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Turkmenzstan, what should zt do 
Wzth all zts natural wealth7 
So far away zts sands do Ire 

From economzc health 

Beneath its desert locked zn faults 
lzes crude petroleum 

perhaps zts fate, thzs land of rugs, 
twdl be linoleum 

DO 17 activities began in Turkmenistan wth  a survey tour in February 1997 Traveling wth  a 
group of Hagler Badly consultants and staff, as well as several USAID personnel from both 
Washington, DC, and Almaty, Kazakhstan, we met and discussed with Turkmen officials their 
potential need for technical assistance m the petroleum sector We also met and discussed with 
petroleum industry representatives working in Turkmenistan about their views of having USAID 
provide technical assistance Indeed, both the Turkmen officials and industry representatives 
were very enthusiastic and receptive to the possibility of receiving such assistance from USAID 
A Workplan was designed from among the vmous projects discussed As a coincidence, there 
was an oil and gas conference being held about the same time and both K r ~ s  Gupta and I stayed 
on in Ashgabat to attend the conference D u n g  this conference, a new Petroleum Law 
(Attachment A) was announced by the Government of Turkmemstan We reviewed the content 
of the Law and found it to be progressive and an excellent first step toward legal and regulatory 
reform m Turkmenistan 

I returned to Ashgabat in late April to take up the position of Resident Advisor Following 
discuss~ons wth  the Ministry of Oil and Gas Industry and Mineral Resources (MOG) and with 
the Arnencan Ambassador to Turkmemstan, we were assigned that Ministry as our counterpart 
and provided offices directly adjacent to the Minister of Oil & Gas Again, we made the rounds 
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of public officials and representatives of those oil firms doing business in Turkmenistan We also 
began preparing reports on the existing legal and regulatory framework, and on recommended 
changes in laws and decrees Part of the report also commented on recommended changes to 
regulations and on recommended process and changes m the institut~onal structure for foreign 
investment in the oil and gas sector Midway through the quarter we were asked to reassign our 
counterpart focus from the MOG to the State Agency for Foreign Investment (SAFI) Finally, m 
early June, the President of Turkmenistan issued a decree establishng the Competent Body for 
the Use of Hydrocarbon Resources at the President of Turkmemstan (Attachment B) The decree 
also named specific individuals to sit as an Expert Council to momtor the activities of the 
Competent Body, and fiu-ther named the Executive Director of the Competent Body to be Mr 
Toily Kurbanov Mr Kurbanov immediately informed us that the Competent Body was to be our 
new (and third) counterpart and that the working relationshp we had developed with the MOG 
and continued with SAFI was to be changed Essentially, we were asked to "re-apply" for the 
technical advisor's position With our assistance, the local USAID representative began what 
would turn out to be a six-month process of m v i n g  at agreement on a Memorandum of 
Understanding (MOU) (Attachments C & D) and a Work Plan (Attachment E) for such MOU 

Dmng this quarter we finalized our reports begun in the previous quarter, and established new 
office facilities outside of the Ministry Much of the effort this quarter was negotiation of the 
MOU with the Competent Body Efforts to engage in technical assistance activities was blocked 
by Mr Kurbanov, including the cancellation of our first seminar on International Petroleum 
Agreements 

4"' Quarter, 1997 

Negotiation of the MOU continued into t h s  quarter, with the final agreement being executed in 
mid-October A second attempt was made to hold a seminar - t h s  time in Petroleum 
Economics - but again Mr Kurbanov thwarted the plans, tell~ng us that he had been unaware of 
the plan to conduct the seminar although, in fact, his assistant had been very much involved in 
the p l m n g  process A Work Plan for the MOU was finally agreed to by the Competent Body 
on November 17 We were asked by the Competent Body to review a set of rules and regulations 
that had been prepared withn the government for oil and gas operations under the new 
Petroleum Law These regulations turned out to be a poorly edited version of the former Gost 
Standards from the Soviet days, complete with all the prescriptiveness and grueling detail for 
whch the command economy had been famous We submitted our review suggesting the rules 
not be adopted (Attachment F) Late in the quarter I traveled to Almaty, Kazakstan to see the 
rule-making process whch was underway in that country Mr Gupta and our staff accompanied 



a group of Central Asian officials to the United States to attend the semi-annual meeting of the 
Interstate Oil and Gas Compact Commission, and to tour vanous oil field facilities and oil 
company sites 

Our epistle suggesting the rules prepared by the government not be adopted was not well 
received by either the Competent Body or the Major State Inspection Agency which had 
authored, or more correctly, had edited them from the former set of rules We suggested a new 
process be adopted for development of the new rules - namely, creation of a committee w t h  
representatives from various agencies affected by the petroleum sector as well as industry 
(Attachment G) Ultimately, a variation of t h s  suggestion was made a decree of the President in 
creating a number of Permanent Expert Groups (PEG's)to take specific steps to implement the 
Petroleum Law I was appointed by the President to serve on the PEG for development and 
approval of "Uniform Rules for Development of Oil and Gas Deposits of Turkmenistan " Hagler 
Bailly assistance was requested for two specific other PEG's, that for development of "Umform 
Pnnciples and Methods of Accounting for Oil Operations in Turkmemstan" and another for 
development of "The National Strategy for The Use of Hydrocarbon Resources of 
Turkmenistan " Withn the Ashgabat office, I have taken pnmary responsibility for the rule- 
making effort, whle b s  Gupta has taken the pnmary responsibility for the accounting PEG and 
strategic planning PEG's work 

The rule-making tasks is ongoing at the writing of t h s  report A total of thirteen chapters of new 
rules and regulations - some 150 pages of rules and regulations in Russian and English - have 
been submitted and debate remams on only one chapter It is anticipated that work wll  continue 
beyond the termination of DO 17 by preparation of a preliminary-final draft of the entire set (all 
thirteen chapters) of such rules and submittal of the set to the Expert Council of the Competent 
Body for the Exploitation of Hydrocarbon Resources', receipt and consideration of industry 
comments to the preliminary-final set of rules, possible shepherding and advocacy of the set of 
rules before the Experts Council, explaimg the ment and purpose of each section, and 
explaining the ment and content of industry comments to such preliminary-final draft, re-drafting 
or amendment of sectlons to the specification of the Expert Council, and development of a final- 
final set of rules for adoption by the government 

'The Expert Council includes the President of Turkmenistan, and the heads of vmous 
Mmistnes concerned wth  the issues of hydrocarbon development It can be thought of as the 
"Board of Directors" of the regulatory agency, the Competent Body, created by the new 
Petroleum Law to control all facets of petroleum development withn the bounds of 
Turkmemstan 

Hagler Badly 



LONG-TERM ADVISORY SERVICES WILLIAM JAMES 6 

The thirteen chapters of the Turkmenistan Oil and Gas Rules include 

Chapter 1 
Chapter 2 
Chapter 3 
Chapter 4 
Chapter 5 
Chapter 6 
Chapter 7 
Chapter 8 
Chapter 9 
Chapter 1 0 
Chapter 1 1 
Chapter 12 
Chapter 1 3 

General Rules and Definitions 
Permits 
Exploration 
Appraisal 
Dnlling & Completion 
Development 
Well Operations 
Conservation of Oil & Gas Resources 
Environmental Protection 
Safety & Health 
Offshore Matters 
Records & Reporting 
Remedies 

Consensus has nearly been reached by the PEG assigned to develop such rules Industry 
comments have been solicited and w11 be considered before a preliminary-final draft of the rules 
is submitted to the Expert Council Importantly, the newly drafted set of rules dramatically alters 
the old Soviet style of prescnptive regulations whch micro-managed oil field operations, and 
which froze equipment and technology at moments in tune whch were seldom changed or 
updated The new rules, if adopted, will requlre the regulatory body, the Competent Body, to 
substantially professionalize its operation so as to become competent in the constantly improving 
technologies available to international firms Decision malung and permit and application 
processing would no longer be a simple matter of checking boxes and stamping "Approved" or 
"Denied" but rather would involve knowledgeable negotiation wth  Operators for a wide range of 
design specifications and permissible operating techmques 

Two training seminars were also held this quarter The first course was conducted on February 
17 and 18,1998, by Dr Bharny Shenoy Discussed under his broad topic of Petroleum 
Economics were the concepts of time value of money, return on investment, financial analysis of 
investments including the impact of royalties, taxes, and production sharing arrangements The 
forces which set pnces in the international petroleum and the impact of transportation costs on 
the producing country were highlighted Illustrative examples explored, among other thlngs, 
refinery investment, pipeline costs, and different product values 

The second seminar was held on March 9-10,1998, by Dag Lillegraven The discussions focused 
on the creation and purpose of accounting data, and the usefulness of such data to managers, 
investors or creditors, and others who may be indirectly interested in such information for 
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purposes such as taxation or economic pulse measures Issues specific to oil and gas accounting 
were explored in detal including 'full cost' versus 'successful efforts' accounting, the 
acquisition and conveyances of mmeral nghts, exploration and production costs, petroleum 
reserves, capitalization and amortization of exploration and development costs, and joint 
ventures 

Work this quarter continued to support the work of the three PEG's wth  which our office was, 
and is, working That work is descnbed more fully in the immediately preceding section 

Mr Bhamy Shenoy spent two weeks in Apnl, and 10 days in June in Ashgabat to work wth  the 
committee worhng on a National Strategy for the oil and gas sector Mr Shenoy's efforts provided 
the committee with direction and substance, and were so helpful that he has been asked to return for 
a longer period of time to become a full member of the committee and see its work to completion 
Dunng his last visit to Ashgabat, Dr Shenoy held meetings w th  the new Chairman of the 
committee, the Minister of Oil and Gas Industry and Mineral Resources, and with other members 
and assisted them in prepmng an action plan to complete the National Strategy by the end of 
August 

3" Quarter, 1998 

Again, work in this quarter has continued to support the work of the three PEG's with which our 
office is worhng 

Our thrd and fourth seminars were held this quarter The third workshop was held on July 15-1 6, 
1998, mth Houston oil and gas attorney John Sanders spealung on Independent Regulatory 
Agencles Sessions explored the nature and creation of such agencies, their importance and 
purpose in common 'three-branch' governmental systems, and their practices and procedures 
Finally, a Model Oil & Gas Regulatory Agency was presented and discussed 

Working in concert with the PEG on National Strategy, Dr Bhamy Shenoy conducted a fourth 
workshop on August 4-5, 1998 What was supposed to have been an active two-way discussion 
or brainstorming session quickly demonstrated how far behind the learning curve the Turkrnen 
officials are Virtually no one from the government side was prepared to present any ideas to the 
other workshop participants and hence Dr Shenoy was forced to 'lead' the brainstorming session 
through discussions and on to its inspiration One topic discussed whxh is of considerable 
timeliness and relevance to Turlunemstan is the rehabilitation and upgrading of the 
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Turkmenbashi Refinery - a three staged, nearly 1 b~llion dollar project, the economics of whch 
Dr Shenoy helped the participants to analyze The workshop also exposed the need for the 
restructuring of Turkmenistan's oil and gas sector 

Gainmg the confidence of the Turkmen officials has proven to be more d~fficult than I 
anticipated Aside from the problem of getting others to accept your ideas and to abandon the~r 
own, Turkmenistan is particularly difficult because of the special respect they extend to the 
country's leader, Saparmurad Niyazov, or Turkmenbashl Literally no decision is made in this 
country without h ~ s  approval secretmes are not hred, leave is not granted, documents are not 
handed out, nothing IS done without his approval Often, therefore, rather than exercise imtlative, 
Turkmen offic~als do nothing knowing that to do somethng would require them to approach the 
Pres~dent to request approval I do not foresee this changmg any time soon It requires a lot of 
patience to ach~eve changes m Turkmemstan 

Turkmemstan is starting down the road toward its legal and regulatory reform far behmd other 
countries The education system of the country is dismal and there is a very low level of 
understanding about all but the most bas~c concepts To be sure, there is some talent in the 
government, but the bench has little depth and there is no one in the bull pen This country may 
be heading over the precipice and yet no one seems to notice, or care, or maybe even understand 
When the Financial Times called the country's economy a "basket case" earlier this month, and 
placed it dead last by a three-fold margin on the chart of post-communist emerging economies, 
that was not just alarmist histnomcs And, yes, the average Turkoman does not read the Financ~al 
Times, but some must, and others even used to hardscrabble Turkmemstan must feel the pinch 
wthout needing to read about it So, where's the beep A lesson learned is that eight years after 
the fall of communism, and command economlc rule, nothng has changed The motto of 
Turkmenistan is "Don't ask don't tell don't wonyf" If USAID really wants to nudge the 
country toward economic and legal reform it can't use the metaphor of 'priming the pump ' Th~s  
pump 1s broken and the agency had better plan on buying them a new one 
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Petroleum Law of Turkmenistan 

The Present Law 1s elaborated by the Pres~dent of 
Turhmen~stan Saparmurat Turkmenbashy on the basis of the 
Constltut~on of Turkrnen~stan taking lnto conslderatlon the 
nat~onal interests of Turkmenlstan and ~ t s  people and 1s 
directed towards secunng rat~onal and effective exploltatlon of 
the Petroleum resources and the-protection of the natural 
wealth of Turkmenlstan for future generations 

Chapter 1 General Provtslons 

Article 1 Definit~ons 

In t h ~ s  Law the defin~tions llsted hereunder shall have the 
followmg meanin= 

Block - areal sectlon on land or on water wh~ch is partially 
or completely located in the territory under the jurisd~ctlon of 
Turkmenlstan and des~gnated as such on a specially compiled 
map of Blocks 

Internal water basm - lakes artlficlal water reservoirs and 
other surface water circumvented by land under the 
jurisdiction of Turkmenistan 

Productlon Ouerations - all types of operations for recovery 
of Petroleum its savlng treating handllng storing 
transporting metenng dellvery and marketmg as well as 
operattons connected wlth pnmary and secondary production 
and other kinds of activ~ties connected with these operations 

Contract - agreement entered into between a Contractor 
(Contractors) and the Competent Body or Concern for the 
conduct of Petroleum Operat~ons 

Contract Area - the area delmeated and defined by 
geographical coordmates as described m the Appendices to 
a Contract withln whlch a Contractor 1s allowed to conduct 
Petroleum Operat~ons 

Competent Bod} - State Body to which the Cablnet of 
Ministers delegates powers, to issue Licenses and enter into 
the Contracts w ~ t h  the Contractors 

Concern - an operating structure of the Petroleum Sector of 
Turkmenlstan conduct~ng Petroleum Operat~ons on ~ t s  own 
account or In a Jolnt Venture or In other forms 

Llcense the legal ~nstrument ~nst~tuted in the form of legal 
act and issued by the Competent Body and grantmg the right 
to carry out all or certaln types of Petroleum Operations 

Person - a phys~cal or legal person 

Commerc~al Discovery - a discovery of Petroleum which 
after conslderatlon of all relevant data and of the operatlve 
technical and economical factors could be developed 
commerc~ally 

Petroleum Operat~ons - all Exploratlon and Productlon 
Operations and related operatlons for treating meterlng 
savlng storlng marketing dellvery and transportat~on of 
Petroleum and its denvatlves as well as other operatlons 
connected to the lmplementatlon of a Contract 

Normal Atmosphenc Pressure and Temperature - pressure 
of 101325 atmospheres and temperature of 60 degrees 
Fahrenhe~t 

"L~cense Holder" - a Physlcal or a Legal Person bemg granted 
a License pursuant to the present Law 

'Contractor - a Physlcal or a Legal Person being a Llcense 
Holder and having entered ~ n t o  a Contract wrth the Competent 
Body or the Concern pursuant to the present Law 

'Natural Gas - hydrocarbons, whlch are m the gaseous state 
at Normal Atrnosphenc Temperature and Pressure assoc~ated 
or non-assoc~ated to Crude 011 

Exploratlon Operat~ons geolog~cal, geophys~cal aer~al 
and other surveys the drilllng of such shotholes core holes 
strat~graph~c tests and other wells for the discovery of 
Petroleum and the purchase as well as the leasmg of mater~als 
and equ~pment therefor 

Parent Company - a Legal Person whlch owns more than 
50% of the votlng shares of the Contractor and wh~ch controls 
h ~ m  at the general meet~ngs 

Affiliate - a Legal Person wh~ch executes control over the 
Contractlng Party or IS controlled by such Contractlng Party 
or IS controlled by an other Legal Person which at the same 
tlme executes control over the Contractlng Party For the 
purposes of thls def in~t~on the control IS understood as the 
power to define strategy of the Legal Person or the 
Contractlng Party though d~rect or ind~rect ownersh~p of more 
than 50% of the votlng shares 

Joint Venture -the actlvity carried out by an aggregation of 
Persons wlthout constitution of a new legal entity jo~ntly 
part~clpating in the supply of techn~cal and financtal resources 
for the ~mplementat~on of the Contract entered into between 
the Competent Body and such aggregation 

Contractlng Part~es the Competent Body or the Concern 
and a Contractor at the moment of enter~ng lnto a Contract 

Crude 011 any hydrocarbons including dist~llates and 
condensates extracted from Natural Gas wh~ch at Normal 
Atmospheric Pressure and Temperature are In llqu~d state at 
the well head or o~llgas separator 

Model Contract - standard form of an agreement elaborated 
by the Competent Body for drafhng a Contract and entering 
~ n t o  a Contract w ~ t h  a Contractor 

Petroleum - Crude 011 and Natural Gas as well as all 
components derived therefrom or produced therewith 



Article 2 Sphere of apphcatlon of the present law 

The present Law regulates relat~ons arlsrng rn the course of 
conduct of Petroleum Operatrons m the territory under the 
junsdictlon of Turkmenistan includrng sea and ~ntemal water 
basrns issuance of the Llcenses entenng rnto and 
~mplementation of the Contracts on conduct of such 
Operat~ons and regulates powers r~ghts and oblrgat~ons of 
State Entities as well as of the Companres Enterprises and 
Organlsatlons carrying out Petroleum Operatlons 

Should the legislatron of Turkmenistan contain rules 
conflictmg w ~ t h  those contemplated herem the provlslons of 
this Law shall apply 

Should an ~nternational treaty to whlch Turkmenrstan IS a 
signatory party set rules drfferent from rules contemplated 
herem then the rules of the ~nternational treaty shall apply 

Article 3 Ownership of Petroleum 

Petroleum m ~ t s  natural state In or upon the land In the 
terntory of Turkmenistan IS the exclusive property of 
Turkmen~stan 

Competence for ownership exploitation and disposal of 
Petroleum is granted to the Cabmet of M~nrsters (the 
Government) of Turkmenrstan pursuant to the provrs~ons of 
this Law 

Chapter 2 Competence of the Cabmet of Mlnlsters (the 
Government) of Turkmen~stan, the Competent Body 
and the Concern In the sphere of exploltatlon of 
Petroleum resources 

Art~cle 4 Competence of the Cabmet of M~nlsters (the 
Government) of Turkmen~stan 

The Cabrnet of Mmsters (the Government) of Turkmenrstan 
within the field of exploltatron of Petroleum resources and the 
conduct of Petroleum Operatlons 

- defines the strategy for explortatron further expansion of the 
productivity of Petroleum reserves as well the rates of ~ t s  
production 

- sets the order of priority for the exploltat~on of Petroleum 
resources and the rules of protection thereof 

-takes measures for the natural envrronment publlc life and 
health protection ensunng healthy and safe labour cond~tlons 
m the conduct of Petroleum Operatlons 

- organlses statistrc reports on Petroleum reserves 

- sets restrictions for the conduct of Petroleum Operatlons In 
c e m n  areas w ~ t h  the purpose of savlng holy sltes hlstorlcal 
and cultural monuments and the like berng Important for the 

safeguard and development of the tradrtlonal values and 
culture of the Turkmen people, 

- exerclses other powers granted to rt by the Laws and the acts 
of the President of Turkmen~stan 

Article 5 Competence of the Competent Body 

The Competent Body rn the field of exploitation of Petroleum 
reserves and the conduct of Petroleum Operatrons 

- under the ass~gnment by the Cabmet of Mlnisters (the 
Government) of Turkmenistan sets uniform rules for the 
development of Petroleum fields which shall comply with the 
unrform standards of the lntematlonal practlce for the conduct 
of Petroleum Operatrons 

- cames out the actrv~ty for preparation of a tender to be held 
In compl~ance wlth the rules set by this Law and other 
leg~slatrve acts of Turkmenrstan and publishes terms 
condrtlons and procedure for holding a tender 

- works out a Model Contract and grves it for consideration to 
Legal and Phys~cal entrtres interested to obtaln a L~cense 

- cames out negotratrons w ~ t h  a Lrcense applicant 

- carrres out negotratlons w ~ t h  a potential L~cense Holder and 
Contractor about the terms and conditions of a Contract 

- issues the Licenses pursuant to thrs Law 

- srgns a Contract 

- provldes for reg~stratron of the Contract withln fiveteen (1 5) 
days from the date of ~ t s  signature 

- executes control over the conduct of Petroleum Operat~ons 
and therr compl~ance wlth the laws as well as wlth the terms 
of the Llcense and the Contract 

- suspends and revokes a Llcense pursuant to this Law 

- upon the nommatlon by the Cabrnet of Mlnrsters (the 
Government) and jointly wlth the Contractor carrres out 
negotiatrons and enters Into agreements w ~ t h  relevant 
authorltles of other States concerning the construction and 
operatron of transportatron facrl~tres for the transportatron of 
the produced Petroleum through the~r  terrrtory and also 
concernmg the utilisat~on of such transportation facrlrtres 
being available and used in these Countries 

- subm~ts annual reports to the Cabmet of Mlnisters (the 
Government) of Turkmen~stan on the ~mplementatron of 
Contracts 

- exerclses other powers attributed to him by the laws and the 



acts of the President of Turkmenlstan 

The Competent Body is entitled to requlre the Llcense Holder 
and the Contractor to submlt a bank guarantee or the guarantee 
of ~ t s  Parent Company Grantlng of the Llcense and enterlng 
Into the Contract may be subject to prov~dlng such guarantees 

The Competent Body In the exercise of ~ t s  powers shall 
comply wlth the natlonal Interests of Turkmenlstan 

Art~cle 6 Competence of the Concern 

The Concern asslsts the Competent Body m the exerclse of ~ t s  
powers 

The Concern IS entitled to slgn Contracts conduct on ~ t s  own 
account Petroleum Operations In speclfic sltes of the Turkmen 
terrltory to act as a member of Jolnt Ventures as well as an 
entlty authorlsed to execute control over the conduct of 
Petroleum Operatlons m accordance w ~ t h  the establrshed 
order 

Chapter 3 Llcenslng of Petroleum Operatlons 

Artlcle 7 Types of Licenses 

The present Law determines the following types of L~censes 

Exploratlon Llcense 
Productlon License 
comblned Exploration and Production Llcense 

Art~cle  8 Methods for grantlng a Llcenses 

An Exploratlon or a Productlon Llcense or a combined 
Exploratlon and Production License shall be granted on the 
bass  of a tender or dlrect negotlatlons carned out by the 
Competent Body wlth the L~cense appllcant 

The method for grantlng a L~cense shall be determmed by the 
Cabmet of M~nlsters (the Government) of Turkmenlstan 

Artlcle 9 Maln condit~ons for holding a tender 

tlmlng and location of the tender and on the deadlme for 
submission of appllcat~ons 
- main conditions for prequallficatlon 
- locatlon and description of the Blocks offered for conduct 
of Petroleum Operatlons 

An appllcat~on for prequalificatlon should contam 

- name of the applicant ~ t s  address ~ t s  natlonallty (for legal 
persons) or cttlzenshlp (for phys~cal persons) 

- data on applicant s shareholders its dtrectors and authonsed 
representatives whlch shall represent ~t upon holdlng the 
tender or conducting the negotiations as well as upon the 
grantlng of the Llcense 

- data on applicants s technlcal managerial organlsat~onal 
and financial capabilities 

An appllcatlon shall be accepted for conslderatlon afker the 
payment by the appllcant of a tender fee the amount of wh~ch 
IS determmed by the Competent Body 

Upon the complrance wlth the condlt~ons for submlsslon of 
appl~catlons, ~t shall be accepted for participation to a tender 
and the applicant shall be notlfied to thrs effect wlthln one 
month from the date of ~ t s  fillng 

Prequalified appllcants shall be notlfied about the second 
phase of the tender Such notlficatlon should contaln an 
mformation on the cost of the package wlth technlcal and legal 
documents on the deadline for paying such cost and on the 
maln conditions for determmatlon of the tender wlnner 

Article 10 Blddlng proposal 

An appllcant, wlthln the deadlines set by terms of the tender 
and in compl~ance wlth the requirements set therem shall 
compile a bldding proposal and submit ~t to the Competent 
Body 

A biddlng proposal shall be regarded as an appl~catlon for the 
grant of an Exploratlon or a Productlon Llcense or a combined 
Exploratton and Productlon L~cense as the case may be 

A tender could be open or wlth a short llst of b~dders 
Art~cle  11 Evaluation of biddrng proposals 

Tender condltlons are published or delivered to the potentlal 
bldders not later than 90 days prlor to the tender startmg date 

A tendermg procedure conslsts of 2 phases submlss~on of the 
application to prequal~fy and the submwon of the blddmg 
proposal 

All Persons wishmg to prequallfy are ent~tled to obtaln an 
lnformation related to the procedure and condlt~ons for 
holding a tender 

A notlce for holdmg a tender should contaln the following 
information on 

The Competent Body shall form a commission of experts for 
the evaluation of technlcal financial and organlsatlonal 
capabiimes of the appllcants and their bldding proposals 

The wlnner of the tender IS determined on the bass  of a 
combmatlon of the following crlterla 

- the commencement date of the operations and the work 
~mplementatlon pace 
- the expected date for start up of Productlon and the projected 
tlme to attslln the peak production (In the case of the Issuance 
of a Productlon or a combined Exploratlon and Production 
License) 



- the mtn~mum commitments of an applicant in terms of 
conduct of geological and geophystcal operattons and 
exploratory drillmg as well as appraisal and development 
dnlling (m the case of the issuance of a combmed Exploratton 
and Product~on Ltcense) and of the expendttures for the 
conduct of aforesaid operatlons 

compliance wtth the requirements for the protection of 
natural environment and subterranean resources and the safe 
conduct of operatlons 
- a projectton of revenues for Turkmen~stan dunng the 
Contract vahdity 

- an analysis of the economtc vtabhty of the Commerc~al 
Dlscovery 
- a projected cash flow for Turkmentstan and recovery for 
capttal Investments 
mto the development of an operattonal and soc~al 
mfrastructure of the Contract Area 

An appl~cat~on for a grant of a combined Exploratlon and 
Product~on Llcense shall contain conditians requlred for the 
appl~cat~on for a grant of an Exploratton and a Production 
Ltcense 

Artlcle 12 Appltcatlon for the grant of a Llcense 

An apphcation for the grant of an Exploratlon L~cense shall Arttcle 13 Terms and procedures for the Issuance of 
contaln Llcenses 

- name of the applicant tts address nattonal~ty (for Legal 
Persons) and ctttzenshtp (for Phys~cal Persons) 
- data on appltcants shareholders its d~rectors and authortsed 
representatives whlch shall represent tt upon holdtng a tender 
or conduct of negotiations as well as upon granting a Llcense 
- data oh appltcant s technical managenal organisatlonal and 
financial capab~litles 
- tnformation on prevtous act~vtttes of the applicant, ~ncludmg 
a list of the States where he has conducted Petroleum 
Operations durtng the last five years and also a balance sheet 
for the satd pertod 
- proposals of the applicant m respect to the conduct of 
Petroleum Operations mcluding mtnlmum commitments wtth 
indication of quanttty of work and expenses for ~ t s  
implementatton 

obhgattons of the applicant concerntng natural envtronment 
protectton mcluding replanttng and reclamation of the 
Contract Area 

numbers of the Blocks applied for by an appltcant 
- sources of financtng of Petroleum Operations 
- the time pertod the Exploratlon Llcense 1s applled for 

In case of a Commerc~al Dlscovery the Exploratlon License 
Holder shall have an exclusive right to be granted a Productton 
License subject to the subm~ssion of an appl~cat~on therefore 

An appllcatlon for a Productton License shall contatn 

- data on the results of the Exploration Operattons 
- official notification of the Commercial Discovery ~ncluding 
relevant data and conclustons 
- a detailed plan for the development of the Commerc~al 
Discovery with the indicat~on of recoverable Petroleum 
reserves 
- an expected start-up date for the development of the 
Commercial Dtscovery and the expected date for the start-up 
of the productlon of Petroleum 
- an est~mated profile of productton and expected date for 
attantng ~ t s  peak productlon 
- an esttmated calculation of the expendttures assoctated with 
the development and productton operatlons and of the 
proceeds from the sales of Petroleum 

A Ltcense shall be tssued to a Person to which the r~ght  to 
conduct Petroleum Operattons shall be granted as the result 
from a tender or dlrect negotiations 

A License shall be issued upon reach~ng an agreement on the 
terms of the relevant Contract and concurrently to its 
conclusion 

The L~cense ~ssuance procedure shall be determtned m 
compliance wtth the rules set forth by the present Law and 
other regulatory legal acts of Turkmentstan adopted in 
accordance wlth the present Law 

A L~cense shall be ~ssued to Foreign Phystcal and Legal 
Persons who reglster In Turkmenistan as an mdlvldual 
entrepreneur or open a branch In Turkmentstan of a forelgn 
Legal Person or reglster as a member of Jomt Venture 

Art~cle  14 Purpose of a L~cense 

No person a entitled to conduct Petroleum Operations wlthout 
a relevant Ltcense A License Holder IS entttled to conduct 
only those kmds of Petroleum Operatlons which are specified 
In the Llcense 

The terms of the Contract shall comply w ~ t h  the terms of the 
L~cense 

Artlcle 15 L ~ c e n s ~ n g  Body 

The lssuance of the Licenses gtv~ng the rlght to conduct 
Petroleum Operat~ons IS camed out by the Competent Body 
after ~ t s  approval by the Decree of the Pres~dent of 
Turkmenistan 

Artlcle 16 Content of an Exploratlon Llcense 

An Explorat~on Ltcense should contatn 

- data on the Llcense grantee 
- type of Petroleum Operations the Ltcense is tssued for 
- delimitat~on of the Contract Area through the tndrcation of 



the geographical coordinates 
- Llcense vahdity per~od 
- type of the Contract entered into between the Contracting 
Part~es 
- commitments of the Contractor to comply wlth the 
requlrements for the protectlon of the natural envlronment 
- conditions for the extenslon of the Llcense vahdlty perlod 
- other sim~lar elements as may be determlned by the 
Competent Body 

Art~cle  17 Content of a Productron L~cense 

A Productlon License should contam 

- data on the License grantee 
- type of the Petroleum Operatlons the Llcense is ~ssued for 
- dellm~tatlon of the part of the Contract Area wh~ch 
encompasses the Commerc~al Discovery 
- License vahdlty perlod and condltlons for ~ t s  extensions 

confirmation of the applicabihty of the Contract entered Into 
by the Contractmg Partles 
- commitments of the Llcense Holder to comply w ~ t h  the 
requlrements of natural envlronment protection 
- other sim~lar elements as may be determlned by the 
Competent Body 

A comblned Exploration and Product~on L~cense should 
contam all the conditions contamed In an Exploration and a 
Product~on Llcenses 

Artrcle 18 Lrcense vahd~ty  perrods 

An Exploration Llcense shall be granted for the period of up 
to 6 years 

An Exploration Llcense Holder shall have the rlght to extend 
the L~cense validlty period subject to the fulfilment of the 
work program and other comm~tments stipulated In the 
License and the Contract 

The valrd~ty perlod of an Exploratlon L~cense may be 
extended twlce with durat~on of each extenslon perlod of up 
to 2 years 

A Productlon License shall be granted for the penod of 20 
years The validlty per~od of a Productlon Llcense may be 
extended for the per~od of 5 years if the L~cense Holder 
apphes for the extenslon of the L~cense not earher than 2 years 
and not later than 1 year pnor to the Producnon Llcense explry 
date 

An appl~catlon for the extenslon of the Llcense validity 
penods shall be exarnmed not later than in one month from the 
date of t h e ~ r  submlss~on to the Competent Body 

A combtned Exploration and Productlon L~cense shall be 
granted for a penod whlch lncludes the Exploratlon Llcense 
valldity perlod and the Productlon License val~dlty per~od 
lncludlng the~r  poss~ble extenslons 

The L~cense valld~ty period is counted from the date of ~ t s  
s~multaneous reglstratlon wlth the Contract ~n the authorlsed 
bodles 

Art~cle  19 R ~ g h t s  of a L~cense Holder 

An Exploratlon L~cense Holder shall have an exclus~ve right 
to carry out an Exploratmn of Petroleum and required Lnds of 
Petroleum Operatlons connected to the Exploratlon pursuant 
to this Law and the terms of a L~cense and prov~ded for In the 
Contract 

A Product~on Llcense Holder shall pursuant to the present Law 
and the terms of the Llcense have the exclus~ve rights 

- to cany out Exploratlon development and Productlon 
Operatlons in that parts of the Contract Area, whlch are 
specified m the content of the L~cense 
- to sell or otherwise dispose of its share of Petroleum 
- to  carry out such operations and works lnslde and outs~de the 
Contract Area as required for or connected to the issues 
provided for m the section 2 of this Artlcle 21 

Arttcle 20 Termrnat~on of the Lrcense 

A License shall termmate 

- upon exp~ratlon of the L~cense valldity penods or extensions 
thereof 

~f d is revoked In accordance wlth the present Law 
- m the event of the term~natlon of the Contract pursuant to the 
provisions provlded therem 

Art~cle  21 Suspens~on of a Lrcense 

The validlty of a Llcense shall be suspended by the Competent 
Body m the event when the License Holder 

- conducts Petroleum Operat~ons not provlded for in the 
Llcense 
- cames out the activlt~es wlthln the framework of the License 
but not under the program provlded for In the Contract 

In the course of ~ t s  act~v~tles  systemat~cally vlolates the 
legislation of Turkmenrstan In respect wlth the protectlon of 
subterranean resources and of natural envlronment and of safe 
conduct of Petroleum Operations 

In the event of suspenslon of the L~cense vahdlty the 
Competent Body shall notify in wrltten the License Holder of 
the reasons for such suspenslon and shall set a reasonable 
d e a d h e  for thelr ellminatlon 

Upon the ellmmatlon by the L~cense Holder of the reasons 
whlch have caused the Llcense suspenslon ~ t s  vahdrty shall 
be ~mmedlately restored and the License Holder shall be 
notlfied In writmg to that effect 

The suspenslon of the Llcense valldity shall entail the 
suspenslon of the Contract entered Into on the bas~s of said 
License The vahdity of the Contract shall be restored at the 



same tlme as the License va l~d~ty  1s restored 

Art~cle  22 Revocation of a License 

The Competent Body shall have the rght  to revoke the issued 
License In the following cases 

- when the Llcense Holder rehses to ellminate the causes that 
have resulted m taklng the decwon to suspend the L~cense or 
if he fails to ellminate such causes wlthin the fixed deadline 
- upon discovery of the fact of a dellberate submission to the 
Competent Body of false information whlch has materially 
affected the latter' s declslon to Issue a License to such person 
- In the event of a dellberate ~nfrlngement by the Llcense 
Holder of the deadlme for the slgning and reglstratlon of the 
Contract as well as the commencement date for conduct of 
Petroleum Operattons stipulated m the Contract 
- In other cases provlded for In t h ~ s  Law 

Revocation of the L~cense shall entail the cancellation of the 
Contract entered Into on ~ t s  basls 

Chapter 4 Contracts 

Article 23 Types of Contracts 

For canylng out Petroleum Operatlons In Turkmenlstan the 
following types of Contracts shall be adopted 

- Productlon Shmng Contract 
Jomt Venture Contract 

Under a Productlon Sharing Contract the Concern andlor the 
Competent Body shall slgn the Contract on behalf of the 
Turkmen slde Under such type of the Contract also the 
Concern shall have the rlght to act in the role of Contractor 

Under a Jomt Venture Contract the Concern or any other 
entity deslgnated by the Government shall partlclpate as one 
party to the Joint Venture 

Dependmg on the nature of the speclfic Petroleum Operatlons 
and other circumstances a combination of the aforementioned 
types of Contracts and other types of contracts are allowed 

Article 24 Valid~ty per~ods and terms of a Contract 

The valrdity penod and terms of a Contract shall be defined by 
the agreement between the Partles m conformity wtth the 
present Law and the Llcense and also taking Into account 
prov~sions of the Model Contract 

Artlcle 25 S~gning of Contracts and reglstrat~on 
procedure 

It IS a mandatory procedure that the Contract shall be agreed 
upon with State Entities in charge of health protection and 
sanitat~on ecology subterranean resources protectlon and 

safe conduct of Petroleum Operatlons The tune for such 
agreement shall not exceed 15 days from the date of fihng of 
the contractual documents by the relevant entltles The 
absence of the agreement of the aforesa~d entttles w~thln the 
fixed deadllne shall not constitute an impediment for the 
reglstratlon of the Contract 

A Contract shall be reglstered In the competent entltles 
deslgnated by the Cabmet of Mmsters (the Government) of 
Turkmenlstan 

A Contract shall enter into force from the date of its 
reglstratlon m the competent entitles 

Article 26 Annulment of a Contract 

A contract shall be rendered null and vold In case of 
revocation of the Llcense granted to the Contractor 

Artrcle 27 Amendments to  and termmatlon of the 
Contract 

Amendments to the terms of the Contract can be made only 
upon wntten consent by the Contracting Part~es prowded that 
such terms are consistent wlth requirements of the License 
and the present Law 

A Contractor and the Competent Body may terminate the 
Contract on the grounds and In accordance with the procedure 
provlded for In the Contract 

Revocation of the Llcense shall entall termlnatlon of the 
Contract 

The parties shall not be released from the discharge of current 
obllgatlons wh~ch remam outstandmg at the time of dellvery 
of the notice on termrnatlon of the Contract 

In the event of premature termmatlon of the Contract the 
Contractor shall unless othenv~se provlded for n the Contract, 
have the rlght to freely dlspose of the assets owned by hlm 
In thls case the Competent Body shall have the prlorlty right 
to an acqulsltlon of such assets 

The Issues concerning the transfer of ownershtp of such assets 
belonging to the Contractor dunng the Contract valid~ty as 
well as upon ~ t s  explratlon are stipulated m the Contract 

A Contractor shall leave the Contract Area In the cond~t~on 
wh~ch corresponds to the duly approved rules for conduct of 
Petroleum Operatlons and the protectlon of subterranean 
resources and natural environment 

Chapter 5 Conduct of Petroleum Operatlons 

Article 28 Conditions for the conduct of Petroleum 
Operations 

Conditions for the conduct of Petroleum Operatlons including 
a work program and a budget for expenditures for ~ t s  



~mplementatlon shall be spec~fied In the Contract 

If the Exploratlon results m a Commerclal Drscovery of 
Petroleum the Contractor shall be obhged to notlfy the 
Competent Body of such d~scovery to carry out an appralsal 
of the field lnclud~ng an appra~sal of rts reserves and prepare 
a report on whether the latter constrtutes a Commercral 
Drscovery The d e a d h e  for the notlficat~on of the d~scovery 
the results of the field appralsal and the preparation of a report 
on whether the field constitutes a Commerclal Dlscovery shall 
be defined In the Contract 

If a Commerc~al Dlscovery IS achreved the Contractor shall 
have the r~ght  to full recovery of its expenses related to the 
conduct of Petroleum Operatlons the amount of whlch shall 
not exceed an amount of proceeds for Its Petroleum 
entitlement share 

If upon the explratron of the Exploratlon L~cense vahd~ty or 
~ t s  extension perlods no Commerclal D~scovery 1s achleved a 
Contractor shall have no rlght to recover its Investments In 
t h ~ s  case the valtdlty of the License and the Contract shall 
termlnate 

In the event that the Contractor deems that the field doesn t 
constrtute a Commerclal Drscovery or falls to proceed wlth 
the development of the Commerclal Dlscovery Contractor 
shall be obllged to relinquah that part of the Contract Area, 
whlch encompasses such field 

envlronment and bloresources 

A safety zone shall be establrshed around such art~ficial 
islands dams and other structures whrch shall extend to a 
dlstance of 500 meters from each pornt of the~r  external 
boundanes 

Locatlon of the artlficlaf lslands dams and other structures 
shall not constitute an ~mped~ment to the customarv sea routes 
of slgnlficance for navlgatlon and fish~ng activities 

Contractors or subcontractors m charge of the constructlon 
maintenance and operatlon or  artlficlal islands dams and 
other structures shall ensure thelr safeguard and constant 
ava~lab~iity of warntng facllltles signalling the~r  locat~on 

Abandoned or unused artlfic~al lslands dams and other 
structures shall rf they cannot be used for other purposes be 
dismantled m such a manner, that they do not constitute a 
hazard for human safety and an rmped~ment to the navigation 
and fishmg actlvltres 

Artrcle 31 D~scharge and burla1 of wastes assocrated 
wrth the conduct of Petroleum Operatrons 

Discharge Into and bunal In the sea of wastes assoc~ated wlth 
the conduct of Petroleum Operatlons shall not be allowed 

D~scharge of rndustr~al waters Into the sea shall be allowed 
only on the condrtlon of thelr pre-treatment m order to brmg 
them down to the perm~sslble levels of lmpurlty 

Artrcle 29 U n ~ t  Development of a Freld 
Art~cle  32 Turkmenrstan s nght  to purchase Petroleum 

Unit Development of a field means coordmation between two 
or more Contractors canylng out the~r  actwty for the 
development of the same field which hes on the adjoining 
Contract Areas 

Contractors may enter into wrrtten agreements between 
themselves on unit development of the field such agreement 
bemg subject to the approval by the Competent Body 

If Contractor (Contractors) fails to enter Into an agreement 
nlth another Contractor (Contractors) or ~f Contractor IS not 
In agreement w ~ t h  the unit development plan the Competent 
Body 1s entitled to brnd hlm (them) to enter such agreement 
or to d~rect preparation of such plan by an independent expert 
and ~ t s  followmg mandatory ~mplementatlon In the event of 
failing to comply w ~ t h  the Competent Body s d~rectlons the 
Production Llcense Issued for such field shall be revoked and 
the relevant area shall be w~thdrawn from the explo~tation by 
the Contractor (Contractors) 

Art~cle  30 Art~f ic~a l  Islands, Dams and Structures 

The constructlon operatlon and use of art~ficlal lslands dams 
and other structures installed for the purpose of conduct of 
Petroleum Operatlons at sea  shall be carrled out on the bas~s 
of the perm~sslon Issued to the Contractor by the Competent 
Body subject to the protectron by the Contractor of natural 

The Cabmet of Ministers (the Government) of Turkmen~stan 
shall have the prlorlty right to purchase at the proportionate 
basls Petroleum from the entitlement share of forelgn or 
Turkrnen contractors of the prlvate form of property in order 
to sat~sfy the Internal market requirements and on the 
cond~t~on  that such requrrements were not satisfied by full 
utlhsatlon of the Turkmen~stan s ent~tlement share of 
Petroleum 

The maxlmum amounts of the Petroleum purchased prlclng 
procedure form of the payment and the payment currency 
shall be specified In the Contract 

Artrcle 33 Requ~srt~on of Petroleum and rts 
compensat~on 

In the event of war natural hazard or other clrcumstances 
spec~fied by the leglslat~on on emergency situations the 
Cabmet of Mlnlsters (the Government) of Turhmenlstan shall 
have the right to requisltlon Petroleum belongmg to the 
Contractor 

The requlsltron shall be carrled out to such an extent as IS 

necessary to satlsfy the needs of Turkmen~stan durmg the 
per~od when such emergency sltuatlon remaln 



The Government of Turkmenistan shall guarantee the 
compensation of the requlsitloned Petroleum e~ther In kmd or 
by payment of its value in freely convertible currency at the 
international market prlce 

Article 34 State control over the conduct of Petroleum 
Operat~ons 

State control over the conduct of Petroleum Operatlons shall 
be carned out by the Competent Body and other state entlties 
(wlthin thelr competence) in accordance wlth the current 
legislation of Turkmenlstan The officers of such entities shall 
be obliged to secure the confidentiality of any informat~on 
rece~ved durlng an lnspectton 

Artlcle 35 Measurement of Petroleum produced 

The Contractor shall cany out measuring and weighing of 
Petroleum produced or saved in the Contract Area, at regular 
time intervals specified in the Contract wlth the application 
of methods adopted in the mternatlonal practice for conduct of 
Petroleum Operations 

Appllcatlon of other methods for measurement or welghing 
of Petroleum as well as appliances and equipment used for 
such purposes by the Contractor shall be done only upon the 
wrltten consent of the Competent Body 

The Competent Body shall have the rght  systematxally and 
at speclfied t m e  rntervals to direct that the equipment or 
appllance used for weighing and measurement of Petroleum 
be tested 

If any Petroleum weighmg or measurmg equlpment or 
appl~ance upon its test or examlnatlon found to be false or 
unjust such equipment or appliance shall if it 1s lmposslble 
to determine the tlme at which such equlpment or appllance 
became false or unjust be deemed to have been false or unjust 
dunng a penod which 1s represented by half of the penod from 
the last date upon which the equipment and applrances were 
tested and found to be in good order to the date upon which 
such equlpment and appliance were found to be false or 
unjust Adjustment to all relevant terms under a contract shall 
be then effected 

Chapter 6 Rights and oblrgatrons of a Contractor 

Article 36 R ~ g h t s  of a contractor 

Contractor shall have the right 

- to use the Contract Area for canylng out the actwitles 
speclfied in the Contract and In the L~cense 
- to  construct lnside and outside the Contract Area facll~t~es of 
operative loglst~c and soclal infrastructures necessary for the 
conduct of Exploration and Production Operations and also 
to use upon agreement with the owners faclllties and 
communications of general use made as well as outside the 
Contract Area 

-to avail itself of the services of sub-contractors in performing 
certain types of Petroleum Operations 
- to freely dlspose of rts Petroleum entitlement share In 
Turkmenistan as well as In other States subject to the speclal 
agreement w ~ t h  such States 
-to carry out with the rlght of first refusal negotlatlons rn 
respect with the extension of the Contract valldlty perlod 
above the perlods provlded for in the part 4 of Article 18 
- to surrender all or part of its rights and to termmate its 
activities In accordance with terms specified In the Contract 

Artrcle 37 Obl~gatrons of a Contractor 

In the course of implementation of a Contract the Contractor 
shall be obliged 

- to  adopt the most efficient methods and technologies for the 
conduct of Petroleum Operatlons based on standards of the 
international practlce for the conduct of Petroleum 
Operations 
- to conduct Petroleum Operations In strlct cornpllance w ~ t h  
this Law terms of the Contract and the License to comply 
w ~ t h  the requirements pertaming to the protection of natural 
environment and subterranean resources 
- to control the flow and prevent the waste or escape of 
Petroleum tnslde or outside the Contract Area 
- to prevent damage of productwe strata, caused by water or 
other matter enterlng Into Petroleum reservoirs 
- to take measures to prevent pollutlon of any water spring 
rrver canal imgation system lake sea by the escape of 
Petroleum salt water dnllmg mud chemical additives or any 
other waste product or effluent In case ~f pollutlon occurs 
Contractor shall treat or dlsperse it m an ecologically 
acceptable manner 
- to give preference to the equlpment materials and finished 
products produced in Turkmenlstan lf they are competitive 
in terms of quality prlce operatmg parameters and dellvery 
conditions 

to gwe preference to Turkmen citizens m hiring personnel 
for the conduct of Petroleum Operations and to provlde for 
tralning programs of such personnel In accordance with the 
terms of the Contract 
- to provide free access to the necessary documents 
information and the sltes of operat~ons to the author~sed 
representatives and officers of the Cabmet of Mtnisters (the 
Government) of Turkmenlstan and of the Competent Body 
- to  make payment of taxes and other mandatory payments in 
due t m e  
- to participate In the development of soclal infrastructure In 
accordance with the Contract 
- to  restore at its own account, parts of land and other natural 
cltes whlch have been damaged in connection wlth the conduct 
of Petroleum Operatlons to the condltlon acceptable for thelr 
further ut~l~satlon 

Contractor shall be llable for the damages resulting from r~sks 
connected wlth the conduct of Petroleum Operations The 
enumeration of such risks IS glven In Article 52 

Chapter 7 Marn prpelrne 



submarme plpehnes and cables 
Art~cle  38 Ownership of the M a ~ n  P~pelme 

M a n  Pipelme means an englneenng facll~ty consisting of the 
man (hear)  part of the plpelmes systems and associated on- 
land fac~litles communications and equipment designated for 
transportatlon of Petroleum from the place of product~on 
(treatment) to the place of transfer to another transportation 
refinmg and consumption factllt~es 

Construct~on, financmg, operation and mamtenance of the 
Mam P ~ p e l ~ n e  shall be carried out by a specially establ~shed 
company the owners of which can be the Government 
Contractor ~ndependent mvestors or jo~ntly aforesaid entltles 
and persons 

Art~cle  39 Transportatlon tarlff 

Transportatlon tariff shall be set and charged by the Pipehne 
Company 

Maln Pipeline shall be planned and constructed In such a way 
as to allow a throughput capaclty necessary for handllng and 
transportation to land or seaboard termmals of Petroleum 
estimated In accordance with med~um and long term 
projections of production 

In the event that an extra throughput capaclty 1s available in 
the Mam P~pelme and subject to the payment of relevant 
transportation tariff ~ndependent producers may use such 
capaclty for the transportatlon of the~r  Petroleum product~on 

Artlcle 41 Ma~ntenance of the Mam P~pelme 

The mamtenance of the Mam Ptpelme and its assoc~ated 
faclllties shall be carned out m conform~ty w ~ t h  the norms for 
malntenance safety and security applied in the mternat~onal 
practice for conduct of Petroleum Operations A control over 
the application of such norms shall be executed by the Cabmet 
of Ministers (the Government) of Turkmenlstan and the 
Competent Body 

The owner (owners) of the Mam Plpelme jointly w ~ t h  the 
Governmental Bod~es of the States wh~ch terrltorles are 
crossed by the plpehne shall elaborate the plan for jomt 
control over the safe operahon of the Mam Plpel~ne and 
prevention of eventual accidents and emergencies 

A conduct of any operations or actlons withm the securlty 
zone of the Main Plpellne set by owners shall be prohibited 

Construct~on of any objects and facilltles which are not 
related to the p~peline and ~ t s  purpose shall be prohibited 
w ~ t h ~ n  the mmmum drstance from the Mam P~peline set m 
conform~ty w ~ t h  the construction standards and safety norms 
applicable m Turkmenistan 

Art~cle  42 Construct~on, layrng and operat~on of 

Construcbon lay~ng and operation of submarme p~pelmes and 
cables shall be carried out In conformity with the safetv and 
natural envlronment protectlon rules applled m the 
international practlce for conduct of Petroleum Operatlons in 
respect of such types of actlvitles 

Chapter 8 Natural envlronment protectlon 

Ar t~c le  43 Status of natural envlronment protectlon 
measures 

Natural envlronment and health protectlon measures for the 
population and the Contractors personnel are the obligatory 
condltlon for plannmg and canylng out any types of 
Petroleum Operatlons 

Art~cle  44 Ecolog~cal grounds for conduct of Petroleum 
Operatlons 

Before startlng a conduct of Petroleum Operatlons a 
Contractor shall subm~t to the speclal competent State entlties 
a plan for the natural envrronment protectlon measures that he 
intends to adopt In the ~mplementat~on of ~ t s  work program 

Conclusion of the speclal Competent Body shall be glven In 
wrlting w ~ t h ~ n  30 days of the date of submission of the 
aforesald plan and shall be appl~ed by the Contractor to the 
extent to which ~t 1s c o m ~ a t ~ b l e  with the conduct of the 
planned act~vlty and relevant planned expenditures In case of 
absence w~thln the fixed deadlme of the dec~slon of the speclal 
competent bodres the Contractor shall have the r~ght  to start 
~mplementation of the aforesald plan 

Before startlng the conduct of Petroleum Operatlons and for 
the ent~re penod of their conduct a Contractor shall set up a 
monitoring system for obtamng comprehensive current 
mformatlon on changes occurrmg In the natural envlronment 
and on the nature of environmental lmpact of the Petroleum 
Operat~ons conducted with the purpose of taking necessary 
measures to ehmmate and reduce the negative lmpact on the 
natural envlronment and ensure ecolog~cally safe conduct of 
Petroleum Operatlons 

Chapter 9 F ~ n a n c ~ a l  and fiscal regrme 

Art~cle  46 Currency transactlons 

The procedure for canylng out currency transactlons by the 
Contractor and sub-contractor shall be determmed by the 
current legislation of Turkmenlstan and specified In the 
Contract 

Proceeds accrulng to the Contractor from the sale of ~ t s  
Petroleum entitlement share may be deposited on the accounts 



In Turkmen banks as well as in forelgn banks In domg so the 
Contractor shall submit statements of such accounts to the 
competent entlties of Turkmenlstan for control m accordance 
w ~ t h  the current leglslation of Turkmenistan 

Contractor shall have the right to open and maintain accounts 
in natlonal currency of Turkmenlstan and fore~gn currency in 
banks In the territory of Turkmenlstan 

Art~cIe 47 Customs regime 

Customs reglme shall be applied In accordance wlth the 
leg~slatlon of Turkmenrstan 

All materials and equipment used In the conduct of Petroleum 
Operations shall be exempted from custom dut~es and the 
registration at the State Commodity Exchange of 
Turkmenistan 

Contractor shall not be exempted from the payment of custom 
dut~es and other payments for the conduct of operations other 
than Petroleum Operat~ons 

Art~cle  48 Taxes and payments 

In the conduct of Petroleum Operat~ons the Contractor shall 
pay only the following taxes and levles 

- a tax on profit at the rate established by the legislation of 
Turkmenlstan Procedure for determ~natlon of the taxable 
profit shall be provlded for in the Contract 
- a  royalty on Petroleum production at the rate specified n the 
Contract 

Payment of the bonus In form of lump-sum may be prov~ded 
for In the Contract at the rate spec~fied therem A bonus may 
be paid upon the slgnlng of the Contract and upon 
ach~evement of certaln Petroleum production level specified 
m the Contract 

In the event that new taxes or levies are introduced 
subsequently to the date of entermg lnto a Contract a 
Contractor shall pay only those which are substituting taxes 
and levles p a ~ d  by him In such a case an overall amount of 
due payments shall not exceed the amount of taxes and levles 
unposed on the Contractor as for the tlme the Contract IS 

entered Into 

Payment of taxes and levies envlsaged In the present Law and 
the Contract shall not release Contractor from the payment of 
other taxes and levles due for the activities other than 
Petroleum Operations 

A sub-contractor shall pay profit tax at the same rate as 
imposed on the Contractor and no other taxes than the 
Contractor 

Employees of contractor and of its subcontractors shall pay 
Income tax In accordance wlth the leglslatlon of Turkmenistan 
and provisions of the Contract 

In the event of amendments to the leglslation of Turkmenistan 
whlch was applicable at the time when the Contract was 
entered Into ~ncludmg amendments due to the changes to the 
~nternational treaties to whlch Turhmenistan IS a signatory 

party the Contractor and the Competent Body shall conslder 
an Issue of mtroducing the amendments Into the Contract in 
order to secure balance in the Interests of the Contracting 
Partles and economlc results whlch were expected by them 
tn accordance with the terms of the Contact at the time the 
Contract was entered lnto 

Artlcle 49 Bookkeepmg and a u d ~ t m g  

Contractor (sub contractor) shall maintain bookkeeping and 
subm~t accountmg in compllance w ~ t h  the leg~slatlon of 
Turkmenistan In respect wlth the salarles and soclal securlty 
of the Turkmen employees 

For the purpose of recording Contractor s costs and revenues 
as well as for calculat~on of the taxable profit bookkeeping 
and accountmg shall be mamtalned In compllance w ~ t h  the 
~nternational practice for bookkeeping and accounting applled 
In the conduct of Petroleum Operat~ons and in accordance wlth 
the Contract provisions For the purposes of foregomg a 
freely convertible currency shall be used as the monetary unlt 
of the bookkeep~ng 

Natlonal currency shall be used for the purpose of periodical 
and annual reporting through the translation of foreign 
currency at the official exchange rate of the Central Bank of 
Turkmenlstan 

Audltlng of the financial and economic activlty of the 
Contractor (subcontractors) shall be camed out by the 
Competent Body or other State entity designated by the 
Government at the time intervals spec~fied in the Contract 
The aforement~oned entltles shall be entltled to avail 
themselves of the servlces of Independent audltlng firms 

Chapter 10 Legal terms 

Art~cle  50 Ass~gnment of the Contractor s r ~ g h t s  and 
ob l~ga t~ons  

Contractor may asslgn all or part of its r~ghts and obligations 
under the License and the Contract to the other Interested 
party wlth the prior wrltten consent of the Competent Body 

Contractor shall be entltled to assign all or part of ~ t s  rlghts 
and obligations under the Llcense and the Contract to an 
Affillate or one of ~ t s  members (m case of the multl-membered 
Contractor) wlth no consent required subject to the 
subm~sslon of the document endorsed by assignor such 
document statlng the jomt habihty of the Contractor for all the 
actions of the asslgnee 

As long as Contractor retains any partlclpatlon interest In the 
License and the Contract such Contractor and the asslgnee of 
~ t s  nghts and obhgatlons shall bear jornt respons~bility under 



the Contract 

Expenses associated wrth the assignment of rights and 
obl~gat~ons shall be borne by the Contractor 

Art~cle  51 Ownershrp of ~nformatron on subterranean 
resources 

Ownershrp of geolog~cal and geophysical lnformatlon data 
on Petroleum reserves and all other informat~on obtained or 
prepared by the Contractor m the course of conduct of 
Petroleum Operations shall belong to the Government Such 
mformatlon shall not lnclude proprletary r~ghts and secrets of 
the Contractor 

Artrcle 52 Insurance 

Contractors shall be obliged to obtain and maintam an 
Insurance as follows 

- all rrsks rnsurance covenng all plant equipment, bulldings 
and other property of the Contractor used or Intended for use 
in the conduct of Petroleum Operations 
- lnsurance coverlng eventual loss of Petroleum and ~ t s  by- 
products up to the point m trme and location at whlch the tltle 
is transferred from Contractor to the Competent Body (m 
respect to the Competent Body s entitlement share of 
production) or other persons, 
- Insurance covenng clean-up costs for damage to the natural 
environment, including pollution of the a r  water surface and 
subsurface soil under and in the Contract Area 

general liab~llty insurance covenng property damage and hfe 
and health harm resulted from or In connection w ~ t h  the 
conduct of Petroleum Operations 
- control-of-well insurance covering control of well and 
rednll costs caused by accidents to wells In the Contract Area 

health life and acc~dents insurance covenng the insurance 
for employees and other persons engaged by the Contractor 
for the conduct of Petroleum Operations 
- such other types of ~nsurance as would be apphed by the 
Contractor ~n compliance with the internat~onal practlce for 
conduct of Petroleum Operations 
- such other Insurance required by the current legislation of 
Turkmen~stan on obligatory types of insurance 

Contractor shall be obliged to require sub-contractors whlch 
activities are connected to the conduct of Petroleum 
Operations to obtain and malntain msurance in such forms 
and amounts st~pulated by the relevant contracts of sub- 
contractors 

Art~cle  53 Employment relat~ons 

The employment legal relations of the Contractors with its 
employees are regulated by the leg~slation of Turkmen~stan 
collective or ~ndiv~dual employment contracts 

Employment contracts of the Contractor wrth foreign 
employees may contain special provlslons in accordance with 
the international practice for enterlng such contracts In such 

case the level of guarantees of labour nghts of foreign 
employees should not be lower than the level of guarantees 
provlded for by the legislat~on of Turkmen~stan 

Artlcle 54 Socral Insurance and socral securrty 

Social insurance and social securlty of the employees whrch 
have entered Into the employment legal relat~ons wrth 
Contractor (except for the pensions provlsions of fore~gn 
employees) are regulated by the legislatlon of Turkmenistan 

Contractor may contributes to the State social insurance In 
respect of fore~gn employees only m such cases when latter 
wish to enjoy social benefits m the territory of Turkmenistan 

Penslon provlsions and provlsions on other kmds of soclal 
securlty of foreign employees are regulated by employment 
contracts and shall comply with the leglslat~on of the States 
of thelr permanent res~dence 

Artrcle 55 Guarantees of Contractors rlghts 

Contractor shall be guaranteed the protection of ~ t s  rlghts in 
accordance wlth the pnnclples of lntemat~onal law legislatlon 
of Turkmenistan the Llcense and the Contract 

Artrcle 56 Resolution of drsputes 

Disputes associated wlth the Issuance refusal to Issue 
suspension or revocation of the License as well as those 
related to the implementat~on of the Contract shall be 
possibly resolved by way of negotlatlons lncludlng the 
involvement of independent internat~onal experts or in 
accordance with dispute resolution procedures prevrously 
agreed In the Contract 

In the event that dlsputes cannot be resolved In accordance 
with the provisions of part 1 of thls Article wlthln 3 months 
from the moment of a wntten communication from e~ther part 
to the other e~ther party may wlth prior wrltten notification 
to the other party refer to international arbitration bod~es 
determmed by the partles in the Contract 

All other disputes mclud~ng disputes between the Contractor 
and Legal Persons and cltlzens of Turkmenistan shall be 
resolved by competent judlcial bod~es of Turkmenistan unless 
otherwise provrded for in the agreement of the parties 
Artrcle 57 Force Majeure 

Failure by the Contractor to fulfil the terms of the License and 
(or) the Contract or to comply wlth the requirements of the 
leg~slation shall not constitute thew rnfnngement if such 
actions are caused by war act of war military conflicts 
natural hazard or other events beyond the will and actlons of 
the Contractor or by other causes envisaged In the Contract 
as circumstances of Force-Majeur 

In the event of farlure to fulfil terms of the License and/or the 
Contract the Contractor shall be obllged to immediately 
Inform the Competent Body in that respect wrth mdicatlon of 



causes for such clrcumstances to arise 

Valid~ty penods of the License and of the Contract shall be 
extended for penods during which the Contractor did not 
exerclse its r~ghts and obl~gations in compliance w ~ t h  the 
present Law the License and the Contract due to the 
clrcumstances of Force Majeure 

In the event that clrcumstances of Force-Majeur endure for 
more than I year e~ther party has the right to propose to the 
other to terminate the Contract Upon reach~ng agreement by 
the Part~es the Contract shall termmate 

In the event that the circumstances of Force Majeur remain 
dunng a penod of more than 2 years either party has the nght 
to unilaterally terminate the Contract w ~ t h  pnor notificat~on to 
the other party 

In the event that the Contractor did not recover its costs 
connected to the conduct of Petroleum Operat~ons the Contract 
may be terminated at the Contractor optlon 

The force of this Art~cle shall not apply on the requirement of 
payments to be made m due tlme as prov~ded for by this 
Law the License and the Contract 

Chapter 10 Fmal provlslons 

Artlcle 58 Information requlred by the Competent Body 

The Competent Body shall have the rght  to summon the 
Contractor m writing to fum~sh an information and data 
related to Petroleum Operations such data includmg also 
world price of Petroleum In the event that the Competent 
Body has the ground to believe that the Contractor is in 
possession of such ~nformation or data, which ~nformation and 
data have not be subrn~tted to the Competent Body m 
accordance w ~ t h  the provisions of the Law and terms of the 
Contract Contractor shall be obliged to provide such 
mformat~on 

Petroleum Operat~ons, make extracts from and make coples 
of such documents 
- give d~rections and introduce restrlctlons on the actlvltles of 
Contractor related to secunng safety and health protection of 
the Contractor s personnel and of the populat~on 
- cany out any necessary examination and lnquirv In respect 
w ~ t h  the issues of compliance by the Contractor w ~ t h  the 
laws other regulatory acts and terms of the Contract 

In the exercise of its powers the Competent Bod) or ~ t s  
authonsed officers may mvolve other persons as experts 

Contractor shall be obl~ged to supply necessary help and 
assistance to the Competent Body or an authorised officer in 
the execution of thelr powers 

Ne~ther party has the nght to publish dlsclose or transfer 
any information wh~ch is cons~dered confidential and is 
related To Petroleum Operations to a thlrd party wlthout 
prior written consent of the other Contract~ng Party 

Confidential ~nformation may be supphed to legal counsels 
accountants, other consultants underwriters lenders 
subcontractors shipping companies subject to a prlor 
written undertaking from such persons not to dlsclose the 
~nformat~on rece~ved 

Article 61 Indemnity of Turkmen~stan and the Cabinet 
of Mlntsters of Turkmenlstan 

A L~cense Holder and Contractor shall keep the Government 
indemnified against all actlons cla~ms and demands wh~ch 
may be brought or made agalnst the Government by reason of 
anythmg done by such L~cense Holder and the Contractor In 
the exerclse of the latter s rlghts and obllgat~ons under the 
Law the L~cense and the Contract 

Artlcie 59 Powers of the  Competent Body and 
author~sed officers 

In order to ensure control over the compliance w ~ t h  present 
Law and fulfilment of the terms of the Contract the 
Competent Body and authonsed officers shall have the right 
to 

- enter any area, structure vehicle being used in connection 
with the conduct of Petroleum Operations 
- to carry out an inspection or testing of the equipment or 
appliance being used in the conduct of Petroleum Operations 
- to extract samples of Petroleum or other substances from any 
area where Petroleum Operat~ons are being conducted with 
the purpose of their analys~s or testing or for use as ev~dence 
upon the violat~on of the Law or infrmgement of the terms of 
the Contract 
- cany out an inspection of the documents relating to the 



ATTACHMENT B 

DECREE OF THE PRESIDENT OF TURKMENISTAN 

Hagler Bailly 



6 June 1997 

DECREE OF THE PRESIDENT OF TU~~KMENISTAN 

Nr 3189 
Ashgabat 

The steps to be taken In order to ~mplement the Law of Turlunenatan on Hydrocarbon Resources 
(Petroleum Law) 

With the alm to implement the Petroleum Law most effectively, I decree 

1 To create the Competent Body for the Use of Hydrocarbon Resources at the Presldent of Turkmenlstan 

2 To ratlfy the ordonnance " About the Competent Body for the Use of Hydrocarbon Resources at the 
Presldent of Turkmenlstan " attached as Annex 1 

3 To nomlnate the Members of the Expert Counsel of the Competent Body for the Use of Hydrocarbon 
Resources at the Presldent of Turkmenlstan m accordance with Annex 2 

4 To approve a Model Production Sharlng Agreement for the exploratlon and production of oh and gas m 
Turkrnenlstan attached as Annex 3 

5 To approve the Model Jomt Venture Agreement for exploratlon and production of oil and gas m 
Turkmenlstan attached as Annex 4 

6 To control petroleum operations accordmg to the Petroleum Law and to the ordonnance " About the 
Competent Body for the Use of Hydrocarbon Resources at the President of Turkmenlstan " 

7 To form at the Competent Body for the Use of Hydrocarbon Resources at the Presldent of Turkmenlstan 
management committees for contracts concluded for petroleum exploitation 

President of Turkmenistan Saparmurat Turkmenbashi 

Annex 1 
ratified by decree of The Presldent of Turkmenistan 

Nr 3 189 of June 6 ,  1997 

Ordonnance 
" About the Competent Body for the Exploltatlon of the Petroleum Resources a t  the Presldent of 

Turkmenlstan" 

The Competent Body for The Exploitation of the Petroleum Resources at the President of Turkmenistan, 
further " Competent Body ", 1s a Government organ mvested with the exlusive powers to negotiate (on 
applications-translater's remark), to Issue licenses and to enter into contracts, and also to control the course 
of the lrnplementation of concluded contracts for the exploitation of the Petroleum resources of 
Turkmenistan 

The Competent Body shall execute hls activity accordmg to the Petroleum Law of Turkmenlstan, this 
Ordonnance, and other legislative acts dlrected towards securing rational and effectwe exploitation of the 
Petroleum resources and the protection of the natural wealth of Turkmen~stan 

The Competent Body 1s headed by the President of Turkmenistan 
Goals 



The maln goals of the Competent Body are 
to subm~t and to receive mvestment proposals m accordance w~th the pol~cy for the development of the 
Petroleum Industry, the strategy and pr~orlties for the exploitation of the Petroleum resources 
to carry out negotiations with potential licence holders 
to Issue l~censes and to,enter Into contracts about the exploitat~on of Petroleum resources 
to control the lmplementatlon of contracts on the explo~tatlon of Petroleum resources 
to submit per~od~cal reports to the President of Turkmenistan on the exploitat~on and development of the 
Petroleum resources of Turkmenistan 

In order to reach the mam goals of ~ t s  activity, the Competent Body has the followmg functions 
to set uniform rules for the development of Petroleum fields according to mternational standards for 
Petroleum Operations and to the strategy of exploitation of Petroleum resources, as defined m the 
complex program for the development of the Petroleum Industry, 
to organlse and to execute work for preparation of tenders, to Inform about the tme  lm~t s ,  the 
cond~tions and the order for holdmg tenders, to set procedures for makmg applications, for obtammg 
licence and for signmg respective contracts 
to organlse and to negotiate with mvestors, to prepare contracts with respect to the natlonal interests of 
Turkmenistan and m accordance with the ~nvestment pol~cy for the development of the Petroleum 
Industry 
to issue l~censes and to sign contracts on Production Sharmg and Jo~nt Ventures upon the order of the 
President of Turkmen~stan,to register contracts with the Government organs nommated for th~s, 
to execute control over the conduct of Petroleum Operations and theu compliance with the leg~slat~on as 
well as with the terms of a license and contracts on Product~on Sharmg and Jomt Ventures, 
upon the nommation by the President of Turkmenistan and together w~th interested organs, to conduct 
negotlatlons and to prepeare for the conclusion of treatles with authonzed organs of other countries on 
the questions of construction and operation of pipelmes and other transport facilit~es for the transport of 
Petroleum 
to receive from the Cabinet of Ministers, the M~nistry of Gas and Oil Industry and Natural Resources the 
descript~on, crlteria and duectives for uniform rules for the development of Petroleum fields and their 
protection as well as the strategy for the exploitation of the Petroleum resources as defined m the 
complex program for the development of the gas and 011 md~stry, and to bring them Into compliance 
with the standards of mternational practice and to prepare the mam requuements for the conduct of 
negotiations and the conclusion of contracts 
to receive from the State Agency for Fore~gn Investments at the President of Turkmenistan the 
description criterlas and directives on the general mvestment pol~cy of Turkmenistan whlch define the 
maln requuements of the economic and mvestment block of questions for the conduct of negotiatlons 
and complex expertise 

Structure 
The structure of the Competent Body consists of 

1 prepares mvestment proposals (under tender or duect negotiatlons) and organizes its acompanymg 
mformational 

2 implements the acceptance of applications for obtaining L~censes and the transfer of documents on an 
investment project to the Department of negotlatlons 

3 in case of holding a tender, the department shall carry out the prequalificatlon select~on among all the 
investors, wishing to part~clpate m the tender, and, on the bas~s of results of such a prequal~fication 
select~on, the department obtains the biddmg proposals who passed the first round, carries out their 



complex expertise through a specially establ~shed Expert Comm~ssion, after wh~ch it transfers the 
documents on the investment project to the Department of negot~at~ons 
the department obtains the prellrn~nary draft contract, the report on the negotlatlons and complex 
feas~bil~ty for lssulng the license from the Department of negotiations, carries out the final complex 
expertise of the documents and submits them for the review to the Expert Counsel of the Competent 
Body 
transfers the results of the expertise to the State Agency for Forelgn Investment at the President of 
Turkmen~stan 
in case of the positive decis~on of the Expert Counsel, prepares the draft of decree and submits the 
accompanymg application for obtammg the I~censes, with the signatures of all the members of the 
Expert Counsel to the Pres~dent of Turkmen~stan 
upon the approval of the Pres~dent, Issues the L~cense and s~gns the contract, in the adverse case it e~ther 
prepares the refusal givmg the reasons or returns the draft of the contract for workover to the 
Department of contracts 
The License is glven to the fore~gn physical and legal entitles provided that they are reg~stered in 
Turkmen~stan In case of absence of such registration at the moment of obtammg the License, the 
application for format~on of the appropnate legal-organ~sat~onal entity is submitted to the state organ for 
reglstratlon 
prepares the package of documents and transfers ~t to the State Agency for Foreign Investment at the 
President of Turkrnen~stan for entermg it Into the state reglster of mvestrnent programs, and also to the 
Department of control for the subsequent handling 

L De~artrnent of Ne~otiations 
recelves the package of documents on an investment project for which a l~cense has been appl~ed for 
from the L~censlng Department 
determines the group of experts out of the staff members of the Competent Body and the Invited 
consultants and prepares the scenario of negotiat~ons on the subject, the strategy and the tactics for 
conductmg the negotiations, safeguarding the maxmum mterests of Turlunen~stan and submits this for 
approval by the President of Turkmen~stan 
carries out the negotiations on the basis of Model Agreements approved by the President of 
Turkrnen~stan, w~th deta~led protocoling of the negotiations, prepares the report on the basic parametres 
and results of the process on conductlng the negotiations, prepares protocols of disagreement and other 
dicuments, composmg the format of the contract agreed by the parties 
in case of prmcipal d~sagreements, subm~ts without delay the descr~ption of the situation and the 
alternatwe ways of dec~sion to the President of Turkmen~stan for further approval and changes for the 
conduct of negotiations 
upon the end of negotiat~ons the report on negotlatlons and contract and also all the necessary 
documentation for feasibil~ty of the appl~cat~on and the Issuance of the L~cense shall be prepared 
tn case of necessity for workover of the contract the abovementioned actlons shall be repeated 

3 Department of Control 
recelves the full package of documents from the L~censmg Department m order to execute the further 
control on the lmplementatlon of the contract and the compliance w~th the conditions of the Issued 
license 
In order to provide the constant control and management of the newly formed household unlts 
["domest~c compan~es?" 371, the Department forms the staff of members - representatives of the 
Competent Body tn the Comm~ttees for management which are to be created for every separate contract 
executes the constant control for the mplementation of the contract m compl~ance with the Petroleum 
Law of Turkmenistan, with the present regulat~on and w~th other leg~slatwe acts which can be adopted in 
relat~on to the actlvlties of the management Committees 
In the case of shortcomings carrles out thelr detailed protocollmg, and determines the complex of 
actlons for not~fications and rejection of shortcommgs 



m cases of breaches whlch are the reasons for revocatlon of license accordmg to the art 22 of the 
Petroleum Law of Turkmenistan it prepares the reasons for revocation and submlts them for 
consideration to the Expert Councel If the Expert Council Issues the decision for the revocatlon of the 
Ilcense, the draft of such decree is to be prepared and the application for revocation IS to be transferred 
to the President of Turkmenlstan wlth the signatures of all the members of the expert councel 

Expert Councel and Experts 

In order to perform the functions and tasks of the Competent Body the Expert Councel IS to be formed 
consisting of the persons appointed by the President of Turkmenlstan whose decislon 1s the basis for 
Issuance of a license as well as for signlng of contracts and for thelr revocatlon and the termmation of 
concluded contracts 

For the partlapation ln the process of negotiations, for the conduct of complex expertise, for the control 
over the cornpilance with the condlt~ons of the contracts and llcenses, Experts (Specialists) out of the 
representatwes of the Mmistry of Oil and Gas and Mineral Resources, the Mmistry of Nature and 
Envlronmental Protection, the State Inspect~on for Standards, Metrology, Protection of Underground 
Resources, the State Committee for Carrylng out the Compliance with Techn~cal Stanbdards, the Military 
Firefightmg Sewlces of Turkmenistan, the State Concerns and fiom other organs shall be mvlted 

In case of inviting the experts out of the members of the related Ministries and State Organs, the priorlty 
responslbllit~es of the latters shall be the functional obligations m the Framework of tasks defined by the 
head of the Competent Organ 

The Competent Organ shall have the right to determme the main subject of the research and development 
centers and institutions of Turkmenistan and to coordinate the works related to the conduct of expertise on 
the subjetc of the feaslbillty studles of contracts, Investment feaslbllity researches and programs of for 
management traming 

In order to prov~de the hlgh professional level and quality of the mdependent expertise and as well as for 
lnviting the mternational experts, the fund for financmg the Competent Organ shall be formed, the sources 
of which are the to be deducted fiom bonuses and royalties fiom the concluded contracts, and also by the 
contributions rece~ved durmg the organlsatlon of tenders and issuance of llcenses 

The amounts of contributions are to be determined according to the level of the necessary financmg and are 
subject to the approval of the President of Turkmenistan 

The number of the staff, the amounts and form of the salanes for the staff members of the Competent Body 
shall be approved by the President Turkmenlstan 

The Competent Body is a Legal Entlty, ~t has a seal showing the State Emblem and it s tltle and also 
accounts m the banks of Turkmenistan 



Annex 2 
ratdied by decree of 

The Presldent of Turkmenlstan 
Nr 3 189 of 6 June 1997 

Nomination of the Expert Councll of the Competent Organfor the Exploltatlon of Petroleum Resources at 

Gurbanmuradov, Y A 

Sardjayev, B K 

Kurbanov T H 

Altayev, D C 

Babayev, Kh 

Bordjayev, A 

Kulnlyasov, A K 

Kurbanov, P K 

Niyasliyev, 0 

Tatchnasarov, G 

Khasanov, B 

Khodjamukhamedov, D G 

The Presldent of Turkmenlstan 

Vlce Prune Mmster of the Cabinet of Mmlsters, Dlrector of the 
State Agency for Foregn Investment at the President of 
Turkmenlstan, Vice President of the Competent Organ 

Vice Prlme Mlnlster of the Cabmet of Mmisters, Mmlster for the 
Petroleum Industry and Mmeral Resources 

Mmister for Forelgn Economic Relations, Executwe Dlrector of the 
Competent Organ 

Prestdent of the State Concern Turkmengeologla 

Vlce Mmister for the Petroleum Industry and Mmeral Resources 

Executwe Drector of the State Fund for the Development of the 
Petroleum Industry and Mlneral Resources 

Presldent of the State Concern Turkmenneft 

Mlnlster of Nature and Environmental Protection 

Presldent of the State Concern Turkmenneftegasstroy 

Presldent of the State Concern Turkmengas 

Deputy Head of the Mam State Inspection for Standards, Metrology, 
Protectton of Underground Resources and Safe Workmg Condltlons 

Deputy Dlrector of the State Agency for Fore~gn Investment at The 
President of Turkrnen~stan 



Hagler Badly 



MEMORANDUM OF UNDERSTANDING 

Between 

THE UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 

And the GOVERNMENT OF TURKMENISTAN 

NEW LEGAL & ECONOMIC DEVELOPMENT 
IN THE OIL, & GAS SECTOR 

THE COUNTRY OF TURKMENISTAN 

This Memorandum of Understanding (MOU) outlines the framework for mutual cooperation 
between the Government of Turkrnenistan(the "Government") and the United States Agency for 
International Development (USAID) in support of the Government's effort to restructure its laws 
and rules and regulations relating to the oil and gas industry To this end, the parties commit to 
the following 

The Government of Turkmen~stan agrees 

To provide the USAID consultant, Hagler Bailly Consulting, Inc , wth office space in the Ministry 
of Oil and Gas Industry and Mineral Resources or in such other space as may suit the 
Government 

To provide the said consultants wth  copies of all existing laws and rules and regulations, and 
relevant studies necessary to provide informed advice 

The United States Agency for International Development agrees 

To provide the necessary expatriate experts for the implementationof the assistance contemplated 
by this agreement, a list of which is set forth on Exhibits A and B attached hereto, and to 
provide the local staff and office equipment necessary for the functioning of their office 



To continue supporting the development of laws and rules and regulations for the oil and gas 
industry of Turkmenistan which conform to international standards 

Terms of Implementatlon 

This MOU will take effect upon signature by the respective parties and reman in force through 
May, 1998 

All undertakings of USAID pursuant to this MOU are subject to the availability of h d s  and to 
further agreements and obligations between USAID and such public and private parties 
regarding the provision of such assistance The USAID field mission in Almaty, Kazakstan, 
and the local office in Ashgabat, Turlunemstan, will be responsible for managing the 
implementationof this proposed activity of the Government of the United States of America 

In the event that 1) the Government of Turkmemstan fails to comply with any provisions of t h s  
Memorandum of Understanding, ii) USAID determines that facts have amen which makes it 
improbable either that the purpose of the Memorandum of Understanding will be attained or 
that the Government of Turkmenistanor USAID wl l  not be able to comply wth  the provisions 
of the Memorandum of Understanding, ill) USAID determines that the continuation of 
assistance will result in violation of US law, then USAID may, at its option suspend, in whole 
or in part, provision of assistance under this Memorandum of Understanding upon providing 
wntten notice of this action to the Government of Turkmenistan In the event of partial 
suspension, such notice shall specify affected activities and be effective upon receipt by the 
Government of Turkmenistan If, at any time after such notice, USAID determines, in its sole 
discretion, that the cause for suspension has not been corrected or correction is improbable, 
USAID may terminate assistance and provide wntten notice of this action to the Government 
of Turkmenistan 

In the event that USAID fads to comply with any provision of this Memorandum of 
Understanding,the Government of Turkmenistan can demand compliance with or correction 
of the violation dunng an agreed penod of time If there is not an appropnate remedy within 
the agreed penod of time, the Government of Turkmenistan has the nght to terminate, at its 
sole discretion, the effect of the agreement 

This Memorandum of Understanding may be amended by w t t e n  agreement of the signatory 
parties 



This Memorandum is signed in Ashgabat, Turkmenistan this day of June, 1997, in two 
copies, each of them in English, and Russian, with each having equal authonty, by 

Government of the Umted 
States of Amenca 

Patncia Buckles 
Mission Director 
United States Agency for 

International Development 

Government of Turkmenistan 

Mimstry of 011 & Gas 
Industry and Mineral 
Resources 

The State Agency for Foreign 
Investment at the 
President of Turkmemstan 



Priority Project 

1 Review and comment on existing proposals for the formation of the Competent 
Body, and recommend changes if needed 

2 Review and comment on current drafts of Model Production Shmng 
Agreement and Joint Venture Contracts Assist in the development of the 
Model Offshore Production Shmng Agreement Provide guidelmes for 
negotiating such agreements 

3 Review and comment on existing and proposed regulations and standards, and 
recommend changes and additions to attslln compliance wth  international 
standards and the special needs of Turkmemstan Assemble a library of model 
regulations from authorities such as the Arnencan Petroleum Institute 

4 Review, surnmmze and comment on the pipeline tmff methodology and the 
pipeline economics study currently being considered and recommend changes, 
if any 

5 Assist in the presentation of the new Petroleum Law and model contracts to 
other Turkrnen governmental agencies, foreign companies, and oil and gas 
conferences and other interested parties abroad A part of the effort undertaken 
in this regard shall include the publication of a brochure setting forth the new 
Petroleum Law 
Assist in the preliminary preparation for the tender for exploration/production 
areas in the Amudarya basin Recommend negotiation preparation procedures 
for those usual negotiation activities in which the Competent Body or other 
governmental officials would frequently become involved 
Develop a proposal for western style chart of accounts for the oil and gas 
sector Provide trsllmng on how to use such charts and develop at least two or 
three specialists 



SUBJECTS FOR INDIVIDUAL CONSULTING, EXCHANGE OF THOUGHTS, AND FOR THE 
REVISION AND PREPARATION OF WRITTEN MATERIALS 

(Preliminary List) 

1 Basic Concepts Of Finance 

These include cash flow analysis, time value of money, discount rates(nomina1 and real), 
relationship between nsk and return, return cnteria (IRR and NPV), difference between 
debt and equity investors, advantage of debt on the weighted cost of capital 

2 Investor Return Requirements 

Return requirements for equity investors, country nsk premiums, how nsks can be shared 
through commercial structure and contracts, and lower nsk means lower cost of capital and 
lower return requirements 

3 Basics Of Project Finance 

Limited recourse financing, requirements for World Bank (and other MLA) support, and 
project company, sponsor subsidiaries, and sponsor parent relationship 

4 Basics Of International Contracts 

Fundamental concepts of contracts, choice of law in international contracts, international 
treaties and conventions, dispute resolution, and common types of international oil and gas 
contracts 

5 Production Shanng Agreements, Joint Ventures, & Other Types Of Agreement 

The current petroleum law allows the Competent Body to sign PSCs, JVs, and other types 
of agreements In ow meetings, the Twkrnen Government officials expressed the need for 
explaining the Law and the agreements to people withn their organizations The course 
could present a compmson of more prevalent oil and gas agreements and their typical 
economics 

6 Contract Negotiations 



The substance of t h s  course should be discussed tnth experts and should include negotiations 
techmques and address cultural and political differences between Turkrnenlstan and the 
western countries 

7 Oil And Gas Accounting 

The course would cover international oil and gas accounting standards and a comparison 
with accounting practices in Turkmenistan T h s  would be beneficial in both explaining 
the Accounting Procedures attached to PSC and other agreements as well as the tmff 
caiculation methodology 

8 Petroleum Economics Traimng For Oil And Gas Managers 

The purpose of t h s  course would be to aquatmt oil and gas managers in the government 
and state concerns w t h  worldwde supply, demand, trade, transportation, and economics 
in crude oil, products, natural gas, and LNG 
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USAID wl l  provide three broad areas of assistance, as follows 

The structuring of business transactions in the oil & gas sector, including assistance in the 
area of negotiation and tender for exploration 

The development of operational procedures and methodologies, including pipeline tanffs, 
and consemahon, health, safety, and environmental regulations 

The implementation of vmous other functions connected with the oil & gas sector 

Specific projects providing such assistance w11 include 

Provide guidelines and assistance for negotiating Production Shmng Agreement and Joint 
Venture Contracts Give assistance in performing techno-economic studies to evaluate both 
the economic and technical soundness of different production sharing contracts From the 
workshop on International Petroleum Economics whlch is offered as a part of this MOU, 
there wl l  be a computer model avanlable to do the economic analysis There may be a need 
to make changes to thls computer model to comply with Turkmenistan terms Review the 
contract terms to make recommendations keeping in view the twin objectives of getting 
maximum returns to Turkrnenlstan as well as meeting the strategic need to invest foreign 
investment Whenever it is possible to improve the economic returns to the state based on 
the present prevailing standards in the world, recommendationsregarding the changes in the 
terms to be offered during the negotiations w11 be made 

Review and comment on emsting and proposed regulations and standards, and recommend 
changes and additions to attain compliance with international standards and the special needs 
of Turkmenistan Assemble a library of model regulations from authorities such as the 
American Petroleum Institute Using these international standards, develop for the 
consideration, deliberation, and debate of the Competent Body, additional regulations to 
provide a substantive framework to the New Petroleum Law, including, among others 

Procedures and obligations relating to Exploration, Production, and Combination Licenses 

Rules for the Protect~on of Petroleum Resources 
Rules for the Protect~on of the Environment 
Rules for the Public L~fe  and Health Protection 
Rules for the Ident~fication and Protection of Holy Sites, and H~storical and Cultural Monuments 



Rules for Registrahon of Contracts 
Rules for Revocation of Licenses 
Rules regardmg Bank Guarantees or Subst~tute 
Rules concerning the timing and procedures for holding a Tender 
Rules concernmg submission of Bidding Proposals Rules regarding License Validity 

Penods, as well as the suspension, revocation, and termination thereof 
Rules regardmg the substance and approval process of Voluntary and Forced Unitization 
Rules regardmg the location, construction, operation, use and the ultlrnate d~smantlmg of structures placed 

m navigable waters 
Rules regardmg the discharge and bur~al of wastes from Petroleum Operations, mcludrng the setting of 

permiss~ble levels of lrnpurlty 
Rules concerning the Measurement and weighing of Petroleum, includmg the frequency, methods 
Rules concernmg the protection of natural resources, and the conduct of spdl clean-up operations 

Rules concerning the reclamation of land utilized for Petroleum Operations 
Rules concernmg the laying and operation of submarme p~pelmes and cables 
Rules regarding the content, and submission requirements relating to an Environmental 

Protection Plan 

Review, surnrnanze and comment on the pipelme tmff methodology and the pipeline 
economics study currently being considered and recommend changes, if any A review and 
analysis of the existing pipeline cost accounting as well as the pipeline tariff methodology 
will be carried out 
A standardized computer model wl l  be developed wth  the following objectives 

1 To evaluate pipeline economics 
2 To develop pipeline methodology 
3 To estimate actual pipeline tariffs based on international standards 

Traning wll  be given to the concerned personnel on the use of the above computer model 

Assist in the preliminary preparation for the tender for explorationlproduction areas 
Recommend negotiation preparation procedures for those usual negotiation activities in 
which the Competent Body or other governmental officials would frequently become 
involved In such assistance, USAID wll  assist in the preparation and collection of data 
relevant to effective consideration of the tender by prospective bidders, development of 
procedures for the disbursement of such information to prospective bidders, procedures for 
the consideration, and the award or rejection, of bids 



Provide assistance to concerned personnel on farn~limzation with, and the use of, 
internationally accepted accounting standards for 011 and gas operations Even in the 
western countnes, the standards for oil and gas accounting are different from the normal 
practice Therefore it is necessary for oil and gas sector personnel to be familiar w th  the 
western oil and gas accounting procedures Assistance in the form of formal training and 
computer software will be given to the concerned personnel Assistance wl l  also be glven 
to do system study to develop computer software and thus to have a full fledged 
Management Information System 

Provide semlnars and d~scuss~on forums whereln offic~als and others from the country of 
Turkrnen~stan will have an opportuty to exchange thoughts and indiv~dually consult w th  
experts on a vanety of topics including those set forth on Attachment B 
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(English vers~on) 

Develop proposals for improvement of oil and gas legal and regulatory structure 
A Assist in the formation of a library of mtematlonal oil mdustry legal and regulatory materials 

conslstmg of text, electronic medla, computer models, and programs 
a Library of Standards, Recommended Practice, and Regulations from API, ISO, MMS, & other sources 
b Off-the-shelf 011 & Gas PC software 
c Texts Legal, Busmess, & Regulatory Subjects 
d Examples of Regulatory Agency Structure from different countries 

B Develop unlform rules for exploration and exploitation of oil and gas fields and for envlronrnental 
protection uslng mtemational standards for oil operations 
a Provide comments on the draft Unlfied Regulations For Development Of 011,011-and-Gas, Gas, and 

Gas-Condensate Fields 
b Update existmg draft of Unified Regulatlons to mtemational standards andfor draft new Unified 

Regulatlons 
C Develop proposals for Improvement of legal and regulatory structure of current oil and gas state agencies 

a Review existmg Oil & Gas lndustry structure 
b Recommend improvements m the legal & regulatory structure 

D Organize and conduct semmars, workshops, and conferences as needed mcludmg the followmg 
a Concepts Of Energy Regulatory Agency Law 

Develop proposals and regulations related to oil & gas agreements 
A Evaluate existmg oil and gas agreements for consistency with the new Petroleum Law and the Model 

Agreements 
B Recommend standards for 011 and gas accountmg, plans and budgets, and performance reports relevant to 

mtemational requirements 
C Develop methodology for reportmg, analysis, and control of licensed oil companies activities 
D Provide advice as needed on legal, economm, negotiations, PSA and JVA issues 
E Develop uniform mechanisms for dispute resolution 
F Organize and conduct semmars, workshops, and conferences as needed mcludmg the followmg 

a Oil and Gas Accounting 
b Internatlonal Petroleum Economics 
c Internatlonal Oil & Gas Contracts 

3 Develop proposals on issues related to carrying out tenders 
A Develop prmciples for evaluation of bids for exploration and production of Caspian Sea oil and gas 

resources 
B Develop proposal for model commercial structure for future agreements 
C Develop proposals for conductmg future rounds of Caspian Sea tender 
D Develop proposals for conductmg tender for onshore blocks 
E Organlze and conduct semmars, workshops, and conferences on the above topics as needed 



4 Develop proposals on strategic oil and gas mfiastructure development issues 
A Develop proposals for existmg export pipelme projects 

a Evaluation of pipelme feasibil~ty studies 
b Proposals with respect to creation and form of consort~ums 
c Writlng contracts and agreements 

B Develop proposal for an or1 and gas export strategy for Turkrnen~stan 
C Develop proposals for oil and gas pipelme tar~ff methodology 
D Develop proposals for oil field supply and servlce busmess development 

a Rev~ew state of servlce busmess capabil~ties withln Turkmen~stan at present, and withm the reglon of 
Central Asia 

b Proposals with respect to the slze and form of ownersh~p of the servlce busmess 
- state, pnvate, or m~xed 

c Proposals w~th respect to regulation of oil and gas service busmess 
E Organize and conduct semmars, workshops, and conferences as needed mcludmg the following 

a 011 and Gas Project Flnanc~ng 
b Strategic Planning Retreat 
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(Russ~an version) 

3 P a ~ p a 6 0 ~ ~ a n p e ~ n o x e ~ ~ i n o ~ o n p o c a ~ n p o ~ e ~ e ~ ~ ~ 1 ~ e ~ ~ e p o ~  
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Tel / Fax (993-12) 354305 1 393085 

Hagler Bailly 
December 1 1,1997 

Mr T N Kurbanov 
Executive Director of the Competent Body 
For the Use of Hydrocarbon Resources 
53 Azady Street 
Ashgabat 744000 

Subject Draft Unified Regulatrons For Development Of 
Oil, 011-And-Gas, Gas, And Gas-Condensate Fields 

Dear Mr Kurbanov 

You have asked us to translate the Unrfied RulesFor Field Development drafted by the Office 
of the Ch~ef  State Inspector of the Major State Inspectionof Turkmenrstan, and to provrde our 
comments on the same Hagler Bailly has now translated the draft Uniform Regulatrons from 
Russian to English language and had the draft rev~ewed by Kris Gupta and myself, Hagler 
Bailly's Resldent Advisors in Ashgabat A copy of our translation IS attached to thisletter Whrle 
we believe that with more time we could better conformour translation to an accurate or1 field 
vocabulary, we belreve that the current rendering IS a reasonable restatement of the Russian 
version 

Durmg our revrew of the Unified Regulations we have also requested rnput from an internationi 
regulatory expert as to a limited portron of the Regulatrons Further, we have d~scussed certarn 
aspects of the Unified Regulations wrth Messrs Bayram Hasanov, Baltabay Lukmanov, and 
Hageldy Hankulrev of the M a p  State Inspection Of Turkmenistan In making these comments 
we were gu~ded by (1) the New Petroleum Law of Turkmenistan, and the (2) the Decree of the 
Presrdent, dated June 1 ,  1997, by whrch the Competent Body envisioned in the Petroleum Law 
was established and given structure A soverergn government delegates to administratrve 
agencies by such specific grants of authorrty those rule-makrng powers with which that 
sovereign, but for the constraints of time and expertise, could otherwise concern rtself Several 
of the more important sections of the New Petroleum Law whrch bestow upon the Competent 
Body rule-making authority, together with those In the supportrng Presrdntial Decree, are lrsted 
In the attachment of this letter desrgnated Attachment A 

Hagler Bailly's comments are prelimrnary in natue because of limited time available for review 
and because only a limlted amount of regulatory resource mater~al was available in Ashgabat 
With that caveat, ~t is Hagler Bailly's opinion that the overwhelmrng tenor of the draft Unified 
Regulationsrs to set forth overly detailed work procedures and gurdelrnes for those engaged in 
normal oil field activities Although we have been unable to find comparable features in the 
regulatory frameworks of leading international producrng countries, it should be noted that 
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frequently a more flexible form of such work procedures and guidelines are part of In-house 
'Procedures Manuals' by wh~ch oil companies suggest to field personnel procedures to be 
followed In a variety of situations Indeed, such guidelines and procedures are, in our opinion, 
best left to each company's management of its own ever-refinlng vislon of "normal oil field 
practice" and no significant purpose is served by maklng them the subject of inflexible 
regulatlons More to the polnt, ~t 1s Hagler Ballly's prel~mlnary oplnlon that these Unlfied 
Regulations are not based upon "lnternatlonal standards" as specified In the New Petroleum Lavy 
but rather are almost wholly a re-edit of prior regulat~ons developed for the prlor Soviet model 
of exhaust~veprocedural speclficatm In both substance and form the Unlfied Regulatlons are 
very prescriptive, I e , they prescribe what should be done In certain situations in great detall 
Normal 011 field operation,however, requires flex~billty in responding to unpredictable sltuatlon 
so that creative solutions can be developed taklng irto account (a) rapidly changing technology, 
and (b) economics Hence,the Ideal re~ulations tend to be objective, I e , goal oriented leaving 
operators to select procedures and technologies to achieve regulatory purpose 

There are four major goals of regulatlons commonb found in the international upstream 011 and 
gas sector They are (a) conservation of natural resources, (b) health and safety, (c) 
environmentalprotection,and (d) data collection The Unified Regulatlons address these areas 
pr~marlly through reference to specific reguhtions such as class~ficatlon of reserves, oil and gas 
safety, subsoil and environmental protectlon, and well suspension and abandonment Hagler 
Bailly has had no opportunity to review hese other specific regulations and cannot comment as 
to whether they conform to international standards 

In summation, it is the opinion of Hagler Bailly that the draft Un~fied Regulatlonsdo not confom 
to the legislative mandate of the New Petroleum Law of Turkrnen~stan to prepare regulations 
conforming to international standards, but ratherare a re-vis~tat~on of the former Soviet model 
of regulation by prescription 

Very truly yours, 

Hagler Badly Consultmg, Inc 

By, Willlam R James 
Senior Resident Advisor 
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To Rashd Redjepov 
From William R James 
Re Suggested Rule-Malung Process 

The following is a suggested rule-malung process The estimated times can either be 
longer or shorter in actual implementation, but they are a current "best guess " The 
Governmental make-up of the Rule-Coordmating Committee was suggested by the 
vmous disciplines specified in the new Petroleum Law as requinng some regulatory in- 
fill The non-Governmental make-up of the Committee seeks participation and 
acceptance of the rule-making process fiom the industry that will be regulated Some 
countries would also include pnvate Interest groups such as env~ronrnental or educational 
groups fiom the communities that could be affected by oil field development, but, at 
some point the growng number of representatives on any committee can become 
unwieldy 

Suggested Rule-Making Process 

Est Tzme 
one week 

A Rule-Coordinating Committee or other Alternative 
I Recommendatzon Establishment of Rule-Coordinating 

Committee with reps from 
Competent Body - Chalr (head of Dept of Control) 
Government of Turkmemstan (one representative from each 

of the following) 
Ministry of Oil & Gas Industry and Natural Resources 
Ministry of Nature 
Ministry of Culture 

Petroleum Industry Currently Operating in Country (one 
representative from each of the followmg) 

Turkmenneft 
Turkmengaz 
Monurnent/Mobil Consortium 
Unocal 
Petronas 

USAID as consultant to GOT will prepare drafts of 
regulations 

I1 Alternatives to Committee 
Staff of the Competent Body 
Staff of the Mimstry of Oil & Gas Industry and Natural 

Resources 
Staff of the Major State Inspection of Turkmenistan 



I3 Identification of all statutory areas requinng regulatory promulgation 
under new Petroleum Law-These rules should be patterned after 

Est Tzme international standards, be goal-onented and not prescnptive 
two weeks Recommendatzon A suggested listing, with potential substantwe 

content, would include 
I Exploration, Development and Production of Oil & Gas 
Resources 

General Rules, Definitions, Applicability, Measurements 
Dnlling, Development, Producing, and Abandonment 

a Includes requirements for dnlling, completion, 
workover, notice requirements, data collection 
needs, conservation, abandonment specifications 

Secondary and Tertiary Recovery Projects 
Pollution Prevention and Control 

a Includes measures for the protection of ground 
waters, surface waters, waste lsposal measures, 
sulfur treatment, as well as an pollution prevention, 
and noise abatement, as well as development and 
implementation of oil-spill contingency plans 

Envlronrnental Protection 
a These would include special environmental 
requirements relatmg to wldlife and fishenes 
protection, identification and protection of historical 
sites and holy sites, and sites of cultural importance, 
development and submission of Environmental 
Protection Plan, reclamation of land utilized for 
petroleum operations 

Public Life, Safety and Health 
a Includes worker training and instruction, H,S 
considerations, facilities specifications, required 
equipment 

Special Off-Shore Rules 
a This would include Platform and Structure 
Requirements, structural placement and 
navigational, and bio-resources protection, 
submanne pipelines and cables 

Licensing procedures 
a This would include methods for application for 
license, registration thereof, determination of 
exploration period, submission and procession of 
request for extension of license, the causes and 
process for tennation,  revocation, andfor 
suspension of license, requirements (including time 
penods) for circulation and comment among the 
vmous GOT agencies of a license or proposed 
contract 



C Setting of pnonties among all sets of required regulations 
Est Tzme I Recommendatron Begin wth  sections 4,5,6, and 7 as shown 
one day above, continue w t h  sections 1,2, and 3, above, finally, end 

with sections 8 and 9, above 

D Consideration of available model options 
Est tzme I Recommendation pick and choose from among the systems of 
two weeks the Umted Kingdom, Indonesia, or the Minerals Management 

Servlce of the United States Other systems could also be 
considered 

E Preparation of each set of rules and consideration of same by 
Est Tzme Committee Recommendatron, follows 
two weeks I USAID consultants draft new rules using model 
for each set wherever possible--edit model and add new 
1 less time matenals to complete for specific Turkmenistan 
if model requirements 
used 
extensively 

Est Tzme 
two weeks 
for each set 
/ less time 
if model 
used 
extensively 

I1 Dlstnbution to Committee members / individual 
consideration and response 

I11 Committee Deliberation, Re-edit of Rules and Re-submission 
Est Tzme 
two weeks 
for each set 
/ less time 
if model 
used 
extensively 



F Presentation to Competent Body for its Consideration and Adoption 
Est Tzme 
6 months 
for entire 
set 


