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Rating Action: Moody's upgrades ECT's rating to B3 from Caa1, stable outlook

Global Credit Research - 11 QOct 2017

London, 11 October 2017 -- Moody's Investors Service, ("Moody's") has today upgraded the following ratings of
Eastcomtrans LLP (ECT), Kazakhstan's largest private freight railcar leasing company:

- corporate family rating (CFR) to B3 from Caat

- senior secured rating of ECT's outstanding notes to B3 (LGD3) from Caa‘l (LGD3)

- national scale corporate family rating (NSR) to B1.kz from B3.kz

Moody's also upgraded the probability of default rating (PDR) to B3-PD from Caa1-PD.
The outlook on the ratings is stable.

Today's rating action reflects Moody's view that ECT has resolved the situation around the covenant breaches
under various debt facilities that it incurred in 2016-17 following a sharp deterioration of the local currency and
a slowdown in the economic activity in Kazakhstan. The agency belizves that the risk of acceleration of ECT's
debts in the next 12-18 months as a result of non-compliance with covenants has been materially reduced or
eliminated through obtaining of waivers, covenant resetting, asset sales and refinancing. These achievements
complement the liquidity restructuring process initiated by ECT earlier in 2017 when it arranged the extension
of its senior secured $100m notes (of which around $50m is currently outstanding) to 2021-22 from 22 April
2018.

RATINGS RATIONALE

In addition to the improvement in near-term liquidity ECT has reset or suspended testing of the majority of its
financial covenants embedded in its loan agreements for 2017. Although certain covenants will remain
outstanding in 2017, Moody's believes that the lenders will not trigger default/acceleration. ECT expects to be
in compliance with the majority of covenants which include leverage and coverage metrics from Q1 2018.

The B3 corporate family rating is supported by (1) a reasonable assuredness that the company's cash flow
generation underpinned by the renewed contracts with Tengizchevroil LLP (TCO) has stabilised, albeit at
materially lower levels than those seen in 2014, and will remain sustainable over the course of the next three
years, which is the minimal duration of the new TCO contracts: and (2) adequate asset coverage of net debt at
approximately 1.3x as of end-June 2017, which provides for a sound recovery rate of the secured debt,
including the Eurobond.

The company's operating and financial profile remains under pressure due to (1) a material mismatch between
the company's currency of debt (mainly US dollars) and its volatile currency of operations (KZT, or tenge); and "
(2) @ weakened economic environment in Kazakhstan (Baa3 stable) and low oil price environment that affects
domestic business activity and tariffs.

As part of the rating review, the agency repositioned the score "Business profile" for ECT to B from Caa, noting
a better visibility over future cash flow generation following the signing of long-term contracts with TCO.

RATIONALE FOR THE STABLE QUTLOOK

The stable outlook reflects Moody's expectation that ECT will generally comply with its covenants in 2018,
thereby maintaining an adequate liquidity profile. In addition, Moody's notes that the company's asset coverage
rerains sound based on the asset fair value assessment as of end-2016.

WHAT COULD CHANGE THE RATINGS UP/DOWN

Given ECT's small size on the global scale (the equivalent of approximately $80 million in revenue, which
maps to Ca) there is limited potential for an upgrade. We could consider an upgrade by one notch if ECT (1)
demonstrated a sustainable improvement in its earnings and profitability, and (2) improved its Moody's




adjusted Ebitda/interest to around 5.0x, FFO/debt to 30%, and debt/Ebitda to 2.5x or below on a sustainable
basis. In addition to the above factors, Moody's would also assess the sustainability of the company's business
profile, contractual arrangements with its largest customer, TCO, and the company's vulnerability to their
further alterations.

Conversely, the rating agency could downgrade the ratings of ECT if its financial and/or liquidity profile
deteriorated to levels seen in 2015-16.

The principal methodology used in these ratings was Equipment and Transportation Rental Industry published
in April 2017. Please see the Rating Methodologies page on www.moodys.com for a copy of this methodology.

Moody's National Scale Credit Ratings (NSRs) are intended as relative measures of creditworthiness among
debt issues and issuers within a country, enabling market participants to better differentiate relative risks.
NSRs differ from Moody's global scale credit ratings in that they are not globally comparable with the full
universe of Moody's rated entities, but only with NSRs for other rated debt issues and issuers within the same
country. NSRs are designated by a ".nn" country modifier signifying lhe relevant country, as in ".za" for South
Africa. For further information on Moody's approach to national scale credit ratings, please refer to Moody's
Credit rating Methodology published in May 2016 entitled "Mapping National Scale Ratings from Global Scale
Ratings". While NSRs have no inherent absolute meaning in terms of default risk or expected loss, a historical
probability of default consistent with a given NSR can be inferred from the GSR to which it maps back at that
particular point in time. For information on the historical default rates associated with different global scale
rating categories over different investment horizons, please see
https://www.moodys.comfresearchdocumeniconientpage.aspx?dac%d::F’BCJ 060333 .

Eastcomtrans LLP (ECT) is the largest private company specialising in operating leasing of freight railcars in
Kazakhstan. As of year-end 2016, ECT's fleet comprised 12,000 own and around 900 leased railcars, or
approximately 10% of the country's total. The company derived more than 70% of its revenues from railcar
operating lease agreements, and approximately 30% from providing transportation and other related services.
93.33% of Eastcomtrans's share capital is directly and indirectly controlled by Mr. Marat Sarsenov and 6.67%
by International Finance Corporation (IFC; Aaa stable). In the last 12 months ended 30 June 2017, ECT's
revenue amounted to KZT25.0 billion (approximately $75 million) and EBITDA to KZT19.0 billion
(approximately $59 million).

REGULATORY DISCLOSURES

For ratings issued on a program, series or category/class of debt, this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series of:-
category/class of debt or pursuant to a program for which the ratings are derived exclusively from existing
raltings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
pravider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms
have not changed prior to the assignment of the definitive rating in a manner that would have affected the
rating. For further information please see the ratings tab on the issuer/entity page for the respective issuer on
www.moodys,com.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this
credit rating action, and whose ratings may change as a result of this credit rating action, the associated
regulatory disclosures will be those of the guarantor entity. Exceptions to this approach exist for the following
disclosures, if applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated
entity, »
Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal
entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures
for each credit rating.
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ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
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All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all
information contained herein is provided “AS 1S” without warranty of any kind. MOODY'S adopts all necessary
measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources
MOODY"S considers to be reliable including, when appropriate, independent third-party sources. However,
MOODY'S is not an auditor and cannot in every instance independently verify or validate information received
in the rating process or in preparing the Moody's publications.
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the use of or inability to use any such information, even if MOODY’S or any of its directors, officers, employees,
agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage
arising where the relevant financial instrument is not the subject of a particular credit rating assigned by
MOODY'S.

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability for any direct or compensatory losses or damages caused to any
person or entity, including but not limited to by any negligence (but excluding fraud, willful misconduct or any-
other type of liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any
contingency within or beyond the control of, MOODY’S or any of its directors, officers, employees, agents,
representatives, licensors or suppliers, arising from or in connection with the information contained herein or the
use of or inability to use any such information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER
OPRINION OR INFORMATION IS GIVEN OR MADE BY MOQODY’S IN ANY FORM OR MANNER
WHATSOEVER.

Moody's Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody's Corporation
("MCQ"), hereby discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by Moody's Investors Service, Inc. have,
prior to assignment of any rating, agreed to pay to Moody's Investors Service, Inc. for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain
policies and procedures to address the independence of MIS's ratings and rating processes. Information
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who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more
than 5%, is posted annually at www.moodys.com under the heading ‘Investor Relations — Corporate
Governance — Director and Shareholder Affiliation Policy.”

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian
Financial Services License of MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61 003 399
657AFSL 336969 and/or Moody's Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as
applicable). This document is intended to be provided only to "wholesale clients” within the meaning of section
761G of the Corporations Act 2001. By continuing to access this document from within Australia, you represent
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neither you nor the entity you represent will directly or indirectly disseminate this document or its contents to
“retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY'S credit rating is an
opinion as to the creditworthiness of a debt obligation of the issuer, not on the equity securities of the issuer or
any form of security that is available to retail investors. It would be reckless and inappropriate for retail investors
to use MOODY'S credit ratings or publications when making an investment decision. If in doubt you should
contact your financial or other professional adviser.




Additional terms for Japan only: Moody's Japan K.K. ("MJKK") is a wholly-owned credit rating agency subsidiary
of Moody's Group Japan G.K., which is wholly-owned by Moody's Overseas Holdings Inc., a wholly-owned
subsidiary of MCO. Moody's SF Japan K.K. (“MSFJ") is a wholly-owned credit rating agency subsidiary of
MJKK. MSFJ is not a Nationally Recognized Statistical Rating Organization ("NRSRO"). Therefore, credit
ratings assigned by MSFJ are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an
entity that is not a NRSRO and, consequently, the rated obligation will not qualify for certain types of treatment
under U.S. laws. MJKK and MSFJ are credit rating agencies registered with the Japan Financial Services
Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively.

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and
municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MJKK or MSFJ (as
applicable) have, prior to assignment of any rating, agreed to pay to MJKK or MSFJ (as applicable) for
appraisal and rating services rendered by it fees ranging from JPY200,000 to approximately JPY350,000,000.

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.




