Unrestricted Global Note

ISIN: XS1713475132 Common Code: 171347513

THE NOTES REPRESENTED BY THIS CERTIFICATE HAVE NOT BEEN REGISTERED
UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”)
AND MAY NOT BE OFFERED AND SOLD WITHIN THE UNITED STATES OR TO, OR FOR
THE ACCOUNT OR BENEFIT OF, U.S. PERSONS (1) AS PART OF THEIR DISTRIBUTION AT
ANY TIME OR (Il) OTHERWISE UNTIL 40 DAYS AFTER THE LATER OF THE
COMMENCEMENT OF THE OFFERING AND THE CLOSING DATE, EXCEPT IN EITHER
CASE IN ACCORDANCE WITH REGULATION S UNDER THE SECURITIES ACT. TERMS
USED ABOVE HAVE THE MEANINGS GIVEN TO THEM BY REGULATION S.

Joint Stock Company “National Company “Kazakhstan Temir Zholy”
(A joint stock company incorporated in the Republic of Kazakhstan)
(the “Issuer™)

U.S.$780,000,000 4.850% Guaranteed Notes due 2027

guaranteed by
Joint Stock Company “Kaztemirtrans” and Joint Stock Company “KZT
Freight-transportation”
(Each a joint stock company incorporated in the Republic of Kazakhstan)
(the “Guarantors” and each, a “Guarantor”)

Unrestricted Global Note

1.

Introduction

This Unrestricted Global Note is issued in respect of the U.S.$780,000,00 4.850% Guaranteed
Notes due 2027 (the “Notes”) of the Issuer. The Notes are constituted by, are subject to, and
have the benefit of, a trust deed dated 17 November 2017 (as amended or supplemented from
time-to-time, the “Trust Deed”) among the Issuer, the Guarantors and BNY Mellon
Corporate Trustee Services Limited, as trustee (the “Trustee”, which expression includes all
persons for the time being appointed trustee or trustees under the Trust Deed) and are the
subject of an agency agreement dated 17 November 2017 (as amended or supplemented from
time-to-time, the “Agency Agreement”) and made among the Issuer, the Guarantor, The
Bank of New York Mellon SA/NV, Luxembourg Branch, as registrar and transfer agent (the
“Registrar and Transfer Agent”, which expression includes any successor registrar and
transfer agent appointed from time-to-time in connection with the Notes), The Bank of New
York Mellon, London Branch, as principal paying agent (the “Principal Paying Agent”), the
other paying agents named therein and the Trustee.

References to Conditions

Any reference herein to the “Conditions” is to the terms and conditions of the Notes attached
as Schedule 4 (Terms and Conditions of the Notes) to the Trust Deed as modified from
time-to-time in accordance with the Trust Deed and any reference to a numbered “Condition”
is to the correspondingly numbered provision thereof.

Registered Holder

This is to certify that The Bank of New York Depository (Nominees) Limited is, at the date
hereof, entered in the register maintained by the Registrar and Transfer Agent in relation to
the Notes (the “Register”) as the duly registered holder (the “Holder”) of U.S.$574,045,000
(five hundred and seventy four million and forty five thousand United States Dollars) in
aggregate principal amount of Notes or such other amount as is shown on the register of



Noteholders as being represented by this Global Note and is duly endorsed (for information
purposes only) in the third column of Schedule A to this Global Note.

Promise to Pay

The Issuer, for value received, hereby promises to pay such principal sum to the Holder on 17
November 2027 (or on such earlier date or dates as the same may become payable in
accordance with the Conditions), and to pay interest on such principal sum in arrear on the
dates and at the rates specified in the Conditions, together with any additional amounts
payable in accordance with the Conditions, all subject to and in accordance with the
Conditions.

Transfers

Transfers of interests in the Notes represented by this Unrestricted Global Note for interests in
the Restricted Global Note shall be made in accordance with the Agency Agreement and in
accordance with the operating procedures of the relevant clearing system and any such
transfers may only be made upon presentation of a certificate as provided in the Agency
Agreement.

Exchange for Definitive Note Certificates

This Unrestricted Global Note shall be exchanged in whole (but not in part) free of charge to
the Holder for duly authenticated and completed Definitive Note Certificates (“Definitive
Note Certificates”) in substantially the form (subject to completion) set out in the Schedule 1
(Form of Definitive Note Certificate) to the Trust Deed if any of the following events occurs:

€)] Euroclear and/or Clearstream, Luxembourg is closed for business for a continuous
period of 14 days (other than by reason of legal holidays) or announces an intention
permanently to cease business or does in fact do so; or

(b) an Event of Default (as defined and set out in Condition 13 (Events of Default) of the
Notes) occurs.

Such exchange shall be effected in accordance with paragraph 7 (Delivery of
Definitive Note Certificates). The Issuer shall notify the Holder of the occurrence of
any of the events specified in (a) and (b) as soon as practicable thereafter.

Delivery of Definitive Note Certificates

Whenever this Unrestricted Global Note is to be exchanged for Definitive Note Certificates,
such Definitive Note Certificates shall be issued in an aggregate principal amount equal to the
principal amount of this Unrestricted Global Note within five business days of the delivery,
by or on behalf of the Holder, Euroclear and/or Clearstream, Luxembourg, to the Registrar
and Transfer Agent of such information as is required to complete and deliver such Definitive
Note Certificates (including, without limitation, the names and addresses of the persons in
whose names the Definitive Note Certificates are to be registered and the principal amount of
each such person’s holding) against the surrender of this Unrestricted Global Note at the
Specified Office (as defined in the Agency Agreement) of the Registrar and Transfer Agent.
Such exchange shall be effected in accordance with the provisions of the Agency Agreement
and the regulations concerning the transfer and registration of Notes scheduled thereto and, in
particular, shall be effected without charge to any Holder or the Trustee, but against such
indemnity as the Registrar and Transfer Agent may require in respect of any tax or other duty
of whatsoever nature which may be levied or imposed in connection with such exchange. In
this paragraph, “business day” means a day on which commercial banks are open for
business (including dealings in foreign currencies) in the city in which the Registrar and
Transfer Agent has its Specified Office.



10.

11.

12.

13.

14.

Conditions Apply

Save as otherwise provided herein, the Holder of this Unrestricted Global Note shall have the
benefit of, and be subject to, the Conditions and, for the purposes of this Unrestricted Global
Note, any reference in the Conditions to “Note Certificate” or “Note Certificates” shall,
except where the context otherwise requires, be construed so as to include this Unrestricted
Global Note.

Notices

Notwithstanding Condition 17 (Notices), so long as this Unrestricted Global Note is held on
behalf of Euroclear and/or Clearstream, Luxembourg or any other clearing system (an
“Alternative Clearing System”), notices to Holders of Notes represented by this
Unrestricted Global Note (“Noteholders”) may be given by delivery of the relevant notice to
Euroclear and/or Clearstream, Luxembourg or (as the case may be) such Alternative Clearing
System; provided, however, that, so long as the Notes are admitted to trading on the Stock
Exchange, notices will also be published in accordance with the rules of the Stock Exchange.

Meetings

The Holder shall be treated as two persons for the purpose of any quorum requirements of a
meeting of Noteholders and, at any such meeting of Noteholders as having one vote in respect
of each U.S.$1,000 principal amount of Notes for which this Unrestricted Global Note may be
exchanged.

Contracts (Rights of Third Parties) Act 1999

No rights are conferred on any person under the Contracts (Rights of Third Parties) Act 1999
to enforce any term of this Unrestricted Global Note but this does not affect any right or
remedy of a third party which exists or is available apart from that Act.

Payment

Payments of principal and interest in respect of Notes represented by this Unrestricted Global
Note shall be made to the person shown as the Noteholder in the Register at the close of
business on the Clearing System Business Day before the due date for payment, where
“Clearing System Business Day” means a day on which each clearing system for which this
Unrestricted Global Note is being held is open for business, and shall be made against
presentation for endorsement and if no further payment falls to be made in respect of the
Notes, surrender of the Unrestricted Global Note to or to the order of The Bank of New York
Mellon SA/NV, Luxembourg Branch.

Put Option

No drawing of Notes will be required under Condition 10(e) (Redemption at the Option of
Noteholders (Change of Control)) in the event that a Noteholder exercises a put option
provided by such Condition while the Notes are represented by a Global Note in respect of
less than the aggregate principal amount of Notes outstanding. In such event, the partial
redemption will be effected in accordance with the rules and procedures of Euroclear and
Clearstream, Luxembourg (to be reflected in the records of Euroclear and Clearstream,
Luxembourg as either a pool factor or a reduction in nominal amount, at their discretion).

Determination of Entitlement

This Unrestricted Global Note is evidence of entitlement only and is not a document of title.
Entitlements are determined by the Register and only the Holder is entitled to payment in
respect of this Unrestricted Global Note.
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17.
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19.

Trustee Powers

In considering the interests of Noteholders while this Unrestricted Global Note is held on
behalf of one or more clearing systems, the Trustee may have regard to any information
provided to it by such clearing system or its operator or any accountholders as to the identity
(either individually or by category) of any persons beneficially entitled to this Unrestricted
Global Note and may consider such interests as if such persons were the holders of this
Unrestricted Global Note.

Prescription

This Unrestricted Global Note shall become void unless it is presented for payment within a
period of ten years (in the case of principal) and five years (in the case of interest) from the
appropriate Relevant Date (as defined in Condition 12 (Taxation)).

Purchase and Cancellation

Cancellation of any Note required by the Conditions to be cancelled following its purchase
shall be effected by reduction in the principal amount of this Unrestricted Global Note.

Authentication

This Unrestricted Global Note shall not be valid for any purpose until it has been
authenticated by or on behalf of the Registrar and Transfer Agent.

Governing Law

This Unrestricted Global Note and any non-contractual obligations arising out of it, or in
connection with it, are governed by, and shall be construed in accordance with, English law.

As Witness the manual or facsimile signature of a duly authorised person on behalf of the Issuer.



Joint Stock Company National Company
“Kazakhstan Temir Zholy”

Issued on 17 November 2017

Authenticated by or on behalf of

The Bank of New York Mellon SA/NV,

Luxembourg Branch without liability,
warranty or recourse

(duly authorised)



Schedule A

Schedule of Increase or Reduction in Principal Amount of the Notes
Represented by this Unrestricted Global Note

The following increases or reductions in the principal amount of the Notes represented by this
Unrestricted Global Note have been made as a result of (i) redemption or purchase and cancellation of
Notes or (ii) transfer of Notes (including transfers of interests between the Global Notes):

Amount of increase or Principal Amount of Notes
decrease in principal Represented by this
Date of Redemption/ amount of Notes Unrestricted Global Note Notation made by or on
Purchase and cancellation represented by this following such increase or  behalf of the Registrar and
(stating which) Unrestricted Global Note decrease Transfer Agent




Restricted Global Note

ISIN: US48669DAA00 Common Code: 111730954

NEITHER THIS NOTE NOR THE GUARANTEE HAS BEEN OR WILL BE REGISTERED
UNDER, AND EACH WAS ORIGINALLY ISSUED OR MADE IN A TRANSACTION EXEMPT
FROM REGISTRATION UNDER, THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE
“SECURITIES ACT”), AND THE NOTES MAY NOT BE OFFERED, SOLD, PLEDGED OR
OTHERWISE TRANSFERRED IN THE ABSENCE OF SUCH REGISTRATION OR AN
APPLICABLE EXEMPTION THEREFROM. THE HOLDER OF THIS NOTE BY ITS
ACCEPTANCE HEREOF REPRESENTS AND AGREES, FOR THE BENEFIT OF THE ISSUER
AND THE GUARANTORS, THAT (A) THIS NOTE (AND ANY INTEREST HEREIN) MAY BE
RESOLD, PLEDGED OR OTHERWISE TRANSFERRED ONLY (1) TO THE ISSUER OR THE
GUARANTORS, (2) TO A PERSON WHOM THE SELLER REASONABLY BELIEVES IS A
QUALIFIED INSTITUTIONAL BUYER (AS DEFINED IN RULE 144A UNDER THE
SECURITIES ACT) IN A TRANSACTION MEETING THE REQUIREMENTS OF RULE 144A,
(3) IN AN OFFSHORE TRANSACTION MEETING THE REQUIREMENTS OF RULE 903 OR
904 OF REGULATION'S UNDER THE SECURITIES ACT OR (4) PURSUANT TO AN
EXEMPTION FROM THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT
PROVIDED BY RULE 144 THEREUNDER, IF AVAILABLE, AND IN EACH OF SUCH CASES
IN ACCORDANCE WITH ANY APPLICABLE SECURITIES LAWS OF ANY STATE OF THE
UNITED STATES OR ANY OTHER JURISDICTION, AND THAT (B) THE HOLDER WILL,
AND EACH SUBSEQUENT HOLDER IS REQUIRED TO, NOTIFY ANY PURCHASER OF THIS
NOTE (OR INTEREST HEREIN) FROM IT OF THE TRANSFER RESTRICTIONS REFERRED
TO IN (A) ABOVE.

THIS NOTE AND ALL RELATED DOCUMENTATION MAY BE AMENDED OR
SUPPLEMENTED FROM TIME-TO-TIME TO MODIFY THE RESTRICTIONS ON AND
PROCEDURES FOR RESALES AND OTHER TRANSFERS OF THIS NOTE TO REFLECT ANY
CHANGE IN APPLICABLE LAW OR REGULATION (OR THE INTERPRETATION THEREOF)
OR IN PRACTICES RELATING TO THE RESALE OR TRANSFERS OF RESTRICTED
SECURITIES GENERALLY. BY THE ACCEPTANCE OF THIS NOTE, THE HOLDER HEREOF
SHALL BE DEEMED TO HAVE AGREED TO ANY SUCH AMENDMENT OR SUPPLEMENT.

Joint Stock Company “National Company “Kazakhstan Temir Zholy”
(A joint stock company incorporated in the Republic of Kazakhstan)
(the “Issuer™)

U.S.$780,000,000 4.850% Guaranteed Notes due 2027

guaranteed by
Joint Stock Company “Kaztemirtrans” and Joint Stock Company “KZT
Freight-transportation”
(Each a joint stock company incorporated in the Republic of Kazakhstan)
(the “Guarantors” and each, a “Guarantor”)

Restricted Global Note
1. Introduction

This Restricted Global Note is issued in respect of the U.S.$780,000,000 4.850% Guaranteed
Notes due 2027 (the “Notes”) of the Issuer. The Notes are constituted by, are subject to, and
have the benefit of, a trust deed dated 17 November 2017 (as amended or supplemented from
time-to-time, the “Trust Deed”) among the lIssuer, the Guarantors and BNY Mellon
Corporate Trustee Services Limited, as trustee (the “Trustee”, which expression includes all
persons for the time being appointed trustee or trustees under the Trust Deed) and are the
subject of an agency agreement dated 17 November 2017 (as amended or supplemented from



time-to-time, the “Agency Agreement”) and made among the Issuer, the Guarantor, The
Bank of New York Mellon SA/NV, Luxembourg Branch, as registrar and transfer agent (the
“Registrar and Transfer Agent”, which expression includes any successor registrar and
transfer agent appointed from time-to-time in connection with the Notes), The Bank of New
York Mellon, London Branch, as principal paying agent (the “Principal Paying Agent”), the
other paying agents named therein and the Trustee.

References to Conditions

Any reference herein to the “Conditions” is to the terms and conditions of the Notes attached
as Schedule 4 (Terms and Conditions of the Notes) to the Trust Deed as modified from
time-to-time in accordance with the Trust Deed and any reference to a numbered “Condition”
is to the correspondingly numbered provision thereof.

Registered Holder

This is to certify that Cede & Co., as nominee for The Depository Trust Company (“DTC”)
is, at the date hereof, entered in the register maintained by the Registrar and Transfer Agent in
relation to the Notes (the “Register”) as the duly registered holder (the “Holder”) of
U.S.$205,955,000 (two hundred and five million nine hundred and fifty five thousand
United States Dollars) in aggregate principal amount of Notes or such other amount as is
shown on the register of Noteholders as being represented by this Global Note and is duly
endorsed (for information purposes only) in the third column of Schedule A to this Global
Note.

Promise to Pay

The Issuer, for value received, hereby promises to pay such principal sum to the Holder on 17
November 2027 (or on such earlier date or dates as the same may become payable in
accordance with the Conditions), and to pay interest on such principal sum in arrear on the
dates and at the rates specified in the Conditions, together with any additional amounts
payable in accordance with the Conditions, all subject to and in accordance with the
Conditions.

Transfers

Transfers of interests in the Notes represented by this Restricted Global Note for interests in
the Unrestricted Global Note shall be made in accordance with the Agency Agreement and in
accordance with the operating procedures of the relevant clearing system and any such
transfers may only be made upon presentation of a certificate as provided in the Agency
Agreement.

Exchange for Definitive Note Certificates

This Restricted Global Note shall be exchanged in whole (but not in part) free of charge to the
Holder for duly authenticated and completed Definitive Note Certificates (“Definitive Note
Certificates”) in substantially the form (subject to completion) set out in Schedule 1 (Form of
Definitive Note Certificate) to the Trust Deed if any of the following events occurs:

€)] DTC notifies the Issuer or the Guarantors that it is no longer willing or able to
discharge properly its responsibilities as depositary with respect to the Restricted
Global Note, or ceases to be a “clearing agency” registered under the U.S. Securities
Exchange Act of 1934, as amended, or is at any time no longer eligible to act as such
and the Issuer is or the Guarantors are unable to locate a qualified successor within
90 days of receiving notice of such ineligibility on the part of DTC (or, as the case
may be, such other clearing system); or



10.

11.

(b) an Event of Default (as defined and set out in Condition 13 (Events of Default) of the
Notes) occurs.

Such exchange shall be effected in accordance with paragraph 7 (Delivery of Definitive Note
Certificates). The Issuer shall notify the Holder of the occurrence of any of the events
specified in (a) and Error! Reference source not found. as soon as practicable thereafter.

Delivery of Definitive Note Certificates

Whenever this Restricted Global Note is to be exchanged for Definitive Note Certificates,
such Definitive Note Certificates shall be issued in an aggregate principal amount equal to the
principal amount of this Restricted Global Note within five business days of the delivery, by
or on behalf of the Holder, DTC, Euroclear and/or Clearstream, Luxembourg, to the Registrar
and Transfer Agent of such information as is required to complete and deliver such Definitive
Note Certificates (including, without limitation, the names and addresses of the persons in
whose names the Definitive Note Certificates are to be registered and the principal amount of
each such person’s holding) against the surrender of this Restricted Global Note at the
Specified Office (as defined in the Agency Agreement) of the Registrar and Transfer Agent.
Such exchange shall be effected in accordance with the provisions of the Agency Agreement
and the regulations concerning the transfer and registration of Notes scheduled thereto and, in
particular, shall be effected without charge to any Holder or the Trustee, but against such
indemnity as the Registrar and Transfer Agent may require in respect of any tax or other duty
of whatsoever nature which may be levied or imposed in connection with such exchange. In
this paragraph, “business day” means a day on which commercial banks are open for
business (including dealings in foreign currencies) in the city in which the Registrar and
Transfer Agent has its Specified Office.

Conditions Apply

Save as otherwise provided herein, the Holder of this Restricted Global Note shall have the
benefit of, and be subject to, the Conditions and, for the purposes of this Restricted Global
Note, any reference in the Conditions to “Note Certificate” or “Note Certificates” shall,
except where the context otherwise requires, be construed so as to include this Restricted
Global Note.

Notices

Notwithstanding Condition Error! Reference source not found. (Notices), so long as this
Restricted Global Note is held on behalf of DTC or any other clearing system (an
“Alternative Clearing System”), notices to Holders of Notes represented by this Restricted
Global Note (“Noteholders”) may be given by delivery of the relevant notice to DTC or (as
the case may be) such Alternative Clearing System; provided, however, that, so long as the
Notes are admitted to trading on the Stock Exchange, notices will also be published in
accordance with the rules of the Stock Exchange.

Meetings

The Holder shall be treated as two persons for the purpose of any quorum requirements of a
meeting of Noteholders and, at any such meeting of Noteholders as having one vote in respect
of each U.S.$1,000 principal amount of Notes for which this Restricted Global Note may be
exchanged.

Contracts (Rights of Third Parties) Act 1999

No rights are conferred on any person under the Contracts (Rights of Third Parties) Act 1999
to enforce any term of this Restricted Global Note but this does not affect any right or remedy
of a third party which exists or is available apart from that Act.



12.

13.
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17.

18.

19.

Payment

Payments of principal and interest in respect of Notes represented by this Restricted Global
Note shall be made to the person shown as the Noteholder in the Register at the close of
business on the Clearing System Business Day before the due date for payment, where
“Clearing System Business Day” means a day on which each clearing system for which this
Restricted Global Note is being held is open for business, and shall be made against
presentation for endorsement and if no further payment falls to be made in respect of the
Notes, surrender of the Restricted Global Note to or to the order of The Bank of New York
Mellon SA/NV, Luxembourg Branch.

Put Option

No drawing of Notes will be required under Condition 10(e) (Redemption at the Option of
Noteholders (Change of Control)) in the event that a Noteholder exercises a put option
provided by such Condition while the Notes are represented by a Global Note in respect of
less than the aggregate principal amount of Notes outstanding. In such event, the partial
redemption will be effected in accordance with the rules and procedures of Euroclear and
Clearstream, Luxembourg (to be reflected in the records of Euroclear and Clearstream,
Luxembourg as either a pool factor or a reduction in nominal amount, at their discretion).

Determination of Entitlement

This Restricted Global Note is evidence of entitlement only and is not a document of title.
Entitlements are determined by the Register and only the Holder is entitled to payment in
respect of this Restricted Global Note.

Trustee Powers

In considering the interests of Noteholders while this Restricted Global Note is held on behalf
of one or more clearing systems, the Trustee may have regard to any information provided to
it by such clearing system or its operator or any accountholders as to the identity (either
individually or by category) of any persons beneficially entitled to this Restricted Global Note
and may consider such interests as if such persons were the holders of this Restricted Global
Note.

Prescription

This Restricted Global Note shall become void unless it is presented for payment within a
period of ten years (in the case of principal) and five years (in the case of interest) from the
appropriate Relevant Date (as defined in Condition 12 (Taxation)).

Purchase and Cancellation

Cancellation of any Note required by the Conditions to be cancelled following its purchase
shall be effected by reduction in the principal amount of this Restricted Global Note.

Authentication

This Restricted Global Note shall not be valid for any purpose until it has been authenticated
by and on behalf of the Registrar and Transfer Agent.

Governing Law

This Restricted Global Note and any non-contractual obligations arising out of it, or in
connection with it, are governed by, and shall be construed in accordance with, English law.

As Witness the manual or facsimile signature of a duly authorised person on behalf of the Issuer.



Joint Stock Company National Company
“Kazakhstan Temir Zholy”

Issued on 17 November 2017

Authenticated by or on behalf of

The Bank of New York Mellon SA/NV,

Luxembourg Branch without liability,
warranty or recourse

(du]y authorised)

By:
(duly authorised)



Schedule A

Schedule of Increase or Reduction in Principal Amount of
the Notes Represented by this Restricted Global Note

The following increases or reductions in the principal amount of the Notes represented by this
Restricted Global Note have been made as a result of (i) redemption or purchase and cancellation of
Notes or (ii) transfer of Notes (including transfers of interests between the Global Notes):

Amount of increase or Principal Amount of Notes
Date of Transfer/ decrease in principal Represented by this
Redemption/ Purchase and amount of Notes Restricted Global Note Notation made by or on
cancellation represented by this following such increase or  behalf of the Registrar and
(stating which) Restricted Global Note decrease Transfer Agent




Pricing Term Sheet

NOT FOR RELEASE, PUBLICATION OR DISTRIBUTION IN OR INTO AUSTRALIA,
CANADA, JAPAN OR THE UNITED STATES

ISSUBK . .t Joint  Stock Company “National Company
“Kazakhstan Temir Zholy”

GUAIANTONS: ... s Joint Stock Company “Kaztemirtrans” and Joint
Stock Company “KTZ-Freight transportation”

SECUNILY: .o U.S.$780,000,000 4.850% Guaranteed Notes due
2027 (the “Notes”)

NOtes Rating:......cccovveviiriiie e Moody’s: Baa3

Fitch: BBB-

ISSUE SIZE: ... U.S.$780,000,000
ISSUE PFICE: ..ot 100.393%

ISSUE Date: ... 17 November 2017
Final Redemption Date:..........cccccovvevieviieeviesnnnne, 17 November 2027
COUPON: ..t 4.850%

Estimated Net Proceeds (before deduction of U.S.$783,000,000
underwriter fees and expenses in connection

with the transaction) ..........cccecevevieieveneeie e,

Pricing Benchmark: .........c.ccccooeviiiiiiiic e, UST 2.250% due November 2027

Benchmark Treasury Yield: ..., 2.397

Spread to Benchmark: ... 240.3 bps

Yield to Maturity: ..o, 4.800%

Redemption: ... At principal amount on the Final Redemption Date

Interest Payable: ... Semi-annually in arrear on 17 May and 17
November in each year beginning on 17 May 2018

SEALUS: oot Rule 144A / Regulation S

Expected Listing and Admission to Trading: ..... The official list of the Irish Stock Exchange and to
trading on its Global Exchange Market and the
official list of the KASE and admission to trading
on the KASE

GOVErniNg LaW: ......cccceeeiiieieicieeeeeece e English law

DenomiNatioNS: .......cocuvirireniieeeee e U.S.$200,000 and integral multiples of U.S.$1,000
in excess thereof

Form of NOtES: ....oooviie e Registered

Use Of ProCeeds: ........ccovvvveniiiieeieese e Net proceeds will be used to fund the purchase of

any or all of the Existing Notes, tendered and
accepted for purchase in the Tender Offer and the
redemption of Existing Notes remaining
outstanding after the Tender Offer upon the



approval of the Mandatory Early Redemption, as
well as the payment of any early consent fees in
connection therewith, all pursuant to the Tender
Offer and Consent Solicitation Memorandum

Selling ReStriCtions: ..........ccoevveieieinicse e United States, United Kingdom, Republic of
Kazakhstan
CUSIP /ISIN/ Common Code:........ccoeveverernennne. Regulation S:  Common Code: 171347513

ISIN: XS1713475132
Rule 144A: Common Code: 111730954

ISIN: US48669DAA00

CUSIP: 48669DAA0

Registrar and Transfer Agent:.........ccccccooevvnnnnne. The Bank of New York Mellon SA/NV,
Luxembourg Branch

Joint Global Coordinators...........cccccceevvvninicnene. J.P. Morgan Securities plc and Renaissance
Securities (Cyprus) Limited

Joint BOOKIUNNENS:.......cccovciiiieeccecee e J.P. Morgan Securities plc, JSC Halyk Finance,
MUFG Securities EMEA plc and Renaissance
Securities (Cyprus) Limited

Joint Stock Company “National Company “Kazakhstan Temir Zholy” (the “Issuer”) has
prepared a preliminary offering memorandum, dated 27 October 2017 (the “Preliminary
Offering Memorandum”), to which reference is made. This pricing term sheet is qualified in its
entirety by reference to the Preliminary Offering Memorandum. Capitalised terms used herein
but not otherwise defined have the meanings set out Preliminary Offering Memorandum.

This announcement is an advertisement and is not a listing particulars for the purpose of the
Global Exchange Market Listing and Admission to Trading Rules of the Irish Stock Exchange, as
amended from time to time, and investors should not subscribe for any securities referred to in
this announcement or the Preliminary Offering Memorandum, except on the basis of the Final
Offering Memorandum, which is intended to be published by the Issuer in due course in
connection with the expected admission of the Notes to the official list of the Irish Stock Exchange
and the Kazakhstan Stock Exchange.

*kkk*k

The disclosure included on pages 207 and 208 of the Preliminary Offering Memorandum under
the captions “Taxation—U.S. Taxation—Interest” and “Taxation—U.S. Taxation—Sale,
exchange or retirement of Notes” is replaced in its entirety with the following disclosure:

“Interest

Subject to the discussion below regarding Notes purchased at a premium, “qualified stated
interest” paid on a Note (including any additional amounts with respect thereto as described
under “Terms and Conditions of the Notes - Taxation™) will be taxable to a U.S. holder as ordinary
income at the time it is accrued or received in accordance with the U.S. holder's method of
accounting for U.S. federal income tax purposes. The term “qualified stated interest” means
stated interest that is unconditionally payable in cash or in property (other than debt instruments
of the Issuer) at least annually at a single fixed rate or, subject to certain conditions, at a variable
rate (including a rate based on one or more interest indices). Stated interest on the Notes will be
treated as qualified stated interest.



Interest income earned by a U.S. holder with respect to a Note will constitute income from
sources without the United States for U.S. federal income tax purposes, which may be relevant in
calculating the U.S. holder's foreign tax credit limitation. Kazakh income taxes withheld from
interest payments on a Note, if any, may be eligible for credit against the U.S. holder’s U.S.
federal income tax liability or, at the election of the U.S. holder, for deduction in computing the
U.S. holder’s taxable income. The U.S. federal income tax rules relating to foreign tax credits and
limitations thereof are complex and may vary depending on the facts and circumstances of each
U.S. holder. Accordingly, U.S. holders are urged to consult their own tax advisors regarding the
availability of U.S. foreign tax credits for Kazakh tax withheld under in their particular
circumstances.

The Notes may be issued at a “premium” for U.S. federal income tax purposes. A U.S. holder
that purchases a Note for an amount in excess of the sum of all amounts payable on the Note after
the purchase date other than qualified stated interest will be considered to have purchased the
Note at a “premium.” A U.S. holder generally may elect to amortize the premium over the
remaining term of the Note on a constant yield method as an offset to qualified stated interest
when includible in income under the U.S. holder’s regular accounting method. A U.S. holder who
elects to amortize bond premium must reduce such holder’s tax basis in the Note by the amount
of the premium used to offset qualified stated interest income. An election to amortize bond
premium applies to all taxable debt obligations then owned and thereafter acquired by such
holder and may be revoked only with the consent of the Internal Revenue Service (“IRS”).
Premium on a Note held by a U.S. holder that does not make such an election will decrease the
gain or increase the loss otherwise recognized on disposition of the Note.

Sale, exchange or retirement of Notes

Upon the sale, exchange or retirement of a Note, a U.S. holder generally will recognise taxable
gain or loss equal to the difference, if any, between the amount realised on the sale, exchange or
retirement and the U.S. holders’ adjusted tax basis in the Note. A U.S. holder’s adjusted tax basis
in a Note generally will equal the acquisition cost of the Note, decreased by (i) the amount of any
payment received from the Issuer on the Note other than a payment of qualified stated interest
and (ii) the amount of any amortizable bond premium applied to reduce interest on the Note. The
amount realised will not include any amount attributable to accrued but unpaid stated interest,
which will be taxed as described above in “—Interest”. Any gain or loss recognised on the sale,
exchange or retirement of a Note will be capital gain or loss and will be long-term capital gain or
loss if the Note was held by the U.S. holder for more than one year at the time of the sale,
exchange or retirement. The deductibility of capital losses is subject to limitations.

If Kazakh tax is withheld on the sale, exchange or retirement of a Note, the amount realized by a
U.S. holder will include the gross amount of the proceeds of that sale, exchange or retirement
before deduction of the Kazakh tax withheld. Gain or loss realized by a U.S. holder on the sale,
exchange or retirement of the Notes generally will be treated as U.S. source for foreign tax credit
purposes. Consequently, in the case of a gain from the disposition of a Note that is subject to
Kazakh tax, the U.S. holder may not be able to benefit from the foreign tax credit for that Kazakh
tax (i.e., because the gain from the disposition would be U.S. source), unless the U.S. holder can
apply the credit against U.S. federal income tax payable on other income from sources without
the United States. Alternatively, the U.S. Holder may take a deduction for the Kazakh tax,
provided that the U.S. holder elects to deduct all foreign taxes paid or accrued for the taxable
year. The rules relating to foreign tax credits or deducting foreign taxes are extremely complex,
and U.S. holders are urged to consult their own tax advisors regarding the availability and
advisability of claiming a foreign tax credit or deduction with respect to Kazakh taxes imposed
upon the sale, exchange or retirement of Notes, if any.”

*kkkk
The Notes have not been and will not be, registered under the U.S. Securities Act of 1933, as

amended (the “Securities Act”), or the securities laws of any state of the United States or other
jurisdiction and the Notes may not be offered or sold within the United States except pursuant to



an exemption from, or in a transaction not subject to, the registration requirements of the
Securities Act and applicable state or local securities laws.

This pricing term sheet has not been approved by an authorised person for the purposes of
section 21 of the Financial Services and Markets Act 2000 (as amended) (“FSMA”). Accordingly,
this pricing term sheet is only for distribution to and directed at: (i) in the United Kingdom,
persons having professional experience in matters relating to investments falling within Article
19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as
amended) (the “Order”) and high net worth entities falling within Article 49(2)(a) to (d) of the
Order; (ii) persons who are outside the United Kingdom; and (iii) any other person to whom it
can otherwise be lawfully distributed (all such persons together being referred to as “Relevant
Persons”). Any investment or investment activity to which this pricing term sheet relates is
available only to and will be engaged in only with Relevant Persons. Persons who are not
Relevant Persons should not take any action based upon this pricing term sheet and should not
rely on it.

Any disclaimers or other notices that may appear below are not applicable to this communication
and should be disregarded. Such disclaimers or other notices were automatically generated as a
result of this communication being sent via bloomberg or another email system.
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IMPORTANT NOTICE

THIS OFFERING 1S AVAILABLE ONLY TO INVESTORS WHO ARE EITHER (1) QIBS (AS DEFINED BELOW) OR (2) NON-U.S.
PERSONS (AS DEFINED BELOW) LOCATED OUTSIDE OF THE UNITED STATES.

IMPORTANT: You must read the following before continuing. The following applies to the offering memorandum (the “Offering Memorandum”)
following this page and you are, therefore, advised to read this page carefully before reading, accessing or making any other use of the Offering
Memorandum. In accessing the Offering Memorandum, you agree to be bound by the following terms and conditions, including any modifications to
them any time you receive any information from the Issuer, the Guarantors, and the Joint Bookrunners (as defined in the Offering Memorandum) as a
result of such access.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF SECURITIES FOR SALE IN THE UNITED STATES OR
ANY OTHER JURISDICTION WHERE IT IS UNLAWFUL TO DO SO, EXCEPT AS EXPRESSLY DESCRIBED HEREIN. THE NOTES HAVE
NOT BEEN, AND WILL NOT BE, REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”),
OR THE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR OTHER JURISDICTION, AND THE NOTES MAY NOT BE
OFFERED OR SOLD, DIRECTLY OR INDIRECTLY, WITHIN THE UNITED STATES OR TO, OR FOR THE ACCOUNT OR BENEFIT OF,
U.S. PERSONS (AS DEFINED IN REGULATION S UNDER THE SECURITIES ACT) EXCEPT PURSUANT TO AN EXEMPTION FROM, OR
IN A TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND APPLICABLE STATE
OR LOCAL SECURITIES LAWS.

THE ATTACHED OFFERING MEMORANDUM MAY NOT BE FORWARDED OR DISTRIBUTED TO ANY OTHER PERSON AND MAY
NOT BE REPRODUCED IN ANY MANNER WHATSOEVER AND, IN PARTICULAR, MAY NOT BE FORWARDED TO ANY U.S. PERSON
OR U.S. ADDRESS. ANY FORWARDING, DISTRIBUTION OR REPRODUCTION OF THE OFFERING MEMORANDUM OR THIS
_— TRANSMISSION IN WHOLE OR IN PART IS UNAUTHORISED. FAILURE TO COMPLY WITH THIS DIRECTIVE MAY RESULT IN A
"'IOLA'HON OF THE SECURITIES ACT OR THE APPLICABLE LAWS OF OTHER JURISDICTIONS. IF YOU HAVE GAINED ACCESS TO
* THIS TRANSMISSION CONTRARY TO ANY OF THE FOREGOING RESTRICTIONS, YOU ARE NOT AUTHORISED AND WILL NOT BE
ABLE TO PURCHASE ANY OF THE NOTES DESCRIBED IN THE OFFERING MEMORANDUM.
i
k Confirmation of your representation: In order to be eligible to view the Offering Memorandum or make an investment decision with respect to the
# ¥ securities described therein, prospective investors must be either (1) Qualified Institutional Buyers (“QIBs”) (within the meaning of Rule 144A
i (“Rule 144A”) under the Securities Act) or (2) non-U.S. persons (as defined in Regulation S under the Securities Act (“Regulation S”)) located outside
; the United States. The Offering Memorandum is being sent to you at your request and, by accessing the Offering Memorandum, you shall be deemed
;, + to have represented to the Issuer, the Guarantors, and the Joint Bookrunners that (1) either (a) you and any customers you represent are QIBs or (b) you
~ and any customers you represent are outside of the United States (2) you are purchasing the,securities being offered in an offshore transaction (within
the meaning of Regulation S) and the electronic mail address that you gave us and to which this transmission has been delivered is not located in the
United States, its territories and possessions, any State of the United States or the District of Columbia and (3) you consent to delivery of the Offering
Memorandum by electronic transmission.

 You are reminded that the Offering Memorandum has been delivered to you on the basis that you are a person into whose possession the Offering

 Memorandum may be lawfully delivered in accordance with the laws of the jurisdiction in which you are located and you may not, nor are you

' authorised to, deliver the Offering Memorandum to any other person.

* The materials relating to this offering do not constitute, and may not be used in connection with, an offer or solicitation in any place where offers or
solicitations are not permitted by law. If a jurisdiction requires that the offering be made by a licensed broker or dealer, and the Joint Bookrunners or
. any affiliate of the Joint Bookrunners is a licensed broker or dealer in the relevant jurisdiction, the offering shall be deemed to be made by the Joint

%:)okmnners or such affiliate on behalf of the Issuer in such jurisdiction.
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e Offering Memorandum may only be distributed to, and is directed at (a) persons who have professional experience in matters relating to .
investments falling within article 19(1) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”) or (b) high
net worth entities falling within article 49(2)(a) to (d) of the Order, and other persons to whom it may be lawfully communicated, falling within
article 49(1) of the Order (all such persons together being referred to as “relevant persons™). Any person who is not a relevant person should not act
or rely on this document or any of its contents.

The Offering Memorandum has been sent to you in electronic form. You are reminded that documents transmitted via this medium may be altered or
changed during the process of electronic transmission and consequently none of the Issuer, the Guarantors, and the Joint Bookrunners, any person who
controls them or any director, officer, employee or agent of them or affiliate of any such person accepts any liability or responsibility whatsoever in
respect of any difference between the Offering Memorandum distributed to you in electronic format and the hard copy version available to you on
request from the Joint Bookrunners.




JOINT STOCK COMPANY “NATIONAL COMPANY “KAZAKHSTAN TEMIR ZHOLY”
(a joint stock company incorporated in the Republic of Kazakhstan)

U.S.$780,000,000 4.850% Guaranteed Notes due 2027
unconditionally and irrevocably guaranteed by

JOINT STOCK COMPANY “KAZTEMIRTRANS”
(a joint stock company incorporated in the Republic of Kazakhstan)

and

JOINT STOCK COMPANY “KTZ-FREIGHT TRANSPORTATION”
(a joint stock company incorporated in the Republic of Kazakhstan)

Issue Price: 100.393%

Joint Stock Company “National Company “Kazakhstan Temir Zholy” (the “Issuer” or the “Company”) is offering the U.S.$780,000,000 4.850% Guaranteed Notes due
2027 (the “Notes”), unconditionally and irrevocably guaranteed by Joint Stock Company “Kaztemirtrans” (“Kaztemirtrans”) and Joint Stock Company “KTZ-Freight
transportation” (“KTZFT"”) (each a “Guarantor” and, together, the “Guarantors”).

This document (the “Offering Memorandum?”) does not constitute a prospectus for the purposes of Article 5 of Directive 2003/71/EC (as amended) (the “Prospectus
Directive”). The Issuer is not offering the Notes in any jurisdiction in circumstances that would require a prospectus to be prepared pursuant to the Prospectus Directive.
Application has been made to the Irish Stock Exchange plc (the “Irish Stock Exchange”) for the approval of this document as listing particulars and for the Notes to be
admitted to the official list of the Irish Stock Exchange (the “Official List”) and trading on the Global Exchange Market of the Irish Stock Exchange (the “Global
Exchange Market”). The Global Exchange Market is not a regulated market for the purposes of Directive 2004/39/EC. No assurance can be given that the application
will be granted. Furthermore, admission of the Notes to the Official List and trading on the Global Exchange Market is not an indication of the merits of the Issuer, the
Guarantors, the Notes or the Guarantee (as defined below). There can be no assurance that a trading market in the Notes will develop or be maintained.

In addition, application has been made to list the Notes on JSC Kazakhstan Stock Exchange (the “KASE”). On 23 October 2017, the KASE granted its consent to include
the Notes into the “bonds” category of the “debt securities” sector of the official list of the KASE. It is expected that the KASE consent will come into effect on or before
17 November 2017. No Notes may be issued, placed or listed outside of the Republic of Kazakhstan (“Kazakhstan” or the “State™) without the prior permissions of the
National Bank of Kazakhstan (the “NBK?) for the issuance and placement of the Notes outside of Kazakhstan (the “NBK Permissions”). The NBK Permissions in
respect of the Notes were obtained on 30 October 2017 and are not a recommendation or endorsement by the NBK of the Notes. Simultaneously with offering of the
Notes outside of Kazakhstan, the Notes must be offered through the KASE on the same terms on which the Notes are being offered in a foreign state. Subject to sufficient
demand, investors’ orders submitted through the KASE must be satisfied in a volume not less than 20% of the total volume of the Notes to be placed. If the total volume
of investors’ orders submitted through the KASE is less than 20% of the total volume of the Notes to be placed, such orders will be satisfied in full and all and any Notes
remaining after the satisfaction of the investors’ orders submitted through the KASE may be offered and placed outside of Kazakhstan.

Interest on the Notes is payable semi-annually in arrear on 17 May and 17 November in each year. Payments on the Notes will be made without deduction for or on
account of taxes of Kazakhstan to the extent described in “Terms and Conditions of the Notes—12. Taxation”.

The Notes mature on 17 November 2027 and may be redeemed before then at the option of the relevant holder at their principal amount, together with accrued interest,
upon the occurrence of a Relevant Event (as defined in the Conditions). The Notes are also subject to redemption in whole, at their principal amount, together with
accrued interest, at the option of the Issuer at any time in the event of certain changes affecting taxes of Kazakhstan or at other certain times at the option of the Issuer.
See “Terms and Conditions of the Notes—10. Redemption, Purchase and Cancellation”.

Notes which are offered and sold in reliance on Regulation S (“Regulation S™) under the U.S. Securities Act of 1933, as amended (the “Securities Act”) will initially be
represented by beneficial interests in a permanent global Note (the “Unrestricted Global Note™) in registered form, without interest coupons attached, which will be
registered in the name of a nominee for, and shall be deposited on or about 17 November 2017 (the “Issue Date™) with a common depository for, Euroclear Bank SA/NA
(“Euroclear”) and Clearstream Banking S.A. (“Clearstream, Luxembourg”). Notes which are offered and sold in reliance on Rule 144A under the Securities Act
(“Rule 144A”) will initially be represented by beneficial interests in one or more permanent global Notes (the “Restricted Global Notes” and, together with the
Unrestricted Global Note, the “Global Notes”) in registered form, without interest coupons attached, which will be deposited on or about the Issue Date with The Bank
of New York Mellon, as custodian for, and registered in the name of Cede & Co. as nominee for The Depository Trust Company (“DTC”). The Notes will be issued in
denominations of U.S.$200,000 and integral multiples of U.S.$1,000 in excess thereof. See “Terms and Conditions of the Notes—1. Form, Denomination and Title”.
Interests in the Restricted Global Notes will be subject to certain restrictions on transfer. See “Form of the Notes and Transfer Restrictions”. Beneficial interests in the
Global Notes will be shown on, and transfers thereof will be effected only through, records maintained by DTC, Euroclear and Clearstream, Luxembourg and their
participants. Except as described herein, certificates for Notes will not be issued in exchange for beneficial interests in the Global Notes.

NEITHER THE NOTES NOR THE GUARANTEE HAVE BEEN NOR WILL BE REGISTERED UNDER THE SECURITIES ACT, OR ANY STATE
SECURITIES LAW, AND THE NOTES MAY NOT BE OFFERED OR SOLD WITHIN THE UNITED STATES OR TO, OR FOR THE ACCOUNT OR
BENEFIT OF, ANY U.S. PERSON (AS SUCH TERMS ARE DEFINED IN REGULATION S), EXCEPT PURSUANT TO AN EXEMPTION FROM, OR IN
A TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT. SEE “FORM OF THE NOTES AND
TRANSFER RESTRICTIONS”.

The Notes are expected to be rated Baa3 by Moody’s Investors Service Ltd. (“Moody’s”) and BBB- by Fitch Ratings Limited (“Fitch”). The Issuer’s current long-term
rating by Moody’s is Baa3 (stable outlook) and Fitch is BBB- (stable outlook). A rating is not a recommendation to buy, sell or hold securities and may be subject to
revision, suspension or withdrawal at any time by the assigning rating organisation. Each of Moody’s and Fitch is established in the European Union (the “EU”), domiciled
in the United Kingdom, and is included in the list of credit rating agencies registered in accordance with Regulation (EC) No. 1060/2009 on Credit Rating Agencies as
amended by Regulation (EU) No. 513/2011 (the “CRA Regulation™). This list is available on the ESMA website (http://www.esma.europa.eu/page/list-registered-and-
certified-CRAs) (last updated16 July 2017).

The net proceeds from the offering of the Notes will be used by the Issuer to finance the purchase of any or all of the Company’s U.S.$700,000,000 6.375% Notes due
2020 (the “Existing Notes”), tendered and accepted for purchase in the Tender Offer (as defined herein) and the redemption of Existing Notes remaining outstanding
after the Tender Offer upon the approval of the Mandatory Early Redemption (as defined herein), as well as the payment of any early consent fees in connection therewith,
all pursuant to the Tender Offer and Consent Solicitation (as defined herein) launched by the Issuer on 27 October 2017.

Joint Global Co-ordinators
J.P. Morgan Renaissance Capital

Joint Bookrunners

Halyk Finance J.P. Morgan MUFG Renaissance Capital

This Offering Memorandum is dated 15 November 2017



This Offering Memorandum does not constitute a prospectus for the purpose of Article 5 of the Prospectus
Directive. The Issuer is not offering the Notes in any jurisdiction in circumstances that would require a prospectus
to be prepared pursuant to the Prospectus Directive. This Offering Memorandum provides information with regard
to the Issuer, the Guarantors and their respective subsidiaries and affiliates (collectively, the “Group”) and the
Notes and the Guarantee which, according to the particular nature of the Issuer, the Guarantors and the Notes, is
necessary to enable investors to make an informed assessment of the assets and liabilities, financial position, profit
and losses and prospects of the Issuer, the Guarantors and the Group and of the rights attaching to the Notes and
the Guarantee. The Issuer and each Guarantor accept responsibility for the information contained in this Offering
Memorandum and confirm that, having taken all reasonable care to ensure that such is the case, the information
contained in this Offering Memorandum is in accordance with the facts and does not omit anything likely to affect
its import.

Neither the Joint Bookrunners nor any of their directors, affiliates, advisers or agents has made an independent
verification of the information contained in this Offering Memorandum in connection with the issue or offering
of the Notes and no representation or warranty, express or implied, is made by the Joint Bookrunners or any of
their directors, affiliates, advisers or agents with respect to the accuracy or completeness of such information. To
the fullest extent permitted by law, the Joint Bookrunners accept no responsibility whatsoever for the contents of
this Offering Memorandum or for any other statement made, or purported to be made, by the Joint Bookrunners
or on their behalf in connection with the Issuer, the Guarantors or the issue and offering of the Notes and the
Guarantee. The Joint Bookrunners accordingly disclaim all and any liability whether arising in tort or contract or
otherwise (save as referred to above) which they might otherwise have in respect of this Offering Memorandum
or any such statement. Nothing contained in this Offering Memorandum is, is to be construed as, or shall be relied
upon as, a promise, warranty or representation, whether to the past or the future, by the Joint Bookrunners or any
of their respective directors, affiliates, advisers or agents in any respect. The contents of this Offering
Memorandum are not, are not to be construed as, and should not be relied on as, legal, business or tax advice and
each prospective investor should consult its own legal and other advisers for any such advice relevant to it. Each
person receiving this Offering Memorandum acknowledges that such person has not relied on any Joint Lead
Manager and Bookrunner or any person affiliated with any Joint Lead Manager and Bookrunner in connection
with its investigation of the accuracy of such information or its investment decision. Each person contemplating
making an investment in the Notes must make its own investigation and analysis of the creditworthiness of the
Issuer and the Guarantors and its own determination of the suitability of any such investment, with particular
reference to its own investment objectives and experience, and any other factors that may be relevant to it in
connection with such investment. This Offering Memorandum may only be used for the purpose for which it has
been published.

No person is authorised to give any information or make any representation not contained in this Offering
Memorandum in connection with the issue and offering of the Notes and, if given or made, such information or
representation must not be relied upon as having been authorised by any of the Issuer, the Guarantors, BNY
Mellon Corporate Trustee Services Limited (the “Trustee”) or the Joint Bookrunners or any of their respective
directors, affiliates, advisers or agents. The delivery of this Offering Memorandum does not imply that there has
been no change in the business and affairs of the Issuer or the Guarantors since the date hereof or that the
information herein is correct as of any time subsequent to its date.

This Offering Memorandum does not constitute an offer to sell or a solicitation of an offer to buy the Notes by
any person in any jurisdiction where it is unlawful to make such an offer or solicitation. The distribution of this
Offering Memorandum and the offer or sale of the Notes in certain jurisdictions is restricted by law. This Offering
Memorandum may not be used for, or in connection with, and does not constitute, any offer to, or solicitation by,
anyone in any jurisdiction or under any circumstance in which such offer or solicitation is not authorised or is
unlawful. In particular, this Offering Memorandum does not constitute an offer of securities to the public in the
United Kingdom. No prospectus has been or will be approved in the United Kingdom in respect of the Notes.
Consequently this document is being distributed only to, and is directed at (a) persons who have professional
experience in matters relating to investments falling within article 19(1) of the Financial Services and Markets
Act 2000 (Financial Promotion) Order 2005, as amended (the “Order”), or (b) high net worth entities falling
within article 49(2)(a) to (d) of the Order, and other persons to whom it may be lawfully communicated, falling
within article 49(1) of the Order (all such persons together being referred to as “relevant persons”). Any person
who is not a relevant person should not act or rely on this document or any of its contents. Persons into whose
possession this Offering Memorandum may come are required by the Issuer, the Guarantors and the Joint
Bookrunners to inform themselves about and to observe such restrictions. Further information with regard to
restrictions on offers, sales and deliveries of the Notes and the distribution of this Offering Memorandum and



other offering material relating to the Notes is set out under “Subscription and Sale” and “Form of the Notes and
Transfer Restrictions”.

The language of this Offering Memorandum is English. Certain legislative references and technical terms have
been cited in their original language in order that the correct technical meaning may be ascribed to them under
applicable law. In connection with the listing of the Notes on the KASE, the Issuer will furnish the KASE with a
Russian translation of this Offering Memorandum (the “Translation™). The Translation has been prepared by the
Issuer solely for the purpose of listing the Notes described in this Offering Memorandum on the KASE and
obtaining the relevant consents and permissions of the KASE and the NBK. None of the Joint Bookrunners nor
any of their affiliates has verified, makes any representation or warranty, or takes any responsibility for the
accuracy or completeness of the Translation. The English-language version of this Offering Memorandum should
be used in connection with any investment decision. In the event of any conflict or discrepancy between the
English version of this Offering Memorandum and the Translation, or any dispute regarding the interpretation of
any statement in the English version or the Translation, the English version shall prevail.

For the purpose of the listing of the Notes on the KASE and the subsequent offer and sale of Notes in Kazakhstan,
JSC Halyk Finance will act as sole manager, and the other Joint Bookrunners will not be involved in such process.

Unless otherwise specified or the context so requires, references to “U.S. Dollars” and “U.S.$” are to United
States dollars, references to “CHF” are to Swiss Francs, references to “euro”, “EUR” and “€” are to the currency
introduced at the start of the third stage of European Economic and Monetary Union pursuant to the Treaty
establishing the European Community, as amended, references to “RUB” are to Russian Roubles and references
to “Tenge” and “KZT” are to the Kazakhstani tenge, the official currency of Kazakhstan.

In connection with the issue of the Notes, J.P. Morgan Securities plc (the “Stabilising Manager”) (or any person
acting on behalf of any Stabilising Manager) may over-allot Notes or effect transactions with a view to supporting
the market price of the Notes at a level higher than that which might otherwise prevail. However, there is no
assurance that the Stabilising Manager (or person(s) acting on behalf of a Stabilising Manager) will undertake
stabilisation action. Any stabilisation action may begin on or after the date on which adequate public disclosure
of the terms of the offer of the Notes is made and, if begun, may be ended at any time, but it must end no later
than the earlier of 30 days after the issue date of the Notes and 60 days after the date of the allotment of the Notes.
Any stabilisation action or over-allotment must be conducted by the relevant Stabilising Manager (or person(s)
acting on behalf of any Stabilising Manager) in accordance with all applicable laws and rules.

FORWARD-LOOKING STATEMENTS

Certain statements included herein may constitute “forward-looking statements” within the meaning of
Section 27A of the Securities Act and Section 21E of the United States Securities Exchange Act of 1934, as
amended (the “Exchange Act”); however, this Offering Memorandum is not entitled to the benefit of the safe
harbour created thereby. Such statements, certain of which can be identified by the use of forward-looking

terminology such as “believes”, “expects”, “may”, “are expected to”, “intends”, “will”, “will continue”, “should”,

“could”, “would be”, “seeks”, “approximately”, “estimates”, “predicts”, “projects”, “aims” or “anticipates”, or
similar expressions or the negative thereof or other variations thereof or comparable terminology, or by
discussions of strategy, plans or intentions, involve a number of risks and uncertainties. Such forward-looking
statements are necessarily dependent on assumptions, data or methods that may be incorrect or imprecise and that
may be incapable of being realised. Such forward-looking statements include statements regarding the Issuer’s
intentions, beliefs or current expectations concerning, amongst other things, the Issuer’s results of operations,
financial condition, liquidity, prospects, growth, strategies and the industry in which it operates. Factors that might
affect such forward-looking statements include, among other things, overall business and government regulatory
conditions; changes in tariff and tax requirements (including tax rate changes, new tax laws and revised tax law
interpretations); interest rate fluctuations and other capital market conditions, including foreign currency exchange
rate fluctuations; economic and political conditions in Kazakhstan and other emerging markets; and the timing,
impact and other uncertainties of future actions. See “Risk Factors”.

The Issuer is not obliged to, and does not intend to, update or revise any forward-looking statements made in this
Offering Memorandum whether as a result of new information, future events or otherwise. All subsequent written
or oral forward-looking statements attributable to the Issuer, or persons acting on its behalf, are expressly qualified
in their entirety by the cautionary statements contained throughout this Offering Memorandum. As a result of
these risks, uncertainties and assumptions, a prospective purchaser of the Notes should not place undue reliance
on these forward-looking statements.



AVAILABLE INFORMATION

Neither the Issuer nor any Guarantor is currently required to file periodic reports under Sections 13 or 15 of the
Exchange Act with the U.S. Securities and Exchange Commission. To permit compliance with Rule 144A in
connection with resales and transfers of Notes, the Issuer and the Guarantors have agreed that, for so long as any
of the Notes are “restricted securities” within the meaning of Rule 144(a)(3) under the Securities Act, the Issuer
and the Guarantors will provide to any holder or beneficial owner of such restricted securities, or to any
prospective purchaser of such restricted securities designated by a holder or beneficial owner, upon the request of
such holder, beneficial owner or prospective purchaser, the information required to be provided by
Rule 144A(d)(4) under the Securities Act, if at the time of such request the Issuer or any Guarantor, as the case
may be, is not a reporting company under Section 13 or Section 15(d) of the Exchange Act or exempt from
reporting pursuant to Rule 12g3-2(b) under the Exchange Act. See “Terms and Conditions of the Notes—8.
Provision of Certain Information”.

ENFORCEMENT OF CIVIL LIABILITIES

Each of the Issuer and the Guarantors is a joint stock company organised under the laws of Kazakhstan and all of
its officers and certain of its directors and other persons referred to in this Offering Memorandum are residents of
Kazakhstan. All or a substantial portion of the assets of the Issuer and each Guarantor and most of such persons
are located in Kazakhstan. As a result, it may not be possible (i) to effect service of process upon the Issuer or
any such person outside Kazakhstan, (ii) to enforce against any of them, in courts of jurisdictions other than
Kazakhstan, judgments obtained in such courts that are predicated upon the laws of such other jurisdictions or
(iii) to enforce against any of them, in Kazakhstan courts, judgments obtained in jurisdictions other than
Kazakhstan, including judgments obtained in respect of the Notes or the Trust Deed in the courts of England and
judgments obtained in the United States predicated upon the civil liability provisions of the federal securities laws
of the United States.

The Notes and the Trust Deed are governed by the laws of England, and the Issuer and the Guarantors have agreed
in the Notes and the Trust Deed that disputes arising thereunder are subject to arbitration in London or, at the
election of the Trustee or, in certain circumstances, a Noteholder (as defined in “Terms and Conditions of the
Notes”), to the exclusive jurisdiction of English courts. See Condition 24 (Governing Law, Jurisdiction and
Arbitration) under “Terms and Conditions of the Notes”. The Civil Procedure Code of Kazakhstan, which became
effective on 1 January 2016, provides that Kazakhstan courts should recognize and enforce foreign court
judgments only if such recognition and enforcement is provided for by Kazakhstan legislation or international
treaties ratified by Kazakhstan, or on the basis of the principle of reciprocity. Kazakhstan is not a party to any
multilateral or bilateral treaties with the United Kingdom (or the U.S. or any other Western jurisdiction) for the
mutual enforcement of court judgments, and, accordingly, there is a risk that a judgment obtained from a court in
England would not be enforceable in Kazakhstan courts. Each of Kazakhstan and the United Kingdom are,
however, parties to the 1958 New York Convention on the Recognition and Enforcement of Foreign Arbitral
Awards (the “Convention*) and, accordingly, an arbitral award obtained under the Convention generally should
be recognised and enforceable in Kazakhstan provided the conditions to enforcement set out in the Convention
and the Civil Procedure Code of Kazakhstan are met. The Civil Procedure Code of Kazakhstan establishes the
procedure for the enforcement of foreign arbitral awards.

The Issuer and the Guarantors have agreed that disputes arising under the Notes, the Trust Deed and the Agency
Agreement (as such terms are defined below) are subject to arbitration or, at the discretion of the Trustee or a
Noteholder, to the exclusive jurisdiction of English courts. Such one-sided alternative dispute resolution
provisions providing the Trustee/Noteholder (but not the Issuer or the Guarantor) the right to commence
proceedings in state courts have not been properly tested before Kazakhstan courts.

The Law “On Arbitration” (No. 488-V, dated 8 April 2016) (the “Arbitration Law*) was signed by the President
of Kazakhstan (the “President™) on 8 April 2016. The introductory language to the Arbitration Law, as well as
other provisions of the Arbitration Law, imply that the Arbitration Law should apply only where the matter
involves dispute resolution in Kazakhstan (i.e., in respect of arbitration bodies with a seat in Kazakhstan). In
particular, the preamble to the Arbitration Law states that: “This [IJaw regulates social relations arisen in the
process of arbitration activity on the territory of the Republic of Kazakhstan as well as the procedure and terms
of recognition and enforcement of arbitral awards in Kazakhstan...”



There are, however, certain novelties in the Arbitration Law, which may have implications (as described below)
in respect of the arbitration provisions contained in the Notes and the Trust Deed. In particular, the provisions of
the Arbitration Law do not clearly differentiate between domestic and foreign arbitration. In particular:

. Article 8.8 of the Arbitration Law restricts the trying of disputes between the so-called “quasi-sovereign
companies” by arbitration. Both the Issuer and each Guarantor fall under the definition of a
“quasi-sovereign company”. While there is no established practice in relation to Article 8.8 of the
Avrbitration Law, the management of the Issuer (the “Management”) believes that this requirement only
applies when two or more quasi-sovereign companies are involved in a dispute as adverse parties.
Accordingly, Article 8.8 should not apply if two or more quasi-sovereign companies are not adverse
parties to the dispute, which would be the case in respect of the Notes and the Trust Deed.

. Article 8.10 of the Arbitration Law requires legal entities in which the state holds (directly or indirectly)
at least 50% of the voting shares to obtain consent of the relevant state body for entering into an
arbitration agreement. Both the Issuer and the Guarantors are wholly owned by the state. Although the
Avrbitration Law does not expressly so state and largely remains untested, Management believes that
Article 8.10 of the Arbitration Law should only apply to arbitration proceedings within Kazakhstan and
should not extend to arbitration proceedings outside of Kazakhstan. Accordingly, Management believes
that no consent of the relevant state body is required under the Arbitration Law for the Issuer or the
Guarantors to enter into the arbitration agreement pursuant to the Notes and the Trust Deed.

. Article 44.1 of the Arbitration Law provides that disputes involving legal entities in which the state holds
(directly or indirectly) at least 50% of the voting shares must be resolved in accordance with Kazakhstan
laws, unless otherwise is provided by an international treaty ratified by Kazakhstan. While the Arbitration
Law is unclear on this, under a conservative interpretation, a contract with a state-controlled company
(such as the Issuer and the Guarantors) must be governed by Kazakhstan legislation, unless otherwise is
provided by an international treaty ratified by Kazakhstan. Although the Arbitration Law does not
expressly so state and largely remains untested, Management believes that Article 44.1 of the Arbitration
Law should only apply to arbitration proceedings within Kazakhstan and should not extend to arbitration
proceedings outside of Kazakhstan. Accordingly, the Arbitration Law does not require an arbitral tribunal
outside of Kazakhstan to apply Kazakhstan law when considering a dispute involving the Issuer and/or
the Guarantors.

Given that the Arbitration Law has not been tested in practice, there can be no assurance that Kazakhstan courts
would support the above interpretation of the Arbitration Law and that an award against the Issuer and/or any
Guarantor in arbitral proceedings in London under English law would be enforced in Kazakhstan. See “Risk
Factors—Risk Factors Relating to the Notes—It may be difficult to effect service of legal process and enforce
judgments obtained outside of Kazakhstan against the Issuer and its management.”

In February 2010, the Parliament of Kazakhstan (the “Parliament®) passed legislation amending Kazakhstan law
to provide for certain immunities to government entities in the context of arbitration and foreign court judgments.
While companies, such as the Issuer and/or the Guarantors, are not considered to be government entities and, thus,
do not have such immunity, arbitral awards and foreign court decisions in respect of the Issuer, including in
relation to the issuance of the Notes, may not be recognised and enforced on the grounds that they affect the
interests of the State. Notwithstanding these concerns, although no assurance can be given that a Kazakhstan
court would give effect to such provisions, under the Trust Deed, the Issuer and each Guarantor has, to the full
extent permitted by applicable laws, waived any immunity that may be attributed to it in respect of the Notes or
the Guarantee, respectively.

In addition, certain of the assets owned by the Issuer or its subsidiaries, as well as certain of the shares in the
Issuer’s subsidiaries, are considered to be strategic assets of Kazakhstan. Kazakhstan law provides that the State
shall have a priority right to purchase the strategic assets of Kazakhstan in the event of their disposition (whether
through sale, bankruptcy or receivership).



PRESENTATION OF FINANCIAL AND CERTAIN OTHER INFORMATION
Financial Statements

The independent auditors of the Group, Deloitte, LLP, issued an unqualified independent auditor’s report dated
13 March 2017 relating to the Group’s audited consolidated financial statements as at and for the year ended 31
December 2016, which include comparative data as at and for the year ended 31 December 2015 (the “2016
Financial Statements”) and an unqualified independent auditor’s report dated 14 March 2016 relating to the
Group’s consolidated financial statements as at and for the year ended 31 December 2015, which include
comparative data as at and for the year ended 31 December 2014 (the “2015 Financial Statements” and, together
with the 2016 Financial Statements, the “Annual Financial Statements”). The Annual Financial Statements
included in this Offering Memorandum have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) issued by the International Accounting Standard Board.

The Group’s unaudited interim condensed consolidated financial statements as of and for the three months and
six months ended 30 June 2017 (the “Interim Financial Statements”), which include comparative data as at 31
December 2016 and for the three months and six months ended 30 June 2016, included in this Offering
Memorandum have been prepared in accordance with International Accounting Standard 34, “Interim Financial
Reporting” and have been reviewed by Deloitte, LLP in accordance with International Standard on Review
Engagements 2410 “Review of Interim Financial Information Performed by the Independent Auditor of the
Entity”.

Deloitte, LLP’s independent auditor’s report in respect of the 2016 Financial Statements appears on page F-48 of
this Offering Memorandum, Deloitte, LLP’s independent auditor’s report in respect of the 2015 Financial
Statements appears on page F-117 of this Offering Memorandum and Deloitte, LLP’s review report in respect of
the Interim Financial Statements appears on pages F-5 of this Offering Memorandum. Unless otherwise indicated,
the financial information presented herein is extracted without material adjustment from the Annual Financial
Statements and the Interim Financial Statements and the notes thereto contained in this Offering Memorandum
beginning on page F-1 (collectively, the “Financial Statements”).

The 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 30 June 2017, the current
liabilities of the Group exceeded its current assets by KZT 86,732.9 million. Historically, the Group financed
large investment projects through the capital contributions received from the Government and external
borrowings, in addition to cash flows from operating activities. As at 30 June 2017, KZT 181,359.0 million of the
Group’s borrowings are payable within 12 months of the reporting date, including borrowings from Samruk-
Kazyna of KZT 75.0 billion (approximately U.S.$233.3 million based on the official KZT/U.S.$ exchange rate
reported by the NBK as at 30 June 2017 of KZT 321.46 per U.S.$1.00) that were due in September 2017. To
refinance these long-term borrowings, on 13 June 2017, the Group issued a RUB 15.0 billion Russian Rouble-
denominated bond (KZT 81,589.9 million at the official KZT / RUB exchange rate reported by the NBK as at 30
June 2017 of KZT 5.45 per RUB 1.00). The Group has estimated the need for cash, including for the repayment
of borrowing liabilities and its development plans. In estimating its going concern basis, Management has also
considered the Group’s financial position, expected future performance and cash flows from operations,
borrowings, available credit facilities, capital expenditure commitments, as well as expected tariffs, currency
exchange rates and other risks facing the Group. Based on such estimates, Management has concluded that the
Group has adequate resources to continue in operational existence and settle its liabilities and that the going
concern basis assessment is appropriate for preparation of the Financial Statements. See Note 2 to the Interim
Financial Statements, Note 2 and the audit report to the 2016 Financial Statements, and “Risk Factors—Risk
Factors Related to the Group—the Group’s auditors have identified the Group’s ability to continue as a going
concern as a key audit matter”.

The Financial Statements attached as F-pages to this Offering Memorandum reflect all Guarantor- and non-
Guarantor companies consolidated within the Group. As at and for the year ended 31 December 2016, and, as at
and for the six months ended 30 June 2017, the financial results of the Issuer and the Guarantors comprised at
least 85% of assets and revenue of the combined Group.

Changes in Classification Affecting Comparative Information

In pursuance of the Government of Kazakhstan’s (the “Government”) 2016 Complex Privatisation Plan (as
defined below), the Company’s management approved a list of its subsidiaries, associates and joint ventures



subject to sale. In connection therewith, in 2016, the Group recognised the results of operations of its subsidiary,
Transtelecom JSC, in discontinued operations. Accordingly, comparative amounts for the six months ended 30
June 2016 included in the Interim Financial Statements and comparative amounts for the year ended 31 December
2015 included in the 2016 Financial Statements have been restated. Comparative amounts for 2014 have not been
restated to reflect the discontinued operations as the impact would not be significant.

For the purpose of better presentation of information understanding of the Group’s financial statements, the Group
reclassified certain items in the consolidated statement of financial position included in the 2015 Financial
Statements. In addition, to bring the presentation of the Group’s consolidated statement of profit or loss and other
comprehensive income in line with the accounting policy of Samruk-Kazyna (the Company’s sole shareholder),
the Group recognised tax expenses, which are directly related to the production of goods, work and services
(except income tax), within cost of sales account, and reclassified assets impairment provisions from general and
administrative expenses to a separate line item. The Group also reclassified income and expense items related to
Kazakhstan Wagon Construction Company LLP, which was previously classified as discontinued operations, as
part of continuing operations. Accordingly, comparative amounts as at and for the year ended 31 December 2014
included in the 2015 Financial Statements have been restated.

As a result of all of the foregoing:

. financial information as at and for the six months ended 30 June 2016 in this Offering Memorandum has
been taken from the Interim Financial Statements;

. financial information as at and for the year ended 31 December 2015 in this Offering Memorandum has
been taken from the 2016 Financial Statements; and

. financial information as at and for the year ended 31 December 2014 in this Offering Memorandum has
been taken from the comparative information in the 2015 Financial Statements.

See Note 4 to the Interim Financial Statements, Note 5 to the 2016 Financial Statements and Note 5 to the 2015
Financial Statements for details of the effect of these changes and restatements on the Group’s consolidated
statement of profit or loss and other comprehensive income and consolidated statement of financial position.

Third Party Information

Statistical data and other information appearing in this Offering Memorandum relating to the railway industry in
Kazakhstan (“Kazakhstan”) have, unless otherwise stated, been extracted from documents and other publications
released by the Statistics Committee of Kazakhstan (the “Statistics Committee”), the Ministry of Finance of
Kazakhstan, the NBK and other public sources in Kazakhstan, including the World Bank and the International
Monetary Fund (the “IMF™), as well as from Kazakhstan press reports and publications, edicts and resolutions of
the Government and estimates of the Company (based on its management’s knowledge and experience of the
markets in which the Company operates). In the case of the presented statistical information, similar statistics may
be obtainable from other sources, although the underlying assumptions and methodology, and consequently the
resulting data, may vary from source to source. Any discussion of matters relating to Kazakhstan in this Offering
Memorandum is, therefore, subject to uncertainty due to concerns about the completeness or reliability of available
official and public information. See “Risk Factors—Risk Factors Relating to the Republic of Kazakhstan—The
Company cannot ensure the accuracy of official statistics and other data in this Base Offering Memorandum
published by Kazakhstan authorities”.

The Issuer confirms that, where information included in the Offering Memorandum has been sourced from a third
party, the source is identified, that information has been accurately reproduced and that, as far as the Issuer is
aware and is able to ascertain from information published by that third party, no facts have been omitted which
would render the reproduced information inaccurate or misleading.

Rounding

Certain figures included in this Offering Memorandum have been subject to rounding adjustments. Accordingly,
figures shown for the same category presented in different tables may vary slightly and figures shown as totals in
certain tables may not be an arithmetic aggregation of the figures which precede them.
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Non-1FRS Measures of Financial Performance

In this Offering Memorandum, the Group uses the following metrics in the analysis of its business and financial
position, which the Company considers to constitute Alternative Performance Measures (“APMs”), as defined in
the European Securities and Market Authority Guidelines on Alternative Performance Measures dated 5 October
2015 (the “ESMA Guidelines”™).

The following table sets forth a summary of the APM metrics used, the definition, bases of calculation and
reconciliation of such metrics and the rationale for the inclusion of such metrics.

Definition, method of calculation and reconciliation
Metric to financial statement line item Rationale

Group EBITDA............... Calculated as profit from continuing operations before  Performance measure
taxation, finance costs, finance income and depreciation
and amortisation, but after taking into account any
material devaluation of the Tenge (which is accounted
for as an extraordinary item).

Current ratio ........ccceeee. Calculated as the ratio of current assets divided by Liquidity measure
current liabilities.

Coverage ratio ................ Calculated as Group EBITDA divided by finance cost.  Liquidity measure

Adjusted debt.................. Calculated as the sum of total borrowings, total debt Liquidity measure

securities issued, total finance lease liabilities and total
guarantees in favour of third parties, which are not
consolidated in the financial statements of the Group.

Adjusted debt to equity Calculated as the ratio of adjusted debt divided by total Performance measure
(- Lo S equity.

Adjusted debt to Group Calculated as the ratio of adjusted debt divided by Performance measure
EBITDA ratio................. Group EBITDA.

Group EBITDA margin.. Calculated as the ratio of Group EBITDA divided by Performance measure

revenue.

Gross profit margin......... Calculated as total revenue minus cost of sales. Performance measure

Netdebt......ccoovvvrerinnn. Calculated as adjusted debt minus cash and cash Liquidity measure
equivalents.

Net debt/Group EBITDA Calculated as the ratio of Net debt divided by Group Performance measure
EBITDA.

The above APMs have been included in this Offering Memorandum to facilitate a better understanding of the
Group’s historic trends of operation and financial condition. The Group uses APMs as supplementary information
to its IFRS operating results. The APMs are not defined by, or presented in accordance with, IFRS. The APMs
are not measurements of the Group’s operating performance under IFRS and should not be used instead of or
considered as alternatives to any measures of performance and/or liquidity under IFRS.

The Group uses such measures to measure operating performance and liquidity in presentations to the Board of
Directors and as a basis for strategic planning and forecasting, as well as monitoring certain aspects of its operating
cash flow and liquidity. Management believe that these and similar measures are used widely by certain investors,
securities analysts and other interested parties as supplemental measures of performance and liquidity.

The APMs relate to the reporting periods described in this Offering Memorandum and are not intended to be
predictive of future results. In addition, other companies, including those in the Group’s industry, may calculate
similarly titled APMs differently from the Group. Because companies do not calculate these APMs in the same
manner, the Group’s presentation of such APMs may not be comparable to other similarly titled APMs used by
other companies. The APMs have limitations as analytical tools and should not be considered in isolation or as a
substitute for analysis of the Group’s operating results as reported under IFRS.
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For an explanation of the relevance of each of the APMs, a reconciliation of the APMs to the most directly
comparable measures calculated and presented in accordance with IFRS and a discussion of their limitations, see
“Selected Financial Information and Operating Data”. The Group does not regard these non-IFRS measures as a
substitute for, or superior to, the equivalent measures calculated and presented in accordance with IFRS or those
calculated using financial measures that are calculated in accordance with IFRS.
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OVERVIEW OF THE ISSUER AND THE GUARANTORS

The following is an overview of certain information contained elsewhere in this Offering Memorandum. It does
not purport to be complete and is qualified in its entirety by the more detailed information appearing elsewhere
in this Offering Memorandum. Prospective investors should also carefully consider the information set forth in
“Risk Factors™ below prior to making an investment decision. Capitalised terms not otherwise defined in this
overview have the same meaning as elsewhere in this Offering Memorandum.

Overview of the Company

The Group is the national transportation and logistics operator for Kazakhstan and is responsible for rail and sea
transportation, as well as the provision of transport and logistics centres, including a seaport, airports and railroad
infrastructure. The Group’s primary function is as operator of Kazakhstan’s national railway and related
infrastructure. The Company was established by a decree of the Government, which, through its wholly-owned
subsidiary, Samruk-Kazyna (the National Wealth Fund of Kazakhstan), owns all of the outstanding shares of the
Company. As Kazakhstan’s national railway company, the Company has a natural monopoly over the provision
of services on Kazakhstan’s mainline railway network and, through its subsidiaries, KTZFT and JSC Passenger
Transportation, is the dominant provider of railway freight transportation and passenger transportation,
respectively. The Group is one of the largest employers and taxpayers in Kazakhstan and a significant contributor
to the development of the infrastructure necessary to transport raw materials and finished goods, into, within and
out of Kazakhstan. Due to Kazakhstan’s limited access to navigable water routes and underdeveloped roadways
and its dependence on the export of raw materials (predominantly commaodities) and import of finished goods, the
railway system plays a crucial role in Kazakhstan’s economic growth.

The Group is responsible for the maintenance, operation and modernisation of Kazakhstan’s mainline railway
network and provides railway transportation, infrastructure and support services, which include maintaining all
railway infrastructure, machinery and equipment in Kazakhstan; ensuring the safety of railway operations;
developing material and technical systems for the railway network; and establishing international railway transit
corridors as agreed with the Ministry of Transportation.

In addition, in connection with Government initiatives for the development of transportation logistics, which is a
relatively new priority in Kazakhstan’s transportation sector (with the overall target of increasing the number of
containers transiting through Kazakhstan to 2.0 million by 2020 in order to increase overall freight transportation),
the President instructed the Government and Samruk-Kazyna to create a multi-level vertically-integrated transport
and logistics holding company, combining, inter alia, logistics and transport companies with the objective of
developing Kazakhstan’s transit capacity and integrating its transportation and logistics infrastructure.
Accordingly, in 2013, the Company’s subsidiary, KTZ Express JSC (“KTZ Express”), became the national
transportation and logistics operator responsible for the institutional development, operational coordination and
expansion of transportation and logistics services throughout Kazakhstan; in particular, creating a viable
infrastructure, consolidating operating assets and aimed at achieving the Government’s freight transportation and
handling objectives. Since 2013, the Group has transitioned from a railway company to a national logistics group
and KTZ Express has been responsible for the management and operation of transport and logistics companies
and centres, including a seaport and airport infrastructure, although the majority of such companies and
infrastructure is owned by the State. KTZ Express’ activities are expected to support the Group’s core business
of freight railway transportation and, in particular, transit freight transportation.

For the six months ended 30 June 2017, the Group had overall freight turnover of 98.0 billion tonne-kilometres,
reflecting an 11.2% increase from 88.1 billion tonne-kilometres for the corresponding period in 2016. For the year
ended 31 December 2016, the Group had overall freight turnover of 188.2 billion tonne-kilometres, reflecting a
0.8% decrease from 189.8 billion tonne-kilometres for 2015. The Group’s freight turnover accounted for 59.5%
(including freight transported in third-party wagons hauled by the Group, calculated in accordance with data
published by the Statistics Committee) and 47% (excluding freight transported in third party wagons, according
to the Company’s own data) of all freight turnover in Kazakhstan by all modes of transport (excluding pipelines)
for the year ended 31 December 2016, as compared to 59.8% and 46.4%, respectively, for the year ended 31
December 2015.

The Group’s freight transportation revenue increased by 9.1% to KZT 352,326.4 million for the six months ended
30 June 2017, as compared to KZT 322,899.3 million for the corresponding period in 2016, accounting for 84.4%
and 84.2%, respectively, of the Group’s total consolidated revenue for the relevant periods. For the year ended 31
December 2016, the Group’s freight transportation revenue increased by 9.4% to KZT 688,204.3 million, as



compared to KZT 629,049.7 million for 2015, accounting for 83.6% of total consolidated revenue in each of 2016
and 2015.

For the six months ended 30 June 2017, revenue from export freight transportation accounted for 18.5% of total
freight transportation revenue, as compared to 26.4% from domestic freight transportation, 26.2% from transit
freight transportation, 11.2% from import freight transportation and 17.6% from other freight transportation (as
compared to 18.3%, 29.5%, 31.0%, 10.2% and 11.1%, respectively, for the corresponding period in 2016 ). For
the year ended 31 December 2016, revenue from export freight transportation accounted for 18.2% of total freight
transportation revenue, as compared to 26.5% from domestic freight transportation, 30.9% from transit freight
transportation, 10.5% from import freight transportation and 13.8% from other freight transportation (as compared
t0 19.8%, 28.7%, 24.9%, 11.5% and 15.1%, respectively, for 2015 and 22.6%, 30.3%, 21.1%, 11.6% and 19.6%,
respectively, in 2014). See “Business of the Group— Transportation Services—Freight Transportation”.

For the six months ended 30 June 2017, the Group had passenger turnover of 9.4 billion passenger-kilometres,
reflecting a 6.8% increase from 8.8 billion passenger-kilometres for the corresponding period in 2016. For the
year ended 31 December 2016, the Group had a passenger turnover of 16.5 billion passenger-kilometres,
reflecting an increase of 6.4% from 17.1 billion passenger-kilometres for 2015. The Group’s passenger
transportation revenue increased by 4.2% to KZT 37,650.8 million for the six months ended 30 June 2017 from
KZT 36,135.7 million for the corresponding period in 2016, accounting for 9.0% and 9.4%, respectively, of total
consolidated revenue. For the year ended 31 December 2016, the Group’s passenger transportation revenue
increased by 11.6% to KZT 80,133.6 million from KZT 71,787.4 million for 2015, accounting for 9.7% and 9.5%,
respectively, of total consolidated revenue. See “Business of the Group— Transportation Services—Passenger
Transportation”.

As at 31 December 2016, the assets of the Group included:

. 15,529.8 kilometres of operational rail track, of which 4,217.0 kilometres were electrified tracks;

. 824 stations and operating points, including: (i) six distributing stations, where trains are linked or unlinked
and locomotives are changed; (ii) 72 freight stations, where freight can be processed; (iii) 66 division
stations, where transit freight can be processed; and (iv) 680 wayside stations, where trains can be

temporarily idled to make way for passing trains;

. 1,697 locomotives;

. 56,732 freight cars;

. 2,547 passenger cars;

o 20,277 track switches;

. eight airports (under trust management); and

. one seaport (under trust management).
Overview of Kaztemirtrans

JSC Kaztemirtrans (“Kaztemirtrans™) is a joint stock company organised under the laws of Kazakhstan
(“Kazakhstan™). Kaztemirtrans was initially registered with the Ministry of Justice of Kazakhstan on 21 October
2003 for an indefinite duration and was assigned business identification number 031040000572. As at 30 June
2017, Kaztemirtrans was the registered owner of the majority of the Group’s freight rail cars. As at 30 June 2017,
the total issued and outstanding share capital of Kaztemirtrans was 62,303,295 common shares, reflecting
KZT 67,726.9 million. All issued and outstanding common shares of Kaztemirtrans are held by the Company.

The legal address of Kaztemirtrans is located in the office building of JSC “National Company “Kazakhstan
Temir Zholy”, 10 Konaeva Street, 9-12 Floor, Esil District, Astana, 010000, Republic of Kazakhstan, and its
telephone number is +7 (7172) 93 02 76.



Overview of KTZFT

KTZFT (formerly JSC Lokomotiv) is a joint stock company organised under the laws of Kazakhstan. KTZFT’s
principal activity is railway freight transportation. KTZFT was registered with the Ministry of Justice on 14
October 2003 under the name JSC Lokomotiv for an indefinite duration and was assigned business identification
number 031040001799. At an extraordinary meeting of the Board of Directors of the Company, on 16 June 2016,
JSC Lokomotiv was renamed KTZFT. On 29 September 2017, the Government adopted Resolution No. 608
appointing KTZFT as the national carrier of goods and, accordingly, all necessary functions have been transferred
to KTZFT to allow it to be referred to as the national carrier of goods. As at 30 June 2017, KTZFT had a total
issued and outstanding share capital of 61,588,990 common shares, reflecting KZT 58,018.6 million. All issued
and outstanding common shares of KTZFT are held by the Company.

The legal address of KTZFT is located in the office building of JSC “National Company “Kazakhstan Temir
Zholy”, Office 416, 4th Floor, 6 Konaeva Street, Astana 010000, the Republic of Kazakhstan and its telephone
number is +7 (7172) 60 04 01.



OVERVIEW OF THE OFFERING

This overview does not purport to be complete and must be read as an introduction to this Offering Memorandum
and any decision to invest in the Notes should be based on a consideration of this Offering Memorandum as a
whole. Words and expressions defined in ““Terms and Conditions of the Notes™ shall have the same meanings in

this overview.
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TrUSTER....eeiie et
Principal Paying Agent.........cc.ccccvevvennnne.
Registrar and Transfer Agent................

U.S Paying Agent and U.S. Transfer

ISSUE PTICE oveiivieicveee et
ISSUE DAte .......oocvvviiieiie i,
Maturity Date .........cccooeivieniieiceeee,

Interest Rate......ccocceeeeeeviciiiiieee e,

Joint Stock Company “National Company “Kazakhstan Temir
Zholy”

Joint Stock Company “Kaztemirtrans” and Joint Stock Company
“KTZ-Freight transportation”

BNY Mellon Corporate Trustee Services Limited
The Bank of New York Mellon, London Branch
The Bank of New York Mellon SA/NV, Luxembourg Branch

The Bank of New York Mellon
U.S.$780,000,000 4.850% Guaranteed Notes due 2027

J.P. Morgan Securities plc and Renaissance Securities (Cyprus)
Limited.

J.P. Morgan Securities plc, JSC Halyk Finance, MUFG
Securities EMEA plc and Renaissance Securities (Cyprus)
Limited.

100.393% of the principal amount of the Notes.
17 November 2017
17 November 2027

The Notes will bear interest at the rate of 4.850% per annum from
and including 17 November 2017 to but excluding the Maturity
Date.

4.800%

Interest will be payable semi-annually in arrear on 17 May and
17 November in each year, commencing on 17 May 2018.

The Notes constitute the direct, general, unconditional,
unsubordinated and (subject to Condition 4(a) (Negative
Pledge)) unsecured obligations of the Issuer and rank and will
rank pari passu, without preference among themselves, with all
other unsecured and unsubordinated obligations of the Issuer,
from time-to-time outstanding, save for such obligations as may
be preferred by provisions of law that are both mandatory and of
general application.




The Guarantee...........ccocoeevrneerneierennns The Guarantee of the Notes is full and unconditional and will
constitute direct, general, unconditional, unsubordinated and
(subject to Condition 4(a) (Negative Pledge)) unsecured
obligations of each Guarantor and ranks and will rank pari passu,
without preference among themselves, with all other unsecured
and unsubordinated obligations of each Guarantor, from time-to-
time outstanding, save for such obligations as may be preferred
by provisions of law that are both mandatory and of general
application.

Cross Default ... The terms of the Notes will contain a cross default provision as
further described in Condition 13 (Events of Default).

Negative Pledge......cccccovvvniviivivnneeenenn, The terms of the Notes will contain a negative pledge provision
as further described in Condition 4(a) (Negative Pledge).

Certain Other Covenants............c..c....... The Notes will contain covenants relating to limitations on
changes in business and disposals of assets and limitations on
certain consolidations or mergers. See Condition 5 (Limitations
on Changes in Business and Disposals of Assets) and Condition
6 (Limitations on Merger or Consolidation).

Redemption for Taxation Reasons......... The Issuer may at its option redeem the Notes, in whole but not
in part, at their principal amount, plus accrued interest, in the
event of certain changes affecting taxation in Kazakhstan as
further specified in Condition 10(b) (Redemption for Tax
Reasons).

Make Whole Redemption and Optional

Redemption at Par ..........ccccoevvviviecnnn The Issuer may at its option redeem the Notes in whole but not
in part, in accordance with Condition 10(c) (Make-Whole
Redemption at the Option of the Issuer) and Condition 10(d)
(Optional Redemption at Par).

Redemption at Option of Noteholders...  Noteholders shall have the option, in the event of a Relevant
Event, to require the Issuer to redeem or purchase the relevant
Notes at par, plus accrued interest, as further specified in
Condition 10(e) (Redemption at the Option of the Noteholders).

TaXation ......coceiieiiie e All payments of principal and interest in respect of the Notes
(including payments by the Guarantor under the Guarantee) shall
be made free and clear of, and without withholding or deduction
for, any taxes, duties, assessments or governmental charges of
whatsoever nature imposed, levied, collected, withheld or
assessed by the Republic of Kazakhstan to the extent provided in
Condition 12 (Taxation). In the event that any such deduction is
made, the Issuer (or, as the case may be, the Guarantors) will,
save in certain limited circumstances provided in Condition 12
(Taxation), be required to pay additional amounts to cover the
amounts so deducted.




Use of Proceeds.........cccovveeeecreecieiieiiiennn, The net proceeds of the issue of the Notes, after deduction of the
total expenses related to the admission to trading and before
deduction of underwriting fees and expenses in connection with
the offering, expected to amount to approximately
U.S.$783,000,000, will be used to fund the purchase of any of
the Existing Notes, tendered and accepted for purchase in the
Tender Offer (as defined below) and the redemption of Existing
Notes remaining outstanding after the Tender Offer upon the
approval of the Mandatory Early Redemption (as defined below),
as well as the payment of any early consent fees in connection
therewith, all pursuant to the Tender Offer and Consent
Solicitation Memorandum (as defined below). See “Use of
Proceeds”.

Tender Offer and Consent Solicitation.. On 27 October 2017, pursuant to a tender offer and consent
solicitation memorandum dated 27 October 2017 (the “Tender
Offer and Consent Solicitation Memorandum?”), the Issuer
invited holders of the Existing Notes to: (i) tender any or all of
the Existing Notes held by them for purchase by the Company
for cash (the “Tender Offer”); and (ii) concurrently consent to
amend by extraordinary resolution the terms and conditions of
the Existing Notes to provide for mandatory early redemption of
the Existing Notes (the “Mandatory Early Redemption”), all
on the terms and subject to the conditions set forth in the Tender
Offer and Consent Solicitation Memorandum (the “Tender
Offer and Consent Solicitation”).

Form of the Notes........cccocevvvvvivevcicnnnn, Notes which are offered and sold in reliance on Regulation S will
be represented by beneficial interests in the Unrestricted Global
Note in registered form, without interest coupons attached, which
will be registered in the name of a nominee for, and shall be
deposited on or about the Issue Date with a common depository
for and in respect of interests held through Euroclear and
Clearstream, Luxembourg. Notes which are offered and sold in
reliance on Rule 144A will be represented by beneficial interests
in the Restricted Global Notes in registered form, without interest
coupons attached, which will be deposited on or about the Issue
Date with The Bank of New York Mellon, as custodian for, and
registered in the name of Cede & Co. as nominee for DTC. Notes
will be issued in denominations of U.S.$200,000 and integral
multiples of U.S.$1,000 in excess thereof. See Condition 1
(Form, Denomination and Title).

Interests in the Restricted Global Notes will be subject to certain
restrictions on transfer. See “Form of the Notes and Transfer
Restrictions”.

Beneficial interests in the Global Notes will be shown on, and
transfers thereof will be effected only through, records
maintained by DTC, Euroclear and Clearstream, Luxembourg
and their participants.

Except as described herein, certificates for Notes will not be
issued in exchange for beneficial interests in the Global Notes.




Listing and Clearing..........cccccoevvevevernennn,

Risk Factors

Application has been made to the Irish Stock Exchange for the
Notes to be admitted to the Official List and to trading on the
Global Exchange Market. In addition, application has been made
to list the Notes on the KASE. On 23 October 2017, the KASE
granted its consent to include the Notes in the “bonds” category
of the “debt securities” sector of the official list of the KASE. It
is expected that the KASE consent will come into effect on or
before 17 November 2017.

The Notes have been accepted for clearance through DTC,
Euroclear and Clearstream, Luxembourg with the following
ISIN, Common Code and CUSIP:

XS1713475132 / US48669DAA00
171347513 / 111730954
48669DAA0

The Notes and any non-contractual obligations arising out of or
in connection with them, will be governed by, and shall be
construed in accordance with, English law.

The offering and sale of Notes is subject to applicable laws and
regulations including, without limitation, those of the United
States, the United Kingdom and Kazakhstan. See “Subscription
and Sale”.

The Notes are expected to be rated Baa3 by Moody’s and BBB-
by Fitch. The Issuer’s current long-term rating by Moody’s is
Baa3 (stable outlook) and Fitch is BBB- (stable outlook).

A rating is not a recommendation to buy, sell or hold securities
and may be subject to revision, suspension or withdrawal at any
time by the assigning rating organisation.

Investing in the Notes involves a high degree of risk. See “Risk
Factors” beginning on page 6.




RISK FACTORS

Each of the Issuer and the Guarantors believes that the following factors may affect its ability to fulfil its
obligations under the Notes and the Guarantee, as applicable. Most of these factors are contingencies which may
or may not occur and none of the Issuer or the Guarantors is in a position to express a view on the likelihood of
any such contingency occurring.

In addition, factors which the Issuer and the Guarantors believe are material for the purpose of assessing the
market risks associated with the Notes are also described below.

Each of the Issuer and the Guarantors believes that the factors described below represent the principal risks
inherent in investing in the Notes, but the inability of the Issuer (or the Guarantors) to pay interest, principal or
other amounts on or in connection with the Notes may occur for other reasons and neither the Issuer nor the
Guarantors represent that the statements below regarding the risks of holding the Notes are exhaustive.
Prospective investors should also read the detailed information set out elsewhere in this Offering Memorandum
and reach their own views prior to making any investment decision.

Risk Factors Relating to the Group

The Group has historically received, and continues to rely on, support from the Government, which may be
delayed, reduced or discontinued.

The Group has historically received, and continues to rely on various forms of Government support, either directly
or through the Company’s sole shareholder, Samruk-Kazyna. Such support has historically included, among other
things, capital contributions, grants and subsidies, loans and bonds granted on concessional terms. The Group
relies on such support to finance its operations and fund capital expenditures both in respect of the expansion and
maintenance of its railway infrastructure and in the further development of its logistics business. For example, in
July 2016, the Group entered into an unsecured loan agreement with Samruk-Kazyna in an amount of KZT 5.5
billion for the purpose of funding the renewal of JSC Passenger Transportation’s rolling stock of passenger
coaches. In addition, between 2014 and 2016 the Group received concessional rate loans from Samruk-Kazyna in
an aggregate amount of KZT 33.3 billion to finance the renewal of JSC Passenger Transportation’s fleet of rolling
stock, including KZT 18.9 billion in 2014, KZT 8.86 billion in 2015 and KZT 5.5 billion in 2016. Between 2014
and 2016, the Group received capital contributions from Samruk-Kazyna of KZT 279.5 billion to finance major
infrastructure projects, including: KZT 105.5 billion for the construction of the Zhezkazgan — Beyneu railway
line, KZT 26.9 billion for the construction of the Arkalyk — Shubarkol railway line, KZT 6.7 billion for the
construction of the Borzhakty — Ersai railway line, KZT 27.7 billion for the construction of the Almaty — Shu
railway line, KZT 36.8 billion for the development of the “Khorgos-Eastern Gateway” SEZ free-economic zone,
KZT 29.1 billion for the construction of a ferry complex in the Kuryk port and KZT 42.5 billion for the
development of Astana railway junction, including the construction of a new railroad complex.

The Group also receives Government grants as compensation for certain passenger transportation tariffs that are
set at levels that are either low or not profitable. See “—The position of the Company as a monopoly and the
dominant entity, as well as the position of KTZFT as a member of the market of public importance, may result in
adverse interference in the Group’s operations.” The level of Government grants received by the Group changes
periodically. For the six months ended 30 June 2017, revenue from Government grants was KZT 8,549.9 million,
as compared to KZT 10,250.7 million for the corresponding period in 2016, reflecting a decrease of KZT 1,700.8
million, or 16.6%, primarily due to the transfer of a number of state-subsidised routes to private carriers. For the
year ended 31 December 2016, revenue from Government grants was KZT 22,528.8 million, as compared to
KZT 21,721.7 million for 2015, reflecting an increase of KZT 807.1 million, or 3.7%, primarily due to the
allocation of additional funds from the State budget, following changes to the composition of the passenger
transportation tariff.

The Government (either acting directly or through Samruk-Kazyna) has no obligation to provide financial support
to the Group, whether in the form of capital contributions, grants, loans or otherwise, and there can be no assurance
that the Group will continue to receive the same level of such support, if at all, that it has received to date. In
addition, there can be no assurance that Government support, if any, will be given in a timely fashion. Any delay
in the receipt of Government support may result in an inability of the Group to complete key capital expenditure
and investment projects on time, or at all.



If the Government delays, reduces or discontinues its financial support of the Group, whether through a delay,
reduction or discontinuation of capital contributions, grants or loans, it would have a material adverse effect on
the Group’s business, prospects, financial condition, cash flows or results of operations.

The Group’s results of operations and financial condition are influenced by general economic conditions in
Kazakhstan, which, in turn, are influenced by global economic conditions.

The Group’s results of operations are influenced by general economic conditions in Kazakhstan, which, in turn,
are influenced by global economic conditions. The Kazakhstan economy may be affected by market downturns
and economic slowdowns elsewhere in the world. Between 2014 and 2016, the Kazakhstan economy was
impacted by continuing low crude oil prices, as well as devaluations and depreciations of the Tenge against the
U.S. Dollar. The rate of GDP growth in Kazakhstan, according to statistics published by the Statistics Committee,
was 1.0% for 2016, 1.0% for 2015 and 4.1% for 2014. Partially as a result of the decline in GDP growth in 2015,
as compared to 2014, the Group’s revenue from freight transportation decreased by 15.4% to KZT 629,049.7
million in 2015 (as compared to KZT 743,243.1 million in 2014) and revenue from passenger transportation
decreased by 7.2% to KZT 71,787.3 million in 2015 (as compared to KZT 77,386.4 million in 2014). In 2016,
revenue from freight transportation increased by 9.4% to KZT 688,204.3 million and revenue from passenger
transportation increased by 11.6% to KZT 80,133.6 million. There can be no assurance that Kazakhstan’s
economy and, in turn, the Group’s freight transportation and passenger revenue will grow in future periods. If the
Kazakhstan economy ceases to grow or experiences further downturns and, as a result, demand for railway freight
transportation, and, to a lesser extent, passenger transportation services, declines, the Group’s revenue could be
adversely affected, which would have a material adverse effect on the Group’s business, prospects, financial
condition, cash flows or results of operations.

The Group is also affected by the movement of the Tenge against the U.S. Dollar, the Russian Rouble, the Swiss
Franc and other major currencies. See “—The Group is subject to foreign currency exchange rate risk, which the
Group has a limited ability to manage.”

Economic conditions in Kazakhstan are also dependent on a number of large economic projects and enterprises.
While the Group is not individually dependent on any one particular customer, a significant decline in freight
demand or failure to complete a large project by one or more of the Group’s major customers may nevertheless
have a material adverse effect on the Group’s results of operations. For example, SSGPO LLP, one of the Group’s
major customers, had previously announced its intention to transport up to 8.0 million tonnes per year of iron ore
to China, which the Group, in turn, expected to result in an increase in the Group’s transportation of iron ore.
However, as a result of the financial crisis and a decrease in demand for iron ore in the Xinjiang region of China,
SSGPO LLP’s exports have decreased to less than 1.0 million tonne per year. Transportation of iron ore accounted
for 15.3%, by volume, of the Group’s freight transportation in 2016.

Kazakhstan’s economy has in the past and may continue to be adversely affected by low commaodity prices,
particularly in respect of the oil and gas sector, as well as economic instability elsewhere in the world. See “—
The Group is subject to commaodity price risk, which the Group has a limited ability to manage.” Consequently,
the Government has promoted economic reform, inbound foreign investment and the diversification of the
Kazakhstan economy. Notwithstanding these efforts, weak demand in its export markets and low commaodity
prices, especially with respect to the oil and gas industry, may adversely affect Kazakhstan’s economy, which
could, in turn, have a material adverse effect on the Group’s business, prospects, financial condition, cash flows
or results of operations.

The Government, which indirectly controls the Company, may cause the Company to engage in business
practices that conflict with the Company’s commercial interests and the interests of the Noteholders.

The Group is the national transportation and logistics operator of Kazakhstan. The Government, through Samruk-
Kazyna, wholly-owns and controls the Company and, indirectly, the other members of the Group. As the
Government’s national management holding company, with the goal of supporting and diversifying Kazakhstan’s
economy, the interests of Samruk-Kazyna may differ significantly from the interests of the Noteholders, which
may cause the Group to engage or expand in business areas that may materially and adversely affect the Group’s
ability to operate on a commercial basis or may cause the Group to operate in a way that is inconsistent with the
best interests of the Noteholders. For example, the Group is required to provide certain passenger transportation
services, which are not profitable, and may in the future be required to provide other services that the Group may
not consider to be in its best commercial interests, but are for the public good. In addition, the Group could be



forced by the Government to engage in activities outside its core businesses or to acquire assets for its business
in transactions that are not on an arm’s length basis.

The Government may also impose on the Group other social duties, such as requiring it to construct social and
recreational infrastructure, engage in charitable activities and implement community development programmes.
For example, in July 2012, the Government directed the Group to construct a multi-functional ice arena in Astana
at the Group’s expense. The Group invested KZT 47.8 billion in the construction of this project. Following
completion, this arena was donated to the Mayor’s administration of Astana City in May 2017. Furthermore, the
Government imposes obligations and restrictions on the Group that limit the Group’s operations. Government
interference in the operations of the Group could have a material adverse effect on the Group’s business,
prospects, financial condition, cash flows or results of operations.

Although the Company and the Guarantors are indirectly controlled by the Government, the Company and the
Guarantors are each legal entities separate from the Government and agencies of the Government. Furthermore,
the boards of directors of the Company and each of the Guarantors include independent directors. The Notes, and
interest due or to become due in respect of the Notes, constitute obligations only of the Company and the
Guarantee constitutes obligations only of the Guarantors. The Notes and the Guarantee do not constitute
obligations of, nor are they guaranteed by, the Government or any agency thereof.

The Group is subject to commaodity price risk, which the Group has a limited ability to manage.

Kazakhstan is a major exporter of commodities, including oil, natural gas, steel, copper, ferroalloys, iron ore,
aluminium, coal, lead, zinc and wheat. Kazakhstan’s economy and the State budget particularly rely on fiscal
revenues from the export of oil products and are also significantly affected by imports of capital equipment and
foreign investments in oil sector infrastructure projects. In turn, the Group’s operations also rely on exports of
commodities, which are affected by demand and fluctuations in commaodity prices. International crude oil prices
have fluctuated widely in recent years in response to global supply and demand, general economic conditions,
competition from other energy sources and other factors, in particular as the Group does not conduct hedging
activities in respect of market fuel price increases. See “—Risk Factors Relating to the Republic of Kazakhstan—
Most of the Group’s operations are conducted, and a substantial part of its assets are located, in Kazakhstan;
therefore, the Group is largely dependent on the economic and political conditions prevailing in Kazakhstan”.

For the six months ended 30 June 2017 and 2016, and in 2016, 2015 and 2014, fuel and lubricants accounted for
12.1%, 10.0%, 11.0%, 10.7% and 15.1%, respectively, of the Group’s total cost of sales. In particular, the Group
purchases diesel fuel, the price of which can be subject to significant fluctuations, for its locomotives. The Group
purchases diesel fuel and other types of fuel and lubricants, primarily through open tenders held in accordance
with the procurement procedures established by Samruk-Kazyna. Although, the Group usually holds procurement
tenders at the beginning of a calendar year on fixed price terms (with the flexibility to decrease such price if
market prices decrease), any material increase in the price of diesel fuel or other types of fuel and lubricants used
by the Group could have a significant impact on the Group’s cost of sales and, in turn, on the Group’s
transportation and locomotive haulage services. International, political and economic circumstances and a number
of other circumstances affect fuel prices and supplies. If a fuel supply shortage were to arise, higher fuel prices
could also result. There can be no assurance that the Group will be able to enter into sufficient flexible
procurement or hedging arrangements to protect against commaodity price risk in the future. A significant increase
in fuel prices could have a material adverse effect on the Group’s business, prospects, financial condition, cash
flows or results of operations.

The Group includes the cost of fuel in the tariff calculations it submits to the Natural Monopoly Committee (as
defined below) for approval. All of the Group’s freight tariffs are subject to the approval of the Natural Monopoly
Committee, except for transit tariffs. Any increases or changes in the approved tariffs are subject to regulatory
approval and applied after approval has been received, while the cost of fuel may change more frequently. Because
of this timing difference between the changes in fuel prices and any approval by the Natural Monopoly Committee
to increase tariffs, the Group may generally be unable to pass along increased fuel costs to its customers, at least
on a timely basis.
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The Group is subject to foreign currency exchange rate risk, which the Group has a limited ability to manage.

The Group is exposed to foreign currency exchange rate risk on selected receivables, payables and borrowings
that are denominated in currencies other than the Tenge. The currencies in which these transactions are
denominated are primarily the U.S. Dollar, Russian Rouble, Euro, Swiss Franc and Japanese Yen. In addition, the
Group receives a portion of its transit-related revenue in Swiss Francs. The Group’s principal exchange rate risk
involves changes in the value of the U.S. Dollar relative to the Tenge and, to a lesser extent, relative to the Swiss
Franc, the Russian Rouble and other currencies.

Since the NBK adopted a floating rate exchange policy for the Tenge in April 1999, the Tenge has fluctuated
significantly and the NBK has adopted a number of exchange rate policies. The Tenge had generally appreciated
in value against the U.S. Dollar over the previous decade until its devaluation by the NBK in February 2009. In
February 2009, the NBK established a trading band of KZT 150: U.S.$1.00 +/- 3%. This trading band was
widened in February 2010, and set at an asymmetric KZT 150/U.S.$1.00 +10/-15%. In February 2011, the trading
band was officially abolished, and the formal exchange rate arrangement was changed from a pegged exchange
rate within horizontal bands to a managed floating exchange rate regime. On 11 February 2014, the NBK devalued
the Tenge by 18.3% against the U.S. Dollar to KZT 184.50 per U.S.$1.00, stating that such devaluation was made
in light of the situation in the global financial and commodity markets and the depreciation of the Russian Rouble
in 2013 and 2014, as well as the overall situation in the global financial and commodity markets. In September
2014, the NBK re-established the trading band at KZT 170-188: U.S.$1.00. In August 2015, the NBK announced
the adoption of a free-floating exchange rate and medium-term inflation targeting policy, which resulted in a
26.2% depreciation against the U.S. Dollar. As at 30 June 2017, the official KZT/U.S.$ exchange rate reported
by the NBK was KZT 321.46 per U.S.$1.00, as compared to KZT 333.29 per U.S.$1.00 as at 31 December 2016,
KZT 339.47 per U.S.$1.00 as at 31 December 2015 and KZT 182.35 per U.S. $1.00 as at 31 December 2014. As
at 26 October 2017, the official KZT/U.S.$ exchange rate reported by the NBK was KZT 332.94 per U.S.$1.00.

The devaluations and depreciations of the Tenge resulted in reduced access to capital, a higher cost of capital,
increased inflation, the recording of large foreign exchange losses and uncertainty regarding economic growth.
Such foreign exchange fluctuations have had, and if they continue, are expected to continue to have a material
adverse effect on the Group’s financial position, cash flows and results of operations. See “—Risk Factors
Relating to the Republic of Kazakhstan—Further devaluations of the Tenge or the adoption of a new currency
exchange policy could have an adverse impact on the Group and Kazakhstan’s public finances and economy”.

As at 30 June 2017 and 31 December 2016, 2015 and 2014, 53.8%, 64.8%, 66.7% and 58.9%, respectively of the
Group’s borrowings and debt securities were denominated in U.S. Dollars. Accordingly, any devaluation of the
Tenge against the U.S. Dollar has resulted, and in the future would result, in increased foreign exchange losses
for the Group. By way of example, for the year ended 31 December 2016, the Group recorded (on its consolidated
statement of profit or loss and other comprehensive income) a foreign exchange gain (excluding discontinued
operations) of KZT 20,863.3 million, as compared to a foreign exchange loss of KZT 450,997.7 million for 2015.

In particular, the Group is also subject to exchange rate fluctuations in the KZT/RUB exchange rate as a result of
borrowings denominated in Russian Roubles. In particular, in June 2017, KTZ Finance, a special purpose vehicle
(“SPV?”), issued its RUB 15.0 billion 8.75% Notes due 2022, guaranteed by the Company, which has increased
the Group’s exposure to any future devaluation of the Tenge against the Russian Rouble. As at 30 June 2017, the
official KZT/RUB exchange rate reported by the NBK was KZT 5.45 per RUB 1.00, as compared to KZT 5.43
per RUB 1.00 as at 31 December 2016, KZT 4.65 per RUB 1.00 as at 31 December 2015 and KZT 3.17 per RUB
1.00 as at 31 December 2014. As at 26 October 2017, the official KZT/RUB exchange rate reported by the NBK
was KZT 5.78 per U.S.$1.00.

There can be no assurance that there will not be further devaluation of the Tenge, which could be significant, and,
because most of the Group’s consolidated total borrowings are denominated in U.S. Dollars and, to a lesser extent,
Russian Roubles, a devaluation of the Tenge against such currencies would have a net negative impact on the
Group’s financial condition and results of operations. The Group does maintain a portion of its cash in U.S. Dollars
in order to partially offset foreign currency gain or loss on its borrowings denominated in U.S. Dollars; however,
these reserves may be insufficient to offset fully foreign currency loss.

The Group generates Swiss Franc-denominated revenue from its freight transit tariffs based on the CIS Tariff

Agreement (as defined below). For the six months ended 30 June 2017, the share of revenue from transit
transportation denominated in Swiss Francs was 30%, as compared to 35% in the corresponding period in 2016,
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and, for the year ended 31 December 2016, the share of revenue from transit transportation denominated in Swiss
Francs was 34%, as compared to 28% in 2015 and 25% in 2014. For the six months ended 30 June 2017, 26% of
the Group’s total revenue was denominated in Swiss Francs, as compared to 31% in the corresponding period in
2016. For the year ended 31 December 2016, 31% of total revenue was denominated in Swiss Francs, as compared
to 25% in 2015 and 21% in 2014. Accordingly, fluctuations in the Tenge/Swiss Franc exchange rate may affect
the Group’s consolidated results of operations and any change in the value of the Tenge against the Swiss Francs
will result in an increase or decrease in the Group’s revenue, as the case may be. As at 30 June 2017, the official
KZT/CHF exchange rate reported by the NBK was KZT 336.49 per CHF 1.00, as compared to KZT 328.14 per
CHF 1.00 as at 31 December 2016, KZT 342.45 per CHF 1.00 as at 31 December 2015 and KZT 184.64 per CHF
1.00 as at 31 December 2014. As at 26 October 2017, the official KZT/CHF exchange rate reported by the
NBK was KZT 335.19 per U.S.$1.00. On occasion, the Group may look to hedge its foreign currency exposure.
In June 2014, the Group also issued Swiss Franc-denominated Eurobonds, which are admitted to trading on the
SIX Swiss Exchange and the KASE and are used as hedging instruments. There can be no assurance, however,
that such measures will be sufficient to hedge all fluctuations in the KZT/CHF exchange rate.

There can be no assurance that the Group will have the ability to, or choose to, enter into sufficient hedging
arrangements, or enter into hedging arrangements at all, to protect against foreign currency exchange rate risk in
the future. If the Tenge were to experience a further significant devaluation or depreciation relative to the U.S.
Dollar or other currencies, it would have a material adverse effect on the Group’s business, prospects, financial
condition, cash flows or results of operations.

Railway transportation may be subject to increasing competition from other modes of freight transportation,
and the Group may be subject to increasing competition from other transportation and logistics companies.

Although rail transportation is the leading mode of freight transportation in Kazakhstan, rail services are subject
to increasing competition from other types of transportation. According to data published by the Statistics
Committee, in 2016 and 2015, total freight turnover in Kazakhstan by type of transportation was: (i) 239.0 billion
tonne-kilometres 46.3% and 239.8 billion tonne-kilometres (46.4%), respectively, by railway; (ii) 114.5 billion
tonne-kilometres (22.1%) and 115.4 billion tonne-kilometres (21.1%), respectively, by pipeline; (iii) 163,262.7
million tonne-kilometres (31.5%) and 161,864.7 million tonne-kilometres (29.6%), respectively, by road; (iv)
1,772.2 million tonne-kilometres (0.3%) and 1,597.6 million tonne-kilometres (0.3%), respectively, by water; and
(v) 42,903.5 thousand tonne-kilometres (0.01%) and 42,699.9 million tonne-kilometres (0.01%), respectively, by
air.

Although the Group is the national transport and logistics operator, the Company’s primary business is its railway
transportation business. Accordingly, the Group faces its greatest competition in the transport of oil and oil
products from the development of pipelines in Kazakhstan and countries that border Kazakhstan, as pipeline
transportation is more cost efficient than rail transportation in transporting crude oil. For example, the expansion
of the Caspian Pipeline Consortium pipeline (the “CPC Pipeline”) in 2015 resulted in volumes of crude oil
produced by TCO LLP that were previously transported by the Company being transported through the CPC
Pipeline. Primarily as a result of this, transportation of crude oil, as a percentage of the Group’s total revenue
from freight transportation tariffs, decreased from 6% in 2014 to 3% in 2015 and 1% in 2016. Transportation of
oil and oil products accounted for approximately 23% of the Group’s total revenue from freight transportation
tariffs in 2016.

While freight turnover by road decreased by 1.9% of total transportation in 2016, compared to 2015, the
Government is developing Kazakhstan’s highway infrastructure to foster short- and medium-distance truck
transportation. While most of these initiatives are long-term projects, should they succeed, the level of competition
in the transportation industry could significantly increase.

In addition, although private companies must pay the Group for access to Kazakhstan’s mainline railway network,
these private companies are able to compete with the Group by contracting their railcars and containers for freight
transportation. Many of these private companies are affiliated with the Group’s existing customers and could,
over time, provided there is open access to the mainline railway network, reduce such customers’ reliance on the
Group’s railcars.
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If other modes of transportation become more competitive with rail transportation or if private companies increase
their share of the freight transportation market, it could have a material adverse effect on the Group’s business,
prospects, financial condition, cash flows or results of operations.

Maintenance, modernisation and upgrades of the Group’s railway and logistics infrastructure requires
continuing funding.

Historically, the Group’s railway infrastructure and related assets had generally not been sufficiently developed,
maintained or modernised since the break-up of the Soviet Union in the early 1990s. While the Group has
undertaken upgrades and modernisation of locomotives and rolling stock to reduce the average life of such
infrastructure to 14.4 years old (with regulated useful lives of 22 to 40 years for locomotives and rolling stock
(depending on type)), the Group must continue to dedicate significant levels of capital expenditure to maintain its
locomotives and rolling stock. In addition, the Group lacks adequate storage capacities at cargo terminals and
warehouses at certain key rail cities in Kazakhstan; and the Group has insufficient capacity to efficiently transfer
the high volume of freight crossing into and from China at the Dostyk station, where freight must be transferred
between railcars equipped to travel on Kazakhstan’s railroads and railcars equipped to travel on China’s railroads,
which are not the same gauge, or width, as railroads in Kazakhstan. Although a new Altynkol station located at
the Kazakhstan-China border was commissioned in December 2012, and is expected to attract certain freight
flows coming from China to relieve load of Dostyk station, it is not currently fully operational due to insufficient
supporting infrastructure pending development of the SEZ Khorgos (as defined below). Additionally, the Group
has in the past experienced delays in transporting coal to Russia as a result of having too few freight wagons
available and has had to transfer freight wagons from other parts of Kazakhstan. There have also been instances
where inadequate maintenance of track superstructure has resulted in accidents. Between 2012 and 30 June 2017,
there were four safety violations, classified as significant accidents, which occurred as a result of inadequate
maintenance of track superstructure, including a train derailment in February 2017 in the Pavlodar division of the
mainline network due to a track unit fault. Such accidents may increase the expenditures required to maintain and
repair the Group’s infrastructure.

In addition, the Group is required to make significant capital expenditures in connection with the further
development of its logistics business. Such capital expenditure projects include the construction of a ferry complex
at Kuryk port and development works at the “Khorgos-Eastern Gateway SEZ free-economic zone on the border
with China. See “Management’s Discussion and Analysis of Results of Operations and Financial Condition of the
Group—Liquidity and Capital Resources—Capital Expenditure”.

The Group intends to invest a significant amount over the next several years to maintain, develop and modernise
its railway infrastructure, as well as to develop its logistics business in line with Government programmes and
initiatives.

Modernisation and expansion projects are capital-intensive and may be possible only in favourable market
conditions or with the support of the Government. For example, following the devaluation of the Tenge in 2015,
the Group chose to postpone a number of its planned capital expenditure projects. In recent years, however, as a
result of Government support and the Group’s financial and economic policy, the amount of investments into
renewal and modernisation of infrastructure and rolling stock and the construction of infrastructure has
consistently increased. As a result of requirements to upgrade and construct infrastructure and rolling stock, in
line with the Government’s Infrastructure Development Programme, the Group’s capital expenditure was
KZT 304.6 billion for the year ended 31 December 2016 and KZT 312.3 billion for the year ended 31 December
2015. For the six months ended 30 June 2017, the Group’s capital expenditure was KZT 106.1 billion, as compared
to KZT 77.3 billion for the six months ended 30 June 2016. KTZFT’s capital expenditure was KZT 39.8 billion
for the year ended 31 December 2016 and KZT 2.5 billion for the six months ended 30 June 2017. In addition,
the implementation of maintenance and modernisation projects involves many potential risks and uncertainties,
including interruptions resulting from the unavailability of locomotives, rolling stock and parts, inclement
weather, unforeseen engineering difficulties, environmental and geological problems and unanticipated cost
increases and claims, any of which could give rise to delays or cost overruns. For example, the Kuryk port and
the Almaty-Shu secondary railway line construction projects have each been subject to increased costs and
construction delays, as compared to the initial construction agreements. See “Management’s Discussion and
Analysis of Results of Operations and Financial Condition of the Group—Liquidity and Capital Resources—
Capital Expenditure™.
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For the year ended 31 December 2016, 44% and 15% of cash paid for capital expenditures were funded by sources
obtained from the Government and from financial institutions, respectively, as compared to 35% and 11%,
respectively, in 2015. For the six months ended 30 June 2017, 11% and 9% of cash paid for capital expenditures
were funded by sources obtained from the Government and from financial institutions, respectively, as compared
to 28% and 21% of in the corresponding period of 2016.

While the Group currently receives financial support from Samruk-Kazyna and the Government, there can be no
assurance that the Group will be able to obtain any such support in the future and that it will have access to
sufficient financing on acceptable terms, or at all. See “—The Group has historically received, and continues to
rely on, support from the Government, which may be delayed, reduced or discontinued.” There can be no
assurance that market conditions will be favourable or that the Group will be able to continue to obtain, from the
Government or other sources, financial support sufficient to continue its maintenance and modernisation projects.
If the Group is unable to obtain such financial support and conduct the necessary maintenance, development and
modernisation of the railway system and related infrastructure, as well as the continued development of its
logistics business, the Group’s operations may be adversely affected by equipment failures and accidents
attributable to poor conditions of the railway system and related infrastructure, and planned capital investment
projects may not be completed.

The Group has historically experienced liquidity problems.

Liquidity is a measure of the Group’s ability to generate adequate amounts of cash to meet both current and future
obligations as they mature and to provide for planned capital expenditures. In order to have a complete picture of
the Group’s liquidity, its statement of financial position, sources and uses of cash flow and external factors should
be reviewed.

The Group’s cash requirements for operations and capital expenditures are significant and the Group’s sources of
cash include revenue primarily from freight and passenger transportation and Government grants. Historically,
primarily as a result of deteriorating economic conditions, the Group experienced liquidity problems and curtailed
capital expenditures, and discontinued or delayed certain development projects. In addition, the Group’s ability
to comply with its financial covenants was significantly impacted by the devaluation of the Tenge in 2015 and the
Group was required to seek waivers for non-compliance with covenants from certain lenders in each of 2015,
2016 and the six months ended 30 June 2017. See “—The Group’s operations may be restricted by its loan
covenants and failure to comply with such covenants could have a material adverse effect on the Group”. The
Company also postponed certain capital expenditure projects as a result of the Tenge devaluation. As at 30 June
2017, the Group’s current assets were KZT 429,360.1 million (as compared to KZT 376,452.5 million as at 31
December 2016 and KZT 294,234.3 million as at 31 December 2015), while its current liabilities were
KZT 516,093.0 million (as compared to KZT 514,373.9 million as at 31 December 2016 and KZT 432,090.9
million as at 31 December 2015). Accordingly, the Group’s current liabilities exceeded its current assets by KZT
86,732.9 million as at 30 June 2017, KZT 137,921.4 million as at 31 December 2016 and KZT 137,856.6 million
as at 31 December 2015. See “—The Group’s auditors have identified the Group’s ability to operate as a going
concern as a key audit matter.” Although the Company’s current liquidity ratio has improved since December
2015, it remains below 1. If the economy were to contract in the future and revenue of the Group were to decrease,
the Group may be unable to meet its working capital requirements and could result in further covenant breaches,
which could have a material adverse effect on the Group’s business, prospects, financial condition, cash flows or
results of operations. The occurrence of such circumstances could also adversely impact the ability of the
Guarantors to meet their obligations under the Guarantee.

The position of the Company as a monopoly and the dominant entity, as well as the position of KTZFT as a
member of the market of public importance, may result in adverse interference in the Group’s operations.

The Group’s business activities are subject to regulation by the Government. As Kazakhstan’s national railway
company, the Company has a monopoly over Kazakhstan’s mainline railway network. KTZFT is a member of
the market of public importance in the sphere of freight transportation by rail. Accordingly, both the Company
and KTZFT are regulated by the Committee for Regulation of Natural Monopolies, Protection of Competition
and Consumers (the “Natural Monopoly Committee”). The Natural Monopoly Committee regulates the
activities of the Company and KTZFT by establishing tariffs for domestic, import and export freight transportation
on the mainline railway network, as well as tariffs for inter-regional, intercity and suburban passenger
transportation. In determining tariffs, the Natural Monopoly Committee considers a range of factors, including
the income and investment needs of the Group. However, the Government’s tariff setting policies may not be
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transparent and the Government, through the Natural Monopoly Committee, may use tariff-setting as a means of
supporting public policy initiatives in other sectors of the economy or otherwise to further Government policy
without regard to its impact on the Group. For example, the provision of passenger rail services in Kazakhstan is
considered a social responsibility of the rail operator and, accordingly, tariffs are kept artificially low to ensure
affordable passenger rail services to all members of the public. As a result, the revenue generated from passenger
operations services has historically been insufficient to meet the operational costs of these services and the Group
is reliant on Government grants to support its passenger transportation business. See “—The Group has
historically received, and continues to rely on, support from the Government, which may be delayed, reduced or
discontinued” and “Management’s Discussion and Analysis of Results of Operations and Financial Condition—
Factors and Trends Affecting Financial Condition and Results of Operations—Tariffs and Government Grants”.
The Group is also required to engage in certain freight transportation deemed to be in the public interest even if
the provision of such services cannot be done profitably. See “—The Government, which indirectly controls the
Company, may cause the Company to engage in business practices that conflict with the Company’s commercial
interests and the interests of the Noteholders.”

If the Natural Monopoly Committee establishes tariffs on one or more of the Group’s services that are insufficient
to cover the costs of the Group’s provision of such services, or if tariff rates established by the Natural Monopoly
Committee are at levels which do not meet the Group’s budget, and the Group does not receive other support from
the Government to offset the effects of such tariffs, the Group could experience a reduction in liquidity and, as a
result, may be unable to meet its current and future obligations as they mature or provide for planned capital
expenditures, including implementing the development strategy for 2015-2025, which was adopted by the
Company’s Board of Directors in November 2015 and subsequently amended in February 2016 (as amended, the
“Development Strategy”). Moreover, other circumstances may arise in the future in which it would be in the
commercial interests of the Group to discontinue an unprofitable service and the Group may not be permitted to
do so by the Government, which would mean that the Group would have to continue to provide the service at a
loss to the Group, which could, in turn, have a material adverse effect on the Group’s business, prospects, financial
condition, cash flows or results of operations.

As each of the Company and KTZFT are subject to Government oversight, the Government may interfere with
their respective operations, which could result in a material adverse effect on their respective businesses,
prospects, financial conditions, cash flows or results of operations.

The Group’s operations may be restricted by its loan covenants and failure to comply with such covenants
could result in a material adverse effect on the Group.

The Group is obliged to comply with various affirmative and negative covenants and restrictions contained in its
financing arrangements. In addition, its own internal policies for compliance with such covenants and restrictions
may be stricter than required under such covenants and restrictions. While the specific provisions of the relevant
financing arrangements vary, the covenants generally include restrictions on the ability of Group members
implementing any material change to the scope or nature of their respective businesses, entering into mergers,
consolidations or reorganisations, encumbering assets and completing certain sales, transfers and dispositions of
properties in excess of a specified value or which are essential to the conduct of its business. The Group may also
be limited in incurring capital expenditures greater than specified amounts and in incurring additional
indebtedness or guaranteeing the indebtedness of third parties without the prior approval of the relevant lender.

In addition to imposing affirmative and negative obligations regarding the conduct of the business of members of
the Group, existing loan and guarantee agreements and other debt instruments require that the Group company
subject to the agreement maintain on an ongoing basis or periodically satisfy as at particular dates certain financial
tests. The most restrictive of these financial ratio tests requires the maintenance of a ratio of Group EBITDA
(calculated as profit from continuing operations before taxation, finance costs, finance income and depreciation
and amortisation, but after taking into account any material devaluation of the Tenge (which is accounted for as
an extraordinary item)) to finance costs of 2.0 or more, a ratio of adjusted debt to equity of 0.75 or less, and a ratio
of adjusted debt to Group EBITDA of 3.75 or less, with compliance computed using the definitions contained in
the relevant loan and guarantee agreements. In addition, the Debt and Financial Stability Management Policy
issued by Samruk-Kazyna sets the following key financial stability ratios: (i) debt to Group EBITDA of less than
or equal to 3.50; (ii) Group EBITDA to interest expense of greater than or equal to 3.50; and (iii) debt to equity
of less than or equal to 0.75. As a result, the Group’s operations may be restricted. The Notes will also contain
covenants that place certain limitations on the Group, including, inter alia, limitations on changes in business, the

15



disposal of property and limitations on mergers and consolidations with other legal entities, as well as a cross
default provision.

The Group’s ability to comply with its financial covenants was significantly impacted by the devaluation of the
Tenge in 2015, which, in particular, resulted in a significant increase in the Group’s adjusted debt to Group
EBITDA ratio. See “Selected Financial Information and Operating Data”. In each of 2015, 2016 and the six
months ended 30 June 2017, the Company agreed consecutive one-time amendments or waivers with certain of
its creditors in respect of projected non-compliances with the financial covenants set out in its loan and guarantee
agreements. See “Management’s Discussion and Analysis of Results of Operations and Financial Condition—
Liquidity and Capital resources—Borrowings”. Certain of the amendments or waivers cover the period only until
31 December 2017 and will have to be extended or renewed thereafter in respect of any projected future non-
compliances. The Group is proactively working to achieve compliance with the ratios set out in its loan and
guarantee arrangements, as well as those specified in the Samruk-Kazyna Debt Financial Stability Management
Policy, and has approached certain lenders to negotiate changes to its covenant package, or to extend or obtain
new amendments or waivers, in respect of any projected future non-compliances. There can be no assurance,
however, that the Group will be able to comply with the covenants and restrictions set out in its loan and guarantee
agreements and, if not, that it will be able to extend or obtain new amendments or waivers for projected non-
compliances that may be required from time-to-time or on a repeated basis in the future. If the Group fails to
extend or obtain any required amendment or waiver, the relevant Group borrower would be in breach of the
applicable loan or guarantee agreement. Moreover, any such breach would likely trigger cross default provisions
in the Group’s financing agreements (including the Notes offered hereby) and any such default would permit the
Group’s lenders and other creditors to accelerate some or all of the Group’s debt, which could, in turn, require the
Group to restructure or refinance its outstanding indebtedness. There can also be no assurance that the Group
would be able to complete any such required restructuring or refinancing. Any of the foregoing could have a
material adverse effect on the Group’s business, prospects, financial condition, cash flows or results of operations.

Each of the Group and the railway industry in Kazakhstan has undergone and is continuing to undergo
restructuring, which will require the Group to adapt and will likely result in a more competitive environment.

The Government has been actively reforming the railway industry in Kazakhstan since 1997. As the national
transport and logistics operator, the Company implements Government initiatives and programmes aimed at
developing the transport and logistics sector in Kazakhstan. The Development Strategy aims to transform the
Group from a group of railway companies to a transport logistics group through, among other aims: (i) developing
domestic market sales; (ii) increasing rail car utilisation; (iii) developing container transit; (iv) improving
passenger transportation efficiency; (v) improving operational efficiency; (vi) launching a “project office”;
(vii) promoting liberalisation of the rail industry and changes to the Government’s regulatory system; and (ix)
utilising China’s support for transit via Kazakhstan. The Development Strategy was updated in February 2016 to
include , inter alia, additional strategic initiatives, such as the implementation of digital rail programmes and debt
management initiatives.

The aim of the Development Strategy is to build a more efficient organisational structure to enhance the
commercial and operational performance of the Group, in order that it can compete effectively in the more
competitive environment being fostered by the Government as part of the overall reform of the Kazakhstan
transportation and logistics sector.

Reforms of the railway industry and transportation and logistics sector in Kazakhstan, together with
implementation of the Development Strategy, will require further significant changes to the structure of the
Group, including the transfer or contribution of assets among members of the Group in furtherance of the
reorganisation of operations and functional responsibilities and privatisation of certain business lines or
operations. See also “—The Government, which indirectly controls the Company, may cause the appointment or
removal of members of the Company’s management team or require the Company to privatise certain of its
assets.”

In addition, it is possible that the Group may find it necessary to alter the services that it offers in response to
developments that come about as a result of the significant changes that are expected to take place within
Kazakhstan’s railway industry and transportation and logistics sector as a result of the more competitive
environment.
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The success of the Development Strategy will depend on the Group’s ability to restructure its businesses
effectively, to adapt its management structure and managerial personnel to reflect the significant changes in its
operational structure and to implement cost efficiency measures. If the Group is not able to implement these
restructuring measures or adapt to new circumstances that result from reforms in the railway industry and
transportation and logistics sector or the implementation of the Development Strategy, it may result in disruptions
and difficulties in the Group’s operations and increases in operating expenses, any of which could have a material
adverse effect on the Group’s business, prospects, financial condition, cash flows or results of operations.

In addition, the timing of the implementation of the Development Strategy, as well as the Group’s ability to
implement the Development Strategy successfully, are subject to a number of other factors beyond the control of
the Group, including the Group’s ability to take actions that require the involvement or approval of the
Government or the consent of certain of the Group’s creditors. Failure to obtain any such approvals or consents
could delay or otherwise hinder the Group’s ability to restructure its business and, consequently, its ability to run
its business and compete effectively. If the Group is unable to compete effectively as a result of these or other
factors, it could have a material adverse effect on the Group’s business, prospects, financial condition, cash flows
or results of operations.

The Government, which indirectly controls the Company, may cause the appointment or removal of members
of the Company’s management team or require the Company to privatise certain of its assets.

The Group is the national transportation and logistics operator of Kazakhstan. The State, through Samruk-Kazyna,
indirectly wholly owns the Company and, therefore, is in a position to appoint and remove, or influence the
appointment and removal of, the members of management of the Company and its subsidiaries. According to the
Company’s Charter, while the Board of Directors of the Company is responsible for appointing the members of
the Management Board, including the Chairman of the Management Board, this is subject to the approval of
Samruk-Kazyna as sole shareholder. Since July 2002, the Company has been included in the list of national
holdings, companies, development institutions and state higher educational institutions of which only the Prime
Minister may (or at least only with his agreement) appoint or dismiss the chief executive officer or president of
the relevant company. In addition, as at the date of this Offering Memorandum, four of the eight members of the
Company’s Board of Directors representatives of the Government or Samruk-Kazyna and the Chairman of the
Board of Directors is the First Deputy Prime Minister of Kazakhstan.

In September 2015, the Government announced plans to launch a new, large-scale privatisation programme. On
30 December 2015, the Government issued Decree Ne 1141, which sets out the Government’s “Complex
Privatisation Plan” to be implemented between 2016 and 2020 (the “2016 Complex Privatisation Plan”). The
2016 Complex Privatisation Plan includes a list of national companies and subsidiaries of national companies,
including certain of the Company’s subsidiaries, which have been identified as companies to be privatised. As at
the date of this Offering Memorandum, the Group has sold interests in 12 companies pursuant to the 2016
Complex Privatisation Plan, including, among others, JSC Lokomotiv Kurastyru Zauyty, KTZE — Khorgos
Gateway LLP, Temir Zhol Electrification LLP, Bas Balkhash LLP. The Company has announced its intention to
sell interests in a further five companies in 2017, including, JSC Transtelecom, Elektrovoz Kurastyru Zauyty,
Tulpar Talgo LLP, Aktau Marine North Terminal LLP and JSC VostokMashZavod, as well as certain assets under
trust management, including Aktau International Sea Commercial Port National Company JSC and JSC Aktobe
International Airport.

The 2016 Complex Privatisation Plan and a resolution of the Board of Directors of the Company dated 11 February
2016 sets forth a list of companies to be privatised and certain companies to be sold as a matter of priority,
including the proposed sale of up to 75% minus one share of Kaztemirtrans and JSC Passenger Transportation.
As at the date of this Offering Memorandum, however, it is the Company’s view that Kaztemirtrans and JSC
Passenger Transportation may be excluded from the list of companies to be privatised as a result of the low
investment potential of both companies. See “Business of the Group—Ongoing Restructuring and Initiatives—
Restructurings and privatisations”. Thirty-seven Group companies are also identified as to be sold, reorganised
or liquidated. The method and timing of any such disposals have not yet been agreed and will be subject to review
and consultation with independent consultants. There can be no assurance, however, as to the terms on which any
such disposals will take place, if at all. Such privatisations may result in reduced dividends being paid to the
Company, which, in turn, may have a material adverse effect on the Group’s business, prospects, financial
condition, cash flows or results of operations.
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A potential initial public offering by Samruk-Kazyna of a minority stake in the Company (not to exceed 49%) is
also contemplated by the Government’s 2016 Complex Privatisation Plan, although the terms and timing of any
such offering have not been finalised. On 17 October 2016, the State Committee on Modernisation of Economy
of Kazakhstan, chaired by the Prime Minister of Kazakhstan, concluded that any privatisation of the Company
should not take place before 2020. There can be no assurance as to the effect of such initial public offering would
have on the Group’s business, prospects, financial condition, cash flows or results of operations.

The Group’s auditors have identified the Group’s ability to continue as a going concern as a key audit matter.

The Financial Statements included elsewhere in this Offering Memorandum have been prepared on a going
concern basis. In assessing its going concern basis, Management has considered the Group’s financial position,
expected future performance, borrowings, available credit facilities and capital expenditure commitments, tariffs,
currency exchange rates and other risks facing the Group. As at 31 December 2016, the Group’s current liabilities
exceeded its current assets by KZT 137,921.4 million and, as at 30 June 2017, the Group’s current liabilities
exceeded its current assets by KZT 86,732.9 million. Historically, the Group has financed large investment and
capital expenditure projects through capital contributions from the Government and external borrowings, in
addition to cash flows from operating activities. As at 30 June 2017, KZT 181,359.0 million of the Group’s
borrowings were payable within 12 months. The Group’s loans and borrowings include certain financial
covenants, non-compliance with which may result in such loans and borrowings becoming payable on demand
and potentially, through the triggering of cross-default provisions in other agreements, resulting in additional loans
and borrowings becoming due and payable. In each of 2015, 2016 and the six months ended 30 June 2017, the
Company agreed one-time waivers with certain of its creditors in respect of non-compliances with the financial
covenants set out in its loan and guarantee arrangements. See “—The Group’s operations may be restricted by its
loan covenants and failure to comply with such covenants could have a material adverse effect on the Group”.

The Group has estimated its need for cash, including for the repayment of borrowings and its development plans.
After making appropriate enquiries with respect to such matters, Management has considered that the Group has
adequate resources to continue in operational existence and settle its liabilities and that the going concern basis is
appropriate in preparing the Group’s Financial Statements.

In connection with the audit of the 2016 Financial Statements, the Group’s auditors identified the Group’s going
concern basis as a key audit matter, performing additional procedures primarily focused on a critical evaluation
of key assumptions made by Management and its plans to settle current liabilities. These procedures included,
inter alia, examining the classification of assets and liabilities, analysing events and conditions (including
financial and operating events and conditions) that could cast doubt on the Group’s ability to continue as a going
concern, analysing Management’s evaluation of going concern principles and plans to settle current liabilities,
examining the reliability and reasonableness of data and assumptions applied in preparing forecasted cash flows,
including consistency of input data to other tests, such as impairment, actuarial valuation and hedge effectiveness
testing, analysing possible scenarios with respect to forecasts, which affect the liquidity of the Group and its
ability to settle its obligations, including the ability of the Group to generate a sufficient level of cash flows from
operating activities to serve and settle its loans, as well as the impact of possible changes in exchange rates on

amounts of liabilities and revenues, examining the documents supporting the availability of financing sources,
including credit agreements, negotiations with financial institutions and Board of Directors’ minutes, where
applicable, recalculating financial covenants for mathematical accuracy, examining the waivers received with
respect to existing financial covenants prior to 31 December 2016 and assessing the completeness and correctness
of the information disclosed in the Group’s Financial Statements. Following the conclusion of such assessment,
the auditors noted that they found that the going concern assumption made in connection with the 2016 Financial
Statements was appropriate and that the information disclosed in the 2016 Financial Statement reflected the
Group’s then-current financial situation.

There can be no assurance, however, that Management will be able to make the same assumptions in respect of
going-concern principles in future periods or that the Group’s auditors will consider such assumptions to continue
to be appropriate. In addition, Management may not be able to realise its plans to settle current liabilities. Any
failure to be able to operate on a going concern basis would have a material adverse effect on the Group’s business,
prospects, financial condition, cash flows or results of operations. See also “—The Group has historically
experienced liquidity problems.”
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The Group may not be successful in implementing its strategic aims.

The Group’s plays a key role in the implementation of key Government projects and such role has been reaffirmed
by recent initiatives. See “Kazakhstan’s Economy and the Railway Industry in Kazakhstan—Kazakhstan’s
Economy—Economic Programmes and Initiatives”. In particular, in line with the targets set out in the President’s
January 2017 message to the nation, the Company aims to increase the volume of transit container traffic seven-
fold, to 2.0 million TEU by 2020 and the Company is taking a number of measures to: (i) develop infrastructure
in line with the targets and reforms set out in the Infrastructure Development Programme and the National Plan;
(ii) continue to develop its framework of strategic alliances with partners in the main transport corridors to, inter
alia, increase service levels, develop competitive tariff rates and increase the speed of cargo delivery; (iii) conduct
marketing initiatives to attract new cargo flows; and (iv) work with Government agencies to reduce administrative
barriers to transit activities and improve transit-related logistics. A number of targets are also set out in the
Group’s Development Strategy and other State programmes. There can be no assurance, however, that the Group
will be successful in fulfilling in these projects or strategic aims or that the cost of implementing such strategic
aims will be in line with the Group’s expectations. Any failure to achieve such aims or need to incur unexpected
costs to achieve such aims could have a material adverse effect on the Group’s business, prospects, financial
condition, cash flows or results of operations.

Insufficient supply of, or increases in the prices, of locomotives or rolling stock may limit the Group’s
investment in its infrastructure

A significant part of the Group’s locomotives and rolling stock are approaching the end of their useful lives and
require replacement. Although the Group has purchased rolling stock in recent years in an effort to upgrade its
fleet of rolling stock, the Company expects that a large portion of the Group’s capital expenditures over the next
several years will continue to be for these purposes. There is still a relatively limited number of quality rolling
stock manufacturers in Kazakhstan and the Commonwealth of Independent States (the “CI1S™), and their output
is limited. In addition, the adaptability of these manufacturers’ production facilities from one type of rolling stock
to another is limited. The Company has entered into, and plans to continue to enter into, joint ventures with foreign
railway operators and companies, which have expertise in locomotive and rolling stock assembly and repair with
an aim, in part, to provide the Group with a sufficient quantity of locomotives and rolling stock. However, there
can be no assurance that the Group will be able to source sufficient supplies of new locomotives or rolling stock
for its fleet on commercially acceptable terms, or at all, and there can be no assurance that the Group will be
successful in continuing to enter into, or will realise the benefits from entering into, joint ventures and other
agreements in order to address these supply shortfalls. If the Group is unable to procure the requisite amount of
new locomotives or rolling stock on commercially acceptable terms, whether from third party manufacturers or
its anticipated joint ventures, or experiences delays or failures in delivery of locomotives or rolling stock, it could
have a material adverse effect on the Group’s business, prospects, financial condition, cash flows or results of
operations.

The Group is required to comply with commitments arising from Kazakhstan’s participation in multilateral
and bilateral international treaties and in international organisations.

The Group is subject to Kazakhstan foreign policy relating to arrangements in the railway industry. For example,
the Group’s operations are, and will continue to be, subject to the Customs Union and Eurasian Economic Union
(“EEU”) among Kazakhstan, Armenia, Belarus, Russia and the Kyrgyz Republic. As part of the SES (as defined
below) established by Belarus, Kazakhstan and Russia, the unification of tariffs, by route, was envisaged by 1
January 2013, covering freight tariffs for domestic, export and import routes within each of these countries and
permitting rail transportation operators, at their discretion, based on certain economic factors, to amend the tariffs.
The Group completed unification of its domestic, export and import transportation tariffs and currently charges a
unified tariff for freight transportation by rail which does not take into account whether the cargo is transported
within, imported into or exported from Kazakhstan.

In the context of implementation of the treaty establishing the EEU, a unified transport policy for member states
was agreed, which sets out the general principles for the functioning of the transport industry in the context of
integration, including provisions for the phased formation of a common market and the liberalisation of transport
services. Such principles aim to ensure the effective use of member states’ transit potential and to develop
Eurasian rail transport corridors. In 2014, the EEU Treaty was signed, which entered into force on 1 January 2015
and marked the transition to a new level of integration. This introduced freedom of movement of goods, services,
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labour, and freedom of movement. It also introduced co-ordinated or unified policy in key sectors of the economy,
including transport, technical, and customs regulation.

In 2017, the member states of the EEU approved a new Customs Code, which is expected to enter into force in
January 2018. The new Customs Code provides for the full transition to electronic customs declarations, a
reduction in the time required for customs clearance of transit goods from one working day to four hours and a
50% reduction in the time permitted for customs authority inspections from 10 days to five days.

Failure by the Group to adapt its operations to further rules or regional integration supported by the EEU or similar
future organisations, or acceptance by Kazakhstan of any international commitments that are not in accordance
with the interests of the Group, could make it difficult for the Group to compete effectively with regional railway
companies or enjoy the benefits that the EEU and similar organisations may bring to its member states. If the
Group is unable to compete effectively as a result of these or other factors, it could have a material adverse effect
on the Group’s business, prospects, financial condition, cash flows or results of operations.

The Group’s business is dependent on economic conditions in the countries bordering Kazakhstan and
maintaining good relations with neighbouring countries to have open access to international commodities
markets.

The Group’s business is dependent on exports of products from, and imports of products to, Kazakhstan. The
volumes of such shipments vary based on economic conditions in Kazakhstan and the countries bordering
Kazakhstan, as well as the demand elsewhere for commodities and other products produced in Kazakhstan and
their shipments to Kazakhstan or transport through Kazakhstan to other countries. Accordingly, economic
conditions in those countries have an impact on demand for the Group’s transportation services. Moreover, the
Group’s continued efforts to expand its logistics and transhipment services will make it increasingly dependent
on economic conditions in other countries. Should economic conditions in such countries be substantially
impaired, it may have a material adverse effect on the Group’s exports, imports and transit transportation
operations, and the ability to offer logistics services to the Group’s customers in these countries.

Kazakhstan further depends on neighbouring states for access to world markets for a number of its major exports,
including uranium, oil, natural gas, steel, copper, ferroalloys, iron ore, aluminium, coal, lead, zinc and wheat.
Accordingly, Kazakhstan is dependent upon maintaining good relations with its neighbours to ensure its ability
to export.

As a result of the role assigned to the Group in Government economic programmes and initiatives, the Group is
at the forefront of Kazakhstan’s intention to be a large transit player on the trade route between China and the EU.
As such, the Group has been, continues to be and has future plans to be, involved in cooperation with foreign and
international partners. Any failure to create or maintain relationships with such partners could have a material
adverse effect on the Group’s ability to fulfil its strategic aims and, in turn, on the Group’s business, prospects,
financial condition, cash flows or results of operations.
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The Group relies heavily on information technology systems to operate its business and any failure of these
systems or cyber security breaches could harm its business.

The Group relies heavily on its telecommunications network and computer systems for coordination of
scheduling, dispatching and other aspects of its railway operations, as well as accounting, ticket sales for
passenger trains, tracking freight deliveries and numerous other functions. While the Group has undertaken and
is continuing to undertake, a number of information technology investment projects, in particular, in respect of
the Group’s railway infrastructure, the Group’s telecommunications network and computer systems require
development and modernisation. The hardware and software that is used by the Group may be damaged by human
error, natural disasters, power loss, sabotage, computer viruses, cyber intrusion, network attacks and other events.
The Group’s operations may also be vulnerable to the system failures of other companies with whom such
operations are closely linked, such as utility providers, telecommunication service providers and financial
institutions. Problems that may occur as a result of system failures include, but are not limited to:

. the incorrect recognition of train schedule or route control data, which could disrupt railway operations
and lead to railway accidents;

. system failures in ticketing, reservations and sales functions, which could cause significant confusion,
inconvenience to passengers and loss of revenue; and

. difficulties in repairing systems over an extensive network that includes many remote areas, which could
delay the re-establishment of operations and result in a further loss of revenue.

System failures may also reduce the attractiveness of the Group’s services and result in its customers choosing
alternative means of transportation. Such system-related problems could lead to increased expenses and decreased
revenue and, in turn, have a material adverse effect on the Group’s business, prospects, financial condition, cash
flows or results of operations.

Moreover, the Group intends to increase further the use of advanced technologies in its operations. Specifically,
the Company plans to create a single information space for the railway industry in Kazakhstan, which is integrated
with neighbouring countries, other types of transportation and additional services such as customs and forwarding
agents. Certain interrelated projects, such as automated processes for the planning and measuring of freight
transportation, as well as the geographic mapping of the mainline railway to calculate safe interval systems
between trains, are currently in a pre-design or implementation stage. There can be no assurance that the Group
will be able successfully to implement any such advanced technologies or upgrade its computer systems, and any
failure to do so may have a material adverse effect on the Group’s business, prospects, financial condition, cash
flows and results of operations.

The Group faces numerous operating risks that may result in loss and additional expenditures, which may not
be fully covered by insurance.

The Group is the owner and operator of the national railway system, as well as the largest operator of passenger
and freight rolling stock and locomotives in Kazakhstan. As a result, the Group’s infrastructure and transportation
operations may be adversely affected by many factors, including the breakdown or failure of equipment or
processes, natural disasters, terrorist attacks or sabotage of the Group’s extensive infrastructure and related assets.
An accident, derailment or other incident involving the Group’s railway operations could result in damage to, or
loss of, the Group’s track network, locomotives and railcar fleet, disrupt the Group’s services, give rise to potential
claims by freight shippers, injured passengers and others and have a material adverse effect on the attractiveness
of the Group’s services in the future. A negative change in the perception of the Group’s safety record could result
in, among other things, customers switching to other means or providers of transportation. As a carrier and
operator of rolling stock, members of the Group may also be responsible for spillage or leakage from railcars
transporting environmentally sensitive materials where such spillage or leakage is the fault of the Group.

The insurance market is relatively undeveloped in Kazakhstan. While the Group maintains an insurance
programme pursuant to requirements of Samruk-Kazyna, the Group does not procure insurance coverage to the
same extent as what might be considered customary in more developed economies in Western Europe and North
America. Except for holding the required statutory insurance coverage, including with respect to automobile
insurance, employer liability insurance, environmental insurance and passenger insurance for personal injury,
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death and loss or damage to passenger property, the Group does not maintain any insurance (including business
interruption insurance). In addition, while subsidiaries of the Company insure their respective rolling stock, tracks
and rails owned by the Group are not insured and, in general, the Group’s infrastructure assets are not insured
unless insurance is required pursuant to any relevant financing agreements.

The Group is responsible for damage or loss of freight during its transportation if such damage or loss was the
Group’s fault. If a significant uninsured event was to occur, it the Group would incur additional expenditures for
which it would not be compensated, which could have a material adverse effect on the Group’s business,
prospects, financial condition, cash flows or results of operations.

The Group may be subject to the laws of various countries imposing U.S. and EU sanctions and the ongoing
or future impact of such sanctions may have an adverse effect on the Group.

As a result of the Group’s transportation activities, which include importing into, exporting from and transiting
through Kazakhstan petroleum and petroleum products, construction materials and other freight, the Group may
be subject to certain laws and regulations of the United States, the United Kingdom, other member states of the
EU, and other countries, as well as the United Nations, imposing economic sanctions or export controls.
Kazakhstan law, international treaties to which Kazakhstan is a party and the nature of the Group’s business may
prohibit or limit the Group’s ability to refrain from transacting business with sanctioned countries, persons or
entities.

The U.S. government imposes economic sanctions and trade embargoes with respect to certain countries in support
of its foreign policy and national security goals. These laws and regulations are administered by the U.S. Treasury
Department’s Office of Foreign Assets Control (“OFAC”), and in certain instances by the U.S. Department of
State. U.S. economic sanctions impose restrictions on U.S. persons and, in certain circumstances, non-U.S.
persons with respect to activities or transactions with certain countries, governments, entities or individuals that
are the target of the relevant U.S. economic sanctions. Under applicable U.S. economic sanctions, U.S. persons
also are prohibited from facilitating such activities or transactions, and non-U.S. persons are prohibited from
causing other persons to violate applicable prohibitions. The United Kingdom, the other Member States of the EU
and various other countries (such as Australia, Canada, Japan and Switzerland), as well as the United Nations,
have also implemented measures aimed at prohibiting or restricting engagements in financial and other dealings
with sanctioned countries, entities and individuals. In connection with the instability and unrest in Ukraine since
2014, the United States and the EU have imposed sanctions on certain individuals and companies in Russia. In
addition, sanctions imposed against Iran by the United States, as well as sanctions imposed against specified
individuals and companies in Iran by the United States and other countries, continue to exist and could be
expanded in the future.

The Group’s operations may result in contact with countries, persons and entities that are subject to sanctions
administered by OFAC, the EU, the UK, the United Nations and other relevant authorities. While the Group has
no current relationships with any sanctioned companies in Russia, Iran or elsewhere, the Group may in the future
wish to engage in transactions with such persons or entities controlled by such persons. Moreover, Kazakhstan
law, international treaties to which Kazakhstan is a party and the nature of the Group’s business may result in the
Group being unable to refrain from engaging in transactions with countries, persons or entities that may be the
subject of OFAC or other sanctions.

While none of the Group’s members have been sanctioned and no Group entity has engaged in or expects to
engage in, any actions that would cause it to be sanctioned by any relevant authority, there can be no assurance
that a Group company will not be sanctioned in the future. If a Group company were to be sanctioned in the future,
certain of the Group’s investors, in the United States, in the EU and in other jurisdictions where sanctions similar
to the U.S. economic sanctions apply, may be required (by operation of law or regulations or under internal
investment policies, or both) to divest their interests in Notes and some potential investors may forgo the purchase
of future debt securities of the Group. Moreover, under such circumstances, other counterparties to the Group,
both U.S. and non-U.S. and including various sources of funding for the Group, may be required, or may decide
for reputational reasons or otherwise, to cease their business relationships with or divest their investments in the
Group. Any of these factors could have a material adverse effect on the Group’s business, prospects, financial
condition, cash flows or results of operations.
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The Group could incur significant costs for violations of applicable environmental laws and regulations.

Like other transportation companies, the Group’s operations are subject to extensive national and local laws and
regulations governing emissions and the transportation of products that are hazardous to the environment. In
carrying out its environmental policies, the Group seeks to adhere to international standards and best practices. In
light of the extensiveness of the railway network, however, the Group has experienced certain irregularities and
incompliances with applicable environmental laws, mainly due to its outdated infrastructure. The Group is further
subject to regular inspections from the Environmental and Ecological authorities of Kazakhstan, which may apply
fines and request monetary compensation of damages to the environment, in case of discovery of any extensive
damage. Compliance with environmental regulations is an ongoing process and as such, new laws and regulations,
the imposition of tougher requirements, increasingly strict enforcement or new interpretations of existing
environmental laws may require the Group to modify its operations, incur substantial unbudgeted costs to comply
with current or future regulations or incur fines or penalties for environmental violations, which could, in turn,
have a material adverse effect on the Group’s business, prospects, financial condition, cash flows or results of
operations.

The Group’s operations depend on obtaining and maintaining licences and permits necessary for the operation
of its business.

The Group conducts its business operations under various licences and permits which authorise it to carry out a
full range of railway-related business activities, such as the transport of hazardous materials and the performance
of expert works and engineering services, including planning, surveying, building and installation services. As a
result, the Group’s activities are dependent upon the grant, renewal or continuance in force of these licences and
permits, which in certain circumstances may be valid only for a defined time period, may be subject to limitations
and may provide for withdrawal in certain circumstances. There can be no assurance that such licences and
permits will be granted, renewed or continue in force and, if so, on what terms. Failure to obtain necessary licences
or permits or any suspension or termination thereof could have a material adverse effect on the Group’s business,
financial condition, cash flows or results of operations.

The Group may be unable to retain key personnel or attract and retain highly qualified personnel.

The Group’s ability to maintain its competitive position and to implement its business strategy, including the
Development Strategy, is dependent on the services of its personnel, including key engineering, managerial,
financial, commercial, marketing and processing personnel, as well as the maintenance of good labour relations.
Competition for qualified personnel, especially for managerial positions and engineering positions to oversee
increasingly automated processes, is intense, due to the small pool of qualified individuals and strong demand for
such individuals. In recent years, the Group has also imposed a Group-wide ban on employing persons from
outside of the Group, subject to limited exceptions and waivers of this policy. Accordingly, the pool of persons
available to fill vacant positions in the Group has been further narrowed.

In addition, in 2015, the Group entered into 13 collective bargaining agreements for 2015-2017 with the Public
Association of Railway Workers and Employees Trade Union (the “Trade Union”), including a collective
bargaining agreements in respect of KTZFT and Kaztemirtrans and their respective employees for 2015-2017.
The vast majority of the Group’s employees are members of the Trade Union. The Group is in the process of
negotiating collective bargaining agreements for 2018-2020 with the Trade Union. These collective bargaining
agreements are expected to be signed by the end of 2017. There can be no assurance, however, that these collective
bargaining agreements will be concluded on materially the same terms as the existing agreements, in a timely
fashion or at all. Although there have been no recent strikes or material employee relations issues, the collective
bargaining agreements with the Trade Union provide the Trade Union with a range of methods by which it could
seek to influence the activity of the Group, as well as the Group’s implementation of the Development Strategy.
These methods include, among others, notification or coordination procedures or the requirement for Trade Union
approval in respect of certain employee terminations, notification or co-ordination procedures in respect of
employee wage matters, notification of the Group’s intention to eliminate structural subdivisions of the Group,
including eliminations that may be necessary to implement the Development Strategy, and the institution of
employee strikes or commencement of judicial proceedings.

The loss or diminution in the services of key personnel, an inability to attract and retain additional qualified

personnel or an inability to reduce or restructure its workforce (whether in connection with the Development
Strategy or otherwise) without violating the terms of the collective bargaining agreements with the Trade Union,
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or a deterioration in relations with the Trade Union, could have a material adverse effect on the Group’s business,
prospects, financial condition, cash flows or results of operations.

Risk Factors Relating to the Republic of Kazakhstan

The Group’s operations are almost exclusively conducted in Kazakhstan, which causes the Group to be subject
to Kazakhstan-specific risks, including, but not limited to, those described below. The occurrence of any of the
factors described below could have a material adverse effect on the Group’s business, prospects, financial
condition, cash flows or results of operations.

Emerging markets are generally subject to greater risk than more developed markets and actual and perceived
risks associated with investing in emerging economies could dampen foreign investment in Kazakhstan.

The disruptions experienced due to the impact of the global financial and economic crisis in the international and
domestic capital markets have led to reduced liquidity and increased credit risk premiums for certain market
participants and have resulted in a reduction of available financing. Companies located in emerging markets such
as Kazakhstan may be particularly susceptible to such disruptions, reductions in the availability of credit and
increases in financing costs, which could result in them experiencing financial difficulty.

In addition, the availability of credit to entities operating within the emerging markets is significantly influenced
by the level of investor confidence in such markets as a whole and, as such, any factors that affect investor
confidence (for example, a decrease in credit ratings or state or central bank intervention) could affect the price
or availability of funding for entities within any of these markets.

Investors in emerging markets such as Kazakhstan should be aware that these markets are subject to greater risk
than more developed markets, including, in some cases, significant legal, economic and political risks. For
example, the continued instability and unrest in Ukraine and related events have had and may continue to have an
adverse effect on the economy in Russia, which could, in turn, have a “contagion effect” on economies in the
region, including, in particular, Kazakhstan, which is a close trading partner of Russia. In connection with such
instability and unrest in Ukraine, the EU, the United States and Canada have imposed sanctions on certain
individuals and companies in Russia and Russia has, in turn, imposed trade sanctions on certain goods and services
originating in the EU and the United States. If the instability in Ukraine continues, tensions between Russian and
Ukraine escalate further or new tensions between Russia and other countries emerge, or if further economic or
other sanctions, such as further limitations on trade, are imposed in response to such instability and tensions, this
could have a further adverse effect on the economies in the region, including the Kazakhstan economy, as well as
on companies active in the region, including the Group.

Investors should also note that emerging economies such as Kazakhstan’s are subject to rapid change and that the
information set out in this Offering Memorandum may become outdated relatively quickly. Accordingly, investors
should exercise particular care in evaluating the risks involved and must decide for themselves whether, in the
light of those risks, their investment is appropriate. Generally, investment in emerging markets is suitable only
for sophisticated investors who fully appreciate the significance of the risks involved. Investors are urged to
consult with their own legal and financial advisers before making an investment in the Notes.

Financial problems or an increase in the perceived risks associated with investing in emerging economies may
dampen foreign investment in Kazakhstan and adversely affect Kazakhstan’s economy. In addition, companies
operating in emerging markets can face severe liquidity constraints as foreign funding resources are withdrawn.
Accordingly, whether or not Kazakhstan’s economy is relatively stable, financial turmoil in any emerging market
country, in particular those in the CIS or Central Asian regions which have recently experienced significant
political instability (including terrorism), could seriously disrupt the Group’s business, which could, in turn, have
a material adverse effect on the Group’s business, prospects, financial condition, cash flows or results of
operations.
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Most of the Group’s operations are conducted, and a substantial part of its assets are located, in Kazakhstan;
therefore, the Group is largely dependent on the economic and political conditions prevailing in Kazakhstan.

Kazakhstan became an independent sovereign state in 1991 as a result of the dissolution of the former Soviet
Union. Since then, Kazakhstan, under President Nursultan Nazarbayev, has experienced significant changes as it
emerged from a centrally controlled command economy to a market-oriented economy. The transition was
initially marked by political uncertainty and tension, a stagnant economy marked by high inflation, instability of
the local currency and rapid, but incomplete, changes in the legal environment. However, Kazakhstan actively
pursued a programme of economic reform designed to establish a free market economy through privatisation of
government-owned enterprises and deregulation and it is more advanced in this respect than some other countries
of the former Soviet Union. Under President Nazarbayev’s leadership, Kazakhstan has moved toward a market-
oriented economy. If the current administration changes its outlook or, in the event of a change in administration,
such future administration has a different outlook, the economy in Kazakhstan could be adversely affected.
Changes to Kazakhstan’s economy, including in property, tax or regulatory regimes or other changes could have
a material adverse effect on the Group’s business, prospects, financial condition, cash flows or results of
operations.

Kazakhstan is a major exporter of commodities, including oil, natural gas, steel, copper, ferroalloys, iron ore,
aluminium, coal, lead, zinc and wheat. Kazakhstan’s economy and the State budget particularly rely on fiscal
revenues from the export of oil products and are also significantly affected by imports of capital equipment and
foreign investments in oil sector infrastructure projects. International crude oil prices have fluctuated widely in
recent years in response to global supply and demand, general economic conditions, competition from other
energy sources and other factors. See “—Risk Factors Relating to the Group—The Group is subject to commodity
price risk, which the Group has a limited ability to manage.” The decline in world prices for oil and other
commodities from 2008 through early 2009 had a negative impact on the growth prospects of the Kazakhstan
economy. The State budget for 2009-2014 initially projected revenue on the basis of world oil prices of U.S.$60
per barrel. Budget projections, which were initially revised to U.S.$40 per barrel in light of then-decline in world
oil prices, 