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1. General Provisions
1. The purpose of this Policy of JSC "Mangistau power distribution company" in the sphere of appointment (rotation) of external auditor and key personnel of auditing company (hereinafter referred to as the Policy) is an effective organization of appointment (rotation) of external auditor and key personnel of auditing company (including non-audit services provided by auditing organizations), implementation of standardized procedures at their choice, ensuring that the auditors of JSC "Mangistau power distribution company" (hereinafter - the Company) reserve the status of independence in the provision of audit and non-audit services and the prevention of conflicts of interest.
2. The main provisions of the Policy provide the Company with the opportunity to attract auditors to provide certain audit and non-audit services without prejudice to the objectivity or independence of the auditor.
3. The policy contains a number of guidelines and procedures that shall be applied and adhered to continuously.
4. Definitions and abbreviations used in this Policy:

- Board of Directors – the Board of Directors of the Company;
- Audit Committee – the Audit Committee of the Board of Directors;

- Management Board – the Management Board of the Company;

- Auditor – an auditing organization carrying out audit and non-audit services in the Company on the basis of a concluded agreement;

- Auditing organization – a commercial organization established for carrying out auditing activities (auditing organizations having a license to conduct auditing activities are provided with the right to engage in auditing activities);

- The Code of Ethics for Professional Accountants – a set of ethical requirements (ethical standards) for professional accountants, issued by the Ethics Standards Committee for Accountants of the International Federation of Accountants.

5. In the absence of the Audit Committee, its functions are performed by the Board of Directors.

2. Auditor Selection
5. The main criteria determining the choice of an auditing organization are as follows:
1) Quality of services.
The quality of services of an auditing organization is determined by the following factors:

- the level of qualification of specialists of the auditing organization;

- work experience on both Kazakhstan and international markets;

- efficiency in the provision of services;

- knowledge of the energy industry (the more clients the auditing organization has in the industry, the better it is familiar with the problems of this industry, and the sooner it finds the best options for solving problems).

2) Cost of services.
3. Classification of Non-Audit Services

6. The Company considers: the provision of certain services not related to an audit and the level of remuneration for non-audit services paid to an auditing organization may lead to a conflict of interest or actual or perceived loss of objectivity. Each of the potential services of an auditing organization is classified into one of the following categories:

Category A: non-audit services that may affect independence in terms of ensuring current liabilities of an auditing organization and which may be provided by an auditing organization in accordance with the Law of the Republic of Kazakhstan “On Auditing Activities” and subject to the conditions stipulated by the Code of Ethics of Professional Accountants.

Category B: non-audit services that will lead to a loss of independence to ensure current liabilities of an audit organization and are considered prohibited services in accordance with the Law of the Republic of Kazakhstan “On Auditing Activities” and other restrictions provided for by the Code of Ethics of Professional Accountants.

7. Services in Category A may be provided by an auditing organization conducting a mandatory audit in accordance with the Law of the Republic of Kazakhstan “On Auditing Activities”.

For the provision of services in Category B, the Company will not attract an auditing organization performing a mandatory audit of the Company.

8. The Audit Committee is considering whether to classify non-audit services as appropriate.
4. Approval of Non-Audit Services
9. The auditing organization, as part of the Audit Committee’s request for the selection of an Auditor, will have to list the reasons why the approval obtaining will not pose a risk for the independence of the auditing organization. Materials provided to the Audit Committee on this issue shall include a schedule showing the payment for non-audit services provided by the Auditor during the year, divided into various categories of services, as well as the projected remuneration payable in connection with the proposed provision of services.
10. Decisions taken by the Audit Committee, in accordance with clause 9 of the Policy, are provided to the Company's Board of Directors for information.

5. Conflict of Interests in the Provision of Non-Audit Services by Auditing Organization

11. Upon receipt of services for the audit of financial statements, the Company shall consider the possibility of risks to independence for an auditing organization due to:

1) the nature of the services previously received from this auditing organization;

2) financial or business relationships with this auditing organization for or after the period covered by the financial statements.

If the Company does not take or cannot take measures to exclude the threat of self-control for an auditing organization or reduce it to an acceptable level, the Company cannot receive services for financial statements auditing from such an auditing organization.

12. An auditing organization is prohibited from conducting an audit in cases provided for by the Law of the Republic of Kazakhstan “On Auditing Activities”.

13. The services received by the Company from an auditing organization shall not violate the principles of objectivity and confidentiality that can be created:

1) when an auditing organization has joint ventures or similar associations in which the majority of participants are competitors of the Company;

2) when an auditing organization provides services to the Company and other organizations whose interests are conflicting or that are in disputes and discussions with each other on issues, operations and problems.

6. Periodic reporting

14. At least 1 (once) per year, the Company shall submit to the Audit Committee a report including information for the previous period equal to 12 (twelve) months, including:

1) the scope of audit services provided by the Auditor;

2) the scope of non-audit services provided by the Auditor (broken down by various categories of services);

3) remuneration (for each individual service and in the aggregate) paid by the Company to the Auditor for the provision of such services.
7. Partner Rotation under the Project

15. The company shall require the Auditor to follow the principle of rotation of the project manager (who is primarily responsible for the audit) every 5 (five) years. The succession plan to achieve this result shall be prepared by the Auditor and submitted to the Audit Committee for review not later than 1 (one) year prior the rotation.

8. Employment of Auditor’s Workers in the Company

16. In the event of the appointment (election) of a person participating in the mandatory audit of the Company as an employee of the Auditor and (or) who participated in the mandatory audit of the Company as an employee of the Auditor within 2 (two) years preceding the date of his appointment (election) in the Company as a member of the Management Board, the Managing Director and the Chief Accountant of the Company, in order to eliminate a conflict of interest, it is required to obtain preliminary approval of the Audit Committee on the proposed candidate for further consideration of the issue of his appointment (election).
9. Annual Confirmation from Auditor
17. The auditor confirms to the Audit Committee (at least 1 (once) per year) that:

• the independence of the Auditor has been maintained;

• the auditor and his partners have no financial interests in the Company, except for an audit;

• members of the audit team have no financial interests in the Company;

• except as provided for in this Policy, there are no any other cases of the provision of services between the Company and the Auditor;

• no part of the remuneration paid by the Company to the Auditor is paid based on the occurrence of an emergency;

• the total amount of remuneration received by the Auditor for each service provided to the Company did not have a significant impact on the financial independence of the Auditor from the Company, the threshold of which, according to the Rules of Professional Conduct of Association of Chartered Certified Accountants of the United Kingdom of Great Britain and Northern Ireland (the АССА Rules of Professional Conduct), shall not exceed 15 (fifteen) percent of the total income of Auditor;

• there are no disputes between the Company and the Auditor.

18. The Audit Committee annually confirms to the Board of Directors of the Company, that the Auditor has provided the confirmation referred to in paragraph 17 of this Policy.
10. Final Provisions
19. This Policy shall be periodically assessed for applicability of requirements set forth herein.

The Audit Committee, as necessary, considers the issues of compliance with the requirements of the Policy.

Prepared by:

Head of Financial and Tax Accounting            /signature              A. Sarssenova
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