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Timur Mustakhiyevich
Bimagambetov

Managing Director for
Operating Producing Assets

Year of birth — 1954
Nationality: Kazakhstan

JSC NC «KazMunayGas»

Education, line of profession (qualification):
V. Lenin Kazakh Polytechnic (1973 — 1978)
Line of profession: Oil and Gas Geology, qualification — Mining Engineer

Work Experience:

TStarted out on a career in 1978, working as operator and further,
assistant foreman, process engineer, and later — shop foreman in the
'Zhetibayneft’ Field Office. Later, in December, 1981, having joined the
‘Kalamkasmunaigaz' Field Office, he went through all stages of professional
growth: ranging from an operator to the chief engineer — senior deputy
of the director of the enterprise. From July, 2000 to March, 2002 worked
as a Director of a department in the NOC 'Kazakhoil' CIJSC and the ‘Oil

& Gas Transportation’ CJSC. Having later worked as the Director of the
Offshore and Coastal Infrastructure Development Department in JSC

NC «KazMunayGas», he joined JSOOC «KazMunayTeniz» in the position
of Deputy General Director for Production. From 2004 worked as
Executive Director in JSC NC «KazMunayGas», subsequently — in JSOOC
«KazMunayTeniz». During 2007-2008 he was General Director of the
Kurmangazy Petroleum LLP. After a year of employment as Executive
Director of JISC NC «KazMunayGas», in 2009 he became General Director
of the N Operating Company LLP. Since February, 2012 to November,
2013 he was Deputy Chairman of Management Board for Production and
Technical Development of JSC NC «KazMunayGas». From November,
2013 to January, 2015 he was Managing Director for Operating Producing
Assets, JISC NC «KazMunayGas». From January, 2015 to the present day
he has been Deputy Chairman of Management Board for Offshore and
Individual Oilfield Services Projects.

Supervised matters of activity

Organizes and bears responsibility for the results of work in the following

areas of KMG's activity:

¢ ensuring achievement of the target values of the key performance indica-
tors for the supervised business area,;

» coordinating works for development of oil-and-gas fields, oil and gas pro-
duction, execution of the approved oil production schedules and produc-
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tion programs of the supervised SDEs and JCEs, forecasting the output
level, development and implementation of the technical policy in well
construction, oil and gas development and production;

e coordinating the matters of international cooperation in oil and gas pro-
duction;

e developing new oil production plant and technology;

e introduction of new oil-and-gas equipment, plant and materials, technical
modernization of the existing equipment fleet in the oil and gas producing
SDEs and JCEs;

» assisting to development of the national oil-and-gas machine-building, in-
creasing the technical level and competitive capacity of its products.

In accordance with the established procedures and within the limits of its

competence, represents KMG in government authorities of the Republic of

Kazakhstan, Samruk-Kazyna JSC, Boards of Directors/Supervisory Boards

and other management bodies of the supervised SDEs and JCEs, and in in-

ternational and other organizations.

Determines priority areas and target results of work of the Producing Assets,

New Production Equipment and Technology, Oil & Gas Machine-Building

Technology Development Departments.

Holding of shares
Holds no KMG's shares. Holds no shares of the Company's suppliers and
competitors.

Membership in Board of Directors of Other Entities

e Chairman of the Board of Directors, Offshore Oil Company «KazMunay-
Teniz» JSC

« KMG's Representative in the General Meeting of Members, Kazakhoil Ak-
tobe LLP

» Chairman of the Board of Supervisory Directors, Kazakhoil Aktobe LLP and
Aktaunefteservis LLP

» Chairman of the General Meeting of Members, Kazakhturkmunai Ltd.

» Chairman of the Board of Directors, JSC «Mangistaumunaigaz»
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Kurmangazy Oryngaziyevich
Iskaziyev

Managing Director for
Geology, Chief Geologist

Year of birth — 1965
Nationality: Kazakhstan

JSC NC «KazMunayGas»

Education, line of profession (qualification):

V. Lenin Kazakh Polytechnic (1982 - 1993)

Line of profession: Oil and Gas Geology, qualification — Mining Engineer -
Geologist

Candidate of Geological and Mineralogical Sciences

Work Experience:

TStarted out on a career as Collector Operator of the Balykshi Exploration
Drilling Directorate (BEDD) of the Embaneft PA, later worked as Well Ce-
menting Operator of the Plug-back Operation Office. From 1991 to 1993 —
employed as Geologist of drilling expedition No.1 of the Balykshi Exploration
Drilling Directorate. From 1993 to 1995 — transferred to the position of Sen-
ior Geologist, and later — Lead Geologist of the CDO of the Atyrau Drilling
Directorate. From 1995 to 2004 he worked as Chief Geologist — Deputy Di-
rector of the Atyrau Enhanced Oil Recovery and Well Workover Directorate,
Directors of the Geology and Oil-and-Gas Field Development Department
of the Embamunaygas OJSC. From 2004 to 2008 held the position of Dep-
uty Director, and later — Director of the Geology and Development Depart-
ment of the KazMunaiGas EP JSC. Has worked in JSC NC «KazMunayGas»
from 2008, held various positions: Executive Director for Oil and Gas Pro-
duction, Managing Director for Geology, Geophysics and Reservoirs, Chief
Geologist. Since early 2012 to the present day has held the post of Deputy
Chairman of Management Board for Geology and Prospective Projects of
JSC NC «KazMunayGas».

Supervised matters of activity

Heads the Coordinating Board for Corporate Data Bank, Panel on the Matters

of Acquisition of Alienable Subsoil Use Rights (a Part Thereof) and/or Partici-

pating Interests (Stockholding) in a Legal Entity Holding a Subsoil Use Right.

Organizes and bears responsibility for the results of work in the following are-

as of KMG's activity:

e ensuring achievement of the target values of key performance indicators
related to the terms of reference of the supervised business area, in order
to implement KMG's development strategy;

» monitoring replenishment of the resource base in accordance with KMG's
long-term strategy and management of the geologic-and-geophysical da-
tabase, including creation of a high-quality geologic-and-geophysical da-
tabase - KMG's corporate data bank (CDB) and National Oiland Gas Projects
Data Bank (NDB), forming and developing the own center for collection,
processing and interpretation of geologic-and-geophysical and field data;

e arranging measures to maintain rapid tempo and efficient conduct of ex-
ploration works, good development of reserves, introduction of reservoir
simulation and management technology;
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« technical assessment of the oil and gas assets purchased by/assigned to
KMG, new contracts for subsoil use right in the area of HC reserves/re-
sources appraisal, exploration plans, development systems, drilling of wells,
facilities construction and capital construction;
developing proposals concerning exercise by the state of the priority right
to acquire alienable subsoil use rights (a part thereof) and/or facilities relat-
ed to the subsoil use right, liaising with the Competent Authority and other
governmental authorities of the Republic of Kazakhstan on the matters of
subsoil use;
obtainment by KMG of the subsoil use right on new exploration and pro-
duction projects onshore and offshore, both in the Republic of Kazakhstan
and beyond, by direct negotiations with the Competent Authority, through
purchase and/or acquisition in any manner whatsoever from third parties
and its transfer or sale to its subsidiary and dependent entities;
organizing and managing KMG's operating activities under exploration
contracts for subsoil use;
organization and efficient management of the “KazMunayGas” Research
and Development Institute of Production and Drilling Technology LLP;
 provision of geologic-and-technical support to major oil and gas
projects (MOGPs).
In accordance with the established procedures and within the limits of its
competence, represents KMG in government authorities of the Republic of
Kazakhstan, Samruk-Kazyna JSC, Boards of Directors/Supervisory Boards and
other management bodies of the supervised SDEs and JCEs, and in interna-
tional and other organizations.
Determines priority areas and target results of work of the Geology and Geo-
physics Department, Field Development Department, and Prospective Pro-
jects Development Department.
Provision of support to the VS&EP matters in KMG's corporate governance
system in the supervised business area.

Holding of shares
Holds no KMG's shares. Holds no shares of the Company’s suppliers and
competitors.

Membership in Board of Directors of Other Entities

* Member of the GMM, Caspian Oil and Gas Company LLC

» Member of the Partnership Council, Tengizchevroil LLP (Chairman)

» Representative of JSC «National Company «KazMunayGas», Chairman of
the Operating Committee on the project of the Satpayev Operating LLP,
Urikhtau Operating LLP, N Operating LLP

» Member of the Board of Directors, JSC «Mangistaumunaigaz»
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Ardak Makhmuduly
Kassymbek

Managing Director for
Economy and Finance

Year of birth — 1977
Nationality: Kazakhstan

JSC NC «KazMunayGas»

Education, line of profession (qualification):

Al-Farabi Kazakh State University (1994 — 1998)

Line of profession: International Economic Relations, qualification —
Economist

Business School of City University of London, England (2000 — 2001)
Line of profession: Banking and International Finance, qualification —
Financier

Work Experience:

Started out on a career in 1998 in JSC «Halyk Savings Bank of Kazakhstan» as
Lead Banker of the Structured Finance Department. In 2001 he joined CJSC
NOC «Kazakhoil» as Manager of the Investment Management Department.
From 2003 to 2004 he worked in JSC NC «KazMunayGas» and held the fol-
lowing positions - Senior Manager of the Project Analysis Department, Senior
Manager of the Corporate Finance Department. In 2004 he was seconded as
a Chief Financial Officer of the Business Under-construction Directorate to
the Atyrau Refinery LLP. From 2005 to 2006 held the post of Deputy Direc-
tor of the Corporate Finance Department of JSC NC «KazMunayGas». From
2006 to 2006 he combined the duties of Deputy General Director for Econ-
omy and Finance of JSOOC “KazMunayTeniz", and Deputy Director of the
Astana branch of Kashagan B.V. PLC. Over a number of year from 2008, has
held various posts in JSC NC «KazMunayGas», such as Executive Director
for Economy and Finance, Managing Director for Corporate Development,
Director for Corporate Finance and Asset Management.

Supervised matters of activity

Heads the Credit Committee, Commission for Filing and Considering Claims,

Suits and Applications, and Matter Relating to Restructuring Overdue Ac-

counts Receivable, Commission for Determining and Revising Useful Life,

Changing the Base Cost (Revaluation, Depreciation, Further Capital Invest-

ments) and Disposing of Fixed Assets and Intangible Assets.

Organizes and bears responsibility for the results of work in the following

areas of KMG's activity:

e ensuring achievement of the target values of key performance indicators
related to the terms of reference of the economy and finance block, in or-
der to implement KMG's development strategy;

* improvement of the corporate governance arrangements in KMG and its
SDEs, improvement of KMG's corporate governance score;

« forming a balanced asset portfolio in the core business, analysis of the as-
set portfolio risks;

¢ financial management, ensuring efficient operation of the common man-
agement reporting system in the KMG group of companies;
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e carrying out statutory and fiscal accounting, development and obtainment
of approval of statutory and fiscal accounting policies;

» development of proposals concerning KMG's dividend policy and borrow-
ing policy;

» development of proposals concerning management of cash of KMG and
its SDEs, development and introduction of policies on keeping bank ac-
counts in the entire group of companies, management of working capital
and liquidity of the group of companies, and optimizing the profile of the
portfolio of placed temporarily free cash in the KMG group of companies;

» development, approval and monitoring of implementation of KMG's De-
velopment Plan;

 analysis of the factors influencing the efficiency of business planning and
development of proposals and recommendations to enhance the effi-
ciency of business planning and budgeting, and improvement of business
based on the analysis of budget variances;

e development and implementation of measures to improve the finan-
cial-and-economic performance of KMG and its SDEs and JCEs;

e ensuring observance of the lax legislation of the Republic of Kazakhstan in
the activities of KMG and the SDEs, improvement of the tax planning sys-
tem as part of the process of business planning of KMG and its SDEs.

In accordance with the established procedures and within the limits of its

competence, represents KMG in government authorities of the Republic of

Kazakhstan, Samruk-Kazyna JSC, boards of directors/supervisory boards

and other management bodies of the supervised SDEs and JCEs, and in in-

ternational and other organizations.

Determines priority areas and target results of work of the Corporate Finance

Department, Asset Management Department, Budget and Tax Planning De-

partment, and the Accounting Office.

Holding of shares
Holds no KMG's shares. Holds no shares of the Company's suppliers and
competitors.

Membership in Board of Directors of Other Entities

» Member of the Board of Directors, Caspian Pipeline Consortium-K JSC,
Caspian Pipeline Consortium-Russia CISC, JSC «KazTransQil»

* Member of the Board of Supervisory Directors, KazRosGas LLP

» Member of the Board of Supervisory Directors, AstanaGas KMG LLP

* Member of the Board of Managing Directors, Cooperative KazMunaiGaz
U.A., Mangistau Investments B.V.
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K. Sharipbayev joined the members of the Management Board of JSC NC
“KazMunayGas’, having en extensive experience of work in the oil and gas
industry, in the civil service and in the business entities of Kazakhstan. His
responsibility in the Company is coordination of gas-transportation systemes.
From 2001 to 2004 he held the positions of Director of a department, Head
of administration, Deputy General Director for Marketing of the KazTransGas
CJSC and Intergas Central Asia CJSC. Continuing his career, K. Sharipbayev
worked as Managing Director for Commerce, Advisor in JSC NC “Kazak-
stantemirzholy”, and later header the Board of Directors of the Danko JSC.
From 2009 to October, 2014 — General Director (Chairman of Management
Board) of the KazTransGasAimak JSC. Studied economics in the Abai Almaty
State University, candidate of Political Science.

Kairat Kamatayevich
Sharipbayev

Deputy Chairman of
Management Board for Gas
Transportation and Marketing,
JSC NC «KazMunayGas»

122



Krenkel
Ernst Theodorovich

Deputy Chairman of the
Management Board for
business transformation JSC
NC “KazMunayGas”

Year of birth — 1974
Nationality:
the Russian Federation

Education, line of profession (qualification):
Moscow Technical University for Communication and Informatics (1991-1996)
Line of profession: Applied mathematician, Diploma with honors ShV No. 202796

Work Experience:

In the mid of 1990s worked in large international and regional companies
in Russia and abroad. Work experience in consumer staples (Wm. Wrigley
Company, L'Oreal), oil and gas industry (TNK-BP), management and
technology consulting (Accenture, SAP)

Participated and governed transformation programs/projects, including
ERP implementation projects, optimization of business-processes,
corporate structures, projects of corporate competence and service
centers construction.

Supervised matters of activity

Organizes and bears responsibility for the results of work in the following areas

of KMG's activity:

e developmentand implementation of the business processes transformation
program in the KazMunayGas group of companies and its subsidiaries and
associated companies;

e the business processes transformation program office formation and
management;

e control and monitoring of the budget execution for the business processes
transformation of the KMG group of companies and KMG's subsidiary and
associated companies;

* participationintheworkofthe commissions, working groups, inthe meetings
and seminars on the issues of the business processes transformation;

 coordination of the cooperation work between JSC NC “KazMunayGas” and
its subsidiaries and associated companies, JSC NWF “Samruk-Kazyna” and
other authorities within the implementation of the transformation program.

e Determines priority directions and achievement targets of the project
transformation office’'s work

e Ensures compliance with the key achievement targets of the activities for
the scheduled period of time on the supervised direction in accordance
with the Company's Strategy and HSE Policy.

Holding of shares
Holds no KMG's shares. Holds no shares of the Company'’s suppliers and
competitors.

Membership in Board of Directors of Other Entities
* Member of the Management Board of JSC NC “KazMunayGas”
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JSC NC «KazMunayGas»

Changes to the membership of KMG’s Management Board during 2014

23 April 2014

» K. Hopkinson elected Member of the Management Board.

26 November 2014

o Krenkel E. T. elected Member of the Management Board.

Remuneration to Members of the Management Board

Remuneration for the membership in the
Management Board of JSC NC “KazMu-
nayGas” is not provided for.

However, in accordance with the Rules
of Remuneration of Labour of the Mem-
bers of the Management Board (execu-
tive employees), employees of the inter-
nalaudit service and Corporate Secretary
of JSC NC “KazMunayGas®, approved by
resolution of the Board of Directors of
JSC NC "KazMunayGas” No.1/2012 of
13 February 2013, fiscal year-end bo-
nus to executive employees depending
on the degree of achievement by exec-

utive employees of the strategic objec-
tives is contemplated. The performance
in achievement of the strategic objec-
tives of executive employee is evaluated
against two types of key performance in-
dicators (KPIs): corporate and individual
KPIs.

The 2014-based remuneration to the
members of KMG’'s Management Board
(executive employees) is proportional
to the hours worked (with the taxes and
other compulsory levies as required by
the tax legislation of the Republic of Ka-
zakhstan) amounted to 197,457,738 KZT.

Summary Business Report of the Management Board of JSC NC “KazMunayGas”

In 2014 The Management Board of JSC NC "KazMu-
nayGas” adopted 457 resolutions, 448 of them (98%)
were made at meetings in praesentia. 111 minutes of
the Executive Body meetings were drawn up.

KMG’'s Management Board carried out its activity in
compliance with the Work Plan of the Management
Board of JISC NC "KazMunayGas" for 2014, approved
by the resolution of 30 Dec 2013 (minutes No.90).
Subject to the work regulation, meetings in praesen-
tia of the Management Board were held on a weekly
basis on Tuesdays and/or Thursdays, which com-
plies to the provisions of the Corporate Governance
Code.

Of the total number of the Management Board's res-
olutions over the reporting period, 102 matters were
submitted to consideration of KMG's Board of Direc-
tors, which is by 22 matters more than in 2013.

37 matters were related to draft documents or
amendments to the existing resolutions or internal
documents.

Consistent with the terms of reference of the Board
of Directors, 36 resolutions were initiated on the
matters of operations, falling within the exclusive
terms of reference of the general meeting of share-
holders (members) of a legal entity, whose ten or
more percent of shares (interest in the equity capital)
are owned by KMG.

In 6 cases, proposed by the Management Board, res-
olutions of the Board of Directors were passed with
regard to making amendments, approving changes,
receipt and transfer of the subsoil use right under a
number of Hydrocarbons Exploration and Produc-
tion Contracts.

In addition, in 2014 the Management Board present-
ed for consideration by the Board of Directors 3 mat-
ters on making KMG's interested-party transactions
and/or transactions of strategic nature.
Furthermore, 14 reports were sent to the Board of
Directors for endorsement, which had been prelim-
inarily approved by the Authority, including those

124



on implementation of the Development Plan, Strat-
egy in the Area of Sustainable Development of JSC
NC "KazMunayGas” for 2013, and on the interest-
ed-party transactions made, resolutions on which
were passed by the Management Board in the 4Q
2013 and during the 9 months of 2014, and the risk
management report for the same period.

Among other issues considered by the Board of Di-
rectors at the suggestion of the Management Board,
one may mention such issues as anincrease in KMG's
obligations through a Eurobonds issue and mak-
ing interested-party transactions, placement of Eu-
robonds, terms of their issuance and placement, on
making a loan agreement with UBS AG, Credit Suisse
Securities Limited and Deutsche Bank, on closure of
KMG's Turkmenistan branch and some others.

As part of the authority to adopt resolutions on the
matters referred to the exclusive competence of
the general shareholders’ (members’) meeting the
of KMG SDEs, KMG's Management Board adopted

45 resolutions of determination of KMG's position as
a member, and 26 — as a shareholder in the sub-
sidiaries for further voting of KMG's authorized rep-
resentatives at General Shareholders’ (Members’)
Meetings.

Besides, 31 resolutions of the Management Board
were passed as resolutions of the Sole Shareholder
of KMG's subsidiaries, including: on the matters of
JSC "Euro-Asia Air" — 10, JSC "KazMunayGas — Re-
fining & Marketing” — 6, Kazakh-British Technical
University JSC — 5, N Block B.V. and Kazakh Institute
of Oil and Gas JSC — 3 apiece, JSC “Euro-Asia Air" —
2, JSC OOC “KazMunayTeniz" and KMG Kashagan
B.V. Plc — 1 apiece.

Resolutions of the Sole Member of KMG's subsidi-
aries were carried by the Management Board in
107 cases, including: on the matters of Urikhtau
Operating LLP — 16, AktauNefteServis LLP — 13,
KMG-Kumkol LLP — 11, KMG — Security LLP and
KMG Karachaganak LLP — 10 apiece, respectively,
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Kazmortransflot LIP — 7, "KazMunayGas” Research
and Development Institute of Production and Dirill-
ing Technology LLP, KMG's Busineses under Con-
struction Directorate LLP and KMG-Trans Caspian
LLP — 6 apiece, Teniz Burgylau LLP and LLP OOC
“KazMunayTeniz" — 4 apiece, TOO Satpayev Operat-
ing LLP — 3, KazMunayGas-Service LLP, KMG Dirilling
& Services LLP and PSA LLP — 2 apiece, and “Kazakh-
turkmunai” LLP, AstanaGas KMG LLP, Naukograd LLP,
KMG Systems & Services LLP, KMG-Kansu Operating
LLP and RDI Kaspimunaygas LLP — 1 apiece.

In accordance with the Action Plan for rendering
sponsorship and charitable aid for 2014 implement-
ed via the SK-Astana Corporate Fund and entities
of the Samruk-Kazyna JSC group, approved by the
resolution of the Management Board of the Sam-
ruk-Kazyna JSC of 27 Jan 2014 (minutes No.03/14)
and the Rules of rendering sponsorship and charita-
ble aid by JSC NC “"KazMunayGas” and its subsidiary
and dependent entities, approved by the resolution
of KMG's Board of Directors of 23 Apr 2014 (minutes
No.3/2014), over the last year KMG's Management
Board adopted 33 resolutions on allocation of spon-
sorship and charitable funds for the total amount of
6,770,036,870 (six billion seven hundred and seven-
ty million thirty-six thousand eight hundred and sev-
enty) KZT and through transfer of property (an 80 ha
land plot in the Talgar region of the Almaty Province).
KMG's executive body also passed 3 resolutions on
making single-source purchases in accordance with
the Rules for Purchase of Goods, Works and Ser-
vices by Joint Stock Company “Sovereign Wealth
Fund “Samruk-Kazyna” and Entities Whose Fifty or
More Percent of Voting Shares (Interest) are Direct-
ly or Indirectly Owned or Beneficially Owned by the
Samruk-Kazyna JSC, approved by the Board of Di-
rectors of the Samruk-Kazyna JSC on 26 May 2012
(minutes No.80). Audit services for compliance audit
against the requirements of ISO 9001, ISO 14001 and
OHSAS 18001 from the Intercertifica — jointly with
TUV Thuringen OOOQ, services for construction of
a kindergarten for 240 persons in Astana from the
Astanastroyengineering LLP (for on-site construc-
tion supervision) and from the Urban Realty MUS
(on acquisition and vacation of cottage construc-
tion land plots for state needs near intersection of
No.27 Street and Turan and Kabanbay Batyr Avenues
in Astana), and from the Deloitte TSF LLP — for val-
uation of the assets subject to realization by KMG in
2014 were purchased.

JSC NC «KazMunayGas»

During 2014 the Management Board's resolutions
approved 3 policies (on interface between JSC NC
‘KazMunayGas” and its subsidiary and dependent
entities within the framework of the divisional man-
agement system, in the sphere of rationalization and
inventive activities in JSC NC “"KazMunayGas" and
its subsidiary and dependent entities, and the youth
policy of JISC NC "KazMunayGas”), the restated Pro-
gramme for Development of the Accounting Staff
of JSC NC "KazMunayGas” and its level 1 subsidiar-
ies for 2014-2020, 2 Guidelines (on the integrated
management system of JSC NC “KazMunayGas” and
the information security management system of JSC
NC “KazMunayGas’, on the Planning Committee of
JSC NC “KazMunayGas’, on the Coordination Board
of JSC NC “KazMunayGas" for Local Content De-
velopment, on the Risk Committee of JSC NC “Ka-
zMunayGas”, on the Investment Committee of JSC
NC “KazMunayGas’, on the Council for Moderniza-
tion and Transformation of JSC NC “"KazMunayGas®,
on the Youth Council of JSC NC “"KazMunayGas"),




34 rules, 12 plans, 30 amendments to certain doc-
uments.

During the reporting year resolutions on entering
into 4 agreements, including that on termination
of the Cooperation Agreement in respect of certain
oil and gas exploration projects and industrial infra-
structure facilities in the Republic of Kazakhstan of
5 November 2009 between KMG and Eni S.p.A., on
second stage cooperation between KMG and ENI
INTERNATIONAL B.V., Heads of Agreement between
KMG and Eni International B.V., on the Issatai project
and heads of agreement between KMG and Union-
Field Group Ltd on the Ustyurt project, were adopt-
ed.

5 resolutions were finalized on approval of the man-
ning table of JSC NC "KazMunayGas" and amend-
ments thereto.

During the reporting period, the Management Board
also considered several matters on increasing the
guarantee liabilities of JSC NC “KazMunayGas". For
example, as part securing the Beineu-Shymkent Gas

Pipeline LLP’s obligations, through making a Deed of
Guarantee and Indemnity as a security of KMG In-
ternational N.V.s obligations, and making a Deed of
Guarantee and Indemnity for the purposes of secur-
ing the obligations of JSC “KazMunayGas — Refining
& Marketing”.

In addition, during the last year the motivation KPIs
for the executive personnel of JSC NC “KazMunay-
Gas"” for 2014, the liquidation balance sheet of the
Naukograd LLP, risk classifier of JSC NC “KazMunay-
Gas” and its subsidiaries with risk owners in JSC NC
‘KazMunayGas” and the model risk classifier of JSC
NC “"KazMunayGas” and its subsidiaries, the Model
Form of Bargaining Agreement for the subsidiary and
dependent entities of JSC NC "KazMunayGas®, the
Procedure for Assessment of Key Accounting Staff
Specialists in Subsidiaries of JISC NC “KazMunayGas”,
the List of Goods, Works and Services to be Pur-
chased prior to Approval of the Goods, Works and
Services Purchase Plan of JSC NC “KazMunayGas”
for 2015 and some other documents were approved.
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Integrated
Management System

HiY

For the purposes of integration of the Republic of Kazakhstan
into the global economy, and as part of the preparation for the
WTO accession, as early as in 2014 appropriate resolutions of
the Government on the accelerated transition of enterprises
to international standards were adopted. Further an order of
the former Minister of Energy and Mineral Resources and a
corresponding resolution of an extended meeting in KMG were
issued.
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In addition, the availability of the IMS meets the
action plan to implement the Development Strat-
egy of the Samruk-Kazyna JSC for 2011-2020
and the Plan to Create Quality Infrastructure and
develop Technical Regulation for 2010-2014 in
compliance with the SPBIID Programme, where

the strategic area «Assistance to Diversification
and Modernization of Economy for Ensuring the
Country’s Sustainable Development» determines
as a basic task the implementation of manage-
ment systems based on the international stand-
ards.

Having done the actions required implementing the in-
tegrated management system (IMS) in accordance with
the international standards (ISO 9001, I1SO 14001 and
OHSAS 18001) and having passed the audit, KMG re-
ceived the required certificates in March, 2006.

9 audits have been passed during the period, two of
which were re-certification audits (2009, 2012).

As at 31 December 2014, quality management systems
are in place in 14 subsidiaries of the 1st level of the JSC
NC “KazMunayGas" group of companies.

Of them, KMG and 8 subsidiaries (JSC “KazTransOil’,
JSC “"KazMunayTeniz’, JSC “KazMunayGas — Refining
& Marketing’, JSC NMSC “Kazmortransflot’, LLP "Ka-
zakhoilAktobe®, JSC “Kazakh Institute of Oil and Gas’,
LLP “Teniz-Service’, and LLP "KazMunayGas-Service”)
were certified against three standards (ISO 9001, I1SO
14001 and OHSAS 18001). LLP “Semser Security” —
against two standards (ISO 9001 and OHSAS 18001).
4 more entities (JSC "EuroAsiaAir’, LLP "KazRosGas", Ka-
zakh-British Technical University JSC) are operating ac-
cording to the ISO 9001 standard.

The energy management system as per the require-
ments of ISO 50001 operatesinthe Pavlodar Petrochem-
ical Plant LLP, Embamunaygas JSC, Atyrau Refinery LLP,
JSC "KazTransOil" and JSC “KazMunayGas — Refining &
Marketing”.

Information security management system (ISO 27001)
has been implemented in KMG's corporate centre and
the JSC “KazTransOil’, risk management system — in
JSC NC "KazMunayTeniz" and JSC “KazTransQil’, so-
cial responsibility management system (SA 8000, ISO
26000) — in the Pavlodar Petrochemical Plant JSC.
During 2014, all companies of the group successfully
passed compliance audits, confirming that the existing
integrated management systems meet the international
standards.
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Since 7 February 2006 JSC NC «KazMunayGas» has
been the member of the UN's Global Compact and
has consistently supported its system of universal
values.

The Development Strategy of JSC NC «KazMunay-
Gas» for 2012-2022 determines main directions in
the area of sustainable development, including de-
velopment of the integrated management system
in the area of quality, environmental protection, oc-
cupational health and safety, energy-saving, intro-
duction of the sustainable development principles,
ensuring security, development of human resources
and introduction of the motivation system.

In 2014 KMG's Board of Directors approved the Con-
cept in the area of sustainable development of JSC
NC «KazMunayGas», which is placed on KMG's cor-
porate web site www.kmg.kz in the section «Sus-
tainable Development» and is available to all stake-
holders of the Company. In order to implement the
Concept, KMG’'s Management Board on an annual
basis considers the matter of execution of the ac-
tions adopted for its implementation.

KMG has been compiling reporting on its activity in
the area of corporate social responsibility on an an-
nual basis since 2008.

KMG’'s Board of Directors on an annual basis ap-
proves the Company’'s reporting in the sphere of
sustainable development, which is disseminated
among the Company's stakeholders.

Objectives of the Quality Policy of JISC NC «KazMu-
nayGas» are: ensuring sustainable economic devel-
opment, ensuring strategic benefits for the Repub-
lic of Kazakhstan as a whole from the development

JSC NC «KazMunayGas»

Sustainable
Development

of the country’s oil and gas complex,
achievement of the Sole Shareholder’s
objectives - raise the long-term value of
the Company's assets and facilitate mod-
ernization and diversification of the na-
tional economy, improvement of KMG's
corporate governance and asset man-
agement system.

The Quality Policy of JISC NC «KazMunay-
Gas» has the following objectives: ensur-
ing sustainable economic development,
ensuring strategic benefits for the RoK
as a whole from the development of the
country’s oil and gas complex, achieve-
ment of the Sole Shareholder’s objectives
- raise the long-term value of the Com-
pany’s assets and facilitate modernization
and diversification of the national econ-
omy, improvement of KMG’'s corporate
governance and asset management sys-
tem.

The Occupational Health and Safety
and Environmental Protection Policy of
JSC NC «KazMunayGas» determines the
top-priority areas of the occupation-
al health and safety, and environmental
protection activities.

The principal objective of the Staff Policy
of JSC NC «KazMunayGas» is to enhance
the efficiency of the staff management
through creation of a human resources
management system, common for the
Company, and aimed to maximize profit
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and ensure leadership in the competitive
environment, based on economic stim-
uli and social safeguards, and promoting
harmony between the interests of both
employer and the employee, and devel-
opment of their relations for the good of
the Company.

Staff turnover could be defined as one of
the most important indicators of the em-
ployees’ involvement and loyalty. In 2012
the indicator of the average staff turno-
ver in the group of companies was 9.4%,
in 2013 it was 9.8%, and in 2014 it was
8.96%, whereas this indicator has been
set at the level of no more than 14% in
the staff policy for 2011-2015. These facts
show positive situation of fixing person-
nel in the KMG Group of companies.
Within the framework implemented by
the Single Staff Policy in the KMG Group
of companies an audit of all HR-process-
es in the KMG Group of companies was
conducted. The audit resulted in devel-
opment of a Concept of “Amendments to
the Staff Policy of the JSC NC “KazMunay-
Gas” Group, approved by the Sole Share-
holder. The developed Concept served
as a basis of the implemented “Business
transformation” Program.

Corporate trainings belong to one of the
staff management indicators. In 2013
63.372 employees in the KMG Group
of companies accomplished trainings
for the amount of 3.8 bn KZT, in 2014
- 79.975 employees for the amount of
3.875 bn KZT. The training results show
that more employees have been involved
in the corporate trainings.

In the KMG Group of companies a pi-
lot project on implementation of a dual
training system has been implemented.
“Pavlodar Petrochemical refinery” LLP
and “Intergas Central Asia” JSC were de-
fined as pilot companies.

At present on the basis of “Pavlodar Pet-
rochemical refinery” LLP 3d course stu-
dents study according to the dual sys-
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tem in the following lines of profession: oil and gas
processing technology; maintenance and repair of
equipment at oil and gas processing enterprises, in
total: 44 students.
It should be noted that the abovementioned pro-
fessions have been defined regarding the need for
employees within the modernization of the refinery,
which allows 100% employment of the students
who were trained according to the dual training sys-
tem.

For the purpose of transparency of the staff recruit-

ment and employment of highly-skilled workers

a Pilot projects on open competitive selection of

personnel was successfully implemented in KMG in

2014. It is planned to be implemented in the whole

KMG Group of companies.

The following novelties in the employment proce-

dure were tested within the pilot project:

e Extension of the channels and sources of candi-
dates’ CVs accumulation: inner site, direct distri-
bution to the subsidiaries, competent mass me-
dia, social networking services and other sources
(Facebook, Twitter);

» CVs were selected together with the structural
subdivisions, where a vacancy was announced;

» Tests format extension: the state language test and
foreign languages test have been added; the esti-
mation value in this test made not more than 5 %
from the general result;

e The tender committee has been formed out of the
KMG's managing personnel.

One of the most important factors in HR manage-
ment is labor payment. In 2014 KMG approved an
Integrated Labour Payment System (ILPS) for the
“Oil and gas exploration and production” business
area. The unified principles in the tariff network
building for the workers and fixed official salaries of
the production and administrative and managerial
staff have been envisaged. The tariff networks and
fixed official salaries schemes are based on the cre-
ation of a Directory of Occupations and a Guide of
employees that distribute every profession and po-
sition in accordance with difficulty and significance
of labor in the work activity.
It should be noted that after ILPS implementation
in the enterprises of the Group of companies of Ka-
zMunaiGas Exploration Production JSC the corre-
sponding rate of remuneration of 98% of employees
was increased. However there was no reduction in
the current remuneration of any employee.

JSC NC «KazMunayGas»

Also the ILPS implementation allowed establishing
a fair principle of equal remuneration for the equal
labor and, consequently preserving social stability
in the staff.

To develop a single approach to the issues of so-
cial support to the employees in the KMG Group of
companies, in 2014 KMG’'s Management Board ac-
cepted a standard document on social support of
KMG's subsidiaries, where a warranted social pack-
age is defined. Besides, in case of sufficient means
to secure the warranted social package and in ac-
cordance with the financial possibilities, each en-
terprise may foresee an additional social package
by internal documents and collective contracts.
One of the main parts of the social package is vol-
untary medical insurance of the employees and
their family members. Insurance programs allow
the Company’s employees getting a qualified med-
ical care in outpatient, stationary and health resort
conditions, fast medical aid and round-the-clock
services in all the regions of the RoK, preventive
activities, which enable to reduce risks of diseases.
Annually the employees and their family members
are immunized due to the epidemiological situation
in the country.

KMG's Board of Directors has approved the Policy
on Settlement of Conflict of Interest between Em-
ployees and Officials of JSC NC "KazMunayGas".
For the purposes of taking actions for preventing
corruption and fraud, KMG promotes awareness of
its employees of following the internal control and
business ethics policy, and the key principles and
requirements the Company has adopted for avoid-
ing corruption and fraud risks.

To settle corporate conflicts (i.e. disagreements and
disputes between the participants of the corporate
governance process), the Rules of Settlement of
Corporate Conflicts of JSC NC “KazMunayGas” is in
place in the Company.

To maintain a stable social environment in collec-
tive bodies, the internal communications between
employees and employers are being developed.
The methodology of internal communications be-
tween employees and employers has been devel-
oped. The internal communications instruments
are introduced including holding of summary
meetings of the KMG SDE first executives with labor
collectives, meetings of line managers with labor
collectives, holding of unscheduled meetings of
executives with labor collectives, reception of em-
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ployees by first executives on personal
matters, first executive's blog, corporate
informational site, monitors for video
ads, information stands, complaint and
proposal boxes, questionnaire and col-
lective body consolidation (competi-
tions, sports events and corporate spe-
cial events).

Annual summary meetings of the first ex-
ecutives with labor collectives are held
twice a year with obligatory participation
of representatives of labor unions/em-
ployees of the enterprise, KMG respon-
sible employees, and members of the
SDE Board of Directors. In 2014, 32 KMG
SDE held semiannual summary meetings
of first executives with labor collectives
which attracted 40 thousand persons.
By efforts of KMG, a workshop for
strengthening of interaction and regu-
lating the social and labor relations be-
tween KMG and trade unions of subsid-
iary and dependent entities was held in
Aktau. Under the workshop a round table
on “Uniform Social and Labor Policy of
JSC NC “KazMunayGas” — a Constructive
Way of Labor Dispute Prevention” was
held under which a corporate meeting of
the KMG executives, its SDE and leaders
of the KMG labor unions was organized. |
Representatives from the RoK Ministry of ﬁ;’;v\d
Oil and Gas, Ministry of Labor and Social gl[I*
Protection of the RoK residents; Akimat L
of Mangistau Oblast; Federation of Trade
Unions of RoK, Center of Social Partner-
ship attached to JSC “"Samruk-Kazyna“,
Branch Union of the Oil and Gas Indus-
try, heads of the KMG training centers
also participated in the round table.

As part of the event, training for the heads
of labor units of the KMG enterprises, in
total 60 persons, was organized. Execu-
tives of the KMG group of companies, in
total 40 persons, responsible for social
and labor issues at the enterprise also
underwent training. Under the Round
Table, an exhibition of presentation
stands was organized which demon-
strated a positive experience in the field
of staff and social policy, interaction with
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the KMG SDE trade unions, as well as the activity of
training centers of those enterprises which are in-
cluded into the KMG group.

A three day workshop ended with signing of the
Corporate Agreement on Interaction in the Field of
Regulating of Social and Labor Relations between
KMG and RFO “Branch Trade Union of the Oil and
Gas Employees”.

Workshops “Mediation in Social and Labor Rela-
tions” and "Mediative Competences for Managers”
were organized in Astana and Atyrau where 60 ex-
ecutives participated as wellas KMG SDE employees
responsible for social and labor issues at the KMG
enterprises. To conduct the workshops, coach-
ers-mediators of the Uniform Center for Mediation
and Peace-Building "Mediation” were attracted.

A training cycle on “Generation and Integration of
the Internal Communications System in Industries”
with participation of 96 persons from executives,
social support experts and chairmen of the KMG
SDE trade unions was conducted. Coaches were in-
vited from the Moscow Business School, Moscow.
To ensure a uniform standard approach to estab-
lishment of labor and social conditions for the SDE
employees upon conclusion of collective contracts
in the whole KMG group of companies, a standard
form of a collective contract for the KMG subsidi-
ary and dependent entities was developed and ap-
proved by the KMG Management Board.

Within the framework of implementating the youth
policy, The Youth Council of the KMG group of
companies was established, the composition of
the Youth Council was approved, and regulatory
documents were passed — Regulation of the Youth
Council and Youth Policy. The first meeting of
young employees of the KMG group of companies
with participation of 150 delegates — young spe-
cialists was held, “Leadership in Action” workshop
for young specialists was organized.

The second forum of young specialists of the KMG
EP group of companies was held. 70 representa-
tives from 11 subsidiaries of KMG EP in Mangistau,
Atyrau, Kyzylorda oblast and Astana participated in
the forum. Young specialists defended their projects
aimed at improving the production activity and en-
hancement of economic efficiency of the Company.
KMG, being one of the largest holdings, conducts
work on provision of sponsor and charity support.
The consolidated volume of support on operation-
al data across the KMG group of companies as a

JSC NC «KazMunayGas»

whole made up more than KZT 12.5 bln.

Under the business processes of the KMG subsidi-
aries, the contracts for subsurface use envisage the
subsoil users’ obligations on annual deductions for
social and economic development of the regions
and their infrastructure in accordance with the con-
cluded agreements with local executive authorities.
In 2014 the contractual deductions for developing
the social infrastructure of regions on operational
data made up more than KZT 10.5 bln.

The Company's available resources for formal res-
olution of conflict situations are supplemented by
the availability and activity of the Corporate Om-
budsman.

The Code of Corporate Social Responsibility of JSC
NC "KazMunayGas” adopted in order to systema-
tize KMG's approach to the social responsibility and




sustainable development activities have been ap-
proved in the Company.

KMG has adopted the Security Programme for
2013-2017, which provides for corruption and fraud
prevention matters.

The Economic Security Policy of JSC NC “KazMu-
nayGas” was approved by a resolution of the Board
of Directors. The policy is the core document es-
tablishing for the first time the main focus areas to
ensure economic security, control of fraud, corrup-
tion and other unlawful phenomena, and provides
for integration into strategic and corporate govern-
ance at all levels.

The Rules of procedure for conducting internal in-
vestigations into wrongful acts were adopted. The
rules determine the uniform procedure for con-
ducting internal investigations and implementation

of preventive measures to prevent such acts and
mitigate their consequences.

To arrange for systemic exchange of information,
prompt provision of information to the manage-
ment and making management decisions on crim-
inal events, incl. corruption, the Rules of procedure
for provision of special messages about incidents
and wrong-doings affecting the property and
non-property rights and interests of the KMG group
of companies were adopted.

Uniform procedure for the receipt, registration and
consideration of appeals from KMG's employees
and citizens for the cause of violations of the laws
of the Republic of Kazakhstan, and KMG's internal
regulatory documents is established in the Oper-
ating Instruction for Arranging Operation of the
Counseling Information System of JSC NC “KazMu-
nayGas".

The Programme for Development and Implemen-
tation of the Social Responsibility Management Sys-
tem as per the Requirements of ST RoK 1352 (ASA
8000) and ISO 26000 in the JSC NC "KazMunay-
Gas” for 2014-2016 was adopted in 2014.

Over 2014, as part of improvement of the enter-
prise risk management system, a number of doc-
uments were developed/updated, such as the Pol-
icy on Enterprise Risk Management System of KMG
and its Subsidiary and Dependent Entities, Regula-
tion on the Risk Committee of KMG's Management
Board, Model Risk Classifier of KMG and its SDEs,
Rules of Procedure for Consideration, Consolida-
tion and Accounting of KMG's Contingencies, Rules
of KMG's Market Risk Management, Corporate Level
Risk and Control Matrix.

The Rules of Preparing KMG's Sustainable Develop-
ment Report were approved by KMG's Management
Board in 2014.

KMG publishes a separate Sustainable Develop-
ment Report, prepared based on the international
standards (GRI), where the most essential aspects
of operations from the sustainable development
perspective were touched upon: interfacing with
stakeholders, environmental protection, occupa-
tional health and safety, human capital develop-
ment, and investment in development of the re-
gions of the Company’s presence.
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To the Shareholder and Management of
“National Company “KazMunayGas” JSC:

We have audited the accompanying consolidated
financial statements of “National Company “KazMu-
nayGas” JSC and its subsidiaries (“the Group”) which
comprise the consolidated statement of financial po-
sition as at December 31, 2014 and the consolidated

Management’s responsibility
for the consolidated financial statements

Management of the Group is responsible for the
preparation and fair presentation of these consoli-
dated financial statements in accordance with Inter-
national Financial Reporting Standards, and for such

JSC NC «KazMunayGas»

Independent
Auditor’s Opinion

statement of comprehensive income, the consolidat-
ed statement of changes in equity and consolidated
statement of cash flows for the year then ended, and
a summary of significant accounting policies and oth-
er explanatory information.

internal control management deremines is necessary
to enable the preparation of consolidated financial
statements that are free from material misstatements,
whether due to fraud or errors.
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Auditors’ Responsibility

Our responsibility is to express an opinion of these
consolidated financial statements based on our au-
dit. We conducted our audit in accordance with the
International Standards on Auditing. Those standards
require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable
accurance about whether the consolidated financial
statements are free from material misstatement.

An audit involves performing procedures to obtain
audit evidence about the amounts and disclosures
in the consolidated financial statements. The proce-
dures selected depend on the auditor’s judgment,
including the assessment of the risks of material mis-
statement of the consolidated financial statements,
whether due to fraud or error. In making those risk

Opinion

In our opinion, the consolidated financial state-
ments present fairly, in all material respects, the
consolidated financial position of “National Com-
pany ‘KazMunayGas” JSC and its subsidiaries as at

assessments, the auditor considres internal control
relevant to the entity's preparation and fair pres-
entation of the consolidated financial statements
in order to design audit procedures that are appro-
priate in the sircumstances, but not for the purpose
of expressing an opinion on the effectiveness of the
entity’s internal control. An audit also includes eval-
uating the appropriateness of accounting policies
used and reasonableness of accounting estimates
made by management, as well as evaluating the
overall presentation of the consolidated financial
statements.

We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for
our audit opinion.

December 31, 2014 and their consolidated financial
performance and cash flows for the year then end-
ed in accordance with International Financial Re-
porting Standards.

Alexander Nazarkulov

Auditor

Auditor qualification certificate

No. M®-0000059 dated January 6, 2012

Evgeny Zhemaletdinov
General Director
Ernst and Young LLP

State audit license for audit acivities on the territory of
the Republic of Kazakhstan: series MPFO-2 No. 0000003
issued by the Ministry of Finance of the Republic of
Kazakhstan on July 15, 2005
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Information on External Auditor

In 2013, JSC NC "KazMunayGas" signed
the agreement with the Ernst & Young LLP
on the financial reporting audit services
for 2013-2015. The fee amount under
this agreement is 148,811 thousand KZT,
which includes by years:

o for 2013 - 49,604 thsd KZT;
o for 2014 - 49,604 thsd KZT;
o for 2015 - 49,603 thsd KZT;

Apart from the services for auditing KMG's
financial reporting, in 2014 the Ernst &
Young LLP provided to KMG advisory
services for amending the Corporate Ac-
counting Policy of the KMG group of com-
panies and KMG's accounting policy for an
amount of 7,252 thsd KZT.

Policy on External Auditor

Policy on appointment and rotation of the
external auditor and key personnel of the
auditing firm, on approval of the auditing
firm's services not related to audit of the
financial reporting and other in respect of
and recruitment of former employees of
the auditing firm (excerpt from the Policy
of JISC NC «KazMunayGas» on Attracting
Services of Auditing Firms, approved by
Resolution of KMG's BoD No. 2/2012 of
15 Mar 2012):

1. KMG believes that provision of
certain services not related to auditing,
and the level of the non-audit services
fee paid to an auditing firm, may lead to
a conflict of interest or actual or deemed
loss of objectivity. Each of the potential
services of an auditing firm is classified
into one of the following categories:
Category A: non-audit services that may
influence independence in securing cur-
rent liabilities of an auditing firm and that
may be provided by an auditing firm un-
der the Law and subject to the conditions
stipulated by the Code of Ethics for Pro-
fessional Accountants.

JSC NC «KazMunayGas»
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Category B: non-audit services that will lead to the

loss of independence in securing current liabilities

of an auditing firm and are deemed to be prohibited
services under the Law and subject to the restrictions
contemplates by the Code of Ethics for Professional

Accountants, such as reconstruction and keeping of

accounts, preparation of financial reporting.

Services in Category A may be provided by an audit-

ing firm conducting mandatory audit under the Law.

For services in Category A, KMG will not engage an

auditing firm carrying out KMG’'s mandatory audit.

The Audit Committee shall consider the matter of

accuracy of non-audit services classification, as nec-

essary.

Before an auditing firm is engaged for services in

Category A, prior approval from the Audit Commit-

tee shall be required. In the request for determining

the Auditor, an auditing firm shall list the reasons for
which getting the approval will not compromise the
auditing firm'’s independence. Resolutions passed by
the Audit Committee on this clause of the Policy shall
be presented to the Board of Directors for reference.

Engagement of the members of an Auditing Firm,

who carry out audit of KMG's financial reporting, for

rendering advisory services belonging to Category

A, shall be prohibited.

An auditing firm may not render to KMG advisory

services amounting to over 50% of the total value of

fee to be paid to the Auditor (other than advisory ser-
vices related to audit of the financial reporting and
other information).

At least once a year, KMG Chief Financial Officer

shall ensure submission to the Audit Committee of

a report containing the information for the previous

period of 12 months, including:

e scope of audit services rendered by the Auditor;

e scope of non-audit services rendered by the Au-
ditor (broken down into various categories of ser-
vices);

 fee (for each individual service and in the aggre-
gate) paid by KMG to the Auditor for rendering
those services.

2. KMG shall demand from the Auditor adherence to
the principle of rotation of the project partner (bear-
ing primary responsibility for the audit) every five
years. The succession plan upon achievement of this
result shall be prepared by the Auditor and be sub-
mitted to the Audit Committee for consideration no
later than one year prior to carrying out rotation.

3.In case appointment (election) to the post of KMG's
executive employee or Chief Accountant of a person
who is participating in KMG’s mandatory audit as the
Auditor's employee or who participated in KMG's
mandatory audit as the Auditor’'s employee within
two years prior to the date of its appointment (elec-
tion) to KMG is proposed, in order to avoid a conflict
of interest, prior approval from the Audit Committee
of the proposed candidate shall be required for fur-
ther consideration of its appointment (election).
Furthermore, former members of an auditing firm
shall not be recruited to take up executive positions
or positions assuming material influence on the pro-
cess of the financial reporting preparation earlier
than a year upon their resignation from the auditing
firm.
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Consolidated financial standing report

In thousand KZT

ASSETS

Long-term assets

Fixed assets

Exploration and appraisal assets
Investment properties
Intangible assets

Long-term bank deposits

Investment into joint ventures and associated companies

Deferred tax asset

VAT reimbursable

Advance payments for long-term assets
Bonds receivable from related party

Note receivable from joint venture participant
Note receivable from an associate

Loans to related parties

Miscellaneous long-term assets

Current assets

Inventories

VAT reimbursable

Income tax down payment

Trade receivables

Short-term financial assets

Bonds receivable from related party
Note receivable from joint venture participant
Dividends receivable from an associate
Derivative financial instruments
Miscellaneous current assets

Cash and cash equivalents

Assets classified as intended for sale

TOTAL ASSETS

JSC NC «KazMunayGas»

Consolidated
financial reporting

For the year ending 31 December 2014

As of 31 December

2014

4.296.118.047
277.064.868
27.197.634
182.966.270
97.524.249
1.217.661.400
93.131.484
79.168.765
100.705.148
37.145.896
13.807.568
28.237.627
101.900.198
34.569.632
6.587.198.786

194.960.759
110.052.511
42.744.212
202.622.353
728.577.074
4.440.000
4.658.127

6.427.473
98.581.850
823.031.494
2.216.095.853
35.546.227
2.251.642.080

8.838.840.866
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2013*

3.747.999.966
221.699.938
28.243.320
200.442.883
81.935.736
998.490.176
29.688.534
18.921.820
84.500.167
36.922.676
13.222.376
22.411.853
22.558.713
28.237.430
5.535.275.588

195.377.825
151.553.582
52.345.584
284.447.047
814.592.127
4.440.000
3.969.193
19.262.694
74.084.738
407.326.766
2.007.399.556
15.510.696
2.022.910.252

7.558.185.840



Consolidated financial standing report (continued)

In thousand KZT

EQUITY AND LIABILITIES

Equity

Authorized capital

Additional paid capital

Miscellaneous capital

Reporting currency recalculation reserve
Retained earnings

Related to the parent company's shareholder
Non-controlling participatory interest

Total capital

Non-current liabilities

Loans

Due for acquisition of additional interest in the "North-Caspian Project”

Reserves
Deferred tax liabilities
Financial guarantee

Miscellaneous long-term liabilities

Current liabilities
Current portion of loans
Reserves

Income tax payable
Trade payables

Other taxes payable
Financial guarantee

Derivative financial instruments

Due for acquisition of additional interest in the “North-Caspian Project”

Miscellaneous current liabilities

Liabilities related to the assets classified as intended for sale
Total liabilities

TOTAL EQUITY AND LIABILITIES

As of 31 December
2014

557.072.340
226.761.347
2.105.737
448.739.927
2.627.270.657
3.861.950.008
555.162.424
4.417112.432

2.427.190.567
396.345.201
183.530.985
194.793.626
9.077.566
12.938.824
3.223.876.769

670.529.840
50.329.517
2.250.849
233.653.734
80.534.178
755.010
277.887
147.781.512
1.186.112.527
11.739.138
4.421.728.434

8.838.840.866

2013*

546.485.470
19.645.866
2.185.813
269.950.758
2.611.367.993
3.449.635.900
586.555.014
4.036.190.914

2.005.432.081
214.885.792
114.584.815
157.991.090
13.850.020
2.506.743.798

301.710.769
93.273.602
55.365.055
225.091.612
109.643.397
441.058
107.443.991
119.197.681
1.012.167.165
3.083.963
3.521.994.926

7.558.185.840

* Certain amounts listed in this column do not correspond to the amounts in the consolidated financial statements for 2013, as they reflect the re-

groupings made for compliance with the presented consolidated financial reporting statement as of 31 December 2014.
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Consolidated total income statement

In thsd KZT

Proceeds from sold goods and rendered services

Cost price of sold products and rendered services

Gross profit

General and Administrative Expenses

Transportation and selling expenses

Impairment of fixed assets and intangible assets, other than goodwill
Goodwill depreciation

Loss from retirement of fixed assets, intangible assets and investment
properties, net

Miscellaneous operating income

Miscellaneous operating loss

Profit from operating activities

Foreign exchange loss / gain, net

Financial income

Financial expenses

Depreciation of investment in jointly-controlled companies
Depreciation of assets classified as intended for sale

Share in the income of joint ventures and associates, net

Profit before income tax

Income tax expenses

Profit for year from continuing activities

Discontinued operations

Loss after taxes from discontinued operations

Profit for year

JSC NC «KazMunayGas»

For the years ending 31 December

2014

3.186.763.690
(2.322.161.894)

864.601.796

(173.720.320)
(358.874.273)
(321,205,244)
(30.744.793)
(3.639.406)
18.329.825
(17.711.610)

(22.964.025)

67.611.458
55.490.877
(202.470.692)
(1.034.370)
(4.992.179)
427.857.457

319.498.526
(117.101.042)
202.397.484

(3.182.392)
199.215.092

142

2013 (Recalculated)*

3.247716.806
(2.347.831.136)

899.885.670

(162.176.343)
(332.164.322)
(62.482.577)

(4.940.947)

30.649.171
(17.195.161)

351.575.491

(22.208.626)
42.374.342
(171.671.297)

483.517.390

683.587.300

(193.200.138)

490.387.162

(1.744.975)
488.642.187



Consolidated aggregate income statement (continued)

In thsd KZT

Miscellaneous aggregate income

Miscellaneous aggregate income subject to re-classification into

future profit or loss:

Exchange difference resulting from the translation of the foreign

subsidiaries financial statements

Net miscellaneous aggregate income subject to re-classification

into future profit or loss

Miscellaneous aggregate income not subject to re-classification

into future profit or loss:
Expenses from revaluation under defined benefit plans
Tax effect of aggregate loss components

Net miscellaneous aggregate loss not subject to re-
classification into future profit or loss

Miscellaneous aggregate income for period
Total: aggregate income for period, less income tax

Net income for the period attributable to:
Company's shareholder
Non-controlling participatory interest

Total aggregate income for period, attributable to:
Company'’s shareholder
Non-controlling participatory interest

For the years ending 31 December

2014 2013 (Recalculated)*
209.509.690 49.338.488
209.509.690 49.338.488
(1.100.442) (3.066.496)
(27.426) 421.186
(1.127.868) (2.645.310)
208.381.822 46.693.178
407.596.914 535.335.365
207.362.949 440.955.063
(8.147.857) 47.687.124
199.215.092 488.642.187
385.103.657 486.251.522
22.493.257 49.083.843
407.596.914 535.335.365
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Consolidated cash flow statement

In thsd KZT

Cash flow from operating activities:

Profit before income tax from continuing activities
Loss before income tax from discontinued activities
Profit before taxes

Adjustments against:

Ageing, depletion and amortization

Share in the income of joint ventures and associates
Financial expenses

Financial income

Unrealized gain from derivative financial instruments
Realized gain from derivative financial instruments

Loss from retirement of fixed assets, intangible assets and
investment properties, net

Impairment of fixed assets and intangible assets, other than
goodwill

Depreciation of investment in jointly-controlled companies
Goodwill depreciation

Depreciation of assets classified as intended for sale
Reserves

Allowance for doubtful debts and other current assets
Provision for obsolete inventories

Disposal of equity instruments

Unrealized foreign exchange (gain) / loss

Profit from operating activities before changes in the floating
capital

Change in inventories

Change in VAT reimbursable

Change in trade receivables

Change in miscellaneous current assets
Change in other taxes payable

Change in trade payables

Change in miscellaneous long-term liabilities
Change in miscellaneous liabilities

Cash inflow from operating activities
Proceeds from derivative financial instruments, net
Income tax paid

Fee received

Fee paid

Net cash inflow from operating activities

JSC NC «KazMunayGas»

For the years ending 31 December

2014

319.498.526
(3.101.537)
316.396.989

211.195.042
(427.857.457)
202.470.692
(55.490.877)
(6.621.755)
(2.618.352)
3.639.406

321.205.244

1.034.370
30.744.793
4.992.179
470.260
1.306.152
(1.517.304)
(80.076)
(107.906.526)

491.362.780

26.102.234
(8.742.624)
104.263.617
(27.235.502)
(29.109.219)
(3.336.984)
(984.571)
6.048.344
558.368.075
2.328.788
(178.584.194)
41.645.502
(155.277.014)
268.481.157
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2013 (Recalculated)*

683.587.300
(1.549.184)
682.038.116

180.622.767
(483.517.390)
171.743.877
(42.388.429)
675.161
(2.185.519)
4.940.947

62.482.577

9.936.903
3.533.899
1.355.756
25.867
15.605.299

604.869.831

(2.416.525)
(38.610.356)
(68.694.161)
65.418.351
208.390
14.537.267
2.109.672
1.456.824
578.879.293
(136.127.337)
33.683.149
(132.442.421)
343.992.684



Consolidated cash flow statement (continued)

In thsd KZT

Cash flow from investment activities:
Withdrawal / (placement) of deposits from/in banks

Acquisition of fixed assets, intangible assets, investment
properties and exploration and appraisal assets

Cash inflow from sale of fixed assets, intangible assets and
investment properties

Proceeds from sale of assets classified as intended for sale

Dividends received from joint ventures and associates, less taxes

Investment and contribution into joint ventures and associated
companies

Repayment of a loan granted to a related party

Realization of a joint venture

Loan provided to related party

Acquisition of a subsidiary

Cash of the acquired subsidiary

Cash of a subsidiary classified as held for sale

Net cash flow used in investment activities

Cash flow from financial activities:

Proceeds of loans

Repayment of loans

Dividends paid to the non-controlling interest shareholders
Dividends distributed to Shareholder

Repurchase of the own stock by a subsidiary

Sponsor support rendered to the order of the Parent company
Net cash flow from financial activities

Effect of change in exchange rates on cash and its equivalents
Net change in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash and cash equivalents at the end of the year

For the years ending 31 December

2014

224.033.563
(558.885.281)

7.280.896

4.016.540
302.418.013
(3.234.425)

3.093.298
147.813
(108.803.459)
(28.507.982)
8.235.554
(2.649.907)
(152.855.377)

682.264.686
(326.531.746)
(48.203.538)
(69.577.485)

237.951.917
62.127.031
415.704.728
407.326.766
823.031.494

2013 (Recalculated)*

(267.937.850)
(589.790.095)

11.701.790

370.549.999
(34.200)

24.728.274

(11.309.069)

(462.091.151)

790.901.238
(598.401.903)
(43.105.904)
(38.961.363)
(153.058)
(2.554.420)
107.724.590
2.615.192
(7.758.685)
415.085.451
407.326.766

* Certain amounts listed in this column do not correspond to the amounts in the consolidated financial statements for 2013, as they reflect the

adjustments made
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JSC NC «KazMunayGas»

Consolidated statement of changes in equity

In thsd KZT

As at 31 December 2012

Profit for year

Miscellaneous aggregate income

Total amount of aggregate income for the year
Contribution to the authorized capital (Note 18)
Dividends (Note 18)

Transactions with Parent company (Note 18)
Distributions to the Parent company

Recognition of payments based on equity
instruments in subsidiaries

Acquisition of non-controlling participatory
interest

As at 31 December 2013

Profit for year

Miscellaneous aggregate income

Total amount of aggregate income for the year
Contribution to the authorized capital (Note 18)
Dividends (Note 18)

Transactions with Parent company (Note 6 and
18)

Distributions to Parent company (Note 18)

Recognition of payments based on equity
instruments in subsidiaries

Acquisition of non-controlling participatory
interest

As at 31 December 2014

Due to the Company’s shareholder

Authorized capital

527.760.531

18.724.939

546.485.470

10.586.870

557.072.340
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Additional paid-in
capital

19.062.712

583.154

19.645.866

207.115.481

226.761.347

Miscellaneous capital

2.180.382

5431

2.185.813

(80.076)

2.105.737



Reporting currency
recalculation reserve

222.112.349

47.838.409
47.838.409

269.950.758

178.789.169
178.789.169

448.739.927

Retained earnings

2.241.272.475
440.955.063
(2.541.950)
438.413.113

(38.961.363)

(29.322.614)
96.979

(130.597)

2.611.367.993
207.362.949
(1.048.461)
206.314.488
(83.114.547)
(26.916.423)

(80.363.549)
(19.310)

2.005

2.627.270.657

Total

3.012.388.449
440.955.063
45.296.459
486.251.522
18.724.939
(38.961.363)
583.154
(29.322.614)
102.410

(130.597)

3.449.635.900
207.362.949
177.740.708
385.103.657
217.702.351
(83.114.547)
(26.916.423)

(80.363.549)
(99.386)

2.005

3.861.950.008

Non-controlling
participatory interest

581.147.319
47.687.124
1.396.719
49.083.843

(43.577.144)

(76.543)

(22.461)

586.555.014
(8.147.857)
30.641.114
22.493.257

(53.891.914)

8.072

(2.005)

555.162.424

Total

3.593.535.768
488.642.187
46.693.178
535.335.365
18.724.939
(82.538.507)
583.154
(29.322.614)
25.867

(153.058)

4.036.190.914
199.215.092
208.381.822
407.596.914
217.702.351
(137.006.461)
(26.916.423)

(80.363.549)
(91.314)

4.417112.432
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Material Aspects of
Accounting Policy

BASIS FOR PREPARATION
OF FINANCIAL STATEMENTS

Conformity Statement.

This consolidated financial reporting of the Group has been prepared in conformity
with the International Financial Reporting Standards (IFRS) as amended and approved
by the International Accounting Standards Board (IASB).

Preparation of the consolidated financial reporting in conformity with the IFRS requires
application of certain important accounting estimates and requires from the manage-
ment the use of judgments on assumptions in the course of the accounting policy ap-
plication.

Foreign currency translation

Functional currency and presentation currency

The elements of the financial reporting of each Group's enterprise, included in this con-
solidated financial reporting, are evaluated using the currency of the basic economic
environment, where the enterprises are operating (“functional currency”). The consoli-
dated financial reporting is represented in KZT, which is the Company's functional cur-
rency.

Transactions and account balances

Transactions in a foreign currency are translated into the functional currency using the
exchange rates as of the date of transaction. Exchange gain and loss, resulting from
settlement for such transactions, and translation of monetary assets and liabilities, ex-
pressed in a foreign currency, at the rates as of the reporting date, are recognized in the
consolidated aggregate income statement.

148




Exchange rates

The weighted average exchange rates determined on
the Kazakhstan Stock Exchange ("KASE") shall be used
as official exchange rates in the Republic of Kazakhstan.
KASE's exchange rate as at 31 December 31 was
182.35KZTforlUSdollar. Theserateshavebeenused

ORI Y
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for translation of the monetary assets and liabilities,
expressed in US dollars as at 31 December 2014 (in
2013: 153.61 KZT for 1 US dollar). KASE's exchange
rate as at 13 March 2015 was 185.35 KZT for 1 US
dollar.

Consolidation
Basis

The attached consolidated financial reporting in-
cludes the financial statements of the Company and
its subsidiaries as at 31 December 2014. Control is
exercised in case the Group is entitled to a variable
return on investment and is exposed to a risk related
to its change and can influence this return due to its
powers in respect of the investee.

The financial reporting of the subsidiaries was pre-
pared for the same reporting period as that of the par-
ent company based on the consistent application of
the accounting policy for all companies of the Group.

Business Combination
and Goodwill

Business combinations shall be recorded using the
purchase accounting method. The cost of acquisition
shall be evaluated as the amount of the transferred
compensation, evaluated at fair value as at the date of
acquisition, and non-controlling participatory interest
in the company acquired. For every business com-
bination transaction, the acquirer shall evaluate the
non-controlling participatory interest in the company
acquired either at fair value or at the pro rata propor-
tion in the identifiable net assets of the company ac-
quired. Expenditures incurred due to the acquisition
shall be included in the administrative expenses.
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Acquisition of subsidiaries

to the Shareholder’'s order

When subsidiaries are acquired to the Shareholder’s order, the difference
between the amount of the consideration paid and the fair value of the
acquired assets and assumed obligations other than a non-controlling par-
ticipatory interest, and the result of revaluation of the participatory interest
previously owned by the Group are recorded as distributions to the parent
company directly in the equity.

Acquisition of subsidiaries from parties

who are under common control

Acquisition of subsidiaries from the parties who are under common con-
trol shall be recognized using the pooling of interest method.

Assets and liabilities of a subsidiary transferred under common control
shall be recognized in this consolidated financial reporting at the present
value of the transferring organization («Predecessor») as at the transfer
date. Consolidated financial reporting, including the comparative data, is
presented proceeding from the assumption that a subsidiary was aquired
by the Group on the date when it was originally acquired by the Prede-

Cessor.

Participatory Interests
in Jointly-controlled Operationsx

The Group has participatory interests in jointly-con-
trolled operations.

When a participatory interest in jointly-controlled
operations is acquired, the Group shall recognize the
assets relating to that interest, including the interest
in the jointly-controlled assets, liabilities, includ-
ing the share in the jointly incurred liabilities. Sub-
sequently, the Group shall recognize income from
sales of goods related to jointly-controlled opera-
tions, including the share in the income from sales of
goods produced as a result of jointly-controlled op-
erations; the expenses related to jointly-controlled
operations, including the share of expenses incurred
in jointly-controlled operations.

The Group shall recognize assets, liabilities, income
and expenses from jointly-controlled operations in
compliance with the Group’s accounting policy in
respect of of such assets, liabilities, income and ex-
penses.

Investment in associated companies
and joint venture

Associated company is a company in respect of
which the Group has significant influence. Signif-
icant influence is the powers to participate in de-
cision-making in respect of the investee’s financial
and operations policy, but not control or joint con-
trol in respect of this policy.

Joint venture is a joint operating agreement under
which the parties exercising joint control in respect
of the agreement are entitled to the net assets of the
joint venture. Joint control is joint exercise of con-
trol, stipulated in the agreement and taking place
only if and to the extent that decision-making in re-
spect of material activities require unanimous con-
sent of the parties exercising joint control.
Investments in an associated company and a joint
venture are recorded using the equity method.

The profit and loss statement records the Group’s
interest in the financial performance of a joint ven-
ture or associated company. Share in the profit of
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joint ventures and associated companies shall be
shown directly in the consolidated aggregate in-
come statement.

Classification of assets and liabilities
into short-term and long-term

In the financial standing statement the Group shall

record assets and liabilities based on their classi-

fication into short-term and long-term. An asset is

short-term if:

e it is expected to be realized or is held for sale and
consumption as part of the usual operating cycle;

e it is held mainly for the purposes of trade;

e it is expected to be realized within twelve months
of the completion of the reporting period; or

« itis represented by cash of cash equivalents, exceptin
cases there are restrictions on its exchange or use for
repayment of liabilities within a minimum of twelve
months of the completion of the reporting period.

All other assets are classified as long-term. A liability

is short-term if:

« itis expected to be repaid within the framework of
the usual operating cycle;

e itis held mainly for the purposes of trade;

* it is subject to repayment within twelve months of
the completion of the reporting period; or

e the company has no unconditional right to put
off repayment of the liability within a minimum of
twelve months of the completion of the reporting
period.

The Group shall classify all other liabilities as long-

term liabilities. Deferred tax assets and liabilities shall

be classifed as long-term assets and liabilities.

Expenses Related to Exploration, Appraisal and
Development of Fields

Expenditures Incurred before Obtaining Licences
Expenditures incurred before obtaining licences shall
be classified as expenses of the period they were in-
curred in. Expenditures incurred after an appropriate
agreement with the Government of the Republic of
Kazakhstan is signed shall be capitalized.
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Expenditures for Obtaining

Licenses and Property

Expenditures for obtaining licenses and property shall
be capitalized and classified as intangible assets. Every
exploration target shall be considered on an annual
basis concerning the fact that the drilling works have
been planned, and it has not depreciated. If future
works are not planned, the present value of the costs
of acquiring exploration licences and the relevant fa-
cilities shall be written off. When economically feasi-
ble recoverable reserves («proven reserves» or «com-
mercial reserves») are found, and in case of internal
approval of development, the present value of the
costs of acquiring exploration licences and relevant
facilities, broken down by field, shall be combined
with the exploration expenditures and be transferred
to the oil and gas properties.

Expenditures Related

to Exploration and Appraisal

As soon as the legal right to exploration is gained, the
expenditures for geological and geophysical surveys
and expenditures directly related to an exploration
well, shall be capitalized as intangible or tangible ex-
ploration and appraisal assets until drilling of the well
has been completed and the results of such drilling
have been appraised. Such expenditures include pay-
ment to employees, materials and fuel used, cost of
drilling rig and payments to contractors. If no reserves
are found, the exploration asset shall be tested for
impairment, if recoverable hydrocarbons are found,
and are subject to further appraisal that may include
drilling of other wells the commercial development
of which is probable enough, then the expenditures
shall continue to be recorded as an intangible as-
set, until reasonable/continuous progress in the ap-
praisal of commercial extraction of hydrocarbons is
achieved. All expenditures of such kind shall be sub-
jectto atechnical, commercial and management test,
along with an impairment test, at least once a year, in
order to confirm the intent to continue development
or any other way of deriving benefit from the discov-
ery. Otherwise, the expenditures shall be written off.
When the proven oil reserves are determined and the
decision on continuing the development is made,
the corresponding expenditures shall be transformed
into petroleum property after the impairment apprais-
al and recognition of the impairment loss incurred.

JSC NC «KazMunayGas»




Development Costs

Costs for construction, installation and completion of infrastructure facilities, such as
platforms, pipelines and development well drilling, including dry development wells or
outpost wells and unforeseen engineering problems, shall be capitalized as part of the

petroleum property.

Petroleum Property and Other Fixed Assets

Petroleum property and other fixed assets
shall be recorded at cost minus the accu-
mulated amortization, depletion and de-
preciation.

Original cost of assets is comprised of the
acquisition or construction price, interest
expenditures for long-term construction
projects, when the criterion of recogni-
tion of expenses directly related to making
the asset operation is met, and the initial
estimate of the asset removal costs, as
required. The acquisition or construction
price is the aggregate value paid and fair
value of any type of consideration provid-
ed for acquisition of the asset.

Petroleum property shall be amortized us-
ing the units of production method, while
tangible assets shall be amortized accord-
ing to the proven developed reserves, and
intangible assets — according to the prov-
en reserves. Certain petroleum property
with useful life shorter than the residual
life of fields shall be amortized using the
straight-line basis during the useful life
from 4 to 10 years.

Fixed assets, apart from the oil and gas
assets, mainly include buildings, machin-
ery and equipment, amortized using the
straight-line basis during the following
fixed useful lives:

Refinery Assets

Pipelines

Buildings and Constructions
Machinery and equipment
Means of transportation
Miscellaneous

4-100 years
2-30 years
2-100 years
2-30 years
3-35 years
2-20 years

The contemplated useful life of the fixed
assets shall be revised on an annual ba-
sis, and as required, changes in the lives
shall be adjusted in the subsequent pe-
riods.
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Present value of the fixed assets shall be
revised for impairment if and to the ex-
tent that events and changes in circum-
stances occur, indicating that the pres-
ent value is not recoverable.
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Intangible assets

Intangible assets shall be recorded at cost, minus
accumulated amortization and accumulated im-
pairment losses. Intangible assets include expendi-
tures for obtaining oil and gas resources exploration
licences, software and goodwill. Intangible assets
acquired separately shall be initially appraised at the
purchase value. The initial value is the aggregate
amount paid and fair value of any other considera-
tion provided for acquisition of the asset.

Intangible assets, other than the goodwill, shall be
amortized using the straight-line basis during the
estimated remaining useful life. The expected useful
life of assets shall be revised on an annual basis, and
as required, changes in the lives shall be adjusted in
the subsequent periods. The useful life of computer
software is from 3 to 7 years.

Present value of intangible assets shall be analyzed
for depreciation if and to the extent that events and
changes in circumstances indicate that the present
value cannot be recovered.

Goodwill shall be tested for depreciation annually
(as at 31 December) and where events and circum-
stances indicate that its present value cannot be de-
preciated.

Investment properties

Investment properties shall be initially valued at his-
torical cost, including the transaction costs.

Since the Group applies the historical cost account-
ing method, after the initial recognition, investment
properties shall be recognized using the method
adopted in accordance with IFRS 16 «Fixed Assets» —
taking into account the accumulated depreciation
and accumulated amortization.

Investment properties shall be amortized on the
straight-line basis within the useful life of 2 to 100
years.

On every reporting date the Group shall determine
the fair value of investment properties, and in case
the present value exceeds the fair value, the differ-
ence shall be recognized in the profit or loss.
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Impairment of Non-financial Assets

As at every reporting date, the Group shall determine
if there are signs of possible impairment of an as-
set. If such signs take place, or if an annual check of
the asset for impairment is required, the Group shall
evaluate the recoverable value of the asset. Recov-
erable value of an asset is the biggest value of: the
fair value of an asset or a cash generating unit (CGU),
less costs to sell, and value in use of the asset (CGU).
The recoverable value shall be determined for an
individual asset, except to the extent that the asset
generates cash flows, that are mainly independ-
ent of the cash flows generated by other assets or
groups of assets. If the present value of an asset or
CGU exceeds its recoverable value, the asset shall be
deemed impaired and shall be written-off to the re-
coverable value. The Group shall determine the de-
preciation amount, proceeding from detailed plans
and forecast calculations prepared separately for
each CGU of the Group, to which individual assets
are referred. As a rule, these plans and forecast cal-
culations are made for a five-year period. For longer
terms long-term growth rates shall be calculated,
to be used in respect of the forecasted future cash
flows after the fifth year.

Impairment of Exploration
and Appraisal Assets

The Group shall check its exploration and appraisal
assets for impairment, when such assets are trans-
ferred to tangible or intangible development assets,
or when there are facts and circumstances indicat-
ing impairment of assets.

Assets Held for Sale
and Discontinued Operations

Assets and disposal groups, classified as held for
sales, shall be evaluated at the least of the two val-
ues — the present value and the fair value less costs
to sell. Assets and disposal groups shall be classified
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as held for sales, if their present value is refundable,
mainly through a selling transaction, and not as a re-
sult of continued use. This condition shall be deemed
to be observed only to the extent that the likelihood
of sale is high, and the asset or disposal group can-
not be sold immediately in their current condition.

Asset Retirement Obligation (Decommissioning)

Reserves for decommissioning shall be recognized
in full on a discounted basis, when the Group has
liabilities on decommissioning and relocation of
equipment or a mechanism and restoration of the
site where the equipment was located, and where
reasonable valuation of such reserve can be made.
The amount recognized constitutes the present val-
ue of the estimated deferred expenses, determined
in accordance with the local conditions and require-
ments. The corresponding fixed asset, equivalent in
size to the reserve amount shall be also recognized.
Subsequently, this asset shall be amortized as part of
the capital expenditures on the means of production

and means of transportation on the basis of the units
of production method.

Financial Assets

Initial recognition and valuation

Financial assets at the initial recognition shall be clas-
sified accordingly as financial assets revaluated at fair
value through the profit or loss; loans and accounts
receivable; investment held to maturity, financial as-
sets available for sale; derivatives set as hedging in-
struments in case of effective hedging. All financial
assets, other than financial assets revaluated at fair
value through profit or loss, shall be initially recog-
nized at fair value increased by the transaction costs
directly related thereto.

The Group's financial assets include cash and cash
equivalents, short-term bank deposits, bonds re-
ceivable from the parent company, note receivable
from a joint venture member, note receivable from
an associated company, loans to related parties and
trade receivables.
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Impairment of Financial Assets

The Group shall establish the presence of objec-
tive evidence of impairment of a financial asset or a
group of financial assets. A financial asset or a group
of financial assets shall be deemed impaired then
and only then when there is an objective evidence
of impairment as a result of one ore more events
occurring after the initial recognition of the asset
(occurrence of a «damage sustained event») that
have exerted reliably measurable influence on the
expected cash flows on a financial asset or a group
of financial assets.

Inventories

Inventories shall be accounted at the least of the fol-
lowing two values: production cost and net realiza-
ble value according to the FIFO costing method. The
value shall include all expenditures incurred in the
ordinary course of business, related to the local de-
livery of inventories and bringing them to the current
condition.

Value-added tax (VAT)

Tax authorities allow repayment of the VAT on sales
and acquisition on a net basis. VAT reimbursable
constitutes VAT on acquisition on the domestic mar-
ket, lett VAT on sales on the domestic market. Export
sales have the zero rate.

Cash and cash equivalents

Cash and its equivalents shall include cash in banks
and on hand, and short-term deposits with the origi-
nal maturity of not more than three months.

Financial Liabilities

Initial recognition and valuation

Financial liabilities within the scope of IAS 39 shall
be classified accordingly as financial liabilities, reval-
uated at fair value through profit or loss, credits and
borrowings, and derivatives. The Group shall classify
its financial liabilities at their initial recognition.
Financial liabilities shall be initially recognized at fair
value, increased in case of credits and borrowings by
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the transaction costs directly related thereto.

The Group's financial liabilities include trade and
other accounts payable, loans and borrowings, and
derivative financial instruments.

Reserves

Reserves shall be recognized, if the Group has a
current liability (legal or voluntarily assumed), oc-
curring as a result of a past event, there is a substan-
tial likelihood that an outflow of economic benefits
will be required for the repayment of the liability,
and the amount of such a liability can be accurately
determined. If the Group intends to receive reim-
bursement of a certain portion or all reserves, for
example, on an insurance agreement, the reim-
bursement shall be recognized as a separate asset,
but only in case receipt of the reimbursement is be-
yond exception.

If the effect of the time value of money is materi-
al, the reserves shall be discounted at the current
rate before taxes that reflects, where applicable,
the risks characteristic of the specific liability. If dis-
counting is used, an increase in the reserve shall be
recognized as financial costs over time.

Provisions for construction

The Government delegates to the Group various ob-
ligations related to sponsorship and financing. The
Group’s management believes that such obligations
are constructive and shall be recognized in accord-
ance with resolutions of the Government. Since the
Government is the Group's ultimate shareholder, the
costs related to fulfillment of such obligations shall
be recognized in the consolidated financial report-
ing as «distribution to the shareholder» as part of the
capital.

Payments to Employees

Pension Plan

Payments under a predetermined contribution
pension program shall be booked to expenses as
they are paid. Payments under the public pension
system shall be considered as defined contribution
plans, when the Group's liabilities under this plan
are equal to the liabilities arising under a predeter-
mined contribution pension program.
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Long-term employee benefits

The Group offers to its employees’ long-term bene-
fits before and after retirement under the Bargaining
Agreement between the Group and its employees.
The Bargaining Agreement, in particular, provides
for payment of a lump-sum retirement benefit, ren-
dering material assistance to employees in case of
incapacity, a jubilee or death. Entitlement to benefits
is usually conditioned by the need for an employee
to continue work before retirement.

Estimated cost on payment of lump-sum benefits
shall be accrued during the working life of an em-
ployee according to the methodology used in cal-
culating defined contribution pension plans. Actu-
arial gains and losses arising during a year shall be
recorded as part of the miscellaneous aggregate in-
come. Such liabilities shall be evaluated on an annu-
al basis by independent qualified actuaries.

Recognition of Proceeds

Proceeds shall be recognized if there is likelihood that
the Group will receive economic benefits, and if the
proceeds can be reliably evaluated. The proceeds shall
be evaluated at fair value of the received compensa-
tion, less discounts and other sales taxes or duties. The
following criteria shall be fulfilled for recognition of
proceeds in the consolidated financial reporting:

Sales of goods

Income from sales of crude oil, oil products, gas and
other commodities shall be recognized when a de-
livery of a commodity has occurred, and the rights
and title have been transferred to the buyer.

Provision of services;

Income from services provided, such as transporta-
tion services, shall be recognized at the time of ren-
dering the services.

Interest incomes

For all financial instruments valuated at amortized
cost and interest-bearing financial instruments clas-
sified as instruments available for sale, the interest
income or costs shall be recorded at the effective
interest rate, which, when discounted at, brings
the expected future cash payments or proceeds
throughout the projected period of use of the finan-
cial instrument or throughout a shorter time period,
where applicable, precisely to the net book value of
a financial asset or financial liability. Interest income
shall be included in the financial income in the ag-
gregate income statement
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Recognition of Expenses

Expenses shall be recorded at the moment of
occurrence and reflected in the consolidated financial
reporting in the period they are related to, based on
the accrual method.

Income Tax

Income tax for a year includes the current income tax,
the excess profits tax and the deferred tax.

Assets and liabilities on the current income tax for
the current and prior periods shall be evaluated at
the amount, that will be supposed to be refunded by
the tax authorities or paid to them. Tax rates and tax
legislation used for the calculation of this amount are
the rates and laws adopted and actually adopted as at
the reporting date.

The current corporate income tax (CIT) attributable
to items recognized directly in the capital shall
be recognized as part of the capital, and not in the
statement of comprehensive income.

The excess profits tax (EPT) is considered as an income
tax and form a portion of the income tax expenses.
EPT rates shall be applied to a portion of the net tax
income (taxable income after deduction of CIT and
permitted adjustments) in respect of every subsoil
use contract in excess of 25% of the deductions
attributable to each contract.

Deferred tax shall be calculated both for the corporate
income tax and for the excess profits tax. Deferred
excess profits tax shall be calculated according to
the temporary differences for the assets referred to
the sub-soil use contracts, at the expected rate of
the excess profits tax, subject to payment under the
contract.

Equity

Non-controlling participatory interest
Non-controlling participatoryinterestsarerepresented
in the consolidated statement of financial position as
part of the equity capital separately from the capital
attributable to the Company’'s shareholders. The
losses of a subsidiary shall be classified as the non-
controlling participatory interest even in case this
leads to negative balance.

JSC NC «KazMunayGas»

Payments based on equity instruments

Employees of the Group receive remuneration in
the form of payments based on equity instruments.
Employees provide services for which they receive
remuneration in equity instruments of a subsidiary
where they work («transactions settled with equity
instruments»).

The value of transactions with employees, settled with
equity instruments, shall be evaluated proceeding
from the fair value of such instruments at the date
they are provided. The fair value shall be determined
using a relevant evaluation model.

Dividends

Dividends shall re recognized as liabilities and
be subtracted from the capital amount as at the
reporting date only in case they are declared on or
before the reporting date. Information on dividends
shall be disclosed in the reporting, if they have
been recommended before the reporting date, and
recommended or declared after the reporting date,
but before the date of approval of the consolidated
financial reporting for issuance.

Miscellaneous distributions to shareholder

Costs incurred by the Group in compliance with
resolutions of the Government or resolutions of
the parent company or their instructions shall be
recognized as distributions through equity. Such
costs shall be included in the expenses related to the
Group’s hon-core operations (construction of social
facilities and acquisition of investments).

Events dfter the reporting date

Events occurring after the end of the reporting year,
providing evidence of the conditions that existed at
the date of preparation of the statement of financial
position (adjusting events), shall be reflected in the
consolidated financial reporting. Events occurring
after the end of the reporting year, which are not
adjusting events, shall be disclosed in the notes to the
reporting, if they are material.

Chairman of Menagement

S. Mynbaev
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2D

3D

AGP

AR
CRNMPC
BBSh

BTL
CASPAR
CAWs
CCED
CDPM
CPC

CS

DE
DED
EBITDA

EIA
EPC
FFS
FGP
FS
GEWs
GFS
GIS
HC
HDPE
HVL
HVS
IPL
JBIC

JCE

JSC NC “KazMunayGas”,
National Company “KazMunayGas”™,

KazMunayGas, KMG, Company
JUR

A%

KGP

KING
KMG
KMG RM
KMTF
KPIs

JSC NC «KazMunayGas»

GLOSSARY

seismic acquisition in two planes

seismic acquisition in three planes

Asia Gas Pipeline (trunk gas pipeline for transportation of the Central Asian gas to China)
Atyrau Refinery

Committee on Reputation of Natural Monopolies Protection of Competition

Kazakhstan section of the Asia Gas Pipeline, running through Beineu - Bozoi — Shymkent
bcmpa — billion cubic metres per annum

Batumi Terminal Limited

JSC «Caspiyskoye parakhodstvo», Azerbaijani national shipping company
construction-and-assembly works

Central Commission for Exploration and Development of the RoK’s Ministry of Oil and Gas)
a seismic acquisition method using common depth point

Caspian Pipeline Consortium (trunk oil pipeline from transporting oil from the Tengiz field to the
port of Novorossiysk on the Black Sea)

compressor station
dependent entity
design-and-estimate documentation

analytical indicator presenting the amount of profit before tax, amortization costs and credit
interest

environmental impact assessment

contract (engineering, procurement, construction) — type of a turnkey construction contract
fuel filling station

Tengiz field future growth project

feasibility study

geologic exploration works

gas filling station

geographic information system

hydrocarbons

high-density polyethylene

high voltage line

high voltage substation

integrated process line at the Tengiz field

Japan Bank for International Cooperation
jointly-controlled entity

Joint-Stock Company “National Company “KazMunayGas”

jack-up self-elevating drilling rig
joint venture

Karachaganak field growth project

Kazakh Institute of Oil and Gas JSC

Joint-Stock Company “National Company “KazMunayGas”
JSC “KazMunayGas - Refining & Marketing”

National Maritime Shipping Company «Kazmortransflot» LLP
key performance indicators
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KPO
KSCS
KTG
KTO
Ktpa
LDPE
MA-VSP
ME
Mm?®
Mtpa
NC
NCERB
NCP
NGVRS
ORF
OGPP
PCC
PCD
PKOP
PPCP
PreEIA
PS

PSA
PTC

R&D

ROACE
(Return on Average
Capital Employed)

RoK

RoK ME
RoK MINT
RWC

SDE

SEC
SGP
SRC
SS
TCO
P
TRG
WPCP

Karachaganak Petroleum Operating b.v., the operator of the Karachaganak gas and condensates field
Kazakhstan sector of the Caspian Sea

JSC “KazTransGas”

JSC "KazTransOil"

thousand tons per annum

low-density polyethylene

multi-azimuth vertical seismic profiling, a seismic acquisition method
miscellaneous entity

omillion cubic metres

million tons per annum

North Caspian

North-Caspian Environmental Oil Spills Response Base
North-Caspian Project

NGV refill station

Oil Recovery Factor

Orenburg Gas-Processing Plant

petrochemical complex

pilot commercial development

PetroKazakhstan Oil Products JSC, the owner of the Shymkent Refinery
Pavlodar Refinery

preliminary hearing on environmental impact assessment

pump station

production sharing agreement

production-and-technology complex (artificial islands in the Kashagan field development area with
the oil blend separation and gas injection units)

research-and-development works

is a financial indicator used for evaluating the results of the company’s operations and showing
return on capital employed Return on average capital employed is the ratio of the net profit less
preference dividends to the average ordinary shareholder’s equity

Republic of Kazakhstan

Ministry of Energy of the Republic of Kazakhstan

Ministry of Industry and Trade of the Republic of Kazakhstan

raw hydrocarbons

subsidiary dependent entity

science and engineering council

second generation plant at the Tengiz field

State Commission of Mineral Reserves

soil surveying

Tengizchevroil LLP, the opetor for development of the Tengiz field
test production

The Rompetrol Group, an integrated Romanian oil and gas company

well-head pressure control project at the Tengiz field
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