,Q 7TXUNPHQLVWDQ WKH QHZ /DZ ©$ERXW K\GURFDUERQ UHVR

Regulating a various sort of relations arising at conducting of works, connected with oil
and gas branch, on the country territory, including Turkmen sector of Caspian sea, the Law
creates necessary legal and economic preconditions for dynamical development of domestic
thermal power station and wide international cooperation in power sphere, including - the field
of investigation and extraction of hydrocarbon raw materials, service of the enterprises of the oil
and gas industry, stimulation of investments, attraction in branch of high technologies, the
newest scientific and technical workings out.

Acceptance of the new Law of Turkmenistan ¢About hydrocarbon resourcese is caused
by variety of the reasons and, first of all, those deep changes which occur now in all spheres of a
life of the Turkmen state and a society. Strengthening of the status of Turkmenistan as oil and
gas power, thanks to opening of variety perspective on oil and gas of the deposits largest on
stocks of hydrocarbon deposits, tendencies of development and a conjuncture of the world power
market, activation of partnership with the leading countries of the Euro-Asian continent and the
largest world oil and gas companies, that, in particular, has found the reflection in signing of
long-term intergovernmental cooperation agreements in gas sphere with the European Union,
Russia, Kazakhstan, China, Uzbekistan - all it dictates necessity of development of more flexible
approach to realization of the richest resource potential of the country.

In this plan the new Law, which sphere of application to the same extends both on
domestic, and on the foreign oil companies, became one more important step on a way of
modernization of Turkmen thermal power station, diversification of the international power
cooperation, creation of a favorable investment climate, effective legal and economic
mechanisms of interaction with foreign partners.

Having fixed, that all hydrocarbon resources which are in bowels of Turkmenistan, are a
state sole property, the Law defines functions and powers of the state formations which
competence, in particular, includes the right of their use and management, and also the right and
a duty of national concerns and corporations, the foreign companies and other persons who are
carrying out oil operations; regulates an order and conditions of delivery of corresponding
licenses, the conclusions of contracts, including on production section, about concession, about
joint activity, and also on service services with risk, no less than conditions of stay or
cancellation of these documents in case of what occurrence-or claims and disagreements.

If before the deadline of action of the license for an oil recovery and gas made 25 years
now, in unusual cases, it can be prolonged till 35 years. The given circumstance has important
value at development of the new deposits demanding an investment of considerable investments
in investigating - prospecting works, creations of all necessary industrial infrastructure- such, for
example, as oil and gas deposits of Turkmen sector of Caspian sea. Besides, in the Law it is
concretized the financial, tax and customs policy, the privileges given to national both foreign
investors and the companies that is the important stimulus for attraction in the country of the
foreign capital are defined.

As it was already marked, the national legislation is based on the standard norms of
international law both those international contracts and agreements which are signed by
Turkmenistan. Recognizing their priority, at the same time the Law ¢About hydrocarbon
resourcese strengthens guarantees of observance and protection of national interests. For this
purpose new article is entered into it - "Applicable law" which means, that all connected with oil
and gas sphere agreements and contracts concluded in the territory of the country, are based and
regulated exclusively by the Legislation of Turkmenistan. At the same time it is necessary to
notice, that Turkmenistan is the participant of many international conventions.

As to other innovations the legal and economic status of the State agency on management
and use of hydrocarbon resources is more accurately certain at the President of Turkmenistan
who is allocated by powers on management and use of hydrocarbon resources. As the legal body



Agency installs uniform rules deposits of hydrocarbon resources development, rules and
standards of conducting oil works, holds the international tenders and negotiations with potential
partners, grants licenses and signs agreements, carries out the control over activity of the oil
companies, preservation of the environment. Besides, it can sue or be the respondent under the
claim, get property to have it in the property or to own and dispose of it, including the property,
which state transfers in its using or under its management etc. the Important place in edition of
the new Law is occupied with the questions, concerning pipeline transport. It is defined, that the
main gas pipelines which are a part of a uniform power system of the country and directly
connected with its safety, are a sole property of Turkmenistan. Their building is carried out only
from the permission and with the assistance of the state.

Besides, in the new Law the question on the property right to the property got in the
course of conducting of oil works, and also on the received information on bowels - geological,
geophysical, data on stocks of hydrocarbon resources is settled. By the way, in the decision of
questions of material support the preference should be given to the equipment, materials, other
production made in Turkmenistan, - in the event that they are competitive on the quality, the
prices, working factors and delivery conditions. At personnel employment also the right of
priority citizens of the country, work relations with them, including insurance and social security
possess, are regulated by the national legislation.

Preservation of the environment, maintenance of safety and health of the personnel of the
oil and gas companies and conducting oil works of the population living in area is the major
aspect of the new Law in which more rigid ecological requirements are established,
responsibility for their infringement is strengthened.



