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MESSAGE FROM JSC NC “KAZMUNAYGAS”
CHAIRMAN & CEO
DEAR PARTNERS AND STAKEHOLDERS!

I am pleased to bring to your attention the
2016 Sustainability Report of the Group
of Companies of JSC NC "KazMunayGas".
Sustainable development in our Company
is one of the strategic goals along with the
growth of long-term value.
"KazMunayGaz" is a vertically integrated oil and gas company and the
national operator for the exploration,
production, refining and transportation
of hydrocarbons and one of the country’s
largest employers.

Chairman of the Board
JSC NC "KazMunayGas"
Sauat Mynbayev

Despite the fact that last year was not
easy for us, as for many other companies
in the oil and gas industry, we were able
to achieve all the 2016 goals and become
stronger and more effective during
the crisis. The volume of hydrocarbon
production in 2016 amounted to 23
million tons.
Also, 2016 was a year of safety culture
strengthening. The commitment of the
Group’s leadership to safety culture has
never been more robust. Over the past 2
years, the overall efforts of all employees
of the Group have achieved excellent
results in reporting on accidents and
incidents, in determining system causes
and taking corrective actions. For the
first time in the history of the Company,
all General Directors of the Group signed
personal HSE plans.
At the same time, the Group’s work on
improving the production efficiency
and products quality is continuing. For
example, as part of the modernization
program for oil refineries, the Atyrau
Refinery in 2016 commissioned facilities
for benzene and paraxylene production,
the basic products for petrochemicals. In
July, the first industrial benzene batch was
exported.
The Pavlodar petrochemical refinery
modernization is aimed primarily at
improving the environmental indicators
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of the fuel by producing European quality
standards petroleum products. Started in
2016, the reconstruction of the existing
hydrocleaning plant of diesel fuel will
allow the plant to obtain diesel fuel of
ecological class K-5 in the nearest future.
Significant
work
was
done
by
KazMunayGaz in the sphere of social
and labor relations. The Council for
the Development of Social Partnership
and the Settlement of Labor Disputes
and Conflicts is working, a unified
labor remuneration system has been
introduced in the “Exploration and
Production” business unit and the project
of “Monitoring Social Climate” has been
launched.
We also strive to improve our
sustainability reporting, we try to make
our report more transparent, intelligible,
complete and thorough for readers among
our stakeholders and partners around
the world. Thus, the report published
in 2016 for the previous period took
3rd place in “Best Sustainability Report”
category by RAEX agency among 137
other Kazakhstani companies. This report
has been prepared in accordance with the
latest GRI Standards.
In 2017, we will continue to develop in
accordance with our strategic priorities,
in order to ensure Kazakhstan’s energy
security while posing new, increasingly
ambitious goals.

Faithfully,
Chairman of the Board
JSC NC “ KazMunayGas“
Sauat Mynbayev

INTERVIEW WITH UZAKBAY KARABALIN,
A MEMBER KMG NC BOARD OF DIRECTORS
system at the national level was initiated,
and we were among the first of SamrukKazyna’s portfolio companies to enter
the
transformation
program.
The
introduction of a new model of corporate
governance, which allows simplification
of the management of production assets,
was a great achievement for us in 2016.
This model envisages the joining of the
National Company’s subholdings to
reduce the administrative burden, the
number of management levels, accelerate
decision-making, to concentrate resources
on the core business and increase the
manageability of the Group.

Member of the Board of Directors
JSC NC "KazMunayGas"
Uzakbay Karabalin

COULD YOU PLEASE DESCRIBE WHAT
SUSTAINABLE DEVELOPMENT MEANS
FOR KMG?

Sustainable development is what guides us
in forming our company’s policies and longterm goals. Even under crisis conditions, as
we faced in the past few years, we have not
changed our commitment to the principles
of sustainability in business. After all, the
environmental care, the value of human
life and the pursuit of economic benefits
are more important than ever before for
maintaining the company’s competitiveness
in the world market.
The main principles of sustainable
development implemented at all levels in
KMG are openness, transparency, ethical
behavior, respect for the interests of all
stakeholders, compliance, respect for
human rights, intolerance to corruption and
conflict of interests, maintenance of social
stability and ecological balance.
HOW HAS SUSTAINABILITY CHANGED

THE CORPORATE STRATEGY OF KMG?

In 2016, under the leadership of the
Samruk-Kazyna Fund, the formation of
a sustainable development management

The issues of sustainable development
were also included in the competence list
of the Management Board, the Board of
Directors, the Strategy and Investments
Committee of the Board of Directors
in 2016, hence, sustainability issues are
considered at the highest level in the
company. It is obvious for us that the
integration of sustainable development
into all processes is an important step
to improving the corporate management
system of KMG. And that is why next year
we will focus on integrating sustainability
into our operations in order to reduce
our risks and increase the level of
productivity. The results of our efforts are
being recognised. For example, in 2016
KazMunayGas Exploration Production JSC
became one of the three leaders in terms
of oil production in Kazakhstan, and by
2018 it is planned to provide Kazakhstan’s
market with 100 % of oil products of KMG
refineries’ own production.
WHAT WAS THE BIGGEST ACHIEVEMENT
IN SUSTAINABLE INVESTMENT IN 2016?

In 2016, we renewed our membership in
the UN Global Compact and thus showing
our voluntary corporate commitments
and our devotion to the ten principles of
the Treaty in the fields of environment,
human rights, anti-corruption and labor
relations.
Throughout the year, we have been very
active in the global initiative of the World
Bank "Zero Routine Flaring by 2030", and

this is our way of showing a sustainable
approach to conducting production
operations. Associated petroleum gas can
be either a pollutant or a valuable raw
material; KMG’s gas processing plants
tackle several problems simultaneously:
minimizing the negative impact on the
environment, using gas for technological
needs while providing the local population
with gas.
In 2016 KazTransGas built at its expense
"Akyrtobe" a booster compressor station
which opened the way for domestic gas
exports to China. Also, the construction
of "300 Aktyubinsk" automated gas
distribution station was completed and
put into operation, this being a unique
project in Central Asia and one of the
most modern compressor stations of the
main Kazakhstan – China gas pipeline. In
various regions of Kazakhstan intensive
work was executed to increase gasification
of cities and the transition of urban
transportation to more environmentally
friendly solutions.
However, it is worth emphasizing that our
people are always our top priority. The
main principle of KMG in carrying out any
production operations is the "continuous
pursuit of "Zero": zero fatalities, zero
production injuries and zero oil spills". We
are bound to acknowledge that we are
not yet satisfied with the results of our
work. In 2016, 7 of our employees lost
their lives. These fatal accidents occurred
despite our ongoing prevention efforts
implemented through the work of our
corporate center and the HSE services
of our subsidiaries. Every person’s life is
valuable and we want to assure the families
of all our workers that we continue every
day to tirelessly strive for the main goal: to
have our people return home safely at the
end of each working day. Each member of
the Board of Directors, as well as every
director of all subsidiaries, is personally
responsible for the safety of work and
the protection of life and health of the
company’s workers. This is our current
and future most important task in the field
of sustainable development.
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ABOUT OUR REPORT
The “National Company “KazMunayGas” (hereafter – KMG,
Group) Sustainability Report presents the performance data of
2016 Company’s non-financial impacts and demonstrates our
commitment to transparent information disclosure.
This report is a short version of Sustainability Report which
has been prepared in accordance with the GRI Standards:
Comprehensive option and the Oil and Gas Sector Disclosures.
KMG is one of the largest state companies that provides jobs
for approximately 90,000 employees across the country, being
one of the largest employer of the country. We understand our

role as a key player in the economic and social development of
Kazakhstan. Therefore, we report our performance covering all
dimensions of sustainable development for greater transparency
and accountability.
The Sustainability Report of KMG is approved by the Board of
Directors and brought to the attention of Stakeholders through
different channels of communication, such as publishing on
a company web-site and distribution of printed editions. This
report has not undergone external verification but the report
was submitted for the GRI Materiality Disclosures Service, and
GRI confirmed the correctness of the locations of the materiality
disclosures GRI 102-40 to 102-49.

http://www.kmg.kz/upload/reports/
susdevelop_report_2016_en.pdf

The full version of the Report
is available on our corporate
website.
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GRI STANDARDS CONTENT INDEX
GRI Standard
GRI 101 Foundation 2016
General Disclosures
GRI 102 General Disclosures
2016
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ABOUT KMG

MISSION, VISION, VALUES

THE CORPORATE GOVERNANCE

The mission of KMG is ensuring maximum benefits for the
RoK from participation in development of the national oil and
gas industry. We also aim to increase the financial value and
investment efficiency as well as to ensure high quality products
and services through incorporation of sustainable practices in
KMG.

KMG consists of 213 organizations that shape the KMG Group,
which was founded in 2002. The founder of KMG is the
Government of the Republic of Kazakhstan (RoK) represented by
the Committee for State Property and Privatization of the Ministry
of Finance. KMG shareholders are JSC Sovereign Wealth Fund
"Samruk-Kazyna" (hereafter – Fund) (90 %) and the National Bank
of the RoK (10 %).
The corporate governance structure of the Group is under
constant improvement. KMG Board of Directors (BoD)
determines the priority directions of the KMG’s development
and governs the organization by setting the strategic objectives
taking into account recommendations of the BoD Committees.
The BoD Committees, where the Chairmen’s are exclusively
independent directors, assist the BoD with the recommendations
on the most complex and significant economic, environmental
and social matters. The information on the activities of the KMG
BoD Committees is published annually on the corporate website.
Strategy and Innovation Committee reviews and gives
recommendations on strategic development plans and
investment policies to increase business attractiveness, on
improvement of corporate governance systems, and on planning
of financial and economic activities of KMG. Since 2016, the
Strategy and Innovation committee has been also responsible for
making recommendations for sustainable development, including
strategic planning, the socio-economic and HSE development of
the company.
The Committee defines as well the main areas of the KMG Policy
in the field of safety, environmental protection and considers
initiatives aimed at improving the management system in these
areas.

We aim to become an effective oil and natural gas company
with increased financial stability, respecting the highest safety
standards in our production facilities and corporate governance
principles.
Our goal is to become one of the top 30 oil and gas companies in
terms of operational, financial and HSE performance.
THE APPROACH TO RISK MANAGEMENT
The corporate risk management system is a key component of
the corporate governance system and is aimed at the timely
identification, assessment, monitoring and reduction of potential
risks that could adversely affect the achievement of strategic and
operational objectives.
The Board of Directors approves strategic, medium-term and
short-term goals, the Company’s risk appetite, levels of tolerance
for KMG’s risks, performance indicators of the system and
provides an annual assessment of its effectiveness.
The Board of Directors reviews quarterly reports on the range
of risks including financial, social and HSE risks. KMG has a Risk
Management Committee under the Management Board, an
Audit Committee under the Board of Directors and a separate
structural division (department) of risk management.

WE RESPECT THE FOLLOWING PRINCIPLES IN THE AREA OF SUSTAINABLE DEVELOPMENT:

Openness

Accountability

Transparency

Ethical
behavior
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OUR APPROACH
TO SUSTAINABILITY

of this Code every 2 years, examines the extent of its application
and, if necessary, introduces relevant changes.

As the largest state oil & gas company, we recognize the
importance of our impact on the economy, environment and
society. We incorporate sustainable development principles
and engage in thoughtful and rational interactions with
stakeholders to balance our common interests.
The principles of sustainable development are enshrined
in the Corporate Social Responsibility Code and the KMG
Sustainable Development Concept. After the approval of the
Code of Corporate Governance of Samruk-Kazyna, sustainable
development has been brought to the level of one of the strategic
goals, equally with the growth of the Group’s investment value.
In 2016, under the leadership of the Fund, the formation
of sustainable development management system has been
established. The BoD, Strategy and Innovation Committee,
Management Board’s competencies were extended with
sustainable development responsibilities.
Also, a Working Group for managing the integration of sustainable
development at the top management level of the Company
was created. We interact with stakeholders on sustainable
development issues, hold regular meetings, as well as training
courses on sustainable development on a quarterly basis for
enhancing the culture of sustainable development. In addition,
the Reference Model for Sustainable Development for the Fund’s
portfolio companies is under development.

THE CODE OF BUSINESS ETHICS
The Code of Business Ethics sets ethical standards for the
Company’s activity and employees, regardless of their position,
and reflects our core values and ethical principles of work. In
addition, the Code establishes norms of behavior in interaction
with colleagues, government bodies, our shareholders, affiliates,
business partners, communities and the media. This code was
approved by KMG Board in 2016.
Taking into account current changes and perspectives of the
Group’s policy, we included the new business ethics principles
in the Code. Compliance with all employees of ethical norms
and principles spelled out in the Code will be reflected in the
employee’s job descriptions, and will become part of the new HR
methodologies and policies.
Familiarization with the Code of Business Ethics is mandatory for
all employees. The KMG Board of Directors reviews the provisions
Number of grievances against
the practice of labor relations
2014

The Code of Ethics is available to stakeholders on the official
website of the company in three languages – Kazakh, English, and
Russian.
THE GRIEVANCES PROCEDURE
Every year the KMG BoD selects an Ombudsman responsible
for compliance with the Code of Ethics, providing advice to
employees, preventing potential violations of the Group’s internal
regulations, for fair representation of employees’ interests and
proper understanding and application of our corporate values
and principles.
In accordance with the best international practice, including
the standards and principles of the Ombudsmen International
Association, the KMG Ombudsman regularly reports to the
Board of Directors of KMG and represents an independent highlevel manager.
We intend to prevent any kind of conflicts in the Group of
companies. The rights of appeal of any person shall not be
infringed. We have developed various mechanisms by which
employees, business partners and stakeholders can report any
non-compliance with corporate ethics, human rights, labor
practices, negative environmental or social impacts:
•
•

Employees – by contacting direct line manager, or next level
manager; or by contacting Ombudsman;
Both from inside and outside the company – via phone
786 565, through KMG trust line email: doverie@kmg.kz
(information may be submitted anonymously).

In addition, within the framework of the Internal Communications
Unified System, there are in place mechanisms such as:
•
•
•
•

meetings of managers with labor collectives and the labor
unions;
reception of employees by the First Head on personal issues;
Blog of the first leader;
Boxes for the collection of offers.

More detailed information is provided in KMG annual report
2016.
Appeals on non-compliance with the Code of Business Ethics are
considered with mandatory participation of the Ombudsman and
treated with confidentiality.
In 2016, 3 cases of worker references to the judiciary for the
resolution of individual labor disputes were recorded because of
the discrepancy between the labor process and the production
environment with the requirements of safety and labor protection,
disagreement with the amount of compensation for harm caused
to health during working process (identical number of references
to the court were registered in 2015).
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ANTI-CORRUPTION
We follow the Economic Security Policy of KMG, approved by
the Board of Directors in 2014. The document includes the
core topics of KMG’s activity in anti-corruption, fraud and other
unlawful phenomena. The main approach of the – "Mission of
top-management" (Tone at the Top). This Policy has been placed
on the KMG corporate website (KMG.kz) in Kazakh, English and
Russian languages to ensure 100% access and awareness of all
the employees and other co-interested parties.
Any employee of KMG or any other person is entitled to inform
the management of KMG, the direct manager or the authorized
unit in case of any doubt regarding the validity of actions of any
employee, contractor or other persons cooperating with KMG.
These reports can be communicated through email and trust
lines, and treated with confidentiality. The trust line number and
the email address are placed on the corporate website. Analogous
information is available on the sites of subsidiaries.
We evaluate the risks concerning corruption in all subsidiaries and
affiliated companies. In the past three years, we communicated
our anti-corruption policies to 110 Group subsidiaries.

OUR OPERATIONS AND ASSETS
The Group is one of the largest oil companies in the world and
represents state interests in the strategically important oil and gas
sector and has a share in almost every important Kazakhstani oil
and gas field.
We are a vertically integrated oil and gas company, carrying
out the full production cycle – from hydrocarbons exploration
and production, to transportation and refining, to provision of
specialized services.
OUR STRATEGY

This strategy is supported by a massive amount of potential
resources in RoK and the need to adapt to significant changes in
the world around us.
Historically, high growth rates of oil products consumed in
Kazakhstan and neighboring country markets have stimulated oil
and gas demand for decades while the world is shifting towards
low-carbon energy making oil prices highly volatile.

2016 – YEAR OF
TRANSFORMATION
The most important event in 2015–2016 is the ongoing process of
implementing the Transformation Program initiated by the Head
of State. The transformation program is aimed at increasing the
Company’s value, increasing business efficiency through changing
business processes, introducing best management practices
and technologies, improving the quality of human resources
management and the company’s portfolio of assets.
Since June 2016, the transition to a new model of corporate
structure has begun, which involves simplifying the management
of production assets. The model is designed for the reduction of
management levels by merging sub holdings, simplification of the
legal structure, abandoning noncore and secondary businesses
and reduction of the number of companies.
The new model will reduce administrative procedures and the
number of management levels, accelerate decision-making,
concentrate resources on core business and improve the
company’s manageability. Full centralization of the functions of
strategic management of all elements of the value chain will be
ensured: from exploration and production of hydrocarbons to
sales of oil products and gas.

Our strategy is aimed at strengthening the company’s financial
position, its role as a key player of Kazakhstan oil and gas industry
and the formation of an optimal business model.

21,500

700

100%

> 100

business partners, including
suppliers of goods and services,
as well as business partners,
investors were acquainted with
our anti-corruption policies.

of KMG and subsidiaries’ topmanagement were acquainted
with the anti-corruption policies.
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employees and candidates for
KMG and subsidiaries vacancies
filling were checked for the
corruption involvement and other
offenses.

internal documents have also
undergone the analysis.

OUR STAKEHOLDERS
OUR APPROACH TO STAKEHOLDERS ENGAGEMENT *
We have a wide range of stakeholders that are influenced by
our activities or can have an impact on our success. We keep
them informed, whether they are individuals or large-scale
organizations.

In accordance with the Code of Corporate Governance, the
building of trusted relations with our stakeholders is carried out
through a transparent reporting mechanism. Taking into account
the variety of stakeholders, we have a number of mechanisms for
continuous interaction/engagement with each of them.
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OUR PEOPLE
Our employees are our main value and asset.
The level of their professionalism and safety impacts directly
on the results of our overall performance and the value created
for our investors. Therefore, we are striving to attract the best
experts from the labor market and educate employees based on
the principle of meritocracy; as well as to ensure their safety and
develop motivational and development programs.

OCCUPATIONAL SAFETY & HEALTH

conditions expose real threats to the lives and health of KMG
employees and 3rd parties.
Our “Total” Motor Vehicle Accident Rate at the end of 2016 was
0.41 accidents per 1 million km driven vs. 0.44 in 2015, or 10 %
improvement.
ACHIEVEMENTS
We have achieved a positive change in our corporate culture
for occupational safety and labor protection through increased
reporting transparency of more than 300 %. The next step of
reporting transparency improvement is KMG’s participation
as a member in the International Organization of Oil and Gas
Producers (IOGP) association, which will also help to share
experience and best practices.

2016 was the second year of structural change in the area
of HSE and the continuation of cultural change in the
Group.

Incident prevention and root cause based investigations; training
and sharing of lessons across the company were the focus of
occupational safety in 2016 and have aided in the reduction of
LTIR this year.

2016 was a year of strengthening safety culture, increasing
leadership engagement, empowering workers to stop unsafe
behaviors, root cause analysis of incidents and implementation of
industry best safety programs.

We continue to benchmark KMG against its industry peers, (IOGP),
and seek continuous improvement in health and safety, decline in
accidents, industrial incidents, and environmental protection.

The commitment of the Group’s leadership team to the safety
process and implementation of industry best safety practices in
2016 has never been more robust. The leadership of KMG for the
past three years has remained resolute in its position to promote:
•
•
•
•
•
•

The value of human life in relation to production activities;
Leadership engagement, commitment and training at all levels
in the field of Health, Safety and Environment;
Employees’ personal responsibility for compliance with safety
requirements;
Creation of a positive safety culture focused on prevention of
accidents and incidents;
Transparent and effective communication between all
stakeholders;
Promotion of safe behaviors and correction of unsafe
behaviors.

In 2016, to improve safety culture and decrease occupational
injuries we implemented the following:
•
•
•

- Health, Safety, Environment Road Map 2016–2020,
including HSE strategic initiatives for 5 years;
- Behavioral Based Safety Rules;
•
•

•

OCCUPATIONAL & TRANSPORT SAFETY INDICATORS

•

In 2016, we lost seven workers (4 in 2015), 85 had work related
injuries, (99 in 2015). Motor vehicle accidents remained flat – 64
and 65 respectively.

•

Transportation is a significant risk in the Group. Everyday
more than 10,500 KMG vehicles operate throughout the KMG
group oilfields and assets. The intensive traffic and harsh road

Seat belts installed in all company owned vehicles;
Behavioral Based Safety Program (BBS) developed;
The corporate documents developed:

•
•

Safety audits conducted in subsidiaries with high occupational
injuries level;
HSE safety roadshows conducted to train employees on
risk analysis at workplace and top managers – new safety
programs, the importance of their involvement in safety
processes;
The first safety company-wide culture survey took place to
evaluate and baseline the current state of our safety culture;
A supervisor’s safety meeting manual was developed and
distributed to frontline supervisors to assist them with work
instructions during safety meetings;
The second annual HSE forum for General Directors on
strengthening safety culture took place;
HSE Academy created;
The 2nd annual Chairman’s Award for "best innovative ideas
in the field of safety" was held.
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OCCUPATIONAL HEALTH
Management of health and safety of our employees in the
Group is carried out in accordance with the requirements of
national legislation and international standards.
There were collective agreements between the Employers and
the Labor Unions in the largest subsidiaries of the Group in 2016,
which reflect health and safety issues. The Collective Employment
Agreements include measures on safe working conditions,
social guarantees, compensations and hardship allowances for
improvement of workers’ health status (financial assistance for
medical treatment, organization of medical care, promotion of a
healthy lifestyle, organization of sporting events).
In 2016, we introduced the tracking of non-related deaths that
occurred at home, previously never tracked before. The main
reasons of non-work related deaths are cardiovascular diseases
(ischemic heart disease, insult).
WELLNESS PROGRAM
In order to achieve KMG’s strategic goals in occupational health
and hygiene, a number of initiatives were aimed and implemented
for the wellness of employees. “10 Steps to Wellness” have been
developed for increasing physical activity, promotion against bad
habits (unhealthy eating habits, smoking, alcohol) and overall
effective health improvement.
Further work on implementation of adopted wellness initiatives
in 2017 will be aimed at better working conditions and
workplaces, enhancing medical services and first aid, controlling
and monitoring employees’ medical care, raising awareness and
promotion of a healthy life style.
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Dynamics of LTIR
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Considering the hazardous nature of our employees’ production
activities, training in occupational safety is mandatory.

CARE FOR OUR PEOPLE
KMG is providing guaranteed social packages which include
different types of social benefits and compensation: paternity
and bereavement leave, monthly payments to employees on
maternity leave up to 1.5 years of the child, compensation for
termination of employment agreements if it is found impossible to
transfer to another job due to loss of a general capacity for work,
receipt of disablement benefit, one-time funeral cost payment
for an employee’s death and one-time payment to victim’s family
resulting from an occupational accident.
KMG also provides social guarantees for voluntary health
insurance, arrangement of vacation of the employees’ children at
holiday camps in the RoK.
Also employees are provided with historically established types
of social support. These types of social support are enshrined
in collective agreements, or provided for by internal regulatory
documents of the enterprise.
In addition, the KMG Group of companies implements a
retirement program allowing the retired employees to receive
material aid from the organization.

EMPLOYEES INVESTMENT
We are striving to develop human capital in the regions in which
we operate. To achieve the set strategic goals and objectives,
we provide training and development of personnel on an annual
basis and conduct training of young specialists.
In 2016, Group invested 4.5 billion KZT ($13.2 mln) with
an average training cost of 46 thousand KZT ($134.6) per
employee (45 thousand KZT in 2015, $202).

We believe that the timely and proper passage of training in
occupational safety is a good risk management practice.
In 2016, 46 900 people were trained on HSE practices for 467.2
mln KZT ($1.4 mln).
Root cause analysis training was provided for the Group’s top
management to increase awareness, improve monitoring and
auditing functions, and to achieve high standards for inspecting
and investigating HSE incidents.
We note that the training and development of employees is
carried out regardless of gender and position.
Within the framework of Group’s new training model
implementation (70 % on-the-job training, 20 % internal training
and 10 % external training), the project “Institute of Internal
Trainers“ was launched in 2016. Hence, 334 employees were
trained as internal trainers in 2016.
Another priority area for the long-term development of the
Group is the formation and development of a succession pool in
order to train future leaders of the company. During 2015–2016,
86 high-potential employees were enrolled in the candidate pool,
which passed an objective and transparent competitive selection,
during which their professional and personal-business qualities
were assessed.

Number of employees trained,
thousand people
97.9
86.0
79.8

An average of

33.6

academic hours of
training was held by 1
employee of the Group

including:

44.2
23.3

hours,
Men
hours,
Women
2014
2015
2016

13
90

ORGANIZATION OF DUAL TRAINING
In order to train young specialists in oil industry implementation
of pilot projects in a dual education was continued. The main
principles of dual education are 60 % of training time in the
company and 40 % of time in a college.
Hence, at the Pavlodar refinery 33 students received internship.
39 students were trained at JSC Embamunaigas, 26 students
received internships in JSC “Intergas Central Asia”.
Agreements with specialized universities for students internship
were concluded (KBTU, KazNTU named after Satpaev, Atyrau
Institute of Oil and Gas, Aktau State University named after
Shahmardan Essenov, KIMEP, Gumilyov Eurasian National
University etc).
EQUAL REMUNERATION FOR WOMEN
AND MEN
Our approach to personnel motivation is based on the principles
of ensuring appropriate compensation, transparency and respect
of the employees’ rights. All the changes to the compensation
system are done taking into account the opinions and proposals
of the stakeholders.
HSE direction
Safety and Labor Protection
Industrial Safety
Fire safety

6,653
29,732
9.057

Transport safety

757

Health protection

38

Management System

132

Environmental Protection

55

Sustainable development

15

Waste management

19

Water resources management

2

Greenhouse gases

27

Civil defense and emergency response

15

Other

14

Number
of employees

399

Ubiquitous system of labor compensation (USLC) has been
implemented in upstream companies; it is aimed to help
achieve the strategic goals of KMG by streamlining the wage
system, ensuring a unified wage system in all departments,
and strengthening the employees’ interest in labor results. This
system provides a number of conditions for employees to receive
compensation payments, allowances and additional payments;
one of these criteria is the Regional index – an indicator of the
relative increase in wages in order to compensate additional costs
and increased labor costs associated with performing work in
regions with severe climatic conditions. This index is the biggest
in Mangistau and Atyrau regions. At the same time, we have a
competitive salary for all categories of employees, regardless of
gender.
We have a competitive salary for all categories of employees,
regardless of gender.
For improving the system of labor compensation we implemented
a new job assessment approach (from the level of administrative
employees at corporate level to the subsidiaries top management
level) using the international methodology in the field of human
resources management.
Project to assess the adequacy of senior executives was
implemented in 2016 within the framework of the transformation
(Job Matching). Recommendations for improving Group’s labor
compensation system were developed based on the results of
this project.
EMPLOYEE EVALUATION
The procedure for employee evaluation has been in force since
2004 in KMG and is aimed at determining the effectiveness of
performed work and aimed to stimulate adequate material and
non-material remuneration.
The procedure is governed by the “KMG Rules of Assessment of
the administrative staff” and is based on two types of evaluation:
evaluation of professional development and evaluation of
performance.
Performance evaluation was carried out for 23,466 employees
on a quarter basis throughout 2016 (84 % men and 16 % women).
In 2016, many employees of the Group were awarded various
prizes, including: state ones (76 people), departmental ones (112
people) and more than 60 employees were rewarded with the
Certificate of Honor of Samruk-Kazyna JSC, 12 workers with
KAZENERGY awards, and the best 320 employees received
certificates of honor and commemorative badges of JSC NC
"KazMunayGas".

HUMAN RIGHTS
Republic of Kazakhstan is a state gorned by the rule of law,
the highest values of which are the person, his life, rights and
freedoms. According to Article 14, paragraph 2 of the Constitution
of the RoK – "no one shall be subjected to any discrimination
based on origin, social, official and property status, sex, race,
nationality, language, attitude towards religion, beliefs, residence
or any other circumstances".
As a national company, we strictly honor fundamental human
rights. We recognize the undeniable importance of granting
equal rights to everyone.
Our policy of non-discrimination on any characteristic extends
not only to employees of the Corporate Center and subsidiaries,
but to all stakeholders. From year to year, our position on basic
human rights remains unwavered: we do not use child labor, we
do not practice forced labor, we recognize the equal rights of all
employees and counterparties, regardless of their race, religion
or gender. However, we realize their exceptional importance as a
whole for society and, therefore, recognize the above aspects as
essential for our group of companies.

At the same time, we monitor the compliance with workers’ rights
in the Group, and for this purpose we conduct periodic internal
trainings, regular explanatory work, counseling, accepting
requests and appeals from employees on issues of ethics and
legislation violations. Incoming information analysis is reflected
into the continuous KMG Business Ethics Code improvement.
The uncontested rights of workers is the freedom of association,
the right to form trade unions for the protection of the workers
collectives interests. As a socially responsible company, KMG
supports this right and creates a favorable environment for the
development of this institutional structure. Share of employees in
Labor Unions is 65.94% (51,957 people).
In order to prevent the escalation of social tension and timely
response to emerging situations, tools for "monitoring the social
climate" (MSC) were developed in Group’s subsidiaries. Tools
of MSC help to respond to emerging situations, determine the
causes of their occurrence, fix responsible and take appropriate
solutions for solving problems in advance. In 2016, an MSC
pilot was implemented in 6 subsidiaries which we identified
subsidiaries with episodic social tension increase.
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POLICIES AND MANAGEMENT

CLIMATE CHANGE AND AIR

Our goal is to continuously reduce the negative impact of
our activities on the environment.

QUALITY

HSE management targets are directly linked to the Group’s
Development Strategy till 2025. We conduct our production
activities in accordance with the requirements of the national
legislation and the Company’s Policy in the field of labor
protection, industrial safety and environmental protection
(hereinafter – Policy). According to the Policy, the main principles
of HSE management are risk identification and risk management,
introduction of safe and resource-saving technologies aimed to
reduce pollutants emissions and greenhouse gases and to improve
energy efficiency; ensuring constant readiness of personnel and
production facilities to act in emergency situations; ensuring
transparency and awareness.
The Policy applies to all employees of the Group, as well as
employees of contractors providing services at our facilities.
HSE results and issues are presented monthly at the KMG
Management Board and the Board of Directors meetings, which
increases the responsibility of managers and specialists.
The priority areas of our activity are: greenhouse gas emissions
management, flaring reduction, historical waste disposal, land
remediation and energy efficiency.

Greenhouse gases
emissions

We share the world’s concerns about climate change.
November 4, 2016, the Paris Agreement came into force and
defined the international legal framework for global efforts to
reduce greenhouse gas emissions, improve energy efficiency,
move to renewable energy sources and gradually phase
out burning carbon fuels. Our Republic has joined the Paris
Agreement (President’s Decree of July 20, 2016) and October 27
this agreement was ratified.
In 2017, we will develop a Climate Plan that will determine our
potential and goals for reducing greenhouse gas emissions. Thus,
in 2018 we are preparing to restart the national system of quoting
and trade in greenhouse gas emissions which will become a tool
for fulfilling our country obligations under the Paris Agreement.
GREENHOUSE GAS EMISSIONS
We carry out an annual inventory of greenhouse gas emissions in
the framework of state registration and regulation of greenhouse
gas emissions. Calculation of greenhouse gas emissions with
direct greenhouse effect (carbon dioxide, methane, nitrous oxide,
petrofluorocarbons) is based on methodological guidelines for
greenhouse gas emissions calculation which are approved by the
authorized body. Inventory reports are subject to verification,
hence, only verified data was used when writing this report.

Upstream GHG intensity
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* CO2 equivalent is a measure of the potential of global warming
of greenhouse gases. Carbon dioxide is the benchmark by
which other greenhouse gases are evaluated. The country’s
uses the global warming factor for methane-21 and for nitrous
oxide-310.
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In SDR 2015, the volume of 5.7 mln tons it was
indicated due to the fact that in 2015 there were 13
organizations of the Group with emissions >20 000
2015
2016
tons of СО2 and in 2016 this number increased to 15.
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The quantitative indicators cover 15 of the most significant
subsidiaries of the Group whose greenhouse gas emissions
amount to more than 20,000 tons of CO2-equivalent per year.
GREENHOUSE GAS EMISSIONS REDUCTION
As a result of energy efficiency measures intensity of emissions
in downstream decreased by 4 %. *
As a result of measures taken for reducing greenhouse gas
emissions, such as: changes in the technological regime of
production, converting vehicles to natural gas, planting trees,
there is a reduction in greenhouse gas emissions in Upstream.
We expect a significant reduction in greenhouse gas emissions
in 2018 as a result of increased use of associated petroleum gas
(APG).
AIR QUALITY
One of the main environmental objectives of the Group is to
reduce pollutant emissions. We have implemented a set of
measures aimed at compliance with established standards and
reduction of pollutant emissions, including inventory of emission
sources, quarterly industrial environmental air quality control, and
improvement of our technological processes.
We continue the program of extensive modernization of our
refineries to reduce the negative impact on the environment.

Gross pollutant emissions by the Group in 2016 amounted to
173,400 tons (171,200 tons in 2015). Except Kazakhoil Aktobe,
where the project on reduction of gas combustion has not yet
been completed, the value of NOx emission intensity in other
Upstream companies is lower than the industry IOGP average
indexes.
ASSOCIATED PETROLEUM GAS UTILIZATION
One of our most important tasks is to increase the utilization
and recovery of APG and to minimize flaring. We use APG in the
fields to generate electricity and for our own technical needs.
Commodity associated gas is supplied to gas processing plants
and for local communities.
The gas utilization average in the Group in 2016 accounted for
86 % (85.3 % in 2015). Most of our subsidiaries have achieved
utilization rates of more than 95 %. Only two of our subsidiaries
still burn large volumes (the level of utilization there remains at
55 % and 66 %). By mid-2017, the PNG desulphurisation unit of
Prorva fields is expected to be commissioned, where APG flaring
will be reduced to zero. A new roadmap for the implementation
of Kozhasai Natural Gas Processing Project is expected to be
2 500
signed
in 2017. The construction of infrastructure and modern
facilities for utilization of APG will allow full-scale development
of2 000
production assets and significantly reduce greenhouse gas
emissions into the atmosphere.
1 500

1 000

500

The amount of pollutant
emissions of the Group

0

Gas production and flaring,
mln m

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
3
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NО x emissions, 2014
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* In the 2015 SDR data was presented with the use of the estimating
method for emissions quantification. Herein the calculation
method is used for emissions quantification of sulfur oxides and
nitrogen.
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ENERGY USE
AND ENERGY SAVING

thermal energy and development of own sources of energy
generation including using APG.

We are actively working to improve energy efficiency and
optimize the use of energy resources.
In our activities we consume electric and thermal energy, as
well as various types of fuel (see diagram). In total, 107.7 mln Gj
of fuel and energy resources were consumed in the reporting
year, which is 4 % lower than in 2015 (and 13.6 % lower than
in 2014). The main strategic directions for the Group’s energy
saving and energy efficiency development are modernization
of technological equipment, introduction of energy saving
technologies, optimization of generation and consumption of

As a result of energy saving measures consumption of fuel and
energy resources decreased by 1.4 % in comparison to the base
year (2014).2,0

8.0

1,617 mln KZT ($4.7 mln) were invested in the implementation
of energy saving
and energy efficiency measures, more than 74
1,5
events were carried out. Costs saving on purchasing of fuel and
energy resources amounted to 955 mln KZT ($2.8 mln), which is
4,6 % more than in 2015.
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ECONOMY OF FUEL AND ENERGY
RESOURCES AMOUNTED:

2016

1.5 mln Gj

12 t/1,000 tones

0.2 t/1,000 tones

our Group’s average amount of burned
gas per unit of produced hydrocarbon
which is lower than the similar index
for IOGP companies (13.6).

our Group’s average NOx emission
intensity per thousand tones of
hydrocarbon crude (an average index
for IOGP companies is 0.4).
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USE OF WATER
RESOURCES
Water is one of the most important environment
components. We realize its great role in preserving and
maintaining environmental prosperity in our operating
regions.
OUR WATER FOOTPRINT

Our activities have the most significant impact on water bodies
of the western region of Kazakhstan (Ural and Kigach rivers,
Kokzhide sands, Pyatimarskoe reservoir) which represent a
special ecological, economic, historical, cultural and recreation
value. We recognize that the northeastern Caspian region is
characterized by high moisture scarcity and we strive to use
water resources rationally. To prevent negative impacts on
sensitive ecosystems we regularly monitor groundwater through
observational monitoring wells and for surface water bodies –
we regularly hold activities aimed to reduce the volume of water
withdrawal and to increase the use of recycled water.

In 2016, our total water withdrawal accounted for 77.8 mln m3
(*78.3 mln m3 in 2015).

MIDSTREAM

reuse
3.6 mln m

84% discharged to
evaporation ponds, 16%
collected by contractors

3

Transferred
to other
customers

0.8 mln m3
6.8 mln m3

DOWNSTREAM

1.1 mln m3

20 mln m3

13.6 mln m3

10.7 mln m3

0.5 mln m3

23 mln m3

3 mln m3 water losses

78 mln m3
29.2 mln m

3

11.5 mln m

SEA
GROUND
WATERS

3

Injected to maintain

47.8 mln m3 reservoir pressure

33 mln m3

122.2 mln m3
38.1 mln m3

SURFACE
WATERS

0.5 mln m3

2.6 mln m

Injected to maintain
reservoir pressure

3

MUNICIPAL
WATERS

123 mln m3

0.8 mln m3
Injected into
water-absorbing
wells

UPSTREAM
PRODUCED
WATER

*SDR 2015 specified the total water withdrawal as 87 million m3 for the
reason that redistribution of the very same water between companies within
the Group was not taken into account. This year the total water withdrawal
for the year of 2015 was adjusted.
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BIODIVERSITY CONSERVATION
AND ENVIRONMENTAL
MONITORING
We recognize that biodiversity is a key element for
ecological prosperity
In addition to the abiotic component, we also strive to minimize
our impact on living organisms that inhabit natural objects in the
regions of our presence. For this purpose on a stage of planning
our future activities we assess the possible damage that may be
caused to biodiversity and we develop measures in an attempt to
reduce it. Therefore when carrying out our production operations
we conduct regular environmental monitoring in accordance with
the requirements of the environmental legislation of the RoK, at
the same time giving significant attention to specially protected
natural areas and reservation zones.
AREAS OF OUR PRODUCTION ACTIVITIES LOCATED
WITHIN THE PROTECTED AREAS AND STATE RESERVES
Kansu site is located in Kansu Karakiya district of Mangistau
region. The contract area is partially located within Kendirli
Kayasaskaya protected area and borders on the Ustyurt State
Nature Reserve (2 km buffer zone from the site’s borders). In
2016 there were no geological prospecting and exploration on
the site.
Urikhtau, Alibekmola and Kozhasay fields are located in the
Mugaljar district of Aktobe region. The North-western part of
the field is located on Kokzhide sands. Also the fields border on
“Kokzhide-Kumzhagan” state natural complex.
In order to prevent groundwater pollution we regularly carry
out environmental monitoring both in the area of the Group’s
companies and in the Kokzhide sand zone which is adjacent to
the contract area.
The sites Zhambyl and Satpayev are located in the northern
part of the Caspian Sea. The contract areas are located within
the protected zone of the Caspian Sea, as well as partially
within the Novinsky Reserve, but production sites do not affect
ecologically sensitive areas.

PREVENTION OF OIL SPILLS AND
PREPAREDNESS
Constant readiness for oil spill liquidations is our undisputable
priority.
OUR OFFSHORE OPERATIONS
The Caspian Sea is a unique natural landlocked water body with a
fragile ecosystem extremely sensitive to oil pollution. We set the
bar high for environmental safety in our offshore oil operations:
before the beginning of any operations we carry out baseline
environmental studies in contract areas and assess our potential
social and environmental impacts. Also we monitor our impact,
emissions and emergency preparedness – during and after our
operations.
Before the beginning of offshore drilling operations we ensure
permanent preparedness to respond to all possible oil spills. After
finishing our operations we carry out continuous environmental
monitoring of abandoned wells.
During offshore operations we adhere to the following principles:
•
•
•
•
•
•
•

Strict adherence to project documents;
Principle of "zero waste and discharge" when all waste and
water are transported to the land;
Provisioning of all floating crafts with fish protection devices
and ensuring the absence of bilge water;
All operations are prohibited during spawning periods (April
1st – July 15th);
Prohibition of fishing from production vessels;
Prohibition of well testing and burning of hydrocarbons at
night;
Compliance with the special mode of use.

The Group’s operation sites are provided with OSR plans brought
into action in accordance with the established procedures. To
increase the level of OSR preparedness we regularly carry out
prac-tical and theoretical exercises and trainings at various levels
in order to improve the practical skills of personnel.
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PREVENTION OF SEA POLLUTION
The Group has a system to ensure prompt and effective response
to emergencies, including oil spills and the implementation of
appropriate operations to eliminate their consequences.
In case of possible spills we conclude contracts with specialized
companies for response to 1st and 2nd levels oil spills. In case
of 3rd level oil spills we have concluded an agreement with the
international association Oil Spill Response Limited specializing in
the liquidation of accidents at offshore oil and gas fields.
ONSHORE SITES
The main cause of oil spills in the Company is oilfield pipeline
ruptures due to corrosion. In 2017, it is planned to focus on the
creation of a program for the integrity of in-field pipelines in
Upstream.
In 2016, at onshore production sites of the Group’s Upstream
businesses, the volume of spills decreased by 67.6 % compared to
the previous year due to the implementation of planned works on
diagnostics, repair and replacement of field pipelines.
In 2016, KMG Tier 1 Process Safety Event Rate* (PSER) was
benchmarked against oil companies in the IOGP association for
the first time. In 2016, it was 18 times higher than the IOGP
group of companies (which is 0.14 cases per 1 mln man-hours).

Number of incidents

INDUSTRIAL SAFETY AND
INTEGRITY MANAGEMENT.
EMERGENCY RESPONSE
PREPAREDNESS
We recognize the danger and criticality of the
consequences in case of industrial safety accidents.
In 2016, significant industrial accidents that could cause damage
to employee’s health or to the environment were not registered
at the Group’s production facilities. Other accidents taking into
account the frequency of their occurrence and the various
production specificities by category are indicated in the graph.
The corporate center conducts risk-audits on the industrial
safety of our production facilities. Based on the results of these
audits we developed recommendations for reduction of main
production risks while taking into account best world practices
and international standards in the field of industrial and fire safety.
We study international experience in the field of industrial
safety at the production facilities and in the long term we plan to
introduce Integrity Management in our Group.
EMERGENCY SITUATIONS PREPAREDNESS
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Comprehensive emergency management is carried out by the first
leader, and operative emergency management – by the emergency
commissions. Instructions, Rules and Response Plans in the
conditions of emergence of emergency and other contingencies
determine the interaction procedure for all responsible persons.
In order to promptly respond to emergency situations we have
developed alert schemes for internal and external stakeholders.
Fire prevention divisions have been established at 95 sites of the
Group’s activities. These divisions are equipped with 189 fire
trucks and supportive firefighting equipment. Practical training of
of emergency situations for personnel is carried out according to
the programs of training.
In order to ensure the safety of workers, the environment and
to minimize damage, we conduct tactical fire trainings with the
participation of volunteer firefighters among employees and
training sessions for oil and gas wells. The results of training
exercises are analyzed by management, emergency response
services and state inspectors.

WASTE MANAGEMENT
Industrial waste management is one of our environmental
priorities. On an annual basis we allocate significant means and
identify investments for solutions to problems related to waste
generation and land pollution at our production facilities.
We ensure that our contractors comply with the requirements of
safe transport, disposal and treatment of waste.
Within the framework of social responsibility and commitments
we continue to work on the removal of historical oil waste matter

and contaminated land remediation at our contract areas. In
2016, more than 2.3 billion KZT ($6.7 million) were allocated for
these purposes.
The volume of accumulated wastes in 2016 was 305,100 tons, or
25.4 % less than in 2015.
Drilling waste is the majority of all accumulated waste and
accounts for 56.8 % of the total (drill cuttings 35.1 %, oil sludge
14.5 % and clayed soil 7.2 %).
In order to treat and dispose drilling waste we applied the
following methods and technologies: biological remediation,
thermal cracking, thermal desorption, burial at specialized landfills.

ENVIRONMENTAL COMPLIANCE
In 2016, the total costs and investments for environmental protection amounted to 15,580 mln KZT ($45.6 mln), of which costs
related to waste management, purification of emissions and
discharges and elimination of environmental damage – 14,185.8
mln KZT ($41.5 mln) and investments aimed at prevention
of environmental impact and environmental management of
1,394.7 mln KZT ($4.1 mln).
The total amount of penalties paid was 1,170 mln KZT or $3.4
mln (1,764 mln KZT or $7.9 mln in 2015), including administrative
fines, damages and excess payments.
Penalties for air emissions compared to 2015 decreased by 60 %,
and 2014 by 70 %.

Paid environmental fines,
mln KZT**

Waste generation, thousand tons*

3,000

379.9

2,835

279.2
2,000

2,303

1,764
1,748
1,171

1,000
495
17.4

179.4

Non-hazardous

2014
2015
2016

48.7
29.4
25.8

2014
Hazardous

0

727
424

1

6.2

3.1
2014

Emissions

2015

Discharges

2016

Waste

Total

2015
2016

* Waste volumes for 2015–2016 are shown taking into account
the subsidiaries and contractors of EP KMG and MMG

** Compared to the 2015 SDR, data for 2015 changed due to the fact that the amount
of excess payments was paid in early 2016. The difference was postponed from
2015 to 2016.
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OUR COMMUNITIES
We contribute to the development of regions and are in
regular dialogue with key stakeholders on material topics.
In order to assist with the development of regions we actively
interact with local authorities, signing memorandums of
cooperation in the field of socio-economic development provide
gas to the regions, provide access to hard-to-reach and necessary
goods and services in the regions.
As a national operator of petroleum and its products, we offer
shipment of socially important petroleum products at a reduced
cost. Every year we provide diesel fuel to farmers during the
sowing and harvesting at a reduced price, supply oil with the
onset of the heating season. In July 2015, within the framework
of the Group’s transformation, a unique program for our country,
"CODO" ("Company Owns-Dealer Manages") was launched
to transfer almost half of the KazMunayGas fuel stations to
private management. It is aimed at supporting small business in
the regions of the republic and contributes to the creation of
an efficient private sector of the economy, the development of
public-private partnership.
Since 2016, the franchising program "DODO" ("Dealer OwnsDealer Manages"), will become the main direction of the Group’s
fuel stations network. The program allows the owners of fuel
stations to become part of the network of KazMunayGas to sell
petroleum products under our brand, which is well recognized in
the RoK.

Under the brand «KazMunayGas» 171 gas stations were
operated using the COCO program, 150 gas stations –
using the CODO program, and 4 gas stations using the
DODO program.

KMG subscribes to principal provisions of the precautionary
principle (Principle 15 of the Rio Declaration on Environment and
Development of the UN, 1992). Prior to launching new projects
and facilities we implement a complex plan of actions in the
framework of environmental impact assessment (EIA), which is
aimed at informing the society on planned activities in order to
get their feedback. We ensure access of all stakeholders to EIAs,
suggestions and comments. The EIA and other related materials
are posted on local authorities’ websites and in massmedia.
We immediately respond to questions, which are important
to communities and one of the Group’s priorities is pre-trial
settlement of situations.
Assessment and continued monitoring are conducted in
accordance with the Industrial Environmental Control Programs.
In order to ensure the requirements of occupational safety,
prevention of occupational diseases and accidents at work, as
well as to check working conditions in the regions, the Health,
Safety and Environmental Protection Commissions are doing
work together with Local Labor unions.

Number of public hearings

117

We continue to carry out measures to support domestic
entrepreneurs by making certain purchases only among producers
in the Fund’s Register, as well as only among the organizations for
disabled people from the Register of Organizations of Disabled
Persons of the Fund within the framework of the current
procurement system.
We conduct systematic work on interaction with the population.
We provide social assistance to the people of need of the
population, contribute to the development of culture and sports
under the program of social responsibility of business. The
social projects are implemented under the Local Communities
Development Program, taking into account the needs and
expectations of local communities (appeals of the population,
public organizations of veterans of the Second World War, labor,
invalids, educational centers, medical centers and orphanages).

84

57

2014
2015
2016
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MARKETING AND LABELING
We distribute a wide range of petroleum products, including
premium petrol, diesel fuel and aviation kerosene (jet fuel), heating
oil, fuel oil, vacuum gas oil, coke, liquid gas, scrape, bitumen both
for export and for the domestic market of RoK.
In accordance with the state program for industrial and innovative
development of RoK, three refineries are undergoing modernization
and reconstruction. Modernization of refineries will reduce the
negative impact on the environment and improve the quality of
petroleum products to the requirements of the class K4, K5 and
in accordance with the requirements of technical regulations of
the Customs Union, to increase the capacity of the secondary
processes and oil refining depth. The fuel requirements of class
K5 provide a sulfur content 50 times less than in K2 fuel, and the
content of the volume fraction of benzene is reduced from 5% to
1%, and also completely rejects the highly toxic octane-enhancing
additive – monomethylaniline (MMA).
To ensure the quality of the fuel, we continuously monitor the
entire supply chain of petroleum products from refinery oil depots
to gas stations control in KMG facilities are accredited by the state
accreditation system of the RoK and are included in the registers
of Testing Laboratories of the Customs Union and international
laboratories, which are part of International Laboratory
Accreditation Cooperation.

Before the release of fuel into circulation/consumption, an
appropriate fuel acknowledgment is carried out and a declaration
of conformity is issued. Each batch of fuel put into circulation is
accompanied by a quality document (passport). Information about
the name, brand fuel dispensers of gasoline and diesel fuel is
available at petrol stations and reflected in the cash receipts. In
addition, at each gas station there is a "Customer point", where all
information is available for review – quality passports and company
declaration for each type of fuel sold.
During the reporting year, there were no cases of noncompliance
with regulations and voluntary codes concerning product
marketing and labeling.
KMG-Onimdery, KazMunayGas-Aero and КМG-RM are the sole
operators of petrol, diesel fuel, aviation fuel and fuel oil supply to
the security agencies of the Republic of Kazakhstan, to the state
material reserve, as well as for the needs of the national operating
airline.
In the national project "#1 Choice of the Year in Kazakhstan" which
was held in November 2016, people of Kazakhstan again voted for
the brand "KazMunayGas".
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FINANCIAL IMPACT

the size of fines for the Group was 50.1 million KZT ($147,000),
which exceeds the fine of 2015. The majority of the fines imposed
on the results of the tax audit (penalty tax accrued) were 41.7
million KZT or $122,000.

SOCIO-ECONOMIC COMPLIANCE
The violations for non-compliance with the requirements of
legislation in the field of industrial and fire safety were identified
during the audits of our companies, penalties were imposed by
the transport prosecutor’s office, statistics bodies, etc. In 2016,

Actual salary

Investment

599,083,745

Export

During the reporting period, there were no significant cases
of non-financial sanctions and significant cases using dispute
resolution mechanisms.

Profit

343,563,067

Education

305,849,105

2,961,304

$894 mln

$1,005 mln

$8.665 mln

$1,753 mln

844,544,978

Social care of certain
categories of
the population

1,544,528

$2,471 mln

$4.519 mln

Health

6,552,545
$19.174 mln

Regions infrastructure
development

Other payments

495,839,503

1,171,437

$1,450.926 mln

$3.427 mln

ECONOMIC
IMPACT

Export customs duty
(ECD)

81,322,163
$237.965 mln

Expenditures for
liquidation of
ecological impact

SOCIAL
PAYMENTS

14,186,000

FINANCIAL
IMPACT
CHART

Corporate income tax
(current)

109,802,056

TAX
IMPACT

$321.302 mln

Mineral extraction tax
(MET)

$41.511 mln

Air emissions
(inc. gas flaring)

5,389,000
$15.769 mln

ENVIRONMENTAL
PAYMENTS
Waste

thousands KZT

412,000

61,838,132

$1.205 mln

$180.950 mln

Water pollution

Crude, condensate,
gas Rent Export Tax

40,000

23,294,198

$0.117 mln

$68.163 mln

APG flaring

4,325,000

Value-added tax
(VAT)

181,778,798
$531.921 mln

$12.655 mln

Excess profits tax
(EPT)

18,614,154
$54.468 mln

Expenditures on mitigation
of ecological impact
and environmental management

1,395,000
$40.082 mln
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МАTERIALITY MATRIX
The process of identifying meaningful topics was based on the
Global Reporting Initiative. We have taken into account the
expectations of our stakeholders, as well as the importance of
topics both for stakeholders and for the KMG Group.

6
14

21

7
4

25
12
10

26

27

27
3

30

34

20

9

23
8

28

19
33

24

29

22

16

11
18
31

15

32
13
5
35
17

2

36
1

CORPORATE
GOVERNANCE

OPERATIONS
AND ASSETS

STRATEGY
AND ANALYSIS

INTERACTION WITH
STAKEHOLDERS

ETHICS AND
CONSCIENTIOUSNESS

31

CONTACT INFORMATION:
Joint Stock Company "National
Company "KazMunayGas"
Address: 010000, Astana city,
Kabanbay Batyr Avenue, 19
Tel: +7/7172/ 78 61 01
Fax: +7/7172/ 78 60 00
Website: www.kmg.kz
E-mail: sustainability@kmg.kz
Date of the report publishing:
June 2017
The previous Sustainability Report
was published in 2016.

Contact person:
Yelena Kuanbayeva
Ye.Kuanbayeva@kmg.kz

Zhanel Bessembayeva
zh.bessembayeva@kmg.kz

Reporting team:
Project coordinators:
Yelena Kuanbayeva
Zhanel Bessembayeva
Participants:
Alyonov Arman
Bakytkyzy Gulvira
Beknazarova Raushan
Costinela Dragan
Salikhova Salima
Yessenbekova Karina
Yurkavets Xeniya
Zhakenova Yerkesh

In this report we partly used photographs prepared by the "Strategic Communications Agency SUCCESS K" by order of JSC "NC KazMunayGas" for the photo
catalogue "People of Oil" in 2016. Including the portraits of the following employees of JSC NC "KazMunayGas": Bolatbek Kanatbayev – head of oil and gas
treatment at the Kozhasai field (p.6), Serykkali Myrzashev - head of the Mechanical-Energy service of the Oil and Gas Production Department (p.16), Vasily
Melnikov – oil and gas preparation Lead Engineer, veteran of the oil and gas industry (p.24), Besenbay Baiguzhiev – Operator of Oil and Gas Production
Department (p.26), Pavel Metikov – fitter of control and measuring instruments at the Akshabulak field (p.28).
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