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Independent auditor’s report
To the Shareholders of KazTransQil JSC

Opinion

We have audited the separate financial statements of KazTransQil JSC (the Company), which
comprise the separate statement of financial position as at 31 December 2017, the separate
statement of comprehensive income, separate statement of changes in equity and separate
statement of cash flows for the year then ended, and notes to the separate financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying separate financial statements present fairly, in all material
respects the financial position of the Company as at 31 December 2017 and its financial
performance and its cash flows for the year 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 separate financial statements section of our report. We are independent of the Company
in accordance with the International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants (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 separate financial statements of the current period. These matters were addressed
in the context of our audit of the separate financial statements as a whole and in forming our opinion
thereon, and we do not provide a separate opinion on these matters. For the 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 separate
financial statements section of our report, including in relation to this matter. Accordingly, our audit
included the performance of procedures designed to respond to our assessment of the risks of material
misstatement of the separate financial statements. The results of our audit procedures, including the
procedures performed to address the matter below, provide the basis for our audit opinion on the
accompanying separate financial statements.
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Key audit matter

How our audit addressed the key audit matter

Impairment of investment in Batumi Oil Termina

BLEE

Investment in Batumi Qil Terminal LLC (BOT), a
subsidiary of the Company, makes up
approximately 3.6% of the total assets of the
Company as at 31 December 2017. We
considered this matter to be one of the most
significance in the audit due to the high level of
subjectivity in respect of assumptions
underlying the impairment analysis and
significant judgements and estimates made by
management in the assessment of the
recoverable amount of the investment in BOT.
In addition, the decrease in transshipment
volumes of BOT, increased inflation and
uncertainty about future economic growth
affect BOT's business prospects and therefore
trigger potential impairment of the Company's
investment in BOT.

Management performed impairment test as at
31 July 2017 and updated it as at 31 December
2017.

Significant assumptions included discount rates,
forecasted tariffs, inflation rates,
transshipment volumes, future capital
expenditure and operating expenses.

Information on assessment of the recoverable
amount of the investment in BOT is disclosed in
Note 4 to the separate financial statements.

We involved our business valuation specialists
in the testing of impairment analysis and
calculation of recoverable amount of the
investment in BOT performed by management
as at 31 July 2017. We involved the component
auditor to analyze the assumptions underlying
management forecasts of cash flows from the
investment in BOT and to compare them with
existing external information and with actual
results. We compared the discount rates and
long-term growth rates used in assessment of
the investment’s recoverable amount to general
market indicators and other available evidence.
We compared forecasted transshipment in the
model with business plan. We tested the
mathematical integrity of the impairment model
and assessed the sensitivity analysis.

We assessed the analysis made by management
and factors that could indicate that the
investment in BOT may be impaired as at 31
December 2017. We compared budgeted
transshipment volume, EBITDA and revenue for
2017 with actual figures.

Other Information included in the Company's 2017 Annual report

Other information consists of the information included in the Company’s 2017 Annual Report other
than the separate financial statements and our auditor’s report thereon. Management is responsible
for the other information. The Company's 2017 Annual Report is expected to be made available to

us after the date of this auditor’s report.

Our opinion on the separate financial statements does not cover the other information and we will
not express any form of assurance conclusion thereon.

In connection with our audit of the separate financ

ial statements, our responsibility is to read the

other information identified above when it becomes available and, in doing so, consider whether the
other information is materially inconsistent with the separate financial statements or our knowledge

obtained in the audit or otherwise appears to be m
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Responsibilities of management and committee on internal audit of the board of directors for
the separate financial statements

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

In preparing the separate financial statements, management is responsible for assessing the
Company'’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 Company or to cease operations or has no realistic alternative but to do so.

The committee on internal audit of the board of directors is responsible for overseeing the
Company'’s financial reporting process.

Auditor’'s responsibilities for the audit of the separate financial statements

Our objectives are to obtain reasonable assurance about whether the separate 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 separate financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

» Identify and assess the risks of material misstatement of the separate 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 Company'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 Company'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 separate 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 Company to cease to continue as a going concern.

A member firm of Ernst & Young Global Limited
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> Evaluate the overall presentation, structure and content of the separate financial statements,
including the disclosures, and whether the separate financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

We communicate with the committee on internal audit of the board of directors 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.

We also provide the committee on internal audit of the board of directors 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 safequards.

From the matters communicated with the committee on internal audit of the board of directors, we
determine those matters that were of most significance in the audit of the separate 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
report 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 Guimira
Turmagambetova.

Gulmira N#isath
Auditor / Gelieras tor
Ernst & Young LLP

Auditor Qualification Certificate State Audit License for audit activities on

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

050060, Republic of Kazakhstan, Almaty
Al-Farabi ave., 77/7, Esentai Tower

16 March 2018
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KazTransOil JSC

SEPARATE STATEMENT OF FINANCIAL POSITION

Separate financial statements

31 December

31 December

In thousands of Tenge Notes 2017 2016
Assets
Non-current assets
Property, plant and equipment 5 566,836,632 550,080,089
Intangible assets 5] 1,489,927 1,181,457
Investments in subsidiaries T 28,208,864 28,208,864
Investments in joint ventures 8 7,404,945 7,404,945
Advances to suppliers for property, plant and equipment 9 272,246 1,057,017
Bank deposits 15 3,948,692 4,182,770
Long-term investments held to maturity 17 748,962 -
Other non-current assets 13,100 15,065
608,923,368 592,130,207
Current assets
Inventories 10 3,152,484 2,692,270
Trade and other accounts receivable 11 6,197,900 5,194,119
Advances to suppliers 12 373,858 369,049
Prepayment for income tax 3,489,707 4,486,107
VAT recoverable and other prepaid taxes 13 3,027,649 1,016,750
Other current assets 14 5,786,633 5,606,478
Bank deposits 15 28,356,520 15,675,618
Cash and cash equivalents 16 36,011,198 64,802,346
86,395,949 99,742,737
Non-current assets held for sale 5 2,848,498 -
89,244,447 99,742,737
Total assets 698,167,815 691,872,944

The accounting policy and explanatory notes on pages 7 through 51 form an integral part
of these separate financial statements.
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Kaz TransQil JSC

Separate financial statements

SEPARATE STATEMENT OF FINANCIAL POSITION (continued)

31 December

31 December

In thousands of Tenge Notes 2017 2016
Equity and liabilities
Equity
Share capital 18 61,937,567 61,937,567
Treasury shares repurchased from shareholders 18 (9,549) (9,549)
Asset revaluation reserve 182,956,116 192,430,443
Other capital reserves 18 (622,717} (695,324)
Retained earnings 304,506,370 296,909,328
Total equity 548,767,787 550,572,465
Non-current liabilities
Employee benefit liabilities 19 12,740,751 11,994,599
Deferred tax liabilities 32 63,299,288 61,032,546
Provision for asset retirement and land recultivation obligation 23 15,347,322 15,022,086
Deferred income 3,655 -
91,391,016 88,049,231
Current liabilities
Employee benefit liabilities 19 600,175 543,418
Trade and other accounts payable 20 16,725,180 14,836,869
Advances received 21 17,915,831 16,189,798
Other taxes payable 22 1,224,538 976,530
Provisions 23 41,125 41,125
Other current liabilities 24 21,502,163 20,663,508
= N 58,009,012 53,251,248
Total liabilities 149,400,028 141,300,479
Total equity and liabilities 698,167,815 691,872,944
Book value per ordinary share (in Tenge) 18 1,423 1,428

Signed and approved for issue on 16 March 2018.

Acting General Director

Chiel Accountant

The accounting policy and explanatory notes on pages 7 through 51 form an integral part
of these separate financial statements.
2
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KazTransQil JSC

SEPARATE STATEMENT OF COMPREHENSIVE INCOME

Separate financial statements

For the years ended 31 December

In thousands of Tenge Notes 2017 2016
Revenue 25 208,606,879 191,869,628
Cost of sales 26 (134,081,624) (118,701,922)
Gross profit 74,525,255 73,167,706
General and administrative expenses 27 (12,037,532) (11,075,450)
Other operating income 28 2,397,469 2,883,115
Other operating expenses 29 (949,795) (124,211)
Impairment of property, plant and equipment, net 5 (37,682) (9,197,852)
Operating profit 63,897,715 55,653,308
Net foreign exchange loss (597,171) (1,438,984)
Dividends income - 1,487,160
Finance income 30 4,869,730 6,116,405
Finance costs 31 (3,082,198) (2,448,901)
Impairment of long-term investments held to maturity i 17 (3,639,607) =
Profit before income tax 61,448,469 59,368,988
Income tax expense 32 (15,793,678) (12,525,227)
Net profit for the year 45,654,791 46,843,761
Earnings per share (in Tenge) 18 119 122
Other comprehensive income
Other comprehensive income/(loss) not to be reclassified to
profit or loss in subsequent events
Actuarial gain from employee benefit liabilities of the Company 19 279,191 3,897,890
Income tax effect 32 (55,838) (779,578)
223,353 3,118,312
Revaluation of property, plant and equipment, net 5 15,136,760 128,621,077
Income tax effect 32 (3,027,352) (25,724,217)
12,109,408 102,896,860
(Charge)/reversal of provision for asset retirement and land
recultivation obligation 23 (30,162) 6,886,484
Income tax effect 32 6,033 (1.377.295)
o (24,129) 5,509,189
Write-off of deferred tax assets on employee benefit liabilities 18, 32 (150,746) =
(150,746) =
Total other comprehensive income not to be reclassified to
profit or loss in subsequent periods, net 12,157,886 111,524,361
Total other comprehensive income for the year, net of tax 12,157,886 111,524,361
Total comprehensive income for the year, net of tax 57,812,677 158,368,122

Signed and approved for issue on 16 March 2018.

Acting General Director

Chiel Accountant

The accounting policy and explanatory notes on pages 7 through 51 form an integral part
of these separate financial statements.
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Sarmagambdtdva M.K.



















































































































































