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Main events of 2019

{'

JANUARY

IrFEBF{U.ﬁ"\R"r'r

On January 23, projected traffic volumes for
2019 have been approved during the meeting
of the delegations of NC KTZ I5C and Urumchi
Railway LLC in Urumchi (People’s Republic of
China).

On January 28, Chairman of the Management
Board of NC KTZ JSC Sauat Mynbayey met
with the heads of railways - participants of
the United Transport and Logistics Company

= Eurasian Railway Alliznce (OTLC ERA) - in

On February 15, Chairman of the Management
Board of NC KTZ JSC Sauat Mynbayev
conducted negotiations with Ambassador
Extraordinary and Plenipotentiary of
Afghanistan to Kazakhstan Mohammad

Farhad Azimi.

On February 24, Deputy Chairman of the
Management Board of MC KTZ ISC Pavel
Sokolov met with President of Lianyungang
Port Zhu Xianyang and Head of the Transport

.

Muoscow (Russian Federation). Department of Jiangsu Province Ding Junhua.
Since February 1, Kaztemirtrans 1SC performs
the services of the car operator.

\. \
7 -

MARCH APRIL

On March 13, NC KTZ J5C and Mazarbayev
University (Nur-Sultan, Republic of Kazakhstan)
signed a Memorandum of Cooperation.

On March 29, the Ministry of Industry and
Infrastructure Development of the Republic
of Kazakhstan, NC KTZ J5C, and the Agency
of the Republic of Kazakhstan for Civil Service
Affairs and Anti-Corruption signed a Roadmap
to eliminate domestic corruption in the field
of railway transport.

On April 4, representatives of the railway
administrations of Kazakhstan, China, Iran,
Turkmenistan, and Uzbekistan met in Almaty
{Republic of Kazakhstan) to discuss further
development of cargo transportation along the
common international transport corridor.

On April 16, the first Kazakh feeder ship
sTurkestans with containers was forwarded from
the Port of Aktau (Republic of Kazakhstan) to
the Port of Baku (Republic of Azerbaijan).

| NC Kazakhstan Temir Zholy JSC

4 N I
MAY JUNE
On May 14-15, the delegation of NC KTZ Omn June 4, NC KTZ J5C, Russian Railways J5C,
J5C headed by First ?x!" Chairman of the and Belarusian Railways signed a Joint-stock
Management Board Company Kanat Agreement (corporate agreement) in respect
Almagambetoy took part in the 70th Meeting of the Un'rhe‘:lenspm'l and I.ng'lsi:l':r. Company
of the Council for Railway Transport of the . ) _ .
Commonwealth Member States in Heleinl = Eurasian Railway Alliance (UTLC ERA) in
{Finland). Moscow (Russian Federation).
On May 15, Chairman of the Management
Board of MC KTZ J5C Sauat Mynbayev and
Chairman of the Management Board of China
Cosco Shipping Corporation Limited Xiu Lirong
met within the framework of the X1l Astana
Economic Forum in Nur-5ultan (Republic of
Kazakhstan).
On May 23, the delegation of NC KTZ J5C took
part in the 27th Meeting of the Asia-Pacific
Regional Assembly of the International Union of
Railways [APRA UIC) in Manila (Philippines).
\ N\ .
4 ' N
JULY AUGUST
On July 1, the Mobius electronic ticket sale On August 3, Kazakhstan's ore was sent to
information program excluding speculative China for the first time via the Altynkol =
manipulations was introduced. Khorgos railway crossing.
O July 30, NC KTZ J5C and Alstom signed On August 20, fifteen-year bonds of the first
a Memarandum of Cooperation in the issue (KZ2000005844) in the amount of 40
development of digital technologies for railway billion tenge were placed within the second
signaling, centralization, and blocking. bond program.
\,, AN\ v
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SEPTEMBER

-
OCTOBER

On September 6, the new Development
Strategy of NC KTZ J5C until 2029 was
approved.

On September 19, the Second Meeting of
Heads of Railway Administration Heads of the
Member States of the Shanghai Cooperation
Organization took place in Mur-5ulan.

On September 19-20, Nur-Sultan hasted the
KXW plenary session of the Coordinating
Council for Trans-Siberian Transport (CCTT)
International Association.

On September 28, a mass marathon onganized by
MC KTZ J5C was held, «First Marathon: for the
GOOD of change! Take Part in the First Onels

On September 30, Development of Corporate
Culture document, which defines the
company's values and principles, as well as a
Communication Plan for the implementation of
caorporate culture, was adopted.

o

On October 21, a new container service was
launched between X1'an {China) and Prague
[Czech Republic) on the route of the Trans-
Caspian International Transport Route (TITR)
through Kazakhstan.

On October 28-30, NC KTZ 15C,

Russian Raihways ISC, Belarusian Railways,
South Caucasus Railway CISC, and NC Kyrgyz
Temir Zholu SE signed a Memorandum of
Cooperation in the field of technical policy in
railway transpart in Sochi (Russian Federation),.

On October 29, the delegation of NC KTZ J5C
took part in the 28th Meeting of the Asia-Pacific
Regional Assembly of the International Union of
Railways [APRA UIC) in Takyo (lapan).

.

{

~
NOVEMBER

f"
DECEMBER

\,

On Movember &, a delegation of NC KTZ

JSC headed by Chairman of the Company's
Management Board Sauat Mynbayev
participated in the reception ceremony of the
Xian - Ankara - Prague train in Ankara (Republic
of Turkey).

On Movember 11, NC KTZ J5C,
Transmashholding CISC (Russian Federation),
and LocoEech-Signal LLC (Russian Federation)
signed a Roadmap on Joint Projects aimed at
innovative and technological development and
traffic safety.

On Movember 13, in Istanbul (Republic of
Turkey), KTZ Express JSC and Pasifik Eurasia
Lojistik Des Ticaret A. § signed a Memoranduwm
of Cooperation aimed at developing
transportation along the sSouthern Corridors
through the territory of Kazakhstan.

On December &, in Berdin (Federal Republic of
Germany], NC KTZ J5C and Deutsche Bahn AG
signed a Memorandum of Cooperation in the field
of railway transportation.

On December 25, the second feeder vessel eBeket
Afas with a capacity of 224 TEU was launched
from the port of Aktau {Republic of Kazakhstan)
on the route Aktau-Baku (Republic of Azerbaijan)
=Akfau

On December 27, the Head of State signed

the Law of the Republic of Kazakhstan «0n
Amendments and Additions to Some Legislative
Acts of the Republic of Kazakhstan on Railway
Transports developed by MC KTZ 15C and the Law
of the Repuhlic of Hazakhstan «On Amendments
and Additions to Some Legislative Acts of the
Republic of Kazakhstan on Improvement of
Rehabditation and Bankruptcy Procedures, Budget
and Tax Legislation and Legislation on Railway
Transports, which has been adopted taking into
acoount proposals of NC KTZ 15C.

| NE Kazakhstan Temir Zholy JSC
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Chairman of the Board

of Directors of NC
KTZJsC

| NC Kazakhstan Temir Zholy JSC

Chairman of
the Board
of Directors
address

- Gmms

Dear shareholder,
partners, investors,

and readers of the annual
report!

2019 has been a year of transition for the
National Campany Kazakhstan Temir Zholy
Joint-5tack Company (WC KTZ J5C).

Measured against 2018, NC KTZ JSC's freight
traffic has grown by 1,8%, mostly driven by

a further increase in import and transit. In
passenger traffic, NC KTZ JSC did nat reach

the planned valumes of traffic, mainly due

the lack of wagons in peak periods caused by
delayed deliveries of new and repairs of existing
equipment. With only moderate growth of traffic
volumes, NC KTZ JSC managed to increase its
revenues by 9% and its gross profit by 18%.

In 2019 the various efforts made have led to first
improvements of asset and labor productivity as
well as energy efficiency. Work on operational
efficiency will continue in 2020 and further as a
basis for sustainable profits from our operating
activities.

Despite the improved operational performance,
NC KTZ J5C completed 2019 with a loss of 70
billion Tenge. This loss is mainly associated with
losses on foreign currency debt, the restructuring
of our debt portfolio through the partial buy-back
of Eurobonds, and provisions for early retirement of
employees and some non-core activities.

In September 2019, NC KTZ JSC has approved
its new Development Strategy until 2029,
Strategic priorities in the medium term are the
strengthening of NC KTZ J5C's eore business in
rail transportation and infrastructure, supporting
logistics activities, the improvement of tariff
regulation for freight and passenger transportation
and the divestment from non-core activities.
Further sustained growth in rail traffic, nomely in
transit, and increased operational efficiency will
ensure financial stability.

To improve the quality and performance of our
passenger service, NC KTZ JSC has started

to cooperate with Deutsche Bahn AG in the
management of its passenger company. In 2020
we expect to see first results of this cooperation
with better cleaning, improved facilities and the
preparation for a new generation of passenger
Wwagons.

While NC KTZ J5C has started to discontinue
certain non-rail related activities, in November
2019 NC KTZ J5C was able to negotiate the gaining
of full control of its subsidiary Kedentransservice

by acquiring the 50% of shares held by PISC
Transcontainer. The closing of transaction was
completed in May 2020,

Safety of the railway and of our employees remain
our top priority. Compared with other CIS railways,
NC KTZ J5C already has one of the best safety

levels, and NC KTZ J5C is now striving to catch up

to worldwide best practice. In 2019 NC KTZ J5C
has introduced a new approach on labor safety and
has launched a company-wide campaign to further
raise standards and awareness for safety. Our goal
is zero injuries.

NC KTZ J5C continues to be the largest employer
in Kazokhstan and pays high attention to the social
situation of its employees which we continuously
maonitor through a social stability index. Parallel to
implementing measures for operational efficiency,
NC KTZ J5C has started to develop instruments for
relocation and retraining of personnel as well as an
early retirement program.

Good corporate governance and sustainable
development are key components of NC KTZ

J5C’s Strategy. Their implementation continues
throughout the company, and alsa in 2019 NC KTZ
JSC has introduced numerous improvements in this

sphere.

NC KTZ J5C for the first time publishes a report
in the format of an integrated report. Further
implementing the principles of sustainable
development, the Company is aiming to provide
stakeholders with a broader overview of
perfarmance including financial and non-financial
information. You can find the detailed financial
results for 2019 and our activities for sustainable
development in this Integrated Annual Report
which | recommend for your reading.

I would like to thank eur customers and
employees, the sole shareholder and our other
stakeholders for their cooperation and suppert in
2019, and | am looking forward to continue our
way together in 2020,

Sincerely yours,
Chairman of the Board of Directors

of NC KTZ J5C
C. Kuhn

Annual Report. 2019 |
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Chairman of the Board
of NC KTZ JSC

| NC Kazakhstan Temir Zholy JSC

Address by the
Chairman of the

Management
Board

GRI 102-14

Dear readers of the Annual
report, colleagues, and partners!

The past 2017 is the first full year of work of the
Company's Management Board with o completely new
membership. As the Chairman of the Management
Board, | would like to thank the employees of

the Company for their professional work and a
contribution to the development of the Company.

I want ta highlight that by the results of the year we
achieved a positive dynamics in the indicators of the
production program compared to 2018:

freight traffic increased by 1,84% mainly due to
transit, the growth of which amouwnted to 3,7%.
At the same time revenues from tronsit increased
by 22%, expanding the share of transit income in
total revenues from 25.6% to 28%;

container transit exceeded the fact of the 2018 by
24 %. The growth in the context of routes
amounted to:

= China - Europe - China - by 12 %;

- China - Central Asia - China - by 56%;

-TmfnsprmhtﬂmhundTmrtm

In 2019 compared with the previous year, the
Compary has improved the financial results by

14 billion tenge, although it still remains negative.

It is important to highlight that generated loss is

not associated with performance indicators of
ﬂumﬂdmﬂmmﬁmmﬁtfwiﬂl?
amounted to 170 billion tenge, exceeding the fact

of 2018 by 33%. The negative financial result of the
Company is connected with financial and accounting
operations - this is due to the difference in the value of
bonds refinancing from foreign currency debt to tenge,
as well as the creation of reserves for loss-making
assets, recorded in 2019

In 201%, we began work on the financial rehabilitation of
the Company - the share of debt in hard currency decreased
for 20% from 57% to 36, 7%. The measures taken will
reduce the impact of currency fluctuations on the financial
results of the Company in the long term prospective.

Last year, the Comparny launched a consistent reform

of the tariff regulation system. The key objective of
transformations in the regulatory environment and tariff
methodology will be the alignment of the conditions for the
pprovision of services by carriers, including private carriers,
to create equal, fair and non-discriminatory conditions for
doing business. You can find more details on the issue in the
chapter sRegulatory environments,

Amwﬁdﬂzm&mwsamnhhm

operational management
to the results of 2019 Kazternirtrans J5C managed to
increase the profitability of the roffing stock from independent

niet additional effect of the transfer of freight cars from lease to
own opengtion amounted to about 10.4 billion tenge.

Also in 2019, large attention was paid to the development
of passenger transportation. in 2019, the fleet of
passenger cars was renewed by 91 units.

Since July 1, 2019, we have changed the ticketing
information system. The modemized system creates
qumﬂnmkddethmrmbraﬂ
passengers and efiminates the possibility of
manipulations with the sale of tickets.

To improve the quality of services provided to passengers a

new international standard was introduced since November
2019 to provide high-quality bedding and soft removable
equipment in trains.

Along with these activities, in 2019, the Company took
Europe from 1011 to 1108 km / day was increased:

12 non-core assets which created a loss by the results of
previcus years were removed;

the terms of the long-term mairtenance contract for
existing Talgo wagons were revised and as a result the
planned costs were reduced by a total amount of more
than 96 biflion tenige, including - in the amount of more
than 4 billion tenge for 2020;

according to the results of 2019, with a freight traffic
exceeding the fact of 2018, diesel fuel was purchased
less by the amount equivalent to the average monthly
consumption in 2018;

the cost of equipping locomatives with fuel was
optimized by 30%.

In 20119, quite serious work was implemented within the
framework of the elimination of cormuption incidents in
the Compary:

First of all, a new transparent employment scheme has
been developed.

Secondly, we switched to paperless controd technology for
freight cars.

Thirdly, in order to reduce corruption risks in the
procurement sphere, we created a special procurement
rooms in all branches and subsidiaries, equipped with
md‘omdw:h:l.rmﬁrgs. ﬂmofﬁcﬁmrequrzdh

| want to emphasize that the Company will continwe

to work to combat corruption - @ number of relevant

in cooperation with representatives of the Anti-Corruption
Service.

The train traffic safety and labor protection remain the
mnpm.rﬂyandﬂie important component of the
Compary's business. According to the results of 20179,
the number of traffic safety violations was reduced by 3%
to the level of 2018. The number of deaths in 201% was
halved compared to 2018 (from P to 4), but our goal is to
create conditions of 2ero injuries.

The main and most valuable resowrce of NC KTZ JSC is
ﬂzmmhyeﬁofﬂle&mr In 2019, the Compary

fulfilled all sbligations in the social sphere, continued the
implementation of all adopted policies and programs for
training and advanced training, and increased the salary of
employess.

In 2012, as part of youth policy, the Company determined a
pool of Iﬂﬂmpanpkofm This is a reserve of future

the final result of which should be the rotation of young
people in the field.

| express my gratitude to our partners and clients for
successful joint activities. | am sure that our further
cooperation will continue to remain effective and fruitful

Sincerely yours,

Chair of the M t Board
of NC KTZ J5C

5.Mynbayev

Annual Report. 2019 |
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Business Model

COST STRUCTURE

Operation and maintenance of the main raflway network
frefght and passenger cars

uneration of employees

Development

Strategy

In September 2019, the Board of Directors of NC KTZ
JSC approved the new Development Strategy until 2029,

| NC Kazakhstan Temir Zholy JSC

PROFIT FLOWS

Income from passenger transportation
Income from freight transportation
Income from frelght forwanding

and frelght car operations

MISSION

As a system-forming transport
company in Kazakhstan, we
provide a high-quality basis for
sustainable business growth
for our clients, create value for
the Shareholder and benefit
consumers and society as a
whole by providing safe and
competitive transportation
services.

VISION

We are a highly efficient transport company
openating in accordance with best business
practices.

‘We are a reliable provider of transport
infrastructure services including cargo and
passenger transportation.

In the shart term, the most urgent tasks will be to
remove the Company from the financial risk zone and
stabilize its financial situation. The key measures in this
direction that are already being implemented are the
reduction of the share of debt in hard currency, the
complete reform of tariff regulation and increase of
operational efficiency.

In 2019, the Company actively carried out wark in
these areas.

STRATEGIC GOAL:
Removing the Company from the financial
risk zone and ensuring financial stability.

As a result of the work on debt refinancing, the share
of foreign currency liabilities in relation to all borrowed
loans for 2019 was reduced by 20%.

STRATEGIC GOAL:
Improving the Company’s efficiency

A program to improve operational efficiency has
been developed and launched. The company actively
participated in the implementation of this program
and, according to the results of 2019, achieved the
following results:

“  The 12 non-core assets were removed from the
portfolio of the Company, the total loss of which at
the end of 2018 amounted to 5 billion tenge;

= The effectiveness of management of freight
cars has improved. All freight cars were taken
out of rental and transferred to independent
operational management to the subsidiary of NC
KTZ JSC = Kaztemirtrans JSC. In order to reduce
the downtime of wagons in the repair and to
concentrate efforts on transportation activities,
the technical and service maintenance of freight
wagons was transferred to a service company;

We are a leader among our peers in terms

of sustainable development, quality, and
cost-effectiveness of services provided due

to the improvement of business processes,
digitalization of activities, and enhancement of
employee professionalism.

»  The speed of transit container trains in the direction
of China - Europe increased by 10%;

“ The fuel efficiency has improved due to the
reduction of discrepancies in diesel metering
devices from &.8% at the end of 2018 to 1.04%
at the end of 2019 (GOST standard is no more
than 1.3%);

©  The prices for diesel fuel equipment services were
reduced by 31%;

“ The terms of the contracts for the purchase and
service of locomotives with General Electric were
changed in favor of NC KTZ J5C;

* The work was carried out to significantly reduce
operating costs in the passenger transportation
sector. The contract for the supply of new Talgo
cars was terminated due to their unprofitability.
For the existing fleet of Talgo wagons, the terms
of the maintenance contract have been changed
significantly reducing the cost of servicing the
Wagons.

Strategic goals on maintaining
the necessary level of train safety,
improving the quality of services
provided, increasing the level of
corporate governance and maintaining
social stability will be realized throughout
the entire period of the Development
Strategy.

In accordance with the Development Strategy, by the
decision of the State Commission for Modemization
under the Government of the Republic of Kazakhstan,
the Company IPO was postponed no earfier than
2023 or until the achievement of positive financial
indicators and the creation of a favorable institutional
environment.

Annual Report. 2019 |
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Business Model

COST STRUCTURE

Operation and maintenance of the main raflway network
frefght and passenger cars

uneration of employees

Development

Strategy

In September 2019, the Board of Directors of NC KTZ
JSC approved the new Development Strategy until 2029,
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PROFIT FLOWS

Income from passenger transportation
Income from freight transportation
Income from frelght forwanding

and frelght car operations

MISSION

As a system-forming transport
company in Kazakhstan, we
provide a high-quality basis for
sustainable business growth
for our clients, create value for
the Shareholder and benefit
consumers and society as a
whole by providing safe and
competitive transportation
services.

VISION

We are a highly efficient transport company
openating in accordance with best business
practices.

‘We are a reliable provider of transport
infrastructure services including cargo and
passenger transportation.

In the shart term, the most urgent tasks will be to
remove the Company from the financial risk zone and
stabilize its financial situation. The key measures in this
direction that are already being implemented are the
reduction of the share of debt in hard currency, the
complete reform of tariff regulation and increase of
operational efficiency.

In 2019, the Company actively carried out wark in
these areas.

STRATEGIC GOAL:
Removing the Company from the financial
risk zone and ensuring financial stability.

As a result of the work on debt refinancing, the share
of foreign currency liabilities in relation to all borrowed
loans for 2019 was reduced by 20%.

STRATEGIC GOAL:
Improving the Company’s efficiency

A program to improve operational efficiency has
been developed and launched. The company actively
participated in the implementation of this program
and, according to the results of 2019, achieved the
following results:

“  The 12 non-core assets were removed from the
portfolio of the Company, the total loss of which at
the end of 2018 amounted to 5 billion tenge;

= The effectiveness of management of freight
cars has improved. All freight cars were taken
out of rental and transferred to independent
operational management to the subsidiary of NC
KTZ JSC = Kaztemirtrans JSC. In order to reduce
the downtime of wagons in the repair and to
concentrate efforts on transportation activities,
the technical and service maintenance of freight
wagons was transferred to a service company;

We are a leader among our peers in terms

of sustainable development, quality, and
cost-effectiveness of services provided due

to the improvement of business processes,
digitalization of activities, and enhancement of
employee professionalism.

»  The speed of transit container trains in the direction
of China - Europe increased by 10%;

“ The fuel efficiency has improved due to the
reduction of discrepancies in diesel metering
devices from &.8% at the end of 2018 to 1.04%
at the end of 2019 (GOST standard is no more
than 1.3%);

©  The prices for diesel fuel equipment services were
reduced by 31%;

“ The terms of the contracts for the purchase and
service of locomotives with General Electric were
changed in favor of NC KTZ J5C;

* The work was carried out to significantly reduce
operating costs in the passenger transportation
sector. The contract for the supply of new Talgo
cars was terminated due to their unprofitability.
For the existing fleet of Talgo wagons, the terms
of the maintenance contract have been changed
significantly reducing the cost of servicing the
Wagons.

Strategic goals on maintaining
the necessary level of train safety,
improving the quality of services
provided, increasing the level of
corporate governance and maintaining
social stability will be realized throughout
the entire period of the Development
Strategy.

In accordance with the Development Strategy, by the
decision of the State Commission for Modemization
under the Government of the Republic of Kazakhstan,
the Company IPO was postponed no earfier than
2023 or until the achievement of positive financial
indicators and the creation of a favorable institutional
environment.
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About

the Company,

MNC KTZ J5C s a transport and loglstics holding,
operator of the backbone raibway network of the
Republic of Kazakhstan, and national railway
carrier of cargo and passengers.

The KTZ Group of Companies is the largest owner
of lecomotives, freight and passenger cars in the
country, as well as the largest employer.

The sole shareholder of NC KTZ J5C is National
‘Welfare Fund "Samruk-Kazyna® J5C, the founder
and sole sharehalder of which is the Government
of the Republic of Kazakhstan,

In terms of cargo traffic and revenue, NC KTZ JSC
is one of the 15 largest railway companies
in the world.

Transportation achivities of NC KT ISC provide
economic connectivity with 14 regions of the
Republic of Kazakhstan and 3 cities of national
significance, and with five neighboring countries:
China, Russia, Uzbekistan, Kyrgyzstan and
Turkmenistan - through 16 junction points.

By the length of raitways, Kazakhstan ranks 3rd

among the C15 and Baltic countries with
a gauge of 1520 mm,

Business
line of the

Company

| NC Kazakhstan Temir Zholy JSC

Backbone railway network services;
Railway cargo transportation;
Railway passenger transport;
Transport and logistics services:
Operating freight cars,

(12
Compan
histn?y !

Kazakhstan Temir Zholy Republican 5tate Enterprise
was established by Decree 12% of the Government of
the Republic of Kazakhstan as of January 31, 1997
«On Reorganization of Enterprises of Rallways of the
Republic of Kazakhstans by merging the following
republican state enterprises:

« Almaty Railway Adminfstration;

= Tselinnaya Raibway Administration;

»  West-Kazakhstam Railway Administration.

By Decree 310 of the Government of the Republic of
Kazakhstan as of March 15, 2002, Maticnal Company
Kazakhstan Temir Zholy Closed Joint-stock Company

was formed by merging Kazakhstan Temir Zholy
Republican State Enterprise and its subsidiaries.

In 2004, NC KTZ CI5C was transformed into NC KTZ
J5C. In this regard, there was adopted the program of
restructuring of railway transport of the Republic of
Hazakhstan for 2004-2006, aimed at developing
competition in the industry and attracting private
investment. As part of the implementation of this
program, there was created Locomotive J5C on the
basis of the locomative facilities, and the entire
inventory fleet of cars was allocated to an
independent enterprise - Kaztemirtrans J3C,

Since 2003, subsidies have been allocated from the
national budget to cover losses of passenger carriers.

In June 2016, the cargo carrier "KTZ-Freight
transportation” J5C was created by separating
transportation activities and infrastructure,

Ower the years of independence, about 2.5 thousand
km of new railways were built, or 12% of the total
fength of rallway fines,
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Regulatory
environment

In the previous years, as part of the work on the
liberalization of the industry, the state price regulation
has been removed from:

* rail freight car rental services and car (container)
operator services;

» services for the transit transportation of goods by
rail through the Republic of Kazakhstan;

= services for the transportation of goods in
containers, contrailer shipments, empty containers,

and empty fitting platforms by rail.

In 2012, under the pilot regime, admission to the
main railway network of two private freight carriers in
limited areas was made, during which the imbalances
of the current tariff regulatory system for the main
railway network services and freight transportation
services by rail (locomotive traction) were aggravated.
The key ones are the presence in the tariffs of KTZ of
multiple cross-subsidization between types of cargo,
as well as passenger transportation at the expense of
freight.

At the same time, private freight carriers are not liable
for any subsidies and are free to choase the type of
transportations.

HMC KTZ J5C made proposals for the consistent reform
of the tariff regulation system.

The first step in this direction is the separation of the
financial flows of passenger and freight traffic.

On January 1, 2020, the Law of the Republic of
Kazakhstan “On Amendments and Additions to
Some Legislative Acts of the Republic of Kazakhstan
on Railway Transport” came into force. These
amendments, a5 well as the introduction of the
necessary by-laws, will allow in 2020 to implement a
new model for subsidizing passenger transportation.
Howewer, all support for passenger traffic, including
private passenger carriers, lies with the National
Freight Carrier.

| NC Kazakhstan Temir Zholy JSC

Today, about 40 companies are licensed in the freight
transportation market.

The next step in transformations in the regulatory
environment and the tariff methodology will be

the alignment of the conditions for the provision of
services by carriers to create equal, fair and non-
discriminatary conditions for doing business by
introducing differentiation of tariffs for services of
the main railway netwaork by the type of section
lelectrified or non-electrified), and locomotive
traction by type of traction (electric and heat
traction).

In addition in 2019, the Law of the Republic of
Kazakhstan «On Railway Transports was amended in
terms of defining the concept of scargo transits and
determining the procedure for carrying out cargo
transit transportation by the authorized body.

The volume of cargo transportation using logistics
schemes that allow freight shippers to avoid paying the
railway transit tariff on the territory of the Republic of
Kazakhstan increases annually.

This scheme allows freight shippers to avoid paying
the transit tariff since the level of transit tariffs is
higher than the level of export-import tariffs, which
subsequently negatively affects the financial and
ecanomic indicatars of NC KTZ J5C.

In this regard, in arder to resolve this problem, the Law
of the Republic of Kazakhstan «On Railway Transports
provides for the right of the carrier to receive copies of
shipping documents from the shipper and consignee
during the transit of cargo, and the duty of the
shipper’s representative to natify the carrier about

the transit of cargo before sending the cargo. At the
same time, a corresponding draft by-law regulating the
procedure for cargo transit transportation has been
developed, which is currently undergoing approval by
state authorities.

These measures will minimize the prerequisites for the
use of shiddens transit schemes by shippers.

Asset
structure

GRI 102-7, 102-10, 102-4%

The NC KTZ JSC Group of Companies includes 56 organizations.The Company's corporate
portfolio is represented by five blocks:

» backbore railway network including the branch »  passenger
of NC KTZ J5C - Directorate of the Backbone
Railway Network;

# cargo transportation performed by «KTZ-Freight
transportations J5C and Kaztemirtrans 15C;

transportation performed by the Group
of Companies of Passenger Transpartation J5C;

o specialized auxiliary block including TransTeleCom
JSC, Military Raibway Security Service 1SC,
Temirzhalsu 15C, and athers.

» transport and logistics block including KTZ
Express Group of Companies, UTLCERA, Kuryk
Port and others;

Structure of the NC KTZ JSC Group of Companies

as of January 1, 2020

e | gmeemm e
I WWJ&C L Trarstelecom 150
anc Logieics Company Eureian —
I sy = — e e
(100%)
'"ZE 5C - Diasjan temir zholy 150 L ucmcgc_w
i I P oo
e
| m‘mm * - in brust management:

In accordance with the state privatization program and the instructions of the Sole Shareholder, we continuwe our
work on the alienation of non-cone assets of the KTZ Group of Companies.

In 201&-2018, 22 assets were sold, 2 companies were reorganized, and % companies were iquidated. In 2019, 12
nan-core assets were removed (Khorgos ICBC JSC, sirports etc.).
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Geography
and Target Markets

FREIGHT TRANSPORTATION MARKET

In 2019, the structure and share of the main commenrcial products presented for transportation by rail did not

change and remained the same.

7

25%

ol

\,

15%
L]
%
D .
|
Oothisr T Chasiikead
ores meials misseral
tertilizers

Share of frelght traffic of rallway transportation by cargo nomenclature, %

and  Construction Timber ‘Grain Other
cangs

The dynamics of the volume of goods transported

by rail correlates with the dynamics of the country’s
economic growth. Kazakhstan's GDP growth in 2019
amounted to 4%, including in the mining industry
3.7%, manufacturing 4.4%, transportation and
warehousing 5.1%. Foreign trade turnover increased by
1.1% - imports increased by 11.5%, exports decreased
by 4.7%.

In 2019, freight transportation by rail increased

to the level of 2018 in the following transportation
modes:

# Republican - by 0.38%,

w import - by 14.95%

a  transit - by 3.47%

The export transpoartation decreased by 0.12%.

| NC Kazakhstan Temir Zholy JSC

The increase in cargo transportation ocourred
according to the following nomenclature of goods:

» ore - by 10.3%

» ferrous metals - by 6.8%

#  construction cargo - by 1.4%
« timber cargo - by 4.6%

= other goods - 6%

The turnover of oil cargo, chemical and mineral fertilizers,
grain cargo decreased compared to the previous period.
A promising highly profitable segment is transit
container transportation. In 2017, the volume of

container traffic amounted to 464.4 thousand TEU,
which is 24% more than in 2018,

The main share in transit container traffic is occupied by
the route China - Europe - China, whose share is 52%.

The share of the raibway transport market in the country in the total freight traffic in 2019 did not change

compared to previous years.

-

\.

2014 2015 2016
- [ ]
Railway Transport Vehicle and municipal
electrical transport

2017

[ ]
Pipeline transport

Share of cargo traffic by all modes of transport, %

2018 e

Other modes
of transport

J

Historically, the growth of tariffs for the services
of the main railway network and locomotive
traction was significantly inferior to the growth

of consumer price indices and producer prices of
industrial products in Kazakhstan. These and other

systemic shortcomings of the tariff regulatory
environment, on which the Company is currently
working, have led to the fact that, at the end of
2019, 78% of the freight turnover is transported
below cost.
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PASSENGER TRANSPORTATION MARKET

The Republic of Kazakhstan is a country with a
vast territory, low population density, and sharply
continental natural conditions. This determines the
features of the passenger transportation market,

its share in the economy with a small capacity,
high indicators of medium-range transportation,
and high requirements for reliability, quality, and
carrying capacity.

~

N\

2016 2017 2018 2019
@ Rallway @ Buses ' Alr transport
\ Dwynamics of passenger traffic on types of transport, billlon p-km J

By the end of 2019, passenger traffic by all types of
transport increased by 4.9 % to 2952 billion p-km. At the
same time, the highest growth rate was demonstrated by
road transport, which increased by 8.3% over 3 years.

Rail passenger traffic in 2019 decreased by 4.3%
compared to 2018 and amounted to 17.7 billion p-km.
The main reasons for the decrease in passenger traffic are
increased competition from road and air transport and
a shortage of cars of Passenger Transportation JSC due
mhdahynﬂumnfﬂu passenger car
program by contractors and the failure to deliver
ﬂzmthLim'lhb:Ll.P

The number of passengers sent by enterprises belonging
to the Group of Companies of Passenger transportation

JSC and by trains of other railway administrations passing
through the territory of the Republic in 2019 amounted

1o 16,544 thousand passengers, induding:

= by trains formed by Passenger transportation J5C =
12 704 thousand passengers;

= by trains formed by Suburban Transportation J5C =
3,441 thousand passengers;

“  for trains of other railway administrations -
382 thousand passengers.

| NC Kazakhstan Temir Zholy JSC

To improve the quality of services provided and

to prevent abuse and speculation by persons
invalved in the sale of tickets, a new Mobius
ticketing system was developed and introduced.
The improved Mobius electronic travel document
sales system has helped minimize the practice

of creating an artificial ticket shortage. The
implemented waiting list in the new version of the
ticketing site bilet.railways.kz allows buyers to get
into the electronic queue without having to have
tickets in the ticketing system and not to purchase
tickets from “resellers”. At the same time, the site
administration constantly monitors the electronic
gueue. For example, over 40 user accounts were
blocked, for each of which an invalid number of
travel documents was issued.

In 201%, the Company attracted a qualified team
of specialists and managers from the German
railway company «sDeutsche Bahns for managerial
positions in Passenger Transportation JSC. The
main task set before them is the introduction of
new standards, techniques, procedures with which
the Company connects the passenger service to a
new level of quality.

Participation in associations
and external initiatives

4 ) ™
% [ snce 1592 ]
Council for Railway Transport OF the Organization for Railway Cooperation (0S/D)
Commanwealth Member States (participation of the Republic of Kazakhstan)
Moscow, Russian Federation Warsaw, Republic of Poland
www.sovetgt.org www.osjd.org

\. A\ w

since 2001

International Coordinating Council for Shanghai Cooperation Organization
Trans-Eurasian Transportation |participation of the Republic of Kazakhstan)
Bern, Swiss Confederation Beijing, People’s Republic of China
www., icctt.com www.sectsco.org
\. V.
™~

/\ e/

AHEK " dnce 2001 ]

Association of National Freight Forwarders International Union of Railways (UIC)
of Kazakhstan

Almaty, Republic of Kazakhstan Paris, French Republic

www kffanelc bz www.uic.org

\_ I\ J
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Kazakhstan Taxpayers Association

Almaty, Republic of Kazakhstan

d kI N\
ql1|1 r;?:&r:ﬁamfxnbummu
Kazaxciaa

Union of Machine Builders of Kazakhstan

Mur-Sultan, Republic of Kazakhstan

www.ankkz

www.smkz.kz

I
;?%“

e 0] P Since 2010 |

International Union of Railway Athletes (USIC)

Prague, Czech Republic

\PNI )
)

ot

United Mations Global Compact

1o

g U

Mew York, United States of America

www.usic-sports.org

www.unglobalcompact.org

(" A

4

KAZLOGISTICS

GO TRUASTOPTHHKGE KAJAXETANA

KAZLOGISTICS Union of Transport and Logistics
Crganizations and Associations

KAZLOGISTICS Corporate Fund

Mur-5Sultan, Republic of Kazakhstan

www.kazlogistics.kz

e

TERLR-H
LE ]
s

Association of Railway Equipment Manufacturers
Mon-Profit Partnership

Moscow, Russian Federation

N J

F a

w3 =p 3 HMT P

ATAMEKEH
[ _since 2014 ]

Mational Chamber of Entrepreneurs of the Republic
of Kazakhstan «Atamekens

Mur-5ultan, Republic of Kazakhstan

Eurasian Economic Union

(participation of the Republic of Kazakhstan)

www.atamekenkz

J

WWW.eaeunion.org

r A
)

mm

Association for the Development
of Competition and Commodity Markets

5 )

FrreCarplan Tirntees T R

) Middle Corridor

since 2017

Trans-Caspian International Transport Route
International Association

\. J

www.opzt.ru
/

~
[ _since 2013 ]

Coordinating Council of the Trans-Caspian
International Transport Route

\.

| NC Kazakhstan Temir Zholy JSC

Mur-Sultan, Republic of Kazakhstan Mur-Sultan, Republic of Kazakhstan
www.ark.org.kz www.middlecorridor.com
> >
EXTERNAL INITIATIVES
~ N )
VISION ZERODO

AN
ISO
=

150 {International Organization for
Standardization) is the international organization
for standardization which the main organization
for regulating and organizing work in the field of

Safety Hez trwellbeing,

Vision Zero International Movement of the
International Social Security Association (ISSA)
to promaote the concept of zero injuries

standardization worldwide

",

.
PARIS «TD

AGREEMENT

Kazakhstan until 2050

N

Within the framework of the Agreement, NC KTZ JSC participates in the
development of a strategy for low-carbon development in the Republic of

J/
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Key Production
and Financial Indicators

PRODUCTION INDICATORS

Cargo Traffic, billion t-km mu:ﬂmuﬂm. mmﬂu;gjm

347.5 -
o 224 3108 . 2217

i . . 3 . . i .

2017 2018 2019 2017 2018 2019 2017 2018 2019
In 2019, the tariff turnover amounted In 201%, 347.5 thousand TEL were In the direction of Russla, China-Central
to 224 billion t-lm, 1.8% higher than transparted in direction of China - Asla, and other directions, the valume

the result of 2018

of transit container traffic amounted to
30 thousand TEL, which Is 37% higher
than in 2018

Passenger Traffic «Passanger Transportations, billion p-lkm

151 149 By the end of 2019, passenger traffic decreased by 6% compared to the level of
3 2018 and amounted to 14 billlon pass-km. The decrease is due to the failure to

14 dellver cars by Tulpar-Talgo LLP, the intraduction of the emergency mode at Arys
station, transfer of Train Mo. 30%/310 on route Aktobe Manglstau to the private
- carrier, the delay In implementation of the passenger car repair program because of

2017 2018 2019 Increasing tariffs by maintenance enterprises, and reduction of assorted inter-state

Trans-Casplan Intemational Transport Route, thous. TEU

The transit Trans-Casplan international transport route traffic amounted

to 7.4 thousand TEU, which = B%% higher than in 2018,

The increase in traffic was achieved due to the transfer of four sea vessels to
professional management on the bare boat charter of the national sea shipping

2017 2018 o019  “detm-Baku moute

74
a9
03 company KazMorTransFlat and the organization of regular feeder service with

a clear schedule (transportation of containers on dry cargo vessels) along the

| NE Kazakhstan Temir Zholy JSC

trains subject to seasonal demand.
FINANCIAL INDICATORS
Income from operations, billlon tengs Income from passenger transportathon, billlon tenge
9.
— 11391 G 848
9134
. . F .
2017 2018 2019 2017 2018 2019
R from core for 201% dte 1,139.1  Revenue from passenger transportation increased by
billion tenge, which is #% higher than in 2018, mainly duetoan  0.7%, mainly due to a 2.4% change in the revenue rate
Increase in from freight transportation by 12.7% and fiur intra-Republic traffic.
passenger transportation by 0.7%.

Income from frelght transportation, billion tenge

Bag RaTR Revenue from frelght transportation Increased by 12.7% mainly due to an
7496 increase In revenue from operating the freight car fleet, changes in the
exchange rate [Swiss franc) based on transit traffic revenue calculations, an
Increase In revenue from changes in the average level of tarlff increases, an
Increase In cargo traffic by 1.8%, etc.
2017 2018 2019
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Main Production
and Financial Indicators

Debt Burden

Improving the Efficiency

Major Investment Projects

Business Transformation

Operating profit, billion tenge
1701
128
105.1 .
2017 2018 2019
Operating profit for 2019 amounted to 170.1 billlon tengs,
which is 32 9% higher than in 2018,

EBITDA, billion tenge
3439
249.1
m .
017 2018 209

EEBITDA for 201% amounted to 3139 billion tenge, which is
26% higher than In 2018.

The Company ended 201% with a negative financial result of 70.3 billion tenge. The improvement of 14.1 billion
tenge was mainly due to a 9% increase in core business income and a decrease in the negative exchange rate

difference (balance).
Debt Burden

Most of the income and investment program of NC

An ambitious investment program, a regulatory system

Improving
the efficiency

During the reporting period the Company conducted comprehensive to improve the efficiency of production processes,
modemnize and develop production facilities, increase labour productivity, automate process management, optimize the
structure of production assets, and save enerngy and resources.

KTZ J5C depend on the level of tariffs set by the
authorized body.

For many years, the average annual increase in
tariffs has been lower than the rate of inflation

transportation and bow-income goods at the expense
of high-income ones led to a significant increase in the
Company’s debt At the same time, the bulk of loans

and price growth in Kazakhstan's industry. Railway for the Group of companies were attracted in *hard”

transport actually subsidized other sectors of the

currencies (US dollars, euros, Japanese yens, Swiss

economy. This led to a high degree of depreciation francs) and at the beginning of 2019 the share was 57%.
of production assets. To reverse the trend of aging

and disposal of assets in the railway industry, 15C

In 2019, serious work was done to reduce foreign

NC KTZ was forced to launch a large-scale program exchange risks, optimize debt and service loans

of asset modernization, including by attracting
borrowed funds.

in order to ensure the short and long term timely
fulfillment of abligations to creditors on attracted loans
and issued bonds.

IN THE REPORTING YEAR, THE FOLLOWING ACTIONS OF THE PLAN WERE IMPLEMENTED:

a ban has been imposed on the implementation of new major capital projects without receiving the appropriate
recommendation from the Investment and Strategic Committee of Samnuk-Eazyna J5C until the Company enters
the green zone of credit risk;

the share of foreign currency liabilities in relation to all loans raised in 2019 decreased from 57% to 36.7%;
EBITDA improved by 26% to 312.9 billion tenge;

work on increasing the tariffs of backbone raitway netwark (from January 1, 2019) by an average of 3.9% has been
carried out;

performance of target indicators for the costs of the depot and owerhaul repair of
locomotives, etc. was provided

cars, maintenance of

| NC Kazakhstan Temir Zholy JSC

HAwverage daily productivity Drynamics of changes in specific Labour productivity,
of the locomative, diese] fuel consurmption for traln ghven thowsand tn km/person
thousand t-km gross traction, kg / changes
1874 2901 28.38 27.93 2358 at4d 25594
147 1886 735 2332 2308
- - 2017 2018 2019 .
2017 2018 2019 e Tk i I ATRCHICR, Mg /CRINgRS 2017 2018 2019
The Increase of the indicator Tokalln frelght (e kg changes
compared with 2018 ks due to In 201%, a reduction in the specific The growth in labor productivity in
of consumption for train tracthon, both for 201¥% s associabted with an increase In
the locomotive inter alia in connection train traction in general and in freight cargo traffic by 1.8% and a decrease in
‘with an increase in effickency engines, traffic, was achbeved through the the number of employees by 5.4%
sading fleet of lecomotives to the use of the automated control system
amaunt of work done, and increasing «Power Traction Dispatchers and the
the percentage of exiting the regular implementation of other energy-saving
and container tralns. IMIEASUNES.
TRAFFIC SAFETY OF TRAINS
Violations of traffic safety by all participants Traffic safety violations by the Comparry
in the transportation process and its subsidiaries
716 In 2019, all participants in 178
543 the transportation process. 134 113
committed 716 traffic o
safety viclations, Including v 4 0
structural divisions and B B =
173 subsidiaries of the Company
B - 173 cases of violations er o2l s e
24% of the total number of @ Forextemal & For imternal
M‘:ﬂ- hu:::r-mt-:n ared i weknicieie wholathons. bl reasons
r— (=231
“The reduction in the number of
traffic safety violations was achiewed
Traffic Violations by the and Its Subshdiaries
by the Company and lts the implementation of a set of
248 Due to the systemathc measures taken B hond
including measures to prevent injuries
and preventive work done to ensure
179 ‘to people on raitway tracks, increase the
173 traffic safety in 2019, the number of
violations ameunted to 173, which is level of traffic safety culture, improve
power supply and contact network
devices, signaling and communication,
M7 208 ame as well as internal control measures.
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Major
investment
projects

The investment activity of NC KTZ J5C is aimed
at implementing a set of measures to ensure

the sustainable operation of railway transport,
improving the quality and safety of transportation
services.

In 2019, investments in the amount of 150 billion
tenge were allocated for the development of
railway infrastructure and the renewal of rolling
stock.

THE FOLLOWING MAJOR EVENTS WERE CARRIED
OUT USING THE MENTIONED FUNDS:

within the framework of the Nurly Zhol state
program of infrastructure development:

» work on the implementation of the project far the
construction of a ferry complex in the port of Kuryk
and the operation of universal cargo and passenger
ferries continued;

+ work on improving the track with all types of
repairs in the amount of 450 km was completed.

as part of the rolling stock upgrade:

v 13 locomotives were purchased and 54 locomotives
were overhauled;

= major repairs of 2,931 freight cars were
carried out;

+ 91 passenger cars were purchased and 3 passenger
cars were overhauled.

Measures aimed at updating and rehabilitating the
railway infrastructure, developing transport logistics,
and improving traffic safety were implemented.

| NC Kazakhstan Temir Zholy JSC

Business
transformation

The updated Digital Transformation Program was
approved by the Decision of the Management Board
of NC KTZ J5C as of July 18, 2019. The program is one
of the tools for achieving the goals of the Company's
Development Strategy until 2029.

THE PROGRAM INCLUDES
13 INITIATIVES:

Production safety.
High-performance culture.
Improving operational efficiency.
Increase in transit traffic.

Logistics development.

Creating a full-fledged company for operating cars.
Improving the efficency of the IT function.
Improving operational efficency through data
analysis (Big Data).

Improving the efficiency of the transportation

of the Samruk-Kazyna Group.
= Implementing 2 new purchasing model.

Corporate

governance

and ethics

NC KTZ JSC is aware of the importance of improving
corporate governance and strives to ensure openness
and transparency of activities, as well as the practical
implementation of the basic principles of the
Corporate Governance Code.

The new version of the Corporate Governance Code
was approved by the Decision of the Sale Sharehalder
as of May 27, 2015 (Minutes of the Management
Board meeting of Samruk-Kazyna J5C No. 22/15).

Corporate governance of NC KTZ J5C is annually
evaluated for compliance with the best practice
according to the methodology of diagnostics of
corporate governance in the companies of the Samruk-
Kazyna J5C Group.

The rating of corporate governance is an indicator of
the assessment.

In 2019, the Internal Audit Dpartment of NC

KTZ JSC conducted diagnostics of the level of
corporate governance. Based on the results of the
diagnostics, the corporate governance rating of
MNC KTZ J5C was determined at the level of «<BBs,
which according to the specified Methodology
cormesponds to the average level of corporate
governance.

The assigned corporate governance rating in
comparison with the 2018 level - «Ba, determined
by an independent consultant, has improved by one
pasition and cormesponds to the target values of the
Company’s key perf armance indicators in 2019.

In 2019, the Company continued to waork on the
implementation of the action plan for improving the
corporate governance system, developed based on the
results of an independent diagnostics in 2018,
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Major
investment
projects

The investment activity of MC KTZ J5C is aimed
at implementing a set of measures to ensure

the sustainable operation of railway transport,
improving the quality and safety of transportation
SErvices.

In 2019, investments in the amount of 150 billien
tenge were allocated for the development of
railway infrastructure and the renewal of rolling
stock.

THE FOLLOWING MAJOR EVENTS WERE CARRIED
OUT USING THE MENTIONED FUNDS:

within the framework of the Nurly Zhol state
program of infrastructure development:

» work on the implementation of the project for the
construction of a ferry complex in the port of Kuryk
and the operation of universal cargo and passenger
ferries continued;

+ work on improving the track with all types of
repairs in the amount of 450 km was completed.

as part of the rolling stock upgrade:

w13 locomotives were purchased and 54 locomotives
were overhauled;

= major repairs of 2,931 freight cars were
carried out;

91 passenger cars were purchased and 3 passenger
cars were overhauled.

Measures aimed at updating and rehabilitating the
railway infrastructure, developing transport logistics,
and improving traffic safety were implemented.

| NC Kazakhstan Temir Zholy JSC

Business
transformation

The updated Digital Transformation Program was
approved by the Decision of the Management Board
of NC KTZ J5C as of July 18, 2019. The program is one
of the tools for achieving the goals of the Company's
Development Strategy until 2029,

THE PROGRAM INCLUDES
13 INITIATIVES:

Production safety.
High-performance culture.
Improving operational efficiency.
Increase in transit traffic.

Logistics development.

Creating a full-fledged company for operating cars.
Impraving the efficiency of the IT function.
Improving operational efficency through data
analysis (Big Datal.

= Improving the efficiency of the transportation

mplementation
of the Samruk-Kazyna Group.
Implementing a new purchasing model.

Corporate

governance

and ethics

NC KTZ JSC is aware of the importance of improving
corporate governance and strives to ensure openness
and transparency of activities, as well as the practical
implementation of the basic principles of the
Caorporate Governance Code.

The new version of the Corporate Governance Code
was approved by the Decision of the Scle Shareholder
as of May 27, 2015 (Minutes of the Management
Board meeting of Samruk-Kazyna JSC No. 22/15).

Corporate governance of NC KTZ J5C is annually
evaluated for compliance with the best practice
according to the methodology of diagnostics of

governance in the companies of the Samruk-

corporate
Kazyna J5C Group.

The rating of corporate governance is an indicator of
the assessment.

In 2019, the Internal Audit Dpartment of NC

KTZ JSC conducted diagnostics of the level of
corporate governance. Based on the results of the
diagnostics, the corporate governance rating of
MC KTZ J5C was determined at the level of «<BBs,
which according to the specified Methodology
corresponds to the average level of corporate
governance.

The assigned corporate governance rating in
comparison with the 2018 level - «Bs, determined
by an independent consultant, has improved by one
position and corresponds to the target values of the
Company’s key perf ormance indicators in 2019,

In 201%, the Company continued to wark on the
implementation of the action plan for improving the
corporate governance system, developed based on the
results of an independent diagnostics in 2018,
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Corporate governance

structure
Internal Compliance
Audit Service
Department
Corporate Corporate
Secretary’s Ombudsman’s
Office Office

Nominations and

Audit Committee : .
Remuneration Committee

Committee for Environmental
Protection and Safety

Strategy and Finance
Committee

Administration
Office of the
Management Board

Risk Committee Investment Committee

Credit Committee

Development Committee

Budget Committee

Sole shareholder

The supreme body is the Sole shareholder - Samruk-
Kazyna JSC.

Corporate governance in the Company is based on the
principle of protecting and respecting the rights and
legitimate interests of the Sole Shareholder. The Sale

33
Board of Directors

The Board of Directors is the management body of NC
KTZ 1SC, which performs general management of the
Company's activities, except for issues related to the
exclusive competence of the Sole Shareholder of the
Company as per the Law «On Joint-stock Companiess
and the Company’s Charter.

The Board of Directars determines strategic goals and
priority areas of development, sets the main guidelines
for the Company's long-term activities, and ensures
that the required financial and human resources

are available to implement the goals. The Board of
Directors controls the activities of the executive body
of NC KTZ JSC.

STRUCTURE OF THE BOARD
OF DIRECTORS

GRI 102-22. 102-23

At the end of 2019, the Board of Directors of NC KTZ
J5C was represented as follows:

Chiristian Kuhn - Independent Director - Chairman
of the Board of Directors;

Sauat Mukhametbayevich Mynbayev - Chairman of
the Management Board of NC KTZ J5C;

Yernar Beysenuly Zhanadil - Co-Managing Director
for Economics and Finance of Samruk-Kazyna

J5C - Representative of the interests of the Sole
Shareholder;

Shareholder has the rights stipulated by the law and
the Charter.

The Sale Shareholder has the right to cancel any
decision of other bodies of the Company on issues
related to the internal activities of the Company.

The structure of the Board of Directors ensures fair
and objective representation of the interests of the
Sole Shareholder.

The number of members of the Board of Directors is
determined by the Sole Shareholder. Only an individual
can be a member of the Board of Directors.

Members of the Management Board, with the
exception of the Chairman of the Management

Board of the Company, cannot be elected to the

Board of Directors. The Chairman of the Company's
Management Board cannot be elected as the Chairman
of the Board of Directors.

Andrey Nikolayevich Kravchenko - Managing
Director for Legal Support and Risks - member
of the Management Board of Samruk-Kazyna
JSC - Representative of the interests of the Sole
Shareholder;

Almassadam Maydanovich Satkaliyey - Managing
Director for Asset Management and Privatization

of Samruk-Kazyna JSC - Representative of the
interests of the Sole Shareholder;

Nurzhan Talipovich Baydauletov - Representative
of the interests of the Sole Shareholder;

Lutz Freytag - Independent Director;

Yermek Askerbekovich Kudabayev -
Independent Director;

Kerstin Boecker - independent Director.
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CHAIRMAMN OF THE BOARD OF DIRECTORS,
INDEPENDENT DIRECTOR

Member of the Board of Directors since 2014,

Year of birth: 1965

Citizenship:
Germany

Education:

Technical University of Darmstadt, Darmstadt, Germany, Master of
Engineering.

Gottfried Wilhelm Leibniz University of Hanowver, Hanower,
Germany, Engineering, PhD.

‘Work Experience:

1994 - 2005 head of sales, then Managing Director of Connex
Cargo Logistics

2005 - 2011 - Managing Director, Member of the Management
Board of Deutsche Bahn AG's freight business.

2005 - 2009 - head of the steel and coal industry division of
Stinnes Freight Logistics/Railion Deutschland AG.

2009 - today - held various senior positions in international
logistics companies, as well as worked as an independent
consultant and independent director in companies in the field of
railway and logistics.

No owned shares of the Company,
its suppliers or competitors.
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SAUAT MUKHAMETBAYEVICH

MYNBAYEV

MEMBER OF THE BOARD OF DIRECTORS,
CHAIRMAN OF THE MANAGEMENT BOARD

Member of the Board of Directors since 2018.

Year of birth: 1962

Citizenship:
Republic of Kazakhstan

Education:
Candidate of Economic Sciences.

Work Experience:

Started his career in 1989 as a teacher at Alma-Ata Institute

of National Economy.

Senior positions in commercial organizations

and the banking sector.

Ower the years, he occupied the posts of Minister of Finance,
Agriculture, Energy and Mineral Resources, Oil and Gas, Industry
and Trade of Kazakhstan; Deputy Head of the Presidential
Administration, Deputy Prime Minister of Kazakhstan; Chairman
of the Management Board of Kazakhstan Holding for State Assets
Management «Samruks JSC.

2013 - 2018 - Chairman of the Management Board of NC
KarMunayGas ISC.

Movember 20, 2018 - present - Chairman of the Management
Board of NC KTZ J5C.

Mo owned shares of the Company,
its suppliers or competitors.

YERNAR BEYSHENULY

ZHANADIL

MEMEBER OF THE BOARD OF DIRECTORS,
REPRESENTATIVE OF THE SOLE SHAREHOLDER'S
INTERESTS

Member of the Board of Directors since 2018,

Year of birth: 1984

Citizenship:
Republic of Kazakhstan

[Education:
Manchester Business School, UK, Master in Finance and
Accounting.

‘Work Experience:

Over the years, he worked in Philip Morris Kazakhstan, Elitstroy
LLP, PricewaterhouseCoopers, Samruk-Kazyna J5C.
2014 - 20118 - Financial Controller and Managing Director for
Finance and Operations of Samruk-Kazyna 15C.

Since 2018, Co-Managing Director for Economics and Finance of
Samruk-Kazyna JSC.

No owned shares of the Company,
its suppliers or competitors.
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ALMASSADAM MAYDANOVICH
SATKALIYEV

MEMBER OF THE BOARD OF DIRECTORS,
REPRESENTATIVE OF THE SOLE SHAREHOLDER'S
INTERESTS

Member of the Board of Directors since 2018.
Year of birth: 1970

Citizenship:
Republic of Kazakhstan

Education:

Al-Farabi Kazakh National University, Republic of Kazakhstan,
Mechanical Engineer, Applied Mathematician.

Russian Presidential Academy of National Economy and Public
administration, Russian Federation, Master of Economics.
Mazarbayev University, High School of Business (Cooperation
Program with Fugua School of Business at Duke University],
Republic of Kazakhstan, Master of Business Administration.
Stanford University Business School, United States of America.

Work Experience:

Crver the years, he occupied the senior positions in the national
companies KazTransOil, KEGOC, Samruk: as well as the post of
Wice-Minister of Energy and Mineral Resources of the Republic of
Kazakhstan

Since 2018, held the position of Managing Director for Asset
Management and Privatization of Samruk-Kazyna JSC.

Mo owned shares of the Company,
its suppliers or competitors.

ANDREY NIKOLAYEVICH

KRAVCHENKO

MEMBER OF THE BOARD OF DIRECTORS,
REPRESENTATIVE OF THE SOLE SHAREHOLDER'S
INTERESTS

Member of the Board of Directors since 2018,
Year of birth: 1544

Citizenship:
Republic of Kazakhstan

Education:

IKirov Kazakh State University, Republic of Kazakhstan, lawyer
Maoscow Business School, Russian Federation, Master of Business
Administration.

Wiork Experience:

Ower the years, he occupied the posts Prosecutor, Senior
Prosecutor of Taldykorgan region; Deputy Prosecutor General of
the Republic of Kazakhstan

20118 to the present - Managing Director for Legal Support and
Rigks - member of the Management Board of Samruk-Kazyna ISC.

No owned shares of the Company,
its suppliers or competitors.
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NURZHAN TALIPOVICH

BAYDAULETOV

MEMBER OF THE BOARD OF DIRECTORS,
REPRESENTATIVE OF THE SOLE SHAREHOLDER'S
INTERESTS

Member of the Board of Directors since 2018.

Year of birth: 1960

Citizenship:
Republic of Kazakhstan

Education:
Moscow Institute of Railway Transport, Russian Federation,
Management of Railway Transport Processes.

Work Experience:

Fulfilled his carrier from the train compiler to the management
positions of Kazakhstan Temir Zholy RSE.

Crver the years, he held the post of the Director of Railway
Transport Department of the Ministry of Transport and
Communications of the Republic of Kazakhstan: Vice-Minister of
Transport and Communications of the Republic of Kazakhstan
Chairman of the Committee of Communications of the Ministry
of Transport and Communications of the Republic of Kazakhstan;
senior pasitions in Samruk-Kazyna JSC.

2014 - present - Chairman of the Board of Directors of
Kazakhtelecom JSC.

Mo owned shares of the Company,
its suppliers or competitors.

MEMBER OF THE BOARD OF DIRECTORS,
INDEPENDENT DIRECTOR

Member of the Board of Directors since 2019,

Year of birth: 1758

Citizenship:
Germany

Education:

University of Tibingen, Germany, Physics, PhD

University of Frankfurt, Germany, Bioinformatics, Master of
Science

‘Work Experience:

Over the years, he held the positions of financial director of
Stinnes BauMarkt AG, Rash Karcher Baustoffe GmbH, Parsytec
AG, Isola AG, Railion Deutschland AG, Schenker AG.

Mo owned shares of the Company,
its suppliers or competitors.
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YERMEK ASKERBEKOVICH
KUDABAYEV

MEMBER OF THE BOARD OF DIRECTORS,
INDEPENDENT DIRECTOR

Member of the Board of Directors since 2019.

Year of birth: 1970

Citizenship:
Republic of Kazakhstan

Education:

Moscow Institute of Steel and Alloys, Russian Federation,
Engineer-Economist

Kazakhstan Institute of Management, Economics, and Forecasting,
Republic of Kazakhstan, Master of Business Administration.

Work Experience:

Ower the years, he held the positions of director of the Astana
office of Emst & young Kazakhstan LLP, financial director of
Kazakhoil Aktobe LLP, Bekern Metals Inc, and Chagala Group
Limited, Managing Director for Economics and Finance of
KazPetroDrilling JSC, etc.

2014 - present - Managing Director for Economics and Finance of
Intefligent Consulting Solutions LLP.

Mo owned shares of the Company,
its suppliers or competitors.

KERSTIN BOECKER

MEMBER OF THE BOARD OF DIRECTORS,
INDEPENDENT DIRECTOR

Member of the Board of Directors since 2019,

Year of birth: 1964

Citizenship:
Germany

Education:

Bayreuth University, Germany, Master of Business Administration,
PhD in Law

American School of International Management, United States of
America, Master of International Management

‘Work Experience:

Over the years, she held senior positions in Daimler-Benz
InterServices AG, Mercedes-Benz Credit Corporation,
DaimlerChrysber Services AG, Infineon Technologies AG, as well

as the positions of Vice President for Management Development,
Vice President for Administrative Management, and Vice President
for Total Remuneration and Performance Management at
thyssenkrupp AG.

2014 - present - Chief Human Resources Officer and Member of
the Executive Board of thyssenkrupp System Engineering GmbH.

Mo owned shares of the Company,
its suppliers or competitors.
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CHANGES TO THE BOARD
OF DIRECTORS IN 2019

Managing Conflicts of Interest

Activities of the Corporate
Secretary’s Office

During the reporting year, the Company’s Board of Directors underwent the following changes:

By the decision of the Board of Samruk-Kazyna JSC as of January 28, 2019 (Minutes No. 03/19), the
composition of the Board of Directors of MC KTZ JSC has been determined in the number of 9 people.

Tito Uskhapovich Syzdykov's powers were terminated prematurely and the new members of the Board of
Directors were elected:

Lutz Freytag - Independent Director;
Yermek Askerbekovich Kudabayey - Independent Director.

Corporate Governance Code

Information on the Operation

of the Internal Audit System

In June 201%, due to the expiration of the term of office of the former Board of Directors of the Company, the
Board of Directors of Samruk-Kazyna JSC (Minutes No. 20/19) elected a new Board of Directors of NC KTZ
JSC consisting of C. Cuhn, Chairman of the Board of Directors, and members of the Board of Directors

5. M. Mynbayev, Ye. B. Zhanadil, A. N. Kravchenko, AM. Satkaliyev, N. T. Baydauletov, Ye. A. Kudabayev, and
L Freytag

Corporate Ethics

In August 2019, a new Independent Director of the Board of Directors, Kerstin Boecker, was elected by the
decision of the Board of Directors of Samruk-Kazyna ISC (Minutes No. 26/19).

Risk Management and Internal
Control

| NE Kazakhstan Temir Zholy JSC

ACTIVITIES OF THE BOARD OF DIRECTORS

In 2019, 21 meetings of the Board of Directors of
NC KTZ JSC were held, of which 15 meetings were
held in person and & in absentia, at which 193 kssues
were considered.

Besides, in 2017, the Board of Directors approved a
number of documents, including:

Development Strategy of NC KTZ J5C until 2029,
Roadmap for Implementation of the Business
Transformation Program of NC KTZ JSC

for 2019-2021;

Debt and Financial Stability Management Policy
of MC KTZ J5C and its subsidiaries;

Personnel Policy of NC KTZ J5C for 2019-2028;
Guidance on the Internal Control System

of MC KTZ J5C;

Action Plan for the interaction of NC KTZ ISC with
imvestors in the international capital markets for
2020-2021;

Action Plan for improving the corporate risk
management system and internal control system;
Development Plan of NC KTZ J5C for 2020-2024;
Strategic Plan of the Internal Audit Department of
NC KTZ JSC for 2019-2021.

Curing the reporting period, the Board of Directors
discussed issues in the field of sustainable,
strategic, and innovative development, in the field
of investment strategy and asset management,
issues related to financial stability and operating
activity of NC KTZ J5C, issues in financial reporting,
external and intemal audit, risk management and
internal control, corporate governance, compliance
functions, as well as issues related to the activities
of the Board of Directors and related committees of
the Company.

Attendance of meetings by members of the
Board of Directors in 2019 averaged 87%.

Attendance of in-person meetings by members of the Board of Directors in 2019

Members of the Board of
Directors
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o s
+ [+ [+ [+

+
+
+

L Freytag
elected as a member of the Board of

Directors on Jaruary 28, 2019

Ye A. Kudabayey
elected as a member of the Board of
Directors on Jaruary 28, 2019

K. Boecker
elected as a member of the Board of
Directors on August 12, W49
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EVALUATION OF THE BOARD COMMITTEES UNDER
OF DIRECTORS’ PERFORMANCE THE BOARD OF DIRECTORS
. emem e

CHAIRMAN OF THE BOARD In accordance with the Corporate Governance Code The assessment should determine the contribution In order to improve the efficiency of the Board of The activities of the Board of Directors' committees
OF DIRECTORS ADDRESS of NC KTZ J5C, the Board of Directors, committees, of the Board of Directors and each of its members Directors and improve the corporate governance are regulated by the relevant regulations on them.

KEY EVENTS IN 2019

and members of the Board of Directors shall be to the growth of long-term value and sustainable structure, the following four committees have been According to the regulations on committees, only
c o < assessed on an annual basis, At the same time, at development of the organization, as well as identify formed under the Board of Directors: independent directors can be elected as members of
S BT E @ARLE orporate Governance Structure least once every three years, the assessment is areas and recommend measures for improvement. o ) the Audit Committee, and independent directors shall
OF THE MANAGEMENT BOARD carried out with the involvement of an independent The results of the assessment are taken into account “  Momination and Remuneration form a majority in other committees. The chairman
professional organization. when re-electing or early terminating the powers of Committee; of the Board of Directors' Committees shall be
members of the Board of Directors. independent directors.

Sole Shareholder * Strategy and Finance Committee;

TSR In 2019, 44 meetings of the Board of Directors'
+ Committee for Environmental Protection Committees were held, where 354 ssues, including those
and Safety; submitted to the Board of Directors’ meetings, wene
Board of Di considered and discussed within the competence of each
oard O irectors i L
N R EGENERD * Audit Committee. Committee, and recommendations on them were made.
STRATEGY
- - - -
e Nomination and Remuneration Committee
ABOUT THE COMPANY
The Momination and Remuneration Committee is an accordance with the goals, objectives and current
advisory body of the Board of Directors. pasition of the Company and the remuneration level in
Remunergiftf)p‘olf Company companies similar in type and scope of activities; the
BUSINESS RESULTS jcas nnecnmntteealahisw to develop and submit Committee alsa MMM#H\;M
recommendations to the Board of Directors on the of a structured and transparent system of remuneration
BOARD OF issues of the election or appaintment of candidates of directors, Management Board members and
ORI T s Managing Conflicts of Interest DlRECTO-Rs ws;n:!mgm::m the provisions of m 12019, the R ) o
AND ETHICS documents Company, appropriste remuneration n  the Nomination and Remuneration Commith
TRAINING of directors, Management Board members, Corporate held 14 in-persan meetings, where 97 issues were
Activities of the Corporate R 102-37
SUSTANASEEREVELORNERT Secren ROt INDEPENDENT DIRECTORS Composition of the Nomination and Remuneration Committee
When selecting independent directors, the Company i guided by the K. Boecher ‘Chairwoma n of the Commiittee, Independent Director
ABOUT THE REPORT CapeEe Coramess @ik requirements of the Corparate Governance Code and the Company’s C. Kuhn member of the Committee Independent Director
Charter, as well as national legislation, which determine the procedure AM. Kravchenko member of the Committee representative of the Sole Shareholder's interests
for searching and selecting candidates for the position of independent -
diractors on & " N Ye A Kudabayev member of the Committee, Independent Director
CONTACT DETAILS Information on the Operation
of the Internal Audit System ik by a
The decision to appoint independent directors shall be made by the Attendance by current members of the Committee in-person meetings of the Momination
Sole Shareholder. and Remuneration Committee in 2019
CONSOLIDATED c " In accordance with the Company's Corporate Governance Code, the CORRINES momber: MSLINg S
FINANCIAL STATEMENTS orporate Ethics Board of Directors has established the independence of the directors . Boecker elected as a member of the Committee on Spetember 6, 2019 Joutof3
and considers that C. Kuhn, L Freytag, Ye. A. Kudabayev, and K.
B e i N and decision-making. The B of C. Kuhn elected 2= 3 member of the Committes on January B, 2015 12 out of 12
DIIS’:Z?.E));SIQFEGS?LIS;:ggé;gRT Risk Management and Internal Directors also found that there are no miﬁ or circumstances AN, =2 ofthe o & o 11 outof 12
gControI Hﬂm;nﬂyh:veas‘giﬁmﬁinmmﬂumwuﬁ Ye A Kudabayew elected 2 a member of the Committes on lanuary B, 2019 10 out of 13
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The Strategy and Finance Committee of the Board

of Directors of NC KTZ JSC is a permanent advisory

body of the Board of Directors of NC KTZ JSC,
formed to improve the efficiency of the Board of
Directors and improve the corporate governance
system of NC KTZ JSC.

The main task of the Committee is a preliminary
comprehensive study of issues within its
competence and preparation of recommendations

Strategy and Finance Committee

for the Board of Directors to adopt informed and
balanced decisions.

The Committee is responsible for issues related to
strategic development, issues related to financial
stability, and issues related to investment strategy
and asset management.

In 2019, the Strategy and Finance Committee
held 14 in-person meetings, where 93 issues were
considered.

Composition of the Strategy and Finance Committee

Committee for Environmental

Protection and Safety

The Committee for Environmental Protection and
Safety of the Board of Directors of NCKTZ JSCis a
permanent advisory body of the Board of Directors
of NC KTZ J5C, formed to improve the efficiency of
the Board of Directors and improve the corporate
governance system of NC KTZ JSC.

The main task of the Committee is a preliminary
comprehensive study of issues within its competence
and preparation of recommendations for the Board of
Directors to adopt informed and balanced decisions.

The Committee is responsible for issues related to
occupaticnal safety and health, as well as issues related
to the Company’s operation, environmental protection,
traffic safety, and sustainable and innovative
development.

In 201%, the Committee for Environmental Protection
and Safety held & in-person meetings, where 47 issues
were considered.

Composition of the Committee for Environmental Protection and Safety

L Freytag Chalrman of the Commi dent Director

C. Kuhn member of the Committee Independent Director

M.T. Baydauletov member of the Committee representative of the Sole Shareholder's interests
Ye. Zhanadil member of the Committee, representative of the Sole Shareholder's interests
e A Kudabayey member of the Committee Independent Director

Attendance by current members of the Committee in-person meetings of the Strategy

and Finance Committee in 201%

C. Kuhn Chairman of the Committee,Chairman of the Board of Directors

M. Baydauletoy memiber of the Committee representative of the Sole Shareholder's interests
AM. Sathaliyev memiber of the Committee, representative of the Sole Sharsholder's interests
. Boecker memiber of the Committee Independent Director

Attendance by current members of the Committes of in-person meetings of the Committee

for Environmental Protection and Safety in 2019

Commitiee members Meeting attendance
L Freytag eiected 2= 2 member of the Committes on January 8, 2019 14 out of 14
C. Kuhn 13 out of 14
N.T. Baydauletov elected 2 a member of the Committes on January B, 2019 14 out of 14
e Thanadi 7 out of 14
Ye A Kudabayey skected 2x 2 member of the Committes an Jaruary 8, 2019 7 out of 14

| NE Kazakhstan Temir Zholy JSC

Commitiee members Meseting attendance
C. Kuhn & out of &
MN.T. Baydauletow elected as a member of the Committee on anuary B, 2019 & out of &
AM. Satkaliyev slected 2x a member of the Committes an January 8, 2019 3 out of &
K. Boecker elected as 3 member of the Committee on Spetember &, 2019 Joutof3
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Audit Committee

The Audit Committee of the Board of Directors of NC

KTZ J5C i a permanent advisory body of the Board of
Directors of NC KTZ ISC, subordinate to the Board of

Directors and acting within the powers granted to it by
the Board of Directors.

The main task of the Committee is 2 preliminary
comprehensive study of issues within its competence
and preparation of recommendations for the Board of
Directors to adopt informed and balanced decisions.

Composition of the Audit Committee

The Committee is responsible for financial reporting,

external audit, risk management and internal contral,
corporate governance, internal audit, and compliance
functions.

In 2019, the Audit Committee held 12 in-person
meetings, where 117 issues were considered.

Ye.A. Kudabayev ‘Chairman of the Ci ittea,Ind dent Director
L Freytag member of the Committee Independent Director
K. Boecker member of the Committee Independent Director

Attendance by current members of the Committee of in-person meetings

of the Audit Committes in 2019

Committes members Meeting attendance
e A Kudabayev elected a5 a member of the Committes on Jaruary 8, 2019 9 aut of 12
L Freytag elected 2= o member of the C on January 8, 2019 12 out of 12
K. Boecker elected as a member of the C on &, 2019 4outof 4

Interaction of members of the Board
of Directors with the Company

Dring the reporting period, members of the Board of
Diirectors actively participated in events initiated by
the Company.

The members of the Board of Directors continued
working on the Job Matching project related to
conformity assessment of officers for CEO-1 positions
of and key CEO-2 positions for the transition to target
organizational structure of NC KTZ J5C in connection
with which the members of the Board of Directors
participated in the activities of the Job Matching
project, including meetings and interviews with top
managers of the Company.

| NC Kazakhstan Temir Zholy JSC

In 2019, members of the Board of Directors visited a
number of facilities, such as Khorgoz-Eastern Gates
FEZ, the port of Kuryk, the ferry complex [Aktau),
and railway stations [Mur-Sultan), where they got
acquainted with the activities of the company.

Besides, a number of working meetings and meetings
with top managers of the Company were held at the
mitiative of members of the Company's Board of
Directors.

34 }
Management Board

The Management Board is a collegial executive body
of NC KTZ JSC, which is responsible for resolving

all issues of the Company's activities that are not
included in the Law +On Joint-stock Companiess, other
legislative acts of the Republic of Kazakhstan and

the Charter to the competence of other bodies and
officials of the Company.

According to the Charter of MC KTZ JSC, determination
of quantitative composition and terms of powers of the
Management Board, election of Management Board
members and early termination of their powers fall
within the competence of the Board of Directors of NC
KTZ JSC. The Sole Shareholder is responsible for the
namination and early termination of the powers of the
Chairman of the Management Board.

STRUCTURE OF THE MANAGEMENT BOARD

At the end of 2019, the Management Board of NC KTZ J5C

was represented as follows:

» Sauat Mukhametbayevich Mynbayev - Chairman of the Management Board;

+ Kanat Yesmukhanovich Almagambetov - First Deputy Chairman of the Management Board;

= Serik Sakbaldivevich Abdenov - Deputy Chairman of the Management Board

for Corporate Affairs and HR;

= Dair Adilbekovich Kusherov -Deputy Chairman of the Management Board for Finance;

+ Pavel Vladimirovich Sokolov - Deputy Chairman of the Management Board for Logistics;

+ Meyramkul Altynbekovna Duzbayeva - Managing Director for Development;

= Ardak Zhumagulovich Mukushey - Managing Director for Legal Support.
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MEMBER OF THE BOARD OF DIRECTORS,
CHAIRMAN OF THE MANAGEMENT BOARD

Member of the Management Board since 2018.
Year of birth: 1962

Citizenship:
Republic of Kazakhstan

Education:
Lomonosov Moscow State University, Russian Federation,
Candidate of Economic Sciences.

Work Experience:

Started his career in 1989 as a teacher at Alma-Ata Institute
of Mational Ecomonmy.

Senior positions in commercial organizations and the
banking sector.

Over the years, he occupied the posts of Minister of
Finance, Agriculture, Energy and Mineral Resources, Oil

and Gas, Industry and Trade of Kazakhstan; Deputy Head

of the Presidential Administration, Deputy Prime Minister
of Kazakhstan; Chairman of the Management Board of
Kazakhstan Holding for State Assets Management «Samruks
JsC.

2013 - 2018 - Chairman of the Management Board of NC
KazMunayGas JSC.

MNovember 20, 2018 - present - Chairman of the
Management Board of NC KTZ JSC.

State and Industry Awards:

Order of Friendship (Russia, 2004).
Order of Barys, 3rd class (2005).
Order of Barys (2012).

KANAT YESMUKHANOVICH
ALMAGAMBETOV

MEMBER OF THE MANAGEMENT BOARD

Member of the Management Board since 2018.

Year of birth: 1962

Citizenship:
Republic of Kazakhstan

Education:

Almaty Institute of Railway Transport Engineers, major in
Raillway Operations.

Kazakh Academy of Transport and Communications named
after M. Tynyshpaev, major in Economics and Management of
Raillway Transport.

Work Experience:

Fulfilled his carrier from the train compiler to the management
positions of Kazakhstan Temir Zholy RSE.

Ower the years, he held the positions of Director of the
Akmola Department of Transportation Branch of MC KTZ JSC,
Vice-President, President of Kaztemirtrans JSC, Managing
Director for the Transportation Process, Operational Work of
MNC KTZ JSC, Adviser to the President of NC KTZ JSC.

2015 - 2018 - General Director of KAZLOGISTICS Union of
Transport and Logistics Organizations and Associations.
December 4, 2018 - present - Acting First Deputy Chairman
of the Management Board of NC KTZ J5C.

State and Industry Awards:

Honourary badge - Honourary Railway Worker (1999).
Jubilee Medal - Kazakhstan temir zholyna 100 zhyl (2004).
Lapel Badge - Birtutas Kazakh temir zholyna 50 zhyl (2008).
Lapel badge - Dostyk-Alashankou temir zholdarynyn
tuyiskenine 20 zhyls (2010).

Order of Kurmet (2010).
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SERIK SAKBALDIYEVICH
ABDENOV

MEMBER OF THE MAMAGEMENT BOARD

Member of the Management Board since 2018.
Year of birth: 1977

Citizenship:
Republic of Kazakhstan

Education:
Kazakh Institute of Law and International Relations, major in
Law.

Karaganda Economic University of Kazpotrebsoyuz, major in
Economics.

Russian Academy of National Economy under the President
of the Russian Federation, Federal State budgetary
Educational Institution of Higher Professional Education
(MBA).

Work Experience:

Started his career in 1998 as a chief specialist of the Ministry
of Justice of the Republic of Kazakhstan.

Ower the years, he held the positions of Vice-Minister of
Labour and Social Protection of the Republic of Kazakhstan
of the Ministry of Labour and Social Protection of the
Republic of Kazakhstan; Minister of Labour and Social
Protection of the Republic of Kazakhstan; Adviser to the
Chairman of the Management Board:; Managing Director
for Human Resources Management and Rermuneration;
Wice-President for Human Resources Management of NC
KazMunayGas JSC.

November 2018 - present - Deputy Chairman of the
Management Board for Corporate Affairs and HR

of NC KTZ JSC.

State and Industry Awards:

Jubilee Medal - Kazakstan Respublikasy Parlamentine
10 zhyl (2006).

Jubilee Medal - Astananyn 10 zhyldygy (2008).
Order of Parasat (2009).

Certificate of Honour of the Ministry of Health of the
Republic of Kazakhstan (2012).

DAIR ADILBEKOVICH
KUSHEROV

MEMBER OF THE MANAGEMENT BOARD

Member of the Management Board since 2018.
Yaar of birth: 1977

Citizenship:
Republic of Kazakhstan

Education:

Indiana University, Bachelor of Finance.

Kazakh State Academy of Management, major in
International Economics.

‘Work Experience:

Ower the years, he held the positions of Deputy Director,
Director of the Corporate Finance Department of INTERGAS
Central Asia JSC, Financial Director of KazTransOil J5C,
Director of the Corporate Finance Department, Managing
Director for Economics and Finance, Deputy General
Director for Economics and Finance of KazTransGas J5C.
December 2018 - present - Deputy Chairman of the
Management Board for Finance of NC KTZ JSC.

State and Industry Awards:

Jubilee Medal - Kazakhstan Republikasynyn Tauelsizdigine
25 zhyl (2016).

Order of Kurmet (2017)
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PAVEL VLADIMIROVICH
SOKOLOV

MEMBER OF THE MANAGEMENT BOARD

Member of the Management Board since 2019.
Year of birth: 1978

Citizenship:
Russian Federation

Education:

Saint-Petersburg State University of Railway Transport,
major in (railway) transport organization and management,
railway engineer.

Saint Petersburg State University, Marketing Management,
marketer.

Corporate University of Russian Railways JSC, Corporate
Management.

Work Experience:

Over the years, he held the positions of the Deputy Director
of the center for sales and organization of intermodal
transport of TransContainer JSC, General Director of J5C
Russian Railways Logistics, First Deputy General Director of
Movorossiysk Commercial Seaport PISC.

February 2019 - present - Deputy Chairman of the
Management Board for Logistics of NC KTZ JSC.

MEMEBER OF THE MANAGEMENT BOARD

Member of the Management Board since 2019.

Year of birth: 1966

Citizenship:
Republic of Kazakhstan

Education:
Lenin Kazakh Polytechnic Institute.
Satpayev Kazakh Mational Technical University.

Work Experience:

Began her career from the position of master of the main
production of KazZolote ODC in 1987.

Ovwer the years, she held positions of Deputy Chairman

of the State Property and Privatization Committee of the
Ministry of Finance of the Republic of Kazakhstan, Executive
Director of NC KazakhOil JSC and NC KazMunayGas JSC,
Director of the Department of Strategy and Corporate
Governance of Kazakhstan Holding for the Management
of State Assets *Samruk” JSC, the first head of commercial
companies, the Deputy Chairman of the Management
Board - a member of the Management Board of NCE RK
wAtamekens,

2016 - present - member of the Presidium of NCE RK
eAtamekens,

December 2018 - present - Managing Director for
Development of NC KTZ JSC.

State and Industry Awards:

Letter of Gratitude from President of the Republic of
Kazakhstan M. Nazarbayev (2001).

Jubilee medal - 10 years of the Constitution of the Republic
of Kazakhstan (2005).

Order of Kurmet of the Republic of Kazakhstan (2012).
Medals of the Ministry of Industry and Infrastructure
Development of the Republic of Kazakhstan, NCE RK
Atameken, and Kazenergy, AGMP, KazAPO and other
industry associations.
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ARDAK ZHUMAGULOVICH
MUKUSHOV

MEMBER OF THE MANAGEMENT BOARD

Member of the Management Board since 2018.

Year of birth: 1978

Citizenship:
Republic of Kazakhstan

Education:

Gumilyov Eurasian University, major in Law and Methods of
Legal Education.

Kazakh Economic University named after T. Ryskulov, major in
Economics.

Work Experience:

He started his career working in the internal affairs bodies of
the Astana Police Department, held various positions in the
Ministry of Energy and Mineral Resources of the Republic

of Kazakhstan, as well as the Ministry of Oil and Gas of the
Republic of Kazakhstan.

Since 2014, he held senior positions in NC KazMunayGas JSC.
Since November 30, 2018, he held the positions of the Director
of the Department of Legal Support and Judicial and Claim
Work, Deputy Chairman of the Board for Legal Affairs of

MNC KTZ JSC.

February 25, 2019 - present - Managing Director for Legal
Support of NC KTZ J5C.

State and Industry Awards:
Certificate of Appreciation of the Minister of Energy and
Mineral Resources of the Republic of Kazakhstan (2008).
Jubilee Medal - Kazakhstan Respublikasymyn tavelcizdigine
20 zhyl (2011).

Jubilee Medal of the Ministry of Energy of the Republic of
‘Kﬂﬁdﬁﬂﬂmﬁl - Kazakhstan Republikasy kubyr koligine 80 zhyl

ACTIVITIES OF THE MANAGEMENT

BOARD IN 2019

In 201%, 47 meetings of the Management Board of
NC KTZ J5C were held, including one in absentia.
Decisions on 360 issues were considered and

adopted.

Dwring the reporting period, the Company's
Management Board considered issues related to
the Company's operating activities, implementation
of the development strategy, decisions of the Sole
Shareholder and the Board of Directors of NC

KTZ ISC.

As a result of consideration of issues by the Company's
Management Board, 72 issues were submitted to

the Board of Directors for consideration, 2 issues on
conclusion major transactions were submitted to the
Board of Directors for consideration after the decision
of the Company’s Management Board, and 1 issue on
the conclusion of a transaction in which the Company
has interests was also submitted to the Board

of Directors.

COMMITTEES UNDER

Besides, in 2019, the Management Board approved 3%
internal decuments, as well as reports approved by the
Management Board's decision and sent 25 documents
to the Board of Directors for consideration including:

¥ Report on the Implementation of the Action Plan to
improve corporate govemnance of NC KTZ 15C for
2018-2020 based on the results of 2018;

»  Current status of the implementation
aof the Business Transformation Program of
INC KTZ JSC and the Roadmap for the Implementation
of the Business Transformation Program of NC KTZ
JSC for 2019-2021;

“  Report on the state of comprehensive safety
and labour protection in NC KTZ J5C at the
end of 2018;

#  Annual financial statements of NC KTZ J5C
for 2018.

THE MANAGEMENT BOARD

In erder to improve the effectiveness of the
Management Board's decisions, there are

Activities of the Management Board Committees in 2019

five committees: - [r—

* Risk Committee; Meeting® | considered
Risk Committee 5 14

+  Development Committee; De-.-elc.;pment 8 15
Committee

© Investment Committee; Investment Committee 22 86

= Budget Committee; Budget Committee 21 48
Credit Committee 12 14

* Credit Committee.

The activities of the Management Board
committees are regulated by the relevant
regulations on them.

In 201%, 48 meetings of the Management Board Committees
were held, where 17% issues were considered and discussed
within the competence of each Committee.
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Risk Committee

The purpose of the Committee is to facilitate the
effective performance of the functions of the

Company's Management Board in the field of corporate
risk management. The Committee ensures the reliability

and effectiveness of the risk management system,
as weell as coordinates the activities and provides

methodological support on internal control and business

continuity issues of the Compary.
Main functions of the Committee:

w  approval of the risk register, risk map, risk matric and
controls, and the Company’s risk appetite;

= coordination of the Company's key risk indicators and

tolerance levels for key risk indicators;

»  review and analysis of the results of monitoring and
evaluating the effectiveness of the Company’s risk

management, intermal control, and business continuity

systems, as well as the development of proposals for
their mprovement; etc.

Investment Committee

Development
Committee

The purpose of the Committee is to assist the
Company's Management Board in making decisions
in the field of strategic management in the Company
and its subsidiaries.

Main functions of the Committee:
“  review and approval of the Development Strategy

and strategic directions of the Company and its
subsidiaries;

= review and approval of changes and additions to
the Company’s Development Strategy;

= development of recommendations on mechanisms
for implementing the Company's Development
Strategy;

= review and approval of plans to improve strategic
management in the Company’s subsidiaries; etc.

The purpose of the Committee is to consider issues related to improving the efficiency of the investment activities

of NC KTZ J5C and its subsidiaries.

Main functions of the Committee:

= making decisions related to the implementation
of a certain stage of the investment project, the

transition to the implementation of the next stage of

the project;

= review and development of recommendations on
sources and conditions for financing investment
projects;
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= consideration of investment projects implemented
on the basis of instructions of the President of the
Republic of Kazakhstan, the Government of the
Republic of Kazakhstan or the decision of the Fund:

= consideration of issues related to the acquisition
of participation shares (blocks of shares) in the
authorized capital of kegal entities and the creation
of new legal entities within the framework of
investment projects; ete.

Budget Committee

The purpose of the Committee is to harmonize long-term, medium-term and current budget planning in NC KTZ
JSC and its subsidiaries, mprove the efficiency of the Company through the budget planning mechanism, monitar
the execution of revenue and expenditure parts of the budgets of NC KTZ J5C and its subsidiaries, analyze the
compliance of budgets with the financial strategy and monitor the implementation of the Company's Capital
Investrment Plan.

IMain functions of the Committee:

review and approval of the production program of
MC KTZ J5C and its subsidiaries;

monitoring the compliance of the indicators of the
first five years of the production program with the
approved Development Plan of NC KTZ 15C in the
case of procurement planning:

review, approval, and submission of adjustments
to the Group's and the Company's budgets to the
Company’s Management Board for approval as part
of the Company's Development Plan;

Credit Committee

The purpose of the Credit Committee is to provide recommendations to the Company’s Management
Board for making decisions on issues related to providing financial assistance, credit (loan), and issuing

®  review and approval of budgets, production

programs of the Company's subsidiaries and
their adjustments in the current year within the
budget of the Group approved by the Company's
Management Board;

review and approval of budgets, production
programs of the Company's structural divisions
that are administrators of budget programs, and
their adjustments in the current year within the
limits of the Company's budget approved by the
Management Board; etc.

guarantees.

Main functions of the Committee:

» consideration of applcations for ~ »  development of ©  preliminary determination of the
credit (loan), financial assistance, recommendations to the conditions for granting credit
and applications for issuing Company's Management Board {loan), financial assistance, and
guarantees; on providing credit (loan), determining the conditions for

financial assistance, and issuing issuing guarantees; etc.
pguarantees;
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Remuneration
of Company Officials

GRI 102-35, 102-36

Remuneration to members of the Management Board
of NC KTZ J5C based on the results of work for the
year is paid in accordance with the Regulation on
Remuneration and Bonuses for senior employees,
employees of the Corporate Ombudsman's office,
employees of the Corporate Secretary's Office, Internal
Audit Department, and Compliance Service, approved
by the Decision of the Board of Directors of JSC NC
KTZ as of July 12, 2017 (Minutes No. 5).

The above Regulations are based on the following
principles:

» relationship of remuneration to the performance
of tasks that meet the interests of NC KTZ J5C
and its Sole Shareholder;

» dependence of the remuneration amount
on the performance of NC KTZ J5C and the
performance of employees.

35
Managing

The decision to pay remuneration to senior
employees shall be made by the Board of Directors
of NC KTZ JSC.

The procedure for establishing remuneration

to members of the Board of Directors shall be
provided for by the Regulations on the Formation
of the Board of Directors of Samruk-Kazyna J5C,
approved by the Decision of the Management
Board of Samruk-Kazyna J5C as of September 24,
2014 (Minutes Mo. 35/14).

Representatives of the Sole Shareholder and the
Chairman of the Management Board do not receive
remuneration in the Board of Directors.

In accordance with the Company's Charter, Codes of Corporate
Governance and Business Ethics, the Board of Directors has developed

of Interest

The purpose of the policy is to prevent, promptly disclose, and resolve

conflicts of interest.

GRI 102-25

There are no actual or potential conflicts of inberest between the
obligations that members of the Board of Directors or the Management
Board have to the Company and the private interests or other
responsibilities of such a member.
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Activities of the Corporate

secretary'’s office

In accordance with the Regulations on the Corpoarate
Secretary, the position of Corporate Secretary is
introduced in order to ensure that the Company's bodies
and officials comply with the rules and procedures of
carporate governance that guarantee the rights and
interests of the Company's Sole Shareholder.

The Corporate Secretary is subordinate to the
Company's Board of Directors and is independent of the

Company's executive body.

To ensure that the Corporate Secretary performs

its functions, the Company has created a Corporate
Secretary's Office. The Office is a structural division of
the Compary.

Corporate
governance code

The Comporate Governance Code of NC KTZ 15C
{hereinafter referred to as the Code) was approved by
the Decision of the management Management Board of
Samiruk-Kazyna ISC as of May 27,

2015 (Minurtes Mo, 22/15).

The Code was developed in accordance with the
legislation of the Republic of Kazakhstan, internal
documents of Samruk-Kazyna JSC, taking into

account the developing corporate governance
practices in Kazakhstan and the world, and the Fund’s
Transformation Program, approved by the decision of
the Board of Directors of the Fund as of September 17,
2014 Minutes No. 113). The provisions of this Code are
applied taking into account the specifics provided for by
the legislation of the Republic of Kazakhstan.

The goals of the Code are to improve corporate
governance in the Fund and its organizations, ensure
transparency of management, and confirm the
commitmient of the Fund and its organizations to follow
the standards of good corporate governance.

In 2019, the Corporate Secretary's Office provided
organizational preparation for 15 in-person meetings
and & in absentia meetings of the Board of Directors
and 46 meetings of the Board of Directors' committees.

Dwring the reporting period, the Corporate Secretary
and employees of the office of the Corporate
Secretary provided a wide range of tasks and
functions stipulated by the internal documents of
NC KTZ J5C, including tasks to ensure the effective
operation of the Board of Directors, as well as clear
and effective communication between the Board of
Diirectors, Sole Shareholder, and management of NC
KTZ J5C.

INFORMATION ON COMPLIANCE OF CORPORATE
GOVERNANCE PRACTICES WITH THE PRINCIPLES
OF THE CORPORATE GOVERNANCE CODE

The Board of Directors of NC KTZ J5C is responsible
for monitoring the implementation of the provisions of
the Code.

In accordance with the provisions of the Code, the
Office of the Corporate Secretary of NC KTZ JSC
developed a Report on compliance/non-compliance
with the principles and provisions of the Corporate
Governance Code. The report was approved by the
Decision of the Board of Directors of NC KTZ JSC as of
May &, 2020 (Minutes Na.7).

According to the results of the analysis in practice, the
Company complies with 76% of the provisions of the
Code, other 13% of all Code provisions are partially
complied with, 3% of the provisions are not complied
with, and 8% of the provisions of the Code are not
applicable to the Company.
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Information on the activities
of the internal audit department

The Internal Audit Department is a body of NC
KTZ J5C that monitors the financial and economic
activities of the Group of Companies of NC KTZ
JSC, assesses in the field of internal control, risk
management, execution of documents in the field
of corporate governance and consulting in order to
improve the activities of the Group of Companies
of NC KTZ JSC.

The Department is directly subordinate to the
Board of Directors of NC KTZ JSC and reports to it
on its work. The Department is supervised by the
Audit Committee.

The Department operates in accordance with the
Regulations on the Internal Audit Department of
MC KTZ J5C, approved by the decision of the Board
of Directors of NC KTZ J5C as of May 3, 2018
[Minutes No. 2), in compliance with the mandatory
International Professional Practices Framewark
(IPPF) for internal audit.

In 2019, the Internal Audit Department completed
all 18 audit engagements, covering 1% audit objects
provided for in the Annual audit plan for 2019,
approved by the decision of the Board of Directors
of NC KTZ JSC as of October 24, 2018 (Minutes
No. 7).

The audit covered such key business processes

as investment activities, purchasing activities,
safety of fixed assets and inventory, accounts
receivable management, information technology
and information security, diagnostics of corporate
governance of NC KTZ J5C, assessment of the
effectiveness of the corporate risk management
system and internal control system, and audit of
business transformation of NC KTZ JSC.

Thus, the resources of the Internal Audit

Department were focused on those business
processes and activities of NC KTZ J5C and its
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subsidiaries that are characterized by risks with
high and medium significance according to the Risk
Register and Risk Map of NC KTZ J5SC. Business
processes that are not covered by the Risk Map
[factor-risk exposure) and with low risk significance
were also audited to confirm the adequacy of the
rating criteria and the correctness of determining
the risk group, as well as to ensure comprehensive
audit coverage.

Based on the results of the audit engagements
performed, the Internal Audit Department issued
appropriate recommendations and ensured that
the audit objects adopted corrective action
plans, which are monitored by the Internal Audit
Department on a quarterly basis.

The Internal Audit Department constantly conducts
methodological work to further improve its
activities, including the regulation on the Internal
Audit Department of NC KTZ JSC (in 2 new version)
developed and approved by the Board of Directors
of NC KTZ J5SC with the inclusion of requirements
for the Internal Audit Department to perform

its activities in compliance with the mandatory
International Professional Practices Framework

for internal audit. The functions for auditing
information technology and information security,
advisory services, interaction with the external
auditor of NC KTZ J5C, and other internal and
external parties providing guarantees and advice
were also extended.

In the reporting year, employees of the Internal
Audit Department took advanced training and
certification courses in the areas of internal audit
and control, accounting, IFRS, management basics,
and information technology.

The results of the Internal Audit Department are
submitted to the Board of Directors of NC KTZ JSC
on a quarterly basis.

10}
Corporate ethics

GRI 102-14

In 2019, in order to form and maintain ethical standards
and norms in the Company, the Board of Directors
approved the new Code of Ethics and Conduct of NC
KTZ JSC and its subsidiaries (Minutes No. 14).

The Code of Ethics and Conduct is aimed at
improving the corporate culture and provides for the
principles of conducting an open and honest business,
standards, and norms of ethics and behavior based on
the declared values, as well as the Company’s mission

The provisions of the Code apply to all officials and
employees of NC KTZ JSC and its subsidiaries, regardless
of their position.

Business partners, customers, suppliers, and other third
parties who interact with or represent the Company must
adhere to the provisions of the Code.

The Code is an open document and is available
for review by interested parties on the Company's

and strategy.

corparate website (www_railways kz).

THE CODE DEFINES THE FOLLOWING FUNDAMENTAL CORPORATE VALUES THAT SHAPE
THE COMPANY'S OPERATIONS:

SECURITY

LEADERSHIP

AMBITIONS

RESPONSIBILITY

I order to ensure compliance with the requirements The Compa

We are responsible for the life, health, and safety of each of our employees,
rs, and cargo. This is our top priority. Even the smallest mistake can have

It is important for us towaork together because we are part of a unified system that
works for the benefit of each of our chients and the country 2= a whole. We pass on

the knowledge and experience accumulated over the years to the nexd generstion. We
respect and value everyone, regardless of their job level, profession, or personal interest.

We meet all difficulties and challenges with dignity, persistently overcome any
obstacles on owr way because we know that the well-being of our dients depends
on us, whose interests and needs are our main priority.

We devote our entire life to the industry, as we deliver critical goods for the
population, connect cities and states, and work even in the most remote regions of
the country. We are proud of our profession and the fact that our grandfathers and
fathers worked on the railway.

We provide quality services for all our clients because we are the flagship in the
transport services market. We achieve results even in the most difficult situations
because we are professionals in our field and rely on experience and rich history.

ny's Compliance Service informs the

of the Code of Business Ethics, regular monitoringand ~ Company's Board of Directors on a quarterly basis
wverification of knowledge of the provisions of the Code  about the Code's compliance practices.

is being implemented.
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MECHANISMS FOR PROVIDING
CONSULTATIONS ON ETHICS

GRI102-17

The Company has developed mechanisms through
which employees and others can seek advice on
corporate ethics and/or report actual and alleged
wviolations of corporate ethics, human rights, unequal
conditions of employment and labour, theft, corruption
violations committed by employees or officials of

the Company, and threats to health, safety, and the
environment.

Employees of the Company should
for these i

their direct senior manager;
head of the Compliance Service of NC KTZ J5C;

shot lines by phone 8-800-080-19-94, e-mail
address sk hotline@deloitte.kz or leaving a
message on the site www.sk.deloitte-hotline.com;

Office of the Ombudsman of MC KTZ J5C
{ombudsman@raihways.kz either by phone +7
(7172) &0-40-31) or the Ombudsman of Samruk-
Kazyna JSC jombudsman@csce.kz) {on issues of
violation of labour rights);

Appeals via communication channels in 2019.

Requests
reviewed

@ Hotline @ Ombudsman
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For other interested persons, requests
are accepted through:

shot lines by phone 8-800-080-17-94, e-mail
address sk.hotline@deloitte.kz or leaving a
message on the site www.sk.deloitte-hotline.com;

The hotline is a confidential information channel
and is administered by an independent provider.

In addition, the Company's management provides
personal reception for individuals and representatives
of legal entities in accordance with the reception
schedule.

More detailed information about the schedule

and procedure of receptions can be found on the
Company's corporate website www.railways.kz, in the
Contacts section.

In 2019, 149 complaints were received through the
information channels, 77 of them to the hotline, and
92 to the Ombudsman.

The Company's management met with 37 individuals
and legal entities.

85 85
18 16
2 1
Requests rejected Proved true facts Reguests for which
for consideration of appeals decisions were

made

Corporate Ombudsman

GRI £12-2

During the reporting period, the office of the
Corporate Ombudsman of

NC KTZ 15C received oral and written requests
from 92 persons, 88 of them in the field of labour
relations, including social and housing issues arising
from labour relations and corporate ethics.

All received requests were reviewed, and a positive
decision was made on 81 of them, which was
BE.1%.

Labour Disputes

The Company and its subsidiaries have conciliation
commissions. Conciliation commissions consider
individual labour disputes between an employee
and an employer before applying to the judicial

o

Received requests in 2018 and 2019 were
reviewed in the corresponding years, there were no
transitional balances for the reporting period.

In order to prevent conflict situations, work is
carried out to study and identify factors that
provoke in the field of employee-Company and
client-Company, consulting and explaining the
current legislation.

In 2019, meetings were held with the Company's
teams and subsidiaries; seminars and lectures
attended by more than 200 people were held.

As of the end of 2019, the number of conciliation
commissions in the Company's group was 110.

The number of labour disputes considered by the
Commissicns was 118 (95 in 2018}, of which 40 were
satisfied, and 8 were sent to the court for consideration.
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i1

Risk management
and internal control

NC KTZ J5C is aware of the importance of risk
management as a key component of the corporate
governance system of the Company and its
subsidiaries, aimed at timely identification and
taking measures to reduce the level of risks that may
negatively affect its value and reputation.

The implementation of the corporate risk
management system in the Company is carried out as
part of the implementation of the recommendations
of Samruk-Kazyna J5C in accordance with the COS0
{Committee of Sponscring Organizations of the
Treadway Commission) model.

NC KTZ J5C has a structural unit responsible for risk
management and internal control, which organizes
the functioning of the risk management system,
ensures the development and updating of local
regulations in the field of risk management and
internal control, provides methodological support
to other structural units in terms of identifying and
assessing risks, and provides recommendations. The
structural division for risk management and internal
control subordinates directly to the Chairman of the
Management Board of NC KTZ J5C.

There is the Risk Committee under the Management
Board of NC KTZ J5C, which holds meetings on a
regular basis.

In 2019, the Company's Risk Committee,
Management Board, and Board of Directors
continued their work to further improve the
corporate risk management system and bring it in line
with the best global practices.

The priority of NC KTZ J5C is to introduce elements
of risk management and internal control in existing
business processes, as well as to develop a culture of
risk management.

Sustainable
Development

NC KTZ JSC provides uninterrupted and high-quality
transportation services developing transport and
logistics infrastructure and high-speed passenger traffic
and implementing the transit and export potential

of Kazakhstan, and contributes to the sustainable
development of the national economy and society.

The company is the largest employer in Kazakhstan:
about 0.8% of the population of the Republic of
Kazakhstan is employed in organizations of the NC
KTZ J5C group.

The scale of the Company’s activities has a significant
impact on all aspects of the country's socio-economic
development, and the multiplicity of stakeholders
imposes a huge responsibility on NC KTZ J5C.

Understanding and realizing the possible consequences
of decisions taken today, the Company focuses on
achieving a balance of economic, environmental, and
social components of development, guided by the
principles of sustainable development.

In its activities, NC KTZ JSC strives to:

ensure the growth of the national economy by
developing the transit and export potential of
Kazakhstan;

improve the living conditions of the population
of Kazakhstan by creating new jobs, reducing
the transport component, increasing the mobility
of the population and implementing charitable
projects;

create the most favorable conditions for the life
and work of its employees, providing them with a
full esocial packages and the opportunity to train
and improve professional skills;

ensure traffic safety and labour protection;
minimize the negative impact on the environment

by introducing new technologies and modern
rolling stock, developing railway transportation.

In addition, the Company, when interacting with suppliers when purchasing goods, works, and services, obliges
suppliers to perform the necessary measures and comply with the regulatory legal acts of the Republic of
Kazakhstan on safety, fire safety, labour protection, and ecology.
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Risk management
and internal control

HMC KTZ J5C is aware of the importance of risk
management as a key component of the corporate
governance system of the Company and its
subsidiaries, aimed at timely identification and
taking measures to reduce the level of risks that may
negatively affect its value and reputation.

The implementation of the corporate risk
management system in the Company is carried out as
part of the implementation of the recommendations
of Samruk-Kazyna J5C in accordance with the COS0
(Committee of Sponsoring Organizations of the
Treadway Commission) model.

NC KTZ JSC has a structural unit respansible for risk
management and internal control, which organizes
the functioning of the risk management system,
ensures the development and updating of local
regulations in the field of risk management and
internal control, provides methodological support
to other structural units in terms of identifying and
assessing risks, and provides recommendations. The
structural division for risk management and internal
control subordinates directly to the Chairman of the
Management Board of NC KTZ JSC.

There is the Risk Committee under the Management
Board of HC KTZ J5C, which holds meetings on a
regular basis.

In 2019, the Company's Risk Committee,
Management Board, and Board of Directors
continued their work to further improve the
corporate risk management system and bring it in line
with the best global practices.

The priority of NC KTZ JSC is to introduce elements
of risk management and internal contral in existing
business processes, as well as to develop a culture of
risk management.

Sustainable
Development

NC KTZ J5C provides uninterrupted and high-quality
transportation services developing transport and
logistics infrastructure and high-speed passenger traffic
and implementing the transit and export potential

of Kazakhstan, and contributes to the sustainable
development of the national economy and society.

The company is the largest employer in Kazakhstan:
about 0.8% of the population of the Republic of
Kazakhstan is employed in organizations of the NC
KTZ J5C group.

The scale of the Company's activities has a significant
impact on all aspects of the country’s socio-economic
development, and the multiplicity of stakeholders
impases a huge responsibility on NC KTZ J5C.

Understanding and realizing the possible consequences
of decisions taken today, the Company focuses on
achieving a balance of economic, environmental, and
social components of development, guided by the
principles of sustainable development.

In its activities, NC KTZ JSC strives to:

= ensure the growth of the national economy by
developing the transit and export potential of
Karakhstan;

~  improve the living conditions of the population
of Kazakhstan by creating new jobs, reducing
the transport component, increasing the mobility
of the population and implementing charitable
projects;

# create the most favorable conditions for the life
and work of its employees, providing them with a
full esocial packages and the opportunity to train
and improve professional skills;

= ensure traffic safety and labour protection;
& minimize the negative impact on the environment

by introducing new technologies and modern
rolling stock, developing railway transportation.

In addition, the Company, when interacting with suppliers when purchasing goods, works, and services, obliges
suppliers to perform the necessary measures and comply with the regulatory legal acts of the Republic of
Kazakhstan on safety, fire safety, labour protection, and ecology.
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Social Responsibility

Environmental Responsibility

Sustainable economic
development

CREATED AND DISTRIBUTED DIRECT
ECONOMICVALUE

201-1

Created and distributed direct economic value between 2017 and 2019,

- . Changes Changes

Mdicatons 2019 9018/2017,% 2019/2018, %
EBITDA, billion tenge 2120 2491 3139 18 26
Income from Main Activities,
billion tenge 9131 10442 11391 144 9
Cost of Sales,
billion terge 7213 B18.4 8724 135 &4
Operating Profit,
billian benge 1051 1280 170,1 22 33
MNet profit for the year, R
billion tenge 121 84,5 703
EBITDA margin, % 23.0% 23.7% 27.1% 3 14
Operating efficiency .
[ revenue les), % 79% 78% TT% 13 13

Expenses for current activites from 2017 to 2015,

ECONOMIC IMPACT IN THE REGIONS
OF COMPANY OPERATION

GRI 102-15, 102-29, 203-1, 207-1
The Company has direct and indirect economic impact on the regions where it operates.
The Company’s impacts, which are determined by the number of jobs, taxes paid, employee wages and
development, investments, environmental impacts, and other direct investments are direct economic impacts.
- -
Customer Satisfaction

In order to reveal problematic areas of customer interaction and taking necessary measures to improve them the
Company’s subsidiaries regularly make the customer satisfaction assessments,

‘Customer satisfaction level of «KTZ-Freight Transportations 15C, Kartemirtrans JSC, and KTZ Express JSC In the period
from 2018 to 2019,

«KTZ-Freight Transportations J5C ( J5 Kaztemirtra

Tax Deductions

The amount of taxes and other mandatory payments paid by the Company to the budget of the Republic
of Kazakhstan in the reporting year amounted to 50,408 million tenge.

Taxes and other mandatory payments to the budget of the Republic of Kazakhstan for 201% by reglon, thousand tenge.

- . , - Changes Changes

Wdicators : 019 g018/2017,% 2019/2018, %
Total revenue, million tenge 9131 10442 11391 14,4 g
cargo transportation,
billion 7494 8420 957.2 133 127
passenger transportation,
hillion 812 842 848 37 07
subsidies, billion tenge 205 208 314 1 51
ather, billion tenge 12 50,2 45,8 47.4 .27
Oyperating expenses, billion tenge 10400 12313 12531 18 2
Wages and other payments,
billian 2770 3040 3225 10 &
EBITDA, billion tenge 2120 2491 3139 3 26

| NC Kazakhstan Temir Zholy JSC

Regions of Company Operation Total, thousand tenge Share, %
TOTAL 50 608 602 100
Mur-Sultan 20 718 944 409
Shymbkent 973785 19
Akmola Region 2977 284 59
Aktobe Region 3984 614 7.9
Almaty Region 3533376 70
Karaganda Region 5186492 10,2
Zhambryl Region 1944 563 a9
West Kazakhstan Region 215 964 04
East Kazakhstan Region 1448 776 33
Morth Karakhstan Region 298093 0.6
Atyrau Region 1230132 24
Pavlodar Region 1470 282 33
Kyzylorda Region 1627091 32
Turkestan Region 192017 04
Mangystau Region 2 747 761 5.4
Kostanay Region 14639 424 32
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Social Support

Expenses for social support of the Company's
employees during the reporting period amounted
to 10.8 billion tenge (10.3 billion tenge in 2018 },
including expenses for professional and advanced
training, health resort rehabilitation of employees
and pensioners, healthy lifestyle and sports
development among employees, and others.

Provision of drinking water

Expenses for social support of employess for the period from

2017 te 2017, million tenge.
7184
G674 .
2016 2017

10329 10 752
2018 2019

There is no access to clean drinking water at certain stations and sidings that are served by employees of NC KTZ JSC.

living in these regions.

In the reparting year, 14,954 people were provided with dlean drinking water.

The number of people provided with transported water by MC KTZ J5C by reglon, people.

Regions

Total, people

| NC Kazakhstan Temir Zholy JSC

INDIRECT ECONOMIC IMPACTS

In the reporting year, NC KTZ J5C approved the
Methods of the Indirect Economic Impact of the
Company on the regions of Company operation.
This method is aimed at identifying and studying the
indirect impact of the Company on the regions of

its operation, as well as the ability to demonstrate
the specific economic and social benefits of the
Company's operation to the population.

Through purchasing and spending of employees,
the Company significantly affects other sectors and
industries in the country. The Company creates

a certain number of additional jobs in contractor

companies, which allows them to generate income
and wages for their employees, as well as additional
tax revenues to the country's budget.

By providing jobs, paying wages, and providing
a social package to its employees, the Company
has an indirect econemic impact on their family
members.

The total number of family members of employees
of the Company and its subsidiaries is 230,724,
including 149,010 children under the age of
majority.

MNumber of family members of employees of MC KTZ ISC for the reporting year, people.

children under the age of

Regions family members, people majority, people

TOTAL 230726 149010
Republic of Kazakhstan 229 707 144327
Mur-Suftan 19 859 14511
Almaty 17 611 10343
Shymkent 4877 3032
Akmola Region 10 605 6915
Aktobe Region 21709 15278
Almaty Region 11950 7304
Karaganda Region 22 894 13837
Zhambyl Region 18707 12855
West Kazakhstan Region 1505 875
East Kazakhstan Region 11 488 7432
North Kazakhstan Region 1807 e
Atyrou Region 15391 7 a9
Paviodar Region 15 874 8347
Kyzylorda Region 13957 8547
Turkestan Region 13836 10168
Margystau Region 14 426 8517

Regian 12 621 7538
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PROCUREMENT PRACTICE

GRI 102-%, 204-1

‘When camrying out procurement activities, the
Company is guided by the Procurement Management
Policy and Regulations on Procurement of Goods,
‘Works, and services of Samruk-Kazyna 5C and
organizations, fifty percent or more of the voting
shares (participation interests) of which directly or
indirectly belong to Samruk-Kazyna JSC on the right of
owmership or trust management.

All information on procurement performed by NC
KTZ JSC is published on the corporate website of the
Company www.railways.kz, as well as on a specialized
purchasing portal www.zakup sk kz and is available

to all potential suppliers. The e-procurement system
has significantly improved the efficiency of the
procuremnent process and made it more transparent.

In the reporting year, purchases were made in the
amount of 514 billion tenge.

Purchases of MC KTZ JSC In the perlod from 2017 © 2019, billlon tenge.
&69

465

191

| 10

337

264

B

2017 2018 2019

. Price offers

% Open source

. One source

The share of local content In purchases of goods, works, and services in the period from 2017 to 201%.

Indicators

Actual share of local
content in purchases
of goods, warks,

and services, %

Changes Changes 2019/2018,
2018/2017, % %

Purchases of MC KTZ J5C In the period from 2017 to 201% by reglon, millon tenge.

| NC Kazakhstan Temir Zholy JSC

Amou

Local contract

Content, million

tenge
Grand total, million tenge 870133 B84 471827 7 614 345 79
Republic of Kazakhstan 857 411 84 661049 79 575743 79
Mur-Sultan 665 907 92 513 505 a5 429 305 8é
Almaty 124 443 &0 &0 328 56 &0 162 78
Shymbkent 2629 51 2819 65 4934 70
Akmola 5046 46 7 662 48 & 260 75
Aktobe 4 499 78 4 618 79 4435 79
Almaty 4 495 81 7931 74 7703 85
Atyrau 13233 &6 5243 73 2223 83
East Kazakhstan 4283 58 5627 43 7412 73
Zhambyl 2005 55 2 460 45 3190 78
‘West Kazakhstan 1173 80 P56 74 518 71
Karaganda 10523 57 20091 70 24 799 &5
Kostanay 2129 81 2403 86 1984 72
Kyzylarda 999 B89 1496 B7 1511 B3
Mangystau 2419 90 3454 a3 4083 a7
Pavlodar 5754 &7 11 355 [ 12235 &7
Morth Kazakhstan & 8B4 B84 10002 &0 2971 62
Turkestan 69 78 1100 &9 2018 &1
Non-residents 12722 40 10778 1! 38 602 2
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ANTI-CORRUPTION

GRI 205-1, 205-2, 205-3

The Company is guided by the principle of
intolerance to corruption in its activities. In
accordance with the Company's Charter, the
Company has established and operates a Compliance
Service to ensure compliance with regulatory
requirements on anti-corruption issues, as well as
to implement mechanisms to prevent corruption
risks in accordance with the anti-corruption
legislation of the Republic of Kazakhstan and the
best international anti-corruption practices of
the Organization for Economic Cooperation and
Development.

In 2019, in order to minimize corruption risks, the
Company implemented the following measures,
taking into account the principles of transparency,
openness, and digitalization.

In the field of HR.

In the reporting year, the process of search, selection
and assesment of the personnel was centralized on
the basis of the branch of KTZ NC J5C - Center for
the Assessment and Development of Rail Transport
Personnel.

According to the procedure of search and selection
of the personnel, in 2019 1104 people were
employed in the specialty, 705 of which are external
candidates.

In the field of procurement.

In 2019, special purchasing offices equipped with
audio and video fixation were organized in all
branches and subsidiaries of the Company. In the
offices, employees of the Company are obliged to
negotiate with potential suppliers on procurement
issues, including the consideration of complaints
and appeals of potential suppliers, and the final
discussion of the content of the developed technical
specifications.

In the field of service provision.

In order to prevent abuse by persons engaged in
passenger tickets resale, amendments were made to

| NC Kazakhstan Temir Zholy JSC

the Transportation Rules aimed at automating some
business processes. Detailed information is provided
in the passenger transportation market subsection.
We are actively working to explain and promote the
electronic purchase of tickets and services, use of
baggage and cargo transportation services through
baggage offices and mailings in the media and social
networks.

A mobile monitoring group has been set up to
maonitor compliance with the Transportation Rules
and to exclude cases of domestic corruption in
passenger transport.

The process of managing freight cars was switched
to paperless technology. ACS for CCW is aimed

at improving the efficiency and quality of work on
servicing shippers and consignees, as it provides
for the automation of transport planning processes,
registration of transport documents, payment

for cargo transportation, electronic preliminary
information, and interaction of railway information
systems with border states.

Currently, the percentage of electronic transport
documents processed using paperless technology
in domestic transport is 90%. The transition to
paperless control technology for freight cars
allowed ws to get rid of numerous approvals and
unproductive losses, as well as increased efficiency
and effectiveness. “Customer's personal account for
settlements for freight transportation”, provided in
the ASU DKR, allows you to track the movement of
money on a single personal account of the dient /
payer.

As part of the implementation of the railcar
management and dispatching system, including
through the use of IT tools in freight transport, a
lease agreement for the automated control system
STZh-Complex was signed. The system allows
managing the following processes: accounting and
maintaining contracts for cargo transportation with
clients and agents, analyzing the performance of car
fleets, accounting for car downtime, building trips
due to the presence of an interactive map of car
traffic, etc.

General Anti-Corruption Measures and Control
Procedures, The Company has approved and published
the following internal documents on anti-corruption
issues in the public domain:

* Anti-corruption policy;
“  Confidential information palicy;
= Code of Ethics and Conduct.

There is a «hotlines operated by an independent
provider, through which employees and third
parties can report any actual or alleged violations.
Banners for the hotline are placed on the
Company's websites and administrative buildings.
The Compliance Service records all incoming
messages via the shotlines, as well as ensures their
consideration and providing feedback to applicants;

All concluded agreements and transactions include
an anti-corruption clause, including the right of the
Company to terminate the transaction unilaterally
in case of detection of corruption on the part of
the counterparty. In addition, NC KTZ JSC has
adopted Rules for the Verification of Civil and Legal
Saolvency and Business Reputation of Potential
Counterparties.

In order to form the principle of zero tolerance for
any manifestations of corruption in the Company,
the Company's management regularly holds
meetings with employees of the Company and its
subsidiariess with the invitation of law enforcement
officials. Thus, since the beginning of 2019, more

than 7 meetings have been held in teams both in
the corporate center of the Company and in regional
divisions.

In addition, special attention was paid to training
activities aimed at countering corruption, ethics, and
conduct:

“ the Company's Complaince - service trained 104
car attendants, 25 station attendants, 20 foremen
and site managers, 24 employees of the mobile
manitoring group and newly accepted employees of
the Central Office of NC KTZ JSC were trained as
part of the adaptation course;

» based on the results of the consideration of
messages received via the hotline, preventive
measures were taken at KTZ Express 15C,
Kaztemirtrans JSC, and also the branches of the
Company.

In general, in the reporting year, the number of
confirmed events of a corrupt nature amounted to
2, including fraudulent actions and abuse of official
authority - 1, and also theft - 1. In total - 3 events.

Based on the results of official investigations, a
recommendation was issued to send materials to Law
enforcement agencies for making a procedural decision
against 1 employee. Disciplinary measures were
applied by terminating the employment contract with
1 employee, and 5 employees were reprimanded in
accordance with the labour legislation of the Republic
of Kazakhstan.
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Social
responsibility

The Company is the largest employer in Kazakhstan and one of the most geographically widely present employers
in the country. These circumstances impose great social obligations on the Company, which the Company fulfills

with great honour.

The Company follows the principles of social responsibility and strives to:

w create the most favorable conditions for the life and

work of its employees, providing them with a full
wsocial packages and the opportunity to train and
improve professional skills;

Social Stability Index

Ewvery year, the Center for Social Interaction and
Communication of Samruk-Kazyna J5C conducts a
study of the social stability index in the Company
and its subsidiaries in order to determine the real
assessment of personnel, communication, and social
policy through the moods and opinions of employees.

At the end of 2019, the social stability index in NC
KTZ J5C was 71%, which is 6% higher than that of
2018.

Thus, the social stability index for the reporting
period for the Company is at the level of stabove

» improve the living conditions of the population
of Kazakhstan by creating new jobs, reducing the
transport component, increasing the mobility of the
population, and implementing charitable projects.

averages, which indicates that the Company

pays increased attention to the issues of social
development in the Company. The social background
and mood of the production staff indicate their
positive attitude and constructive approach to solving
emerging problems.

Based on the results of the research, the Company
and its subsidiaries adopt Corrective Action

Plans for the coming year, which reflect the
recommendations of the experts of the Center for
Social Interaction and Communications of Samruk-
Kazyna JSC.

At the end of 2019, the Company’s headcount of staff was 127 840 people.

The number of employess on the payroll, brobken dewn by gender and reglon at the end of the reporting period.

Total number

Total

Mur-Sultan 13 480 5202 8478
Almaty 7103 2127 4 976
Shymkent 2 hbb 691 1975
Akmaola 8291 1400 & 491
Aktobe 11 882 2510 9372
Almaty B777 1438 7139
Abyrau 6218 3051 3 167
East Kazakhstan B 591 1898 & 493
Zhambyl 9223 1392 783
West Kazakhstan 1 687 413 1374
Karaganda 13 398 3024 10374
Kostanay B 25% 2040 & 219
Kyzylorda 7023 1211 5812
Mangystau 6107 1401 4 704
Paviodar 9052 2450 & 402
North Kazakhstan 1454 429 1025
Turkestan 4 445 304 4145

List number of employees, broken down by category In the perlod 2018-2019.

COMPANY PERSONNEL

Employees are the most valuable resource for the HR policy defines key performance indicators with
Company. To ensure favorable working conditions expected results. At the end of 2019, the efficiency
and staff development, the Company implements a was F7%.
systematic social and personnel palicy.

HR Policy initiatives are defined

In September 2019, the Board of Directors approved in the fallowing areas:

the new HR Policy of NC KTZ J5C for 2019-2029.

The HR Policy is a fundamental document that o corporate culture development;
defines the main approaches, principles, requirements,

and directions for the development of the human “  leadership development;
resource management function in the Company and its

subsidiaries until 2029. «  development of HR competencies.

| NC Kazakhstan Temir Zholy JSC

124175

117 673

Production personnel out of
the total number of employees
make up 117,473 people or
92%,

administrative and managerial
personnel amounted to 10,187
people or 8% (in 2018, 93%

8777 10 187 and 7%, respectively).

2018 2019

@ Administrative
and Managerial Personnel

) Production Personnel
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Employees in the age groups of 30-39 years old,

40-4%9 years old, and over 50 years old are represented  The gender structure of the staff is represented by
CONSOLIDATED evenly and have small differences in the number. the main share of men and remains unchanged since

FINANCIAL STATEMENTS 2018 - 76% - due to the specifics of the Company's

At the same time, the proportion of young employees activities.
under the age of 30 is a minority - 18% of the total
INDEX OF GRI STANDARD number of employees. Women make up 24% of the total staff number.
DISCLOSURES IN THE REPORT
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Numiber of employees who left the Company, by category

Number of employees who left the Compary, by reghon

Changes
2018/2017, %
2269 1822 2389 -19.70

Changes
2019/2018, %
112

ham
Changes Changes
EARVAN O THE BOARD 2018/2017, % 2019/2018, % Republic of Kazakhstan 2269 1822 2389 -19,70 12
OF DIRECTORS ADDRESS Administrative and Mur-Sultan 570 45 625 -2152 4044
Managerial Staff, 730 780 83s 410 2,85 Almaty 270 238 211 -11,85 3067
- Shymkent 30 22 51 -26.,56 131,81
ADDRESS BY THE CHAIRMAN Production Staff, 8713 9183 11045 539 2027 Akmola 128 128 98 0 2343
OF THE MANAGEMENT BOARD people Aktobs 208 Py 110 0T 35,30
1403 s 1800 529 Almaty 118 124 108 5.08 -12.90
Atyrau 117 57 53 -51,28 -7,01
LS East Kazakhstan 121 157 97 29,75 -38,21
Zhamby! B3 56 200 93,27 257,14
West Kazakhstan 15 19 41 26,66 115,78
ey HNumber of employees wha left the Company, by gender Karaganda 131 151 211 15,24 39,73
- Kostanay 134 92 127 -31,34 38,04
Changes Changes -
2018/2017, % 2019/2018, % Kyzylorda 129 16 20 87,59 25
ABOUT THE COMPANY Women 2 269 1822 2 389 19,7 31,12 Mangystau 55 56 10¢ 18 94,54
Men, ‘ 2174 ‘ a121 ‘ 2491 ‘ 132 ‘ 1687 Paviodar 122 151 1864 23,77 2317
Morth Kazakhstan 17 12 21 -29.41 75
140 e bt hd Turkestan 23 17 21 -26,08 23,52
FESEESRESER Men 7174 | 8121 | 9491 13,20 16,87
Republic of Kazakhstan 7174 8121 9491 13,20 16,87
ORPORATE COVERNANCE Mur-Sultan 1093 1182 1359 8,14 14,97
AND ETHICS Humber of employees who left the C by age Almaty 784 434 615 =44 .64 41,70
han Shymkent 148 166 296 -119 7831
Changes Changes
SUSTAINABLE DEVELOPMENT Aktobe 547 742 634 30,87 -14.55
Development Women 2269 | 1822 | 2389 19, 3112 : -
7 Almaty 345 423 724 22,60 71,63
under 30 years 01 956 1502 4,10 5711 Atyrau 485 264 170 2494 1,64
ABOUT THE REPORT . " 30-50 years 853 762 706 -10,66 -7.34 East Kazakhstan 513 691 803 34,69 16,20
Social Responsibility Zhasmbyl 306 359 415 1737 21.30
over 50 years 515 104 181 .79,80 74,03 m ’ a
West Kazakhstan 134 137 170 2,23 24,08
AT DAl Men 7174 8121 7491 132 16,87 Karagands 734 796 883 8,44 10,92
EpvionmentaiResPenbliy under 30 years 1603 2179 2133 3593 211 Kostanay 610 693 936 13.60 35,06
Kyzylorda 170 144 151 -15,29 4,86
o 30-50 years 4666 4610 5995 -1,20 30,04 Mangystan a2 83 ey 240 277
FINANCIAL STATEMENTS over 50 years 905 1332 1363 47.18 232 Paviodar 450 773 754 7177 245
9443 9943 11880 19,48 Morth Kazakhstan 75 73 97 -2.66 3287
DX O ChlSTANDARD TOTAL 529 Turkestan 97 110 145 13,40 31,81

DISCLOSURES IN THE REPORT

Attrition rate by the results of the reporting year is 8.9%

GLOSSARY Annual Report. 2019 I
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Humbser of employees employed by the Company, by gender

Changes Changes
2018/2017, % 2019/2018, %
Waomen 3555 4029 2615 13,33 -35.09
Men 9809 10039 7 410 447 -26,18
TOTAL 13164 14 068 10025 6,86 -28,73

Number of employees employed by the Company, by age

Changes
2018/2017, %

Changes
2019/2018, %

under 30 years 1130 1327 1122 17,43 =15.44
30-50 years 1949 2039 1272 461 -37.61
over 50 years 474 463 221 39,28 6,66

under 30 years 4 1548 4372 2 905 4,89 =33,55
30-50 years 3930 3847 3344 2,15 -13,07
over 50 years 1511 1820 1161 20,45 -36,20
TOTAL 13 164 14 068 10 025 6,86 -28,73

| NC Kazakhstan Temir Zholy JSC

Mumber of employees employed by the Company, by reglon

2018/2017, % | 2019/2018, %

Republic of Kazakhstan 3550 4028 2613 13.46 -3512
Nur-Sultan 467 478 513 14 -24,33
Almaty 294 430 220 9,13 -2558
Shymkent 48 50 a3 1176 11,76
Akmala 268 349 159 30,22 -54,44
Aktobe 241 277 245 14,54 -4.33
Almaty 195 189 78 .3,07 -58.73
Atyrau 149 180 105 20,80 4166
East Kazakhstan 206 302 177 46,6 41,39
Zhambyl 203 219 123 7,88 4383
West Kazakhstan 18 20 22 11,11 10
Karaganda 498 508 250 20 42,91
Kostanay 163 249 148 52,76 -32,53
Kyzylorda 102 80 55 -21,56 -31,25
Mangystau 120 130 54 8,33 58,46
Pavlodar 203 280 189 17,93 -32,50
North Kazakhstan a5 57 a8 80 .28,35
Turkestan 20 10 14 -50 40
Men | 9609 | 10039 | 7410 | 447 | 2618
Republic of Kazalhstan 9586 99584 7319 394 -26,54
Nur-Sultan 1434 | 1835 1174 27,96 -36,02
Almaty 896 989 716 8,14 26,10
Shymkent 134 248 58 85,07 76,61
Akmala 747 558 471 .22,03 -21,23
Aktobe 495 533 532 7.7 0,18
Almaty 520 515 380 0,96 26,21
Atyrau 420 431 259 261 30,62
East Kazakhstan 591 409 439 3,04 4,92
Zhambyl 407 460 275 13,02 -40.21
West Kazakhstan 235 130 56 44,68 56,92
Karaganda 785 854 749 13,56 16,40
Kostanay 787 453 759 17,02 14,23
Kyzylorda 173 401 93 7,50 -76.80
Mangystau 245 418 214 -87,50 48,80
Pavlodar 8% 545 479 6,29 28,14
North Kazakhstan 105 111 58 571 47,74
Turkestan 350 212 187 -39.42 21,22
TOTAL 13164 | 14068 | 10025 6,86 -28,73
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List of employees by type of employment at the end of 2019

Total number
List number
of emk 127 840 96 479 31381
full-time employment 127 292 96 433 30859
part-time employment 548 44 522
GRI102-8

List of employees by employment contract at the end of 2019

Total number

List number

127 860
of employees

96 479

Employees
employment contracts for 124 859
an indefinite period

95 801

Employees working under
temporary (fixed-term) 1001
employment contracts

478

LList number of employess by full-time and part-time employees at the end of 2019

Total number
List number
of & 127 840 96 479 3138
Full-time employees 127 B&0 95479 31381
Part-time employees ] ] o

| NC Kazakhstan Temir Zholy JSC

LList numiber of employees on matemnity leave at the end of 2015

Total number

List ber of empl d from parental leave at the end of 2019

Total number

Total employees returned
from maternity/paternity
leave

The number of employees on parental leave at the end
of 2019 was 4,121 people (4,015 in 2018}, with a large
proportion of women = 28.7 %. The number of women
on maternity leave is 4,064 (4011 in 2018 ).

Personnel Assessment

On December 14, 2017, the Corporate Standard for
Human Resource Management of the Samruk-Kazyna
Group (Minutes No. 44/17) (hereinafter referred to as
the Corporate Standard) was approved by the decision
of the Management Board of Samruk-Kazyna JSC.

By the decision of the Management Board of NC KTZ
J5C as of October 3, 2019, approved the updated
Rules of Assessment Activities of Administrative

and Management Employees of NC KTZ JSC and its
beidiars

The number of employees who returned to woark after
the end of parental leave at the end of 2019 was
374 people (154 in 2018).

These Rules provide for a process of regular
comprehensive assessment of personnel activities
according to the talent map (9-cell moded). From a
guarterly performance assesment, administrative and
management personnel switched to a semi-annual
performance assesment.

In 2019 - 1,141 employees of the Company's Group
were assessed.
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SOCIAL POLICY

The Company provides its employees with a social
package that includes a wide range of benefits,

and promotion of a healthy lifestyle, and conducts a
large-scale charity campaign. Significant support is

creates all conditions for professional and personal provided to retired employees and their families.

development, pays special attention to youth policy

S0, IN THE REPORTING YEAR, THE COMPANY PROVIDED
MATERIAL ASSISTANCE:

e a1 In 2019, the Company’s
235 million tenge 821 million tenge social expenditures
pensioners ingrove workers exceeded the level of 2018
Tothe ﬂm:mm h::::lhnhﬁ'ii by 11% and amourbed
to 9.1 billion tenge.

41 million tenge

To employees alons raking
children with disabilities

79 million tenge

To the employees in the connection
o the registration f marriage

Collective Agreement

GRI 102-41, 402-1

Social guarantees for the obligations to comply with the
protection of Lsbour rights, noms in the field of social and
remuneration, labour labour relations, to provide
protection, health, and material support and social
recreation of employees guarantees to employees,
and their children, as well nan-warking pensioners,

as additional standards for and disabled people in the
improving the social status of ~ Company, as well as victims
emplayees, are reflected in of industrial accidents and
the Sectoral Agreement on occupational diseases, In

Social and Labour Issues and a:iiﬁm,i_imamarfmbg-

| NC Kazakhstan Temir Zholy JSC

The Company’s Collective agreement
provides for the Company's
abligations to notify employees and
their representatives of significant
changes in the Company's operations
that affect the working conditions
of employees. The deadline

for notifying employees of the
announcement of downtime is no
later than fifteen calendar days. The
Company undertakes to notify the
relevant Trade Union bodies no later
than one month in advance of its
intention to abolish the Company's
structural divisions, while including
Trade Union representatives in the
relevant commissions or working
groups. Also, when increasing the
number of employees, it is planned
to send notifications about available
vacancies to employees who were
dismissed due to staff reduction

in the last six months, which is not
provided by the Labour Code of the
Republic of Kazakstan.

Financial Incentives

MNC KTZ J5C takes all necessary measures to preserve social stability and improve the labour and motivation
of employees.

Awerage monthly salary level
. Changes Changes

—“ 2019/2018, %
Average monthly

salary

of administrative

staff, tenge 261556 | 291974 | 316443 116 a4

of production

personnel, tenge 147105 | 164143 | 175411 116 88

The practice of encouraging employees of regional branches of the Directorate of the Backbone
branches of NC KTZ J5C and subsidiaries who have  Railway Metwork who prevented violations of train
shown the best results based on the results of rating  safety. A total of 16 million tenge was awarded
assessment on the principle of industry competition  to masters of industrial training for high-quality
continues. training of employees who ensure the safety of train
traffic.
Thus, in 2019, bonuses in a total amount of 1.51
billion tenge were paid to employees of linear
branches and subsidiaries of NC KTZ JSC.

Besides in 2019, employees of the group of
companies of NC KTZ J5C were paid one-time
bonuses for the professional holiday - the Day of
Transport Workers - and the Independence Day of
the Republic of Kazakhstan.

In addition, in 2019, a bonus in the amount of
7 millien tenge was paid to employees of linear

GRI 405-2
Basic salary level for men and women for the reporting period

Administrative staff' Production personnel®

Base salary amount
women, tenge 148 000 52 529
men, tenge 148 000 52529

Hote: ! Monager of the Central office of NC KTZ 15C (1.3 grode); ? cleaner of ek TZ-Freight transportations 15C (2 cotegoryl

The ratio of the level of the minimum salsry of employess by gender to the level of the established minirmum salary
for the reporting period

Minimum salary

women, tenge! 45474
men, tenge! 45 474
minimum salary® 42 500

Mote ! fevel of salary of the caretker of the building of MiBtary Rafwary Security Service J5C:
¥ the minimurm sakary of the Republic of Kazakhston ks ectabiished by the Lav o0n the Republicon Budget for 2019-2021s ax of November 30, 2018,
Ha 19741
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Improving the level of professional

knowledge of employees
- T

NC KTZ JSC creates all conditions for professional
and personal development and growth, and constant
improvement of the level of corporate and managerial
competencies of its employees.

The Company’s personnel development system
provides advanced training programs in accordance
with production needs and strategic goals based on
training centers of NC KTZ J5C, as well as domestic
and foreign educational institutions. On an ongoing
basis, employees are being taught the state and
English languages.

In total, 36,219 employees of NC KTZ JSC
and its subsidiaries were trained in 2019, including:

= 14,333 employees were trained in third-party
organizations;

“ 11 employees received educational grants
(master's/ doctorate) ;

o 477 employees studied the state language;
= 798 employees studied the English language.

Five training centers of the NC KTZ J5C branch -
«Training Centers for Railway Transport Workerss
located in the regions of the country provided
professional training to 18,400 employees,
among them:

“  Paviodar Training Center - 2.573 employees;

“  Karaganda Training Center - 4,154 employees;

#  Aktobe Training Center - 3,592 employees;

% Taraz Training Center - 3,196 employees;

»  MurSultan Training = 4 483 employees.

The cost of training the staff of the group
of companies of MC KTZ JSC in 2019 amounted
to more than 1.7 billion tenge.

36219

Humber of trained employess and tralning expenses by gender for the reporting period

Mumber of trained employees,

12 474 23543
Traini
m' alumgzl.pe S 993 798 724 642
Average annual quantity
of hours of training per employee 1505 54

| NC Kazakhstan Temir Zholy JSC

Humiber of tralned employees and tralning expenses by employee category during the reporting period

MNumber of trained
employees, people

7063 29109

Traini
“m' alumgmlme 1SE% 2750 & 360

548 395 1160935

Average annual quantity
of hours of training per 22 20
employee

17,83 35,54

CHARITABLE

AND SPONSORSHIP ACTIVITIES

Samruk-Kazyna Trust Corporate Fund implements
the unified policy on providing charitable assistance
to the group of companies of Samruk-Kazyna JSC.
Along with this, the Company implements the

Caring for Pensioners

The number of pensioners registered with the
Campany is more than 48 thousand people.

Created in 2013, the Central Council of Railway
Veterans of MC KTZ J5C provides social support to

= visits to sick and lonely pensioners at home and in
haspitals;

+ congratulations to the anniversaries with
significant dates of 70, 80, 90, 100 years;

+ providing consulting, explanatory and practical
assistance.

following programs aimed at promoting a healthy
lifestyle, implementing youth policy, providing
assistance to vulnerable segments of the
population, poor citizens, and others.

The main components of the social package of non-
working pensioners of NC KTZ JSC are:

» annual free travel;

»  sanatorium and resort improvement;
“  payment for dental prosthetics;

= financial assistance for burial;

*  pne-time financial assistance to anniversaries
of 70, 80, 90, 100 years.

= financial assistance under the decision of the
‘Commission for consideration of social and
household issues;

= financial assistance for the holidays of the Day of
Transport Workers, Victory Day.

Expenses for health resort rehabilitation and material support of pensioners in the reporting period amounted

to 701,723 thousand tenge.

It should be noted that NC KTZ JSC is the only national company and the industry as a whaole that has an

advisory body from among the most experienced

veterans of the industry - the Advisory Council - the guardian

of the traditions of the railway industry, which is a worthy example to follow, especially for young people

working in the Company.
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Concern for the Future Generation

NC KTZ JSC pays great attention to the younger
generation, as children of railway workers in the future
may follow in the footsteps of their parents and make
a significant contribution to the development of the
railway industry.

The Company annually organizes events for children
aimed at improving the image of the railway industry
employee among the younger generation, including
various competitions with the participation of
employees' children.

Children of employees of the Group of Companies of

NC KTZ JSC take an active part in corporate events
dedicated to state and industry holidays. Thus, in 2019,

Caring for Young Employees

Today, Mational Company Kazakhstan Temir Zholy
Joint-stock Company employs more than 45 thousand
young employees under the age of 35.

A key element of the Company's human resources
development is the systematic implementation of the
corporate youth policy.

The Youth Policy Program adopted for 20146-2021
consists of a set of programs aimed at improving
prafessional skills, raising corporate morale, developing
a system for attracting young people, its effective
adaptation and consolidation in the Company,
involving young people in solving corporate tasks,

Assistance to victims in Arys

In 2019, the Company and its employees rendered
all possible assistance to the residents of Arys (the
Turkestan region] who were affected by the explosions.

Crwver 180 million tenge was collected by the
employees of NC KTZ J5C to provide assistance to the
railroad victims of the explosion.

70 million tenge of this funds was transferred to

the account of the Turkestan Corporate Social
Development Fund under the akimat of the Turkestan
region to provide assistance to the victims.

27 employees who lost their houses were sent to

| NC Kazakhstan Temir Zholy JSC

120 thousand children took part in various events and
competitions organized by the Company.

Paying great attention to the development and
improvement of children during school holidays,
NC KTZ JSC provides employees’ children with
wvouchers to children's health centers of the
country, while simultaneously providing life
insurance for children from accidents, provides
transportation of children by rail to and from
places of recreation. During the reporting period,
7470 children of the Company's employees visited
children's health centers. At the same time, the
expenses for the summer holidays of employees”
children amounted to 545,210 thousand tenge.

developing intemational youth cooperation, spiritual,
moral, and patriotic education of young people, as
well as promoting the values of a healthy lifestyle and
sports among young people.

The main programs implemented within the framework
of youth policy are the corporate camp «Sen bolmasan,
kim?s, competitions «Project managements, «Zhas
uzdik mamans, the Program «100 young persons of
KTZs, the KVMN movement.

In 2019, as part of the implementation of the youth
palicy, 10,000 employees actively participated in these
Programs.

Kazakhstani sanatoriums. Children of railway workers
received free trips to health camps.

Also, together with the branch trade union, we
organized an excursion and rehabilitation tour in the
city of Mur-Sultan for 50 children of workers from Arys.

In addition, household goods, bedding, food and
clathing were collected and sended to Arys.

O the initiative of young railway workers, within the
framework of the project «Let's collect children to
schools, more than 700 children of railway workers
from Arys received assistance from NC KTZ JSC.

Promoting a Healthy
Lifestyle

The Company pays great attention to the formation of
a healthy lifestyle among its employees and their family
members, non-working pensioners.

The organization of mass and physical culture and recreation
work in the regions is carried out by 41 sports instructors.

[Ewery year, mass sports events in various sports are held to
celebrate Nauryz, Day of Transport Workers, Constitution
Day, Independence Day of the Republic of Kazakhstan.

Also, NC KTZ J5C holds Republican Competitions of NC
KTZ J5C in winter and summer sports, a sports contest
among employees of the Central Office, branches, and
subsidiaries of NC KTZ JSC, a sports holiday «Dad, mom,
and me are a sports familyls.

[Ewery year, about 300 mass sports and fitness events are
held, covering more than 15,000 people.

Railwaymen in 2019 took part in 170 (district, regional and
naticnall competitions covering more than 2,300 people.

In addition, the administrative h.-ldngofNCK‘l‘ZJSC
operates a sports complex (gym and swimming pool), which
hosts sectional classes in volleyball, basketball, mini-football,
and swimming, where employees can actively relax in their
free time after heavy physical and mental loads. More than
34,000 people visit the complex every year.

NC KTZ ISC as a Member of the International Union of
Railway Athletes (USIC), which includes 24 states, takes an
active part in USIC events, as well as in the Congress of the
Union.

First KTZ Marathon

Volunteering

The corporate volunteer movement is
actively developing in NC KTZ JSC, which
contributes to the formation of employees
and the expression of their civil position,
self-organization, development of a sense of
social responsibility, and involvement in what
is happening in the country, the development
of mutual aid and charity in the society.

Wolunteers, the majority of whom are young

people, carry out their work in the following
areas:

= assistance to low-income, large families;

w  crowdfunding (raising funds for the
treatment and rehabilitation of children
with complex diseases from among the
paor);

*  support for single elderly people;

» organization of environmental protection
events;

= support for cultural organizations;

¥ visiting orphanages and other
organizations;

» support and onganization of events for
children and adults with disabilities, etc.

Promotion of wolunteer activities is carmied out
by the project <Marathon of Youth Initiativess.
In each region, mone than 30 actions aimed at
socially vulnerable segments of the population
were implemented within the framewoark of this
project in the reporting year.

In 2019, the Company held the first KTZ Marathon under the motto «For the GOOD of change! Take Part in the

First Onels

The event is part of the large strategy to improve the corporate culture of NC KTZ J5C, aimed at prometing a
healthy lifestyle, developing internal communications, and improving the Company's image.

The marathon was attended by more than 320 employees of the Group of Companies NC KTZ J5C, incdluding
those from the regions, industry veterans, as well as family members of employees.
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HEALTH, SAFETY
AND ENVIRONMENT

The Company's employees are its main value. Therefore, ensuring safe working conditions for employees
and protecting their health are tasks of particular importance.

Health protection
and medical
support

The health of employees and medical support are
among the most important priorities of the social
policy carried out by NC KTZ JSC.

In 2019, contracts for voluntary medical insurance in
the amount of 1,758 million tenge were signed for
55,688 employees of the group of companies of NC
KTZ J5C.

83,979 people underwent periodic medical
examinations. More than 2,000 pre-shift (pre-trip)
and post-shift (post-trip) medical examinations of
employees were conducted.

The working conditions of railway workers are
associated with a number of adverse factors,
including significant physical, psycho-emotional
overload, traveling nature of work, as well as a long
stay in the open air.

Such working conditions are the main risk factor

for the development of a number of diseases of

the respiratory, cardiovascular, digestive systems,
musculoskeletal system, and occupational
intaxication.

In the reparting year, based an the results of medical
examinations, 87 employees were found temporarily
and permanently professionally unfit.

| NC Kazakhstan Temir Zholy JSC

The number of employees deemed permanently or temporarily unfit by region, age, and gender at the

end of the reporting period.

e e e e e
Republic of Kazakhstan &7 4 & 3 10 i “
Mur-Sultzn 0
Almaty 8 8 4 -
Shymkent 5 1 4 ! 2 2
Akmola 0
v 15 15 1 4 3 7
yr— 0 10 10
Atyrau 2 2 2
East Kazakhstan 1 1 :
i P 5 1 1 1 &
West Kazakhstan 2 2 2
Karaganda 0
r— o 3 7 1 3 2 4
Kyzylorda 2 2 :
Mangystau 0
Paviodar o
Morth Kazakhstan 1 1 E
Turkestan 2 2 :

Mﬂﬁluﬂuﬂuﬁﬂnﬂuwﬂuﬂn
ntly and rily unifit for work In the perlod

from 2017 o 2019.
61 &7
. 2? .
2017 2018 2019

The number of days of disability due to illness was
1,234,188 days, of which women accounted for
849,914 days or 48.75%, the number of days of
disability due to iliness for men was 386,274 days or
n23%

An important part of the Company’s social palicy,
which allows purposefully and effectively carry out
disease prevention and rehabilitation treatment of the

Dymamles of the number of days of disability due
to lliness of employees in the perlod

from 2017 to 2019, days. 126 168

1201948

1148 657

2017 2018 2019

Company's employees, is the organization of health
resort care,

During 2019, over a group of companies, more than
10,000 employees and retirees received sanatorium-
resort recreation on concessicnal sanatoriums (more
than 5% of the total number), including more than
4000 in the sanatorium named after Saken Seyfullin,
administered by KTZ - Freight transportations.
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Occupational Safety and Health

GRI 8031, 403-3, 4034

Management of industrial safety processes is
performed in accordance with the Guidelines for the
industrial safety management system in NC KTZ J5C
and its subsidiaries, which is developed in accordance
with the requirements of the international standard
OHSAS 18001:2007: Occupational Health and Safety
Management Systems. Requirements, interstate
standard GOST 12.0.230: System of Labour Safety
Standards. Labour Protection Management System.
General requirements of ILD OSH2001 and is the
main decument that regulates the activities of safety
and zbour protection management in the Group of
Companies of NC KTZ JSC.

Compliance with the
principles of the OHSAS
18001:2007 standard is
confirmed by a certificate of
compliance received from
the international certifying
body - SGS Company.

In 2019, the Company
improve working conditions,
L2 5*?‘_"““{{ prevent industrial injuries
and occupational diseases
in accordance with the policy of NC KTZ ISC in
the field of labour protection, as well as within the
framework of the Collective Agreement.

9.1 billion tenge was spent on the implementation
of measures to improve labour conditions and safety
for all sources of financing (induding subsidiaries),
including:

@ 2.7 billion tenge for measures to improve labour

conditions and safety across all sources of funding;

= 1.7 bilion tenge for workwear, footwear and other

personal protective equipment;

= 4.7 bilien tenge for benefits and compensation

for working conditions,

Average expenses for measures to improve labour
conditions and safety in terms of one employee of
NC KTZ JSC amounted to 38.2 thousand tenge (35
thousand tenge in 2018).

In general, NC KTZ JSC implemented 3,057 measures
to create safe working conditions for employees in the
workplace.

According to the requirements of industry standards,
employees of the Company are provided with certified
special clothing and footwear, as well as other personal
protective equipment.

As of the end of 2019, according to the results of certification of production facilities according to the
working conditions, there were established 21 509 (22 959 in 2018) jobs in the Company, where 47 581
employees or 39% of the total number of employees of NC KTZ JSC are employed in harmful, difficult,

and stressful working conditions.

During the reporting period, the largest share of the total number of jobs with harmful,
difficult, and stressful working conditions is occupied by jobs with
the following production factors:

17,6% 15,8% 3.6%

hezviness louwd Intensity
of waork nolse

| NC Kazakhstan Temir Zholy JSC

1,4% 0,3% 0,2%
electromagnetic microclimate chemical
radiathon factor

The number of employees engaged in heavy work with harmful (especially harmful) and (or) dangerous working conditions by

reglon, age, and gender at the end of the reporting perfod.

By gender

By age

46-50
mrsold years old

Republic of Kazakhstan 50331 4047 46282 15482 14515

Mur-Sultan a8 a1 7 11 11 .s m

Almaty 2 1 1 [} 1 0 1

Shymbkent 0 0 o 0 0 ) o

Akmola 4836 395 | 4441 | 1714 | 1317 | 1040 765
Aktobe 7557 920 | 6437 | 1996 | 1507 | 2415 1636
Almaty 4490 42 | 4628 | 2015 | 1427 725 523
Atyrau 1146 5 [1141] =285 291 185 385
East Kazakhstan 2280 a95 | 1885 | 702 812 301 465
Zhambyl 4419 127 | 4292 | 1579 | 1245 751 844
West Kazzkhstan 492 16 | 476 | 1s3 111 80 148
Karaganda 6038 133 | 5905 | 1056 | 2861 | 1448 476
Kostanay 4413 262 | 4151 | 935 1326 801 1351
Kyzylorda 2816 97 | 2719 | 948 71 408 769
Mangystau 2627 186 | 2441 | 1216 732 291 388
Paviodar 5262 | 1175 | 4087 | 1591 | 1431 851 1389
Morth Kazakhstan a9z a9 | 353 | 112 120 99 &1

Turkestan 3323 205 | 3118 | 1169 32 438 1084

Dynamics of the number of employees engaged In heavy work,
wiith harmiful (especially harmiul) and jor] dangerous working
condithons In the period from 2017 to 2019

65 748
50331
l )
2017 2018 2019

One of the main preventive measures
in the occupational safety management
system aimed at reducing the number
of accidents at work is the training of
managers, specialists and employees
according to the requirements of
occupational safety and health.

In accordance with the Readmap on
Improvement of the Industrial Safety
Management System, a program was
developed and training of TOP managers,
internal trainers, and change leaders

of the Company on behavioral safety
dialogue was conducted in the amount
of 939 hours.
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Occupational Injury

GRI 403-2. 403-3

Improving the safety of people working at railway facilities and reducing injuries is one of the Company’s

priorities.

Forum on Industrial
Safety

In 2019, NC KTZ J5C held the First Forum on Industrial
Safety. During the forum, the programs of Behavioral
Safety Dialogues, Stop the danger!, Accidents without
Consequences were launched. An important event was
the introduction of the principle of «stop production in
the event of a threat to lifes, according to which every
employee of the Company has the right to stop work if
they notice a potential danger to themsebves and their
colleagues in the workplace.

Indicators of industrial injuries in 2019 amounted to
35 accidents (30 cases in 2018), including 3 group
accidents (4 cases in 2018 ), 4 fatal accidents

(9 cases in 2018), and & accidents resulting in
disabilities (& cases in 2018). The average Disability
Injury Frequency Rate along the Company was

0.24 (0.23 in 2018), material damage amounted to
399,941 thousand tenge (454,910 thousand tenge
in 2018).

The level of accupational Injurles by gender, reglon, and level of Injuries (temporary disabllity, severe, fatal); by reglon, age,

and gender at the end of the reporting period.

Republic of Kazakhstan
HNusr-Sultan

Almaty

Shymkent

Akmola

Aktobe

Almaty

Abyrau

East Kazakhstan

Zhambyl

Wiest Kazakh

W A

Kostanay

Kyzylorda

Mangystau

Paviodar

Horth Kazakhstan

ﬂﬂhuﬂhlﬂﬂhhﬂﬂﬂﬂﬂﬂuﬂ

Turkestan
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Republic of Kazakhstan
Mur-Sultan

36-45
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46-50
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Dynamics of injuries in the period from 2017 to 2019,

2017 2018
@ Temporary disability £ Heavy injury
In the reporting year, the Company took
measures aimed at reducing industrial injuries,
including:

conducting comprehensive inspections
of the security and labour protection state in
97 enterprise of line-level;

joining the Company to the concept of zero injuries
NIZION ZEROs;

holding a Round Table on health issues with the
participation of representatives of authorized
bodies, 2 regional forums (Atyrau, Aktau) of chief
engineers on the topic «Our Safety is Our Lifies,
Forum on Industrial Safety of the Company;

| NC Kazakhstan Temir Zholy JSC

18 20
9 9
8
4

2019

@ Lethal cutcome

conducting the Olympiad on safety and labour
pratection { Mur-Sultan) among HSE specialists;

posters, memas, security minutes) were developed;

short film sLife is pricelesss was released;

18 top managers of the Company were trained
under the Behavioral Security Dialogue Program
{Mur-Sultan);

313 top managers, change leaders, and internal
trainers of the Company were trained under the
Behavioral Security Dialogue Program (Mur-Sultan,
Karaganda, Aktau, Taraz, Aktobe).

43

Environmental

responsibility

Despite the fact that rail transpart is the mast environmentally friendly mode of transport in the world, the

Campany does not waive its responsibility to minimize the negative impact on the environment.

ENVIRONMENTAL PO
MANAGEMENT SYSTEM = @

GRI307-1 m—
The results of the inspection audit of NC KTZ JSC, conducted in 20179 by the : 2 ﬁ
auditors of 5G5 Kazakhstan LTD, confirmed the compliance of the Company’s
environmental management system with the requirements of 150 14001:2015 & M&{{{

«Envirenmental Management Systemss.

EMISSIONS TO THE ENVIRONMENT

GRIF05-1,304-2,307-1

The level of environmental impact in the reporting year decreased in comparison with the indicator of 2018
and amounted to 0.657 (0.671 in 2018).

0.676
0671

0.657
Crynamies of changes In the level of emvironmental impact -
In the period from 2017 to 2019,
2017 2018 201%
11853 1335 130,24 12338
. . :
015 2014 2017 2018 2019
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ONGOING MEASURES TO REDUCE EMISSIONS:

“ The introduction of diesel “ Purchase of new passenger “ Conversion of boiler houses
. ) locomatives of the EVOLUTION cars equipped with closed-type from sofid to gaseous fuel, the
Sustainable Economic series, which have a reduced toilets, which will eliminate connection of heating systems
2 elop et emission of pollutants, which bacterial contamination of of industrial buildings to the city
will reduce air emissions by more the railway track with fecal central heat supply systems,
than 2.2 times compared to diesel microflora. which shall help to reduce air
locomatives of clder models. poliution from stationary sources.
Social Responsibility
8569 a131 2029
Environmental Responsibility The volume of emisslons
and discharges of
pollutants in the perlod
from 2017 to 2019, tons.
Emissions
Stk 800 635.7 -
2017 2018 2019

| NC Kazakhstan Temir Zholy JSC

Dynamics of emissions to the 107.9
environment In the perlad from 2015 104.5 103.04
to 2019, theusand tons.
284
0.4
2015 2014 2017 2018 2019
9%
Share of emissions of polluting 1%
substances, %
@ Emissions
o air
7 Wastewater
discharge
@ Production
waste

‘Waste volumes in the period from Dynamies of environmental payments in the period
2017 to 2019, tons. from 2017 to 2019, million tenge.
92 431
235 24 935
89 100
81712
663 1.9 25
. 2017 2018 2019
2017 2018 2019 D Normative @ Penalties

Dynamics of economic penalties for environmental Drynamics of expenditures on emvironmental protection
violations in the perlod from 2015 to 2019, milllon tenge. activities in the perfod from 2015 to 2019, milllon tenge.

7167

199 701.6
67717 678.5
1206 663
6.6
= [
R .
2015 2016 07 2018 2019 2015 2016 2017 2018 2019

Funds in the amount of about 700 million tenge for environmental activities
are allocated and developed annually.

The structure of expenditures on environmental protection measures

is presented as follows:

78,25% 7,04% 0,94%

to conclude contracts with third-party specialized to develop for environmental
organizations for the removal and disposal of production  regulatory permits insurance
and consumption waste

12,2% 1,25% 0,45%

to conclude contracts with thind-party specialized to train responsible for landscaping
of the degree of environmental pollution environmental of greenery
(soil, water, air) protection
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In the reporting year, 161 employees were trained in environmental safety.

The number of trained environmental safety employees in The number of detected and eliminated violations of

ithe perlod from 2017 to 2019, people. the Company's requirements of standards and norms in
the fleld of environmental protection In the course of
Internal control
652
156 i 611
2017 2018 2019 2017 2018 2019

Structure of the Company's violations of the requirements [dentifled during internal contrel, %.
Main Violations

21%

B
®

&
#

equipping the waste sites

&
=

equipping with a container for solid waste
internal control

g
g
i
-
§
:
I

%
i
i {
!I

|
;
.

[
L

Unsupervised cattle grazing on railway tracks is

the cause of disruption of the normal operation of
railway transport. Grazing livestock near the railway
track increases the risk of hitting livestock by railway
transport, which leads to the death of the animal In
total, in the period from 2017 to 201%, 7 animals were
killed under the wheels of locomotives of NC KTZ J5C.

Hitting cattle
on railway tracks

| NC Kazakhstan Temir Zholy JSC

RESOURCE
CONSUMPTION

Water Consumption

Dynamies of water consumption by the Company in the
period from 2017 to 2019, thousand m".

8129

7721

7557

2017 2018 2019

Nate. The perimeter of the Company includes doto on
‘water covsumpdion of the WC KTZ JSC branch - Economic
Adminisiration, the Central Office of KTZ Express I5C, and'
Temirrhalsu J5C

ENERGY
MANAGEMENT
SYSTEM
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Sustainable Economic
Development

Social Responsibility

Environmental Responsibility

Energy Efficiency
GRII0Z-1, 302-2, I02-1, 302-4.

At the end of 2019, the general consumption of
fuel and energy resources (FER) in NC KTZ J5C
amounted to 1,260.3 thousand t.c.e. in the amount
of about 164.4 billion tenge, including:

MNC KTZ J5C is a significant energy consumer. In
this regard, the Company’s Management Board
approved the Energy-Saving Program of NC KTZ
JSC until 2020, which defines the task of saving
1,942 million tons of coal equivalent (hereinafter
referred to as t.c.e.) in the amount of about 152
billion tenge in the period from 2013 to 2020.

train traction of 1,157 thousand t.ce. or 1.8 %;

non-labour needs of 103.3 thousand t.ce. or 8.2 %.

31.5% of the electricity and $8.5% of the diesel fuel consumed by the Company was spent on train traction, or up
to 91.8% of the total consumption of all types of fuel and energy resources.

Consumption of fuel and energy resources for operational and production [not traction) needs in the period from 2015 to 2019,

Changes of
2015 2016 2017 2018 2019 2019/2018,
%

Efficlency of Implementation of the energy-saving program of NC KTZ J5C in the period from 2015 te 2019,

T ol e Changes of
Ly "8Y | Indicator | 2015 2017 2019/2018,
resource

thousand kW

savings, | 19 976,35 | 33 95040

138 6410 | 53 809 22 698 -57.8

Electric Power

Savings In
million tenge

energy costs, | 277,74 435,47

204202 P49.4 3383 64,6

355 7084 308 6038 | 325 66824 | 32125656 | 332 084,47 3,37
Ihnus.md kWh
Coal, tons 43 630,24 38 #6189 310352 33 39897 31 410,16 -5.95
Hatural gas thousa®d m* | 2 342,33 228212 189084 187259 1 846%,06 -0,18
Gasoline, tons 1441 B 254,37 7 529,52 T 38214 7104.3 -35
Diesel fuel, tons 25 67645 26 22790 | 23 89075 22 522 52 20 695,08 -8.11
Heating oil, tons 344,20 187,20 4] [i] 4]
Fuel and energy 125 1466,1 115 8125 107 5581 106 241,46 103 2895 -277
resources consumption,
Lre.
Cost of fuel and energy | 11 446,108 | 1072766 12 481,02 13 576,87 13 305,192 -2
resources, million tengs
(Including VAT)
Cost of fuel and energy 91,44 §2.7% 114,04 127,79 128,81 o07%
resources, thowsand
tenge/toe.

In the period from 2015 to 2018, there is an increase to the annual increase in energy prices. In 2019, there 5
in expenditure on energy resources in monetary terms, a decrease in energy consumption in monetary terms due
while expenditure in physical terms decreases. Thisisdue  to the increase in prices for petroleum products in 2018,

Consumption of fuel and energy resources for traction needs (heat and electricity) in the perlod from 2015 to 2019,

Changes of

2015 2016 2017 2018 2019 | 2019/2018,
f"k";"“:r“f"""- bilion | g479 363,65 395,695 421578 423,779 043
Fuel and energy
consumption for train | 112683 | 110907 | 1130.65 118642 115702 249
wraction, thousand t.c.e.
Energy consumption,
R 30,63 30,50 28,57 28,12 27.30 292

| NC Kazakhstan Temir Zholy JSC

Savings In

tons

diesel fuel, | 884270 | 14808234 | 1752390 | 16BB813 | 149592 046

Diesel fuel
Cost savings

million tenge

In diesel fuel, | 12 027,08 | 17 49252

31084,7 | 360737 | 388448 7.68

Saving in

tons

gasoline, 38 12,80

&9 0.0 o0

Gasolire
Cost savings
in gaselineg, 4,23 1,54
million tenge

Total, million tenge 12 309,05 | 17 929,54

8,94 0.0 o0

3315566 | 370231 | 391811 538

Efficlency of specific consumption of fuel and energy resources per unit of work In the period from 2015 to 2019,

kgoe. /10 thousand t. km gross.

Indicator

Efficiency of specific fuel and
energy consumption per unit of 34,04
work, kgoe/ 10 thousand t. km gross

33,67 31,29 30,64 29,70

In the framework of the implementation of
requirements of the Law of the Republic of Kazakhstan
«0n Energy Saving and Energy Efficiencys, as well as
being the subject of the State Energy Registry, NC KTZ
15C undergoes a mandatory energy audit at least once
every five years, in the result of which measures aimed
at energy saving and increasing energy efficiency and
reducing annual costs for fuel and enengy resources are
developed.

In 2019, Energy Partner LLP conducted an energy audit at
the facilities of NC KTZ J5C, which resulted in a condusion
with recommendations for the implementation of 517
measures o improve energy efficiency. The potential for
energy saving shall amount to 6,377.86 toe or 5.2% of
total fuel and energy consumption in the base year of
2018 When implementing the measures, the total annual
savings in monetary terms shall amount to 852,858,79
thousand tenge.
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About the Report

Cur Company strives to openly provide timely
and complete information about the results of its
activities.

Since 2007, NC KTZ J5C has published an annual
report and since 2010, 2 report in the field of
sustainable development. Since 2014, the sustainable
development report has been compiled in accordance
with the GRI [Global Reporting Initiative) Standards.

This year, the Company has prepared an integrated
report, following the |atest trends in information
disclasure, which enables a single document to present
a halistic approach to the assessment of the results of
the Company not only from financial and social points
of view but also from the position of the evaluation

of the impact of the Company activities on the
environment.

The report includes indicators for the period from
January 1, 2019 to December 31, 2017 inclusive,
as well as previous periods and forecast values

in order to reflect the dynamics of changes in
indicators.

In order to allow comparison of data and
comparability of some indicators, information

s provided taking into account the dynamics of
previous reporting periods and plans for the coming
years, All sustainable development reports are
available on the Company's website: https:f/www.
railways.kz/articles/sustainable-development,
sustainability-report.

When preparing the repart, the Company fallowed
the principles of determining the report content
recommended by the GRI Standards.

The previous Sustainable Development Report for 2018
was published in May 2019.

| NC Kazakhstan Temir Zholy JSC

Principles for defining report
content and topic boundaries

Interaction
with Stakeholders

In order to better understand the needs of the state, The system of interaction with stakeholders focuses
business, and the population, provide effective on achieving sustainable development goals and
feedback and respect the interests of stakeholders, harmenizing the interests of all stakeholders.

the Company strives to build a dialogue with all

stakeholders based on the principles of transparency The Company sees its social responsibility in being

and information openness. a reliable partner for stakeholders and is guided by
the following principles of identifying and selecting
stakeholders.
DEPENDENCE STRATEGIC PARTNERS
Stakeholders wha are highly dependent Stakeholders with wham coaperation & importart in view of
on the Company’s activities the Company's strategic prospects
INTENSITY INFLUENCE
Stakeholders, in respact of which the most active Stakeshciders wha have a high degree of influence on
resporss s reguinsd the Company's operations and performance.

Relevance and completeness of reporting

Stakeholders were identified based on the criteria
of independence, group interests, and degree

of influence. This report discloses information
generated in accordance with the identified
expectations of stakeholders.

When forming this report, the Company reveals
in detail the issues of economic, social and
environmental responsibility. In preparing this
report, the Company followed the principles
for determining the content of the report
recommended by GRI.

Boundaries of the Reporting

This sustainable development report covers all of the Company’s subsidiaries and affiliates. The report includes
financial and non-financial data for all the Company's subsidiaries and affiliates.
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Significant topics and procedure

of their defining
| GRIT0240, 10243, 10247, 10247, 103-1

In order to generate the report, the Company
conducted a survey of interested parties to
determine the relevance of aspects through an online
guestionnaire.

The survey was conducted based on the classification
of GRI Standard topics and those identified as
significant in previous reporting periods.

Taking into account the specifics of the Company, the
questionnaire was developed in 4 languages: Kazakh,
Russian, English, and Chinese for the convenience of

passing the online survey of interested parties.

The survey was conducted among internal and
external stakeholders to assess aspects of sustainable
development. Based on the results of the responses,
a Relevance Matrix for the aspects of sustainable
development was formed.

The questionnaire provided an opportunity for the
stakeholders to evaluate the following aspects of
the Company's sustainable development in terms of
significance according to an increasing rating scale
from 1 to 5, where 1 means «not important» and 5
means svery importants. Significant aspects were
recognized as those aspects that in the sum of their
values for the two criteria scored more than & points.

Relevant Aspect Matrix

.00 —
#i) e»
350 =
== - 0

i @ | 4 3 v
B LOR T (10
i :?:

; (12)
g 2,50 L
- | |

3,00 350 an 4,50 500
Level of Significance for the Company
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Below is a list of identified significant topics for both the Company

and its stakeholders.

Relevance of information on the Company's econamic indicators

Relevance of customer satisfaction information

Relevance of information on indirect economic impacts of the Company on the regions

of its operation

Relevance of information on the Company's procurument practices

Relevance of information on the relationship with the regulator

Social aspects

6. | Relevance of information on the relationship between employees and management

7. | Relevance of information on prevention of corruption

Relevance of information on health and safety in the workplace

2. | Relevance of information on the provision of a social package to employees

10. | Relevance of information on mechanisms for filing complaints about labour practices

11. | Relevance of information on training and professional growth

12. | Relevance of non-discrimination information

Environmental aspect

Relevance of information on energy efficiency within the Company

Relevance of information on the Company’s compliance with environmental obligations

Relevance of information on expenditures and investments in environmental protection

Relevance of information on reducing emissions of greenhouse gases and other pollutants

SiE|RR|E

Relevance of information on transportation safety

Relevance of information on compliance with legal and regulatory requirements

“The report does not contain half-farmules of ndicators published in previous reports, as well as changes in the boundaries

and covenage of aspects.
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Standards
and Guidelines

The information presented in this report is formed in accordance with the GRI (Global Reparting Initiative)
Standards, the requirements of the legislation of the Republic of Kazakhstan, intemal requirements and
regulations of the Company itself, a5 well as in accordance with intemational corporate governance practices.

54
External Verification
| GRI10292,10256

This report has not been independently verified. In
the future, the Company plans to introduce similar
reporting verification practices.

The accuracy of the data included in the Report

is ensured by existing accounting and information
collection systems, as well as existing internal control
procedures.

| NC Kazakhstan Temir Zholy JSC

However, during the preparation of this report, a number
of relevant requests about the Company's impact on
nﬂ-mhashxmmmmaﬁm\r

Before publication, this Report shall be submitted for
approval by the Company’s Management Board and
approved by the Company's Board of Directors.

CONTACT INFORMATION

MNational Company Kazakhstan Temir Zholy Joint-stock Company
&, D. Kunayev str., Mur-Sultan, Republic of Kazakhstan, 010000
Information Service: +7 (7172) 93-01-13

Press Service: +7 (7172) 40-42-81

www.rallways kz, kense@ra

|i

Representative Office in Xinjiang Uygur Autonomous Region of China
Address: 108 Beisanlu street, Urumgi, People’s Republic of China
Tel: +8 10 84 (¥91)788 82 77 (Head - Abay Serikovich Bulatov)
e-mail: a_bulatov@eahoo.com

Representative Office in the Central Asian region

7 Shevchenko street, Mirabatsky district, Tashkent, Republic of Uzbekistan
Tel: + 8 10 (99871) 237 90 43 (Director = Murlan Turasovich Kenzhebekow)
e=-mail: ntk 77 @mail.ru

Representative Office in Turkmenistan

70 Andaliyev street, Ashgabat, Republic of Turkmenistan

Tel: +8 10 (99312)47 41 29 ( Head - Chingiz Abayevich Kakenow)
e-mail: kzhraib@mail.ru

Representative Office in the Russian Federation

21 Goncharnaya street, Moscow, Russian Federation

Tel: B{495)514 16 42 (Head - Viadimir Leonidavich Zakharov)
e-mail: ktzrf201 2@yandex.ru

Representative Office in China and South-East Asia

People's Republic of China, Beijing

Tel: + 8 10 (84105) B&4 33 27 (Head -Yerik Zhenissovich Aubakirov)
e-mail: ktz_beijing@qqg.com, ktzbeijing@mail.ru

Representative Office in the Islamic Republic of Iran

Tehran, Islamic Republic of Iran

Tel: +8 10 (98938) 231 07 77 (Head - Nurzhan Malikovich Tyrsynbekow)
e-mail: tnm 188 1@mail.ru

Email address for submitting questions about the sustainable developmemnt report:
Sustainability@railways.kz
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Standards
and Guidelines

The information presented in this report is formed in accordance with the GRI (Global Reparting Initiative)
Standards, the requirements of the legislation of the Republic of Kazakhstan, intemal requirements and
regulations of the Company itself, a5 well as in accordance with intemational corporate governance practices.

54
External Verification
| GRI10292,10256

This report has not been independently verified. In
the future, the Company plans to introduce similar
reporting verification practices.

The accuracy of the data included in the Report

is ensured by existing accounting and information
collection systems, as well as existing internal control
procedures.
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However, during the preparation of this report, a number
of relevant requests about the Company's impact on
nﬂ-aspechasﬂ'eecmmmrta‘dsmﬂy
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CONSOLIDATED FINANCIAL
STATEMENTS

KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY J5C

STATEMENT OF MANAGEMENT'S RESPONSIBILITIES
FOR THE PREPARATION AND APPROVAL OF THE CONSOLIDATED
FINAMCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019

Management of Kazakhstan Temir 2haly National Company 1SC (the "Company™) is responsible for the
preparatien of the consolidated financial statements that present fairly the financial position of the
Company and its subsidiaries (collectively = the *Group”} as at 31 December 2019, and the results of
its operations, cash flows and changes in equity for the year then ended, in compliance with
International Financial Reparting Standards as issued Dy the International Accounting Standards Board
("IFRS5").

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

. properly selecting and applying accounting policies;

. presenting information, including accounting policies, in @ manner that provides refevant,
reliable, comparable and understandable information;

. providing additional disclosures when compliance with the specific requirements in IFRSs 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
. making an assessment of the Group®s abllity to continue as a going concemn.

Management is also responsible for:

. designing, implementing and maintaining an effective and scund system of internal controls,
throughout the Group;

. maintaining adequate accounting records that are sufficient to show and explain the Group's
transactians 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 IFRSs;

* maintaining statutory accounting recerds in compliance with local legislation and [FRSs;

. 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 were authonsed for issue by management on 13 March 2020,
pre-approved by the Audit Committes of the Board of Directors of the Company and sulject to further
approval by the Board of Directors and the Shareholder,

D.A. Kunhilﬂ\r: MN.K. Abifava
| Deputy n of the Chief Accountant
Management Board for Finance

' 13 March 2020 13 March 2020
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Delodtte LLP

> 35 A2 Farabi dve.,
Abmaty, 059059,
eloltte. i
Tel: 47 (717} 258 13 40
Fax: +7 [727) 258 13 41

daloitte. kz

INDEPENDENT AUDITOR'S REPORT
To the Board of Directors and the Shareholder of Kazakhstan Temir Zholy National Company JSC

Opinion

‘We have audited the consolidated financial statements of Kazakhstan Temir Zholy
Hational Company 1SC (the "Company”} and its subsidiaries {together - the
"Group”}, which comprise the consolidated statement of financial position as at
31 December 2019, and the consofidated statement of profit or loss and other
comprehensive Income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended, and notes to the
consolidated financial statements, Including a summary of significant accounting
policias.

In our opinion, the accompanying consolidated financial statements present faldy, in
all material respects, the consclidated financial position of the Group as at

31 December 2019, and its consclidated financial performance and its consolidated
cash flows for the year then ended in accordance with International Financial
Reporting Standards as issued by the International Accounting Standards Board
{“IFRSs").

Basis for Opinion

‘We conducted our audit in accordance with International Standards on Auditing
{"15As"). Our responsibilities under those standards are further described in the
Auditar’s Responsibilities for the Auait of the Consolidated Financial Statements
section of our report. We are independent of the Group in accordance with the
International Ethics Standards Board for Accountants’ Coede of Ethics for Professional
Accountants (the “IESBA Code™) together with the athical requirements that are
relevant to our awdit of the consclidated financial statements in the Republic of
Kazakhstan, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the IES8A Cooe. We believe that the audit evidence we have
obtained Is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, In our professional judgment, were of most
significance In our audit of the consolidated financial statements of the current
period. These matters were addressed in the context of our awdit of the consolidated
financial statements as a whele, and in ferming our opinion theresn, and we do not
provide a separate opinion on these mathers.

Dwicstin efors 0 0rg o0 woop of Deicdie Tourfe Totiraiau Lmiard & UK presie company b by guaranirs (CFTL nneﬂ-;nn'
menubar s, e i tewtm) ereger, OTTL s gach of €3 remtes Forrmd are Mgady Se0SNIE e iSgapendem eviies OTIL (a0
FlE D TR e Gial] B Aol Pt Ll I Ehers Piude S wme SeIE PRI bl m Sa ABlaE] S lan o
D e s mamger i

& 1825 Deltlfii LLP. &% rights niServid
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Why the matter was treated as a key audit
matter

An-.e;tmnnt of potential impairment of
property, plant and equipment

The Group‘s propa'ty plant and equipment,
which is mainly represented by infrastructure
and rolling stock, comprises 83% of the
Group's total assets. Due to the existence of
impairment indicators, in particular, slower
growth rate in transit freight transportation
compared to the Group's Development Plan,
the Group performed an impairment
assessment for its property, plant and
equipment. In additien, the Greup identified
one cash-generating wnit to which assets
relate, which requires significant management
judgement.

The recoverable amount of the property, plant
and equipment was determined through
calculating it value in use based on the
Group's 2020-2024 Development Plan.
Calculation of the value in use reflects
management’s estimations of the future cash
flows derived from the assets, the expectations
about the amount or timing of those Tuture
cash fows, and other factors, The value in use
is sensitive to the small changes in key
assumptions.

Based on the above we determined the
impalrment of property, plant and equipment to
be a key audit matter. Piease refer to Note 4.

Liquidity and the going concern pri-ndple a

How the matter was addressed during the audit

We performed the following procedunes:

> evaluating whether the methodology applied and
the model used to calculate the value in use are in
lire with the requirements of IAS 36 Impairment of
AS5ers,

> evaluating appropriateness of the managements
identification of the cash-generating unit,

> analysing assumptions used in the determining the
discount rate and recalculating it with the assistance
of our valuation specialists,

> running a range of sensitivity tests to confirm that
no impairment was required if lass optimistic
assumptions within the reasonably possible range
had been applied with respect to the discount rate,
projected foreign exchange rates, freight tariffs
growth, freight turnover growth, as well as volume of
capital expenditures for assets maintenance and
replacement,

> challenging projected cash flows, Induding revenue
and operating profit growth assumptions, based on
historical data, market forecasts and the Group's
2020-2024 Development Plan. We analyted accuracy
of the management's preceding forecasts,
appropriateness of the assumptions used in the
forecasts, and their consistency with the plans
approved by the Board of Directors, and

> assessing the completeness and adequacy of
disclosuras in the consolidated financial statements,

As at 31 December 2019, the Group's current
liabilities exceeded its current assets by 57,676
million tenge. Current liabilties inchude
borrowings of 90,570 million tenge payable
within 12 menths from the date of these
consolidated financial statements. Also, for the
year ended 31 December 2019, the Group
incurred losses of 70,325 million tenge.

As disclosed in Note 15, the leans received
from EBRD and HSBC France with a carrying
value of 19,867 million tenge and 57,383
million tenge include certain financial
covenants, whereby non-compliance may result
in the loans becoming payabie on demand.

Management had prepared forecasts of the
expected financial position and financial results
for 2019 and concluded that the Group would
not be able to meet certain financial covenants,
50 that, prier to 31 December 2019,
management had requested and received
waivers from Rs creditors reganding non-
applicatinn of the financial covenants.

| NC Kazakhstan Temir Zholy JSC

Our going concern audit procedures were mainly
focused on a critical evaluation of the key
assumptions made and conclusions reached by
management and included the following:

> examining the correctness of assets and liabilities
classification,

= analysing management’s evaluation of the
principles of geing concern and their plans to settle
current liabilities,

> analysing current and expected events and
conditions, including financial and operating items,
which could cast doubts on the Group's ability to
continue as a going concem,

> gxamining the refiability and reasonableness of
data and assumptions applied in preparing cash Aow
ferecasts, including the consistency of input data to
other tests, such as impairment, the actuacial
valuation and hedge effectiveness testing,

> analysing downside scenarios affecting the Group's
liquidity and its ability to settie obligations, including
the ability to generate a sufficient level of cash flows
from operating activities to serve and settie its
borrowings, as well as the impact of possible

Why the matter was treated as a key audit
matter

Due to the above matters, critical judgements
are required by management in respect of the
sufficiency of the Group’s kiquid assets and its
ability to settie the current obligations in a due
course, Management's plans In respect of this
matter are discussed in Notes 2 and 31,

Given the parvasivanass of the effect of the
going concern conclusion to the financial
statements, this is considered to be a key audit
mattar.

How the matter was addressed during the audit

exchange rate fluctuations on liabilities and revenue
amounts,

= examining the documents supporting the
availability of financing sources, including credit
agreements, negotiations with fnancial institutions,
and Board of Director minutes,

> analysing the terms of the loan agreaments and
related covenants,

> recalculating financial covenants for mathematical
ACCUTACY,

> examining waivers received from creditors with
respect ko non-application of Anandial covenants as at
31 December 2019,

> evaluating external matters that could be an
indicator of adverse conditions and events, and

> assessing the completeness and adequacy of
information disclosed in the consolidated financial
statements.

Other Information Included in the Annual Report

Management is responsibie for the other Information. The other information comprises the
Information incluged in the Annual report, but dees not include the consolidated financial
statements and our auditor’s report thereon. The Annual report is expected to be made available

bo us after the date of this auditor's report.

Cur opinkon on the conselidated financial statements does not cover the other information and
we will not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial st; its, our respensibility is to

read the other Information identified above when it becomes avallable and, In dobng 50, consider
whether other information is materially inconsistent with the consolidated financial statements or
our knowledge obtained in the audit, or otherwise appears to be materially misstated,

When we read the Annual report, If we conclude that there Is a material misstatement therein,
we are required to communicate the matter to those charged with governance,

Responsibilities of Management and Those Charged With Governance for the

Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRSs, and for such Internal controd 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.

In preparing the consolidated financial statements, management is responsible for assessing the
Group's ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to
liquidate the Group or to cease cperations, or has no realistic altemative but to do so.

Those charged with governance are responsible for overseeing the Grouwp's financial reporting

process,
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whoie are free from material misstatement, whether due to frawd or error, and
to issue an auditer's report that includes eur opinion. Reasenable assurance is a high level of
assurance, but |5 not a guarantee that an audit conducted in accordance with 1SAs will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, memuvhlmm
influence the economic decisions of users taken on the basis of these consolidated financial
statements.

As part of an audit in accordance with 15As, we exercise professional judgment and maintain
professicnal scepticism throughout the audit. We also:

. identify and assess the risks of material misstatement of the consolidated fnancial
statements, whether due to fraud or error, design and perform audit procedures responsive
o thase risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for cur opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
Intentional omissions, misrepresentations, or the override of intemnal control;

*  pbtain an understanding of internal control relevant to the audit in order to design aud®
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectivenass of the Group's internal control;

*  evaluate the appropriateness of accounting policies used and the reasonablenass of
accounting estimates and related disclosures made by management;

+ conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether & material uncertainty
exists related to events of conditions that may cast signllr.'anl doubt on the Group's ability
to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are inadequate, t modily our
opinion, Our conclusions are based on the audit evidence obtained up to the date of our
auditer's report. However, future events or conditions may cause the Group to cease to
continue as a going concam;

+  evaluate the overall presentation, structure and centent of the consclidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation; and

+  obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an cpinion on the consolidated
financial statements. We are responsidle for the direction, supervision and performance of
the group audit. We remain solely responsibie for cur audit opinion,

Wea communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal contred that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related uards.

From the matters communicated with these charged with governance, we determine those
matkers that were of most significance in the audit of the consolidated financial statements of
the current period, and are therefore the key audit matters. We describa thesa matters in our
auditor’s repert unless law or regulation preciudes public disclosure about the matter or when, in
extremely rare circumstances, we determine that a matter should not be communicated n our
report because the adverse consequences of doing so would reasonably be expected to outweigh
the public interest benefits of such communication,

At~

Alua Yessimbekova

Engagement partner

Certified Public Accountant Qualfication certificate
New Hampshire, USA No.MF-0000715
Certificate No. 07348 dated 10 January 2019
Dated 12 June 2014 Republic of Kazakhstan

Ne. nuunc-ls e

issued by bm Mlnmr'_.' aninunoa
of the Republic of Kazakhstan
dated 13 September 2006

Nur-Sultan, Republic of Kazakhstan
13 March 2020
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KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY 15C KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY J5C
CONSOLIDATED STATEMENT OF FINANCIAL POSITION CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2019 AS AT 31 DECEMBER 2019 (CONTINUED)
SEMENERIEIN20L {in millions of Tenge) fin mitions of Tenge)
31 December 31 December = 31 b:n:'L 3 ";;“L
Motes 2019 2018 otes
CHAIRMAN OF THE BOARD ASSETS Non-current liabilities
OF DIRECTORS ADDRESS Mon-current sEsets gﬂfwm“ﬂ; —— :g 1.333.535 1 uggz. ;;a
eferred tax (4127 " B
i B : Lt b e Emplayee benefit abligations 17 19,278 31,948
Investments i joint venlures 7 17,389 15,493 L e 1% 20,325 et
ADDRESS BY THE CHAIRMAN Investmants in associates 7 15,164 16,866 ot s R 1 26,287 20584
OF THE MANAGEMENT BOARD Deferrad [2x assers 18 s01 G424 pillakis e i 3 *
Ddiher non-curment assets 8 129,784 102,800 Total non-current liabilities 1,738,394 1,502,778
Total non-current assets 2,951,574 2,894,852 Current liabilities
Bormowings 15 50,570 175,164
Current assets
BUSINESS MODEL Cash and cash equivaients ] 151,581 66,606 Trade accounts payable 19 116,512 140, ;2;
VAT recoverabile 29,137 18,274 Qtrier taxes payale a2z 9.73
henhfini i e i Emgloyee bencfit opligations 17 5,101 2,797
Trade accounis receivable 1l 13,244 21,639 ';.f“’ "‘“"“'”"? i 12 5,228 s
Prepald Income tax 2,295 2,311 C;na:::t‘?bﬁhl:zl i a8 61 a5 ea.010
COMPA';:R'?«?&L\?PMENT gtmh:?:d ass:t:’! 13 12 4%‘33 53'?;? Constructive otdigation for the benelit of the Shareholder 30 1,164 5:5&2
5 A Cther current liabilities 21 58431 68418
283,937 204,245
361,309 471,608
el it o safe:mnc) o atnintion T e Sseboler 14 106,352 29,336 Libilities associated with assets classified os held for sale 13 85,656 87,212
TS Total current sssets 390,289 303,581 Tatal current liabilities 147,965 554,820
Total assets —381,863 3,196,433 Tatal liabilities 2,186,359 2,057,598
:qum AMD LTARILITIES Total equity and liabilities 3,341,863 3,198,431
Share capital 14 1,082,239 1,062,635
BUSINESS RESULTS Additional paid-in cagital 14 . 290
Hedging reserve 14 (37.,600) (56,579)
Forgign currency translation reserve 14 461 5.8%2
Retained samings 78657 102,243 el
Equity attributable to the Sharehalder 1,529,857 1,114,481 -_—
CORPORATE GOVERNANCE ; 129, (114, <y W
AND ETHICS Moo contmima ntere sty 25,647 = D.A. Tov M., Abilova’
Total equity 1,155 504 1,140,835 the Chie

Management Board for Finance
13 March 2020 13 March 2020

SUSTAINABLE DEVELOPMENT
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KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY JSC

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2019

(in millions of Tenge)

Continuing operations
Revenuo

Freight transpodtation
Passenger transportation
Gowermmenk grants
Dther revenue

Total revenue
Cost of sales
Gross profit

Ganeral and administrative expenses

Finance intome

Finance costs

Foreign exchange loss

Share of the profit of associates and joing vantures

Gain from the disposal of shares in associates and subsidiaries not
qualifying as discontinued operations

Assets impairment

Other prafit or bsses, net

Loss bafore income tax
Incomme (ax expense

Loss for the year from continuing operations
Discontinued operations
Loss for the year from discontinued operations

Loss for the year

Other comprehensive income/ (loss) net of tax:

Hrems that will fod be subSequently réclassified (o profit or as5:

Remeasurement of employee benelit oblgations

lems that may be reclassified to profit or foss in subsequent
penods:

Net fair walue o35 on cash Now hedging instruments

Rectassification of the ioss on cash Now hedging instruments. to the
foss fior the pericd

Foreign exchange differencd on transhation of foreign operations

Other comprehensive income/(loss) for the year
Total comprehensive loss for the year

{Loss)/profit for the year attributable to:
The Shareholder
Non-controdiing inlerests

Total comprehensive (loss)/income attributable to:
The Shareholder
Mon-gentrolling Interests

Liss per share from continuing and discontinwed operations, in

tange
Loss per shuw?ﬁm continuing operations, in tenge
4,

22

2

23

24

25
26

1B

13

14

14,23

27
27

2019 2018

557,155 849,036
84,781 84,219
31,406 20,751
65,756 50,168
1,129,138 1,044,174
(872,366) (818448)
266,771 115,726
(6,619} {97,554)
5,256 8,215
{176.090) {103,534}
(11,592} {112,515}
8,013 3,481

59 8,333
{11,062) (6,009)
{17462} 2,595
{32,725) (71,262)
(24,218) {2,314}
(56,943) (73,576)
{13,382) {12,879)
—170,325) __ (B6,455)
{579} (1,167)
(26} (14,026)
19,005 -
569 1,048
18,969 {14, 144)
-ts&i!“l {100 5949}
{70,233) {87.219)
{92] 7o
£79,325) (86,455)
(51,314} (101,353)
(42} 764
(51,356) {100,599)
{141} {178)
{115) (150}

/-

D.A. Kysheptw

Dep! an of the
Board for Fi

13 March 2020
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of these cofisolidated fnancial staterments:

K. Abilova

Chief Accountant

13 March 2020

KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY 15C

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2019
fin smillions of Tenge)

Cash flows from operating activities:

Lioss for the year

Income tax expenses recognised in profit or boss, including
discontinued operations

Adjustments for:

Depreciation and amortisation

Finance costs

Assets impairment

Finance income

Empioyee benefit costs and other long-term employes benefits

Share of the profit of basociates and joint ventures

Allowance for impairment of accounts recevabla

Foreign exchange loss

Reclassification of the oes on cash flow hedging Instruments to the
lass for the pericd

Providons

Gain from the disposal of shares in associates and subsidiaries not
qualifying as discontinued operations

Qther

Operating Income before changes In working capital and other
balances

Change in trade accounts recelvable

Change n ivwentories

Change in other current and non-current assets (including long-term
VAT recowerabie)

Change in trade accounts payable

Change |n other taxes payabhe

Change In ather kabilities

Cnange in employes benefit obligatians

Cash ted from el

Interest paid
Inberast receved
Income tax paid

Met cash flows from operating activities

Cash fows from investing activities:

Purchase of property, plant and equipment, including advances paid
for property, plant and equipment

Purchase of intangible assets

Purchase of investment property

Proceeds from the sale of property, plant and eguipment

Procesads from the sale of other non-current assets

Investments in associates

Investments in other financial assets

Proceeds from the dispasal of other financial assets.

Dividiénds récelved from associates and Joint ventures

Net cash procesds from the sale of subsidiaries

Return of advance payment in connection with the tesmdnation of the
subsadiary sale transaction

Other

HNet cash flows from Investing activities

13,18

13, 26

14, 22

2019 2018
(70,325) (86,455)
25,322 3,602
124,942 121,065
183,527 109,367
10,609 6,302
{6,189} (8,701}
12,348 v
{8,013) (3,481)
12,942 8,084
11,646 112,417
19,005
15,733
{59) (8,333)
19,576 12,429
351,262 272,039
{11,519} (16,424}
1,120 {4,573)
5.843 {725)
13,717 22,200
(14,773} {4,501)
5,145 (7.172)
{3,286} {3,277}
347,509 157,576
(97,122} {101.246)
1113 1,782
{920 (2,484)
252 580 155,628
{173,315) {193,612)
i {2,066}
. {9,063}
18,352 287
1,440 L1403
3 {2.611)
{1,188) [86,570)
419 127,765
6,725 2,748
3,515 5,396
- (8,958)
113 -
{143,949]) (161,7832)
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HAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY JSC

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
{in mitlions of Tenge}

Hobes 2019 2018

Cash flowes from financing activities:
Srusre capisl contribution L4 19,225 =
Proceeds from bormowing 45],863 289,776
Bepayrment of borrowings (431,897} (295,510}
Dewidends and drstributons paid [20,665) (2, 70%)
Bonds earty extinguihment premium and fees paid 26 {45, 236) -
Repayment of lease abilibes {501 2) -
Repayment of finance lease dabilites - [L263)
Cithar. {1,036} =
Net cash fiows from financing activities {22,758) {10,106)
Net Increase/ (decrease) in cash and cash egubvalents a5.873 [18,260)
Cash &nd cash eguivalents at the beganning of the year ] 68,223 B4, 384
EMfect of changes. i foreign exchande rabes on cash snd Cash

equivalents balances neld in foregn curmency (2,122} 122
Effect of changes in allowance for expected credit losses (7} (23}
Cash and cash equivalents at the end of the year L] 15 1.1!:6'? glﬂ
Non-cash transactions:
Purchinse of property, plant and equipment from barrowed funds by

et bank transler 10 Ihe Suppiser 12,438 1,054
Rallway sominsstrations receivobles and payabies offset 9,143 7971
Settiement of borrowings by Non-current Assets - 556

DA, K rov
nqu of the

Management Board for Finance
13 Masch 2020
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KAZAKHSTAN TEMIR ZHOLY NATIOMNAL COMPANY JSC

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2019

o ribiong of Tenge) = =
Foraign Equity
CEPTENCY arsibutable Mon-
o the eantralil
—hpitel pald-incapiel __reseres . ressrve . earoings | Sharehofger  _ inksreiy  _ Fetslequity
&s 21 1 January 2008 LOGL &S - (AZ553) 4.m47 T06,607 LN 5IT TS 525040
EMger af mhe appiizanens of IS 9 = . - - [.5214] [8.0E2} [EELY] GR.00H)
As at | Jamuary 1018 (revisad) LERLENS & [4R553) 4841 197 540 LIIL565 TE,824 8,34%, 289
ALesalpraft ioF the weae - - - . (o R LT L LT Tt [, A5
Othar pomoretansive (It Jincome for the rar - . (e 0360 109 [LIETE 14,1941 - (B4, Lash
Total $iemereharnes (oSS \SNONmE I 18 vasT . - [14,028) 1,048 {88,285} {H01, 250 e 300, Sy
Shires s (Nole 14) = M0 - = - 0 & 288
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1. GENERAL INFORMATION

Kazakhstan Temir Zholy National Company J5C (the "Company™) was created in Kazakhstan in
accordance with Resolutions of the Kazakhstan Government (the “Ultimate Shareholder™) to
establish a holding company for government rallway industry assets. The Company was
registered on 15 May 2002, The consalidated financial statements include the results of the
operations of the Company and its wholly controlled subsidiaries (collectively, the “Group®). The
address of the Company's registered office is & D, Kunayev Street, Astana 010000, Republic of
Kazakhstan.

The Government, represented by Samruk-Kazyna Sovereign Welfare Fund J5C (the
“Sharenolder”) is the Company’s sole shareholder,

The Group operates a nationwide railway system providing freight and passenger transportation,
mainline railway services, providing operation, maintenance and modernisation of railway
infrastructure in Kazakhstan. As part of rail industry regulation in Kazakhstan, the Government
sets the tariffs the Group charges for its railway network services, its freight customers
(according to the Kazakhstan Entrepreneurial Code, this is a temporary measure until 2020} and
passenger customers, and partially subsidises specific passenger transportation activities
through government grants. These regulated tariffs differ based on the type of freight to be
transported. The Government does not regulate international transit and container freight
transportation tariffs.

The Committee for the Regulation of Natural Monopolies, protecting Competition and Consumer
Rights of the Ministry of the Naticnal Economy of the Republic of Kazakhstan (“CRNM™) has
approved rallway network tariffs for 2016-2020 with annual average growth of 4%. Starting from
5 July 2019, the CRNM agreed an 11.1% increase of tariff for locomotive haulage serviees {(2018:
10%). As a result, an average freight transportaticn tariff increase in 2019 was 7.2% (2018:
6.8%).

Starting from 21 September 2019, the regulator, represented by the Ministry of Industry and
Infrastructural Development of the Republic of Kazakhstan, approved a 10% increase of
passenger transportation tariffs for a number of interdistrict routes (2018: 79%).

Operating environment

Emerging markets such as Kazakhstan are subject to different risks than more developed
markets, including econamic, political and social, and legal and legislative risks. Laws and
regulations affecting businesses in Kazakhstan continue to change rapidly, tax and regulatory
frameworks are subject to varying interpretations. The future economic direction of Kazakhstan
is heavily influenced by the government’s fiscal and monetary policies, together with
developments in the legal, regulatory and political environment.

Group management monitors current economic developments in the country and the world and
takes measures it considers necessary to support the sustainability and development of the
Group's business for the foreseeable future. In addition, a recent coronavirus outbreak in China
may have an impact on the Group’s operations. However, the impact of further economic
developments on the Group's future operations and financial position is at this stage difficult to
determine.

The State controls Group structure and is responsible for long-term railway industry strategy in
Karakhstan. Since 1997, the Kazakhstan national railway industry has been undergoing
restructuring, which includes segregating freight transportation and infrastructure, change of
regulatory environment and establishing investment-friendly environment.

Under the Group's Development Strategy until 2029, work was continued in 2019 to improve
performance, develop transit traffic, optimise corperate portfolio structure in accordance with the
state privatisation programme, ensure financial sustainabllity of the Group, increase the clients’
satisfaction, guarantee safety of train traffic and ensure sustainable development of the Group.

| NC Kazakhstan Temir Zholy JSC

2, BASIS FOR THE PREPARATION OF FINANCIAL STATEMENTS
Statement of compliance

The Group's consalldated finandal statements have been prepared in accordance with
Imernational Financial Reporting Standards ("IFRSs") as issued by the International Accounting
Standards Board (“lASB").

Going concern

The Group's consolidated financial statements have been prepared on a going concern basis. This
assumes the sale of assets and settlement of liabilities in the normal course of business for the
foreseeable future. As at 31 December 2019, current liabllities exceeded its current assets by
57,676 million tenge (31 December 2018: 251,239 million tenge), Moreover, loss for the year
ended 31 December 2019 amounted to 70,325 million tenge {2018: 86,455 million tenge). AL the
same time, cash inflows from operating activities for the year ended 31 December 2019
amounted to 252,580 million tenge (2018: 155,626 million tenge). As at 31 December 2019, the
Group's berrowings of 90,570 million tenge are payable within 12 months of the reporting date.
Group management has assessed its needs for cash, including its scheduled debt repayments
and development plans, Historically, the Group financed major investment projects using funds
from the government and through borrowings, in addition to cash from operating activity. In
assessing its going concern basis, management also considered the Group’s financial position,
expected future performance and cash flows from operations, its borrowings, available credit
facilities, its capital expenditure commitments, expected tariffs growth, foreign currency exchange
rates and other risks facing it. After completing the relevant analysis, management concluded
that the Group has adequate resources to continue in operational existence and settle its
liabilities (Note 31) and that the going concern basis is appropriate in preparing these
consolidated financial statements.

Basis for measurement

The consolidated financial statements have been prepared on the historical cost basis, except for
certain financial instruments that are measured at revalued amounts or fair values as at the
reporting date.

Basis of consolidation

The consolidated financial staterments comprise the financial statements of the Company and
entities controlled by it and the subsidiaries listed in Note 29_ The Group's investments in which it
has significant influence are accounted for using the equity method. All intragroup transactions,
balances, and unrealised gains and losses are eliminated on consolidation.

Functional and presentation currency

The Group's consalidated financial statements are presented In Kazakhstan tenge (“tenge™). The
assets and liabilities of forelgn operations, where the functional currency is different to tenge, are
translated into tenge at the exchange rate effective at the reporting date, while profit and loss
itens are translated into tenge at the weighted-average exchange rate for the year. Exchange
rate differences arising on translation are recorded directly to other comprehensive income., Upon
disposal of a foreign operation, all accumulated exchange differences related to that specific
foreign operation are recognised In profit or loss.

Tenge is not a fully convertible currency outside of Kazakhstan. Transactions in currencies other
than the Group’s functional currency (foreign currencies) are recorded at the market rate ruling at
the transaction date using market rates set by the Kazakhstan Stock Exchange ("KASE"). For
foreign currencies not quoted by KASE, exchange rates are set by the National Bank using cross-
rates to the US Dallar (*US$") in accordance with quotations received from Reuters.

Annual Report. 2019 |



Contents

COMPANY IN NUMBERS -

KEY INDICATORS FOR 2019 KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY 15C KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY J5C
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in millions of Tenge, uniess stated otherwise)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
{in millions of Tenge, unless stated otherwise)

KEY EVENTS IN 2019

CHAIRMAN OF THE BOARD
OF DIRECTORS ADDRESS

ADDRESS BY THE CHAIRMAN
OF THE MANAGEMENT BOARD

BUSINESS MODEL

COMPANY DEVELOPMENT
STRATEGY

ABOUT THE COMPANY

BUSINESS RESULTS

CORPORATE GOVERNANCE
AND ETHICS

SUSTAINABLE DEVELOPMENT

ABOUT THE REPORT

CONTACT DETAILS

CONSOLIDATED
FINANCIAL STATEMENTS

INDEX OF GRI STANDARD
DISCLOSURES IN THE REPORT

GLOSSARY

Monetary assets and liabilities denominated in foreign currencles are remeasured to the entity’s
functional currency at the exchange rate effective at the reporting date with all differences arising
from a change in exchange rates subseguent to the transaction date recognised in profit or loss.
Nen-monetary items carried at fair value and denominated in foreign currencies are remeasured
at the rates prevailing at the date when fair value was determined. Non-monetary items
measured in terms of historical cost in a foreign currency are not remeasured. Foreign exchange
galns or losses in profit or loss are presented separately in the consolldated statement of profit or
loss and other comprehensive income.

The fallowing table presents exchange rates to the tenge as at the relevant date:

31 December 31 December
2019 2018

usg 382.59 384,20
Euras 429.00 435,37
Swisz Francs 395.16 390,41
Russian Roulles 6.1 L.52

3. SIGNIFICANT ACCOUNTING POLICIES

Adoption of new and revised IFRSs, Interpretations and amendments to existing IFRSs
effective from 1 January 2019

The following Standards, Interpretations and amendments were applied by the Group for the first
time in 2019:

. IFRS 16 Leases. IFRS 16 supersedes [AS 17 and all relabed interpretations: [FRIC 4
Determining whether an Arrangement Contains a Lease; SIC-15 Operating Leases -
Incentives; SIC-27 Evalvating the Substance of Transactions in the Legal Form of a Lease.

. IFRIC 23 Uncertainly over Income Tax Treatments. The Interpretation clarifies that for the
purposes of calculating current and deferred tax, companies should use a tax treatment of
uncertainties, which will probably be accepted by the tax authorities.

+  Amendments to IFRS 9 named Prepayment Features with Negative Compensation, The
Amendments relate to financial assets with an optien of early prepayment, the conditions of
which allow early prepayment in a variable amount, which in turn may exceed as well as
may be lower than the remaining cutstanding cash flows, and allow to measure such
instruments either at amortized cost or at fair value through other comprehensive income.

«  Amendments to IAS 28 Long-term Interests in Associates and Joint Ventures. The
amendment clarifies that IFRS 9, including its impairment requirements, applies to other
financial instruments in an associate or foint venture to which the equity method |s mot
applied,

+  Amendments to IFRS 3, IFRS 11, 1AS 12 and IAS 23 - Annual Improvements to IFRS
Standards 2015-2017 Cycle,

+  Amendments to IAS 19 named Employes Benefits Plan Amendment, Curtailment or
Rettlement,

The amendments and interpretations did not impact the Group's consolidated financial
statements, except for IFRS 16 Lesses, the impact of which is described below.

General impact of application of IFRS 16 Leases

IFRS 16 introduced a unified model for the definition of lease agreaments and its accounting by
both the lessor and the lessee.

The Group applied IFRS 16 using a modified retrospective approach, whereby comparative

information s not restated, and the cumulative effect of the initial application of IFRS 16 is
presented as an adjustment to the opening balance of retained earnings.

| NC Kazakhstan Temir Zholy JSC

The Group applied practical expedient avallable in the transition to IFRS 16 and, accordingly, did
not reanalyse the contract as a whole or its individual components as a lease at the date of initial
application, for contracts that were previously identified as lease contracts using IAS 17 Leases
and IFRIC 4. In addition, the Group applied practical expedient in relation to those contracts
whose terms, taking into account economically viable prolongations and the possibility of
purchase option of the leased item, were less than twelve months, as well as for leases with low
value assets,

The lessor's accounting treatment in accordance with IFRS 16 has remained almost unchanged
compared te 1AS 17, Lessors will continue to classify leases using the same classification
principles as in IAS 17, while distinguishing two types of leases: operating and finance, However,
IFRS 16 has changed and expanded the disclosures required, in particular with regard to how a
lessor manages the risks arising from its residual Interest in leased assets.

Impact of the new definition of a lease

The change in definition of a lease mainly relates to the concept of control, IFRS 16 determines
whether a contract contains a lease based on whether the customer has the right to control the
use of the identifiable asset for a pericd of time in exchange for consideration, The Group applies
the definition of a lease and related guidance set out in IFRS 16 to all lease contracts entered into
on or after 1 Januwary 2019 (whether it is 2 lessor or a lessee in the lease contract). The new
definition of the lease in IFRS 16 did not change significantly the scope of contracts that meet the
definition of a lease for the Group.

IFRS 16 has made significant changes to the lesses's accounting, eliminating the distinction
between operating and finance leases, and requires recognition of a right-of-use asset and a lease
obligation for all leases, except for short-term leases and leases of low value assets. Expenses
related to short-term leases and leases of low value assets for 2019, included in cost of sales and
general and administrative expenses, amounted to 3,513 million tenge and 1,269 million tenge,
respectively,

Impact on assets, liabilities, equity and lease commitments as at 1 January 2019:

Effect of
adoption of
IFRS 16
MAssets
Propearty, plant and equipment {Note &) 21,890
Agsets of the disposal group held for sale (Transtelecom JSC) 208
Net impact on assets 22,098
Liabilities
Lease kability (Note 15) 21,890
Liabilities associated with assets classified as held for sake (Transtelecom 15C) 208
Net impact on liabilities 22,098

As a result of recognition of right-of-use asset and lease liability, the deferred tax asset and
liability are equal. Thus, adaption of IFRS 16 had no impact on retained earnings as at 1 January
2019,

Leases that were previously classified as finance leasa, the Group did not change carrying value
of recognized assets and liabilities as of initial date of recognition (i.e. right-of-use assets and
lease liabllitles are measured In the amounts equal to leased assets and lease liabllities
recognized under 1AS 17 Leases). Lease liabllities previously classified as finance lease under
1AS 17 and previously presented under Finance fease Nabilities line are now presented as the
Lease liabilities lina,
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The fallowing table presents the recanciliation of lease liabilities:

Operating lease commitments at 1 January 2018 25,745
Effect of discounting at incremental borrowing rate as at 1 January 2019 [weighted average rate

11.41% per annum) (3,525)
Discounted oparating lease at 1 y 2019 22,220
Less short-term leases and leases of low-value assets (330}
Recognised lease liabilities previously classified as operating lease 21,830
Plus lease liabilities previously classified as finance lease (Note 16) 18,072
Lease liabilities at 1 January 2019 39,962

Impact on profit/(loss) and loss per share

The new standard has resulted in a change in the amount and presentation of expenses
associated with a lease previously classified as an operating lease for a lessee. Under IAS 17,
operating lease expenses were presented as part of operating expenses. Under IFRS 16,
expenses are divided into finance costs and depreciation.

Impact on profit/ {loss), other comprehensive income/(loss) and loss per share:

2019
Decrease in cost of sales:
Increase in depreciation and amartisation (2,343)
Decreasa in operating lease expenses 2,651
Inerease in gross profit 318
Decrease in general and administrative expenses:
Increase in depredation and amortisation (54)
Decreasa in operating lease expensas 109
Increase in finance costs 2,412}
Increase of the loss before income tax {2,039)
Decraass in INCome [ax expenses —_— 0B
Increase of the loss for the year from continuing operations {1,631)
Increase of the loss for the year from discontinued operations (Transtelecom JSC) (102}
Increase of the loss for the year {1,733)
Increase of other comprehensive loss for the year a9
Increase of total comprehensive loss for the year 1,634
Increase of the loss per share from continuing operations, in tenge [E3]

Impact on cash flow statement

In accordance with IAS 17 operating lease payments were presented as part of cash flows from
operating activities, while under IFRS 16 lease payments are dassified as cash payments of
interest portion of lease liability and its principal pertion. In accordance with the reqguirements of
IFRS 16, the Group presented the repayment of principal in cash flows from financing activities,
In accordance with the Group's Accounting policy, interest pald is classified as part of the cash
flows from operating activities, Short-term lease payments, low value asset lzase payments and
variable lease payments not included in the measurement of a lease lability are presented as part
of operating activities.,

The adoption of IFRS 16 has no material impact on net cash flows.

| NC Kazakhstan Temir Zholy JSC

New or revised standards issued but not yet effective

A number of new standards, interpretations and amendments to standards are effective for
annual periods beginning on or after 1 January 2020, Specifically, the Group did not apply early
the following standards, interpretations and amendments to the standards:

. IFRS 17 lnswrance Confracts (effective for annual reporting pertods beginning on or after
1 January 2021);

" Amendments te IFRS 10 and IAS 28 regarding Sale or Contribution of Assets belween an
Investor and its Associate or Jaint Venture (effective for annual reporting periods beginning
on the date when determined by IASE;

. amendments to IFRS 3 regarding Definition of a business (effective for annual reporting
periods beginning on or after 1 January 2020);

] Amendments te IFRS 9, 1AS 39 and IFRS 7 regarding Interest Rate Benchmark Reform and
its Effects on Financial Reporting (effective for annual reporting periods beginning on or after
1 January 2020);

“ Amendments te [AS 1 and IAS 8 regarding Definition of Material (effective for annual
reporting periods beginning on or after 1 January 2020);

" Amendments te 1AS 1 regarding Classification of Liabilities as Current or Non-current
{elfective for annual reporting perieds beginning on or after 1 January 2022).

Group management expects that the application of the standards and amendments when become
effective will not have a significant effect on the Group consolidated financial statements,

Significant accounting policies

Property, plant and equipment

Property, plant and equipment is stated at historical cost less subsaquent accumulated
depreciation and impairment losses, Depreciation is charged once the asset becomes available for
its intended use.

Subsequent costs

The costs of the day-to-day servicing incurred during an asset's useful life (regular maintenance
to ensure the asset remains in a working condition) and repair expenses (technical inspections,
maintenance contracts, etc.) are recorded in profit or loss when incurred.

Costs are capltalised only If those costs qualify for recognition as assets in accordance with
provisions of IAS 16 Property, Plant and Equiprment,

Construction-in-progress

Construction-in-progress comprises costs directly related to the acquisition and construction of
property, plant and equipment, induding the appropriate allocation of directly attributable
variable overheads incurred during construction. The carrying value of construction-in-progress Is
regularly reviewed for impairment.

Leases
The Group as lessee

For the lease contracts (or separate components of the contracts), under which the Group is
granted the right to control the use of an ident/fled asset (as defined by IFRS 16 Leases) for a
certain period of time in exchange for consideration, the Group recognizes a right-of-use asset
and a corresponding lease lability at the inception of the contract. Nen-lease components of the
contracts are accounted for in accordance with other relevant standards.

In accordance with IFRS 16 Leases, the Group does not apply the standard for the lease contracts
with lease term of less than 12 months at lease Inception and without purchase option, for the
leases with variable lease rates and for the leases of low value assets. The Group recognizes
short-term leases and leases of low value assets as expense on a straight-line basis over the term
of the lease,
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The lease liability is initially measured at the present value of the lease payments that are not
paid at the commencement date, Lease payments are discounted by using the Group incremental
borrowing rate, except when the rate is implicit in the lease and can be readily determined,

The Group remeasures the lease liability (and makes a correspanding adjustment to the related
right-of-use asset) whenever:

. The lease term has changed or there is a significant event or change In circumstances
resulting in a change In the assessment of exercise of a purchase option, in which case the
lease liability is remeasured by discounting the revised lease payments using a revised
discount rake.

+  The lease payments change due to changes in an index or rate or a change in expected
payment under a guaranteed residual value, in which cases the |ease liability is remeasured
by discounting the revised lease payments using &n unchanged discount rabe {unless the
lease payments change is due to a change in a floating interest rate, in which case a revised
digcount rate is used).

« A lease contract is modified and the lease modification is not accounted for as & separate
lease, in which chse the lease liability i5 remeasured based on the lease term of the modified
lease by discounting the revised lease payments using a revised discount rate at the
effective date of the modification.

At the commencement date, the Group measures the right-of-use asset at cost that includes the
amount of the initial measurement of the lease liability, any lease payments made at or before
the commencemeant date less any lease incentives received, any initial direct costs incurred by the
lessee. The right-of-use asset |s subseguently measured according to the accounting policy that ks
applied for own assets, including for depreciation and amortization and impalrment measurement.

The recognized right-of-use asset is depreciated over the shorter period of expected useful life of
the underlying asset or lease term,

The Group presents lease liabilities in the consolidated statement of financial position as a
separate line (Note 16), while right-of-use assets are presented within the same line item as that
within which the corresponding underlying assets would be presented if they were owned, |.e.
within property, plant and equipment (Nete 6) and intangible assets,

The Group as lessor

The Group enters into lease agreements as a lessor with respect to some of its property, plant
and equipment items (Notes & and 23).

Leases for which the Group is a lessor are classified as finance or operating leases. Whenewver the
terms of the lease transfer substantlally all the risks and rewards of ownership to the lessee, the
contract is classified as a finance lease, All other leases are classified as operating leases. Rental
income from operating leases is recognised on a straight-line basis over the term of the relevant
lease,

Borrowing costs

The Group capitalises bormowing costs that are directly attributable to the acquisition, construction
or production of qualifying assets as part of the cost of that asset.

The Group capitalises borrowing costs on general purpess Dorrowings to the extent they are used
to obtain a qualifying asset. The capitalisation rate is the weighted average of the borrowing costs
applicable to the Group's borrowings that are outstanding during the period and used to construct
and produce a qualifying asset, other than borrowings recelved specifically for the purpose of
obtaining a qualifying asset. Moreover, if the loan remains outstanding after the relevant
qualifying asset is ready for the intended use, then in calculating the capitalization rate, such a
loan is included in general borrewing pool.

Investment Income generated on a temporary investment of specific borrowings pending their use
on qualifying assets is deducted from borrowing costs eligible for capitalisation.

| NC Kazakhstan Temir Zholy JSC

Barrowing costs also include exchange differences arising from foreign currency borrowings to the
extent that they are regarded as an adjustment to interest costs. An exchange difference amount
capitalised as an adjustment to interest costs should not exceed the interest cost amount the
Group would capitalise if the loan had been received in the local currency, Any excess over
exchange difference is recognised in profit or loss.

All gther borrowing costs are recognised in profit or loss in the period in which they are incurred.
Inventories

Inventories are valued at the lower of cost or net realisable value. Costs comprise of charges
Incurred to bring the inventory to its present location and condition for its Intended use. Net
realisable value is the estimated selling price in the ordinary course of business, less the
estimated costs of completion and costs necessary to make the sale. Inventory is valued on a
weighted-average cost basis,

Financial instruments

Financial assets and financial liabilities are recognised in the Group’s statement of financial
position when the Group becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value,

All recognised financlal assets are measured subsequently either at amortised cost or fair value
on the basis of the entity’s business medel for managing the financial assets and the centractual
cash flow characteristics of the financial assets.

Wherein:

. debt instruments that are held within a business model whose cbjective is to collect the
contractual cash flows, and that hawve contractual cash flows that are solely payments of
principal and interest on the principal amount outstanding, are measured subsequently at
amortised cost;

- debt Instruments that are held within a business model whose objective is both to collect the
contractual cash flows and to sell the debt instruments, and that have contractual cash flows
that are solely payrments of principal and interest on the principal amount eutstanding, are
measured subsequently at fair value through ether comprehensive intome (FVTOCT); and

. all gther debt investments and equity investments are measured subsequently at fair value
through profit or loss (FVTPL).

In the current year, the Group has not designated any debt investments that meet the amortised
cost or FYTOCT criteria as measured at FVTPL,

Debt instruments that are measured subsequently at amortised cost or at FWTOC] are further
evaluated for impairment (Nobe 4).

All financial liabilities are measured subsequently at amortised cost using the effective interest
method or at FWTPL.

Gains or losses on modification of financial liabilities at amortized cost are recognized in profit or
loss. A gain or loss Is determined as the difference between the criginal cash flows and the
present value of the estimated future cash flows discounted using an initial effective interest rate
of the financial instrument.

Non-current assets held for sale

Nen-current assets and disposal groups are classified as held for sale if their carrying amount will
be recovered through a sale transaction rather than through continuing wse. This condition is
regarded as met only when the sale is highly probable and the asset (or disposal group) is
available for immediate sake in its present condition. Non-current assets (and disposal groups)
classified as held for sale are measured at the lower of carrying amount and fair value less costs
to sell.
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When the nen-currént asset ceased to be classified as held for sale, the Group includes any
required adjustment to the carrying amount of the asset in profit or loss frem continuing
operations in the period in which the classification criteria are no longer met. If the disposal group
oF non-current asset that ceases to be classified as held for sale is a subsidiary, joint operation,
joint venture, associate, or a portion of an interest in a joint venture or an associate, the Group
amends retrospectively the financial statements for the periods since classification as held for
sale.

Equity
Share capital

Commen shares are classified as equity. Costs directly attributable to the issue of new shares,
other than on a business cembination, are shown as a deduction fram equity proceeds. All non-
cash contributions to share capital are assessed at fair value as at the date of the contribution by
an independent appraiser.

Censideration received for commeon shares yet to be legally registered is recognised as additienal
paid-in capital until they are registered, when any proceeds are transferred to share capital.

Other contributions

The Group enters nto equity transactions with the Shareholder, such as asset transfers,
adjustments for below market interest loans and others that would not relate to the acquisition of
additional equity interest in the Group. The Group recognises such transactions through equity In
retained earnings.

Other distributions

Distributions are recognised in equity when the Group has irrevocably committed to transfer cash
or non-monetary assets to its Shareholder/Ultimate Shareholder free of charge and the amount of
the commitment can be reliably measured. Distributions are recognised in equity net of any
related deferred tax effects, where appropriate.

Hedge accounting

The Group designates certain hedging instruments, which include derivatives, embedded
derivatives and non-derivatives in respect of forelgn currency risk, as elther fair value hedges,
cash flow hedges, or hedges of net investments In foreign operations. Hedges of forelgn exchange
risk on firm commitments are accounted for as cash flow hedges.

At the inception of a hedge relationship, an entity documents the relationship between the
hedging instrument and the hedged item, along with its risk management chjectives and its
strategy for undertaking various hedge transactions. Furthermaore, at the inception of the hedge
and on an ongeing basis, the Group documents whether the hedging instrument is highly effective
in offsetting changes in fair values or cash flows of the hedged ibem attributable to the hedged
risk.

Cash flow hedges

The effective portion of changes in the fair value of financial instruments that are designated and
qualify as cash flow hedges is recognised in other comprehensive income and accumulated under
the heading of cash flow hedging reserve. A gain or loss relating to the ineffective portion is
recognised immediately in profit or loss for the reporting period, and is included in the “finance
costs’ line [tem.

Amounts previously recognised in other comprehensive inceme and accumulated in equity are

reclassifled to profit or loss in the periods when the hedged item affects profit or loss, in the same
line as the recognised hedged ikem.
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Hedge accounting is discontinued when:

2) the Group revokes the hedging relationship,
b)  the hedging instrument expires or is sold, terminated, or exercised, or
€) it no lenger qualifies for hedge accounting.

Any gain or loss recognised in other comprehensive income and accumulated in equity at that
time remains in equity and is recognised when the forecast transaction ks ultimately recognised in
profit or boss. When a forecast transaction is no longer expected to occur, the gain or loss
accumulated |n equity is recognised Immediately in profit or loss.

Government grants

The government authorises the Group to receive subsidies in the form of government grants to
partially cover the cost of transporting passengers on sacially important routes in Kazakhstan.
Government grants are recognised at their fair value when there is reasonable assurance that the
subsidy will be received, and all corresponding conditions will be met. Government grants are
recognised regularly during reporting periods as the subsidies are used to cover carrier costs to
transport passengers on socially significant routes,

Revenue

The Group recognises revenue to reflect the transfer of promised goods oF SErvices to customers
in an ameunt that reflects the consideration to which the Group expects to be entitled in
exchange for those goods or services, Revenue |5 recognised less VAT and rebates.

Revenue fram freight transportation services
Domestic, international import, international export and international transit routes

Revenue from frelght transportation services is recognized over time. The extent of completion of
the freight transportation process is calculated as the ratio of transportation volumes provided as
at the reporting date to the total transportation volumes.

The Group provides services on monthly 100% prepayment terms, as agreed in contracts with
carriers. Prépayments received from customers for transportation services not yet rendered are
typically short-term and recognised as advances received within contract liabilities at the date of
receipt.

Advances received from customers for domestic, international import, international export and
international transit freight transportation services are recognised as deferred income within
contract liabilities ence transportation has started. Deferred income is credited to revenue of the
reporting peried as the services are provided.

Pursuant to the CRNM Order On the Approval Of a Temporary Decreasing Coefficient For Railway
Freight Transpertation Tariffs, certain contracts envisage discounts dependent on the volumes of
services consumed. Revenue from these services s recognised based on contractual prices less
estimated discounts. The Group uses the expected value methed to estimate the discount
amount.

As at 31 December 2019, there is no liability to customers on discounts (31 December 2018:
1,070 million tenge).

Handling rolling stock

The Group discloses revenue from handling services within revenue from freight transpertation
services and recognises by the extent of completion of the services at the reporting date, as the
performance obligation is satisfied over time and the customer simultaneously receives and
consumes the benefits of the Group's performance. The extent of completion of the services is
calculated as the ratio of transportation velume, provided as at the reporting date to the total
transportation volumes,
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Rolling stock handling services are provided, as a rule, based on prepayments, which are
recagnised as advances received within contract liabilities.

Revenue recognition from passenger transportation services

Revenue from passenger transportation services is recognised by the extent of completion of
transportation at the reporting date. Proceeds from ticket sales are recognised as deferred
income, which is transferred to revenue from the time of departure of a passenger. Prepayments
received from customers for transportation services not yet rendered are recorded within
advances at the time of their receipt. Upon receipt of applications for passenger transportation
and issuing tickets, advances approximating the expected estimated revenue from the services
are transferred to deferred income. Deferred income is similarly transferred to revenue as
passengers depart,

Passenger transportation services are generally completed within several hours/days. An analysis
of past experience has shown that passenger transportation in progress at the reporting date is
ingignificant.

Other revenue

Other revenue includes penalties received, revenues from the sale of goods, materials, scrap
metal, loading and unloading services and vehicle servicing.

Cther revenue from the provision of services |s recognised over time as the services are provided.
When a performance obligation is satisfied at a certain period of time (sale of goods, materials
and scrap metals), revenue Is recognised when “control” of the goods underlying the particular
performance obligation is transferred to the customer.

The Group when accounting for significant contracts under which the period between the transfer
of the promised goods or services to the customer and the respective payment exceeds one year,
adjusts the transaction price for the time value of money.

Sale and lease back transactions

The Group accounts for a transfer of an asset in a sale and leaseback transaction as a sale only if
the transfer meets the requirements of IFRS 15 Revenue from contracts wilth customers.

If, under IFRS 15, a sale is to be recognised by the seller-lessee, then the right-of-use asset
leased back is measured at the proportion of the previous carrying amount of the asset that
relates to the right of use retained by the seller-lessee, The seller-lesses recognises only the
amount of any gain or 1055 that relates to the rights transferred to the buyer-lessor,

If the transfer of an asset by the seller-lessee does not satisfy the requirements of IFRS 15 to be
accounted for as a sale of the asset, the seller-lessee continues to recognize the transferred asset
and recognizes a financial liability equal to proceeds for the transfer by applying IFRS 9 Financia/
Instruments.

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

The preparation of the consolidated financial statements in compliance with IFRSs requires Group
management to make judgements and use estimates and assumptions that affect the reported
amounts of assets and llabilities at the reporting date of the consolidated financial stabements and
the reported amounts of revenue and expenses during the reporting period. Although these
estimates are based on historical experience and other factors that are considered to be relevant,
events or actions may mean that actual results ultimately differ from those estimates.
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Critical judgements in applying accounting policies

The following are the critical judgements, apart from those involving estimations, that
management has made in the process of applying the Group's accounting policies and that have
the most significant effect on the amounts recognised in the consolidated financial statements.

Control assessment

Subsidiaries are those entities controlled by the Group. The Group controls a subsidiary when it s
exposed, or has rights, to variable returns from ts Invelvement with the investee, and has the
ability to use its power to affect its returns. Consolidation of a subsidiary begins when the
Company obtains control over the subsidiary and ceases when the Company loses control of the
subsidiary. When necessary, adjustments are made to the financial statements of subsidiaries to
bring their accounting paolicies inta line with the Group’s accounting policies. Losses are attributed
to non-contrelling interests in full, even if this results In a debit balance (“deficit™) (Mote 29).

Under the trust management agreement with the Shareholder, the Company recognized Aktau
Sea Commercial Port Mational Company J5C as a subsidiary because of the extensive authority
given bo the Group by the Shareholder. The agreement gives it the practical ability to manage the
relevant activities of the entity unilaterally. The Company is also entitled to receive residual
returns in the entity,

During 2019, the Group transferred a subsidiary Tulpar Wagon Censtruction Company LLP
(former Tulpar-Talgo LLP) to trust management to Transmashholding Kazakhstan - KZ LLP at the
same time retaining control over it.

Loans at a rate below the market interest rate

The Group receives loans from the Shareholder/URimate Shareholder at a rate below the market
rate for similar loans in arm’s length transactions. These loans are initially recognised at the fair
value of the consideration received less directly attributable transaction costs. The Group
calculates the fair value (amortised cost) of these loans using market rates on governmental
long-term treasury bonds with comparable maturities and recognises an adjustment to the loan
value (less the related deferred tax) within equity. When no comparable maturities exist, the
Group extrapolates the most comparable market rates to the life of the loan received by the
Group. After initial recognition, interest-bearing loans and borrowings are subsequently measured
at amortised cost using the effective interast method,

The benefit from government loans with an interest rate below the market, where the Group,
upon receipt of loans, qualifying under certain criteria established by the State for all market
participants, Is recognized by the Group as a government grant. In other cases, the Group
considers these loans as transactions with the ultimate Shareholder and accounts for the fair
value adjustments of the leans recelved at a rate below market through equity.

Assets classified as held for sale

In December 2015, the Kazakhstan Government approved the ‘Comprehensive Privatisation Plan
for 2016-2020° (the “Plan”), whereby Group management approved a list of subsidiaries,
associates and joint ventures to be sold. IFRS 5 Mon-Current Assets Held for Sale and
Discontinued Operations requires management to apply judgements regarding the high
probability of an asset’s sale. As at the reporting date, Group management assessed the status of
the Plan and classified assets/liabilities as disposal groups held for sale as those meeting IFRS 5
criteria (Note 13).
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Cash-generating unit identification

Growp management considered all segments as a single cash-generating unit (OGU) for
impairment testing purposes as under the Group’s current operating model cash flows for each
segment are not considered to be sufficiently independent. Railway infrastructure is integral and
is mot differentiated for freight and passenger transpartation lines. Accordingly, there is no
objective allocation of infrastructure assets for cash flows from freight and passenger
transportation. Due to the specifics of tariff regulation for freight transportation and the need to
cross-subsidise passenger transportation, railway infrastructure cannot generate independent
cash flows. Accordingly, the Group |s treated as one cash-generating unit in impalrment testing.

The Kazakhstan Government, as the Company's Ultimate Shareholder, has approved a
privatisation plan for certain Group entities, which, If implemented, would result in a new
Interaction mechanism among its various business units. As the Group's restructuring precesses
hawe not been completed, these possible developments were not taken inte account for current
year impairment testing purposes. Subsequent changes in the identification of CGUs may affect
the carrying value of the Group's assets.

Accounting of finance lease agreements with DBK-Leasing JSC

The Group, represented by Passengers Transportation JSC and Tulpar Wagon Construction
Company LLP, entered into a number of three-side purchase-sale and finance lease arrangements
with DBK-Leasing J5C, which Is under common controd of ultimate Shareholder, to renew
passenger wagons park. According to these arrangements, DBK-Leasing J5C finances on a 100%
prepayment basis the construction of passenger wagons by Tulpar Wagon Construction Company
LLP for acquiring them to ownership with further leasing out to Passenger Transportation 15C
under finance lease.

Management concluded that the transaction between Tulpar Wagon Construction Company LLP
and DBK-Leasing JSC does not meet the requirements of IFRS 15 Revenue from contracts with
customers to account for the asset sale at the Group level, as the control over passenger wagons
is mot transferred to DBK-Leasing J5C, but left with the Group.

DBEK-Leasing 1SC finances the construction of the wagons, but is limited in its ability to direct the
subsequent use of and obtain all of the remaining benefits from the asset, Accardingly, the Group
recognises the obligation to DBX-Leasing J5C as financial liability (borrowing) according to IFRS 9
Financial Instruments and recognises passenger wagons and work-in-progress as property, plant
and equipment items and construction in progress in accordance with IFRS 16.103 Leases

(Mote 3).

Since financing was provided at preferential interest rates and such terms were provided solely to
finance the renewal of passenger car fleet of Passenger Transportation JSC based on a separate
Decree of the Government of the Republic of Kazakhstan, the Group considers these transactions
as transactions with ultimate Shareholder and recognises fair value adjustments of the loans
recefved at below market rate through the equity within retained eamings as other contributions
(Motes 14 and 15).

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of estimation
uncertainty at the end of the reporting period for which there is a significant risk they may cause
a material adjustment to the carrying amounts of assets and liabilities during the next financial
year.

Impairment of property, plant and equipment and intangible assets
At the end of each reporting period, the Group reviews the carrying amounts of its property, plant

and equipment and Intangible assets to determine whether there is any indication that they have
suffered an impairment loss.
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The assessment of whether there is an indication of assets impairment is based on a number of
factors, such as a change in growth expectations in the railway industry, future cash flow
estimates, changes in the future availability of financing, technological obsalescence,
discontinuance of service, current replacement costs and other changes in circumstances,

If any such indication exists, the recoverable amount of the asset is estimated and compared to
its carrying amount. If the carrying amount exceeds the recoverable amount, impairment is
recorded. The recoverable amount is the greater of falr value less cost to sell and value in use. In
assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate (adjusted WACC) that management believes reflects the current
market assessment of the time value of money and the risks specific to the assets. The change in
the estimated recoverable amount may result in an additional impairment or a reversal of the
impairment and thus an impalrment reversal being recognised in future periods.

Due to existing impairment indicators, the Group performed an impairment test for property,
plant and equipment and intangible assets as at 31 December 2019,

A number of subjective factors, both operational and financial, using the best evidence available,
had been used to estimate cash flows,

The operational assumptions used in the test reflect expected volumes of transportation services,
including transit volumes, based on projected demand and historical growth dynamic of transit
freight transportations valumes,

Financial assumptions include significant estimates associated with tariff forecasts and growth
rates, discounts, and projected tenge to Swiss Franc exchange rates, The discount rate (WACC)
used in calculating the value in use of property, plant and equipment and intangible assets of the
Group amounted to 10.5%,

As at 31 December 2019, no Impairment has been identified based on the estimated valus in use
of the Group's property, plant and equipment and Intangible assets. However, the value in use
estimate Is sensitive particularly to the following assumptions:

. tranmsit freight transportation volumes;

s revenue rate, including the tariffs growth, types of freight, distance of freight transportation;
and

+  the discount rate (WACC).

The Group performed a sensitivity analysis and concluded that when using the following justifiably
possible changes in the key assumptions on an individual basis, while keeping other parameters
constant, no impairment will ooour:

+  Transit freight transportation volumes - A decrease of the volumes by 10% compared to
budget;

+«  Domestic, export and impovt freight transportation tariffs - A decrease of the annual
budgeted freight transportation tariffs growth to the historic average tariffs growth level for
the past years of 5.3%;

+  Discount rate (WACC) - An increase of the discount rate fram 10,5% to 11.5%,

Howewer, with mare significant changes in each of the above key assumprions of simultaneous
adverse impact of several factors, the carrying value of the Group’s non-current assets may
become higher than their recoverable amount, which may result in the need to recognise
impairment in the future.
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Recaverability of VAT

As at each reporting date, the Group assesses the recoverability of VAT arising on international
transportation sales. The Group cannot charge VAT cnwards to these customers, and accordingly
can only receive these amounts through recovery from the tax authorities. To assess VAT
recoverabllity, the Group considers information from its internal tax department regarding projected
VAT collection, correspondence with government tax authorities, and historical recovery experience.
The actual amount of VAT recovered could differ materially from the Group’s estimate and this could
materially affect future operating results.

Depreciation of property, plant and equipment and amortisation of intangible assets

Property, plant and equipment and intangible assets are depreciated and amortised using the
straight-line method over estimated useful lives. The estimates of useful lives, residual values and
depreciation metheds are reviewed at each reporting date, and adjusted If appropriate. Any
changes are accounted for prospectively as a change in accounting estimates. Estimates of the
useful lives and residual value of these assets are based on expected ecomomic use, repair and
maintenance programmes, and activity levels, technological advancements and other business
conditions. A change in these assumptions could result in significantly different depreciation
amounts than those previously recognised.

The estimated useful lives applied by the Group are as follows (in years):

Buildings and structurés 10-140
Railway track infrastructiine 5-1000
Machinery and equipment 335
Vahicles 4-40
Other 2-50
Intangible assats 1-10

Taxation

Kazakhstan legislative acts and regulations are not always cleary 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 80% of the additional taxes accrued, and interest is assessed at

11,56% of additional accruals or overdue taxes, As a result, penalties and interest can exceed the
amaount of additional accrued taxes.

Because of the uncertainties disclosed above, the ultimate amount of taxes, penalties and Interest,
If any, imposed may be in excess of the amount expensed to date and acoruwed as at

31 December 2019. Any difference between the estimated amount and the actual amount paid, if
any, could have a significant impact on future operating results.

Significant increase in credit risk

The Group recognizes allowance for expected credit losses for financial instruments in the amount
equal to 12.manth expected credit losses for stage 1 assets, or lifetime expected credit losses for
stage 2 or stage 3 assers. An assel moeves to stage 2 when its credit risk has increased significantly
since initial recognition. IFRS 9 does not define what constitutes a significant increase in credit risk,
In assessing whether the credit risk of an asset has significantly increased the Group takes into
account qualitative and quantitative reasonable and supportable forward looking information.

The Group also recognizes expected credit losses allowance under financial guarantee agreements
for 12 months or lifetime, depending on the change in credit risk since initial recognition. The
amount of expected credit losses Is updated at each reporting date to reflect changes in credit risk
since Initial recognition of the respective financial instrument.
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5. SEGMENT INFORMATION

The Group's operating segments are based on services provided, It has two reportable segments,
namely freight transportation and passenger transportation, All other operating segments,
including mainly communication, utilities, loading and unloading services, and vessel servicing,
which in aggregate do mot exceed quantitative thresholds for disaggregation, are thus not
separately disclosed.

Group management tracks a number of segment profitability elements, such as pre-tax profit,
profit for the year from continuing operations and gross profit. However, profit for the year is the
primary measure used by Group management to allocate resources and assess segment
performance.

The Group does not have a specific pricing policy for inter-segmental sales,

201%
Friight Passenger Total reparting
Smnsporiation tramsportation __seqments . Other  _ Total

Key operating indices
Rewenue

Tranpertation revenus rem third

parties 257,195 B4,781 1,041,975 - 1,041,976
Transportation income from

‘operations among segments 23,428 2.734 26,162 - 26,162
Gavernmant grants - 31,405 31,408 - 31,406
Ol Fvanise o Ehird pantied 50,7EB 3,827 54,615 11,141 65,756
‘Onher income from operations

ameng sagmants 6,834 249 7,083 5,569 12,652
Elfminations (30,135] {3,229) {33,354) {5.460) (38 814
Bewenue 1,008,120 119,768 1,127,888 11,250 1,139,138
Cost of sales (757,205} (107,875) {B65,080) (7,286) {872,366)
General and administrative

expenses (77.338) {16,514} (94,252) (2,367) (96,615)
ASSHTS Empairmant (5,955} {1,B34) {7,789} {3.273) (11,062)
Other profit or losses, net (19,924) 242 (19,682) 2,220 (17.462)
Finance income 4,107 825 4,932 324 5,256
Finance costs (171, 986) {1,006) (172,992) {3.098) {176,000)
Foraign exchange loss (11,308} (50} {11,358) {234) (11,581)
Share of the profit of asscciates and

Joint ventures 8013 - B.013 - 8,013
Gain from the disposal of shares in

assotiates and subsidianes nob

aealifying a8 dissentinsed

‘operatians = - = 39 59
Logs bifors ineome tax (23,478) (6,8a4) (30,320} (2,405) (32,725)
Incame tax expense (23, 743) (402} (24,145} {73) (24 218)
Loss for the year from

continuing oparatians (47,219) [7245) ___ (S4,465) ___ (2,478) __ (56,943)
Othar key segmant information
Capital expanditures 159,213 790 160,003 13,614 173,617
Depreciation of proparty, plant snd

squipment 112,230 6428 120,658 2,051 122,708
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2018
B O T A T T 6. PROPERTY, PLANT AND EQUIPMENT
OF THE MANAGEMENT BOARD Aransporiation  iransportation  segmests = Other  Totad Rail track Buelldings and  Machinery and Construction
Kay oparating indies Snrpgtruciwy _phrictwes  _ gquipeged - Wyhicles  ___Gaed  Ochee _inepivgrges Tord
Tranapertation revenus from thid Carrying amaunt as at 1 January 2018 PUL, 46 350,231 71,550 BAS 162 L2 15,877 187,672
parties 849,036 64,219 933,255 - 933,255 Adsitions 55 341 72 38,811 A » ™ 163,154 202,851
TrEAASartatian iAidirs Mo Fingecn bease sddkicns - - N BATH o ', BAM
BUSINESS MODEL pperations among seqments 29,171 2,422 31,593 - 31,593 Disponals {78} (B53) (1,711 4,40 (1] (4151 E [4,154]
Government grants . 0,751 20,751 - 20,751 Deprecatan chirge 134,588} 15,0421 127.2861 m.sz;a . {1,976 . [ng.:;:]
Gthar resenue pactien 70, 4,341 75,040 15,128 90,188 Deprecatan on disposal L] i1 1,487 44 - 0% & 175
mmmﬁ“:n“mms e ImpakTrant neverial [impsinment ) 14 [£] {21) (47 - (5] 41 Elﬂ!
) 7 7 Transfar 1o nveAmant property . (250) 253 {1,040} (68) 18] . (1,617]
o e P N - N R -
COMPANY DEVELOPMENT 530,888 - + 038 045 15 136 L7 ditribution to the Sharshoider ¥ [&.108) LE-1] (L] [1.781) {eaz) [EL] [10,581)
Prvesos g AT 2 g her movements and transfens’ V3T 15,107 18,404 1% 4 kit BEE03) 18
SIS Coai of sales (656, 058) (110, 488) [BD6,586) {11,862) (818, 448) g T 1%t e He 3 3 ) AIBEEN) i
General and administrative Carrying amsaunt as at 31 Decomnber 2018 1,007,362 1471 i i L 164 T4,
e " 185,650) (6,951} (52,691) {4,937 (87,554 amaunt as ot 3 P it D - . | MR - S . - 3 A28 2,330 £63 2,741,398
M:xmﬂ lt:?;} ii;:'l !;;ﬁ H,g:;'l tg,ﬂsggﬂ Cost 1,319,459 IFL,125 434,593 1,300,088 1,820 28,027 174,288 1,628,230
Otiver or loszes, net b - ¢ Accurmulated depreciation and impsrment (222,137} (49,654 {172 448] {42083 : {12,498/ 5425 BB6 835
ABOUT THE COMPANY France incoma ﬁ;.:.;g 43; {9;';;; . m n?'::ﬁ L =2 <] 23] [666.835)
Financs coats 199,485} (4534 938} (3,596} (103,534) Canrying umt s at 1 January 2019 097,362 321,471 145 [ 1,820 12339 164,803 741,
Foruign wachangs ks (113,178} {122} {111,300 {1.215) 1112,515) Adfasceant i cannection with the aGelication of e o b 55 o z. ; C
Share of tha profe(loss) of TFRS 16 (Nates 3 knd 16) . 1,188 . 14,459 . 6,287 . 21890
aidcciated and jont vantured 4 456 = 4 456 {985) 1481 Carrying amsust as at 1 January 201% in
G:nmwdmn stcordance with TFRS 16 requiremaents 1,097,363 322,615 LAt BIE BOA 1,820 18,616 164,863 L.763,285
BUSINESS RESULTS Sosatying 1 dicancroes Agsons 17 1965 6471 243 = a3 121,080 17253
operations a1 = Az 8,304 8,333 ‘on charge s3] Graea) fErEet e e 2adm) . 22 709)
Daprecaton on disposal 331 1102 1,890 11504 . 529 . 15,556
Loss bafgre income tax (58,823) 9,236) (68,059) {3,203) (71,262) Triphierant reversly [imsirmat) {88} {90 1337 147 5 14 13,181 [2.625)
Lacome tax | Weanalit [2,630) 943 (1,687) [627) (2,314} Deher mEvemests and trandlerst 72,001 [7.611) 11,846 29,308 . {1,708} BRORS) (5241
CORPORATE GOVERNANCE Loss for the year frem Carrying amsunt a5 at 31 December 2015 133,479 315,806 252,898 BEE, 664 1,770 14678 174,867 2,779,962
AND ETHICS continuing operations —fELAF3) ___ (%:383) __ (6%746) ___ {3830) __ (V3.576)
—_— Gost — lém;ﬁ" :rnmg J:g.g:g] LB I..’?i: tﬂ'?;& :mh L5700
Capital aspandiures 195,784 751 194,535 9,046 206,381 — ——
Desreciation of pregerty, plant and Carrying amount as at 31 Decomber 2008 1,133,479 JMS006 352,898 _ BBEE64 1770 14,678 174867 2,779,963
wones aan pass a2 1039 :Iﬂtw—:‘-: asnets undes inase agreements:
SUSTAINABLE DEVELOPMENT gl i o 1 i 1180 3 14338 . 5,87 ; 31,805
hccumulated depreciation and imasirment . {132 . (2354 . {520 . 3,016
Geographical information of the Group primreyars - o - o : so67 : 2 756"
The Group gensrates its revenue from custamers in multighe gesgraphical regions. The table Froperty, plant aed equipment that are subject to
ABOUT THE REPORT below shows revenue based on customer country of domicile for each of the years ended ST Lkay [ire Hroup o e Masce) B 8 bl i ° - ° 760
31 December:
CUStOmer lacation 2019 2018 ! Daher mowements and transfers mainly include transfers from/to invertaries,
Hazakhstan 1,084,627 1,006,155
Aussia 40,738 28,506
CONTACT DETAILS Other 13973 9133
1,139,138 174

CONSOLIDATED

Mainly, all of the Group‘s nen-Cufrent assets are located in Kazakhstan.
FINANCIAL STATEMENTS

INDEX OF GRI STANDARD
DISCLOSURES IN THE REPORT
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KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY J5C

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINMUED)
(fn milions of Tenge, unless staled otherwise)

As at 31 December 2019, construction-in-progress mainly consisted of project costs to bulld the
Zhezkazgan-Beineu, Arkalyk-Shubarkol and Almaty-Shu railways, a ferry complex at the Kuryk
port and development of a rallway junction at the Astana station, including the construction of
station building facilities.

As at 31 December 2019 and 2018, Group property, plant and equipment with a carrying amount
of 13,011 millien tenge and 130,129 million tenge, respectively, was used as collateral for specific
borrowings.

For the year ended 31 December 2019 the Group recognised depreciation expense on right-of-use
asgets under lease agreements in the amount of 2,765 million tenge.

For the years ended 31 December 2019 and 2018, capitalised borrowing costs amounted to
9,143 million tenge and 2,130 million tenge, respectively. The Group's average capitalisation rate
varles between 5.6% and 9.29% (2018: between 3.2% and 8.55%).

As at 31 December 2019 and 2018, the cost of the Group's fully depreciated property, plant and
sauinmeant in use was 289240 million tenne and 269 280 millian tenoe. resoeckivelv.

KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY JSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in millions of Tenge, unfess stated otherwise)

7. INVESTMENTS IN ASSOCIATES AND JOINT VENTURES

31 December 2019

31 December 2018

Main country of

operation/ Carrying Ownership Carrying Ownership
MName Core activity incorporation amount interest amount interest
Associates
Chinese-Kazakhstan International Logistics International multimodal
Company in Lianyungang transportation China 10,325 49% 11,558 49%
Domestic and international rail
United Transport and Logistics Company - transportation and freight
Eurasian Rail Alliance JSC (UTLC ERA 15C) forwarding Russia 5,839 33.33% 5,308 33.33%
Other - 30-47% - 30-47%
Total investment in associates 16I154 15&56
Joint ventures
Freight forwarding, rolling stock
management and terminal Kazakhstan /
management Netherlands 17,389 50% 15,493 50%

Logistic System Management B.V.
Total investment in joint ventures

| NC Kazakhstan Temir Zholy JSC

17,389

15,493
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KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY J5C
COMPANY IN NUMBERS -

&7 INBIE AL (RAIRAE) NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in millions of Tenge, uniess stated otherwise)

KEY EVENTS IN 2019 Movements in investments in associates and joint ventures were as follows:
2019 2018
Associates
As at 1 January 16,866 11,538
CHAIRMAN OF THE BOARD Recalculation of foreign currencies 486 1,067
OF DIRECTORS ADDRESS Chartar capital contributions - 2,611
Share of profit 4,044 1,727
Cividends dedared (5,232) (263)
Transfer from othar non-currant assats - 156
ADDRESS BY THE CHAIRMAN As at 31 December 16,164 16,866
OF THE MANAGEMENT BOARD Joint ventures — During 2019, dividends were received in cash for 2018 from
As at 1 January 15,493 15,866 the associate UTLC ERA ISC of 4,773 million tenge
Share of profit 3,969 1,754 (2018: 237 million tenge for first half 2018) and from the
Dividends dedlared 12,073) (2,127} joint venture Logistic System Management BV, for 2017
BUSINESS MODEL As at 31 December 17,389 15,493 of 1,952 million tenge (2018: 2,011 million tenge for 2014).
COMPANY DEVELOPMENT
STRATEGY KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY J5C

MOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
ABOUT THE COMPANY (in mililgns of Tenge, uniess stated otherwise)

Summary financial infermation in relation to significant associates as at and for the years ended 31 December:

2039 201§
BUSINESS RESULTS United
Chinese: por Ch
Kazakhstan and Logistics Kazakhstan
Internaticnal L= - Int tiomal
Logistics Aktobe Rail and Aktau Marine Evrasian Logistics Aktobe Rail and Aktaw Maring Electrovar
Company in Hill c Merth T ¥ Company in Hill C HNarth hurastyru
CORPORATE GOVERNANCE Lianyungang Flant LLP Logistics LLP LLP Alllance 150 Lianyungang Flant LLP Logistics LLP Terminal LLP zauyty LLP
AND ETHICS
Current assets 1,950 24,208 10,704 2.195 26,185 2,571 31,198 12,169 a7 21,185
Non-current assets 21,8 53,472 31,281 25,432 5,138 22,407 63,796 31,805 43,743 5,405
Total assats 2377 $0.180 41,983 42037 I3 i3.068 100994 A 574 44,616 24,604
Cuarfent abdties 2008 pL L 25,800 4,735 F.068 1,264 400 22,136 3,050 S8
SUSAINASLE IR ELCTHNENT Fon-current it 197 85,303 23,1486 49,553 5,440 218 97,061 24,863 49,578 2,874
Total liabilities 2,205 114,673 48,946 54,278 17,808 1,483 121,521 47,099 52,968 8,678
Total net assets;
{liabilities) 21,072 {24,493} [6,961) {12,251} 17,515 23,586 {20,527, (3,125) (8,352) 15,920
ABOUT THE REPORT Orership interest 49% 0% 0% an% 1133% 295 0% 0% a0 131
Nt assata (liabdities)
attributable to the Group 10,325 {7,348] {2,088} {4,900} 5,833 11,558 {8,158} [93s) {3,341} 5,308
Areumilate uneecognised
*:;“iME " . {10,896] {2,088) 14,900} - d 15,706} (938} 13,341}
& CarTying
CONTACT DETAILS value of investmant in the
change of the investes's
net assets (fair value
adjustreent of the
concessional loan from
CONSOLIDATED ’IWWN"::IW] - 3,548 - - - - 3,548
mwestment ca g
FINANCIAL STATEMENTS iy 16,333 . R . 3435 11388 R . . 5308
Ringnig 3,300 41098 2,769 2.565 136,087 8,040 42,002 21m R 108,372
(Loss)/prefit and tatal
INDEX OF GRI STANDARD comprehensive
DISCLOSURES IN THE REPORT {less)fincome for the year {2,065} {3,066] {3,R36) {3.A98) 15,168 I {8,709} 17,117} {10,816} 15070
Group's recognised share
of (loss)/profit (1,812} - - - 5,056 15 - (2,611} (986} 5,300

GLOSSARY | NC Kazakhstan Temir Zholy JSC
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KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY J5C

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in millions of Tenge, unless stated otherwise)

Summary financial information in relatien to the joint venture Logistic System Management B.V,
as at and for the years ended 31 December:

2019 2018

Current asgets, including: 17,304 14,152
Cash and cash equivalents 9,530 7,120
Mon-ourrant assats 21,561 18,357
Total assets 38,955 32,509
Currant liabilities, including 4,102 4,006
Current financial Napbilities (except for trade and other accounts payable

and provisions) 442 113
Mon-current labilities, inclueding 3422 BG4
MNon=current Fnandial liabilities {except for trade and other accounts

payable and provigions) 2,700 i3
Total liabilities 7,524 4 870
Net assets 31,431 IJIEI'!
Ownership interest 50% 50%
Met agsets of joint ventures attributable to the Group 15,715 13,819
Goodwill 1,674 1,674
Carrying amount of investments 17,389 15,493
Revenue €9,780 58,549
Depreciation and amortisation (1,366) {9B6)
Finance income 36 &4
Finance costs (514) (23]
Income tax expenses (1,977} {1,604}
Profit for the year and total comprehensive income 7,938 3,507
Group’s recognised share of comprehensive income 3,969 1,754

In November 2019, the Group entered into an agreement to purchase 50% of the remaining
shares in jeint venture Logistic System Management B.V. from second partner, The transfer of
ownership occurs after the shares are paid off. As at 31 December 2019, the payment was not
made due to existence of certain contractual cenditions including obtaining the consent of the
Committee for the Protection and Development of Competition of the Ministry of the National
Ecenomy of the Republic of Kazakhstan, which as at 31 December 2019 had net been met,
Accordingly, the Group does not have control over Logistic System Management B.V. Upen
completion of the transaction, the Group’s interest in the entity will become 100%.

OTHER NON-CURRENT ASSETS

31 December 31 December
2019 2018

Advances paid for property, plant and equipment 87,736 59,785
VAT recovwerable 51,766 43,627
Investment property 7,518 11,557
Loans ta employees 3879 4,928
Deferred expenses 2,035 3,856
Long-term trade accounts receivable (Mote 11) 58 32
Othar 2,542 3516

156,055 127,311
Less: allowanoe for non=recoverable VAT (18,969) (17,772)
Less: allowance for advances for property, plant and equipment (7,075) (5,985)
Less: allowance for ather non-currént assets {227} [ 75d)

129,784 102,800

| NC Kazakhstan Temir Zholy JSC

a.

i0.

As at 31 December, advances paid for property, plant and equipment included the following:
31 December 31 December
2019

2018

Supply of locomatives 62,258 34,468
Construction of a ferry complex at Kuryk Part and the aperation of

universal freight and passenger ferries 8,163 10,976

Supply of spare parts for passenger wagons 6,597 4,328

Supply of freight wagons 5,235 5,835

Other 5,343 4,368

B7, 736 5\9|J‘!5

CASH AND CASH EQUIVALENTS

31 December 31 December
2019 2018

Short-term bank deposits, in tenge 705 30,434
Cash in bank current accounts, in USD 50,582 9,867
€ash in bank current accounts, in tenge 13,240 22,750
Cash in bank current accounts, in EUR 6,024 1,505
Cash in bank currént accounts, in RUB 2,650 BOS
Cash in bank acoounts, in other curFencies 2,050 968
Short-term bank deposits in other curmencies - 287
Petty cash 1 e
Less: allowance fof expected credit losses on cash and cash equivalents. (31) {19)

151,581
Cash included in assets held for sale (Mate 13) 2E6 1,617

InLEe7 28,209

As at 31 December 2019, the weighted average interest rate on cash in CUrrent accounts was
0.39% in tenge and 0.09% in other currencies (31 December 2018: 1.3% in tenge and 0.94% in
other currencies).

Short-term bank deposits In tenge and foreign currency are opened for up to three months,
depending on the Group's cash needs. As at 31 December 2019, the welghted average interest
rate on short-term bank deposits was 7.81% in tenge (31 December 2018: 7.49% in tenge and
5.69% in other currencies).

The Group places cash and cash equivalents in banks and other financial institutions rated
between A- and BB+. Based on this, the Group believes that the cash and cash equivalents credit
risk as at 31 December 2019 is low,

The allowance for expected credit losses on cash is based on 12-month expected credit losses,
which matches their maturity date.

INVENTDRIES
31 Dex 3
2019 2018

Spare parts 13,717 14,587
Materials and supplies 9,044 8,766
Railway materials 7,768 6,294
Fual and lubricants 4,133 3,526
Construction materials 741 340
Work-in-progress 478 537
Gther 1,801 1,537

37,683 35,787
Less: allowance far inventories (401} (B25)

37,282 35162

Annual Report. 2019 |
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KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY J5C KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY JSC
T AT NG NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
KEVINDICATORS EOR'2019 FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED) FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
{in mitlions of Tenge, unless stated otherwise) (in millions of Tenge, unless stated otherwise)
11. TRADE ACCOUNTS RECEIVABLE 13. NON-CURRENT ASSETS, ASSETS AND LIABILITIES OF DISPOSAL GROUP CLASSIFIED AS
31 Decembar 31 Decembar HELD FOR SALE AND FOR DISTRIBUTION TO THE SHAREHOLDER, DISCONTINUED
KEY EVENTS IN 2019
—rms 2008 OPERATIONS
Trade accounts recaivable 16,647 23,191
Less: allowance for expected credit losses on accounts receivable (3,345) (1,520} During 2016, as part of the Government’s Comprehensive Privatisation Plan for 2016-2020,
Group management approved a list of Group subsidiaries, assoclates and joint wentures to be sold
CHAIRMAN OF THE BOARD 13,302 21,671 to private investors.
OF DIRECTORS ADDRESS Current partion of trade ACCOURts receivable 13,244 21,639
Long-term portion of trade acoounts receivable (Note §) 53 32 As at 31 December 2019 and 2018, the assets and liabilities of the subsidiaries meeting the
13,302 21,671 criteria of non-current assets held for sale criteria were dassified as 'disposal groups classified as
£ held for sale’ in the consolidated statement of financial position.
ADDRESS BY THE CHAIRMAN
ORTHENMANACEMENTEOARD As at 31 December 2019, trade accounts receivable arising from the contracts with customers Transtelecom JSC
amounted to 16,267 million tenge (31 December 2018: 18,437 million tenge), and expected
credit Iosses on those trade a::::tfu receivable rwtrt 3,250 mlllha:'i tenge [U;I}Jmmbp:- 2018: In Agril 2018, an agreement was concluded to sell a 26% interest -1 share of Transtelecom JSC.
1,005 million tenge}. Consequently, Transtelecom JSC assets and liabilities as at 31 December 2019 and 2018 were
BUSINESS MODEL ' classified as assets held for sale. Management expects that the transaction will be completed
The average term of payment for services rendered is 30 days. During this period, interest on within 12 months of the reporting date (Note 32).
i rece 1| .
outstanding trade vables is not charged As at 31 December 2019 As at 31 December 2018
COMPANY DEVELOPMENT Changes in the allowance for expected credit losses en trade accounts recelvable for the years "m'"';,:-" Other Total ":m'“;,:"“ Other Total
STRATEGY ended 31 December are as follows: Assets -
Proparty, plant and squipment 84,429 - 84,429 79,349 2 79,351
_ % 0 1018 Intangible assats 4,596 - 4,596 5,093 - 5,093
Allowance for expected credit losses at the beginning of the Contract sxsets 318 - e - - -
Year 1,520 623 Othar non-currant assats 820 = 820 2,706 = 2,706
ABOUT THE COMPANY Acorued for the year &,290 3,657 Trads accounts recsivable 10,330 - 10,300 5,457 - 6,457
Wiritten off during the year against a praviously created allowance (4,465) (2,702) Icf;\";ﬂ::“":‘m wqivaients 2-;;3 - 2-;;: . :‘;g : s ::3
’ Hlﬂ - n - ¥ ¥
Dispasal of & iary 158 Other current assets. 3,326 - 3,226 2,867 21 2,888
Allowance for expected credit losses at the end of the year 3,345 1,520 Total assets of the dispesal group
held for sale 106,248 = _ 106,248 _ 99,019 35 _ 99,054
BUSINESS RESULTS Asgat for distribution to the Shareholder
12. OTHER CURRENT ASSETS (Nt 307 - 104 104 = 282 282
31 Decembar 31 Decembar Total assats held for sala and
2019 2018 to the Sharehold 106,248 104 106,352 _ 99,020 307 99,336
Liabilities
CORPORATE GOVERNANCE Othar taxes prapaid 35,253 27,028 Barrawings 45,519 - 45,518 52,268 - 52,268
AND ETHICS Advances paid 11,478 18,373 Laasa liabilities 1,864 - 1,964 - . .
Amounts due from employees 1,515 1,447 Finance lease |iabilities - - - 1821 - 1,821
Claims, interest and fines 1,383 B,610 Emplaysa banafit abligations 504 - 504 499 - 499
Prepaid expenses 1,094 1,222 Deferred tax labilities 4,375 - 4,375 4,140 - 4,190
Rastricted cash 127 03 CHFer naf-curment lialilities - = = 16 = 16
SUSTAINABLE DEVELOPMENT Dividends réceivable a1 410 Trade accounts payable 23,158 = 23,168 17,839 113 17,952
Recaivables from the sale of subsidiaries - 3,515 g:n::;..lt payable ) j;; - ) };g ﬁlg - ﬁg
iabilities . - K -
Dtner Z.002 12,357 Other current liabilitias 6,408 - 6,408 5 198 3 5201
Less: all far the impairment of ad id and allo fi s78a3 73268 'ﬁ:'é':,""“.? b __B5656 __ 85656 _ 82,006 1 2
: allowanoe for P airme advances pau and allowanoe for sal -
ABOUT THE REPORT - = 116 82,213
axpected cradit losses on other current assats (10,290) (16,088) Het of the di ! group 20,592 R R 16,533 R R
47,603 57,177
CONTACT DETAILS Changes in the allowance for impairment on advances issued and allowance for expected credit
losses on other current assets for the years ended 31 December are represented as follows:
2019 2018
Allgwanca for the impairment of advances iscued and allowance for
CONSOLIDATED expected Credit lSSES on other Cuffent assets at the Deginning of e
FINANCIAL STATEMENTS year 16,088 12,500
Accruad far the year 5,337 3,579
Written off during the year against previously created aliowance (10,289) (524)
GRS Transfers (836) 533
DIIS':ZII).(E));UIQFES?:\I .mg‘géfgm Allowance for the impairment of advances issued and allowance
for expected credit losses on other current assets at the end of
the year 10,290 16,088
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KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY J5C

MOTES TO THE CONSOLIDATED FINAMCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
{in mitlions of Tenge, unless stated othenwise)

Discontinued operations

The Group presented the operating results of the subsidiary Transtelecom JSC as discontinued in

the consclidated statement of profit or 1855 and other comprenensive income,

The results of discontinued operations for the years ended 31 December are as follows:

KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY J5C

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
{in millions of Tenge, unless stated otherwise)

Contributions
Shares Issuance

In 2019, shares were issued as follows:

&)  the transfer of legally registered 290,037 common shares from additional paid-in capital to

OF DIRECTORS ADDRESS 2019 2018 share capital, for which 51 low-sided cars were contributed by the Shareholder in 2018 with
a total market value of 280 million tenge;
BTt es P (35503 b} 14,951 shares, as payment for which 28 low-sided cars wera raceived for a total value of
General and administrative expenses (6,973) (6,598) 142 million tenge;
ADDRESS BY THE CHAIRMAN Raversal of asset impairment/{asset impairment] 253 {203} €} 164,246 shares, as payment for which a cash ef 16425 million tenge was received;
OF THE MANAGEMENT BOARD wWrite down of dispasal group value toe fair value less costs o sell (10,164} (11,049) d) 28,000 shares, as payment for which a cash of 2,800 million tenge was received.
Other profit and bsses {6 315
Finance income 933 486 Other contributions
Finance costs (7437) {5811)
Fereign exchange (loss)/gain {34) 98 Dwring 2019, the Group recognised a fair value adjustrnent of loans that were received from the
BUSINESS MODEL Loss before tax (12,278) (11,591) Shareholder and DBK-Leasing 1SC, which is under common control of ultimate Sharehalder, at
Income tax expenses (1.104) {1.288) the rates below market of 39,145 million tenge (2018: nil tenge) less deferred tax effect of
L f i inued operations for the year {13,382 (12,879) 11,829 million tenge (2018: nil tenge) (Note 18).
COMPANY DEVELOPMENT Basic loss per share (tenge) (26} (28) Foreign currency translation reserve
STRATEGY
The foreign currency translation reserve is used to account for exchange differences arising due
Changes in cash from the discontinued operations of subsidiaries are as follows: to the recalculation of the finandal statements of the structural subdivisions of the Company,
subsidiaries, joint wentures and associates whose functional currency is not tenge and whose
2019 2018 financial statements are included in the Group’s consclidated financial statements,
ABOUT THE COMPANY Mot cash recelved frem aperating activities 15,327 15,960
Net cash used in investing activities (8,139) (21.407) Hedging reserve
Met cash (used | ived fram financi it 8,517 3,847
cash { imrece nencing activines : ! On 7 August 2015, the Group hedged cash flows to reduce the risk of changes in tenge equivalent
Net cash outflow {1,339) {1,600) revenues denominated in Swiss Francs. The principal of Eurobonds issued on 20 June 2014 on the
BUSINESS RESULTS Swiss stock exchange and maturing on 20 June 2019 and 2022 are used as hedging instruments,
and which are separately identifiable and rellably estimated. A highly probable revenue stream
14. EQUITY forecast relating to transit traffic in Swiss Francs (in particular, first sales recelved in the period

from 1 January to 20 June 2019 and 2022) is the hedged item in this hedging relationship.
CORPORATE GOVERNANCE As at 31 December 2019 and 2018, share capital is presented as follows:

AND ETHICS As at 31 December 2019, the hedge accounting, where the hedging instrument was Eurobonds
No. of shares  No, of shares  Share capital, Additional payable on 20 June 2019, was discontinued due to receipt revenue from freight transportation in

for and millions of  paid-in capital, international (transit) routes, which was the cash flow hedging item, and accordingly, the
—inmus _ __ puldfor __ tengs _ mic tengs cumulative loss attributable to this hedging instrument has been reclassified from other
A% at 1 January 2018 502,040,458 496,157,572 1,062,635 - comprehensive loss to freight transpertation revenue i the amount of 19,005 million tenge (Note
SUSTAINABLE DEVELOPMENT e ares basued N 390037 N 20 22).
A a 31 December 2018 §02.0¢0488  4aG44),000  Loencas td For the year ended 31 December 2019, the effective part of 26 million tange was recorded In the
- - cash flow hedging reserve through other comprehensive income as net fair value loss on cash
ABOUT THE REPORT As 5t 23 Dacambar 019 302,040,458 496,654,806 1,082,299 - flow hedging instruments (2018: 14,026 million tenge). The ineffective part of 95 million tenge
was recorded in finance costs (2018: 167 million tenge).

The Company's share capital was established through a series of share issuances in exchange for Dividends

either cash or property, plant and equipment or shares. The Sharehalder Is entitled to dividends,
CONTACT DETAILS a part of the Company’s assets in the event of liquidation, and preference in purchasing the In 2019, the Company pald dividends to the Shareholder, declared for 2013 and 2014, of

16,425 million tenge. As at 31 December 2019, the Company does not have any dividends in

Company’s shares or other securities convertible into Company shares.
arrears to the Shareholder (31 December 2018: 16,425 million tenge) (Motes 21 and 30).

CONSOLIDATED In 2018, the Company declared and paid dividends to the Shareholder for 2017 of 1,710 million
ten
FINANCIAL STATEMENTS ge.
Other distributions

INDEX OF GRI STANDARD
DISCLOSURES IN THE REPORT

In December 2018, the Kazakhstan Government and Sharsholder charged the Group with
financing the construction of a Children’s Centre in Turkestan. As a consequence, the Group
accepted the Irrevocable commitment o bulld it and as a result recognised the distribution to the
Sharehaolder of estimated construction costs of 5 300 million tenge.
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15.

In 2018, the Group recognised an additional imputed VAT abligatien of 1 million tenge, which
arose as a result of the transfer of several kindergarten facilities to local authorities.

BORROWINGS

Borrowings, including accrual interest, being accounted for at amortised cost consisted of the

FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
{in millions of Tenge, uniess stated otherwise)

HSBC France

Under the Master Framework Agreement with HSBC France, together with HSBC Bank PLC and
HSBC Kazakhstan, and with the support of the COFACE export-credit agency, signed on

31 May 2012 to finance the purchase of frelght and passenger locometives for a total of

EUR 880,877,000 and its addendums, the Group, represented by its subsidiary KTZ-Freight
Transportation JSC, in 2019 borrowed EUR 34,065,611 (14,522 million tenge) (including the

CHAIRMAN OF THE BOARD following: COFACE premium). Interest is paid semi-annually at EUR CIRR + 0.4% margin. The principal is
OF DIRECTORS ADDRESS repaid semi-annually until fully repaid in 2030.
31 December 2019 31 December 2018
Weighted Weighted DBK-Leasing ISC
average effective average effective
ADDRESS BY THE CHAIRMAN ) rate borroain — Amount  intorestrate (%) Amount intersst rate (%) During 2019, the Group, represented by its subsidiaries Passenger Transportation JSC and Tulpar
OF THE MANAGEMENT BOARD L3ans recaived 9% 241,897 223,280 Wagon Construction Company LLP, entered into a three-side purchase-sale and finance lease
- in tenge 181,891 £.37 155,668 8.52 arrangement with DBK-Leasing JSC, which is under common control of ultimate Shareholder, for
- i LSS 1,257 2.88 2,104 2.55 renewal of passenger wagon park of 37,980 millien tenge. Interest is paid annually at interest
- in Euros 57,383 5.26 58,808 5.89 rates of 1.55% - 1.75% per anaum, The principal amount is subject bo payment in annual
BUSINESS MODEL - in ather currencies 1,366 4.00 2,699 4.25 instalrments with maturity of 20 years. The grace period on payment of principal amount is
Debt securities issusd 1,171,715 1,082,402 56 years.
- in tenge 4686, 10.81 103,015 9.69
= in LS 439,512 6,95 718,771 6.64 As disclosed in Note 3, the Group accounts for such kind of financial llabilities under such
- in Swiss Francs 172,753 242 177,855 226 agreements as horrowings.
COMPANY DEVELOPMENT - in ather currencies 92,506 B.75 82,761 a.7s
STRATEGY Varisble inberest rate Bormowings The borrowings were obtained with below market rates and the fair value of the borrowings was
Laans racaived 19,867 23,424 calculated based on market interest rates from 8.82% to 9.11%. During 2019, the Group
= in tenge 14,820 1,71 18,039 11.41 recognized a falr value adjustment of 19,563 million tenge for the loans obtained at below market
- in LiSE 5,047 5,54 5,385 579 rate, less deferred tax effect of 3,913 million tenge, through the equity in retained eamings, as
ABOUT THE COMPANY Debt securities lssued 52,627 53171 other contributions.
= in tenge 52,627 772 53,171 9.32
Debt securities issued
1,486,106 1,382,277
Current partion of barrowings 50,570 175,164 As at 31 December, debt securities issued included:
BUSINESS RESULTS Lang-term portion of berrowings 1,395 536 1,207,113
31 December 31 December
—ti300:100, 277 Repaymentdate  Ewchanges 2019 2018
Bonds issued, by price
6.95% Eurobonds [105.521%) in US§ 10 July 2042 LSE/KASE 439,512 441,797
CORPORATE GOVERNANCE . 11.5% Bonds [ 100%) in tenge 3 October 2034 KASE 308,433 .
N Borrowings, excluding debt securities, should be repald as follows: 8.75% Bands ( 100%) in Ruzglan . ,
31 December 31 December Roubles 15":::‘?3:":; MOEX 92,506 82,761
2019 2018 9.25% Bonds (100%) in tenge 2024 KASE 76,831 76,831
During the year 73,483 126,434 3.638% Euwrobends (100%) in Swiss SIX Swiss
SUSTAINABLE DEVELOPMENT 12 yoars | 8,435 9,737 2o Eursbends (100%) m Swiss T Exshonge 4481 7357
2-3 years 8475 7851 Francs S Dacembar 2023 Exchanga 65,823 64,710
3-4 yoars 3,995 4357 Inflation rate +2.52% (7.72%)
4-5 years 35,665 1,642 EBands (100%] In tengs 25 April 2026 KASE 52,627 £3,171
Cver 5 years 14,511 B6 683 12 Septamber
ABOUT THE REPORT 11.5% Bonds [ 100%) in tenge 2034 KASE 41,380
281,763 246,703 3.25% Eurcbonds (104.236%) in SIX Swiss
Swiss francs 5 December 2023 Exchange 32,449 .
11% Bends (100%) in tenge 23 July 2027 KASE 26,184 26,185
Loans received 2% Bonds [100°%) in tenge 20 August
CONTACT DETAILS 2034 KASE 14,118
4.B5%-5 Eurobonds (100.393%) in US 17 Novembar
Halyk Barnk ISC dullars 2027 1SE/KASE . 276,574
2.59% Eurcbonds [100%) in Swiss 5D Swiss
In 2019, the Group, represented by its subsidiary KTZ-Express 15C, made an early repayment of francs 20 June 2029 Exchange - 39,570
CONSOLIDATED 7,900 million tenge within the framework of & credit line agresment with Halyk Bank JSC Total debt sacurities Issusd 1,224,342 1,135,573
FINANCIAL STATEMENTS concluded on 26 February 2015. Current partion of debt securities
issued 17,087 48,730
In 2019, the Group, represented by the Company, borrowed 44,000 million tenge at 11.5% Lang-term partion of cabt securities
e — interest per annum for up to one year within the framework of 2 credit line agreement with Halyk Iasued 1,207,255 1,086,843
DISCLOSURES IN THE REPORT Bank JSC concluded an 26 February 2015. —22442 1125573

GLOSSARY

During 2019, the Group made a full/partial repayment of loans recelved in 2018 and 2019 of
44,680 milllon tenge.

| NC Kazakhstan Temir Zholy JSC
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Debt securities issuance

On 31 May 2019, the Group, represented by the Company, in order to repay 100,000,000 Swiss
Francs Eurcbonds issued in 2014 with maturity date on 20 June 2019, issued Eurcbonds on 51X
Swiss Exchange for 80,000,000 Swiss Francs with a coupon rate of 3.25% per annum and
maturity date of 5 December 2023, The coupon is paid once & year,

On 20 August 2019, the Group, represented by the Company, within the second bonds program,
issued local bonds on Kazakhstan Steck Exchange to the Shareholder of 40,000 million tenge with
favourable coupon rate of 2% per annum and maturity date of 20 August 2034, The coupon is
paid twice a year. The bonds were Issued with coupon rate below market rate and fair value was
calculated based on marker rAce of 11.5% (Mate 30).

The Group recognized a fair value adjustment for the bonds of 26,431 million tenge less the
deferred tax effect of 5,286 million tenge through the equity in retained earnings, as other
contributions.

On 12 September 2019, the Group, represented by the Company, within the second bonds
program Issued local bonds on Kazakhstan Stock Exchange of 40,000 million tenge with coupan
rate of 11,5% per anfum and maturity date of 12 September 2034, The coupen is paid twice &
year.

On 3 Octeber 2019, the Group, represented by the Company, within the second bonds program
izsued local bonds on Kazakhstan Stack Exchange of 300,000 million tenge with coupon rate of
11,5% per annum and maturity date of 3 October 2034, The coupon is paid twice a year.

Extinguishment of debt securities

On 20 June 2019, the Group, represented by the Company, extinguished
100,000,300 Swiss Francs Eurcbonds issued in 2014,

In November 2019, the Group, represented by the Company, early extinguished

780,000,000 US dollars Eurobonds issued in 2017, The total setthement amounted to
897,309,831 US doliars (347,360 million tenge), including accrued interest of 428,071 US dollars
{165 million tenge), premium for early extinguishment of 116,239,840 US dollars

{44,988 million tenge) and fee for early extinguishment of 641,920 US dollars

(248 million tenge). The Group recognized prermium and fee on early extinguishment as part of
finance costs (Note 26). In addition, as a result of derecognition of liability, the Group expensed
unamortized part of discount of 22,774 million tenge to finance costs.

The fair value of the borrowings is presented in Nobe 31.
Credit agr and b of credit agreements

Dbt securities contain covenants that place certain limitations on the Group including, but not
limited to, business changes and assets disposal, limitations on mergers and consolidations with
other legal entities. In the event of default, as defined by the debt securites’ Indenture, investors
are entitled to require repayment of the debt securithes.

According to finance lease agreements with DBK-Leasing JSC being accounted for by the Group as
borrowings, the Group shall comply with certain nen-financial covenants.

EBRD and HSEC France loan agreements with a carrying value of 19,867 million tenge and
57,383 milllon tenge, respectively, include certain financial covenants, such as Adjusted Debt to
Adjusted EBITDA, Adjusted Debt to Equity” and Interest Coverage Ratlos (based on Adjusted
EBITDA).

As at 31 December 2019, the Group obtained & letter fram HSBC Frante whereby HSBC France
provides a consent to walve all financial covenants for the year of 2019, In addition the Group
agreed upon new financial and non-financial terms with HSBC France starting from 2020.

In grder to avoid noncompliznce with obligations to EBRD and DBK, prior to year-end, the Group
received a waiver from creditors agreeing not bo apply financial covenants as at
31 December 2019,

¥ A5 per HEBE France loan agreement terms.

| NC Kazakhstan Temir Zholy JSC

KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY JSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
{in mitions of Tenge, unless statod otherwise)

Reconciliation of changes in llabilities and cash flows from financing activity

2019 2018
Borrowings and Borrowings and  Finance laasa
dabt gacurities  Loass liakilities ) bt s curities liakilitias ,
—Totml R - |

As at 1 January 1,382,277 18,072 1,400,349 1,268,225 14,885 1,284,110
Adjustmant in connaction with the application of

IFRS 18 {Note 3} 21,880 21,890 -
As at 1 January in accordance with IFRS 16

requirements 1,382 277 35,962 1,423,239 1,268,325 14,885 1 110
Changes due to cash flows from financing

activities
Repayment of bormawings (419,115} - (41%,115) (283 60R) (283, 608)
Proceeds from borrowings 455,931 - 455,931 271,956 - 271,996
Repayrient of kease labilities - (3641} {3.641) - {784} {TB4)
Total changes due to cash flows from

financing activities 36,816 {3,641} 33,175 {11,613) {784} (12 396)
Other changes
[Effect of changes in foreign exchange rates 8,857 a5 8,952 112,798 112,798
Cash flow hedging 121 - 121 14,193 14,193
Mg uisiton of fixed assets through loans 50,648 - 50,648 1,054 - 1,054
Neww lease agreaments. - 503 503 - 5,287 5,287
Fair value adjustmant of the lans received at

bebow markaet rata from the

Shareholder/ultimate Shareholder [Note 14} [59,145) - {59,145) - -
Interest and discaunt amortisation, including

capitalised borrowing costs 128,277 3,086 131,373 92,436 1,082 43,528
Interest paid (09,215) (557 (B9,772) (93,936) (572 {54,508)
[Effiect of modfications or exchange of debt

astets and labdties that oo not kead B

derecognition a7 - 427 (1,036) - {1,038)
Other changes. 27,043 (12,895} 14,148 {B45) (1,836) {2,681)
Total other changes attributable to

liabilitles 67,013 {9,758} 57,255 124,664 3,971 128,635
As at 31 December 1,486,106 6363 1sizees 1382277 18072 1400340
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KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY JSC

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
{in millions of Tenge, unless stated otherwise)

16. LEASE LIABILITIES
As at 31 December, Group lease liabilities included:

2019 2018
Present value
Present value Minimum of minimum
Lease of lease leasa lease

—PAayments  __payments __payments = __paymants

During one year 6,527 6,238 1,513 1677
Between two and five years inclusive 1,716 14,556 7,256 5021
Ower five years 20,591 5,769 22,794 11,374
Het liabilities 48,834 26,563 31,563 18,072
Less future finanoe costs {22,271) - {13,491) -
Presant value of lzase payments 26,563 265,563 18,072 18,072
Less amounts due within 12 manths (6,238) {L677)
Amount to be repaid after 12 months 20,325 16,335

As a result of the application of IFRS 16 Leases, the Group additionally recognised right-of-use
assets and corresponding liabilities as at 1 January 2019, composed of real estate of

1,144 million tenge, railway transport of 14,459 million tenge and other equipment of

6,287 million tenge (Notes 3 and 6). The lease term of real estate is in the range from

2 to 56 years, the lease term of raillway transport and other equipment is in the range from

2 to 20 years.

As at 31 December 2019, interest is calculated based on effective interest rates varying from
2.5% to 19.48% (31 December 2018: from 2.19% to 19.47%).

Al lease liabilities are denominated in tenge, except lease liabilities of other equipment
denominated in US dollars,

17. EMPLOYEE BENEFIT OBLIGATIOMNS
Defined benefits scheme and other non-current employee benefits

Under Kazakhstan law, pension contributions are the responsibility of employees, and the Group
has no current or future obligations to make payments to employees following their retirement,
apart from those described below.

During 2019, the Group introduced certain Rules related to early retirement (the "Rules”) in arder
to meet the plan of reducing the number of employees employed by the Group in the next 5
years, The Rules are effective for employees who reach a minimum age of five years before the
retirement age that has been established by the legislation.

Employee benefit cbligations and cther non-current employee benefits are payable in accordance
with the Rules and Collective Agreement between the Group and its employees for 2018-2020.

Pursuant to these documents, the Group provides the following benefits under an unfunded
scheme:

= aone-time retirement grant;

+  one-time payment at early termination of labour agreement that depends on wark
experience in the industry, in accordance with the Rules;

»  benefit until the retirement age in the range of 70 thousand tenge and 200 thousand tenge

per month payable either one-time payment for the whole period until the retirement age or

on a monthly basis in accordance with the Rules;

annual finandial support to pensioners;

free train passenger tickets;

funeral aid to pensioners;

worker and pensioner jubilees;

financial assistance on denture treatment; and

other benefits.

| NC Kazakhstan Temir Zholy JSC

Movement in the present value of abligations for the years ended December 31 are as follows:

2019 2018
Taoral Habilities 3t the Deginning of the year 34,745 31,241
Current service cost 1,346 1,172
Past service cost 8,952 1,480
Interest cost 2,879 2,544
ACtuary remeasurement recognised in other comprehensive losses 612 1,137
Payments made during the year (3,262) (3.211)
Actuary loss recognised in profit or loss for the year (893) 19
Disposal of subsidianes - {37
Total labilities as at the end of the year Mim :4..?42
Inchuding labilities due within one year 5,101 2,797
Liabilities due after one year 35,278 31,548

44,379 34,745

Defined benefit obligations and other leng-term employee benefits recognised in profit or loss
during 2019 and 2018 are as follows:

2019 2018
Cost of sales (Mote 24) 11,826 4,893
General and administrative expenses (Note 25) 458 F22
Total recognised in profit or loss for the year IE‘W s‘ns

The Group's obligations were estimated based on published statistical data regarding maortalicy

and actual Group data concerning employee and pensioner headcount, age, gender and years of

service, and turnover, as well as expectations that all employees granted with early retirement
option under the Rules, will exercise when reach minimum age, i.e. 5 years before the official
retirement age. Other significant actuarial assumptions as at the reparting date for the
consolidated statement of financial position are as follows:

2019 2018
Discount rate 9.1% B.3%
Expected annual growth in material aid in the future 3.3% [average) 340 (average)
Expectad annual minimum salary growth in the futune 4.3% (average) 4.9% (average)
Expected annual future growth in rail tcket cost 5.2% (average) 6.3% (average)

Acconding to an actuarial sensitivity analysis, the maximum increase In the employee benefit
obligations Is 7.9% caused by an inflation rate increase of 1%,

Annual Report. 2019 |
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i8.

CORPORATE INCOME TAX

Income tax expenses for the year ended 31 December included:

2019 2018

Current income tax expenses 859 667

Adjustmant in relation to incoma tax for prior years (32} a28

Income tax paid withneld 667 6B6

Deferred income tax expense 15,944 (6,271)
Change in unrecognised deferred tax assets, including for tax losses

carried forward 6,780 6404

l-ll‘:!lﬂ 2‘31!

The table below provides a reconciliation of income tax expenses based on accounting profit
before tax at the statutory rate against income tax expenses reported for the years ended
31 December:

2019 2018

Loss before tax from continuing operations (32,725) (71,262)
Official tax rate 20% 20%
Theoretical tax benefit at the official rate (6,545) (14,252)
Tax effect of nan-deductible expanses for tax caloulation purposes, and

other effect:
Adjustment of incorme tax from prior years (32) 828
Mon-deductible expenses 24,015 9,339
Change in unrecognised deferred tax assets, including for tax losses

carried forwarnd &, 7RO 6404
In e gnised in profit or loss (attributable to

continuing activities) 24,218 2,314

Deferred tax balances calculated by applying the statutory tax rate in effect at the respective
reporting dates to temporary differences between the tax basis for assets and liabilities and
amounts reported in the consolidated financial statements are as follows:

31 December 31 December
2019 2018
Deferred tax assets:
Tax losses carried forward 126,372 143,356
Difference n accounts recelvable 5,129 4,232
Financial guarantee contracts liabilities 4,306 2,918
Accrued employee liabilities 3,734 2,718
Discount on lean accounts receivable 2,103 2,178
5,518 1,470
147,162 156,772
Less: deferred tax assets offset against deferred tax liabilities 146,661) _ (150,348)
Deferred tax assets 501 6,424
Deferred tax liabilities:
Property, plant and equigment and other non-ourrent assets (346,933) (332,719)
Fair value adjustment to boerrowings recelved frem the Sharehobder/
ultirnate Sharehaldér at the rates below rmarket (54,667) (43,881)
Other {29) {BG)
(401,629) (376,686)
Less: deferred tax Kabilities offser against deferred tax assets 146,661 150,348
Deferred tax liabilities {254, 568) {226,338)
Total net deferred tax liabilities 467 (219,914)

| NE Kazakhstan Temir Zholy IS¢

KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY J5C

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(tn millions of Tenge, unless stated otherwise)

19.

20.

et deferred tax liabilities as at the beginning of the year
Recognised in profit or loss

Recognised in equity (Note 14)

Dispasal of subsidiares

Recognised in investments in associates

Met deferred tax liabilities as at the end of the year

2019 2018
(219,914) (221,645)
(22,724) (133}
(11,829) -
- 1,030
834

l!ﬂiﬂﬁ?t l!l’liﬂllt

The Group has not recognised deferred tax assets relating to the portion of tax losses carried
forward, Management believes it is improbable that there will be sufficient taxable income
available im the future against which any such deferred tax assets can be utilised. As at

31 December 2019, the total tax effect of unrecognised tax losses carried forward amounted to
18,622 million tenge (31 December 2018: 11,842 million tenge). These tax losses carried forward
expire in 10 years from the date they were incurred, while major part of the losses expire in

2028-2029.
TRADE ACCOUNTS PAYABLE
31 December 31 December
2019 2018

Accounts payable for services provided 53,750 49 838
Accounts payable for the supply of property, plant and equipment 31,232 59,154
Accounts payable for inventories recelved 29,537 30451
Other accounts payable 2,393 2460

115#12 u:l‘m
Current portion of trade accounts payable 116,912 140,222
Long-term portion of rade accounts payable (Mote 213 - 1,681

116912 1.41‘90\3
As at 31 December, trade accounts payable were expressed in the following currencies:

31 December 31 December
2019 2018

Tenge o8.643 128623
US Dollars B,382 6,325
Swiss Francs 1,950 813
In other currencies 7687 6,142

llﬁiﬂll u1im

The average turnover pericd for accounts payable is 53 days (2018: 56 days).

CONTRACTS LIABILITIES

Advances received on contracts with customers
Deferred income

b 31
2019 2018
51,154 61,302
10,508 7,708
61,662 69,010

The revenue recognized in the reporting period, which was included in the balance of advances
received and deferred income at the beginning of the year amounted to 46,712 million tenge

(2018: 48,162 million tenge ),
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KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY JSC

NOTES TO THE CONSOLIDATED FINAMCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
{in millions of Tenge, unless stated otherwise)

21.

22.

OTHER LIABILITIES

31 December 21 December
2019 2018

Liabilities under financial quaranteée contracts 21,531 14 588
Prowisions 16,243 510
Salaries and gther remunerations payable 12,852 17,506
Provision for unused vacation 12,641 11,705
Obligatory pension contributions, social contributions, insurance and
obligatory medical insurance contributions 6,319 6,034
Deferred income {government grants) 4,855 7,229
Advancas racaived 1,843 2,797
Dividends payable (Note 14 and 30) - 16,425
Trade account payable (Mote 19) - 1,681
Other llabilites 10,434 10,427
86, 718 89,402
Current portion of ather liabilities 58,411 68,418
Lafg-term porton of other liabilites 28,287 20,984
86,718 89,302

As disclosed in Note 28, the Group provided financial guarantees to banks for the loans recelved
by International Airport Astana JSC, Electrovoz Kurastyru Zauyty LLP and associate Aktobe Rail
and Section Mill Plant LLP and recognised a lability under financial guarantee contracts, As at 31
December 2019, llabiliities under financial guarantee contracts were 10,133 million tenge on
International Alrport Astana JSC, 396 million tenge on Electrovoz Kurastyru Zauyty LLP and
11,002 million tenge on Aktobe Rall and Section Mill Plant LLP (31 December 2018:

6,451 million tenge, 679 million tenge and 7,458 million tenge, respectively).

Provisions mainly include provisions under the agreements entered with the associates
Continental Logistics LLP and Continental Logistics Shymkent LLP on freight handling services and
future freight storage of 2,100 million tenge and 3,658 million tenge, respectively (Note 28), as
well as provisions under other agreements, according to which as at 31 December 2019 there is a
high probability that an cutflow of resources embodying economic benefits will be required to
settle the obligations. The provisions have been recorded in other profit and losses.

As at 31 December 2019 and 2018, other liabilities were, mainly, expressed in tenge.

REVENUE
During 2019 and 2018, revenue from freight transportation included:

2019 2018

Revenue from contracts with customers:
Domestic routes 37,192 283,878
International (trangit) routes 276,880 243,760
International (export) routes 169,958 178,063
International (import) routes 107 633 895,915
Adgitional charges rélated to the ransportation protess 37,726 33,618
Other revenue from freight transpartation 27,606 13,802

957,185 849,036

During 2019, the revenue from freight transportation in international (transit) routes, which was
the cash flow hedging item, was received and, accordingly, the cumulative loss of

19,005 million tenge attributable to the hedging instrument had been reclassified from other
comprehensive 1085 bo revenue from freight transportation (Note 14),

| NC Kazakhstan Temir Zholy JSC

24,

During 2019 and 2018, revenue from passenger transportation included:
2019 = 2018

Revenue from contracts with customers:

On domastic routes £9,224 0,461
On international putes 17,791 16,841
Other revenue 7,756 6917

ﬂ.?&i 81‘21!]

OTHER REVENUE

2019 2018
Revenue fram the sale of goods and provision of other services 32933 34,978
Revenue from wagon |ease 22,362 45,475
Revenue fram fines 6,659 5,758
Revenee fram the lease of cther fived assets 3763 3857
65,756 90,168

Revenue from the sale of goods and provision of other services is mainly represented by revenue
from freight loading and unloading, vessel servicing, sale of inventories and scrap metal. Revenue
of 14,576 million tenge s recognised at a point in time (2018: 12,742 million tenge), and of
25,056 million tenge over time (2018: 27,994 million tenge).

The Group leases out wagons and other property, plant and equipment under operating lease
agreements for up to one year. Accounts receivable under operating leases are payable within
one year. Operating leases do not include an extension or early termination option. The Group is
not exposed to currency risk as a result of operating leases, as all leases are denominated in
tenge. The lessee does not have option to purchase cars and other property, plant and equipment
at the end of the lease tarm.

Revenue from fines is mainly represented by revenue from late dispatch of freight from
destination stations and for a breach of contracts,

COST OF SALES
2019 2018
Stalf costs, including taxes, contributions and provisions for unused
vacations 282,077 266,520
Fuel and lubricants 124,411 120,476
Repairs and rraintenance 121,116 99,219
Depreciation and amaortisation 119,335 114,431
Work and services of a production nature £1,978 52485
Materials and supplies 51 B66 43 728
Electricity A6 850 45 679
Taxes 23672 20,287
Employee benefit expenses and other long-term employea benafits
(Note 17) 11,826 4,893
Utilities and building maintenance 3,756 3,901
Telecommunicatien services 3,567 5315
Other costs 30912 42,104
—T 218
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KAZAKHSTAN TEMIR ZHOLY NATIOMNAL COMPANY J5C

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in millions of Tenge, unless stated otherwise)

25. GEMERAL AND ADMINISTRATIVE EXPENSES

2019 2018

Staff costs, including tawes, contributions and provisions for unused
vhCation 44,380 41,231
Property tax and other [@xes 13,031 16,583

Allowances for expected credit losses of accounts receivable and

impairment of short-term advances paid 11,624 723
Depraciation and amortisation 5,380 6,547
Consulting, audit and legal services 2,405 3,659
Other third party services 1,782 3215
Business tnp expenses 1,690 1,577
Operating lease expenies 1,269 1,438
Expenses to hold celebrations and cultural and mass events a52 a70
Materials B30 1,085
Banking services 814 928
utilities and Duilding maintenance 76 E72
Advertising 586 1,373
Telecommunication servicas 484 549

Employes benefit expenses and other long-term employee benefits
(Mote 17) 458 722
Insurance 455 347
Expenses to maintain social sphere facilities 364 413
Repairs and maintenance 356 273
‘Vocational and professional training expensas 252 364
Other expenses B,671 B,167
96,619 97,554

26. FINAMNCE COSTS
2019 2018

Interest expanse and descount amartisation 119,810 90,306
Prermiurm and fee for early bond extinguishrment (Mote 14) 45,236 -
Other finance costs 11,044 13,228
176,090 103,534

27. EARNINGS PER SHARE

Basic earnings per share are calculated using the weighted average number of common shares
issued during the year. Basic and diluted per share data are the same, as there are no dilutive
instruments outstanding. During 2019 and 2018, the Company had no outstanding antidilutive

instrurments.

2019 2018
‘Weighted average of Comman SHanes 496,465,588 496,160,750
Loss for the year attributable to the Shareholder (million tenge) (70,233} (87,219}
Loss per common share (tenge) (141) (176)
Loss for the year from continueng operations, attributabde t the
Sharehakder (million tenge) (56,851) (74, 340)
Loss per commaon share from continuing operations (tenge) (115} (150)
Net assets, exclusive of intangible assets and minority interest 1,122,083 1,102,607
Quantity of common shares in circulation (registered) 496,654,806 496,157,572
Carrying amount of one share (tenge)® 2,259 233

1 Carrying amount of shanes is cakulated in accordance with KASE requiremsents.
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KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY J5C

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in millions of Tenge, unless stated otherwise)

28, FINANCIAL AND CONTINGENT LIABILITIES
Capital commitments

As at 31 December 2019, the Group had commitments to purchase long rails and to purchase
freight and passenger electric locomotives, freight and passenger steam locomatives for a total of
1,435,386 million tenge (31 December 2018: 1,459,577 million tenge).

Leases

In dwgust 2017, the Group, represented by its subsidiaries Kaztemirtrans JSC and KTZ Express
J5C, entered into lease agreements with DBK Leasing J5C to lease 1,000 low-sided cars and
1,995 platform cars with a total value of 15,077 million tenge and 33,264 million tenge,
respectively, The lease term s 15 years and interest s 15%, of which 10% per annum Is
subsidised by the government. The grace period for the principal is 7 and 5 years, respactively.
The Group acts as lessee. As at 31 December 2019, the commitment was 10,418 million tenge for
undelivered low-sided cars and 26,862 million tenge for platform cars.

Other contractual liabilities

The Group, represented by its subsidiary KTZ Express JSC, has entered into agreements for
freight handling services and freight storage in the future with the associate Continental Logistics
LLP, Sberbank of Russia SB JSC and Odyssey Investments Group LLP dated 20 November 2015
(addendum dated 15 August 2016); with the associate Aktau Maring North Terminal LLP,
Sberbank of Russia 58 JSC and Inter Port Development PTE LTD dated 28 December 2015; and
with the associate Continental Logistics Shymkent LLP and Odyssey Investments Group LLP dated
15 August 2016 (the Agreements).

The Agreements stipulate that the Group has to acquire a minimum volume of freight storage
services fer 10, 13 and 15 years and make substantial payments in relation for such velumes.

The service period for the Agreement with Continental Logistics LLP dated 20 November 2015
(addendum from 15 August 2016) commenced from 15 September 2016, while the service period
for the Agreement with Continental Logistics Shymkent LLP dated 15 August 2016 commenced
from 1 May 2019. The service period for the Agreement with Aktau Marine Morth Terminal LLP
dated 28 December 2015 has not yet commenced.

During 2019, Sberbank of Russia 5B 15C (party to the Agreement with Continental Logistics LLP)
addressed the Group with a claim to transfer all of KTZ Express 15C rights and obligations under
the Agreement with Continental Logistics LLP to the Company, due te Continental Logistics LLP's
failure to pay interest and a part of the principal under its loan agreement. As at

31 December 2019, the amount of debt of Continental Logistics LLP to Sberbank of Russia SB JSC
was 27,992 million tenge, with a maturity until 2025, according to repayment schadule,

As a result of negotiations, as at 31 December 2019 Continental Logistics LUP and Sberbank of
Russia 5B J5C had agreed a Road Map to restructure the Continental Logistics LLP loan, induding
debt write-off of 11,233 millien tenge and the Group's subsequent withdrawal from the
Agreement. Furthermore, on 31 December 2019 the authorised body of Kazakhstan Development
Bank 15C approved the refinandng of the Continental Logistics LLP debt to Sberbank of Russia 5B
JSC. On 5 January 2020, Kazakhstan Development Bank JSC and Continental Logistics LLP
entered into a Credit line agreement of 7,000 million tenge for 15 years and interest rate of 15%
per annum.

After the reporting date, in addition to loan restructuring road map, on 27 February 2020
Development Bank of Kazakhstan J5C, Odyssey Investments Group LLP, KTZ Express JSC and
Continental Logistics LLP entered into an agreement, where the Group assumed an irrevocable
commitment to cover, at the first written demand from Kazakhstan Development Bank J5C, any
cash shortfalls of Continental Logistics LLP under the Credit line agreement,

As at 13 March 2020, the Continental Logistics LLP's debt to Sberbank of Russia SB 1SC is fully
settled,
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KEY EVENTS IN 2019

Thus, taking into account the events after the reporting date, Group management revised its
estimate of liabilities leading to an outflow of resources embodying economic benefits under the
Agreement with Continental Logistics LLP, and as at 31 December 2019 acorued a provision of
2,100 million tenge or 30% of the Credit line provided by Development Bank of Kazakhstan JSC

Guarantees

As at 31 December 2019, quarantess were répresentad as follows:

Guarantoes
to Continental Loglstics LLP (Note 21). Guarantes Guarantes amount, millian
Ereditor Purpose of the g tee issue date period tenge
Group management believes that the probability of the outflow of resources embadying economic paren
CHAIRMAN OF THE BOARD benefits has increased to settle the obligation under the Agreement with Continental Logistics Execute the obligations of
OF DIRECTORS ADDRESS Shymkent LLP. The Group estimated the amount of obligations and as at 31 December 2019 AT ST ST
accrued a provision at the amount of the fine to withdraw from the Agreement of 9,658 million i ; | X
tenge and the losses incurred since commencement of commercial operations, for which a i ks e Gt TN, L i P
reimbursement to Continental Logistics Shymkent LLP will be required as a result of the Group's !
OAF'?r'i’fEEfz&YATG*gd‘ém'gg:;‘D failure or undue execution of Agreement terms, including in the event of withdrawal from the Emamm Mwm m";.::"
Agreement at the Group’s initiative (Note 21). Saction Ml ant UL o
Group management believes that the service period under the Agreement with Aktau Marine m,‘zzl:"lﬂ Baik '::ﬁmm mill ;::r.f
Morth Terminal LLP has net yet commenced, because the Group has not been notified about the sC Aktobe 4 July 2013 wnitil 2033 21,802
BUSINESS MODEL commencement date of commercial operations and service period, and the parties have not
started execution of the obligations under the Agreement. Group management believes that as at Kﬁ,‘:ﬁ?&m Bank mmm
31 December 2019, the outflow of resources embodying econemic benefits under this Agreement 5 I5C to finance is upgrade 28 March 2018 until 2033 22,500

COMPANY DEVELOPMENT
STRATEGY

is mot highly probable.
Contingent liabilities

Note 21 discloses the carrying value of these guarantees.

Litigation To avoid non-compliance with respect to obligations to its creditors, prior to year-end, the Group
received a waiver related to the non-application of inancial covenants as at 31 December 2019
The Group Is subject to various legal proceedings related to its business operations, such as under the financial guarantee contract with Development Bank of Kazakhstan JSC,
ABOUT THE COMPANY property damage claims. The Group does not believe that pending or threatened daims of these
types, individually or in aggregate, are likely to have any material adverse effect on the Group's
29. SUBSIDIARIES

BUSINESS RESULTS

consalidated financial position, results of operations or cash flows.

Contingent abilities related Lo the Kazakhstan tax system

Infermation on the compasition of the Group is as follows:

Due to the uncertainties inherent in the Kazakhstan tax system, the ultimate amount of taxes, T m"""" hip i"";;‘:t' -
fines and late payment interest may excesed the amount expensed as at 31 December 2019 and Subsidiary Activities Country 2019 2018
2018, It is not possible to determine the value of any unasserted claims that may manifest, if
CORPORATE GOVERNANCE any, or the likelihood of any unfavourable outcome. ; m:ans sC ﬁw:gt:ragnn Dn-emttljuol:l Kazakhstan 100 100
AND ETHICS Past o
Between December 2019 and February 2020, the Nur-Sultan State Revenue Department ol it e -
conducted a targeted tax audit of Wagonservice JSC, a subsidiary of the Passenger Transportation Transportation J5C Iocomotive haulage Kazakhstan 100 100
JSC, for the period of November 2014 - November 2019, As a result of inspection, the inspector 4, KTZ Express 15C Multimodal tran Kazakhstan 100 100
SUSTAINABLE DEVELOPMENT revealed a petroleum products turnover of 12,202 million tenge within equipping services 5. Temirzholsu JSC Utilities Kazakhstan 100 100
contracts, which assume fuelling of wagon power stations of the trains, executed by 6. Remiocomative J5C Ralling stock production Kazakhstan 100 100
Wagonservice J5C in violation of the Kazakhstan Law On the State Regulation of the Production 7. Transtelecom J5C Telecommunication
and Turnaver of Certain Types of Petroleum Products. The above vialation stipulates a fine of 795 S {Fanaces Kazakhsten 51 51
thousand tenge and the confiscation of petrodeum products and/or revenue received as a Secum\r 150 i ity Kazakhstan 100 160
ABOUT THE REPORT consequence of the violation. 9. Kamkor Repair Machinery production
Corparation LLP Kazakhitan 100 100
As at 31 December 2019, the Group did not accrue provisions for the above amounts because 10, Aktau Sea Vessel loading and
management believes that JSC Wagonservice carries out its charter activities since incorporation Commercial Port unlpading work, vessel
up to date within the framework of current Kazakhstan legislation, and is disputing the ruling of the Mational Company 15C* servicing Kazakhstan 100 100
CONTACT DETAILS tax authorities in court and the state authorities. 11, Port Kuryk LLP Freight transhipmen and
weESE] Servicing Kazakhstan 100 100
12. KTZ Finance LLC Bond tssues to finance KTZ
Insurance Group projacts and
aperations Russia 100 100

CONSOLIDATED
FINANCIAL STATEMENTS

INDEX OF GRI STANDARD
DISCLOSURES IN THE REPORT

The insurance market is still in the early stages of development in Kazakhstan and, in commeon
with other state-owned enterprises, the Group does not, with the exception of obligatory
passenger insurance with regard to personal injury, death and loss or damage to passenger
property, maintain any insurance against the risk of damage to any of its properties, assets or
equipment (including infrastructure, rolling stock and stations) ner against business interruption
or third party liability in respect of property or environmental damage arising from accidents to

the Group's property or relating to the Group’s operations. The Group maintains the reguired

“In November 2043, the SMMM’G:;::I:MJ 100%: gvenerabip Fberesd in Natinal Company Aktaw Ses Commerdal Pert 15C
insurance coverage under policies purchased from commercial insurance operators in Kazakhstan.

to the Group's trust Sea Commencial Port 158 is recognised as a Group subssdiary akthowgh
the Group does nct legally hold shaes in it

GLOSSARY | NC Kazakhstan Temir Zholy JSC Annual Report. 2019 |
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30. RELATED PARTY TRANSACTIONS Transactions with related parties for the years ended 31 December are presented as follows:
For the purpose of these censolidated financial statements, parties are censidered to be related if Jaint Companies
REMEENISINROL one party has the ability to control the other or exercise significant influence over the other party ':‘.'.:;‘I‘h'-“ ""'":'I".ﬂ up
when making financial or operational dedsions. In addition, parties under common control within G
the Group are considered to be related, In dering each possible related party relationship, _Shareholder _ Associates Grouplsa  Sha Idar r
attention is directed to the substance of the relatlmshlp. and not merely the legal form, Sale of goods,
CHAIRMAN OF THE BOARD carvices and non-  <0L? 66 53,236 36,803 32,554 2,340
OF DIRECTORS ADDRESS Related parties may enter Into transactions that might not be necessarily available to unrelated eurTent assets 2018 54 9,922 29,5688 37,747 1,952
parties, and transactions between related parties may not be effected on the same terms,
conditions and amounts as transactions between unrelated parties. (.Iumedrafd 2009 - {3,121) (1) (282} -
recove
ADDRESS BY THE CHAIRMAN The nature of related party relationships for those related parties with which the Group entered :““""“ﬂﬂu
OF THE MANAGEMENT BOARD into significant transactions or had significant balances outstanding as at 31 December that are | "p'e'm::d
not outlined elsewhere in these notes are detailed balow. ImMNEEIHMﬂI of
o i advances paid 2018 - (o88) i) (55) -
BUSINESS MODEL ventures in  making up Purchase of goods, 2019 - 32,482 142 5,155 1,661
which the the services and non-
Group isa  Shar Other r - 5 . 297
——_— A e b curent assels 2018 48,203 111 13,593 2,39
Amounts due from Repayment of 2019 . - - - -
2019 56 1,687 576 6,323 4
COMPANY DEVELOPMENT related parties for loans issued 2018 - - . - 24,000
STRATEGY AP0, Servhoes;
B non-current 2019 40,000 . . . -
assets 2018 11 37,614 500 3,537 3,076 Receipt of leans 2018 40,000 - - -
including 2019 - (4,121} (25) (378) - Repayment of 2019 1,175 - - - 6,661
ABOUT THE COMPANY :‘h“""‘ﬁ for loans received 2018 41,175 . - - § 398
Inssas and New |ease 2019 468 - - 205 -
impairment of agreements
advances paid 2018 = (1,000} (28] {71} & (Group as lessee) 2018 1,383 - - - 3,502
BUSINESS RESULTS Amounts dueto 2019 - 5,149 2,105 4,130 3,451 Lease/finance 2019 175 - - 24 557
refated parties for lease payments 2018 T84 - - - 572
and non-current HNew finance lease 2019 - - - 828 -
assets 2018 - 15,348 2,177 2,261 21,591 agreements
CORPORATE GOVERNANCE (Group as lessor) 2018 . - . . -
AND ETHICS 2019 - . . . 118
Restricted cash 2018 - - - - BE Proceeds from 2019 - - - 79 -
lease agreements 2015 - - - - -
2019 - - - &20 “
Leasa receivable 2018 - - - - - 2019 - - - 71 -
SUSTAINABLE DEVELOPMENT Finance income So1a 14 . . N <85
Borrowings 2019 123,621 - . - 61,965
recaived 2018 107,906 - - = 30,112 2019 5,552 - - 23 £8.750
Finance costs 2018 5,802 - - - 3,297
Lease/finance 2019 5249 - - 204 5,168
ABOUT THE REPORT lEase liabilities 2018 1,903 - - - 16,163 201% - 5,273 1,977 - =
— Dividends received 2018 - 263 2,028 - -
Dividends payable 2018 16,425 - - - - 2019 = - - - -
! Dividends declared 2018 1,710 - - - -
CONTACT DETAILS Dividends 2019 - a1 - - -
recelvable 2018 - - - - - Sale of financial 2019 - - - - -
asset 201% 81,986 - - - -
Share capital 2019 19,374 - . . .
CONSOLIDATED contribution 2018 290 - - - -

FINANCIAL STATEMENTS

Im 2019, the Group issued bonds to the Shareholder of 40,000 million tenge (Note 15).

INDEX OF GRI STANDARD
DISCLOSURES IN THE REPORT As at 31 December 2019, the Group has borrowings from DBK-Leasing J5C and DBK J5C for 2

total of 61,965 million tenge.

¥ Other related parties include other commercial entities under comman contral of the ultimate Sharenolder,
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KAZAKHSTAN TEMIR ZHOLY NATIOMNAL COMPANY J5C

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
(in millions of Tenge, unless stated otherwise)

As at 31 December 2019 and 2018, certain Group borrowings of 1,257 million tenge and
2,104 million tenge, respectively, were guaranteed by the Kazakhstan Government.

As at 31 Decernber 2019 and 2018, the Group issued guarantee on certain borrowings of the
associate and other related Q!I‘ﬂﬁ to ensure the execution ﬂfﬂblﬂiﬂﬂl‘l! to the banks
{Notes 21 and 28).

Transactions with Shareholder group companies, associates and joint ventures and other related
parties mainly comprise transactions with KazMunaiGas National Company 1SC (fuel),
Kazakhtelecom JSC (communication services), Kazatomprom National Nuclear Company 1SC
{electricity ), KEGOC JSC (electricity), Kazpost JSC (postal services), Kazakhstan Engineering
National Company JSC (engineering production) and Samruk-Energo J5C (electricity), The Group
also provides freight transportation services to Shareholder group companies, associates and joint
ventures,

As at and for the years ended 31 Decamber, the Group recognised a constructive obligation to
build the following facilities for the benefit of the Shareholder:

Current liabilities

Children’s Mangistau

Centre in social Astana

Turkestan _ facilities  kindergarten Total
As at 1 January 2018 - 247 43 290
Accrued for the year 5,300 - 1 5,301
Written off during the year . - (9 (%)
As at 31 December 2018 5,300 247 35 5,582
‘Written off during the year (4,240} [143) (35] {4,418)
As at 31 December 2019 1,060 104 - I.ilu

As at and for the years ended 31 December, the Group incurred the following costs related to the
construction of facilities for the benefit of the Shareholder for the above constructive obligations:

Current assets
Mangistau Astana
social facilities kindergarten Total
As at 1 January 2018 247 43 290
Disposal - {8) 8
As at 31 December 2018 147 35 182
Disposal {143y {35) (178)
As at 31 December 2019 104 - E

Compenszation to key management personnel of the Group

Key management personnel comprise members of the Group's Management Board and Board of
Directors, totalling 14 persons for the year ended 31 December 2019 (2018: 17 persons), Total
compensation to key management personnel included In personnel cests in the consolidated
statement of profit or loss and other comprehensive income comprised 512 million tenge for the
year ended 31 December 2019 (2018: 210 million tenge). Compensation to key managament
personnel mainly consists of contractual salary costs and bonuses based on operational results,
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KAZAKHSTAN TEMIR ZHOLY NATIONAL COMPANY J5C

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019 (CONTINUED)
{in millions of Tenge, unless stated otherwise)

31.

FINANCIAL INSTRUMENTS, FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES, AND FAIR VALUE OF FINANCIAL INSTRUMENTS

The Group's principal financial instruments consist of loans, debt securities issued (bonds), lease
liabilities, cash and cash equivalents as well as trade accounts receivable and trade accounts
payable. The main risks arising from the Group's financial Instruments are interest rate risk,
foreign currency risk and credit risk. The Group further monitors the market risk and liquidity risk
arising from all financial instruments.

Capital risk management

The Group manages its capital to ensure that it will be able to continue as a geing concern while
maximising the return to the Shareholder by optimising debt and equity balance, The Group's
overall strategy remains unchanged from 2018,

There are no mandatory minimum capital requirements for the Group.

The Group's equity structure includes net debt (loans, debt securities and lease liabilities less
cash and cash equivalents) and Group’s equity (which comprises share capital, foreign currency
translation and cash flow hedge reserves, retained earnings and non-controlling interests).

Financial risk management objectives

Risk management is an essential element of the Group's operations, The Company menitors and
manages financial risks relating to the Group’s operations through internal risk reports which
analyse risk exposure by the degree and size of risks, These risks include market risk (including
currency risk, fair value interest rate risk and price risk), liquidity risk and cash flow interest rate
risk. A description of the Growp's risk management policies in relation to those risks follows,

Interest rate risk

The interest rate risk to 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 loans and debt
securities. The Group limits its interest rate risk by maonitoring changes in interest rates in the
currendies in which its financial instruments are held, and by maintaining a balance between its
loans with fixed and variable interest rates.

The Group's exposure to the interest rate risk mainly relates to its loans and debt securities
issued with variable interest rates,

The following table shows the sensitivity of the Group’s profit before tax and equity to possible
chamges in interest rates on borrowings (through the effect on interest for variable interest rate
borrewing) with all other variables remaining constant.

21 Decambaer 2019 31 Decembar 2018
Interest rate Interest rate
Increase § increase §
(decrease) in  Effect on pre-tax  (decrease) in Effect on pre-tax
basic points __ profit/equity = __ basic paints _ profit/equity
Us Dollars 204(20) (10110 S0/(15) (26)/8
Tenge 204(.30) (130),/130 S0/(15) (340)/102
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Currency risk

The Group undertakes transactions denominated in foreign currencdies; consequently, exposing
itself to exchange rate fluctuations.

A significant portion of the Group's short-term and long-term foreign currency debt is
denominated in US Dellars, A change in the tenge value against the US Dallars, or any other
foreign currency in which debt is denominated will result in a foreign exchange gain or loss.
During 2019, the Group incurred a foreign exchange loss of 11,592 million tenge, of which a
major portion is attributable to borrowing as disclosed in Note 15 (2018: 112,515 million tenge).

The following table reflacts the sensitivity of the Group's profit before tax and equity to potential
changes in the US Dellar, Euro, Russian Rouble and other exchange rates, provided all other
parameters remain constant,

31 Decembar 2019 31 December 2018
Exchange rate  Effect on Exchange rate
increase pre-tax Effect on increase f Effect on Effect on
_Adecrease) _ profit = equity _i_l‘_ pre-tax profit  equity
12% (47,793) 149/ (100,256)f
US Dollars (9% 35,845 . {10%) 71,612 -
12%¢ (8,343)/ 145/ (8,727
Eurgs (9%} 5212 - {10%) 6,233 -
Fussian 12%/ (10,881} 14%/ (11,353)
Roubles (12%) 10,681 . (9% 7,324 -
12% (20,7300 1456/ (24,900
Swiss Francs (9%} (224168 15,548 {10%0) (7755 17,786
Othar 12%/ 14%/
Curréncies [9%) 0/(67) - {10%) {165)/118 -

On 7 August 2015, the Group began cash flow hedging to decrease the risk of a change in the
tenge equivalent of revenue denominated in Swiss Francs, Eurobonds issued on 20 June 2014 an
the Swiss Stock Exchange are used as hedging instruments. The hedged item is revenug from
transit traffic in Swiss Francs. As a result of hedging, in 2019 an effect of 26 million tenge was
recognised in other comprehensive income (2018: 14,026 million tenge).

Credit risk

Credit risk arising from a party’s inability to meet the terms of the Group's financial instrument
contracts is generally limited to the amounts, if any, by which the counterparty’s obligations
exceed the Group’s obligations to that party. It is the Group’s policy to enter into financial
Instruments with a range of creditworthy parties. The maximum exposure to credit risk Is
represented by the carrying value of each financlal asset.

Credit risk concentrations may arise from exposure to a single debtor or to groups of debtors
having similar characteristics such that their ability to meet their obligations is expected to be
affected similarly by changes in economic or other conditions.

As at 31 December 2019, cash and cash equivalents are mainly placed in Halyk Bank JSC with a
credit rating of BB "stable’ (87% of cash and cash equivalents).

The Group has procedures In place to ensure that sales are only made to customers with the
appropriate credit history and that an acceptable credit exposure limit s not exceeded. Credit risk
is minimised by the fact that the Group operates on a prepayment basis with the majority of its
customers.

In addition, the Group is exposed to credit risk on financial guarantees provided to banks. The

maximum risk of the Group in this regard is equal to the maximum ameount that the Group will be
obliged to pay in the event of claims for guarantees disclosed in Mote 28, During 2019, the Group
additionally recognized expected credit lasses on financial guarantees given to banks for a related
party Astana International Airport JSC, which is under common control of ultimate Shareholder, of

3,682 million tenge and the associate Aktobe Rail and Sectien Mill Plant LLP of 3,857 million tenge,

| NC Kazakhstan Temir Zholy JSC

Market risk

Market risk is the risk that the value of a financial instrument will Aluctuate as a result of changes
in market prices. The Group manages market risk through periodic estimates of potential |osses
that could arise from adverse changes in market conditions.

Liquidity risk

The Group manages short-term, mid-term and long-term financing liquidity risk in accordance
with Shareholder requirements. The Group manages liguidity risk by maintaining adequate
reserves, bank loans and accessible credit lines by constantly monitoring profected and actual
cash flows and comparing the maturity of financial assets and liabilities,

As at 31 December 2019, the Group has also credit lines avallable in Halyk Bank JSC and Citibank
of Kazakhstan J5C for a total amount of 26,668 million tenge (31 December 2018: 37,878 million
tenge).

The Group controls and monitors compliance with the covenants set by the Shareholder and
credit/guarantee agreements on a regular basis.

To refinance the borrowings as well as to minimize currency risk exposure, the Group issued
bonds on local market of 380,000 million tenge and overseas of 80,000,000 Swiss Francs.

The following tables reflect the contractual terms of the Group's financial liabilities. The table was
prepared using undiscounted cash flows on financial liabilties based on the earliest date at which
the Company can be required to pay. The table includes both interest and principal cash flows.

3 manths -

Up to 1 month 1-3 months 1 year 1-5 years Over 5 years Takal

019
ACLOURTS payaDle 108422 6,345 1,145 - = 116,912
Other current

liabiities - . 10,435 - - 10,435
Intenest-badving
Barrowings 17,465 43,9855 120,161 B12,707 2,212,527 3,207,219
Lease = 135 13 5,430 9,137 15,615
Fanancial 58,427

guarantees 540 1,858 4,006 23,328 88,199

L E DAY, e ST33D, o _I3GEC0, _BALACS ___ SIS0, 3,536,300,

018
Inperes)-free
Accounts payable 138,621 1,430 170 1,681 - 141,902
Other current

labiities - . 5,579 - - 5,579
FATSrEEI-Baaieg
Beorrowings 21,080 8,194 225,700 538,845 1,860,848 2,654 667
Finane lease L.931 1,501 24811 37.031 45,139 85,513
Financial

Guarantess Iz 1,034 1971 15,160 65,075 85,172

161,664 13,159 236,241 556,717 1972152 2,578,533
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The following table reflects the expected maturity of the Group's financial assets. It was prepared Barrowings

pased on undiscounted contractual cash flows fer financial assets, including interest received on
KEY EVENTS IN 2019 these assets, except when the Company expects the cash Nlow in a different period. The fair value for bank loans was estimated by discounting the scheduled future cash flows of
individual loans through estimated maturity using prevailing market rates as at the respective
3 months - Unspacifisd year-end for debt with a similar maturity and credit-rating profile. The Group’s bank loans are
Mptoldmonth _1-3months _ Lyear _ Owerlyear —_ maturity _ Total mostly provided by international financial institutions and foreign banks. Although interest rates
2019 on these borrowings are lower than interest rates of private commercial credit institutions in

CHAIRMAN OF THE BOARD Kazakhstan, they are treated as the market interest rate for this lender category. The fair value

OF DIRECTORS ADDRESS = .

deposits 76,891 . - - - 76,691 of dabit securities issued (bonds) has been determined based on market prices at the reporting
Cash and cash date.
equivalents 3,882 - - - - 1,882
B — mn Fair value of financial assels and financial liabiiities not regulary measured at fair value (but fair
OF THE MANAGEMENT BOARD equivalents 70,708 . - . . 0,708 value is mandatorily disclosed)
Restricted cash - - 127 .
Trade accounts As at 31 December 2019 and 2018, the fair value of financial assets and financial liabilities,
13,003 134 13 2 3,345 16,647 except for borrowings and debt securities was not significantly different from cost, The carrying
164,583 224 141 62 3,345 168,355 value and fair value of borrowings and debt securities (bonds) as at 31 December is presented as
BUSINESS MODEL 1018 follows:
dnderest-bearsing:
s:ul-mm . - 31 December 2019 31 December 2018
aposits = - - B . c.".vin’ c."_'ln'
Interest on shart-
COMPANY DEVELOPMENT term dupasts 189 - - - - 19 amaunt Eai value amount - Failreaber
STRATEGY Gther financial Other financial assets 945 945 1,496 1,496
asats - : ms N N o5 Borrowings 261,765 242,106 246,704 245,146
'm"fm . B % R i % Dbt securities 1,224,342 1,294,193 1,135,573 1,199,855
Cash and cash Financial guarantess 21,531 21,531 14,588 BE
aquivalants 12,907 . E . . 12,507
ABOUT THE COMPANY
Interest-free: 5
Cash and cazh Fair value hierarchy
equivalents 22 E - B . 2.9
$::’"°"’ casn - L - - 03 The Group estimates fair value using the following fair value estimate hierarchy, taking into
e . 1,887 . " 1550 P acCount the materiality of data used to generate the given estimates:
BUSINESS RESULTS
715 1,847 556 iz 1520 50,590 o level 1: quotes on an active market {uncormected) in relation to identified financial
Instruments
) ) +  level 2: data differing from quotes attributable to level 1, and available directly (i.e. quotes)
CORPORATE GOVERNANCE Fair walue of finandial instruments or Indirectly (i.e. data generated from quotes). This category includes instruments estimated
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Fair value is defined as the amount at which an instrument could be exchanged In a current
transaction between knowledgeable willing parties according to 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, judgement |s needed to arrive at a fair value, based on current
economic conditions and the specific risks attributable to the instrument.

The following methods and assumptions are used by the Group to estimate the fair value of these
financial instruments:

Cash and cash equivalents

The carrying value of cash and cash equivalents approximates their fair value due to the short-
term maturity of these financial instruments.

Financial assets and labilities

For assets and liabilities maturing within 12 menths, the carrying value approximates fair value
due to the relatively short-term maturity of these financial instruments.

For financial assets and liabilities maturing in over 12 months, the fair value represents the
present value of estimated future cash flows discounted at year-end market rates.

| NC Kazakhstan Temir Zholy JSC

using market guotes on active markets for similar instruments, market quotes for similar
instruments on market not treated as active, or other estimation methods, all of whose data
used is directly or indirectly based on observable primary data

- level 3: data that is not available. This category includes instruments estimated using
information not based on observable primary data. Moreowver, any such unobservable data
has a significant impact on an instrument’s estimation, This category includes instruments
estimated based on quotes for similar instruments that require the use of material
unobservable quates or judgements to reflact the different between instruments,

The table below provides an analysis of financial instruments as at 31 December 2019 broken
down into the fair value hierarchy levels.

Level 1 Lewvel 2 Level 3 Total

Financial assels
Other financial assets at amortised

cost : 945 : 945
Taotal = 545 = 245
Financial iabilithes
Financial liabiites recognised at

emortised cost:
- diebt securities, induding 1,204,193 - - 1,294,193
debt securities from related partics 28,124 = = 29,124
- bank loans = 125,849 2,623 128,472
- boans from related parties = 113,634 - 113,634
Financial guaranteas = 21,531 = 21,531
Total 1,294,193 261,014 2,623 1,557,830
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The table below provides an analysis of financial instruments as at 31 December 2018, broken
down into the fair value hierarchy levels.

CHAIRMAN OF THE BOARD
OF DIRECTORS ADDRESS . Lavel 1 Lavil 2 Leval 3 Total
nancial assots
Ot fnancil assets : 1,436 : 1495 GENERAL DISCLOSURES
Tatal - 1,496 - 1,496
OF THE MANAGEMENT BOARD Fuancel daues | ommss
Financial Eabilities recognized at
amartised cost:
- dabt securities 1,199,855 - - 1,199,855
« bank leans - 145,390 4,803 150,193
- lBng from related parties - 94,953 - 94,953
BUSINESS MODEL Financial guarantess - 14,568 - 14,588 Standard Page in the
Tatal 1,199,855 254,931 4,803 1,459,580 and Disclosure report
Indicators
COMPAZIR':\%ZL?PMENT The fair values of the financial assets and financial liabilities in levels 2 and 3 have been GRI 101 (2016): THE BASICS
determined using generally accepted pricing models based on a discounted cash flow analysis, GRI 102 (2016): GENERAL DISCLOSURES
with the most significant inputs being the discount rate that reflects the counterparty credit risk. ¥
During 2019 and 2018, th transfers bet the hi hy level THE OF
uring an , there were no transfers between erarchy levels.
ABOUT THE COMPANY 102-1 Mame of the organization 4,164,113
32. EVENTS AFTER THE REPORTING DATE 1022 Activities, b % P s an services 4,16
102-3 Location of the headguarters 113
BUSINESS RESULTS . forsubsidianes 102-4 0f the phace of ope 113
In January 2020, the Group completed the sale to a third party of 26% - 1 share of the subsidiary 102-5 Right of ownership and legal form 16, 31, 113
Transtelecom JSC. As a result, the Group lest control over the subsidiary and recognised residual
interest of 25% as investrent in associate, 102-5 MM:EM 16, 20, 113
102-7 Scale of reporting organization 4,19, 26,79
CORPORATE GOVERNANCE LE L}
In March 2020, the Group, represented by the subsidiary KTZ Express JSC, in accordance with
ANBEIHIES the order of the ultimate Shareholder, transferred 100% of the shares of a subsidiary J5C MC SEZ 102-8 Information about employees and other staff Bé
Khorgos - Eastern Gates to the Almaty region municipalities free of charge. 102-9 Supply chain 74
Borrowi aces 102-10 Significant changes in the organization 19
SUSTAINABLE DEVELOPMENT Wings ved and its supply chain
In February 2020, the Group, represented by the Company, within the framework of a credit line 102-11 Precautio & ar roach &8
agresment dated 26 February 2015, borrawed 6,000 million tenge at 11.5% interest per annum nary principle or precautionary app
for up to one yaar. 102-12 External Initiatives 23
ABOUT THE REPORT x
Derecognition of financlal guarantee cantract obligations 102-13 Membership in associations 3
STRATEGY
In January 2020, Electrovoz Kurastyru Zauyty LLP repaid its debt to the Eurasian Bank of
Develapment in advance, as a result the Group darecognised the liability of 396 million tenge 102-14 Statement by the most senior manager 10,12
CONTACT DETAILS under the financial guarantes contract (Motes 21 and 28). 102-15 Key impacts, risks, and opportunities 68, 71
ETHICS AND INTEGRITY
102-16 Values, principles, standards, and norms of conduct &5
CONSOLIDATED
FINANCIAL STATEMENTS 102-17 Mechanisms for Providing Consultations on Ethics 1.3

INDEX OF GRI STANDARD
DISCLOSURES IN THE REPORT

GLOSSARY

General Disclosures

Disclosures on Significant Topics
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CORPORATE GOVERNAMNCE
102-18 Management structure 32,47
102-20 Executive management's responsibility for economic, environmental, 47
and social issues
102-22 Composition of the supreme management body and its committees 33,47
102-23 Chairman of the supreme management body 33
102-24 Appointment and selection of members of the supreme governing body 33,44
102-25 Conflict of interest 62
102-256 The role of the top management body in defining the goal, 14
values, and strategy
102-27 Collective expertise of the highest management body 44
102-28 Assessment of the work of the highest management body 446
102-29 Identification and management of economic, environmental, 48,71
and social impacts
102-30 Effectiveness of risk management processes 48
102-31 Owverview of economic, environmental, and social topics 47,68
102-32 The role of the highest governance body in sustainable 112
development reporting
REMUNERATION POLICY
102-35 Remuneration Policy 62
102-36 Process of determining the remuneration 62
INTERACTION WITH STAKEHOLDERS
102-40 List of stakeholder groups 110
102-41 Collective Agreement B8
102-42 Identification and selection of stakeholders 109
102-43 Approach to stakeholder engagement 109, 110
REPORTING PROCEDURE
102-45 Entities included in the consolidated financial statements 109
102-446 Defining the report content and topic boundaries 109
102-47 List of significant topics 109, 110
102-49 Changes in reporting 19, 110
GENERAL INFORMATION ABOUT THE REPORT
102-50 Reporting period 108
102-51 Date of the last report 108
102-52 Reporting cycle 108
102-53 Contact information for submitting questions about the report 113
102-54 Statements for reporting in accordance with GRI Standards. 108,112
102-55 GRI Content Index 177,179
102-56 External gquality control 112

General Disclosures

Disclosures on Significant Topics
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DISCLOSURES
ON SIGNIFICANT TOPICS

Standard and Page in the

ECONOMIC ISSUES

GRI 103 (2016): APPROACHES TO THE MANAGEMENT

103-1 Explanation of the essential topic and its boundaries 110

103-2 Management approach and its components &9

103-3 Assessment of the management approach 31

GRI 201 (2016): ECOMOMIC PERFORMAMNCE

201-1 |Created and distributed direct economic value 70

GRI 202 (2016): MARKET PRESENCE

202-1 The ratio of the standard entry-level salary of employees of B9
different sexes to the established minimum salary in significant
regions of operation

GRI 203 (2016): INDIRECT ECONOMIC IMPACTS

203-1 Development and impact of investment in infrastructure 30,71
and Pro Bono services

203-2 Significant indirect economic impacts 73

GRI 204 (2016): PROCUREMENT PRACTICES

204-1 |Shar\e of spendings on local suppliers 74

GRI 205 (2016): ANTI-CORRUPTION PRACTICES

205-1 Production divisions assessed Té
for corruption-related risks

205-2 Informing and training on anti-corruption policies 76
and methods

205-3 Confirmed cases of corruption Té
and actions taken

GRI 207 (2019): TAXES

207-1 | Approach to taxation 71

ECOLOGICAL TOPICS

GRI 302 (2016): ENERGY

302-1 Energy consumption within the organization 106

302-2 Energy consumption outside the organization 106

302-3 Energy Capacity 106

302-4 The reduction of energy consumption 106
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GRI 303 (2018): WATER AND WASTE

ACS for CCW

automated control system for contractual and commercial work.

GDP

gross domestic product is a macroeconomic indicator that reflects
the market value of all final goods and services (that is, intended for
direct use or application) produced during the year in all sectors of
the economy on the territory of the state for consumption, export,
and accumnulation, regardless of the nationality of the factors of
production used.

Cargo Traffic

economic indicators of work of transport (the indicator of the
volume of cargo transportation)

which is equal to the mass of the cargo transported for a certain
time multiplied by the distance of transportation.

Cargo traffic is measured in ton-kilometers.

303-1 | Total amount of water taken by source | 105

GRI 305 (2016): EMISSIONS

305-1 | Direct greenhouse gas emissions | 101

GRI 306 (2016): DISCHARGES AND WASTE

306-2 | Waste by type and method of treatment | 101

GRI 307 (2016): COMPLIANCE

307-1 Compliance with environmental 101
laws and regulations

SOCIAL TOPICS

GRI 401 (2016): EMPLOYMENT

401-1 MNew hires and personnel turnover B2

401-3 Maternity/paternity leave 87

GRI 402 (2016): RELATIONSHIP BETWEEN EMPLOYEES AND MANAGEMENT

402-1 Minimum notification period 88
for operational changes

GRI 403 (2018): HEALTH AND SAFETY IN THE WORKPLACE

403-1 Percentage of staff represented on official joint health 946
and safety committees

403-2 Types and level of industrial injuries, the rate of lost days 94, 98
and absence from the workplace, as well as the total number
of fatalities

403-3 Employees with high injuries and high risk of illness 96, 98

403-4 Health and safety issues reflected in official agreements with 96
trade unions

GRI 404 (2016): TRAINING AND EDUCATION

404-1 Average annual number of training hours 90
per employee

404-2 Programme of skills development and education, and program 90
support in the completion of a career

404-3 Percentage of employees who are subject to periedic performance BY
and career development evaluations

GRI 405 (2016): DIVERSITY AND EQUAL OPPORTUNITIES

405-1 Diversity of corporate governance bodies and employees 79

405-2 Basic salary ratio for men and women B9

GRI 412 (2016): HUMAN RIGHTS ASSESSMENT

412-2 Training of employees in human rights policies &7

and procedures

| NC Kazakhstan Temir Zholy JSC

Lost Time Injury Frequency Rate

Defines the number of cases of loss of working time, attributed to
the total working time worked in the division or enterprise for the
year, and normalized to 1 million people/hour

BRM

Backbone Railway Network

Operating Profit

the Company's profit from its main activities is equal to the
difference between net revenue [revenue less cost) and expenses for
its main activities (the latter include direct and operating expenses)
or, what is the same, between gross profit and operating expenses.

Passenger Traffic

the indicator reflects the volume of passenger traffic in passenger-
kilometers and is calculated as the product of the number of
passengers on the distance of transportation.

Total length of main lines

the sum of the lengths of all main tracks (first, second, third, etc.).

MEDLA mass media
program of international cooperation between the European Union
TRACECA and partner countries on the organization of the Transpart Corridor
Europe-Caucasus-Asia.
FER Fuel and Energy Resources
. Indicator of reduction of specific consumption of fuel and energy
Energy Capacity resources per unit of production (work).
. The length of railway lines between stations, excluding tracks such
Opesational length as the second mainline, station line, etc.
An analytical indicator that is equal to the amount of profit before
EBITDA deducting interest, tax, depreciation, and amaortization. Also known
asspre-tax profits.
EBITOA margin A measure of a company’s profitability, calculated as the ratio of

EBITDA to revenue.
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Contacts:

National Company Kazakhstan Temir Zholy JSC

010000, Republic of Kazakhstan,
Nur-Sultan city, Kunayev str., bld. 6

www.railways.kz
kense@railways.kz
Help Desk: +7 (7172) 93-01-13

Press Service: +7 (7172) 60-42-81
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