation of temporarily free cash is
optimization of the risk/ return ratio and minimization possibkeses in case ainfavorable
events. To this end, CCP NCC:

T diversifies its securities portfolio (b
1 sets maximum expiration periods for investments in securities;

1 sets limits for investments in securities (for the entire volume of investments, types of
investments, and issuers);

1 classifies the debt instruments and securities by risk groups; and

forms provisions for possible losses from securitietess such securities are revaluated
at fair prices.

NCC is exposed to interest rate risk on securitie famancial derivatives sensitive to
interest rate fluctuations, and on derivative trades in securities sensitive to interest rate fluctuation
as shown in the table below:

CCP NCCOs exposure to mar ket risk as of
01.01.2018 01.01.2017
Interest rate risk 9,550,416 9,065,559
General interest rate risk 2,310,175 1,744,474
Specific interest rate risk 7,240,241 7,321,085
Equity price risk 0 0
Currency risk 0 0
Interest rate risk, % of capital 20.81% 19.62%

As 0f01.01.2018 the interest rate risk amounted to 20.81% of capital (equity) of CCP NCC
(19.62% as of 01.01.2017).
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The interest rate risk is calculated as the sum of general interest rate risk associated wit
adverse changes in the present (fair) value ofrgeEsuand financial derivatives as a result of
market fluctuations of interest rates, and the specific interest rate risk driven by factors attributable
to the issuer of securities, as well as the time periods to securities maturities and the currency i
which the securities are denominated.

NCC is not exposed to equity price risk as it does not hold any equity securities. FX risk
may arise from adverse fluctuations of exchange rates. However, open positions in foreigr
currencies and precious metals wesssl than 1% of NCC capital both as of 01.01.2018 and
01.01.2017, accordingly there were no sensitivity to FX risk. The market risk was considered by
NCC during 2017 as not involving any potential losses that would impair its financial
sustainability.

Managing interest rate risk in the banking book

NCC manages its interest rate risks in the banking book as part of the market risk
management. The interest rate risk in the banking book is assessed on the basis of on review
amount and structure of the batarsheet and cfhalance sheet claims and liabilities included in
the bankdés portfolio.

The source of interest rate risk is an adverse change in interest rates which may caus
potential losses to NCC driven by maturity gap (mismatches of interest ratiemgaf assets and
liabilities sensitive to the interest rate fluctuations, with parallel shift, change of slope or form of
the yield curve, as well as occurrence of the basis risk due to different sensitivity of assets an
liabilities with similar matuty to fluctuations of interest rates.

To assess the level of the assumed interest rate risks, CCP NCC measures its interest re
risks using GAPanalysis and duration methods. Throughout the year 2017, the interest rate risk
in the banking book remainedi t hi n t he admi ssi bl e values ap
Board.

Liquidity risk
The conservative asset management policy contributed to maintenance of the liquidity level
sufficient to perform payment obligations of CCP NCC as a central counterphetyiquidity
management is aimed at ensuring NCC's ability to perform its obligations timely and in full, under

normal market conditions or in case of unforeseeable emergencies without incurring inacceptabl
losses or reputational risks.

During 2017CCPNCOGs | iquidity ratios significant
institutions. However, since CCP NCC was assigned a new status, the regulatory ratios for cred
institutionsare not applicabléo CCP NCCanymore and has been substituted by thelatgry
ratios for norbanking credit organization functioning as a central counterparty:

Meeting liquidity ratios as of 01.11.2017, %

Limits established by the

Bank of Russia 01.11.2017 01.01.2017

Liquidity ratios

Quick liquidity ratio (N2) Above 15% 83.92 85.12
Current | iqui Above 50% 103.54 102.76
Longt erm | i qui d Below 120% 0.58 6.75
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Since CCP NCQvas assigned a new status, one of the regulatory ratios (N4ccp) shows the
liquidity level. Its actual value for CCP NCé&xceeds the minimum threshold several thousand

times.

The liquidity risk management involves the following procedures:

T

1
il

forecasting payment flows with breakdown by major currencies and determining the
required volume of liquid assets;

monitoring and forecsding liquidity ratios;

maintaining quick, current and lorigrm liquidity ratios at the prescribed regulatory
levels;

planning measures to recover the required liquidity level in unfavom@blerisis
environment;

setting limits and restrictions faransformatiorof cash into other types of assets: on
securities transactions based on type and maturity of securities, limit of open FX
position;

composingan optimal asset structure given the available resource base;

considering the maturities and amouwifitavailable resources when investing assets in
financial instruments; and

reviewing the negative scenarios of liquidity shortage, evaluating the risk response
framework, improving the liquidity management tools and methods.

CCP NCC manages its liquidity a realtime mode based on the payment calendar using
the measures to optimizes cash flows, improve operations regulations of active transactions,
settlements and correspondent relations. Liquidity status is assessed on the monthly basis by mee
of liquidity gapanalysis (analysis of assets and liabilities by maturities) and calculatiquidity
shortage (excess) and accruing liquidity shortage (excess) ratio by maturities, taking into accour
the refinancing instrument$he detailed liquidityam| ysi s based on CCP N
is conducted by means of the precise adjustments of compaosition, amounts, and maturities of asse
and liabilities recorded in its books of accounts
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The monthly liquidity ratios monitoring shows that there washmrtage of liquidity in 2017
within all periodsas shown in the Diagrams below

Liquidity risk indicators as of 01.01.2018
(assessment on the basis of CCP NCCOs
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Operational risk management

CCP N ope@tmonal risk managemesystem is a part of its general risk management
system; its functioning is aimed to ensure that NCC is capable to exist as a going concern an
secure smooth operation of its own systems and processes and critical services. The efficiency
functioning ofthe operational risk management system is supported by its multilevel structure,
including distinct distribution of powers and functions among the operating subdivisions,
commi ttees, and management bodies in full
practices. The operational risk management systeyanizationin NCC takesnto account the
recommendations of the Bank of Russia,Blasel Committee on Banking Supervision, as well as
CPMI-IOSCO.

The operational risk management process comprisesltbeifay key stages:

1 collecting data concerning the operational risk events occurred in CCP NCC through
accumulation of information in the operational risk database using the approved
algorithm;

1 identifying potential operational risk by meansseff-assessient procedures;

analyzing and assessing the identified operational risks;

1 determining measures to remedy the consequences of a specific event of operational ris
and measures to minimize occurrence thereof in the future;

1 informing the management bodiegtioe event and level of operational risk (monthly or
promptly upon occurrence any specific event of operational risk) and controlling
implementation by them of the measures to mitigate the operational risk for any
occurred events of operational risk oguarterly basis; and

1 periodic (monthly) reporting by CCP NCC as a qualified CCP to the regulator (Bank of
Russia) on the list of registered incidents and identified operational risks.

The methodological basis for the efficient functionofgts operationbrisk management

on demand

1-2 days
2-7 days

8-30 days

31-90 days
91-180 chys
181 days-1 yuar
1-3 years
no period

=
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system is provided by CCP NCCo6s internal do
1 monitoring operational risk using the system of operational risk indicators;
1 identifying operational risks of new products and processes as they are developed;

1 collecting and reiewing data on operational risk events occurred in other organizations
similar to CCP NCC in terms of their activity profile with the aim of their influencing
on CCP NCCb6s activity;

1 developing measures to handle operational risk and control performameasiires to
mitigate operational risks;

I testngCCP NCCO0s resistance to failures of
once a year;

T upgrading employeesd6 skills for operatd.i

1 system of incentives for employeesncouraging themfor operational risks
identification

1 access rightgolicy in data enteringand processing intended to reduce risk of
unauthorized or erroneous actions of employees of the relevant subdivisions of CCP
NCC; and

1 policy of separation of infomedia at all stagof the life cycle of information systems.

Operational risk is limited primarily due to the use of reliable hardware, information and
technology systems, multilevel control of transaction procedures, andgkilggd personnel.

The comprehensivapproachto mitigation of operational risks (personnel, processes and
systems) implemented by CCP NCC implies, in particular, the implementation of the system for
determination of process automation priorifjegth risks taken into account)performance of
regular risk audit of business processes, maintenance of current accounting of information asset
(information systems, equipment, and communication channels), reservation of communicatior
channels, as well as introduction of the projegsed and servideasedapproach on operation of
various subdivisions.

CCP NCC mitigatests operational risk through preventive and corrective internal and
external control activities, which include in particular the implementation of new access control
procedures, hardware asdftware separatiomf rights of users and administrators of IT systems,
data backups, performance analysis of existing control measures and development and
implementation of new control measures

CCP NCC performs regulaanalysis of its key processesyhich results in the
implementation of new technologies lowering the level abjitsrational risk. In case of launching
of new products and services, CCP NCC carries out a comprehensive multifactor analysis of thi
project including operational risk assesnt. An independent external audit of the information
security system is carried out on a regular basis.

Strong focus is placed on ensuring continuity of CCP NCC activities, for which purpose the
key information systems have reserve channels and capaaitig information is properktored
in electronic archives. Performing its functions as a clearing organizatona central
counterparty, CCP NCC commits to being prepared to any events which may result in suspensio
of its standard operational proceds. Bank of Russia Regulation No. 28dated 16.12.2003

AOn Organization of I nternal Control i n Cr
organizations to develop business continuity and recovery plans to be used in case of emergencic
Incompl i ance with the regulatords requiremen

stateof-the-art business continuity management system taking into account Bank of Russia
Methodological Recommendations No. -MR dat ed 20.05. 2016
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recommadations on development of plans for recovery of the financial stability by infrastructure
organi zations of the financi al mar ket 0.

In implementation of its business continuity processes, NCC uses the methodology of the
international standard ISO 22301 (#d&ecurity- Business Continuity Management Systems
Requirements). This approach includes the following key elements:

1 business continuity managementpolidyhi s i s t he document a
Supervisory Board and (¢ elated tonensaripg bGsth&ss N C
continuity within CCP NCC;

1 assessment of business continuity riskbis is the process of identification of risks,
their analysis and assessment of their

1 analysis of business efféctthisis an anal ysis of all CCP
exposure to various types of incidents in the course of time. This analysis is performed
at least annually and covers all structural units of CCP NCC,;

1 crisis managemerit this is defining of higHevel business continuity management
strategy of CCP NCC, including poeveloped arrangements for responding to variety
of crisis situations;

1 business continuity strategythis is a developed strategy describing the principles of
building the business continyi management system the short, medium and long
runs;

1 business continuity aneimergency actioplani this is a documented procedure to be
used in case of an emergency. The plan contains the list of measures to maintain critica
business functions atdlpredetermined and agreed level;

1 business processescovery plani this is a documented process of recovery and
protection of the IT infrastructure and systems in case of an emergency;

1 incident management pldnthis is a clearly defined and documenégation plan to be
used in case of an emergency in order to minimize its effect on personnel and critical
business processes;

9 crisis communications these are the documented priorities in communication in case
of emergency, which contain the gtevelopedemplatedo be used for notificatiom
the external and internal environments; and

1 testing and exercisinigthis is an important process developedietermineadequacy,
planning quality, efficiency of organizational preparedness of the business dgntinui
management system.

In pursuance of its business continuity management strategy and based on busines
requirements, CCP NCC has establishkernative sites (geographically remote bagploffices)
which are activated in case of realization ofshenario of inaccessibility of the primary offices.
To assess CCP NCC's level of maturity in the area of business continuity management, CCP NC
regularly prepares reports on the key indicators of the business continuity managyestesntand
submitsthemt 0o CCP NCC6és management bodies.

Strategic risk management

Strategic goals of CCP NCC are def 2026 d i
developed in accordance with the Strategy of Moscow Exchange Group for the Yea202015
and approved by CCRCC6s Supervisory Board. Strategic
performance results caused by wralegisions made in course of manag@@P NCC, including
any decisions made in course of devel opmer
devd opment strategy, i mproper execution of t
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management bodies to consider changes in external factors. Therefore, the efficient strategic ris}
management is a key to success in achievingtthégic goals whe implementing the strategy.

The strategic risk management system <co
combination of its functions as a credit organization, clearing organization, central counterparty,
and commodity delivery operator.

In the processf strategic risk management, CCP NCC adheres to the following principles:

T consistency of this strategy with the
activities;

1 making prompt changess @CP NCCO6s strategic objecti
interral or external factors;

1 measurability ofelevant strategic risk parameters;

1 regularmonitoring of the size of the strategic risk parameters;

1 assessment of risks and preparataninformation to make proper management
decisions; and

1 available independeitformation approaches to all significant risks.

For the purpose of strategic risk monitoring, the following monitoring criteria were set:
1 monitoring criterion related to impossibility of achieving the set strategic goals; and
1 monitoring criterion relatetb the change in strategic goals.

Strategic risk is monitored using the established criteria and the range of qualitative
indicators such as:

1 identifying cases of nowompliance with the approved Development Strategy;

1 identifying significant deviationfrom schedule and/or budget for implementation of
strategic projects; and

1 identifying risks preventing the achievement of strategic goals.

The additional tool of strategic risk management at the strategy implementation stage is the
monitoring of the progies of implementation of the Strategic Initiatives. The results of the
strategic risk monitoring ar e r eolleativeabodiey, r €
including:

i data on strategic risk level and dynamics;

statistics of key risk indicators;

resuts of the programs for strategic risk identification and assessment;
report on the statuses of implementation of risk mitigation measures; and
other information related to the strategic risk management.

= =4 4 A

The results of strategic risk managementcanesidered in the process of strategic planning
according to CCP NCC6s strategic goals and
current and planned (target) indicators of risk appetite, CCP NCC takes part in a strategic
objectives developant.

Legal riskmanagement

CCP NCC's legal risk management system is based on the operational specifics-of a nor
banking credit organizationombining the function®f a central counterpartgnd a clearing
organizationin the financial markets of the Moscow Exchange Group with activity of a credit
organization and a commodity delivery operator. It places especially strong focus on the legal risk
mi tigation measures i n ¢ ourcentral cofintg@rty RiIncbsC 6 s
In CCP NCC, théegal risk factors are common to all types of activities; therefore, for the purpose
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of arrangement of the legal risk management processes, CCRa$Q®Qilt a comprehensive legal
risk management system for all types of ERCC's activity.

CCP NCC manages its | egal ri sk in accord
Legal Risk Management System in the Bank National Clearing Center-¢Joirda c k Co mp a
approved by resolution of NQC015BvanotésiNe.8),vnighe r v
takes into accourthe requirements of the Bank of Russia as to the legal risk management set forth
in the Bank of Russia Regulation No.4B3 of dated 12.03.2015 AO0ON
Mitigation in Clearing Operationsid the Requirements for a Document (Documents) Stipulating
Measures Aimed at Reducing Credit, Operational and Other Risks, Including Risks Related to the
Combining of Clearing Operati ons-Uwfil5.04.2003 h et
i On t hieemeRte tp the Risk and Capital Management System of Credit Institution and
Banking GroupoUoOrandab&@ebdb@©93IBo0692005 AO0ON
| egal ri sk and reputation risk management a

The legal risk management process implies the distribution of powers between different
|l evel s of CCP NCCbs management bodi es, str
decision making powers in the process of legal risk management and the comttioédegal risk
management efficiency comprises sever al | ev
and the Risk Committee of the Supervisory
Management Board, CEO, and the Internal Audit Committeethtind level is represented by the
Legal Affairs Officer, Legal Department; Internal Control Department; Risk Analysis and Control
Department; and Operational and Strategic Risk Management Officer; and the forth level
comprises other subdivisions.

In accadance with the internal administrative document, CCP NCC has appointed the Legal
Affairs Officer responsible for the legal risk management and coordination of legal risk mitigation
efforts. The Legal Affairs Officer directly reports to the CEO and hisgbgvity is independent
from the Legal Department and subdivisions exercising transactions (trades) associated with leg:
risk taking

The Legal Affairs Officer organizes monitoring of the legislation of the Russian Federation
on an ongoing basiprepares overviews of any amendments made to the legislation of the Russian
Federation, regulations of the Russian Federation, judicial practices and draft regofatiens
Russian Federation on the issues ramlsentttocall t
concerned structural units of CCP NCC. The heads of the concerned structural units ensure th
rel evant amendments are pr o mdotuments toadilext the o
amendments made to the legislation of the Russian Federatio

To mitigatethe legal risks, CCP NCC has developed the standard forms of agreements anc
other internadocuments and establish the procedures for approval by the Legal Department of
any nonstandard agreements, transactions and other trades enter€ hyac.

In accordance with its internal documents, CCP NCC collects and analyzes the information
about the legal risk events and monitors the legal risk. On a quarterly basis, the Legal Affairs
Officer prepares legal risk reports and submits them to CC®E M&nagement Board for review
approval. Such legal risk reports are generated on the basis of the legal risk level assessme
i ndicators introduced by the Regul ations i
BankNCCo and c ont aiinfosmatioh: the dstanbhtéddewel ohlggal risk, results of the
legal risk level assessment in dynamics; and relation between the indices gfathéslelevels

and limits set.

In 2017 the indices of the legal risk assessment level were remaining théHimits set by
the resolution of CCP NCC Management Board. In 2017, the increased attention was paid tc
analysis of claims of clearing members and counterparties as well as the measures to prevent a
situations capable of giving rise to legal actiogaiast CCP NCC. Measures for risk mitigation
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were promptly taken in relation to each legal risk event, including claims of clients and
counterparties against NCC.

The number of legal risk events fixed in 2017 in connection with claims lodged by clients
andcounterparties against CCP NCC dropped to 5 from 9 in 2016. No payments by CCP NCC
were adjudicated by judicial bodigs2017.

Regulatory (compliance) risk management

The regulatory (compliance) ri sk 1 s td he
comply with the legislation of the Russian Federation, internal documents of the organization, ac
well as a result of applied sanctions and/ or other retaliation measures on the part of supervisol
authorities.

The specifics of regulatory riskasappliet o t he NCC6s activitie
central counterparty and commodity delivery operator lies in a possibility of incurring any
expenses (losses) by CCP NCC as a result ofcoampliance with Federal Law No-FHZ of
07.02. 201 1g, ce@ing activiteand ncent r al counterpartyc
Bank of Russi a, and CCP anGn@ial dofuments celatedsto thef
above types of its activities.

The regulatory risk management is provided by the Int&oatrol Department, whose list
of tasks includes performance of the following actions:

1 mitigating any arising regulatory risk (collection of information, analysis of information
for identifying its association with regulatory risk, preliminary processofg
information, interaction with structural units for the purposes of obtaining clarifications,
additionalinformation, and recording of eveits

T monitor i ng co@didghcentd thélaws on clearing and clearing activities,
on combating unlawful usef insider information and market manipulation;

1 making timely and efficient decisions to remedy any identified defects and violations in
CCP NCCob6s; activities

1 preventing and managing the conflicts of interest taking account of the specifics of CCP
N C C 0 svities;c

1 applying the best compliance practices, standards and norms of professional ethics; an

T rendering methodol ogical support CCP NC

regulatory risk may arise based on the tasks and functions imposesstmictural unit
within its competency

The regulatory risk events are reported
with the Regulatory Risk Management Regulation.

Reputational risk management

In 2017 CCP NCC addressed the following key objectivieite managing its reputational
risks (RRs):

1. Monitoring the registered events/inciden
purpose of identifying their association with RR events and assessing the identified events
of this type of risk, keeping track on their influence on the RR levii@apecially created
scale to take, if necessary, measuresriitigatingthe possible damage to CCP NCC;

2. Commissioning of the automategstemfor reputational risk managemeeamabling the
reaktime monitoring, assessment and analysis of events taking plong different lines
of CCP NCCOGs acti vi t iRRveaintatrade the dymamiasofsthe c i
level of such risk type
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The analysis of the data characterizing the RR management results for the reporting perioc
the level of this riskypes was equal to or below 335 points according to the scale applied, while
the established level of risk appetite up to 500 points. The figures below reflect the quarterly
dynamics of RR level peaks:

Qli 120 QIll'T 100
QIl'T 165 QIVi 335

By their categorization the registered RR events were referred to groups of internal and
external factors. The events of the group of internal factors resulted mainly from erroneous action:
or delay in transferring cash by CCP NCC, distribution of incorrect reportlearing results to
clearing members, incorrect identification of claims and liabilities in any assets, suspension of the
service of withdrawal/crediting of funds. In the reporting period, they did not influence the curve
determining the RR level, dlsey did not reach the scale and thresholds of sensitivity established
by Rubricator.

At the same time, the events from the external factor group reached the sensitivity values
and thresholds, which influenced the RR leaalording to Rubricator. Thesessis were referred
overwhelmingly to the factor of appearance of negative information in the external environment
negative publications, mainly on the Moscow Exchange, in isolated instaongSCP NCC. But
they were not critical in terms of maintainitige RR level within the set limits of acceptable level
and did not require any prompt response for preventing possible damage.

In the reporting period for the purposes of responding timely to the reputational threats
arising under impact of negative ocrmnces in the external environment, CCP NCC monitored
continuously the information field of Russian mass media with regard to the objects of survey with
using Medialogy information and analytical system. For determining the general condition of the
information space for the monitored objects, CCP NCC used Medialogy Medialndex, an indicator
of assessment of the presence of objects in mass media, taking into account the influenc
capability of sources, size and place of release of messages/publicatiols® gudiéive, negative
or neutral nature of references to objects in them. The quarterly dynamics of change of this inde;
IS given in the diagram.

Quarter-by-quarter M edia-Index dynamicsin 2017
16 O

o
o

Q12017 Q22017 Q32017 Q42017

Note:
Orange color highlights the period when the maximewel of Medialndex was registered in QIV 2017.

During 2017CCP NCC was quarterly reporting its RR management results to the Bank of
Russia Financial Stability Department. Based on recommendation of its of Internal Control
Department and to i mprove the control of th
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bodies, since QIV 2016 CCP NCC has introduced quarterly hearings of reports by the Legal
Affairs Officer on management of ri sk this
Board.

Custody risk management

For its payments and settlements CCP NCC usesces provided by counterparty banks,
depositories and settlement institutions (including @O JSC NSD. CCP NCC uses the
infrastructure of commercial banks and thparty depositories in cases where there is no
possibility to use the infrastructure of the Bank of RussiaND@ JSC NSD. The quality of such
counterparties is assessed in the processoff CCRE6s credit .ri sk manag:

To mitigate its custody risks, CCP NCC assesses the quality of depositories in compliance
with theRegulation on Provisioning for Possible Losses of CCP NCC.

Moreover, in the process of custody risk management, CCP NCC:

1 provides accreditation of elevators in accordance with the Elevator Accreditation
Rules when performing functions of a Commodity Delivery Operator;

1 provides accreditation of warehouses in accordance with the Sugar Warehouse
Accreditation Rules when performingrfctions of a Commaodity Delivery Operator;

1 controls the actual location of assets owned by the central counterpadinr
transferredby clearing members tthe @ntral counterparty as a collateral for the
performance of obligations

1 assesses a possitylifor demanding timely the assets owned by the central
counterpartyand/or transferretly clearing members tihe entral counterparty as a
collateral for the performance of obligatigasd

1 ensures a possibility for provisioning and (or) insuringatbsets owned by the central
counterparty and (or) transferred by clearing members to the central counterparty as ¢
collateral for the performance of obligations for covering potential losses arising in
case of custodian insolvency.

Commercial risk managemnt

Commer ci al ri sk means any potenti al det e
profit-orientedorganization) due to the exceeding of expenses over earnings, providdteihat
cause losses not associated wittdit or custody riskat the saméme.

To manage its commercial risks, CCP NCC applies the following measures:
1 develops action plans to recover or orderly reduce the scope of aciivitase of
occurrencedf commonbusiness risk areputational riskand
1 provides analysis adhcomeand expenses in case of introduction of new instruments
and products.
Systemic risk management
Systemic risks of CCP NCC may originate from simultaneous failure of sesleaaing

members or counterparties of CCP NCC to perform their obligations, vnerents other
counterparties from performance of their obligations to NCC properly and when due

Also, since CCP NCC is systemically important as a financial market infrastructure facility,
its systemic risk may also originate from relationships betwgeR QCC and other financial
market organizations.

The efficient management of its on risks (credit, market, operational, custody, liquidity and
others) enables CCP NCC to maintain stability in all financial market segments where it provides
its services anthus facilitating the systemic risk reduction.
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For the purposes of reducing systemic risk, CCP NCC additionally:

1 monitors the systemic risk through control of the level of other risks inherent to CCP
NCCb6s activities;

1 monitors the financial soundness oifrastructural organizations, with which the
contractual relations are established and to which it has credit exposure;

1 monitors the aggregate positions heldclsaring members in all markets where CCP
NCC acts as a central counterparty

1 develops the pradures for transferring positionsaients of any clearing member in
case of its insolvency (bankruptcy) to another clearing member

7 limits the procyclicity of calculation of the amount of the required collateral for trades
of clearing membersand

71 informs the members of CCP NCC Supervisory Board of occurrence or threat of any
systemic risk.

7.4 Stress testing of financial stability

The stress esting of CCP NCCo6s financi al stab
acceptable level enabling it toaintain its stability in all financial market segments where it
provides its services and to provicdearingservice tgoarticipants.

CCP NCCOs stress tests the financi al ris|
and liquidity risks, asvell as the risks arising from combination by it of the functions oféméral
counterparty and other activity types

The risk ofcentral counterparty determintge amount of losses causedioyrperformance,
untimely or incomplete performanad financial obligations to CCP NCC by the defaulting
clearing members in the markets thfe Moscow Exchange. CCP NCC usasmodel of
simultaneous settl ement of its counterpart
number of c| e &aults, CQP NGE takexintosaécoudt eéhe recommendations issued
by CPMHOSCO for central counterparties.

Since NCC has changed its status, the stress testing is performed in accordance with Bar
of Russia Regulation No. 5%, dat ed 30 Dec e RdgeremerzsOfdrghe 0
Methodologies for Risk Stredesting and Model Accuracy Assessment of the Central
Counterparty, Risk Stredesting and Model Accuracy Assessment of the Central Counterparty,
and the Procedure and Timeframes for Providing Informatiothe Results of Risk Stretesting
of the Central Counterparty to Clearing Men

CCP NCCO6s stress testing of risks includ:

Direct stress testing of risks means an analysis of adequacy of the guarantee funds and CC
NCC dedicated capital to cover potential (uncovered by initial margin) losses caused by
perform or undue performance of obligatidrystwo major lossgeneratingclearing members and
sensitivity analysi® f suf fi ciency of the central count
risk factors Reverse stress testing means identification of the hypothetic stress scenarios (ris}
factor values), where the amowiftthec ent r al counterpartyos fur
critical (maxi mum or minimum all owed) value
testing methodology considering a need to observe the regulatory requirements of the Bank c
Russia

NCC conducts stress testing of risks on the basis of historical and hypothetical stress
scenarios.

Sensitivity to specifigisk factors is analyzed by changing such (specific) risk factor value
during the stress testing of takee nt r a | c asksn wite all pther tisk facsors remaining
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unchanged. CCP NCC analyzes the soundness of such targeted changes in risk factors (stre

scenari o0s) i nfluencing its financi al stabil
risks.
The results of stress testing performed in 2017 evidence® NCCO6s abi l ity o

common financial stability without any thre&d its business continuitgetermined through
sufficiency of risk coverage resources, in a range of simulaiedssscenarios and their
combinati on. CCP NCCOs flevelsy aresufficient to eavey anyc e s
possible losses (not covered by the collateral) which may arise frorpartormance or undue
performance of obligationsy two major lossyeneratingclearing members

8. Internal Control System

The change of CCP NCCOs shankirtguersdit organizatr 7

functioning as a centr al counterparty was
controlsystem of CCP NCC. All participants of the internal control system were actively engaged
in the preparation and introduction of am

including development of the roadmap and the related liaisoning with the o¥gulat

Independent business audits of CCP NCC are critical components of assessing the efficienc
of compliance processes.

The independent audit of the Group Internal Control system of the Moscow Exchange Group
conducted in 2017 confirmed its compliance witte local laws and regulations as well as
international best practices. Based on the audit results, the corrective action plan was develope
its implementation started in 2017 and continued though 2018.

In 2017the independent audit of the information gty of the companies of the Moscow
Exchange Group confirmed that the information security procedures used by them are at a hig
level and are in compliance with the requirements of the Bank of Russia.

During 2017the development of compliance functiomtaued and was focused on further
improvement of the internal documents, measures to prevent conflicts of interest, implementatior
of anticorruption practices, measures combating legalization (laundering) of proceeds from crime
and financing of terrorisntgompliance with the FATCA requirements (the Foreign Accounts Tax
Compliance Act), and the standard governing the doosger exchange of financial information
(AEOI/CRS).

Being a part of the internal control system of the Moscow Exchange Group, CCP &CC w
taking measures to enhance automation of its operational risk management processes, includir
those related to regulatory, legal, and compliance risks, as well as information security risks, by
implementing an automated risk management platform interideprovide automation of
collection of operational risk events data, mitigation plans and measures, as well as generation ¢
reports including the grouyide reports.

The CCP NCC performs the internal control in accordance with Federal Law Na.&95
02.12.1990 AOn Banks and Ba-rRKioffy Bt D2i 20d]
Clearing Activities and Centr al CouRdatedpar
16.12.2003 fAOn Organization of Blamke mmgalGr Oan
Order No. 1372/pzn issued by the Federal Financial Market Service (FFMS) on 13 August 2013
AOn approval of requirements to arrangement
the document establishing the internal cortr pr ocedur e i n a clearin
to the nature and scope of conducted operations, the levels and combination of assumed risl
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exerting mutual i mpact i n the <course of C
functioning as a cerdl counterparty, credit organization and commodity supply operator (CSO).

The internal control is aiming #te following goals:

T

ensuring the efficient financial and economic performance of CCP NCC in banking
operations and other transactigostformance of the functions of a credit organization
and central counterparty, efficient management of assets and liabilities including safe
custody of assets, and management of banking risks/ central counterparty and CSC
risks;

achieving reliability, corpleteness, objectivity and timeliness of preparation and
submission of financial statements, accounts, statistical and other reports;

providing for information security, i
information area which is a compasii of information, information infrastructure,
entities collecting, forming, disseminating and using information, as well as the
systems regulating the relations arising in this respect;

ensuringhe compliance with the Russian Federation legislation, GGPC 06 s Ar t i
of Association and other CCP NCCO0s con

preventingthe involvement of CCP NCC and its employees in any illegal activity
including the legalization (laundering) of proceeds from crime and financing of
terrorism, in makingsspicious transactions;

reducing the risk of losses which NCC may incur as a result of any sanctions and (or)
otherdisciplinary measures taken by supervisory authorities, including by reason of

its incompliance with the legislation thfe RussianFedart i on or CCP NC
documents, as well as timely submission to any governmental authorities or the Bank
of Russia of any information required to be so disclosed according to thetiegisfa

the Russian Federation;

mai ntaini ng t leeystdhCt€ éombate fedakzationi (Mundering) of
proceeds from crime and financing of terrorism at the level sufficient to manage the
risks of legalization (laundering) of proceeds from crime and financing of terrorism.

The efficiency emralcontiobsyse@ B enSute@bys 1 nt

= =4 A -4 4

control procedures implemented at all levels of management;

periodic inspections of compliance of all activity areas with the established policies
and procedures;

i ntegration of the cont ropetatiopsr ocedur es
control procedures built into the daily transactions and processes;

ensuring separation of functions and prevention of conflicts of interest in staff
functions;

ensuring compliance of transactions with the legislation of the Russian Fedaration
regulations of the Bank of Russia;

ensuring timely informing the relevant employees of CCP NCC;
maintaining the necessary level of security of information systems;
daily monitoring of high risk transactions;

internal and independent audits of theeinal control system;

performing regular control of efficiency of the measures taken by CCP NCC
departments and management bodies based on the examinations that ensure decree
of the level of the identified risks; and
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timely informing the management ar&upervisory Board on material risks and
deficiencies of the internal control system.

of 31 December 2017, the system of t hi

CCP NCC management bodies (General Shareholders Meeting, Supervisory Board.
Management Bodr and CEO);

CCP NCC Revision Committee;
CCP NCC Chief Accountant and his/her deputies;

Internal Audit Service (IAS). IAS operates under the direct control of CCP NCC
Supervisory Board. The main objective of IAS is to ensure independent objective
assessment of efficiency tfe internal control system, risk management system and
the corporatgovernance;

Internal Control Service (ICS). ICS operates under the direct control of and reports to
the CEO. The head of ICS reports to CCP NCC Supervisory Board on the compliance
with the Market Abuse. The main functions of ICS #remitigation of conpliance
(regulatory) risk, control ovecompliance by CCP NCC with the laws on clearing,
clearing activities and central counterparty, and the Market Abuse laws;

Financi al Monitoring Service (FMS) is
legalization (laundering) of proceeds frorthe crime and financing of terrorism,
established and operating in accordanc

FZ of 07.08.2001 AOn Combating Legali z
and Financing of Terrors mo .

CCP NCC appointed the authorized officer a (head of the Financial Monitoring
Service)i a special officer responsible fibreimplementation of internal control rules

to combat legalization (laundering) of proceeds from crime and financing ofgerror
(AML/CFT) in CCP NCC. The functions of control over organizatiorCaiP NCC
AML/CFT-related work are performed by the Deputy CEO. FMS reports to CCP
NCCO6s Sup e rivthesepartyor tieyear 2817 has been timely submitted;

Risk Analysis and Cdrol Department is a structural unit of CCP NCC focused on the
forming theunified and efficient system of economic risk management for CCP NCC
as a credit organization, clearing organization functioningiaseatral counterparty,

and CSO operating imé of the Moscow Exchange Grotisk Analysis and Control
Departmentoordinates and monitors the efforts of all structural units (employees) of
CCP NCC performing the nefimancial risk management functions;

Legal Affairs Officer is a person responsible for the management of legal risk and
organization of work aimed at legal risk mitigation. The Legal Affairs Officer acts in
compliance with the legislation of the Russian Federation, regulations issued by the
Bank of Russia, CCP NCCO0s Articles of
and policies;

authorized officefor thereputational risk management is a person responsible for the
management of reputational risk and organization of work aimed aatrongf legal

risk. The authorized officer for reputational risk management acts in compliance with
the legislation of the Russian Federation, regulations issued by the Bank of Russia,
CCP NCCO0s Articles of Association and

authorized officer responsible fahe organization of operational and strategic risk
management acts in compliance with the legislation of the Russian Federation,
regul ations i1issued by the Bank of Rus:
internal docments of CCP NCC;
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1 Other structural units and employees of CCP NCC performing their internal control
functions in accordance with their powers defined in the internal documents of NCC.
For instance, the Information Security Service (ISS) acts under thed dinetrol of
and reports to the CEO. Its key responsibilities include the development of a set of
measures to protect confidential information (including banking secrecy, clearing
information, and personal data), and conduct periodic audits of the obfeCGP
NCCb6s information infrastructure as WEe
compliance with the information security requirements.

9. Temological Platform
n 2017 wd4P NCC was taking further99.e%f or

and further develop all of the automated data processing systems operated by Company.

One of the key technological breakthroaghof CCP NCC in 2017 was the CCP NCC
Reporting Project which iseingimplemented to bring generation of all types of reports to be filed
to the tax and regulatory authorities to a new level by using a large volume and variety of date
from different systems operated by CCP NCC. While implementing this project, CCP NCC
seleced a brand new target tackling technology. The technological solutions used by CCP NCC
for this purpose include:

1.

To store the detailed dat&@CP NCC use8igData technologywhich allows handling

huge volumes and wide variety of structured and ucitred data. BigData represents

an alternative to traditional database management systems using theestdationly.
CCPNCC selected the Hortonworks based solution for the implementation of this project.

. The data extraction, upload and/ or tramsftion processes are implemented in

DataGramTheELT (Extracti Loadi Transform) technologig used ta@ollect data from
sourcesn thebasicdatalayer. The ETL (Extract Transformi' Load) method is then used
to upload data into the transformeartfolio stratum (PDS) and aggregated data marts
(DMAS).

. User interfaces are developed in Oracle Application Expvesieh provides a free

environment fothe prompt development of application software based on DBMS Oracle
Database, implemented enlyras a wekbased application. All elements generated over
the application development cycle in thémvironmentare stored directly in the
infrastructure of Oracle Database whetsureghe version control without use of files

or any additional versioctontrol systems.

4. Also, the project uses the DevOipa production process automatidrfor development/

testing/ assembly of versions by vendor. This process incl@leSi elemerit the
assembly ofmodules control of their compatibility andlependenceand functional
testing, b) CDelement preparation/ deployment of the test environment, installation of
modules, and the installation and integration tests.

The architecture of the CCP NCC Reporting Project is explicated below.
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As a partof this projectin 2017CCPNCC deployed the infrastructufer 3 circuits (DEV,
UAT, PROD) and launched thgilot productionof stagel of the project which includes
automation of 5 reporting forms introduced by the Bank of Russia (Forms 10, 102, 123, 634, anc
722 daily reporting form).

The worth mentioning landmark results and events of the past year related to the
improvement and development of CCP Gl@&chnological platform and to implementation of the
projects and objectives both of CCP NCC and the Moscow Exchange Group in general include:

1. In accordance with Federal Law No. 4B2 of 29.12.2015 on the change@EPNCC
statusfrom a bank to a nebanking credit organizatioh central counterparty, withia
short time in December 2017, CCP NCC performed the organizational and technological
works toensurehatthe programsystemsuppored CCP NCC functioning asnornbank
credt organizatiori central counterparty.

2. To minimizethe time taken by recovenponfailure of the main servers supporting its
two most loaecarrying and togpriority systemsi the Central Counterparty System
(hereinafted CC S 0 Lentautud Omegah he bank 6s formaionbanking g d
system(hereinafterfilB S 0A part of utilization of thenew technological solutions of
ORACLEDBMSCCPNCC i mpl emented the Oracl e, Act
which providesa reattime data protection angduces the load on the main database
when the data from these systems are us
purposes. In particular, the OADG replica is used for ETL transformation purposes in the
CCPNCC Reportig Project

3. The Clearing Terminal a new hardware and software systemwas launched for
implementationof the Single Pool project. The Clearing Terminal was developed and
implemented with use of the new advancegbldtform of theMloscow Exchange and the
new approaches definedtime IT-development strategy.

1 first, the access to thélearing Terminal is provided through CA API Gateway, a
single access point to the-platform;

1 second, the data exchange with the Clearing Terminal is based on the
Data/Calculation Grid, a component for collection and processing of information
derived from dissimilar sources;

T third, to interface with ot heransagist e m
orchestrator.
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This technology facilitates prompt implementation of new services and functions without
extra costs and allow offering Public API to our clients integrate their software systems with
HW&SW system of CCP NCC.

4. Our clients may now gay the full range of functional tests due to creation of the clearing
segment for the public test fiekhared by CCRNCC andMoscow Exchange as part of
CCS, the newClearing Terminal and the WEBIearing system. The full cycle of the
provisional software testingg now available both to our existing and potential clients
which may conduct it with regard to the trade and clearing cycles in their entirety.

5. To improve the fault tolerance of the[Btrade and clearing system, the automated failove
of the access point otc.moex.com tcstandbycircuit was provided (at the network
equipment level).

6. CCPNCC has completed the scheduled stages aimed at enhancingSthattiBnated
banking systenas a part of attainment of its objective of report generation in compliance
with the transfer pricing rules.

In addition, the following steps were implemented and introduced for the development of
Centaurus Omega IBS system:

1. Automaed matching and processing of SWIFT messéopesf s 6 07 t o [ uv60
2. Change of tax ledgers to reflect the relevant changes RubsianTax Code enacted
from 01/01/2017 by Federal Law No. 2&Z.
3. Implementation of embedded derivative financial instrumeétDH]) revaluation
mechanism
Facility to recordreverse EDFI reptrades
Automated downloading of messages in accordance with Regulatidhaf@fie Bank
of Russia.
Accrual and accounting of penaltiesSEX market.
Daily revaluations of the entire securities portfolio, including RERGes
Acceptance and processiofjDeposit Placementith CCPtrades.
Download from IBS (in formalized format) of ttoemmodityand service acceptance
statement@ accordance with thenactedax forms.
10.Generation of electronic documents @Dand attachment of arelectronic
signaturéequivalent of a handwritten signatuceED.

o s

© 00N

In accordance with its release policy, CCP NCC implemented 3 standard releases and 1
fixed period releaseand installed more than 450 upgrades to the Centaurus Omega IBS.

The annual business development drives growth of the quantitative indicators in the
Centaurus Omega IBS, including:
1. The number o€Centaurus Omega IBS users increased by d@éhg2017.
2. The volume otransactions increased by 5% to 105,110,269 transactions.
3. The number of accountsf counterpaies and corporate issuemcreased by 1% to
3,856pieces for individuals, the similar indicator increased by 12% to 8figdes

During the repding period, CCP NCC continued the development of its website
management system and completed the following tasks:
1. Automatedpublicationof FX market risk parameters;
2. Automated publication of the register of clearing members and issuers; and
3. Automatedpublication of the settlement calendar.

As aresult, CCP NCC improved the immediacy and accuracy of notices given to the clearing
members, reduced the operational risks associated with disclosure of clearing information, an
increased reliability of its Hinfrastructure.

1. CCPNCC further developed the technological base for Softwell NAVIGATOR
product ecosystem and launchedeb-service for reporting of 3 tradesto NSD
repository.
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2. It introduced important enhancementsaimed at optimizingFinCad service
functioning including the preload of quastatic objects into the model (such as
calendar combinations, conventions, and evaluapatificationy and launched
the cahing of symmetric riskraluesin addition to cost values.

3. It also launched the Navagor APlweb-service for integration witlegistration
systems ofmembes and broker interfaces. This service is built into MOEX
Passportinfrastructure and useSA APl Gateway as an authorization system
Currently, CCPNCC is testing its integration witihe Exchange infrastructure.

Quantitative indicators in[3market in 201 %vere

Indicator Total Including new launches
Active settlement accounts 49 6

Clearing membeCentral Counterparty 154 142

deals in theSD market

Peak total transaction nominadlue 04.09.2017 RUB72,55859680000

During 2017, CCP NCC continued providing clearing members with an access to the WEB
clearing system, an advanced development stage of the electronic document flow based usir
WEB-technologies. As of 31 December 20t& system access was available to 332 members of
whom 182 received it in 2017; the number of incoming documents from the clearing members
reached 950 per day.

To provide CCP NCC with a secure reliable access to the payment systems of the Bank o
Russia ad the electronic information services of the Russian Federal Agencies,drenaigsings
in transfer of payments and filing of regulatory reports from a remote standby platinen
quarterly arrangedrhe hardware and software systems available atrenabite standby platform
are kept in a standby mode for immediate deployment as needed. In 2017, the software of th
payment hardware and software systenesempgraded 4 times. Also, CCP NCC conducted a
performance testing of the new system designed ferfating with the settlement systems of the
Bank of Russia, which implementation is scheduled for 2018.

The Advanced Host Monitor designed to monitor the Company system and
telecommunication channels operability was further developed, the software graslegp 2
times.

To ensure that CCP NCC complies with the legislation of the Russian Federation and meet
the requirements of the Bank of Russia related to the archiving of operation day documents, CC
NCC conducted modernization of its electronic dataaggisystem between April and June 2017
and increased the system capacity to 160 TB.

Between April and December 2017, considerable efforts were concentrated on the transitior
of generation, control and submission of operation day reports of CCP NCCXMthéormat
as a basis for XBRL format, which is a prospective international reporting format. Since
December, over 90 percent of such reports have been submitted to the Bank of Russia in XMl
format.

To meet the requirements of the Bank of Russia relatétetprotection of information in
the payment system according to Regulation-B%hd to additionally enhance the protection of
its payment systems, CCP NCC has taken extensive technical measures within the section of tt
payment system of the Bank of Riegsoperated by CCP NCC. In particular, the second antivirus
protection system was deployed in the dedicateehgtlvork in addition to the common protection
system of the Moscow Exchange Group.

CCP NCC intensely implements the virtualization technolofpests server systems. In
2017, the number of virtual servers doubled up to 30 pieces.
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As in 2016, the load test performed in 2017 demonstrated the operability of hardware anc
software systems of CCP NCC under the double ordinary load.

Overall, 2017 sawhe gradual development of the CCP NCC technological platform based
on the stat®f-the-art processes and{3olutions, which allows to significantly contribute to the
business strength and reliability and ensures its sustainable development.
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10. Major Financial Performance Results

Maj or financi al perfor méaRUBt) r es ul

Equity 45,959,393

Net income, total 21,708,668

Operating expenses 1,386,400

Profit before tax 20,322,268

Accrued (paid) taxes 3,835,165

Profit after tax 16,487,104

Dynamics of changes ifinancial performance resultsRUB th)
. Change

Indicators 2017/2016 2017 2016
Interest incomgtotal 51% 158084511 104996458
Interest expensetotal 69% 145828861 86,199,398
Net interest income (negativénterest margin) -35% 12,255650 18,797,060
Changesn provisiors for possibldosssonloans, detgand
equivalens, balances of correspondent accounts and accry -51% 30 61
interest incometotal, including:
Net interest income lesgrovisions for possible losses -35% 12,255,680 18,797,121
Net income from transactions with financial asseéasured -367% 11277040 478177
at fair value through profit or loss
Net income frpm transactions Wlth financial liabilities -100% -60 21601
measuredt fair valuethrough profit or loss
Net income fromavailable for sale securities dealing -47% 840645 1,595316
Net income fronforeign currencyransactions -23% -2,985816 -3,895006
Net income fronforeign currencyevaluation 52% 4,661,411 3,074,608
Net income from precious metals transactions 16% 633 546
Fee income 17% 8,407,742 7,165115
Fee expenses 40% 208119 149116
Change improvisionfor other losses -129% -1,271 4,380
Other operating income 118% 14,863 6,820
Net incomeexpenses) -20% 21,708668 27,056,360
Operating expenses 16% 1,386400 1,198218
Profit (losg before tax -21% 20,322,268 25,858142
Tax refund (expense) -22% 3,835164 4,938982
Profit (loss) for reporting period -21% 16,487,104 20,919160
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Dynamicsof changes in equitycapital) of CCP NQC and itscomponent{RUB th)

CCPNCCmanages its capital on the going concern assumption, with the view to the need
to maintain the necessary balance between ensuring financial sustainability in any economi
conditions of its business funct i lerhighayelofr ed
return on investment for shareholders.

As a member of the Moscow Exchange Group, during the reporting period CCP NCC
managed its capital being guided by the obj
for 20162020 with regardo development of the centralized clearing and improvement of the
reliability of the central counterparty. Considering the need to comply with the regulatory
requirements to the capital of credit organizations, CCP NCC forecasted its capital amount base
on the estimated volume of transactions ireschange markets of the Group and the amount of
funds deposited by clearing members to secure performance of obligations under trades and al:
subject to the size of risks assumed by it in connection with imgglation of the tojpriority
projects of the Moscow Exchange involving performance of centralized clearing via the central
counterparty. When forecasting the amount and adequacy of its capital, CCP NCC was also takin

account of the scheduled dividepca y ment s i n accordance with t
ltem 01.01.2018 01.01.2017
Equity (capital) total 45,959,393 46,515,470
Including:
Core capital 28,509,192 25,361,995
Basicassets 28,509,192 25,361,995
Supplementargapital 17,450,201 21,153,475

All capital adequacy requirements were met by CCP NCC in full.

Year 2011 2012 2013 2014 2015 2016 2017
Equity 9,999,913 | 13,501,400 | 28,839,271 | 38,542,136 | 54,130,884 | 46,515,470 | 45959393
Retained profit | 3,615,799| 7,034,380 | 13,350,109 | 20,914,899 | 43,766,172 | 39,367,617 | 38,883,965
?:gig'zed 6,170,000| 6,170,000 | 15,170,000| 16,670,000| 16,670,000 | 16,670,000 16,670,000
Reservefund 308500 | 308500 966775 966775 966775 966775 966775
Sources reducing the equity (capital)including:
dedicated
capital 0 0 0 0| 6,500,000 9500000 | 9,500000
CCP capital
for coverage of
possible losses 0 0 0 0 766,498|  889,965| 898,664

Equity (capial), RUB th
54130884
46515470 45959393
38542136
28839271
13501400
9999913 .
2011 2012 2013 2014 2015 2016 2017
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Retained profit, RUB th

43766172
39367617 38883965

20914899
13350109
7034380
3615799
m B

2011 2012 2013 2014 2015 2016 2017

Authorized capital, RUB th

16670000 16670000 16670000
15170000

6170000 6170000
4435000

1735000 1735000
700000

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Sources reducing the equity (capital), RUB th

9500000 9500000
6500000
766498 889965 898664
] L] ]
2015 2016 2017
Bluei designated capital Orangei CCP provision for possible losses

On 1 November 2015, the Bank Russia put into effect the amendments to its regulations
governing the central counterparty activity which require a central counterparty to set aside a par
of its equity (capital) for coverage of possilieses, whether or not caused by cleanmg mb e r s 6
non-performance of their obligations.
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The resources for coverage of losk@med by the central counterparty in compliance with
the applicable laws or regulations of the Bank of Russia are recorded separaselyacaie
personal accounts for reaing retained profit and reduce the equity (capital) of CCP NCC.

RUB thousand

Part of retained profit intended: 2017 2016
for coveing possibldossescaused byailure of clearing
members to perform their obligatiorfarfds used by centrg 9,500,000 9,500,000

counterparty before using the functributedby non
defaulting clearingnembergo the collective clearing
collatera) Tthec e nt r al c dedicatecapifala r {
for providing termination ancestructuring of activities of
central counterparty 599109 593310

for coveing possibldossesas a result ofleterioration othe
financialstandingof the central counterpartgue to 299555 296,655
reduction of itancomeor increase of expenses, other thar
resulting from failure of clearing members to perform the
obligations.

11. Human Resources Policy. Information on the Labor
Remuneration System

The HR policy of CCP NCC addresses three main objectives:
1 attraction, motivation ancetaining of highly skillegrofessionals and managers;
1 continuing professional development of employees; and
1 forming an environment for personal fulfilment of its employees, high result
achievement, and i mplementation of th

CCP NCC has been regularly and consistently building an efficient organization through
introduction of advanced practices and management techniques, including the ongoinc
improvement of its processes for human resources management and training of engblaljees
levels.

In the reporting period, the effective headcount of CCP NCC increased by 3% on 2016 anc
reached 165 employees by late 2017. The number of members of CCP NCC Management Boal
remained unchanged. The CCP N@@ not undertake any staff righesig in 2016 and 2017, nor
does it plan the same for 2018.

l. Labor remuneration policy

The | abor remuneration policy 1is consi st
CCP NCCb6s operations, results of vriskss acti vi

The labor remuneration system and policy underwmennaterial changes in 2017. At least
once a year, CCP NCC Supervisory Board adopts resolutions on its preservation or revision of a
documents governing the labor remuneration system subjecatges$ in the conditions of its
activities, including in connection with changes in its strategy, the nature, scope of performed
operations, results of its activities, level and combinatfathe risks assumed.

I n 2017 the str uct urnerationfsysert Gevegedia accotdanbeo r
with Instruction No. 1542 remained unchanged and consisted of the fixed portion (i.e. base

2 Bank of Russia Instruction No. 184issuedorl 7. 06 . 2014 fAOn t he procedure for asse
institutions and the procedure for submitting to credit institutions orders to eliminate violations identified in the@radioun
systemso ( -lIAdl)n.struction 154
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remuneration and compensatory/ social payments not related to performance results) and variab
portion (i.e. stimulatingponusdriven by performance results, such as annual bonus). The size of
a position salary is established in CCP NCC in accordance with the Procedures of administratiot
of the system of grades and base remuneration of employees. The yattibleof remueration
depends both on performance results of CCP NCC and individual results of employee estimate
as a part of the performance management process.

The Labor Remuneration Policy approved by the Supervisory Board of CCP NCC divides
CCP NCC employees infour categories:
1 risk-taking employees;
1 employees of subdivisions in charge of risk management;
1 employees of subdivisions in charge of internal control; and
1 other employees.

CCP NCC has applied a tianatebonus salary system which provides thatshlary size
of employees depends not only on hours worked, and also provides for payment of bonuses t
employees subject to results of performance (work) in the reporting period in accordance with the
procedure and terms established by the Regulationgsaginent of bonuses to CCP NCC
employees. With that, ristaking employees are paid a 40% annual bonus on the terms of
deferment (or payment in installments) and its subsequent adjustment on the terms and under tt
rules set forth in the Methodology forjastment of the variablportion of labor remuneration of
CCP NCC employees, and deferment (or payment in installments) and subsequent adjustments
the variableportion of labor remuneratioof CCP NCC employees subject to the performance
results of theCompany and the level of risks assumed by CCP NCC, its subdivisions and risk
taking employees (the fAMethodol ogyo). Il n Me
the amount of shares of deferred (paid in installments) portion of the annual bonaegépatting
period (2016) by payment (accrual) dates upon expiry of the periods sufficient for evaluation of
performance results, based on the proportion between the sharesbefniiglg assets maturing in
the respective years after such reporting pegiud the total rislbearing assets as of the first day
following the end of the reporting period. If any risk event occurs (issuer credit risk, counterparty
credit risk, market risk, liquidity risk), the adjustment will apply to all deferred (paid in
instdlments) portions of annual bonus attributabl@tevious periods, which are evaluated in the
current period, using the approved algorithrovided in the Methodology.

Based upon performance results of CCP NCC for 2017 and the calculationtofitie
adjusted percentage of deferred (paid in installments) annual bonus portions attributable ftc
previous periods and evaluated in the current period in accordance with the Methodology, in Marct
2018 CCP NCC Supervisory Board approved the resolutioneopayment of such deferred (paid
in installments) annual bonus portions attributable to previous periods (the second share for 201
and thefirst share for 2016) in full.

During 2017 CCP NCC continued to improve its personnel labor remuneration principles
and approaches and updated several documents governing the labor remuneration syste
including those related to the performance management. The results of this process will have a
impact on bonus payments for the reporting year and revision of sagawiesince 2018 they will
also have an impact on career planning due to the integration of thebesle@ assessment and
the value based competence model completed in 2017.

In late 201 7the Internal Audit Department assessed the labor remuneration SYySB€® o
NCC and found it consistent with the nature and scope of operations performed by the Company
results of its activities, level and combination of the risks assumed in accordance with the
requirements of Instruction 184
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Il. Social support to employeesf CCP NCC

Provision of corporate soci al support to
social policy designed to provide social protection to employees, contributing to growth of the
efficiency and quality of their work. The corporate socigrt to employees is implemented in
accordance with the Regulation of corporate social support dbgegs of CCP NCC (hereinafter
-t he ASocial Support Regulationodo), which is
Board on an annual basis.

The Company maintains voluntary medical insurance, international medical insurance as
well as health and accident insurance of its employees and provides financial assistance in tf
appropriate cases. As of 01.01.2098% of employees were coverieg the vduntary medical
insurance plan, and 100% were covered by the international medical insurance and health ar
accident insurance plans. In addition, the Company provides financial aid to employees, including
maternity benefits (on birth, adoption, custodygaardianship of a child), survivorship benefits
and other allowances in such cases as contemplated by the Social Support Policy. The benefits a
allowances paid to employees or their family members according to the Social Support Regulatiot
are not attbutable to the labor remuneration system and their amounts are not subject to
adjustments for the risks assumed by CCP NCC.

CCP NCC also promotes healthy living, prevention and avoidance of epidemic surges of
acute respiratory viral infections and flues @mployees may enjoy the corporate discounts in the
leading fitness centers, including athletic clubs arranged by Moscow Exchange (running, triathlon
soccer, hockey, etc.).

[l Training and development of employees

The employee training in CCP NCC asranged in three tepriority areas: management
culture development, development of culture of knowledge and experience continuity, and suppor
of business for innovative objective implementation in accordance with the global trends.

The employee trainingnd development system includes educational courses arstiusbif
facilities (including orthejob trainings). The training system is-tg@date and technological,
provides employees with additional setfucation opportunities. At the same time, thedgasing
focus is placed on transfer of responsibility for their development to employees themselves anc
provision of them with modern technologies, resources and additional opportunities for this
purpose. Since 2017 CCP NCC has been actively implemehgngaining concept 720-10,
which displaces the training focus towards the-sdlication and ethe-job development (70%
of efforts) together with | earning by peers
training courses (10% of efforts)

As of the end of the reporting period, 95.2% of CCP NCC employees had a higher
professional education and 16.9% of employees had an alternative-éifyluation degree. Also,
there were six employees with a candidate of science degree and 42% withcgpitieation
certificates.

In 2017 115 employees of CCP NCC completed training courses, and some employees wer
even trained under several programs. Each employee had 3 training days during the year c
average. Nine employees took mandatory online esuis ensure compliance with the business
continuity requirement. On average, each CCP NCC employee takes 9 electronic training course
per year.

As part of its annual review of perforr
competences in accordancewihe approved model. This assessment provides the basis for the
employee individual development plans which include the annual schedule of training activities.

CCP NCC pays attention to introduction of programs for competences development, leade
skilsand proj ect management skills required f
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strategic projects. In 2016, the Group established the Corporate University designed to develo
competences so that the employees could tackle theirdsgstasks succesdfulin 2017 the
number of University departmeniascreased to five, as the Project Department, Business
Department, and Top Management Departmeste added to the existing Management
Departmentand Professional Department.

In 2017 9 employees graduatedm the Management Departmaninual program designed
to develop management skills, master new approaches and methods of managehient) the
management culture. 6 employees are taking the Project Department program aimed at developir
the project mamgement skills, design thinking, and project team management. The Professional
Department programs are designed to providdepthand high quality knowledga the key
busness areas of CCP NCC. In 2091 employees completed mandatory courses in the
Professional Department, of which 13 employees improved their skills, 11 employees took part in
relevant conferences, and 70 employees attended professional workshops and training courses
NCC employees are taking the Business Department program focusbd davelopment of
business competences in managers of independent structural units.

V. Health protection of CCP NCC employees and provision of labor safety

The responsible attitude to | abor safety
activity in thearea of health protection and labor safety of its employees. The main measures for
protection of labor and health of employees include the provision of safe job environment, regulat
medical examinations, job safety trainings for employees, and fostérenpealth awareness
culture.

CCP NCC provides regular instructioimslabor safety, electrical safety, fire safety, civil
defense and emergency situations. With such frequency as prescribed by the applicable laws, ¢
employees are provided with initialllssequent and casual instructions in labor safety and their
awareness of job safety requirements are checked. CCP NCC ensures availability of all types ¢
job and fire safety instructions and regulations, which are available to employees for review at an\
time through any accessible resource. Also, employees may take online training courses in labc
safety.

In 2017, CCP NCC provided the labor safety training to 21 managers in its specialized
training center. Upon completion, the managers passed succegsfidlyamination of their labor
safety knowledge. In accordance with the Special Assessment of Labor Conditions all working
places of CCP NCC employees comply with the state regulations, labor conditions €lass 2
permissible (no harmful and dangerous das}).

All workplaces were declared as such. The launch of new online training courses in labor
safety, electrical safety, fire safety issues and the teaching to all employees of the first aic
administration rules arecheduled by CCP NCC for 2018.

In 2017 ,all workplaces were inspectedpmocess for compliance with the sanitary and-anti
epidemic rules and preventive measures. In October 2017, CCP NCC arrangatiuantia
vaccination of its employees. During the period of ARVI and flue epidemics, eneglayere
provided with antiseptic agenamd medical face masks.

The pretrip, preliminary and regularmedical examinations as well as mental health
evaluations were provided for those employee categories, which require such control unde
applicable lawsDuring business house, a corporate doctor is available in offices for emergent
medical treatment. Offices are equipped with recreational spaces, kitchens, mini gym studios
water coolers, coffee machines, and vending machines.

In 2017 not a single indusatiaccident in CCP NCC was registered.

64



12.Remuneration of CEO, Management Board Membersnd
Supervisory Board Members

(criteria for calculation and size of remuneration)

Remuneration ofCEO and Management Board Members

The remuneratopai d i n the reporting year 2017
Board members was determined in accordance withthed e r a | Law AOn Joint
the Labor Code of the Russian Federati on, t

requirements, including Bank of Russia Instruction No-l54dat ed 17 . 06. 20147+
for assessing remunei@t systems of credit institutions and the procedure for submitting to credit

i nstitutions orders to eliminate violation:t
labor contracts made with them and internal documents of the Company.

Approvd of balance in fixed and variable parts of labor remuneration in the total amount of
remuneration, approval of remuneration si ze¢e
collective bodies, assessment of their activities fall within competencyeof tt CP N C C
Supervisory Board and are based on recommendations from its Nomination and Remuneratio
Committee

The system of remuneration of the members of the executive bodies is designed to achiev
the optimal balance between the dependence of remuwrerati the performance results and
personal contribution of each member of the executive body to the achievement of this result. Th
structure of remuneration elements and their correlation is established by the Supervisory Boar
as percent in the total amnat of remuneration and differentiated subject to the degree of the
contribution of the executive body member t
also subject to the risks assumed at his (her) position.

One of the key remuneration elemeratso covering members of executive bodies, is a
variabl e part (herei naf t efrthe anhual banasmpayabke to CE® n
and members of the CCP NCCb6s Management Bo
achievement (fulfilmentesults) of the common corporate key performance indicators (targets),
assessment of the achievement (fulfillment results) of the individual key performance indicators
(targets) of CEO and of the Management Board members for the reporting year, results o
assessment of risks in relation to deferred (paid in installments) parts of the annual bonus, as we
as assessment of the work quality based on the data of financial statements and accounts, t
operational records, results of inspections performeateyrial/external auditors and regulators,
ri sk assessment results, performance of ins
commissions, and other factors. To maintain the balance between common corporate (financia
strategic) and individualargets, the aggregate weight of common corporate targets in 2017
accounted for 40% in the total weight (100%) of all targets pursued by the members of collective
executive bodies

Based on the results of 2017 s umm@dofthep b
approved annual bonus for the year performance results will be paieQ@and the Management
Board Members. The remaining 40% of the approved amount of the annual bonus for the result
of performance of CEO and the Management Board Membe261ii is subject to deferred
(payment in installments) for three years, including a possibility of reduction or canceitation
case of obtaining a negative financial result for CCP NCC on the whole, according to the procedur:
and on the terms approved ttne Supervisory Board.

The deferred (paith-i nst al | ments) portion of the ani
portiono) wild/ be pai d -by-SupeavisacydBoaldssizes ef sharestoh
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deferred (paidn-installments) portion of #1 annual bonuses attributable to each reporting year
(and subject to further adjustments) by payment (accrual) date upon expiry of the periods sufficien
for determining the performance results. If any risk event occurs, the adjustment will apply to all
deferred (paidin-installments) portions of the annual bonus attributable to previous peviodh,

are evaluated in the current period. The deferred (paidstallments) portions of the annual
bonus will be adjusted for evaluation of the following riskms occurred: credit risk, market risk,

and liquidity risk.

In March 2017ased on the evaluation of risk events occurred in year 2016 and pursuant to
the relevant resolution of the CCP NCC Supervisory Board, CEO and members of the CCP NCC
Management Bad were paid in full the first share of the deferred (paithstallments) portion
of their annual bonuses for the reporting year 2015 (89% of the total amount of the deferred (paid
in-installments) portion of the annual bonus for 2015).

The amount of alpayments (salary, bonus, compensation for and other payments) made to
CEO and members of tehe CCP NCC Management Board in 2017 totale®l31%8&,500 (2016:
RUB 92,369,600; 2015: RUB12,578,600).

Remuneration of Supervisory BoarllembersMembers

On 23 June 2017, the Moscow Exchange, a sole shareholder of NCC, passed Resolution N
36 on the issues falling within competence of the General Shareholders Meeting, to remunerat
the members of the Cda&deledtied GyoResol8tiormpNor 30 ofshe sofe B
shareholder on 13 May 2016 for performance of their functions in the amount calculated in
accordance with the Regulation on remuneration and compensation of expenses of the membe
of the CCP NCard apfravedeby Resoktmm No. 3B of the sole shareholder on
13 May 2016. The total amount of remuner a
Supervisory Board for performance of their functions was tweiglgt million eight hundred
seventyfive thousad rubles (RUR8,875,000.00).

The Regulation on remuneration and compensation of expenses ensures a systemic approa
to calculation of the size of individual remunerations, determines the specific remuneration levels
for each role of the Supervisory BdaMembers, sets a fixed amount of remunerafan
independent members and contemplates the terms enptopey engagement of the Members in
the activityof the Supervisory Board (the remuneration may be reduced in case of repeated non
attendancef meeings).

The remuner ati on of t he me mber s of t he
resolution No. 36 of the sole shareholder on 23 June 2017 and resolution No. 40 of 24 Novembe
2017 will be paid upon holding the Annual General Shareholders Meeting”oNOT in 2018.

13. Dividends on Shares

On 31 March 201PJSC Moscow Exchange, a sole shareholder of CCP NCC, passed
resolution No. 35 on payment (declaration) of dividends as follows:

T to pay dividends out of t hamopntodRUBXAIS v €
919900,00;

1 to determine the amount of dividends on shares as RRHE97 per one ordinary
registered share; and

1 to set 11April 2017 as the date, on which the persons entitled to the dividends are
identified.

Also, according to the aforementioned resolution, the dividends were to be paid in cash anc
subject to such deadlines as provided by the legislation of the Russian Federation.

The dividends were paid on 28ril 2017.
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When considering the issues of therWial General ShareholdeMeeting held on 23 June
2017PJSC Moscow Exchange, a sole shareholder of CCP NCC, passed Resolution No. 36 on tf
di stribution of CCP NCC6s net profit and pa

{1 to approve the distributionf net profit in the amount of RUBO 919 16819, 88
received in the reporting year 2016:

to pay dividends for the reporting year 2016 in the total amount of

RUB 5 199873 100, 00;

to retain the remainder of net profit after payment of dividends in the amount of
RUB 15 719 287219, 00;

to determine the amount of dividends on shares of CCP NCC to be3RUBE3 per
ordinary registered share; and

1 to set 5 July 2017 as the date, ohiak the persons entitled to the dividends are
identified.

Also, according to the aforementioned resolution, the dividends were to be paid in cash by
funds transfer and subject to such deadlines as provided by the legislation of the Russia
Federation buno later than 8 August 2017.

The dividends were paid on 7 August 2017.
On 06 September 2017 PJSC Moscow Exchange, a sole shareholder of CCP NCC, passt
resolution No. 37 on the payment (declaration) of dividends, as follows:

1 to paydividendsoutoftheart of the previous year so
RUB 5 199 873 100,00;

1 to determine the amount of dividends on shares as RUB311, 93 per ordinary registerec
share; and

1 to set 18 September 2017 as the date, on which the persons entitled vodéreddiare
identified.

Also, according to the aforementioned resolution, the dividends were to be paid in cash by
funds transfer and subject to such deadlines as provided by the legislation of the Russia
Federation.

The dividends were paid on 16 OctoBéd 7.

On 17 November 2017 PJSC Moscow Exchange, a sole shareholder of CCP NCC, passe
resolution No. 39 on the payment (declaration) of dividends, as follows:

T to pay dividends out of the part of thi
RUB5 199873 100,00;

1 to determine the amount of dividends on shares as RUB 311,93 per ordigiatgred
share; and

1 to set 29 November 2017 as the date, on which the persons entitled to the dividends ar
identified.

Also, according to the aforementioned resohutithe dividends were to be paid in cash by
funds transfer and subject to such deadlines as provided by the legislation of the Russial
Federation.

=4 =4 4 -4 4

The dividends were paid on 29 December 2017.

In total, the dividends paid by CCP NCC in 2Gk7ounted to RUBR7 699 539,200 (2016:
RUB 25 399 912,300).
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14.Observance of the Corporate Governance Code

During the reporting period, CQ¥CCstrongly focused on the improvement of its corporate
governance as one of the most important tools enabling the Company to achieve its strateg
objectives.

In this area, CCP NCC is committed to follow the best practices and standards of the
corporate gvernance, being aware that the positive dynamics in this sector is a prerequisite for
achieving success in the financial and economic activity, ensuring implementation of new projects
and devel opment of the Companyoferthe developmenty i
of CCP NCCO6s corporate governance system ar
Governance Code approved by the Bank of Russia on 21.03.2014, Recommendations of the Bar
of Russia and the Basel Committee on Banking Supervigs well as on the internationally
recognized principles of corporate governance.

CCP NCC has approved and is adhering to the Corporate Governance Prihengesfter
the APrinciplesodo), which mai n pcorpopate governarge t o
rules and system to improve business efficiency, increase transparency, maintain financial stabilit
and attractiveness of the Company. In accordance with the Principles, the corporate governance
intended to appropriately incentieiZZCP NCC Supervisory Board and employees to achieve the
goals interested both to CCP NCC and its shareholder, as well as to facilitate an effective contrc
encouraging CCP NCC to utilize its resources more efficiently. The application of the Principles
by CCP NCC results from its aspiration for improvement of its attractiveness for its shareholder,
clients (service users), employees, creditors, and the Bank of Russia, and is based on the followir
approaches:

Accountability The Supervisory Board and exége bodiesof CCPNCC are accountable
to its sole shareholder.

Fairness CCPNCC) management bodies ajuitablyand legitimately

TransparencyCCPNCC6 management bodiggovide timely and adequate disclosure of
reliable information abou€CCP N C C @divities, including its financial position, performance
results,andmanagement bodies

Responsibility CCP NCCO snanagement bodies recognize apbtect the rights of
stakeholdersinder applicable laws of the Russian Federation

Aspiration for furtherdevelopmentCCPNCCS6 management bodies recognize tleed for
an ongoingmprovement of theorporate governance system taking accoundegtlopment and
influence of external factors, and the need for an ongoing control of observaheerights and
interests of its sole shareholder and other stakeholders.

Iln 2017, the Principles were amended to
Law on Clearing, Clearing Activities and Central Counterparty contemplating that at least one
thir d of the members of the central count er g

directors. The criteria of an independent director set forth in such amendments is fully consisten
with the requirements of the said federal law and the affiliatinara and materiality criteria is
based on separate provisions of the Corporate Governance Code of the Bank of Russia.

The work experience of the Supervisory Board demonstrates strong engagement of it
members in the management CCP N C C 0 s effeient control ovetleeeffodsriatkten
by the Management Board and CEO of the Company. All members of the Supervisory Board hav
the high education and necessknpwledge, skills and competencigsaddress the longgrm
strategic development goals 6ICP NCC as well as significant experience of engagement in
collective management bodies. Also, all members of the Supervisory Board meet the necessat
skill and reputational requirements imposed by the effective legislation of the Russian Federation
In their activity, the Supervisory Board members are accountable to the sole shareholder of CCI
NCC.
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As in 2017 CCP NCC was assigned the status of @aoking credit organizationcentral
counterparty, it reviewed the compliance of the independence of thentumembers of the
Supervisory Board with the updated independence and affiliation criteria resulting in recognition
of three members of the Supervisory Board to be independent directors.

To ensure sound and timely decisimaking in the field of appoiments and remunerations,
the Nomination and Remuneration Committee is functioning as part of the Supervisory Board. The
major goal of such committee is to ensure an efficient operation of the Supervisory Board of CCF
NCC in resolution of the issues requirtor the conformity of the labor remuneration system to
the nature and scale of CCP NCCO6s operatior
assumed risks. The Committee prepares proposals on appointments and remunerations of tl
members of the&Supervisory Board and executive bodies of CCP NCC. The Nomination and
Remuneration Committee Members do nbodieslaml d
the majority of them possess a sufficient experience or a qualification enabling them teettake
grounded decisions.

In compliance with the Federal Law on Clearing, Clearing Activities and Central
Counterparty and to tighten control over the risk management framework, the Risk Committee is
operating as part of CCP iNdbjective of ha gommitiee istr vy
contribute to i mprovement of CCP NCCO6s ri sk
a central counterparty, in order to increas
of its clearing activittesT he me mber s of the Supervisory Bo
the aforementioned Federal Law, and two thirds of its members are representatives of clearin
me mber |, ot her members are independent me mi
representatie s of the clearing membersd clients.

To improve efficiency and control of the state of its corporate governance, in 2017 CCP
NCC assessed the state of its corporate governance with engagement of the Supervisory Boa
members in such assessment. The perorassessment demonstrated the improved state of the
corporate governance in several respects, including the increased number of independent directc
on CCP NCCO0s Supervisory Board and organi za

The existing corporate governance giiges of CCP NCC enable the Management Board
and CEO to perform reasonably, in good faith, solely for the benefit of the Bank, effective
management of the daily operations, and guarantee accountability of these bodies to th
Supervisory Board and the GeakShareholders Meeting (sole shareholder). The Management
Board and CEO promote the implementation of resolutions adopted by the General Shareholdel
Meetings (sole shareholder) and the Supervisory Board.

One of the key principles of corporate governamic€ECP NCC is the timely disclosure of
reliable information on the Company in compliance with the legislation of the Russian Federation
and internal documents of CCP NCC. The information is disclosed pursuant to CCP NCC
Information Policy Regulation appred by the Supervisory Board and consistently with principles
of regularity and promptness, accessibility for stakeholders, reliabititycompleteness of the
disclosed information.

As required by the applicable laws, CCP NCC discloses information irsecaafr its
performance of functions of a credit institution, clearing organization and central counterparty.
The Company discloses its financial statements and accounts according to the Russian ar
international standards, as well as additional informaifats operationswhich may be material
for the sole shareholder and other stakeholders while maintaining a reasonable balance betwe:
transparency of CCP NCC and protection of its business interests. CCP NCC discloses informatio
using tools and methodeo st convenient for iIits stakehol
main channel for disclosure of the Companyo6
information sufficient for forming an objective understanding of material aspects @QGRe
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NCCbs activities. As a rul e, materi al even
publication of press releases.

To protect the rights and legitimatgerests of the sole shareholder and provide efficient
control of its financial and busine®perations, CCP NCC has the Revision Committee, whose
members are elected by the General Shareholders Meeting. The R€asiatittee reports to the
General Shareholders Meeting and operetgspendently from other management bodies of the
Company.

CCPNCC annually on a contractual basis engages a professional audit firm, which has na
property interests in the CCP NCC or its sole sharehdlledit and confirm the reliability of
its financial statements.

The Company maintains the corporate Code ofirass Ethics which sets forth the
principles governing the relations between CCP NCC employees, including members of its
executive bodies, and clients, partners, mass media, public and political organizations, as well &
other rules for external communicais. CCP NCC has approved the Procedure for avoid#nce
conflicts of interest, which describes the reasons for, measures to prevent, and procedure to sett
a conflict of interest. In addition, CCP NCC has approved an Anticorruption Policy, which
provikes gui delines for the Companyds activiti
laws and describes the situations containing the signs of corruption risk, as well as the measur
aimed at their preventing andvitesombating cor
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