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Report on Review of Interim Financial Information
To the Shareholders of KazTransQil JSC

Introduction

We have reviewed the accompanying interim condensed consolidated financial statements of
KazTransOil JSC and its subsidiaries, which comprise the interim consolidated statement of financial
position as at 31 March 2018 and the related interim consolidated statements of comprehensive
income, changes in equity and cash flows for the three-month period then ended, and selected
explanatory notes (interim financial information). Management is responsible for the preparation
and presentation of this interim financial information in accordance with |AS 34, Interim Financial
Reporting. Our responsibility is to express a conclusion on this interim financial information based on
our review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements 2410,
Review of Interim Financial Information Performed by the Independent Auditor of the Entity. A
review of interim financial information consists of making inquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware of

all significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.

A member firm of Ernst & Young Global Limited
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Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim financial information of KazTransOil JSC and its subsidiaries is not prepared,
in all material respects, in accordance with |AS 34, Interim Financial Reporting.

Gulmira Turmaga
Auditor / General dixgz
Ernst and Young LLP

Auditor qualification certificate No. 0000374 State audit license for audit activities on the

dated 21 February 1598 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

25 May 2018

A mmember firm of Ernst & Young Global Limited



KazTransOil JSC

INTERIM CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Interim condensed consolidated financial statements

31 March 31 December
2018 2017
In thousands of Tenge Note (unaudited) (audited)
Assets
Non-current assets
Property, plant and equipment 3 641,206,860 619,260,520
Intangible assets 4 6,696,981 6,545,801
Investments in joint ventures 5 36,927,578 31,736,986
Advances to suppliers for property, plant and equipment 6 687,907 295,842
Long-term accounts receivable 68,755 71,783
Bank deposits 12 3,550,328 3,948,692
Investments in bonds 748,962 748,962
Other non-current assets 12,821 13,100
689,900,192 662,621,686
Current assets
Inventories 7 4,692,085 4,068,718
Trade and other accounts receivable 8 5,243,566 7,067,133
Advances to suppliers 9 2,941,130 504,796
Prepayment for income tax 4,939,745 3,489,707
VAT recoverable and other prepaid taxes 10 7,680,551 8,542,998
Other current assets 11 2,866,445 5,856,422
Bank deposits 12 20,543,553 28,356,520
Cash and cash equivalents 13 54,911,635 40,870,527
103,818,710 98,756,821
Non-current assets held for sale 2,842,913 2,848,498
106,661,623 101,605,319
Total assets 796,561,815 764,227,005

The accounting policy and explanatory notes on pages 8 through 35 form

an integral part of these interim condensed consolidated financial statements.
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KazTransQil JSC

Interim condensed consolidated financial statements

INTERIM CONSOLIDATED STATEMENT OF FINANCIAL POSITION (continued)

31 March 31 December
2018 2017

In thousands of Tenge Note (unaudited) (audited)
Equity and liabilities
Equity
Share capital 14 61,937,567 61,937,567
Treasury shares repurchased from shareholders (9,549) (9,549)
Asset revaluation reserve 14 243,287,004 226,395,595
Foreign currency translation reserve 14 32,217,525 33,068,230
Other capital reserves 14 (623,415) (623,415)
Retained earnings 300,829,222 278,922,619
Total equity 637,638,354 599,691,047
Non-current liabilities
Employee benefit liabilities 15 12,960,181 12,740,751
Deferred tax liabilities 29 68,885,430 63,123,255
Provision for asset retirement and land recultivation obligation 20 15,405,199 15347 322
Deferred income 16 7,130,902 7,498,361

104,381,712 98,709,689
Current liabilities
Employee benefit liabilities 15 600,500 600,175
Income tax payable 1,142,733 1,119,287
Trade and other accounts payable 17 10,107,099 17,612,359
Advances received 18 18,761,703 18,197,647
Other taxes payable 19 5,423,981 5,565,433
Provisions 20 340,336 223,242
Other current liabilities 21 18,165,397 22,508,126

54,541,749 65,826,269

Total liabilities 158,923,461 164,535,958
Total equity and liabilities 796,561,815 764,227,005
Book value per ordinary share (in Tenge) 14 1,640 1,542

Signed and approved for issue on 25 May 2018.

General Director

Acting Chief Accountant

Akhmedina A.S.

The accounting policy and explanatory notes on pages 8 through 35 form

an integral part of these interim condensed consolidated financial statements.
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KazTransQil JSC Interim condensed consolidated financial statements

INTERIM CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the three months
ended 31 March (unaudited)

In thousands of Tenge Note 2018 2017

Revenue 22 52,343,028 53,950,148
Cost of sales 23 (34,134,213) (33,986,504)
Gross profit 18,208,815 19,963,644
General and administrative expenses 24 (3,361,256) (3,240,884)
Other operating income 25 299,512 508,349
Other operating expenses 26 (169,128) (438,046)
Operating profit 14,977,943 16,883,063
Net foreign exchange loss (826,669) (1,555,248)
Finance income 27 754,240 1,354,819
Finance costs 28 (611,742) (595,531)
Share in income of joint ventures 5 5,338,852 6,065,603
Profit before income tax 19,632,624 22,152,706
Income tax expense 29 (3,516,321) (5,031,254)
Net profit for the period 16,116,303 17,121,452
Earnings per share (in Tenge) 14 42 45

The accounting policy and explanatory notes on pages 8 through 35 form
an integral part of these interim condensed consolidated financial statements.

-
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KazTransQil JSC Interim condensed consolidated financial statements

INTERIM CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (continued)

For the three months
ended 31 March (unaudited)

In thousands of Tenge Note 2018 2017

Other comprehensive income/(loss)
Other comprehensive loss to be reclassified to profit or loss in

subsequent periods
Exchange difference from translation of foreign companies of

the Group (850,705) (1,786,854)
Total other comprehensive loss to be reclassified to profit or

loss in subsequent periods, net (850,705) (1,786,854)

Other comprehensive income/(loss) not to be reclassified to
profit or loss in subsequent periods
Revaluation/(impairment) of property, plant and equipment of the

Group 3 28,507,189 (2,569)
Income tax effect 29 (5,701,438) 514
22,805,751 (2,055)
Reversal of provision for asset retirement and land recultivation
obligation of the Group 20 105,862 264,320
Income tax effect 29 (21,172) (52,864)
84,690 211,456
(Charge)/reversal of provision for asset retirement and land
recultivation obligation of the joint ventures (180,238) 409,957
Income tax effect 36,048 (81,991)
4] (144,190) 327,966
Write-off deferred tax assets on employee benefit liabilities - (150,746)
29 - (150,746)
Total other comprehensive income not to be reclassified to
profit or loss in subsequent periods, net 22,746,251 386,621
Total other comprehensive incomel(loss) for the period,
net of tax 21,895,546 (1,400,233)
Total comprehensive income for the period, net of tax 38,011,849 15,721,219

Signed and approved for issue on 25 May 2018.

General Director

Acting Chief Accountant

Akhmedina A.S.

The accounting policy and explanatory notes on pages 8 through 35 form
an integral part of these interim condensed consolidated financial statements.
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KazTransQil JSC Interim condensed consolidated financial statements

INTERIM CONSOLIDATED STATEMENT OF CASH FLOWS

For the three months
ended 31 March (unaudited)

In thousands of Tenge Note 2018 2017

Cash flows from operating activities

Profit before income tax 19,632,624 22,152,706
Non-cash adjustment to reconcile profit before tax to net cash

flows:
Depreciation and amortization 23,24 13,116,895 12,380,421
Charge of allowance for doubtful debts, net 24 125,749 24,098
Share in income of joint ventures 5 (5,338,852) (6,065,603)
Finance costs 28 611,742 595,531
Finance income 27 (754,240) (1,354,819)
Employee benefits, current service costs 15 126,412 280,006
Loss on disposal of property, plant and equipment, net 26 6,985 403,837
Gain from sale of inventory, net - (20,895)
Income from write-off of accounts payable (23,267) =
Change in estimates on asset retirement and land recultivation

obligation 20 (172,438) (277,961)
Unrealized foreign exchange loss 937,914 1,824,778
Chargel/(reversal) of other reserves 126,675 (79)
Others (599) 136
Operating cash flows before working capital changes 28,395,600 29,942,156
(Increase)/decrease in operating assets
Inventories (836,307) (123,326)
Trade and other accounts receivable 1,504,312 (2,393,971)
Advances to suppliers (2,440,301) (1,595,176)
VAT recoverable and other prepaid taxes (184,420) (1,040,584)
Other current assets 2,990,666 (1,285,625)
Increasel/(decrease) in operating liabilities
Trade and other accounts payable (182,533) 437,734
Advances received 580,036 (581,699)
Other taxes payable (99,574) 1,512,653
Other current and non-current liabilities and employee benefit

liabilities (4,503,675) (3,512,749)
Cash generated from operating activities 25,223,804 21,359,413
Income taxes paid (4,759,800) (5,268,434)
Interest received 927,251 1,244,368
Net cash flows from operating activities 21,391,255 17,335,347

The accounting policy and explanatory notes on pages 8 through 35 form
an integral part of these interim condensed consolidated financial statements.
5



KazTransQil JSC Interim condensed consolidated financial statements

INTERIM CONSOLIDATED STATEMENT OF CASH FLOWS (continued)

For the three months
ended 31 March (unaudited)

in thausands of Tenge Note 2018 2017

Cash flows from investing activities

Withdrawal of bank deposits 10,370,016 5,083,078
Placement of bank deposits (3,201,000) (14,546,732)
Purchase of property, plant and equipment (14,260,684) (12,655,924)
Purchase of intangible assets (4,729) (23,005)
Net cash flows used in investing activities (7,096,397) (22,142,583)
Cash flows from financing activities =5 =i

Net cash flows used in financing activities - =

Net foreign exchange difference (253,750) (618,248)
Net change in cash and cash equivalents 14,041,108 (5,425,484)
Cash and cash equivalents at the beginning of the period 40,870,527 69,294,429
Cash and cash equivalents at the end of the period 13 54,911,635 63,868,945

Signed and approved for issue on 25 May 2018.

General Director

Acting Chief Accountant

Akhmedina A.S.

The accounting policy and explanatory notes on pages 8 through 35 form

an integral part of these interim condensed consolidated financial statements.
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KazTransOil JSC

INTERIM CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Interim condensed consolidated financial statements

Treasury
shares Foreign
repurchased Asset currency Other
Share from revaluation translation capital Retained

In thousands of Tenge capital shareholders reserve reserve reserves earnings Total
As at 31 December 2017 (audited) 61,937,567 (9,549) 226,395,595 33,068,230 (623,415) 278,922,619 599,691,047
Adjustments due to change in accounting policy

(Notes 5, 8 and 12, 13) - - - = - (64,542) (64,542)
Profit for the period - - - - - 16,116,303 16,116,303
Other comprehensive income/(loss) - = 22,746,251 (850,705) - = 21,895,546
Total comprehensive income/(loss) for the period - - 22,746,251 (850,705) - 16,051,761 37,947,307
Depreciation transfer of revalued property, plant and

equipment = = (5,854,842) = = 5,854,842 =
As at 31 March 2018 (unaudited) 61,937,567 (9,549) 243,287,004 32,217,525 (623,415) 300,829,222 637,638,354
As at 31 December 2016 (audited) 61,937,567 (9,549) 230,346,658 32,918,111 (695,389) 263,477,884 587,975,282
Profit for the period - - - - - 17,121,452 17,121,452
Other comprehensive income/(loss) - — 537,367 (1,786,854) (150,746) - (1,400,233)
Total comprehensive income/(loss) for the period - - 537,367 (1,786,854) (150,746) 17,121,452 15,721,219
Depreciation transfer of revalued property, plant and

equipment - - (6,274,603) - - 6,274,603 -
As at 31 March 2017 (unaudited) 61,937,567 (9,549) 224,609,422 31,131,257 (846,135) 286,873,939 603,696,501

Signed and approved for issue on 25 May 2018.

General Director

Acting Chief Accountant

Akhmedina A.S.

The accounting policy and explanatory notes on pages 8 through 35 form an integral part of these interim condensed consolidated financial statements.
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KazTransOil JSC Interim condensed consolidated financial statements

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

For the three months ended 31 March 2018

1. GENERAL INFORMATION

On 2 May 2001, the Government of the Republic of Kazakhstan issued a resolution to create a new closed joint stock
company National Company “Transportation of OQil and Gas” (hereinafter — “TNG”’) owned by the Government. Based
on that resolution, the Committee for State Property and Privatization of the Ministry of Finance of the Republic of
Kazakhstan transferred the “KazTransOil NOTC” CJSC shares to TNG, and, as a result, “KazTransOil NOTC” CJSC
was re-registered and renamed “KazTransQil” Closed Joint Stock Company.

On 31 May 2004, in accordance with the requirements of Kazakhstani legislation, Closed Joint Stock Company
“KazTransOil” was re-registered as “KazTransQil” Joint Stock Company (hereinafter — “Company™).

As at 31 March 2018 10% of shares of the Company are owned by minority shareholders who acquired them within the
“People’s IPO” program. The major shareholder of the Company, who owns the controlling interest of the Company
(90%) is National Company “KazMunayGas™ JSC (hereinafter “KMG” or “Parent Company™). 90% of KMG shares are
owned by Sovereign Wealth Fund “Samruk-Kazyna” JSC (hereinafter — “Samruk-Kazyna™), controlled by the
Government of the Republic of Kazakhstan. 10% of KMG shares are owned by the National Bank of the Republic of
Kazakhstan.

As at 31 March 2018 and 31 December 2017 the Company had interest ownership in the following companies:

Ownership
Place of 31 March 31 December
incorporation Principal activities 2018 2017
NWPC “MunaiTas”
JSC (hereinafter
“MunaiTas") Kazakhstan Qil transportation 51% 51%
“Kazakhstan-China
Pipeline” LLP
(hereinafter "KCP") Kazakhstan Oil transportation 50% 50%
“Batumi Qil Terminal Forwarding, transshipment and storage
(hereinafter of oil and oil products and operating of
“‘BOT"y* Georgia Batumi Sea Port 100% 100%
“Petrotrans Limited” United Arab
(hereinafter “PTL"}  Emirates Forwarding of oil and oil products 100% 100%
“Main Waterline “
LLP Kazakhstan Water transportation 100% 100%

*  BOT has the exclusive right 1o manage 100% of the shares of “Batumi Sea Port” LLC (hereinafter — “BSP”).

The Company and its subsidiaries are hereinafter referred to as the “Group”.

The Company’s head office is located in Astana, Kazakhstan, at 20 Turan Avenue. The Company has a branch, which is
located in Almaty (Research and Development Centre) and representative offices in the Russian Federation (Omsk and
Samara).

The Group operates network of main oil pipelines of 5,377 km and water pipelines of 1,975 km. Also the Group is engaged
in storage, loading, transshipment and transfer of crude oil to other related pipeline systems. Group’s joint ventures
MunaiTas and KCP own Kenkiyak-Atyrau, Kenkiyak-Kumkol, and Atasu-Alashankou pipelines mainly used for
transportation of Kazakhstani crude oil, and also for transit of Russian oil to China.

The Company is a natural monopolist and, respectively, is subject to regulation of the Committee on Regulation of Natural
Monopolies, Protection of Competition and Consumer rights of the Ministry of National Economy of the Republic of
Kazakhstan (hereinafter — “CRNMPCandCR”). CRNMPCandCR is responsible for approving the methodology for
calculating the tariff and tariff rates, which serve as a base for receiving major part of the Group’s revenue in domestic
market of the Republic of Kazakhstan.

On 18 May 2015 amendments to the Law of the Republic of Kazakhstan On Natural Monopolies and Regulated Markets
came into force. According to the amendments transit of crude oil through the pipelines on the territory of the Republic
of Kazakhstan and export from the Republic of Kazakhstan is excluded from the regulation of natural monopolies.



KazTransQOil JSC Interim condensed consolidated financial statements

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(continued)

1. GENERAL INFORMATION (continued)

From 1 October 2015 order of CRNMPCandCR dated 21 August 2015 approved the maximum tariffs for pumping oil
on the domestic market for 2015-2019 in the amount of:

. In 2015 — 3,225.04 Tenge per ton for 1,000 kilometers without VAT;
. In 2016 — 3,547.46 Tenge per ton for 1,000 kilometers without VAT
. In 2017 — 3,902.13 Tenge per ton for 1,000 kilometers without VAT;
. In 2018 —4,292.40 Tenge per ton for 1,000 kilometers without VAT*;
. In 2019 - 4,721.72 Tenge per ton for 1,000 kilometers without VAT,
* The rate came into effect on 1 January 2018.

Starting from 1 April 2014 tariffs for pumping oil on the export from the Republic of Kazakhstan equals to
5,817.20 Tenge per ton for 1,000 kilometers without VAT,

Tariff for pumping oil for transit through Kazakhstani part of main oil pipeline “Tuymazy-Omsk-Novosibirsk-2" is
1,727.10 Tenge per ton for 1,000 kilometers.

Tariff for transportation of Russian oil through the territory of Kazakhstan to the People’s Republic of China on the
route border of Russian Federation-border of Republic of Kazakhstan (Priirtyshsk)-Atasu (Republic of Kazakhstan) —
Alashankou (People’s Republic of China) is 3.11 US dollars per ton (in Priirtyshsk-Atasu sector).

Tariffs for transportation of Russian oil to Republic of Uzbekistan through the territory of Republic of Kazakhstan is
25.12 US dollars per ton.

In general, tariff rates are based on the cost of capital return on operating assets. In accordance with the legislation of
the Republic of Kazakhstan on regulation of natural monopolies, tariff rates cannot be lower than the expenditures
required to provide services, and should provide for entity’s profitability at the level ensuring effective functioning of
a natural monopoly.

In accordance with the Law of the Republic of Kazakhstan On Natural Monopolies, the Company, as a subject of
natural monopolies, within the approved maximum tariffs for 2015-2019, has an obligation to execute an investment
program aimed at capital construction/reconstruction/overhaul/diagnostics of production facilities for 2015-2019
(approved by the joint order of the Ministry of Energy of the Republic of Kazakhstan No. 68 from 27 February 2018
and the CRNMPCandCR No. 43-OD from 23 February 2018), in the total amount of 191 billion Tenge including;

. 2015 — 57.1 billion Tenge, including on the domestic market — 18.4 billion Tenge;
. 2016 — 38.4 billion Tenge, including on the domestic market — 12.5 billion Tenge;
. 2017 - 37.09 billion Tenge, including on the domestic market — 11.7 billion Tenge;
. 2018 - 37.09 billion Tenge, including on the domestic market — 11.5 billion Tenge;
. 2019 —21.36 billion Tenge, including on the domestic market — 6.6 billion Tenge.

In accordance with the above-mentioned law for failure to implementation the actions with the approved investment
program, CRNMPCandCR has to apply a compensating tariff from the moment of making a decision on its application.
In this regard, the Company in accordance with paragraph 10 of Article 15-3 of the Law “On Natural Monopolies”,
made an adjustment in the part of 2017-2018, taking into account the postponement of the implementation of the
investment program activities from 2017 to 2018. Based on the requirements of paragraph 7-5 of Article 7 of the Law
“On Natural Monopolies”, the Company prepared a report on the implementation of the Investment Program for 2017,

The actual implementation of the investment program as at 31 March 2018 is as follows:
» 2015 — 70.5 billion Tenge;

. 2016 — 37.8 billion Tenge;

) 2017 — 37.3 billion Tenge*;

. 2018 — 5 billion Tenge (the main execution will be performed till the end of 2018).

* The change in the level of execution in 2017 is due to the adjustment of the investment program and inclusion of
events not previously included in the investment program.



KazTransOil JSC Interim condensed consolidated financial statements

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(continued)

1. GENERAL INFORMATION (continued)

It is expected that the activities of the approved investment program will be implemented in full by the company during
5 years period in the order established by law.

These interim condensed consolidated financial statements were approved by internal audit committee and signed by
the General Director and the Acting chief Accountant on 25 May 2018.

2. BASIS OF PREPARATION AND CHANGES IN ACCOUNTING POLICIES

Basis of preparation

These interim condensed consolidated financial statements for the three months ended 31 March 2018 have been prepared
in accordance with International Financial Reporting Standards (hereafter —“IFRS”) 1AS 34 Interim Financial Reporting.

These interim condensed consolidated financial statements have been prepared on a historical cost basis, except for
property, plant and equipment which are stated at revalued amounts and other items described in the accounting policies
and notes to these interim condensed consolidated financial statements.

Interim condensed consolidated financial statements do not include all information and disclosures required for annual
financial statements and should be read in conjunction with the Group’s annual financial statements for the year ended
31 December 2017.

The interim condensed consolidated financial statements are presented in Tenge and all values are rounded to the nearest
thousand, except for the book value of ordinary shares, earnings per share and when otherwise indicated. Each entity in
the Group determines its own functional currency and items included in the financial statements of each entity are
measured using that functional currency. Functional currency of the Company, “Main Waterline” LLP and the joint
ventures MunaiTas and KCP is Tenge. Functional currency of PTL and BOT is US Dollar, functional currency of BSP is
Georgian Lari.

New and amended standards and interpretations applied by the Group

The accounting policies adopted in the preparation of the interim condensed consolidated financial statements are
consistent with those followed in the preparation of the Group’s annual consolidated financial statements for the year
ended 31 December 2017, except for the adoption of new standards and interpretations effective as of 1 January 2018.
The Group has not early adopted any other standard, interpretation or amendment that has been issued but is not yet
effective.

Some amendments are applied for the first time in 2018. The nature and the impact of each new standard and amendment
are described below:

The Group applies, for the first time, IFRS 15 Revenue from Contracts with Customers and IFRS 9 Financial Instruments
that require restatement of previous financial statements. As required by 1AS 34, the nature and effect of these changes
are disclosed below.

1FRS 15 Revenue from Contracts with Customers

IFRS 15 supersedes 1AS 11 Construction Contracts, 1AS 18 Revenue and related Interpretations and it applies to all
revenue arising from contracts with customers, unless those contracts are in the scope of other standards. The new standard
establishes a five-step model to account for revenue arising from contracts with customers. Under IFRS 15, revenue is
recognised at an amount that reflects the consideration to which an entity expects to be entitled in exchange for transferring
goods or services to a customer.

The standard requires entities to exercise judgement, taking into consideration all of the relevant facts and circumstances
when applying each step of the model to contracts with their customers. The standard also specifies the accounting for
the incremental costs of obtaining a contract and the costs directly related to fulfilling a contract.

The Group adopted the new standard on the required effective date using the modified retrospective method to not
completed contracts at the date of initial application in its interim condensed consolidated financial statements. During
2017, the Group performed a detailed analysis of the effects of IFRS 15, which showed absence of impact on the financial
position and results of the Group.

The Group's activities mainly relates to the transportation of oil through main pipelines on the territory of the Republic
of Kazakhstan, as well as with the transshipment of oil and oil products in Georgia.

10



KazTransQil JSC Interim condensed consolidated financial statements

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(continued)

2. BASIS OF PREPARATION AND CHANGES IN ACCOUNTING POLICIES (continued)
New and amended standards and interpretations applied by the Group (continued)
IFRS 15 Revenue from Contracts with Customers (continued)

(a)  Rendering of services

The Group fulfills the obligation to execute on a monthly basis and recognizes the proceeds from the provision of oil
transportation services, transport expedition of oil and other related services, based on the actual volume of services
rendered. The obligation to perform transshipment of oil and oil products in Georgia is also performed on a monthly
basis and the revenue from the provision of services is recognized on the basis of actual volumes of services rendered.

Revenues from pipeline operation and maintenance services are recognized over time, as the buyer simultaneously
receives and benefits from the performance of the Group's contractual obligations. Application of IFRS 15 to service
contracts does not affect the Group's revenue and profit or loss.

(b)  Presentation and disclosure requirements

As required for the interim condensed consolidated financial statements, the Group disaggregated revenue recognised
from contracts with customers in to categories that depict how the nature, amount, timing and uncertainty of revenue
and cash flows are affected by economic factors. Disclosure of disaggregated revenue is discussed in Noze 22.

IFRS 9 Financial Instruments

IERS 9 Financial Instruments replaces 1AS 39 Financial Instruments: Recognition and Measurement for annual periods
beginning on or after 1 January 2018, bringing together all three aspects of the accounting for financial instruments:
classification and measurement; impairment; and hedge accounting.

With the exception of hedge accounting, which will be applied prospectively, the Group has applied IFRS 9
retrospectively, with the initial application date of 1 January 2018. The management of the Group decided not to restate
the comparative information for the period beginning 1 January 2017, hence:

. the comparative information on financial assets and liabilities is disclosed in accordance with classification and
measurement requirements of IAS 39 (Notes 8, 12, 13 and 17);

. the adjustment to the opening balance of retained earnings as at 1 January 2018 is recognized in the consolidated
statement of changes in equity for the three months ended 31 March 2018. The information on this adjustment is
disclosed as follows:

In thousands of Tenge Adjustments 1 January 2018
Assets

Non-current assets

Investments in joint ventures (c) (4,070)
Bank deposits (b) (31,251)
Total non-current asstes (35,321)
Current assets

Trade and other accounts receivable (b) (27,623)
Bank deposits (b) (264)
Cash and cash equivalents (b) (1,334)
Total current assets (29,221)
Total assets (64,542)
Equity

Retained earnings (b), (¢) (64,542)

Total equity (64,542)




KazTransQil JSC Interim condensed consolidated financial statements

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(continued)

2. BASIS OF PREPARATION AND CHANGES IN ACCOUNTING POLICIES (continued)
New and amended standards and interpretations applied by the Group (continued)
IFRS 9 Financial Instruments (continued)

(a)  Classification and measurement

Under IFRS 9, the Group initially measures financial assets at fair value plus, in the case of financial assets not at fair
value through profit or loss, transaction costs.

Under IFRS 9, debt financial instruments are subsequently measured at fair value through profit or loss (FVPL), at
amortised cost or at fair value through other comprehensive income (FVOCI). The classification depends on two criteria:
the business model used by the Group to manage financial assets; and whether the contractual cash flows for financial
instruments are “solely payments of principal and interest on the outstanding principal amount”.

Under the new requirements, the Group classifies and measures debt financial assets as follows:

. Debt instruments at amortised cost for financial assets that are held within a business model with the objective to
hold the financial assets in order to collect contractual cash flows that are solely payments of principal and interest
on the outstanding principal amount of the debt. The Group includes in this category trade and other receivables
and funds in credit institutions (bank deposits, cash and cash equivalents), The Group analysed the characteristics
of contractual cash flows of these instruments and concluded that they meet the criteria for amortised cost
measurement under [FRS 9. Therefore, reclassification of these instruments is not required.

. Financial assets at fair value through profit or loss include debt instrument that are not held within a business
model whose objective is either to collect contractual cash flows or to both collect contractual cash flows and sell,
and the cash flows characteristics are not solely payments of the principal and interest on the outstanding principal
amount of the debt. The Group includes bonds of “Special financial company DSFK* LLP to this category. Under
IAS 39, these financial assets of the Group were classified as held-to-maturity investments. However, the change
in the classification starting from | January 2018 has no impact on book value of bonds at the beginning of the
year, as the bonds were acquired at the end of December 2017 and were measured at fair value on initial
recognition, and accordingly, an adjustment to retained earnings at the beginning of the period is not required.
Management believes that as at 1 January 2018, the fair value of these financial assets also remained unchanged.

The assessment of the Group's business model was made as of the date of initial application, 1 January 2018, and then
applied retrospectively to those financial assets that were not derecognized before 1 January 2018. The assessment of
whether contractual cash flows on debt instruments are solely comprised of principal and interest was made based on the
facts and circumstances as at the initial recognition of these assets.

The accounting for the Group's financial liabilities remains largely the same as it was under 1AS 39. Similar to the
requirements of IAS 39, IFRS 9 requires contingent liabilities to be treated as financial instruments measured at fair value,
with the changes in fair value recognised in the consolidated statement of comprehensive income.

(b)  Impairment

The adoption of IFRS 9 has fundamentally changed the Group’s accounting for impairment losses for financial assets by
replacing 1AS 39’s incurred loss approach with a forward-looking expected credit loss (ECL) approach.

IFRS 9 requires the Group to record an allowance for ECLs for all loans and other debt financial assets not held at FVPL.

ECLs are based on the difference between the contractual cash flows due in accordance with the contract and all the cash
flows that the Group expects to receive. ECL is discounted at a rate approximately equal to the original effective interest
rate for a similar instrument with a similar credit rating,

For trade and other receivables, the Group has applied the standard’s simplified approach and has calculated ECLs based
on lifetime ECLs of these financial instruments. The Group used a provision model developed for the group of companies
of NC “KazMunayGas” JSC, that is prepared taking into account Group’s historical credit losses experience, adjusted for
forward-looking factors specific to debtors and economic environment.

For funds in credit institutions (bank deposits, cash and cash equivalents ), investments in bonds, the Group calculated
ECLs based on the 12-month ECL. The 12-month ECL is the portion of lifetime ECLs that results from default events on
a financial instrument that are possible within 12 months after the reporting date. However, when there has been a
significant increase in credit risk since origination, the allowance will be based on the lifetime ECL.
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