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increased to 15 bln m3, enabling uninterrupted supply of natural gas
to the southern regions of the country during winter peak periods as well
as increased gas exports

¢ Increased gas storage capacity at the Bozoi underground gas storage facility.
The project aims to increase gas storage capacity at the Bozoi underground
gas storage facility from 2.2 bin m* to 4 bin m® and comprised two phases:

— The completion of Phase 1reached a storage capacity of 3 bln m?®
as at year-end of 2017 and accelerated gas injection to 150 days from 270
days and gas withdrawal period to 180 days

— Implementation of Phase 2 involved revamping five gathering stations
and constructing two new gathering stations as well as bringing annual
gas storage capacity to 4 bin m®. The project was commissioned
in December 2020.

Once the Beineu-Shymkent gas pipeline was commissioned, the Bozoi
underground gas storage facility became an important element in the supply
of natural gas to consumers in the Turkestan, Zhambyl and Almaty Regions.

Under the Development of the Amangeldinskaya Group of Fields project, further
progress was made on the Barkhannaya—Sultankuduk exploration cluster
in 2020, with the seismic programme scheduled for completion in 2021.

REFINING AND MARKETING OF OIL PRODUCTS

The Kazakh-Romanian Fund KMG International N.V. continues the construction
of 25 filling stations (Phase 1) in Romania to build a retail network for the sale
of oil products. 10 out of 25 filling stations were already commissioned

under the project, with the rest planned to be launched in 2021.

Kazakhstan refineries are also engaged in a number of relevant projects.

Pavlodar Refinery completed a feasibility study for its ERTIS project, which allow
producing winter diesel fuels with a cloud point of =28 °C or lower.

As a socially responsible company and in line with its commitments

to environmental transparency, Atyrau Refinery, a wholly-owned subsidiary

of KMG, started the upgrade of its wastewater treatment facilities as part

of the Tazalyq project in 2020. The treatment facilities are planned

to be upgraded in three phases: upgrade and renovation of the first mechanical
wastewater treatment train in 2019-2022, renovation of the biological
wastewater treatment facility and construction of an advanced treatment facility,
and land reclamation in 2019-2023.

The project will halve discharges to evaporation fields through recirculating
of treated water back into the refinery’s processes by 50%, with water withdrawal
from the Ural River cut by 30%.

SERVICE PROJECTS

KMG’s service projects are not capital heavy, offer quick returns and are mainly
focused on enhancing oilfield services provided to major oil and gas assets.
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TRANSFORMATION
AND DIGITALISATION

The global COVID-19 crisis sped up

our transformation and digitalisation. Digital
technology offers new opportunities for the oil
and gas sector in the current environment.

For example, as soon as the lockdown began,
digital solutions enabled us to quickly shift KMG
employees to work from home without affecting
performance.

Digital transformation is integrated in KMG’s
Development Strategy until 2028 and crisis
response in 2020-2021. We will continue

the digitalisation of KMG, but in a targeted

and smart way to ensure a tangible financial

impact and improve industrial safety. KMG will use
established technologies with proven effectiveness.

A new approach to digital transformation is outlined
in our 2021 priorities:
¢ Transformation is clearly aligned with KMG’s
Development Strategy and crisis response plan
¢ Focus on a maximum of 10 projects
with an emphasis on oil exploration
and production to achieve direct financial
benefits
¢ Active involvement of subsidiaries in identifying
business challenges and initiating projects
to address them
¢ Promotion of a change culture at KMG

KMG’s current portfolio of Digital Transformation
projects and activities comprises 13 projects

and activities and is aimed at reducing costs,
increasing the transparency of business processes,
developing a culture of continuous improvement,
and implementing digital solutions at production
facilities.

In 2020, seven projects and activities

were completed or embedded in KMG’s operational
activities: ERP system implementation, IT cost
optimisation, information security management
system implementation, new procurement

model, and three HR activities. In the reporting
period, all of these projects and activities yielded
certain results. Specifically, as part of the project
to introduce an information security management
system (ISMS) at KMG Group, information security
management processes at KMG’s corporate centre
were updated and guidelines on the functioning
of ISMS at KMG and subsidiaries were developed.
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Activities aimed at developing guidelines on procurement management at KMG
and performing diagnostics implied the development and approval of KMG’s
Procurement Management Rules.

In line with the new approach, a new project, ABAI (Advanced Base Artificial
Intelligence) Information System Development, was added to the digital
transformation portfolio. The ABAI system will integrate all production data
from KMG’s upstream unit with the possibility to analyse these data using
artificial intelligence, instantly visualise them, and continuously manage
production operations remotely.

In 2020, we resumed the large-scale project to establish KMG’s Multifunctional
Shared Services Centre, providing for the transfer of a number of support
functions (HR management, accounting and tax accounting, procurement,
administration and maintenance, and others) to a single service centre.

Thus, we will be able to significantly reduce the load on the corporate

centre and subsidiaries, and focus on core production activities. Function
standardisation and automation will drive cost reduction and improve
transparency.

Transformation of business processes and introduction of digital technologies
call for changes in people, their mindset and behaviour. Accordingly, several
projects in our current portfolio are aimed at introducing a new corporate
culture, improving employees’ digital literacy, and enhancing the ability to work
in the new environment.

As part of our HR activities in 2020, we held several strategic sessions

with the management of KMG and subsidiaries, that resulted in the elaboration
of a roadmap to develop the corporate culture and an action plan to improve
the Social Stability Index and enhance industrial relations at KMG Group.

On top of that, based on the diagnostics results, HR specialists approved a new
transitional (interim) organisational structure of the HR unit of KMG’s corporate
centre, and detailed the processes and roles within the new structure.

A large-scale campaign to train employees

of the corporate centre and subsidiaries

was launched as part of the initiative to implement
a project management system at KMG. The system,
based on Stage Gate Process principles, has been
functioning at KMG Group since October 2020
and is expected to ensure project management
transparency and eliminate unprofitable projects
thanks to comprehensive feasibility studies

to back up investment decisions. In addition,

clear responsibilities for project implementation
were established, and specific requirements

for the qualifications of participants in project
management were defined. It is expected that
project management trainings for KMG employees
will be conducted on a continuous basis.

A project to introduce a training and certification
framework for operational staff of Kazakhstan
refineries through the introduction of computer
simulators was implemented across the oil refining
business segment. Operators use virtual simulators
to practice normal and abnormal situations.

In addition, young professionals can study industrial
machines and production processes before
starting relevant work. This project is an element
of the “digital employee” concept. It will help
minimise production disruptions caused by human
error and thus increase the reliability of refineries
thanks to proper and uninterrupted equipment
operation.

KMG has been successfully running the project

to implement the Lean 6 Sigma (LSS) programme
in its exploration, production and refining business
for several years. The project is also aimed

at training employees in a project-based approach.
The programme stipulates conditions to motivate
employees to put forward initiatives to improve
business processes and optimise enterprises’
performance. LSS projects do not typically require
major investments, while ensuring immediate
economic impacts. In general, the programme
promotes a culture of lean production and involves
people in delivering continuous improvements

to the production process.
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