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AO «Ka3axcranckas donmoBas Oupxar»

Hacrosamum AO «KasTpancl'az Aitmaxy (manee - OOGuiecTBO) coobImaer, 4YTo
MexnynaponHoe pefitunrosoe arentctso «Fitch Ratings» npucsonio IIPUOPUTETHBIH
HeobecrieueHHbIH pedTUHr «BBB-» U HalMoOHAIBHbIH TIPUOPUTETHBIN HeoOecneyeHHBIH
peiitunr «AA(kaz)» MexayHapomHelM obnurammsMm O61mecTsa («BBB-»/niporunos
«CraOunbHelii») Ha cyMMy 5 Mipa. TeHre ¢ moramenueM B 2025 r. B paMKax
TIpOrpaMMBI BBIITyCKa CPeJHECPOYHBIX obnurauuii Obmectsa Ha cymmy 30,5 mipx.
TeHre. QUHaNbHBIE DPEHTHHIM TNPHCBOEHBI IOCNE PACCMOTPEHHS OKOHYATETBHOM
MOKYMEHTALlMH 110 OONHMrauusM, KOTopas COOTBETCTBYeT MONyYEHHOM paHee
HH(OpMaIIHH.
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FitchRatings

Fitch Assigns KazTransGas Aimak's Notes Final 'BBB-' Rating

Fitch Ratings-Moscow/London-16 October 2015: Fitch Ratings has assigned JSC KazTransGas
Aimak's (KTGA, BBB-/Stable) KZT5bn notes due in 2025 issued under KTGA's KZT30.5bn medium-
term note programme a senior unsecured 'BBB-' rating and a National senior unsecured 'AA(kaz)’
rating. The final ratings follow a review of the final bond documentation conforming to the information
already received.

The notes issued under KTGA's medium-term note programme may also be denominated in other
currencies. KTGA is using the notes proceeds for general corporate purposes.

KTGA is Kazakhstan's state-owned near-monopoly engaged in domestic natural gas transportation
and distribution. KTGA's ratings are aligned with that of KazTransGas JSC (KTG, BBB-/Stable), its
immediate parent and Kazakhstan's national gas operator, due to strong parent-subsidiary linkage,
eg, financial guarantees that KTG provided for a portion of KTGA's debt, cash equity injections,
operational interdependence and a common planning and budgeting process.

We rate KTG one notch below JSC National Company KazMunayGas (NC KMG, BBB/Stable), its
ultimate shareholder (see "Fitch Affirms KazTransGas and Subsidiaries at 'BBB-'; Outlook Stable"
dated 21 April 2015).

KEY RATING DRIVERS

Near-Monopoly in Domestic Gas

KTGA, a 100% subsidiary of KTG, operates natural gas distribution and supply network in 10 out of
11 Kazakh regions that receive pipeline gas, serving households and industrial consumers. KTGA
expects that the gas distribution network in the Almaty region may be merged with the company later
this year, pending relevant approvals. In 2014, KTGA supplied 10.3 billion cubic meters (bcm) of
natural gas, or 90% of Kazakhstan's domestic consumption. Its revenue reached KZT140bn
(USD782m) in 2014, up from KZT108bn in 2013, while Fitch-adjusted EBITDA was KZT8.7bn in
2014, up from KZT6.4bn in 2013.

Full Ratings Alignment

We align KTGA's ratings with those of KTG, as per Fitch's Parent and Subsidiary Rating Linkage. This
reflects our assessment of strong operational and strategic, but moderate legal ties between them.
As Kazakhstan's national gas operator, KTG maintains and develops the country's domestic and
transit gas pipelines and sells natural gas domestically and for export. KTGA is responsible for KTG's
domestic operations including domestic gas transportation and sales of marketable natural gas.

https://iwww fitchratings.com/siteffitch-home/pressrelease?id=992431 1/4
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Regulated Tariffs

The company's profitability is driven by cost-plus domestic tariffs and regulated gas prices set by
Kazakhstan's Committee for Regulation of Natural Monopolies (CRNM) of the Ministry of National
Economy. Historically, gas prices have been sufficient for KTGA to maintain adequate profits and
finance its capex. We believe that in an event of a prolonged economic recession, CRNM may face
pressure to limit further tariff increases, which could force the company to raise its leverage beyond
our expectations.

Capex Drives Leverage Up

KTGA's ongoing KZT56bn capex programme in 2015-2016 will be partially debt-funded. We expect
the company's funds from operations (FFO) adjusted gross leverage to peak at above 9x in 2015
(end-2014 - 4x) and then gradually decline to about 4x by 2017-2018 on improved FFO generation
and debt repayments. The capex programme aims at modernisation and extension of the existing
gas distribution network, and will have a moderately positive effect on the company's EBITDA through
higher transportation and sales volumes and smaller gas losses.

KEY ASSUMPTIONS

- Moderate growth in gas sales and gas transportation volumes.
- Gas sales and purchase prices increasing 2% in 2016-2019.

- Zero dividend pay-out.

- 2015-2019 total capex of around KZT70bn.

RATING SENSITIVITIES

Future developments that may, individually or collectively, lead to positive rating action include:

- Positive rating action on KTG.

- Positive changes in Kazakhstan's regulatory environment eg, long-term tariffs linked to the asset
base.

Future developments that may, individually or collectively, lead to negative rating action include:

- Negative rating action on KTG.

- Weakening ties between KTGA and KTG, eg, if KTG fails to make equity injections into KTGA in the
future.

- KTGA's leverage above 6x on a sustained basis, eg, due to an capex increase without a
corresponding increase in equity contribution from KTG / the state, or due to lower-than-expected
tariffs.

LIQUIDITY

At 30 June 2015, KTGA's short-term debt amounted to nearly KZT2.5bn and was covered by cash
and short-term bank deposits of KZT8.2bn. The company's liquidity was supported by undrawn credit
lines of nearly KZT45bn at end-August 2015. The company keeps a significant portion of cash and
deposits with Kazakh banks rated by Fitch in the mid-to-low 'B' category or are unrated. Fitch recently
said that the 15 August devaluation of the tenge is likely to affect both the asset quality and capital
ratios of Kazakh banks (see "Devaluation Likely to Hurt Kazakh Banks' Asset Quality" dated 20
August 2015 for more details).

https:/iwvww fitchratings.com/siteffitch-home/pressrelease?id=992431
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KTGA's debt includes loans from Development Bank of Kazakhstan (DBK, BBB/Stable) for KZT19bn,
guaranteed by KTG, and a KZT8.5bn domestic bond. We expect KTGA's gross debt to more than
double after the proposed notes are issued and the amount of KTGA's guaranteed debt to decline to
around 35% at end-2015 from about 70% at end-March 2015.

Contact:

Principal Analyst
Slava Demchenko
Analyst

+7 495 956 9901

Supervisory Analyst
Maxim Edelson
Senior Director

+7 495 956 9901
Fitch Ratings Moscow
Valovaya Street, 26
Moscow 115054

Committee Chairperson
Alex Griffiths

Managing Director

+44 20 3530 1709

Media Relations: Peter Fitzpatrick, London, Tel: +44 20 3530 1103, Email:
peter.fitzpatrick@fitchratings.com.

Date of Relevant Rating Committee: 21 September 2015.

Additional information is available on www.fitchratings.com. For regulatory purposes in various
jurisdictions, the supervisory analyst named above is deemed to be the primary analyst for this
issuer; the principal analyst is deemed to be the secondary.

Applicable Criteria

Corporate Rating Methodology - Including Short-Term Ratings and Parent and Subsidiary Linkage
(pub. 17 Aug 2015) (https://www fitchratings.com/creditdesk/reports/report_frame.cfm?
rpt_id=869362)

Additional Disclosures

Solicitation Status (https://www.fitchratings.com/gws/en/disclosure/solicitation?pr_id=992431)
Endorsement Policy (https://www. fitchratings.com/jsp/creditdesk/PolicyRegulation.faces?
context=2&detail=31)
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ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS.
PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:
HTTP://FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS
(http:/ffitchratings.com/understandingcreditratings). IN ADDITION, RATING DEFINITIONS AND THE
TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE
"WWW.FITCHRATINGS.COM'. PUBLISHED RATINGS, CRITERIA AND METHODOLOGIES ARE
AVAILABLE FROM THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY,
CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE AND OTHER RELEVANT
POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE 'CODE OF CONDUCT' SECTION
OF THIS SITE. FITCH MAY HAVE PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED
ENTITY OR ITS RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR RATINGS FOR
WHICH THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY CAN BE FOUND ON THE
ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.

ENDORSEMENT POLICY - Fitch's approach to ratings endorsement so that ratings produced outside
the EU may be used by regulated entities within the EU for regulatory purposes, pursuant to the
terms of the EU Regulation with respect to credit rating agencies, can be found on the EU Regulatory
Disclosures (https://www.fitchratings.com/regulatory) page. The endorsement status of all
International ratings is provided within the entity summary page for each rated entity and in the
transaction detail pages for all structured finance transactions on the Fitch website. These
disclosures are updated on a daily basis.
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