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Independent practitioner’s assurance report to the First Deputy Governor of the Bank of Russia for money market statistics in
respect of the Statement of Compliance as at 23 December 2020

|. The Bank of Russia’s Approach
to Compliance with the “Principles
for Financial Benchmarks” of the
International Organization of
Securities Commissions

The Bank of Russia is the administrator of the Ruble Overnight Index Average
(RUONIA), which is the weighted average interest rate on overnight interbank ruble
loans (deposits) (hereinafter, “RUONIA”).

Before 2020, RUONIA was administered by the SRO National Finance Association,
or SRO NFA (before 2015: the National Foreign Exchange Association, which joined
SRO NFA in 2015). The Bank of Russia performed the functions of the settlement and
publication agent. In May 2020, the Bank of Russia and SRO NFA entered into an
agreement on the new RUONIA administration procedure. According to the agreement,
the Bank of Russia is responsible for the whole RUONIA administration process, including
the methodology of RUONIA, data collection, and the calculation and publication of the
interest rate.

In 2020, the Bank of Russia conducted a self-assessment of its compliance with the
Principles for Financial Benchmarks in its administration of RUONIA. The “Principles for
Financial Benchmarks” were published by the International Organization of Securities
Commissions in 2013 and were endorsed by the Financial Stability Board as the best
practice for the administration of financial benchmarks.

In this statement, the Bank of Russia provides the results of the self-assessment
of its compliance with the abovementioned Principles (see Section V). The purpose
of this statement is the improvement of transparency in RUONIA administration, the
maintenance of its high standards, and the assurance of financial market participants
that use RUONIA in the pricing of financial instruments of RUONIA’s reliability and
quality, and of the Bank of Russia’s compliance with international norms.

The performance by the Bank of Russia (as by other central banks worldwide) of
the functions of the interest rate administrator reflects a global trend based on the
fact that central banks, as public institutions, conform with the principles, standards
and procedures ensuring the reliability and independence of the financial benchmark



https://www.cbr.ru/hd_base/ruonia/
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD415.pdf
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determination process. Central banks acting as benchmark interest rate administrators
include, among others, the US Federal Reserve, the European Central Bank, the Bank of
Japan, the Bank of England, and the Reserve Bank of Australia.

SELF-ASSESSMENT SUMMARY

As the RUONIA administrator, the Bank of Russia is fully in charge of all the stages of
the process, including the RUONIA methodology, the compilation of the list of RUONIA
contributors, data collection, and the calculation and publication of the interest rate. In
the administration of RUONIA, the Bank of Russia addresses three objectives:

e ensuring the compliance of RUONIA with the “Principles for Financial Benchmarks” of
the International Organization of Securities Commissions;

* minimising the cost of adaptation of RUONIA to the legislative requirements of the
EU and the UK for financial benchmarks (EU Benchmark Regulation);

* ensuring the overall operational continuity of RUONIA.

The Bank of Russia has created the required control framework to ensure the
quality of RUONIA and takes anti-corruption measures and actions to avoid conflicts
of interest in the process of administration of RUONIA. In the Bank of Russia, control
over compliance with international requirements is vested with the RUONIA Oversight
Committee, which includes external members.

RUONIA is based on the daily reporting of the credit institutions included in the list
of RUONIA contributors and is published by 15:00 Moscow time the next business day
following transactions. The regulatory requirements for reporting ensure the timeliness,
completeness and reliability of the information based on which RUONIA is calculated.
The calculation of RUONIA for each business day is based on actual operations and
reflects the economic reality of the interbank market.

The interest rate is weighted by volume and number of counterparties. The data
used in the calculation are subject to internal control. The calculation algorithm enables
the elimination of outliers - minimum and maximum interest rate transactions — as well
as the consideration of the number of credit institutions that made transactions at a
given interest rate level. Due to the statistical filters implied in the algorithm for RUONIA
calculation, the interest rate dynamics are smooth and reflect the general market trend.
The RUONIA value is published together with data on the volume of operations and
number of counterparties. If publication is impossible due to a technical failure, the
Bank of Russia applies a reserve benchmark calculation procedure that ensures the
continuity of RUONIA.

Prior to introducing any methodological changes, the Bank of Russia carries out
public consultations. To ensure transparency in the administration of RUONIA, the Bank
of Russia holds public expert sessions and releases consultation papers. Communication
with RUONIA subscribers and RUONIA contributor banks takes place at SRO NFA or
at any other non-governmental organisations uniting financial market participants.
Following such communications, the Bank of Russia publishes an information notice or
a press release, or its representatives make statements at thematic conferences.

The Bank of Russia conducts internal audits to assess the RUONIA administration
process. Additionally, one channel to ensure the quality of RUONIA is the receipt
and handling of the inquiries of subscribers and stakeholders to the benchmark. Any
applicant may address the Bank of Russia with a suggestion, complaint or question
regarding RUONIA.



https://eur-lex.europa.eu/legal-content/EN/TXT/%253Furi%253DCELEX%25253A02016R1011-20191210
https://www.cbr.ru/hd_base/ruonia/ruonia_inquiries/
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PRACTICAL IMPORTANCE OF RUONIA

RUONIA is used for the monitoring and analysis of the efficiency of the achievement
of the operational objectives of the Bank of Russia’s monetary policy. The pricing
of a range of financial instruments, such as loans, bonds and derivatives, is linked to
RUONIA. The part of the Russian public debt is expressed in ruble bonds, which coupon
income is linked to RUONIA.
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ll. The Bank of Russia’s Statement

The Bank of Russia is responsible for the identification of the control objectives
and the design of control procedures to ensure compliance with the «Principles for
Financial Benchmarks» of the International Organization of Securities Commissions.
The Bank of Russia is also responsible for the fair description of the control procedures
in this statement.

To ensure compliance with the «Principles for Financial Benchmarks» of the
International Organization of Securities Commissions, the Bank of Russia has suitably
designed control procedures regarding the administration of RUONIA.

Section |V contains a detailed description of the control objectives and procedures to
ensure compliance with the «Principles for Financial Benchmarks» of the International
Organization of Securities Commissions as of 23 December 2020.

The Bank of Russia confirms that:

1. The accompanying descriptions in Section IV fairly present the Bank of Russia»s
control procedures which were in place; and

2. The control procedures are suitably designed such that the specified control
objectives aimed at complying with the «Principles for Financial Benchmarks» will
have been achieved if the control procedures were complied with satisfactorily.

Ksenia Yudaeva
The First Deputy Governor of the Bank of Russia
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lll. Independent Practitioner’s

Assurance Report

Ernst & Young LLC
Sadovnicheskaya Nab., 77, bld. 1
Moscow, 115035, Russia
Tel: +7 (495)7059700

+7 (495) 7559700
Fax: +7 (495) 7559701
www.ey.com/ru
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Independent Practitioner’s

Assurance Report

To the First Deputy Governor of the
Bank of Russia for money market
statistics

Subject matter information

The assurance engagement relates to the
Statement of Compliance made by the Bank
of Russia with the “Principles for financial
indicators” implemented by the 10SCO and
published in July 2013 (hereinafter - “IOSCO
Principles™), including the following:

» The description of control procedures
performed by the Bank of Russia
in Section IV of the Statement of
Compliance;

» The confirmation of existence of control
procedures that are suitably designed
such that the specified control objectives
aimed at complying with the [0SCO
Principles will have been achieved if
the described control procedures were
complied with satisfactorily.

A member firm of Ernst & Young Global Limited

00O «39pHCT 3HA AHr»
Poccus, 115035, Mockea
CapoBHUYeckan Hab., 77, cTp. 1
Ten.: +7(495)7059700

+7 (495) 7559700
®Dakc: +7 (495) 7559701
OKIMO: 59002827
OFPH: 1027739707203
NHH: 7709383532

Applicable criteria

The applicable criteria against which the
underlying subject matter was measured are
set out in the IOSCO Principles.

Specific purpose

This report is intended solely for the
information and use of the management of the
Bank of Russia for the purpose of compliance
with the “Principles for financial indicators”
implemented by the I0OSCO and published in
July 2013 and must not be used for other
needs. The report refers exclusively to the
Bank of Russia Statement of Compliance
with the I0SCO Principles as at 23 December
2020 and must not be associated with any
financial statements of the Bank of Russia as
a whole.

Responsible party's responsibilities

The management of the Bank of Russia
is responsible for internal controls being
designed and implemented to prevent the
Bank of Russia Statement of Compliance
with IOSCO Principles from being materially
misstated.
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The management of the Bank of Russia is
responsible for the fair description of the
control procedures in the Statement of
Compliance (Section 1V) and for defining
control procedures that ensure achieving
control objectives when these procedures are
satisfactorily performed.

In addition, the management of the Bank of
Russia is responsible for ensuring that the
documentation provided to the practitioner is
complete and accurate.

Practitioner's responsibility

We conducted our assurance engagement
in accordance with International Standards
on Assurance Engagements ISAE 3000
(revised). These regulations require that
we comply with ethical standards and plan
and perform our assurance engagement to
obtain reasonable assurance about the Bank
of Russia Statement of Compliance with the
IOSCO Principles.

We apply International Standard on Quality
Control 1 (SQC 1), and accordingly,
we maintain a robust system of quality
control, including policies and procedures
documenting compliance with relevant ethical
and professional standards and requirements
in law or regulation.

Wecomplywiththeindependencerequirement
and other ethical requirements of the
International Code of Ethics for Professional
Accountants issued by the International
Ethics Standards Board for Accountants,
which establishes fundamental principles
of integrity, objectivity, professional
competence and due care, confidentiality and
professional behaviour.

The procedures selected depend on the
practitioner's judgment. The procedures
include, in particular, inquiry of the personnel
and additional procedures aimed at obtaining
evidence about the Statement of compliance.

We believe that procedures performed are
sufficient and appropriate to provide a basis
for our conclusion.

Control procedures designed to address
specified control objectives are subject to
inherent limitations and, accordingly, errors
or irregularities may occur and not be
detected. Such control procedures cannot
guarantee protection against (@among other
things) fraudulent collusion especially on the
part of those holding positions of authority
or trust. Furthermore, our conclusion is
based on historical information and the
projection of any information or conclusions
in the attached report to any future periods
would be inappropriate. Our procedures
were not sufficient to enable us to conclude
on the design effectiveness or operation of
policies or controls in place to address the
IOSCO Principles and, accordingly, we do not
express an opinion thereon.

Summary of work performed

The procedures performed in respect of the
subject matter were based on our professional
judgment and included, but were not limited
to, inquiries of personnel, inspection of
documents, evaluating the appropriateness
of policies and procedures for the compliance
with the I0SCO Principles. Details of the
procedures performed are included in Section
IV.

A member firm of Ernst & Young Global Limited
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Practitioner’s conclusion The partner in charge of the reasonable
assurance engagement resulting in this
independent practitioner’'s assurance report
is - Zaichikova Eugenia Vladimirovna.

In our opinion, the Bank of Russia Statement
of Compliance with the IOSCO Principles is, in
all material respects, fairly stated.

E. V. Zaichikova
Partner
Ernst & Young LLC

23 December 2020

Details of the entity

Name: The Bank of Russia

Record made in the State Register of Legal Entities on 2 December 1990, State Registration Number 1037700013020.
Address: 107016, Russia, Moscow, 12 Neglinnaya Street.

Details of the independent practitioner

Name: Ernst & Young LLC

Record made in the State Register of Legal Entities on 5 December 2002, State Registration Number 1027739707203.
Address: Russia 115035, Moscow, Sadovnicheskaya Naberezhnaya, 77, building 1.

Ernst & Young LLC is a member of Self-requlatory organization of auditors Association “Sodruzhestvo”. Ernst &
Young LLC is included in the control copy of the register of auditors and audit organizations, main registration number
12006020327.

A member firm of Ernst & Young Global Limited
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