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A B O UT
T H E CO MPA N Y

1

~87

The share of UTLC ERA in the total volume of container
transit traffic on the 1,520 mm gauge track is
The Joint stock company “United Transport
and Logistics Company – Eurasian Rail Alliance”
(JSC UTLC ERA) provides services for transportation
of containers by regular container block trains
on the route China – Europe through the territories
of the Russian Federation (hereafter referred
to as – Russia), the Republic of Kazakhstan
(hereafter – Kazakhstan), and the Republic of Belarus
(hereafter – Belarus).
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A B O UT
T HE R EP O RT

SHA RE
CA PI TA L

The information contained in the Annual Report (hereinafter, the Report),
including financials based on the RAS accounting (financial) statements,
comprises the UTLC ERA’s performance results. Metrics for 2017 and 2018
are given based on the UTLC service performance and in line with the cumulative
outcomes of JSC UTLC for 12 months in the production business segment
transferred to UTLC ERA following the reorganisation and cleared of the influence
of non-production operations related to holding shares of PJSC TransContainer,
with regard to full reporting of UTLC ERA from the moment of the Company’s
registration. Also, intra-group turnovers under the agency agreement between
JSC UTLC ERA and JSC UTLC in 2018 have been excluded.
Information about the members of the Company’s management and supervisory
bodies, committees of the Board of Directors, Corporate Secretary,
and their remuneration is disclosed herein subject to the Russian laws on personal
data security.

DISCLAIMER
Apart from official data on the Company’s
performance, the Annual Report contains forwardlooking statements that reflect expectations
of the Company’s management. The forwardlooking statements are not based on actual
circumstances and include all statements regarding
the intentions, opinions, or current expectations
of the Company regarding the results of its
operations, financial position, liquidity, growth
prospects, strategy, and industry the Company
operates in. By their nature, such forward-looking
statements involve risks and uncertainties because
they relate to events and depend on circumstances
that may or may not occur in the future.
We generally use words such as ‘intends’,
‘aims’, ‘expects’, ‘estimates’, ‘plans’, ‘believes’,
‘anticipates’, ‘may’, ‘should’, ‘will’, ‘continues’
and other similar to identify forward-looking
statements, and assume that the occurrence
of specified events is dependent on various
factors. Therefore, future performance may differ
from current expectations, and users of the Report
should not rely exclusively on the data presented
therein.

This Annual
Report is based
on the information
available to UTLC ERA
as of the date
of this Report.
The document
contains an overview
of the Company’s
performance in 2019
and its historical
evolution since 2017.

In addition to official data on the Company’s
performance, this Annual Report contains
information received from third parties. Such
information has been received from sources
the Company believes to be reliable.
However, the Company does not warrant that
third-party information is accurate, complete,
or comprehensive.
The Company cautions that forward-looking
statements are not guarantees of future
performance. The Company’s actual performance
results, financial position, liquidity, and evolution
of the industry it operates in may significantly
differ from those contained in the forwardlooking statements set forth herein. Furthermore,
even if the above indicators are consistent
with the forward-looking statements contained
herein, the said results and developments may
not be indicative of similar results or developments
in the future.
The Company makes no warranties
or representations, whether express or implied
and bears no liability for any losses incurred
by individuals or entities for any reason, whether
directly or indirectly, as a result of using
the forward-looking statements contained herein.
These individuals and entities should not rely
solely on the forward-looking statements contained
herein, as they do not represent the only possible
scenario.

The authorised capital of UTLC ERA
is RUB 98,127,000 (ninety-eight million one
hundred twenty seven thousand). UTLC ERA
placed 98,127 (ninety eight thousand one hundred
twenty seven) uncertificated registered ordinary
shares with the same par value of RUB 1,000
(one thousand) each.
JSC UTLC ERA was established by spinning
off from JSC UTLC. The state registration
of JSC UTLC ERA took place on 2 April 2018.
On 15 March 2018, the Central Bank of the Russian
Federation (hereinafter, the Bank of Russia)
approved to register a decision to issue securities,
and on 10 May of the same year, the Bank of Russia
made a decision to register a report on the issue
of shares of JSC UTLC ERA. UTLC ERA shares were
placed by converting UTLC shares into UTLC ERA
shares.
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THE AUTHORISED CAPITAL OF UTLC ERA
AS OF 31 DECEMBER 2019

• 32,709

uncertificated registered ordinary
shares of UTLC ERA with a par value of RUB 1,000
each (33.33% of the equity capital of UTLC ERA)
belong to JSC Russian Railways (JSC RZD)

• 32,709

uncertificated registered ordinary
shares of UTLC ERA with a par value of RUB 1,000
each (33.33% of the equity capital of UTLC ERA)
belong to Kazakhstan Temir Zholy National
Company JSC1 (KTZ NC JSC)

• 32,709

uncertificated registered ordinary
shares of UTLC ERA with a par value of RUB 1,000
each (33.33% of the equity capital of UTLC ERA)
belong to State Association “Belarusian Railway”2

Save as provided for by the Russian laws,
the Company undertakes no obligation to update
or confirm its expectations and estimates,
or publish updated and revised forward-looking
statements contained herein as a result of future
events or new information.

1
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2

Russian – Kazakhstan Railways.
Belarusian – Belaruskaya Chygunka.
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2019
H I G HLI G H TS

The volume of container traffic on all
routes of the UTLC ERA services in 2019
exceeded 333 thousand TEUs1.

1
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• The Company’s financial performance has improved significantly.
In 2019, UTLC ERA claims to be included in the top‑500 largest
companies of the Russian Federation in terms of revenue
and profitability indicators.
• UTLC ERA moved up to second place in the INFOLine Logistic Russia
TOP rating – the first-of-a-kind of major transport and logistics
companies in the “asset-free” segment (or asset-light according
to the international classification).

The geography of the Company’s services
in the European Union countries expanded
significantly in 2019. 11 new European centres
for the formation of transit container flows,
as well as 5 Chinese locations, were established
on the UTLC ERA routes.

Twenty-foot equivalent.

EXPANDING
THE GEOGRAPHY
OF SERVICES

TRAFFIC
VOLUME
GROWTH
SIGNING
A SHAREHOLDER
AGREEMENT

ENGAGING
A FLEET
OF PLATFORM
WAGONS

INCREASING

DEVELOPMENT
OF PARTNERSHIPS

THE INVESTMENT
ATTRACTIVENESS
REDUCING COSTS
AND INCREASING
THE ATTRACTIVENESS
OF TARIFF RATES

A shareholder agreement regulating the rights and obligations
of the Russian Railways, Kazakhstan Railways and Belarusian Railway
was signed regarding the shareholding of UTLC ERA. The shareholder
agreement confirms the intention of the railways of Russia,
Kazakhstan, and Belarus to continue the integration of railway
transit traffic through the territory of the Eurasian Economic Union.
A fundamentally new corporate agreement for UTLC ERA regulates
the rights and obligations of stakeholders in terms of the Company’s
shareholding. All shareholders have an equal number of votes since
the shares are distributed on a parity (equal) basis between JSC RZD,
State Association “Belarusian Railway”, and KTZ NC JSC (33.33%
each). Each shareholder has the right to delegate two representatives
to the Board of Directors. The signed document regulates a wide range
of issues related to the Company’s management and exchange listings.
The shareholder agreement defines new provisions of the Dividend
Policy, the rotation of the Chairman of the Board of Directors,
and a mechanism for resolving conflicts while making managerial
decisions.

6

In 2019, the Company received
500 units of 80-foot platform
wagons under the operating
and finance lease agreements,
including:
• 300 wagons of 13–9570 model
under the finance lease
agreements: 200 wagons
from Sberbank Leasing,
100 wagons from UniCredit
Leasing;
• 200 wagons of 13–6922 model
under the operating lease
agreement from Capital
Transport Group KZ (Kazakhstan).

• UTLC ERA and Lanzhou Anting PIL Logistics –
Chinese logistics operator – signed a Memorandum
of Understanding. The parties will jointly attract
container traffic from the North-West region
of the People’s Republic of China (hereinafter –
China) to the railways of the 1520 gauge track.
• In 2019, the following Memorandums
of understanding were signed:
– ROSTOCK PORT (Germany) и Interporto Quadrante
Europa (Italy);
– Qindao Port (China);
– Hellmann Worldwide Logistics SE & Co (Germany);
– ZSSK Cargo (Slovakia);
– Rail Cargo Austria (Austria).
• UTLC ERA and JSC Lithuanian Railways signed
an agreement on the containerisation of mail items
from China to Lithuania.

Due to the efficient interaction of the railways of Russia, Kazakhstan,
and Belarus, the speed of transit container trains was significantly
increased in 2019.
The Company continued to reduce costs and create more attractive
tariff conditions for customers. Increasing the speed of movement
and working with rolling stock operators allowed UTLC ERA
to reduce tariffs twice within the year and raise its competitiveness,
including in comparison with sea carriers.

7
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U T LC E R A ’ S
I N V E S T MEN T CASE

HIGH
MARKET
STABILITY

• Stable growth of cargo traffic
in the main line of work;
• recognition of the route importance
at the state level;
• projected growth in rates for competing
modes of transport (in particular, sea
transport) with a constant decrease
in its rate for transportation due to cost
reduction;
• actual dominant position on the route
(no direct competitors in transit railway
traffic in the main line of work).

8

LEADERSHIP
STRATEGY
TO OPTIMISE
COSTS

• Constant reduction of the transit cost, including due to optimisation
routes and regular cooperation with contractors, allows to gradually
reduce the transportation rate and make it as close as possible
to the rate for sea transportation (which takes more than thrice the time
to complete a delivery in comparison to the Company services);
• technological interaction with carriers and operators of transport
and logistics centres (regulation of the speed of movement,
coordination of the train schedule, dispatching and support);
• the second largest fleet of platform wagons under management
for the 1,520 gauge track space, which makes it possible to optimise
the resource support of the Company’s activities with regard
to the growing transportation volumes.

EFFECTIVE
ORGANISATIONAL
STRUCTURE

• The Company’s shareholders are the state
railways of the three countries on a parity basis,
which allows to efficiently use the capabilities
of the shareholder infrastructure and pursue
a competitive pricing policy based on the agreed
tariff conditions;
• a skilled and successful team with extensive
experience in the industry;
• automated shipment tracking and accounting
processes.

UNIQUE
AND HIGHLY
COMPETITIVE
SERVICE

• Providing a range of all-in services for railway container delivery
from the border of China to the border of Europe and back;
• developing a single complex rate for the transportation of one
container along the route and customer-friendly comparison
with other modes of transport;
• reducing the delivery time by rail from China to Europe and back
to 10 days (in comparison: one-way shipping by sea takes up
to 45 days).

9
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T HE C O MPA N Y’S
FOOTPRINT
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AVAILABLE ROUTES
IN 2019

83 routes
59 routes
China – Europe

The geography of container traffic by UTLC ERA expands
regularly by adding new locations.

3

state-owned
companies
on the main
transport route
on the 1520 mm
gauge track

Kaliningrad

Hamburg
Bremerhaven
London

Madrid

Gorzow

Bruzgi
Svisloch
Brest

Wroclaw
Neuss
Liege
Lovosice
Prague
Luxembourg
Neumarkt
Pardubice
Bourge
Munich
Paris
Budapest
Villach
Lyon

They include 11 new European destinations:
Barcelona, Bremerhaven, Budapest, Verona,
Wroclaw, Lovosice, Liege, Luxembourg,
Neumarkt, Neuss, and Villach, as well
as 5 Chinese destinations: Ganzhou,
Nanchang, Khingan, Changsha,
and Shihezi.

Kazakhstan
Dostyk

Khingan

Shihezi
Altynkol
Urumqi
Korla
Hamm
Aksu

Milan
Verona

Barcelona

Kashgar

33

+11
CITIES

in the UTLC ERA’s
services in Europe

10

Russia

Belarus

Europe

routes Europe – China covered
by the UTLC ERA’s services

27

+5

China

Beijing
Taiyuan

Xining

Weihai

Lanzhou

Zhengzhou

Xi'an

Hefei

Chengdu

Wuhan

Chongqing
Changsha

Ganzhou
Shenzhen
Tangshan

Wuxi
Suzhou
Yiwu
Nanchang
Xiamen

CITIES

in the UTLC ERA’s
services in China

Cities covered by the Company’s routes
Destinations developed in 2019
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B US I NE S S MODEL
RESULTS
OF 2019

In line with the current business model, UTLC ERA forms and provides transport and logistics services
for organising сargo transportation in regular transit container trains using the railway infrastructure of JSC RZD,
KTZ NC, and State Association Belarusian Railway from China and the countries of South-East Asia to Europe,
and in the opposite direction.

HOW WE CREATE VALUE

333
27.1
3.5
2.6

UTLC ERA forms and provides customers with a quality range of high-tech
transport and logistics services for organising сargo transportation in regular
container trains on the China – Europe – China route along the basic Eurasian
corridor Dostyk/Altynkol – Brest/Bruzgi/Kaliningrad/Svisloch.

Transportation volume

RESOURCES

SHAREHOLDERS
The shareholders are state-owned railway
companies of the Russian Federation,
the Republic of Belarus, and the Republic
of Kazakhstan on a parity basis.

STRATEGIC GOAL
Increasing the volume of transit container traffic
through the infrastructure of shareholders.

THE COMPANY
OPERATES
ON THE ASSET-LIGHT
MODEL

A ROUTE THAT IS SIGNIFICANT
AT THE STATE LEVEL
More than 80% of the transit container
traffic on the route China – Europe –
China on the 1,520 mm gauge track
is covered by the UTLC ERA’s
services.

ROLLING STOCK
UNDER MANAGEMENT
AT THE END OF 2019

4,368

units –
t otal fleet of platform wagons.

TECHNOLOGICAL
CAPABILITIES
Average speed
on the 1,520 mm gauge track:

1.1

thousand km/day.

XL‑container trains
with the length of up

to 100

conventional wagons.

EMPLOYEES
A strong professional team
with extensive experience
in the industry.

COMPETITIVE ADVANTAGES
•
•
•
•
•
•
•

Competitive transportation costs
High delivery speed
Steadiness and regularity of services
Digitalisation of transit services
Innovative logistics solutions
High level of customer focus
Transparent partnerships

BASIC ROUTES
• Dostyk/Altynkol – Brest
• Brest – Dostyk/Altynkol

12

+19%
THOUSAND
TEUS

Revenue

+19%
RUB
BN

The Company is continuously increasing the integration level by improving
service, expanding the geography of transportation, and increasing the number
of participants in transportation. By interacting with participants in the transport
chain, the Company improves its business efficiency.
Service components:
• infrastructure railway tariff,
additional fees, and charges;

• information support and cargo tracking along
the route;

• loading and unloading
of containers at the initial
and final points of the container
service route;

• using a wagon on the container service
route;

ESTIMATED CAPACITY OF INFRASTRUCTURE
ON THE UTLC ERA ROUTE

750 thousand TEUs/
year
450 thousand TEUs/
year
300 thousand TEUs/
year

EBITDA

+1%

60 thousand TEUs/
year
60 thousand TEUs/
year
450 thousand TEUs/
year

RUB
BN

Net profit

PARTNERS
EXTENSIVE PARTNER
NETWORK

~200

transport and logistics
companies in Asia and Europe.

–8%
RUB
BN

• transit customs declaration.

Port of Kaliningrad
Mamonovo
Rail
Bruzgi
Svisloch
Brest

450 thousand TEUs/
year
900 thousand TEUs/
year

Krasnoye

Kartaly

Kanisay

Dostyk
Altynkol
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Digitisation
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S TAT EMEN T
B Y T HE G E N ERAL
D I R E CTOR

Dear shareholders, partners and colleagues,
Here is the Annual Report of UTLC ERA for 2019.
This has been a special year for the Company.
In the context of a slowdown in the global
economy and a high level of uncertainty
in geopolitical processes, it was a challenging
task to maintain active growth in traffic
volumes, and its successful solution depended
on the integration level of all participants
in the transportation process.

It is safe to say that in 2019
the Company retained its
leadership in the Eurasian rail
transit market and continued
setting new records both
in volume and quality indicators
of services. The volume
of container traffic by UTLC ERA
at the end of the year amounted
to more than 333 thousand TEUs
so that one-third of the way
to the “Million Containers”
station was covered.

16

It is safe to say that in 2019 the Company
retained its leadership in the Eurasian rail transit
market and continued setting new records both
in volume and quality indicators of services.
The volume of container traffic by UTLC ERA
at the end of the year amounted to more than
333 thousand TEUs so that one-third of the way
to the “Million Containers” station was covered.
The success factor of UTLC ERA is the joint
efforts of shareholders, management, customers
and partners to create a brand new form
of interaction in solving logistics problems
and developing new standards for transport
services.
The key focus of UTLC ERA commercial activity
in 2019 was aimed at working with European
partners and contractors. It was a challenging
but interesting task. The geography of services
has expanded. The number of new customers
and new cargo has increased.
In terms of customer relations, we managed
to attract cargo owners with low-cost goods,
such as pulp, light industry products, and lowcost foodstuff, to our services. This is also a very
important achievement of the past year. Today,
our services are in demand both by premium
car manufacturers and relatively cheap cargoes,
which also require shorter delivery times,
competitive service and tariffs.

1

The success factor
of UTLC ERA is the joint
efforts of shareholders,
management, customers
and partners
to create a brand new form
of interaction in solving
logistics
problems and developing
new standards for transport
services.

A good integration project
mobilises resources
for achieving joint results
and motivates participants
for new accomplishments
and records!

2
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The Company continued to implement its
program for the formation of a fleet of wagons
under management to ensure the growing
transit container traffic. In terms of this indicator,
we also retained our leading positions:
at the end of the year, the number of railcars
managed by the Company amounted to almost
4.5 thousand units, more than 85% of which
are long-base 80-foot platform wagons.
Summing up the results of the outgoing
year, I want to once again express my
gratitude to the team members, customers
and partners for implementing the objectives
set for the Company in 2019 together. I am
sure that the more railway traffic is carried out,
the better are the prospects for the development
of entire Eurasia. This is a real economic
and environmental driver for the development
of the states, through which these transport
routes pass.
A good integration project mobilises resources
for achieving joint results and motivates
participants for new accomplishments
and records!
This was our 2019, and we are honoured to be
and remain a part of such a strategic partnership!

Alexey Grom,
General Director
of UTLC ERA
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S T R ATE G I C
P R I O R I TI ES

1
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БАЗОВЫЕ ПРИНЦИПЫ СТРАТЕГИИ:

1

THE MISSION OF UTLC ERA

3

4

3

4

JSC UTLC ERA EXPECTS
TO ACCOMPLISH THE ASSIGNED
OBJECTIVES USING THE FOLLOWING
KEY MECHANISMS:

ADVANTAGES

FUNDAMENTAL PRINCIPLES

STRATEGIC OBJECTIVES

THE STRATEGY OF JSC UTLC ERA
IS BUILT ON THE FOLLOWING
ADVANTAGES:

FUNDAMENTAL
PRINCIPLES
OF THE STRATEGY:

• political (cooperative) competitive edge –
a parity alliance of three countries;
• technological leadership driven
by the cooperation of railway administrations,
ensuring speed, steadiness, and regularity
of services and digitalisation of end-toend services, including internal automation
and electronic interaction with external
companies and authorities;
• promotion of JSC UTLC ERA’s service through
digital order platforms;
• reduction of costs and increase
in the attractiveness of tariff rates.

• JSC UTLC ERA is an integrator of high-tech transit container services
on the China – Europe – China route, with the main goal to increase
containers transit transportation traffic;
• the operating model of JSC UTLC ERA is aimed at increasing the capacity
of transit traffic in the 1520 track gauge, including through the costeffectiveness and competitive price offering, the balancing of transit
traffic flows, the roll-out of new logistics services and adaptation
of transit services to new groups of consignors;
• JSC UTLC ERA offers services based on the principles of an open
tariff policy for all customers, providing non-discriminatory access
and transparent service for all potential users;
• JSC UTLC ERA is a cooperation platform for joint technological
development, with the focus given to the digital segment.

2025 STRATEGIC GOAL – IS TO EXPAND
THE CONTAINERS TRANSIT AND DEVELOP
THE MARKET FOR TRANSIT TRAFFIC THROUGH
UTLC ERA’S TRANSIT ROUTES, WITH ACCOUNT
TAKEN OF MARKET AND REGULATORY RISKS.
The goal is planned to be achieved through the implementation
of the following strategic objectives:
• expand the range of UTLC ERA’s services;
• shorten the time of delivery in the China – Europe (and Europe –
China) transit corridor along the routes of UTLC ERA by at least
48 hours;
• enhance reliability and make sure guaranteed transportation
time is met, as well as ensure the safety and traceability of goods
on each route of the Company.

5

2025 strategic
goal is to expand
containers transit
and develop
the market
for transit traffic
through UTLC ERA’s
transit routes,
with account
taken of market
and regulatory
risks.

is to develop the transit potential of the Eurasian Economic Union
through the integration of high-tech logistics services that require
a coordinated policy of railway administrations and regulators within
the 1,520 mm gauge space.

2

2

KEY MECHANISMS

• building a contractual framework that provides
the required number of railcars, terminals and other
components of a comprehensive transport service;
• creating an international digital testing range
on the basis of UTLC ERA with testing of blockchain
technologies and processing of electronic orders
received from various platforms;
• active marketing promotion of the Company
in the international transport and logistics market
aimed at upgrading customer loyalty to trans-Eurasian
railway services.

19
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D I G I T I S AT I ON
JSC UTLC ERA is continuously working to implement the most advanced
digital solutions in the organisation of container transportation.

Today, the most important factors in the competitiveness of rail transport
are real-time positioning of a container, maximum digitalisation of shipping
documentation, use of navigation seals and electronic freight settlements.
The implementation of these tasks contributes to the achievement
of the strategic goal of UTLC ERA – to benefit from the promotion
of the service via digital ordering platforms.

PROJECTS AND ACHIEVEMENTS
In 2019, UTLC ERA continued to digitalise the domestic business processes
of the Company and to develop the digitisation technologies of the transit
container shipments.
1. THE UNIFIED RAILCARS AND CONTAINERS TRACKING SYSTEM
HAS BEEN OPTIMISED IN THE COMPANY’S SERVICE THROUGHOUT
THE 1520 MM GAUGE TRACK.
The project is focused on the formation of the unified continuing
chain of the container positioning data from the moment of reception
from a bordering railway at the entry frontier station and reloading onto
a railcar with the 1,520 mm gauge track until the delivery of a container
to the bordering railway at a destination of the Company. This solution
ensures the provision of the Company’s departments with up-to-date
information for prompt performance of the urgent tasks, under the condition
of privacy, a variety of presentation formats and time limits.
The solution contributes to:
• the exception of container transit delays;
• the reduction of extra charges in transit;
• better informativeness and transparency of the service for Company’s
clients.
2. THE TRAIN INFORMATION MODEL OF UTLC ERA, AS WELL
AS THE COMPUTER-AIDED MONITORING OF TERMS AND DELAYS
OF THE TRAINS IN TRANSIT, HAVE BEEN IMPLEMENTED.
One of the advantages of railway transit is the just-in-time delivery
in compliance with the agreed schedule of regular container trains
running. The information system of UTLC ERA monitors the real travel time
of organised container trains. The system automatically calculates the travel
time and compares it with the parameters of the approved schedule
and keeps a record of long downtimes at stations, as well as the time
of station-to-station passing and passing over the territories of states along
the entire route.

20
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The information system also provides for:
• automatic computation of the expected time
of train arriving at a destination station,
correction of the time taking into account
the real-time and determination of the remaining
distance to a destination station;
• efficient planning of rolling stock for the next
shipment stage, as well as the data collection
for analysis and subsequent optimisation
of the container train running time in the service
of UTLC ERA.

PROJECT OF THE CREATION
OF THE UNIFIED
INFORMATION PLATFORM

3. THE PROCESS OF CALCULATION OF DAILY
USE OF AN ENGAGED ROLLING STOCK
FOR THE HAUL HAS BEEN AUTOMATED.

STAGES

Most of the rolling stock of UTLC ERA is platform
wagons accepted for a haul. The calculation
of rolling stock with owners is carried out daily
with an accuracy to an hour from one loading
operation to another, deducting the repair time
and the time of platform running for repair/
out of repair, as well as taking into account
the possible withdrawal of a railcar by its owner
from the UTLC ERA service at any time.
This scheme requires the development of complex
algorithms for calculating the cost of attracting
cars with a large variability of the conditions
for attracting.
Availability of automated calculation functions
provides for:
• accurate calculation of the cost of attraction;
• exception of wrong accruals;
• significant simplification of the monthly data
comparison process with owners of railcars;
• reduction of claim settlements.
4. A TECHNOLOGY DEVELOPED BY RUSSIAN
RAILWAYS WAS INTRODUCED TO CONFIRM
PAYMENT BY FREIGHT FORWARDERS
FOR TRANSIT TRAFFIC THROUGH
THE TERRITORY OF THE RUSSIAN
FEDERATION, INCLUDING RUSSIAN PORTS
(ORDER NO. 573/R DATED 26 MARCH 2018,
TELEGRAM 33481/CCTS).
The automated technology using the functionality
of the Electronic Consignment system may
eliminate the need to generate telegrams
confirming the payment of the tariff and to refuse
the services of an agent at the division points
of Russian Railways.

The most important challenge for the Company
is to integrate the information systems of UTLC ERA
and partners and create a unified information
platform for organising the transit container
transportation.

In the first quarter of 2020, the Company plans
to integrate the information systems
of customers and UTLC ERA aimed at automatising
the processes for submission and reconciliation
of orders, generating the unified tracing data
and shipping information sources, keeping records
of the platform stock use, and in the future,
rejecting paper copies of the shipping documents.
The main tasks of the interaction of information
systems of participants in transit transportation
are the creation of a reliable unified source
of information, end-to-end automation of the cargo
transportation process, effective planning of supply
chains, and in the future, the rejection of paper
media and the transition to a completely electronic
document flow during transit.
The Company is developing proposals
on generating the international digital testing site
at UTLC ERA with testing the blockchain technology
and processing the electronic orders received
from various platforms.
The success of the project would offer
the following advantages: ease of reciprocation,
reduction of the operation time at joints
and intermediate stops (in 2025 perspective,
the reduction of operation time in transit through
the passages of UTLC ERA by 48 hours minimum)
and the reduction of costs. The project would
create conditions for the implementation of 4S
factors at UTLC ERA – “Speed”, “Stability”, “Safety”
and “Service”.
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PROVI DI NG
A T RA NSPORTATIO N
RESOURCE
Until 2019, UTLC ERA worked with the platform wagon stock
borrowed for a haul.

As of 31 December
2019, the Company
leased
300 platforms
and plans to borrow
other 700 units
until the end of July
2020.

In the context of a shortage of the platform
wagons stock and an increase in the rates
of their borrowing in late 2018 – early 2019,
the management and the Board of Directors
of UTLC ERA deemed it advisable
to produce new platforms and borrow them
on a long-term finance leasing.
In 2019, the Company held the bidding
procedures and signed two lease
contracts for 1 thousand 80-feet platform
wagons. The leasing companies were
Sberbank Leasing and UniCredit Leasing,
the manufacturer was Osipovichi Transport
Engineering Plant (Belarus).
The total cost of leased platforms amounts
to about US$ 56 mn, excl.VAT.
As of 31 December 2019, the Company
leased 300 platforms and plans to borrow
other 700 units to the end of July 2020.
The total number of platforms borrowed
under leasing contracts will not exceed
20% of the required stock of UTLC ERA,
which is the optimal stock ownership
and use ratio, including in the conditions
of the market surplus of the platform
wagons stock at the beginning of 2020.

The introduction of technology helps to save
about RUB 10 mn every month.
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O P E R AT I ON A L HIGHL IGHTS
UTLC ERA SERVICES DYNAMICS
(TOUS. TEU)
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As of the end of 2019, the UTLC ERA provided
the container cargo transportation services
totalling 333,021 TEU, in particular, the Company
dispatched 3106 container trains by the main routes
of UTLC ERA.
The scope of transit transportation in the China –
Europe – China direction amounted to 303,007
TEU, including 111,384 TEU in the U WEST – 191,623,
U EAST service.
China remains the main generator of transit cargo
traffic. Key Chinese provinces began competing
for priority access to the Company’s core corridor,
significantly increasing their shipments in 2019. This
significantly influenced the result performances
of the Company.
Besides, the range of cargo has expanded: if earlier
manufacturers of expensive equipment and cars
needed mainly the transportation services, now
cargo owners with a relatively low cost of cargo
employ the services of the Company.
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Urumqi
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Taiyuan
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Xining

Suzhou
Weihai

Lanzhou
Xi'an

Zhengzhou

Wuhan
Chengdu
Chongqing

TRANSPORTATION
GEOGRAPHY OF UTLC ERA
IN 2017–2019
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Bejing

Madrid
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Hefei
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%

Ganzhou

83 59
Number of China – Europe
routes

4

China was the main generator
of transit cargo traffic in 2019.
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SHARE OF CHINESE
PROVINCES IN THE TOTAL
TRANSIT SCOPE OF UTLC ERA

The total value of goods shipped
by UTLC ERA in 2019

In 2019, UTLC ERA arranged and developed the container transportation between China,
the Southeast Asian countries and the European Union countries in transit through the territories
of Kazakhstan, Russia and Belarus.
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MAIN NOMENCLATURE AND VALUE OF GOODS
IN THE UTLC ERA SERVICES
The technology of organising regular container
trains on the core routes of JSC UTLC ERA has
made it possible to switch over shipping of products
of the world’s leading automobile industry concerns
to railway transport. Currently, Mercedes-Benz,
Audi, Porsche and Range Rover cars, as well
as Volvo, whose cars are transported in both
directions, are transported by rail from Europe
to China.

US$

ELECTRONICS
AND COMMUNICATION DEVICES

6,214,395,049

Over the past year,
the average daily
number of trains
en route increased
to 8.5 units, while
during the peak
season it reached
12–15 trains per
day.

US$

MOTOR VEHICLES

2,339,839,906

US$

25,041,249,953
Total

TEXTILE AND TEXTILE
ARTICLES

920,840,150

US$

FURNITURE
AND LIGHTING FIXTURES

891,975,325

US$

PLASTICS AND PLASTIC GOODS

505,852,288

26

US$

4

5

As part of improving the technology of container
transportation, the XL Train project is being
implemented:

MACHINERY AND EQUIPMENT

14,168,347,235

3

2

US$

CONSUMERS
OF UTLC ERA
SERVICES
ARE GLOBAL
BRANDS

ROUTE SPEED AND MAKING
UP OF TRAINS
In 2019, the route speed of transit trains running
along the 1520 mm gauge track was 1056 km/day.
A limitation in achieving better results was
the delays due to squall winds in Kazakhstan.
The average total travel time in 2019 was
5.15 days. In the context of railway administrations,
this indicator was broken down as follows:
JSC NC KTZ – 2.28 days, JSC Russian Railways –
2.23 and Belarusian Railway – 0.65 days.
At the same time, thanks to the co-operation
of the management of UTLC ERA and Russian
Railways, in December 2019, the route speed
through the territory of Russian Railways amounted
to over 1150 km/day due to the optimisation
of parking times and an increase in the haul
maintenance in the warranty areas. Substantially,
this led to a reduction in the transit time of passage
through the territory of Russian Railways to two
days.

In 2019, the major
clients were still
JSC Russian Railways
Logistics
and JSC KTZ Express
with a share
of revenue in the total
volume of 33%
and 30%, respectively.

in 2019, 677 long trains were arranged, including
up to 100 conventional railcars. This technology
makes it possible to increase the efficiency of using
the capacity of the infrastructure and reduce
the costs of the arrangement of transportation.

DISTRIBUTION OF CARGO
TRAFFIC BY DIRECTIONS
In 2019, the growth of cargo transportation
volumes continued in Europe – China (U EAST)
and China – Europe (U WEST) directions. Thus,
the volume of container cargo traffic from China
to the European Union in 2019 showed year-onyear growth of 24%, while the volume of container
traffic from the European Union to China in 2019
increased by 12% year-on-year, which contributed
to the decrease in balancing of freight flows.
In 2019, UTLC ERA continued to generate volumes
thanks to clients attracted in 2018, and also
increase its client base.

CARGO TRAFFIC BALANCING (THOUS. OF TEU)

350
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77%

70%
196.2
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158.6
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100

50
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64.0

0

The increase in the average train load (compaction)
can be considered as a technological factor
in optimising costs and attracting more cargo.
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C US TO ME R S ERVICE
D E V E LOP MEN T

4.52

4S FACTORS

1. Speed

In 2019, the Company reached an interestfree level of this factor in the 1520 gauge
track and achieved the average transit time
of 5.15 days with a tendency of its monthly
decrease. In some months, the average transit
time reached 4.58 days, and in October 2019
it was 4.52 days.

SPEED

SERVICE

Average transit time

IT solutions,
electronic seals
for transit
services

5.15

days

The extremely low rate of incidents is the result
of joint activities of the railway administrations
and transport police and our developments (in
particular, the technology of loading containers
according to the door-to-door scheme).

DAYS
FOR THE FIRST
TIME

The record speeds
in 2019 made
it possible to reduce
the transit time
for the delivery
of cargos in containers
from the border
of China to the border
of the European
Union to five days.

4. Stability of shipping

It is achieved through well-coordinated
work at international junctions with Chinese
and European partners and cooperation
of all members of the transportation process
in the 1520 gauge track.

SAFETY

STABILITY

of damages

container trains
per day

TRANSIT TRANSPORTATION TIME
(DAYS)
7

6

6.3
5.8
5.15

5

1,400

28

1,150
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1,000

920

932

‘16
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964

800

up to 15

400

200

0

The company aims at applying all available
technical and technological capabilities to reduce
transit transportation time. Speed is a key factor
in the competitiveness of UTLC ERA’s base route
for Chinese and European shippers.
The constant increase in the range of services
and the ability to choose new logistics solutions
and directions that UTLC ERA offers to its partners –
shippers and consignees – are the key advantages
of the Company.
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TRANSIT TIME FOR THE 1520 GAUGE TRACK
(DAYS)

4

‘18

1,350

1,200

4

‘17

5

AVERAGE SPEED FOR THE 1520 GAUGE TRACK
(KM/DAYS)

3. Services

Development and implementation of new
technologies to minimise cargo losses and track
the location of containers, for example,
electronic seals and geolocation tracking.

4

600

0.0001%

2. Safety of transportation

3

2

In October 2019, transit transportation
time reached

At the end of 2019, the Company managed to bring the level of service, speed and safety of transportation to a whole
new level, which allows us to offer the Company’s customers competitive and attractive conditions for the delivery
of across the China-Europe-China route.

The effective operation of UTLC ERA is based
on four interrelated key factors.

1
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NEW PROJECTS OF UTLC ERA
In November 2019, the common railway CIM/
SMGS1 consignment note was used for the first time
in the history of the railway transport for multimodal
container transportation along the Xian – Baltiysk –
Mukran – Mannheim route.
In October 2019, the Company succeeded
with the pilot project on transportation
of two container trains Xi’an – Germany Express
on the Xian – Mamonovo (Kaliningrad) – Neuss
route. The train route passed from Xian to Neuss
under servicing of UTLC ERA through the territories
of Kazakhstan, Russia, in particular the Kaliningrad
region, Belarus and Lithuania. The transhipment
was carried out at the border stations Altynkol
(China/Kazakhstan) and Braniewo (Russia/Poland).

UTLC ERA in cooperation with Russian Railways
and NC KTZ implemented a pilot project
for the transportation of transit cargo through
Russia and Kazakhstan using navigation seals
based on the technology of the global navigation
satellite system (GLONASS). The project
was a part of the procedure for preparation
for the implementation of the Decree No. 290
of the President of the Russian Federation dated
24 June 2019 “On Introducing Amendments
to Certain Decrees of the President of the Russian
Federation”. This Decree allows the transportation
of sanctioned goods in transit through the territory
of the Russian Federation to third countries since 1
July 2019.

In December 2019,
the Eurasian Rail
Alliance Index
(ERAI) – information
and analytical portal
was launched.
It was the first index
of the Eurasian
railway transit
shipping.

The Company carried out test shipments
of refrigerated containers with imported products
from China to the station of the Moscow junction.
It was developing a scheme of sending refrigerated
containers with export products of Russian food
manufacturers to consumers in China.

In November 2019, the common railway
CIM/SMGS consignment note was used
for the first time for multimodal container
transportation along the

XIAN – MUKRAN –
MANNHEIM
route in the passage
China – Europe – China

Russia

Belarus
Kaliningrad

Mukran
London

Neuss

Liege
Luxembourg
Bourges
Paris

Mannheim

Lion

Madrid

Barcelona

Kazakhstan

Warsaw
Prague
Pardubice
Budapest

Milano
Verona

Europe

Dostyk
Kuitun
Urumqi
Korla
Shanghai
Aksu

Altynkol

Shenyang
Bejing
Taiyuan

Kashgar

Xining

China

Lanzhou

In October 2019, the Company
in cooperation with DHL
Global Forwarding succeeded
in launching two pilot trains
Xi’an – Germany Express
on the

XIAN –
KALININGRAD –
NEUSS ROUTE

30

Total container transportation
time in China – Europe passage
was a record high of

12

DAYS

1

Tangshan
Tianjin

Weihai

Zhengzhou
Xian
Chengdu
Chongqing

Hefei
Wuhan

Lianyungang
Wuxi
Yiwu

The CIM/SMGS consignment note confirms the signing of contracts for transportation by CIM and SMGS along the routes between countries, where CIM
and SMGS are applied. CIM – Uniform Rules Concerning the Contract for International Carriage of Goods by Rail. SMGS – Agreement on International Goods
Transport by Rail.
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MULTIMODAL SERVICE
BY CIM/SMGS UNIFIED
CONSIGNMENT NOTE
In 2019, UTLC ERA launched a new container
service between China and Europe using
the common CIM/SMGS unified consignment note
in multimodal traffic.
In November 2019, the first container train
was dispatched from Hsinchu station (Xian)
to Mannheim station (Germany) through the seaport
of Baltiysk, Kaliningrad region, using the common
CIM/SMGS unified consignment note as a carriage
document along the entire route. Its use
as a common carriage document in transcontinental
traffic in multimodal transportation by sea and rail
is unprecedented. For the first time, the CIM/SMGS
consignment note is used not only for two legal
regimes but also for two modes of transport.
The service was launched as a part of UTLC ERA’s
initiatives to reduce transit time, aimed
at increasing the volume of transit cargo
in containers by rail. The expected transit time
on the route in both directions will not exceed
14 days.
The key advantage of the CIM/SMGS consignment
note is that there is no need to reissue the carriage
document when changing from one transport
law (for example, from the SMGS right to the CIM
right when transporting from China to Europe)
to another.
The use of a common consignment note excludes
additional costs associated with the re-issuance
of documents, the influence of the human factor
and possible errors during re-issuance, the absence
of the need for which leads to a reduction
in transportation time.
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EURASIAN RAILWAY
TRANSIT TRAFFIC
INDEX
For the first time
in the history
of logistics: two
types of transport,
two legal regimes
require one
document.

ERAI is a unique
tool that helps
any market
player to choose
a delivery method
by assessing the cost
of transportation
by the longest leg
of the trans-Eurasian
route.

In December 2019, the Company launched
the information and analytical portal www.
index1520.com, which, in addition to ERAI values,
regularly publishes official traffic statistics of UTLC
ERA services, the latest news from the transport
and logistics industry and analytical studies in areas
related to Eurasian container shipping.

In 2019, ERAI was included twice in the Sea
and Air Shipper Insight Report prepared by Drewry,
a leading independent international analytical
agency. Thus, for the first time at the international
level, the role of the Eurasian railway transit
was recognised and highly appreciated. Such
materials will be published regularly.

The index value depends on some factors.
The main ones are infrastructure tariffs, the cost
of platform wagons, speed, transit time, seasonality
and infrastructure availability. Besides, the ERAI
indicator is sensitive to processes in the competitive
sea freight market, and also takes into account
the government regulations of the railway industry.

As noted in the analytical article, a comparison
of ERAI with the World Container Index (WCI) shows
that the cost of rail transportation is less volatile than
sea transportation. The WCI is calculated by Drewry
Agency and indicates the cost of shipping. Besides,
rail transport has gained considerable success
in terms of cost savings compared to sea transport.
While about 98% of the volume of trading between
Europe and China still accrues to sea shipping,
Drewry conceives that rail transport will continue
to be more competitive in the future.

The primary reason for development of ERAI was
to provide an analytical tool to cargo owners so
the latter could make better informed decisions
regarding cargo delivery methods. ERAI contributes
to increasing the transparency of pricing in the rail
transit market and the degree of awareness
of the market and its participants. The publicity
of the index creates excellent conditions for raising
public awareness of the maximum number
of cargo owners about the tariff attractiveness
of the Eurasian railway infrastructure.
The route section “border station 1520/1435 mm –
border station 1520/1435 mm” (similar to “port –
port”) is essential for calculating the railway index
since the goods in containers can be delivered both
to the border station and the port container terminal
by various types of transport (road, river).
The calculation methodology is determined based
on the UTLC ERA corridor (over 80% of the volume
of transit container traffic in the China – Europe
direction) providing the possibility to connect
other transit directions at subsequent stages.
The principle of analogy with the deep sea was also
applied, since the number of points of origination
and termination of cargo traffic in China and Europe
is steadily increasing, and it is customary
to take the longest section of the transportation
route by one mode of transport to determine
the indicative cost.

http://index1520.com/

It should be noted that the index was presented
by UTLC ERA at the platforms of the Organisation
for Railways Cooperation, the International Union
of Railways, the International Rail Transport
Committee, the International Coordinating Council
for Trans Eurasian Transportation and the Inland
Transport Committee of the UN Economic
Commission for Europe.
The issue of ERAI and market factors affecting its
dynamics will be included in the plan of the working
group on marketing and transportation for 2020
of the Joint Group operating under the Seven-Party
Agreement on the development of container trains
on the China – Europe route.

Given the relevance of attracting transit container
flows to the infrastructure of shareholders,
it is proposed to take full advantage
of the international platforms to promote ERAI.

DYNAMICS OF THE ERAI INDEX IN 2016–2019
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INNOVATIVE DEVELOPMENT
The railway transit between Asia and Europe
is a highly complex process, which must consider
many minor issues composing its structure:
technological, infrastructural, commercial
and marketing ones. New technologies are setting
new targets for railways with 1520 mm gauge track.
By decree No. 290 of the President of the Russian
Federation of 24 June 2019 “On Introducing
Amendments to Certain Decrees of the President
of the Russian Federation”, a transit of sanctioned
cargo through the territory of Russia can be carried
out on the condition of the use of electronic
navigation seals with the GLONASS positioning
system. The cargo tracking system with navigation
seals is a large-scale project being developed
with the participation of the Federal Customs
Service of the Russian Federation, the Federal
Service for Supervision of Transport of the Russian
Federation, the Ministry of Transport of the Russian
Federation, Russian Railways and navigation seal
operators.
In December 2019, UTLC ERA, together
with Russian Railways, NC KTZ JSC
and the navigation seal operator, implemented
a pilot project for the transportation of containers
on the Europe – China route with the activation
of electronic navigation seals at the Smolensk
station and the deactivation of the seals
at the Dostyk station. This technology has been
used for the first time over such long distances
and is unique for rail transit.
The start of transportation of transit goods
using electronic navigation seals is expected
in the second quarter of 2020. It will allow
to attract additional volumes of transit containers
into UTLC ERA services, primarily due to the growth
in demand for European foodstuffs in China.

The project
“Transportation
of sanctioned
cargoes from Europe
to China in transit
through Russia
using identification
means (seals)
operating based
on the technology
of the global
navigation satellite
system “GLONASS”.

USE OF NAVIGATION
SEALS
IN THE UTLC ERA’S
SERVICES
IN 2020

ADVANTAGES
OF THE TECHNOLOGY:
1

an increase in the volume of cargo transportation
by 50 thous. TEU minimum due to the possibility
of transporting groups of sanctioned goods using
electronic navigation seals, by the estimate
of the Management of UTLC ERA;

2

online monitoring 24/7 of the cargos location –
the ability to provide information to customers
at a whole new level;

3

instant receipt of the information on container
opening/access to cargo – increasing the safety
of cargo;

4

the possibility of developing the project
for the complete digitalisation of shipping
documents at subsequent stages.
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HR DEVEL OPM ENT
HR POLICY AND STAFF
PROFILE

The headcount
as at 31 December
2019 amounted to

The HR Policy aims at creating an effective system
of relationships as one of the main components
of the Company’s competitive advantage
and the achievement of economic efficiency
in all spheres of work with personnel based
on a comprehensive account of the factors affecting
the motivation of the Employee to reveal his/her
potential to a fuller extent.

persons
(including
External part-timer):
53 managers,
54 specialists
and 5 employees,
i.e 10.9% higher
year on year.

The fundamental principles of work with personnel
are the achievement of consistently high results,
a focus on development, innovation and adherence
to corporate values.
As of 1 January 2019, the staff of UTLC ERA
amounted to 103 persons. At the end
of the reporting period, the staff totalled 114.

112

In 2019, 16 people were
hired, 6 people were
dismissed.

100

The average headcount in 2019 was

The employee turnover
rate as of 31 December

6%

2019 was
,
remaining at the level
of the previous year
(6.1%).

PEOPLE

2017

2018

2019

75

101

112

1

1

1

AVERAGE HEADCOUNT

68

82

100

Hired

22

27

16

2

5

6

AVERAGE HEADCOUNT
Including part-time

Dismissed

THE KEY COMPETITIVE ADVANTAGE IS THE CREATION
OF AN END-TO-END TECHNOLOGY FOR THE USE OF NAVIGATION
SEALS ON THE 1.520 MM GAUGE TRACK
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E N VI RO NMEN TAL PROTECTION

EXT ERNA L SOCI A L
PROGRA M M ES

EMISSIONS
In 2019, UTLC ERA developed and implemented
a procedure for calculating CO2 emissions,
thanks to which the Company can keep statistics
on its carbon footprint. Thus, at the end of the year,
the total volume of direct emissions of all services
of the Company amounted to 36.66 thousand tons1,
i.e. approximately 110.1 kg of CO2/TEU. It should
be noted that the routes of UTLC ERA passing
through the territory of Belarus are fully electrified,
and train movements through the territory of Russia
with the involvement of diesel traction is quite rare.
Thus, UTLC ERA relies primarily on electric traction
in its activities.
The railway is one of the most resource-efficient
and environmentally friendly modes of transport.
For example, taking similar initial data as the distance
and volume of cargo traffic, the total volume of direct
and indirect2 CO2 emissions from road and air
transport is significantly higher.

SHARES OF TYPES OF LOCOMOTIVE
TRACTION ON UTLC ERA’S ROUTES (%)

Sustainable
development,
and, in the long term,
the achievement
of carbon neutrality,
is inextricably linked
with the ambitions
of UTLC ERA to create
a competitive
alternative
in the form
of container rail
traffic between
China and Europe
and a stable connection
in the Eurasian
space through
the 1,520 mm gauge.

Promoting long haul
rail traffic is a key
step in reducing
greenhouse
gas emissions
from the transport
segment worldwide.

30.9

In 2020, the Company is planning to launch
the Keen оn Green initiative, under which some
of the following projects will be implemented:
• establishing guardianship over endangered
species of animals in natural areas adjacent
to the routes of the Company’s container trains
movement;
• adding topics related to the environment
and the role of rail transport in reducing
emissions to the agenda of One Million Club
conferences;
• publishing the real-time information on CO2
emissions on the main page of the Company’s
website;
• making a presentation film about UTLC ERA,
covering environmental issues as well;
• participation of the Company in European
exhibitions and conferences dedicated to ecology
in the field of logistics;
• #KeenOnGreen is a new action in social networks
aimed at the conservation of flora and fauna
of the Silk Road, including the UTLC ERA’s corridor;
• environmental friendliness as a stylistic solution
when decorating the UTLC ERA’s booth in Europe.

VOLUME OF DIRECT AND INDIRECT CO2
EMISSIONS BY MODE OF TRANSPORT WHEN
SUBJECT TO THE SAME CONDITIONS
10

CHARITY
The company contributes to patriotic education,
the development of culture, health care, education,
science and sports, and the promotion of a healthy
lifestyle in Russia, Kazakhstan and Belarus.
For the effective implementation of charity,
UTLC ERA approved the Policy on sponsorship
and charity work.
Principles of charity support:
• transparency, targeted orientation and efficiency
in the use of allocated funds;
• targeted use of funds;
• moving from one-time donations to a policy
of integrated social responsibility.
Any individual or charitable organisation may
apply for charity support by UTLC ERA. Upon
receipt, the application is checked for conformity
with the Policy on sponsorship and charity work,
the amount of support provided is determined taking
into account the financial capabilities of UTLC ERA
at the time of receipt of the application, the sponsor
fee may be paid in full or in part from the amount
stated in the application. If a positive decision is made,
an appropriate agreement is concluded.

1

Charity activities
of UTLC ERA
are aimed
at supporting
low-income citizens,
disabled people,
pupils of children’s
organisations
and institutions,
railway veterans
and honoured
workers of railway
transport.

In 2019, UTLC ERA
allocated

10,5
9

RUB
million for charity,

RUB
million
were invested
in the current charity
programme.

х,8.9

69.1

3

2

4

5

CHARITY EXPENDITURE OF UTLC ERA IN 2019 (%)
5.6

5.6
22.2

11.1

11.1
22.2
11.1
11.1
Life Line Charity Foundation
Kzhol Charity Fund
Pochet Charity Fund
Retirees and veterans of the Kazakhstan Railways
Retirees and veterans of the Belarus Railways
Residential special school in Zhdanovichi
Special needs school in Ulukovye
Bogushevskaya sanatorium boarding school of Senno district

EXPENDITURES FOR THE NEW YEAR CHARITY
PROGRAMME OF UTLC ERA IN 2019 (%)

8

Electric traction
Diesel traction

6

ENERGY AND WATER CONSUMPTION VOLUMES IN 2019
CONSUMPTION, KW

AMOUNT, RUB

Power supply

187 895,5

1 106 729,3

Water supply

3 255,5

127 934,6

329,5

533 430,4

36

Emissions are based on the Tank-to-Wheel (TTW) calculation system.

2

Emissions are based on the Well-to-Wheel (WTW) calculation system.

33.3

1.5

33.3

2

х,1.0

Residential special school in Zhdanovichi
Life Line Charity Foundation
Corporate Fund of Social Projects

х,1.4

0

Rail
1

33.3

RUB
million.

4

INDICATORS

Heat consumption

The New Year’s
charity programme
was implemented
in the amount of

Motor

Avia

37

Performance Report

Annual Report 2019

1

2

3

4

5

SPONSORSHIP
To improve the recognition and international
promotion of the UTLC Eurasian Rail Alliance
brand in the Eurasian space, the Company
organised and held UTLC Ice Cup 2019 - Young
Eurasian Stars and UTLC Cup 2019 – Young
Eurasian Stars.
Ten teams from nine national football
associations, members of the Union of European
Football Associations (UEFA) and the English
Football Association, took part in the UTLC Cup
2019 – Young Eurasian Stars tournament: junior
teams of Moscow Lokomotiv, Spanish Barcelona,
French Lyon, Chinese Zhejiang Greentown,
Minsk Dynamo, Dortmund Borussia, Italian
Inter, Kazakhstan Astana, Japanese Yokohama
Marinos, and Moscow CSKA.
Also in 2019, the first hockey tournament
UTLC Ice Cup 2019 – Young Eurasian Stars
was held in Kazakhstan. The international
youth tournament for the first time brought
together hockey players from five countries
of the Eurasian continent. All teams
represented the Continental Hockey
League.

In 2019,
UTLC ERA
allocated

30

RUB
MILLION

for sponsorship
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F I N ANC I A L
R E VI EW
For 12 months of 2019, UTLC ERA arranged
transit container traffic in the China / South-East
Asia – Europe route and in the opposite direction
of the 1520 gauge track.
Metrics for 2017 and 2018 are given based
on the UTLC service performance and in line
with the cumulative outcomes of JSC UTLC
for 12 months in the production business
segment transferred to UTLC ERA following
the reorganisation and cleared of the influence
of non-production operations related to holding
shares of PJSC TransContainer, with regard
to full reporting of UTLC ERA from the moment
of the Company’s registration. Also, intra-group
turnover under the agency agreement between
JSC UTLC ERA and JSC UTLC in 2018 has been
excluded.

In the reporting period, the main source
of generating cash revenue of UTLC ERA was
income from the forwarding services.

1

40

Traffic volume

4

5

Achieving parity
in the authorised
capital of JSC
UTLC ERA allowed
to enhance
the involvement
of all shareholders
in the further
development
of the first
integration project
on the territory
of the Eurasian
Economic Union
and created
additional
conditions
for its successful
implementation.

Since the Company initiated a sales agreement
for the acquired rolling stock, which provides
for the subsequent leaseback of the sold platform
wagons, revenue from the sale of goods amounted
to RUB 700 million at the end of 2019.

In 2019,
UTLC ERA JSC
achieved significant
financial
performance due
to an increase
in traffic volume
and ongoing
management work
for improving
the balance of traffic
and optimising
production costs.

According to UTLC ERA’s performance
for 12 months of 2019, gross revenue amounted
to RUB 27,079 million, up RUB 4,306 million
(or 19%) year-on-year. Revenue from the forwarding
services amounted to RUB 26,379 million, which
is higher than the performance for 12 months
of 2018 by RUB 3,606 million (or 16%). The revenue
growth was driven by an increase in traffic volume
by 19% year-on-year.

The gross profit margin for the 12 months of 2019
was 16.3%, which is down 3 p.p. year-on-year.
The decline in gross profit margin is mainly due
to the phased reduction of the complex rate
to customers.

CHANGES IN KEY FINANCIALS IN 2017–2019 (RUB MILLION)

333

2018

In 2019, the traffic volume
amounted to

+19%
THOUSAND
TEUS

2017

Total

Including
JSC OTLC

Including
JSC UTLC ERA

Intra-group
turnover1

2019

RUB million

%

Revenue

13,902

22,773

3,061

19,745

–34

27,079

4,306

19

Forwarding services and other types

13,902

22,773

3,061

19,745

–34

26,379

3,606

16

Sale of goods

0

0

0

0

0

700

700

0

Cost of sales

–11,903

–18,553

–2,862

–15,723

33

–22,788

–4,235

23

Forwarding services and other types

–11,903

–18,553

–2,862

–15,723

33

–22,089

–3,536

19

0

0

0

0

0

–699

–699

0

1,999

4,220

199

4,022

–1

4,291

71

2

14

19

7

20

–

16

–

–

–577

–783

–158

–627

1

–908

–125

16

Profit from sales

1,421

3,437

42

3,396

0

3,383

–54

–2

Profit margin,%

10

15

1

17

–

12

–

–

–68

127

38

90

0

–115

–242

–190

1,353

3,565

79

3,485

0

3,268

–296

–8

–271

–724

–7

–717

0

–660

64

–9

1,082

2,840

72

2,768

0

2,608

–232

–8

8

12

2

14

–

10

–

–

Gross profit
Gross profit margin, %

2017

2018

2019

Change in 2019 year-on-year, %

Thousand TEUs

176

280

333

19

Revenue

RUB billion

13.9

22.8

27.1

19

EBITDA

RUB billion

1.4

3.5

1

3.5

1

Net profit

RUB billion

1.1

2.8

1

2.6

–8

In 2019, the Company received corrective documents on expenses in 2018. The Company also made
adjustments to sales for 2018. The total amount of all adjustments was RUB 55,118 thousand. These
adjustments to revenues and expenses were given retrospectively.

Result of other revenues and expenses
Profit (loss) before tax
Current income tax expense, deferred
tax movement
Net profit (loss)
Net profit margin, %

2

Changes in 2019 year-on-year

Indicator

Cost of goods sold

TRENDS OF KEY PERFORMANCE INDICATORS OF UTLC ERA
Unit of measurement

3

2

2019 FINANCIALS

Production and management costs

Indicator

1

Intra-group turnover under the agency agreement between JSC UTLC ERA and JSC UTLC.
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Costs of the forwarding services amounted
to RUB 22,089 million, which is higher than
the performance for 12 months of 2018
by RUB 3,536 million (or 19%). The growth
in the cost of forwarding services is associated
with an increase in traffic volume by 19%
year-on-year.

The cost
of sales of UTLC ERA
at the end of 2019
amounted to
RUB

REVENUE OF UTLC ERA FOR 2017–20192
(RUB MILLION)

As the Company initiated a sales agreement
for the acquired rolling stock, which provides
for the subsequent leaseback of the sold
platform wagons, costs of goods sold amounted
to RUB 699 million at the end of 2019.

million, up
RUB 4,235 million
(or 23%) year-on-year.

30 000

Payment for the services of infrastructure owners
in 2019 as part of the cost of forwarding services
amounted to 80%, or RUB 17,501 million, including:
• JSC RZD – RUB 7,525 million,
up RUB 1,647 million year-on-year;
• KTZ NC JSC – RUB 7,696 million,
up RUB 1,007 million year-on-year;
• State Association “Belarusian Railway” –
RUB 2,280 million, up RUB 306 million
year-on-year.

22,788

+64%

27,079

2

3

4

5

EBITDA OF UTLC ERA FOR 12 MONTHS OF 2017,
2018 AND 2019 (RUB MILLION)

+147%
3,500

3 500

+1%
3,535

+149%

3,412

3 000

22,773
2 500

19,712

2 000

In 2019,
the total volume
of infrastructure
charges increased
by 20% year-on-year.

15 000

13,902
1 500

1 000
5 000

JSC UTLC
JSC UTLC ERA

3,061

0

‘17

‘18

‘19

+56%

+23%

24,000

Infrastructure charges of KTZ NC JSC
Infrastructure charges of JSC RZD
Engagement of platforms
Infrastructure charges of State Association
“Belarusian Railway”
Other expenses

22,788

‘18

‘19

NET PROFIT OF UTLC ERA FOR 12 MONTHS OF 2017,
2018 AND 2019 (RUB MILLION)

+162%

2,840

2 800

2,768

–8%
2,608

+141%

2 400

20,000

18,553
2 000

15,690

16,000

12,000

88

‘17

+91%

JSC UTLC
JSC UTLC ERA

500

0

COST OF SALES OF UTLC ERA FOR 2017–20192
(RUB MILLION)

10
35

1,418

10 000

9

34

+95%

25 000

20 000

THE STRUCTURE OF THE COST OF RENDERING FORWARDING SERVICES
BY ERA JSC FOR 12 MONTHS OF 2019

12

+19%

1

1 600

11,903

1 200

1,082

8,000
800
4,000

2,862

0

‘17

1

42

JSC UTLC
JSC UTLC ERA

‘18

72

0

‘19

JSC UTLC
JSC UTLC ERA

400

‘17

‘18

‘19

In 2018, intra-group turnover under the agency agreement
between JSC UTLC ERA and JSC UTLC has been excluded.
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В TOUCH

Corporate Governance Structure
General Meeting of Shareholders
Board of Directors
Committees of the Board of Directors
Management Board and General Director
Audit Commission
Auditor
Risk Management
Dividend Policy
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C O R POR AT E G OVERNANCE
S T R U CTU R E
External
Auditor

An effective corporate governance
system is an important factor
in the sustainable development
of the Company. UTLC ERA has
a developed corporate governance
system, which is based on the legislation
of the Russian Federation.

General
Meeting
of Shareholders

IN-PERSON
MEETINGS

Audit Committee

Number of meetings of the Board
of Directors of UTLC ERA in 2019

6 in-person,
3 in absentia

MEETINGS

In line with the recommendations
of the Corporate Governance Code
of the Bank of Russia, the main
principles of building a corporate
governance system at UTLC ERA are:
• equal treatment of shareholders’
rights and interests;
• respect and protection
of shareholders’ rights;
• consistency and collegiality
in decision making;
• involvement and professionalism
of members of the Board of Directors
and the Management Board;
• stable and transparent Dividend
Policy;
• information openness
and transparency;
• rejection of corruption in any form
and manifestation;
• compliance with ethical standards
of conduct;
• corporate social responsibility.

Audit
Commission

Corporate
Secretary

Board
of Directors

General Director
(Chairman
of the Management
Board)

HR, Remuneration
and Corporate
Governance
Committee

Strategy
Committee

Heads,
manages the work

Management
Board

Secretary
of the Committee

Elects, approves1, appoints
Reports, prepares recommendations

1
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5
9
21

Number of General Meetings of Shareholders
of UTLC ERA in 2019

Approval of the Auditor of UTLC ERA under the current Articles of Associations (approved
by the decision of the annual General Meeting of Shareholders of UTLC ERA dated 24 June
2019) pertains to the exclusive competence of the Board of Directors of UTLC ERA.

Number of meetings of the Management
Board of UTLC ERA in 2019

19 in-person,
2 in absentia
MEETINGS

1

2

3

4

5

GENERA L
M EET I NG
OF SHA REH O L D E R S
The General Meeting of Shareholders is the supreme
management body of UTLC ERA.

The procedure
for preparing,
convening
and holding
the General Meeting
of Shareholders
of UTLC ERA
is determined
by the Company’s
Articles of Associations
and the Regulations
on the General Meeting
of Shareholders
(approved
by the decision
of the extraordinary
General Meeting
of Shareholders
dated 29 June 2018).

The General Meeting of Shareholders
of UTLC ERAis competent
to pass decisions on issues
of their exclusive competence provided
that the meeting is attended
by shareholders of UTLC ERA holding 3/4
of the votes of the outstanding voting
shares of the Company. Thus, given that
UTLC ERA has three shareholders, all
of them must take part in the meeting
of the General Meeting of Shareholders.
It should also be noted that the issues
referred to the exclusive competence
of the General Meeting of Shareholders
of UTLC ERAare divided into particularly
important, special and other issues
of the General Meeting of Shareholders
of UTLC ERA2.

At the end of 2019, the committees of the Board
of Directors were set up and started their work,
and one meeting of the Strategy Committee
of the Board of Directors of UTLC ERA (in-person)
and one meeting of the Committee for Personnel,
Remuneration and Corporate Governance
of the Board of Directors of UTLC ERA (in absentia)
were held.
No independent directors sit on the Board
of Directors.
Members of the Board of Directors:
• two representatives of Russian Railways;
• two representatives of JSC NC KTZ;
• two representatives of State Association
Belarusian Railway.
The gender composition of the Board
of Directors – 5 men, 1 woman.

2

For more details please refer to Section 12
of the Articles of Associations of UTLC ERA.

47

Corporate Governance

B O AR D
O F D IRE C TOR S
The Board of Directors of UTLC ERA is a key pillar that forms and develops
the corporate governance system, it protects and exercises the rights
of shareholders, and supervises the activities of executive bodies.
The Board of Directors of UTLC ERA is charged with general oversight
of the Company’s activities, except for resolving issues attributed
by the Articles of Associations of UTLC ERA and internal documents
of UTLC ERA to the exclusive competence of the General Meeting
of Shareholders, the Management Board and the General Director of UTLC ERA.
The competence of the Board of Directors covers:
• prioritisation of the areas of the Company’s business;
• convening of annual and extraordinary general meetings of shareholders,
as well as issues of preparation of the General Meeting of Shareholders;
• setting up of a collegial executive body – the Management Board;
• approval of internal documents of the Company, except for internal
documents, the approval of which is attributed to the exclusive
competence of the General Meeting of Shareholders and executive
bodies of the Company;
• approval of the Company’s Registrar and the terms of an agreement
and termination of the agreement with the Registrar;
• consent to the conclusion of transactions or subsequent approval
of transactions in accordance with the existing laws and the Articles
of Associations of the Company;
• making decisions on the appointment and dismissal of the Corporate
Secretary.
The Board of Directors of UTLC ERA is elected by the General Meeting
of Shareholders of UTLC ERA for a period until the next annual General
Meeting of Shareholders in the amount of six members, including:
• two members of the Board of Directors are elected from among
the candidates proposed by Russian Railways;
• two members of the Board of Directors are elected from among
the candidates proposed by JSC NC KTZ;
• two members of the Board of Directors are elected from among
the candidates proposed by the State Association Belarusian Railways.
The procedure for convening and holding meetings of the Board
of Directors is determined by the Articles of Associations of UTLC ERA
and the Regulations on the Board of Directors of UTLC ERA. Meetings
of the Board of Directors of UTLC ERA are held as and when required,
but at least once a quarter.
The Board of Directors is authorised to make decisions on issues within
their exclusive competence if at least half of the elected members
of the Board of Directors participate in it, provided that at least one
member of the Board of Directors proposed by each of the shareholders
takes part in such a meeting or sent a written opinion (in case of voting
in person) or a questionnaire filled in and signed by a member of the Board
of Directors (in case of absentee voting).

48

Annual Report 2019

CHAIRMAN OF THE BOARD
OF DIRECTORS
The Chairman of the Board of Directors
of the Company is elected by the General
Meeting of Shareholders of UTLC ERA at the same
time as the Board of Directors of the Company
is elected.
If the General Meeting of Shareholders of UTLC ERA
failed to elect the Chairman of the Board
of Directors of the Company, the Board of Directors
of UTLC ERA elect the Chairman of the Board
of Directors at the first meeting held after
their election.

MEMBERS OF THE BOARD
OF DIRECTORS
The personal composition of the Board of Directors
of the Company as of 1 January 2019 (elected
on 12 December 2017 at the extraordinary General
Meeting of Shareholders of JSC UTLC):
• Andrey Starkov – Chairman of the Board
of Directors;
• Vyacheslav Pavlovsky;
• Sanzhar Elyubaev;
• Askar Rakhimbekov;
• Vladimir Yukovsky;
• Igor Shilov.
An extraordinary General Meeting of Shareholders
of the Company was held on 5 April 2019 (Minutes
No. 5 dated 5 April 2019) and included the new
election of the Company’s Board of Directors:
• Andrey Starkov – Chairman of the Board
of Directors;
• Vyacheslav Pavlovsky;
• Dair Kusherov;
• Askar Rakhimbekov;
• Vladimir Yukovsky;
• Elena Kirenya.
The annual General Meeting of Shareholders
of UTLC ERA held on 24 June 2019 (Minutes
No. 6 dated 24 June 2019) defined the personal
composition of the Board of Directors of UTLC ERA,
which remain active to date:
• Andrey Starkov – Chairman of the Board
of Directors;
• Alexey Zharikov;
• Dair Kusherov;
• Pavel Grebtsov;
• Vladimir Yukovsky;
• Elena Kirenya.

COMMITTEES
OF THE BOARD
OF DIRECTORS
On 24 July 2019, the Board of Directors decided to create a Strategy
Committee, an Audit Committee and a Human Resources, Remuneration
and Corporate Governance Committee under the Board of Directors
of UTLC ERA (Minutes No. 15 dated 24 July 2019).

1

2

3

4

5

AUDIT COMMITTEE
The Board of Directors determined the number
of members of the Audit Committee – eight people
(two representatives from each shareholder
and the Company), as well as elected the Chairman
of the Audit Committee of the Company’s Board
of Directors on 24 September 2019 (Minutes No. 17
dated 24 September 2019).
The Board of Directors determined
the personal composition of the Audit
Committee of the Company’s Board of Directors
on 28 November 2019 (Minutes No. 18 dated 28
November 2019).
Members of the Audit Committee of the Board
of Directors of UTLC ERA:
Olesya Chernysheva – Chairman of the Committee
Dmitriy Ustich
Nazira Abilova

The Committees of the Board of Directors are accountable to the Board
of Directors of the Company. The Committees of the Board of Directors
are an advisory body of the Board of Directors of the Company. The decisions
of the Committees serve as guidelines for the Board of Directors of the Company.

Leila Ryskulova

The purpose of setting-up the Committees of the Board of Directors
is to facilitate the effective work of the Board of Directors of the Company
in addressing issues within their competence.

Elena Lazutova

The main task of the Committees of the Board of Directors is a preliminary
analysis and formulation of recommendations to the Board of Directors
of the Company on the issues attributed to the competence of the Board
of Directors of the Company.
On 24 September 2019, the Company’s Board of Directors approved
the Regulation on the Strategy Committee of the Board of Directors
of UTLC ERA, the Regulation on the Audit Committee of the Board
of Directors of UTLC ERA and the Regulation on the HR, Remuneration
and Corporate Governance Committee of the Board of Directors
of UTLC ERA (Minutes No. 17 dated 24 September 2019).

STRATEGY COMMITTEE
The Board of Directors of the Company determined the number
of members (eight people, two representatives from each shareholder
and the Company) and personal composition of the Strategy Committee
of the Board of Directors on 24 September 2019.
Members of the Strategy Committee of the Board of Directors of UTLC ERA:
Alexey Shilo – Chairman of the Committee

Natalia Fediva
Antonina Panteleeva
Alexey Kim

HUMAN RESOURCES,
REMUNERATION
AND CORPORATE
GOVERNANCE COMMITTEE
The Company’s Board of Directors determined
the number of members of the
Human Resources, Remuneration and Corporate
Governance Committee on 24 September 2019
(Minutes No. 17 dated 24 September 2019) – seven
people (two representatives from each shareholder
and one from the Company).
The Board of Directors determined the personal
composition of the Human Resources, Remuneration
and Corporate Governance Committee
on 28 November 2019.
Members of the Human Resources, Remuneration
and Corporate Governance Committee of the Board
of Directors of UTLC ERA:

Valentin Murashov

Yana Vorobyeva – Chairman of the Committee

Askar Rakhimbekov

Lyudmila Levina

Ruslan Muzhikov

Eduard Molochnikov

Vitaliy Kapelko

Andrey Kashko

Vyacheslav Sanzharovskiy

Darkhan Tukenov

Mikhail Selyutin

Nurbol Nurgaliyev

Alexey Kim

Marina Ivanova
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M AN A GE MEN T
BOARD AND
G E N E RA L DI RECTOR

MANAGEMENT BOARD
The Management Board is a collective
executive body implementing day-to-day
management of UTLC ERA. The Chairman
of the Management Board is Alexey Grom,
the General Director of UTLC ERA.
The Management Board operates based
on the current legislation of the Russian Federation,
the Articles of Association and the Regulations
on the Management Board of UTLC ERA (approved
by the decision of the Extraordinary General
Meeting of Shareholders of UTLC ERA, Minutes
No. 1 dated 29 June 2018). The Management Board
has six members.

The Company’s executive bodies – the General Director1 and the Management
Board – play the key role in ensuring prompt and effective solution of current
and strategic tasks. The Company’s Articles of Association refer solution of all
current operations issues to the competence of the executive bodies, except
for issues referred to the competence of the General Meeting of Shareholders
and the Board of Directors.

Alexey GROM
General Director of UTLC ERA
The executive bodies (the General Director and the Management Board)
are accountable to the General Meeting of Shareholders and the Company’s
Board of Directors. The General Director submits quarterly reports to the Board
of Directors for assessment of the Company.’s performance and achievements.

GENERAL DIRECTOR
The General Director is the sole executive body of the Company
and is elected by the General Meeting of Shareholders for a period
determined by the General Meeting of Shareholders. An employment contract
with the General Director is signed on behalf of the Company by the Chairman
of the Board of Directors or by a person authorised by the Board of Directors.
The General Director provides day-to-day management of the Company’s
operations and acts within his/her competence established by the Articles
of Association of UTLC ERA.
The competence of the General Director comprises:
• representing the Company’s interests;
• making transactions on behalf of the Company that do not require
the approval of the Management Board, the Board of Directors
and the General Meeting of Shareholders;
• signing financial documents;
• approval of the staff appointments, conclusion of labour contracts
with the Company’s employees, application of incentive measures
for employees and imposing penalties on them;
• approval of the Company’s internal documents that govern its current
operations issues, except for internal documents, the approval of which
is referred by the Company’s Articles of Association to the competence
of the Management Board, Board of Directors and General Meeting
of Shareholders;
• issuing of binding orders and directions;
• organising operation of the Management Board;
• executing other functions determined by the Company’s Articles
of Association.
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Born in: 1971
Nationality: A Russian citizen.
Work experience:
• 2019 – General Director of UTLC ERA, Chairman
of the Management Board;
• 2018 – President of UTLC ERA, Chairman
of the Management Board;
• 2016 – President of JSC UTLC, Chairman
of the Management Board;
• 2014–2015 – First Deputy General Director
of LLC PO UTLC;
• 2012–2014 – First Vice President of FESCO.
Education
• Russian University of Transport (MIIT), specialty
“Transport Organisation and Governance
in Transport”.
• Stockholm School of Economics, Master
of Business Administration (MBA).

The competence of the Management Board
comprises:
• development and implementation of the current
economic policy of the Company;
• approval of transactions associated
with credit financing of the Company’s activities
or providing the Company with borrowed funds,
including by concluding a loan agreement,
financial assistance or donation for a total
amount exceeding 2% of the Company’s assets
carrying amount as of the last reporting date;
• approval of the Company’s receivables
and payables write-off if the amount
of such debt and (or) claims exceeds 2%
of the Company’s assets carrying amount
as of the last reporting date;
• approval of transactions in the ordinary
course of business associated with property,
work and (or) services, the value of which
exceeds 25%, but does not exceed 50%
of the Company’s assets carrying amount
determined according to the Company’s
accounting (financial) statements data
as of the last reporting date;
• approval of the list of services provided
by the Company and prices for the provision
of these services;
• other responsibilities under the Company’s
Articles of Association.
The Management Board of the Company
is determined by the General Meeting of Shareholders
based on proposals of the Company’s General
Director and shareholders for a period established
by the General Meeting of Shareholders.
Meetings of the Management Board are convened
as needed, but at least once a month. All meetings
are normally held in the form of a physical meeting.

1

The name of the sole executive body position was
changed in the reporting year (previously – the President,
since 24 July 2019 (minutes of the meeting of the Board
of Directors No. 15 dated 24 July 2019) – the General
Director). Due to the change in the name of the position
of the Company’s senior official, names of the positions
of his/her deputies also changed.

Members of the Management Board:
• Alexey Grom – Chairman of the Committee;
• Erzhan Zhakishev;
• Yevgeniy Andriyanov;
• Igor Zgurskiy;
• Sergey Grigorenko;
• Vadim Tsel.

1

2

3

4

5

AUDI T
COM M I SSI O N
The Audit Commission of UTLC ERA is a standing elective body that
monitors the financial and economic activities of the Company. The Audit
Commission acts based on the Articles of Association of UTLC ERA
and the Regulation on the Audit Commission of the Company approved
by the decision of the Extraordinary General Meeting of Shareholders
of UTLC ERA (Minutes No. 2 dated 10 October 2018).

The Company’s Audit Commission is elected at the Annual General Meeting
of Shareholders for one year until the next Annual General Meeting
in the amount of three members, of which:
• one representative from JSC Russian Railways;
• one representative from JSC KTZ;
• one representative from Belarusian Railway State Association.
Under the Articles of Associations of UTLC ERA, the following issues fall
within the competence of the Audit Commission:
• confirmation of the accuracy of data contained in the Annual Report
and Balance Sheet;
• analysis of the Company’s financial standing;
• organisation and conduct of inspection (audit) of the Company’s
financial and economic activities;
• control over the safety and use of fixed assets, the expenditure
of the Company’s funds in accordance with the budget;
• control over the raising and expenditure of the reserve and other special
funds of the Company;
• inspection of compliance with earlier issued instructions on elimination
of violations and deficiencies identified by previous inspections (audits);
• taking other actions (measures) related to the audit of the financial
and economic activities of the Company.

In 2019,

21

-st meeting
of the Management
Board was held
(in person – 19,
in absentia – 2)
and covered
116 issues.

MEMBERS
OF THE AUDIT COMMISSION
AS AT 31 DECEMBER 2019
Natalia Lazuta
Ekaterina Kovaleva
Aigul Nurpeisova
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AU D I TOR

RISK M ANAGEM ENT

The Company’s Auditor is JSC Deloitte
and Touche CIS (PSRN 1027700425444,
TIN 7703097990).

Effective and efficient risk management is the key to successful and sustainable
development of UTLC ERA, it also contributes to the implementation of the strategic
goals and objectives of the Company.

On 20 March 2019, a procedure
for determining a candidate for the Auditor
for UTLC ERA was approved by resolution
of the Board of Directors.

Currently all departments of the Company are involved in the risk management
process in terms of their competence under control of the Board of Directors,
committees under the Board of Directors, Management Board and General Director
of UTLC ERA.

On 21 May 2019, the Company’s Board
of Directors made a decision to define fees
paid by UTLC ERA for services of audit
of UTLC ERA’s accounting (financial)
statements for 2019 in the amount
of RUB 6,375 0 kopecks excluding 20%
VAT.
The Company made
a request for quotations
for the selection of the Auditor
for the audit of the accounting (financial)
statements for 2019. As per the results
of the procurement procedures carried
out, JSC Deloitte & Touche CIS was
suggested for the General Meeting
of Sharehodlers for election.
Based on the results of the voting
at the Company’s annular General
Meeting of Shareholders on 24 June 2019
on issue “On approval of UTLC ERA’s
Auditor for 2019”, a decision to approve
JSC Deloitte & Touche CIS as UTLC ERA’s
Auditor for 2019 was made.
Amount of remuneration of the Auditor
for 2019 is RUB 4.5 million 0 kopecks
excluding VAT.
From 24 June 2019 approval
of the UTLC ERA’s Auditor falls within
the competence of the UTLC ERA’s
Board of Directors in accordance
with the Company’s existing Articles
of Associations1.

1
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1

MAIN DEVELOPMENT
RISKS OF EAST – WEST –
EAST TRANSIT TRAFFIC
IN THE MEDIUM TERM
8

8

8

5

6
5

4

ORGANISATIONAL STRUCTURE OF RISK MANAGEMENT

3

2

Board of Directors

Strategy Committee

Management Board

Determination of priority
directions of activity,
approval of development
strategies
and investment projects

Preliminary consideration
of the development strategy

Management of current
business activities

Preliminary consideration
of investment projects, budget
of the Company

Identification of risks,
their timely evaluation
and taking measures
to minimise them

Approval of internal
documents related
to the risk management
system

2

1

0

Macroeconomic changes
Refusal of state support for railway traffic in individual
countries
Infrastructure traffic capacity limitation
Political risks
Lack of funding

Audit Committee
Control of risk management
system effectiveness
Control of internal control system
effectiveness
Analysis and evaluation
of risk management policy
implementation

Human Resources,
Remuneration
and Corporate
Governance Committee

Risk owners

4

3

5

DI VI DEND POL IC Y
In 2019, Regulation on the Dividend Policy of UTLC ERA was not approved.
The payout decision is made by the General Shareholders Meeting of the UTLC ERA
upon recommendations of the UTLC ERA’s Board of Directors.

7

6

2

Identification, evaluation
and activity to minimise risks are carried out
at all levels of the Company management.
In order to timely identify arising risks,
the Company holds weekly prompt meetings
with the participation of representatives
of all Company’s departments, regular
meetings of the Management Board, during
which the identified risks and possible
measures to mitigate them are assessed,
as well as meetings of the Company’s Board
of Directors and its committees, where
the most significant factors and measures
to minimise them are considered.

Main principles of dividends distribution:
• net profit is determined as per the data of the accounting (financial) statements
of the Company compiled under RAS or IFRS;
• at least 50% of the Company’s net profit for the reporting period (fixed amount)
is subject to distribution;
• dividends can be distributed based on the results of six months
and the reporting year;
• when determining the total amount of dividends, financial state of the Company,
need for working capital, as well as the obligations of the Company are taken
into account;
• transparency of procedures for determining the amount of dividends
and their payout;
• observance of the rights of shareholders stipulated by the current legislation
and corporate conduct practice.

ACCRUED AND PAID DIVIDENDS BASED ON THE RESULTS OF THE ACCOUNTING
PERIODS IN 2018–2019
Reporting period, for which
dividends are paid
Date of resolution by General
Meeting of Shareholders
of the Company on dividends
payout
Kind, type and category
of shares
Dividend record date

First half of 2018

2018

First half of 2019

10 October 2018

24 June 2019

30 September 2019

Uncertified
registered ordinary

Uncertified
registered ordinary

Uncertified
registered ordinary

21 October 2018

5 July 2019

10 October 2019

Total amount of accrued
dividends, RUB

141,176,296.17

2,000,000,000.01

600,000,000.00

Dividend per share, RUB

1,438.71

20,381.75

6,114.53

Dividend payout timeline

23 November 2018

9 August 2019

14 November 2019

The Company has no debt to shareholders for dividend payments.

Development of recommendations
in relation to the system
for effectiveness evaluation
of the activity of the Board
of Directors and members
of the Management Board

Approved by the decision of the UTLC ERA’s
annular General Meeting of Shareholders dated
24 June 2019 (Protocol No.6 dated 24 June 2019).
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Appendices

Full company name in Russian:
Акционерное общество «Объединенная транспортно-логистическая
компания – Евразийский железнодорожный альянс»
Short company name in Russian:
АО «ОТЛК ЕРА»
Full company name in English:
Joint Stock Company «UTLC ERA»
Short company name in English:
JSC UTLC ERA
Location of the Company:
8 Sadovaya-Chernogryazskaya str., bldg. 7, Moscow, 107078

REGISTRAR
Joint Stock Company Registrar
Company STATUS
Location: office building Ring Park,
23 Novohohlovskaya str., bldg. 1,
Moscow, 109052
PSRN 1027700003924
TIN 7707179242

Mail address of the Company:
8 Sadovaya-Chernogryazskaya str., bldg. 7, Moscow, 107078

License No. 10-000-1-00304 issued
by FFMS for register maintenance
activity dated 12 March 2004
with unlimited validity terms.

PSRN 1187746369590

Telephone: +7 (495) 280-04-87

TIN 9701104646

Website: www.rostatus.ru

Website with Company profile: www.utlc.com
Telephone: +7 (495) 995-95-91
E-mail: utlc@utlc.com

AUDITOR
Joint Stock Company Deloitte
and Touche CIS
Location:
5 Lesnaya str., Moscow, 125047
PSRN 1027700425444
TIN 7703097990
Telephone: +7 (495) 787-06-00
Website: www.deloitte.com

54

