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INTRODUCTION

Introduction
The Energy Charter Treaty (ECT) and the Energy Charter Protocol on Energy Efficiency and 
Related Environmental Aspects (PEEREA) were signed in December 1994 and came into force 
in April 1998. To date, the ECT has been signed or acceded to by 51 states, the European 
Community and the European Atomic Energy Community (Euratom). (Therefore, the total 
number of its members is 53.)

 The ECT was developed on the basis of the 1991 Energy Charter. Whereas the latter document 
was drawn up as a declaration of political intent to promote energy cooperation, the ECT is a 
legally-binding multilateral instrument.

The Kazakhstan Republic (RK) was one of the first countries to sign and ratify the ECT as was 
the PEEREA by the respective Presidential Decree No. 2537, 18 October 1995.

The goal of the ECT is to establish a legal framework in order to promote long-term cooperation 
in the energy field. This target is based on complementarities and mutual benefits, in 
accordance with the objectives and principles of the Energy Charter through development of 
a stable, comprehensive and non-discriminatory legal framework for cross-border relations in 
the energy sector.

In fulfillment of its commitments under the Energy Charter Process, Kazakhstan presents a 
report on the investment climate and market structure (ICMS). The report covers the period 
2006–2012 and is based on the latest publicly available data for Kazakhstan.

Undertaken on a peer review basis, this report allows member states to share information 
and work together. The report contains updated information on development of the national 
economy; basic statistics on foreign direct investments (FDI); in-depth analysis of the legal 
framework; and review of the ICMS in the energy sector of Kazakhstan.

The report was prepared by the Energy Charter Secretariat in close cooperation with JSC 
National Company KazMunayGas.





POLICY CONCLUSIONS ADOPTED BY 
 THE ENERGY CHARTER CONFERENCE
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THE CHARTER CONFERENCE
On having heard the report from the Investment Group of the Energy Charter with respect to 
the report on ICMS from Kazakhstan, it was noted: 

a)  That the review has shown Kazakhstan honours its commitments under the ECT and 
has undertaken broad reforms and investment policy measures towards improving legal 
frameworks for investors; 

b)  “In particular, with respect to:

 (i) Kazakhstan1

	 •		Took	 note	 with	 satisfaction	 that	 Kazakhstan	 has	 significantly	 improved	 the	 business	
climate over the last years which resulted in significant inflow of FDI. The government of 
Kazakhstan may consider to take the following steps to further improve the investment 
climate:

	  simplify procedures on construction permits;

	   improve the quality of trade-related institutions and streamlining procedures for 
complying with the local content requirements in the energy sector.

	 •		Took	note	 that	Kazakhstan	has	 significantly	 improved	network	of	oil	 and	gas	pipelines	
throughout the region to promote international trade and cooperation in the energy 
sector. Increasing capacity of existing pipelines and construction of new infrastructures 
and ensure an adequate framework with third countries and companies for export of oil; 
and natural gas is important factor in increasing the security of local, regional and global 
energy markets;

	 •		Emphasized	 that	 Kazakhstan	 has	 adopted	 a	 number	 of	 development	 programs	 of	
individual industries of the energy sector. It is advised to consider preparation of a national 
energy strategy for a long-term energy complex development. The energy strategy should 
not replace the programs but set clear priorities and guidelines to be consistent with the 
adopted programs;

 o  Invited the government of Kazakhstan to ratify the ECT Trade Amendment. Its ratification 
would allow the country to familiarize itself with the practices and disciplines that WTO 
(World Trade Organization) membership entails, through application of its rules ‘by 
reference’ to trade in energy materials and products and energy-related equipment;

	 •		Underlined	that	taking	into	account	the	large	scale	and	importance	of	the	energy	sector	in	
the overall economy, it is advised to consider establishment of an independent regulatory 
agency for the energy sector. A key objective of the regulator would be to facilitate further 
reforms aimed at the establishment of competitive, efficient, transparent and sustainable 
energy market that works in the public interest;

	 •		Draw	attention	that	in	order	to	attract	private	investors,	the	authorities	shall	reduce	state	
interference in business processes and continue improving corporate governance in 
state-owned enterprises;

1 Adopted at 23rd meeting of the Energy Charter Conference, 26 November in Warsaw, Poland
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	 •		Recommended	 to	 continue	 strengthening	 market-oriented	 energy	 policies	 and	 a	
predictable and transparent framework, implying liberalization, introduction of power 
capacity market and application of full cost recovery tariffs;

	 •		Draw	attention	that	new	round	of	privatization	through	the	People’s	IPO	program	has	a	
high potential to positively contribute to the improved competition, transparency and 
sustainability of the Kazakh economy and the energy sector;

	 •		Draw	attention	that	reducing	energy	intensity	constitutes	another	key	priority.	This	requires	
technological modernization, reinforcement of consumption monitoring, education and 
public awareness regarding energy efficiency programs, appropriate tariff policies and 
further commercialization of utilities; 

	 •		Noted	that	at	present	 the	market	 for	 investing	 in	RES	does	not	seem	favorable	due	to	
low tariffs and lack of incentives. Taking into account that the electricity sector is heavily 
dependent on coal and international commitments of Kazakhstan related to mitigation 
of climate change, the government shall further promote development of renewable 
energy sources and facilitate implementation of an energy efficiency program. To enable 
investment in renewable energy, a comprehensive legislative and regulatory framework 
needs to be developed that includes feed-in tariffs and connection charges, as well as 
reducing administrative barriers, mainly creating adequate licensing projects and easier 
procedures for small projects”.





SUMMARY OF THE MAIN FINDINGS  
OF THE SECRETARIAT2
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Investment climate and legislation
Kazakhstan has made considerable progress towards the establishment of a market economy 
and the provision of an attractive climate for foreign investment. During the decade, Kazakhstan 
has ranked among the countries attracting the most investment per capita globally. In 
2010, the hydrocarbon sector accounted for almost 30% of gross domestic product (GDP), 
contributed to roughly half of GDP growth, and hydrocarbon exports amounted to over 60% 
of total exports. The authorities have announced plans to diversify the economy away from 
hydrocarbon industries and concentrate on the promotion of innovation and productivity. A 
Customs Union (CU) between Kazakhstan, Russia and Belarus was established on 1 January 
2010. The CU marked a major change in the path of regional integration with important 
implications for Kazakhstan. Kazakhstan is also actively pursuing accession to the WTO.

Macroeconomic stability and growth potential contribute to investors’ confidence. Despite the 
global financial crisis resulting in a noticeable slowdown, the Kazakh economy bounced back 
relatively quickly, growing by 7.5% in 2011. In 2008–2009, during a severe economic crisis, 
Kazakhstan still managed to attract $39.3 billion in foreign direct investment. As of June 2012, 
foreign investors had invested a total of $150 billion in Kazakhstan, primarily in the oil and gas 
sector. 

Kazakhstan has developed a comprehensive legislation groundwork to promote foreign 
investment including: (a) Law on Investments; (b) Customs Code and the Customs Code of the 
CUs; (c) the tax code; and (d) the Law on Government Procurement. These laws provide for non-
expropriation, currency convertibility, guarantees of legal stability, transparent government 
procurement, and incentives for priority sectors.

The Law on Investments established a single investment regime for domestic and foreign 
investors and provides, inter alia, national treatment and non-discrimination for foreign 
investors. It guarantees the stability of existing contracts; the requirement that new contracts 
be subject to amendments in domestic legislation; and the recognition of certain provisions 
of international treaties, and the establishment of domestic laws that deal with “national and 
ecological security, health, and ethics”.

It shall be noted that the government strongly encourages local communication in the spheres 
of goods and services with an overall objective to develop different sectors of the national 
economy. The Local Content Law requires companies to impose a minimum percentage of 
local content in contracts. The law allows the State to revoke the subsoil-production rights 
of companies that do not meet local content requirements during a project’s exploration 
phase. In the context of this review, some investors noted a strong desire to comply with 
the legislation, but some companies have faced difficulties related to implementation of local 
content requirements. Another important legislation is the Law on Subsoil and Subsoil Use, 
which contains explicit requirements regarding the local purchase of goods and services for 
all investments in offshore oil and gas exploration and production. 

The Law on Subsoil and Subsoil Use reaffirms the State's preemptive right to participate in 
equity transactions involving subsurface user rights in oil and gas and/or mining operations, 
including, but not limited to, the purchase of shares in new exploration and production projects. 

2 These findings were submitted by the Energy Charter Secretariat to the regular session of the Investment Group, 25 September 2012.
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The State authorities consider that the Subsoil Law establishes transparent procedures for 
state and private companies to exercise subsurface rights, and clearly defines when the State 
can exercise its priority right.

In Kazakhstan, foreign and domestic private entities have the right to establish and own 
business enterprises, buy and sell business interests, and to engage in all forms of remunerative 
activity. Kazakhstan has an open economy where all business sectors are free to participate, 
as are foreign investors with some limitations. The review found that Kazakhstan’s legislation 
contains two exceptions to the principle of non-discriminatory treatment in relation to land 
and privatization.

Access to land is the first exception. Foreign nationals and foreign legal entities may not hold in 
private property land designated for agricultural production, but may privately hold property 
land plots granted for construction or land with buildings. Foreigners may rent agricultural 
land for up to 10 years. Foreigners may also own agricultural land as either a Kazakhstani-
registered joint venture or as a full subsidiary.

The second exception relates to privatization. In accordance with the Law on State Property, 
foreign nationals, stateless persons, legal entities associated with non-residents and their affiliated 
entities are not admitted to auctions for strategic properties. The numerous auctions comprise 
oil transmission pipelines; gas transmission pipelines; national grid; refineries; generation 
installations with capacity of at least 50 MW; nuclear energy facilities, and other facilities. 

In this context it is important to note that the government has recently started a new round 
of privatization through the people’s initial public offering (IPO) Program. The program allows 
ordinary citizens to become shareholders or part-owners of large companies, and lawfully be 
engaged in the redistribution of national wealth. It is expected that growth in the number of 
minority shareholders shall increase the transparency of companies and the level of corporate 
governance in them. Within the first tier of the IPO related to the energy sector, the shares of 
KazTransOil have been offered on the domestic market. The second round of company shares 
will be offered to the public in 2013. It will include the stock of energy companies, such as 
Kazakhstan Electricity Grid Operating Company (KEGOC), KazTransGas, Kazmortransflot and 
Samruk-Energo. The third round of IPO will include KazMunaiGas and Kazatomprom in 2014. 
It is expected that the state assets of US $500 million are to be acquired by pension funds and 
from the citizens of Kazakhstan.

The authorities are developing plans to accelerate tariff reform in regulated industries. 
Improving tariff methodologies and regulation is crucial for attracting new investment 
in energy, infrastructure and utilities, possibly through public-private partnerships (PPPs). 
Promoting the efficient use of energy will also be easier when tariffs are cost-reflective and 
environmental costs are included in the tariff rates.

As a continued effort to further improve the investment climate, the government established 
the Investment Committee under the Ministry of Industry and New Technologies. Another 
important and effectively functioning organization is Foreign Investors’ Council (FIC) of 
Kazakhstan that has already conducted 25 sessions in close cooperation with the state 
authorities. In the energy sector it is important to note the work of the "KAZENERGY", which 
is the Association of Oil/Gas and Energy Sector Organizations of Kazakhstan. Among many 
important responsibilities, the KAZENERGY assists the government in formation of favorable 
conditions for dynamic and sustainable development of fuel and for sources of energy.
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According to the World Bank assessment in its report Doing Business 2012, Kazakhstan is 
ranked 47 out of 183 economies in terms of the overall ease of doing business evaluation. 
The government shall continue the reforms in order to make further progress in order to 
develop a more competitive economy and attract investors. For example, in obtaining 
electricity connection the country is ranked 86, issuing construction permits is ranked 147 and 
the capacity for trading across borders is ranked 176. Further streamlining of administrative 
procedures is required, where particular attention should be given to streamlining procedures 
on permits for construction and improving conditions for trading across borders.

Energy market 
Kazakhstan has abundant natural resources. The country has enough coal to supply its energy 
needs for the next 150 years, has the world’s largest deposits of uranium, substantial quantities 
of natural gas, coal deposits and petroleum deposits.

Although Kazakhstan has more than enough energy resources, its level of energy efficiency 
needs to be improved. The energy intensity of the national economy is high for various reasons, 
including a high share of the energy intensity economy and usage of outdated technologies 
and equipment. Kazakhstan’s total primary energy supply divided by (TPES/GDP), an indicator 
used by the international energy agency (IEA), is 1.84; in the same class as in Russia (1.65), but 
many times higher than in Western Europe (0.17). Currently, most of the industrial companies 
of Kazakhstan are privatized and owned by local and foreign companies. Energy intensity could 
be reduced by introducing new technologies in energy intensive industries and by promoting 
energy service companies. 

The government is determined that the impact of the rapid economic growth will make 
workplaces more environmentally friendly. Among key priorities are promotion of low-carbon 
techniques, greater energy saving and various measures to reduce environmental impact in the 
hydrocarbon sector. These objectives require measures to attract private investment through 
appropriate legislation and incentives. Two important measures are being implemented to 
reduce gas flaring: A ban on petroleum gas burning during oil production operations and 
the precondition that oil producers have to develop and implement associated gas recovery 
programs.

It is important to note that Kazakhstan participates in the extractive industries transparency 
initiative (EITI) and has the status of a Candidate country. A full compliance with the EITI 
would result in an improved investment climate by providing a clear signal to investors and 
international financial institutions that the government is committed to greater transparency.

Electricity sector
Kazakhstan has advanced greatly in power sector reforms: The vertically integrated 
monopolistic sector has been unbundled and most of the generation plants and regional 
distribution companies privatized, and a competitive wholesale market developed, with a 
modern grid code. A number of foreign companies entered the power sector of Kazakhstan 
but with mixed success. For some years, a number of companies continued operations, while 
others had to leave the market. 

At present around 87% of Kazakhstan’s electricity comes from coal-powered plants and 13% 
from hydroelectric sources. Natural gas could be an alternative fuel to generate electricity, 
but the state authorities do not consider this option owing to economic considerations. 
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Kazakhstan has abundant coal reserves and in absolute terms the cost of coal on the local 
markets is eight to 10 times lower than that of natural gas. 

At present, the State maintains its monopoly over the power transmission systems through 
KEGOC. Establishment of the regional joint-stock companies meant that market elements 
could be introduced to the country’s wholesale electricity market. 

For several years Kazakhstan has seen increasing its demand for electricity, while generation 
companies could not make sufficient investments in new power plants. According to 
Kazakhstan’s Ministry of Industry and New Technologies, electricity consumption is set to 
reach 100.5bn kWh by 2015. In order to attract more investment to the generation sector 
the government has recently introduced amendments to the legislation; thereby creating a 
wholesale capacity market mechanism and capped-tariffs with investment components.

Renewable energy sources (RES) development are still relatively new (less than 1% capacity), 
but available RES potential in the country is very significant. Analysis shows that RES 
development in Kazakhstan is restrained by several factors among which most critical is lack 
of the regulatory and legal framework and absence of a stimulating policy. Other important 
factors may include lack of financing of scientific research and the high capital requirements 
to implement RES Projects.

Oil and natural gas sectors
In the Kazakhstan Republic, the total forecast of exploitable hydrocarbon resources is 
estimated at 17 billion tons, out of which 8 billion tons are located in the Kazakh sector of the 
Caspian Sea. In terms of proven reserves of oil, Kazakhstan is within the top 15 countries of the 
world. Kazakhstan has significant reserves of hydrocarbons, which are estimated as 3.3% of the 
world’s reserves. 

In the past two decades, Kazakhstan has developed into a world-class oil producer. In 2011, 
Kazakhstan produced 80.1 Mt of oil and gas condensate, tripling its pre-independence levels. 
Oil and gas condensate exports were 71 Mt in 2011. Gross gas production has increased more 
than five times to near 40 billion cubic meters in 2011. Kazakhstan has an open door policy 
in the hydrocarbon production sector. A great number of multinational and national energy 
companies from around the world participate in the exploration, production, service and other 
activities of the energy sector of Kazakhstan. 

Industry analysts believe that planned expansion of oil production, and the development and 
expansion of new oil fields will enable the country to produce 2 million barrels per day by 
2015, taking the country into the world’s top 10 oil producers.

Kazakhstan’s geographic location means that the pipeline infrastructure through neighboring 
countries has played an important role in the capitalization of Kazakhstan’s hydrocarbon 
resources, allowing it to reach international markets. For 20 years, Kazakhstan has made 
remarkable progress in building a new infrastructure in order to connect previously isolated 
parts of the country and to pioneer new export routes.

SUMMARY OF THE MAIN FINDINGS OF THE SECRETARIAT
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Country information: population, climate 
Kazakhstan is situated in Central Asia, in the middle of the Eurasian continent. Kazakhstan’s 
territory is 2,724,900 sq. km. Kazakhstan takes the ninth place in the world by its territory after 
Russia, China, USA, Argentina, Brazil, Canada, India and Australia, and second place among 
commonwealth of independent states (CIS) countries. Kazakhstan’s territory is larger than 12 
member countries of the European Union.

Kazakhstan has borders with China – 1,782 km, Kyrgyzstan – 1,241 km, Turkmenistan – 426 km, 
Uzbekistan – 2,354 km, and the Russian Federation – 7,591 km, Caspian Sea – 600 km. The total 
length of borders is more than 13 thousand km3.

3 Statistical yearbook Kazakhstan in 2011, www.stat.kz

Figure 1: Map of the Republic of Kazakhstan

Source: www.cia.gov
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The territory of the Republic stretches on from the low reaches of the Volga in the west to 
the foothills of the Altai mountains in the east – for some 3,000 km (a distance that spans two 
time-zones) – from the West Siberian lowland in the north to the desert of Kyzylkum and the 
mountain range of Tien Shan in the south for some 2,000 km.

The north most point in Kazakhstan – 55'26'' NL – corresponds to the southern latitude of 
the central part of the east-European plain and to the southern part of the British Isles (the 
latitude of Moscow). As to the south most point – 40'56'' NL – it corresponds to latitudes 
of Transcaucasia and Mediterranean countries of Southern Europe (the latitude of Madrid, 
Istanbul and Baku).

Kazakhstan has significant oil and gas resources concentrated mainly in the west of the 
country, designating it as one of the major oil producers of the world. According to proven 
oil deposits, Kazakhstan is among the top 15 countries. The country holds 3% of global 
oil reserves, and ranks 14th in the world and fourth in CIS after Russia, Turkmenistan and 
Uzbekistan. Geographically, 98% of all gas reserves are located in the Mangystau, Atyrau, west 
Kazakhstan and Aktobe regions.

Kazakhstan is among the world's top 10 coal-rich countries. Most of the coal deposits are 
concentrated in the Central (Karaganda and Ekibastuz coal basins) and northern Kazakhstan 
(Turgayskiy coal basin). Today, the coal-producing sector of the country covers demand for 
electricity generation (over 70%); as are other by-products such as coke. Kazakhstan ranks 
second in uranium reserves.

Kazakhstan is rich in mineral resources. Out of 105 elements in Mendeleyev’s periodical table 
99 were found in Kazakhstan, depositories of 70 were investigated, and industrial extraction of 
60 elements is being performed.

At present, 493 deposits have been identified containing 1,225 types of minerals. Kazakhstan 
has the world's largest known deposits of zinc, wolfram, barium sulphate; the second 
largest deposits of silver, lead and chromites; the third of copper and fluorite; the fourth of 
molybdenum; and the sixth of gold.

The remoteness of the country from oceans and the size of its territory determine its climatic 
conditions. The country's climate is distinctly continental. Average temperatures in January 
range from 19o to -4o C, and in July from +19o to 26o C. The lowest temperature in winter is 
-45o C, and the highest in summer reaches +30o C.

There are 8,500 large and small rivers in Kazakhstan. The length of seven rivers is more than 
1,000 km. The longest rivers are the Ural and Emba flowing into the Caspian Sea; Syr-Darya 
flows into the Aral Sea; the Irtysh, Ishim, and Tobol cross the Republic and flow into the Arctic 
Ocean. Kazakhstan has 48,000 large and small lakes: The largest are the Aral Sea, Balkhash, 
Zaisan, Alakol, Tengiz, Selentengiz. Kazakhstan owns the greater part of the northern and a half 
of the eastern coast of the Caspian Sea – the largest lake on Earth. The zone of seacoast of the 
Caspian Sea in Kazakhstan is 2,340 km.

Twenty-six percent of Kazakhstan’s territory consists of steppes. 167 million hectares – deserts 
(44%) and semideserts (14%), forests – 21 million hectares. The flora and fauna include 155 
species of mammals, 480 species of birds; 150 species of fish and about 250 species of 
medicinal plants, including the very rare santonica flower that grows nowhere else but in the 
south of Kazakhstan



28

Investment Climate and Market Structure Review in the Energy Sector of Kazakhstan | 2013

On 16 December 1991, Kazakhstan gained independence after the disintegration of the USSR. 
Starting from 10 December 1997, the capital of Kazakhstan is the city Astana (population - 
697,000 people). Almaty, the former capital of Kazakhstan, is the largest city located in the 
south of the country.

Cities of national importance are Astana and Almaty. Kazakhstan has 14 regions (oblasts) 
and 86 cities, including 41 cities of republican and regional subordination, 175 districts, 35 
settlements, 34 settlement administrations and 2,468 "aul" (rural) administrations.

Form of government 
The Kazakhstan Republic is a unitary state with a presidential form of government. The unified 
state power of Kazakhstan includes legislative power exercised by the country’s Parliament; the 
executive power exercised by the government covers central bodies (ministries, departments 
and agencies) and local bodies (akims); and judicial power performed by state courts (Supreme 
Court and local courts).

Source: www.cia.gov, www. stat.kz

Official name: Republic of Kazakhstan

Head of state President: Nursultan Nazarbayev (since 1 December 1991)

Head of government Prime Minister: Serik Akhmetov (since 24 September 2012)

Legislative body Parliament of RK (bicameral Majilis and Senate)

Capital Astana

Major cities Astana, Almaty, Karaganda, Shymkent, Pavlodar, Oskemen

Territory 2,724,900 sq.km

Population 16.9 million people (as of 1 November 2012)

Active population More than 9.2 million people

Unemployment rate 5.2% (September 2012)

Official language
The official language of Kazakhstan is Kazakh. State organizations and local 
governmental bodies also use Russian.

Independence 16 December 1991 

Religions Islam - 47%, Russian orthodox church - 44%, Protestantism - 2%, others - 7% 

Nationalities
Kazakhs 63.1%, Russians 23.7%, Uzbeks 2.8%, Ukrainians 2.1%,  
Uygurs 1.4%, Tatars 1.3%, Germans 1.1%, Others 4.5%

Currency
Kazakhstan tenge KZT (1 KZT=0.005 EUR as of February 2012).  
Introduced on 15 November 1993

Time zone GMT +5 hours, GMT +6 hours

Exchange rate KZT 147.93 = 1 USD (6 March 2012)

Table 1: Basic facts
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Constitution
The first Constitution of independent Kazakhstan was adopted at the ninth Session of 
Kazakhstan Supreme Soviet Convention, 28 January 1993. The structure of the Constitution 
included a preamble, four sections, 21 Chapters and 131 Articles. The Constitution included 
most legal norms that had been adopted since Kazakhstan gained sovereignty: People’s 
sovereignty; independence of state; separation of powers; recognition of the Kazakh language 
as the official one; recognition of President as the Head of State, of Supreme, Constitutional 
and Supreme Arbitration Courts, etc. Parliamentary Republic model was taken as a basis for 
the Constitution of 1993.

The current Constitution of the Kazakhstan Republic was adopted, 30 August 1995 by the 
Republic-wide Referendum. This day is a public holiday – Kazakhstan’s Republic Constitution 
Day. In 1998 and 2007, important amendments were made to the Constitution, which re-
allocated the authorities of the President and the Parliament. Further amendments were made 
in 2011, which provided for the right of the President to appoint extraordinary presidential 
elections.

Adopted amendments to the Constitution are intended to strengthen the role of the 
Parliament and the role of political parties, develop local self-government, improve the 
judicial system, provide for interethnic consent and improve the status of the Assembly of 
Kazakhstan’s People, further develop civil society institutions and strengthen the system of 
protection for citizens’ rights and freedoms, as well as the powers and status of the President 
of RK. These amendments were supported by the need for further democratic development 
of Kazakhstan and socio-economic and socio-political reforms implemented during the 
years of independence. The adopted amendments were of special importance because they 
were intended not only to meet the current needs, but to provide for future development of 
Kazakhstan as an economically strong democratic state.

International treaties of Kazakhstan are an integral part of the legislative system (Article 4, p. 
1 of the Constitution). According to the Constitution (Article 4) international treaties ratified 
by the Republic shall have priority over its laws and be directly implemented except in cases 
when the application of an international treaty shall require the promulgation of a law. 

President 
The President of the Kazakhstan Republic is the head of State, and the highest official 
determining the main directions of domestic and foreign policy. The President, who represents 
Kazakhstan within the country and in international relations, ensures concerted functioning of 
all branches of state power and social responsibility of the institutions of power.

The President of the Republic is elected by citizens of the Republic being of full age, and by 
universal, equal and direct right under a secret ballot for a 5-year term in accordance with the 
constitutional law.

A citizen of the Republic at birth is eligible for the office of President of the Kazakhstan Republic 
if he/she is not less than 40 years of age; has a perfect command of the state language; and has 
lived in Kazakhstan for not longer than 15 years.

The President of the RK annually addresses the Kazakhstan People with a message on the 
state of the country and main directions of its domestic and foreign policy; appoints a Prime 
Minister of the Republic with the Parliament's consent. The President signs laws of the RK; 
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conducts negotiations and signs international treaties of the Republic; and exercises other 
powers in accordance with the Constitution and the laws of the Republic.

The first President of the RK (Nursultan Nazarbayev) has special status, established by the 
Constitution and the legislation of the country. Article 42(5) of the Kazakhstan Constitution 
sets forth that one and the same person may not be elected the President of the Republic 
more than twice in succession – the only exception being that for the first President. Article 
46(4) of the Kazakhstan Constitution provides for the special position of the first President of 
the RK, and his status and powers are established not only by the Constitution but also by 
special constitutional law.

Parliament 
The Parliament of the Kazakhstan Republic is the highest representative body of the Republic 
performing legislative functions. Parliament consists of two Chambers acting on a permanent 
basis: the Senate and the Majilis. 

The Senate is composed of deputies. Two deputies are elected from each oblast, major city 
and the capital of the Kazakhstan Republic. Fifteen deputies of the Senate shall be appointed 
by the President.

The Majilis consists of 107 deputies elected according to the procedure established by 
the Constitutional law. A deputy of Parliament may not be a member of both Chambers 
simultaneously. The term of the powers of Senate deputies is 6 years, that of the Majilis 
deputies is 5 years.

At the proposal of the President of the Kazakhstan Republic, Parliament introduces amendments 
and makes additions to the Constitution at joint or separate sessions of the Chambers in 
accordance with the Constitution; it adopts constitutional laws and approves the republican 
budget, and introduces changes into the budget. Parliament also establishes and annuls state 
taxes and fees; decides issues relating to State loans and the rendering of economic and other 
assistance by the Republic; ratifies and denounces international treaties of the Republic, and 
exercises other powers assigned to the Parliament by the Constitution.

The right of a legislative initiative belongs to the deputies of Parliament of the Kazakhstan 
Republic, the government of the Republic and shall be realized exclusively in the Majilis. 

Government 
The government implements the executive power of the Kazakhstan Republic, heads the 
system of executive bodies and exercises supervision of their activity. 

The government is a collegial body and in its entire activity is accountable to the President of 
the Republic, as well as to the Majilis and the Parliament in cases set forth by the Constitution.

The government is formed by the President of the Kazakhstan Republic according to the 
procedure(s) stipulated by the Constitution. Proposals on the structure and composition of 
the government shall be submitted to the President of the Kazakhstan Republic by the Prime 
Minister of the Republic within 10 days after his appointment. The President of the Republic, on 
his own initiative, has the right to make a decision to terminate the powers of the government 
and to release any of its members from their offices. The release of the Prime Minister from 
office shall denote the termination of the powers of the entire government. 
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The government warrants the main directions of the socio-economic policy of the state, its 
defense, capability, security, guarantee of public order and organizes the implementation 
of these charges; presents to Parliament the republican budget and a report about its 
performance, ensures implementation of the budget; introduces draft laws into the Majilis and 
ensures enforcement of laws; organizes the management of state property; develops measures 
for the conduct of the foreign policy of the Republic; manages the activity of ministries, state 
committees, other central and local executive bodies; and performs other functions assigned 
to it by the Constitution, laws and decrees of the President.

Judicial system 
Judicial power is exercised through the constitutional, civil, administrative, criminal and other 
forms of judicial procedure as established by law. In certain cases, stipulated by law, criminal 
procedure is carried out with the participation of a jury. The courts of the Republic are the 
Supreme Court of the Republic, as well as local and other courts of the Republic established 
by law. Judicial power is extended to all cases as well as to disputes arising on the basis of the 
Constitution, laws, other regulatory legal acts, and international treaties of the Republic.
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Figure 2: Structure of Judicial system in Kazakhstan

Source: www.sotsko.kz
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The Chairperson and judges of the Supreme Court of the Kazakhstan Republic are elected by 
the Senate at the proposal of the President of the Republic based on a recommendation of 
the Highest Judicial Council. The Chairpersons and judges of oblast and equivalent courts are 
appointed by the President of the Republic at the recommendation of the Highest Judicial 
Court.

Since 2001, Kazakhstan has reorganized the judicial system of proceedings, and established 
specialized economic and administrative courts. In 2007, the country introduced jury trial 
proceedings. Another crucial constitutional innovation was the transfer of arrest authorization 
function to courts.

At present the process of jurisdiction delimitation has been completed: A three-level judicial 
system introduced; and the jury trial system has functioned successfully. Inter-district 
specialized economic courts and specialized administrative courts, criminal and military courts 
have been established in all regions of the country, and two regions have juvenile courts.

One of the goals of the judicial system development is the elaboration of civilized methods 
of resolving conflicts in the sphere of private rights through the introduction of conciliation 
and mediation institutions. Adoption of a mediation law is a benchmark for Kazakh legislation; 
furthermore, it demonstrates that the State effectively promotes the development of civil 
society institutions and the creation of the groundwork for a law-bound state. 

At the end of 2004, after enactment of laws On Arbitration Courts and On International 
Commercial Arbitration, the Republic established the Kazakhstan International Arbitrage – the 
first arbitration court in the country. On 4 October 1995, Kazakhstan acceded to the New York 
Convention on the Recognition and Enforcement of Foreign Arbitral Awards (1958).

Kazakhstan international arbitrage (KIA) is а реrmanent arbitral institution that considers 
disputes not only in accordance with the legislation of the Kazakhstan Republic, but also in 
accordance with the rule of law chosen by the parties participating in proceedings.

The KIA may function as arbitration and as an international commercial arbitration body – 
dispute resolution procedures are alike. Delineation of jurisdiction is based on the criteria of 
residency: disputes between residents are addressed under the Arbitration Courts; disputes 
between parties, where at least one of the parties is a non-resident, are challenged under the 
International Commercial Arbitration Law.

Recently, an alternative mechanism of dispute resolution, mediation, has become widespread 
globally. This mechanism involves a mediator, who suggests options for mutually beneficial 
dispute resolution, but does not award a binding decision. Mediation is carried out in 
accordance with the KIA’s Rules of Mediation.

Macroeconomic situation
In the 2006 message to the Kazakhstan People, the President of Kazakhstan declared a 
strategic goal – during the next decade Kazakhstan would become one of the top 50 most 
competitive countries of the world4. This strategy is based on the use of regional and global 
economic advantages, in which Kazakhstan enters international markets because of improved 
competitiveness of domestic goods and services.

4  Message of RK President N.A. Nazarbayev to the Kazakhstan People Strategy of Kazakhstan becoming one of the Top 50 most competitive countries of 
the world of 01 March 2006.
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During the period of independence the country achieved sustainable economic growth, 
where there was development in the oil and gas, and mining sectors, efficient foreign trade 
and an attraction of investments.

From 2008 to 2009, relatively high levels of commodity prices mitigated the adverse influence 
of the global financial crisis on Kazakhstan’s economy, and between 2010 and 2011 contributed 
to maintaining high rates of economic growth. According to the estimates of international 
organizations, prices for oil and metals, which are the main export goods in Kazakhstan, will 
remain high in the middle term. If, however, the forecasts concerning global economic growth 
slowdown in 2011–2012 come true, reducing commodity prices may produce an adverse 
impact on the economy and competitiveness of Kazakhstan.

The economy of Kazakhstan grows dynamically. During the last decade, the GDP increased by 
a factor of over 11 (from USD 17 billion to USD 188 billion). In 2012, according to estimates, 
GDP equaled about KZT 30 billion (USD 200 billion)5.

Per capita GDP grew more than two-fold in 2006–2011, from USD 5,300 to USD 11,300. Per 
capita GDP growth rates in Kazakhstan are directly proportional to oil production growth rates.

In 2010–2011, the Kazakh economy in general demonstrated high annual growth rates (over 
7%). According to forecasts made by the Ministry of Economic Development and Trade of 
the Kazakhstan Republic in relation to GDP growth rates, the average annual GDP growth 

5 Official website of Ministry of Economic Development and trade of Kazakhstan, www.minplan.gov.kz

Figure 3: Growth of Kazakhstan’s GDP in 2001–2010, %

Source: Statistical Agency of Kazakhstan, Ministry of Economic Development and Trade of the Republic of Kazakhstan
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rate in 2012–2017 will be 6.0–7.6%. The oil and gas sector plays an important role in the GDP 
structure; its share increased from 10.9% in 2001 to 28.3% in 2010, but decreased in 2011 to 
24.6% because of the growing realization of the industrial innovative policy in the country.

In September 2012, the estimated number of unemployed was 475,300 people. The level of 
unemployment is 5.2% of the economically active population. The estimated level of concealed 
unemployment is 0.3% of the economically active population.

During the first year of independence, the annual rate of inflation was exceptionally high; this 
observation was a result of the effect that the budget produced by the reduction in budget 
revenues in a recessionary economy, reduction in national income, and in currency revenues. 
Average inflation rate stabilized at 8.6%, but only during the last decade. At the end of 2011, 
the inflation rate in Kazakhstan was 7.4%. In 2012, the inflation rate is expected to be about 6%.

During the global financial crisis of 2008, the high level of external borrowings of Kazakhstan’s 
banking sector was an important crisis factor for the country. The aggressive credit policy 
pursued by many of the commercial banks was also the reason for high public debt. Therefore, 
in 2007–2008 inflation rates in Kazakhstan rapidly increased. In addition, one of the factors 
underlying the inflation rate increase in 2010–2011 was the increase in gasoline and oil prices. 
Thus, regulated prices for gasoline AI-92/93 increased by 29.2% in August 2011, compared to 
the beginning of 2010: gasoline AI 80 – by 28.7%, diesel fuel – by 34.3%, respectively. 

The acceleration in growth of oil product prices in Kazakhstan was caused by the introduction 
of the borders in accordance with the rules of the CU, facilitation of customs procedures, 
intensification of goods flow, the increase in supply of Russian oil products on the domestic 
market of Kazakhstan. These trends may result in leveling of Kazakh’s and Russian’s prices for 
gasoline and oil on the Kazakh domestic market. Otherwise, domestic oil products may be 
conveyed to external markets6.

Figure 4: Inflation rate in Kazakhstan in 2006–2011, %

Source: Statistical Agency of the Republic of Kazakhstan
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6  Rahmatulina G.G. Influence of the CU on economic development of Kazakhstan. Perspectives of integration in oil-gas sector // Eurasian economic 
integration. – 2012. — # 1 (14). — page 78.
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Trade, including import and export
International assets of the country, with assets held within the National Fund, exceed USD 57 
billion. During the decade, foreign trade turnover increased almost by a factor of eight and in 
2011 exceeded USD 126 billion. In comparison with 2010, the foreign trade turnover increased 
by 40.2% in 2011, including exports of USD 88 billion (48% increase), and imports of USD 37 
billion (a 25% increase).

In 2011, the foreign trade turnover of Kazakhstan with the European Union (EU) reached USD 
50 billion, thus significantly exceeding the level of 2010 (USD 38 billion). The implementation of 
the 3-year state Program “Road to Europe” contributed to a significant increase in mutual trade.

The major part (about 85%) of Kazakh goods export is with foreign countries other than CIS 
(in 2011 – USD 75.4 billion). In 2011, the value of Kazakh goods exported to CIS countries 
exceeded USD 12.5 billion (about 14% of the total export). Main importers of Kazakh goods 
are: China (18.5%), Italy (17.1%), the Russian Federation (8.4%), the Netherlands (7.5%), France 
(6.2%), Switzerland (5.6%), Austria (4.4%), Ukraine (3%), Canada (3%), etc.

In 2011, the value of goods imported to Kazakhstan was USD 37 billion. Main exporters are: 
Russian Federation (41.4% of the total import), China (13.6%), Ukraine (4.7%), Germany (5.6%), 
USA (4.6%), Italy (3.1%), Turkey (2.0%), and France (1.9%), etc.

According to statistics the major export goods of Kazakhstan were fuel and energy (over 77%), 
which exceeded the export of metals and metal products by a factor of 6.5. However, metals 
and metal products rank second in export commodities.

Almost half of Kazakhstan’s imports (2006–2010) comprised machines, equipment, vehicles, 
appliances and devices. Chemical products ranked second (13.4%) in Kazakhstan’s import 
structure.

7 Same as the reference above, page 79.

Figure 5: Prices for gasoline and oil in the Customs Union countries, USD7

Source: National Statistical Agencies of the Customs Union countries
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Customs Union
Within the framework of intensification of external economic relations and integration 
processes, the meeting of the Interstate Council of the EurAsEC (the higher body of the CU), 
27 November 2009 in Minsk, the leaders of three states made decision No. 18: On Common 
Customs Tariff Regulation of the Customs Union of Belarus, Kazakhstan and Russia.

On 1 January 2010, the CU of Belarus, Kazakhstan and Russia became effective, introducing 
common rates of customs’ duties for goods imported from other foreign countries.

The membership of Kazakhstan in the CU provides great opportunities for the country’s 
economy and is a step towards further economic integration in the region. For Kazakhstan, 
this means a non-discriminatory access to the infrastructure of Belarus and Russia, reduction 
of imports from developing countries, creation of favorable conditions for development of 
business, production and technological operations and implementation of joint projects, 
improvement of near-border cooperation because of minimization of costs and future 
opportunities to establish a currency union based on the common currency.

In December 2010, the Presidents of Kazakhstan, Russia and Belarus adopted a declaration on 
establishment of a common economic space (CES). Starting from 1 January 2012, the CES was 
established in the territories of Kazakhstan, Russia and Belarus, creating a huge market that 
embraces over 165 million consumers, with unified legislation and the free flow of capital, 
services and labor force.

Membership of the CU and CES provides great potential opportunities for Kazakhstan. During 
2011 mutual trade with the CU member states was increased by 43.3% (USD 24.5 billion)8.

Figure 6: Kazakhstan trade turnover in 2006–2010, USD million

Source: Statistical Agency of the Republic of Kazakhstan
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Establishment of the CU and CES can significantly expand opportunities for intensification of 
cooperation between participating states in the oil and gas sector. The CES provides conditions 
for free flow of goods, capital, services and labor force. Therefore, the establishment of CES will 
undoubtedly produce a positive impact on development of the oil and gas sector and on the 
economy of Kazakhstan.

Implementation of legal principles that are non-applicable to the parties of quantitative 
restrictions is an important consideration for Kazakhstan. Fundamental principles include 
mutual trade and export custom duties, unified tariffs for hydrocarbons transit, and non-
discriminatory access to pipeline systems of member countries. In addition, an important 
prerequisite for successful integration of Kazakhstan into CES is the improvement of fuel and 
energy sector competitiveness and modernization in the oil and gas processing industry.

Further development in the integration of cooperation of CES States requires the 
implementation of measures aimed to improve regulatory framework and the creation of 
conditions for interaction of oil and gas sectors of member countries9.

Investments
The President’s Decree No. 958 State Program for Accelerated Industrial and Innovative 
Development of the RK for 2010–2014, 19 March 2010, sets forth the main directions of 
investment policy for the imminent period of Kazakhstan’s development. The program states 
that the manufacturing industries and the innovative sector remain unattractive for private 
investors. Therefore, the State must provide for a favorable investment climate to attract private 
investments in manufacturing.

The strategy for private investments highlights the importance of more active dialogue with 
investors, especially with multinational corporations in respect of joint implementation of 
the major investment projects that are aimed at innovative development. Attracting foreign 
investments remains important for modern Kazakhstan in the future.

According to estimates of the World Bank10, Kazakhstan is ranked as 47th out of 183 
countries in an environment designated a favorable investment climate. Favorable business 
environment and political stability contributed to a significant inflow of FDI in Kazakhstan. 
Since 1993, Kazakhstan attracted over USD 136 billion of FDI, including USD 65 billion from 
EU countries11. More than USD 30 billion were invested in the oil and gas sector of Kazakhstan. 
Most investments in the energy sector were made in the field of hydrocarbon production.

9 Rahmatulina G.G. Oil-gas sector of Kazakhstan in the context of CES // Russia and new states of Eurasia. — March 2012. - pages 28–29.
10 World Bank: 2012 Report on Doing Business, Kazakhstan.
11 www.invest.gov.kz
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Sustainable development of the oil and gas sector would be impossible without FDI. Since 
1998, annual FDI value has been increasing steadily; however, investments in oil and gas have 
dropped. The share of this sector, however, in relation to the total FDI value remains very high.

According to estimates of the National Bank of Kazakhstan, net inflow of foreign direct 
investments in Kazakhstan in 2011 increased by 22%, compared to 2010 and exceeded USD 
13 billion. An increase in financing was mainly due to transactions related to an increase in the 
share capital of banks with foreign capital and non-banking enterprises, as well as to an increase 
in non-allocated revenue of Kazakh enterprises. In 2011, net outflow of direct investments 
abroad, according to preliminary estimates of the National Bank, was USD 4.4 billion

The main investors in Kazakhstan’s economy are the Netherlands, the USA, the United Kingdom, 
France, Italy, the Russian Federation and China.

Figure 7: Flow of foreign direct investments in Kazakhstan

Source: National Bank of Kazakhstan
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Kazakhstan’s economy received over 80% of the total direct investments in Central Asia.

In accordance with the Law on Investments, investors active in the priority sectors of the Kazakh 
economy (237 types of activities as of now), are granted investment privileges as stipulated in 
the Chapter on foreign investment legislation.

General energy policy of the country
Today, Kazakhstan is one of the countries holding large hydrocarbon deposits, which 
significantly impact on the global energy market. 

Strategic development of Kazakhstan’s energy sector follows the directions set forth in major 
program documents: Annual messages of the RK President to Kazakh People, national strategic 
documents, sectoral programs, concepts and development strategies.

A total of 17 messages of the RK President were announced to the Kazakh People. The last one 
(14 December 2012) concerned strategy “Kazakhstan – 2050”. The previous one concerned 
“Social and Economic Modernization as the Main Direction of Kazakhstan’s Development”, 
January 2012. And the most widely known and ambitious message was the “Strategy of 
Kazakhstan becoming one of the top 50 most competitive countries of the world” (March 
2006).

In October 1997, the message of the RK President to the Kazakh People “Prosperity, Safety 
and Improvement of Kazakh People Well-Being” presented the strategy of Development of the 
Kazakhstan Republic until 2030 (Kazakhstan’s 2030 strategy) – a strategy focused, inter alia, at 
energy security as the main goal of government policy.

The strategic plan of Kazakhstan’s development until 2020, approved by the RK President 
Decree, 1 February 2010, represents the second stage of implementation of the Kazakhstan’s 
2030 strategy, for 2010–2019.

The State Program for accelerated industrial and innovative development of the RK for 
2010–2014 (Decree of RK President, 19 March 2010 No. 958), is of key importance for the 

Figure 8: Major investors, 1993–2011, USD million

Source: www.invest.gov.kz
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national industry. The program establishes main directions of development based on sectoral 
strategies, including energy sector, refining and oil and gas sector infrastructure. To implement 
the program a number of sectoral subprograms were developed: 

•	 	Government	 Resolution	 of	 the	 RK,	 29	 June	 2011	No.	 728.	 On	 approval	 of	 the	 Program	
of Nuclear Sector Development in the Kazakhstan Republic for 2010–2014 and Future 
Development until 2020;

•	 	Government	Resolution	of	the	RK,	31	December	2010	No.	1530.	On	approval	of	the	Program	
of Development of Mineral and Raw materials Complex in the Kazakhstan Republic for 
2010–2014;

•	 	Government	Resolution	of	the	RK,	29	October	2010,	No.	1129.	On	approval	of	the	Program	
of Electricity Sector Development in the Kazakhstan Republic for 2010–2014;

•	 	Government	Resolution	of	the	RK,	18	October	2010,	No.	1072.	On	approval	of	the	Program	
of Oil and Gas Sector Development in the of Kazakhstan Republic for 2010–2014;

•	 	Government	 Resolution	 of	 the	 RK,	 30	 September	 2010,	 No.	 1001.	 On	 approval	 of	 the	
Program of Oil and Chemical Industry Development in the Kazakhstan Republic for 2010–
2014; etc.

The Program of Oil and Gas Sector Development in the Kazakhstan Republic for 2010–2014 
supports an increase in:

•	 	Oil	production	up	to	85.0	Mt	in	2014	(120.4%	by	2008),	natural	gas	–	up	to	54	billion	cubic	
meters (bcm) (61.4% by 2008);

•	 	Oil	export	up	to	75	million	tons	(Mt)	(119.4%	by	2008);

•	 	Oil	refining	at	Kazakh	refineries	to	17.0	Mt	in	2015	(138%	by	2008)	with	oil	conversion	rate	
to 87% and improving domestic oil products quality to Euro -3, Euro-4.

With the aim of diversification of hydrocarbon supply to domestic and external markets, 
Kazakhstan is eager to develop all economically feasible routes of natural gas transit and export.

GENERAL INDICATORS
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Legislation on investments in energy sector

Constitutional provisions
According to Article 4 of the Constitution, international treaties ratified by the Republic shall 
have priority over its laws and be directly implemented except in cases when the application 
of an international treaty shall require the promulgation of a law.

According to Article 12 of the Constitution, foreigners and stateless persons in the Republic 
shall enjoy rights and freedoms, as well as bear responsibilities established for the citizens 
unless otherwise stipulated by the Constitution, laws and international treaties.

In addition, according to Article 3(8) of the Civil Code of Kazakhstan, if an international treaty 
ratified by the Kazakhstan Republic sets forth other rules than are established by the civil 
legislation of the Kazakhstan Republic, the rules of the said treaty shall apply. International 
treaties ratified by the Kazakhstan Republic shall be directly applied to civil relations, except for 
cases when international treaties require the promulgation of a law.

These are general civil legal provisions, which define the principle of national treatment in the 
national law of Kazakhstan.

Establishment of enterprises (national and foreign companies)
In accordance with Article 3(7) of the Civil Code of Kazakhstan, foreign individuals and legal 
entities, as well as stateless persons are entitled to acquire the same rights and are required 
to bear the same responsibilities as are envisaged by the civil legislation for citizens and legal 
entities of the Kazakhstan Republic, unless otherwise stipulated by legislation. 

General legislation of Kazakhstan where the establishment and functioning of legal entities in 
Kazakhstan is concerned does not prescribe quantitative restrictions on foreign participation 
in established corporate entities and sets forth only formal requirements for registration of 
a legal entity; the exceptions are those special cases related to compliance with currency, 
financial and antimonopoly legislation (in respect of registering natural monopoly entities or 
legal entities, with 50% interest owned by the State or affiliated entities).

Kazakhstan legislation does not set forth any difference in respect of establishing entities with 
foreign or domestic capital. In accordance with the Civil Code of Kazakhstan, a legal entity shall 
be an organization that holds independent assets through the rights of property protection, 
economic management or operating control and shall be liable for its obligations in relation to 
a property or properties, and may acquire on its own behalf property and non-property rights 
and exercise property and non-property rights, perform duties, sue and be sued. Legal entities 
shall have independent balances and budgets. Legal entity may be an organization, in which 
seeking profit is the main goal of its activity (commercial) or not seeking profit as the main 
goal of its activity, and not distributing net income between its participants (non-commercial).

Kazakhstan’s legislation defines the following forms of commercial legal entities:

•	 	Economic	 partnership	 (unlimited	 partnership,	 general	 partnership,	 limited	 liability	
partnership (LLP), additional liability partnership;

•	 Joint-stock	company	(JSC);

•	 Production	cooperative;
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•	 State-owned	enterprise;

•	 	Non-commercial	 organizations	 (institution,	 public	 association,	 public	 foundation,	
consumer cooperative, religious association, association of individual entrepreneurs and/
or legal entities in the form of association (union).

The most common forms of legal entities are LLP and JSC. 

All companies operating in Kazakhstan shall be registered. A company may not carry out 
entrepreneurial activity in Kazakhstan without official registration. Registration of legal entities 
in Kazakhstan is performed in accordance with the Law of RK, 17 April 1995, No. 2198 “On State 
Registration of Legal Entities and Accounting Registration of Branches and Representations”. 

According to the Resolution of the RK Government, 5 January 2007, No.1 “On Establishment 
of Public Institutions of the Ministry of Justice of RK” centers for public services (CPS), as well 
as for the purposes of implementing the message of the President to the Kazakhstan People, 
18 February 2005, “Kazakhstan on the Road to Accelerated Economic, Social and Political 
Modernization”, public institutions – CPS were established. The main activity of CPSs is to 
provide public services based on the ‘one-stop’ principle for acceptance of applications and 
issues of executed documents.

In accordance with amendments to the Kazakh legislation related to simplification of state 
registration of legal entities and registration of branches and representations (with effect from 
12 February 2010), the term for registration of legal entities being small, medium and large 
businesses, and acting on the basis of a model charter, representations with justice bodies will 
be reduced from 3 business days to 1 business day, starting from the moment of application.

Legislation on foreign investments
On 8 January 2003, the Law of the RK on Investments was adopted, which combined two 
previous laws – On Foreign Investments (27 December 1994) and On State Support to Direct 
Investments (28 February 1997). In the first instance, the new law established equal incentives 
in respect of investments; for foreign as for domestic investors, protection of investors’ rights; 
and procedures of investment dispute resolution.

The Law of the RK on Investments does not define the term “foreign investments”; however, 
it includes the general definition of investments. In accordance with Article 1 of the law: 
“Investments are all types of property (except for the goods of personal use), including the 
objects of lease from the moment of lease agreement execution as well as rights thereto, 
which are invested by investor into the charter capital of a legal entity or to increase fixed 
assets which are used for entrepreneurial activities,” as well as assets produced or received 
under concession contract by a concessionaire (cessionary).

State support for investments in Kazakhstan includes investment preferences. Entering such a 
contract results in the following preferences:

•	 Exemption	of	customs’	duties;

•	 Government	in-kind	grants.

Speculating on priority activities is the main requirement for obtaining investment preferences. 
Investment preferences shall be granted within priority types of activity; the list of which is 
approved by the government of the Kazakhstan Republic as of the level of classification of 
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activity subtypes (Resolution of the RK Government, 8 May 2003, No. 436). The list includes 245 
types of activities, inter alia, generation, transmission and distribution of power and gaseous 
fuel, as well as the manufacturing of oil products.

In accordance with Article 3 of the Law of RK on Subsoil and Subsoil Use, foreigners and foreign 
legal entities and stateless persons shall enjoy rights and bear responsibilities with regard to 
subsoil as citizens and legal entities of the Kazakhstan Republic, unless otherwise stipulated by 
the laws of the Kazakhstan Republic. 

The international legal framework for regulation of investment activity includes bilateral 
agreements on mutual protection and promotion of investments, as well as the ECT.

However, in Kazakhstan a tendency is observed for establishing state control of investments 
in strategic sectors of the economy; this control is important for national security. The main 
changes in the RK legislation on strategic sectors and national security are addressed in the 
section Legislation on Energy Sector.

Legislation on land and real estate
Legislation regulating rights to land in Kazakhstan includes the Civil Code of RK (1 July 1999), 
Land Code of RK (20 June 2003) and other legislative documents.

Land, subsoil, water, flora and fauna, and other natural resources are in the public domain of 
the RK. Land may also be held in private ownership on the grounds, criteria and restrictions 
established by the legislation.

Kazakhstan legislation recognizes and equally protects the public and private ownership of 
land. Citizens and non-state legal entities are subjects of the law in respect of private ownership 
of land.

The Land Code of Kazakhstan provides for the following main rights pertaining to land:

•	 Ownership;

•	 Land	use.

According to pp. 3, 4 of Article 23 of the Land Code of Kazakhstan, foreign nationals, stateless 
persons and foreign legal entities (non-state) may hold, in private, property land plots granted 
for the following purposes:

•	 for	 construction	 or	 land	 plots	 comprising	 constructed	 production	 and	 non-production	
buildings, including residential (structures, facilities) and their complexes;

•	 land	designed	to	serve	buildings	(structures,	facilities)	in	accordance	with	its	intended	use.

However, foreign nationals, stateless persons and foreign legal entities (non-state) may not 
hold by way of private property, land designated for agricultural production and afforestation. 
In addition, foreign land users are not entitled to permanent land use. 

The right for refundable temporary use of land for farming and agricultural production is 
granted to RK citizens and non-state legal entities for up to 49 years, and to foreign nationals, 
and stateless persons for up to 10 years.

Article 9 of the RK Law on Legal Status of Foreign Nationals States that “foreign nationals with 
permanent residence in the Republic of Kazakhstan in housing relations have the same rights 
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and bear the same obligations as citizens of the Republic of Kazakhstan”. Foreign nationals 
with housing in the Kazakhstan Republic may also have the right of ownership (except for 
temporary residing foreign nationals). Therefore, a foreign national who has a residence permit 
is entitled to purchase any form of housing (apartment, house).

Legal entities with foreign participation may purchase housing in ownership without any 
limitations, no matter where the founder of such entity is located – in Kazakhstan or abroad. 

In respect of acquisition of real estate other than residential property (buildings, structures, 
premises, offices, shops, and so forth), Kazakh legislation does not establish any restrictions 
relating to the availability of residence permits. There is no rule directly indicating such a 
possibility. However, it follows from Article 23 of the Land Code, which provides for a possibility 
for foreigners to own land plots, that the right to a land plot is inseparably linked to the right 
to structures located thereon.

With regard to the energy sector, the lands designated for transmission of pipelines include 
lands occupied by linear parts in operation and transmission pipeline facilities, which are owned 
by property rights or land use. These lands include protection zones of transmission pipelines, 
subject to special requirements for land use. The borders of these protection zones are defined 
and are based on construction standards and rules, and regulations on transmission pipeline 
protection and other regulatory documents are approved in established order. Protection 
zones may be established without expropriation of land plots from land owners and land users.

For the purposes of free access to transmission pipeline infrastructure, an owner of a 
transmission pipeline or a person holding a transmission pipeline on other legal grounds, may 
enter into agreements for restricted use of land plots (easements) with land owners and land 
users in accordance with civil and land legislation of the Kazakhstan Republic. 

Land plots are also designated in the energy sector for the following purposes:

•	 	construction	of	hydro	power	plants,	nuclear	power	plants,	thermal	power	plants	and	other	
power plants, servicing structures and facilities, as well as facilities for use of RES; 

•	 	construction	of	aerial	power	transmission	lines,	above-ground	structures	of	cable	power	
lines, substations, distribution substations, other structures and facilities of the energy 
sector.

For the safety of populations and providing for the operation of energy facilities and 
communication, protection zones of power transmission lines and communication lines, 
based on construction standards and rules, may be established; in addition, regulations on 
protection of power transmission and communication lines and other regulatory documents 
can be approved in established order.

Legislation on competition
Competition in the area of entrepreneurial activity in general and in trade and foreign 
investments in particular is regulated mainly by the following laws:

•	 Law	of	RK,	25	December	2008,	No.	112-IV	On	Competition;

•	 Law	of	RK,	9	July	1998,	No.	272-I	on	Natural	Monopolies	and	Regulated	Markets;

•	 Law	of	RK,	4	May	2010,	No.	274-IV	on	Consumer	Rights	Protection.

LEGAL FRAMEWORK FOR INVESTMENTS
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On 25 December 2008, a new Law of the RK on Competition was adopted. This law extended 
the authorities of the antimonopoly agency for the purposes of counteracting price-fixing 
arrangements, unfair competition, and the abuse of dominant and monopoly positions by 
market players. The law is intended to improve the level of competition in sectors of the 
national economy.

In accordance with the Law of the RK on Natural Monopolies and Regulated Markets, in 
Kazakhstan the following services (goods, works) are included under the so-called natural 
monopoly category:

•	 transportation	of	oil	and/or	oil	products	through	transmission	pipelines;	

•	 	storage,	transportation	of	gas	or	gas	condensate	through	transmission	and/or	distribution	
pipelines, operation of gas distribution plants and related gas distribution pipelines; 

•	 transmission	and/or	distribution	of	electric	power;	

•	 production,	delivery,	distribution	and/or	supply	of	thermal	energy;

•	 technical	dispatching	of	the	release	in	the	network	and	consuming	of	electric	power;	

•	 arranging	the	balance	of	electric	power	generation	and	consumption,	and	so	forth.

The main goals of the Law on Natural Monopolies and Regulated Markets include 
determining legal foundations for government supervision and regulation of activity in the 
area of natural monopoly, government supervision and regulation of pricing on regulated 
markets, achieving a balance of consumers’ interests and natural monopoly entities, and the 
regulated market.

On 20 July 2011, the Law of the RK No. 463-IV on State Regulation of Production and Turnover of 
Certain Oil Products was adopted. The law replaces the previous homonymic law, 7 April 2003 
and in comparison with its predecessor provides for strengthening of government control 
of the oil/products market. The law establishes requirements for producers, wholesales and 
retail suppliers, as well as subsoil users in the sphere of production and turnover of gasoline, 
fuel oil, jet and diesel fuel. The law establishes and regulates in detail the following measures 
of government control: Approval of subsoil users’ schedules of delivery of crude oil and/or gas 
condensate to producers of oil products for covering demands of Kazakhstan’s internal market; 
approval of schedules of oil refining and oil products supply; accreditation of wholesale 
suppliers of oil products, establishment of requirements and restrictions for wholesale and 
retail sale of oil products; technical regulation in the sphere of oil products production and 
turnover, state control of oil products production and turnover; and establishment of ceiling 
retail prices for oil products subject to state regulation, etc. 

This law is intended to streamline the state regulation of production and turnover of oil 
products and ensure economic security of the country through state regulation of prices 
for oil products, which are of high social significance. Also, it is meant to set up a legislative 
mechanism, which might incentivize producers and overhaul production capacities. The 
law sets forth qualification requirements for access to the wholesale market of oil products. 
Amendments to the law introduced an accreditation procedure for wholesale suppliers of oil 
products (in order to eliminate intermediary structures from the market). In addition, the law 
includes a new provision allowing for retail sale of oil products not only through gas stations, 
but also through oil product depots. It means that major industrial enterprises and consumers 
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may be able to purchase required amounts of oil products for their own use directly from oil 
product depots and reservoirs.

Also, the Law on Amendments to the Law of the RK on Natural Monopolies and Regulated 
Markets was signed, thus establishing the state regulation of prices for goods produced by 
entities operating on regulated oil product markets. 

Corporate taxation
Currently, the Code of the RK, 10 December 2008, No. 99-IV on Taxes and Other Obligatory 
Payments to Budget (tax code) is effective in Kazakhstan.

The following taxes are applied in Kazakhstan:

•	 Corporate	income	tax	(CIT);	

•	 Personal	income	tax	(PIT);	

•	 Value-added	tax	(VAT);	

•	 Excise	taxes;	

•	 Rent	tax	on	exported	crude	oil	and	gas	condensate;	

•	 Taxes	and	special	charges	on	subsoil	users;	

•	 Social	tax;	

•	 Land	tax;	

•	 Tax	on	vehicles;	

•	 Property	tax;

•	 Tax	on	the	gambling	industry.

The Law of the RK, 21 July 2011 No. 467-IV introduced changes and additions to the Code of 
RK on Taxes and Other Obligatory Payments to Budget (tax code). It is planned that provisions 
of the law will come into force on various dates; some of them will have a retrospective effect. 
A considerable part of these changes and additions related to withholding taxes on Kazakh 
incomes of non-resident legal entities. 

In particular, the amendments specify the criteria for the permanent establishment of non-
residents’ taxation, provisions on registration for the permanent establishment of non-residents 
and the list of non-residents’ incomes in Kazakhstan, and procedures for a more detailed 
regulation of income tax reimbursement for non-residents in respect of taxes withhold in 
Kazakhstan. Changes can also affect the taxes on non-resident individuals.

In addition, the amendments improved the rules of tax administration in connection with 
international double tax treaties. An additional requirement was introduced, which allowed 
taxpayers to deduct capital gains derived from the sale of shares or interests in a legal entity or 
consortium: The shares or interests to be sold shall be in ownership of an entity for more than 
3 years of holding as of the day of sale.

Tax treatment of subsoil use contract will be applied in respect of contractual activities which 
meet the criteria of ‘subsoil use’ under the Law on Subsoil and Subsoil Use. 

LEGAL FRAMEWORK FOR INVESTMENTS
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Generally, applicable tax treatment applied in Kazakhstan in respect of contracts for oil 
exploration and developments has meant the inclusion of a combination of CIT, rent tax 
on exported oil, bonuses and mineral extraction tax. Contractual activities are ring-fenced 
protected from inclusion in non-contractual activities (in processing and sale of oil products) 
for tax purposes; taxation is done on a contract basis. 

In accordance with Kazakh legislation, there are two types of subsoil use contracts: production 
sharing agreements (PSA) and contracts including clauses on excess profit tax (EPT contracts). 
A limited number of PSA contracts were signed before 2009. All contracts to be signed at 
present and in the future will be EPT contracts.

For a few PSA contracts effective as of 1 January 2009, tax treatment will not be changed 
subject to obligatory analysis of tax due diligence. Obligatory tax due diligence analysis is in 
effect a review of PSA by tax authorities to verify its tax provisions compliance with the law 
which are effective at the moment of PSA signing. Contracts approved by the President will 
be subject to fixed taxation treatment. Taxation treatment of EPT contracts will not be fixed, 
except for contracts approved by the President. Contracts subject to fixed taxation treatment 
may be altered upon mutual consent of the parties.

In accordance with the tax code, requirements for taxes and other obligatory payments related 
to subsoil use in Kazakhstan may be established only by the tax code. Such requirements 
cannot be established by separate agreements with the government.

Mineral extraction tax
The mineral extraction tax (MET) is a volume-based royalty type tax applicable to crude oil, 
gas condensate and natural gas. Rates escalate depending on volume. Different rates and tax 
bases apply depending on what is produced and whether it is exported or sold domestically. 
The tax base for MET purposes is the cost of the extracted mineral. For export purposes the 
cost is based on global market prices, without adjustments. 

MET rates are subject to a 50% reduction if extracted minerals are processed in Kazakhstan 
by producers or purchasers. In such cases special rules are established for determining the 
tax base. Exported natural gas is subject to a unified rate of 10%. For gas sold on Kazakhstan’s 
market the rate applied is 0.5–1.5%, depending on the annual extraction level.

Bonuses 
Subsoil users are expected to pay a signature bonus and a commercial discovery bonus. The 
signature bonus is a lump-sum payment made by a subsoil user in relation to the right to use 
the subsoil. 

Commercial discovery bonus is a one-off payment paid by subsoil users when a commercial 
discovery is made in the contract territory. The base for calculation of the commercial discovery 
bonus is defined as the value of the extractable minerals duly approved by the competent 
state authorities. The value of the mineral resources is determined using the market price 
established at the International (London) Petroleum Exchange: Platts Global Alert Information 
Service Crude Oil Marketwire. The rate of the commercial discovery bonus is fixed at 0.1% of 
the value of proven extractable resources.
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Corporate income tax (CIT) rate
From 2011, CIT is applied to all companies at a rate of 20% of taxable income.

Value-added tax (VAT)
Value-added tax applied in Kazakhstan complies with the VAT practices in the EU countries. 
Since the 1990s, VAT rate has gradually been reduced from 20% to the current 12%. Crude oil, 
gas and gas condensate sold in Kazakhstan are subject to 12% VAT.

Export of crude oil, natural gas and gas condensate is subject to 0% VAT. According to the tax 
code, the provision of international transportation services (by way of oil and gas transmission 
pipelines) is subject to 0% VAT. Import of goods and equipment is subject to 12% VAT.

Rent tax on exported oil 
The rent tax on exported oil is paid by legal entities and individuals who export crude oil, gas 
condensate and coal. The tax base is ascertained by the value of the exported crude oil and 
gas condensate based on the same tax valuation as for MET upon export. The tax rate ranges 
from 7% to 32% and is applied if the world price for crude oil and gas condensate exceeds USD 
40 per barrel.

Excess profit tax (EPT)
EPT is calculated annually. The tax is paid at progressive rates applicable to the portion of net 
income that exceeds 25% of deductions. The taxable tranches are derived by applying ratios 
to the deductible expenses. The net income is calculated as aggregate annual income less 
‘deductions’, CIT and net income tax (if any). For EPT purposes, deductions are the expenditure 
deductible for CIT uses plus additional deductions such as accelerated depreciation for fixed 
assets. 

The tax is calculated by applying the established rates to the tranches of excess income; each 
tranche is allocated the marginal net income determined as a percentage of deductions until 
total net income is allocated.

Special rules apply to determine the taxable item if hydrocarbon production is processed prior 
to sale; for example, by refining crude oil into gasoline, diesel, etc. In such cases it is unlikely 
that an EPT liability would actually arise. 

Payment for compensation of historical costs 
Since 2009, the payment for compensation of costs related to the past has been included in 
the list of obligatory payments to be made by a subsoil user to a state government budget. 
This fixed payment compensates the State for the contact territory relating to geological 
survey costs and development costs incurred before the subsoil use contract is concluded. 
The obligation to compensate for costs relating to the past arises from the date when the 
confidentiality agreement is concluded between the subsoil user and the authorized state 
body on subsoil study and usage.

Crude oil export duty 
In May 2011, Kazakhstan established the following export duty rates with effect from 6 August 
2011: Light distillates and oil products – USD 114.05 per ton, heavy distillates and oil products 
− USD 76.03 per ton and crude oil − USD 40 per ton. 

LEGAL FRAMEWORK FOR INVESTMENTS
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Dividends distributed in Kazakhstan (i.e. by a local subsidiary to a local parent company) are 
tax exempt. Dividends paid abroad are subject to 15%, withholding tax rates if other countries 
have tax treaties reduced to 5%. Branches of foreign legal entities are subject to an equivalent 
branch profit tax at the same rates, but this tax applies to undistributed profit after deduction 
of CIT.

Within the CU, sale of goods to or from Kazakhstan is regarded as an import/export transaction; 
such commercial operations are subject to VAT at 12% upon import, and VAT at 0% upon export.

Certain previously concluded contracts benefit from preferential treatments. However, new 
contracts do not. Customs’ legislation provides for a temporary import regime for goods that 
will be re-exported; also, the legislation either exempts goods and equipment from customs’ 
duties and import VAT or allows for partial payment, provided the goods and equipment are 
re-exported.

Fixed asset depreciation is subject to deductions for CIT and EPT purposes. Tax losses relating 
to subsoil use contracts can be carried forward for up to 10 years. Kazakh legislation does not 
provide for temporary tax exemption for subsoil users.

Certain subsoil users may obtain some tax privileges subject to approval by the government in 
respect of assets used under mineral extraction contracts entered into during the period from 
1 January 2009 to 1 January 2012.

Migration legislation
Legal status of foreign nationals in Kazakhstan and requirements for their entry, stay and 
departure are regulated by the Constitution of the RK, the Law of RK on Migration of Population, 
22 July 2011, Decree of the President of RK, with the effect of law, on Legal Status of Foreign 
Nationals in the Kazakhstan Republic, 19 June 1995.

Entry visas for foreign employees are issued by the Ministry of Foreign Affairs of the RK and 
by the foreign offices of the RK. These are issued for the term of validity of a work permit to a 
foreign employee, or as a permit for an employer for hiring foreign workforce.

One of the principles of the Kazakhstan’s Government policy in the sphere of employment is 
the use of quotas for hiring a foreign workforce in the country. Quotas are established annually 
by the RK Government. 

For the purposes of protecting the domestic labor market, ensuring social guarantees and 
workers’ safety, the matter of hiring foreign workers is regulated by the Law of the RK on 
Employment of Population, 23 January 2001, Resolutions of the RK Government on approval 
of Rules for Defining Quotas for Hiring Foreign Workforce in Kazakhstan, 13 January 2012 
and Rules and Requirements for Issuing Work Permits to Foreign Employees and Permits to 
Employers for Hiring Foreign Workforce, 13 January 2012.

In consideration of the limits of annual quotas as defined by the Kazakhstan Government, the 
Ministry of Labor and Social Protection of the RK (the 2011 quota was established at 0.85% 
of the economically active population of the country) has issued permits in connection with 
the hiring of a foreign workforce or to foreign workers for the purposes of employment. In 
accordance with the Agreement on Legal Status of Labor Migrants and Members of Their 
Families, 1 January 2012, Kazakhstan withdraws quantitative limitations, quotas and work 
permits in respect of labor migrants from CES members – Russia and Belarus.
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Permit is now required for foreigners and foreign workers: 

•	 Permanently	residing	in	Kazakhstan;

•	 Oralmans	(Kazakh	repatriates);

•	 Business	immigrants;

•	 Persons	having	obtained	a	refugee	status	or	asylum	seekers;

•	 	Persons	entering	 for	business	missions	 for	 the	 total	period	not	exceeding	120	 calendar	
days during one calendar year;

•	 	Citizens	of	countries	of	the	Agreement	on	Legal	Status	of	Labor	Migrants	and	Members	of	
Their Families, 19 November 2010 (citizens of the CU member countries);

•	 CEOs	of	branches	and	representative	offices	of	foreign	legal	entities;

•	 	CEOs	of	organizations,	which	signed	investments	contracts	with	the	Kazakh	Government	
in an amount exceeding USD 50 million and CEOs of Kazakh legal entities carrying out 
investment activities in priority sectors, which signed contracts with competent investment 
authorities;

•	 Crews	of	sea	and	river	ships,	air,	rail	and	road	transport;	

•	 	And	 other	 persons	 in	 accordance	with	 pp.	 4	 and	 5	 of	 the	 Rules	 and	 Requirements	 for	
Issuing Work Permits to Foreign Employees and Permits to Employers for Hiring Foreign 
Workforces.

Competent authorities issue permits to employers for hiring foreign workforce subject to 
certain criteria, pending the Kazakhstan’s accession to the WTO: 

•	 	Starting	 from	 1	 January	 2012,	 the	 number	 of	 Kazakh	 citizens	 shall	 be	 at	 least	 70%	 of	
employees included in the first and second categories; 

•	 	Starting	 from	 January	 2012,	 the	 number	 of	 Kazakh	 citizens	 shall	 be	 at	 least	 90%	 of	
employees included in the third and fourth categories.

Percentage limitations are not applied to:

•	 Small	business	entities;

•	 Government	institutions	and	state-owned	enterprises;

•	 	Permits	issued	under	quotas	in	respect	of	priority	projects	and	for	work	in	special	economic	
zones in workers’ countries of origin and to foreign workers for the purposes of employment. 

These limitations do not apply to subsoil users under Karachaganak, North Caspian and Tengiz 
Projects, nor to their operators, contractors and subcontractors (except for organizations 
engaged by subcontractors) until 1 January 2015.

Offshore equipment control engineers, offshore pipeline construction engineers, offshore 
structures supervisors and specialists in offshore pipelines are included in the list of professions 
permitted for the independent employment of foreign workers in Kazakhstan. These specialists 
obtain the respective permits subject to the order and requirements established by the Rules 
and Requirements for Issuing Work Permits to Foreign Employees and Permits to Employers for 
Hiring Foreign Workforces.

LEGAL FRAMEWORK FOR INVESTMENTS
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Legislation on foreign currency and securities
The main regulator in the sphere of currency is the National Bank of Kazakhstan, which 
performs currency regulation in accordance with legislation of the RK.

Legal relations in the sphere of currency regulation, currency control and licensing of activities 
pertaining to the use of currency valuables are regulated by the RK Laws on Currency 
Regulation and Currency Control, and on the National Bank of the Republic of Kazakhstan and 
on the terms and conditions of licensing agreements.

The Law on Currency Regulation and Currency Control, 13 June 2005 provided a framework 
for gradual introduction of full convertibility of the national currency. In accordance with the 
law, starting 1 January 2007 the National Bank of Kazakhstan outlined in full the requirements 
for obtaining permits for currency operations. Licensing requirements apply only to activities 
connected with the use of currency valuables. Requirements for repatriation of currency are 
established depending on the terms set forth in the foreign trade contracts.

Today, Kazakhstan performs measures aimed at improving the system of currency regulation 
and currency control, including the liberalization of currency control and simplification of 
related administrative procedures.

The withdrawal of currency restrictions from 1 January 2007 provided the conditions needed 
for capital flows, full convertibility of Tenge not only in respect of current transactions but 
also of capital transactions. An absence of currency restrictions on international transactions 
is one of the prerequisites for further integration of Kazakhstan in the global economy and 
improvement of its international competitiveness.

Foreign currency that is received in cash by resident and non-resident legal entities from 
currency transactions in Kazakhstan shall be credited to the bank accounts of authorized banks. 

Non-residents are entitled to transfer foreign currency and national currency from their bank 
accounts in foreign countries to their own bank accounts with authorized banks; they can also 
transfer amounts from their bank accounts with authorized banks to bank accounts in foreign 
countries without limitation.

The Law of the RK on Currency Regulation and Currency Control provides for a mechanism 
of control of repatriation, which means that bank account facilities can be arranged with 
authorized banks for:

•	 	Revenues	 in	 national	 and	 foreign	 currency	 received	 from	 the	 export	 of	 goods	 (works,	
services);

•	 	National	and	foreign	currency	transferred	by	a	resident	in	favor	of	a	non-resident	for	the	
payment of the import of goods (works, services) in the case of the non-fulfillment of an 
incomplete need by an non-resident of their obligations.

It should be noted that foreign investments in Kazakhstan are maintained through registration 
of currency transactions and are more of an accounting than licensing nature (in accordance 
with earlier legislation, foreign investments were subject to licensing). In addition, the minimal 
size of a money transaction connected with foreign investments, subject to registration, has 
now been increased to USD 500,000. Registration of investments does not require licensing 
payments, justification of a currency transaction, confirmation of origin, nor the lack of liabilities 
to apportion costs.
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Kazakhstan’s currency legislation provides for the right of introducing special permit regimes 
in respect of currency transactions in case of a threat to the economic security of the country 
and the stability of its financial system. Decisions on the introduction or extension of any 
special permit regime and a list of transactions subject to special permit shall be made by the 
President of the RK upon joint consultations with the government and the National Bank of 
Kazakhstan (Article 32 of the Law of RK on Currency Regulation and Currency Control).

In addition, it should be noted that the effectiveness of the Customs Code of the CU imposed 
changes to the legislation on currency regulation. On 5 July 2010, within the framework of 
the CU, the Agreement on the Procedure of Transfer by Individuals of Cash and/or Money 
Instruments across the customs border of the CU was signed; this agreement totally changed 
the procedure(s) of import and export of currency.

In accordance with the agreement, in the event of a one-off import and export transaction 
from the customs territory of the CU of cash and/or travelers cheques in the total amount 
not exceeding the equivalent of USD 10,000 by an individual, cash and/or travelers cheques 
so moved are not subject to obligatory declaration in writing; however, these funds may be 
officially declared on the request of such an individual.

Written declarations shall be applied only in respect of the import and export of cash and/
or travelers cheques in the total amount in excess of the equivalent of USD 10,000. Securities 
moved across the customs border of the CU are subject to declaration in writing irrespective of 
the total amount. The adopted procedure simplifies the process of cash and money instrument 
movement across the customs border of the CU.

The official currency of the Kazakhstan Republic is Kazakh Tenge. All payments and transfers 
under transactions between residents shall be made only in national currency of the Kazakhstan 
Republic, with the exception of cases set forth by the legislation.

Currently, the exchange rate of Kazakh Tenge against US Dollar is KZT 147.93 = USD 1 (6 March 
2012).

Legislation on compensation of losses and expropriation 
Article 26 of the Constitution of the RK states that no one may be deprived of their property 
unless otherwise stipulated by a court decision. Forced expropriation of property for public 
use in extraordinary cases as stipulated by law may be exercised on condition of an equivalent 
compensation.

Article 249 of the Civil Code of the RK defines nationalization as one of the grounds for 
termination of property rights through forced expropriation of property. Article 249(4) of the 
Civil Code of the RK States that in the event of adopting a law of the RK on expropriation in the 
public domain of private property of citizens and legal entities (nationalization), legal entities 
and/or citizens shall be entitled to full compensation of losses incurred by adoption of such 
regulations.

Article 8(2) of the Law of the RK on Investments states that in the event of nationalization, 
investors are entitled to full compensation by Kazakhstan for losses incurred by adoption of 
the Kazakhstan laws on nationalization.

International agreements on promotion and the mutual protection of investments and the ECT 
include standard clauses on guarantees of investments in accordance with which, investments 
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of the investors of a contracting party in the area of any other contracting party shall not be 
nationalized or subjected to any other measures, having effect directly or indirectly equivalent 
to nationalization or expropriation; other than, where such expropriation is for a public 
purpose, non-discriminatory, and carried out under due process of law, and accompanied by 
the payment of prompt, adequate and effective compensation.

Legislation on privatization
After gaining independence in 1991, Kazakhstan carried out privatization in several stages. The 
adopted Program of Denationalization and Privatization of state-owned property in Kazakh 
Soviet Socialist Republic for 1991–1992 (Stage I), the National Program of Denationalization 
and Privatization of state-owned property in the Kazakhstan Republic for 1993–1995 (Stage 
II) were implemented through the use of various methods, such as auctions, competition, 
corporatization and subsequently based on individual projects.

At the same time, oil and gas enterprises were included in state assets not subject to 
privatization. In particular, under the first program this category included the state-owned 
assets of the State Concerns “Kazgasifikatsia” and “Kaznefteproduct”. The National Program’s 
class of state assets not subject to privatization due to their special social and economic 
significance included the resources of the Caspian Sea shelf and territorial sea, as well as 
facilities, enterprises, organizations and institutions in the pipeline transport sector (except for 
gas stations).

However, the Cabinet of Ministers by its Resolution, 20 July 1993 No. 633 approved the 
Regulation on Foreign Investors Participation in the Process of Privatization of State Property 
in the Kazakhstan Republic. In particular, the Regulation set forth that state-owned interests in 
joint-stock companies and companies related to enterprises and spheres subject to centralized 
state control shall be transferred to holdings and joint-stock companies.

In February 1996, the third Program of Privatization and Restructuring of State Property 
in the Kazakhstan Republic (1996–1998) was adopted. Its main goal was to achieve and fix 
the dominant position of the private sector in the national economy through the general 
completion of the privatization process. Specific features of the third stage (1996–1998) 
were the transfer to sectoral programs of privatization and restructuring based on the results 
achieved and the proposals of the authorized bodies. Sectoral Programs were approved by the 
Kazakhstan Government and provided for intensification of enterprise privatization in the oil 
and gas sector. The government initiated the privatization of strategic sectors of the economy.

Thus, in August 1996, the energy corporation Almaty Energo was sold to a Belgium company 
Tractebel S.A.; however, in 1999 the RK Government terminated the agreement with Tractebel 
S.A. and in May 2000 JSC KazTransGas became an owner of Almaty Energo. In 1995–1996, 
АЕS Corporation (American Energy Services, Inc.) privatized some major power generation 
companies – Ekibastuz State District Power Plant (SDPP)-1, Ust-Kamenogorsk TPP, Ust-
Kamenogorsk HPP, Shulbinsk HPP, Semipalatinsk (Semey) TPP, and Ust-Kamenogorsk power 
distribution system, and many others. However, Ust-Kamenogorsk TPP was closed after its 
privatization.

In 1997, agreements were concluded in the oil and gas sector on the sale and purchase of 
60% state interest in JSC MangystauMunayGas and 60% state interest in JSC AktobeMunayGas. 
Winners of the open investment tenders were the Indonesian Central Asia Petroleum and the 
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China National Petroleum Corporation, which committed to invest USD 4 billion each in the 
core production business of the enterprises.

The fourth stage (from 1999 to present) involved new approaches where authorities have 
more control over State and government in respect of property management and disposal. 
The key element of this stage is the division of State property into republican and municipal 
property units.

In 2003, the Law of on RK Public Monitoring of Assets in Strategic Sectors of Economy was 
adopted with the aim of providing for public control of the strategic sectors of the economy.

Within the framework of Kazakhstan’s Strategy of Industrial and Innovation Development, the 
following development institutions were established (until 2015): JSC Bank for development 
of Kazakhstan, JSC Investment Fund of Kazakhstan, JSC National Innovation Fund, JSC State 
Corporation for Insurance of Export Credits and Investments.

Joint-stock company, Kazakhstan Holding for Management of State Assets Samruk (State 
Holding) was established to hold state interests in joint-stock companies Kazakh Telecom, 
KEGOC JSC National Company Kazakhstan Temir Zholy, Kazakh Mail, NC KazMunayGas and 
14 other joint-stock companies. State holding should become an investment lever and an 
additional instrument for development and production of competitive goods.

JSC Kazyna Sustainable Development Fund was established within the framework of 
Kazakhstan’s industrial and innovation policy with the aim of improving competitiveness of the 
national economy. State interests in the following joint-stock companies were transferred to 
JSC Kazyna: Bank for development of Kazakhstan, National Innovation Fund, Investment Fund 
of Kazakhstan, Small Business Development Fund, State Corporation for Insurance of Export 
Credits and Investments, Center for Marketing and Analytical Research, and LLP Kazakhstan 
Center for Investment Promotion.

Currently, JSC Sovereign Wealth Fund Samruk-Kazyna (established, 13 October 2008 by the merger 
of JSC Kazyna Sustainable Development Fund and JSC Kazakhstan Holding for Management of 
State Assets Samruk)12 implements a new program of state asset privatization – people’s IPO. 
Shares of the leading sate-owned companies were offered to individuals in the second half of 
2012. The first three major companies subject to partial privatization include JSC KazTransOil (oil 
transmission pipelines), KEGOC (national grid) and Air Astana (national air carrier).

Since 1991, more than 39,000 units of state property have been privatized, including 3,710 
stakes in joint-stock companies and over 36,000 property complexes, real estate properties, 
constructions in progress, etc. Proceeds from privatization for the whole period amounted to 
KZT 347 billion, including over KZT 68 billion transferred to the National Fund of Kazakhstan.

Legislation regulating promulgation of laws 
In accordance with the Constitution of the RK, Parliament has adopted legislation in the form 
of laws of the RK, Parliament’s resolutions, Decrees of Senate and Majilis, which are a binding 
force throughout the Republic. Laws of the Republic come into force after their signing by the 
President of the Republic. 
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Regulations shall be published periodically in the press in the official language and in Russian. 
Official promulgation of regulations on rights, freedoms and obligations of citizens is an 
obligatory condition for their effectiveness.

Intellectual property rights
Copyright in Kazakhstan is regulated by the Constitution of the RK, the Civil Code of RK 
(Articles 971–984), the Law of the RK, 10 June 1996 No. 6–1 On Copyright and Neighboring 
Rights (Copyright Law), rules of the Universal Copyright Convention (Geneva), 6 September 
1942 (Kazakhstan recognized these in 1992 through the law of succession of international 
obligations and treaties of the former USSR), provisions of the World Intellectual Property 
Organization (WIPO) Copyright Treaty and Performances and Phonograms Treaty, 20 December 
1996 (Kazakhstan acceded to these treaties following the laws, 16 April 2004 No. 545 and No. 
546) and a number of other regulations of Kazakhstan.

Control of activities of individuals and legal entities using items of copyright and neighboring 
rights is regulated by an authorized government body – Committee for Intellectual Property 
Rights of the Ministry of Justice of the RK. Protection of rights of authors and performers is 
accomplished with active participation of the republican public organization, Kazakhstan 
Copyright Society, and a union of legal entities, Kazakhstan Association for Protection of 
Copyright and Neighboring Rights.

Unlawful uses of copyright and neighboring rights (intellectual property rights) are subject to 
civil (rules of the Civil Code of RK), administrative (Article 129 of the Code of RK on Administrative 
Offences) and criminal (Article 184 of the Criminal Code of RK) proceedings.

Brief information on legislation and the list of main energy-related laws 
After gaining independence in 1991, Kazakhstan step-by-step developed the legal framework 
for the free market economy in order to provide for foreign investments in the energy sector 
and in industrial and innovative development.

Kazakhstan’s energy-related legislation evolved along with the emergence of new economic 
objectives and the needs of the country. Recently, Kazakhstan has paid special attention to 
matters of national security and national interest.

The Law of the RK, 4 November 2003 No. 490-II on Public Monitoring of Assets in Strategic 
Sectors of Economy introduced a definition of “economic sectors of strategic importance”.

The Law of the RK, 7 August 2007 introduced a definition of “strategic assets” in Art. 193–1, para. 
1 of the Civil Code of the RK, according to which strategic assets shall be the property of social 
and economic significance for the sustainable development of Kazakhstan’s society, where 
the ownership and use and/or disposal of such property will influence the national security of 
Kazakhstan

Attention has recently been paid to promoting the mechanism of state regulation in respect 
of the local content in subsoil use projects. Currently, Kazakhstan’s regulatory framework in 
respect of the local content includes: The Laws of the RK on Subsoil and Subsoil Use, 24 June 
2010, on Government Procurement, 21 July 2007, on concession, 7 July 2006 and Decree of 
the President, 27 January 2009, and on several issues relating to the local content in the goods, 
works and services procurement by organizations and government bodies.



59

At present, the Law on Subsoil and Subsoil Use, as amended, legally establishes the requirement 
for obligatory use by subsoil users of goods, works and services produced/provided in 
Kazakhstan, subject to their compliance with standards, project requirements and legislation 
of the Republic on technical regulation. Also, it is an established requirement for organizers 
of competitions on procurement of goods, works and services when selecting a winner, to 
conditionally apply a 20% reduction in the bid price for Kazakh manufacturers.

Moreover 20 September 2010 by the Government Decree is approved common methodology 
of the local content calculation on procurement of goods, works and services where provided 
the local content calculation mechanism.

The laws and regulatory framework on specific sectors (oil, gas, power, nuclear energy, and so 
forth) are discussed in more detail in subsequent sections.

The most important laws in the energy sector are as follows (changes and additions are 
applicable until 6 March 2012):

•	 	Law	of	RK,	24	June	2010,	on	Subsoil	and	Subsoil	Use	No.	291-IV	(with	last	amendments	and	
additions made, 20 February 2012); 

•	 Law	of	RK,	9	January	2012	No.	532-IV,	on	Gas	and	Gas	Supply;	

•	 Law	of	RK,	22	June	2012	No.	20-V	on	main	pipelines;

•	 	Law	of	 RK,	 20	 July	 2011	No.	 463-IV,	 on	 State	 Regulation	 of	 Production	 and	Turnover	 of	
Certain Oil Products (with last amendments made, 12 January 2012);

•	 	Law	of	RK,	2	May	2011	No.	433-IV,	on	Ratification	of	the	Agreement	on	the	Procedure	for	
Organization, Operation, Functioning and Development of Common Oil and Oil Product 
Markets of the Republic of Belarus, Republic of Kazakhstan and the Russian Federation;

•	 	Law	of	RK,	9	July	2004	No.	588-II,	on	Electricity	(with	last	amendments	and	additions	made,	
22 July 2011);

•	 	Law	of	RK,	4	July	2009	No.	165-IV,	on	Support	to	Use	of	RES	(with	last	amendments	and	
additions made, 15 July 2011); 

•	 	Law	of	RK	of	25	December	1997	No.	210-I,	on	Energy	Saving	(with	last	amendments	and	
additions made, 5 July 2011);

•	 	Law	of	RK	of	14	April	1997	No.	93-I,	on	Use	of	Nuclear	Energy	(with	last	amendments	and	
additions made, 6 January 2011);

•	 	Law	of	RK,	8	January	2003	No.	373-II,	on	Investments	(with	last	amendments	and	additions	
made, 20 February 2012);

•	 	Code	 of	 RK,	 10	December	 2008	No.	 99-IV,	 on	Taxes	 and	Other	Obligatory	 Payments	 to	
Budget (tax code) (with last amendments and additions made, 17 February 2012); 

•	 	Law	of	RK,	13	May	2003	No.	415-II,	on	Joint-Stock	Companies	(with	last	amendments	and	
additions made, 1 February 2012); 

•	 Law	of	RK	of	1	February	2012	No.	550-IV,	on	National	Wealth	Fund;

•	 	Law	of	RK,	9	July	1998	No.	272-I,	on	Natural	Monopolies	and	Regulated	Markets	(with	last	
amendments and additions made on 1 February 2012);

LEGAL FRAMEWORK FOR INVESTMENTS



60

Investment Climate and Market Structure Review in the Energy Sector of Kazakhstan | 2013

•	 	Law	of	 RK,	 25	December	 2008	No.	 112-IV,	 on	Competition	 (with	 last	 amendments	 and	
additions made, 5 July 2011);

•	 	Law	of	RK,	3	April	2002	No.	314-II,	on	 Industrial	Safety	at	Hazardous	Production	Facilities	
(with last amendments and additions made, 6 January 2012);

•	 	Code	of	RK,	9	January	2007	No.	212-III,	Ecological	Code	of	the	RK	(with	last	amendments	
and additions made, 25 January 2012);

•	 	Land	Code,	RK,	20	 June	2003	No.	442-II	 (with	 last	amendments	and	additions	made,	15	
February 2012);

•	 	Decree	 of	 RK	 President,	 19	March	 2010	 No.	 958,	 on	 the	 State	 Program	 for	 Accelerated	
Industrial and Innovative Development of RK for 2010–2014 and Recognition as Void of 
Certain Decrees of the President of RK;

•	 	Code	of	RK,	30	June	2010	No.	296-IV,	on	Customs	Procedures	in	RK	(Customs	Code)	(with	
last amendments and additions made, 12 January 2012);

•	 	Law	of	 RK,	 21	 July	 2007	No.	 303-III,	 on	Public	 Procurement	 (with	 last	 amendments	 and	
additions made, 17 February 2012).

Brief information on participation in international organizations
As of December 2011, Kazakhstan maintained diplomatic relations with 139 countries of the 
world. The Republic signed bilateral agreements on promotion and mutual protection of 
investments with about 45 countries (the list in attached).

Kazakhstan is an active member of many international organizations, including UN (March 
1992); organization for security and cooperation in Europe (OSCE) (January 1992); Shanghai 
cooperation organization (SCO) (June 2001); organization of Islamic cooperation (OIC) (1995); 
collective security treaty organization (CSTO) (May 1992); commonwealth of independent 
states (CIS) (1992); Energy Charter (April 1998); Customs Union (2010); CES (2012).

Since December 2001, Kazakhstan has been a member of the following organizations: The 
international monetary fund (IMF); international bank for reconstruction and development 
(IBRD); international finance corporation (IFC); international development association (IDA); 
international assoc. for hydro-environment engineering/research (IAHR); international 
council of societies of industrial design (ICSID); European bank for reconstruction and 
development (EBRD); Asian development bank (ADB); and Inter-American development 
bank (IDB). 

Since 1992, Kazakhstan has been a member of the World Bank; WHO; United Nations Educational 
Scientific and Cultural Organization (UNESCO); and United Nations Children’s Fund (UNICEF).

Kazakhstan ratified many international conventions, including the ECT (1998), Kyoto Protocol 
(2009) and the New York Convention on the Recognition and Enforcement of Foreign Arbitral 
Awards (1995).
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Kazakhstan's obligations under relevant international agreements

Energy Charter Treaty (ECT)
Kazakhstan is a contracting party to the ECT, which establishes a multilateral legal framework 
for cross-border energy cooperation. It covers energy trade, investment, and transit in a 
comprehensive manner. It also deals with the issue of energy efficiency, including binding 
dispute resolution procedures. The basic elements of the ECT are the following:

-  Investment protection (by granting investors non-discriminatory treatment – national 
treatment and the ‘most-favored nation treatment’ in relation to taxes and duties and 
compensation in case of expropriation and other losses, and free transfer of capital);

- Trade in energy, energy products and energy-related equipment, based on the WTO rules;

- Freedom of energy transit;

- Improvement of energy efficiency;

-  International dispute settlement, including investor-state arbitration and interstate 
arbitration;

- Improved legal transparency.

Further to these key elements, the ECT contains commitments on government cooperation; 
for instance, with regard to transfer of technology, opening of financial markets, and relevant 
competition rules.

Under the ECT, Kazakhstan has faced a number of investor-state disputes13, some of which 
include arbitration cases: 

-  Liman Caspian Oil B.V. (the Netherlands) and NCL Dutch Investment B.V. (the Netherlands) 
v. Kazakhstan Republic 

- AES Corporation and Tau Power B. v. (the Netherlands) v. Kazakhstan

- Ascom S.A. (Moldova) v. Kazakhstan

- Türkiye Petrolleri Anonim Ortaklığı (Turkey) v. Kazakhstan

Convention on the recognition and enforcement of foreign arbitral awards
Kazakhstan is a contracting state to the Convention on the Recognition and Enforcement of 
Foreign Arbitral Awards, which is one of the key instruments in international arbitration. The 
Convention applies to the recognition and enforcement of foreign arbitral awards and to the 
referral by a court for arbitration.
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The two basic actions proposed by the New York Convention are the recognition and 
enforcement of foreign arbitral awards and the referral by a court for arbitration.

The first action is the recognition and enforcement of foreign arbitral awards, i.e. arbitral 
awards made in the territory of another (contracting) state. The general obligation is for the 
contracting states to recognize such awards as binding and to enforce them in accordance 
with their rules of procedure as laid down in the Convention.

The second action contemplated by the New York Convention is the referral by a court for 
arbitration. The Convention provides that a court of a contracting state, when seized of a matter 
in respect of which of the parties have made an arbitration agreement, must, at the request of 
one of the parties, refer them to arbitration (unless the arbitration agreement is invalid).

World trade organization (WTO)
The process of Kazakhstan accession to WTO started, 26 January 1996, when Kazakhstan 
officially applied to the Secretariat of WTO. In February 1996, Kazakhstan received the status of 
a WTO observer country. At the same time a working group for Kazakhstan WTO accession was 
set up, which currently includes 40 countries. The main trade partners of Kazakhstan include: 
the USA, ЕС, Canada, Japan, Australia, Switzerland, China, Republic of Korea.

In 1996–2003, a multiplicity of information and necessary documents required for accession 
to WTO were submitted to the Secretariat of WTO. In 2003, Kazakhstan completed the 
informatory period of WTO accession and entered an active phase of negotiations with the 
working group countries for the purposes of defining WTO membership conditions. To date, 
bilateral negotiations have been completed with 27 countries, including the USA and the EU. 
Kazakhstan had plans to become a WTO member by the end of 2012.

In the preparations for WTO accession, Kazakhstan had its legislation in conformity with all 
the necessary requirements. In 2011, significant progress was achieved in negotiations on 
Kazakhstan’s WTO accession.

WTO membership is regarded as the main factor for improving the access of Kazakh goods 
to international markets, boosting goods’ competitiveness, the development of domestic 
business, increase in investments and the stabilization of economic growth. Currently, 135 
WTO member countries are trade partners of Kazakhstan.

Exceptions to national treatment
List of exceptions is provided in Annex 3.
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Institutional structure of energy sector
The fuel and energy complex is of key importance for Kazakh’s economy and currently is the 
most influential factor for sustainable socio-economic development and integration of the 
country into the global economy. This scheme includes oil, gas, coal, electricity and nuclear 
industries.

The Ministry of Oil and Gas of the Kazakhstan Republic is the central executive body responsible 
for developing Kazakh state policy, coordinating the management process in the oil and gas 
and petrochemical sectors and in transportation of hydrocarbon materials. 

The Ministry of Industry and Innovative Technologies of the Kazakhstan Republic is the central 
executive body in the electricity, coal and nuclear power sectors.

The Ministry of Economic Development and Trade of the Kazakhstan Republic is the main 
executive body responsible for economic development, public investments, economic 
relations, foreign investments, sustainable development and promotion of entrepreneurship.

The Ministry of Emergency Situations of the Kazakhstan Republic is responsible for state 
regulation in the sphere of industrial safety. The Ministry is the central executive and 
authorized body in the sphere of industrial safety, safe operation of hazardous production 
facilities, including design, construction, operation, temporary shutdown and liquidation of oil 
operation projects, pipeline and pressure-operated equipment.

The Sovereign Wealth Fund Samruk-Kazyna JSC (Fund) – a holding company for management 
of Kazakhstan’s State assets, under control of the government, was established for the 
purposes of improving competitiveness and sustainability of the national economy. The Fund 
was established by merger of two joint-stock companies Kazyna Sustainable Development 
Fund and Kazakhstan Holding for the Management of State Assets Samruk, in accordance 
with Decree of the President of the Kazakhstan Republic, 13 October 2008 No. 669. The 
Fund is a shareholder of almost all national development institutes and national companies, 
which own strategic assets of the Kazakhstan Republic; it encompasses all investment and 
innovative development institutions (Bank for Development of Kazakhstan, Investment Fund 
of Kazakhstan, National Innovation Fund, Damu Fund, KazInvest, etc.). It holds interests in the 
major banks (BTA Bank, Alliance Bank, Temirbank), national companies JSC NC KazMunayGas, 
JSC KEGOC JSC Samruk Energy, JSC KOREM, JSC Kazatomprom, National Mining Company Tau-
Ken Samruk, JSC National Company Kazakhstan Engineering, JSC Kazakh Research Institute of 
Energy named after academician Sh. Ch. Chokin, and others.

JSC National Company KazMunayGas (KMG) – an integrated oil and gas company, activities of 
which are aimed at the maximization of benefits for the Kazakhstan Republic from participation 
in oil and gas sector development. KMG ensures protection of state interests in the oil and gas 
sector; establishment of subsoil use management systems; and it participates in all production 
cycles of the Kazakh oil and gas sector (exploration, development, refining, transportation, 
distribution and servicing).

Joint-stock company KEGOC KEGOC is a system operator of the Unified Power System of 
the Kazakhstan Republic. Main activities of KEGOC, inter alia, include services on electricity 
transmission through the National Power Grid, providing its technical servicing and 
maintaining its operational availability; the technical dispatching by the centralized dispatching 
management of operation modes of the Unified Power System of the Kazakhstan Republic. 
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JSC Samruk Energy – a multi-sectoral energy holding, a member of JSC SWF Samruk-Kazyna 
group of companies. Main activities of the Group (19 companies) are generation of power and 
heat, transmission and distribution of power, coal mining, as well as rehabilitation, expansion 
and construction of power facilities.

The National Atomic Company Kazatomprom is the National Operator of the Kazakhstan 
Republic for import and export of uranium, rare metals, nuclear fuel for nuclear power plants, 
special equipment, technologies and dual-purpose materials. Kazatomprom is one of the 
world's leading uranium mining companies.

Kazakhstan Agency for Regulation of Natural Monopolies (Agency) is the central executive 
body, not included in the government’s structure, which performs management functions in 
respect of natural monopolies and regulated markets (the most important markets are power 
and heat, oil products and gas, oil transportation), as well as control and regulation of power 
generation and distribution companies in accordance with the Law of RK on Electricity.

The National Fund of the Republic of Kazakhstan is a state fund of the Kazakhstan Republic, 
which comprises financial assets accumulated in the Kazakhstan’s Government account with 
the National Bank of Kazakhstan. The National Fund accumulates the major part of oil revenues. 
The Fund was one of the first to be established in the post-Soviet period following the Decree 
of the President of the Kazakhstan Republic, 23 August 2000 No. 402. The goals of the Fund 
include: Providing for stable social and economic development of Kazakhstan, accumulating 
financial resources for future generations, reducing the vulnerability of the economy to 
adverse external impacts, and decreasing republican and local budgetary dependence on 
global prices.

Supply and demand
Kazakhstan may cover its fuel and energy requirements in full from its own natural resources. 
The Republic extracts and exports fuel and energy resources, including coal, oil, power, hydro 
resources, shale, ores and metals. At the same time, Kazakhstan imports some electricity 
(through the interconnected power system of Central Asia) and oil (supplies to Pavlodar 
refinery) because of geographical specifics of transport infrastructure. In 2011, the fuel and 
energy combination demonstrated that the import of fuel and energy comprised 4.4% of the 
total resources14.

Reserves 
Kazakhstan is ranked 13th in the world15 in proven recoverable oil reserves and gas condensate, 
15th – in natural gas and 26th – in production of hydrocarbons. Total proven hydrocarbon 
reserves in Kazakhstan are estimated at 5.5 billion tons (39.8 billion barrels), total proven 
recoverable oil reserves – 4.8 billion tons, or 3.2% of the total global oil reserves. Probable oil 
reserves exceed 17 billion tons (124.3 billion barrels). 

14 Statistical Agency of Kazakhstan, Statistical digest: The fuel and energy mix of Kazakhstan: 2007–2011.
15 Source: JSC NC KazMunayGas.
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In Kazakhstan there are 172 oil and 42 gas condensate fields, more than 80 of these are currently 
being developed. Oil and gas fields in Kazakhstan occupy 62% territory of the country. Main 
oil reserves in Kazakhstan (over 90%) are concentrated in 15 major fields – Tengiz, Kashagan, 
Karachaganak, Uzen, Zhetybay, Zhanazhol, Kalamkas, Kenkiyak, Karazhanbas, Kumkol, North 
Buzachi, Alibekmola, Central and East Prorva, Kenbay and Korolevskoye. Half of reserves are 
located in Kashagan and Tengiz oil fields. Karachaganak field holds the major part of the total 
free gas reserves (about 60%) and gas condensate (about 80%).

Production
In general, the dynamics of the fuel and energy resource production in the country are positive. 
The ratio of fuel production to energy resources in Kazakhstan is 89.7%.

Figure 9: Main hydrocarbon deposits in Kazakhstan

Source: JSC NC KazMunayGasLegend: Main hydrocarbon deposits  |  Deposits of JSC NC KazMunayGas
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Distribution
In 2010, domestic consumption totaled 175,598.400 tons of reference fuel, or 54.2% of the 
total fuel and energy resources, including 29.7% for conversion into other types of energy and 
70.3% – for production and technology and other purposes. Mineral resources amounted to 
71.2% of the total fuel and energy mix: Oil including gas condensate (47.9%), coal (33.5%) and 
natural gas (18.5%).

Figure 10: Fuel and energy resource production, Mt of reference fuel

Source: Statistical Agency of Kazakhstan
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Consumption 
In 2010, total consumption in Kazakhstan was 50.2 Mt of oil equivalent (Mtoe), or 0.4%16 of 
the global consumption. Total primary energy consumption in Kazakhstan in 2000–2011 is 
presented in Figure 12.

Figure 13 shows the changes in consumption for fuel types (2010–2011). The energy balance 
of Kazakhstan is dominated by coal (more than 50% of demand for primary energy). Structure 
of fuel type consumption has been more or less stable in the last years.

Figure 12: Primary energy consumption in 2000–2011, Mtoe

Source: BP Statistical Review of World Energy, June 2012
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Currently, the major part of fuel and energy resources is used up directly as fuel. Losses of fuel 
in processing, storage and transportation are significant and comprise on average about 2.5%, 
including gas – about 0.5%, oil – about 0.8%, coal – about 1%. Power losses are the highest 
(about 8%)17.

Energy consumption by sector
Primary energy supplies in Kazakhstan are diversified by fuel. The structure of energy 
consumption (2011) by energy product shows the decrease in the share of coal from 63% in 
2010 to 60% in 2011. The share of oil in energy consumption is the second largest and in 2011 
it exceeded 20%. Per capita energy consumption in Kazakhstan is about 5,000 kWh per year.

The industry sector is the main consumer of energy in Kazakhstan and is represented mainly by 
heavy and manufacturing industries. Main consumers of heat are the ferrous and non-ferrous-
metal industries, which are responsible for the high energy intensity of the Kazakh economy.

Kazakhstan ranks second in the world in terms of an economy’s energy-intensity (energy 
consumption per unit of GDP). In 2011, energy intensity of Kazakh’s economy was decreased 
in comparison with 2010, from 1.82 to 1.73 toe/USD. However, in the UK and Japan it was – 0.1 
toe/ USD. On one hand, this is the result of an economy structure which is based mainly on 
intensive energy production and energy intensive manufacturing industries; on the other hand, 
there is an important requirement for equipment modernization in sectors of the economy. 
Kazakhstan has plans to decrease its energy-intensity level by 10% in 2015 and 25% in 2025.

Energy prices and tariff setting policy 
Tariffs for delivery and supply of energy are regulated in accordance with Kazakh’s legislation 
on Natural Monopolies. In May 2005, the Concept of Tariff Policy Development in the sphere 
of Natural Monopolies was adopted (Resolution of the RK Government, 13 May 2005 No. 455).

Natural monopoly entities in Kazakhstan include organizations, which provide services to 
consumers (population) in transportation of oil, gas and in the transmission of electricity.

17 Statistical Agency of Kazakhstan, Report Energy Resources of the World and Kazakhstan, 2010.

Figure 14: Final consumption by energy product, %

Source: BP Statistical Review of World Energy June 2012
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All companies included in Table 2 are, directly or through national companies, included in 
JSC SWF Samruk-Kazyna group companies, 100% interest of which belong to the Kazakhstan 
Government. 

All power supply services provided for populations are based on model contracts and tariffs 
approved by the authorized government body (AREM RK). AREM RK also approves methods of 
tariff setting for services (goods, works) provided by natural monopoly entities.

In accordance with the Law of RK on Natural Monopolies, tariffs (prices, fee rates) and their 
maximum levels in respect to regulated services (goods, works) provided by natural monopoly 
entities, and approved by authorized government bodies, shall not be below the cost of 

Source: Authorized government body - Agency of the Republic of Kazakhstan for regulation of natural monopolies (AREM RK)

Natural monopoly entity Regulated services (goods, works)

JSC Kazakhstan Electricity Grid Operating 
Company KEGOC

• transmission of electricity
•  technical dispatching of electricity to the grid and dispatching of electricity 

consumption
• arranging the balancing of electricity generation and consumption

JSC Intergas Central Asia • storage of natural gas
• gas transportation by transmission pipelines
• transmission and distribution of electricity
• transmission and distribution of heat
• water supply by distribution networks

JSC KazTransOil • oil transportation by transmission pipelines
• operation services based on unified routing
• oil pumping by transmission pipeline
• oil discharge from rail tank cars
• oil loading into rail tank cars
• oil loading into tankers
• oil discharge from tank trucks
• oil loading into tank trucks
• storage of oil
• oil transfer
• oil compounding
• natural gas transportation by distribution pipelines to consumers in Kazakhstan
• transmission and distribution of electricity
• generation, transportation and distribution of heat
• water supply by transmission pipeline
• water supply by distribution networks
• disposal of sewage

Kazakhstan-China Pipeline LLP oil transfer by transmission pipeline

JSC North-West Pipeline Company MunaiTas oil transfer by transmission pipeline

JSC Almaty Power Plants production of heat and electricity

JSC KazTransGaz Aimak natural gas transportation by distribution pipelines to consumers in Kazakhstan 

Table 2: Natural monopoly entities in Kazakh energy sector 
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regulated services (goods, works) and shall ensure profit for the efficient operation of services 
by natural monopoly entities. 

Electricity
Electricity tariffs differ by regions. Differentiated electricity tariffs applied by AlmatyEnergoSbyt 
LLP vary, depending on the time of day and/or level of consumption by households.

Tariffs for electricity transportation and distribution and dispatching services are presented below.

Source: Kazakhstan Agency for Regulation of Natural Monopolies

Electricity tariffs set depending on the level of consumption by households, KZT/ kWh (with VAT) – in Almaty.

For consumers using electric stoves 
Within set limits (115 kWh /per capita/month)

11.40

For consumers not using electric stoves
Within set limits (90 kWh / per capita/month)

11.40

Above set limits on electricity consumption, KZT / kWh (with VAT) 14.81

Electricity tariffs set depending on the time of day, KZT / kWh (with VAT).

For households

Day tariff (from 7.00 to 23.00) 15.725

Night tariff (from 23.00 to 7.00) 3.38

For legal entities

Day tariff (from 7.00 to 19.00) 12.34

Peak tariff (from 19.00 to 23.00) 25.26

Night tariff (from 23.00 to 7.00) 3.38

Table 3: ariffs for electricity as of 1 February 2011 

Source: Kazakhstan Agency for Regulation of Natural Monopolies

Name Regulated service type Tariff, KZT/ kWh, without VAT

JSC Kazakhstan Electricity Grid 
Operating Company KEGOC

transmission of electricity 0.953

arranging the balancing 
requirements for electricity 
generation and consumption 

0.032

technical dispatching of electricity to 
the grid and dispatching of electricity 
consumption 

0.118

Table 4: Tariffs for natural monopoly entities’ services

DEMAND AND SUPPLY IN ENERGY SECTOR
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In March 2010, amendments to the Law of the RK on Natural Monopolies and Regulated 
Markets were introduced in respect of tariff setting by regional power grid companies based on 
benchmarking (comparative analysis). The law provides for tariff setting by regional power grid 
companies with the use of benchmarking to be adopted from 2013.

Heat 
Currently, heating companies set tariffs based on the amount of heat per 1 m². The government 
developed a program for installation of heat meters for all consumers.

Natural gas
Gas prices for households differ depending on areas of consumption. Gas prices vary significantly 
from KZT 2,500 per thousand cubic meters (about EUR 12) to KZT 19,500 per thousand cubic 
meters (about EUR 100). Detailed information on prices for Kazakh consumers by region is 
attached in Annexes hereto.

Oil
Oil market prices in Kazakhstan are determined on the basis of three reference oil brands: Brent dtd 
[Brent dated] (North Sea), Ural (REBKO) and CTC Blend. Price for Urals (REBKO) is calculated based 
on quotation of Brent North Sea of (published by Platts) and CIF Augusta (Urals Mediterranean) or 
CIF Rotterdam (Urals North-West Europe). Differences in the calculation of differentials depend on 
the oil delivery port. Kazakh oil prices calculations are based on Urals Mediterranean reference oil.

Source: Kazakhstan Agency for Regulation of Natural Monopolies

Astana Almaty Aktau Atyrau Aktobe Karaganda Kostanay Kyzylorda

Heat/ sq. m 69.74 111.15 47.08 95.79 62.34 67.04 105.69 66.34

Kokshetau Oral Oskemen Pavlodar Petropavl. Taraz  Taldykorgan  Shymkent

Heat/ sq. m 77.81 85.49 42.8 52.86/53.50 81.23 69.63 34.98 86.63

Table 5: Heat tariffs for households, as of 12 April 2012

Source: Argus Caspian Market – weekly review of oil and oil products markets in Caspian and Central Asia, Vol. IV, No.50 of 28 December 2011

Oil brand USD/b Barrel - tons conversion rate Price CIF differential

Brent DTD 107.56 –

Urals Mediterranean 107.76 0.20

CPC Blend 7.77 108.16 0.60

Tengiz 7.92 108.36 0.80

Kumkol 7.62 109.56 2

Kumkol China (DAF Alashankou) 7.62 100.86 -6.70

BTC blend 7.44 111.71 4.15

Table 6: Oil brands and prices for Kazakhstan’s oil
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Oil products
In accordance with the protocol of the extended meeting of the working group for provision of 
the domestic market with oil products and on the pricing mechanism for gasoline and oil, prices 
for AI-92/93, AI-80 gasoline and diesel from August to December 2011 and in January 2012 have 
remained stable as follows:

Source: Ministry of Oil and Gas of RK

Product name Price14 March 2012 Price14 December 2012

• AI -92/93 gasoline ≤ 106.0 KZT/l; ≤ 109.7 KZT/l;

• AI -80 gasoline ≤ 86.0 KZT/l; ≤ 88.6 KZT/l;

• diesel fuel ≤ 90.0 KZT/l. ≤ 93.6 KZT/l.

Retail prices for oil products as of:

DEMAND AND SUPPLY IN ENERGY SECTOR
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Oil sector

Upstream 
The main oil deposits in Kazakhstan (over 90%) are concentrated in 15 major fields – Tengiz, 
Kashagan, Karachaganak, Uzen, Zhetybay, Zhanazhol, Kalamkas, Kenkiyak, Karazhanbas, 
Kumkol, North Buzachi, Alibekmola, Central and East Prorva, Kenbay and Korolevskoye; half of 
all deposits are in two large oil fields: Kashagan and Tengiz.

Currently, operations in the oil and gas sectors are carried out under more than 250 contracts 
for subsoil use. Kazakhstan implements further modernization of the oil and gas complex of 
the country; it forecasts and explores promising deposits of oil and gas, and promotes the 
exploration, development and organization of these complexes. 

In 2011, production of oil and gas condensate reached 80.1 Mt, or 100.5% compared to 2010; 
export of oil and gas condensate was 71.1 Mt, or 99.6% by 2010. In accordance with the 
Strategic Plan of the Ministry of Oil and Gas of the RK for 2011–2015, production of oil and 
gas condensate in 2012 is expected at 81 Mt, oil export – about 70 Mt. It is expected that in 
2012 refineries will have processed about 13 Mt of crude oil. Data on production and export 
of oil and gas condensate for the period from 2003 and forecast period to 2020 is presented 
in Figure 15.

Major oil and gas projects 
Currently operated key projects that are aimed at increasing the annual oil production in 
Kazakhstan are as follows: Karachaganak, Tengiz, other projects of exploration of the Kazakh 
Kazakhstan’s Caspian Shelf, and one of the world‘s largest, the Kashagan field, which is now 
being prepared for development. 

Figure 15: Production and export of oil and gas condensate, Mt per year

Source: Data of JSC NC KazMunayGas
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The most important major developments currently implemented in the oil and gas sector are 
the Second Generation Project and the introduction of the Sour Gas Injection Project at the 
Tengiz field. Implementation of these projects will allow increasing oil production at the Tengiz 
field from 13 Mt to 17–18 Mt per year.

Tengiz field
The Tengiz field was discovered in 1979. Recoverable reserves of crude oil are estimated at 
0.8–1.2 billion tons (or 6–9 billion barrels). Since 1993 TengizChevroil LLP (TCO), owned by 
foreign and national investors, has operated the Tengiz field.

In 2010, TengizChevroil LLP extracted 25.91 Mt of oil, or 15% more, on a year-on-year basis. 
According to the Ministry of Oil and Gas, the company is developing a project for extension of 
the Tengiz field, which would allow for a production increase by 12 Mt per year.

Kashagan field
The Kashagan field was discovered in 2000. The balance for oil reserves of the field is estimated 
at 5,448 billion tons (40.86 billion barrels), including 1,694 billion tons (12.7 billion barrels) of 
potentially recoverable reserves. 

The owners of the field will continue exploring other potentials at the contractual block in 
accordance with North Caspian Production Sharing Agreement. The North Caspian Operating 
Company, owned by foreign and national investors, is currently the operator of the project.

Total investments in the Kashagan Project are USD 136 billion. Commercial production started 
at Stage I. in January 2009, and a new consortium was established as the project operator – the 
North Caspian Operating Company.

Figure 16: Shareholders of TengizChevroil LLP

Source: official website of TengizChevroil LLP
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The Italian company Eni will be responsible for completion of the testing stage (Stage I) of the 
project until the production stage. At Stage II of the project, postponed to 2018–2019, project 
management responsibilities of the shareholders will be allocated as follows: Royal Dutch Shell 
plc – offshore complex; Eni – onshore facilities; Exxon Mobil – drilling.

Now Ministry of oil and gas is considering possibility of buying the Conoco Philips share in 
Kashagan project.

Karachaganak field
The estimated recoverable reserves of the Karachaganak field developed by Karachaganak 
Petroleum Operating B.V. (KPO) (a joint venture established by several western companies 
headed by BG Group and Eni) are 1.2 billion tons (9 billion barrels) of oil and gas condensate 
and 1.35 trillion cubic meters of natural gas. In 2010, the company produced 11.39 Mt of oil. 
At present, the share of the Karachaganak field is 49% of the total gas and 18% of the total oil 
production in Kazakhstan.

At the end of 2011, Kazakhstan closed the deal of acquiring 10% interest in the Karachaganak 
Project. Signed, 14 December 2011, the agreement on settlement between the government 
of the RK, Ministry of Oil and Gas and “Agip Karachaganak B.V.”, “ENI S.P.A.”, “BG Karachaganak 
Limited”, “BG Group PLC.”, “Chevron International Petroleum Company”, “Texaco Inc.”, “Lukoil 
Overseas Karachaganak B.V.”, OJSC “Oil company “Lukoil”, “Karachaganak Petroleum Operating 
B.V.” came into force, 30 July 2012. As a result, KazMunaiGas on behalf of the RK Government 
received 10% interest in the Karachaganak Project.

Prior to the transfer of 10% interest to Kazakhstan, the Karachaganak Petroleum Operating 
Group’s ownership structure was as follows: British BG Group – 32.5%, Italian Eni SpA – 32.5%, 
Chevron – 20% and Lukoil – 15%. 

Once the agreement has become effective, the ownership structure will be as follows:

Figure 17: Shareholders of Kashagan project, %

Source: official website of NCOC
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Oil storage
Currently, there are three terminals operated in the main export port of Kazakhstan, Aktau. 
These terminals provide for oil storage, discharge from tank cars and loading into tankers:

•	 JSC	KazTransOil	(КТО);

•	 Artis	Overseas	S.A.	Kazakhstan	LLP;	

•	 TERMINALEX	LLP.	

JSC KazTransOil.	 Storage	capacity	of	КТО	 terminal	 (RSE	Aktau)	 totals	140,000	cubic	meters,	
including a tank battery with two vertical reservoirs of 20,000 cubic meters, 20 reservoirs of 
5,000 cubic meters and a railroad discharge jetty designed to service simultaneously 84 rail 
tank	cars.	КТО’s	transfer	capacities	at	terminals	No.	4,	5,	8,	9	and	10	of	Aktau	port	are	estimated	
at	8.5	Mt	per	year.	КТО	has	its	own	supply	lines	at	the	terminals	and,	therefore,	provides	services	
of oil loading into tankers only at Aktau port terminals.

Artis Overseas S.A. Kazakhstan LLP’s capacities total 55,000 tons, to include 5,000 tons of 
light oil products. The company has a discharge jetty for servicing simultaneously 39 rail tank 
cars (four trains a day); about 700 rail tank cars are equipped with steam jackets. Oil transfer 
capacities of Artis Overseas S.A. Kazakhstan LLP through terminal No.8 of Aktau port are about 
120,000–150,000 tons monthly. Artis Overseas S.A. Kazakhstan LLP has its own supply lines at 
terminals No. 4, 5, 8 of Aktau port.

TERMINALEX LLP. Storage capacity of the terminal is 60,000 cubic meters, its tank battery 
includes four vertical reservoirs of 10,000 cubic meters and four reservoirs of 5,000 cubic meters 
each. Because the company does not have its own infrastructure at terminals, oil loading is 
carried through the system of Artis Overseas S.A. Kazakhstan LLP. Oil transfer capacities of 
TERMINALEX	LLP	through	terminal	No.	4,	5	of	Aktau	port	are	about	200,000	tons	monthly.

Figure 18: Shareholders of Karachaganak petroleum operating group (KPO)*

Source: www.zakon.kz
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In addition, JSC KazTransOil has a number of tank batteries directly at oil fields, making the total 
capacity 1 mcm. [million cu meters] Subsoil users in various regions of Kazakhstan have small 
tank batteries at their oil fields.

Infrastructure of crude oil supplies
The transmission pipeline system in Kazakhstan was constructed during the Soviet Era as a 
single complex. Thus, the main elements of the system were maintained and operated by 
the former USSR countries. After the disintegration of the USSR, the oil pipeline system was 
divided into parts by the borders and boundaries of new independent states. In each country, 

Source: JSC NC KazMunayGas

Terminal Capacity, Mt per year

KazTransOil 8.5

ARTIS 1.1

TERMINALEX 2.4

Total 12

Table 7: Total maximum capacity of Aktau port terminals

Figure 19: Oil loading terminals in Aktau port

Source: JSC NC KazMunayGas
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including Kazakhstan, independent legal entities were established as subsoil users and owners 
of pipeline systems.

During the years of independence, Kazakhstan applied much effort to develop the oil 
transmission pipeline system in order to improve competitiveness and reliability of the existing 
system; the country also concentrated on constructing new capacities for oil transportation 
and transfer, as well as for creating the required contractual framework for oil transit through 
the territories of transit countries.

During this period the following works were carried out:

•	 	Expansion	of	the	capacities	of	Atyrau-Samara	oil	pipeline	and	Aktau	port	and	a	number	of	
rail terminals for oil discharge and loading; 

•	 	Operation	of	new	oil	pipelines,	including	the	export	pipelines:	Caspian	Pipeline	Consortium	
(CPC) and Atasu-Alashankou; and internal pipelines: Kenkiyak-Atyrau, Kenkiyak-Kumkol, 
Alibekmola-Kenkiyak, North Buzachi – Karazhanbas (total length is about 4,000 km.).

Currently, Kazakhstan exports about 80–90% of oil and gas condensate produced annually to 
world markets by the following main export routes:

•	 CPC	oil	pipeline;

•	 Atyrau-Samara	oil	pipeline;	

•	 Atasu-Alashankou	oil	pipeline;	

•	 Tankers	through	Aktau	port;	

•	 Rail	transport.

Figure 20: Kazakh oil export by route in 2011, Mt

Source: Data of JSC NC KazMunayGas
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Main oil export routes

CPC oil pipeline
Commissioning of the Tengiz-Novorossiisk oil pipeline of the Caspian Pipeline Consortium 
(CPC) in 2001 had a noticeable development in Kazakhstan’s oil industry. CPC oil pipeline (total 
length - 1,510 km) connects Tengiz oil field and oil terminal Yuzhnaya Ozerevka at the Back Sea 
(near Novorossiysk Port). Since the start of operations (in 2001) the oil pipeline transported 
about 300 Mt, including over 240 Mt of Kazakh oil, in 2011 – 31.8 Mt (Kazakh oil – 28.5 Mt). 
CPC shareholders are: The RF Government (OJSC Transneft) – 24%, the RK Government (JSC NC 
KazMunayGas) – 19%, CPC Company (RF) – 7%; and producing companies: Chevron Caspian 
Pipeline Consortium Co. – 15%, LUKARCO B.V. – 12.5%, Mobil Caspian Pipeline Company – 
7.5%, Rosneft-Shell Caspian Ventures Limited – 7.5%, ENI International (NA) NV S.ar. l. – 2%, BG 
Overseas Holding Limited – 2%, Kazakhstan Pipeline Ventures LLC – 1,75% and Oryx Caspian 
Pipeline LLC – 1.75%.18 

On 15 December 2010, shareholders of CPC decided by unilateral vote on investing in a CPC 
expansion project. The project for CPC expansion provided an increase in the CPC oil pipeline 
capacity to as much as 67 Mt of oil per year (Kazakh oil – 52.5 Mt per year). On 1 July 2011, 
the construction under the CPC expansion project was launched in Atyrau. In late September 
2011, construction and assembly works commenced at the Kazakh section of CPC. The project 
will be implemented in three stages and completed in 2015.

Figure 21: Oil export routes 

Source: JSC NC KazMunayGas

18 Official website of JSC NC KazMunayGas
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Atyrau-Samara oil pipeline
The Atyrau-Samara oil pipeline was one of the major export pipelines constructed during the 
Soviet Era. This oil pipeline transports Kazakh oil through the Transneft system to the ports of 
Odessa, Primorks, Novorossiisk and through Druzhba pipeline to markets of Northern, Central 
and Eastern Europe. The oil pipeline connects Uzen field and Atyrau refinery and extends 
further to the Samara or Transneft oil pipeline system.

The length of the Uzen-Atyrau-Samara oil pipeline exceeds 1,380 km, including 1,232 km in 
Kazakhstan. Currently, its annual capacity is about 15 Mt per year, and subject to the use of 
antiturbulent additives, the oil pipeline capacity may increase to 17.5 Mt of oil. In 2011, the 
pipeline transported 15.4 Mt of oil.

JSC KazTransOil, a 100% subsidiary of JSC NC KazMunayGas, owns and operates the oil pipeline. 
JSC KazTransOil is a natural monopoly and provides services of oil transportation, storage and 
transfer in Kazakhstan, and also owns the port of Batumi, Georgia.

Kazakhstan–China oil pipeline 
Commissioning of Atasu-Alashankou oil pipeline (length – 962 km) in 2006 was the first stage 
of implementation of Kazakhstan–China oil pipeline system, which provided oil companies 
with alternative routes of oil supplies to the fast growing Chinese market. In addition, the oil 
pipeline allows for the use of Kazakhstan’s potential of transit of Russian oil to China. In 2010, 
the Atasu-Alashankou oil pipeline transported 10.1 Mt of oil, in 2011 – 10.9 Mt of oil.

In October 2009, the start-up complex was put in operation, and in December 2010 construction 
of Phase I of Kenkiyak-Kumkol oil pipeline (length - 794 km) was completed. Kenkiyak-Kumkol 
oil pipeline is also the Phase I of Stage 2 of Kazakhstan–China oil pipeline project. In 2011, 
Kenkiyak-Kumkol oil pipeline transported 4.14 Mt of oil.

Under Phase 2 of Stage 2 of the Kazakhstan–China oil pipeline project, in accordance with 
the Protocol of the Framework Agreement between the government of the Kazakhstan 
Republic and the government of the People's Republic of China, on the establishment of a 
comprehensive cooperation in oil and gas fields (14 October 2009), an agreement was reached 
to construct an oil pumping station No. 11 at Atasu-Alashankou oil pipeline. At the end of 
2011, an oil pumping station No. 11 was put into operation. Also, it was planned to achieve a 
full operating capacity of 20 Mt per year at Alashankou. Throughput capacity of other sections 
can be defined and based on changes in oil production in the Kumkol and Aktobe regions, 
and may depend on domestic market demand for PetroKazakhstan Oil Products (PKOP) and 
possibly Pavlodar Petrochemical Plant (PPCP).

The operator of Kenkiyak-Kumkol and Atasu-Alashankou crude oil pipelines is Kazakhstan-
China Pipeline LLP (50% holds JSC KazTransOil, subsidiary of JSC NC KazMunayGas, and 50% 
- CNODC (China National Oil and Gas Exploration and Development Corporation)).

Aktau port
Aktau port on the Caspian Sea is an important export route for Kazakh oil companies. At 
Aktau port, oil is loaded from pipelines and rail cisterns on to tankers. Transportation by sea is 
provided by JSC National Maritime Shipping Company, Kazmortransflot (100% subsidiary of 
JSC NC KazMunayGas), with 65% share on the market of oil transportation by the Caspian Sea.

ENERGY SECTOR STRUCTURE
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In 2009, the oil reloading capacity of Aktau port was 11.3 Mt, in 2010 – 9.5 Mt, and in 2011 – 8 
Mt. This reduction in capacity resulted mainly from changes in the Aktobe and Buzachi oil 
routes; supplies now going to China, and the Tengiz oil supplies using a northern rail route. 
Further reduction in oil reloading capacity of Aktau port will be followed after the expansion 
of CPC oil pipeline, an increase in supplies to the domestic market due to modernization of 
refineries and development of the Chinese route.

Oil and the oil product reloading capacity of the Aktau port currently is about 12 Mt per 
year. Today, the Republican State Enterprise Aktau International Sea Commercial Port (RSE 
AISCP) implements the project of expansion of the Aktau international sea commercial port 
northwards (construction of dry-cargo terminals), which does not include construction of 
additional reloading capacities.

The main port fees charged by the owner, RSE AISCP, are fixed and approved by the Kazakhstan 
Agency for Regulation of Natural Monopolies. Port fees are the same for national and foreign 
ships in accordance with effective legislation of Kazakhstan. 

Oil from Kazakhstan is also exported by rail mainly through the territory of the Russian 
Federation. In 2010, about 6 Mt of oil was transported by rail, in 2011 – 7.4 Mt.

In addition, Kazakhstan develops the Kazakhstan’s Caspian transportation system Project 
(KCTS) to ensure Kazakh oil export, mainly from the Kashagan field, through the Caspian Sea 
to international markets by the Baku–Tbilisi–Ceyhan system and/or other oil transportation 
systems located in the Azerbaijan Republic and other transit countries.

It is planned that KCTS will include the Eskene–Kurik oil pipeline and Trans-Caspian pipeline 
project (TCP), including an oil loading terminal at Kazakhstan’s coast, tankers and ships, an oil off-
loading terminal at Azerbaijan’s coast and a connection infrastructure to the Baku–Tbilisi–Ceyhan 
pipeline.

The capacity and the number of stages in the development of the system will be defined and 
they will be based on oil production at the Kashagan field (Stages 2, 3); while it is planned that 
capacity at the initial stage will be 23 Mt per year, at subsequent stages – up to 35–56 Mt per year.

In 2011 because of significant changes in the schedule of Stage 2 implementation under the 
Northern - Caspian pipeline, a decision was made to suspend the implementation of the KCTS 
Project for an indefinite term. According to preliminary estimates, the commissioning of all 
KCTS facilities is planned to take place at the start of commercial production under Stage 2 of 
the Kashagan field development, no earlier than 2020.

Oil refining
There are three refineries in Kazakhstan: Atyrau refinery, Shymkent refinery (PKOP) and PPCP. 
In addition, there are a number of private mini-refineries in Kazakhstan, operating at a total 
capacity of about 1 Mt per year.

Final products of oil refining are fuels: gasoline of A-76, A-80, A-85, AI-91–93, AI-96, diesel fuel, 
fuel oil (mazut), jet kerosene and lighting kerosene, heating oil, liquefied gas and other oil 
products. Quality of gasoline and diesel produced by Kazakh refineries is lower than the quality 
of the majority of Russian oil products and does not meet international standards.

At the end of 2011, these three refineries processed 13.7 Mt of crude oil, or 100.3%, on a year-
on-year basis, including:
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•	 Gasoline	–	2,757,600	t	(95.3%);	

•	 Diesel	fuel	–	4,064,300	t	(99.8%);	

•	 Fuel	oil	–	3,660,100	t	(97.1%);

•	 Jet	kerosene	–	387,100	t	(79.1%).

In 2011, oil supplied from Russia to PPCP was heavier and with a higher sulphur content which 
resulted in the reduction in the oil conversion rate. In the first half of 2011 the quality of oil was 
the worst processed, as the sulphur content increased to 1.22% (technological equipment is 
designed for processing of oil with sulphur content below 1%).

Because the technological equipment of PPCP products is designed for processing of oil 
with lower sulphur content, this low quality of oil processed leads to a 10% reduction in oil 
conversion rate and oil products manufacturing, an increase in production of fuel oil and to 
the early wear of equipment. 

In connection with the current ban on the export of light oil products (Resolution of the RK 
Government, 30 June 2011 no. 740 On Introduction of Temporary Ban on Export of Light 
Distillates and Products, Kerosene and Gasoil), the main oil products exported from Kazakhstan 
are fuel oil and vacuum gasoil produced by the Atyrau and Shymkent refineries. 

The main export route for fuel oil is through port terminals on the Baltic Sea and the Black Sea 
to which fuel oil is transported by rail. Atyrau refinery produces 40–50% of fuel oil in Kazakhstan; 
the location of the refinery is the best in terms of transportation to export terminals at the 
Caspian Sea and the Black Sea. Therefore, the Atyrau refinery provides about 70% of fuel oil 
export from Kazakhstan.

2010 (Mt) 2011 (Mt)

Oil refining 13.7 13,7

Production of gasoline 2.9 2,6

Production of diesel 4.1 4,1

Production of fuel oil 3.8 3,7

Other 2.9 0,4

Table 8: Domestic production of oil products

Source: JSC NC KazMunayGas
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Currently, Kazakhstan implements the following projects aimed at modernization of Kazakh 
refineries:

•	 	Planned	modernization	of	Shymkent	refinery	with	introduction	of	fluid	catalytic	cracking	
processes to provide for initial design capacity of 6.0 Mt per year;

•	 	Atyrau	 refinery	 will	 be	 modernized	 with	 installation	 of	 a	 coker	 unit,	 a	 vacuum	 gasoil	
hydrofining unit (or light hydrocracking) and fluid catalytic cracking units to improve 
quality. It is expected that the refinery’s capacity will increase to 5.5 Mt per year;

•	 	Pavlodar	refinery	already	has	cracking	units	and	the	plant	will	be	modernized	in	order	to	
reach design capacity of 7.5 Mt per year.

Modernization projects at Kazakh refineries are planned to be completed in 2015–2016. It is 
expected that the projects will allow for the significant reduced production of heavy oil products.

In addition, in 2009, the Romanian oil and gas company, the Rompetrol Group (TRG), acquired 
JSC NC KazMunayGas. Rompetrol includes two refineries (Petromidia and Vega), petrochemical 
facilities (Rompetrol Petrochemicals) and over 1,000 gas stations in European countries 
(Romania, France, Spain, Moldova, Ukraine, Bulgaria, Georgia). Rompetrol supplies oil products 
to Turkey, Ukraine, Croatia and Moldova and is a leader in production of polyethylene and 
polypropylene in Romania and in the East-European market.

Priorities in TRG development include the extension of the retail network of oil products and 
the implementation of the Petromidia modernization project (the 2010 project), including 
the launch of new refining facilities. Implementation of this project will allow TRG to ensure 
compliance with the new ecological standards set by the European Union in respect of motor 
fuel introduced in the EU countries starting 1 January 2009 (Euro-5) and to reach a balanced 
operation of technological units with maximum capacity of the plant of up to 5.0 Mt per year.

Oil sector legislation 
Until 24 June 2010, the following laws were applied in Kazakhstan – the Law of RK on Subsoil 
and Subsoil Use, 27 January 1996, the Law of RK on Oil, 28 June 1995 and the Law of RK on PSA 
when Conducting Offshore Oil Operations, 8 July 2005.

The new Law of RK on Subsoil and Subsoil Use, 24 June 2010 combined the previous laws on 
Subsoil and Subsoil Use and on Oil, which lost effect. In addition, a new version of the Law 

Balance of gasoline in 2010 (Mt) Balance of diesel in 2010 (Mt)

Production 2.9 4.1

Import 0.8 0.4*

Total - resources 3.7 4.5

Export 0.1 0.3

Domestic consumption 3.6 4.2

Table 9: Balance of gasoline and diesel

Source: Official website of the Ministry of Oil and Gas of RK
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on Subsoil and Subsoil Use foresees a refusal from PSA that is important to the energy sector; 
however, the PSA Law has also lost effect.

The Law on Subsoil and Subsoil Use sets forth a legislative framework for granting the use, 
assignment or termination of subsoil users’ rights. The law is intended to protect the interests 
of the Republic, provide for rational and comprehensive investigation and use of subsoil. For 
this purpose, the subsoil use operations are defined as works related to the state geological 
survey of subsoil, exploration and/or production of mineral resources, including exploration 
and production of ground waters, therapeutic muds, exploration of subsoil for the purposes of 
discharge of sewage waters, as well as construction and/or operation of underground facilities 
not related to exploration and/or production.

The right to subsoil use is granted for the following purposes: State geological survey of 
subsoil, exploration, production, combined exploration and production, construction and/or 
operation of underground facilities not related to exploration and/or production.

The right to subsoil use is granted under two schemes:

•	 	Investment	program	competitions	for	the	purposes	of	acquiring	a	right	to	subsoil	use	and	
the signing of a contract;

•	 Direct	negotiations	and	signing	a	contract.

Competitions are organized by the Ministry of Oil and Gas of the RK, which publishes respective 
announcements in the media. The Ministry defines the terms of publication and notification 
procedures, depending on the specifics of a subsoil block offered for a competition.

The current Law of the RK on Subsoil and Subsoil Use includes the following main provisions 
and changes:

•	 	Priority	right	of	the	State	to	acquire	the	right,	alienated	on	a	compensated	and	gratuitous	
basis of subsoil use (or part thereof ) and/or objects associated with the right of subsoil use 
(Article 12); 

•	 	Priority	 right	of	 the	state	 in	 respect	 to	other	persons	to	purchase	minerals	produced	by	
subsoil users at prices not exceeding the prices applied by subsoil users under transactions 
and to related minerals, as of the date of transaction, net of transportation costs and costs 
of implementation (Article 12);

•	 	The	transfer	of	subsoil	use	rights	 for	exploration,	production,	combined	exploration	and	
production of minerals shall be performed subject to permission by the competent 
authority; however, this permission may be denied on grounds set forth by the RK Law 
on Subsoil and Subsoil Use. Amendments were introduced, which extended the list of 
cases requiring permission by the competent authority and specified the cases when no 
permission by the competent authority is required (Article 36); 

•	 	The	 government	 has	 the	 right	 to	 terminate	 unilaterally	 a	 contract	 for	 subsoil	 use	with	
reference to national security interests. These provisions apply to all contracts including 
those previously signed (Article 72);

•	 	Two	definitions	are	included	-	“concentration	of	rights	to	conduct	mining	operations”	and	
“concentration of rights under a contract” (Article 1); 

ENERGY SECTOR STRUCTURE



88

Investment Climate and Market Structure Review in the Energy Sector of Kazakhstan | 2013

•	 	Conditions	were	changed	on	the	requisition	of	the	state	in	relation	to	extracted	minerals.	
Compensation shall be provided at prices not exceeding prices applied by subsoil users for 
transactions with respective minerals as at the date of transaction. The price applied in case 
of requisition is defined net of mineral transportation and sale costs (e.g. storage, sale and 
other costs). The previous Law on Subsoil provided for compensation for minerals at world 
market prices as of the day of requisition (Article 15);

•	 	The	article	on	guarantees	of	subsoil	users’	rights	was	also	changed.	The	law	now	states	that	
no changes in legislation shall be applied to subsoil users if such changes “adversely affect 
the results of [the] subsoil user’s entrepreneurial activity under contracts”. However, such 
guarantees do not apply to the changes in legislation in the sphere of national security, 
defense in the areas of environmental safety, health, taxation and custom regulations 
(Article 30); 

•	 	The	availability	of	a	2-year	moratorium	on	transfer	of	subsoil	use	rights.	Amendments	were	
made to the list of exceptions to moratoria (Article 37);

•	 	The	 criteria	 for	 the	 selection	 of	 a	 winner	 in	 a	 competition	 for	 subsoil	 use	 rights	 were	
moderated. Now there are only two criteria instead of nine: The size of the signature bonus 
and the level of expenses incurred for the social and economic development of a region 
and the regional infrastructure (Article 52);

•	 	The	 number	 of	 obligatory	 approvals	 and	 expert	 examinations	 was	 reduced;	 a	 list	 of	
necessary design documents was introduced in respect of oil operations and mineral 
extractions; the conditions for payment of signature bonus were changed; separate terms 
for signing contracts were established; and conditions for the periods of contract validity 
were changed (Chapter 6);

•	 	A	subsoil	user	now	has	exclusive	rights	to	sign	a	contract	for	development	on	the	basis	of	
direct negotiations, without competition (Article 60), if they have discovered and assessed 
a deposit under a contract for exploration.

The Law of RK on Subsoil and Subsoil Use includes Transmission Pipeline Transport (Chapter 
1) and defines that transmission pipelines relate to strategic assets of social and economic 
importance for sustainable Development of the Kazakhstan Republic. Furthermore, that the 
ownership and/or use, and/or disposal of such assets may influence the national security 
of the Kazakhstan Republic. Transmission pipeline facilities are operated in accordance with 
technical regulations approved by the Kazakhstan Government.

Equal access to transmission pipelines is regulated by the Law of the RK on Natural Monopolies 
and Regulated Markets, the Rules of Establishing Equal Conditions of Access to Regulated 
Services (goods, works) in the sphere of Oil and/or Oil Products Transportation through 
transmission pipelines (the Order No. 100-OD of the Chairman of the Kazakhstan’s Agency 
for Regulation of Natural Monopolies, 24 March 2005); and the Rules of Establishing Equal 
Conditions of Access to Regulated Services (goods, works) in the sphere of Gas or Gas 
Condensate Storage and Transportation through transmission and/or distribution pipelines; 
the Operation of Gas Distribution Installations and Connected Gas Distribution Pipelines 
(the Order No. 99-OD of the Chairman of the Kazakhstan’s Agency for Regulation of Natural 
Monopolies, 24 March 2005).
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According to the Law of the RK on “main pipelines”, 22 June 2012, the State has priority rights 
(not less than 51%) to participate in newly constructed main pipeline projects (oil and gas 
pipelines) and has established rights and responsibilities on the owners and operators of main 
pipelines. The law has established norms that owners have to observe for the proportionate 
provision in accessing a main pipeline, as well as conditions on priority access in case of limited 
transportation capacity of a main pipeline (priority is given to refineries of the RK). The law 
is aimed at providing effective, reliable, sustainable and safe use of main pipelines and at 
strengthening the economical, energy and ecological security of the country.

Oil market structure
Over 80 subsoil users produce oil in the Kazakhstan Republic based on licenses issued by 
authorized bodies. According to the Ministry of Oil and Gas of the RK, more than 335 companies 
now successfully operate in the oil development and refining sector. 

Statistical data on oil production by major oil companies in the Kazakhstan Republic is 
presented in Table 10:

The oil market is characterized by a high concentration of producers. The major companies 
provide for 62% of the total oil production in the country, e.g. one-third of the market belongs 
to TengizChevroil LLP, followed by JSC KazMunayGas Exploration Production – about 18%. 
Third place belongs to Karachaganak Petroleum Operating – 14%.

No. Company 2008 2009  2010 2011

1 TengizChevroil 346 452 518 516

2 KazMunayGas Exploration 
Production 

240 276 266* 246*

3 Karachaganak Petroleum 
Operating B.V.

233 239 251 –

4 AktobeMunayGas 117 122 122 124

5 MangystauMunayGas 113 115 114 115

8 PetroKazakhstan 64 66 120** 118**

10 Kazakhoil- Aktobe 15 19 20 23

Table 10: Major oil companies of Kazakhstan, thousand b/day

Source: RFCA Ratings agency
*including shares in LLP JSV «Kazgermunai», «CCEL» (Karazhanbasmunai) and «PetroKazakhstan Inc.»
**including 50% shares in LLP JSV «Kazgermunai» and Turgai-Petroleum 
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It should be noted that KazMunaiGas Exploration and Production owns 50% in LLP JSV 
«Kazgermunai», 50% in «CCEL» (Karazhanbasmunai) and 33% «PetroKazakhstan Inc.», 50% in 
LLP “Kazakhoil Aktobe”, 51% in LLP «Kazakhturkmunai» and 50% in JSC “MangistauMunaiGas”. 
Also, the PetroKazakhstan Group holds a 50% share in two joint ventures operating in the 
south-Turgai basin – JV Kazgermunai LLP and JSC Turgai-Petroleum.

In addition, 70% of the total oil production in Kazakhstan is provided by foreign investors 
(from Russia, the USA and European countries), represented by a number of multinational 
companies, such as ExxonMobil, Сhevron, Agip, BG Group, BP/Statoil, Shell, Total, INPEХ, Philips, 
Lukoil, Eni, and others. The oil and gas operations of foreign companies in the country mainly 
involve the spheres of exploration and extraction.

Figure 22: Oil producers as of 2010

Source: RFCA Ratings agency
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In consideration of company dynamics in the oil production sector, it is clear that competition 
will increase further. Under current conditions, the readiness of companies to implement 
investment projects and develop oil and gas deposits will define their competitive advantages. 

JSC KazTransOil (subsidiary of KMG) and CPC (interests are allocated in proportion to interests 
of investors in the Tengiz Project) carry out the export of oil through transmission pipelines. In 
addition, oil to China is transported by the Kazakhstan–China Pipeline LLP (50% KazTransOil 
and 50% China National Oil and Gas Exploration and Development Corporation).

Export of oil by railways is carried out by JSC National Company Kazakhstan Temir Zholy. 
Transportation of oil by sea through the port of Aktau is provided for by JSC National Maritime 
Shipping Company Kazmortransflot (subsidiary of KMG), by Azerbaijani and Russian shipping 
companies, and by some private companies.

Subsoil users and many private companies sell oil to Kazakh refineries as well as for export. 
There are three refineries in Kazakhstan – Atyrau, Pavlodar and Shymkent.

Natural gas sector

Physical characteristics
Natural gas has become an increasingly important energy source for Kazakhstan. Confirmed 
and estimated reserves of gas (with new discovered deposits on the Caspian shelf ) comprise 
approximately 3.3 trillion cubic meters, and potential reserves reach up to 6–8 trillion cubic 
meters. The main characteristic of the country’s discovered gas reserves is that almost in all 
fields, including new ones, gas is extracted concurrently with oil and gas condensate. Significant 
amounts of extracted raw gas are re-injected in the form of layers to maintain reservoir pressure 
and provide for the priority extraction of liquid hydrocarbons. In recent years, extensive processing 
of oil and gas condensate deposits has facilitated the transfer of larger amounts of associated gas. 

Figure 23: Export of oil/gas condensate by foreign investors in 2010, Mt

Source: RFCA Ratings
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Kazakhstan’s gas reserves are concentrated in major fields developed or prepared for 
development, including oil fields – Tengiz (about 20% of the total production in the country), 
Kashagan, Korolevskoye; gas condensate fields – Karachaganak (over 45% of the total production), 
Zhanazhol, Urikhtau (Aktobe Region), and others.

Because the gas reserves of Kazakhstan are presented mainly by way of associated gas, 
gas production is directly connected with production of liquid hydrocarbons – oil and gas 
condensate. Significant amounts of extracted raw gas are re-injected in the form of layers to 
maintain reservoir pressure and provide for priority extraction of liquid hydrocarbons.

The main characteristics of forecasted gas reserves are as follows: Almost all deposits are located 
in subsalt sediments of the Caspian Lowland and are hard to extract because of the large depths 
(over 5,000 meters); the gas is of a multicomponent structure and, more importantly, has a high 
concentration of sulphurous compounds. However, fields with shallow natural gas reserves 
without sulphurous compounds have small deposits, which are more important for the provision 
of a gas supply to local communities. Companies undertake measures to re-inject gas into the 
productive strata of deposits to maintain pressure and improve the efficiency of extracted liquid 
hydrocarbons.

Kazakh’s export markets are traditional and do not significantly influence the global commodity 
markets of natural gas. Kazakhstan exports natural gas mainly to Russia (51.4%), Ukraine (48.3%) 
and Germany (0.2%). China and Iran are priority potential markets of natural gas. Natural gas is 
imported to Kazakhstan mainly from Uzbekistan (42.8%), Turkmenistan (29%) and Russia (28.2%). 
The key priority for Kazakhstan in the gas sector is to cover demand of the internal market and 
develop the national gas pipeline system to a greater extent.

Figure 24: Gas reserves in the world and in Kazakhstan

Source: Данные JSC NC KazMunayGas
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In 2011, gas production in the country amounted to 39.5 bcm (billion cu meters) (106% compared 
to 2010). Production of marketable gas amounted to 21.2 bcm, or a 1.2% increase on a year-on-
year basis. Natural gas consumption by regions of the country amounted to 10.2 bcm (113.0% 
year-on-year). Production of liquefied hydrocarbon gas amounted to 2.2 Mt (95.6%), and about 
30% of this gas is consumed domestically, the remaining liquefied gas is exported. In 2011, gas 
export totaled 8.2 bcm (89.9% compared to 2010), gas transit through Kazakhstan was 96.7 bcm 
(118.1%). 

In 2011, gas flaring in the operation of gas disposal implementation programs by subsoil users 
amounted to 1.2 bcm.

The main hindrances to gas production in the oil and gas sector of Kazakhstan are:

•	 	The	lack	of	a	developed	gas	transportation	infrastructure	for	supply	of	gas	to	the	northern	
and central regional markets of the country;

•	 The	dependence	on	natural	gas	supplies	from	Uzbekistan	and	Russia;

•	 The	lack	of	individual	capacities	for	the	processing	of	Karachaganak	gas.

Product 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Natural gas (gross output), 
bcm

5.46 14.11 16.60 22.10 24.97 26.38 29.56 32.89 35.94 37.4 39.5

Table 11: Natural gas production in Kazakhstan, 2001–2010

Source: data of JSC NC KazMunayGas

Figure 25: Oil and gas production and gas flaring

Source: Ministry of Oil and Gas of RK
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Gas processing capacities 
In 2010, gas processing plants produced 2,245,500 tons of liquefied hydrocarbon gas, or 102.8%, 
compared to 2009. As noted above, oil and gas companies of the country extract mainly the 
associated gas, which requires refining at gas processing plants and production of marketable gas.

There are three gas processing plants (GPP) in Kazakhstan: Kazakhsky GPP, Tengiz GPP and 
Zhanazhol GPP with a total achievable capacity of 6.85 bcm per year. However, the capacities of 
the existent facilities do not provide for processing of all gas extracted in the country.

Kazakhsky GPP located in Zhanaozen of Mangystau Region was constructed to dispose of 
associated gas extracted on the Mangyshlak fields and to provide raw materials to the plastic 
products plant in Aktau. This plant is designed for processing of associated gas from local oil 
fields: Uzen Vostochny, Tenge, Zapadnoye, Zhetybay Yuzhny, Tasbulat, Aktas, Normaul Vostochny, 
and others. Design capacity of the GPP is 2.9 bcm per year. In 1979, the plant was modernized in 
order to provide raw materials to the petrochemical plant, producing polyethylene in Aktau, and 
the construction of a pipeline for transportation of ethane was included in the project.

Tengiz GPP is located near Tengiz oil and gas field. Design capacity of the plant is 2.55 bcm of 
gas per year. Associated gas from the Tengiz field is characterized by a high content of propane-
butane and sulphur, CO2 and associated fractions that require refining and additional processing.

It is planned that once the plant has reached its full design capacity, about one-third of gas 
extracted in the country will be re-injected in reservoir, and the remaining gas will be used to 
produce marketable gas, propane, butane and sulphur.

Zhanazhol GPP was designed for processing of 710 million cubic meters (mcm) gas per year. 
After reconstruction of the plant, carried out by CNPC-AktobeMunayGas, its production capacity 
reached 800 mcm of gas per year. In September 2003, the second Zhanazhol GPP Project, with 
capacity of 1.4 bcm natural gas per year, was put into operation. 

In 2007, the first stage of Zhanazhol GPP-3 was put into operation. Construction of the gas 
processing plant with capacity of 6 bcm of gas per year is the main project of the program for 
full disposal of gas. It was planned to complete the construction of Stages 2 and 3 of Zhanazhol 
GPP-3 in 2012. By establishing this plant, the production of pretreated and refined gas that meets 
international standards can take place.

Gas transportation infrastructure
Kazakhstan’s gas transportation infrastructure was traditionally located as a passage route of gas 
mainly from Central Asia. Therefore, the transportation and transit of gas through the territory of 
Kazakhstan is carried out through the principal gas transmission pipelines: Central Asia- Center 
(Central Asian gas), Bukhara gas basin - Tashkent - Bishkek - Almaty (Central Asian gas), Stage 1 of 
Kazakhstan - China gas pipeline (Central Asian gas), Orenburg - Novopskov (Russian gas), Bukhara 
- Ural (Russian gas) to total about 100 bcm of gas per year. The existing gas pipeline network 
provides mainly transit flows of natural gas from Central Asia to the European part of Russia. 

The operator of the entire gas transportation system in Kazakhstan is JSC Intergas Central Asia, 
a subsidiary of JSC KazTransGas, which, in its turn, is a 100% subsidiary of JSC NC KazMunayGas. 
The main activities of JSC Intergas Central Asia include the operation and maintenance of gas 
transmission pipelines and transportation of natural gas to domestic consumers, as well as the 
provision of international transit facilities.
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In accordance with the traditionally established system of gas transmission and distribution 
pipelines, natural gas is supplied to nine of the 14 regions of the country. Therefore, the country 
pays much attention to measures aimed at providing gas to the communities of Kazakhstan’s 
regions. The gas supply provision of Kazakhstan’s population is currently 57.1%.

Figure 26: Existing and planned gas pipelines in Kazakhstan

Source: JSC NC KazMunayGas

Existing gas pipelines Length, km Available capacity, bcm/year

Central Asia-Center 3,758 60

Makat-North Caucasus 371 25

Soyuz, Orenburg - Novopskov 848 60

Bukhara – Ural 1,304 80

Bukhara gas basin - Tashkent - Bishkek – Almaty 583 3.2

Kazakhstan-China 1,300 30

Planned gas pipelines

Beyneu-Bozoy-Shymkent 1,475 10

Table 12: Technical characteristics of existing gas pipelines

Source: Ministry of Oil and Gas of RK
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In 2006, in order to cover the internal market demand, an agreement on the reciprocal supplies 
of gas was signed between JSC Gazprom, National Holding Company Uzbekneftegaz and JSC 
NC KazMunayGas, in accordance with which the whole import of gas is “swapped” with the 
Karachaganak export at the same price and amount. Kazakh gas from the Karachaganak field is 
exported to Russia in exchange for the Uzbek gas supplies to the southern regions of Kazakhstan.

Kazakhstan–China gas pipeline
On 18 August 2007, an agreement was signed between the government of the Kazakhstan 
Republic and the government of the People's Republic of China for the purposes of cooperation 
in construction and operation of the Kazakhstan–China gas pipeline. The gas pipeline is intended 
to provide transportation of Turkmen and Kazakh gas. At the end of 2009, the first train of the 
gas pipeline was put into operation; in October 2010 – the second train of the first section of the 
Kazakhstan–China gas pipeline of the total capacity of 30 bcm natural gas per year took place. 
On 27 July 2011, in the framework of implementing the Kazakhstan–China gas pipeline Project, a 
Protocol on Introduction of Changes and Additions to the Agreement was signed between the 
government of the Kazakhstan Republic and the government of the People's Republic of China 
for the purposes of cooperation in the construction and operation of the Kazakhstan–China gas 
pipeline of 18 August 2007, which included the construction of the third train of the first section 
of the Kazakhstan–China gas pipeline with capacity to be increased to 65 bcm per year.

Beyneu–Bozoy–Shymkent gas pipeline
It is planned to construct a gas transmission pipeline Beyneu–Bozoy–Shymkent, which will 
provide gas from west Kazakhstan to the southern regions of the country and therefore reduce 
dependence on the supplies of Uzbek gas. The gas pipeline route will cross Mangystau, Aktobe, 
Kyzylorda and south Kazakhstan regions. Beyneu–Shymkent gas pipeline will connect all main 
gas transmission pipelines: Central Asia-Center, Bukhara - Ural, Bukhara gas basin - Tashkent - 
Bishkek - Almaty, Kazakhstan - China. Construction of Bozoi–Shymkent gas pipeline and the first 
stage of the Beyneu–Bozoi–Shymkent pipeline starts in south Kazakhstan (2013).

Kartaly–Tobol–Kokshetau–Astana gas pipeline
Project construction of Kartaly–Tobol–Kokshetau–Astana gas pipeline will provide gas supplies 
for Kazakhstan's northern regions. KazMunaiGas implements this project. The design and 
estimate documentation is presently reaching completion and, with availability of funds, the 
construction of the pipeline should start in 2013. The pipeline's capacity will be 1.5 billion cubic 
meters of gas per year.

PreCaspian gas pipeline 
On 20 December 2007, in Moscow an agreement was signed between the governments of the 
Kazakhstan Republic, the Russian Federation and Turkmenistan on their cooperation into the 
construction of the PreCaspian gas pipeline, which was ratified by the Law of the Kazakhstan 
Republic, 14 May 2009. The gas pipeline is intended to provide transportation of 20 bcm of gas 
to world markets annually, including up to 10 bcm of Kazakh gas and up to 10 bcm of Turkmen. 
gas. The implementation of the project of the preCaspian gas pipeline was suspended for an 
indefinite time, pending the coordinated actions of the Russian and Turkmenistan parties.
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Gas storage
JSC Intergas Central Asia operates three underground gas storage facilities (UGS). The largest one 
is Bozoy UGS, located in Aktobe Region. There are also Poltoratsk UGS in the south Kazakhstan 
region, and Akyrtobinsk UGS in the Zhambyl region. Underground gas storage facilities are 
intended to supply gas to consumers in winter and during periods of gas supply shortages.

As of 1 January 2012, the amount of natural gas stored in underground gas storage facilities of 
the Republic totaled 1.1 bcm.

Natural gas sector legislation 
The Law of RK On Gas and Gas Supply was signed, 9 January 2012 and is an innovative 
development for Kazakhstan’s legislation. Previously the gas and gas supply sector was partially 
regulated by the legislation on subsoil use and by a number of resolutions of the government. 
The law includes a number of new provisions directly related to investment activities in the gas 
and gas supply sector.

In particular, the law includes clauses on the preemptive right of the State to the purchase of raw 
gas extracted by subsoil users and marketable gas produced by subsoil users.

The preemptive right is implemented by the National Operator (a company established by the 
government), which maintains the gas supply to meet internal demand for marketable gas in 
Kazakhstan. The law provides certain exceptions to the preemptive right of the State, which does 
not apply to sale of:

1.  Raw gas extracted on gas and/or gas condensate fields and marketable gas produced from it;

2. Marketable gas produced from raw gas extracted on gas and/or gas condensate fields;

3. Liquefied natural and marketable gas produced in the process of re-gasification;

4. Raw gas sold in accordance with international treaties signed by Kazakhstan;

5.  Marketable gas produced outside of Kazakhstan and imported into Kazakhstan for 
consumption;

6.  Marketable gas produced outside of Kazakhstan from raw gas extracted in Kazakhstan 
under international treaties signed by Kazakhstan;

7.  Marketable gas produced under PPP agreements in the gas and gas supply sector. In 
the gas supply sector, PPP means cooperation in processing of associated gas owned by 
Kazakhstan.

The State has the preemptive right to purchase the alienated facilities of gas supply systems and 
interests (shares) of owners of such facilities. If assets to be alienated are included in the list of 
strategic assets approved by the government, the alienation is performed according to the Law 
on Public Property, and is not regulated by the Law of the RK On Gas and Gas Supply.

The State owns the associated gas extracted by subsoil users and that which belongs to the 
Kazakhstan Republic in accordance with the Law on Subsoil and the associated gas that 
is transferred by subsoil users to the ownership of the State. Based on the decisions of an 
authorized body, associated gas, in amounts specified by this authorized body, is transferred to 
the ownership of investors under PPP agreements in the gas and gas supply sector.

ENERGY SECTOR STRUCTURE
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Based on the decision of the authorized body, subsoil users producing marketable gas and/or 
liquefied petroleum gas (LPG) from associated gas owned by Kazakhstan may transfer:

•	 marketable	gas	to	the	National	Operator;

•	 	marketable	 gas	 and/or	 LPG	 to	 an	 investor,	 participating	 in	 PPP	 agreement	 at	 a	 price	
negotiated by the parties.

There are certain limitations on the transportation of gas. Thus, gas transportation companies 
may provide services of marketable gas conveyance through transmission pipelines solely to:

1. The National Operator;

2. Producers of marketable gas;

3.  Subsoil users – owners of marketable gas that has been produced from processing the raw 
gas extracted by them;

4.  Owners of marketable gas produced outside of Kazakhstan; the transit process being 
carried out by these owners by way of the territory of Kazakhstan.

In addition, gas transportation companies are obliged to deny gas transportation in the 
case of non-compliance with a set of technical regulations, i.e. state standards (GOST) 
of Kazakhstan, and on failure to submit documents confirming the observance of the 
preemptive right of the State.

Certain limitations are also set on transportation of LPG and LNG. The following entities are 
entitled to carry out transportation of LPG and LNG by rail, road, sea and inland water transport 
beyond the borders of Kazakhstan:

1. Producers of LPG and LNG;

2. Owners of LPG and/or LNG produced from processing of hydrocarbons belonging to them;

3.  Owners of LPG and/or LNG produced outside of Kazakhstan – and with intentions to export 
it from Kazakhstan.

However, entities carrying out LPG and/or LNG transportation from Kazakhstan may provide 
these services only to the persons listed above.

Therefore, the Kazakhstan legislation provides for strict regulation of the gas and gas supply sector 
of the country, as it sets forth a number of restrictions on certain activities (gas transportation 
and sale, acquisition and disposal of gas transportation assets, etc). The legislation provides for a 
significant level of government control of gas sale in Kazakhstan. It also establishes prerequisites 
for setting up a single gas supply system in the country.

It should be noted that for the purposes of establishing a regulatory framework for the CES, 
9 December 2010 an agreement on the rules of access to the Natural Monopolies’ services in 
gas transportation through gas transportation systems was set up; this agreement, signed in 
Moscow, included the basis for pricing and tariff setting policy. The agreement was ratified by 
the RK Law, 2 May 2011 No. 434-IV.

Gas market structure
Currently, Kazakhstan is in the process of establishing a single system of marketable gas supply, 
which includes distribution, gas transmission pipelines, marketable gas storage capacities, gas 
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distribution and consumption facilities, gas refueling compressor stations and other technological 
facilities for production, transportation, storage, distribution and consumption of marketable gas.

The single system of marketable gas supply does not include field pipelines, gas systems of 
residential consumers, technological facilities for production and re-gasification of liquefied 
natural gas (LNG), nor facilities for transportation, storage, distribution and consumption of LPG.

Facilities for the single system of marketable gas supply may be in public or private ownership. 
Entities of the single system of marketable gas supply include:

1. The National Operator;

2. Producers of marketable gas;

3.  Subsoil users – owners of marketable gas produced from processing the raw gas extracted 
by them;

4.  Owners of marketable gas produced outside of Kazakhstan and imported to Kazakhstan 
for consumption.

Only the following persons may action the distribution of marketable gas (sale of gas in the 
domestic market for the purposes of distribution or export):

1. The National Operator;

2. Producers of marketable gas;

3.  Subsoil users – owners of marketable gas produced from processing the raw gas extracted 
by them;

4.  Owners of marketable gas produced outside of Kazakhstan and imported to Kazakhstan 
for consumption;

5.  Owners of marketable gas produced outside of Kazakhstan from the raw gas extracted in 
Kazakhstan under international treaties signed by the Republic, when selling marketable 
gas to the National Operator and/or abroad;

6.  Gas distribution companies when selling marketable gas to the National Operator and/or 
owners of gas refueling compressor stations.

Retail sale of marketable gas is performed by:

1. Gas distribution companies;

2. Owners of gas refueling compressor stations;

3. The National Operator;

4.  Producers and owners of marketable gas produced outside of Kazakhstan and imported 
into Kazakhstan for consumption for the purposes of retail sale to industrial consumers 
with gas consumption systems connected directly to transmission or distribution pipelines.

Main gas producing companies in the Kazakhstan Republic (2010 data) includes: KPO (15 bcm), 
TengizChevroil (13.6 bcm), CNPC – AktobeMunayGas (2.9 bcm), JSC IOC KazMunayTeniz (1.4 
bcm) and KMG Exploration Development (0.4 bcm).

ENERGY SECTOR STRUCTURE
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JSC NC KazMunayGas provides 65% of oil transportation, 100% gas transportation, 50% of 
shipment by tankers to the Kazakhstan Republic. Oil transportation by pipelines is performed 
by JSC KazTransOil, gas transportation – by JSC KazTransGas, transportation by tankers – by JSC 
National Maritime Shipping Company Kazmortransflot. JSC NC KazMunayGas independently 
sells oil, oil and gas products and protects public interests in pursuing export policies in respect 
of trade in these products.

JSC KazTransGas-Aymak (a subsidiary of KazTransGas) is the main operator of the transmission 
pipeline system, accomplishing transportation, distribution and import of natural gas. In addition, 
JSC Intergas Central Asia (also a subsidiary of KazTransGas) is an operator of gas transportation 
through transmission pipelines.

Kazakhstan has separate gas distribution systems for domestic natural gas – one in the west of 
the country, which provides services for natural gas fields, and one in the south, which mainly 
supplies natural gas to the southern consuming regions. JSC KazTransGas, a subsidiary of JSC NC 
KazMunayGas (100% state-owned), exercises control of gas distribution systems.

Electricity sector
The electricity sector of Kazakhstan is one of the most important sectors of the national 
economy. In 20 years’ independence this sector has changed significantly: The country has 
carried out restructuring and privatization of energy enterprises. The reforms included energy 
companies unbundling by types of activities, establishment of wholesale and retail electricity 
markets. Development of competition in the electricity sector caused an increase in tariffs and 
the establishment of local monopolies. 

The unified power system (UPS) of Kazakhstan operates in parallel with the Unified Power System 
of Russia and Central Asia. The UPS of Kazakhstan is conditionally divided into three zones:

•	 	Northern	Zone	 (Akmola,	Aktobe,	Kostanay,	Pavlodar,	North	Kazakhstan,	East	Kazakhstan,	
Karaganda regions);

•	 Southern	Zone	(Almaty,	Zhambyl,	Kyzylorda,	south	Kazakhstan	regions);

•	 Western	Zone	(Atyrau,	west	Kazakhstan,	Mangystau	regions).

The electricity sector of Kazakhstan includes the following subsectors: Electricity generation, 
transmission, supply and consumption and other activities in the electricity sector.

Peak level of electricity consumption in Kazakhstan was recorded in 1990 (104.7 billion kWh 
[kilowatt-hours]). Subsequently the level of electricity consumption was reduced to 50.7 billion 
kWh in 1999. During 2000–2008, electricity consumption steadily increased by about 5% per year 
on average. In 2011, electricity consumption in Kazakhstan totaled 88.11 billion kWh; electricity 
generation – 86.20 billion kWh (6% increase compared to 2010). According to forecasts, in 2015 
generation of electricity will amount to 103.4 billion kWh, consumption – to 100.5 billion kWh.19

A considerable part of the electricity sector’s assets is in need of modernization due to natural 
wear (service life from 40 to 60 years), which requires significant investment. Service life in 
relation to electricity generation is close to expiration (75% – TPP and 90% – HPP), resulting in a 
gap between the installed (19,800 MW[mega watt]) and the available (15,700 MW) capacity of 
existing power plants.

19 The Program of the National Electricity Sector Development for 2010–2014.
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The State undertakes proactive measures to avoid the deficiency of electricity by putting into 
operation new capacities and carrying out reconstruction and modernization of the existing 
power plants and grids. In October 2010, the government adopted a new Program of the 
National Electricity Sector Development for 2010–2014 (the Electricity Sector Development 
Program), which provides for an increase in electricity generation in 2014 to 97.9 billion kWh, 
with forecasted consumption at 96.8 billion kWh.

Generation of electricity
As of 1 January 2011, electricity generation in Kazakhstan was provided by 46 generation 
companies in various forms of ownership at 65 power plants, and at the total installed capacity 
of about 19.8 GW [gigawatt] and an available capacity of about 15.7 GW.

Over 85% of all electricity is produced by thermal power plants (TPP), with about 38% of 
generation capacities (6,700 MW) attributed to heat and power plants (CHP). A total of 70% of 
TPPs use coal and only 15% use gas/mazut. 

In 2011, electricity generation reached the record level of over 86 billion kWh, that is, comparable 
with electricity generation in the early 1990s.

Power plants are grouped in the following categories: National, industrial and regional power 
plants. National power plants include the following major thermal power plants which generate 
and sell electricity to consumers in the wholesale electricity market of Kazakhstan:

•	 Ekibastuz	SDPP-1;

•	 Ekibastuz	SDPP-2;

•	 Euroasian	Energy	Corporation	(Aksu	SDPP);

Figure 27: Electricity generation in Kazakhstan

Source: Ministry of Energy and Mineral Resources of Kazakhstan, KEGOC
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•	 SDPP	Corporation	Kazakhmys;

•	 Zhambyl	SDPP.

In addition, there are high-capacity hydro power plants, which provide additional generation 
capacities and balancing for the load schedule of Kazakh UPS:

•	 Bukhtarma	HPP	of	JSC	Kazzinc;

•	 Ust-Kamenogorsk	HPP;

•	 Shulbinsk	HPP.

Industrial power plants include gas-turbine power plants (GTPP) of the oil and gas sector enterprises; 
these plants are adapted to covering their own demand for electricity. They are also involved in 
the combined generation of electricity and useful heat – cogeneration plants (CHP), which supply 
these forms of energy to major industrial enterprises and neighboring communities:

•	 GTPP	TengizChevroil	LLP;

•	 GTPP	Kumkol	-	JSC	PetroKazakhstan	Kumkol	Resources;

•	 GTPP	Karachaganak	Petroleum	Operating	B.V.;

•	 CHP-3	Karaganda	Zhilu	LLC;

•	 CHP	-	steam-air	blow	plant;

•	 CHP-2	ArcelorMittal	Temirtau	JSC;

•	 Rudnenskaya	CHP	(JSC	SSGPO);

•	 Balkhash	CHP;

•	 Dhezkazgan	CHP	-	Kazakhmys	Corporation	LLC;

•	 Pavlodar	CHP-1	Aluminii	Kazahstana	JSC;

•	 Shymkent	CHP-3	and	others20.

Regional power plants are CHP-integrated with territories, which sell electricity through networks 
of regional power grid companies and electricity transmission companies; they also supply heat 
to neighboring towns.

Currently, within the framework of the State Program for Accelerated Industrial and Innovative 
Development of RK for 2010–2014, KEGOC, Samruk Energy, Eurasian Energy Corporation, JSC 
Transnational Company Kazchrom, Pavlodarenergo and other companies with involvement of 
their own and loan funds implement 13 projects in the electricity sector to a total cost of KZT 
753.2 billion. The following projects were completed: The extension of Atyrau CHP of 75 MW 
capacity, the construction of four substations in Almaty and Almaty Region, the restoration of 
power unit No. 2 at Aksu SDPP, and the construction of Uralskaya GTPP with a capacity of 54 MW.

In 2011, Uralskaya GTPP was put into operation in west Kazakhstan with three gas-turbine units 
of total capacity 54 MW. In Pavlodar Region, Euroasian Energy Corporation put into operation 
(after modernization) a power unit at Aksu SDPP with capacity of 325 MW.

20  The Program of the National Electricity Sector Development for 2010–2014, approved by the Resolution of the Kazakhstan Government, 29 October 2010 
No.1129
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Implementation of Ekibastuz SDPP-2 Expansion and Rehabilitation Project with assembly of 
power unit No. 3 was started. The project included the construction of a new power unit of 600–
630 MW. At the same time financing issues were reviewed for Balkhash TPP Construction Project. 
Construction costs are estimated at about USD 4.5 billion. The project will be implemented in 
two stages; each stage comprising two power units of 660 MW. 

The following projects are being implemented now:

•	 Construction	of	GTPP	at	Akshabulak	field,	capacity	–	87	MW;

•	 Construction	of	Balkhash	TPP,	capacity	of	module	I	–	1,320	MW;

•	 Restoration	of	power	unit	No.8	at	Ekibastuz	SDPP-1;

•	 	Construction	 of	 Alma	 substation	 of	 500	 kV[kilo	 volts]	 with	 connection	 to	 the	 National	
Power Grid of Kazakhstan by 500 kV and 220 kV lines;

•	 Schedule	of	power	output	at	Moynak	HPP;

•	 	Modernization	of	the	National	Power	Grid,	Stage	II	(replacement	of	power	equipment	at	55	
substations).

Power grids and power transmission 
Power grids of Kazakhstan include substations, distribution facilities and connecting lines of 
voltage in the range 10–1,150 kV, designed for transmission and/or distribution of electricity.

The National Power Grid is the mainstay of the UPS of Kazakhstan and provides the electrical 
connection between Kazakhstan’s regions and the power grids of neighboring states (the Russian 
Federation, the Kyrgyz Republic and the Republic of Uzbekistan), as well as the transmission of 
electricity from power plants to wholesale consumers. Substations, distribution facilities, inter-
regional and/or interstate transmission lines and lines providing release of electricity by power 
plants (220 kV and more) included in the National Power Grid are part of the financial statement 
of Kazakhstan’s company for power grid operation, JSC KEGOC. 

A total of 21 regional power grid companies operate regional grids below 220 kV and provide 
dispatching services and transmission of electricity to retail consumers. 

Transmission companies relay electricity on the basis of contracts through their own or third-
party power grids (rent, leasing, trust management and other types of use) to consumers in the 
wholesale and retail markets or to power supply companies.

JSC KEGOC is a system operator of the UPS of Kazakhstan and provides services of electricity 
transmission and dispatching. As of 1 January 2010, JSC KEGOC had 310 power transmission lines 
of 0.4–1,150 kV on their balance sheet. Total length of transmission lines exceeds 24,000 km. In 
2011, electricity transmission services by JSC KEGOC increased by 18.3%, compared to 2010 and 
totaled 41.04 billion kWh.

The National Power Grid of Kazakhstan faces certain operational difficulties such as the limited 
throughput capacity of grids at north–south and north–east directions, the lack of connection 
between the UPS and west Kazakhstan, and insufficient technical equipment levels. Therefore, 
it is necessary to construct a number of major interconnection lines of the third chain of north–
east–south and west–south, and carry out a comprehensive modernization of the National 
Power Grid. In 2009, JSC KEGOC completed the first stage of the program of modernization of 
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the National Power Grid and started the second stage, expected to be completed by 2016. In 
2008, for the purposes of its implementation, the national company signed a loan agreement 
with EBRD for EUR 255 million.

Electricity sector legislation 
The basic law regulating the electricity sector in the RK is the Law of the RK, 9 July 2004 No. 588-II 
On Electricity (as amended, 22 July 2011). 

In July 2012, the Law on Amendments and Changes to Certain Legislative Acts of the Republic 
of Kazakhstan on Electricity was approved, as was Agreement on the Investment Activities of 
Natural Monopoly Entities and Regulated Market, which puts generating companies under 
obligation of reducing tariffs or returning unused funds in the event of non-fulfillment by them 
of their investment commitments or no-purpose investment.

The law provides for amendments to the Code of Administrative Violations, and the Laws on 
Natural Monopolies and Regulated Markets on Electricity. 

The law is intended to “strengthen the responsibility of generation companies, natural monopoly 
entities and regulated market for fulfillment of investment obligations, improve the quality of 
services provided, the transparency of investment activity of generating companies, as well as 
to meet Kazakhstan’s economy demand for electricity and capacity through introduction of 
electrical capacity market”.

Figure 28: Power grids of Kazakhstan

Source: JSC KEGOC
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Amendments have been made to the Law on Electricity, which provides for transparency 
of power plants’ investment activity, including obligatory publishing of all information on 
investment programs in the media, and strengthening the mechanism for control of power 
plants’ investment obligations. In addition, for the purposes of ensuring the performance of 
investment obligations and targeted investments, provisions are introduced on the compliance 
of power plants’ investment obligations with investment income or income from capital; power 
plants also have the responsibility to reduce prices or return unused funds to consumers, and the 
obligation to ensure the effective use of resources in the country.

The electricity sector is also regulated by government resolutions in relation to the functioning 
of that market and the rules of electricity consumption. In addition, Kazakh legislation on Natural 
Monopolies as related to tariff setting and freedom of access plays an important role in the legal 
regulation of the electricity sector.

Currently, the Committee for State Power Supervision and Control of the Ministry of Industry 
and New Technologies of the RK has developed basic regulatory acts: Rules of power unit 
installation, rules for technical operation of power plants and grids, safety rules for working with 
the equipment of power plants and power units of consumers and certain regulatory acts.

Electricity market structure
In 1996, Kazakhstan started the privatization and restructuring of the electricity sector with the 
aim of transition to market economy. Within the framework of implementation of these measures, 
the electricity sector was divided into competitive and monopoly segments.

The Kazakhstan Agency for Regulation of Natural Monopolies effects management in the natural 
monopoly segment and on the state regulation of sale prices for consumers in the retail market

The transmission and distribution of electricity has been attributed to the State’s monopoly 
segment. Electricity transmission services were included in the natural monopoly activities 
and are provided at charges established by the regulator. Generation of electricity and services 
provided by specialized enterprises were attributed to the competitive segment.

The electricity sector structure is as follows:

•	 	Systematically	 important	 (interstate	 and	 intersystem)	 220–500–1,150	 kV	 power	 grids,	
power grids supplying electricity to major consumers and transmission lines connected 
to TPPs and HPPs which comprise the National Electricity network that belongs to the 
National Company JSC KEGOC;

•	 	Regional	 electricity	 grid	 companies	were	 established	 on	 the	 basis	 of	 power	 grids	with	
voltage of below 110 kV, supplying and distributing electricity at regional level; the major 
part of these companies was privatized;

•	 	Large	power	plants	in	the	country	were	either	privatized	or	transferred	to	strategic	investors	
under concessionary agreements;

•	 	Power	plants	with	combined	generation	of	electricity	and	heat,	which	provide	 regional	
consumers with heat, were transferred into communal property or privatized.

Electricity supply to the Kazakh electricity market is provided by supplying companies, which 
purchase electricity from generating companies; or during centralized auctions sell it to retail 
consumers in the end-use sector. A total of 45 electricity supplying companies operate in the 
Republic.

ENERGY SECTOR STRUCTURE
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To date Kazakhstan has established an open two-tier competitive market of electricity, which 
includes:

•	 The	wholesale	market	of	electrical	capacity	and	energy;

•	 The	retail	electricity	market.

Participants of the wholesale market of electricity include:

•	 Sellers:	 generation	 companies	 (all	 power	 plants,	 which	 transmit	 electricity	 to	 their	
consumers though grids of JSC KEGOC);

•	 Buyers:

  Consumers buying electricity in excess of the established minimum;

  Regional power grid companies;

  Energy supplying companies;

  System operators;

  Operators of centralized trade in electricity.

Participants of the retail market of electricity include:

•	 	Sellers:	 Generation	 companies	 (regional	 power	 plants	 not	 working	 on	 the	 wholesale	
market) selling electricity on a competitive basis.

•	 Buyers:

   Consumers not entitled to buy electricity on the wholesale market (consumers of 
electricity with connected capacity up to 1 MW);

  Energy supplying companies;

  Regional power grid companies.

The wholesale electricity market includes the following:

•	 	The	market	 for	 decentralized	 purchase	 and	 sale	 of	 electricity,	 where	 electricity	market	
players, through negotiations or tenders, independently enter into direct bilateral contracts 
for purchase and sale of electricity. These contracts determine the capacity of electricity 
supplies, contract validity terms, contractual price and the payment terms for electricity. 
The share of the decentralized market is 88%.

•	 	The	 market	 for	 centralized	 trade	 in	 electricity	 provides	 non-discriminatory	 access	 of	
participants to the market, where electricity purchase and sale transactions are concluded 
on a short-term (spot trade), medium-term (week, month) and long-term basis (quarter, 
year) basis. The centralized electricity market operator is JSC KOREM. The share of the 
centralized market is about 12%.

•	 	The	 real-time	 balancing	 market,	 which	 functions	 for	 the	 purpose	 of	 physical	 and	
subsequent financial adjustment of hourly imbalances; these are inequalities that emerge 
during the operation time between actual and contractual values of electricity generation 
and consumption in the UPS of the Kazakhstan Republic (launched, 1 January 2008).
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•	 	The	 ancillary	 services	 (market)	 that	 functions	 on	 the	 basis	 of	 electricity	 purchase	 from	
members of the wholesale electricity market and that uses the relevant electrical services 
of the wholesale market. By the coordination of the UPS of the Kazakhstan Republic and 
on the basis of the quality of electric energy established by state standards, these ancillary 
services participate in the market. 

The daily schedule of electricity purchase and sale by participants of Kazakh’s wholesale market 
is prepared, based on results of the trade in electricity on decentralized and centralized markets. 
Dispatching of day-ahead electricity load management is performed according to this schedule.

Renewable energy sources (RES)
Kazakhstan has the potential of wind, solar, hydrothermal power and the hydro power of small 
rivers. The great RES potential of Kazakhstan exceeds 1 trillion kWh per year (about 10 times the 
energy consumption in the country). However, the share of RES in energy mix is below 0.5% 
(with 90% provided by small HPPs). Wind, solar and biogas cover only 0.02–0.03% of energy 
consumption in the country. Apart from partial use of hydro power, the potential for RES is not 
used sufficiently in Kazakhstan. However, wind and solar power resources in the country are 
stable and acceptable for the economic, viable generation of electricity. The main goal is to 
increase the share of these sources in the energy mix of the country.

Kazakhstan plans to promote RES development in the following key directions:

•	 Creation	of	favorable	conditions	for	construction	and	operation	of	RES	capacities;

•	 	Promotion	of	electricity	and	heat	generation	from	RES	and	creation	of	favorable	conditions	
for efficient integration of RES capacities in the Unified Power System;

•	 Allocation	for	investment	incentives.

The Program of Electricity Sector Development for 2010–2014 includes wind power plants that 
are in energy balance, and that can contribute to about 1% of the total energy consumption 
by 2015. 

Capacity

Energy resources

Hydro
Solar Wind

Large HPP Small HPP

Available in operation 7.5 billion kWh 0.4 billion kWh n/a 500 kW/
1.65 million kWh

Economically feasible 22.5 billion kWh 7.5 billion kWh n/a 250 MW/
820 million kWh

Technically feasible 41 billion kWh 21 billion kWh n/a 1,000–2,000 MW/ 
3.3–6.6 billion kWh

Potential 105 billion kWh 65 billion kWh 3.9–5.4 billion kWh 1,820 billion kWh

Table 13: Unconventional and renewable energy sources in Kazakhstan

Source: Ministry of Oil and Gas of RK

ENERGY SECTOR STRUCTURE
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Kazakhstan’s Government is reviewing the National Program of Wind Power Sector 
Development until 2015 with extension until 2024 (prepared under the joint project of the 
Kazakhstan Government and the UN Development Kazakhstan Program – Wind Power Market 
Development Initiative).

The goal of the program is to use the wind power potential of Kazakhstan for generation of 900 
million kWh of electricity per year by 2015 and 5 billion kWh – by 2024, within the framework 
of the Concept of Kazakhstan’s transfer to sustainable development for 2007–2024, and the 
strategy of industrial and innovative development of Kazakhstan for 2003–2015, where the 
aim is the preservation of natural resources and the environment.

Under the implementation of the State Program for accelerated industrial and innovative 
development of the RK for 2010–2014 with the aim of extending strategic areas of activities, 
the National Atomic Company Kazatomprom JSC established a number of independent 
subsidiaries responsible for implementing projects in the RES sector. These enterprises include: 
Ecoenergomash LLP (wind power), Mashzavod LLP and Legmash LLP (heat pumps), KAZ PV 
Project (solar power), including four independent but interrelated legal entities: Kvarts LLP 
(Ushtobe) – quartz mining, KazSilicon LLP (Ushtobe) – processing of quartz and production of 
metallurgical silicon, Kaz Solar Silicon LLP (Ust-Kamenogorsk) – high level processing of silicon 
and production of photovoltaic panels, AsSolar LLP (Astana) – production of photovoltaic 
modules.

АО	“Samruk-Energo”	 executes	 the	 order	 of	 the	 President	 and	 the	 development	 Strategy	 of	
Kazakhstan. The company has started developing RES. In order to realize RES Projects, the 
subsidiary company TOO “Samruk-Green Energy” was established under registration number 
42317–1901-ТОО,	25	January	2012.

ТОО	“Samruk-Green	Energy”	is	a	dynamically	developing	company	that	conducts	its	activities	
in the area of electricity production by using renewable energy technologies. The company 
has the following strategic objectives and activities:

•	 	Designing	and	construction	of	projects	 to	use	 for	RES,	 technical	devices	and	associated	
facilities to produce electricity and heat energy;

•	 Producing	and	selling	of	electricity	produced	from	RES;

•	 	Providing	 maintenance	 of	 transmission	 systems	 to	 transport	 electricity	 from	 place	 of	
production to distribution networks;

•	 	Organizing	and	providing	consulting	services,	participating	in	research	and	design	activities	
in the area of RES.

Legislation on renewable energy
The development of renewable energy is declared as one of the priority directions of establishing 
the future economy sectors as set forth in the State Program for Accelerated Industrial and 
Innovative Development of the RK for 2010–2014. In addition, the use of RES is provided for by 
the program of the electricity sector development in Kazakhstan for 2010–2014 and is regulated 
by the Law of the RK on Support to the Use of Renewable Energy Sources, adopted in 2009.

All relations established in the process of generation, transmission and consumption of 
electricity and/or heat, which are not regulated by this law, are additionally regulated by:
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•	 The	Law,	9	July	2004	No.	588-II	On	Electricity;

•	 The	Law,	25	December	1997	No.	210-I	On	Energy	Saving;

•	 	The	Law	of	RK,	16	July	2001	No.	242-II	on	Architectural,	Town	Planning	and	Construction	in	
the Republic of Kazakhstan.

Kazakhstan is a participant of the United Nations framework convention on climate change 
(UNFCCC) (since 1995), and in 2009, ratified the Kyoto Protocol to UNFCCC, thus committing 
itself to reduce greenhouse gases. Integrating RES in Kazakhstan’s energy mix is regarded as 
one of the most efficient methods of mitigating the harmful impact of energy sector activities 
on the environment and in diversifying generation capacities.

The Law of RK on Support to Use of RES provides for economic mechanisms of support to the 
RES development and sets forth the basic principles of state regulation of RES use. 

Article 9 of the Law on Support to Use of RES states that the regional power grid companies 
have the responsibility for the connection of the RES capacities to grids and the purchase 
of all electricity generated from RES by respective generation companies. In addition, such 
generation companies are exempt from payment for power transmission services. 

The law also provides for a number of incentives for these generation companies, including 
feed-in tariffs and connection of new facilities to the existing power grids. 

Generation of electricity from RES in Kazakhstan requires a license. The distribution of electricity 
and heat, and the operation of power plants, for generation and for transmission, as issued by 
the Agency of the RK for regulation of Natural Monopolies must also be authorized. 

In accordance with the Land Code, the specific skills of local executive bodies of a region 
(the cities of republican significance, the capital) include the allocation of land plots for the 
purposes of construction facilities that use RES. Once land allocation has been commenced, 
land plots are attributed to energy sector land and are regulated respectively (Art. 119 of the 
Land Code). It should be noted that an investor shall be included in the plan of RES facilities 
location when land plots are granted.

In general, the requirements for construction of generation plants using RES coincide with 
the requirements for construction of any industrial facility in Kazakhstan. In implementing a 
project, it is necessary to submit a feasibility study, as well as a project for the government’s 
approval and a review for the approval of the State’s architectural and construction supervision 
bodies. Documents approved are subject to state environmental expert review.

Biomass
The area occupied by forests in Kazakhstan constitutes more than 10 million hectares that 
represent 4% of the overall territory of the country, including 4.7 million hectares covered by 
saxaul (lowly shrubs). In 1990, the volume of woodcutting in the forests of the country was 
about 3 mcm per year. The timber wastes at cutting areas and wood processing wastes at 
woodworking factories, as well as firewood amounted to almost 1.3 mcm or 1 million tons. 
Thus, the energy potential of timber waste exceeds 200,000 tons of reference fuel (EBRD 
Renewable Development Initiative, Kazakhstan: 2009 Country Profile).

The country has large reserves of biofuel produced from agricultural waste; potential capacity 
is up to 35 billion kWh of power and 44 million Gcal [gigacalories] of heat. 

ENERGY SECTOR STRUCTURE
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Wind energy
Kazakhstan is the leader in the region in terms of per capita wind energy resources. The wind 
potential of the mountain pass to China, the Jungar Gates, by itself can provide about 1.3 trillion 
kWh of electric energy per year. However, only a minor part of the wind power potential is used.

By virtue of geographical location in the wind belt of the northern hemisphere and the 
availability of strong air flows, Kazakhstan has great opportunities for development of wind 
power engineering. In some regions of the country annual average wind speeds exceed 6 m/s, 
thus making them attractive for development of this important physical process. 

Currently, the Ministry of Industry and New Technologies of Kazakhstan has selected 10 sites 
for construction of large wind power plants (WPP) with total capacity up to 1,000 MW in order 
to provide for commercial generation of electricity in the amount of 2–3 billion kWh. To date, 
only one wind power plant has been put into operation in Kazakhstan: In December 2011 
Kordaiskaya WPP was launched (1,500 kW) in the Zhambyl Region.

 In addition in the wind power sector, JSC National Atomic Company, Kazatomprom through 
Energomash LLP established in May 2010, is deploying the production of rotary wind turbines 
(designed by academician Bolotov A.V.) with capacity of 10 kW and more. This project’s 
implementation will allow the annual production of over 1,400 rotary wind turbines with total 
installed capacity of over 230 MW by 2020. Currently, JSC SWF Samruk-Kazyna is considering 
the issue of buying out the intellectual property rights and proceeding with development of 
a	feasibility	study,	ТЭО.	Free	land	plots	owned	by	JSC	Ulba	Metallurgical	Plant	are	planned	as	
sites for location of facilities for production of rotary wind turbines.

The main obstacles to the development of wind energy are high capital costs for new 
equipment, construction expenses (depending on local conditions, used equipment and 

Figure 29: Kazakhstan wind map

Source: www.3tier.com
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power capacity) and the need for high electricity tariffs. An average cost of installed power 
of one wind energy generator is from 2000 to 2500 $/kWh. For example, cost of electricity 
produced from RES is estimated at KZT 25–30 per 1 kWh, which is considerably higher than the 
cost of electricity generated by Ekibastuz SDPP – KZT 5.6 per 1 kWh. 

Solar energy
The solar energy potential is great for the vast territory of the largest Central Asian Republic. 
The number of sunny hours is 2,200–3,000 per year, and the energy of solar radiation is 1,300–
1,800 kW/m2/y. Total annual potential of solar power in Kazakhstan is estimated at 340 billion 
tons of reference fuel. Despite the very favorable conditions for solar energy, there is little use 
of this resource.

The most convenient sites for the location of solar farms are south Kazakhstan and Kyzylorda 
regions and the Aral Sea region.

On 10 December 2011, in Astana a symbolic capsule was put in the basement of a future plant 
for the production of solar cell batteries based on Kazakhstan’s silicon. The construction of this 
plant is a part of a larger project implemented by JSC NAC Kazatomprom jointly with French 
Consortium headed by Commissariat a l'energie atomique et aux energies alternatives (CEA). 

The goal of the project was to develop solar power technologies in Kazakhstan and set up an 
integrated production line for manufacturing of RES. The project is implemented within the 
framework of the initiative of the Head of State and is aimed at attracting investments in the 
non-oil and gas sector.

The consumers of the solar energy technology project in Kazakhstan will be uranium-producing 
companies in south Kazakhstan and the Kyzylorda regions, and social sector enterprises and 
facilities in off-grid regions.

Figure 30: Map of solar activity in Kazakhstan

 Source: JSC NAC Kazatomprom 
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Astana Solar LLP, a subsidiary of JSC NAC Kazatomprom, is the project operator. After 
construction of the plant, Astana Solar will produce and sell PV modules. The French partners 
will provide technological and engineering support.

The designed capacity of the PV module production will be 60 MW to be extended to 100 
MW. Construction is expected to be completed in December 2012, with production capacity 
to be reached in Q1 2013. In addition, it is planned to construct a 2 MW solar electric plant in 
Kapshagay.

Kazakhstan's silicon KazPV, refined to solar quality level in Ust-Kamenogorsk, will be a raw 
material for future production (east Kazakhstan region). 

Geothermal energy
Kazakhstan possesses large resources of middle- and low-temperature thermal water. The 
geothermal field Kaplanbek (near the city of Shymkent) with thermal water temperature of 
80°C is used for the heat supply of residential buildings. Thermal water resources (temperature 
80–120°C) near the city of Almaty are used for heating greenhouses in winter and for air-
conditioning in summer.

Hydropower potential
Based on absolute indices of hydro resource potential, Kazakhstan ranks third among CIS 
countries. Because of the mountainous relief in the south and the east, Kazakhstan possesses 
significant hydropower potential. Rivers of the region belong to the basins of the Irtysh river in 
the east and in the north of the country, the Ural river - in the west, the Syr-Darya and Balkhash 
lake rivers - in the south of the country. The use of hydropower potential is provided through 
operation of several large- and medium-sized HPPs – Bukhtarma HPP, Ust-Kamenogorsk HPP 
and Shulbinsk HPP at Irtysh River, Kapchagay HPP at Ili River, Shardara HPP at Syr-Darya River 
and Moynak HPP that is being constructed at Charyn River.

Figure 31: Main thermal water areas in Kazakhstan

Source: www.3tier.com
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Hydropower potential of Kazakhstan is estimated at about 170 billion kWh per year, technically 
feasible – 62 billion kWh, economically feasible – 27 billion kWh, effectively used - 7–8 billion 
kWh per year (8,860.9 million kWh in 2002).

It should be noted that, under the Program of Electricity Sector Development for 2010–2014, it 
is planned to construct a number of peak HPPs, with the largest to be Moynak HPP at Charyn 
River in the Almaty Region. The total construction cost is USD 340 million, including USD 328.8 
million of borrowed funds. It is expected that this plant with design capacity of 300 MW will 
generate 1.27 billion kWh of energy annually that will allow for the peak demand for electricity 
in the southern regions of the country.

The following projects are close to completion:

•	 Construction	of	300	MW	Moynak	HPP;

•	 Modernization	of	Shardara	HPP.

Small HPPs (below 35 MW) are of particular importance for the southern region facing the 
deficit of energy. These small HPPs generate low electricity costs and have an insignificant 
impact on the environment. The following rivers of the region are the most promising for 
hydro power construction facilities: Ili, Charyn, Chilik, Karatal, Koksu, Tentek, Khorgos, Tekes, 
Talgar, Bolshaya Almatinka, Malaya Almatinka, Usek, Aksu, Lepsy. According to experts, small 
HPPs constructed at these rivers will be able to generate about 8 billion kWh of electricity 
annually and meet in full the demand, which is now covered through import from Central 
Asian countries.

District heating sector

General information
In Kazakhstan, all large and small cities and settlements are provided with extensive district 
heating networks at various levels of centralization as follows:

•	 Group	level	–	heat	supply	of	a	group	of	buildings;

•	 District	level	–	heat	supply	of	a	district	in	a	settlement;	

Table 14: Hydropower potential of Kazakhstan

Source: Ministry of Oil and Gas of RK

Hydropower plant category
Potential and its use, billion kWh

Economic potential Used at existing HPP Not used

Small HPP
(Installed capacity below 30 MW) 7.5  0.4

 
7.1

Large HPP
(Installed capacity above 30 MW) 22.5

 
7 15.5

TOTAL 30 7.4 22.6
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•	 City	level	–	heat	supply	of	several	districts;	

•	 Intercity	level	–	heat	supply	of	several	cities.	

Detached individual houses and cottages are supplied with heat by autonomous boiler houses 
using coal, gas and diesel fuel. 

Heat supply in large cities such as Almaty, Astana (regional centers) is provided by CHPs and 
large district boiler houses are in communal properties or in the properties of major companies.

In addition to these sources, there are many enterprises owned by various organizations, which 
supply heat to small cities, settlements and districts of large cities. Organizations, which have 
their own heat sources, include the Ministry of Defense, JSC National Company Kazakhstan 
Temir Zholy, and a number of large enterprises being local economic mainstays. These 
organizations transfer a part of their heat supply systems to the ownership of local executive 
bodies or establish independent legal entities for heat generation and distribution.

Owners of residential buildings as well as budgetary organizations (institutions) in regional 
centers and some settlements also have independent sources of heat. 

In accordance with the Rules of Approving Tariffs and Estimates of Tariffs for Natural Monopolies' 
Services, approved by АРЕМ RK, 19 March 2003, tariffs for heat generation, transmission, 
distribution and supply services are established as per 1 Gcal of heat.

According to the Statistical Agency of Kazakhstan, the total length of heat networks (2-pipe) 
is 11,700 km, including 3,800 km (32.6%) in communal property, 7,900 km (67.4%) in private 
property. The total (63%) of network pipes needs replacement and repair.

Because of the high level of heat network wear, heat losses are increasing and in 2009, 
according to the Statistical Agency of Kazakhstan, these amounted to 11.6 million Gcal, or 
17.5% of the total heat sold.

The level of heat supply provision with metering equipment is very low. According to expert 
estimates, the total requirement is 45,800 meters; the number of installed meters is 23,300. 
Because of inadequate accounting, it is impossible to determine the actual level of heat 
consumption.

Small boiler houses (below 100 Gcal/h) generate about 30% heat. The efficiency ratio of these 
heat sources is about 60%, specific fuel rate is high; this results in excess consumption equal to 
645,300 tons of reference fuel per year, or KZT 1.75 billion, and in additional emissions.

Legislation on heat supply sector
On 30 April 2011, the government of the Kazakhstan Republic approved the Program of 
Modernization of Housing and Utilities Sector of the Kazakhstan Republic for 2011–2020.

The program will provide for development and implementation of measures aimed at 
modernization of utilities’ infrastructure, development of an optimum model of relations in 
the residential sector, improvement of the quality of the housing and utilities services for the 
population and will ensure the maintenance of the common areas of condominiums, including 
modernization through the development of special financing mechanisms.
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The program will be implemented in two stages:

•	 Stage	1:	2011–2015

•	 Stage	2:	2016–2020

The issues of energy saving in the residential sector require special attention. To improve the 
energy efficiency of the residential sector, it is necessary to develop a legal framework for the 
following tasks:

•	 	Developing	 and	 providing	 for	 integration	 of	 requirements	 for	 energy	 saving	 and	
improvement of energy efficiency in town planning, architectural/construction and other 
design (project estimates) documentation, developed and approved for the purposes of 
building rehabilitation and construction;

•	 	Strengthening	 of	 architectural	 and	 construction	 control	 of	 compliance	 with	 the	
requirements for energy saving and improvement of energy efficiency in the process of 
building constructions, rehabilitation and commissioning;

•	 	Providing	for	the	country-wide	installation	of	building-level	meters	and	automatic	systems	
of heat consumption control;

•	 Conducting	country-wide	energy	audits	and	modernization	in	condominiums;

•	 	Extending	 government	 support	 measures	 for	 home	 owners	 in	 apartment	 buildings	 –	
measures that do not comply with requirements for energy saving and improvement of 
energy efficiency.

These tasks may be fulfilled through the development of conceptual design materials and 
design documents for the modernization of standard apartment buildings, development of an 
instrument of subsidy, government financing of apartment building modernization projects, 
and procurement and installation of building-level meters and automatic systems of heat 
consumption control.

The following laws are of key importance for the heat supply sector of Kazakhstan:

•	 Law	of	RK,	9	July	1998	No.	272-I	On	Natural	Monopolies	and	Regulated	Markets;

•	 Law	of	RK,	9	July	2004	No.	588-II	On	Electricity;

•	 Law	of	RK,	25	December	1997	No.	210-I	On	Energy	Saving;

•	 Regulations	of	the	Agency	for	Regulation	of	Natural	Monopolies.

In addition, the government approved various resolutions on rules of calculating consumption 
standards, maximum tariffs, levels of emissions from burning various fuels in boiler installations 
of thermal power plants, etc.

Currently, the government has developed the following guidelines and regulations for the 
heating sector:

•	 Guidelines	on	energy	monitoring	and	audit	in	buildings;

•	 Recommendations	on	fuel	consumption	standards	for	individual	houses;

•	 Methods	of	detecting	heat	losses;

•	 Methods	of	reducing	emissions	produced	by	utilities.	

ENERGY SECTOR STRUCTURE
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As of September 1, 2011, KZT 51.4 bln was paid out within the Modernization of Housing and 
Utilities program, as the press service of the Kazakh Agency for Construction, Housing and 
Utilities reported21.

Heating market structure
Today, in accordance with Article 4 of the Law of the Kazakhstan Republic on Natural Monopolies, 
heat generation, transmission, distribution and supply services are included in the natural 
monopoly category; the share of the final tariff for heat supply regulated by the agency is 100%.

The following companies provide services of heat generation, transmission, distribution and 
supply in five respective regions:

•	 Almaty	Region	-	GKP	Taldykorganteplo	service;

•	 Akmola	Region	-	GKP	District	Boiler	House	2;

•	 West	Kazakhstan	Region	-	JSC	Zhayikteploenergo;

•	 Karaganda	Region	-	LLP	Karaganda	Zhilu;	

•	 Kostanay	Region	–	GKP	Kostanay	Heating	Company.

In other regions, the services of heat generation, transmission, distribution and supply are 
provided by a number of organizations and companies.

In accordance with the Rules of Heat Use approved by the order of the Minister of Energy 
and Mineral Resources of the Kazakhstan Republic No. 10, 24 January 2005, the purchase and 
sale of heat is based on heat supply contracts between heating companies and consumers, 
connected to networks of heat supply and/or heat transmission companies.

Nuclear energy

General information
The Kazakhstan Republic can boast significant potential for nuclear power industry 
development and has the following objective preconditions for this:

1.  Close to 19 % of the world's explored uranium reserves are concentrated within the 
Kazakhstan Republic; 

2. It has its own developed uranium mining and processing industry; 

3.  Fulfillment of Kazatomprom’s strategy, related to creation of a company with a complete 
nuclear fuel cycle will allow for the provision of a nuclear power industry in Kazakhstan 
with nuclear fuel produced within the country. It will also allow for the possibility of setting 
up lower tariffs for electric power; 

4.  Qualified personnel, who have been providing continuous work at the world's first pilot 
commercial fast breeder reactor BN-350 for over a quarter of a century, an is still working in 
Kazakhstan. Since 1999, the reactor has been under decommissioning; 

5.  Since Soviet Times, Kazakhstan has had a unique scientific base for research in the sphere 
of nuclear physics, as well as qualified scientific and technical staff; 

21 http://www.primeminister.kz/program/event/view/604; accessed December 13, 2012.
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6.  The Republic continues to successfully operate three research nuclear reactors for scientific 
purposes; 

7.  There is the infrastructure for fundamental and applied research within the sphere of the 
nuclear power industry and nuclear physics, including work on justification of nuclear 
power industry safety, testing of advanced fuel for nuclear reactors and development of 
nuclear engineering projects; 

8. A national system of nuclear and radiation safety is integrated with the IAEA; 

9.  A legal and normative framework regulates the main aspects of activity relating to the 
peaceful use of nuclear power. 

Currently, Kazakhstan ranks second in uranium production in the world after Australia, having 
outstripped not only Russia, but Canada as well. In 2011, uranium production exceeded 19,000 
tons, a 9% increase on year-on-year basis. In 2012–2015, it is planned to increase uranium 
production level to 25,000 tons. Kazakhstan holds about 35% of the global natural uranium 
market. In 2011, the National Atomic Corporation Kazatomprom only (with interests in 
subsidiaries and associated enterprises) produced over 11,000 tons of uranium, or 20% of the 
global production.

There are about 129 known uranium deposits and ore occurrences in Kazakhstan. The main 
reserves are concentrated in 19 major fields suitable for development with use of the most 
cost-efficient and ecologically safe method of in-situ leaching. Commercial production 
of uranium in Kazakhstan is carried out in nine deposits in three uranium basins: Chu Sary 
Su (60.5% of the total national reserves), Syrdarya (12.4%) and North Kazakhstan (16.5%). In 
north Kazakhstan production of uranium is carried out in mines. The deposits of these mines 
comprise 132,765 tons. Uranium production level at existing Kazakhstan mines may be 
maintained at 5,000 tons by 2021. Kazakhstan implements projects of expanding the existing 
mines and the construction of 12 new mines. In 2007, a mine on the east Mynkuduk field was 
put into operation. The mine capacity is of 1,000 tons uranium concentrate per year. Total 
reserves of deposits (where construction is carried out) amount to 639,820 tons. Kazakhstan 
holds about 19% of the world's proven uranium reserves, Australia and Canada – 25% and 11% 
of discovered reserves, respectively.

The resources of Kazakhstan contain about 19% of the explored reserves of uranium in the 
world – which is around 1.6 million tons. Dozens of uranium deposits discovered in the 
territory of Kazakhstan are different in terms of their formation conditions and practical value. 
The deposits grouped in the following six uranium provinces are as follows:

 -  Chu-Sarysu uranium ore province. Uranium mineralization occurred in the regional 
stratum oxidation zones. Reserves are more than 60% of the total reserves of Kazakhstan. 
Presently operating mines: Uvanas, Mynkuduk, Kanzhugan, Moinkum, etc.

 -  Syrdarya uranium ore province. Uranium mineralization occurred in the regional stratum 
oxidation zones. Reserves are more than 12% of total reserves of Kazakhstan. Presently 
operating mines: Northern Karamurun, Southern Karamurun.

 -  Northern Kazakhstan uranium ore province. Genesis: vein stockwork mineralization of 
Paleozoic and Paleozoic folded complexes. Reserves are more about 16.5% of the total 
reserves of Kazakhstan. Shaft mining is in progress in the Vostok mine, by Stepnogorsk mill 
managed by Kazatomprom.

ENERGY SECTOR STRUCTURE
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 -  Caspian uranium ore province. The uranium occurrence is associated with the fossil fish 
phosphorous bone detritus conglomeration. Uranium production has been put on hold 
since the time of profusion following the collapse of the USSR.

 -  Balkhash uranium ore province. Endogenous vein stockwork of inland volcanogenic 
complexes. Uranium production stopped after the major deposits exhausted during the 
Soviet Era.

 -  Ili uranium ore province. Uranium occurs mainly in uranium-coal deposits formed by 
oxidation of the lignite bed roofs. Reserves are about 6% of total reserves of Kazakhstan. 
There is no uranium production at the present time.

Further development of nuclear fuel cycle activities include the production of fuel rod arrays 
for power reactors. To this end it is planned to establish an enterprise to adapt fuel rod array 
production technology and to launch a pilot fuel rod array production line at the site of Ulba 
Metallurgical Plant. 

Currently, the country continues its efforts to increase uranium production at existing mines 
and has started development of new ones. Kazakhstan has established joint ventures with 
Russia, Japan and Canada. Within the framework of the cooperation agreement signed with 
Japanese companies, Kansai Electric and Sumitomo, efforts are applied to promote Kazakh 
nuclear fuel cycle services to the Japanese market and supply nuclear fuel components to 
Japanese NPPs.

Kazakhstan supplies natural uranium, uranium dioxide powder to Westinghouse’s plant 
(Sweden), fuel pellets – to Russian NPPs, nuclear fuel cycle services for processing uranium-
containing scraps for AREVA (France) and General Electric (USA). Fuel pellets certification for 
western design reactors is under way. A breakthrough project in developing a hi-tech tantalum 
production is implemented (high-capacity tantalum powders, sputtering targets, rods). In 
order to provide for long-term energy security of the country, it is planned to construct and 
put into operation a nuclear power plant, which can use significant reserves of uranium in the 
fuel cycle and improve the efficiency of the available hydrocarbon resources use.

State company 
The Atomic Company KAZATOMPROM is the National Operator of the Kazakhstan Republic for 
import and export of uranium, rare metals, nuclear fuel for power plants, special equipment 
and dual-purpose materials. One hundred percent of the company’s stock is held by the 
government under the National Welfare Fund SAMRUK-Kazyna. At present, over 25,000 
workers are employed by the company. Kazatomprom is one of the world's leading uranium 
mining companies.

To support the nuclear renaissance worldwide and, while also pursuing a concept of large 
scale international cooperation, KAZATOMPROM also aims to achieve the goal of becoming 
a top vertically integrated transnational company, with a complete service package – from 
uranium exploration and production to nuclear fuel manufacturing and construction of power 
generation units. Also, KAZATOMPROM deals with non-ferrous metallurgy and development 
of RES in Kazakhstan.

The strategy for beryllium development is aimed at production of competitive higher added 
value output based on science-intensive technologies. For this purpose a number of hi-tech 
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innovation projects have been, and are being, implemented:

•	 	As	part	of	a	China–Kazakhstan	joint	venture	operation,	production	of	copper-beryllium	flat	
products. 

•	 Participation	in	the	ITER	(construction	of	thermonuclear	reactor)	international	project.	

Partnership with foreign companies 22

Taking into account the growing capacities of nuclear power engineering and shortages of 
uranium, joint investment projects in Kazakhstan have already generated great interest among 
companies from the USA, Europe, Russia, Japan and China. In April 2005, South Korea and 
Kazakhstan established a joint mining venture for uranium, and scheduled to begin operations 
in 2008 with an eventual annual output of 1,000 tons. In April 2006, Kazakhstan and Japan 
signed a civil nuclear cooperation agreement under which Japan will import uranium for 
power generation from Kazakhstan. Other foreign companies investing in Kazakhstan's 
uranium	 industry	 include	Canada's	 SXR	Uranium	One	 Inc.,	 Japan's	Marubeni	 Corp.,	 China's	
Guangdong Nuclear Power Group, Britain's New Power Systems Ltd. and the U.S. uranium 
trading company Nukem. In October 2007, Kazatomprom completed its purchase of a 10% 
stake in Westinghouse from Toshiba for $540 million23.

Joint venture company, Kazakhstan-Russia 
In accordance with the Comprehensive Program of Russian–Kazakhstan cooperation in the 
field of peaceful uses of nuclear energy, this joint venture was established, 7 December 2006. 
The program makes provision for the establishment of projects in the territory of the Kazakhstan 
Republic, and for joint ventures on uranium production with the volume of 6,000tU, and in 
establishing, in the territory of the Russian Federation, the uranium enrichment joint venture 
with the capacity of 5 mln. separative work unit (SWU), which is sufficient for their processing 
needs (UEC Project).

 On July 5, 2010 NAC Kazatomprom JSC of Kazakhstan and the State Corporation Rosatom 
of Russia Federation signed the Joint Statement on the implementation of the UEC Project 
under the alternative variant, which specifies the participation of the joint venture CJSC UEC in 
the charter capital of the existing Russian separation enterprise – OJSC «Ural Electrochemical 
Plant» (OJSC UECP).

 The shareholder and option agreements signed between NAC Kazatomprom JSC and OJSC 
TVEL regulate the procedure of execution of rights of CJSC UEC shareholders, the terms of 
transfer of shares and the management procedure of CJSC UEC, and authorize the parties to 
concentrate on the closing stages of the project.

 The next stage will consist of the acquisition by CJSC UEC of the shares of OJSC UECP (25%+1 
share), upon which the joint venture will have access to enrichment services in the annual 
volume up to 5 mln. SWU. From the time of implementation in the second half of 2013, the 
parties are planning a service delivery framework for the UEC Project alternative.

22 http://www.kazatomprom.kz/en/news/. Accessed 14 December 2012.
23 http://ww.kazembassy.org.uk/energy_sector.html. 14 December 2012.
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Joint venture company, Kazakhstan-Japan 
On November 2, 2012 the opening ceremony of the new rare earth metals (REM) concentrates 
production complex took place in Stepnogorsk City, Akmolinskaya Oblast. The plant was built 
by Summit Atom Rare Earth Company (SARECO), the joint Kazakhstan-Japan venture. 

About $30 million was invested into the REM pilot production in Stepnogorsk City by the 
participants of SARECO in accordance with their participatory interests in the charter capital: 
NAC Kazatomprom JSC - 51% and Sumitomo Corporation - 49% accordingly.

The plant represents the unique complex of thermal and hydrometallurgical processing of 
different types of raw materials, and symbolizes the work performed jointly by Kazakhstani, 
Japanese and European scientists and engineers. The plant was designed and constructed in 
compliance with all requirements of environmental standards. The technology and control 
systems applied are environmentally sound. SARECO’s plant is designed to produce 1,500 tons 
of TREO (amount of REM oxides) per year, with the annual capacity increase in 2015 to 3,000 
tons of TREO, and to 5,000–6,000 tons of TREO by 2017. The major part of production will 
comprise of the REM of the so-called heavy group, which is in great demand nowadays. The 
main target market of SARECO is the Japanese market. 

The enterprise will not restrict itself to the production of its primary product – the bulk REM 
concentrate. An isotope separation process is expected to be established in the Kazakhstan 
territory by 2015, provided that the production has a long-term raw material source. 

Joint projects, Kazakhstan–France
Partnership between Kazakhstan and France in nuclear energy started in 1996, when first 
intergovernmental agreements in the joint development of south Kazakhstan uranium deposits 
were signed. The Kazakhstan–French joint venture KATCO LLP was established the same year, 
with AREVA (France) and National Atomic Company Kazatomprom (Kazakhstan) as funders.

During the visit of the President of France Mr Nicolas Sarkozy to Kazakhstan, the Agreement 
on establishment of the IFASTAR (Integrated Fuel Asia Star) new fuel marketing Kazakh–French 
joint venture for nuclear power plants was signed in Astana on 6 October 2009.

The feasibility study for construction became the main task in establishing JV Kazgermunai, 
including design of fuel assembly production lines, as well as evaluation of the Asian target 
market in relation to marketing of integrated fuel packages to operating nuclear power 
companies in Asia. The project’s feasibility study is now completed, and based thereon, it was 
decided on 27 October 2011 in Paris to establish a joint venture on fuel assembly production 
in Kazakhstan at Ulba Metallurgical Plant under the AREVA Project.

JSC NAC Kazatomprom and French Alternative Energy and Atomic Energy Commission (CEA) 
have signed an agreement on solar energy joint research projects (photovoltaic) during the official 
visit of the President of the Kazakhstan Republic to France in October 2010. NAC Kazatomprom 
and BRGM have concluded the memorandum on establishment of Kazakh–French Scientific 
Laboratory of Rare and Rare Earth Metals. The memorandum on organization of higher education 
and advanced training for the personnel of Kazakh nuclear industry was signed between NAC 
Kazatomprom and the European Company of Monitoring and Strategic Consulting. Also, the 
agreement was signed between the Kazakhstan Nuclear Society and French Nuclear Energy 
Society on strengthening scientific and technology cooperation for development of nuclear 
energy for peaceful purposes and technical processes of the two countries. 
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During the working visit of the President of the Kazakhstan Republic Mr Nursultan Nazarbayev 
to the French Republic, the Strategic Partnership Agreement was signed between the National 
Atomic Company Kazatomprom, the Bureau of Geological and Mining Research (BRGM) and 
the European Company of Monitoring and Strategic Consulting (CEIS) on 19 September 2011. 

According to the signed agreement, the partnership between Kazatomprom, BRGM and CEIS 
(French scientific and research companies) followed six directions:

•	 Geology	and	metallogeny	of	rare	and	rare	earth	metals	(RM	and	REM)	

•	 RM	and	REM	analysis	(including	uranium);	

•	 Development	of	RM	and	REM	extraction	technologies;	

•	 Development	and	certification	of	analytical	methods;	

•	 Personnel,	education	and	training;	

•	 Preparation	of	feasibility	studies	for	mining	projects	and	processing	cycles.	

The joint work of Kazatomprom and leading French scientific and research companies 
contributed to the advancement of the knowledge and determination of task-oriented 
actions in RM and REM; this research will also foster technology transfer between Kazakhstan 
and France.

Development of REM deposits and REM-based production is a new trend for Kazakhstan in 
industrial and innovative development; these advances will lead to establishment of high-
value-added productions and dominate the emerging market of REM.

KazPV Project has become the practical implementation of strategic agreements on industrial 
and innovation cooperation between Kazakhstan and France. On 25 December 2012, in Astana 
a solemn air the start-up program took place at the photovoltaic module production plant of 
“Astana Solar” LLP – subsidiary of KAZATOMPROM. “Astana Solar” plant is the final technological 
unit of the large KazPV project, in the framework of which is a fully integrated alternative 
industrial energy source production line in creation in Kazakhstan.

The new plant in Astana will produce solar voltaic arrays on the basis of 100% Kazakhstani 
silicon. Estimated capacity of producing photovoltaic plates will be 50 MW with further 
expansion up to 100 MW.

Legislation in nuclear sector 24

The Law On Atomic Energy Use (No. 93, 14 April 1997) establishes legal standards and 
principles for regulation of public relations in the field of atomic energy use; it is targeted at 
the protection of humans’ health and life, the environment and advocates nuclear weapon 
non-proliferation and nuclear and radiation safety in atomic energy use.

This law establishes the basic rights of authorized state bodies and officials in the field of 
atomic energy use, as well as the necessary licensing of all types of atomic energy activities.

The Law On Licensing (No. 214, 11 January 2007) regulates the state licensing procedures for any 
activity or defined activities subject to licensing; in addition, it sets the basic licensing principles, 
types and forms of licenses, and sets the list of documents necessary to get the license.

24 http://www.kaec.kz/act/index.html; Accessed 13 December 2012.
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The Law on Radiation Safety of Population(s) (No. 219, 23 April 1998) regulates public relations 
in the field of radiation safety; it also protects the health of populations from the negative 
impact of radiation, and sets the main principles of radiation safety.

This law establishes the jurisdiction of state bodies on provision of radiation safety; also, it 
supports the general requirements for radiation safety assessment and radiation safety when 
using radiation sources.

The Decree of the government of the Kazakhstan Republic (No. 270, 19 March 2008) "On 
Approval of Qualification Requirements to Activities Subject to Licensing in the Field of 
Atomic Energy Use” establishes the list of activities subject to licensing in the Committee of 
Atomic Energy (in compliance with the Law “About Atomic Energy Use”), and establishes the 
qualification requirements that applicants may need for work in the atomic energy field, and 
the list of documents necessary to obtain a license.

Coal sector

General information
The coal sector is one of the key sectors of Kazakhstan’s fuel and energy complex. It provides 
fuel for electricity, the metallurgy sectors and the industry in general, agriculture and the 
population of the country.

Kazakhstan is among the world's top 10 coal-rich countries. Most of the coal deposits are 
concentrated in the Central (Karaganda and Ekibastuz coal basins) and north Kazakhstan 
(Turgayskiy coal basin). Today, the coal sector of the country covers the demand for electricity 
generation (over 70%) and coke production.

The general potential for developing the probable reserves of coal based on open-cut mining 
in the Republic is estimated at 400 million tons per year. Recoverable reserves of coal suitable for 
open-cut mining are 21 billion tons and are concentrated mainly in the Ekibastuz basin (51%).

A total of 33 coal mining companies successfully operate at these fields, including the major 
companies Bogatyr Access Komir Ltd, Vostochny mine of JSC Eurasia Energy Corporation, Coal 
Department of JSC Arcelor Mittal Temirtau, Borly Coal Department of Kazkhmys Corporation, 
JSC Shubarkol-komir, and others. 

The coal sector of Kazakhstan includes 24 coal mines and 11 coal pits – the total design capacity 
equivalent to 162 Mt. The main coal deposits are located in the central regions of Kazakhstan, 
and such a geographical location is very convenient for coal transportation through this 
territory of the country.

During the period of independent development, Kazakhstan's miners extracted about 1.5 
billion tons of coal. Currently, the level of coal production in Kazakhstan has stabilized at over 
100 Mt per year.
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Further coal production can also be provided through underground mining methods by 
removing the topsoil and preparing underlying coal layers, based on technical upgrading and 
reconstruction of operating mines and by the construction of new mines. The further increase 
in production capacity in the case of open-cut coal mining is linked to the introduction of 
state-of-the-art technological methods and high-performance mining, transport and ancillary 
equipment at the coal mines. The building of new coal-producing enterprises (mines and pits), 
reconstruction and technical upgrading of production capacities require significant investment. 
The necessary investments for increasing coal production in Kazakhstan for 2007–2020 will 
be USD 3.9 billion, including USD 2.1 billion – for development of coking coal production 
capacities, and USD 1.8 billion for development of steam coal-production capacities.

Table 15: Resources and distribution of coal, thousand tons

Source: Statistical Agency of Kazakhstan 

Item 2005 2006 2007 2008 2009 2010 2011

Resources 94,355.3 103,692.7 107,044.5 118,934.5 108,748.6 119,105.8 126,374.1

Opening balance 7,331.1 7,198.3 8,845.5 7,579.8 7,614.9 7,920.8 9,769.2

Production 86,585.8 96,231.0 97,828.6 111,071.9 100,854.1 110,929.6 116,449.5

Received from all sources,  
including import

438.4 263.4 370.3 282.8 279.7 255.4 155.3

Distribution 94,355.3 103,692.7 107,044.5 118,934.5 108,748.6 119,105.8 126,374.1

Used, including: 54,905.9 60,227.4 61,761.6 59,213.2 58,316.7 61,269.2 64,726.8

Conversion in other types of energy 40,221.5 49,431.0 47,255.8 43,971.6 47,690.9 49,913.7 50,143.5

Production and technology needs 14,684.4 10,796.4 14,505.8 15,241.6 10,625.8 11,355.5 14,583.3

Other 2,149.1 1,860.5 2,095.3 1,119.9 1,104.2 1,974.7 3,369.9

Sold to other enterprises,  
households and exported

30,352.2 32,680.4 35,208.8 51,034.0 41,421.8 46,081.2 47,978.4

Balance as of the year end 6,948.1 8,924.4 7,978.8 7,567.3 7,906.0 9,780.7 10,299.0

ENERGY SECTOR STRUCTURE
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In Kazakhstan, coal is used mainly as a raw material for electricity generation (over 40% of the 
total production); coal is exported (about 40%) via foreign markets and sold to Kazakh citizens 
and enterprises.

By 2020, Kazakhstan's Ministry of Industry and New Technologies intends to invest US$4.14 billion 
in the development of the country's coal industry. According to the Ministry, the investment will 
be directed towards increasing the country's coal production to 145 Mt by that date. Until 2003, 
Kazakhstan's coal exports were almost entirely going to Russia to supply its thermal power plants. 
In recent years, the country also started exporting to markets in Western Europe. While most of 
the coal exported is still being sent across the border into Russia, a small amount (about 10–12% 
of the exports) is being exported to Western Europe, through Russia, by rail. This is high quality 
coal mined in opencast mines in the Shubarkol-Komir mining area of the Karaganda fields.

Carbon capture and storage and underground coal gasification are not part of any present 
or near future plans in Kazakhstan. However, one of the ways in which emissions are being 
reduced is by using special technologies to improve the efficiency of the burning process of 
the high ash content of coal. Most of the boilers have been in operation for 25–30 years. Also, 
electric thermal power plans have not been provided with equipment for sulphur and the 
removal of nitrogen oxide from the flue gas. Still, it is claimed that over 90% of the particulate 
matter emissions is captured at all power plants. Projects are under way in Kazakhstan to 
capture coal bed and coal mine methane and use it as a fuel .

Coal companies 
Currently, 18 coalmining companies work in the country: ArcelorMittal is a single player in the 
coking coal segment; Eurasian Energy Corporation – an energy division of ENRC – exploits one 
of three giant open pit mines in Ekibastuz, as well as a few smaller steam coal mines, and it is 
counted to be grade # 2 in steam coal.

Figure 32: Coal consumption structure in 2005–2011, %

Source: Statistical Agency of Kazakhstan
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“Bogatyr Komyr” is the largest coal-mining company in Kazakhstan, accounting for about 
70% of the total coal produced in the Ekibastuz basin and for about 45% of the total coal 
production in the Kazakhstan Republic. Moreover, «Bogatyr Komyr», LLP is one of the world’s 
largest enterprises with open pit coal mining. The total recoverable reserves of the company 
are about 3 billion tons of coal. Currently, «Bogatyr» mine has an annual production of 32, and 
«Severny» mine – 10 mm tons of coal. The traditional sales market for «Bogatyr Komyr», LLP 
production are heat power plants in Russia, mainly those in the Ural region (42% of total coal 
shipped), and in Kazakhstan, where the Ekibastuz heat power plants (53%) are located within 
the housing and communal services (5%).

Bogatyr Komyr», LLP has implemented the investment program for technical extension to 
2016. This program provides for the introduction of advanced technologies for production, 
shipping, transportation of coal as well as improvement of coal conditions (homogenization) 
and the replacement of the main technological equipment in operation. The total investment 
required for its full implementation is about US $ 500 m.

The company has begun the final phase of the program. It is at this phase that a full transition 
to a cyclic-flow technology of coal mining will occur. Trunk conveyors in pit crushing and in 
the positioning of transfer points, overhead conveyors to transport coal from the mine to the 
surface, as well as the loading complex are being built in the mine. In addition, it is planned to 
extend a heavy dump truck (dumper truck) park for construction and production needs.

ENERGY SECTOR STRUCTURE
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Table 16: Bilateral double taxation treaties

No. Country Signed Ratified Entered into force

1 Austria 10 September 2004 30 December 2005 1 March 2006

2 Azerbaijan 16 September 1996 24 February 1997

3 Armenia 6 November 2006 15 December 2010 19 January 2011

4 Belarus 11 April 1997 31 October 1997 13 December 1997

5 Belgium 16 April 1998 9 November 1998 13 April 2000

6 Bulgaria 13 November 1997 09 July 1998 24 July 1998

7 United Kingdom 21 March 1994 26 June 1996 21 August 1996

8 Hungary 7 December 1994 21 April 1995 3 March 1996

9 Vietnam 29 October 2011 not ratified

10 Germany 26 November 1997 9 November 1998 21 December 1998

11 Georgia 11 November 1997 9 July 1998

12 India 9 December 1996 3 July 1997 28 August 1997

13 Islamic Republic of Pakistan 23 August 1995 25 December 1995 29 January 1997

14 Iran 1 January 1996 3 July 1997

15 Spain 02 July 2009 14 January 2011 18 August 2011

16 Italy 22 September 1994 21 April 1995 26 February 1997

17 Canada 25 September 1996 24 February 1997

18 China 12 September 2001 2 June 2003 27 July 2003

19 Korea 18 October 1997 9 July 1998

20 Kyrgyzstan 8 April 1997 11 July 1997 31 March 1998

21 Latvia 06 September 2001 14 November 2002 2 December 2002

22 Lithuania 7 March 1997 31 October 1997 11 December 1997

23 Luxembourg 26 June 2008 not ratified
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Source: Statistical Agency of Kazakhstan 

24 Malaysia 26 June 2006 22 February 2007 27 May 2010

25 Moldova 15 July 1999 15 January 2002

26 Mongolia 12 March 1998 9 November 1998 2 December 1999

27 Netherlands 24 April 1996 24 February 1997

28 Norway 03 April 2001 15 December 2005 24 January 2006

29 United Arab Emirates 22 December 2008 not ratified

30 Poland 21 September 1994 21 April 1995 13 May 1995

31 Russian Federation 18 October 1996 03 July 1997 29 July 1997

32 Romania 21 September 1998 24 June 1999

33 Saudi Arabia 26 October 2009 not ratified

34 Singapore 19 September 2006 29 May 2007 14 August 2007

35 Slovakia 21 March 2007 30 December 2007 28 July 2008

36 USA 24 October 1993 26 June 1996

37 Tajikistan 16 December 1999 21 October 2000 7 November 2000

38 Turkmenistan 27 February 1997 9 July 1998 10 March 2000

39 Turkey 15 August 1995 03 January 1996 18 November 1996

40 Ukraine 9 July 1996 24 February 1997 7 April 1997

41 Finland 24 March 2009 31 May 2010 5 August 2010

42 France 03 February 1998 9 November 1998 1 August 2000

43 Czech Republic 9 April 1998 9 November 1998

44 Switzerland 21 October 1999 5 July 2000 24 November 2000

45 Sweden 19 March 1997 9 July 1998 2 October 1998

46 Estonia 1 March 1999 30 December 1999 28 September 2000

47 Japan 19 December 2008 30 November 2009
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Table 17: Bilateral treaties on the protection and promotion of foreign investments

No. Country Signed Ratified Entered into force

1 Austria 12 January 2010 not ratified

2 Azerbaijan 16 September 1996 5 December 1997 30 April 1998

3 Armenia 6 November 2006 22 May 1998 1 August 2010

4 Bulgaria 15 September 1999 15 May 2001 20 August 2001

5 United Kingdom 23 November 1995 22 November 1996 9 January 1997

6 Hungary 7 December 1994 12 May 1995 3 March 1996

7 Vietnam 15 September 2009 not ratified

8 Greece 26 June 2002 not ratified

9 Georgia 17 September 1996 5 December 1997 24 April 1998

10 Egypt 14 February 1993 15 September 1995 28 March 1997

11 Israel 27 December 1995 12 July 1996 19 February 1997

12 India 9 December 1996 8 May 1998 26 July 1998

13 Jordan 29 November 2006 20 March 2008 1 July 2008

14 Iran 16 January 1996 2 July 1996 3 April 1999

15 Spain 23 March 1994 26 April 1995 22 June 1995

16 Qatar 4 March 2008 not ratified

17 China 10 August 1992 8 June 1994 18 August 1994

18 Korea 20 March 1996 22 November 1996 26 December 1996

19 Kuwait 31 August 1997 22 February 2000 1 May 2000

20 Kyrgyzstan 8 April 1997 28 October 1997 1 June 2005

21 Latvia 8 October 2004 17 March 2006 21 April 2006
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22 Lithuania 15 September 1994 20 February 1995 25 May 1995

23 Malaysia 27 May 1996 11 June 1997 3 August 1997

24 Mongolia 2 December 1994 29 April 1995 13 May 1995

25 Netherlands 27 November 2002 8 May 2007

27 Pakistan 8 December 2003 17 March 2006 7 December 2009

28 Poland 21 September 1994 12 May 1995 25 May 1995

29 Romania 25 April 1996/  
2 March 2010

22 November 1996/  
not ratified

5 April 1997/ 
not effective

30 Russian Federation 6 July 1998 11 December 1998 11 February 2000

31 Slovakia 21 November 2007 not ratified

32 USA 19 May 1992 18 December 1992 12 January 1994

33 Tajikistan 16 December 1999 17 October 2001 20 November 2001

34 Turkey 1 May 1992 29 January 1993 10 August 1995

35 Uzbekistan 2 June 1997 29 August 1997 8 September 1997

36 Ukraine 17 September1994 20 April 1995 4 August 1995

37 Czech Republic 8 October 1996 11 June 1997 2 April 1998

38 Switzerland 12 May 1994 8 May 1998 13 May 1998

39 Sweden 25 October 2004 17 March 2006

40 Economic union Belgium-
Luxembourg

16 April 1998 30 December 1999 06 February 2001

41 Estonia 20 April 2011 not ratified

42 Finland 9 January 2007 11 January 1998 1 May 2008

43 France 3 February 1998 5 July 2000 21 August 2000

Source: www.online.zakon.kz
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COUNTRY: KAZAKHSTAN

MEASURES

Land Code of the RK of 20 June 2003 No. 442-II, Articles 23, 24, 37

SECTOR

National economy

LEVEL OF GOVERNMENT

National

DESCRIPTION

Foreign nationals, stateless persons and foreign legal entities (non-state) may hold private 
ownership of land plots granted for construction, or land plots comprising constructed 
production and non-production buildings, including residential (structures, facilities) and their 
complexes, and land designed to serve buildings (structures, facilities) in accordance with the 
intended use.

Foreign nationals and foreign legal entities may not hold private ownership of land designated 
for agricultural production and afforestation. 

Foreign nationals, stateless persons and foreign legal entities, as well as legal entities in which 
foreign nationals, stateless persons and foreign legal entities holding an interest in excess of 
50% may acquire land plots designated for agricultural production only in lease for temporary 
use for up to 10 years.

Lands located in border areas and frontier belts shall not be granted to foreign nationals, 
stateless persons and foreign legal entities in private ownership. 

PHASE-OUT

No plans at present.

OTHER EXCEPTIONS

None.
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COUNTRY: KAZAKHSTAN

MEASURES

Law of the RK of 1 March 2011, No. 413-IV On State Property, Article 188(3)

Rules for Sale of Assets Subject to Privatization (approved by the Resolution of the Government 
of RK of 9 August 2011 No.920)

SECTOR

National economy

LEVEL OF GOVERNMENT

National

DESCRIPTION

Foreign nationals, stateless persons, legal entities with the participation of non-residents and 
their affiliated entities are not admitted to auctions for strategic properties.

In accordance with Article 193–1 of the Civil Code of the RK, strategic assets shall be the 
property of social and economic significance for sustainable development of Kazakhstan’s 
society, where ownership and/or use and/or disposal of such property will influence the 
national security of Kazakhstan.

The following assets may be included in the concept of strategic category management: Long-
distance railway networks; oil transmission pipelines; gas transmission pipelines; national grid; 
refineries; generation installations with capacity of at least 50 MW; nuclear energy facilities, and 
other facilities indicated in Article 193–1 of the Civil Code of the RK; as well as stocks (interest, 
shares) of legal entities, which own strategic assets, stocks (interest, shares) of individuals and 
legal entities that may directly or indirectly define decisions or influence decisions taken by 
legal entities, which own strategic assets. Strategic assets may be in a state of private ownership 
in accordance with Kazakhstan legislation.

PHASE-OUT

No plans at present.

OTHER EXCEPTIONS

None 
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Table 18: Natural gas prices effective from 19 August 2011, With VAT

No. Indicators
Effective tariff

(KZT/1000 cubic 
meters)

1 Kostanay Region

Without tariff for transportation by distribution gas pipelines  
for consumers receiving gas from transmission pipelines:

for legal entities using natural gas for generation of heat for households 14,854.17

for legal entities using natural gas for generation of heat for legal entities and for other legal entities 15,610.95

2 Kyzylorda Region 

With tariff for transportation by distribution gas pipelines 
for consumers receiving natural gas from distribution gas pipelines:

for households and legal entities using natural gas for generation of heat for households 4,191.88

for legal entities using natural gas for generation of heat for legal entities and for other legal entities 4,948.66

Without tariff for transportation by distribution gas pipelines 
for consumers receiving natural gas from distribution gas pipelines:

for households and legal entities using natural gas for generation of heat for households 2,562.33

for legal entities using natural gas for generation of heat for legal entities and for other legal entities 3,319.12

3 South Kazakhstan Region

With tariff for transportation by distribution gas pipelines 
for consumers receiving natural gas from distribution gas pipelines:

for households and legal entities using natural gas for generation of heat for households 19,553.09

for legal entities using natural gas for generation of heat for legal entities and for other legal entities 20,309.88

Without tariff for transportation by distribution gas pipelines 
for consumers receiving natural gas by transmission pipelines:

for legal entities using natural gas for generation of heat for households 14,909.26

for legal entities using natural gas for generation of heat for households 15,666.04

for consumers receiving natural gas from distribution gas pipelines: 

for households and legal entities using natural gas for generation of heat for households 17,124.48

for legal entities using natural gas for generation of heat for legal entities and for other legal entities 17,881.27
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4 Aktobe Region

Dry gas

With tariff for transportation by distribution gas pipelines 
for consumers receiving natural gas from distribution gas pipelines:

for households and legal entities using natural gas for generation of heat for households 7,427.88

for legal entities using natural gas for generation of heat for legal entities and for other legal entities 8,184.67

Without tariff for transportation by distribution gas pipelines 
for consumers receiving natural gas by transmission pipelines:

for legal entities using natural gas for generation of heat for households 5,426.84

for legal entities using natural gas for generation of heat for legal entities and for other legal entities 6,183.62

for consumers receiving natural gas from distribution gas pipelines: 

for households and legal entities using natural gas for generation of heat for households 6,675.13

for legal entities using natural gas for generation of heat for legal entities and for other legal entities 7,431.92

Associated petroleum gas

With tariff for transportation by distribution gas pipelines 
for consumers receiving natural gas from distribution gas pipelines:

for households and legal entities using natural gas for generation of heat for households 3,928.77

for legal entities using natural gas for generation of heat for legal entities and for other legal entities 4,685.55

For consumers receiving gas from distribution gas pipeline with tariff for transportation Aktobe Munay Finance 
Gas Company LLP: 

for households and legal entities using natural gas for generation of heat for households 4,043.00

for legal entities using natural gas for generation of heat for legal entities and for other legal entities 4,799.79

Without tariff for transportation by distribution gas pipelines 
for consumers receiving natural gas from distribution gas pipeline:

for households and legal entities using natural gas for generation of heat for households 3,176.02

for legal entities using natural gas for generation of heat for legal entities and for other legal entities 3,932.81

For consumers receiving gas from distribution gas pipeline with tariff for transportation set by Aktobe Munay 
Finance Gas Company LLP:

for households and legal entities using natural gas for generation of heat for households 3,290.26

for legal entities using natural gas for generation of heat for legal entities and for other legal entities 4,047.04
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5 West Kazakhstan Region 

With tariff for transportation by distribution gas pipelines 
for consumers receiving natural gas from distribution gas pipeline:

for households and legal entities using natural gas for generation of heat for households 10,309.73

for legal entities using natural gas for generation of heat for legal entities and for other legal entities 11,066.52

Without tariff for transportation by distribution gas pipelines 
for consumers receiving natural gas from transmission pipeline:

for legal entities using natural gas for generation of heat for households 7,907.64

for legal entities using natural gas for generation of heat for legal entities and for other legal entities 8,664.42

for consumers receiving natural gas from distribution gas pipeline:

for households and legal entities using natural gas for generation of heat for households 8,662.00

for legal entities using natural gas for generation of heat for legal entities and for other legal entities 9,418.78

6 Zhambyl region 

With tariff for transportation by distribution gas pipelines 
for consumers receiving imported natural gas from distribution gas pipelines:

for other legal entities 18,776.49

for consumers receiving natural gas from distribution gas pipelines:

for households and legal entities using natural gas for generation of heat for households 12,245.19

for legal entities using natural gas for generation of heat for legal entities 13,001.98

Without tariff for transportation by distribution gas pipelines 
for consumers receiving imported natural gas from transmission pipelines:

for JSC Zhambyl SDPP for generation of heat for households 14,909.26

for JSC Zhambyl SDPP for generation of heat for legal entities and for other legal entities 15,666.04

for consumers receiving imported natural gas from distribution gas pipelines:

for other legal entities 17,098.97

for consumers receiving natural gas from distribution gas pipelines:

for households and legal entities using natural gas for generation of heat for households 10,567.67

for legal entities using natural gas for generation of heat for legal entities and for other legal entities 11,324.45

Source: Kazakhstan Agency for Regulation of Natural Monopolies
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ANNEX	4:	NATURAL	GAS	PRICES	EFFECTIVE	FROM	19	AUGUST	2011
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