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1 INTRODUCTION 

This project was the last in a senes of USAID-hded projects to build Russia's central equ~ty market 
infrastructure At first glance, modern and low-nsk secmhes markets consist of svstems that 

4 Pool order flow and allow efficient pnce discovery (typically represented by a stock exchange), and, 
4 Rapidly prowde cash to the seller and the shares to the buyer 

However, successful capital markets are more than a simple collechon of systems They are created by 
strong inshtuhons that set up the rules of falr play, and m m l z e  nsk and disruption to market 
parhclpants Although more work will be done over the next few years to perfect the Russian equity 
market's systems and inshtubons, t h~s  project and its predecessors have left thelr impnnt in the form of 
three crucial organizahons that will form the core of the market's continued development 

The overall long-term goals of the project were to build capital markets infrastructure that (1) marshaled 
market and regulatory forces to restructure Russian industry by changing the behavior of the management 
of Russian enterpllses, and (2) mobilized domeshc savings and foreign capital for mvestment In Russian 
industry Concrete steps were taken in the direchon of achievmg these goals through the creation of 
central capital market instituhons 

At the end of the project, all key task order goals were met 

+ NAUFOR has become the nahonal brokerldealer SRO, and is worlung closely with the FCSM to 
implement a program of compliance and surveillance that wl l  tighten up the actmties of the Russian 
brokerldealers, while simultaneously lowenng the cost of regulahon 

+ The Russian Tradmg System is clearly the leadmg market for shares of privatized companies in 
Russia, with a nahonal footprint and Influence 

+ The Depos~tory Clearing Company is on track to become Russia's Central Depository for 
securities, in competihon with the nabonal depository orgamzed by MICEX 

At the conclusion of the project, each of these inshtutions was pointed in the direction of modem market 
principles, and away from the disorder, cormpbon, and inefficiency that surrounded them in the overall 
economy and society This success of this project (and those of its predecessor and sister projects) is an 
achievement of which USAID and other donors can be justifiably proud 

This final report is organized as follows 

+ Project Background 
+ Objectives And Accomplishments (project details) 
+ Next Steps And Lessons Learned 
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2 PROJECT BACKGROUND 

The task order for Tradzng Systems and CIeartng and Settlement Organzzatzons zn the Russzan Federatzon 
was the last in a senes of projects to build Russ~a's central equity market infrastructure USAID'S post- 
pnvahzatlon stream of assistance was aimed at the creaaon of an enablmg envronment conducive to a 
free and fair market economy The Russ~an Federal Commlss~on on the Secunties and Cap~tal Markets 
(RFCSCM), w th  the assistance of the Resource Secretanat sponsored by USAID and other donors, 
achvely contributed to t h s  goal through the development of a basic cap~tal market infrastructure Only 
by achvatmg domesbc and foreign investments wll  a true restructuring, dnven by the demands of the 
market, begm to take shape The capital markets mffastructure, designed by the Resource Secretanat and 
put m place by USAID and other donor nahons, is the condu~t through whch th~s  future investment wll 
flow 

The mshtuhons required for a modem cap~tal market are complex and vaned Two of the most crucial 
funchons are tradinn and cleannp: and settlement 

+ Tradmg mshtuhons, tradihonally organized as stock exchanges w~th  trading floors, collect orders 
from mvestors and pool order flow and allow efficient pnce d~scovery Stock exchanges are typ~cally 
self-regulatory organzzatzons that set ther own ndes and discipline then- own members, wth  
oversight from a government regulator 

+ Cleanng and settlement organizahons (now often referred to m emergmg markets as "Central 
Depos~tones") mamtaln the process of rapidly transfemng cash to sellers and shares to buyers, and 
transfemng cash from buyers to sellers, all whle minimizing r~sks to counterparties 

USAID focused many early efforts on buildmg these inshtut~ons m the Russian Federation 

TRADING SYSTEMS 

KPMG's second task order for the Secondary Markets Development (task order 14-0067-KPMG (5/1/95 - 
8/3 1/95) put the bas~c foundahon of the equ~ty markets m place An extenswe evaluation and analysis of 
the Russian market, ~ t s  part~cipants, and different world trading systems, led to the selechon of a quote- 
dnven over-the-counter electronic trading system s~milar to the Un~ted States NASDAQ system 

The Secondary Market Development Project had the followmg goals 

4 Establish regzonal tradzng organzzatzons Establish at least four parhcipant-dnven regonal tradmg 
organizations (SROs) that would organlze regonal markets for pnvat~zed shares 

4 Establzsh an over-the-counter tradzng system Work w~th  the organizahons and market parkipants to 
develop econom~cally vlable mechanisms for secmhes tradmg 

4 Develop tradzng rules and guzdelznes and a self-regulatory capaczfy Work w~th  market parhc~pants 
and regulators to establish guidelines and industry prachces in the area of secmt~es tradmg, support 
the creabon of self-regulatory capabil~hes 

4 Lznk the tradzng system and procedures to exzstzng znfrastmcture Work w~th  market participants and 
regulators to define interfaces with other parts of the secuntles industry, specifically cleanng and 
settlement, brokerldealer back office operabons, and secmties regulat~on 

Each of these goals was ach~eved 
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+ A pilot version of the system operated for eight months m Moscow, wth  over 30 of Russia's largest 
secmhes brokerage compmes as users, promding quotahons and tradmg the shares of 83 pnvabzed 
companies Tradmg on the pilot system resulted m more efficient markets, through the timely 
dissermnahon of better mforrnahon about quotahons, and m the narrourlng of bldloffer spreads By 
June 1995, spreads m the more liquid issues were down to approxmately 3 percent 

4 Dunng the operahon of the pilot tradmg system m Moscow, additional telecommun~cabons hubs 
were established in the emergmg regonal financial capitals (St Petersburg, Ekatennburg, and 
Novosibrsk) By July 1995 mdlmdual brokers in these financial centers were electromcally 
Integrated wth  Moscow brokers, resultmg in a nahonal market system (the Russian Trading System) 

+ To trade on the trading system, brokers were requred to join one of four regonal brokerldealer self- 
regulatory organizabons The broker-members of the SROs developed founding charters for these 
organizabons, and the charters have been agreed upon, and implemented In addition, guidelines and 
standards have been drafted for member participahon, trading pracbces, and rules of fair play 
Enforcement directors (at the SRO level) and compliance officers (at the individual member firm 
level) have been hlred or appointed to encourage and enforce compliance wth  the new rules 

CLEARING AND SETTLEMENT 

A second task order (task order 13-0062-KPMG, 5/1/95 - 6/30/95), addressed the problem of shareholder 
recordkeepmg and cleanng and settlement KPMG Barents created CSOs in St Petersburg (the 
Settlement Depository Center or SDC) and Vladivostok (the Pnmorsky Central Depository or PCD) 
Governance rules were established, procedures for book-entry cash and secunties settlement have been 
developed, staff has been recruited and tramed, and computer systems to implement book-entry cleanng 
and settlement were procured 

Specific accomplishments in Vladivostok included 

+ Work wth  the PCD to develop procedures for full CSO guidelme functionality, and to insbtute all 
required features on a pilot basis 

+ Advice to senior management to ensure strategc contmulty in order to carry the PCD and the VISE to 
a state of long-term viability 

+ Work wth senior management of the PCD to establish a commitment to the concept of the 
Depository as a customer-, member-, and market-dnven organizabon, responsive to member's 
concerns, and adaptable to the needs of the market 

+ The development of an organizational structure for the PCD, including recruiting and trainlng plans 
+ Work wth  the VISEFCD systems development group to develop standard policies and procedures 

for software development, laying the foundation for efficient future enhancements to the systems 
Hardware and software were procured to increase the PCD's capacity 

In St Petersburg, accomplishments at the Settlement and Depository Center (SDC) included 
+ The estabhshment of a representative CSO organization, with 40 members representmg all of St 

Petersburg's major brokers, banks, registrars, and exchanges 
+ The development of computer system software to clear and settle funds and secunties held in the 

nominee name of the SDC 
+ The complebon of procurement and installabon of computer hardware 
+ The development of system procedures for the clearance and settlement of trades and associated 

procedural tra~ning 
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+ The development of a plan to clear and settle trades executed through the over-the-counter tradmg 
system, for Issues not held m nommee name 

+ The establishment of a Re-regstration servlce, includmg forms and procedures, to re-regster trades 
on behalf of members The SDC has been a leader in the establishment of standardized procedures 
for the re-regstrahon of secunhes 

+ The parbcipahon of the SDC m the pnmary and secondary markets for St Petersburg Municipal 
bonds 

Thls task order also included the provision of fundmg and technical assistance to the Depository Cleanng 
Corporabon @CC) m Moscow over the penod from August 1, 1995, through the end of the contract 
DCC was created under the Deloltte & Touche Task Order #8-0043-Dm, contract #CCN-0005-C-00- 
3 1 16-00 
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3 OBJECTIVES AND ACCOMPLISWlENTS 

TRADING SYSTEMS 

As descnbed above, two trading systems were the target of assistance the Russian Tradmg System in 
Moscow, and the Vladwostok Stock Exchange At the conclusion of the project m March 1997, a clear 
trend emerged the regonal markets that had existed at the beg~nning of the project were mergng to form 
a nahonal market The two successful competitors for shares of pnvahzed companies were the Russian 
Tradrng System and the Moscow Internahonal Currency Exchange (kUCEX) Ind~v~dual exchanges like 
the VISE could not compete wth the resources or liquid~ty provided by the expand~ng natlonal networks 

The followmg three sechons descnbe trading system objectives under this task order 

4 Brokeddealer self-regulatory organrzatrons descnbes the achvlt~es ongmally desgned to support the 
four existrng brokerldealer SROs and whlch resulted in the creation of NAUFOR, the natronal broker- 
dealer associahon 

+ Russran Tradzng System descnbes the achvlties required to support the expansion of the Russ~an 
Tradmg System to new SRO members, and the technical assistance to the "Technical Corporation" 
that will own and operate the tradmg system 

4 VIQdrvostok Internatzonal Stock Exchange descnbes the separate activihes to support the Vladlvostok 
Internahonal Stock Exchange 

Brokerldealer Self-Regulatory Organlzat~ons 

Task Order Goals 
Expand the number of members of SROs and to move the SROs closer to lnternahonal standards In terms of rules comphance and cred~b~l~ty 
and to contlnue to move them toward financ~al and operahonal vlablhty 

Analyze of the potenbal locahons for 2 new SROs Carry out d~agnoshc evaluahons of the cap~tal markets of the three reglons descnbed 
above w~ll  be camed out and the results and recornrnendahons for SRO reg~on selechon w11l be presented to the RFCSCM The RFCSCM 
w~l l  then approve the final selechon of the two reglons 

Organlze membersh~p and found new SROs Followng the selechon of the two new reg~ons teams wdl work In the two regions organlze 
in~t~al meetlngs ot a core group ot leadmg brokers and asslst In the crtntlon of the legal organlzatron lncludlng asslstm, n ~ t h  lht chartcr 
and foundat~on agreements 

Recru~t and h~re  new SRO staff Staff for the two new reg~onal SROs w~ll be recru~ted ~nclud~ng a Pres~dent, Enforcement D~rector and 
Support Staff as requ~red 

Develop comphance and surve~llance procedures at new and exlshng SROs In conjuncnon wth the membersh~p of the new SROs 
compllance arbltrahon and d~sc~pllnary procedures wll  be created for the new SROs and comphance officers wd1 be appomted at the 
reglonal firms At all SROs surveillance procedures and other comphance aChVlheS wl l  also be refined 

Add new members to new SROs The project team w11 ass~st the SROs to add new members 

Create regonal tralnlng and ~nformat~on centers for all parhclpatmg SROs At all SROs a tra~n~ng coordmator w~ll be recru~ted and 
hlred The tralnlng coord~nator wl l  be provlded mth a 11m1ted amount of halnlng materials and vd1 coordmate traln~ng achvlhes for SRO 
members as requ~red It IS expected that the coordmator would coordmate tra~n~ng actlvlt~es under t h ~ s  task order other USAID funded task 
orders and other donor financed achvmes 

Ass~st SROs to create and revlse tradmg rules The project team wl l  ass~st the SROs to develop and revlse had~ng and other organlzatlon 
rules as requ~red The new rules wll  d u d e  prov~s~ons for Inter reg~onal hadmg 
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1 Selection of regions 

While the exishng SROs included the major financial centers of Sibena and Northwestern Russia, msible 
gaps were left by the exclus~on of Far Eastern Russia and the Volga Region Both of these terntones 
have the financial inshtutions, mndustnes, capital, natural resources and the populations to be important 
contnbutors to a nahonal capital markets system In addition, each region was both idenhfiable to its 
members, and "separate" from its neighbors 

Throughout the fall of 1995, KPMG Barents teams visited cihes across the three regons under 
considerahon The specific regons wsited lncluded 

4 The Russian Far East (Vladwostok / Nakhodka / Khabarovsk etc ) 
4 The Northern Volga Regon (Nizhny Novgorod / Kazan / Ulyanovsk / Togliath / Samara / Penza etc ) 
4 The Southern Volga Regon (Rostov-on-Don / Saratov / Volgograd / Astrakhan / Voronezh) 

Vis~ts to the North Volga regon, the South Volga region, and the Far East showed that the brokers In 
each region were ready and eager to join the RTS and become regional SROs At the same time, 
expenence in the existmg reglons showed that the budget allocation to support two regonal SROs was in 
fact sufficient to support three As a result, KPMG Barents recommended that all three regions 
become reg~onal SROs Th~s  recommendahon was approved by the WCSCM 

At the same time, the four exishng SROs were achvely seelung to expand theu membershp For 
example, the Ekatennburg-based organization expanded to cover the enhre Urals Regon, and included 
Perm, Chelyabinsk, Ufa, Nizhny Tagil, Tyurnen, Kurgan, Orenburg, and Magnitogorsk These cihes had 
common economic structures and had been cooperating wth  each other under regional pnvatizahon 
programs Simmlarly, the Novosibmrsk-based assocmation looked to the ahes  across Sibena, such as Omsk, 
Tomsk, Krasnoyarsk and Irkutsk, to form a true Siberian Reg~onal Organization The Moscow and St 
Petersburg SROs also added members ffom nearby cihes in theu respective reglons 

As part of these expansion efforts, KPMG Barents teams also visited these "sub-regions ' m Sibena and 
Northwest Russia, to explain the role of the regonal SROs and the broker's responsib~li&es and fees to 
join the RTS, and to answer any other questions the members had 

2 Organization of New SROs 

The new regional assoc~ations formed qulckly KPMG teams asslsted the regional assoclat~ons w~th 
sample charters and membership rules The formation of the SRO in the Russ~an Far East mas delayed 
because of apparent interference from the Vladivostok International Stock Exchange, which apparently 
feared compehhon By November 1995 all three organizations were founded 

3 Hmng new SRO staff 

With support from the project's budget, new SRO staff were appomted in each region Paid staff 
included a President, Enforcement Director, and an administrahve assistant 

4 Comphance Tramng 

Mr fichard Dvom, compliance / enforcement adwsor, created a new set of training matenals, and 
delivered compliance tralning semmars in each region to the new member brokerldealers In each 
seminar the importance of the compliance process was stressed, and the compliance, arbitrahon, and 
disciplinary procedures introduced in other regions were introduced to the new SROs 
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5 Revlsed Tradlng Rules and Inter-Reg;~onal Tradmg 

In November 1995, the four exlshng SROs (along wth  the three new regonal SROs, whch had not been 
formally admitted to RTS membershp) merged to form NAUFOR, a nahonal broker-dealer organizafion 
Thls development was an Inevitable consequence of the decision to create a smgle "tradmg space" for the 
regional organizahons Since the four regons could see each other's quotes on the screen, they were 
forced to develop a single set of rules to cover trading, inter-regonal tradmg, and membershp 

The formahon of NAUFOR was a landmark event for the Russian capital markets A truly nahonal SRO 
had been created wth  the reach and clout that wl l  be requ~ed to police the Russian equity market 

Deliverable I Completed? 
Prepare analysis of the potenbal locatrons for 2 new SROs 

Develop compliance, arbitrabon, dmlplmary, and surveillance 
procedures at new and exlstmg SROs 4 

I 

Comphance officers wdl be appomted at all new member firms 1 

Up to 30 new members will be added to four ongmal SROs 
I -  

A tramrig coordmator wl l  be hlred at each SRO, and 
mformahon centers will be created for all parhcipatmg SROs 4 

I 

Revlsed tradmg rules wdl be created for all SROs 

Comments 

Three regions selected P 
In place by October 3 1 P 
procedures in place ==I 
37 members added 

the basis of the creatlon of 
national RTS market 

Barents Group LLC 3-9 R LFACAPMK~~P~~J~~L~\RLISSIALF~~~I Reporflmsrofinal reponjinol doc 



Frnal Report Tradzng Systems and Cleanng and Settlement Project 
EPE-000.5-I-00-5039-00 Task Order 1 March 7 1997 

Russian Tradmg System 

Task Order Goals 
The objectives of conbnued techn~cal asslstance to the Rusnan Trading System wl l  be to (a) Expand the current Russlan Trad~ng System 
network to new members and new regons @) Refine the current systems and software (c) contlnue on the job and formal tralnlng of the 
techn~cal corporabon and (d) Move the System toward full financial Independence and busmess vlab~hty 

I The Russan Trading System wl l  requlre asslstance dunng 1995 96 In several spc~f i c  areas ~nclud~ng I 
1 The h-almng of at least SIX Techn~cal Corporat~on staff m RTS network management and software development 
2 The development of RTS user accounhng and b~llmg procedures for members 
3 The estabhshment of procedures for market~ng and d~ssemmabon of lnformatlon to mvestors med~a adverhsers and mformahon vendors 
4 The development and documentahon of procedures for mformahon dlssermnabon 
5 The conhnued refinement and enhancement of tradlng software 

Add~bonally the RTS telecommun~cahons expanslon wl l  conhnue In the follow~ng ways I 
6 At least 30 add~honal brokers wII be added to exlshng nodes 
7 Add~honal telecommumcabons nodesihubs wI1 be added to the two reglons selected for SRO expanslon and at least 30 members w~ll be 

added ln those reaons 
8 Network and computer capaclty w l l  be added to the system as requ~red after the expmence of operahng the system for up to four months 

Results All task order goals were achleved 

1 Technical Corporation Trmmng 

The project provlded considerable training in the areas of software development The RTS requested 
specific traming in the documentahon and "reverse-engmeenng" of the Portal-based system that had been 
received without documentation from Nasdaq d u n g  the previous project With the assistance of a 
Barents technical advlsor, tools were developed to automabcally generated data flow diagrams and other 
relatlonshlps among the different components of the software In addition, the project pald for a local 
staff member of RTS to produce user, adrninlstrahve, and technical documentation about the system 

At the end of the project, the RTS was well on ~ t s  way to the development of a world-class tradmg 
system 

2 The development of RTS user accounting and blllmg procedures 

The project team (Mr Alex Berg and Mr &chard Cowles) advlsed on the RTS fee structure, user 
accountmg, and billlng One key mtial issue mas the development of a fee structure for nen members ~n 
new regions, and the development of separate fees for ' view-only" members 

The RTS accounhng staff that was hlred to support operations proved to be extremely competent and l~ttle 
techmcal assistance was requxed m this area 

3 The estabhshment of procedures for marketing and dissemmat~on of informat~on to investors, 
media, adverhsers and informahon vendors 

Thls task was accomplished through the development of an RTS web site Local staff member Mr 
Andre1 Vishnitsky built a complex web site dedicated to the provision about RTS Although the site was 
ongmally designed to provlde informahon to non-members of the system, it immediately proved to be an 
extremely popular method for the distribution of member information, such as rules, schedules, 
announcements, and other news 
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Maintenance of the web site was transferred to the RTS technical center before the conclusion of the 
project 

4 The development and documentabon of procedures for mformatlon dasemmabon 

In accordance w t h  the task order the project team advlsed the RTS on the development of relabonships 
mth internahonal financial mformahon providers At the conclusion of the contract, the RTS had 
establmshed contracts w th  Reuters, Bloomberg, and two other local mnformahon providers, mth the result 
that over $100,000 per month was generated m fees! 

Barents provlded advlce on the structuring of the contracts and advlce d m g  the negobation process 

5 The contmued refinement and enhancement of tradmg software 

Enhancements to the trading software dunng the penod of project implementahon included 

+ Conimued debuggmg and "stabilizahon" of the code to increase its capacity and decrease its 
downtime At the conclusion of the project, the RTS Technical Center declared the software almost 
completely debugged, and used the documentahon developed in step 1 above to begm the process of 
building a new trading system 

+ New interfaces with the DCC for cleanng and settlement 
+ "Feeds" requlred for the informabon vendors 

The system was not translated into Cyrillic, because the RTS members requested that it remain in 
English 

6 Enhancement of the RTS network 

Enhancements and support to the RTS network over the penod of project implementation included 

4 Comechon of 37 brokers to the RTS network, from the new regions and elsewhere 
+ The continued support of network channels to St Petersburg, Ekatennburg, and Novosibirsk The 

dispersion of new members indicated that it was not necessary to build new telecommunications hubs 
in the new regons 

+ In add~hon, the project procured a new Stratus XRT fault-tolerant computer to improve the speed and 
responsiveness of the system 

Vanous enhancements to tradmg system 

Del~verable 
Complete the transfer of the nghts and responsibilitles for the 
Russian Tradmg System from KPMG Barents Group to the 
Technical Corporaoon by Apnl30 1996 

Comments 
All management 
responsibilitles transferred 
Equipment transfer delayed 
until end of project at request 
of RTS 

Enhancements made Cyrillic 
translation not made at 
request of RTS Techmcal 
Center 

Completed7 

4 
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Del~verable 
Expand the Tradmg System by addmg a total of at least 30 
members m the existrng four hubs 

Expand the Tradmg System by mstallmg at least 2 addihonal 
telecomm~~~lcations hubs 

Prepare detailed quarterly rnonitomg reports for the 
~o&mmion and the Resourde Secretanat - 

Comments 
37 members added 

Members added without 
hub requirement 
Membership was too 
dispersed to incorporate 
the hub and spoke model 
Reports no longer required 
on advlce from Resource 
Secretanat 
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Vladivostok International Stock Exchange (VISE) 

Task Order Goals 
The objechve of the technical assistance to VISE wl l  be devoted to helpmg ~t acheve long-term financlal vlabillty 

+ Develop a busmess plan for strategc development and financial wablllty A busmess plan wI1 be prepared I 
+ Asslst In VISE organizabon development, mcluding the development of organuabon charts operahng procedures and other related aspects 

of VISE operahons I 
+ Asslst staff wth  systems development on software and hardware pol~cles and procedures I 
+ Ass~st the expansion of the VISE Expand the geograph~cal reach and capaclty of VISE Into the regons and add new members and remote 

tradmg locations I 
+ Estabhsh an m house barning center A tr;ilnmng coordmator' wI1 be recru~ted and hlred The tra~n~ng coordinator wl l  be prov~ded wth a 

limted amount of traming rnatenals and wll coordmate tralnlng acbvlhes for SRO members as requ~red It 1s expected that the coordlnator 
would coordmate traln~ng achvlhes under thls task order other USAID funded task orders and other donor financed achvlhes 

Results All task order results were achieved However, the growth of the VISE in the future will 
be hampered by its competitive positxon 

1 Development of a business plan 

A business plan was prepared for the VISE It stressed the need to build a more transparent and more 
efficient stock exchange to act as an alternative to the RTS and other markets 

However, management of the VISE was distracted Mr Victor Sakharov and several members of his 
senior staff left Vladivostok for Moscow to partuxpate m the development of a "Depository Union" to 
provlde nahonal cleanng and settlement servlces 

Because of the market conditions m the Far East and these problems mth management do not bode well 
for the future success of the VISE 

2 Assist in VISE organuation development 

Assistance to the VISE'S organlzabonal development included 

+ The creabon of an organizabon chart to support the strategic plan, 
+ Refinement to operatmg procedures and marketmg matenals 

3 Assist staff with systems development on software and hardware policies and procedures 

In addihon to the basic organizational procedures, most of the project's resources were devoted to 
developing documentabon and manuals for the VISE (and PCD) computer systems Ms Christine 
Baldwin developed a user manual and administration manual, and Mr Stanley Shell provided ad-hoc 
assistance on software development methodologes 

4 Assist the expansion of the VISE 

This task was not successful, in spite of considerable efforts by Mr Stanley Shell, who visited several 
Sibenan cities and worked to market the services of the VISE Considerable distrust of the VISE 
developed on the part of brokerldealers for Mr Sakharov, who was seen as a political figure and not a 
semce provlder 

5 Estabhsh an m-house tra~mng center 
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Ms Chstine Baldwn worked under the duechon of Mr Stanley Shell to create trammg matenals for the 
VISE'S training department The department's mam achvlty became the produchon of a monthly bulletm 
descnbing the VISE'S actmhes, which made a very valuable contnbuhon to the outreach and market~ng 
efforts of the exchange 

Dehverable 
Develop, f m a l ~ e  and submt the busmess plan for the overall 
self sufficiency of the VISE to USAID and the RFCSCM 

Completed9 

4 

Have m place a funchonmg t r a m g  u n ~ t  w i h  the VISE 
providmg mtemal and external t r a m g ,  the latter as may be 
appl~cable 
By the end of the task order, catalog all software support 
provided under the task order 

Comments 

4 

4 

Prepare additional marketmg matenal for the VISE, and 
develop a VISE users manual 

Strateg~c / busmess plan 
delayed untd October 1996 

4 

Tralrung center created 

Marketmg matenal 
included monthly stock 
exchange bulletm 
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CLEARING AND SETTLEMENT SYSTEMS 

As noted m the task order, outside observers agreed that reducmg the nsks associated with the cleanng and 
settlement of secuntres was essential to the creabon of a liquid and efficient cap~tal market m Russia A capital 
market that provides for the tradmg of secunoes but cannot support an effecbve and credible means to effect the 
resultmg exchange of secunbes and funds is of httle value or mterest to mvestors, domesbc or foreign 

T h s  task order prov~ded support to four pieces of the cleanng and settlement infrastructure 

+ The Depository Cleamg Company (DCC), the cleanng / settlement / depository m Moscow, 
+ The Pnmorsky Central Depository (PCD), the cleanng / settlement / depository mtegrated with the Vladivostok 

Stock Exchange, 
+ Three other CSOs m St Petersburg, Ekatemburg, and Novos~blrsk, 
+ The Registrar Support Center m Moscow 

Many factors have Impeded the growth of clearmg and settlement capability m Russia, mcludmg 

+ Contmued legal problems w t h  the concepts of nommee ownershp, resultmg m the reluctance of many market 
partxipants to hold Russlan shares "on deposltl', and the resultmg necessity to clear and settle trades on a 
manual basls untrl these legal problems are resolved, 

4 contmued problems with mter- and mka-regional funds settlement, 
4 the development of mterregional tradmg systems, whlch requlred the CSOs to work together to settle mter- 

regional trades, 
+ the requirement of many mternabonal msbtuhonal mvestors to meet U S  SEC guldelmes for foreign 

depositories (regulatron 17f-5) m order to lnvest m the Russian Federahon 

Depository Clearing Company 

The objectrve of this component of the project was to fund the DCC d m g  the penod August 1, 1995 through the 
end of the project, leadmg to the DCC's overall mstrtubonal self-sufficiency 

The tasks to support the development of the DCC began with several mauspiclous developments Flrst, as a result of 
polibcal mvolvement with the board of dlrectors of the DCC, Mr Victor Oliferenko was appomted as the dlrector of 
the DCC m October 1995 As a non-expert m the capital markets, Mr Oliferenko was a disaster for the 
organlzabon, and essenbally held back the development of a strong central CSO for over a year Followmg 
consultahons w th  USAID, the project team provided l u t e d  technical assistance to the DCC, but lm ted  its duect 
support and involvement The project team worked wlth members of the board of dlrectors to create a management 
structure that was more amenable to potential membership and at the next shareholders meettng in kugust 1996 
Mr Michael Lllyavski was appointed as president Much lost ground was made up at the end of the project when 
Mr Oliferenko was replaced 

Task Order Goals 
The contractor w~l l  provtde fundlng and technical assistance to the DCC wtthm the 11m1ts of the USAID approved budget T h ~ s  budget prowdes 
for 

I Restdent Adv~sors Two restdent adv~sors (a pnnclpal adv~sor and an adv~sory chlef of staff) vnll prov~de support to the DCC I I 11 Legal asmtance Outside legal semces wl l  be procured for I 
obtatnmg US regulatory approval under rule 17f 5 

- cornplehng legal due d~l~gence  revtews 
- evaluatmg applicable regulatory Issues 

u Operanonal support The project wl l  prov~de operabonal support as needed to the DCC lncludrng rent 
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Results After lnltial d~sappomtments, the last SIX months of the project launched the DCC in the 
direction of becormng Russia's Central Depository 

1 Technical Assistance 

As noted above, the appointment of Mr Oliferenko for most of the first year of the project essenbally left 
the DCC project wthout a counterpart As a result, with the concurrence of USAID, the recruitment of 
one resident advlsor for the DCC was postponed Mr Patnck Collins joined the project team in October 
to provide assistance ulth the development of strategy and a strategic plan, but the lack of a true 
counterpart limited his effectiveness, and he returned to the US to await changes in management 

Results from the first year Included 

+ Work to reformulate the board of directors, and to change management m the direction of the interests 
of shareholders and members, 

+ The development of a financial plan for the DCC, to be used in the process of secmng additional 
financmg fi-om the IFC, 

+ The limited development of software to provlde improved comrnunicahon capability with the RTS, 
+ Work to improve the re-registrahon service of the DCC 

Followng Mr Oliferenko's departure m September, the project team adopted a new and ulhmately 
success~l  strategy Barents Group recruited a very strong group of Russian staff, fi-om vmous capital 
market inshtutions and brokerage f m s ,  to jumpstart the DCC's growth Th~s  team, led by Igor 
Moryakov, quickly assumed the key positrons of head of cleanng and settlement, head of depository, and 
senior vlce president (Mr Moryakov) Th~s  team had formulated its plans over the previous year, and 
was ready to implement a new strategc plan This included 

Rapid outreach to the DCC's current and potential membership, and particularly to the RTS, resultmg 
in a new atmosphere of cooperahon As a result, by the end of the project, the RTS and its 
membershp had adopted the DCC as its depository and cleanng and settlement organization of 
choice Th~s  was a landmark for the Russian capital markets 
A commitment to become a national CSO to support RTS T h ~ s  set the DCC on a growth path of 
providing settlement services to settle trades between regional brokers and Moscow brokers The 
lack of quick and easy settlement between Moscow and the regons had greatly hlndered the 
development of brokers outside of Moscow The DCC stepped into the vo~d left by the inactlv~ty of 
the regional depositories (see below) 
Meetings with the IFC to obtain financing for further growth Usmg the financial plan developed for 
the DCC, senior management was able to make several steps towards obtaining a long-term credit 
from the IFC 

Legal assistance 

The project hnded a study by a US law firm (Decker, Rhoads, and Pnce, who had recently obtained a 
"no-achon letter" from the US SEC for Chase Manhattan m Russia) The study addressed the quest~on of 
obtainmg a no-achon letter for the DCC The study m v e d  at the important conclusion that changes m 
the US SEC mterpretahons of the regulahon have pushed the responsibility for each investment fund's 
decision to place shares into a foreign depository back onto the trustees of each investment fund 

3 Operational support 

The project also supported the DCC through rent and other payments 
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I d I  1996, when expatnate advlsor 
was replaced by several 

Delwerable I Completed? I Comments 
Contract / h e  a "pmclpal advisor" 

Fund legal subcontractors 

I Delayed untd September 

Contract 1 h e  an "advisory chef of staff' 

Barents Group LLC 
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Pr~morsky Central Depository (PCD) 

Task Order Structure 
I Completron of comprehensrve busrness plan The asslstance wI1 include the development of strategic and finanaal plans lncludlng a 
marketmg plan a refinement of the overall strategx mss~on and the prepamon of a formal fmanc~al plan leadlng to financ~al mdependence and 
cred~b~l~ty  

I Technical asslstance to the PCD to ~rnplement the buslness plan wI1 conslst of 

11 Organzzatronal Support such as 
a The development ofrnternal polrnes and procedures 
b Prov~de marketrng asszstance to complete the conversron of the PCD rnto a customer dnven organrzatron 
c Technrcal assrstance to registrars 

111 Develop a global nomrnee capabrlrty Before large U S  (and forelgn) pennon and mutual funds can effic~ently Invest In Russ~a the 
depos~tory holding then posltlons must sat~sfy several reqmrements (regulat~on 17f 5) of the US SEC for fore~gn depos~tones Techn~cal 
asslstance w11 be provlded to the PCD to meet these requirements 

IV Refine automated funds settlement procedure 

Results Techn~cal ass~stance was provlded, but because of the lack of attent~on of PCD 
management, ~t was not readdy adapted by ~ t s  members Its future hke that of the VISE remalns 
uncertain 

Technical assistance was provided to the PCD in all areas provided outlined in the Task Order Mr 
Stanley Shell provided organizahonal support across the organization Procedures and systems were 
improved, and business and financial plans were developed The PCD received a license from the FCSM 
However, several problems developed dmng the task order that hindered the project's and the PCD's 
effechveness 

In late 1995, Mr Victor Sakharov of the PCD, in conjunction with the leaders of the other regonal 
depositones, and with the apparent support of some factions within the FCSM, signed a letter 
announcing the creahon of a "depository union " The purpose of the depository union was consistent 
with one of USAID7s goals of establishing inter-reg~onal clearing and settlement Each of the 
regional depositones, rncluding the PCD, would use a central union as a clemng organization to 
move shares and money to settle trades The creation of the Union and the departure to Moscow of 
Mr Sakharov and most of the PCD's senior staff severely hindered the PCD's future ~ndeuendent 
development (see below) 

The PCD was less than fully committed to the goal of developing a business and financial plan, and 
much of the information contained in the plan was based on Barents estimates or informal 
informahon denved from a vanety of sources 

Technical assistance was provided to bnng the PCD systems and procedures to the level that would 
allow automahc h d s  settlement However, conbnuing problems with selechng a settlement bank 
and other cbpolitical" problems meant that funds settlement was not implemented by project end in 
October 1996 

General strategy assistance was provided in the area of building a global nominee capability 
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Del~verable I Completed3 I Comments 
By November 1, 1995, prepare wntten drafts of a Depos~tory 1 - I ( Second version completed m 
Manual and a PCD user's Manual 
By January 1, 1996, present a wntten strategy and suggested 
procedures for a global normnee capabhty for the PCD 
By March 1, 1996, implement automated funds settlement on the 
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PCD 
By the end of 1995, prepare wntten strategic and financial plans 
for the PCD 

Y 

4 

.I 

October 1996 
Strategy completed 

See above 
Y 

4 See above 
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Regonal CSOs (St Petersburg, Ekatermburg, Novos~blrsk) 

Task Order Goals 
Dunng the rema~nder of 1995 and 1996 techn~cal assistance w11 be prov~ded to the CSOs to ass~st them ~n achieving long term tinanclal 
viabll~ty 

I I Develop a wrrtten plan of act~on to achreve the status of el~gzble forergn deposztones I I 11 Develop mterregzonal standards for the rntegratron ofthe operatronal procedures and busmess condrf~ons of the CSOs I 
III Expand Into surroundrng regzons and by addrng members I I n Create and test market new products I 
v Lrcensrng wrth RFCSCM Dunng the penod of the task order the RFCSCM 1s expected to develop procedures to l~cense cleanng and 
settlement orgamzahons The project team w~l l  asslst the RFCSCM wth the llcenslng procedures wlth the goal of obtamng an operating 

hcense 

Results In sp~te of the assistance prov~ded to the three regional CSOs, market cond~tions caused 
them to drlft towards irrelevance 

1 Plan to become an ehg~ble fore~gn depos~tory 

Because of the creabon of the Depository Union (see below), this task was judged to be unnecessary, and, 
w~ th  the concurrence of the USAID project officer, was not camed out 

2 Develop mterregional standards for the integration of the operat~onal procedures and busmess 
cond~t~ons of the CSOs 

In late 1995, Mr Victor Sakharov of the PCD, in conjunction with the leaders of the other regional 
depositones, and with the apparent support of some facbons withm the FCSM, slgned a letter announcing 
the creahon of a "depository union " The purpose of the depository union was consistent with one of 
USAID'S goals of establishing mter-regional cleanng and settlement Each of the regional depositones, 
including the DCC, would use a central unlon as a cleanng organization to move shares and money to 
settle trades 

Mr Stanley Shell assisted the Union wth  the development of procedures, rules, and software 
requirements These procedures and rule, ~n the form of a strateg~c plan, were presented to the FCSM by 
the Union, and apparently approved 

However, because the financially powerful Moscow brokers would not support the new union, because of 
~ t s  extremely politxal nature, the large and unresolved problems with inter-depository credit nsk, and the 
large likel~hood that the new Union would not be financially self-sufficient 

Because of the polihcal nature of the organization, and because the DCC was now malung an outreach to 
regional members to join the DCC and thus become a truly nabonal deposltory, the project team decided, 
in conjunchon with USAID, to mimmize its support for the Depository Union 

3 Expand mto surroundmg regons and by addmg members 

The non-DCC members of the Depository Union attempted to add many members to the project 
However, because the DCC d ~ d  not parhcipate, the Union did not gam cntical mass that did not 
partmpate in the main market actimty 
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4 Create and test market new products 

See above 

5 L~censing mth RFCSCM 

All regional CSOs and the DCC were licensed over the penod in queshon 

Dehverable I Completed9 
Obtam Comrmsslon approval of a wntten ~ l a n  of acbon for the I 
CSOs to follow m achevmg the statu; of eligible foreign 
depositones, and begm mplementabon of the plan 

Prepare wntten procedures for Indung the CSOs wlth all vlable 
tradmg systems 

Prepare written standards for the mtegrabon of the operahonal 
procedures and busmess condibons of the CSOs J 

Comments 
Plan developed by Barents 
advisor Mr Stanley Shell, 
and mplemented by the 
Depository Union 
Depository Umon rules and 
procedures developed 

Prepare detailed quarterly monltonng reports (due on the same 
dates as above) for the Comrmssion and the Resource 
Secretanat 

Depository Union rules 
and procedures still in 
process at project-end 

4 
Cancelled per resource 
secretanat 
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Registrars 

T h ~ s  project d ~ d  not provlde support to Partad or the regrstrar support center Instead, remalnlng b d s  
from the Secondaiy Market Development task order were used to complete USAID's assistance to the 
task order The Bnhsh Know-How Fund provlded add~bonal fimdmg followmg the conclusion of 
USAID's ass~stance PARTAD and the RSC contmue to prov~de valuable ass~stance to the FCSM and 
the regstrar community 
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4 NEXT STEPS AND LESSONS LEARNED 

LEVEL OF SUCCESS IN ATTAINJNG STATED DELIVERABLES 

As noted m the detailed task and deliverables sechon above, the project largely met its Task Order 
objechves In its work wth  the large Moscow-based inshtuhons, the project team and its counterparts 
greatly exceeded its ongmal goals Although th s  result was not expected at the begnning of the task 
order, each organization is now on track to be a national mshtuhon 

+ NAUFOR has become the national brokerldealer SRO, and is worlung closely with the FCSM to 
implement a program of compliance and surveillance that will hghten up the achvlties of the Russian 
brokerldealers, while simultaneously lowenng the cost of regulation 

4 The Russian Trading System is clearly the leading market for shares of pnvatized companies in 
Russia, with a nahonal footprint and mfluence 

+ The Depos~tory Clearing Company is on track to become Russia's Central Depository for 
securities, m competihon with the nahonal depository organized by MICEX 

Although t h s  situation was not expected it is easy to explain The Russian capital markets, like markets 
in the US and around the world, had matured to the point where regional stock exchanges and supporting 
infrastructure were no longer financially viable Many regional entities grew up d u n g  the penod of 
mass pnvatizahon After pnvahzahon and the penod of high transaction volume associated with 
consolidafion, the regional enhhes no longer had any natural market The market coalesced around the 
major players and source of capital Moscow 

Once the Moscow instituhons decided to reach out and embrace regonal participants (with the support 
and encouragement of the project team), the regonal CSOs and the instituhons m Vladivostok were at a 
large disadvantage, and have begun an Inemtable process of consolidahon 

As a result, those elements of the project that supported our regonal counterparts were less successful 
than those m Moscow 

ANY OPPORTUNITIES FOR FURTHER WORK 

The logic of the above situation is clear future work on the capital markets infrastructure should be 
dedicated to encouragmg the regional outreach of the Moscow institutions, while at the same time 
working to bnng them up to world-class standards The clear first candidate for additional technical 
assistance is the DCC, which is truly coming into its own as a central depository 

We would recommend gimng the DCC approximately one year to build on its current success, and then 
developing a program of targeted assistance to DCC7s systems and procedures 

PERCEIVED PROBLEMS IN THE SYSTEMS DEVELOPED 

The flip side of the coin is that we would no longer recommend supportmg any regional capital market 
institutions The regonal instituhons are no longer vlable in the current environment, and should be 
encouraged to be incorporated or absorbed into the Moscow-based institutions 
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5 APPENDICES 
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Patiic~pants Of Ths Russian Tmding System 
(As Of7/37no196) 

ELTR 1st Petersburg IELTRA INV COMPANY IDEALER 17-812 310-2198 
EMlN lMoscow IEUROPE MANAGEMENT INVEST  DEALER 17-095-232 321 1 
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ENlN 
ERGO - 
ETRB 
EUFN 

ENERGOINVEST ME 
CB ERGOBANK 

- 1 1  
IC EUROPEAN FINANCES 

Moscow 
Moscow 

Moscow 

QUERY ONLY 
QUERY ONLY 

DEALER 

7-095-913-9132 
7-095-230-5748 
P. 

7 095 924-Ol94 
7 095 923-3451 



Parirc~pants Of The Russrsn Tmdtng Sj%%wn 
(As Of 7/30/96) 

GLST (St Petersburg (GIAVSTROYINVEST SECURlTlES IDEALER 17 812 312 6491 
GRFN IMoscow IGRlFFlN l9UERY ONLY 17 095-974-2984 
GRNT [Moscow (GRANT (DEALER 17 095-232 3602 
GRTE IS~bena IGARANT IQUERY ONLY 17-3952 27 1030 

GAFl 
GAGE 
GFMA 
GLBX 

Moscow 
Moscow 
Moscow 
Moscow 

GA FINANCE INC 
GOLDEN AGE 
FINANCIAL MANAGEMENT GROUP 
GLOBMBANK 

lCFl  MOSCOW )lM CO FOR FINANCE INVEST IDEALER (7 095-204-7873 
lCSl hbena  hCSl IQUERY ONLY 17 3832 23-031 1 

I I 

GSBC (Moscow IGAMBIT SECURITIES BC 
GUTA JMoscow (GUTA INVEST 
IBFD bbena  IBAIKALSKY FONDOVIY DOM 

DEALER 
DEALER 
DEALER 
QUERY ONLY 

7-095-212-8000 
7-095-1 94-3601 
7-095-956-6128 
7-095-202 6360 

DEALER 
DEALER 
DEALER 

IFAW 
IFCO 
llC0 

7 095-290-7715 
7495-250-01 06 
7 3952 349430 

IKFG 
INDX 
INFl 
INGB 

IUFC (Urals Reg~on (INVESTMENT AGENCY UFC IDEALER 17 3432 22 1670 
KNBK IMoscow IKARlNA BANK IDEALER 17 095 229 81 76 

S t  Petenburg 
Moscow 
Moscow 

INK0 
INST 
INTL 
IPSG 
ISPR 

Urals Reg~on 
Moscow 
Urals Reg~on 
Moscow 

NORTH WEST INV FIN AGENCY 
INVESTMENT FINANCIAL CO 
INTERNATIONAL INVEST COMPAN 

KNTR 
KPST 
KURS 
LINK 
LRMN 
LSMP 
MAP0 
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1 

Moscow IINKOM CAPITAL 
Moscow (INTRAST LTD 

MBGT 
MBWB 
MENA 
MEZH 

DEALER 
QUERY ONLY 
QUERY ONLY 

7 3532 70-2239 
7 095 201-6291 
7 343241 5661 
7 095-926-5233 

ASK0 KAPKAL 
INDEX W( 

MANAGMENT COMPANY ASK0 
ING BANK EURASIA 

I 

DEALER 17 095-755-6852 

Moscow 
S~bena 
S~bena 

Urais Reg~on 
Moscow 
St P e t e r ~ b ~ ~  
Urals Regton 
Moscow 
Moscow 
Moscow 

7 812 271-9641 
7 095-242 9910 
7 095-124-5602 

QUERY ONLY 
DEALER 
DEALER 
QUERY ONLY 

QUERY ONLY 
QUERY ONLY 
DEALER 
DEALER 

INTELLECT BANK 
INVEST PARTNER CO 
INTERSPREAD INVEST 

Moscow 
Moscow 
Moscow 
Moscow 

7 095-132 6944 
7 095 246-3438 
73462222702 
7 3832 11 9070 

KON TRAST 
CAPITAL STRATEGY 
KURS 
LINK INK 
LERMAN AND CO 
LENSTROYMATERIALY MOS 

DEALER 
QUERY ONLY 
DEALER 
DEALER 
DEALER 
DEALER 

7 095-921 5966 
7 095-238-1334 
7 095-926-4235 
7 095-926-5229 

MOSBUSINESSBANK 
MOSCOW BUSINESS WORLD BANK 
MENATEP BANK 
MEZHCOMBANK 

7 35222 2 3953 

7 095 202 5509 
7 812 296-5915 
7 3432 57 3670 
7 095-156-9654 
7 095 236 5006 

MAP0 BANK IDEALER 
QUERY ONLY 
QUERY ONLY 
DEALER 
DEALER 

7 095-250-21 77 



Code (Region \Name (mode (Phone Number 
MGTO  MOSCOW ~MEGATRASTOIL 17-095-974-3639 

I 

RBKM IUrals Reg~on (RABIKOM IDEALER (7 3512-66 1501 
RCNL IMoscow lRAClONAL lQUERY ONLY 17 095.4600810 
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, 
REGIONAL DEPOSITORY CENTER 
REGION INVEST 
VIC RANAISSANCE CAPITAL 
RENDEZVOUS 

RDCE 
REIN 
RENC 
REND 

Urals Region 
Moscow 
Moscow 
St Petersburg 

QUERY ONLY 
QUERY ONLY 
DEALER 
DEALER 

- - - - - - - . 

7 3432 22 0650 
7 095-232 31 06 
7 095-258 7709 
7 812 314-8353 



Partrc~pants Of The R u s s ~ n  Trading System 
(As of71M196) 

Cock 
RlBM 
RlCA 

RNKO 
ROlN 
ROMl 
ROMM 
ROSA 
ROSK 

Name 
RUSSIAN INDUSTRIAL BANK 
RlCAP 

Region 
Moscow 
Urals Region 

RTEC 
RTPB 
RUGB 
RUIN 

I 

TMVK IMoscow lTOMOV AND CO IDEALER 17 095-935 5040 
TORI 1 Moscow ITORIBANK IDEALER 17 095-262-4957 

Moscow 
St Petersburg 
Moscow 
St Petenburg 
Urals Regon 
Moscow 

RlFN 
RMGS 
RNCB 

Mode IPhone Number 

7-095-915-2911 
7-095-925-4240 
7 3952 34-3299 
7 095-971 7636 

QUERY ONLY 
DEALER 
DEALER 
DEALER 
DEALER 

RINACO PLUS 
RO INVEST 
ROMEX INVEST 
ROMEX INVEST SPB 
ROSACTW 
ROSSIYSKY CREDIT 

I 

DEALER 
QUERY ONLY 
DEALER 
QUERY ONLY 

RUSO 
SAHA 
SAlN 
SERF 

TROY 
TRSN 
TUBK 
TYUM 
UATS 
UCBS 
UFCE 

7-095-203-2070 
7 3432 22 1070 
7 3832 21 7201 
7-095-2566262 
7-095 232 9026 

Sibena 
Moscow 
Moscow 

DEALER 
QUERY ONLY 
QUERY ONLY 
D W E R  

Urals Reg~on 
St. Petersburg 
Moscow 
Moscow 

RIF 
RYE MAN AND GOR SECURITIES 
ROS NATSIONALNY COM BANK 

DEALER 
DEALER 
DEALER 
DEALER 
DEALER 
DEALER 

7 353241-3355 
7 812 314-6321 
7-095-200-4092 
7-095-208 2755 

REGION TEC 
RUSKOBANK 
RUSSIAN GENERAL BANK 
RUSSIAN INVESTORS 

Moscow JRUSSOBANK 

7-095-2565656 
7-812 327 841 1 

7 095 206 4445 
7 812 224-1895 
7 3432 547076 
7 095-248-2285 

S~bena 
S~bena 
Moscow 

I 

Moscow ITROYKA DIALOG 
Urals Region ITRUST N 

SAHAINVEST SERVICE 
SIBATOMINVEST INVESTMENT CO 
SBERBANKRF 

DEALER 
QUERY ONLY 
QUERY ONLY 
QUERY ONLY 
DEALER 
DEALER 
DEALER 

Moscow 
Moscow 
Urals Reglon 
Moscow 
Urals Realon 

7 095-258-0525 
7 35376-2 6061 
7 095-430-0976 
7 3452 25 2142 
7 3432 23-6089 
7 095-967 1070 
7 3432 22 3262 

TVERUNIVERSALBANK 
TYUMEN NEFT INVEST 
TEKSY STOCK 
UNITED CITY BANK 
URAL FINANCIAL CENTER 



Partic~plrnts Of The Russian Trading Sysfem 
(As Of 713W6) 
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Issues bsted On RTS 
As of7/30196 

Name I 
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Issues Lsted On RTS 
Asof7130196 

IRTS lssus 1 Name I 
- 

ORNB IOrenburgneft 
PFGS iPumefteoas . . -- . - . . . -. - - a-- 
PMNG /Permenergo 
PMOT IPerrn Motors . . - . . . . . . . - - - - 

Permuralsky Novotrubny Zavod 
Pnmorskoje Seashrpprng Co 

PRNF Permneft 
RTKM Rostelecom 

SNTZ ismarsky Trubny Zavod 
SPTL 1st Petersbura Telenhone 

SMMT 
SMTP 
SNGS 

-. - -  - . . - . -. - - - - ---r 

~ T B K  1st Petersbum Bank 1000 Rub/Nv I 

Spb Mezhdunarodny Telefon 
Spb Morskoy Torgovy Port 
Surautnefteaas 

SVER lSverdlovskenergo 
SVrZ keverskv Tmbnv Zavod I 
SZRP (Severozapadnoe Rech Pamhodstv 
TATN ITatneft 

Uralelectmrned 
Uralelectrotyazhmash 
Vaneaanefteaaz 

VKOL (Vnukovo A~rllne 
VLGT lVoloatanker 
VSMO (Verkhnesaldrnskoye Obednen~e 
YFGA IYuaanskneftaas 



RTS Users manual 

B e f o ~  you star? 

Muumum requuements 
To use the Russm Tradmg System, Microsoft Wmdows 3 1 or hgher enwonments are 
necessary 
The followmg hardware configuration s recommended 

w IBM PC AT compatlble computer wth a 386, 486 or Pentlum rmcroprocessor 
w At least 4 MB (preferably 8 MB) RAM 
w A floppy 3 5s dlsk dnve 
w A VGA or SVGA momtor 

A Microsoft Wmdows compatlble mouse 

Mrle startzng work m the RTS, the followmg achons shall be per$ormed 

To start Wmdows 
w At the command prompt, type wm and then press ENTER 

To start MD Term 
w Select MD Term Windows group m the Program Manager 

Double click on the MD Term wmdow 

To connect mth the mam host 
w On the top menu panel choose "Config" to mvoke the pull down menu 

then click "Dd" "Dlal" wmdow &plays 
choose the appropnate line and cllck "Dd" agam 
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To obtau~ access to the RTS 
w After successful connection wth the host computer the system wdl -lay the Q 

symbol m the left part of the screen Beslde the @ system enter rts and prtss ENTER 

ease logm 1 0 x 0 4 ~ 3 9  

After you recelve the mwtatlon "Please logm" 
type your logm (ex low b k ~ m d l )  and then press ENTER 
the system wdl ask you for the password 
type m your password and press ENTER 
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W e  starting the system, the first screen the system wdl -lay m each m d o w  IS the 
BROKER/DEALER MAIN MENU whch hts all system funchons wth the mhcatlon of 
correspondmg funchon keys 

DIRECTORIES 
Duectorg Semce prowdes the lnformat~on on the rrsues, partrcrpants, currency and 
the Iocatrons Ilsted m the system Besides, thls funct~on promdes you wlth an 
oppormmty to create Market Mmder m order to follow markets m certatn groups of 
secuntles (MM Mamtenance) 

QUOTE RETRIEVAL 
Quote Retrieval dmlays quotes m a particular lssue ranked by bldr, ash  or comb~ned 

QUOTE UPDATE 
Quote Update enables the user to enter, change or delete quotes m a pamcular lssue 

REGISTRATION/WITHDRAWAL 
Regstrahon ls necessary for the trader to perform any operations m a particular mue 
Withdrawal ls used to cancel reglstratIon 

TRADE REPORT 
Trade Report Whde uslng thls function, the seller (or buyer executing a transaction 
wth a customer - non-part~cipant of the system) reports on the executed transaction 
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F6 - COMPARISON 
Companson enables the purchamg party to affirm the trade after whlch lt WIU be 
automatically sent for settlement. This funcbon s also used to cancel the trade both 
by the buyer and by the seller 

J?7 - MARKET MINDER 
Market Mmder Ths function allows to revlew current quotes m the exlstlng groups 
of Issues whch are created and updated ftlth the help of F1 - DIRECTORIES 
Market Mmder Mamtenance 

FS - MESSAGING 
View News prowdes the users wth the ab&y to send massages and negotiate trades 

Navlgat~on 
Nav~gatlon between the field on a screen IS camed out by usmg "Tab" key 
To return to a premous screen use "-" (mmus key) 
To cycle through the optlon fields use "nght and left arrow keys" (+-,+) 
When entenng data on the Quote Update, Trade Report, Regstratlon, and Companson 
Retneval screens use Enter (on number pad) 
To page down, press SMt and F9 sunultaneously 
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To prck up an cssue 
Using "nght and left arrow keys" (+,+) cycle Dlnctory S e ~ c e  optxon field to ISSUE 
Press Fl the system wdl -lay all sues k d  m the system m the alphabebc order, 
mmcatlng theu ID, Descnpbon, CUSIP, and currency code the m e  IS traded m 

Usmg "up and down arrow keys" (?,J) positlon the cursor next to the Issue you would 
hke to trade, and then 



To retrieve quotes 
Press F2 the system wdl -lay all markets m the paNcuIar Issue ranked either m the 
b~d,  ask, or combrned order 

lUMY 6 M W I E  
PluKmv 5 MlEOI/ 

DIGJDE &ti ?RE€ 4  6% 

RBi 6 n E  ASK RIIIm 
TROYH 4 J 0 0  B 3  l D m O H m U  4 6 %  8 5  XOO 
GRKTn 4 4 1 0  5 3  WWROS131 4700  5 3  lOQl 
RHEI 4 4 0 0  $ 3  lam rwn 4700  J 5 sm, 
YUOI 4 300 J  3  Jmo AllmH 4  755 6 3  lDOm 
R)SW 4 290 J 3  lorn0 G W  4  7% B 3 Sm, 
GUTAH 4 U Q  B 3  JmoCiKiM 4 7 s  B 3  lOQl 
ANKH 4 2 5 0  8 3  5 0 m w u n  4 7 %  J 3  Joa, 

Fl-ISSUE DfR F24WTE FS-UPD H- 

W E  WmlL munm 

Quote order can be selected by cychng QUOTE QUERY optlon field m the 
BROKER/DEALER W N  MENU wth the help of "nght and left arrow keys" 
(t -+), or m the upper left comer of the QUOTE RETRIEVAL screen 

To regzster zn the zssue 

Havmg selected the Issue by entenng ISSUE ID m the BROKER/DEALER MAIN 
MENU or usmg F1 DIRECTORIES ISSUE, posltlon the cursor next to the Issue ID 
Press F4 for regstratlon the Registration screen wlll appear 
bsmg nght and left arrow keys" (t -+), cycle the ACTION option field to 
Reglstrat~on and then 
If you agree with the dormation presented on the screen, press ENTER 
The bottom h e  dlsplays the followmg message "Re@ratlon accepted", that means 
you can trade m ths s u e  
If you would llke to change data on the screen, use "TAB" key for nawgauon, and 
type m the new data (telephone a, etc ) 
If you mtend to cancel reglstratlon m ths Issue use "nght and left arrow keys" (t 4) 

and cycle the ACTION option field to DELETE, then press ENTER 

To enter/ update quotes 
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Havlng selected the Issue by entenng ISSUE ID m the BROKER/DEALER MAIN 
MENU or usmg F1 DIRECTORIES ISSUE, posmon the cursor next to the m e  ID 
Press M the system dlsplays QUOTE UPDATE screen, 

9 05 11 41 
1 7 0  212  

o 21 o 2s mffi 

285 3 2 0  nYG6 

TDMY S WLWE 
W W R a f E  4 5  O W r r r P I  i o m  MTE07,3tAS 

WK W I I E  
wow 4 8  S l  900 W ? Y  4 9 D  J 7  moo om 4 m o  s s  lmar sww 4 m i  S l  moo 
AFBY 4  $ 3  m m n m  47m J 7  wm, 
BIww 4 m  ss mm wow 4m s s  so0 
m 4530 J i  9mYI oum 4 m  J S  moo 

d.. L . .. .*..*..... .. ...a. .. . a*. .a* ......... .. .. . .... . 

In the bottom field of thls screen you can enter your brd pnce, slze, and ask pnce 
Note pnce field n a comblnat~on of two fields whole and decunal pnce fields whch can be navgated wth 
the TAB key 

Usmg "nght and left arrow keys" (t,+), cycle the REG optlon field to one of the 
gwen optrons 

"B" - denotlng that settlements may be effected exclusively m 
Russran rubles, or 

"Sn - for settlements exclus~vely m the US dollars 
"J" - for settlements m any currency (Russlan ruble or US 

dollar) to be d e t e m e d  by the transaction lnltrator 
Enter re-registration date 
Then press ENTER and the system wdl automatrcally update quotes m the Quote 
Retrieval, Quote Update and Market Mlnder wmdows 
To w~thdraw quotes wthout canceling regmatlon, delete your quotes m the UPDATE 
hne wth  the help of "Back Space" key and press ENTER 

After the trade ~s negotrated (erther over the phone or by uslug screen-based negotlatron 
functron) the seller (or buyer rf he/she trades wrth the nonmember of the Assoclatlon) 
shall enter the trade report 

To enter trade report 
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Havmg selected the Issue by entenng ISSUE ID m the BROKER/DEALER MAIN 
MENU or usmg F1 DIRECTORIES ISSUE, poslhon the cursor next to the Issue ID 
Press F5 the system wdl show the trade report screen 

In the bottom field of the screen enter 
PRICE 
Qn 
CONTRA 
PART, REF* (opt~onal to be used m the Internal records) 

hote Pnce field 1s a comblnat~on of two fields whole and decimal pnce fields wluch can be cycled with 
the ' Tab" key 

Usmg "nght and left arrow keys" (t +), cycle your posltion m the option fields 
ACT - action "P" - purchase, "S" - sell, "SS" - short sale, " T R  - transfer 
CAP - capacity "P" - pnnclpal, "A" - agent', "Rn - nskless principal 
CLR - cleanng cycle to "Y" - yes d you choose usrng cleanng or "N" - no 
LOC - cleanng location cycle to DCC, or an) other cleanng house code 
INSTRUCT - instructions for dellvery "G" - guaranteed dehvery, d you choose 

using clearing, ICN" - wth no speclal instructions 
Settlement date ~s asslgned by the system by default 7 workmg days from the date of 
trade execmlon, but it may be changed upon agreement of the parties 
After all necessary lnfonnation fields are filled m, press ENTER the system wdl show 
ACCEPTED message, with the mdlcat~on of the number, status of the transaction, as 
well as change the last sale lme m the Quote Update, Quote Retneval and Trade 
Report windows 

Page 34 of 50 



To affirm trade 

Press F6 the system wdl show COMPARISON RETRIEVAL scmn 

TPIBSACTIDB -1P SXTTL- DATE - 
STATUS ALL ACTImJ S ISSUX IDmI?IXn 

CUPPlPeP 

SSTTLQW DATX 08fZU95 STATUS ALL ACTIOE S 
I s m  IDEETIJIXP CCIBIPI C D m m n '  

CUPP COBTM TPIPSI lOBC 

lam Stock fox CXLLPIII~ tmIP 676767066 
VSD anan 

Stock for cruaang 
VSD HIKlll 

ISSW ID TEST1 IUEB Stock for ex- CUSIP 676767056 
USD 

ISSW ID TEST1 lam Stock for or.irunq CUSIP 676767066 
USD 2ZEUE 7262124 II?I= 

Enter data m the mformation fields 
ISSUE IDENTIFIER 
CONTRA 
SETTLEMENT DATE 
TRANSACTION NUMBER 

Usmg "nght and left arrow keys" (t +), cycle the STATUS optlon field to one of the 
given optlons 

ALL - All trades 
ADV - Advlsory trades entered by the counteragent and was not 

compared by the viewing party 
COM - Compared trades 
CXL - Both partles canceled the trade, that was compared before 
CPX - Seller canceled the trade 
ONE - One-slded trade (non-RTS contra) 
TFR - Free Transfer 
DEL - One-slded trades, uncompared trades and Free transfers, 

canceled by the we- party 
OUT - Outstandmg trades, that are not sent for cleamg 
VXL - Buyer canceled the trade 
UNC - Uncompared trades 



After entenng the required data m the mfonnatlon fields, press ENTER 
The system urlll show COMPARISON screen, and the cursor wdl be posmoned next to 
the optlon field whch you have to cycle either to 
AFFIRM - To aflirm the trade 
DELETE - to cancel the trade 

SCAN - To scan the detads of the trade 

Press ENTER the system wdl -lay "ACCEPTED", after that the trade may be sent 
to cleanng 

The system prov~des you wth an opportunxty to create Market Mrnder m order to follow 
markets m certam groups of secuntm 
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To create Market Mrnder m certarn p u p s  of secunfres 
U s m  Knght and left arrow kevsn (c.4. cvcle the outlon field to MM 
MAIFENANCE m the B R O - K E R ~ D ~ A ~ R  MAIN MENU next 
DIRECTORIES 
Press F1 the system wdl dlsplay Market Mmder Screen 

9 0 5  1141 
1  70 2 12 

5 m  5 7 0  PFGS 2 1 0  3 4 0  
7 %  1 3 1  UIDK I W  3 9 s  RTKH 4 5 1  4 6 5  

2 1 5  3 2 0  

ISSUE I0 W E  

AuwnDTPI C K  
AAUUGEISPT no~m mra; ma 
A Y i A S r n E S I r n  
APAm Iww6l 

AvmWI: QOweWw 
EEUZEOYFT 
IDQGWPT ALUlIWl 

Enter the group name (optional) m the GROUP lnformatlon field 
Press F1 - to enter the group m the 1st the system wdl dlsplay the s u e  1st m the 
upper field of the screen 
Usmg "up and down arrow keys" (?,&)to search and (+) to mark, select s u e s  from 
the 1st 
Press M the system WIU enter these Issues m the created group 

Zote Select the issues form the fim page press F3 onlx than contlnue selection from the nevt pases bx usmg 
Shft F9 

Press F7 to revlew current quotes m the created group 
The system wlll show dynarmcally updated markets m these s u e s  
In order to delete created group enter the group name m the F1 MM 
MAINTENANCE screen and press F2 
To delete s u e s  from the created groups mark the w e  us- the nght arrow key (+) 
and press F4 

To rewew created groups 
In the BROKER/DEALER MAIN MENU, m the ISSUE I D  lnformatlon field enter 
the group name and press F7 
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The RTS prov~des users wth a functlon of massage exchange that allows the system 
pamcipants to negotiate through the screen 

To exchange messages 
Ahvays keep the message window opent 

Press FS the system wdl show the Message screen 
0 Enter the firm ID where you send your message m the OPEN field 

Press key (d) 
In the message h e  type m your message m E m  or Russian, but m Lam letters 
(me m E-mad) 
Press M to send your message 
In the present vemon the message field ~s m c t e d  by the h e  length You can resume 
negobauons only after recelvmg answer from the counter party 
To complete the negotmtlon session, press F'2 

To refneve messages f i m  the system admm~frator 
Usmg "nght and left arrow keys" (+,+), cycle the ophon field to VIEW NEWS m the 
BROKER/DEALER MAIN MENU next to MESSAGING 
Press FS the system wdl %fay the NEWS screen To return to the MAIN 
BROKER/DEALER MENU use "-" key (on the number pad) 

To quit RTS 
From the top menu panel choose Config, then choose Hangup 
Go to Fde and choose M 
Cbck on Yes m the confirmation wmdow 
You may also save wmdows confgurat~on on your screen by chckmg on the Yes button 
m the confmnat~on wmdow 
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Russran Tradrng System Network 
(Mld 1996) 
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Russ~an Trad~n System -- Network Overwew A 

I RTS Headquarters 1 I Server'r rltr 



Russ~an Tradmg System Development Plan 

Moscow 

Salnl Pelersburg 
Raskom 64Kbil 

11ber opllc 

Nlzhny Novgorod 
Sovarnlelporl 19 2 TCP/IP 

Samsra 
Sovamfe/pori 192 TCp/[p ' Saratav %B 

Infolel 19 2 A 25 Infolel 19 2 X 25 

Roslov - on - Don 
Sovamlelporl 19 2 TTP/IP 

Legend 

- City 
- Probable provider - Bandwdth - Protocol 

Ekslerinburg 
S0vdmfeIpd 192 mame Relay Khabarovsk Nakhodka Infolel 19 2 X 25 

Novoslblnk Sovdmlelp~i 192 TCP/IP 
Sovdmlelprl 64 Frame Relay 

lrkulsk 
Sovamlelporll9 2 rCPnP Vladlvoalok d 



Russ~an Tradmg System Development Plan 
Enhanced server locat~on, Moscow, Chayanova, 15 

Four MQTS leased 
llnes lo ATS 209 

(lelecommunlcallon 
cenler) 

modems rack Clsco 4000 

1 
Two V 35 back 
lo back cablea 
1 

Network Managemenl Syslem 
Workstation 

TACACSt aulhenlflcallon 
server 



Russian Tradmg System Development Plan 
Enhanced Moscow telecommunicat~on center (ATS-209) 

Sixty pair trunk 
Thls modem pool 
conslstlna of 60 - I I modems i s  used for I 
dial up users - 

I This PADlSwllch Is 1 
U Motorola Codex 3267 1 connected to modems I 

lskra 2 moderns rack I by serial (AS 232) 1 
telephone network 

switch 

X 25 P I  

(Sprlnt Rosnet lnfotel 
Infocom) 

cables EL== 
lax 8500t 
'Switch 

Clsco 4000 

L Y  36 b a d  lo  back- 
cable 

MulllTech MTl432BRI 
modems rack 16 modems 

Four MOTS leased 
llnes lo  Chayanova 

slr (Stratus 
Conllnuum locallon) 

NOKIA short ranae 
t6OKbps 

modems rack 

Frame Relay 
Network TCPllP network 



Russian Tradmg System Development Plan 
Detail of Regronal Hub 

X 25 or TCPllP 
publlc nelwork provider 

' 4  4 

0 18 modems wllh 
rack e g 
Multltech 

RTS Regional 

TS wOrkstatlOn MultiTech standalone lg 

Optronal Multr termrnal configuration 
(lo be rnstalled wrfh broker's own funds) 

g, 
RTS workstallon 

MulllTech standalone 
modem 



Russran Tradrng System Acfrv~ty 
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Russ~an Tradmg System Acfrvrty I 
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I Russian Trading System Act~vriy 1 
Index at Close Number of Reported 

Reported Volume 
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Russran Tradrng System Acfrvrfy I 
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Russtan Tradtng System Actrvrty 
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OF STOCK MARKET PARTICIPANTS 

Moscow 
1995 

JMenustik
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Foundation Agreement of NAUFOR 

1 The PROFESSIONAL ASSOCIATION OF STOCK MARKET PARTICIPANTS 
legal address 103051 Moscow U1 Sadovaya-Karetmaya, 20, reglstered m the MRCh 
on September 5 1994 Sla #050701902 m the MOSTBANK commerctal bank, MFO 
997 168 participant 8C, 

2 The URAL ASSOCIATION OF FINANCIAL BROKER - DEALERS non-commerc~al 
organization legal address 620014 Yekatennburg, U1 Mallsheva, 28, reglstered m the 
YeRCh on September 13 1994 Sla #606001 coda 700161380 m 
URALVNESHTORGBANK m CSCC MFO 253006 code 871077, INN 667104535, 

3 The ASSOCIATION OF STOCK DEALERS OF SIBERIA non-commercial 
organmtlon legal address 630076 Novos~bmk - 76, U1 Frunze 5 reglstered In 
NRCh on September 16 1994 Sla #606521 coda 800161697 MFO 224772 EDAA In 
VNESHTORGBANK of Novos~birsk, SCC of CB MD MFO 224024 

4 The UNIFIED TRADING SYSTEM S -Petersburg assoclanon of secunbes market 
participants a non-commercial organlzatron legal address 198 103, Samt-Petersburg 
44 reg~stered In the Reg~strat~on Chamber of the S -Petersburg Mayor's office on 
Januarv 30 I995 Sla #6009002321 m the Zheleznodorozhny department of the 
Baltiysky bank coda 800161 175 

acting pursuant to Artlcle 121 of the Clvd Code of the Russ~an Federatlon and Artlcle 
1 1 of the Federal law On Non-Commerc~al Organlzat~ons have agreed to set up on a 
voluntary basls a Professlonal Associatlon of Stock Market Part~clpants of Russla 
(heremafter referred to as the "Association ) wlth a vlew to promoting securltles 
market development In the Russlan Federatlon through developmg and ~mplementmg 
unlfied rules and standards and prov~dlng for the use of them by Assoc~atlon members 
In their practices 

The Associatlon is created as a non-commercial instltutlon and m ~ t s  act~v~tles shall 
not pursue a goal to get profits m order to d~str~bute them among the founders and 
Assoc~at~on members as thelr Income In the case profits are obtamed as a result of 
Assoclatlon act~vitles they are subject to bemg used for the Charter purposes 

The founders have agreed that the legal entitles which are Members of the Professlonal 
4ssoc1atlon of Stoch hlarher Part~c~pants (Moscon) the Ural 4ssoc1ation of F~nanc~al 
Broker - Dealers (Yekatermburg) the Assoclanon of Stock Dealers of Slber~a 
(Novosibmk), the Unlfied Tradmg System assoclatlon of secuntles market 
participants (Samt-Petersburg) as of the tlme of foundat~on of the Assoclation shall 
automatically become the Associat~on Members follow~ng the tlme of ~ t s  state 
registration 

Il Tasks of the Assoclat~on 

The Assoclation 1s a voluntary unlon of legal entltles setting forth the followmg tasks 
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I To promote, by unrtlng the efforts of the Assoclat~on Members, the standardlzat~on of 
prlnc~ples and practlces of securmes market partlclpants, lmplementatlon of 
profess~onal ethlcal norms and provls~on for compl~ance by Assoc~atlon Members wlth 
the leglslatlon of the Russlan Federat~on m the field of the secuntles market, 

2 To develop and Implement rules dlrected to preventmg unfalr actlons on the part of 
stock market part~clpants and provldmg for falr and equitable trading principles m the 
Interests of mvestors, 

3 To act as a connectmg lmk m the relat~onshlps wth  state power and management 
bod~es on lssues touchlng upon the Interests of Investors an other secuntles market 
part~c~pants (appllcatlons consultmg, and other forms) 

4 To encourage Increased self-dlsc~phne of the Assoclatlon Members, to examme facts 
of non-compliance wlth the estabhshed standards and rules and act as an arbmator m 
settling disputes between Assoc~atlon Members and thlrd partles and between 
Assocrat~on Members, 

5 To glve lnformatlonal methodolog~cal technical, and legal support to Assoc~at~on 
members 

III Types of ac tmt~es  

To Implement the goals and tasks, Assoclatlon shall perform the following types of 
actlvltles 

Develop prlnc~ples and rules of secuntles transactions, techn~cal standards 
lnstructlons methodolog~cal manuals mandatory for use by Assoclat~on members 

Develop standards of profess~onal practlces and norms of profess~onal eth~cs for the 
Assoc~atlon Members 

Develop a mechanlsrn and take measures promotmg compIlance wlth the above norms 
and standards by the Assoclatlon Members 

Develop lnformatlon data bases on lssues concemmg securltles market organlzatlon 
and funct~onlng and ~ t s  part~c~pants 

Represent the interests of Association members In state power and management bodles 
of the Russian Federation 

Provlde free consultmg servlces to the Assoclatlon Members 

Take measures for develop~ng and creatlon of ~nformatlonal cornmumcation tradmg, 
sealement - and - clearlng and other systems for securlt~es transaction 

mplementatlon 

Develop standards for lnformatlon exchange between secuntles market partlclpants as 
well as between securltles market partlclpants and thud partles 
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9 lmplement current support of the technological systems bemg Implemented 

10 Develop rules and act as an arbltmtor for settlmg d~sputes between Assoclat~on 
Members and between Assoc~atlon Members and thud partles 

11  Examlne and promote ~mplementatlon of the experience of Russian and foreign 
securltles market partlcrpants 

12 Develop programs of tralnlng and upgrad~ng the professlonal skllls of Assoclat~on 
Members and other securltles market participants 

13 Prepare and lssue tramng matenals advemslng prospects, d~fferent kmds of sc~entlfic 
and technical documents, organlze publlcatlon of sclentlfic papers lectures and 
tralnlng In different aspects of ~ t s  actlvltles 

14 Cooperate wlth securltles market partlclpants who are not Assoclat~on Members as 
well as w~th  the~r unlons and assoclatlons 

15 Carry out any other actlvlty not forb~dden by the current leglslatlon of the Russlan 
Federatlon 

Members of the Assoc~atlon may be legal entltles wh~ch are accordmg to the current 
legislation of the Russ~an Federatlon securltles market professlonal part~c~pants havlng 
thelr own capital tn the amount of not less than 50 (fifty) thousand US dollars (m ruble 
equrvalent) recognmng and comply~ng with the Charter the by-laws of the Assoc~at~on 
and decrsrons of the Assoclatlon bod~es 

V Inrtrat~ve group 

To perform actlons connected w ~ t h  the development and adoptlon of necessary documents 
for settrng up the Assoc~atlon a speclal group lncludmg Interested representatives of the 
Moscow St Petersburg Novos~blrsk and Yekatermburg non commerc~al lnst~tutlons has 
been set up 

VI D ~ s t r ~ b u t ~ o n  of powers between Assoc~ahon Members and Assoclahon 

The group created should st~pulate the followmg dlstrlbutlon of powers between the 
Assocratlon Members and Assoclat~on Itself In the Assoc~at~on Charter 

I The amount of Assoclatlon entrance fee shall constttute the equivalent of five thousand 
US dollars but not less than twenty five m~lllon rubles and should be pa~d fully m 
rubles at the Central Bank of Russ~a exchange rate as of the date the dec~slon about 
adm~ss~on to the Assoc~atlon membership was made The payment shall be effected 
by transferring the amount Into the settlement account of Assoclatlon withm five 
busmess days followmg the date the Board of Directors made the declslon about 
admlssron to the Assocratlon Membership 
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2 The membership fee amount shall be the equivalent of five hundred US dollars but not 
less than two and a half m ~ l l ~ o n  rubles The membersh~p fee shall be pald every 
quarter by transfemng the full amount Into the settlement account of the Assoclatlon 
In rubles at the Central Bank of Russ~a exchange rate as of the transfer date 

3 The AssoclaDon undertakes to use ~ t s  funds and property for the charter purposes only 
and on the bass of the Assoc~atlon budget The profits of Assocratlon may be used 
only for achlevrng the purposes stipulated by the Assoc~atlon Charter and shall not be 
subject to d~stnbutlon among the Founders and Members of the Assoclatlon as the~r 
Income The funds and property asslgned to the Assoclat~on for purposehl use shall 
be spent str~ctly as desgned 

4 The Assoclatlon shall not be responsrble for the obl~gat~ons of ~ t s  Members The 
Assoclat~on Members shall bear subs~d~ary responstb~lity for the charter obl~gatlons of 
the Assoc~at~on m the amount of two percent of the amount of the entrance fee pa~d to 
the Assoclatlon 

The Assoc~at~on shall be a legal ent~ty from the tlme of ~ t s  state reglstratlon accordmg to 
the Ieglslat~on of the Russran Federatlon, have separate assets, acqulre m 1t.s name property 
rlghts and personal non-property nghts assoc~ated wlth them and bear obhgatlons may act 
as cla~mant and defendant m court, arbltratxon court, and in-house arbltrat~on, have an 
Independent balance sheet, a round seal and stamps wlth ~ t s  name, other necessary 
requlsltes registered In the establ~shed order The Assoc~atlon shall open and use ruble 
and fore~gn exchange accounts m bank lnstltutlons 

The Assoc~atlon shall be respons~ble for ~ t s  obl~gat~ons wlth the assets belongmg to ~t to 
wh~ch pursuant to the leg~slatlon of the Russ~an Federatlon clam may be made 

The Assoc~atlon shall not be responsible for the obhgat~on of the state, ~ t s  bodles and 
lnstltutlons nor the state, ~ t s  bod~es and lnstltut~ons shall be respons~ble for the obllgat~ons 
of the Assoclatlon 
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SECTION I 

GENERAL PROVISIONS 

The National Assoc~atlon of Secunnes Market Participants heremafter referred to as 
Association has been created by the decmon of founders m compllance wlth ANcle 121 

of the Clvll Code of the Russlan Federahon 

Assoaat~on is a non-commerclal o r p z a t l o n  and ~t doesn t pursue the goal of denving 
profits for chsmbuhon as income among founders and members of Assoclatlon 

Association carnes out ~ t s  actiwnes m confomty with the current legislahon of the Russlan 
Federation and the present Charter 

Associat~on IS considered to be a legal ennty from the Associatlon state regstrabon date 
according to the legslatlon of the Russian Federatlon whlch has separate property acqulres 
in its name property and denved personal non-property nghts and contracts obligations can 
act as plamtlff and defendant m the court In the outslde or m- house Arb~tration has a 
separate balance sheet, round stamp and stamps with ~ t s  name other relevant requisites 
regstered m the estabhshed order Assoclahon opens and uses ruble and hard currency 
accounts in bank msntutlons on the temtory of the Russlan Federatlon as well as outside it 
The llabtlity of Assocla~on for its obllgatlons can be enforced agamst ~ t s  property which can 
be clamed under the legslation of the Russlan Federation 
Association is not llable for obligauons of its members The members of Assoclanon bear 
subsldlary obligation as to ~ t s  liabilltles in the amount of 1% (one per cent) of the entrance 
fee pad to Assoclanon 
Associatlon 1s not liable for obhgat~ons of the State its bodles and organlzatlons equally as 
the State its bodles and organizations are not liable for obliganons of Associatlon 

Assoclation is created for an unhmted penod of ume 

Assoclatlon expands its actiwues on the temtory of the Russian Federatlon and beyond its 
borders 

The headquarters of Associat~on IS situated in Moscow Assoclation may found ~ t s  
representative offices and branches in the Russian Federation and outside ~t Branches shall 
be founded at the sites of Association members (begnnmg wlth a c e m n  number whlch 
should be not less than ten) The funcnons and powers of branches shall be Identified by the 
Provisions of the latter Provisions of Branches should stipulate at a rmnimum, the functions 
of adrmttmg new members to Assoclatlon their registration supervis~on of thelr actlvities 
and financ~al state and compllance wlth the rules and norms of profess~onal eth~cs 

Execution of branch functions may be entrusted to a regonal noncommercial organization 

(heremafter referred to as RNO ) which objects tasks and actlvities do not contradict those 
of Associat~on For thls purpose a speclal agreement should be signed whlch shall ldentlfy 
RNO powers wlth regard to Assoc~ation members as well as relationships between the 
partles includmg financial relatlonsh~ps A RNO wh~ch slgns an agreement with Assoclatlon 
shall fulfill all the functions delegated to ~t under the agreement Professional secunties 
market participants located In the RNO regon of achon may at their own discreuon be e~ther 
only Assoclatlon or RNO members or members of both organizations simultaneously The 
requirement that RNO membership 1s mandatory to jom Assoclatlon shall not be allowed 
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The full name of Assoclatlon m Russ~an 1s " H a u ~ o ~ a ~ x b ~ a ~ ~  Accomarwr Y s a m w ~ o a  
@ O H ~ O B O ~ O  Pb1HICa7' 

The abbreviahon of the name of Associahon m Russian is "HAY@OP" 

Full name of Assoclanon m English 1s the Profess~onal Assoaatlon of Secunhes Market 
Participants 

The abbrevlanon of the name of Associatlon m Enghsh ~s NAUFOR 

Legal address of Assoaatlon 1s 125195 Moscow Leningradskoye shosse 11012 room # 57 

SECTION I1 

GOALS, TASK3 AND TYPES OF ACTMTIES 
OF ASSOCZATZON 

The goal of Assoclatlon is to p r o ~ d e  condlt~ons for profess~onal secuntles market 
participants actlvlty work out professional ethlcs standards on the secunties market, 
protection of Interests of secuntles owners and other chents of profess~onal secunnes market 
parhclpants considered to be members of Assoclat~on establish rules and standards for 
secuntles transachons prov~dmg efficient actlvity on the secunties market 

Assoc~ation sets the following tasks 

Wlth joint efforts of Association members to promote standardization of pnnclples and 
practices of secuntles market part~cipants introduce norms of profess~onal ethics and 
guarantee compl~ance by members of Assoc~ation with the legslation of the Russ~an 
Federat~on In the field of secuntles market 

To elaborate and introduce rules mmed at prevention of fraudulent actions of the part~clpants 
of the secuntles market and guarantee f m  and equal pnnc~ples of trade for the benefit of 
investors 

To act as a link in the relatlonsh~ps w~th governmental and managenal agencles on Issues 
involvrng Interests of Investors and other partlc~pants of the secuntles market (circulation 
consultations and other forms) 

To contribute to a nse of self-d~sc~pline of members of Association to momtor facts of 
violation of establ~shed standards and rules and act as an arbitrator m settling d~sputes anslng 
between Assoc~at~on members and th~rd parties and Assoc~ahon members 

To prov~de mformation methodologcal, technical and legal support to Associatlon members 

In order to r e d m  ~ t s  goals and tasks Assoc~abon shall carry out the following types of 
activities 

Works out pnnclples and rules of secuntles transactions technologrcal standards instructions 
whlch are mandatory for Assoc~at~on members 
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Works out standards for secuntles transachons and supervises their compllance 

Develops a procedure to check compliance w~th  the established rules and standards by 
Associatlon members, including s e m g  up of supervision body and w o r h g  out of procedure 
for acquamtance wth results of other Assoclahon members check-ups 

Establishes Issue and regstrahon procedures used by Associauon members m secuntles 
transacuons 

Elaborates rules Ilmitmg pnce manipulations m secuntles transachons 

Sets up informatlon data bases on organmhon and functioning of secuntles market as well 
as its participants 

Represents mterests of Assoclahon m governmental and managend bodles of the Russlan 
Federation 

Provides free consulhng servlces to both members and nonmembers of Assoclatlon 

Takes measures to work out and set up mformatton, comrnunicauons tradmg settlement and 
cleanng and other systems for realization of secuntles transactlons Works out standards for 
mforrnat~on exchange among the secunhes market participants as well as among secuntles 
market particlpants and thrd pames 

2 3 10 Carnes out control over ~mplementatlon of sanctions and acuons applicable to Associahon 
members 

2 3 11 Works out rules and acts as an arbitrator m the settlement of disputes between Associatlon 
members and Association members and thlrd parhes 

2 3 13 Studies and promotes the expertise of Russian and forelgn particlpants of the secunties 
market 

2 3 14 Develops traning and professlonal slulls development programs for members of Assoclatlon 
and other part~cipants of the secuntles market 

2 3 15 Develops and publishes traning matenals advertisement brochures dxfferent types of 
scientific and technical docurnentauon organizes publication of scientific works lectures 
and tralnlng In different aspects of ~ t s  activmes 

2 3 16 Cooperates wlth particlpants of the secunues market who are not members of Assoc~ation 
as well as with thelr unlons and associations 

2 3 17 Cames out any other actlvitles not prohibited by the current legslation of the Russian 
Federation 

2 4 Assoclatlon in order to achleve ~ t s  goals and fulfill its tasks is entltled to 

get mforrnatlon on the results obtamed upon inspections of the members actlvlties 
elaborate rules and standards for professlonal activity of ~ t s  members and secuntles 
transactlons as well as supervise thelr compllance 
elaborate financial requirements for Associahon members 
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develops trammg programs and plans traxn offic~als and personnel of organizations 
carrymg out profesnonal actlwty on the secuntles market, detemune profess~onal slall 
of the persons specdied and issue quailflcabon certlf~cates to them 
open accounts in bank ~nsbtubons and other credlt organlzatlons 
set up branches (subsidianes) and representabons, 
act as a founder of other legal entmes created to perform acbwtles wh~ch do not 
contrad~ct the present Charter 
conclude any deals (except secuntles trades on behalf of Assoclatlon) assume 
obligations act on powers of attorney and Issue powers of attorney to other persons 

act as planuff m courts and arbmatron courts contest In courts and arbitration courts 
actions of other persons 
obtain ~n the establ~shed order long-term and short-term cred~ts In the bank mstitutrons 
carry out ~ t s  actlvmes In conjuncbon with other persons 
dispose of ~ t s  property and funds 
h~re  citlzens to work In the trends of its actiwties enterprises and organlzatlons on the 
bas~s of employment contracts and other civd law contracts 
have any other nghts as provided for by the current legslatlon of the Russ~an Federat~on 

SECTION III 

FOUNDERS OF THE ASSOCIATION 

Assoc~at~on 1s founded by legal entibes which enjoy full legal capaclty on the terntory of the 
Russian Federation and wh~ch are professional secunbes market participants who made a 
declslon to found ~t 

L ~ s t  of founders 

ALVO Investment company' pnvate 
Legal address 620100 Yekatennburg ul Ku~bysheva 145-59 
State regstration cert~ficate # 01842 of 11/1 1/92 

Alexandr Investment company pnvate 
Legal address 197374 St Petersburg Komogvarde~sky bulvar 4 
State regstratlon certlficate # 2473 of 23/03/93 

Bakson Invest financlal company pnvate 
Legal address 630099 Novos~birsk ul Vokzalnaya magstral 15 
State reglstratlon certlficate # 1344 of 2811 I 94 

Evro-Az~atskaya financlal company pnvate 
Legal address 630008 Novos~bwk, ul Nktlna 68 
State registration certificate # 5279 Of 12/05/94 

YERMAK Investment company publ~c 
Legal address 6 l4OOO Perm Komsomolsky prospect, 1 1 
State regstratlon certlficate # 1060 of 2711 1/92 

Incom Cap~tal publ~c financial company 
Legal address 123458 Moscow ul Tvardovskogo 23 
State reglstratlon certlficate # 579343 of 05/06/95 
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7 "IC LINK' pubhc Investment company 
Legal address 620219 Elista, ul Lenma, 249 room 505 
State regstration cemficate # 865 of 1111 1/94 

8 Interspred-Invest' financial companypmvate 
Legal address 630005, Novos~bxrsk ul Gogolya, 21a 
State regstration cemficate # 3761 of 24/05/93 

9 Cartel company pnvate 
Legal address 191065 St - Petersburg A d d t e i s k y  pr 6 
State regstrauon cemficate #1092-p of 28/10 93 

10 Lenstroimatenalyn broker company pubhc 
Legal address 191065 St -Petersburg ul MiIhomaya,8 
State regstration ceruficate # 1379 of 07/05/92 

11 Peterburgskaya investment and financial corporabon ' public company 
Legal address 190000 St -Petenburg per Gnvtsova, 5 
State regstration cemficate # 1245 of 17/09/92 

12 Promradtekhbank' JS bank for development 
Legal address 101959 Moscow ul Myasnitskaya, 351 
State regstmuon cemficate # 007838 of 27/01/92 

13 RIF Investment company public (' Development Investments Fxnances ) 
Legal address 630004 Novosibirsk uI Frunze 5 
State registration certrficate IT # 3 16 of 13/05/93 

14 SOVFINTRADE JS commercial bank pnvate 
Legal address 11361 1 Moscow ul B Yushunskaya, la, bulld 3 
State regstration certlficate # 020578 of 22/09/94 

15 Upravlyayushchaya companiya pnvate 
Legal address 620067 Yekatennburg per Tramvamy 6 
State registranon certificate # 1849 of 16/05/96 

16 Energocapital public company 
Legal address 195 197 St -Petenburg Polyustrovsky pr 46 
State resstration certlficate # 3491 of 07110193 

17 YunlTrust pnvate company 
Legal address 107392 Moscow ul B Cherhzovskaya, 9 build 2 apart 29 
State regstration certlficate # 31 1379 of 08/06/92 

SECTION TV 

ASSOCIATION MEMBERSHIP 
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Members of Association may be legal entihes which carry out brokerdealer activity as 
professional secunties market partmpants m compliance with the current legrslation of the 
Russlan Federation 
The Associahon members have all nghts and bear all responsibhes entzlllmg Associatlon 
membership whch are established by the Charter and other documents of the Associatlon 
and decisions of its bodies The Associatlon members have the same nghts and bear the same 
responsibilihes as founders of Associahon except when otherwise dlrectly provlded for m 
the legislation of the Russian Federation 

Status of a regstered person may be assigned to cihzens (phyncal persons) who in 
compliance with the Iegslatlon of the Russlan Federatlon are mvolved in brokerldealer 
activltles as professional secunhes market pmcipants Reptered persons have d l  the nghts 
and responsibrlities of an Association member except when otherwise duectly provided for 
m the legislation of the Russian Federation or decision of Association body 

Status of associated member of Assoclanon may be assigned to 
a) legal entlhes includmg credit organizations intending to carry out brokerldealer 

activitles as professional secunhes market participants, 
b) cihzens (physical persons) regstered m compliance wth  the Russian legslatlon 

as entrepreneurs who intend to carry out brokerldealer activities as professional 
secunties market parmipants 

Status of associated member of Associafion is considered to be temporary and may be 
granted only until the time a person specified is issued a special pernut-license to carry out a 
respective activity in compliance wth  the procedure established by the legslation of the 
Russlan Federation In case the issue of a license which u an indispensable condition for a 
status of Associahon member or regstered person to be obmned is refused the associated 
membership shall be t e m a t e d  in comphance with the procedure established m the 
Assoclation documents 
Associated members of Association have all the nghts and responsibditles of Assoclanon 
member except when otherwise directly provlded for in the legslat~on of the Russian 
Federation or decision of Association body 

In case Associahon membership IS canceled the powers of ~ t s  representat~ves in Association 
bodies shall be automahcally ceased 

Admission to Association membership shall be executed automatically upon application 
subrmtted by a candidate to the Association in wnhng within seven calendar days followmg 
the Association state regstratlon date only if this candidate meets the requirements of Item 
4 1 of the present Charter and IS a member of one of RNOs RNO s members who do not 
meet requirements specified m Item 4 1 of the present Charter however intend to carry out 
broheddealer actlLlt1es az professional secuntles market uartlclpants are ent~tled to apph 
within the penod specified for a status of associated member of Associatlon whlch In thls 
case shall be automatically provided 

Later on adrmssion to Association membership shall be executed upon decision of the 
National Membership Cornrmttee in accordance with the procedure established by the present 
Charter and membership rules in Assoclation 

to participate ln Association activitles 
to subrmt proposals and comments on Issues related to Association act~vlties ~ t s  
bodies and members 
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to use their membership m Associabon for advertismg m the order established by 
the Board of Directors 
to use data banks, techmcd facilibes, and systems belongmg either to the 
Association or organizauons founded by it 
to apply to the Associabon wlth mqunes related to the fulfillment by 
Assoclanon of its goals and tasks 
to leave Assoclation at the complebon of the fiscal year In ttus case it shall bear 
subsidiary responsibility for the obhgabons of Association in the amount of 1% 
of the entrance fee withm two years from the bme of rebrement 
to appeal aganst the decisions of Associauon bodies in the established order 

All members of Association shall have equal nghts 

Members of Associabon are obllged to 

observe provisions of the present Charter and by-laws of the Assoc~abon 
observe pnnciples rules and standards of the professional practices and professional ethics 
adopted by Associabon m relauon to both other Associatlon members and thud p m e s  
prevent abuse of Association membership and unfarr conduct 
consider decisions of the Council of the Association and the Board of Dlrectors mandatory 
and fulfill them 
recognize the competence of the In-House Arbitrabon of Associabon as to the settlement of 
dlsputes of civil law character which arose or may anse m secuntles transactions and 
acknowledge for this purpose the counterparty requirements to submt disputes for 
arbltration to the In-House Arbitration of Associatlon by perfomng actions stipulated m the 
Regulauons of the In-House Arbitrahon of Associabon 
pay membership fees m a timely manner 

Admssion and membership fees and other property transferred to Associatlon shall not be 
reimbursed in case of membership cancellation or expulsion from membership of 
Assoc~ation 

Expulsion from Association membership shall be effected upon a declsion of the Board of 
Dlrectors made upon presentation of the National Membership Comrmttee 
Reasons for expulsion from Assoclauon membership are as follows 

a) non-payment of membership fees dunng a quarter 
b) non-compliance by a member of Association wlth the requirements of the present 

Charter or Rules of Association 
C) non-observance by a member of Association of the standards of professional 

pract~ces or norms of profess~onal ethics establ~shed b\ Association 

The llst of reasons given here is cons~dered to be exhaustive 
The rule of voluntary resignation from Association (Item 4 6 of the present Charter) shall be 

oations applied in relation to responsibility of a member expelled from Association for obll, 
of Associat~on 

SECTION V 

ASSOCIATION BODIES 

5 1 Association bodies shall be as follows 
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General meehng of Associat~on members - 1 e Associatlon Council 
Board of Duectors 
President of Associahon 
Aud~t c o m t t e e  
In-House Arbitration of Associatlon 
Natlonal Comrmttees 

Council of Associat~on 
The h~ghest body of Associat~on is the General meebng of Associahon - the Associat~on 
Council which Includes all members of Assoclabon 

The Assoc~at~on Councll shall 
Make alterahons of and amendments to the Charter of Associat~on 

Approve the pdel ines  for admssion to and expulsion from the Assoc~at~on membership 

Approve the lnitlal amount of admss~on and memberstup fees and make decis~ons on their 
m s e  

Approve long-term and current schedules of Associahon actlvibes 

Approve the Provis~ons of the Board of Directors and form the Board of Duectors 

Elect members of the Audit C o m t t e e  

Approve nomnees for the President of Associahon and hdher  depubes 

Hear and approve reports of the President of Assoc~ation the Charman of the Board of 
Drrectors and the C h m a n  of the Audit Cornrmttee 

Approve the Provis~ons and Regulations of the In-House Arbitrahon 

5 2 10 Approve the arbitrabon panel of the In-House Arbltratlon of Association 

5 2 11 Approve the mam rules and pnnclples of profess~onal practices and professional ethlcs of 
Associatlon members 

5 2 11 Approve documents conmnmg all lunds of administratwe measures and penalty amounts 
Imposed by Association on its members 

5 2 13 Make dec~slons on reorganization or llquidabon of Associat~on 

5 2 14 Performs other funchons sbpulated in the present Charter and le,d documents of the 
Assoc~at~on 
Assoc~at~on Council meebngs shall be convened by the Board of Directors no less than once 
a year A meeting of the Associahon Council shall be considered valid ~f no less than half of 
Association members are represented and if documents confimng that all members of 
Association have been not~fied about convocation of the s a d  meeting are avalable on the 
date of the Assoc~ation Council meetmg The interests of a member of Assoc~atlon in the 
Assoc~at~on Council shall be represented on the basrs of a power of attorney issued In the 
established order Advance notlce on a meeting should be given no later than 15 days before 
the meeting date Introduction of Items into the agenda of an Association Council meeting 
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shall be mitlated by the Board of Directors Aud~t Commssion as well as Association 
members constituting no less than 20% of all Assoclatlon members 

An extraord~nary meetmg of the Assoclahon Council may be convened by a dec~s~on  of the 
Aud~t C o m s s i o n  Board of Dlrectors made at the meetlng by a simple majonty of its 
members or at the request of not less than 20% of the total number of Assoclation members 
Agenda for an extraord~nary meehng of the Associat~on Council shall be comp~led by the 
mtiator of the meetlng and cannot be changed 

At the meetlngs of The Associahon Council each Associatlon member shall have one vote 
Associated members of the Assoc~ahon attend the meetmg of the Assoc~at~on Counc~l with a 
consultatwe vote Decisions of the Association Counc~l on Issues stipulated by Items 5 2 1 
and 5 2 2 of the present Charter shall be made by a two thirds majonty of Assoc~ation 
members present at the meetmg An Associatlon Council decis~on on over-nding a veto 
Imposed by the Board of D~rectors may be taken by a two th~rds of the Assoc~at~on Councd 
members present at the meetmg 

Decls~ons on Issues related to professional aspects of the actlvltles of members of 
Associat~on are taken baslng on a conclusion of a respecbve Nat~onal C o m t t e e  

5 3 In the penod between sessions of the Counc~l of Assoc~atlon the Board of D~rectors shall 
run the actlvltles of Assoclation The Board of Dlrectors shall consist of the Chaumen of the 
Natlonal C o m t t e e s  and Heads of legal entlhes - Assoc~abon members elected at an 
Assoc~ation Councd meetmg from among the most authontatlve and active representahves of 
legal entitles - Assoc~ahon members The Board of Drrectors shall conslst of no less than 
seventeen members elected for a penod of one year 

The first composition of the Board of D~rectors shall be formed from among RNO 
representatives (no less than seventeen members) based on the pnnc~ple of crossed regonal 
quotas Accord~ng to the sad  pnnclple elght seats shall be reserved for PAUFOR members 
and nme seats for the Un~fied Trading System Ural Assoaatlon of Financ~al BrokerDealers 
and Assoclation of Dealers of Sibena, I e three seats per each The Charmen of the National 
C o m t t e e s  (except Charman of the Natlonal D~scipl~nary C o m t t e e )  are considered m the 
framework of regonal quotas dependmg on whether the legal entltles wh~ch they represent 
belong to one of the above ment~oned RNOs The procedure for nomnatmg members of the 
Board of Directors of Associat~on shall be Identified by each RNO mdependently RNO 
members are recommended to prov~de for representation of different types of profess~onal 
secuntles market participants withm the framework of each quota 
The formrnp procedure and number of members for the next composmon of the Board of 
Dlrectors shall be determmed In the present Charter and Prov~s~on of the Board of Duectors 

Board of Directors shall 

dlspose of the property and funds of Assoc~ahon 
convene the Council of Assoc~ation for ordmary and extraord~nary meetlngs 
approve the budget of Association 
make dec~sion on reduction of the amount of adrmss~on and membership fees estabhshed 
by the Associatlon Council 
approve membersh~p rules of Assoc~atlon developed on the bass of basic membersh~p 
principles accepted by the Assoc~at~on Council 
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make declslons on expulsion from the members of Assoclahon 
approve the by-laws of activities of Assoaahon rn the order stipulated in the present 
Charter Provrslons of the Board of Dlrectors and Natlonal Comrmttees 
control over comphance with Assoclatlon rules by members of Assoclanon 
establ~sh requuements for nomnees for the President posrhon and hisfher deputles carry 
out prelrrmnary selectron and submt the nomnees for the Council of Assocratron 
approval 

0 control the actwltles of Presrdent of Assocratron hrs deputles and m case of necessity 

suspend theu powers 
approve the staff of Assoclatron 
make decrsions on creatmg Natlonal Comrmttees of Assoclatlon and approve the 
appointment of thelr Chamnen 
hear and approve reports of Natlonal Comrmttees Charmen 
approve regulat~ons on Natlonal comrmttees wrth subsequent mandatory approval by the 
Assoclatlon Councd 
hear and approve reports by Chamnen of Nanonal comrmttees 
make decisions on creatlng representation offices and branches 
make decls~ons on creatmg legal entmes by Associat~on wrth a subsequent mandatory 
approval by the Association Council 
appoint Independent audrtor, 
carry out other functions m confomty wlth the present Charter and decisrons of the 
Assoclanon Councll 

According to the general rule Board of Duectors meetlngs are considered to be valid m the 
case if no less than half of its members are present Board of Drrectors declslons shall be 
made by a simple majonty vote The Board of Duectors members compnslng totally one 
thud of the votes shall have the nght to veto any decrslon of the Board of Duectors A veto 
may be over-ndden by a decrsion of the Board of Duectors Representat~on of the Interests of 
a member of the Board of D~rectors at a Board of Drrectors meetlng shall be based on a 
power of attorney ~ssued to a representative of any Assocration member m the established 
order 
Declsion on expulsion from Association membership shall be made exclusrvely upon 
presentatron by a respectwe Natlonal C o m t t e e  approved by a two thuds majonty of ~ t s  
members 
In case the expulsron dec~sion is vetoed ~t may be over-ndden by a recurrent ballot at the 
next meetlng however not earlrer than fifteen days pnor to the meetrng of the Board of 
Directors 
The Board of Drrectors shall independently ~dentlfy the order of sesslon organmtron and 
decrslon malung procedure and elect Charman of the Board of Duectors from among its 
members for a term of one vear 

The Chairman of the Board of Duectors shall 

prepare meetings of the Board of Dlrectors and preside over them 
fulfill other functions env~saged by the present Charter decisions of the Councrl of 
Assocrat~on decrslons of the Board of Directors or the by laws of Assoclat~on 

5 4 Assocration Presrdent 
The Pres~dent shall act on the basis of an employment agreement concluded by the Board of 
D~rectors and be guided by the present Charter decrsrons of the Councrl of Assocrat~on 
Board of Drrectors and the rules of Assoc~ation 
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The President of Assoclation shall 

act on behalf of Associanon w1th111 hls competence wthout a proxy hspose of 1s 
property and funds wlthin the limts established by the Board of Duectors represent it in 
state power and management b d e s  and in relationships w t h  thud parties both in the 
Russian Federat~on and abroad, 
provlde for the implemenmon of the declsions of the Board of Directors as to the 
management of the property and funds of Assoc~ation 
develop a draft budget of Assoclanon 
develop current and future plans of Assoclanon acnvlnes and subrmt them for the 
Associanon Councll approval 
participate m the meetings of the Associanon Council and Board of Directors with a nght 
to consultative vote, 
supervise activltles of the Admn~strahon of Associatlon 
on behalf of Associanon conclude contracts lncludmg employment contracts 
recruit and d~smiss employees of Assoclanon 
report to the Board of Directors and the Association Councll 
bear responslblllty for inforrmng all Assoclanon Councll members about declsions made 
by Associanon bod~es and control over theu compliance 
bear responslbil~ty for inforrmng Assoclation members about regular and extraordmary 
meetlngs of the Associanon Councd 
perform other functions in compliance with the present Charter declslons of the Councll 
of Assoclanon and the Board of Duectors 

Audit Committee 

The Audit Cornmssion shall be a controlling body of Assoclatlon accountable to the 
Associatlon Councll and cany out Internal audlt in the Association 

The C o m s s i o n  shall supervise adrmn~stratwe and fmanclal actlvlties of the President 
Adrmnlstratlon as well as use of the budget and asset of Assoc~ation The C o m s s i o n  shall 
subrmt to the Councll of Assoclation a report on the fmanc~al activities of Assoclanon at least 
once a year The formation procedure term of office operational rules for the Audlt 
Commssion performance and requirements made to its members shall be estabhshed by the 
Board of Directors and approved by the Assoclatlon Councll 

In-House Arbltrat~on of Associatlon 

The In-House Arbitration of Assoc~at~on shall be set up bv the declsion of the Assoc~atlon 
Counc~l and shall act on the basis of its Provrsions and Regulations The Pro\lslons and 
Regulations of the In-House Arbitration of Association shall be approved by the Associatlon 
Council 

Natlonal Committees 

National C o m n e e s  shall be set up In order to work out rules of the Assoclation norms and 
standards of profess~onal practices of ~ t s  members methodologcal recommendatlons 
instructions as well as to solve other Charter tasks of the Assoclation 
The following Commttees shall be established m the Association 

Natlonal Trading Cornmttee 
- Nat~onal Llsting Comm~ttee 
- Nat~onal Information C o m m e e  
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- Natlonal Fmancial- and- Operational Comrmttee 
- Natlonal Regulations Comrmttee, 
- National Membership Comrmttee 
- Natlonal ~ l s c i ~ l m &  Comrmttee 

The Board of D~rectors has the nght to set up other Nauonal C o m t t e e s  Natlonal 
Comrmttees (except National Tradmg and Natlonal Dlsclplrnary Comrmttees) shall be 
established on the basis of equal representatlon of RNOs National Comrmttees (except for 
Trading and Listlng Comrmttees) shall be set up from among representatives of an 
Association member having access to the Tradmg system in the deal~ng mode (heremafter 
referred to as Trading participant ') w l h  the first year from foundation date of Assoaatlon 
unless otherwse provided for m the present Charter or a Comrmttee Provision 
Later on terms of office fonnat~on procedure and actlvitles of Nabonal Comrmttees shall be 
detemuned m compllance wlth the Provisions for Natronal Cornmttees of Association and 
relevant provisions developed for each of them 
According to the general rule declsions at Nabonal Commtttees meetmgs shall be made by a 
simple majonty of votes Dunng the fmt  year from Associahon foundation date ~f 
representatives of members of a w m u m  two RNOs dsagree with a decision made by the 
National Comrmttee either of them shall have the nght to requlre for the Issue to be 
considered at a Board of Directors meetmg 
The Natlonal Comrmttees may recrult experts to participate In their work 

5 7 1 Natlonal Tradlne Commttee 

The first composition of the Natlonal Tradmg C o m t t e e  shall be formed wlthln one calendar 
month from the state regstratlon date of Assoclatlon for a penod of one year It shall be 
formed proportionate to a number of Trading System partmpants who have access to the 
Tradmg System in a dealing mode and are regstered in each RNO The Natlonal Tradmg 
Comnuttee shall also lnclude representatwes of Tradmg Participants hav~ng access to the 
Trading System in the query mode (heremafter referred to as Non-Trading Participants ) 
one representatlve from each RNO The first composition of the Natlonal Tradlng C o m t t e e  
shall be represented by the followmg Tradmg Partlclpants SIX seats for legal entltles which 
are PAUFOR members (Moscow) four - for legal entlties who are respectively members of 
the Un~fied Tradmg System Fund (St Petersburg) I e Ural Assoclatlon of Financial 
BrokerslDealers (Ekatennburg) and Association of Stock Dealers of S~bena (Novosibirsk) 
two seats for each respectively Later on (at the expiration of one year) the National Tradmg 
C o m t t e e  shall be formed by the Councll of Assoclation from among the most authontatwe 
and active representatives of organizations - members of Assoclation 

4t hatlorial Tradln: Cornrmttee rneetinps declsions on matters pertalnlng euclusnelv to the 
actlvltles of Tradlng Partlclpants shall be made only by Tradlng Partlc~pants and only by two 
thlrds of majonty votes Decisions on questions touching upon the interests of all 
partlclpants of the Tradmg System shall be made by a simple majonty of votes with one 
Trading Representatwe and one Non-Trading Representative from each RNO talung part m 
the voting 

Nat~onal Dlsci~hnan, Comrmttee 

5 7 2 The Natlonal Disc~plinary C o m t t e e  shall be formed by the Board of Duectors w~th  the 
purpose to control over compllance by the Assoclation members w~th the decis~ons of 
managenal bodles of the Association Charter requirements Charter agreement and other 
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legal documents of the Assoc~ation estabhshing nghts and obIigations of the Assoclation 
members 

The Chalrrnan of the Natlonal Disciplinary Comrmttee shall be an employee of the 
Assoc~ation 

The formation procedure case conslderatlon procedure powers of the Charman of the 
D~sclplinary C o r n D e e  and Dnciphary Actlons Comrmttee headed by hlm shall be 
detemned in the Prov~slons of the Natlonal Disciplinary Comrmttee approved by the Board 
of Directors 

SECTION VI 

SOURCES OF FORMATION AND USE OF THE FUNDS 
AND PROPERTY OF ASSOCIATION 

6 1 The property of Assoclation shall be formed when it is created by its founders and is 
replenished from the adrmssion and membership fees of Assoclation members as well from 
other sources allowed by the legslation of the Russian Federation 

6 2 Associatlon has the followmg sources of fundmg 

membership fees and other regular or lump-sum revenues from the founders members of 
Associatlon and thud partles 
voluntary fees and gfts, 
other revenues in compliance with the Russian Federahon legslatlon 

6 3 The earnmgs of Assoc~atlon recewed from activmes of a legal entity whose founder is the 
Assoclatlon may be used only for achieving the goals as defined by the present Charter and 
shall not be subject to distribution among the founders and members of Assoclatlon as their 
income 

6 4 The funds and property of Assoclatlon shall be spent only for the purposes outllned by the 
Charter and m compliance with the budget approved by the Board of Directors 

6 5 The funds and property transferred to Association for purposeful use shall be spent stnctly as 
planed 

SECTION VII 

ORDER OF INTRODUCING CHANGES OF 
AND AMENDMENTS TO THE CHARTER OF ASSOCIATION 

7 1 Changes of and amendments to the Charter of Assoclat~on may be submtted to the Councd 
of Assoclatlon for approval by the Board of Duectors or by not less than 25% of the 
Assoclation members 

7 2 The regstratlon of changes and amendments to the Charter of Associatlon shall comply with 
the current legislation of the Russlan Federation 
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SECTION MII 

ACCOUNTING AND ACCOUNTABILITY OF ASSOCIATION 

8 1 Associat~on shall perform book, operahonal and stat~strcal accountmg and accountabil~ty m 
the order established by the current legslahon of the Russlan Federation The annual balance 
sheet of the Association shall be confirmed by auditmg w~th  the results be~ng comrnun~cated 
to all members of the Associatron at the meetmg of the Associatron Council 

8 2 Associat~on shall bear respons~b~lity for the safety of documents (governance financial and 
economlc staff documents and others) 

8 3 The fiscal year of Assoc~ation is deemed to begm on January 1 and end on December 31 of 
the calendar year 

TEZWINATZON OF ASSOCIATION ACTNZTZES 

9 1 The reorganization (merger take over split-off dlv~slon transformation) or liqu~dat~on of 
Assoc~ation shall take place accordmg to a declslon of the Council of Assoc~atlon or a court 
order 

9 2 In the case of reorganizahon of Associat~on all ~ t s  nghts shall be transfemd to its successor 
(successors) 

9 3 The hquldation of Assoc~at~on shall be performed by a L~qmdation Comrmss~on set up by the 
body wh~ch made declsion to hqudate it 

9 4 When liquidating Assoc~at~on the following pnonty of settlement with creditors shall be 
implemented in compl~ance with the current leplation of the Russ~an Federat~on 
The assets renmned shall be d~smbuted according to the decision by the Council of 
Assoclat~on either to other nontomrnercial ~nstltutions or for purposes s ~ m l a r  to those of the 
Associatlon in no case shall be dismbuted among members (founders) of the Associatlon 

9 5 All the documents of Assoaatron (governance financial-econormc staff documents and 
others) shall be transferred m the order establ~shed by the Assoc~ation Council to the 
organrzat~on successor and In the absence of such to the archnes of the Mosporarchn 
association for state custody 

9 6 The liquidation is deemed to be complete and Assoc~at~on temnated upon entenng a 
respectwe record thereof in the State Ledger of Legal Entities 

SIGNATURES OF FOUNDERS 
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Trading Rules of NAUFOR 

The present Rules d e t e w e  the procedure and terms of trade conclusion and execution 
between NAUFOR members 

The present Rules have been worked out on the basis of the current legslahon of the Russian 
Federauon NAUFOR foundation and other documents, decisions of the NAUFOR Board of 
Directors and Tradmg Cornnuttee 

The following terms are used m the present Rules 

'TAUFOR techmcal corporahon (TC)" - orgaruzahon which is the owner of the Russian 
Tradmg System 

'?2ussian Tradmg System (TS, RTS)" - an aggregate of hardware software data bases own 
telecommunication facilities other equpment which provlde funchonmg of the OTC securities 

market, 

"tradmg sess~on" - tradmg hours from 11 00 hll 18 00 Moscow m e  on business days for 
Novosibirsk and Yekatennburg - from 11 00 hll 17 00 Moscow hme on busmess days 

"NAUFOR member"- organlzahon - member of Natlonal Association of Stock Market 
Participants 

"query only mode - the RTS workmg mode which enables the user to have information of all 
asks and bids however doesn t allow h m  to display hls quotes m the TS or report trades 
effected by him 

"dealmg mode" - a workmg mode in the RTS which enables the user to have informahon on 
all asks and bids and allows hlm to display h s  quotes m the TS and report trades concluded by 
h m  

"dormahon parhclpant" - a NAUFOR member havmg access to the TS m dealmg mode 

''trade part~clpant"- a NAUFOR member havmg access to the TS in dealing mode 

"trader" - an employee of the NAUFOR member authonzed by the latter to display quotes to 
mitiate trade conclusion and conclude trades 

quote , one-slded quote" bid or ask contaming the Issue ID and major conditions of the 
trade 

"two s ~ d e d  quote" - simultaneous display of bid and ask for a secunty of one issue 

''md~catwe quote" - a quote that does not imply any c o m t m e n t  of a person who displayed it 
to conclude a trade m the order and under conditions stipulated by the present Rules and his 
quote 

'%rm quote'' a quote that ~mplies comrmtments of a person who displayed it to conclude a 
trade in the order and under conditions stipulated by the present Rules and his quote 

July 18 1996 Page -- 2 



Trading Rules of NAUFOR 

"pnce" - digital expression of the sum m US dollars whlch a NAUFOR member who 
displayed it would llke to obmn or IS ready to pay for one share of one issue 

"tradmg lot" - a c e m n  amount of SeCUnheS, whlch a NAUFOR member would lrke to buy or 
sell 

'Lamount of the tradmg lot" - a sum expressed m US dollars whlch a NAUFOR member 
would like to 0bta111 or is ready to pay for a c e n n  amount of secunhes of one issue It is 
detemned by mulhplying the pnce by one tradmg lot (amount) 

"hqmd sharesn- a list of shares approved by the declsion of the Nabonal Trading Comrmttee 
included in Appendlx #2 to the present Rules 

"major con&tions of the trade'' - pnce, secuntles amount, settlement currency settlement 
procedure (prepayment and predelivery) and number of days necessary for regstrabon of 
secunbes ownership nght transfer, considered to be a subject of the trade 

"trade uutiator" - a NAUFOR member lnlhatlng negohations with another NAUFOR 
member with the mew to conclude a trade, 

"trade" - an agreement, which Subject 1s buylsell of secunhes 

"party of the trade" - a NAUFOR member who Intends to conclude or has concluded a made 

"regstered tradey'- a trade &splayed m the TS by one party and approved by another a trade 
assigned a "COM" status 

"counteragent" - in the present Rules a legal entity for whom a NAUFOR member acts as an 
agent also be~ng a legal enhty which is controlled by a NAUFOR member 

'?)CC" - Depository-cleanng company 

"Enforcement DlrectoF- a regular NAUFOR employee providing control over compliance 
with the requirements of the present Rules and other NAUFOR normatwe documents by the 
NAUFOR members 

"system operator'' - a regular TC employee providing everyday control over the system 
funcrloning 

"matunty date7'- a day when financial resources were drawn from the Buyer s bank 
correspondent account 
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SECTION I 

QUOTATIONS 

Quotes m the TS may be &splayed only by a trade parhclpant 

A trade part~clpant under whose name the quote 1s dlsplayed m the TS 1s cons~dered to 
be the TS partlclpant who dlsplayed the quote m the TS 

Dlsplay of a quote m the TS by a trade part~clpant dunng a tradlng sesslon ~mplles 
undertakmg by hlm of an obhgauon 

a) to conclude and execute a trade 

b) to guarantee ~ t s  conclus~on and proper execubon m the order and under cond~hons 
shpulated by the present Rules 

Except cases stlpulated apart by the present Rules all quotes m the TS dunng trading 
sesslons shall be firm for all trade participants 

Requrements to quotes are stated In Item 1 and 2 of Appendlx 2 to the present Rules 

In addltlon all the quotes In the TS shall obhgatory contam one of the followmg 
symbols of the trade payment currency 

- B - denohng that settlements may be effected exclusively In Russlan roubles or 

- S - for settlements exclusively m US dollars or 

- J - for settlements m any currency (Russlan roubles or US dollars) wlth regard to 
the requlrements of the current legdatlon of the Russlan Federauon the payment 
currency 1n thls case 1s determmed bv the trade muator 

Cond~tlons specified In the quote are cons~dered to be such conditions that remamed In 
the TS user terrmnal of a trade inltlator at the startlng moment of negouatlons 
concernmg trade conclusion 

Reference of a trade participant who dlsplayed a quote in the TS at the starting 
moment of negotlatlons to the fact of concluding a trade wlth another trade pmclpant 
In thls quote and to the lack of tlme m thls connection to change hls quote IS admtted 
only ~f a dlsplay of a two-nded trade report 1s confirmed by the C h m a n  of the 
Dlsc~plenary Committee 

The TS participant under whose name this quote u advertised m the TS shall be 
responsible for the conforrmty of quotations m the TS to the requlrements stlpulated 

When a TS part~clpant dlsplays quotes m the TS dunng the tradmg sesslon he 
undertakes comtments  to conclude a transaction or guarantee ~ t s  proper execution In 
the order and under condltlons stlpulated In the present Rules 
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SECTION 11 

TEMPORARY RELEASE FROM RESPONSIBILITIES ON 

QUOTATIONS IN THE TS 

Dunng a trading session a trade parhapant may be temporarily released from 
respons~biliues ansmg from the quotations displayed by him m the TS ~f only 

2 1 1 use of the TS is hampered or impossible due to technical faults of the TS itself 
or ~ t s  terrmnal and 

2 1 2 he mfonned the system operator or Enforcement Dlrector of a NAUFOR 
representattve office about ~t m any possible way 

The tlme regstered by the TS operator in the TS log is cons~dered to be the time from 
which the TS participant is released from responsibihties ansmg from the quotatrons 
dlsplayed by him m the TS 

Should a srtuation supulated m Item (1) of Artlcle 2 1 of the present Rules occur a TS 
operator upon receipt of the message shall wthdraw all his quotes 

For any trade parhclpant quotations of other trade part~crpants are fm d u n g  the 
whole penod of his release from responslbllities on the quotations dlsplayed by him m 
the TS however the latter in concluding a trade with h ~ m  shall have the nght to 
establish a comrmsslon amount of the total trade amount 

Upon termmatron or removal of causes resulted in the dficulty or unavalablllty to 
use the TS a trade part~cipant shall immediately inform the TS operator about ~t and 
after that the penod of his release from responsrbilitles under the present Rules on the 
quotatlons m the TS termnates and he shall bear responsibility for the quotatlons 
required to be displayed 

Any messages stipulated in the present secuon shall be entered m the TS by the 
operator withln five mmutes after their amval 

SECTION 111 

TRANSACTION CONCLUSION IN THE TS 

Unless otherwise mutually agreed by the parties a settlement procedure (prepayment 
and predelivery) shall be detemned by a NAUFOR member - non-mitiator of the 
trade Dunng rradrng sessrons trades m the TS may be concluded both at rndrcarrve and 
firm quores 

A NAUFOR member - a trade lnltiator has the nght to rmmediately refuse a trade 
conclusion on prepayments terms However In case a concent 1s gven and NAUFOR 
member is offered a trade conclusion on regular terms (predehvery terms) refusal of a 
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concluded trade by a NAUFOR member is consldered to be a violation of the present 
Rules 

In case an mformaaon member havmg no access to the TS addresses a trade member 
wlth the intenhon to conclude a trade the latter is bound to report quotation dlsplayed 
by him ln the TS m case a trade partlclpant does't quote a c e m  secunty he shall act 
as a broker anf offer a trade to a trade partic~pant havlng the best quote dlsplayed ln the 
TS 

Whlle concludmg a transachon between mfonnanon member and trade partlclpaa the 
latter has the nght to establish a c o m s s i o n  amount of the total trade amount 

While concludmg a transacnon a NAUFOR member has the nght 

a) to act on his behalf and for hls own account 

b) to act on h ~ s  behalf and for hls chent s account (cornmss~on agreement) 

C) to act on behalf of his cllent and for chent's account, ln this case a NAUFOR 
member shall mdlcate his chent s name m a standard buy/seU agreement 

A physical entity may act as a counterpaQ only upon the other party concent 

In cases sapdated m Items (b) and (c) of Artlcle 3 3 of the present Rules a NAUFOR 
partlclpant shall marantee a proper execuaon of the following Items proposed by the 
counterparty 

1 requxements of the present Rules concermng transaction conclusion and 
execution as well as 

2 a11 liab~lities ansmg for hlm from the securities buy/sell agreement 

Such backmg implies an unconditional obl~gation of a NAUFOR member to execute 
instead of his counterparty all the l~abllitles of the latter upon d~rect request of the 
other party made ln case the requrements stated ln thls Article are not fulfilled or not 
properly fulfilled by the a counterparty 

At the request of one of the partles a NAUFOR member actlng bv the customer s 
instruction shall furnlsh a wntten warranty (or his bank s letter of guarantee) In favour 
of the other party includ~ng obhgauon to bear respons~bihty for compliance with all (or 
part) of the terms of the Agreement on the part of h a  customer 

The trade IS consldered to be concluded at the moment of reaching an agreement by the 
partles concerning ~ t s  major cond~t~ons 

Conditions procedure and penod of trade execuhon fixed ln the quote and ~n the 
present Rules are effectwe between the Parties by default 
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Either Party has the nght to propose changes in the condibons established in the 
quotation and under the present Rules (order procedure) of trade execution however 
has no nght to back off from theu comphance If the other Party mslsts on them 

3 7 A refusal from the trade concluded or ~ t s  Improper fulfilment is admtted only upon 
mutual concent of p m e s  or m the cases stipulated m the buy/sell agreement or other 
NAUFOR documents 

3 8 In the cases stipulated by Amcle 3 5 of the present Rules m case of a mutual 
agreement of the parties rf not stated otherwise the parties shall agn a Standard 
secunties buylsell agreement (NAUFOR Agreement) 

SECTION lv 

DOCUMENT PREPARATION, RE-REGISTRATION AND 

SE'ITLEMENT PROCEDURE 

4 1 In case of mutual agreement of the parues if not stated otherwise and a trade is 
concluded on secunbes pre-dellvery terms the following document settlement and re- 
registration procedure shall be applied 

1 The parties shall perform the below stated procedure by the end of the business 
day following the transaction conclusion day T+l - for the parties located in one 
regon and T+2 - for the p m e s  located in different regons keepmg to the 
followmg order 

the Seller shall prepare and sign a secunties buylsell agreement (Predehvery 
agreement Appendm #I) and 

submt to the Purchaser for signing the onepal of the prepared agreement and 
other documents required for the secunties considered to be the subject of this 
agreement to be re-registered 

the Purchaser shall sign (legalize) the submtted documents elther in the 
presence of the Purchaser representatne (althrn one hour) or rf not ~osslble 
later and then 

deliver them to the Seller on hls own by the end of the same day 

the Seller shall regster the Agreement keeping to the following requirement- 
registration date shall coinclde with the ameement signature date moreover to 
meet thls requirement upon hls discretion regstration may be performed pnor 
to slgning of the agreement by the Purchaser 

the Purchaser shall submt the Seller on the trade conclusion day the 
documents as well as information required for the buylsell agreement to be 
prepared 
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Reference of e~ther party to the v~olatlon by the other party of the provisions of 
the present Amcle shall not be the reason for bachg:  off from the trade or for 
cancellahon of the ameement s~rmed bv the Dames 

Resvonsrbrktv for comulrance wrth the urovrsrons o f  the Dresent Amcle bv the 
PASMP members is envrsaaed rn Suecu~l Provrsrons 

2 While executmg transactions concluded in the TS the parties shall keep to the 
followng re-regstration and settlement procedure 

re-regstranon of secuntles shall be performed by the Seller or a thud party 

re-reolstratlon venod - dependmg on the Issuer is stated in Item 4 of Append~x 
#2 to the present Rules 

re-repistratlon costs (overheads mcluded) - shall be pad  by the Seller 

matuntv date - (the day the funds are w~thdrawn from the Purchaser s bank 
correspondent account) with111 two banlung days following the subrmssion day 
the document (fax mcluded) certlfymg re-regstrabon of secunties in the name 
of the Purchaser but not earlier than T+3+n where n - is re-regstration time 
for the secunties considered to be the subject of the Agreement, unless 
otherwise stated by the parties 

3 The Purchaser shall subrmt to the Seller a copy of the payment document (by fax 
or on his own) pnor to expirahon of the trade execution time The Buyer has the 
nght to requue and the Purchaser shall submt the aforesad document w~th the 
ongml execunon mark made by the bank 

4 In case the Seller fa ls  to receive money on his settlement (current) account on the 
T+n+4 day - for the partles located m one regon and T+n+5 - for the regons 
located in different regons he has the nght to requue and the Purchaser 
undertakes to submt a document confirrmng withdrawal of the funds from the 
Purchaser s bank correspondent account 

In case of a subsequent search of the money undertaken by the Seller the 
Purchaser on his part shall take all reasonable actions avrulable to h ~ m  

In case a trade is concluded on the prepayment terms and ~f not othemise 
mutually agreed by the partles the following document issue Settlement and re 
registration procedure shall be apphed 

4 2 In case of mutual agreement of the parties d not stated otherwise the trade is 
concluded on prepayment terms the following document settlement and re- 
registration procedure shall be applied 

1 the partles shall perform the below stated procedure by the end of the busmess day 
following the transaction conclusion day T+l - for the parties located In one 
reg~on and T+2 for the parties located In d~fferent regons keeping to the 
followmg order 
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the Seller shall prepare and sign a secunties buylsell agreement (pre-payment 
agreement, Appendvr #la) and 

submt to the Purchaser for signmg the ongrnd of the agreement prepared by 
h m  

the Purchaser shall sign the subnutted documents either m the presence of the 
Purchaser representatwe (withm one hour) or d not posslble later and then 

delwer them to the Seller on h s  own by the end of the same busmess day 

the Seller shall register the Agreement keeping to the followmg requuement- 
the registration date shall coinc~de with the ameement sipnature date 
moreover to meet this requirement, upon h s  discretion rewtrauon may be 
performed pnor to slgnmg of the agreement by the Purchaser 

2 The Purchaser shall pay the agreement amount and notlfy the Seller of the payment 
effected the next day followmg the agreement signature date T+2 (T+3) by faxing 
a copy of the payment order wth the bank execubon mark being made 

3 The payments shall enter the Seller s bank correspondent account the next day 
followng the day of payment (for PAUFOR members In concluding transacbons 
between themselves) and the third day of payment (for the rest NAUFOR 
members) T+5 (T+6) 

4 The Seller upon payments receipts on his bank correspondent account, shall 
undertake secunties re-regstratlon The time requ~red for secunties re-regstratlon 
shall be established m compliance with Item 4 of Appendlx #2 

5 In case the Seller falls to receive money within the bme specified m Item 4 2 (4) 
he shall have the nght to requue and the Purchaser shall submt a document 
confimng withdrawal of the funds from the Purchaser s bank correspondent 
account 

Any reference of either party to the violabon by the other party of the provisions of 
Article 4 1 or 4 2 shall not be considered a reason for backmg off from the trade 
or cancellation of the agreement approved by the p m e s  

In case a slgnmg of the agreement is suspended due to the v~olat~on by one of the 
partles of the provisions of h c l e  4 1 or 4 2 the guilty party shall be liable to 
pay the other party the amount equivalent to 0 5% of the trade amount per each 
exceeding the tlme lirmt 

4 3 In case elther of the parties frvls to slgn the agreement wlthin 10 days after trade 
conclus~on the other party shall have the nght to reject the trade with the penalty 
equivalent to 20% of the trade amount to be pad by the party in fault 

The agreement not signed withm 30 days after trade conclusion date 1s cons~dered to 
be cancelled and the gullty party shall be liable to pay a penalty in the amount 
equivalent to 100% of the trade amount 
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4 4  Upon mutual agreement of the parties reached not later than the transaction 
conclusion date re-regstranon of secunties which are the subject of the transaction 
may be entrusted to a thud party However ~t does not denote release of the parties 
from theu responsibility for urnely and proper preparation of document. for re- 
registranon or settlements and comphance with the other terms of the trade 

SECTION V 

TRANSACTION REPORTING 

5 1 The TS part~cipants shall enter in the TS the reports on all transactions effected by 
them between themselves on the secunhes approved for l~stmg wlthin the TS Pnce 
amount of secunties settlement date counteragent s name as well as reference to DCC 
shall be mdicated m the report m case DCC reregsters secunties 

5 2 In compl~ance wth the TS requuements the report m the system shall be entered by the 
Seller The Purchaser on h ~ s  part shaIl enter confirmanon 

SECTION VI 

TRADE REGISTRATION PROCEDURE IN THE TS 

6 1 A trade shall be regstered in the TS withm ten nunutes after a trade conclusion 

6 2 The following trade regstranon procedure is established frrst the Seller shall enter a 
trade report (funct~onal key F5 - TRADE REPORT) then wlthin ten m u t e s  the 
Purchaser shall compare terms of a trade entered by the Seller and confirm a trade 
(functional key 'F6 - Cornpanson ) 

6 3 Should the Purchaser in comparing a trade reveal that even one of the terms entered is 
wrong he shall immediately lnforrn the Seller of the occurance and enter a proper 
trade report (funchonal key F5 - TRADE REPORT ) The Seller shall delete a wrong 
trade and confirm a trade entered by the Purchaser wlhn ten rmnutes upon nonce 
recerpt (functional kev F6 - Cornpanson ) 

6 4 In case the Seller fads to report a trade in ten rmnutes as of the trade conclusion time 
the Purchaser shall be assigned the pnonty nght to enter a trade report 

SECTION W 

RESPONSIBILITY FOR VIOLATION OF THE RULES 

7 1 The responsibility for violanon of the present Rules 1s deterrmned by the Code 
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The P m e s  are temporarily released from responsibility for wolation of their 
obhgations under the present Rules or the agreement m case of the Acts of God (force 
majeure) 

The Acts of God (force-majeure circumstances) mclude the cucumstances wh~ch 
occurred after signing of the secuntxes buyfsell agreement, 1 e those which 

1 can not be foreseen 

2 effect but can not be prevented with the reasonable acbons of the due party based 
on the open mformabon 

3 make it impossible for either of the parties to fulfill its obligations relatrng to 
transactxon, 

4 occur due to 

closure of the shareholder s resster 

standard acts decisions or mstructxons enforced by the state authonties 

stnkes social nots military acbons 

flooding earthquake fire and other natural calmties beyond the reasonable 
control however officially accepted as force-majeure 

In case of undue fulfilment of any obhgabons by e~ther of the Parues the other party is 
allowed to deduct a penalty or fine of the trade sum subject to payment excusively 
upon wntten consent of the parties drawn up as additional protocol to the Secuntles 
BuyfSell Agreement 

TS participant s refusal to transact with CSFB or CSFB refusal to transact with a TS 
participant on the condibons different from standard is not recognized to be a refusal 

SECTION VIII 

URGENT MEASURES PROCEDURE 

8 1 Urgent measures imply actions dlrected at the protection of interests of all TS 
participants and investors from the point of view of compliance with mutual 
obligations NAUFOR standard documents and the current legslation of the Russian 
Federation 

8 2 Urgent measures may include a temporary suspension of trading rn the RTS 
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Urgent measures may be taken upon the decis~on of the NAUFOR Board of Dlrectors 
made by 75% of the Board of D~rectors members The results of the vomg should be 
confirmed by a member of the Board m wntrng (by fax mcluded) 

The dec~sion shall mandatory mkcate the reasons for urgent measures t a h g  their 
character and valid~ty penod 

If ~t is necessary to extend the valid~ty penod of urgent measures the decis~on is made 
in the order stipulated for the~r  imposition 

Urgent measures terrmnate 

0 automabcally - upon expiration of the penod for whch they were taken 

in any other case - by the majonty of votes of the Board of Directors members 

The results of the votlng (Item 8 3 , 8 4 )  should be confirmed by a member of the 
Board of D~rectors in wntmg (by fax included) 

The decision shall be ~mrndately brought to the notlce of all the parhes concerned 
Charman of the NAUFOR Board of Dlrectors IS respons~ble for inforrmng 

SECTION M 

INTERPRETATION OF THE RULES 

Interpretation of the Rules shall be made by the NAUFOR D~sciplinary committee 

SECTION X 

CHANGES AND AMENDMENTS PROCEDURE 

The text of the present Rules as well as Appendlx I can be chanyed and amended onlv bv 
decislon of the hAUFOR Board of Dlrectors 

Any changes or amendments to Appendix 2 can be made at the Natlonal Trading cornuxuttee 
declsion in accordance w~th  the established procedure 
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APPENDIX # 2 

The present Appendix is worked out based on the Rules of Trade and is considered to be its 
mtegral part 

1 Dunng the tradmg session the followmg requirements are established for all TS 
quotations 

A Mmmum amount of the trading lot for all quotations displayed m the TS shall be 
no less than 5000 (five thousand) US dollars 

B Dunng tradxng sessions a TS partlcipant shall conhnuously keep mnrmurn three 
one-sided quotes 

C Maximum spread withm asks and bids shall not exceed 10 (ten) percent of the ask 
and b ~ d  (or quotes m the first lme of the &splay m case the best quote of the gven 
secunty is one-sided) The ume the quote 1s displayed 1s of no importance A 
NAUFOR member whose TS quotauon exceeds the stipulated bounds after 
another partlcipant displayed hls quotation shall elther change ~t in compliance 
wlth the present Rule or withdraw ~t (For example If the best bid is 10 and the 
best ask - 14 the rest quotations shall be ullthin the following hmts b ~ d  - no less 
than 9 ask - no more than 15,40) 

D Dependmg on quote pnce displayed for a c e m  secunty a trading lot shall be 
multiple to 

in case a one secunty pnce 1s less than 1 USD 

in case a one secunty pnce is higher or equlvalent to 1 USD but less than 10 
USD 

In case a one secunty pnce is higher or equivalent to 10 USD but less than 100 
USD 

m case a one secunty pnce 1s hlgher or equlvalent to 100 USD 

E A pnce for the quotation displayed shall contaln no more than three dlg~ts e g 

2 Dunng tradmg sessions the mnlrnum amount of a trading lot for all quotes displayed 
w~thin the TS for the shares listed below shall be no less than ten thousand USD 

1 Rostelecom 12 Noyabrskneftegaz 

2 Mosenergo 13 Surgutneftegaz 
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3 Komineft 

4 RAO EES 

5 Nonlsky N~kel 

6 Kamaz 

7 LukO11 holdmg 

8 Irkutskenergo 

9 Purneftegas 

10 Yuganskneftegaz 

11 Tomskneft 

14 Chernogorneft 

15 Kondpetroleum 

16 Dalnevostochnoye parokhodstvo 

17 MegIomeftgaz 

18 Nievartovskneftgaz 

19 Orenburgneft 

20 S -Petersburg telephonnaya set 

2 1 Varyeganneftgaz 

Re-regstration time for all secuntles regstered In Moscow is three days (as of the 
agreement signature date) while for regonal regstrars - seven days trade participants 
displaying quotes for ' Yuganskneftegaz secuntles shall ind~cate the number of days 
requ~red for the ownersh~p nght to be transferred 

no more than 3 - for the sub-regster In Moscow 

no more than ' 7 - for the regster in Yugansk 

- - m case the initlator of the transaction (depending on his needs) can make his 
choice between the number of days specified above 

In case the number of days requ~red for re-regstratlon is exactly referenced the parties 
are not entltled to insist on the secuntles transaction requlnng d~fferent re-regstration 
tlme 

To regster the ownersh~p rlght transfer the following terms are applled to the 
secunties issuers listed below 

Surgutneftegas - no more than 10 days 

other 
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NAUFOR Llstmg Rules 

These Rules estabhsh and descr~be the procedure of access of the secuntles of Russian issuers 
to bemg traded on the Russian Trad~ng System 

These Rules have been developed pursuant to the current legislation of the Russlan Federat~on 
dec~sions of the NAUFOR (the National Assoclatlon of Secunty Market Parempants) Board 
of D~rectors and the Nat~onal Lmng Comm~ttee of NAUFOR (heremafter referred to as c&e 
Committee))) 

The follow~ng terms are used for the purposes of these Rules 

the Llst - a document contalnmg the le t  of Russian ~ssuers' secunty allowed to be traded on 
the Tradmg System In compliance wlth the order and cond~tlons stipulated by these 
Rules 

caprtal~zatton of the lssuer - an mdrcator of the current market cost of the issuer's assets 
calculated as the product of the number of security Into the maximal bld quote 
accordmg to the Russlan Tradmg System (RTS) data or the data of ten confirmed 
trades between NAUFOR members presented by the applicant 

the tradrng system - a set of cornput~ng facllities software data bases own 
telecommun~cat~ons facllities other equipment provldmg for the function~ng of the 
OTC securlty market 

f a n g  - a procedure of lncludmg secur~tles in the Llst and controlling over thelr compliance 
w~th the established requirements, 

a Trad~ng System partmpant - a NAUFOR member havlng access to the TS m the deal~ng 
mode 

a regronal Comm~ttee representatzve - a NAUFOR L~stmg Committee member 

an appltcant - a Trading System participant who inltlates access of a securlty to belng traded 
on the Tradmg System 
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SECTION I 

GENERAL PROVISIONS 

1 1 The lncluslon of a securlty In the Llst is the recogmion of the compliance of the secunty 
wlth the requlrements of respectwe NAUFOR documents diligent compliance by the issuer 
of the securlty wlth the requlrements of the current legislation of the Russ~an F 

I 2 ederat~on wlth regard to Investors (shareholders) concernmg the d~sclosure of lnformatlon 
as well as contr~butes to the solutlon of the followmg tasks 

A reveals the most open and ~nformationally access~ble Issuers 

B Increases the mvestors' ~nformatlon on the secunty c~rculatlng m the RTS 

1 2 A security can be allowed to be traded on the Trad~ng System only if ~t was listed 
according to the order establlshed by NAUFOR to be further discussed 

1 3 Llst~ng rmplles performance of the followmg actions 

fillng and cons~deration of an applicat~on for a particular secunty to be lncluded In 
the Llst, 

analys~s of cornpllance of the documents submitted wlth the establlshed 
requirements 

mak~ng a dec~sion to list the secunty, 

procedures of malntalnlng the securlty on the L~s t  

control over cornpilance wlth the establlshed requlrements 

SECTOION Ll 

COhDITIOhS FOR EISTIhG SECLWTE 

2 1 Llsted In the Tradlng System for tradmg are securltles whose lssuance for circulation 
IS regstered pursuant to the current legislation of the Russian Federatlon and whtch 
meet the following requlrements 

2 3 2 The particular securlty should be of mterest to NAUFOR members and there 
should be a poss~bil~ty for it to freely circulate In the market 

3 3 3 The Issuer s securlty reglster should be mamtained by the registrar In 
cornphance wlth the requirements of the current leg~slat~on of the Russian 
Federatlon 
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2 2 4 There should be at least one Trading System parhclpant who assumes the 
responslbll~tles to cont~nually quote the secmty for purchase and sale 

2 2 5 The total volume of the reg~stered Issue of secmty should be equal to an 
amount not less than 500,000 (five hundred thousand) US dollars and the 
issuer's cap~tallzation should account for not less than 5,000,000 (five million) 
US dollars 

THE ORDER OF FILING AND CONSIDERATION OF APPLICATIONS FOR 
LISTING SECURITIES 

3 I I The bas~s for cons~denng the questlon of h a n g  securltles shall be an 
applrcat~on m writing filed with the Charman of the Comm~ttee forwarded by 
the Applicant 

3 1 2 Documents duly certified by the Appllcant shall be submltted together with the 
appl~catlon The l ~ s t  of necessary documents 1s gwen m Append~x 1 wh~ch a 
an Integral part of these Rules 

3 1 3 The above documents shall be submltted by the Apphcant to the reglonal 
Commlttee representatwe 

3 1 4 The Appl~cant shall bear responslblllty for intentional distortion of the 
documents subm~tted In the order stipulated by the RF CC and NAUFOR 
normatwe documents 

3 1 5 The Committee is entitled ~f necessary to address state power and 
management bodies the Issuer andfor Appllcant wlth mqumes about the 
Issuer 

3 6 The order of appllcat~on consideration 

3 2 7 The reglonal Committee representatwe shall consider the documents 
submltted withln one calendar week and forward the full package of 
documents subm~tted to h ~ m  to the Commlttee Chairman 

3 2 8 The Comm~ttee 1s obhgated to make a decislon wlthm 30 (th~rty) days of the 
date of recelpt of the documents from the Appllcant, to llst or not to 1st the 
securlty 

3 3 9 In case the Comm~ttee makes a posltlve dec~slon the security shall be 
assigned a registration code and a spec~al CUSIP code ~dent~fying the Issuer 
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3 2 10 The decrszons of the Lzstzng Comrnrtree about Irstzng securrty should be 
approved by the NAUFOR Board of Dzrectors and shall come rnto force by the 
decrsron of the latter only 

3 2 11 A Commrttee dec~slon to refuse to 1st a security may be appealed by the 
Applicant m the order established by the NAUFOR procedures 

SECTION IV 

THE PROCEDURES OF MAINTAINING SECURITIES ON THE LIST 

The procedure of rnalntatntng a secunty on the List 1s to permanently control 
compl~ance wlth the condltlons stipulated In Secttons 2 and 5 of these Rules 

The execution of the procedure 1s ass~gned to the Executwe Dtrector of the Commlttee 
and by agreement wlth the NAUFOR Pres~dent, other staff employees of NAUFOR 
and 11s Techntcal Center 

The Evecutwe Dlrector of the Committee shall report the results of control to the 
NAUFOR President and Comrnmee Chatrman not less than once every two weeks 

Control over cornpl~ance wtth Item 5 1 3 shall be based on the official statlsttcal 
mforrnatlon of the NAUFOR Technical Center 

Control over cornpltance wlth Item 2 2 4 shall be based on the offrc~al lnformat~on 
publ~shed by the Issuer In accordance w~th the RF Law ((On the Secunty Markeb) as 
well as on mfonnatlon provtded by the Issuer or rts authorized person pursuant to the 
NAUFOR procedures 

The Comrnlttee IS entltled to request from the issuers and registrars of llsted securities 

mformatlon w~thtn the scope of documents listed In Appendvr 1 of these Rules and 
the RF Law ((On the Secunty Market)) 

Anv NAUFOR member IS entltled to prov~de lnfonnatlon to the Comrnlttee on 
v~olat~ons of the current leg~slatton or the NAUFOR Rules by an Issuer Deposttory or 
Reg~strar of hlts securlt\ An\ ~nformat~on ma\ be \ er~fied b\ the Comrn~ttee through 
mdependent sources 

After an adequate ver~ficatlon but not later than 1 month of the ttme of recerpt of 
mformatlon mdtcated In ]tern 4 7 the questlon of conslderatlon of the vlolatton fact 
should be submttted to a Comrnlttee meettng 

The place for keeplng documents llsted m Appendlx 1 of these Rules shall be the 
NAUFOR office 
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SECTION V 

The dec~s~on on del~stlng shall be made by the Committee The grounds for 
consldermg del~sting may be 

5 I 2 violation by the Issuer of the current legislation on secunty and the security 
market, as well as of the shareholder r~ghts confirmed by a court ruling 

> 1 3 the Issuer or ~ t s  representatwe not prov~dlng the necessary information 
required by the Ilst~ng rules, 

5 1 4 absence on the TS of at least one bld quote and at least on ask quote w~thm 
thlrty business days 

The deczszons of the Lzstzng Commzttee on delrstzng securzty must be approved by the 
NA UFOR Board of Dzrectors and shall come mto force only by a deczszon of the latter 

The Executzve Dzrector of the Commzttee IS oblrgated rn the case the Commztree 
make3 a deciszon to delrst a securzty to post a message rn the RTS znformatzon 
wzndow about the delrstzng of the securrty rndrcatzng the date and reason for delzstzng 

SECTION VI 

THE ORDER OF AMENDMENTS TO AND ALTERATIONS OF RULES 

The Rules shall be amended and altered by a decrs~on of the PAUFOR Board of 
Directors based on a dec~s~on of the Llstmg Comm~ttee 



CAbFOR L m n g  Rules 

SECTION VIII APPENDIX #I 

A standard 1s t  of documents 

needed for secuntm to be llsted 

An application for l~s t~ng  secuntles filed with the Committee Chaman  from a 
Trad~ng System part~c~pant wlth mandatory support of two-sided quotes within one 
month 

The Issuer s issue prospectus 

Cop~es of the Issuer's foundation documents 

Documents confinn~ng the permlsslon of the authorized executive body to Implement 
the securlty Issuance In the case thls 1s established by legal acts 

The composition of the Issuer's Board of Directors and the executive body 

lnformat~on on the registrar describing the conditions of ownership reglstratlon 
includmg agreement to regrstration by nommee holders 

Information on the depository descr~bing the condlt~ons of depository servlce 
provision 

A sample of the securlty if the Issue is In the certificate form 

The balance sheet of the Issuer and the statement of gams and losses for the last fiscal 
vear and the end of the last quarter prlor to submlsslon of the documents to the 
Committee 

The list of shareholders possessing one and more per cent of the shares 

Other current documents of the Issuer which effect or may effect the market status of 
h15 secur~nes 
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hALFOR L m n g  Rules 

SECTION VIII 

Sample 

APPENDIX #2 

(IS produced m the Applicant's letterhead) 

To Mr A L Kashm 

Chalrman 

NAUFOR National Llstmg Comm~ttee 

Appl~cat~on for b a n g  secunhes In the NAUFOR Tradlng System 

Please cons~der a poss~b~hty to hst the foIlowlng secunty m the NAUFOR Tradmg System 

Type of securrty 

Nomznal value 

Issuer zts locutzon and zndusny 

Issue number and volume total volume of zssues znformatzon on state regrstratzon of all zssues 
of the securzty ISIN code Mapplzcable) 

Name of the regzsbm zts locatron 

Name of the deposrtory rts locatzon 

lnformar~on on oadzng the securrh on securrb exchanyes or In other tradrnp slsternc 

Other rnformatzon the Applrcant deems proper to provlde 

I belleve that the securlty fully meets the NAUFOR Llstmg Rules requrements and IS of 
Interest to the NAUFOR members 

Also hereby I assume an oblzpatzon to support a two-srded quote of the securzty on the Russran 
Tradrng Svsr~m wrthzn at a nzrnzmum one month begznnzng wzth the tzme the securztv u 
ofJiczally Irsred m the Tradzng System 
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NAUFOR L m n g  Rules 

Together with this Apphcatlon I am sending you documents necessary for makmg a declsion 
on listing the security 

During all the tune of supportmg a two-slded quote I am ready to supply the NAUFOR 
Natlonal Llsting Committee with rnformatlon about all changes in the parameters of the 
securlty that might considerably effect the market situation 

Referencr znformat~on full name of the secunty department head (senlor trader) the RTS 
partlapant code, parbcipatron in any regional assoclatlon, 
information concernmg earlier obllgatrons to support two-slded 
quotes other pertment information 

Please contact if any questions related to the Appllcatlon anse 

Supplement in pages 

S~gnature 

Stamp 

- 

June 5 1996 
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Rules of Fax Practice 

SECTION I 

GENERAL PROVISIONS 

The present Rules of Fa~r  Practice of the Nabonal Assoclation of Secunt~es Market 
Part~c~pants (further tn the text - LLRules") are des~gned m compl~ance wth  the Article 
2 2 2 of the Charter of the Assoclabon wh~ch presupposes as one of the objecbves of 
the Assoclation ''to elaborate and introduce the rules almed at prevention of fraudulent 
acts of the partlclpants of securltles market and to guarantee f a r  and equal prrnc~ples 
of trade In the Interests of mvestors" 

A full 1st of terms and them defin~tions IS contamed m Supplement #1 of these Rules 

The Comm~ttee for d~sputes settlement or other body designated by the Councd of the 
Assoc~at~on (herem referred to as ' Comm~ttee")shall be guided by the present Rules m 
settlement d~sputes between Members of the Assoc~at~on as well as between the 
Assoc~at~on and ~ t s  Members, the Committee is authomd to Interpret ~ t s  provlslons 
and prov~de fulfillment of the Rules by the Members 

These rules are mandatory to all Members of the Assoclat~on The rules also apply to 
all physlcal and legal entrtles associated with or employed by a member whose 
empiovment respons~bil~tles relate d~rectly to conduct m the secuntles busmess Such 
persons lnclude mdlv~duals engaged m the followmg acbvltles (a) sollcitatlon of 
customers, (b) preparing and executing trades, (c) prepamg of sales and adverhsement 
literature and (d) the tramng, management, or superv~slon of persons engaged In the 
aforement~oned actlvlt~es (further m the text - Members of the Assoclatlon and 
Assoclated Persons) 

A member that IS expelled from the Assoc~at~on ceases to be entltled to the rlghts and 
pr~vileges granted by these rules as of the effectwe date of such expuls~on 

These rules do not apply to persons who are employed by a member solely to perform 
cler~cal or mlnister~al funct~ons 

These rules do not apply to founders and persons who have an Investment stake In the 
member s busmess but are not involved In the day-to-day operation of the member s 
business 

The Cornm~ttee shall dec~de whether a suspended member or an Assoclated Person 1s 
ent~tled to the rlghts and prlv~leges granted by these rules before the decls~on on 
expuls~on 1s approved by the Board of D~rectors 
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Rules of Fair Practice 

SECTION I1 

BUSINESS CONDUCT OF MEMBERS 

2 I Every member of the Assocrat~on and Assoclated Persons must observe hlgh standards 
of commercral honor and just and equitable pnnclples of trade m conducting secuntres 
trad~ng and all other types of secunhes busmess 

2 2 It is not posslble to l~s t  every actlon or lnactlon that may constltute a v~olabon of 
subsect~on 2 1 However the follow~ng are examples of conduct that may constltute a 
v~olation 

fallure to honor trades consummated wlth another member or a customer, 

failure to honor a firm b ~ d  or ask quote for a standard unlt of trade d~splayed m the 
System 

fa~lure to dehver funds or securltles belongmg to a customer wlthln bme penods 
prescnbed by these rules or by a contract 

fa~lure to follow the procedure of dlsputes settlement determmed by the 
Assoclatron 

faislficatlon of books and records pertalnlng to the member's or the Associated 
person s securltles busmess, lncludlng submlsslon of false data with a vrew to 
mfluence the market 

fa~lure to mamtaln adequate reportmg procedure determmed by the States 
Authontles or by the Association for ~ t s  members and Assoclated Persons 

fa~lure to segregate funds and securltles belongmg to customers from those 
belongmg to the member or an Assoclated person ~tself, 

mlsappropr~atlon of a customer s funds or securltaes and 

execution of a trade for customer s account without customer s author~zat~on or 
In a manner lnconclstent 151th customer s author~zat~on 

SECTION III 

BEST EXECUTION OF CUSTOMER ORDERS 

3 1 In  any transaction wlth or for a customer a member and an Assoclated Person must 
exerclse reasonable dhgence to locate the best pnce In the mnter-dealer market for the 
securrtb and execute the order so that the resultant prlce to the customer is as favorable 
as posslble under p revahg  market condltlons Farlure to exerclse reasonable 
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Rules of Fa~r Pracr~ce 

d~lrgence wrll constrtute conduct inconsistent with just and equ~table pnnclples of 
trade 

3 2 To determ~ne whether a member or an Associated Person has exercised reasonable 
drligence the followrng factors will be cons~dered 

the character of the inter-dealer market for the securlty, as Indicated by unit pnce 
prrce volathty, the number of dealers quoting the stock In The Association s 
Svstem and the best firm bid or firm offer in the stock at the tlme of execution 

the size of the customer s order relative to size associated with the best firm bld or 
firm offer d~splayed In the System immed~ately before the trade was executed, 

overall market cond~tions around the m e  of execut~on and 

the steps actually taken by the member or Assocrated Person to obtain the best 
execution prrce for the customer's order 

SECTION IV 

PROMPT RECEIPT AND DELIVERY OF SECURITlES 

4 1 Before acceptlng a customer's order to purchase a securlty a member or Associated 
Person must first determine that the customer (or the customer s agent) agrees to 
recelve secuntles agalnst payment m an amount equal to any executron includmg a 
part~al executron of a larger order Thls provlslon does not preclude acceptance of a 
customer order on an all or none" bas~s 

4 2 Before acceptlng a customer's order to sell securities, one of the following condrtions 
must exist 

a) the member or Assoc~ated Person has possessron of the securlty or 

b) the customer has an account with the member or Assocrated Person m a particular 
tvpe of security 

SECTION V 

FAIR DEALING WITH CUSTOMERS 

5 1 Even, member of the Assoc~ation or an Assoc~ated Person assumes a fundamental 
responsrb~l~ty for f a r  dealmg wlth customers 
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Rules of Fa~r Practlce 

A member or an Assoc~ated Person must not recommend the purchase sale, or 
exchange of any securlty to a customer unless the member has a reasonable basls to 
belleve that the transactlon 1s sultable for the customer 

Pr~or to recommendrng a transactlon to a customer (other that an mstltutlonal 
customer) a member or Assoclated Person must make a reasonable effort to obta~n 
certaln rnformatlon from the customer such as the following 

the customer's current financlal status 

the customer's w~llrngness to accept rlsk 

the customer's Investment objectwes, and 

such other lnformatlon that the member considers reasonable and necessary to 
determlne the sultablhty of var~ous investments for ~ndlvldual customers 

A member or an Assoclated Person must not recommend hlghly speculative secuntles 
to a customer unless ~t determines that such an Investment 1s sultable glven the 
customer s financlal resources and wllllngness to accept nsk 

A member or an Assoc~ated Person must refram from recommendmg or encouragmg 
excesslve tradlng In a customer's account for the purpose of lncreaslng the amount of 
commlsslons 

Absent written authorlzat~on fiom the customer, a member or an Assoclated Person 1s 
proh~b~ted fiom exerclsrng Investment dlscret~on (I e ,  determ~nmg the transactlon 
slze unlt prlce, tmmg and the speclfic securlty to be bought or sold) over the account 
of a customer 

A member or an Assoclated Person 1s proh~blted from executmg any trade for a 
customer account w~thout the customer's authorlzatlon 

A member or an Associated Person 1s proh~blted from borrowing or usmg a customer's 
funds or securltles w~thout the customer s authonzatlon 

A member or an Assocrated Person must refram from recommendmg the purchase of 
securltles In amounts that exceed the reasonable expectation of the customer s ab~lih 
to pa). 
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Advertrsrng Rues 

The present Rules regulate advertlslng actlvity of the NAUFOR member The present Rules 
have been worked out on the basrs of the current legislation of the Russlan Federation 
NAUFOR foundation and other documents, decisions of the Associat~on Council and the 
NAUFOR Board of Directors 

The present Rules are mandatory for execution by all NAUFOR members 

SECTION I 

GENERAL PROVISIONS 

1 1 Any contacts of a NAUFOR member wrth thud p m e s  that are mtended to soliclt 
busrness shall be based on principles of f a r  dealmg and good faith 

1 2 The mformation made ava~lable to the third parties must prov~de a bas~s for 
evaluatmg the facts conveyed about any particular security, class of secuntles as well 
as investment strategy 

1 3 Members are prohibited fiom publlshlng clrculatlng or otherwise dlstnbutmg any 
public communication Intended to sollcit busmess that the member knows or should 
know that ~t contains any untrue statement of a matenal fact Additionally, no 
materlal fact or quallficatron may be om~tted if such omlsslon would cause the 
cornmunlcatlon to be mlsleadlng 

1 4 Members are proh~b~ted from uslng exaggerated unwarranted or misleading 
statements In preparing advertismg scripts and sales literature, a member must 
acknowledge the rlsks Inherent ln mvesting m secunhes Such risks lnclude fluctuatrng 
market prices the uncertainty of dlv~dends eventual absence of returns and 
fluctuations in currency values 

1 5 The present norms are mandatory for any representatwe of a member of the 
Assocratlon 

A member of the Assoc~atlon can not be released fiom the responsibility for the 
cornpl~ance wlth the present rules when anv forms of public relations have taken place 
on 111s behalf b\ the thlrd partc which IS not a member of the Associatlor 

SECTION I1 

SPECIFIC REQUIREMENTS 

2 1 All texts of advertisements must be rellable and contaln the requlred lnformatlon about 
a respective member of the Association 
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Aa\enls~ng Ruies 

2 2 In makrng a spec~fic Investment recommendatlon a member must have a reasonable 
bass for the recommendatlon, d~sclose the security's pnce or pnce range at the tlme 
the recommendatlon IS made and d~sclose the existence of any of the followmg 
sltuatrons 

that the member of the Associatron makes a market In the secmty belng 
recommended 

that the member andlor ~ t s  directors officers or partners own opt~ons, rlghts or 
warrants to purchase the secunty be~ng recommended, unless the such ownership 
1s nominal, 

that the member participated in a publrc offenng of the secunty belng 
recommended rn the last two years 

The member must also agree to furnish upon request, any information complled In 
support of rts recommendatlon 

2 3 A member may publ~sh or crculate matenai that does not make any spec~fic 
recommendation but offers to supply a list of all recommendations made by the 
member dunng the last year or longer 

The list to be prov~ded must contam the following elements (a) the name of each 
securltv recommended (b) the date and type of recommendatlon made (I e purchase 
or sale) (c) the pnce or pnce range at the time the recommendatlon was first made 
and (d) the price or prlce range withln whlch the recommendat~on was mtended to be 
followed 

2 4 Wlth regard to any part~cular Investment or Investment strategy, a member s 
cornmunrcat~ons wrth the publ~c must not contam promises of speclfic results 
exaggerated or unwarranted clarms or projections or forecasts of events for which no 
reasonable basls currently exists Moreover all forecasts must be clearly ident~fied as 
such 

2 5 To the extent that a member employs tables charts graphs and slmrlar dev~ces In Its 
ad~ertls~ng or sales lrterature the source of this lnformat~on must be disclosed rf the 
source 1s not the member melf 

SECTION 111 

COMPLIANCE 

3 1 Evew member firm IS respons~ble for complymg wlth the rules of advertlsmg 
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Advertls~ng Rules 

3 2 To ensure compl~ance every member firm must establish Internal revlew procedures 
At a mlnlmum such procedures must Include the following elements 

the member must designate an appropriate person wlthin the firm to review each 
plece of adverbslng or sales literature pnor to ~ t s  dlstnbut~on, 

~f the matenal satisfies the requirements of the Assoclat~on's advertis~ng rules the 
des~gnated person must cert~fy and approve h~sther assessment In a wntten form 
maintamed by the member to demonstrate compllance w~th the Associat~on s 
advert~sing rules 

~f the designated person cannot cerbfy compllance the matenal cannot be 
publ~shed or d~strlbuted until it is mod~fied to conform to the Assoclatlon 
advert~sing rules 

3 3 If a member s advertis~ng and sales I~terature conform to the established requirements 
hey can be d~stributed wlth an mdlcation of belongmg to a member of the Assoclatlon 
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Secuntm BoyISell Agreement # 

Moscow 

heremafter referred to as the "Buyer", ~n the person of 
, actrng on the basis of 
, on the one Side, and 

, hereinafter 

referred to as the "Seller" ~n the person of acting on 
the basls of on the other 
Slde referred to collectively as  the "Part~es", have concluded the present Agreement for the 

1 SUBJECT OF AGREEMENT 

1 1 The Seller undertakes to transfer to the Buyer's ownersh~p, and the Buyer undertakes to 
accept and pay for the following secuntles (Secunties) of the lssuer (the Issuer) to be further 
ind~cated on the terms and conditions of the present Agreement 

kind of security I 
issuer 

I 

I oar value I I 
state reglstratlon code 

quantltv 

1 2 The prlce of one share IS USD 

USD) 

I 3 The trade amount 1s USD 

( USD) and rs given in 
ruble measurement 

1 4 The secur~t~es transaction tax (0 3% of the trade amount - It 1 3) from each Party is 
equivalent to USD 

USD) and 1s glven in 
ruble measurement at the exchange rate of the Central Bank of Russia as of the date of 
present Agreement reglstratlon 



I 5 All In all the Buyer has to transfer to the Seller the trade amount (It 1 3 ) calculated at the 
Moscow Interbank Currency Exchange (MICEX) exchange rate as of the payment date and 
the securlties transactlon tax amount (It I 4 ) 

1 6 The Seller u assgned, pursuant to the present Agreement, to perform necessary actlons to 
reglster securlties ownershlp transfer (as well as provlde an extract from the Issuer s 
Shareholder Reg~ster) 

1 7 The term necessary for the Seller to perform actlons for registering securities ownershlp 
transfer and providing to the Buyer the ongmal or a fax copy of the Issuer s Reg~ster s 
document confirming the transfer of the securltles Indicated in It 1 1 from the Seller to the 
Buver shall be wlthln 

( ) busrness days 
followmg the date of slgnlng the present Agreement 

If the Buver does not meet the provis~ons of It 3 2 the term ind~cated in the above Item 
shall be extended for the delay time 

2 SETTLEMENT PROCEDURES 

2 1 The Buyer IS obligated to pay the trade amount and compensate for the cost of the secuntles 
transaction tax, pursuant to It 1 5 of the present Agreement, wlthrn 2 (two) busmess days 
follow~ng the date of submission by the Seller to the Buyer of the original or a fax copy of 
the document of the Issuer's Registrar confirmmg the transfer from the Seller to the Buyer of 
Secur~t~es mdicated m It 1 1 provlng the ownersh~p r~ght of the Buyer to the Secuntles 
transferred 

1 2 The Buyer is obhgated to provide to the Seller (to fax or hand m personally) a copy of the 
document about settlement execution, pursuant to It 1 5 bemng a bank's notatlon of the 
settlement 

2 3 It 1s the Seller who acts as the registrar of the trade under the present Agreement and, 
correspond~ngly as the agent to pay the secunt~es transactlon tax for both Parties to the tax 
author~t~es The Seller IS obligated, wlthin three busmess days following the trade 
reglstratlon date to pay to the tax authorities the tax of 0 6 per cent of the trade amount 

(The actions for reglstermg the trade under the present Agreement shall be performed by the 
Seller) 

2 1 The Part~es shall Incur costs for reglstermp ounersh~p transfer In the Issuer s Shareholder 
Reg~ster In equal shares the Seller paymg for all costs In conjunction w~th the ownershlp 
transfer reglstrat~on and the Buyer relmbursmg to the Seller 50% (fifty per cent) of the costs 
confirmed by documents withln 2 (two) business days follow~ng the date of recelpt of the 
respectwe documents The transfer of funds may (must) be made by the Buyer 
s~multaneously w~th the payment of amounts according to It 1 5 

3 SECURITIES OWNERSHIP TRANSFER REGISTRATION 

2 1 The Seller IS obllgated w~thln the term indicated in It 1 7 to perform necessary actions 
establ~shed bv the current legrslat~on of the Russian Federation for registering the transfer 
ownersh~p rght to the Securltles Indicated In It 1 1 of the present Agreement In the lssuer s 



Shareholder Register from the Seller to the Buyer and provlde to the Buyer the origlnal or a 
fax cop) of the document of the Issuer's Registrar confmmg the transfer from the Seller to 
the Buyer of the Secuntres rndlcated In It 1 1 

On the date of concludrng the present Agreement, the Seller is obhgated to Inform the Buver 
about the documents needed for reglstenng securrties ownersh~p transfer 

The Buver is obirgated w~thin 1 (one) busrness day following the date of srgnlng the present 
Agreement to prov~de to the Seller all necessary documents for regrstenng securities 
ownership transfer 

In the event the Seller, in order to speed up trade settlement, provides to the Buyer a fax copy 
of the document certlfy~ng the ownership nght to the Secur~tles transferred the Seller IS 
obligated to provide to the Buyer the original of such document withrn a reasonably feasible 
term but not later than 7 (seven) calendar days followrng the fax copy transfer date 

The Seller has the rlght to assrgn to a th~rd party to perform actlons necessary for securities 

ownership transfer Such circumstance shall not release the Seller from his responslbil~ty for 
the transactron 

The Buver shall enter the securities ownershrp right at the trme of reg~stratron of the 
transactron by the Buyer performed on the basls of the present Agreement 

4 SELLER'S GUARANTEE 

The Seller shall guarantee that the Securltres rndlcated m the present Agreement are not 
pledged as collateral or restricted by any other nghts of thrd partles and are not under arrest 

Except for the case of cancellation of the present Agreemenf the Seller is obhgated to 
transfer any drvldends Interests yrelds or other dlstnbutions on the Secuntres ~ndrcated in It 
1 1 of the present Agreement calculated by the Seller after the reglstratron of the trade 
executed on the bass of the present Agreement to the Buyer withm 2 (two) business days 
following the date of rece~pt of such income 

5 RESPONSIBILITIES OF PARTIES 

In the case the Buyer delays the fulfillment of the provisions of It 3 2 of the present 
Agreement the Buyer shall be oblrgated to pay the Seller a fine of 0 5% (five tenths of a per 
cent) of the trade amount under the present Agreement for each business day of delay 

In the case the Seller delavs the fulfillment of the provlslons of It 3 2 of the present 
Agreement the Seller shall be obllgated to Dab  the Buber a fine of 0 3% (fiie tenths of a per 
cent) of the trade amount under the present Agreement for each busrness day of delay 

In the case the Buyer delays the fulfillment of the provisrons of It 2 1 or 3 2 (Item 2 1 ) of 
the present Agreement the Buyer shall be obligated to pay the Seller a fine of 0 5% (five 
tenths of a per cent) of the trade amount under the present Agreement for each business but 
not more than 10 (ten) per cent all m all 

In the case the Seller delays the fulfillment of the provrsions of It 3 1 of the present 
Agreement, the Seller shall be obligated to pay the Buyer a fine of 0 5% (five tenths of a per 
cent) of the trade amount under the present Agreement for each busmess day of delay but 
not more than 10 (ten) per cent all m all 



3 5 In the case the Buyer delays the fulfillment of the provlslons of It 2 4  of the present 
Agreement. the Buyer shall be obl~gated to pay the Seller a fine of 0 5% (five tenths of a per 
cent) of the amount of costs certified by documents, for the securltles ownership transfer 
regrstration In the Issuer's Shareholder Reg~ster for each busmess day of delay 

2 6 In the case the Seller delays the fulfillment of the provlslons of It 3 3 of the present 
Agreement the Seller shall be obligated to pay the Buyer a fme of 0 5% (five tenths of a per 
cent) of the trade amount under the present Agreement for each busmess day of delay but 
not more than 10 (ten) per cent all m all 

5 7 The payment of a fine under the present Agreement shall not release the defaulting 
(v~olatlng) Party from the fulfillment of the obl~gatlons under the present Agreement, unless 
the other Part~es agrees otherwise In the case the defaultmg Party delays the fulfillment of 
the obl~gat~ons for more than 30 calendar days from the date of the present Agreement 
reglstratlon the Agreement shall be deemed broken and the defaultmg Party shall be obllged 
to pay the damaged Party a fine of 100% (hundred per cent) of the trade amount (It 1 3 ) 

6 AGREEMENT CANCELLATION 

6 1 In the case the Buyer does not fulfill I t  2 1 or 3 2 at the explratlon of 5 (five) busmess days 
from the explratlon of the terms mdicated m ~ t s  2 1 and 3 2 ,  respectively the Seller has the 
nght to rescind the present Agreement undaterally, the Buyer belng oblrged to pay the Seller 
In addltion to the fine accordrng to It 5 1 (5 3 ) of the present Agreement, a fine of 10 (ten) 
per cent of the trade amount w~thrn 2 (two) busmess days from the date the Buyer was 
not~fied about the cancellatlon of the present Agreement In the case the Buyer does not 
fulfill It 1 1 of the present Agreement, the Secur~t~es shall be returned to the Seller and re- 
registered In the Issuers Shareholder Reg~ster In the name of the Seller uncond~tlonally on the 
bas~s of a Protocol of Agreement Cancellation 

AIl costs due to the fulflment of the Protocol shaU be paid by the Buyer 

6 2 In the case the Seller does not fulfill It 3 1 of the present Agreement at the explratlon of 5 
(five) busmess days from the explratlon of the terms lnd~cated m Its 3 2 the Buyer has the 
r~ght to rescind the present Agreement unilaterally the Seller bemg obhged to pay the Buyer 
In addltlon to the fine according to It 5 1 (53 ) of the present Agreement a fine of 10 (ten) 
per cent of the trade amount w~thln 2 (two) busmess days from the date the Seller was 
notlfied about the cancellatlon of the present Agreement 

6 3 In the case the Seller does not fulfill It 4 1 of the present Agreement, w h ~ h  shall be 
confirmed by the Issuer s Shareholder Register the Buyer has the nght to resclnd the present 
Aereement un~laterallv the Seller being oblrged to pav the Buver a fine of 10 (ten) per cent 
of. the trade amount mithin 7 (two) busrness days from the date the Seller uas notlfied about 
the cancellation of the present Agreement 

7 FORCE MAJEURE 

7 1 Neither Party shall bear respons~b~l~ty In the case of non-fulfillment, untlmely or non-dillgent 
fulfillment bv ~t of any of ~ t s  respons~b~llt~es under the present Agreement ~f the above non- 
fulfillment. unt~mely and non-dillgent fulfillment are due exclus~vely to the occurrence 
andlor actron of force majeure clrcumstances 

' 2 The Part\ effected bv force majeure clrcumstances shall lmmed~ately but not later than 3 
(three) business days after the occurrence of force majeure clrcumstances Inform m wntlng 



the other Party about the clrcumstances and theu consequences (with a return not~fication of 
the mformatlon recelpt) and shall take all poss~ble measures wlth a view to dunlnlsh as 
much as possible, the adverse consequences caused by the above force majeure 
clrcumstances 

The Party effected by force majeure clrcumstances also should wthout delay but not later 
than 3 (three) days busmess days, inform the other Party m writmg about the cessanon of the 
crrcumstances 

7 3 Non-notlficatlon or untlmely notlficat~on of the other Party by the Party for whrch ~t became 
~mpossrble to fulfill the obligations under the present Agreement about the occurrence of 
force majeure clrcumstances shall entall loss of the right to refer to the clrcumstances 

7 4 The occurrence of force majeure clrcumstances may cause extension of the term of executlon 
of the present Agreement for a perlod of the~r actlon, unless st~pulated by the Partles 
otherwse 

7 5 The release of the responsible Party from the responslbil~ty for non-fulfillment, untmely 
andlor non-d~hgent fulfillment some non-fulfillable obligat~on under the present Agreement 
shall not entall the release of thls Party fiom the respons~b~lrty for the fulfillment of 1% other 
responslbll~t~es not recognized by the Partles as non-fulfillable under the present Agreement 

8 OTHER PROVISIONS 

8 I All alterations of amendments and addenda to the present Agreement shall be made m 
writmg and duly slgned by the authorized representatives of the Part~es 

8 2 All disputes and conflicts between the Parties arlslng from the executlon of the present 
Agreement shall be settled through negotlatlons If ~t 1s lmposs~ble to reach agreement., the 
dlspute should be settled on the bass of the provisions of the Arbltratlon clause of the 
Professronal Assoclatlon of Stock Market Partlclpants (PAUFOR) whlch 1s an ~ntegral part of 
the present Agreement 

b 3 The present Agreement comes Into force from the tune it 1s s~gned and shall be val~d untd the 
Parties have fulfilled the obligations ensulng fiom the provls~ons of the present Agreement 

8 4 The present Agreement has been slgned in three coples havmg the same legal power one of 
wh~ch 1s kept by the Buyer the secede by the Seller and the th~rd In the Issuer s shareholder 
Reglster 

9 ADDRESSES Ah?) OTHER INFORMATION OF PARTTES 

Euyer 
+ C 

legal address 

mall address 

telephone/telex 

bank mformation 

number and date of Issue of hcense for securltles operations 
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legal address 

mail address 

telephone/teiex 

bank rnformatron 

number and date of issue of license for securities operations 

The buylsell Agreement 1s registered 

Reglstrat~on body 

Place of reg~strat~on the c~ty B 

Reg of 199 - 




