JSC “National Company “KazMunayGas” Interim condensed consolidated financial statements

NOTES TO THE INTERIM CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

For the six months ended June 30, 2620

1. GENERAL

JSC “National Company “KazMunayGas” (the “Company” or “KazMunayGas™) is oil and gas enterprise of the Republic
of Kazakhstan, which was established on February 27, 2002 as a closed joint stock company pursuant to the Decree
No. 811 of the President of the Republic of Kazakhstan dated February 20, 2002 and the Resolution of the Government
of the Republic of Kazakhstan (the “Government”) No. 248 dated February 25, 2002. The Company was formed as a
result of the merger of National Oil and Gas Company Kazakhoil CISC (*Kazakhoil™) and National Company Transport
Nefti 1 Gaza CISC (“TNG”). As the result of the merger, all assets and liabikities, including ownership interest in all
entities owned by these companies, have been transferred to KazMunayGas. The Company was reregistered as a joint
stock company in accordance with the legislation of the Republic of Kazakhstan in March 2004,

Starting from June 8, 2006, the sole shareholder of the Company was JSC “Kazakhstan Holding Company for State Assets
Management “Samruk” (“Samrok’™), which in October 2008 was merged with the state owned Sustainable Development
Fund “Kazyna” and formed ISC “National Welfare Fund Samruk-Kazyna” (“Samruk-Kazyna™), now renamed to
JSC “Sovereign Wealth Fund Samruk-Kazyna”. The Government is the sole shareholder of Samruk-Kazyna. On

August 7, 2015 National Bank of Republic of Kazakhstan (“National Bank of RK”) purchased 10% plus one share of
the Company from Samruk-Kazyna.

As at June 30, 2020, the Company has an interest in 61 operating companies (as of December 31, 2019: 54) (jointly
the “Group™).

The Company has its registered office in the Republic of Kazakhstan, Nur-Sultan, Kunayev, 8.

The principal activity of the Group includes, but is not limited, to the following:

° Participation in the Government activities relating to the oil and gas sector;
° Representation of the state interests in subseil use contracts through interest participation in those contracts; and
® Corporate governance and monitoring of exploration, development, production, processing, transportation and sale

of hydrocarbons and the designing, construction and maintenance of oil-and-gas pipeline and field infrastructure.

The interim condensed consolidated financial statements comprise the financial statements of the Company and its
controlled subsidiaries.

These interim condensed consolidated financial statements of the Group were approved for issue by the Deputy Chairman
of the Management Board for Economy and Finance and the Chief accountant on August 25, 2020,

2. BASIS OF PREPARATION

The interim condensed consolidated financial statements for the six months ended June 30, 2020 have been prepared in
accordance with TAS 34 Interim Financial Reporting (IAS 34). These interim condensed consolidated financial statements
do not include all the information and disclosures required in the annual consolidated financial statements, and should be
read in conjunction with the Group’s annual consolidated financial statements for the year ended December 31, 2019.

Foreign currency franslation

Functional and presentation currency

Items included in the financial statements of each of the Group’s entities included in these consolidated financial
statements are measured using the currency of the primary economic environment in which the entities operate
(“the functional currency™). The consoclidated financial statements are presented in millions of Kazakhstan tenge (“tenge™
or “KZT"), which is the Company’s functional currency.

Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates
of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the
translation at year-end exchange rates of monetary assets and labilities denominated in foreign currencies are recognized
in the consolidated statement of comprehensive income.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (continued)

2. BASIS OF PREPARATION (continued)
Foreign currency translation (continued)

Transactions and balances (continued)

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange
rates as at the dates of the initial transactions. Non-monetary items measured at fair valve in a foreign currency are
translated using the exchange rates at the date when the fair value is determined.

Differences arising on ssttlement or translation of monetary items are recognised in profit or loss with the exception of
monetary items that are designated as part of the hedge of the Group’s net investment in foreign operation. These are
recognised in other comprehensive income until the net investment is disposed of, at which time, the cumulative amount

is reclassified to profit or loss. Tax charges and credits attributable to exchange differences on those monetary items are
also recorded in other comprehensive income.

Translation of foreign operations

The results and financial position of all of the Group’s subsidiaries, joint ventures and associates {none of which has the

currency of a hyperinfiationary economy) that have a functional currency different from the presentation currency are
translated into the presentation currency as follows:

. Assets and liabilities for each statement of financial position presented are translated at the closing rate at that
reporting date;

° Income and expenses for each statement of comprehensive income are translated at average exchange rates (unless
this average is not a reasonable approximation of the cumulative effect of the rates prevailing on the transaction dates,
in which case income and expenses are translated at the rate on the dates of the transactions); and

° All resulting exchange differences are recognized as a separate component of other comprehensive income.

Exchange rates

Weighted average currency exchange rates established by the Kazakhstan Stock Exchange (“KASE”) are used as official
currency exchange rates in the Republic of Kazakhstan.

The currency exchange rate of K ASE as at June 30, 2020 and December 31, 2019 were 403.93 and 382.59 tenge to 1 US
dollar, respectively. These rates were used to translate monetary assets and liabilities denominated in United States dollars
{“US dollar”) as at June 30, 2020 and December 31, 2019. The weighted average rate for six months ended June 30, 2020

was 404.71 tenge to 1 US dollar. The currency exchange rate of KASE as at August 25, 2020 was 419.48 tenge to 1 US
dollar.

Considerations in respect of COVID-19 (coronavirus) pandemic and the current economic environment

The impact of COVID-19 and the current economic environment on the basis of preparation of this interim financial
information has been considered. The Group continues to consider it appropriate to adopt the going concern basis of

accounting in preparing the interim financial information. Forecast liquidity has been assessed under a number of stressed
scenarios to support this assertion.

The significant accounting judgments and estimates of the Group were disclosed in its consolidated financial statements
for the year ended December 31, 2019. These were subsequently reviewed at the end of the six months ended June 30,
2020 to determine if any changes were required to these judgments and estimates as a result of the current market
conditions. The valuation of certain assets and liabilities is subject to a greater level of uncertainty than when reported in
the annual consolidated financial statements, including those set out below.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (continued)

2. BASIS OF PREPARATION (continued)

Considerations in respect of COVID-19 (coronavirus) pandemic and the current economic environment
(continued)

Impaivment testing assumptions

The price assumptions used in value-in-use impairment testing were reviewed as a result of the significant changes in
market prices during the six months of 2020 ended June 30. The Group’s long-term assumptions for Brent oil prices,
KZT/USD exchange rate and inflation projections have been revised and are based on externally sourced forecasts and
rates of the independent research organizations considering long-tern market expectations, Production volumes are based
on proved developed and undeveloped reserves for subsidiaries, and on proved and probable reserves for significant
investments in joint ventures and associates, Production period is either based on subsoil use contracts’ expiration date or
on extended license period where the Group has intention to extend the license. Estimated production volumes are based

on the Group’s production plans that are mostly used for the purposes of application filing for extension of subsoil use
contracts.

The discount rates used in value-in-use impairment testing were also reviewed. Discount rates were estimated on the
weighted average cost of capital of the individual cash generating unit and ranged between 8.92%-14.01% depending on

the functional currency, production period, size, equity risk premium, beta and gearing ratio of the relevant cash-
generating unit.

At the end of the second quarter the revision to the Group’s oil and gas price assumptions and discount rates did not result
in the recognition of any impairment charges for the second quarter of 2020, except for amounts recognized at the end of
the first quarter, 60,440 million tenge attributable to Embamunaigas CGU (Note 11) and 38,000 million tenge related to
the Group’s joint venture and the associate (Note 15) in Exploration and production of oil and gas segment,

The Group has revised its price assumptions used in value-in-use impairment testing. A summary of the Group’s revised
price assumptions, in real 2020 terms, is provided below:

Second half of
2020 2021 2022 2023 2024
Brent oil {$/bbl) 38 47 55 60 64

With the COVID-19 pandemic having continued during the second quarter of 2020, the Group assessed recoverability of
the refining assets, including goodwill attributable to Pavlodar refinery. The Group considered forecasted refinery
margins, production volumes among other factors. As a result of the impairment analysis of the recoverable amount of
refining assets at KMG International (further - KMGI), impairment charges were recognized in the consolidated financial

statements for the six months ended June 30, 2020 for 159,009 million tenge (Note 11), recoverable amounts of other
refinery were higher than their carrying values.

The Group revisited its impairment analysis for downstream and other assets, as a result, recoverable amounts were
identified to be higher than the carrying values, and no impairment charges were accrued.

A change in price or other assumptions within the next financial year may result in a recoverable amount of one or more
of oil and gas assets above or below the current carrying amount. Sensitivity to key assumptions for significant
components of the Group at which impairment charges were recognized in the first half of 2020 are discussed in Note /1.

Provisions assumptions

The credit-adjusted risk-free rate used to discount provisions was reviewed as a result of the changes in long-dated
government bond yields during the second quarter of 2020. The changes have not significantly affected the Group’s
overall assessment of the discount rate applied to the Group’s provisions as the discount rates changed insignificantly.

The timing and amount of cash flows relating to Group’s existing provisions are not cusrently expected to change
significantly as a result of the current environment however the detailed annual review will take place later in 2020,

Other accounting judgments and estimates

All other significant accounting judgments and estimates disclosed in the annual consolidated financial statements remain
applicable and no new significant accounting judgments or estimates have been applied.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (continued)

o

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

New and amended standards and interpretations

The accounting policies adopted in the preparation of the interimi condensed consolidated financial statements are
consistent with those followed in the preparation of the Group’s annual consolidated financial statements for the year
ended December 31, 2019, except for the adoption of new standards and interpretations effective as of January 1, 2020.
The Group has not early adopted any other standard, interpretation or amendment that has been issued but is not yet effective.

Several amendments and interpretations below apply for the first time in 2020, but do not have an impact on the interim
condensed consolidated financial statements of the Group:

Amendments to IFRS 3. Definition of a Business

The amendment to IFRS 3 clarifies that to be considered a business, an integrated set of activities and assets must include,
at a minimum, an input and a substantive process that together significantly contribute to the ability to create output.
Furthermore, it clarified that a business can exist without including ali of the inputs and processes needed to create outputs.
These amendments had no impact on the interim condensed consolidated financial statements of the Group.

Amendments to IFRS 7, IFRS 9 and IAS 39: Interest Rate Benchmark Reform

The amendments to IFRS 9 and TAS 39 Financial Instruments: Recognition and Measurement provide a number of reliefs,
which apply to all hedging relationships that are directly affected by interest rate benchmark reform. A hedging
relationship is affected if the reform gives rise to uncertainties about the timing and or amount of benchmark-based cash

flows of the hedged item or the hedging instrument. These amendments had no impact on the interim condensed
consolidated financial statements of the Group.

Amendments to IAS 1 and IAS 8: Definition of Materiality

The amendments provide a new definition of materfality that states “information is material if omitting, misstating or
obscuring it could reasonably be expected to influence decisions that the primary users of general purpose financial

statements make on the basis of those consolidated financial statements, which provide financial information about a
specific reporting entity”.

The amendments clarify that materiality will depend on the nature or magnitude of information, either individually or in
combination with other information, in the context of the consolidated financial statements. A misstatement of information
is material if it could reasonably be expected to influence decisions made by the primary users. These amendments had
no impact on the interim condensed consolidated financial statements of the Group.

Conceptual Framework for Financial Reporting issued on March 29, 2018

The Conceptual Framework is not a standard, and none of the concepts contained therein override the concepts or
requiremtents in any standard. The purpose of the Conceptual Framework is to assist the IASB in developing standards,
to help preparers develop consistent accounting policies where there is no applicable standard in place and to assist all
parties to understand and interpret the standards. The revised Conceptual Framework includes some new concepts,
provides updated definitions and recognition criteria for assets and liabilities and clarifies some important concepts.

These amendments had no impact on the interim condensed consolidated financial statements of the Group.

Changes in accounting policies related to presentation

Since December 31, 2019 in accordance with [4S & Accounting Policies, Changes in Accounting Estimates and Errors,
the Group has applied voluntary changes in accounting policies related to presentation of the consolidated financial
statements and elected to present its statement of comprehensive income based on nature and cash flow statement using
indirect method to increase on the comparability of the Group's consolidated financial statements to its industry peers.
The Group applied those voluntary changes in accounting policies into interim consolidated financial statements for the
six months ended Fune 30, 2019. These reclassifications do not affect net profit, equity or comprehensive income for the

period.
Changes in presentation of the interim consolidated statement of financial position

The Group decided not to aggregate, but present separately other financial and non-financial other current assets, non-
current and current Habilities separately as at June 30, 2020 and December 31, 2019,
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Changes in accounting policies related to presentation (continued)

Changes in presentation of the interim consolidated statement of comprehensive income from function based to nature
based approach led to reclassification of certain line items below:

For the six months ended June 30, 2019

According to the
issued interim
condensed Reclassifica- o
consoiidated tions Reclassified
financial
In millions of tenge Notes statements
Cost of purchased oil, gas, petroleum
products and cther materials [A] - (1,942,076) {1,942,076)
Production expenses [B] - (336,716) (336,716)
Taxes other than income tax [ - (225,890) {225,890)
Depreciation, depletion and amortization D] - (167,218) (167,216}
Cost of sales [Al, [B], [C], iD] (2,511,579) 2,511,579 -
General and administrative expenses [Cl, [D] (110,700} 16,521 (94,179)
Transportation and selling expenses IC}, ID] (358,123} 142,611 (215,512)
Other expenses D1 (7,178) 551 (6,627)
Loss on disposal of property, plant and
equipment, intangible assets and invesiment
property, net 18]] (636) 636 -
{2,988,216) - (2,988,216)

For the six months ended June 30, 2019 the following changes in presentation were made:

[A]  The Group elected to present Cost of purchased oil, gas, petroleum products and other materials as a separate line
item,

[B] Other line items previously presented within Cost of sales, except for Cost of purchased oil, gas, petroleum
products and other materials, taxes and depreciation, were aggregated as Production expenses and presented as a
separate line item in the interim consolidated statement of comprehensive income.

[C]  The Group excluded mineral extraction and other taxes from Cost of seles in the amount of 50,566 million tenge
and 33,815 million tenge, respectively, other taxes from General and administrative expenses of 5,784 million
tenge, rent tax on crude oil export, customs duty and social taxes (presented within others) from Transportation
and selling expenses of 68,969 million tenge, 66,645 million tenge and 111 million tenge, respectively, and
presented as Taxes other than income tax in the interim consolidated statement of comprehensive income.

[D] The Group excluded Depreciation, depletion and amortization charges from Cost of sales of 148 406 million tenge,
from General and adminisirative expenses 10,737 million tenge, from Transportation and selling expenses 6,886

million tenge, from Other expenses 1,187 million tenge and presented as a separate line item in the interim consolidated
statement of comprehensive incomne.

Additionally, interest income and expenses were presented separately within finance income and finance costs
disclosures.

Changes in presentation of the interim consolidated cash flow statement from direct to indirect method was applied
retrospectively, additionally viewing that one of the Group’s principal activities is representation of the State interests in
subsoil use contracts through interest participation in those contracts via joint ventures, the Group decided to present

dividends received from joint ventures and associates of 42,306 million tenge within operating cash flows in accordance
with IAS 7.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (continued)

4. REVENUE

For the three months For the six months
ended June 30, ended June 30,
2019* 2019*
2020 (unaudited) 2020 {unaudited)
in millions of tenge {unaudited) (reclassed) {unaudited) (reclassed)
Type of goods and services
Sales of crude oil and gas* 472,117 925,743 1,273,550 1,997,057
Sales of refined products* 234,449 516,649 615,729 1,024,488
Oil and gas fransportation services 66,519 81,393 147,552 159,767
Refining of oil and oil products 41,560 45,348 92,469 96,298
Other revenue 64,336 68,176 124,795 124,970
877,981 1,637,309 2,254,095 3,402,580
Geographical markets
Kazakhstan 231,739 274,707 536,033 590,896
Other countries 646,242 1,362,602 1,718,062 2,811,684
877,981 1,637,309 2,254,095 3,402,580

®

For six months ended June 30, 2019, the Group reclassified sales of gas producis of 18,824 million tenge previously presented
within Sales of erude oil, gas and gas refining products into Sales of refined products.

5. SHARE IN PROFIT OF JOINT VENTURES AND ASSOCIATES, NET

For the three months For the six months
ended June 30, ended June 30,

2019*
2020 2019 2020 (unaudited)
in milfions of tenge (unaudited) (unaudited) {unaudited) {reclassed)
Asian Gas Pipeline LLP {AGP) 80,848 36,662 76,566 67,518
Tengizchevroil LLP {TCO) 5,563 117,883 69,514 223,618
Caspian Pipeline Consortium 20,540 15,876 40,664 33,396
Beineu-Shymkent Gas Pipeline 31,906 10,584 24,139 33,840
KazGerMunay LLP 2,949 5,067 8,955 11,862
PetroKazakhstan Inc. 4,629 1,071 7,347 2,948
Mangistau Investments B.V. {1,359) 22,973 4,755 46,242
Kazakhoil-Aktobe LLP 1,657 3,258 1,640 4,908
KazRosGas LLP (KRG) 7,809 9,606 1,468 11,243
Teniz Service LLP 12 4917 427 8,570
Valsera Holdings B.V. 7,255 (550) (4,020) (3,389)
Ural Group Limited (2,486) {1,859) (4,952) (3,665)
Kashagan B.V. {11,308) (3,847) (11,409) 1,328
Other ioint ventures and associates 10,849 4,587 9,186 6,831
158,964 226,228 224,280 445,250
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (continued)

6. COST OF PURCHASED OIL, GAS, PETROLEUM PRODUCTS AND OTHER MATERIALS

For the three months For the six months
ended June 30, ended June 30,

2019 2019

2020 {(unaudited) 2020 (unaudited)

In millions of tenge (unaudited) {reclassed) {unaudited) (reclassed)
Purchased oil for resale 245,571 499,994 652,189 1,114,152
Purchased gas for resale 58,591 70,489 204,652 199,794
Cost of oil for refining 29,689 225,554 152,979 451,686
Materials and supplies 45,408 51,749 94,159 94,539
Purchased petroleum products for resale 5,247 27,477 21,911 81,905
384,506 875,263 1,125,890 1,842,076

1. PRODUCTION EXPENSES
For the three months For the six months
ended June 30, ended June 30,

2019 2019

2020 (unaudited) 2020 {unaudited)

In millions of fenge {unaudited) (reclassed) {unaudited) (reclassed)
Payroll 85,556 72,508 158,383 151,107
Repair and maintenance” 31,189 31,044 50,540 52,910
Energy 19,111 20,398 40,318 42 785
Short-term lease expenses” 12,505 8,856 28,891 27,161
Transportation costs 7,115 7,033 14,865 14,344
- Other 33,660 33,979 70,535 48,408
; 189,136 173,818 363,532 336,716

For the six months ended June 30, 2019, the Group reclassified expenses on outsourced repaiv and mainlenance in amount of

23,792 million tenge from Other into repair and maintenance expenses. Additionally, Lease expenses were disaggregated from
Others and presented separately within production expenses.

8. TAXES OTHER THAN INCOME TAX

For the three months For the six months
ended June 30 ended June 30,

2018 2019

2020 {reclassed} 2020 (reclassed)

In millions of tenge {unaudited) {unaudited) {unaudited) (unaudited)
Export customs duty 10,284 33,000 41,247 66,645
Rent tax on crude oil export (123) 34,798 19,474 68,969
Mineral extraction tax 14,546 19,853 33,070 50,566
Other taxes 20,480 19,562 45,689 39,710
45,187 107,213 139,480 225,890

9. TRANSPORTATION AND SELLING EXPENSES

For the three months For the six months
ended June 30, ended June 30,

2019 2019

2020 (reclassed) 2020 {reclassed)

In millians of tenge {unaudited) {(unaudited) {unaudited) (unaudited)
Transportation 94,264 88,578 202,496 189,524
Payroll 2,902 3,963 5,830 8,200
Other 6,670 7416 14,159 17,788
103,836 99,957 222,485 215,512
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED
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Interim condensed consolidated financial statements

10. GENERAL AND ADMINISTRATIVE EXPENSES

For the three months

For the six months

ended June 30, ended June 30,
2019 2019
2020 (unaudited) 2020 (unaudited)
In millions of tenge {unaudited) {reclassed) {unaudited) (reclassed)
Payroll 16,513 19,961 34,107 36,736
Consulting services 5,315 4,533 11,012 8,726
VAT that could not be offset 1,075 1,073 2,061 1,874
Accrual of expected credit losses
for trade receivables 1,537 1,092 2,153 2,475
Impairment of VAT receivable (61) 11,008 490 11,008
Short-term lease expenses 604 621 1,127 1,126
Accrual of expected credit losses
for other current financial assefs 1,196 8,725 1,403 8,715
Social payments, out of payroll 1,880 1,066 2,934 1,965
Maintenance 1,807 1,718 3,548 3,058
Communication 1,016 786 1,778 1,504
Other 6,229 11,509 14,205 16,892
37,121 62,082 74,818 94,179

For the six months ended June 30, 2020, the total payroll amounted to 198,320 million tenge (for the six months ended
June 30, 2019: 196,043 million tenge) and included in production expenses, transporfation and selling expenses and
general and administrative expenses in the interim consolidated statement of comprehensive income.

11. IMPAIRMENT OF PROPERTY, PLANT AND EQUIPMENT, INTANGLE ASSETS, EXPLORATION

AND EVALUATION ASSETS
. For the three months For the six months

ended June 30, ended June 30,

2020 2019 2020 2019
in miflions of tenge {unaudited) (unaudited) {unaudited) (unaudited)
Property, plant and equipment (Note 14) 157,497 5,933 202,248 6,008
Exploration and evaluation assets 1 18,939 16,389 19,231
Intangible assets 6,765 - 6,765 -

164,263 24 872 225,402 25,240
Impairment losses were recognised for the following CGUs:
For the three months For the six months
ended June 30, ended June 30,

2020 2019 2020 2019
In milfions of tenge {unaudited) {unaudited) (unaudited) (unaudited)
CGUs of KMGI 159,008 - 159,009 -
Embamunaigas (EMG) - - 60,440 -
Write-off of brownfields of KMG EP - 18,888 - 18,888
Cthers 5,254 5,084 5,953 6,352

164,263 24,872 225,402 25,240
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (continued)

11, IMPAIRMENT OF PROPERTY, PLANT AND EQUIPMENT, INTANGLE ASSETS AND
EXPLORATION AND EVALUATION ASSETS (continued)

CGUs of KMGI

As of June 30, 2020, KMGI, the Group subsidiary, performed impairment tests of its KMGI CGU., The Group considered
forecasted refinery margins and production volumes, among other factors, when reviewing for indicators of impairment.

The recoverable amount of the CGUs was determined based on fair value less costs of disposal (FVLCD), which was
determined using the discounted cash flow method. The key assumptions used in the fair value less costs to disposal

calculations for the above-mentioned CGUs were operating profit, discount rates and growth rate used to extrapolate
cash flows beyond the budgeted period.

The discount rate applied to cash flow projections for KMGI CGUSs was 10.3% and cash flows beyond the 5-year period
were extrapolated using 1.9% growth rafe that is the same as the long-term average growth rate for the industry. The
capitalization rate used for residual values was 8.4%.

For the purposes of impairment test, KMGI updated projected cash flows to reflect the decrease in forecasted refinery
margins and change in post-tax discount rate. As at June 30, 2020 based on the resulits of the test performed, KMGI

recognized impairment loss of property, plant and equipment and intangible assets of 152,244 million tenge and 6,765
million tenge, respectively.

Sensitivity to changes in assumptions:

Any unfavorable change in key assumptions of KMGI CGU could results in additional impairment.

EMG

As of March 31, 2020, EMQG carried out an assessment of the recoverable amount of property, plant and equipment and
exploration and evaluation assets due to the presence of impairment indicators such as decline in the forecasted oil prices.
EMG calculated recoverable amount using a discounted cash flow model for value in use valuation method. The discount
rate applied to cash flow projections was equal to 13.99%. The 5-year business plan was used as a primary source of
information, which contains forecasts for crude oil production, sales volumes, revenues, costs and capital expenditure.
The result of this assessment indicated that the carrying value of assets exceeded their estimated recoverable amount by
60,440 million tenge, and was recognised as impairment in the interim consolidated statement of comprehensive income.
As of June 30, 2020, at EMG no additional impairment was identified,

Sensitivity to changes in assumptions:

For sensitivity purposes, a decrease in the long-term Brent price assumption by 1% with other inputs held unchanged,
would result in additional pre-tax impairment of 11 billion tenge as at June 30, 2020,

Write of the brownfields of KMG EP

During six months ended June 30, 2019 the Group has written-off exploration and evaluation assets of 18,888 million
tenge related to few KMG EP subsoil use contracts, which were terminated with contract territories relinquishment to the
Government.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (continued)

12. FINANCE INCOME / FINANCE COST

Finance income

For the three months

For the six months

ended June 30, ended June 30,

2020 2019 2020 2019
in millions of tenge {unaudited) {unaudited)  {unaudited) {unaudited)
Interest income on bank deposits, financial assets,

loans and bonds 22,734 24,750 45,666 50,356
Amortization of issued financial guarantees 1,613 5,500 3,244 6,019
Total interest income 24,347 30,250 48,910 56,375
Discount on borrowings with non-market interest rate

{Note 18) - - 11,002 -
Derecognition of loan (Note 78) - 21 - 546
Bond redemption gain {Note 18} 927 - 927 -
Other 1,242 1,919 2,692 4,875

26,516 32,190 63,531 61,796
Finance costs
For the three months ended For the six months
June 30, ended June 30,

2020 2019 2020 2019
in millions of tenge {unaudited) {unaudited)  (unaudited) (unaudited}
Interest on loans and debt securities issued (Note 18) 57,608 55,167 113,263 113,083
Interest on lease liabiiities 813 Q95 1,678 1,985
Interest under oil supply agreement = 6,576 - 15,368
Total interest expense 58,421 62,738 114,941 130,436
Unwinding of discount on asset retirement obligations

and provision for environmental obligation 3,631 3,349 6,690 6,332
Discount on employee benefiis obligations 929 936 1,679 1,660
Discount on assets with non-market interest rate 74 1,185 540 1,305
Allowance of expected credit losses of bank deposits,

current accounts and loans due from relaled parties 133 245 290 472
Changes of fair value of debt securities 44 37 44 2,836
Other 4,888 6,954 11,010 17,806

68,120 75,454 135,194 160,847
13. INCOME TAX EXPENSES
For the three months ended For the six menths
June 30, ended June 30,

2020 2019 2020 2019
In millions of tenge {unaudited) {unaudited)  {unaudited) {unaudited)
Current income tax
Corporate income tax 11,213 43,811 33,961 71,853
Excess profit tax {241} 7,256 {208) 7,342
Withholding tax on dividends and interest income 2,533 3,010 5,585 6,485
Deferred income tax
Corporate income tax (838) 8,081 {21,156} 23,408
Excess profit tax (18} 96 3,447 103
Withholding tax on dividends 108 20,799 9,701 33,543
Income tax expenses 12,757 83,053 31,330 142,734
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