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EXECUTIVE SUMMARY 

The oil and gas sector in Turkmenistan has yet to adopt modem accounting and reporting 
practices The current accounting practices, essentially an extension of the old Soviet system, 
appear to be used only for the purpose of cost based pricing and tax calculations Management 
and financial reports with the kind detailed necessary to evaluate and control the performance of 
a cost center, a project, or an ent~ty are absent With respect to reporting, there are currently over 
150 reports dealing with various aspects of the oil and gas operations These do not include 
reports prepared by foreign oil companies 

Hagler Bailly has contributed significantly to both the accounting and reporting projects It is 
expected that by the end of September 1998, the PEG will be ready to submit a set of oil and gas 
accounting standards and an outlme of an implementation plan to the Expert Council of the 
Competent Body for approval The work on the reporting project is less advanced, primarily due 
to lack of feedback from the Competent Body regarding their information requirements and their 
role, vis-a-vis the Management Committees established to oversee oil operations of foreign oil 
companies Because of the importance of the accounting and reporting projects to the overall 
legal, regulatory, and institutional reform of the oil and gas sector m Turkmenistan, including as 
a precursor to possible commercialization and restructuring of the State Concerns (Government 
oil companies), continued USAID support of the projects is recommended 

INTRODUCTION 

This report describes USAID'S technical assistance to the Permanent Expert Group's (PEG's), 
established by the Competent Body for the Exploitation of Hydrocarbon Resources, a 
Government agency with primary responsibility for the oil and gas sector in Turkmenistan, in 
developing uniform international standards, principles and methods for accounting and reporting 
for oil and gas operations Ths  technical assistance was provided by Hagler Bailly under USAID 
Contract No CCN-0002-Q-00-3 152, Delivery Order No 17, over a period of six months ending 
September 30, 1998 

In February 1998, the Expert Council of the Competent Body created several PEG's consisting 
of officials from various oil and gas sector agencies and State Concerns to facilitate the 
implementation of the new Petroleum Law The PEG's were charged with developing and 
recommending for approval plans, strategies, and international standard regulations pnmarily for 
the upstream oil and gas sector The projects included the development of (1) The National 
Strategy for the Development of Hydrocarbon Resources, (11) Uniform Rules for the 
Development of Oil and Gas Deposits, (111) The Strategy for Licensing and Reorganization of the 
State Oil and Gas Concerns and Corporations, (iv) Uniform Principles and Methods of 
Accountrng for Oil Operations, (v) Uniform Pmciples (Forms) for Reporting for Oil Operations, 
and (vi) the 1998 Plans for Tendermg, Direct Negotiations, and Licensing of Oil Operations The 
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groups were given from one to seven months to complete these tasks A Hagler Bailly expert was 
nominated to serve on the PEG on Uniform Rules In addition, Hagler Bailly, at the Competent 
Body's request, has been assisting the respective PEG'S in the development of the National 
Strategy and Uniform Principles of Accounting and Reporting for Oil Operations 

The formation of PEG's and the work effort they have undertaken represent an important 
breakthrough in the oil and gas sector reform process that began with the (1) Presidential Decree 
dated July 1, 1996 reorganizing the Ministry of Oil and Gas and creating the 011 and gas State 
Concerns in their current form, (2) adoption of the new Petroleum Law on March 10, 1997, and 
(3) Presidential Decree dated June 6, 1997 forming the "Competent Body for the Exploitation of 
Hydrocarbon Resources" as a Government agency with primary responsibility for the oil and gas 
sector A major thrust of the PEG's planned effort was to develop principles, standards, and 
regulations that meet international standards A second PEG was expected to analyze 
Turkmenistan's oil and gas resource base, its technical and financial constraints, and other 
relevant issues to come up with a National Strategy for the exploitation of the country's 
hydrocarbon resources A third and a fourth PEG were to promote modem accounting and 
reporting practices, respectively, that would allow the State Concerns to better manage their 
resources and to eventually evolve into more viable stand alone entities, and allow the 
Government of Turkmemstan to better manage both the State Concerns and the foreign entities 
operating in the country These goals are consistent with the goals of USAID's Oil and Gas 
Sector Legal, Regulatory, and Institutional Reform Project in Turkmenistan as well as with the 
spirit of the Memorandum of Understanding (MOU) between the Government of Turkmenistan 
and USAID Over the past six months, Hagler Bailly has contributed significantly to the work of 
these PEG's 

PEG'S WORK ON ACCOUNTING 

One of Hagler Bailly's important institutional development activities has been to provide 
technical assistance to the PEG on Accounting and Reporting The objective of the PEG's work 
on accounbng is to develop "Unified Principles and Methodology for Accounting for Oil 
Operations in Turkmenistan" and recommend their adoption to the Expert Council of the 
Competent Body The Petroleum Law and the associated model Production Sharing and Joint 
Venture Agreements (PSA & JVA) call for the use (by State Concerns and foreign oil 
companies) of new international standard accounting principles and methodologies 

Appendix A lists the members of the PEG on the development of "Uniform Principles, 
Methodologies, and Forms for Accounting and Reporting for Petroleum Operations in 
Turkmenistan " Note that in May 1998, the PEG's on Accounting and Reporting were combined 
into a single PEG 
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The current accounting practices in Turkmenistan7 s domestic oil and gas sector are governed by 
the following principal laws and regulations 

F Decree of the Council of Ministers of the USSR (N1072fOctober 22, 1990)' "On Unified 
Norms of Depreciation Rates on the Full Cost of Fixed Assets of the USSR National 
Economy" 

b Regulations on Accounting in Turkmenistan (Presidential Decree No 1659 of January 
25, 1994), 

b Regulations on the Composition of Product Costs (Presidentlal Decree No 1676 of 
March 1, 1994) as amended, and 

b The Law of Turkmenistan on Accounting (December 29, 1996) 

Hagler Bailly experts are in the process of analyzing these and other applicable laws and 
regulations However, it appears that the existing accounting and reporting practices are 
significantly different from the methods used in the West and are geared more towards pricing of 
products and calculat~on of taxes and less towards financial and management reporting There are 
no special regulations that recognize the unique nature of oil and gas exploration and production 
activ~ties The existing practice does not differentiate between the "manufacturing costs" that are 
normally reflected m the value of the inventory and "non - manufacturing costs7' that, according 
to international standards, should be expensed as "period costs " Finally, it appears that the use of 
accounting data to analyze the efficiency and economic performance of individual assets and 
business units is not prevalent and the related concepts are not well understood within the 
organizations 

PEG'S Inlt~al Work Plan On Accountlng 

The following is the Work Plan prepared by the PEG on Accounting It should be noted that the 
PEG has not met the deadlines it had set for itself initially It is expected that the project, as 
contemplated now, will be completed by the end of September 1998 

b Collecting documents, instructions, and methodolog~es currently in use in the 
international practice by May 1, 1998, 

b Comparative analysis of current accounting rules for oil operations in Turkmenistan by 
June 1, 1998, 

b Developing first draft of the accounting standards document by July 15, 1998, and 
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Final draft, after industry review, is to be submitted to the Expert Council for approval by 
August 27, 1998 

Hagler Bailly's Technical Ass~stance On Accounting 

Hagler Badly's Resident Advisor and Project Assistant in Ashgabat have assisted the PEG on 
Accounting since March, 1998 Hagler Bailly experts prepared a framework document and 
offered to dr& the accounting standards for review and comments by other PEG members This 
suggestion was not accepted and the PEG members chose to write the standards themselves Th~s  
process was not very effective even though the PEG members were experienced professionals 
and demonstrated satisfactory understanding of the accounting principles 

To date, Hagler Bailly expert has accomplished the following 

Presented a workshop on oil and gas accounting 

Collected accountrng standards, instructions, and methodologies currently in use in 
international practice and provided copies to the PEG members These included 

International Account~ng Standards (IAS), 
Copies of (1) 1998 Miller GAAP Guide, "Restatement and Analysis of Current 
Promulgated GAAP," (2) "Accounting Standards" adopted by Kazakhstan's National 
Accounting Commission (in English and Russian), and (3) English version of the 
Letter No 4/122 of January 21, 1997 of the National Accounting Commission of the 
Republic of Kazakhstan, "Concerning the Procedure for Transition to the General 
Charts of Account for Finance-Business Activity of Entities" and attachments (1) 

Supplement to the Letter and (11) Instruction Concerning the Application of the 
General Chart of Accounts for Finance-Business Activities of Entities 
Annual Reports, 10K Reports, and other information published for shareholders by 
international oil companies 

+ Prepared a detailed Work Plan for the project (Appendix B) 

Developed a draft framework describing (1) the objective of preparing financial statements 
on the basis of IAS, (2) the purpose of financial statements, (3) the main principles of IAS, 
(4) the organizations, divisions, and subsidiaries that will be required to adopt to the new 
Accounting Pnnciples, (5) the legal basis for adopting the new standards, and (6) other 
topics, issues or questions that will facilitate a general understanding of the new Accounting 
Principles that will be developed (Appendix C) 

Hagler Bailly 



DEVELOPING UNIFORM PRINCIPLES METHODOLOGIES 4ND FORMS FOR ACCOUNTING AND REPORTING' 5 

Identified and prepared a list of the specific Accounting Principles that will have to be 
developed and implemented to enable the relevant enterprises to prepare financial statements 
in accordance wth  IAS (Appendix C) 

Through participation in PEG committee meetings, promoted a greater understanding of 
relevant IASYs and US GAAP 011 and Gas Accounting Pr~nciples In addition, the 
USATDHagler Ballly expert has drafted Oil and Gas Accounting Policy Statements for (1) 
Acquisition of Mineral fights, (2) Exploration Costs, and (3) Development Costs to better 
illustrate the relevant accounting principles and to prov~de examples of policies and 
procedures that the State Concerns will need to develop to successfully implement 
international standards (Appendicees D, E, and F) 

Reviewed and commented on the Accounting Standards drafted by various PEG members 
(Appendix G) These were 

AP-4 Balance Sheet and Main Financial Statement Disclosures 
AP-7 Revenue 
AP-8 Long Term Assets 
AP-5 Cash Flow Statement 
AP-10 Fore~gn Currency Transactions 

Discussed the decree on "Composition of Products Costs" with the PEG and prepared 
memorandum on reclassifications of "Products Costs" according to IAS (Appendix H) 

Prepared a Table of Definitions of Terms used in Accounting Standards for communicating 
common accounting concepts (Appendix I) 

Developed a draft of a proposed account coding structure and new Chart of Accounts based 
on IAS and distributed to the PEG for review and comments (Appendix J) 

Developed model financial statements for preparation of Turkrnengas Enterprise operating 
results based on IAS (Appendix K) 

Prepared a memorandum with comments and proposal on how the "Kazakhstan Accounting 
Standards" could be used as the basis for developing Oil & Gas Accounting Standards for 
Turkmenistan (Appendix L) 

Future Work Plan For Accountlng 

As mentioned before, the PEG'S for Accountlng and Reporting were merged into one under the 
leadershp of Mr Tachnazarov, Chaman of the Turkmengas State Concern Mr Tachnazarov 
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felt that Kazakhstan Accounting Standards form a good basis for developing accounting 
standards for Turkmemstan He asked the PEG members to provide their comments on the 
Kazakhstan Standards The comments will be discussed and then incorporated in the new 
standards with the help of Hagler Bailly experts This change in strategy is expected to speed up 
the process of developing accounting standards for Turkmenistan 

The Hagler Bailly work plan for the remander of the project is as follows The timing of 
completion of the project is dependent on availability of resources 

Promote a general and lndustry specific understanding of the US GAAP and IAS by 
addressing issues and questions raised by PEG This work 1s continuing 

Prepare a complete set of oil and gas accounting standards for Turkmenistan by combining 
USGAAP and IAS, as appropriate, to develop a set of standards as provided for in the law 
and the terms of the model production sharing contracts 

Assist Turkmengas in prepamg group consolidating financ~al statements and restating 1997 
operating results based on IAS 

Determ~ne the position of the Tax Department with regard to 011 and gas taxation, if any, and 
consider "fixing" certain fiscal terms relating to depreciation of fixed assets, methods of 
capitalizing and arnortlzing exploration and development costs, and certain revenue and 
expense definitions in the Oil & Gas Accounting Standards This would enable the fiscal 
terms to be applied uniformly to all petroleum operators (not only to production sharing 
contractors) 

Promote the need for computerized accounting systems within Turkmengas and 
Turkmenneft Personal computer based general ledgers will be needed to generate the cost 
details and expense summanes and cost distributions/allocations needed to generate financial 
statements and disclosures based on IAS on a timely basis 

Assist in the preparation of an outline of an Implementat~on Plan by ~denfifying the steps that 
are recommended to assure successful implementation of the Accounting Principles 
throughout the oil and gas sector 

Assist in incorporatmg Industry comments and in preparation of the final draft of the 
Turkmenistan Oil & Gas Accounting Standards 
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PEG'S WORK ON REPORTING 

The objective with respect to the Reporting Project was the development of Uniform Principles 
(Forms) for Reporting for Oil Operations by the State Concerns and the foreign oil companies 
operating in Turkmenistan The Competent Body, in ~ t s  role as the prlmary Government agency 
responsible for the development of hydrocarbon resources, needs the above entities to report on 
their operations m a uniform and consistent manner so that the information could be better 
understood and easily consolidated It should be noted that, currently, there are over 150 reports 
of various kinds that are prepared in the oil and gas sector Many of these reports are submitted 
to the Government agency responsible for compiling natlonal statistics Others are submitted to 
the Ministry of Oil and Gas Industry and Natural Resources, whose responsibility is to analyze 
and consolidate the information for further dissemination St111 others are used for tax reporting 
purposes 

PEG'S Initial Work Plan For Reporting 

The following is the Work Plan prepared by the PEG on Reporting It should be noted that the 
PEG has not met the deadlines it had set for itself initially It is expected now that the project will 
continue beyond September 1998 

Study statistics and financial reporting principles (forms) used by foreign companies and 
Government structure of oil and gas sector (State Concerns "Turkmenneft," "Turkmengas," 
"Turkmengeology," and "Turkrnenneftegas ") by April 1, 1998, 

By April 15, 1998, identify a list of Unlfied Reporting Principles (Forms) for the following 
types of activ~ties 

Reserves for each field 
Seismic Exploration 
Exploration Drilling 
Produchon Drilling 
Exploitation of Wells 
Transportation 
Refimng, 

Identification of main indicators and development of first draft document by May 5, 1998, 
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+ Circulation of draft document for comment to interested ministries, agencies, and heads of 
PEG and preparation and submission of final draft document to the Expert Council for 
approval by May 30, 1998 

Hagler Ballly's Technical Assistance On Report~ng 

Hagler Bailly's Resident Advlsor and Project Asslstant in Ashgabat have assisted the PEG on 
Reporting since March 1998 It is anticipated that USAID would continue to support this project, 
as needed 

To date, Hagler Bailly experts have accomplished the following 

+ Prepared a detailed "Work Plan for Development of Uniform Principles and Forms for 
Reporting Petroleum Operations in Turkmenistan" (Appendix M) 

+ Prepared a framework for Uniform Reporbng Principles and identifying contractual/statutory 
reporting requirements for the foreign companies These will be used to explore the reporting 
relationships between the Management Committee and the Competent Body and the 
information requirements of the two bodies (Appendix N) 

+ Reviewed existlng reports prepared by various entities operating in the oil and gas sector 
including foreign oil companies This work is currently continuing Roughly 50% of the 
reports have been translated into English Most of the reports were found to be too detailed 
and short term oriented and lacked information as to the performance of oil and gas entities 
with respect to budgets and plans 

+ Prepared a scheme (including draft forms) for reporting financial information by foreign oil 
companies working under PSA (Appendix 0 )  These forms were formally presented to the 
PEG along with an explanation of the fiscal terms in PSA 

+ Prepared a "List of Technical Reports Normally Prepared for Upstream Oil and Gas 
Operations" for discussion with the Competent Body (Appendix P) 

Future Work Plan For Report~ng 

In cornpanson with PEG'S progress on accountmg, the work on reporting has not progressed 
well The PEG felt that it was necessary to complete the work on accounting first, since most of 
the report were to be based on accounting data Secondly, the Competent Body, being a relatively 
young organization staffed with inexperienced personnel, was not willing or able to define ~ t s  
information needs The respective roles of the Competent Body and the Management Committee 
m managing the operations of the foreign oil companies under PSA's are also not clear 

Hagler Ballly 



DEVELOPING UNIFORM PRINCIPLES METHODOLOGIES AND FORMS FOR ACCOWTING AND REPORTING, 9 

The Hagler Bailly work plan for the remainder of the project is as follows The timing of 
completion of the project is dependent on availability of resources 

Assist the PEG in defimng the roles of the Management Committee and the Competent Body 
with regard to overseeing, controlling, and managing the State's interest in petroleum 
operations performed by domestic and foreign enterprises 

Assist in the analysis of techmcal, statistical, and financial reports currently prepared by the 
five main state enterprises of Turkmenistan and filed with various ministries and agencies, to 
identify information and data that is essenhal and should be included in the Uniform 
Reporting Principles and Forms 

Assist PEG in identifying technical, statistical, production and financial information to be 
included in reports for upstream petroleum operations (geological, geophysical, exploration 
drilling, development, and production) and downstream operations (pipeline, transportation, 
and refining) 

Assist in developing reporting forms and instructions for preparation of the reports required 
by the Competent Body, Management Committee, and other authorities 

LESSONS LEARNED 

Hagler Bailly's technical assistance in the area of accounting and reporting could be made more 
effective by providing a long term consultant to work on this project A request to this effect has 
been received from the Competent Body It is difficult for short term advisors to establish rapport 
and trust with the counterparts on infrequent short term visits Without such rapport and trust, it 
is difficult to obtain information, learn existing systems, enter into sustained dialog with the 
counterparts, provide direction, and promote change The lack of continuity also results in 
inefficiencies 

CONCLUSIONS 

The techmcal assistance in developing international standard accounting principles and 
methodologies for the oil and gas sector is critically important for USAID'S Legal, Regulatory, 
and Institutional Reform Project in Turkmemstan A modern accounting and reporting system, 
when eventually unplemented, can allow the management of the State Concerns to (a) 
understand thew operations better, (b) identify and eliminate inefficiencies, (c) institute 
meaningful budgetary and financial discipline, and thus, (d) manage then resources better It is a 
necessary first step in any commercialization and restructuring of the State Concerns and m 
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becoming a viable stand-alone entities capable of competing with foreign oil companies on equal 
footlng Continued USAID support of this project is recommended 
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OF THE UNIFORM PRINCIPLES, METHODOLOGIES 
AND FORMS FOR ACCOUNTING AND REPORTING 
FOR PETROLEUM OPERATIONS IN TURKMENISTAN 

NAME ORGANIZATION TITLE 

1 Tachnazarov, State Concern "TurkrnenGas" 
Guichnazar 

2 Borjakov A State Fund of Oil and Gas Industry Executive Director 
and Mineral Resources 

3 Bekiev Chary Competent Body for the Use of Negotiation Department 
Hydrocarbon Resources at the President of 
Turkmenistan 

4 Oganesyan Marina Ministry of Oil and Gas and 
M~neral Resources 

Head of the Summary 
Econom~c Analysls and 
Reporting Department 

5 Abayev Meret State Fund of Development of 011 and Gas Head of the Analysts and 
Industry and Mmeral Resources of External Economic 
Turkmenistan Relations Department 

6 Gordienko National Statistics and Prognosis Institute Deputy Head 
Ludmila "TurkmenStatPrognoz" 

7 Zakharova Olga State Concern "TurkmenGas' Chief Accountant 

8 Kulyavtseva Ministry of 011  and Gas and Mtneral Ch~ef Accountant 
Galina Resources 

9 Lapyg~na Lldla State Concern "TurkmenNeft" 

10 Lukyanenko Olga Ministry of Economics and Finance 

1 1 Niyazova Aigul Ministry of Oil and Gas and Mineral 
Resources 

Chef Accountant 

Deputy Head of Industry 
Department 

Deputy Head of the 
Department of External 
Economtc Relations 

Hagler Badly 

i$ 



WORK PLAN 
FOR DEVELOPMENT OF UNIFORM ACCOUNTING PRINCIPLES 

FOR OIL AND GAS OPERATIONS 
IN TURKMENISTAN 

Hagler Bailly 
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WORK PLAN 
FOR DEVELOPMENT 

OF UNIFORM ACCOUNTING PRINCIPLES 
FOR OIL AND GAS OPERATIONS 

IN TURKMENISTAN 

Develop a general understanding of International Accounttng Standards (IAS) and a specifi 
understanding of U S Generally Accepted Accounting Principles (USGAAP) applicable to 
the oil and gas Industry 

Review the activities, assets, current chart of accounts, and the latest annual financial 
statements of Turkmenneft and Turkrnengas to determme wh~ch Accoutung Standards need 
to be adopted into Turkmenistan Accounting Principles 

Study the relevant general IAS s and specific USGAAP applicable to the 011 and gas 
industry as needed to determine the major issues and changeslhat will have to be addressed 
Are the required changes, such as financial consolidations of all subsidiaries and full 
disclosure acceptable and possible to implement at thls time? 

Develop a framework describing 1) the objective of preparing financial statements on the 
basis of IAS, 2) the purpose of financialstatements, 3) the main principles of IAS, 4) the 
organizations,dlvislons, and subsidiariesthat will be required to adopt to the new Accountirg 
Principles, 5) the legal basis for adopting the new standards, 6) other topics, Issues or 
questions that will faalttate a general understanding of the new Accounting Principles that 
will be developed 

Identify and prepare a list of the specific Accounting Principles that will have to be develop$ 
and implemented to enable the relevant enterprises to prepare financial statements in 
accordance with IAS 

Perform a detailed study of the relevant IAS's and USGAAP and draft the necessary 
Accounting Principles 

Identlfy the lowest level of detall accounting information needed to 1) meet statutory (and 
management9)tax and s ta t~s t i~ l  reporting requirements in Turkmenistan, and 2) to prepare 
financial statements and reports according to IAS 

Develop a new Chart of Accounts and account codlng structure 

Prepare an outllne of an ImplementationPlan by identifyinghe steps that are recommended 
to assure successful implementation of the Accounting Principles throughout the 
organizations of Turkmenneft and Turkmengas 
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INTRODUCTION 

By a decis~on of the Board of Directors (or the Expert Committee?) of the 
Competent Body, as of (date?), a "Permanent Expert Group for the 
Development of Unified Principles of Accounting for Oil and Gas Operations In 
Turkmenistan" ("Expert Group") was established for the purpose of develop~ng 
Uniform Accounting and Financial Reporting Principles for Turkmenneft and 
Turkmengas 

OBJECTIVE 

The objective of this project is to establish Uniform Accounting and Financial 
Reporting Principles which w11l enable the Oil and Gas Exploration and 
Production Companies of Turkmenistan to prepare and publish financial 
statements in accordance with International Accounting Standards 

(Explain or state the reason for considering adopting International Accounting 
and Reporting Standards for Turkmenneft and Turkmengas) 

ACCOUNTING STANDARDS BOARD 

When the Accounting Principles proposed and set forth In this document are 
implemented and become the legal basis for the relevant companies to perform 
accounting and financial report~ng In Turkmenistan, it is recommended that an 
Accounting Standards Board or Commission be established with the author~ty to 
expand upon the Accounting Principles proposed herein, and to eventually 
develop a set of broad Accounting Standards to be available for use by all 
Industries and public enterprises in Turkmenistan Development of International 
Account~ng Standards 1s a continuing process, w~th modified and new standards 
pronounced and implemented from time to tlme At a minimum, any Accounting 
Principles implemented for the purpose of maintaining accounting and financ~al 
reporting in accordance w~th IAS, should be reviewed on an ongolng basis and 
updated at least annually, if required by changes in the standards 

The establishment of an Accounting Standards Board of the Republic of 
Turkmenistan, would enable the Accounting Principles initially adopted to be 
updated as needed to continue to meet International Accounting Standards It is 
envisaged that the Accounting Standards Board would consist of qualified 
accountants and other participants from the petroleum sector and other industries, 
the accounting profession, academia, the ministry of oil and gas, the competent 
body, the ministry of finance, tax office, auditors and others with an interest m 
preparing or understanding financial statements 
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ORGANIZATION 

(This section should provide a brief description of the corporate 
structures/organizations, and the main business activities of Turkmenneft and 
Turkmengas Additionally, attach an Exhibit C to show the corporate 
structure/organizat~on charts of the two entities, if available, and/or list all 
subsidiaries and affiliated entities that are included In the reporting structures 
If the companies are or will be grouped into separate operating entities, such as 
Exploration, Production, Drilling Services, Transport, etc , it would be helpful to 
link the current list of subsidiaries to the appropriate operating ent~ties) 

PURPOSE OF FINANCIAL STATEMENTS 

The objective of financial statements is to provide information about the 
financial position, performance, and changes in financial position of an enterprise 
that is useful in making business and economic decisions Specifically, such 
information is used to measure the performance of the company, prepare budgets 
and operating plans, to project future cash flow, and to meet financial obligations 
Financial statements and other d~sclosures are a pre-requisite for listing company 
share issues on most stock exchanges Additionally, financia1 information may be 
required by bankers, creditors, and other lenders and investors 

INTERNATIONAL ACCOUNTING STANDARDS 

The Turkmenistan Oil and Gas Accounting Principals which have been developed 
by the Expert Group and included in the attached Exhibit A, are based on the 
International Accounting Standards (IAS) extant at 1 January 1997, as issued by 
the International Accounting Standards Committee In the areas of upstream oil 
and gas accounting, were specific Accounting Standards have not been yet been 
formulated by the IAS, the Accounting Standards adopted herein have been 
based on the United States Generally Accepted Accounting Principles 
(USGAAP), with only one noted exception While the USGAAP Successful 
Efforts Cost Accounting Method requires all Geological & Geophysical (G & G) 
expenditures to be expensed in the period incurred, the Oil and Gas Account~ng 
Principles of Turkmenistan allows G & G costs to be capitalized to unproved or 
proved lease costs as appropriate 

Hagler Bailly 



FRAMEWORK FOR THE PEG ON DEVELOPMENT OF PRINCIPLES FOR ACCOUNTING C-5 

MAIN PRINCIPLES OF ACCOUNTING 

The following are the main accounting concepts upon which the Turkmenistan Oil 
and Gas Accounting Principles are based 

Matching of Revenue and Expenses - revenue and the related costs should 
be recorded in the same reporting period 

Period Costs - costs not directly related to production should be 
expensed in the period incurred and not be allocated to production 
and inventories 

Continu~ty - the entity is an on going concern 
Objectivity - items are only recorded on the books when the value of the 

transaction can be reasonably determined 
Conservatism - losses are provided for In advance whlle gains are not 
Inflation - all entries are recorded based on historical costs with no 

adjustments made for inflation 
Materiality - information is material if its omission or misstatement 

could influence the economic decisions taken by the user on the basis 
of the financial statements 

Consistency - to be useful the financial statements should be comparable 
from one period to another Any changes in accounting policies, and 
the effects of such changes, should be disclosed in notes to the 
financial statements and 

ACCOUNTING POLICIES, PROCEDURES, AND DISCLOSURE 

The accounting principles, bases, conventions and rules which are adopted by an 
enterprise in recording financial transactions and preparing financial statements 
are called Accounting Policies The detail procedures describing the accounting 
methods and work processes are called Accounting Procedures 

Certain Accounting Standards allow alternative methods of recording and 
presenting transactions For the financial statements to become meaningful to the 
reader, the Accounting Standards used in preparing the statements must be 
disclosed In notes to the statements The Accounting Standards which allow 
alternative ways of recording business transactions, assets, equity, liabilities and 
operating income, are the basis for the formation of Accounting Policies When 
Accounting Standards allow alternative methods, the Accounting Policies 
adopted by the company must be disclosed in notes to the annual financial 
statements 

Additionally, when a change in Accounting Policy is undertaken and it has a 
significant impact on the result of the current reporting per~od, the enterprise must 
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FRAMEWORK FOR THE PEG ON DEVELOPMENT OF PRINCIPLES FOR ACCOUNTING + C-6 

make full disclosure of the reason for the change and show the amount of 
adjustments included in the financial statements 

The Ch~ef Executive Officer of a company is responsible for the formulation of 
Accounting Polices Based on the Accounting Standards adopted with the 
assistance from the Chief Accountants, spec~fic accounting Policies and 
Procedures are developed for the purpose of providing uniform and consistent 
reporting and compliance throughout the organization 

MAJOR ISSUES AND CHANGES REQUIRED 

The current Accounting Policies in Turkmenistan are based on the Soviet style 
pr~nc~ples, methods, conventions and rules The introduction of International 
Accounting Standards will require some significant changes in Accounting 
Pollcies The major changes effecting the Accounting Policies will be 

Valuation of Inventories - The Soviet accounting system require period costs 
such as general and administrative, selling, and financial expenses to be 
included into the cost of production, and as a result in the cost of 
inventories IAS require such costs to be charged to expense in the period 
incurred 

Fixed AssetslLow Value Items - IAS requlre all assets, including tangible and 
intangible assets, having a useful life of more than one year to be 
capitalized and amortized over the expected useful life of the asset 

Consolidations - IAS requlre the preparation and presentation of consolidated 
financial statements The operating results and balance sheets of 50% or 
more owned subsidiaries must be fully consolidated Subsidiaries owned 
20% to 50% generally must be Included in the consolidations using the 
Equ~ty Accounting method 

Use of Profits - The concept of use of profits must be eliminated for the 
purposes of financial reporting according to IAS 

CHART OF ACCOUNTS 

A new Chart of Accounts (Attached Exhibit B) has been developed for the 
purpose of providing an account structure that will enable Turkmenneft and 
Turkmengas to prepare financial statements meeting International Standards 
whlle cont~nuing to maintain the accounts needed to meet Turkmenistan statutory 
reporting requirements 

Conversion to the new Chart of Accounts wlll require a detailed analysls to be 
prepared for certain Balance Sheet accounts The purpose of the analysis wlll be to 
reclassify the old balances into the new account categories and to prepare journal 

Hagler Bailly 



FRAMEWORK FOR THE PEG ON DEVELOPMENT OF PRINCIPLES FOR ACCOUNTING C-7 

entries to close out the old accounts and establish the new accounts It is 
recommended that the actual conversion of account balances take place at the end 
of a fiscal year 

IMPLEMENTATION ISSUES 

The following is a brief summary of implementing and resource requirements that 
should be considered when developing the implementation plan 

Computenzed Accounting - Several PC based software packages are available 
that will generate accounting records and financial reports based on IAS 
Some of these packages are in the Russian language and some are custom 
designed for oil and gas operations 

Management Reporting - For an organization the size of either Turkmengas or 
Turkmenneft, it is not practical to develop an adequate management and 
financial reporting system, without utilization of a computerized financial 
reporting system 

Accounting Pollcy and Procedure Manual - In addition to the Accounting 
Principles and revised Chart of Accounts already developed for use by 
Turkmenistan oil and gas companies, additional Accounting Policies and 
Procedures may be needed in certain areas to communicate and provide 
detailed instructions of the new policles and work procedures These 
Policies and Procedures are intended to provide for uniform and consistent 
application of the Accounting Standards throughout the organization 

Tra~mg - In addition to various levels of training of staff and management 
responsible for accounting and preparation of financial statements, training 
of directors and officials with a need to understand the new financial 
statements should be offered 

Conversion Manual - Describe the overall conversion process and prepare a 
detailed conversion plan listing all the steps required to convert to the 
expanded Chart of Accounts and begin preparing the new financial 
statements 

Project Team - Identify all staff that will be involved in the implementation 
process and assign and delegate responsibilities as appropriate 

Hagler Bailly 



FRAMEWORK FOR THE PEG ON DEVELOPMENT OF PRINCIPLES FOR ACCOUNTING b C-8 

EXHIBIT A 

Turkme~stan 011 and Gas Accounting Princ~ples 

INDEX 

Accounting Policy and Its Disclosure 

Balance Sheet 

Statement of Operations 

Cash Flows Statements 

Oil & Gas Supplementary Reporting and Disclosure 

Acquls~tion of Mineral Rights 

Exploration Costs 

Development Costs 

Oil & Gas Production Costs 

Revenue 

Construction Contracts 

Fixed Assets 

Depreciation, Depletion & Amortization 

AP 14 Inventories 

AP 15 Foreign Currency Transactions 

AP 16 Income Taxes 

AP 1 7 Joint Ventures (Financial Reporting) 

AP 18 Financing & Capitalized Interest Costs 
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AP 19 Related Party Disclosures 

AP 20 Consolidated Financial Statements 

AP 21 Equity Interest Accounting 

AP 22 F~nancial Investments 

AP 23 Interim Financial Reporting 

AP 24 Appropriation For Expenditure (AFE) and Reporting 
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ACQUISITION OF MINERAL RIGHTS 
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First draft 4/22/98 

ACCOUNTING POLICY 6 

ACQUISITION OF MINERAL RIGHTS 

A. Objective and Scope 

The cost of acquiring undeveloped mineral leases and concessions ("Properttes") and the subsequent 
amortization, transfer or abandonment of acreage, will be accounted for by the successful efforts 
accounting method in accordance with FAS 19, Financial Accounting and Reporting by Oil and Gas 
Producing Companies, with the exception of Geologtcal and Geophysical (G&G) cost Instead of 
expensing all G & G costs in the period incurred as required by FAS 19, Turkmenistan 011 and gas 
accounting policy (as well as International Accounting Standards) allow certain G & G costs related to 
successful dtscoveries of oil and gas to be capitallzed and amortized 

The objective of this Procedure is to define the accounting treatment of expenditures incurred in the 
acquisition of, or the sale of, a working interest or royalty tnterest in the mineral rights of a mtneral 
lease or concession 

Carrying costs of maintaining exploration and mtneral rights (including prepaid lease rentals and 
minimum royalty payments) are normally charged d~rectly to expense (see by AP 7 Exploration 
Costs) 

B Accountlug Respons~b~llty 
For now, this section could identtfy the position or department that would be responsible for 
compliance wlth this Policy when it is implemented 

Acqu~szt~on Costs include lease bonuses, lease opttons & extensions, brokers fees, legal costs, and 
other costs incurred m acquiring minerals rlghts tn properties Also tncludes the cost of buytng Into a 
venture already in operation 

Mzneral Rrghts is the ownership of an working or royalty interest in minerals in place 

Propertzes means the separate mineral interests owned in leases, concessions, production sharing 
contracts, or parcels of land regarded as separate economic interests 

FAS 19 is the Financtal Accounting Standard Number 19 issued by the United States 
Financial Accounting Standards Board 
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D Accounhng Procedure 

Initial Accounting Treatment 

Initially capitalize all expenditures incurred for the acquis~tion of Mineral Rights to the Unproved 
Property account These costs should be accumulated by Property or allocated on an acreage basis to 
properties acqulred 

Periodically assess the Unproved Property account to determine if property has been ~mpa~red, 
abandoned, or partly surrendered, or whether oil and gas has been discovered 

If the Unproved Property is partly abandoned or partly surrendered, charge the appropriate amount, 
based on acreage cost allocation, to the Impalrment Allowance account 

Surrender or Abandonment 

When unproved property IS surrendered or abandoned, the capitalized acquisition costs 
should be charged against the related Impalrment Allowance If the allowance account 1s madequate, 
the excess amount should be charged to the Surrendered Lease Expense account 

Commercial Discovery 
If oil or gas has been discovered, transfer the capitallzed costs from the Unproved 
Property to the Proved Property account 

Add the amount of capltallzed costs transferred to Proved Property to the Amortization Base of the 
producing property 

E Estimation of Impairment Allowance 

Estimation of impairment is difficult and subjective but the answers to the following questions may 
help to determine whether a property has been impalred 1) Has negatlve G & G ~nformatlon been 
received? 2) Have any dry holes been drilled In the area? 3) What 1s the expiration date of the lease or 
concession? 4) Is addltlonal work planned? 

F Sale of M~neral R~ghts in Unproved Properties 

Accounting treatment will depend on whether any nghts are retained in the Property sold 

1 If no interest is retained m the Property, any difference between the sales pnce and 
capitalized cost should be recogmzed as a Gan or Loss 
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2 If a worhng or royalty interest is retained, the sales price should be treated as a 
recovery of cost for that Property and credited to the Unproved Property Account If the sales 
pnce exceed the capitalized cost of the Property, a gain shall be recognized on the excess 
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First Draft 5/1/98 

ACCOUNTING POLICY 7 

EXPLORATION COSTS 

The objective of this Policy is to define the accounting treatment of expenditures Incurred In identifying, 
examining and exploring leases and concessions ("Properties") that may contain oil reserves 

The principal issue in accounting for exploration costs is the tuning of expensing unsuccessful exploration 
efforts and of capitallzing successful exploration efforts 

This Policy shall be applied to exploration expenditures incurred both before and after the acquisition of a 
Property 

Exploratlon Costs will be accounted for by the successful efforts accounting method in accordance with FAS 
19, Financial Accounting and Reporting by Oil and Gas Producing Companies, with the exception of 
Geological and Geophysical (G&G) Project costs Instead of expensing all G & G Project costs in the period 
incurred as requlred by FAS 19, certain G & G costs related to successful discoveries of oil and gas are 
capitalized and amortized 

Exploratlon costs - costs incurred in exploring property Exploration involves identifying areas that may 
have oil and gas reserves and all activities related to the search for such reserves, including drilling exploratory 
wells 

Geological and Geophysical costs ("G & G") 

G & G Projects Topographical, geological, geophysical studies, and surface access rights Includes 
depreciation and operating cost of support equipment used for the project, salaries and expenses of 
geologists and geophysical crews conducting the studies, and other direct costs and support services 

Accounting Treatment of G & G Projects 

Project costs are accumulated by project and expenditure type and initially charged to the Construction 
in Progress (CIP) account until the project is completed 
When the project 1s completed, projects related to determining well location are cleared from the CIP 
account and charged to the respective Well cost account 
Projects relatlng to Exploration work wlll be cleared from the CIP account and charged to the 
Unproved Property account 
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Projects completed on properties under development or production will be cleared from CIP account 
and charged to the Proved Properties account 
Balances transferred to the Proved Properties account should be added to the Amortization balance 

G & G Operating Expense The costs of geolog~cal and geophysical staff, and office services and 
overhead not dlrectly chargeable to G & G projects, shall be charged to Exploratlon Operatmg 
Expense m the period incurred 

Property Carrylng Costs 

Property canylng costs are costs Incurred m maintammg, securing and retalnlng undeveloped m~neral 
properties, leases and concessions, mclud~ng rentals and property taxes 

Accounting Treatment of Property Canylng Costs 

All expenditures defined as Property Canymg Costs shall be charged to Exploration Operating 
Expense account m the period lncurred ~ncurred 

D Exploratlon Dr~lling Costs 

Exploratory Wells The cost of drilling and equipping exploratory wells drllled to find a new 
reservolr In a new or proved field, or to extend a known reservolr 

Stratigraphic Test Wells The cost of dr~lling exploratory-type test wells to obtaln geological 
information 

Account~ng for Exploration Drill~ng 
Well costs shall be accumulated by well and and expenditure type and initially charged to the 
Construct~on m Progress (CIP) - Uncompleted Wells, Equ~pment & Facilities account 
If the well has not found proved reserves, the cost of dr~l l~ng the well, net of any salvage value, shall 
be cleared from the CIP account and charged to the Exploration Expense account 

If the well IS a successful discovery, the costs of drill~ng the well shall be transferred from CIP - 
Uncompleted Wells, Equipment & Facilities account to the Completed Wells, Equipment & Facilities 
account 

Add the cost of the completed well to the appropriate Amortization Base 

E Support Servaes, Equ~pment and Faci l~t~es 

1 General office, field and warehouse staff and related overhead costs related to exploration activities, and 
not allocable to a specific G & G or Well projects, should be charged to Exploration Operating Expense 
when Incurred or allocated 



2 Operating costs and depreciation of support equipment and facihtles, such as selsmlc, drillmg, 
construction, vehicles should be distributed directly or allocated to G & G Projects and Wells drilled based 
on useage 
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ACCOUNTING POLICY 8 

DEVELOPMENT COSTS 
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ACCOUNTING POLICY 8 r F-2 

F~rst Draft 5/1/98 

ACCOUNTING POLICY 8 

DEVELOPMENT COSTS 

A Objective and Scope 

The objective of thls Policy is to define the accounting treatment of expenditures incurred in 
preparing proved reserves for production, including costs to obtan access to proved reserves 
and to provide facilities for extracting, treating, gathemg, and storing oil and gas 

Development costs w11 be accounted for by the successful efforts accounting method in 
accordance with FAS 19, Financial Accounting and Reporting by Oil and Gas Producing 
Compmes 

Development Costs are costs incurred to dnll and equip development wells, stratigraphic test 
and service wells, whether the wells are successful or unsuccessful Includes all costs of 
purchasing and constructing equipment and facilities for extracting, treating, gathering, and 
stonng oil and gas Also includes direct and/or allocated depreciation and expenses of 
operating support equipment and facilities used for development activities To the extent that 
debt financing is used to pay for development expenditures, the carrying cost of such 
financing is included in development costs and capitalized when the project is completed 

Development Well is a well drilled within the proved area of an oil or gas reservoir to the 
depth of a stratigraphic honzon known to be productive 

C Accounting Procedure 

Incur development costs 

Record all expenditures to the Work in Progress (WIP) account as Uncompleted Wells, 
Equipment & Facilities Classify costs by project expenditure type and Property until the 
work is completed 

Work completed and proved oil or gas reserves have been assigned 
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Capitalize the project development costs by transfemng the amounts accumulated in the WIP 
account to the Completed Wells, Equipment & Facilities account 

Add the capitalized project amount to the Amortization Base 

Account~ng of workover costs 

I Same zone workovers for the purpose of stimulating an existlng zone to increase or 
continue production, should be charged to Operating Expense 

2 New zone workovers for the purpose of perforating and stimulating a zone that has not 
previously been producing, should be classified as exploratory or development based on 
the same cntena which determines the classification of a new well New zone workovers 
will be capitalized if successful and expensed if unsuccessful 
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COMMENTS ON ACCOUNTING STANDARDS 
DRAFTED BY PEG MEMBERS 

Hagler Badly 



COMMENTS ON ACCOUNTING STANDARDS 
DRAFTED BY PEG MEMBERS 

I AP 4 Balance Sheet and Main Financ~al Statement Disclosures 

1 Objective and Scope 

"Financial reporting aims---" under item 1, and "The objecttve of financial statements---"der item 
3 could be combined under item 1, and item 3 could be deleted 

In addltion to providing information to "potential investors andcredltors", an equally important "alni' 
is to provide management informatlon relevant to decision making 

Item 2) To the list of "Short-term liabilrties---",PEG may want to addccrued payables and other 
llabil~ties 

Item 3) To the list of "Long - term liabilities---",PEG may want to ad loans (long term portion 
of loans not due for 12 months) 

3 Equity 

Income Statement For oil & gas exploration and production companies, the list of items to be 
disclosed (item 1) would better read as follows 

OPERATING PROFIT 

-Sales and other operating revenues 
-Cost of sales and operating costs 
-Exploration costs (seismic, G&G, & dry holes) 
-Depletion, Depreciation, and Amort~zation 
-Impairment of oil and gas properties 
-General & Administrative costs 

OTHER PROFITl(L0SS) 

+Interest income 
-Interest expense 
+Income from investments 
-Extraordinary chargeslcredlts (itemized by category if amounts are significant) 
-Taxes On Income 
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NET INCOMEl(L0SS) FOR THE PERIOD 

I1 AP7 Revenue 

1 The reference to "assets", "liabilities", and "equity ' m the lntroduction 1s probably not 
necessary and may cloud the main objectives Strictly, ~t is not correct here the make the statementthat 
Revenues result In increased equity Only profitable transactions, or accounting periods, will 
increase equity 

2 The lntroduction could be simplified as proposed below 

Objective and Scope 

The objective of this Revenue Sectlon is to define the accounting treatment of revenue 
arising from the ordlnay operating actlvlties of the entlty Revenue 1s derived from a varlety of 
sources including sales, services, royalties, dividends and interestThis Section does not deal wlh 
income arising from the sale or exchange of assets 

Under Item 2, I would eitherdelete or change the wordingGwhen those inflows result In increase 
m equity, other than lncreases relatlng to contr~butions of equity partic~pants " Agaln reference 
to lncreases in equity here is not entirely correct Also, I am not sure why they want to make 
reference to contributions of equ~typartner in the context of revenue, it does not seem relevant 
to the AP If they wlsh to change the sentence it would better read as follows --- , when those 
inflows result in an increase In assets orreduction m liab~llties 

It would appear that definltlon of Falr Value (RealizableValue) should be a separate item and 
not part of the definition of Revenue (item 1) 

The headlng "Measurement of Revenue" probably should be changed toMeasurement and 
Recognition of Revenue" as ~t addresses both topics Alternatively, split into two sections 

Item 5 could benefit from the following explanation The cost of goods sold and other dlrect 
expenses related to a Revenue transaction should be recorded on the books in the same 
accounting period as the Revenue If the costs have not been realized, the contractedor &]mated 
costs should be accrued 

3 Sale of Goods (7 b) 

Change the word "probable" to reasonablv certain 

4 Rendering of Service (~tem I 1) 
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Sentence could be Improved by stating Progress payments and advances received from customers 
shall not be used as the basis for recognizing revenue 

5 Interest Royalties and D~v~dends 

Item 13 a would better read as follows It is reasonably certain that the economlc benefits assoc~atk 
with the transaction w~l l  flow to the enterprise in accordance with contract terms 

III AP-8 (Long Term?) Assets 

1 General Comments 

The wrlte up is a good text book chapter on assets, and very useful I am sure, in gaintng an 
understanding of the concepts of assets accounting, but it needs to be reformulated more into the 
format of an AP (to be consistent in format with the others) It might be worth segregatrngthe tops 
and discussions on assets and depreciation/amortization by asset type such as Frxed Assets, Land, 
Intangible, and to Include sections on Proved and Unproved Properties (producing and non- 
producing mineral rights), unless this wlll covered by an Oil and Gas AP 

Consider re-writing the Objectives and Scope (or add a section for definitions) to include a more 
precise definition of Assets Example 

Assets Include tangible and Intangible assets which are owned and used in the ordinary busrness 
activities of the entity Tangible assets have physical substance while intangible assets include 
patents, copyrights, trademarks, franchises, goodwill and others Tangible assets~nclude buildtngs, 
plant, equtpment (fixed assets), land and other property (mineral reserves), with a useful life of m e  
than one year Assets which are no longer used in the operations of the entlty should be fully 
deprecrated (written off) or carrred at estimated salvage value until sold or otherwrse dlsposed of 
Assets held for purposes other than productron andoperatrons should be classified as Inventory or 
long-term investments as appropriate 

2 Add~tional comments 

The draft makes the statement "Natural resources are subject to depletton rather than to 
deprectation " Later in the draft, depreciatron of fixed assets is discussed in detail but not 
depletion Will depletionlamortization be covered in another APV 

The mandated straght line depreciation appears to have a "flexible" life in which the M~nlstry 
of Economrcs apparently has a say in the useful life of an asset? Although llm~tlng acceptable 
depreclahon to the straight line method is 0 K ,  the ministry should not have a role in 
determiningusefbl life for depreciat~n for IAS purposes, although they may continue to do so 
for Turkmenistan tax reporting purposes 

In general, the problem with AP-8 1s that it tries to cover a wide range of topics without 
adequately covering most One solution couldbe to focus on fixed (tangtble) assets in AP 8 ad 
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cover intangible assets in another AP ( ~ f  needed), and to cover mineral rights and 
amortization/depletion in an Oil & Gas AP 

3 Revaluation of F~xed Assets 

This paragraph as written is comary to IAS and GAAP Both these accounting standards advocate 
historical cost accounting and do not permit annual revaluation of fixed assets to current market 
values There are , however, certain standards that may be applied to countries experiencing 
hyperinflat~on I am not sure if these standards would apply in Turkmenistan (I doubt ~ t )  In any 
event the indexes and adjustments in those cases would be based on international recognized indem 
and not a local authority such as the TurkmenistanRaw Materials Stock Exchange Again, they my 
wish to employ the described method for their local reportingpurposes, butt should not be lncluded 
in an AP based on IAS 

Add~tional Notes By Dag Lille~raven 

The above are some rough comments I believe ~t may be worthwhile to review each AP with the 
PEG or representativesof the PEG when I am in Ashgabat I am sure there dl be some differences 
of opinions on the various drafts among the PEG members 

Uniformity of presentation and levels of details, etc should be emphasized PEG should keep In 
mind that eventually the APs will have to be understood by accountants who are not members of 
the PEG However, lengthy write-ups of basic accounting principles should probably be kept in 
footnotes or attachments rather than in the main text of the AP 

If you have any questions regarding the above or additional concerns regarding these APs, please 
let me know 

IV AP-5 Cash Flow Statement 

1 Suggest the ~ntroduction be headed Ob~ect~ve and Scope and re-written to include the 
following polnts 

To further define~cash equivalent@ it may be worthwhile to add the sentence Generally, 
only Investments with an original maturity of three months or less is included as cash 

The sentence beginning wlthAThe primary purpose of the statement of cashflows---A could 
be expanded to say that the cash flow statement is used to (1) assess the entity=s ablllty to 
meet ~ t s  obligations and pay dividends, (2) determine the need for external financmg, (3) 
reconcile the difference between net income and cash flow, and (4) analyze the cash flows 
resulting from operating, investing and financing activities 

The sentence under the head~ng A Foreign Currency Cash Flows@ probably ought to 
address both realized and unrealized currency transactions Example Cash flows arlsing 
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from reallzedforeign currency transactlons should be recorded in Turkmenistan manats at 
the exchange rate recorded on the date of the transactlons Cash flows from unreal~zed 
foreign currency transactlons should be translated at the exchange rate determined by the 
Central Bank of Turkmenistan on the date of translat~on (1 e if the cash flow statement is 
for the period ending 1213 llxx, use the offic~al rate on thls date to translate any assets or 
l~abllities denommated In forelgn currency) 

2 If a sectlon for definitions IS added, it could Include the followrng two defin~tions 

Reallzed forelgn currency transactlons are transactions tn whlch the forelgn currencv 
payment has been made, or th forelgn currency collected has been exchanged Into manat 

Unrealized foreign currency transactlons are transactlons which have taken place but In 
which the amount receivable or payable In the fore~gn currency has not been settled 

VI AS-10 Forelgn Currency Transactions 

1 T h ~ s  IS an adaptation of the Kazakstan standard It IS acceptable as wr~tten However, ~t 
could be improved by lncorporatlng the concept of reallzed and unrealized exchange 
ga~ns/losses, if t~me  permits 

2 For now, my only suggestionwould be to re-wr~te sentence under Objectwe and Scope, ~tcn 
1, as follows The objective of this standard IS to define the recording and translat~on of 
transactlons denominated In currencies other than manat 
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COMMENTS 
ON COMPOSITION OF PRODUCTS COSTS 

August 7,1998 

In response to the Expert Group's request for comments on the Composition of Products Costs 
currently used in Turkmenistan, and the need for reclassifications of such costs to enable the 
preparation of financial statements based on Internat~onal Accounting Standards, we are pleased to 
provide you with our comments as follows 

Turkmenistan "Products Costs" 
The method of accounting for "Products Costs" in Turkmenistan IS signtficantly different from the 
methods used in the West It is my understanding that in Turkmen~stan only expenditures classified as 
"Products Costs" are tax deductible, there has been a tendency, therefore, to classify all legitimate 
business expenses as "Products Costs" According to most Western accounting practices, including 
the International Accounting Standards, expenses need to be further classified as described below 

Internatlonal Account~ng Standards The Concept of Inventory Costs and Penod Expenses 
According to International Accounting Standards only those costs dlrectly attr~buted to the 
manufacturing process becomes "inventoried" costs In effect, expenses not directly adding value to 
the goods manufactured should not be Included in the calculation of inventory cost but should be 
expensed as period costs when incurred Period costs are expenses which are more related to time than 
to production volume Period costs should be summarized by functional actlvity and are typically 
summarized as explained below under heading c'Non-Manufactur~ng/Per~od Costs 

Manufacturing (Productlon) Costs 
Includes all direct and indirect manufacturing costs necessary in the production of goods and services 
as follows 

Direct Costs 
-Materials and supplies purchases 
-Labor and related costs including employee benefits 
-Contract services 
-Space rental, Utilities, 
-Transportation and handling of raw materials and unfinished goods 
-Depreciation of manufacturing facility, machinery, and equipment 
-Other direct costs 

Indirect Costs 
Indirect costs are usually charged-out to production costs in the form of a Productlon Overhead Rate 
These are costs which are directly related to manufacturing but which are not possible or practical to 
relate directly to each product manufactured If only one major product is produced by a 
manufacturing facility, there is no need to accumulate and allocate indirect costs 
Indirect costs generally will Include the following expense elements 
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-Management, supervision, and general labor costs including employee benefits 
-Maintenance and repairs of general productions facilities 
-Costs of manufacturing office facilities and related expenses 
-Depreciation of general manufacturing facilities, office warehouse, etc 
-Insurance 
-Other indirect costs 

Non-Manufactur~ng/Per~od Costs 
Period costs are typically summarized using the major categories explained below Not all of the 
below categories will apply to all entities And some entities, like oil and gas producing companies, 
may need to add additional expense categories to disclose other operating expenses and losses such as 
unsuccessful exploration efforts ("Exploratlon Expense") and loss in the value of capitalized 
development costs ("Impa~rment of 011 and Gas Properties") 

Sellmg, Marketing, and D~strlbutlon 
Expenses summarized under this category include wages, benefits, travel & entertamment, 
depreciation, and office related costs of employees engaged in selling, advertismg, promoting, and 
delivering goods and services Also includes payments to contractors for such services 

General and Administrat~ve 
Expenses summarized include wages, social benefits, travel & entertainment, training, and office 
related costs of employees, directors (including the expenses of the Board of Directors) and 
consultants for services related to Executive, Legal, Personnel, Accountmg, Auditors, Security, Data 
Processmg, etc Also, would include all donat~ons and contributions of educational, medical and 
other assistance to the community 

Interest Expense 
Generally would include payment of interest and other financing costs related to payment of ~nterest 
under vendor credits, bank loans, bond issues, and capital (long-term) lease contracts 

Other (Non-Operat~ng) Expenses 
Other expenses related to non-operating activities such as currency exchange translation gains/losses, 
expenses related to disposition of major assets and other expenses/losses not related to the main 
activity of the enterprise 

Income Tax Expenses 
Includes only taxes accessed on income 

Extraordinary Ga~ns/(Losses) 
If applicable, the net gains or losses from items such as natural disasters, damage from fire or other 
unusual accidents will be summarized under this category Also reported under this category are any 
gains and losses from d~scontinued activities, gains and losses resulting from the sale or other 
disposition of an operation or a major asset The amounts of gains and losses reported must be net of 
any tax or ~nsurance benefits received as the result of the transaction 
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TABLE OF DEFINITIONS TAEJIH~A OIIPEAEJIEHM~I 

DEFINITION I AS I OIIPEAEJIEHME I CEiY 

ACCOUNTING STANDARDS 
DEFINITIONS 

Extraordrnary Items are events or transacttons dlstlnct from the ordinary 
actlvlttes of the legal entlty They are not expected to recur frequently or 
regularly 

Fundamental Errors are the errors of the prlor per~ods, d~scovered In the 
current per~od and are of such sign~ficance that the financ~al statements of 
the prlOr per~ods Can no longer be cons~dered to be rel~able at the date of 
their preparat~on 

Discontinued Operations result from the sale or cancellat~on of an affiliate 
representing a separate llne of buslness of a legal entlty 

Cash 1s cash on hand and ln the accounts of the banks 

Cash flows are ~nflows and outflows of cash 

Operating activlt~es are the prlnc~pal revenue-produc~ng actlvlties of the 
legal entity and other actlvltles that are not investing or financing 

Invest~ng activities are the acqulsltton and d~sposal of long-term assets 

Financing actintles are those act~vltles of the legal entlty that result In 
changes In the slze and composition of the equlty cap~tal and borrowings 

Revenue IS the Increase of assets or decrease of l~abllrt~es dul~ng the 
reporting per~od 

Aggregate revenue IS revenue, arislng from the ordlnary and extraordinary 
actrvltles of the entlty 

Real~zable value 1s the amount an asset could be exchanged or a liabll~ty 
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Ypessbiraiinbie cw-ryaqws - C O ~ ~ I T M R  MnM onepaqum, oTnMYHble OT 06b14~0ii 
AeaTenbHocTM ~opunu Y ecKoro nMqa I l p e ~ n o n a r a e ~ c ~ ,  YTO TaKMe C O ~ ~ I T M R  M 
OnepaUMM He 6 y ~ y ~  IIOBTOPRTbCR YaCTO MJIA PerynRpHO 

Cyqec~eennb~e ourw6rcn - O L U M ~ K H  npeAb1AyWMX nepMoAoB, 0 6 H a p y ~ e ~ ~ b l e  
B OTYeTHoM nepuone, KoTopble HacTonbKo 3 ~ a ' l ~ ~ e n b ~ b l ,  YTO ( P M H ~ H C O B ~ I ~  
OTWTbl npeAbIAYWNX l7epMOAOB He CVHTaIoTC5l ,4OCTOBepHbIMM Ha AaTy MX 

CocTaBneHMR 

npelcpaqennaa onepaqan - npoaaxa MnM nMKBMAaqMR a u n ~ a n a ,  
npeAcTasnamqero co6oW oTAenbHoe HanpasneHMe A ~ R T ~ ~ ~ H O C T M  

IoPMAMYeCKOTO JlMua 

Aenexnble cpencTsa - AeHeXHas H ~ ~ M Y H O C T ~  HaxonRqaRca B Kacce M Ha 
cqeTax B G ~ H K ~ X  

Aswxenwe neeexnbix cpencTe - nocTynneHMe M B ~ I G ~ I T M ~  AeHexHblx 
CpeACTB 
Onepaswonnaa nenTeJlbHocTb - ocHoBHan AeaTenbHocTb mpnAMqecKoro 
nwqa no nonyYeHMm noxona u MHan AesTenbHocTb, , He oTHocnqancs K 

W H B ~ C T M ~ M O H H O ~ ~  M $ M H ~ H C O B O ~ ~  

k l ~ s e c ~ w u u o ~ ~ a ~  neRTeJlbHocTb - npM06pe~eHMe M nponaxa AonrocpovHblx 
aKTMBOB 

@wnancoea~ AeaTeJlbnocTb- AeRTenbHocTb mpMnMqecKoro n w a ,  
p e 3 y n b ~ a ~ o ~  K O T O P O ~ ~  RBnReTcR M ~ M ~ H ~ H M ~  B p a s ~ e p e  II cocTaBe 
C O ~ C T B ~ H H O T O  KanMTana M 3aeMHblX CpeACTB 

f l o x o ~  - s ~ o  ysenMqeHMe aKTMBoB, n ~ 6 o  yMeHbuJeHMe 0 6 ~ 3 a ~ e n b c ~ s  B 

oTseTHoM nepMoAe 

Aoxonbl, nonyqeHHbre OT OCHOBHOW M H ~ O C H O B H O ~ ~  AeRTenbHocTM 
C Y ~ W K T ~ ,  cocTasnRIoT ero coao~yn~ar i i  n o x o ~  

CTOUMOCT~ peanasaqwa - CTOMMOCTL, no KOTOPOW aKTMB O ~ M ~ H M B ~ ~ T C R ,  M ~ M  



TABLE OF DEFINITIONS TAEJIMQA O~IPEAEJIEHM~~ 

DEFINITION I AS I OIIPE,QEJIEHME I CSY 

ACCOUNTlNG STANDARDS 
DEFINITIONS 

CTAHJA PTbZ 5YXrAJ7TEPCKOTO YYETA 
Oli'PE.L(EJ7EHNX 

OnnaqMBaeTCII O ~ R ~ ~ T ~ ~ ~ C T B O  MeXAy OCBeAOMJleHHblMM M rOTOBblMM K 
CAeJlKe He3aBMCMMbIMM CTOPOHaMM 

Ocnoa~bre cpeac-rsa -  TO MaTepManbHble aKTcrsbr, n e G c ~ ~ y t o q ~ e  B TereHMe 
~ n u ~ e n b ~ o r o  n e p ~ o n a  B ~ ~ M ~ H M  (6onee o n ~ o r o  rona), K ~ K  B caepe 
MaTepManbHOrO npOM3BO~CTBa, TaK M B H ~ ~ P O M ~ B O , ~ C T B ~ H H O #  c@epe 

IIep~onasanbuan CTOUMOCT~ -  TO CTOMMOCT~ ( P ~ K T M ~ ~ C K A  ~ P O M ~ B ~ A ~ H H ~ I X  

3aTpaT no BO3BeAeHMlO MnIl npM06peTe~W~, OCHOBHblX CpeACTB, BKntoqElII 
ynnaqeHHb1e ~ e ~ 0 3 ~ e q a e ~ b l e  Hanorti M c60pb1, a Tame 3 a ~ p a ~ b 1  no 
AOCTaBKe, MOHTaXY, YCTaHOBKe, nyCKy B 3KCnnyaTaqMlO I4 n106ble ApyrMe 
PaCXOAbl, HenOCpeACTBeHHO CBR3aHHble C IlPMBeAeHMeM aKTMBa B pa6osee 
COCTOIIHMe AnX er0 MCllOJlb3OBaHMII no Ha3HaYeHMIO 

Tercyuan CTOMMOCT~ -  TO C T O W M O C T ~  OCHOBHMX cpeAcTB no . ~ ~ G C T B Y K ) U I M M  
P ~ I H O Y H ~ I M  s e ~ a ~  ~a o n p e ~ e n e ~ ~ y i o  n a ~ y  

Ganancoeas CTOUMOCT~ -  TO nepBoHaqanbHan MnM TeKywaH C T O M M O C T ~  

O C H O B H ~ I X  cpeAcTB 3a BblreToM C Y M M ~ I  H ~ K O ~ ~ ~ H H O ~  ~ M O P T M ~ ~ U M M ,  no 
KOTOPOG aKTMB OTPaXaeTCR B YqeTe M OTYeTHOCTM 

CTOMMOCT~ peannsauau -  TO CTOMMOCT~, no KOTOPOG B O ~ M O X ~ H  O ~ M ~ H  

OCHOBHblX CpeACTB MeXAy XOpOlUO OCBeAOMJleHH blMM M rOTOBblM M K 

npOBeAeHMlo CAenKM He3aBMCHMblMM CTOPOHaMM 

J I ~ l c a a ~ a s a o ~ ~ a n  CTOAMOCT~ - npennonaraeMall C T O M M O C T ~  3anac~blx 
~ a c ~ e G ,  nowa, oTxonoa, B O ~ H H K ~ ~ O ~ M X  npM nMKBMAauMM O C H O B H ~ I X  CpeAcTB 
B KOHqe CPOKa n0ne3~0G cny~6b1  3a BblqeTOM OXMAaeMblX 3aTpaT no 
~bl6bl~MKJ 

M ~ H O C  -  TO nposecc noTepM @ M ~ M Y ~ C K M X  M ~ o p a n b ~ b l x  xapaKTepwcTMK 
O ~ ' ~ ~ K T O B  OCHOBHblX CpeACTB 

AMOPTM~~UIIR -  TO CToMMocTHoe BblpaxeHMe M ~ H O C ~  B BMae 

settled In a transaction, between knowledgeable, wllllng Independent 
parties 

F~xed assets are tang~ble assets used dur~ng a long per~od of tlme (more 
than one year) both ~n productton and non-production spheres 

Original cost IS the cost actually Incurred for the construction or 
aCqUlSltlOn of fixed assets, ~ncludtng n0n-recovelable p a ~ d  taxes and 
charges and also del~very, assembly, installation, start up and other costs 
directly related to br~ngrng the asset to I ~ S  worklng cond~t~on of Intended 
use 

Current cost IS the cost of fixed assets In current market pllces at a spec~fic 
date 

Carrylng amount IS the orlglnal or current cost of fixed assets net of 
accumulated amortization at wh~ch an asset IS catr~ed In the account~ng 
records 

Real~zable value IS the amount an asset could be exchanged between 
knowledgeable, wllllng Independent parties 

L~qu~dat~on value IS the estimated cost of spare parts, scrab metal, wasted 
materials at the end of the useful 11fe of an asset net of predeterm~ned costs 
on d~sposal 

Deprec~ation IS the process of los~ng phys~cal and moral character~st~cs of 
fixed assets 

Amort~zation IS the deprec~at~on In terms of value In the form of systematrc 
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TABLE OF DEFINITIONS TAEJIM~A OIIPE~~EJIEHH~% 

DEFINITION ( AS I OIIPEP[EJIEHkIE I CE;Y 

ACCOUNTING STANDARDS 
DEFINITIONS 

C T A  HAA PTbI GYXrAflTEPCKOTO YYETA 
Ol7PEflEJTEHH.H 

cMcTeMaTMrecKoro pacnpeAeneHMR ~ M O P T M ~ M P Y ~ M O ~ ~  CTOMMOCTM dKTMBa B 

TelreHMe cpoKa cnyx6bl 

C p o ~  nonessoii CJIYI~LI -  TO nepuon, B TeseHMe KoToporo npennonaraeTcR 
IlOJIyYeHHe ~ K O H O M M ~ ~ C K O ~  BblrOAbl OT MCnOJIb30BaHMR OCHOBHblX CpeACTB 

Cpolc H O P M ~ T A B H O ~ ~  C J I Y X ~ ~ I  -  TO nepMoA, B TereHMe KoToporo c y 6 1 , e ~ ~  
HaYMCJIReT M3HOC Ha OCHOBHble CpeACTBa B COOTBeTCTBMM C 

YCTaHOBJIeHHblMN HOPMaMR 

Toeapno-~a~epeanb~bre sanacbr -  TO ~ K T H B ~ I  B B M A ~  

1) s a n a c o ~  C ~ I P ~ R ,  MaTepManoB, noKynHblx ~ O ~ ~ @ ~ ~ P M K ~ T O B  M 
~ o ~ n n e ~ ~ y r o u ~ x  ~ s ~ e n ~ i i ,  K O H C T ~ ~ K U H M  M ne~aneii, ~onnwsa, 
~ a p b l  M T ~ P H ~ I X  ~ a ~ e p ~ a n o ~ ,  sanac~blx ~ a c ~ e i 7 ,  n p o q ~ x  
MaTepMaJIOB, npeAHa3HaYeHHblX A J l H  MCnOJlb3OBaHMR B 

npOM3BOACTBe UJIN BbInOnHeHMM p a 6 o ~  M YCJIyr, 

2) He3aBepUleHHOrO npOM3BOACTBa, BblnOnHeHMR p a 6 o ~  M ycnyr, 

3) TOTOBOG IlPOAYKIJMM, TOBBPOB, npeAHa3HaLleHHblX Ans 
npoAaXM B XOAe AeRTenbHOCTM C Y ~ % C K T ~  

Y e c ~ a a  CToeMocTb peane3aqen TOB~PHO-~a~epeanbnblx 3anacoe paBHn 
npe~nonarae~oi i  npo.qax~oii qeHe B xOAe 06b14~0# X O S I I ~ ~ C T B ~ H H O ~ ~  

AeRTeJIbHOCTM MMHyC M3AePXKM Ha KOMllJIeKTaUMM M OPTaHM3aUMIO M X  

npoAamM 

@ena~coeb~e ensecTnsee - aKTMBbl, K O T O P ~ I M M  C Y ~ W K T  BnaAeeT B uengx 
nonyseHMa Aoxona ( ~ a n p ~ ~ e p ,  npoueHToB, portnTr?, AMBNneHAorJ R 

a p e ~ ~ ~ o i  nna~bl), npMpocTa MHsecTMpoBaHworo KanMTana MnM nonyKleHMR 
np0Yefi BblrOnbl (~anpMMep, B pe3yJIbTaTe KOMMePYeCKMX O T H O U ~ ~ H M # )  
K @ M H ~ H C O B M M  MHBecTMqMRM TaKxe OTHOCRTCR MHBecTMuWM B 

HeABMTMMOCTb, KOTOPaR He HaXOAMTCH B 3KCnJIYaTal4MM 

allocat~on of the amortizable amount of an asset over ~ t s  useful 11fe 

Useful ilfe IS the pellod, durlng whlch economlc benefits are expected to be 
obtalned from the Usage of fixed assets 

Standard l~fe 1s the perlod of tlme over whlch the entlty deprec~ates fixed 
assets according to the prescribed standards 

Inventor~es are assets tn the form of 

1) raw materials, mater~als, purchased semi-p~oducts, suppiles for 
complet~on, fuel, tare and tare materials, spare patts and other 
materials lntended for use ~n the product~on process or ~n 
rendering of SerVlCeS, 

2) work ln process of products, servlces and works, 

3) finlshed goods, merchandise lntended for sale ln the course of 
the entity's bus~ness, 

Net realizable value of inventories equals estimated cost of sale In the 
course of ordlnary busmess actlvltles less costs of completion and selling 
expenses 

Financial investments are assets held by an entlty for obtaining Income 
(such as ~nterest, royalties, dlvldends and rentals) for the accretion of 
Invested capltal or for other benefits (such as those, obtalned through 
tradlng relationships) 
Flnanctal investments lnclude investment properties that are not ~n the 
0peratlon 
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TABLE OF DEFINITIONS TAEiJII/ILI[A OIIPE,D,EJIEHR~ 

DEFINITION I AS 1 OIIPED[EJIEHME I CSY 

ACCOUNTING STANDARDS 
DEFINITIONS 

C T A  HflA P TbI  EYXrAJITEPCKOTO Y Y E  TA 
OIi'PEAEJ7EHml 

C T O ~ M O C T ~  peanesauee - CTOMMOCTL, no KOTOPO# O ~ M ~ H M B ~ ~ T C R  aKTm MnM 
ollnaqMBaeTcn 06113a~eJIb~~B0 MeXAy OCBeAOMneHHblMM M rOTOBblMM K 

cAenKe H ~ ~ ~ B M C M M ~ I M M  CTopoHaMM 

Tercyqasi CTonMocTb -  TO C T O M M O C T ~  aKTMBoB no ~ e i i c ~ ~ y m q ~ ~  
PblHOYHblM UeHaM Ha OIlpeAeJleHHyIO AaTy 

nonpawe~le~usi -  TO + ~ n ~ a n b ~ ,  npencTaBMTenbcTsa c y 6 a e ~ ~ a ,  ero 
AoqepHMe M ~ ~ B M C M M ~ I ~  I O P M A M Y ~ C K M ~  nMua MnW CoBMecTHble npeAnpMnTMn, 
B TOM Wcne 3apy6e~~ble ,  T e AemennbHocTb KOTOPMX OcywecTBnneTcn 3a 
npeAenaMM T Y P K M ~ H M C T ~ H  

MHOCTP~HH~R Baama - B TO BanroTa, OTnMqHaR OT O T ~ ~ T H O ~  BanmTbl 
c y & e ~ ~ a ,  T e TypKMeHcKoro MaHaTa, ~ c n o n b s y e ~ o r o  npu cocTasneHMM 
@ U H ~ H C O B ~ I X  OTYeTOB 

Kypc -  TO cooTHoweHue mrr nepecqe-ra a a n m  A B ~ X  c-rpaH, 
YCTaHaBnMBaeMOe ~eH~paJ lbHb1~ ~ ~ H K O M  T Y P K M ~ H M C T ~ H ~  

Kypcotlasi paswuua -   TO p a 3 ~ ~ u a ,  B O ~ H M K ~ I O U ~ ~ R  B pe3ynb~a~e  OTpaxeHMR B 

cMcTeMe Gyxran~epc~oro y.re.ra M @AH~HCOBO# OTYeTHocTM onHoro M T O ~ O  

XCe KOnMqeCTBa eAHHMU MHOCT~~HHO# BaJIWTbl B O T ~ ~ T H O ~  BanfOTe npM 
M3MeHeHHM KYPCa 

Kypc Ha BpeMsi 3a~epwe~nsi  OTqeTtioro nepeona - y c ~ a ~ o s n e ~ ~ t ~ b r i i  
~eH~paJIbHb1~ ~ L H K O M  T Y P K M ~ H M C T ~ H ~  KypC MaHaT no OTHOWeHMfO K 

MHOCTpaHHblM BanlOTaM Ha IlOCneAHee YMCnO OTqeTHOrO nepMOAa 

Aenexna~e CTaTbn -  TO CTaTbM, OTpaXamqMe nMeroqMecn B HdnMYMM 
AeHeXCHble CpeACTBa, a TaKXe aKTMBbl M o ~ R ~ ~ T ~ J I ~ c T B ~  K nOnYVeHMD M 

BblnnaTe B OnpeAeneHHblx CYM Max 

H e ~ e ~ e z n b ~ e  cTaTbe -  TO cTaTbM ( P H H ~ H C O B O ~ O  OTqeTa, He RBnnmqMecn 
AeHeXHblMM CTaTbllMN ~ ~ N M ~ P ~ M U  HeAeHeXHbIX cTaTe6 JlBnfllOTCll 
OCHOBHble CpeACTBa, HeMaTepMaJIbHble aKTMBbI, TOBaPHO-MaTePManbHble 

Realizable value 1s the amount for whlch an asset could be exchanged or a 
llabll~ty could be settled between a knowledgeable, wllllng buyer and a 
knowledgeable, wllllng seller In an arm's length transaction 

Current cost IS the cost of the assets at the current market prices to a 
certain date 

Operat~ons are affiltates, representations of the entlty, ~ t s  subs~d~ary and 
associated legal entitles or jolnt ventures, lncludlng the fore~gn operattons, 
actlvttles of wh~ch are conducted tn a country other than Turkmenistan 

Foreign currency IS the currency other than the reportlng currency of an 
entlty, I e ,  Turkmen manat, applied ~n the preparation of financial 
statements 

Exchange rate 1s the ratlo at whlch the currencies of two countries are 
exchanged, establ~shed by the Central bank of Turkmen~stan 

Exchange dlfference 1s the dlfference resulting from leportlng the same 
number of unlts of a fore~gn currency In the reporting currency when the 
exchange rates are changed 

Closlng rate 1s the ratlo of manat to fore~gn currencies establlshed by the 
Central bank of the Turkmentstan at the last date of the leportlng per~od 

Monetary items are Items that reflect the money held and assets and 
l~ab~l i t~es  to be received or patd ln fixed amounts of money 

Non-monetary Items are items of financ~al statements, other than monetary 
Items Examples of nowmonetary Items are fixed assets, lntang~ble assets, 
InVentOrIes, owner's eqUlty 
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TABLE OF DEFINITIONS TAEJIHJJA oIIPE,L~,EJIEHH~~ 

DEFINITION I AS I OIIPE,IJ,EJIEHHE I CEY 

Net ~nvestment In fore~gn entitles, subsldlarles and associated legal entltles 
is the share of an entity ~n net assets of these operations 

Hedge IS a transactlon as a means of protecting the entity agalnst possible 
losses, result~ng from the exchange differences In a form of acquisition of 
assets and liabilit~es on forward, future and other contracts In foreign 
currency ln order to cover expected losses 

9 

Related partles Part~es considered to be related if one party has the ability 
to control the other patty Or exercise slgnlficant influence Over the other 
party In making financlal and bus~ness decis~ons 

H ~ T T O  - MHsecTMsMM B CoBMecTHble npennpMmm, ~ o r e p ~  ~e M ~ ~ B M C M  M b ~ e  
m p ~ ~ c l r e c ~ ~ e  nMqa -  TO A O ~ R  C Y ~ % ~ K T ~  B Y M C T ~ I X  aKTMBax ~ T M X  

n o n p a 3 ~ e n e ~ ~ i i  

9 

Control is the ability to determine, by the statute, agreement or otherwise, 
the financial and other policles of the management of the organlzatlon 

Xenx, xenmupoaanne - cnenKa KaK cnoco6 3aqki~b1, npM KOTOPOM C Y ~ % ~ K T  

nonysaeT BOSMOXHOCT~ s a c ~ p a x o ~ a ~ b  c e 6 ~  OT BOSMOXHLIX noTepb, 
B O ~ H M K ~ I O ~ M X  OT K Y P C O B ~ I X  P ~ ~ H A U ,  ~ b ~ p a x e ~ ~ b ~ f i  B BMAe n p ~ o 6 p e ~ e ~ ~ s  
aKTMBOB MnM 06R3aTenb~TB no @opBapnHbl~, [pbIO~epCHblM M APYrAM 
KOHTpaKTaM B A H O C T P ~ H H O ~  BanIOTe C HaMepeHMeM IlOKPblTMR 
npeAnonaraeMblx noTepb 

10 

Significant Influence 1s the partlclpatlon in the financial and other policy 
dec~sions of an organization, but not control of those pollc~es 

C B R ~ ~ H H ~ I ~  CTOPOH~I CTOPOH~I CsMTamTcn C B H ~ ~ H H ~ I M M ,  Korna onHa 143 H M X  

MMeeT B03MOXHOCTb KOHTPOnMPOBaTb M J l M  OKa3blBaTb 3HaYMTenbHOe 
BnMRHMe Ha ApyryIo CTOPOHY npM IlPMHRTMH @ U H ~ H C O B ~ I X  M X O ~ R G C T B ~ H H ~ ~ X  

10 

Related party transactlon IS a transfer of assets or l ~ a b ~ l ~ t ~ e s  between related 
parties, regardless of whether a price 1s charged 

1 Tax expense or tax savlng for the penod . the amount of lncome taxes or 1 
I I I 

I I I HaJI~~om~blii w a r e x  .nu 3rconoMnn no HanoroBoMy nnaremy 3a orrernblii I 

p e m e ~ ~ #  
Konrpona - C ~ O C O ~ H O C T ~  onpenens~b @RH~HCOBYK) M MHYW nonMTMKy 
y n p a s n e ~ u ~  o p r a ~ u 3 a s ~ ~  B c ~ n y  npeo6na~amuero ~ ~ ~ C T M R  B ero 
YCTaBHOM KanMTaJIe, n ~ 6 0  B COOTBeTCTBMM C 3aKnIOYeHHblM C H M M  

AOrOBOpOM, n ~ 6 0  M H ~ I M  o 6 p a 3 0 ~  

10 

Accounting lncome is the lncome or loss from ord~nary business actlvlties 
and extraordinary Items of the legal entlty before deduct~ng related tax 
expense from income or adding related tax savings 

3 ~ a s u ~ e ~ a n o e  snnnnne - ysac-rwe B npMHRTMM p e u l e ~ ~ i i  no @ M H ~ H C O B O C ~  M 

MHOG nonMTnKe O P T ~ H M ~ ~ U M M  6e3 BO~MOXHOCTM ee K O H T ~ O ~ R  

10 

ACCOUNTING STANDARDS 
DEFINITIONS 

Onepasnu Mexay C B R ~ ~ H H ~ I M A  CToponaMn - nepeaasa aKTMBoa M 

06~3aTenbcTB He3aBMCMMO OT [paKTa B3blCKaHMR MX CTOMMOCTM 

11  

savingireported in the ~tatement,f Operat~ons, exclud~ng the amount of 
tax on items, that are attributable to the previous per~od and not presented 

CTA HAA PTbZ 5YXrAJi'TEPCKOTO YYETA 
OUPEAEJ7EHHJI 

Eyxran~epcrcnii noxon -  TO AOXOA M ~ M  y6bl~oK OT 06blq~ofi AewrenbHocTM 
M Y P ~ ~ B ~ I Y ~ # H ~ I X  CMTY~UM# mpMnMqecKoro nMua AO BblYeTa HanoroBoro 
nna~ema, n p ~ r ~ ~ a m u e r o c ~  c ~oxo,aa, M ~ M  n p ~ 6 a s n e ~ ~ ~  ~ K O H O M M M  no 
HanoroBoMy nnaTexy 

n e p n o ~  -  TO c y ~ ~ a  nonoxon~oro ~ a n o r a  M ~ M  ~ K O H O M M M  B O T Y ~ T ~  o 
pe3ynbTaTax ~ M H ~ H C O B O - X O ~ R # C T B ~ H H O ~  AeRTenbHOCTM, 3a MCKnIOqeHMeM 
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~n the Statement of Operations 

Taxable Income (loss) IS the amount of income (loss) for a reporttng 
period, determined In accordance with the tax legislation 

Prov~slon for taxes payable is the amount of taxes, calculated from the 
taxable Income and payable for the reportlng per~od 

T~mlng dlfferences (or dlfferences In time) are dlfferences between the 
taxable income and accountlng income for a per~od that arlse because the 
period ~n whlch some ltems of revenue and expense are lncluded in taxable 
lncome does not colnc~de wlth the per~od in whlch they are ~ncluded ~n the 
accountlng Income T~ming differences orlglnate In one period and reverse 
In One Or Several subsequent perlods 

Permanent dlfferences are dlfferences between taxable lncome and 
accounting income that orlglnate in the current per~od and do not reverse 
In subsequent per~ods 

Tax effect of t~mlng dlfferences is the amount of tax payments that wlll be 
pald In the future perrod as a result of tlmlng differences Or has been 
prepa~d ln the current period 

Capltal constructlon contract- IS a contract according to whlch the 
Contractor agrees to fulfill the COnStrUCtl~n work at his Own 11sk On the 
customers orders and the customer agrees to accept and to pay for the 
works performed Construction contract can be negotiated for the 
construction of an asset or a comb~nation of assets that are closely 
Interrelated or interdependent In terms of the~r des~gn and use 
Addit~onally, constructton contracts can include the works on rendering 
the S ~ ~ V I C ~ S ,  related dlrectly to the C O ~ S ~ ~ U C ~ I O ~  of objects (I e , S ~ ~ V I C ~ S  of 
the COnStrU~tlOn management and arch~tects, etC ) 

CTAHJA PTbI E Y X T A J T E P C K O T O  Y Y E T A  
OUPEflEJTEHMJI 

1 1  

1 1 

1 I 

I I 

11  

12 

c y ~ ~ b i  ~ a n o r o ~  no C T ~ T ~ ~ M ,  n p ~ ~ a ~ n e x a q ~ ~  K n p o u n o ~ y  nep~oay M He 
IlpeACTaBJIeHHblM B OTYeTe 0 pe3ynbTaTaX @ M H ~ H C O B O - X O ~ R ~ ~ C T B ~ H H O ~ ~  

AeRTenbHOCTM 

Hanoroo6narae~b1ii ~ 0 x 0 ~  ( Y ~ ~ I T O K )  -  TO cyMMa noxoaa ( ~ 6 b l ~ ~ a )  3a 
o ~ q e ~ ~ b r i i  neptlon, onpenenseMas B CooTseTcTBMM c HanoroBblM 
3aKOHOAaTenbCTBOM 

IIonoxon~b~ii Hanor K ynna-re -  TO cyMMa Hanora, wcsMcneHHas OT 

~anoroo6narae~oro noxona M nonnexaqas y n n a ~ e  3a o ~ s e ~ ~ b l f i  n e p ~ o ~  

B p e ~ e n ~ b l e  pasnuubl (une pacxoxllenae BO epe~enn)  -   TO p a 3 ~ ~ u b l  MexAy 
~ a n o r o o 6 n a r a e ~ b l ~  M 6yxran~epc~MM ~ o x o n o ~  3a O T ~ ~ T H ~ I #  nepuon, 
KoTopbie B O S H M K ~ W T  143-3a Toro,  TO nepMon, B KOTOPOM HeKoTopbie cTaTbM 
noxona M pacxona ~ ~ n m s a r o ~ c n  B ~a~10r006narae~bl#   oxo on, ~e cosnanae~ 
c nepMonoM, B KOTOPOM OHM ~ ~ n m s a m ~ c s  B 6 y x r a n ~ e p c ~ ~ i i  ~ 0 x 0 ~  
BpeMe~~bie pa3HMqbl BO3HMKaIOT B OAHOM nepMOAe M aHHynMpyIOTCn B 

O ~ H O M  MnM HecKonbKMx nocnenymuwix nepMonax 

~ O C T O H H H ~ I ~  pasnuqbr -  TO p a 3 ~ ~ u b l  MexAy ~ a n o r o o 6 n a r a e ~ b i ~  M 

G y x r a n ~ e p c ~ ~ ~  noxonoM, KoTopble B O ~ H M K ~ I O T  B TeKyqeM oTseTHoM 
nep~one 1.1 ~e a ~ ~ y n ~ p y r o ~ c a  B nocnenyroqwx o ~ l r e ~ ~ b i x  nep~onax 

Hanoroeblii 3arperc.r BpeMennbtx paseas- PTO cyMMa HanoroBoro nnaTexa, 
KOTOpas B pe3ynbTaTe B03HHKUIMX BPeMeHHblX pP3HMu IlOAJleXMT OnnaTe B 

6 y n y q e ~  nep~one M ~ M  o n n a s e ~ a  sapa~ee  B ~ e ~ y u l e ~  nep~oae  

Aoroeop nonpma Ha KanuTanbnoe CTpou-reJlbcTBo - PTO noroBop no 
KOTOPOMY nOAPRAYMK O ~ R ~ Y C T C R  BblnOnHMTb 38 CBOG PMCK CTPOMTenbHble 
pa60~bl no sanaHEiro s a ~ a 3 s ~ ~ a ,  a 3 a ~ a 3 r ~ ~  0 6 ~ 3 y e ~ c s  npMHsTb M OnnaTMTb 
BblnonHeHHbie pa60~bi A o r o ~ o p  MoxeT saKnmsaTbcR KaK no O A H O M ~  

o 6 a e ~ ~ y ,  TaK M no rpynne O ~ ~ ~ K T O B ,  TecHo B ~ ~ M M O C B R ~ ~ H H ~ I X  M 

B S ~ M M O ~ ~ B M C M M ~ ~ X  no ycnoBMnM MX n p o e ~ ~ ~ p o s a ~ ~ s  n M C ~ O ~ L ~ O B ~ H M R  

K p o ~ e  Toro, noroBopa cTpoMTenbHoro nonpsna MoryT BKnroliaTb pa60Tbl 
no OKa3aHMK) YCnyr, HenOCpeACTBeHHO CBR3aHHbie CO CTPOMTeJlbCTBOM 
O ~ ~ ~ K T O B  (T e ycnyrM py~0~0~MTenefi O ~ W K T O B  1.I apXMTeKTOpOB M T l l  ) 



L b r a U m a E r r - I  / T 

TABLE OF DEFINITIONS TAEJIElLI,A OIIPEAEJIEHR~ 

DEFINITION I AS I OIIPE)I,EJIEHEIE I CSY 
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Flxed price contract IS a constructlon contract rn whlch the contractor 
agrees to a fixed contract prlce (cost) of constructron work or a fixed rate 
per unit of output of work performed, probably with an escalation clause 

Cost plus contract - IS a constructlon contract In whlch the contractor IS 

re~mbursed for actual costs related d~rectly to the constructron work in the 
amounts allowable by the Customer rncludlng the fee stipulated In the 
contract 

Control 1s the power to determine the financial and other polrcles of the 
partnership with the purpose of obtalnrng benefits from rts actlvrtres 

A subsldlary partnership is a partnershlp that IS controlled by another 
(main) partne~ship 

A parent partnership IS a partnership that has one or more subsrdrary 
partnersh~ps 

A group IS a parent partnership and all its subs~d~ary partnershrps 

Consolidated financ~al statements ale the separate financial statements of a 
group presented as a reporting of a slngle partnersh~p 

Separate financial reporting IS the reportrng of each member of the gloup 
whtch IS subject to consol~dat~on 

Mlnor~ty Interest 1s that part of the net results of operatrons and of net 
assets of a subsidiary partnersh~p attr~butable to interests whrch are not 
owned, drrectly or lnd~rectly through subsrdlarres, by the parent 
partnersh~p 

CTAHAA PTbI EYXTAJ7TEPCKOrO YYETA 
OLTPEAEJIEHMX 

12 

12 

13 

13 

13 

13 

13 

13 

13 

Aorosop cTponTenbnoro noapma c @urccupoea~~oii uenoii - s ~ o  AoroBop, no 
KOTOPOMY C T O P O H ~ I  cornatuaroTcR Ha TBepAyro qeHy (CTOMMOCTL) 
CTpOMTenbHblX p a 6 0 ~ ,  n ~ 6 0  Ha YCTaHOBneHHytO CTOMMOCTb eAMHMUbl 
B ~ I ~ o J I H ~ H H o ~  pa6o~bl C O ~ O B O ~ K O ~ ~  0 cKonb3RLIJefi UeHe 

Boroeop CTpowTeabnoro nonpma c o ~ ~ c p b ~ ~ o i i  uenoii -  TO noroBop, no 
KOTOPOMY nOApflAYMKy B O ~ M ~ ~ ~ ~ I O T C I I  @ ~ K T R Y ~ C K M ~  3a~pa~b1,  
HenOCpeACTBeHHO CBR3aHHble C BblnOnHeHMeM CTpOMTeJlbHblX p a 6 o ~ ,  B 

CyMMaX AOnyCKaeMblX 3aKa3YMKOM, BKJIm'laR OrOBOPeHHOe B AOrOBOpe 
~ o s ~ a r p a x n e ~ ~ e  

ICOn~ponb- npaBo onpenensTb @ M H ~ H C O B Y K )  M M H Y ~  nOnMTMKy 
TosapMqecTsa c qenbro nonyYeHna sblronbl OT ero nenTenbHocTM 

Rovepnee xo3~iic~sennoe TosapaqecTBo -  TO TosapMqecTBo uoTopoe 
HaXOAMTCR nOA KOHTpOneM ApyrOI'O (OCHOBHO~O) TOBapHWeCTBa 

Ocnosnoe X O ~ S I ~ ~ C T B ~ H H O ~  ToeapnqecTBo -  TO ToBapMqecTBo metowee 
OAHO M 6onee AOYepHMX TOBapMLUeCTB 

rpynna - ocHoBHoe x o s ~ i i c ~ s e ~ ~ o e  TosapMuecTBo M Bce ero nosepHMe 
TOBapM~eCTBa 

I C o ~ c o n e ~ a p o ~ a ~ ~ a ~  @ M H ~ H C O B ~ R  oTveTnocTb - OTaenbHbie @ H H ~ H C O B ~ I ~  

OTY~THOCTM rpynnbl, n p e ~ c ~ a ~ n e ~ ~ b l e  KaK OTqeTnocTb oAHoro 
TOBapMqeCTBa 
O ~ n m b ~ a a  @clna~coea~ OTveTHocTb - l j ~ o  oT1jeTHocTb KaxAoro qneHa 
rpynnbi, no~nexauras ~ o ~ c o n ~ n a q w i  

ROAR MenbmancTea -  TO YacTb Y M C T ~ I X  AOXOAOB ( Y ~ ~ I T K O B )  ( ~ M H ~ H C O B O -  

X O ~ I ~ ~ ~ C T B ~ H H O ~  AeRTeJIbHOCTM M YMCTblX aKTMBOB AOYePHeTO TOBaPMUleCTBa, 
npMxonsqascR Ha ~ o n m  yYacTMn ~ o ~ o p o f i  OCHOBHOe TOBapMqeCTBO npHMO 
MnM KocseHHo ~epe:, npyrbie AoqepHMe TosapMqecTsa He BnaneeT 
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Virtually wholly owned means that a parent owns 90% or more of the 
v0tlng power 

Assoc~ated partnershlp is a pattnershlp whlch is under a stgn~ficant 
influence of the lnvestor and 1s ne~ther a subsldlary, nor a j0lntly 
controlled legal entity 

Significant influence 1s the power to partlctpate In the financial and othet 
p0llcy declslons of the lnvestee wlth0ut the p ~ ~ ~ l b l l l t y  of I ~ S  control 

Control IS the power to determine the financial and other pollc~es 
concerning the acttvlttes of the lnvestee for the putpose of obtalnlng 
benefits from tt 

A subs~hary IS a partnershlp that IS controlled by another (main) 
partnersh~p 

The equity method 1s a method of accountlng whereby the tnvestment 1s 
lnltlally tecorded at cost w~th the future Increases (decreases) to cost being 
recognized for the investor's share of changes In the net assets of the 
assoc~ated partnershtp The change In the Investors share In net Income 
(loss) rn the Statement of Operations of the assoc~ated partnership 1s 
recognized as Income (loss) 

The cost method 1s a method of accountlng whereby the Investment IS 

recorded at the acqulsltlon cost at the moment of purchase Income from 
Investments 1s recognized In the Statement of Operations of the investor In 
the amount of dlvldends due from the total amount of the assoc~ated 
partnership's net accumulated Income arlslng subsequent to the 
aCqUlSltlOn date 

Jolnt actlvlties are actlvltles whereby two or more parties undertake jolnt 
actlvlty with the purpose of achlevlng common busmess goals Jo~n t  

C T A  H A A  PTbi GYXrAJ7TEPCKOTO W E  T A  
OL'PEAEJEHMJI 

13 

14 
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14 

14 

14 
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~ O Y T W  nonnoe enaneme - Korna ocHoBHoe TosapuqecTBo BnaneeT 90 
~ P O ~ ~ H T ~ M M  ~ O ~ O C O B  M 6onee 

3 a s a c ~ ~ o e  xo3aiic~~ennoe ToeapetuecTeo -  TO ToBapMwecTBo KoTopoe 
HaXOAMTCR noA 3HaYMTeJIbHblM BnMRHMeM MHBeCTOpa M He RBnReTCR HM er0 
AOqePHMM X O ~ R ~ C T B ~ H H ~ I M  TOBaPMUleCTBOM, HM COBMeCTHO 
KOHTPOnMPYeMblM IOPMnMqeCKMM JiMuOM 

3 n a ~ ~ ~ e a a n o e  BnMmae - npaBo yYacTBosaTb B npMHnTMM pewe~cli  no 
( P R H ~ H C O B O ~  W UHOG JlOffMTMKe MHBeCTMPYeMOrO C Y ~ W K T ~  6e3 
B03MOXHOCTM er0 KOHTPOJIR 

Kon~ponb - npaBo onpenenmb (PWH~HCOBYH) M MHYK) nonMTMKy 
MHsecTMpyeMoro c y 6 ' b e ~ ~ a  c senbm nonyqeHMH sarronbr OT ero 
nelTen ~ H O C T M  

Ao~epnee x o 3 ~ 1 i i c ~ s e ~ ~ o e  TosapsulecTBo -  TO ToBapMqecTBo, KoTopoe 
HaXOfiMTCR nOA KOHTpOJleM npyrOr0 (OCHOBHO~O) TOBapM4eCTBd 

M e ~ o n  noneeoro yYaCTnR - MeTOn yqeTa, npM KOTOPOM MHBeCTMuMM B 

MoMeHT n p ~ o 6 p e ~ e ~ ~ s  oTpamaroTcs no n o ~ y n ~ o i  CTOMMOCTM c 
nanb~eiiurcl~ ysenMYeHMeM ( y ~ e ~ b m e ~ ~ e ~ )  ux CTOMMOCTM no Mepe 
npM3HaHMII AOnH MHBeCTOpa B M3MeHeHMRX q M C T b l X  aKTMBOB 3BBMCMMOTO 

X O ~ R # C T B ~ H H O ~ O  ToBapMUlecTBa k l 3 ~ e ~ e ~ ~ e  nonM MHsecTopa B YMCTOM 

AOXOne (~6bl~Ke)  3aBMCMMOI'O X O ~ I I ~ C T B ~ H H O ~ O  TOBaPMLUeCTBa B OTqeTe 0 

pe3ynbTaTaX ( P M H ~ H C O B O - X O ~ R ~ C T B ~ H H O ~  neRTenbHOCTM npM3HaeTCR KaK 
AOXOA ( Y ~ ~ I T O K )  
MeTon CTOUMOCTM - MeTOA yqeTa, npM KOTOPOM MHBeCTMuMM B MOMeHT 
n p u o 6 p e ~ e ~ ~ ~  oTpaxamTcs no n o ~ y n ~ o i  CTOMMOCTM AOXOA OT 

MHBecTMqWM n p ~ 3 ~ a e ~ c a  B oTqeTe o pe3ynb~a~ax QMH~HCOBO 
X O ~ R ~ ~ C T B ~ H H O #  AeRTenbHOCTM MHBeCTOpa B pa3~epe  IlPMYMTaIO~MXCR 
nMBuneHnoB OT o 6 q e i  C Y M M ~ I  HaKonneHHoro rMcToro noxona ~ ~ B M C M M O ~ O  

X O ~ R ~ C T B ~ H H O ~ O  TOBaPMlLleCTBa, BO3HMKUlMX IlOCJIe RaTbl npM06pe~eHMR 

C O B M ~ C T H ~ ~  ne~TeJlbnocTb - AeRTenbHocTb npM K O T O P O ~  Ase M 6onee 
CTOpOHbI O~RSYWTCII  COBMeCTHO A ~ ~ ~ C T B O B ~ T ~  JWII AOCTMXeHMR o 6 q e i  
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actlvltles Include jolntly controlled OperatlonS, assets and legal entity 

Control IS a power to govern the financial and operating pol~c~es of 
a ~ t l ~ l t l e ~  as to obtain benefit from lt 

Jolnt control IS the contractually agreed equal shar~ng of control ovel 
a ~ t l ~ l t l e ~  

S~gnificant Influence IS the power to partlc~pate In the financial and other 
p0llcy decis~ons of a ~ t l ~ l t l e ~  but IS not control or joint control O V ~ I  those 
pollcles 

A venturer IS a party involved in a joint actlv~ty who has jolnt control In 
that actlvlty 

An investor IS a party 1n ajolnt actlvlty that does not have j0lnt control 

Proportionate consol~dation IS a method of accounting and reporting 
whereby a venturer's share of each of the assets, I~ab~lit~es, lnc0me and 
expenses of a jo~ntly controlled actlvlty is comb~ned on a line-by-11ne bas~s 
with s~milar ltems ~n the venturer s financial statements 

Employers are legal persons mak~ng contr~butions for the benefit of a 
benefic~ary 

Retirement benefit plans (program) are arlangements whereby an employer 
prov~des benefits for histher employees on or after termlnat~on of servlce 
(either in the form of an annual lncome or as a lump sum) when such 
benefits or payments of the employer to histher employees can be 
determ~ned or est~mated in advance of retirement from the ~ ~ O V I S I O ~ S  of a 
document or from the employer's practices 

CTAHJAPTbI EYXrAJITEPCKOTO YYETA 
OIIPEflEJIEHMJY 
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X O ~ H ~ ~ C T B ~ H H O ~ ~  IJeJIM C O B M ~ C T H ~ ~ ~  AeRTenbHOCTb MOXeT OCYLUeCTBnRTbCIl B 

BMAe COBMeCTHOrO KOHTPOnR Ha& nPOM3BOACTBOM, aKTMBaMM M 

lOPMAMYeCKMM JlMIJOM 

KOHTPOJI~ - npaBo OnpeAensTb @ I I H ~ H C O B ~ ~  M X O ~ R ~ ~ C T B ~ H H ~ H )  nonMTMKy B 
OTHOUleHMM AeRTeJlbHOCTM C UenblO IlOJlyYeHMR BblrOAbl O T  3 ~ 0 f i  

AellTenbHOCTM 

Coa~ec~nbrii  KonTponb - cornacoBaHHoe AoroBopoM ocyurecTsnenMe 
KOHTPOnR 38 AeRTeJIbHOCTblO Ha PaBHOnpaBHblX YCnOBMRX 

3na~u~anbnoe  snmnse - npaBo yracTBosaTb B npMHsTMM peme~cri7 no 
@ M H ~ H C O B O ~ ~  M H H O ~  nOJIMTMKe B OTHOUleHMM neRTeJlbHOCTM 6e3 
BOSMOXHOCTM KOHTPOJIR HJIH COBMeCTHOrO KOHTPOJIR 

Ysac~ncllc c o a ~ e c ~ ~ o i i  AenTenbnocTcr - onHa ~3 CTOPOH yqacTBymqas B 

C O B M ~ C T H O ~ ~  AeRTeJlbHOCTM M OCYUeCTBJIRWl&il C O B M ~ C T H ~ I ~ ~  KOHTPOnb 

~ Z H B ~ C T O ~  C O B M ~ C T H O ~  AeRTeJlbHOCTU - OHHa M 3  CTOPOH C O B M ~ C T H O ~ ~  

AeRTenbHOCTM, He OCyUeCTBnRIoUaR C O B M ~ C T H ~ I ~  KOHTPOnb 

~ ~ o ~ o ~ u M o H ~ J I ~ H ~ S I  KoHconuRaseR - MeToA yseTa, npM KOTOPOM HOnR 
YYaCTHNKa C O B M ~ C T H O ~ ~  neHTenbHOCTM, B KBXJlOM aKTMBe M O ~ I I ' J ~ T ~ ~ ~ C T B ~ ,  
Aoxonax M pacxonax , CoeAMHsmTc~ nocTpoq HO c ~ O A O ~ H ~ I M M  CTaTbsMM 
MnM pacKpblsaioTcR OTnenbHbIMM CTpoKaMN B @ M H B H C O B ~ I X  oTLIeTax 
YqaCTHMKa 
Pa6o~o~aTe~lb  -  TO mpMAMqecKMe n ~ u a ,  OcyurecTBnnmuMe neHcMoHHble 
B ~ H O C L I  B nonb3y n o n y s a ~ e n ~  

n p o r p a ~ ~ b l  no nencuonnoMy 06ecne~en1110 ( n p o r p a ~ ~ a )  -  TO CornaweHm 
cornacHo KOTOPLIM, p a 6 0 ~ 0 ~ a ~ e n b  O ~ ~ C ~ I ~ Y M B ~ ~ T  ~ ~ G O T H M K O B  n e ~ c ~ e i i  B 

~ e q e ~ ~ e  HJIM nocne O K O H Y ~ H M H  pa60~bl (B @ o p ~ e  exeronnoro noxona M ~ M  B 

@ o p ~ e  enuHospeMeHHo nblnnalikiaae~oi7 C ~ M M ~ I ) ,  KorAa TauMe neHcMM M ~ M  

BblnJlaTbl, nPOM3BOAMMble p a 6 0 ~ 0 ~ a ~ e n e ~  CBOMM P ~ ~ O T H M K ~ M  MOrYT 6 b l ~ b  

o n p e ~ e n e ~ b ~  M ~ M  y c ~ a ~ o s n e ~ b r  no H ~ Y M C ~ ~ H M ~  n e ~ c w ~  cornac~o  
n0nOXeHMRM HOKyMeHTa MnM IlPZlKTHKM p a 6 0 ~ 0 ~ a ~ e J l R  
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Defined contr~but~on schemes are rettrement benefit schemes under whlch 
amounts to be p a ~ d  as ret~rement benefits are determtned by reference to 
contr~but~ons to a fund together wlth Investment Income thereon 

Lease IS a transfer of property on payment te~ms by the lessor to the lessee 
for temporary ownersh~p and use 

F~nance lease IS a transfer to the lessee of a substanttal part of the ttsks 
and rewards related to the rlght of ownersh~p The leased property IS 

recorded ~n the lessee's Balance Sheet T~tle may or may not eventually be 
transferred 

Operat~ng lease 1s a lease that IS not a Flnance Lease 

A lease 1s a non-cancelable lease ~f tt 1s d~scont~nued only when 

upon the occurrence of some contrngency, 
wlth the permtsslon of the lessor, 
lf the lessee enters Into a new lease for the same or an equivalent asset 
wlth the same lessor, or 
upon payment by the lessee of an addrt~onal amount at tnceptlon, 
whlch 1s suffictent retmbursement for the telmlnatlon of the lease 

Lease term IS the non-cancelable per~od of ttme for whlch the lessee has 
conttacted to lease the asset together and also any other subsequent 
perrods for whlch the lessee has the optton to contlnue to lease the asset, 
wtth or wlthout further payment, for whlch the lessee has the tight to 
choose that IS negot~ated at the lnceptlon of the lease 

Inception of the lease IS the date of the lease agreement 

16 

17 

17 

17 

17 

17 

17 

n e ~ c w o ~ ~ a a  CxeMa c ycTaHoeneHHbIM p a 3 ~ e p o ~  B~HOCOB -  TO CXeMa 
neHcMoHHoro O ~ ~ C ~ ~ Y ~ H M R ,  cornacHo K O T O P O ~  neHcMoHHble BblnnaTbl 
OnpeAenRmTcs B CooTBeTcTBMM c OTrMcneHMRMM, nocTynamqMMM B (POHA 
BMeCTe C AOXOAaMM OT MHB~CTMIJM# 

A p e ~ ~ a  - npeAocTaBneHMe apeHnonaTeneM apeHnaTopy 3a nnaTy MMyqecTsa 
BO B ~ ~ M ~ H H O ~  s n a n e ~ ~ e  M n o n b 3 0 s a ~ ~ e  

@wna~cspye~aa apewa - nepenara apeHnaTopy 6onbureii YacTM B ~ I ~ O A  M 

PMCKOB, CBR3aHHblX C npaBOM C O ~ C T B ~ H H O C T M  Ha MMyqeCTBO n p ~  3TOM 

apeHAaTop apeHnosaHHoe MMyqecTBo OTpaxaeT B cBoeM 6 a n a ~ c e  C a ~ o  
n p a ~ o  C O ~ C T B ~ H H O C T M  Ha a p e ~ ~ ~ b l i i  nepMOA MOXeT nepe.iIaBaTbCIf MnM He 
nepeAaBaTbcn 

Telcyuaa apema - n106arr npyraR apema 3a wcKnmqeHMeM ( P M H ~ H C M P Y ~ M O ~ ~  

H e o ~ ~ e ~ a e ~ a a  (6e30~3bl~naa) a p e ~ n a  - A TO a p e ~ ~ a ,  ~ o ~ o p y l o  MOXHO 

IIpepBaTb TOnbKO 
npM noasneHMcl K ~ K O ~ O - T O  HenpeABMAeHHoro C O ~ ~ I T M R ,  c p a ~ p e u l e ~ ~ ~  
a p e ~ ~ o ~ a ~ e n n ,  
B cnyqae ~ ~ K ~ K N ~ H M R  ~ o ~ o r o  a p e ~ n ~ o r o  n o r o ~ o p a  ~a TO x e  M ~ M  

n o ~ o 6 ~ o e  HMyqecTBo c TeM x e  apeHnoAaTeneM, 
ecnM B Harane cpoKa apeHAbl ~ b l n n a r ~ s a e ~ c ~ l  AononHMTenbHaR cyMMa, 
~ o ~ o p a s  ~ s n s e ~ c s  n o c ~ a ~ o u ~ o i i  ~ o ~ n e ~ c a q ~ e i i  3a n p e ~ p a w e ~ ~ e  ape~nbl 

Cpolc apenp(br- ~ e o ~ ~ e ~ f i e ~ b ~ i i  nepMoA BpeMeHM, Ha ~ o ~ o p b ~ i i  apeHAaTop 
s a ~ n m r a e ~  AoroBop Ha apeHAy MMyqecTBa, a TaKxe n106ble ApyrMe 
nocneAymqMe nepuonbl, B TereHMe K O T O P ~ I X  B O ~ M O X H O  npoAneHMe c p o ~ o ~  
a p e ~ n b ~  c ~anb~ei i rnec  onna~oii M ~ M  6e3 ~ e e ,  ~a LITO a p e ~ ~ a ~ o p  M M ~ ~ T  

n p a ~ o  ab16opa, ~ o ~ o p o e  o r o ~ o p e ~ o  B ~ a r a n e  c p o ~ a  ape~nbl 

H a ~ a n o ~  cpolca apembl ~snse~cr r  n a ~ a  n o n n ~ c a ~ ~ ~  n o r o ~ o p a  ~a apetlny 
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M~nlmum lease payments are payments ovel the lease term whtch the lessee 
IS requrred to make (excluding costs for servlces and taxes to be p a ~ d  by 
and be reimbursable to the lesso~) and the following 

rn the case of the lessee, any amounts guaranteed by the lessee or by a 
party related to the lessee, and 
In the case of the lessor, any resrdual value guaranteed to the lessor 
by e~ther the lessee or a party related to the lessee or an ~ndependent 
thrrd party financrally capable of meettng thts guarantee 

Realizable value 1s the amount an asset could be exchanged for between 
knowledgeable, wllllng PartleS In an arm s length tranSactl0n 

Useful life of an asset IS chatacter~zed by 
the per~od of expected economlc benefit of the asset to the entlty, 
the expected output from the Usage of the asset 

Unguaranteed residual value IS the portlon of testdual value of the leased 
property (esttmated at the rnceptron of lease) the realtzatron of whtch by 
the lessor is not assured or IS guaranteed solely by a party related to the 
lessor 

Gross ~nvestment In the lease IS the aggregate amount of the mlnlmum lease 
payments under the finance lease to be made to the lessor plus any 
unguaranteed Restdual Value of the property 

Unearned finance Income 1s the d~fference between the lessor's gross 
~nvestment ~n the lease and present value of the leased property at the 
present moment 
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M n ~ n ~ a n b ~ b r e  apeHnHble nnaTexn - nnaTexM, Ko-ropble apeHAaTop 06113a~ 
ocyqecTsnnTb B TeqeHMe cpoKa apeHAbr (3a MMHYCOM CTOMMOCTM ycnyr ~i 

HanoroB, KoTopb1e AonxeH OnnaTMTb a p e ~ ~ o ~ a ~ e n b  M KoTopble AonxHbI 
6b1~b eMy B O ~ M ~ W ~ H ~ I ) ,  a TaKXe 
co C T O P O H ~ I  apeHAaTopa - nm6bre C Y M M ~ I ,  rapaHTMpoBaHHble M M  MnM 
CTOPOHCI, C B R ~ ~ H H O #  c HMM, 
co CTOPOH~I  a p e ~ ~ o ~ a ~ e n s  - nro6an O C T ~ T O ~ I H ~ R  CTOMMOCTL, 
rapaHTMposaHHaR apeHaoAaTenm apeHAaTopoM ~11160 c ~ o p o ~ o f i ,  C B R ~ ~ H H O ~ ~  

c H M M  MnM H ~ ~ ~ B M C M M O ~ ~  ~ p e ~ b e i  c ~ o p o ~ o i i ,  ~ ~ e m q e #  B O ~ M O X H O C T L  

@HHBHCOBOTO O ~ ~ C ~ ~ Y ~ H H R  3 ~ 0 i  rapaHTMM 

CTOWMOCT~ peanu3a9~~1 - cyMMa, 3a K O T O P ~ H )  MMywecTBo M0Xe-r 6 b 1 ~ b  
O ~ M ~ H ~ H O  MeXAy OCBeAOMneHHblMM, rOTOBb1MM K CAenKe He3aBMCMMbIMM 
CTOPOHaMM 

Cpolc none3~oro + ~ H K U H O H N ~ O B ~ H N R  nMj q e c ~ s a  u a p a ~ ~ e p ~ 3 y e ~ c ~  
n e p ~ o n o ~  B ~ ~ M ~ H M ,  B ~ e q e ~ ~ e  KOTOPOI-o n p e ~ n o n a r a e ~ c ~  n o n y ~ w ~ b  
3KOHOMMYeCKYH) BblrOAY OT MCnOnb30BaHMR IIMYWeCTBa, MnM OXMAaeMblM 
KOnPilreCTBOM ~blnyu(eUU0fi npOAyKUMM, nOJlyYeHHblM OT MCnOnb30BaHMR 
MMyUeCTBa 

H e r a p a ~ ~ u p o ~ a ~ ~ a n  ocTaTosHas CTOUMOCT~ -  TO qacTb O C T ~ T O Y H O ~ ~  

CTOMMOCTM C A ~ H H O ~ O  B a p e ~ ~ y  n ~ y q e c ~ s a  ( o n p e ~ e n e ~ ~ a ~  B ~ a v a n e  
ape~nb~) ,  p e a n ~ 3 a u ~ r o  KOTOPO# a p e ~ ~ o a a ~ e n b  ~e r a p a ~ ~ ~ p y e ~  M ~ M  

peaJlM3aUMlO KOTOPO# rapaHTMpyeT TOnbKO CTOPOHB, CBR3aHHaR C 

apeHnona-reneM 

Bano~oe KanuTanoenoxeHne B apeHny - coBoKynHaa c y m a  MMHMManbHbrx 
apeHnHblx n n a ~ e ~ e G  no @ n ~ a ~ c ~ p y e ~ o i i  apeHAe, nonyqeHHblx 
a p e ~ ~ o ~ a ~ e n e ~  nnmc ~ e r a p a ~ ~ ~ p o s a ~ ~ a n  O C T ~ T O ~ H ~ R  C T O M M O C T ~  

MMyUeCTBa 

Hepeann3osan~blii  oxo on - p a 3 ~ ~ u a  MexAy BanoBblM KanMTanosnoXeHMeM 
apeHAoAaTenrr B apeHAy M A M C K O H T M P O B ~ H H O ~ ~  C T O M M O C T ~ K )  M M Y ~ ~ C T B I I  

cnasaeMoro B apeHAy Ha A ~ H H ~ I #  MoMeHT 
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Net investment in the lease is the difference between gross Investment of the 
lessor ln the lease less unearned income 

Interest rate implicit in the lease is the dlscount rate that, at the inception 
of the lease, which causes the present value of the property for the 
determination of mlnlmum lease payments and an unguaranteed Restdual 
Value at current cost of a leased asset at the inception of the lease 

Lessee's Incremental Borrow~ng Rate of Interest 
the interest rate the lessee would have to pay on a similar lease or, 
the rate that, at the lnceptlon of the lease, the lessee would lncur to 
borrow over a similar term the funds necessary to purchase the asset 

R~sk  1s the possibrl~ty of losses resulting from the contlngencles such as 
Idle capacity, technological obsolescence, not obtalnlng the estimated 
return 

Rewards a the expectation of ptofitable operation over the asset's useful 
life and of garn from appreciation In value or sale at llquldatlon value 

Investment fund is the legal entlty, cleated In the form of open-end jolnt 
stock company which attracts funds by means of issulng and distributing 
its own securit~es wlth futther investments, reinvestments of attracted 
funds ln S ~ C U ~ I ~ I ~ S  

Open-end fund is a fund which Issues Its own stock with the oblrgation to 
redeem lt 

Investment activ~t~es is purchasrng and selling of securities for investments 
in order to obtain lncome 

C T A  HAA PTbI 6YXTADTEPCliTOTO Y Y E  TA 
OIIPEAEJIEHHX 
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Y ~ c ~ b l e  IcanHTanoBnoxeHHa B apenny - p a 3 ~ ~ q a  Mexny BanoBblM 
~ a n ~ ~ a n o ~ n o x e ~ ~ e ~  a p e ~ ~ o ~ a ~ e n ~  B a p e ~ ~ y  M ~ e p e a n ~ s o s a ~ ~ b l ~  
AOXOAOM 

I I p e n y c ~ o ~ p e ~ ~ a ~  npouen~nan cTaelca npH apenne - cTaBKa AMCKOHT~,  
KoToparr onpeaenneT A M C K O H T A ~ O B ~ H H ~ H )  C T O M M O C T ~  MMyqecTBa B Havane 
apeHAbl Anrr onpenene~~n  MMHMManbHbrx apeHAHblx nna~exefl M 
~ e r a p a ~ ~ ~ p o s a ~ ~ y m  ocTaTovHyIo C T O M M O C T ~  B Havane apeHAbi no ~ e ~ y u l e i i  
CTOAMOCTM apeHAOBaHHOr0 aKTHBa 

I I p n p o c ~ n a ~  n p o q e n ~ n a ~  c~aerca na s a e ~ ~ b ~ i i   anm man a p e ~ n a ~ o p a  
n p o q e ~ ~ ~ a r r  C T ~ B K ~ ,  ~ o ~ o p y r o  a o n x e ~  6 y a e ~  s a n n a ~ ~ ~ b  a p e ~ a a ~ o p  3a 
nono6~y10 apeeny, M ~ M  C T ~ B K ~ ,  KOTOPYIO n p ~ ~ e ~  a p e ~ n a ~ o p  B ~ a v a n e  
apeHnbl, 3a n o n b 3 0 s a ~ ~ e  KpenMToM ( 3 a g ~ o ~ )  Ha ~ a ~ o f i  x e  nepMon nnrr 
IlOKynKM ElKTMBa 
Pncrc n o ~ p a 3 y ~ e s a e ~  - B O ~ M O X H O C T ~  B O ~ H M K H O B ~ H M H  Y ~ ~ I T K O B  BcneAcTBMe 
HenpenycMoTpeHHblx c ~ ~ y a u u i i ,  TaKMx KaK, HanpHMep npocToR 
O ~ O ~ ~ ~ O B ~ H M R ,  ~ ~ M M ~ H ~ H M R  yc~apeamec ~ e x ~ o n o r ~ ~ ,  ~ e n o n y q e ~ ~ ~  
OxMAaeMOrO AOXOAa 

Bbrrona npencTasnseT co6ofl o x ~ n a e ~ b l i i  AOXOA OT ~ c n o n b s o s a ~ ~ ~  
uMyqecTaa B TeveHMe cpoKa ero none3~0ro @YHKUMOHMPOB~HMR, a TaKxe 
OT nOBblUleHHR er0 CTOMMOCTM MnM OT peanM3aUMM no ~ M K B M A ~ ~ M O H H O ~ ~  

CTOMMOCTM 

M H B ~ C T A ~ W O H H ~ I ~ ~  (POHA - ropMnMSeCKOe ~ W U O  c o 3 H a ~ ~ o e  B $ o p ~ e  
aKqMoHepHoro o 6 q e c ~ ~ a  oTKpblToro TMna, OcyqecTBnRmqero 
npMsneveHMe neHexHbrx cpencTB nyTeM ~ b ~ n y c ~ a  M p a s ~ e u l e ~ ~ n  CBOMX 

C O ~ C T B ~ H H ~ I X  S L K ~ H ~  C l&!nbH) nOCneAJ'IO~er0 MHBeCTMPOBaHllR 
IlpABneYeHHblX CpeACTB B UeHHble 6 y ~ a r ~  

M H B ~ C T N U # ~ O H H ~ ~ ~  (POHA OTKPbITOTO THna - $OH& K O T O P ~ I ~ ~  BblnyCKaeT CBOM 

C O ~ C T B ~ H H ~ ~ ~  aKUMM C O ~ H ~ ~ T ~ ~ ~ C T B O M  MX BblKyna 

MHB~CTMUAOHH~R AeRTenbnocTb -  TO noKynKa M p e a n ~ s a u ~ ~  ueHHbix 6 y ~ a r  
~ n s  uHsecTMposaHMs c uenbm n o n y v e ~ ~ ~  noxona 
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CTA HJA PTbI E Y X r A  h'TEPCKOT0 W E  TA 
Ol7PEAE.MEHHH 

I . I n s e c ~ e u a o ~ ~ b ~ e  qennble 6yMarcl -  TO qeHHble 6y~ar11, B KoTopbIe 
MHBeCTMpyloTCn CpeAcTBa, IIpMBneYeHHble MHBeCTMUMOHHbIM (POHAOM 38 

MCKJIIOlleHMeM UeHHblX 6 y ~ a r ,  BblIlyqeHHblX CaMHM (POHAOM 

Hop~Qeslb Uennblx 6 y ~ a r  - s ~ o  CoBoKynHocTb Bcex MHBecTMuMoHHblx 
U ~ H H ~ I X  6 y ~ a r ,  K O T O P ~ I M M  BnaneeT (POHA 

Ynpasnenue nop~aenem uennblx 6yMar - AemenbHocTb ynpaBnnmwero, 
s a ~ n ~ ~ r a m q a n c n  B npMHnTMM p e i u e ~ ~ f i  o n p ~ o 6 p e ~ e ~ ~ ~ ,  nponaxe, M H ~ I X  

CAenOK C MHBeCTHUMOHHblMM UeHHbIMM 6 y ~ a r a ~ u  

Ynpaen~touluii unsecTaqsonnoro a o n ~ a  - K)pMAMqecKoe n w o ,  
ocyqec-rsnnmqee npo(Pecc~o~anb~ym nemenbHocTb no ynpasneHMm 
nop~(Pene~  qeHHblx 6 y ~ a r  

K'ac~oanan - mpMAuqecKoe nMUO, OcyqecTBnRmqee npo(Pecc~o~anb~yto  
neRTeJIbH0CTb no XpaHeHMH, M YqeTY BBePeHHblX eMy neHeXHblX CpenCTB M 

IJeHHbIX 6 y ~ a r  KnMeHTOB 

Aenosw~apuii - c o 3 ~ a ~ a e ~ a ~  n p o ( P e c c ~ o ~ a n b ~ b ~ ~ ~  YqacTHMKaMM pblHKa 
qeHHblx 6 y ~ a r  c n e q ~ a n ~ 3 ~ p o ~ a ~ ~ a ~  o p r a ~ ~ 3 a q ~ 1 1 ,  (PYHKUMM K O T O P O ~ ~  

~ a ~ n ~ o s a l o ~ c s  B xpaHeHMM UeHHblx 6 y ~ a r  M TexHMsecKoM O ~ C J I Y X M B ~ H M M ,  
CoBepulaeMoM B HHTepecax MX KnMeHToB, cnenoK c UeHHblMM 6 y ~ a r a ~ ~  
( y r e ~  M p e r ~ c ~ p a u ~ ~ l  ABMxeHMn BblpaxeHHbrx B UeHHblx 6 y ~ a r a x  
MMYqeCTBeHHbIX n p a ~ ) ,  a TaKXe npM HanMYMM nMUeH3MM OCyqeCTBneHMe 
KJIHPMHTOBO~~ AeBTenbHOCTM 

PacnpeneJIenua -   TO AMBMAeHAbl BblnnaqMBaeMble (POHAOM ~3 ~IMCTOI-o 

Aoxona OT ( P M H ~ H C O B ~ I X  M H B ~ C T M U M ~ ~  M Y M C T O ~ O  Aoxona, nonyLleHHoro OT 

peanM3aUMM ( ~ M H ~ H C O B ~ I X  M H B ~ C T M U M ~  

Peunsec~upo~anue -  TO pacnpeneneHMs nonyqaeMble aKuMoHepaMM (Po~na 
B BMne AononHMTenbHblx (Po~na B M ~ C T O  AeHeXHblX C ~ ~ A C T B  

Qena pennsecTuposanwR -  TO qMcTan C T O M M O C T ~  aKTMBoB B pacqe-re Ha 

Investment secur~t~es are any securltles Into whlch resources are attracted 
by the Fund, excluding Securltle~ Issued by the Fund 

Secur~t~es portfol~o IS an aggregate of all Investment securltles of a fund 

Secur~t~es portfol~o management 1s a dec~s~on maklng on purchastng, selling 
and other transactions related to lnvestment securlttes 

Manager of the Investments fund 1s a legal person, pelformlng profess~onal 
activltles on the management of the securltles portfol~o 

Custod~an is a legal person, performlng the functlons on safe keeplng and 
aCCOUntlng of cash and SecurltleS of the Customers 

Depos~tory 1s a spec~al~zed organlzatlon, establ~shed by the profess~onal 
participants of the securltles market, performlng the functions of 
safekeeping and techntcal maintenance of securities performed for the 
Interests of the11 cllents, transactrons wlth securltles (accounting and 
reg~stratlon of ownersh~p r~ghts, expressed In secur~tles) and also clearlng 
aCtlvltleS lf the OrganlZatlOn IS llcensed to do lt 

Distr~but~ons are dlv~dends p a ~ d  by a fund to its shareholders from net 
investment lncome and net lncome from financ~al investment real~zatlon 

Remvestment of D~str~but~ons are d~str~butlons whlch are recelved by the 
shareholders of a fund tn add~t~onal shares of the fund ~nstead of cash 

Ranvestment P r~ce  1s the net asset value per share of the fund on the 
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payment date of the dlstrlbutlon Add~ttonal shares of a fund are lssued tn 
lieu of cash dtstr~but~ons 

aKqMm  POH HA^ Ha AaTy BblnnaTbl pacnpe~ene~u6  n o  UeHe 
peMHBeCTMpOBaHMfl BblnyCKaIOTCfl AOnOnHMTenbHble aKlJMM $OHAI BMeCTO 
pacnpeAeneHm neHexHbrx cpencTB 

Net asset value IS the excess of the value of securltles over the l~abt l~t~es  of 
the fund 

(etther In the form of an annual lncome or as a lump sum) when such 
benefits or payments of the employer to hlslher employees can be 
determtned or esttmated In advance of retlrement from the provlstons of a 
document or from the employers practtces Addlttonally, tt 1s an 
arrangement according to whlch a separate physlcal person makes 
contrlbutlons Into the retlrement benefit program 

Retirement benefit plans (program) are arrangements whereby an employer 
provldes benefits for htslher employees on or after termlnatlon of selvlce 

I I p o r p a ~ ~ b i  no neHceonnoMy 06ecne~e~e10 ( n p o r p a ~ ~ a )  -  TO cornauretrnx, 
COrJIaCHO KOTOPblM pa60~0~aTenb 0 6 e c n e r ~ ~ a e ~  P ~ ~ O T H M K O B  Ile~~Mefi B 

TeqeHue MnM nocne oKoHqaHm pa60Tbl (B $ o p ~ e  exeronHoro noxona MnM B 

@ O P M ~  eAMHOBpeMeHH0 Bbln~aYM~ae~06 C Y M M ~ I ) ,  KOrAa TaKMe IleHCMM MnM 
BblnJlaTbl, nPOM3BOAMMble p a 6 0 ~ 0 ~ a T e n e ~  CBOMM ~ ~ ~ O T H M K ~ M  MOrYT 6 b l ~ b  
onpeAeneHbt unM ycTaHoBneHb1 no HawcneHMn neHcMM cornacHo 
IlOJIOXeHMflM AOKyMeHTa MnM nPaKTMKM pa60~0na~enfl ,  a TaKXe - 3TO 

COmaUleHMR, COrJIaCHO KOTOPOMY OTAeJIbHOe @ M ~ M Y ~ C K O ~  JIM40 
OCyuleCTBnfleT B3HOCbI B IlpOrpaMMy no IIeHCMOHHOMy 06e~Ile~e~MtO 

18 
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C T O ~ M O C T ~  Y U C T ~ ~ X  aKTmoB -npesbrmeHMe CTOMMOCTM aKTMBoB $ O H A ~  H ~ A  
ero 06fl3aTeJlb~T~a~1.r 

Defined contribution schemes are rettrement benefit schemes under whlch 
amounts to be patd as retirement benefits are determ~ned by reference to 
contr~butrons to a fund together with Investment Income thereon 

Contractor 1s a user of mtneral resources, who has concluded a contract 
with the authortty In accordance with the Current leglslatlon of the 
Turkmenistan 

19 

Fleld 1s one or several natural accumulattons of the hydrocarbons tn the 
geologtcal reservoir of any type, 

I I e ~ c u o n ~ a ~  cxeMa c ycTanoenennbiM p a 3 ~ e p o ~  B~HOCOB -  TO cxeMa 
neHcMoHHoro 0 6 e c n e ~ e ~ ~ 1 1 ,  CornacHo KOTOPO# neHcMoHHble BblnnaTbl 
OnpeAenfllOTCfl B COOTBeTCTBMM C OTYMCneHMflMM, IlOCTYIlalOQMMM B @OH& 

BMeCTe C AOXOAaMM OT MHBCCTA~M# 

20 

Exploration IS any operatrons associated wlth the search and exploratlon 
of 011, they Include geologtcal-geophystcal exploration of the field, 
structural drtlllng, search and exploratory drllllng, research and lndustrlal 
works On the field belng In exploration 

ACCOUNTING STANDARDS 
DEFINITIONS 

IIOA~RAYHK - ~ e ~ p o n o n b s o s a ~ e n b ,  s a ~ n l o r ~ s w ~ i i  c KoMneTeHTHblM 
OpraHOM KOHTPaKT B COOTBeTCTBMM C ~ ~ ~ ~ ~ C T B Y ~ I ~ J M M  3aKOH0,QaTenbCTBOM 
T ~ ~ K M ~ H M C T ~ H ~  

20 

Production means any operatlons related to extractron of 011 to the surface, 
tncludlng 

Mec~opowne~ue - o 3 ~ a ~ a e ~  OAHO Mnw HecKonbKo ecTecTseHHblx c ~ o n n e ~ ~ f i  
yrne~onopo~os B r e o n o r ~ q e c ~ o ~  pesep~yape nm6oro ~ ~ n a  

20 P a s a e ~ ~ a  - 0 3 ~ a q a e ~  nm6b1e onepauuu, KoTopbre C B H ~ ~ H ~ I  c noMcKoM M 

p a 3 ~ e ~ ~ o i i  H ~ @ T M  M B K ~ I O Y ~ ~ O T  noneme reonoro-reo@w3u~ec~~e 
MccnenosaHu5i, CTpyKTypHoe 6 y p e ~ ~ e  6 y p e ~ u e  ~ O H C K O B ~ I X  M passenolr~b~x 
CKBBXMH, a TaKXe OnblTHO-KIpOMblutneHHble pa60~b1 Ha MeCTOpOXneHMRX 

20 
HaXOAflUJMXCfl B pa3BeAKe 
Ao6brsa - o 3 ~ a q a e ~  nm6b1e OnepalJuM, c ~ ~ l s a ~ ~ b r e  c u 3 ~ n e s e ~ ~ e ~  Ha 
nOBePXHOCTb H ~ ~ T M  M BKnmYaeT B TOM qMCne 
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C O ~ S ~ ~ U C ~ ! O ~  of underground and Surface equipment and 
C O ~ S ~ ~ U C ~ I O ~ S ,  
recovery of oil to the surface and maintenance of development 
wells, 
prOCeSSlng and refining of 011, extraction of 011 by-products 

Commercral d~scovery is a discovery on the contract area of one or several 
fields profitable for development 

Proved reserves are reserves of categories A, B, CI related to commercial 
discovery fields and the development of which 1s economically expedient 

Profitable (extract~on) reserves are reserves extraction of which is 
economically expedient when new technotogles and equipment are used 
and requlrements to environment and natural resouices protection are 
met Thls part of geolog~cal resources 1s defined by the rate of oil gas and 
natural llquld gas extraction 

Unprofitable resources are resources extract~on of whlch 1s econom~cally 
inexpedient at present 

Oil is raw oil, natural gas and hydrocarbons received after oil and natutal 
gas processing and processing of shale and tal-containing sand 

Exploration well 1s a well drllled for defining the outllne and structure of 
new fields and for defining productive reservoirs with the aim of preparing 
the field for development 

Development well is a well drllled for any operations related to oil 
extraction a ~ t l ~ l t l e ~  
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CHART OF ACCOUNTS 
FOR PETROLEUM OPERATIONS IN TURKMENISTAN 

DRAFT 
(FOR DISCUSSION PURPOSES ONL 

PROPOSED NEW 
ACCOUNT CODE 
MAIN SUB ASSETS 

CURRENT ASSETS 
Cash 
Cashrers funds 
Bank accounts local currency 

Bank account-drsbursements 
Bank account-recerpts 

Bank accounts forergn currency 
Bank account-forergn currency (domestrc) 
Bank account-forelgn currency (overseas) 

Specral bank accounts & other 
Letters of credrt (9 
Check books ("1 

Cash rn transit 
Cash In transrt 

xx Short term financral rnvestments 
51 Bonds and other securrtres 
52 Deposlts 
53 Loans 

xx Accounts Recervable 
lx Accounts and notes recemable-trade (customers) 
45 Goods sold 
62 Payment collect~ons 
76 Lease rentals 
78 Notes recervable 

82 Reserve for doubtful accounts 

78 Recervables from affilrates 

CURRENT 
CODE 



08 79 Receivables from assoc~ates 

09 xx Other rece~vables 
61 VAT recoverable 
63 Claims 

PROPOSED NEW 
ACCOUNT CODE 
MAIN SUB 

CURRENT 

CODE 

09 7x Employee rece~vables- 
7 1 Employee advance 71 
73 Goods sold on cred~t 73-1 
74 Payments rece~ved 73-2 
75 Re~mbursement of damaged materials 73-3 

Inventor~es 
Mater~als and suppl~es 

Raw mater~als 10-1 
Purchased semi-products for complet~on, construction 

and parts 10-2 
Fuel 10-3 
Tare and tare mater~als 10-4 
Spare parts 10-5 
Other mater~als 10-6 
Matenals transferred for external processing 10-7 
Construct~on mater~als 10-8 

2x Work ~n process 
20 M a ~ n  product~on (cost of goods ~n process) 20 
2 1 Semi-products of own product~on 21 
22 Aux~l~ary product~on 23 
29 Servlclng product~on ("1 29 
30 Non-cap~tal works (9 30 

4x Fln~shed goods 
41 Goods ~n warehouse (wholesale") 41-1 
42 Goods ~n retall 41-2 
43 Tare mth  goods (~nventory or  sales3 41-3 
44 Purchased goods 3 41-4 
45 Goods for h ~ r e  41-5 



15 xx Prepa~d Expenses and Other 
31 Deferred expenses 
36 Monetary documents (stamps, t~ckets pald, etc 
61 Prepayments of rent, Insurance, etc 
65 Accruals of underdellver~es (of gas) 
66 Accruals of plpellne Imbalance (of gas) 

NON-CURRENT ASSETS 
xx Long-term Investments 

61 Equ~ty securrt~es (shares and stocks) 
62 Bonds 
63 Loans 
66 Unused land and f a c ~ l ~ t ~ e s  

FIXED ASSETS 

PROPOSED NEWCURRENT 
ACCOUNT CODE 

MAIN SUB 

Property, Plant, and Equ~pment 
Land and land ~mprovements 
011 and gas propert~es and equipment 

Unproved property 
Acquls~bon cost 

Proved property 
Acqu~sit~on costs 
Development costs 

Support equ~pment and facrl~t~es (for exploratron & production) 
Plants and equrpment (gasnrqu~ds processmg, etc ) 
P~peline and transport fac~hhes 
Admrn~strative office buddrng, furnrture & fixtures, 

veh~cles and other deprec~able assets 
Assets of low value, (should be expensed d~rectly) 

Stock 12-1 
In operat~on 12-2 
Temporary structures, etc 12-3 

Construction and wells In progress, 
Equrpment to be rnstalled locally produced 07-1 
Equ~pment to be Installed Imported 07-2 
Wells and equ~pment (drilling) 
Offshore development costs 

CODE 



PROPOSED NEW 
ACCOUNT CODE 
MAIN SUB 

Onshore development costs 
Other construct~on of fixed assets 08-1 
Expenses not rncreasrng fixed assets (9 08-2 

Deprec~atron/Amort~zatron of Property, Plant, 
and Equrpment 02 

Land and land improvements 
Or1 and gas propertres and equrpment 

Unproved property 
Acqurs~tron cost 

Proved property 
Acqu~s~tron costs 
Development costs 

Support equipment and facllrt~es 
Plants and equrpment (gash~qu~ds processmg) 

Prpelrne and transport fac~lrtres 
Admrn~stratrve office, facrhtres, furnrture, fixtures, and 

other deprecrable assets 
Assets of low value, 

Stock 13 
In operabon 13 
Temporary structures 13 

28 7x Intangrble Assets 
71 Lrcense agreements 
72 Software 
73 Patents 
74 Organrzatronal costs 

29 7x Amort~zat~on of Intangrble Assets 
71 L~cense agreements 
72 Software 
73 Patents 
74 Organlzat~onal costs 

CURRENT 
CODE 

32 8x Other Assets 
83 Restncted cash or bank balances 
85 Long term prepard expenses 
89 Other 



LIABILITIES AND OWNERS EOUITY 

CURRENT LIABILITIES 
35 xx Bank loans and other short term debt 

90 Bank loans and overdrafts 
94 Short term notes 

38 Accounts and notes payable - trade 
60 Payments and advances 
61 Settlements of prepayments 

40 xx Payables to affil~ates 

42 xx Payables to assoc~ates 

44 xx Taxes payable (state budget payments) 
Current lncome taxes 
Deferred lncome tax 
VAT 
Agricultural tax 
Other 

45 xx D~vldends payable 
75 Payments to founders 

48 xx Other current hab111hes 
64 Advances from customers 
65 Property and personal Insurance 
67 Non-budgetary payments 
6x Employee soclal Insurance 
91 Soclal insurance 

PROPOSED NEW 
ACCOUNT CODE 
MAIN SUB 

92 Penslon fund 
93 Medical insurance 

70 Payroll 
75 Short-term lease payments 
76 Interest payable 
77 Deferred lncome 

CURRENT 
CODE 



LONG TERM LIABILITIES 
50 xx Long-term debt 

92 Long-term bank credit 
95 Long term notes 

54 xx Deferred income taxes 

55 xx Other long-term liabilit~es 

58 xx M ~ n o r ~ t y  shareholders' interest 

SHAREHOLDERS' INTEREST 
60 xx Share capltal 

Preferred shares stock 
Common stock 

62 xx Add~t~onal pa~d-m capital 

64 xx Revaluation surplus 

66 xx Cumulat~ve forelgn exchange translat~on adjustment 

68 xx Retamed earnlngs 
Approprlated, 

Reserve fund 
Spec~al purposes fund 
Fundmg/~nvestments In affiliates (9 

Non-appropr~ated, 
Current year 
P r ~ o r  year 

INCOME STATEMENT 

70 xx Operating revenue 
Sales to external customers 

46 Natural gas 
47 Crude 011 and l lqu~ds  
48 Other 

73 M Sales to affiliated companies 

PROPOSED NEW 

ACCOUNT CODE 
MAIN SUB 

CURRENT 
CODE 



Natural gas 
Crude 011 and llqulds 
Other 

Costs and expenses 
Product costs and operating expenses, 

Marn production 
Auxll~ary production 
General productlon 
Servrcrng Productlon 
Non-capltal work 
Productlon (works and services) 
Shlppmg and handllng 
Processing expenses 

Selhng, general and admlnlstratlve 
Exploration, lncludlng dry hole 
Depreclatlon, depletion, and amortuatlon 
Impairment of gas and o r  properhes 
Profit (loss) on dlsposlt~on of assets 
Taxes other than on Income 

Interest Income 

Interest expense 

Income from Investments 
Equity investment lncome 
Div~dends 
Capital gains, 

Realued 
Unrealized 

Other income (expense) 
Agmcultural productlon (?) 
Currency exchange gains (losses) 
Other 

Taxes on income 68 

Mlnorlty Interest (need thlsg) 
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TURKMENGAS ENTERPRISE 
EXPLORATION AND PRODUCTION 

DRAFT MODEL OF BALANCE SHEET 
(For d~scuss~on purposes) 

ASSETS 

Current assets 

Cash and cash equivalents 

Trade recelvables net of allowance for doubtful accounts 

Rece~vables from affiliates 

Recelvables from associates 

Other assets (other recelvables and prepald expenses) 

Total current assets 

Long term assets 

Property Plant and Equipment at cost 
011 and gas properties 
Support equlpment and facllltles 
Constructions and wells In progress 
Other 

Sub-total 
Less Accumulated depreciat~on depletion and 

amortlzatlon of property,plant and equlpment 

Net property, plant and equlpment 

Long-term Investments & receivables 
Equlty securltles 
Afflllates 
Assoaates 
Unused land and fac~lltles 
Other 

Total long term assets 

Total assets 



TURKMENGAS ENTERPRISE 
EXPLORATION AND PRODUCTION 

DRAFT MODEL OF BALANCE SHEET 
(For d~scuss~on purposes) 

LIABILITIES 8 EQUITY 

Current L ~ a b ~ l ~ t ~ e s  

Short term debt 

Accounts payable-trade 

Payables to afil~ates 

Payables to assoc~ates 

Taxes payable 

D~v~dends payable 

Other current l~ab~l~t~es 

Total current l~ab~l~ttes 

Long term I~abtl~t~es 

Long term debt 

Loans from Afil~ates 

Loans from Assoc~ates 

Deferred Income taxes 

Penston and other employee benefits 

Other (deferred revenuelprepayments) 

Total long term l~ab~l~t~es 

Total l ~ a b ~ l ~ t ~ e s  

Stockholders equlty 

Share cap~tal 

Add~tlonal pa~d In mp~tal 

Revaluat~on surplus 

Statutory reserves 

D~stnbutable eamlngs 

Currency translat~on adjustment 

Unreal~zed galn on Investments 

Total stockholders equ~ty 

Total i ~ a b ~ l ~ t ~ e s  and stockholders equ~ty 



TURKMENGAS ENTERPRISE 
EXPLORATION AND PRODUCTION 

DRAFT MODEL OF INCOME STATEMENT 
(For d~scuss~on purposes) 

Operatlng revenue 
Sales to external customers 

Natural gas 
Crude 011 and liquids 
Other 

Sales to affiliated companies 
Natural gas 
Crude 011 and liquids 
Other 

Total operating revenue 

Operating costs 
Product costs and operatlng expenses 
Selling general and administrat~ve 
Exploration including dry hole costs 
Depreciation depletion and amortization 
lmpalrrnent of 011 and gas properties 
Other 

Total operatlng costs 

Operatlng income 

lnterest Income and expense 
lnterest incorne 
Interest expense 
Capltallzed interest 

Net interest income (expense) 

lncome from investments 
Equlty Investment lncome 
Dividends 
Capltal galns realized 
Capltal gains unrealized 

Other lncome (expense) 
Currency exchange gains (losses) 
Other 

Total other 

lncome before income taxes 

Taxes on income 
Current income taxes 
Deferred income taxes 

Total lncome taxes 

lncome before extraordinary Items 

Extraordinary galns (losses) 

NET INCOME 
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COMMENTS ON KAZAKHSTAN 
ACCOUNTING STANDARDS 

August 9,1998 

With regard to the Expert Group's request for comments on the proposal to use the Kazakstan 
Accounting Standards, ("KAS") as a model for developing internationally acceptable accounting 
standards for oil and gas operations in Turkmenistan, we are pleased to provide you with the 
information summarized below Prior to makrng a comprehensive review of each of the KAS, rt 
would be helpful to review the following comments and questions 

1 The objective(s) of implementing the use of International Accountrng Standards for Oil and 
Gas Operations m Turkmenistan should be clearly stated 

The Introductory Section of the proposed Turkmenistan Accounting Standards ("TASY) 
should include an explanation of why there is a need for Turkmengaz and Turkmenneft to 
prepare financial reports based on International Accounting Standards ('?AS") If it is 
primarily because of the new Petroleum Law, which requrres Contractors to maintain 
accounting records in compliance with international practice for bookkeeping and petroleum 
industry practices, then it would appear that only entities operating under the Petroleum Law 
(entities holding an exploration or production license) would be required to comply with the 
new TAS? Other reasons, if any, for the state entities to prepare financral reports based on 
IAS should also be noted As explained under Item 3 below, a clear understanding of the 
objective(s) would be very useful in developing the TAS and in identifying the reporting and 
disclosures that would be required of Turkmengas and Turkmenneft 

2 Provide a clear definition of the "petroleum operatrons" and companies that will be requrred to 
comply with the new Turkmenistan Accounting Standards 

Although it IS obvious that the new TAS would apply to oil and gas exploration and 
production companies operating under the Petroleum Law, it is not clear to us whether 
all enterprises performing geological studies, science, construction, trade, and drilling 
services would be legally required to adopt the new TAS Whether or not the state 
service entities would need to convert to TAS, would depend on whether the service 
organizations would be owned, operated or controlled by Turkmenneft and/or 
Turkmengas, and included in the consolidated financial reports of these enterprises 
Recommendation Develop a list of all state enterprrses and related subsidlarres that 
would be required to particrpate in the conversion to the new TAS Also, indicate whether 
or not lndustrres or companies (state, private, or foreign owned) excluded from the Irst, 
would have the right to use the new TAS for local financial reportrng, if they so choose 
Addrtlonally, consider requiring all forergn entities operating in Turkmenistan (not only 
petroleum contractors) to prepare their local reports based on the new TAS 

Hagler Badly 



3 International financial reporting standards and disclosures for state or privately owned 
companies are not nearly as comprehensive as for companies having public ownership 
Ouestlon Should the TAS, the Chart of Accounts, and d~sclosure standards to be 

developed for Turkmengas and Turkmenneft be based on the assumption of continued 
100% state ownership in the foreseeable future? Or should the TAS be developed 
under the assumption of full or partial public disclosures of oil and gas operating 
results? 

4 The Consolidated Report of Turkmengas Concern for the year ended December 3 1,1997 
consists of SIX c C d i ~ i ~ i ~ n a l "  consolidations (Production, Pipelines, Drilling, Construction, 
Science, and Trade) If all these divisions remain under the ownership or control of the 
Turkmengas Concern, it may be necessary for IAS reporting purposes to provide a 
consolidated report which would combine the financial operating results, assets and liabil~ties 
of the six divisions Recommendation Prepare a model "Consolidated Financial Report" 
(Balance Sheet, Operating Income, and Cash Flow Statement) combining the six divisional 
actual operating results for 1997 

5 Kazakstan Accounting Standard 20 - Reporting in 011  and Gas producing Companies ("AS 
20'7, appears to have been an attempt at summarizing most (but not all) oil and gas related 
accounting standards into one standard In Turkmenistan, were the Accounting Standards are 
being developed primarily for use by oil & gas operations, AS 20 could be eliminated by 

including the oil and gas specific accounting topics under the appropriate AS sectlons For 
example, AS 5 Revenue could be expanded to address oil and gas revenue accounting 
Likewise, AS 6 Fixed Assets could be renamed "Property, Plant, and Equipment" and be 
expanded to include a section on accounting for Undeveloped and Developed Lease (Minerals 
Concession) Property, and Amortization of Capitalized Lease Development Costs If AS 20 is 
eliminated, a general summary of information on oil & gas accounting, reporting and 
disclosures should probably be included, or added, to the chapter on the "Conceptual 
Framework for the Preparation and Presentation of Financial Statements " 

6 There appears to be some inconsistent, incomplete and missing definitions of the accounting 
terminology and translations used in the various KAS and the initial drafts of proposed TAS 
Recommendation Develop a separate table of definitions of terminology in alphabetical 
order, with each definition providing reference to all the AS in which the definitions are used 
This would also eliminate the need to include a section for definitions under each TAS 

7 With regard to the new or expanded Chart of Accounts, I agree that it would be desirable to 
minimize the additlon of new accounts and re-numbering (and re-naming) of the old accounts 
However, the reason this was done in Kazakstan most likely was to provide for a chart of 
accounts structure that could be used and expanded to accommodate computerized accounting 
and financial reporting systems In developing an expanded Chart of accounts for Oil and Gas 
accounting in Turkmenistan, we could develop a dual accounts table showlng both the old and 
proposed new account codes and descriptions Those entities preparing manual books could 
then opt to continue using the old account codes, as supplemented with new accounts, whlle 
foreign companies and any state enterprises antlcipatlng converting to computerized 
accounting could choose to use the "new" Chart of Accounts coding structure 
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8 In the proposal for adoption of the new TAS, identify and outline any proposed revisions that 
would be required to Turkmenistan's current accounting and tax laws and regulatlons to 
accommodate reportrng under the new TAS For example, rt would appear that regulatlons 
regarding "Products Costs" would require significant changes or a complete re-write (see 
Hagler Bailly comments on "Products Costs", dated August 7, 1998) 

9 Will the financial reports developed under the new TAS be a replacement of ,  or in addltion 
to, the reports currently prepared for tax and government reportrng' 
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WORK PLAN DEVELOPMENT OF UNIFORM PRINCIPLES AND FORMS FOR REPORTING, M-2 

WORK PLAN DEVELOPMENT 
OF UNIFORM PRINCIPLES AND FORMS FOR REPORTING 

FOR OIL AND GAS OPERATIONS 
IN TURKMENISTAN 

Review and develop an understanding of the current methods, reports and procedures(or lak 
thereof) for the reporting of petroleum activities by domestic and fore~gn enterprises to the 
Turkrnenlstan author~ties Identlfy areasneeding improvement Solicit ideas and suggestions 

Develop a general understanding of financial, technical, operational and statistical reportig 
performed in other countrieswhere petroleum operationsare governecby Production Sharing 
Contracts and Joint Venture Agreements 

Develop a framework describing he purpose, basis, overall requ~rements, and objectives of 
the Uniform Princxples and Forms for Reporting Petroleum Operations In Turkmenistan 

Each functional authority (technical, financial, and organizational) within the relevant 
government ministnes,agencies, and the Competent Body, should review and determine then 
informational needswith respect to their responsibility for overseeing and reporting on the 
activities of the petroleum industry, and monitoring compliance with technical, ecological 
and other regulations 

Describe the use and purpose of each information requirement Understanding the specific 
reporting requirements is essential to developing the appropriate reporting formats and 
instructions Also, justifying the need for the information will tend to limit the amount of 
information requested 

Identify the reporting obligationsof the Contractors and Subcontractor as described in the 
Petroleum Law, Model Production Sharing Contract ("PSC"), Model Joint Vature Contract 
("JVA"), and the Accounting Procedure (whlch is an attachment to both the PSC and the 
JVA), and determine whichof the reporting requirementswill require pre-determlnedformat 
and/or further instructions to assure proper and uniform reporting 

Begln drafting the Uniform Reporting Forms and Instructions in coordination with the 
Competent Body and other relevant ministries and agencies, if any 

Review and revise the draft of the Uniform Reprting Forms and Instructions to provide for 
consistency of formats and instructions and to eliminate duplicate reporting requests 

Circulate the draft of the Unlform Reporting Forms and Instructions to the appropriate 
ministries and agencies for comments and suggestions 

Update the draft the Uniform Reporting Forms andInstructionsbased on comments received 
and submit to the heads of the Expert Council for "final" review and comments 
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WORK PLAN DEVELOPMENT OF UNIFORM PRINCIPLES AND FORMS FOR REPORTING, M-3 

, Prepare a final document of the Un~form Reporting Forms and Instructions based on 
comments received from the members of the Expert Counel and subm~t to the Competent Body 
for approval and ~mplementat~on 

b Prepare an outline of theproposedImplementationPlan to ~dent~fy the reources and steps that w3l 
be taken to assure successful ~mplementat~on of the Unlform Reporting forms and lnstructlons 
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First Draft April 29. 1998 

FRAMEWORK FOR DEVELOPMENT 
OF UNIFORM PRINCIPLES 

FOR REPORTING OIL AND GAS OPERATIONS 
IN TURKMENISTAN 
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FRAMEWORK FOR DEVELOPMENT OF UNIFORM PRINCIPLES FOR REPORTING N-3 

1 PROJECT TEAM 

For the purpose of implementing Decision No 3 0 1, dated January 3 1 1998, of the 
Expert Council of the Competent Body for the use of hydrocarbon resources, a 
"Permanent Expert Group" was established for the purpose of developing Uniform 
Principles of Reporting Petroleum Operations in Turkmenistan ("Uniform Petroleum 
Reporting Procedures") 

The Project Team consists of - - 3 (Identify the members of the Project Team and/or 
job titles and /or the busmess areas and/or the ministnes and agencies they 

represent) 

2 OBJECTIVE 

The objective of the Umform Petroleum Reporting Principles is to develop reporting 
procedures, formats and instructions ("Reporting Procedures") that will enable the 
Competent Body to oversee petroleum operations in Turkmenistan The purpose of the 
Reporting Procedures will be to collect information on the activities performed under 
each Joint Venture Agreement ("JVA") and Production Shmng Contract ("PSC") The 
information will enable the Competent Body to monitor operations and identify and 
inqure into any aspects of operations that may be of concern, and to determine 
contractor's compliance with respect to fulfilling its work program commitments and 
other contractual and financial obligations 

(Is it the intent of the Competent Body to coordinate and collect all technical, 
statistical and financial data relating to Petroleum operations, or wlll there be 
additional reporting to other ministnes or agencies?) 

With regard to petroleum operations performed under a JVA or PSC the Management 
Committee whch w l l  have equal representation from the Contractor and the 
Competent Body, will oversee and supervise matters related to general policies, 
procedures and methods of conducting petroleum operat~ons Additionally, the 
Management Committee w11 review and control the award of major contracts, and 
review and approve Work Program and Budgets It is not the intent of the Reporting 
Procedures to establish duplicate responsibility reporting and approval processing 
requirements with regards to any matters to be detemned by the Management 
Committee 

It is recogmzed that each company has its own accounting systems, budgeting, 
financial and other reporting procedures and practices whch are essential for 
generating reports to company management, joint venture partners, and to the 
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FRAMEWORK FOR DEVELOPMENT OF UNIFORM PRINCIPLES FOR REPORTING N-4 

Management Committee It is not the intent of the Reporting Procedures to replace 
such systems and reports, but rather to develop a uniform set of principles and forms 
for reporting of financial, statistical, regulatory compliance and other information to be 
collected by the Competent Body Each company should rely on its own internal 
systems, methods and procedures to generate and prepare the information to be 
reported 

3 ENTITIES REQUIRED TO REPORT 

Any foreign or domestic enterprise or person involved in the exploration, production, 
transportation, processing, and refinmg of oil and gas and other petroleum products 
mll  be requlred to prepare and submit the appropriate reports and forms 

With regard to operations under a Joint Venture Agreement or a Production Shmng 
Contract, the designated Operator of the petroleum operations under the contract shall 
perform the requlred reporting on behalf of itself and the Non-Operators The amounts 
reported wl l  be the gross amounts of works performed, and the gross amount of 
production, revenues, and expenses recorded on the books and records of the venture, 
including the participating share of any Turkmemstan state entity interest in the 
venture In the event of the distnbution of production in hnd, the Operator is only 
obligated to provide information on the quantities of production lifted by each Non- 
Operator In such an event, each of the Non-Operators becomes obligated to report its 
revenue, pncing and other related information 

4 LEGAL BASIS FOR REPORTING 

With regard to oil and gas operations, the legal basis for accounting and reporting 
requirements are defined in the Petroleum Law, the model JVA and PSC and Annex D 
- Accounting Procedure (Where is the legal basis for accounting and reporting for 
pipelines, transportation, refining and marketing operations defined?) 

5 REPORTING STANDARDS 

Reporting of financial information shall be based on accounting records maintained 
according to International Accounting Standards Technical and other information 
regarding petroleum operations shall be reported in accordance with good international 
practices in the petroleum industry Reporting entities will be held responsible and 
liable for rmsrepresentations, gross negligence and omissions, or filure to comply 
wlfh the reporting requirements 



FRAMEWORK FOR DEVELOPMENT OF UNIFORM PRINCIPLES FOR REPORTING N-5 

For identification and reference to reporting requirements identified in the Petroleum 
Law, the Model PSA and Annex D, Accounting Procedure, please see the attached 
E h b i t  A, Statutory Reporting Requirements - Exploration and Production 

6 IMPLEMENTATION 

(Prepare a summary descnbing the resources needed and steps required for 
successfully implementing the Reporting Procedures) 

QUESTIONS & ISSUES 

Allocation methods 

Tendenng Procedures & Process 

Budget accountability and reporting 

Assets/Inventories belonging to the State 
- Accountability 
- Sale/transfers 

Level of detail information needed? 

-Major Categones Exploration, Development, Production, Transportation & 
Pipelines, Refimng, etc 

-Cost Center Concession, Producing Fields, Reservoir, etc 7 

-Department G & G, Engineenng, PurchasingNatenals, Administration? 

-Project Reporting Wells, G & G projects (seismic, surveys, data 
processing), etc 

Hagler Badly 



UNIFORM PRINCIPLES FOR REPORTING 
OIL AND GAS OPERATIONS IN TURKMENISTAN 

Statutory Reportr ng Requr rements 

REPORT DUE DATE / FREQUENCY REFERENCE REPORT TO 

Minimum Exploration Work and Expenditure Obligation 

1 In~tial Perlod Commence work with~n 90 days PSA41 1 & P S A 6 1 2  
2 First Renewal Period 90 days prior Initial Period expiration PSA 4 1 2 & PSA 3 2 2 
3 Second Renewal Period 90 days pr~or to F~rst Renewal expiration PSA 4 1 3 & PSA 3 2 2 

Bank Guarantee, 
4 Initial Period 60 days after Effect~ve Date 
5 Flst Period Renewal 30 days after Renewal Date 
6 Second Per~od Renewal 30 days after Renewal Date 

7 Advlce of material developments Promptly when occurred or foreseeable PSA 6 1 2 m Competent Body and 
Management Comm~ttee 

8 Estimated Production Schedule Prior to first day of each Calendar Quarter PSA 6 1 2 p Management Commlttee 

9 Actual Production Reports 30 days after each Calendar Quarter PSA 6 1 2 q Management Committee 

10 Well Complet~on Reports 30 days after completion of Well PSA 8 2 Competent Body 

1 1 Dally Drllllng Reports Dally PSA 8 3 a Competent Body 

12 Weekly Geophysical Report Weekly PSA 8 3 a Competent Body 

13 Quarterly Operations Report 30 days after each Calendar Quarter PSA 8 3 b Competent Body 

14 Annual Operations Report 2 months after Calendar Year PSA 8 3 c Competent Body 

15 Completion of Major Elements 
or Unforeseen Events When completed or foreseen PSA 8 3 d Competent Body 

16 A11 Technical Data As directed by Competent Body PSA 8 7 Competent Body 

17 Work Program and Budget 90 days pnor to Calendar Year PSA 1 1 1 Budget and Revlslons 
Subm~tted to and approved 18 

Rev~sed Program & Budget If any budget Item exceeded by 10% PSA 11 6 by Management Comm~ttee 
or overall budget exceeded by 5% 

19 Discovery Not~ce 30 days after discovery PSA 12 1 Competent Body 

20 Appraisal Work Program After d~scovery PSA 12 2 Management Committee 



UNIFORM PRINCIPLES FOR REPORTING OIL AND GAS OPERATIONS IN TURKMENISTAN 

Statutory Reportrng Requ~rements 

Page 2 of 2 

REPORT DUE DATE / FREQUENCY REFERENCE REPORT TO 

2 1 Appraisal Report 90 days after Appraisal Work Program PSA 12 3 Management Committee 
22 Development Plan & Budget 180 days after Discovery Notice or PSA 12 4 Management Committee 

Appraisal Report 

23 Annual Production Forecast 90 days prior to Calendar Year PSA 12 7 Management Committee 

24 Quarterly Cost Recovery 30 days after each Calendar Quarter PSA 13 9 Management Committee 
Calculatlon 

25 Annual Estimated Cost Recovery 30 days before each Calendar Year PSA 13 10 Management Committee 

26 Quarterly Cost Recovery Updates 30 days afier each Quarter PSA 13 10 Management Comm~ttee 

27 Valuat~on of Crude Oil At the end of Calendar Quarter PSA 14 1 Competent Body Approval 

28 Income Tax Declaration 60 days after each Calendar Year PSA 16 3 Tax Authority 

29 Payment of Profits Tax 90 days after each Calendar Year PSA 16 3 Tax Authority 

30 Marketing and L~ftlng Program 12 months prior to commercial production PSA 17 2 Management Committee 

3 1 Employment and Tralnlng Report 30 days after each Calendar Year PSA 2 1 1 Competent Body 

32 NationalIExpat Employment Rpt 30 days after mid-year & Calendar Year PSA 24 2 Forward to Government 

33 Environmental Protection Program Before commencement of work PSA 28 Competent Body 

34 Insurance Program After Effective date & before activity PSA 30 2 Management Committee 

35 Royalty Calculation and Payment 15 days after each Calendar Quarter PSA 34 3 Pay to Government 

36 Audited & Certified Accounting 90 days after each Calendar Year PSA 36 2 CPA acceptable to 
Records of Revenues and Costs Competent Body 

37 Chart of Accounts Outline, and Submit 90 days after the Effective Date AP 1 2 Competent Body 
Records and Reports and agree on Accounting System withln 

180 days after Effective Date 



SCHEME FOR REPORTING FINANCWL INFORMATION 
BY FOREIGN OIL COMPANIES WORKING UNDER PSA 

DRAFT FORMS FOR REPORTING 

Hagler Badly 



FRAMEWORK FOR DEVELOPMENT OF UNIFORM PRINCIPLES FOR REPORTING 0-2 

FRAMEWORK FOR DEVELOPMENT OF UNIFORM PRINCIPLES FOR 
REPORTING OIL AND GAS OPERATIONS IN TURKMENISTAN 

DRAFT May 8,1998 

STATUTORY REPORTING REQUIREMENTS - EXPLORATION AND PRODUCTION 
OPERATIONS 

DESCRIPTION OF REPORT FORMS - TURKMENISTAN OIL AND GAS (TOG) 

ADMl Summary of General and Admln~stratlve Expenses 
The purpose of this report is to summarize total General and Adrnln~strative 
Operating Expenses by major expenditure categories and by functional 
activities After deducting from total General & Administrative costs, any 
dlrect Charge Outs made to G & G projects, wells drilled and development 
costs, and addlng Admlnlstrative Overhead Charges from overseas, the 
balance of General & Administrative operating expenses is allocated to Non- 

Capital 011, gas and condensate operations 

EDEl Summary of Exploration and Development Expendltures 
This report summarizes expenditures incurred for G & G, Drill~ng, and 
Development costs These costs are distributed to Capital and Non-Cap~tal 
costs as appropriate According to the model Productlon Sharlng Contract all 
Pre- Productlon expenses will be capitalized 

POEl Productlon (Lease Operat~ng) Expenses - Summary 
The report lrsts Indirect Lease Operat~ng Expenses and Dlrect Production and 
Operat~ng expenses for gas, 011, and condensate operations by major expense 
categories The report also shows the total amount of Indlrect expenses directly 
charged out andlor allocated to oil, gas and condensate production Such Indirect 
allocable expenses include general, adm~nistrative and other expenses of distrlct 
and field offices 

SUM1 Expendltures Summary 
This report is a summary of lnformatlon generated and extracted from the above 
three reports (ADMI, DE1, and OPRI) The purpose of this report 1s to show 
distribution of Exploration, Development, Production, General Adrnmlstrat~ve, 
and Administrative Overhead Charged to Non-Capital and Capital costs, and to 
determine the amount of contractor Cost Recovery Entitlement 



FRAMEWORK FOR DEVELOPMENT OF UNIFORM PRINCIPLES FOR REPORTING 0 - 3  

DDAl Summary of Cap~tallzed Costs, and Amort~zat~on& Depreciation Expense 
Thls report shows beglnn~ng balances, current year additions, and ending balances 
of assets and amortization & depreclation Th~s  schedule can only be used for 
calculating straight line depreciation If a declining balance method of 
depreclation is used, a new form will have to be added each year to keep track of 
assets and deprec~atlon by year of assets acqulsltlon 

RCPl Summary of Revenue, Cost Recovery, and Profit S p l ~ t  
This form is prepared to determine the amount of Contractor's Cost Recovery and 
Profit Sllt between the Contractor and the Government of Turkmenistan Thls 
form also Includes the calculation of the R Factor as defined in the Product~on 
Sharing Contract 

LSBlG Lifting, Settlement and Balances Summary 
This report shows Contractor's and the Government's actual lifttng for the current 
quarter and year to date, contractor's lifting entitlement, overlunder lift, and 
overlunder lifts settled by cash, if any Also included on thts report is calculation 
of Weighted Average Price and the Lifting Price Variance, as provided for in the 
Productlon Sharing Contract 

INDl Reserves, Production, Inventones and Lead~ng Indicators 
This report ~ncludes balances, additions and other changes In Proved Reserves 
balances Additionally, the report includes Product~on and Inventory quanttties, 
and Leading Indicators for oil and gas exploration and production act~vities 

Hagler Badly 



QUARTERLY FINANCIAL REPORTING OF PETROLEUM 
EXPLORATION AND PRODUCTION 

COMPETENT BODY TURJCMENISTAN 
REPORTING FORMS 

Capital I 1 ~ a l c u l a t ~ o n  of R Factor I 
I 1 

ADMl 
General &Admlnlstrat~ve 

EDEl 
Exploratlon and Development 

Operating Expenses Expend~tures 

By Expense Category 
By Functional Actlvlty 

G &G 
Drllllng 

Dlrecf Charge Outs 
Admlnlstratlve Overhead Development 

I lNDl I I LSBl 
Llfttngs Settlements and Balances I 

I Reserves Product~on lnventor~es 
and Leadlng Ind~cators LlRlng Status 

Wel~hted Average Prlce 

POEl 
Product~on Operating Expenses 

lndlrect Lease Operat~ng Expenses 
D~rect LeaseProduct~on Expenses 

DDA l 
Assets and Depreclatlon 

Cap~ta l~zed  Costs 
Arnortrzatlon & Deprec~at~on 

SUM1 
Expendltures Summary 

RCPl 
Revenue Cost Recovery 

and Profit Fp l~ t  

I 
Exploratlon Development Productlon 

and Admlnlstratlve & General I 'I Contractor Cost Recovery 
Non Capltal Profit Spllt 1 



suo~~a~ado sag 3 110 1e)ol 
suolje~ado seg lelol 

luawdolanaa lelol 
sa6~eq3 IsaJalul 

sls~ lualudolanaa JaqlO 
6U1111Ja luawdolana 

UOI~~JO~~X~ let01 
6ullllJa uolle~oldx3 
uolle~oldx3 3 '8 3 

JeaMJaueng 8xaN 03 pJenruod 
pawe3 saJn)lpuadx3 110 le11de3 uo~ 

hanooaa $so3 Jeah luaJJn3 se 
pajanooaa sa~ngpuadx3 110 le)lde3 uo~ 

suonelado 110 I~PL 

sa6~eq3 lsalalul 

-- 

1VO I lVlldV3 I lVlldV3 NON lV101 I lVlldV3 I lVlldV3 NON 
31V0 01 MV3A M31tIVnD lN3MHn3 



COMPETENT BODY TURKMENISTAN FORM TOG ADM1 
PRODUCTION SHARING CONTRACT 

Contractor Area SUMMARY OF GENERAL AND 
Contractor ADMINISTRATIVE EXPENSES 
Perlod Ended (Amounts ~n Thousand Dollars) 

Professional Servlces 

Total General and Admlnlstratlve Gross 

General and Administrative Expenses by 
Deparbnent Less Direct Charge Outs 
Adm~nlstratlon and Finance 

General Servlces 

Less Dlrect Charge Outs 

Total General and Adrnln~stratlve Net 

Administrative Overhead Charges 
Home office overhead 

Net General 8 Administrative and Overhead 

r a l 8  Administrative 



COMPETENT BODY TURKMENISTAN 
PRODUCTION SHARING CONTRACT 
SUMMARY OF EXPLORATION AND 

Contractor Area DEVELOPMENT EXPENDITURES 
Contractor 
Perlod Ended 

FORM EDEI 

(Amounts In Thousand Dollars) 

Total G & G Expenditures 

Non Capital 011 Exploratlon 
Non Capital Gas Exploratlon 

10 Capital 011 Explorat~on 
11 Capital Gas Explorat~on 
12 

DRILLING AND DEVELOPMENT 
Exploration Drilling 

011 wells 
17 Gas wells 
18 Total Exploratlon Drllllng 

P 
Non Capital011 Exploratlon Drllllng 
Non Capital Gas Exploratlon Drllllng 
Capital 011 Exploratlon Drllllng 
Capital Gas Exploratlon Drllllng 

Total Development Drllllng 

Other Development Costs (Capital) 

Total Other Development 

Total Drllllng and Development 
Total Exploratlon and Development 



COMPETENT BODY TURKMENISTAN FORM TOGPOEI 
PRODUCTION SHARING CONTRACT 

Contractor Area PRODUCTION (LEASE OPERATING) EXPENSES 
Contractor SUMMARY 
Period Ended (Amounts in Thousand Dollars) 

Th16 Quarter 
Aclual 1 Plan lOver(Under) Expendolure Category 

1 I I INDIRECT LEASE OPERATING EXPENSES 
2 (Dtstrtct 8 Fteld Ohices and Support Services) 

Salaries Wages and Benefts 
General 8 Administrative 
Technical services 
Materlals Services 

1 71 1 Transportation 

Total lndlrect Lease Operatong Expense 1 :i-1 P D~rectCharge-Outs 
Net lndlrect Operatlng Expense 

12 
13 Allocation of Net Indirect Ooeratlna Ex~ense 
14 oil Production 
15 Gas Production 
16 Condensate Productton 
17 
18 DIRECT OPERATING COSTS GaslO~VCond 
19 
20 Dlrect Operating Expenses Gas 
21 Salaries Wages and Benefns 
22 Contract labor and services 
23 Mater~als Suppiles and Fuel 
24 Well workover operations 
25 Storage Handllng and Transportation 
26 Other lease properly costs 
27 
28 Total Direct Operating Costs Gas 
29 
30 Dlrect Operatong Expenses 011 
31 Salarles Wages and Benefds 
32 Contract labor and services 
33 Materoals Supplles and Fuel 
34 Storage Handling and Transportation 
35 Well workover operations 
36 Secondary recovery operations 
37 Other lease properly costs 
38 
39 Total Dlrect Operallng Expenses Oil 
40 
41 Dlrecl Operating Expenses condensate 
42 salaries wages and Benefns 
43 contract labor and services 
44 Materials Supplles and Fuel 
45 Storage Handling and Transportation 
46 Workover operattons 
47 Secondary recovery operations 
48 Other lease properly costs 

Total Direct Operattng Expenses Cond 

Total Dlrect Gas 011 &Condensate 

Total lnd~rect 8 Dlreci Operatlng Expenses 

Year To Date Total Year 
Aclual I Plan lover (Under Plan 



COMPETENT BODY - TURKMENISTAN 
PRODUCTION SHARING CONTRACT 

Contractor Area SUMMARY OF CAPITALIZED COSTS AND 

FORM TOG-DDA 1 

Contractor AMORTIZATION AND DEPRECIATION EXPENSE 
Pertod Ended (Amounts In Thousand Dollars) 

TOTAL 

Balance 
12/31 198 

(L) 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

26 

Asset Descrlpt~on 

Productton Factltt~es 

Utllltles tnstallat~ons 

Camp Houslng and Warehouse 

Office Furn~ture and Ftxture 

L~ft~ng Cranes and Equ~pment 

Plpellne 

Drlll~ng Rig 

Selsmtc Equ~pment 

Dr~lllng Tools 

Trucks 

Autornob~les 

Other 

27 

28 

29 

Total 
W D  

Balance 
1/1/98 

Thlrd 
Qtr 

Percentage 
Rate 

Capltallzed Assets 
Add~t~ons 

Current Year 

---- 

(K) 

Fourth 
Qtr 

F~rst 
Qtr 

-- - 

Balance 
111 198 

Balance 
12/31/98 

Deprec~at~on 
Second 

Qtr 

(1) 

Depreciation Recovered as Cost Recovery 

Deprec~at~on Carried Forward to Future Cost Recovery 

(A) I (8) I (c) I (0) 1 (El (J) (GI (F) (H) 



COMPETENT BODY TURKMENISTAN FORM RCPl 
PRODUCTION SHARING CONTRACT 

Contractor Area SUMMARY OF REVENUE COST RECOVERY 
Contractor AND PROFIT SPLIT 
Period Ended (Amounts in Thousand Dollars) 

GROSS REVENUE 
Natural Gas 

4 I I UII 
5 Condensate 
6 I I Gross Revenue 

Tolal Year This Quarter 

7 
8 ROYALTY 
Q Natural Gas 

10 Oil . . 

Year To Date 

CONTRACTORS COST RECOVERY 
Current Year Operatlng Costs 

17 Current Year Depreclatlon 
18 Carry Forward Operatlng Costs 

Actual I Plan lover (Under) D e s c r l p t l o n  

I I Carry Forward Depreciation 
Total cost Recovery 

: $ l I P R O F n  TO BE SPLIT 

0 I I I I I 
Actual I Plan lover (Under) 

Governments Share 
Based on R Factor Calculatlon 
Government Royalty 

27 Contractor Income Tax Payment 
28 Total Government Share 

Plan 

Contractors Share 
cost Recovery 
Proid Share Based on R Factor 

33 Less Income Tax Payment 
34 Total Contractor Share 
35 

ANNUAL CALCULATION OF R FACTOR lnce bon lo Date Cunent Year 
Prior Year End Actual 

40 

A Cumulattw Contractor Revenues -1 Cost Recovery 
41 Proitt Petroleum . . 

142- Total Revenue 1 I I 
0 Cumulatrve Contractor Expenses. 

Development Expendttures 
Operatlng Expenses 

Total Contractor Expenses 

1 ~il+lR .-- Factor - (Ref PsA Art~cle 13 14) - 
JJ 

52 
53 

I I 
I 

(A) I (8) I (C) I (0) I (E) I (F) 1 (G)  I (H) 



CASH SETTLEMENT OF OVER (UNDER) LIFT 
Amount pard to Government 

24 -- Amount pard to Contractor 

COMPETENT BODY TURKMENISTAN FORM TOG LSBlG 
PRODUCTION SHARING CONTRACT 

Contractor Area LlFTlNGS SETTLEMENT AND BALANCES SUMMARY 
Contractor GAS OPERATIONS 
Per~od Ended (Amounts ~n Thousand Dollars) 

BALANCE DUE TO (FROM) GOVERNMENT 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 - .  

CALCULATION OF WEIGHTED AVERAGE PRICE 
TOTAL LlFTlNGS 
WEIGTHED AVERAGE PRICE US $ 

I I 

CURRENT QUARTER 
MMCF US$ 

JL I 

DOLLARS DOLLARS 1131 LIFTINGS ENTITLEMENT / CONTRACTOR LIFTING PRICE VARIANCE / LlFTlNGS I ENTITLEMENT 
I 

I l Q I - y  LlFTlNGS 

D e s c r l p t l o n  
LlFTlNGS 

Government of Turkmen~stan 
Export 
Domest~c 

Contractor 
Export 
Domestlc 

Total Llftlngs 

CONTRACTOR ENTITLEMENT 
Cost Recovery 
Prof~t Share 

Total Contractor Ent~tlement 

CONTRACTOR LIFTING STATUS 
Contractor L~ft~ngs 

(OVER) UNDER 

YEAR TO DATE 
MMCF U S $  

Fi- 
t,.- 

P 

LlFTlNGS 

COST RECOVERY I 

Contractor Ent~tlement 
Over (Under) L ~ f l  Current Per~od 

Over (Under) Lift Balance Begtnnlng of Per~od 
Over (Under) LIR Balance End of Per~od 

I PROFIT SHARE 1 

.., 

I I I 1 
TOTAL 

47 
48 
49 
50 
51 
52 (A) (C) 

VARIANCE FAVORABLU(UNFAV0RABLE) 

(D) (E) (F) 



COMPETENT BODY TURKMENISTAN 
PRODUCTION SHARING CONTRACT 

FORM TOGINDI 

Contractor Area RESERVES PRODUCTION INVENTORIES 
Contractor AND LEADING INDICATORS 
Perlod Ended (Amounts in Thonsand Dollars) 

Th15 Quarter Year To Date 
Aclual 1 Plan [Over (Under) D e r o r l p t l o n  Actual I Plan [Over (Under) 

1 I !  PROVED RESERVES I I I - . . . - - . . 
Beglnnlng Balance 
Beglnning Reserves Reassessments 
Extension and Dlscoverles 

8 
9 GAS (MMCF) 

10 Beglnnlng Balance 
11 Beginning ReSeNeS Reassessments 
12 Extenslons and D~scoveries 
13 Production 
14 Ending Balance 
15 
16 Proved Developed Resewes 
17 Beginning Balance 
18 Ending Balance 
19 
20 PRODUCTION AND INVENTORIES 
21 OIL (MBBL) 
22 Beginning Inventory 
23 Production 
24 Slte Consumption and Loss 
25 Lming 
26 End~ng lnventoly ... 

GAS (MMCF) 
Beglnnlng lnventory (In TransH) 
Production 
sne Consumptlon and Loss 

32 Lntlng 
33 End~ng Inventory 

35 LEADING INDICATORS 
36 Number of Producing Fields 
37 Number of Wells Operatlng 
38 Number of Wells Shut In 
39 
40 Average Unn Production Cost 
41 Gas $/MCF 
42 011 $BBL 
43 Condensate 5BBL 
44 Average per BBL 011 Equwalent 

51 I I 
Exploration Wells Drilled 

I I Exploration Wells Drllled Successful 

Total Investment to Date per Operatlng Well 
lnvestment to Date per BBL Equw Reserves 

Development Wells Drilled 
Development Wells Drllled Successful 

Total Footage Drllled 
Total Selsmlc Run (km) 

. 

I I I I I I I 
(A) I (B) I (C) I (D) (E) I (0 I ('3 1 (4 



LIST OF TECHNICAL REPORTS 
NORMALLY PREPARED 

FOR URPSTREAM OIL AND GAS OPERATIONS 

Hagler Badly 



List of Technical Reports P-2 

LIST OF TECHNICAL REPORTS NORMALLY PREPARED FOR 
UPSTREAM OIL AND GAS OPERATIONS 

No Report Reference * Frequency 

1 Well Test Summary Petroleum Monthly 
Regulations? 

2 Production Summary PSA 6 1 2 Monthly 

(9) 

3 Shlpping Summary ? Monthly 

4 Production Forecast PSA 6 1 2 Monthly 
(P) 

5 Liftlng Schedule PSA 17 2 Monthly 

6 Reserves Report Petroleum Annually 
Regulations? 

Purpose 

Reports well tests by completions It is the 
basis for allocation of production to 
lndivrdual reservoirs Usually, the well 
completrons are tested at least once a 
month 

Reports productron by reservolr Well tests 
are used as a basis of allocating production 
fiscalized durlng the month PSA calls for 
quarterly report 

Reports all shipments at the custody transfa 
point The volume of oil measured at the 
Delivery Polnt 1s official volume for the 
purpose of calculat~ng (a) revenue 
(fiscal~zation) and (b) production summary 
Witnessed by Competent Body or its 
representative 

One year forecast of production based on 
approved Work Program and Budget PSA 
calls for quarterly report, however, 
depending on the frequency of Ilftlngs, a 
monthly report may be desirable to better 
coordinate the liftlng schedule 

Based on entitlement, currentover/under Iifi 
position, and approved procedure in 
Market~ng and Llfting Program (See PSA 
17 2) 

Once a year, all reserves related informaticn 
1s examined and reserves calculated 
Reserves Report summarizes by reservolr 
(a) ultimate recovery, (b) amount and 
reason for change, and (c ) remaining 
reserves as of beginntng of the year 



Llst of Technical Reports . P-3 

7 Long Range Forecast PSA 8 7 Annually A Long Range forecast (through depletron) 
based on approved Work Program and 
Budget Though not specrfically 
mentioned, PSA 8 7 pennrb the Competent 
Body to request analytrcal and rnterpretatr~ 
reports 

8 Drilling Report PSA 8 3 (a) Daily Record of drilling, loggmg, caslng, testrng 
completion, and work over operatrons usrng 
a drllllng/workover rlg and estimated dally 
and accumulated costs Also, rncludes 
geolog~cal descript~on of drill cuttings, 
formation tops, and oil and gas shows, ~f 
any 

9 Well Complet~on PSA 8 2 Withln 10 This report could be a part of rtem no 1 1 
Report days Frnal Well Report (see below) 

10 Geophysical Report PSA 8 3 (a) Weekly Report on field geophysical operatrons 

1 1 Final Well Report 8 3 (d) On Flnal report on drilling, loggrng, casing, 
Completron testrng, completion, and worh over 

operations using a drilling/workoverrig a d  
lncludes mud logs, cutt~ng description, well 
logs, actual geolog~cal column, perforatlon~ 
completion dragram, test results etc Recett 
versron of Model PSA allows up to 4 
months 

12 Operations Report Quarterly Report progress of all Petroleum 
& Annually Operations 

* Note All the references are to Model PSA dated March 20,1997 

May 6,1998 


