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FINANCE, MACRO-ECONOMICS and economic policy
Kazakhstan Fixes Tax Code


The government of Kazakhstan has presented a concept for a new tax code, which the parliament is expected to consider in September. The country plans to ease the tax burden on business, compensating for it by sharply increasing taxes on mineral users, except for the two dozen largest users, mainly those at the Tengiz, Kashagan and Karachanak fields. Another innovation in the concept is the introduction of international accounting in tax calculations in Kazakhstan. 

The main change suggested in the concept is the lowering of the corporate income tax to a proposed 15 percent, from the current rate of 30 percent. The group proposes to eliminate advance tax payments for small and medium-size businesses, while retaining them for the 300 large businesses and for mineral users. That would maintain 70 percent of advance payments. The group also suggests lowering VAT from 13 to 12 percent. Furthermore, the concept would replace the gradated social tax (5-13 percent) with a 10-percent flat tax. The personal property tax would be transformed into a real estate tax and the tax on personal real estate worth over 30 million tenge ($250,000) would be raised from 0.05-0.5 percent to 1-2 percent. 

Minerals users will make up for the falling budget income. They now pay a royalty, a tax on unearned income on exported oil, a surplus profits tax, and a so-called subscription bonus. The current tax code also allows for product-sharing agreements and a “stable” tax regime for mineral users that signed contracts before 2004. The working group suggests changing the entire system of taxation for the oil sector, preserving the bonus to the budget, but replacing the royalty tax with a mineral-use tax and replacing the unearned income on export oil and natural gas condensate with export duties. Product sharing and the stability regime would be eliminated for all except, the key contract with Tengizchevroil and the 15 existing product sharing agreements. There are currently over 600 mineral use contracts in force in Kazakhstan, and about 80 percent of them are “stabilized”. 
National Bank to cut Banks' Reserve Requirements


Kazakhstan's central bank plans to inject more than $800 million into the banking sector by cutting reserve requirements on banks' foreign liabilities. 

The global liquidity squeeze has limited Kazakh banks' access to international debt markets and triggered a domestic credit crunch, slowing down the growth of the whole economy. Mandatory reserve requirements -- a proportion of borrowed funds that cannot be lent to banks' customers -- would be cut to six percent from the current eight. Deputy Chairman Bisengali Tajiyakov: "According to our estimates this measure will allow banks to free up 100 billion tenge ($829 million) in extra liquidity". 

The government expects economic growth to slow down to 5.5 percent this year from last year's 8.5 percent, but hopes it would pick up in 2009.

Russia, Ukraine and Kazakhstan most at risk from World Financial Crisis


World Bank published a report titled Global Development Finance 2008 in which it says that developing countries which most actively borrow money from external markets including countries like Russia, Ukraine and Kazakhstan are at a greater risk than others as a result of the global financial crisis. 

The report said that the total global direct investment totaled $1.7 trillion in 2007 of which $471 billion were received by developing countries including China with $ 84 billion, Russia -$22 billion and Brazil $16 billion. Ukraine received $9.9 billion direct investments, while Kazakhstan received $11.9 billion. World Bank warns that the states which are most actively engaged in borrowing money from the external markets including Russia, Ukraine, Kazakhstan, Brazil, China, Hungary, UAE and Turkey should be particularly careful for they might experience the liquidity crisis. 

According to the World Bank forecast, the developing countries will have an economic growth rate of 6.4% which is higher than at the beginning of 2000 (5.6%) and drastically exceed the growth rates in 1980-1990 (3.4%).

EBRD and Kazyna Fund create Investment Fund
The European Bank of Reconstruction and Development and Kazyna Sustainable Development Fund will create the Kazakhstan Growth Fund. 

The EBRD board has approved the creation of the Kazakhstan Growth Fund, which is meant for the support of private businesspeople in the non-industrial sector through investments, increasing corporate governance standards, transparency and restructuring medium size enterprises. The total capitalization of the Kazakhstan Growth Fund will be $125 million. The fund will invest in companies engaged in the production and processing of food, construction materials and equipment, food packaging as well as metallurgy, wood processing and textiles. 

Companies and business that have developed strong business ties with Kazakhstan and which are located in neighboring countries will also obtain access to investments.
Senate approves Amendments to Legislation on Bankruptcy


At a plenary session the Senate approved in the first reading proposed amendments to national bankruptcy law. 

The bill provides mechanisms for the financial and economic improvement of insolvent organizations by involving them in rehabilitation procedures, defining the uniform authorized body over bankruptcy issues, the establishment of administrative responsibility for managing directors and government officials. The bill provides a number of incentives both for creditors and debtors to create needed conditions for involving insolvent organizations in rehabilitation procedures. These in particular include increasing the rehabilitation time for enterprises of strategic value, simplifying the application process for rehabilitation. 

The amendments to the law strengthen the responsibility of the chairmen and owners of bankrupt organizations and individual businesspeople for deliberately filing false bankruptcies. The bill has been forwarded to the Senate Profile Committee for a second reading.
Masimov says Kazakhstan Stock Market will be Fully Operational in 2-3 Years

According to Prime Minister Karim Masimov, the Kazakhstan stock market will be fully operational in the next 2-3 years. 

“Since August 2007 the situation in the stock market had changed. Today many Kazakhstani companies are really interested in transparency and participation in the stock market either in Kazakhstan or abroad which is impossible without information transparency and financial accounting in accordance with the international standards. It will be difficult for us to develop our stock market without these.”     

Kazakhstan is currently working on the Budget and Tax Codes which the Government will introduce in Parliament in September. All existing standards will be brought to international standards of financial accounting and the principles of financial taxation will be put in line with the principles of EU taxation system”, he added, according to Kazinform.

UniCredit says Kazakhstan may control, weaken Tenge into 2009


Kazakhstan's central bank may retain control of the tenge until the first quarter of next year and may push it 0.5 percent lower to help industries hurt by the turmoil in credit markets, UniCredit MIB said. 

The National Bank of the Republic of Kazakhstan resumed buying and selling the currency in August, nine years after letting it trade freely, as the US sub-prime-mortgage crisis starved Kazakh banks of credit and slowed economic growth. The tenge has traded at around 120 per dollar since the end of August, 12 percent below its average rate since the 1999 float.

``The currency is one of the few anchors of stability in Kazakhstan at the moment,'' said Vladimir Osakovsky, an economist in Moscow at UniCredit. The tenge may be weakened to around 121.3 per dollar by the end of the year as the central bank seeks to ``boost domestic production''. Central bank Chairman Anvar Saidenov: “As the credit crunch continues, the stability of the exchange rate is very important to keep the financial system stable. The central bank has sold as much as $3 billion this year to curb the tenge's gains.” Foreign currency reserves dropped to a one-year low of $17.4 billion in December. 


Tenge will strengthen with commencement of Oil Production in Kashagan


With the beginning of oil production at Kashagan, the tenge will rise in its value, John Litvak, the chief economist of the World Bank said at the presentation of the new Tax Code of Kazakhstan. 

John Litvak explained that the tenge value depends on the payment balance . With the beginning of oil production at the Kashagan field the volume of produced oil will double, which means that the country’s income will also double due to oil sales and hence make an impact on the national currency. He believes that having created a favorable tax regime for the non-crude economic sector, Kazakhstan can compensate the Dutch Disease and negative effect from natural resource sector. 


Nazarbayev says Kazakhstan will avoid Food Deficit and Inflation


Prices for food will not grow and Kazakhstan will avoid a food deficit, President Nursultan Nazarbayev said:
    "We will not experience any shocks or a food deficit. I officially state to everyone. A food reserve has been established in the country for basic foodstuffs, including oils, sugar, milk, rice and meat. The export of those goods that are needed domestically is limited. Secondly, in all regions there are stabilization funds for grain and flour, which are sufficient for the next harvest.”
Industrial prices increase 8.8%
In Kazakhstan industrial producers’ prices rose in May by 8.8%. 

The increase in prices has taken place in the mining industry - at 9.5%, processing - 8.2%, in the production and distribution of electrical energy, gas and water - by 1%. Prices and tariffs for energy over one month increased by 8.5%, oil – 9.6%, oil products - by 6.9%, natural gas - 6.7%, gas condensate - 6.3%, coal - 3.7% and electrical energy - 1.7%. 

An increase occurred for ferroalloys by 49.8%, rolled metal - 11,1%, copper - 3%. But precious metals dropped in price by 8.3% and unprocessed aluminum - 1.8%. Domestically made food products rose 2.6% in May. Vegetable oil increased in price by 7.3%, bread jumped 6%, tea - 4.6%, wheat flour - 2.6%, and sugar - 2%. Fish increased in cost by 14.6%, and meat – 2.5%.

Inflation 

Changes in consumer prices (% compared to preceding month)

	2007

	Jan
	Feb
	Mar
	Apr
	May
	Jun
	Jul
	Aug
	Sep
	Oct
	Nov
	Dec

	1.1
	0.8
	0.7
	0.5
	0.7
	0.8
	0.9
	0.7
	2.2
	4.4
	2.7
	1.9


	2008

	Jan
	Feb
	Mar
	Apr
	May

	1.1
	0.8
	0.6
	0.9
	1.0


Source: Agentstvo Respubliki Kazakhstan po statistike,  www.stat.kz

energy & natural RESOURCES

Kazakhstan ups Oil Production 5.7%, Gas 12% in 5 Months


Kazakhstan increased oil and gas condensate production 5.7% year-on-year in the first five months of 2008 to 29.65 million tons. 

Condensate production fell, by 6.9% to 2.714 million tons. Kazakhstan produced 6.079 million tons of oil, including 534,190 tons of condensate, in May. Gas production grew 12% year-on-year in the five months to 14.162 billion cubic meters, including 8.32 bcm of natural gas, up 15.1%. Kazakhstan produced 2.47 bcm of gas in May.

Kazakhstan plans Tax on Natural Gas Output Next Year
Kazakhstan plans to impose a tax of 15 percent on natural-gas production from the beginning of next year as the Central Asian country seeks to boost revenue from its mineral resources. 

The government intends to set the rate from Jan. 1, 2009, and it will be linked to international prices for the fuel, Economy Minister Bakhyt Sultanov said. He declined to comment on a possible rate for a new tax on oil and metals production as the government overhauls the tax code.

Kazakhstan may impose New Extraction Tax on Metals Companies


The government plans to introduce a production tax on mining companies as it seeks to derive more revenue from its natural resources. 

According to Deputy Finance Minister Daulet Ergozhin, the extraction tax will definitely be imposed. The tax rate will be linked to global metals prices, so company profits won't decline after the tax is imposed. 

The government is also considering an export duty on metals. "All proposed taxes will be discussed with the metals companies,'' said Ergozhin.

Kazakhstan wants Parliament to ratify Oil Deals


Oil and mining companies operating in Kazakhstan will have to obtain special permission from parliament if they want to avoid paying new taxes and export duties next year, according to Prime Minister Karim Masimov. Kazakhstan introduced an oil export duty in May, but most large foreign companies working under production sharing agreements (PSAs) are exempt. The country also plans to change its tax code later this year. 

Masimov: "If the new tax code is approved, starting from Jan. 1 2009 every subsoil user working in Kazakhstan will have to pay a mineral extraction tax and an export duty unless its contract is ratified by parliament. According to the new tax code, the taxation of subsoil users will be regulated by the tax code itself in the first place and not be the contracts signed earlier ". 

The introduction of the new duty, seen by analysts as part of a growing global trend of resource nationalism, has alarmed foreign companies that have invested billions of dollars in the resource-rich Central Asian state. Some analysts say Kazakhstan is unhappy with the terms of oil contracts signed in the 1990s when the nation needed cash and foreign investors to overcome a post-Soviet economic slump.

Exxon urges Kazakhstan not to revise Tax Rules


ExxonMobil urged Kazakhstan against revising taxes for oil companies, saying the proposed measure would hinder fresh investment in the oil-rich Central Asian state. 

Kazakhstan has introduced an oil export duty and announced plans to impose new taxes on the booming sector dominated by Western oil majors, as part of proposed legislation changes due later this year. Mark Albers, Exxon's Senior Vice President, told that the proposed changes would hurt Kazakhstan's business climate: "Restructuring fiscal agreements or revising fiscal legislation with an assumption of sustainable high oil prices might seem to generate additional revenue for the government, but in fact hinders new investment, undermining investor confidence and increasing risks." 

Causing further concern, the Kazakh government has also threatened to review a contract with the Western oil consortium - which includes Exxon - developing the giant Kashagan oil field due to disagreement over costs and production schedule. 

Analysts say Kazakhstan, emboldened by its booming economy and high global oil prices is unhappy with the terms of some oil contracts signed in the 1990s and is trying to get a greater share of revenues. As part of the proposed changed, the government plans to introduce a subsoil extraction tax and make all existing contracts, including Production Sharing Agreements (PSAs) subject to parliamentary approval, according to Reuters.

Kazakhstan bans Petrol and Diesel Exports


As of June 1, Kazakhstan imposed a ban on exports of gas and diesel fuel. However, despite the government’s efforts, prices at gas stations continue to grow. 

As a result, Prime Minister Karim Masimov has ordered the government purchase of a controlling stake in Mangistaumunaigas (MMG) to be speeded up. It is through this deal the government plans to enhance its role in both oil production and oil processing. At the end of last year, Masimov announced that one of the government’s and the National Bank’s main goals in 2008 would be fighting inflation. He stressed at the time that to achieve needed results, he did not rule out an “intervention” on the part of KazMunaiGas in the most sensitive areas of the economy. 

The PM was referring to KMG’s increased role in the internal oil products market, to provide the government with leverage to keep fuel prices in check. 


Kazakhstan to regain Control over Key Oil Producer


Kazakhstan's government will regain a controlling stake in national oil and gas producer MangistauMunaiGas, sold to Indonesia's largest energy company Medco nine years ago. 

Prime Minister Karim Masimov is issuing instructions to complete the purchase of no less than 51% of shares in MangistauMunaiGas by the state. The state must regain control over MangistauMunaiGas's Pavlodar refinery and increase its gasoline and aviation fuel production capacity. 
MangistauMunaiGas's oil output is largely focused on the Kalamkas deposit which yields 90,000 barrels of oil per day.

KazMunaiGas won’t be hurt by Oil Export Ban


Imposing a ban on the export of oil products will not affect KazMunaiGas’ profitability, the Chairman of the Board of the Samruk Holding for the Management of State Assets, Kanat Bozumbayev, said. 
"For several reasons, this ban does not have a very great influence on KazMunaiGas. At present, practically all diesel oil produced by KazMunaiGas Torgovy Dom (Trade House) is being sent to agricultural producers in line with the state programme. Diesel oil is sold at a fixed price, at about 20 percent cheaper than market price. In any case, we did not formerly export diesel oil." 

"As for petrol, which KazMunaiGas Torgovy Dom produces, practically all petrol is being sold through (the company's) own gas stations, which is why KazMunaiGas is not affected." 

Kazakhstan agrees to Late Kashagan Oilfield Start


Kazakhstan has agreed to put off the start of production at the huge Kashagan oilfield until 2013, Energy Minister Sauat Mynbayev said. 

Kazakhstan and the consortium of Western oil companies developing Kashagan have been locked in a standoff over cost overruns and production delays at the multibillion-dollar project since August 2007. In May, the consortium angered the Kazakh government by proposing to delay the start of production further to 2013. Kazakhstan signed a deal with the consortium on June 27 setting out details of Kashagan's future development and effectively fixing the start of commercial production at 2013. 

The stand-off over Kashagan started in August 2007 when the government accused its shareholders of allowing costs to spiral to $136 billion from $57 billion, and delaying the start of production from the original 2005 target. The Kashagan consortium unites Eni, Royal Dutch Shell, Exxon Mobil, Total, ConocoPhillips, Kazakh KazMunaiGas and Japan's Inpex.
Production at Kazakhstani Sector of the Caspian Sea below Expectations


The Buzachi zone of the Kazakhstani sector of the Caspian Sea with forecasted reserves of 1.45 billion tons of oil equivalent has been disappointing the investors. The well drilled at the field has not discovered any hydrocarbon. 

LUKoil operating at the larger part of the shelf has faced failure in the area, an unnamed source from KazMunaiTeniz representing Kazakhstan in all the country's sea projects said. At the Atash field another well was drilled deep down to 2,500 meters. The drilling began on April 28, 2008 and found no presence of oil and gas. 

The Russian LUKoil company is operating on the Kazakhstani sector of the Caspian Sea on a number of projects including Atash, Tyub-Karagan, of which LUKoil become the part of in 2004. Both fields located in the Bozashinsky zone are turning into a real 'curse' for investors.

Caspian Oil Pipeline reports first ever Profit


The Caspian Pipeline Consortium (CTC), pumping oil from Kazakhstan to Russia's Black Sea coast, reported it had recorded its first ever net profit in 2007 of $423 million after raising shipping fees. The consortium, which has US oil major Chevron as the top private shareholder, did not give comparative figures. 

Russia has a 24 percent stake in the consortium as a host state and has for years strictly opposed doubling its capacity from the current 700,000 barrels per day. It criticises the project for low returns and argues that it would add pressure on the already congested Turkish straits. The ban has prevented private shareholders to increase production in Kazakhstan. Last year, they finally agreed to raise shipping fees to speed up repayment of credits and start profit distribution, a move seen speeding up talks with Russia on capacity enlargement. 

Apart from Russia, Kazakhstan and Oman also own stakes. Private shareholders include BP Plc, Royal Dutch Shell, Exxon Mobil, LUKoil, Rosneft and Chevron.

CPC to increase Oil Shipments 2.42% in 2008


The Caspian Pipeline Consortium plans to increase oil transportation by 2.42% to 33.8 million tons in 2008 as compared to 33 million tons in 2007, General Director of CPC, Vladimir Razdukhov said at the CIS Oil & Gas Summit in Paris on May 30. The increase is directly connected with oil production growth in Kazakhstan. Although the pipeline’s capacity is 28.2 million tons, the consortium is capable to actually transport up to 34 million tons per year via the pipeline using special additives. 

If the conditions are favorable CPC will finish the expansion to 60 million tons per year by 2013. 

Chevron to build new Pipe on Kazakhstan's Caspian Shore


US oil company Chevron agreed with Kazakhstan to press ahead with a new domestic oil pipeline, due to be part of a broader $3 billion project to link Caspian oil deposits with international markets. 

Kazakhstan pumps most of its oil through Russia but it has irritated Moscow in past years by announcing plans to build more pipelines and diversifying exports towards Western Europe. Chevron said the new pipeline, to be built along Kazakhstan's western coast on the Caspian Sea, was discussed at a meeting between senior executives of Chevron and Kazakh state oil company KazMunaiGas.

The 750 km (466 mile) pipeline is due to feed oil from Kazakhstan's biggest oilfields -- Tengiz, developed by a Chevron-led group, and Kashagan, which has yet to start production -- into the BP-led Baku-Tbilisi-Ceyhan pipeline. Kazakhstan's Yeskene-Kuryk portion of the pipeline; together with a planned trans-Caspian undersea route, are estimated at a total of $3 billion, according to previous government estimates. 

Chevron did not say when the pipeline would be built. KazMunaiGas sees its maximum capacity at up to 56 million tons a year. Kazakhstan sees this year's oil production at 67.6 million tons (1.35 million barrels per day).
Three Oil Refineries to be built in Northern Kazakhstan
In the next two years' time, Kazakhstan will finally be able to solve its problems with a lack of fuel and lubricants on its internal market and to end the import of fuel. 
Three oil refineries will be built in the northern towns of Kokshetau, Kostanai and Petropavlovsk over the next two years. Two of them will be built by Russia's LUKoil and Gazprom Neft companies, and the other one by a Kazakh-Malaysian company, which comprises the Nord Oil and Kokshe Oil companies from the Kazakh side and Newwin Engineering from the Malaysian side. 

These plants will refine Russian oil, and for this purpose the plan is to build an extension to the Omsk-Petropavlovsk-Kostanai pipeline.

Cameco and Kazakhstan push ahead on Fuel Plant


The Cameco Corp and Kazakh government-owned uranium company Kazatomprom are pushing ahead with a plan to build a 12,000-ton nuclear fuel conversion plant in Kazakhstan, part of the Canadian company's strategy to increase its presence in the uranium-rich central Asian country. The companies have begun the first stage of a feasibility study. 
    The plant would be 51 percent owned by Kazatomprom and 49 percent owned by Cameco. Cameco spokesman Lyle Krahn: "I think it's significant that we're strengthening our relationship with a significant player in the industry in a region that will be one of the largest uranium supply centers in the world". Kazakhstan is home to a fifth of global uranium reserves. 
    Cameco and Kazatomprom are already joint-venture partners in the Inkai mine in Kazakhstan, which has faced delays coming to production due to a sulfuric acid shortage in the country. Sulfuric acid is used to leach uranium from mined ore. Production is expected to begin later this year, and is seen at 5.2 million pounds in 2010. 


EBRD grants Kazakhstan US $400 Million Syndicated Loan


KEGOC Kazakhstan Electricity Grid Operating Company JSC and the European Bank for Reconstruction and Development (EBRD) have concluded a loan agreement to the amount of US $ 400 million in Atyrau. 

The money will be used for the 2nd Stage Modernization of the National Electrical Network project -- one of the largest investment projects in Kazakhstan’s power industry. The agreement "proclaims readiness of the parties to cooperate in attraction to Kazakhstan advanced international experience in the field of steady power including both involving in balance of renewable sources of electric power and continuation of structural reforms in the industry. The agreement provides improvement of tariff methodology and financing." 

The total cost of the project is KZT 54.5 billion. The term of the loan is 15 years.
Kazakhstan to Swap ENRC Shares for Kazakhmys Stake


Kazakhstan agreed to acquire a 1.31 billion-pound ($2.57 billion) stake in Kazakhmys Plc, the country's largest copper producer, in return for part of its interest in Eurasian Natural Resources Corp. 

The transaction may be a prelude to a combination of Kazakhmys and ENRC in a state-controlled mining group that could compete with Australia's BHP Billiton Ltd, the world's largest mining company. In February, President Nursultan Nazarbayev said the government should boost the competitiveness of the country's metals industry. Kazakhmys will issue 80.3 million new shares, giving the government a 15 percent stake. The London-based copper company will get 98.6 million shares of ENRC, taking its stake in the ferroalloy producer to 22 percent. Kazakhstan will retain 12 percent of ENRC. The deal extends Kazakhstan's influence over the country's metals industry and diversifies its investments. 

The government will also seek a seat on Kazakhmys's board, but it doesn't intend to exert a ``strong interference'' in the running of either company, according to Deputy Finance Minister Daulet Ergozhin. Kazakhmys will be the largest investor in ENRC, ahead of the company's three founders, Alijan Ibragimov, Alexander Machkevitch and Patokh Chodiev, who hold about 15 percent each. Founded in 1992 by the government of Kazakhstan, Kazakhmys raised 661 million pounds in an October 2005 IPO. 


ArcelorMittal plans to double Steelmaking Capacity of Temirtau


Arcelor Mittal said that it has planned to expand the steelmaking capacity of its Temirtau in Kazakhstan plant from 5 to 10 million tons. 

The company noted it is collaborating closely with the Kazakh government for the planning and execution of the project, which will take 5 to 9 years to complete. 

The expansion project, which will add 4 million tons of crude steel capacity, includes steelmaking, iron ore and coal extraction.

infrastructure

Kazakhstan & World Bank agree on $2.5 Billion Road Project; Trade Corridor to link Asian countries with Russia & Europe
Kazakhstan and the World Bank Group announced plans to jointly finance a $2.5 billion road project to help upgrade the trade route between Asian countries and Russia and Europe.

The World Bank is expected to finance and rehabilitate a 1,025 km stretch of road between Shymkent and Aktobe. The World Bank supported road project is part of a $7.5 billion project to upgrade the 2,800 km road corridor from Kazakhstan's border with China (at Khorgos) to the border with Russia (at Srym). Implementation of the project will begin in 2009. This will be the largest infrastructure project of the World Bank in Central Asia.
World Bank President Robert Zoellick: “This project will establish a modern transport corridor through Kazakhstan. It will boost Kazakhstani trade, competitiveness, logistics, and infrastructure connections with the world, while providing an artery for regional economic cooperation." 

The World Bank is cooperating closely with other partners on the larger project, including the Asian Development Bank, the Islamic Development Bank and the European Bank for Reconstruction and Development.

Caspian Energy Hub to be created in Aktau


A Caspian Energy Hub will be created in Aktau in spring 2009. The contract was signed between JSC Company Fund for Steady Development Kazyna, JSC Company Kazakhstan Holding on Management of State Assets Samruk, international consulting company PFC Energy, the investment company Gulf Finance House specializing on projects connected with innovations in economy, and JSC Company Investment Company Mangistau. Earlier, in April of 2008 these companies signed a memorandum of mutual understanding. 

The Caspian Energy Hub will represent a cluster of branches and services necessary for further development of the energy sector. Industrial infrastructure of high class, for the service and oil-and-gas companies, a technical university of international standards, specialized laboratories, a center for interpretation of geophysical data, and a control centre for crisis situations connected with the threat of state security and protection of environment will also be created. 

According to the akim of the Mangistau oblast, the realization of this project will bring in significant foreign investments in infrastructure development, raise business activity and create jobs in Aktau that corresponds to the Strategy for territorial development of Kazakhstan till 2015. 

Iran partakes in building Kazakhstan Highway for First Time
The governor general of Iran's Markazi Province visited the ongoing project for the construction of Kazakhstan's first highway built with the participation of Iranian experts. 

The Astana–Schuchinsk highway will link Astana to the Borovoye resort zone. The current 224-km-long road linking Astana to Schuchinsk city is one of the most overloaded in the country. The new highway will eventually increase capacity to take 40,000 cars per day. The project provides for the construction of 23 overpasses, 5 road maintenance service stations, and three wayside recreational complexes. So-called "smart" video surveillance systems, meteorological stations, speed and traffic intensity measuring facilities will also be installed. 

The construction work on the road is being carried out by three Kazakh companies and two foreign firms - Todini of Italy and Dena Rahsaz of Iran. Dena Rahsaz has so far constructed and repaired 100 km of Kazakhstan's main roads as of 2001.
Aktobe Businesspeople close Trilateral Memo with Railway and Transport Prosecutors
The Atameken Regional Association of Entrepreneurs, the West Regional Transport Prosecutors’ Office and the local affiliate of Kazakhstan Temir Zholy have closed a trilateral agreement. 

The parties agreed to create comfortable conditions for Aktobe businesspeople, particularly to eliminate administrative barriers preventing small and medium businesses from growing, Yesimkhan Kurmangazin, the head of the regional association said. He mentioned problems in the acquisition of railway carriages, cargo shipments and others. 

The parties involved agreed to open an expert council, which will include a working group. The working group will attend to railway issues that could prevent SMEs from effective operation and will come up with solutions to resolve these.

Other sectors

Airbus & Ust-Kamenogorsk Titan-Manganese Complex to produce Spare Parts for Airbuses


Ust-Kamenogorsk Titan-Manganese Complex (UKTMC), Aubert and Duval, (complex metal construction designer for the aviation and energy sector) and Airbus Corporation closed an agreement to start production of spare parts for airbuses. 

The project will include a number of operations such as hammering, rolling, smelting and polishing of titan-made articles. UKTMC provides a full set of works for production of ferrous metals, titanium sponge and manganese. At the beginning of 2008 European Aeronautic Aero-Space Corporation, Defense & Space Co. (EADS) closed an agreement with UKTMC for supply of titanium for Airbus and other departments. The total value of contracts may increase $1 billion. UKTMC and Aubert & Duval will create a join venture named UKAD which will be engaged in processing titanium.

K'CELL consolidates Lead as Mobile Penetration reaches 83%


The number of mobile connections in Kazakhstan reached 12.7m at the end of Q1 08, an increase of 4.7m or 58.3% year on year. Although this is slightly below the annual growth rates recorded in Q3 (72.1%) and Q4 07 (69.2%), it is nonetheless an impressive figure, and it is a considerable increase on the 40.0% recorded in the prior twelve months. Penetration reached 83.1% at the end of the quarter, by far the highest rate in Central Asia. 

The country’s market leader is GSM Kazakhstan (K’CELL), which is owned by TeliaSonera and Turkcell joint venture Fintur. At the end of Q1 08, it had 6.5m mobile customers, 21% of whom were on contracts. Quarterly net additions stood at 483k, making Q1 the fourth successive quarter in which K’CELL gained the highest number of new connections in the market, and the third in a row in which it gained more than 50% of the total net additions for the quarter. As a result of these strong performances, its market share rose from 48.8% at the end of Q1 07 to 51.1% a year later. Its annual growth stood at 65.5%, the highest rate in the market by some margin - excluding Mobile Telecom Service (Neo GSM), which launched in Q1 07 and had a typically high first-year growth rate of 814.7%. 

Neo GSM ended the quarter with 0.7m customers and 5.4% market share, although it remained behind CDMA operator ALTEL, which had just under 0.8m. Kazakhstan-Rumeli Telecom, which operates under the Beeline brand of parent company Vimpelcom, had 4.78 million active customers. Its annual active customer growth rate of 36.4% was the lowest ever recorded since it began reporting active customer numbers in 2005. Year on year, its market share dropped 6.0 percentage points to 37.5%, it lowest in two years. 

Kazakhstan to introduce State Monopoly on Caviar Sales


The lower house of the Kazakh parliament has approved in its first reading a bill to introduce a state monopoly on caviar production and sales. 

The move comes as part of an effort to combat the declining sturgeon population in the Caspian Sea, which has dwindled almost forty-fold in the last 15 years due to rampant poaching in the region. Kazakhstan catches nearly 185 metric tons of sturgeon annually. The republic's interior ministry brought charges in over 300 cases of poaching last year and seized over 10 tons of illegally-caught sturgeon. According to the Ministry of Agriculture, the state monopoly is a common practice in many caviar-producing countries, through which Kazakhstan will be able to protect its bio-diversity and it will bring a great deal of funds to the budget. Besides, the introduction of a state monopoly would help to tackle poaching. 

The Caspian Sea sturgeon, caught in five coastal states (Russia, Azerbaijan, Kazakhstan, Turkmenistan and Iran) accounts for almost 90% of the world's caviar industry. 

Kazakh Physicians’ Wages to increase 25%


The Kazakhstan Ministry of Public Health has developed a system of remuneration for medical workers, based on performance said the head of the Ministry of Public Health Anatoly Dernovoy. 

Starting in 2009, the performance or results of a hospitalized patient will be evaluated not on the expense incurred for treatment, but according to the results of the treatment provided, on the completely cured patient and on the number of operations carried out. The differentiated system of the remuneration for labor was introduced in 2007, as a result of which economic incentives for highly skilled specialists grew considerably. 

In accordance with the President’s message, in 2009 physicians’ wages will grow 25% and will double by 2011. In the past five years the volume of state expenditures for public health of the republic increased from KZT 92.9 billion to KZT 309.5 billion.

Exhibitions Kazakhstan


	


	3 September - 6 September 2008 

Heat&Vent Plus 2008 

12th Kazakhstan International Specialized Exhibition "Heating & Ventilation, Air Conditioning. Water supply & Sanitary"


	


	3 September - 6 September 2008 

KazBuild 2008 

15th Kazakhstan International Exhibition Construction and Interiors, Ceramics & Stone, Windows and Doors, Facades


	


	11 September - 13 September 2008 

Astana Zdorovie 2008 

5th Anniversary International Kazakhstan Exhibition on Healthcare


	


	16 September - 18 September 2008 

WaterTech Central Asia 2008 

1st Central Asian International Water Technology Exhibition & Conference


	


	17 September - 19 September 2008 

AtyrauFood 2008 

6th North Caspian Regional "Foodstuffs, Drinks, Packaging and Equipment" Exhibition


	


	17 September - 19 September 2008 

KazMet 2008 

Central Asian International Metallurgy, Metal-Working and Machinery Construction Exhibition


	


	17 September - 19 September 2008 

Kazcomak 2008 

5th Anniversary Kazakhstan International Exhibition


	


	17 September - 19 September 2008 

MiningWorld Central Asia 2008 

14th Central-Asian International "Mining and Processing of Metals & Minerals" Exhibition


	


	17 September - 19 September 2008 

Astana Leisure 2008 

5th Kazakhstan International Tourism Exhibition in Astana


	


	24 September - 26 September 2008 

Transit-Trans Kazakhstan 2008 

11th Kazakhstan International "Transport and Logistics" Exhibition



	


	24 September - 26 September 2008 

KaragandaBuild 2008 

2nd Kazakhstan Regional Exhibition "Construction and Interior, Heating and Ventilation”


	


	7 October - 10 October 2008 

KIOGE 2008 

16th Kazakhstan International "Oil & Gas" Exhibition


	


	9 October - 11 October 2008 

HomeStyle Astana 2008 

5th Anniversary Kazakhstan International Specialised Exhibition "Household Appliances, Furniture and Interiors"


	


	15 October - 17 October 2008 

MangystauBuild 2008 

2nd Kazakhstan Regional Exhibition "Construction and Interiors, Heating and Ventilation, Air Conditioning, Windows and Doors, Faсades"


	


	3 November - 5 November 2008 

Moda and TextileExpo 2008 

6th Central Asian International Exhibition "Clothes, Fabrics, Textile, Thread, Equipment, Special and Corporate Clothes"


	


	4 November - 6 November 2008 

CleanExpo 2008 

6th Central-Asian Specialised Exhibition Cleaners, Dry Cleaning and Laundry Machines, Cleaning Equipment


	


	4 November - 6 November 2008 

Power Kazakhstan 2008 

7th Kazakhstan International "Power and Lighting" Exhibition and Conference


	


	4 November - 7 November 2008 

WorldFood Kazakhstan 2008 

11th Central Asian International "Food Industry" Exhibition


	


	4 November - 6 November 2008 

Mangystau Oil & Gas 2008 

3rd Mangystau Regional Exhibition "Oil and Gas"


	


	5 November - 5 November 2008 

AgriCA 2008 

6th Central-Asian International Conference "Agriculture and Food Industry”


For a complete overview and more information, please visit  www.iteca.kz.

Overview Embassy-events

	DATE
	EVENT
	TIME/LOCATION

	18 September

	Dutch Business Drinks
	18.30h (venue to be announced)

	7-10 October


	KIOGE
	Atakent, Almaty

	16 October


	Dutch Business Lunch
	12.30-14.30h


If you have any comments or suggestions regarding this bulletin please contact Nadia Verwaal:
tel: +7 727 2503773
e-mail:  nadia.verwaal@minbuza.nl / alm-ea@minbuza.nl.

When visiting Astana, please do not hesitate to visit our Embassy there. 

H.E. Ambassador Mr. Klaas van der Tempel and his colleagues will be happy to receive you.

Embassy in Astana:

62, Kosmonavtov Street

3rd floor

Chubary mcrd
010000 Astana

Tel: 7-7172-555450
Fax: 7-7172-555474
ast@minbuza.nl
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