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APPLICABLE IEAVY

International lireaties

Laws off Tiurkmenistan

Contract

Internatienal Prvate 1Eaw

LLocal and intermationall Customany/Rules
Eoreign; Law

JGordon@mayerbrownrowe.com
SLomako@mayerbrownrowe.com




MAYER
BROWN
ROWE
& M AW

MULTEATERALSNERNATNGNAEIREAYIIES
ENERGY CHARNMERSNREARN

- Compensation Infcase G EXpIepHaien

- Repatration off Caplial ana Profitsin Hard CUuliency.
- Olbservance by lLocallAutnerities

- InternatienallDispute Resolution

- Energy: lransit Protocol
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BILATERAL TREATHIES
[reaty Between Turkmenistan andiEreaizBiiiai
On Protection of Investmenteirg a8

Expropriationandinatienalizatienisiemidden
Restitution or adeguaiecompensation

- Unrestricied repatration of Investment andreturms
International dispute reselution
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A SPECIAL LAW ESTABLISHESHISE SYSHEN FAND
HIERARCHY OF LLAWS OEIURKIVIENISTPAN

Constitution
Constitutional Laws and Laws adepieaioy HalkaViasianaty:

(Referendum)

LLaWsS

Presidentiall Decrees, Decrees by Medjlisi(Pardiament)

Decrees of thie Caninget off Ministers

Acts by the Ministries and other Central Bodies of State Governance
Resolutions by Khyakims (District or City Heads)

Decisions by Gengeshrs (Village Councils)
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KEY LAWS OF TURKNENISIFAN
USED! IN THE PETROLEEUNNNBISH)

- [Law on Hydrecariens

- Civil Code
- [nvestment Laws

- Other Laws and Nermative Acts, SUch as the
lF_Qa\iv on Sunsoell and the Oiliiela Development
ules
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INVESTIVENAF LAVWS

Presidential Decree on ProteCiion CiREerelg N nvestment
LLaw’ on| Eereign EConemICIACVILES

LLaw on Investment AGHVIUIES
Law'eni Eereigniinvestment
Law o CONCESSIONS

Law o ERterprises
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PETROLEUVHEAVY:

Petroleum Law (1997 Lav o=V eroEEeens)

Presidential Decreersis9N(EStaelIShmEnt ol thie
Competent Body onl Hydrecaniens; MoedelfJVA; Vedel
PSA)

LLaw'eniSubsoll;, ollfield operations rules; licensing
ules; ether legall nermative acts
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PETROLEUN OPERAVIONS GEHNRECNRNPEHGIEUINEE;

“AlllExploeratien and ProaUcieROpERNGRSEnd
ielated operationsHieriealing, meterne), SaVing;

stonng, marketing, delivern/and iainspertalien of
Petreleun and Itis aenvauves asi\well as etaer
Operations connecteaitortine implementatien of a
Contract.

JGordon@mayerbrownrowe.com
SLomako@mayerbrownrowe.com




THICE TOREIRGIEETIV

Petreleumiiniis natlraistateNeraieerbiENand
Inithe teniteny el urkmenIstanNsitne excliisive
PrOpPErty ofi TURIMERISTAN:

Iihe guantity el lnvesters entitiement sihare; as
well'as the place and timewnhen title' passes 1o
Investor, should e stipulated 1nithe contract.
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GRANTING OF PETROGLEECNNRIGHIS

Petroleum rights; are granteaioninensasiSioraJoint
Venture Agreement or ProduchieirShanng Agreement,

and a License,

{ihe grantee may: ne aloecal juraical Persen;, 61 afereign
juridicaller physicallperson.

Forelgn juridical personsimust register with the: State
Agency. for Fereign Investments (SAE) befere entering
|nt0 JVA 0)f PSA JGordon@mayerbrownrowe.com
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ACQUISITION OF PEIRGLEECIVINRIG

Competent Body [ awerd
PSS A
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ACQUISITION OF PEIRGLEECIVINRIG

License

Competent Body [ awerd
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Competent Body m License

Foreign or Local
Joint Operating Company

concern Foreign Party
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ACQUISITION OF PEIRGLEECIVINRIG

Petroleum
Competent Body m

Concern
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PENRGLLECNRIGHIS
TYPES OF LICENSES

mExploration| LICEnse

mProduction License

mComnbined Exploration and Preduction License
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PETROLEUNRIGHNES

EXplorationiEIcENse

meXclusive rght torcany el EXPIeTaCRNORETaHGHSIVAIIUN IR
10 10/yearsi(Six yearstnitialy;WitiinesepueRNCIEXIENUNINICE
for twoe-year peneds (FeH2E2Zormuia);

N2 commercial discovenimrar paiticlizirarea  gives 1aIse o ine
prionity right te; okiain a PreauciontLICERSE In et alea.

Md0es not prenibit small=scaleproductioniandisale (Contract may
provide for suchia piioi-scale preductioniandisale).

JGordon@mayerbrownrowe.com
SLomako@mayerbrownrowe.com




PETROLEUNRIGHNES

Produclion LICENSE

mexclusiver right' ter caniys cui RIeulicienNOpERIoHSINe
Specified area, Selllolr dISpese GifPEGIEUM!

mValidifer up: te 25 Vears (20N earsinually, Wit e epien o
extendlence forfive years (F20+:5ermula)):

mD0eES not pronivit-expleliational expleratien™ (Suvey during
[NEe production: Gperations, WRICHh can e  provided: mnf tne
contract);
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PETROLEUNRIGHNES

Combined Exploration andPieelcibrNNCERISE

m Exclusive right'te carmy ourr EXpleralicniOperauensiano Pieauchiesn
Operations.

m \/alid for up: te: 35 yearsi(26:years initially, Wit tihiereplion eI extiend ior
ning years, sub|ect toIceraln reguirements)

m Normally, the: Combined LICENSEEnmIIS ConsIdered as the succession
of Explorations Licenserand Preduction LICENSE; the granting| authoerity
Would e reluctant te deviate fiomi the term-extension fonmula,
keeping It asifollows: “6+2+2" (Exploration), then“20+5™ (phase); the
form ofithe. Combinedi License, and the form Instrument of Extention
can be suggested by the Foreign Party based on the model form
licenses.
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& M AW | SUSPENSIONIOE LICENSIE

Suspension ofi Licenser Upens WHERNIGHCENTOINIE
Competent Body/ initne eveniaitieNCENSENIGIOENR

m conducts Petreletm Operations et provided fer initneltIcENSe

m Carries out activities Within the fiamewenk eiithe LIcense; BUt net
under the pregram: previceaiorin the Agreement

m systematically” vielates Turkmen: Law: Withl respect to tne
protection of Underground reseurces or envirenmental and
safety regulations

m Reinstatement of License: upon rectification
m Adjudication
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Revocation of LICeEnse By tiier CompeieRiEeayAN e eVenL
that the License helder:

m falls to remeady the Causes oi any SlispensieRItInte ixed ceadiine

m S found te have: delinerately submitied falSeriniermanen 1o tie
Competent Bedy: which matenally afiecied tie: Compeent Bodys
decision to Issue the LIcense

m deliberately: delays: signng: andl registerng  the  Agreement: ol
commencing Petreleum Operations

m revocation of license renders the Contract (PSA, JVA) nullland veid

- Noreinstatement of revoked License
- Stilll; adjudicationiisiavailable
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CONTRACT

Production Shanng Agreement

Joint Venture Agreement(nerwicdely tused)
Combination ofi PSA; JVA; ana CLEFiY/PES) 0f: conliact
Service Contract
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CONTRACH
Senvice Contract

- No modelfformiuncderlitkmeRIStantzn

- TiurkmenbashifCivil Code
- [ndustiy regulatieons
- [Local and intermational BUSINESS Praclices
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CONTRACH

PSA and JVA

Model Eorm Unoer PetreletmnEa,
- Transteranility el Eereign Pary/SHNLErests

- Stability

Governing law

Ereedom off Contract
Investor’s share net limitec
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CONTRACT: PSA and JVA

PetreleumsLaw, Mooel VAT RNV G EINPSANENE
designed mainly ier onshierereiineles

- Specilficity of effshoere oll; GRS 0as; and oliishere

gas can|justiiy sulhstaniigliiadeiiensie e Ve el =N
that can be suggestediay e Eerelgn Party;

- Gasclause Is practically ansentin the: ModelFormiana
lequires substantialidranting

Pipeline clause reqguiresisunstantial drafting
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CONTRACI: PSAand VA

Production ShamnngrAgreement
Master and Senvant

Senvant ewes fiducian/ dues terViasier

Joint Venture Agreement
Partner and Partner
Partner owes fiduciary duties to

other Partner
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& M AW | CONTRACT: entry/ inte; eliect

Production: Shanng AGreEmeni ana s yeRimVeRiuie
Agreements become: efifeCuVerueos

m Execution of the Agreement

m Registration| el therAgreement\Witnrapprepriaie Siate
agencies, (Including  those: respensinietor nealin anc
sanitation) envirenMENnt; URGergrouna reseurces ana
PetioleumiOperations) and

m/ssuance of a LLicense hy the Competent Body to the
Contractor:
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TAXES AND BONUSIES

Contractor Is suject te;
m|d Profits tax
mat e rate estanlishea oy ARmMERNEaW,

mAgreement wWill'estallish precedurerer oeternmining
laxalle premts

- ISIng Intemational standards e accounting
- employing hanadlcurrency as the moenetarny: unit
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B Under certain conditiens; aneniepiSENSIEXEMPINIOI
profits tax until i hasirecevereaNsIaINRVESTEnt:

B production reyalty
mAgreement willl deternmine raie

m DONuUS
mSIgning hoenus
mProduction bonus
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CONTRACT

PARTIES" SHARES: PSAanciIVA

mShares of the parties 16/ RSAaRd IV ARre deie ey,

the contract, Wit dUE regard te exIStine plicCliCES;

mContract may estanlishfuture medification oi: percentage
shares of the parties, Vased 0N certainievents like break-
even peint or commercial discovery;
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SINANEINGE
Borrewing|andlielaing ferelgn CUIHEREY,

m Foreign Party 1S entitied tormaintaiiehisnere ek e cCeolnis
10 hold only the preceeas Giisale el EGIEIgN Palty S

entitiement share
m/\o restriction on EHEWING| el Rard CUIEncy By Eareign Party.

mRevenue: froni sale off EoreigniParty’s entitiement share in
petroleum Is exempt from any future conversion requirement
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Contract Security

|0 general, Turkmen it penmiisieiineSECULY;
OVEr the fellewing:

N |mimovanle preperty

u \Viovable preperty/ (IncIleing geedsinicicllauien; SUChras
ydrecanons)

B Shares

m Subsoll and land use rights
m [ icenses

m Agreements

m Offshore bank accounts
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= INANEINE

Stability
ml_egal and peEmItinaNENNE

mAgreement Itselii Creates: a stanlerlegal egime oy,
giving ther Contracto) contractual rHgnis Wilch
cannoet e uniaterally revoked

H|n the event offa changein law, a fereign Investor
may. require  tiiat It 19er geverned By ther law: that
Was: In force: at the time: off ItS’ registration In
[lurkmenistan for a pernod of 10/ years

JGordon@mayerbrownrowe.com
34 SLomako@mayerbrownrowe.com




=INANEINE

mFiscallregime

B [axes| applicaneierHENCERECIe AN ImItes o
those set fertn nine PetreletmtEaw,

0 tax, duty, Tee: el GINEF IMpPest o1 profit derved
from Petreletm: Operations shallFserievied onrine
Contracter: o Its: sharenolders heyona: those

anticipated in the'Agreement
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