LAW

OF THE REPUBLIC OF KAZAKHSTAN

CONCERNING AUDITING IN THE REPUBLIC OF KAZAKHSTAN

the 18th of October, 1993

This law shall define the legal fundamentals for the performance of auditing and it is
aimed at the creation of a system of financial control which shall assist in the protection of
the proprietary interests of owners.

The norms of this Law shall be effective in the whole of the territory of the Republic of
Kazakhstan and shall be relevant to all business entities irrespective of the form of
ownership and spheres of activities.

Chapter 1. General Provisions

Article 1. The Legal Fundamentals of Audit Activities

Relations associated with the performance of audit activities in the Republic of Kazakhstan
shall be regulated by this Law and other legislative acts of the Republic of Kazakhstan.

In the event that international treaties and agreements of the Republic of Kazakhstan
stipulate rules other than those contained in this Law and other legislative acts of the
Republic, which regulate audit activities, the rules of the international treaties and
agreements shall apply.

Article 2. Audit

Audit shall be an inspection of financial statements, accounting, primary documents and
other information concerning financial and business activities of business entities for the
purpose of ascertaining the fairness of the statements, accounts, their completeness and
compliance with the current legislation and established normatives.
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Audit shall be carried out by independent persons (auditors), organisations of auditors
(firms) on the basis of agreements with business entities (customers).

Audit inspections shall not exclude the performance of monitoring with regard to the
legality of business activities of enterprises by the state authorities, which is carried out in
accordance with the current legislation of the Republic of Kazakhstan.

Neither a legal entity nor a physical person shall be referred to as "auditor”, nor shall it
describe itself as engaging in audit activities, unless it is registered in accordance with the
established procedure and underwent the attestation by the Qualification Commission to
obtain the right to engage in audit activities.

Audit may be carried out by foreign auditors or firms, whose activity in accordance with
their charters is rendering audit services, expert services and consultancy services, and
which in accordance with the established procedure received the permission from the
Qualification Commission for the right to engage in audit activities in the territory of the
Republic of Kazakhstan.

Article 3. Audit Activities

Audit activities shall be understood to be a type of entrepreneurial activity in a form of
organised and methodical conduct of audit, practical execution of audit inspections and
rendering other audit services.

Audit services may be rendered in a form of audit inspections, expertise, consultancy in
matters of compliance of financial statements with laws and other normative acts and of the
fairness of financial and business activity results, accounts, finance, taxation, law, banking
and insurance, ecology, correct organisation of production, marketing, analysis and
prognosis of the financial condition for the purpose of ascertaining reserves for the
enhancement of efficiency of potential productive performance of business entities in the
conditions of market economy; on a contractual basis and for a fee.

Article 4. An Auditor
A person who has been attested by the QualificationCommission and who has obtained a
qualification certificate (confirmation) for the conduct of audit activities for five years may
be an auditor.
Auditors as entities of entrepreneurial activity shall carry out their activities in an

individual procedure or through specialised organisations of auditors (firms). Auditors and
firms of auditors may form various types of associations.
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Auditors and firms of auditors shall be independent from state bodies and their clients.

Auditors and assistant auditors may not be employees of state bodies and public
organisations, except for persons who carry out scientific or educational activities.

Persons who have been convicted of embezzlement shall not be permitted to engage in
audit activities.

Article 5. A Firm of Auditors

A firm of auditors shall be an organisation whose main type of activity is rendering audit
services.

Firms of auditors may be based on any form of ownership.

A firm of auditors shall be permitted to carry out audits, provided there is at least one
auditor working in it.

An auditing firm may be headed only by an auditor.

Article 6. An Assistant Auditor

For the performance of ancillary work in the conduct of audits, an auditor may have
assistants from among persons who have higher or vocational education. An assistant
auditor shall not enjoy the right to sign audit conclusions, expert conclusions, extracts or
other official documents concerning audit.

Relations of an auditor and his assistant, the volume of work for the assistant, wages
payments and other items relating to his activities shall be determined by the current
legislation and the agreement between them.

Article 7. Audit Conclusion

An auditor shall compile the audit conclusion based on the results of the audit, which shall
be an official document to be presented to the client on the date determined by the
agreement. The following information shall be presented in the conclusion: statement of
compliance of accounts and the balance sheet of an enterprise with the requirements of
the current legislation, accounting and reporting; and recomendations to eliminate
violations and minstakes that have been identified in the financial statements.
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Audit conclusion must comply with the established standards, it must be signed and
attested by the auditor who carried out the audit. Audit conclusion shall be formulated on
the basis of the protocol concerning the completion of the audit, which shall be signed by
the auditor and also by the manager and the chief accountant of the audited entity, unless
otherwise stipulated in the agreement.

Audit services in the form of consultations may be rendered orally or in writing with the

formulation of extracts and other official documents. Audit services in the form of expertise
shall be formulated as expert conclusions or protocols.

Chapter I1. Conditions and Procedures for the Attestation of Auditors

Article 8. Attestation of Auditors

The attestation of auditors (the identification of qualificational suitability) shall be carried
out by the Qualification Commission.

Persons who wish to engage in audit activities shall be admitted to be attested, on the
condition of the candidate's meeting the following requirements:

- higher or secondary vocational education;
- experience in economics, finance, accounting, auditing or legal work.

The availability of relevant knowledge in issues of audit shall be identified by way of
taking appropriate examinations.

Persons who have not passed the examentaion shall have the right to repeatedly take it but
no sooner than after one year from the adoption of the decision by the Qualification
Commission.

The Qualification Certificate shall be issued for the term of five years.

Article 9. The Qualification Commission
The Qualification Commission attached to the Ministry of Finance of the Republic of
Kazakhstan shall be for the purposes of attestation of candidates, including foreign, who
wish to engage in audit acitivities in the Republic of Kazakhstan.

The Qualification Commission shall be formed of equal numbers of representatives of
auditors and officers of state authorities for a term of five years.
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An auditor from among members of the Qualification Commission shall be elected to be
the Chairman of it.

For the attestation of auditors the Qualification Commission shall, on a contractual basis
invite specialists form central economic bodies, banks, tax inspectorates, representatives of
the economic science and instructors of higher educational institutions.

Regulations concerning the Qualification Commission, the list of financial, economic, and
analytical accounting disciplines for examinations, and the procedures for taking the
examinations shall be approved by the Ministry of Finance of the Republic of
Kazakhstan.

Article 10. Reasons for the Annulment of Qualification Certificates

The Qualification Certificate may be annulled by the Qualification Comission for the
following reasons:

- professional incapacity of an auditor;

- untrue nature of the information, on the basis of which the Qualification Certificate was
issued;

- delay in the beginning of activities as auditor for more than a year;

- deliberate issuing of a false audit conclusion or any other violations of the legislation of
the Republic of Kazakhstan.

An auditor shall have the right to challenge decisions of the Qualification Commission in a
court procedure.

Chapter I11. The Procedure for the Conduct of Audit and Performance
of Other Audit Services

Article 11. General Provisions for the Conduct of Audit and Performance of Audit
Services

An auditor may render his services individually or as employee of a firm of auditors.
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An auditor shall have the right to individually render audit services only if he has the
Qualification Certificate and the state registration as a private entrepreneur (a business
entity).

A firm of auditors shall have the right to render audit services, provided among its
members there is at least one auditor who has the Qualification Certificate and the state
registration as business entity.

It shall be prohibited to bodies of the state executive power, control and monitoring
institutions which have the state power authority, to engage in rendering audit services.

Auditors and firms of auditors shall keep accounts and submit statistical and accounting
reports concerning their activities, to tax and statistics authorities in places of their location
in accordance with the current legislation.

Article 12. The Basis for the Conduct of an Audit and Rendering Other Audit
Services

Audits shall be carried out on the basis of an agreement between an auditor (a firm of
auditors) and a client.

Audit services in the form of consultations may be rendered on the basis of an agreement,
a written or oral invitation from a client to an auditor (a firm of auditors).

An agreement concerning the conduct of an audit and the performance of other audit
services shall stipulate the subject and the term, the volume of audit services, amount and
conditions of payment, and responsibilities of the parties. With consent of the parties the
agreement may also stipulate other conditions, including amounts of additional payments
for the auditor's work in relation to the economic results, or sanctions for improper
execution thereof, at the expense of own resources of parties to the agreement.

Business entities which are audited on conditions of agreements shall include expenses
associated with the payment of fees for audit services in the cost of production (work,
services).

Article 13. Reports Concerning the Results of an Audit
The execution by an auditor (a firm of auditors) of an agreement shall be stipulated in the

protocol of acceptance of the auditor's conclusion, or in any other official document, unless
stipulated in the agreement.
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Auditors' conclusion shall be prepared with the observance of appropriate norms and
standards and it must contain the confirmation or a motivated refusal to confirm the
fairness, completeness and compliance with the legislation of financial statements of the
customer.

Avrticle 14. Settlement of Disputes

Disputes that arise between auditors (firms of auditors) and their customers may be settled
by an third party judgement or by the Chamber of Auditors of the Republic of Kazakhstan,
provided this is stipulated by the agreement.

Article 15. Hiring of Auditors by State Authorities

Law-enforcement and other State Authorities which are entrusted by the legislative acts of
the Republic of Kazakhstan with the right to monitor particular aspects of activities of
business entities, may call upon auditors to conduct audits (inspections) of business
entities, exclusively within the bounds of authority of the body that instigated the audit.
On the basis of conclusions drawn by an auditor, the law-enforcement bodies and other
similarly authorised bodies shall have the right to take decisions in accordance with the
current legislation. The costs associated with the conduct of an audit shall be payable by
the body which istigated the audit (inspection).

Article 16. Restrictions in the Conduct of an Audit
A person who has fiduciary relations with the client (owner or manager of the audited

business entity), or relations of close kinship, nature or marriage, or common financial
interests may not be hired as auditor.

Chapter 1V. Rights and Obligations of Auditors and Clients

Article 17. The Rights of Auditors

Auditors and firms of auditors in the conduct of audits in accordance with the concluded
agreements shall have the following rights:

- to inspect accounting books and other documentation concerning financial and business
activities;

- to inspect availability of monetary amounts, securities and tangible assets;
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- to be presented by third parties with all the information that is necessary for the fulfilment
of the audit purposes;

- to hire for the work on a contractual basis, specialists, except for the persons who work at
the entities to be audited, or who have subordinate relations, direct kinship relations or
common financial interests;
- to obtain from banks any required information concerning transactions and condition of
accounts of legal entities under audit.

Article 18. The Obligations of Auditors
Auditors shall not have the right to divulge, without consent of the entity under audit, any
information which contains commercial secrets, except for the cases of transfer of the
results of an audit to the owner or the authority which instigated the audit (inspection). In
the event that violations of the legitimacy of finance and business transactions are
established, the auditors must introduce into the audit conclusion recommendations for
their elimination.

The implementation of recommendations contained in the audit conclusion shall be carried
out by the entity under audit or by the body which instigated the audit.

Auditors shall ensure the safety of documents which they receive, and of those they
compile in connection with the fulfilment of an assignment.

Article 19. The Rights of A Customer
A customer shall have she following rights:
- to familiarise himself with the results of an audit;
- to receive consultations and recommendations concerning the procedure for the
maintenace of bookkeeping accounts, financial and statistical reports and the correction of
revealed drawbacks and violations; and

- to appeal to the court for the settlement of disputes relating to the results of an audit.

A business entity under audit, which has not instigated the audit, shall exercise the same
rights.
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A customer shall have the right to hire foreign auditors and firms of auditors for the
conduct of audits of financial and business activities.

A customer shall have the right to freely choose the auditor (the firm of auditors) in
compliance with the requirements of this Law.
Article 20. The Obligations of A Customer

A customer (or an entity under audit which has not instigated the audit) shall be obliged as
follows:

- to arrange for the auditor (the firm of auditors) appropriate conditions for the quality
performance of audit;

- to present to the auditor all the required documents, and also to bear the responsibility for
their authenticity.

A customer shall be obliged to pay for audit services in accordance with the agreement.
Irrespective of the conduct of audits, the responsibility for the compliance with the current

legislation in the area of accounting, periodic and annual financial statements and their
timely presentation to the authorised state bodies shall rest with a business entity.

Chapter V. The Responsibility of Auditors and Firms of Auditors

Article 21. The Responsibility of Auditors

Auditors and frims of auditors shall bear the responsibility for ensuring well-qualified and
high-quality fulfilment of their obligations stipulated by the legislation of the Republic of
Kazakhstan and agreements.

The material responsibility of auditors and firms of auditors in connection with inflicting
damage to the customer as a result of poor-quality audit shall be stipulated in the
agreement.

Article 22. Insuring Against the Responsibility
Firms of auditors shall guarantee their material responsibility by insuring at the expense of

their own resources, and individual auditors - both at their expense and at the expence of
insurance.
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Chapter VI. Public Associations of Auditors

Article 23. Public Associations of Auditors

For the purpose of expressing professional interests, developing methodological
recommendations for the conduct of audits, measures for the enhancement of qualifications
of auditors, the research of the market for audit services, the distribution among auditors
and firms of auditors of normative documents concerning finance, accounting and taxation,
for rendering to them cosultative and practical assistance in organising audit, auditors may
form public associations in accordance with the current legislation.

Article 24. The Chamber of Auditors

The Chamber of Auditors of the Republic of Kazakhstan shall:

- be an independent public association and shall be entrusted to assist the development,
improvement and unification of audit in the territory of the Republic of Kazakhstan;

- on voluntary principles unite firms of auditors, individual auditors of the Republic of
Kazakhstan and other states, who observe the Charter of the Chamber, and it shall co-
ordinate their activities;

- operate in the framework of the Constitution and Laws of the Republic of Kazakhstan and
the Charter of the Chamber, which shall be approved by the meeting of auditors of the
Republic of Kazakhstan.

The Chamber of Auditors of the Republic of Kazakhstan shall delegate its members to
participate in the Qualification Commission.

The Chamber of Auditors of the Republic of Kazakhstan shall establish relations with

monitoring bodies of foreign countries and appropriate international organisations, it shall
conclude with them agreements concerning business collaboration.

President of the Republic of Kazakhstan
N. NAZARBAEV
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for more Kazakh laws in English send a fax to QSE: (3272) 336024
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