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Independent auditor’'s report

To the Shareholders and Management of "National Company “KazMunayGas" J5C

Opinion

We have audited the consolidated financial statements of National Company "KazMunayGas” JSC
and its subsidiaries (the Group), which comprise the consolidated statement of financial position as
at 31 December 2019 and 2018, the consolidated statement of comprehensive income,
cansolidated statement of changes in equity and consolidated statement of cash flows for the years
then ended, and notes to the consolidated financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Group as at 31 December 2019 and 2018 and its
consolidated financial performance and its consolidated cash flows for the years then ended in
accordance with International Financial Reporting Standards (IFRSs).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs).

Our responsibilities under those standards are further described in the Auditor’s responsibilities for
the audit of the consolidated financial statements section of our report. We are independent of the
Group in accordance with the International Ethics Standards Board for Accountants’ Code of Ethics
for Professional Accountants (including International Independence Standards) (IESBA Code), and
we have fulfilled our other ethical responsibilities in accordance with the IESBA Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the consolidated financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial statements as a whole, and in
forming our opinion thereon, and we do not provide an opinion on these matters. For each matter
below, our description of how our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the
consolidated financial statements section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our
assessment of the risks of material misstatement of the consolidated financial statements.

The results of our audit procedures, including the procedures performed to address the matters
below, provide the basis for our audit opinion on the accompanying consolidated financial
statements.
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Key audit matter
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How our audit addressed the key audit
matter

Impairment of non-current assets

We considered this matter to be one of most
significance in the audit due to materiality of
the balances of non-current assets, including
upstream, exploration and evaluation,
downstream assets and investments in
upstream and midstream joint ventures and
associates, to the consolidated financial
statements, the high level of subjectivity in
respect of assumptions underlying impairment
analysis and significant judgements and
estimates made by management. In addition,
the combination of volatility in oil prices and
Tenge, increased inflation and cost of debt and
uncertainty about future economic growth
affects the Group’s business prospects and
therefore triggers potential impairment of the
Group's assets.

Significant assumptions included discount
rates, oil and petroleum products prices
forecasts and inflation and exchange rate
forecasts. Significant estimates included
production forecast, future capital expenditure
and oil and gas reserves available for
development and production.

Information on non-current assets and the
impairment tests performed is disclosed in
Note 4 to the consolidated financial
statements.

We involved our business valuation specialists
in the testing of impairment analysis and
calculation of recoverable amount performed
by management. We analyzed the
assumptions underlying management
forecast. We compared oil and petroleumn
products prices used in the calculation of
recoverable amounts to available market
forecasts.

We compared the discount rates and long-
term growth rates to general market
indicators and other available evidence.

We tested the mathematical integrity of the
impairment models and assessed the analysis
of the sensitivity of the results of impairment
tests to changes in assumptions.

We analysed disclosures an impairment test in
the consolidated financial statements.
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Compliance with debt covenants

In accordance with the terms of certain
financing arrangements, the Group should
comply with certain financial and non-financial
covenants. There is a higher likelihood that
covenants impacted by trading volumes,
revenue and profit may be breached
particularly in subsidiaries impacted by
volatility of oil prices and higher operating
expenses, therefore, we focused on this area
during our audit. Breaching covenants could
result in funding shortages. Cross default
provisions are in place under the Group's
financing arrangements. Compliance with the
financing covenants is one of the matters of
most significance in the audit since it can have
a major impact on the going concern
assumnption used in the preparation of the
consolidated financial statements, and on
classification of interest-bearing liabilities in
the consolidated statement of financial
position.

Infarmation on compliance with covenants is
disclosed in Note 25 to the consolidated
financial statements.

Estimation of oil and gas reserves and
resources

We considered this matter to be one of most
significance in our audit due to the fact that
the estimate of hydrocarbon reserves and
resources has significant impact on the
impairment test, depreciation, depletion and
amaortization and decommissioning provisions.

Reserves and resources are also a fundamental
indicator of the future potential of the group's
performance.

Information on estimation of oil and gas
reserves and resources is disclosed in Nofe 4
to the consolidated financial statements as
part of significant accounting estimates.
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We examined the terms of financing
arrangements and analysed financial and non-
financial covenants, terms of early repayment
and events of default. We examined the
presence of confirmations received from the
banks related to compliance with financial
covenants. We compared data used in the
calculations with the financial statements. We
tested arithmetic accuracy of financial
covenants calculations.

We analysed the disclosures in respect of debt
covenants compliance in the consolidated
financial statements of the Group.

We performed procedures to assess
competence, capabilities and objectivity of
the external expert engaged by the Group to
estimate volumes of oil and gas reserves and
resources. We assessed the assumptions used
by the external expert and compared the
assumptions to the macroeconomic
indicators, hydrocarbon production, operating
costs, capital expenditures forecasts and
other performance indicators, approved by
the Group's management. We compared the
estimates of reserves and resources to the
estimates included in the consideration of
impairment, depreciation, depletion and
amortization and decommissioning
provisions.
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Other information included in the Group’s 2019 annual report

Other information consists of the information included in the Group’s 2019 Annual Report, other
than the consolidated financial statements and our auditor’s report thereon. Management is
responsible for the other information.

QOur opinion on the consolidated financial statements does not cover the other information and we
do not express any form of assurance conclusion thereon,

In cannection with our audit of the consolidated financial statements, our responsibility is to read
the other information and, in doing so, consider whether the other information is materially
inconsistent with the consolidated financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated. If, based on the work we have performed, we conclude
that there is a material misstatement of this other information, we are required to report that fact.
We have nothing to report in this regard.

Responsibilities of management and the Audit Committee for the consolidated financial
statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRSs, 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.

In preparing the consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to
liquidate the Group or to cease operations, or has no realistic alternative but to do so.

The Audit Committee is responsible for overseeing the Group's financial reporting process.

Auditor's responsibilities for the audit of the consolidated financial statements

Cur objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor's report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always detect
a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these consolidated financial
statements.
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As part of an audit in accardance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

L

Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks,
and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit 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 Group's internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’'s report to the related disclosures in the consolidated financial
statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are
based on the audit evidence obtained up to the date of our auditor's report. However, future
events or conditions may cause the Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair presentation.
Obtain sufficient appropriate audit evidence regarding the financial information of the entities
or business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.
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We also provide the Audit Committee with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with the Audit Committee, we determine those matters that were
of most significance in the audit of the consclidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances,
we determine that a matter should not be communicated in our repert because the adverse
consequences of doing so would reasonably be expected to outweigh the public interest benefits of
such communication,

The partner in charge of the audit resulting in this independent auditor’s report is Gulmira

Turmagambetova.
Samat &m JLP
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Gulmira TurmagambBetova, . 7« _
Auditor / General Director=:"
Ernst and Young LLP

Auditor qualification certificate State audit license for audit activities on

Mo. 0000374 dated 21 February 1998 the territory of the Republic of Kazakhstan:
series MOIO-2 No, 0000003 issued by the
Ministry of finance of the Republic of
Kazakhstan on July 15, 2005

050060, Republic of Kazakhstan, Almaty
Al-Farabi ave., 77/T, Esentai Tower

5 March 2020
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