EDICT HAVING AUTHORITY OF LAW
OF THE PRESIDENT OF THE REPUBLIC OF KAZAKSTAN

CONCERNING THE SUBSURFACE AND ITS UTILIZATION
27 January 1996
In accordance with Article 1 of the Law of the RK dated December 10, 1993 “Concerning the Temporary
Delegation of Additional Powers to the President of the RK and the Heads of Local Administrations” |
issue this Edict:
CHAPTER 1. GENERAL PROVISIONS

Article 1. Principal Terms and Definitions

The terms and definitions employed in this Edict shall have the following meanings:

1. Safe utilization of Subsurface means proviing for the technical ecological sanitary and
epidemiological safety in conducting of Subsurface Operations;
2. State Geological Study of the subsurface means work (operations) associated with monitoring of

the Subsurface status, exploration of geological structure of the Allotments as well as parts and the entire
territory of the Republic as a whole, and defining their prospects in relation to useful Minerals, creation of
state geological maps constituting the base for the Subsuraface utilization;

3. Production means work (operations) relating to extraction of Useful Minerals out of the
Subsurface to its surface and out of Technological Mineral Formations which are in the state ownership
including all technological operations up to Processing of Mineral Raw Materials;

4. Commercial Discovery means discovery in the Contract Territory of one or several Deposits
which are economically feasible in respect of production;

5. Authorised Body means the Executive Body to which the rights directly associated with
conclusion and execution of Contract are delegated,;

6. Contract means an agreement between a Subsurface User (Contractor) and the Authorised Body
on performance of Subsurface Utilization operations;

7. Contract Territory means the territory which is allotted in accordance with the License for
conduction of Subsurface Utilization operations and outlined by geographic or any other co-ordinates;
8. Licensee means a holder of the Subsurface Utilization License;

9. License means the permission issued by the Licensing Body for the right to conduct Subsurface
Utilization Operations during a fixed period within the boundaries of the Contract Territory;

10. Licensing Body (Licenser) means the Executive Body whose terms of reference in accordance
with this Edict include issuing of the Licenses;

11. Deposit means part of the Subsurface which comprises a natural concentration of a Useful
Mineral (Useful Minerals);

12. Mineral Raw Materials means the part of the Subsurface which is lifted to its subsurface (rocks,
are raw material, etc) which contains a Useful Mineral (Useful Mineral);

13. Model Contract means a rough contract approved by the Government of the Republic of

Kazakstan, in which details are recorded of different types of contracts or specific provisions for
conducting certain Subsurface Utilization Operations and which is used as a model when comiling
contracts;

14, Subsurface user (Contractor) means a citizen or a legal entity, a state and an international
organization, which received the right to carry out Subsurface Operations in accordance with this Edict;



15. Subsurface means part of the earth’s crust located undernearth the soil level, where there is no
soil, undernearth the earth’s surface or the bed of water bodies, which extends to the depths accessible for
conducting of Subsurface Operations subject to science and technology progress;

16. Commonly Occuring Useful Minerals means useful minerals (sand, clay, rubble) which are used
in their natural condition or after insignificant processing and purification, generally to safisfy local
business needs;

17. Subsurface Operations means work relating to State Geological Study of the Subsurface,
Exploration and Production including work relating to Exploration and production of underground water,
therapeutic muds, exploration of the Subsurface for discharge of sewage water as well as work associated
with Construction and operation of underground facilities not associated with Production;

18. Processing of Minearal Raw Materials means work associated with extraction of a Useful Mineral
(Useful Minerals) out of Mineral Raw Materials;
19. Useful Mineral means a natural mineral substance which is contained by the Subsurface in solid,

liquid or gaseous state (including underground water and therapeutic muds) suitable for utilization in the
material production;

20. Good Deposit Development Practice menas practice which is usually used by Subsurface Users in
Exploration and Development in the countries of the world, as rational, safe, efficient and required when
condution Subsurface Operation;

21. Right to Use the Subsurface means the right to own and use the Subsurface within the boundaries
of the Contract Territory granted to the Subsurface User in accordance with the procedure established by
this Edict;

22. Applicable law means the law of the RK when it is directly stipulated in legislative acts or when
the Contract provisions do not define the applicable law. In any other cases the law of the RK or the law
of other states may be the applicable law;

23. Work programmes means all types of schedules prepared for conducting Subsurface operations
including Plans for State Geological Studies of the Subsurface, Development and Production;

24. Exploration means work (operations) associated with prospecting of Deposits of Useful Minerals
and their evaluation;

25. Construction and Operation of Underground Facilities not Associated with Production means
work (operations) relating to construction and operation of underground facilities of general economic
assignment, as well as for the burial of radioactive waste, harmful substance and sewage water;

26. Technogenic Minearl Formations means waste of mining, concentration, mettallugical and other
types of production (cinders, spoil banks, rock with remnants of useful minerals) which contain the
Useful Mineral;

217. Subsurface allotment (Block) means a geometrical part of the Subsurface apportioned within
closed boundaries to be granted for Subsurface Utilization.

Avrticle 2. The Objectives of legislation Concerning the Subsurface and its Utilization

The objectives of legislation concerning the Subsurface and its utilization shal consist in
regulations of conducting of Subsurface Utilization Operations in order to provide for protection of the
interests of the RK and its natural resources, rational use and the protection of the Subsurface of the RK,
the protection of the interests of Subsurface users, creation of opportunities for equal development of all
forms of ownership, business, strengthening of legality in area of Subsurface Utilization relations.

Article 3. The Principles of Legislation Concerning the Subsurface and its Utilization
Legal regulation of relations associated with the Subsurface and its utilization shall be based on

the following priniples:
1. ensuring the rational, integrated and safe utilization of the Subsurface;



ensuring the protection of the Subsurface and the natural environment;

ensuring the compromise of the national and regional intersts;

ensuring recovery of mineral and raw material base;

publicity in conducting Subsurface Operations;

subsurface Utilization shall be payable;

creation of conditions favorable for encouragement of investments to Subsurface Utilization
Operations.
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Avrticle 4. Legislation Concerning the Subsurface and its Utilization

1. Relations which emerge in conducting of Subsurface Utilization Operations shall be regulated by
this Edic and other regulatory legal acts which are adopted in accordance with it.

Special considerations associated with performance of Subsurface Utilization Operations in respect of
defferent types of Userful Minerals and Technogenic Mineral Formations shall be defined by legislative
acts concerning those types of Useful minerals and Technogenic mineral formations.

2. Relations of utilization and protection of land, water (except for underground water and
therapeutic muds) forests, flora and fauna, and atmospheric air shall be regulated by special purpose
legislation.

3. Civil rights relations associated with the right to use subsurface shall be regulated by provisions
of the civil legislation, unless they are stipulated amongst the provisions of this Edic.
4. Foreign citizens and legal entities as well as stateless persons shall exersise the rights and bear

responsibilities in relation and legal entities of the RK unless its is otherwise stipulated in theis Edict or
other legislative acts.

5. The rights of citizens and legal entities, as established by this Edict may not be restricted by the
acts of the Government, central executive bodies and maslikhats. Such acts shall have not legal force and
they shall not be subject to implementation.

Avrticle 5. The right to own the Subsurface, Useful Mineral and Mineral Raw Materials

1. In accordance with the Constitution of te Republic of Kazakstan, the Subsurface including Useful
Minerals shall be in the State ownership.
2. Unless it is otherwise stipulated in the Contract, Mineral Raw Material shall be owned by

Subsurface Users under the right to own (in the case of state-owned enterprise of the RK under the right
to business authority or operational management).

3. Technogenic Mineral Formations shall be the property of the Subsurface User, unless it is
otherwise stipulated in the Contract.
4. The right of ownership (business authority, operational management) in respect of Useful

Minerals extracted from Technogenic Mineral Formations which owned by the State, shall be defined in
the contract.

5. The Subsurface User which holds Mineral Raw Materials, Technogeni Mineral Formations or
Useful Minerals under the right to own (business authority, operations management) shall have the right
to dispose of Mineral Raw Materials, Technogenic Mineral Formations or Useful Minerals, commit in
respect of them only civil rights transactions which are not prohibited by legislation.

Avrticle 6. Publicity in Conducting Subsurface Utilization Operations
Any interested persons shall have the right to pursue the following at the Licensing Body:

1. Terms of tenders of investment programmes and decisions upon their results;
2. Licenses and Contracts, except for provisions which are recognized by the Parties as confidential.



CHAPTER 2. THE TERMS OF REFERENCE OF EXECUTIVE BODIES IN THE SPHERE OF
SUBSURFACE UTILIZATION

Article 7. The terms of Reference of the Government of the RK

The Government of the RK shall:

1. organise management of the State Subsurface Stock as an item of the State property;
2. establish the rules for the Utilization of the Subsurface and its protection;
3. outline the Subsurface Allotments which are intended for safisfaction of the State needs in

strategic and deficient types of the Mineral Raw Materials for the purposes of ensuring the national
security, the protection of the natural environment, safety of the population, carry out conservation of
Subsurface Allotments in order to save reserves of Mineral Raw Materials for the interests of future
generations;

4. define the list of the Commonly Occuring Useful Minerals;

5. define special consideration in the procedure of payment of special-purpose payments and taxes
of Subsurface Users which carry ouit activities in different branches of the extraction industry;

6. define the procedure for licensing of Subsurface Utilization and for conclusion of Contracts;

7. carry out issuing of Licenses for the Right to Utilized the Subsurface introduced amendements

thereto in accordance with the procedure established by this Edict, except for the Commonly Occuring
Useful Minerals as well as supervision of compliance with the terms of execution of Licenses and
Contracts;

8. elaborate and approve Model Contracts;

9. exersise other types of powers granted to the Government by this Edict and other legislative acts
of the RK in the sphere of Subsurface Utilization;

10. appoint the Authorised Body for conclusion and implementation of Subsurface Utilization
contracts, except for commonly Occuring Useful minerals.

Acrticle 8. Functions of the Authorised Body

1. The Functions of the Authorised Body shall be as follows;

- conducting negotions with Subsurface Users concerning the terms of the Contract on the basis of the
License, preparation of the draft Contract in conjunction with the Subsurface User;

- orgnaization of performance of evaluation of contractual documents;

- conclusion of Contracts;

- ensuring implementation and resolution of Contracts in accordance with the procedure and on the bases
stipulated in legislation;

- submission of Contracts to the body authorised by the Government of the RK to carry out their
authority;

- submission to the Licensing Body of proposals concerning revocation of Licenses or prolonging their
terms;

- ensuring granting to Subsurface Users of land plots under the right to own in accordance with the
License;

- adoption of remedies to ensure Implementation of Contracts;

- submission of annual reports to the Licensing Body of the RK concerning the status of Contracts.

2. The Authorised Body shall be obliged as follows:

- to ensure the observation of the interests of the RK in the course of its activities relating to conclusion of
implementation of Contracts;

- conclude Production contracts only where the state evaluation of Deposti reserves.

Article 9. The Terms of Reference of Local Executive Bodies



The Province executive bodies shall:

- grant land plots to Subsurface Users under the right to use of the size populated in the License and
Contract in accordance with Land legislation; where necessary, carry out reservation of land plots from
private owners or users for the indicated purposes, in accordance with the procedure established by land
legislation;

- within the bounds of the authority granted to them by legislative acts, exercise supervision of the
protection of land plots and bed granted for conducting of subsurface Utilization operations, of
compliance by Subsurface Users with the rules of ecological safety, reservation of archeological
memorials and other items of historic and cultural heritage;

- participate in negotiations with Subsurface Users to resolve upon the issues associated with observance
of the social, economic and ecological interests of the region population’s interest, when concluding
Contracts;

- issue Licenses to Exploration of commonly occuring Useful Minerals and their Production Contracts
relating to commonly occuring Useful Minerals.

CHAPTER 3. THE RIGHT TO UTILISE THE SUBSURFACE
Acrticle 10. Types of the Right to utilized the subsurface

1. The right to utilise the Subsurface shall be granted for the following Operations:

- State Geological Study of the Subsurface;

- Exploration;

- Production;

- Construction and operation of underground facilities not associated with Production.

2. The right to utilise the Subsurface may be permanent or temporary, alienable or inalienable,
payable or not payable.

3. Production of commonly occuring useful minerals for the Subsurface’s User’s own needs in the
land plots which are held under the right to own or permanently use, shall be carried out under the right to
permanent and free of charge Subsurface utilization.

Any other types of Subsurface utilization operations shall be carried out on the basis of temporary and
payable Subsurface utilization.

4. No one may be deprived of the Right to Subsurface utilization, otherwise than on the bases
established by this Edict and other legislative acts.

Article 11. Entities having the right to subsurface utilization

1. Physical persons and legal entities including foreign ones as well as foreign states and
international organisatoins may be entities having the right to subsurface utilization.
2. National Subsurface users means citizens of the RK and Kazakstani legal entities.

Foreign Subsurface users means foreign citizens, foreign legal entities, foreign states and international
organisations.

3. Permanenet subsurface users means the entities whose right to subsurface utilization has an
indefinite-term nature.

Temporary Subsurface users means the entities whose Right to Subsurface utilization is restricted by a
definite term.

Article 12. Emergence of the Subsurface utilization right

1. The right to subsurface utilization shall emerge by the following ways



- granting of the subsurface utilization right;
- conveyance of the subsurface utilization right;
- conveyance of the Subsurface utilization right in the procedure of universal legal successorship;

2. Granting of the subsurface utilization right means importing the subsurface utilization right to an
entity directly by the State.
3. Conveyance of the Subsurface utilization right in the procedure of universal legal successorship

means the emergence of the Subsurface utilization right of a legal successor in reorganisation of legal
entities.
5. The subsurface utilization right shall emerge on the basis of the license.

Article 13. Granting of the Subsurface utilization right.
1. Granting of the subsurface utilization right relating to exploration, production, construction and

operation of the underground facilities - not associated - with Production, shall be carried out on the basis
of the License and Contract.

2. Granting of the Subsurface utilization right in relation to commercial Production of commonly
occuring useful minerals shall be carried out by the province executive body.
3. Granting of the Subsurface utilization right for state, geological study of the subsurface shal be

carried out on the basis of the admininstrative act of the authorised body for utilization and protection of
the subsurface addressed to subordinated organisations, or the contract.

4. Granting of the Subsurface utilization right in relation to Production of commonly occuring
useful minerals and underground waters for the subsurface user’s own needs shall be carried out
simultaneously with the granting of the lant plot under which the commonly occuring useful mineral and
udnerground waters are located into private ownership or use. When a land plot is granted for temporary
land use, the terms for utilising of commonly occuring useful minerals and underground waters for own
needs may be stipulated in the Agreement on temporary use of land.

Article 14. Conveyance of the Subsurface utilization right

1. The conveyance by a Subsurface user to any other entity (except for a subsidiary organisation) of
the Subsurface utilization right which emerged on the basis of the License, may only be effected with the
permission from the Licensing Body.

2. Permission of the Licensing Body for conveyance of the subsurface utilization right ot specific
entities shall be issued individually in each case of such conveyance. It shall be prohibited to establish in
the License or Contract (in the cases where the contract is concluded) of a general permission to the
subsurface user in respect of the subsurface utilisation right conveyance to any entity at the discretion of
the subsurface user or by agreement with the authorised body.

3. Conveyance of the subsurface utilization right relating to the state geological study, which is
granted to subsurface user on the basis of the contract with the authorised body for the utilisation and
protection of the subsurface may be effected with the consent of that Body.

4. Conveyance of the subsurface utilisation right relating to production of commonly occuring
useful minerals and underground water to satisfy own needs shall be affected simulteneously with the
conveyance of the land plot under which the commonly occuring useful minerals and underground waters
are located, into private ownership or land use. In the conveyance of a land plot for temporary use, the
terms of the utilization of commonly occuring useful minerals and underground waters for satisfaction of
own needs may be stipulated in the Agreement on temporary land use.

Coveyance of the Subsurface utilization right in relation to commonly occuring useful minerals and
underground water to satisfy own needs without transfer of the land plot under which they are located
shall not be allowed.



5. Conveyance of the Subsurface utilization right shall be carried out on the basis of civil rights
transactions and also on other bases stipulated in legislation in compliance with the rules in paragraphs
1,2,3, of this Article.

6. Any expenditures relating to the conveyance of the subsurface utilisation right shall be attributed
to subsurface user, uless it is otherwise stipulated amongst conveyance terms.

7. Until a Subsurface user retains any participation in a contract, the subsurface user an dthe entity
to which the subsurface utilisation right is conveyed shall bear joint responsibility under the contract.

8. Conveyance of the subsurface utilization right shall be carried out by way of conveyance with
appropriate re-formulation of the license and other documents on the basis of which the subsurface
utilization right emerges (paragraph 5 of Article 12 of this Edict).

9. Conveyance of the subsurface utilization right shall be on unconditional basis for te re-
documentation of the land plot as well as for registration of the right to land plot and transactions
involving it, in accordance with legislation.

Article 15. Pledging the subsurface utilization right

1. Pledging of the subsurface utilization right shall be carried out on the basis of the agreement for
pledge of property right in compliance with the rules of Article 14 of this Edict;
2. Loans received under the pledge of the subsurface utilization right must be utilised only for the

purposes of the utilization of the subsurface as stipulated in the License.

Article 16. Conveyance of the subsurface utilization right in the procedure of the universal legal
succesorship

In the case of reorganisation of a legal entity, the subsurface utilization right held by it shall be transferred
to the legal successor (the legal successors) in accordance with the provisions of the civil legislation in
compliance with the requirements of paragraph 3 of Article 39 of this Edict.

Article 17. Special considerations in the exercise of the subsurface utilization right relating to technogenic
mineral formations.

1. Extraction from the Technogenic Mineral Formations which are in the state ownership and not
held by specific state-owned enterprises shall be carried out on the general principles on the basis of the
License and Contract.

2. Production of useful minerals out of technogenic mineral formations owned a subsurface user
(under the right to business authority, or to operational manageement) shall not be deemed to be
Subsurface utilization operations. Issuing of the License to a subsurface user or an entity to which the
User sold, leased or in any other manner assigned the Technogenic mineral formations held by the user,
shall not be carried out in accordance with the general procedure established by legislation concerning
licensing (issuing of the License for Processing of mineral Raw material), production Contracts in those
cases shall not be concluded.

Acrticle 18. Special considerations in the exercise of the subsurface utilization right relating to state
geological study.

1. State Geological Study of the subsurface shall be organised by the authorised body for utilization
and protection of the subsurface and it shall be carried out by subordinated organisations or by citizens
and legal entities hired ont he basis of contracts.

2. State geological studies of the subsurface shall financed out of the Republic’s budget.



Avrticle 19. Special consideraton in performance of construction and operation of underground facilities
not associated with production.

1. The rules of this Edict relating to Production shall apply to construction and operation of
underground facilities not associated with production unless it is otherwise stipulated in legislation.
2. License shall be issued for construction and/or operation of underground facilities not associated

with Production.
Article 20. Processing of Mineral raw materials

1. Processing of mineral raw material shall not deemed to be Subsurface utilization operations.
2. Licensing of Processing of Mineral Raw Material shall not be governed by the rules of this Edict
and it shall be carried out in the general procedure as established by legislation concerning licensing.

CHAPTER 4. Licensing of exploration and production.
Acrticle 21. Methods of Issuing Licenses

Licenses for the right to Exploration and/or Production shall be granted as a rule on the basis of an
investment programme tender. It shall be allowed to grant Licenses on the basis on negotiations.

Article 22. License Assignment

1. No one shall have the right to carry out exploration and production without on appropriate
License, except for the cases established in paragraphs 3 and 4 of Article 13 of this Edict.

2. A Contract must comply with the terms of the License. Provisions of the contract which
contradict the License shall be deemed to be invalid.

3. Prior to conslusion of the Contract the contents of the License may be amended only with the
mutual consent of the Licensing Body and the Licensee.

After conclusion of the Contract the contents of the License may only be amended with the mutual
consent of the Licensing Body and the partices of the Contract.

Amending of a License shall necessitate appropriate amendements to the Contract.

4. Licenses for Exploration and/or production shall be issued simulteneously with geological and /or
mining allotments which are Supplements to the License. Licenses shall be on unconditional basis for
granting land plots when it is necessary for Subsurface utilization operations.

Avrticle 23. Licensing Body (Licenser)

1. Issue of Licenses for Exploration and Production except for Commonly occuring useful minerals
shall be carried out by the Government of the RK.
2. Issuing of Licenses for commercial production of commonly occuring useful minerals shall be

carried out by the Province executive body.
Acrticle 24. Types of Licenses
Licenses shall be subdivided into Exploration Licenses, Production Licenses, Licenses for construction

and/or operation of underground installations not associated with Production. It shall be allowed to issue
combined licenses for Exploration and Production.



Acrticle 25. Terms for Conducting an investment programme tender for the right to receive the License for
Exploration and/or production.

1. Investment Programme Tenders for the right to receive the License for exploration and/or
production may be open and closed.

The terms of an open-type tender must be published and of a closed-type tender communicated to all the
potential participants not later than 90 days prior to its taking place. All entities which wish to participate
in a tender shall have the right to received information, relating to the procedure of conducting tender.

2. Notices concerning holding of tenders must contain the following:

- time and place of the tender, as well as the period of acceptance of applications;

- principal terms of the tender;

- indication of the locateion and description of the Subsurface allotments (Blocks) which are intended for
granting for conducting of the Subsurface utilization operations.

Notices shall also indicated the starting amounts of payments to the Budget (lease payments, bonuses,
royalties and other), the price of the set of geological information, amount of contribution for the right to
participate in the tender as established by the Licensed Body.

Article 26. Applications for the right to participate in the Investment Programme tender.

Applications for participation in a tender must contain the following:

- name of the applicant, the applicant’s address, nationality (in the case of a legal entity), citizenship (in
the case of physical persons);

- information on the managers or owners of the legal entity or persons who will represent the applicate
when receiving the License;

- information concerning technical, managerial, institutional and financial capacity of the applicant.

Article 27. The procedure and period for consideration of Applications.

1. Applicationsh shall be accepted for consideration after the payment by the applicant of the contribution
for participation in the tender, the amount of which shall be established by the Licensing body. Applicants
shall be officially notified of their application acceptance within one month from their receipt. Expert
evaluation of applications shall be carried out in course of the tender.

2. After acceptance of a tender participation application the applicant for a license shall be given a
set of information concerning the Allotment in the territory which is granted for subsurface utilization. A
set must contain a range of geological, mining and technology information which is required by applicant
for eloboration of the Work programme and feasibility indicators relating to exploration and/or
production.

Acrticle 28. Applications to obtain the license (competitive bid)

1. Applicants within the deadlines established by the terms of the tender shall compile a competitive
bid for the right to obtain a License for exploration and/or production. Evaluation of consistance of
technical and economic parameters with the terms of the tender shall be carried out by the expert
commission and it shall be formulated as a protocol. Formation of expert commissions and identifications
of the winner of the tender from among the applicants which received a positive appraisal of the expert
commission shall be carried out by the Licensing Bodly.

2. A competitive bid for the right to receive the Exploration license must contain the following:

- information, concerning previous activities of the applicant, including the list of the states in which the
applicant carried out activities within the last 5 years, the extract from the bank on the financial position
of the application;



- intentions of the applicant concerning the terms of conducting exploration including the Programme of
work and consts of its performance;

- intentions of the applicant in respect of the protection of the natural envirnment including recultivation
and restoration of alnd of the Contract Territory;

- sources for financing of Exploration, owned or borrowed resources;

- the period which is required for the implementation of the investment programme.

3. Beside that, competitive bids for the right to receive a Production License must contain the
following:

- information on the exploration license and result of its use, when the applicant has such license;

- the plan for development of Deposits, including among other things the quantity of useful minerals
which the applicant intends to practice;

- estimated date of beginning production and attaining it economically and technically feasible level;

- calculations of cost estimates relating to production and income relating to useful minerals;

- intended monetary receipts of the RK and capital investments in development of production and social
infrastructure of the contract territory.

4. Competitive bid for the right to receive a combined exploration and production license must
contain provisions which are required from the competitive bidgs for the right to receive the exploration
license and the production license.

Acrticle 29. Denial of the right to participate in an investment programme tender.

Denial of the right to participate in an investment programme tender, may take place only in the following
cases:

- submission of application for participation in violation of the requirements of Article 26 or submission
of a competitive bid in violation of requirements of Article 28 of this Edict;

- misrepresentation of information by the applicant;

- absense in the application of documentary confirmation that the applicant has or will have technical,
institutional, managerial and financial capacities which are required for exploration and/or production as
indicated in the application to participate in the tender and/or in the competitive bid.

Article 30. Drawing of Results of the tender.

1. Winners of tenders shall be identified on basis of the combination of the following principle
criteria;

- date of beginning and intensity of exploration performance;

- date of beginning of Production and reaching of its economically and technical feasible level as well as
of the coefficient of maximum extraction of useful minerals;

- intended amount of the initial and subsequent payments to the Budget;

- amount of investments, deadlines and terms of financing the project and of capital investments in
development of production and social infrastructure on the contract territory;

- compliance with the requirements of the protection of the subsurface and the natural environment and
safety of operations.

Acrticle 31. The terms for conducting negotiaoations to issue the license

1. Negotioations to issue Licenses shall be carried out by the licensing fbody with the entity
(Persons) which submitted applications to participate in the negotiations.
2. Application to participate in negotiations must comply with the requirements of Article 26 of this

Edict.



3. In the course of negotiations the Licensing Body shall present to the applicant the terms of
granting subusrface allotments for subsurface utilization. The person who participates in negotiations with
the Licensing Body, in order to receive the License shall be obliged to submit the application which
complies with the requirements of Article 28 of this Edict.

4. Applications to receive licenses which are issued on the basis of negotiations shall be considered
within three months from the date of its submission. The period of consideration of the application may
be extended by the Licensing body up to six months, of which the applicant shall be notified in writing.

5. Issuing of the license on the basis of negotiations shall be carried out with obligatory examination
and evaluation of the application.

Article 32. The contents of the exploration license.

Licenses for exploration must contain the following:

- information concerning the License;

- outline of the contract territory;

- period of the License validity and initial date of operations;

- type and date of signing of the contract;

- minimum programme of work;

- terms and procedure for return of the contract territory;

- obligations of the subsurface user in relations to execution of requirements of the legislation of the RK
concerning the protection of the natural environment and safety of operations

- terms of extension of the license validity period.

Article 33. The contrents of the production, license and combined license

1. Production licenses must contain the following:

- information concerning the license;

- outline of the contract territory;

- period of the License validity and date of beginning of operations;

- type and dates of signing of the contract;

- programme of work;

- pre-conditions concerning amounts of investments to be made by the license in the project and
development of production and social infrasructure of the contract territory;

- terms of compliance with the requirements of legislation concerning the protection of the subsurface and
natural environment as well as safety of operations

- terms of extension of the license validity period

- terms of training and hiring of local personnel

2. Combined License must contain all the terms of the exploration license and as a rule all the terms
of the Production license.

Article 34. License validity period.

1. Exploration Licenses shall be issued for a term up to six years. The licensee shall have the rigth to
extend the license validity period, provided the programme of work is implemented as well as otehr
obligations stipulated in the license and contract. The validity period of an exploration license may be
extended twice with the length of each period up to two years.

2. In the case of discovery of a useful mineral the license shall have the right to extend the license
for aperiod which is required for the appraisal of the commercial discovery. In that case, the rules of a
paragraph 4 of this article shall not apply.



3. In the case of a commercial discovery the exploration licence holder shall have the exclusive right
to receive the production license provided the requirements of the exploration license are complied with.
In the event that an exploration license holder submitted the application to obtain the production license
the validity term of the exploration license shall be extended for the period of consideration of the
production license application.

4, Production licenses shall be issued for a period of up to 25 years.

5. combined licenses shall be issued for a period including periods of exploration and production
subject to possible extension periods.

6. The term of the exploration and/or production license may be extended if the Licensee applied for
extension not later than12 months prior to the license expiry date.

7. Applications to extend te validity period of licenses must be considered within three months from

the date of its receipt by the Licensing body. When the validity period of a license is extended the
Licensee must pay the levy established for issuing of the license (License levy). Licenses which were
revoked by the licensing body shall not be subject to extension. Continuation of Exploration and/or
production of useful minerals by the holder of a license which was revoked, shall only be possible on the
terms of issuing a new license in accordance with the procedure established by this Edict.

8. The license validity period shall be measured from the date of its registration by the body
authorised by the Government of the RK. Registration of licenses shall be carried out within 10 days.

Article 35. The territorial sphere of license validity (the contract territory)

1. Within the boundaries of the contract territory there may be located one subsurface allotment or
several subsurface allotments either adjacent or isolated. A subsurface allotment which is granted within
the boundaries of a contract territory may be confined by certain depth.

When in performing exploration and/or Production of useful minerals it is established that the geographic
boundaries of the deposti stretch beyond the boundaries of the contract territory which is indicated in the
license then the issue of its extension must be resolved by way of its amendements or issue of an
additional license without holding a tender. The validity period of an additional license shall be
determined in compliance with Article 34 of this Edict.

2. The terms of return of a contract territory shall be defined in the contract. In that respect within
the period of the exploration license validity (prior to its extension) not less tahn 50% of the contract
territory must be returned except fro the territory in which the commercial discovery was made.

Acrticle 36. The rights and obligations of the Licensee.
A Licensee shall have all rights and bear all obligations as stipulated in the License and esure therefrom.
Article 37. Conveyance of Rights and obligations of the Licensee.

The right and obligationsh of a Licensee may be assigned to any other entity in accordance with the
procedure stipulated in Article 14 of this Edict.

Article 38. Supervision of License validity

1. The licensing body shall have the right to suspend validity of a license for a term up to six month
in the cased when the Licensee:

- carries out activities which are not provided for by the License, or in violation of the license terms;

- carries out activities within the framework of the License but based on a programme which is not
provided for by the contract;



- in the course of the exercise of activities the Licensee seriously violates legislation concerning the
protection of the subsurface or safety of operation.

2. In the even that the license validity is suspended, the Licensing body shall notify the Licensee in
writing on the causes fro such a suspension and it shall establish a reasoanable period for their
elimination.

3. Upon elimination of the factors which caused the suspension of a License its validity shall be
resumed of which the Licensee shall be notified in writing.

4. Suspension of a License validity shall entail suspension of the contract which was concluded on
the basis of that license.

5. Suspension of a License validity shall not entail changes in its total validity period.

6. The authorised Body shall be notified of suspension of a license validity.

Article 39. License validity cessation

1. Validity of licenses shall cease as follows:

- upon expiry of the validity period indicated in the License;

- when it is revoked by the Licensing body;

- in the case of dissolution of the contract when the subsurface user fails to comply with its terms which
ensure from the license or when the contract is recognised as invalid;

- in the even of the liquidation of the legal entity.

2. When the terms of the license stipulate a definite membership of participants of the legal entity
which received the License, changing of the membership without consent of the Licensing body may
serve as a basis for termination of the Licensing validity.

Changing of the membership of participants of the legal entity, as well as transformation of the legal
entity to whose name the license was issued performed in accordance with civil legislation shall not lead
to cessation of its validity when such terms are absent.

3. In other types of reorganisation of a legal entity to whose name the License was issued, its
validity shall not cease, provided the legal entity exists to whose name the license was issued, or the
property rights and obligations which ensue from the license are transferred in accordance with the
transfer balance sheet to the reorganised legal entity in the procedure of universal legal successorship
(Article 16 of this Edict).

4. In the cases stipulated by paragraphs 2 and 3 of this Article, as well as when consent is received
from the Licensing body (paragraph 2 of this Article) the License shall be subject to appropriate
reformulating without changing the date of its initial issue and without delegation to the Licensee of
additional duties.

Article 40. Revocation of Licenses

1. The licensing body shall have the right to revoke on issued License in the following cases:

- in the event that the Licensee refuses to eliminate the factors which caused the adoption of the decision
to suspend the license validity or in the case of a failure to eliminate those reasons within the deadline
which is sufficient for their elimination;

- in the case of violation of the license provision concerning the deadlines for conclusion of the contract
except for the cases where it took place for no gilt of the subsurface user or is caused by good reasons;

- in the case of the subsurface user’s failure to take the steps stipulated in Article 70 of this Edict.

2. Revocation of the License shall entail dissolution of the contract if it was concluded, collection
from the Licensee of costs incurred by the premature dissolution of the contract or its non-conclusion.

Acrticle 41. Recognition of the Licenses as invalid



1. Licenses shall be recognised as invalid in the following cases:

- in the case of the court recognition of the fact of submission to the Licensing body of deliberately false
information which induced its decision to grant the license to the entity;

- in the case of establishing in the judicial procedure of the collusion between the official persons
participating in the conducting of the investment programme tender, or in granting the license by way of
negotiating with the winner cadidate of issuing of the License for the purpose of granting to the candidate
of illegal advantages as compared to other conditions, liberalization of requirements and reduction of
amounts of payments (due) to the Budget.

2. Entering into legal force of the court decision or verdict which confirm the existance of the facts
indicated in paragraph 1 of this Article, shall be basis for recognition of the License as invalid.

CHAPTER 5. Exploration and production contracts
Acrticle 42. Types of contracts

1. The following types of contracts shall be issued in order to perfom exploration and production
operations:

- production sharing;

- concession;

- on rendering of services (service contracts)

- on joint operations (with or without formation of legal entities)

- other types of contracts

2. Combined and other types of contracts shall be allowed subject to conditions of specific
subsurface utilization operations and other circumstances.

Article 43. Terms and validity periods of contracts

1. Validity periods and terms of contracts shall be defined by agreement of the parties in accordance
with the applicable law and License and subject to the provisions of the model contract
2. The terms of a contract which contradict the license shall be invalid.

Article 44. Conclusion and execution of contracts

1. Contracts prior to their signing shall b in the obligatory procedure agreed with the special
executive bodies authorised in the issues of the environmental protection, health protection, sanitation,
subsurface protection, mining supervision. The period of agreeing must not exceed 15 days from the date
of the releval body’s receipt of the contractual documents.

2. Contracts prior to their signing shall be subject to economic, ecological and legal expert
evaluation. The period of expert evaluation must not exceed 30 days from the date of submission of
contractual docuemnts to the experts.

3. Contracts shall be registered by the body authorised by the Government of the RK and they shall
enter into force from the date of its registration unless any other later dates are stipulated in the contract
fro its entering into force.

4. The procedure for conclusion of contracts shall be defined by the Government of the RK.

Acrticle 45. Recognition of a contract as invalid.
1. Contracts shall be recognised as invalid as follows:

- when the license is recognised as invalid;
- when the contract is concluded without prior receipt of the license;



- on any other grounds stipulated in legislative acts.
2. Contracts to perform subsurface utilization operations to which the authorised body is not a party
shall be invalid.

Article 46. Amendements and termination of contract.

1. Terms of contracts may be amended only when there is a written consensus of both parties,
provided the amendement to be introduced do not contradict the provision of the License.

2. The parties may terminate contracts only on the basis and in the procedure stipulated in
legislative acts and/or the contract. Revocation of the license shall entail termination of the contract.
3. The parties shall not be exempt from the implementation of current obligations which are
outstanding by the time of receiving the notice on termination of the contract.

CHAPTER 6. Protection of the subsurface and the natural environment.
Acrticle 47. Objectives of the protection of the subsurface and the natural environment.

The protection of the subsurface and the natural envirnoment shall comprise a system of lega,
institutional, economic and technological and other efforts aimed at the following;

- protection of lives and health of the population;

- rational and integrated;

- reservation of natural landscapes and recultivation of damaged lands and other geomorphological
structures;

- reservation of parameters of the mechanic condition of the upper layers of the subsurface for the
purposes of preventing earthquakes, land slides, floods, ground collapse.

Avrticle 48. General Ecological Requirements

1. At any stages of Subsurface utilization icluding prediction, planning, designing, the ecological
requirements must be compiled with in a priority procedure as stipulated in legislation cocerning the
protection of the natural environment.

2. The following shall be the principal requirements of the protection of the subsurface and the
natural environment when performing subsurface utilization operations;

- safety of the earth’s surface at the expense of using special methods of developing deposits;

- preventoin of technogenic deserts formation in lands;

- reduction of the terrain of damaged and alienated lands by way of constructing automobile highways on
the basis of rational routes approved by the bodies of environmental protection, prior to begining of
subsurface utilization operations as well as by introducing the cluster method of well construction using
technologies of interanl spoil bank formation, utilization of wastes of Production and procession of
mineral materials;

- prevention of wind erosion of outcrops of open rocks and production waste, their oxidation and self-
inflammation;

- insulation of permearbel and fresh water horizons to prevent their pollution;

- prevention of depletion and pollution of underground waters

- use of non-toxic agents when preparing washing liquids;

- recycling and repeated use of drilling solutions;

- liquidation of spill of drilling, fuel and lubricant materials in the natural environment by ecologically
safe methods;

- recycling and repeated use of discharges in the system of maintanance of internal deposit pressure of oil
Deposits.



Acrticle 49. Requirements in the sphere of the subsurface protection

1. The following shall be the requirements in the sphere of the subsurface protection:

- ensuring the fullness of forestalled geological study of the subsurface for reliable appraisal of quantity
and structure of reserves of usefuls minerals, deposits and subsurface allotments granted for subsurface
utilization including for the purposes not associated with production

- ensuring the rational and integrated use of subsurface resources at any stages of subsurface utilization;

- ensuring the completeness of recovery of useful minerals;

- reliable accounting for recovered reserves and those remaining in the subsurface as well as for the main
and accompanying useful minerals and also associated components, products of mineral raw material
processing and production waste when developing Deposits;

- use of the subsurface in accordance with the requirements of legislation concerning the protection of the
natural environment which protect the subsurface from dangerous impacts of technogenic processes in
exploration, production, as well as construction and operation of underground facilities not associated
with production;

- protection of the subsurface form floods, fires and other calamity factors which reduce its quality or
complicate operation and development of Deposits;

- prevention of subsurface pollution when performing subsurface utilization operations especially when
oil, gas or any other substances and material are storage underground in burial of harmful substances and
wastes, discharge of sewage waters;

- compliance with the established procedure for suspension, cessation of subsurface utilization operations,
conservation and liguidation of development facilities of deposits;

- compliance with ecological requirements when storing and placing industrial and consumer wastes for
the purposes of preventing their accumulation in the areas of water collection and in place where there are
udnerground waters.

2. Fullness and reliability of geological, hydrogeological, ecological, engineering, geological and
technological appraisal of subsurface utilization items, shall be the basis of the subsurface protection.

Article 50. Ecological basis for performance of subsurface utilization operations.

1. A positive expert evaluation made by the state ecologists in respect of performance of subsurface
utilization operations and permits issued by the executive bodies authorised to handle the issues of the
protection of the natural environment on its basis for the use of the natural environment as well as
inclusion in contracts of appropriate ecological provisions as principal terms, shall be the necessary
ecological basis for performance of those operations.

2. A subsurface user shall be obliged to ensure the submission for the state ecological expert
evaluation of all pre-project assesment of the impact of intended activities upon the natural environment
and of the “Protection of Natural Environments” section including the efforts for the periods of
exploration and production of cessation of subsurface utilization or deposit conservation operations.

Article 51. State supervision of the subsurface protection.

1. The task of the state supervision of the subsurface protection shall consist in providing for the
supervision of compliance by executive bodies and subsurface users with legislation concerning the
subsurface and the established procedure for the subsurface utilization.

2. The powers of the state Supervision of the subsurface protection shall be defined in regulations
established by legislation.



Acrticle 52. Protection of parts of subsurface which represent special ecological scientific cultural or any
other value.

1. Rare geological outcrops, mineral formations, paleontological and archeological items and other
subsurface parts which represent special scientific, cultural or any other value, shall be declared specialy
protected natural territories.

2. In the case of finding rare geological and mineral formations, meteorites, crates, paleontological,
archeological and other items which have significance for science and culture. Subsurface users shall be
obliged to suspend work in the relevand terrain and to notify of that the Authorised body.

3. Referring parts of subsurface to specially protected natural territories shall be carried out in
accordance with the procedure established by legislation Concerning the protection of the natural
environment.

Article 53. The terms for development of areas of useful mineral deposit

1. Designing and construction of populated areas, industrial compounds and other business facilities
shall be allowed only after receiving of appraisal from the authorised bodies for subsurface utilization and
protection concrning the absense or insignificance of useful minerals in subsurface undernearth the plot
prior intended development.

2. Development of areas where useful minerals occur as well as placement in of their occurance of
underground facilities shall be allowed with the permission of subsurface utilization and protection
mining supervision authorities provided possibility is ensured for recovery of useful minerals or economic
expendience of the development is proved.

3. An authorised development areas where useful minerals occur shall be terminated without
compensation of incurred costs and expenditures on re-cultivation of the contract territory and
dismantling of the erected facilities.

CHAPTER 7. Public and personnal safety
Article 57. Providing for subsurface and conditions which are safe to the public and personnel.

1. A subsurface user must provide the compliance with the rules and regulations for safety of
operations which are stipulated in legislation as well as to undertake efforts to prevent and eliminate
accidents, casualties and occupational diseases.

2. It shall be prohibited to carry out subsurface utilization operation if it represent a hazard for lives
and health of people.

3. The state supervision in compliance with the rules and regulations with technical safety and
industrial sanitation subsurface utilization shall be carried out the specifically authorised executive body.
4. The following shall be the principal requirements relating to ensuring for the safe operations in
subsurface utilization:

- admitting to operations persons who have special training qualifications and to managing of minute
operations of thepersons who have appropriate special education;

- supplying to the persons engaged in mining and drilling operations special clothes and means of
individual and collective protection;

- use of machinery equipment and materials which meet the requirements of safety and sanitary
regulations;

- accounting for and proper storage and utilization of explosive substances and explosives as well as
accurate and safe use thereof;



- performance of a set of geological, mining survey and other observations which are required and
sufficient to support the technological cycle of operations and for predicting emergency situations, timely
identification and putting of risk zones on mining operations maps;

- systematic monitoring of condition of mining atmospere, contents in it of oxygen, harmful and explosive
gases and dusts;

- timely update of technical documentation and accident elimination plans with information specifying the
boundaries of safe operation zones;

- compliance with designed systems for development of deposits and solid useful minerals, plans and
technological schemes for development and urbanisation of oil, gas and underground water deposits.

5. In the event that an immediate threat emerges to lives and health of the population emerges in a
subsurface utilization zone, the managers of the relevant organisations shall be obliged to immediately
inform of that the local executive bodies.

7. Users of subsurface shall receive services, from rescue departments in accordance with
regulations approved by the Government of the RK.

CHAPTER 8. The state subsurface stock

Acrticle 55. Accounting for the status of the state subsurface stock

1. The state subsurface stock shall comprise the subsurface of the RK.
2. The following shall be carried out in order to provide for rational use of the state subsurface
stock:

- the state monitoring of the subsurface;

- the state expert evaluation of the subsurface;

- the state storage of geological information (Article 69 of this Edict)

- maintanance of the state cadastres;

- of deposits and occurances of useful minerals;

- of burials of harmful substances, radioactive waste and discharge of sewage in the subsurface;

- of technogenic minerals formations.

3. Geological reporting on the status of the subsurface which is based on materials of primary
accounting shall be submitted by subsurface users in accordance with the special-purpose pro-forma
approved by the Government of the RK.

Article 56. State monitoring of the subsurface
1. State monitoring of the subsurface shall represent a system of observation of the subsurface

status, in order to provide for the rational utilization of the state subsurface stock and for timely
identification of its changes, assesment, prevention and elimination of consequenses of negative

processes.
2. The state monitoring of the subsurface shall be financed out of the state budget;
3. The structure, maintanance and the procedure for the exercise of the state monitoring of the

subsurface shall be established by the Government of the RK.
Article 57. State Expert Evaluation of Subsurface

1. For the purposes of creating conditions for the rational and intergrated use of the subsurface,
defining of payments for subsurface utilization, boundaries of subsurface allotments which are granted for
utilization, reserves of useful minerals proved deposits, shall be subject to state expert evaluation.

2. Granting of the right to subsurface utilization shall only be allowed after performance of the state
expert evaluation of reserves of useful minerals. The appraisal of the state experts on the economic



feasibility of development of proves reserves of useful mineral shall be the on basis for thei state
registration.

3. The State expert evaluation may be carried out at any stage of the geological study of a Deposit,
provided that geological materials which are submitted for the State expert evaluation allow to perform an
objective appraisal of quantity and quality of reserves of Useful Minerals, their significance for the
economy of the Republic, mining, hydrogeological, ecological and other terms of production.

4. Also geological information concerning the Subsurface Allotments which are suitable for
Construction and operation of underground facilities not associated with production shall be subject to
State expert evaluation. Granting of such Subsurface Allotments for utilization shall only be allowed
after performing the State expert evaluation of geological information.

5. The State expert evaluation of Subsurface shall be carried out by the specifically authorized
executive body, in accordance with the procedure established by the Government of the Republic of
Kazakstan.

Article 58. The State Balance Sheet of Reserves of Useful Minerals

1. The State balance sheet of reserves of useful Minerals shall be maintained by the Authorized
Body for Subsurface Utilization and protection of subsurface for the purposes of accounting for the
purposes of accounting for the status of the mineral and raw material base of the Republic of Kazakstan.
2. The State Balance sheet of reserves of useful Minerals must contain information concerning the
quantity, quality and degree of familiarity of reserves of each type of useful minerals by Commercial
Discoveries, on their location, degree of commercial use, Production, losses and concerning the
availability to the industry of proved reserves of useful Minerals.

3. The procedure for inclusion of reserves of useful Minerals into the State Balance Sheet shall be
established by the Government of the Republic of Kazakstan.

Article 59. The State Cadastre of Deposits and Occurrences of Useful Minerals

1. The State Cadastre of Deposits and occurrence of Useful Minerals shall be maintained by the
Authorized Body for Subsurface Utilization and Protection for the purposes of providing for elaboration
of the national and regional programmes for geological exploration of the Subsurface integrated use of
deposits and also for economic purposes.

2. The State Cadastre of Deposits and occurrences of useful minerals includes information on each
Deposit feature and quantity and quality of the main Useful minerals and those accompanying them any
components included therein, ...... hydrogeological, ecological and other conditions of deposit
development and geological and economic appraisal as well as information concerning identified
occurrence of Useful Minerals.

3. The procedure for maintenance of the state Cadastre of Deposits occurrences of Useful Minerals
shall be established by the Government of the Republic of Kazakstan.

Article 60. The State Cadastre of Burial of Harmful Substances, Radioactive Waste and Discharges
of Sewage Water into the Subsurface

1. The State Cadastre for Burial Harmful Substances, radioactive waste and discharge of sewage
water into the Subsurface shall be maintained by the authorized Body Subsurface Utilization and
Protection for purposes providing for protection of Subsurface and the natural environment, safety of the
population.

2. The State Cadastre for burial harmful substances, radioactive waste and discharge of sewage
water into the Subsurface shall contain information featuring the type and form of buried substances and



discharge waters with indication of their quantity and quality parameters, mining special engineering,
geological, hydrogeological and ecological conditions of the burial and discharge.

3. The procedure for the maintenance of the State Cadastre for burial of harmful substances,
radioactive waste and discharge sewage water into the subsurface shall be established by the Government
of the Republic of Kazakstan.

Article 61. The State Cadastre for Technogenic Mineral Formations

1. The State Cadastre of technogenic mineral formations shall be maintained by the Authorized
Body for Subsurface Utilization and Protection of Subsurface for the purposes of the rational use of the
Subsurface and the protection of the natural environment.

2. The State Cadastre of technogenic mineral formations shall contain the information concerning
stored items, featuring the type and form of technogenic mineral formations with the indication of their
quantity and quality parameters, mining and ecological conditions of storage.

3. The procedure for the maintenance of the State Cadastre for Technogenic Mineral Formations
shall be established by the government of the Republic of Kazakstan.

CHAPTER 9. LEGAL TERMS
Article 62. The Rights of Subsurface users
Subsurface Users shall have the following rights:
1) to independently commit any legitimate acts relating to Subsurface utilization within the bounds

of the Contract Territory granted to them and in accordance with the provisions set forth in the License
and the Contract.

2) to use at their discretion the results of their activities, including Mineral Raw Materials, unless
otherwise stipulated in the Contract;
3) to build in the Contact Territory and where necessary in other land plots which are granted to the

Subsurface User in accordance with the established procedure, production and social sphere facilities
which are required for performance of work and also by agreement, to use the facilities and
communications of common use both in the Contract Territory and beyond its boundaries;

4) in a priority procedure, to carry out negotiations to extend the validity of the Contract in excess of
the deadlines established in acceptance with Article 43 of this Edict;

5) to hire sub-contractors to perform certain types of work associated with performance of
Subsurface Utilization operations;

6) to assign all or part or their rights to any other entities in compliance with the provisions set forth
by the Edict;

7) to terminate their activities on the terms defined by this edict and the Contract;

8) to exercise any other rights stipulated in this Edict and other legislation, the license and/or
Contract.

Article 63. The Obligations of Subsurface Users

1. Subsurface Users shall be obliged as follows:

1) to select most efficient methods and technologies for performance of Subsurface Utilization
Operations, based on standards acceptable for international practice;

2) to use the Contract Territory only for the purposes stipulated in the License and the Contract;
3) to begin Exploration or Production not later than two years from the date of the License issue,

unless any other deadlines are stipulated in the License;



4) to carry out Subsurface Utilization Operations in strict compliance with the legislation of the
Republic of Kazakstan;

5) comply with technological schedules and plans relating to Subsurface Utilization Operations as
approved in accordance with the established procedure which provide for the safety of personnel and the
public.

6) not to impede free movements of any other persons within the boundaries of the Contract
Territory, use of facilities and communications of common use and to carry out any other types of work,
including Exploration and production of any other natural resources, unless it is associated with special
conditions of safety nor do those activities interfere with the performance of Subsurface Utilization
Operations;

7) to give priority to equipment, materials and finished goods manufactured in the Republic of
Kazakstan, provided they are competitive with regard to ecological and technical parameters, prices,
operating parameters and terms of supply;

8) to give priority to Kazakhstani organizations in respect of services when performing Subsurface
Utilization Operations, including use of air, railway, water and other types of transport, provided those
services are competitive, efficient and quality;

9) when performing Subsurface Utilization Operations, to give preference to Kazakhstani personnel;
10) to submit to the Authorized Body the programme of Operations as well as full information on the
process of its implementation;

11) unreservedly to submit required documents, information and provide access to operation sites to
the supervisory bodies of the Republic of Kazakstan when they exercise their service functions and to
timely eliminate the violations identified by them;

12) to submit geological reports upon the results of activities in the Contract Territory to the
Authorized Body for Subsurface Utilization and protection;

13) to timely pay taxes and other compulsory payments;

14) to disclose information concerning the essence of Operations to third parties where such necessity
emerges, only with the common consent of the parties, unless otherwise stipulated in the Contract;

of the date of the regulation.
Article 69. The Right off Ownership to Information Concerning Subsurface

1. Information concerning geological structure of the Subsurface and Useful Minerals contained
therein, on geological parameters of Deposits, the size of reserves, conditions of development and any
other features of the Subsurface, which is contained in geological reports, maps and other materials, shall
be the State property if it is obtained at the expense of the Budget appropriations of the Republic and it
shall be property of the Subsurface User if it is obtained at the expense of the Subsurface User’s owned
resources.

2. Irrespective of the source of finance, geological and any other information concerning the
Subsurface shall be submitted for storage, systematizing and generalizing to the Authorized Body for
Subsurface Utilization and Protection in an obligatory procedure free of any charge and in accordance
with the established standard.

3. The procedure for use in education , scientific, commercial and any other purposes of
geological information concerning the subsurface , which is in the State ownership, shall be defined by
the Government of the Republic of Kazakstan.

4. The procedure for use in educational, scientific, commercial or any other purposes of
geological information received at the expense of a Subsurface User in accordance with paragraph 2 of
this Article to the Authorized Body for Subsurface Utilization and Protection, shall be defined in the
agreement of the information owner and the Authorized Body for Utilization and Protection of the
Subsurface.



This agreement shall also define the period of confidentiality of the entire geological information
or its part as well as the possibility and the terms for the transfer of geological information during the
period of the Contract validity out of the ownership of the Subsurface User into the ownership of the RK.

5. When validity of a Contract ceases, all geological information shall become the property of the
State. The Subsurface User shall be obliged to submit to the authorized body for Subsurface Utilization
and Protection free of any charge all documents and any other material carets of geological information.

Avrticle 70. Supervision of Compliance of Subsurface Users With the Terms of the Contract
and License

When a Subsurface User unreasonably violates the deadlines for beginning of Exploration or
Production which are established in sub-paragraph 3 of paragragh 1 of Article 63 of this Edict, or carriers
out Production at a level which is inadequate to the geological potential of the Deposit, the Licensing
body in its written notice may indicate to the Subsurface User at the necessity to begin to perform
Exploration or Production or to adopt within certain period of such remedies which will ensure
production in the volumes based on the Goods Practice of Deposit Development.

In the case of a failure to comply with the requirements of the notice within the established
period, the Licensing body shall have the right to revoke the License in accordance with Article 40 of the
Edict.

Article 71. The Guarantees of Subsurface Users Rights

Subsurface Users shall be guaranteed the protection of their rights in accordance with legislation.
Amendments and additions to legislation, which deteriorate the position of Subsurface Users shall not
Apply to the Licenses and Contracts which were issued and concluded prior to such amendments and
additions.

Article 72. The Ownership Over Technogenic Mineral Formations

Technogenic mineral formations, which were stored before the 30th of May, 1992 or entered into
the State Stock of Mineral Resources prior to this Edict entering into force, shall be the State property.

Avrticle 73. The Procedure for Application of this Edict

1. This Edict shall apply to relations relating to use of Subsurface and other legal relations which
emerge after its entering into force. In respect of Subsurface relations and other legal relations which
arose prior to those rights and obligations which emerged after its entry into force.

2. Those Licenses which were issued and the Contracts which were entered prior to this Edict
entering into force, as well as all the acts of the executive bodies of the RK which are associated with
those (Licenses and Contracts), shall retain their validity.

3. The Subsurface Users which occupied Contract Territories prior to this Edict entering into
force, shall be granted Exploration and/or Production Licenses, as a rule, on the basis of negotiations.

Article 74. Application of Legislation in Relation to this Edict Entering Into Force

The regulatory legal acts to regulate Subsurface relations, which are adopted prior to this Edict
entering into force, shall apply inasmuch as they do not contradict this Edict.

Article 75. The Procedure for this Edict Entering into Force



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

Avrticle 76. Efforts to Implement This Edict

1. The following shall be recognized as invalid from the date of this Edict entering into force:

The Code of the RK “Concerning the Subsurface and Processing of Mineral Raw materials”,
dated may 30, 1992 (Bulletin of the Supreme Soviet of the RK, 1992, #9, 1.248; 1995, #24);

Decree oft the Supreme Soviet of the RK, dated May 30, 1992 “Concerning the procedure for
Implementation of the Code of the RK Concerning Subsurface and Processing of Mineral Raw Materials”
(Bulletin of the Supreme Soviet of the RK, 1992, #9, 1.248);

- paragraph 1 of Edict #1637 of the President of the RK Having Authority of Law, dated April 5,
1994 “Concerning Additional Measures to Regulate the Utilization of the Subsurface for Geological
Exploration and Production of Useful Mineral Raw Materials” (CAPG of the RK, 1994, #16, 1.152).

2. For the purposes of implementing Edict Having Authority of Law of the President of the RK
“Concerning the Subsurface and Its Utilization” the Government of the RK shall:

1) before the 1st of July, 1996:

elaborate proposals to bring legislation of the RK into conformity with Edict Having Authority of
Law of the president of the RK “Concerning the Subsurface and Its Utilization”;

bring the decisions of the Government of the RK into conformity with edict Having Authority of
Law of the President of the RK Law “Concerning the Subsurface Its Utilization”;

provide for revision and abolition by the State bodies of their regulatory acts which contradict
Edict Having Authority of Law of the President of the RK Law “Concerning the Subsurface Its
Utilization”;

2) elaborate and approve before the 1st of July of 1996:

Regulations Concerning the Procedure for Conclusion of Contracts On performance of
Subsurface Utilization Operations;

Regulations Concerning the Procedure for Licensing of Subsurface Users;

Regulations Concerning the State Codastre of the Subsurface;

Regulations Concerning Geological Information;

Model Contracts on Subsurface Utilization Operations.

President of the RK N. Nazarbaev

EDICT # 2823
HAVING AUTHORITY OF LAW
OF THE PRESIDENT OF THE RK

CONCERNING SPECIAL ECONOMIC
ZONES IN THE RK

The 26 th of January, 1996
In accordance with Article 1 of the Law of the RK, dated December 10, 1993 “Concerning the

Temporary Delegation of Additional Powers to the president of the RK and the Heads of Local
Administrations”, | issue this Edict:



CHAPTER 1. GENERAL PROVISIONS
Avrticle 1. Relations Regulated by this Edict
The Edict shall define general legal fundamentals for organizing special economic zones in the

RK, regulate relations of the authorities of special economic zones with the State bodies of the RK as well
as with business entities which carry out activities in its territory.



