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Independent auditors’ report

To the shareholders and management of KazMunaiGas Exploration Production Joint Stock Company

We have audited the accompanying consolidated financial statements of KazMunaiGas Exploration
Production Joint Stock Company and its subsidiaries (the “Company"), which comprise the consolidated
statement of financial position as at 31 December 2013, and the consolidated statement of
comprehensive income, consolidated statement of changes in equity and consolidated statement of cash
flows for the year then ended, and a summary of significant accounting policies and other explanatory
information.

Management’s responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal control
as management determines is necessary to enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
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 procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity's preparation and fair presentation of the consolidated financial statements in order
to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the 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.




Opinion

In our opinion, the consclidated financial statements present fairly, in all material respects, the financial
position of KazMunaiGas Exploration Production Joint Stock Company and its subsidiaries as at

31 December 2013, and their financial performance and their cash flows for the year then ended in
accordance with International Financial Reporting Standards.

Bt &M .L.L?

Paul Cohn
Audit Partner

Evgeny Zhemaletdinov *
Auditor / General Director
Ernst & Young LLP

State Audit License for audit activities on the Auditor QualificationCertificate No. 0000553
territory of the Republic of Kazakhstan: dated 24 December 2003

series M@IO-2 No. 0000003 issued by the

Ministry of Finance of the Republic of Kazakhstan

on 15 July 2005

18 February 2014



KAZMUNAIGAS EXPLORATION PRODUCTION JOINT STOCK COMP  ANY

Consolidated Statement of Financial Position

Tenge million

As at December 31,

Notes 2013 2012
ASSETS
Non-current assets
Property, plant and equipment 5 350,675 325,520
Intangible assets 6 12,064 19,584
Investments in joint ventures 8 88,967 89,252
Investments in associate 9 107,095 118,959
Receivable from a jointly controlled entity 8 13,222 14,326
Loans receivable from joint ventures 8 18,402 13,150
Other financial assets 7 21,711 1,085
Deferred tax asset 20 34,356 31,968
Other assets 19,542 17,200
Total non-current assets 666,034 631,044
Current assets
Inventories 10 27,422 25,058
Income taxes prepaid 43,684 17,806
Taxes prepaid and VAT recoverable 72,169 56,257
Mineral extraction and Rent tax prepaid 1,967 8,073
Prepaid expenses 22,067 15,539
Trade and other receivables 7 153,219 101,168
Receivable from a jointly controlled entity 8 3,969 3,895
Loans receivable from joint ventures 8 3,933 -
Other financial assets 7 482,006 550,556
Cash and cash equivalents 7 119,036 154,705
Total current assets 929,472 933,057
Total assets 1,595,506 1,564,101
EQUITY
Share capital 11 162,969 162,952
Other capital reserves 2,482 2,474
Retained earnings 1,185,815 1,154,335
Other components of equity 22,509 18,009
Total equity 1,373,775 1,337,770
LIABILITIES
Non-current liabilities
Borrowings 4,291 4,848
Deferred tax liability 20 881 -
Provisions 13 34,203 36,927
Total non-current liabilities 39,375 41,775
Current liabilities
Borrowings 2,503 2,462
Provisions 13 20,067 17,319
Income taxes payable 29,341 32,103
Mineral extraction tax and rent tax payable 61,956 50,417
Trade and other payables 68,489 82,255
Total current liabilities 182,356 184,556
Total liabilities 221,731 226,331
Total liabilities and equity 1,595,506 1,564,101

The notes on pages 5 to 37 are an integral painese consolidated financial statements.



KAZMUNAIGAS EXPLORATION PRODUCTION JOINT STOCK COMP ANY
Consolidated Statement of Comprehensive Income
Tenge million
For the year ended
December 31,
Notes 2013 2012

Revenue 14 816,712 797,170
Share of results of associate and joint ventures 8,9 50,866 67,442
Finance income 19 20,577 34,528
Total revenue and other income 888,155 899,140
Production expenses 15 (162,035) (140,362)
Selling, general and administrative expenses 16 (92,360) (93,088)
Exploration expenses (13,125) (6,104)
Depreciation, depletion and amortization 5,6 (47,144) (53,747)
Taxes other than on income 17 (311,688) (274,171)
Impairment of property, plant and equipment 18 (60,099) (77,012)
Loss on disposal of property, plant and equipment (4,475) (3,189)
Finance costs 19 (8,085) (7,231)
Foreign exchange gain, net 11,216 9,513
Profit before tax 200,360 253,749
Income tax expense 20 (58,531) (92,926)
Profit for the year 141,829 160,823
Exchange difference on translating foreign openregio 4,500 3,655
Other comprehensive income for the period to be rédassified to profit and loss in

subsequent periods 4,500 3,655
Total comprehensive income for the year, net of tax 146,329 164,478
EARNINGS PER SHARE - Tenge thousands
Basic and diluted 12 2.08 2.32

The notes on pages 5 to 37 are an integral panesé consolidated financial statements.



KAZMUNAIGAS EXPLORATION PRODUCTION JOINT STOCK COMP  ANY

Consolidated Statement of Cash Flows

Tenge million

For the year ended
December 31,

Notes 2013 2012
Cash flows from operating activities
Profit before tax 200,360 253,749
Adjustments to add / (deduct) non-cash items
Depreciation, depletion and amortization 5,6 47,144 53,747
Share of results of associate and joint ventures 9 8, (50,866) (67,442)
Loss on disposal of property, plant and equipmeRE) 4,475 3,189
Impairment of PPE 18 60,099 77,012
Dry well expense on exploration and evaluationtasse 6 10,971 4,321
Recognition of share-based payments 145 354
Forfeiture of share-based payments (137) (4)
Unrealised foreign exchange gain on non-operatitigities (5,533) (6,835)
Other non-cash income and expense 7,898 420
Add finance costs 19 8,085 7,231
Deduct finance income 19 (20,577) (34,528)
Working capital adjustments
Change in other assets 376 101
Change in inventories (549) (2,267)
Change in taxes prepaid and VAT recoverable (16,436) (33,519)
Change in prepaid expenses (6,525) (3,577)
Change in trade and other receivables (51,906) (16,599)
Change in trade and other payables (20,371) 13,925
Change in mineral extraction and rent tax payabtepapaid 11,128 (8,564)
Change in provisions (1,805) 10,663
Income tax paid (77,544) (96,498)
Net cash generated from operating activities 98,432 154,879
Cash flows from investing activities
Purchases of PPE (140,402) (99,240)
Proceeds from sale of PPE 582 1,054
Purchases of intangible assets (8,628) (8,874)
Loans provided to the joint ventures 8 (11,252) (5,081)
Dividends received from joint ventures and assecia¢t of withholding tax 8,9 64,138 114,207
Interest received from investment in Debt Instruteei NC KMG 7 4,734 11,280
Proceeds from repayment of investment in Debtlinsénts of NC KMG 7 135,243 -
Purchase of financial assets held to maturity (78,520) (85,257)
Proceeds from sale of other financial assets - 5,546
Repayments of loans receivable from related parties 4,088 7,657
Proceeds from disposal of subsidiary - 3,601
Interest received 7,130 2,976
Net cash used in investing activities (22,887) (52,131)
Cash flows from financing activities
Share buy back 11 - (36,203)
Repayment of borrowings (2,079) (81,406)
Dividends paid to Company’s shareholders 3,11 (209,979) (33,971)
Interest paid - (2,975)
Net cash used in financing activities (111,058) (154,555)
Net change in cash and cash equivalents (35,513) (51,807)
Cash and cash equivalents at the beginning of thie ye 7 154,705 206,512
Net foreign exchange difference on cash and casivagnts (156) -
Cash and cash equivalents at the end of the year 7 119,036 154,705

The notes on pages 5 to 37 are an integral panese consolidated financial statements.
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KAZMUNAIGAS EXPLORATION PRODUCTION JOINT STOCK COMP  ANY

Consolidated Statement of Changes in Equity

Tenge million

Foreign currency Total

Share capital Treasury stock  Other capital reserves Retained earnings  translation reserve Equity
As at December 31, 2011 263,095 (64,643) 2,124 1,083,749 14,354 1,298,679
Profit for the year - - - 160,823 - 160,823
Other comprehensive income - - - - 3,655 3,655
Total comprehensive income - - - 160,823 3,655 164,478
Recognition of share-based payments (Note 11) - 54 3 - - 354
Forfeiture of share-based payments (Note 11) - ) 4 - - 4)
Exercise of employee options (Note 11) 703 - - - 703
Share buy back (Note 11) - (36,203) - - - (36,203)
Dividends (Note 11) - - - (90,237) - (90,237)
As at December 31, 2012 263,095 (100,143) 2,474 1,154,335 18,009 1,337,770
Profit for the year - - - 141,829 - 141,829
Other comprehensive income - - - - 4,500 4,500
Total comprehensive income - - - 141,829 4,500 146,329
Recognition of share-based payments (Note 11) - - 45 1 - - 145
Forfeiture of share-based payments (Note 11) - 37)1 - - (137)
Exercise of employee options (Note 11) - 17 - - - 17
Dividends (Note 11) - - - (110,349) - (110,349)
As at December 31, 2013 263,095 (100,126) 2,482 1,185,815 22,509 1,373,775

The notes on pages 5 to 37 are an integral péinese consolidated financial statements.



KAZMUNAIGAS EXPLORATION PRODUCTION JOINT STOCK COMP  ANY

Notes to the Consolidated Financial Statements
Tenge million unless otherwise stated

1. CORPORATE INFORMATION AND PRINCIPAL ACTIVITIES

KazMunaiGas Exploration Production Joint Stock Camp (the “Company”) is incorporated in the Repuliic
Kazakhstan and is engaged in the acquisition, exfim, development, production, processing andogxpf
hydrocarbons with its core operations of oil and geoperties located in the Pre-Caspian and Mangisasins of
western Kazakhstan. The Company’s direct majorttgrsholder is Joint Stock Company National Company
KazMunaiGas (“NC KMG” or the “Parent Company”), whirepresents the state’s interests in the Kazdkimd gas
industry and which holds 63.22% of the Companystanding shares as at December 31, 2013 (20122%3. The
Parent Company is 100% owned by Joint Stock Comgsayruk-Kazyna Sovereign Welfare Fund (“Samruk-
Kazyna SWF"), which is in turn 100% owned by theeggmment of the Republic of Kazakhstan (the “Gowegnt”).

The Company conducts its principal operations tghothe wholly owned subsidiaries JSC “Ozenmunaigas’ JSC
“Embamunaigas”. In addition the Company has oil gad interests in the form of other wholly ownetsidiaries,
jointly controlled entities, associate and certather controlling and non-controlling interestsrian-core entities.
These consolidated financial statements reflectfithencial position and results of operations df afl the above
interests.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in thegaration of these consolidated financial statemant set out
below. These policies have been consistently appieall the years presented, unless otherwisedstat

2.1 Basis of preparation

These consolidated financial statements have begmaped in accordance with International FinanBlaporting
Standards (“IFRS”). The consolidated financial esta¢nts have been prepared under the historicalcoostention
except for financial instruments. These consolididieancial statements are presented in Tenge Hndlaes are
rounded to the nearest million unless otherwisedta

The preparation of financial statements in conftynwith IFRS requires the use of certain criticalcaunting
estimates. It also requires management to exeitsigadgment in the process of applying the Comfmagcounting
policies. The areas involving a higher degree dfjjuent or complexity, or areas where assumptiodsestimates
are significant to the consolidated financial staats are disclosed in Note 4.

Adopted accounting standards and interpretations

The Company has adopted the following new and aswhERS during the year, which did not have anyenfat
effect on the financial performance or positioriref Company:

e IAS 28 Investments in associates and jointwes (2011);

e IFRS 10 Consolidated financial statements;

e IFRS 11 Joint arrangements.;

e IFRS 12 Disclosure of interest in other entities

e IAS 27 Separate financial statements (2011). Ctsmpany does not present separate financial
statements;

e IFRS 13 Fair value measurement;

e IAS 19 Employee benefits (Revised);

e IAS1 Clarification of the requirement for conngtive information — amendment;

e IAS 32 Tax effects of distribution of equity tnsments - amendment;

o IAS 34 Interim financial reporting and segmentormation for total assets and liabilities -
amendment;

e IFRS7 Financial instruments: Disclosures — Qffisg Financial Assets and Financial

Liabilities — amendment;



KAZMUNAIGAS EXPLORATION PRODUCTION JOINT STOCK COMP  ANY

Notes to the Consolidated Financial Statements (cbnued)

Tenge million unless otherwise stated

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
2.1 Basis of preparation (continued)
Standards issued but not yet effective

The standards and interpretations that are issueddt yet effective up to the date of issuancehef Company's
financial statements listed below, are those that Company reasonably expects will have an impacthe
disclosures, financial position or performance wiagplied at future date. The Company intends toptadoese
standards and interpretations, if applicable wiey become effective.

e IFRS9 Financial instruments: classification ameasurement;

e IAS 32 Presentation - Offsetting Financial Assets and méie Liabilities;

e IAS 36 Recoverable Amount Disclosures for Non-Financisdets;

e IFRIC 21 Levies;

e IFRS 10, IFRS 12, IAS 27 Investment Entities;

e IAS 39 Financial instruments: Novation of Detivas and Continuation of Hedge Accounting;
e Improvements to IFRSs 2011-2013 cycle

2.2 Consolidation

Subsidiaries

Subsidiaries are entities controlled by the Compdie Company controls an entity when it is exposgdr has
rights to, variable returns from its involvementiwthe entity and has the ability to affect thostuims through its
power over the entity. The financial statementsufsidiaries are included in the consolidated firestatements
from the date that control commences until the datgrol ceases.

Inter-company transactions, balances and unrealgggds on transactions between companies are ealiedn
Unrealised losses are also eliminated but considareimpairment indicator of the asset transferssctounting
policies of subsidiaries are consistent with thofsne Company.

Investment in associates and interests in joindkagements

The Company’s investment in its associates andt jeémtures are accounted for using the equity noethm
associate is an entity in which the Company hasifsignt influence. Significant influence is thevper to participate
in the financial and operating policy decisionghaf investee, but is not control or joint contreépthose policies.

The Company is a party of joint arrangement wheaxércises joint control over arrangement by actiolectively
with other parties and decisions about the relegativities require unanimous consent of the paugigaring control.
The joint arrangement is either a joint operatioragoint venture depending on the rights and altiams of the
parties to the arrangement.

In relation to interest in joint operations the Gany recognises: (i) its assets, including its shdrany assets held
jointly, (ii) liabilities, including its share ofryy liabilities incurred jointly, (iii) revenue frorthe sale of its share of the
output arising from the joint operation, (iv) itsase of the revenue from the sale of the outpuhbyjoint operations,
and (v) its expenses, including its share of ameeases incurred jointly.

Under the equity method, the investment in the @at® and joint ventures are carried in the statéroé financial
position at cost plus post acquisition changefénG@ompany’s share of net assets of the assoaiate®int ventures.

A joint venture is a type of joint arrangement wdtgy the parties that have joint control of the mgement have
rights to the net assets of the joint venture.



KAZMUNAIGAS EXPLORATION PRODUCTION JOINT STOCK COMP  ANY

Notes to the Consolidated Financial Statements (cbnued)

Tenge million unless otherwise stated

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

2.2 Consolidation (continued)
Investment in associates and interests in joindagements (continued)

The Company’s investment in associates includeshase price premium identified on acquisition, whis
primarily attributable to the value of the licendesed on their proved reserves. The licensesnaoetiaed over the
proved developed reserves of the associate antdvi@itures using the unit-of-production method.

The consolidated statement of comprehensive inaafitects the share of the results of operationsamh associate
and joint venture. Where there has been a changgmesed directly in the equity of an associat@mt venture, the

Company recognises its share of any changes actbsks this, when applicable, in the statementhainges in

equity. Unrealised gains and losses resulting fr@msactions between the Company and its assoeistediminated

to the extent of the interest in the associate.

The share of profit of associates and joint verstuaee shown on the face of the consolidated stateroe
comprehensive income. This is the profit attribiéato equity holders of the associates and jointtwes and
therefore is profit after tax and non-controllimgerests in the subsidiaries of the associates.

The financial statements of the associates areapedfor the same reporting period as the parempaoy. Where
necessary, adjustments are made to bring the atguoolicies in line with those of the Company.

After application of the equity method, the Compaletermines whether it is necessary to recognisadalitional

impairment loss on the Company’s investment inagsociates or joint ventures. The Company detesrateach
reporting date whether there is any objective ewidethat the investment in the associate or j@ntwe is impaired.
If this is the case the Company calculates the anolimpairment as the difference between theveble amount
of the associate or joint venture and its carryiafyle and recognises the amount in the statemectroprehensive
income.

Upon loss of significant influence over the asstegithe Company measures and recognises any refaimiestment
at its fair value. Any difference between the cengyamount of the associate upon loss of signifigaftuence and
the fair value of the retaining investment and peats from disposal is recognised in profit or loss.

Upon loss of joint control and provided the form@ntly controlled entity does not become a sulasiglior associate,
the Company measures and recognises its remaimiegtiment at its fair value. Any difference betwéss carrying

amount of the former jointly controlled entity uplwss of joint control and the fair value of thenaining investment
and proceeds from disposal is recognised in pmofitoss. When the remaining investment constitsigsificant

influence, it is accounted for as investment iraasociate.

2.3 Foreign currency translation

The consolidated financial statements are preseimelazakhstan Tenge (“Tenge”), which is the Compan
functional and presentation currency. Each subsidéssociate and joint venture of the Companyrdetes its own

functional currency and items included in the ficiah statements of each entity are measured ubigigftinctional

currency. Transactions in foreign currencies aitially recorded at the functional currency ratéing at the date of
the transaction. Monetary assets and liabilitiesod@nated in foreign currencies are retranslatethatfunctional

currency rate of exchange ruling at the reportiatedAll differences are taken to profit or los@rNmonetary items
measured at fair value in a foreign currency aaadfated using the exchange rates at the date thbefair value is

determined.

The assets and liabilities of foreign operatiorestaainslated into Tenge at the rate of exchangegralt the reporting
date and their statements of comprehensive incom@anslated at the exchange rates at the datansfaction. The
exchange differences arising on the translationeregnised in other comprehensive income or [@ssdisposal of a
foreign entity, the accumulated foreign curren@nglation reserve relating to that particular fgnebperation is
recognised in profit or loss.



KAZMUNAIGAS EXPLORATION PRODUCTION JOINT STOCK COMP  ANY

Notes to the Consolidated Financial Statements (cbnued)

Tenge million unless otherwise stated

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

2.4 Oil and natural gas exploration and development exgnditure
Exploration license costs

Exploration license costs are capitalized withitangible assets and amortized on a straight-liresbaver the
estimated period of exploration. Each propertyeigiawed on an annual basis to confirm that drillaadivity is

planned. If no future activity is planned, the rémteg balance of the license cost is written ofpdd determination
of economically recoverable reserves (“proved res&r or “commercial reserves”), amortization ceaaed the
remaining costs are aggregated with exploratioreedjture and held on a field-by-field basis as prbyroperties
awaiting approval within other intangible assetshef development is approved internally, and akriges and
approvals are obtained from the appropriate reguldiodies, then the relevant expenditure is texmstl to property,
plant and equipment (oil and natural gas propgrties

Exploration expenditure

Geological and geophysical exploration costs asrggd against income as incurred. Costs direcpaated with
an exploration well are capitalized within intarigitassets (exploration and evaluation assets) tiatitirilling of the
well is complete and the results have been evaludtieese costs include employee remuneration, raktefuel and
energy used, rig costs and payments made to ctmtsatf hydrocarbons are not found, the exploragapenditure is
written off as a dry hole. If hydrocarbons are fdwand, subject to further appraisal activity, whiohy include the
drilling of further wells (exploration or exploratetype stratigraphic test wells), are likely to lsapable of
commercial development then, the costs contindeetoarried as an asset.

All such carried costs are subject to technicatim@rcial and management review at least once atyeamfirm the
continued intent to develop or otherwise extradu@drom the discovery. When this is no longer thse, the costs
are written off.

When proved reserves of oil and natural gas amriehted and development is sanctioned, the relexsgrenditure is
transferred to property, plant and equipment (od aatural gas properties).

Development expenditure

Expenditure on the construction, installation omptetion of infrastructure facilities such as ptaths, pipelines and
the drilling of development wells, except for exgiauare related to development or delineation wellich do not
find commercial quantities of hydrocarbons andaridten off as dry hole expenditures in the perimdcapitalized
within property, plant and equipment.

25 Property, plant and equipment
Property, plant and equipment are stated at cestdecumulated depreciation, depletion and impaitme

The initial cost of an asset comprises its purclpagee or construction cost, any costs directlyitatable to bringing
the asset into operation and the initial estimatedecommissioning obligation, if any. The purchgwséce or
construction cost is the aggregate amount paidfanéhir value of any other consideration givemadquire the asset.

Oil and gas properties are depreciated using aofimtoduction method over proved developed reser@ertain oil
and gas property assets with useful lives less tharremaining life of the fields are depreciatedaostraight-line
basis over useful lives of 4-10 years.

Other property, plant and equipment principally poise buildings and machinery and equipment whioh a
depreciated on a straight-line basis over averagéullives of 24 and 7 years respectively.

The expected useful lives of property, plant angiggmgent are reviewed on an annual basis and, gssary, changes
in useful lives are accounted for prospectively.

The carrying value of property, plant and equipmisnteviewed for impairment whenever events or geanin
circumstances indicate the carrying value may eatzoverable.

An item of property, plant and equipment, inclusofgoroduction wells which stop producing commergiaantities
of hydrocarbons and are scheduled for abandonmemterecognized upon disposal or when no futuren@mic
benefits are expected to arise from the continus aof the asset. Any gain or loss arising on desition of the
asset (calculated as the difference between thdisbsal proceeds and the carrying amount oftém)iis included
in the statement of comprehensive income in thngehe item is derecognized.

-8-



KAZMUNAIGAS EXPLORATION PRODUCTION JOINT STOCK COMP  ANY

Notes to the Consolidated Financial Statements (cbnued)
Tenge million unless otherwise stated

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
2.6 Impairment of non-financial assets

The Company assesses assets or groups of assdtap@irment whenever events or changes in circumst
indicate that the carrying value of an asset mayhsorecoverable. Individual assets are groupednigairment
assessment purposes at the lowest level at whesh @ire identifiable cash flows that are largetjeendent of the
cash flows of other groups of assets. If any saclication of impairment exists or when annual impaint testing
for an asset group is required, the Company make®siimate of its recoverable amount. An asset fjsou
recoverable amount is the higher of its fair vdkes costs to sell and its value in use. Wheredng/ing amount of
an asset group exceeds its recoverable amoungset group is considered impaired and is writtewndto its
recoverable amount. In assessing value in useedfimated future cash flows are adjusted for thlesrgpecific to the
asset group and are discounted to their presemievasing a pre-tax discount rate that reflects erurmarket
assessments of the time value of money.

An assessment is made at each reporting date ahether there is any indication that previouslyogrtized

impairment losses may no longer exist or may haa@ahsed. If such indication exists, the recoveralphount is
estimated. A previously recognized impairment igseversed only if there has been a change irskiemates used
to determine the asset’s recoverable amount simedaist impairment loss was recognized. If thahes case, the
carrying amount of the asset is increased to @sverable amount. That increased amount cannoedxbe carrying
amount that would have been determined, net ofadégtion, had no impairment loss been recognizethfoasset in
prior years. Such reversal is recognized in pafipss.

After such a reversal, the depreciation chargedjested in future periods to allocate the asse#igsed carrying
amount, less any residual value, on a systemasiis loaer its remaining useful life.

2.7 Intangible assets

Intangible assets are stated at cost less accuedudnortization and accumulated impairment losb#angible
assets include capitalized expenditure for expimnaand evaluation and other intangible assetschvare mainly
comprised of computer software. Intangible assejsiiaged separately from a business are carrieidligiat cost. The
initial cost is the aggregate amount paid and #ie Vfalue of any other consideration given to acguhe asset.
Computer software costs have an estimated uséubfi3 to 7 years and are amortized on a strdightbasis over
this period.

The carrying value of intangible assets is revie@dimpairment whenever events or changes in nistances
indicate the carrying value may not be recoverable.

2.8 Financial assets

Financial assets within the scope of IAS 39 arssifeed as financial assets at fair value througffipor loss, held to
maturity investments, available for sale finaneiaets, loans and trade and other receivablegpaspaiate. When
financial assets are recognised initially, they imeasured at fair value, plus, in the case of imvests not at fair
value through profit or loss, directly attributaltensaction costs.

The Company determines the classification of iterdicial assets on initial recognition and, whelewsd and
appropriate, re-evaluates this designation at &aahcial year end.

All regular way purchases and sales of financigetsare recognized on the trade date, which isldbe that the
Company commits to purchase or sell the asset. IRegiay purchases or sales are purchases or safesmocial

assets that require delivery of assets within theod generally established by regulation or cotieenin the

marketplace.

Held to maturity investments

Non derivative financial assets with fixed or detgrable payments and fixed maturities are clagbifis held to
maturity when the Company has the positive intengiad ability to hold to maturity. After initial rmsurement held
to maturity investments are measured at amortipstusing the effective interest method.

Trade and other receivables

Trade and other receivables are non-derivativentifz assets with fixed or determinable payments #ire not
quoted in an active market. After initial measuratteade and other receivables are carried at &madrtost using
the effective interest method less any allowancénfipairment.

-9-



KAZMUNAIGAS EXPLORATION PRODUCTION JOINT STOCK COMP  ANY

Notes to the Consolidated Financial Statements (cbnued)

Tenge million unless otherwise stated

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)

2.8 Financial assets (continued)

Available for sale financial investments

Available for sale financial assets are those nerivetive financial assets that are designatedvaiable for sale or
are not classified in any of the other categorf&fer initial measurement, available for sale fioeh assets are
measured at fair value with unrealized gains osdesrecognized in other comprehensive income ar Uosl the
investment is derecognized or determined to be imagat which time the cumulative reserve is redoephin profit
or loss.

Fair value

The fair value of investments that are activelydé@ in organized financial markets is determineddfgrence to

guoted market bid prices at the close of businesshe reporting date. For investments where thgreoi active

market, fair value is determined using valuatiarthtéques. Such techniques include using recensdemgth market
transactions, reference to the current market vafuenother instrument, which is substantially ffaene, discounted
cash flow analysis or other valuation models.

Impairment of financial assets
The Company assesses at each reporting date wiagfihancial asset or group of financial assetmaired.
Assets carried at amortised cost

If there is objective evidence that an impairmesslon assets carried at amortised cost has bagmned, the amount
of the loss is measured as the difference betwseagset’'s carrying amount and the present valestohated future
cash flows (excluding future expected credit lod$ed have not been incurred) discounted at thenfiral asset’s
original effective interest rate (i.e. the effeetiwmterest rate computed at initial recognitiofleTcarrying amount of
the asset is reduced through use of an allowarmmiat The amount of the loss shall be recognisextafit or loss.

If in a subsequent period the amount of the impairnioss decreases and the decrease can be i@igetvely to an
event occurring after the impairment was recognisee previously recognised impairment loss is res@, to the
extent that the carrying value of the asset dog¢serceed its amortised cost at the reversal datg. AAbsequent
reversal of an impairment loss is recognized irfipoo loss.

In relation to trade receivables, a provision fmpairment is made when there is objective evidgsoeh as the
probability of insolvency or significant financidifficulties of the debtor) that the Company wititrbe able to collect
all of the amounts due under the original termghef invoice. The carrying amount of the receivableeduced
through use of an allowance account. Impaired detetslerecognised when they are assessed as gtibtile

Available for sale financial investments

If an available for sale asset is impaired, an atheaomprising the difference between its cost @fedny principal
payment and amortization) and its current fair galess any impairment loss previously recogniserofit or loss,
is transferred from equity to profit or loss. Resads in respect of equity instruments classifiedaslable for sale are
not recognised in profit or loss. Reversals of impant losses on debt instruments are reversedghrprofit or loss,
if the increase in fair value of the instrument t@nobjectively related to an event occurring afterimpairment loss
was recognised in profit or loss.

Derecognition of financial assets

A financial asset (or, where applicable a part dinancial asset or part of a group of similar fioel assets) is
derecognised when:

. the rights to receive cash flows from the assetlepired;

. the Company retains the right to receive cash flinem the asset, but has assumed an obligatiorayo p
them in full without material delay to a third pattnder a ‘pass through’ arrangement; or

» the Company has transferred its rights to receaghdlows from the asset and either (a) has trenesfe
substantially all the risks and rewards of the tagse(b) has neither transferred nor retained tsuitislly all
the risks and rewards of the asset, but has tnaadfeontrol of the asset.
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KAZMUNAIGAS EXPLORATION PRODUCTION JOINT STOCK COMP  ANY

Notes to the Consolidated Financial Statements (cbnued)

Tenge million unless otherwise stated

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
2.9 Inventories

Inventories are stated at the lower of cost deteethion a first-in first-out (“FIFO”) basis and neilizable value.
Cost includes all costs incurred in the normal seunf business in bringing each item to its presacdtion and
condition. The cost of crude oil is the cost of qurction, including the appropriate proportion ofpdetiation,
depletion and amortization (“DD&A") and overheadssbd on normal capacity. Net realizable value ofleroil is
based on estimated selling price in the ordinaryrs® of business less any costs expected to beédcto complete
the sale. Materials and supplies inventories anmgiech at amounts that do not exceed the expecteduats
recoverable in the normal course of business.

2.10 Value added tax (VAT)

The tax authorities permit the settlement of VAT satles and purchases on a net basis. VAT recoeeraptesents
VAT on domestic purchases net of VAT on domestiessaExport sales are zero rated.

2.11  Cash and cash equivalents

Cash and cash equivalents include cash on handsidemvith banks, other short-term highly liquidké@stments with
original maturities of three months or less.

2.12  Share capital
Share Capital

Ordinary shares and non-redeemable preferencesshatie discretionary dividends are both classifasd equity.
External costs directly attributable to the isstiaew shares are shown as a deduction from theepdscin equity.

Treasury Shares

Where the Company or its subsidiaries purchasesCitrapany’s shares, the consideration paid, inclydiny

attributable transaction costs, net of income taiesleducted from equity as treasury shares gaoth time as the
shares are cancelled or reissued. No gain or Bssdognized in the statement of comprehensivemecon the
purchase, sale, issue or cancellation of the Cogipawn equity instruments. Where such shares albbsesjuently
sold or reissued, any consideration received isidt®d in equity. Treasury shares are stated athtesiigaverage cost.

Dividends

Dividends are recognised as a liability and dediiftem equity at the reporting date only if they aleclared before
or on the reporting date. Dividends are disclosé@mthey are proposed before the reporting datgraposed or
declared after the reporting date but before thantial statements are authorised for issue.

Share-based payment transactions

Employees (including senior executives) of the Camypreceive remuneration in the form of share-basganent
transactions, whereby employees render servicescassideration for equity instruments (“equity-ssdtl
transactions”).

In situations where equity instruments are issugtissome services received by the entity as coraidarcannot be
specifically identified, the unidentified goods services received (or to be received) are measasdte difference
between the fair value of the share-based paymamsdction and the fair value of any identifiabb®ds or services
received at the grant date. This is then capitdlaeexpensed as appropriate.

The cost of equity-settled transactions with empésyfor awards granted on or after July 1, 200meaasured by
reference to the fair value at the date on whidythre granted. The fair value is determined bygisi Black-
Scholes-Merton option pricing model.

The cost of equity-settled transactions is recaghisogether with a corresponding increase in ggaiter the period

in which the service conditions are fulfilled. Themulative expense recognised for equity-settledsactions at each
reporting date until the vesting date reflectsdkient to which the vesting period has expiredthedCompany’s best
estimate of the number of equity instruments thiitultimately vest.

The expense or credit for a period, in the statéraBoomprehensive income, represents the movementmulative
expense recognized as at the beginning and endabfperiod. No expense is recognised for awards dbanot
ultimately vest.
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KAZMUNAIGAS EXPLORATION PRODUCTION JOINT STOCK COMP  ANY

Notes to the Consolidated Financial Statements (cbnued)
Tenge million unless otherwise stated

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
2.12 Share capital (continued)
Share-based payment transactions (continued)

Where an equity-settled award is cancelled, itaated as if it vested on the date of cancellato, any expense not
yet recognised for the award is recognised immel}iaT his includes any award where non-vesting d¢@as within
the control of either the entity or the employee aot met. All cancellations of equity-settled saction awards are
treated equally. Where the share-based award ietiad on forfeiture any cost previously recognizedeversed
through equity.

The dilutive effect of outstanding options is refld as additional share dilution in the compurtatid diluted
earnings per share.

2.13  Trade payables

Trade payables are recognized initially at fairueahnd subsequently measured at amortized cog tigneffective
interest method.

2.14 Provisions

Provisions are recognized when the Company hassept obligation (legal or constructive) as a ttesfila past
event, it is probable that an outflow of resouresgodying economic benefits will be required tdlsghe obligation
and a reliable estimate can be made of the amduthieocobligation. Where the Company expects somalloof a
provision to be reimbursed, for example under aurance contract, the reimbursement is recognigesl separate
asset but only when the reimbursement is virtuedistain. The expense relating to any provisionrésented in the
statement of comprehensive income net of any reisgooent. If the effect of the time value of monsymaterial,
provisions are discounted using a current pre-di#e that reflects, where appropriate, the risksifipeo the liability.
Where discounting is used, the increase in theigimvdue to the passage of time is recognizedfiaxmace cost.

2.15 Borrowings

Borrowings are recognized initially at fair valueet of transaction costs incurred. Borrowings arbsequently
measured at amortized cost; any difference betweeproceeds (net of transaction costs) and tremption value is
recognized in the statement of comprehensive incovmee the period of the borrowings using the effecinterest
method. Borrowings are classified as current liabd unless the Company has an unconditional rtghtiefer
settlement of the liability for at least 12 montfter the reporting date. Borrowing costs thatdirectly attributable
to the acquisition, construction or production aflalifying asset are capitalised.

2.16 Deferred income tax

Deferred tax assets and liabilities are calculateakspect of temporary differences using the lasheet method.
Deferred income taxes are provided for all tempodifferences arising between the tax bases otassa liabilities
and their carrying values for financial reportingrposes, except where the deferred income taxsafise the initial
recognition of goodwill or of an asset or liability a transaction that is not a business combinatitd, at the time of
the transaction, affects neither the accountindjtpmor taxable profit or loss.

A deferred tax asset is recorded only to the exteattit is probable that taxable profit will beaglable against which
the deductible temporary differences can be utlli€@eferred tax assets and liabilities are measatddx rates that
are expected to apply to the period when the assetlised or the liability is settled, based ar tates that have
been enacted or substantively enacted at the negalate.

Deferred income tax is provided on temporary défees arising on investments in subsidiaries, &tsscand joint
ventures except where the timing of the reversaheftemporary difference can be controlled ans ftrobable that
the temporary difference will not reverse in theefeeable future.

2.17 Employee benefits

The Company withholds 10% from the salary of itgpkipees as the employees' contribution to theisjpenfund.
The pension deductions are limited to a maximum38,950 Tenge per month in 2013 (2012: 130,793 dgreg
month). Under the current Kazakhstan legislatianpleyees are responsible for their retirement henebtarting
from 1 January 2014 the Company is required tordmrte an additional 5% of the salary for a majoif its
employees to their pension funds.
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KAZMUNAIGAS EXPLORATION PRODUCTION JOINT STOCK COMP  ANY

Notes to the Consolidated Financial Statements (cbnued)

Tenge million unless otherwise stated

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont inued)
2.18 Revenue recognition

The Company sells crude oil under short-term agesdsnpriced by reference to Platt’s index quotatiand adjusted
for freight, insurance and quality differentialstl@ typically passes and revenues are recogniZeehverude oil is
physically placed onboard a vessel or off loadednfthe vessel, transferred into pipe or other defivnechanism
depending on the contractually agreed terms.

The Company’s crude oil sale contracts generalgcigp maximum quantities of crude oil to be deleg@rover a
certain period. Crude oil shipped but not yet deldd to the customer is recorded as inventory énstatement of
financial position.

2.19 Income taxes

Excess profit tax (EPT) is treated as an incomeata forms part of income tax expense. In accarelavth the
applicable tax legislation enacted as of Januar20D9, the Company accrues and pays EPT in regfesach
subsurface use contract, at varying rates baseleoratio of aggregate annual income to deductionthe year for a
particular subsurface use contract. The ratioggf@gate annual income to deductions in each taxtyiggering the
application of EPT is 1.25:1. EPT rates are appieethe part of the taxable income (taxable incafter corporate
income tax and allowable adjustments) related th eaubsurface use contract in excess of 25% oti¢iukictions
attributable to each contract.

3. SIGNIFICANT NON-CASH TRANSACTIONS

During the year ended December 31, 2013 the Compaciyuded from the consolidated statement of cashisfa
non-cash transaction related to the offset of wvaltiimg income tax payable against the interestivabée on
financial assets in the amount of 1,365 million getf2012: 856 million Tenge) and against divideretived from
the associate in the amount of 1,766 million Tef§Hd 2: 2,763 million Tenge).

On May 29, 2012 the Company declared dividends,800 Tenge per share outstanding as at June 12, (AQite

11). Pursuant to the NC KMG Debt Instrument agrednmen July 16, 2012 the Company performed a nah-cHdf-

set of the declared dividends payable to Parentpgaomagainst part of the Debt Instrument (Noteor tlie amount
of 56,013 million Tenge including principal of 58F million Tenge and interest of 228 million Tenge.

4, SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of consolidated financial statesi@ntonformity with IFRS requires management t&kenastimates
and assumptions that affect the reported amountssséts and liabilities and disclosure of contihgessets and
liabilities at the date of the consolidated finahatatements and the reported amounts of asiddsities, revenues
and expenses, and the disclosure of contingentsassd liabilities during the reporting period. elimost significant
estimates are discussed below:

Oil and gas reserves

Oil and gas reserves are a material factor in tbeniany’s computation of DD&A. The Company estimaitss
reserves of oil and gas in accordance with the odketlogy of the Society of Petroleum Engineers (SRE)

estimating its reserves under SPE methodologyCtmpany uses long-term planning prices. Using planprices

for estimating proved reserves removes the impdcthe volatility inherent in using year end spoticps.

Management believes that long-term planning prissumptions, which are also used by managementhtar t
business planning and investment decisions, are mamsistent with the long-term nature of the \gastr business
and provide the most appropriate basis for estimgatil and gas reserves.

All reserve estimates involve some degree of uagdit. The uncertainty depends chiefly on the anadmeliable
geological and engineering data available at tine tf the estimate and the interpretation of thisd

The relative degree of uncertainty can be convdyeplacing reserves into one of two principal diésastions, either
proved or unproved. Proved reserves are more ndtdie recovered than unproved reserves and mayther sub-
classified as developed and undeveloped to denaigrgssively increasing uncertainty in their recabdity.
Estimates are reviewed and revised annually. Revésioccur due to the evaluation or re-evaluatioralodady
available geological, reservoir or production datwailability of new data, or changes to underlyipgce
assumptions. Reserve estimates may also be redisedio improved recovery projects, changes in ool
capacity or changes in development strategy. Prdeseloped reserves are used to calculate theofipitoduction
rates for DD&A. The Company has included in proveskerves only those quantities that are expectéd fmoduced
during the initial license period. This is due lte uincertainties surrounding the outcome of susbwal procedures,
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KAZMUNAIGAS EXPLORATION PRODUCTION JOINT STOCK COMP  ANY

Notes to the Consolidated Financial Statements (cbnued)

Tenge million unless otherwise stated

4, SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS (continued)

Oil and gas reserves (continued)

since the renewal is ultimately at the discretibthe Government. An increase in the Company’siseeperiods and
corresponding increase in reported reserves wortemlly lead to lower DD&A expense and could miatisraffect
earnings. A reduction in proved developed resemidisincrease DD&A expense (assuming constant pectidn),
reduce income and could also result in an immediatie-down of the property’s book value. Giver ttelatively
small number of producing fields, it is possiblatthny changes in reserve estimates year on ye#t significantly
affect prospective charges for DD&A.

Recoverability of oil and gas assets

The Company assesses each asset or cash genenatif@GU) every reporting period to determine wiestany
indication of impairment exists. Where an indicatbimpairment exists, a formal estimate of theokerable amount
is made, which is considered to be the higher effir value less costs to sell and value in u$ms€& assessments
require the use of estimates and assumptions asdbng-term oil prices (considering current argtdrical prices,
price trends and related factors), discount raipseyating costs, future capital requirements, deuissioning costs,
exploration potential, reserves and operating pardmce (which includes production and sales volym&kese
estimates and assumptions are subject to risk aeertainty. Therefore, there is a possibility tlthinges in
circumstances will impact these projections, whitdly impact the recoverable amount of assets a@i&ids. Fair
value is determined as the amount that would baidd from the sale of the asset in an arm’s lehgthsaction
between knowledgeable and willing parties. Faiugalor oil and gas assets is generally determirsethe present
value of estimated future cash flows arising fréva ¢tontinued use of the assets, which includematds such as the
cost of future expansion plans and eventual didpasang assumptions that an independent markeicjpant may
take into account. Cash flows are discounted to ffresent value using a discount rate that reflecirrent market
assessments of the time value of money and the sgcific to the asset.

An impairment charge of 75 billion Tenge was maaddhie Consolidated Financial Statements for the peaed
December 31, 2012 as a result of a formal assesahéme recoverable amount of JSC “Ozenmunaigasied out

by management of the Company. This formal assegsm@&s made due to the presence of impairment
indicators. The main indicators were the levepafduction being materially lower than plannedha previous two
years and the increasing levels of operational Gapital expenditure. In April 2013 managementha Company
updated the formal assessment of the recoverabtai@nof JSC “Ozenmunaigas”, and an additional impant
charge of 56 hillion Tenge was made in the Conder@ensolidated Interim Financial Statements for tinee
months ended March 31, 2013. The additional inmpant charge related primarily to the increase ipoexcustoms
duty from 40 US Dollar per ton to 60 US Dollar pen that occurred on April 12, 2013.

For the year ended December 31, 2013 managemdémt @fompany has again carried out a formal assegsshehe
recoverable amount of JSC “Ozenmunaigas”. Theltresuhis assessment indicated that the carryialgier of JISC
“Ozenmunaigas” assets was not materially differénatm the estimated recoverable amount, and thexefor
management has neither reversed any of the impairof&rge previously made nor made any further impnt
charge for the year ended December 31, 2013. @hadts of the assessment were most sensitive tonasi®ns
related to production, pricing and the KZT/USD exabe rate.

The assumed production profile was based on thep@oyis latest Business Plan that envisages growi#®in
production within five years. If the productionofite had been assumed to be 5% higher or lowar tha assumed
production profile used in the assessment, thisldvbave had the effect of increasing the estimatabverable
amount by more than 65 billion Tenge or reducirgy ¢btimated recoverable amount by more than 6®rillenge,
respectively. If production had been assumed @ hamained fixed at the 2013 level, this wouldenbad the effect
of reducing the estimated recoverable amount byertttan 65 billion Tenge.

Brent crude oil price assumptions were based orkehaxpectations together with the expectationmdépendent
industry analysis and research organizations, sju®er the average realized historical discountjoated price. If
Brent crude oail prices had been assumed to be §%ehior lower than the price assumptions useddraisessment,
this would have had the effect of increasing théneged recoverable amount by more than 40 billlamge or
reducing the estimated recoverable amount by ni@e 45 billion Tenge, respectively. If the Brentde oil price
had been assumed to have remained at $108.3 pesl,bahich was the price at the date of the impainn
assessment, this would have had the effect of asang the estimated recoverable amount by more 4Balillion
Tenge.
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4. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS (continued)
Recoverability of oil and gas assets (continued)

An assumed KZT/USD exchange rate of 185 was usedrtgert US Dollar denominated sales. This wasdas a
statement issued by the National Bank of Kazakhstadl February 2014 stating that it would esthbiscorridor
for the movement of the exchange rate at 185 TeegdJS Dollar plus/minus 3 Tenge. If the KZT/USKkrkange
rate had been assumed to be 5% higher or lowerttizdrused in the assessment, this would haveliedftect of
increasing the estimated recoverable amount by rii@re 35 billion Tenge or reducing the estimatetbverable
amount by more than 35 billion Tenge, respectively.

The projection of cash flows was limited by theedaf license expiry in 2021. Expenditure cash flayasto 2018
were obtained from the approved budget and busipkess of the Company together with management’seciir
assessment of probable changes in operationalapithicexpenditure following the February 2014 deation of the
Tenge. Most of the projections beyond that pemade inflated using Kazakhstan inflation estimas;ept for
capital expenditure projections, which represenhagament's best available estimate as at the damepairment
assessment. For the purposes of the assessmeag @ssumed that management would not be ablgrdicantly

reduce operational or capital expenditure in thalfyears before license expiry in order to makst savings. All the
derived cash flows were discounted using aftemtaighted average cost of capital (“WACC”) of 13.09%

Asset retirement obligations

Under the terms of certain contracts, legislatiod eegulations the Company has legal obligationdismantle and
remove tangible assets and restore the land atmaduction site. Specifically, the Company’s obtign relates to
the ongoing closure of all non-productive wells dim@l closure activities such as removal of pipesidings and
recultivation of the contract territories. Sinte ficense terms cannot be extended at the disorefithe Company,
the settlement date of the final closure obligatibas been assumed to be the end of each licerisd.pe

If the asset retirement obligations were to beleskbtht the end of the economic life of the progpsttithe recorded
obligation would increase significantly due to thelusion of all abandonment and closure costs. &ttent of the
Company’s obligations to finance the abandonmenwelfs and for final closure costs depends on #ims of the
respective contracts and current legislation. Wieither contracts nor legislation include an unignbus obligation
to undertake or finance such final abandonmentcéoglire costs at the end of the license term,atiliy has been
recognized. There is some uncertainty and sigmficadgment involved in making such a determination
Management’s assessment of the presence or absésceh obligations could change with shifts inigies and
practices of the Government or in the local indugtractice. The Company calculates asset retirembligations
separately for each contract.

The amount of the obligation is the present valuthe estimated expenditures expected to be redjtiresettle the
obligation adjusted for expected inflation and disated using average long-term risk-free interatts for emerging
market sovereign debt adjusted for risks specdiche Kazakhstan market. The Company reviews si&ration
provisions at each reporting date, and adjusts tteemeflect the current best estimate in accordamitle IFRIC 1

Changes in Existing Decommissioning, Restoratiah @imilar Liabilities.

Estimating the future closure costs involves sigaiit estimates and judgments by management. Mottese
obligations are several years in the future andaddition to ambiguities in the legal requiremetite Company’s
estimate can be affected by changes in asset rémeabtmologies, costs and industry practice. Appnately 15.72%
and 15.80% of the provision at December 31, 20182012 relates to final closure costs. The Compssiynates
future well abandonment cost using current yearggrand the average long-term inflation rate.

The long-term inflation and discount rates useddtermine the carrying value of obligation at Debem31, 2013
were 5.0% and 7.9% respectively (2012: 5.0% angboy..Movements in the provision for asset retirenaiigations
are disclosed in Note 13.

Environmental remediation

The Company also makes judgments and estimatesstablishing provisions for environmental remediatio
obligations. Environmental expenditures are capidl or expensed depending upon their future ecanbemefit.
Expenditures that relate to an existing conditiansed by past operations and do not have a futemoenic benefit
are expensed.
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4. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS (continued)
Environmental remediation (continued)

Liabilities are determined based on current infdroma about costs and expected plans for remediadioth are
recorded on a discounted basis based on managsneaptctations with regard to timing of the progeduequired.
The Company’s environmental remediation provisigpresents management’s best estimate based odepeirdent
assessment of the anticipated expenditure necefsathe Company to remain in compliance with therent
regulatory regime in Kazakhstan. As at the datthes$e financial statements the scope and timirtheofemediation
plan has not been formally agreed with the Govemimexcept as agreed in the annual budget. Foramwiental
remediation provisions, actual costs can diffemfrestimates because of changes in laws and regudatpublic
expectations, discovery and analysis of site caritand changes in clean-up technology.

Further uncertainties related to environmental diai®n obligations are detailed in Note 24. Moveisein the
provision for environmental remediation obligatiare disclosed in Note 13.

Taxation

Deferred tax is calculated with respect to bottpoeoate income tax (“CIT”) and excess profit tax PE’). Deferred
CIT and EPT are calculated on temporary differedoeassets and liabilities allocated to contrdotssubsoil use at
the expected rates. Both deferred CIT and EPT kasesalculated under the terms of the tax legisiatnacted in
the tax code disclosed in Note 20. Further unaiés related to taxation are detailed in Note 24.

5. PROPERTY, PLANT AND EQUIPMENT
Oil and gas Construction work-
properties Other assets in-progress Total

Net book amount

at January 1, 2012 289,939 38,554 10,367 338,860
Additions 1,383 2,694 113,310 117,387
Change in ARO estimate (1,865) - - (1,865)
Disposals (3,541) (2,001) (2,137) (6,679)
Transfers from construction work-in-progress 79,008 13,496 (92,504) -
Internal transfers (562) 22 540 -
Depreciation charge (40,580) (4,591) - (45,171)
Impairment (Note 18) (64,696) (7,872) (4,444) (77,012)
Net book amount

at December 31, 212 259,086 41,302 25,132 325,520
Additions 1,417 4,104 132,957 138,478
Change in ARO estimate (63) - - (63)
Disposals (4,179) (2,307) (2,550) (8,036)
Transfers from construction work-in-progress 99,996 23,858 (123,854) -
Internal transfers 182 (1,900) 1,718 -
Depreciation charge (40,626) (4,499) - (45,125)
Impairment (Note 18) (49,603) (5,802) (4,694) (60,099)
Net book amount

at December 31, 2013 266,210 55,756 28,709 350,675
At December 31, 2013
Cost 654,545 102,441 30,841 787,827
Accumulated depreciation (267,116) (25,534) - (292,650)
Accumulated impairment (121,219) (21,151) (2,132) (144,502)
Net book amount 266,210 55,756 28,709 350,675
At December 31, 2012
Cost 559,004 83,247 30,151 672,402
Accumulated depreciation (234,895) (25,558) - (260,453)
Accumulated impairment (65,023) (16,387) (5,019) (86,429)
Net book amount 259,086 41,302 25,132 325,520
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6. INTANGIBLE ASSETS
Exploration and Other
evaluation assets intangibles Total

2012
Net book amount

at January 1, 2012 24,035 2,603 26,638
Additions 12,143 2,137 14,280
Dry well write-off (4,321) - (4,321)
Loss of control over subsidiary (8,190) - (8,190)
Disposals (210) (37) (247)
Amortization charge (7,668) (908) (8,576)
Net book amount

at December 31, 2012 15,789 3,795 19,584
Additions 4,955 889 5,844
Dry well write-off (10,447) - (10,447)
Disposals (887) (12) (898)
Amortization charge (998) (1,021) (2,019)
Net book amount

at December 31, 2013 8,412 3,652 12,064
At December 31, 2013
Cost 41,998 8,782 50,780
Accumulated amortization (21,267) (5,025) (26,292)
Accumulated impairment (12,319) (105) (12,424)
Net book amount 8,412 3,652 12,064
At December 31, 2012
Cost 40,292 8,170 48,462
Accumulated amortization (20,281) (4,330) (24,611)
Accumulated impairment (4,222) (45) (4,267)
Net book amount 15,789 3,795 19,584

In 2013 the Company recognized dry well expenséstae to the exploratory wells drilled on East Azamys,
Karaton-Sarkamys blocks and the White Bear prospe@012 the Company recognized dry well expenskeded to
exploratory wells drilled on its East Zharkamys, WBnd Bodrai blocks.

7. FINANCIAL ASSETS
Other financial assets
2013 2012

US dollar denominated held to maturity deposits 12,957 -
Tenge denominated held to maturity deposits 8,752 1,083
Other 2 2
Total non-current 21,711 1,085
US dollar denominated term deposits 406,013 333,218
Tenge denominated term deposits 75,961 40,382
Euro denominated term deposits 32 -
Investments in Debt Instrument of NC KMG (Note 3) 22 - 134,360
Held to maturity financial assets - 42,596
Total current 482,006 550,556

503,717 551,641

The weighted average interest rate on US dollapohamated term deposits in 2013 was 2.2% (2012: p.4%he
weighted average interest rate on Tenge denominateddeposits in 2013 was 5.0% (2012: 1.4%).
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7. FINANCIAL ASSETS (continued)
Investments in Debt Instrument of NC KMG
On June 24, 2013 the outstanding principal balafidbe Debt Instrument of NC KMG and related acdrigerest

were fully repaid by the Parent Company in the amoof 135,243 million Tenge and 4,734 million Tenge
respectively.

Trade and other receivables

2013 2012

Trade receivables 153,519 100,698
Other 820 980
Allowance for doubtful receivables (1,120) (510)
153,219 101,168

As at December 31, 2013 the Company’s trade rebkgaincluded receivables from sales of crude oil t
KazMunayGas Trading AG (“KMG Trading”), former VectEnergy AG, a subsidiary of the Parent Compafiiy, o
148,246 million Tenge (2012: 96,401 million Tengegluding 54,992 million Tenge that is overdue 12032,657
million Tenge).

Payments for oil delivered shall be made by KMGdimg on the 30-th day after the date of deliverychse of
untimely payment KMG Trading shall pay an intenggshaltyat one month LIBOR plus 2%. If oil is designatecb®
delivered to Rompetrol Rafinare S.A., an interesigity at three month LIBOR plus 2% is paid frora 81-st to the
60-th day after the date of delivery and at six thddBOR plus 3% from the 61-st day after the daetelelivery
accrued.

As at December 31, 2013 the Company’s trade rebkeisare 97% denominated in USD (2012: 95%).

The ageing analysis of trade and other receivablas follows as at December 31.:

2013 2012
Current 97,859 68,409
0-30 days overdue 40,921 9,637
30-60 days overdue 14,439 21,555
60-90 days overdue - -
90 and more days overdue - 1,567
153,219 101,168
Cash and cash equivalents
2013 2012
US dollar denominated term deposits with banks 81,888 30,681
Tenge denominated term deposits with banks 24,431 38,813
Euro denominated term deposits with banks - 75
US dollar denominated cash in banks and on hand 5,626 51,951
Tenge denominated cash in banks and on hand 5,561 29,519
Great Britain pound denominated cash in bank aritaol 1,530 3,666
119,036 154,705

Cash with banks earns interest based on daily bapksit rates. Deposits with banks are made fojirvguperiods of
between one day and three months, depending amthediate cash requirements of the Company, andietarest
at the respective deposit rates.

The weighted average interest rate on Tenge demdedrdeposits in 2013 was 3.5% (2012: 1.3%). Thighted
average interest rate on US dollar denominatedsiespo 2013 was 0.3% (2012: 0.4%).

8. INVESTMENTS IN JOINT VENTURES AND RECEIVABLE FROM A JOINTLY CONTROLLED
ENTITY
Ownership share 2013 2012
Interest in JV Kazgermunai LLP (“Kazgermunai”) 50% 64,201 65,287
Interest in JV Ural Group Limited BVI (“UGL") 50% 22,627 19,066
Interest in JV KS EP Investments BV (“KS EP Investisg 51% 2,139 4,899
Receivable from jointly controlled entity 17,191 18,221
106,158 107,473
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8. INVESTMENTS IN JOINT VENTURES AND RECEIVABLE FRO M A JOINTLY CONTROLLED
ENTITY (continued)

Movement in investment in joint ventures during tbporting period:

2013 2012
Carrying amount at 1 January 89,252 116,526
Share of total comprehensive income and loss 43,608 44,586
Amortization of the fair valuation of the licensest of tax (19,750) (12,607)
Change in ownership in KS EP Investments - 5,709
Dividends received (30,570) (67,170)
Exchange difference and other adjustments 1,545 469
Share in additional paid in capital 4,882 1,739
Carrying amount at December 31 88,967 89,252

Kazgermunai, UGL and KS EP Investments are noadistompanies and there is no quoted market priagable
for their shares. The joint ventures’ reportingipeiis the same as the Company’s reporting period.

Kazgermunai

On April 24, 2007 the Company acquired from NC KMG50% participation interest in Kazgermunai, whish
involved in oil and natural gas production in socéimtral Kazakhstan.

The following table illustrates the summarized fio@l information of Kazgermunai, based on its IFfR&ncial
statements, and reconciliation with the Compangisying value of investment:

2013 2012
Cash and cash equivalents 27,801 22,158
Other current assets 57,122 40,021
Non-current assets 89,535 76,466
174,458 138,645
Current liabilities 76,845 75,872
Non-current liabilities 12,651 10,929
89,496 86,801
Net assets 84,962 51,844
Proportion of the company’s ownership 50% 50%
Net assets share 42,481 25,922
Purchase price premium 21,720 39,365
Carrying value of the investment 64,201 65,287
2013 2012
Revenues 372,392 344,477
Operating expenses (226,214) (182,171)
- including depreciation and amortization (10,146) (11,640)
Profit from operations 146,178 162,306
Finance income 589 178
Finance cost (604) (507)
Profit before tax 146,163 161,977
Income tax expense (54,075) (70,618)
Profit for the year 92,088 91,359
Other comprehensive income - -
Total comprehensive income 92,088 91,359
Company'’s share of the comprehensive income for thgear 46,044 45,680

Kazgermunai cannot distribute its profits untibitains consent from the two venture partners.
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8. INVESTMENTS IN JOINT VENTURES AND RECEIVABLE FRO M A JOINTLY CONTROLLED
ENTITY (continued)

UGL

On April 15, 2011 the Company acquired from Expliora Venture Limited (EVL) 50% of the common shauods
UGL. UGL holds 100% equity interest in Ural Oil a@hs LLP (UOG), which has an exploration licensetfe
Fedorovskyi hydrocarbons field located in westeaz#&khstan.

The following table illustrates the summarized fio&l information of UGL, based on its IFRS finaaicstatements,
and reconciliation with the Company'’s carrying \&bf investment:

2013 2012
Cash and cash equivalents 2,539 1,478
Other current assets 13 52
Non-current assets 45,378 27,872
47,930 29,402
Current liabilities 1,862 3,639
Non-current financial liabilities 35,652 22,132
Non-current liabilities 2,165 1,810
39,679 27,581
Net assets 8,251 1,821
Proportion of the company’s ownership 50% 50%
Net assets share 4,126 911
Purchase price premium 18,501 18,155
Carrying value of the investment 22,627 19,066
2013 2012
Revenues 5 3
Operating expenses (2,413) (641)
Loss from operations (2,408) (638)
Finance income 37 15
Finance cost (589) (338)
Loss before tax (2,960) (961)
Income tax expense (14) (283)
Loss for the year (2,974) (1,244)
Other comprehensive income - -
Total comprehensive loss (2,974) (1,244)
Company'’s share of the comprehensive loss for thegr (1,487) (622)

The operating activities of UGL are dependent upontinued financing in the form of shareholder bam enable
UGL to meet its current obligations and to contifitgeactivities. As a result the Company has preglidinancing in
the form of additional shareholder loans in the amaf 59,450 thousand US dollars (9,045 milliomde) during
the year ended December 31, 2013 (2012: 22,25GamouUS dollars or 3,318 million Tenge). The faaiue on
initial and additional shareholder loans, which gireen on an interest free basis, is determinedibgounting future
cash flows for the loans using a discount rate58b1

KS EP Investments

On November 16, 2012 the Company sold 49% shats if00% subsidiary KS EP Investments to Karpin@isand
Gas Ltd. (“Karpinvest”), a subsidiary of MOL Hungar Oil and Gas Plc. KS EP Investments owns a 10@ésest
in LLP Karpovskiy Severniy (“KS LLP"), which is aubsoil use right holder under the Contract for Bxation of
Oil, Gas and Condensate at Karpovskiy Severniyraohtarea in western Kazakhstan. Under the terms of
shareholders agreement, joint control has beemlesdtad over the operations of KS EP Investments ram single
shareholder is in a position to control the acfivitnilaterally, making it a jointly controlled et for both
shareholders.
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8. INVESTMENTS IN JOINT VENTURES AND RECEIVABLE FRO M A JOINTLY CONTROLLED
ENTITY (continued)

KS EP Investments (continued)

At the date of loss of control net assets of KSife@stments were as follows:

Assets and liabilities as at
November 16, 201:

Cash and cash equivalents 1,884
Other current assets 100
Non-current assets 8,360
10,344

Current liabilities 113
Non-current liabilities 3,821
3,934

Net assets 6,410

Consideration received from Karpinvest for 49% shar KS EP Investments amounted to 36,455 thous#sd
Dollars (5,485 million Tenge). The resulting gaim disposal of investment amounted to 4,784 milll@amge. As a
result of this transaction the Company has derezedrthe assets and liabilities of the former sdibsy, when the
control was lost and recognized under the equitthaweits retained 51% interest in KS EP Investmentis fair

value of 5,709 million Tenge.

The following table illustrates the summarized fio@l information of KS EP Investments and recaatidn with the

Company’s carrying value of investment:

2013 2012

Cash and cash equivalents 409 161
Other current assets 56 732
Non-current assets 7,741 4,619
8,206 5,512

Current financial liabilities 7,712 -
Other current liabilities 511 1,084
Non-current financial liabilities - 3,031
Other non-current liabilities - -
8,223 4,115

Net assets (17) 1,397
Proportion of the company’s ownership 51% 51%
Net assets share 9) 712
Purchase price premium 2,148 4,187
Carrying value of the investment 2,139 4,899
2013 2012

Revenues - -
Operating expenses (1,114) (814)
- including depreciation and amortization (1,054) (442)
Loss from operations (1,114) (814)
Finance income 5 3
Finance cost (696) (113)
Loss before tax (1,805) (924)
Income tax expense (55) (2)
Loss for the year (1,860) (925)
Other comprehensive income - -
Total comprehensive loss (1,860) (925)
Company'’s share of the comprehensive loss for thegr (949) (472)

The operating activities of KS LLP are dependemtrupontinued financing in the form of shareholdsmris to enable
KS LLP to meet its current obligations and to coué its activities. As a result the Company haiged financing

in the form of additional shareholder loans to KIS IBvestments in the amount of 14,510 thousand &Jigrd (2,207

million Tenge) during the year ended December 81322012: 11,828 thousand US dollars or 1,763anilTenge).

The fair value of shareholder loans, which are giaé 6.5% interest rate, is determined by discogntuture cash
flows for the loans using a discount rate of 15%.
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8. INVESTMENTS IN JOINT VENTURES AND RECEIVABLE FRO M A JOINTLY CONTROLLED
ENTITY (continued)

Receivable from jointly controlled entity CITIC Gata Energy Limited (“CCEL")

In 2007 the Company purchased a 50% interest @indlyj controlled entity, CCEL, whose investments avolved
in oil and natural gas production in western Kazakh, from its co-investor, State Alliance Holdirigsited, a
holding company ultimately belonging to CITIC Groapcompany listed on the Hong Kong Stock Exchange.

CCEL is contractually obliged to declare dividemafisan annual basis based on available distributdplity. At the
same time, for the period until 2020 the Compangastractually obliged to transfer any dividendseigeed from
CCEL, in excess of a Guaranteed Amount, to CITIE tathe Total Maximum Amount, which amounts to 236
million US dollars (82,375 million Tenge) as at Bater 31, 2013 (2012: 572.3 million US dollars 65283 million
Tenge). The Total Maximum Amount represents tharzd of the Company’s share of the original pureharice
funded by CITIC plus accrued interest. The Compaaxy no obligation to pay amounts to CITIC unlessdeives an
equivalent amount from CCEL. Accordingly, the Compaecognizes in its statement of financial positamly the
right to receive dividends from CCEL in the Guagmtt Amount on an annual basis until 2020, plusigte to retain
any dividends in excess of the total Maximum Gueeth Amount. The carrying amount of this receivahie
December 31, 2013, amounted to 110.9 million USadek17,033 million Tenge) (2012: 119.7 million W8llars or
18,039 million Tenge).

Additionally, the Company has the right, subjectéstain conditions precedent, to exercise a ptiboand return
the investment to CITIC in exchange for 150 millid8 dollars plus annual interest of 8% less theudative amount
of the guaranteed payments received.

On November 17, 2008, the annual Guaranteed Ambastbeen increased from 26.2 million US dollar26®
million US dollars, payable in two equal installn®not later than June 12 and December 12 of eaah pfter the
above amendment the effective interest rate onetbeivable from CCEL is 15% per annum.

9. INVESTMENTS IN ASSOCIATE
Ownership share 2013 2012
Interest in Petrokazakhstan Inc. (“PKI”) 33% 107,095 118,959

PKI is non-listed company and there is no quotedketaprice available for its shares. PKI is invavim field
exploration, and development, oil and gas prodactaquisition of oil fields and selling of crudié @and oil products.
The Company acquired a 33 percent stake in PKleoember 2009.

The associate’s reporting period of the finandialesnents is the same as Company’s reporting period

Movement in investment in associate during the &g period:

2013 2012
Carrying amount at 1 January 118,959 133,228
Share of the total comprehensive income 25,979 43,508
Amortization of fair value of licenses, net of tax (4,764) (10,143)
Dividends received (35,334) (49,800)
Exchange difference and other adjustments 2,255 2,166
Carrying amount at December 31 107,095 118,959
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9. INVESTMENTS IN ASSOCIATE (continued)
PKI (continued)

The following table illustrates the summarized fio&l information of PKI, based on its IFRS finaalcstatements,
and reconciliation with the Company’s carrying \@ahbf investment:

2013 2012
Cash and cash equivalents 8,241 32,987
Other current assets 98,237 83,222
Non-current assets 299,243 280,619
405,721 396,828
Current liabilities 86,826 71,461
Non-current liabilities 86,323 69,624
173,149 141,085
Net assets 232,572 255,743
Proportion of the company’s ownership 33% 33%
Net assets share 76,749 84,395
Purchase price premium 30,346 34,564
Carrying value of the investment 107,095 118,959
2013 2012
Revenues 295,928 320,681
Operating expenses (205,670) (184,462)
- including depreciation and amortization (24,395) (25,478)
Profit from operations 90,258 136,219
Share in profit of joint ventures 53,585 65,638
Finance income 695 766
Finance cost (3,344) (3,370)
Profit before tax 141,194 199,253
Income tax expense (59,709) (66,323)
Profit for the year 81,485 132,930
Other comprehensive income (2,761) (1,089)
Total comprehensive income 78,724 131,841
Company'’s share of the comprehensive income for thegear 25,979 43,508
10. INVENTORIES
2013 2012
Crude oil 13,999 14,801
Materials 13,423 10,257
27,422 25,058

As at December 31, 2013 the Company had 303,157(8112: 361,521 tons) of crude oil in storage taadsit.

11. SHARE CAPITAL
Shares outstanding
Number of shares  Tenge million

As at January 1, 2012 70,293,388 198,452
Reduction of treasury stock due to exercise of sbptiens 70,127 703
Increase of treasury stock due to share repurchases (2,205,813) (36,203)
As at December 31, 2012 68,157,702 162,952
Reduction of treasury stock due to exercise of sbptiens 1,607 17
As at December 31, 2013 68,159,309 162,969
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11. SHARE CAPITAL (continued)
11.1 Share capital
Authorized shares

The total number of authorized shares is 74,357(@022: 74,357,042). 43,087,006 of the outstandingres are
owned by the Parent Company as at December 31, 2012: 43,087,006). The shares of the Company havear
value.

Dividends

In accordance with Kazakhstan legislation, dividenthy not be declared if the Company has negatjuéyein its
Kazakh statutory financial statements or if therpagt of dividends would result in negative equitythe statutory
financial statements. Total dividends per sharegeized as distributions to equity holders durifd2 amounted to
1,619 Tenge per share (2012: 1,300 Tenge per stoaredth the outstanding ordinary and preferreaiss as at May
31, 2013, the date of record.

11.2 Employee share option plans

The expense recognized for share option plansecklat employee services received during the yeadfsmillion
Tenge (2012: 354 million Tenge).

Employee option plans

Under the employee option plan 1 (“EOP 1"), an alafrglobal depositary receipt (‘GDR”) options wéln exercise
price equal to the market value of GDRs at the tihaward was made to executives. The exercis@tbrs is not
subject to performance conditions and vests 1/B @aar over 3 years and is exercisable till théh fdnniversary
from the vesting date.

Under the employee option plan 2 (“EOP 2"), shgpioms are granted to incentivize and reward kepleyees,

senior executives and members of the Board of Rirscof the Company, except for independent dirsctdhe

exercise price of the options is equal to the ngpkiee of GDRs on the date of grant. The exeroishese options is
not subject to the attainment of performance camuit Options granted on or after July 1, 2007 weesthe third

anniversary of the date of the grant and are esatz till the fifth anniversary from the vestingtel.

Movement in the year

The following table illustrates the number of GDKMo.) and weighted average exercise prices in blfard per
GDR (WAEP) of and movements in share options dutfiegyear:

2013 2012

No. WAEP No. WAEP
Outstanding at January 1 1,677,948 19.47 2,118,984 18.26
Granted during the year - - - -
Exercised during the year (8,867) 13,00 (420,763) 13.12
Forfeited during the year (314,774) 19,01 (20,273) 26.08
Outstanding at December 31 1,354,307 19,61 1,687,94 19.47
Exercisable at December 31 1,346,462 19,59 636,760 19.77

The weighted average remaining contractual lifestware options outstanding as at December 31, 03.36 years
(2012: 4.53 years). The range of exercise pric@fdions outstanding at December 31, 2013 was 13®Dollars-
26.47 US dollars per GDR (2012: 13.00 US Dollar26.47 US Dollars). The EOP 1 and EOP 2 are eqeittjesl
plans and the fair value is measured at the giabet d

11.3 Kazakhstan Stock Exchange disclosure requireme

The Kazakhstan Stock Exchange has enacted on @ctab2010 a requirement for disclosure of theltetaiity less
other intangible assets (Note 6) per shares oulistgras at year end. As at December 31, 2013 tlweiainper share
outstanding is 20,102 Tenge (December 31, 2013729Tenge).
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12. EARNINGS PER SHARE

2013 2012
Weighted average number of all shares outstanding 68,158,471 69,301,529
Profit for the year 141,829 160,823
Basic and diluted earnings per share 2.08 2.32

The above presentation includes both ordinary arefeped shares as preferred shareholders equbdye s

distributable profits, which results in identicareings per share for both classes of shares.
13. PROVISIONS

Environmental Asset retirement
remediation Taxes obligation Other Total
At January 1, 2012 18,528 12,127 15,848 6,249 52,75
Additional provisions - 9,619 281 3,068 12,968
Unused amounts reversed - (8,801) - - (8,801)
Unwinding of discount - - 1,254 - 1,254
Changes in estimate (958) - (1,865) - (2,823)
Used during the year (266) - (399) (439) (1,104)
At December 31, 2012 17,304 12,945 15,119 8,878 54,246
Current portion 2,940 12,945 809 625 17,319
Non-current portion 14,364 - 14,310 8,253 36,927
Additional provisions - 9,937 791 - 10,728
Unused amounts reversed - (2,215) - (2,445) (4,660)
Unwinding of discount 1,372 - 1,199 - 2,571
Changes in estimate (260) - (63) - (323)
Used during the year (896) (6,042) (851) (503) (8,292)
At December 31, 2013 17,520 14,625 16,195 5,930 54,270
Current portion 3,703 14,625 1,035 704 20,067
Non-current portion 13,817 - 15,160 5,226 34,203
14. REVENUE
2013 2012
Export:
Crude oil 712,343 720,262
Gas products 2,628 557
Domestic (Note 24):
Crude oil 76,049 60,559
Gas products 10,315 7,143
Refined products 3,514 2,109
Other sales and services 11,863 6,540
816,712 797,170
15. PRODUCTION EXPENSES
2013 2012
Employee benefits 92,318 82,959
Repairs and maintenance 22,619 18,162
Materials and supplies 16,920 14,176
Energy 15,908 12,884
Transportation services 5,633 5,758
Processing expenses 1,099 393
Change in crude oil balance 727 (984)
Other 6,811 7,014
162,035 140,362
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16. SELLING, GENERAL AND ADMINISTRATIVE EXPENSES

2013 2012
Transportation expenses 61,810 53,122
Employee benefits 12,986 13,936
Fines and penalties 5,191 8,302
Management fees and commissions 3,750 4,169
Sponsorship 1,681 6,778
Consulting and audit services 1,354 1,382
Repairs and maintenance 1,093 1,339
Other 4,495 4,060
92,360 93,088
17. TAXES OTHER THAN ON INCOME
2013 2012
Rent tax 165,307 159,822
Mineral extraction tax 84,433 70,792
Export customs duty 48,981 36,429
Property tax 5,473 4,373
Environmental tax 4,893 1,096
Other taxes 2,601 1,659
311,688 274,171
18. IMPAIRMENT OF PROPERTY, PLANT AND EQUIPMENT
2013 2012
Impairment (Note 4) 56,275 75,000
Social objects impairment 2,285 1,593
Individual impairment 1,539 419
60,099 77,012
19. FINANCE INCOME / COSTS
19.1  Finance income
2013 2012
Interest income on deposits with banks 10,489 7,306
Interest income on receivable from jointly contedllentities 5,163 4,821
Interest income on Debt Instrument of NC KMG (Notg 2 4,557 11,403
Interest income on held to maturity financial asset 330 663
Gain on sale of other financial assets - 5,546
Capital gain on sale of subsidiary (Note 8) - 4,784
Other 38 5
20,577 34,528
19.2  Finance costs
2013 2012
Interest expense 5,261 5,601
Unwinding of discount on ecology remediation ohtiga 1,372 -
Unwinding of discount on asset retirement obligatio 1,199 1,254
Other 253 376
8,085 7,231
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20. INCOME TAXES

Income tax expense comprised the following forytbars ended December 31:

2013 2012
Corporate income tax 51,695 77,993
Excess profit tax 8,343 38,541
Current income tax 60,038 116,534
Corporate income tax (6,494) (19,175)
Excess profit tax 4,987 (4,433)
Deferred income tax (1,507) (23,608)
Income tax expense 58,531 92,926

The following table provides a reconciliation oétazakhstan income tax rate to the effective & of the
Company on profit before tax.

2013 2012
Profit before tax 200,360 253,749
Income tax 58,531 92,926
Effective tax rate 29% 37%
Statutory income tax 20% 20%
Increase / (decrease) resulting from
Capital Gain on reorganization of the Company - 5%
Withholding tax 1% 1%
Excess profit tax 7% 12%
Corporate income tax of prior years - 3%
Share of result of associate and joint ventures (5%) (5%)
Non-taxable income (1%) (2%)
Tax provisions 1% 1%
Non-deductible expenses 6% 2%
Effective tax rate 29% 37%

During 2012 the Company underwent a reorganizatwmen former production branches “Ozenmunaigas” and
“Embamunaigas” were separated into wholly ownedssli@iries JSC “Ozenmunaigas” and JSC “Embamunaigas”
All fixed assets of the former production branchesre transferred to newly created companies atvialne in
accordance with Kazakhstan legislation. As a rewt Company has recognized a significant amourtaxdble
capital gain, which has also resulted in an in@éagxcess profit tax for Uzen, Tengiz and thdi@8as contracts.

In 2013 excess profit tax relates mainly to theentr excess profit tax of JISC “Embamunaigaz”, at asdeferred
excess profit tax asset write-off for JSC “Ozenmgaz’. Non-deductible expenses include dry-well texoff
expenses and ecology tax and related fines andtigsna

The movements in the deferred tax assets andifiabitelating to CIT and EPT were as follows:

Deferred tax assets:

Fixed and
Intangible assets Provisions Taxes Other Total

At January 1, 2012 (9,252) 1,644 12,676 4,382 9,450
Loss of control over

subsidiary (Note 8) 959 - - - 959
Recognized in profit and

loss 19,675 518 1,295 71 21,559
At December 31, 2012 11,382 2,162 13,971 4,453 33,9
Recognized in profit and

loss 3,503 (1,234) (348) 467 2,388
At December 31, 2013 14,885 928 13,623 4,920 34,356
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20. INCOME TAXES (continued)

Deferred tax liabilities:

Fixed and
Intangible assets Provisions Taxes Other Total
At January 1, 2012 (2,049) - - - (2,049)
Recognized in profit and
loss 2,049 - - - 2,049
At December 31, 2012 - - - - -
Recognized in profit and
loss (943) 68 1 @) (881)
At December 31, 2013 (943) 68 1 (@) (881)

The Company offsets tax assets and liabilitiesnd anly if it has a legally enforceable right tad s& current tax
assets and current tax liabilities and the defetagdassets and deferred tax liabilities relatem¢ome taxes levied by
the same tax authority.

21. RELATED PARTY TRANSACTIONS

The category “entities under common control” corsgsi entities controlled by the Parent Company. ddiegory
“other state controlled entities” comprises engittentrolled by Samruk-Kazyna SWF, except for baokstrolled by
Samruk-Kazyna SWF. BTA Bank and Alliance Bank aated parties since they are controlled by Sariaikyna
SWF and Kazkommertsbank is a related party dueatar@k Kazyna SWF holding 21.3% of the bank’s ordina
shares. Starting from 2012, Halyk Group is no longeelated party to the Company since the groumoisonger
controlled by a member of the management boardofr8k-Kazyna SWF.

Sales and purchases with related parties duringehes ended December 31, 2013 and 2012 and thadeal with
related parties at December 31, 2013 and 201 2sdi@laws:

2013 2012

Revenue and other incoméNote 14)
Entities under common control 796,817 788,545
Other state controlled entities 26 4,863
Joint ventures 2,866 329
Purchases of goods and servicéslote 15 and 16)
Entities under common control 33,120 23,410
Other state controlled entities 18,032 14,120
Parent Company 3,750 4,018
Interest earned on financial assets
Interest earned on Debt Instrument 4,557 11,403
Effective interest rate on Investments in Debtrinsient

of NC KMG - indexed USD/KZT 7.00% 7.00%
Interest earned on loans to Joint ventures 2,411 2,090
Average interest rate on loans to Joint ventures 15.00% 15.00%
Kazkommertsbank 3,154 1,082
Average interest rate on deposits 4.84% 4.69%
Alliance Bank of Kazakhstan 5 10
Average interest rate on deposits 7.00% 7.00%
Fair value loss on loans provided
Joint ventures 4,814 2,049
Salaries and other short-term benefits
Members of the Board of Directors 109 121
Members of the Management Board 247 207
Share-based payments
Members of the Management Board 2 10
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21. RELATED PARTY TRANSACTIONS (continued)

December 31, 2013 December 31, 2012
Cash and cash equivalentéNote 7)

Alliance Bank 212 208
Kazkommertsbank 37 110
BTA Bank 2 4

Financial assetgNote 7)

Kazkommertsbank 78,789 38,207
Investments in Debt Instrument of NC KMG — indexe8DUKZT - 134,360
Trade and other receivablegNote 7 and Note 8)

Entities under common control 155,473 104,593
Joint ventures 40,175 31,506
Other state controlled entities 1,248 1,106
Trade payables

Entities under common control 1,734 1,349
Other state controlled entities 482 101
Parent Company - 1,125

Sales and receivables

Sales to related parties comprise mainly export@gordestic sales of crude oil and oil products tossdiaries of NC
KMG. Export sales to related parties represent@ti©228 tons of crude oil in 2013 (2012: 6,078,&¥%). The sales
of crude oil are priced by reference to Platt'seixdjuotations and adjusted for freight, trader'sgimand quality
differentials. For these exports of crude oil thenpany received an average price per ton of apmabely
121,340 Tenge in 2013 (2012: 122,103 Tenge).

In addition, the Company supplies oil and gas petgluo the local market through a subsidiary of Herent
Company at the directive of the Kazakhstan govemymbe ultimate controlling shareholder of thedP@rCompany.
Those supplies to the domestic market represeng&@D, D00 tons of crude oil production in 2013 (201595,399
tons). Prices for the local market sales are deéteminby agreement with the Parent Company. Forelédis to the
local market in 2013 the Company received an aeegice per produced crude oil ton of around 40,06age
(2012: 37,906 Tenge). Trade and other receivabtes felated parties principally comprise amountateel to export
sales transactions.

Purchases and payables

Management fees to the Parent Company amountedr&® 3nillion Tenge in 2013 (2012: 4,018 million Te).
Transportation services related to the shipmer, 061,163 tons of crude oil in 2013 (2012: 5,198,688ns) were
purchased from a subsidiary of the Parent Compan$26,485 million Tenge in 2013 (2012: 18,457 moilliTenge).
The remaining services purchased from subsidiarigsC KMG include primarily payments for securitgrsices,
processing and demurrage expenditures.

Share based payments to members of the Managemarmt B

Share based payments to members of the Managenoantl Bepresents the amortization of share basechgrzag
over the vesting period. During 2013 the Compamntgd no options (2012: no options).
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22. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company has various financial liabilities sashborrowings, trade and other payables. The Coymplo has
various financial assets such as trade receivasiest and long-term deposits and cash and cashadeuts.

The Company is exposed to interest rate risk, gor@urrency risk, credit risk, liquidity risk anérmmodity price
risk. The Company’s Finance Committee assists n&mnagt in the oversight of the monitoring and whigrs
deemed appropriate, mitigation of these risks goetance with approved policies such as the trggsalicy.

Interest rate risk
As of December 31, 2013 the Company has no floatitrggest rate borrowings and no exposure to istaede risk.
Foreign currency risk

The Company'’s exposure to the risk of changesiigeidn exchange rates relates mainly to the Comanyyérating
activities, as the majority of its sales are dematdd in US dollars whilst almost all of its coate denominated in
Tenge, and to its investments denominated in fareigrencies.

The following table demonstrates the sensitivityateeasonably possible change in the US dollarangd rate, with
all other variables held constant, of the Compapyit before tax (due to changes in the fair eabf monetary

assets and liabilities).
Increase/ decreas

in Tenge toUS dollar Effect on profit
exchange rat before tax

2013
US dollar + 20.00% 149,879
US dollar - 20.00% (149,879)
2012
US dollar + 10.00% 66,855
US dollar - 10.00% (66,855)
Credit risk

The Company is exposed to credit risk in relatiorits trade receivables. The Company’s vast mgjafitsales are
made to an affiliate of the Parent and the Comgsas/a significant concentration risk of the receigarom this
affiliate (Notes 7, 21). An additional number ofrtor receivables are grouped into homogeneous grangassessed
for impairment collectively on an ongoing basis hwihe result that the Company's exposure to badsdsbnot
significant.

The Company is also exposed to credit risk in i@hato its investing activities. The Company pladeposits with
Kazakhstan and foreign banks and purchases Nafaré notes.

Credit risk from balances with financial institutois managed by the Company’s treasury departinemcordance
with the Company’s treasury policy, which is apmdvby the Company’s Board of Directors. The Comfmny
maximum exposure to credit risk arising from defaidlthe financial institutions is equal to the rg@mg amounts of
these financial assets.
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22. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICI ES (continued)
Credit risk (continued)

The table below shows the balances of the finarasakts held in banks and Debt Instruments of NGGKal the
reporting date using Standard and Poor’s crediigat unless otherwise stated.

Rating!
Banks Location 2013 2012 2013 2012
Halyk Bank Kazakhstan BB (stable) BB (stable) 137,173 1,207
Kazkommertsbank Kazakhstan B (stable) B+ (negative) 8,826 38,317
BNP Paribas France A+ (negative) A+ (negative) 7,35 75,319
Deutsche Bank Germany A (stable) A+ (negative) 7,68 47,328
ING Bank Netherlands A- (stable) A+ (negative) 396 41,873
Citi Bank Kazakhstan Kazakhstan Not available Notlabke 44,087 26,247
ATF Bank (Moody’s) Kazakhstan B- (stable) B1 (stable) 36,128 37,696
HSBC PlIc UK AA- (negative) AA- (negative) 27,868 7540
Eurasian Bank Kazakhstan B+ (positive) B+ (stable) 27,327 -
Citi Bank N.A. UK branch A (stable) A (negative) 264 21,712
HSBC Kazakhstan Kazakhstan Not available BBB (stable) ,286 7,016
Sherbank Kazakhstan BBB- (stable) BBB- (stable) 11,847 -
Credit Suisse British Virgin A (stable) A+ (negative) 8,206 12,366
Islands

BankCenterCredit (Moody's)  Kazakhstan B2 (stable) Bhétige) 6,300 1,654
RBS Kazakhstan Kazakhstan Not available Not available 4,821 13,208
NurBank Kazakhstan BB+ (stable) BB+ (stable) 530 -
Alliance Bank (Moody’s) Kazakhstan CCC (negative) Byateve) 212 208
Investment in Debt Instrument

of NC KMG Kazakhstan BBB- (stable) BBB- (stable) - 1503
National Bank of Republic of
Kazakhstan Kazakhstan BBB+ (stable) BBB+ (stable) - 42,596
Other 76 195

622,753 706,346

Liquidity risk

The Company monitors its liquidity risk using auidity planning tool. This tool considers the métuof both its
financial investments and financial assets (e.goawts receivables and other financial assets)paoptcted cash
flows from operations.

The Company's objective is to maintain a balandwéen continuity of funding and flexibility througthe use of
short and long-term deposits in local banks.

The table below summarizes the maturity profiléhef Company's financial liabilities at December 3113 based on
contractual undiscounted payments:

Year ended Less than 3 more than

December 31, 2012 On demand months  3-12 months 1-5 years 5 years Total

Borrowings - 271 2,262 4,646 2,002 9,181

Trade and other payables 82,255 - - - - 82,255
82,255 271 2,262 4,646 2,002 91,436

Year ended Less than 3 more than

December 31, 2013 On demand months  3-12 months 1-5 years 5 years Total

Borrowings - 276 2,228 4,723 1,023 8,250

Trade and other payables 68,489 - - - - 68,489
68,489 276 2,228 4,723 1,023 76,739

Source: Interfax — Kazakhstan, Factivia, officides of the banks and rating agencies as at Deae&bef the
respective year
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22. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICI ES (continued)

Commodity price risk

The Company is exposed to the effect of fluctuationthe price of crude oil, which is quoted in d8llars on
international markets. The Company prepares anmugdets and periodic forecasts including sensjtiaitalyses in
respect of various levels of crude oil prices ia thture.

Capital management

Capital includes total equity. The primary objeetiof the Company's capital management is to enthae it
maintains a strong credit rating and healthy capéos in order to support its business and ma&aenshareholder
value.

As at December 31, 2013 the Company had a straragndial position and a conservative capital stmect@Going
forward, the Company intends to maintain a capstalicture which allows it the flexibility to takedeantage of
growth opportunities as and when they arise.

The Company manages its capital structure and madjeistments to it, in light of changes in econonoaditions.
To maintain or adjust the capital structure, then@any may adjust the dividend payment to sharehsldeturn
capital to shareholders or issue new shares. Noggsawere made in the objectives, policy or praeskiring the
years ended December 31, 2013 and 2012.

23. FINANCIAL INSTRUMENTS

Fair values of financial instruments such as stemrt: trade receivables, trade payables and fix¢éerdst rate
borrowing approximate their carrying value.

24, COMMITMENTS AND CONTINGENCIES
Operating environment

Kazakhstan continues economic reforms and developafets legal, tax and regulatory frameworks eguired by a
market economy. The future stability of the Kazahseconomy is largely dependent upon these refamnas
developments and the effectiveness of economianéiiml and monetary measures undertaken by therGoeat.

The Kazakhstan economy has been affected by thmalgiimancial crisis. Despite some indications efavery there
continues to be uncertainty regarding further eaginogrowth, access to capital and cost of capitdlich could
negatively affect the Company'’s future financiasion, results of operations and business prospect

While management believes it is taking appropnagasures to support the sustainability of the Catyigebusiness
in the current circumstances, unexpected furthtarideation in the areas described above could thedg affect the
Company’s results and financial position in a maimog currently determinable.

Local market obligation

The Kazakhstan government requires oil producessipply a portion of their crude oil productionneet domestic
energy requirements. While the price for such seppif crude oil is agreed with the Parent Comp#mg,price may
be materially below international market prices andy even be set at the cost of production (Nofe Rithe
Government does require additional crude oil talblvered over and above the quantities currenthpBed by the
Company, such supplies will take precedence oveakenhasales and will generate substantially lesemee than
crude oil sold on the export market, which may mally and adversely affect the Company’s busin@gsespects,
financial condition and results of operations.

During the current year, in accordance with thdiligations, the Company delivered 1,993,861 ton®ib{2012:
1,645,926 tons) to the domestic market. The jo@rtture Kazgermunai did not deliver oil to the dotieesiarket in
2013 (2012: 517,991 tons).
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24. COMMITMENTS AND CONTINGENCIES (continued)

Taxation

Kazakhstan's tax legislation and regulations atgestt to ongoing changes and varying interpretatioimstances of
inconsistent opinions between local, regional aational tax authorities are not unusual. The curregime of
penalties and interest related to reported anddésed violations of Kazakhstan’s tax laws are sevBecause of the
uncertainties associated with Kazakhstan's taxesysthe ultimate amount of taxes, penalties aretést, if any, may
be in excess of the amount expensed to date andeatcat December 31, 2013.

The Company’s management believes its interpretsitad the tax legislation are appropriate and thatCompany
has justifiable arguments for its tax positions.

On July 12, 2012 the Tax Committee of the Minisifyrinance of the Republic of Kazakhstan complebed2006-

2008 comprehensive tax audit of the Company. Assalt of the tax audit, which was commenced in Bet®011,

the tax authorities provided a tax assessmentet@tmpany of 16,938 million Tenge, including 5,80illion Tenge

of principal, 7,160 million Tenge of administratifi@es and 3,978 million Tenge of late paymentrese Matters
involved in the assessment relate mainly to reatlon of certain revenues and expenditures amoagbsoil use
contracts, timing of recognition of demurrage e)gen and adjustment of revenues based on transfengpr
regulations.

The Company disagreed with the above assessmentfilethan appeal to the Ministry of Finance. Thentpany’s

management believes its interpretations of thdegislation were appropriate. However, as managéieieves the
outcome of the dispute is uncertain and furtheielek that it is more likely than not that the Camp may not be
entirely successful in its appeals, due to the gmity contained in the tax legislation and a higtof varying

interpretations and inconsistent opinions of thiarities and courts, management has accrued faicenatters that
arose in the assessment.

During 2013 the Tax Committee conducted a limitedpg tax review that resulted in a notificationedaEebruary
10, 2014 on the basis of which the Company hasrsedel,819 million Tenge that consists of 811 williTenge of
principal, 405 million Tenge of administrative fsxand 603 million Tenge of late payment interest.

As at December, 31 2013, existing provision for ¢tantains 14,625 million Tenge, including prindifpd 6,400

million Tenge, fines of 3,411 million Tenge andelagtayment interest of 4,814 million Tenge. Managanbelieves
that the Company will be successful in appealirggrimaining balances of principal, fines, and fetgment interest
of the assessments.

Mineral extraction tax

On July 2, 2013 the Tax Committee of Yessil dista€ Astana provided a notification to the Companfy8,785
million Tenge for alleged discrepancies betweem daported in Company’s MET tax returns and dappléed by
the Ministry of Oil and Gas of the Republic of K&hatan for the period from 2009 to 2012. Thesegalie
discrepancies were caused by the fact that thimglidtes of tax in 2012 MET tax returns were dateed based on
volumes of production for the period when subsaié wontracts belonged to the Company (when the &oynp
carried out its activities on the license areaubloits production branches), whereas the infoilongtirovided by the
Ministry of Oil and Gas of the Republic of Kazaldistincluded production volumes of the Company asd i
subsidiaries JSC “Ozenmunaigas” and JSC “Embamasgaimpmbined.

According to the tax authorities, for the purposésietermination of the sliding tax rate the Compahould have
included production volumes of JSC “Ozenmunaigasd dSC “Embamunaigas” as well, even though transffer
subsoil use contracts took place during 2012. Hewelvased on norms stipulated in the Kazakh taislEgn the
Company believes that the MET rate should be détexinbased upon production for the period whenriady
owned the subsoil use contracts.

The Company disagrees with the above notificatiath &as provided the written explanations of itsifjan. The tax
authorities have not yet audited the Company anrtidtter and hence no tax assessment was dorfghgedd the tax
authorities audit the Company and assess additibal liabilties, the Company will definitely appealich
assessment. As management believes that it is likehg than not that the Company will be succes#futs appeal,
no provisions in relation to this matter have begade in the consolidated financial statements d&eatmber 31,
2013.
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24. COMMITMENTS AND CONTINGENCIES (continued)

Turgai Petroleum comprehensive tax audits

In September-December 2013, Kyzylorda DepartmerthefTax Committee of the Ministry of Finance (tiex
department”) conducted a complex tax audit of TuRgroleum (50% joint venture of PKI Inc.) for 232012. As a
result of the complex tax audit the Tax Departnessessed additional corporate income tax of 3,58@mTenge
including transfer pricing effect of 2,733 millidrenge, additional excess profit tax of 8,793 millibenge including
transfer pricing effect of 5,275 million Tenge, #&dhal other taxes of 117 million Tenge and aggtedate payment
interest of 5,228 million Tenge.

Turgai Petroleum disagreed with the complex taxitangbults and filed an appeal with the Tax Comeeitbf the

Ministry of Finance. Management of PKI believestthargai Petroleum has a strong position on thiadsexcept for
the transfer pricing effect of 8,008 million Tenged related late payment interest of 3,568 milll@mge. Therefore
PKI recognized a provision of 5,788 million Tend®% PKI's share of 8,008 million Tenge transfercimgy and

related late payment interest of 3,568 million T&nig its 2013 consolidated financial statements.

PetroKazakhstanKumkolResources JSC (PKKR) compsafeetax audit

In September 2013 the Tax department initiatednapdex tax audit for 2009-2012 of PKKR (100% subsaigiof PKI
Inc.). On January 13, 2014 the Tax department éssumification for environmental emissions for 1&66million
Tenge and related fines and penalties for 8,75BomiTenge.

PKKR disagreed with the complex tax audit resutid & planning to file an appeal with the Tax Coittea of the
Ministry of Finance. PKI management assessed tble af unfavourable outcome of this claim as probadhd
recognized a provision for 19,423 million Tengeit® 2013 consolidated financial statements. PKI &gment
believes that PKKR has a strong position on angroplotential claims as a result of tax audit fod2@012.

Environment

Environmental regulation in Kazakhstan is evolviagd subject to ongoing changes. Penalties for tiamis of
Kazakhstan’'s environmental laws can be severe.rQtten those amounts provided for in provisions téNd3)
management believes that there are no probableoamvéntal liabilities, which could have a mateadierse effect
on the Company'’s financial position, statementafiprehensive income or cash flows.

Ozenmunaigas environmental audit 2011-2012

On January 25, 2013 JSC “Ozenmunaigas”, receivedtification from the Department of Ecology of Mastau

Region to pay fine of 59,345 million Tenge for evimental damage. The total amount was determisedrasult of
an inspection that covered the period from Aug@dtl2to November 2012. JSC “Ozenmunaigas” beligvaisthe act
was illegal and that calculations were not reliagtel on February 26, 2013 filed an appeal to theciapzed

Interregional Economic Court of Mangystau Region. @arch 7, 2013 the Department of Ecology of Mantays
Region filed a claim with the same Court for thecé payment of the fines.

On May 22, 2013 the Court satisfied the appeal € JOzenmunaigas” in full and rejected the claimtio¢
Department of Ecology of Mangystau Region for theeéd payment of the fines. On June 6, 2013 theabeent of
Ecology of Mangystau Region filed an appeal to dhdicial Panel of Appeals on Civil and AdministvatiCases of
Mangystau Regional Court. This appeal was rejebtethe Judicial Panel of Appeals on July 9, 2018.02cember
23, 2013 the Department of Ecology of Mangystaui®ediled an appeal to the Cassation Judicial Pamebf
Mangystau Regional Court. This appeal was rejebiedhe Cassation Judicial Panel on February 12420he
Company expects that the Department of Ecology afi¢§stau Region will file further appeals to thep®ume court.

Management believes that JSC “Ozenmunaigas” ha®rgsposition on this issue, as the inspection gased out

with violations of the laws of the Republic of K&bhatan in relation to procedure for the inspecpoocess, and the
Department of Ecology of Mangystau Region has iable evidence confirming the damage to the emwirent, as

required by the civil procedure and environmentales of the Republic of Kazakhstan.

The Company believes that JSC “Ozenmunaigas” wiltioue to successfully appeal the results of tispection and

the request for payment for damages to the enviesnand therefore no provision has been accruethi® matter
as at December 31, 2013.
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24, COMMITMENTS AND CONTINGENCIES (continued)
Ozenmunaigas environmental audit 2012-2013

On January 24, 2014 JSC “Ozenmunaigas” receivedtification from the Department of Ecology of Marstgu
Region to pay a fine of 212,625 million Tenge fowieonmental damage. The total amount was detexdnasa
result of an inspection that covered 2012 and 2018C “Ozenmunaigas” disagreed with the notificatand
currently takes legal actions to appeal the claim.

Management believes that JSC “Ozenmunaigas” ha®rgsposition on this issue, as the inspection gased out
with violations of the laws of the Republic of K&hatan in relation to procedure for inspection pss; and the
Department of Ecology of Mangystau Region has fiabike evidence confirming the damage to the emvitent, as
required by the civil procedure and environmentales of the Republic of Kazakhstan.

The Company believes that it can successfully dpjpearesults of the inspection and the requestpfyment for
damages to the environment, and therefore no poovisas been accrued for this matter as at DeceBihe2013.

Embamunaigas environmental audit

In July 2013 the Department of Ecology of Atyraugi®® conducted an off-schedule inspection to deteerwhether
production activities of JSC “Embamunaigas” complth ecological requirements, including associatpbs
utilization requirements. The Department of Ecolo§ytyrau Region concluded that gas utilizationtbree oilfields
does not comply with the approved technologicakttgyment plans.

In a decision on September 24, 2013 the Specialitedregional Economic Court of Atyrau Region dite suspend
commercial development of these three oilfieldsl wiblations of ecological norms are eliminateddaa positive
state ecological conclusion is obtained. On Octdtier2013 JSC “Embamunaigas” filed an appeal toAtyau

Regional Court to request the cancellation of tésision. On November 21, 2013 JSC “Embamunaigasgived
positive conclusion of the state ecological examdmafrom the Committee of Ecological Regulatiordaontrol of
the Ministry of Environment and Water Resourceshef Republic of Kazakhstan and on December 10, 2G48n

the Department of Ecology of Atyrau Region. As sutg litigation under this case has finished.

Embamunaigas Gas flaring.

On January 23, 2014 JSC “Embamunaigas” receivedtification from the Department of Ecology of Atwr&egion
to pay a fine of 37,150 million Tenge for enviromte damage caused by violations of ecology lawluiging
associated gas flaring. The total amount was détexnas a result of an inspection that coveredothréod 2008 to
2013.

The Company disagreed with this notification andrently takes appropriate actions to appeal thénclef the

Department of Ecology of Atyrau Region. The Compéejieves that it can successfully appeal the rexfl the

inspection and the request for payment for damsm#se environment, and therefore no provision een accrued
for this matter as at December 31, 2013.

Oilfield licenses

The Company is subject to periodic reviews of itdivities by governmental authorities with respéot the
requirements of its oilfield licenses and relatedbsoil use contracts. Management cooperates witiergmental
authorities to agree on remedial actions necegsargsolve any findings resulting from these redewailure to
comply with the terms of a license could resulfies, penalties, license limitation, suspensionmemocation. The
Company’s management believes that any issues ofcompliance will be resolved through negotiaticors
corrective actions without any material effect ba Company’s financial position, statement of ineasn cash flows.

The Company’s oil and gas fields are located od lalonging to the Mangistau and Atyrau regionahidstrations.
Licenses are issued by the Ministry of Oil and ®&¥azakhstan and the Company pays mineral extnacind
excess profits tax to explore and produce oil aalfgpm these fields.
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24. COMMITMENTS AND CONTINGENCIES (continued)

The principle licenses of the Company and theiiirgxgates are:

Field Contract Expiry date
Uzen (8 fields) No. 40 2021
Emba (1 field) No. 37 2021
Emba (1 field) No. 61 2017
Emba (23 fields) No. 211 2018
Emba (15 fields) No. 413 2020
Commitments arising from oilfield and exploratiacehses

Capital Operational
Year expenditures expenditures
2014 131,143 5,291
2015 52,798 3,237
2016 50,476 3,108
2017 - 3,028
2018-2024 - 9,601

234,417 24,265

Crude oil supply commitments

The Company has obligations to supply oil and eildpcts to the local market under government direst(Note
21).

Commitments of Kazgermunai

The Company’s share in the commitments of Kazgeanigras follows as at December 31, 2013:

Capital Operational
Year expenditures expenditures
2014 10,260 4,745

Commitments of UGL

The Company'’s share in the commitments of UGL i®Hsws as at December 31, 2013:

Capital Operational
Year expenditures expenditures
2014 7,612 1,113

Commitments of KS EP Investments

The Company’s share in the commitments of KS ElRdtments is as follows as at December 31, 2013:

Capital Operational
Year expenditures expenditures
2014 4,278 93

25. SUBSEQUENT EVENTS
Tenge devaluation

On February 11, 2014 the Tenge was devalued aghimdiS dollar and other major currencies. The arge rates
before and after devaluation were 155 Tenge / Uaidand 185 Tenge / US dollar respectively.
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These consolidated financial statements have been signed below by the following persons on behalf of the Company
and in the capacities indicated on February 18, 2014:

'

£

Chief Executive Officer Nurseitov A. A.
Acting Chief Financial Officer B. Fraser, ACA.
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Contact information

The Company'’s registered office is:

KazMunaiGas Exploration Production Joint Stock Camp
Left Bank, Kabanbay Batyr ave., Building 17

Astana 010000

Republic of Kazakhstan

Telephone: +7 (7172) 975 433
Fax: +7 (7172) 975 445

www.kmgep.kz



