
 
 

KazMunaiGas EP 
Tender offer 
 
 KazMunaiGas EP (KMG EP) announced a cancellation of 

admission of GDRs to the Official List and to trading on LSE. 
The company invited shareholders to participate in the tender for cash at price of 
$14 per GDR less any applicable Kazakhstan withholding tax. The tender price 
sets 23.7% premium to the 30-day weighted average GDR price of $11.32 at  
December 1, 2017. The company applies to KASE for the GDRs to be admitted to 
the official list of KASE to provide an option to GDR holders to sell their GDRs 
free of Kazakhstan withholding tax starting from 20 December 2017.  The tender 
closing date is 22 January 2018. The tender offer is for all GDRs. The company 
had 70,220,935 common shares as of 30 November 2017, including 2,793,620 
treasury shares.  The company has 32.2% of common shares in the form of 
GDRs.  If KMG EP receives valid acceptances of the tender offer in respect of c 
39.4% of GDRs and 12.8% of common shares (the stake of KMG NC reaches 
over 75%) the offer becomes unconditional. That means KMG EP can purchase 
over 53,908,494 GDRs. The market cap of KMG EP at a tender price is $5.6bn, 
and the compensation to DR and shareholders will amount $1.92bn if the offer 
accepted by all shareholders.  

 The tender offer represents a rational development given 
privatization plans for KazMunayGas National Company (KMG 
NC). KMG NC controls 58% of common shares in KMG EP and plans to get at 

least 75% stake as a result of the tender offer. KMG NC, in turn, is 90%-
controlled by SWF Samruk-Kazyna (10% stake owned by the National Bank of 
the Republic of Kazakhstan). The state-controlled oil operator is on the 
privatization list of SWF Samruk-Kazyna. The consolidation of public company 
KMG EP with offshore oil production assets and other assets controlled by KMG 
NC would be beneficiary for the stakeholders as well as for the market sentiment, 
while the listing of KMG EP on LSE would create a price indication for potential 
KMG NC privatization deal. The traded KMG EP stock has limited liquidity and 
trades at 2.0x EV/EBITDA’17 that represents over 50% discount to its peer group 
(Thomson Reuters as of 20 December 2017). KMG EP reported $2059mn 
revenue, $521mn net income in 9M2017. Net cash reported at $4bn as of 30 
September 2017. The company planned $378mn capex for 2017. The net cash 
position of KMG EP is enough to service the offer. We do not rate KMG EP.  
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Exchanges 

Rating 

LSE / KASE 

Not rated 

MCap*, $ mn 

Free float, % 

5,286 

34% 

P/E’17** 7.9 

EV/EBITDA’17** 2.0 

  

  

  

Description:  

KazMunaiGas EP is the largest public 
exploration & production company in 
Kazakhstan.  
*as of 21/12/2017  
** Thomson Reuters consensus 
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Analysts certification and disclaimer 
 
This report has been prepared and issued by Hypothesis Research Limited (“Hypothesis”) in 
accordance with Hypothesis policies for managing conflicts of interest arising as a result of publication 
and distribution of investment research. Hypothesis is authorised and regulated by the Financial 
Conduct Authority (“FCA”). This report has been prepared by the analyst whose name appears on the 
front page of this report. 
The information contained within the report is intended for use by professional clients and eligible 
counterparties as defined in section 3 of the FCA Conduct of Business rules. Our research must not 
be acted on or relied upon by persons in the UK who would be categorised as retail clients. 
The report must not be distributed in any other jurisdictions where its distribution may be restricted by 
law. Persons into whose possession this report comes into should inform themselves about, and 
observe, any such restrictions. 
All information used in the publication of this report has been compiled from publicly available sources 
that are believed to be reliable, however we do not guarantee the accuracy or completeness of this 
report. Opinions contained in this report represent those of Hypothesis and the analyst at the time of 
publication.  
Hypothesis does not offer or provide personalised advice. The information provided is not intended to 
be, and should not be construed in any manner whatsoever as, personalised advice as it does not 
have regard to the specific investment objectives, financial situation and particular needs of any 
specific person who may receive this report. The information provided by us should not be construed 
by any subscriber or prospective subscriber as Hypothesis’ solicitation or inducement to buy, sell, 
subscribe, or underwrite any securities mentioned in this report. Investors should make their own 
investment decisions based upon their own financial objective and resources. 
Hypothesis has a restrictive policy relating to personal dealing. Hypothesis, its respective directors, 
officers, employees and contractors do not hold any positions in the securities mentioned in this 
report. Hypothesis may perform services or solicit business from any of the companies mentioned in 
this report.  
The value of securities mentioned in this report can fall as well as rise and may be subject to large 
and sudden swings. In addition, it may be difficult or not possible to buy, sell or obtain accurate 
information about the value of securities mentioned in this report. Past performance is not necessarily 
a guide to future performance. Forward-looking information or statements in this report contain 
information that is based on assumptions, forecasts of future results, estimates of amounts not yet 
determinable, and therefore involve known and unknown risks, uncertainties and other factors which 
may cause the actual results, performance or achievements of their subject matter to be materially 
different from current expectations.  
To the maximum extent permitted by law, Hypothesis, its affiliates and contractors, and their 
respective directors, officers and employees will not be liable for any loss or damage arising as a 
result of reliance being placed on any of the information contained in this report and do not guarantee 
the returns on investments in the products discussed in this publication. 
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