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Dear Colleagues,

With the advent of the central securities depository (CSD) in the Russian market, 
the market infrastructure in Russia has been at the very heart of major changes. 
During NSD’s first year of operation as a CSD, the entire recordkeeping and 
safekeeping system was affected by changes relating to the concentration of 
assets and corporate information in the CSD, acceleration and higher cost-
efficiency of the transaction settlement process, opening of foreign nominee 
accounts, and product and service diversification.

Throughout all stages of NSD operating as a CSD, the Supervisory Board has been 
actively working on NSD’s corporate management improvement, with the aim 
of bringing it in line with the international standards and practices. In particular, 
we have adopted NSD’s Code of Professional Ethics and approved NSD’s 
Development Strategy (including the corporate risk management development 
strategy and information policy).

One of the key principles underpinning the Supervisory Board’s work is the need 
to meet the interests of NSD’s clients and shareholders and make transparent and 
well-balanced decisions reflecting the needs of all market participant categories, 
and we are committed to continue working in accordance with this core principle.

Currently, due to active integration of the Russian CSD into the global 
infrastructure (including the entry of such major players as Euroclear and 
Clearstream to the Russian market), it is essential to ensure the international 
composition of the Supervisory Board by engaging representatives of the global 
post-trade industry. This would allow the Supervisory Board to broaden its view 
on NSD development strategy and make use of new practices and know how 
relating to corporate management of CSDs.

I would like to extend thanks to the Supervisory Board members and NSD’s senior 
managers and employees, as well as to NSD’s clients and business partners for 
their well-coordinated and professional work.
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Dear Clients, Shareholders, and partners,

The year 2013 was a special year for the Russian securities market infrastructure, as it was the first year of 
operation of a full-service central securities depository (CSD) in Russia. The advent of the CSD gave fresh 
impetus to the Russian market, significantly streamlined the market infrastructure, reduced risks, and 
became an important milestone on the way towards the establishment of an international financial center 
in Russia.

In 2013, with active support from regulators and market participants, we took significant steps to make 
our infrastructure more appealing and bring it in line with the international standards. In particular, we 
made arrangements to have assets transferred from registers to CSD nominee accounts, which helped 
us resolve the settlement finality issue and speed up the settlement process. In addition, foreign nominee 
accounts were opened for international clearing houses (Euroclear and Clearstream) and CSDs of 
CIS countries (Belarus, Kazakhstan, and Ukraine) and European countries (Austria); an electronic data 
interchange network was rolled out for the communication with registrars, which will be used as a basis 
for the improvement of corporate actions services; ‘delivery versus payment’ settlements via foreign banks 
were introduced, which allowed us to transfer all transactions from DCC to NSD; OTC repo transactions 
were launched; a trade repository was established; and NSD, together with the Russian National Securities 
Market Association, is currently working on the establishment of a valuation center. Late in 2013, NSD 
launched services of a pre-Local Operating Unit (pre-LOU) and assigned the first pre-LEI code to a Russian 
financial organization, and rolled out a speedy depository receipts conversion – depository receipts held by 
the Bank of New York can now be converted within one business day.

Undoubtedly, the launch of new services has contributed to a higher competitiveness of the Russian 
securities market infrastructure; however, much is still to be done. In particular, a reform of corporate 
actions is needed. As part of this reform, the establishment of NSD’s Center of Corporate Information is one 
of the key priorities. To make this happen, we are already intensively working both with the regulator, and 
with professional market participants.

We make every endeavor to help market participants to adapt to the new environment, namely to the 
changes in the settlement infrastructure, regulatory changes, and new services.

FTSE Global Markets magazine named NSD among twenty most influential global financial market players 
in 2013. NSD was marked for its efforts to integrate into the global financial community, its innovative 
linkages with the leading international settlement and clearing organizations, and its efforts to build an 
NSD-based regional liquidity center (by means of creating a CIS-wide interoperable network). This obliges 
us to work hard, and we are not going to rest on our laurels. We are actively working to develop a CSD-
related risk management system, ensure CSD’s financial stability, get the infrastructure ready for entry of 
foreign investors (via Euroclear and Clearstream) to the Russian stock market, and improve the range of our 
products and services (clearing, tri-party services, settlements with the central bank money, etc.).

In light of the above, there is hard, yet interesting, work ahead!
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Results of 2013 and Plans for 2014

Andrey shlyAppo
Vice President, 
Director of Operations

NSD today is a full-fledged infrastructure services 
provider in the Russian financial market, with a 
number of functions. NSD is a central securities 
depository, a trade repository, a clearing house, a 
collateral manager in lending transactions, and a 
systemically important payment system operator. 
Such success would have been impossible 
without help from NSD’s clients and the regulator, 
feedback from market participants, and, of course, 
conscientious, hard, well-coordinated, and efficient 
work of each and every member of NSD’s staff and 
NSD’s team as a whole.
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National Settlement Depository (NSD) is a 
member of the moscow exchange Group and a 
central securities depository (CSD) in the russian 
federation.

NSD offers its clients a wide range of services, 
including settlement and depository services, 
registration of otC derivative transactions 
(repository services), information services, 
clearing, and collateral management services. 
NSD settles all on-exchange transactions and 
most otC transactions, and provides services with 
respect to both russian securities (as a CSD) and 
foreign securities (NSD covers securities issued by 
organizations from more than 40 countries). NSD 
holds accounts with 8 national and international 
CSDs, as well as correspondent accounts with a 
number of major foreign and russian banks.

in 2013, one of the NSD’s key projects that had 
an impact on the entire market infrastructure was 
the establishment of an NSD-based full-service 
central securities depository. this process that was 
completed in a very short time (5 months) involved 
the opening of CSD nominee accounts in the 
shareholder registers of more than 1,200 issuers, 
and resulted in the increase of the total value of 
securities held in custody at NSD by 82% over the 
year, to rub 21.8 trillion. the active transfer of 
equities (including those owned by u.S. investors) 
to CSD nominee accounts demonstrates that the 
russian CSD is recognized as an eligible securities 
depository under SeC rule 17f-7.

in 2013, as the National Numbering Agency, NSD 
was assigned the status of a pre-local operating 
unit (pre-lou), as a result of which russian market 
participants can now be assigned a pre-legal entity 
identifier (pre-lei), which allows market participants 
to engage in financial transactions in the u.S. and 
european markets, where pre-lei codes is becoming 
mandatory. the first pre-lei codes were assigned in 
2013. NSD’s operations as a pre-lou meet the G-20 
initiatives.

in order to provide services with respect to foreign 
securities, NSD has entered into an agreement with 
the u.S. internal revenue Service, under which NSD 
will act as a Qualified intermediary (Qi). this step 
will allow NSD’s clients to reduce withholding tax 
rates for securities of u.S. issuers upon listing of 
such securities on the moscow exchange and when 
investing in the otC market. this will also allow 
russian market participants to cut their costs when 
exercising their rights as owners of such securities.

in 2013, NSD was assigned the status of a 
systemically important payment system. the total 
amount of payments made in 2013 exceeded rub 
360 trillion.

iN the iNtereStS of the mArKet

for the russian stock market and its infrastructure, 
the year 2013 was one of the busiest years in 
the history of the market. to make the russian 
stock market more appealing to foreign investors, 
substantial changes were made to the regulatory 
framework of the market, in particular to the law 
“on the Securities market” and the russian tax 
Code. the regulatory changes were drafted with 
active input from NSD’s experts who joined the 
working groups formed by the regulator.

As a result, the taxation reform has simplified the 
application of double taxation treaties between 
russia and foreign jurisdictions and the taxation 
process for foreign investors.

As a withholding agent, NSD also intends to 
become fAtCA-compliant.

mANAGiNG riSKS

NSD’s management bodies pay particular 
attention to the  risk management at NSD. 
upon the audit conducted by thomas murray, 
NSD’s rating of AA- (very low overall risk, with 
stable outlook) was affirmed. in November 

NSD iS A SyStemiCAlly importANt elemeNt 
of the fiNANCiAl mArKet iNfrAStruCture

”
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Results of 2013 and Plans for 2014

2013, pricewaterhouseCoopers conducted an 
operational audit of NSD in accordance with 
the iSAe 3402 standard, as a result of which an 
assurance report was issued confirming that the 
controls implemented at NSD allow achieving the 
objectives stated.

As part of the risk management procedures, 
NSD performs stress testing of its it systems and 
stability testing of its business processes on a 
regular basis, and has in place adequate backup 
infrastructure components, such as a backup site 
and a backup data center.

in 2013, NSD’s Supervisory board approved 
NSD’s risk management Development Strategy 
for 2014-2015. the new strategy is a functional 
strategy based on NSD’s key strategic initiatives. 
When developing the strategy, not only have we 
ensured the consistency of operations, but we 
have also conducted a SWot analysis and taken 
account of the outcome of the risk management 
system audit conducted by KpmG in 2012. the 
strategy defines our mission, values, performance 
targets, and tactical action plans. upon the 
strategy implementation, we intend to conduct a 
new audit of the risk management and assess the 
progress.

SettiNG the SCeNe for the iNDuStry 
DevelopmeNt

in 2013, the largest international clearing houses 
– euroclear and Clearstream – entered the russian 
market by opening foreign nominee accounts 
with NSD. thanks to this, foreign investors have 
gained an opportunity to conveniently access the 
russian government debt market. this step has 
had many positive effects; in particular, the cost 
of public borrowing has dropped more than 100 
basis points. in addition, the year 2013 saw the 
opening of foreign nominee accounts for CSDs 
of CiS countries, such as Kazakhstan, ukraine, 
belarus, and Armenia (an agreement with the 
latter was signed in february 2014). this was yet 
another step towards the establishment of NSD as 
a regional liquidity center in eurasia. 

eNSuriNG SteADy proGreSS

the obtainment of CSD status and active 
integration of NSD into the global financial 
community have given a fresh impetus to the 
development of NSD’s products and services. in 
2013, NSD launched several innovative services in 
the russian market, which are aimed at ensuring 
convenient operating environment both for foreign 
and domestic investors, and which helped us bring 
the market infrastructure closer to the international 
standards and investors’ needs.

in 2013, as part of the initiatives aimed at 
developing settlement and clearing services for 
clients, NSD implemented a collateral management 
system for otC repo transactions with the bank 
of russia. by the end of 2013, the total value of 
the assets covered by the collateral management 
system exceeded rub 1 trillion, and more than 150 
banks used the collateral management service.

NSD is the first russian financial organization 
that started providing repository services. by the 
end of 2013, over 750 clients signed up for NSD’s 
repository services. to meet clients’ needs, NSD 
has been actively developing a ‘delivery versus 
payment’ settlement process (Dvp-1, Dvp-2, and 
Dvp-3) and a foreign exchange settlement process 
for otC equity transactions. Cash settlements are 
made both through bank accounts with NSD and 
via NSD’s accounts with Jp morgan Chase and Citi 
banks. NSD is now taking steps to expand the list of 
banks for settlements.

in cooperation with the bank of New york mellon, 
NSD has launched a speedy depository receipts 
conversion service, which allows one to convert 
depository receipts into shares and vice versa within 
one business day (as composed to the previous 2 to 
3 day time frame).

the year 2013 was a record year, during the last 
several years, in terms of corporate and sub-federal 
bond issuances (in total, 352 issues were placed, a 
20 percent increase against 2012).

in 2013, much work has been done to implement 
international SWift-based messaging standards 
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into NSD’s business processes: mt 564 Corporate 
Action Notifications, mt 567 Corporate Action 
Status and processing Advices, mt 566 Corporate 
Action Confirmations, mt 527, mt 558, and mt 
569 messages for tri-party collateral management, 
and mt 575 reports of Combined Activity for 
clearing activities. in addition, NSD has introduced 
a SWift fileAct system, as part of repository and 
withholding agent’s services.

CorporAte GoverNANCe iS A Key to 
SuCCeSS

NSD is taking steps to ensure that corporate 
management at NSD meets the high global 
standards. NSD’s superior management body 
exercising management functions during 
the periods between General meetings is the 
Supervisory board made up of 15 members. 
the Supervisory board’s work is supported by 
the work of dedicated committees, namely 
the budget Committee, the Nomination and 
remuneration Committee, the technological 
policy and Development Committee, and the Audit 
Committee. in 2014, NSD intends to invite foreign 
representatives of the financial community to work 
on the Supervisory board, which is expected to 
improve its performance.

in 2013, an active role in NSD’s work was played 
by the National Settlement Depository Customer 
Committee (Central Securities Depository Customer 
Committee) and other Customer Committees 
(Customer Committee for Quality Control and 
risk management, Customer Committee for 
Settlement and Depository Services and tariffs, and 
Customer Committee for registrar and Depository 
relations), as well as by working groups made up of 
market participants’ representatives, including the 
international Consulting Committee composed of 
foreign experts in the field of market infrastructure. 
in addition, NSD’s executive board has its own 
committees 1:

•	 risk management Committee;

1 the full list of NSD’s committees and commissions and their 
description can be found in the Corporate Governance section.

•	 tender Committee;

•	 product and project Committee;

•	 repository Committee; and

•	 risk management Committee for payment 
System.

miSSioN AND vAlueS

NSD’s mission is to provide settlement and 
depository services to professional participants in 
the russian and international financial markets. in 
doing so, NSD is guided by the following corporate 
values: 

•	 Working in partnership with clients. A new 
products, services, and tariffs development 
strategy is being developed with active input 
from NSD’s clients and with a focus on their 
needs and expectations. 

•	 being ambitious in everything we do. NSD 
sets ambitious goals for market positioning, 
customer service standards improvement, and 
speeding up the introduction of new products 
and services. 

•	 innovations and development. NSD is focused 
on innovative and dynamic development, which 
involves introduction of products and services 
demanded by clients, new demand creation, and 
cost saving for clients. 

IN 2013, BELLA ZLATKIS WAS NAMED ThE 
BEST BOARD ChAIRPERSON OF ThE YEAR 
BY ThE ASSOCIATION OF INDEPENDENT 
DIRECTORS

OUR CLIENTS hIGhLY APPRECIATE OUR 
APPROACh, AS EVIDENCED BY ThE FACT 
ThAT ThE CUSTOMER SATISFACTION 
INDEx IN 2013 REAChED 81%.
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Results of 2013 and Plans for 2014

•	 We are result-oriented and dynamic. We are 
strongly committed to deliver on our promises 
to our shareholders, partners, and clients within 
the set time frames. Delivering measurable 
results is NSD’s performance criterion. 

•	 We work as one team. Common goals, trust, 
professionalism, transparency, and mutual 
respect are the principles of teamwork at NSD. 

fiNANCiAl effiCieNCy

NSD is a central securities depository which makes 
it necessary to ensure its financial stability. it is 
achieved through regular stress tests of NSD’s 
economic risk scenarios.

ThE COST-TO-OPERATING INCOME RATIO 
(CTOI) IN 2013 WAS 84%.



ANNUAL REPORT of National Settlement Depository for 2013

14

performAnCe
iN the Key AreAS 
of buSiNeSS

in 2013, NSD set 5 main strategic growth priorities 
that will become pivotal in NSD’s activities in the 
next years:

•	 Development of CSD’s products and services.

•	 Development of the Center of Corporate 
information and involvement in the reform of 
corporate actions.

•	 Development of collateral management system 
and clearing services.

•	 Development of the repository.

•	 Development of the payment system.
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Performance in the Key Areas of Business

NSD’S operAtioNAl hiGhliGhtS of 2013

irinA Veremeenko
Member of the Executive 
Board, Chief Accountant, 
Director of the Accounting 
and Reporting Department

I believe that one of the most significant events of 2013 
was what was done by NSD to enable major foreign 
nominee holders (banks and depositories) and, therefore, 
foreign investors standing behind them to enter the 
Russian securities market. One of the main factors that 
contributed to this was the introduction of clear and 
practicable procedures for taxation of income on Russian 
securities payable to foreign nominee accounts, with the 
establishment of a clear regulatory framework governing 
the application of such procedures by Russian depositories 
acting as withholding agents. NSD as a central securities 
depository has been in the forefront of the process.

In 2014, a key objective for NSD, likewise for all other 
Russian financial institutions, will be to bring its activities and 
business processes in line with the requirements imposed 
by The Foreign Account Tax Compliance Act (FATCA), a new 
U.S. piece of legislation aimed at preventing tax evasion by 
U.S. taxpayers on payments of U.S. source income. Failure 
to comply with the FATCA requirements may make foreign 
counterparties and intermediary banks to close NSD’s 
accounts and not to work with NSD, and may also result 
in the imposition of a penalty of 30% withholding tax on 
all U.S. source payments to NSD’s clients. It has become 
especially difficult to achieve the said objective as a result 
of the suspension by the USA of its cooperation with Russia 
aimed at signing an intergovernmental agreement in this 
field.
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Performance in the Key Areas of Business

NSD is a central securities depository (CSD) in the 
russian securities market and provides services 
with respect to securities as a CSD in accordance 
with federal law No. 414-fZ “on the Central 
Securities Depository” dated 7 December 2011, 
and also acts as a nominee holder of other russian 

and foreign debt and equity securities. the year 
2013 was the first year when NSD acted as a CSD. 
that was a challenging year, as, in accordance 
with the law “on the Securities market”, NSD was 
obliged, within one year after being assigned the 
CSD status, to either open CSD nominee accounts, 
or make the relevant changes to nominee accounts 
held by NSD in:

•	 all registers of holders of securities issued by 
issuers who are required to disclose information; 
and

•	 all registers of investment unit or mortgage 
participation certificate holders, if the applicable 
asset management rules allow such securities to 
be exchange-traded.

During march 2013, NSD arranged for the transfer 
of assets valued at over rub 4 trillion from registers 
to the CSD for custody. the CSD was finally 
established seven months ahead of the schedule 
prescribed by the law. As a result, by the end of the 
year, more than 1,300 CSD nominee accounts were 
opened or reclassified in registers for NSD.

to open or reclassify CSD nominee accounts in 
registers of securities holders, NSD conducted 

a check on those issuers whose securities had 
been accepted for servicing at NSD or DCC (NSD’s 
subsidiary, a member of the moscow exchange 
Group) to determine whether or not it was required 
to open a CSD nominee account in the registers 
of such issuers. As a result, 1,200 issuers were 
identified, in whose registers, in Q1 2013, nominee 
accounts were replaced by CSD nominee accounts.

the same work was done for unit investment funds’ 
management companies, and approximately 100 
funds were identified for taking similar actions. in 
September 2013, nominee accounts in such funds’ 
registers were replaced by CSD nominee accounts.

following the entry into force of the relevant 
provisions of the federal law “on the Central 
Securities Depository” and the assignment of 
the CSD status to NSD, international settlement 
and clearing houses and foreign CSDs gained an 
opportunity to open foreign nominee accounts 
with NSD. foreign nominee accounts allow to 
significantly reduce foreign investors’ risks in the 
russian market and achieve equality of rights 
among domestic and foreign investors.

As a result, early in february 2013, euroclear 
and Clearstream started trading in the russian 
federal loan bonds (ofZ) market via their 
accounts with NSD. by the end of the year, 
according to the bank of russia, the ofZ market 
share of foreign investors settled at the level of 
24% to 25%. entry of foreign investors to the 
russian securities market had a positive effect 
for the market, with over uSD 10 billion invested 

NSD AS A CeNtrAl 
SeCuritieS DepoSitory

BY ThE END OF 2013, ThE VALUE OF 
ASSETS hELD IN CUSTODY AT NSD 
REAChED RUB 21.8 TRILLION

ThE NUMBER OF BOOK-ENTRY 
TRANSFERS PROCESSED IN 2013 
ExCEEDED 2,500,000.
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and the cost of public borrowing reduced by 
more than 100 basis points. in addition, thanks 
to these changes russian federal loan bonds 
(ofZ) were included in the barclay’s Global 
Aggregate index, one of the largest indexes 
covering 8,300 bonds with the total value of 
uSD 17 trillion. Analysts estimate that the 
inclusion of ofZ to the barclay’s index will result 
in additional investment of uSD 2.5 – 3 billion in 
the russian market. Also, mSCi barra calculating 
mSCi indexes (leading benchmarks for investors 
in emerging markets) has announced that it was 

ready to include foreign companies with russian 
assets in the mSCi russia index.

in 2013, the president of the russian federation 
signed the federal law “on making Amendments to 
the first and Second parts of the russian federation 
tax Code and Certain laws of the russian 
federation”, under which russian depositories 
(including NSD), with effect from 1 January 2014, 
are to act as a withholding agent not only with 
respect to bonds, but also with respect to russian 
equities.
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Performance in the Key Areas of Business

Apart from cooperation with registrars, the increase 
in assets held in custody with NSD resulted also 
from intensive cooperation with issuers. in 2013, 
there were ipos of five equity issues on the moscow 
exchange, and 8 certificates of federal loan bonds 
with the total nominal value of rub 1,200 billion 
were accepted by NSD for servicing.

the year 2013 saw the offering of 352 issues of 
corporate and sub-federal bonds with the total 
nominal value of rub 2,105,676 million (according 

to the details specified in the certificates accepted 
by NSD for custody). in 2013, 58 issuers offered 
their bonds for the first time in their history. in 
addition, 4 bond issues were denominated in uSD 
(with the total nominal value of uSD 400 million).

the below graphs show the movement of the 
number and total value of corporate and sub-
federal bond issues (according to the details 
specified in the certificates accepted by NSD for 
custody):
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As one of the key elements of the securities market 
infrastructure, NSD brings international standards and best 
practices (including those relating to corporate actions) to 
the Russian market. In 2013, NSD launched the project for 
the establishment of a center of corporate information and 
corporate actions in the Russian market. The key objectives 
for 2014 are the obtainment by NSD of the official status 
of a center of corporate information in the Russian market 
and the implementation of initiatives for corporate actions 
standardization.

CeNter of CorporAte iNformAtioN

sergey berneVegA
head of Division for Interaction 
with Registrars and Securities 
Depositories

in 2014, the russian equities market is expected 
to be opened for foreign investors. the availability 
of timely and accurate information and a 
possibility to exercise rights attached to securities 
are one of the most important factors investors 
(especially foreign ones) take into account when 

making a decision to buy or sell securities. to 
unlock the potential offered by the russian 
equities market liberalization, foreign investors 
must be granted access to information and a 
possibility to exercise their rights on an equal 
basis with domestic investors. 



21

Performance in the Key Areas of Business

the establishment of an NSD-based Center 
of Corporate information (CCi) is a large-scale 
project unique not only for the russian market. 
through the CCi, NSD as a central securities 
depository is committed to grant market 
participants access to timely, precise, and well-
structured corporate information. 

in 2013, the efforts aimed at establishing the 
CCi were focused on the development of its 
technological platform. having completed 
a thorough tender process and analysis, 
NSD entered into a license agreement with 
GoldenSource Corporation for the use of an 
enterprise Data management (eDm) system 
that allows NSD to conduct automated 
data acquisition from a number of sources 
simultaneously, to process data (in particular, to 
automatically reconcile data to find discrepancies 
and select benchmark data), and to provide 
clients with well-structured corporate information 
on issuers, their securities and corporate actions.

the CCi’s mission is to provide clients with 
information about corporate actions in a reader-
friendly format, including in compliance with the 
global disclosure standards. in addition, thanks 
to the availability of a wide range of information 
sources and the information verification method 
employed by NSD, it becomes possible to 
offer complex products that allow information 
recipients to minimize their labor costs. Such 
products include Sir-NSD (Securities information 
review, a database containing securities details 
and related information), the library of issuance 
Documents, and the National Securities market 
Association (NSmA) valuation Center.

the year 2014 will be critical for the 
establishment of the CCi, as the project is to be 
finally launched in 2015. NSD is involved in the 
process of drafting necessary regulations for the 
CCi, and intends to significantly expand the range 
of services by adding nine new services. 

NSmA vAluAtioN CeNter 

in 2013, NSD, in cooperation with the National 
Securities market Association (NSmA), announced 
the establishment of the valuation Center 
the objective of which is to provide market 
participants with information on fair market prices 
of financial instruments, mainly low liquid financial 
instruments.

the NSmA valuation Center is a unique product 
that allows investors to get, on a daily basis, an 
independent valuation of all bonds accepted 
by the russian central securities depository 
for servicing (more than 1,700 bond issues). As 
part of the project, NSD is currently developing 
a software package for automated use of the 
fair market price calculation methodologies, 
and calculates and provides market participants 
(such as banks, financial companies, and funds) 
with prices calculated in accordance with such 
methodologies, on a daily basis and in the manner 
and form agreed upon.

reform of CorporAte ACtioNS

in 2013, NSD completed its work on legislative 
initiatives in the field of corporate actions, which 
would allow shareholders to enjoy equal rights 
regardless of the shareholders’ geographical 
location. this could be ensured by introducing 
an e-voting process in the russian securities 
market, as well as by processing corporate actions 
in a centralized manner, through a settlement 
infrastructure organization, and by abolishing 
paperwork.

the said initiatives have been supported both by 
government authorities and securities market 
participants. As a result, the key objectives for 
2014 will be the development of necessary 
technologies and preparation for the introduction 
of an automated corporate action processing 
system based on the best international practices 
and securities market participants’ requirements.
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CleAriNG AND tri-pArty ServiCeS

the new services developed and launched in 2013 
are designed mainly to provide NSD’s clients with 
new opportunities and more flexibility to settle 
their trades in the challenging and rapidly changing 
environment of the current financial market. 

Newly introduced ‘delivery versus payment’ (Dvp) 
settlement models allow more flexibility in trade 
settlement, while repo transactions with a securities 
basket provide new opportunities to raise liquidity.

elenA gusAloVA
Director, head of Research 
and Development

The year 2013 was rich in events that had an impact on 
the Russian market development and Russian post-trade 
infrastructure positioning in the global arena. The Research 
and Development Department has been actively involved 
in the initiatives aimed at the improvement of Russian laws 
in order to simplify the taxation of income on securities for 
foreign investors. In 2013, with direct input from the R&D 
Department, NSD launched a number of key products: DVP 
settlements, tri-party services, and a repository. In addition, 
NSD started opening and servicing foreign nominee 
accounts. Our membership in international associations, 
as well as in the International Consulting Committee set up 
by NSD, allows us to share best practices and take steps to 
ensure NSD is integrated into the international post-trade 
community.

We have plenty of plans and ideas for further development 
of products and correspondent relations, as well as for 
further positioning of NSD as a Russia’s CSD in global 
markets. The principal objective of all of these initiatives is to 
improve the services we provide to our clients, make such 
services even more convenient, and attract new investors to 
the Russian market
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bANK of ruSSiA’S repo trANSACtioNS 
With A SeCuritieS bASKet

in 2013, NSD, in cooperation with the bank of 
russia and bloomberg, developed and launched 
a new collateral management service – tri-party 
repo transactions with the bank of russia. the 
new service was launched to provide NSD’s clients 
with a new channel to receive funds from the 
bank of russia. to use the service, the following 
requirements have to be met:

•	 transactions must be made with a securities 
basket, rather than with individual securities 
issues; and

•	 NSD must provide clearing and collateral 
management services (selection of securities as 
a collateral, collateral revaluation, and collateral 
replacement).

bank of russia’s repo transactions with a securities 
basket offer a number of advantages as compared 
to the currently used liquidity distribution system:

the use of A tri-pArty repo meChAnism

NSD plays the role of a clearing and settlement 
house and a collateral management agent.

trAnsACtions Are mAde With A seCurities 
bAsket

repo transactions are made with a securities 
basket, rather than with individual securities. this 
allows NSD to more efficiently manage collateral 
assets pledged to the bank of russia.

submission of requests through 
bloomberg terminAls

requests for transactions are submitted through 
bloomberg terminals which inform market 
participants about repo auctions announced by the 
bank of russia, register requests, and notify market 
participants about the execution of requests.

dVp-3 or dVp-1 settlements

funds can be received either upon completion 
of three clearing sessions, on a Dvp-3 basis, or 
immediately after the transaction is made, on a 
Dvp-1 basis.

AutomAtiC rolloVer

if, due to any reason, the client does not have 
sufficient funds on the date when the second leg 
of the repo transaction is to be executed, the client 
may automatically rollover the trade to the next 
day.

by the end of 2013, the amount of liabilities 
recorded by NSD exceeded rub 1 trillion. it 
should be noted that the number of large-value 
transactions made by market participants has 
decreased. it means that the liquidity increases 
without placing an excessive burden on the 
financial system.

in 2014, the plans include the development of a tri-
party service for inter-dealer repo transactions that 
will allow market participants to take advantages of 
transactions with a securities basket, including the 
system of automated selection of securities as a 
collateral, collateral valuation, and enforcement of 
margin calls.
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Number of collateral management services 
agreements

Number of bank of russia’s repo transactions with a 
securities basket

increase in collateral assets, quarterly average value 
(in billions of rub)

volume of bank of russia’s repo transactions with a 
securities basket (in billions of rub)
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Performance in the Key Areas of Business

DevelopmeNt of ‘Delivery verSuS 
pAymeNt’ (Dvp) SettlemeNt ServiCeS

in 2013, NSD continued to develop its ‘delivery 
versus payment’ (Dvp) settlement service (Dvp-1, 
Dvp-2, and Dvp-3). the new service represents a 
significant improvement of the securities delivery 
mechanism with the cash settlement control 
that existed earlier at NSD. the service uses the 
capabilities of NSD’s new clearing platform which 
allows clients to settle trades using Dvp model 1 
(settlement on a gross (trade-by-trade) basis), Dvp 
model 2 (gross settlement of securities followed 
by net settlement of cash), or Dvp model 3 (net 
settlement of both securities and cash). the new 
Dvp version allows clients to use a single instruction 
for securities and cash, settle trades both in russian 
rubles and foreign currencies (uSD or euro), and 
prioritize the execution of instructions.

in 2013, NSD rolled out a version of the Dvp 
settlement service that allows participants and 
their customers to settle their trades on a Dvp basis 
using their foreign currency bank accounts with 
foreign banks (J.p. morgan & Co., New york; Citibank, 
New york). however, it should be noted that the 
percentage of Dvp settlements through NSD has 
significantly increased as compared to settlements 
through accounts with foreign settlement banks.

NSD’s further plans include further improvement 
of the Dvp settlement technology, in particular, 
introduction of electronic matching of instructions, 
introduction of an option to automatically withdraw 
funds from trading bank accounts held with NSD, 
extension of a list of settlement banks, and the 
launch of Dvp settlement using correspondent 
accounts with the bank of russia via the real time 
Gross Settlement System (beSp).

Number of clearing transactions (Dvp) 
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volume of clearing transactions (Dvp) 
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The key achievement of the Repository development in the 
past year was the preparation for the launch of a full-scale 
reporting system for all standardized types of OTC contracts. 
This was achieved through the implementation of a new 
message format and new channels for communication with 
the Repository for all client categories. The establishment of 
the Customer Committee for Repository Services and of the 
Working Group for Technologies, as well as the participation 
in other committees and working groups, contribute to 
further development of the Repository with due account 
for the needs of all the interested parties. The short-term 
objective of the Repository Project is the optimization of 
technologies and the regulatory framework in light of the 
changing regulatory environment, while the long-term 
strategic objective is to develop and offer new market 
services related to pricing, revaluation, reconciliation and 
confirmation on the OTC market.

repoSitory

in accordance with the decision made by G-20 
representatives during the 2009 G-20 pittsburgh 
summit, and subject to the applicable laws, market 
participants making otC repo transactions, 

derivatives transactions, or any other transaction 
types under master agreements are required to 
disclose information about such transactions to a 
designated organization (a repository).

mAriA iVAnoVA
Vice President, Director 
for Development 
and Client Relations
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on 5 february 2013, it was announced that NSD’s 
repository was prepared to receive reports on 
two types of otC contracts made under a master 
agreement, namely currency swap and repo 
contracts. in accordance with the effective laws and 
regulations, market participants became obliged 
to register their otC repo and currency swap 

transactions with a repository with effect from 5 
November 2013. NSD announced that the repository 
was prepared to receive reports on all types of otC 
contracts made under a master agreement, starting 
from 1 october 20132.1 

in accordance with the effective laws and regulations, 
message formats used by NSD’s repository include 
also a master agreement registration form, a quarterly 
report on contracts maturing within 4 business 
days, a contractual liabilities status report, and other 
mandatory or additional forms.

With due consideration of the categories of market 
participants liable to disclose information to the 
repository, NSD provided for several reporting 
channels:

•	 luch software that includes repository’s basic 
services and has a russian interface;

•	 SWift fileAct;

•	 Web interface in russian and english;

•	 Web account allowing to create and interchange 
electronic documents with the repository’s 
system; and

•	 hard copy reports (to be used in case of technical 
issues faced by the repository or market 
participants).

2 “All types of contracts” mean contracts made over-the-
counter under a master agreement, including derivatives, repo 
contracts, and other contracts for securities or foreign currency.

Since 1 october 2013, NSD has been acting as a 
reporting agent for otC repo transactions with a 
securities basket with the bank of russia.

ThE NUMBER OF REPORTS REGISTERED 
WITh ThE REPOSITORY IN 2013 
ExCEEDED 10,000

BY ThE END OF 2013, 725 CLIENTS 
SIGNED UP FOR ThE REPOSITORY 
SERVICES 

breakdown of reports registered as 
at 1 January 2014
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1 929
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in 2014, one of the most important objectives 
will be the development of NSD’s repository 
system architecture that would include the 
following capabilities: optimization of message-
matching algorithms when a transaction is 
reported by both parties to the transaction; 
alteration, in collaboration with market 
participants and upon approval by the bank of 
russia, of the list of details to be entered into 
the register of contracts, and making relevant 
changes to the message formats used by NSD’s 
repository; introduction of additional message 

registration procedures; and development of 
additional message formats (including those for 
batch reporting). it will be essential to ensure 
compliance with the requirements of new laws 
and regulations governing repository activities 
currently being drafted by the bank of russia. 
Another important objective for 2014 will be to 
create conditions for the disclosure of aggregate 
information, the general requirements of which 
are set forth by international standards, while the 
specific requirements to which are set forth by 
the bank of russia.
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Performance in the Key Areas of Business

pAymeNt SyStem

sVetlAnA 
gryAnChenko
Director of the Cash Settlement 
Department

NSD’s Payment System, just like a living organism, is 
permanently growing, both in terms of quantity and quality. 
Our key priorities are to find opportunities and a niche for 
new settlement services convenient for our clients and to 
ensure a high speed and quality of service. One of our short-
term objectives is to implement conversion services that 
would allow our clients to trade in various segments of the 
on-exchange and OTC markets without leaving NSD.
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on 26 December 2012, the bank of russia 
designated NSD as NSD’s payment System 
operator. this designation was recorded in the 
payment System operators register on 26 
December 2012 under registration number 0014. 
in 2013, NSD’s payment System was recognized 
by the bank of russia as a systemically important 
payment system in accordance with the federal 
law “on the National payment System”. NSD offers 
its clients the possibility to make payments in nine 
currencies.

As a result, in 2013, the most important 
infrastructure functions of the financial market 
(CSD, clearing house, and payment system) became 
concentrated within NSD, which allowed NSD to 
produce a synergy effect for clients.

NSD is strongly committed to further developing 
its services, improving the performance of the 
payment system’s infrastructure components (such 
as the operations center, the payment clearing 
center, and the settlement center), at the same 
time managing risks and ensuring the continuity of 
services.

in 2014, the bank of russia will assess the 
performance of NSD’s payment System to make 
sure it operates in accordance with the CpSS-ioSCo 
principles for financial market infrastructures.

number of transactions: 1 129 831

Volume of transactions (in millions of rub):

•	 in russian rubles: 363 834 115

•	 in foreign currencies: 3 362 982
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relAteD ServiCeS

Apart from the five key business lines, NSD also 
offers related services, including SWift access 
services, electronic data interchange between NSD 
and its clients, and electronic data interchange with 
registrars.

SWift

the active use of the SWift system and 
international standards is one of the key priorities 
to improve NSD’s electronic data interchange 
processes. the total number of SWift messages 
sent in 2013 increased six-fold as compared to 
2012, with the most of the increase contributed 
by a five-fold increase in the number of outgoing 
SWift messages relating to securities. in 2013, 
NSD introduced several new SWift formats, started 
using the SWift fileAct service for interacting with 
foreign nominees in the course of fulfilling the 
withholding agent functions, and arranged for the 
communication with market participants via the 
SWift fileAct service in the course of providing 
repository services.

NSD’S eleCtroNiC DAtA iNterChANGe

NSD maintains electronic data interchange 
(eDi) with clients, clearing participants, clearing 

houses, exchanges, account fiduciaries, securities 
sub-account operators, registrars, issuers, 
correspondent depositories, paying agents, credit 
or non-credit organizations being bank account 
holders, NSD’s regional agents, and other types of 
entities being NSD’s eDi participants. electronic 
data interchange at NSD is maintained through 
such channels as SWift, telex, and eDi system 
channels (luch software, mS internet explorer, 
bank-Client interface, bank-Client internet 
interface, and bank-Client intranet interface).

NSD’s clients may also use a transit service that 
allows them to interchange electronic data via 
NSD’s eDi system.

eleCtroNiC DAtA iNterChANGe With 
reGiStrArS

As a multi-user automated system, NSD’s electronic 
data interchange system can also be used for any 
communication between registrars and entities 
(NSD’s eDi participants) registered in registers. 
eDi participants may not only submit documents 
to make transactions in a register, but also 
interchange electronic data with each other..



ANNUAL REPORT of National Settlement Depository for 2013

32

CorporAte
GoverNANCe

mAriA krAsnoVA
Deputy Chairperson of the 
Executive Board

The year 2013 was an extremely busy and fruitful year 
for NSD. It is impossible to choose any specific event, so I 
would like to speak about several most important things 
that affected the entire Russian securities market. First of 
all, in January 2013, two previously competing settlement 
depositories – NSD and DCC – completed the challenging 
merger process that lasted for more than one year. As 
a result, a single Russian settlement depository was 
established on the base of NSD, which allowed clients to 
receive all necessary services from a single company, the 
central element of the securities recordkeeping system. 
In March, NSD started operating as a full-service central 
securities depository, which resulted not only in significant 
changes in the company’s and its clients’ business 
processes, but also in important changes in the way the 
company’s staff perceive our mission and responsibility. I 
believe this is very important. Also, it should be said that 
following the many-year efforts NSD has been finally 
recognized as an Eligible Securities Depository, which 
means that foreign market players acknowledge that NSD 
meets their high expectations of asset security and risk 
management. All of the said milestones were the result of 
long-lasting processes, a very successful result that paved 
the way for further development of both NSD and the 
Russian securities market as a whole. Our further steps will 
be to establish a full-fledged, state-of-the-art infrastructure 
in Russia for processing corporate actions. This is a 
paramount objective, and if we succeed, this will allow 
us to reduce infrastructure risks, contribute to improved 
corporate governance at Russian companies, and make 
the Russian market more appealing to investors. I strongly 
believe that 2014 will be as interesting as 2013!
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Corporate Governance

the corporate governance at NSD covers the overall 
management of the company’s activities by the 
General meeting of Shareholders and Supervisory 
board, as well as relations with NSD’s management 
bodies and other stakeholders (i.e., employees, 
customers, partners, counterparties, banking 
regulatory supervisory authorities, and other 
government authorities and agencies) related to:

•	 setting strategic objectives for NSD and 
implementing an effective governance system;

•	 providing proper incentives for NSD’s 
management and employees to pursue NSD’s 
strategic objectives;

•	 maintaining the balance of shareholders’ 

interests and the interests of Supervisory board 

members, executive bodies’ members, and other 

stakeholders; and

•	 ensuring compliance with the russian laws and 

regulations, NSD’s Articles of Association and 

internal regulations.

As a CSD, NSD is committed to taking care of the 

interests of its clients, regulators, and market 

participants.

CorporAte GoverNANCe priNCipleS
NSD adheres to the key oeCD principles 
of corporate governance reflected in the 
Shareholders Agreement with respect to NSD, 
under which the corporate governance system 
should:

•	 ensure the equitable treatment of 
shareholders;

•	 recognize the rights of stakeholders 
established by law;

•	 ensure that timely and accurate disclosure is 
made on all material matters regarding NSD, 
including the financial situation, performance, 
ownership, and governance of NSD; and

•	 ensure the strategic guidance of NSD, and 
the efficient monitoring of management by 
the General meeting of Shareholders and 
Supervisory board.

the Supervisory board performs strategic 
management of NSD and exercises effective 
control over the executive board and executive 
board Chairman.

•	 the Supervisory board is responsible for 
defining the company’s development strategy, 
exercising efficient control over the company’s 
financial and business activities, and approving 
the company’s budget.

•	 the composition of the Supervisory board 
ensures the most effective performance of its 
functions.

•	 the Supervisory board members actively 
participate in Supervisory board meetings, 
as well as meetings of the Supervisory board 
Committees.

•	 Supervisory board meetings are convened on 
a regular basis, either in the form of in-person 
meetings or in the form of absentee voting, 
depending on the importance of the agenda 
issues and in accordance with the schedule of 
Supervisory board meetings.

•	 the regulations on the Supervisory board set 
out, in detail, the procedure for arranging and 
holding Supervisory board meetings.

•	 the Supervisory board comprises the budget 
Committee, the Audit Committee, the 
Nomination and remuneration Committee, 
and the technological policy and Development 
Committee.

•	 in accordance with NSD’s Articles of Association, 
the Supervisory board may establish any other 
standing or ad-hoc committees, or Customer 
Committees responsible for certain key areas of 
NSD’s business in order to deal with any current 
issues.
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•	 the Supervisory board is responsible for 
ensuring the effective performance of the 
executive board and the Chairman of the 
executive board, as well as for exercising 
control over their performance.

the executive board and the Chairman of the 
executive board are capable of effectively and 
reasonably running NSD’s day-to-day operations, in 
good faith and in the best interests of NSD.

•	 in accordance with NSD’s Articles of Association, 
the executive board has the powers to deal 
with the most complex issues arising in the 
company’s day-to-day operations.

•	 the composition of the executive board ensures 
the most effective performance by NSD’s 
executive bodies of their functions.

to enable its shareholders to make reasonable 
decisions and to ensure the transparency of its 
operations, NSD discloses, in a timely fashion, 
full and accurate information on its activities, 
as required by the russian laws and NSD’s 
internal regulations, including information on 
the company’s financial standing, performance 
indicators, ownership structure, and governance 
structure.

•	 NSD’s shareholders enjoy equal rights to gain 
access to any corporate information.

•	 NSD’s shareholders and other stakeholders may 
receive full and accurate information, including 

information on NSD’s financial standing, 
performance, governance, shareholders, and 
any material facts that affect NSD’s financial and 
business activities.

•	 NSD has controls in place to ensure that its 
internal information and trade secrets are 
kept confidential, and the use of the same is 
monitored.

NSD assesses its corporate governance 
system in accordance with the bank of russia’s 
recommendations laid down in its letter No. 
11-t “on a Corporate Governance Assessment 
Questionnaire for Credit organizations” dated 7 
february 2007.

in accordance with section 11.3.24.7 of NSD’s 
Articles of Association, the company’s corporate 
governance system is assessed at least once a 
year. upon completion of such assessment, a 
corporate governance report is prepared and 
submitted to the Supervisory board for approval. 
A regular assessment of NSD’s corporate 
governance system was performed in 2013.

to assess its corporate governance, NSD 
uses a special “corporate governance quality 
index” developed based on the questionnaire 
recommended by the bank of russia in its letter 
No. 11-t dated 7 february 2007. the current 
index score for the purpose of internal self-
assessment is calculated on a quarterly basis.
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During the reporting year, the Supervisory board 
carried out the overall management of NSD‘s 
operations during the periods between the 
General meetings of Shareholders.

in the reporting year, the Supervisory board held 
18 meetings and considered various matters 
related to NSD’s key areas of business. Among 
these, the Supervisory board considered certain 
matters related to the implementation of high 
priority projects and the status of NSD’s project 
activities, as well as matters related to NSD’s 
activities as a CSD, risk management, operational 
performance, and the development of corporate 
governance at NSD.

the Supervisory board made decisions on key 
issues related to NSD’s financial and business 
activities and business development, including 
the following:

•	 performance against the budget of NSD’s 
revenues, expenses and profit, and the capital 
expenditure budget for 2013, and making 
adjustments thereto;

•	 approval of the budget of NSD’s revenues, 
expenses and profit, and the capital 
expenditure budget for 2014;

•	 approval of NSD’s restated portfolio 
investment policy;

•	 preliminary approval of NSD’s 2012 Annual 
report;

•	 approval of the fees payable to NSD’s 
independent auditor;

•	 making changes to NSD’s fee Schedule;

•	 NSD’s projects for 2014;

•	 NSD’s it strategy;

•	 NSD’s risk management development strategy; 
and

•	 approval of the tariff, client, and marketing 
policies.

Also, the Supervisory board gave much attention 
to considering and deciding on the matters of 
corporate governance at NSD, in particular:

•	 assessment of the corporate governance at NSD;

•	 assessment of NSD’s internal control system;

•	 approval of the organizational structure and 
members of NSD’s executive board, and 
authorizing executive board members to hold 
positions in management bodies of other 
entities;

•	 sale of NSD’s shares in accordance with the 
Shareholders Agreement;

•	 convocation of the annual General meeting of 
Shareholders;

•	 making amendments to NSD’s Articles of 
Association;

•	 recommendations to the annual General 
meeting of Shareholders;

•	 establishment of Supervisory board Committees 
and Customer Committees;

•	 disposal of the interest in the share capital of 
SDCo (CJSC); and

•	 approval of NSD’s interested party transactions.

in addition, decisions were taken on the matters 
related to NSD’s operational efficiency, amendment 
and approval of NSD‘s internal regulations, 
including the following:

•	 reviewing reports submitted by NSD’s internal 
Control Division and approving its working 
plans, and reviewing reports submitted by NSD’s 
controller in connection with NSD acting as a 
professional securities market participant;

•	 assessment of CSD’s risks;

SuperviSory boArD’S report oN NSD’S 
performANCe iN the Key AreAS of buSiNeSS
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•	 approval of NSD’s regulations on the Criteria 
(principles) for the Selection of investment 
Assets;

•	 approval of NSD’s restated Clearing rules;

•	 approval of NSD’s restated terms and Conditions 
of Depository operations;

•	 approval of NSD’s restated electronic 
Communication rules;

•	 approval of NSD’s restated information 
Disclosure rules; and

•	 approval of a list of measures aimed at ensuring 
failure-free operation of NSD’s software and 
hardware.

in 2013, NSD’s Supervisory board conducted a self-
assessment of its performance in accordance with 
the methodology recommended by the bank of 
russia in its letter No. 11-t dated 7 february 2007. 
the self-assessment covered the following issues:

•	 overall management of NSD’s operations and 
setting business priorities;

•	 organizing Supervisory board’s activities, 
including its interaction with NSD’s executive 
bodies;

•	 compliance with the corporate governance 
principles;

•	 availability of efficient risk management at NSD; 
and

•	 availability and quality of necessary internal 
regulations the approval of which is reserved to 
the Supervisory board.

the self-assessment involved completing a 
questionnaire by the Supervisory board members 
and individual interviews held by the Chairman of 
the Nomination and remuneration Committee 
with some of the Supervisory board members to 
elaborate on their comments and suggestions.

the final self-assessment report was presented 
and discussed at an in-person meeting of the 
Supervisory board. upon discussion of the report, 
the Supervisory board approved the key areas for 
the development and improvement of its activities 
in 2014, including:

•	 changing the form of materials to be prepared 
for Supervisory board meetings (such materials 
must include a summary of the matters to be 
discussed at a meeting, preferably in the form of 
a presentation);

•	 planning the work of Supervisory board 
Committees and providing Supervisory board 
members with information on key decisions 
taken at Supervisory board Committee 
meetings;

•	 broadening communication between 
Supervisory board members and NSD’s senior 
managers; and

•	 active involvement of Supervisory board 
members in the work on any issues related to 
NSD’s Development Strategy.
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NSD’S CorporAte GoverNANCe StruCture

general meeting 
of shareholders

Chairman of the executive board

executive board

Architectural Committee

National Settlement Depository 
Customer Committee (Central Securities 

Depository Customer Committee)

risk management Committee

tender Committee

product and project Committee

repository Committee

risk management Committee 
for payment System

Customer Committee for Settlement 
& Depository Services and tariffs

Customer Committee for Quality 
Control and risk management

Customer Committee for registrar 
and Depository relations

update Committee

budget Committee

technological policy and 
Development Committee

Audit Committee

Nomination and remuneration 
Committee

supervisory board
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NSD’S mANAGemeNt boDieS

body Authority

GeNerAl meetiNG of 
ShAreholDerS

the General meeting of Shareholders is NSD’s superior management 
body. General meetings are convened at least once a year.
the General meeting makes decisions on key matters related to 
NSD’s activities. the list of matters reserved to the General meeting is 
set out in federal law No. 208-fZ “on Joint-Stock Companies” dated 
26 December 1995 and NSD’s Articles of Association.

SuperviSory boArD the Supervisory board is NSD’s superior management body 
exercising management functions during the periods between 
General meetings. Supervisory board members are elected by the 
General meeting of Shareholders for the period until the next annual 
General meeting. the procedures of the Supervisory board are 
governed by the regulations on the Supervisory board approved by 
the General meeting.

ChAirmAN of the exeCutive 
boArD

the Chairman of the executive board is the chief executive officer 
of NSD. the Chairman of the executive board is appointed by the 
General meeting of Shareholders for a term of three years.

exeCutive boArD the executive board is NSD’s collegial executive body. executive 
board members are appointed by the Supervisory board. the 
procedures of the executive board are governed by the regulations 
on the executive board approved by the General meeting.

CommiSSioNS AND CommitteeS

Additional information regarding NSD’s 
commissions and committees is available at pages 
54 to 63 of this report.
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CommitteeS of the SuperviSory boArD

nAme mission

AuDit Committee ensuring efficient work of NSD’s Supervisory board in organising 
the internal control and external audit system, as well as risk 
management at NSD.

buDGet Committee improving the efficiency of NSD’s Supervisory board by ensuring 
proper control over the way funds are received and spent at NSD. 
the Committee thoroughly prepares materials to be considered at 
meetings of NSD’s Supervisory board relating to financial planning 
and financial resources management at NSD.

NomiNAtioN AND 
remuNerAtioN Committee

in-depth analysis of matters relating to the recruitment, assessment 
and remuneration of NSD’s senior managers, including Supervisory 
board members, the Chairman of the executive board, executive 
board members, and members of the internal Audit Commission, 
and preparation of materials to be considered at Supervisory board 
meetings.

teChNoloGiCAl poliCy AND 
DevelopmeNt Committee

Analysis of development of NSD’s it systems, and making 
recommendations to the Supervisory board and the executive 
board on the matters related to the technological policy in the field 
of creation, maintenance, operation, and development of such it 
systems.
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CommitteeS of the ChAirmAN of the exeCutive boArD

nAme mission

ArChiteCturAl Committee making proposals to ensure uninterrupted operation of the it 
infrastructure, development of the it strategy, and monitoring of its 
implementation.

upDAte Committee Quality analysis of controls in the course of updating software or 
it infrastructure, and risk management in the course of making 
updates.

CommitteeS of the exeCutive boArD

nAme mission

riSK mANAGemeNt Committee Assistance to the executive board in the field of corporate 
governance and risk management.

teNDer Committee Securing the best terms for procuring goods, services, and works 
needed to support NSD's operations, and minimizing the risk of NSD 
contractors failing to deliver.

proDuCt AND proJeCt 
Committee

NSD’s project management.

repoSitory Committee Considering proposals and making recommendations to the 
executive board for the development and improvement of NSD’s 
trade repository activities.

riSK mANAGemeNt Committee 
for pAymeNt SyStem

Considering proposals and making recommendations to NSD’s 
executive bodies in the field of risk management in NSD’s payment 
System.
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CuStomer CommitteeS

nAme mission

CuStomer Committee for 
QuAlity CoNtrol AND riSK 
mANAGemeNt

making recommendations to the Supervisory board on the client 
and marketing policy, improving the quality of clients’ service, and 
approval of internal documents related to clearing activities.

CuStomer Committee for 
SettlemeNt AND DepoSitory 
ServiCeS AND tAriffS

Analysing customers’ needs, making recommendations for the 
development of depository and settlement products and NSD’s tariff 
policy.

CuStomer Committee for 
reGiStrAr AND DepoSitory 
relAtioNS

making recommendations to improve existing methods of 
interaction between NSD and registrars, and proposals to change 
existing technologies being used for the interaction between NSD 
and registrars.

NAtioNAl SettlemeNt 
DepoSitory CuStomer 
Committee (CeNtrAl 
SeCuritieS DepoSitory 
CuStomer Committee)

Approval of internal regulations of NSD as a central securities 
depository and NSD’s fees for depository services.

iNterNAl AuDit CommiSSioN

nAme mission

iNterNAl AuDit CommiSSioN the internal Audit Commission is the controlling body responsible 
for exercising internal control over NSD’s financial and business 
activities. members of the internal Audit Commission are elected at 
annual General meetings of Shareholders. the procedures of NSD’s 
internal Audit Commission are governed by the regulations on the 
Internal	Audit	Commission	approved	by	the	General	Meeting. 
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SuperviSory boArD memberS eleCteD At the ANNuAl GeNerAl meetiNG of 
ShAreholDerS oN 25 mAy 20123 

RUBEN AGANBEGYAN EDDIE ASTANIN

MIKhAIL BRATANOV ANNA VYShLOVA

OLEG VYUGIN BELLA ZLATKIS

MARIA IVANOVA ALExANDER IKONNIKOV

IRINA IKONNIKOVA ANDREY REMNEV

EKATERINA SIZOVA VLADIMIR TATSIY

NADEZhDA UShAKOVA ALExEY FEDOTOV

ALExANDER ShChEGLOV

SuperviSory boArD memberS eleCteD At the ANNuAl GeNerAl meetiNG of 
ShAreholDerS oN 26 JuNe 2013. iNformAtioN oN the SuperviSory boArD 
memberS

eddie AstAnin

DAte of birth: 16 December 1961

eDuCAtioN: mozhaisky military engineering institute, 1984
institute for further training and Qualification upgrade in finance and 
banking at the finance Academy under the Government of the russian 
federation, 1996

employmeNt: Chairman of the executive board, National Settlement Depository
previous positions:  
1994 – 2004 – miCex CJSC
2005 – 2009 – Deputy Director General, Not-for-profit partnership National 
Depository Center
2009 – 2010 – Deputy Director General, Director General, National 
Depository Center

3      information on the Supervisory board members elected on 25 may 2012 is available in NSD’s 2012 Annual report.
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sergey bereZhny

DAte of birth: 8 August 1967

eDuCAtioN: taras Shevchenko university of Kyiv, 1992

employmeNt: General Director, Computershare llC
Chairman of the board of Directors, CJSC Computershare registrar

AnnA VyshloVA

DAte of birth: 31 December 1973

eDuCAtioN: lomonosov moscow State university, 1996
higher School of economics, 2008

employmeNt: Chief operating officer, renaissance broker limited

oleg Vyugin (independent director)

DAte of birth: 29 July 1952

eDuCAtioN: lomonosov moscow State university, 1974
lomonosov moscow State university, post-graduate course, 1978

employmeNt: federal State Autonomous educational budgetary institution of higher 
professional education “National research university “higher School of 
economics”, professor, Stock markets and investment market Chair
Currently also holds positions of Chairman of the board of Directors, mDm 
bank (oJSC), and Chairman of the board of Directors, NAufor
previous positions: 
head of the federal Service for financial markets, first Deputy Chairman of 
the Central bank of the russian federation, first Deputy minister of finance 
of the russian federation
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bellA ZlAtkis

DAte of birth: 5 July 1948

eDuCAtioN: moscow finance institute, 1970
All-union Correspondence financial institute, post-graduate course, 1978
Candidate of economic Sciences

employmeNt: Deputy Chairperson of the executive board, Sberbank of russia

AlexAnder ikonnikoV (independent director)

DAte of birth: 5 April 1971

eDuCAtioN: Gubkin moscow oil and Gas university, 1993
Candidate of economic Sciences
ioD Chartered Director, uK

employmeNt: General Director, board Solutions CJSC
previous positions:
1996 – 1998 – head of Department for foreign economic relations and 
investments, ministry for fuel and energy, russia
1998 – 2001 – Deputy executive Director, NAufor (russian National 
Association of Securities market participants)
2001 – 2004 – Co-founder/executive Director, investor protection 
Association in russia
Since 2005 – Senior partner, board Solutions
Chairman of the independent Directors Association of russia; independent 
Director and member of the personnel and remuneration Committee, 
Sollers plc., russia

AlexAnder nAZAroV

DAte of birth: 15 April 1969

eDuCAtioN: moscow State institute of international relations (mGimo), 1993

employmeNt: Director, Depository Services Department, ZAo uniCredit bank
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Andrei remneV (independent director)

DAte of birth: 7 August 1951

eDuCAtioN: moscow finance institute, 1976

employmeNt: previous positions: 
1999 – 2013 – Director of Depository, vnesheconombank

VlAdimir reutoV

DAte of birth: 7 february 1963

eDuCAtioN: leningrad Shipbuilding institute, 1986
international banking institute, 1998
St. petersburg State university, 1998

employmeNt: Deputy Chairman of the management board, bANK St. petersburg oJSC

ekAterinA siZoVA (independent director)

DAte of birth: 5 June 1974

eDuCAtioN: moscow State linguistic university, 1996
financial Academy under the Government of the russian federation, 2002

employmeNt: executive Director, J.p. morgan limited
previous positions:
2001 – 2011 – head of Securities management, renaissance broker llC
2011 – September 2013 – head of Custody, J.p. morgan bank international 
(llC)
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VlAdimir tAtsiy

DAte of birth: 5 December 1960

eDuCAtioN: moscow energy institute, 1984
institute for World economy and international relations of the russian 
Academy of Sciences, post-graduate course
Candidate of economic Sciences, 2011

employmeNt: first vice president, Gpb (oJSC)

dmitry tolokonnikoV

DAte of birth: 27 April 1986

eDuCAtioN: moscow State law university, 2008
financial university under the Government of the russian federation

employmeNt: vice president, Deputy head of law Department, rDif management 
Company
previous positions:
2006 – 2013 – Associate, freshfields bruckhaus 

nAdeZhdA ushAkoVA

DAte of birth: 6 february 1967

eDuCAtioN: State finance Academy, 1988

employmeNt: Senior vice president, head of Depository, JSC vtb bank
previous positions:
1997 – 2004 – Custody, iNG bank (eurasia) ZAo
2004 – 2009 – head of Custody, Deutsche bank llC
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Alexey fedotoV

DAte of birth: 16 July 1965

eDuCAtioN: moscow institute of radio engineering, electronics and Automation, 1986

employmeNt: head of Securities and funds Service, ZAo Citibank
previous positions:
head of the Depository Department, AbN Amro bank ZAo

Andrei shemetoV

DAte of birth: 18 July 1974

eDuCAtioN: S. ordzhonikidze State management Academy (State management 
university), 1996

employmeNt: Deputy Chairman of the management board, moscow exchange
previous positions:
2008 – 2012 – Director General, AtoN llC

the members of the Supervisory board did not own any shares in NSD.
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iNformAtioN oN the exeCutive boArD memberS (AS At 31 DeCember 2013)

eddie AstAnin, Chairman of the executive board

DAte of birth: 16 December 1961

eDuCAtioN: mozhaisky military engineering institute, 1984
institute for further training and Qualification upgrade in finance and 
banking at the finance Academy under the Government of the russian 
federation, 1996

employmeNt: Chairman of the executive board, National Settlement Depository
previous positions: 
1994 – 2004 – miCex CJSC
2005 – 2009 – Deputy Director General, Not-for-profit partnership National 
Depository Center
2009 – 2010 – Deputy Director General, Director General, National 
Depository Center

irinA Veremeenko, director of the Accounting and reporting department

DAte of birth: 24 may 1965

eDuCAtioN: moscow finance institute, 1987

employmeNt: Chief Accountant, Director of the Accounting Department, executive board 
member, NSD



49

Corporate Governance

nikolAy degtyAreV, deputy Chairman of the executive board

DAte of birth: 27 february 1958

eDuCAtioN: lomonosov moscow State university, 1985

employmeNt: Deputy Chairman of the executive board, executive board member, NSD
previous positions:
1996 – 2012 – Deputy Director of the Department, head of the unit 
for it Support of financial markets transactions of the market Services 
Department, Central bank of the russian federation

the members of the executive board did not own any shares in NSD.
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NSD’s majority shareholder is moscow exchange 
(99.997 %). the full list of NSD’s shareholders is set 
out in the table below.

on 30 June 2011, the Shareholders Agreement 
with respect to NSD was executed which sets 
forth the core principles of corporate governance 
at NSD agreed upon by the shareholders upon 
establishment of the company.

the execution of the Shareholders Agreement 
accompanied by making amendments to 
NSD’s Articles of Association and other internal 
regulations secured for NSD’s customers the right 
to participate in managing NSD and ensured a 
balance between the interests of NSD’s majority 
and minority shareholders. under the Shareholders 
Agreement, up to five major customers of NSD may 
become its shareholders every year, thus becoming 
entitled to participate in managing the company.

the broad representation of securities market 
participants in NSD’s share capital (based on 
the ‘one participant – one share’ principle) gives 
NSD’s customers an opportunity to participate 
in developing NSD’s product range and tariffs, 
i.e., establish control over the price and quality 
characteristics of NSD’s services.

the Shareholders Agreement demonstrates that 
the moscow exchange Group is willing to establish a 
corporate governance system that is transparent to 
securities market participants.

in 2013, amendments to NSD’s Articles of 
Association were registered, in accordance with 
which the following foreign organizations may 
become NSD’s shareholders:

•	 international centralized systems responsible for 
recordkeeping of rights in and to securities and/
or settling trades in securities; and

•	 foreign central securities depositories.

As a result of foreign organizations becoming NSD’s 
shareholders, NSD will be able to position itself as a 
eurasian (regional) international central securities 
depository. this will allow NSD to offer foreign 
investors CSD services for execution of transactions 
with securities of russian or other CiS issuers, and 
also to offer investors from CiS countries services 
for execution of transactions with foreign securities 
through accounts held by international or CiS CSDs 
with NSD.

ShAreholDerS
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liSt of NSD’S ShAreholDerS (AS At 31 DeCember 2013)

1 open Joint Stock Company “moscow exchange miCex-rtS”

2 Gazprombank (open Joint-Stock Company)

3 limited liability Company “Deutsche bank”

4 “iNG bANK (eurASiA) ZAo” (Closed Joint Stock Company)

5 Joint Stock Commercial bank – bank of moscow (open joint stock company)

6 Joint Stock Commercial bank “roSbANK” (open joint-stock company)

7 CentroCredit Joint Stock Commercial bank

8 vtb bank (open joint-stock company)

9 bank for Development and foreign economic Activities (vnesheconombank)

10 Alor iNveSt ltd

11 CloSeD JoiNt StoCK CompANy “bANK CreDit SuiSSe (moSCoW)"

12 Closed joint stock company raiffeisenbank

13 Stock company Saint-petersburg Currency exchange

14 Closed Joint Stock Company uniCredit bank

15 Kit finance Capital (limited liability company)

16 Commercial bank “J. p. morgan bank international” (limited liability Company)

17 limited liability Company “AtoN”

18 brokerCreditService limited

19 “ooo morgan Stanley bank”

20 open Joint-Stock Company “AlfA-bANK”

21 “bank “Saint-petersburg” open Joint-Stock Company

22 otKritie brokerage house Joint Stock Company

23 open Joint-Stock Company “NomoS-bANK”

24 open Joint Stock Company investment Company "ZeriCh Capital management"

25 Sberbank of russia

26 open joint stock Company "Sotsinvestbank"

27 iNfiNitum Asset Services

28 Closed joint stock company "Sberbank Cib"

29 evrofinance mosnarbank

30 "metropol" investment financial Company ltd."

31 renaissance broker limited

32 mDm bank, open Joint Stock Company

33. irkol CJSC

34. Novyi registrator CJSC

35. professional registration Center CJSC

36. JSC “DrAGa”

37. CJSC "Computershare registrar"
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GeNerAl meetiNG of ShAreholDerS

the procedures at the General meeting of 
Shareholders are governed by the regulations on 
NSD’s General meeting of Shareholders approved 
by the General meeting.

the General meeting which approved NSD’s 
Annual report for 2012 and NSD’s auditor was 
held on 26 June, 2013. the General meeting also 
made decisions on profit distribution and dividend 
payment for 2012, elected the Supervisory board 
and the internal Audit Commission, approved 

amendments to NSD’s Articles of Association, made 
decisions on remuneration of the Supervisory 
board members, and approved interested-party 
transactions.

No extraordinary General meeting of Shareholders 
was held in 2013.

reGiStrAr

the registrar maintaining the share register of NSD 
is registrar Society “StAtuS” Closed Joint-Stock 
Company.

report oN the pAymeNt of DeClAreD (ACCrueD) 
DiviDeNDS oN the ShAreS iN NSD

in accordance with federal law No. 208-fZ “on 
Joint-Stock Companies” dated 26 December 1995, 
a company may declare dividends on its issued 
and outstanding shares and is required to pay the 
dividends so declared.

the annual General meeting of Shareholders held 
on 26 June 2013 passed the following resolutions in 
relation to dividend payment to NSD’s shareholders:

NSD would pay rub 3 billion in dividends to the 
shareholders out of NSD’s net profits for the 
financial year 2012.

•	 the amount of the dividends to be paid on 
NSD‘s shares was set at rub 2,540.92 per 
registered ordinary share before the payment 
of the dividend income tax in accordance with 
subparagraph 1 of paragraph 3, Article 284 of 
the russian tax Code.

•	 the dividends would be payable to the 
company’s shareholders within 60 days 
following the dividend declaration by the annual 
General meeting of Shareholders. the dividends 
would be payable to the current/correspondent 
accounts of NSD’s shareholders.

the dividends were paid in full and within the 
prescribed timeframe.
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federal law No. 208-fZ “on Joint-Stock 
Companies” stipulates that upon decision of the 
General meeting of Shareholders remuneration may 
be paid to the Supervisory board members during 
their period in office. the amount of remuneration 
is approved by the General meeting of Shareholders.

the Supervisory board, in accordance with the 
suggestions of the Nomination and remuneration 
Committee, made recommendations for the 
annual General meeting of Shareholders as to the 
principles and amount of remuneration payable to 
the Supervisory board members in 2013.

the following factors were taken into account by 
the Supervisory board members to determine the 
amount of remuneration:

•	 membership in the Supervisory board;

remuneration to the executive board members 
is paid in accordance with their employment 
contracts. in accordance with NSD’s Articles 
of Association, the amount of remuneration is 
approved by the Supervisory board.

remuneration payable to the executive board 
members comprises two components:

•	 monthly remuneration (salary) payable for the 
performance of duties under the employment 
contract; and

•	 performance of the functions of the Supervisory 
board Chairperson;

•	 membership in a Supervisory board Committee;

•	 performance of the functions of the head of a 
Supervisory board Committee;

•	 attendance to Supervisory board meetings; and

•	 attendance to Supervisory board Committee 
meetings.

in 2013, the independent member of the 
Supervisory board, Alexander ikonnikov, was paid 
remuneration amounting to rub 2,000,000.

the total remuneration paid in 2013 to the 
Supervisory board members amounted to rub 18 
985 729.55.

•	 performance-based remuneration. Key 
performance indicators are set by the 
Nomination and remuneration Committee of 
the Supervisory board. individual performance 
targets are set for each executive board 
member, and the amount of remuneration 
payable to such member depends on whether 
the performance targets are met.

the total remuneration paid to the executive board 
members in 2013 amounted to rub 39,119,233.92.

remuNerAtioN of NSD’S SuperviSory 
boArD memberS

remuNerAtioN of NSD’S exeCutive boArD memberS
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NSD’S SuperviSory boArD CommitteeS AND other 
CommiSSioNS AND CommitteeS

members

1 ANDrey remNev Chairman of the Committee

2 SerGey bereZhNy General Director, Computershare llC

3 ANNA vyShlovA managing Director, renaissance broker llC

4 SvetlANA KiSelevA vice-president, head of the risks Department, mDm bank

5 AlexANDer NAZArov Director, Depository Services Department, ZAo uniCredit bank

6 eKAteriNA SiZovA executive Director, Jp morgan limited

7 Dmitry toloKoNNiKov
vice president, Deputy head of law Department, rDif 
management Company

8 NADeZhDA uShAKovA Senior vice president, head of Depository, JSC vtb bank

AuDit Committee

mission

the Audit Committee’s role is to ensure efficient 
work of NSD’s Supervisory board in organising 

the internal control and external audit system, as 
well as risk management at NSD.
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highlights of the yeAr  

in 2013, the Audit Committee held 13 meetings 
and considered 36 matters, in accordance with the 
pre-approved plan. the Committee meetings were 
attended by the heads of the relevant departments 
and NSD’s senior managers.

in close cooperation with the internal Service 
Division, the controller of NSD as a professional 
securities market participant and clearing 
house, the risk management Department, and 
NSD’s other departments, the Audit Committee 
controlled the establishment and development 
of NSD’s functions and systems as a CSD, 
clearing house, significant payment system 
operator, and trade repository. Special attention 
was paid to remedying or minimizing problems 
faced by securities market participants when 
transferring their assets to NSD’s CSD accounts 
in shareholder registers. At their meetings, the 
Committee members, on a regular basis, reviewed 
plans and performance reports of the relevant 
departments and proposed changes to their 
work. in accordance with the Audit Committee’s 
recommendations, NSD’s senior management 
changed the management of the internal Service 

Division. upon review by the Audit Committee 
and in accordance with its recommendations, 
the Supervisory board approved the new version 
of the internal Control instructions of NSD as a 
professional Securities market participant and 
Clearing house, as well as the internal Control 
rules Aimed at Combating money laundering and 
the financing of terrorism.

in 2013, the Audit Committee intensified its work 
in the field of controlling NSD’s risks. in particular, 
the new version of NSD’s portfolio investment 
policy and the new version of the regulations on 
the procedure of Stress testing of NSD’s economic 
risks were approved. in addition, a list of measures 
aimed at ensuring failure-free operation of NSD’s 
software and hardware was considered and 
approved. in the field of risk management, the Audit 
Committee continued making efforts to further 
improve risk management at NSD and devised 
the risk management Development Strategy 
for 2014-2015, as well as the methodology for 
determining the risk appetite. Steps to improve 
risk management were taken in accordance with 
the external auditors’ recommendations and under 
supervision of the Supervisory board..



ANNUAL REPORT of National Settlement Depository for 2013

56

members

1 evGeNy fetiSov
Cfo, moscow exchange,
Chairman of the Committee

2 vlADiSlAv ZimiN
economic Advisor, market Services Department, bank of 
russia

3 ANDrey poNomArev
Deputy Chief of liquidity and treasury operations Division, 
Sberbank of russia

4 NADeZhDA uShAKovA Senior vice president – head of Depository, JSC vtb bank

5 Alexey feDotov Director, head of Securities and fund Services, ZAo Citibank

highlights of the yeAr

in 2013, the budget Committee held 10 meetings. 
the Committee’s top priorities in 2013 were related 
to NSD’s budget planning and tariff policy.

the budget Committee’s key task for 2014 will be 
to ensure operational cost-effectiveness of NSD’s 
business while providing earmarked financing for 
top priority projects. for these purposes, the budget 
Committee expects to regularly review NSD’s 
management accounts, including information 
broken down by projects and current operations.

buDGet Committee

mission

the budget Committee’s role is to improve the 
efficiency of NSD’s Supervisory board by ensuring 

proper control over the way funds are received and 
spent at NSD. the Committee thoroughly prepares 
materials to be considered at NSD’s Supervisory 
board meetings relating to financial planning and 
the financial resources management at NSD.
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highlights of the yeAr

in 2013, the Nomination and remuneration 
Committee held 7 meetings.

the principal matters considered at the Committee 
meetings were as follows: recommendations as 
to the composition of NSD’s executive board and 
remuneration payable to the executive board 
members; determining and assessing the Key 
performance indicators (Kpi) for NSD’s senior 

managers; recommendations as to new nominees 
to the Supervisory board to be elected at the annual 
General meeting in 2013; determining the principles 
of remuneration of Supervisory board and internal 
Audit Commission members; and recommendations 
as to the Supervisory board members remuneration 
and expenses reimbursement regulations.

the Committee Chairman coordinated the efforts 
to assess the state of corporate governance at NSD 
based on the 2013 results.

NomiNAtioN AND remuNerAtioN 
Committee

mission

in-depth analysis of matters relating to the 
recruitment, assessment and remuneration of 

NSD’s senior managers, including Supervisory 
board members, the Chairman of the executive 
board, executive board members, and members 
of the internal Audit Commission, and preparation 
of materials to be considered at Supervisory board 
meetings.

member

1 AlexANDer iKoNNiKov
Chairman of the Supervisory board, independent Directors 
Association

2 AlexANDer AfANASyev Chief executive officer, moscow exchange

3 oleG vyuGiN Chairman of the board of Directors, mDm bank

4 bellA ZlAtKiS
Deputy Chairperson of the executive board, Sberbank of 
russia

5 SerGey lyKov
member of the management board, Deputy Chairman, 
vnesheconombank

6 SerGey ShvetSov
first Deputy Governor of the bank of russia, head of the bank 
of russia financial markets Service
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members

1
ANAtoly KArAChiNSKy, 
ChAirmAN of the Committee 

president, ibS-Group

2 vlADimir GibeNKo it Director, renaissance Capital

3 NiKolAy DeGtyArev
Deputy Chairman of the executive board, member of the 
executive board, NSD

4 evGeNy KoSteNKo
Deputy Director of information technologies Center, 
bank of russia

5 vlADimir KurlyANDChiK Director for Development, ArQA technologies CJSC

6 SerGey polyAKoff
member of the executive board, Chief information officer, 
moscow exchange

7 ANDrey remNev
member of the Supervisory board, Chairman of the Audit 
Committee, NSD

8 miKhAil KhASiN Deputy General Director, Sberbank-technologies CJSC

9 yuri yArtSev Chief technologist, otKritie trading llC

teChNoloGiCAl poliCy AND 
DevelopmeNt Committee

mission

Analysis of development of NSD’s it systems to 
make sure they meet the needs of financial markets 
participants, and making recommendations to 

the Supervisory board and the executive board on 
the matters related to the technological policy in 
the field of creation, maintenance, operation, and 
development of such it systems.

highlights of the yeAr

in 2013, the technological policy and Development 
Committee held two meetings, at which the 
Committee members considered the drafts of the 
new version of NSD’s electronic Data interchange 
rules and NSD’s it Strategy for the period until 
2016. upon proposal by the Committee, an it 
audit was conducted, following which the key 
priorities for NSD’s technological development 

were formulated, and a new it management 
system was proposed. in addition, the Committee 
recommended establishing new joint advisory and 
consultative bodies in the field of it, composed of 
the moscow exchange’s and NSD’s representatives.

the Committee’s key task for 2014 will be to 
complete the transformation of the organizational 
structure of NSD’s it department and migration to a 
new it architecture.
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CommitteeS of the exeCutive 
boArD

riSK mANAGemeNt Committee

mission

the risk management Committee’s role is to 
provide assistance to the executive board in the 
field of corporate risk management. the Committee 
focuses on improving and strengthening the risk 
management at NSD and ensuring immediate 
response to critical risks.

ChAirperson

maria Krasnova, Deputy Chairperson of the 
executive board.

highlights of the yeAr

in 2013, the Committee held 6 meetings, at which 
the Committee members dealt with systemic 
problems related to planning software releases 
or upgrades and it failures and posing threat 
to clients’ interests or NSD’s financial stability 
or business reputation. the Committee made 
recommendations for minimization of incident 
impact and prevention of incidents in the future. 
the recommendations were considered and 
approved by the executive board, and all the 
arrangements were implemented.

riSK mANAGemeNt Committee for 
pAymeNt SyStem 

mission

the Committee makes recommendations 
to NSD’s executive bodies in the field of risk 
management in NSD’s payment System, including 
recommendations as to the eligibility criteria 
for participation in NSD’s payment System, 
requirements to payment infrastructure service 
providers, and issues of information security in 
NSD’s payment System.

ChAirperson

ekaterina maksimova, Director of the risk 
management Department.

highlights of the yeAr

in 2013, the Committee held 3 meetings, at which 
the following matters were dealt with:

•	 determining the Committee’s priorities for 2013;

•	 legal, economic, and reputational risks for NSD 
and moscow exchange Group in the event of 
NSD’s payment System participants failing to 
comply with the anti-money laundering and 
terrorist financing rules;

•	 setting criteria for the assessment of risk 
management in NSD’s payment System; 

•	  the need for different terms and conditions of 
funds transfers for those NSD’s clients who are 
NSD’s payment System participants, and for 
those clients who are not.

teNDer Committee

mission

Securing the best terms for procuring goods, 
services, and works needed to support NSD’s 
operations, and minimizing the risk of NSD 
contractors failing to deliver.

Committee ChAirperson

Zhanna Klimova, head of financial and business 
Accounting at NSD.

highlights of the yeAr

in 2013, the Committee held 21 meetings, at which 
the Committee members dealt with the selection 
of contractors for NSD’s key areas of business and 
projects (including the repository and the Center 
of Corporate information), as well as contractors 
for NSD’s various administrative, current, and 
professional needs.

proDuCt AND proJeCt Committee 

mission

the Committee was set up to manage project 
activities at NSD, including the development of new 
products and services. the Committee’s key role 
is to assist the executive board in deciding on the 
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project and product management of the company 
and to ensure that the project implementation and 
management policies and regulations are complied 
with.

ChAirperson

irina veremeenko, Chief Accountant, Director of the 
Accounting and reporting Department4.1 

highlights of the yeAr

in 2013, the Committee held 14 meetings, at which 
the Committee members determined the scope 
and groups of projects to be implemented in 2014-
2015; considered the road map for 2014-2016 and 
projects for 2014 and approved the project budget; 
made amendments to NSD’s policy for planning 
Software Development and improvement, as 
related to the process automation plan control and 
monitoring; and discussed measures to be taken to 
ensure NSD’s operational reliability.

CommitteeS of the ChAirmAN of 
the exeCutive boArD

upDAte Committee

mission

the Committee’s key role is to mitigate the 
negative impact that software updates have on the 
quality of services provided to NSD’s clients. 

4 prior to 23 September 2013, the Committee was chaired by 
Nikolay Degtyarev, the Deputy Chairman and member of the 
executive board, NSD. 

ChAirmAn

Andrey Shlyappo, vice president, Director of 
operations, NSD.

the Committee’s main objectives are:

•	 analysis of whether control measures used or 
planned in connection with software updates are 
adequate; and

•	 development of measures to mitigate the risk of 
the negative impact that the software updates 
have on the quality of services.

the Committee performs the following functions:

•	 approval of updates proposed to the Committee 
(including as part of new software release 
installation);

•	 additional analysis of the impact any planned 
updates have on the quality of services; if 
necessary, collegial development of measures 
to mitigate the negative impact of each update, 
and coordination of the efforts of the persons 
involved;

•	 approval of a software release composition;

•	 analysis of failed updates, updates which caused 
incidents, or updates the impact analysis of 
which turned out to be incorrect, in order to 
elaborate necessary management measures;

•	 analysis of updates applied without proper 
approval procedures;

•	 analysis of situations where Committee’s 
decisions have not been complied with; and

•	 analysis of disputes or conflicts related to 
the update management or software release 
composition approval.
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the Committee members considered drafts of the 
following internal regulations of NSD:

•	 NSD’s electronic Communication rules;

•	 fee Schedule for NSD’s services under 
agreements for depository services in connection 
with the public offering of securities;

•	 fee Schedule for NSD’s depository services; and

•	 NSD’s terms and Conditions of Depository 
operations.

CuStomer Committee for QuAlity 
CoNtrol AND riSK mANAGemeNt 

mission

the key role of the Customer Committee for 
Quality Control and risk management is to make 
recommendations to NSD’s Supervisory board and 
executive bodies on the following issues:

•	 NSD’s customer policy, in particular, acceptance 
for servicing and principles of providing services 
to various types of customers;

•	 NSD’s marketing policy in promoting its services;

•	 improving customer services and ensuring 
control of their quality, including in the field of 
software, hardware and technological support of 
NSD’s activities;

•	 improving products and services offered by NSD;

•	 reducing NSD’s operational risks in delivering 
services;

•	 informing NSD’s customers about new products 
and services, and supporting the promotion of 
such services in the financial services market;

•	 approving internal regulations setting out the 
measures aimed at mitigating credit, operational, 
and other risks, including risks connected with 
the engagement both in clearing operations and 
other areas of business. Such measures include 
stress testing, measures aimed at ensuring 
failure-free operation of software and hardware 
being used in clearing operations, and measures 
aimed at preventing and resolving conflicts of 

ArChiteCturAl Committee 

mission

the Architectural Committee’s key responsibilities 
are as follows:

•	 making proposals to ensure failure-free and 
reliable operation of electronic systems and it 
infrastructure critical for NSD’s business; and

•	 making proposals to ensure competitive 
advantages and leadership for NSD by 
developing and monitoring the implementation 
of the it strategy, introducing and using 
advanced and promising settlement, depository, 
and clearing technologies to address the 
strategic, tactical and operational tasks set 
before NSD.

ChAirmAn

Nikolay Degtyarev, Deputy Chairman and member 
of the executive board, NSD.

CuStomer CommitteeS

NAtioNAl SettlemeNt DepoSitory 
CuStomer Committee (CeNtrAl 
SeCuritieS DepoSitory CuStomer 
Committee)

mission

the Committee is responsible for reviewing and 
approving internal regulations (amendments 
thereto) of NSD as a central securities depository, 
including regulations that require approval by the 
federal executive authority in charge of financial 
markets.

ChAirperson

veronika vasilieva, first Deputy General Director, 
executive Director, Computershare llC5.1

highlights of the yeAr

in 2013, the Committee held 6 meetings, at which 

1 until 19 December 2013 
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interest that may arise in the course of clearing 
operations due to the engagement both in such 
operations and other areas of business; and

•	 approving internal regulations setting out the 
measures to be taken by NSD in the event of 
emergency and aimed at ensuring the continuity 
of NSD’s clearing operations.

ChAirmAn

Denis Kuznetsov, head of Depository, 
CJSC Sberbank Cib6.2 

highlights of the yeAr

in 2013, the Committee held 4 meetings, at which 
the Committee members dealt with, among others, 
the following matters:

•	 approval of a list of measures aimed at ensuring 
the failure-free operation of NSD’s software and 
hardware;

•	 approval of a list of measures aimed at preventing 
and resolving conflicts of interest that may arise 
in the course of clearing operations due to the 
engagement both in such operations and other 
areas of business;

•	 formats of SWift messages for corporate actions;

•	 plans for the development of the Center of 
Corporate information and NSD’s information 
services;

•	 the results of the introduction of new mt 548 
statuses and plans for the development of NSD’s 
instruction matching system;

•	 standardization of instruction life cycles; and

•	 providing clients with information on changes 
in formats used by NSD for the purposes of 
electronic data interchange before the effective 
date of such changes.

6 prior to 19 December 2013, the Committee was chaired by 
yuri Dubin, Director of Depository, Sberbank of russia. 

CuStomer Committee for SettlemeNt 
AND DepoSitory ServiCeS AND tAriffS 

mission

the key functions of the Customer Committee for 
Settlement and Depository Services and tariffs are as 
follows:

•	 liaising with financial market participants for 
the purpose of studying customers’ needs and 
analysing new market trends; and

•	 making recommendations to NSD’s Supervisory 
board and executive bodies on the following 
issues:

 – development of depository and settlement 
products;

 – development and standardization of tariffs;

 – marketing policy aimed at offering competitive 
services; and

 – other issues directly related to NSD’s 
development strategy.

ChAirmAn

Dmitry Zaliznyak, head of Depository Services 
Development Department, Cb “J.p. morgan bank 
international” (llC)7.3 

highlights of the yeAr

in 2013, the Committee held 5 meetings. the 
Committee’s key role was to collect customer 
feedback regarding the improvement of settlement 
and information services and to discuss forms 
of interaction between NSD and its clients. the 
Committee members also dealt with such issues 
as new formats of messages for corporate actions; 
instruction life cycles; introduction of new statuses for 
instruction matching notifications; and other issues 
related to the development of NSD’s settlement 
services. in addition, the Committee members 
discussed and approved various issues related to 
changes in tariffs and launch of new products.

7 prior to 19 December 2013, the Committee was chaired by 
maria ivanova, vice president, Director for Development and 
Client relations, NSD.
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CuStomer Committee for reGiStrAr 
AND DepoSitory relAtioNS

mission

the key functions of the Customer Committee for 
registrar and Depository relations are as follows:

•	 making recommendations to improve existing 
methods of interaction between NSD and 
registrars maintaining securities registers/
specialized depositories maintaining registers of 
unitholders of unit investment funds;

•	 making proposals to change existing 
technologies being used for the interaction 
between NSD and registrars, including electronic 
data interchange technologies;

•	 making proposals to develop new technologies 
aimed at improving the quality of interaction 
between NSD and registrars/specialized 
depositories; and

•	 handling any other issues related to the 
Committee’s tasks.

ChAirmAn

yuri taranovsky, General Director, reyestr oJSC8.4 

highlights of the yeAr

in 2013, the Committee held one meeting, at 
which the Committee members approved the 
rules of interaction between the central securities 
depository and registrars.

8 prior to 19 December 2013, the Committee was chaired by 
maria ivanova, vice president, Director for Development and 
Client relations, NSD.

repoSitory Committee 

mission

the repository Committee’s primary role is to 
consider proposals and make recommendations 
to NSD’s executive board for the development and 
improvement of NSD’s repository activities.

ChAirmAn

ruslan Spynu, executive board member, head of 
operations, Goldman Sachs bank ooo9.5 

highlights of the yeAr

in 2013, the Committee held 7 meetings, at which 
the Committee members dealt with a wide range of 
issues, including those related to the regulation and 
operations of NSD’s repository.

9 prior to 23 march 2013, the Committee was chaired by pavel 
Solovyev, head of repository Development, NSD.
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risk-
mANAGemeNt
the purpose of the risk management at NSD is 
to ensure the operational reliability and steady 
and dynamic development of all it systems and 
services of NSD as a central securities depository, 
significant payment system operator, clearing 
house, and trade repository. to that end, NSD 
applies a comprehensive approach to identification, 
assessment, mitigation, and control of risks in the 
course of NSD’s operations. risk management 

is implemented in all business processes and at 
all levels, including at the level of NSD’s senior 
managers and employees (including risk-oriented 
audit). NSD takes steps to constantly improve 
risk management, including through cooperation 
with moscow exchange Group members and 
using professional consulting services provided by 
thomas murray, independent external audits, and 
feedback from financial market participants.
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riSK mANAGemeNt orGANiZAtioNAl 
StruCture At NSD

•	 Approval of the risk management Development Strategy and risk appetite
•	 Approval of internal regulations setting out the key risk management principles
•	 reviewing reports on the assessment of CSD’s risks and CSD’s risk management 

efficiency

Audit Committee •	 Approval of the risk management Development Strategy and risk appetite
•	 Approval of internal regulations setting out the key risk management principles
•	 reviewing risk management reports before they are submitted to the Supervisory 

board

Customer Committee 
for Quality Control and 
risk management 

•	 making recommendations for the mitigation of risks connected with NSD’s 
products and services, review and approval of internal regulations governing NSD’s 
clearing operations

•	 Approval of the risk management Development Strategy and risk appetite
•	 Approval of the risk management methodology
•	 reviewing and approval of risk management projects and initiatives
•	 reviewing regular reports related to various types of risks 

risk management 
Committee

•	 making recommendations for the development and optimization of risk mitigation 
measures

•	 making recommendations for ensuring business continuity
•	 reviewing complex incidents (issues) and monitoring corrective actions

products and projects 
Committee

•	 reviewing any problems or issues arising in the course of projects or in the course 
of making use of their results, and making recommendations for handling such 
problems or issues

•	 Assessment of project results
•	 reviewing analytical reports drawn up following the use of project results, and 

proposing corrective actions

risk management 
Committee for 
payment System

•	 Determining assessment criteria for risk management in NSD’s payment System, 
assessment of risk management

•	 reviewing issues related to reliable and failure-free operation of NSD’s payment 
System, and issues related to monitoring of risks in NSD’s payment System.

update Committee •	 Approval of updates
•	 Assessment of the impact updates have on the services provided
•	 Analysis of incidents resulting from any changes (if any)

•	 Development and implementation of the risk management Development Strategy, 
risk management structure, risk management methodology, risk management 
techniques and tools, and risk management reports

•	 ensuring NSD’s employees’ awareness of the risk management system, and 
ensuring that employees get involved in the risk management process

•	 ensuring that management decisions are taken with due regard to potential risks

risk Coordinator  1
risk Coordinator  2
...

risk Coordinator  n

•	 reporting on risk events within the risk coordinators’ respective areas of 
responsibility 

supervisory board

Chairman of the 
executive board

risk management 
department

executive board
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for the purpose of implementing an efficient risk 
management system, NSD has in place a multilevel 
risk management structure, which includes the 
Supervisory board, executive bodies, special-
purpose committees, the risk management 
Department, and responsible employees.

the Supervisory board and the executive board are 
responsible for shaping the corporate culture that 
is based on the efficient management of risks at all 
levels within the company. the Supervisory board 
determines the key risk management principles 
and monitors compliance with such principles at all 
decision-making levels.

the key risk management principles include:

•	 risk management in compliance with the 
applicable guidelines issued by regulators and in 
accordance with the international best practices 
and standard.

•	 Continuous and end-to-end risk management.

•	 Application of consistent methodological 
approaches to identification, analysis, 
assessment, monitoring, and the control of risks.

•	 integration of the risk management system into 
the management decision-making process.

•	 involvement of all of the company’s employees 
in the risk management process.

•	 Designation of a single department responsible 
for risk management (risk management 
Department).

•	 ensuring the functional independence of the 
risk management Department from other 
departments.

•	 regular independent assessment of the 
adequacy and efficiency of the risk management 
tools and techniques by internal and external 
auditors.

the executive body ensures that an efficient and 
reliable management structure is in place, with 
precisely defined, transparent, and consistent areas 
of responsibility. the executive body is responsible 
for the consistent implementation and application, 
at all levels of the company, of the principles, 
processes, and systems for managing risks inherent 
to all of the company’s significant products, areas 
of business, processes, and systems, in accordance 
with the risk appetite levels determined by the 
Supervisory board.

to certify the efficiency of the risk management 
system, the system in general and its components 
are subjected to a regular independent assessment 
by internal and external auditors.

the risk management Department plays the 
key role in building and developing the risk 
management system. the Department coordinates 
the risk management process on an end-to-
end basis and develops the risk management 
methodology. one of the Department’s priorities 
is to ensure the maximum involvement of 
NSD’s employees in the risk management 
process. in performing its functions, the risk 
management Department acts in accordance with 
the international best practices and standards 
in the area of risk management, such as the 
recommendations of the basel Committee on 
banking Supervision, erm CoSo, and CpSS ioSCo 
principles for financial market infrastructures.
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NSD’s risk management structure includes the 
following components:

•	 Development of a company’s strategy

•	 Company’s risk management strategy and risk 
appetite

•	 risk management methodology and 
organizational structure

•	 risk identification

•	 risk analysis and assessment

•	 risk monitoring and control

•	 risk management reporting

risk type distinCtiVe feAtures of risk mAnAgement

operAtioNAl riSK •	 analytical database

•	 risk and control self-assessment

•	 list of risks and controls

•	 key risk indicators

•	 risk assessment for new products/processes

•	 regular reporting

leGAl riSK •	 analysis of risks arising due to differences between the russian laws 
and the laws of (or business practices in) foreign jurisdictions with 
residents of which NSD has any contractual relationship

•	 standard agreement templates

•	 internal procedures for the approval of legal documents affecting NSD

•	 a formal procedure for making the necessary amendments to NSD’s 
internal regulations following any changes in laws

reputAtioNAl riSK •	 compliance with the ‘know your customer’ principle

•	 monitoring of positive and negative reports on NSD in mass media or 
other sources

•	 ensuring the accuracy of financial statements or other information 
disclosed to clients, counterparties, regulatory or supervisory 
authorities, or other stakeholders

•	 monitoring of changes in russian laws

NSD’S riSK mANAGemeNt ClASSifiCAtioN AND riSK 
mANAGemeNt ApproACheS
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risk type distinCtiVe feAtures of risk mAnAgement

StrAteGy riSK •	 engagement of a sufficient number of qualified internal and external 
experts for the purposes of developing a strategy

•	 ensuring that procedures are in place for a regular review of the 
strategy and assessment of deviations from the strategy

•	 current planning in support of the strategy, and setting tasks to 
strategic business units in accordance with the strategy

mArKet riSK •	 limit policy

•	 investment exposure to financial instruments

•	 early warning indicators

•	 stress testing

•	 risk degree assessment and regular reporting

CreDit riSK •	 making provisions for NSD’s credit risk bearing assets

•	 limit policy

•	 risk degree assessment and regular reporting

liQuiDity riSK •	 NSD’s investment criteria and investment policy

•	 liquidity ratio limits

•	 stress testing

•	 risk degree assessment and regular reporting
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like any other organization, NSD faces various 
risks in its business operations on a daily basis. 
to efficiently respond to risks, it is vital to identify 

risks in due time and, whenever possible, prevent 
risk events.

personnel

•	 Adequate level of process and operation 
automation

•	 highly qualified and skilled personnel

•	 Staff interchangeability

•	 employees performing their duties in 
accordance with their job descriptions

•	 prevention of conflicts of interest

proCesses

•	 optimal business processes, including a level of 
their formalization, and efficiency of controls

•	 risk-oriented approach to the development of 
new products and technologies

•	 meeting the requirements imposed by law, 
Articles of Association, and internal regulations

•	 efficient strategic planning

•	 Strategy implementation monitoring

it systems

•	 reliability of it systems

•	 efficient change, incident, and issue 
management processes

•	 protection of NSD’s information against 
unauthorized access, leakage of confidential 
information,  and destruction or distortion of 
information

•	 up-to-date system disaster recovery plan

externAl CirCumstAnCes

•	 preparedness to operate in emergency 
situations, including business processes and 
system disaster recovery

•	 monitoring of compliance by clients and/or 
counterparties with their contractual obligations

•	 prompt identification of negative facts related 
to clients’ and/or counterparties’ business 
reputation

•	 prevention of third parties’ behavior causing 
damage to the company

•	 ensuring regulatory certainty in any aspects 
affecting the company’s business

Key riSK AreAS AND mAiN foCuS
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one of the key achievements in 2013 was the 
approval by the Supervisory board of the risk 
management Development Strategy for 2014-
2015. the Strategy supports the principal business 

strategy of NSD and takes into account the results 
of the risk management audit conducted by ZAo 
KpmG in 2012.

mission

Vision/strAtegy 

VAlues

tACtiCAl plAnning/strAtegy implementAtion

performAnCe tArgets

Shaping a risk-oriented culture and contributing to 
NSD’s efficient and sustainable development by using 
the best risk management practices

•	 thomas murray rating

•	 Credit rating

•	 iSAe3402 type ii certification

•	 Compliance with the principles for financial market 
infrastructuresrisk management:

•	 independent expert

•	 partner for NSD’s departments

•	 Agent of initiatives and changes

tactical tasks for strategy implementation

•	 risk management process fully integrated into the 
business and it

•	 personal responsibility of managers for risk 
management as part of their duties

•	 management remuneration based on risk 
management quality

riSK mANAGemeNt AChievemeNtS iN 2013 
AND plANS for 2014
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Strategic initiatives cover NSD’s key priorities:

1. ensuring operational reliability

2. high quality of products and services

3. regulatory compliance

4. responsibility to stakeholders

5. efficient cooperation with moscow exchange 
Group members

Some of the achievements in the field of risk 
management in 2013 were the result of the first 
year of NSD operating as a CSD. in particular, 
NSD, with assistance from bank of russia’s 
representatives, carried out a self-assessment 
to make sure NSD meets the principles for 
financial market infrastructures; implemented a 
regular CSD risk management reporting to the 
Supervisory board; developed a payment system 
risk management methodology; and set up the risk 
management Committee for payment System.

the next step in the reporting year was the 
improvement of risk management tools and 
methods. in particular, we changed the process of 
collection and analysis of information concerning 
risk events, implemented a risk identification and 
assessment process for new products and projects, 
self-assessed risks and controls in the key areas of 
NSD’s business, and set up a list of controls.

We paid much attention to the involvement of staff 
in the risk management process. in particular, we 
developed a multilevel training program for NSD’s 
top managers, risk coordinators, and newly hired 
and existing employees. We issue a monthly risk 
management newsletter, and NSD’s employees 
are actively involved in the risk management 
process at all stages, including at risk identification, 
assessment, monitoring, and control stages.

in the reporting year, an operational audit of NSD 
was conducted in accordance with the iSAe 3402 
standard, and the resulting assurance report will be 
posted on NSD’s web site early in 2014. Also, upon 
the annual audit conducted by thomas murray, 
NSD’s rating of AA- (very low overall risk, with stable 
outlook) was affirmed.

in 2014, NSD will have plenty of areas to address 
to improve risk management. Some of the work 
was started in 2013. in particular, we developed 
an approach to risk appetite and a list of risks 
unacceptable for NSD; the approach is to be 
approved by the Supervisory board, following 
which the risk management Department will 
have to arrange for the monitoring of risk levels. 
the introduction of the principles for financial 
market infrastructures and preparations for an 
operational audit (which will include independent 
testing of controls at NSD) will be of a paramount 
importance. in addition, to make senior managers 
more personally responsible for the quality of risk 
management, NSD is planning to set the relevant 
key performance indicators for 2014.

StrAteGiC viSioN
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business
CoNtiNuity
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Business Continuity

in 2013, much attention was paid to the 
development of NSD’s regulatory framework to 
ensure business continuity and disaster recovery. 
in particular, NSD approved both new regulations 
and amendments to the existing ones, including 
amendments to NSD’s payment System rules 
describing processes of monitoring, controlling, and 
responding to incidents affecting the failure-free 
operation of the payment system. to achieve the 
business continuity targets, NSD applies advanced 
methodologies developed by internationally 
recognized organizations and the best practices.

Some other steps taken in the reporting year 
included a large-scale rebuilding and extension 
of NSD’s backup site, significant extension of 
the structured cabling system, purchase and 
installation of new equipment, and major repairs of 
the existing premises. Such modernization resulted 
in, among other things, improved performance of 
the backup site’s software and hardware systems.

in 2013, various tests were run at NSD aimed at the 
improvement of reliability of services provided by 
the company:

1. testing of the emergency alerting of the 
emergency management Committee and NSD’s 
employees.

2. testing of personnel response to emergencies 
in accordance with the business continuity and 
disaster recovery plans of NSD’s departments.

3. testing of interaction between moscow exchange 
Group members and the bank of russia in the event 
of emergencies.

4. testing of the uninterrupted power supply 
system at NSD.

the test results confirm the high level of reliability 
of NSD as a CSD.

NSD is committed to integrating the business 
continuity systems into the corporate culture, 
and maintains a close relationship with NSD’s 
clients and NSD’s payment System participants, 
which includes, among other things, consulting on 
business continuity aspects.
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it infrAstruCture 
DevelopmeNt

In 2013, the Executive Board approved NSD’s IT Strategy 
for 2014–2016. NSD has an ambitious goal to transform 
IT into a single well-oiled mechanism that meets the best 
international practices and is capable to satisfy any business 
needs with the highest quality and in a timely fashion. Apart 
from the introduction of ITSM standards in accordance 
with which an IT function is treated as a set of business 
services, we will be working on such large-scale projects, 
as the Center of Corporate Information and creation of an 
automated system for corporate actions processing.

sergey putyAtinsky
IT Director
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IT Infrastructure Development

NSD’s key objectives in the field of information 
technologies (it) include ensuring the prompt 
and failure-free settlement of clients’ trades, 
introduction of new services, automation 
of information gathering, processing, and 

transmission processes with the help of new 
information technologies, and the improvement 
of performance and reliability of software and 
hardware systems.

repoSitory’S SoftWAre plAtform

ChANNelS of CommuNiCAtioN With ClieNtS

CryptoGrAphiC DAtA proteCtioN SyStem

in mid-2013, a repository’s software platform 
was brought into commercial operation, which 
allows NSD to register all types of trades. late 
in the reporting year, a repository Web-Client 
was launched, the use of which does not require 
installing any additional software, other than 
cryptographic tools. the remote-access luch 

in June 2013, NSD launched the Web-Service, 
a fully-featured solution for communication 
between NSD and its clients. independent software 
developers now can integrate access to NSD’s 

in the summer of 2013, the moscow exchange 
Group upgraded its cryptographic data protection 
system. Now, along with cryptographic tools that 
meet the russian GoSt standards, it is possible to 
use cryptographic tools developed by microsoft. 
this move will allow NSD’s eDi system to be used by 
russian non-residents.

At the same time, the moscow exchange Group 
migrated to the use of a new certificate format that 
meets the statutory requirements.

software and the repository Web-Client use 
technologies for the automated generation 
of on-screen forms based on a file containing 
document formats. this technology has allowed 
to significantly speed up the creation of on-screen 
forms of repository documents and promptly 
making necessary changes to document formats.

electronic data interchange (eDi) system into 
their own software. migration to the Web-Service 
for communication with NSD will guarantee the 
delivery of messages to their intended recipients.

in the second half of 2013, NSD started the process 
of migration to tlS servers to ensure traffic 
encryption for remote access. tlS servers support 
both cryptography cores – the one based on the 
russian GoSt standards, and the rSA cryptography 
core. migration to tlS and https allows clients to 
more easily fine-tune their software for access to 
NSD’s services.
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DepoSitory AND CleAriNG SoftWAre plAtform

SyStem for eleCtroNiC SettlemeNt

SWift termiNAl

from march 2013 through to January 2014, NSD 
worked on the performance optimization of 
the Alameda platform designed for depository 
and clearing recordkeeping. to choose the best 
hardware platform, one month was spent for load 
testing with analysis of optimization options; 
and for this purpose oracle experts and server 
equipment suppliers were engaged. As a result, 
thanks to the migration of DbmS servers supporting 
depository and clearing operations to liNux and hp 
3par data storage systems, we achieved a five-fold 
increase in performance. Data replication between 

the Automated System for electronic Settlement 
(ASeS) is NSD’s principal software and hardware 
platform that operates online and is designed to 
automate the process of cash settlement of clients’ 
on-exchange or otC trades.

in 2013, more than 30 new features were added to 
the ASeS, including:

•	 the possibility to settle trades in the securities 
market using a single set of communication 

in the reporting year, NSD introduced a system 
of comprehensive monitoring of NSD’s SWift 
terminal platform. the system is designed for 
centralized monitoring of the state of servers, 
software, network devices, data storage systems, 
uninterrupted power supply units, printers, and 
other elements of the SWift terminal platform. 
the new monitoring system replaced a set of 
independent solutions from different vendors 

the main data center and the backup data center is 
implemented at the hardware level, which reduces 
the load on database servers. Data replication is set 
for synchronous processing, thus minimizing the 
risk of data loss in the event of system failure.

in 2013, NSD brought a liabilities recordkeeping 
system into commercial operation. the launch of 
this technically complex solution required making 
changes to virtually all key software modules being 
used at NSD.

rules and a single set of messages for 
interchanging data and making transactions in 
russian rubles, uSD, and other currencies (in 
particular, euro);

•	 an optimized process of communication 
between NSD’s departments that supports 
electronic data interchange between various 
systems in the course of securities transaction 
settlements with issuers.

with a single world-class solution. the new 
monitoring system has reduced the time needed 
for support personnel to respond to failures 
thanks to the availability of prompt and complete 
information. in addition, support personnel can 
now fully understand the current state of the SWift 
platform thanks to the centralized acquisition and 
visualization of monitoring data
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IT Infrastructure Development

CommuNiCAtioN With reGulAtory AuthoritieS

late in 2013, NSD completed the preparatory 
works for the commercial launch of a platform 
for electronic data interchange with the russian 

federal treasury via the public information System 
for State and municipal payments (GiS Gmp).
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internAtionAl 
CooperAtioN
2013 for NSD was a year of international integration. 
the efforts taken over the year can be classified into 
three main types: (1) building relationships with the 
international financial community; (2) implementing 
international standards; and (3) running a special-
purpose campaign to inform the global investment 
community about the new russian market 
infrastructure configuration.

the success achieved by NSD in the international 
arena is acknowledged by ftSe Global markets 
magazine that named NSD among twenty most 
influential global financial market players in 2013.
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International Cooperation

meetiNG iNterNAtioNAl StANDArDS

CooperAtioN With iNterNAtioNAl DepoSitorieS

to make sure NSD is fully integrated into the 
international community, special attention has 
been paid to meeting international standards. 
the official CSD status was the decisive argument 
to recognize NSD as an eligible securities 
depository under SeC rule 17f-7 which allowed 
u.S. investment funds to directly invest in russian 
securities. in 2013, thomas murray, a specialist 

NSD’s efforts to build relationships with the 
international financial community can be classified 
into two sets of activities: developing relationships 
with foreign CSDs and establishing an NSD-based 
regional liquidity hub for eurasian countries.

As part of the first set of activities, the year 2013 
was marked by a milestone event for the russian 
market, as the largest global players – euroclear 
and Clearstream – opened their foreign nominee 
accounts with NSD. the first step towards making 
the russian market more appealing to foreign 
investors became the russian federal loan bonds 
(ofZ) market liberalization.

custody rating, risk management and research 
firm, affirmed NSD’s rating of AA- (very low overall 
risk, with a stable outlook). NSD has been paying 
much attention to meeting the CpSS-ioSCo 
requirements. At least once every two years, NSD 
requests one of the leading global audit firms to 
conduct the operational audit of NSD in order to 
ensure compliance with the iSAe 3402 standard.

Another milestone event was the launch of a direct 
communication channel with the Austrian CSD, 
through which the Austrian CSD’s clients now have 
direct access to all russian securities.

As part of the second set of activities in 2013, NSD 
signed memorandums of understanding with the 
CSDs of belarus, ukraine, Kazakhstan, Kyrgyzstan, 
and Azerbaijan. in addition, the process of signing 
a cooperation agreement with the CSD of Armenia 
was at the final stage at the end of 2013.

CooperAtioN With the iNterNAtioNAl iNveStmeNt 
CommuNity
Close cooperation with international financial 
community players is the key to a successful 
integration into the community. in 2013, NSD was 
the organizer of the xii international Conference 
of Central Securities Depositories (CSD12) in St. 
petersburg. the conference is traditionally attended 
by representatives of the largest infrastructure 
organizations from all over the world to share 
their experience and discuss new challenges and 
opportunities for the post-trade industry. the 
conference in St. petersburg was attended by 230 
delegates from almost 70 countries.

NSD pays special attention to developing its 
relationships with the members of the Association 
of eurasian Central Securities Depositories (AeCSD). 

the x international Conference of the AeCSD 
organized by NSD in 2013 became an excellent 
forum for building relationships across the eurasian 
region and discussing the idea of a simplified access 
for foreign investors to the regional capital markets.

NSD’s international activities were not limited to the 
professional community. in the second half of 2013, 
a team of NSD’s top managers held road shows for 
investors from financial centers of the uSA (New 
york and boston), europe (london), middle east 
(Dubai), and Asia (bangkok and Singapore). During 
the road shows, NSD’s representatives told foreign 
investors about the large-scale changes taking 
place in the russian market and aimed at making 
the market more appealing to investors.
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NSD’S memberShip iN iNterNAtioNAl ASSoCiAtioNS 
AND other orGANiZAtioNS

membership in industry associations (including 
the international ones) is essential as it allows 
NSD to adopt the best international practices and 
standards and ensure NSD’s successful integration 
into the global markets. NSD is a member of the 
leading international organizations in the post-
trade industry, including::

•	 World forum of CSDs (WfC);

•	 european Central Securities Depository 
Association (eCSDA);

•	 Association of eurasian Central Securities 
Depositories (AeCSD);

•	 Association of National Numbering Agencies 
(ANNA);

•	 international Securities Services Association 
(iSSA);

•	 russian National Securities market Association 
(NSmA);

•	 russian National SWift Association (roSSWift); 
and

•	 SWift SCrl (Society for Worldwide interbank 
financial telecommunication).

iNterNAtioNAl CoNSultiNG Committee
early in 2012, NSD established the international 
Consulting Committee. the iCC members 
include representatives of eight largest foreign 
global custodians and investment banks. the 
iCC’s principal goal is to promote the use of 
international best practices for the purpose 
of improving the russian securities market 
infrastructure and services offered by NSD as a 
central securities depository.

in 2013, the iCC held two meetings, at which the 
iCC members formulated their recommendations 
on such issues as the opening of foreign nominee 

accounts for international custodians and central 
securities depositories, information disclosure (in 
particular, the set up of the NSD-based Center of 
Corporate information), taxation in the russian 
market, and other important issues.

the recommendations have provided the basis for 
NSD’s staff’s further efforts aimed at improving 
NSD’s products and services, working on 
legislative initiatives, improving NSD’s operational 
performance, and ensuring that the russian 
market infrastructure meets the international 
standards.
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NSD AS the SubStitute NumberiNG AGeNCy 
for the CiS CouNtrieS

NSD is authorized by ANNA to act as the Substitute 
Numbering Agency (SNA) for the CiS countries, 
which do not have their own National Numbering 
Agencies or in which the existing NNAs are unable, 
whether temporarily or permanently, to perform 
the entire range of functions the NNA is expected 
to perform.

As the SNA for the CiS countries, NSD is entitled to 
provide the following services:

•	 assign iSiN and Cfi codes to financial 
instruments issued by issuers of the country 
concerned, and submission of such codes to the 
ANNA’s global database;

•	 if necessary, represent the country concerned at 
ANNA General meetings; and

•	 provide advisory assistance in setting up the 
country’s NNA.

NSD’S ACtivitieS AS A member of the ASSoCiAtioN of 
NAtioNAl NumberiNG AGeNCieS (ANNA) 

NSD AS the NAtioNAl NumberiNG 
AGeNCy for ruSSiA

NSD has been a member of the Association 
of National Numbering Agencies (ANNA) from 
November 2010 as the universal legal successor to 
NDC that had been a member of ANNA since 1999. 
NSD acts as the National Numbering Agency (NNA) 
for russia and the Substitute Numbering Agency 
(SNA) for the CiS countries in accordance with the 
powers granted to NSD (and earlier NDC) by the 
regulators of those countries. in addition, NSD takes 
part in ANNA’s projects in the field of development 
and application of international standards in 
financial markets, and attends and votes at ANNA’s 
general meetings.

As the National Numbering Agency for russia, 
NSD assigns, in accordance with iSo 6166 and 
iSo 10962, iSiN and Cfi codes to securities of 
russian issuers and other financial instruments 
issued or registered in the russian federation. NSD 
arranges for free access to the database containing 
information on the international securities codes 

assigned by NDC, submits information on assigned 
securities codes to the ANNA’s global database, and 
keeps current the information on the iSiN and Cfi 
codes submitted thereto.

As of 1 January 2014, the total number of iSiN and 
Cfi codes assigned by NSD was 1,003.

ASSiStANCe iN QuAlifyiNG foreiGN 
fiNANCiAl iNStrumeNtS AS SeCuritieS

As a member of the Association of National 
Numbering Agencies, NSD provides assistance 
to securities market participants in recognizing 
foreign financial instruments qualifying as 
securities.

these services include:

•	 providing, upon request, information on the 
iSiN and Cfi codes assigned to foreign financial 
instruments; and

•	 assisting in assigning iSiN and Cfi codes, where 
no such codes have been previously assigned.
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SoCiAl 
reSpoNSibility
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Corporate Social Responsibility

for the corporate sector, Corporate Social 
responsibility (CSr) is becoming increasingly 
important from year to year. When NSD became 
russia’s CSD, it had an effect on all areas of the 
Company’s activities, including CSr. in that respect, 
NSD seeks to expand the scope of its activities from 
year to year and avoid confining itself to just one 
activity. 

based on the results of 2013, NSD’s charitable 
efforts were hailed by the organizers of 
the Corporate Charity leaders project set 
up by the vedomosti business newspaper, 
priceWaterhouseCoopers, and Donors forum, the 
not-for-profit partnership of donor organizations.

for many years now, NSD has been providing 
charitable assistance to the two orphanages 
under its sponsorship, i.e., the udelnoe Specialized 
Children’s home and special (correctional) 
residential school No. 53 for orphaned children 
and social orphans. NSD provides financial support 
to the orphanages needed to purchase various 
equipment and children’s items or to renovate and 
refurbish the dormitory premises, and helps arrange 
special entertainment events and educational 
programmes for the children.

for instance, in 2013, NSD provided the funds 
needed to buy winter wear, computers and New 
year’s gifts with various sweet treats for the 
residents of orphaned children’s home No. 53, 
and to renovate the dorms, purchase household 
appliances and New year’s gifts for the udelnoe 
Specialized Children’s home. in addition, during 
last year, NSD arranged two excursions for the 
children residing in the udelnoe Specialized 
Children’s home. in late 2013, a group of children 

was taken to an elk farm, where the children’s 
home residents saw and learned many new and 
interesting things about the life of these animals.  
last December, NSD was visited by the residents 
of the  udelnoe Specialized Children’s home. the 
children from the sponsored orphanage were 
taken on a tour of NSD’s departments and had a 
meeting with the Chairman of NSD’s executive 
board. the Company’s employees told the children 
about what the securities depository does in a 
plain and understandable way. Apart from the 
depository tour, the children were offered a very 
good entertainment programme, which included a 
visit of the Cathedral of the theophany in elokhovo, 
moscow, and the Alexander pushkin library.  Such 
meetings are very important for the orphaned 
children: the children deprived of parental love and 
care should feel that their lives matter much for 
grown-ups who care and take an interest in their 
life. 

NSD provided charitable assistance to the 
illustrated books for little blind Children regional 
Charity foundation. visually impaired children 
from specialized preschool institutions received 
ten sets of coloured illustrated embossed books 
of the series «Atlas of perception of illustrations». 
NSD also provided charitable assistance to the 
Gorchakov School in St petersburg to purchase 
computers and now the school’s pupils could 
are able to use brain developing and educational 
software.

Apart from the sponsored orphanages, NSD has 
one more long-term charitable project, in which 
it provides, on an annual basis, assistance to the 
moscow State university of Geodetic Surveying and 
Cartography needed to develop its sports facilities. 
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humAn CApitAl 
iNveStmeNt

irinA AntonoVA
hR Director

Success of any company, especially at the active growth 
stage, depends largely on the quality of the personnel: its 
qualification, efficiency, potential, the level of loyalty to 
the company, and the motivation to take on even more 
complicated and ambitious tasks. In this context, NSD’s hR 
policy aims at providing the top level of employees and 
executives ready to handle any challenges and meet the 
market needs.
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Human Capital Investment

hr mANAGemeNt

performANCe mANAGemeNt

the human resources management policy is 
intended to deliver staffing stability at the Company 
and a high professional and managerial level of its 
employees and officers. 

As of 31 December 2013, the employee headcount 
at NSD101 amounted to 516 persons. 

the average age of NSD’s employees is 40 years, 
with 93 percent of employees holding a university 
degree.

for the past few years, the average staff turnover, 
which is measured on a regular basis, has remained 
flat at 5.5 percent. As part of its operational risk 
monitoring process, NSD also calculates the staff 
turnover rate for its certain key departments. this 
figure has also remained very low and stable for a 
considerable period of time.

NSD’s employee incentive programme, which 
includes both financial and non-financial incentives, 
is aimed at recruiting and retaining highly-
qualified workforce and incentivizing employee 
performance.

10 this includes all staff members (including part-time 
employees, employees on maternity/parental leave, and 
temporary employees).

«performance» is a key work in the Company’s 
corporate lexicon. As a measure to implement the 
Company’s strategy, ensure that the Company 
develops and meets its undertakings, NSD has put 
in place a Key performance indicators (Kpi) system. 
each employee has to use their best endeavours to 
ensure that the Kpi targets are met. based on the 
year’s results, taking into account the achievement of 

NSD employee incentive policy is based on the 
following principles:

•	 a modern approach: its internal grading system 
helps implement an effective and transparent 
incentive mechanism where certain financial 
incentives, social benefits and other perquisites 
are linked to the position’s grade;

•	 an up-to-date incentive system: NSD endeavours 
to keep up with current labour market trends 
by taking part in annual salary reviews and, if 
necessary, adjusting the remuneration of its 
employees and revising the employee benefits 
package in line with the market level; 

•	 transparency of the employee incentive system: 
the employee remuneration and non-financial 
incentives system is governed by the Company’s 
internal rules and regulations which are posted 
on its intranet and all employees must read 
and acknowledge their understanding of such 
documents. 

the corporate and individual Kpis, employees become 
entitled to bonus payments.  As part of the overall 
performance review process, each employee’s work is 
measured using the criteria included in the corporate 
model of competences and corporate values.  the 
results of the annual performance review are used 
as a basis for formulating the employee training and 
development programme for the next year.   



ANNUAL REPORT of National Settlement Depository for 2013

86

perSoNNel SeleCtioN SyStem

DevelopmeNt of the CorporAte trAiNiNG SyStem

the personnel selection and onboarding system 

•	 competitive selection for vacancies;

•	 a multilevel interviewing and testing system; 

•	 onboarding for new employees, etc. 

in 2013, NSD implemented a Graduate program. 
During the course of the Graduate program, 

one of the top priorities for NSD in its hr policy is 
enhancing its personnel development and training 
system. 2013 saw continued dynamic development 
of the corporate training system at NSD, which 
resulted in a significant increase in professional 
expertise and personal efficiency of its employees 
and officers.

investments in human capital, the Company’s core 
asset, made 1.14 percent of the total personnel 
expenditures.  the Company’s employee training 
programme covers the following three areas: 
seminars on professional activities; trainings 
on managerial skills, and trainings on personal 
efficiency development. 

in 2013, the Company continued its corporate 
education programmes – the «english Study» 
programme for employees learning english, 
the «focus on leadership» corporate training 
programme for managers, and internal trainings 
to develop personal skills. the english Study 
programme had 83 participants; the focus on 
leadership managerial programme had 115 
participants; and the internal trainings to develop 
personal efficiency skills were attended by 52 
employees; basic level certificates and special 
certificates in depository activities were issued to 
10 employees.

NSD invited the best students from moscow’s 
top universities – higher School of economics, 
plekhanov russian university of economics, 
financial university under the Government of the 
russian federation, and lomonosov moscow State 
university – to be interns.  it is now possible for 
NSD to select and invite the most promising young 
graduates to work in entry level jobs. 

the Company pays strong attention to gaining 
access to the best global expertise in organizational 
management.   During the period under review, 
a number of top managers attended training in 
such educational institutions as the independent 
Directors Association, russia, and the harvard 
business School. 

to improve interaction within the organization and 
enhance the internal services, NSD introduced 
the customer loyalty metric, Net promoter Score. 
the NpS survey is held on a quarterly basis and 
is intended to enhance efficiency of interaction 
among neighbouring departments.

to improve the level of managerial interaction, in 
2013, NSD introduced the «360-Degree feedback» 
assessment system. 

the Company’s employees actively participate in 
international and russian forums and conferences. 
NSD managers are always willing to respond 
to invitations to make reports, participate in 
discussions on key issues of business development 
and share their success stories.
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Human Capital Investment

DevelopiNG CorporAte Culture
the Company’s openness is an important element 
of its corporate policy. the highest priority is 
given to the level of employee awareness and 
engagement, and all key corporate events, 
decisions and processes are covered in media 
articles and management speeches, during 
meetings with employees, in photo reports, etc. 

2013 saw continued strong development of the 
hr-info section on NSD’s intranet. the section 

contains most of the Company’s hr polices, 
internal rules and regulations, frequently 
Asked Questions on its personnel policy, and 
information on the officers responsible for various 
aspects of hr management.

in 2013, NSD held the recognition Awards to 
nominate and name the best employees, project 
teams and departments at the Company. this 
project will see further development in 2014.
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informAtion 
oN NSD’S ACtivitieS
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General Information on NSD’s Activities

in october 2013 the Supervisory board approved 
the new version of NSD’s information Disclosure 
rules pre-approved by the russian federal Service 
for financial markets (order No. 13-498/pz-i 
dated 13 November 2013). the rules set out the 
procedure for information disclosure, i.e. provision 
of the following information to an indefinite or 
unlimited number of concerned parties:

•	 information to be disclosed by NSD in 
accordance with the russian statutory 
requirements; and

•	 information disclosed by NSD on its own accord 
or upon request by a party concerned.

to ensure compliance with the rules, the Chairman 
of the executive board approved the procedure 
for preparation, verification and Approval of 
information to be Disclosed by NSD as a Central 
Securities Depository. the procedure sets out a list 
of information (data, facts, documents, or other 
informational materials) to be disclosed by NSD and 
designates employees responsible for preparation, 
verification, and approval of information to be 
disclosed.

the rules establish that NSD upholds the principle 
of information transparency to shareholders, clients, 
business partners, counterparties, government 
authorities, NSD’s employees and other concerned 
parties, in accordance with the following rules:

iNformAtioN DiSCloSure

•	 information disclosure shall be in line with NSD’s 
and moscow exchange’s development strategy 
(goals and objectives);

•	 information to be disclosed shall be accurate 
and available;

•	 information shall be disclosed in a timely fashion 
and on a regular and non-discriminatory basis;

•	 a reasonable balance shall be maintained 
between NSD’s transparency and business 
interests of NSD and of the moscow exchange as 
a whole;

•	 russian laws and regulations concerning trade 
and banking secrets and insider information, as 
well as NSD’s internal regulations governing the 
handling of confidential information, shall be 
complied with;

•	 professional ethics standards shall be followed; 
and

•	 communication channels shall allow free, easy 
and low-cost access for concerned parties to 
disclosed information.

in addition to common communication channels, 
NSD discloses information and communicates with 
counterparties via popular social networks: twitter, 
linkedin, and facebook.
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AuDit

iNterNAl AuDit CommiSSioN

the internal Audit Commission is the controlling 
body responsible for exercising internal control over 
NSD’s financial and business activities. members of 
the internal Audit Commission are elected at annual 
General meetings of Shareholders. the members of 
the internal Audit Commission as at 31 December 
2013 are:

1. olga Gordienko, Chief Accountant, moscow 
exchange.

2. inna Danilova, head of the Consolidated 
budgeting and management Accounts Department, 
moscow exchange.

3. vladimir Sukhachev, head of the internal Audit 
Service, moscow exchange.

the procedures of NSD’s internal Audit Commission 
are governed by the regulations on the internal 
Audit Commission approved by the General 
meeting.

exterNAl AuDitorS AND mAteriAl 
ASpeCtS of iNterACtioN With 
exterNAl AuDitorS

A special committee has been set up to select 
independent auditors for the companies of the 
moscow exchange Group for 2011–2013, which 
arranged a competitive tender among the ‘big 
four’ audit firms. in the course of the tender, 
the committee assessed the bids made by the 
audit firms by assigning points using a special 
methodology. the maximum number of points was 
received by ernst & young vneshaudit CJSC.

At its meeting held in 2013, the Audit Committee 
decided to suggest to NSD’s Supervisory board 
that the annual General meeting of Shareholders 
approve the appointment of ernst & young 
vneshaudit CJSC as auditors for NSD for the period 
until the annual General meeting of Shareholders in 
2014.

on 26 June 2013, the annual General meeting of 
Shareholders approved the appointment of ernst 
& young vneshaudit CJSC to audit the company’s 
rAS and ifrS financial statements for the period 
until the annual General meeting of Shareholders in 
2014.
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full nAme
ernst & young VneshAudit Closed 
Joint-stoCk
CompAny

Short NAme ernst & young vneshaudit CJSC

reGiStereD offiCe 77 Sadovnicheskaya Naberezhnaya, bldg. 1,
moscow 115035

telephoNe AND fAx NumberS tel.: (495) 755-97-00
fax: (495) 755-97-01

e-mAil moscow@ru.ey.com

AuDit liCeNSe Number, DAte of iSSue AND 
expiry DAte, or the full NAme AND ADDreSS 
of the Self-reGulAtory orGANiZAtioN of 
AuDitorS iN WhiCh the AuDitor hAS (hAD) 
memberShip

Non-profit partnership “Audit Chamber of 
russia” (ACr)
pursuant to the resolution of ACr board dated 
20 may 2009, membership Certificate No. 3027.
Address: 3/9 tretiy Syromyatnicheskiy pereulok, 
bldg. 3, moscow 105120

fiNANCiAl yeAr for WhiCh the AuDitor 
CoNDuCteD AN iNDepeNDeNt AuDit of the 
StAtutory ACCouNtiNG booKS AND fiNANCiAl 
StAtemeNtS uNDer the ruSSiAN lAWS AND 
ifrS

2011, 2012, and 2013

ernst & young vneshaudit CJSC is a member of Non-
profit partnership “Audit Chamber of russia” (ACr). 
ernst & young vneshaudit CJSC is registered by ACr 
in the register of Auditors and Audit organizations 
under registration number 3027 and included in 
the master copy of the register of Auditors and 
Audit organizations under identification number 
10301017410.

ernst & young vneshaudit CJSC is authorized under 
russian laws to conduct independent audits of 
NSD’s accounting system, financial statements 
(accounts) and tax reports, the financial results, and 
NSD’s internal control system, as well as to prepare 
and present an auditor’s report on NSD’s financial 
statements and a detailed information report to the 
moscow exchange’s Ceo.

ernst & young vneshaudit CJSC does not have 
any significant common interests with NSD or the 
moscow exchange Group.

Audit services are provided under an Audit Services 
Agreement. An audit is only intended to express 
an opinion on the validity of NSD’s financial 
statements and on whether the accounting records 
are maintained by NSD in compliance with the 
applicable russian laws. validity means the degree 
of accuracy of the data contained in the financial 
statements which enables a user of such financial 
statements to make conclusions, on the basis of 
such data, regarding NSD’s performance results, 
financial position, and assets, and make informed 
decisions. During the audit period, the auditors also 
examine the tax accounting books and tax reports 
filed by NSD in the forms required (i.e., tax returns, 
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tax calculations, etc.) and determine whether any 
tax relief was obtained lawfully.

An audit includes several phases:

•	 phase 1: audit of the state of accounting and 
controls, account balances, disclosed financial 
statements and tax filings for the first nine 
months of a financial year;

•	 phase 2: audit of the state of accounting and 
controls, account balances, disclosed financial 
statements and tax filings for 12 months of the 
financial year; and

•	 phase 3: audit of the ifrS consolidated financial 
statements.

for the purposes of conducting an audit, NSD 
designates an employee to be in charge of 
liaising with NSD’s divisions and ensuring that the 
information needed for the audit is delivered in a 
timely fashion.

based on the results of the audit, the auditor 
prepares an auditor’s report and a detailed 
information report.

under the Audit Services Agreement, the auditor 
undertakes to strictly comply with the laws of the 
russian federation and other regulations, including 
federal law No. 307-fZ “on Audit Activities” dated 
30 December 2008 and the Audit rules (Standards). 
furthermore, the auditor is required to:

•	 ensure that any documents received by the 
auditor in the course of an audit are kept safe 
and returned in due course, and that their 
contents or any other information are not 
disclosed without NSD’s consent, except as 
provided by the russian laws;

•	 if so requested by NSD, supply NSD with the 
necessary information on the requirements of 
the russian laws with respect to the conduct 
of audits (including tax audits), and references 
to the regulations on which the auditor’s 
comments and conclusions are based; and

•	 inspect to the full extent the documents related 
to NSD’s financial and business activities and 
the availability of any assets recorded in such 
documents.

Where the auditor discovers any breach of the 
tax laws or any material misstatements in NSD’s 
financial statements or tax reports, the auditor will 
bring to the notice of NSD’s executives that they 
may be held liable for such breaches and that it is 
necessary to make amendments to the financial 
statements or make adjustments to the tax returns 
and calculations.

the auditor determines, at its own discretion, 
forms and methods of an audit based on the 
requirements imposed by the applicable russian 
laws and regulations, subject to the specific terms 
and conditions of the Audit Services Agreement.

in the course of an audit, NSD undertakes that it 
will make the relevant arrangements and provide 
assistance to the auditor to ensure that the 
financial and tax audits are completed in a timely 
fashion and in full. NSD provides the auditor with 
all the information and documents requested and 
needed for the audit, provides full clarifications and 
confirmations as may be requested by the auditor, 
and requests any information necessary for the 
audit from third parties.
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NSD’s internal control system takes account of 
the nature and scope of business of NSD as a 
non-banking credit organization, central securities 
depository, and a professional securities market 
participant.

the company’s internal control system is aimed at 
achieving the following goals:

•	 ensuring the efficiency and effectiveness of 
NSD’s financial and business activities when 
processing banking, depository or other 
transactions; the effectiveness of assets and 
liabilities management (including securing the 
safety of assets); and managing the bank and 
other inherent risks, i.e.:

 – identifying, measuring and determining risks 
having a material effect on NSD’s activities 
which, if materialized, may result in losses and/
or decline in liquidity due to the occurrence of 
adverse events;

 – continuous monitoring of banking risks; and 

 – taking measures to maintain banking risks 
at a level which does not pose a threat to the 
company’s financial stability and the interests of 
NSD’s clients, counterparties, or shareholders;

•	 ensuring that financial, accounting, depository, 
statistical, tax, and other reports (intended both 
for external and internal users) are prepared and 
submitted in a reliable, complete, objective and 
timely manner;

•	 compliance with the applicable laws and 
regulations, standards of self-regulatory 

organizations, and NSD’s constitutional 
documents and internal regulations;

•	 preventing involvement of NSD and its 
employees in unlawful activities, including 
money laundering and terrorist financing, and 
ensuring timely submission of information to 
the government authorities and the bank of 
russia in accordance with the russian laws;

•	 preventing the adoption of rules and/or exercise 
of practices which might encourage behaviour 
that violates russian laws;

•	 maintaining information security at NSD; and

•	 compliance with the russian securities market 
laws, including the rules and regulations adopted 
by the federal securities market regulator, 
russian laws protecting rights and legitimate 
interests of investors in the securities market, 
advertising laws, and NSD’s internal regulations.

in 2013, the internal Control Division (iCD) 
comprised two functional units responsible 
for control over NSD’s depository operations 
and internal audit of NSD’s activities as a credit 
organization.

in accordance with the international practices, NSD 
applies a risk-oriented audit approach.

A strict system of iCD’s accountability to NSD’s 
management bodies has been put in place.

the accountability of internal control bodies is 
shown in the chart below.

iNterNAl CoNtrol
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iNterNAl CoNtrol AND ACCouNtAbility

the work to ensure information security (iS) at NSD 
is organized in accordance with russian laws, the 
package of standardization documents issued by 
the bank of russia (entitled “ensuring information 
Security of organizations being part of the banking 
System of the russian federation”) (“br iSbS 
package”), and NSD’s information Security policy 
approved by the Supervisory board on 25 march 
2011 (minutes No. 5/2011).

the iS activities are primarily intended to ensure the 
security of clients’ assets, as well as the security of 
the company‘s banking, depository, settlement and 
information systems.

the information Security Service is entrusted with 
creating an effective system to manage iS risks and 
conducting work designed to counter any possible 
threats. in accordance with the requirements 
set out in the br iSbS package, the information 
Security Service is actively involved in developing 
terms of reference, implementing hardware and 
software, and performing

an expert review of contracts and agreements. 
it regulates processes designed to separate 
users’ access, sets up and maintains information 
protection tools, allocates access rights, and 
maintains key information.

iNformAtioN SeCurity
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to maintain and raise the achieved iS level, 
NSD works on the development of information 
protection tools being used in the course of 
operating automated systems. in the reporting year, 
a vulnerability analysis system was successfully 
implemented, the automated iS event monitoring 
system was improved, an automated system 
for recording access rights and users’ rights was 
implemented, the trial testing of the centralized 
access control system (iDm class) was commenced, 
and a confidential information leakage prevention 
system was implemented. the said improvements 
has allowed to raise the iS level at NSD as a whole 
and the level of security of the key it systems in 
particular; and significantly reduce regulatory and 
operational risks arising when using computer 
hardware.

to ensure iS in the open space office environment, 
there are controls in place aimed at preventing 
unauthorized access to confidential information. 
in addition, NSD has expanded the scope of 
application of the iS arrangements, tightened 
control over the activities of information resource 
users, and improved the efficiency of responding 
to any shortcomings discovered. following the 
completion of audits, reports are prepared and 
submitted to the relevant persons. Such reports 
constitute the basis for making changes to 
the controls aimed at protecting confidential 
information.

the information Security Service on a regular 
basis improves the methodological support of 
NSD’s operations. in particular, the information 
Security Service regularly analyzes legislative 
and regulatory changes on the basis of which 
necessary amendments are made to NSD’s internal 
regulations.

in 2013, due to changes in the regulatory 
requirements, the structure of internal regulations 
was changed and updated.

NSD takes steps to increase employees’ awareness 
of the iS-related issues. to that end, special 
distance learning courses in the field of personal 
data processing have been prepared. 92% of NSD’s 
employees have completed, and been tested as 
part of, the courses.

in 2013, a self-assessment of the iS level was 
conducted to make sure that the requirements 
set forth by bank of russia’s regulations No. 382-p 
“on the requirements to information Security 
in the Course of making funds transfers and the 
procedure of monitoring by the bank of russia of 
Compliance with Such requirements” dated 9 June 
2012 were complied with. the self-assessment was 
conducted with the help of experts from ZAo Nip 
informzashchita. it was found that the iS level was 
adequate and met the applicable requirements.
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CombAtiNG moNey lAuNDeriNG AND 
TerrorIsT	FInAnCInGа

in 2013, the russian federation laws aimed 
at preventing unlawful financial transactions 
were materially amended in order to increase 
the transparency of legal entities’ activities. in 
particular, new definitions “beneficial owner” 
and “freezing (blocking) of non-cash funds 
or uncertificated securities and assets” were 
introduced, and the list of information required 
for the purpose of identifying legal entities was 
extended.

in the reporting year, NSD was actively involved in 
ensuring compliance with the russian federation 
laws on anti-money laundering and terrorist 
financing (“Aml/tf”). by taking account of the 
nature of NSD’s and its clients’ business, a new 
version of the internal Control rules and some 
other related internal regulations were approved.

on-going analysis of our clients’ activities and 
transactions is intended to mitigate the risks 
relating to money laundering and terrorist financing 
and increase the effectiveness of NSD’s internal 
Aml/tf controls. in particular, in the event 
that there are signs that clients are engaged in 
suspicious activities, NSD meets with such clients 
and takes steps to terminate their remote access 
to NSD’s services and suspend their participation 
in the payment system. NSD is also authorized to 
take certain other measures in accordance with 
the russian federation laws and bank of russia’s 
recommendations.

NSD also undertook other activities to implement 
the KyC approach. Due to changes in the 
applicable Aml/tf laws, much attention was 
paid to identifying beneficial owners, obtaining 
information regarding clients’ business reputation, 
and analysing the objectives of clients’ financial and 
business activities.

Special attention is paid to conducting statutory 
checks of clients against the list of organizations 
and individuals believed to be involved in extremist 
Activities or terrorism and the list of resident 
foreign trade participants.

in 2013, NSD was taking measures to identify 
transactions subject to mandatory control 
and transactions meeting the applicable 
statutory criteria, and submitted timely reports 
on such transactions to the federal financial 
monitoring Service of the russian federation 
(rosfinmonitoring), along with information on 
refusals to enter into a bank account agreement in 
accordance with the applicable laws

in 2013, efforts were continued to automate 
Aml/tf-related processes. the priorities in this 
field include the improvement of identification 
process control and mandatory reporting process 
automation.

in addition, efforts were taken to provide training 
and further education to NSD’s employees in 
the field of Aml/tf, including in third-party 
organizations.

CombAtiNG iNSiDer DeAliNG AND 
mArKet mANipulAtioN

in the reporting year, NSD took efforts to ensure 
compliance with the requirements set forth by 
federal law No. 224-fZ “on Combating insider 
Dealing and market manipulation and on making 
Amendments to Certain laws of the russian 
federation” dated 27 July 2010 and the related 
regulations governing activities in the financial 
markets.

A responsible person (compliance officer) was 
designated at NSD to monitor the compliance 
with federal law No. 224-fZ dated 27 July 2010 

preveNtiNG NSD’S iNvolvemeNt iN uNlAWful 
ACtivitieS



97

General Information on NSD’s Activities

and the regulations adopted to implement it. the 
Supervisory board was provided with quarterly 
reports from the compliance officer.

Due to the changes made to the russian federation 
laws in accordance with which the bank of russia 
became responsible for regulating financial 
markets, the following internal regulations of NSD 
were amended: 

•	 the list of NSD’s insider information;

•	 the procedure for Access to insider information;

•	 the rules for protecting Confidentiality of insider 
information at NSD and monitoring Compliance 
with federal law No. 224-fZ dated 27 July 2010 
and the regulations Adopted pursuant to it;

•	 the instructions for Combating insider Dealing 
and market manipulation for NSD’s staff and 
individuals working with NSD under civil law-
regulated contracts;

•	 NSD’s internal process regulations:

 – the procedure for listing and Delisting of 
individuals and legal entities as NSD’s insiders;

 – the procedure for the provision of the list of 
NSD’s insiders to exchanges at which financial 
instruments and foreign Currencies are traded;

 – the procedure for Giving Notice on NSD’s 
transactions with financial instruments;

•	 the training course “Combating insider Dealing 
and market manipulation” for NSD’s staff.

in the reporting year, NSD provided exchanges, 
upon their request, with lists of NSD’s insiders 
within the time limits set forth by the federal 
executive authority in charge of financial markets.

other measures were also taken related to the 
maintenance of insider lists, in particular:

 – arrangements were put in place to ensure that 
NSD’s insiders were given notices that they had 
been included in or removed from NSD’s insider 
list;

 – steps were taken to control whether NSD was 
correctly included in other entities’ insider lists; 
NSD analysed whether the grounds for including 
NSD in such insider lists were in compliance with 
the laws of the russian federation, and reviewed 
the lists of insider information with a view to 
determine whether NSD might have access to 
such information); and

 – records were made of notices of inclusion in/
removal from NSD’s insider list.
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Details of NSD’s interest in other entities are shown 
in the table below.

DetAilS of NSD’S iNtereStS iN other 
eNtitieS

entity’s full And short nAme registered offiCe interest in 
the shAre 
CApitAl, %

Closed Joint Stock Company “Depository 
Clearing
Company”, DCC

12 Spartakovskaya Street, 
105066 moscow, russian 
federation

99.998

Stock Company Saint-petersburg Currency 
exchange, SpCex SC

12/23 Sadovaya Street, 
191023 St. petersburg, russian 
federation

2.005

SWift SCrl (Society for Worldwide 
interbank financial telecommunication)

Avenue Adèle 1, 1310 la hulpe, 
belgium

0.005

NSD’S iNtereStS iN other eNtitieS

•	 Completion of the Withholding Agent project. 
in accordance with the russian tax Code, NSD 
started acting as a withholding agent when 
paying out income on equity or debt securities.

•	 Signing of a cooperation agreement and 
establishment of correspondent relations with 
the CSD of Armenia.

•	 launch of cross-border settlement for russian 
corporate and municipal bonds with euroclear.

•	 launch of cross-border settlement for russian 
corporate bonds with Clearstream.

•	 launch of information services of the Center of 
Corporate information.

•	 intensification of efforts aimed at improving 
the system of matching incoming instructions. 
the plans are to provide detailed information 
on matching statuses and make certain 
improvements to simplify the instruction 
matching process.

mAteriAl eveNtS After the reportiNG DAte


