EDICT
WHICH HAS THE FORCE OF LAW OF THE PRESIDENT OF THE REPUBLIC OF
KAZAKSTAN

CONCERNING PETROLEUM
The 28th of June, 1995

In accordance with Article 1 of the law of the Republic of Kazakstan, dated December 10,
1993 *“Concerning the Temporary Delegation of Additional Powers to the President of the Republic
of Kazakstan and the Heads of Local Administrations”, for the purpose of ensuring protection of the
interests of the Republic of Kazakstan and its natural resources in the course of Petroleum operations,
I am Issuing this Edict.

CHAPTER 1. General Concepts and Terms

In this Edict:

“Block” means any territory on land and on water situated completely or partially in the
Republic of Kazakstan and designated as a Block on a specially compiled map of Blocks.

“Internal Water Bodies” means lakes, artificial water bodies and other water surface resources.

“Production” means any operations associated with the lifting of Petroleum to the subsurface
and it shall include among other things the following:

construction and operation of underground and surface industrial equipment and installations;

lifting of Petroleum to the surface, organization and maintenance of the working process in
operational wells;

processing and refining of Petroleum;

extraction of components associated with Petroleum.

“Competent body” means a governmental authority to which the Government of the Republic
of Kazakstan delegates the rights directly related to conclusion of Contracts.

“Contract” means an agreement between a Contractor and the Competent Body for
conducting of petroleum operations.

“Contract territory” means a territory allocated for conducting for conducting of Petroleum
operations and which is defined by geographical co-ordinates.

“Commercial Discovery” means a discovery on the Contract territory of one or several
Deposits (fields) worth of development.

“Licensee” means a user of the subsurface which became a holder of a License.

“License” means a permission granted by the Government of the Republic of Kazakstan to a
User of the Subsurface which became a holder of a License.

“License” means a permission granted by the Government of the Republic of Kazakstan to a
User of the Subsurface for conducting Exploration and Production for a fixed term within a Contract
Territory.

“Sea” means the surface and layer of water, the surface of the bottom of the Caspian and Aral
Sea (lakes), from the initial coastline of its entire extent within the boundaries of the Republic of
Kazakstan to its exterior marine frontiers which are established on the basis of the treaties between the
Republic of Kazakstan and the Seaboard States.

“Marine Scientific Research” means scientific research works associated with conducting of
Petroleum operations at sea.

“Deposit (field)” means one or several natural accumulations of hydrocarbons in a
geological reservoir of any type.

“Maim Pipeline” means an engineering installation consisting of the linear part and
associated overland facilities, communications, telecontrol and communication facilities intended for
transport of Petroleum from the place of production (processing) to the place of transfer to other
types of transport or the place of processing and utilization. A pipeline which operated in a regime of
a storage collector shall not be referred to as a Main Pipeline.



“User of the Subsurface” means any legal entity or a physical person, states, and (or)
international organization which carry out Petroleum operations in the Republic of Kazakstan in
accordance with this Edict.

“petroleum” means Crude oil, Natural gas and also the hydrocarbons which are extracted
after refining Crude oil, Natural Gas and after processing of oil shale or tar sand.

“Petroleum operations” means all types of wok relating to Exploration, Production and
associated with them in a single technological cycle, storage of petroleum and its piping by pipeline
transport.

“Contractor” means a User of the subsurface which concludes the Contract with the
Competent Body in accordance with this Edict.

“Good Petroleum deposit development practice” means practice usually employed by entities
which are engaged in conducting of Petroleum Exploration and Production in countries of the world,
as being reasonable, safe, efficient, and necessary for conducting of Petroleum operations.

“Associated compounds in Petroleum” means various types of metallic and other compounds
contained in petroleum and in the formation waters of a Deposit.

“Seaboard States” means the states of the Caspian and Aral Sea (lakes) basin, both adjacent
and situated on the opposite coast.

“Applicable law” means the law of the Republic of Kazakstan provided it is directly
stipulated in legislative acts or where the provisions of the Contract do not define “applicable law”.
In any other cases, the law of the Republic of Kazakstan or the law of any other country may be used
as applicable law subject to provisions of the Contract.

“Natural gas” means hydrocarbons which exist in gaseous state under normal atmospheric
temperature and pressure, including enriched gas, dry gas, associated gas, and residual gas which
remains after the extraction or separation of liquid hydrocarbons from the enriched gas, and non-
hydrocarbon gas produced together with liquid and gaseous hydrocarbons.

“Exploration” means any operations which are associated with the prospecting and
exploration of Petroleum and which includes: field geological and geophysical studies, structure
drilling, drilling of pioneer and research wells, and also test commercial Production work in the fields
which are explores.

“Crude oil” means any hydrocarbons, irrespective of their unit weight, which are extracted
from the surface in a liquid state under normal atmospheric temperature and pressure including liquid
hydrocarbons, known under the names of distillate or condensate which are formed of Natural gas
through the process of natural condensation.

Article 2. The Sphere of Application of the Edict

1. The Edict shall regulate the relations which arise in conducting of petroleum operations on
the territory which is under the jurisdiction of the republic of Kazakstan including at sea and internal
water bodies.

2. The Edict shall apply in combination with the Code of the Republic of Kazakstan
Concerning the Subsurface and Processing of Mineral Raw Materials” and other legislative acts of
the Republic of Kazakstan.

3. In the case od a contradiction between the Edict and any other legislative acts in respect of
regulation Petroleum Operations the provisions of this Edict shall apply.

4. When an international treaty to which the Republic of Kazakstan is a party establishes
rules which are different from those contained in this edict, then the rules of the international treaty
shall apply.

5. The Licenses issued and Contracts concluded prior to the enactment of this Edict and also
any other acts of state bodies of the Republic of Kazakstan which are related to those Contracts and
licenses shall remain in force.

Article 3. The Rights to Own Petroleum
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1. Any Petroleum in its natural condition in the subsurface of the Republic of Kazakstan shall
be exclusive property of the Republic of Kazakstan.

2. The owner of Petroleum lifted to the surface shall be defined in the Contract. The right to
dispose of the Petroleum brought up to the surface shall belong to the owner unless otherwise
stipulated in the Contract.

3. Petroleum returned into the subsurface for storage shall be considered the same way as
Petroleum lifted to the surface, and its owner shall be defined in the Contract.

Avrticle 4. Openness in Conducting Petroleum Operations

At the licensing body any interested parties shall have the right to peruse the following:

1) terms of holding the competitive bid (tender) of investment programs and contents of the
decision of its results;

2) contents of the License and Contract except for its Articles which are recognized by the
parties as confidential;

3) the map and the Blocks of the Contract territory.

CHAPTER 2. THE AUTHORITY OF THE STATE ADMINISTRATION BODIES IN THE
SPHERE OF CONDUCTING PETROLEUM OPERATIONS

Article 5. The Authority of the Government of the Republic of Kazakstan

The Government of the Republic of Kazakstan shall:

1) elaborate the strategies for the use, the rates of recovery and of further expansion of
petroleum resources;

) 2) establish the rules for the use of the subsurface and protection thereof and uniform rules
for development of oil and gas deposits;

3) supervise the compilation of the balance sheets of petroleum reserves of the republic and
organize the State accounting for studies of the subsurface (Blocks);

4) ensure the formation of strategic Petroleum reserves and accounting for their location on
the territory of the Republic;

5) introduce restrictions to the use of subsurface in individual sites, and also conservation of
deposits, for the purpose of ensuring the national security, environmental protection, public safety,
and the interests of the future generations;

6) define price policies;

7) hold tenders of investment programs and licensing of petroleum operations;

8) exercise supervision of the course of implementation of Contracts;

9) exercise any other powers in the sphere of petroleum operations, granted to it by the
legislative acts of the Republic of Kazakstan.

Article 6. Functions of the Competent Body

1. The functions of the Competent Body shall include the following:

1) carrying out negotiations with Contractors concerning the terms of Contracts and
preparing in conjunction with Contractors draft Contracts;

2) organization of conducting of independent expert evaluations of draft Contract documents;

4) submitting Contract for the registration to the Licensing body;

5) submitting an annual report to the Government of the Republic of Kazakstan on progress
in the implementation of Contracts;

7) conducting negotiations and conducting agreements in accordance with the instructions of
the Government of the Republic of Kazakstan, with the relevant bodies of any other states, which
ensure the possibility of implementing Contracts, construction and operation of pipelines and of any
other means of transport in their territory for the export of petroleum.

2. The Competent Body shall be obliged as follows:
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1) to ensure the observance of the interests of the Republic of Kazakstan;
2) to conclude petroleum Contracts only after an expert evaluation of the reserves of the
Deposit by a Government Authority.

Article 7. The Authority of the Local Representative and Executive Bodies

The local representative and executive bodies shall:

1) upon the issue of a License allocate land plots to Contractors in accordance with the land
legislation of the Republic of Kazakstan;

2) participate within their territory in implementing of the State Programme for the
development of the oil and gas sector of the Republic of Kazakstan subject to economic and
ecological considerations in the region;

3) Within the bounds of authority granted to them by legislative acts, exercise the supervision of the
protection of lans and water localities allocated for conducting of petroleum operations, of the
compliance with ecological safety rules, and of preservation of archaeological monuments and any
other items of historical and cultural heritage;

4) participate in negotiations with Contractors in order to resolve issues related to the
observance of social, economic and ecological interests of the public and the territory.

CHAPTER 3. TENDERS OF INVESTMENT PROGRAMMES FOR THE RIGHT TO
CARRY OUT PETROLEUM OPERATIONS

Article 8 The Forum of Granting the Rights to Carry out Exploration and production

1. The right to carry out Exploration and Production shall be granted on the basis of a tender.
Where there is not sufficient number of participants for conducting a tender (less than two) it shall be
allowed to grant the indicated right on the basis of direct negotiations.

2. The Government of the Republic of Kazakstan shall give the right to carry out direct
negotiations with users of the Subsurface concerning performance of Petroleum Operations without
conducting a tender.

Article 9. The terms for Conducting a tender of Investment Programmes for the Right to Carry
out Petroleum Operations

1. A tender for the right to carry out Petroleum operations may be open or closed.

The terms for conducting an open tender must be published and in case of a closed tender
they must be brought to the attention of all potential participants not later than 90 days prior to its
taking place.

Any entities who desire to participate in a tender shall have the right to receive the
information relating to the conducting of the tender.

2. Notice of a tender must contain the following:

1) time and place of the tender as well as the deadlines for submission of applications;

2) principal terms of the tender;

3) indications of location and descriptions of the Blocks intended to be granted for
conducting petroleum Operations;

In a tender notice also there shall br indicated the starting amounts of payment to the budget (lease
payments, bonuses, royalty, taxes and other), the price of the package of geological information,
amount of contribution for the right to participate in the tender.

Article 10. An Application for the Right to Participate in a Tender of Investment Programmes
1. An application to participate in a tender must contain the following;

1) applicant’s name, applicant’a address, nationality (for legal entities), citizenship (for
physical persons);
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2) information on the managers or owners of the applicant which is a legal entity and on the
person which will represent the applicant when obtaining the license;

3) information concerning technical, managerial, institutional and financial capacities of the
applicant.

2. Competitive bid proposals shall be attached to the application.

Article 11. Competitive Bid Proposals

1. An applicant within the deadlines established by the terms of the competitive bid shall
compile the competitive bid proposal which shall be recognized as an application for the right to
conduct Petroleum Operations. Evaluation of the conformity of technical and economic estimates
prepared by the applicants with the terms of the competitive bid shall be carried out by a commission
of experts and it shall be documented as a protocol. Formation of the number of applicants which
received positive expert evaluations by the commission shall be carried out by the licensing body.

2. A competitive bid proposal for the right to carry out Exploration must contain the
following:

1) information concerning previous activities of the applicant, including the list of states in
which the applicant carried out activities during the last 5 years, reference from the bank concerning
financial condition of the applicant;

2) intentions of the applicant with regard to the terms of conducting petroleum operation
including the programme of operations and the costs associated with their performance;

3) intentions of the applicant in respect of the protection of the natural environment,
including re-cultivation and reclamation of the territory;

4) numbers of the Blocks for which the application is submitted,;

5) sources of financing for Petroleum operations (owned or borrowed resources);

6) the term which is required for implementation of the investment programme;

3. A Production Application must also contain the following:

1) the information from the Exploration License and the results of its use;
if the applicant has one;

2) plan for development of deposit including among other items: the amount of Petroleum
which the applicant intends to extract;

3) planned starting date for production and for attainment of its maximum level;

4) projected estimates of costs associated with production and petroleum sale revenues;

4) proposed cash flow to the Republic of Kazakstan and the capital investment into
development of industrial and social infrastructure of the Contract territory.

4. An application to obtain the combined right to exploration and production must, as a rule,
contain the provisions which are required for applications for obtaining the right to catty out
Exploration and the right to carry out Production.

Article 12. The procedure and Deadlines for Considering Applications

1. An application shall be accepted for consideration after the payment by the applicant of the
fee for participation in the trade, the amount of the fee shall be established by the Licensing Body.
Within one month from the date of receipt of an application the applicant shall be officially notified of
acceptance of the application to participate in the competitive bid. Experts evaluations of applications
shall be carried out in the course of the competitive bid.

2. After the acceptance of an application for participation in a competitive bid, for the fee the
applicant shall be given a package of geological information concerning the locality of the Contract
territory which is of interest to the applicant. A package must contain a volume of geological, mining
and technical, technological and any other information which is of necessity to the applicant for
developing the programme of work and technical and economic indicators relating to conducting of
petroleum operations.

Article 13. Drawing the Results of a Competitive Bid
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The winner of a competitive bid shall be determined on the basis of a set of the following
principal criteria:

1) date of beginning and the intensity of conducting of Exploration operations;

2) date of beginning production and attainment of its maximum level, and also of the
maximum coefficient of petroleum extraction;

3) estimated amounts of the initial and subsequent payments to the Budget;

4) the amount of investments, periods and terms of financing of the project and the capital
investments into development of the production and social infrastructure
of the Contact territory;

5) compliance with the requirements associated with the protection of the subsurface and the
natural environment and with the safe conduct of operations.

Article 14. The Denial of the Right to participate in a Competitive Bid of Investment
programmes

the denial of the right to participate in a competitive bid of investment programmes may take
place in the following cases:

1) submission of the application in violation of the requirements of articles 10 and 11 of this
Edict, and also in violation of the terms of the competitive bid;

2) deliberate submission by the applicant of false information;

3) when the applicant fails to present documentary proofs of having or going to have the
technical, organizational, managerial and financial capacities which are necessary for conducting of
Petroleum operations indicated in the application.

Article 15. Condition and Procedure for Issuing License.

1. The person (entity), granted the right to carry out oil operations based on
competition and according to the procedure established by the Decree having the law power
“On Licensing” is issued license with additional requirements, provided by the present
Decree.

2. To the resource users who occupied the contract territory before the present Decree
came to power, the license is being issued as a rule on the basis of negotiation.

3. In case of commercial discovery the holder of license for exploration has an
exclusive right to obtain the license for extraction upon fulfilling the conditions, provided by
the license for exploration.

4. Application for obtaining licenses issued on the basis of negotiations between an
applicant and licensing agency, are being reviewed within two months from the submission
date. The term of an applicant review can be extended to six months upon a written
notification of an applicant. Issuing the license is accompanied by a mandatory expertise of
the application.

Article 16. The Purpose of License.

1. No one has the right to carry out exploration and extraction without an appropriate
license.

2. The Contract should correspond to the conditions of the license. The terms and
conditions of the contract, that contradict the license are void.

3. Before contract conclusion the content of the license can be modified only upon a
mutual agreement of both licensee and licenser.
Modifying license entails necessary appropriate changes of the contract.
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4. License for carrying out exploration and extraction is the basis for legalization of
geological, mountain and land allotment.

Article 17. Licensing Agency (licenser).
The licenses for exploration and extraction are issued by the Government of the RK.
Article 18. Types of Licenses.

The licenses are subdivided into the licenses for exploration and licenses for
extraction. Issuing of a combined license, the licenses both for exploration and extraction is
permitted.

Article 19. The License Term.

1. The license for exploration is issued up to 6 years. the license has the right to
extend the term of the license upon the fulfillment of the works and other obligations
provided by the license and contract. The terms of the license for exploration can be
prolonged twice each period 2 years. In case of discovering oil, licensee has the right to
prolong the license for the period, necessary for a commercial evaluation of the discovery. In
case the holder of the license for exploration has filed the application to obtain the license for
extraction, the terms of the license for exploration is being prolonged for the period, needed
to review the application for obtaining the license for extraction.

2. The license for extraction is issued for 25 years. For the deposits with the
recoverable (extractable) reserves exceeding 100 billion tons of crude oil and/or exceeding
100 billion cubic meters of natural gas, the license for extraction can be issued for up to 40
years. This period can be extended if the licensee applied for the term extension not later than
12 months before the expiration of the license term.

3. The application on prolongation of the license term should be reviewed not later
than 3 months after the date of submission to the licenser. Upon the prolongation of the
license term, the licensee shall pay a fee (license fee). It is established by the Government of
the RK. The licenses which were recalled by the licenser, shall not be prolonged. Continuing
oil operations by the holder of the license, which were recalled, is possible only upon issuing
of the new license, according to the procedure established by the present Decree.

4. The combined license is issued to the term, which includes the periods of
exploration and extraction and potential prolongation.

5. The terms of the license is calculated from the date of registration in the licensing agency.

Article 20. The Territorial Validity of the Licenses

1. The territory of the RK is divided into the right-angled blocks, for the exception of
the cases, when the borders of the block coincide with the borders of the RK. The size of the
blocks is limited by 10 minutes of a geographical coordinates net. The map of the blocks
where each block has a number of its own, is established by the Government of the RK.

2. The contract territory can include one block or a system of blocks, either adjacent
to each other, or separate. The block (blocks), allocated as a contract territory, can be limited
by certain depth. While issuing license for carrying out oil operations at sea, the contract
territory is defined by the sea bottom area with mentioning geographic coordinates of the
borders. The latter define the limits, within the activity, mentioned in the license is permitted.
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3. Should during the oil operations the geographical borders of the deposit exceed the
limits of the contract territory according to the license, then the question of expanding the
border shall be resolved additionally with the licenser.

4. The conditions of returning of the contract territory are defined by the contract.
During the term of the license for exploration (before its prolongation) nit less than fifty
percent of the contract territory shall be returned, for the exception of the territory, where the
commercial discovery was made.

Article 21. The Rights and Obligations of the Licensee.

The licensees have all rights, mentioned in the license and resulting from it, and are
liable for violations of the terms and conditions of the license.

Article 22. License Termination.

The license is terminated:

1) upon the expiration of the terms, mentioned in the license;

2) upon the recall by the licensing agency in accordance with article 23 of the present
Decree;

3) upon termination or changing the terms and conditions of the contract, concluded
on the basis of license;

4) upon liquidation and re-organization of the entity to which the license was issued.

Avrticle 23. Stopping the License.

1. Licensing agency has the right to stop the license in the cases, when the license
holder:

1) carries out oil operations, not provided by the license;

2) carries out activity in the frame-work of the license, yet according to the program,
not provided by the contract;

3) during its activity systematically violates the legislation of the RK on the
protection of mineral resources, environment and safety at work.

2. In case of stopping the license, the licensing agency notifies licensee in writing
about the reasons of such stopping and set a reasonable term for correcting them.

3. Should the reasons which caused the stopping of the license be eliminated, then the
license shall be immediately renewed. The license holder is notified in writing.

4. The stopping of the license entails the stopping of the contract, concluded on the
basis of the license.

Article 24. License Recall.

The licensing agency has the right to recall the previously issued license only in the
following cases:

1) either upon the license holder’s refusal to eliminate the reasons, which have caused
stopping the license, or if these reasons have not been eliminated during the adequately set
period;

2) upon determining the fact of providing the licensing agency with a false
information, which had a significant influence on the decision on issuing the license.
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3) upon determining (in court) the fact of providing illegal advantages to the
contenders or liberalization of the conditions and lowering the payment amounts to the
budget;

4) upon the failure to take measures, provided by Article 38 of the present Decree.

2 The recall of the license entails the termination of the contract, concluded on the
basis of the license, recovering the losses from the licensee, caused by he contract
termination ahead of time.

CHAPTER 5. CONTRACTS
Article 25. Types of Contracts.

1. The following contracts are used in the RK for carrying out oil operations:
on production sharing;
on providing services;
on joint activity (both with forming entity and without it).
2. The combined and other forms of contracts are permitted, depending on the
conditions of the concrete oil operations and other circumstances.

Article 26. The Terms and Conditions of the Contract.

The terms and conditions of the Contract are defined by the agreement of the parties
according to the applicable law and license, considering the terms and conditions of the model
contract established by the Government of the Republic of Kazakstan.

Article 27. The procedure of Concluding and Registration of the Contract

1. The Contract shall be by all means agreed upon with the state agencies, responsible for the
health care and sanitation, environment, mineral resources protection and safety at mountain work.
The agreement term shall not exceed 15 days from the date of receiving the contract documents by the
appropriate agency.

2. The Contract shall by all means be the subject for both economic and legal expertise
before signing. The term of expertise shall not exceed 30 days from the date of the submission of the
documents for expertise.

3. The Contract is registered in the Government of the Republic of Kazakstan. The Contract
comes into power from the date of its registration, if other more late terms are not mentioned in the
Contract.

4. The procedure for concluding the contracts is defined by the Government of the Republic
of Kazakstan.

Avrticle 28. Recognition of a Contract as Invalid

1. A Contract shall be recognized as invalid when the License issued to the Contractor is
recognized as invalid; in the event that a Contract is concluded without prior obtaining of the license;
and also for any other reason stipulated by the legislative acts of the Republic of Kazakstan.

2. A Contract for conducting Petroleum operations to which a Competent body is not a party
shall be invalid.

Article 29. Alteration and Termination of Contracts
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1. Alterations of provisions of a Contract may be carried out only where there is the consent
of both the Contractor and the Competent Body in writing, and provided alterations conform with the
License provisions.

2. The Contractor and the Competent Body may terminate the effect of the Contract only on
the bases of and in accordance with the procedure stipulated in the Contract. The revocation of the
license shall entail the termination of the Contract. The parties shall not be released from the
execution of [their] current obligations which remain outstanding at the time when the notice is given
of the termination of the Contract.

3. In the case of the premature termination of a contract the Contractor shall have the right to
independently dispose of the assets owned by the contractor, unless otherwise stipulated in the
Contract. In that respect, the Competent body shall have the preemption right to acquire the indicated
property. Issues relating to the conveyance of the right to own the assets which belonged to a
contractor during the time of the Contract’s validity, and also upon the expiry of its effects shall be
stipulated in the Contract. A contractor shall be obliged to leave the contract territory in a condition
which meets the requirements of the Rules. For Mining and sanitary Supervision, Protection of the
Subsurface and the Natural Environment approved in accordance with the established procedure.

4. in the event that provisions of the contract are altered in pursuance of the contract’s proposal
because of the formation of the new legal entity or consortium (member ship of the consortium
participants), formulation of the License for the newly created legal entity or consortium participants
shall be carried out in the procedure stipulated in this Edict after the termination of validity of the
License issued earlier

CHAPTRER 6. CONDUCTING PETROLEUM OPERATIONS
Article 30. Terms of Conducting Petroleum Operations

1. Terms of conducting Petroleum operations including the compulsory work program shall
be determined in the Contract in accordance with the legislation of the Republic of Kazakstan. When
as a result of exploration a Deposit (Deposits) are discovered the Contractor shall be obliged to
notify the Competent Body of the discovery, to make an assessment of the Deposit and provide a
summary of its commercial and non-commercial; significance. The deadlines for the notification of a
discovery, assessment, and the procedure for discussing and adopting decisions on the commercial
value of a discovery shall be defined in the Contract.

2. In the event of a commercial Discovery the contractor shall be granted the right to entire or
partial reimbursement of expenditures in accordance with the provisions of the contract.

3. In the event of the Contractor’s refusal to develop a Commercial Discovery the licensing
Body shall have the right to grant that discovery to another contractor.

4. When Exploration does not result in a Commercial discovery, the contractor shall not have
the rights to reimbursement of the invested resources.

Article 31. Joint Development of a Deposit
1. Joint development of a Deposit means co-ordination of Production operations between
Contractors in different parts of the same Deposit.
2. Contractors may conclude written agreements with one another for joint development of a
Deposit. The agreement shall be subject to approval by the Competent Body.

Article 32. Artificial Islands, Dams and Installations

1. The Republic of Kazakstan shall have the exclusive right to permit and regulate the
construction, operation, and use of artificial islands, dams, structures and installations intended for
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conducting of Petroleum operations at Sea, scientific research, and other purposes on the condition of
protection and preservation of the environment and bioresources.

2. Safety zones shall be established around such artificial islands, dams, structures and
installations, which extend to a discovery to a distance of 500 metres from any point of their external
outline. Islands, dams, structures and installations and also the safety zones which surround them,
shall be situated in locations where they may not become an obstacle to the customary sea routes
having substantial significance for navigation and fishing.

3. The enterprise responsible for the maintenance and use of artificial islands, dams,
structures and installations must ensure their safety and the maintenance of permanent facilities
warning of their location.

4. Abandoned and used artificial islands, dams, structures and installations when they may
not be utilized for business or any other purposes must be dismantled to such an extent as not to create
a hazard for human safety, not any interference with navigation and fishing.

5. The construction, operation and use of artificial islands, dams, structures and installations
shall be carried out in accordance with Regulations Concerning the Procedure and Terms for Issuing
Permits for Construction, Operation and Use of Artificial Islands, Dams, Structures and Installations
to be approved by the Government of the Republic of Kazakstan.

Article 33. Discharge and Burial of wastes Associated with Conducting of petroleum
Operations at Sea

1. Discharge and burial in the Sea of waters relating to conducting of petroleum operations
shall be prohibited.

2. Discharge of industrial wastes into the Sea may be conducted only with the permission and
under the supervision of the state supervisory bodies, on the condition that those waters are purified to
meet the established normative.

Article 32. Marine Scientific Research

1. Marine Scientific Research may be conducted by the Kazakstani and by foreign legal
entities and physical persons, foreign states and authorized international organizations.

2. The following principles must be observed in conducting of marine Scientific Research:

1) Marine Scientific Research must not create unjustified interference with any other
legitimate forms of the Sea use;

2) Marine Scientific research shall be conducted with the use of appropriate scientific
methods and facilities and in compliance with environmental protection measures;

3) The data collected in the course of Marine Scientific Research, after their processing and
analysis, must be transferred to the Republic of Kazakstan and shall not be promulgated or published
free of charge without a prior permission by the Government of the Republic of Kazakstan.

3. Marine Scientific Research may be conducted with the permission by the Government of
the Republic of Kazakstan. The procedure for conducting the marine Scientific Research shall be
approved by the government of the Republic of Kazakstan.

Article 35. The Right of the Republic of Kazakstan to Purchase Petroleum

1. The Republic of Kazakstan shall have the preemption right to purchase Petroleum out of
the share of a foreign User of subsurface or a non-state-owned domestic User of subsurface at world
market prices. The maximum amount of Petroleum which may be purchased, the procedure for
determining the price and the type of payment shall be stipulated in the Contract.

2. Terms of purchase of petroleum from a state-owned User of the subsurface shall be
determined by the Government of the Republic of Kazakstan in accordance with the legislation of the
Republic of Kazakstan.

Article 36. Requisition and Compensation for Petroleum
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1. In the event of a war natural calamity or any other cases envisaged by the legislation of
the Republic of Kazakstan concerning emergency circumstances, the Government of the Republic of
Kazakstan shall have the right to requisition of a part of all of petroleum which belongs to a user of
the subsurface under the right to own or under the right to business authority. Requisition shall be
carried out in amounts which are required for providing for the needs of the Republic of Kazakstan
during the entire period of emergency situations. In that respect, requisitions shall be taken from all
the Users of the subsurface in equal proportions of the actual Petroleum Production levels,
irrespective of their form of ownership and nationality.

2. The Republic of Kazakstan shall guarantee compensation for requisitioned Petroleum in
kind or by payment of its value to foreign Users of the subsurface in freely convertible currency, and
to domestic users of the subsurface in the national currency at the world market prices which are
current on the date of the requisition.

Article 37. The State Supervision of Conducting of Petroleum Orations

The state supervision of conducting of Petroleum operations shall be carried out by state
bodies (within the bounds of their authority) in accordance with the current legislation of the
Republic of Kazakstan. The workers of these bodies, who carry out inspections must ensure the
protection of commercial secrets.

Article 38. Petroleum Production Supervision

When a Contractor unreasonably delays the beginning of production or extracts Petroleum at
a level which inadequate to the geological potential of the Deposit, the licensing body may by a
written notice draw the Contractor’s attention to the necessity to adopt within a certain period such
measure as to ensure Production in the volumes based on Good Deposit Development Practices. In
the case of a failure to execute the notification within established deadlines, the Licensing body may
revoke the License in accordance with Article 24 of this Edict.

Article 39. Measurement of Petroleum Production

1. Measurement and weighing of Petroleum produced in a Contract territory shall be carried
out by the Contractor in accordance with the method approved by the Government of the Republic of
Kazakstan.

2. The Contractor shall systematically and at time intervals determined in accordance with
the established procedure and with the participation of a representative of the Competent Body,
conduct tests of the equipment and instruments which are used for Petroleum weighing and
measurement.

3. When in a test or inspection it occurs that equipment or instruments are defective, then
where it is impossible to determine the time when the defect occurred, the defect period shall be
defined as one half of the length of the time from the preceding measurement to the date on which the
defect was established.

CHAPTER 7. RIGHTS AND OBLIGATIONS OF CONTRACTORS
Article 40. The Rights of a Contractor
1. A Contractor have the following rights:
1) on an exclusive basis to conduct Petroleum operations within the Contract territory,
provided it is stipulated in the License and the Contract;

2) to build in the Contract territory facilities of industrial and social sphere which are
required for conducting the normal course of operations and also to use in agreement with the owners

concerning petroleum 12



of facilities and communications of general use both in the Contract territory and beyond its
boundaries.

3) to hire subcontractors for performing separate types of work relating to conducting
Petroleum operations;

4) to dispose of the Contractor’s share of petroleum (production) and of Associated
components both in the Republic of Kazakstan and beyond its boundaries, including the share
obtained in conducting test mad commercial work and test operation of individual wells, except for
the cases stipulated in Articles 35 and 36 of this Edict;

5) in a priority procedure, to carry out negotiations to extend the tern of effect of the Contract
beyond the dates established in Article 19 of this Edict;

6) to waive all or part of the Contractor’s rights and to terminate activities both in the
Contract territory and in the Republic of Kazakstan in accordance with the terms stipulated in the
Contract.

Article 41. The Obligations of a Contractor

1. In the course of the implementation of a Contract the Contractor shall be obliged as
follows:

1) to select the most efficient methods and technology for conducting Petroleum operations,
which are based on the standards adopted in the world Petroleum industry;

2) to use the Contract territory only for the purposes stipulated in the License and the
Contract;

3) to conduct Petroleum operations in strict compliance with the Applicable Law and to
comply with the requirements relating to the protection of the natural environment and the subsurface.

4) not to impede any other persons in moving freely within the Contract territory, in using the
facilities and communications of general use or in carrying out any types of the work, including
Exploration, development and Production of any other natural resources, except Petroleum, unless
this is associated with special safety conditions and when such activities do not impede conducting of
petroleum operations;

5) to comply with the technological plans and projects for conducting of Petroleum
operations and which ensure the safety of the personnel and of the public, and which are approved in
accordance with the established procedure;

6) to give preference to the equipment, materials and finished products manufactured in the
Republic of Kazakstan when they are competitive in terms of ecological and technological
properties, price, operating parameters and supply conditions;

7) to give preference to services of Kazakstan enterprises and organizations in the course of
Petroleum operations including the use of air, railway, water and other types of transport provided
these services are competitive in terms of price, efficiency and quality.

8) in conducting Petroleum operations, to give preference to Kazakstan personnel;

9) to submit to the Competent Body the programme of scheduled work and also the entire
information in the course of the implementation of a project;

10) to unreservedly present the required documents, information and access to working
stations to the monitoring bodies of the Republic of Kazakstan during their exercise of their service
functions;

110 to pass information concerning Petroleum operations to third parties when such a
necessity arises, only upon a general consent of the parties, unless otherwise stipulated in the
Contract;

12) to submit to the Licensing body the geological and geophysical information with the
result of activities in the Contract territory;

13) to timely pay taxes and compulsory levies;

14) to participate in the development of the social infrastructure in accordance with the
Contract;

15) to preserve items od cultural and historic significance;
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16) to forecast long-term ecological and economical consequences of their business
activities;

17) to restore at Contractor’s own expense the land plots and any other natural items which
are disturbed as a consequence of conducting Petroleum operations to a condition which is suitable for
their further use, in accordance with the legislation of the Republic of Kazakstan.

CHAPTER 8. MAIN PIPELINE TRANSPORT
Article 42. The Right to Own a Main Pipeline

1. A Main Pipeline shall be an invisible technological system and it may be in the state
ownership or it may be an any other ownership.

2. Managing Main Pipelines shall be carried out by its owner, unless otherwise stipulated in
the Contract.

Article 43. Operation of a Main Pipeline

1. Operation of Main Pipeline’s facilities shall be carried out in accordance with Rules for
Technological Maintenance, Safety and Security approved by the Government of the Republic of
Kazakstan.

The indicated Rules shall be compulsory for implementation by all state bodies, enterprises,
land users, officials and citizens in their interaction with the owners of Main Pipelines.

2. Energy supply enterprises shall be prohibited from carrying out any regime measures
intended to restrict the established energy consumption limits without the approval of the owner of the
main Pipeline.

3. An owner of a main Pipeline, by agreement with local representative and executive bodies
any other interested enterprises and organizations, shall elaborate joint efforts to provide for the
conditions of safe operation of Main Pipeline’s facilities and for liquidation of possible accidents,
emergency situations and their consequences.

4. Owners of a Main Pipeline shall bear the responsibility for the compliance with the Rules
for its technical maintenance, safety and security.

5. In the security zone of a Main Pipeline any types of work and operations shall be
prohibited, unless agreed with its owner.

6. Building of any items which are not related to the Main Pipeline shall be prohibited within
the minimum distance established by the construction standards and rules for ensuring safety.

Article 44. Relations Between Owners of Main Pipelines and the Local Representative and
Executive Bodies and Consignors

1. Local representative and executive bodies shall not have the right to interfere with the
operational and industrial activities of a Main Pipeline, which are related to the processes of pumping,
storage and distribution of Petroleum.

2. Workers of emergency services and the emergency and special purpose equipment of a
Main Pipeline may not be diverted for any other operations.

3. When there is a reserve of the carrying capacity in a main Pipeline, its owners shall not
have the right to refuse consignors the transport of petroleum. In that respect, consignors shall have
equal rights to receive the transport services at the same tariff.

Article 45. Construction, Laying and Operation of Underwater Pipelines and Cables
Construction , laying and operation of underwater pipelines and cables shall be carried out in
accordance with the Rules for Safety and Protection of the Environment When Constructing, Laying

and Operating Underwater Pipelines and Cables approved by the Government of the Republic of
Kazakstan.
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CHAPTER 9. PROTECTION OF THE ENVIRONMENT, SAFETY OF PUBLIC AND
PERSONNEL

Article 46. Status of Environmental Protection Measures

Performance of environmental protection efforts and protection of the public and personnel
health shall be carried out in accordance with current legislation and they shall be a compulsory
condition for conducting business activities associated with the forecasting (planning) and designing
of any Petroleum operations and for conducting thereof.

Article 47. Ecological Evaluation for Signing a Contract

A positive conclusion of the state ecology experts to substantiate the ecological and economic
feasibility of Petroleum operations, carried out on a scenario basis with a compulsory evaluation of
the environmental impact (EEI) of the planned operations shall be an indispensable ecological basis
for signing Contracts.

Article 48. Monitoring

Prior to beginning of Petroleum operations and during their entire period Users of the
subsurface must create a system for obtaining operative and comprehensive information concerning
changes which take place in the environment, and concerning the nature of the impact made there or
by the business activities, that is monitoring for the purpose of adopting remedies to eliminate and
reduce any negative influence upon the natural environment and of ensuring ecologically safe conduct
of Petroleum operations.

Article 49. Conduct of Petroleum Operations at Sea, in Internal Bodies of Water, in Ecological
Disaster Zones, and at Especially-Protected Environmental and Cultural Sites

1. General permissions to conduct petroleum operations at Sea, in the Internal water bodies,
ecological disaster zones, and at especially-protected environmental and cultural sites shall be adopted
by the President of the Republic of Kazakstan, upon presentation by the Government of the Republic
of Kazakstan on the basis of the conclusion of the state ecological expert evaluation.

2, The procedure for conducting Petroleum operations at Sea, in the Internal Water Bodies, in
ecological disaster zones, and at a specially protected environmental and cultural sites, shall be
approved by the Government of the Republic of Kazakstan.

3. Transport of Petroleum in the protected part of a Sea, when operating Deposits, shall be
carried out by pipeline in compliance with the requirements established by the legislation concerning
the protection of the natural environment.

CHAPTER 10. COMMERCIAL TERMS
Article 50. Currency Transactions

The procedure for effecting currency transactions by a Contractor and sub-Contractor shall be
determined by the legislation of the Republic of Kazakstan.

Article 51. Customs Regime

The customs regime shall be carried out in accordance with the legislation of the Republic of
Kazakstan.

Article 52. Taxes and Payments
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In conducting of Petroleum operations, a Contractor shall be a payer of taxes and other
compulsory payments in accordance with the legislation of the Republic of Kazakstan.

CHAPTER 11. LEGAL TERMS
Article 53. Conveyance of Rights and Obligations

1. A Contractor may assign all or part of its rights an obligations defined by the License of
Contract including by way of alienation of the Controlling Block of shares, to any other legal entity or
physical person, or an international organization, only with the written permission of the Licensing
Body and the Competent Body. The conditions of assignment of rights of obligations to a subsidiary
shall be stipulated by the Contract.

2. Expenditures associated with the assignment of rights and obligations in accordance with
the 1st part of this Article shall be made by the Contractor.

3. as long as a Contractor retains any participation in the Contract, that Contractor and the entity to
which the rights and obligations are being assigned, shall bear a joint liability in relation to the
Contract.

Article 54. Right to Own Information Concerning Subsurface

The right to own information concerning subsurface shall be determined in accordance with
the Code of the Republic of Kazakstan “Concerning Subsurface and processing of Mineral Raw
Materials™.

Article 55

1. Contractor shall be obliged to ensure against property risks and liabilities relating to the
following:

1) Transport and storage of freights which are to be delivered to the location of conducting
petroleum operations;

2) assets of Contractors which are used in the course of Petroleum operations including
leased ones and the assets of Contractors hired outside;

3) pollution of the environment including land and expenditures associated with liquidation
of consequences of the damage inflicted upon the environment, including reclamation and melioration
of lands;

4) general civil liability to third parties.

2. Contractors shall be obliged to ensure employees against accidents at work and
occupational disease including expenditures associated with the medical treatment of employees as a
consequence of accidents at work and occupational disease.

3. Insurance shall be carried out in accordance with the legislation of the Republic of
Kazakstan concerning insurance.

Article 56. Employment Relations
The terms of remuneration of labor, schedules of work and rest, social security and social
insurance of citizens of the Republic of Kazakstan which are employed by a Contractor shall be
regulated by the legislation of the Republic of Kazakstan.

Article 57. Guarantees od Contractors’ Rights

Contractors shall be guaranteed the protection of their rights in accordance with the
legislation of the Republic of Kazakstan. Amendments of and additions to the legislation which

concerning petroleum 16



deteriorate the position of a Contractor shall not apply to Licenses and Contracts which were issued
and concluded prior to such amendments and additions.

Article 58. Settlement of Disputes

1. The disputes relating to issuing, refusing to extend, suspending the effect of Licenses and
to their revocation , conclusion and execution of Contracts, shall be settled, where possible, either by
way of negotiations including those with the participation of international experts, or in accordance
with the procedures previously agreed in the Contract for the settlement of disputes.

2. When such disputes may not be settled and resolved in accordance with the provisions of
paragraph 1 of this Article then any of the parties may enter the indicated dispute for settlement to the
following:

1) the international arbitration bodies in accordance with the Law of the Republic of
Kazakstan “Concerning Foreign Investments”.

3) Any other disputes including disputes of Subsurface users with legal entities and citizens
of the Republic of Kazakstan shall be settled by the authorized judicial bodies of the Republic of
Kazakstan unless otherwise envisaged by agreement of the parties.

Article 59. The procedure for this Edict Entering into Force
This Edict shall enter into force from the 1st of July, 1995.
President
of the Republic of Kazakstan

N. Nazarbaev

Almaty, the 28th of June, 1995
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