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1. Executive Summary

Central Counterparty National Clearing Centreereinafter iCCPNC® or t h
was established in 2005 asthe J@t oc k Commer ci al Bank fANat.
Joint Stock Company) o, briefly the CJSC J
General Meeting of Founders and registered witerthistrict 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 Registration Number (OGRN) 1067711004481).

CCP NCCwas issued Credit Orgemation 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 (without a right to raise retail cash deposits) on 16 August 2006.

In 2014 CCP NCC was reorganizedhrough merger with the NeBanking Credit
Organi zation ARTS Clearing Houseo Credit Or
Closed Joint Stock Company RTS Clearing Ce@€P NCCis a legal successor to the above
legal entitieswith all their rights and obligationsansferredo it, including the those disputed by
the parties.

By resolutionoCCPNC@® s sol e shareholder, in 2015 t |
consistent with the applicabl e | aws learmgl ch
Centre (Joint Stock Company) o0 and ANCC Bank
banking operations in rubles and foreign currencies (without a right to raise retail cash deposits
was renewed to reflect the name change, along with eskcfor raising and placing deposits in
precious metals.

In 2015, CCP NCCwas accredited by the Bank of Russia to perform functions of a
Commodity delivery operatdqhereinafter-i ©O0 ) .

In 2017, based on t he CSBRONCEchanded its ethtws Ifrohetihed s
bank to the notbbanking credit organizatioincentral counterparty, and was renamed accordingly
as credit organization Central Counterparty National Clearing Centre, briefly CCP NCC. Due to
the status change on 28 November 2@4& Company obtained banking license No. 3466 f o r
nontbanking credit organizations acting as central counterparties.

On 28 November 201TCCP NCCwas assigned the central counterparty status by the Bank
of Russia.

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

CCP NCcCalso holds the license fdevelopment, generation and distribution of encryption
(cryptogaphic) tools, information and telecommunication systems protected with use of
encryption (cryptographic) tools, works and services related to encryption of information,
maintenance of encryption (cryptographic) tools, information and telecommunicati@msys
protected with use of encryption (cryptographic) tools, except for maintenance of the encryption
(cryptographic) tools for | egal entitiesd o



Principal Place of Business

13, Bolshoi Kislovskiy pereulokyloscow, 125009.
Mailing address:

13, Bolshoi Kislovskiy pereulok, Moscow, 125009.

During the reporting period, the following structural units were operating:

1 Sredniy Kislovskiy Additional Office o€CP NCCat 1/13, Sredniy Kislovskiy pereulok,
bldg. 8, Mscow;

1 Spartakovskiy Additional Office dECP NCCat 12, Spartakovskaya Street, Moscow.

Management bodies
According to the Articles of Associatio@CP NC@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
NCCb sctivities. Members of the Supervisory Board are elected by the General
Shareholders Meeting to hold office until the next annual General Shareholders
Meeting;

1 Managemat Board (a collective executive authority) provides daily management of
CCP NC® wperations Members of the Management Board are elected by the
Supervisory Boarde ach member 6s term of office D
the Supervisory Board butrf@ot more than five years;

1 CEO (hereinafter- t h sole @xecutive body provides daily management GfCP
NCCO s 0 p eandasteleabed Isy the Supervisory Board for a term to be determined
by the Supervisory Board but for not more than five years.

By resolution of the sole shareholder, Deloitte & Touche CIS were appointed an independent
auditor of CCP NCCfor the year 2018.

2. Authorized Capital and Shareholding Structure

When establishing the Company, the General Meeting of Founders approvedhbezed
Capital of the Company totaling RUB235,000,000.00 and divided into 235,000 registered ordinary
shares with par value of RUB1,000.00 each.

Between 2006 and 2013CCP NCGs authorized capital was increased from
RUB235,000,000.00 to RUB15,170,0000000 via placement of additional of registered
uncertified ordinary shares in NCC. Further increase of the authorized capital was connected witl
reorganization of CCP NCC in 2014 through merger and two additional issues of ordinary
registered uncertifiedhares inCCP NCCin the aggregate number of 1,500,000 (not exceeding
the number of authorized shares) through conversion of shares of the acquired entities: Nor
Banking Credit Organi zat i on -stick toBipay) and alosed g
joint-stock company RTS Clearing Centre.

As of the end of the reporting period, the authorized capital of the Company was
RUB16,670,000,000.00 and divided into 16,670,000 registered uncertified ordinary shares with
par value of RUB1,000.00 each.



Shareholdingstructure,

As of 31 December 2018, the shezgisterof CCP NCCcontained entry of one shareholder
only - Public JointStock Company Moscow Exchange MICERX'S.

During the reporting period;CP NCCregister ofshareholders was maintained by Joint
StockCompany ARegistration Company STATUSO

3. Industry Position of CCP NCC

In 2018, Moscow Exchangemainedone ofthe leadng world trading venuethusobliging
the Group and its subsidiary companiesraintain high pace of developmentthe strategic
areasincludingtheclearing business ar@CP NC® s a c tcentray counterpaaty.

During the reporting periodCCP NCCremainedone of the most highly capitaéd and
technological clearinggrganizationsn the world. Continuing taarry out itsactivities in the
Gr o umadkets, the Companyaintainedhigh quality levelsof servicesrenderedo clearing
membersbeingits clients secured withts reliablerisk managemerftameworkandin all lines
of businesscted in compliance wittheregulaord s r e g uandrthe mernatisal standards
to be met byCCPs and clearingrganizations

Projects and targets aimel developng its clearing services and impiayg its risk
management were implemented®gP NCCduring the reporting period against the background
of the ongoing sanctions regime and inherent risks that created certain challenges for the Group :
a whole. Number of significant objectives were traditionally related to implementation of new
legislative requirementsThe achievement of strateggoalswasalso impacteavith the changed
structureot | ear i ng me mb dairdgréductooof duiftececollatdral pbal fer trades
conducted byoscow Exchange.

In 2018,special emphasiswas givenrtce d uct i on of «@o$sevlzen operafingme m
in the markets othe Moscow Exchange Grougue to use of theinified account, netting
settlements and portfolio margining.

During the reporting yeaCCP NCCmanaged to maintain the positive trendshie growing
earning capacity of the business both due to the earndzhéeel income and the interest income
from transactions with idle funds and equity of the Group thus enabling it to form the suitable level
of budget revenue of the Moscow Exchange Gragip whole.

During the reporting yealCCP NCCcontinued to b&# anked wel FO @edib ng
organizations of Russia in terms of asset value which reache® BUBn as of 31.12.2(,
havingincreasd by RUBL1 trn since31.12.2017when tle recordedndicator wasRUB2.82 trn

In 2018, CCP NCC continued participating in development of international rules and
standards for central counterparties as a member of the Global Association of Central
Counterparties (CCP12) and the European Association ofal&udunterparty Clearing Houses
(EACH). Atthe same timeghe Companyvas striving tausethe facilities provided b} ACH to
press ahead with ttemlution ofissues related to its interests in other jurisdictions.

During the reporting perio;CP NCCcontinued provision of clearing services in all markets
of the Moscow Exchange GroupFX market and precious metals marke¢curities market,
money marketgepositmarket derivatives markets and standardized derivatives (SD) market and
commodites market of the National Mercantile Exchange JSC. The general overvi€ZBf
NCCbs cl eari ng ogxehangetmarkets$ late 2018 ihrseown in the édpaiow:



Moscow Exchange National Mercantile Exchange

Clearing with CCP in the CCP NCC

derivatives, FX market and . . .
precious metalmarket,SD market As of late 2018 Clearing with  CCP in the
552 clearing members commodites market (deliverable
RUB1578 tn volume of [IECICURIEICLREELS)

cleared obligations(against
RUB1,615trn in 2017)

Clearing in the securities marke
(with or without CCP) and deposi
market (with CCP)

In 2018, in accordance with the approved Development Strategy and the goals set up for th
organizatiorfor the nextyearas priorityones CCP NCCfocused itsnain efforts on implementg
the following projects andbjectives

1. Implementing the projects oflearing business and services development;
carrying outactivities to improve theisk management processesproving the
quality of governancef CCPin compliance with thenternational standards.

2. Enhancingransparency acECP NC@® activities forfinancial market participants
and disclomg informationo n t h e Castiviea asycénsal counterparty
in compliance with the Bank of Rus8i& r e g uandmn gieweofintemational
recommendations.

3. Implementing thelansto generat€€CP NC@® budget revenudsy mainaining
the positivetrends in the growing earning capacity of the business both due to the
earned fedased income and the income from transactions with financial
instruments.

The past year 6s most i nhpnentidgniagirclude:e sul t s a

l. Completing the Unified Collateral Pool Project. Phase Il. designedto reduce
par t i ccospwahen exécutingransactios in theMos cow Exchange
markets due tthe unique clearing functionality provided 6P NCC
1 unifiedaccount;

1 unified collateral,
i crossmargining;
1 netting of tradegxecutedn the FX, securities, and derivatives markets.



Advantages of a Unified Pool
1 as regards the clearing collateral

o unification of the list of assetscceptd in order to securtulfillment of
obligations undetrades executedn the FX market and precious metals
market, securities, money, and derivatives markets;

o individual collateral fotthe fulfilment andguarantee ofhe fulfillment of
obligationsin all above markets carbe deposited to aunified account
(numberof suchunified accounts to based isdeterminedoy a clearing
memberin view of the requirement tcsegregat proprietaryandc | i ent s
funds ofa clearing member);

1 as regards settlements

0 obligations and claims arising from tradesecutedn the FX and precious
metals market, securities, money, and derivatives markets asettiet
from the assetsecorded undeie unified account.

1 as regards calculation of the collateral required:

o0 cer@in elements of croswargining were introduced to allow cress
margining of obligations and claims arising from tradesecutedin
different markets: between the FX market and precious metals market, the
securities and money markets, and between the tigaganarket and the
securities and money markets.

As a part of the Unified Collateral Pool Project. Phas¢h# facility to transfer
assetsprofiles betweenthe clearing systems of theecurities, FX and derivatives
markets thus enabling to implement the mechantsrageamlinghe useof collateral
between thabovemarkets. The risk management frameworkhefderivatives market
was also improved as regards risk parameter calculaiah calendar spreads
margining.

Launching the Links with Foreign Liquidity Providers Project designedo offer

the OTC servicenablingkFX market participantso executeFX buy-saletradeswith

the major international banksvia CCP NCCacting as aentral counterpartyThe

facility to executesuch trades in the currency pairs EUR/USD and GBP/USD was
implemented during the reporting period. The projet@unch enablesmarket
participants to get accesstheglobal liquidity oftheinternational FOREXnarket and

the best prices while keeping usual interfaces of the Russian infrastructure, advantage
and convenience of dealing with CCP.

This project isoeing implementedccording to the followingattern

1. CCP NCCcommunicates quotations obtained from major foreign banks, while acting
as a liquidity provider, to clearing membeksquidity providers are notlearing members
of CCP NCC the relationships between the Company and liquidity providers are regulated
by individualagreements.

2 . Based on a regues farcurrangy punehasée ana sa@P NCCenters
t wo O c o un tthe available queoteédepsice:a t

1 with a clearing membeaccording to the procedure provided by the clearing rules
of the Canpany;
1 with a liquidity provider.

3. Currency pair, price and settlement date of the above trades match.



4. Whenexecutingtrades CCP NCCacting asCCP according to the Fedetaw 'On
Clearing, Clearing Activities and the Cent@dunterparty'.

5. CCP NCCsets limit on each liquidity provide€ | e a r i n g requestdimecans 6
give riseto trades in excess dimits are rejected.

[l The regime of complete and detailed disclosudey CCP NCC of information on its
activity in compliance with the Bank of Russia requirements

In many respects, suctequirements of the Bank of Russia are identical to the
international recommendations of CRMISCO thusfurther increasingransparency of

C CP NacttviGes forfinancial markeparticipants andeinforcestheir confidence in
reliability of CCPfunction performedyy the Company.

V. Having implemented CCP NCC Reporting Projectdesignedo improvethe process
of generating statutortyankstatementand taxreturns full-functionimplementation of
tax monitoring; increasg thelevel and quality of automation of reportitaggtheFederal
Financial Monitoring Service(Rosfinmonitoring) along with KYC (know your
customer)proceduresUse ofBIG DATA, stateof-the-art technologies, urlpinning
Neoflex Reporting system allows to streamline above processaadmake them more
manageable.

V. As a part of I mpl ementation of the Mo
aimed at clearing activity development, the following steps were taken

1. The NCC-NSD Account servicebetween CCP NCC and NSbr funds and securitidsas
been introduced. Suderviceuses theautomated funds transfezchnology ands based on
the idea ofll assetgoncentration in the Companyhere theyare used both fa@ettlement
of tradesandasa collateral for open positions and for entering new trades. Fomngtil
N S D odlesaring assets are selected from accownthh CCP NCCfor the amounneeded
Fundsor securities received iN S D @lsaring from counterpags will be returned to
accountsvith the Company.

TheNCC-NSD Accountservice is profitabléor aclientas it saveime and, ideally, reduces
excess funding to zero. Tlservicedesign allows tdake account of businespecifics and
to tailor automationto own needsit is possible to automatneway and tweway flows
only for one ofor several assets/accourits choose¢hetransferschedule and the procedure
for calculatirg their amount. The Unifiedccountserviceallows to changsettingsquickly

i for example, to exclude speciBecurityissuesaccounts frontheautomated funds transfer
mode.

Operation of theNCG-NSDAccount Service

T cl i entandsedurities dosicentrate in CCP NCC;

9 for executingOTC tradeswithin NSD, assets are selected fraftrentaccountswith
CCP NCC;

1 assetsare returnedcautomaticallyto accountsvith CCP NCCupon executionof
OTC trades;

1 separate parts tieservicecan be enabledNSDA CCP NCC or CCP NC& NSD,
securities or funds.



OTC Trades Execution of
trades in

On-exchange Trades
ceclirities

.................................. l

Settlement and

collateral

Clearing CCP NCC
management

Securities Cash funds Cash funds Securities Monetary accounts
HS, HL, HA, HD (60, v+) (30411) TS, TL, TA, TD and DEPO accounts

NCC-NSD Account

To usethe NCC-NSD AccountService(cashfunds),a request to change the settlement
account parameters has to be sef@@P NCC (in the form oh paper document or using
Web clearingpandto register respective account 304lith NSD asanaccounfor collateral
return with CCP NCC.

2. Participantsd6 capacity to manage |iqg
general collateral certificates (GCC) areexpanded

1 New, GCC GC Expandedssetpool, which compriseall bondseligible for REPO
with CCR, including bondsiot accepteds collateral by CCP NC@as been created
GCCs ofsuchpool arenotincludedin singlelimit;

1 newGCC OFZassepool,which comprisesnly OFZ and Russian Rubles, has been
created;

1 Facility to settle REPO tradewith GCCin US dollarshas beeimplementedThe
new modesvith settlement in foreign currency are available onlyaokswhichuse
proprietaryaccounts.

3. The DepositRequestService,allowing to specifythe cash amounto be retained
as a part otollateralwhen CCP NCC executesquestgor collateralreturn and/or
standingnstructionsfor collateralreturn,has beenmplemented

CCP NCC, when executing ttdthero @cSltlaantde rne
on Col | at,ercase of &alability af éfective deposiquesior standing
instruction on depositingefund the wholeavailable amount, except the amount
specified in thelepositrequest standingnstructionon deposit.
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Collateral Return
Request / Standing
Instruction on Collateral

Return NATIONAL Checking the availability of
) CLEARING —— Deposit Request / Standing
CENTER Instruction on Depositing

Clearing I
Member | |

Subject to In the absence of
availability of a Deposit Request
a Deposit Request / / Standing
Standing Instruction Instruction on
on Depositing Depositing

Executing a Collateral Return Executing a
Request / Standing Instruction Collateral Return
on Collateral Return in view of a Request / Standing
Deposit request / Standing Instruction on

Instruction on Depositing Collateral Return

In the event of lodging a request and effective standing instruction on depositing, the

deposit amount is made up of thmounts specified in deposit requast standing
instruction on depositing.

4. The facility to place deposits with the central counterparty in US dollarsat

market rates of eexchange repo for Russian credit institutions having access to

money market of Mscow Exchangenave been expandedPreviously such

deposits could be placed only in Russian Rubles.

5. CCP NCC switched to the new payment system of the Bank of Rusgieoviding

for creation of the unified expanded regulation on acceptance and processing of
payment documentiled by participantof ther e gul at or 6 s pay me
part of buildingof the centralied payment infrastructure of its payment system.

In connection withthe amendmentsmade by the Bank of Russia to Regulation

No.579P and 446P (International Financial Reporting Standard, IFRS-9)
andcoming intoeffectfrom 1January 2012hus requiring tehange thalgorithm
of execution ofaggregate netlaims/ net obligatiors, clearing reportswere
enhancedn 2018.

VI. As a part of development of its risk management framework, CCP NCC:

1. Successfullyperformed operational audit of CCP NCC by Deloitte & ToucheCIS
in compliance with Bank of Russia Regulation No. 556 of 11.11.20166 On
Procedure for Conducting Operati osuahl
elements ot h e C o naptisity sG € P sk management and assessnunits

t

h e
A

modelaccuracy stress testing o C P sks, determin n g C CP 6 sapidal ahdo ¢ a

restoring its financial sustainability

2. En h an c e dsafegu&dssucture by unification of the amourtb be contributed

by clearing members to tHeuaranted-undin all markets In particular, the amount to

be contributed by clearing members in SD market is increased to RdiB10
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3. Developed the methodologyfor assasing expected losseslriven by credit risk
eventsrelated to assets and provisiorg to cover suchlosses according t&FRS-9
approaches.

VII.  International rating agency Fitch Ratings confirmed the longterm issuer
default rating (IDR) of CCP NCC in foreign currencies at BBB- with
positive outlook and in domestig cu
one point higher than the sovereign rating of the Russian Federation.

VIIl.  The Analytical Credit Rating Agency (hereinafter ACRA) confirmed CCP
NCC's national scale credit rating at AAA(RU) with Stable outlook.
According to ACRA experts, the credit rating and the outlook 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,
andt h e C o mngiealsyst@mic importance in the Russian financial market
also additionally contributes to the above rating.

IX. Compliance with of the Quality Management System introduced in CCP
NCCwitht he i nternational standard | SO9
systensi Re q ui r e(DNVIGL Budiness Assurance Management System
Certificate ISO 9001:2015yas confirmed The certificate bconformitywas
issued by Det Norske Veritas and Germanischer \do International
Classification Society, based on the outcomeshefcertified audit of CCP
NCC carried out by it.The Certificate expires on10 December2021 for
clearingservices, includingeCPfunction.

X. According to the financial statemens@0 1. 01. 2019, CCP NC
(capital) was RUB64.BIn.

XI. The Bank of Russia increased its limit on lending to CCP NCC to RUB60
bin for loanssecured with securities as a part of the process to control and
provide potential refinancing sources in 2018.

Reliable performance of its obligations to clearing membersand successful
implementation of business projects aimé&uldevelop clienicentered clearing services
enabledNCC to ensure a substantial increase in the volunoé services rendered to
clearing members.

As of 31 December 2018

the total number of clearingembers was 552 organizations;

the volume otleared obligaonsin 2018 was RUB1,578 trn;

the number of trades cleared in 2018 @&6mIn (785 min trades in 2017);

comission incomeeceivedin 2018 totaled RUB8,105 mlbeing1.17 times higher the
similar indicatorfor 2017 (RUB6,952 min).

12



Chart 1: Number of clearing members in markets against the total number of all clearing members

Number of clearing members in markets against the total
number of all clearing members
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Chart 2: Volume of obligations based on clearing results, RUB bin.
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Chart 3: Number of cleared tradggscs

Number ofcleared tradespcs
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Chart 4: Clearing service feeRUB min.

Clearing service fees, RUB min
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Diagram 1. Dynamics of volumes of obligations cleared in 2018 in FX, securities and derivatives
markets (RUB)

Dynamics of volumes of obligations cleare@@18in FX,
securities and derivatives markets (RUB)
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Diagram 2: Dynamics of volumes of obligations cleared in 2018 in precious metals and SD
markets (RUB).

Dynamics of volumes of obligations cleare@@18in precious
metals and SD markets (RUB)
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Diagram 3: Dynamics of volumes of obligations cleared in 2018 in SD market (RUB)
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4. Development Prospects of CCP NCC

In 2019, CCP NCC will continue implementing the strategic projects aimed at further
developing the clearing activities, improving the risk management framework, and
implementing measures necessary for maintaining the regeveduefrom transactionsn
financial markets.

The priority in clearing will be given to thachievement of targetgading to further
unification of the processof clearing serviceendering in all orexchangemarkets of the
Moscow Exchange Group. It will demamdegratedmplemenéation ofa number of projects
which will result in enhancemenis the IT systemsoth throughoutthe Group andn CCP
NCC,andamendments to theearing rules.

At the same timemuch emphasisvill be givento enhancing capabilities tassistthe
growth ofprofitability of the Group'usinesdy increasing theumber of clearing members.
This will be done by mwviding nonresident clearing members withrect access t€CP
N C C dlesaring servicedn 2019, this will bgossiblen all markets othe Moscow Exchange
Groupby implementinghe projectsfor segregation of the statuses of trading participamts
clearing memberm the derivatives and securities markets.

Without expecting improvement tiieunfavorableexternal factorén 2019and predicting
the continuation of the trertd rehabilitation of the banking sector by tlegulator, impact on
the business environment of other external and internal factors, CCP NCC will continue to
focus on closemonitoring ofthe worldsituation ad the Russian financial market€learing
members, partners, counterparties will be monitored directly in the same wayn8asines
are aimed to encouragemely response tachallenges anénsurecontinuity of the critical
services performed by the Conmyan clearing anavhen acting as eentral counterparty.

CCP NCCO6s gr owt M wiprelates pirearily to the impletghénthtion of its
significant business projects and performance of the top priority objectives, inter alia:

¢ . Cr elnifiedrClparimg Infrastructure Requiredor Building a Unified Clearing
Platform

In 2019 implementation of the followingrojectsis plannedSegregation of the statuses
clearing members and trading participantsthe derivativesmarket,Segregation of thsetatuses
of clearing members and trading participantstine securities marketwvhich will enable clearing
members, who are not trading participants, including-nesidents, to geaccess taclearing
services, and enable trading participants, who are alearing members, to get admission to
trading.

The project provides for implementation of the following objectives

1 unifying the structure of accounts of the 1st, 2nd, and 3rd level of clearing members and
their clients in the securities, FX ardkrivatives markets + creating the account
management services for clearing members (for automated download of limits and risk
parameter settings, elc.

1 unifying the structure of clearing membership in the securities, FX and derivatives markets
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o implementing theprojectfor segregation of the statuses of clearing memieds
trading participante the derivatives markéio be launcheah the first six months
of 2019)

o implementing theproject forsegregation of the statuses of clearing memamils
trading participantsn the securities markéto be launched in the last six months
of 2019)

The project for segregation of the statuses of market participants and clearing members wa
already successfully implemented in the FX and precious matalkets and SD market and
allowed to enroll three international clearing membBesk of America, ICBC, SOVA CAPITAL
LIMITED).

B. Integration of the SDMarket into the Unified Collateral PoolArchitecture

The project implementation will enablparticipants and members to enjoy service
convenience to the full while enhancing ssibilities toexecuteradesin anycurrencies other
than RUB and USD and to manabe collateralwhile minimizing anytransaction and other costs.

C. Developing thd.inks with Foreign Liquidity Providers Project

CCP NCC, together with Moscow Exchange, will continue developing this project regarding
extension of the list of currency pairs of G10 countries and increase in the number of liquidity
providers outamongthe major international banks, thaseating additional opportunities for
Russian financial market participants.

D. ImplementingC C P N Cé&pakslities toClear OTCTradesin the Securities and FX
Markets

Expandingcapabilitiesto settle OTC tradesnothe securities and FX markets, that were
executedutside of Moscow Exchange, via CCP NCC, thus enaplmticipantsandmembers to
usenetting againsbn-exchange receivables and liabiliteasdto avoidextratransfers.

E. Expanding Clearing Membe&Capabilitiesin the Deposit Market

Clearing members, also being trading participants in the deposit market, will get new
possibilities to manage their liquidity, i.e.: the possibility of early withdrawabkshfunds from
any deposits placed with the i@l Counterparty (subject to depositing back of such withdrawn
amount).

F. Unifying the Procedure of Holding Clearing Marko-Market Sessions
The procedure for holding matk-market clearing sessions in the derivatives, FX and
securities markets, inaling synchrorging change of risk parameters in the above markets,

unifying variation margin settlements, as well as the procedure for drawing and executing margir
calls will be unified to provide additional tools for liquidity management.

G.Unifyingthe Approaches to Protection of

18



I n the derivatives, FX and securities mar

funds wil |l be i mpl emented, i ncluding compl e
bankruptcy orw t hdr awal of any c lliecrese Asmagesufhiewillbbeostd s |
c | i eanfidende that the fundallocated by theno the market foexecutingransactionswill

be returned in the event of occurrencewyadverse scenarioslated taclearing members.

H. IncreasedTransparencyof CCP NCC forClearing Members
and Disclosureof Quantitative Indicators

In 2019, CCP NCC will continue tinproveits transparency for clearing members and to
disclose itsquantitativeindicators of itsbusiness as a central counterparty, in view of the
requirements imposed by the Bank of Russi a

|. Proprietary Operationsin the Financial Markets

I n 2019, NCCb6s activities in the financi a
the liquidity with taking into account the clearing activitéesl acentral counterparys act i v i
proprietary operations in the markets perform thedefault-managemenproceduresto manage
theassetgportfolio forincome generatioaccording to the planned target of the shareholder.

In 2019, the main changes in treasury transactions will be related to new peaathettesn
Moscow Exchange suchslaunch of trading in Turkish liras and Japanese yen with liquidity
providers(major foreign banks It will require configuratiorof the main business proces$es
the new currencies taking into accouhe significanttime difference oBettlements in Mecow
andtheregionswhere the relevant currencies are circulatdge more feature tfienew products
is the fact tlatthe settlements on the basis of trading resutscombined witlthe settlementsf
own treasurytrades withbankswho actas liquidty providers.

In 2019,thefinal transitionof clearing member® the unified collateral pool in all markets
tradingat Moscow Exchangenayexert additionainfluenceon treasurytransactions.

In 2019, the strategy to form the asset portfolio of CCP NCC provides for decreased activity
of the Bank of Russia and the Federal Reserve System regarding the change in the key intere
rates. Therefore the focus of transaction execution in financialetsarkll be on optimization of
the balance betweeshort and mediurierm assetdo increase income while assuming the
acceptable level of market riskadensuringflexibility in caseof significant changes in financial
markets.

5. Development Results irMajor (Priority) Operational Areas

5.1.Clearing

5.1.1.FX and Precious Metals Markets Clearing

The FX market of Moscow Exch an-gxehangesmarkdt, e F
wheret he wor | dos maaepeentraded sinceel®O2, iarel since 2013 there has been
developing trading and clearing pfecious metals transactionghe onexchange 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 the-exchange FX market to implement its monetary policy
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and establishes the official exchange rates for USD and other foreign currencies against Russiz
Ruble based on the @xchange trading results. The fixing of Moscow Exgeaalso serves as

the basis for the calculation of the settlement price of futures contratie toreign currency
exchange rate.

The FX market and precious metals market of Moscow Exchange is a modexnhamge
market meeting all regulatory and the shoecent technological standards applying to the on
exchange market, which hosts the major volume of FX transactions. The convenience of the on
exchange FX markes provided by the unified trading and pdsading infrastructure of the
Moscow Exchange ®Gup, providing its clients with a full range of trading, clearing, settlement
and information servicésTrades are executed in accordance with the rules of organized trading
of PJSC Moscow Exchange in the FX market and Precious metals market in thectoultée
auction modeTrades are entered automatically, progressively as cearders with mutually
satisfactory prices are entered into the system. Also, there is a separate mode for the execution
the offthe-book trades (twssided deals). The functions of the trading organizer and technical
center are performed by Moscow Exchange, and functions of the clearing organization and centre
counterparty are performed by CCP NCC.

The Company has been performatgaring in the FX market since 10 December 2007. Trades
entered on this market are cleared and settled with the participation of CCP NCC acting as a centr
counterparty for all entered trades, secumgjgationsfulfilment of nondefaulting clearing
members, thus significantly decreasing the risks of clearing members and relieving them from the
need to set limitso each otherThe FX market trading is conducted in a partially secured way,
using a highly efficient and reliable risk management framkwor

CCP NCC performs clearing in compliance with the Clearing Rules. The following currencies
are traded in theX and precious metals markets:

1 USdollar (USD), eur@EUR), British pound GBP), Swiss fran¢CHF), Hong Kong dollar
(HKD), Chinese yuan (CN), Japanese Y8RY) Belarusian ruble (BYR), Kazakhstani
tenge (KZT) and Turkish lira (TRY), gold (GLD) and silver (SL¥éy Russian rubles
(RUB);

1 Euro(EUR), British pound(GBP), Swiss frand CHF), Chinese yuan (CN), Kazakhstani
tenge (KZT), Turkish lira (TRYJor US dollars (USD)

In the FX market and precious metals market, the Company clears spot and swap trades, ar
since 2014 it has been also clearing financial derivatives (swaps arejutaded with 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 mistanarket, trades may be executed on the basis-ofader
book or der s (-orderbiodklorderst The trades baged cmrfuldr book orderare
partially secured.

Since 2013, CCP NCC has been clearing trades in precious metals for Russés Wioich
can be settled in the following ways:

1 atthe expense of clearing members;
1 atthe expense of clients of clearing members;
1 using cash funds in trust management of clearing members.

In December 2014, in the FX market and precious metal market there was established th
institute of A g eimeleaany member entitiedrtogact asea iwidaeng lbroker and
provide services to trading participants. According to this moaeling participants submit orders
andexecutetrades, while clearing members become a party to such trades and make settlement
under the obligations arising from the trade.
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In 2016, there was a reduction of the collateral for offset positions under eltéSadollar
in the risk management framework due to the introduction of intercommodity spread, which
enablesnarketparticipants and their clients to cut their expenses for operations funding. To unify
the collateral calculatiorgssessment dhe interest at e ri sk for the pos
margining of the positions for overnight swaps similarly to long swagssniroduced.

For managing the client risks, ther &radavas
accounts of the 2nd and 3lelvels thus enabling market participants to useexchange risk
management for managing the client positions. At the same time, they have a possibility for netting
as to delivery and collateral within the settlement account, under which various cbéidnso
are kept. Withdrawal of funds in the amount of the settlement position enables members to be
more flexible at managing the intraday liquidity without terminating trading in instruments with
Atodayo settl ements

The Segregation up to the Final Cli@roject enabled the option for checking payment details
for the matching of the beneficiary to the segregated client that makes it possible to protect cas
funds of the segregated client.

In 2018the toolkit of foreign exchange marketsexpandedIn this marketnew currency
pairs (nore of which being Russian Rublewere admitted to trading (GBP/USD, EUR/USD,
USD/CHF, USD/CN, USD/KZT, USD/TRY)Whenimplemening this objective forrecording
intercommodity spreadsfor calculating a unified limit, more flexible structure integrating
previously used technologies was useitle spreadcircle) and group spread (group/supergroup).

New currency pairs with Russian Ruble were admitted: Japanese yen (JPYkd2Bkh
tenge (KZT) (KZT/RUB) and Turkish lira (TRRUB).

In 2018, CCP NCC also implemented the facilitgtmvertthe individual clearing collateral
(hereinafter- ICC) to anothercollateral type in the securities and derivatives markelsie
advantage of ICConversion to another typemorerapid performancef payments

Currently, in the FX market, foreign currency is credited to correspondent accounts of CCP
NCC maintained with foreign banks and recorded as other coll&yeeland foreigncurrency
transferred to the securities and derivativeskets is recorded as the individual clearing collateral
and is credited to the Compadamordérstocradioreignnt s
currencfoC C P N Cotrédsgondent accounts maintained with foréiginks,anapplicationfor
changng the collateralstatushas to be submitted

Introduction of reliable and effective clearing service technologies and the qualitative
expansion of the range of instruments of interest to investors contributed to gterat#ion of
the FX and precious metatsarket of the Moscow Exchange Group amdrted positivinfluence
on CCP NCCo performance in the said market. Thee earned by the Company for clearing
servicein 2018was RUBL,640,938000 in the FX market RUB2,577000in the precious metals
market(in 2017 these indicatorarereRUB1,583,746000andRUB1,055000, accordingly.

5.1.2.Securities and Deposit Markets Clearing

The securities market of the Moscow Exchange Group is a modern market meeting all
regulatory and technologice¢quirements, hosting organized trading in major types of securities
traded in Russiaand being based on the unified trading and-pasling infrastructure of the
Group.
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Since 2017, CCP NCC has been providing the centralized clearing services as la centre
counterparty under deposit agreements denominated in Russian Rubles. In the securities mark
and deposit market of the Moscow Exchange GroupCtirapany provides its clients with the
most extensive range of services performing clearing of trades dedcia different trading
modes, either with or without performance ¢
out its clearing activities in the securities market since 1 November 2011. Until 19 December,
2016 the trading organizer was CJSC MICEXcBtExchange, and since December 19, 2016
PJSC Moscow Exchange. Clearing settlements in the securities market are performed by th
National Settlement Depository, a Nbanking Credit Organization (joint stock company)
(hereinaftern NS DO ) .

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

1 clearingof partially secured trades
o for buy/sell trades with CC&xecutedn the basis of enrder book orders with the
settlement T+2dquities depositary receipts, mortgagarficipation certificates
ISU, ETF) andwith thes et t | e mgowetnment+tbidnds@s well as for the
trades in the above securities entered on the basis-ofd&f book orders with the
settl ement from uv+0 to uv+2;
o for REPO trades with CCP, includingzRO trades in general collateral certificates,
executedn the basis of oférder book order and esrder book orders; and
o for deposit agreements
1 clearingoffully secured trades
o for buy/sell trades with CCP entered on the basis of ordersi@&rbook and on
order book) with settlement T+0 (corporate, regional and municipal bonds), as well
as the first parts of REPO tradeeecutedn the basis of ofbrder book orders with
vs+0 execution;
1 clearingof nonsecured trades
o for REPO trades and buy/srhdes without CCxecutedn the basis of ofbrder

book orders, with settlement of buy/ s
the first parts and REPO trades from
transactions).

Methods used by CCP NIto secure théulfillment of obligations admittedfor clearing
include the individual clearing collateral of clearing members in Russian Rubles, foreign
currencies or securities, and it also uses the collective clearing collateral (default fund) for clearing
of partially secured trades.

The Company prades clearing as CCP for the following trade®cutedwith or without
full prefunding:

1 securities buy/sell trades witthe settlementcode v 0 (except pl ac
redemption trades), KO, Yn;

1 REPO trades witkthe settlementodeT0/Yn, Ym/Yn; and

1 deposit agreements withesettlementodeYm/Yn.

CCP NCC provides clearing without perform
1 securitiedbuy/sell trades witlthe settlementodeB n , -1 B@®, ZO0;
1 REPO trades witthe settlementodeRb, Sn, Z0;

T pl acement and redemption trades waddésh s
with the settlementodem O .
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In the securities market, trades may be executed on the basiwaf@her book (i r
or off-order book orders. The tradeased on owrder book orders can lexecutecnly with or
without full prefunding.

Settlements based on results of the clearing carried out by CCP NCC are performed botl
during and after the trading day, with the following options:

1 atthe expense of cleag members;
1 atthe expense of their clients;
1 using cash funds in trust management of clearing members.

The implementation of reliable and efficient clearing service techniques, instruments
attractivetoi nvest ors had a positive i mpact on CCP
In particular, the clearing service fees receivedtti®sy Companyin the securities and deposit
markets in 208 were RUB5,943,54300 which is 1.B times higher than in2017
(RUB5,272,378000).

5.1.3.Derivatives Market Clearing

Since 2012, CCP NCC has been providing clearing services in the derivatives market of the
Moscow Exchange Group for a broad range of financial derivatives, such as futures with their
underlying assets being indicesjuities currency pairs, interest rafgsommodities, as well as
options on such futures. Moscow Exchange is a leading platform for trades in derivative financial
instruments over the CIS and Eastern European countries and is ranked among TOP 8 worl
derivative trading exchanges

Today, therange of financial derivatives traded in the derivatives market includes 105
derivative contracts of which 67 are futures and 67 are futures options.

The underlying assets of financial derivatives traded in the derivatives market sections of
Moscow Exchang are indices, currency paimsguitiesof Russian and foreign issuers, interest
rates, and commodities:

Securities section Money section Commodities
section
Futures: Futures: Futures:

RTS and MICEX indices| Currency pairs USD/RUB, | Oil: BRENT
blue Ch|p indices EUR/RUB, CNY/RUB, EUR/USD, Precious metals:
(Russian* and foreign AUD/USD, GBP/USD, USD/CHF] go|d, silver,

iSSUGI‘S USD/JPY, USD/UAH, USD/CAD, p|at|num’
Russian market volatilitf USD/TRY palladium, copper
index(RVI) Interest rateMosPrime, RUONIA Raw sugar

Federal Loan Bonds

! Source: Futures Industry Association (FIA) Annual Report 2017 published on 24.01.2018 at fia.org
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Futures options Futures options Futures options
Shares of Russian issser| Currency pairs: USD/RUBJ| Precious metals:
RTS and MICEX indices | EUR/RUB, EUR/USD, GBP/USD,| gold, silver,
USD/JPY platinum
Oil: BRENT
Note: The contracts marked with asteri sk

settlement ones.

Since 2018, American issuerso6 stabldscow nde
Exchange. Trading in the derivatives market is conducted both in an anonymous and addresse
(negotiableymodes

When clearing and settl financial derivatives (including variable margin), CCP NCC also
acts as CCP and thereby considerably redrsks of clearing members and releases them from
costly procedure of setting limits for each other

In the derivatives market, CCP NCC clears trage=cuted

1 atthe expense of clearing members;

1 at the expense of their clients;
1 using cash funds in trustanagement of clearing members.

The functions of settlement depository and settlement organization are performed by NSD,
which is responsible for the following

1 recording clearing collateral in cash funds on the CCP NCC's clearing accounts
maintained wh NSD;

1 recording clearing collateral in securities on DEPO trading accounts of clearing
members maintained with NSD.

The range of acceptable collateral assets comprises Russian Rubles as well as foreig
currencies and securities on the list approvedhigyresolution of CCP NCC and compiled in
accordance with the Companyés approved Gui
currencies and securities acceptable as collateral.

In 2018, CCP NCC took measures to further develop its clearsegvices provided to
clearing members in the derivatives markets, in particular

1. CCP NCC continued enhancing the risk management framework in the derivatives
market of Moscow Exchange and related services. In particular, there has been
implemented the @sibility to enter into asset sales contract with a reduced collateral
for a position, if such asset is available as collateral (covered sales) and the change
model for establishing limits on brokerage firms, i.e gbssibilitytoe s t a biualéss h 6
limits atsuchlevel isprovided(limits may not be linked witlactual fundg

2. Emergence of liquidatiorestionshb r 0 k e r a gpeciabedtionsysaely for each
settlement account ithe respectiveestion of special brokerage firfthe liquidating
clearing ledger of XXYYLIKtype will be createdor recordingin the event of the
forcible closing ofpositiors of anyparticipantoy CCP NCC.

3. Technical implementation of the projects for segregation of the statusearkét
participants andlearing members in the derivatives market has started thus allowing
to provide direct access to this market by organization, who are not interhstet (
the specifics of their business modtd)act asmarketparticipants or wa may not
legally act asmarket participants due to legal restrictionSor resident clearing
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members such separation of statuses will provide them with additional benefits through
margining of severainarketparticipants they render services to and the performance
of netbasedobligations. For marketparticipants, whgerform functions of clearing
members at the same time, the existing procedures of rendering clearing services an
trade organization services will remain unchanged.

The project is designed to unify the servicesalhonexchange markets and will
provide additional possibilities to naesidents (including with use of SMéccess to
trading) and major local brokers, and will enable small local brokers to cut their costs
due to cancelation of contributions to tihefault fund and norapplication of clearing

fees.

The first phase of implementation is schedule for the 1Q2019.

4. The technology of supply of precious metals to the market under futures contracts on
gold is implemented thus establishing links betweeptbeious metals market and the
derivatives market as delivery is made to the spot precious metals market of Moscow
Exchange. Futures contracts are quoted in Russian rubles pgraolaith monthly
performance starting with November 2018.

The clearing swice fees received by CCP NCC in the derivatives market in 2018 amounted
to RUB201,483,000, which Btimes higher on the previous year (2017: RUB24,990,000).

5.1.4.CommoditiesMarket Clearing.
Performing the Functions of a Commaodity Delivery Operator

Commodites market of the Moscow Exchange Group & unique stock exchange
infrastructureholding organied trades in derivatives (deliverable forward and swap contracts)
with commodity as thendelying assetTrades ardeld using the new tiech trade and clearing
system(TKS Urozhay allowing to adapthe functionality and specifications to tlstandards of
trading logistics accepteith the industry and to laun¢tadeswith wide range of underlying assets.
This techwlogy providesoth brokers and end customers vétitess to trading.

The first trading in grain was launched at the exchange in Decemben@dt derivatives
contract$. In 2016, corn and barley contracts were added. In March, 2@ding in the new
underlying asset (sugar) was launched-excthange trading in which contributes to increased
transparency of pricing at the Russian sugar maeketbling bothlarge traders and sugar
consumergo purchase sugar directfyom its producers At the same time the full line of en
exchange instruments was implemented in the commodity malddeterable grain derivatives
contracts were supplemented with sugar derivatives contracts as well as grain swap contracts, th
enabling market participantsand their clients to borrow against the collateral in form of
commodity. In 2018trading insoy and sunflowewas launched with the support of the major
participants of the oil and fat industig December 201,&lients of brokerswho do not payAT,
were also admitted to trading in commodities

For settlingiradest h e p a r domneodity accotngré used, which amaaintained with
CCP NCC wlo actsasa central counterpartin the grain and suganarketand as aclearing
organiationaccounting bth funds receivetfom buyersin payment othe commodity price and
guarantedéunds. In additionCCP NCC i CommodityDelivery Operator (©O) whomaintains
par t i ccdorpneodity swgounts for accounting @bmmodities acting as a keeper for
commoditiesfor participantsActing asCDO, CCP NCC accreditelevators and warehouses for
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stoing commoditiesadmitted to orexchange trading. The clearing service fees receivetidsy
NCC in the commodity market in 28.amounted to RUB4.02 min.

In 2018, MoscovExchange together with CCP NCC was activdevelopng a package of
measures aimed at mitigating the tax risks of participants-exohange trading in agricultural
products and preventing circulation of grami t h 6éadver se tax histor
package of measures, brokersé6 clients wil/
Commodity Producersé6, -Cvong€Ii n gAgriQdturak @omdoditg n d
Producers and Oming Clients will be able to sell grain, having proved that it was purchased
directly from its producers. Agricultural Commodity Producers will also be able to sell self
produced grain at the exchandéon-OwningClients will be able to purchasgrain via on
exchangdrades without any restricticendto enter intoforward or swapbids for commodities
which were previously purchased at the exchangéis package of measures excludes the
possibility of refusing to treat amounts of VAT on-exchange bids as deductiblhe package
of measures aimed at-@xchange trading in grain and the measures to be introduced in the OTC
grain market under the Char in the area of turnover of agricultural products are symmetric in
many respects and have the same goal to mitigate tax risks efib@mggain buyersCCP NC® s
clearing rules inthe commodity market and thRRules for JISC NTEBidmissionencompassinthe
standards related to tipackage of measurelesigned to mitigatéax risks are approvealy the
authorzedbodiesand registered by the Bank of Russia.

In 2018, CCP NCC, as@, made over 3,000 commodity transactions to credit/debit the
commodity tothe commodity accounts of clearing members/baildtsaccredited elevators and
warehouses use EDM®&hen liaising and exchangg documents with CCP NC@ ensure
effective cooperationwith elevators/warehousder performing, controllingand accounting of
commodity suppliesAs of 31 Decembe 2018, over 300,000 tons of commodity were helthen
commodity accounts otlearing members/bailors CDO 6 set incomefor the yeartotaled
RUB56.72 min.

5.1.5.SD Market Clearing

SD market of Moscow Exchange westablished in 2013 in furtherance of G20 resolutions
to strengthen the central counterpartyods r
exchange venues.

CCP NCChas beertleaing in the SD marketsince2013in compliance with thelearing
rulesand perfornngth e Cent r al f@hotions under 6D contradss In this market
the Company clearwith partial pre-funding with respect to the following derivative financial
instruments:

1 swap contracts;

9 future contracts;

i forward contracts;

i option contracts;

1 and with respect to swap trades &ng/selltradesin foreign currency

Settlementsare made using CCP NGG cl earing bank/ cl earin
maintained with NSD. Clearing membagssttheir individual and collective clearing collateral
(GuaranteeFund) both in Russian Rubles and in foreign currency. The minimum amount of
contribution to the&SuarateeFundof each clearing membes RUB10 min.
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In 2018, in the context of changing monetary policy of the Bank of Russmaell agising
geopolitical tension and unleashing trade wdre membersshow growingdemand foitools to
manage interest and &hange rate risks. has contributed tdéhe explosive growthof the SD
markebs | i.qui di ty

During the reporting perigdhe overallnumber ofSD market participants grew to 47 due to
accession ob new participants: Natiksis, Citibank, ExpoBarksianPacific Bank, Akbars,
International Bank for Economic Cooperation.

The volume otlearedobligationsin 2018 was RUB1,76BIn (2017: RUB21&lIn). In 2018,
446 trades wereleared(2017:138 trades)In 2018, he clearing service fees received bR
NCC inthe SD markeamounted to RUB5,346,000which is8 times higher on the previous year
(2017: RUB1,913,000.

5.2.Proprietary Transactions in Financial Markets

In 2018, CCP NCCO6 transactions i n intern@anc
factorsi decreasing market rates in the first quarter, and the external, geopolitical factors, which
had the opposite effettincreasing market rates and depreciation of the Russian ruble.

During the reporting peture codtinuedRaRgingl@ee dable | i

1):

1 The collateral provided by the clearing members in Russian Rubles continued
decreasing during the first six months of the year then it stabilized, which is probably
related to both withdrawal of excessive collaterabkeged during 2022015 crisis and
decreasing market RUB rates;

1 The collateral provided by the clearing members in foreign currency (especially in US
dollars) continued declining substantially, which is probably caused both by
diminishingopportunities tdund clearing members foreign currency and growing
market USD rates.

Table 1.
Clearing Membé&Anual RUB min USD min EUR min
Average
2015 80,689 6,090 4,891
2016 74,258 4,139 5,128
2017 54,365 3,003 5,349
2018 57,693 2,093 4,182
Change 2018/2017, min + 3328 -910 -1,167
Change 2018/2017, % + 6% -30% -22%
The developing market conditions and trends in the liabilities structure determined the main
areas of CCP NCCb6s transactions in financi a

The RUB portfolioincreased by 14% due to the increasing amount of bonds issued by the
Bank of Russia. The amount of deposits with the Bank of Ratancreasednter alia, due to
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conversion of part of assets from shigim financial instruments of money market. Tlere, the
annual average investments in the instruments of the Bank of Russia inecnessdédan sixold
- to RUB32bIn, thus allowing to earn high percentage yield with almost zero market risk.

The amount of the USD securities portfolio decreased @étenrease in the liabilities, though
to a much lesser extent. The focus was on reinvestment of the considerable part of the portfoli
repaid in 2018 about USD350 min. It is important to note that reinvestment took place at higher
rates both due to the ireasing discount rate of U.S. Federal Reserve and in connection with
increasing spread of Russian Eurobonds against U.S. bonds.

Considerable efforts were focused on the increasing EUR securities portfolio as mainly
negative rates are established for ot&set types, and high amount of EUR collateral provided
by participants contributes to a very low liquidity risk. Though Russian issuers offer a very limited
number of Eurobonds nominated in euros, the annual average amount of the EUR securitie
portfolio increased by 51% (see Table 2).

Table 2.
Eurobond Portfolio (Annual Average) USD in RUB EUR in RUB
Equivalent, min Equivalent, min
2015 19,056 896
2016 71,765 10,318
2017 69,685 24,300
2018 66,496 36,575
Change 2018/2017, RUB min - 3,189 + 12,275
Change 2018/2017, % -5% +51%

Reverse REPO transactions were an important component of financial market transactions. |
2018, no REPO transactions in euros were entered due to no market demand. At the same timm
REPO transactions in US dollars remairadthe high level (see Tablg.3Nhereby,due to
increasing market rates along with 11% growth of RUB equivalent transactions, revenues from
reverse REPO transactions grew by 61% thus making significant contribution to the revenues fron
financial market @nsactions.

Table 3.
Reverse REPO portfolio (annual USD in RUB EUR in RUB
average) equivalent, min equivalent, min
2015 14,895 10,940
2016 34,424 9,662
2017 42,988 501
2018 47,628 0
Change 2018/2017, RUB min + 4,640 -501
Change 2018/2017, % +11% - 100%

In 2018, the volume of precious metals transactions continued growing.
Location SWAP transactions in precious metals grew on 2017 from 514 kg to 10163 kg, first
of all due to silver transactions. The volume of transactions of acceptance/delipkygichl gold

also increased from 1725 kg to 13378 kg.

As a part of the process of managing assets denominated in precious metals, precious met
deposits were placed. The total amount of the placed deposits in gold grew on 2017 from 1125
kg to 27402 kg bgold. In 2018, deposits in silver also started to be placed, the total amount thereof

being 54742 kg.
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The number and volume of financial market transactions, being a part of the default
management processes increased on 2017 (see Table 4, Figure theldamare still insignificant
both in relation to the trading volumein-enx c hange mar kets and in re
At the same time, some of default management transactions is still related to closing of clearing
me mber s6 p o s iohwith withdrawal of iceses fir@rcctedit institutions by the Bank
of Russia.
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Table 4.

Transactions Number of | Change on| Volume, RUB| Change on
Transactions| 2017, % min 2017, %
FX market
Carry-over of positions (SWAP)
USsD 340 33% 90,599 7%
EUR 94 32% 16,860 39%
CNY 17 292
GBP 6 863
HKD 1 0
CHF 4 6
GLD 7 63
First currency
of the pair,

min.

EURUSD_TOD 68 -1% 834 78%
GBPUSDTODTOM 2 0
USDCNYTODTOM 1 5

Regulation of margin requirement
RUB 8 -43% 2,124 -12%
Closing of positions
USD 36 112% 11,923 102%
EUR 28 133% 1,068 -53%
CHF 1 0
GBP 2 2
SLV 1 1
GLD 2 9
EURUSDO0O0OTOD 1 2
Securities Market
Carry-over of positions
(REPO +SWAP+S/P)
RUB 693 -8% 47,865 -47%
Closing of positions (Sale/Purchaj
+LN+u+2)
RUB 41 583% 74,838
Commaodity Market
Carry-over of positions
(REPO +SWAP+S/P)
RUB 5 17
Derivatives Market
Closing of positions (margin
requirement)
RUB 6 500% 34 55%
* m_troo_luctlon of ICO in the 0 0% 0 0%
derivatives market
TOTAL
USD 377 38% 102,524 13%
EUR 190 22% 18,762 26%
CNY 17 6% 292 7%
GBP 10 -9% 865 448%
HKD 1 -50% 0 -100%
CHF 5 -64% 6 -95%
GLD 9 800% 72 4%
RUB 748 -4% 124,861 34%
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Figure 1

Dynamics of Operations in Case of Default ult
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As a part of the activity aimed to ensure
to increase its liquidity level in 2018, the potential refinancing was increased. Pursuant to the
Agreement for Participation in Lending and Repayment Transactibise Bank of Russia
collateralisedby securities or rights of claim according to credit facility agreements, the lending
limit is increased to RUBG6DIN.

CCP NCC is continuously expanding its correspondent network to ensure efficient clearing
settlements. In 2018, the following correspondent accounts were opened: in Japariesegtlyen
JPMorgan Chase Bank N.Pokyo Branch, and in Kazakhstani terigeith the subsidiary bank
of AO Sberbank, Kazakhstan.

5.3.Risk Management Including Measures Aimedat Maintaining High
Quality of Management in CCP NCC as CCP

5.3.1Risk Management System Compliance with the Regulatory
Requirements and International Standards

Functioning as a clearing organization, central counterparty and comrdeliMgryoperator
(CDO) in the markets of the Moscow Exchange Group, CCP NCC performs its activities
employing the ugo-date risk management framework (RMF) meeting the applicable international
standards.

Based on its functions and objectives, CCP NCC has #ispéesk structure comprising the
following interrelated groups:

71 risks inherent in CCP NCC as a central counterparty and clearing organization;
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1 risks inherent in CCP NCC as credit institution;
9 risks inherent in CCP NCC a90O.
CCP NCCOs r i sramewoskrcaverstim édohlowingfrange of risks:
1 credit risk (including counterparty risk, concentration risk and credit risk of
counterparty);
market risk;
interest rate risk in the banking book;
liquidity risk;
operational risk;
strategic risk;
legal risk;
regulatory risk;
reputational risk;
custody risk;
commercial risk;
systemic risk.

CCP NCC's key objectives are to reduce risks in the financial system and deliver stability in
the serviced segments of financial and commodity markets where it providesvitesThe
achievement of these objectives is facilitated by implementation of a risk management framework
enabling the comprehensive analysis of risks arising from all types of activities.

=4 =4 4 4 -4 4 4 5 5 -5 9

1 mitigating potential losses by limiting the risk levels assumgdNE&C across all
segments of the financial and commodity markets;

1 ensuring funds adequacy for CCP NCC to be able to cover potential losses out of
accumulated financial resources, including equity, individual clearing collateral,
collective clearing collatal and other types of collateral,

1 ensuring stable performance of the exchange trading, clearing and settlement systen
including through timely identification of risks and prompt and adequate response
measures on risk event occurrence.

To ensure its operational reliability, CCP NCC applies the risk management approaches ir
accordance with the requirements of the Bank of Russia, recommendations of the Basel Committe
on Banking Supervision, as well as international standards of the Ce@roit Payments and
Market Infrastructures of the Bank for International Settlements and the Technical Committee of
the International Organization of Securities Commissions (CEMICO) for systemically
important infrastructural organizations.

Duringther e por ting year, CCP NCCb6s activities
framework were focused on compliance with Bank of Russia Ordinance No.\R8agd 02
December 2012 O60On Assessing the Management
Centrd4 Counterparty Function®o), (hBapvpknaft &usé
No.575U dated 30 December 2016 60On the Requir
Management Arrangement, Clearing Collateral, Placing Property, and Creatitgdss€entral
Counterparty, as well as Entities with Which a Central Counterparty is Entitled to Open Trading
and Clearing Accounts, and the Methodology for Determining Allocated Capital of a Central
Counterpartyodo (h¥sRd)nafter O6Regul ati on

In 2018 CCP NCC made a number of amendments to the internal documents regulating
CCPO6s risk management, generally in connect
in compliance with the requirements pf the Bank of Russia, consideration of recomiorenda

based on the results of operational audit of CCP NCC conducted in compliance with Bank of
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Russia Regulation No. 588 dat ed 11 November 2016 o00n
Operational Audi t by Centr al C 0 u sk neanagement y 0
framework of CCP NCC as a clearing organization, central counterparty and comdadigieyy
operator. In particular, the following documents were amended as follows:

T

rules of the organization atk management frameworkhe document has been amended

in view of the recommendations set forth based on the results of operational audit of CCF
NCC regarding supplementing with the measures to mitigate the strategic and custody
risks, and refining ofhe procedure of managerial risk reporting;

techniques of stress testing has been updated, the procedure of conducting extraordinal
stress testing is also described and the procedure of calculation of the regulatory capital fo
stress testing;

techniques of assessing model accuracy has been enhanced in view of the
recommendations on operational audit of CCP NCC regarding itemization of the process
of modifying the model in the event of unsatisfactory results of assessment of model
accuracy and refining dhe list of ratios shows in reports and statements;

recovery and resolution planthe document has been updated taking into account the
requirements of Bank of Russia Regulation No.-B43 dated 02 July
Requirements for the Contents of a Ficiah Stability Recovery Plan of the Central
Counterparty, the Procedure and Timeframes for its Submission to the Bank of Russia ant
Amendments Thereto, on the Procedure for the Bank of Russia to Assess the Financia
Stability Recovery Plan of the Centrab@hterparty, on the Requirements for the Type and
Nature of Events about Which the Central Counterparty Should Inform the Bank of Russia,
and on the Procedure for the Central Counterparty to Inform the Bank of Russia of the
Events Stipulated by its Finamati Stability Recovery Plan and the Decision to Start

| mpl ementing the Pland and the recommei
operational audit of CCP NCC;

the risk and capital management strategy, amended and restated, include the updated resu
of the most significant risk identification and provide an updated set of risk appetite
benchmarks for 2019;

risk appetite benchmarks for 2019, which set the updated qualitative and quantitative
thresholds of the significant risk level for the next year $obsequent quarterly
monitoring;

the procedure of limiting the treasury transactions and trades with liquidity providers and
the Guidelines on Control of Limits on Treasury Transactions and Trades with Liquidity
Providers have been updated taking irdocaint implementation of the Links to Foreign
Liquidity Providers Project. The provisions on establishing limits on liquidity providers
and to their control have been added.

Improvement of the methodology base of the processes associated with ris&péaad c
management remains among the most i mportant

5.3.2 Risk Management of Clearing Organization and Central Counterparty

INn2018, devel opment of CCP NCCO0s risk manage
ensuring s financial stability and reliability of CCP NCC as a clearing organization, central
counterparty, and commodity supply operator and was carried out in the following main areas:

1 ensuring adequacy of financial resources for settlements both in normaltesrdesx
market conditions;

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

33



1 improving the risk assessment methodology required for CCP NCC to offer new
clearing products and expand the range of clearedimstits;

T i mpl ementing the measures to maintain
with the requirements imposed by the Bank of Russia on central counterparties whose
management quality has been recognized
of Ordinance 2914J;

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

Margining System for Clearing Meml

CCP NCCuses a variety of models to determine collateral requirements depending on the
specific markets. The model for determining collateral requirements considers the specifics of
instruments and, accordingly, is applied with minor differences based on thetsrepkcifics.

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 reflected
by historical data yet, so as to secure at least@3%idence probability for the required collateral
amount in all markets.

The asset types acceptable as collateral are also rspeafic, as follows:

Asset types acceptable as coll ater al i n
Mar ket RUB Forei Prec Bonc Shar Commod
Currel Met a
FX Mar ket + + + - - -

Precious M
Securit iammd + + + + + -
Deposits M
Derivati ve + + - - + -
SFD mar ket + + - - - -
Commodi ty + - - - - +

CCP Safeguardstructure

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 of CCP NCCidihsiability in connection of
its performance of the functions of central counterparty. CCP NCC consolidated the structure of
CCP safeguard levelsy uni fying the amount of <c¢clearin
Fund in all markets. In particulaas mentioned above in this report, the amount of clearing
member sé contribution in the SFD market inc
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The Figure below reflects the safeguard structure as of 01.01.2019:

NCC minimal capital

Replenishment of
dedicated capital

(Niccp)* at any time

Maintaining the minimal capital required for ensuring the capital adequacy level

CCP loss absorption
mechanism

NCC additional capital

to the Default Funds

Defaulter's initial margin
and stress collateral

i|—{ Defaulter’s resources

Securities FX Derivatives SFD Commodities MOEX contribution

2
] Default Fund & upto5bin. RUB
- 2,5 bin. RUB 3,3 bin. RUB 1,0bin. RUB | |0,04bin. RUB | | 0,02 bin. RUB
E Securities FX Derivatives SFD Commaodities
S NCC Dedicated Capital | | | . T
& ‘ 2,0 bin. RUB ‘ 2,5 bin. RUB ‘ 15bin. RUB | | 0.4 bln. RUB ‘ ‘ 0.1 bin. RUB ‘ markets

Defaulter’s contribution Total: 6,5 bin. RUB

According to the international operational standardsclearing organiz#ons - central
counterparties, the level of risk coverage by collective funds is considered to be sufficient providec
that, within a short period of time, these resources can cover maximum risk for at least one or twi
default positionsCCP NCC aims to cover maximum risk caused by default of 2 largest clearing
members, which exceeds the requirements of the international standards.

To provide additional protection for natefaulting clearing members, their contributions to
the Default Fad are used only when the amount of total debt of the defaulting clearing members
to CCP NCC exceeds the maximum acceptable value. Currently, in all serviced markets of the
Moscow Exchange Group the default fund may be used to cover losses upon defaildaohg
member. The size of the default funds as of 1 January 2019 is shown in the table below:

Si ze of
Mar ket

FX mar ket

Securities Ma
Mar ket

Deposit Mar ke
Derivatives M

SFD mar ket

Def aul t

Si

Funds in the Moscow Exc
z®edtHwintd , Si ze of Con
RUB ml n Cleari ng UBe m
3,962 10

10
2,972

1
1,227 10
546 10
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Commodi ty Mar 19 1

Composition of Defalt Funds as

Mar ket s RUB UusSbD EUR FLB

FXM M, DM, 3,73 797 1,368 2,524
CM

Financial Monitoring of Clearing Members

CCP NCCuses the internal rating system as an efficient tool to monitor financial position of
clearing members and counterparties to its active trades. The use of formalized internal rating
enables it to promptly respond to deteriorating financial position ediriclg members and
counterparties, to establish limits for active transactions and set aside adequate provisions fc
possible losses on ridéearing transactions.

The internal ratings are assigned in accordance with the Counterparty Internal Rating
Guidelines. In 2018, to evaluate the financial position of new categories of counterparties and
improve indicators used in calculation of such internal ratingehin types of counterparties
the revised Counterparty Internal Rating Guidelines was approvieidh was amended in
connection withintroduction of new reporting templates for professional securities market
participantsand insurers from 01.01.2018.
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The internal rating process comprises the following components:

Data . . . ) Rating
. Financial condition analysis .
collection assignment

p]
w

Ratings
Financial Canital
results apita A
Counterparties, ) Internal rating
issuers, clearing | _ determination
participants methodology
IBC External
ratings
Reporting ‘ B
'
Market Financial
position indicators Expert’s
| ' estimate
Mass media : C

NPL Assets

Additional information

o
=
-~

Information sources for determinireg internal rating include financial statements and other
information on clearing members and counterparties, which is significant for assessment of the
level of risks assumed for them. The internal rating represents an outcome of the aggregate poi
asessment of financial and ndimancial 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 the counterpart y o0 sbembruseganate s s
market segments, and dynamics of the value of the stock issued by them, as well as other mater
information).

As of 01.01.2019, CCP NCCO0s internal r at
breakdown by types of 102 CC rated clearig members and counterparties as of 01.01.2019 is
shown in the table below:

Breakdown by types of participants as of 01 January 2019, %

Credit organization, NCOs, stabtevned corporations,

international organizations 34.6%
Issuers, corporations 31.4%
Financial Institutions 10.7%
Commodity mar ket 6s war ehous: 8.0%
Administrations 4.7%
Non-resident credit organizations 4.1%
Non-resident issuers 3.9%
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Other counterparties 2.6%
5.3.3 Managing Risks of CCP NCC as a Credit Organization

Due to its special status and types of activities, 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 counterpartiesdéd financial s
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 regarddo CCP NCC as a credit organization arises as a result of the
Companyd6s investment operations.

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

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

Risk sources

Risk management methods

¥

. 4

.

.

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

The investment activity of CCP NCC, the criteria it uses to select counterpamnikes
instruments in allocation of free cash, as well as maturities based on market liquidity of instrument
by CCP NCCOs

ar e

The

governed

ma i

—| Country rating

provisions of

moderate riskevel as shown in the tables below:

Treasury

Pol i

CCP NCCOGs invest me
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The cornerstone of control of credit risks arising in course of cash allocatiorimithng) of
treasury operations. The existing system of limit enables limiting of the amount of risks assumec
by CCP NCC to the level corresponding to guaranteed performance of the regulatory requirement
of the Bank of Russia and the Treasury Policy oPQCC.

As of 01.01.2019, the structure of the credit risk exposed assets consisted prevailingly of the
funds placed on correspondent accounts with credit organizations, mainly the major foreign bank
and reliable Russian banks. The largest amount of fnadglaced on the correspondent accounts
with JP Morgan Chase Bank and its subsidiaries due to their performance of functions of settlemer
banks in the oexchange FX market of the Moscow Exchange Group.

The diagrams below show the asset grouping inrdec@e with S&P international rating, as

we |l | as the distribution of CCP NCC6s secur
Assets Breakdown by International Industry Breakdown of Securities Portfolio, RUBIn
Ratings, %
= Government o}
q = Mining
= AA = Oil & Gas f
A ® Telecommunications Y €
= BBB
® Transportation
= BB
.
-B Finance
= NR " Energy

As of 01.01.2019, due to the high quality of assets, the capital adequacy ratio (N1lccp
requirement) was 153.2% (versus the regulatory minimum of 100%), which confirms expressly
CCP NCCb6s fitynancial stabil

Market Risk Management

CCP's activity is exposed to market risk only in case of credit risk event. Therefore, the marke
risk is managed as a part of the range of credit risk management measures.  For the purpose
guantitative assessment wfarket risk for various markets where CCP NCC acts as CCP, the
methodology was developed to be used, in particular, to determine the volume of requirements t
the size of collateral gsted by the clearing membershe key objective of market risk
managemenin allocation of temporarily free cash is optimization of the risk/ return ratio and
minimization possible losses in case of unfavorable events. To this end, CCP NCC

T diversifies its securities portfolio (by
1 sets maximum expiration periods for investments in securities;
9 sets limits for investments in securities (for the entire volume of investments, types of
investments, and issuers);
classifies the debt instruments and securities by risk groups; and
forms provisions for possible losses from securities, unless such securities are revaluatec
at fair prices.

CCPNCC is exposed to interest rate risk on securities and financial derivatives sensitive to
interest rate fluctuations, and on derivative trades inrgmsusensitive to interest rate fluctuations
as shown in the table below:

1
1
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CCP NCCO6s exposure to m&RUKtetsandi sk as of

01.01.2019 01.01.2018
Interest rate risk 10,899,121 9,550,416
General interest rate risk 2,322,638 2,310,175
Specific interest rate risk 8,576,483 7,240,241
Securities market risk 0 0
Currency risk 0 0
Interest rate risk, % of capital 16.66% 20.81%

As of 01.01.2019,the interest rate risk amounted16.66% of the capital (equity) of CCP
NCC (20.81% as of 01.01.2018).

The interest rate risk is calculated as the sum of general interest rate risk associated wit|
adverse changes in the present (fair) value of securities and financial derivativesudsd res
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.

CCPNCCis not exposed to a securities market 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 were less than 1% equt¢ BfNCCboth as of 01.01.2019 and
01.01.2018, accordingly there were no sensitivity to FX risk. The market risk was considered by
CCP NCCduring 2018 as not involving any potential losses that would impair its financial
sustainability.

Managing Interest Rate Riskn the Banking Book

CCP 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 balance sheet anbatdince sheet claims and liabilities included in
the bankés portfolio.

The source of interest rate risk is an adverse change in interest rates which may cause potent
losses taCCP NCC driven by maturity gap (mismatches of interest rate revision) ofsaasdt
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 maturity to fluctu@ns of interest rates.

To assess the level of the assumed interest rate risks, CCP NCC measures its interest rate ris
using the interest rate risk calculation methio@AP-analysis and duration methods. Throughout
the year 2018, the interest rate riskthe banking book remained within the admissible values
approved by CCP NCC6s Management Board.

Liquidity Risk Management
The conservative asset management policy contributed to maintenance of the liquidity level

sufficient to perform payment obligations of CCP NCC as a central counterparty. The liquidity
management is aimed at ensuring CCP NCC's ability to perform its tdoigaimely and in full,
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under normal market conditions or in case of unforeseeable emergencies without incurring
inacceptable losses or reputational risks.

CCP NCC, as a central counterparty, calculates the liquidity requirement according to Bank
of Russa RegulationNo. 17 dated 14. 11. 2016 06 ObankihgQrddit n g
Institutions - central counterparties, on Statutory Ratios for #anking Credit Institutions
Centr al Counterparties and Feat uGomgiance fwitht h e
Theméd. As of 01.01.2019, its value is many

The liquidity risk management involves the following procedures:
1 forecasting payment flows with breakdown by major currencies and determining the
required volume of liquid assets;
monitoring and forecasting liquidity ratios;
maintaining quick, current and lofigrm liquidity ratios at the prescribed regulatory levels;
planning measures to recover the required liquidity level in unfavorable or crisis
envronment;
1 setting limits and restrictions for transformation of cash into other types of assets: on
securities transactions based on type and maturity of securities, limit of open FX position;
composing an optimal asset structure given the availablaresbase;
considering the maturities and amount of available resources when investing assets ir
financial instruments; and
1 reviewing the negative scenarios of liquidity shortage, evaluating the risk response

framework, improving the liquidity managemeabls and methods.

EJE

= =4

NCC manages its liquidity in a refine mode based on the payment calendar using the
measures to optimize its cash flows, improve operations regulations of active transactions
settlements and correspondent relations. Liquidity status is assessed ontthlg basis by means
of liquidity gapanalysis (analysis of assets and liabilities by maturities) and calculation of liquidity
shortage (excess) and accruing liquidity shortage (excess) ratio by maturities, taking into accour
the refinancing instrument$.h e det ai |l ed | iquidity analysis
is conducted by means of the precise adjustments of composition, amounts, and maturities of asse
and liabilities recorded in its books of accounts.

The monthly liquidity ratios monitorgnshows that there was no shortage of liquidity in 2018
within all periods as shown in the Diagram below:
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Risk Liquidity Indicators as of 01.01.2019
(assessment on the basis of CCP NCC
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Operational Risk Management

CCP NCCO6s operational ri sk management sy:¢
system. lIts 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 criticgssérie efficiency of
functioning of the operational risk management system is supported by its multilevel structure,
including distinct distribution of powers and functions among the operating subdivisions,
committees, and management bodies in full conpince wi th the worl di
practices. The operational risk management system is built with taking into account the
recommendations of the Bank of Russia, the Basel Committee on Banking Supervision, as well a
CPMI-IOSCO

During the reporting peyd, as a part of the internal control framework of the Moscow
Exchange Group, CCP NCC was taking measures to enhance automation of its operational ris
management processes, including those related to regulatory, legal, and compliance risks, ar
information security risks, through the implementation of SAS GRC automated risk management
platform intended to provide automation of collection of operational risk events data, its mitigation
plans and measures, as well as generation of reporting includingtipvgde reports.

The operational risk management process comprises the following key stages:

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

1 identifying potential operational risk by means of sel§essment procedures;
1 analyzing and assessing the identified operational risks;
1 determining measures to remedy the consequences of a specific evenabdoaletisk

and measures to minimize occurrence thereof in the future;
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1 informing the management bodies of the event and level of operational risk (monthly or
promptly upon occurrence any specific event of operational risk) and controlling
implementatiorby them of the measures to mitigate the operational risk for any occurred
events of operational risk on a quarterly basis;

1 Reporting on the operational risk events of CCP NCC as CCP to the Bank of Russia on ¢
periodic (monthly) basis;

The methodologicabasis for the efficient functioning of its operational risk management
system i s provided by CCP NCCO6s internal d
1 monitoring operational risk using the system of operational risk indicators;

1 identifying operational risk of new produ@ad processes as they are developed;

1 collecting and reviewing 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 NCCO6s activity;

1 developing measuseto handle operational risk and control performance of measures to
mitigate operational risks;

fTchecking CCP NCCb6s resistance to failur
once a year;

fTupgrading employeesd skingls for operati

1 system of incentives for average employees for any operational risks identified in the
course of work;

1 policy of separation of access rights in data entering and processing intended to reduc
risk of unauthorized or erroneous actions of employedkeofelevant subdivisions of
CCP NCC; and

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

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

The comprehensive approach to mitigation of operational risks (personnel, processes ani
systems) implemented by CCP NCC implies, in particular, the implementation of the system for
determinationof process automation priorities (with risks taken into account), performance of
regular risk audit of business processes, maintenance of current accounting of information asse
(information systems, equipment, and communication channels), reservattomaiunication
channels, as well as introduction of the projegsed and servideased approach on operation of
various subdivisions.

CCP NCC mitigates its operational risk through preventive and corrective internal and
external control activities, whicimclude in particular the implementation of new access control
procedures, hardware and software, separation of rights of users and administrators of IT system
data backups, performance analysis of existing control measures and development and
implemenéation of new control measures.

CCP NCC performs regular analysis of its key processes, which results in implementation
new technologies lowering the level of its operational risk. In case of launching of new products
and services, CCP NCC carries out a poghensive multifactor analysis of the project including
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operational risk assessment. An independent external audit of the information security system i
carried out on a regular basis.

Strong focus is placed on ensuring continuity of CCP NCC activibesyhich purpose the
key information systems have reserve channels and capacities, and information is properly store
in electronic archives. Performing its functions as a clearing organization and a central
counterparty, CCP NCC commits to being pregdceany events which may result in suspension
of its standard operational procedures. Bank of Russia Regulation N® @4ted 16.12.2003

60n Organization of I nternal Control i n Cr
organizations to del@p business continuity and recovery plans to be used in case of emergencies.
I n compliance with the regulatords require

stateof-the-art business continuity management system taking into account Bank of Russia
Methodological Recommendations No. -MR dat ed 20.05. 2016
Recommendations on Development of Plans for Recovery of the Financial Stability by
I nfrastructure Or gani z@rdinamce o. 4858 datdd 80 Dedembarn c i
20166 On t he Requirements for the Content, Pr
Russia the Plan for Ensuring Continuity of Operations of a Central Counterparty, Amendments tc
this Plan, the Procedure for Assessing the Plan for Ensuring Contih@peoations of a Central
Counterparty, on the Requirements for the Software and Hardware and Network Communication:
of a Central Counterparty, and on the Procedure for Creating, Keeping and Storing Data on th
Property and Liabilities ofaCentral Cougest r t y and Their MovaeHent s
of 21June 201 On t he I nformation Disclosed by the
Procedure and Timeframes for Such Disclosure, and Determining the Rules for Information
Provision toClearing Member$

In implementation of its business continuity processes, CCP NCC uses the methodology o
the international standard ISO 22301 (Social SecuBtysiness Continuity Management Systems
-Requirements). This approach includes the following key element

fbusiness continuity management policyhis is the document approved by CCP
NCCb6bs Supervisory Board and governing CC
continuity within CCP NCC;

flassessment of business continuity riskss is the procesd alentification of risks,
their analysis and assessment of their o

flanalysis of business effectt hi s i s an analysis of a
possible exposure to various types of incidents in the course of tinge.amalysis is
performed at least annually and covers all structural units of CCP NCC,;

flcrisis managemeiitthis is defining of higHevel business continuity management
strategy of CCP NCC, including paeveloped arrangements for responding to variety of
crisis situations;

fbusiness continuity strate@yhis is a developed strategy describing the principles
of building the business continuity management system in a short, medium and long runs;

fbusiness continuity and disaster recovery pléms is a documented proceduee t
be used in case of an emergency. The plan contains the list of measures to maintain critics
business functions at the pidetermined and agreed level;

frecovery plari this is a documented process of recovery and protection of the IT
infrastructure andystems in case of an emergency;

flincident management plérthis is a clearly defined and documented action plan to
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be used in case of an emergency in order to minimize its effect on personnel and critical
business processes;

ficrisis communications these are the documented priorities in communication in
case of emergency, which contain the-peseloped templates to be used for notification
in the external and internal environments; and

ftesting and exercising this is an important process developedd&termine
adequacy, planning quality, efficiency of organizational preparedness of the business
continuity management system

In pursuance of its business continuity management strategy and based on busines
requirements, CCP NCC has established alternsiigs (geographically remote back offices)
which are activated in case of realization of the scenario of inaccessibility of the primary offices.
To assess CCP NCC's level of maturity in the area of business continuity management, CCP NC
regularly prepres reports on the key indicators of the business continuity management system an
submits them to CCP NCCO0s management bodies

Strategic Risk Management

Strategic goals of CCP NCC are def i-2020d i |
developed in ecordance with the Strategy of the Moscow Exchange Group for the Years 2015
2020 and approved by CCP NCCO6s Supervisory

Strategic risk is exposure to adverse changes in performance results caused by wron
decisions made in course of managing CCP Ni@€luding any decisions made in course of
devel opment , approval and I mplementation o
execution of the decisions made, and the f
changes in external factors. Thenaf, the efficient strategic risks management is a key to success
in achieving the strategic goals while implementing the strategy.

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

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

1 consistency of this strategy with the nature, capabilities and scope of CC® NC
activities;

fmaking prompt changes in CCP NCCbs st
internal or external factors;

1 measurability of relevant strategic risk parameters;

1 regular monitoring of the size of the strategic risk parameters;

1 assesment of risks and preparation of information to make proper management
decisions; and

{ available independent information approaches to all significant risks.

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

Strategic risk is monitored using the established criteria and the range of qualitative
indicatorssuch as:
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1 identifying cases of nenompliance with the approved development strategy;

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

1 identifying risks preventing the achievement of stratggials.

The additional tool of strategic risk management at the strategy implementation stage is the
monitoring of the progress of implementation of the strategic initiatives. The results of the strategic
ri sk monitoring ar e r eagthorized cbllgctive eodiesyircledthg:t o C

1 data on strategic risk level and dynamics;

1 statistics of key risk indicators;

1 results of the programs for strategic risk identification and assessment;
1 report on the statuses of implementation of risk miiigameasures; and

1 other information related to the strategic risk management.

The results of strategic risk management are considered in the process of strategic plannin
according to CCP NCCb6s strategic goals and
current and planned (target) indicators of risk appetite, CCP MREs part in a strategic
objectives development.

Legal Risk Management

CCP NCC's legal risk management system is based on the operational specifics of the
Company combining the functions of a central counterparty and a clearing organization with
activity of a credit organization and a commaodity supply operator. It places especially strong focus
on the | egal ri sk mitigation measures in
counterparty functions. In CCP NCC, the legal risk factors are commadhtypes of activities.
Therefore, for the purpose of arrangement of the legal risk management processes, the Compa
has built a comprehensive legal risk management framework with account of all lines of its
business.

CCP NCC manages its legal riskinaacdance with the Regul at
Legal Ri sk Management Framework in the Con
Supervisory Board on 25.07.2018 (Minutes No.4), which takes into account the requirements of
the Bank of Russia as to theyéd risk management set forth in Bank of Russia Regulation No.
463P of dated 12.03.2015 AOn the Requirement
the Requirements for a Document (Documents) Stipulating Measures Aimed at Reducing Credit
Operatiomal and Other Risks, Including Risks Related to the Combining of Clearing Operations
with Other Activitydéof Obd0O#aanrOE5 NDOn 368d |
and Capital Management System of Cred&d?299 | ns
U dated 02 December 2012 AOn the Assessment
Acting as a Centr al Co-inbéer garvvo20a8aB6dnDat
legal risk and reputation risk management at creditinsti ons and banking g

The legal risk management process implies the distribution of powers between different levels

of CCP NCCOGs management bodi es, its struct
powers in the process of legal risk managenaglt the control over the legal risk management

efficiency comprises sever al l evel s: the fi
Commi ttee of the Supervisory Board; the sec
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CEO, and the Intern&ludit Committee; the third 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 accordance with the internal administrative document, CCP NCC has appointed the Lega
Affairs Officer responsible for the legal risk management and coordination of legal risk mitigation
efforts. The Legal Affairs Officer directly reports@EO and his/her activity is independent from
the Legal Department and subdivisions exercising transactions (trades) associated with legal ris
assumption.

The Legal Affairs Officer organizes monitoring of the legislation of the Russian Federation
on an ogoing basis, prepares overviews of any amendments made to the legislation of the Russia
Federation, regulations of the Russian Federation, judicial practices and draft regulations o
Russian Federation on the i ssuvergewsadsantteall t c
concerned structural units of CCP NCC. The heads of the concerned structural units ensure th.
rel evant amendments are promptly made to
amendments made to the legislation of the Russaefation.

To mitigate the legal risks, CCP NCC has developed the standard forms of agreements an
ot her i nternal documents and establish th
Department of any nestandard agreements, transactions and othexsretered by CCP NCC.

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 subrifitsn to CCP NCC Management Board for review
approval. Such legal risk reports are generated on the basis of the legal risk level assessme
indicators introduced by the Regulations on the organization of legal risk management in CCF
NCCoO0 and cfalowtnginfarnsatioh: the estimated level of legal risk, results of the legal
risk level assessment in dynamics; and relation between the indices of the legal risk levels an
limits set.

In 2018, the indices of the legal risk assessment level were raegaiithin the limits set by
the resolution of CCP NCCb6s Management Boa
analysis of claims of clearing members and counterparties and to forming its legal position on the
lawsuits against CCP NCC admitted fonsideration, and participation in court proceedings
arising from such claims. Measures for risk mitigation were promptly taken in relation to each
legal risk event, including lawsuits of clients and counterparties against CCP NCC.

In 2018, there were Aams against CCP NCC from clients and counterparties and 8 lawsuits
against CCP NCC admitted by courts for consideration (in 261dlaims and 4 lawsuits against
CCP NCC). No payments by CCP NCC were adjudicated by judicial bodies in 2018.

Regulatory (Compliance) Risk Management

The regulatory (compliance) ri sk is the
comply with the legislation of the Russian Federation, internal documents of CCP NCC, and &
result of applid sanctions and/ or other retaliation measures on the part of supervisory authorities.

The specifics of regulatory risk as appl:i
central counterparty and commodity supply operator lies in a possdiilitgurring any expenses
(losses) by CCP NCC as a result of vtmmpliance with Federal Law No:-FZ of 07.02.2011
AnOn c¢cl earing, clearing activities and cent
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Russia, and CCP NCCrasdimernal documenss retated tAtilsesalmeeitypes i
of its activities.

The regulatory risk management is provided by the Internal Control 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 processing of information,
interaction with structural units for the purposes of obtaining clatibas, additional
information, and recording of events);

T monitoring CCP NCCbs compliance with the
combating unlawful use of insider information and market manipulation;

1 making timely and efficient decisions temedy any identified defects and violations in
CCP NCCOs activities;

1 preventing and managing the conflicts of interest taking account of the specifics of CCP

NCCb6s activities;
applying the best compliance practices, standards and norms of professional ethics; and

T rendering methodol ogi cal support CCP NC(
regulatory risk may arise based on the tasks and functions imposed on the stadtura
within its competency.

The regulatory risk events are reported t

the Regulatory Risk Management Regulation.

]

Reputational Risk Management

In 2018, the work on reputational risk management of CCP MéfeihafteRR) was carried
out in compliance with the regulatory requirements and internal documents and was focused ol
monitoring of events in different lines of business of the Company and in the external environment.
their assessment, analysis and tdimation of their relation tdRR.

The main objective of the measures performed during the reporting period was ensuring (using
the automated reputational risk management syst&R MS) continuing control of such risk
level so that to inform the managem@bout the reputation threats and, as appropriate, to make
promptly management decisions to prevent potential damage to the Company.

By their categorization, the RR events registered during the reporting period were referred tc
the groups of internal aneternal factors. The events of the group of internal factors resulted
mainly from erroneous actions or delay in transferring cash by CCP NCC, distribution of incorrect
reports on clearing results to clearing members, incorrect identification of clashlialaihties in
any assets, suspension of the service of withdrawal/crediting of funds. In the reporting period, the
did not influence the curve determining the RR level, as they did not reach the established scal
and thresholds of sensitivity.

At the ame time, the events from the external factor group reached the sensitivity values anc
thresholds, which influenced the RR level. These events were referred overwhelmingly to the
factor of appearance of negative information in the external envirorinmegative publications,
mainly on Moscow Exchange, in isolated instarices CCP NCC. As noted above, they were
not critical in terms of maintaining the RR level within the set limits of acceptable level and did
not require any prompt response for prevengiogsible damage.

The analysis of the data characterizing the RR management results for the reporting perioc
the level of this risk types was equal to or belty® points according to the scale applied, while
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the established level of risk appetitasup to 500 points. The figures below reflect the quarterly
dynamics of RR level peaks:

Qli 100
QIli 0
QIll i 150
QIVi 0

During the reporting period, both CLR and projected level of reputational risk (hereinafter
PLRR), which reflects the overall significance of all RR events calculated at the current point of
time with their projected impact on the reputation level durmegdpecified period in the future
implemented, were monitored. During the year, PLRR indicators (during several periods)
exceededhe acceptable current level of Rbeing caused bigentificationof eventswhich did
not exceed the sensitivity threshadd,RR eventssuch events beingainly legal risk events and
some operational risk events. Taking into account recorded PLRR indicators, the situation wa:
carefullymonitored n t he most tr oubl es o mewherewadossewgehts t h
might occur. Such monitoring is carried outonder to obtain the necessary information on the
events related to RR events for theinely assessment.

During the reporting period for the purposes of responding timely to the reputational threats
arising unde impact of negative occurrences 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 theajeoeadition 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 influen
capability of sources, size and place of releaseasfsages/publications and also positive, 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 MEDIAINDEX DYNAMICS

25176

Q12018 Q22018 Q32018 Q42018

Note:
Green color highlights the period when the maximum level of Medialndex was registered in QIV 2018.
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During the reporting period, the project for updatindy Rubrizatorof Reputational Risk
Events I ndicating Thei implgventeglheecthafte tha Ruaricatoe) r i
andt he OFr amework of Calculation of Reputati i
(Joint Stock Company) Based on Risk Event s
basis for creation of the automatedtsys to control RR. This project is was implemerttefine
tune the reputational risk management framework taking into account the changes due t
development of business processes in CCP NCC, introduction of new IT technologies,
diversification of provideatlient services, application of advanced risk management techniques;
expansion of the list of risks managed by the Company, and development of the normative an
regulatory base.

While updating the above documents, the parameters of some of RR events wehe
included in the Rubricator, were reassessed, new events were added, the parameters (significan
scale and sensitivity threshold) of newly added events were also defined according to exper
estimates and taking into account the experience ofiaglye Rubricator to determine RR level.
Along with it in connection with automation of risk management process additions are made to
the Framework.

During 2018, CCP NCC was quarterly reporting its RR management results to the Bank of
Russia Financial Stélity Department. Based on recommendation of its of Internal Control
Department and to i mprove the control of th
bodies, reports generated by Risk Management Officer were considered and approved at th
meet ngs of the Companyds Management Board on

Custody Risk Management

For its payments and settlements CCP NCC uses services provided by counterparty bank
depositories and settlement institutions (including the NCO CJSC NSD).NIXIP uses the
infrastructure of commercial banks and thparty depositories in cases where there is no
possibility to use the infrastructure of the Bank of Russia and NCO CJSC NSD. The quality of
such counterparties i s ascseditgiskendnagementt he pr oc

To mitigate its custody risks, CCP NCC assesses the quality of depositories in compliance
with the Regulation 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 supply operator;

1 provides accreditation of warehouses in accordance with the Sugar Warehouse
Accreditation Rules when perforng functions of a commaodity supply operator;

1 establishes the storage limds each elevator and warehouse storing commodity for the
benefit of a commodity supply operator;

1 controls the actual location of assets owned by the central counterparty, aarfarted
by clearing members to the central counterparty as a collateral for the performance of
obligations;

1 assesses a possibility for demanding timely the assets owned by CCP and/or transferred &
clearing members to the central counterparty as atewlafor the performance of
obligations; and

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

Commercial Risk Management

Commercial risk means any potential deter
profit organization) due to the exceeding of expenses over earningsigartivat they cause losses
not associated with occurrence of credit or custody risk.

To manage its commercial risks, CCP NCC applies the following measures:

1 develops action plans to recover or orderly reduce the scope of activities in case of
occurrence bcommon business risk or reputational risk; and

1 provides analysis of income and expenses in case of introduction of new instruments anc
products.

Systemic Risk Management

Systemic risks of CCP NCC may originate from simultaneous failure of sesleeaing
members or counterparties of CCP NCC to perform their obligations, which prevents other
counterparties from performance of their obligations to the Company properly and when due.

Since CCP NCC is systemically important as a financial market infcasre facility, its
systemic risk may be also origindtfom relationships between CCP NCC and other financial
market organizations.

The efficient management of its on risks (credit, market, operational, custody, liquidity and
others) enables CCP NC@ maintain stability in all financial market segments where it provides
its services and thus facilitating the systemic risk reduction.

For the purposes of reducing systemic risk, NCC:
1 monitors the systemic risk through control of the level of other irgksrent to
CCP NCCOs activities;
1 monitors the financial soundness of infrastructural organizations, with which the
contractual relations are established and to which it has credit exposure;

1 monitors the aggregate positions held by clearing members in all markets where
CCP NCC acts as a central counterparty;

1 develops the procedures for transferring positions of clients of any clearing member
in case of its insolvency (bankruptcy) to anottiearing member;

1 limits the procyclicity of calculation of the amount of the required collateral for
trades of clearing members; and

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

5.3.4 Stress Testing dfinancial Stability

The stress esting of CCP NCC ©6s financi al st at
acceptable level enabling it to maintain its stability in all financial market segments where it
provides its services and to provide clearinyise to participants.

When stres$ esting CCP NCC6s ri sks, the risks
inherent to its activities, including credit, market and liquidity risks, as well as the risks arising
from combination by it of the functioref the central counterparty and other activity types.
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The risk of CCP determines the amount of losses caused byenfummance, untimely or
incomplete performance of financial obligations to a central counterparty by the defaulting
clearing members in thmarkets of Moscow Exchange. CCP NCC uses a model of simultaneous
settl ement of its counterpartiesd | argest d
member sé6 default s, CCP NCC takes i nt-l@SCOc c o
for central counterparties.

CCP NCC performs stress testing in accordance with Bank of Russia Regulation ¥g. 576
dated 30 December 2016, 60On t he Regtestingante nt
Model Accuracy Assessment of the Central Coyoatety, Risk Stresgesting and Model Accuracy
Assessment of the Central Counterparty, and the Procedure and Timeframes for Providin
Information on the Results of Risk Streaesting of the Central Counterparty to Clearing
Member so.

CCP NCCO s ing df tisksanglgdestthe direct and reverse stress testing of risks.

Direct stress testing of risks means an analysis of adequacy of the collective clearing collatere
and dedicated capital of CCP NCC to cover potential (uncovered) losses causeeplefaraon
or undue performance of obligations by two major 4gsserating clearing members and an
analysis of sensitivity of sufficiency of |
risk factors. Reverse stress testing means identificatidheohypothetic stress scenarios (risk
factor values), where the amount of CCPOs
mi ni mum all owed) values established in the
considering a need to olvge the regulatory requirements of the Bank of Russia.

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

Sensitivity to specific risk factors is analyzed by changing such (specific) risk factor value
duringt he direct stress testing of the centr e
remaining unchanged. CCP NCC analyzes the soundness of such targeted changes in risk factc
(stress scenarios) influencing its financial stability and usedsfgss testing of central
counterpartyodos risks.

The results of stress testing performed i
common financial stability without any threat to its business continuity determined through
sufficiency of risk ceerage resources, in a range of simulated stress scenarios and their
combinati on. CCP NCCO6s financi al resources
possible losses (not covered by the collateral) which may arise frorpartormance or undue
performance of obligations by two major legenerating clearing members.

6. Internal Control System

During the reporting periodhe work continued aimed implemening the proposals on
improvement of the common internal control framework of the Moscow Exchange Group, which
includes CCP NCCpresentedin the report byanindependent auditor of the common internal
control framework, who in 2017 confirmed the compliancethef common internal control
framework with the Laws and the best world practices. The development of compliance function
continued and was focused on further improvement of its internal documents, measures to preve!
conflicts of interest, implementation ahticorruption practices, measures combating legalization
(laundering) of proceeds from crime and financing of terrorism, compliance with the FATCA
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requirements (the Foreign Accounts Tax Compliance Act), and the standard governing the cross
border exchage of financial information (AEoI/CRS).

Wit hin CCP NCCO systennds earpartadf thecammnmon omternal control
framework, CCP NCC was taking measures to enhance automation of its risk managemer
processes, including those relatedperationalregulatory, legal, and compliance risks, as well
as information security risks, by using SAS GRC automated risk management platfornataimed
providing automation of collection of risk events data, its mitigation plans and measures, as well
as generatioof reporting including the grougide reports.

CCP NCC performs the internal control in accordance with Federal Law Nel 895
02.12.1990 60On Banks and BarFnzkionfg OA/c. t0Oi2v.i2t0ylél,
Clearing Activities and Central @ont er part y o6, Bank of -PRlateds i a
16. 12. 2003 60On Organization of I nternal Conr
Order No. 1372/pzn issued by the Federal Financial Market Service (FFMS) on 13 August 2013
i On a pghrequikerments to arrangement of internal control of a clearing organization and to
the document establishing the internal cont
to the nature and scope of conducted operations, the levels and dmnbafaassumed risks
interactingt he course of CCP NCCb6s activities as
counterparty, credit organization and commodity supply operator (CSO).

The internal control is exerciséa ensure

1 the efficient finagial and economic performance of CCP NCC in banking operations
and other transactions, performance of the functions of a credit organization and centra
counterparty, efficient management of assets and liabilities including safe custody of
assets, and magement of banking risks/central counterparty and CSO risks;

1 reliability, completeness, objectivity and timeliness of preparation and submission of
financial statements, accounts, statistical and other reports;

1 information security, i.e. the protectioho CCP NCCO6s i nterests
which is a composition of information, information infrastructure, entities collecting,
forming, disseminating and using information, as well as the systems regulating the
relations arising in this respect;

1 compliance withrequirements athe Russian Federatitews CCP NCCO6s Ar
Association and other CCP NCCO0s consti

T prevention of the Companyds involvemen
including the legalization (laundegh of proceeds from crime and financing of
terrorism, in exercise of suspicious transactions;

1 mitigation of risk of losses which NCC may incur as a result of any sanctions and (or)
other disciplinary measures taken by supervisory authorities, includiregabygn of its
i ncompliance with the | egislation of
documents, as well as timely submission to any governmental authorities or the Bank
of Russia of any information required to be so disclosed accordthg tegislation of
the Russian Federation; maintaining the
(laundering) of proceeds from crime and financing of terrorism at the level sufficient
to manage the risks of legalization (laundering) of procemxis €rime and financing
of terrorism

The efficiency of the Company6és internal

1 control procedures implemented at all levels of management;
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periodical inspections of compliance of all activity areas with the established policies
and procedures;

ensuring integration of the control pr
follow-up control of closed transactions;

ensuring separation of fumehs and prevention of conflicts of interest in performance

of duties by its personnel;

ensuring compliance of its transactions with the legislation of the Russian Federation
and regulations of the Bank of Russia;

ensuring timely provision of necessangyarmation to the relevant employees of CCP
NCC;

maintaining the required level of security of information systems;

daily monitoring of high risk transactions

internal audit and different external audits;

performing regular control of efficiency of the measures taken by its subdivisions and
management bodies based on the inspection results ensuring decrease in the level «
the identified risks; and

timely submission to the management and Supervisory Bafattte information on
material risks and deficiencies of its internal control system.

system of the Companyds i nternal co

accordance with their powers defined in the Articles of Association and internahdotuof
CCP NCC included:

1 CCP NCC management bodies (General Shareholders Meeting, Supervisory Board.

= =4 =

Management Board, and CEO)

CCP NCC Revision Committee;

CCP NCC Chief Accountant and his/her deputies;

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

Internal Control Service (ICS). IC&oerates under the direct control of and reports to
CEO. The head of ICS reports to CCP NCC Supervisory Board on issues concerning
the compliance with the laws on combating unlawful use of insider information and
market manipulation. The main functions BES are mitigation of compliance
(regulatory) risk, control over compliance by CCP NCC with the laws on clearing,
clearing activities and central counterparty, and the laws on combating unlawful use of
insider information and market manipulation;

Financdh Moni toring Service (FMS) is CCP |
legalization (laundering) of proceeds from crime and financing of terrorism, established
and operating in accordance wit®WZd&rti

07 . 08 . 20oinkating Cegalization (Laundering) of Proceeds from Crime and
Financing of Terrorismb

By its order, CCP NCC appointed the authorized officer (head of the Financial
Monitoring Service)i a special officer responsible for implementation of internal
control regulationsto combat legalization (laundering) of proceeds from crime and
financing of terrorism (AML/CFT) in CCP NCC. The functions of control over
organi zation of -telated waleandkcongpliankdvidf th€ &pplied
internal control regulationen AML/CTF with the Russian Laws on AML/CTé&re
performed by the Deputy CEO. FMS omampor
annual basi$ 2018reportwas taken into consideratipn
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1 Risk Analysis and Control Department (RACD) is a structural unit of GCICIEC
focused on the forming the single and efficient system of financial risk management
for CCP NCC as a credit organization, clearing organization functioning esrsral
counterparty, and CSO operating in the of the Moscow Exchange Group.

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

1 Authorized officer for reputational risk manageménrd person responsible for the
management of reputational risk and organization of work aimiésimitigating. 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
NCCbs Articles of Association and inte

1 The authorized officeresponsible for organization of operational and strategic risk
management acts in compliance with the legislation of the Russian Federation,
regul ations issued by the Bank of Rus:
internal documents of CCP NCC, and

9 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 the direct control of
CEO and reports tdcim/her Its key responsibilities include the development of a set
of measures to protect confidential information (including banking secrecy, personal
dat a) , and conduct periodic audi ts 0 |
infrastrucure as well as the existing processes for checking the compliance with the
information security requirements.

7. Technological Platform

During the reporting period, CCP NCC continued to improve and enhance the information
and technological infrastructure while addressing the main objécewsuring high quality and
uninterrupted rendering of crucially important clearing services doetotenance of reliability
and development of functional coverage of the software and hardware system. The functioning o
all systems automated data processing was supported at the level of meeting the internation
standards with at least 99.96% acce$bjbi

The Introduction into operation of Neoflex Reporting System (hereindftR) was the most
significant event in the reporting year. The project aims to develop more efficient solution of the
system objective of generating the mandatory bank andeparting. CCP NCC supports
settlements of over 1 million trades in Moscow Exchange markets a day. The Generation of
required regulatory reports requires aggregation of various information from several source
system, which carry out preliminary processiofjtrades and calculation of thousands of
interconnected ratios and indicators. Overall, data collection and report generation took at least si
hours when the legacy technology for calculation of intermediate indicators was used. The projec
implementaton provided for the systemic transformation of the reporting processes. Neoflex
Reporting Big Data Edition system, which is based on the Hadoop technology, fully meets suct
requirements and can be scaled up easily and without any special finance eipeasesof
further development of the Company. In fact, CCP NCC has created the structure accumulatin
al | data, which were previously Oscattered:¢d
further use of the built functionality for developm®f the interdepartmental analytics, inter alia,
in the tax payment area. Whereby, the use of the opensource technologies allowed to gai
significant benefits due to saving on licensing ofliesed DBMS and ETL facilities provided by
the world develops of software. To ensure fattilerant functioning of the system, Big Data
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paradigm contains the main circuit operative on two HADOOP clusters (program stack: YARN,
Oozie, Spark, Zeppelin, Livy) installed in different DPCs. The total number of implethente
system modules was as follows: 17 forms of the mandatory reporting to the Central Bank, 8 ta
ledgers and 22 more detailed reports. Howeveiljneninterfacing with the market risk system

and MDM has been arranged thus allowing to generate a constheasgon of form 722 (Ratios)

on a daily basis and to obtain updated ratings for counterparties and securities. As a result, tr
report generation time reduced at least by three times.

This project won the annual ¢ oGhipfénfoimatioro n ¢
Of ficers in Russiad in the nomination O0The
subgroup. GlobalCIlO independent portal was the award sponsor. The winner was chosen by ope
voting among Chief Information Officers, membefghe industry.

During the reporting year, extensive efforts were taken to automate the processes related t
the introduction of new services and changes in the infrastructure of the Russian financial marke

When implementing the Unified Pool projecteth new ver si ons of the
recording system (hereinafte€CP TRS), WEB clearing system and clearing terminal supporting
the full functionality of the Unified Pool project were implemented. API for the Clearing Terminal
system was develep on the basis of REST architecture, such terminal being used to render the
new clearing service to transfer cash collateral and asset profiles. It enables clearing members
develop their own STP systems of automatic interfacing with CCP NCC when mgfiagds
directed to the omxchange market. The clearing terminal accepted and processed over 780C
requests from members during 2018.

During the reporting period CCP TRS, WERaring system, clearing terminal were
enhanced as a part of a several othgonmojects:

71 Links with Foreign Providers;
{1 Unified Account;
1 IFRSY;
1

Switching the interface for the correspondent account kept with the Bank of Russia
from KBR-S to KBRN technology.

During 2018 CCP NCC actively continued to connect clearing members WHB-clearing
system, an advanced development stage of the electronic document flow usirigdtE@ogies,
which replaced Universal Client Workplace application. As of 31 December 2018, the system
access was provided to 510 members of whom 208 weredprbwiith it in 2018; and the number
of incoming documents from the clearing members reached 1079 a day. The Universal Clien
Workplace application was decommissioned. Instead the members are provided with the WEE
clearing service and clearing terminal seevin regard to handle the settlement accounts of the
Unified Pool.

The set of organizational and technical measures to ensure the operability of the informatior
systems and specialized systems upon connection of CCP NCC to the advanced payment syste
of the Bank of Russia was carried out during the period from January to July of the reporting year
electronic document flow with the payment system of the Bank of Russia was switched to the new
highly protected scheme for encryptibased protection of docwents (Scheme 3).

CCP NCC was connected to the Unified System of Exchange of Documents (USED) of the
Bank of Russia through Internet Portal 4. Electronic document flow with subdivisions of the Bank
of Russia was introduced, legally significant bidirectiaattronic document flow is carried out
while ensuring compliance with the information security requirements.
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From April to November, the databases were standardize and hardware and software system
interfacing CCP NCC with the Federal Executive Auttiesi (Federal Tax Service, Pension Fund
of Russia, Social Insurance Fund, Federal Customs Service), were switched to MS SQL platformr

In addition, while developing Centaur Omega IBS, 3 standard releases, 12 extraordinary
releases were also introduced antplemented. Over 697 updates were installed. The most
significant among them are as follows:

1 online interfacing of IBS with OeBS (FD pr oj ect &6 New Fi nanc
was I mplemented to mark the CCP NTheos
attributes necessary for Management Reporting are marked automatically without
changing the business process and information environment of users (accountants)
Operational risks were minimized due to usage of usual environments and
technologies;

1 the new nodule was introduced and enhancements related to switching of financial
accounting to IFRS® were implemented;

1 FATCA module was also further developed. In particular, its functionality was
expanded to include CRS reporting.

While developming the SFD markand ecosystem of Softwell NAVIGATOR products used
by it 4 rel eases wer e install ed. | mport
convenience:

1. Two-tier submission of orders was implemerit@ohly a trader enters an order t, only
a compliance ofter submits it.

2. For positions management and understanding of the forecast values of requirement:
and liabilities, availability or insufficiency of available funds. In particular:

risk calculator (calculation of simulation portfolios);

)l
71 displaying theamount required to execute the order;
T maximum FX withdrawal formula;

1 new information fields in the Balance sheet and Positions reports

were implemented.

3. The balancer for Fincad risk and cost calculation service was introduced to minimize
the time requiredor clearing by paralleling mass settlements.

To provide CCP NCC with a secure reliable access to the payment systems of the Bank o
Russia and the electronic information services of the Russian Federal Agencies, it arrange
quarterly hand®n trainings in transfer of payments and filing of regulateports from a remote
standby platform (12 Spartakovskaya street). The hardware and software systems available at su
remote standby platform were kept in a standby mode for immediate deployment as needed. In tF
event of emergency occurred in the msystems, functioning was supported by using standby
hardware and software systems and communication channels.

During the eporting period CCP NCCb6s we|
Exchange data center. Thus CCP NCC improved the reliabilityr infrastructure, reduced
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operational risks when disclosing information, enhanced the timeliness, accuracy of informing of
clearing members and made the website more-frisedly.

In spite of the fact that ORACLE database management system (DM&dptioe most
reliable system for the data volumes existing in CCP NCC and could have remained the main dat
storage platform, the decision was made to develop other of systems. The decision was made
use PosgreSQL, MsSql as an advanced DBMS for medaha projects. During the reporting
year, 2 DBs of the infrastructure support systems were ported to PosgreSQL.

To optimize operation of the IT department and interfacing with system users and vendors
(external), in 2018 the JIRA System designed to tracjepts and problems, put into commercial
operation and developers of external vendors were provided access to it. It allows to monitot
correction of errors and development of systems for CCP NCC more efficiently.

The System for creation and distributiohthe knowledge base on Confluence projects was
introduced. Easier access was provided to the internal documentation for the systems supporte
by the IT department, such documentation became more available, was indexed by sections ar
projects, and alloww edit jointly the space dedicated to the project.

The ambitious Hadoop Data Lake project of CCP NCC was launched. As a part of this project,
the created and developed section in the HDFS file system for NR was supplemented with the fil
partition and ection for the Liquidity Providers project. The scheduled software assignments
enriching data were created. Such data is wu
to such file partitions differs and is configured according to the sepatese r

Workability and complete functionality of the automated systems handling business
information depends, inter alia, on the scope of work performed in test circuits. Much has beer
done to ensure the highest quality of testing during the reportinglygratticular:

1 CCP NCCand Moscow Exchange created a stand for specialized stress testing of CCP
NCC6és Software and hardware system re
exchange markets using the High Frequency Trade (HFT) robots.

1 successful independestress testing was performed, which confirmed the reliability
and stability of CCP NCCbds Software an
times above the current one. In 2018, the technology of stress testing was changed. Th
loading algorithm wa changed by generation a large number of test trades by HFT
robots.

T the 6clearingd segment of the public t
developed. The availability of the fifiinctioning public test polygon enables clients
to test new swices, inter alia, such as Unified Pool, and to carry out tests using the
Clearing Terminal 6s API ;

1 for external developers, the network, dedicated area of DMZ was provided. This area
contains depersonalized data and infrastructure of the main systei@® ™NCC. The
main network is protected from DMZ. External developers can create new software
modules for NR and Centaur Omega IBS while possessing depersonalized data of suc
systems. IT employees of CCP NCC may be engaged in code creation. The time
required for implementation of such systems has reduced and allows to involve more
developers;

The work aimed at implemening the practices of Continious Integration/Continious Delivery
(CI/CD) in the area of system preparation for commercial operation in 20p&rtioular, CCP
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NCC has introduced the CI/CD pratice with a vendor in the acceptance test environment in orde
to automate testing of software deliveries, which includes:

T
T

placing of delivery modules in the accessible environment;

analysis of existing prenditions for module installation, for delivery of
automated deployment;

installation of delivery (module) in the environment:

delivery testing (to verify successful installation of the module and data
upload).

Overall, CCP NCC technological platforshowed the gradual development based on the state
of-the-art processes and IT solutions, which allows to significantly contribute to the business
strength and reliability and ensures its sustainable development
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8. Major Financial Performance Results

Major financial performance results as of 01.01.2019

(RUB thousand
Equity (capital) 64,683,998
Net income, total 20,301,027
Operating expenses 1,380,958
Profit before tax 18,920,069
Accrued (paid) taxes 3,898,953
Profit after tax 15,021,116

Dynamics of Changes in Financial Performance Results

(RUB thousanyl
Indicators 2(03?3 /gg(fi? 2018 2017

Interest income, total 19% 188,140,548| 158,084,511
Interest expenses, total 19% 173,202,935| 145,828,861
Net interest income (negativénterest margin) 22% 14,937,613, 12,255,650
Changes in provisions for possible losses on loans, debt
and equivalents, balances of correspondent accounts an 0% 0 30
accrued interest income, total, including:
Net interest income less provisions fopossible losses 22% 14,937,613, 12,255,680
Net income (expenses) -6% 20,301,027 21,708,668
Operating expenses 0% 1,380,958 1,386,400
Profit (loss) before tax -71% 18,920,069 20,322,268
Tax refund (expense) 2% 3,898,953 3,835,164
Profit (loss) for reporting period -9% 15,021,116 16,487,104

Dynamics of Changes in Equity (Capital) of CCP NCC and Its Major Indicators Included in
the Capital Calculation RUB thousand
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CCP NCCmanages its capital on the going concern assumption, with the view to the need to
maintain the necessary balance between ensuring financial sustainability in any economic
conditions of i1its business functitoerhigheyelofr ed
return on investment for shareholders.

As a member of the Moscow Exchange Group, during the reporting period CCP NCC
managed its capitalelyingont he obj ecti ves set by the Mosc
20162020 with regard tadevelopment 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
onthe estimated volume of transactions inexthange 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 implaten of the togpriority
projects of 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 dividend payménts accor dance with the Gr
(RUB thousanyl
ltem 01.01.2019 01.01.2018

Equity (capital), total 64,683,998 45,959,393
Including:

Core capital 51,564,032 28,509,192
Basic assets 51,564,032 28,509,192
Supplementary capital 13,119,966 17,450,201

All capital adequacy requirements were met by CCP NCC in full during the reporting period.

(RUB thousanyl

Year 2012 2013 2014 2015 2016 2017 2018
Equity (capital) 13,501,400 | 28,839,271 | 38,542,136 | 54,130,884 | 46,515,470 | 45,959,393 | 64,683,998
Retained profit 7,034,380 | 13,350,109 | 20,914,899 | 43,766,172 | 39,367,617 | 38,883,965| 49,142,057
Authorized capital 6,170,000 | 15,170,000 | 16,670,000| 16,670,000 | 16,670,00 16,670,00 16,670,00
Reserve fund 308,500 966,775 966,775 966,775 966,775 966,775 966,775
Sources reducing the equity (capital), including:
Dedicated capital 0 0 0 6,500,000 9,500,000 9,500,000| 9,500,00¢
CCP capital for
coverage of possible
losses 0 0 0 766,498 889,965 898,664 1,039,300

2 From 01.10.2018ccording to Bank of Russia Regulation 460n the Methodology for Measuring Cretiistitution Capital (Basel 11§ the
amount ofdedicatedccapital and CC® sapitalfor covering potential lossetoes not reduce equity (capital) ©CP.
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Equity (Capial)

64683998
54130884
46515470 45959393
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28839271
13501400
2012 2013 2014 2015 2016 2017 2018
Retained Profit
49142057
43766172
39367617 38883965
20914899
13350109
7034380 l
2012 2013 2014 2015 2016 2017 2018

Authorized Capital

16670000 16670000 16670000 16670000 16670000

15170000
6170000

2012 2013 2014 2015 2016 2017 2018
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Dedicated Capital

9500000 9500000 9500000
6500000
I 766498 889965 898664 1039800
2015 2016 2017 2018

® Dedicated Capital 2  @(C C P dapital for covering potential losses 5dj o L &3tsy d

On Novembed. 2015, the Bank of 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 (capitalf or coverage of possible | osses, w
nonperformance of their obligations.

The resources for coverage of losses formed by the central counterparty in compliance with
the applicable laws or regulations of the BankRuofssia are recorded separately on separate
personal accounts for recording retained profit and reduce the equity (capital) of CCP NCC. The

abovefundesr e included in the central counterpar
(RUB thousanyl
Part of Retained Profit Intended: 2018 2017

for covering possible losses caused by failure of clearing
members to perform their obligations (funds usgdentral
counterparty before using the funds contributed by non
defaulting clearing members to the collective clearing
collateralit he central counterp 9,500,000 9,500,000

for providing termination and restructuringastivities of
central counterparty

693,200, 599,109
for covering possible losses as a result of deterioration 0
financial standing of the central counterparty due to
reduction of its income or increase of expenses, other th
resulting from failue of clearing members to perform thei
obligations 346,600 299,555
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9. Supervisory Board and Information on Its Members

On 24 November 201 Moscow Exchange, as the sole shareholddren considering the
matterswithin thecompetency dhe General Shareholder Meeting, adopieiresolutionon early
termination of powers of the Supervisory Boandmbersand electionof the Supervisory Board
memberdill the Annual General Shareholders Meeting to be heD18 of the following persons:

Alexander Afanasiev
Igor Golutvin
Andrey Golikoy

Yuri Denisoy

Vadim Kulik,

Sergey Lykoy
Sergey Monin
Sergey Smirnoy
Alexey Khavin

©CoNoh,rwhE

On 14 May2018, Moscow Exchange, as the sole shareholder, when considering the matters
within the competency of the General Shareholder Meeting, adopted its resolution on early terminatior
of powers of the Supervisory Board members and election of the SuperaaaoBthe Company
till the Annual General Shareholders Meeting to be held in 2019 of the following persons:

Alexander Afanasiev
Igor Golutvin
Andrey Golikoy

Yuri Denisoy,

Vadim Kulik,

Sergey Lykoy
Sergey Monin
Sergey Smirnoy
Alexey Khavin

©CoNorwNE

Thus,no changes were made in the composition of the Supervisory Board on the previous
year.

Background Information on the Supervisory Board Members in 2618

1. Alexander Afanasiey born in 1962, higher education, in 198dgraduated from
the Moscow Financialnstitute Qualificationi Economist Moscow Financial Institutan 1987

3 Dataon membership inhe management bodiesspecified as 081 DecembeR018.
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completed thé?ostgraduate training program of the Moscow Financial Institittethe Science
degree: Ph.D. in Economics

Information on professional experience and duties for years before election to the
Supervisory Board:

19.09.2008i 26.12.2011,Deputy CEO of Bank WestLB Vostok (Closed Joistock
Company)participating in company®s governance

28.12.20111 20.06.2012Deputy CEO of Open JoilSt ock Comp aRyS d MI
Participating in company®6s governance and
clearing and treasury activity, risk analysis and control

21.06.20127 02.07.2012,President of Open Joh3tock Compa y A MIRTEX
Companyb6s governance, performing functions

03.07.20127 up to now CEO of Public JoimSt ock Company @A Mosc
MICEX-RT S@Gompanyds governance, performing fun

Informationon membership in management bodies of other legal entities

25.06.20131 26.04.2018,member of the Supervisory Boadf Public JointStock
Company AMoscow -RX8bange MICEX

20.09.2013 up to now Member of the Council of International Association otBanges
of the Commonwealth of Independent States countries (IAEx of CIS

21.03.20137 up to now Member of the Management Board of Russian Public
Organi zation ARussian Union of I ndustrialis

21.03.2013 up to now, Member of the Management Board ofRalksia association of
empl oyers fARussian Union of I ndustrialists

26.05.20151 up to now member of the Supervisory Boaaf National Settlement
Depositary

2. Andrey Golikov, born in 1969, higher education, in 198& graduated from the
Moscow State University named after M.V. Lomonosov, Qualification: engineer Specialty:
mechanical science. In 2016, he received 10D Diploma in Company Diredtiba Institute of
Directors (Id) of the United Kingdom.

Information on professional experience and duties for five years before election to the
Supervisory Board

12.05.2009 14.07.2011Vice-President Director of Treasury Transactions & Financial
Markets Department of OpaointSt ock Company ASberbank of RL
exercising different types of trading trans
fiduciary management.
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15.02.20127 31.01.2014,Director of the Investmerfommercial Divison of CJSC
AStrana Deteyo, Drafting the project-cglerat
market researches for raising the debt capital.

Information on membership in management bodies of other legal entities

24.04.2003 up to now Depuy Chairman of the Supervisory BoardrRidiblic JointStock
Company fiMoscow -RX&bange MICEX

20.04.20117 22.04.2015Co-Chairman of the Board of Directors of National Securities
Market Association (selfegulated noprofit institution).

13.04.2017 up to now Co-Chairman of the Board of Directors of National Financial
Association (seffregulated nosprofit partnership)

19.12.2016/ up to now Member of the Supervisory Board of JSC Russian National
Reinsurance Company (RNRC)

30.06.201 7 up to now Member of the Board of Directors of the JeBtiock Commercial
Bank fAAbsolut Banko (Public Joint Stock Con

21.12.2017 up to nowmember of the Supervisory BoastiPAO Bank FK Otkrytie

3. Igor Golutvin, born in 1979, higher education, in 2002 graduated from the
Moscow State University named after M.V. Lomonosov, Qualification: physicist Specialty:
physics. In 200he graduated from Institute of Theoretical and Experimental Physics Science
degree: Ph.D. in Physics and Mathematics. In 2010 cdetpl@raining, Counselling and
Professional Centre of MFTs (International Financial Center), Qualification: Specialist in financial
markets in the area of brokerage and dealer activity, securities management.

Information on professional experience and dsitfor five years before election to the
Supervisory Board

04.04.2008 11.04.2013Head of the Derivatives Subivision within the Open Market
Trading Transactions Division of the Fixérttome Instrument Transactions Department of CJSC
VTB Capital was esponsible fodeveloping currency and interest rate derivatives; launching new
productsconfiguring anddeveloping risk management systems.

11.04.2013 31.08.2017Co-Head of the Complex Transactions Sbivision within the
Open Market Trading Transaatis Division of the Fixedncome Instrument Transactions
Department of CJSC VTB Capitavas in charge o€VA portfolio management in relation to
transactions with derivatives; hedging market and credit risks, portfolio yield optimization

01.09.201719.04.2018Head of theStructural SolutionSubDivision within the Debt &
Currency Markets Trading Transactions Division of JSC VT8pital, was responsible for
developingand supporting thderivative solutionbusiness

19.04.2018 up to nav, DeputyHead of the of th®ivision for Global Commodity and
RawMarket Transactionsf the Fixedlncome Instrument Transactions Departmn&niSC VTB
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Capital, i's responsi bl e for dlabal eommaulity angl raw o my
market tansactions

21.04.20081 05.04.2013, Head of the Derivatives Sbivision within the Debt &
Currency Markets Trading Transactions Division of PJSC Bank VTB (djpaeework).

05.04.201319.04.2018, Managing Directar Vice-President of the Debt &urrency
Markets Trading Transactions DivisionRISC Bank VTB (spargéme work).

19.04.2018 up to now, Managing Director of the Department for Global Commodity and
Raw Market Transactions of the Investment Products Departnivice-President of PJSBank
VTB (sparetime work).

19.04.2018i up to now, of the Complex Transactions Sikision within the Open
Market Trading Transactions Division of the Fixiedome Instrument Transactions Department
of CJSC VTB Capital CVA portfolio management in redatito transactions with derivatives;
hedging market and credit risks, portfolio yield optimization.

16.07.2018 up to now Head for Commodity and Raw Markets of the Department for
counselling on transactions in the financial income instrument market®{C4pital IB Holding,
Limited.

Is not a member of any management bodies of other legal entities.

4, Yuri Denisov, born in 197Q higher educationin 1993 he graduated from the
Moscow State Institute of International Relations at the Ministry of Foiiigirs, Qualification:
economist in the area of international economic relation with a knowledge of a foreign language
Specialty: international economic relations

Information on professional experience and duties for five years before election to the
Supervisory Board

10.08.2009 01.03.2010sSenior Vice President of the Financial Department of OJSC VTB
Bank Management of assets and liabilities, supervising treasury activity of VTB Group, trading
on money, currency, precious metals and derivativesetsark

22.09.20107 31.05.2011,Deputy CEO of Closed JoinSt o c k Company |
Il nterbank Currency Exchangeo Supervising r
management of assets and liabilities

29.06.2011 13.05.2016, Deputy Chairman of theg@rvisory Board oNCC Bank (JSC)

26.05.2016 up to now Chairman of the Supervisory Board of CCP NCC

Information on membership in management bodies of other legal entities
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25.06.2013 up to now member of the Supervisory Boaed Public JointStock Company
AMoscow ExchBnhge MI CEX

14.10.2003i 08.04.2015,Co-Chairman of the Council of National Foreign Exchange
Association

5. Vadim Kulik , born in 1972, higher educationin 1995 he graduated fronD.
Mendeleev University ofChemical Technology of Russia. Specialty: Chemical Technology of
Modern Energetics Materials.

Information on professional experience and duties for five years before election to the
Supervisory Board

03.06.20117 14.01.2013, VicePresident- Director of he Risk Department of PAO
Sberbank, participating in management of market and operational risks, as well as retail and nor
retail credit risks. Implementing risk management processes in subsidiary banks in the CIS
countries.

15.01.2013 23.05.2013, Senidvice-Presidentmember of the/ice-PresidenBoard of
PAO Sberbankresponsible fobank risk management and information technological support of
the Bank.

24.05.2013i 15.02.2017, DeputyCEO, member of theManagement Boardf PAO
Sberbank, supervisingsk management, information technological support, operating activities of
the Bank.

16.05.20177 15.10.2017,First Deputy CEOQ, member of theManagement Boaraf
Otkrytie Holding JSC, supervising the information technological support of the financial
subdivisions of subsidiary companies.

30.10.2017 21.12.2017Adviser of CEOof Gazprombank (Joirdtock company)

22.12.2017 up to now, DeputEO, member of thélanagemenBoardof Gazprombank
(Jointstock company), participating implementation of the policy for information technology
development in head office and branchespinating development of standards and regulation
of the processes of operational support ofkbg@roducts, involvement in efforts aimed at
centralization and coordination of all risk management systems.

Information on membership in management bodies of other legal entities
28.09.2012 29.03.2017Member of of the Board of DirectoBenizBank A.S
25.04.2013 25.01.2017Member of the Board of Directors of Sberbargchnology JSC
22.01.2014 14.03.2017Member of the Board of Directors 8berbank leasing JSC

29.06.2017- up to now Member of the Supervisory Boaf Russian National Reinsurance
Company, JoinStock Company
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6. Sergey Lykov, borne in1952, higher educationin 1975 he graduated from the
Moscow Financial Institute Qualification: economist Specialty: international economic relations
in 1988completed the Postgraduate training progaduthe All-Union Distancelearning Institute
of Finance and Economics with the Science degree: Ph.D. in Economics

Information on professional experience and duties for five years before election to the
Supervisory Board

28.06.2007 up to now Member of theManagement Board f St at e Cor por
for Devel opment and Foreign Economic Af f
corporationds governance and the activity o

16.07.2007 up to now Deputy Chairmari membe of the Management Boardf State
Corporation ABank for Devel opment and For
Participating in corporationbds gov.ernance a

28.01.2009 15.06.201@and29.06.2011 13.05.2016Chairman of the Supervisory Board
of of NCC Bank (JSC)

26.05.2016 up to nowDeputy Chairman of the Supervisory Board of CCP NCC

Information on membership in management bodies of other legal entities

20.05.2004 28.04.2015Peputy Chairman of the Saprisory Board of Open Joh8tock
Company fiMoscow -RX&bange MICEX

28.04.20151 27.04.2016,Member of the Supervisory Boarof Public JoirtStock
Company ¢Moscow -R¥&bange MICEX

28.03.2008 i 25.08.2016, Deputy Chairman of the Supervisory Board of
Belvnesheconombank Open JeBtbck Company

22.01.2009 up to now Member of the Board of Directors of Interregional Commercial
Bank for Development of Communications and Informatics (Public-Biotk Company

08.06.2006i 09.06.2015,Member of the Board of Directors aff State Specialized
Russian Expoftmport Bank Closed Joistftock Company

06.12.2013 05.08.2015Member of the Board of Directors ¥EB Asia Limited.

06.12.2013 30.06.2016Member of he Board of Directors ofEB-Leasing Open Joint
Stock Company

30.05.20171 up to now Member of the Supervisory Boamf National Settlement
Depositary
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7. Sergey Monin born in 1973, higher educationin 1995 he graduated from the
Financial Academy at the RF Government Qualification: economist Specialty: global ecamomy,
1999 completed the postgraduate training programthe Financial Academy at the RF
Government with the Science degree: Ph.D. in Economics.

Information on profssional experience and duties for five years before election to the
Supervisory Board

01.09.201Gi 07.11.2011Deputy CEQ, Head of the Treasury Directorate of Raiffeisen
Bank Closed JoirBt ock Company Participating ivity; str
supervising the Treasury, management of assets and liabilities, financial risk control.

07.11.201% up to now CEO of Raiffeisen Bank JoirEtock Company Elaborating and
i mpl ementing bankds devel ofodagopdrationd. r uct ur e,

Information on membership in management bodies of other legal entities

02.03.2005i 08.04.2015,Co-Chairman of the Council of National Foreign Exchange
Association

22.04.2014 22.04.2015Co-Chairman of the Board of Directors of National Securities
Market Association (selfegulated noprofit institution)

29.11.20117 16.10.2015Chairman of the Supervisory Board of NState Pension Fund
Raiffeisen

29.09.2011 up to now Chairman of the Supervisory Board of Raiffeisen Capital Asset
Managemen€Company

8. Sergey Smirnoy born in 1955, higher educationin 1978 he graduated from the
Lomonosov Moscow State UniversityQualification: mathematics Specialty: applied
mathematics In 1991 he graduated fromUni ver si t & Déhs rDiderot Rrdnde
Qualification: DEA en Math®matiques Financi

Information on professional experience and duties for five years before election to the
Supervisory Board

15.03.2007 up to now Financial Engineering and Risk Managemesiboratory Director
of the Higher School of Economics National Research Univetsdghing and Scientific activity.

Information on membership in management bodies of other legal entities

10.12.2013i up to now Deputy Chairman of the Supervisory Boatithe Guild of
Financial Analysts and RisManagers

30.06.2015 up to now Independent member of tihdanagement Boardf the Guild of
Actuaries Association.
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9. Alexey Khavin, born in 1975, higher educationin 1997 he graduated from the
Finance Academynder the Government of the Russian Federat@ralification: Economist
Specialty: Global Economy

Information on professional experience and duties for five years before election to the
Supervisory Board

03.09.20071 06.03.2009First Vice President Head of the Treasury of Gazprombank
(Open JoinStock Company)s uper vi sing proprietary and cl
financial markets

21.12.201Q0 11.04.2011PeputyCEO0f Bank f#ANati onal Cl-ear.
stock companysupervisingoperations of the Treasury and subdivisions of the back office

12.04.2011i up to now CEO of CCP NCGC performing general management of the
Companybs activity

Information on membership in management bodies of other legal entities

25.04.2006 08.04.2015Co-Chairman of the Council of the National Foreign Exchange
Association

24.02.2011 up to now Member of the Board of Directors 8ea Launch AG.

20.04.20117 up to now Memberof the Council of the National Securities Market
Association(selfregulating norprofit organizatioh

28.06.2016 24.05.2017 Member of the Supervisory Boardf JointStock Company
ANat Memalanti |l e Exchangeo
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10.nformation on CEO and Management Board
Members

On 12 April 2011, Alexey Khavin was elec€BO by unanimous resolution of the sole
shareholdeofthe Company I n Mar ch 2018, Al e xXEQwaKextended n 0 s
by resolution of the sole sharehold#rthe Company

Alexey Khavin, born in 1975, higher education, in 198& graduatedrom the Finance
Academyunder the Government of the Russian Federation, Qualification: Economist, Specialty:
Global EconomyHe holds the certificates of the specialist in financial markets (from 18.05.2006
in the area of brokerage and dealer activeggusities management, from 08.10.20b2ganization
of trading in the securities market (securities exchange operation) and clearing business).

Information on professional experience and duties for five years

03.09.20071 06.03.2009, First Vice PresidentHead of the Treasury of Gazprombank (Open
JointStock Company supervising proprietary and cli
markets.

11.11.2010 20.12.2010AdvisortoCEOo f Ban k GilNeaariiomngalCe nistock 06 C
company involved in development and perfection of temporarily available funds management
mechanisms

21.12.2010' 11.04.2011, Deput¢EO0of Bank fiNati onal Cl stack i ng
company, supervising opeiats of the Treasury and subdivisions of the back affice

12.04.201%7 up to now CEOof CCPNCCper f or mi ng gener al manag
activity.

Information on membership in management bodies of other legal entities

25.04.200671 08.04.2015, Cd&chairman of the @Guncil of the National Foreign Exchange
Association.

24.02.2011 up to now, Member of the Board of Directors of Sea Launch AG.

20.04.201171 up to now, Member of the Council of the National Securities Market Association
(selfregulatingnon-profit organization).

During 2018 reporting year, the number of members of the Management Bbénd
Company did not change, by the Supervisory Board of the Company did not adopt any resolution
on the termination or extension of the powerslahagement Boardanembers. Therefore, in 2017

73



the following members of the Management Board of the Company performed their functions:

1. Alexey Khavin, born in 1975, higher education, in 1989&graduated from the Finance
Academyunder the Government of the Russian Federation, Qualification: Economist, Specialty:
Global EconomyHe holds the certificates of the specialist in financial markets (from 18.05.2006
in the area of brokerage and dealer activity, securities managemen®drb0.2012 organization
of trading in the securities market (securities exchange operation) and clearing business)

Information on professional experience and duties for five years

03.09.20071 06.03.2009, First Vice PresidentHead of the Treasurgf Gazprombank (Open
JointStockCompany supervising proprietary and cli
markets.

11.11.2010 20.12.2010, Advisor t€EQOo f Bank ANati onal Cl-stogkr i n ¢
company, involved in developmentdaperfection of temporarily available funds management
mechanisms.

21.12.2010° 11.04.2011, DeputgEOO f Bank fANational Cl stack i ng
company, supervising operations of the Treasury and subdivisions of the back office

12.04.201%7 up to now,CEOoOf CCP NCCper f or mi ng gener al manag
activity.

Information on membership in management bodies of other legal entities

25.04.200671 08.04.2015, CeChairman of the @uncil of the National Foreign Exchange
Association.

24.02.2011 up to now, Member of the Board of Directors of Sea Launch AG.

20.04.2011 up to now, Member of the Council of the National Securities Market Association
(self-regulating norprofit organization).

2. Yekaterina Demushking born in 1969, in 1992she graduated from th&omonosov
Moscow State University, Qualificatiohaw, Specialty: Lawerin 2006completed the program
OMaster of Busi Belsnst eAdmait nioxntarl atBuosni nessd 0
Foreign Tradef theMinistry of Economic Develpment with the diploma of the financial market
specialist from 23.03.2007 organization of trade inthe securitiegnarket (stock exchange
operation and clearing business); from 27.02.200@pository activity).

Professional experience fthe lastfive years:

18.12.2007 27.07.2010, the Viceresident of Depository clearing company (Closed joint stock)
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company, supervised mattéissues) of legal support, risk management and activity(activities) on
counteracon oflegalizationof proceeds of crime.

16.08.2010f 10.11.2010, Deputy General Director of the National Depository Center (Closed
Joint Stock Company) (NDC CJSC). After reorganization of NDC CJSC in the form of merger to
Non-banking National Settlememepository (Closed joint stock) companyGO CJSC NSD

from 11.11.2010she wadransferred tathe position of the DeputyCEQO, which she held to
01.08.2011Shewasamember of thdlanagemenBoard.While holding the abovpositions she
supervised legabsues, business developmeatations withclients.

02.08.20111 up to now,Deputy CEO of CCP NCC, member of the Management Board. She
coordinates and controls the Information Technologies Department, Legal Department, Financia
Monitoring Service, qualy manager.

YekaterinaDemushkina does not holahy position in the management bodies of other legal
entities.

3. Marianna Gorina, born in1963,higher educatiorin 1988, she graduated from the-Alhion
Correspondence Accountancy College of the USSRte Bank, Specialty: accounting and
operational equipment in the State Bank, Qualification: accountant. In 2001, she graduated fron
the All-Union Correspondence FinaneEBtonomic Institute, Specialty: accounting and audit,
Qualification: economistln 2004, she completed the postgraduate training program on the
International Financial Reporting Standardstleé International Finance and Banking School,
Moscow(Supplementary Vocational Training Institute

Professional experience for the last five years

12.04.2004 07.04.2011she held executive positionsin Jeigatt oc k Commer ci all l
Moscowo ( cE8oeknCondpany)nftom 04 April 2005, she was the Deputy Chief
Accountanti Deputy Director of the Accounting, Reporting and Settlement Deyeatt and
supervised the activity of the Accounting Division, Banking Operations Record Division

12.04.20111 16.05.2011she was the Advisor tGEOof t he Bank @dANati ona
Closed jointstock company and was in charge of methodological and@gwvork in the area
of setting up the accounting and tax bookkeeping procedures.

17.05.2017 up to now she is theChief Accountantmember of the Management BoardGEP
NCC, supervises Accounting, Tax Bookkeeping and Reporting Division, Tre&3peyations
Record Division and Settlement Division.

Marianna Gorina does not hold any position in the management bodies of other legal entities

4. Sergey Gorbachenko born in 1966, higher educationin 1989 he graduated from the
Moscow Engineering?hysics Institute, specialty: solid state physics, qualification: engineer
physician
On 24.12.2003, he was issued tligloma confirming the qualification for a position of executive
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officer or comptrolley or specialist obrganizationwho organizestrading activitieson (activity
of stock exchanges), clearing business.

Professional experience for the last five years

28.08.20031 26.01.2010he was the General Director of Jesit oc k company AR
Centero (prior to d Tehlheaimge adf Ctemd emra mRel,So0GJ &
management of the companyés activity

24.02.2010 20.12.2013he worked at Moscow Interbank Currency Exchange (after a change of
the name, Moscow Exchange) as the Project Director of the Developmentje&tPkativity
Center and was in charge of 1 mplementation

21.06.2010 31.05.2011he was the Devel opment Director
Closed Joinstock company (on a pditne basis) and waresponsible for impleentation of
clearing projects.

Clearing Cer

01.06.2011 01.07.2012, hewasth2i r ect or of t he
l e for arrangi-tr

Centr eo Cdtookcampanyivaisntr esponsi b

02.07.2012 upto now, heisthe Director of the Clearing Department of CCP N@performing
general management of the business unitesponsible foclearing on all the markets of Moscow
Exchange Group (from 23 December 2013 up to now, this position is his primary employment

24.12.2013 up to now he is themember of the Management Board of CCP N@G&s been
supervising the Clearing Department, Commodity Supply Operator Division.

Information on membership in management bodies of other legal entities:

17.05.2018 up to nowMember of the Board of Directors of the Petersburg Settlement Center.

CEOand members of the Management Board of CCP NCC did not hold any shares of CCP NCC
during the reporting period.
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11.Human Resources Policy. Information on the Labor Remuneration
System

HR Policy and Organizational Structire

The HR policy of CCP NCC addresses three main objectives
Aattraction, motivation and retaining of highly skilled professionals and managers;

A continuing professional devel opment of
Aforming an environment for personal fulfillment of its employees, high result achievement,
and i mplementation of .the Companyds strateg

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

In the reporting period the effective headcount of CCP NC@alithcreaseds compared to
2017 and was 163 employees by late 2018. The number of members of CCP NCC Managemel
Board remained unchanged. The CCP NCC did not undertake any rightsizing in 2016 and 201&
nor does it plan the same for 2019.

Labor Remuneration Policy

The labor remunreat i on policy is consistent with
NCCb6bs operations, results of its activities
year, CCP NCC Supervisory Board adopts resolutions on its preservation or refiaatn
documents governing the labor remuneration system subject to changes in the conditions of it
activities, including in connection with changes in its strategy, the nature, scope of performed
operations, results of its activities, level and comlamadf the risks assumed.

Il n 2018, the structure of CCP NCCo6s | abo
with Instruction No. 154 4, remained unchanged and consisted of the fixed portion (i.e. base
remuneration and compensatory/ social payments not related to performance results) and variab
portion (i.e. stimulating bonus driven by performance results, such as annual bonus). dhe size
a position salary is established jthe Companyin accordance with the Procedures of
administration of the system of grades and base remuneration of employees. The variable portic
of remuneration depends both on performance results of CCP NCC awduabresults of
employee estimated as a part of the performance management process

The Labor Remuneration Policy approved by the Supervisory Board of CCP NCC divides
CCP NCC employees into four categories

- risk-taking employeegmembers of executive bodies and other -tadking
employees);

- employees of subdivisions in charge of risk management;

- employees of subdivisions in charge of internal control; and

4 Bank of Russia Instruction No. 184issued on 17.06.201dDn the procedure for assessing remuneration systems of credit institutions and the
procedure for submitting to credit institutions orders to eliminate violations identified in their remuneystigonss ( dnstruction 15419.
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- other employees.

CCP NCC has applied a tinnatebonus salary system wdti provides that the salary 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 establishieg the Regulations of payment 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 tl
rules set forth infte Methodology for adjustment of the variable portion of labor remuneration of
CCP NCC employees, and deferment (or payment in installments) and subsequent adjustments
the variable portion of labor remuneration of CCP NCC employees subject to thenpaide
results of the Company and the level of risks assumed by CCP NCC, its subdivisions-and risk
taking employees (the AMet hodol ogyo). I n Me
the amount of shares of deferred (paid in installments) portior afrthual bonus for the reporting
period (2016) by payment (accrual) dates upon expiry of the periods sufficient for evaluation of
performance results, based on the proportion between the shareshafaislg assets maturing in
the respective years aftauch reporting period and the total ris&aring assets as of the first day
following the end of the reporting period.

Based upon performance results of CCP NCC for 2017 and the calculation ofbie to
adjusted percentage of deferred (paid in installs)eahnual bonus portions attributable to
previous periods and evaluated in the current period taking into account absence of any actus
losses on significant risks (creditk of the issuer, counterparty credit risk, markisk, liquidity
risk) as of 3.12.2017, in March 2018 CCP NCC Supervisory Board approved the resolution on
the payment of such deferred (paid in installments) annual bonus portions attributable to previou
periods (the second share for 2015 and the first share for 2016) in full.

During 208, CCP NCC continued to improve its personnel labor remuneration principles and
approaches and updated certain documents regulating the labor remuneration system. Significa
amendments were made to the Guidelines, including:

- thelist of risks significant for adjustmendf nonfixed laborremuneratior(central
counterparty risks were added: cent r al c ocweditt msk, pcantraly 0 s
counterpartg s o0 p e r aand castowrisk of Gomrkodity Delivery Operatoy
was expanded

- risks are differatiatedin terms of the impaatn calculation of annual bondisr the
reportingyear and oradjustmentof the deferred(paid in installmenfsof annual
bonusportionssubject to the personnehtegory.

In late 2017, the Internal Audit Department assessed the labor remuneration system of CCI
NCC and found the organization and functiorofthe labor remuneration system consistent with
the nature and scope of operations performed Gy NCC,results of is activity, level and
combination of assumed risks.

Social Support to Employees

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 social support tdaraes is implemented in
accordance with the Regulation of corporate social support of employees of CCP NCC
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(hereinafter the 6 Soci al S u p p,owhith isRevigad laredtappooved by CCP NCC
Supervisory Board on an annual basis.

CCP NCC maintains yontary medical insurance, international medical insurance as well as
health and accident insurance of its employees and provides financial assistance in the appropria
cases. As 0f 01.01.2019, 93% of employees were covered by the voluntary medicateplasa,
and 100% were covered by the international medical insurance and health and accident insuran
plans. The Company provides financial aid to employees, including maternity benefits (on birth,
adoption, custody or guardianship of a child), sunatgr benefits and other allowances in such
cases as contemplated by the Social Support Regulation.

The benefits and allowances paid to employees or their family members according to the
Social Support Regulation are not attributable to the labor remioresgstem and their amounts
are not subject to adjustments for the risks assumed by CCP NCC.

The Company also promotes healthy living, prevention and avoidance of epidemic surges o
acute respiratory viral infections (ARVI) and flue. Its employees may enjoy the corporate
discounts in the leading fitness centers, including athletic clubs arraggddddcow Exchange
Group(running, triathlon, soccer, hockey, etc.)

Training and Developing Employees

At the end of 2018, 96.2% of employees had higher education, 1888ond higher
education. In addition, six employees h#ive Science degree of Ph,B4.8%- diplomas

The approach to training CCP NCCO6s empl o
areas:
management culture development,
development of culture of knowledge and experience continuity, and
support of business for innovative objeetimplementation in accordance with the
global trends.

= =4 =

The employee training and development system includes educational courses-andigelf
facilities (including orthejob trainings). The training system is-tg@date and technological,
provides employees with additional sediducation opportunities to employees. At the same time,
moreemphasisre putontransfer of responsibility for their development to employees themselves
and provision of them with modern technologies, resources and additional opportunities for this
purpose. In 2018 CCP NQ@aintained théraining concept 7420-10, whichpresupposedsting
the training focus towards the selflucation and othejob development (70% dll developing
efforts) together with learninghyeer s6 experience (20% of al
involvement in training courses (10% of all developafigrts).

In 2018 103employees completed training courgseme employees were even trained under
several progranm)sEach employee hadtfining days during the year on avera@€P NCCputs
a strong emphasis on the business continuity, inter aliairtgaof employees in this activity. In
2018, 4 remote training courses were updatand 481 employees successfully completed the
mandatory remote courses. On average, each CCP NCC employee takes 9 electronic trainir
courses per year.

The Company pays atition to introduction of programs for competences development,
leader skills and project management skills required for implemeéviiisgow Exchange Grodps
strategic projects. In 2016, the Group established the Corporate Univarsaynpassing five
depatmentssuch ashe Project Department, Business Department, Top Management Department
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Management Department and Professional DepartriiaetCorporate Universitis designed to
develop competences so that the employees could tackle their businessdesgsfslly As part

of its annual review of performance resul't
accordance with the approved model. This assessment provides the basis for the employe
individual development plans which include the annual adeeaf training activities.

In 2018, 9 employees graduated from the Management Department annual program designe
to develop management skills, master new approaches and methods of management, and form f
management cultureThe Project Department prograns aimed at developing the project
management skills, design thinking, and project team managetnemiployees took the Project
Department prograni.he Professional Department programs are designed to preEvipleyees
with in-depth and high quality kndedge in the key business areas of CCP NId018§ 88
employees completetthe mandatory courses, of whi@1l employees improved their skill§8
employees took part in relevant conferences, ainployees attendecklevant international
conferences, 5dttended professional workshops and training courses.

The training and development system is also focused on strengthening the workforce capacit
of employees. The classical instruments for of employee competency are used to fulfil suck
objective. Longterm individual plans of professional and career development are generated
according to the results of such assessment.

Health Protection of Employees and Provision of Labor Safety

The responsible attitude to labor safety is one of the core princigflekad@ CCP NCC6 s
in the area of health protection and labor safety of its employees. The main measures for protectic
of labor and health of employees include

1 provision of safe job environment,

1 regular medical examinations,

1 job safety trainingsdr employees,

1 fostering the healthwarenessulture.

CCP NCC provides regular instructions in labor safety, electrical safety, fire safety, civil
defense and emergency situation. With such frequency as prescribed by the applicable laws, &
employees are provided with initial, subsequent and casual ingtrsiéhi labor safety and their
awareness of job safety requirements are checked. In 2018, 39 new employees wererbriefed
labor safety, 16 employees took the first aid training course. In 2018, new remote training course
on labor safety and electrical saf were launched and taken by 169 employ&krs. Company
ensures availability of all types of job and fire safety instructions and regulations, which are
available to employees for review at any time through any accessible resource. Also, employee
may t&e online training courses in labor safety.

In 2018, the specialized training center trained 4 executive officers of the Coopkatnpr
safety. Working conditions of 103 workplaces were assessed. Such assessment of workplac
conditions did not identify ry hazardous and (or) dangerous production factors, working
conditions were recognized to be admissible.

During the reporting period, all workplaces were inspectgaacess for compliance with the
sanitary and angpidemic rules and preventive measurésiti-influenza vaccination of
employeeswas arrangedDuring the period of ARVI and flue epidemics, employees were
provided with antiseptic agents and medical face m#&gkgecontamination units were provided
to offices on demand.
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During theyear, pretrip, preliminary and regular medical examinations as well as mental
health evaluations were provided for those employee categories, which require such control unde
applicable laws. The corporate doctor provided medical treatment, includiagdrof emergency,
in the specially equipped room. Offices are equipped with recreational spaces, kitchens, mini gyn
studios, water coolers, coffee machines, and vending machines.

In 2018 no industrial accident was registered in CCP NCC.

12.Remuneration of CEO, Management BoardMembers and Supervisory
Board Members (criteria for calculation and size of remuneration)

Remuneraton of CEO and Management Board/lembers

The remuneration paid in 201&porting year tothe Chairman and Members of the
Management Board &ECP NCC was determinedica& or dance wi t hOntldine F e
Stock Companids the Russian Labor CodBank of Russia requirementsicluding Bank of
Russia Instruction No. 15Mdated 17.06.20140n theProcedurefor Assessing Remumation
Systemsof Credit Institutiors and theProcedurdor Submittingto Credit Institutions Ordert
Eliminate Violations Identifiedin Their Remuneration Systes§ CCP NCCo6s Ar t i
Associationother internal dcuments of CCP NCC, anerms of the labor contracts made with
them.

Approval of the fixed and variable parts of labor remuneration in the total amount of
remuneration, approval of remuneration si zc¢
executv e bodi es, assessment of their activitie
Board and are based on recommendations from its Nomination and Remuneration Committee.

The system of remuneration of the members of the executive bodies is ddsigiobitve
the optimal balance between the dependence of remuneration on the performance results al
personal contribution of each member of the executive body to the achievement of this result. Th
structure of remuneration elements and their relatioreskigstablished by the Supervisory Board
as percent in the total amount of remuneration and differentiated subject to the degree of th
contribution of the executive body member to the financial performance figures @rwitoence
of risk events attribtable to the riskassumedvhen performing functions of an executive body
member

One of the key remuneration elements, also covering members of executive bodies, is :
variable part (hereinafter thefi a n n u a | bonuso). The aneta@EO of
and members of CCP NCCO6s Management Board
achievement (fulfillment results) of the common corporate key performance indicators (targets),
assessment of the achievement (fulfillment results) of theithdiV key performance indicators
(targets) of CEO and of Management Board members for the reporting year, results of assessme
of risks (operational risk of central counterparty, liquidity risk, credit risk of central counterparty),
and assessment of timork quality based on the data of financial statements and accounts, the
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