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Joint-Stock Company ‘National Company
‘Kazakhstan Temir Zholy’ — the largest vertically-
integrated holding company in the Republic of
Kazakhstan with assets of more than 13.5 billion
U.S. dollars.
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We meet the requirements of the economy and the
population for transportation services, are
1mplementing major infrastructure projects,
manufacture railway engineering products and are |
creating the transport and logistics system in
Kazakhstan. il

:
Our business$ units form the ‘core’ of an integrated §
transport,process, connecting shippers from I
¥“as well as Europe and Asia, with all
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Connecting

Thanks to efficient logistics, the
container train times from China
to Europe via Kazakhstan have
been reduced to 13 days.
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Connecting

on the
rallway...

Fourteen regular transit container Containers are transported
shuttle trains currently operate on high-speed container trains,
o 70 . g between Europe and Asia. according to a strict schedule, using =
We operate a mainline railway network stretching g { er . the clectRomoipiotes= HotD USRI z
. o | Y% .
14,800 km. We also manage a seaport, 11 airports i | documerite withia i I
. ) ¢ ; 1 997 km per day, and in some sections =
Kazakhstan, a Special Economic Zone: ‘Khorgosii gstern | —up to 1,100 km a day. 5.
. o - ®
Gates’ and the ‘Khorgos’ International Centre folgoundary 1 &
. o . . <
Cooperation. We plan to create a network o l egippal logisti q s
o . ye
centres, connecting Kazakhstan with the warld’sfleading E e e E
transport ‘hubs’. At g
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I increase in the average service
speed of freight traffic
(up to 42.83 km/h)

freight
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Connecting

AS9rems

The completion of three terminals in A dry-cargo marine company has been
2014 will increase the volume of created and two dry cargo vessels
transshipment in the port of Aktau with a deadweight of
from 16.5 to 19 million tonnes. 5,000 tonnes have been purchased —
‘Turkestan’ and ‘Becket-Ata’. The
Kazakhstani dry cargo carriers allow
the implementation of the ‘own
cargo — own port — own fleet’ model.
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Connecting

through airports...

The implementation of the strategy Th‘ﬁness model for man

We have developed a strategy for the development of has provided for an increase in the ~ the network of airports is
X . . . number of subsidised regular flights generating net income, incr
11 air ports, together with a detailed Study of the financial in the airports of Kokshetau and revenues from non-aviation
. . . ] 0, 3 3 -
performance and complex interaction of airports and the fvit}fpvi‘}’}i‘;‘}’lsfnf;‘;fsZﬁ‘;é’viiﬁ:;by Dy A0y e s
multimodal company. The results of this identified a need for 150 million tenge per year.

egional airports in terms of transport and logistics solutions.
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expected growth of passenger and
cargo traffic in managed airports
in 2014
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A robust

and growing business

JSC ‘National Company
‘Kazakhstan Temir Zholy’ (KTZ)
is a vertically integrated
transport holding company,
comprised of business units that
together deliver an integrated
transport process.

Mission

As the mainstay of our country’s transport
infrastructure, we ensure that an adequate transport
foundation is provided for sustainable economic growth.
We create value for shareholders, customers and society
as a whole, by providing quality and competitive
transport and logistics services for the transportation of
people and goods as well as providing mainline railway
network services.

Vision
We see ourselves as Kazakhstan’s highly effective
national transport corporation, which complies with

international best business practice and meets the
requirements of the Sole Shareholder.

873.5 bn tenge

revenue from main activities — 8.6% increase

115.6 bn tenge

net income

Trucking

KTZ is authorised by the President and the
Government of the country to create a
transport and logistics operator of the
international level. Last year, such an

operator — JSC ‘KTZ Express’— began its work.

Today, the Aktau seaport, four airports and seven more
airports pending, SEZ ‘Eastern Gates — Khorgos’ and
ICBC ‘Khorgos’ are under the management of KTZ and
‘KTZ Express’.

Kazakhstan temir zholy offers Kazakhstan logistics
products using the capabilities and potential of all these
links in the transportation chain. This results in the
development of the rail network, as well as sea and air
corridors at the same time.

231.2 bn t-km

Much attention is paid to the organisation of
container transportation. As a result of active
work on promotion of services, 14 regular
container shuttle trains are currently in
transit between Europe and Asia.

The container train ‘Chongqing — Duisburg’ operates one
day a week. The advantage of this project is completion of
an integrated waybill CIM/SMGS which reduces the
clearance of containers at the border with the EU. 7830
TEU in the composition of 89 trains has passed through
the Chongqing — Duisburg route.

The volume of China Post — Europe containerised cargo in

2013 grew by 84%

tariff freight turnover

The Company carries about 43 O/O

of the country’s total goods

Key facts from the Company’s history

Construction of Continuation of the Creation of the

Trans-Siberian Railway construction of the 1,444 km largest railway in
1896 passing through the @ Turkestan — Siberian Railway @ the USSR Kazakh

territory of Kazakhstan. (Turksib). Railways.

compared to 2012 (from 3,572 to 6,568 TEU)

Creation of the Republican
State Enterprise
‘Kazakhstan Temir Joly’ by

merging Almaty, Tselinnyi and
West Kazakhstan railways.

o)

Creation of
JSC ‘National Company’
Kazakhstan Temir Joly

‘Ulttyk Kompaniyasy.’
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Innovation
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Since 2009 KTZ has made a significant
contribution to the development of
Kazakhstan’s strategic industries: heavy
machinery, units and parts for railway rolling
stock.

In general, the Company oversees and implements the
14 projects of the State Program of Forced Industrial-
Innovative Development (SPFIIMED).
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Chairman’s statement

Chairman of the Board of Directors
JSC ‘National Company ‘Kazakhstan Temir Zholy’
N. Baidauletov

‘K'TZ continues

to successfully manage

the industrial and financial
operations of the railway,
accomplishing several
Innovative engineering

projects’

Dear colleagues, partners and
clients

An ambitious national project: Kazakhstan — New Silk
Road — was launched in 2013, aimed at both reviving
Kazakhstan’s historic role and transforming the country
into the biggest transit hub in the Central Asian region.
JSC ‘National Company ‘Kazakhstan Temir Zholy’ (KTZ)
is playing a key role in helping to achieve this strategic
goal.

In 2013, under the provisions of its new business model,
the Company launched transport system development
projects in aviation, on land and on sea, as well as within
the free economic zones. These are designed to ensure the
establishment and the effective operation of the most
technological, customer-oriented transport and logistics
system on the continent. The results for 2013 already
demonstrate the feasibility of achieving this goal.

KT7Z’s international customers have already experienced
the geopolitical benefits of transit through Kazakhstan.
Our country is not only interested in the development of
the transport and logistics infrastructure, but also in
creating opportunities for efficient international trade.
The transit potential is regarded both as the country’s
‘point of economic growth’ and the driver for improving its
competitiveness.

However, railway transportation — very much our
Company’s traditional pursuit — has not been forgotten.
KTZ continues to successfully manage the industrial and
financial operations of the railway, accomplishing several
innovative engineering projects. The Company’s social
function, as the largest employer and taxpayer in the
country, has also being successfully fulfilled.

Clear examples of this are presented in the facts and
figures of this Annual Report. The results for KTZ’s
operations over the past year are confirmation that the
new goals and objectives for 2014 and subsequent years
will be adequately met.

Chairman of the Board of Directors
JSC ‘National Company ‘Kazakhstan Temir Zholy’
N. Baidauletov
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Strategy

By the resolution of KTZ’s Board of Directors, on
7 May 2010, the KTZ Development Strategy was
approved up to 2020.

KTZ’s main objective is to maximise the total
shareholder capital: this being the indicator for
satisfying the Sole Shareholder’s requirements and
evaluating the performance efficiency of KTZ'’s
management.

This goal will be achieved through profitability (net
profit) growth.

All strategic and medium-term operations of KTZ will
focus on maximising the total shareholder capital
through increasing profitability (net profit).

1. Improving the efficiency of KTZ’s production
and economic activity.

In order to increase total shareholder capital, the
Company will transition from a cost-orientated
corporate culture to a culture aimed at maximising
the efficiency of the resources and processes involved.

In addition, to ensure current operating stability as
well as to improve the competitiveness of provided
services, measures will be taken within KTZ to reduce
production and administrative costs.

2. Maintaining leading positions in the freight
transportation market

In order to ensure the expected revenue growth in the
freight transportation market, KTZ must implement a
customer-centric approach in the provision of
transport services.

3. Development of an effective portfolio and
production assets structure

The Government’s intent to liberalise the railway
industry and the institutional changes related to this
will have an impact on the structure of KTZ, because of
its manufacturing role within the economy. With this in
mind, KTZ has planned the restructure of its asset
portfolio, which will provide for the creation of an
optimal structure, based on corporate and industry
interests. It will focus resources on core activities and
promoting the development of an industrial engineering
and repair base.

Along with the transformation of the financial assets
structure, the optimisation changes will also affect
production assets. There will be a major renewal and
modernisation of KTZ’s fixed assets, which will form
part of an industry-wide investment programme.

4. Improvement of governance

Measures taken to improve the governance of KTZ will
affect the administrative aspects of operations. To
ensure greater transparency in governance, increase
levels of responsibility, qualifications, accountability
and efficiency within KTZ, a process approach to
management will be implemented.

Successful implementation of this strategy will allow
KTZ to be transformed into a highly-efficient
commercial organisation that provides high quality
transportation services at low cost.
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2013 RESULTS

Key production and financial indicators of
JSC ‘NC ‘KTZ’ Group of Companies

Freight transported
including route types, thous. tonnes

Passenger turnover
million p-km

Net income (loss)
thous. tenge

Income from operating activity
thous. tenge

2013

actual

Juawrdo[aAdp d[qeure)sng

2011 2011 2011 2011

actual actual 14,649 actual 702,740,094 actual 122,886,900
2012 2012 2012 2012

actual actual 16,708 actual 804,458,656 actual 117,772,108
oot oot 16,917 oot 870,254,412 oot 113,599,394

2013 2013 2013 .
actual 16,962 ctus] 873,565,703 cbunl 115,627,571

0 50,000 100,000 150,000 200,000 250,000 300,000

) ) Item Unit of 2011 2012 2013 2013
M vomestic [l toport [ Bxport [l vansie measurement actual actual planned actual
- 5
Lo Unit of AU AAlbS AN PO Gross income thous. tenge 232,459,832 255,100,643 275,427,772 296,703,622 =
measurement actual actual planned actual S
Y
(=gl
. L e
Freight handling thous. tonnes 248,847 257,846 253,079 255,232 Financing income thous. tenge 4,637,732 4,353,838 4,528,604 5,703,644 “g
2
Tariff freight turnover million t-km 223,583 235,845 230,912 231,248 Other income thous. tenge 4,293,372 5,661,151 3,004,958 3,815,236 E
g
including route types: " . &
General and administrative  gpoug tenge 62,107,061 79,619,964 91,490,305 94,155,179 8
Domestic million t-km 88,405 91,685 91,065 87,778 p
Export million t-km 90,029 95,277 90,379 93,200 Distribution costs thous. tenge 159,971 193,391 220,028 154,403
Import million t-km 19,708 21,668 20,015 22,817
Impairment of fixed assets thous. tenge 903,059 101,945 1,523,433
Transit million t-km 25,441 27,216 29,453 27,454 =
5
. . )
Average hauling distance Financial expenses thous. tenge 19,022,743 30,024,236 42,294,899 37,811,417 2
of one tonne of freight km 800 800 803 788 (interest on loans) & e e T T 2
Including route types: Other expenses thous. tenge 323,489 g*
(=gl
3
. =1
Domestic km 595 o78 590 562 Foreign exchange loss thous. tenge 1,541,535 4,109,145 2,028,134 8,012,635 8
=]
(ol
Export km 920 944 915 918 &
P Share of profit/(loss) of
Import km 1.099 1.154 1.135 1.159 organisations accounted for thous. tenge 69,331 -72,209 35,779 -4,269,149
’ ’ ’ ’ using the equity method
Transit km 1,686 1,674 1,735 1,716
Profit/(loss) before tax thous. tenge 157,724,998 150,994,742 146,640,258 160,296,286
Passengers transported thous. pass. 16,556 19,498 18,996 20,450
Average occupancy pass./car 32 33 81 31 Profit from continuing thous. tenge 125,170,947 119,972,176 146,640,258 121,247,663
operations
S,?ré’ﬁii‘? income tax thous. tenge 32,554,051 31,022,566 31,967,576 39,048,623 Profit/loss from discontinued
p ronltioss trom discontinued 4 us. tenge 1,942,128  -1,109,451 -2,812,097
operations
Cost of sales thous. tenge 470,280,262 549,358,013 594,826,640 576,862,081 Minority interest thous. tenge 341,919 1,090,617 1,073,288 2,807,995
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2013 RESULTS

Tariff freight turnover for 2013 was 231,248 million
t-km, down by 1.9% on 2012. This was due to a decrease
in traffic of all types of goods, with the exception of
construction materials, iron ore and non-ferrous and
ferrous metals.

Freight handling for 2013 was 255,232 thousand
tonnes, down by 1% on 2012. This was due to a reduced
volume of loading of all types of goods, with the exception
of oil cargo, construction and other goods.

Passenger turnover for carriers belonging to the
consolidation of JSC ‘Passenger Transportation’ was
16,962 million pass-km in 2013, 1.5% higher than 2012,
due to an increase in the number of routes serviced by
JSC ‘Passenger Transportation’.

Passengers transported by carriers belonging to the
consolidation of JSC ‘Passenger Transportation’ reached
20,450 thousand people in 2013, 4.9% higher than in
2012.

Average freight service speed in 2013 was 42.83 km/h,
a 2.3% increase on 2012.

Average technical speed for traffic in 2013 was 49.35
km/h, which was 0.7% higher than in 2012, indicating an
increase in hauling speed.

Average car daily capacity was 8,246 tonnes-km net,
up on the 2012 indicator by 9.3% due to an increase in
the average daily freight car mileage of 9.8%.

Average locomotive daily capacity for 2013 was 1,782

thous. tonnes-km gross, up from 2012 by 2.7% and linked
to an increase in the average daily locomotive mileage of
4.5%.

ROACE was 9.7% in 2013. This was down by 1.1% on the
actual ROACE in 2012 due to reduction of net income by
1.8%.

EBITDA margin in 2013 was 33.2%, up 6.7% on 2012,
due to a growth in operating profit of 14.7%.

Operating profitability for 2013 was 1.8%, which is
down on the actual figure of 2012 by 9.3%. This was due
to a decrease in net income of 1.8% and an increase in
ongoing operations expenses of 8.3%.

Operating income in 2013 grew by 8.6%, of which
revenues from freight transportation grew by 8.3%
due to:

+ growth in tariff rates from 1 April 2012 by an average
of 14.9% and from January 2013 by 8.4%;

+ an increase in additional fee rates by an average
of 14.2%.

Revenues from passenger traffic in the year increased
by 15.9% due to a rise in passenger turnover of 1.5% as
well as a 12% rise in tariffs from January 2013.

Operating expenses in comparison to 2012 grew by
6.7% due to rising prices for purchased goods, works and
services, as well as changes in the macroeconomic
indicators and exchange rates.

Subsidies in 2013 increased by 7.8% for JSC ‘Passenger
Transportation’.

Net income relative to 2012, decreased by 2,144 million
(1.8%) in 2013 due to the spending growth rate
outstripping the pace of revenue growth.

KTZ has ratings from three major ratings agencies:
» Standard & Poor’s — BBB-/Stable;
* Fitch Ratings — BBB/Stable;

* Moody’s Investors Service — Baa3/Positive.

Financial ratios of KTZ Group based
on results of 2013

Indicators 2012 2013
Current ratio 0.95 1.09
Coverage ratio 6.00 5.24
Total debt/equity 0.57 0.52
Total debt/EBITDA 2.34 2.42

As of 31 December 2013, all financial ratios of KTZ have
been fulfilled:

Debt/EBITDA ratio was 2.42, an increase on 2012;
attributed to the increasing level of debt outstripping the
growth of income before taxes.

Debt/equity ratio was 0.52, an improvement on 2012; this
was due to growth outstripping the value in equity.

Current ratio was 1.09, an improvement on 2012; this
was due to the rate of reduction in current liabilities
outstripping the decrease in current assets.

Interest coverage ratio was 5.24, which was lower than
that for 2012; a slight decrease due to an overall increase
in interest expenses due to increased debt levels.

Loans

Taking into account more favourable borrowing
conditions, the bulk of KTZ Group’s loan
portfolio is primarily secured on the external
market, from international financial
Institutions and institutional investors, over
long periods, as well as from the domestic
market in the form of concessional loans from
the Sole Shareholder.

In order to implement investment projects, the following
major loans were secured and developed by the KTZ
Group in 2013:

+ 118,346 million tenge, at an annual interest rate of
0.1% for the period until November 2062, from the
National Fund of RK through JSC ‘Samruk-Kazyna’ —
for the construction of the Arkalyk — Shubarkol and
Zhezkazgan-Beineu railway lines;

+ 24,673 million tenge, at an annual interest rate of
0.75% for the period until February 2038, from the
National Fund of RK through JSC ‘Samruk-Kazyna’ —
for the renewal of JSC ‘Passenger Transportation’
passenger coach fleet;

* 51,928 million tenge, at an annual interest rate of 0.1%
for the period until November 2062, from the National
Fund of RK through JSC ‘Samruk-Kazyna’— for the
construction of the Zhezkazgan — Beineu railway line;
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+ 8,166 million tenge, at an annual interest rate of 0.1%
for the period until November 2062, from the National
Fund of RK through JSC ‘Samruk-Kazyna’— for the
construction of Zhezkazgan — Beineu railway line;

+ loan for the purchase of electric locomotives from
HSBC France, under the guarantee of the export credit
agency Coface, France, for 97,104,194.7 euro (19,623
million tenge) at the rate of (CIRR euro+0.75/0.9%) for
a term of ten years. In April 2013, this deal for the loan
from HSBC France, together with HSBC Bank plc. and
HSBC Kazakhstan, was awarded ‘Deal of the Year’ by
the Global Trade Review (London) magazine.

loan for the purchase of 196 units of Evolution Series
locomotives from the Export-Import Bank of the United
States for US$424,856,806 at the rate of CIRR USS for
a term of ten years. This was the first time that this
type of loan had been approved by the US
Export-Import Bank in the Republic of Kazakhstan,
indicating the strength of confidence in the Company;

loan from JSC Development Bank of Kazakhstan for
11,137 million tenge, at 7.6% per annum until 2018, to
refinance the debt to the European Bank for
Reconstruction and Development for the construction
project of the primary infrastructure transport
communication network of JSC Transtelecom.

Taking into account the new loans secured in 2013 and
the repayment of principal debt on existing loans, debts
as of 31 December 2013 amounted to 670,168 million

tenge (according to Consolidated Financial statements).
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15 January The deal on securing a loan from HSBC France in 4 July

. . . . . combination with HSBC Bank plc. and HSBC . .
KTZ passed the certification audit for compliance with T Commemorative plaque opening ceremony

the international standard ISO/IEC 27001:2005. et Desl et the v 5 Gl sl e | Hemiem at the construction site of the plant for the manufacture

(London) magazine. of GEVO locomotive diesel engines in Astana.

15 April 4 August

Agreement signed between KTZ and DP World for In Astana, President Nursultan Nazarbayev presented
co-operation on the management of the Aktau seaport railway workers with keys to new apartments.

and the special economic zone: Khorgos — Eastern Gates.

27 April
Container train consisting of 41 x 40 foot containers was

sent on the Chengdu (PRC) — Lodz (Poland) route through
Kazakhstan.

17 January

Passenger traffic began on Uzen — State Border with
Turkmenistan line.

15 March

KTZ was the winner of the Senim-2012 award for Best
HR project for the System 4-i — Information Incubator
of Innovative Ideas and www.zhastemir.kz corporate
social network.

Presidents Nursultan Nazarbayev and Gurbanguly
Berdimuhamedov opened a direct rail link between the
countries from Bolashak Station (Kazakhstan)

to Serkhetyaka (Turkmenistan).

22 August

Launch of the high-speed Astana — Atyrau — Astana
passenger train, comprised of carriages manufactured
at the Tulpar-Talgo plant.

22 May

KTZ and Estonian company AS Vopak E.O.S. Ltd. signed
a contract for the purchase of 15 TO33A locomotives,
manufactured in Kazakhstan.

25 August

High-speed passenger train No 63/64 Astana —
Semipalatinsk, comprised of carriages manufactured
by Tulpar-Talgo, started running.

23 May 7 September

KTZ hosted the 15th meeting of the Asia — Pacific During the state visit of PRC’s President Xi Jinping to
Regional Assembly of the International Union of Railways. Kazakhstan, the President of JZT Askar Mamin and

8 June Secretary of the Party Committee of Lianyungang City Li

Qiang signed an agreement confirming KTZ’s co-operation
Launch of the new Saraishyk high-speed train and collaboration with the national government of
on the Almaty — Atyrau route. Lianyungang City (PRC).
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14 October

KTZ participated in the China International Logistics
and Transportation Fair in Shenchzhen and signed

a number of agreements with partners from China,
Europe and Russia.

7 November

IT International Transport and Logistics Business forum,
New Silk Road — from China to Europe via Kazakhstan,
was sponspored by KTZ.

20 December

During a nationwide tele-bridge, the moment that the
tracks joined during construction of the Zhezkazgan-
Beyneu and Arkalyk-Shubarkol railway lines was
presented to the President. He also officially named the
first two Kazakhstani dry cargo ships Turkestan and
Becket-ata, purchased by KTZ for its operations, which
will fly the flag of Kazakhstan on the Caspian Sea.
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KAZAKHSTAN — NEW SILK ROAD

Connecting the world

Russia

juowudoaAap d[qeureisng

EU
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Central
Asia

Growth of volume of trade

2013 : 2020
$738 bn $1,200 bn
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2013 2020 .
Bn US dollars Bn US dollars Incre ase 1n traﬁie
China to EU 559.2 800 .
Russia to China 592 200 volumes between China
Turkey to China 25 100 and EU from 117 m tonnes
Russia to Central Asia 35.6 60

Kazakahstan to China 28.5 40 tO 170 m tOIlIleS by 2020
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Message from

the President of KTZ

President of KTZ
A. Mamin

‘The investment programme
in 2013, in addition to the
construction of new lines,
was focused on the renewal
of rolling stock, modernisa-
tion and development of
mainline railway network
facilities, automation of con-
trol systems for industrial
processes and implementa-
tion of transport engineer-
Ing projects.’

Dear stakeholders

The development of the transport and logistics sector is a
strategic direction for the national economic growth
model and forms the basis for Kazakhstan entering the
top 30 developed countries by 2050.

Progressive development of the transport and logistics
infrastructure will give a powerful impetus to the
development of the national economy by creating the
optimal internal transport space, bearing in mind the
regional development and the realisation of the country’s
transit and export potential.

The new geo-economic reality of the 21st century creates
realistic prerequisites for global redistribution of freight
flows and the revival of the demand and importance of
the Eurasian transport system.

In this respect, President N. A. Nazarbayev has initiated
a large-scale project: ‘Kazakhstan — New Silk Road’,
which is operated by KTZ.

Using KTZ as its base, transport and logistics assets and
competencies are being integrated into a single complex.
At the same time, the Company is rapidly creating
conditions for the expansion of a range of competitive
transport and logistics services with high added value,
thus satisfying customer demands to the fullest extent.

Over the last year, the Company has acquired the status
of a marine shipper, at the same time the Aktau Seaport
expansion project is underway. The country’s airport
infrastructure is also being modernised.

To accelerate the development of relevant competences,
strategic alliances with world leaders in the development

and operation of logistics infrastructure are being formed.

Together with strategic partners Zurich Airport
International and Swissport International a management
company by the name of Airport Management Group has
been established. Dubai Port World, a global operator of
port and terminal infrastructure, has been attracted to
develop the SEZ Khorgos — East Gate and to manage the
Aktau Seaport.

In order to promote domestic transport and logistics
services within the country and abroad, a network of
logistic centres and terminals is being formed in the
centres of origin, consolidation and distribution of cargo
flows.

KTZ is actively promoting its services in foreign markets
through the organisation of high-speed transit container
trains running to firm scheduled time slts.

In 2013, container trains on the Chengdu (PRC) —
Dostyk — Lodz (Poland), Zhengzhou (PRC) — Dostyk —
Hamburg (Germany) and Xian (PRC) — Kyzyl-Orda —
Zhem — Aktobe lines equalled the speed record previously
set on the Chongging-Duisburg route — around 1,000 km/
day. Due to efficient logistics, train travel times from
China to Europe through Kazakhstan have now been
reduced to 13 days.

On the whole, 14 regular container trains run on the
territory of Kazakhstan. In 2013, the container train
traffic amounted to 1,653 trains, which is 24% more than
in 2012, thus reaching an intensity of five trains a day. At
the same time, the volume of transport on the China —
Europe tranport link grew by 61% compared with 2012
(from 3,490 to 5,630 TEU).

Security, urgency and safety of cargo delivery requires
adequate development of transportation assets.

The investment programme in 2013, in addition to the
construction of new lines, was focused on the renewal of
rolling stock, modernisation and development of mainline
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railway network facilities, automation of control systems
for industrial processes and implementation of transport
engineering projects.

And, of course, a large contribution to the effectiveness of
the Company is being made by all 160,000 of its
employees, who I would like to thank for their hard work
and commitment to the values of KTZ.

For its part, the Company is creating the conditions for
the professional development of employees and is
providing for their social security. Spending on social
programmes for the group of KTZ companies in 2013
amounted to over 11 billion tenge.

The company continues to implement its housing
programmes: 1,163 apartments were granted to
employees in 2013.

More than 2,000 young workers were trained as part of
the Cmpany’s Youth Policy in 2013.

In the field of healthcare, insurance programs have been
improved and limits have been increased for services, a
Program for the protection employee healthcare has been
developed and approved up to the year of 2020. Medical
trains Densaulyk, Zhardem and Salamatty Kazakstan
continue to provide medical services.

We organise and actively participate in major social and
charity projects.

I would also like to thank our partners and clients for
successfully implemented joint projects. I hope that the
data presented in the annual report will open up new
horizons of cooperation.

A. Mamin
President of KTZ
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Innovation Innovation

The complex of measures being taken for the development The transport and logistics complex is one of the growth For several years, the Company has successfully Carrying out the transfer of production and management
of Republic of Kazakhstan’s transport and logistics drivers for the economy. The average annual GDP growth implemented the programme-speed passenger traffic. In  technologies from global industry leaders, we become
system, the base of which are the operations of KTZ asa  through the activity and development of Kazakhstan’s 2013 237 units of passenger rolling stock were purchased, innovative leaders in the transportation industry in
multi-modal logistics operator, will double transit by transport and logistics industry will be one percentage high-speed trains on two routes ‘Almaty — Atyrau’ and Kazakhstan.
2020, from 18 to 36 million tonnes. point (as estimated by the Institute for Economic ‘Astana — Atyrau’ were created, eight additional trains

Research). were scheduled and frequency of trains plying on three
At the same time, 28,000 new working places will be routes were increased, the work on improvement of the

created. comfort of trains is still taking place.
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Growth of transit benefits

of Kazakhstan

KTZ is the largest holding
company in the Republic of

Kazakhstan with assets of more
than US$13.5 billion.

The Company operates the country’s mainline railway
network, stretching over 14.8 thousand kilometres with
4.2 thousand kilometres of electrified sections. Of these,
around 2,000 kilometres were built by the Company
between 2010 and 2013, significantly improving
Kazakhstan’s transit strengths.

In 2013, the second railway crossing to China opened on
the Altynkol-Khorgos line (293 km); tracks met on the
Kazakhstani-Turkmeni Bolashak-Serhetyaka transit
section of (146 km), with its final destination — the
Persian Gulf region; track laying was completed on the
shortest rail route between the port of Aktau and Dostyk
Station, courtesy of the new Zheskazgan-Beyneu line
(988 km); the shortest route was created for the export
of industrial goods from the Central region of
Kazakhstan to the north of the country and in the
direction of Russia — the Arkalyk-Shubarkol railway line
(214 km).

Thanks to a well-thought-out strategy for infrastructural
development, KTZ allows container trains from China to
Europe to pass through its territory at a speed of around
1,000 km per day, now connecting the most distant
points of the continent in just 13 days.

Since 2009, KTZ has made a significant contribution to
the development of Kazakhstan’s strategic industries:
heavy machinery, production of parts and components
for railway rolling stock.

In Astana, the Company set up JSC Locomotive
Kurastyru Zauyty, which is now manufacturing diesel
locomotives for the domestic and export markets. JSC
Electric Kurastyru Zauyty has released and successfully
conducted performance tests on its first 12 electric
locomotives. Five passenger trains, operating on various
inter-regional lines, have already been formed using cars
manufactured at the Tulpar-Talgo plant.

Through the efforts of KTZ, freight wagons are now
being manufactured in Petropavlovsk and Ekibastuz,
and large-scale car casting manufacturing has been
established in Ust-Kamenogorsk. The GEVO diesel
engine manufacturing plant in Astana and the rail beam

manufacturing plant in Aktobe are currently under
construction. In 2013, the output value of these and
other companies, created with the direct participation of
KTZ was 206 billion tenge: this is 20-fold increase since
2008.

In all, the Company is overseeing and implementing
14 projects under the State Programme of Forced
Industrial-Innovative Development.

In 2012-2013 KTZ was authorised by the President and
the Government of the country to establish a transport
and logistics operator of international standing. Last
year, such an operator — JSC KTZ Express — started
operations.

To date, the Aktau Seaport, four functioning and seven
pipeline airports, SEZ Khorgos — Eastern Gates and
ICBC Khorgos have all been placed under the
management of KTZ and JSC KTZ Express. KTZ is able
to offer Kazakhstani logistics products using the
capabilities and potential of all these transport chain
links.

Development is focused not only the railway network,
but also the sea and air corridors. The Aktau Port is
undergoing a project aimed at expanding its capacity.
Two Kazakhstani dry cargo ships have been purchased
and are now transporting cargo in the waters of the
Caspian Sea. The Kokshetau Airport has received
international status, with flights to Moscow.

In executing the tasks set by the government, KTZ has
not forgotten its social mission. It remains the guarantor
of stability for 160,000 workers in all regions of the
country, investing more than 11 billion tenge in the
development of human resources in 2013.

Railway infrastructure

The efficient and prompt resolution of matters relating
to the fulfilment of planned works have allowed
year-on-year improvement in operational performance.

Modernisation and ongoing track maintenance
accounted for the main share of capital repairs. In order
to ensure train traffic safety and to enhance the speed of
movement, 2,635.8 km of track were realigned, 7,040 km
of rails were abraded and 51 km of ballast cleaned in
2013 by means of mechanised complexes.

Scheduled preventive maintenance was carried out over
7,336 km of track.
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thousand employees first electric trains

The capital repair work as well as the work carried out
by mechanised complexes allowed for an increase in
train speed, by 1,492.5 km for passenger traffic and by
608.6 km for freight traffic.

Average weighted speed for passenger traffic increased
to 88.5 km/hour; for freight traffic to 69.6 km/hour.

For the movement of trains, formed from Talgo
high-speed (up to 140 km/h) cars, the infrastructure of
the Almaty-Petropavlovsk, Almaty-Atyrau and
Astana-Aktobe routes has been modernised and
overhauled. Work on strengthening the overhead system
as well as that on the preparation of signalling and
communication devices for clearing of trains with this
established speed has been completed. After preparation
work was carried out for passenger trains, made up of
Talgo cars, the speed increased to 378.7 km.

Freight traffic

The Company is responsible for around 43% of the
country’s total freight turnover. Extractive industries’
products account for the bulk of the Company’s freight
traffic within Kazakhstan’s economy.

Tariff freight turnover for 2013 amounted to 231,248
million tonnes-kilometre, a decrease of 1.9% from 2012,
due to a decrease in transportation of all types of goods,
with the exception of construction materials, iron ore
and non-ferrous metals ore as well as ferrous metals.
Freight handling for 2013 amounted to 255,232

Annual Report 2013
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thousand kms —
lengths of the main
railways

thousand tonnes. 293,602 thousand tonnes

of freight were transported in 2013. At the same time,
there was an increase in the average speeds for freight
movement in comparison to the previous year.

Containerisation

The organisation of container transportation, including
by the use of container block trains, has been a
particular focus during the year.

Within the framework of the Kazakhstan — New Silk
Road project, in April 2012, a joint venture between
participating railway administrations and the
Government of Chongqging has been established (JSC
Kaztransservice (RK), Chongqing Transportation
Holding Co. Ltd (China), China railway international
multimodal transport Co. Ltd (China), JSC Russian
Railways Logistics (Russia) and DB Schenker China
(Germany) — hereinafter — JV) in order to organise a
regular container service route between
Chongqing-Duisburg.

Currently, the Chongqing-Duisburg container train runs
once per week. The main advantage of this project is the
use of the single form consignment note, CIM/
Agreement on International Goods Transport by Rail,
which will reduce container clearance time at the border
with the EU.

In 2013, through the direct involvement of the JV on the
Chongqing-Duisburg route, container traffic totalled
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7,830 twenty-foot equivalent units (TEU), comprising
89 trains.

At the end of April 2013 container trains were launched
on the route Chengdu (China) — Dostyk — Lodz (Poland)
route: total route length — 9,559 km. In 2013 container
traffic totalled 2,212 TEU, comprised of 27 container
trains.

In July 2013 container trains were launched on the
Zhengzhou (China) — Dostyk — Hamburg (Germany)
route: route length 10.5 thousand km and a 16-day

journey. In 2013 container traffic totalled 938 TEU,

consisting of 11 trains.

Additionally, at the end of 2013, a demonstration
container train (82 TEU comprising of one train) was
launched on the Xi’an (China) — Kyzylorda — Zhem —
Aktobe route.

The volume of containerised freight traffic for 2013
through the China — Europe link grew by 84% compared
to 2012 (from 3,572 to 6,568 TEU).

At the same time, as part of developing integrated
process and also taking into account the mutual
interests of the CES (Common Economic Space), based
on the Memorandum concluded on 31 May 2013 on the
development of the CES transport and logistics system,
an agreement on the establishment of an Integrated
Transport and Logistics Company (hereinafter — ITLC)
was signed on 20 June 2013 between KTZ, JSC Russian
Railways and State Association Belarusian Railway.

ITLC’s work, as an instrument for realising the transit
potential of the participating CES countries, will focus
on the organisation of container transportation,
including terminal handling of container cargo in ports
and junctions of the partnership alliance, providing the
customer with an integrated service based on the
principles of ‘one-stop shop’, uniform technologies,
standards of quality and pricing policies. Currently, the
ITLC is one of few tangible business projects within the
CES and is the only one aimed at consolidating the
infrastructure industries.

2.50m

number of electronic ticket booking transactions

Passenger traffic

Passenger traffic volume was 16,962 million
passenger-km, which is 0.3% (or 45 million
passenger-km) higher than planned and 1.5%

(or 254 million passengers-km) higher than in 2012.

20,450 thousand passengers were transported, which
is 7.7% (or 952.7 thousand passengers) higher than
planned and 4.9% (or 1,454 thousand passengers)
higher than in 2012.

Within the framework of implementing the renewal

of passenger rolling-stock programme, 237 units of
passenger rolling stock (of which 160 Tulpar-Talgo cars,
67 cars from the CIS and 10 electric locomotive) were
purchased in 2013. Overhaul reconditioning (KVR) was
performed on 50 passenger cars.

Measures taken for renewing the car fleet allowed the
continued implementation of the High-speed Passenger
Traffic programme. In 2013 high speed trains were
launched on two routes, Almaty — Atyrau and Astana —
Atyrau. (In order to ensure effective use of the
Tulpar-Talgo cars, an additional route Astana — Semey
was launched.)

In order to meet transport demand to the fullest
possible extent, eight additional trains were launched
and running frequency of trains increased on three
routes (Ne 151/152 Almaty — Petropavlovsk, No 21/22
Kyzylorda — Semipalatinsk, No 85/86 Astana —
Saryagash).

Train comfort and service improvement work continued
in 2013. Deluxe trains were organised using new cars on
two routes — Astana — Mangishlak and
Almaty-Shymkent. Passengers on these trains were able
to enjoy additional services, such as: tea-making
facilities, sets for children, library and video
broadcasting.

Comfort levels increased for the following two trains:
Astana — Saryagash and Astana — Kiev.

Additional improvements were made to allow disabled
train travel on five routes, No 19/20 Astana — Atyrau,
No 63/64 Astana — Semey, Ne 77/78 Almaty — Atyrau,
No 37/38 Astana — Mangishlak,

No 11/12 Almaty — Shymkent.

Restaurant and bar cars were installed on four routes:
No 19/20 Astana — Atyrau, Ne 63/64 Astana — Semey,
No 77/78 Almaty — Atyrau, Ne 351/352 Almaty — Zashyta.

Further progress has been in made in the development
of a fully integrated electronic ticketing system:

* in 2013 the number of electronic ticket booking
transactions increased to over 2.5 million tickets,
double that of 2012;

+ an Electronic Sales Centre was created at Astana
Railway Station which allows passengers to purchase
tickets through automated self-checkout machines
using cash or card payments, as well as obtain
information and consultancy services;

+ work began on the implementation of a large-scale
project aimed at introducing technologies for
electronic ticket booking as well as boarding of trains
with the use of electronic tickets. The project
envisages the completion of the ACS Express,
modernisation of electronic ticket sales platform,
equipping all ticket sales offices with fiscal
software-hardware terminals and equipping all trains
with mobile electronic tickets readers.

Information on the status of train traffic safety
In 2013, ongoing measures helped reduce the total
number of violations of traffic safety.

During 2013, instances of defective work for KTZ were
reduced by three, using the same parameters as in 2012,
from 77 to 74, or by 4%.

There was one train derailment.

2 2012 2013
Q
g
Indicators « ;
1]
-E 8 Actual Actual
> g
Train traffic safety:
— number cases none 1
of derailments
— number of train cases none none
accidents
— cases cases 77 74

of defective work

Note: there were no emergency situations or accidents that
interrupted operations or caused environmental damage.
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Investment activity

The investment activity of KTZ is aimed at implementing
a range of measures to ensure the sustainable operation
of railway transport and to improve the quality and
safety of transportation services.

The capital investment plan for KTZ Group for 2013 was
approved by a resolution of the Managing Board in the
amount of 467,858 thousand tenge. This plan was
fulfilled in the amount of 469,849 thousand tenge or
100.4%.

The following major projects were implemented in the
reporting period:

+ Construction work continued on the new Arkalyk —
Shubarkol and Zhezkasgan — Beineu railway lines;
main tracks have been laid along the entire length of
both lines. The assimilated investment amount for the
reporting year was 180,329 million tenge.

+ Significant funds were used for renewing rolling stock,
which included:

— the purchase of 97 locomotive units as well as a
complete overhaul of 38 locomotives, totalling
72,984 million tenge;

— the purchase of 1,704 units and complete overhaul of
1,450 units of freight cars, totalling 27,942 million
tenge;
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— the purchase of 237 units and complete overhaul
of 51 units of passenger cars, totalling
37,785 million tenge;

— the purchase of 89 containers for 114 million tenge.

+ 631 km of major repairs were carried out on track
superstructure, totalling 39,866 million tenge.

+ Implementation of the construction of electric
locomotives manufacturing plant in Astana continued.
In October 2013 the plant was put into operation (state
acceptance commission act signed).

In the reporting period, the plant manufactured 12
electric freight locomotives of the KZ8A series. In 2014
the plant plans to manufacture 14 electric locomotives as
well as deliver, install and commission technological
equipment.

In addition the following innovative projects were being
implemented in the reporting period:

— ‘Energy Consumption of Traction’ Automated
Management System (ASU Energodispetcherskaya

Tyagi)

The project is aimed at the comprehensive automation of
and provision of data support to the business processes
associated with tracking, controlling and analysing
consumption of energy (consumed for traction and
electrical heating of passenger cars) and diesel fuel
consumption (consumed during locomotive servicing and
locomotive operations of all type). This will be achieved
by equipping diesel and electric locomotives with
high-precision diesel fuel and electricity consumption
monitoring equipment as well as creating a system to
collect and analyse this data.

In 2013 locomotives were equipped with monitoring and
measuring equipment and, to date, 268 sets of hardware
and software complexes have been supplied for diesel
locomotives and 166 sets of equipment for electric
locomotives.

— The train interval traffic control microprocessor system
(SIRDP) was installed on the Nikeltau-Aiteke Bi,
Aiteke Bi-Tobol, Kandyagash-Nikeltay stretches.

There were upgrades to the train interval traffic control
and the electric interlocking systems on the
Kyzylorda-Shieli stretch of railway. This project aims to
comprehensively change existing train traffic handling
technologies by employing a train interval traffic control
system in order to reduce train separation intervals, thus
allowing: an increase in the throughput and

traffic-carrying capacities of stations and sections from
nine to 11, 12 and 16 pairs of trains per day; an increase
in speed limits from 70 to 140 km/h, ensuring the
unimpeded arrival and departure of trains on
single-track sections.

— Magistral Automated Control System R&D (NIOKR
ASU Magistral).

This project is aimed at ensuring continuous
maintenance and repair of the Company’s infrastructure,
reducing maintenance and repair expenses as well as
improving the transparency and operating efficiency of
track facilities.

— Construction of the Rail Beam Manufacturing Plant in
Aktobe.

This project is setting up domestic production of rails for
mainline railway lines (import substitution). As a result
this will create an annual manufacturing capacity of 430
thousand tonnes of rolled metal, of which 200 thousand
tonnes will be for the manufacture of rails, from 2018
onwards.

In the reporting period, the construction of the plant’s
main building was 33% complete, in particular the laying
of foundations for the building as well as works on
erecting the steel structures, roof and mounting bases
have all been completed.

The following internal infrastructure facilities have been
constructed: scale warehouse, scrap yard, 35/10 kV
substation, power plant foundations, fire station,
approach line and Zavodskaya Station. External
infrastructure has been completed, water supply and
sewage networks are being prepared for commissioning.

The plant should be commissioned in 2014.
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14 43%

electric trains are planned  of the goods turnover
to be brought in in 2014 in country

Innovation activity

On 18 April 2011, at an extended meeting with Cabinet
members, the President of the Republic of Kazakhstan
Nursultan Nazarbayev declared innovation as a national
priority.

The principles of KTZ’s innovation activities are laid out
in the adoption of the following policies — Corporate
ideology and philosophy of business, Development
Strategy of KTZ until 2020, defining the vision, strategic
goals and directions of development.

In order to assist with the creation and development of a
corporate innovation system, KTZ has adapted the
Industrial Innovation Policy of JSC Samruk-Kazyna,
approved by the Board of Directors of JSC
Samruk-Kazyna on 11 December 2012 (minutes of
meeting Ne86). This defines innovation activity, roles and
relationships, functions of the Fund and companies in the
process of innovation and technological development, the
organisation of innovation activity, the tools and
processes of innovation and technological development. It
also outlines the criteria for the assessment system to be
used to evaluate the results of innovation activities
performed by the companies up to 2020.

On 25 December 2013, the Company Board of Directors
approved the KTZ Group’s innovation and technological
development strategy for 2013-2018. The implementation
of this strategy will provide for the transition of the rail
transport system to a better, improved operational level.

The Company maintains a focused policy for increasing
the throughput and capacity abilities of stations, not only
through the modernisation of existing and construction of
new facilities, but also through the efforts of other
businesses and individuals. To achieve this, various
purpose station tracks, railway switches, electric
interlocking signals and points, etc along with the
necessary technical infrastructure have been constructed
by different third parties (with various forms of
ownership) at freight traffic depots.

Following the recommendations of international
consultants, Oliver Wyman Incorporated, work continues
on introducing a new method for track facilities
management. A number of KTZ branches have been
formed by combining the track maintenance divisions:
Saryshagan, Ekibastuz, Arys, Kokshetau, Astana,
Atbasar, Pavlodar, Karaganda, Agadyr, Aktogai, Almaty,
Shu, Zhambyl, Kyzylorda, Kazalinsk, Kandyagash,
Atyrau and Yesil.

Annual Report 2013

sets of hardware and
software complexes for
electric locomotives

As a result of implementing this method, it is planned to
optimise the workforce to 1,714 by 2015, to increase
productivity by 2% and to reduce the number of workers
per 1 km of equated length by 3.6%

The Company has carried out the following in order to
reduce operational costs:

* brought in continuous welded rail on concrete sleepers
construction method — 11,188.7 km

increased the average continuous welded rail length
to equal that of block section length through welding.
To date, the length of continuous welded rail up

to block length is 3,047.2 km (27.2%)

* introduced the use of spring rail fasteners on 337.4 km

introduced restoration processes for metal parts of
points and switches — 607 sets restored. Saving
183.4 million tenge as a result.

The use of continuous welded rail saves a significant
amount of metal, reduces rail replacement due to defects
and reduces maintenance costs per 1 km of track by 263
thousand tenge.

LLP Temirzhol Electrification, which was established in
collaboration with Siemens AG, has completed the
modernisation of 110 kV — Outdoor Switch Gear
equipment on seven traction substations — Astana,
Sorokovaya, Karaganda-Sortirovochnaya, Karabas,
Shokai, Bosaga, Shu. This should increase the reliability
of power supply for traction rolling stock, allow a change
over to low-maintenance equipment and enable the
optimisation of maintenance personnel.

In 2013, the Electrification of Kostanai—Zhelezorudnaya
railway section project was completed: section length — 46
km; total length of track overhead system — 97.2 km.

The main line of the Zheleznorudnaya Station Down
Yard, three lines of the Temir-Bulak Station, four lines of
the Kostanai — Yuzhnyi Station, seven lines of the
Kostanai — Glavnyi Station and 12 lines of the Kostanai—
Severnyi Station have all been electrified.

The Zhelezorudnaya traction substation has been
expanded; construction has been completed of the
Kostanai—Severnyi sorting yard traction substation and
also at the Zhelezorudnaya car preparation station,
including the service and utility buildings for employees
working on rolling stock and track facilities, and the duty
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centre for maintenance of overhead network. The Electric
Interlocking points and signalling have been
commissioned at the Temir-Bulak station.

To date, microprocessor systems have been introduced on
41 stations (5.2%), on 4,810.4 km (44%) of centralised
traffic control, and on 441.3 km (4%) of automated block
systems, including stations on stretches of new railway
lines Uzen-State Border with Turkmenistan,
Korgas-Zhetygen. TETRA standard digital radio
communications have also been introduced at these sites.

The implementation of a number of innovative projects is
aimed at creating a new industry in Kazakhstan —
railway engineering. In doing so, world technology and
innovation leaders such as General Electric, Alstom and
others are sharing their high-tech manufacturing
technologies in the field of locomotive production.

In October 2013, the second launch complex at the
electric locomotive plant of JSC Electric Kurastyru
Zauyty was commissioned .This plant will manufacture
freight and passenger electric locomotives using
technology provided by Alstom, with a planned
manufacturing capacity of 50 units per year. The
planned launch date for the manufacture of electric
freight locomotives is 2014 with electric passenger
locomotives to follow in 2015.

The operation of this new type electric locomotive will
reduce maintenance and repair costs by 15% and energy
consumption by 20%.

In order to reduce the shortfall in passenger cars as well
as improve comfort and quality levels, the manufacture of
passenger cars using the Patentes Talgo SL technologies
has been launched; production capacity — 150 units per
year. The cars will have a lifetime of 40 years and their
design speed is 200 km/h. The Talgo cars have a
single-axle truck with independently spinning wheels, as
well as a pneumatic carriage support system that allows
them to pass curved sections of track at high speed.

In 2013, 160 passenger cars were purchased from LLP
Tulpar-Talgo (out of a total 227 cars purchased during
the year). Five routes have been reconfigured for
high-speed trains made up of Tulpar-Talgo cars, with
average speed on the routes of 76 — 106 km/h.

Diesel locomotives are being modernised to update the
locomotive fleet. These modernised diesel locomotives
have proven operational reliability, make significant
savings on maintenance and repairs and also reduce
diesel fuel and oil costs.

The use of new TE33A series diesel locomotives, in
comparison to current model, has reduced: emissions by
2.2 times; complex maintenance by 15 times; fuel
consumption by 17%, — and significantly improved the
working conditions for the locomotive crew. In 2014, there
are plans to manufacture two trial units of modernised
TEP33A series locomotives, which will have improved
technical characteristics, with another 110 units to follow
by 2020.

In order to protect the interests of domestic producers
within the Customs Union as well as to reduce the
dependency on research institutes in other countries and
to develop research activities in the field of railway
transport, LLP Rauan — Burabai railway transportation
testing facility has been established. This centre falls
under the control of LLLP Research Institute for
Transport. The principal activity of the newly-created
enterprise is to repair of railway rolling stock (mainline
and shunting locomotives). It has chemical-technical
analysis and calibration laboratories, accredited to
perform testing and analysis of materials and calibration
of measuring instruments.

The Company’s innovation and technological
development is assessed on an annual basis by the
Samruk-Kazyna Fund. In 2013, KTZ was acknowledged
as the leader among the Fund’s subsidiaries — the
Company’s rating level was 77.14%.
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units per annum — years — useful life
capacity of plants

on production of wagons

Development of Kazakhstan’s transport and
logistics system

World-class consultants have been brought together to
assist in the development of the transport and logistics
system of Kazakhstan.

In 2013, an agreement was signed between KTZ and
Dubai Port World (DP World) for co-operation in
managing of the Aktau Seaport and SEZ Khorgos—
Eastern Gates.

For the development of airports, global providers of
airports and airport/aviation services such as Swissport
International, Zurich Airport and ZAIA (Switzerland)
have been brought in. A corresponding memorandum has
been signed for the development of infrastructure and the
improvement of airport services quality, using best
international practices.

Within the structure of KTZ, a new company, LLP Airport
Management Group, has been established in partnership
with Zurich Airport International AG to manage a
network of public airports. The ability to draw on
international competence will ensure the transfer of
modern technologies, standards and know-how from the
best airports in Europe, which will in turn transform the
new holding company into a business entity in an
industry new to the country: aviation asset management.

During the visit of President Nursultan Nazarbayev to
the Principality of Monaco on 27-28 September 2013, a
memorandum to establish a joint venture was signed.

of Talgo passenger wagons

200

km/h — design speed of
Talgo passenger wagons

Prospects for the Company in 2014
In 2014 the following production and financial
performance indicators are forecasted by the Company:

— Tariff freight turnover — 233,795 million tonnes — km;
— Passenger turnover — 17,285 million passengers — km.

Total revenues for the KTZ Group are projected to be
969.6 billion tenge.

State subsidies are projected to total 24.2 billion tenge.

Total current activities expenses are projected
at 933.6 billion tenge.

Net income is projected at 17.5 billion tenge.

KTZ Group’s capital investment plan for 2014
is 406,108 million tenge.

Key investment areas:
+ Construction of the Zhezkazgan-Beyneu railway line —

67,609 million tenge;

Construction of the Arkalyk-Shubarkol railway line —
29,096 million tenge;

Construction of the Zhetygen-Korgas railway line —
252 million tenge;

The development of the Astana Railway Station
Junction, including the construction of the Railway
Station Complex (1st launch complex, stage 1) —
11,721 million tenge;

+ Construction of a multifunctional ice rink —
8,929 million tenge;

* Energy Consumption of Traction Automated
Management System (ASU Energodispetcherskaya
Tyagi) — 8,393 million tenge;

Renewal of freight car fleet — 25,459 million

(1,782 units);

* Renewal of the locomotive fleet — 33,818 million tenge
(29 units);

* Renewal of passenger car fleet — 46,801 million tenge
(301 units, including 208 units of Talgo cars);

* Renewal of container park — 206 million tenge
(161 units);

* Track structure overhaul — 43,367 million tenge
(622 km);

+ Overhaul of freight cars — 2,185 million tenge
(672 units);

+ Overhaul of locomotives — 972 million tenge (13 units);

* Overhaul of passenger cars — 598 million tenge
(53 units).
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Socially-oriented
company

Personnel social policy

The care of our people and their welfare, solving social
support issues, and as a result, improving the life quality
of the employees are among KTZ’s priorities. The
Company voluntarily provides social support for its
employees and pensioners, which includes:

 compliance with social and labour relation standards;

* provision of financial support and social services for
company employees, pensioners, the disabled and
victims of accidents at work and occupational diseases;

provision of a range of social guarantees for young
people and employees’ families, including summer
holidays and health improvement programmess for
employees’ children.

regulation of health and safety issues;

promoting all-round professional development and
training of staff;

solving housing and many other issues, that while not
covered by legislation, are very important for
employees.

Social programme expenditure for the KTZ Group
in 2013 amounted to over 11 billion tenge.

Benefits package

In order to make best use of the social spending budget
and enhance employee motivation, a supplementary
agreement to the Collective Agreement for 2012-2014 has
been signed, extending the employee benefits package to
now also include:

by 1 September, financial assistance for employees
with three or more children of 3 MClIs for each child;

lump sum payment of 10 MCIs on the Day of Persons
with Disabilities for employees with disabled children
under;

financial assistance to employees for marriage
registration of 20 MCls;

increased financial support on Victory Day for veterans
of war and members of the People’s Commissariat for
Line of Communications of up to 30 MClIs, as well as
other support.

The 2011-2015 Housing Programme is ongoing with, a
total budget of 19 billion tenge. It provides up to 35%
towards housing costs for those KTZ employees in need of
housing.

Between 2008 and 2013 the Company provided
approximately 3,000 apartments for its employees.

Since the Programme started, 188 apartments have been
purchased in the Akmola, Pavlodar, Kostanai, Zhambyl,
Kyzylorda, Semey, Aktobe regions.

A residential complex is currently under construction in
Astana. In 2013, 809 apartments were built and allocated
to Company employees in need of housing in the capital.
In 2014 the construction of a further 147 apartments
should be completed.

As part of the Zhetygen-Korgas and Uzen — State Border
with Turkmenistan railway lines construction, 812
apartments have been built at 18 stations. 115
apartments at the Makat Station, 136 apartments at the
Dostyk Station and 169 apartments at the Bolashak and
Uzen Stations have been built for the Group’s employees.

19 bn tenge

total budget of the Housing Programme

Staff healthcare

There have been a number of improvements in
healthcare provision for our employees: enhanced
insurance programmes, the Health Protection
Programme for workers has been approved up to 2020,
which provides for new health centres, the introduction of
medical staff within the workplace, tracking the recovery
of dispensary patients, automation of pre-shift
examinations as well as the organisation of
engineering-medical teams.

In the reporting year, more than 10,000 employees and
pensioners recuperated at sanatoriums located in the
Republic and the Russian Federation.

9,000 railway workers’ children were sent on summer
holidays, including 200 children who visited Thailand
and Sri Lanka.

In Astana, the first meeting of the Railway Worker
Veterans Council was held which involved
representatives from the Company’s subsidiaries. The
Central Board for this Council was approved at event.

More than 200 sporting events took place all over the
country with around 20,000 railway workers taking part.

The Company hosted the meeting for the Presidium of
the International Union of Railwaymen Athletes, which
was attended by representatives of railway
administrations from 16 countries, including Russia,
Germany, Belgium, Austria, France, Netherlands and
Italy.

Occupational safety

Providing a safe working environment for employees is a
top priority for the Company’s management. In 2013,
there were 47 occupational accidents within the Group,
of which 11 were fatal (2012: 48 occupational accidents;
six of which were fatal).

Compensation for damages payments were down by
5.5% — 496,400 thousand tenge (2012: 525,570 thousand
tenge), including:

* lump-sum benefits paid to employees, who have been
fully or partially disabled as a result of an accident at
work, or for the loss of the family breadwinner totalled
135.295 million tenge (2012: 122.854 million tenge);

+ injured workers that presented ‘incapacity to work’
certificates were paid 14.015 million tenge (2012:
18.403 million tenge);

compensation in the form of monthly payments for
damage to health in connection with occupational
disability, disability, loss of family breadwinner totalled
347,091 thousand tenge (2012: 384,314 thousand
tenge).

In total 2,750,137 thousand tenge was spent by the
Company on implementing comprehensive measures to
create safer working conditions for its workers. Cost per
employee amounted to 18.35 thousand tenge (2012: 13.98
thousand tenge).
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Socially-oriented
company

Personnel policy

The creation of a high-performance and cohesive team
capable of ensuring the sustainable development of the
Company, the implementation of innovative and
high-tech projects and the achievement of the Company’s
strategic objectives are all fundamental to KTZ'’s
personnel policy.

As of 31 December 2013, the number of KTZ Group
employees was 158,876. More than 67.5% of the staff
employed KTZ and its subsidiaries are blue-collar
workers. Staff turnover in 2013 was 9.6%.

One of the key priorities in the Personnel policy is the
focused development of human resources.

The corporate training system covers the entire spectrum
of training, retraining, advanced training and academic
staff training provided by external training providers as
well as educational institutions. KTZ also has in place
mechanisms for specific training and professional
development for each staff category.

Graduate specialists have the opportunity to:

obtain supplementary education in Masters and
Doctorate/PhD programmes;

benefit from professional development, which includes
KTZ'’s programme with international educational
institutions;

receive training through specialised certification
programmes.

Specialists with technical and vocational qualifications,
as well as employees with no previous higher education,
have the opportunity to:

* obtain higher education through ‘Magistral’ and ‘The
President of KTZ Scholarship’ programmes;

* benefit from further training at KTZ’s training centres;
in 2013, 9,390 people attended training courses and
further training.

In order to improve managerial skills within KTZ’s
management team and to exchange experience with
leading transport and logistics organisations, the
Company is implementing a training programme with

international educational institutions. In 2013, 135
people were trained in educational institutions based in
the USA, Spain, Germany, Sweden, Italy, Austria and
France.

The Company places great importance on training for
young professionals. A targeted selection process is in
place to select the best-trained young professionals in key
railway professions to work for KTZ’s organisations. In
2013, the Company continued to implement its dual
training system for 263 students of technical and
vocational training. The principle of strengthening the
practical elements of training, to meet the requirements
of modern production, has been successfully implemented
KTS’s Centre for Technology in Transport, an education
complex in Astana, fitted out with the latest training
equipment. Progress had been made on equipping other
training centres and the Kazakh Academy of Transport
and Communications named after M. Tynyshpaev
(Almaty) - with modern equipment and simulators
provided by partner companies such as General Electric,
Alstom, Talgo and Siemens.

Following the acquisition of shares in JSC Kazakh
Academy of Transport and Communication named after
M. Tynyshpaev, KTZ has been able to become more
involved with the training of highly-qualified specialists
for the rail industry through:

* the participation of KTZ’s organisations in the
development and review of curricula and programmes;

* heads of companies giving open lectures and seminars
on topical issues within the industry;

* the participation of heads of KTZ companies in the
work performed by state certification and examination
boards of the Academy.

A mentoring institute has also been set up for young
professionals and workers. This has had a positive effect
on staff retention and improved employee engagement.
At the same time, a system of monitoring measurements
has been implemented, focused on mentoring and aiding
young workers to adapt in many different branches of the
business. In 2013, 425 events were held by KTZ to help
induct 1,293 newly-hired workers. There are 1,743
mentors throughout the KTZ Group, and 2,104 workers
were trained.

Under the Company’s youth policy, more than 2,000
young workers were trained. According to the results of
the IV National Youth Forum, three projects proposed in
the Project Management competition have been chosen to
be implemented by the Company. Of those that took part
in the Forum: six participants have been promoted to
higher positions; nine young workers will receive further
training in Kazakhstan and abroad and 14 have been
nominated for the talent pool reserve.

In addition to the work being carried out with young
professionals, an active talent pool is in place to provide
KTZ with a pipeline of strong internal candidates for
positions. As of 31 December 2013, the number of
workers in the talent pool reserve numbered 561 people.
In 2013, 64% of vacant positions were filled from the
reserve; the reserve personnel turnover rate was 9.6%.

The Company’s personnel motivation programme
includes not only tangible incentives but also intangible
ones that actively encourage employees through
corporate, departmental and the Republic of Kazakhstan
State awards.

Environmental protection

In performing its business activities, KTZ is responsible
for ecological safety and the well being of the
environment.

Environmental protection activities are carried out in
accordance with the Environmental Code of the Republic
of Kazakhstan, other normative regulations,
international treaties and agreements ratified by the
Republic of Kazakhstan, as well as KTZ’s Regulations on
the Protection of the Environment.

In 2013, the Company and its subsidiaries carried out
717 environmental protection actions.

9,390

people attended training courses
and further training

Corporate social responsibility

As part of its corporate social responsibility remit, the
Company supports a number of charity projects and
events.

The following charity events are held on regular basis:
‘Do Good!, ‘The Director’s Grant’, ‘Relief Road’ as well as
the ‘Kids off to School’ patronage programme for regional
schools that were previously on the responsibility of RSE
KTZ. The Company also collaborates with Ayala,
Umit-Nadezhda and Miras-A charities as well as
veterans’ organisations.

Every year, in honour of Victory Day celebrations, free
travel is organised for veterans and invalids of the Great
Patriotic War.

For several years now, KTZ together with the Ministries
of Health and Emergencies has sent special trains to
deliver quality medical care to remote regions of the
country. In 2013, the Densaulyk and Zhardem (both
equipped with telemedicine equipment) and Salamatty
Kazakhstan visited 295 stations, with a population of
over 64,000 people. The train doctors held eight
teleconferences in order to help their regional colleagues.

More than 150 million tenge was paid as charitable
assistance to the families of workers who were injured in
the accidents that took place on 27 February 2013 in the
Aktobe region and on 18 November 2013 in the
Mangistau Region; these were over and above the
insurance and annuity payments. In support of railway
workers with disabled children, 718 children were given
charitable assistance totalling more than 100 million
tenge.

In addition, more than 10 million tenge was allocated to
employees who requested help from KTZ in order get
treatment for themselves, their close relatives and sick
children. More than 700 thousand tenge was collected
through charity boxes.

295

stations were visited in 2013 by trains ‘Densaulyk’,
“Zhardem’ and ‘Salamatty Kazakhstan’
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The main purpose of KTZ’s
corporate governance is the
realisation of the interests of
the Company’s Sole
Shareholder and to ensure
JZT’s sustainable capital
growth.

jusurdo[oAdp a[qeureisng

The corporate governance of KTZ is assessed annually
for compliance with best practices using the methods
of corporate governance diagnostics used by JSC
Samruk-Kazyna.

The corporate governance score is the indicator used
for assessment.

Between June — December 2013,
PricewaterhouseCoopers carried out diagnostics and
developed measures to improve the corporate
governance of KTZ. This was undertaken as part of to
improve corporate governance in the subsidiaries of
JSC Samruk-Kazyna,

During the project, the consultants analysed current
corporate governance practices and recommendations
were given for its further improvement.

The corporate governance score for KTZ in 2013 was
71.2%, against the planned target of 68%.

The results of the project formed the basis of an action
plan to improve the corporate governance of KTZ
during 2014.
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Board of Directors

The Board of Directors
determines the strategic
objectives, development
priorities and sets long-term
guidelines for the Company’s
activities. It also ensures the
availability of the necessary
financial and human
resources to achieve the set
goals. The Board of Directors
oversees the executive body
of KTZ.

The Board of Directors in 2013:

Baidauletov Nurzhan Talipovich

Chairman of the Board of Directors

Born in 1960. Graduated from the Moscow Railway
Transport Institute in 1986 with a degree in Railway
Transportations Management.

He began his career in 1986 as a Yardmaster and
Ekibastuz station Duty Officer on the Tselina railway. He
worked as a Technical Engineer at the Ekibastuz station
as well as Chief Engineer at the Pavlodar-Severnyi
station.

From 1989 to 1998 he was Deputy Head of Transportation
Department of the Pavlodar division of the Tselina
railway, Head of Pavlodar Station, First Deputy Head of
Pavlodar division of Tselina railway, Deputy Head of
Akmola railway, Head of Pavlodar railway division, Head
of Akmola railway at the Republican State Enterprise
‘Kazakhstan Temir Zholy’.

In 1998 he was appointed as Director of Railway
Transport Department at the Ministry of Transport and
Communications of the Republic of Kazakhstan.

In the years of 2003-2004 he held the post of
Vice-Minister of Transport and Communications of the
Republic of Kazakhstan.

From 2004 to 2006 — Chairman of the Communication
Lines Committee, Ministry of Transport and
Communications of the Republic of Kazakhstan.

2006 — present day — Director for Transport and Industry
Assets of JSC Holding Samruk, Managing Director of
JSC Holding Samruk, Managing Director of JSC
Samruk-Kazyna and Chairman of the Board of Directors
of KTZ.

Republic of Kazakhstan citizen. Has no ownership of
shares in KTZ, its suppliers and competitors. He was first
elected to the Board of Directors on 20 June 2006 and
re-elected on 21 June 2012.

Mamin Askar Uzakpayevich

Member of the Board of Directors, Chairman

of the Management Board — President of KTZ

Born in 1965. Graduated from the Tselinograd Civil
Engineering Institute and the Russian Economic
Academy named after G.B. Plekhanov as a civil engineer
and economist respectively.

He began his career working as a Rigger at the
Tselintyazhstroy Trust. Held the position of Deputy
General Director at the Innovative Enterprises Union of
Kazakhstan.

From 1996 to 2008 he worked as — First Deputy Akim of
Astana, Vice-Minister of Transport and Communications
of the Republic of Kazakhstan, First Vice-Minister of
Industry and Trade of the Republic of Kazakhstan,
Minister of Transport and Communications of the
Republic of Kazakhstan, Akim of Astana.

From April 2008 to present day, Chairman of the
Management Board — President of KTZ, Member of the
Board of Directors of KTZ.

Citizen of the Republic of Kazakhstan. Does not own
shares of KTZ, its suppliers and competitors. First elected
to the Board of Directors on 4 April 2008 and re-elected
on 21 June 2012.
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Urazbekov Marat Zhanabergenovich

Member of the Board of Directors

Born in 1960. Graduated from the Almaty Institute of
Railway Engineers in 1986 as an electrical engineer. In
2000 he graduated from the Academy of Public
Administration under the President of the Republic of
Kazakhstan specialising in ‘state and municipal
management’.

Started his working career as Senior Supervisor and then
Chief Supervisor of the locomotive depot.

In 1988 he was appointed to the position of Chief
Engineer of the Arys locomotive depot, Almaty railway.

From 1993 to 2003 he worked as Deputy Head then Head
of the Factory and Repair Base Development Department
Facilities Development of the Railway Transport
Department of the Ministry of Transport of the Republic
of Kazakhstan, Deputy Director of Railway Transport
Department and then Director of the said Department.

From August 2003 to October 2008 he worked as Deputy
Chairman of Railway Transport Committee of the
Ministry of Transport and Communications of the
Republic of Kazakhstan, and then Chairman of
Communication Lines Committee of the same Ministry.

From October 2008 to present day, Director of Transport
Assets Department of JSC ‘Samruk-Kazyna’.

With effect from January 2012 — Member of the Board of
Directors of KTZ.

Republic of Kazakhstan citizen. Does not own shares of
KTZ, its suppliers and competitors. He was first elected to
the Board of Directors on 24 January 2012 and re-elected
on 21 June 2012.
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Kasymbek Zhenis Makhmudovich

Member of the Board of Directors

Born in 1975. Graduated from the Kazakh State
Architectural and Construction Academy as an
‘architect-designer’ and the Eurasian University
specialising in ‘state and local government’.

Started his career as Chief Banker of OJSC Temirbank.
Over the years he has worked as Head of Rail and Port
Department of the Agency for Regulation of Natural
Monopolies and Protection of Competition, Head of Tariff
Policy of the Tariff Policy Coordination Department,
Director of Marine Transport Department of the Ministry
of Transport and Communications of Kazakhstan,
Director of RSE Aktau International Sea Port.

From November 2005 — Vice-Minister of Transport and
Communications of the Republic of Kazakhstan.

From 12 March 2009 to 7 March 2014 — worked as
Executive Secretary of the Ministry of Transport and
Communications of the Republic of Kazakhstan.

With effect from 2011 — Member of the Board of Directors
of KTZ.

Citizen of the Republic of Kazakhstan. Does not own
shares of KTZ, its suppliers and competitors. First elected
to the Board of Directors on 20 June 2006 and re-elected
on 21 June 2012.

Syzdykov Tito Uakhapovich

Independent Director

Born in 1948. Graduated from the Semipalatinsk Zoo
technical and Veterinarian Institute and Pavlodar
University. Master of Science in Economics and
Management in the field of social sphere. PhD in
Economics.

Tito Syzdykov worked in the farming sector of the
Pavlodar regions for approximately ten years.

He was head of a state farm, and then over a number of
years held important political and governmental
positions.

From 1997 to 1999 he served as Akim of Aksu city of the
Pavlodar oblast.

In 1999 he was elected to the post of Deputy in the

Mazhilis of the Parliament of the Republic of Kazakhstan.

From 2012 — Independent Director, Member of the Board
of Directors of KTZ.

Citizen of the Republic of Kazakhstan. Does not own
shares of KTZ, its suppliers and competitors. He was first
elected to the Board of Directors on 10 October 2012.
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Isingarin Nigmatzhan Kabatayevich

Independent Director

Born in 1941. In 1964 graduated from the Ural
Electromechanical Institute of Railway Engineers. In
1984 he graduated from the Academy of National
Economy under the USSR Council of Ministers. Holds a
PhD in Economics.

From 1964 to 1986 he worked as Engineer, Chief
Engineer, Head of Section of Tselinograd Division of
Signalling and Communication, Head of Department of
Signalling and Communication of Tselinograd road
division, Head of Technical Department — Deputy Chief
Engineer of the Kazakh Railway, Chief Engineer, and
Head of Tselinnaya Railway.

From 1986 to 1991 he served as Deputy Minister of the
Ministry of Communication Lines of the USSR, Head of
Alma-Ata Railway.

From 1991 to 2002 he was appointed to the positions of
Minister of Transport and Communications of the
Republic of Kazakhstan, First Deputy Prime Minister of
the Republic of Kazakhstan, Chairman of the Integration
Committee of the Customs Union (Belarus, Kazakhstan,
Kyrgyzstan, Russia and Tadzhikistan), and Deputy
Secretary General of Eurasian Economic Community.

From 2002 to present day — General Director of
Economtransconsulting LLP, Chairman of Association of
National Forwarders of the Republic of Kazakhstan,
Kazakhstan Association of Carriers and Wagon
Operators.

With effect from 2006 — Independent Director, Member of
the Board of Directors of KTZ.

He is a citizen of the Republic of Kazakhstan. Does not
own shares of KTZ, its suppliers and competitors. He was
first elected to the Board of Directors on 20 June 2006
and re-elected on 17 June 2013.

Walton Chris

Independent Director

Born in 1957. Graduated from the University of Western
Australia. Holds a BA in Political Science and a Master of
Business Administration (MBA) in Finance.

From 1983 to 2005 he was Research Assistant for Senator
D. Evans, Corporate Planner in BP Australia, Manager of
Group’s financial planning, Acting Finance Director,
Finance Manager of Australian Airlines Group, General
Manager of Finance Department of Australia Post,
Finance Manager, Acting Director of International Sales
and Marketing Department of New Zealand Air, General
Manager for Effective Partnership, General Manager for
Financial Planning and Analysis of Qantas Airways, and
Financial Director of JSC Easy Jet.

He presently works as Independent Chairman of the
Board of Directors of Goldenport Holdings Inc.,
Independent Director, and Chairman of Audit Committee
of OJSC Rockhopper Exploration.

From 2008 — Independent Director and Member of the
Board of Directors of KTZ.

Citizen of Great Britain. Does not own shares of KTZ, its
suppliers and competitors. He was first elected to the
Board of Directors on 13 June 2008 and re-elected

on 21 June 2012.
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Information

on the KTZ Board of Directors

] 1 The Board of Directors of KTZ consists of the seven 2
The Boa.rd of Directors is members: three of whom are independent; two are Name of Committee Name, status, Participation in Reasons for absence ;
respon51ble to the Sole representatives of the Sole Shareholder — JSC position in Committee meetings E.
Shareholder fOI‘ the effe ctive Samruk-Kazyna: one representative of the Ministry of o
management and control g}‘llfansport a.md Communications RK; one — Chairman of Human Respurces and Syzdykov T. U,._ 14 %
e Managing Board of KTZ. Remuneration Independent Director, =7
of the Company' ) . Committee: Chairman of the Committee g
The following committees currently operate under the 14 meetings held, of %‘
]238? ;d CLIDIREEE O VAU A A ot Vf’hmh 13 1n person, Urazbekov M. Z. — Director 12 1 — in connection with E
’ mn gbsentla, at Whl9h for Transport Assets participation in the meeting g
34 issues were considered. f Samruk-Kazyna, of ‘Samruk-Kazyna’ o
Member of the Committee.
1 — in connection with business
Name of Committee Name, status, Participation in Reasons for absence trip
position in Committee meetings
Isingarin N. K. — 12 1 — Committee members do not a
Audit Committee: Walton C. — Independent 8 Independent Director,. tgke part in the meetings.dealing %
eight meetings held, of Director, Chairman Member of the Committee with issues related to their own S
which two in person, six  of the Committee appointment and/or remuneration =4
in absentia, at which 14 (paragrrc}ph 6, Article 1 of ‘;;
issues were considered Isingarin N. K. — ) Regulatlon.s on personnel and S
. remuneration issues of KTZ) o
Independent Director, H
Member of the Committee 1 — in connection with business g
trip g
Syzdykov T. U. — 8
Independent Director, Walton C. — 10 3 —in connection with business
Member of the Committee Independent Director, trips
Member of Committee
Kasymbek Z. M. — Minister 6 1 —in connection with business 1 —due to being on annual leave

of Transport and
Communications of the
Republic of Kazakhstan,
Member of the Committee

trip

1 —in connection with
participation in meeting
of Government of the RK

Ordabayeva A. T. — General
Manager, Department of
Personnel Management,
JSC Samruk-Kazyna,
Committee expert

Lepesbayev A. M. —
Vice President for
Economics and Finance,
KTZ Committee expert
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Information
on the KTZ Board of Directors

Name of Committee

Name, status,

Participation in

Reasons for absence

position in Committee meetings
Strategic Planning and Isingarin N. K. — 6
Innovations Independent Director,
Committee: Chairman of Committee
meetings held, four in
person, one mlxled, onem  Kasymbek Z. M. — 1 3 —in connection with having to
gbsentla, at Whl‘fh ten Minister of Transport and attend Government Meeting of RK
issues were considered. Communications of the
Republic of Kazakhstan, 1 — due to being on a business trip
Member of Committee e ..
1 — due to participating in Ministry
of Transport and Communications
of RK meeting
Urazbekov M. Z. — 5 1 — due to being on annual leave
Director for Transport
Assets of Samruk-Kazyna,
Member of Committee
Syzdykov T. U. — 6
Independent Director,
Member of Committee
Walton C. — 4 2 — due to being on annual leave

Independent Director,
Member of Committee

Participation of Board of Directors
Members in meetings:

45

JSC ‘National Company ‘Kazakhstan temir zholy’
Annual Report 2013

meetings held by
the KTZ Board of Directors in 2013

Name

Participation Reasons for Absence

Baidauletov N. T. 13

Mamin A.U. 12 1 — due to being on business trip

Kasymbek Z. M. 12 1 — in connection with participation in the meeting
of the Presidential Administration of the Republic
of Kazakhstan

Urazbekov M. Z. 12 1 — due to being on business trip

Isingarin N. K. 12 1 — due to being on business trip

Syzdykov T. U. 12 1 — due to being on annual leave

Walton C. 12 1 — due to being on annual leave

The Board of Directors determines the strategic
development of the Company, considers and makes
decisions on issues of production and financial nature.
In 2013, in the course of the meetings, 111 issues were
considered, including those relating to:

The Sole Shareholder of KTZ — 4;
The Board of Directors of KTZ — 12;
The Managing Board of KTZ — 6;

The internal audit service of KTZ — 9;

personnel issues — 3;

social issues — 1;
+ regulation of KTZ’s activities — 17;

* issues of a production and economic nature — 34;

reports on the activities of KTZ — 23;

creation of a new enterprises — 2.

As a result of consideration of 111 issues by the Board
of Directors of KTZ, 196 orders were issued.
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Information

on the KTZ Board of Directors

In 2013 the Board of Directors considered 11 issues in
relation to deals in which the Company has an interest:

1.On the conclusions of a transaction in which KTZ has
an interest by entering into an agreement with JSC
Transmashholding for the sale-purchase of ordinary
shares of JSC Locomotive Kurastyru Zauyty;

2.0n the conclusions of a transaction in which KTZ has
an interest by entering into supplementary agreements
to leasing agreements for the provision of transhipment
points Ne 1,2,3,4a (open), 4b (gated) and No5 located at
the Dostyk Station to JSC Kedentransservice;

3.0n the conclusions of a transaction in which KTZ has
an interest by JSC ‘NC’ KTZ’ providing guarantees for
LLP Aktobe Rail Manufacturing Plant;

4.0n the conclusions of a transaction in which KTZ has
an interest through entering into a Supplementary
Agreement to Loan Agreement No CLL111027A dated 27
October 2011, concluded between JSC SB RBS
Kazakhstan, LLP Tulpar-Talgo and KTZ .

5.0n the conclusions of a transaction in which KTZ has
an interest by signing with OJSC TransContainer an
agreement, amending the terms of the Agreement No
80 on joint venture based cooperation dated 17 March
2011,

6.0n the conclusions of a transaction in which KTZ has
an interest by signing an indemnity contract between
KTZ and LLP ‘Transport Technologies’ in provision of
the indemnity contract between KTZ and JSC
Development Bank of Kazakhstan to secure the
obligations of LLLP Aktobe Rail Manufacturing Plant;

7.0n the conclusions of a transaction in which KTZ has
an interest by signing with OJSC TransContainer an
Agreement, amending the terms of the Agreement
No 80-AO on joint venture based cooperation dated
17 March 2011;

8.0n the conclusions of a transactions in which KTZ has
an interest by entering into Leasing Agreements with
JSC Kedentransservice, for the provision of a
transhipment terminal for containers, handling space
for general cargo, handling space for bulk cargo, an
industrial building at the transhipment location for
general cargo and an office building located at the bulk
cargo handling site at the Altynkol Station;

9.0n the conclusions of a transaction in which KTZ has
an interest by entering into an agreement for the
gratuitous transfer of property with LLP Aktobe Rail
Manufacturing Plant;

10. On the conclusions of a transaction in which KTZ has
an interest by entering into an agreement with
Alstom Transport SA for the gratuitous conveyance of
the Electric Locomotive Operator Simulator KZ8A;

11. On the approval of the transaction in which KTZ has
an interest by entering into a Cooperation Agreement
with LLP Aktobe Rail Manufacturing Plant.

The Audit Committee develops recommendations on:

* the establishment of an effective control system over
the financial and economic activity of the Company
(which includes the completeness and reliability of
financial reporting);

monitoring the reliability and efficiency of the internal
control and risk management;

monitoring the independency of external and internal
auditors.

The Human Resources and Remuneration Committee
develops recommendations on:

* appropriate remuneration of the Directors, Members of
the Managing Board and Corporate Secretary Office in
accordance with the goals, objectives and current
status of the Company;

* implementing a structured and transparent system of
remuneration for the Directors, Members of the
Managing Board and Corporate Secretary.

The Strategic Planning and Innovations Committee
develops recommendations on:

* matters related to increasing the competitiveness and
stimulating the innovation activity of the Company,
based on analysis of the scientific, technological and
innovative spheres of the Company;

+ effective co-operation and co-ordination of the
Company’s activity in respect of innovation policy;

reforming the Company’s activity to improve the
innovation activity.

Board of Directors remuneration

The remuneration terms for Independent Directors are
reflected in the contracts concluded with them. The
remuneration consists of fixed and variable parts.
Members of the KTZ Board of Directors, with the
exception of Independent Directors, perform their work
at no charge.

In 2013, remuneration was paid
to Independent Directors
as follows:

Ne Full name Annual
remuneration

1 Isingarin Nigmatzhan 7,290,000 tenge
Kabatayevich
2  Chris Walton 50,000 US$

3 Syzdykov Tito Uahapovich 6,817,500 tenge
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KTZ Board of Directors’ performance assessment
The KTZ’s Code of Corporate Governance provides for an
annual performance assessment of the Company’s Board
of Directors, with at least one assessment in every three
years performed by independent consultants.

In 2012, in accordance with best international corporate
governance practices, the performance assessment of
KTZ’s Board of Directors was carried out by an
independent consultant. In 2013, the performance of
KTZ’s Board of Directors of was self-assessed through the
use of questionnaires.

This assessment the Board’s performance was based on
the methodology of assessing the performance of the
activities of the Board of Directors and its Committees,
the Chairman, Members of the Board and the Corporate
Secretary. This method was approved by resolution of the
Board of Directors of KTZ.

The said method is based on the assessment techniques
used to appraise the activities of the Board of Directors
and its Committees, the Chairman, the Members of the
Board and the Corporate Secretary of JSC
Samruk-Kazyna subsidiary companies, which in turn is
based on the requirements of the Republic of Kazakhstan
legislation as well as the requirements of best
international corporate governance practices.

In accordance with this method of performance
assessment, all members of the Board of Directors of KTZ
were required to fill out questionnaires.
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Managing Board

The Managing Board is a
collegial executive body which
has the power to make
decisions on all aspects of the
Company’s operations that
have not been designated by
law, any other legislative acts
of the Republic of Kazakhstan
or the Company Charter to the
competence of other Company
bodies or officers.

By resolution of KTZ’s Board
of Directors, the number

of Managing Board members
has been set at ten and its
members have been elected.

Members of the KTZ Managing Board:

Mamin Askar Uzakpayevich

Chairman of Managing Board — President of KTZ
Mamin Askar Uzakpayevich was born on 13 October 1965
in Tselinograd. He graduated from the Tselinograd Civil
Engineering Institute and Plekhanov Russian Academy of
Economics with qualifications in civil engineering and
economy. He started his working career in 1987 as a
Rigger at the Tselintyazhstroy construction organisation.
Has held the position of Deputy General Director at the
Kazakhstan Innovation Enterprises Union. From 1996 to
2008 he worked as First Deputy Akim of Astana,
Vice-Minister of Transport and Communications, First
Vice-Minister of Industry and Trade, Minister of
Transport and Communications of the Republic of
Kazakhstan, and Akim of Astana. Since April 2008, he
has held the position of President of KTZ.

Kizatov Yermek Anuarbekovich

Vice President KTZ

He was born on 6 August 1961 in the Akmola Region. He
graduated from the Almaty Railway Engineering
Institute specialising in construction of railways, track
and track facilities. Doctor of Technical Sciences. He
began his career as a Supervisor of the New-Ishim
Division of Tselinnaya Rail Road. He occupied executive
positions in Teslinnaya Railway, RSE Kazakhstan Temir
Zholy, and KTZ. In April 2008 he was appointed to the
position of Vice-President of KTZ.

Alpysbauev Kanat Kaliyevich

Vice President for Logistics JSC ‘NC ‘KTZ’

Born on 31 March 1972 in Atbasar town of Akmola
Region. He graduated from the Almaty Railway
Engineering Institute, Kentucky University (USA), and
Moscow International High Business School. He holds a
Master’s degree. From 1994 to 2002 he worked for
enterprises of the Tselinnaya Railway, RSE Kazakhstan
Temir Zholy and in various joint stock companies. In
2002 — 2003 he was Finance and Managing Director,
Vice-President for Finance and Informational
Technologies of CJSC Air Astana. From November 2005
to June 2008 he worked as Director of Business
Development in a branch of General Electric Corporation.
From 2008 to 2013 he worked as Vice-President for
Economy and Finance of KTZ. Since January 2013 — Vice
President for Logistics KTZ.

Akchurin Askhat Harisovich

Vice-President for Human Resources Management and
Social Issues of KTZ

Born 2 June 1961 in West-Kazakhstan Region. He
graduated from the Kazakh Agricultural Institute. From
1983 to 1996 he worked as Construction Engineer, Chief
Engineer, and Chief General Constructor of GSKB PET.
In 1996-2008, he worked in the Akimats of Akmola and
Almaty, as well as in the Sary-Arka district Akimats of
Astana, in the Administration of the President of the
Republic of Kazakhstan; he also worked as Deputy Akim
of West-Kazakhstan region. From 2008 to 2009 he served
as Secretary General of KTZ. Since January 2009 — Vice-
President for Human Resources Management and Social
Issues of KTZ.

Yermuhanov Adelsha Magrupovich

Vice President for Procurement KTZ

Born 10 July 1959 in Orenburg, Russia. He graduated
from the Orenburg Polytechnic Institute majoring in
industrial and civil construction. PhD in Economics. After
graduation he worked as a Foreman for Construction
Department No19 (Russia). From 1986 — 1988, Chief
Engineer of Mobile Mechanical Division for 8th Trust of
Aktyubinskelevatorstroy. From 1993 to 1997 he worked in
the Aktobe Territorial Committee on State Property
Management. In 1997 — 2006 he worked in the Ministry
of Labour and Social Protection of the Republic of
Kazakhstan, also worked as Akim of Hromtau district in
the Aktobe Region, as Deputy Chairman of the
Committee for Roads and Infrastructure Construction
Complex of the Ministry of Transport and
Communications of the Republic of Kazakhstan. From
2006 to 2008, President of JSC Zheldorstroy. From 2008
he worked in senior positions in KTZ. Since March

2013 — Vice-President for Procurement KTZ.
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Lepesbayev Almas Muratovich

Vice-President for Economy and Finance of KTZ

Born 16 July 1978 in Akmola region. He graduated from
the University of Kokshetau named after S.Ualihanov
with a degree in economics and management, the Kazakh
Humanitarian Law University with a degree in Law. He
began his career in 2000 as Leading Specialist in the
Department for Creation of Employment of the Main
Directorate of Technical Policy RSE Kazakhstan Temir
Zholy. From 2000 — 2002, Chief Specialist, Deputy Head
of Department, Head of Department for RSE Kazakhstan
Temir Zholy. From 2003 to 2004, Head of Economics,
Finance and Accounting for Rolling Stock Department of
KTZ. Between 2004 — 2006, Deputy Head of Department,
Head of Department, Deputy Director and then Director
of Economics and Finance Department for JSC
Kazzheldortrans. From 2006 to 2009, Director of the
Department of Economics; from 2009 to 2013 Managing
Director for Economics; since September 2013, Vice
President — Economics and Finance, KTZ.

Kilybay Nurdaulet Igilikuly

Managing Director — Chief of Staff KTZ

Born 10 April 1978 in Mangistau Region. Graduated from
the Kazakh Academy of Transport and Communications
named after M. Tynyshpaev, Eurasian National
University named after L.N. Gumileva. Transportation
process Control Engineer, financial expert. His
professional biography is wholly related to the railway
transportation industry of the Republic of Kazakhstan.
He began his career in 1999 in the role of Station duty
officer at the Mangishlak Station of the Atyrau Transport
Branch of RSE Kazakhstan Temir Zholy. Subsequently
worked as an acceptance/delivery agent apprentice,
acceptance/delivery agent, senior acceptance/delivery,
chief specialist for RSE Kazakhstan Temir Zholy. From
2002 to 2008, held various positions at CJSC NC KTZ
and KTZ In 2008 — 2011 — Deputy Chairman of the
Communication Lines Committee, Ministry of Transport
and Communications of Kazakhstan, President of JSC
Vokzal — service, Managing Director for Passenger
Transportation KTZ. From 2011 he has held senior
positions in KTZ and the Ministry of Transport and
Communications of the Republic of Kazakhstan. Since
August 2013, Managing Director — Chief of Staff KTZ.
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Managing Board

Members of the KTZ Managing Board:

Khasenov Rustem Koibagarovich

Managing Director for Legal Issues of KTZ

Born 4 August 1962 in Kokshetau. Graduated from the
Karaganda State University with a degree in Law. From
1997 to 2004 he worked as Head of Legal Department;
Senior Specialist of Legal Expertise of the Legal
Department of the Ministry of Transport and
Communication of the Republic of Kazakhstan, Head of
Legal Department of the Ministry of Transport and
Communication of the Republic of Kazakhstan. From
2004 to 2008 he served as Deputy Director of the legal
department of the Ministry of Transport and
Communications of the Republic of Kazakhstan, Director
of the State and Legal Department of the Akim
administration of Astana city. Since 2008 he has held the
position of Managing Director for Legal Issues of KTZ.

Zhusanbayev Yerkin Semetayevich

Manager of Corporate Development, KTZ

Born 26 January 1970 in Tselinograd. He graduated from
Moscow State University named after M.V. Lamonosov
with a degree in mechanics and applied mathematics. He
began his career in 1992 as an engineer at the Institute
of Mechanics and Engineering Sciences of the Kazakh
SSR. From 1993 to 1998 he worked as specialist, leading
specialist, chief specialist of the National Aerospace
Agency of the Republic of Kazakhstan. Then worked as a
commercial officer at the Representative Office of
Japanese company Marubeni Corporation. From 1998 to
2002 he worked in senior positions in the structures of
RSE Kazakhstan Temir Zholy, State-owned subsidiary
Kazgiprozheldortrans. In 2003-2004 — Project Director for
the BAS program of the European Bank for
Reconstruction and Development. In 2004 — Director of
the Department for the Regulation and Control of
Natural Monopolies in the fields of railway transport,
airports and ports of the Agency for Regulation of
Natural Monopolies of the Republic of Kazakhstan. From
2005 to 2007 — Managing Director of LLLP Synergy Co.
From 2007 to 2008 — Advisor to the President on the
tariff policy of KTZ. Since April 2008, Managing Director
of Corporate Development of KTZ.

Urynbasarov Bauyrzhan Pazylbekovich

Acting Chairman (President)

of JSC Kaztemirtrans Managing Board

Born 2 October 1970 in Kyzylorda Region. He graduated
from the Almaty Institute of Railway Engineers
specialising in management of transport process. He
began his career as Train Controller in the Almaty
Branch of the Almaty Railway. He then worked as Senior
Engineer, Head of Industrial Engineering Department of
the Railway Administration of RSE Kazakhstan Temir
Zholy in Almaty. In 2007-2008 he was head of KTZ’s
Karaganda Railway Division. From 2009 to 2010 he was
Director of several branches of KTZ — Transportation
Process Division and Almaty Division of Road. From 2010
to 2011 he was Managing Director — Chief Engineer of
KTZ. Between April 2012 and February 2014 — Managing
Director of Field Operation in KTZ.

Information on the Managing Board of KTZ

The Managing Board is responsible for the
implementation of the Company’s strategy and its daily
operations.

In 2013 the Managing Board KTZ held 39 meetings, of
which 31 were in person and eight in absentia. The
structural units and subsidiaries of KTZ submitted for

428 issues for the consideration of the Managing Board,
which included:

+ issues for consideration by the Board of Directors KTZ
—51;

staffing plan authorisation — 46;

adoption of the rules, regulations, guidelines — 42;

transaction of deals — 37,

appointments of personnel — 33;

procurement — 18;

change in type, sale and purchase of shares —16;

write-off of receivable / payable accounts — 13;

amendments to charters of subsidiaries — 12;

other current activities issues — 160.
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Remuneration of the Managing Board
Remuneration of managerial staff of KTZ, following the
end-of-year results, is paid in accordance with the Rules
for Remuneration of Managerial Employees of KTZ,
approved by the resolution of KTZ Board of Directors
dated 12 December 2011 (Minutes No 7) and as
amendments on 13 December 2012 (Minutes No 9).

In accordance with Article 5 of the above Rules, the main
condition for payment of remuneration is the presence of
consolidated net profit for the reporting year, and is
calculated considering the projected amount of
remuneration.

When calculating the remuneration amount, factors such
as the fulfilment of the planned corporate and individual
key performance indicators for each position, and the
proportion of actual work hours to the current standards
within the reporting year are taken into account.

Information on the work performed by the KTZ
Internal Audit Service in 2013

The Internal Audit Service of KTZ oversees the financial
and economic activity of the Company, evaluates internal
control and risk management, document execution for
corporate governance and provides consulting for the
overall improvement of the Company’s activity.

The 2013 Audit Plan of the Internal Audit Service of KTZ
was approved by resolution of the Board of Directors of
KTZ on 13 December 2012 (Minutes No 9).

All 26 audit tasks provided for by the annual audit plan
were executed in full.

Audits covered such key business processes as
procurement, investment projects, repairs of track and
freight cars, integrity of fixed assets and, as
recommended by the Sole Shareholder, assessment of the
effectiveness of corporate risk management and internal
control systems.

330 recommendations were made following inspections
performed by the Internal Audit Service.
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Corporate risk
management

KTZ recognises the importance
of risk management as a key
element in the corporate
governance of the Company and
its subsidiaries, aimed at the
timely identification and
adoption of measures to reduce
risks that might negatively
impact the Company’s value and
reputation.

The implementation of a corporate risk management
system in KTZ is performed within the framework of JSC
Samruk-Kazyna’s recommendations, which state that the
implementation of the corporate risk management system
must be in accordance with the COSO model: Corporate
Risk Management — Integrated Model (2004).

The efficiency level of the risk management system, as
evaluated by the Internal Audit Service of KTZ (which is
in accordance with the methodology used for assessing
the effectiveness of the corporate risk management
systems in the subsidiaries and affiliated companies of
JSC Samruk-Kazyna) in 2013 was 69.63% (65.3% in
2012).

The efficiency level of the internal control system, as
evaluated by the Internal Audit Service of KTZ (which is
in accordance with the methodology used for assessing
the effectiveness of the internal control systems in the
subsidiaries and affiliated companies of JSC
Samruk-Kazyna) in 2013 was 82%

In 2013, the work carried out by the Company’s Risk
Committee, the Board of Directors and Managing Board
aimed to further improve the corporate risk management
system and bring it in line with international best
practice.

In 2013, the Risk Committee held five meetings
(in 2012 — three meetings). The Risk Committee made
decisions on the following issues:

1) consideration of the Work Plan of the Risk Committee
of KTZ for 2013;

2) approval of the risk appetite level of KTZ, consideration
of the risk register project for KTZ;

3) assessment of corporate risk management systems of
KTZ subsidiaries;

4) approval of the report on risk management containing
descriptions and analysis of key Company risks
(including legal risks), information on compliance with
exposure limits, as well as information on the
implementation of plans aimed at minimising Company
risks;

5) approval of a risk register for KTZ, risk maps of KTZ,
key risk indicators and risk tolerance levels of KTZ;

6) approval of the new edition of KTZ insurance
programme project;

7) approval of KTZ s currency risk hedging strategy,
associated with the payment of coupon interest and
principal debt on KTZ ‘s Eurobonds, redeemable in May
2016 in the amount of US$324,000,000.

In order to improve the effectiveness of the corporate risk
management system in 2013, the following key activities
were conducted:

1. By resolution of the KTZ Managing Board on 1 March
2013 (Minutes Ne 02/8), the maximum allowable limits
for direct (balance sheet) obligations to counterparty
banks were approved. These limits are set in
accordance with the policy for setting limits on balance
sheet and off-balance sheet liabilities to counterparty
banks for the Companies of JSC Samruk-Kazyna,
approved by the decision of the Board of JSC
Samruk-Kazyna on 28 November 2012
(Minutes No 51/12).

2. By resolution of the Board of Directors of KTZ on
14 May 2013 (Minutes Ne 5) the risk register and risk
map, key risk indicators and risk tolerance levels for
KTZ were approved.

3. By resolutions of KTZ'’s Board of Directors made on
14 May 2013 (Minutes Ne 5), 23 July 2013 (Minutes No
8) and 22 October 2013 (Minutes Ne 10) the reports on
risk management containing descriptions and analysis
of the key Company risks (including legal risks),
information on compliance with exposure limits, as well
as information on the implementation of plans to
minimise the risks of the Company have all been taken
into account.

4. By resolution of the Managing Board of KTZ made on
19 June 2013 (Minutes Ne 02/19) the maximum
permissible limits for direct (balance sheet) obligations
to counterparty banks were reapproved.

5. By resolution of the Managing Board of KTZ made on
17 October 2013 (Minutes Ne 02/31), the composition of
the Risk Committee of KTZ members was amended due
to changes in personnel.

6. By resolution of the Board of Directors of KTZ
on 22 October 2013 (Minutes Ne 10), the risk register
and risk map of KTZ was reapproved.

7. By resolution of the Board of Directors of KTZ made
on 10 December 2013 (Minutes Ne 12), the limits for
balance sheet and off-balance sheet liabilities to
counterparty banks (Joint Stock Companies
Tsesnabank and Halyk Bank) were adjusted.

8. By resolution of the KTZ Managing Board made
on 31 December 2012 (Minutes Ne 02/39), the insurance
programme for KTZ and its subsidiaries was approved.

Report on KTZ’s adherence to its Code of Business
Conduct

In order to implement the provisions of the Corporate
Governance Code, the Board of Directors KTZ on 19
March 2013 (Minutes Ne 2) resolved to approve the KTZ
Code of Business Conduct.
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The aim of the Code of Business Conduct is to develop
and improve corporate culture, promote the effective

interaction of KTZ officials/employees with interested
parties through the use of business conduct practices.

The fundamental corporate values, which form the basis
of KTZ”s activity, are: honesty, integrity, respect for others
and mutual trust.

Other key values of KTZ’s corporate culture include:
safety, protection of the environment, responsibility,
sustainable development and mutual prosperity,
teamwork, openness to development, professionalism and
pride in what we do.

This Code applies to all officers and employees of KTZ.

KTZ officials and employees are responsible for the proper
fulfilment of their duties in the interest of the Company
and the Sole Shareholder.

Officials and employees shall provide each other with
accurate information in a timely manner, without
violating the rules of confidentiality and internal
documents of the Company.

In order to ensure compliance with the Code of Business
Conduct, regular monitoring and knowledge assessment
of the rules and regulations of the Code have been
introduced.

For clarification of the requirements of the Code, in the
event of ethical issues arising or to report cases of
breaches of the Code, officials and employees of KTZ and
interested parties may contact:

* Their immediate supervisors or senior management;
+ Corporate Secretary of KTZ;

+ Head of the Internal Audit Service of KTZ;

* Chairman of Managing Board of KTZ;

* Board of Directors of KTZ.
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Corporate risk
management

(Continued)

The Company discloses the
‘Financial Instruments,
objectives and financial risk
management policies’ note in the
form of the audited annual

consolidated and separate
financial statements of KTZ.

The Company may be exposed to the following key risks,
which could have an adverse effect on the Group’s
operations and the achievement of its strategic objectives:

Type of risk

Caused by

Accepted response

Type of risk

Caused by

Accepted response

Reduction in freight
traffic (market risk)
due to renewed global
economic crisis
phenomena and fall
of commodity prices

Worsening economic conditions may
reduce the volume of goods being
transported by rail, decrease productivity,
increase the cost of marketed goods and
rendered services as well as have a
negative impact on the fulfilment of
planned indicators.

The Company is taking steps to improve
its efficiency and increase transit
transportation, as well as on the
implementation of anti-crisis measures
(additional cost reduction).

Currency risk

The Company is mainly exposed to risks
associated with changes to the US dollar
exchange rate due to the Company mainly
attracting borrowings in US dollars, the
devaluation of the tenge against the US
dollar means an increase in foreign
exchange losses.

As part of managing this risk, the
Company monitors on a daily basis the
fluctuations in USD/KZT exchange
rates, as well as other indicators, which
affect the exchange rate: the exchange
rates of USD/RUR and USD/EUR, oil
and commodities prices. At the same
time, in order to control foreign
exchange risks associated with the
management of temporarily available
cash, the Company controls the level of
temporarily free cash denominated in
US dollars.

By resolution of the Company’s Board of
Directors, dated 23 December 2010
(Minute No 9), a Hedging Policy of
Currency and Interest Rate Risks has
been adopted in the Company. The
Policy was developed to minimise
(decrease) the interest rate and currency
risks, which may arise due to
unfavourable changes in the exchange
rate of the tenge against foreign
currencies and adverse interest rate
changes on loans with floating interest
rates.

Operational risks
(risks related to traffic
safety, occupational
safety and protection
of the environment)

The Group owns and operates the Republic

of Kazakhstan’s railway infrastructure
and is the largest owner and operator of
passenger and freight rolling stock and
locomotives in the country. In this regard,
the Group is exposed to the risks of traffic
safety, including collisions, derailing of
rolling stock of freight and/or passenger
trains on main line, station and approach
tracks and/or during shunting of rolling
stock at stations, as well as due to natural
disasters.

To manage this risk KTZ implements
measures to strengthen prevention
efforts and ensure the safe movement of
trains. Within the framework of
occupational injury risk management,
KTZ is implementing measures to
ensure occupational health and safety,
occupational accident prevention and the
improvement of working conditions. It
also ensures compulsory insurance of
workers against accidents whilst they
perform theire (official) duties.

Information and
technology risks

The Group uses telecommunication
networks and computer systems to
co-ordinate schedules and other aspects of
its rail operations, for accounting
purposes, ticket sales, freight tracking and
many other functions. The hardware and
software used by the Group may
potentially be damaged by human error,
natural disasters, power outages,
sabotage, computer viruses and other
circumstances.

To reduce the risks of information
technology failure as well as breaches in
information security, and in order to
comply with local regulations and
corporate policy in the field of
informational security and protection of
professional, commercial and other
secrets, protected by the legislation of
the Republic of Kazakhstan, audits are
held in the Group’s business structures
units on an annual basis. The Company
has been certified under the
international standard ISO/IEC
27001:2005 for Information Security.
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Ownership structure

The portfolio composition of KTZ is represented by a
vertically integrated company structure, functionally
organised, with subsidiaries and jointly controlled
entities engaged in core and non-core activities, having a

geographical presence throughout the territory of

Kazakhstan.

KTZ owns:

Ne KTZ share

Organisation name

JSC ‘National Company ‘Kazakhstan temir zholy’
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1 100% ordinary shares of
JSC Almaty Car Repair Plant

The core activities of JSC Almaty Car Repair Centre are:
providing all types of repair services for passenger cars including
Roundhouse Servicing (DR), First Degree Overhaul (KR-1
Overhaul), Second Degree Overhaul (KR-2 Overhaul), Overhaul
with Service Life Extension (KRV).

KTZ share

Organisation name

2 100% ordinary shares of
JSC Militarised Railway Security

The principal activities of JSC Militarised Railway Security are:
protecting the property of legal entities and individuals, including
during transportation, consulting and giving recommendations on
different forms of security and lawful protection against unlawful
encroachments, as well as protection of life and health of
individuals.

100% ordinary shares of JSC
Locomotive

The principal activities of JSC Locomotive are: satisfying the
requirements of carriers for traction rolling equipment in
mainline and shunting services as well as meeting the needs of
the mainline rail network operator for traction rolling equipment
in shunting operations.

3 100% ordinary shares of
JSC Vokzal-service

The core activities of JSC Vokzal-service are: organising and
ensuring the proper operation of railway stations, servicing
passengers at railway stations as well as rental of office,
engineering and utility and commercial premises.

100% ordinary shares of
JSC Locomotive Service Centre

The principal activities of JSC Locomotive Service Centre are:
provision of services to ensure the technically sound and stable
state of locomotives in operation, organisation of recreational
services for locomotive crews, servicing the locomotives with oil,
water and sand as well as the service and maintenance of the
railway rolling stock.

4 100% ordinary shares of
JSC Kaztransservice

The core activities of JSC Kaztransservice are: provision of
container transportation services (from executing consignors’
orders to delivery of freight to consignees, managing the
accounting work for and operation of freight cars and containers),
and provision of all accompanying services to legal entities and
individuals (for any route types).

5 100% ordinary shares of
JSC Kaztemirtrans

The core activities of JSC Kaztemirtrans are: transportation of
freight including oversized, special, military and hazardous
freight by railway transport, car fleet management, accounting for
the railway cars belonging to the company located within the
territory of the Republic of Kazakhstan and beyond.

100% ordinary shares of
JSC Passenger Transportation

The core activities of JSC ‘Passenger Transportation’ are:
organisation and provision of passenger, luggage, freight and post
transportation by rail on international, inter-regional,
inter-district and internal routes; maintenance, repair and
operation of the passenger car fleet, quality and service culture
assurance for passengers, ensuring the safety of passenger train
traffic, passengers’ life and health, as well as safety of luggage,
freight and mail.

6 100% ordinary shares of
KTZ Express

The principal activities of JSC KTZ Express are: provision of
freight forwarding services, logistics, transportation of goods by
road, rail, sea, river and air, coordination of freight wagons,
container fleet and rolling stock, processing and storage of goods.

10

100% ordinary shares of
JSC Remlocomotive

The main activities of JSC Remlocomotive are: organisation and
execution of work on the manufacture, modernisation, major
repair and maintenance of rolling stock; restoration, repair and
manufacture of spare parts, tools, components, parts and
assemblies.
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Ownership structure
(Continued)

wn
No KTZ share Organisation name No KTZ share Organisation name ;
)
11 100% ordinary shares of The main activities of JSC Temirzholsu are: ensuring the timely 17 46.016% ordinary shares of The main fields of activity for JSC Doszhan Temir Zholy are: §=_
JSC Temirzholsu and quality provision of potable and technical water as required JSC Doszhan Temir Zholy ensuring the performance of the concessionary agreement for the =
by railway transport organisations and the public, collection, construction and operation of the new railway line: Shar &
treatment and disposal of wastewater, maintenance of water Station — Ust-Kamenogorsk, operation of the Shar Station — Ust- p
supply and sanitation facilities. Kamenogorsk railway line and other railway infrastructure as oy
well as the transfer of railway lines into state ownership after the E
] o o operational lifetime under the concessionary agreement expires. o
12 100% ordinary shares of The main activities of JSC Transtelecom are: provision of local, =4
JSC Transtelecom long—dls‘gance and 1ntel."nat1.onal communlcatlor.l services, audio 18 23.43% ordinary shares of The main activities of JSC Temirzhol Zhondeu are: the
and/or video conferencing, internet access services, leasing of R L : .
L R . JSC Temirzhol Zhondeu organisation and performance of reconstruction work, major and
communication channels, linking of networks and traffic transit, . . . e .
. . S Lo interim track repair and other track facilities work, construction
mobile radio telephone communications, cellular communications, 1 . . .
. . . - , of new rail lines, operation, maintenance and repair of heavy
creation and operation (subject to the main line operator’s . . . . .
. e track machinery, mechanisms and equipment, covering of rails a
consent) of fibre-optic and copper cable communication networks, . . . . S
. . . . and cross-ties, assembly and laying of track switches, freight =
satellite and radio-relay telecommunication systems both in . . . =
. . . . . transportation, transportation of track structure materials and 3
railway transport right-of-way and in any permitted locations. . . =
bulky goods using own rolling stock. s
o
13 100% ordinary shares in The principal activities of JSC Transport Service Centre include 19 13.403% ordinary shares of The principal activities of JSC Kaskor-Transservice are: cargo and g
Transport Service Centre the provision of railway approach line services to legal entities JSC Kaskor-Transservice passenger transportation, freight forwarding services, e
and individuals. The company is not currently operating and is communication services, repair and construction of railways. g
undergoing liquidation. 2
20 3.521% ordinary shares of The principal activities of APF HBK are the acceptance of pension &
o . . . JSC Accumulating Pension Fund contributions and payment of pensions as well as activities on the
14 65% ordinary shares of The main act;v1t1es of JSC _Kazakh Academy of Trapspor!: and of Halyk Bank of Kazakhstan securities market.
JSC Kazakh Academy of Communications are: training personnel for the railway industry, (APF HBK)
Transport and Communications  urban electric transport, metro and road transport, as well as
inf tion technol d tel icati ialists. . . . . .
triormation tecinology and telecommumeations speciaists 21 100% interest in LLP Akzhayik-Zapad 2006 is not operating and is undergoing
LLP Akzhayik-Zapad 2006 liquidation. e
15 50% ordinary shares of The principal activities of JSC Locomotive Kurastyru Zauyty are: g
JSC Locomotive Kurastyru manufacture of locomotives and locomotive spare parts. 22 100% interest in LLP Lesozashita LLP Lesozashita is not currently operating and is undergoing =
Zauyty liquidation. DZ
g
16 50% shares of Logistic System LSM BV is a holding company. 23 100% interest in LLP Scientific The main activities of LLP Scientific Research Institute of &
Management BV (LSM BV) Research Institute of Transport Transport are: research and development, design and E
experimental as well as planning and surveying work. =4
n

n
I3
=
o
=+
5
<
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Ownership structure
(Continued)

No KTZ share Organisation name

24 100% interest in The main activities of LLP Repair Corporation Kamkor are:

LLP Repair Corporation Kamkor management of subsidiaries in which the partnership owns
interest on rights of ownership; construction and repair of railway
tracks; repair, modernisation and manufacture of railway rolling
stock; repairs of special rolling stock; service and maintenance of
railway rolling stock; design, construction, installation and
servicing of alarm, signals and interlocking circuits (SCB) as well
as of radio and communication devices.

wn
c
)]
o+
o
i o
=]
o
o
=
o
o
o
4
I
©,
o
'§
o
a

25 100% ordinary shares in trust of = The principal activities of JSC The Khorgos International Centre
JSC The Khorgos International of Boundary Co-operation are: creation, development and
Centre of Boundary maintenance of the Kazakhstani part of the International Border
Co-operation Cooperation Centre Khorgos’s infrastructure, interaction with a
public authorities and economic entities operating in the e
Kazakhstani part of the Centre in order to achieve its goals, "g
participation in the development and implementation of the S
Centre’s ongoing and long-term development programmes. 3
(1))
[=]
26 100% ordinary shares in trust of  The main activities of JSC National Company Aktau 5
JSC National Company Aktau International Commercial Sea Port are: loading, unloading and g
International Commercial Sea maintenance of CIS and other foreign country ships, freight 2
Port forwarding, warehouse operations as well as transhipment of i

freight onto sea transport from other modes of transport and back,
servicing and transporting of cargo and passengers using the
port’s ships on coastal and international voyages, bunkering
operation, ensuring safe navigation in the waters of the port,
maintenance and repair of ships and other marine vehicles and
equipment.
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Statement of management’s responsibilities for the preparation and
approval of the consolidated financial statements for the year ended

december 31, 2013

Management of JSC National Company Kazakhstan
Temir Zholy (the “Company”) is responsible for the
preparation of consolidated financial statements that
present fairly the financial position of the Company and
its subsidiaries (collectively, the “Group”) as at December
31, 2013, and the results of its operations, cash flows and
changes in equity for the year then ended, in compliance
with International Financial Reporting Standards as
issued by the International Accounting Standards Board
(“IFRS”).

In preparing the consolidated financial statements,
management is responsible for:

* properly selecting and applying accounting policies;

* presenting information, including accounting policies,
in a manner that provides relevant, reliable,
comparable and understandable information;

* providing additional disclosures when compliance with
the specific requirements in IFRS are insufficient to
enable users to understand the impact of particular
transactions, other events and conditions on the
Group’s consolidated financial position and financial
performance; and,

On behalf of management of the Group:

* making an assessment of the Group’s ability to
continue as a going concern.

Management is also responsible for:

* designing, implementing and maintaining an effective
and sound system of internal controls, throughout the
Group;

maintaining adequate accounting records that are
sufficient to show and explain the Groupls transactions
and disclose with reasonable accuracy at any time the
consolidated financial position of the Group, and which
enable them to ensure that the consolidated financial
statements of the Group comply with IFRS;

maintaining statutory accounting records in compliance
with local legislation and IFRS;

taking such steps as are reasonably available to them
to safeguard the assets of the Group; and

* preventing and detecting fraud and other irregularities.

The consolidated financial statements of the Group for
the year ended December 31, 2013 were approved by
management on March 14, 2014.

President Vice-President
A.U. Mamin

March 14, 2014 March 14, 2014

of Economics and Finance
A.M. Lepesbayev

Chief Accountant
N. Kh. Abilova

March 14, 2014

Independent auditors’ report

To the Board of Directors and Shareholder of JSC
National Company Kazakhstan Temir Zholy: We have
audited the accompanying consolidated financial
statements of JSC National Company Kazakhstan Temir
Zholy and its subsidiaries (collectively — the “Group”),
which comprise the consolidated statement of financial
position as at December 31, 2013, and the consolidated
statements of profit or loss and other comprehensive
income, cash flows and changes in equity for the year
then ended, and a summary of significant accounting
policies and other explanatory information.

Management’s responsibility for the
consolidated financial statements

Management is responsible for the preparation and fair
presentation of these consolidated financial statements in
accordance with International Financial Reporting
Standards as issued by the International Accounting
Standards, and for such internal control as management
determines is necessary to enable the preparation of
consolidated financial statements that are free from
material misstatement, whether due to fraud or error.

Auditors’ responsibility

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit. We
conducted our audit in accordance with International
Standards on Auditing. Those standards require that we
comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether
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the consolidated financial statements are free from
material misstatement. An audit involves performing
procedures to obtain audit evidence about the amounts
and disclosures in the consolidated financial statements.
The procedures selected depend on the auditors’
judgment, including the assessment of the risks of
material misstatement of the consolidated financial
statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal
control relevant to the entity’s preparation and fair
presentation of the consolidated financial statements in
order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the
appropriateness of accounting policies used and the
reasonableness of accounting estimates made by
management, as well as evaluating the overall
presentation of the consolidated financial statements. We
believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the consolidated financial statements
present fairly, in all material respects, the financial
position of the Group as at December 31, 2013, and its
financial performance and cash flows for the year then
ended in accordance with International Financial
Reporting Standards as issued by the International
Accounting Standards Board.

Engagement Partner Chartered Qualified auditor Qualification
Accountant Certificate of Public certificate No.0000095 dated

Practice 78586 Australia
Andrew Weekes

August 27, 2012,

Dulat Taituleyev

March 14, 2014

General Director
Deloitte, LLP
Nurlan Bekenov

the Republic of Kazakhstan

Deloitte, LLP

State license on auditing in the
Republic of Kazakhstan No.0000015,
type MFU-2,

issued by the Ministry of Finance of
the Republic of Kazakhstan dated
September 13, 2006
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 21, 2013

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2013 (CONTINUED)

{ir thouzands of tergea) (i thouzands of tengea)
Mabes December 31, December 21, Jinlir:r' 1. MNaoties December 31, December 31, Juﬂul.r.}' 1,
) ] 2002 (restated) 2012 {restated) oy Z012 irestated) 2002 (restated)
ASSETS
Mof-current assels Mon=current liabilities
Fropery, plam and equipmen 3 1980 42 Gdd 29500 1295772517 l!-l,mwinlm 149 205 56953 220,128 87 178,248, 140
Intangible assets L] 9,504, 56 B5T0,84 B 360,072 Dbt securitics isswed 20 IIEDG3 63 IF6RE M 154927050
Investmients in associales 7 1.943,78 2,633,774 2. 186,636 Finance lease liabilities 2 141341 4,546,006 5,016,003
Investments in joint ventures T 2a T4e 5T |2 845 45 2782 BGR Ermployes benefit obligations 22 }ART 721158 25439 160
Investmient properiy # T2 44 7,029.20 6, 3TH BT Deferred income tax liability 25 11546588 153.590.26 121,030,361 &
Asset held for the benefit of the Sharcholder 13 10,757 88 7, 0000, ) - Cither nom=current liabilities 26 23010,25 2521514 1 79, T §
Othser financial assets 12 1923207 1,574,221 O =MD =
Cither mon-current assets @ 185 849 3K I 34,000,210 55544123 Total non-current liabilities 915,059.5% THZIE150 4HIEA1ANE %
o
Tatal non-current assels 2222 B33 LELEISR.6T  1.371.500.89% Cuarrent linbilities ;%
Ilm-rnwinp 149 14 B6sE 84 20 166,06 35 604 957 %
Current assets Current partion of debt securities issued 20 1. B, | 5 T.587.53 2,056,600 E
Inventories 10 37,723,590 34.510.57 42,105,512 Current portion of finance lease lighilities 2 450,64 552251 614,257 o
Trade accounts receivable i B 107,14 T.rEd 11 4,610,807 Current pation of emphoyee benelit obligations 22 249034 1.485.74 20834585 2
Ciher financial assets 12 36, TR GT A8, 306,85 57,332,864 Trade accounts payable 24 TT375.6] Q850342 71,573,394
Prepaid income tax 2, 194,08 2,549.67 6,386,247 Income tax payahle 1,339,237 91,648 117,074
Asset held for the benefil of the Sharcholder 13 20 Tk OF 2R 65 47, 1T 0M Other taxes [ﬂ':'ihlc 25 10, 154,71 0 494 hH T.TES 408
Loans griven 14 363919 - - Cither current liabilitics 26 014,700 b5 12032566 134554670
Cash and cash equivalents 16 85,855,940 %, 706,42 133,556,130 @
Kesiricted cash 117037 1,1T8,13 1477440 2d3,.246.65 26820701 254479 555 5
Chiber current assets 15 Gl T A | 48, 160,56 JH.E55.524 Liabilities directly associated with assets g
classified as held for sale 17 - 165,674,84 - %
265 393 88 240,494,177 332,142,054 w
Assets classified as held for sale 17 . 37,720,51 - Total current liabilitics 241,246,065 2E4.881.85 254479855 %
Total current assels 265393 88 2TE.215.28 332142054 Todal liabilities 1158 306,24 104726335 7373212731 é
o
(¢]
Totnl pasets TARTATT YT 20 AT 1 T00 62 D40 Total couity and liabilities :.-IFIT.-IT':‘£'." I.Wﬁ.-ﬁ'.'].% 1,700 e 2 Sy
EQUITY AND LIARILITIES
Equity
Share capital 18 683 95299 675,526,24 79417087
Addiional paid-in capinl and unisseed share e
capital 242447485 43,407 .83 103,121,474 E'
Forcign curreney translation rescrve (144,081 (112268 (197,201 8
Eetamed ¢i|mingx IEE BAE RE 327 866,21 297 B34 G40 E.i-
a
Equity atiributable to owner of the Company 1315, 105,64 1,041, 788,02 Sl [ 66 310 %
Mon-controlling iverests is 14,865,37 1.522.57 . 155, 366 %
=
Taotal equity 1,529.171.02 1045 3 10,60 66,321 6ThH @
AL Mamin AL Lepeshayey M. Kh. Abilova
President Viee-Fresident of Chiel Accountant
Economics and Finance
March 14, 2014 barch 14, 2014 March 14, 2014

The notes below fiorm an integral part of the consoldated financial statemens.
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o
(=g
(4]
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME CONSOLIDATED STATEMENT OF CASH FLOWS ®
FOR THE YEAR ENDED DECEMBER 31, 2013 FOR THE YEAR ENDED DECEMBER 31, 2013
{ir thowsands of termgal {iry thowsands of fenga)
Modes 2003 DINDE (et bisd Moles Inla 2012 {restated)
Contimaing operatioss Cash Mows from aperating adlivities:
Revenue
| E - Prodit for tbe year 112,435 566 1= 862 TI5
F St 747 RO, 161 (K7 952 ¥ . )
Pmi : E‘H:l;-.::mqumu:im 71,549,771 ﬁi?:-lm,d:ﬁ Ingome tax expense recognized in profit or bss 39,124,709 FI.582376
Cipvemment grants 23 B0, 763 23048 364 ,
7 11 %14 3 15 % Adjustmenits for:
e revene . 33,335,306 32,108,012 Depreciation and amanization 90,524,626 77,744,796
Total revenue 73,565,703 R0, 455 556 Firange cosis 37074.159 10,538,415 "
. . Allowance for usrecoverable valee added wx B 3,845 902 1 &), 792 &
Cost ol sales 8 (S E6Z0RI) (SRR ISE0E) Provision on legal claims 2 907721 o 37T %
Crross profit T, T3, 622 255, 1060 643 Lo from impairment of property, plant and equipment 5 1,523,433 101,945 5
Gieneral and sdministrative expense 9 (94, 155,179)  (T9619,964) I‘__Tm z ﬂﬁ:‘ of property, plant, and equipment and other fixed asscts - :ﬁﬁ;‘; @ 1{;“-__1111:' %
Selling expenses (158403)  (193,391) Acerual of defined benefit plan (1.254018) 3,684,885 9
Liss from impairment of property. plant and equipmendt 5 [I.ﬂ"i.d-"ijl (100, 945) Share of profit of T 7 H-J-E.Uﬁ'-] 1_'1:2“,__'_5:: e
Other income and exponss ) 3815136 3,661,131 Share of loss of joint vertunes 7 4,701 206 561,661 =
Finanes income " 75-“93*{4 4353438 Recovery of allowance for ohsolete and show-moving invenlaries 1 {148,070 (32.931) T
:an: ool | 3l {3&::]’;;;& liﬁﬁﬂ?} Allowance for doubifisl debts 1,535,663 IA%7821 2
ﬁ?;pnr}mmn:: t::rcium 7 [ 132 I:IS-'.: 489,452 ';"'"“d B ka;'”m cHpense siﬁﬁg 4 g:;.:;:[: =
. . = o oreign exchange Sl L33,
Share of loss of joirt ventures 7 (4,701,206 (561.661) Loowss oo alisposaa] of assets related 1o discontinued operations 17 2,274 5064 "
Profit before tavation 160,296,286 150,994,742 Other {498,57T) {338,160)
Incoms tax expense 23 (39048.623)  {31.032,566) Operating income before changes in working capital 300,099,222 265,333,166 o
Profit for th frm il i 121,247 5663 1 197E 1 Th i : )
¢ for the year ™ continuing operations Iierease i rade sceoumils receivable (1, 338033) (BO24 513) G
Discontinwe] operations Decrense im imyvenlories 1,028 942 1317325 =
Lass for the year from discontinesd operations 17 (2 E12,00T) 11,109,451 ] Drecreaze(increase)in oiher current and nan-current assets {including ron- %
curreni VAT recoverable) R&T ik {20,652 O8E) ”
rafit for the year 1E435.566 | 18862725 Increase in trade accounts payable 11,953,973 19,0054, 628 S
l:l'lh-lrﬂl'rlpl‘ihmh'i- loss, mel of nceme s [ [rereass M imercase i olther laves payable (22, 1ML ETS) L3D4T2 g
Aremes ha will ot be reckassiffed subsequennly fo proflt or loss: Increase/(decrease) im other carrent liabilities 8,775,589 (2,688,T88) 5
Actuarial remeasuremsent of defined benefit obdigation 12 (1BO0RDA3)  (2.402,869) Ixecrease im employes benefi obligations (2023.966) (1.859.241) 3
, " be peclassiffed subs . Jitar | Decrease im other nom-currend labiliies {18.586) (9,301} ©
Tt MAWR AR} il e el AL 'i,nq-'ﬂdr_l. Tied I|'I'.|'r| i Liais”
Foreign currency sranslation {losshgain (31.813) 84,933 Cash generated from operations 206,873,160 252,831,599
Crther comprehensive loss for the year (3B ETE) {2.517,9346) .
InEenest paid {41,399 092 {22 054 BhH6)
Tal comprehensive imcome For ihe year 114,595, 64 116,544,780 Interest received 00020 3248830
Profit for the year attributable to: tcome Lax pald LD e !
Crumer 'Jl’ll';:‘lf-'ﬂmm"!f " 1 ';-ﬁ:—;;; ' ‘Tﬁ;’i‘{: Net cash flows from operating activities 256,621,708 228,009,035 g
Mo-cmirolling, mikresls a B07, d E
118435566 118862728 =
(o
Total ¢omprehensive imcome atributable o %
Cramer af the Company 111,787,767 [ 15,454,172 =
Mao-smnirolling mieresis LRV 25 LA E
114,595 651 | 15, 544 TED =
Eamings per share from oomimuing and discommued operstions (in whaole tenge) 3 235 a0
Eamings per share from comtimuing operations {in whale tenge) 3 241 242
AL Mamin AM. Lepeshayey M. Kh. Abilova

President Vice-President of
Fconomics and Finance
March 14, 2014

Chiel Accountant
March 14, 20014 March 14, 2014

I mobes Below Borm an imegral part of the consalsdated Nnancial sStsements.
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CONSOLIDATED STATEMENT OF CASH FLOWS CONSOLIDATED STATEMENT OF CHANGES IN EQUITY s
FOR THE YEAR ENDED DECEMBER 31, 2013 [CONTINUED) FOR THE YEAR ENDED DECEMBER 31, 2013
(in thousands of fenge) {in thousands of tenge)
i S i Mok - L 2013 {reatabed) Share capital Additional  Foreign  Hetained Equity Nof- Tatal cquity
Cash Mows from investing activities: _ paid-in currency  carmings  atiribotable to  controlling
Purchiase of propeiy, plant and cquipment [, AT5,313) (9T 655, 779) capitsl and  translation gwner off e Db
Purchase of intangible assels (X BIT7 Q5T {2504 9205 [— Parent
Proceeds from disposal of property, plamt and equipment and other non- 5;:1: capital s
CUFTEnL asscls 1392400 3650968
Purchase of other non-cunmonl assets {11.315.142) (TA77.800) As at Decensber 11,
ADGUERED oF bakiiaries, s O and cash equvalents aequinsd A (5.606,133) . 2012 (restated) BT5S26248 43407831 (112.268) 322966218 LO4ITESO0Z 7522879 1049310608
Purchase of investmenis in nssocisies (X172 . -
Purchase of investmenis in joint ventures (3,724,340 (1,269,261 Profit for the year 15627571 115627571 2807905 115435566 =
Purchase of availshle for sale investmenis - (573327) Other comprehensive 8
Purchase of other Ninanceal assels _ {35,654 3HG) { 105 65 5 3 ) boss for the year . . (31,8130 (3 807.991) {3,899 804} (T {3,839 876) 5
l"rnnmd.:. from sale of other fmancial assets SOB0STIT B10,705 784 Comprehensive ingome g_.
Loans given 4 {10.000,000) : for the year - (31813 19580 8767 28008 nasesew G
Repayment of loans given . L4 6,000,000 Contribution frod 3
Net cash inflows associated with disposal of a subsidiary 1 4,084,122 Sharcholder (Note 18) 2976983 30,016,011 - (1859,405) 31,133,589 CINEER I
. . Contribution of entity =
Met cush flows nsed im investing activities (470524 K21 ) (400 210 739) under commman conirsl 5
(Naote 18) - 26,233.840 - (262538400 - - g
Cash Mows from financing activithes; Transfier dise 10 bogal -+
Recespt of payment for unissised share capaal 13 000, WD 4, (), (M0 repatration of shares
Froceeds from Bormowings TEI 09 500 100,65 370 ssuance (Mote 18] 5429760 (5,429 760) . . . . .
Beticls issued - 173418.70 Dividends declared
Repayments of borrowings {44,450 ) (11107 2,657) (Mate 18) - _ - (IBS0R211)  (16.809.211) (4070621 (17,406,373
Dhividends ard distributions pasd {25406, 373) {34,209, 7503 Distribution
Purchase of asset held for the benelit of the Sharcholder (3.737.580)  (14.916,953) {Moles 18 and 26) - - (B24,455) (B24,455) (B24,455) g
Repayments of Tnance lease liabilities (1369, 11%) (607852 Contribuion - %
Acljustnent of boan (o g
Mt cash Mows From financing aclivities 2IETIS.67E i 5 S0 the fhir value, met of <
deferred tax of o
Net imcrensof{decrense) in cash snd cosh cquivalenis 15815505 (63 5 _BU5) A7 05 952 thowisand <
16 lenge {Meobis 19 and 23) = 148219925 E . | 48,219,928 - 148,219 928 E
Cash and cash eguivalents a1 the beginning of the year 69,726,277 133,596,150 Acquisition of o
Effect of foreign exchonge rics on cazh and cash equivalems 314,060 (04,9 78) subsidiaries (Mote 32) - - - - 4,142 036 4,142 036 é
Cash and cash equivalents at the end of the year I EERE5.907 B4 TR 2TT As al Decemlser 3,
1] GRIDIZA| 242 AT RS0 (1440810 IHEBAREET 1315005647 14065376 1.339,171.023%
MNom-cash (ramsactions:
Additions of propenty. plant and equipment as a contribaiion to ghare capiial 2002 004 5.5014,165
Fanr walue sdjustmsenis on bsans received Trom ihe Sharetsolder, recognized in
cguily 18 148219528 23 600,67 e
Additions of propenty, plant and equipment within sccounts payable 21073304 14554, T =3
Capitalizstion of interest eopense 100 R | K, KR §
Railway administratbons. debt odfse 1634076 4,707 817 g.
Comribution of nen-cumment assets 1 the share capital of LLP Tulpar Talge 1 . 0,584,085 =
Acquizition of shares ol 150 Karakh Academy of Tramsport and by
Comnmaunicalion 9.1 . T, TS 2 g
Fair valug adjustmenis on boans gives 1o joint ventuge, recognized in §
investitsal im joim venbure 14 SROR13 - g
Purchase of clber non=-curmenl assets withm accounts payable B3R 774 . Z
Additions of proporty, plant and cquipment for the borrowing funds dircctly
transferred by bank fo supplier | T R5E 043 -
ALLL Mamin AM. Lepeshayev N, Kh. Abhilova
President Vice-President of Chiel Aecountant
Economics and Finance
March 14, 2014 March 14, 2014 March 14, 2014
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013
(i thewsamnds of lenge unless olenwise stalfed)

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2013 (CONTINUED)
(in thousands of fengea)

n
(=
=
&
[ngd
%
<

. GENERAL INFORMATION

Share capital  Additlomal  Foreign  Hetaingd Equity Nom- Tatal equiny
paid-in currency  earnings  aliributable te contrelling e . . L . . . N .
capital and  translation P [T T, JSC Mational Company Kazakhstan Temir Zholy (the “Company™) was organized in Kazakhstan in
unlssued FEsErve Fareni accordance with Besolutions of the Government of the Bepublic of Kazakhstan (the “Government™)
share capital for the purpose of establishing a holding company for the Government™s rulway industry assets.
The Company was registered on Mav 15, 2002, The consolidated fnancial statememts include the
"‘;:“'p:“_“ﬂ']' I, 2012 results of the operations of the Company, and its wholly owned subsidiaries (collectively, the
s previously ", -y 3 . N x . . F
reported) STO417007 103121474 (197.201) 261078267 944310637 6158078 950477718 “Uroup”). The addres of the Company's registered oflice i 6 D.humnyey ot., Astena, DI, the "
Republic of Kazakhstan, g
Adjustmenis (Node 3) = . - | 5, B80T 15,546,673 {2,712} 1 5,843,961 g*
As ot Jamaary 1, 2012 The Government represented by J3C National welfare fund Sammk-Kasyna (the Ministry of 5
(restated) STRAITONT 103 121ATS (197.200)  2TT.E2A540 960066500 6, 155366 966321676 Transportation and Communication of the Republic of Karzakhstan before June 8, 2006; %
JEC Kazakhstan Holding for the Management of State Assets Samruk before October 17, 2008) is e
Prafit for the yeur - - - IR TRLI0E 1T TTLI0E 100061T 118,862,728 . ) e » =
ther comarehansive the sole sharcholder of the Company (the “Sharcholder™). g
boss fior the year . - R4933  (2402.869)  {2.317.936) . {2,317.936) ) g
Comprelensive incone The Government controls the structure of the Group and establishes the long-term sirategy of the S
for the year - . £4933  DIS 360230 115454172 1080617 116,544, 78S railway operations in the Republic of Kazakhstan, Since 1997, the Government has been in the g
Contribution to share process of restructuring the raill svstem in Kazakhstan which included the establishmeni of the o
_scapital {(Noie 18) 4084405 5A429.T60 - - 9.514.165 9,514,165 Group, the segregation of the passenger and cargo transportation and the associated rail tanffs and
"f'bi;d““:.k&’l the intraduction of Government subsidies for passenger travel. The Group's development strategy
.’L“'_m .I_,I?_':;u!m;m 92,024,746 (92,024,746) i i . . . through 2020 AREUMES :».'i5||'i|-|¢:|.|'|l in et i I:|'||.!: railu.:lg.- assets, Within |I|i:-:.x|:ml¢1-.:, ||:]¢ E:Tﬁ"!’..]m“
Dividends declared developed a detailed restructuring action plan, which will result in the establishment of 15C KTZh-
(Mate 18) - - - (IGRGE0TH) (36 E6E0TH) [ELE 2 Rl Infrastructure and J3C NC KT/h (corporate center), JSC KTZh-Cargo Transponations, 15C KTZh- SO
Dristrabwtson Passenger Transportations and JSC KTh-Production and Repair. g
[Moles 18 and 26} - . = [32958,124) (32958, 124} {12,958,124) §
[‘";!"b““”"t;’_ml The Group operates a Government regulated navionwide railway system providing  freight 3
SR N Iransporiation, passenger iransporiation and maintenance of railway infrasiruciures within the S
the fair value, set of N . . o . _ 2
deferred lax of Republic of Kazakhstan, As part of the regulation of the rail industry in Kazakhstan, the Government o
B, T30 336 housand sets the taniffs which the Group charges its freight and passenger customers, and also partially 8
temge (TMobes 19 amd 23) - 26,851,343 - - 26,881,543 . 26,881,343 subsidizes certain passenger ransporation activities through government granis. These regulmted =
Change of non- ) tanffs differ based on the tvpe of transportation provided. The tarifT for freight transportation in ®
::!h':“;::?i:"mq in ) ) . - TS — (37 international transil direction is not regulated by the Government,
Asai D ber 11 Im 2002 and 20012 the Group, with the Government's permission, increased freight transportation
2012 (restated) 675526248 43407531 (112.268) 322966215 1041785009  7.522.579 10493 10,608 tariffs by an average of B4% and 15%, respectively, and passenger transportation tariffs for
international, imerregional and inter-district direction by 7% and 1084, respectively. Government
grants provided o the Group have also increased. Ej
5
<,
2
a
s
3
7
AL, Mamin A M, Lepeshayev M, Kh, Abilova
President Vice-President of Chiel Accountant
Economics and Finance
Blarch 14, 2004 March 14, 20014 March 14, 2014
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of preparation

The Group's consolidated fnancial statements have been prepared in accordance with
International Financial Eeporting Standards (“IFES™) as issued by ihe International
Accounting Standards Board (“IASBY). The consolidated financial statements have been
prepared on a going concem hasis,

The consolidated financial statements have been prepared on the historical cost basis, except
fior certain financial instruments that are measured at revalued amounis or fair valwes at the end
of each reporting period, as explained in the accounting policies below. Historical cost is
generally based on the fair value of the consideration given in exchange for goods and services.

Fair value is the price that would be received (o sell an asset or paid (o transfer a lability in an
orderly transaction between market participants at the measurement date, regardless of whether
that price is directly observable or estimated using another valuation technique, In estimating
the fair value of an assct or a liability, the Group takes into account the characteristics of the
assel or liability if market participanis would ke those characteristics inbo account when
pricing the asset or hability at the measurement date. Fair value for measurement and'or
disclosure purposes in these consolidated financial statements s determined on such a basis,
excepl for leasing ransactions that are within the scope of TAS 17, and measurements. that have
some similarities to fair value but are not fair value, such as net realisable value in [AS 2 or
value in use in IAS 36,

In addition, for financial reporting purposes, fair value measurements are categonised into Level
I, 2 or 3 based on the degree 1o which the inpuis to the Fair value measurements are ohservable
and the significance of the inpuls 1o the fair value measurement i its entirety, which are
diescribed as follows:
= Level | inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities that the entity can access at the measurement date;
#  Level 2 inputs are inputs, other than quoted prices included within Level 1, that are
observable For the asset or liability, either directly or indirectly; and
#  Level 3 impats are unobservable inputs for the asset or liability.

Adoption of new and revised standards
Stendards and Interpretations adopted during the curvent vear:

In the current year, the following new and revised Standards have been adopted and have
affected the amounts reported in these financial statements.

New and revised standards on consolidation, joint arrangemenis, associates and disclosuwre

The Group has applied retrospectively a package of five Standards on consolidation, joint
arrangements, associates and disclosures, including IFRS 10 Consolidated Financial
Sraterents, IFRS 11 Joint Arrargements, IFRS 12 Disclosure of Interese in Other Entities,
IAS 27 (as revised in 2001) Separate Fimancial Statements and 1AS 28 (as revised in 2011)
Frevestments in Asvoefates gand Jofnd Ventures,

The key requirements of these five standards are described below.

IFES 10 replaced the parts of 1AS 27 Consolidated and Separare Financial Starememts that
deal with consolidated financial statements. SIC-12 Consolidation — Special Purpose Entities
has been withdrawn. Under IFRS 10, there is only one basis for consolidation, that is, control.
In addition, IFES 10 includes a new definition of control that contains three elements: (a)
power over an investee, (b) exposure, or nghts, o varable retums from its involvement with
the investee, and (c) the ability o use its power over the investee 1o affect the amount of the
investor's return. Extensive puidance has been added in IFRS 10 1w deal with complex
SCLTIAroS,

The Group assessed whether the consolidarion comcilusion under IFRS 10 differs frone (A5 27
SRIC 12 as ot Jgnwary 1, 200 3, The Group concluded that the adoption of IFRS 10 did not result
in any change in the consolidation siatus of its subsidiaries,

IFES 11 replaced IAS 31 Fotferests in Joint Ventres, IFRS 11 deals with how a joint arrangement
of which two or more parties have joint control should be ¢lassified. SIC-13 Jointly Comirolled
Entities — Non-moneiary Confributions by Venturers has been withdrawn. Under IFRS 11, joint
arrangements are classified as joint operations or joand veniures, depending on the rights and
obligations of the partics to the armangements. In addition, joint ventures under IFRS 11 are
required to be accounted for using the eguity method of accounting. The adoption of IFRS 11 did
not result in changes 1o the Group's conselidaed financial statements.

IFRS 12 Discloswre of Interests in Ocher Entities 15 a disclosure standard and is applicable 1o
entities that have interests in subsidiaries, joint amangements, associates and unconsolidated
siructured entities. Im general, the application of IFRS 12 has resulied in more exiensive
disclosures in the consolidated Dnancial statements (Note 7).

IFRS 13 Fair Vilie Measirenment

IFRES 13 Fair Valwe Measuremeni esiablishes a single source of guidance for fair value
measurements and disclosures about fair value measurements. The Standard defines fair value,
establishes a framework for measuring fair value, and requires disclosures about fair valoe
measurements, The scope of IFRS 13 iz broad; it applies to both financial instrument items and
non-fnancial instrument items for which other IFRSs require of permit fair value measurements
and disclosures amount fair value measurements, except in specified circumstances. Other than
the additional disclosures, the application of IFRS 13 has not had any material impaci on ihe
amounts recognised in the consolidated financial statements.

TAS 19 fas revised in 200 1) Emplovee Benefits

The amendments 1o [AS 19 Enplovee Benefits change the accounting for defined benefin plans
and termination benefits. The amendments require the recognition of changes in defined benefit
obligations and in the fair value of plan assets when they occur, and hence eliminate the *corridor
approach” permitted under the previous version of [AS 19 and accelerate the recognition of past
service costs. All actuanal gans and losses are recogmsed immediately through  other
comprehensive income,

As a result, the Group recogmised all past service costs when they occurred adjusting 1ts fnancial
slatements retrospectively, See WNote 3 for the effect of adoption of revised IAS 19 on the
previcusly reported amounts. Management of the Group believes that the effect of this
application of the amendments to TAS 19 is insignificant to the consolidated financial statements
of The Growp,
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In addition, the Group adopted the amendments (o various other standards that were part of the
annual initiative aimed at the general improvement of the effective IFRS. These amendments
were related to ceriain expressions and issues regarding presentation of consolidated financial

statements, and issues of recognilion and appraizal. The improvements have led o a number of

changes i the detail of the Group’s accounting policies — some of which are changes in
terminology only, and have had no effect on amounts reported,

Standards and [nterpretations in issue to be adopied in fiture periods:

At the date of auwthorization of these consolidated financial statements the following
Interpretations and Standards were in issue but not yet effective:

Effective for annual

Control assessment

Controd over JSC National Company Aktau fnternational Sea Commercial Port

J5C Natwonal Company Aktau [ntemational Sea Commercial Port 1s recogmized as a subsidiary of
the Group (Notes 3, |8 and 33), although the Group does not kegally own shares in JSC Mational
Company Aktau Intermational Sea Commercial Port. The Group assessed whether it has control
over JRC Mational Company Aktau Intemational Sea Commeercial Port, considering all relevant
facts and circumsiances arising from a trust management agreement concluded with JSC National
Welfare Fund Samruk-Karsyna, the legal owner, in respect of its 100%% ownership interest in JSC
Mational Company Akiau International Sea Commercial Port. As a result, the Group concluded that
the Group controls Akiau International Sea Commercial Port. In making their judgment,
management of the Group considered the broad power granted to the Group by the sole

periods beginning sharcholder, which gives the Group ihe practical ability to unilaterally direct the relevant activities
on o after of JSC National Company Aktau Intermational Sea Commercial Port to affect iis returns o the
IFRS % Financial instruments Jamsary 1, 2005 cmF-
Amendmients to IFEES 9 and IFES 7 Mandaiory Eifective Date of IFRS 9 and . Y

Transiteon Disclosunes ’ Jameary 1, 20015 Control over Tulpar-Talgo LLI
Amendments to JAS 32 Financial [nstruments: Offsetting Financial Aszsets and - - —

Financial Lishilities Tamuary | 2014 Tulpar-Talgo LLP is not recognized as a subsidiary of the Group (Note 7), although the Group
Amendments 1o IFRS 10. IFRS 12 Investment Entities and 1AS 27 Jamuary 1, 2004 holds a 99.99% interest in Tulpar-Talgo LLP. The Group has no control over Tulpar-Talgo LLP,
Amendments to 1AS 36 Impairment of Assets Jarusary 1, 2004 due to an oplion coniract whereby Talgo Kazajstan S.L. may re-acquire 49.99% of the charter
Amendments to 1AS 39 Financial Insiruments: Recognition and Measurement Jarmusary 1, 2004 capital of Tulpar-Talgoe LLP. Consequently, the Group recognizes Tulpar-Talgo LLP as joint
IFRIC 21 Levies J:l'lqu}' 1, 2004 veniure and accounts for it Uﬁjﬂ-ﬂ the .;-quila,l meihsnd.

Management anticipates that the adoption of the above standards will not have a material impact
omn the consolidated financial statements of the Group in the period of initial application.

Critical accounting judgments and estimates

The preparation of the consolidated financial statements in conformity with IFRS requires
management to make judgments and use estimates and assumptions that affect the reported
amounis of assels and liabilities at the reporiing date of the consolidated financial siatements and
the reported amounts of revenues and expenses during the reporting period. Although these
estimates are based on historical expenience and other factors that are considered o be relevant,
events or actions may mean that actual results ultimately differ from those estimates.

The key assumplions congerning the future and other key sources of estimation unceriainty al the
reporting date, that have a significant risk of causing a material adjustment to the camying
amounts of assets and liabilities within the next financial yvear, are discussed below,

Centrol over afrports

O May B, 203 the Group, represenfed by the subsidiary JSC Natnonal Centre for Transpor
Logistics Development, and the Commuittee of the state property and privatization of the Ministry
of Finance of the Republic of Kazakhstan (hereinafier - the "Commiltee™) enfered into an
agreement en the trust management of 1HP% state-owmed shares of joint-stock companies
Kokshetau Aircompany, Petropaviovsk Intemational Airport, Astana Intermational Airport,
Kostanay  International  Airport, which are owned by ihe Ministiry of Transport amd
Communications of the Republic of Kazakhstan, The Group has not recognized the airports as
subsidiarics of the Group, as the Group is acting as an agent and docs net control these airports,
exercising its decision making authority delegated to the Group by the Committee for and on behal f
of the Committee. This agreement does not entitle the Group to any retums from the operating
activities of the airpons,

Controd over J5C Khorgos Tnrermarional Centre of Bowndary Comperation

O July 1, 20011 the Group entered mto a trust management agreement with the Commutiee in
respect of the entire equity inferesi in JSC Khorgos Intemational Centre of Cross-border
Cooperation (hereinafier, “Khorgos™), a state-owned company. The Group has nol recognized
Khorgos as a subsidiary as the Group 15 acting as an agent, exercising decision-making authonty
for and on behalf of the Committes, and does not control the entity. This agreement does not entitle
the Group to any returns from the operating activities of Khorgos.
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Trppcrivmer! of ieengible and inrangible assets ofler than goodwill

At the end of each reporting period the Group reviews the carmmving amounts of its tangible and
intangible asseis (o determine whether there is any indication that those assels have suffered an
impairment loss.

The assessment of whether there & an indication of impairment 15 based on a number of factors,
such as change in expectations of growth in the railway industry, estimates of future cash flows,

changes in ibe future availability of financing, technological obsolescence, discontinuance of

service, current replacement costs and other changes in circumstances.

If any such indication exisis, the recoverable amount of the asset 15 estimated and compared 1o
the carrying amount of the asset. If the carrying amount exceeds the recoverable amount an
impairment is recorded, The recoverable amount is ihe greater of fair value less cost to sell and
value in use. In assessing value in wse, the estimated future cash flows are discounted to their
present value using a pre-lax discount rate that management believes reflects the current market
assessment of the time value of money and the nsks specific to the assets. A change in the
estimated recoverable amount could result in an impairment, or reversal of an impairment, in
future periods.

Post-gmployvmen bernefils

The Group operates a defined benefit pension scheme which has been accounted for in accordance
with 1AS 19 Emploves Benefits. Application of IAS 19 requires the exercise of judgment in relation
to various assumptions used in determining the benefit obligation including future annual minimum
pay riscs, employer and pensioner demographics, discount rates and the expected rate of future
annual railway ticket price increases. The Group bases TAS 19 estimates on, amongst other things,
historical experience and recommendations from its actuaries. A change in assumptions could have
a significant impact on its future operating results. See further information in Note 22,

Jiveriovy vallgficn

Inventory is valued at the lower of cost or net realizable value. The Group records an allowance
1o reduce the carrying value of obsolete and slow-moving inventory to net realizable value, when
appropriate. The actual value realized on disposition of such inventory may differ from the met
realizable value; any such difference could have a significant impact on future operating results.

Becoverabilite of VAT

Al each reporting date the Group assesses the recoverability of VAT ansing on sales 1o
customers on intemational wwansportation. The Group cannot charge VAT onwards (o these
customers, and accordingly can only receive these amounts through a collection from e tax
authorities. In assessing the recoverability of the VAT receivable, the Group considers
information from its intermal ax  depariment regarding  projecied  collection of VAT,
cormespondence with government 1ax authworities, and historical recovery experience. The actual
amount of VAT recovered could differ materially from the Group's estimate and this could
materially impact future operating resulls.

Depreciation of property, plant and equipment

Depreciation of property, plant and equipment is computed using the straight=-ling method over
estimated wseful lives. The estimates of useful lives, residual values and methods of depreciation
arc reviewed at cach reporting date, and adjusted if appropriate. Any changes are accounted for
prospectively as a change in accounting estimale, Estimates of the useful lives and residual value
of these assets are based on the expected economic use, repair and maintenance progrums, and
volume of activity, technological advancemenis and other business conditions and may require
significant filure expenditures in order w mainiain the property o a high level, 1T these
assumplions were w change, it could result in significantly differemt depreciation amounts than
those previously recorded.

Tmevame taves

Kazakhstan legislative acts and regulations are not always clearly written. Instances of
inconsistent opinions between local, regional and national tax authorities are possible. Where
additional taxes are imposed by the tax authorities penalties and interest applied are significant;
penalties are generally assessed at 50%% of the additional taxes accrued, and interest is assessed
al 13.75% of faxes not seiiled on a timely basis, As a resull, penalites and inferest can exceed
the amount of additional accrued taxes,

Because of the uncertainties disclosed abowve, the uliimate amount of faxes, penaliies and
interest, if any, imposed may be in excess of the amount expensed to date and accrued as at
December 31, 2013, Any difference between the estimated amount and the actual amount paid,
ifany, could have a significant impact on future operating resulis,

Loas fram the Shareholder at a rate below dhe marker inferest rave

The Group receives loans from the Shareholder at a rate below the markel rate of inlerest for
similar loans in arms length transactions. These loans are imtially recognized at the fair value of
the consideration received less directly attributable transaction costs. The Group calculates the
fair value of these loans using markel rates on povernmental long=term wreasury bonds with
comparable maturities and recognizes an adjustment © the loan value (less the related deferred
tax) within additional paid-in capital. When no comparable maturities exist, the Group
extrapolates the most comparable market rates to the life of ihe loan received by the Group, Afier
initial recognition, mterest-bearnng loans and borrowings are subsequently measured al amorized
cost using the effective interest method.

Basis of consolidation

The consolidated financial sfatements comprise the financial siatements of the Company and
entities controlled by the Company and its subsidianes listed in Node 35,

Subsidiarics are consolidated from the date on which comrol is transferred 1o the Group amd cease
1o be consolidated when the Group loses contral of the subsidiary. Specifically, income and
expenses of a subsidiary acquired or disposed of during the vear are included in the consolidated
statement of profit or boss and sther comprehensive income from the date the Group gains conirol
until the date when the Group ceases o controll the subsidiary.,
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Conirod is achieved when the Giroup:
= has power over the investes;
o 5 exposed, or has rights, to varable retums from i85 involvement with the investee; and
*  has the ability to wse its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate
that there arc changes to one or more of the three clements of control listed above.

When the Group has less than a majority of the voting nights of an investee, it has power over the
investes when the voting rights are sufficient to give it the practical ability o direct the relevant
activities of the investee umlaterally. The Group considers all relevant facts and circumstances in
assessing whether or not the Group’s voting rights in an investee are sufficient to give it power,
including:
# the size of the Group®s holding of voting nghts relative o the siee and dispersion of
haldings of the other vote holders;
potential voting rights held by the Group, other vote holders or other parties;
rights arising from other contraciual arrangements; and
any additional facts and circumstances that indicate that the Group has, o does nol have,
the current ability to direct the relevant activities at the time that decisions need to be
made, including voling patierns at previous sharcholders’ meetings.

Profit or loss and each component of other comprehensive income are attributed to the owners of
the Group and to the non-controlling inleresiz, Total comprehensive income of subsidiaries is
attributed to the owners of the Group and to the non-controlling interests even if this results in the
non-controlling interests having a deficit balance.

All intragroup transactions, balances, and unrealized gains and losses on transactions between
Ciroup companies are eliminated on consolidation,

Busingss combinations

Acquisitions of businesses are accounted for using the acquisition method of accounting except
for business combinations befween entities under common ¢onirel, The consideration transferned
in a business combination s measured at fur value, which 15 caleulated as the sum of the
acquisition-date fair values of the assets transferred by the Group, liabilities incurred by the
Croup 1o the former owners of the acquiree and the equity interests issued by the Group in
exchange for control of the acquiree. Acquisition-related costs are generally recognized in profit
or loss as incurred,

The identifiable assets acquired and the habilities assumed are recognized at their fair value at
the acquisition date, except that:

»  deferred tax asscts or liabilitics and liabilitics or assets related to employee benefit
arrangements are recognised and measured in accordance with TAS 12 “Income Taxes™ and
1AS 19 “Employee Benefits™ respectively;

* liabilities or equity instruments related to share-based payment arrangements of the
aoquiree o share=based pavment armangements of the Group entered into W replace share-
based payment arrangements of the acquiree are measured in accordance with IFRS 2
“Share Based Pavmier ™ al the acquisition date; and

. assels (or disposal groups) that are classified as held-for-sale in accordance with IFRS 5
“Mon-current Assets Held for Sale and Discontinued Operations™ are measured 0
accordance with IFRS 5,

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of
any non-controlling interests in the acquiree, and the fair value of the acquirer’s previously held
equity interest in the acquiree (if any) over the net of the acquisition-date amounts of the
idenifiable assets acquired and ihe liabilities assumed. IF the fair value of the net identifiable
assets acquired and habilities assumed exceeds the sum of the consideration transferred, the
excess is recognized immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests and entitle their holders to a
proportionate share of the entity’s net assets in the event of liquidation may be initially meazsured
either at fair value or at the non-controlling interests” proportionate share of the recognised
amounts of the acquiree’s identifiable net assets. The choice of measurement basis is made on a
transaction-by-transaction basis, Other types of non-controlling interesis are measured at far
value or, when applicable, on the basis 5|:|-:|:il'|cd in anather [FES,

Goodwill arising on acquisition of a business is carmied at cost as established at the date of
acquisition of the business less accumulated impairment losses, if any, The Group tests goodwill
for impairment annually or more frequently when there s indication that the goodwill may be
impaired. The goodwill is allocated to each of the Group’s cash generating units (or groups of
cash generating units) that is expecied 1o benefit from the synergies of combination, Any
impairment loss for goodwill s recognised directly in profit or loss and is not reversed in
subsequent periods.

Business combinations nnder commaon control

Business combinations of entities under common control (entities controlled by the Government
of Kazakhstan) are accounted for on a historical cost basis, which resulis in the historical book
value of assets and Liabilities of the acquired entities being combined with that of the Growp. The
consolidated financial statements of the Group reflect the effect of the combination, as if it
occurred, at the beginning of the earliest period presented,

Any difference between the amount recorded as share capital issued and the amount recorded for
the share capital acquired is adjusted against retained carnings in the conselidated statement of
changes in equity.

Functional and presentation currency

The Group's consolidated financial statements are presented in Kazakhstan tenge (“tenge™ or
“KZT™). The functional currency of the Company and of its subsidiarics is also the tenge. The
functional currency of the Group's branches in Russia is the Russian ruble. The assets and
liabilities of these branches are translated into tenge at the exchange rate effective at the reporting
date and the profit and loss items are translated into tenge at the weighted-average exchange rate
for the year. Exchange rate differences anising on translation are recorded directly 1o other
comprchensive income. Upon disposal of a forcign operation, all of the accumulated exchange
differences related 1o that specific forcign operation are recognized in profit or loss,

The tenge is not a fully convertible currency outside the Republic of Kazakhstan, Transactions in
currencies other than the Group®s functional currency (foreign currencies) are recorded at the
market rate ruling at the date of the transaction using market rates, fixed by the Kazakhstan
Stock Exchange (“KASE"). For foreign currencies which are not quoted by KASE, the exchange
rates are calculated by the National Bank of Kazakhstan using cross-rates to the US Dollar
(“USD" or “UISS") in accordance with quotations received from Rewlers,
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Maonetary assets and liabilities that are denominated in foreign currencies are ranslated to the
entily's functional currency at the exchange rate effective at the reporting date with all
differences ansing from a change in exchange rates subsequent to the dale of a iransaction
recognized in profit of loss, Mon-monetary ilems carried ot fair value that are denominated in
foreign currencies are retranslated at the rates prevailing at the date when the fair value was
defermined. Mon-monefary items that are measured in ferms of historical cost in a foreign
curréncy are not retranslated.

The following table summarizes the foreign currency exchange rales for lenge al:

December 31, December 31,

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank, cash in transit, cash on hand and short-term
deposits with an original maturity of three months or less,

Held-to-maturily invesimenis are debt securities with fixed or determinable payments that
the Group has the positive intent and ability o hold (o maturity. Held-to-maturity
investments are measured at amortized cost using the effective interest method less any
impairment, with revenue recognized on an effective yield hasis.

2003 a1} e
AFY financial asseis
LIS Daolkar 133.61 15074
Swiss Franc 17234 16509 : aneial necede Aps e - .
Russian Rubl Py 196 AFS financial asseds are non-derivatives that are either designated as AFS or are not

Weighted-average tenge exchange rates for the vears ended December 31 were as follows:

classified as (a) loans and receivables, (b) held -to-maturity investments or {¢) financial assets
at FVTPL. AFS financial assets are accounted for at the fair value as of the end of each
reporting period.

2013 22 AFS Ninancial assets are stated at Fair value at the end of each reporting period. AFS equity

i investments that do not have a gquoted market price in an active market and whose fair value

U5 Dollar 152.13 149.11 cannod be reliably measured are measured at cost less any identified impairment losses at the
Swiss Franc fo4.20 13500 end of each reporting period
Russian Ruble 4,78 4 80 )

Recognition of linancial instroments

The Group recognizes financial assets and liabilities on its consolidated statement of financial
position when it becomes a party to the contractual provisions of the instrument. Financial assets
and liabilitics are recognized using trade date accounting.

Financial assets and labilities are initially recognized at cost, which 15 the fair value of
consideration given or received; including or net of any transaction costs incurred and
subsequently recorded at either fair value or amortized cost.

Fair valwe is generally determined by reference to official market quotes, When market quotes
are not available, the fair value is determined using generally accepted valuation methods such as
discounted future cash flows based on observable market inputs.

Amortized cost is calculated using the effective interest method. The effective interest rate is the
rate that discounts estimated future cash receipts (including all fees on points paid or received
that form an integral part of the effective interest rate, transaction costs and other premiums or
discounts) through the expected life of the instrument, or (where appropriate) a shorter period,
to the net carrying amount on initial recognition,

Fimameiod asseds

Financial assets are classified into the following specified categories: financial assets “at fair
value through profit or loss™ (“FVTPL”), “held-<to=maturity™ investmems, “available=for-sale”™
(“AFS™) financial assets and “loans and receivables”™. The classification depends on the nature
and purpose of the financial asseis and is determined at the time of initial recognition,

Trade receivables are recognized and carried at the original invoice amount less an allowance
for doubitful dekis.

.;lnr Ll THLC II TENITS

Oither financial asseis are non-derivative financial assets such as bank deposits with fixed or
determinable paymenis that are nod quoted in an aclive market. Such assets are cammed at
amortized cost using the effective interest method less any impairment.

fmpairment of fingncial assers

Financial assets, excepl for assels stated at FVTPL, are assessed for evidence of impairment
at each reporting date. Financial assets are impaired when there is objective evidence that as
a result of one or several evenis ocourring after initial recognition of the financial assel there
was in value. Such events include a significant change in estimated future cash Mows on the
investment, significant financial difficulty of the issuer or counterparty, breach of contract
terms, creditors providing preferential conditions, borrower’s encountering  financial
difficulues, it becoming probable that the borrower will enter bankruptey, collapse of active
market for the financial asset ete. For financial assets stated at amortized cost the amount of
impairment represents the difference between the carrving value of the asset and present
value of the estimated future cash flows discounted at the imtial effective interest rate.

The carrving value of a financial asset 15 reduced by the impairment loss directly on all
financial asscts, except for trade accounts reccivable, where the carrying value is decreased
by use of the allowance for doubtful debis.
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An allowance for doubtful debts is recognized when the trade receivable is not collected within
its contraciual terms, and collection of the full amount 15 no longer considered probable. The
allowance for doubtful debts is reviewed periodically, and as adjustments become necessary,
they are reported in profit of loss in the period in which they become known, Bad debis are
written-off when identified against an allowance previously recognized.

IT in the subsequent period the amount of the impairment loss is decreased and the decrease
can be objectively related to the event occurring after recognition of impairment, then the
previously recognized impairment loss is reversed in profit or losses (o the extent 1o which
the carrying value of the investment at the date of reverse does not exceed the amount of
amortized value, if impairment had not been recognized.

Fimancial liabifisies

Trade and other aceounts pavahle

Trade and oiher accounts payable are initially measured af fair value and subsequently revalued
at amortized cost using the effective interest method.

fnterest-bearing foans and borrowings

All loans and borrowings are inmially recognized at the Gar value of the consideration received
less directly attributable transaction costs.

Afler initial recognition, interest=beanng loans and borrowings are subsequently measured at
amortized cost using the effective interest method.

Canns and losses, other than borrowing costs eligible for capitalization (for example,
commission on guarantees of third parties), are recognized in profit or loss when the liabilities
are derecognized as well as through the amortization process,

Financial assets and Liabilities are only offset and reporied at the net amount in the consolidated
statement of Anancial pesition when there is a legally enforgeable right to offset the recognized
amounts and the Group intends to either settle on a net basis or 1o realize the asset and seitle the
liability simultancously,

Derecognition af financial assers and liabilivies

Firancial assels

A financial asset {or, where applicable a part of a financial asset or part of a group of similar
financial assets) is derecognized where:

the rights 1o receive cash Mows from the asset have expired;

#  the Group retains the nght to receive cash flows from the asset, but has assumed an
obligation to pay them in full without material delay 1o a third party under a “pass-
through™ arrangement and has transferred substantially all the risks and rewards of the
assel; or

#  the Group has transferred its rights to receive cash flows from the assct and cither (a) has
transferred substantially all the risks and rewards of the asset, or (b) has neither transferred
nor retained substantially all the risks and rewards of the asset, but has transferred control
of the asset.

Where ihe Group has iransferred iis righis o receive cash flows from an assel and has neither
transferred nor retained substantally all the risks and rewands and continues 1o control the assear,
the Group continues 1o recognize the assel. Continuing imvolvement that takes the form of a
guarantee over the ransferred asset is measured at the lower of the original carrving amount of the
assel and the maximum amount of consideration that the Group could be required 1o repay.

Financial labilities

A financial liability (or a part of financial liability) is derecognized when the obligation under
the liability is discharged, cancelled or expires.

Inventories

Inventories largely comprise items that are used in the operation of the railway lines and raillway
vehicles and are not held for mding purposes.

Inventories are valued at the lower of cost or netl realizable valwe. Costs comprize of charges
incurred 1o bring the inventory 1o its present location and condition for its intended use. Net
realizable value is the estimated selling price in the ordinary course of business, less the
estiimated costs of completion and costs necessary (o make the sale. Inventory 15 valued on a
weighted-average cost basis,

Son-carrent assets held for sale

MNon-current assets and disposal groups are classified as held for zale if their carrying amount
will be recovered principally through a sale transaction rather than through continuing use. This
condition is regarded as met only when the sale is highly probable and the non-current asset (or
disposal group) is available for immediate sale in its present condition. Management must be
commitied to the sale, which should be expected to qualify for recognition as a completed sale
within ene year from the date of classification.

When the Group is committed 1o a sale plan involving loss of control of a subsidiary, all of the
assels and labilites of that subsidiary are classiNed as held for sale when the critenia describad
above are met, regardless of whether the Group will refain a non-controlling interest in iis
former subsidiary after the zale.
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Mon-current assets (and disposal groups) classified as held for sale are measured at the lower of

their previous carrying amount and fair value less cosis 1o sell.
Property, plant and equipment

Property, plant and cquipment are stated at their initial cost or deemed cost, less any subsequent
secumulated depreciation and impairment losses,

The cost of purchased property, plant and equipment s the cash paid or fair value of the
consideration given o acquire the assets and the value of other directly attnibutable costs, which
have been incurred in bringing the assets to their location and condition necessary for their
intended use.

The cost of asses constructed by the Group includes the cost of all materials used in
construction, direct labor on the project, finance costs that are directly atributable 1o the project,
and an appropriate proporiion of variable and fixed overheads, Costs cease o be capitalized as
when the as an as=et is ready For its intended use.

Al times the Group will enter into a finance leaze for equipment to be insialled on a project.
While that equipment 15 being prepared for installation it 15 not in use and therefore is recorded
in capital construction in progress, Onee ready for use, the equipment 15 transferred to the
relevant asset category to which it relates and accounted for as described in this policy.

An item of property, plant and equipment is derecognized upon disposal or when no fulure
economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition
of the asset (calculated as the difference between the net disposal proceeds and the camrying
amount of the asset) is included in profit or loss in the year the asset 15 derecognized.

Subseqirent expenditire

Track renewals ard major capital replacenetis

Expenditures relating to track renewals are capitalized to the extent that the flow of the future
cconcamic benelits is probable and these expenditures can be reliably measured, The replaced
assets are valued at the lower of cost and net realizable value and transferred W inventories or
property, plant and equipment, as applicable. The excess of the carrying value of the replaced
assels over their nel realizable values is recognized as an expense in profit or loss, All
expenditures relatmg o track renewals that do not provide future economic benelit are expensed
immediately in profit or loss,

Depreciation

Property, plant and equipment, excluding land and capital construction n process, are
depreciated on a straight-line basis over the estimated useful lives of the asseis, as the Group
believes that the wear and tear on each category of assets is spread evenly over the useful life.
The estimated useful lives used by the Group in all reporting penods presented are as follows
[in vearsk

Land and capital construction in progress are not depreciated. Capital construction in progress is
transferred 1o the appropriate asset category upon completion and then depreciated as deseribed
above. The estimated uscful life and depreciation method are reviewed at the end of cach
annual reporting period taking into account any changes in assessment in the fulure,

Intangible assels

Intangible assets are stated at cost less accumulated amortization and impairment loss.
Intangible asseis primarily include software and software licenses, Amortization is calculated
on @ straight-ling basis over the estimated useful lives of the assets of more than one vear and
up to 10 years. The estimated useful hife and amortization method are reviewed at the end of
each annual reporting period 1aking into account any changes in assessment in the fulure,

Investment property

Investment properties are properties held to eam rentals and/or for capital appreciation
(ingluding property under construction for such purposes). Investment properties are
measured initially at cost, including transaction costs. Subsequent to initial recognition,
investment propertics are measured at cost less accumulated depreciation and accumulated
impairment losses. Depreciation of investment property 15 expensed based on a straight =line
basis.

An investment propery 15 derecognized upon disposal or when the investment properly is
permanently withdrawn from use and no fiuture cconomic benefils are expected from the
disposal. Any gain or loss arising on derecopnition of the property (calculated as the
difference between the net disposal proceeds and the carrving amount of the asset) 15
included in profit or loss in the peried in which the property is derecognized.,

Invesiment properties are depreciated on a straight-line basiz over the estiimated useful lives
of the assels as follows (in vears)

Buildings 45
Machinery and equipment 4-20

Impairment of tangible and intangible assets excluding goodwill

At each reporting date the Group reviews the carrying amounts of its tangible and intangible
asscts o determine whether there is any indication that those assets have suffered an impairment
loss, If any such indication exists, the recoverable amount of the asset is estimated in order 1o
determine the extent of any impairment loss. The recoverable amount is the higher of fair value
less cost o sell and value in use, In assessing value i use, the estimated future cash lTows are
discounted to their present value using a pre-tax discount rate thal management believes reflects
current market assessment of the time value of money and the risks specific to the assets,

If thie recoverable amount of an asset 15 eéstimated to be less than it carrying amount, the carmying
amount of the asset is reduced o ils recoverable amount. An impairment loss is recognised
immediately in profit or loss. Where an impairment loss subsequently reverses, the carrving
amount of the asget 12 ncreased to the revised estimate of s recoverable amount, but so that the

Buildings and construction 15.4%5 increasad carrying amount does not exceed the carrving amount that would have been determined
Railway infrastructure 10-20 had no impairment loss been recognised for the asset in prior years.

Machinery and equipment 3-30

Railway transpor 15-32

Cither transport 5.20

Citheer 340
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VAT receivable

VAT receivable 15 generated on sales o customers on international transporiation where the
Croup incurs VAT cosis (through fuel and olher operating cosis) but does not legally have ihe
right to charge VAT to the customer. All VAT on such transactions can be collected from the
Kazakhstan fax authorities. At the end of each reporting period an analysis is performed by the
Company’s tax depariment, in conjunction with the Kazakhstan tax authorities, to determine the
amount that 15 expected 1o be collected in the upc‘nming 12 months. The amount expected to be
recovered within 12 months is recorded in other current assets, The Group estimates ihe amount of
the non-current asset that it believes it will recover and establishes an allowance against the
remaining balance.

Investments in associates and joint veniures

The Group's investments in its associates and joint ventures are accounted for using the equity
methed of accounting, Associates are enfities in which the Group has significant influence and
which are neither subsidiaries nor joint ventures of the Group. A joinl venture 15 a joint
arrangement whereby the parties that have joint control of the arangement have rights to the net
assels of the arrangement, Joint control 18 the confraciually agreed sharing of conirol of an
arrangement, which exists only when decisions about the relevant activities require unanimous
consent of the parties shaning control,

The investment in associates and joint ventures are carried in the consolidated statement of
financial position of cost adjusted thereafter to recognise the Group’s share of the profit or loss
and other comprehensive income of the associates and joint ventures. When the Group’s share of
losses of these entities exceeds the Group’s interest in that entity (which includes any long-term
inferests that, in substance, form par of the Group's net investment in the entity), the Group
discontinues recognising its share of further losses. The consolidated statement of profit or loss
and other comprehensive income reflects the Group's share of the results of operations of the
associates and joint ventures,

Addiional losses are recognised only to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of the asseciate or joint venture,

_[hu. Giroup CONLINUGS 10 use the equity micthod 1:1*I'h:n. an investment in an associate IJIL‘GIJ-]'I'IF'S an The Group presents the *Remeasurement” component in other comprehensive income. 5
investment in a joint venture or an investment in a joint venture becomes an investment in an B
associate. There is no remeasurement to fair value upon such changes in ownership interests, For other long-term employee benefits, the Group recognises the *Remeasurement 3
. component in profit or loss, 2
Borrowing costs %
. Lo ) ) . L Payments to defined contribution retirement benefit plans are recognised as an expense when §
The Group capitalises borrowing costs that are directly attributable to the acquisition, employees have rendered service entitling them to the contributions. 2
construction or production of qualifying assets as part of the cost of that asset. Invesiment
income from a temporary investment of certain loans, expecting to be used on qualifying Equity
assets, is deducted from borrowing costs on loans fit for capitalization. ’
Shaare capital

Bommowing costs also include the exchange differences anising from loans in foreign currencies
to the extent o which they are considered o be an inlerest expense adjustment. The exchange
difference amount capitalized as an interest expense adjustiment must not exceed the interest
expense amount which would be capitalized by the Group if the loan was received in the local
currency. Any excess of exchange difference 15 recognized i profit or loss,

All other borrowing costs, including any excess exchange differences, are recognized n
profit or loss in the penod in which they are incurred,

Emplovee benelits
Defined benefit scheme

In accordance with the Labor Umion Agreement the Group provides cenan benefits to ils
employees upon their retirement (“Defined Benefit Scheme™). Pursuant to this agreement, the
Group provides the following benefis under an unfunded scheme:

ome-lime retirement grant;

annual financial Support to pensioners;
free train passenger tickets;

funeral aid: amd

financial assistance on denture treatment,

The obligation and cost of benefits under the Defined Benefit Scheme are determined using
the projected unit credit method. This method considers each vear of service as giving rise o
an additional umit of benefit entitlement and measures each unit separately to build up the
final obligation. The cost of providing benefits is charged o the consolidated statement of
profit or loss and caher comprehensive income, 50 as 1o attribute the total benefin cost over the
service lives of emplovees in accordance with the benefit formula of the plan. This
obligation is measured at the present value of estimated future cash Mows using a discount
rate that s similar to the mterest on government bonds where the currency and terms of these
bonds are consistent with the currency and estimated terms of the defined benefit obligation,

Defined benefit costs are categorised as follows:
& service cost (including current service cost, past service cost, as well as gainﬁ and
losses on curtailments and setilements);
* el interest expense or income; and
remeasurement.

The Group presents the first two components of defined benefit costs in profit or loss in the
ling items “cost of sales” and/or “general and administrative expense” (Mote 22). Curtailment
gains and losses are accounted for as past service cosis,

Common shares are classified as equity. Costs directly atnbutable 1o the issue of new
shares, other than on a business combination, are shown as a deduction from the proceeds in
equily. All non=cash contributions to share capital are assessed a1 fair value as at the date of
the contmbution by an independent appraiser. Any excess of the fair value of consideration
received over the par value of shares issued is recognized as additional paid-in capital.
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ASa7ems

Consideration received for commen shares yet to be issued i1s recognized as unissued share
capital until such time as the common shares are 1ssued, when such proceeds are transferred
to share capatal.

Dividlends

Dividends are recognized as a liahility and deducted from equity at the reporting date only if
they are declared before or on the reporting date. Dividends are disclosed when they are
proposed before the reporting date or proposed or declared after the reporting date but before
the consolidated Nnancial statements are authorized for issue,

Pisrreibniions

Distributions are recognized in equity when the Group has irrevocably committed to transfer
cash or non-cash asseis to iis Shareholder/ultimate Shareholder and the amouni of the
commitment can be reliably measured. Distributions are recognized in equity at their fair
walee, net of any related deferred tax effects, where appropriate,

Recognition of revenue

Revenue is recognized to the extent that it is probable that the economic benefits will flow to
the Group and measured based upon the fair value of the consideration received or receivable.

In respisct of services related o ransportation, revenue is recogmized by reference to the stage of
completion of ke ransportation al the reporting date provided that the siage of completion of
the tramsportation and the amount of revenue can be measured reliably. The extent of
completion of the cargo transportation process is calculated as the ratio of services volume,
provided as al the reporting date o the otal services volume according 1o information on the
dates of cargo departure and amival (intersection of joint station).

Prepayments received from customers relating to transportation services that have nol been
initiated are recognized as “Advances received from customers”. Upon commencement of the
services, the amount related to that service is reclassified o deferred income under the “Chber
current liabilines™ caption in the consolidated statement of financial position. Deferred income 15
credited to revenue as the service iz provided.

Income relating to services for the use of wagons is recognized in the period of use of the
Croup’s wagons,

In respect to the sale of goods, revenue 15 recognized when the goods are delivered and titles
have passed, at which time all of the following conditions are satisfied:

¢ the Group has transferred 1o the buyer the significant risks and rewards of ownership of
the goods;

» the Group retains neither continuing managerial involvement o the degree usually
associated with ownership nor effective confrol over the goods sold;

& (he amount of revenue can be reliably measured;

& il iz probable that the economic benefils associated with the transaction with Mow 1o the

Government grants

The Group is cligible to receive a subsidy, in the form of a Government grant, for a portion of
the costs of transporting passengers on socially imporiant routes within the Republic of
Kazakhstan, as defined by the Government. The Group, along with other railway companies in
the Republic of Kazakhstan, submits an application for these grants to the Government on an
annual basis. IT awarded the contract, the Group is eligible for a subsidy of the costs 1o transpon
passengers on the socially imporiant routes within the Republic of Kazakhstan up o a pre-
budgeted amount, which is determined by the Government.

Crovernment granis are recognized in profit or loss in the period in which the fransportation 1s
provided 1o the passengers ot the reduced tanff set by the Governmeent when there is reasonable
assurance that the Group will comply with the conditions attaching to the granis and the
collection of the grant funds can be reasonably assured.

Taxes
Current fax

Current tax assets and labahines for the cwrrent and pror penods are measured at the amount
expected o be recovered from or paid to the taxation awthoritics, The tax rates and tax laws used
o compute the amount are those that are enacted or substantively enacted by the reporting dane,

Deferred rax

Deferred tax is the tax expected 1o be payvable or recoverable on differences between the carrying
amounis of assets and liabilities in the consolidated financial statements and the corresponding
tax hases used in the computation of taxable profit, and 15 accounted for using the balance sheet
liability method.

Deferred tax lLiabilities are generally recognised for all taxable temporary differences and
deferred fax assels are recognised fo the exfent that it is probable that taxable profits will be
available against which deductible emporary differences can be utilised. Such assets and
liabilitics arc not recognised if the temporary differences arise from goodwill or from initial
recognition {other than in a business combination) of other assets and liabilitics in a transaction that
affects neither the taxable profit nor the accounting profin.

Deferred s habilities are recognised for taxable temporary differences ansing on investmenis in
subsidiaries and associates, except where the Group 15 able to control the reversal of the
temporary difference and it is probable that the wemporary difference will mol reverse in the
foreseeable future, Deferred tax assets ansing from deductible temporary differences associated
with such invesiments and interests are only recognized to the extent that it is probable that there
will be sufficient taxable profits against which to utilise the benefils of the temporary differences
and they are expected to reverse in the foreseeable future,

The carmmyving amount of deferred meome tax assets 15 reviewed at each reporting date and reduced
to the extent that it 1s no longer probable that sufficient taxable income will be available to allow
all or part of the deferred income fax asset to be wiilized,

Ciroup; and
» the costs incurred or to be incurred in respect of the transaction can be measured Unrecognized deferred income tax assels are reasseased at cach reporting date and are recognized
reliably. to the extent that it has become probable that future taxable profit will allow the deferred tax asset

to be recovered.
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{ir thousands of fenge unless atherwise stated)

ASa7ems

Deferred income tax assets and liabilities are measured at the fax rates that are expected o apply
to the period when the asset 5 realized or the hability 15 settled, based on tax rates (and 1ax laws)
that have been enacted or substantially enacted at the reporting date.

Deferred tax assets and defiemred tax habilities are offset, if a legally enforceable right exists to
offzet current tax assets against current tax liabilities and deferred taxes relate to the same taxable
entity and the same taxation authority.

Current and deferred income tax are recognised as an expense or benefil in profit or loss, excep
when they relate to items that are recognised in other comprehensive income or directly In equity,
in which case the tax is also recognised ouiside profit or loss, or where they arise from the initial
aceounting for a business combination. In the case of a business combination, the tax effect 15
included in the accounting for the business combination.

Leases
Clperating leases

Leases where the lessor retaims substantially all the nsks and benefits of ownership of the assel are
classified as operating leases. Operaling lease paymenis are recognized as an expense in profit or
loss on a straight-line basis over the lease term.

Finanee feases

The Group recognizes assels under finance leases i the consolidated statement of financial
position ot amounts equal (o the fair value of the leased propery at the commencement of the
lease term or, if lower, the present value of the minimum lease payments. The comesponding
liahility to the lessor is included in the consolidated siatement of financial position as finance lease
obligation. In calculating the present value of minimum lease payments the discount factor used 15
the interest rate implicit in the lease, when it is practicable to determing; otherwise, the Giroup’s
ingremental borrowing rafe 15 used. Initial direct costs incurred are included as part of the asset.
Lecase payments are apportioned between the finance charge and the reduction of the outstanding
liahility. The finance charge is allocated to periods during the lease term so as to produce a
constant pertodic rate of interest on the remaining balance of the Lability for cach peried.

A finance lease gives rise 1o depreciation expense for the asset as well as a finance expense for
cach accounting peried. The depreciation policy for leased assets is consistent with that for
depreciable assets that are owned iF the lease period is greater than that peried. IF the term of the
lease 15 less than the depreciation period of similar fixed assets, the lkeased asset 15 depreciated
based on the lease period.

Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a
result of a past event, it is probable that the Group will be required to settle the obligation, and a
reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to seule
the present obligation at the end of the reporting period, taking into account the risks and
uncertainties surounding the obligation. When a provision 15 measured using the cash flows
estimated to settle the present obligation, its carrying amount is the present value of those cash
flows (where the effect of the time value of money 15 material). When some or all of the economic

benefits required to settle a provision are expected to be recovered from a third party, a receivable
is recognised as an asset of it is virtually certain that reimbursement will be received and the
amount of the receivable can be measured reliably.

CHANGE IN CLASSIFICATION, RETROSPECTIVE AFPLICATION OF
AMENDMENTS TO IFRS, BUSINESS COMBINATION UNDER COMMON CONTROL

TAS 19 Emploves Beneffs

According to the Amendments to IAS 19, the Group has revised comparative information as at
January | and December 31, 2002,

Husiness combination under comman confrol

In November 2003, in accordance with Government Degree 81339 dated December 4, 2002 and
based on the agreemvent on trust management, the sole Shareholder wransferred s 1005
ownership imterest in J5C MNatwonal Company Aktau Intemational Sea Commercial Port for trust
management (o the Group.

As the transfer of shares of 15C Mational Company Aktas International Sea Commercial Port
represents @ business combination under common control, these consolidated financial
statements have been prepared as if the wransfer of JSC Mational Company Aktau Internationsl
Sea Commercial Port had occurred at the beginming of the earliest penod presented (e Janwary
1. 2012), and, as a result, the related comparative data as at December 31, 2012 and January 1,
201 2 have been restated.

Change in classification

In 20013 the Group revised iz presentation of inlerest received on bank deposits in the
consolidated statement of cash flows. The Group now presents the interest received on bank
deposits within operating activities, where previously it was presented within investing activities,
As o result, the Group has reclassified comparative imformation for year ended December 21,
2012 in accordance with the presentation of financial information adopted for the year ended
December 31, 2013,

The effect of the changes described in the previous four paragpahs on the corresponding financial
information at January | and December 31, 20012 as well as for the vear eneded December 31,
20012 15 presemted in ihe table below:
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HNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS o
FOR THE YEAR ENDED DECEMEBER 31, 201 3 ([CONTINUED) FOR THE YEAR ENDED DECEMEBER 31, 2013 (CONTINUED)
{in thousands of tenge unless otherwise sialad) (in thousands of tenge unless othernwise staled)
Effect an the consolidated statement of financial position Business
comilsination
As previously uader commisn
mE:‘,:,:’:f’im reported  IAS 19 (2011)  control Restated
As previeasly under common At January 1. 2012
reporied _ IAS 19 (20011} conirol Restated iﬁiﬁ —
I Wrren
e 31, 2012 Property, plant and equipment 1,269,468 957 . 26303530 1295772517
Nom-current assets Intangihle asscts £,356,743 . 12,329 8,369,072 o
: Tl . . 7
Property, plant and equipment 1,618,330,771 38964230 1,644.208,010 ther liamell sepsty - i g
Intangible assets 5,577 h84 B 48 163 8 S70.847 Diiber non-cument assets 55,428 341 - 115,782 55,544,112 g
Onher financial assets . i 1874213 1 574213 Tatal non-current assets [ 344,772,454 . 26,728 441 1371500895 2
Oher non-curment assetls 133, 189328 - BEHpAT2 134,000 204y Current assets g_
3 T T
Tatal non-curreal assels I, 780,651,150 28,707 48 LEIB3I5846TH i 41,484 666 ) 620846 42.105.512 %
o — Trade accounts receivable 4,508,143 - 42,754 4610897 g
Inventosies 13,794,609 B 25879 14,510,578 Oriher financial assels 512216064 - 6011200 37332804 5
Other financial assets 43,050,711 5316,139 48,366, 850 S Fquivatents b . 384,20 gkl
Prepaid income tax 7125829 . 423 841 2,549,670 Restricted cash 224,665 - 1.252,715 1477440
Cash and cash equivalents 1319307 2200062 6006429 Other curment assets 38,437,374 . 418550 38855924
Restricted cash 223,531 954,603 1,178,134 Total current azscis 318,464,451 - 12,677,603 332,142,054
Oiher current assets 47 GHE IR - 4TI.578 48, 1640 563 5 .
Total curreat assets 267,845,906 - 10369381 278215287 Tatal assets Lgos et S L B L o
- 3
Total asseis AT 407 (05 FO0THEER X0 ST 063 LIABILITIES AND EQUITY E
Equity o
LIABILITIES AND EQUITY Retained camings G19TRI6T  (5.631,253) 21477926 277.RM.940 U:;
qu-lil}' Equty attrnbutable 16 aaner of the LComparny 44 319637 (5631253 21477926 G}, 16, 3 DN <.<D
Retained eamings 05078378 (5.195.530) IROK33TE 322066218 Mon-controlling interesis 6,138,078 2.712) - 6,135,366 5
Equity atiributable o cwner of the Company L2200 IR (5095530 2R0E3FTH 1040, TEEOM N =
Nan-contralling interests 7,525,291 (2.712) - 7.522.579 Total equity 2OATLILS  (3605,900) sl 471006 6321676 &
Tuotal equity 1050425480 (50982510 2HO083.57% 10493 10608 Mon-current liahilities
Borrowings 167,374,546 = 10873 594 178,248,140
Mon-curreni liabilities Employes benefit obligations 174355418 5,033,903 349777 23,439,160
Borrowings 210,731,801 . 9307078 230138870 Deferred income tax liability 118,599,053 - 2431308 121,030,361
Employes benefit obligations 20,580,319 5 197 526 432 738 37,211 583 {Mher non-current liabilitics 114,554 - T4,150 179,704 e
Defierred income tax liability 150,504,838 - IORSA26 193,500,261 Total non-current liabilitics 4047760 565965 1,098 482841418 g
Chiher non-cusrent liahilities 25,150,747 - 4,98 25215745 5
Tatal non-curreni liahkilivies T, DG, T35 S 197,526 1 2 S50 240 Th2,AK]1 501 Current linhilities )
Borrowings 33,119,423 - 2575534 35,604,957 &
Current ligbilities Current portion of emplovee benefit =
) ) & Bl gt v 1,985 504 ] ol axl 2 s 485 3
Borrowings 27.279.36] 1, 55, TOH 29, 166,061 !"' g 8
Current portion of emplavee benefit a7 a%1 2 ARS T4E I'rade accounts payable 70,963,528 - 60%.856 71.573.3%4 =
obligations 1 187767 Income tax payahle 107,835 . 9.213% 117074 “
Trade accounts payable 08,355 708 147623 0% 503,472 (nher taxes payahle 7, 779382 . 6,020 7,785 408
Income Lax payable RO.512 : | 536 @1 648 Cnher curment labilides 133,655,027 - B0 643 134,554,670
Dnher taves payahle 048 U3k - 574 9404 82 Total current liabilities 250,281 506 - 4198285 254, 4TORES
Ciher current liabilities 119,452,297 - ET5.563 120,325 660 ) B ~
Liabilities directly mssociated with asets Total liabalities T3, 759 100 633063 1792118 TI0321.273
classified as held For sale 16674 1149 T4 - 16,674 844
Tatal ewrreni lialslidies 2B 1,567 280 125 F0005 240 JR4 BR] 854 Totul equity and linkilities | fbd 236,905 - 3940604 1, T0E642 940
Total liabilities 1026071615 5. 198251 15905 489 1047 263535
Tatal equily and linhilities 25T AT 095 - ID0THR6E 2 0MG ST 963
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Effect an the consolidated statement of profit or loss and other comprehensive income 4. SEGMENT INFORMATION
Business The Group determines reportable segmenis based on the services provided, and consequenily the
combination Group discloses 1wo sepments: cargo transporiation and passenger transportation. All odher

umder segments include mamly communicabion services, ulibifies services, loading and unloading

As previously IAS 19 @oL) Wm:'n‘:l" Retated services and vessels servicing, which in aggregate do not exceed quantitative thresholds fos
Il'llﬂllld - IR L] 1 = '
d tion, and thus are nol separately disclosed.
For the year ended December 31, 2012: e, TR e yooE z
P —— 24055149 SR SET 12,728,012 The accounting policikes of the reportable sepments are the same as the Group's accounting &
Taotal revenue 795 TRE 793 . R h6AR63 Kk 458656 WIIE'IL"E 'dl."ﬁ'l:'l'li'h:d m tl'l'i'." Mote 2 E
Cost of sales (547,142,199) JAIRE (46344520 (549,358,013) . ) - _ =2
Giross profit 14% 646,594 1418 2035411 255, 100643 The Group monitors multiple measures of segment profitability such as profit before taxation, o
General and administrative expense (7% 200,6T6) 3T (LIFRT) 79,6 19.964) profit for the vear and gross profit. However, profit for the year from continuing operations is the %
ORbser incomee and expinss 5,605 259 . 55,862 5,661,151 primary measure used for the purpose of resource allocation and assessment of segment 5
Finance inoorme 3,901 446 362,392 4,353 538 performance. The Group docs not have a specificd pricing policy for imer-segzmental sales, E
Finance cosis (29,183.901) (835.535)  (30.024.236) however in general intersegmeni transactions are charged ai prevailing market prices. §
Foreign exchange boss {4, 053, 36400 . {335,785) (4, 109, 1 45)
Profit belore thxation 145,832 847 1,798,377 1,363,518 150,994,742 For the vear ended December 31, 2003
I 1 expeiss (30,304, 707) (717 A5% (30022 5660 Cargn Passenger All nther Tatal
Profit for the year frem continulng _ transportation_transportation  segments
aperations 115,525 144k 2198 37 1,645 650 119972176 Key operating measures a
Prafit for the year 114418 650 2,798 37 | 645 650 182862725 Revenue S
_ o i Transporiation TT1ABT 420 TE626,319 - BAT 103,748 e
f".ﬂl,:!.ﬂl'l:!| remeasunement of detined benielit . GCovsenmant grants . 21.880,.765 . 23 880,765 g
e ehmalis ncemsahoss] far @63,663  (30,206) (2402869 Other revenue 18312991 3783242 0625259 52721492 5
AT NP TEDERETS RoEE o) ar i _ IMersegment revenue (31.224.586) (2,614.905) (163108110 (50,150,302 %
year 4933 (2362683 (40206)  (2311.936) Revenue T3ESTSAM 100675421 4314448 873,565,703 g
) Cost of sales (489.927.305)  (82,164,126) (4770650 (376,862,081 8
T astal ﬂﬂp'ﬂhﬂ!h’! income Tor the vear 114,505 62 435,714 1605453 116,544,780 [il:lﬂ:l'nll 3:"_".! i,..llll.llliblﬁ,ﬂ:i'ln'l..' expense (%1 11?_.11_&3_,.}] '_'El.q"“*ujlﬁh [ﬁ.‘?,"lﬁ.?l-!-l] .mllsﬁlqu] g
, Selling expenses {1534,403) - - {154,403) ®
Profit for the yoar atiributable w the owner of . :
- Finance income 4,740,517 279,161 GE3, P66 5,703 644
i'ﬁfﬂﬂ:‘x:ﬁﬂﬂ:ﬂﬂw . 113,328,072 L9837 1645659 11%772,108 Finance costs (4AT9,155)  (1,104341)  (2227.921)  (3T8IIAIT)
discontinued operaticons (in whole tenge) 231 b 3 240 Loes boos eowces of goopisty (7.837,733) 49567 (224469)  (8012,635)
Profit for the vear from contin ratioms . B "
ttibutable to the awner of the Company plant and equipment (1.410.805) (17.621) (35.007)  (1.523.433)
“M lEn.'_-',.'-'h 1 |'1.'1-3715ﬂ :".,HH,}.." 164 51ﬁﬂ'|:l 1 |“I3H_|155¢ Share of Flil'i:lﬂ.l.l'.l'll'.'lii:l of associaes |5|55.-IRI:I = :333..413] 432.‘:’5? E
Eamings per share from continuing operations Share of profit{loss) of joint ventures T A0 . (5.4T9086)  (4,701,206) g
i whale tenge) 33 b 3 243 Chber income and expense 2,125,886 1494801 1M, 545 JAI5236 E
2
; " ¥ 0}
Effect on the comsolfdated statement of cash fTows Income tax expense (34.239815)  (3.M6812)  (L761.996)  (39,048,623) g
[¢]
Business Prafit for the vear from continuing E
combination operations 117,565,742 B61,854 (5AT2013) 121247663 g
wnder -
As previously  Reclasifica-  common Other key segment information
reporied Hipns ciniril Hestated Capital expenclitures for property,
For the vear ended Deceniber 30, 200 2: plant and equipment 372,335,583 0,565, K65 [5.9066,307 429268064
Drepreciation of property, plant and
Cash Aows from operating activilies 121,663,332 3,258,839 387,744 238,909,935 equipment B0A4TE 342 6,145,354 4,818,007 Q1,440,703
Cash flows used in investing activitics (493, 490,252)  (3250,859) (240004H) (499,239, 734)
Cash flows fromi{used in) financing sctivities. 209,075,805 - (25108540 D G, DER
Met increase{decrease) in cash and cash
quivakents (6L 631 I5) . 1M REHD (s Bl B95)
Effect of foreign exchange rates on cash and
cash equivalents {227 6y 22431 (20d TR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS e ol B e L= ) %
FOR THE YEAR ENDED DECEMBER 31, 2013 [CONTINUED)
{in thousands of lenge unless otharwise slated) A PROPERTY, FLANT AND EUIFMENT
Tz matisenl il property, rlact snd equeeprresi (e i yeir cridd Dieornshes 11, 200V wini il Toflow
Far the year ended December 31, 202 l_rﬁ'llltd}l sl Beddmye ami Baeemas gborw e eed Bsbres commes (s ampm— Ak [ p—— D'
Cargo Passenger Al other Tuotal T = e nr
I"“s.pﬂ"'ﬁm Irani'um-tm S.timnu .r-.l;.l"=-I e L = (RIS S BIR =i Lenb J¥ 4. (LETLRE Y THIHE HH a1t
Hﬂ;\' mﬂth‘.ﬁ TNEASUEeS :I..::;-*‘_- 2 b g "-._lu - i ey i T eyt :.-_:-.-.-1
R‘:"E“UL‘ r:_q el '|:I_ -::'.': '-: i - '-:.\:.:".-.W-C .I'.i-l.l L :‘-;:‘H"‘- Ellll:.:l Tk Y TR i
Tramspaontation THLETLLLT 65,201,005 - 177.1462,122 opam = e 4 B fnsn i3t L) Lty ey Iy il Ly
Ciovernment grams . 22148, 264 - 22.148,264 Pkt b= e s R . LN
Ciber revenue 17.321.T63 3260, 049 31EE4.691 534750603 gy = e i i
Intersegment revenus (27,960 455) (22164260 (18, 14%432) (48327333 e RS i PR R Ginints i ) i S i gm
Revenue 701,231,425 BB 491,592 14,735,239 B04. 458656 s
Cost of sales (468,755, 736) (75 187.027) (5415254) (349 358013) p—- 5’
General and administrative expense (70,341,996) (5,226,346) (4.051,622)  (79,619.964) i B e ey e ey L = i e o=y %
Sclling ::m‘}' t‘lr};'HQII h - B [Iu'}'aul:' Iu:.-“'_-_-ll-‘ o - AN (1] L =1} inrtu [ et (B ILT] [y s alll dlRsaaEn g_l
Finance income 30Ty 233473 418,588 4353838 — {ht o TaLLE T o riunis : [T g
Finance cosis (28,426 360) 505 853 (2,093,720)  (30,024,236) e v SR - - i - " e - %
Foreign exchange loss (3,952, 174) I 20,938 (277,909 (4,109, 145) s et - . g
Loss from impairment of property, P = — 2
p]ﬂ.l'll EI'H:l L‘quipmml [-IJT_-JH&-' [23,45| :I 59.322 [ID‘I ..';"I."-l} A b, B3 i Fay L R R L) R 4 b a5, PES Wi 1 g S i T | R :_..1
Ehirl‘ﬂrllmﬁl of associales 4'39‘145'2 - - 'lsl-'-‘l--""jz ':..:l-::-- mii LK i (R T TRr ] ] PEE Bl LG §RET 11  HE T L
Share of loss of joint ventures . - (361,661) (561,661) o - - -
hber mmoome and expense 4. T3005] &7 0M0 £7 380 £ ah1,151
Income tax expense (28,349 761) (1.772.544) (W00Z2A1)  (31.021566)
Profi for the year from continuing
opeTations 10, 9 A0 B 05,TEE 1,369,993 119,972,176

Oiher key segment information

Capital expenditunes for property,
plant and equepment

Drepreciation of property, plant and
equipmEnt 67 ET4 184 5.514,157 4,100,520 77489947

447 hX 3 35 2 K05 T I [E1RL T R 47185 448

(@)
=}
]
=}
=}
=
g
o
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<]
4
o
]
=]
o
=]
o
o

Geographical information Tor the Group

The Group denives its revenues from customers in multiple geographical regions. The table below
provides revenue based on cusiomer country of domicile for each of the vears ended

|

December 31, E'
5

Customer country of domicile i3 2002 (restated) 9'3:
wn

-+

K.azakhstan H67 306,230 TRG 131 GRE %
Russia &,955052 Bo31 408 =
Other 1,325,541 6,695,560 g
wn

H73.565. 700 B 458,650

Substantially all of the Group’s non-current asseis are in Kazakhstan,
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s HATIRAL COMP AT EAEANGIT AN TR ST JSC NATIONAL COMPANY KAZAKHSTAN TEMIR ZHOLY £
MOTES TD THE CONBOLIDATED FINAMCIAL STATEMENTS a
A T NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &
FOR THE YEAR ENDED DECEMBER 31, 2013 ([COMNTINUED)
The eyl of praperty, flail shd cqoipmeml [ B o ereded Docember 31, 29012 %k g8 Follisa i""r' thousands ﬂf!&ngﬂ pmess othanvize SPE-I'-BI!!}
Hrmd B EPCs gy e g Hider: prpmmers 0§ odes mapg— i | amd e — L
L. ] it LT 3
e b 1, 1 In 2013 the Group received train stations and passenger platforms of 2,976,983 thousand tenge
ey Lanigem Ha iy ik ey oy prurie iy L from the Sharcholder, which is recognized as a contribution to share capital (20012: cargo
it - e g e pmne o e d il o sty M carriages of 5429760 thousand tenge were recognised as a Sharcholder contribution in
i L ey _: o ”H':_ : additional paid-in capital in the statement of changes in equity) (Note 18),
.::':;‘:;"-_":-__..L,_ ) . e - Ag at December 31, 2003 and 2012, property, plant and equipment of the Group with a carrying
e e i iy KAty '_'_":"" g ——— e, . i value of 153,135,190 thousand tenge and 54,246,713 thousand tenge, respectively, was pledged
o - — as collateral for a portion of the Group's borrowings {Note 19), "
= i % B e A e ] il i, il wiigin CTIL [TEINr i b i 1Y c
)]

o i As at December 31, 2013 and 2012, the cost of fully depreciated property, plant and equipment g
— T WA e AT ki o b which was still in use, amounted to 196,677,251 thousand tenge and 185,537,366 thousand 5,
|I:=:;'u.'..”- "H Al ll LR R ] A i AT aam [ERRLNTIT] (R allN] T - tan.' rﬁpﬂth':l:.r_ 5‘
R - i oy oy e A i e 2.
1 [E.T . ] A [F S u] LS et 1= ik, 113 [¢]
:h'_:-:-:_'—"'_'—l-___ e - ol T 1y M As at December 31, 2003 the carryimg value of property, plant and equipment under finance ci
mechmind . b b = ) _ e I‘I lease included i machinery and equipment and railway transport amounted to 6,190,687 3
-E-'---— ' - - o ' "y thousand tenge (December 31, 2012 6,674,426 thousand tenge). g

L] 1 LEi - &, i =
:-In:l_-l = ] = b as v =15 =t —— - 1 g apaim VLo
v b s 6. INTANGIBLE ASSETS

The movement of imangible assets for the vear ended December 31, 2003 was as follows:

Q
Licenses Software Oiher''” Cindwill Tatal =
Cost: e
As af December 31, 2002 {restated) RO, W03 1 3,30% 050 404 953 X235 14.R3IR 540 S
Additions 105,734 1723110 4670 IHI024 g
Business sequaisitions (Raote 32) k' 6802 - T4 s
Tramsfier from inventory 7580 I3 5400 - - 171.4%0 s
lransler lrom property, pland and 5
cyuipment {Mode 5) 311,965 I 254 B2 38,526 " 2605315 §
Translers {14,750y 14,752 {2} . . e
Dispaoszals {1,440 {222, (08 { 200§ {223,640
As at December 31, 2003 1,207,893 | 5,693,892 447,955 JX233F 1T BRXATE
Accumulated smantization:
As ot December 31, 2002 (restaied) (3TT3ET)  (5,628,404) (61,598) = (B26T.694)
Charge for the year (476060 (1,045,745) (£4,493) S R )
Translier feom property, plang and 5
equipment (Mode 5) . (23.314) . . (23,314) g
Translers 530 {1,647} 1,108 - - g-
Dnispamsals ai7 2HE91 3 52 = 2216042 Z
"]
As at December 31,2013 623,777y (TATRI0Z)  (115.231) - (B.117,210) g
o
Mt book value ns ot December 50, 2013 S0 110 &,315, 690 132,724 1X2.13% 0 S BG5S ;r
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JSC NATIONAL COMPANY KAZAKHSTAN TEMIR ZHOLY

MNOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2013 [CONTINUED)
{irn thougands of fenge urless othenwize stated)

JSC NATIONAL COMPANY KAZAKHSTAN TEMIR ZHOLY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEBER 31, 2013 (CONTINUED)
(in thousands of lenge unless otherwise sialed)

ASa7ems

The movement of intangible assets for the year ended December 31, 2012 was as follows:

! - . 1 -
Cosit: Loeane L L Lot 11 donal Investments in associates comprised the following as at December 31, 2013 and 2012;
As al Diecember 31, 2011 {resiated) THI5TS 11,267,762 E7. 465 FXIEAXS 13,210,137
Additions 563 214,358 53,6095 . 268,616 LLF Aktobe rail Logistic System
Pusiness scquisifions [Noge 32) - - - - - and section mill  Management BV, (J5C
Tramsier from invemiory 136357 = = 156,337 pHlant Kedentransservice) Ogher Taotal
lransfer fromte) propemy, plast and 0
cquipment (Mot 3) 41,048 2047533 156,262 - RIA4R93 Investments ot December 310, 2011 . 2 186636 - 2186050 2
Iramsiers (1001 (18,171 e 082 . - Share of profit ; 419 452 . 484 552 g
Reclassifiod as held for sale (Mot 17) = (212.759)  (66B.651) - {BRLAIH Dividends received {42,347} . {43347y s
Disposals {6,022) (1340103 - - {140,032) %
. u \ N . Investmsents at December 30, 20012 - 2633740 - A3 T4G 2_
As at December 31, 2012 {restated) BOB203 13305050 404953 321,335 14838541 Anquisitions 2 158,386 . 18825 2077210 e
Share of (loss)profin (228,034) a5 AR (5,389 432 057 o
Ascumulated ansortization: . S . - =
As at December 31, 2011 {restated) (5391700 (4.095.098)  (206.797) - (4.841,065) Fransfer 0 jont ventures i (3.065,714) - 0sTH) g
Charge for the year (152631)  (LE96H01)  (21.504) - (1.870,526) Dividends received - (232.312) - (332312) e
Tramsfier { from)io propeny, plast and o
equipment (Note %) . 3.7 . . 1.7H Investments at December 31, 2013 1,930,352 - 13,436 1,945,788
Tramsfiers 108,427 16,174 (1246003 - . ) o )
Reclassified as held for sale (Note 17) : 10,142 291,004 301,236 Details of each of the Group's significant associates at December 31 are as follows:
Dhisposals 5,057 133,254 . - 139,241
- Fair value of
As at December 31, 2012 {restated) {577,387} [5,628.408) {61, 50%) - (5,267 654) Mature of relations  investmenis (il the eo
between the investments are =
Ml book value as ot December 31, 20012 i . Place af -l':rnup and ks accounied for 3
iresiated) 230,816 7674641 343055 322,335 B.5T0H47 Im:nr[mrnll assoclates, and using the equity 3
. _ _ _ om and whether it ks miethiod, if quoted U§
As at Diecember 31, 20103 the cost of fully amortized intangible assets, represented by software principal strategically market prices for o
usied by the Group in operations, which were sill in use amounted 10 2,563,214 thousand tenge Principal place of important for the investment are §
{December 31, 201 2: 1,821,584 thousand tenge). Name of associate aetivity business Giroup available) 8
Al December 31, 2002
Logistic System Forwarding Kazakhstan Operator of container  Unquaoted

7. INVESTMENTS IN ASSOCIATES AND JOINT VENTURES

Management B.Y. (I15C  services,
Kedentransservice) handling rolling
stock, terminal

transporiation and
terminal services for
comlainer

SEEVICE iransporiation at
Dosivk station.
Al December 31, 2013
LLP Aktobe rail and Production and Eazakhstan Established to Linguated

zales of metal
rall

section mill plam

provide the Group
with masdern rails.

=
=
=]
)
=]
g,
3
o
3
:
[}
=
n
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 201 3 (CONTIMUED)
{in thousands of tenge wi'ess oihenvise stalad)

As at December 31 and for the years then ended, summary financial information for the Group's
investments in associates is as follows:

December 31, December 31,
01l iz
Lagistic Svstem
LLIF Aktobe rail Management B.Y,
and seetion mill [JRC
pllul Hnlrnlrlnn:n'icr}
Current assets 1. 704,036 3302, T02
Mon-current assets 15512078 G ETE91S
Tuoslal assets 17216114 1 181617
Current liabiliics 95 379 1,791,715
Monecurnent liabalities 10682227 48, B35
Total liabilities 10,781 Ak 2 0, 5T
Mot asses 6434 508 7.081,047
Proporiion of the Group’s ownership interes 30,00 BRI |
Giroup™s share of net assets of associates 1,930,352 2633, 744
Carrying armount of the Group's inlersst in associales i.':l'ju:! 52 2633, 746
Laogistic o} Logistic niz
Svstem Taotal Svstem Tatal
LLF Akiole Managenscnt Management
rail and B, (5 B (50
section mill  kedentrans- Kedentrans-
plani service) serviee)
Fievenss - 32 086,790 32 086, TH 17,293,142 17,293,142
{Loss) /! profit from continuing
operations (76112} 2006606 1256494 1. 483,187 1483187
{ Loss)profit for the year (76112} 2006606 125649 483,187 1 483187
Total comprehensive income for
the year (Thi, 1 120 2 005, B 1256404 1483, 187 1483, | K7
Ciroup’s share of (less) profit of
assecinbes 228.034) G635 480 43746 489,452 489,452
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MNOTES TO THE CONSOLIDATED FINAMCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2013 [CONTINUED)
{ir thousands of fenge unless atherwise stated)

Aggregate information for other associates of the Group:

December 31, December 31,

2013 il
The Group®s share of loss from continuimg operations (1,343,660} {902, 796]
The Group®s share of total comprehensive boss (1,343 ,660) (902, 796)
Recognised share of loss for the year {3,380 -
Unrecognised share of loss for the vear (1L338271) (902, 796)

"The unrecognized share of losses relate 10 associotes whose cumulate share of losses exceed the Group's
interest in the entity, and for which the Group has ot incurred legal or eonstructive obligations or made
payvments on behalfof the associate,

As of December 31, 2012, the Group had a 33% interest in 15 associate J5C Kedentransservice,
In May 2013 the Group contributed ms 33% share in associate JSC Kedentransservice in
exchange for a 33% interest in Logmistic Syvstem Managmeent BV, Logistic System
Management BV, iz a mewly-formed holding company whose only investment is JSC
Kedentrannservice. This exchange transaction lacked commercial substance and did no result
in any changes to the accounting for the Group’s investment.

In December 2013, the Group acguired an addiional 17% share in Logistic System
Management BV, for 3,251,928 thousand tenge. As a result of this incremental acquisition, the
Ciroup now has a 50% interest in Logistic Svstem Management B.V, and has joint control. The
Group's investment was reclassified az a joint venture,

Investments in joint ventures comprised the following as at December 31, 2013 and 2012:

LLP  LLP Tulpar- Logistic ISC

Elecirovos Talgo Basiem Lacomotive

kurasiyr Managemmnal  Kurasiyr

FANVTY B\, Fawyiv CHber Tastal

Invesiments af Decomber 30, 2000 2,752 8508 - - - 2. 731668
Acquisitions 1,260 260 Q384 ORE - = - 10654 246
Share of [ bnss)profit (IERNTT)H {372 4845 - = = [EESAN
lmvesiments al Decomdser 30, 2002 5,532,952 9,012,501 - - 12,845,453
Acquisitions - S0 500 251657 QOTIO08 391,250 1535835 615
Share of (loss) profit (251674 (51220410 B850 149,576 (4.0, 204)
Transier from issociales - - 3005, 7 14 - 300, T 14

lmvistments af December 31, 2003 35851 278 4,604,779 6 330,371 960,522 SAMA2G ML TARATE

ASa7ems

w
S
n
o
¥}
3
5
o
=
=
(¢
o
@
<
()
o
S

g
3
o
=

90UBWIBA0S 9jeI0d.I0))

Sjuaumiadje)s [eroueuly




104 105

JSC ‘National Company ‘Kazakhstan temir zholy’
Annual Report 2013

JSC ‘National Company ‘Kazakhstan temir zholy’
Annual Report 2013

JSC NATIONAL COMPANY KAZAKHSTAN TEMIR ZHOLY

NOTES TO THE CONSOLIDATED FINAMCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2012 (CONTINUED)
(in thousands of tenge unless otherwise stated)

JSC NATIONAL COMPANY KAZAKHSTAN TEMIR ZHOLY

MOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013 (CONTINUED)
{in fhousands u-l’!&ng& uness ofhenvise staled)

n
(=
=
&
[ngd
5
<

Deetails of cach of the Group®s material joint ventures al December 31 are as follows:

Falr value of

In‘:'::::_"._ :t:f:;.u:'hr:le:::; é:::ﬁ::‘; kurastyru gauyiy Talgo Management B, Kurasiyre Zauyviy
Place of tion (if . ,“' are accountod Current assets 10,270,836 £438,97] £ K26 664 15604077 59,231 448
Mame of joint Primeipal principal different St for using the Tctudlng canh and saok
and whether it is e
ventures ctivity place of from strategically equity method, if ege iviadens 25,566 06160 773664 5003082 SA9R3T2
Business principal mporiant for the quodted market MNos-current asscts 19,315.284 0,779,920 1.437.672 16352904 53885789 &
Place of Group prices for Total assels 20,586,120 0.2 | 5,504 12,264,338 2047 AR 103,007,237 a
business) investment are Current lishilities 9,377,558 CETENTY 727460 33,069,356 49,667,530 £
jﬂillml'} JI-"H.M-IW CUPFRHT g_‘
Jimancral liabilirie: o
Al December 31, fexclmaling mrade and g-'
012 ather pavatiles and p
e fans G 56T F 639 208 73 I 684 092 TeaT 2T o
LLP Electrovaos Cargo amd Kazakhstan Kazakhstan  JY satisfies the meod of  Unguoded Mom=current linhilities 1% 086,012 120,526 343 803 T30, 107 20,7 B4R g
kurastyma eauytly passenger the Group m elecine Tncluading non-currem ®
aleciric Icomadives, thiss mancial fiabdline =
locoamotives ersuring the feefmaing prode aud
presduction sustainability of alfrer pvathlies and
transport aciivities, JV P fan i, 762, [ 34 - = 5,318 347 A 2GR AT
is strstegically Tozal liabilities 224235065 14.614,087 2971261 J3R0463  T0I80.5TE
imporant for the Group
LLP Tulpar-Talgo Passenger Kazakhstan Kazakhstan IV satisfies the meed  Unguoted Net assets 1162553 4604513 9.293.073 I166TAIS 42727859 &
WIENL ol thee Canaap in hagh- . . g
production specd passenger Praportion of the Group's _ _ S
carriages. JV is ) um_u:n-hlp Imleresd S0 TR S0 L =1
simiegically importani Giroup’s ’h'_"_"[ nect (;;
for the Giroup ) :.wel.mll'yunl\'urllurux 35K81.27TK 4 pid TR o A0 53T x5, TRy 23 s, R 3
At December M, {mlndmll ) . . 1,673,834 . 1,673 854 ol
L Fair value ndjustment of g
ihe h:‘ﬂ":'linirl?; imleTeer = = = {1134, 187} {1124, 187) g
LLP Electrovis Cargo and Karakhsian Karakhsian n .i.illi!iﬁl,‘::i i rm.a.l.lnl' Linguoted Carrying amount of the ©
kurastyma gauyty passcnger the -Dr-:ru_p in clecinic Group's interest i
electric . i-u-mrl:mln'r:x, lhis jorient ventures at
|':"W"“':'l,"‘“ ensuring the Deecember 31, 2003 3281278 4,604, TH 6,320.371 Ba09.521 14,303,950
production sustainability of
tangport activities. JV Revonue 20,205 980 28,651,968 - 25060388 73019336
is sirategically Dhepreciation amd e
important for the Croup amsortisation (S2H.80%) (512,775) . (1,099,149 (2,140,727) 5
LLP Tulpar-Talgoe Passenger Kazakhstan Kazskhstan W satisfies the need Unquoted Finamce ircame 12 . . 56,183 TR g
wagons of the Group in high- Finamee costs (384,792) (246,235) - (193,065)  (824,002) <,
prodduction spevdd passenger Imcome @y cxpenss =
carriages. JV is (imcome) 3 (80.975) - (1.929000)  (2.010,063) &
sirategically important { Loss) | prafit from =5
fior the Group conlimusing eperations (5013, 348) (5,227 451) . 1.257.007 (4473702 8
JEC Lisogumaslave Assermbly of Karakhstan Karsakhstan  J% satisfes the nood Unguoted {Loss) / pralit B the yer (503, 548 (5. 2X7.451) . 1257007 (4473, 792) g
Kurastymu Sauyty loeomalives of the Giroap n diesel Total comprehensive 2
locomotives, this iloss) / income for the
ersuring the =1l (03, 348) [3.227.451) - 237007 (4.473,793)
susiminahility of
transport aclivities, JV Giroup®s share of
is strategically (lossyprofit of joint
imponant for the vennaes for 2003 (231674 (3.227.412) - 628,504 (4.850.562)
(Erauap
Logistic Syslem Farsurding K srak histan Metherlands  Opemtor of contnimer Uniguited
Management BV, STVICES, Iransportton and
{ foemmer ISC handling termimal services for
Kedentransservice) ralling stock, contnines
permainal IrARSpOrLEon 4l
SETVIGE Diostyk station,

As at December 31, 2013 and for the vear then ended, summary financial information for the
Group’s investments in joint ventures is as follows:

LLF Ebkgirovoe  LLP Tulpar-  Logisiic System  J5C Loconsative Tuwtal
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JSC NATIONAL COMPANY KAZAKHSTAN TEMIR ZHOLY JSC NATIONAL COMPANY KAZAKHSTAN TEMIR ZHOLY £
o
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS gga
FOR THE YEAR ENDED DECEMEER 31, 2013 ({CONTINUED) FOR THE YEAR ENDED DECEMBER 31, 2013 ([COMNTINUED)
{in thousands of tenge wi'ess oihenvise stalad) {in thousands of tenge wness oihenvise staled)
As at December 31, 2012 and for the year then ended, summary financial information for the 8. INVESTMENT PROPERTY

Croup's investments in joint ventures is as follows:
The movement of investment property for the years ended December 31, 2013 and 2012 is as

LLP Ekctrovee  LLF Tulpar- Todal follows:
kurssivru enmyiy Talgs
Curront asscts 5951827 107491 415 16,743,242 2013 Mz
Including cash oad cach equivalears 71 634 3 533 735, L%
Mon-current assets 21,023,769 10,530,924 31,554,693 Historical cosi: 0
Total asscts 26,975, 596 F1,322 310 % 297 935 As at the beginning of the year 1874955 0,925,230 §
Current liahilitics 3,671,540 12,221,357 15,892,927 Transfer from propenty, plant and equipment (Noe §) 579,202 949,725 £.
Including curreat fnancial fichilfbes fercludivg trode aed o
wirer pavalles and pravizions) LIS | IEATA FEME, T Asg at the end of the vear 2454157 T RT4 055 %—
Won=current lishilities 15,658,153 88,354 15,726,537 o
el son-curre francial Fabilines feveludieg rads B o
ariad anber payoebles ard proviion) B AHE 405 - BANE 405 -‘H-'ﬂrluhlﬂ_l dl_rprﬂilthm and impairment: ‘1
Total liabilitics 19 300 603 12309.771 31,619,404 As at the beginning of the year (743,748) (346,351) 2
Charge for the year (346201 (331.673) 3
Mot assots 7,565 003 3012 568 16678471 Tranmsfer from property, plam and equipment (Note 3) (65,7161 (67T, T4 g
Prapafan of the Group”s swnerdhip imleres SOUHRS S 0T As at the end of the year (11576650 (745, T48)
Ciroup’s share af net assels of joint ventures IR 95T G O1E 5010 |2 H45 453
MNed ook value:
Carrving amount «f the CGroup™s inbenest in joind yendunes al A gl the end of the year T 206 492 T 120 207
December 31, 2002 EERI Q5T G012 501 128045 453 OO
Reveniae ) L1632.307 I1L632.307 For vears ended December 31, 2013 and 2002 the Group recognized rental income of 909, 669 E
Depreciation and amortisation (4.20%) {206 656 (213975 thousand tenge and 926,574 thousand tenge, respectively, and depreciation and maintenance %
Finasee iBoaise . . . expenses of 854,232 thousand temge and 705,516 thousand enge, respectively. ™
Finamie oosds {12,136) {152, 715) { 16l B51) g
Income mx expense {income) - . : - - A1 =
Lavss from contimuing operations (178.354) (ATLAST) (TSD841] Tlgua Ciroup assessed the _l'a:r value of invesiment property as at December 31, 200 3 and 2012, The 5
Loss for ihe year I (378354 (3TTAET) (150841 fair value was determined based on the market comparable approach that reflects recent 5
Tosal comprehensive loss for the vear [378.354) (3T 48T (T50.841) transaction prices for similar properties in Astana city. In estimating the fair value of the o
properties, the highest and best uze of the propertie: was considred 10 be their current use. There
Giroup’s share of boss of joint ventures for 2002 (189.177) (3T1A%4) (301.661) has been no change to the valuation technique during the year.
Apgregate information for other joint ventures of the Group: As ot December 31, 2013 and 2002 the fair value of investment property approximaiely equals its
carrying value. Duc to lack of exact comparable market for this investment property such
December 31,  December 31, assessment of fair value relates to Level 3 of the fair value higrarchy.
2003 22
The Group's share of profit from contimuing operations 149,376 -

The Group's share of total comprehensive income 149374 -
Unrecognized share of liss of an associate for the vear -

SIUOUIIIE)S [RIOUBUIL]

In Ohctober 2002, the Group, through its subsidiary JSC Eemlocomotive made additional
contributions of non-current asse1s in the amount of 9,384 984 thowsand tenge to the charter
capital of Tulpar-Talgo LLP, the joint venture with Talgo Karzajstan 5.L., increasing its share
from 30% to 99.99%, At the same tme the Group entered into an option contract whereby
Talgo Kazajstan 5.L. may re-acquire 49.99%, of the charter capital of Tulpar-Talgo LLP. The
ingrease in ownership in Tulpar-Talgo LLP by the Group did not affect the right of veto by the
olher investor over key operating decisions. As a result, this investment continues to be
accounted for as investment in a joint venture, The option contract is currently exercisable and
expires on August 6, 2014,
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9. OTHER NON-CURRENT ASSETS
Other non-current assets comprised the following as at December 31, 2003 and 201 2:

December 31, December 31,
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The movements in the allowance for unrecoverable VAT receivable for the years ended
Decembser 31, were as follows:

2013 2002 (restated)
Albowance for unfecoverable VAT receivable at the beginning of the
e (13.678453)  (13,497,661)
Accrued for the year [3.845. 52 ) (150, 792]

i3 2011
{restated)
Advances to suppliers for property, plant and equipment 134,004,062 ET,B52, 096
VAT receivable 33.695,637 420012
Residential propertics 20,262,309 751720
Assgts for sale wo the Government 14,148,355 14,239 451
Available for sale imvesimients 126,523 ®,217,750
Oither 2026, 768 2135238
204,875,654 I 50,391 6TE
Less: allowance for advances to suppliers for propeny, plam and
equipmen (1,459 823) (2, 703.025)
Less: allowance for unrecoverable VAT receivable (1754445 (13678,453)
| 85 849 386 I 34,000,200

Albowance for unrecoverable WAT receivable at the end of the year (17.524.445) (13 6TE453)

In 2011, the wltimate Sharcholder issued the Company with a decree in which it requested that
the Company, 31 the end of the construction phase, sells cerain assets, constructed within
railway lines construction projects, © the ultimate Sharcholder at a vel 1o be agresd amount.
The sale is expected to occur in 2015 and while the sales price 15 yet to be agreed, it 1s expected
to be at a minimum, the carrving value of the said asseiz. In these consolidated financial
statements such assets have been presented within other non-current assets, As al December 31,
2013 and 2012 the carrying value of assets for sale to the Government is 14,148,355 thousand
tenge and 14239451 thousand lenge, respectively,

As at December 31, 2002 available-for-sale investments include investments in J5C Kazakh

As at December 31, 2013 advances to suppliers for property, plant and eguipmem primarily
represent prepavments for the construction of Zhezkazgan — Beineu and Arkalvk - Shubarkol
railway lines of 66,760,438 thousand tenge (December 31, 2002: 40,685,938 thousand tenge),
advances paid for the supply of locomotives of 24,149,238 thousand tenge (December 31, 20012:
14903951 thousand tenge) and advances paid for the supply of passenger wagons of
21,824,138 thousand tenge { December 31, 2002: 17,976,773 thousand tenge).

During 2012 the Group concluded an agreement for the construction of residential properties for
its employees. As at December 31, 2013 the Group incurred construction cost of 19,625,072
thousand fenge (2012; 3845427 thousand tenge) and paid advances of 347,186 thousand fenge
(2012: 3,532,374 thousand tenge).

The movements in the allowance for advances to suppliers for property, plant and equipment for
the vears ended December 31, were as follows:

Academy of Transport and Communications named afier M. Tynyshpaey, In November 2012 the
Group acquired 65% of shares of this entity for 7,496,751 thousand fenge to be paid in
installments until June 2013, At that date and as at December 31, 2012 the Group had no control
over the J5C Kazakh Academy of Transport and Communications named afier M. Tynyshpacv,
as the seller had the right to veto any decision of the Group until full payment for the acquired
shares was made. As at December 31, 2012 the amount payable for the acquisition of shares
was 6,990,752 thousand tenge (Note 26). As at December 31, 2013 the Group repaid the debt
for the purchased shares and gained control of the entity (Mote 32).

In addition, available for sale invesiments include other investments of 726,523 thousand tenge
(2012 721,028 thousand wenge).

10, INVENTORIES
Inventories comprised the following as at December 31, 2003 and 2012:

December 31, Decembeer 31,

2013 2012 (restated)

Allowamnce for advances W supplicrs for propeny, plant and equipaein

at the beginning of the year (2,703,025 (20012, 76k)
Acerued for the year (79263 {TE3,435)
Written off during the year against the allowanee previously recorded 15,263 95173
Tramsfer 1o other current assels (Mote 15) 1,267,200 -
Allowance for advances 1o x|:||'|:|'.|l:||,'n far roperty, mlang and squapmeen

al the end of the vear (14998250 (2, 703,025)

As at December 31, 2003 and 2012, non-current VAT receivable represents amounts that arose
from the purchases of goods, services, and property, plant and equipment and are expected o be
recovered in more than one year.

i) ] 2012
(restatied)

Musterils and supplhies 14, 560,64 12,999 560
Spare paris (418,550 13,246,710
Fucl 5671680 4,042,759
L pper railway componems 4,038,067 1,562 678
Conginsction companents 1,341,568 1,358.757
Work i process TOT K26 G993, 240
Frmished paods 532,577 551,867
Oither 121,067 726,532
Less: allowamee for obsolete and slow-moving inventores (TR0 (1,271,525

31723001

34,510,578
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o
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS gg«
FOR THE YEAR ENDED DECEMBER 31, 2013 (CONTINUED) FOR THE YEAR ENDED DECEMBER 31, 2013 ([COMNTINUED)
{irn thousands of fenge urfess otherwize staled) {in thousands of tenge uvnless othenwise staled)
The movements in the allowance for obsolete and slow-moving imventones were as follows for 1}, OTHER FINANCIAL ASSETS

the years ended December 31:
As at December 31, 2013 and 2012 other financial assets represent bank deposits with original

13 2012 {restated) maturities of greater than three months:
Allowance for ohsolete and sbow-moving inventosies at the beginning
of the vear (1,271,52%) (1619, 110) December 31, 2013 December 31, 2012 (restated)
Recovered for the year 148,070 32931 Interest Amount  Inferest rate  Amount
Wnitien off during the wear 405,574 3140654 rafe "
Allowance for obsolete and show-moving inventories at the end of the ) ) £
year (TIR08]) (1,271,525) L_nffq_:nt wiher financial assets: _ _ e
150 Teednabank 3. Me-d 5% 20834 380 1P TIW: 17 8492 70T 5
150 Eurasaan Hank . 5% BILZ 053 2. =5 5% 6,512,525 g_.
JSC Halyk Benk of Kambkhsian 6,555 of (01, {0 . : Y
1. TRADE ACCOUNTS RECEIVABLE ISC Kasinvest Bank 4.5% 1,766,516 6.5% 2 000,00 2
JI5C haspi Bank o, 00, DK - - p
i : : = ) ) JSC Alliance Bank (Mole 36 3.5% 101,757 - - o~
Trade accounts receivable comprised the following as at December 31, 2013 and 2012: 150 Karkommershank : L AL S L4.992.500 §
150 5B Skerhank of Kussan - - 20410 35594100 ®
December 31, December 31, JSC Bank CenterCredit . = 35N 1663 858 =
20013 202 150 Bank FEEE = . 4 Bhe-6000s 1,553 T48
{restated)
Non-current eiher financial sssos:
Trade accounts receivable 12,765,803 13,229,359 o I 1ET.213
. . 5 . ] By g o] | = N = =
Less: allowance for doubtful debas (4,658,654 {5,445 246 IS0 5B Sherbank of Kissia 70 50,000 i B oo
£.107. 149 L7113 18,434,796 50,1489 E
0
(=gl
- - . . - L : —— = ®
As at December 31, 2003 eight debtors represented 41% of the Group's trade accounts receivable Acxaracd TOETEH T Vi —r — 19
{ December 31, 2002 cight debtors represented 4296 K712 6dd 50241 063 S
) Less: current portion of other financial assels (56, 789.673) (45, 56,8500 E
The movements in the allowance for doubtful debts were as follows for the vears ended g
December 31: Mon-cusrent portion of ciher financial assets 122,571 1,874,213 ®
2013 2012 {restated] As al December 31, 2003, bank deposits of the Group with a carrying value of nil (2012:
1,500,000 thousand tenge) were pledged as collateral for a portion of the Group's borrowings.
Albpwanse (or dowbiiul debis an the begmning of the vear (5445 146) (520,454}
Prowviched agamst durmg the vear 188219 (555,228} = L . - - -
Writien off during the year against the allowanee previously reconded HEATH P As at E?ﬁ.:jember 31, 2013 and 2012 other financial assets were denominated in the following o
CUITENCies: :
Allowanoe lor dowsbifisl debas an the end of the vear {4658 654) (5.445.246) E
December 31, December 31, )
5 3 ; : . 2003 2z )
As at December 31, 2013 and 2012 the Group's trade accounts receivable, net of allowance for irestated) 5
doubtful debis, were denominated in various currencics as follows: g
Tenge 4,510,570 37,117,595 g
Decomber 31, December 31, LS Dollars 34,202,074 13,123,468 &
I 2002
{rotaial) 38,712,644 50,241,063
Tenge 1054473 23460 401
Swigs Franice 491,742 1987559
LIS Dxallars 355472 JB1LERT
Russian Rubles 105,422 43226

8007149 T.T84,113
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FOR THE YEAR ENDED DECEMBER 31, 201 3 (CONTIMUED)
{in thousands of tenge wi'ess oiienvise stalad)

13,

\ _ . . @)
(Notes 18 and 26). As at December 31, 2013 the Group prepaid advances for construction of The current VAT recoverable represents the amount the Group expects 1o recover against VAT S
2884571 thousand tenmge (2012: 7,000,000 thousand tenge) and incurred costs of construction of liabilitics in the upcoming year. E
TATEIN0 thousand tenge (200 2: mil), These cosis are recognized as non-current asscis held for _ i _ ) %
the benefit of the Shareholder in the consolidated statement of financial position since it is The movements in the allowance for doubtful debts related to advances paid and other current Y
expected that these assets will be transferred 1o the Shareholder upon completion of construction assets were as follows for the years ended December 31: g
lanmed fior June 2005, =
P 2013 2012 (restated) 5
" . . . . - L &
In__tll] the Lroup entered II'II\'.!.I commitment to donate 51:_u:'|al F&EIL|I1.I-|'."S. to Mangistau r.I'IIJ!'IIEIPE.!.I‘l} Allowance for doubtful debis at the beginning of the year (5,085.236) (5304371 3
of 965,450 thousand tenge buill pursuant to a decree of the ultimate Shareholder within social- Provided for during the year (1,665, 155 (6.157)
ECONOIMIE llL""-'L'-lUp!I’l:H"]'I[ of Hanglslzlu oblast (Mote ]E_ and 26). Tl':li.".il..'- COSLS are n:fll.:::l_ul:d as a Written off during the vear against the allowance previously recorded 695,846 149,023
current asset held for the benefit of the Sharcholder in the consolidated statement of financial Discontinued operations . #3019
position, as it 15 expected that the asset will be transferred (o the Shareholder during 2014, Transfer from non-currem assets (Mote 9) (1.267,200) -
Allowance for doubtiul debus an the end of the year (7,201,715 (5.055,226)
14, LOAMNS GIVEN

ASSET HELD FOR THE BENEFIT OF THE SHAREHOLDER

In May 2010 the Government directed the Group to construct a building for a teleradio complex
in Astana al the Group™s expense, Group management formally approved the construction project
in November 2000, In 2001, the Group confirmed acceptance of a further obligation to it ol the

building with media and technical equipment to enable it to function as a weleradio complex and 2013 2z
subsequently entered ino an agreement for the supply of media and technical equipment for irestated)
installation as well as incurred costs on the acquisition of land (Motes 18 and 26). w
VAT recoverable 52.B48.833 34090871 z
Asg ot December 31, 2002 the Group had incurred total costs for construetion of this complex, the Advances paid _ :‘313"1'5'1' E‘IM‘ME £
supply of media and technical equipment and the acquisition of land of 58,926,941 thousand E;ET:;ET:;;MEMHM 1 E.i:gﬁ ;g:ﬁ_i?:': %
tenge. In July 2012 the building for the eleradio complex including the land on which it is Prepaid |:!|'.]'hlt1|ﬁ.:pa |']:£'3.:-n z-ﬂnﬂ? 206 3
located for a total cost of 30,688,303 thousand tenge was donated to the Information and Receivables from emphovess '-‘;5“.‘!'.!‘:' E%Iﬁ.‘fﬁ' e
Archives Committee of the Minisiry of Culture and Information of the FEepublic of Kazakhsian Oiher 3818301 5787 549 %
on the basis of a contract of donation. E
68,001,147 53215589 ;

In July 2002 the Government directed the Group o construct a multifunctional ice palace in
Astana at the Group's expense. The Group's management formally approved the construction of
the ice palace in July 20012, In October 2012, the Group entered into an agreement with a
constrection company for 25,146,747 thousand tenge. In 2003 the Group emered o an
additional agreement and reduced the estimated construction value for 140,995 thousand tenge

During 2013 the Group’s subsidiary J15C Remlocomotive gave inlerest free Foans 1o Tulpar-Talgo
LLP, a jovint-venture, with maturities on December 31, 2003 and 2014 in the amount of 6,000,000
thousand tenge and 4,000,000 thousand tenge, respectively (2002 nil) (Note 36), During 2013,
in=line with the stipulated matrity dates, Tulpar-Talgo LLP retumed 6,000,000 thousand tenge
of these loans.

As the loan was ssued to Tulpar-Talgo, at an interest-free rate, the Group calculated the far
value of this loan and recognized an adjusiment to the loan value of 3839 813 thousand fenge
within investments in joint-venture, To calculate the Fair value of the loans, the Group used
effective interest rates of 11% and 11.3% using the market interest rates. The unwinding of a
discount of 229,111 thousand tenge has been recorded within finance income (2012: nil).

JSC NATIONAL COMPANY KAZAKHSTAN TEMIR ZHOLY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEER 31, 2013 (CONTINUED)
(in thousands of tenge unless otherwise stated)

15

OTHER CURRENT ASSETS
Driher current assets comprised the following as at December 31, 2003 and 2012;

December 31, December 310,

Less; Allowance for doubaful debis (7,281,735} (50055, 226)

Gl TR 412 45,160,363
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16, CASH AND CASH EQUIVALENTS

7.

Cash and cash equivalenis comprised the following as ai December 31, 20013 and 2012:
December 31, December 31,

2013 2012
(restated)

Cash in Currem acooums in tenge 32 956,050 S0645. 126
Cash in current accouns in LIS Dallars 11,749, 561 8723151
Cosh in current accouns in Euro 1.4 1 72 2719
Cash in current sccounts in Bussian rubles 539262 114054
Cash in currem accounts in Great Britain poumds 3621 -
Cash in currem accounds 10 Swiss fncs E #8775
Short-term bank deposits in lenge J7.8,.55 -
Shaort-term bank deposits in US Dollars 195818 452,220
Short-term bank deposing in Euro - [
Petty cash 37406 43 586

B5 B55 M2 69, T, 429
Cash included ina disposal group held for sale (Note 17) - 19,548

B5. 855,12 69,726,277

Cash in current accounts earms interest at foating rates based on daily bank deposit rates ranging
from 0,.20% to 7.O00% per anmum (2012: 0005% 1o 5.50% per annum).

Short-term bank deposits in tenge and foreign currency are placed for varying periods of up to
three months depending on the Group’s immediate cash requirements and eamn inferest at the
respective short-term deposit rates ranging from 0.07%% (0 1086 per annum (2012 0.2% (o 0.3%
per annum ).

As at December 31, 2003 and 2012 the Group's cash in current accounts, which is in banks that
arg related partics of the Group, amounted to 173,446 and 412,264 thousand tenge, respectively
[Mote 360,

ASSETS CLASSIFIEDY AS HELIDY FOR SALE AND DNSCONTINUED OFERATIONS

During 20012 Group management committed ihe entity 0 a plan 1o zell a controlling interest
[50%%) in the subsidiary, JSC Locomobive Kurastyru Zauyty; and in May 2003 the transaction
wias completed through the sale of 26%% of the Group’s interest and simultaneous issue of 24% of
shares of JSC Locomotive Kurastyru Zauvty o a third party. As a result of the zale, the Group
lost contral over JSC Locomotive Kurastyru Zauyty. The Group recognized its remaining 50%
interest in JSC Locomotive Kurastyru Zauyty as investment in joint-venture (Mote 7)
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The results of the discontineed operations
Lass from discontinued operations for the reporting period is presemted as follows:
201l 2012
Loss from discontinued operations for the period (537.533) (1105450
Laoss on disposal of assets related 1o discontinued operations (2,274,564 -
(2,812,007 {1,109 ,451)

The results of the discontinued operations, which have been included in the consolidated

statement of profit or loss and other comprehensive income, were as follows:

Revenue

Cost of sabes

Cienernl and pdministrative expenses
Crher income

Finance incomme

Finance ¢osls

Foreign exchange loss

Loss before income 1ax
Income tax expense

Loss for the vear from discontineed operations

Basic loss per share (in whaele wenge)

The cash flows from discomtinued operations are presented below:

Met cash inflows from operating activitics
Mt cash ouwillows from investing activities
Mel cach outllows fram ﬁn.ilru;inE Fclivilpes

Mt cash inflows{ outflows)

2003 o2
34,128 2978342
i9,581) (2,413,994)
(27T2.453) (632,361)
317 60,572
24T B A65
(162,742) (514,179
{53,562) (234.486)
(461.44T) (749,641}

{ 76,086) (3598100
(337.533) i1,000,431)
(&) (2]

2013 2012
2.634.211 1025021
{475,328) (1,265.601)
(1,738,65%) {2 AF0H8, 503 )
420,230 (2.319.083)
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JSC NATIONAL COMPANY KAZAKHSTAN TEMIR ZHOLY

MOTES TO THE COMSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013 ([CONTINUED)
(in thausands of tange wriless othanwisa slalad)

n
(=
=
&
[ngd
5
<

The assets and liabilitics of the discontinued operation at the date of disposal were as follows: The major classes of asscts and liabilitics held for sale as at December 31, 20012 were as follows:

Mlav 30, X013 December 31,
Assply 2012
Propery, plant and equipment 14,941,115
Intangible assets 537,886 Property, plant and equipment (Note 5) 15,798,888
Ckher non-cament assets F05,028 Intangible asscts (Mote 6) 580,174
Inventorics 23 62T 004 Other non-current asaels 20X 170
Trade accounts reccivable 12,1%3 Inventories 18,750,945 g;
Dither curment assels 2,120,452 Accounis receivable 11,186 g
Cash and cash equavalents A400TH Oither current asets T1.280 E-
Cash and cash equivalents 19 848 2
Liabilitics 3
Bomowings 10,605,396 Assets held for sale 37,720,512 e
Emplovee benefit obligations 23810 3
Deeferred 1ax liabilny T E Bomowings 12,307,157 ,g
Trade accounts payable 12,440,528 Employee benefit obligations 23,829 g
Taxes pavahle 5, 10T Deferred tax labiliny 97 035 =4
Oxher non-current liahilities 144,937 Accounts payable 1.577.962
Chber current liabilitics 452, 70 Taxes payahle 1,563,916
Other non-current libalitses 1000 345
Disposcd met asseis 15,873, THL Oither current linbilities 313,600
e Q
Loss from disposal of the subsidiary Liabilities directly associated with assets classified as held for sale 16,674,544 _%
o
2013 %
18, SHARE CAPITAL AND ADDITIONAL PAID-IN CAPITAL o
Consideration received 4,528,200 3
Disposoed net asseis (15,873,782} g ; &1 i 3 ]2 =
Faif value of the remaining interest T DL Share capital consists of the following at December 31, 2013 and 201 é
Mumber of Numbeer of Share capital, g
Loss on dispossal 12,274, 564) shares shares maved o thousands of
autherized and paid tenge
The Group assessed the fair value of the remaining inmterest by reference 1w the value of . .,
consideration it received for its 50% mterest in JSC Locomative Kurastyru Zauvty which was As ot December 31, 2011 202,040,458 491190412 SRALSI
mﬁmd of. Cereh comtributions -
) . ) . . L Transfer due 1o legal registration of share 5
Met cash inflows from disposal of the subsidiary issuance (January 26, 2012) . 91,567 90,&21.510 B
Shares paid on July 12, 2012 . 4,000 o {0, 000 g
Inia =
Newr-cash confribniions %
Consideration im cash 4,528 W) Tramsfer due 1o legal registration of share g
Less cash and cash equivalents disposed (440,078) issuanee (January 26, 20013) . 1,203 1,203,236 E
Transfer of non-current assets 1o the Company %
4088122 {Ha'_'.- 3, 2012) - 450 24405
As ol December 31, 2012 02,040,458 401,287 671 675,526,148
Newr-cqash confribnrions
Transfer due fo legal registration of share
s {Janssry 29, 200 3) - 6, 1549 5420, 760
Transfier of non-current assets to the Company
(hlay 22, 2013) - 3,950 2076983

As mt December 31, 2013 SOZ.040.458 441,257,819 G83.932,5901
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{in thousands of tenge wress otherwise stated)

ASa7ems

The Company’s imtial share capital was established through a series of share issuances in
exchange for either cash or property, plant and equipment. The Sharcholder is entitled to
dividends, a part of the Company’s property in the event of liquidation, and preference in
parchasing the Company s shares of other secunitics convertible imto the Company’s shares,

The shares are issued at par value,

Contributions

During 2013, the Sharcholder contributed to the Company’s share capital {including additional
paid-in capital and unissued share capital):

(a) cash of 30,000,000 thousand tenge. As at December 31, 2003 this contribution was
recorded as additional paid-in capital as ihe shares were nod legally issued.

(b) non-current assets of 2,992,994 thousands tenge, including buildings of train stations and
passenger platforms of 2,976,983 thousands fenge. The contribution of frain stations and
passenger platforms has been made taking into account the costs of capital repairs incurred
by the Group of 1859405 thousand tenge before contribution of these assels o share
capital. The Group recognised these costs in retained camings as at December 31, 2013,

During 2012, the Sharcholder contributed to the Company's share capital (including additional
paid-in capital and unissued share capital);

(a) cash of 4,000,000 ihousand 1enge;

(b} non-current assets of 5,514,165 thousands tenge of which 84,405 thousand tenge related to
other assets recorded as shares issued and paid, and 5429760 thousand fenge related io
cargo carriages recorded as additional paid in capital and unissued share capital. As at
December 31, 2003, the Group has legally registered shares issuance of 5,429,760 thousand
tenge and during 2003 the contribution was transferred from additional paid-in capital to
share capital,

In addivon during 2003 the Shareholder ransferred w the Group Tor trust management 100%%
ownership interest im JSC National Company Aktau Intemational Sea Commercial Port valued at
26,233, 240 thousand tenge. The Group recorded this transaction within additional paid in capital.

During 2003 a fair value adjusiment 1o loans of 185,274,910 ihousand tenge (2012: 33,601,679
thousand tenge) less deferred tax of 37,054,982 thousand tenge (20012: 6,720,336 thousand tenge)

was recognized within additional paid-in capital (Mote 19).
Dividends and distributions
Diviclends

As al December 31, 2003 the Group declared dividends of 16,999 211 thousand tenge relating 1o
2002 (201 2; 36,866,070 thousand tenge relating 1o 2011).

As at December 301, 2003 dividends were fully paid o the Shareholder (2012: dividends of
28,866,070 thowsand fenge were paid to the Sharcholder and 8,000,000 thousand tenge was

payabile),

Diisirifaations
Construction of a building for a releradio complex for the benefit of the Shareholder

As described i Note 13 above, i 2000-2012 the Group enteresd into an imevocable commiiment
toialing 58,926,941 thousand tenge with the Government to construct a building for a teleradio
complex and 1o it out the building with media and wechnical equipment o enable it w function.
As a consequence of this transaction, an imevocable commitment was recogmized as a
distribution 1o the Sharcholder of 3,183,126 thousand tenge in 2012,

Constriction of a muliifinctional ice palace for the benefit of the Shareholder

Ag desenibed in Note 13 above, in 2002 the Group entered into an irrevocable commitment with
the Gowvernment to construct a multifunctional ice palace resulting in the recogmition of a
disinbution to the Sharcholder equaling the value of the associafed construction contract of
25,146,747 thousand tenge. In 2013 the Group reduced its irmevocable commitment by 140,995
thousand tenge.

Soctal facilittes of Marigisraw abfast for the benelin of the wiirare Surreholder

During 20013 the Group entered into commiiment 10 donate to Mangistau mumicipality social
facilities of 965,430 thousand tenge built pursuant 1o a decree of the ultimate Sharcholder within
social-cconomic development of Mangistau oblast. As a comsequence, the Group recognized a
distnbution to the Sharcholder and an imevocable commitment equaling the value of the
associated construction.

Charity provided to the wliimate Shareholder

During 2001 2, the Group provided sponsorship suppont at the request of the ultimate Sharcholder
to support Kazakhstan®s professional hockey and football teams. The cost of doing this was
recognised as a distribution to the Shareholder in the amount of 4,628,251 thousand tenge.
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19, BORROWINGS
Curreney Installmecnis liieeFes] Fale December 31, Devember 31,
Borrowings, including accrued interest, comprised the following as at December 31, 2013 and 1013 2012 {restabed )
2002 Lang-term horrowings:
Eurasian Developmeni Bank Temge Octobeor 2000 T 122,10 .
Currency Inaallmenrs lnderest rate Decembir 31, December 31, IS0 Bativnal Welfare Fuml
Bl 2012 [ restated) Samrah-Karima (0 36k
Shri-ferm borrosiegs; Laoan 1 Tengge Jarmary 2%, 3034 i 33 o6 418 21,706 86
Bl Cinkank Karalhaian: Laan 2 Terge Mowember DG h75% T T U 1343077 -
Leas | lenpe Bty 1T, 1013 & (M A0 0 - Lian 2 Teegpe December 23H L 75%% TAAA 0TS T2TLERS <]
[IF U Dolars February 12, 3005 T-momih LIBOR + ¥ " 8325062 Lisan & Terge Sepeember 15, 2007 T.% 1 5 0l 5 00 15 08, 000 g"
P55l Sherbark, Loan & Tomge Septernber 15, 2007 2% 01, 192 A o, 142 0K 5
Lo | lengs Aprid - May 201 % - A - 1371 841 o
Leas ? Tenge Febeuary 2E, 2013 ey : ) s02225 Lioan & Teme July 20, 2042 M 20,192.63% !H.-ﬁ-l-i.fm S
Loan ¥ Tenge February 1 3. 3014 QUi AT . Ly 7 Tenge July 1, 3037 0.75% 1,250, 124 1,344 381 o
0SB Ala-bank Loan 8 Temge Movernber 50, hinl (.1 4471, %60 . cié‘
L | lenpe Bllay 11, 2013 LR L e 1= 1.5 R Loand Temgs Febraary 25, 20L& 0755 11 R48. 574 . &
Loas 2 Tenge February-December, 2014 N 184158 - Laan 10 . , S R . )
her loans Tenpe Apeil 2013 B 15% . 181317 o Lo Worvemtar A0, D00 Q1% b S
Loan 11 lemge Bovember 50, T2 . 1% 148,514 3
Loz -6 i Ber o | g et FSC ATF Bank: §
32 quancaty imealknents I May 27, 2003 0.91%- 158 - ]
commensing May 13, 2004 Semonth LIBO® = Loan N Tm May 27, 201 e ! hi' S
AR Amine Haak NV, USDaBsr (st installmen, May 15, 50145 0T IT R | AW0ASE Loan 2 lemgge Sepaemiber 2T, 2007 BAT% R 119,202
%Y somi-annual nstalimnis Loan } LS Dollars: [hecember 4. 200 °T R 14583 500 1,771,843
commcncmy December 10, 2007 Secmied nodes E Al 30, 16 5AR BT 062 M6 158
Japan Bank for Intemaiional (ast ireck | e - ’ ,
Covpsration (TR Japasss en December 20, 220} 3,00% 3,961,785 5427102 L Elalih Hank, of baahhoas: _ )
94 womi<anraml instalimenis Loan 1 Tenge Sepuember 8, 2014 1% . 73T S
Irsgituge de 4 rodit {Mcial commencing luby B, JHF {last Lasan 2 Tergge Jelhy 2001 - January 2004 Tl He £ 457 620 =
[ by US Dollars instaliment, haly 2. 2021 ) 2.4 1, Tt LETEIRE Lawani & Tomge Ageil 13, J018 1P 6520071 4,317,201 §
JS R cheabalatalnm Gl 'S Daollars Augusl D3 - TS5, ™2 IS0 SH Sherhank aﬁ'_
- LLasan 1 Temge Juby 20k, 2013 G794 . [IR{LE S @
Bazakhstan (Mot 36 ®
o . | % serna-anmual mas aTmenis Loan 2 Temaze Amgust 6, D317 5% 1075 95% | TS 0EE 2
commescing huse 4, WG Laan lemge Ceereher 31, 2014 &, LELIWMEL ER LI R RS 9
Lo | US DoBars st et bovemt, Jumsz 6, 3011 5 & By " 190578 |6 semi-anmaal irstalimenis., g
'.'um'--!nul iallmets, starting from Cicioher 10, 3004 (lasi =]
commencing March 8, 201X HSBC Hank pl LIS Dillars imalbmem Apeil 10 2033} f-momb LIBDR + 3% 1060 2, T 1223, 708 5
Loas 2 Tenpge Tlas1 irrtallsvene, harch 3, T 5) Fa) S0 I6T S AR M0 sernil-areian] v | lmenis,
15 ® fopmoath LIROR stanting from Ociober 50, 2004
Lixaa 3 U5 Dollars Ry T, 013 + 1.18% 2,722,098 2,957,765 HSBC Bank Framee Ewro {last metallment April D024) CIER in Eure & (005 18539110 -
Loam 4 U5 Dolars Mavember |5, 2028 TR 545 0040 R R ]| I5C SH Alfs-hank Temge Cctoher T, 2005 & 50 1, 320055 1511,559
Lsws § Tenge Seplember 15, WHE T 10371 ESS - Iumﬂ.."ﬁqﬂmrmullrmm-:.
I3 Curopsan ank of 2nd transchw - M- quaricn
Riostdamucton ikl srmdallmnits,, Inl-&k Imanche — 40
D bopment (CRE DK ey installaits e
15 semts- wilal leeses commencing Expaort-import Bank of Linited (last imatmlimeni, Sepbamber |4, 5
September 2011 (last iratallwent,  demonth LIBOR - Siascs of America US Diollars Bt RH CERR im LS Deodlar 52514157 - §
Lo | U7 Dnlars: : _Eﬂllh 125:335% - 13,2001 537 .’lHI_l!lH-,I!'i! S0 S0 <X
IS"‘“‘.“MM: ’ Lizses: Crrenid ot o 2,
wormicrcng Apnd 13, 2003 (ke G-mnenith LIBOR = M BER B} (30166061} I
Lo 2 U5 Dollars imetallnsemt. Apnil 13, 2050} 124 BEDBSE TETLLIG bromsings - 8
J-gmsrith LIBONR + g
295% for US Dollar 2ES laR 1R THD | ZRETD
| 2 scwin-aninml wislalbrierits tranche and all-in eos - E
LS Dolla ing May 10, 2005 {last = 2.55% for ken . ; -
Les 1 -9 mﬁmﬂhh M. 2008} “I-::h: (=4 prapee 20,558,406 * AlkE el Fepesenld The ety of Feiding the ladn (lees, coffniidad, Ao ) thal afe el By e Badffoacd ovid Bhe e of the 5;
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The bank loans disclosed above are repavable as follows:

December 31, December 31,

003 0z
{restated)
Within | vear J4. 868 844 29,1 b 86 ]
| 1 2 years 29820383 | 8663, 167
2 e 3 vears 26,007,294 16,385, T2
3o vears 95.034,175 14,465,703
410 3 yenrs 25216, 1M RO 108340
Chver 5 years 115,291 385 14157

SI023E, 182 249294940

Az at December 31, 2003 and 2012 borrowings were denominaled in vanous currencies as
ool v

[Reeember 31, [December 31,

FLI K z

{restabed)
Tenge 19,700,385 175,702,279
LFS Drollars 102820819 67,919,401
Japanese Yen 3,960,785 5427102
Eure 18,726,193 246,155

S30238, 182 249,294,940

EBRLY

Loan 1: Im 2000 the Group entered into a credit line agreement with EBRD o finance the
construction of a primary backbone transportation communication line. Pursuant to this credit
agreement, JSC Transtelecom, a subsidiary, received a loan of 12488409 thousand tenge in
2000 and 39,134 thousand tenge in 2003, The loan is guaranteed by the Company. As at
December 31, 2003 the loan was repaid.

Loan 2: On March 29, 20010 the Group’s subsidiary, J5C Kagteminrans, entered into a loan
agreement with EBRD to Ginance the purchase of up o 100 wmits of cargo wagons for 50,000
thousand US Dollars. During 20103 J3C Kastemirtrans received 49,800 thousand US Dollars
(7,506,852 thousand tenge) under this loan, Duning 20013 the effective interest rate on the lean
was 3.43% (2002: 3.96%). The loan is guaranteed by the Company. Interest 5 paid semi-
annual by,

Loan 3: On December 1, 2010 the Group’s subsidiary, 15C Kazteminrans, entered into a loan
agreement with EBRD to finance the purchase up to 4000 units of cargo wagons for 200, (00
thousand US Dollars. During 2012 J5C Kazteminrans received a wranche in US Dollars of
95,142 thousand US Dollars (14,341,673 thousand temge) and a tranche i wenge of 14,277,707
thousand tenge, In February 2003 within this loan agreement JSC Kaziemirtrans received a
further tranches in US Daollars of 71,2100 US Dollars (10,&19 thousand tenge) and a tranche in
tenge of 482,536 thousand tenge. According 1o a written confirmation of EBRED, the Group
successfully completed the conversion option of tramche in tenge 0 US Dollars loan from
February 11, 2013 at the rate of 150.4 tenge per US Dollar, For the year ended December 31,
20013 the effective interest rate was 3.43% (20012: 4.93%). The loan is guarantead by the
Company. Interest is paid quarterly.

JSEC National Welfare Frnd Samenk-Kazyna

Loan 1: On October 21, 2000 the Group entered into a loan agreement with the Sharcholder for
30,000,000 thousand tenge, This loan was provided for the construction of raillway lines: Uzen -
state border with Turkmenistan and KEhorgos = fhetigen. The loan 15 unsecured. Interest is paid
semi-annually beginning from January 2001, The principal i paid ai maturity. As the loan was
issued at a rate below the market rate of interest, the fair value of the loan was calculated based
om interest rate equal 1o 5.4%.

Loans 2 and 3: On December 23 and 25, 201 1, the Group entered imo loan agreements with the
Sharcholder for 4,000,000 thousand tenge and 15,000,000 thousand tenge, respectively. The
loans are provided for the renewal of passenger rolling stock of its subsidiary, JSC Passenger
Transportation. The loans are unsecured. Interest is paid in 25 annual installments beginning
from Movember and December 2012, respectively, The principal 15 repaid in equal annual
installments beginning afier a five year grace period until full repayment in November and
December 2036, respectively. As the loans were issued at a rate below the market rate of interest,
the fair value of the loans was caloulated based on interest rate equal o 7.02%,

Loan 4: On Apnil 21, 2001 the Group's subsidiary 15C Locomotive received a long-term loan
froam the Sharcholder of 15,000,000 thousand tenge. This loan is provided for the purchaze of not
less than 40 units of locomaotives, The mterest is paid quarterly. The principal is paid at maturity,
The loan is guaranteed by the Company.,

Loan 5: On April 21, 2011 the Group’s subsidiary J3C Kaztemirtrans received a long-term loan
from the Shareholder of 60.000,000 thousand tenge. This loan is provided for the purchase of no
less than 3,200 units of cargo wagons. The interest 15 pand quarterly. The principal 15 paid am
maturity, The loan is guaranteed by the Company,

Loan &: On July 13, 2012 the Group entered into a loan agreement with the Shareholder of
60,755,000 thousand tenge. These loans are provided for the construction of railway lines:
Zheskazpan — Bemew and Arkalyk — Shubarkol. The loans are unsecured. Inferest 15 pard senu-
annually beginning from January 2013, The principal is paid at maturity. As the loans were
issued at a rate below the market rate of interest, the fair value of the loans was calculated based
on interest rate equal to 5.58%, 5.62%, 5.87%, 6.43%, 6.60%%, 6.71%.

Loan 7; On September 11, 2002 the Group entered into loan agreements with the Shareholder for
2,155,239 thousand tenge. The loans are provided for the renewal of passenger rolling stock of
the subsidiary, JSC Passenger Transporation. The loans are unsecured. Interest is pad in 25
annual mstallments beginming from July 2003, The principal 15 repad im0 equal  annual
installments beginning after a five vear grace period until full repayment in July 2037, As the
loans were issued at a rate below the market rte of interest, the fair value of the loans was
caleulated based on inferest rate equal 1o 5.1 5%,

Loan 5: On January 31, 2013 the Group signed a loan agreement with the Shareholder for
118,346,000 thousand tenge to finance the construction of raillway lines Zhezkazgan-Beineu and
Arkalyk-Shubarkol. The loan matures in Movember 2062, The Group received the full amount of
the lean on February 1, 2003, The loan is not secured. The interest on loans is paid in semi-
annual installments at an interest rate of 0L1% per annum beginming from July 2013, The
pringipal is repaid at the maturity of the loan. As the loan was issued at a rate below the market
rate of interest, the fair value of the loan was calculated based on interest rate equal to 7.68%.
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Loan %: On March 7, 2013 the Group signed a credit agreement with the Sharcholder for
24,673,376 thousand tenge. This loan was given for the purposes of the renewal of the rolling
stock of the railway passenger wagons of the Group's subsidiary, JSC Passenger Transportation.
The loan is not secured. Interest on the boan is repayvable at the interest rate of (L7 5% per annum,
starting from February 25, 2004, The principal is repayable in egqual annual installments after a
five year grace period with full repayment due in February 2038, As the loan was issued at a rate
below the market rate of interest, the fair value of the loan was calculated based on interest rate
equal to 7.37% and 6.53%.

Loan 10 On June 23, 2003 the Group signed a loan agreement with the Shareholder for
51,298,000 thousand tenge to finance the construction of rallway lines Zhezkazgan-Bemneuo, with
a maturity of Movember 2062, Under the agreement the Group received a loan in full amount,
The loan 15 unsecured. Interest on the loan 15 repaid semi-annually at an interest rate of 0.1%%
slarting from January 2004, The pnincipal is paid at maturity, As the loan was issued at a rate
below the market rate of inerest, the fair value of the loan was calculated based on interest rate
equal to 8.63% and 8.47%.

Loan 11: On December 28, 2003 the Group signed a loan agreement with the Sharcholder for
8, 166,000 thousand tenge to finance the construction of rallway lines Zhezkazgan-Beineu, with a
matunty of November 2062, Under the agreement the Group received a loan in full amount. The
loan 15 unsecured. Inferest on loan is repaid semi-annually at an interest rate of 0.1% beginning
from July 2004, The principal is paid at maturity. As the loan was issued at a rate below the
markel rate of imterest, the Tur value of the loan was calculated based on interest rate equal 1o
T.H31%,

Durmg 2003 the Group recognieed a fur value adjustment o loans of 185,274,910 thousand

tenge (20012: 33,601,679 thousand tenge) less deferred tax effect of 37,054,982 thousand fenge
(20122 6,720,336 thousand tenge) within additional paid-in capital.

The Group is eligible for early repayment of the whole or a part of the loans upon an agreement
with Shareholder without premium or penalty.

HEBC Bank France

On May 31, 2012, the Group's subsidiary, 15C Locomotive, concluded a General framework tranche 1) May 11,2006 TUMRG 53,763,500 52,759,002 =
agreement with JSC SB HSBC Kazakhstan, jointly with HSBC Bank plc and HSBC Bank G519 Smahards e MUO(00) |, OOMeIG R O  WSILON DAL 2
France with a support from export-credit agency COFACE for financing the delivery of 200 6.95% Eurobonds due 2042 (105.321%)  July 10,2042  6.95% 162,158,783 66.047.828 g.
cargo amd 95 passenger eleciric locommives in the tolal amount of 880,877 000 Eure for 10 330449285 24324510 g
vears, In accordance with the terms of loan agreement, the funds are w0 be transferred by 5 (five) Addjustmenis: =
tranches. In ling with this Framework agreement, on May 31, 2012 JSC Locomotive concluded [Mscount on debt securities ssued (339,854) 138,995) g
Credit agreement on purchase of cargo electric locomotives (15t ranche) of 172,123,456 Euro for Transaction cosis o (87,309) 1.074.313) §
10 years at the interest rate of CIRRE plus margin of 0.9%, wherehy original lenders are HSBC Premium on debt securities issued 8.041.716 95,048 “
BANK France, Citibank International Ple and The Bank of Tokyo — Mitsubishi UFJ, Lid, The Acerued interest on debt securities issued 1666159 7,587,539
loan s repayable on a semi-annual basis until the full repayment in 2024, The loan was obtaimed _ L
under the guarantee of the Company. As part of signed supplementary agreement, in 2013 credit Tosal debt secunities issued S3R929,79T 50276508
funds in the total amount of 97,104,193 Euro (19,623,433 thousand tenge) (amount takes into Less: current sorion of debi seourities
account COFACE premium) were obtained and used, funds were directly transferred to Alstom Lim-.u:.-d enl porion ¢ y ’ (1.866.159)  (1.587.539)
Transport SA. During 2013 the effective interest rate on the loan was 7.21%. — —

Long-term portion of debt secunities isseed FREAMGS GBI B1] GEEH6H
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Export-Intpors Bartk of United States of America

On MNovember 26, 2012 the Group's subsidiary, JSC Locomotive signed a 10 year loan
agreement for 424,856,806 US dollars with Export-Impont Bank of United States of America for
the acquisition of 1% Evolution senes locomotives, The mterest e on the loan 15 the
Commercial Interest Reference Rate (in US dollars). In accordance with the terms of agreement,
the funds are 10 be wransfermed by nine tranches, As ol December 31, 2013, six tranches have been
received in full: on January 23, 2003 (tranches 1, 2 and 3.1 and Janwary 24, 2003 (ranche 3.2),
May 13, 2003 (tranche 4), July 26, 2013 {iranche 3) and November 8, 20013 (tranche &) in the
tedal amount of 424,856,206 US dollars (64,241,395 thousand tenge) with a bank commission
withheld of 44,297 573 US dollars (6,698 507 thousand tenge). The principal on the 1st tranche
is repaid by 28 quarterly installments starting from March 15, 20013; on the 2nd tranche - by 36
quarterly installments; on the 3rd-6th tranches — by 40 quarterly installments. As at December
31, 2013 principal amount of 40,829 642 LIS dollars was repaid, The imterest 15 paid quarterly.
During 2003 the effective interest rate on the loan was 3.89%%, The loan was obtained under the
guarantee of the Company and its subsidiary, J5C Kaztemirtrans.

As at December 31, 2003 the Group’s loans were secured by non-current assets {including
buildings, railway transport, equipment and other property plant and cquipment) with a carrying
valuwe of 153,138,190 thousand tenge (20012: 534,246,713 thousand tenge). The Group is no
allowed to pledge these assets for other borrowings or to sell them o another entity.

The capitalization rate used w determune the amount of borrowing costs eligible for
capitalization ranges from 5.15% to 11.63% (2012: from 35.153% 1o 7.02%).

DEBRT SECURITIES ISSUED

The Group's debt securities issued as at December 31, 2013 and 2012 were as follows:

f'ln'l.lturilgr date Interest rote, December 31, December 31,
Per AnmLm 2013 2002

Eurobonds issued at price
1% Eurobomnds due 2006 (98_292% -
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On May 11, 2008 Kaeakhstan Temir Zholy Finance BV, (the “lssuer”), a subsidiary of
the Group, issued two tranches of Eurobonds totalling 300,000 thousand US Dellars on the the
Singapore Exchange Securities Trading Limited (SGX-ST). The Eurobends are guaranteed by the
Company and its subsidiaries: JSC Kaatemirrans and JSC Locometive (the “Guarantors™).
Interest is payable on such Evrobonds semi annually on May 11 and November 11, On May 11,
2001 he Group repaid the S-year curobonds (Tranche 1) of 65,493,000 thousand tenge (450
million US Dollarsy, The 10-year Eurcobonds { Tranche 2 mature May 11, 2016,

On October 6, 2000 the Issuer issued Eurobonds totalling 700,00 thousand US Dollars on the
London Stock Exchange (L3E). Such Eurobonds are guaramtesd by the Guarantors. Interest is
payable semi annually on Apnl 6 and October 6, and the Eurobonds mature on October 6, 2020,

On July 10, 2002 and MNovember B, 2012, the lssuer issued on the external (LSE) and intemal
(K ASE) markets 6.95% Eurobonds totalling 500,000 thousand US Dollars and 300,000 thousand
LS Dollars, respectively. Such 6.95% Ewrobonds are guaranteed by the Guarantors, Interest is
pavable zemi annually on January 10 and July 10, and the Eurobonds mature on July 10, 2042,

The Eurobonds contain covenants that place certain limitations on the Group including, but not
limited to, limitations on changes in the business and the dizposal of propeny, and limitations on
mergers and consolidations with other legal entities. In the case of any payment default, or any
of default as defined by the Eurobond indenture, investors are entitled to require repayment of
the Eurobonds.

FINAMNCE LEASE LIARILITIES
The Group's Nnance lease labilities as a1 December 31, 2013 and 2012 were as follows:
Fresent value o miminum

bease pay ments
ecember 31,  December 31,

Mliminim lease payments

December 31,  December 31,

I3 Im: I3 Imz
Within one year 1057642 1351003 450644 552,251
Fram T 1o live years inclusive a4, | 23 350 &, NN SED 2527 0K 2 RIS
Adler live years FHT.I14 1,868 529 aHh 332 1735839
Mel minimiam lease Habiliies &, 168 356 8388630 3864 40 SRR RS
Less future fimanes charges {2,304, 297} |3, 2931 5h
Present value of lease paymmenls i 8h4. 054 5(NH.31% B SHE A%
Liss lughility payable within 12 months (ol 50 ek ) (552,251)
Amounl payable afier 12 moniths 3413415 o SEh

In 2004 the Group represented by the subsidiary JSC Transiclecom entered into a non-
cancelable finance lease arrangement for telecommunication equipment (the “Finance Lease™)
with LLP TeleKRONA. The term of the Finance Lease 1s 14.5 years with an optional renewal
term of one vear, In accordance with the erms of the lease agreement, the Group received
telecommumication equipment in installments through the end of 2000, In 20010 amd 2004 the
Ciroup received telecommunication equipment for 3,506 thousand tenge and 853,108 thousand
tenge, respectively. Effective inferest rate implicit in the lease 1s 18, 25% per annum.
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O December 11, 2008 the Group represented by the subsidiary JSC Kastemirtrans entered into
a finance lease state purchase agreement with J3C BRK Leasing, a related party, to provide
240 units of rolling steck 1o its subsidiary JSC Center of Transpont Service. In 2008 the Group
received 1) cistern wagons with a carrying value of 1028838 thousand tenge. In 2006
the Group reccived the residual 150 cistern wagons with a camrying value of
TI2.852 thousand wnge, Effective interest rate implicit in the lease is 10.77% per annum. The
term of the Nnance lease 15 10 years. This contract 15 secured by a guarantee from the Companiy.

On December 28, 20011 the Group represented by LLP Temirzhol Zhondeu, subsidiary of Repair
Corporation Kamkor LLP, entered into a finance lease state purchase agreement with JSC Islam
Bank Al Hilal 1o purchase two units of track eguipment. In 2002 the Group received such track
equipment with a carrving value of 1,021,007 thowsand tenge and initial direct acquisition cosis
were 21022 thousand tenge. Effective interest rate implicit in the lease is 1 7.62% per annum.
The term of the finance lease is five years. This contract is secured by a puarantee from LLP
Temirzholenergo, a subsidiary of the Company, in the amount of 290,000 thousand tenge.

All lease liabilities are denominated in tenge.

EMPLOYEE BENEFIT OBLIGATIONS
Social tax and pension contributions

The Group pavs social ax, which is expensed as incurred, based on the current stafulory
requirements of the Republic of Kazakhstan, The social tax charges i 2003 and 2012 were
21,720,625 thousand tenge and 20,960,289 thousand tenge, respectively, and were recorded in
profit or loss within cost of sales and general and administrative expenses.

The Group alse withholds and conmbutes 10% from the salaries of s emplovees as the
emplovee’s coniribution to their cumulative pension funds, According o legislation of the
Republic of Kazakhstan, pension contributions are the responzibility of employees, and the
Group has no current or future obligations 1o make payments 1o employvess following their
retiremient, apart from those stipulated in the agreement with the Labor Union (see below).

Defined benefits scheme and other non-current employvee benefits

Employee benefit obligations are payable in accordance with the Labor Umion Agreement
concluded between the Group and 1is employees for 2002-2014.

The wotal liability payvable in accordance with this agreement comprised the following as
at December 31, 20103 and 2012

December 31, December 3,

2013 2012
{restated)
Presend vahee of defined benefnl 4,1h|'i54|!m:1 AN FIT A0 20 65T 3510
Liability falling due within one vear 2490 545) (2485 T48]
Liahility falling due afier one year 27737065 27.211.583

The defined benefit scheme is unfunded.
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Movements in the present value of the obligation are as follows for the years ended December

3l
2013 01z
{restated)

Todal linbility taken over at the beginning of the vear 29,647,331 25,522 645
Current service onsl 1161244 2614
Past service cost (4,471, 546) (12.3520%
Interest cost 1.TT3.9%0 1527369
Actuarial remeasurement recognized in edher comprehensive income,

including: J.BeB.063 2402 869
= Cheragres fn demographic assuegions {18,535 fafs, Tl d
= Clnrmgres f.lrﬁ.u;mrjf.l.l' TSNS I 408 167 Gl (KL
- Exprerience aoiusiments I W56 888 LaT6 1
- (hthar 371343
Benefits paid during the year (2023, 9656] {1,507 A )
Actuarial boss recogmized in prodit and loss during the vear 282,288 1,236,391
Dhscontinued operations - {14,835
Tioral laability at the end of the year 30227410 20697 331

The past service cost recognized for the vears ended December 31, 2003 and 2002 primarly
resulted from changes in the Pension legislation regarding increase of women’s retirement age
al predetermined scale and also changes in the Labor Union Agreement.

The total amounts recognized in profit and loss in respect o these defined benefit obligations
and other long term benefits during 2003 and 2012 were as follows:

2013 2012
{restaied)
Caost of sales [Mote 28) 0 T Tk 3143370
Gieneral and adminisirative expenses (Mote 29) {147,914) 550,683
Becognized in profit and loss during the yvear (1,254,005 3,694,053

The defined benefits plans typically expose the Group to actuarial risks such as: interest rate
risk, longevity risk and salary risk.

*  Interest risk - A decrease in the bond interest rate will increase the plan Lability;
however, this will be partially offset by an increase in the retwrm on the plan’s debt
invesiments.

#  Longevity risk = The present value of the defined benefit plan Lability is calculated by
reference to the best estimate of the morality of plan participants both during and after
their employment, An increase in ihe life expeciancy of the plan participanis will
inerease the plan’s lhability.

» Salary risk - The present value of the defined benefit plan liability is calculated by
reference to the fudure salanies of plan participanis, As such, an ingrease in the salary of
the plan participants will increase the plan®s Liability.
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13,

The estimates of the Group’s obligations were made on the basis of the published statistical data
regarding mortality and the actual Group's data concerning the number, age, sex and years of
service of the employees and pensioners and the Group’s turnover statistics. Other principal
assumplions at the reporting date were as follows:

203 Iz
Discouni mba 630 . 005
Mhe expected rate of fature annual material assistance increases 4, %% 5.43%
The expected rate of faare anpual minkmum salary incrcases 4. 1% 3435
The expected rate of falure annual milwsy tiekel price incnzases T.70%% G430

Significant actuanial assumptions for the determination of the defined obligation are discount
rabe, expecicd salary increase and mortality, The sensitivity analyses below have been
determined based on reasonably possible changes of the respective assumplions occurring at the
end of the reporting period, while holding all other assumptions constant.
¢ |f the discount rate 1z 100 basis points higher {lower), the defined benefit obligation
would decrease by 2,711,399 thousand tenge (increase by 3,204, 105 ihousand tenge).
= [ the expected salary, inflation, monthly calculated index growth increases (decreases)
by 1%, the defined benefit obligation would increase by 3,219,219 thousand tenge
(decrease by 2771853 thousand tenge).
= I the life expectancy increases (decreases) by one year for both men and women, the
defined benefit obligation would increase by 1,051,914 thousand tenge (decrease by
1,105,346 thousand enge).
# I the emplovee urmover increases (decreases) by 1%, the defined benefit obligation
would decrease by 550,139 thousand tenge (increase by 595 480 thousand tenge).

The sensitivity analysis presented above may not be representative of the actual change in the
defined benefit obligation as it is unlikely that the change in assumptions would ocour in
iselation of one another as some of the assumplions may be correlated.

Furthermore, in preseniing the above sensifivity analysis, the present value of the defined
benefit obligation has been calculated using the projected unit credit method at the end of the
reporting period, which is the same as that applied in calculating the defined benefit obligation
liahility recognised in the statement of financial position,

There was no change in the methods and assumptions used in preparing the sensitivity analysis
froum prior years,

INCOME TAX

Entitics based in Kazakhstan are subject to income tax on taxable profit as determined under the
laws of the Bepublic of Kazakhstan, The income tax rate was 20% in both 2003 and 2012,

Income tax expense comprised the following for the years ended December 31:

2012 2012
{restated)
Current inegme Ly expeimss 13801290 4. 460,347
Current income [ax expense for prior years 46,687 AR5 430

[deferred income 1ax expense 34 520,646 26,176, TEY
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{irn thougands of fenge urless othenwize stated)

A reconciliation of income tax expense applicable o profit before faxation at the statufory
income tax rate to income tax expense reported in the consolidated financial statements was as
follows for the vears ended December 31

H0n 0 1,758,540 thousand tenge {December 31, 2012: 1,004,881 thousand tenge).
(restated)
Prafit before tnxation from continaing operations 160,206,186 150,594,742 )

Stalusory tax rate W o1 18 4. TRADE ACCOUNTS PAYABLE %
)]
Theoretical tax expense of the statwtory rabe 32050257 30,198 945 Trade accounis payable comprised the following as at December 31, 2003 and 2012: g
Tax effect of exponses’{gains) that are not dedudible{nol tanable) for @ - . December 31 g
pUrporees: mibeer X1, miber i, —
Charnge of income: tax related o previous years B4R GET AR5 430 LI 1] g_
Bon-deductible expenses 5 30,030 607,495 (restated) %
Change in previcusly unrecognized defemed tax losses 153,659 {168,307) Accounts payable for inventory 31,536,084 33081737 5
_ _ Accounts payable for servioes 24,947 864 16,631 486 g
Incoume 1.?1: axpense recognissd i profit or boss frelating o continumg i i Accounts payable for property, plant and eguipmen! 19,451 4%4 401,060, %97 C;l;
opcTtions) 39.048.623 02266 Dther acoounts payable 1,439,817 7 829301 =S

Deferred tax balances calculated by applying the stalutory tax rates in effect at the respective 21 375,610 08 $03.421

reporting dates to the temporary differences between the tax basis of assets and ligbilities and
the amouniz reported in the consolidated fnancial statements, are as at follows at

December 31, 2003 and 2002: currencies as follows: OO
December 31, December 31, December 31, December 31, g
o3 oz 2013 iz &
[ reslmled) (restated) U":
Deferred fax assels: Tenge T2 952 92,053.312 %
Tax losses carricd foreand 35,902,760 12863077 US Dollars 1,370,345 % IRTAGE 5
Unused vacation provision 2,285,703 1,141,602 Swiss Franes 438,016 413,183 g
Differences in accounts receivable Brh,a02 1.0F7 AN} Cwher curreneies 1540326 Ta0061 8
Allowanee for obsolete and slow-moving inventorics 143,616 254,147 T
Lans given 72,141 - TIETHe19 GR S05.421
Acerued liabilities 178753 303,030
Accrued imlerest payable 388,233 - Trade pavables principally comprise amounts oulstanding for trade purchases of inventory,
50,247,768 16.664.656 EE:,I:EHFI ?:J?; ;:i ;::;J;[rm;ﬁd:;; ongoing costs. The average credit period taken for trade
Deferred tax linhilities: hases is ; eomm )
Fropeerty, plant and equipment and sdher non=Cumment assels (218,740,542 (159897, 123)

Adjpstment of loan to fair value

(46,971,815)

(10,357.794)

(265.713.657)

(170,254.917)

JSC NATIONAL COMPANY KAZAKHSTAN TEMIR ZHOLY

MNOTES TO THE CONSOLIDATED FINAMCIAL STATEMENTS
FOR THE YEAR ENDED DECEMEBEER 31, 2013 [CONTINUED)
{irr thousands of fenge unless atherwise stated)

25.

The Group has unrecognised deferred tax assets relating 1o tax losses carry forwards. In
management’s opinion, it 15 not probable that there will be sufficient taxable income available
in the future against which such deferred fax assels can be wiilized, The fotal fax effect of
unrecognised  tax  Joss  cammvforwards  as  at December 310 2003 amounted 1o

Az at December 31, 2003 and 20012 wade accounts payable were denominated in various

OTHER TAXES PAYABLE

hher taxes payable comprised the following as at December 31, 2003 and 2012

Total net deferred iax liabilities (225 465 889} (153.390.261) December 31 December 3
013 zn2
013 22
(restated) VAT 3523372 3X3813
Persiomal nonene fax 2 E4R 742 2385 119
Net defierred income tax liability as at the beginning of the year (153,500,261)  (121,030,361) SR Hrir L e
Recorded in profit or loss (34.820,646)  (26,176,789) S =t o e ]
Beconded in the consalidated satement of changs in equity {37,054 952 (6,720,356 Erll'nilunrl'::tl‘lu'l e 0,172 IIEIITI 5
Discominued operations - 337,215 Property Lax iﬁ':LE"'E ,55:”5
[Hher 141 554 453,651
et defermed income tax liability as ai the end of the vear (223465889  (153.590.261)

L1154, 715 9,494 602
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26, OTHER LIABRILITIES

Other liabilities comprised the following as at December 31, 2013 and 2012;

December 31,  December 31,

2013 2012 construction value. The commitment amount has been recognised as a “Construction

{restated) commitment™ above, and is considered non-current due to the expectation that the commitment
. _ will ke fulfilled upon completion of construction planned for June 2015. w
Construction commitment for benefit of the Shareholder 54,2009 _E4D 53385385 ;
ﬁ;f:r;;.;:ﬁ;td from customers -:igﬂﬁi ?giﬁ:ﬁl: As described in Mote 13 and 18 above, in 2003 the Group entered into commitment to donate E
Unused vacation provision 11.428.516 10,708,010 social facilities to Mangistau municipality of %65,430 thousand tenge buili pursuant 1o a decree %
Deferred income 11,147,295 10,184,643 of the ultimate Sharcholder within social-economic development of Mangistau oblast. The 3
Dbligatory pension contributions L A 1,125 %37 commitment amount has been recogmised as a “Construction commitment™ abowve, and is e
Dividends payable (Note 18) . (K, DN considered current due 1o the expectation that the commitment will be fulfilled within 2014, =
Pavable for available for sale invesimenis (MNote %) - 996,752 E
Provision for additional payments 1o employees living in regions of As at December 31, 2013 and 2002 the Group accrued for unused vacation, estimated based on §
environmental disaster - 50,734 quantity of unused vacation days and average salary per day, and for additional payments to =

Cither liabalitses Sl THT 3715444

139,711,303 145,540,405

Less: other currem liabilitics LI, 700,050 ) (120,325 6607

Other non-current liabilities 25.010,252 25,215,745

Af descnbed i Notes 13 and 18 above, in 2010 the Group entered mto an arrevocable
commitment o consirect a building for a teleradio complex (27,129,708 thousand tenge),
and in 2001, the Group entered into a similar commiiment with respect 10 Ating out the
complex (28,125,000 thousand tenge). In 2011 the Group also scquired the land on which
the teleradio complex was built (489,107 thousand tenge). As discussed in the Summary of
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27T

As described in Mote 13 and 18 above, in 2012 the Group eniered inlo an irrevocable
commitment with the Government o construct a multifunctional ice palace in Astana. The value
of that commitment was estimated by management to be the value of the related construction
coniract, namely 25,146,747 ihousand tenge, In 2013 the Group reduced the “Consiruction
commitment”™ by 140,995 thousand tenge resulting from a miner adjustment to the initial

employees living in regions of environmental disaster, estimated according to the labor
legislation.

As at December 31, 20013 and 2012 current salaries payable and other current liabilities were
primarily payable in tenge.
OTHER REVENMLUE

Dviher revenue for the vears ended December 31 comprised the following:

Significant Accounting Policies, distnbutions are recognized in equity, along with an —— IJ:':I'I}!II:H}

associated “Construction commitment”, when the Group has irrevocably commitied to o _

transfer cash or non-cash assets to its Sharcholderuliimate Shareholder and the amount of Revenue from the sale of goods and provision of other services 30337415 29,762,273
Penaltics received 2.1 BRI 2.965.739

the commitment can be reliably measured, As a consequence of the commitments entered
into by the Group with respect 1o the construction and Bt oul of the teleradio complex, a
liability of 55,743,815 thousand tenge was recognized as of December 31, 20101,

In 2012 the Group recognized an additional obligation relating to VAT resulting from the
transfer of title of the building to the Sharcholder of 3,232,968 thousand tenge and reduced
the “Construction commitment™ by 49,842 thousand tenge resulting from a minor adjustment
to the initial construction accruals, which consisted of a reduction of 163,480 thousand tenge
related 1o the building construction accrual and increase of 113,638 thousand tenge related 1o
the media and technical equipment construction accrual.

In July 2002 the eleradio complex (excluding the fin o thereof) together with the land on
which it was located was transferred to the Shareholder. This resulted in a reduction of
Aszsels held for the benefit of the Sharcholder and the related “Construction commitment™ of
30,688,303 thousand tenge.

33,335,306 33,728,002

Eevenue from the sale of goods and provision of other services consists primarily of profit on
the sale of loading and unloading services, vessels servicing, the sale of inventory and scrap,
communication services and sales of eleciriciny.,

Penalties received represent mainly revenue earmed on the assessment of penalties on the lale
pickup of cargo cars for breach of contract termis.
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28, COST OF SALES 29, GENERAL AND ADMINISTRATIVE EXFENSE

Cost of sales for the years ended December 31 comprised the following: General and administrative expense for the years ended December 31 comprised the following:

2013 iz 2013 iz
restated) (restated)

Personmel costs, ingluding short-term provisions 214,957 H48 208,471,526 Personnel costs, including shori-term provisions 36,506,768 34982012 0
Fuels amd lubricanis BE 255 494 B2, 006,544 Properiy tax and other iaxes 23, 152650 20, 380,004 2
Depreciation and amdarization BE, 795 #41 T1,23K, 098 Charitics and spoinsorship 0187271 3,384,970 g_
Materials and supplues G0, 720563 S, 605,670 Dleprecintson and amarhizalion 4. 024 251 I g
Sarvices 44 373200 44,131,932 Allowance for unrecoverable VAT receivable (Note %) 3845992 180,792 %‘
Elceiricity 32260, 106 0,649,736 Consulting, audit and legal services 2407 505 2152212 o
Reparr ard maimenance R0 112 23,383,703 Professional services 1,535 414 1,475 329 g
Railway charges of third partics 5,716,746 1,207,613 Business tnip expenses and representative expenses 1625459 I, 766,831 =
Basiness tnip expenses 1528350 3087204 Allowances for doubtfl debis (Note 9, 11, 15) 1,556,190 |, 346,850 E
Utilities and building maintenance 21539253 |.652.877 Expenses on holiday and culiural evemis |, 385 967 1,301,775 §
Insuranee 1,615 (8% I BEG,Q55 Advertising expenses 1,036,819 Q32941 &

Olperating lease expenses L ARLGSE I 440,643 Hank services L4313, 550 KGMLSTH

Communication services 1,087,254 1071248 Utilities and building maintenamnce 263,061 753,266

Personnel trainimng 952 888 02,784 Matcrials 232077 1,064,721

Tramsportsion services 626,815 MR 270 Professwonal trainings amd qualifications BX6 938 S5K TEO
Security services J02.658 334,261 Cither services G453, 5949 T43,917 2
Lease of communication channels 223,500 1,921,880 Repair and mainenance 340,083 413,505 3
Taxes 2089 795 191,505 Saocial sphere objects mainenance 15 5Ma 28ETM0 e
Fines and penalties 2004 550 1,387 530 ﬁ;‘u,nling lease expenses 251 385 ME 070 %
Employes benefit (recoveryhespenses (Mote 221 100, 104 3,043,370 Insurnnce 236,450 234308 ¥
Citheer 4460451 3,701,254 Employee benefit {recoveryhespenses (Mote 22) {147.914) 550,683 S
Obsolete inventory recovery of provision (MNooe 100 {148,070 (32,930 E
576,862,081 549 358,013 [Recovery ofVaceruml of provision on begal claims (907,721 99,277 £
Oither expenses 3411689 I, 700842 e

Personnel costs, including short-term provisions, for the years ended December 31 comprised the

following: 04,155,179 70,609,564

Personnel costs

Social tax

Proviseon for addinonal peyments o emplovees hiving i regions of
environmental disaster (Note 26)
Unused vacation provision expense

203 mz
(restuted)
195,849,594 | 89,578,054
15,684,639 | 8,039,206
. ML, TR
423615 B03,E32
214,957 848 IEAT]E26

Personmel costs, mcluding shon=term provisions, for (ke vears ended December 31 comprised the

ol borwinge:
13 iz
(restated)
Personnel costs izd4n s 31,928,250
Sacial tax 3,035 986 2,921,083
Unused vacalim provision expense 111,664 133,579
36,596,768 34952912
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{irn thouzsands of fenge urless othenwize stated) (in thousands of tenge unless otherwise stated)
a0 FINANCE INCONE The primary reasons for the business combination are to implement by Kaz ATC JSC technology
assessment and examination, selection of the optimal specifications of rmlway transport and
Finance income for the years ended December 31 comprised the following: infrastructure taking into account existing and perspective technologies, as well as training,
refraiming and qualifving emplovees of milway ransport,
iz 2012
(restated) If this business combination occurred on January 1, 2013, the Group's revenue would have been
) ) i more for 1,658,006 thousand tenge more for the year ended December 31, 201 3.
Interest incoms on shor-term investments amd bank deposils 4. TE0.8410 4249204 .
Amorization of premium on debt securities issued 10008 56,055 . . . s =
Otther finance :.mp'n:m 212,695 4% 579 Consideration paid for acquisition &
5703 644 4,353 838 2013 :-;
Cazh T 496,752 g_.
For the yvears ended December 31, 20013 and 2012 the Group’s finance income included interest Less cash paid in prior period (00,000) S
income on  short-term il'l'l.'E!-':Il'I'I.tl'Itﬁ and t:mﬂ-: dr:pm'.ltﬁ. of 1,89 thousand tenge and Total paid for the perind 996,742 S
47,121 thousand tenge, respectively, placed with related panties (Mote 36), g
=

The allocation of purchase consideration for the business acquired is based on fair value of assets
and liabilities acquired at the date in which control was oblained, MNel asselz scquired are

31, FINANCE COSTS presented as follows:
Finance costs for the years ended December 31 comprised the following: ASSETS
Non-current asseis g
23 iz Property, plant and equipment 11,473,761 g
{restated) Intamgihle nssels 7454 S
Other non-curment sssets 5405 8
Irmterest expense on delbt seounties 1ssued 23,046,325 15,721,972 U‘:
[rberest expense on loans 13,308,342 12452405 Total aon-currenl assels 11 486,710 S
Finamce lease charge 1,020, 146 Q5% 8410 g
Linwianding of disecoum on borrowings and delbt securities issued 1,336,604 B4 00 E Current assets E
Invemionics 120502 g
Acopunis reoavable Ix|8l6 o
ITEILA17 :H:I":Ed""'.-'—.:!IEI Oiher curronl assels AT ATE
Caxh amd cash equivalents JHEOI9
For the years ended December 31, 2003 and 2002 the Group's finance costs included expenses
of 8,250,933 thousand tenge and 7,770,642 thousand tenge, respectively, with related parties Total current assets 98,900
{Mote 36). Total asseds 12, 385610
=
Current labilitics g
3. BUSINESS COMEBINATION Accounts payahle 11,468 =
Taxes payable 78,369 5
In November 2012 the Group scquired 65% of the shares of JSC Kazakh Academy of Transport Other cuspont linbildes 461,386 &
" . = . - =+
and (‘mmmlmn_:ahm; named after M Tynyshpaey [“KazATC JSC _} for 7,496,752 thousand Total Kabilities 541,220 §
tenge 1o be paid in installments until June 20013, At that date the Group had no control over e
KazATC ISC, as the seller had the right to veto any decizion of the Group until full payment for Asguired nef assels 11,534,300 o
the acquired shares had been made, As a1 June 30, 2013 the Group repaid the debt for the
purchased shares and gained control over the organization. The buginess combination was Consuleration given 7.4596,752
accourted 1':|_-|| “_;“'LE thie a,;_lq misitian method: Fhus: mn-umlmlling mleresd [ 35% i KazATC ISC) A, 142 036
Less Tasr value of acquined mel asscls (11,534, 550)
Dhte of Cansideratbon
Main activity acquisition  Share paiel Bargan purchase gamn (195601
KazATC ISC Education, training  June 30, 2013 65% 7496752 The fair value of acquired net asseis has been arived at on the basis of a valuation carmied out by
and re-training an independent appraiser. The fair value was determined based on the markel comparable

approach that reflects recent transaction prices for similar assets.
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Met cash payments related o acquisitions of the subsidiaries M, FINANCIAL AND CONTINGENT LIABILITIES

2013 Capital and operating lease commitmenis
Cash consideration 6,505, T42
Less acquired cash and cxsh equivalkenis {350,001 %) Cerpifal contminmenis
o406, 713

XS

EARNINGS PER SHARE

Basic camings per share are calculated based on the weighted average number of common
shares ouistanding during the vear, Basic and diluted per share data are the same, as there are no

material dilutions.,

i 012 and also commitments for purchase of passenger wagons from joint venture Tulpar-Talgo LLP
(restated) for the amount of 21,138,992 thousand tenge (2002: 41,033,536 thousand tenge) for supply
Profin for the year atribuable 1o the owner of the Company through Liecember 31, 2014,
{thousand tengel 15627571 772,008 . .
Olperating lease commitnmernts
Weighted averape number of common shares 401 205733 491,278,795 a
As at December 31, 2003 the Group had operating lease commitments of 775,348 thousand 2
Basic and diluted eamings per share from profit for the year tenge, which are all dwe within one year { December 31, 2002: 516,055 thousand tenge). E
{tenge) 235 240 8
Contingent liabilities e
2013 2012 Z
{restated) Legal elaims 5
Profit for the year from continuing operations attributable wo the The Group is subject to various legal proceedings related fo business operations, such as 8
owner of the Company (thousand tenge) 118,439,668 118,881,559 property damage claims. The Group does not believe that pending or threatened claims of these
. . types, individually or in aggregate, are likely to have any material adverse effect on the Group's
Weighted average: number of common share 491,295,733 491,278,793 consolidated financial position, resulis of operations, or cash flows,
“3::1:]“1 diluted camings per share from cominuing operations - - Kazakhstan iavation contingencies .
5
. , Karakhstan legislative acts and regulations are not always clearly written and  their E
Book :‘Iﬁlu‘: per share 15 calculated based on the number 2!‘ mmm": Ehafﬁ outstanding 25 1t the interpretation is subject 1o the opinions of the local tax inspectors and the Ministry of Finance of §-
reporting date. Book value per share as at December 31. 2015 and 2012 is presented below. the Bepublic of Kazakhstan. Instances of inconsistent opimons between local, regional and E
2013 2012 namonal tax aul.huritiﬂ:s .'m:_quil:f.: usual, The current regime of penalties and interest n,_'lau:d b g..
reported and discovered violations of Kazakhstan laws, decrees and related regulations are 5
{restated) . - . . . , \ &
severe, Where additional taxes are imposed by the tax authorities penalties and interest applied =4
Met assets, exchuding intangible assets 1,30%,540,782 1,033,217,182 are significant; penaliies are generally assessed at 300 of the additional taxes accrued, and -

Mumber of common shares in issue

Book value per share (ienge)

491,207,819

491287671

2657

2,103

As ot December 31, 20135, the Group had commined w contracts for the construction of
Zhezkazgan — Beinew and Arkalyk — Shubarkol railways, the construction of a multifunciional
ice palace in Asiana, the primary backbone transpont communication net, and the purchase of
cargo and passenger electnic locomotives, cargo and passenger wagons and backbone
locomotives todalling 567,979,072 thousand fenge {December 31, 2002: 748,373,215 thousand
tenge). This amount ingludes commitments for purchase of passenger electric locomoatives from
joint venture JSC Electrovoz Kurastyru Zauyty for the amount of 215,934,453 thousand tenge
(2002: 255,039,771 thousand tenge) for supply through December 31, 2020, locomotives from
joint venture JSC Locomotive Kurastyru Zauyty for the amount of 82,173,533 thousand tenge

interest is assessed at 13.75% of taxes not settled on a nmely basis. As a result, penalties and
interest can exceed the amount of additional scerwed taxes.

Therefore, penalties and interest can result in amounts that are multiples of any incorrectly
reported taxes resulting in an understatement,
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JSC NATIONAL COMPANY KAZAKHSTAN TEMIR ZHOLY

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013 (CONTINUED)
{in thousands of tenge uress otherwise stated)

ASa7ems

During 2012 and 2011 the tax authorities conducted tax audits of the Group for the period of
2007-2000. As a result of these audits the tax authorities have assessed additional taxes,
including fines and penaltics of 13,289,087 thousand tenge. The Group has challenged these
assessimenis and believes the claims were groundless, the Group intends to appeal the resulis in
a courl. During 20002 the Grouwp has recognized a tax liability of 757 419 thousand tenge, which
represents Group's best estimate of the amount required 1o seitle this liability.

During 2012 and 201 3, the tax authorities performed a tax audit of the Group on VAT returm for
the period from the first half of 2007 o 2008, As a result of this audit, the tax authorities
identified VAT in the amount of 1,919,593 thousand tenge that were previously claimed but
were unsubstantiated based on a counter check of suppliers. As a result, in 2003 the Group
pecrued a provision of 1,919,393 thousand tenge as the Group believes there is a high
probability of future losses and reclassified this VAT to long-term portion | Note 9 and 29).

In 2013, the tax authorities conducied comprehensive tax audits of the Group's subsidiary, 1SC
Transtelecom, for the period of 2007-2011. As a result of these audits the tax authorities have
assessed additional waxes, including fines and penalties of 1,479,161 thousand tenge associated
with the agreement on joint activity with Kazakh Transit Telecommunications LLP. As
management believies there is a high probability that they will have to pay this total amount, J5C
Transtelecom accrued for this amount in full. The amount 15 recogmzed in the following line
items; corporate income tax (361,069 thousand tenge), penaltics on corporate incoms tax
(326,886 thousand tenge), fine on corporale income ax (280,535 thousand tengel, value added
tax (280,508 thousand tenge), and penalties on value added wax (30,163 thousand tenge).

Due 1o the uncertainiies associated with the Kazakhstan tax sysiem, the ulimate amount of
taxes, penalties and interest, if any, relaed o the vears under audit and the subsequent years
may be in excess of ihe amount expensed 1o date and accrued as at December 31, 2003, Tt is not
practicable 1o determine the amount of any unasseried claims that may manifest, if any, or the
likehhood of any unfavourable outcome.

Fnsaramce

The insurance market 15 still in the early stage of development in Kazakhstan and, in common
with other statc-owned enterprises, the Group does not, with the cxception of obligatory
passenger insuranee with regard 1o personal injury, death and loss or damage o passenger
property, maintain any insurance against the risk of damage to any of its properties, assets or
equipment (including infrastructure, rolling stock and stations) nor against business interruption
or third party liability in respect of property or environmental damage arising from accidents 1o
the Group's property or relating 1o the Group's operations. The Group maintains the reguired
insurance  coverage under policies purchased from commercial insurance Operators in
Kazakhstan.

ther CORIHgeRees

In 20011-2012 Kazakh Transit Telecommunications LLP (hereinafter — "KT&T™) brought a
number of actions against the Group's subsidiary, 1SC Transtelecom, for non-compliance with its
obligations under the agreement on joint activity. In May 2012 the Company filed a counter
claim 1o KT&ET and JSC Transtelecom on the recognition of ihe agreement on joint activity
invalid. On Auvgust 14, 2013 based on decision of the Supreme Court of the Republic of
Kazakhstan the agrcement on joint activity was recognized as invalid. As as a result as at
December 31, 2013 the Group reversed carlier established provisions of 694,415 thousand tenge.

Crracrraniniees

On September 17, 2002 the Company entered into guarantee agreement #123 with Eurasian
Development Bank and provided a guarantee of 2,270,000 thousand tenge 10 ensure fulfillment
of obligations of a joinl venture Electrovor Kurastyru Zauvty LLP established by one of s
subsidiaries provided for the purpose of financing the construction of electric locomotives
manufacturing plant Gl 2022, The guarantee matures within 1 yvear of the fulfillment of
obligations by the joint venture under a credit line agreement in 2022,

On July 4, 2003 the Company entered into guarantee #110-A0 w Development Bank of
Kazakhstan and provided a guarantes of 11,609,100 thousand tenge to ensure fulfillment of the
obligations of an associate Aktobe rail and section mill plamt LLP established by one of ils
subsidiaries provided for the purpose of financing the construction of rail and section mill plant
kil 2023,

On January 27, 2011 joint venture JSC Locomotive Kurastyru Zauyty concluded a credit
pgreement FRM04-201 Iwith JSC ATF Bank for refinancing of loan provided on August 4, 2008
by ABM Amro Bank M.V, (The Royal Bank of Scotland for the purpose of locomotive assembly
plant construction in Astana of 13,952,650 thousand tenge (95,000 thousand US dollars). In
secordance with the loan agreement the Company provided a guarantee of 93,000 thousand US
dollars, with maturity till 200 6.

As al December 31, 2003 and 2012, the Group has not recognized a habiliy in relation o the
above listed guarantees,
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ASa7ems

35, SUBSIDIARIES

Information about the composition of the Group ot the end of the reporting period is included in
the following table:

In May 2013 the Group sold its controlling interest in the subsidiary J15C Locomotive Kurastyru
Zauyty (Note 17)

The table below shows details of non-wholly owned subsidiaries of the Group that have material

Percentage holding, %5 non-controlling interesis:
Mature of activities Cawitry of 2m3 i1 3
Subsidiary Fuskdency (restated) Place of Proportion of Profit (loss) allocated to Accumulated nons
imgaorporati ownership inferests non=confralling contralling interests 0
1. IS0 Enetemirtrans Clpemtion of cargn wapnns Kazakhs=inn (LL]] (L1] an and wmil vuli.g rhhls held intcrests g
2. JSC Passenper Transportation Passenger transponiation Karakhsian L] (U1 principal by non-conirolling §_
5, 150 Locomdotive Locomotive haul services karakhstan 1K 1 (M Mammie of place of inlereis 8
4, J8C KTE Express (J8C Navomal centro Formation of trnspon and subsidiary Iiusiness %—
5 T._.f?.;:ﬁm!\f transport logistics) :?E.'.‘l“ S o o December  December  December  December  December  Decembor =
i ' i Raihstan 100 - 31,2003 31,2002 31,2013 31,2012 312013 31, 2012 <
6. )50 Rembcomolive Repair of locomotives Kamkhstn | (WD Li1] = = = = = = %
7. J5C Alumty 1".""‘5“" F.;.cpu'r Pt R:-!uir "'F""“E""!* K.a.m.l.:hxl.un 160 100 Repair Corporation  Barakhstan g
8. J5C Locometive Service Conler cpair of locomotives Kazukhetan 100 100 Kamkor LLP 4228%  41.59% 2860004 1215750 10169696 7,716,764 o
9, J5C Kastramsservice Transit cango transponiation K.azakhsian L1 1 CH Individually &
10, JSC Tramstelecoe Communicalion servies Karakhsian 1] [11] bkl
11, LLP Lesogashila Protection of failway subsidiaries  ‘with
transporialsn propeny rom ,
unfavorable weather condions Karakhslan 1{HD L1 'Ikm'm'um"ml:
12. JSC Center of Transport Service Onpserating of local railway lines  Kamkhstan 100 100 interests (52.009)  (125.133) 3895680  (194.185)
13, J5C Militarized Bailway Cuasrd Security services Kazakhsinn (LL1] (L1 OO
Flashing and steaming of 25007, 1LOMLGIT 14,065,576 7.522.579 g
14, LLP Abzhaisvk Zopad 2006 WIS Kazakhsian (W 1 =
_— . a ~ o
15.J5C Locomotive Kurastyru Zauyty “L‘:;:t::l.*g;lifj;k;:ﬂ::l:::?‘“k hasabhetan HH.I' The Group’s subsidiary, Repair Corporation Kamkor LLP, owns subsidiaries with substantial i
16, Bepair Corporation Kamkor LLP arl mainline railway rack Karkhstan | (WD [L11] non-controlling interests. g
17, J50 Vokml-service Hailway stations aclividics Kamkhstan L1 1My g
15, )50 Kxmkh Academy of Transpar amd g
Communications named afier Edscasion, traiming anc 8
M, Tynvshpaey retrmining Karakhsian [k o
19, JSC Mational Company Alktau Sea pon services, boading,
Intemational Sea Commercial Pom unbasding vessels servicing Kazakhsian 1M 1
20, LI Bescarch Irstitule of Transporn Hescarch and development
and Commumcalsors achivibies Kamkhstan (LL1]

As at December 31, 2013 LLP Akzhaivk Zapad 2006, the subsidiary of the Company, was in the
process of liguidation.

In July 2002 the Group esiablished o subsidiary Research Institwie of Transport and
Communications LLP. In 2013 this subsidiary began its operations.

In July 20013 the Group renamed its subsidiary JSC MNational Centre on Development of
Transport Logistics, dealing with formation of transport and logistics, into JSC KTZ Express
with a change in activities to multimodal transportation.

=
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=
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In June 2003 ihe Group acquired controlling inmterest in JSC Kazakh Academy of Transport and
Commumications named after M. Tynvshpaey amd obtaimed control over it {(Nole 32

In November 2003 the Shareholder wansferred 100% ownership interest in JSC National
Company Aktau International Sea Commercial Port to the Group's trust management {MNote 3).
JSC National Company Aktau International Sea Commiercial Port is recognized as a subsidiary
of the Group, although the Group does not legally own its shares, As discussed in Note 3, these
financial statements have been retrospectively restated to reflect the inclusion of 1SC Mational
Company Aktau Iniernational Sea Commercial Port effective Tanuary 1, 2002,
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Summarised financial information in respect of Repair Corporation Kamkor LLP is set out Related partics may enter into transactions that unrelated parties might not, and transactions
below. between related partics may not be effected on the same terms, conditions and amounts as
transactions between unrelated partics.

December 31, Decomber 31,
2013 2012 The nature of related party relationships for those related parties with which the Group entered
into significant transactions or had significant balances outstanding as at December 31, 2013
Curvent agsets 43,332,092 42,063,084 and 2012 that are not outlined elsewhere in these notes are detailed below.

rum::urr_:m_.—agls.q:[s 54,573,303 A5 R15.460 -
;ﬁﬁ;ﬁ':ﬁﬁum ITIEE;?:: ';:;:;:3:; Amounts due to and due from profit-oriented state-owned entities (entities under common %
Equity attributable to owners of the Company 13,881,334 10,839,454 control), recorded within trade accounts pavable, other current lhiabilities, trade accounts g
Nom-controlling imerests L, B 50 6005 7,716,764 receivable, other current and mon-current assets as well as the transactions with commercial %
organizations, fully controlled by the government {(entities under common contrel) as at -
2013 2002 December 31, 200 3 and 2012 were as follows: g
Revenue 145,382,958 94465 328 Dee from related party Dwe to related party '§
Expeises {140 B0, 208 (96,1 78,894) December 31, Becember 31, December 31, December 11, c:$
Profit for the year 5,887,048 1,648,724 2013 2012 013 2012 &

Profit atributable to owners of the Company 3,026,954 432974 Compamy name [restaieil) irestated)

Profit attributable to the non-controlling interests 2,860,094 1,213,750 15C Mational Company KazMunaitas 141,732 3,189 147802 TH6.427

her comprehensive income attributable to owners of the Company 10,548 61,344 15C Kazpost | 48183 107,401 = g4 & B0

Cither comprehensive income attnibutable to the non-contralling interests - - 150 K azmkbialernm 15,702 14,209 6318 668 66T
(her comprehensive income for the year 10,548 61,344 JSC Mational Muckear Company Kazntomprom 726 3304 62,572 74972 &
Todal comprehensive income attributable (o owners of the Company 3,037 802 4504 318 JSC KEGOH 1983 448 53 FRD 12,507 g
Total comprehensive income atiributable to the non-controlling interests 1,860,094 1,215,750 JSC Mational Company Kazakhstan Engincering 59,563 19,827 671,959 678231 §
Toal comprehensive income for the vear 5,897 896 1.T10068 JSC Sameuk-Encrgo 200671 I 3503 2250 20541 =
JSC Arr Astana 43 431 1.246 .13 Ug
Wet cash inflow from operating activitics 30,649,561 5 R4 LLI* Sarnriik-Kazyns Contrac 1424 1.37a 5,016 21,80 S
Met cash (outflow) from investing astivitics (22,383,500 (11,660,783) IS0 KOREM - . 1.7 M4 5
Met cash (outflow)  inflow from financing activitics (2600643 7 A85.528 LLF J% Betpak Dala . . 2,346 1679 g
LLF I% Katlco . . 1,569 2951 5

Net cash inflow 5,664,928 1,721,239 J5C Insematsonal Airport Atyrau . Jod 1243

JSC Alliance Bank = . 30

Dividends paid atiributable 1o the non-controlling interests (407, 162) (725 469 15C Developmecei Bank of Kazakhstan - - ol !

JSC BTA Hask 1 12 970 im

JsU Temmir Hank L] 3r e 129

IS0 Asaana Fmarde - b E -
36, RELATED PARTY TRANSACTIONS 15C Ekibastue GRES-2 52992 57,597 11,350 11,559 =
_ ) _ _ J5C Ekibastaz GRES-1 468,546 92,964 B
For the purposes of these consolidated financial statements, parties are considered to be related LLF Hogatyr Komir 22334 289,124 477,731 138 <}
if ong party has the ability 1o control the other party or exercise significant influence over the ISC Knxfine 37882 . 44,124 . %
other party in making financial or operational decisions. Also parties under common control Other b 1% 2,794 2953 8
with the Group are considered to be related. In considering cach possible related party 573,540 574,07 JO0TTR4Z 1500339 g
relationship, attention is directed o the substance of the relationship, and not merely the legal §
form. w

The Group's policy with respect (o the approval of transactions with related parties is that the
transaction should be approved by management by a majority of vodes but not less than three
quarters of the elected members, IF the Managemeni Board is not available 1o approve the
transaction, then a majority of the members of the Board of Directors who do not have a
financial interest in the transaction may voie o approve the transaction, 1T all members of the
Board of Directors are have a Onancial interest, then a majority of the independent directors
may vole to approve the transaction. If the independent directors are not available to approve
the transaction, then the Shareholder may approve it.
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FOR THE YEAR ENDED DECEMEBER 31, 2013 ([CONTINUED) FOR THE YEAR ENDED DECEMEBEER 31, 2013 [CONTINUED)
{in thousands of lenge unless otherwise staled) (i thousands of fenge unless otherwise staled)
Transactions for services with profit oriemed state-owned entitics (entities under common In addition to services related to operating activities, the Group has varnous balances and
control} related 1o the Group's operating activities were as follows for the years ended transactions with profit oriented state-owned entities related to its investments and financing
December 31: including the following:
Sales of services Purchases of services {a) as at December 31, 2013 and 2012 the Group’s borrowings of 2,726,627 thousand tenge
2003 oz 2013 22 and 3,010,146 thousand tenge, respectively, were guaranteed by the Government of the
Company name {restaled) {restaled) Republic of Kazakhstan (Note 19);
) ) ) . (b} as at December 31, 2013 and 2012 the Group has loans of 21,538,619 thousand tenge, and 0
::g::. :F’“ml Company KnzMunaiCas m'i'jm’. mlﬂ'“f fzm‘” 320,772 11,704,300 thousand tenge, respectively, from JSC Development Bank of Kazakhstan, an §
: AP TERATT TILEA2 213640 204,134 . 8
JSC KazakMickeom 136013 151826 676676 524277 entity under common control (Note 19); o =
JSC National Nuchar Company Kazatomprom | 314356 145,171 63430 12444 {c) as at December 31, 20013 and 2012 the Group’s finance leasc liabilities to %
JEC KBGO 20616 7734 4,141,068 3,576,300 JSC Development Bank of Kazakhstan, an entity under common control, amounted 1o ®
JSC Mational Company Kazakkstan Engineering J4E, 165 405,254 1,052,172 2424367 370,057 thousand tenge and 1,187,941 thousand tenge, respectively; 2%
IS0 Samruk-Energo | 16,208 154,848 276,044 329,502 (dy as at December 31, 2003 the Group has loans of 155,797,126 thousand tenge g
15C Air Astuna 105,039 93,697 123 &0 (December 31, 20012: 136,063,458 thousand tenge) from the Sharcholder. The loans =
::: :: E‘:]“k Dala 976 303 : : received in 2003 were recognized at amortized cost oand reflect a discount of 2
oo e 14074 15,351 185,274 907 thousand tenge, less a deferred tax effect of 37,054,982 thousand tenge, duc &
JSC Kazyrna Capital Massgement - z o - . . Sl N, el
JSC Intemaiional Airport Atyra 1,107 6781 ) ) o such loans being issued o the Company al less than fair walue (2002 discount of
15C KOREM ' i i i %R 33,601,679 thousand tenge, less a deferred tax effect of 6,720,336 thousand 1enge)
LLF Sarruk-Kazyna Contrac - - ELALE 01,315 (Mote 19
J5C Alliance Bank 2,135 1,639 72 2 () as at December 31, 2013 cenain loans of joint ventures were guaraniced by the Group a
JSC Drevelopment Bank of Kasmkhstan . 14,437 1,318 27,785 (Mote 34); <
JEC BTA Bank 4,830 1,637 114,889 64,495 () asat December 31, 2003 the Group has loans of 4,000,000 thousand tenge given o Tulpar- =
J5C Temir Bank 1616 1.244 1.202 1,723 Talgo LLP, a joint venture (Note 14); 8
15C Astana Finance - L0 - - {g} for the vears ended December 31, 2013 and 2012 the Group recognized finance cost on :
JSC Ekibastaz GRES-2 13,786 4832 1345003 11987603 above mentioned loans of 8,250,933 thousand tenge and 7,770,642 thousand tenge, S
JSC Ekibasoaz GRES-1 14,162 19,79 4425788 BIST.06 o . el
LLF Bogatyr Kuonir 179119 324845467 49,770 3077 respectively (Note 31); and, 3
15C KazFine 597012 ; 10,137 (h) as at December 31, 2013 and 2012 the Group deposited cash on current and deposit g
Oither 5764 16,174 3 133 aceounts with several banks under common control, including JSC BTA Bank, J1SC 8
Alliance Bank, JSC Temir Bank and JSC Development Bank of Kazakhstan, The Group
2375976 41271394 272700883 2ROAE0I13 recognized finange income from these bank current accounis and deposits in the amount of
1,299 thousand tenge and 47,121 thousand tenge during the yvears ended December 31,
The services provided to profit oriented state-owned entities include mainly cargo ransportation 2013 and 2012, respectively (Note 30). The deposits and current accounts with these banks
SErViCes. at December 21, 2003 and 20012 consist of the following:
December 31,  December 31, E"F‘
In addition, in the year ended December 31, 2003 the Group acquired inventones of 2,577 205 1013 1012 g
thousand tenge (2002: 13,100,542 thousand tenge), and non-current assets o the amount of 1SC BTA Bank {restated) g_.:
85,939 thousand tenge (2012: 9,368 thousand tenge) profit oriented state-owned entities. Cazh on currem accounts and on short-lerm deposits with maturity §>
period of up to three months (Note 16) 121,337 62,261 g
o
JSC Allance Bank %
Cash on curremt accounts and on shor=-term d-l,:ru,:s-.il.ﬁ with rnal]l.ril':'
peniad of up to three months (MNoge 16) 16,350 311,585
Depozits with maturity period of 3 o 12 months (Mote 12) 101,757 -
J5C Temir Bank
Cash on current accounts and on short-term deposits with maturity
pericd of up to three months (Mote 16) 34,065 21,013

JSC Development Bank of Karzakhstan
Cash on currem aceounts and on shom-term deposits with maturity

periodd of up o three months (Note 16) T I 7,401
Resiricted cash T15.142 223,531
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ASa7ems

Amounts due to and from associates and joint ventures, recorded within trade accounts payable, 37. FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT OBJECTIVES

other current hiabilities, trade accounts receivable, other current and non-current asscts, as at
December 31, 2003 and 2002 and transactions with asseciates and joint veniures for the vears
then ended are as follows:

December 31, December 31,

013 12 as trade accounis receivable and trade accounts pavable. The main risks arising from the

{restated) Group's financial instruments are inferest rate risk, foreipn currency risk and credie risk. The
e Ciroup further monitors the market risk and Liquidity risk arising from all financial instruments, g}
From associates amd joint ventures 4,834 33063,015 &g
T pssockbes and joant ventures 28T THL | TE Capital risk management E-
2013 2012 _ ) o _ _ o
(restated) The Group manages s capital 1o ensure that entities in the Group will be able to continue as a -
Transactions with associates and joint ventures going concern while maximumizing the return to the Sharcholder by optimizing the balance of 2
Bnles 18752456 T.M41072 debt and equity. The Group™s overall strategy remains unchanged from 2002, &
Purchases of services 3TN 30T, 70 'g
Contribution to charter capital (Note 7) - 9,384,934 The Group's capital structure includes net debt (which is comprised of borrowings, debt e
Purchases of assels B4.5975.025 054514 =+

The transactions entered into with associates and joint ventures primarily relate to purchases of
property, plant and equipment and other services and are entered into at terms consisient with
that of third parties.

Az at December 31, 2003 amounts due to and from assoeciates and Joant ventures include
advances paid 1o Tulpar-Talgo LLP for acquisition of passenger wagons of 21,824,138 thousand
tenge (2002: 17.951,544 thousand tenge), advances paid o Elecirovoe Kumstyru Zauvty LLP
for acquisition of locomotives of 14,840,659 thousand tenge (2012 14,903 951 thousand tenge)
and advances paid to Locomotive Kurastyru Zauvty LLP for acquisition of locomolives of
0308, 579 thousand tenge (2012 nil}.

Outstanding balances at year-end are unsecured and interest free; settlement of balances is made
in gash, There have been no guarantees provided or received for any related parly receivables or
pavables, other than guarantess disclosed in the Mote 34, In the year ended December 31, 20003
the Group recovered receivables due from related partics on which an allowance for doubtful
debis had been recognized of 13,647 thouwsand tenge (2012 recovered reccivables of 54,397
thousand tenge). The requirement to recognize an allowance agaimst related party receivables is
undertaken cach financial year by examining the financial position of the related party and the
market in which the related party operates,

Cewnpensation of key maragemern persamnel of the Graup

Key management personnel comprise members of the Group's Management Board and Board
of Directors and other key managers, tolaling 28 persons a5 at December 31, X003
(December 31, 20012: 24 persons), Compensation o key management personnel for the vears
ended December 31 was as follows:

003 1]
Salarics 258 K12 249 745
sogial tax ST 35904
Ircoms tax 55,045 52335
Pension deductions 25740 27,743
Bonuses 245 5386 231,506
Socnl deduchions 2.0 L

Todal 643,037 G2 1 366

AND POLICIES

The Group's principal Onancial instruments consist of bomowings, debt securities issued
[ Eurcobonds), finance bease Lhabilities, cash and cash equivalents, and short-term deposits as well

securities and finance lease labilities as disclosed in Notes 19, 20 and 21, respectively, after
deducing cash and bank balances) and equity of the Group {which s comprised of share capital,
additional paid-in capital and unissued share capital, foreign cumency iranslation reserve,
retained earnings and non-controlling interesis).

Sigmificainl aoconmiing policies

The significant accounting policies and adopted methods, including criteria of recognition,
evaluation basis and the basis on which income and expenses are recognized with respect to each
class of financial assets, financial liabilities and equity mstruments are disclosed in Mote 2 to the
consolidated financial statements,

Financial risk managenten nhjeﬂh'r,'.i

Management of risk is an essential element of the Group's operations. The Company monitors
and manages financial risks relating to the Group's operations through internal reports on risks
which analyze the exposure to risk by the degree and size of risks. These nisks include market
risk (including currency risk, fair value interest rate risk and price risk), liguidity risk and cash
Mow mterest rate rsk. A description of the Group's risk management polcies in relation o those
risks follows.

Interest rate risk

The interest rate risk (o the Group is the risk of changes in market interest rates reducing the
overall return on the Group's investments and/or increasing cash outflow on its borrowings and
debt secunibies issued. The Group limits its interest rate risk by monitoring changes in interest
rales in the currencies in which its financial instrumsents are held, and by maintaining a balance
between i1s loans with fixed and Moating inferest rates.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 201 3 (CONTIMUED)
{in thousands of tenge wi'ess oihenvise stalad)

JSC NATIONAL COMPANY KAZAKHSTAN TEMIR ZHOLY

NOTES TO THE CONSOLIDATED FINAMCIAL STATEMENTS
FOR THE YEAR EMDED DECEMEBER 31, 2013 (CONTINUELD)
{irr thousands of tenge wiless oihenvise stated)

ASa7ems

The Group's exposure 1o interest risk relates primarily to the Group's long-term and short-term
debt (borrowings and debt securities issued), on which weighted average effective interest rates
wiere as follows as at December 31, 2013 and 2012:

Foreign currency risk

The Group underiakes transactions denominated in foreign currencies; consequently exposures
to exchange rate fleciuations arise,
ecember 31,  December 31,
s 22

A significant portion of the Group's short-term and long-term foreign currency debt is
Y per anmum) (% per annum

denominated in US Dollars. A change in the tenge value against the US Dollar, or any other

) ) foreign currency in which debt 5 denominated will result in a foreign exchange gan or loss, w
?hnrt-mrm barrowings: .26 9.63 The Group mainiains a portion of its cash and cash equivalents and other financial assets in 1S z
U;nﬁznllus - 131 dollars in erder to partially offset any foreign currency gain or loss on the borrowings, E-
Long-term borrowings: - . . S . . %
Tenge 7.35 7.0 The Group limits foreign currency risk by monitoring changes in exchange rates in the 3
US Daollars 619 f.37 currencies in which its financial instruments are denominated. e
lapamese Yen ik 183 %
Eurg 7.52 45 Foreign currency sensitivity analysis E

[¢]
5
=1

Interest rafe sensitivity analysis The fallowing table reflects the Group's sensitivity 1o a 20% increase and decrease in the valug

of tenge with respect to relevant foreign currencies in 2003 (2012: 1086). 200 (2012: 10%%) is the

The following table shows the allocation of changes in the fnance income and fnance costs
between changes in the volume of the related financial instrument, and changes in the rate. The
volume fuciuation is caloulated based on the movement in the average balances and the interest

sensitivity rate used when reporting forcign currency risk intermally to key management
personnel and represents management's assessment of the reasonably possible change in foreign
exchange rates. The sensitivity analysis 15 based on the amounts outstanding at the end of the

rate fluctuation is calculated based on changes in interest rates on average, interest bearing
asscts and average interest bearing liabalities,

period, The sensitivity analysis includes (a) external loans and accounts payable and (b) accounts
receivable of the Group, when the loan or accounts payvable/receivable are denominated in the
currency differing from the currency of the creditor or debtor. The following table indicates
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20132012 Totg) ©hangein 2012/2010 Total ©Hange in changes in financial assets and liabilitics, in case of strengthening of tenge by 20% with respect
Change due to change interest Change due to change Intencst tor the relevant currency i 2003 (2012: 10%).
increase/|decrease) rate, %o increase/|decrease) rate, ¥
Velame  Rate Volume  Race The positive figure indicates the increase in profits for the reporting period and negative indicates
Finance the decrease in profits. In the event the tenge weakens by 2004 (2012 10P%) with respect to the
Inceme: relevant currency, there would be an equal and opposite effect on profits,
Short-term
deposits L5909 914 - 1899914 . 418665 - 418 662 . Effect of change in the exchange rate as at December 31, 2003
(her Nnancial Us Euro Swiss Hussian Creat Japane Tatal
assels (540,508) - (549,508) - [943,303) - (943,303) . Dollars Francs  Rubles  Britain  se Yen  effect
Paunds =
'1.1'“” cnsis: |'II1ﬂI'bElH| Rt g
Bank loans 622,771 (426,049) 196622 (D90%) 5740767 495544 6236311 0E1% Cash and cash equivalems  (2.588.,676) (2181,134) - (107.832) (724) - (29784860 4
Finance lease 64,305 - 64308 (99,122) - (99.122) - Resiricled cash (234075) - . - . (234,075) 2
Dhebit securities 7526254 - 7526254 4207 983 - 4297983 - Chiher financial asscts (6840415) - - - - = (6EA0415) gr
Trade acooumts receivable (71004 - (98 356) (21,084 - - [ 190,534) =
The following table reflects the Group's sensitivity o a 1% increase and decrease in the interest _— 3
rates (w 1% mcrease or decrease 15 uwsed when reporting imterest rate risk internally o key . bl _(10.243.31¢ %
s ; inaEndc el labilhtes:
he o . h I dine he end of th . eriod w ding for th Loans and acorued interest 21,768 164 3745239 - - - TRIIST 26,305,760
the FITIW'.II'IE_[ at “3'1 I.'I-'I.I[!1|EH. lI'I!-;_ at i EI.1 ol t E !'E'[H.'I-I'tlﬂg peTl “E..'i.-l'l-l.lﬁlﬂl.'l II'I.!;_ for the Dhebit securities -ﬁ?,'?ﬁf’.';'ﬂ - B - B _ ﬁ?.'ﬂﬂﬁ."l‘j?
whole yvear, The positive figure indicates the increase in profits for the reporting period in case of
lowering the interest rate. In the event mterst rates increase, there would be an equal and opposite 0% 364,856
effect on profits,
Mt et S 121,546

003 L] ]

Baorrowangs 455 621 w1, 715
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS MOTES TO THE CONSOLIDATED FINAMCIAL STATEMENTS g:g
FOR THE YEAR ENDED DECEMEER 31, 2013 (CONTINUED) FOR THE YEAR ENDED DECEMBER 31, 2013 ([COMNTINUED)
{in thousands of tenge wi'ess oiienvise stalad) {in thouwsands of tenge wness oihenvise staled)
Effcct of change in the exchange rate as at December 31, 2002 {restaied) Thee maximum exposure o credit risk with regand (o trade accounts receivable domestically, and
Us Furo Swiss Russian  Japanese Total for foreign receivables were as following as at the reporting date:
Ihxllars Franes Hubles Yen et

Financial assels: December 31, December 31,

Cash and cash equivalents — (917.537) (64,152)  (B8TE) (1405 - (1.001,972) 203 iz

Resiricied cash (117813) - - - - (117.815) (restated)

Oriher finamcial assets (1,312,347 - - - - (1,312,347 S

. . Within the counry T 154,473 S350 4091
e e ! . A . 2 :
Trade pecouns recevable (38, 184) (108, 786 (4,533 (241,463) Outside the country 952,676 21414.622
(2.673,595)
Financinl linbilities: Procedures are in place to ensure that sales are only made to customers with an appropriate
Loans and acerued interest 6,791 940 24616 - - 542710 TA59 20b

minimized by the fact that the Group operates on a prepayment basis with the majority of ils

Debt securities 33,927,631 - Z Z Z 33,927,651 customers. Prepayments are secured by bank puarantees.

S21.92 . . .
BN e Group does no guarantes the oblizations of other parties.
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Met effect 39,248,333
e e — As at December 31, 2003 and 2012 the allocation of trade accounts receivable by the aging was

The carryving value of financial assets and financial liabilities, denominated in forgign currencies as following:

. . - In .
as at December 31, 2003 and 2002 15 az follows: December 31, December 31,

1] 2 Q
December 31, December 31, 3 (restated) S
2013 2012 = g
{restmted) Mo overdue B,006,773 1,780,918 5
Financial msssls: 36 months overdue 3,386 el ) (;:
Cash and cash equivalents 14,592,434 1049717 G- 12 months overdue &, o0 B35 g
Restrigted cash 1170375 178,134 E
Orher financial assets 34202074 13,123,468 8.107.149 2784113 5
Trade acoounts receivable ";5'_".E|TI5 1_-1 |-1.ﬁ22 é
51,217,559 26,735,941 As al December 31, 2013 and 2002 the allocation of impaired irade accounts receivable by the
aging was as following:
Finamcial liabilities: December 31 December 3,
Trade acooumis payable S Ah% 6XT G, 5500, 1R 2013 rd| ] 4
Loans and accrusd interest 131,528,797 T3, 592 661 (restated) -
Debit securities 339,929,797 339,276,508 1.6 months overdug ] —— i
- )
- - 6= 12 months overdue 240,073 1,258,976 =
A76.824.381 __419.219:278 Over 12 months overdue 4,418,581 3,898,998 B
wn
=i
Credid risk 4,658 654 5445 246 %
8
. . R : @
Credit gk ansing from the inability of a party to meet the terms of the Group's lnancial Marker risk =4
instrument contracts is generally limited to the amounts, if any, by which the counterparty’s -
obligations exceed the obligations of the Group to thal party. It is the Group™s policy to enter Market risk is the risk that the value of a financial instrument will fluctuate as a result of
into financial instruments with a diversity of creditworthy partics. The maximum exposure to changes in market prices. The Group manages market risk through the periedic estimation of
credit risk is represented by the carrying value of cach financial asset. potential losses that could arise from adverse changes in market conditions.
Concentrations of credit risk may arise from exposures to a single debtor or to groups of debtors Liguidity risk
having similar characteristics such that their ability 1o meet their obligations is expected to be '
aflected similarly by changes in economic or other conditions. The Group manages shori=term, mid-term and long-term financing liquidity risk in accordance

with requirements of the Shareholder. The Group manages the hoguidity risk by maimtaiming
adequate reserves, hank loans and accessible credit lines by constant maonitoring of the projected
and actual cash Mows and comparizon of maturites of financial asseis and Liabilities,
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(i thauzands of fenge unless ot slated)

The following tables reflect contractual terms of the Growp®s financial liakilities. The table was

" s a " Imserest mube Lesitan |- mearbs  dmonthis= (% vears Gneaner tham Tatal
prepared based on the undiscounted cash flows on financial Labilities on the basis of the earliest I mssnihy 1 year Eyrmey
date s which the Company can be required 10 pay, The table includes cash flows both on imterest :,':: """'""": !
and principal. “Tracke sccoustn payable . WOGLANEE LS00 1K 39.960,1% . . 440,43
Accrucd salary : 181610 . : ; S T TE TS
Intereat rate Lemihan 1) monin  dmesths—  1-5years Grester than Tatal (bt coevemm Dbz ; 1124807 . AT ' . MM
1| menih 1 year & year I bparpg:
ELLE AT A ank NV Neprchy LAIWIN = 00T = ik e [NETE ] SR 100 B L, TR
e e ity Jagan Dk oo Imematioaal Copers
Trabe sccetssts pavable 40550088 15300501 21444040 . . TAMAN v . o 1.0 . . AN IMMSIS  Lisiame BT 12 "
Aspcrued nallary 1441705 s - - HE T RN Irmtstugn il Creddise CWficial (BC00) .50 - - WS 1513377 1.2150m LIZEME o
b curmenl. liahilitiey SnsTan . 10 TR - TAne 1w T (e bopmend Mank ol Kark htan g,_
I — :L:r-m (§]  BEFy ||, % [} Mol L] =
ABM Ame Bark M.V, 3.menth LIBOR + 007% 201 505 51334 . . 203,720 Sl M- T et @ 5
Japaes Bask fox Isserntional Ceaperation {Law 3 § e, . MG DA ATLSM . I e b S
IR ) : . RS RAW40l LITSA 2400, 70 I Dovelopnesd Rend of Kaodvass 115 = omonh LIBOR + ' . .1 o
Irasingo de Credite Odiclal (5007 1.84n4 : : WEAT 1M BT LH1 414 fLoan 5) - L 170574 Mo®  LxEMT LART L7108 3
FSE Development Bank of Karskhas IS0 Devebopment Bank of Kk s p
o — ) A% IS 19T i 38297 Lo 4 R0 . o 133978 ATEY 60 45T JOETIOT 3
5 Dievelopment Bank of Kaxskhse 1,15 # fomonih LIBOR + FRRL{Lian 1) Fr-nacamik LIROR & 1.25% (WAL R 1136440 DRETHLS TR 336 KN, T2 %
{Loan %) 1.260% I64AEE . IGEA%) 1270083 1504 43K 22 t-manth LIRGK for LSD 5
S Development Bank of Kirakhosn , E S— Sy . - , . &
o p— ) L s o 35N - EBRI {Losn 3 EL 1 o LESNT AT LaESN BARY 253 g
FAC Dievelopmend Fank. ol Kasakhdam Eeprcwrih LIRRGH, = 2 %55
iLoan %) 164004 © LAMATE  ARASST 10,434,083 - iBAGS T ‘"I'I:'f‘ '-‘“*'1":;*';“
EBRD {Loan 2 femoath LIBOR = 3.24% . . LISEANT ARdILTHE 1580 007 7.450,24| e Ly K
ERRD EI oan ;; 3-momth LIBOR + 2.95% . 31,3810 E.HH::M 21,204,771 " :a.-m:l_:: ERRD (Loan 1) Senge i : SR CATELATD ZIESRAR.  RUIDER. C RLLLLGT
Eseasinn Figvehopmrst Bk T 67 . [IRGST  EATIIZE R E 4265, 150 TS WKW Sasrad-Baryna Lo 11 .00 150.1We) * J0A00 A0S0 180000 B MO0
JAC WWF Samrek-Rarvna Loan 1) 100r% WL 100 . WOO00  LA0000  SILBM0M0 3600000 FSC KT Baserek-Kouryna (Lava 1) i i 0000 S 1AH0AS0 AN
JSE NOF Samrak Kazyna fLoan 3) 0 . . “sneon BN LETisal LR RO NWY Samrek Karyna {Loan 3) 01 . . 12300 IATES6] DA bnReTS a
F5C WWF Samesk-Kaeyna {Loun 3) 7% . 12500 ISTTEM ILTELSSE  LGATLETS S IR Dyt iy (L ) g iy ARTANG BRI RIeCA .. v e
JSC NWF Samrsk-Karyns {Loun 4) 7.20% s 0000 RIDBOD  |T.970,00 - laosE00 SRC NN Baeok Kty (Lo ) ity - LR )MA 764NN can TR g
JEE W Samrsk-Banna {Lean §f ¥ B . i i BRG0S0 RS0 . M0, (5 s h“l'm"ﬂ}““ﬂm #) = [P 4EE %) * BT SN0 4 5000 400 Ui, K250 LR LY e
- NWF Samrek-Karyna {Loan 6) 3 ST 5 . BT 4560400 HE017.400 G4 97 4001 R R Sk K Loan T T . . 1324 [ Ve v | b Bl raniann I
N HOWE o i me (Loem 7 e ' ) I MmO ToWE0 2 A ISC ATT Bank (Lows [} #3150 148397 Wi MesT ’ ; 98397 3
FSC NWF Sasarek-Karyna {Loan §) 010 173 - 9,073 ATRIBE  I2RINSIE0 124,1ET.690 S ATF Bank (Lana 1) i - iy NAME LIS E 13 TR b
JSC NWF Samrsk-Karyna {Loun 9 i TN . IBISNM 2SMESST 14N T ATF Sk e 1) oo ' i e e IE
Ty IO B E e . . [Sikr. ] ¥, Pl PN L] T T L4 8 C,.E
e m::":::ﬂ m P, ha , !:’;: m}_f.l;ﬁ f'i'ﬂ;: i ’ﬁ,ﬁ P Habh Bk of K sk st {1oust 1) 1000 % 24187 paK2 s AW : 129 834 5
P I"]m' -3 ity : oo MONT  NAAD e i FSC Fahyk Bank of Kasuh e (Less. T) 2001200, 442,143 R T T T Al 1353 B
JSE ATF Bank (Lo 1) T - HEIT 30 . 1.831,203 S5 CHRaok atskatan 3% = AenTe 2 ; s A 8
Mobes pryable 145 ) B &5 46T 119354 . 20070 JEE S SN Pasd Kool b eamarunihy, LB & 19 : = LR L A St s LR Ul (R T ®
JAC Halyk Bank of Karskbhs (Loan ) 00| 200% 205 5% WIST:  3T4IETE 4143980 . 797,223 FSC Sherbark fLusn 21 e il NME IEAM AR ' AL
JSE Habyk Hank of Karakhites (Loan 3) ey A W DM AshE . e JAL Sherbaek (Loan 1) #70% TINID  LITRHW  BIZASE 18007 ' 1361,757
Pl e s A2 . : ' IS Alfs bark DR, SITALY  LEGINE LI6TA AN : 43010 000
WS pe Semmaarih, LIROR + 1% : - LERASEE  ARIZIAE  SRIESMY  |R3EONS oty Lo adiad 1k Li0N N : S oot
HEDC Pask Framas s , BT LML ITSSET AMaS dadwsss ihehe secuntas £.18-7.00% 1471038 I8 TREAST IISATLEND  SRNITZIND TAAASLANS
Exgon-npee Hark e S LEeHE SN SIETEN MM SASME Finunee lesse TN LISLMIE  SEAS9Y DeN 29 #3830
IS Sherbark {Loan ) 0 16,95 HBI6 80,072 WosM  R9lsa1 . 1,903,175 R X R
M Sowbark (Lown 31 . Py 8361 1ITE 18100 i 7 300, 798 BAIGKA00  IAITIA01  OR 142080 1198TaSeE  TALO0AO03  1.31327H341 -
JSC Al bank w00 BERAT M0 20 BE754 . 1.364,49 g
e hoans e 4133 7867 B15067 . . 527,067 ]
b suunten 6.38.7 0% . « 1BATIZED 13REB49486  STLOSRAME  TIZAZG,ISC =
Finence lesse 85001 R 394 : . LOSTAEY 4131180 0 . LRE 154 =
=
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013 (CONTINUED)
{in thousands of fenge unless otherwise staled)

The following table reflects expected maturitics of Group’s financial assets. The table was
prepared based on undiscounted contractual terms of financial assets, including interest received
on these assets, excepd when the Company expects the cash flow i a different period.

Interesd rate  Less than -3 meomths 3 manths = Greater tham  Indelimite Tatal

1 manth I vear 1 vear settlement
ferm

L1
[isd W L g
Shan-lerm deposits s 6580 147 X 5T4.623 . . - 3IG3TTO
Indenest on shon=term deposits G 19 G5 510 16,137 . . 110647
Crher financial assets 4 554 - 36T X2RI0A3T 0 S0034 - 3RAR TG
Inserest an ather financial assets 4.55% - 108G A4 500 151060 - 1E2la46
Cash and cash equivalenis 0.2-T% 41035147 - - - = 41035147
N - 1S T
Cash and cash equivalems . 5493817 = . . 5493817
Hestricted cash . - . 1,170,375 : . 1LIT03TS
Trade sccourds recervable . 7632 300 105, 515 THE B54 - 4 6SEGARL 12 Th5 B03
Loans given - a SR . . ERCLLEI N

O 0] G39ES0 10421152 2071084 A 65R 654 143497801

I 2 (restuted)

mired g

Shaori-berm deposits 02085 1AL OIR . . . . 1L O1R
Infizrest on shor=term deposits 204G 4% = = x = a5
Cither financial nssets 4 81% 20000 X A0 TG 43970060 1,874.2)3 = R0L1489110
Inderest om ather finenciol sssets 4 5% 33222 B, T |, 3060, TER QARG = 1,454 e
Cash snd cash equivalenis 3-8 5% 22 IRE742 - - - 12285742
Nomwi-imtergal bparing

Cash and cash equivalents - 16 320,664 = . - 16320664
Roitricled cash . . = LI7E 1M . = 1ITE 134
Trade accounts reccivable - A, 91,920 177,282 2614811 - 545240 13229359

P TS ES01.T20 AU HO2 LW N 544500 [35.7] 088

Forr vadvres of fimamcial msivamenits

Fair value 15 defined as the amount at which an instrument could be exchanged in a current
transaction between knowledgeable willing parties according 1o arm’s length conditions, other
than in a forced or liguidation sale. As no readily available market exists for a large part of the
Group's financial instruments, judgment is needed to arrive at a fair value, based on current
economic conditions and the specific risks atiributable to the instrument,

The following methods and assumphions are used by the Group to estimate the far value of
these financial instruments:

Cash and cash equivalenis

The carrving value of cash and cash equivalents approximates their fair value due to the short-
term maturity of these financial instruments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013 (CONTINUED)
(in thousands of tenge unless otherwise staled)

Finanelal assels amd falifiefes

For asscts and liabilitics maturing within twelve months, the carrying value approximates fair
value due 1o the relatively shom-term maturily of these financial instruments.

For financial assets and liabilities maturing in over twelve months, the fair value represents the
present value of estimated future cash fMlows discounted ot year-end markel rates, Average year-
end market borrowing rates were as follows as at December 31, 2003 and 200 2;

December 31, December 31,
ol: iz
(% per annum) (% per anmum)

Tenge

with maturity from | 1o 5 years 85 10,0
with maturity over 5 years 11.3 o (W)
Forcign currencics

with maturity from | to 5 years 93 10.01
with maturity over 5 vears 74 510
Bearrowings

The estimated fair value for loans from banks was made by discounting the scheduled future
cash Nows of individual Toans through the estimated maturity using prevailing markel rates as at
the respective year-end for debt with a similar maturity and credit-rating profile, The Group’s
bank loans are mostly provided by international development institutions and foreign banks. As
a result, the interest rates atnbutable 1o these loans although lower than those obtainable from
private commercial institutions in the Hepublic of Kazakhstan are considered to be the market
interest rates for this category of lenders. The fair value of debt securities issved (Evrobonds)
has been determined based on market prices at the reporting date.

Fair value of financial assels and financial liabilities that ave not measured at fair value on a
recurring basis

Ag ot December 31, 2003 and 2012 the far value of financial assets and fnancial habilities,
except for borrowings, was not significantly different from its cost, Cost and fair value of long-
term loans and debt securities issued (Eurobonds) as ai December 31 15 presented as follows:

Diecember 31, 2013 December X1, X012 (restated)
Carrying Fuair value Carrying Fair value

ATAGITE Aaunt
Finameial labilities
Borrowings TI0,2I8, 182 331,809,318 240704 040 251,306,266
Dieha securitics { Eurobormds) BROHLTT 361915812 IAMITRA0E 41 18X 360

ASa7ems
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS MOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS g:g
FOR THE YEAR ENDED DECEMBER 31, 2013 ([CONTINUED) FOR THE YEAR ENDED DECEMBER 31, 2013 ([COMTINUED)
{in thousands of tenge wess ofenvise stalad) {in thouwsands of tenge wmess oienvise staled)
Fair value hicrarchy as at December 31, 2003 38, EVENTS AFTER THE REPORTING DATE
Level 1 Level 2 Lavel 3 Tatal
. . Grovernment Pragrams
Financial asvris
Loans and receivahles: - - - - . — . : . T . . et
- homn given to relased parties i 3,639,298 i 3,639,298 Cn Ir.:h.rua.r_l.- i, I_I]'M._ thi T_'-ilallunul Bank of the Republic of Karakhstan IliHJk the decision 1o
Oher financial assets ) 38712644 } 18.712.644 reduce ils intervention in setfing the KZT exchange rate. As a result, the official exchange rate of
— - KZT to US dollar fell to KZT 1845 a5 at February 13, 2014, ie by 199 To prevent the
Torial - 42,351,942 - 42,351 942 destabilization of the financial market and economy as a whole, the National Bank plans to set an @
exchange corridor for the KZT against the US dollar at KZT 152-188 per US dollar. The o
- . - - . . o
Financial Babilities management of the Group believes that ot has taken all necessary measures o maintan the g
Financial liabilities held at amortised cost: economic stability of the Group under these conditions. %
= dieht securities imsued 1915812 . E L IRT ] e g_
= bank loans . 147,868,428 0, 6ER4 12 1 54,556,840 Contributions to the share capital e
- leans from related parties - 177,342 4498 - 177,342 408 %
Financial lease payahles - 3,864,059 - 3,864,059 On January 15, 2014 the Group registered the shares of 30,000,000 thousand tenge relating 1o E
contributions received from the Shareholder in December 2013 (Note18). Consequently, in the g
Tival iGl915812 329074 985 GOB5A12 697679 200 S

consohidated statement of changes in equity, the contribution was transferred from addinonal
paid in capital to share capital,

The farr values of the financial assais and financial habiliies meluded in the level 2 and level 3

categories ‘1‘?‘-"“*“: have been d":"-m‘i“':‘!i in accordance ""j'"lth_ F‘m‘:ﬁ_‘“}' aceepled pric.in_r._-, models Social facilities of Mangistau oblast for the benefit of the ultimate Sharcholder
based on g dmmunm_d f:_:nsh Mow :m:ll:rs-m_. wilh the most significant inputs being the discount rate a
that reflects the eredit risk of counterparties. In February 2014 the Group donated part of the social facilities 1o the Municipality of Zhanaozen g
. . . . . city, built pursuant o a decree of the ulimate Shareholder in the amount of 252094 thousand E
For trade accounts receivable and payable, the fair value approximates its carrving value. tenge (Notes 13, 18 and 26). B
%
Linans é
=
Within the loan agreement dated Movember 26, 2012 concluded with Expon-lmpon Bank of §
(¢]

United States of Amenca, on February 24, 2014 the Group’s 5.uh5id'm.r'_'.r' 15C Locomotive enfered
into locomotives pledge agreement with an agent The Roval Bank of Scotland Ple. The ioial
quantity of the pledged locomotives equals to 22 units with a carryving value of 12472236
thousand tenge as at December 31, 201 3.
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