EDICT N 2475
WHICH HAS FORCE OF LAW OF THE PRESIDENT OF THE
REPUBLIC OF KAZAKHSTAN

CONCERNING INSURANCE

The 3rd of October, 1995

In accordance with Article 1 of the Law of the Republic of Kazakhstan, dated
December 10, 1993 «Concerning the Temporary Delegation of Additional Powers to the
President of the Republic of Kazakhstan and the Heads of Local Administrations» and
for the purposes of developing the market of insurance services, insurance coverage of
citizens and legal entities, | am issuing this Edict.

CHAPTER 1. GENERAL PROVISIONS
Article 1. The Concept of Insurance and Insurance Activities

1. Insurance means relations associated with the protection of property interests
of physical persons and legal entities (insureds) when certain insurable events take
place, through payment of insurance indemnification at the expense of the monetary
funds formed by the insurers out of insurance payments to them, and also out of any
other sources which are not prohibited by legislation.

2. Insurance Activities means activities of insurers, associated with conclusion
and execution of insurance and re-insurance agreements.

Article 2. Legislation Concerning Insurance

Legislation concerning insurance consists of the relevant Articles of the Civil
Code of the Republic of Kazakhstan, this Edict, legislative acts of the Republic of
Kazakhstan and of regulatory acts of the President and the Government of the Republic
of Kazakhstan adopted in compliance therewith.

Article 3. Insurance Relations Which are Regulated by This Edict

1. This Edict shall regulate the following:

- relations between insurers and insurants, which arise in the course of
concluding and executing insurance agreements;

- relations of insurers and insurants with any other persons (insureds and
beneficiaries), which ensue from insurance relations.

2. Specific aspects of compulsory insurance shall be regulated by special
legislation.

Article 4. Types of Insurance

Insurance shall be subdivided:
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1) by degree of compulsion:
a) voluntary;
b) compulsory;

2) by insurance item;
a) personal;

b) property.
Article 5. Compulsory and Voluntary Insurance

1. Compulsory insurance means insurance which is carried out by virtue of
requirements of law.

2. Types of compulsory insurance shall be established by legislative acts. The
procedure and terms for carrying out compulsory insurance shall be established by the
Government of the Republic of Kazakhstan with regard to items which are not
stipulated in legislative acts of the Republic of Kazakhstan.

3. The obligation to insure one's life or health may not be imposed upon a
citizen neither by legislation nor by an agreement.

4. In compulsory insurance an insurants shall be obliged to conclude the
agreement with an insurer on the terms which are prescribed by legislation which
regulates that type of insurance. An insurer shall have the right to offer terms which are
more beneficial to the insurant than those prescribed by the legislation.

5. A compulsory insurance agreement may be concluded only with an insurer
which has the licence for performing that type of insurance. Conclusion of such an
agreement shall be compulsory for the said insurer.

6. Voluntary insurance means insurance which is carried out by virtue of the
parties' expression of their will.

The types, terms and procedure for voluntary insurance shall be determined by
agreement of the parties.

7. Any interest of a citizen or a legal entity may be subject to insurance.

Unlawful insterests of insurants shall not be subject to insurance.

Insurable items in compulsory types of insurance shall be determined by
legislation which regulates that type of insurance.

Article 6. The Consequences of Violation of the Rules for Compulsory Insurance

1. An entity for whose benefit in accordance with legislative acts compulsory
insurance is to be carried out, shall have the right, when it became known to him that he
is not insured, to claim in a judicial procedure of that entity's insurance from the insurer
to which that obligation is delegated.

2. When an insurant failed to conclude the insurance agreement or concluded it
on the terms which worsen the position of the insured as compared to those envisaged
by the legislation, the insurant in the case of occurrence of the insurable event shall bear
the responsibility before the insured on the same terms on which the insurance
indemnification is to be paid under due insurance.

3. An insurant shall have the right to claim in a judicial procedure to compel the
insurer which is obliged in accordance with paragraph 5 of Article 5 of this Edict, to
carry out insurance.

translation © 1995 by QSE concerning insurance 2



Edict of the President of the Republic of Kazakhstan

Article 7. Personal and Property Insurance

1. Insurance of life, health, work ability and any other interests relating to the
personality of the citizen shall be referred to personal insurance.

2. Insurance of property and interests relating thereto, including insurance
against entrepreneurial risks and civil liability shall be referred to property insurance.

In insurance against entrepreneurial risks, the risk shall be covered of non-
receipt of expected income from entrepreneurial activities, because of violation of
obligations by counterparties to the entrepreneurs or of changes of conditions of those
activities for reasons beyond the entrepreneur's control.

In insurance against civil liability, the risk of the liability on obligations which
arose as a result of infliction of damage to life, health or property of other parties, shall
be covered as well as of liability on obligations which arise from agreements and any
other on other bases.

Article 8. Activities of Foreign Legal Entities and Foreign Physical persons in the
Territory of the Republic of Kazakhstan in the Area of Insurance

1. Foreign physical persons, stateless persons, foreign legal entities which carry
out their activities in the territory of the Republic of Kazakshtan, shall enjoy the right to
insurance protection equally to physical persons and legal entities of the Republic of
Kazakhstan.

Foreign citizens, stateless persons, enterprises with foreign participation,
affiliates and representations of foreign legal entities which carry out their activities in
the territory of the Republic of Kazakhstan shall carry out insurance of risks associated
with those activities with insurance organisations of the Republic of Kazakhstan in
accordance with legislation of the Republic of Kazakhstan concerning insurance.

2. Foreign legal entities, including foreign insurance organisations and foreign
citizens shall have the right to be participants of insurance and re-insurance
organisations of the Republic of Kazakhstan. In that respect, a participation share of
foreign investors in the charter fund of such an organisation in aggregate may not
exceed 50 per cent.

Activities of foreign insurance organisations in the territory of the Republic of
Kazakhstan as direct insurers shall be prohibited.

3. Activities of foreign insurance and re-insurance organisations associated with
re-insurance of the risks assumed by insurers of the Republic of Kazakhstan, shall be
carried out in the territory of the Republic of Kazakhstan through affiliates and
representations of the indicated organisations registered in accordance with the
established procedure.

Insurers of the Republic of Kazakhstan may re-insure their risks directly with
foreign re-insurers.

4. Carrying out in the territory of the Republic of Kazakhstan by foreign legal
entities of the functions of insurance brokers shall be allowed only in the area of
rendering services to insurers of the Republic of Kazakhstan in relation to re-insurance
of their risks abroad. In that respect, foreign legal entities shall carry out their activities
in the territory of the Republic of Kazakhstan either through affiliates and
representations registered in accordance with the established procedure.
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Insurers of the Republic of Kazakhstan in connection with the placement of their
risks, when re-insuring abroad, may use services of foreign broker organisations
directly.

5. Carrying out brokerage activities in the area of insurance by enterprises with
foreign participation (foreign enterprises and joint ventures) shall be carried out on the
same terms as activities of other legal entities of the Republic of Kazakhstan.

Chapter 2. Participants of Insurance Relations
Article 9. Insurants

1. An insurant means an entity which concluded an insurance agreement with
an insurer.

2. Legal entities and physical persons may be insurants.

3. An insurant shall be free to choose an insurer for both voluntary and
compulsory types of insurance.

Article 10. Insurers

1. An insurer means a commercial organisation created for carrying out
insurance activities and which obtained in accordance with the procedure established by
this Edict the licence giving the right to carry out the relevant types of insurance.

2. The state registration of insurers shall be carried out in accordance with the
procedure established by legislation for registration of legal entities.

3. Non-state-owned insurance companies shall be created at the discretion of its
foundation parties in form of a limited liability partnership or a joint stock society.

State-owned insurance organisations shall be created in form of an enterprise
based on the right to business authority.

4. The commercial name of an insurance organisation must include the word
«insurance».

5. Insurers irrespective of their form of ownership when carrying out their
activities shall enjoy equal rights.

Monopolist activities and any other activities aimed at restricting or eliminating
competition in the insurance market, granting to or gaining of unreasonable advantages
by some insurers over the others, encroachment on the rights and legitimate interests of
insurants shall not be allowed.

6. Liquidation and reorganisation of insurance organisations shall be carried out
in accordance with current legislation.

Article 11. The Charter Fund of an Insurance Organisation

1. The charter fund of an insurance organisation, irrespective of the type of
ownership and organisational and legal form, must consist of not less than 40 thousand
minimum monthly wages.

The share of monetary resources in the charter fund of an insurance organisation
may not be less than 75 per cent.

2. At the moment of the state registration of an insurance organisation its
charter fund must be formed in monetary form in an amount not less than 50 per cent of
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the minimum size established by this Article. This must be confirmed by documents
issued by the relevant bank.

The remaining part of the fund must be formed up to the amount envisaged by
the foundation documents by the moment of receiving the licence for the right to carry
out insurance activities.

Article 12. Insureds

1. Insured means an entity in relation whereto insurance is carried out. Unless
it is stipulated otherwise in the agreement, the insurant shall be an insured at the same
time.

2. Legislation concerning compulsory insurance may impose upon insurants the
obligation of insuring third parties. In voluntary insurance, the insurants may in the
insurance agreement determine a third party as an insured. In those cases either the
personality of the insured and the insured's interests relating thereto (personal insurance
of the insureds), or property of the insured and the insured's interests relating to such
property (property insurance of the insured) shall be insurable items.

When property, the insured which is not the insurant must have interest in safety
of that property.

When insuring against the risk of responsibility for improper execution of an
agreement, and also against entrepreneurial risk, only the risk of the insurant may be
insured.

3. Consent of the third party in relation to the conclusion of an agreement
wherein that party is defined as the insured shall not be required, however, in voluntary
types of insurance objections of that party to concluding of that agreement shall entail
the impossibility of its conclusion, and where it has already been concluded, -
amendment or dissolution of the agreement.

In property insurance, the insurant shall be obliged to notify the third party of
the insurant's intent to insure that party's property or the interests relating thereto, with a
precise indication of the item to be insured.

4. In the case where upon an insurant there is the obligation to insure a third
party, that party shall have the right to require from the insurant a report on execution of
that obligation, and the cases stipulated in the legislation, - to receive a document which
certifies that that party in insured.

In the case of a failure to execute or of improper execution by the insurant of its
obligation associated with insuring of a third party, the latter shall have the right to take
steps stipulated in paragraphs 1 and 2 of Article 6 of this Edict.

5. In the case where an insured is a minor citizen, his rights shall be exercised in
accordance with the procedure stipulated in the Civil Legislation in relation to minors.

6. Conclusion of an agreement for the benefit of an insured shall not release the
insurant from the execution of the obligations under that agreement.

Insuring of a third party shall be carried out at the expense of the insurant.
Obligations of an insured who is not the insurant and also obligations of the insurant
which arise in relation to the occurrence of an insurable event shall be determined in the
insurance agreement. An insurant shall be obliged to notify the insured on his
obligations which arise from the insurance agreement.
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7. In the event that an insured refused to receive the insurance indemnification
which is due to him in accordance with the agreement, the right to receive the insurance
indemnification shall be transferred to the insurant.

8. In the case of the demise of an insured who is not the insurant, in respect
whereof a personal insurance agreement is concluded, that agreement shall be subject to
termination, unless legislation or the agreement stipulate replacement of the insured.

Where the demise of an insured is that insurable event which is stipulated in the
insurance agreement, that agreement shall terminate by its execution.

In the case of the demise of an insured who is not the insurant, in respect
whereof a property insurance agreement is concluded, the rights and obligations of the
insured with the consent of the insurant shall be transferred to inheritors of that property
and those property rights which are the insured items, unless legislation of the
agreement stipulate otherwise.

Where an insurant does not agree to replace the deceased insured or the
inheritors do not agree to assume his rights and obligations, the agreement shall be
subject to termination.

9. To insurance agreement for the benefit of a third party (insured) provisions of
the Civil Legislation shall apply concerning agreements for the benefit of third parties
as long as they do not contradict provisions of this Edict.

Article 13. Beneficiaries

1. Beneficiary is a person which in accordance with an agreement or legislation
concerning compulsory insurance is the receiver of the insurance indemnification.

Both legal entities and citizens may be beneficiaries.

A beneficiary may be appointed both in personal and property insurance.

In compulsory types of insurance, the beneficiary shall be determined by
legislation which regulates that type of insurance, in the case of voluntary types the
beneficiary shall be appointed by the insurant.

2. Unless it is otherwise stipulated in legislation concerning compulsory
insurance or an agreement on voluntary insurance, the insurant shall be the beneficiary.

Where an insurant is not the insured, there the insured shall be the beneficiary.

Where a beneficiary is not indicated in an insurance agreement, the insured shall
be deemed to be the beneficiary.

3. In insurance agreements on entrepreneurial risks only the insurant which at
the same time must be the insured, may be the beneficiary.

4. A property insurance agreement for the benefit of a beneficiary may be
concluded without any indication of name or title of the beneficiary.

When concluding such an agreement, the insurant shall be issued an insurance
document (policy, certificate etc.) for the bearer. In that case, the person who presents
the indicated document to the insurer shall be recognised as the beneficiary.

5. In the event that an insured is at the same time the beneficiary, the latter shall
be subject to provisions stipulated in Article 12 of this Edict.

6. In the case of the demise of a beneficiary who is not the insured, or in the
case of his waiving the rights of the beneficiary, the rights of the latter shall be
transferred to the insurant.

In the case of the demise of a beneficiary who is the insured, the consequences
shall arise stipulated in paragraph 8 of Article 12 of this Edict.
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7. Conclusion of an agreement for the benefit of a beneficiary shall not release
the insurant from the execution of obligations in accordance with that agreement.

Chapter 3. Insurance Agreements
Article 14. The Concept of an Insurance Agreement

1. In accordance with an insurance agreement, the insurant shall be obliged to
pay insurance payments, and the insurer shall be obliged in the case of the occurrence of
the insurable event to pay to the insurant the insurance indemnification.

2. Insurance shall be carried out in form of concluding and executing insurance
agreements.

Article 15. Pro-Forma Insurance Agreements

1. An insurance agreement shall be concluded in accordance with a written pro-
forma by way of the following:

1) compilation by the parties of a single document;

2) adherence of insurants to model provisions (insurance rules), elaborated by
insurers in a unilateral procedure (agreement of joining in);

3) issuing by insurer's of insurance confirmation documents (policies,
certificates etc.) to insurants;

4) any other method which allow for a documentary confirmation of the
existence of the parties’ will to conclude the agreement and of their reaching the
consensus on all the substantial terms.

2. The pro-forma of an agreement shall be determined by the insurer by
consensus of the parties.

Article 16. Contents of an Insurance Agreement

1. An insurance agreement must contain the following:

1) name of the legal entity, its location and bank details of the insurer;

2) surname, name and address of the insurant (where it is a physical person),
name, location and bank details (where it is a legal entity);

3) indication of the insured item:

4) indication of the insurable event;

5) amounts of the insurance sum, and insurance indemnification, the procedure
and deadlines for its payment;

6) amounts of insurance payments, procedure and deadlines for their payment;

7) term of agreement;

8) indication of the insured and the beneficiary where they are the participants
of the insurance relation.

2. Any other provisions may be included into agreements by consensus of the
parties.

3. Where an insurance agreement contains conditions which worsen the position
of the insurant as compared with those stipulated in the legislation, the rules established
by the legislation shall apply.
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Article 17. Effect of an Insurance Agreement

1. An insurance agreement shall enter into force and become binding for the
parties from the moment of the payment by the insurant of the insurance payment, and
where it is paid on an instalment plan, of the first insurance premium, unless the
agreement or legislation concerning compulsory insurance stipulate otherwise.

2. An insurance agreement shall lose its validity from the moment of payment
of the insurance indemnification upon the first insurable event which took place, unless
the agreement of legislation concerning compulsory insurance stipulates otherwise.

3. The period of effect of insurance protection shall coincide with the term of
effect of the agreement, unless the agreement or legislation concerning compulsory
insurance stipulates otherwise.

4. The territory of insurance shall coincide with the territory of the Republic of
Kazakshtan, unless it otherwise ensues from the nature of the insured item, or otherwise
stipulated in the agreement.

Article 18. Obligations of Insurers

1. Aninsurer shall be obliged as follows:

1) in the case of the occurrence of the insurable event, to carry out payment of
the insurance indemnification in the amount, procedure and within the deadlines
stipulated in paragraph 3 of Article 22 of this Edict;

2) to indemnify the insurant (insured) from expenditures incurred by the
insurant (insured) at the insurable event within the amount of the insurance sum, to
prevent or reduce damage to the insured property, provided such expenditures were
necessary or were incurred to implement the instructions of the insurer even where
those steps proved useless.

An insurer shall be released from the payment of insurance indemnification in
respect of the damage which arose as a result of the insurant's deliberate failure to take
steps for reducing the consequences of the insurable event;

3) not to divulge the information received by the insurer as a result of insuring
concerning the insurant, insured and the beneficiary, condition of their health, and also
concerning the financial condition of those persons (insurance secrecy).

2. Any other obligations may be stipulated in an insurance agreement.

Article 19. Obligations of Insurants

1. Aninsurant shall be obliged as follows:

a) to pay insurance payments in amounts, procedure and deadlines as stipulated
in paragraph 2 of Article 22 of this Edict;

b) when concluding an insurance agreement, to communicate to the insurer all
the circumstances known which have bearing upon the evaluation of the probability of
the occurrence of the insurable event and infliction of damage therefrom (insurance
risk), and also to report on increases of that risk after the conclusion of the agreement;

c) to report to the insurer within the deadlines and in the form established by the
agreement, on the insurable event, and to take steps to protect the insured property and
also to ensure the right to revert [claims] to the guilty party.
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d) in the case of double insurance, to notify the insurer of any other effective
insurance agreement in relation to that item of property insurance.
2. An insurance agreement may stipulate any other obligations for the insurant.

Article 20. Insurable Event

1. An insurable event means an event the occurrence whereof is associated by
the insurance agreement to the payment of insurance indemnification.

2. The types of insurable events in compulsory insurance shall be determined by
legislation concerning compulsory insurance, and in voluntary insurance - by ageement
of the parties.

3. The event which is considered as an insurable event must have the features of
possibility and probability of its occurrence.

4. The burden of proof of occurrence of an insurabe event and of losses inflicted
by it, shall rest with the insurant.

Article 21. Insurance Payments

1. An insurance payment means payment for insurance which must be made by
the insurant to the insurer.

The obligation to pay insurance payment may not be delegated to the insured or
beneficiary neither by legislation, nor agreements.

2. Amounts of insurance payments shall be established by agreements. In
compulsory types of insurance they may not be greater than those established by
legislation.

The procedure and deadlines for payment of insurance payments shall be
determined in the agreement. Legislation may determine them for compulsory types of
insurance.

3. When determining amounts of insurance payments which are subject to
payment under the insurance agreement, the parties may use insurance tariffs developed
by the insurer, which define the rate of payments levied on a unit of the insurance sum,
subject to the insured item and the nature of insurance risks.

4. The agreement may stipulate payment of insurance payments on an
instalment plan in form of insurance premia.

5. A failure to make an insurance payment by the deadline defined in the
agreement shall entail the termination of the agreement, unless it is otherwise stipulated
in the agreement.

6. Insurance payments received by an insurer shall belong to the insurer under
the right to own, and in the case of state-owned insurance organisations, - under the
right to business authority.

Article 22. The Insurance Sum and Indemnification
1. The insurance sum means an amount of monetary resources to which the

insurance item is insured and which represents the maximum amount of obligations of
the insurer in the case of occurrence of the insurable event.
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2. The insurance indemnification means payments made by an insurer to the
insurant within the amount of the insurance sum in the case of occurrence of the
insurable event.

3. Amounts of insurance sums and indemnifications shall be established in the
agreement. In the case of compulsory types of insurance, they may not be less than the
amounts which are established by legislation.

The procedure and deadlines for payment of insurance indemnification shall be
determined by the agreement. In compulsory types of insurance, they may be defined
by legislation.

4. When insuring property, the insurance sum may not exceed its actual price at
the moment of concluding of the agreement (insured value). The parties may not
challenge the value of insured property, which is determined in the insurance
agreement, except for the cases where the insurer proves that the insurer was
deliberately misled by the insurant. Where the insurance sum which is determined in an
insurance agreement exceeds the value of insured property, the agreement shall be
invalid in respect of the amount in excess of the actual value of the property at the
moment of concluding of the agreement.

5. Insurance indemnification in property insurance, as well as in insurance of
liability may not exceed the amount of the actual damage incurred by the insurant
(insured) as a result of occurrence of the insurable event.

6. The insurance indemnification in personal insurance shall be paid to the
insurant (insured, beneficiary) irrespective of amounts of social insurance, social
security, compulsory medical insurance, in accordance with any other insurance
agreements and in a procedure for compensation of damage, which are due to the
insurant (insured, beneficiary).

7. Provisions of a property insurance agreement may stipulate a replacement of
insurance indemnification by compensation of damage in kind within the amount of the
insurance indemnification.

8. When paying insurance indemnification, the insurer shall have the right to
carry out an offset of insurance payments which are due to the insurer by the insurant.

9. Insurance indemnification in personal insurance which is due to an insured,
and also to a beneficiary and inheritors of the insurant in the case of his demise, shall
not be included into the inheritable property.

Article 23. The Responsibility of an Insurer for Untimely Payment of Insurance
Indemnification

For an untimely payment of insurance indemnification, the insurer shall pay to
the insurant (insured) interest in the amount stipulated in Article 353 of the Civil Code
of the Republic of Kazakhstan (General Part), unless the insurance agreement stipulates
the responsibility in a larger amount.

Article 24. A Refusal to Pay Insurance Indemnification
1. An insurer shall have the right to deny the payment of insurance

indemnification to the insurer entirely or in part when the insurable event takes place as
a consequence of the following:
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1) deliberate acts of the insurant, insured, or beneficiary, aimed at provoking an
insurable event or incidental to its occurrence, except for the acts which are committed
in the condition of necessary defence or extreme necessity;

2) acts of the insurant, insured, or beneficiary which are recognised in
accordance with the procedure established by law as deliberate crime or administrative
violations which are in a cause-and-effect relation with the insurable event;

3) military actions and measures of military nature relating thereto, which are
recognised as such in accordance with the procedure established by legislative acts,
unless the agreement stipulates insurance against military risks. In the case of the
refusal to pay insurance indemnification on the bases which ensue from military acts,
the insurant shall be refunded the insurance payments made by the insurant.

2. The following shall also be bases for the refusal of and insurer to pay
insurance indemnification:

1) communication by the insurant to the insurer of deliberately false
information concerning the insured items, insurance risk, the insurable event and its
consequences;

2) a failure of an insurer to take necessary steps to protect the insured property
when an insurable event occurs, in the extent to which the insurant may have prevented
it, but deliberately failed to do so;

3) receipt by an insurant in property insurance of relevant indemnification of
damage from the party which is guilty of the damage inflicted;

4) an insurant's impeding the insurer in investigating of circumstances of
occurrence of an insurable event and in establishing the amount of damage inflicted
thereby to the insured item, and also in the case stipulated in the second part of
paragraph 1 of Article 25 of this Edict;

5) any other cases stipulated in legislative acts.

3. Release of the insurer from payment of issuance indemnification to the
insurant on motives of unlawful acts by the insurant as stipulated in this Article, shall at
the same time relieve the insurer from payment of insurance indemnification to the
insured or beneficiary.

4. Provisions of an insurance agreement may stipulate any other bases for the
denial of payment of insurance indemnification, provided that does not contradict
legislation.

5. The decision to deny the payment of insurance indemnification shall be
adopted by the insurer and it shall be communicated to the insurant in writing with the
motivation of the reasons for the refusal.

6. The refusal of an insurer to make payment of insurance indemnification may
be challenged in a court.

Article 25. The Right to Revert Claims

1. The right to revert claims, which the insurant (insured) has in respect of the
party responsible for the harm done, shall be transferred to the insurer which paid
insurance indemnification in property insurance, within that amount. An insurant
(insured) shall be obliged, when receiving insurance indemnification, to transfer to the
insurer any available documents which are required for the exercise of the right to such
claims.
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When an insurant relinquishes the claims to the indicated person or the rights
which ensure the execution of claims to that person, and also in the case of the refusal to
transfer to the insurer the documents which are required to revert claims, the insurer
shall be released from payment of insurance indemnification in the amount in which the
insurer might have claimed from the harm doer in the procedure of reverting the claim.

2. An insurant shall have the right to assign to the insurer the right to claim
from the party which is guilty of inflicted damage in excess of the volumes of the
amount of the insurance indemnification, and also to assign any other claims to that
party. The conveyance of those rights may be stipulated in the insurance agreement.

3. An insurant, after the occurrence of an insurable event may with the consent
of the insurer transfer to the insurer the rights to insured property and to receive
insurance indemnification in full volume of the insurance sum.

Article 26. Termination of An Insurance Agreement

1. Aside from the general bases for termination of the obligations stipulated in
the Civil Code, an insurance agreement may be terminated in the following cases:

1) where the insured item ceased to exist;

2) the demise of the insured who is not an insurant, when his replacement did
not take place (paragraph 8 of Article 12 of this Edict);

3) in property insurance, alienation by an insurant of the insured item, where
the insurer objects to the replacement by the insurant, and where neither the agreement
nor legislation stipulate otherwise (paragraph 1, Article 28 of this Edict);

4) a failure of the insurant to make insurance payments which are due by
certain date, unless it is otherwise stipulated in the agreement (paragraph 5 of Article 21
of this Edict);

5) payment by the insurer of insurance indemnification on the first occurrence
of the insurable event, unless the agreement or legislation concerning compulsory
insurance stipulates otherwise (paragraph 2 of Article 17 of this Edict).

2. An insurance agreement may be terminated prematurely by demand of the
insurant or the insurer, provided this is stipulated in the provisions of the insurance
agreement, and also by consensus of the parties.

In the case of a premature termination of an insurance agreement, the parties
shall be obliged to notify each other of the intention to terminate the insurance
agreement, not less than 30 days in advance of the intended dates of termination, unless
the agreement stipulates otherwise.

3. In the case of a premature termination of an insurance agreement, upon
request of the insurant, the insurer shall return to the insurant the insurance payments
for the unexpired period of the agreement, less incurred expenditures; and when the
claims of the insurant are caused by violations by the insurer of the insurance
agreement, then the latter shall refund to the insurant in full the insurance payments
paid by the insurant.

In the case of a premature termination of an insurance agreement, by claim of
the insurer, the insurer shall refund in full to the insurant the insurance payments made
by the insurant; and when the claims of the insurer are caused by a failure of the
insurant to execute the insurance agreement, then the insurer shall refund to the insurant
the insurance payments for the unexpired period of the agreement less incurred
expenditures.
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4. When terminating an insurance agreement as a result of the demise of the
insured, the insurer shall refund to the insurant the insurance payments for the
unexpired period of the agreement, less incurred expenditures.

Article 27. Invalidity of an Insurance Agreement

Aside from general bases for invalidity of transactions, which are stipulated in
the Civil Code, an insurance agreement shall be deemed to be invalid from the moment
of its conclusion in the following cases, where:

1) at the moment of concluding the agreement the item to be insured did not
exist;

2) the items to be insured are illegal interests of the insurant;

3) the items to be insured are the assets which are subject to confiscation on the
basis of the court decision which entered into force, or assets obtained in a criminal way
or which are items in crime;

4) an event which has not the features of possibility and probability of its
occurrence (paragraph 3, Article 20 of this Edict) is intended to be the insurable event
which is to inevitably and objectively take place, of which the parties or, at least the
insurant, knew beforehand;

5) the insurant in concluding the agreement deliberately pursued the aim of
extracting of unlawful profits, including conclusion thereof after the occurrence of the
insurable event.

Article 28. Replacement of an Insurant

1. In the case of an insurant's demise, who have concluded a property insurance
agreement, the rights and obligations of the insurant shall be transferred to the person
who adopted that property in a procedure of inheritance. In any other cases of transfer
of the right to own, the rights and obligations of the insurant shall be transferred to the
new owner with the consent of the insurer, unless the agreement or legislation stipulate
otherwise.

2. In the case of the demise of an insurant who concluded a personal insurance
agreement for the benefit of the insured, the rights and obligations defined by that
agreement shall be transferred to the insurant with the insurant's consent.

3. When during the period of the effect of an insurance agreement, the insurant
is recognised by the court as incapable, the rights and obligations of such an insurer
shall be carried out by his curator bonis. In that respect, insurance of the insurant's
liability to third parties shall cease from the moment of the recognition of the citizen as
incapable.

4. When an insurant which is a legal entity is reorganised, during the period of
the effect of the insurance agreement, the insurants rights and obligations under that
agreement shall be transferred with the consent of the insurer to an appropriate legal
successor in accordance with the procedure determined by the Civil Code.

Article 29. Replacement of the Insured

1. In the case where in accordance with the insurance agreement on insuring
against the risk of civil liability for infliction of damage, the liability is insured of a
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person other than the insurant, the latter shall have the right, unless it is stipulated
otherwise in the agreement, at any time prior to the occurrence of the insurable event, to
replace that person with any other upon notifying the insurer thereof, in writing.

2. An insured which is not the insurant named in a personal insurance
agreement and property insurance agreement, may be replaced with any other only with
the consent of the insured himself and the insurer.

3. When insuring of a third party ensues from requirements of legislation
concerning compulsory insurance, replacement of an insured shall be carried out in
accordance with the procedure established by the indicated legislation and an agreement
based thereon.

Article 30. Replacement of the Beneficiary

1. An insurant shall have the right prior to the occurrence of the insurable event
to replace the beneficiary which is not the insured, and which is indicated in the
insurance agreement, by any other person, upon notifying the insurer thereof in writing.

2. A beneficiary may not be replaced with any other person after the beneficiary
has executed certain obligations under the insurance agreement, which ensue from the
beneficiary's arrangements with the insurant, or has presented to the insurer the claim to
be paid the insurance indemnification.

3. The replacement of a beneficiary which is the insured shall be carried out in
accordance with the procedure stipulated in Article 29 of this Edict.

Article 31. Double Insurance

1. Double (multiple) insurance means insurance of one item by several insurers.

2. In double insurance of property, each insurer shall pay to the insurant
insurance indemnification in accordance with the agreement concluded with the
insurant, however the aggregate amount of insurance indemnification received by the
insurant from all the insurers may not exceed the actual damage.

In that respect, the insurant shall have the right to receive the insurance
indemnification from any of the insurers in the amount of the insurance sum which is
stipulated in the agreement concluded with the insurer. In the event that received
insurance indemnification does not cover actual damage, the insurant shall have the
right to receive the missing amount from another insurer.

An insurer which is fully or partially released from the payment of insurance
indemnification by virtue of the fact that the inflicted damage has been indemnified by
other insurers, shall be obliged to refund to the insurant the appropriate part of
insurance payment, less incurred expenditures.

3. In double insurance of one item, albeit with different insurers, but against
different insurable events with each of them, the insurance liability shall be borne by the
insurer the agreement wherewith covers the insurable event which occurred.

4. In double personal insurance, each insurer shall execute that insurer's
insurance obligations to the insurant independently, irrespective of their execution by
the other insurers.

Article 32. Group Insurance

translation © 1995 by QSE concerning insurance 14



Edict of the President of the Republic of Kazakhstan

1. In group insurance, one insurance agreement shall cover several insureds,
which at the same time are the beneficiaries.

2. The group insurance may be personal and property insurance, personified and
de individualised covering certain category of persons.

In de individualised insurance the circle of the insureds must be specified in the
insurance agreement to the extent to which it is required to individualise the insurable
event, its consequences in relation to each insured and the amount of payment to the
insured of insurance indemnification.

3. Collective insurance by employers of their workers may only be personal
insurance.

Article 33. Co-Insurance

1. An insured item may be insured through one agreement by several insurers
(co-insurance). In that respect, the agreement must contain the provisions which define
the rights and obligations of each of the insurers in agreed proportions.

2. In order to jointly insure against large and extraordinarily large risks, insurers
may create general partnerships (insurance pools) on the basis of their agreements.

3. Where there is an appropriate agreement between co-insurers, one of them
may represent all the other co-insurers in their relations with the insurant, remaining
liable to the latter only in the amount of that insurer's share.

Article 34. Re-Insurance

1. An insurer shall have the right, by way of re-insurance with another insurer
(re-insurer) to ensure the coverage of the risk associated with the execution of all or part
of the insurer's obligations to the insurant.

In re-insuring with a foreign insurer (re-insurer), the share of owned obligation
of the re-insurer (owned withholding) must constitute not less than 5 per cent of the
total amount of liabilities.

2. An insurer which concluded with a re-insurer a re-insurance agreement (re-
insurant), shall remain liable to the insurant in full volume in accordance with the
insurance agreement concluded with the insurant.

3. Terms of re-insurance shall be determined by the re-insurance agreement
between the re-insurant and re-insurer.

A re-insurance agreement must comply with the requirements which this Edict
imposes to insurance agreements.

4. In order to organise re-insurance, re-insurers may unite on the basis of their
collaboration agreement into general partnerships (re-insurance pools).

5. Re-insurance of risks shall be possible by insurers of the Republic of
Kazakhstan (re-insurers), and by foreign insurers (re-insurers) in accordance with the
procedure established by this Edict.

Chapter 4. Ensuring Financial Stability of Insurers

Article 35. The Terms for Ensuring Financial Stability of Insurers
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1. The basis of the financial stability of insurers shall consist in their having
formed charter funds, insurance reserves, the system of co-insurance and re-insurance.

2. In respect of any types of insurance, insurance reserves shall be formed only
out of insurance payments which are used for their formation in an amount not less than
25 per cent and not more than 90 per cent.

Article 36. The Charter Fund of an Insurer

1. The charter fund of an insurer shall be intended for the following:
a) financing the insurer's activities,
b) payment of insurance indemnification's.
2. Payment of dividends and any other remuneration to the participants of the
insurance organisation at the expense of the charter fund shall be prohibited.

Article 37. Deployment of Insurance Reserves

1. Insurance reserves shall be intended only for ensuring the execution by the
insurer of the insurer's obligations under insurance agreements.

2. Deployment of insurance reserves shall be carried out by insurers on the
terms of diversification, repayment, profitability and liquidity.

Resources of insurance reserves may be deployed as follows:

a) acquisition of state securities;

b) acquisition of immovable properties and rights to permanent land tenure;

¢) custody in deposit accounts of banks;

d) purchase of foreign currency and securities in foreign currency.

3. Insurers when investing resources of their insurance reserves shall be obliged
to comply with the following relations:

a) not more than 80 per cent to be deposited in deposit accounts of banks;

b) not more than 80 per cent - state securities;

c) not more than 20 per cent - immovable properties and the right to permanent
land tenure;

d) not more than 50 per cent - foreign currency and securities in foreign
currency;

e) not less than 5 per cent - in the settlement account in a bank to carry out
current payment of insurance indemnification in accordance with concluded insurance
agreements.

4. When deploying resources of insurance reserves in deposit accounts of
commercial banks, not more than 50 per cent may be placed in one bank, of the amount
to be placed in banks.

Article 38. Guarantees of Insurers' Solvency

1. The maximum volume of obligations of an insurer in a separate agreement
may not exceed 10 per cent of the amount of insurer's owned resources.

2. Any assets of an insurer shall be referred to the owned resources of the
insurer, including monetary resources and securities upon which the insurer's right to
own extends (in the case of state-owned insurance organisations - the right to business
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authority), in particular the resources of the charter fund, insurance reserves, fixed
assets and current assets of the insurer which is a legal entity.

3. In the case where an insurer assumed obligations in excess of the indicated
normative, the appropriate part thereof must be insured with a re-insurer.

Article 39. Accounting and Reporting of Insurers

The chart of accounts and the rules for accounting, indicators and pro-formas for
accounting for insurance transactions and for reporting of insurers as well as the
procedure and deadlines for publication by them of annual reports and of accounting
balance sheets, shall be established by the Ministry of Finance of AN by agreement
with the state statistics authorities.

Chapter 5. The State Monitoring of Conduct of Insurance Activities
Article 40. The State Body for Insurance Monitoring

The state monitoring of insurance shall be carried out by the state insurance
authority (the Gosstrakhnadzor).

Article 41. Functions of the Gosstrakhnadzor

The following shall be functions of the Gosstrakhnadzor:

1) issuing licences for carrying out insurance activities;

2) monitoring of compliance with the normatives for the ratio between the
owned resources of insurers and insurance obligation assumed by them, as stipulated in
Article 38 of this Edict;

3) monitoring of compliance by legal entities and citizens with the requirements
concerning compulsory insurance;

4) monitoring of compliance of the contents of insurance agreements used by
insurers with the requirements of legislation;

5) monitoring of compliance with the requirements of legislation of the
Republic of Kazakhstan concerning the prohibition in its territory of the insurer
activities of foreign insurance companies;

6) generalisation of insurance practice, elaboration and presentation in
accordance with the established procedure of proposals for development and
improvement of legislation concerning insurance and development of the insurance
market in the Republic.

Article 42. The Rights of Gosstrakhnadzor

The Gosstrakhnadzor shall have the following rights:

1) to receive from insurers the established reports concerning insurance
activities;

2) to carry out audits of compliance by insurers with legislation concerning
insurance;

3) to carry out audits of compliance by insurants, including enterprises with
foreign participation, legislation concerning compulsory insurance;
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4) to appeal to courts with actions to recognise as invalid insurance, co-
insurance and re-insurance agreements which contradict requirements of this Edict and
of civil legislation;

5) to issue to insurers, managers of legal entities, including enterprises with
foreign participation, prescriptions which are compulsory for implementation
concerning compliance with the requirements of insurance legislation or concerning
elimination of its violation;

6) to suspend effect of licences which give the right to carry out insurance
activities;

7) to institute proceedings at courts concerning imposition of fines and also to
revoke licences, on the bases stipulated in this Edict.

Article 43. Licensing of Insurance Activities

1. Carrying out of insurance activities shall be allowed where licences are
available.

Licences giving the right to carry out insurance activities may be issued only to
those legal entities which are registered as insurance organisations.

2. Licences giving the right to carry out insurance activities shall be issued by
the Gosstrakhnadzor.

3. An insurance organisation which have received a licence for the right to
carry out life insurance shall not have the right to engage in any other insurance
activities.

4. A licence shall be for indefinite term and it shall be effective in the entire
territory of the Republic of Kazakshtan.

5. A legal entity which is registered as an insurance organisation shall acquire
the status of an insurer (re-insurer) and the right to carry out insurance activities from
the moment of receiving the licence.

6. The activities of an insurance agent, insurance broker, and also activities
relating to evaluation of insurance risks, evaluation of amounts of damage, amounts of
insurance indemnification, rendering of consultancy and research services for insurers
and insurants shall not require licensing.

7. Licences shall be issued to insurance organisation on the basis of an
application with the following attachments:

a) copies of foundation documents;

b) copy act of the state registration of the insurer as a legal entity;

¢) bank confirmation of the amount of paid-up charter fund;

d) model agreement insurance documentation intended to be used.

It shall be prohibited to require presentation of any other documents.

8. The pro-forma licence shall be approved by the Cabinet of Ministers of the
Republic of Kazakhstan, the pro-forma application to obtain it and the pro-forma
reference on managers shall be established by the Gosstrakhnadzor.

9. The Gosstrakhnadzor shall publish information on insurance organisations to
which licences are issued for conducting insurance activities, with the indications of the
following:

- name of the insurance organisation and its location;

- its organisational and legal form;
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- date of the licence issue, its number, type of insurance for which the licence is
issued.

Article 44. Periods for Processing Applications to Obtain Licences

An application to obtain a licence must be processed not later than within one
month from the date of its receipt by the Gosstrakhnadzor.

Article 45. Levy for Issuing Licences

Amount of licensing levy and the procedure for payment thereof shall be defined
by tax legislation of the Republic of Kazakshtan.

Article 46. Refusal to Issue a Licence

1. Issuing of a licence may be denied for the following reasons:

- where in submission of the application to be issued a licence the applicant
failed to submit all the documents which are required in accordance with Article 43 of
this Edict. When the applicant eliminates the indicated impediment, the application and
the documents attached thereto shall be processed on a general basis;

- where a legal entity applies to obtain a licence, which in accordance with this
Edict has no right to carry out insurance activities in the Republic of Kazakhstan;

- where in respect of the manager of the insurance organisation there is a court
decision which prohibits his engagement in insurance activities;

- where the amount of the charter fund is not paid in accordance with the
requirements of Article 11 of this Edict;

- where insurance documents (agreements, rules, terms of insuring etc.),
prepared by the insurance organisation which is seeking the licence, do not comply with
the requirements of insurance legislation in respect of their contents.

2. In the case of a refusal to issue a licence, the applicant shall be issued a
motivated response in writing with the indication of the reasons for the refusal within
the deadlines established for processing of applications.

Article 47. Prescriptions to Eliminate Violations of Legislation

A prescription to eliminate violations of legislation concerning insurance must
be implemented by the insurer within the deadlines established by that prescription, on
which the insurer must report to the Gosstrakhnadzor in writing.

Article 48. Suspension of Licence Validity

1. Suspension of effect of a licence shall be carried out by decision of the
Gosstrakhnadzor.

2. Suspension of effect of a licence shall entail the prohibition for the insurer to
conclude any new insurance agreements during the period of such suspension.

3. Effect of a licence may be suspended for a term up to 6 months in the
following cases:
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1) a failure to implement a prescription concerning elimination of identified
violations of legislation concerning insurance;

2) a failure of an insurer to comply with the guarantees of solvency envisaged
by this Edict;

3) conclusion by an insurer of agreements in compulsory insurance on the terms
which are worse for the insurants than those prescribed by the legal act which regulates
that type of insurance;

4) conclusion of unlawful insurance agreements terminated by court decisions;

5) a systematic failure of an insurer to comply with the obligations under an
insurance agreement;

6) refusal of an insurer to present the documents which are required by the
Gosstrakhnadzor within the bounds of its authority in relation to an audit of activities of
that insurer;

7) establishing the fact of presentation by an insurer in its documents of
information which is unreliable or deliberately distorted, which became the basis for
issuing to that insurer of the licence;

8) emergence of circumstances which in accordance with Article 46 of this
Edict serve as a basis to deny the issue of the licence.

4. In the decision to suspend validity of a licence there must be indicated the
reasons for such a decision and the period of the licence validity suspension.

5. Validity of a licence shall be suspended from the date of communicating such
a decision to the insurer.

6. When the circumstances which served as a basis for suspension of a licence
are eliminated, the validity of the licence shall be restored.

The indicated petition must be considered within one month from the date of its
receipt by the Gosstrakhnadzor, notifying the insurer of the adopted decision in writing.

Article 49. Revocation of a Licence and Termination of Its Effect

1. In the case of an insurer's failure to eliminate within established deadlines the
circumstances which became the basis for suspending the licence, the Gosstrakhnadzor
shall have the right to appeal to the court with the action to revoke the licence.

A licence shall lose its validity from the date of the court decision to revoke the
licence, entering into force.

2. In the liquidation of an insurance organisation, the licence shall be deemed to
have lost its validity from the moment of the liquidation.

3. In the case of the liquidation of an insurance organisation or of adopting the
decision to revoke a licence, the insurer shall be obliged to surrender the issued licence
to the Gosstrakhnadzor within 5 days.

Article 50. Execution by an Insurer of Obligations Assumed Prior to Restriction,
Suspension or Revocation of the Licence

From the moment of suspension or revocation of the licence an insurer shall not
have the right to carry out the prohibited insurance activities, except for the execution of
the obligations assumed under the insurance agreements concluded prior, until expiry of
their validity term.
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Article 51. Observance of Commercial Secrets of Insurers and Secrecy of
Insurance by the Official Persons of the Gosstrakhnadzor

The official persons of the Gosstrakhnadzor shall not have the right to divulge in
any form the information which constitutes a commercial secret of an insurer, and also
information concerning insurants (insureds), which is referred to insurance secrecy,
which became known to the indicated persons in the course of the exercise by them of
their activities.

In the case of a disclosure, the officials of the Gosstrakhnadzor shall be held
responsible as established by legislation.

Article 52. Challenging the Decisions of the Gosstrakhnadzor

1. The decisions of the Gosstrakhnadzor to deny issuing of a licence or to
suspend it, and also its prescriptions concerning the elimination of violations of
legislation, may be challenged by insurers within six months in the courts of the
Republic of Kazakhstan.

Article 53. Concerning the Measures Relating to the Implementation and the
Procedure for Entering into Force of this Edict

1. The Government of the Republic of Kazakhstan shall:

present to the President of the Republic of Kazakhstan its proposals concerning
bringing legislative acts of the Republic of Kazakhstan into conformity with Edict
Which Has Force of Law of the President of the Republic of Kazakhstan «Concerning
Insurancey;

bring the decisions of the Government of the Republic of Kazakhstan into
conformity with Edict Which Has Force of Law of the President of the Republic of
Kazakhstan «Concerning Insurance»;

ensure revision and abolition by the ministries, departments and state
committees of the Republic of Kazakhstan of their normative acts and instructions
which contradict this Edict.

2. This Edict shall enter into force from the date of its publication.

President of the Republic of Kazakhstan
N. Nazarbaev
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THE FOLLOWING PROVISIONS HAVE BEEN EXCLUDED FROM THE
PREVIOUS JUNE 1995 DRAFT OF THE INSURANCE LAW

Article 14. Insurance Agents and Insurance Brokers

1. Insurance agents means legal entities and physical persons which operate in
accordance with the instructions of the insurer and on the insurer's behalf when
concluding and executing insurance agreements.

2. Insurance brokers means legal entities and physical persons which carry out
intermediary activities in the area of insurance as a type of their entrepreneurial
activities.

Relations of insurance brokers with insurers and insurants shall be determined
by the agreement.

Article 23. The Currency Regime in Insurance

1. Payment of insurance payments and indemnification shall be carried out in
the National Currency, the Kazakhstani Tenge.

2. Payment by an insurer of insurance payments in foreign currency shall be
allowed in the following cases:

when insuring export and import transactions;

when the insurant's liability is insured where the liability is in the form of
payments in foreign currency;

when the insurant means a physical person who temporarily leaves for abroad;

when the insurant is a foreign investor or a resident;

other cases envisaged by currency legislation.

3. Under co-insurance agreements it shall be allowed to spread insurance
payments in foreign currency between the insurers which concluded such an agreement.

4. By consensus of the parties insurance indemnification in the cases stipulated
in paragraph 2 of this Article, shall be paid in the currency in which the insurance
payment was made, or in the National Currency.

5. An insurer shall have the right to purchase foreign currency in the domestic
currency market to provide for the insurer's obligations, liabilities on insurance
indemnification and for the formation of insurance reserves in foreign currency.

6. Assessments to the currency insurance reserve shall be exempt from
compulsory sales of currency established by legislation.

Article 37. Settlement of Disputes Which Ensue from the Insurance Agreement

Disputes relating to insurance agreements and those ensuing therefrom, shall be
handled by courts in accordance with the established procedure.

Article 39. Entrepreneurial Activities of Insurers

1. An insurer at the expense of income received from insurance activities may
purchase shares (unit shares), shares of commercial organisations.
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2. An insurer shall have the right to carry out entrepreneurial activities relating
to the operations which are associated with the marketing of insurance agreements.

2) maintenance of a single State Register of insurers; publishing of information on
insurers which are registered and operate in the Republic, indicating their range of
activities;

Article 51. Consequences of a Reorganisation and of Introduction of Amendments
to the Charter of Insurance Organisations

1. When reorganising a legal entity which is registered as an insurance
organisation, the right to the licence shall be transferred to the legal successor.

In that respect, a new licence shall be issued to the legal successor instead of the
old one.

The following shall be attached to the application to exchange a licence:

a) the decision to reorganise a legal entity,

b) copies of the foundation documents of the insurer which is the legal
successof,

c) act of its state registration.

2. When introducing amendments to foundation documents, which do not
require re-registration of a legal entity, the copies of the indicated documents shall be
forwarded to the Gosstrakhnadzor for information.

Article 55. Challenging the Decisions of the Gosstrakhnadzor
2. Submission of a complaint shall not suspend the effect of the act to be
challenged.
3. The court upon establishing the fact of unfoundedness of a prescription

issued or of a licence suspended, shall pass a decision which must be executed by the
Gosstrakhnadzor within three days from the moment of its receipt.

Chapter 6. Conclusive Provisions
Article 58. The Responsibility for Violation of Legislation Concerning Insurance

The responsibility for violation of legislation concerning insurance shall emerge
in accordance with legislation of the Republic of Kazakhstan.

Article 59. International Treaties
When an international treaty, to which the Republic of Kazakhstan is a party,
establishes any other rules than those contained in legislation of the Republic of

Kazakhstan concerning insurance, then the rules of the international treaty shall apply.

President of the Republic of Kazakhstan
N. Nazarbaev
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