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EXPLANATORY NOTE
Re: Issue No. 13
“Approval of related party transactions» 

Transactions referred to the upcoming annual General Meeting of Shareholders for consideration (that have previously been approved with minor changes and new transaction categories (see the Statement of Changes in Approval of Transactions Proposed for 2013) are transactions that may be negotiated in the future in the normal course of business of TransContainer. Starting from 2009, the Company’s management has been conducting an annual detailed analysis of all transactions approved by the Board of Directors. Based on the analysis results, specific categories of standard transactions for the upcoming year were preliminarily approved by the General Meeting of Shareholders on 23 June 2010, 28 June 2011 and 26 June 2012 and by extraordinary General Meetings of Shareholders of 14 September 2010, 3 November 2011 and 31 October 2012 to significantly reduce the number of transactions referred to the Board of Directors for approval. The measures result in a lower load of the Board of Directors of TransContainer and considerably higher effectiveness of managerial decisions and the speed of negotiation of these contracts by branches of the Company. 
In accordance with the Law on Joint-Stock Companies, the decision of the General Meeting of Shareholders shall be in effect until the next annual General Meeting of Shareholders.

The rationale of the transactions is paragraph 6 of article 83 of the Federal Law “On Joint-Stock Companies”. 

The content and details of all transactions referred for approval can be found in respective explanatory notes. Expenses associated with performance of services and work under the transactions listed below are included in the budget of TransContainer.
EXPLANATORY NOTE
Re: Issues 13.1-13.42
(transactions that may be negotiated in the future in the normal course of business of TransContainer)
1. Performance of services and work related to organization and management of transportation by rail and other modes of transportation (issues No. 13.1-13.21). 
This category covers services related to the operating activity of the Company, i.e. provision of cars and containers for transportation and forwarding services. In particular, this transaction category includes work and services associated with transportation of containers and goods (including by rail, road and sea), delivery/picking up, handling operations, storage of containers and goods, agency services related to the transportation process, services for temporary storage of cars, etc.
Contractors to these transactions are RZD and affiliates: Oy ContainerTrans Scandinavia Ltd, Trans Eurasia Logistics GmbH, TransContainer – Slovakia, a.s., TransContainer Asia Pacific Ltd., JSC Kedentransservice, OAO RZD Logistics, TransСontainer Europe GmbH, ZAO Yuzhno-Kavkazskaya Zheleznaya Doroga, OJSC Yamal Railway Company, OJSC Yakutia Railways, OAO Zheldorremmash, OAO ELTEZA, OAO RZDstroy, OAO Federalnaya Passazhirskaya Kompaniya, LLC FESCO Integrated Transport, OAO Vagonnaya remontnaya Kompaniya – 1, OAO Vagonnaya remontnaya Kompaniya – 2, OAO Vagonnaya remontnaya Kompaniya – 3, OAO Pervaya Nerudnaya Kompaniya, FESCO Ocean Management Limited.
It is worth mentioning that the list of customers (operators) specified in this clause is not limited to and RZD and its affiliates that account for a small portion of the transactions.

2. Performance of work related to scheduled repair (depot, overhaul repair) including with extension of the service life of freight cars, mounted wheels; work related to overhaul of freight cars with extension of their service life; work related to loading/unloading of metal scrap (non-repairable nodes and parts), repairable nodes and parts and mounted wheels owned by the Customer, and storage thereof at the Depot premises. 

Contractors: OAO Vagonnaya remontnaya Kompaniya – 1, OAO Vagonnaya remontnaya Kompaniya – 2, OAO Vagonnaya remontnaya Kompaniya – 3, OAO Vagonoremontnoe predpriyatie Gryazi, OAO Vologodsky VRZ (issue No. 13.22- 13.26). 
RZD’s affiliates were selected as contractors under contracts for performance of scheduled car repair due to the fact that RZD’s affiliates have their own car repair depots (113, in total) at all railroads, which results in lower expenses associated with delivery of cars for repair and higher efficiency of the work. 

In 2012, the Company finalized 3 contracts for scheduled repair of freight cars and 12 supplementary agreements to these contracts stipulating various amendments with OAO Vagonnaya remontnaya Kompaniya – 1, OAO Vagonnaya remontnaya Kompaniya – 2 and OAO Vagonnaya remontnaya Kompaniya – 3 (established as a result of reorganization of the Central Directors for Freight Car Repair, a branch of RZD, in 2011) that repaired 9,264 cars of TransContainer.
Due to underdevelopment of the market of services for overhaul and depot repair, the selection of contractors is quite limited, hence enterprises that are members of RZD Holding account for a lion’s share of cars repaired. For example, OAO Vagonoremontnoe predpriyatie Gryazi operates on the South Eastern Railway and plans to repair about 240 cars (200 cars for depot repair and 40 cars for overhaul repair) and extend the service life of 16 cars; OAO Vologodsky VRZ operates on the Northern Railway (140 cars for depot repair and 30 cars for overhaul repair), owns a wheel and roller shop for overhaul repair of mounted wheels with replacement of components and directly purchases cast products, which is important in the context of deficit of cast products required to repair cars on the market. In 2012 as part of contract No. 96-12/NKP Yuvost zhd 12/222 of 30 July 2012, OAO Vagonoremontnoe predpriyatie Gryazi repaired 31 cars (28 cars for depot repair and 3 cars for overhaul repair with extension of the service life), as part of contract No. NKP 28-12/158 of 10 July 2012, OAO Vologodsky VRZ repaired 91 cars (71 cars for depot repair, 7 cars for overhaul repair and 13 cars for overhaul repair with extension of the service life).
3. Performance of work related to minor uncoupling repair of freight cars
3.1. Contractor: RZD (issue No. 13.30). 
Previously, the Company performed minor uncoupling repair of freight cars as part of contract No. 549 of 05 September 2006 with RZD. In view of termination of the contract upon the initiative of RZD, in 2012 the companies negotiated contract No. TOR-TsV-00-10 of 17 December 2012. RZD was selected as the contractor because RZD own 87 car depots and over 120 maintenance shops for freight cars that perform minor uncoupling repair of cars and located all over the Russian Federation. In 2012, 14.4 thou. cars underwent minor uncoupling repair.
In 2013 – 2014, the Company plans to uncouple at least 15,000 cars for minor uncoupling repair; most of these cars will be uncoupled to replace cast bogie parts resulting in considerable expenses associated with purchase of cast bogie parts from car depots. Furthermore, the cost of minor uncoupling repair is expected to grow along with the price of cast bogie parts. Most of car uncoupling for minor repair and replacement of cast bogie parts can be explained by on-going breakage of solebars at the railroad network (25 accidents since the beginning of 2013).  

In view of the above, we suggest increasing the transaction amount from 100 to 250 million rubles.

3.2. Contractors: OAO Vagonnaya remontnaya Kompaniya – 1, OAO Vagonnaya remontnaya Kompaniya – 2, OAO Vagonnaya remontnaya Kompaniya – 3 (issue No. 13.27-13.29). 
These contractors were selected due to the need to reduce expenses associated with delivery of cars to car depots and to decrease the downtime of cars.

4. Provision of services for repair of 20ft and 40ft containers of TransContainer (13.31)

Transactions associated with performance of services and work related to repair of 20-ft and 40-ft high-capacity containers of TransContainer (issue XX.31).
In 2012, branches of RZD equipped to perform minor repair of high-capacity containers at each railroad of Russia repaired about 900 containers.
TransContainer has had a positive experience with this work pattern from 2009 (a contract with the department of the West Siberian Railway), in 2012 the Company negotiated a contract with the department of the Sverdlovsk Railway and prepared a draft contract with the department of the East Siberian Railway. The Company intends to close similar transactions and is undergoing negotiations with departments of other railways that are branches of RZD.
Through these transactions the Company will be able to repair its containers near stations of bulk loading of containers, reduce the Company’s expenses associated with delivery of containers for repair to stations where TransContainer has its own minor repair shops, reduce the container turnover and improve the effectiveness.

In 2013, the Company intends to negotiate transactions with departments of railways that are branches of RZD with the limit amount of each transaction at 800 thousand rubles a year.
5. Provision of utility, operational, administrative and economic services (including supply of thermal power (heating, heat supply), water disposal, delivery (receipt) of potable water, collection (discharge) of waste water, maintenance of a building (facilities), delivery of correspondence, catering services and recovery of utility, operational, administrative and economic expenses (payment of expenses) (issues No. 13.32-13.33). 
The Contractor: RZD.

In the normal course of business TransContainer has established business relationships with RZD by negotiating a considerable amount of contracts for maintenance and operation of leased facilities including:

1. Contracts for provisions of utility, operational, administrative and economic services;

2. Contracts for recovery of utility, operational, administrative and economic expenses.
Hence RZD is the only operator that provides these services, no other contractor can be selected.

6. Provision of information services (including integrated information services, development, follow-up revision and support of information (automated) systems and other software, electronic data exchange) (issue 13.34, 13.35). 
Contractors: RZD, OAO NIIAS.
Integrated information service is an essential element supporting daily operations of TransContainer. In 2012, the amount of payments under contracts for integrated information service with RZD was about 70 million rubles. Since access for users of the Head Office and branches to RZD’s information resources can only be provided through the Main Computation Center, a branch of RZD, there is no other contractor to choose from.
As for contracts for information system support negotiated with RZD, in 2012, the amount of payments under these contracts approximated 12 million rubles.  Since automated systems were developed by experts of RZD’s Main Computation Center, selection of a different contractor will result in higher costs and worse support quality.
OAO NIIAS was selected because the Company needed to provide services for exchanging electronic data signed using the electronic signature and executed by TransContainer including in the system ETRAN, provide services of a certification authority including production and re-issuing of signature key certificates, services related to the use of the electronic signature, services for authentication of electronic signatures in electronic documents. In 2011 these services were provided by OOO TransTeleCom-Business. In accordance with Order of RZD No. 1608-r of 15 July 2011 OAO NIIAS was declared the head organization of in the RZD structure that shall be responsible for production and integration of integrated intellectual systems for management and automation of railway production processes. As a result, in 2012 the Company negotiated contract for accession to the rules of the certification authority of OAO NIIAS.  
7. Maintenance, relocation, connection, setup of computers and other equipment (issue No.13.35-13.36). 

Contractors: RZD, Company TTK.
In order to use software adjusted for the specific nature of railway operations, exchange information between branches and departments of RZD and branches of TransContainer, there have to be special railway communication lines and equipment installed at information and computation centers of RZD. Hence, maintenance and other work associated with setup and connection of equipment shall be performed by experts of RZD and Company TTK. In 2012 the amount of payments under contracts with Company TTK equaled circa 12 million rubles.
8. Performance of research and development work, engineering surveys, designing of buildings and structures (issues No. 13.38-13.39). 
Contractors: JSC VNIIZhT and OAO NIIAS.
JSC VNIIZhT and OAO NIIAS are industry leaders in research and development work, engineering surveys and designing of buildings and structures. However, they are selected as contractors on a competitive basis only if they offer the most favorable terms for TransContainer compared to other bidders. 
9. Provision of resort and recreational services (issues 13.40-13.41). 
Contractors: RZD, OAO RZD-ZDOROVIE. 

RZD and OAO RZD-ZDOROVIE have their own resort and recreational facilities in all Russian regions to arrange vacations for employees of all branches of TransContainer. The long-term cooperation with resort and recreational facilities of RZD and OAO RZD-ZDOROVIE proved that all requests of TransContainer for vacations of its employees have been fulfilled.
In 2012 the Company negotiated over 30 transactions with RZD and OAO RZD-ZDOROVIE and purchased over 500 vouchers for the amount of over 15 million rubles. Expenses associated with resort and recreational activities are included in the budget of TC to be approved by the Company’s Board of Directors. 

10. Provision of security services and preparation of recommendations of TransContainer related to legal protection against security incidents (issue 13.42)
OOO ChOP RZD-OKHRANA is a leading security firm of Russia and a member of the Coordination Board for Interaction with Security and Detective Entities under the Department for Protection of Public Order of Russia’s Ministry of Internal Affairs. The company operates in strict compliance with Russian laws under license for non-state (private) security activities No. 6228 of 28 February 2007 (the effective term of the license was extended to 28 February 2017) and in accordance with the corporate security concept of RZD No. 2628-R of 20 December 2010. As a result of negotiation of contracts for security services, branches of TransContainer are able to exploit high-quality services for security of facilities owned by TransContainer, thus ensuring safety of the Company’s property and access mode at the Company’s facilities.

Therefore, we suggest adding transactions with the contractor OOO ChOP RZD-OKHRANA to the category of related party transactions with the limit amount of each transaction at 8 million rubles a year.

EXPLANATORY NOTE
Re: Issue 13.43
(approval of supplementary agreements on extension of the effective term and changing of the Parties’ bank details, address, post address, contact telephone numbers, fax numbers, on indexation of TC’s fee for performance of legal and other actions (in the amount that shall not exceed indexation of tariffs for transportation of goods of Price List 10-01 specified by federal executive authorities of the Russian Federation), and on changing of the list services to be provided by TC, the venue for provision of the services and the price thereof under agreement on interaction between RZD and TransContainer at container terminals owned by TransContainer No. 26/417 of 31 June 2006)

The Federal Law “Railway Regulations of the Russian Federation” specifies obligations that must be fulfilled by the carrier and infrastructure owner (RZD) at public areas with respect to consignors, consignees and third parties. Such obligations include, without limitation, acceptance and execution of shipping documents, act work, unloading of containers from cars, storage of containers that have not yet undergo credit clearance, etc.
After contributing certain container terminals (public areas) to the Authorized Capital of TransContainer, RZD had to continue fulfilling its obligations as a carrier at terminals of TransContainer. Negotiation of agreement on interaction between RZD and TransContainer at container terminals owned by TransContainer No. 26/417 of 31 July 2006 (hereinafter, the “Agreement”) was considered the most feasible solution.
As part of the Agreement TransContainer undertakes to perform legal and other actions (terminal operations, sorting of containers in cars en route; transferring of load of containers at Zabaikalsk Station from narrow-gauge cars into wide-gauge cars; collection of carriage charges, dues and payment at applicable tariffs, handling operations; storage of goods in containers, etc.) at contained terminals owned by TransContainer on behalf of RZD or on its own behalf at the expense of RZD of a paid basis.
The fee payable to TransContainer under this transaction throughout the entire effective term of the Agreement as of 31 December 2012 equaled 12,584,646,636.51 rubles. 
So far the Companies have negotiated 12 supplementary agreements to the Agreement stipulating extension of the effective term of the Agreement, clarification of functions to be fulfilled by TransContainer on its behalf and on behalf of RZD, indexation of TC’s fees, establishment of the interaction procedure between the Parties upon unsafe transportation, changing of the procedure for signing work-done reports and dispute resolution procedures, etc.
In accordance with paragraph 1 of article 81 of the Federal Law “On Joint-Stock Companies” this transaction is a related party transaction. The transaction along with the supplementary agreements has been previously approved by the Board of Directors of TransContainer in accordance with the Law on Joint-Stock Companies. Since in the course of its performance the price of the transaction exceeded 2% of the balance-sheet value of TransContainer’s assets, the transaction was approved by the General Meeting of Shareholders of TransContainer (the agreement and all relevant supplementary agreements).
In view of the above, we suggest approving negotiation of supplementary agreements on extension of the effective term and changing of the Parties’ bank details, address, post address, contact telephone numbers, fax numbers, on indexation of RZD’s fee for performance of legal and other actions (in the amount that shall not exceed indexation of tariffs for transportation of goods of Price List 10-01 specified by federal executive authorities of the Russian Federation), and on changing of the list and the price of services to be provided by RZD under agreement on interaction between RZD and TransContainer at container terminals owned by TransContainer No. 26/417 of 31 June 2006 upon the following terms:

Parties to the transaction: Russian Railways and TransContainer. 

Subject matter of the transaction: extension of the effective term and changing of the Parties’ bank details, address, post address, contact telephone numbers, fax numbers, indexation of TC’s fee for performance of legal and other actions (in the amount that shall not exceed indexation of tariffs for transportation of goods of Price List 10-01 specified by federal executive authorities of the Russian Federation), and changing of the list of services to be provided by TC, the venue for provision of the services and the price thereof. 

EXPLANATORY NOTE
Re: Issue 13.44
(approval of supplementary agreements on extension of the effective term and changing of the Parties’ bank details, address, post address, contact telephone numbers, fax numbers, on indexation of RZD’s fee for performance of legal and other actions (in the amount that shall not exceed indexation of tariffs for transportation of goods of Price List 10-01 specified by federal executive authorities of the Russian Federation, or upon provision of services with wage costs accounting for the main share of the relevant expense structure – in the amount adjusted for Russian regulations including Federal Law No. 212-FZ of 24 July 2009 “On Insurance Contributions to the Pension Fund of the Russian Federation, the Social Insurance Fund of the Russian Federation, the Federal Compulsory Health Insurance Fund and territorial compulsory health insurance funds” in terms of insurance contribution tariffs), and on changing of the list and the price of services to be provided by RZD under agreement on interaction between RZD and TransContainer at container terminals owned by RZD No. 3 of 15 January 2007)

As of the beginning of its operations, TransContainer needed to negotiate an agency agreement on performance of specific activities at RZD stations where there are no container terminals of TransContainer to ensure proper transportation. RZD was selected the agent because it owned container terminals at such stations and possessed the qualified personnel and information resources required to fulfill instructions of TransContainer. As part of agreement on interaction between RZD and TransContainer at container terminals owned by RZD No. 3 of 15 January 2007 (hereinafter, the “Agreement”), RZD shall perform the following legal and other actions related to transportation of goods in cars and containers owned by TransContainer:

- provision of cars and/or containers owned by TransContainer to consignors (forwarders) pursuant to the procedure approved with TransContainer;

- filling out of documents on transportation of empty cars and/or containers owned by TransContainer to departure stations and destination stations on behalf of a consignor/consignee in accordance with the rules for transportation of goods by rail when TransContainer acts as the consignor/consignee;

- transferring of cars and/or containers upon the instruction of TransContainer to a forwarder that negotiated a proper agreement with TransContainer and acceptance thereof from the forwarding in the course of transportation of goods in direct mixed rail/sea traffic and direct traffic with participation of railroads of Joint-Stock Company Yakutia Railways;

- approval with TransContainer of GU-12 orders in the course of transportation of goods in cars and/or containers owned by TransContainer;  

- delivery to TransContainer of copies of waybills to justify the application of CAT at 0 percent with respect to services related to transportation of international goods.

The fee payable to RZD under this transaction throughout the entire effective term of the Agreement as of 31 December 2012 equaled 161,525,362.17 rubles, which does not exceed 2% of the balance-sheet value of TransContainer’s assets.

So far the Companies have negotiated 12 supplementary agreements to the Agreement stipulating changes in the list of actions to be performed by RZD upon the instruction of TransContainer; indexation of RZD’s fee for performance of legal and other actions (in the amount that shall not exceed indexation of tariffs for transportation of goods of Price List 10-01 specified by federal executive authorities of the Russian Federation, or upon provision of services with wage costs accounting for the main share of the relevant expense structure – in the amount adjusted for Russian regulations including Federal Law No. 212-FZ of 24 July 2009 “On Insurance Contributions to the Pension Fund of the Russian Federation, the Social Insurance Fund of the Russian Federation, the Federal Compulsory Health Insurance Fund and territorial compulsory health insurance funds” in terms of insurance contribution tariffs); extension of the effective term of the Agreement; changing of the venue for dispute resolution from the Moscow Arbitration Court to the Arbitration Tribunal, etc.
In accordance with paragraph 1 of article 81 of the Federal Law “On Joint-Stock Companies” this transaction is a related party transaction. The transaction along with the supplementary agreements has been previously approved by the Board of Directors of TransContainer in accordance with the Law on Joint-Stock Companies.
In view of the above, we suggest approving negotiation of supplementary agreements on extension of the effective term and changing of the Parties’ bank details, address, post address, contact telephone numbers, fax numbers, on indexation of RZD’s fee for performance of legal and other actions (in the amount that shall not exceed indexation of tariffs for transportation of goods of Price List 10-01 specified by federal executive authorities of the Russian Federation, or upon provision of services with wage costs accounting for the main share of the relevant expense structure – in the amount adjusted for Russian regulations including Federal Law No. 212-FZ of 24 July 2009 “On Insurance Contributions to the Pension Fund of the Russian Federation, the Social Insurance Fund of the Russian Federation, the Federal Compulsory Health Insurance Fund and territorial compulsory health insurance funds” in terms of insurance contribution tariffs), and on changing of the list and the price of services to be provided by RZD under agreement on interaction between RZD and TransContainer at container terminals owned by RZD No. 3 of 15 January 2007 upon the following terms: 

Parties to the transaction: Russian Railways and TransContainer. 

Subject matter of the transaction: extension of the effective term and changing of the Parties’ bank details, address, post address, contact telephone numbers, fax numbers, indexation of RZD’s fee for performance of legal and other actions (in the amount that shall not exceed indexation of tariffs for transportation of goods of Price List 10-01 specified by federal executive authorities of the Russian Federation, or upon provision of services with wage costs accounting for the main share of the relevant expense structure – in the amount adjusted for Russian regulations including Federal Law No. 212-FZ of 24 July 2009 “On Insurance Contributions to the Pension Fund of the Russian Federation, the Social Insurance Fund of the Russian Federation, the Federal Compulsory Health Insurance Fund and territorial compulsory health insurance funds” in terms of insurance contribution tariffs), and changing of the list and the price of services to be provided by RZD.

EXPLANATORY NOTE
Re: Issue 13.45
(approval of supplementary agreements on extension of the effective term and changing of the Parties’ bank details, address, post address, contact telephone numbers, and on changing of types of cars and/or containers leased and types of transportation where cars and containers are used under agreement on lease of cars and containers of TransContainer No. 69/TsFTOAPS-36/1 of 9 September 2006)

After RZD has contributed to the Authorized Capital of TransContainer its entire fleet of high-capacity containers and high-capacity flat cars for transportation, RZD procure the equipment to transport goods in direct international traffic, military shipments and perform special transportation with settlements under requisition slips of form 2 and transportation between departments of RZD. Therefore, TransContainer and RZD negotiated agreement on lease of cars and containers of TransContainer No. 69/TsFTOAPS-36/1 of 09 September 2006 (hereinafter, the “Agreement”). The Landlord (TransContainer) undertakes to lease out to the Tenant (RZD) containers and cars owned by the Landlord to carry out transportation as specified in the Agreement.

As of 31 December 2012 the lease rate for the entire effective terms of the Agreement equaled 2,554,279,524.70 rubles.

So far the Companies have negotiated 16 supplementary agreements to the Agreement stipulating changes of types of transportation where leased cars and containers are used; clarification of the document flow under the Agreement; extension of the effective term of the Agreement, changing of the venue for dispute resolution from the Moscow Arbitration Court to the Arbitration Tribunal; increasing of the car lease rate from 460 rubles a day (less VAT) to 729 rubles a day (less VAT); changing of types of cars and/or containers leased; changing of the method of returning cars and containers from lease; changing of bank details, etc.
In accordance with paragraph 1 of article 81 of the Federal Law “On Joint-Stock Companies” this transaction is a related party transaction. The transaction along with the supplementary agreements has been previously approved by the Board of Directors of TransContainer in accordance with the Law on Joint-Stock Companies. Since in the course of its performance the price of the transaction exceeded 2% of the balance-sheet value of TransContainer’s assets, the transaction was approved by the General Meeting of Shareholders of TransContainer (the agreement and all relevant supplementary agreements).
In view of the above, we suggest approving supplementary agreements on extension of the effective term and changing of the Parties’ bank details, address, post address, contact telephone numbers, and on changing of types of cars and/or containers leased and types of transportation where cars and containers are used under agreement on lease of cars and containers of TransContainer No. 69/TsFTOAPS-36/1 of 9 September 2006 upon the following terms:

Parties to the transaction: TransContainer, the “Landlord”, and RZD (Center of Corporate Transport Services, a branch of RZD), the “Tenant”.

Subject matter of the transaction: extension of the effective term and changing of the Parties’ bank details, address, post address, contact telephone numbers, and on changing of types of cars and/or containers leased and types of transportation where cars and containers are used.

