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General 

1 Describe, in general terms, the key commercial aspects of the oil 
sector in your country. 

Kazakhstan is ranked ninth with respect to proven reserves of hydro-
carbons. As of today the proven reserves of oil in Kazakhstan approx-
imately a m o u n t to 5 .3 billion tons. Potential reserves of oil only with 
respect to the fields located in Kazakhstan sector of the Caspian Sea 
are estimated at more than 17 billion tons. 

In 2008 , Kazakhstan produced 70.6 million tons of oil and gas 
condensate , with an increase by 5 per cent as compared with the 
previous year. 

The major oil companies of Kazakhstan are N C Kazmunaigas 
(KMG), Tengizchevroil , C N P C - A k t o b e M u n a i G a s , Karachaganak 
Petroleum Operat ing, and others. 

KazTransOil JSC (КТО), a subsidiary of K M G , is a monopol i s t 
in the pipeline oil t ranspor ta t ion market . The company operates oil 
pipelines with a length over 5 ,286km. 

In 2008 , the volume of oil t ranspor ta t ion via the system of the 
main oil pipelines of К Т О equalled to 4 7 , 4 6 7 million tons. 

Kazakhstan oil is t r anspor ted to the main marke t s of Europe 
and the Medi terranean via two main pipeline routes: Atyrau-Samara 
(15.9 million tons per year) and Caspian Pipeline Consor t ium (Tengiz-
Novorossiysk) (32.9 million tons), as well as by tankers and by rail 
on route Aktau-Baku-Batumi (10 million tons). Oil pipelines Kenki-
yak-Atyrau, Alibekmola-Kenkiyak, Nor the rn Buzachi-Karazhanbas 
and Atasu-Alashankou are being put into operat ion. The capacities 
of the Atyrau-Samara oil pipeline, por t of Aktau , and of a number of 
railway collecting and filling terminals have been expanded. 

2 What percentage of your country's energy needs is covered, directly 
or indirectly, by oil as opposed to gas. electricity, nuclear or non-
conventional sources? What percentage of the petroleum product 
needs of your country is supplied with domestic production? What are 
your country's energy demand and supply trends, especially as they 
affect crude oil usage? 

The basic volume of the country 's energy needs is covered by the 
traditional sources of energy; 8 I per cent of the required volume of 
electric energy is produced by pulverised-coal-fired power plants and 
8.7 per cent is being produced by gas turbine plants. 

T h e share of renewable energy in the total energy balance of 
the country is abou t 1.5 per ccnt, basically due to the use of hydro-
energy and power generat ion. Hydroelectr ic power s tat ions a n n u -
ally p roduce 12 per cent of the country ' s total energy genera t ion . 
The hydroelectric potential of Kazakhstan is est imated at 170 billion 
ki lowatt -hours (k\Vh) per year. 

Produc t ion of electric energy by non- t r ad i t iona l r enewable 
sources of energy is undeveloped and provides just 0 .3 per cent of 
the total product ion of electric energy in Kazakhstan. 

On the whole, the volume of oil processing at domest ic refineries 

in 2 0 0 8 was increased as compared with 2 0 0 7 , and a m o u n t e d to 
more than 12.3 million tons. However , the expand ing product ion 
of petroleum products still docs not fully satisfy the demands of the 
domestic marke t in connection with their expor t . 

3 Does your country have an overarching policy regarding oil-related 
activities or a general energy policy? 

The Strategy for Development of Kazakhstan until 2030 , established 
by the president of Kazakhstan, is a general p rogramme for the devel-
opment of all industries, including the oil and gas industry. 

Kazakhs tan has adop ted a n u m b e r of p r o g r a m m e document s 
entirely devoted to the issues of the oil and gas industry (for example , 
the State Programme for Development of Kazakhstan 's Sector of the 
Caspian Sea) and documents indirectly related to this industry (eg, 
the Programme for the Environmental Protection of Kazakhstan for 
2 0 0 8 to 2010) . 

Regulation overview 

4 Describe the key laws and regulations that make up the general legal 
framework regulating oil activities. 

The f r amework laws are the 1996 Subsoil Law, which regulates the 
issues of subsoil use as applicable to all useful minerals, and the 1995 
Petroleum Law related only to oil and gas. Both Laws have been 
repeatedly amended , the mos t considerable amendmen t s being in 
1999 and 2004 . The most recent amendments were adopted twice in 

July 2 0 0 7 and then in October 2007 . The Law on Production Sharing 
Agreements was enacted in July 2005 . 

The 2 0 0 7 Ecological Code and the 2 0 0 3 Law on State Regulation 
of Production and Turnover of Certain Types of Petroleum Products 
are in effect. 

A great number of subordinated normat ive legal acts of various 
legal authori t ies are in effect. They regulate certain or specific issues 
relating to activities in the oil and gas sector. 

Kazakhstan ratified the Agreement to Energy Char ter and also 
entered into a number of bilateral treaties tha t regulate relations in 
the sphere of oil and protection of capital investments. 

5 Identify and describe the government regulatory and oversight bodies 
principally responsible for regulating oil activities. 

The government is vested with ample powers for the regulation of 
relations in the oil and gas industry. The government adop ts the rel-
evant normat ive legal acts, regulates the issues of the subsoil use and 
its protect ion, development of oil and gas fields; the expo r t of oil, 
establishes quanti tat ive restrictions on its t ranspor ta t ion , determines 
pricing policy and carries ou t a number of other regulatory and over-
sight functions. 

The M E M R is the competen t author i ty that acts on behalf of the 
state in exercising the rights related to the execut ion, implemcnta-
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tion and termination of contracts for the per formance of petroleum 
opera t ions . It carries ou t the prepara t ion and organisa t ion of ten-
ders to g ran t mineral rights; issues permission for their assignment, 
including their pledging; and performs other regulatory funct ions in 
the oil sector. 

O the r state agencies have certain powers for the regulation of 
relations related to subsoil use, including in the spheres of environ-
ment protec t ion , public health, commercia l and industrial policy, 
employment of the popula t ion , taxat ion, and others. 

Some state agencies carry out regulatory and oversight funct ions 
in the product ion and turnover of petroleum products (including the 
certification body, the an t imonopoly body, cus toms bodies, etc). 

KiYIG is a legal entity with a 100 per cent state shareholding 
established for the pe r fo rmance of pe t ro leum opera t ions and has 
wide powers defined by legislation. K M G may act both as a subsoil 
user (contractor) and as the representative of state interests in con-
tracts with other contrac tors where the share participation of K M G 
is provided for. 

6 How does your country manage appeals of government regulatory 
decisions? 

The law provides for the possibility of interested parties appeal ing 
decisions and act ions of the regulatory bodies and contest ing the 
legality of normative legal acts of state agencies and officials. 

The protection of rights and interests is carried ou t by applying 
to a higher body or cour t . 

7 What standards are employed for oil measurement and oil facility 
equipment? Are these voluntary or involuntary? Are they established 
by a government body? 

The cont rac tor shall carry o u t weighing and measuring of oil pro-
duced in the contrac t terri tory in accordance with a method to be 
approved by the government . The cont rac tor shall, with the partici-
pation of a representative of the metrological service, carry out test-
ing of equipment and devices used for weighing and measuring oil. 

As to oil equipment , it has been established that it must con fo rm 
to the requirements of the legislation on technical regulation, includ-
ing both legislative acts and subordinate acts. 

Certain types of petroleum equipment (eg, oil-field equipment , 
drilling machinery, oil and gas- trunk pipelines equipment) shall be 
subject to obl iga tory addi t ional cert if icat ion to comply with the 
obligatory requirements of a s tandard or other normat ive document 
tha t provides for health and safety, the property of individuals and 
the environment . 

8 What government body maintains oil production, export and import 
statistics? 

The Commit tee of Cus toms Control of the Ministry of Finance main-
tains statistics in the sphere of foreign trade, including impor t and 
expor t of petroleum products . 

The Tax Commit tee of the Ministry of Finance keeps a unified 
da tabase related to the product ion and turnover of certain types of 
petroleum product . 

T h e M E M R m o n i t o r s the p r o d u c t i o n , t r a n s p o r t a t i o n , and 
processing of hydrocarbons and sales of petroleum products . 

Natural resources 

9 Who holds title over oil reservoirs? To what extent are mineral rights 
on private and public lands involved? Is there a legal distinction 
between surface rights and subsurface mineral rights? 

In accordance with the Const i tu t ion , the subsoil, including useful 
minerals, a m o n g them oil, are the property of the state. 

Oil extracted to surface, and oil returned to subsoil for storage, 
may be both in the state and private ownership , which is specifically 
determined in a subsoil use contract . 

The legislation admi ts the existence of both private and state 
owner sh ip of land. Land use is an independen t type of na tu ra l 
resource use, different f rom subsoil use; however, these rights are 
inseparable. 

The execution of a subsoil-use contrac t is a g round for immedi-
ate registration of a land plot (as a rule under the lease terms) by 
local executive bodies. 

Grant ing of land plots which are in the ownership or land use of 
third parties is carried out in accordance with the rules established 
by land legislation. 

10 What is the general character of oil exploration and production activity 
conducted in your country? Are areas off-limits to exploration and 
production? 

011 can be explored for and produced both onshore and offshore . 
The legislation establishes a tighter legal regime for conduct ing petro-
leum operat ions offshore than onshore . 

The subsoil use on certain territories is fully prohibited due to 
ecological legislation, land legislation, etc. For example , it is pro-
hibited to carry out subsoil use on the territories of national parks , 
conservat ion areas, military firing grounds , etc. 

The government can introduce restrictions on subsoil use in cer-
tain areas, and also conservation of fields for the purpose of provid-
ing for the nat ional security of the popula t ion and the interests of 
fu ture generat ions. 

Subsoil use in the terri tories of popula ted localities, subu rban 
zones, and the aims of industry, t ranspor t and communica t ions may 
be partly or fully prohibited pursuant to a resolution of the govern-
ment if such use may threaten the lives and health of people, o r cause 
damage to business a ims or the environment . 

11 What government body regulates oil exploration and production in your 
country? What is the character of that regulation? 

The government and the M E M R , as the competen t authority, enjoy 
the basic powers with regard to the regulation of the explorat ion for 
and product ion of oil. 

Since 1999, Kazakhstan has had a contrac t system of grant ing 
mineral rights, which replaced a licence-contract system. 

Generally, the right to explore for and p roduce oil is granted 
according to the results of an investment programme's tender (open 
or closed) by the execution of a contract with its winner. 

Contrac ts are executed on the basis of direct negotiations with-
ou t hold ing a tender, but only in cases expressly established by 
legislation. 

The fol lowing types of cont rac ts are st ipulated by legislation 
for the per formance of subsoil use operat ions: product ion sharing 
agreements (PSAs); concession contracts; and service contract agree-
ments and cont rac ts for chargeable provision of services (service 
contracts). 

Combined and other types of contracts are also allowed. In prac-
tice, the most f requent ly concluded cont rac ts are concession con-
tracts; sometimes PSAs are executed. 

K M G , author ised to represent the state's interests in cont rac ts 
for oil explora t ion and produc t ion , occupies a special place in the 
subsoil use system. 

12 If royalties are paid, what are the royalty rates? Are they fixed? Do 
they differ between onshore and offshore production? 

On 1 J anua ry 2009 , a new Tax Code entered into force. The new 
Tax Code abondoned the second tax model of a contract (PSA) under 
which the royalty was no t paid and stipulates the payment of royalty 
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for all subsoil use contracts . In doing so, the Tax Code changed the 
terminology and provides for the payment of tax on product ion of 
useful minerals, which in its essence corresponds to the royalty. 

The object of taxat ion by the tax on product ion of useful miner-
als is the physical volume of crude oil produced by the subsoil user 
for a tax period. 

The tax base for the assessment of tax on product ion of useful 
minerals is the value of the volume of crude oil produced dur ing a 
tax period. 

The rates of tax on product ion of useful minerals with respect to 
crude oil, including gas condensate , are established as fixed a m o u n t s 
and are paid on a sliding scale. Legislation established various scales 
for 2009 , 2 0 1 0 and 2011 . In 2009 , the t ax on product ion of useful 
minerals is paid on a sliding scale as a percentage dependant on the 
volume of accumulated oil extraction for each calendar year of activ-
ity, and at rates f rom 3 per cent (in product ion of up to 250 ,000 tons) 
up to 18 per cent (in product ion of over 10 million tons). 

13 What is the customary duration of oil leases, concessions or licences? 

A contract for explorat ion is executed for a period of up to six years 
and may be extended twice (each extra dura t ion period being up to 
two years), subject to the implementat ion by a subsoil user of his 
contractual obligations. 

A contract for product ion is executed for a term of up to 25 years 
and may be extended by the mutual agreement of the parties. 

In fields with recoverable reserves of over 100 million tons of 
crude oil, a cont rac t for product ion may be executed for a period up 
to 45 years. A product ion contract under the terms of the PSA may be 
executed for a period up to 45 years in the case of unique reserves. 

A cont rac t for the pe r fo rmance of combined explora t ion and 
production is executed for a period including the periods of explora-
tion and product ion , subject to possible extensions. 

14 For offshore production, how far seaward does the regulatory regime 
extend? 

The existing regulatory regime of oil product ion applies to onshore 
and offshore sites, subject to special of fshore requirements. 

15 Who may perform exploration and production activities? What criteria 
and procedures apply in selecting such entities? 

Both Kazakhstan and foreign legal entities and individuals, having 
equal legal competence, may be subsoil users. 

An applicant may be debarred f rom the right to participate in a 
tender for obta ining a subsoil use right if grant ing the right to subsoil 
use to the applicant may entail non-compliance with the requirements 
to provide for the nat ional security of the country, including in the 
case of a concentra t ion of rights within the f ramework of a contract 
or a concentrat ion of rights to the per formance of subsoil use opera-
tions, or both. 

The right to conduc t oil explorat ion and product ion is granted 
according to the results of tenders, the winners of which are deter-
mined on the basis of a set of criteria. Special at tention is paid to the 
a m o u n t of investments, the obligations under taken on the employ-
ment of Kazakhstan personnel, on purchased goods, work , and serv-
ices of Kazakhstan origin, and proposals for the development and use 
of advanced technologies (high-tech), etc. 

KiYlG has a special s ta tus and au thor i ty in the ob ta in ing and 
performance of subsoil use. For example, K M G is granted the right 
to participate in an a m o u n t not less than 50 per cent as a cont rac tor 
in all executed PSAs. 

16 What is the legal regime for joint ventures? 

As a general rule, legal entities established with the partial or full 
participation of foreign investors fall under the same legal regime as 
national legal entities. 

Joint ventures may be organised in the form of a consor t ium of 
legal entities, which is not itself a legal entity. 

17 How does reservoir unitisation apply to domestic and cross-border 
reservoirs? 

If it is established in the course of a field development that a reservoir 
is also located in the adjacent area, a subsoil user should immediately 
apply to the M E M R , requesting to expand the contract territory. 

If some part of such field is within the contract territory of another 
subsoil user, the subsoil users must assign their mineral rights in such 
a way tha t there is only one subsoil user left or several contrac tors 
having the paritial subsoil use right on the basis of one contrac t , or 
they must enter into a contrac t for joint explorat ion and product ion 
in the field as a whole. 

Failing the above act ions, the compe ten t au thor i ty may force 
them to enter into a contrac t for joint activity in the field as a whole 
unit in a judicial procedure. 

If, in the course of explora t ion and produc t ion , a subsoil user 
f inds ou t tha t par t of the field it developed is located in terr i tory 
under the jurisdiction of a neighbouring state, such cont rac tor shall 
immediately notify the competen t author i ty abou t it. In case of the 
absence of relevant internat ional treaties, the compe ten t au thor i ty 
may d e m a n d the suspension of activities on the front ier field until 
an agreement with the relevant state is reached. The effect is tha t 
a con t rac t is in te r rupted until the m o m e n t when the c o m p e t e n t 
au thor i ty grants permission for the resumpt ion of activities under 
the contract . 

Transportation 

18 How is transportation of crude oil and crude oil products regulated 
within the country and across national boundaries? Do different 
government bodies and authorities regulate pipeline, marine vessel 
and tanker truck transportation? 

The Petroleum Law regulates the issues of t ranspor ta t ion of oil, con-
struction and the operat ion of oil pipelines, including main pipelines. 
The Law on Petroleum Products Turnover regulates the t ransporta-
tion of certain types of petroleum products : petrol (except for avia-
tion petrol), diesel fuel and mazut . There are a number of subordinate 
acts of various levels. 

The main pipeline may either be owned by the state or privately. 
T ra nspo r t a t i on of pe t ro leum p roduc t s is a l lowed using specially 
equipped t ranspor t allowed for t ranspor ta t ion usage in accordance 
with the requirements for the t ransporta t ion of dangerous goods, and 
operat ional regulations. 

Oil t ranspor ta t ion via main pipelines and railway is referred to 
the sphere of natural monopol ies and to a great extent is regulated 
by the legislation on monopol ies . 

The Commit tee of Transpor t Control of the Ministry of Trans-
port and Communica t ions carries ou t state control activities on all 
types of t ranspor t , except for air t ranspor t . 

The M E M R also has powers in the sphere of t ranspor ta t ion of 
oil and petroleum products: it approves the use of the capacity of the 
main pipelines and railway overpasses based on the principal of equal 
access to t ranspor t for each subsoil user. However, subsoil users that 
do not have alternative technical possibilities for t ransporta t ion enjoy 
a priority right of access to t ranspor t systems of a certain type. 
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19 What are the requisites for obtaining a permit or licence for 
transporting crude oil and crude oil products? 

The activities of organisat ions tha t render services for the t ransporta-
tion of oil and petroleum products , including activities related to the 
operat ion of main oil pipelines, are subject to manda to ry licensing. 

Activities related to the t r anspor t a t ion of oil and pe t ro leum 
products by motor, marine, river, railway and air t ranspor t are also 
subject to m a n d a t o r y licensing as the t ranspor ta t ion of haza rdous 
goods. The Law on Licensing, as well as other normat ive legal acts, 
regulates the procedure for obta ining a relevant licence. A licensee 
shall meet the qual if icat ion requirements for the licensed types of 
activities in the sphere of the industry; specifically, the licensee must 
have the required product ion and technical facilities, licences for spe-
cial types of work , etc. 

Health, safety and environment 

20 What health, safety and environment requirements apply to oil-related 
facility operations? What government body is responsible for this 
regulation; what enforcement authority does it wield? Are permits or 
other approvals required? What kind of record-keeping is required? 
What are the penalties for non-compliance? 

General requirements 
Health care 
The entities tha t pe r fo rm activities in the oil and gas sector shall 
ensure the implementat ion of rules and no rms for the safe perform-
ance of work , and the per formance of measures for the prevention 
and elimination of accidents, injuries and occupat ional diseases. 

Safety 
The legislation establishes a number of requirements for the purpose 
of providing for the safety of the populat ion and personnel, specifi-
cally: the use of machines, equipment and materials complying with 
the requirements of safety and sanitary norms; and providing employ-
ees with work clothes, safety shoes and means of individual protection 
f rom the impact of harmful or hazardous production factors, etc. 

Environmental protection 
The required ecological basis for the per formance of operat ions in 
the oil and gas sector, including the operat ion of oil equipment , is a 
positive conclusion of the state's ecological exper t examina t ion of 
the ecological and economical subs tant ia t ion of such opera t ions , 
per formed with an obligatory evaluation of the impact of the con-
templated activity on the envi ronment (OEIE). 

Banks and other financial institutions are prohibited f rom financ-
ing and implement ing projects on the pe r fo rmance of t ransact ions 
in the sphere of subsoil use wi thou t a positive opinion of the state 
ecological expert examinat ion . 

Ecological legislation establishes the obligation of enterprises to 
organise and conduc t industrial control to establish the impact of 
activities on the environment , and prevent and eliminate identified 
violations of ecological legislation. 

Competent state bodies 
The authorised body for the supervision over the safe per formance 
of work in industry and mining and the authorised body for sanitary 
and epidemiological supervision exercise control over compl iance 
with the rules and no rms of technical safety and industrial hygiene. 

The authorised bodies arc: the M E M R , the relevant commit tees 
of the Ministry for Emergency Situations; the Commit tee for Sanitary 
and Epidemiological Supervision of the Ministry of Health Protec-
tion; and the State Labour Inspectorate. 

T h e Commi t t ee for Ecological Regulat ion and Cont ro l of the 
Ministry of Environment Protection exercises control over compli-
ance with the requirements of the ecological legislation. 

Special permits and l icences 
Ecological permits 
The main types of activity in the oil and gas sector refer to the special 
use of natural resources and require the obta ining of an ecological 
permit , issued by the bodies that have author i ty in the area of envi-
ronmental protect ion. 

The following ecological permits are issued: permits for environ-
mental emissions; and combined ecological permits. 

All users of natural resources that release emissions into the envi-
ronment shall obtain a permit for environmental emissions, which rep-
resents a set of documents in the established format that contains: 
• informat ion on the user of natural resources and on the activity 

conducted by it; 
• the effective period of the permit; 
• the terms of use of the natural resources, including established 

s tandards for emissions with respect to all its sources; 
• a p r o g r a m m e of measures for env i ronment protect ion for the 

permit 's effective period; and 
• a p rog ramme of industrial ecological control . 

The procedure for obta ining such permit and the term of its effect 
are dependant on the category of the object for which the permit is 
granted. 

A combined ecological permit is a single document certifying the 
right of a user of natural resources to release environmental emis-
sions subject to the implementat ion of the best available technolo-
gies and compliance with specific technical s tandards of emissions as 
established by the ecological legislation. 

The government shall establish a list of industrial objects for 
which it is possible to obtain combined ecological permits and the 
procedure for their issue. A m o n g the current established industrial 
objects, there are oil and gas refining plants. 

in addit ion to the informat ion obligatory for emission permits, a 
combined ecological permit shall contain: 
• the economic terms of use of raw materials and energy; 
• a waste management system; 
• actions and measures for the operat ion of a facility in situations 

threatening to environment ; and 
• deadlines and terms for the implementa t ion of best-available 

technologies. 

A combined ecological permit is effective until the m o m e n t when the 
applied technologies and the terms of use of the natural resources, 
indicated in a given permit , change. 

Mandatory ecological insurance 
Subsoil users that per form ecologically dangerous types of activity 
shall be obliged to insure their proper ty liability in favour of third 
parties, on which lives, health and property or environmental harm 
may be inflicted. 

Mandatory employers' liability insurance 
Organisat ions engaged in the oil and gas sector shall, in a manda tory 
manner, insure their civil liability for the infliction of harm on the 
life and health of employees in the per formance of their employment 
duties. 
Responsibility for violation of requirements 
Civil, administrat ive and criminal legislation regulate responsibility 
for the violation of ecological requirements. 

Civil liability 
According to the Petroleum Law, a subsoil user is liable for the dam-
age inflicted on the envi ronment as a resulr of sea pollution irrespec-
tive of rhe existence of guilt. 

The legislation also provides for the compensa t ion of ha rm 
inflicted on the health of people in connection with the violation of 
the ecological legislation rules, and legislation on labour safety. 
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Update and trends 

Presently the Kazakhstan Parliament is considering a new draft 
Law on Subsoil, the adoption of which will entail considerable 
change of the subsoil use regime in Kazakhstan. The proposed 
amendments would affect practically all the key issues with 
respect to the performance of petroleum operations. 

Administrative liability 
Administrative responsibility is established for administrat ive viola-
tions in the sphere of environmenta l protect ion, the use of natural 
resources and for a violation inflicting harm on the health and safety 
of the popula t ion . T h e basic pun i shment for such violations is the 
imposition of penalties on the guilty party. 

Criminal responsibility 
Criminal responsibility is established for a number of ecological vio-
lations: for ecocide; for marine pollution; for the violation of legisla-
tion on the Kazakhstan continental shelf; and for violating the rules 
on the protection and use of subsoil and others. 

21 What health, safety and environmental requirements apply to oil and 
oil product composition? What government body is responsible for this 
regulation: what enforcement authority does it wield? Is certification 
or other approval required? What kind of record-keeping is required? 
What are the penalties for non-compliance? 

Liquid types of fuel, lubricating oils, and petroleum solvents (petro-
leum products) of domest ic and foreign produc t ion sold in Kaza-
khstan are subject to obl iga tory cert i f icat ion for the pu rpose of 
confi rmat ion of their compliance with the established requirements 
concerning safety factors and quality. This requi rement does not 
apply to gaseous, waxen or solid petroleum products and reference 
types of fuel. 

The Commit tee for Technical Regulation and Metrology of the 
Ministry of Industry and Trade controls the compliance of petroleum 
products with the requirements of s tandardisat ion. 

The sale of petroleum products subject to certification wi thou t 
certificates entails the imposition of administrat ive responsibility in 
the form of penalties. 

Labour 

22 What government standards apply to oil industry labour? How is 
foreign labour regulated? Are there anti-discrimination requirements? 
What are the penalties for non-compliance? 

All the requirements of the legislation established for Kazakhstani 
employees are also appl icab le to foreigners in Kazakhs t an . An 
employer shall obtain a work permit f rom the state agencies for the 
employment of foreign experts , with some exceptions. Work permits 
are issued within the quo tas approved each year for the regions of 
Kazakhstan. 

There is a legislative requirement for the obligatory employment 
of a certain percentage of Kazakhstan employees in the per formance 
of subsoil use. 

K a z a k h s t a n has ra t i f ied the C o n v e n t i o n of I n t e rna t i ona l 
Labour Organisat ion on Discrimination in the Area of Labour and 
Occupat ion . 

The Labour Law establishes a prohibi t ion on any type of dis-
crimination in the sphere of labour. Under the Kazakhstan legislation, 
nobody can be restricted in their labour rights or obta in privileges 
in exercising them, based on gender, age, race, nationality, language, 
property status, official capacity, place of residence, relation to reli-
gion, beliefs, citizenship, belonging to public associations, or other 
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circumstances not related to business qualities of an employee, and 
the results of his labour. 

Administrat ive or criminal liability is stipulated for violation of 
the above-ment ioned requirements of the legislation. 

Taxation 

23 What is the tax regime applicable to oil exploration, production, 
transportation, and marketing and distribution activities? What 
government body wields tax authority? 

The tax regime for subsoil users is established by the new Tax Code , 
which determines special taxes and payments of subsoil users paid 
by them in addit ion to the generally applicable taxes, including cor-
pora te income tax, VAT, excise duties (if applicable), rental tax on 
expor t , social tax, land tax, property tax, tax on t ranspor t vehicles 
and payment for envi ronment pollut ion, etc. 

Special payments and taxes of subsoil users include: 
• special payments of subsoil users: 

• s ignature bonus; 
• bonus of commercial discovery; 
• payment for compensat ion of historical costs; 

• tax on product ion of useful minerals; and 
• excess profi t tax. 

T h e s torage, t r anspor t a t ion and processing of c rude oil shall be 
subject to taxat ion under general rules, except for rental tax on the 
expor t applicable to exporters of c rude oil. 

The Tax Commit tee of the Ministry of Finance is the state agency 
responsible for the collection of taxes and other obligatory payments 
to the budget. 

Commodity price controls 

24 Is there a mandatory price-setting regime for crude oil or crude oil 
products? If so. what are the requirements and penalties for non-
compliance? 

T h e de te rmina t ion of a pricing policy for c rude oil and c rude oil 
products is included in the competence of the government . There are 
no special rules on a manda to ry price-setting regime for crude oil and 
crude oil products . 

However, there are special regulations for the prices of commodi -
ties (including petroleum products) applicable to market entities that 
hold a d o m i n a n t (monopolistic) position on the commodi t ies mar-
ket, and to the part icipants of international business operat ions. The 
regulation of such prices is carried out pursuant to the decisions of 
an t imonopoly or tax authorit ies. 

Administrat ive or criminal responsibility is imposed on persons 
w h o violate the an t imonopoly legislation and the legislation on state 
control in the application of t ransfer prices. 

Competition, trade and merger control 

25 What government bodies have the authority to prevent or punish anti-
competitive practices in connection with the extraction, transportation, 
refining or marketing of crude oil or crude oil products? 

The Agency for the Regulation of Natura l Monopol ies implements 
state policy in the area of regulation of activities of natural monopoly 
entities. 

The Commit tee for the Protection of Compet i t ion of the Kaza-
khstan Minis t ry of Industry and Trade (the Commit tee) prevents, 
restricts and suppresses monopolis t ic activities, protects competi t ion 
and consumers ' rights, and controls compliance with the an t imonop-
oly legislation in all commodit ies markets , including the oil sector. 
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26 What is the process for procuring a government determination that a 
proposed action does not violate any anti-competitive standards? How 
long does the process generally take? 

The an t imonopoly legislation determines anti-competit ive s tandards . 
Competi t ion-related violations may be identified by the Commit tee , 
or by a cour t of arbi t rat ion if a dispute is within their jurisdiction. 

Pursuant to the established practice, interested parties apply to 
the Commit tee with an inquiry as to whether a current or proposed 
activity complies with the an t imonopoly legislation. The opinion of 
the Commit tee may be contested in court . 

Certain t ransact ions of natural monopo ly entities must be agreed 
with the Ant imonopoly Agency, decisions on which will be taken by 
the indicated agency within a 30-day per iod. Certain mergers and 
other changes of control over the activities of entities in the competi-
tive sector of oil and gas require the preliminary writ ten consent of 
the Commit tee or its notification in the cases and in the procedure as 
established by the law. 

The approval of such transact ions may take f rom one to, tenta-
tively, four to six months . 

International 

27 To what extent is regulatory policy or activity affected by international 
treaties or other multinational agreements? 

Since in accordance with the Const i tut ion, international treaties rati-
fied by Kazakhstan have priority over domestic legislation, they rep-
resent significant and sometimes the only source of rights for foreign 
investors and means for their protection. In some cases, international 
treaties may be the only act tha t establishes regulation of the relevant 
issues, for example, the use of t ransborder fields. 

28 Are there special requirements or limitations on the acquisition of oil-
related interests by foreign companies or individuals? 

The Kazakhstan legislation contains a rule that restricts the free pur-
chase by both foreign and Kazakhstan investors of interests in oil 
producing companies or the rights to part icipate in petroleum con-
tracts, or both. This restriction is expressed in the establ ishment of 
the pre-emptive right of the state before the other parties to a given 
contract or part icipants of a legal entity holding subsoil use rights, 
and other entities, to purchase the alienated subsoil use rights and 
share participation (shareholding) in a legal entity holding subsoil use 
rights, and also in a legal entity which has the possibility to directly or 
indirectly determine or influence decisions adopted by the subsoil user 
if the main activity of the given legal entity is related to subsoil use in 
Kazakhstan, on terms no worse than those offered by other buyers. 

In 2005 , a rule was introduced tha t potentially restricts the pos-
sibility of purchase by a foreign company of the right to subsoil use 

and shares or participation interests in a Kazakhstan compa 
ing a right to per form petroleum operat ions. 

The restriction consists in the establ ishment of the rig 
competent body to refuse to issue permission for the assigi 
the subsoil use right or participation interests or shares in . 
user c o m p a n y if such ass ignment entails non-compl iance 
requirement to ensure national security of the country, incl 
the case of the concent ra t ion of rights within the f r a m e w 
contract or the concentrat ion of rights to per form opera t io 
sphere of subsoil use. 

As a result of amendments introduced in 2007 , the ass 
of rights under contracts is prohibited during the two years 
m o m e n t when the contracts enter into force. 

In connect ion with the amendmen t s in the civil legiskv 
occurred in August 2007 , a concept of 'strategic object ' is ini 
and the restriction is established on the disposal (and, a c o 
acquisition) of strategic objects. The encumbrance of strategi 
with the rights of third parties or their alienation is possibl 
basis of a decision of the government on the issue of permis 
in the procedure as defined by the government . If a strateg 
is in private ownership and the owner contemplates selling i 
object , the government has a preemptive right to purchase 
tegic object at a marke t price. For example , the following 
referred to as strategic objects: main oil pipelines and als 
holdings (participation interests, shares) in legal entities, w t 
strategic objects; and shareholdings (participation interests 
of individuals and legal entities w h o have the possibility to d; 
indirectly determine the decisions or exert influence on the i 
to be adopted by the legal entities which own strategic obje-

Also, irrespective of the civil legislation, the subsoil le 
establishes that the government may determine a list of field: 
a strategic significance with respect to which only special p 
for amending contracts is established as yet (actually the r 
pressure to amend the terms of a contrac t is established wit 
to the subsoil user), and the special procedure for a unilater 
nat ion of the contrac t by the state. 

29 Do special rules apply to cross-border sales or deliveries of ci 
or crude oil products? 

The legislation does not contain definite rules for cross-bor 
or deliveries of c rude oil o r petroleum products . The regu 
petroleum products ' expor t is carried out in accordance with 
of the customs legislation. 

T h e g o v e r n m e n t is au thor i sed to regulate the expoi 
including the approval (changing) of the rates of excise du 
toms, protective, ant i -dumping, and compensat ion duties, an 
on oil exports . 
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With respect to the export of certain types of petroleum products, 
the government, from time to time, establishes temporary prohibi-
tions on their export from Kazakhstan in connection with the need 
to create sufficient supplies of those petroleum products for the needs 
of the country's economy. 

Customs duties are imposed on crude oil exported from the 
Kazakhstan customs territory. Customs duties arc not applicable 
with respect to: 

• export by subsoil users of crude oil produced by them under 
production sharing agreements (contracts), which were executed 
with the Kazakhstan government or the competent authori ty 
before 1 January 2009 and underwent obligatory tax expert 
examination, and under subsoil contracts approved by the Kaza-
khstan president, which provide for the exemption from payment 
of export customs duties on crude oil; and 

• expor t of crude oil subject to be imposed by rental tax on 
exported crude oil from 1 January 2009. 

www.gettingthedeaithrough.com 81 

http://www.gettingthedealthrough.com
http://www.gettingthedealthrough.com

