Law
of the Republic of Kazakhstan

Concerning Development of Competition and
Restriction of Monopoly Activities

The 11th of July, 1991

Section I. General Provisions
Article 1. The Purpose of the Law

1. The purpose of the law shall be the stimulation of the free competition,
enterpreneurship and the protection of the interests of the consumers.

2. The law shall determine the following undertakings:

- to support the entrepreneurship, to develop competition in the market of goods;

- to prevent and restrict monopolistic activities and unfair competition in the market.

Article 2. The Sphere of the Application of the Law

1. The law shall be effective in the whole of territory of the Kazakh SSR and it shall
apply to the bodies of the state power and administration, organisational and
administrative formations, business entities irrespective of the form of their ownership
and subordination and their official persons.

2. The law shall also apply in the cases where the actions commited by business entities
and also organizational and administrative formations of Republics outside the
boundaries of the Kazakh SSR lead to the restriction of competition or have any other
negative consequences for the Republic’s market.

3. The law shall not apply to the right which ensue from the legislation concerning
inventions, industrial samples, trade marks, service marks and copyrights, except for
the cases where the relevant rights are deliberately used by their holders for the
purposes of restricting the competition.

Article 3. Definitions of the Concepts

In this law the following concepts shall be used:

- business entities, organisational and administrative formations, competition,
monopolistic activity, dominant position. The concepts which are used in this law shall
have the following meanings:

- "business entity” shall mean any legal entity and physical persons which carry out
business and commercial activities and which act as the participants of a turnover of the
goods;

- "organizational and administrative formations™ shall mean associations of business
entities, which exercise the rights of legal entities, into a single organisational system,
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which has a managerial body which carries out administrative functions in respect of
those entities (concern, association, union, company, etc.);

- "competition" shall mean competitiveness of business entities where their
independent actions effectively restrict the capacities of each of them to influence the
general conditions of circulation of goods in a certain market and stimulate the
producton of goods which are required by the consumer:

- "monopolistic activity” shall mean actions (failure to act), contradicting this law, by
the business entities, organizational and administrative formations or bodies of the state
power and administration which are aimed at the prevention, restriction or elimination
of the competition and which cause damage to the consumer;

- "dominant position" shall mean an exceptional situation of a business entity,
organizational and administrative formation of the Republic's markets which have a
negative impact upon the competition, impeding the access to the market of any other
business entities or in any other way restricting the freedom of their economic activities;
- "the dominant position” shall be understood to be a position of business entity and
organizational and administrative formation whose share in the market place of a certain
commodity exceeds the maximum limit which is established annually by the State
Committee of the Kazakh SSR for the support of new economic structures and
antimonopoly policy. In that respect the position of a business entity and organizational
and administrative formation whose share in a market place of a certain commodity
does not exceed thirty five per cent may not be recognized as dominant.

Article 4. The State Committee of the Kazakh SSR for the Support of New Economic
Structures and Restriction of Monopolistic Activity

1. For the purpose of conducting the state policy to develop the market of goods and of
the competition for restricting monopolist activities,  unfair competition and
coordination of activities of any other state bodies in that sphere the State Committee of
the Kazakh SSR for the support of new economic structures and restruction of
monopolist activiies (Antimonopoly Committee of the Kazakh SSR) shall be formed.
The main tasks, functions, powers and the responsibilities of the Antimonopoly
Committee of the Kazakh SSR shall be determined by this law and other legislative acts
of the Kazakh SSR.

2. The Antimonopoly Committee of the Kazakh SSR shall be subordinated to the
President of the Kazakh SSR and shall be accountable to the Supreme Soviet of the
Kazakh SSR.

The Chairman of the Antimonopoly Committee of the Kazakh SSR shall be appointed
by the President of the Kazakh SSR and it shall be approved by the Supreme Soviet of
the Kazakh SSR.

Section Il. The Support to Entrepreneurship and the Development of Competition

Article 5. The Obligations of the Bodies of the State Power and Administration in
Supporting Entrepreneurship and Developing Competition

The bodies of State Power and administration shall be obliged to carry out the
following:
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- support free competition of various types of business entities, irrespective of the form
of their ownership;

- special purpose investment by those business entities which develop competitive
activities in the industries where there are monopoly positions of certain manufacturies
of goods;

- creation of new enterprises for the purpose of extending competition in the market;

- the stimulation of activities of parallel productions in the monopolized sectors by way
of allocating to them of the state funds for the material resources, granting priveleges in
respect of their taxation and crediting;

- reorganization of the monopolistic organizational and administrative formations
which are under their subordination, division (the breaking up of the business entities
which have dominant positions in the market in compliance with conditions stipulated
in Paragraph 1 of Article 14 of this law;

- extending export and import activity, liberalization of customs duties in respect of
the goods which in the domestic market ensure the reduction in the monopolistic prices
and develop the competition.

Article 6. Banning the Actions of the State Power and Administration which Restrict
Comepetition

The bodies of the state power and administration shall be prohibited to adopt the acts
and (or) commit the actions which restrict the independence of business entities,
create discriminative or on the contrary favourable conditions for activity of some of
them, where such acts or actions have or may have as their result the restriction of
competition and (or) infringement of the interests of business entities or citizens,
including that the following shall be prohibited:

- to impede the creation of new business entities in any sphere of activities;

- to restricts the types of activities and production of goods (services, work) where
such are not prohibited by the legislation of the Kazakh SSR;

- to create union, the associations, intersectional, regional associations and any other
organizational and administrative formations by way of associations, merger, joining of
the state enterprises and to transform them into bodies of the state administration where
it leads to dominant positions of those formations in the market;

- give instructions to business entities, concerning primary supplies of goods to certain
circles of consumers, except for the cases which are directly stipulated in the current
legislation;

- carry out activities which impede the competitiion of business entities based on
various forms of ownership;

- unfoundedly grant to certain business entity, tax or any other priveleges which put
them into adventageous positions in respect of any other business enrities which
produce (manufacture) similar goods;

- establish restrictions in respect of import or export of goods, including food, from one
regoin of the Republic into another, introduce any other restrictions in the market
which are not stipulated in this law.

Article 7. Banning the Abuse by the Dominant Position in Market by Business Entities
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The following actions of business entities which have dominant positions in the market
shall be recognized as illegal:

- the reduction and cessation of production and also withdrawal from the circulation of
goods for the purpose of creating or maintaining artificially shortages in the market or
the increase of the price;

- the violation of the procedure of the price formation which is established by
normative acts;

- creation of impediments in respect of access to market (exit from the market) for
other business entities;

- imposing to the contractor of such conditions in the agreements which are not
relevant to the subject of an agreement and (or) put the contractors into
disadvantageous position, as compared to any other business entities, including the
dictation of its will to citizens and the legal entities in regard of compulsory conditions
of selling goods.

Article 8. The Invalidity of the Acts, Agreements of the Body of State Power and
Administration, Business Entities which Restrict Competition

The acts and also the agreements of the bodies of the state power and administration,
business entities which are aimed at restricting competition or those which are capable
to lead to such restriction, including the following, shall be prohibited and recognized
invalid completely or partially:

- concerning the subdivision of the market on a territorial basis, by volume of sales and
purchases, by the assortment of goods or by the circle of buyers (customers);

- concerning the elimination from market or restriction of the access to it for any
business entities as sailers of certain goods or their buyers (customers);

- concerning the establishments (support) in the market of the prices (tariffs),
discounts, mark ups (additional payments and) and increase of prices;

- concerning increases, decreases or maintaining prices at auctions and tenders.

Article 9. Banning the Unfair Competition

The unfair competition shall be prohibited, including the following:

- the promulgation of false or incorrect information (the presentation of accurate
information in a false light) which are capable of inflicting damage to assets and
business reputation of another business entity;

- misleading the consumer in respect of the nature, methods and place of the
manufacture, properties, fittnes to use or quality of goods;

- incorrect comparison of goods in the course of advertising activity;

- undauthorized use of someone’s trademarks, service marks, tradenames or
trademarks and also copying of the form, package, appearances of goods which belong
to other business entity;

- the receipt, the use and divulging of confidential research and development,
production or trade information, including commercial secrets without consent of its
owner.

Article 10. Banning of the Arising of the Organizational and Administrative
Monopolizm
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1. Organisational and administrative formations shall be subject to the State registration
acording to the procedure, stipulated in the law, concerning enterprises in the Kazakh
SSR and where the positive conclusion of the Antimonopoly Committee of the Kazakh
SSR in that respect exists.

In order to receive the consent of Antimonopoly Committee of the Kazakh SSR the
foundation party shall present to the Antimonopoly Committee of the Kazakh SSR the
petition and information concerning the purposes of the formation, volumes of business
activities of associated entities, their consent to enter the formation and share in the
market.

The Antimonopoly Committee of the Kazakh SSR not later than within thirty days from
the date of the receipt of the petition shall communicate to the applicant about its
consent or it shall send to it motivated refusal.

The Antimonopoly Committee of the Kazakh SSR shall give a negative conclusion in
respect of the legislation of organizational and administrative formation in the cases
where it creation leads to the arising of a dominant position of that formation in the
market and also restriction of competition on it.

The conclusion shall be sent to the body where that organizational and administrative
formation is to be registered.

2. The following organizational and administrative formations shall not be subject to
the State registration:

- those in respect whereof the conclusion of the Antimonopoly Committee of the
Kazakh SSR does not exist or where the negative conclusion is given;

- in the foundation documents whereof it is stipulated that the functions shall be
delegated to the bodies of the adminisration of such formation which contain the
restriction of the rights of enterprises which entered into those formations, and which
are granted to them by the law of the Kazakh SSR concerning the enterprises in the
Kazakh SSR.

Section Ill. The Objective, the Functions and the Powers of the Antimonopoly
Committee of the Kazakh SSR

Article 11. The Objective of the Antimonopoly Committee of the Kazakh SSR

The following shall be objectives of the Antimonopoly Committee of the Kazakh SSR:

- to support enrepreneurship, develop competition in the market of goods;

- to adopt measures to prevent and ban the monopolistic activities, the abuse of
dominant position in the market, the unfair competition;

- the supervision of the complaince with the antimonopoly legislation.

For financing the undertakings to develop entrepreneurship, competition at the
Antimonopoly Committee of the Kazakh SSR at the expense of the resources of the
Republic's budget of the Kazakh SSR the fund shall be created for the support of
entrepreneurship and development of competition. The Regulations, concerning the
fund, shall be approved by the President of the Kazakh SSR.

Article 12. Functions of the Antimonopoly Committee of the Kazakh SSR

The Antimonopoly Committee of the Kazkh SSR shall:
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1. Conduct the analysis for the purpose of indentifying the business entities which have
dominant position, restricting competition and carrying out the monopolist activity in
the market;

- carry out the expert evaluation of draft law and any other nominative acts which
pertain to the market funcitoning and development of competition;

- direct to the Supreme Soviet of the Kazakh SSR, to the President of the Kazakh SSR
to the Cabinet of Ministries of the Kazakh SSR reports on the condition of the market
and competition therein, proposals concerning the improvement in the antimonopoly
legislation and the practice of its application;

- give conclusions, when registering charters of organizational and administrative
formation;

- consider within the bounds of its authority, the cases of violation of antimonopoly
legislation and it adopt decision in respect thereof.

Article 13. The activities of the Antimonopoly Committee of the Kazakh SSR in
Respect to the Development of Competition

For the purposes of supporting and developing competition the Antimonopoly
Committee of the Kazakh SSR shall:

- study the condition of the Republic's market, the level of competition in it, develop
on that basis the the measures to support entrepreneurship and to overcome
monopolistic phenomenon;

- give recomendations to the body of the state power and administration in respect of
conducting measures which are aimed at the development of market and competition
therein;

- develop the measures to create parallel structures and small enterprises and also
subdivision of business entities which occupy the dominant position in a market. For
the same purpose the Antimonopoly Committee of the Kazakh SSR shall present to the
relevant bodies of state power and administration the proposals which are compulsary
for consideration as follows:

- concerning granting priveleges, loans and also the reduction of taxes or exemption
therefrom of the business entities which for the first time enter the market and also
those which operate in the areas requiring priopity development;

- concerning financial measures to expend the production of goods which are in
demand in markets for the elimination of the dominant position of certain business
entities

- concerning the introduction of taxes in bigher amounts with the transfer of the part of
them to financing the competitive production facilities;

- concerning improvements of the price policy in the area there sufficient compitition
does not exist and also which require priority development including, the establishment
in accordance with the procedure stipulated in the law of the Kazakh SSR *“Concerning
formation of prices in the Kazakh SSR” of tixed state prices (tariffs) for goods (work
services) for the purpose of preventing the increases of prices by the monopolies;

- concerning attraction of foreign capitals and creation of joint ventures, amendments
to the procedure of licensing of export and import transactions and improving customes
tariffs, including proposals on the introduction of compulsory licensing, prohibiting or
suspending the export or import transactions of business entities in the cases where they
violate the antimonopoly legislation.
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Article 14. The Power of the Antimonopoly Committee of the Kazakh SSR

1. The Antimonopoly Committee of the Kazakh SSR shall have the right to give
to the body of the State Power and Administration, organisational or administrative
formation and to business entities prescriptions which are compulsory for the execution
as follows:

- concerning reorganization of monopolistic organisational and administrative
formations;

- concerning splitting (breaking up of business entities which have the dominant
positions in the market;

The decisions of the Antimonopoly Committee of the Kazakh SSR concerning
the reorganization of organisational and administrative formations or concerning
breaking-up of business entities shall be adopted by it, where the following conditions
are observed:

- the possibility exists for the organisational and/or territorial separation of enterprises,
structural subdivisions or structural units;

- where a single technological relation of enterprises, structural subdivisions, structural
units, which are part of the entity to be broken up, does not exist;

- where such breaking-up is economically expeditient;

The splitting (breaking-up) of a business entity shall be recognized as
inexpedient in the cases where in the Kazakh SSR it leads to the following:
- to the increase of the cost of production of a commaodity;

- where the technical level of the production decreases;
- where the volumes of goods manufactured is reduced;
- where the quality of goods deteriorate;

- where the condition of the environment deteriorate.

Where it is impossible or inexpedient to split (break-up) a business entity which
is @ monopoly in a market or which occupies in it a dominant position, other measures
of the antimonopoly nature shall be applicable to it (establishing fixed prices, increasing
taxation, etc).

The decisions of the Antimonopoly Committee of the Kazakh SSR concerning
compulsory reorganizations (splitting, breaking-up) shall be subject to execution within
the deadlines established by them, which may not be less than six month from the date
of the communication of the decisions to the executors.

In the event that the dominant position of an organisational and administrative
formation or business entity has arisen as a result of the organization of the production
of goods which do not have any analogues in the market, that decision of the
Antimonopoly Committee of the Kazakh SSR concerning compulsory reorganization
(splits, break-ups) may be adopted not earlier than within one year from the moment of
arisiing of this dominant position.

2. The Antimonopoly Committee of the Kazakh SSR shall have the following rights:

1. Improse fines for the violation of the antimonopoly legislation or institute
proceedings concerning imposition of such fines in the cases which are established by
this law

2. Introduce proposals to the body of the state administration concerning the abolishing
or amending the acts adopted by them, which violate the antimonopoly legislation or
contradict it
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3. Institute in court or arbitration tribunals actions which are related to the violation of
the antimonopoly legislation, including the cases concerning the recognition fully or
partially of acts and agreements, stipulated in Article 6 and 8 of this law and to
participate in the consideration thereof.

4. Petition to the bodies of the Prosecutor’s office of the Kazakh SSR in respect of
challenging the acts which contradict the antimonopoly legislation in respect whereof
the prosecution supervision is exercised, direct to the prosecutor’s office the materials
which are related to the violation of antimonopoly legislation for the consideration
according to the procedure established by law.

5. Hear at the sessions of the Antimonopoly Committee of the Kazakh SSR the account
of officials of the body of the state administration, organisational and administrative
formations and business entities on the issues which are included to the bounds of
authority of the Antimonopoly Committee of the Kazakh SSR.

Article 15. The Right of the Antimonopoly Committee of the Kazakh SSR to have the
Access to Information

1. The Antimonopoly Committee of the Kazakh SSR shall have the right to
obtain from the body of the state administration, organizational and administrative
formations, business entities, officials any information which is required for the
implementation of its purposes and functions, including written (oral) explanation in
respect of the violations of the antimonopoly legislation.

The officials as well as the the persons authorized by the Antimonopoly
Committee of the Kazakh SSR shall have the right to access to the bodies of the state
administration, organisational and administrative formations, business entities for the
exercise their service duties and the perusal of any required documents.

2. The Antimonopoly Committee of the Kazakh SSR shall be obliged to keep
the State and commercial secters.

Aticle 16. Expert Evaluation Panels attached to the Antimonopoly Committee of the
Kazakh SSR

Attached to the Antimonopoly Committee of the Kazakh SSR shall be the panels
of experts which function and which shall be formed from the scientists and the
specialists, representatives of the bodies of the state power and administration.

The Expert panels shall evaluate the level competition in the commodity market,
they shall give recommendations for its development and improvement of the
antimonopoly legislation.

The expert panels shall give conclusions in respect of the compliance with the
antimonopoly legislation of normative acts and also of the agreements and contracts of
business entities, concerning the recognition of organisational and administrative
formations or business enties as the entities which carry out monopolistic activities and
which has a dominant position in the market.

Article 17. The Procedure for Considering by the Antimonopoly Committee of the
Kazakh SSR of the Cases of the Violation of the Antimonopoly Legislation
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The procedure for the considering by the Antimonopoly Committee of the Kazakh SSR
of the cases concerning the violation of the antimonopoly legislation shall be
determined in the Regulations concerning it.

Article 18. Responsibility of the Antimonopoly Committee of the Kazakh SSR and the
Procedure for Challenging its Decisions

The decisions of the Antimonopoly Committee of the Kazakh SSR which have a
nature of compulsory prescriptions and which prevent the registration of the charters of
organizational and administrative formations and also concerning the imposition of
fines on legal entities shall be challenged in courts or Arbitration tribunals in
accordance with the procedure established in the legislation.

The decisions concerning the imposition of fines upon the officials and citizens
shall be challenged in accordance with the procedure established in the legislation of
the Kazakh SSR concerning the administrative responsibility.

Damages which are caused by illegal actions of the Antimonopoly Committee of
the Kazakh SSR shall be reimbursed upon the action of the inferested parties in
accordance with the procedure established in the legislation.

Section 4. The Responsibility for Violating of the Antimonopoly Legislation

Article 19. The Reasons and the Norms of Fines for Violating of the Antimonopoly
Legislation

1. The responsibility in the form of fine shall emerge for the following reasons:
- for committing acts by officials or bodies of the State power and administration which
assist monopolistic activities and restrict competitions, and which are stipulated in
Article 6 of this law;
- for the abuse of the dominant position in a market which manifests itself in the actions
stipulated in Article 7 of this law;
- for restriction competition in the market which manifests itself in the action stipulated
in Article 8 of this law;
- for the exercise of unfair competition which results in the actions stipulated in the
Article 9 of this law;
- for the failure to present to the Antimonopoly Committee of the Kazakh SSR within
established deadline documents, materials and any other information and also written
explanations stipulated in Article 15 of this law or for presentation of deliberately
inadequate or false informatuion;
- for the evasion from the implementation of prescriptions of the Antimonopoly
Committee of the Kazakh SSR which are issued in accordance with the paragraph 1 of
Article 14 of this law or for an untimely implementation of those prescriptions.

2. The fines for violations which are stipulated in subparagraph 1 to 4 of
paragraph 1 of this article shall be imposed in the following amounts:
- from organisational and administrative formations and business entities which are
legal entities - from 1000 roubles to 1 min. roubles;
- from the business entities which are citizens from 200 to 1000 roubles;
- from the officials of the bodies of the State power and administration, organisational
and administrative formations and business entities - from 100 to 500 roubles.
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The fines for the violations, stipulated in sub paragraph 5 to 6 of paragraph 1 of
this article, shall be imposed upon the officials in the amount from 100 to 500 roubles.

If in result of a monopolistic activity, the abuse of the dominant position or
unfair competition the unreasonable amount of profit is generated, then the fine on the
business entity may be imposed in threefold amount of that profit.

3. The imposition of fines, stipulated in subparagraph - 1,2,4 of paragraph of
this article, shall be carried out by the Arbitration, and on the officials and citizens by
courts in accordance with the procedure established in the legislation of the Kazakh
SSR. The levying of fines, stipulated in subparagraphs 5 to 6, of paragraph 1 of this
article, shall be carried out by the Antimonopoly Committee of the Kazakh SSR.

The amount of fines which are levied for violationg the antimonopoly legislation
shall be included in the revenue the Republic budget.

Article 20. The Confiscation of Profits Received Undeservedly and the Compensation
for the Damages Inflicted

The profits which are received as a result of monopolistic activities, the abuse of a
dominant position in the market, unfair competition shall be confiscated to the Republic
budget and the damages caused by those actions shall be compensated to the victims.

Article 21. Criminal responsibility for Violating of Antimonopoly Legislation

The criminal responsibility for the violation of antimonopoly legislation shall be
established by the Criminal Code of the Kazakh SSR.

President of the Republic of Kazakhstan
N. NAZARBAEV
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