Strategic Overview

Interview with Abat Nurseitov,
the Chief Executive Officer
2014 was a jubilee year for KMG EP. What
would you say are the major results of the
decade?
>LL_WLYPLUJLKTHU`\WZHUKKV^UZK\YPUN[OLÄYZ[
decade after creating the Company and taking it to IPO
PU3VUKVUHUK2HaHROZ[HU>LZPNUPÄJHU[S`PUJYLHZLKV\Y
portfolio of producing and exploration assets and created
a corporate governance framework in compliance with
international standards, thereby protecting the rights
VMTPUVYP[`ZOHYLOVSKLYZ24.,7^HZVULVM[OLÄYZ[
Kazakhstan oil companies to implement corporate
management principles that conform to global best practice.
;OL*VTWHU`^HZHSZVVULVM[OLÄYZ[PU2HaHROZ[HU[V
implement the practice of signing collective employment
contracts with employees.
Over the past ten years we have been one of Kazakhstan’s
major taxpayers. Between 2004 and 2014 KMG EP paid over
2.7 trillion tenge (approx. US$ 19 billion) to the government and
approximately 570 billion tenge (US$ 4.0 billion) in dividends to
our shareholders. Approximately 60% of dividends go to the
majority shareholder, state-owned NC KMG.

Abat Nurseitov
*OPLM,_LJ\[P]L6ѝJLYVM24.,7
KazMunaiGas Exploration
Production JSC

Each year, the Company
faces new challenges.
However even in a
complex, dynamic environment
we aim to keep on meeting our
obligations to our shareholders
and employees”

In the ten years since its formation, KMG EP has provided over
47 billion tenge in funding to social projects. This money has
been used to build schools, kindergartens, healthcare facilities,
WSH`NYV\UKZZWVY[ZJS\IZJ\S[\YHSHUKÄ[ULZZJLU[YLZ
a youth camp in Kendirly on the bank of Caspian Sea, and
other socially important facilities.
Each year, the Company faces new challenges. However
even in a complex, dynamic environment we aim to keep on
meeting our obligations to our shareholders and employees.
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Over the past several years KMG EP’s social
policy has remained one of the Company’s
priorities. Is this still crucial for management?

Which were the most complex challenges
of 2014?
Last year was rich in important events which materially
HќLJ[LK[OLJVUKP[PVUZHUKLU]PYVUTLU[PU^OPJO[OL
Company operates. In February 2014, the national currency
was devalued. We successfully maintained the planned level
of capital investments despite the fact that 20-30% of our
capital investments are pegged to foreign currencies. Other
macroeconomic events included an increase in transportation
[HYPќZHUK[OLYH[LVM,_WVY[*\Z[VTZ+\[`7H`YVSSJVZ[Z
increased as a result of the devaluation of the tenge and the
PTWSLTLU[H[PVUVMH<UPÄLK:`Z[LTVM>HNLZ[OYV\NOV\[[OL
KMG group of companies.

A responsible approach to each aspect of activity is the
distinctive feature of our Company. We provide jobs to
a huge team. More than 26,000 people are employed by our
core and joint enterprises in few regions of Kazakhstan. We
THRLL]LY`LќVY[[VMVZ[LYHJVUZ[Y\J[P]LLU]PYVUTLU[MVYHSS
VMV\YZ[HќHUKPU]LZ[ZPNUPÄJHU[M\UKZPU[V[OLSVJHS
communities where our production assets operate.

What are the key operating goals for 2015?

The second half of the year was also marked by the decline
of oil prices in international markets. This has become a
ZLYPV\ZJOHSSLUNLMVY24.,7HZV\YVPSÄLSKZHYLTVZ[S`
mature with high production costs. As a result of the fall in oil
prices, the Company re-estimated recoverable assets and
recognised an impairment loss of 228 billion tenge in the fourth
quarter of 2014.

Maintaining the stability of production and improving
[OLLѝJPLUJ`VM[OLWYVK\J[PVUWYVJLZZHYLVMJV\YZL
V\Y[VWWYPVYP[PLZ>LTHRLZPNUPÄJHU[LќVY[ZPU[OPZYLNHYK
SH`PUN[OLNYV\UK^VYRMVY[OL*VTWHU`»ZM\[\YLÄUHUJPHS
stability. In this respect our Company is also open
to cooperation with foreign partners to implement innovative
technologies.

How did these challenges affect the Company’s
production and ﬁnancial results?

KMG EP is carrying out, and will continue to carry out,
exploration activities aimed at enhancing its existing assets.
We are ready to invest more in geological exploration, in the
L_WLJ[H[PVU[OH[WYVTPZPUNWYVQLJ[Z^PSSILPKLU[PÄLK

Throughout the year, production at our core production
assets was stable and was carried out under the
approved plan. In 2014 the cumulative oil production of OMG
and EMG increased by 1% compared with 2013. The
consolidated production volume of KMG EP, including its
Z[HRLZPUQVPU[]LU[\YLZHUKHѝSPH[LKLU[P[PLZHTV\U[LK[V
12.3 million tonnes of crude oil, nearly equivalent to 2013,
production volumes in spite of a natural production decline at
PKI and KGM.

And, of course, ensuring social stability in our companies and
the regions where we operate is considered a production task.
We intend to continue to work in this direction and apply every
WVZZPISLLќVY[[VLUZ\YLZVJPHSZ[HIPSP[`

5V[^P[OZ[HUKPUNJLY[HPUKPѝJ\S[PLZPU^LOH]LPUP[PH[LK
[YPHSWYVK\J[PVUH[[OL5V]VIVNH[PUZRV`L:,ÄLSKVM[OL3PTHU
)SVJR;OL(RZHPVPSHUKNHZÄLSKWHY[VMV\Y2.4QVPU[
venture, has been commissioned in the Kyzylorda region.
;OLKPZJV]LY`VMUL^VPSYLZLY]LZPU[OL9VaORV]ZRV`LÄLSK
has become a major milestone in our geological prospecting
VWLYH[PVUZ>LWSHU[VZ[HY[WYVK\J[PVUH[[OPZÄLSKPU
The Company plans to carry out a modernisation programme
to ensure that production forecasts are more accurately
estimated and production rates more precisely controlled.
Through the implementation of this modernisation programme,
investors will be better able to measure our successes and
KMG EP will become a more modern company, thereby
also meeting the highest standards of ergonomic operation
in compliance with health and environmental protection
requirements.
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