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1 Scope

This methodology defines the criteria for assessing reliability of an asset management company
(hereinafter, "AMC") providing asset management services in the Russian stock market. The
methodology does not cover investment groups (houses), brokerage and dealing companies,
AMCs primarily focused on project (direct) finance, as well as AMCs having a significant share
of their business outside the Russian Federation.

AMCs include legal entities duly licensed by the Central Bank of the Russian Federation (the
Bank of Russia).

This methodology is applicable to AMCs involved in:

e management of pension savings, pension reserves, resources of unit investment funds
and joint-stock investment funds, reserves of insurance companies, endowment
funds, special equity funds, assets of self-regulated organizations (SRO), and military
mortgage;

e management of assets held by individuals or entities on segregated investment
accounts.

For the purposes of this methodology, project (direct) financing is excluded from the scope of
asset management.

This methodology shall be applicable until a new version is approved by the Methodology
Committee of ACRA.

AMC reliability ratings assigned in accordance with this methodology shall be revised in
accordance with ACRA internal documents but not later than one calendar year after the date
of the most recent rating action date.

In order to keep the methodology up-to-date, ACRA shall review and amend the methodology
in the following cases:

e ACRA has deviated from this methodology more than three times in a quarter;

e Revision is necessary following the methodology application monitoring performed
by the methodology group;

e Compliance and Internal Control Service requests immediate revision of the
methodology.

Not later than one calendar year after the date of the most recent revision date of this
methodology, ACRA shall review it in accordance with its internal documents. As a result of
such revision, ACRA may amend the methodology.

When using this methodology, each deviation shall be documented and disclosed on ACRA's
official website at http://www.acra-ratings.com/, upon publication of an AMC reliability rating ,
indicating the reason for such deviation.

If any errors are identified in this methodology that affect or may affect AMC reliability ratings,
ACRA shall analyze and review the methodology in accordance with the internal procedures of
the Agency.
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If any changes in the methodology are material (for example, specific factors or the text of the
methodology are changed), and they affect or may affect existing AMC reliability ratings, ACRA
shall:

1) prospectively and retrospectively analyze related potential changes in rating
assessments made in accordance with this methodology within six months
after amendments in the applicable methodology are made;

2) revise AMC reliability ratings within six months after the assessment, provided
by the previous paragraph, is made, should the given assessment require such
revision.
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2 Definitions and Rating Scale

AMC reliability rating is a symbol (letter) indicator representing ACRA'’s subjective opinion
obtained at the time of research regarding current and future ability of AMC to provide clients
with quality services under a standard asset management agreement.

Quality services means legally permitted asset management services offered by AMC aimed
at maximizing returns under a set risk level while taking into account priority of clients’ over
company’s interests, and compliance with due diligence principle and prudent investor rule.

AMC Reliability Rating is a non-credit rating.

Table 1. ACRA national rating scale for the Russian Federation applicable to AMCs

Category Raiting Description
AAA(ru.am) maximum reliability;
AAA very low sensitivity to changes in legislation, client base, or investment
team.
AA+(ru.am) very high reliability;
AA AA(ru.am) low sensitivity to changes in legislation, client base, or investment team.
AA-(ru.am)
A+(ru.am) high reliability;
A A(ru.am) moderate sensitivity to changes in legislation, client base, or investment
team.
A-(ru.am)
BBB+(ru.am) sufficient reliability;
BBB BBB(ru.am) sufficient sensitivity to changes in legislation, client base, or investment
team.
BBB-(ru.am)
BB+ (ru.am) satisfactory reliability;
BB BB(ru.am) medium sensitivity to changes in legislation, client base, or investment
team.
BB-(ru.am)
B+ (ru.am) low reliability;
B B(ru.am) high sensitivity to changes in legislation, client base, or investment team.
B-(ru.am)
very low reliability;
CccC CCC(ru.am) very high sensitivity to changes in legislation, client base, or investment
team.
unacceptably low reliability;
sD SD(ru.am) Bank of Russia has either ordered a halt on company'’s activities, or limited
their scope;
massive outflow of clients.
D D(ru.am) bankruptcy or license withdrawal.

Source: ACRA
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3 Rating Relevant Information Sources

When assigning ratings, ACRA may use the following data sources or information:

individual questionnaire of the company completed according to the Agency’s form;
information provided in writing and verbally in the course of a rating meeting;

company’s audited financial statements under IFRS or US GAAP (including auditor’s
opinion and notes to financial statements) for the last three financial years (if available);
IFRS or US GAAP financial statements may be used in rating analysis on quarterly
and/or semi-annual basis;

forms of AMC's Rus GAAP accounting records (financial reporting) for the last three
financial years ended and as at interim quarterly reporting dates of the current year;

calculation of own funds for the last six months ended prepared according to forms as
set forth by Bank of Russia regulations with respect to asset management companies;

monthly regulatory reporting on joint stock investment funds and mutual funds for the
last year;

information regarding shareholding (ownership) structure and composition of AMC
indicating ultimate beneficiary;

information regarding educational background and working experience of key of AMC;
reference letters (if any) from investors to AMC;

information regarding key AMC investors generating major share of operating
revenues;

standard asset management agreement, as well as extracts from asset management
agreements of top 10 investors by the volume of funds managed by an AMC;

rules for management of unit investment funds of an AMC (if any);

documented information regarding AMC's own assets as well as assets under
management (including depository statements, credit institution’s
statements/certificates, and register system extracts);

internal documents defining corporate governance, company’s development plan, and
asset and risk management system;

internal documents (if any) on business continuity;
IT infrastructure description (if available);
schedules of limits for the last three years (if any);
public sources (mass media);

other data that in ACRA's opinion are material for rating analysis.
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The Agency reserves its right to disagree (following a decision by Non-Credit Ratings
Committee) with opinion of the auditor, actuary or company’'s management regarding asset
value (volume) of assets or liabilities and volume of company’s revenues/expenses, and to make
respective adjustments. In any such decision is made, it shall be documented in the Minutes of
the Non-Credit Ratings Committee indicating the reasons.

If no sufficient information for methodology application is available, Analytical Credit Rating
Agency shall refuse to assign a reliability rating to AMC. If it is identified that data sources are
insufficient for maintaining the existing AMC reliability rating, ACRA shall withdraw AMC
reliability rating while no further actions with regard to that rating shall be taken. Actions taken
shall be reflected in the publication of the rating action with respect to a rated entity.

Whether information is sufficient shall be determined based on whether or not rating analysis
can be conducted in compliance with ACRA's General Rating Process Principles’. The key
information sufficiency criteria include:

e quantitative and qualitative analysis of financial and business activities of a rated entity
is possible;

e external and internal risk factors that may affect the quality of asset management
services provided by a rated entity can be analyzed;

e peer benchmark analysis is possible.

! As detailed in Rating Actions Procedures and General Principles of the Rating Process of Analytical Credit Rating
Agency (Joint Stock Company).
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4 Rating Analysis Structure Overview

AMC reliability rating is determined on the basis of five major factor pillars:
Financial indicators:

— capital adequacy to cover asset management agreements including safety of
investments;

- financial strength;
— operating performance.
Business profile:
— market position;
— potential support from owners;
— goodwill.
Business processes:
— assessment of asset and risk management strategy;
— assessment of corporate governance quality.
Risk management system:
— assessment of the functionality of risk identification and management methodologies.
Client services:
— assessment of quality and convenience of client services provided by an AMC.

In addition, in order to be assigned with a specific reliability rating, an AMC shall comply with
a set of statutory requirements as set forth in Section 6 of this methodology.

Figure 1. Structure of AMC reliability rating analysis

. . . . Risk .

Financial Business Business Client

.. . management .
indicators profile processes services

system
AMC RELIABILITY
RATING
Source: ACRA
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Each of the five pillars (the total weight is 100%) and each factor within the pillar is assigned an
internal weight. The total aggregate weight of all factors mentioned in this methodology is
100%.

Each factor is assigned a score that may range from 1 to 5 points. Therefore, the minimum total
aggregate score based on the methodology is 1 point, and the maximum total aggregate score
is 5 points.

Table 2. Weighted score and AMC reliability rating categories

Rating Category

To (inclusive)

CCC 2.66 3.00
B 3.00 3.25
BB 3.25 3.50
BBB 3.50 3.75
A 3.75 4.00
AA 4.00 4.25
AAA 4.25 5.00

Source: ACRA

An AMC Reliability Rating shall be determined using "+" / "-" modifiers within a relevant rating
category, as well AAA or CCC rating category shall be assigned, depending on:

e proximity of the final score to the boundaries in Table 2;
e trends in reliability factors relating to an AMC;
e peer benchmarking results.

The final ACM Reliability Rating shall be determined taking into account the opinion of analysts
on the full or partial applicability of the methodology to a particular rated entity.

February 17, 2022 Methodology for Credit Ratings Assignment to Management Companies Under the Page | 9
National Scale for the Russian Federation



5 Determining AMC Reliability Rating

Each factor used in determining AMC reliability rating represents a description of approaches
to analysis and has several assessment alternatives that take into account the Russian collective
investments or trust management market specifics, which enables classifying obtained
information into a specific alternative the sense of which aligns with it as closely as possible.

When analyzing information within the framework of this Methodology, ACRA prioritizes
substance over form.

If an AMC is a member of a group of AMCs where client funds are distributed by asset class,
the entire group of AMCs may be analyzed, but the Agency will assign an AMC reliability rating
only to the AMC that requested a rating.

5.1. Financial indicators
Financial indicators cover the following financial profile components of an AMC:

e Business continuity components;
e Solvency components.

Table 3. FI1. Correlation between AMC's equity and ROE

Below 150 150-500 500-1,000 Above 1,000
= Less than 0% 1.0 2.0 2.5 3.0
.. 0%-10% 1.5 2.5 3.0 3.5
10%-20% 2.0 3.0 3.5 4.0
Above 20% 2.5 3.5 4.5 5.0

Source: ACRA

Correlation between equity (net assets) and return on equity reflects:

e commitment of AMC owners to further develop the business;
e AMC's ability to generate profit from the core business.

Depending on data available and/or based on ACRA’s opinion, the equity may be adjusted by
the amount of capital sources comprising non-core assets or by asset impairment that differs
from figures disclosed in the financial statements, the occurrence of which, in ACRA's opinion,
is very likely (particularly, during economic stress periods). The equity also includes dividends
paid out after the reporting date.

Financial result used as a numerator in the return on equity formula can also be adjusted by
the amount of irregular revenues/expenses (for example, revenues from sale of securities) as
ACRA deems necessary.
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Return on equity of an AMC is calculated as the ratio of net income to equity averaged for the
last three years. If a substantial change in the return on equity is expected, the financial
performance assessment may be adjusted by one point.

Formula for calculating ROE of an AMC:
3, (NI, — cii)

R =
‘ >_1(Cap; — cc; — dy)

where:
Rc — return on equity;

{ — ith year under consideration, i.e. the current year minus two years back (for example, 2015 for
2017);

NI; — net income under IFRS for an ith year;

cii; — net income adjusted by ACRA by irregular income/expenses as at ith year;
Cap; — equity under IFRS as at ith year;

cci — equity adjusted by ACRA for impairment as at ith year;

d; — dividends paid out by an AMC in ith year.

Table 4. FI2. Quality of assets managed by an AMC

Share of doubtful assets does not exceed 5% of equity. 5

Share of doubtful assets equals 5%-15% of equity.

4
Share of doubtful assets equals 15%-25% of equity. 3
Share of doubtful assets equals 25%-40% of equity. 2

Share of doubtful assets exceeds 40% of equity. 1

Source: ACRA
Equity calculations are governed by the relevant regulations of the Bank of Russia. "Doubtful
assets” means the aggregate of the following components:

e securities not listed/not admitted to trading on an authorized stock exchange;

e borrowings;

e receivables excluding accrued but not deducted remuneration, funds for reimbursement
of expenses under trust management agreement, as well as accumulated coupon yield
from bonds (excluding negative bonds);

e encumbered assets with impaired liquidity;
e other assets that, in ACRA's opinion, have signs of substantial impairment, or such

impairment is very likely to occur in the medium term.
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ACRA will make corresponding adjustments after receipt of additional information from an
AMC on securities and other assets included into the equity formula.

The indicator is calculated for the most recent reporting date; in addition, ACRA reserves the
right to adjust calculations by taking into account the historical dynamics of the indicator (using
an arithmetic average for the last six months).

Calculation formula for Doubtful Assets Ratio (DAR):

doubtful assets — adjustments by ACRA
DAR = ; .
AMC's equity

Table 5. FI3. Cost-to-income ratio

Option Score

Below 40% 5

40%-60%

4
60%-80% 3
80%-90% 2

Above 90% 1

Source: ACRA

The cost-to-income ratio demonstrates sustainability of an AMC and its ability to cover own
expenses by proceeds from its core business.

Costs include:

o staff expenses;
e administrative expenses;
e other expenses and costs related to operations from the economic point of view.

Income includes:

e success fees;
e remuneration for asset management services;
e remuneration for consulting services if those are regular and continuous.

The income may be adjusted taking into account ACRA's opinion, based on item’s content
priority (for example, some AMCs include staff expenses into costs of sales, while initially, costs
of sales include expenses to pay agency fees).

Cost-to-income ratio is defined as an arithmetic average for the last three years.
Cost-to-income ratio is calculated using the formula below:

Costs
Income — Adjustments by ACRA

Cost/Income =

The Agency may apply a positive adjustment (+0.5 points, but the total amount of points for
an indicator may not exceed 5) if owners of AMC provide it with financial support (for example,
by making regular contributions to additional paid-in capital).
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Table 6. Fl4. Ratio of asset variation to revenue variation

Below 0% 0%-10% 10%-20% 20%-30% Above 30%
Below 0% 1.00 1.50 2.00 3.00 3.50
= 0%—-5% 1.25 1.75 2.25 3.50 4.00
5%-15% 1.50 2.00 2.50 3.75 4.50
15%—-25% 1.75 2.25 2.75 4.00 4.75
Above 25% 2.00 2.50 3.00 4.25 5.00

Source: ACRA

The ratio of asset variation to revenue variation demonstrates the dependence of revenue on
corresponding assets.

Variations in assets and revenue is calculated using CAGR? for respective indicators for the last
three years.

Dynamic ratios with respect to assets and revenues are calculated using the following formula:
1
CAGR = (Z)n — 1,
141
where:

Vh — value (amount of assets or operating revenues) for the last year analyzed;
V1 — value for the first year analyzed;
n — number of years analyzed.

ACRA has the right to expertly adjust the above assessments following the results of a detailed
analysis regarding the reasons for a large difference between the variation in assets under
management and the variation in revenues.

2 Compound Annual Growth Rate.
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Table 7. FI5. Market share

Over 5% of assets under management 5

2.5-5% of assets under management

4
1-2.5% of assets under management 3
2

0.5-1% of assets under management

Less than 0.5% of assets under management 1

Source: ACRA

Russian asset management market share held by an AMC shows:
— Scope of AMC's business;
— Client loyalty;
— Portfolio managers' ability to manage liquidity in the market.

The indicator is calculated for the entire asset management market, except assets managed by
Vnesheconombank and closed-end mutual funds of qualified investors.

In case an AMC is a leader in any asset management segment (for example, military mortgage
or segregated client accounts), ACRA may apply a positive adjustment (+1 point, but the total
score shall not exceed 5 points).

Table 8. FI6. Business diversification

Option Score

Minimal HHI3, not higher than 0.5 (strong diversification, an AMC manages a wide range of

assets expertly). >
HHI is 0.5-0.6 (high diversification). 4
HHI is 0.6-0.7 (medium diversification). 3
HHI is 0.7-0.8 (low diversification). 2

Maximal HHI, exceeding 0.8 (weak diversification; an AMC is mono-liner strongly depending
on a single investor).

Source: ACRA

Business diversification allows for analyzing the ability of an AMC to manage different classes
of assets, its dependence on regulatory changes, and its business sustainability.

If a significant change in diversification is expected in the future, business diversification
assessment can be adjusted by one point.

Business diversification is assessed based on the Herfindahl-Hirschman Index:

n 2
i=15i

HHI =
xsp?!

3 Herfindahl-Hirschman Index.
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where S; is the volume of a single class of assets under management.

Asset classes include:

5.2.

units in open and interval mutual funds;

units in closed mutual funds, including real estate closed mutual funds;
pension reserves managed by non-state pension funds;
pension savings managed by non-state pension funds;
pension savings managed by the Pension Fund of Russia;
reserves of insurance companies;

assets managed by endowment funds or special equity funds;
compensation reserves of self-regulated organizations;

assets of military mortgage;

funds of corporates held on segregated client accounts;
funds of individuals held on segregated client accounts;

other assets.

Business profile

Business profile:

defines positions of an AMC in the Russian collective investments and asset

management markets, its development strategy, and customer loyalty;

highlights potential support from owners (beneficiaries) for further growth of AMC and

for development of its customer base.

Table 9. BP1. Brand identification

Option Score

Positive 5
Neutral-Positive 4
Neutral 3
Neutral-Negative 2
Negative 1

Source: ACRA

Brand identification determines AMC's sustainability and recognition. A quality brand may
attract new clients and skilled employees.

Brand attitudes are categorized as follows:
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e positive: a brand is easily recognizable, evokes positive response, is
associated with a stable finance group, AMC itself, its management, decision-
makers, and/or other related companies or persons;

e neutral-positive: a brand is recognizable and evokes generally positive
response (in the last three years, financial group, AMC itself, its management,
decision-makers, or other related companies or persons faced problems or
conflicts that, in ACRA's opinion, are insignificant and had no major impact on
AMC's brand);

e neutral: a brand is unrecognizable due to the fact that an AMC is unknown in
the Russian collective investments market or started its activities less than
three years ago;

¢ neutral-negative: a brand is recognizable and evokes mixed response with a
negative trace (there have been incidents that affected an AMC; they are over
by now but still they were noted by the Russian collective investments market);

e negative: a brand is recognizable and evokes negative response due to
negative events that occurred to the financial group, AMC itself, its
management, decision-makers, or other related companies in the last three
years.

If a new brand arises as a result of rebranding, change of legal form or reorganization of a legal
entity (e.g., mergers, acquisitions, etc.), ACRA reserves the right to consider such brand by
taking into account its history.

Table 10. BP2. Development strategy

Organic growth 5
Aggressive 4
Retaining client base 3
Formal 2
None 1

Source: ACRA

A development strategy means functional (economically justified and feasible) approaches to
development of components of an AMC's activities (goals, rationale, results, conditions,
resources, procedures, and instruments).

Strategy options:

Organic growth: an AMC aims to increase its client base and/or assets under management
through new financial products and/or client attraction strategies similar to those offered
currently by the AMC.
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Aggressive: an AMC aims to increase its client base and/or assets under management sharply,
through new financial products not offered and/or client attraction strategies not implemented
previously.

Retaining client base: an AMC aims to retain its current client base and/or assets under
management.

By analyzing ownership (shareholding) structure of AMC, the impact of shareholder-related
risks on AMC reliability can be assessed.

Key metrics used to assess the ownership structure are:

Business reputation of owners and managers;

Existence of any conflicts between owners;

Degree of connection between AMC's operations and other businesses of the owners;
Degree of ownership disclosure, including ultimate beneficiaries.

The baseline assessment of this factor is “3", which, in ACRA's opinion, represents an average
assessment of the ownership structure and business reputation for Russian AMCs.
Subsequently, the ownership structure assessment may be adjusted up or down based on an
expert judgement depending on the effects from other subfactors.

As part of assessing this indicator, ACRA also takes into account business reputation of the
owners (beneficiaries) and management of the AMC, assessed by an expert judgement. At the
same time, such factors are considered as relationship history with market partners and
regulators, visibility in the news, and other factors. Any relevant and material information at
ACRA'’s disposal may provide the grounds to recognize business reputation as negative. Such
information may refer to:

e direct or indirect relations of owners (beneficiaries) and/or AMC’'s management with the
criminal world;

e AMC's owners or management committing any criminal acts, illegal takeovers, thefts,
misapplication of funds, or illegal conversion into cash, or being involved into any
corruption scandals;

e availability of existing claims or court rulings regarding previous (including fraudulent
and deliberate) bankruptcies of companies related to beneficiaries and/or management
of the AMC, and/or being held liable jointly and severally.

If the above mentioned information is confirmed, business reputation of the owners
(beneficiaries of AMC) shall be recognized as negative; the score for the Ownership Structure
to be assigned by ACRA shall be capped at 1.0 point, and the reliability rating of the AMC may
not be higher than BB(ru.am), while the business profile assessment may not exceed 2

Any conflict between the owners may have a negative effect on both strategic and operational
management of the financial institution, and, therefore, affect ownership structure and business
reputation assessment (ACRA may apply a negative adjustment of up to -1 point).
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The degree of connection between an AMC's operations and its owners’ other businesses has
a diverse effect on the business profile. Of crucial importance are the degree of detail in the
transactions, whether servicing terms are in line with market practices, the credit quality of
assets under management associated with the owner, as well as the control procedures
governing such operations. The captive nature of an AMC may be its principle development
strategy. However, all other things equal, an AMC with a strong market position and a
diversified client base will have a higher business profile assessment than a captive AMC whose
operations are focused on the owners’ other businesses (regardless of the respective risk levels).
The share of assets under management associated with related parties in terms of both client
base and investments in client portfolios is the key quantitative metric for an AMC.

If AMC's ownership structure is not transparent and does not allow for accurate identification
of the ultimate beneficiary, the Agency may apply a negative adjustment (-0.5 points).

Table 11. BP4. Customer base stability

Average b = P OT preva 0 e RUB D

Less than 0.5 0.5-2 2-10 10-50 More than 50
= Less than 2 1.00 1.25 1.50 1.75 2.00
2-3 1.25 2.25 2.75 3.00 3.50
5 £ 9 3-5 1.50 2.50 3.25 3.50 4.00
2 -‘ 5-7 1.75 3.00 4.00 425 4.50
: More than 7 2.00 3.50 4.25 475 5.00

Source: ACRA

A vast and stable client base of an AMC is indicative of trust and loyalty from market
participants and clients. An AMC with a prevailing share of principal owner’s or related parties’
assets in its client portfolio usually has limited expert knowledge generally related to specific
assets that are all too often illiquid and connected with shareholders.

Prevailing clients include main investors generating at least 80% of revenues from asset
management activities.

For the purposes of this methodology, the average size of prevailing clients’ business is
calculated as the average volume of assets under management from prevailing clients. If AMC's
main business is focused on managing PIF's with a prevailing share of individuals, the average
size of business of prevailing clients shall mean the size of the PIF. A work period with prevailing
clients is calculated as the weighted average number of years of actual work with prevailing
clients based on a share of each client in AMC's assets.

If an AMC implements programs and strategies aimed at retaining clients (for example, loyalty
programs, maintaining relationships with key clients), the Agency may apply a positive
adjustment (capped at +1 point, while the aggregate score for this indicator may not exceed 4
points).

February 17, 2022 Methodology for Credit Ratings Assignment to Management Companies Under the Page | 18
National Scale for the Russian Federation



If an AMC manages assets of a sole client or a group of related parties, ACRA may apply a
negative adjustment (capped at -1 point, while the aggregate score for this indicator may not
be less than 1). If credit quality of the sole client or the group of related parties corresponds to
ACRA'’s credit rating assessment of BB(RU) or lower, AMC reliability rating shall be capped at

BB(ru.am).

Client base stability indicator shall be calculated by correlating two parameters indicated in

Table 11, and then adjusted by a corresponding multiplier from Table 12.

Table 12. Adjustment multiplier

Option Multiplier

Assets of market clients* amount to at least 75% in assets of prevailing clients. x1.00
Share of market clients in assets of prevailing clients is between 50% and 75%. x0.85
Assets of market clients amount to at least 50% in assets of prevailing clients. x0.75
Source: ACRA
4 Market clients are investors not related to business or assets of AMC's owner(s)/beneficiary(ies) or affiliates.
Table 13. BP5. Experience and qualifications of the investment team
0 0 0
Other High Top
Less than 3 1.0 2.0 3.0
C 3-5 1.5 2.5 35
- 5-7 2.0 3.0 4.0
7-10 2.5 35 45
More than 10 3.0 40 5.0

Source: ACRA

Investment team generally includes persons occupying the following positions (if such or
similar positions are mentioned in the organizational chart):

e General Director (CEO);

e Internal Controller or Head of Internal Control Service;

e Senior Portfolio Manager or Head of Asset Management Department;

e Equity and/or bond portfolio manager;

e Analyst or strategist;

e Head of Risk Management Service.
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Experience of the investment team means average work experience of investment team
members in assets management and investment companies, and/or credit institutions, with
each of such companies having at least RUB 5 bln under management (or as proprietary /client
position) as at the time when investment team members worked there.

Qualifications of investment team members are classified as follows:
Top

e Among members of the investment team, there are employees with academic
degrees in economics, engineering disciplines, in physics and mathematics
and/or with diplomas of additional industry-specific education corresponding
to AMC's product range and niche activities.

e Investment team members participate in working groups/committees
organized by SROs, Moscow Exchange, or the Bank of Russia.

e There are no cancelled financial market qualification certificates among AMC's
investment team members.

High
e All members of the investment team have higher education diplomas from

Russian and/or foreign higher education institutions that are leaders in the
fields of economics, engineering, physics, or mathematics.

e Collectively, team members have sufficient number of qualification certificates
for financial market specialists (series 1.0 or 5.0) taking into consideration the
scale of AMC's business (but at least five certificates).

e There are no facts of cancelled qualification certificates.
Other
This includes any qualification other than Top and High.

If AMC submits data regarding continuous achievement of return targets by the investment
team for specific periods within at least three previous years, which demonstrates positive
investment results and compliance with the target risk-reward ratio, the Agency may make a
positive adjustment (+0.5 points, while the total score for this indicator shall be capped at 5
points). In the opposite case, the Agency may make a negative adjustment (-0.5 points, while
the total score for this indicator may not be below 1).

If any facts indicate poor management quality, ACRA may limit the assessment of this factor at
2 points.
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Table 14. BP6. Sales channels

An AMC has an own sales network covering more than 7 cities with more than 1 min in
population each and/or access to an agency sales network with similar coverage. 5.0

An IT platform is in place offering remote services and online sales (for, example, units in PIFs).

An AMC has an own sales network covering 4 to 7 cities with more than 1 min in population
each and/or access to an agency sales network with similar coverage. 45

An IT platform is in place offering remote services and online sales.

An AMC has an own sales network covering less than 4 cities with more than 1 min in
population each and/or access to an agency sales network with similar coverage. 4.0

An IT platform is in place offering remote services and online sales.

An AMC has an own sales network and/or access to an agency sales network covering only
Moscow and St. Petersburg. 35

An IT platform is in place offering remote services and online sales.

An AMC has an own sales network covering 4 to 7 cities with more than 1 min in population

e 3.0
each and/or access to an agency sales network with similar coverage.
An AMC has an own sales network covering less than 4 cities with more than 1 min in 55
population each and/or access to an agency sales network with similar coverage. ’
An AMC has an own sales network and/or access to an agency sales network covering only 20
Moscow and St. Petersburg. '
An AMC has an own sales network or an agency sales network covering only one Russian 15
region excluding Moscow and St. Petersburg. '
An AMC has an own sales network or an agency sales network covering only one Russian city 10

excluding Moscow and St. Petersburg.

Source: ACRA

Sales channels define the scale of AMC's business and upkeep the client base stable.

5.3. Business processes

Business processes are the basis for AMC's stable and efficient performance, and they indicate
lines of development of an AMC.

Table 15. Process 1. Asset management strategy

Option ‘ Score

High Frequency Trading, Robotrading 1.00

Market volatility-based dynamic allocation of assets 1.00

Structured notes (risk-free asset + derivatives) 0.75

Focus on certain instruments (infrastructure, mortgage) 0.75

Blue chips 0.50

Toxic wastes 0.50
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Buy and hold 0.25
Index / benchmark 0.25

Source: ACRA

As ACRA experts take into account all confirmed facts and documents, multiple options are
possible, so that the total score may vary from 0 to 5.

The strategy assessment is a sum of scores of relevant options indicated in Table 15, adjusted
by a corresponding multiplier specified in Table 16.

Table 16. Adjustment multiplier

No / Outsourced Yes

= Technical 0.70 -
c 9 Fundamental 0.80 0.95
Macroeconomic 0.90 1.00

Source: ACRA

Table 17. Process 2. Risk management strategy

Rights and communication deadlines between risk management service
(RMS) and other divisions are described

o5 % z
g H ? g_’ g Risk management policy or strategy, RMS procedure as
(%] o .
S E g £ g well as compliance with them
S¢3m®
E, g s g § Risk management strategy or policy only 2 4
v
-3 = RMS procedure only 1 2

Source: ACRA

Risk management process is regulated by the following documents:

e Risk management strategy or policy, as a key risk management document detailing
principles, methods, instruments, terminology, risk identification and follow-up actions
procedure;

e RMS procedure, as a document detailing the position of risk management service in the
hierarchy of an AMC as well rights and duties of the RMS.

The strategy indicator is assessed in points by comparing two parameters as indicated in Table
17, and then, it is adjusted by the corresponding multiplier as specified in Table 18.

If an AMC uses additional systems ensuring operational risks reduction (for example,
automated stop-loss system, general stress testing of client portfolios, risk allocation of capital
technology (risk budgeting) are implemented), ACRA may make a positive adjustment (+1
point, while the overall score for the indicator shall be capped at 5 points).
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Table 18. Adjustment multiplier

Option Multiplier

Limit compliance reports and meeting minutes of a collective body making risk management

decisions for the last three years were provided for information purposes. x1.00
Limit compliance reports for the last year were provided for information purposes only. x0.75
Other documents were provided for information purposes, or document request was rejected. %0.00

Source: ACRA

Table 19. Process 3. Client strategy

There is a complete range of products aimed at target market segments. 1
Advertising campaigns are carried out in support of an AMC's brand. 1
Promotional events are carried out for an AMC's clients. 1

There is a client loyalty program that includes discounts for products offered by partners of an
AMC.

Quantitative metrics for successful client program are set forth (e.g. annual client base
increase).

Source: ACRA
As ACRA experts take into account all confirmed facts and documents, multiple options are
possible, so that the total score may vary from 0 to 5.

An adjustment of £0.5 points may be applied depending on the synergetic effect from other
companies within the AMC's group, and the total score may vary from 0 to 5.

Table 20. Process 4. Handling breaches in the schedule of limits

o e

A system is in place that automatically controls and promptly identifies violations of >
established limits.

Procedures are established and observed (in terms of deadlines, responsible persons, etc.) for
aligning investors' portfolios with limits. 2

RMS Head and not a business unit head is responsible for monitoring limits. 1

Source: ACRA

As ACRA experts take into account all confirmed facts and documents, multiple options are
possible, so that the total score may vary from 0 to 5.
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Table 21. Process 5. RMS role and powers

RMS is directly supervised by AMC's chief executive officer or board of directors; business 1
units have minimum influence on RMS (for example, the remuneration of RMS does not
depend on any business line).

RMS has a veto right at the meetings of the collective body making risk management 1
decisions, if such body also makes investment decisions (investment committee).

Decisions made by RMS Head are mandatory with respect to established limits for the AMC
investment team.

Documents were approved governing erection of Chinese walls between business lines, RMS, 1
and sales divisions.

Documents were approved aimed at avoiding any conflicts of interest (the contents thereof 1
correspond to nature and specifics of company's activities) are approved.
RMS performs analysis and sets limits for brokers through which AMC conducts transactions 1

on the stock market.

Source: ACRA

The role and powers of RMS define importance of its function within the AMC as well as
efficiency of decisions taken by RMS within its mandate.

As ACRA experts take into account all confirmed facts and documents, multiple options are
possible, so that the total score may vary from 0 to 5.

Table 22. Process 6. IT infrastructure

Computerized front-office system 1.0
Computerized client reporting system 1.0
Computerized back office 0.5
Computerized accounting system 0.5
Document access control procedures are observed. 0.5
Data backup and duplication procedures are observed. 0.5
Employees can operate analytical systems supported by leading global vendors, which give 0.5

access to vast data on financial and capital markets, both Russian and international.

Employees can operate leading Russian and international information systems to access high- 0.5
quality financial information.

Source: ACRA

The main objective of IT infrastructure is to minimize errors occurring due to routine operations
(human errors).

As ACRA experts take into account all confirmed facts and documents, multiple options are
possible, so that the total score may vary from 0 to 5. The assessment is made only after experts
are granted access to IT systems (demonstration of performance).
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Table 23. Process 7. Business continuity planning (BCP)

Business continuity plan is approved and communicated, indicating timeframes, interim results
and responsible officer; the plan may be a part of the operational risk management document. 5

There is a backup office.

Business continuity plan is approved and communicated, indicating timeframes, interim results

and responsible officer; the plan may be a part of the operational risk management document. 4
Business continuity plan is approved and communicated, but there is no indication to 3
timeframes, interim results, and responsible officers.

Business continuity plan exists but it is perfunctory. 2
No BCP is available, or a rated entity refused to present such plan. 1

Source: ACRA

Business continuity is AMC's ability to continue operations at an acceptable level or to quickly
restore operations to an acceptable level if any events occur resulting significant adverse effect for
the company; however, the probability of any such event is relatively low (for example, a fire or
major hardware failure).

AMC's business (operation) continuity plan shall comply with the principle requirements of
Methodological Recommendations of the Bank of Russia on business continuity of non-credit
financial institutions®.

Table 24. Process 8. Action plan in case of default/ debt restructuring by an issuer

Option Score

An action plan for issuer’s default/ debt restructuring cases governing the entire process is in 5
place and being observed.

An action plan for issuer’s default/debt restructuring cases is in place; however, it is not fully
formalized and contains basic provisions only.

There is a formal understanding of actions to be made in case of issuer's default/ debt
restructuring (there are precedents of dealing with defaulting assets), the plan, however, is not 3
formalized in hardcopy or electronic form.

There is no action plan for issuer’s default/ debt restructuring cases at all and no relevant 1
document, or a rated entity refused to present it.

Source: ACRA

An action plan in case of default is necessary for an AMC in order to avoid temporary down-time
and any forced delays upon default of an issuer. Such plan shall include (indicating timing and
responsible officers):

e Forwarding an official written notice to institutional investors (non-state pension
funds, insurance companies) with the attachment of:

> Methodological recommendations of the Bank of Russia on business continuity of non-credit financial
institutions dated August 18, 2016. No. 28-MP
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— A document justifying the decision to purchase securities (credit opinion;
minutes of the meeting of a collective body making risk management decisions;
limit compliance report), if the AMC independently acquired defaulted securities,
or an information letter and securities acceptance act if such securities were
obtained otherwise;

— Current credit quality assessment of the issuer explaining reasons for default
(credit opinion);

— An action plan to be taken by an AMC in order to resolve the situation in favor
of the investor.

e Preparing court petitions to declare the issuer bankrupt (with a copy to be
forwarded to the investor) in compliance with the Russian legislation.

e Arranging a meeting with issuer’s representatives in order to obtain explanations
of what caused the default, and suggestions on further actions.

5.4. Risk management system

The analysis of comprehensiveness and efficiency of risk management mechanisms used in
trust management activities is an essential factor in AMC's reliability assessment as it allows to
draw a conclusion regarding predictability and potential stability of AMC's performance. In
addition, in ACRA's opinion, the key aspect of using declared risk management mechanisms is
consistency in applying them and extension thereof to all client portfolios of the AMC, at least
in order to inform clients regarding the level of risk they are exposed to.

Any relevant section, paragraph or annex to a consolidated methodology for determining and
managing risks may be accepted as a confirmation that AMC has a methodology in place for
determining and managing particular risks.

Table 25. RMS1. Methodology for determining and managing credit risks of non-financial corporate issuers

No Yes

High 45 5.0
Medium 35 4.0
Low 2.5 3.0
Ratings assigned by rating agencies are

O used, or information on the credit risk

o level is provided by other members of 1.5

O the group that the respective AMC is a
part of.
No information is available, or 10
information request was declined. '

Source: ACRA
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Functional aspects of the methodology include level of its comprehensiveness, feasibility of
applying a set of factors used to assess financial strength of counterparties/issuers, efficiency
of such factors, non-financial factors, and issuer’s credit quality dynamics as well as risk types.

In the course of communicating with the issuer, ACRA analyzes application of the methodology
for assessing credit, market and other risks related to AMC activities, as well as for managing
such risks. If ACRA experts discover limited understanding of risk assessment methodology or
that it is only formally applied, the functionality assessment of such methodology may be
adjusted downward by one notch (applicable to RMS3, RMS4, RMS5, RMS7, RMS8, RMS9).

Functionality of the methodology under consideration may be expertly assessed using the
following data checklist (“DCL").

Table 26. Data checklist
Factor Medium High

Analysis of issuer's financial statements under [FRS

(including notes thereto) and RAS —+/= +/—+

Adequacy and application justification of the set of
quantitative indicators (complex analysis of financial —+/- +/—+
statement items, no data duplication)

Availability of in-depth expert assessment of reporting
items (information from notes to reporting is used in the - —+
analysis; items are reclassified if needed)

Availability of both quantitative and qualitative assessment
indicators

Legal risks analysis of an issuer and issue (including
prospectus, buy-back offer)

Use of forecast data in the analysis (application of financial
forecasts (DCF-modelling) or building a model based on —+/- +/-
using actual options)

Methodology is validated and updated on a regular basis. —+/- +/-

Credit opinions on issuers mentioned in the schedule of
limits can be provided immediately upon ACRA's request in - —+
the course of assigning/updating AMC reliability rating.

Use of external assessments (ratings assigned by credit

. . ++ /- +/-
rating agencies)

Source: ACRA

The functionality of the methodology is assessed as low, if neither of the criteria is met that
would allow assessing it as high or medium.

Symbols used:

+ — compulsory condition / availability;
- — non-compulsory condition / non-availability;
+/- — another method may be applied ensuring similar analysis results.
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The methodology should take into account issuers’ industry specifics, as the same financial
statements items may have different implications depending on the sector. It is also important
to assess sector specific indicators, such as production volume, production cost per ton, ARPUS,
etc.).

The indicator is determined in points by comparing two parameters listed in Table 25, and then
it is adjusted by a multiplier below.

Table 27. Adjustment multiplier
Option Multiplier

The methodology in question is applied (schedule of limits and credit opinion on the issuer is x1.00
available; the minutes of the collective body that makes risk management decisions contain
relevant confirmations).

The methodology in question is partially observed (either a schedule of limits, or a credit x0.75
opinion regarding the issuer was provided; a confirmation is available/unavailable in the
minutes of the collective body in charge of risk management decisions).

It is impossible to establish whether or not the methodology is applied (respective documents x0.50
are not available at the time of the rating meeting, or access to such documents is denied).

Source: ACRA
Table 28. RMS2. Credit risk of specific issuers

Option Score

There is a dedicated credit risk methodology or a respective section in the main credit risk methodology 100
for non-financial issuers. ’
There is an official ban on transactions in financial instruments issued by specific corporate issuers. 0.50
Only ratings assigned by rating agencies are used. 0.25
There is no information on the procedure established to include specific issuers into the schedule of 0.00
limits or a rated entity refused to present such schedule. '

Source: ACRA

Table 29. List of specific corporate issuers

Mortgage agents and mortgage participation certificates

Lease companies

Insurance companies

SPVs

Infrastructure projects

Source: ACRA

Each type of specific corporate issuer indicated in Table 29 is assigned a relevant score from
Table 28.

5 Average Revenue Per User (the most important indicator in the telecom industry).
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As ACRA experts take into account all confirmed facts and documents, multiple options are

possible, so that the total score may vary from 0 to 5.

Table 30. RMS3. Methodology for determining and managing credit risk of constituent entities and

municipalities of the Russian Federation

Yes
. High 45 5.0
O Medium 3.5 4.0
o E Low 2.5 3.0
Use qf ratings assigned by rating 15
agencies
Not available or access denied 1.0

Source: ACRA

Functionality of the methodology in question can be assessed expertly using the Checklist in

Table 31.
Table 31. Checklist
Factor

Analysis of budget and debt load figures: revenue,
expenditures, and debt (for example, own revenues)

Medium

+/—+ +

High

Analysis of budget and debt load figures: consolidated
indicators of fiscal discipline (for example, own
revenues/debt servicing)

Budget liquidity analysis (for example, rate of use of short-
term lines of credit from banks)

Forecasted trends in the key fiscal and economic indicators

Analysis of municipal entities
(without discounting internal rating and limit with respect
to the constituent entity where that municipality is situated)

Availability of quality assessment indicators (for example,
assessing governor's reputation)

—+ /- +/—+

Methodology is validated and updated on a regular basis.

_+/_ +/_

Credit opinions on issuers mentioned in the schedule of
limits can be provided immediately upon ACRA's request in
the course of the rating process.

Use of external assessments (ratings assigned by credit
rating agencies)

++ /- +/-

Source: ACRA

7 Federal State Statistics Service.
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The functionality of the methodology is assessed as low, if neither of the criteria is met that
would allow assessing it as high or medium.

Taking into account social and economic development factors of the regions involves adding
indicators published by Rosstat to assessments of budget and leverage of the constituent entity
in question or municipality, which may include the following:

e For social factors — average per capita income, unemployment rate, etc,

e For economic factors — volume of domestic goods, retail and wholesale trade turnover
per capita, GRP® per capita, etc.

The indicator is determined by comparing two parameters indicated in Table 30, and then
adjusting by a multiplier from Table 32.

Table 32. Adjustment multipliers

Option Multiplier

The methodology in question is applied (a schedule of limits and a credit opinion on an issuer x1.00
are available; minutes of the collective body that takes risk management decisions contain
relevant confirmations).

The methodology in question is applied partially (either a schedule of limits or a credit opinion x0.75
on an issuer is available; a confirmation is available/unavailable in the minutes of the collective
body in charge of risk management decisions).

It is impossible to establish whether or not the methodology is applied (respective documents x0.50
are not available at the time of the rating meeting, or access to such documents is denied).

Source: ACRA

Table 33. RMS4. Methodology for determining and managing credit risk of credit institutions

No Yes
. High 45 5.0
O Medium 3.5 4.0
= E Low 2.5 3.0
Use qf ratings assigned by rating 15
agencies
Not available or access denied 1.0

Source: ACRA

Functionality of the methodology in question can be assessed expertly using the Checklist in
Table 34.

8 Gross Regional Product.
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Table 34. Checklist
Factor Medium High

Analysis of issuer's financial statements under [FRS

(including notes) and RAS e *

Use of maximum information other than financial
statements

Appropriateness and reasonability of applying a set of
quantity indicators allowing to assess risk-factors: capital —+/- +/—+
adequacy, quality of assets, funding, and liquidity.

Availability and use of the technology enabling to group
RAS financial statements aggregated balance sheet and —+/- +/—+
profit and loss statement

Analysis of financial results structure and dynamics +/—+ +

Analysis of quality of assets, structure and dynamics of
overdue debt by different types of loans, as well as —+/- +/—+
restructured debt level

Analysis of impact of non-financial factors on the credit
institution's credit quality (completeness of analysis of
business  profile, including:  business  reputation, —+/- +/—+
shareholders composition, key clients, brand, geographical
footprint, business diversification, etc.)

Liquidity position assessment with respect to different time

+/—+ +
horizons and using standard liquidity ratios 4

Methodology is validated and updated on a regular basis. —+/- +/-

Credit opinions on issuers mentioned in the schedule of
limits can be provided immediately upon ACRA's request in - —+
the course of the rating process.

Use of external assessments (ratings assigned by credit

. . ++/— +/-
rating agencies)

Source: ACRA

The functionality of the methodology is assessed as low, if neither of the criteria is met that
would allow assessing it as high or medium.

Credit institutions’ specialization shall be taken into account as they have different approaches
to assessing creditworthiness of banks based on their business strategies. In particular, different
approaches are applied to retail, mortgage, corporative lending, and likelihood of state
support.

The indicator is determined by two factors as indicated in Table 33, and then, adjusted by a
multiplier from Table 35.
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Table 35. Adjustment multipliers

Option Multiplier

The methodology in question is applied (schedule of limits and credit opinion on the issuer is x1.00
available; the minutes of the collective body that makes risk management decisions contain
relevant confirmations).

The methodology in question is partially observed (either a schedule of limits, or a credit x0.75
opinion regarding the issuer was provided; a confirmation is available/unavailable in the
minutes of the collective body in charge of risk management decisions).

It is impossible to establish whether or not the methodology is applied (respective documents x0.50
are not available at the time of the rating meeting, or access to such documents is denied).

Source: ACRA

Table 36. RMS5. Methodology for determining and managing market risk of an equity and currency assets
portfolio

No Yes
I High 40 5.0
S Medium 3.0 3.5
Low 1.5 2.0

Not available or access denied 1.0 -

Source: ACRA

Functionality of the methodology in question can be assessed expertly using the Checklist from
Table 37.

Table 37. Checklist

Factor Medium High

Analysis of maximum market risk amount (options: use of VaR® to
assess the risk of change in the total equity portfolio value, parametric
analysis using covariation matrix, historic simulation, Monte Carlo
stochastic simulation); applying a “proxy” method is possible if +/—+ +
significant correlations are identified share prices of companies from
specific sectors of the economy and stock market sector indexes.

Parameters of VaR methodology (confidence interval used in the
research shall be at least 95%, and forecast periods used in the —+/- +/—+
simulation shall include intervals that are one month long or shorter)

Use of stress testing (methodology for assessment of equity portfolio
in cases, similar to a crisis: for instance, “expected shortfall” or CVaR - —+
assessing the tail of distribution to study its expected value)

9 Value-at-Risk — value at risk; methodology elaborated by J.P. Morgan in the RiskMetrics system.
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Factor Medium High

Analysis of the total stock market volatility (volatility control: for

example, using Russian volatility index RTSVX'0) /- o+

Description of stop signals for portfolio managers (comparing current
VaR value with the value as specified in the methodology: as soon as
VaR value approaches — for example, if it is above 5% — the specified - —+
figure, RMS informs portfolio managers of a “yellow zone" situation,
and the target value is reached — of a “red zone" situation)

Methodology is updated on a regular basis -t/ +/—+

Opinions on market risk of equity portfolio can be provided
immediately upon ACRA’s request in the course of assigning / - —+
updating AMC reliability rating.

Using “expected loss” approach as the basis of methodology (expected
value of arandom risk value) or VaR approach for the total equity portfolio +— -
without taking into consideration internal dependences and correlations.

Source: ACRA

The functionality of the methodology is assessed as low, if neither of the criteria is met that
would allow assessing it as high or medium.

Back-testing and validation of the discussed methodology are essential prerequisites to
confirm the relevance of its application.

The indicator is determined by two factors as indicated in Table 36, and then, adjusted by a
multiplier from Table 38.

Table 38. Adjustment multipliers

Option Multiplier

The methodology in question is applied (schedule of limits and credit opinion on the issuer x1.0
is available; the minutes of the collective body that makes risk management decisions contain
relevant confirmations).

It is impossible to establish whether or not the methodology is applied (respective documents x0.5
are not available at the time of the rating meeting, or access to such documents is denied).

Source: ACRA

Table 39. RMS6. Methodology for determining and managing market and other risks of derivatives
portfolio

A respective document allowing for risk identification and setting limits is available 5
There is a ban on transactions with specified financial instruments 3
The document is available but it is perfunctory 2
No document is available, or access denied 1

Source: ACRA

10 http://moex.com/ru/index/rtsvx
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If an AMC provides derivative transaction services, it shall present its methodology regarding
control of respective risks that may be a part of the methodology for determining and
managing market risk of the equity portfolio. The methodology shall include maximum
volatility of a derivatives portfolio calculated through VaR or key indicators of derivatives
sensitivity (“Greeks”). Availability of the following factors affecting market risk value in a
derivatives portfolio shall be analyzed:

e Maximum directional (other than risk-neutral) position of the derivatives portfolio that
is part of pension savings means a position that AMC can have within a business day
and as at the end of a business day;

e Maximum rate of change in the derivatives portfolio delta (delta exceeding gamma) at
the end of a business day;

e Application of statical or dynamic hedging.

|dentification and management of credit risks taken by counterparties in derivative transactions
represent an important element of risk culture observed when dealing with derivative financial
instruments. In addition, if a substantial amount of deliverable FX and other derivative
transactions is available providing for no set-off of claims (which is particularly true for making
transaction with no involvement of central counterparty), AMC shall identify and manage
settlement risks.

The indicator shall be adjusted by a multiplier as specified in Table 41 in accordance with the
expert opinion formed at the rating meeting.

Table 40. Adjustment multipliers

Option Multiplier

The methodology in question is applied (schedule of limits and credit opinion on the issuer x1.0
is available; the minutes of the collective body that makes risk management decisions contain
relevant confirmations).

Itis impossible to establish whether or not the methodology is applied (respective documents x0.5
are not available at the time of the rating meeting, or access to such documents is denied).

Source: ACRA

Table 41. RMS7. Methodology for determining and managing interest rate risk of a portfolio of bonds

No Yes
g High 4.0 5.0
: Medium 3.0 35
Low 1.5 2.0
Not available or access denied 1.0 -
Source: ACRA
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Functionality of the methodology in question may be assessed expertly using the Checklist in
Table 42.
Table 42. Checklist

Factor Medium High

Analysis in accordance with different stress scenarios (applying

modified duration to the entire bonds portfolio for stress-scenarios) +/—+ +
Analysis of the maximum interest rate risk amount (application of VaR
methodology, please see RMS5) —+/- +/—+
Analysis of interest rate change (applying methods of studying potential
changes of the key interest rate established by the Bank of Russia: for

- —+

example using zero coupon yield curve of Russian Federation
Government Bonds)

Applicability in specific cases (the methodology describes and can be
applied to assess interest risk of floating rate notes and/or “club” issues
of bonds, i.e. bonds fully placed within a small circle of investors, which —+/- +/—+
are held in portfolios until redemption, if any such bonds are available
in the portfolios).

Using a single stress scenario based on expert opinion of AMC's risk
manager as the basis for methodology (for instance, what are the o -
implications for a bond portfolio if interest rates change by 3%)

Methodology is updated on a regular basis —+/- +/—+

Opinions on interest rate risk in a bond portfolio can be provided
immediately upon ACRA'’s request in the course of the rating process.

Source: ACRA

The functionality of the methodology is assessed as low, if neither of the criteria is met that
would allow assessing it as high or medium.

Back-testing and validation of the discussed methodology are essential prerequisites to
confirm the relevance of its application.

The indicator is determined by two factors as indicated in Table 41, and then, adjusted by a
multiplier from Table 43.

Table 43. Adjustment multipliers

Option Multiplier

The methodology in question is applied (schedule of limits and credit opinion on the issuer is x1.0
available; the minutes of the collective body that makes risk management decisions contain
relevant confirmations).

It is impossible to establish whether or not the methodology is applied (respective documents x0.5
are not available at the time of the rating meeting, or access to such documents is denied).

Source: ACRA

February 17, 2022 Methodology for Credit Ratings Assignment to Management Companies Under the Page | 35
National Scale for the Russian Federation



Table 44. RMS8. Methodology for determining market liquidity risk of financial instruments

High 5.0
Medium 3.6
Low 2.3
The document is not available or access denied. 1.0

Source: ACRA

Functionality of the methodology in question can be assessed expertly using the Checklist in
Table 45.

Table 45. Checklist
Factor Low Medium High

Application scope (the methodology covers all financial
instruments held in trustors’ portfolios: shares, bonds, +/- + +
Eurobonds, units in PIFs)

Quantitative analysis (key factors of the methodology are
quantitative indicators: capitalization, quotation list,
amount of securities issued, free-float figures, turn over,
credit spread, etc.)

Using expert opinion of AMC's portfolio manager and/or
risk manager as well as opinion of an expert group (expert + - -
classification by liquidity)

Methodology is updated on a regular basis - +/- +

Source: ACRA

The resulting indicator shall be adjusted by a multiplier specified in Table 46 in accordance with
expert opinion formed in the course of on-site audit.

Table 46. Adjustment multipliers

Option Multiplier

The methodology in question is applied (schedule of limits and credit opinion on the issuer is x1.0
available; the minutes of the collective body that makes risk management decisions contain
relevant confirmations).

It is impossible to establish whether or not the methodology is applied (respective documents x0.5
are not available at the time of the rating meeting, or access to such documents is denied).

Source: ACRA
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Table 47. RMS9. Methodology for determining and managing operational, legal, and reputational risks

No For less than a For more than a
year year
- High 40 45 5.0
B Medium 2.5 3.0 3.5
Low 1.5 2.0 2.5
The docu.ment is 'not available or 10 10 15
access to it was denied.

Source: ACRA

Functionality of the methodology in question can be assessed expertly using the Checklist in

Table 48.

Table 48. Checklist

Factor

processes and divisions generating operational risks)

Application scope (the methodology covers all AMC's business

Medium

+/—+

High

Classification (the methodology contains a detailed classification of
operational risks by types, classes, etc, legal and reputational risks
typical for AMC's activities)

+/—+

Management methods (the methodology describes the toolkit for
managing respective types of risk including application guidelines)

+/—+

Risk map (a document describing risk amounts and materialization
probability with breakdown, for instance, by AMC's departments; it is
prepared on a regular basis and shall be part of reporting submitted to
company’'s management)

_+/_

+/—+

Quantitative methods (approaches allow to “digitalize” opinions, or
other methods that enable obtaining quantitative data on operational
risks: frequency of occurrence, potential damage, etc.)

Formal approach (operational, legal, and reputational risks are taken
into account without further analysis as it is impossible to make
quantitative assessment thereof)

Methodology is updated on a regular basis

_+/_

+/—+

Opinion on operating risks of AMC's activities can be provided
immediately upon ACRA’s request in the course of the rating process.

Source: ACRA

The functionality of the methodology is assessed as low, if neither of the criteria is met that

would allow assessing it as high or medium.

Database of respective risks is a gauge of significance of the above risk types for AMC. Database
creation date is the evidence of the maturity level of AMC's risk management system.
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The reports of AMC's internal controller prepared in accordance with the Russian legislation do
not constitute reporting on operational, legal, and reputational risks.

The indicator shall be determined by two factors in Table 47, and then, adjusted by a multiplier
from Table 49.

Table 49. Adjustment multipliers

Option Multiplier

The methodology in question is applied (schedule of limits and credit opinion on the issuer is x1.00
available; the minutes of the collective body that makes risk management decisions contain
relevant confirmations).

The methodology in question is partially observed (either a schedule of limits, or a credit x0.75
opinion regarding the issuer was provided; a confirmation is available/unavailable in the
minutes of the collective body in charge of risk management decisions).

It is impossible to establish whether or not the methodology is applied (respective documents x0.50
are not available at the time of the rating meeting, or access to such documents is denied).

Source: ACRA

Table 50. RMS10. Verification of methods are built in in client portfolios, which are aimed at determining
and managing credit risks

Option Score

Methods for determining respective credit risks and management thereof are available in all 5
client portfolios for all financial instruments.

Methods for determining respective credit risks and management thereof are not available in 4
at least one client portfolio with respect to no more than 1% of financial instruments.

Methods for determining respective credit risks and management thereof are not available in 3
at least one client portfolio with respect to 1-5% of financial instruments.

Methods for determining respective credit risks and management thereof are not available in
at least one client portfolio with respect to 5-15% of financial instruments.

Methods for determining respective credit risks and management thereof are not available in 1
at least one client portfolio with respect to more than 15% of financial instruments.

Source: ACRA

Verifying availability of methods in client portfolios for determining and managing credit risks
allows identifying gaps in the risk management system of an AMC.

A client portfolio means a securities portfolio of the 10 largest investors.

Table 51. RMS14. Limits on counterparties in OTC transactions

Option Y o] ]

Methodology for setting limits on counterparties when making OTC transactions was 5
presented; it allows for due identification of risks and setting of limits; schedule of limits by
counterparties was also presented.

There is a (formalized) ban at the AMC to perform OTC transactions. 3
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A schedule of limits by counterparties is only available; limits are set based on expert opinions.

Other 1

Source: ACRA

OTC transactions allow an AMC to sell large blocks of securities without substantially affecting
market prices. After amendments to the Bank of Russia's Regulation No.451-P dated 25.12.2014
(as amended on 27.05.2016) become effective, pension savings may be used in OTC
transactions. Such transactions include securities purchased "' by AMCs in IPOs'? as well as
those sold in order to eliminate violations' relating to composition and/or structure of pension
savings portfolios.

Table 52. RMS12. Frequency of review of internal ratings and limits

Option Score

Internal ratings and limits shall be reviewed by taking into consideration types of financial 5
statements:

e for issuers/counterparties keeping accounting records under IFRS or US GAAP:
depending on the frequency of publication;

o forissuers/counterparties keeping accounting records in accordance with RAS only: at
least once per quarter.

Additionally, a dedicated responsible officer shall regularly monitor if companies are
mentioned in the news.

Internal ratings and limits are reviewed by taking into account types of reporting and credit 4
quality of issuers/counterparties:

e for issuers/counterparties with the highest internal rating levels: at least once every
six months or in line with the issue frequency of IFRS or US GAAP financial statements;

o for other issuers/counterparties: at least once per quarter or in line with the issue
frequency of IFRS or US GAAP financial statements.

Additionally, a dedicated responsible officer shall regularly monitor if companies are
mentioned in the news.

Internal ratings and limits are reviewed taking into account the type of financial statements: 3

e for IFRS or US GAAP: depending on issue frequency and issuer’s credit quality;
e forissuers/counterparties keeping accounting records in accordance with RAS only:
at least once every six months.

Additionally, a dedicated responsible officer shall regularly monitor if companies are
mentioned in the news.

Internal ratings and limits are reviewed at least every year. 2
Other 1

Source: ACRA

1 Cl. 1.1.2 of Bank of Russia Regulation No0.451-P dated 25.12.2014 (as amended on 27.05.2016).
12 nitial Public Offering of securities.

13 Cl. 1.1.6 of Bank of Russia Regulation No.451-P dated 25.12.2014 (as amended on 27.05.2016).
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The frequency of review of internal ratings and limits by an AMC is confirmed by multiple
schedules of limits approved by relevant resolutions of the collective body responsible for risk
management decisions.

Table 53. RMS13. Identifying and setting limits as per a group of related entities

Option Score
The schedule of limits specifies limits per a group of related entities, which is regularly updated 5
(the concentration risk is taken into account).

The schedule of limits contains a list of groups of related entities. 3
No groups of related entities are specified in the schedule of limits. 1

Source: ACRA

A group of related entities is a group of legal entities (issuers) that are part of a single financial
and industrial or banking group/holding, where one or more legal entities may influence
decisions taken by management bodies of the other legal entity as well as perform other
actions affecting activities of such entity.

5.5. Client service

Client service assessment allows the Agency to come to a conclusion on the quality and
convenience of services provided to investors.

Table 54. CS1. Information disclosure

Performance (key metrics) 1
Strategy 1
Board of directors and management team 1
Investment team 1
In-house analytics 1

Source: ACRA

As ACRA experts take into account all confirmed facts and documents, multiple options are
possible, so that the total score may vary from 0 to 5.

Table 55. CS2. Possibility of client risk profile assessment online

Risk profile may be assessed online (term, estimated yield, KYC?) 1
A flexible financial plan may be drawn up online (robo-advising) 1
A client may choose an investment strategy online 0-1

Source: ACRA

4 Know Your Customer
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The client's online choice of investment strategies depends on the number of strategies, taking
into account differences allowing distinguishing such strategies.

Table 56.1. Client's choice of investment strategies online

Less than 3 options 0.00
3 options 0.50
4-5 options 0.75
More than 5 options 1.00

Source: ACRA

The value of the “Client's choice of investment strategies online” factor can vary from 0 to 3 by
addition. This score is further normalized in accordance with Table 56.2 in order to get the value
from 1 to 5.

Table 56.2. Correlation between assessments in Tables 55, 56.1 and the score

o10.0801.0 1
or1.0a015 2
ot 1.5020 3
or20a025 4
or2.58030 5

Table 57. CS3. Personal account, mobile application

Access to data on client portfolio yields and risks 1.0
Financial plan monitoring capability 1.0
Yield calculator for financial instruments selected 0.5
Online advisor / personal manager 1.0
Personalized recommendations/ outlooks 1.0
Personalized financial newsfeed allowing a client to take informed decisions 0.5

Source: ACRA

As ACRA experts take into account all confirmed facts and documents, multiple options are
possible, so that the total score may vary from 0 to 5.
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Table 58. CS4. Online purchase of financial instruments

Option Score
Each client may purchase online units in investment funds, open SIAs® or acquire other 166
financial products '
Each client may open deposit accounts with partner banks or get higher interest rate on new 166
deposit accounts '
Each client may purchase insurance products from partner insurers 1.66

Source: ACRA

As ACRA experts take into account all confirmed facts and documents, multiple options are
possible, so that the total score may vary from 0 to 5.

Table 59. CS5. Client reports

SMS-messaging 1
Yield-to-date 1
Alternative investment yields 1
Client portfolio credit risks (credit ratings) 1
Other financial risks (as percentages or absolute values) 1

Source: ACRA

As ACRA experts take into account all confirmed facts and documents, multiple options are
possible, so that the total score may vary from 0 to 5.

Table 60. CS6. Investment declaration

Target/estimated yields are determined for clients 0.5
Benchmark yield is established 1.0
Client risk appetite is established (as portfolio percentages or absolute values) 0.5
Financial instruments are allocated thoroughly in each client portfolio 1.0
Minimum credit quality criteria are established for financial instruments 1.0
Maximum duration is established for debt instruments in each client portfolio 1.0

Source: ACRA

As ACRA experts take into account all confirmed facts and documents, multiple options are
possible, so that the total score may vary from 0 to 5.

> Segregated investment account
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6 Key metrics used in the analysis
Calculation formula for ROE of an AMC:

i=1 (N1 — ciiy)
i=1(Cap; — cc; — d;)

R. =

where:

R. — return on equity;

{ — ith year, i.e. the current year minus two years (for example, 2014 for 2016);

NI; — net income under IFRS for an ith year;

cii; — net income adjusted by ACRA by irregular revenues/expenses as at ith year;
Cap; — equity under IFRS as at ith year;

cci — equity adjusted by ACRA by impairment as at ith year;

d; — dividends paid in an ith year.

Calculation formula for Doubtful Assets Ratio (DAR) of an AMC:

DAR — doubtful assets — adjustments by ACRA
B AMC's equity

Calculation formula for Cost/Income Ratio:

Costs
Income — Adjustments by ACRA

Cost/Income =

Calculation formula for equity to accepted obligations ratio:

Equity

Equity/Obligati =
quity/Obligations Unconditional obligations — Guarantees by AMC owner

Calculation formula for Compound Annual Growth Rate (CAGR), or compound annual growth
rate of corresponding indicators for the last three years:

v, L
CAGR = (V—n)n -1,
1
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where:

Vi — value (amount of assets or operating revenues) as at the last year of the period;

V1 — value as at the first year of the period;

n — number of years in the period under consideration.

Calculation formula for the ratio of business diversification:

HHI =Y, S?,

where S;i is the share of a single class of assets under management.

Asset classes include:

units in open and interval mutual funds;

units in closed-end mutual funds, including real estate closed-end mutual funds;
pension reserves managed by non-government pension funds;
pension savings managed by non-government pension funds;
pension savings of the Pension Fund of Russia;

reserves of insurance companies;

capital of endowment funds or special equity funds;

compensation reserves of self-regulated organizations;

assets of military mortgage;

funds of corporate clients held on segregated investment accounts;
funds of individuals held on segregated investment accounts;

other assets.
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7 Weights of factors/groups of factors

Groups of factors used in this methodology, the total weight of which is 100%, are shown in

bold.

Table 61. Weights of factors used in the analysis

Factor/group of factors Weight

Financial indicators 20%
Relation between equity and ROE 3.6%
Quality of assets invested in by an AMC 3.2%
Cost-to-income ratio 3.6%
Change in assets to operating income ratio 3.2%
Market share 3.2%
Business diversification 3.2%
Business profile 22.5%
Corporate brand 4.0%
Development strategy 4.0%
Ownership structure 4.0%
Stability of client base 4.0%
Experience and qualification of investment team 4.0%
Sales channels 2.5%
Business processes 22.5%
Assets management strategy 3.3%
Risk management strategy 3.3%
Client strategy 3.0%
Dealing with schedule of limits violations 2.9%
Role and scope of risk management service 2.9%
IT infrastructure 2.9%
Business continuity 2.1%
Action plan in case of issuer's default 2.1%
Risk management system 27.5%
Managing credit risk of corporate issuers from non-financial sector 2.7%
Credit risk of specific corporate issuers 1.9%
Managing credit risk of constituent entities and municipal authorities of the Russian Federation 2.7%
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Factor/group of factors Weight

Managing credit risk of credit institutions 2.7%
Managing market risk of portfolio of shares or foreign currency assets 1.9%
Managing market risk of derivative financial instruments 1.9%
Managing market (interest rate) risk of bonds portfolio 2.7%
Managing market liquidity risk of financial instruments 2.7%
Operational risk management 1.4%
Verification of trustors’ portfolios’ compliance with AMC methodology 3.0%
Setting limits for OTC transactions 1.3%
Frequency of reviewing internal ratings and limits 1.3%
Identification and frequency of setting limits for groups of related entities 1.3%
Client service 7.5%
Information disclosure 1.2%
Client risk profile assessment 1.2%
Personal account, mobile application 1.3%
Online purchase of financial instruments 1.3%
Client reports 1.3%
Investment declaration 1.2%
Source: ACRA
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Disclaimer

(C) 2022

Analytical Credit Rating Agency (Joint-Stock Company), ACRA (JSC)
75, Sadovnicheskaya embankment, Moscow, Russia
www.acra-ratings.com

The Analytical Credit Rating Agency (ACRA) was founded in 2015, with its 27 shareholders representing major Russian corporate and
financial institutions and its authorized capital exceeding RUB 3 bin. 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 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 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 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 legislation of the Russian Federation.
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