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Section I. Short report summary

Strengths Concerns and mitigants

» Low weighted-average loan-to-value (LTV); + 36% of Borrowers provided no official tax forms for income
verification purposes: ACRA took this factor into account

‘ when modelling the transaction via standard penalties for
« Rights under loans are conferred by mortgage this characteristic in the GRASP model;

certificates duly executed and registered with the
Federal Service for State Registration, Cadastre and
Cartography (Rosreestr); mortgage certificates have
been verified by the Specialized Depository;

» No Borrowers with negative credit history records;

« Limited experience of PJSC SCB “Metallinvestbank” as
a servicer in securitisation transactions; participation of
DeltaCredit Bank JSC (AAA(RU), outlook Stable) as a Back-

up Servicer offsets the above risk.

« High credit rating of the Back-up Servicer (Back-
'gh credit rating up Servicer ( up . Limited court practice with respect to various aspects of

Servicer); L o )
securitisation transactions in the Russian market; however
* A reliable Issuer Account Bank participates in the the increasing number of court cases is complemented by
transaction; strong securitisation legislation and through consistent
- Availability of back-up Issuer’s Corporate Services support of the s.e-curitisation industry by legislative and
Providers (the Management Company and the executive authorities;
Accounting Company); « Despite the transparency and high quality of the provided
- A simple two-tranche structure with a simple information, the available historical data on debt service
sequential waterfall; quality in the mortgage portfolio covers a limited period

of time; ACRA took this factor into account by applying

« Utilisation of endogenous credit enhancement expert penalty assumptions.

mechanisms with respect to the senior tranche
including subordination, hybrid reserve and use of
the Principal Deficiency Ledger (PDL) mechanism;

 Originator’s obligation to repurchase loans that did
not satisfy the eligibility criteria as at the date when
they became part of the mortgage collateral (for
instance, they were added to the pool through error);

« Assignment of receivables involves notification of all
Borrowers in the portfolio regarding the replacement
of the lender of record.
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TRANSACTION SUMMARY

Subject of the transaction — Russian residential mortgage-
backed securities (RMBS):

« Securitisation of a mortgage loan portfolio — RUB 2.6bn;
« Rated debt type — Notes;

« RMBS issuer jurisdiction — Russian Federation;

« Governing
Federation;

law and transaction jurisdiction — Russian

« Key legislation — Federal Law No.152-FZ dated November 11,
2003 “"On Mortgage-Backed Securities”.

State support — active and consistent support of the industry:
+ Coverage of losses from the state budget: not available;

« Non-financial government support: active support of the
securitisation and RMBS industry;

» Agency RMBS: N/A;

« Use of sureties provided by JSC AHML (JSC "DOM.RF" since
March 2, 2018) (hereinafter, AHML! ) and other guarantees:
N/A;

Transaction structure — simple, standard:
« Number of senior tranches: one;

» Number of subordinated tranches: one;

+ Subordinated tranche type: loan;

« Short-term liquidity reserve fund represents an amortising
reserve fund of 4.5% of the aggregate rated Notes balance;

 Principal loss coverage reserve: the short-term liquidity reserve
fund may be used to cover principal loss in a restricted number
of scenarios;

« Currency (assets/liabilities): Roubles/Roubles;

« Interest Basis (assets/liabilities): fixed/fixed;

« Hedging arrangements and swaps: N/A;

Payment procedure (waterfall) — simple sequential:
« Sequential procedure for discharging obligations;

« Use of excess spread to recover principal losses: potential use
of PDL mechanism;

« Use of principle payments to top up interest waterfall:
applicable.

Issuer default triggers — standard:

« Untimely payment of interest on the subordinated tranche

(loan) does not constitute an event of default until full
repayment of the senior tranche.

ASSET PORTFOLIO

Collateral under RMBS — standard (first ranking prime

mortgage loans):

+ Originator— PJSC SCB 'Metallinvestbank’ (BBB+(RU), outlook
Stable) (hereinafter — Metallinvestbank, MIB, or the Bank);

* Receivables under mortgage loans are verified by mortgage
certificates;

* Loans selected for the pool comply with the eligibility criteria;

RMBS / RUSSIA

- Static portfolio: no new loans may be added during the
transaction period (no replenishment/reinvestment of cash
proceeds into new assets).

Key characteristics of the asset portfolio:

* WA asset interest rate at closing: 12.4%;

« Interest rate type - rate is fixed for the entire loan period;

* WA Seasoning/ time to maturity: 2.8 years/ 13 years;

« WA initial/ current LTV: 66.01%/ 54.44%

Loan collateral — standard:

+ 100% of loans were issued for purchases of residential property;

* Mortgaged property: apartments (95%) and residential houses
with land (5%);

* The collateral pool does not contain incomplete construction
projects.

Asset diversification in the pool — standard for similar pools
(high):

*  Number of loans: 1,579;

« Share of each loan is below 0.4% of the portfolio;

« Top 20 Borrowers account for 5.10% of the portfolio;

» Average debt per one Borrower is below 1%.

Geographical concentration — above average:

* Geographic footprint: 18 regions;

+ Max concentration: Moscow (27% of portfolio), Moscow
Region (27%), Belgorod Region (14%).

Estimated pool characteristics:
» Expected Loss (EL): 2.4%;
*  GRASP AAA EL: 14.20%.

ORIGINATOR BACKGROUND
Metallinvestbank (BBB+(RU), outlook Stable):

« Ranks 78th in terms of assets;

* Mortgage lending is one of the key business lines for the bank:
o  share of the mortgage lending market is 0.3%;

o  mortgage lending portfolio: RUB 13.7bn, 4.15% of total
assets.

Securitisation experience — limited:

« This transaction is the first RMBS issue of MIB with a rating
agency participation;

« In 2016, the Originator issued RUB 3.2bn RMBS backed by a
surety from AHML.

Role in the transaction:

« Mortgage portfolio Originator/ Arranger / Servicer / Collection
Account Holder.

COUNTERPARTIES IN THE TRANSACTION
Issuer — ‘MA Metallinvest-2’ LLC (hereinafter, the Issuer):

« Established as the only possible RMBS issuer type as set forth
by the Russia law (Federal Law No.152-FZ);

L A state owned entity that adopted FannieMae-like (single tranche, pool repack) model of US agency MBS.
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+ Compliant with the international bankruptcy remoteness
criteria:

« Administration and accounting support of the Issuer are
performed by third-party Management Company and

Accounting Company with an extensive international
experience.
Issuer Account Bank and Calculation Agent — AO

Raiffeisenbank (AAA(RU), outlook Stable)(hereinafter,
Raiffeisenbank)

» Issuer Account Bank
« The highest rating from ACRA under the national scale.
Servicer — Metallinvestbank:

« Experience in one securitisation transaction administration,
post default of another Originator.

Back-up Servicer — DeltaCredit Bank JSC (AAA(RU), outlook
Stable) (hereinafter, DeltaCredit):

+ 'Hot' back-up servicing - monthly data exchange;

* Replacement of the Servicer for Back-up Servicer within 12
business days;

« Participation in several securitisation transactions as a Back-up
Servicer and Servicer.

Specialized Depository — ZAO VTB Specialized Depository:

» Substantial securitisation experience: over 10 Russian RMBS
transactions since 2007;

*  Member of VTB, one of the largest banking groups in Russia.

Management Company and Accounting Company — Limited

Liability Company ‘'TMF RUS’ and Limited Liability Company

‘RMA Services’:

* Most experienced and the first companies providing
management and accounting services in the Russian
securitization market;

» Since 2006, TMF has organized about 100 mortgage agents
and specialized financial companies (jointly - «<SPV»).

« Members of TMF, one of the largest international groups
providing corporate management services (Kingdom of the
Netherlands).

Back-up Management and Back-up Accounting Companies

— CJSC ‘GFT Mutual Funds’ and LLC '‘GFT Bukhgalterskoe

obsluzhivanie’:

» Their engagement is aimed at reducing potential sanctions
risk that the principle Management Company and Accounting
Company are exposed to;

» Limited experience in securitisation transactions;

» Substantial experience in asset management;

« 'Hot' back-up servicing: transaction data exchange is
performed in the form of continuous and complete exchange
of transaction information; IT platforms were agreed upon with
the principle Management and Accounting Companies (TMF)
in advance.

Noteholders’ representative — Joint-Stock
‘TRANSFINGROUP'’ Asset Management

» One of the largest investment funds on the federal level;

company

« Management and the team have a wide experience in
securitisation and investing into Russian securities including

RMBS / RUSSIA

RMBS.
Legal advisor — Baker McKenzie:

* One of the most experienced and active legal firms in the
Russian securitisation market;

» Prepares all transaction documentation as well as legal and tax
opinion.

Counterparty replacement triggers:

« Account Bank — loss of AA-(RU) by ACRA;

» Servicer - default/ failure to perform obligations / loss of
BBB(RU) by ACRA;

« Management Company / Accounting Company - inability to
perform their duties if new sanctions are introduced/ existing
sanctions are enhanced.

ADDITIONAL TRANSACTION INFORMATION

Completeness of pool information provided — above average:

* ACRAs template for collecting transaction information has
a 97% completeness ratio; information for the analysis was
provided within a short period;

» Historical data regarding debt servicing quality is available in
the vintage form for 7 years;

« Information provided to ACRA for analysis contained no
indications of data manipulations or fraud;

- Dependence on Originator's self-certification confirming
transaction compliance with Simple, Transparent and
Standardised (STS) securitisation criteria: not applicable.

External data verification — adequate verification level:

« An external auditor (KPMG) performed a sampling check
in compliance with the market standards for agreed upon
procedures; 99% confidence level;

» The Specialized Depository performed a complete verification
of all mortgage certificate originals as to proper execution,
compliance with law and availability of all required details.

Transaction preparation period — 6 months. This period
reflects the fundamental work performed by the Originator and
the counterparties in creating new independent platform for
securitisation of MIB loans. According to the previous experience,
by virtue of optimising transactional logistics the period of
preparing future transactions of the Originator, usually would not
exceed 2 months.

Legal environment status for RMBS issue — stable, favourable.
Transaction documentation quality — standard:

» Composition and contents of the documentation comply with
the market standards for transaction documentation submitted
to a rating agency as part of rating assignment.

Transaction type — classic RMBS:

« The transaction is not part of the RMBS Factory program
of AHML; it is not based on principles of self-certification
or minimization of independent analysis as part of STS
securitisation standards, and it sets forth no coverage of any
losses at the expense of the government budget and / or
external guarantees from third parties.
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Figure 1. ‘MA Metallinvest-2’ LLC transaction structure

Mortgage pool Principal

(Originator PISC SCB  [Jaialliltadl

‘Metallinvestbank’) Collections

SUMMARY

This transaction constitutes a second RMBS issue backed by
mortgage loans granted by Metallinvestbank and the first
mortgage loans securitisation transaction of the Bank without
using a surety from AHML and the Bank's first transaction that
was assigned an SF credit rating. In this transaction, the Issuer
‘MA Metallinvest-2' LLC issued mortgage-backed Notes for
the total amount of RUB 2,354m. The proceeds are used to
pay the purchase price of the pool which has been assigned to
the Issuer by Metallinvestbank. The composition and quality
of the securitised portfolio comply with the average figures
demonstrated in similar transactions in the Russian market.
The two-tranche structure of the RMBS issue is standard for
the majority of the Russian securitisation transactions. The
transaction involves issue of a senior Note tranche and a junior
tranche in form of a sub-loan issued by the Bank to pay a portion
of the purchase price of the securitised portfolio.

Issuer
‘MA Metallinvest-2’
LLC

RMBS / RUSSIA

Noteholders’
Representative

JSC 'TRANSFINGROUP’
Asset Management

Fixed Coupon

Principal on the Notes

Floating Interest

Principal on Sub-loan

In assignment of the expected rating ACRA used the

Methodology for Assigning Credit Ratings to Structured Finance

Instruments and Obligations under the National Scale of the
Russian Federation using GRASP Mortgage (GRASP-M) and

GRASP Payment Waterfall (GRASP-WF) models. The assigned
rating is based on the analysis of a wide array of quantitative
and qualitative factors, including the pool characteristics and
the Originator and Servicer reviews. The key factors with the
highest impact on the level of assigned ratings were a low
(54%) weighted-average LTV, availability of mechanisms for
mitigating operational risks in the transaction, and adequate
credit support of the rated Notes tranche.

2 GRASP - (Global Rating Analyser of Structured Products), main SF modelling platform developed by ACRA for the analysis of

various SF transactions.
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Section Il. Detailed report

1. Strengths and concerns (detailed description)

Strengths of the transaction

Low weighted-average LTV of the collateral (outstanding
loan balance to estimated mortgage property value ratio).
The current LTV is 54.44%. According to the requirements as
set forth by the Federal Law No.152-FZ "On Mortgage-
Backed Securities”, loans with the current LTV exceeding 80%
were not included into the portfolio.

No Borrowers with negative credit history records in the
collateral portfolio. 74% of loans included in the securitised
portfolio have never been in arrears, and 98% of loans had
no historical 30+ day delinquencies. 2% of loans had 90+ day
delinquencies.

Rights under loans are evidenced by mortgage
certificates registered with the Federal Service for State
Registration, Cadastre and Cartography (hereinafter,
Rosreestr), which ensures efficient assignment of the loans to
the Mortgage Agent. The Specialized Depository exercises
control over mortgage collateral, and keeps records of, and
verifies, mortgage certificate originals.

Back-up Servicer with high credit rating participates in
the transaction: DeltaCredit (AAA(RU), outlook Stable) has
experience of participating in several securitisation
transactions as Back-up Servicer and will assume asset
portfolio management functions in case of insolvency of
Metallinvestbank.

A reliable Issuer Account Bank participates in the
transaction: Raiffeisenbank (AAA(RU), outlook Stable) acting
as Issuer Account Bank with respect to Issuer's settlement
accounts where revenues from asset portfolio are
accumulated and Issuer’s reserves are kept.

Availability of back-up corporate services providers to
the Issuer (Back-up Management and Accounting
Companies): in order to offset risks related to potential
resignation of the Corporate Services Providers (both
members of TMF Group) due to escalation of the foreign
sanctions against the Russian Federation.

Simple two-tranche structure with a simple sequential
waterfall. The senior tranche comprises rated Notes; the
junior tranche comprises a subordinated loan granted to the
Issuer to pay a portion of the asset portfolio (mortgages)
purchase price. A sequential waterfall stipulates repayment of
the subordinated loan after the repayment of the senior debt
obligations (Notes).

Reliance on the endogenous credit support mechanisms
for the senior tranche. Issuer's junior tranche (loan)
obligations are subordinated to the senior tranche (Notes).
The transaction also incorporates hybrid reserve, which,
depending on the scenario, may be used to cover both
deficient interest and deficient principal proceeds. In

3 In Russian: 2-HA®N / 3-HAD.

Concerns and mitigants

e A substantial proportion of Borrowers in the mortgage

portfolio have not verified their income using 2-TIPI and 3-TIPI
(Tax on Individual Persons Income3) official tax forms. 35.55% of
Borrowers in the loan portfolio have not provided official tax forms
for income verification purposes. ACRA considered this factor when
modelling the transaction by applying additional expert penalty
assumptions.

Limited experience of Metallinvestbank as Servicer in
securitisation transactions. The Originator issued RUB 3.2bn RMBS
supported by surety from AHML in 2016; this transaction is the first
rated RMBS issue backed by MIB pool. The limited experience of the
Servicer is mitigated by engagement of DeltaCredit (AAA(RU),
outlook Stable) as a Back-up Servicer.

Limited court practice with regard to various aspects of
securitisation in the Russian market; however, the increasing court
case practice is complemented by strong securitisation legislation
and by consistent support of the securitisation industry by legislative
and executive authorities. The legal aspects of the transaction are
addressed in the legal opinion prepared by a legal adviser with
extensive securitisation experience.

The available historical data on debt service quality in the
mortgage portfolio covers a limited period of time that does not
sufficiently reflect the financial crisis period of 2008-2009. However,
the above weakness is partially offset by the transparency and high
quality of the provided information for the period of 2010-2017.
When modelling the transaction, ACRA used supplemental
performance data for analogous assets from ACRA’s own nation-
wide database and applied additional expert penalty assumptions to
account for limited historical data.

5
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addition, excess spread may be used to cover principal losses
through PDL mechanism.

Originator’s obligation to repurchase loans that were
non-eligible as at the date of inclusion into the mortgage
portfolio (for instance, they were added to the pool by error).
The above obligation shall remain valid even if the loan is in
no default. Corresponding provisions for replacement of
mortgage certificates was added to the transaction
documentation.

Notification of Borrowers upon Originator replacement
In compliance with the Russian law, all the Borrowers will be
notified of the sale of the mortgage certificates to the
Mortgage Agent, and each mortgage certificate will be

RMBS / RUSSIA

endorsed in the name of the Mortgage Agent.

2. Portfolio analysis:

Scope and quality of the provided
data

ACRA notes high transparency and
information value of data submitted for
the rating analysis.

External verification of the data
provided

The provided data was verified amid a
significant and full-scale toughening of
control by the Bank of Russia over
compliance with the requirements to
the mortgage collateral.

LTV

Low LTV of the pool

ACRA notes high transparency and information value of data submitted for the rating analysis.

The Originator provided information regarding specific loans comprising the securitised
portfolio using ACRA's transaction template for collection of mortgage loan portfolio
information (97% completion).

In addition, the Originator provided historical data on loan servicing quality of the total bank
portfolio in form of vintage tables covering the period of 2010-2018 as well as information
regarding problem loan treatment in loan-by-loan format.

In ACRA's view, the request processing speed of Metallinvestbank and the level of information
detail it provided highlight sophistication and stability of the Bank's IT systems as well as high
level of expertise demonstrated by employees and involved divisions. Such facilities allow the
Bank to maintain high performance indicators in view of the current operational tasks. A
substantial increase of lending operations, as planned by the Bank, will require additional
resources in order to maintain the above performance momentum.

Prior to the assignment of the expected rating, the Auditor (KPMG) has carried out an Agreed
Upon Procedures (“AUP") of an audit nature and prepared an AUP report on factual findings.
The AUP verified that the portfolio data file quality was in compliance with the Agreed Upon
Procedure standards.

In line with the international AUP framework, the verification covered 40 fields of the portfolio
report on the loan-by-loan basis. As a result of the procedure performed, there is a 99%
confidence level that no more than 1% of checked parameters contained error (1% tolerance
level).

The Specialized Depository verified all mortgage certificate originals in the pool as to their
due execution, legal compliance and availability of all required details.

The verification performed by the Specialized Depository was preceded by very extensive on-
site reviews of all special depositories undertaken by the Bank of Russia. The review itself and
the new regime enforced by the regulator is aimed at toughening control over compliance
with mortgage security requirements in order to enhance transparency and add stability to
mortgage securitisation transactions.

In accordance with the ACRA methodology, the default probability in a portfolio secured by
mortgages on residential properties, primarily located in urban areas, is determined by
(among other things) the loan-to-value ratio (LTV).

The portfolio’s weighted-average initial LTV based on loan amount at origination is 66.01%.

ACRA notes low weighted-average current LTV value, as calculated using the current loan
balances and mortgaged property valuations as at the most recent date, standing at 54.44%.
This LTV level corresponds to the average (or slightly below average) figures for Russian
mortgage securitisation transactions.
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APRES and real estate price volatility

Geographic concentration
The geographic concentration of loans

in the pool is assessed as above
average.

Property price diversity

Regional property price diversification is
assessed as average.

RMBS / RUSSIA

Using its methodology, ACRA assessed the default probability of the pool on the basis of the
control default probability curve where a given stress default probability corresponds to a
specific LTV value.

ACRA'’s Adjusted Price of Real Estate Stress ('APRES’) indicates market price decline during
substantial economic downturns (recessions) and is determined for specific regions of the
Russian Federation.

ACRA calculated additional adjustments for recovery rates for each loan in the pool, i.e. the
expected recovery values by applying the APRES haircut to the property market value.
According to the ACRA methodology, 40% was used as the base case decline of property
prices for all loans in the pool. This figure (base case APRES) reflects empirical data for property
price depreciation in Russia during the observed worse ten-year period disregarding any
potential gains during the corresponding years.

As the next step, ACRA applied additional adjustments to the recovery values, which were
based on region-specific property price volatility indicators (specific APRES).

Regions exhibiting low and moderate property price volatility account for 55.2% of loans in
the pool (10%-15%), the share of medium volatility (15%-20%) regions is 37.5%, and 7.3% of
loans in the pool were granted in the regions with high property price volatility (20%-30%).
ACRA applied a penalty adjustment of the Expected Loss in accordance with the specific APRES
calculated for each particular loan.

ACRA takes into account the geographic concentration in order to determine the Expected
Loss value adjustment. Pronounced regional concentration increases the pool’s exposure to
potential adverse events in the corresponding regions.

The geographic concentration of loans in this transaction portfolio is as follows:

Moscow: 27%,

Moscow Region: 27%,
Belgorod Region: 14%,

Perm Krai: 8%,

Novosibirsk Region: 7%,
Nizhny Novgorod Region: 6%,
Voronezh Region: 5%,
Tyumen Region: 2%,

Vladimir Region: 2%,

Chuvash Republic: 2%.

68% of loans in the pool are in three regions of Russia. ACRA assesses the regional
concentration of the pool as elevated, and therefore a penalty adjustment 4 of 2.3% is made
to the portfolio Expected Loss value.

According to ACRA methodology, mortgaged property prices directly affect the recovery rate
and, therefore, the severity of loss given default in the securitised portfolio.

ACRA assumes that regions with a diversified real estate market would demonstrate higher
recovery rates and shorter property foreclosure periods compared to regions with less
diversified housing markets. ACRA classifies all regions of Russia into four categories in terms
of residential property diversification (determined on the basis of price per square meter), with
the first category corresponding to the lowest diversification and the fourth category to the
highest price diversification of the housing market. Large metropolitan areas with a wide
variety of residential properties, such as Moscow and St. Petersburg, qualify as the most
diversified regions with the most active real estate markets. These markets are capable of
maintaining higher recovery rates and, therefore, are classified into the forth category. 16.2%
of assets in the portfolio backing the Notes are concentrated in the regions with low and
moderate residential property market diversification.

The Agency believes that the recovery process would take less time and require lower price
haircuts with respect to residential properties priced closer to the average market real estate
prices in the region. The larger the gap between the price of a specific residential property
and the average price, the less liquid the property.

4 In terms of their core directional analytical impact and all else being equal, the penalty adjustments increase the pool’s Expected Loss and

beneficial adjustments decrease it.

7
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Portfolio concentration by loan
amounts

The portfolio concentration by loan
amounts is assessed as above average.

Borrower credit history

The credit quality of Borrowers in the
pool is assessed as high.

Underwriting procedures and loan
servicing

The Originator’s underwriting

procedures and loan servicing are
assessed as good.

Employment profile

The majority of Borrowers in the pool
are payroll employees.

RMBS / RUSSIA

48% of loans in the subject portfolio are secured by properties of medium and low liquidity.

To account for the portfolio’s geographic distribution and statistics on price diversification of
residential housing in these regions, ACRA applied a penalty adjustment of 2.74% to the
Expected Loss value.

ACRA takes into account portfolio concentration in terms of the amount of individual loans or
number of Borrowers: Credit quality of portfolios with higher concentration of large loans
mainly depends on the quality of these loans.

In the subject portfolio, the share of loans granted to top twenty Borrowers in the pool is
5.10% of the portfolio balance, or around RUB 134m.

The Agency assesses the portfolio’s concentration by loan amounts as above average, and
therefore, a penalty adjustment of 3.27% was applied to the Expected Loss value.

ACRA applies additional penalty assumptions with respect to negative credit history for
individual loans. In order to establish whether any Borrower has a negative credit history (for
example, 60+ days past due), Agency uses information provided by the Originator/Servicer
and based on credit history bureau records and other available data.

In the subject portfolio:

74% of loans have never been in arrears;

98% of loans had no historical 30+ days delinquencies;

2% of loans had historical delinquencies of less than 90 days;
0% of loans had historical 90+ days delinquencies.

ACRA assesses the overall credit quality of Borrowers in the pool as high: a positive 0.31%
adjustment was applied to the Expected Loss value.

In its recovery rate assumptions, ACRA takes into account the quality of underwriting and
performance of the Servicer; the role, which in this transaction will be performed by the lender.

While performing its duties of the Servicer in the transaction, the lender does not act in the
legal capacity of the owner of the securitised portfolio because the portfolio is assigned to the
Issuer for the purposes of securing the structured finance notes. The Servicer acts merely as
an authorised representative of the Issuer responsible for performing servicing duties specified
in the transaction documentation.

In its analysis of the transaction, ACRA took into consideration additional measures designed
to protect credit quality of transaction Notes from the insufficient performance of the Servicer.
Such measures, among others, included the following:

e an option to replace the Servicer if its rating assigned by ACRA is downgraded below
BBB(RU), banking licence withdrawal (or withdrawal of any authorisations required to
perform mortgage certificate servicing functions) and following a critical decline in its
capacity to perform transaction duties;

e participation of a Back-up Servicer, who's identity and functions are set forth in the
transaction documentation as at the Notes issue date (thus removing any uncertainty
and pressure on Issuer to find a Back-up Servicer upon Servicer's replacement event).

In assessing the quality of the Servicer, ACRA considers Servicer's collection procedures aimed
at increasing recovery rates for overdue loans. Such assessment is relevant because servicing
standards for overdue and non-performing loans may significantly influence the final recovery
rates upon default of portfolio loans.

In order to assess underwriting procedures, loan servicing, reporting, arrears and collection
strategies, ACRA’s analysts have had a two-day meeting with representatives of the key
departments of Metallinvestbank responsible for implementation and monitoring at various
credit cycle stages including credit policy controls and risk management procedures.

ACRA assesses the MIB's overall quality of underwriting procedures and loan servicing as
good. More details are given in Appendix 5. According to the ACRA methodology, the quality
of underwriting procedures and loan servicing was reflected in an adjustment of Expected Loss
value.

ACRA analyses the potential effects of the employment status (full-time/part-time) and
employment types of Borrowers on the amount of losses in the portfolio. In accordance with
the statistics available to ACRA, the default probability for loans granted to self-employed
Borrowers is higher than for loans granted to payroll employees.
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Historical housing price trends

The current residential property price
dynamics is assessed as moderately
negative.

Mortgaged property types

95% of loans are secured by mortgaged
apartments in apartment buildings

Loan seasoning

The average seasoning of the portfolio
is 2.8 years (above average), the
portfolio is seasoned.

Delinquency periods / Periods
without delinquencies

The weighted-average period with no
registered delinquencies under loans
was 27 months.

Income verification method
36% of Borrowers provided no 2-TIPI or

3-TIPI official tax forms for income
verification purposes.

Age of Borrowers

5 In Russian: 2-HA®A / 3-HODN
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The majority of Borrowers in the portfolio are payroll employees, with self-employed
Borrowers accounting for around 2% of the loans. 100% of Borrowers in the pool are employed
full-time.

ACRA took into account the insignificant number of self-employed Borrowers in the portfolio
and made a penalty adjustment of 0.06% to the Expected Loss value.

ACRA takes into account the historic housing price dynamics from the time of each loan
origination in order to determine potential risk of decline in mortgage property prices and
loan recovery rates.

The portfolio analysis identified average negative property price trends in the portfolio loan
origination regions (-1.9%). However, loans with the highest LTV values (and, therefore, the
lowest recovery ratios) are concentrated in regions that exhibited property price growth from
the time of portfolio loan origination to the portfolio pool cut date, which increases the
recovery rates for such loans in case of Borrower's default. On the other hand, property prices
declined in the regions where loans with low LTV values are concentrated; due to such
compensating effect of LTV and geographical distribution, the negative property price
dynamics had limited effect on the recovery rates of these loans. Based on the above analysis
ACRA made a marginal positive adjustment of 0.72% to Expected Loss value for these loans.

In its Expected Loss analysis ACRA takes into account that mortgages secured by freestanding
houses, land plots, rooms in a common property as well as partial ownership interest in a
mortgaged property exhibit higher default probability and lower loan recovery rate (see Figure
28 in Appendix 9).

The majority of loans in the pool (95%) were provided to purchase apartments in apartment
buildings, with 5% of loans secured by freestanding houses with land plots; therefore, ACRA
made a penalty adjustment of 0.18% to Expected Loss value.

At the seasoning assessment stage, ACRA applies additional benefits for loans complying with
all of the below criteria:

e No payment arrears;

e The minimum period from loan origination to the planned closing date of the
securitisation transaction is 6 months;

e Loan origination did not occur during the period when the lender, in ACRA's opinion, was
applying substantially lower underwriting criteria;

e Theloan is not a balloon loan or a loan involving principal payment concentration at the
end of the loan repayment period.

In view of the average life of the loan of more than 33 months (2.8 years) ACRA applied a
positive adjustment of 1.97% to the Expected Loss value for these assets.

In addition to historic indicators of debt servicing quality, ACRA takes into consideration the
most up-to-date credit history of specific loans.

In the subject portfolio, 74% of loans have never been in arrears; 98% of loans have never
been in arrears for more than 30 days. The weighted-average period of no arrears in the pool
is 27 months. In view of the above, a positive adjustment of 0.46% was applied to the Expected
Loss value.

ACRA takes into account the level of income and income verification method as a factor
directly affecting Borrowers' ability to pay and the corresponding Expected Loss value with
respect to specific loans (Appendix 9, Figure 27). ACRA considers only official tax forms (2-TIPI
and 3-TIPL, Tax on Individual Persons Income)® as official income verification by Borrowers.

According to the underwriting procedures of Metallinvestbank, a borrower's income is
deemed officially verified if the borrower submits either an official tax form or a form
developed by the Bank. These criteria do not correspond to ACRA's approach, which considers
only 2-TIPI and 3-TIPI tax forms for income verification purposes.

Income of 35.55% of Borrowers in the pool are verified by forms developed by the Bank and
confirmations of employment without submitting 2-TIPI and 3-TIPI tax forms; therefore, a
penalty adjustment of 0.80% was applied to the Expected Loss value of the pool

ACRA takes into account the potential effects of Borrowers’ age on their mortgage repayment
history and, consequently on, the Expected Loss of the corresponding loan. According to the

9
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7% of loans were granted to Borrowers
of less than 26 years old.

Borrowers’ education level

A significant portion of Borrowers in the
pool have no tertiary education.

Loan purposes

2.3% of loans were obtained for
purposes other than property purchases.
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statistics available to ACRA, the servicing quality of loans granted to Borrowers below 26 years
of age is, as a rule, worse than for loans granted to Borrowers of other age groups (See
Appendix 9, Figure 25).

7% of loans in the subject portfolio were granted to Borrowers who were below 26 years of
age at the loan origination time; therefore, a penalty adjustment of 0.15% was applied to the
Expected Loss.

ACRA takes into account the potential effects of the education level of Borrowers on loan
servicing quality. In accordance with ACRA's assumptions based on the collected statistics for
the Russian mortgage lending market, loans granted to borrowers with secondary education,
vocational training and some university courses exhibit higher probability of default as
compared to loans granted to borrowers with tertiary education or academic degrees
(Appendix 9, Figure 26).

In the subject portfolio, around 22.7% of Borrowers have no tertiary education; therefore, a
penalty adjustment of 0.65% was made with respect to the Expected Loss value.

ACRA regards mortgage loan purposes as one of the factors affecting the credit quality of
assets in the pool. The Agency believes that non-purpose mortgage loans exhibit higher
default probabilities versus loans granted to purchase residential property on the primary or
secondary housing market.

In the subject portfolio, purposes of 2.3% of loans included property remodelling, refinancing,
and other purposes other than purchase of housing properties; accordingly, a marginal
penalty adjustment of 0.06% was made to Expected Loss value.

10
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3.  Analysis of the Issuer’s liabilities profile

ACRA analysed the liabilities profile of MA Metallinvest-2 LLC using the GRASP-WF model. In ACRA’s opinion, the obligation structure is
typical of the securitisation transactions in the Russian market and also comparable with the previous transaction of Metallinvestbank.

The specifics of the subject transaction:

1) The transaction structure includes two tranches: the senior tranche is represented by rated Notes, and the junior tranche is
represented by a sub-loan provided to the Issuer to repay a portion of the purchase price of the asset portfolio (mortgage
loans);

2) Simple sequential repayment order of Issuer's Notes, when senior tranche (Notes) is repaid before the subordinated tranche
(sub-loan).

Considering the transaction structure and the simple sequential priority of payments, ACRA assesses the level of predictability of cash
flows in the transaction as high.

Allocation of principal proceeds and interest proceeds from Borrowers is done separately in
accordance with two different cash priorities of payments (“payment waterfalls”). The proceeds
distributed towards the repayment of the junior tranche (loan obligations) are subordinated
to the repayment of Issuer’s obligations under the senior tranche (Notes); the interest on sub-
loan is paid after the Note interest payments, to the extent sufficient funds are available to
make this payment. Untimely payment of interest on the subordinated tranche (loan) does not
constitute an event of default until full repayment of the senior tranche.

Subordination and allocation of
payments

Both, the coupon payments and repayment of the Note balance are made quarterly, on the
pro rata basis to all the Noteholders.

Interest proceeds priority of 1) Senior expenses: Taxes, duties, counterparty fees and other mandatory payments;

payments

R 2) Coupon payments under the Notes;

(interest waterfall) ) pon pay
3) Payments in accordance with the PDL mechanism;

4) Replenishment of the Issuer's reserve to its required level;

5) Payment of the variable portion of interest under the sub-loan granted to the Issuer to
pay the purchase price of the mortgage portfolio.

Principal proceeds priority of 1) Use of principal payments to cover deficient interest (principal-to-pay-interest);
incipal fall . o
payments (principal waterfall) 2) Payment of the outstanding principal balance of the Notes;
3) Payment of the outstanding subordinated loan principal provided to pay a portion of the
purchase price of the asset portfolio.

Mechanisms for maintaining stable If the Issuer has no sufficient funds to make senior expenses as well as coupon payments to
interest payments and senior the Notes, the following mechanisms are used:
expenses (liquidity protection

. » first, the mechanism for using principal payments from the Borrowers in the interest
mechanisms)

waterfall (principal to pay interest);

» second, the Special Reserve.

PDL mechanism The aggregate outstanding balance of loans recognised as defaulted is debited on the PDL
and shall be drawn from interest collection in compliance with the interest priority of
payments. Interest proceeds amounts corresponding to the outstanding balance of the
defaulted loans shall be applied in principal waterfall for partial repayment of the Notes
principal balance, which reduces the amount of subordination required to achieve target
rating.

A loan is defaulted if any of the below events has occurred with regards to the underlying
Borrowers:

» annuity payment due from the Borrower is overdue for more than 90 days;
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Contingency Expenses Reserve

Legal reserve:
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» insurance policies, that have to be maintained by the Borrower in accordance with the initial
terms of the mortgage, were not in force for more than six months;

» loss, damage, seizure or foreclosure of the mortgaged property;
» the Borrower has been declared bankrupt;

» any of the Borrower’s obligation evidenced by mortgage certificate, property sale and
purchase agreement, insurance agreement or mortgage certificate - has been declared
invalid by court.

The Special Reserve represents an amortising cash reserve held on the Issuer's settlement
account. The Special Reserve is created prior to the issue and totals 4.5% of the aggregate
principal balance of the Notes as at the issue date; it shall equal at least 4.5% of the current
balance of the Notes during the life of the transaction.

The Special Reserve is amortised proportionally to the aggregate balance of the Notes, subject
to reserve fund amortisation triggers, until it reaches its minimum of RUB 40m.

Reserve fund amortisation triggers:

e Availability of sufficient funds for full repayment of PDL and replenishment of the Special
Reserve to its target amount;

e Total outstanding loan balance of defaulted mortgage certificates is below 6% of the
securitised portfolio;

e The Servicer or Back-up Servicer is rated by ACRA BBB(RU) or higher (and the Servicer's
rating has not been withdrawn).

During the life of the transaction, the Special Reserve is one of the additional liquidity sources
used to cover short-term delinquencies, to pay for senior expenses of the Issuer, for payments
under the PDL as well as Notes payments.

However, in specific cases, the funds available in the Special Reserve may also provide credit
support for the Notes. The Special Reserve is included into the mortgage pool backing the
Notes, and in the event of an early redemption of the Notes at the request of the Noteholders,
funds in the Special Reserve may be used to cover principal collection deficiency in order to
repay the aggregate Notes balance to the investors in full.

The Special Reserve is a hybrid reserve by nature: Despite its key purpose (maintaining short-
term liquidity), it may also be used to cover any principal losses in a limited number of
scenarios.

Due to restrictions on usage of the Special Reserve to cover principal shortfalls, the amount of
the reserve (4.5% of the Notes balance) may not be directly regarded as part of the equivalent
subordination (4.5%); however, the reserve has a positive effect on the final amount of credit
support in a limited number of scenarios (i.e. it contributes to the subordination, thus reducing
the need for credit support provided by other sources). ACRA takes into account the amount
of the Special Reserve when computing the total credit support of the Notes required to
achieve target rating.

The Contingency Expenses Reserve is fully funded at closing and totals RUB 200,000. It is used
to meet any contingent expenses in connection with the performance of the Issuer’'s
obligations under the Notes. Funds of the Contingency Expenses Reserve are not part of the
mortgage collateral.

The legal reserve is also fully funded at closing and totals RUB 1m. Funds on the legal reserve
are not part of the mortgage collateral and may be used to pay for legal advisory/services
required to perform obligations under the Notes as well as to ensure operation of the Issuer.
If required, Note holders may decide to increase the legal reserve amount in order to reduce
losses on the Notes.
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The projected expected loss of the
securitised portfolio in a stable
economic environment

GRASP AAA EL

The indicator incorporates a
conservative scenario of a sever
macroeconomic downturn in Russia
(ASSA).

The weighted-average interest rate
in the portfolio

Conditional Prepayment Rate (CPR)

The Expected Loss of the portfolio represents a projection with respect to the amount of
expected loss in a stable or moderately conservative economic environment during the life of
the transaction. The Expected Loss is calculated on the basis of ACRA’s assumptions regarding
default probabilities and recovery rates derived from MIB’'s balance sheet historical loan
quality data, provided in the form of vintage tables as well as on the basis of overall Russian
mortgage market statistics.

The Originator provided historical data on the loan servicing quality in form of vintage tables
for the period of 2010-2018 as well as information regarding collection performance on the
loan-by-loan basis.

In Agency’'s opinion, the total volume of submitted information is sufficient to confirm
reliability of the resulted statistical estimation.

In view of the limited experience of Metallinvestbank in originating and servicing mortgage
loans during economic recessions, ACRA applied additional penalty adjustment to the default
probability used in EL calculations.

Following discussions at the rating committee, the EL was assessed by ACRA at 2.4%.

In order to calculate GRASP AAA EL, ACRA uses assumptions representing the projected
portfolio behaviour in an extreme macroeconomic downturn in Russia (ACRA Stress Scenario
AAA(ru.sf), or ASSA). ASSA was developed in cooperation with ACRA’s Sovereign and Sub-
Sovereign Ratings Group as well as Research and Forecasting Group. ASSA takes into account
recessions that occurred in Russia from 1993 to 2016 and the US financial crisis of 2007-2009
and assumes combination of internal and external adverse macroeconomic factors.

The GRASP AAA EL indicator is calculated using the polyparametric comparative approach
(PCA) where each loan is compared with the benchmark loan. The resulting adjustments and
all specific ELs for each particular loan are then combined.

Following the comparative assessment of each loan versus the benchmark loan, the subject
portfolio is compared with the benchmark portfolio. The above comparison results in
compensatory assumptions with regard to the EL value versus the benchmark portfolio, which
allow determining the difference between the EL of the subject portfolio and the EL level of
the benchmark portfolio. The resulting cumulative assessment that also reflects additional
expert adjustments discussed at the rating committee is equal the GRASP AAA EL indicator.

The GRASP AAA EL calculated on the basis of GRASP Mortgage (GRASP-M) model and
approved at the rating committee totalled 14.20%.

ACRA assumes that loans with the higher interest rates would prepay first, which might result
in the decline of the weighted-average interest rate in the pool. According to ACRA's opinion,
the interest rate in the portfolio may decline from 12.4% to 10.5%. ACRA used the above
decline trend in the base case modelling scenario.

ACRA’s model assumptions regarding conditional prepayment rates in the subject portfolio
are based on the CPR historic trends for loans in the Originator’s balance sheet as well as the
available statistics for the Russian mortgage lending market.

In its analysis, ACRA proceeded from a moderately conservative assumption of 10% CPR.
When projecting this indicator ACRA took into account the following factors:

e Changein the refinancing (base) rate of the Bank of Russia would not result in interest
rates alterations for specific loans as 100% of loans in the portfolio were granted at
a fixed interest rate;

e  Consistent policy of the Bank of Russia aimed at cutting the refinancing rate increases
the probability of refinancing of loans in the portfolio with relatively high interest
rates; some loans in the securitised portfolio may be refinanced by both
Metallinvestbank itself and by virtue of outflow of borrowers to other banks; ACRA
believes that the above dynamics could drive CPR above 15% in the next 12-24
months;

e ACRA s of the opinion that the rise in CPR alongside other factors may be caused by
the increase in the paying capacity of the population (borrowers); the base case
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scenario of ACRA assumes the current paying capacity level of Borrowers to remain
during the expected life of the Notes;

According to the results of ACRA’s model analysis reflecting the transaction structure,
all else being equal, a lower CPR increases the weighted-average life of the rated
tranche, its aggregate default probability, and therefore, the final subordination of
the Notes required to achieve the target rating; in view of the rating sensitivity to the
CPR level ACRA used in its modelling a moderately conservative base case
assumption of 10% CPR.
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Appendix 1. Analysis of transaction structure risks

Transaction documentation

True sale

Cash commingling

When assigning the credit rating, ACRA reviewed a set of transactional documents submitted
by the Originator and legal adviser including drafts of the following agreements and
documents:

e  Prospectus;

e Decision on Issuance;

e Securitised assets sale and purchase agreement (including eligibility criteria for the

loan pool);

e Servicing agreement;

e Special depository agreement;

e Management Company and the Accounting Company Agreements;

e  Calculation agent agreement;

e Note trustee agreement;

e  Bank account agreement;

e Agreements with back-up counterparties.
ACRA performed a detailed analysis of the submitted documentation as to availability of
provisions that may have an adverse effect on the credit quality of the Notes in various
simulated scenarios. Documentation analysis included several iterations using both “clean”
versions and “black line” versions incorporating comparative analysis versus documentation
from previous transactions. When performing its analysis, ACRA was able to submit questions
to the Originator, legal advisors and other transaction parties in real time. Questions were
discussed both in writing and verbally. In order to present specific aspects of the transaction
structure as comprehensively as possible, the legal adviser in the transaction prepared and
provided ACRA with in-depth analytical materials concerning scenarios in question. In line
with the best transactional practices, the legal adviser also made available to ACRA draft
versions of the legal and tax opinions.
This expected rating report is based on the information available to ACRA as of May 2018.
The assignment of the mortgage portfolio to the Mortgage Agent is designed to insulate
securitised assets from the Originator’s bankruptcy estate. The terms of the assignment are
set forth in the Securitized Assets Sale and Purchase Agreement (SASPA) between
Metallinvestbank and the Issuer. Assignment of mortgage certificates is formalized by
endorsing each individual certificate in the securitized portfolio.

SASPA establishes:

e the sale of securitised assets to the Mortgage Agent by way of assignment of
mortgage certificates;

e actual intentions of the parties to sell and purchase mortgage certificates;

o validity of the sale of mortgage certificates at a fair price comparable to the pricing
in a similar transactions on the Russian market.

The Russian law directly provides for possible assignment of claims under mortgage
certificates (Federal Law No.152-FZ dated November 11, 2003 “On Mortgage-Backed
Securities”, Federal Law No.102-FZ "On real estate mortgage (security)”). In addition, purchase
of claims under mortgage-backed loans and/or mortgage securities as well as issuance of
mortgage-backed notes represent the sole activity of the Mortgage Agent, according to the
Issuer’s charter.

Due to a robust legislative platform supporting mortgage securitisation in Russia, relatively
long history of Mortgage Agents-based issuances, the body of detailed transactional legal
opinions prepared on the subject by the leading Russian and international law firms and taking
into account limited court practice covering various aspects of securitization transactions, in
ACRA'’s opinion, probability of a positive decision in a court action challenging the validity of
a sale of mortgage certificates to the Issuer is insignificant.

In securitisation transactions, two types of bank accounts are used: collection accounts usually
opened with the Servicer, and mortgage accounts opened with a highly-rated bank. The above
separation is required in view of the cash commingling risk that may arise if the Servicer goes
bankrupt, which may trigger inclusion of revenues from the portfolio into the bank’s
insolvency estate.

Borrowers transfer their principal and interest payments under mortgage loans on a monthly
basis to accounts opened with Metallinvestbank, and then, collected funds are accumulated
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the commingling risk

Set-off
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on the consolidated collection account opened in the name of the Issuer. Payment dates for
loans in the pool are evenly distributed throughout the month, resulting in daily receipt of
funds from different borrowers in the pool. The mortgage agent shall ensure that the above
funds are transferred to the Issuer’'s settlement or mortgage account with Raiffeisenbank
within one business day after receipt of funds on the collection account.

Raiffeisenbank has the highest long-term national scale credit rating from ACRA (AAA(RU),
outlook Stable), which represents a positive factor for assigning and maintaining the rating of
the Issuer’'s Notes at AAA(ru.sf).

If bankruptcy procedures are initiated against the Servicer or any other insolvency prevention
measures are taken as set forth in the Bankruptcy Law (including financial rehabilitation,
reorganisation, temporary administration appointment), the Bank's liquidator may put a
moratorium on satisfaction of creditors’ claims and temporarily freeze the funds received as
loan repayments in the mortgage pool and available on accounts with Metallinvestbank until
all the property of the bank’s bankruptcy estate is ultimately determined.

The arrangement of daily transfer (daily “sweep”) of funds from the collection account to the
settlement account with Raiffeisenbank limits the maximum amount that may be frozen as
part of the insolvency procedures.

In the scenarios involving a gradual decline in Metallinvestbank’ s creditworthiness, the risk of
loss resulting from the Originator's insolvency is reduced by virtue of triggers for Servicer
replacement, which are based on the Bank’s rating.

The transaction also includes the collection account bank and mortgage account bank
replacement triggers as well as arrangements mitigating the commingling risk:

e If the long-term credit rating of Metallinvestbank is downgraded by ACRA below
BBB(RU), the functions of a collection account bank will be transferred to an
adequately rated credit institution;

e If the long-term credit rating of Raiffeisenbank is downgraded by ACRA below AA-
(RU), Issuer's accounts are to be transferred to another bank with the qualifying
rating;

e If funds required to pay the coupon on the Notes are temporarily frozen, the Issuer
may use the Special Reserve, (the amount of which is sufficient to perform the
obligations within 6 months), held on the mortgage account with Raiffeisenbank.

Article 412 of the Russian Civil Code is one of the principle legal grounds of a counterclaim
right, which states that in an assignment of claim, the borrower has the right to offset its
counterclaim, against the initial creditor, against the claim of the new creditor.

The legal opinion submitted to ACRA as part of this transaction also states that Russian courts
may regard borrowers’ claims arising after the assignment of loans to the securitised
mortgage pool as justified.

Given that Metallinvestbank is a deposit-taking institution, two obligor categories in the
securitised portfolio can be associated with counterclaims to the Bank, which may reduce the
loan repayment amounts in the securitised mortgage portfolio:

1. Borrowers who are depositors with the Bank under bank deposit agreements®;
2. Borrowers who are employees of the Bank.

According to the terms and conditions of this transaction, Borrowers will be notified that MIB
has assigned its rights under mortgage loans to the Issuer. The above notice will limit
counterclaim rights that a Borrower may file against the Issuer in view of the amounts
deposited by the Borrower with MIB after the Borrower has received the assignment notice.

According to the Federal Law No.177-FZ dated December 23, 2003 “On insuring deposits of
individuals with banks in the Russian Federation”, the Deposit Insurance Agency reimburses
the depositors for their deposits within the insurance cap of RUB 1.4m’, if a credit institution

¢ For example, upon insolvency of MIB the deposit amounts held by MIB could be temporarily frozen by the insolvency administrator. A borrower
who has both a mortgage loan account and a deposit account held by MIB, could offset the amounts frozen by MIB's insolvency administrator (on
this borrower’s deposit account) against the mortgage payments due to MIB under the mortgage loan agreement. If before its insolvency MIB has
assigned the receivables under this mortgage loan to the Issuer, the amounts withheld by the borrower from the borrower’s scheduled mortgage
payment could potentially reduce the securitised cash flow due to the Issuer.

7 Circa EUR 18,000.
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that they had their deposits with has its banking licence withdrawn. If a Borrower’s deposit
was reimbursed in full by the Deposit Insurance Agency, its counterclaim to the creditor would
be satisfied.

In addition, if the set-off risk materialises, the total set-off amount will be included into PDL,
which would allow to compensate potential losses reflected on PDL by the interest proceeds
from the portfolio.

As at May 7, 2018, 12 loans in the pool were granted to employees of Metallinvestbank (0.9%
of the total pool). ACRA took into account the counterclaims of Borrowers, who are employees
of Metallinvestbank, by assuming the amount of counterclaims at 50% of the total debt of this
borrower group, as at the Notes issue date.

Total deposits held with MIB by the obligors whose mortgages were included in the securitised
portfolio equal RUB 19.1m, or 0.7% of the total portfolio. In addition, one Borrower in the
portfolio has a deposit with MIB exceeding the cap of RUB 1.4m.

In modelling the transaction, ACRA took into account the share of assets potentially exposed
to the counterclaim risk, which resulted in a marginal penalty adjustment of the portfolio EL
value.

Transaction terms and conditions provide for the replacement of the Servicer upon decision

of the Issuer followed by transfer of mortgage portfolio servicing duties to the Back-up

Servicer represented by DeltaCredit (AAA(RU), outlook Stable). A Servicer Replacement Event

can occur upon any of the following:

(i) submission of a quarterly report of the Servicer is delayed for more than five (5) business
days;

(i) the Servicer fails to perform any of its obligations under the Servicing Agreement and
such failure continues for five business days after receipt of Issuer’s notice regarding such
failure; or

(iii) any representations and warranties , documents prepared or provided by the Servicer
under the Servicing Agreement become invalid or unduly executed, and any such breach
is continuing for five (5) business days;

(iv) the Servicer becomes insolvent (bankrupt);

(v) any authorisations and licences from the Bank of Russia required for the Servicer to
perform its servicing duties are withdrawn or cancelled;

(vi) the Servicer's credit rating is downgraded by ACRA below BBB(RU) or is withdrawn;

(vii) failure to perform, or improper performance of, obligations under the Servicing
Agreement by the Servicer due to any force-majeure events that are continuing for ten
business days.

The Servicer is obliged to transfer electronic versions of the credit files for all borrowers in the
securitised portfolio to the Back-up Servicer within three (3) months after the Notes placement
close date. On a monthly basis, throughout the life of the transaction, the Servicer will provide
the Back-up Servicer with portfolio data and other information required to properly perform
the duties of the Servicer. If a Servicer Replacement Event occurs, the servicing functions shall
be transferred within twelve (12) business days after the Back-up Servicer receives a notice
from the Issuer to assume the responsibilities of a Servicer.

ACRA believes that the option to replace the Servicer with a reliable Back-up Servicer (holding
the minimum required rating from ACRA) would ensure continuity of the transaction should
any adverse economic scenarios materialise.

Transaction’s terms and conditions also include an obligation of the Management Company
to find a replacement Back-up Servicer if:

e the credit rating of DeltaCredit is downgraded by ACRA below BBB(RU);

e DeltaCredit refuses to perform the duties of a Back-up Servicer twelve (12) months prior
to the scheduled agreement termination date;

e  The Back-up Servicer becomes insolvent (bankrupt).

In ACRA's opinion, compliance of any transaction counterparties with the political and
economic restrictions implemented by foreign states against Russia and a number of Russian
companies involved in the transaction increases the probability of such parties resigning from
the transaction if any new restrictive measures are taken or the existing restrictions are
extended. In view of the extremely limited capacity to predict the probability and timing of
any such events, the transaction incorporates a number of tools offsetting this risk.
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1. The Management and Accounting Companies represented by LLC TMF RUS and LLC RMA
SERVICE (TMF, or TMF Group) are subsidiaries of the multinational group TMF, with
headquarter in the Kingdom of Netherlands. TMF’s refusal to act as the Management
Company and the Accounting Company may result in a delay of the Issuer in performing its
obligations to investors.

The transaction structure include Back-up Management and Back-up Accounting Companies
represented by CJSC ‘GFT Mutual Funds’ and LLC 'GFT Bukhgalterskoe obsluzhivanie’ (GFT, or
GFT Group) that would take on all responsibilities of the Management Company and the
Accounting Company if TMF resigns.

Terms and conditions for communication between TMF and GFT are set forth in the
Communication Procedure developed by the parties, which includes the following:

e Joint preparatory work conducted by TMF and GFT to compare and align to a common
template the processing principles for information related to performance of duties of
the Management Company and the Accounting Company;

e  Continuous exchange between the TMF-affiliated companies and the Back-up Corporate
Services Providers of all available transactional information throughout the entire life of
the deal, which ensures that both TMF-related companies (Accounting and Management)
can be replaced as quickly as possible;

e Regular reconciliations as to the availability and relevance of software versions used by
the Back-up Management and Back-up Accounting Companies required to promptly
assume the duties of a Management Company and an Accounting Company.

e Agreed-upon arrangement of a secure storage of data required to access information
disclosure systems and user accounts of the Issuer.

2. Stichting Metallinvest-1 and Stichting Metallinvest-2 incorporated in the Kingdom of
Netherlands as bankruptcy remote special-purpose vehicles (SPV) are founding shareholders
of the Issuer. These SPVs are affiliated with the TMF Group whose members act in this
transaction as the Management Company and the Accounting Company. Although functions
performed by stakeholders are limited, exclusion of Stichting companies from the transaction
following escalation of the sanction regime may adversely affect capacity of the Issuer to
perform its functions.®

The role of the founding shareholders of the SPV can be performed by the Russian non-for-
profit funds; and such funds have already been used in a few securitisation transactions. To
minimise the Issuer’s potential sanctions exposure, the terms and conditions of this
transaction provide for an obligation of Stichting companies to transfer their equity stakes in
the Issuer to Russian funds after the latter are incorporated in compliance with the Federal
Law No.7-FZ dated January 12, 1996 “On non-profit organisations” and to perform any and
all actions required in this regard within six (6) months after the Notes issue date.

3. DeltaCredit, a member entity of the multinational financial group Société Générale
headquartered in France, acts as a Back-up Servicer. DeltaCredit’s unilateral resignation prior
to delegation of portfolio servicing functions from the principle Servicer would have no
immediate adverse effect on the transaction. Refusal to act as the Back-up Servicer after
assuming portfolio servicing duties may negatively impact the Issuer’s ability to perform its
obligations.

The transaction terms and conditions include Back-up Servicer's obligation to find its
replacement if it decides to resign with a prior notice at least six (6) months before the planned
contract termination date.’

In case of unilateral resignation by DeltaCredit after it assumes portfolio maintenance duties
and following a short-term deficiency in revenues to perform current obligations under the
Notes, the Issuer will use the Contingency Expenses Reserve to offset the cash deficit until the
portfolio servicing duties are transferred to the Back-up Servicer.

ACRA regards the Back-up Servicer's obligation to independently find its replacement upon a
unilateral contract termination as well as availability of the Contingency Expenses Reserve as
sufficient measures that mitigate risks related to DeltaCredit's unilateral voluntary resignation.

ACRA believes that the proposed protection arrangements can limit the above risks and
correspond to the assigned credit rating.

8 For instance, Issuer's stakeholders decide on replacement of the sole executive body (management company), annual report approval, auditor, etc.
9 If Back-up Servicer forwards a notice of its refusal and/or inability to perform its transaction obligations twelve (12) months prior to the planned
termination date, the Issuer will have to find a replacement of the Back-up Servicer within the above period independently.
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Noteholders’ Representative

Asset transfer

No approval from the Federal Anti-
Monopoly Service is required.

Issuer

Control over mortgage collateral -
Specialized Depository

RMBS / RUSSIA

The Federal Law No.210-FZ dated July 10, 2013 that entered into force in July 2014 introduces
a role of Noteholders' Representative to be appointed upon public Note offering on and from
July 1, 2016. In the subject transaction, Joint-Stock company “TRANSFINGROUP” Asset
Management acts as the Noteholders’ representative.

The Noteholders' Representative on behalf of the Noteholders represents their interests to
the Issuer. In case of default on the Notes, the Noteholders’ representative is the key party
entitled (in a very limited circumstances) to file a petition with the arbitration court on behalf
of the holders to open a case for bankruptcy of the Issuer (a bankruptcy-remote SPV). In this
case cash from the sale of the mortgage collateral will be credited to a special account of the
Noteholders’ representative for further distribution between the Noteholders.

The mortgage certificates assigned by the Originator to the mortgage agent constituted
4.15% of the total balance sheet value of the Originator's assets as of the latest reporting date
prior to the sale. According to the Russian anti-monopoly law, this transaction is exempt from
the “"Absence of anti-competitive elements” attestation by the Federal Anti-Monopoly Service.

Therefore, ACRA believes that the risk of transaction invalidation due to a breach of
competition-protection legislation is insignificant.

The Issuer is a mortgage agent, a bankruptcy-remote special purpose entity incorporated as
a limited liability company, which complies with the requirements set forth in the Federal Law
No.152-FZ dated November 11, 2002 "On mortgage-backed securities”. The law supports
limited recourse and bankruptcy remoteness framework for Mortgage Agent, which is in line
with the international standards for structured finance SPE in established structured finance
jurisdictions.

For example the bankruptcy remoteness of an SPE is supported by statutory criteria limiting
the range of an SPE's activities and its potential creditors. The Issuer's sole activity is purchase
of receivables from mortgage loans and/or mortgage certificates as well as issuance of
mortgage-backed Notes. Options to engage into any other activities are restricted for the
Issuer by its articles of incorporation and by the Russian law. The Issuer’s shareholders are
obliged not to amend limitations outlined in the Issuer’s articles of incorporation.

In compliance with the Russian law, the Specialized Depository controls the mortgage
collateral securing the issued Notes. As part of the transaction, the portfolio of loans
comprising the mortgage collateral as well as the Special Reserve and cash from interest and
principal payments by the Borrowers are included into the mortgage collateral.

The Specialized Depository is responsible for:

e Verification of all loans as to availability of original copies and due execution of mortgage
certificates.

e Verification of loans as to their compliance with the Russian law to constitute the
mortgage collateral;

e Maintenance of the mortgage collateral register for recording the data on
inclusion/exclusion of mortgaged properties (loans, cash) into/out of the mortgage
collateral;

e Regular information disclosures regarding the status of the mortgage collateral register;

e Control over the Issuer's use of funds that are part of the mortgage collateral (by
acceptance of the Issuer's payment documents).

Cash available in the mortgage collateral (including the Special Reserve) shall be credited to
the Issuer's mortgage collateral account and may be used only for the purposes set forth in
the issue documentation and bank account agreement subject to a mandatory acceptance by
the Specialized Depository.

ACRA believes that participation of a Specialized Depository in the transaction and restrictions
on the use of cash by the Issuer (a distinctive feature of the Russian transactions) reduce risks
of illegal or erroneous use of cash.

In ACRA's opinion, regular disclosure of security status by the Specialized Depository through
mortgage collateral register increases transaction transparency.
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Appendix 2: Collateral of the rated Notes

Collateral of the rated Notes is represented by a static portfolio of first-lien residential mortgage loans secured by residential properties
located in the Russian Federation. All loans were granted by Metallinvestbank to individuals in compliance with the standard procedures
of the Originator. Inclusion of loans into the securitised portfolio was subject to their compliance with the eligibility criteria.

Eligibility Criteria All loans in the securitised portfolio comply with the following criteria:

e Each mortgage loan is evidenced by a duly executed mortgage certificate in
compliance with the legislation and standard documentation of the seller;

e The mortgage loan was granted for real estate purchase or construction, remodelling
or for the refinancing of an existing mortgage loan granted earlier for real estate
purchase or construction purposes;

e The mortgage property represents a residential housing accommodation located in
Russia and free from any encumbrance except the securitised loan;

e The collateral under each loan was duly insured from loss and damage risks;

e The securitised loans were never in arrears exceeding 90 days;

e Each obligoris in compliance with all of its obligations under the mortgage certificate;
e The maximum LTV for each individual loan is at or below 80%;

e  Each property has been valued by an independent appraiser;

e The maximum aggregate share of loans each of which has exceeded RUB 7m at
origination is below 0.4%; the largest loan amount is RUB 10.7m at origination;

e The share of each region where the mortgage subject is located (constituent entities
of the Russian Federation) is equal to or below 27.4% of the aggregate outstanding
balance in the total pool, or 21.24% of the total amount of loans in the portfolio;

e At least one payment has been received since origination.
e The interest rate on the mortgage loan is at least 8.7% p.a.;

e The minimum loan maturity as set forth in the loan agreement is 60 months and the
maximum loan maturity is 360 months.

Restructuring of assets in the No restructuring of mortgage loans is allowed in the collateral, backing the Notes.

collateral

Data quality verification The portfolio data was verified by KPMG in compliance with agreed upon procedures (AUP).
Error tolerance: 1%. Verification results are satisfactory.

Quantitative characteristics of the Pool balance: RUB 2,617m;

pool EL - 2.4%

GRASP AAA EL (GRASP-I model analysis results): 14.20%;
Final pool cut-off date is May 7, 2018.
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Figure 5. Portfolio breakdown by initial LTV
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Figure 6. Portfolio breakdown by maturities
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Figure 7. Portfolio Breakdown by Interest Rate
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Figure 9. Portfolio breakdown by construction year of mortgaged properties
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Figure 11. Portfolio Breakdown by Months Current Months current (negative) and arrears (positive)
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Figure 12. Portfolio breakdown by income verification form
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Figure 14. Portfolio breakdown by Borrower age as at
origination
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Figure 13. Portfolio breakdown by initial DTI
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Figure 15. Portfolio breakdown by Borrower education

80,00% 75,93%
70,00%
60,00%
50,00%
40,00%
30,00%
20,00% 9,48% 10,80% a5
10,00% 427 1,18% 0,16%
o m M !
0,00% —
. o
S & S F @Q’v
oo (b\ Q& QI(" @q \
& N S A & &
4 _0((» o> é\c\ bzq&
(:;’0 (,’0& {\\A@ Y
© N &
N2 ’bb
SR

24

'MA METALLINVEST-2' LLC NEW ISSUE REPORT / RMBS / RUSSIA

May 18, 2018



ACRA

RMBS / RUSSIA

Figure 16. Portfolio breakdown by consolidated income of Figure 17. Portfolio breakdown by the
Borrowers and co-Borrowers number of co-Borrowers
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Figure 18. Portfolio breakdown by mortgaged property type  Figure 19. Portfolio breakdown by borrowers’ activity
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Appendix 3. Benchmarks

o 9 5 Mortgage Agent Mortgage Agent Mortgage Agent TKB- Media Finance S.r.l. Series Mecenate S.r.l. -
MA Metallinvest-2’ LLC Absolut 4 Absolut 3 3 IAV 5 Mortgage Agent CBM 3 Series 2011

Closing Date May 17, 2018 September 28, 2016 December 12, 2014  June 23, 2017 May 11, 2017 June 10, 2014 December 23, 2009 July 26, 2011
- . . . CREDIT BANK OF Banca Popolare di Puglia .

Originator Metallinvestbank Absolut Bank Absolut Bank Transkapitalbank Vozrozhdenie Bank MOSCOW e Basilicata S.c.pA. Banca Etruria
. . . . CREDIT BANK OF Banca Popolare di Puglia .

Servicer Metallinvestbank Absolut Bank Absolut Bank Transkapitalbank Vozrozhdenie Bank MOSCOW  Basilicata S.C.pA. Banca Etruria

Portfolio profile as at the issue date

Average LTV 54.44% 51.9% 54.5% 49.19% 45.95% 53.10% 56.1% 53.7%
% with LTV > 70% 25.25% 19.30% 20.1% 13.97% 9.58% 25.6% 27.5% 25.6%
0.00%
% with LTV > 80% ? 0% 0% 0% 0% 0% 0% 2.5%
[
% with LTV > 90% 0% 0% 0% 0% 0% 0% 0% 0.6%
% Self Employed 178% 8.4% 13.1% 16.07% 2.54% 2.9% 27.3% 4.4%
g 35.55%
% Self Certified 47.9% 65.1% 74.04% 16.63% 56.5% 0% 0%
Property use - accommodation of the 0, 100% 100% 100% 100% 100% 98.8% n/a
core owner and his/her family
0%
% Bullet Loans 0% 0% 0% 0% 0% 0% 0%
o 100%
% Fixed interest loans 100% 100% 100% 100% 100% 88.3% 36.2%
Maximum regional concentration (in 27% (Moscow Region) 15.6% 16.1% (Moscow 37.26% (Moscow 78.4% (Moscow 53.9% 58.2% 44%
the number of loans) (Moscow) Region) Region) Region) (Moscow) (Apulia) (Toscana)
2.12% (0.38% less th .56 309 .09
G i b ( b less than one = 0.56% (less than one 0.00% 4.30% (less than one 307% 1.0% (less than one 22% 0.00%

month) month) month) month)

Quantitative characteristics of the portfolio as at the issue date

Source: Investor reports, The European Data Warehouse (EDW) data

EUR 435,008,000 EUR 465,806,380
Balance (RUB) % RUB 2,617,433,686 RUB 5,675,648,979 RUB 7,612,877,304 RUB 4,609,391,776 RUB 4,720,811,492 RUB 5,039,873,653

RUB 18,955,212 RUB 18,556,095

EUR 100,200 EUR 121,875
Average Loan (per borrower) RUB 1,658,703 RUB 1,552,420 RUB 1,783,710 RUB 2,383,776 RUB 1,670,492 RUB 2,730,159

RUB 4,366,154 RUB 4,855,073
Borrower top 20 (as % of pool balance) = 5.10% 2.8% 2.6% 7.18% 3.33% 5.2% 21% 3.7%
Weighted-average interest rate 12.35% 12.4% 12.3% 15.39% 13.29% 12.7% 4.97% n/a
Average seasoning in years 279 21 0.8 2.07 2.89 16 26 15
Average time to maturity in years 13.01 13.6 13 14.28 12.17 12.8 12.8 17.6
Legal final maturity date August 31, 2042 September 8, 2040 May 30, 2039 July 31, 2043 July 31, 2046 August 25, 2040 May 31, 2044 March 31, 2041
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Appendix 4: Rating sensitivity to modelling parameters

Analysis of rating sensitivities to
modelling parameters

Analysis of rating sensitivity to modelling parameters shows potential changes of initially
assigned ACRA Notes ratings, depending on changes in basic model assumptions. As optional
inputs ACRA used EL stress values for the collateral backing the Notes and GRASP AAA EL,
which reflects a substantial economic decline versus the base case scenario.

Tables 1 to 2 demonstrate sensitivity of ratings assigned to the Notes to key inputs in the
GRASP-Waterfall (GRASP-WF) model: EL and GRASP AAA EL values. ACRA made the following
assumptions as to the deviation from the base case scenario:

e EL value: 2.40% - base case scenario; 3.00% — base case with a stress adjustment of
25%; 3.60% — base case with a stress adjustment of 50%; 4.20% — base case with a
75% stress adjustment; 4.80% - base case with a 100% stress adjustment; 6.00% —
base case with a 150% stress adjustment;

e GRASP AAA EL: 14.20% — base case scenario; 17.04% — base case with a stress
adjustment of 20%; 19.88% — base case with a stress adjustment of 40%; 22.72% —
base case with a stress adjustment of 60%; 25.56% — base case with an 80% stress
adjustment; 28.40% — base case with a 100% stress adjustment.

As a result of combining the above parameters, ACRA developed 36 stress scenarios for
calculating the final rating of the Notes.

As part of the analysis using GRASP-WF model, ACRA also analysed the rating sensitivity to
annual conditional prepayment rate (CPR) in various ranges including the observed market-
average values. In ACRA's opinion, the base case scenario with the annual CPR of 10%, which
was used in rating assignment process, is fairly conservative considering the deal structure,
historic data provided by MIB and the overall market statistics.

As at the time the credit rating was assigned, the result obtained using the GRASP model
showed that the Notes could achieve AAA(ru.sf) even if the EL value would increase from 2.40%
to 6.00%, the GRASP AAA EL increased from 14.20% to 19.88%, while the rest of the factors
remained the same. The sensitivity analysis demonstrated that the maximum decline of the
credit rating in the model scenarios with the highest stress does not exceed two notches.

Table 1. Analysis of rating sensitivity to EL and GRASP AAA EL changes with a 10% annualised prepayment rate

2.40%
3.00%
3.60%
4.20%
4.80%
6.00%

Expected Loss

AAA AAA (0) AAA (0) AA+ (1) AA+ (1) AA+ (1)

AAA (0)
AAA (0)

AAA (0)
AAA (0)
AAA (0)
14.20%

AAA (0)
AAA (0)
AAA (0)
AAA (0)
AAA (0)
17.04%

AAA (0)

AA+ (1)

AA+ (1)

AAA (0)

AA+ (1)

AA+ (1)

AAA (0)

AA+ (1)

AA+ (1)

AAA (0)
AAA (0)

19.88%

AA+ (1)

22.72%

AA+ (1)

25.56%

28.40%

2.40%
3.00%
3.60%
4.20%
4.80%
6.00%

Expected loss

VYN YY YO YYYO R YYYOR AA+ (1)
VYN VYN YYY(OM AA+ (1) | AA+ (1)
VYN VYN YYY(OM AA+ (1) | AA+ (1)
VYN VYN YV AA+ (1) | AA+ (1)
VYN VYN YYY(OM AA+ (1) | AA+ (1)

AAA (0)
17.04%

GRASP AAA EL
Table 2. Analysis of rating sensitivity to EL and GRASP AAA EL value change with a 15% annualized prepayment rate?

AAA (0)
19.88%

AAA (0)
22.72%

25.56%

28.40%

10 All expected ratings in the Tables 1-2 are (ru.sf) designated, for example - AA(ru.sf)

GRASP AAA EL
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Appendix 5: Standards and procedures of the Originator/ Servicer: summary

Strengths Concerns
e High probability of support from a strong parent group; e  The Bank's small share in the mortgage lending market;
e High loss absorption capacity of the Bank in case of rise in the cost | e  Limited representative historic data regarding debt servicing of the
of risk; mortgage portfolios including during the recession periods;
e  Experienced mortgage lending team; e Analysis of credit history based on data from one credit bureau;
e Integration of IT systems with external databases; e Insufficient information regarding unified decision-making
e  Highly automated internal processes and reporting uploads; standards with respect to uncertain / borderline cases for all

e  Transparent, efficient and significantly automated collection underwriters; risk of a subjective expert opinion;

processes; e Incomplete compliance with ACRA's requirements regarding the

e Application of similar collection procedures to borrowers with official income verification format;

overdue insurance payments under mortgage property insurance »  Collection of overdue debt is exposed to "key employee” risk.
agreements;

e  Follow-up control over due execution of mortgage certificates and
mortgage loans data;

e Mandatory phone verification of the employer for all applicants;
e  Mandatory requirement to have photos in the mortgaged property
report;

e Maintaining records and availability of information on collateral for
uploads from common data storage.

Five members of ACRA Structured Finance Group led by an MD, conducted a two-day on-site operations review of Metallinvestbank;
following the meetings with the management and the relevant teams within the Bank, we obtained a detailed understanding of the
management structure and internal processes of the Originator/Servicer in the transaction. The review was conducted within two
consecutive days in the head office of Metallinvestbank; members of the Management Board and heads of various departments attended
the meetings including Treasury, Refinancing Department, Mortgage Lending Department, Operations Department, IT Department,
Retail Business Department and Collection Department. In addition, ACRA employees visited the office where middle office, mortgage
unit (underwriters), refinancing department and collection department are seated, where we reviewed the loan origination and
underwriting processes, IT systems operation, and debt collection processes. The meetings were held after the key transaction documents
were submitted and the asset portfolio data was uploaded in the form of ACRA's template.

Several months prior to the operations review conducted by the ACRA Structured Finance team, ACRA Financial Institutions Ratings team
had also conducted a review of the MIB as part of their normal rating assignment practice.

ACRA’s opinion

In ACRA's opinion, the standards for origination and administration of mortgage loans of Metallinvestbank comply with the generally
accepted market practices and in some cases exceed the market-average figures, which allows the Bank to perform its duties as the
Servicer at a high level and contributes to a stable functioning of the transaction.

ACRA also notes that the existing management structure allowing the detailed monitoring and manual adjustments of specific business
process was developed in line with Bank's boutique scale of operations. Business growth including the scope of the mortgage lending
business and retaining the current quality level may require substantial time and personnel resources as well as reorganisation of internal
processes and operational mechanics of MIB.

Originator PJSC SCB ‘Metallinvestbank’

Business focus and management structure

Business focus e Mortgage lending is one of two key business lines (28% of the total loan portfolio, 62% of the retail loan
portfolio);

The second major business line is factoring (15% of the total loan portfolio, 6th place in the market,
according to the Association of Factoring Companies);

The short life of factoring portfolio (about 6 months) allows MIB to feel stable in terms of short-term
liquidity;

Volume of mortgage loans originated in 2017 RUB 5.6m (around RUB 400m per month);

e The main sources of funding for the mortgage portfolio are: Issue of bank bonds and mortgage-backed
securities.

Market position

MIB is ranked 82nd in terms of capital and 76th in terms of assets among Russian banks;

e MIB has a credit rating at BBB+(RU), outlook Stable from ACRA (assigned on February 2, 2018);
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ACRA notes high loss absorption capacity of the Bank in terms of both statutory ratios and Basel standards;
according to the stress test performed by ACRA, the current capital cushion allows the Bank to withstand
a substantial increase in the cost of risk (over 500 bps) without breaching the regulatory requirements;

Origination of mortgage loans started in 2010;

MIB is among 30 major mortgage banks in Russia; as of December 31, 2017, MIB was 25th among Russian
mortgage banks in terms of both origination volume and mortgage portfolio, with a market share of 0.3%
and 0.4%, respectively (according to ACRA estimates).

MIB's branch network consists of 5 branches and 36 offices in 11 regions of the Russian Federation;
The main regions of operation are Moscow, Perm Krai, Novosibirsk Region, and Belgorod Region;
The Moscow Region accounts for 63% of the mortgage portfolio.

MIB is a member of United Metallurgical Company (OMK), one of the largest Russian metal manufacturers
and suppliers to leading energy, transport and industrial companies of the Russian Federation (not rated
by ACRA);

MIB does not participate in active financing of OMK, as the group has strong market positions and does
not need to raise funds from the Bank;

ACRA takes into account high likelihood of support to the Bank from its parent group, due to its deep
operational integration into the OMK group and its strategic importance for the group;

In 2014, OMK-Service granted to the Bank a RUB 1.8bn subordinated loan due 2024, which evidences the
shareholders' propensity to support MIB.

MIB was established in August 1993 as an industry bank for metallurgical companies;
In 2012, a 100% stake in the Bank was acquired by OMK-Service CJSC, the key beneficiary is A. Sedykh

In July 2013, MIB acquired its subsidiary JSC ‘Belgorod Industrial and Construction Bank’, and in September
2014, CJSC 'Bolshaya Polyanka’ (focused on investments in securities) was also acquired.

The Board of Directors consists of top managers of OMK;
In 2015, a new experienced team joined the Mortgage Lending Department and strengthened its expertise;

MIB employees have experience in securitisation: in 2016, the Bank conducted its first transaction for the
issuance of mortgage-backed securities guaranteed by AHML JSC, for a total amount of RUB 3.2bn;

To maintain the current share of mortgage lending market (the key priority);
To increase the total volume of loans by 12-13% in 2018;
To participate in the new government program of preferential mortgage for young families;

To take preventive measures against refinancing the borrowers in other banks (restructuring with lower
interest rates, contacts with borrowers, description of additional costs arising in case of loan refinancing,
including revaluation of real estate);

To organise the mortgage portfolio in order to achieve the refinancing level of at least 70%, through multi-
tranche securitisation.

Origination channels

Bank products

Loan origination procedure

50% - real estate agencies, 50% - developers (depending on the region);

Major development partners: Urban Group, Absolut Nedvizhimost, and FSK Lider;
Major partner agencies: INCOM Real Estate, MIEL;

Partner banks account for less than 1% of all mortgage loans;

Partners act as sales offices; Bank's employees are responsible for underwriting and executing transactions.

Loan to purchase property under construction - 56.85%; loan to purchase constructed property - 41.61%;
mortgage loan refinancing - 0.21%; loan for repairs, secured by property - 0.94%; loan to purchase
apartments - 0.38%.

97% of mortgage loans are secured by residential premises in apartment buildings, 3% of loans are secured
by other real property, including houses, land and apartments;

No loans granted to purchase separate rooms in communal apartments / shares in real property or land
plots without residential buildings;

Mortgage loans without down payment (the share of loans is small; serves to attract potential customers).

Initial consultation and client identification (credit manager at the sales office);
Filling in the Bank's questionnaire and initiating a loan application (credit manager at the sales office);

Reviewing documents, checking credit history, database search, check by the Security Service (manager of
the Applications Processing Centre, APC);

Underwriting the client (underwriting officer);
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Pre-approval (authorised officer / Retail Business Credit Committee / Executive Board);

Notifying the borrower on the decision taken (APC manager);

Underwriting the real property (underwriting officer);

Approval of the loan (authorised officer);

Processing transaction documents (‘execution officer’, Mortgage Lending Centres (MLC) employee);
Mortgage certificate / shared construction contract registration (‘execution officer’, MLC employee);

Uploading data to the Data Warehouse, changing the loan status to ‘monitoring’ (‘execution officer’, MLC
employee);

Transaction is processed in the MLC: 10 offices across Russia;

Transaction processing time after approval is 2-3 hours;

Scanned copies of documents are checked twice: by APC employee and by underwriter;

Original documents are checked by the MLC employee (‘execution officer’) when finalising the transaction.

Underwriters — KYC procedures and identification of main risk factors; authorised officers (AO) — loan
approval / denial following the analysis;

Underwriters' experience exceeds the market average: 0-5 years - 17%; 5-10 years - 58%; 10+ years - 25%;

Authorised officers (AO) - Bank executives with higher education and underwriter experience over 5 years,
the number of AOs - 5 people;

Underwriter's workload - 6 loan applications per day;

Average consideration time per one loan application: 1.5 hours (depending on the complexity of the
application);

Underwriter's wages include fixed salary and bonus; bonus depends on the number of loan applications
processed above the standard workload (an application is deemed processed if it has the ‘approved’ or
‘denied’ status);

On the job training for new employees is conducted in a test environment by a mentor (an experienced
underwriter) assigned to each new employee. There are no other regular periodic training courses.

Opening the loan file by a manager at the sales office and accepting the original questionnaire as per the
form of the Bank;

Client passport check;

Checking the application for stop factors (no consent to request data from bureau of credit histories, the
formation of initial contribution out of loan funds, financing of terrorism, drug trafficking, certain categories
of borrowers, etc.);

Searching through the Interfax database (bankruptcy), the FMS database (passport validity), the Security
Service check, telephone verification and employer verification in the Contour- Focus database.

Credit history is assessed based on the Originator's database and inquiries to the credit history bureaus;

Credit history is requested only from the National Bureau of Credit Histories (“"NBCH")'}; MIB does not
contact with other credit history bureaus, which gives rise to the risk of loans granted to borrowers with
negative credit history;

Negative credit history is the basis for rejecting the loan application (two loan repayments overdue for 60+
days or three or more loan repayments overdue for 30+ days in the last 36 months; at least one loan
repayment overdue for 90+ days in the last 36 months; current arrears; foreclosures for any past period);

There is no minimum overdue amount tolerance threshold (even 1.0 RUB overdue is considered);
Relatively high tolerance to credit card overdue amounts;
MIB does not use its own scorecards and/or third-party scorecards;

Instead of scoring, the loan application is checked for stop factors, and expert evaluation is carried out by
underwriter, based on the internal regulations of the Bank;

MIB has not presented any information about decision-making standards applicable for all underwriters;
in ACRA's opinion, such approach gives rise to the risk of subjective assessment of uncertain cases by
different employees;

Information on past delinquencies is requested from the borrower in the questionnaire; the underwriter
considers any discrepancies between the data provided by the borrower and the credit history as a negative
factor.

Completeness of the package of documents;

Credit history;

11 As of the date of this report, NBCH is the largest private credit bureau in Russia.
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Borrower matching the eligibility requirements of the bank (age, total and last length of service, PTI and
LTV ratios for the selected product, citizenship, stop factors);

Borrower's income and expenses, including the checks for relevant region, employment sector, position
held, etc;

Types of income acceptable for the MIB: main income, net of taxes, part-time job income, pension, real
estate lease income;

Types of expenses acceptable for the MIB: payments under other loans, alimony, lease payments, damages,
monthly deductions on the basis of a court order;

The Bank checks the availability of dependents (disability group may be taken into account); in some cases,
the underwriter requests the opinion of the legal department;

Income is analysed for the last 6 months; one-off bonuses are not taken into account;

Expenditures are reviewed for the period since 2015; data on the expenditures of some borrowers are not
available in the system;

Employment checks (telephone verification, employer check, stability of labour relations, employment
industry);

Evaluation of the borrower's assets;

Calculation of the payment/income ratio (PTI) and comparison with the average ratio for the region;
Maximum allowable PTI ratio: 60%.

Russian citizenship;

Age: 18-55 years for women and 18-60 years for men (65 years by loan repayment date);

Length of service: at least one year work experience and at least four months at the last place of work;
No bad credit history;

Special criteria for sole entrepreneurs: the actual period of operations must be more than 24 months and
accompanied by certificate of income for the last 12 months;

For each sole entrepreneur, the Corporate Borrowers Division is requested to provide its opinion;

There are no restrictions on the LTV ratio or the list of branches a sole entrepreneur operates in, no on-
site inspections are carried out (which is below the best market practices);

The number of co-borrowers is no more than 3;

The Bank analyses marriage contracts (prenuptial-like agreement), if any, for the need to enter into an
additional agreement to include standard provisions as per the form of the Bank;

Official: 2/3-TIP], free-form certificate from employer, certificate as per the form of MIB;
Unofficial: no differentiation, all listed forms are deemed official;

The income confirmation form in the MIB’s own format (i.e. non-2/3-TIPI) was not considered as an official
income verification format by ACRA;

Telephone verifications and employer checks for all borrowers; average income review for similar
industries/market positions (HeadHunter/SuperJob);

Special conditions for borrowers who failed to present their forms 2/3-TIPI — N/A.

Matching the minimum criteria of the Originator (separate criteria lists for flats, houses, land lots and
apartments);

Appraisal type: on-site inspection;
Value type: the minimum of appraised value and purchase price is used in LTV ratio calculations;
Appraiser: third-party appraisers (standard collateral);

An appraiser must be included into the list of appraisers accredited by MIB (satisfying the minimum
selection criteria);

27 appraisers (the list is posted on the MIB website);

Appraiser's report must contain photo(s) of collateral (there were cases in the past when appraiser's
accreditation was withdrawn due to incorrect photos of the properties);

Engagement of in-house appraisers (Collateral Check and Analysis Unit, CCAU): collateral — residential
house, high value collateral (over RUB 8m), request to underwriter;

Independent collateral analysis by underwriter, based on price data for similar real property in the area
(the maximum allowable price discrepancy against appraiser's report is 15%);

Appraisal costs are on account of borrower;
Lending in the primary market: only for property being built by accredited developers;

Restrictions for the LTV ratio: 70-90% for loans secured by flats and 50-70% for loans secured by residential
houses (depending on the product);
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The maximum value of the collateral: RUB 25m for Moscow and RUB 15m for other regions;

Maximum loan size: RUB 25m for Moscow and the Moscow Region and RUB 12m for other regions
(depending on the product).

MIB has previous experience of replacing collateral in connection with the demolition of the pledged
property (municipal renovation programs etc.); the Originator received a legal opinion, the replacement
was made in three weeks, the reappraisal costs were borne by the Bank; the work was carried out in close
cooperation with the State registration chamber and the district administration.

Bodies that decide to grant/refuse a loan: authorised persons, the Retail Business Credit Committee (RBCC),
the Executive Board;

Standard loan applications are reviewed by an authorised person;
Average application review time is 30 minutes;

RBCC decides on loan applications for more than RUB 3m (the RBCC includes 5 members, meetings are
held once a week);

The Executive Board makes a decision in case of deviations from the standard conditions relating to interest
rate, borrower's age, completeness of documents, collateral eligibility, etc.

Top managers can not approve loan applications on customised terms, without an approval by the
authorised bodies;

Share of approved applications: 49.53% (2015); 43.72% (2016); 43.12% (2017);

Share of loans granted in the total number of loan applications: 20.02% (2015); 19.73% (2016); 19.40%
(2017);

Share of non-standard applications: 0.31% (2015); 0.5% (2016); 0.2% (2017);

The most common reasons for denial: negative credit history (18.4%), fake documents and/or
questionnaire data (17%);

Time to transaction - 1.5 months (existing property); for new buildings / real estate under construction: 1
month.

Risk management

Risk management

Mortgage portfolio specifications

Risk model: scoring models are not applied to borrowers; the Bank applies the peer review method, the
IRBA approach is not yet applied;

Risk analysis and control is vested in the risk management service;

The underwriting policy is adjusted based on the feedback from the bad debts department, as well as on
the results of portfolio analysis; ‘force majeure customers’ are identified regularly;

Frequency of meetings: weekly;

Automatic uploading of vintages and other report forms.

The core of the mortgage portfolio of the Bank is loans granted to purchase flats;
Mortgage book size: RUB 13.7m (April 30, 2018);

Volume of mortgage loans originated: RUB 1,579m (2015); RUB 3,594m (2016); RUB 5,607m (2017); 1,924m
(4 months of 2018);

Average mortgage loan size: RUB 2.4m (2017);

Average loan repayment period: 18.5 years (2017);

Maximum loan repayment period: 25 years;

WA Current LTV: 49.16%; WA Original LTV: 83.11% (2017);

Annualised conditional prepayment rate (CPR): 13% (2017); 24% (4 months of 2018);

Average cumulative defaults (90+) in the first 12 months of loan generation: 0.3% (by number) and 0.4%
(by amount);

Cumulative defaults on the first securitisation transaction of the Bank: 1.11% for 22 months (significantly
better than the average market indicators for other Russian securitisation transactions).

Internal control

Subdivision

Controlled processes

Internal Audit Service (IAS);

Number of employees: 4;

Average experience of employees: 5 years;

The IAS is subordinate and reports directly to the MIB Board of Directors;
Refinance Division checks mortgage certificates for correctness.

Legal compliance of the Bank's internal documents regulating consumer and corporate lending
procedures, accounting procedures and transaction document flow;

Correctness and validity of the Bank's assessment of the financial position of borrowers;
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o Completeness of the Bank's provisions for possible losses on loans by taking into account collateral;

e Compliance with measures aimed at preventing conflicts of interest related to the fact that Bank's
employees make decisions on granting a loan to a client and writing off uncollectable debt as well as that
duties involving assessment of reliability and completeness of documents submitted within a loan
application package and borrower’s financial standing monitoring;

Checks for possible affiliation between decision-making employees and the Bank's clients;

Follow-up audit of due exercise of mortgage certificates and all client data with respect to each mortgage
loan; feedback to the Sales Department and the IAS following the audit — similar to internal audit (carried
out by the Refinance Division).

IT systems
IT Platform

MIB uses Diasoft 5NT platform developed and customised for the Bank's needs by Diasoft'?

All major business processes are integrated into Diasoft S5NT (except for recovery processes (“Kontakt”
software) and data warehouse ("Ipoteka” software));

The platform is interfaced with external data sources (NBCH, Kontur, FMS, Interfax); interfaces with the PFR
and Rosreestr software systems is expected to be implemented in the near future (by now, only one market
participant has implemented such interface);

The platform is protected from external interference and unauthorised modifications;

Data exchange with external systems is carried out via IP-channels;

o The data warehouse is implemented in the Ipoteka software; the platform is used to follow-up control of
documents, borrower data, regional restrictions, etc.;

e Loan data set is kept static (about 140 fields), except dynamic fields, which are synchronised daily with
Diasoft 5NT.

Interface and access Simple and convenient interface;

Applications may be displayed along all changes, statuses and comments of each participant in the
underwriting process;

Each participant of the underwriting process can access information on the system relevant only to certain
stages of application based on stage-specific authorisation access; full access and entire history is
accessible only by platform developers;

Application data input is limited by context menus and a set of products available for each sales office;
manual input is minimised;

e Mortgage property details are stored in the common data warehouse (Ipoteka software) and can be
unloaded for any loan;

All requests and full credit history from the NBCH are displayed;

e The Bank's mortgage product data, was provided to ACRA promptly in the format of ACRA transactional
template , without any additional technical adjustments of MIB systems and with minimum iterations.

Staffing arrangements The IT department staff includes 78 employees (52 employees in Moscow);

IT systems are maintained by MIB on its own account; the platform is maintained by 5 people;

Headcount: 3 developers and 2 IT administrators, with average experience exceeding 10 years.

Back-up copying A system of parallel data centres is used;

The Bank has two Data Centres deployed in Moscow connected by fiber-optic lines passing through two
different routes;

AIl'IT systems are duplicated;

Data backups are done daily.

Restoration The quality of backup copies in production environment databases is checked by a periodical restoration

from a backup copies onto test environments.

Test frequency: daily.

Servicer PJSC SCB "Metallinvestbank’
Staffing arrangements o All loans are administered on a centralised basis;

e Employees are located in Moscow;

o Number of employees of the loan administration department in the head office: 5;

12 Diasoft is one of the leading Russian providers of IT solutions for the financial industry.
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o Head office employees have access to the loan portfolio of all branches; branch employees can see only
the data of their branch;

e No regular mandatory trainings.

Securitised loans administration

Securitised loans are recorded and administered by a separate special-purpose branch (the ‘sixth branch’);
the branch is not included into the Bank's reports (similar to the off-balance sheet accounting module);

e When a loan is sold, all current receivables (principal, interest, penalties, etc.) are transferred to the balance
sheet of the sixth branch; all proceeds under the loan are transferred daily to the general collection account;

An employee of the loan administration department is in charge for the balance sheet of the sixth branch,
the risk of 'key employee’ is minimised, all employees of the loan administration department are
interchangeable and can administer the securitised portfolio;

There is no possibility to assign loans with a given discount for each entry;

Download of portfolio monitoring reports is automatic.

Amortisation and Monitoring e Loan repayment process is automated;

Direct debit of monthly annuity payments;

No restrictions on early repayment;
e SMS notification, five days before payment date;

e SMS notification, one month / one day before the termination date of collateral insurance contract;

Priority of payments: 1) state duties; 2) overdue interest; 3) overdue principal; 4) interest; 5) principal; 6)
fines and penalties; such priority mitigates the risk of technical default by those borrowers who refuse from
paying bank fines;

The first three loan repayments are monitored for fraud;

Reports are generated periodically to verify accounting entries in Diasoft 5NT.
Back-up Servicer o Back-up Servicer: DeltaCredit;

e "Hot” back-up servicing: on a monthly basis, portfolio and other data exchange required to perform
Servicer functions in full scope.

Transfer of electronic versions of credit files for all borrowers in the mortgage portfolio to DeltaCredit
within three (3) months after the Notes placement close date.

IT systems

IT Platform o IT systems of the Servicer are the same as those used by the Originator; the collateral portfolio is serviced

using Diasoft SNT with similar parameters (see ‘Originator’).

Recovery of overdue debt

Staffing arrangements All problem loan recovery procedures are localised inside MIB (the Problem Loans Department);

o Number of employees: 34 (Soft stage -1> 7, Hard stage - 7, Post Legal stage - 7, Legal stage - 2, 4 heads, 2
supervisors, 5 support staff);

o 15 lawyers are engaged in the debt recovery process at the Legal stage;

e Each branch is assigned an employee who makes daily telephone contact with delinquent borrowers;
e Load: 400 calls per day, 60 calls per employee, average call duration: 3-5 minutes;

¢ No additional regular mandatory trainings;

o In ACRA's opinion, the department is exposed to the key employee risk (i.e. the risk of potential loss of
department’s efficiency in case of key employee resignation).

IT Platform

Software Platform ““Kontakt' is a BPM and CRM system customised for managing debt recovery and
customer processes;

Kontakt is developed by Luxbase and CRIF;

ETL procedures are launched at the Bank every night, following which a list of borrowers with non-zero
balances on overdue loan accounts or borrowers marked as potential bankrupts is downloaded from
Diasoft 5NT and Data Warehouse to Kontakt;

Kontakt categorises loans by the stage of delay in repayment (Soft, Hard, Legal, Post Legal); then tasks are
distributed among the employees of the Problem Loans Department;

e In case of an incorrect completion of ETL procedures, there is an option to continue work in the test
environment, until errors are detected and procedures are restarted;

Borrower's feedback is reflected in the form of a 'results tree', where various event options are available;

Contract/borrower history is available for review as well as the full list of events with dates and responsible
employees;

13 Hereinafter, Originator's terminology is used.
——
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o Automatic generation of reports/applications/documents for court filings.

¢ No auto-dial system is in operation.

Soft stage (overdue for less than 30 o Starting from T+2, SMS notifications are sent daily;

days) e Starting from T+1, phone calls twice a week to phone numbers indicated in borrower/co-borrower

questionnaires;
o Email notifications once a month;
o Contacting borrower's relatives (if contact details are indicated in questionnaires).
Hard stage (31-90 days overdue) e SMS and email notifications are sent as before;
e Phone calls to all phone numbers that can be identified by the Bank's employees;
o Visit to borrower's place of residence/registration, personal contact with the borrower and related persons;
o After the 61st day, a prepayment request is sent; formation of a case file for lawyers;

o At each recovery stage, the Bank continues contacts with the borrower, including for possible sale of
collateral by the borrower in the extrajudicial procedure;

e The Bank supports the borrower in search of a potential buyer of the collateral and contacting real estate
agencies, and takes all reasonable actions to avoid litigation;

o Extrajudicial sale is possible only at a price sufficient to cover the overall amount due from the borrower
to the Bank;

e At any time, the employee in charge may accelerate debt recovery stages, if such employee arrives at a
reasonable conclusion that the debt is impossible to recover at any of the stages he is in charge of: loss of
contact, direct refusal of payment by the obligor, insurance event.

Legal stage (over 90 days overdue) e The Bad Debt Committee decides whether to apply to court or to restructure the loan;

e The loan restructuring decisions are made on a case-by-case basis, taking into account the status of loan
debt and the borrower's financial position; restructurings are extremely rare; according to MIB, the existing
restructuring options reduce the debt burden of borrowers insignificantly; restructuring is not applicable
for loans while they are part of the securitised portfolio.

o A written notice (by mail, return receipt requested) to borrower, co-borrowers and guarantors on initiating
enforcement proceedings and penalties over the mortgaged property;

e On the 121st day (after a 30-day period allocated for formal confirmation of borrower's receipt of the
notice), the enforcement petition is filed to court;

¢ Obtaining a judgement in favour of the Bank;

e Obtaining enforcement documents;

e Implementation of a strategy to maximise the amount of recovery: re-appraisal of the property by the
CCAU; upon agreement with the bailiff, sale of the property through auction or, in case the expected
proceeds from such sale are insufficient, the property is recognised on the balance sheet of the Bank;

o Sale of the property conducted at a price covering losses of the Bank;

Post legal and uncollectable debt o Further recovery of debts remaining unpaid after the sale of mortgage property subject to the following

write-off conditions: a) such option is stipulated by the mortgage contract; b) the borrower's income worth
continuing the recovery procedures; c) the amount of claims after deducting the costs of recovery is
significant;

e The Bad Debt Committee is authorised to declare loans as overdue (and equivalent debt) and the Bank's
receivables uncollectible and to write off such debt from the Bank's balance sheet, on account of the credit
reserves set aside to absorb possible losses;

o A decision to write off the debt that does not exceed 0.5% of the Bank's equity as of the date of such
decision is taken by the Executive Board or, in certain cases, the Board of Directors of the Bank;

¢ No decisions have been made to write off bad debts under mortgage loans.
Foreclosure efficiency e Automatic generation of debt recovery reports;
o Detailed statistics on recoveries is available, showing the periods and progress of each stage;

o The Bank provided ACRA with data on 136 loans overdue for 120+ days, in respect of which debt recovery
procedures were conducted or are being conducted;

e The debt recovery statistics provided by MIB included examples where
o  borrowers sold the mortgage property at the soft collection stage;
o  the mortgage property was sold at the auction;

o following a failure to sell, the mortgage property was recognised on the balance sheet of the Bank
and then sold;

o theloan was found fraudulent and sold to an external collection agency;
o Debt recovery rate: 90%;
e The average period of out-of-court sale: 3 months from the date of the borrower's application;

e The average period of judicial enforcement: 1.5-2 years from the start date of the borrower's delay;
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The average length of proceedings: 6-8 months.

For certain regions, MIB monitors the correlation between employers and the level of defaults of borrowers
employed by such employers, to form a black list for underwriters.

Securitised loans have the highest recovery and enforcement priority among other bad debts;

Similar collection procedures are applied to borrowers with overdue property insurance payments under
mortgage property insurance agreements;

Only one loan in the first securitisation transaction of the Bank was recognised as defaulted due to a delay
in payment of insurance for 180+ days;

Redemption of loans by MIB is a standard procedure for problem securitised assets;

Defaulted mortgages are redeemed if they are overdue for 90+ days or less, provided that there are
appropriate grounds or when the debt can not be recovered in an out-of-court procedure;

In ACRA's opinion, the realisation of an illiquid real estate collateral retained by the Issuer at the end of an
unsuccessful standard enforcement procedure is unlikely but its impact on the pool is relatively
insignificant due to a very rare historical occurrences of such cases in the market (i.e. most foreclosures
result in successful sales of collateral properties and are not retained by the Issuer);
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Appendix 6: Vintage analysis

Figure 20. Vintage 90+ arrears of MIB's total mortgage book with breakdown into quarterly vintages of outstanding loan
balance
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Figure 21. Vintage 90+ arrears of MIB’'s total mortgage book with breakdown into quarterly vintages by the number of loans
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Figure 22. Vintage 90+ arrears of MIB with breakdown into annual vintages by outstanding loan amount
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Figure 23. Vintage 90+ arrears of MIB with breakdown into annual vintages by the number of loans
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Figure 24. Vintage of the first securitisation transaction of MIB “MA Metallinvest-1” LLC (not rated)
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Appendix 7: Monitoring
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Monitoring by ACRA

Monitoring by the Specialized
Depository

Control by the Central Bank of Russia

Information transparency

ACRA will perform continuous monitoring of the transaction. The parties undertake to provide the Agency
with up-to-date data on the pool as well as quarterly reports of the Calculation Agent containing, in
particular, data on Issuer’s cash distribution and payments made to investors on each coupon date.

The current status of the portfolio is under continuous control by the Specialized Depository. The Specialized
Depository has the following duties:

e  Verification of mortgage certificates backing the Notes, up to the issue date;

e Creating of the mortgage collateral register;

e  Maintaining the mortgage collateral register; Inclusion/exclusion of cash, exclusion of repaid,
purchased, or default loans from the mortgage collateral register;

e  Control over the intended use of cash part of the mortgage collateral register in compliance with the
issue documentation (by acceptance of current payments made by the Issuer using cash in the
mortgage collateral register);

e  Control over compliance with the requirements regarding the sufficient size of the mortgage collateral
on the register versus the Notes.

Up-to-date data on composition and changes in the mortgage collateral register are subject to disclosure
and are published by the Specialized Depository on the Issuer's website on a regular basis.

The regulator (Bank of Russia) receives pool information in the form of the mortgage collateral register
together with the issue documentation for the state registration of the issue.

In view of regular open publications of the mortgage collateral register, the Bank of Russia can monitor the
transaction if needed.

ACRA takes into account the availability of a controller in the transaction represented by the Specialized
Depository as well as the information exchange regime between the parties and full access to up-to-date
data on both assets (collateral) and liabilities (Notes) of the Issuer.

ACRA assesses transparency and verifiability of the information flow in the transaction as high.
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Trigger object

Special Reserve
amortisation

Replacement of
the Servicer

Account bank
replacement

Replacement of
the Management
Company and
Accounting
Company

Replacement of
the Back-up
Servicer

Validity

Entire life
of the
transaction

Entire life
of the
transaction

Entire life
of the
transaction

Entire life
of the
transaction

Entire life
of the
transaction

Conditions

1) The Issuer has sufficient cash from the interest waterfall
to fully repay the PDL and top up the Special Reserve to
its required size.

2) The total outstanding balance of default mortgage
certificates is less than 6% of the total Notes balance at
closing.

3) The rating of the Servicer (and if the Servicer has no
rating, rating of the Back-up Servicer) assigned by ACRA
is at least BBB(RU).

Occurrence of any of the following events constitutes a
Servicer Replacement Event:

1) Delay in providing the quarterly report of the Servicer
or failure to perform any obligation under the servicing
agreement continuing for five (5) business days.

2) Breach of representations and warranties, submitting
false documents by the Servicer.

3) Breaching the servicing agreement due to any force
majeure events that are continuing for ten (10) business
days.

4) Insolvency (bankruptcy) of the Servicer or withdrawal
of licences required to service the collateral portfolio.

5) ACRA downgrades the Servicer's credit rating below
BBB(RU).

The long-term credit rating of the account bank is
downgraded by ACRA below AA-(RU).

Inability to perform the duties of a sole executive body of
the Issuer (Management Company of the Issuer) or to
provide accounting and tax accounting services of TMF
RUS LLC or RMA SERVICE LLS as a result of extension of
sanctions and/or introduction of new sanctions against
the Russian economy.

1) Delay in providing the quarterly report of the Back-up
Servicer or failure to perform any obligation under the
servicing agreement continuing for five (5) business days.
2) Breach of representations and warranties, submitting
false documents by the Back-up Servicer, if such breach
is not remedied within five (5) business days.

3) Breaching the back-up servicing Agreement due to any
force majeure events that are continuing for ten (10)
business days.

4) Insolvency (bankruptcy) of the Back-up Servicer or
withdrawal of licences required to service the collateral
portfolio.

5) ACRA downgrades the Back-up Servicer's credit rating
below BBB(RU) or withdraws the assigned rating.

Actions if conditions are met/ breached

Compliance: On each payment date the Special
Reserve is amortised in proportion to the Notes
balance until the reserve fund reaches RUB 40m.
Amortisation amounts are included into the interest
waterfall.

Breach: As at the current payment date, the
required size of the Special Reserve is set on the
basis of its size as at the previous payment date.

Portfolio administration duties shall be transferred
to the Back-up Servicer.

The Issuer's Management Company shall ensure
that the Issuer's accounts are transferred to another
account bank with a rating complying with the set
requirements.

Duties of the sole executive body and maintaining
accounting records are transferred to Back-up
Management and Back-up Accounting Companies.

If no insolvency event has occurred to the existing
Back-up Servicer, the Back-up Servicer undertakes
to propose at least one replacement nominee
compliant with the transaction documentation.

If an insolvency event has occurred to the Back-up
Servicer, the Issuer's Management Company
undertakes to find a replacement for the Back-up
Servicer.
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Appendix 9: Russian mortgage lending market statistics14

Figure 25. Default distribution (90+ days delinquencies) by borrower age at origination
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Figure 26. Default Distribution (90+ days delinquencies) by borrower education at origination
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14 ACRA performed its historic data analysis on the basis of a representative sample of loan portfolios of banks with the total share in outstanding
mortgage loans of around 90% of the market (as at December 31, 2016). The sample includes loans issued in 83 constituent entities of the Russian
Federation in 2004-2016 and the majority of mortgage products and borrower types.
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Figure 27. Default Distribution (90+ days delinquencies) by income verification
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Figure 28. Default Distribution (90+ days delinquencies) by mortgaged property
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Regulatory disclosure
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The credit rating was assigned under the national scale for the Russian Federation and is based on
the Methodology for Assigning Credit Ratings to Structured Finance Instruments and Obligations
on the National Scale for the Russian Federation, and the Key Concepts and Definitions used by the
Analytical Credit Rating Agency within the scope of its rating activities.

The credit rating was assigned to the mortgage-backed Notes issued by ‘MA Metallinvest-2' LLC for
the first time. ACRA expects to revise the credit rating within one year following the rating
assignment date (May 18, 2018).

The credit rating was assigned based on the data provided by PJSC SCB 'Metallinvestbank’,
information from publicly available sources, as well as ACRA's own databases. The credit rating is
solicited, and PJSC SCB ‘Metallinvestbank’ participated in the rating process.

No material discrepancies between the provided information and the data officially disclosed by
PJSC SCB 'Metallinvestbank’ in its financial statements have been discovered.

ACRA provided no additional services to PJSC SCB ‘Metallinvestbank’ and ““MA Metallinvest-2"" LLC.
No conflicts of interest were identified in the course of the credit rating process.
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Analytical Credit Rating Agency (Joint-Stock Company), ACRA (JSC)
75, Sadovnicheskaya embankment, Moscow, Russia
www.acra-ratings.com

In order to separate non-rating and rating operations of ACRA, and in accordance with the best international practices and regulatory requirements of the Bank of
Russia, ACRA Risk Management LLC (ACRA RM) did not participate in the assignment of this rating, and models developed by ACRA RM were not used, in any part of
the rating process.

ACRA RM is a subsidiary of ACRA established to provide third parties with consulting services on rating modelling, stress testing, and validation of their rating models
not used by ACRA in its rating processes.

ACRA and ACRA RM are totally separated in terms of both operations, premises, and confidential information flows.

Analytical Credit Rating Agency (ACRA) was founded in 2015, with its 27 shareholders representing major Russian corporate and financial institutions and its authorised
capital exceeding RUB 3bn. ACRA’s main objective is to provide the Russian financial market with high-quality rating products. Methodologies and internal documents
of ACRA are developed in compliance with the Russian legislation and with regard to global rating industry best practices.

The provided information, including, without limitation, credit and non-credit ratings, rating assessment factors, detailed credit analysis results, methodologies, models,
forecasts, analytical reviews and materials, as well as other information placed on the ACRA website (further referred to as Information), coupled with the ACRA website
software and other applications, are intended for information purposes only. Information must not be modified, reproduced or distributed by any means, in any way
or form, either in whole, or in part, in marketing materials, as part of public relations events, in news bulletins, in commercial materials or reports without a prior written
consent from, and reference to, ACRA. Any use of Information in violation of these requirements or the law is prohibited.

ACRA credit ratings reflect ACRA's opinion about the ability of a rated entity to meet its financial obligations or about the credit risk of individual financial obligations
and instruments of a rated entity at the time of publication of the relevant Information.

Non-credit ratings reflect ACRA’s opinion about certain non-credit risks assumed by interested parties interacting with a rated entity.

The assigned credit and non-credit ratings reflect all material information pertaining to a rated entity and known by ACRA (including the information received from
third parties), the quality and reliability of which ACRA considers appropriate. ACRA shall not be responsible for the accuracy of information provided by clients or
relevant third parties. ACRA does not audit or otherwise verify the provided data and shall not be held responsible for their accuracy and completeness. ACRA conducts
rating analysis of information provided by customers using its own methodologies, with the texts thereof available on ACRA’s website — www.acra-ratings.com/criteria.
The only source that reflects the latest Information, including the one about credit and non-credit ratings assigned by ACRA, is ACRA’s official website — www.acra-
ratings.com. Information is provided on an ‘as is’ basis.

Information shall be considered by users exclusively as ACRA’s statement of opinion and must not be regarded as advice, recommendation or suggestion to buy, hold
or sell securities or other financial instruments of any kind, nor shall it be viewed as an offer or advertisement.

Neither ACRA, nor its employees and persons affiliated with ACRA (further referred to as the ACRA Parties) provide any direct or implied guarantee expressed in any
form or by any means regarding the accuracy, timeliness, completeness or applicability of Information for making investment and other decisions. ACRA does not act
as a fiduciary, auditor, investment or financial advisor. Information must be regarded solely as one of the factors affecting an investment decision or any other business
decision made by any person who uses ACRA’s information. It is essential that each of such persons conduct their own research and evaluation of a financial market
participant, as well as an issuer and its debt obligations that may be regarded as an object of purchase, sale or possession. Users of Information shall make decisions
on their own, involving their own independent advisors, if they deem it necessary.

ACRA Parties shall not be responsible for any action taken by users based on Information provided by ACRA. ACRA Parties shall under no circumstances be responsible
for any direct, indirect or consequential damages or losses resulting from interpretations, conclusions, recommendations and other actions taken by third parties and
directly or indirectly connected with such information.

Information provided by ACRA is valid only as of the date of preparation and publication of materials and may be amended by ACRA in the future. ACRA shall not be
obliged to update, modify or supplement Information or inform anyone about such actions, unless the latter was recorded separately in a written agreement or is
required by the legislation of the Russian Federation.

ACRA does not provide advisory services. ACRA may provide additional services, if this does not create a conflict of interest with rating activities.

ACRA and its employees take all reasonable measures to protect all confidential and/or material non-public information in their possession from fraud, theft, unlawful
use or inadvertent disclosure. ACRA provides protection of confidential information obtained in the course of its business activities as required by the legislation of the
Russian Federation.
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