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"Kazakhstan is oil rich country. 
A country that seeks to make these resources a 

blessing, not a "curse".

Nursultan Nazarbayev,
the President of the Republic of Kazakhstan
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Dear Reader, now you are about to begin reading a book "Oil and gas of the independent 
Kazakhstan".

Republic of Kazakhstan celebrated the 25th anniversary since its independence. 
Remembering the most important events for the country that occurred during this period, 
one cannot help but noticing how many of them are related to the Oil and Gas Industry of 
Kazakhstan. The creation of the largest in the country in terms of oil production and tax 
payments to the budget of the international enterprise Tengizshevroil, the beginning of the 
development of the Caspian shelf, the establishment and growth of the National Company 
"KazMunayGas", whose brand is now familiar to even children in the country.

How about multiple increase in oil and gas production over the years of Independence, 
and the revenues from them served as increase of the size of average salary in Kazakhstan 
ten times? And the establishing for today’s citizens of the Republic and future generations 
of the National Fund of Kazakhstan replenished from the earnings of oil industry? And the 
construction of giant pipelines that provide for the export flows to bring these petrodollars?... 
Such "oil hallmarks" has staked off the milestones of development of Independent Kazakhstan 
over these 25 years! 

It is worth remembering however that the current achievements did not emerge on their 
own, but were the result of the implementation of far seeing strategic plans, smart and faithful 
tactical decisions and hard work of the people of Kazakhstan. Having begun the movement 
along its own independent way Kazakhstan and its oil and gas industry were resisting the 
destruction tendencies that swept after the collapse of the USSR all former Soviet republics. 
Another problem that needs to be overcome has become the transition from the former 
closed administrative system of management to an economy open to the global market. It 
was essential to Kazakhstan to find and defend its place in this highly competitive market in 
order to secure contracts to industry, employment of citizens, social well-being of the people. 

Oil and Gas Industry has become a reliable support for the State. President Nursultan 
Nazarbayev in his book "The Kazakhstan Way" points out: "From the very first years of 
independence we have been paying a very close attention to the development of oil and gas 
sector of our economy. After all, oil and gas for us is not only a fuel-energy and strategic 
resource. This is the key pillar…". 

Introduction
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THEREFORE, ALTHOUGH THE "OIL AND GAS 
OF INDEPENDENT KAZAKHSTAN" 
IS A BOOK ABOUT THE NEWEST HISTORY 
OF THE FUEL AND ENERGY COMPLEX OF 
THE COUNTRY, MANY OF OUR COMPATRIOTS 
WILL SURELY ASSOCIATING THE FACTS OF 
THEIR PERSONAL BIOGRAPHIES WITH THE 
EVENTS DESCRIBED IN THE BOOK. 
THIS IS THE SPECIFIC NATURE OF OIL AND 
GAS SECTOR THAT IT AFFECTS THE LIVES 
OF MOST OF HUMANITY WITH ITS PROCESSES 
AND RESULTS. AND AS FAR AS IT CONCERNS 
OIL-AND-GAS-RICH KAZAKHSTAN, 
IT IS PARTICULARLY TOPICAL! 



Therefore, on the initiative of the President oil and gas complex of Kazakhstan as 
long ago as on the threshold of the state independence, began its own reforming, attracting 
multibillion international investments, advanced industrial technologies. After the sovereignty 
obtaining this process has been rapidly gaining speed and expanding its sweep because 
each solved problem has been serving as the basis for new goals setting and achieving The 
incoming billions ensure the growth of production, the increased production is an incentive for 
the expansion of pipeline systems and modernization of processing plants, the implementation 
of oil projects - for the innovative development of the allied sectors of the economy. 

Success achieved in various sectors contributes to the expansion of Kazakhstan’s 
geostrategic influence. But the implementation of the most important oil and gas tasks and 
projects wouldn’t be possible without the active participation of the Head of State. Already 
in Kazakhstan’s state starting out for the good of the cause Nursultan Nazarbayev could go 
to a conflict with a knowingly strong opponent, could negotiate a compromise, and achieve 
a breakthrough where the other side was set to engage sabotage... The book "Oil and Gas of 
the Independent Kazakhstan" will not leave out in the cold these sharp moments. 

This book is intended to tell how the oil and gas complex of Kazakhstan was improved 
at various stages of sectoral and national development, how modernization took place in OGC 
sectors, as industrial and corporate tasks served the realization of the state’s strategic goals. 
How not only oil and gas activity itself has been changing but the approaches and mindset 
of people engaged with it.

In order to convey in this story the details of the events as accurately as possible it 
contains the testimonials of many immediate participants: political, economic, sectoral 
figures, managers, specialists, personal memories of different Kazakhstan’s citizens. 
Therefore, although the "Oil and Gas of the Independent Kazakhstan" is a book about the 
newest history of the fuel and energy complex of the country, many of our compatriots 
will surely associating the facts of their personal biographies with the events described in 
the book. This is the specific nature of oil and gas sector that it affects the lives of most 
of humanity with its processes and results. And as far as it concerns oil-and-gas-rich 
Kazakhstan, it is particularly topical! 



SOVEREIGN 
KAZAKHSTAN 
OIL AND GAS 
POLICY

Current rates of the Sector growth and its role for the country show no signs 
of weakness. The Kazakh Oil and Gas Sector increased oil and condensate 
production by above 17 %, and that of gas by more than 34 % in the first half of 
2017. Such sector growth facilitated the entire GDP growth in the Republic by 

almost 4 %, i.e., doubled as compared with the initial prediction. 
"It is not a curse, but blessing", as our President, Nursultan Nazarbayev, specified the 

Oil and Gas Sector role in the economic and historical lot of Kazakhstan. Such high opinion 
is based on a strong foundation of financial and industrial data. The RK National Fund, 
which is established to mitigate the dependence on adverse external factor impacts and 
accumulate funds for future generations, has accumulated tens of billions of dollars owing 
to the Oil and Gas Industry. Giant, as related to production, investment and innovation 
scopes, the Kashagan Offshore Field Development and Unique Tengiz/Korolev Field 
Operation Expansion Projects have been brought up to a new level of implementation. 
Gigantic, as far as the throughput efficiency is concerned, export systems of the Caspian 
Pipeline Consortium (CPC), Kazakh-Chinese Oil Pipeline, and the Trans Asian Pipeline, 
where Kazakhstan plays the central role of a "bridge" between parts of the endless Eurasia, 
have been constructed and continue to develop. Large scale upgrading of the Oil and Gas 
Processing Sector strengthens the fuel independence of Kazakhstan and opens new market 
outlets of high processing stage hydrocarbon products for the country. 

The processes, as "growth axes", provide an energetic framework for a long-term 
economic growth, which is planned by the Kazakhstan 2030 Development Strategy and 
Kazakhstan-2050 Strategy. 

At the same time, current mega projects and ambitious plans are based on 
achievements, which were born due to the Kazakh oil and gas history. 

Chapter I

The Oil and Gas Sector has become a source of the entire Republic of Kazakhstan economy 
and industry during the years of Independence. Black gold production has grown 3 times 
(or by 200 %) during the period; that of gas grew above 5 times. The dramatic energy 
generation growth provided the Republic with strength to increase its Gross Domestic 
Product (GDP) 2.2 times in real terms, and actually 20 times in money terms.



"Nothing was easy during the initial period of sovereignty. Having insufficient 
experience in investment raising and developing contracts with investors, 
we learned in practice. At that time, work was commenced to attract 
investments to Tengiz development; the first agreements were executed to 
operate Karachaganak, establish the Kazakhstan Caspian Shelf Consortium 
to explore the Kazakh sector of the Caspian Sea and to establish the Caspian 
Pipeline Consortium. Such a wide sectorial coverage of oil objectives reflected 
our comprehensive approach to the independent RK Oil and Gas Industry 
development, which we assumed getting to work. Establishment of the Subject 
Ministry of Energy and Fuel Resources helped a lot to achieve the target."

Kadir Baikenov
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A Path of Conversion and Change
Oil and Gas of the Independent Kazakhstan

Current significance of the Oil and Gas Sector 
has been provided by calculated and intensive 
efforts of the Republic of Kazakhstan political 
and industrial management, several generations 
of workers, experts, managers, hundreds of 
thousands of people, who worked in the Oil 

Industry for decades. People, who live and work in the Republic, 
have discovered more than 200 hydrocarbon fields from the 
Kazakh oil history commencement. Kazakh oilmen began to 
produce at the fields products, which are in demand in Europe, 
Asia and America, in amounts that brought the RK into the 
"golden dozen" of the world black gold exporters. Republican 
businessmen founded tens of companies to produce, process oil 
and gas and service the Oil and Gas Industry. 

The established industrial potential rests on a mighty base of 
hydrocarbon resources. With all the gigantic expanses of the Great 
Grassland, the area of promising oil and gas bearing Regions 
occupies almost two thirds or above 62 % of the total Kazakhstan 
area uniting 15 oil and gas bearing Regions within an area of 1 
million 700 thousand square km. It is well known that "жері 
байдың елі бай", "the one, who is land rich, has a rich country".

The Republic owned 5.472 billion tonnes of in-place oil 
resources of the А+В+С1 (explored) Category by the time it 

acquired sovereignty, where the portion of recoverable resources 
exceeded 2.168 billion tonnes. Preliminarily estimated resources 
(of the С2 Category) reached 1.547 billion tonnes, including 
recoverable resources of 560 MM. Explored resources of 
dissolved gas exceeded 1.18 trillion cubic metres, including 
483 billion of recoverable resources. In-place resources of free 
gas were 1.682 trillion m3, and those pre-estimated exceeded 33 
billion. 

Basic resources and industrial centres of the Oil and Gas 
Industry are concentrated in West Kazakhstan, in the Atyrau, 
Mangistau, Aktiube and West Kazakhstan Regions, as well as in 
the southern part of the country’s centre, in the Kumkol Basin of 
the Karaganda Region. The country produced 25 MM tonnes of 
oil and condensate, as well as 7.9 billion cubic metres of natural 
gas in 1991. By that time, there were six industrial associations 
operating in the Oil and Gas Sector; development of large and 
gigantic fields of the Emba Group, Uzen, Zhanazhol, Kumkol, 
Tengiz and Karachaganak commenced. 

Vigorous flows of hydrocarbons reached consumers via the 
following pipelines: Uzen – Atyrau - Samara, Kenkiak - Orsk, 
Omsk – Pavlodar – Shymkent - Seidy, via the Central Asia – 
Centre, "Soiuz", Bukhara - Tashkent – Almaty Gas Transportation 
System, Karachaganak – Orenburg, Tuimazy – Novosibirsk 

SUBSOIL RESO
PEOPLE,

OIL



pipelines and other main lines. Atyrau and Shymkent Refineries, 
the Pavlodar Petrochemical Plant, Kazakh Gas Processing Plant 
and chemical plants processed oil and gas. 

Data related to the above facilities and projects may be 
read as a historical biography of Kazakhstan. In the early 20th 
century, the first generations of Kazakh oilmen, the first national 
businessmen and their oil servicing companies emerged with the 
first oil production fields of the Urals-Emba Oil Bearing Zone. 
During the Great Patriotic War, new oil producing facilities were 
developed in West Kazakhstan, and one of the first in Central Asia 
oil refinery in Atyrau commenced its operation. During the post-
war period of industrial onrush, it was not only the Republican 
economic power that grew, labour, social, political and managerial 
human resources, as well as professional dynasties were also 
formed. People noticed long ago that "Әкеге қарап ұл өсер", 
"The son grows up looking at his father". 

Kazakh people put forward such scientists, statesmen, oil 
region leaders and industrial "Generals", such as К.Satpayev, 
S. Utebayev, М.Balgimbayev, О.Iskaziyev, B.Elamanov, 
Z.Dosmukhambetov, B.Saginaliyev, К.Balzhanov, T.Jumagaliyev, 
S.Utegaliyev, А.Kismetov, V.Avrov, N.Marabayev, U.Akchulakov, 
R.Utesinov, N.Imashev, М.Esenov, Z.Ondasynov, N.Bekbosynov, 
А.Atshibayev, Z.Esenzhanuly, K.Ozbekgaliyev, R. Sagindykov, 
K.Ogai, S.Mukashev, Е.Taskinbayev, А.Kulibayev, T.Kulibayev, 
I.Tasmagambetov, B.Izmukhambetov, B.Palymbetov, 
K.Kudabayev, N.Balgimbayev, U.Karabalin, L.Kiinov, 

Z.Kulekeyev, К.Kabyldin, G.Keshubayev, Z.Marabayev, 
R.Cherdabayev, B.Kuandykov, К.Ibrashev, Т.Khasanov, 
B.Uzhkenov and B.Nazarov, K.Baikenov, S.Daukeev, 
К.Makhambetov and other worthy fellow countrymen, who 
earned respect and reputation in the oil and gas industry.

Step by step, people of Kazakhstan developed their 
oil industry, the largest in the Central Asian and Pre-Caspian 
Regions and the second, as joined capacity of industrial assets 
are concerned, among all the countries of the then Eastern Block. 

Kazakhstan was one of the two leaders, as black gold 
production was concerned, in the Soviet Union in late 1980s; 
the Republic was among the five major oil processors and at 
the 4th place as related to its main line transportation, as well as 
at the 3rd place as related to gas transportation. Unique, as far 
as resources were concerned, Karachaganak and Tengiz fields 
had been discovered by that time, which would later become 
a symbol of Kazakh oilmen struggle for independent from the 
Centre national resources development. At the same time, they 
personified a successful approach of Kazakhstan to arrangement 
of international mega projects.

SUBSOIL RESO URCES,

OIL
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A Path of Conversion and Change
Oil and Gas of the Independent Kazakhstan

OIL at the 
"SOURCE" 

of SOVEREIGNTY 

The above and other economic, social, political and cultural 
achievements of Kazakh people obtained a stable character and, as 
a result, contributed to the Republic naturally determined transfer 
to independent development. 

It was as far as then, that Nursultan Nazarbayev, the Leader 
of Kazakhstan, assessed natural resources as the possibility to turn 
the Republic into a prosperous significant country in the world and 
to make the lives of Kazakhstan residents wealthy and worthy. He 
frankly and accurately wrote about it in his book, "Kazakhstani 
Way", "I understood that good quality and efficient development 
of our oil resources required a wide cooperation with major oil 
companies of the world, which had a very rich experience in the 
field of exploration, production and processing of hydrocarbon 
materials, as well as their transportation. Even prior to gaining of 
independence, Kazakhstan commenced to gradually arrange the 
negotiation process with the oil industry giants. There were plenty 
of hardships, especially unforeseen ones, but we managed to attain 
our main strategic aim – to increase the level of oil production".

The Kazakh SSR Supreme Soviet passed a Constitutional 
Law on the Republic of Kazakhstan Sovereignty on 16 December 
1991. The Republic exclusive ownership of land and subsoil 
resources, natural resources, economic, scientific and technical 
potentials is declared as the economical basis of the state 
sovereignty. Changes initiated by President’s Decree No. 410, 
On the Soviet Union Subordination Facilities and Companies 
Transfer under Supervision of the Kazakh SSR Government of 
31 August 1991 became irrevocable. It was not only the change 
of subordination of any Soviet Union subordinated facilities and 

companies, their property became the ownership of the Republic. 
They could be managed in the national favour then, but not in 
compliance with external instructions.

Radically changing the system of subordination and 
management in new Kazakhstan, the President used his 
experience of the Oil and Gas Sector reformation. Weeks prior to 
the August Decree, in July 1991, a decision was made to establish 
Kazakhstanneftegas, a State Owned Corporation to explore, 
produce, transport, process and sale oil, gas and petroleum 
products. It included facilities and companies of Republican 
and Soviet Union subordination and supervision. One more 
important event of 1991 in that line included establishment of 
Kazakhgasprom, a State Owned Concern, which any core gas 
assets were transferred to. Later on, both structures underwent 
various reformations subject to the national oil and gas policy 
development, and formed the current "KazMunayGas" National 
Company, which will be described in detail in the next Chapter. 

The system of the Oil and Gas Sector national management 
required further development, and the president charged the 
Government with establishment of the Ministry of Energy and 
Fuel Resources in February 1992. The Ministry, jointly with 
Kazakhstanneftegas, had to establish new partnership relations 
with former Soviet, but then foreign contractors and suppliers, 
achieve mutual benefits of contracts and provide payments. 
Uzakbai Karabalin, a well-known oilmen, who managed both 
companies and sectors, recalls the personnel situation prior to 
those changes, "An important and responsible position is rarely 
a sinecure. And at that period, there was a catastrophic lack of 



people to independently manage the Oil and Gas Sector at high 
positions. In 1991, when I was invited into the Government of the 
Kazakh SSR to the position of the Industrial Department Senior 
Referent, I was the only oil expert in the entire stuff. There was 
neither Subject Ministry nor National Oil Company at that time".

Establishment of the RK Ministry of Energy initiated 
changes in the situation. Kadir Baikenov, a Vice Prime Minister, 
headed the Department; Nurlikhan Bekbosinov became the 1st 
Deputy Minister and Oil and Gas Industry Supervisor, who had 
managed the Mangishlakneft Association during five years before 
that. Anatoliy Lobaev, the General Director of Kazakhstan and 
Central Asia Main Pipelines Industrial Association, was appointed 
another Deputy. That first ministerial team included Uzakbai 
Karabalin, Galiausat Keshubaev, Nurbergen Balgimbayev, 
Zhaksilik Zhangaziev, Murat Kurbanbaev and Kuanish Sisembaev. 

Simultaneously with the Ministry of Energy establishment, 
the State Geology and Subsoil Resources Preservation Committee 
acquired the status of a Ministry. Lev Trubnikov was appointed as 
its Head, who was soon replaced by Serikbek Daukeev; Baltabek 

Kuandikov became his Deputy, while Ural Akchulakov and 
Baktikozha Izmugambetov headed the Oil and Gas Departments. 

Kadir Baikenov remembers, "Nothing was easy during the 
initial period of sovereignty. Having insufficient experience in 
investment raising and developing contracts with investors, we 
learned by doing. At that time, work was commenced to attract 
investments to Tengiz development; the first agreements were 
executed to operate Karachaganak, establish the Kazakhstan 
Caspian Shelf Consortium to explore the Kazakh sector of the 
Caspian Sea and to establish the Caspian Pipeline Consortium. 
Such a wide sectorial coverage of oil objectives reflected our 
comprehensive approach to the independent RK Oil and Gas 
Industry development, which we assumed getting to work. 
Establishment of the Subject Ministry of Energy and Fuel 
Resources helped a lot to achieve the target".

Further on, the oil and gas sector of the Government was 
restructured on the basis of urgent priorities for the industry.

"I understood that good quality 
and efficient development of our oil resources 

required a wide cooperation with major oil companies 
of the world, which had a very rich experience 

in the field of exploration, production and processing 
of hydrocarbon materials, as well as their transportation. 

Even prior to gaining of independence, Kazakhstan commenced 
to gradually arrange the negotiation process with the oil industry 

giants. There were plenty of hardships, especially unforeseen 
ones, but we managed to attain our main strategic aim – to 

increase the level of oil production."

Nursultan Nazarbayev,
the President of the Republic of Kazakhstan 
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TO PLACE A 

To realise the scale and character of the required infill of 
the new comprehensive oil policy, one should bear in mind that 
it was necessary to create an efficient system to arrange work of 
industry associated companies on the basis of national interests 
rather than the former Centre, as it had been previously. Besides, 
previous and current economic priorities contradicted each other. 
E.g., the Centre required maximum cheap raw materials during all 
the previous years, while sovereign Kazakhstan required maximum 
revenues from the oil producing industry. To achieve the objective, 
the Republic had to independently look for buyers, provide sale 
routes, learn to compete, produce as much oil, as required by the 
demand and get appropriate payments for it. 

There was actually no organisational infrastructure in the 
USSR, which Republics required to carry out independent foreign 
economic activities. A sovereign state needed to develop it, but it 
had to be done on the basis of other than Soviet patterns. Indeed, it 
was not only the political system, which receded into the past, but 

also the economic system, with its non-market management and 
arrangement. Establishment of the Republic’s own administration 
system to carry out international activities required innovations. 
Hence, Kazakh managers and businessmen, who acquired modern 
market competences during that early transition period, later on 
became one of the main forces for the domestic Oil and Gas Sector 
development. 

The experience of the Oil and Gas Sector independent 
management made it more and more obvious for Kazakh managers 
that a radical reconstruction of process and economic relations 
in the Industry was required. Indeed, notwithstanding great 
capacities and enormous geological and production potentials, 
the Kazakhstan Oil and Gas Sector represented a certain "sieve" 
in early 1990s.

Administrative industrial assets were united, but process 
and economic relations among them were so imperfect during that 
period that, notwithstanding intensive activities, it was extremely 
hard for companies to obtain and use commercial results of their 
work. No wonder: Kazakh oil and gas assets were more related to 
companies outside the Republic than among themselves. 

At that time, existing in the country gas fields supplied 
natural gas mostly to European Regions of the former USSR, 
while methane was supplied to Kazakh consumers in Southern 
Kazakhstan from Turkmenistan and Uzbekistan. It was easier to 
route Aktiube oil to process at the Orsk Refinery in Russia and 
supply Pavlodar and Shymkent Refineries with crude from West 
Siberian Yugra … 

Such process chains were active during the single Soviet 
Union, but after it broke, they turned into "monuments" of the 
former Soviet economic system. Trade, production and process 
ties were destroyed; former partnership relations were broken; 
activity plans turned into a "road nowhere".

To return the economic sense and social value into activities 
of not only oil and gas, but also other companies of the Republic, a 



relevant and adequate system of relations among domestic assets 
was required. Among producing and processing companies, 
among gas producing and distributing companies, among fields 
and new markets. 

As for the complexity and scopes of efforts to accomplish 
the task, it may be compared with creation of a brand new 
industry. Looking back from the height of current experience, it is 
clear that to arrange a market chain, which would guarantee stable 
sales and thus successful operation for a producer is no less hard 
than to start up a new industrial giant. Then, after the sovereignty 
was gained, establishment of such chains was required for all the 
viable industrial facilities of Kazakhstan.

The situation was aggravated by the fact that former Soviet 
neighbours fenced from each other with trade and financial 
barriers, destroyed partnership relations and devaluate money 
of the former USSR by way of introduction of their own quasi-
currencies. Barter bargains guarantee acquisition of really 
necessary commodities but to a little extent. Post-Union economy 
of that time was in the "comatose state", as Nursultan Nazarbayev 
said later. The case was diagnosed. 

But, as they say, "ауру желмен келiп, термен шығады" "a 
disease comes with the wind and goes with sweat". The President, 
through his decrees, facilitated "healing", which implied an 

increase of the national income in freely convertible currency by 
way of promotion on the world market of products it demanded. 
Such products may be first of all supplied by the Oil Industry. 
It goes without saying today. However, during that period, the 
Oil Sector played an insignificant role in the country’s economic 
structure, and the price of oil started to fall dramatically from the 
first days of independence from US $28 per barrel in 1991 to US 
$9-10.5 in 1999. 

Under such conditions, it was a courageous and responsible 
decision of the Head of the State to place a bet on "black gold". 
Price reduction preconditioned a reduction of currency returns 
almost two times during the period under discussion. But it was 
oil export that was the main source of the required hard currency 
inflow, using which the country bought foodstuffs, medicines, 
mass consumption products. The Government used such returns 
to perform social functions, which supports lives of the majority 
of Kazakh residents with wages, salaries, pensions, preservation 
of health care and other benefits, and also guarantees the country’s 
internal and external security … 



18 SOVEREIGN KAZAKHSTAN 
OIL AND GAS POLICY

Chapter I
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Oil and Gas of the Independent Kazakhstan

It were not only 
Subsoil Resources 
that Attracted

An increase of oil production and export turned 
out to be one of the main economic means 
for the Republic to overcome hardships of 
national development during the period. The 

objective determined the character of the Kazakhstan oil and 
investment policy at that time: the country could not change the 
pricing environment of the world market, but the RK political 
and industrial management created conditions by way of various 
methods, which were favourable to increase production of 
hydrocarbons. 

In the 1990s, former Soviet Union Republics selected and 
developed various investment environment models. Everyone 
understood that "кірісіне карай шығысы" – "expenses depend 
on the income". However, it was an extremely difficult task to 
establish an efficient mechanism to exchange resources for capital 
investments. All the more so, without any adequate experience in 
the beginning of the way. 

Many oil and gas neighbours of Kazakhstan focused on 
а custom-made preparation of non-public and non-transparent 
agreements with investors. It can be said today that such policy 
has led to little efficiency, and the number of contracts and 
scopes of capital investments into the Oil and Gas Sectors of 
such countries turned out to be limited from those projects and 
up to nowadays. 

The Kazakh economic and investment policy was 
established from the very beginning as market-courageous and 
supporting a wide range of local and foreign subsoil resources 
users. Individual contracts with them were developed within the 
frame of adopted legislation. The task to increase hydrocarbon 
production and export was solved by way of the investment 
environment formation, which would be suitable for investors of 
various scales and would further on provide appearance of above 
200 contracts for oil and gas subsoil resources use. 

Nursultan Nazarbayev was the driving force of the 
institutional approach to raise capital investments. The President 
most likely chose it as a consistent adherent of economic freedom. 
Gaining independence, the country established a legal system, 
which would provide the first wave of independent modernisation 
– power institutions, state and private partnership regulations, 

development of the Oil and Gas Sector into a driver of the new 
market economy. It is worthy to recall here that Nazarbayev 
commences signing and establishing key economic laws for 
Kazakhstan a year or two prior to the USSR destruction, i.e., 
considerably in advance of the course of events. Here are just 
some of the President’s legal initiatives adopted during several 
years starting from 1990: On Denationalisation and Privatisation, 
On Foreign Investments, On Protection and Support of Private 
Entrepreneurship, On Oil, On Subsoil Resources and Subsoil 
Resources Use. 

With any versatility of the above documents, they form 
a comprehensive national policy, which priorities include 
establishment of a market economy, expansion of the economic 
freedom and abilities of both Kazakh citizens and expatriates. 
As for the Oil and Gas Industry, they turn it into one of the main 
sources of Kazakhstan revenues, a driver of economic growth 
recommencement at a higher level than that during the Soviet era, 
a "key" to projects and natural treasure, which were inaccessible 
with previous partners. 

Adoption of the above laws sent a message to international 
companies and, first of all, to Kazakhstan partners, that the 
country’s leadership understands and supports their interests. The 
Kazakh investment policy is aimed at growth of capital investment 
amounts attracted to the country owing to both super projects, and 
also as a result of the total number of subsoil resources users and 
contractors increase. 

Companies realise that the laws guarantee a simplified fiscal 
mode in case of investments into the real economy sector, taxation 
stability during the period of risks, and guarantee free disposal of 
products and profit, when they come to a young state, to mitigate 
the risks. It is far from everywhere near Kazakhstan that investors 
enjoy such rights and the Government liabilities are complied 
with. In its turn, establishment of a favourable investment 
environment during the first years of the RK sovereignty seriously 
facilitated execution of mega transactions. (The "Major League" 
of Oil and Gas Mega Projects in Kazakhstan Chapter is devoted 
to the history and lessons of the mostly large-scale oil and gas 
projects in the Republic).



• State owned oil producing companies are granted the right to 
independently sell 30 % of their oil. 

• Privatisation of national companies commenced.

• The RK Government approves the Concept of the National Programme 
for the First Stage of the Caspian Sea Kazakh Sector Development.

• In 1994, the first in the RK private Kazakh Oil Company, ANACO, 
was established.

• KCS and seven major companies in the world, Mobil (USA), Shell, British 
Petroleum and British Gas (all from the UK), Agip (Italy), Total (France) 
and Statoil (Norway) execute an agreement to establish an International 
Consortium to explore the Caspian shelf.

• On instructions from Nursultan Nazarbayev, a Government Decree, 
On Establishment and Development of Hydrocarbon Material Production 
in the Kazakh Part of the Caspian Sea was passed. It provides establishment 
of a specialized State Owned Company, Kazakhstan Caspian Shelf (KCS) 
to carry out exploration and produce oil and gas offshore.

• In early 1993, the first in Kazakhstan oil producing Joint Venture, 
Kazakhturkmunai, and later, KazGerMunai JV, was registered. 

• An Agreement, On Establishment of the Caspian Pipeline Consortium (CPC) 
to Transport Hydrocarbons from Kazakhstan to the World Markets was executed 
with the Oman Sultanate.

• An Agreement, On Principles of a Joint Venture to Develop the Tengiz 
Field Establishment for 40 Years was executed with an American company, 
Chevron. The Tengiz Chevroil Joint Venture commenced production.

OIL AND GAS INDSTRY MAIN EVENTS IN 1991-1996 YEARS
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Two Trends of the Kazakh 
"INVESTMENT MIRACLE"

Cautious and suspicious global investors sign 
multibillion agreements because they become 
convinced: money investment in Kazakhstan is 
a reliable and profitable business. It is important, 
that though adopted economic laws and executed 

oil and gas contracts are strategic and long-term in nature, their 
appearance lead to immediate and efficient results, the trend of the 
general production and industrial decline is reversed. 

Oil and Condensate production in the Republic 
of Kazakhstan in 1991-1996, MM tonnes

1991 1992 1993 1994 1995 1996
26,6 25,8 23,0 20,3 20,6 23,0

Source: The RK Statistics Committee

Later on, the President Nursultan Nazarbayev particularly 
marked that moment of the state biography, "For the first time in 
the history of sovereign Kazakhstan, economy showed though 
insignificant, but still positive growth of the GDP by 0.5% by 
early 1996. Oil resources, which allowed production during the 
next 30-40 years, as well as activisation of foreign investors in 
the Kazakh basin of the Caspian Sea, said that earnings from oil 
production would grow considerably year on year. The period of 
"fire fighting" was over, and we had time to stop and imagine, 
what our country would be like in ten, twenty and thirty years".

"Еңбектің көзін тапқан, байлықтың өзін табады" – "the 
one, who finds a source of work, will find the wealth itself" as 
Kazakhs say. Thanks to efficient and persistent subsoil resources 
use, Kazakhstan started to grow rich. In 1996, direct foreign 
investments reached US $1.7 billion. World money would then 
make the RK the "champion" of foreign investment raising 

among all the countries of the former USSR, and average 
earnings of Kazakhstan residents would be the highest within 
the post-Soviet area. 

It is a result. The ways to achieve it include priorities 
chosen by the country’s leadership, which may be marked as 
diversification of Kazakhstan investment and economic growth 
sources. First of all, it is beneficial for the Republic to shift a 
considerable, and if possible, justifiably maximum part of capital 
investment into production development costs to private and 
foreign investors. Secondly, the country should have strong 
national companies not only to preserve administrative influence 
on the economy, but also to assure market impacts on it for the 
public purposes. Especially in such a leading and key sector as 
oil and gas production. Hence, two trends develop in parallel in 
the investment and oil policy of Kazakhstan. 

One trend is based on involvement of private and foreign 
partners into equity assets. The Government has adopted about 
ten state property privatisation programmes from the sovereignty 
commencement to nowadays. With that, the quality of such 
cooperation and partnership with private capital would increase 
progressively, including an increase by way of the shareholding 
structure amendment, share re-distribution among expatriates and 
Kazakh nationals in favour of the latter. 

That way was chosen by "Mangistaumunaigas" JSC, former 
Yuzhneftegas, and now, Petro Kazakhstan Kumkol Resources and 
some other joint stock companies. In addition to privatization 
projects, that trend also includes an active increase of the number 
of subsoil resources users, who obtain licenses to explore new 
resources, explore and develop. The number of oil operators grew 
from 8 production associations in 1991 to 15 in 1996, and reached 
27 in 2001. 

Source: The National Bank of the Republic of Kazakhstan
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• The President, Nursultan Nazarbayev, established the Kazakhoil National Oil and Gas Company and 
KazTransOil National Oil Transportation Company. 

• Kazakhstan executed the final Product Sharing Agreement for the Karachaganak Field. 
• The Republic executed a Product Sharing Agreement to develop the Northern Caspian Sea with foreign 

partners of the Kazakhstan Caspian Shelf Consortium, which is then called the North Caspian Consortium 
(NCC).

• Kazakhstan and the USA executed the Economic Partnership Charter; the Republic became a strategic           
partner of the United States. 

• Kazakhstan and Russia executed the Caspian Sea Northern Part Bottom Delineation Agreement, which 
considerably extended the potentials to develop offshore oil resources.

• The National Fund was established to accumulate and preserve returns in the subsoil resources use sphere.
• KazGasTrans, a gas transportation and gas energy company, was established.
• NCC discovered a unique as far as resources are concerned Kashagan oil and gas condensate field.                

It would be additionally explored during several more years, and the Consortium would discover four more 
offshore fields.

• The Tengiz-Novorossiisk oil pipeline of the Caspian Pipeline Consortium (CPC) was put into operation,                    
with an initial throughput of 28.5 MM tonnes per annum.

• The Government established the Oil and Gas Transportation National Company, which combined pipelines      
and other core assets.

The efficient investment policy of Kazakhstan provided 
a vigorous growth of raised direct foreign investments. While 
in the middle of the first decade of sovereignty, direct foreign 
investments (DFI) amounted US $1.7 billion, they reached an 
amount of US $12.6 billion in 2000. 

1997 1998 1999 2000 2001

25,8 25,9 30,1 35,3 40,1

Oil and Condensate Production in the Republic 
of Kazakhstan in 1997-2001, MM tonnes

The Republic seeks for no confrontation: Nursultan 
Nazarbayev established a deliberative and consultative body in 
1999, the Council of Foreign Investors under the President of 
Kazakhstan. Representatives of Chevron, the Tengiz Operator, 
British Gas and Agip from the Karachaganak Project, Tractabel 
Gas Concessioner, world leading financial, metallurgical, high-
tech and other companies operating in Kazakhstan were invited 
there. 

The President openly discussed arising partnership issues 
with them and Kazakh high officials. And the issues do exist: 
not all the investors comply with their investment liabilities, 
and not always in due time. In some cases, contradictions result 
in the situation that the parties prefer to separate. However, it is 
obvious that if there were no direct dialogue with Mr. Nazarbayev, 
it would considerably add complexities in international project 
development and implementation.

Corporate development and expansion of the market role 
played by national companies form the second trend. A President’s 
Decree established Kazakhoil JSC NC in 1997. Such decision was 
necessary to combine small and unsuccessful then national core 
assets. The task was to turn them into profitable and state-of-the-
art business due to the Republic’s own national management. It 
was required both from the purely commercial point of view, and 
to provide the security of energy supply for the country. 

Such task became a what is called a challenge for 
Kazakh oilmen, businessmen, managers, section old-timers 
and professionals of the new market economy. "Туған жерге 
туыңды тік" – "Plant down your standard on your native land", 
as a proverb says. They did it. Kazakhoil became the first in 
the Republic successful try to turn a state owned oil company 
into an efficient economic structure under conditions of low 
world hydrocarbon prices. Its history is described in the National 
Champions, Contribution into Success Chapter, while it is worthy 
to remind here, what the success started from.

Given that, the amounts received from 2001 to 2010 more 
than 10 times exceeded the above amount and grew up to US 
$126 billion and above. Above 70 % of direct foreign investments 
fell on the Oil and Gas Sector, but owing to orders of subsoil 
resources users, a significant part of the funds flew to related 
sectors facilitating industrial production growth and the economy 
of the entire country. 

Priority development rates testify to the role of the oil sector 
as the economy driver. Thus, the amount of liquid hydrocarbons 
production grew in Kazakhstan from 35 MM tonnes to 80 MM or 
more than doubled from 2000 to 2010. In its turn, average annual 
GDP growth rates in the Republic reached 10 % a year during 
the same period. 

It is obvious that the growth of economy and capital 
investments was additionally encouraged by way of a well 
thought out fiscal policy. The Tax Code adopted in 1995 and 
then improved in 2001 took into account existing anxieties of 
companies due to recent low oil prices, as well as preparation to 
investment raise for labour consuming projects of the Caspian 
Shelf development. As a return from risk compensation, which 
is initially provided by tax regulations and contract conditions, 
Kazakhstan fairly expects from partners that they should comply 
with their contract liabilities. 

Source: The RK Statistics Committee
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"A new structure was required, which would be flexible and capable 
of operation in the market economy environment, able to react to 
changes in the situation on internal and international markets, 
to arrange management at the level of International Standards, 
introduce state-of-the-art technologies, defend interests in the world 
market, make money off oil, but not manage oil. It is Kazakhoil that 
is destined to become such a structure; the company turns its focus 
toward defending of Kazakhstan strategic interests in the world 
markets and in the course of implementation of International projects 
with the Republic participation."

Nurlan Balgimbayev,
(at the first Press Conference in the position of the 
Kazakhoil National Oil and Gas Company President)



Timur Kulibayev, an outstanding economic and public 
figure in Kazakhstan, and a Vice President of the 
company for economy and finances during the period 
of Kazakhoil development, recalled its start up at 
that time, "The situation at oil producing facilities 

united into Kazakhoil was very complex at that time. When I first 
came to Uzen, I found enormous debts related to wages/salaries 
of personnel, and at the same time warehouses full of material 
values, which were received by barter for supplied oil. It became 
immediately clear that the company needed other values. 

A very interesting team gathered in Kazakhoil from the very 
beginning, and it helped. The team included colleagues of Nurlan 
U. Balgimbayev (the first company president): production workers 
Murat Salamatov, Nasipkaly Marabaev, Galiusat Keshubaev, and 
also young financiers, economists, lawyers, who came with me. It 
was a combination of experienced oilmen and young blood ready 

to work jointly and successfully. We all learned from each other, 
as it were, on the fly. We jointly worked our way up from the crisis 
in late 1990s, when oil was US $9 per barrel on the world market, 
to the rise of oil production efficiency both in the Company and 
in Kazakhstan. Yes, nowadays, the Oil Sector is the leader of the 
country’s economy, but we developed the projects, which later 
became oil and gas drivers, actually from scratch".

At the same time, in 1997 and later, in late 1990s, 
KazTransOil NC and KazTransGas were established. They raise 
their corporate level, change their structural conditions and 
names, but do not repurpose, and form the sectorial "champion", 
"KazMunayGas", in 2002, jointly with Kazakhoil. (The next 
Chapter describes the contribution of the "KazMunayGas" 
National Company to the Kazakhstan oil and gas and overall 
development in more details).
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OIL VALUES 
of the National Economy Sector



2002 2003 2004 2005 2006
47,3 51,5 59,5 61,5 65,0

Source: The RK Statistics Committee

Oil and Condensate Production in the Republic 
of Kazakhstan in 2002-2006, MM tonnes

The oil revenue value growth in general and due to 
"KazMunayGas" Activities in particular conditioned the 
President Nazarbayev’s decisions to establish red hot for the 
Republic structures. The National Fund was established in 2000 
to accumulate financial assets for future generations and mitigate 
the economy dependence on adverse external factor impacts. By 
2015, the National Fund exceeded US $71.7 billion, which had 
been mostly received from oil export.

It was natural that "KazMunayGas" became the most  
valuable asset of another new superstructure, Samruk, a 
Holding established in 2006 to manage national assets. In fact, 
the establishment of Samruk itself was coming to a higher, 
nationwide, level of the sectorial champion model, which creation 
commenced with companies in the oil business. The Holding 
concentrated potentials of the domestic sector, and accumulated 
assets more than once served the Republic to cope with various 
tasks henceforth. For that purpose, Samruk would mostly base on 
the revenue, which the Oil Sector represented by "KazMunayGas" 
would deliver.

Development of the national sector was closely related to 
the improvement of oil and gas laws. In late 2004, the Parliament 
passed and the President signed the Law, On Amendments of 
and Additions to Some RK Legal Acts in Relation to Subsoil 
Resources Use and Oil Operations. The document specified the 
State priority in case of oil contract shares buying. It is obviously 

OIL AND GAS INDSTRY MAIN EVENTS IN 2002-2006 YEARS

• Nursultan Nazarbayev signed a decree, which established the "KazMunayGas" National Company.
• "KazMunayGas" commenced gas export via a joint venture with Gasprom, KazRosGas LLP. 
• The RK President approved the National Programme to develop the Caspian Sea Kazakh Sector, with 

predicted resources of 25 billion tonnes of oil equivalent.
• KMG Exploration and Production JSC was established, which immediately joined the three main oil 

producers in Kazakhstan. 
• Kazakhstan adopted amendments of the Law, On Subsoil Resources, which provided the state purchase 

priority in case of shares in oil and gas assets sales.
• "KazMunayGas" NC purchased an 8.33 percent share in the North Caspian Consortium.
• Domestic and foreign companies of the Oil, Gas and Energy Sector establish KAZENERGY Association 

to represent the Sector interests with Government Authorities and national interests in the corporate 
activities of oilmen.

• KazMuinaiGas expanded national participation in all the parts of the Kazakhstan Fuel and Energy Sector.
• The Kazakhstan-China pipeline was commissioned along the route of Atasu - Alashankou. It was the first 

pipeline from the former USSR to the largest and mostly promising market in the world.
• The President Nazarbayev established Samruk Holding to manage national assets, which included 

"KazMunayGas".
• Selling of KMG Exploration and Production JSC shares commenced at the stock market. 
 The IPO brought above US $2 billion to KMG EP.

a fair condition, as it is the State that initially executes business 
agreements and grants the right to use subsoil resources. In its turn, 
"KazMunayGas" NC, which management had done extremely 
much from the very beginning to initiate and support the very 
idea of the state priority in case of oil asset sales on the secondary 
market, was appointed to represent interests of the Republic.

One of the preparation process participants, Kanatbek 
Safinov, recalls, "KazMunayGas" Management several times 
raised the issue of the requirement to develop the company’s 
participation in "off-site" oil projects by purchasing of assets 
on sale. And, at some particular moment, the KMG President, 
Uzakbai S. Karabalin, set a task to work out the issue, as it were, in 
particular. The First Vice President of "KazMunayGas", Timur A. 
Kulibayev, held a meeting in summer 2003 to discuss the issue and 
suggested that the mechanism of the Government participation in 
purchasing of subsoil resources user alienated assets on a priority 
basis should be developed". 

It was not only KMG lawyers that took part in that work; 
discussions were held in the Government, among foreign investors, 
legal scholars and in mass media. An Academician Maidan KI. 
Suleimenov was for nationalisation of such assets under a judicial 
procedure, Academician Salik Z. Zimanov was for a legal solution 
by way of an amendment of the Law, On Subsoil Resources. 
Winning of that very view and the entire progress of discussion 
showed scrupulousness and commitment of Kazakhstan to legal 
solutions of disputes with investors. It seems that they were not 
much happy about the new regulation, but found that the Republic 
cannot accept the policy of unilateral and abrupt deterioration of 
the business environment. Investors preserved their confidence in 
the RK, and achievement of mutual agreement mattered in that 
case not less than the diplomatic victory of the state itself.
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INCLUDE EUROPE, 
INVOLVE CHINA

However, the Republic was ready to pass to a large-
scale increase of its role in the Eurasian economy 
at both flanks. Europe was the main market to sell 
Kazakh hydrocarbon products, and at the same 
time, the RK was among the major oil suppliers 

to the EU. Hence, development of the influence in that direction 
naturally corresponded to Kazakhstan interests and potentials. 

"KazMunayGas" was the main driving force for that. In 
2007, the company bought 75% of Rompetrol Group shares 
receiving refineries and petrochemical plants, as well as a large 
network of filling stations operating in South European countries. 
There was a lot of technical and managerial work ahead, but the 
national sector of Kazakh Oil and Gas Industry had turned into a 
continental vertically integrated business. Such achievement had 
both sectorial and geopolitical significance. 

Uzakbai Karabalin, the "KazMunayGas" President in 2007, 
explained, "We obtained processing plants with an output of 

90% of light cuts, a perfect Black Sea direction of the export 
route via the CPC pipeline and the Batumi Port, and a very 
large sales network in 5 European countries. It was a real 
fulfilment of the Head of the State’s assignment to establish 
a Kazakh "energy bridge" to Europe. Thus, to my opinion, 
the Republic acquired one more argument in favour of our 
potential to preside OSCE". 

It is telling that at that very time, in mid-2000s, the trend 
of export expansion is also extended to the eastern flank of the 
RK as construction of an oil pipeline to China. It was the first 
pipeline from the former USSR to the Chinese, the largest market 
in the world. The On the Way to the Multivector Export Chapter 
describes the Kazakhstan transportation and export development, 
political obstacles and extraordinary decisions in that field in more 
details.

2007 was the year of the first decade completion from 
the time when national companies in the oil sector were 
established. It became a landmark in the RK oil policy. 
Kazakhstan had formed a strong economy with high 
investment potentials. They were naturally used. First 
of all, inside the country, and not only in the oil and gas 
sector, but in variuous other spheres of the Republic life.



Uzakbai Karabalin

"We obtained processing plants with an output of 90 % of light 
cuts, a perfect Black Sea direction of the export route via the CPC 
pipeline and the Batumi Port, and a very large sales network in 
5 European countries. It was a real fulfilment of the Head of the 
State’s assignment to establish a Kazakh "energy bridge" to Europe. 
Thus, to my opinion, the Republic acquired one more argument in 
favour of our potential to preside OSCE." 
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AGREE
TO ANYTHING

INVESTORS

The investment policy of Kazakhstan developed; in the 
second half of the 2000s, the trend of private investment support 
and the trend of the national sector development show an intention 
to integrate. After the IPO, shareholders from China bought a 
minority, but considerable, 11 percent, GDR parcel of KMG 
Subsidiary, "KazMunayGas" Exploration and Production. 

That, first of all commercial operation, still reflected strategic 
changes in foreign company approaches to capital investment 
in the RK: they agreed invest in assets under operating and 
managerial control of Kazakhstan majors and managers. 

Intentions of foreigners to get a chance of access to the 
Republic natural resources still grew with the beginning of the 
current decade. They accepted, though for obvious reasons without 
exaltation, legal amendments of tax regulations and cessation 
of new contract execution under PSA conditions. Investors also 
agreed to the expansion of Kazakhstan requirements; hence, the 
role of the Oil and Gas Sector as a driver of the Republic industrial 
and technological development grows all the more.

On the one hand, the Government approved the Local 
Content Concept in 2010 and established the Kazakh Contract 
Agency to promote goods and services in requisitions of subsoil 
resources users. On the other hand, foreign companies, which 
execute new agreements to develop the RK hydrocarbon resources 
including the Kazakh Shelf of the Caspian Sea, enter into 
commitments under industrial projects. 

An Italian company Eni invested in construction of the Ersai 
Caspian Contractors Shipyard (through a JV established in equal 
proportions by ЕРС Holdings and Saipem International B.V.). 

2007 2008 2009 2010 2011
67,1 70,7 76,5 79,7 80,1

Oil and Condensate Production in the Republic 
of Kazakhstan in 2007-2011, MM tonnes

Source: The RK Statistics Committee

The Korean National Oil Company (KNOC) constructed a state-
of-the-art offshore drilling barge Explorer to drill deep wells 
within the shallow Caspian zone. "KazMunayGas" produced a 
jack up drilling rig at the shipyard. In addition, Eni executed an 
agreement of intent with Kazakhstan to construct an oil refinery or 
gas turbine power plant, or a shipbuilding yard in the Mangistau 
Region if exploration at the Isatai Offshore Area is successful. 

Not all of the projects have been implemented by nowadays, 
but the general trend of Kazakh supplier proportion expansion at 
the oil service market will develop further. 

Now, expectations of job growth, an increase of GDP rates, 
income of companies and citizens of the entire Republic are 
related to the trend. Implementation of the Tengiz/Korolev Field 
Future Expansion Project (FEP) only, which started in 2016, 
would create 20,000 new vacancies and provide requisitions for 
Kazakh suppliers for an amount of about US $10-$12 billion.



OIL AND GAS INDSTRY MAIN EVENTS IN 2007-2011 YEARS

• "KazMunayGas" bought the Rompetrol Group, an owner of oil processing facilities in Romania and sales 
network in European countries. Thus, KMG turned into a continental vertically integrated oil company.

• Tengizchevroil completed designs of the Second Generation Plant and Sour Gas Injection Projects and 
almost doubled production. 

• KMG became a shareholder of "Mangistaumunaigas" and Pavlodar Petrochemical Plant.
• Kazakhstan jointly with China, Turkmenistan and Uzbekistan commissioned the first, and in less than   

a year the second string of Trans Asian Gas Pipeline to supply methane from Central Asia to China.         
The third string of the TAG was constructed during the next several years.

• A Chinese Investment Fund, China Investment Corp., bought 11% GDR of KMG Exploration and 
Production and became the biggest minority shareholder of the company.

• The Republic adopted a new Tax Code.
• KMG Exploration and Production JSC increased by billions of tenge its capital and operating costs in Aktau 

and Zhanaozen to mitigate the issues of unemployment and social strain in the Region.
• "KazMunayGas" bought 10 % interest in Karachaganak Petroleum Operating B.V.
• The Government approved the Comprehensive Plan of Oil Processing Plants Development in the Republic.

Oil and Condensate Production in the Republic 
of Kazakhstan in 2012-2016, MM tonnes

Source: The RK Statistics Committee

Implementation of the Oil Processing Plant Development 
Comprehensive Plan and Republic of Kazakhstan Gas Infrastructure 
Development Master Plan commenced providing additional sectorial 
and economic growth with long-term increasing returns. Their 
implementation fell on the period of drops in the global price of 
hydrocarbons and reduction of the sector gains, when the value of 
each oil tonne and gas cubic metre export increased many times 
as compared with supplies to the local market. Nevertheless, 
programmes were implemented, though in the state and private 
partnership, the Republic had to overcome the persistence of investor 
desires to postpone upgrading and development or at least extend 
the schedule of investments. The trend also showed itself in the 
hydrocarbon exploration and production sector, where the proactive 
attitude of subsoil resources users was unstable during several years 
starting from 2012.

2012 2013 2014 2015 2016
79,2 81,8 80,8 79,5 78,0

After the acute price crisis of 2014-2015, such examples and 
state investment projects show the following. On the one hand, the 
RK increased the Republic’s own capital investments during the 
period of economic activity global restrictions compensating the 
external recession. And, on the other hand, the national oil and gas 
policy gives preference to strategic factors rather than to short-term 
commercial ones. 

Current results of the 
RK sectorial policy show 
that in all its sections 
the Kazakhstan Oil and 
Gas Sector has preserved 
the development energy 
typical for it from the 
Sovereignty declaration 
time. The progress, 
overcoming of difficulties 
and meeting of objectives 
in each of them is also 
a point of pride and 
important lesson, case 
study, as international 
analysts prefer to specify. 
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Average Salary Increase in the RK in 1992-2016 Diagram, US $ 

The RK oil and gas policy and history is nowadays of a 
very concentrated in time character. Blossom of oil prices, their 
dramatic fall, some rise and a more significant increase of the 
sectorial activity commencing from 2016 squeezed into less than 
five years. 

Regulation of subsoil resources use changed in parallel. 
The Government reduced the oil export duty amount in 2016 and 
developed amendments of the Law, On Subsoil Resources and Tax 
Code to reduce the administrative and fiscal load. Major subsoil 
resources users increased their activities. In addition to the already 
mentioned multi-billion Tengiz/Korolev Field Future Expansion 
Project, steady commercial oil and gas production commenced 
at Kashagan; projects of its expansion were developed, as well 
as development of one more offshore field, Khazar. Kazakhstan 
arranged international exploration of deep horizons in the Pre-
Caspian Basin under the Eurasia Project. Domestic facilities 
included into "KazMunayGas" increased oil production. 

Oil export capacities were expanded; the gas transportation 
and distribution system enlarged. Due to persistence 

in continuation of oil processing capacities upgrading 
notwithstanding the global industrial decline, the Republic 
improved the structure of petroleum products: the proportion of its 
own high-octane fuel grew in 2016, which reduced the proportion 
of imported fuel. Intensive measures to establish conditions to 
transfer vehicles to more environment friendly liquefied gas 
facilitated the same.

Current results of the RK sectorial policy show that in all 
its sections the Kazakhstan Oil and Gas Sector has preserved 
the development energy typical for it from the Sovereignty 
declaration time. The progress, overcoming of difficulties and 
meeting of objectives in each of them is also a point of pride and 
important lesson, case study, as international analysts prefer to 
specify. Nevertheless, as the saying goes, "бiткен iске сыншы 
көп" – "a completed business will find enough criticism". Hence, 
the story of the Republic Oil and Gas Sector will be more detailed 
from this place.

For example, break-even oil production of one of major 
Kazakh companies, Ozenmunaigas, starts at its market price of US 
$65/bbl. Under the laws of business arithmetic, "KazMunayGas" 
and Samruk may have suspended the fields. Thus, on the basis of 
economic viability, terminating both industrial and social life of 
the entire Region including Zhanaozen, the mono-industry town 
of oilmen, and tens of other settlements. However, both KMG 

and the Holding found another solution. The Mineral Extraction 
Tax rate of was reduced for some Ozenmunaigas fields; costs of 
drilling services were reduced for the company; other measures 
were taken. As a result, the company was saved; thousands of 
oilmen employed by the company and contracted companies and 
tens of thousands of their family members preserved their wealth, 
working and financial capacities.

Source: The RK Ministry of Economy Statistics Committee 



• The proportion of imported motor fuel started to decrease on the 
Kazakhstan market.

• The Government relieved tax regulations for oilmen providing individual 
privileges for separate projects and reducing the rate of the customs 

 duty for all the exporters

• "KazMunayGas" involved a strategic partner represented by China 
Energy Company Ltd (CECL) in their European asset, "KazMunayGas" 
International N.V. CECL plans to extend the existing network of filling 
stations several times.

• Atyrau Refinery completed mechanical work at the Deep Oil Processing 
Unit. The Pavlodar Petrochemical Plant and Shymkent Refinery installed 
basic equipment.

• KazTransGas commenced construction of the main gas pipeline Beineu-
Bozoi-Shymkent. The Republic intends to use it to export gas to China. 

• The Kazakhstan Gas Infrastructure Development Master Plan up to 2030 
was approved. 

• Kazakhstan put forward the Eurasian Project, international study of deeply 
occurring horizons in the Pre-Caspian Basin within the RK and RF areas.

• Tengizchevroil made a final decision to implement the Future Tengiz 
Development Extension Project at a cost of US $37 billion. Kazakh 
suppliers of goods and services may earn up to US $12 billion of them.

• North Caspian Operating Company, the operator of the North Caspian 
Project, replaced pipelines and, after a failure in 2013, commenced 
development of Kashagan at the second attempt.

• "KazMunayGas" increased the Kazakhstan share in the North Caspian 
Consortium to 16.88 %. 

OIL AND GAS INDSTRY MAIN EVENTS IN 2012-2016 YEARS



United Energy



"The contemporary history of Sovereign Kazakhstan is inseparably 
associated with energy. Political and human energy of our Leader, 
Nursultan A. Nazarbayev, and people of Kazakhstan provided 
sovereignty to our country. Independence added new energy to subsoil 
resources development, which turned into production of huge amounts 
of fuel, raw materials to produce goods of advanced processing 
and returns from export to the State Budget, which provides well-being 
of the country residents and security of the State. We have joined 
the ranks of the 12 largest oil exporters in the world. We have 
overcome the starting difficulties of a young state and managed 
severe crises of oil price drops to their minimum values. 
The achieved results are an achievement of many thousands 
of people, our colleagues, who are involved in the oil and gas 
activities: production men, financiers, lawyers, managers, businessmen 
and politicians. Labour of our fathers, previous generations of Kazakh 
oilmen served as their basis. Our partners from various countries 
of the world played an important role in our combined success. 
They have invested above 100 billion dollars into oil cooperation with 
Kazakhstan, brought advanced industrial and business technologies." 

Timur Kulibayev, 
the Chairman of KAZENERGY Association 



"KazMunayGas" National Company JSC is nowadays the greatest 
industrial asset in the Republic of Kazakhstan economy. Such 
situation has been conditioned by the fact that Oil and Gas 
Sector provides the greatest contribution to the Republican 
GDP, about 40 % of the annual industrial production and about 
45 % of the national budget revenue. The Sector provides jobs 
for above 250 thousand personnel. 

Chapter II

NATIONAL
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If we compare the Oil and Gas Sector role in the RK 
economy and the "KazMunayGas" National Company position 
in it, we will clearly see that they are quite comparable. 
"KazMunayGas" NC is an operator in hydrocarbon exploration, 
production, processing and transportation, which represents the 
state interests in the Oil and Gas Sector – the leading one for 
Kazakhstan. 

The high legal status is based on real industrial 
characteristics: "KazMunayGas" NC produces 28 % of the annual 
oil and gas condensate amount in the country; it provides 65 % of 
their transportation via main pipelines and covers 77 % of tanker 
transportation. The Company’s portion of oil processing is 82 % 
and almost 20 % at the retail petroleum product market of the 
Republic, with good prospects of expansion. In addition to that, 
it covers 16 % of gas production and 95 % of its transportation 
via main pipelines. "KazMunayGas" NC JSC is one of major 
employers in the country, with its personnel amounting more than 
90 thousand people at all the Group’s facilities.

The "KazMunayGas" National Company was founded on 
20 February 2002 on the basis of the Republic of Kazakhstan 

President’s Decree No. 811, On the Merger of Kazakhoil and 
Oil and Gas Transportation National Companies". (Their 
establishment and development, the role such companies as 
Kazakhoil and KazTransGas played in the current domestic sector 
formation requires a separate story, which shall be presented in the 
next Sections). "KazMunayGas" was assigned a status of a closed 
joined stock company, with the country’s Government being 
the only founder and partner. Nowadays, 90 % of the Company 
shares are managed by the Kazakh Holding to Manage National 
Assets of Samruk-KazynaJSC, and 10 % of KMG belong to the 
RK National Bank. 

A task was assigned for the united NC to pursue a single 
national policy aimed at efficient use of existing in Kazakhstan 
oil and gas resources. As a matter of fact, the President Nursultan 
Nazarbayev strives for the open to international economy 
Kazakhstan Oil and Gas Sector to obtain guarantees of its 
national interest protection by market means under conditions 
of high global competition. It implies that "KazMunayGas" NC 
is charged to become no less efficient and successful than the 
world oil majors. 



"As a Young Lion 
in Savannah"

At the turn of the ХХ and ХХI centuries, pooling of assets 
is one of the leading trends in the greatest energy corporation 
development. In late 1990s, BP included Amoco, ARCO and 
Castrol. In 1999, merger of the greatest American companies, 
Exxon and Mobil completed; in a year, French Total and Elf 
Aquitaine united, and take-over of Texaco by Chevron occurred 
in 2001. A considerable upgrading of the giant Shell took place a 
little later through a merger of the parent Royal Dutch Petroleum 
Company and The Shell Transport and Trading Company Ltd.

Another, no less fundamental trend means that oil and gas 
countries established their national companies as well as to protect 
national interests at the background of an intensive increase of 
global competition for hydrocarbon resources and markets. If 
the proportion of national companies was 6 % in the 1970s in 
accordance with Italian ENI, it was more than 10 times above by 
the time "KazMunayGas" NC was established. National, same 
as international companies gained strength concentrating assets 
in all the sectors of oil and gas activities, from exploration and 
development to retail sales of finished processing products. Thus, 
market participants increased the synergetic effect of business 
amalgamation and maximum coverage of vertically integrated 
business segments. 

This is what Uzakbai Karabalin, one of the first 
"KazMunayGas" presidents, says about its appearance and role 
in the processes, which took place then, "Establishment of this 
Company was an evolutionary development of the Kazakhstan 
Oil Sector. The on-going then globalisation influenced the 
decision. A mighty national company was required to participate 
with full rights in international and Kazakh oil and gas projects. 
Such a company, which would be able, on the one hand, to 
consolidate funds, personnel and technical capabilities of state-
owned core businesses it would include, and, on the other hand, 
able to become a serious player on the market. When producing 
Kazakhoil, transportation KazTransOil and KazTransGas were 
united "under the same roof", we obtained a single mechanism, 
which operated failure free. "KazMunayGas" emerged as a young 
lion in savannah".
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ASSETS
are DIFFERENT
the Synergy is 
Common

Establishment of a domestic company, which included 
producing, transportation and servicing companies, as well as 
one of three oil processing plants in the country, the Atyrau 
Refinery, complied with both international interests and the 
global energetic and economic agenda. The situation was 
complex, as "KazMunayGas" had good potentials in the oil and 
gas transportation sector (midstream), while assets were weaker 
and smaller in exploration and production (upstream), as well as 
in processing (downstream). 

The total amount of the new national company consolidated 
balance was estimated at approximately US $2 billion. However, 
"KazMunayGas" had no intention to go with the tide, and people 
in control and at other work positions took extraordinary and 
efficient measures to complete the assignment, which included 
pursuing of a single national policy and provision of efficient oil 
and gas resources use. 

Current perception of "KazMunayGas" NC activities is 
the understanding of what results were achieved by Kazakh 
oil sector personnel: workers, experts, managers, leaders. On 
the other hand, those results are a proof of the fact that the 
search for an optimum structure to control the Oil and Gas 
Sector, which commenced simultaneously with the start of the 
Republic independent development, turned out successful. And 
decisions made during that period were correct notwithstanding 
the complexity of the period. 

Establishment of a single oil and gas business out of 
separate producing, transportation and processing companies 
formed the main line, which combined them into an integral 
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The above numbers show how priorities and basic trends 
of the domestic Oil and Gas Sector development changed, what 
achievements they provided and how the Company overcame oil 
price drops on the global market. 

consistent policy. The process was obviously a part of the general 
President Nursultan Nazarbayev’s strategy to develop Kazakhstan 
as a dynamic and integral state.

The consolidation created a synergetic effect in the Oil and 
Gas Sector itself, which strengthened due to involvement of new 
promising assets into "KazMunayGas" activities. It would be 
wrong to consider that process from the point of view that this 
or that sector of its business is the main drive of a state owned 
vertically integrated oil and gas company development. 

Various subdivisions, from oil production to gas 
transportation, various mechanisms, from concentration of 
facilities and projects inside one country to purchases outside 
it, became higher priority ones and produced results at different 
stages of the national sector industrial and commercial history. 
Such activities served as answers to the on-going global 
competition. It is the participants, who quicker and more precisely 
calculate the right algorithm of actions and are not afraid to amend 
it, when they take yet another challenge, who gain an advantage 
in the competition. Just some numbers showing performance 
indicators serve as a good mirror reflecting such mathematics of 
the Kazakhstan Oil and Gas Section management. 

"Establishment of this Company was an evolutionary development of 
the Kazakhstan Oil Sector. The on-going then globalisation influenced 
the decision. A mighty national company was required to participate 
with full rights in international and Kazakh oil and gas projects...
...When producing Kazakhoil, transportation KazTransOil and 
KazTransGas were united "under the same roof", we obtained a single 
mechanism, which operated failure free."

Uzakbai Karabalin
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WHY DID THE DOMESTIC SECTOR 
BECOME A GLOBAL BRAND?
The objectives of autonomous domestic oil and gas assets consolidation and upgrading 
prevail at the initial stage of the national Oil and Gas Sector development. National 
companies of Kazakhoil and KazTransOil were established on their basis; strenuous 
corporate and industrial upgrading was carried out; the gas transportation system 
returned under the Government control. A platform was established at that period for 
national financial accumulation from oil activities to grow. Organisationally unrelated 
to the oil industry national sector structures, the National Fund of Kazakhstan is mostly 
filled with receipts from national companies of the Oil and Gas Sector. 

National Fund 
Resources by the 
Reported Period End

Receipts during 
a Year

Including the 
Oil Sector

2001 190 197 99
2002 299 110 52
2003 528 230 140
2004 667 139 130
2005 1 080 414 357
2006 1 853 774 672
2007 2 733 1 139 1 038
2008 3 311 1 653 1 717
2009 4 501 2 297 1 377
2010 5 704 2 408 2 273
2011 7 988 3 488 3 374
2012 10 447 3 844 3 459
2013 13 026 3 992 3 431
2014 16 429 5 367 3 503
2015 25 754 11 794 1 630
2016 24 436 1 556 1 138

Dynamics of the RK National Fund Growth and Amounts of Receipts from 
the Oil Sector in 2000-2016, billion tenge

Received from: The Ministry of Finance of the RK

The next stage was the establishment of "KazMunayGas" 
NC and upgrading of production, managerial, economic and 
marketing activities, formation of the asset synergetic effect. 
Methods of the Balanced Scorecard were introduced to the 
corporate management instruments. The Company begins 
to use international standards of financial reporting, business 
planning and risk management systems. Industrial activities are 
performed in accordance with ISO 9001, 14001 and OHSAS 
18001 Standards.

The Company 3 times increased consolidated revenue 
during the first five years of operation, which was not only the 
favourable market situation that conditioned the growth, as the 
2.6 times rise of the world oil price was considerably below the 
KMG indicator. A new JSC, "KazMunayGas" Exploration and 
Production, was arranged within the NC structure during the 
same period, which concentrated operations of all the producing 
assets of KMG. Fundamentally new businesses of the National 
Company were shaped, as, e.g., KazRosGas JSC, a joint venture 



with Gazprom, which has been providing Kazakhstan with a stable 
export of natural gas for almost 15 years, as well as revenues for 
the Republic, which had been inadequate previously. 

The "five years of concentration" finished with an 
extraordinary for the Republican corporate sector attraction of 
domestic and international stock investors after IPO of KMG 
Exploration and Production. The event, in addition to its financial 
results, was an evidence of the global acknowledgement of the 
RK oil and gas national sector potentials and capacities. At the 
same time, "KazMunayGas" became an example of high social 
responsibility; the amount of its social deductions was about US 
$100 MM a year. 

The period of "dynamic actions" commenced with 
investments of raised funds to enter strategically promising 
assets and major investment projects. "KazMunayGas" ED 
became a shareholder in such companies, as KazGerMunai, 
Petro Kazakhstan, and Karazhanbasmunai. The "parent" 
company returns Kazakhstan into the North Caspian Consortium 
and arranged new projects to develop offshore resources. It 
participated in the first Tengis Development Expansion, which 
would almost double its productivity. It also provides the RK 
with a share in a large-scale, as far as production is concerned, 
Karachaganak Consortium. 

Purchases and achievements that took place during that 
period were products of the large-scale national oil and gas 
policy. It included development and adoption of a set of legal and 
regulatory acts by the Government, which created principally new 
conditions for activities of the domestic Oil and Gas Sector. Thus, 
appearance in the law of the regulation related to the state priority 
in case of assets on sale helped "KazMunayGas" to provide 
Kazakhstan with participation in all the strategically important 
projects and companies, and thus to considerably increase oil 
and gas revenues of the country. At the same time, the National 
Company turned from a minority shareholder in the oil processing 
and finished product trading sectors into the main participant of 
the market. "KazMunayGas" acted both as the initiator and driver 
of changes to implement domestic interests at a new level in the 
Oil and Gas Sector. 

KMG subsidiaries, KazTransOil JSC and KazTransGas 
JSC provided an appropriate support to the vigorous growth 
of hydrogen production and export outside Kazakhstan and 
international transit; they took part in the large-scale expansion 
of the Eurasian pipeline system. Kazakh pipeline companies 

connected, jointly with partners, the RK western and eastern oil 
pipeline systems, increased the main line to China throughput and 
made a considerable contribution to connect Central Asian gas 
fields with consumers in China.

Summarised results of such decisions meant that Kazakh 
professionals of the Sector, production workers, economists, 
managers and leaders, had radically changed conditions and 
prospects of the state presence on the Kazakhstan oil market. 
They performed the scope of work and produced results compared 
with implementation of a gigantic world-class project. With the 
only difference that people, who made the modern Kazakhstan oil 
history, solved, alongside purely industrial issues, a good deal of 
other issues mostly occurring for the first time. 

Current sectorial realities are unlike not only oil industry of 
the Soviet time, but the recent past of the early 1990s. Provision of 
the maximum profit and long-term strategic planning have become 
equal ranking sides of a single current policy of Kazakhstan in oil 
and gas use for the national benefit.

The main trend of the Oil and Gas Sector development 
current stage includes development of the "KazMunayGas" 
global trend. World class mega projects, where KMG takes part, 
first of all, the North Caspian and Tengiz projects, ramp up oil 
production and prepare yet another large-scale expansion of 
their infrastructures. They would become the main sources of oil 
growth within the area of the former Eastern Block and demand 
on the global market of advanced equipment and services for the 
oil industry during the next quarter of the century. 

During the years to come, the Eurasian vertically integrated 
NC, "KazMunayGas", with the help of international partners, 
would considerably increase production of petroleum products 
at its Kazakh refineries and expand its share on the Regional and 
continental motor oil market including the sales network in EU 
countries. There are other projects as well, which would raise the 
status and rating of "KazMunayGas" NC and, consequently, entire 
Kazakhstan in the world oil and gas community … 

However, speaking of the prospects, it would be worthy to 
remind that achievements and development of the current national 
champion, "KazMunayGas", are based on contributions of the 
companies it consists of, both operating today and those, which 
commenced and participated in the State Sector development prior 
to KMG formal establishment.
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Top Managers of the "KazMunayGas" 
National Company

Bolat Akchulakov 
October – December 2011

Serik Burkitbaev 
May – August 2008

Uzakbai Karabalin 
March 2003 – May 2008

Sauat Mynbayev 
July 2013 – until present

Kairgeldy Kabildin 
August 2008 – October 2011

Liazzat Kiyinov 
February 2002 – March 2003
December 2011 – July 2013
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THE FIRST NATIONAL 
OIL AND GAS COMPANIES 

KAZAKHSTANNEFTEGAS
as the Sovereignty Principle

Establishment of the Kazakhstan oil and gas national 
sector started as an important and dynamic part of 
the general country independence development. Huge 
natural, economic and human potentials of the Oil 
and Gas Sector themselves from the very beginning 
conditioned the meaning and efficiency of their use for 
the benefit and changes of the state.

The start of those processes obviously goes back to 
the Government Decree passed on instructions of 
the President, Nursultan Nazarbayev, in July 1991, 
on the establishment of Kazakhstanneftegas, a state-

owned corporation to explore, produce, transport, process and 
sell oil, gas and petroleum products. It included facilities of 
the Republican and All-Union significance and subordination. 
The corporation establishment was preceded by economic and 
also political disputes between Kazakh oil and gas producing 
associations and All-Union Authorities. They had no will to 
transfer Kazakh oil and gas industry facilities under control and 
property of the Republic. 

As far as in 1988, a Letter of Intent was executed by and 
between the USSR Ministry of Oil and Gas Industry and an 
American company, Chevron, which contained an agreement 
of the Korolev Field joint development. It is commonly known 
that it is located near the gigantic Tengiz Field, but Kazakhstan 
was not notified of the agreement. When it became known, 
the President Nursultan Nazarbayev commenced labouring to 
persuade Mikhail Gorbachev, the Soviet Leader at that time, 
to transfer the authorities of negotiations to the Republican 
Agencies. As a result, a new agreement was executed; it was 
with the Tengizneftegas Production Association. 

However All-Union Departments leaped at the chance to 
subordinate Tengizneftegas and its future mega project. In reply, 
managers of oil and gas producing associations of Kazakhstan 
sent a special application in July 1990 to the Kazakh SSR 
Supreme Soviet and Council of Ministers and to the All-Union 
Ministry of Oil and Gas Industry (MOGI), with a demand to 
transfer oil and gas facilities under control of the Republic. 

The tone was rough; the oilmen wrote, "The MOGI 
suggestion that Tengizneftegas should report to them directly 
escaping the Republican Kazakhneft Group, which would 
include uneconomic oil producing facilities of little promise, 
is unacceptable. The MOGI suggestion of Tengizneftegas 
subordination is based on the intention to become the sole 
owner of the unique field, which is located within the Kazakh 
SSR area". The President Nazarbayev secured that direct 
negotiations about the Kazakh-American Joint Venture 
establishment commenced in summer 1991, which completed 
later with execution of a contract. However, the example with 
Tengiz is more than demonstrative: the decision to establish 
Kazakhstanneftegas, which would include all the oil producing 
assets within the Republic, was made as a continuation of the 
principle intention of its leadership to insist on national interests 
in the Oil and Gas Sector.



The Scale is not 
                  the only thing that matters

To earn on the oil, but not to control it

The first special meeting of industrial and Region 
leaders of oil Regions elected Bulat Elemanov the 
first manager of Kazakhstanneftegas Corporation. A 
professional oilman, who directed in due time that very 

Tengizneftegas Association, and at that time he was a party and 
economic leader of the Emba District. Alongside purely industrial 
activities, Kazakhstanneftegas Corporation fields of activities 
included participation in preparation of a draft government order 
to companies in relation to oil and gas production and processing, 
and also to associated chemical and mechanical engineering 
companies, development of hydrocarbon product price quotations, 
suggestions for oil and petroleum product transportation tariff 
rates, and also their export quotas. The tasks are all-encompassing. 

The Republic gained strength, and its economy, Oil and 
Gas Sector and the tasks it faced grew more and more market 
oriented. Accordingly, they move more and more away from the 
former administrative Soviet system, from the control methods 
and model, which were typical in the past. 

Structural changes of the oil corporation reflected that 
development. The Government transformed it first into the 
Kazakhstanmunaigas National Holding, then, in 1993, into 
the Muinaigas State Holding Company. All the exploration, 
production, transportation and processing assets of the oil 
industry were transferred to the company. They included: 
"Mangistaumunaigas", Tengizneftegas, Embaneft, Aktiubinskneft 

and Yuzhneftegas Associations, the Karazhanbastermneft 
Department, Kazneftebitum Scientific and Production Association, 
Atyrau and Shymkent Refineries, Yuzhnefteprovod Production 
Association, Kazakhstan and Central Asia Main Pipelines 
Production Association, geophysical, associated mechanical 
engineering, servicing and other companies. 

The idea of a holding establishment implied creation of 
a mighty company, which would be able to become a drive to 
develop both the industry and the entire economy. To a certain 
extent, the expectations were satisfied: Kazakhstan received a 
major asset, which was able to represent the country both in such 
an important project as the Caspian Pipeline Consortium, and in 
joint ventures, Kazturkmunai, Karakudukmunai, and in relations 
with other partners. 

However, arithmetic combination of assets had a limited 
efficiency. Hence, notwithstanding the holding establishment, all 
the sectorial performance indicators went down, and, as problems 
within the holding grew, assets gradually are separated from it to 
transfer to joint ventures and arrange new productions. The first 
consolidation of national oil and gas assets was over. However, 
positive lessons learned from operation of Munaigas SH were 
that oilmen realised that it is not only professional industrial 
management that is required to achieve successful business, but 
good quality economic management as well. 

That new corporate ideology formed the basis of the 
National Oil and Gas Company (NOC), Kazakhoil JSC, 
establishment. It was founded on 4 March 1997 by the 
RK President Nursultan Nazarbayev’s Decree.

 

The main activities of Kazakhoil: 
• Exploration and drilling, 
• Oil and gas production, 
• Hydrocarbon treatment and processing, 
• Transportation and storage, 
• Marketing, sales, distribution, 
• Import and export both within the RK area and 

abroad.

State share packages of oil and gas companies including 
joint ventures, as well as all the rights of Kazakhstan participation 
in oil and gas projects and facilities of the sector were transferred 
to the new company. Kazakhoil NOC JSC participated in the 
capital of above 40 legal entities, in 35 of which it owned 5 % 
and above of shares. 

But the main assets included Kazakhoil Emba JSC and 
Uzenmunaigas JSC facilities, which developed totally 45 oil and 
gas fields. Thirty-nine fields were producers then; they were at 

various stages of operation. As for amounts of reserves, the areas 
referred to medium and small ones, with the exception of the large 
Uzen Field. The oldest fields, Dossor and Makat, had been under 
development from the 1910’s.

On the other hand, Timur Kulibayev, who had been the 1st 
Deputy Minister and the Head of the Project Assessment and 
Negotiations Directorate at the RK State Investment Committee, 
and his colleague, Kanatbek Safinov, developed the constituent 
documents, with which Kazakhoil NOC would be registered. 
That legal potential would then help Kazakhoil to use the national 
company potentials, which the predecessors had not used. 

Deceased Nurlan Balgimbayev, who occupied the position 
of the NOC President after being the RK Minister of Oil and 
Gas Industry, worded the company mission as follows: "A 
new, flexible and capable of working under market conditions 
structure was required, which would be able to react to changes 
of conditions on internal and international markets, arrange 
management at the level of international standards and introduce 
the newest technologies, i.e., cash on oil, but not control oil. 
Kazakhoil is qualified to become such a structure, which sees 
its main target in defending Kazakhstan strategic interests on 
the world markets and during implementation of international 
projects with the Republic participation".
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What didTIMUR
KULIBAYEVBring?

The company foundation and its registration in April 
1997 became a start of a principally new stage in the 
Kazakhstan national oil and gas sector development. 
The process was based, on the one hand, on the 
national policy of Kazakhoil political competence 

use and expansion, and on the other hand, on the "human factor", 
as new professional managers, who turned oil production from 
purely technological into a commercial process, came to control 
the company. 

In the late 1990s, during the period of the lowest world oil 
prices, work in the Oil and Gas Sector requires enthusiasm and 
devotion from market economy professionals rather than promises 
them measurable preferences. Balgimbayev recalled it as follows 

THE FIRST STRUCTURE OF KAZAKHOIL 
NOC MANAGEMENT 

Nurlan BALGIMBAYEV, President
Murat SALAMATOV, Vice President
Timur KULIBAYEV, Vice President
Galiausat KESHUBAEV, Vice President

HEADS OF DEPARTMENTS AT THE 
FIRST STAGE: 

Satibai DUZBAEV
Kanatbek ZHUMIN
Musabek ISAEV
Erzhan ORINBASAROV
Azat RACHIOMBEKOV
Asia SIRGABEKOVA
Bakhitzhan KHASANOV

at his time, "No one then in Almaty looked forward to become an 
oilman. I had to persuade Timur Kulibayev rather persistently to 
come to work in Kazakhoil. New focus areas and new tasks came 
with him. He brought new criteria to assess company efficiency, 
new forms of resources management to the Industry. Kazakhoil 
mastered corporate financing on the basis of his developments".

That part of the company activities was from the very 
beginning complicated with the nature of producing assets 
transferred to it. Timur Kulibayev, the Vice President of Kazakhoil 
for Economy and Finances at that time, explained, "A large-
scale privatisation had been performed in the Oil and Gas Sector 
by the time Kazakhoil was established. Shares of Pavlodar and 
Shymkent Refineries, "Mangistaumunaigas" and other companies 
of the Sector had been sold to private companies. The idea of 
Nurlan U. Balgimbayev, an interesting and strong-willed person, 
implied preservation and unification under single control of 
isolated oil and gas facilities, which had not been privatised yet. 
They arose no interest of foreign investors for various reasons and 
were transferred to the new national company. Kazakhoil started 
operations with such assets". 

To increase Kazakhoil investment opportunities, Timur 
Kulibayev suggested issue and placement of corporate internal 
bonds. The suggestion was implemented, and thorough 

preparation to the procedure, which would require a certain 
amount of time, would additionally facilitate upgrading of the 
national company. An audit of oil resources and the company 
financial status was performed in Kazakhoil in accordance with 
international standards. Nothing similar had been performed in 
the practice of the RK oil assets management. Neither such bonds 
had been placed. 

In addition, Kazakhoil issued such bonds as the first among 
all the domestic companies, in an amount of US $25 MM in 
June 2000, with a circulation period of two years. The funds 
received were used to implement projects to increase hydrocarbon 
production and construct a network of state-of-the-art filling 
stations. Thus, efforts of Kazakhoil to turn into a really operating 

vertically integrated company were continued and supported. It 
was a little earlier, in 1999, that Kazakhoil increased its share in 
the Atyrau Refinery up to 86.7 % and established a real control of 
the facility. The decision to allocate receipts from corporate bonds 
to develop the network of filling stations facilitated fixation and 
development of Kazakhoil sectorial status as an operator of the 
national sector in the Oil and Gas Industry of Kazakhstan. During 
the same period, Kazakhoil was assigned functions of foreign oil 
companies operation in the Republic monitoring, and also entitled 
to control their compliance with the Republic laws and contract 
conditions.

Such variegated measures and their results represented an 
actual implementation of the Company Development Strategic 
Plan, which provided solution of comprehensive tasks and 
discharging of the Kazakhoil duel function. On the one hand, it 
should pursue and advocate the interests of the State, achieve the 
maximum benefit from foreign investments into the Oil and Gas 
Sector of Kazakhstan. On the other hand, it should grow into an 
operating company, which could efficiently compete with the best 
international market participants.



Would Bring the Sector to New Positions

OIL AND GAS
TRANSPORTATION 

NATIONAL TRANSPORTATION COMPANIES 
OF THE OIL AND GAS SECTOR

Very important for the state and market processes in the 
oil and gas transportation and distribution segments took place 
simultaneously with Kazakhoil NOC development. There, 
other issues in addition to those of oil and gas transportation 
infrastructure were also solved. Large-scale and fundamental 
upholding of Kazakhstan national interests occurred in that 
sphere, from generation of the future profit of oilmen on the basis 
of export routes to heat and energy provision for millions of the 
Republic residents. 

It is likely that it was collisions of that story that the 
scale of efforts, which the country’s President, managers and 
employees of national companies made to protect and facilitate 
domestic priorities in the Oil and Gas Sector of Kazakhstan, 
manifested most vividly. National oil and gas transportation 
companies, KazTransOil, Oil and Gas Transportation, and other 
companies became one of the leading forces in that process and 
in their segment.

Formation of the transportation segment of the new 
Oil and Gas Industry national sector started simultaneously 
with development and upgrading of the Kazakh upstream. In 
1992, oil pipeline assets operating within the Republic were 
concentrated in production associations of Yuzhnefteprovod 
and Main Pipelines of Kazakhstan and Central Asia. That was 
the way the trend of asset concentration in the oil transportation 
segment started.

At the same time, when Kazakhoil NC was registered in 
April 1997, the Government established Kazakhnefteprovod 
National Oil Pipeline Company JSC. Kazakhnefteprovod 
united former oil transportation associations included in the 
Munaigas Holding. 
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THE PRESIDENT WROTE, 

"I AM FOR IT!"

The concept and justification of Kazakhnefteprovod-
Transoil establishment had been discussed by the Ministry of 
Oil and Gas for a long time. Managers of oil companies voiced 
various opinions including negative. However, the Minister, 
Nurlan Balgimbayev, supported the position of initiators, 
A.I. Lobaev, K.M. Kabildin and T.M. Kasimov, to establish a 
specialised pipeline company to implement the national policy 
in that sector and forwarded an appropriate suggestion to the 
President of the country. The President charged the prime Minister 
as follows, "Please review and make a decision in relation to 
these important for the country issues. I am for it!" The oil 
transportation company was established by direct order of the 
President Nursultan Nazarbayev. 

Transportation capacities including above 6,400 km of main 
oil pipelines and above 2000 km of socially important water 
supply lines were transferred to the new national company. It 
also included about 40 pumping stations, and the total capacity 
of oil storage tank farms exceeded 1 million of cubic metres. 
Kazakhnefteprovod-Transoil became the strongest and the mostly 
influential market participant in its sector, as it provided export of 
about 80 % of oil produced in Kazakhstan.

Such a strong market participant was established "to 
improve compliance with the RK economic interests in the 
issues of oil and petroleum product transportation, export and 
import, and also to optimise the structure of national company 
management". The company was charged with representation 
of the Republic interests in any pipeline projects including 
international ones. Kazakhstan required raising of investments 
into the oil transportation segment to develop it and provide a 
single tariff policy for all the main pipelines. 

The main idea of the above transformations was that 
the producing segment was overcoming the previous decline 
trend and an adequate transportation support was vital for it to 
continue growing.

Soon, the company was called KazTransOil, which 
wording reflected the national identity and line of business and 
made its purpose more clear for foreign clients and partners. 
Both Kazakhoil and the National Oil Transportation Company, 
KazTransOil, had to solve both commercial and strategic issues. 

Under conditions, when a considerable portion of the 
Republic oil resources are developed by international companies, 
control of oil transportation provides the Government with 
additional authority over the sector and improves protection 
of national interests. It is a "strategic reserve" of the RK, 
which, however, shall be used wisely and efficiently. After all, 
KazTransOil also has its problems: in 1992-1997 oil transportation 
capacities could not receive required industrial investments. Due 
to that, up to 6 failures took place per 1000 km of a pipeline 
during that period; so emergency maintenance had to be carried 
out actually every day.

KazTransOil commenced improvement of oil transportation 
activities from transition of payments for its services by natural 
lots of oil to monetary settlements. One of the first leaders of the 
company, Nurlan Kapparov, recalled in his time, "The programme 
implied that our clients, such companies as Tengizchevroil, 
Karazhanbasmunai, Kazakhoil companies Ozenmunaigas and 
Embamunaigas, did not pay money for oil transportation. Payment 
in terms of money was, at the moment if I am not mistaken, about 
30 % of the total amount. All other payments were made by 
barter, often with delays. Our main task included establishment 
of financial discipline. And we did it: in a year, actually 95 % of 
payments were made in due time, as advance payment and in 
money terms". 

The amount of the tariff increased by way of inclusion 
of the investment component in it for transportation capacities 
maintenance and development, and also additions for KazTransOil 
to receive revenue due to rendering of services. Kairgeldy 
Kabildin, who worked in various years in the management of 



Nursultan Nazarbayev,
the President of the Republic of Kazakhstan 

KAZTRANSOIL PROVIDES STABLE OPERATION OF THE MAIN 
OIL ROUTS:

• UZEN – ATYRAU – SAMARA, 
• KALAMKAS – KARAZHANBAS – AKTAU, 
• ZHANAZHOL – KENKIYAK – ORSK, 
• OMSK – PAVLODAR – SHYMKENT, 
• THE SOCIALLY IMPORTANT PIPELINE OF ASTRAKHAN – 

MANGISHLAK. 

KAZTRANSOIL JSC RENDERED SERVICES RELATED TO 
OPERATION AND MAINTENANCE OF MAIN OIL PIPELINES, 
WHICH WERE OWNED BY OTHER LEGAL ENTITIES:

• KENKIYAK – KUMKOL AND ATASU – ALASHANKOU (KAZAKHSTAN 
– CHINESE PIPELINE LLP)

• KENKIYAK – ATYRAU (SZTK MUNAITAS JSC)
• AKSAI – BOLSHOI CHAGAN – ATYRAU (KARACHAGANAK 

PETROLEUM OPERATING B.V.)
• CPF TURGAI PETROLEUM – MAIN PUMPING STATION KUMKOL 

(TURGAI PETROLEUM JSC)

national oil transportation and oil assets, explained the 
way KazTransOil developed, "A formula, which provided 
justification of operating costs and the rate of return for used 
assets, was developed jointly with an American consulting 
company. The method is still in use. New people were 
involved including young managers". 

"Please review and make a 
decision in relation to these 
important for the country 
issues. I am for it!" 
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Oilmen of a new 
generation

Measures taken by KazTransOil lead to the situation that in 
1998, the amount of oil transportation exceeded 24 MM tonnes, 
and the cargo turnover exceeded 15.3 billion tonne-kilometres. In 
addition, the company operates railway oil loading and unloading 
racks in the main oil producing Regions. Capacities of railway car 
loading terminals reach 5 MM tonnes of crude a year; those of 
marine terminals exceed 6 MM tonnes. 

Starting from that time, the company performance indicators 
continue to increase. As mentioned above, subsoil resources users 
provided an immense jump in oil production in Kazakhstan after 
1996. The rise was to a great extent supported by KazTransOil, 
which extended its production geography creating points of 
access to the oil export system at the locations, where producing 
companies had no access before. 

Transport workers were the same pioneers in industrial 
development and coming of the Republic to higher oil indicators, 
as subsoil resources users were in the expansion of traditional and 
formation of new growth sources. 

Timur Kulibayev, who managed the process, described its 
details, "When I was appointed as a President of KazTransOil 

KAZTRANSOIL PERFORMANCE INDICATORS IN 1997-2001

Operations 1997 1998 1999 2000 2001

Oil transportation, 
MM t

22,97 21,10 25,00 27,78 32,02

Oil turnover, 
MM t / km

17,17 15,34 16,81 19,10 21,81

Water supply, K м3 18,22 13,83 12,79 13,77 15,09

Received from: KazTransOil JSC

in March 1999, I based on work with personnel. The company 
activities were well arranged from the technical, managerial 
and industrial points of view. But it somehow lacked modern 
knowledge in the field of finance and commerce. Our team filled 
the vacuum. 

As a result, KazTransOil became one of the mostly 
successful companies in Kazakhstan during a short period. To 
ensure professional growth, each newcomer to the central office of 
the company had, by my order, to work first in a production branch 
in a Region, i.e., go through real practice. Having brilliantly 
shown his/her worth and returning in two or three years to the 
central office, they knew every production area perfectly well. In 
addition, we have always supported employees, who wished to 
upgrade their skills abroad, paying for their training.

Later on, the work experience and human resources, which 
had been formed in KazTransOil by that time, became the basis 
to establish KazTransGas and many other companies, which we 
established later".



Received from: KazTransOil JSC

"When I was appointed as a President 
of KazTransOil in March 1999, I focused 
on employees. The company activities 
were well arranged from the technical, 
managerial and industrial points of view. But 
somehow it lacked the modern knowledge 
in the field of finance and commerce. Our 
team has filled the gaps..." 

Timur Kulibayev,
KAZENERGY Association Chairman
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Bring up Racks
To increase investments in the Kazakh oil transportation 

structure, Timur Kulibayev, who had prepared issue of bonds of 
Kazakhoil at the Kazakh stock market, brought the process up 
to a new level at KazTransOil, when he became the President. 
KazTransOil issued its first bonds for an amount of US $20 MM 
in 2000, and the Kazakh Stock Exchange immediately included 
them into listing "А". The bonds were sold for US $100, with a 
circulation period of three years and a yield of 10.3 % a year. 

A successful financial and economic standing, as well as the 
company horizons preconditioned a high demand for KazTransOil 
securities, even though it offered the longest circulation period and 
the yield economic rate as compared with other Kazakh emitters. 

Raised funds were allocated to invest a number of projects. 
Commissioning of a new oil loading rack 3 MM tonnes in capacity 
at the Pavlodar-Shymkent Oil Pipeline Atasu Oil Pumping Station 
in July 2000 became one of the first major projects the company 
implemented. It provided oil transhipment and supply to China 
by railway. Russian oil transported via the pipeline from Western 
Siberia might be loaded there. 

The objective of the investment project was to expand oil 
sales markets for Kazakh producers. It was achieved, and the 
project itself became an important step on the way of oil from 
the Kumkol Basin fields access to the Chinese market provision. 
Establishment of that infrastructure centre to export to China 
still increased her trading and investment interest to Kazakhstan 
in return. Indeed, the Kazakhstan-Chinese oil pipeline would be 

constructed later from Atasu, and KazTransOil would become 
an active participant in facilitation of major international oil 
transportation projects. (The next Chapter describes them in 
more details). 

Establishment of the Caspian Pipeline Consortium (CPC) 
in 1992, execution of the shareholder agreement in 1996, and 
commissioning of the first CPC export pipeline stage in 2001 
along the route of Tengiz-Black Sea was obviously an important 
event in the recent oil transportation history of Kazakhstan.

KazTransOil expanded transportation capacities within 
the Republic. New facilities gave local subsoil resources users 
accesses to export routes, which they had not had before. Those 
were extra-urgent solutions for producing companies, as the 
process of oil production itself requires continuous transportation 
of the product; and lack of the latter makes the subsoil user either 
suspend production, or agree to sales with a minimum profit. 

Construction of the transportation infrastructure facilities in 
the Regions, where it was lacking for full-fledged implementation 
of subsoil resources users’ projects, became a full-scale area of 
KazTransOil activities. The Company promised to invest US $1 
billion into upgrading of pipeline grids. Such investment activity 
was maintained due to continuation of the Company’s efficient 
raising of external loans. 



At the same time, KazTransOil actions 
turn to be innovative for the Kazakh Industry 
corporative sector. They not only solve the 
Company’s issues, but also produce landmarks 
and new experience for participants of economic 
activities in the RK. For example, KazTransOil 
entered the global security market in 2001 and 
successfully placed Euronotes of the first emission 
for an amount of US $150 MM, with a maturity 
period of five years. 

The placement was made at the London 
Stock Exchange and became the first issue of 
corporate bonds at international capital markets 
for both KazTransOil and all the Kazakh companies of the 
non-banking sector. The total order book to purchase the bonds 
considerably exceeded the emission and allowed fixation of the 
final yield at a level of 8.67 % annual, with a coupon rate of 
8.50 % annual, which was the lowest threshold during the yield 
preliminary discussion. 

I.e., the rate of interest offered by KazTransOil reduced 
as compared with the Kazakhstan placement, and international 
demand for securities grew. What is more, it turned out really 
global, as investors from various rich Western countries wished 
to buy securities of our domestic company. The road-show was 
performed in several cities of the USA, Frankfurt and London as 
individual meetings with interested buyers. 

The placement was diversified among various investor 
groups. The proportion of American ones, for example, amounted 
44.4 %, those from the UK and Germany were 26.3 % and 18.4 
% accordingly. Investors from Switzerland, Austria, Holland and 
Spain took part in the placement. The emission, same as with 
Kazakhoil, was initiated and arranged by Timur Kulibayev…

The KazTransOil policy in the issue 
of corporate securities is interesting by its 
evolution, which made ancillary business of 
a production company important for purses 
of tens, and possibly hundreds of thousands 
of Kazakh residents. Here, in this story, we 
shall go ahead of other sectorial events in the 
KazTransOil history to reflect that evolution. 

In that particular case, i t  was 
demonstrative that the Company moved from 
arrangement of project loans to really people’s 
shareholding. In 2012, KazTransOil brought 
its shares to the formal stock market under 

the "People’s IPO" National Programme. RK citizens and 
Kazakh pension funds were offered almost 38.5 million of 
the Company’s ordinary shares at a price of 725 for each. The 
scope of requests in response reached almost 35 thousand 
for a total amount of above 59 billion tenge, so the demand 
exceeded the supply more than twice. 

Tens of thousands of the Republic citizens became 
owners of 10 % of KazTransOil shares. The securities shall 
provide them with an appropriate share in the dividend of 
2012-2016 in an amount of about 220 billion tenge, which 
was paid to the shareholders. In addition, the dividend 
amount exceeded 51 billion tenge in 2016! The highest scope 
of security trading at the Kazakh Stock Exchange falls on 
KazTransOil shares nowadays.

Such were the results of the cumulative economic effect 
for the Republic of the courageous and well thought out entry 
of Kazakh national oil and gas companies on the global 
capital market at the very beginning of their activities …

FROM EURONOTES TO 

"PEOPLE’S IPO"

Tens of thousands of the Republic citizens became owners of 10% 
of KazTransOil shares. The securities shall provide them with an 
appropriate share in the dividend of 2012-2016 in an amount 
of about 220 billion tenge, which was paid to the shareholders. 
In addition, the dividend amount exceeded 51 billion tenge in 
2016! The highest scope of security trading at the Kazakh Stock 
Exchange falls on KazTransOil shares nowadays.
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OIL AND GAS TRANSPORTATION NATIONAL COMPANY 

A 100 percent State Owned Oil and Gas Transportation NC JSC was established 
by Government Decree No. 591 of 2 May 2001. The Company was established to 
systematise operation of the Oil and Gas Sector and create a single system 
to manage main pipelines.
State owned shareholding in such joint stock companies as KazTransOil, 
"KazTransGas" (which development will be described separately), Kazmortransflot, 
Munai-Impex, KazTransSvyaz, Aktubneftesvyaz, International Atyrau Airport and 
Euro-Asia Air aviation company were transferred to the new company. As for its 
corporate capacity and oil and gas activity scale, Oil and Gas Transportation could 
be compared, and possibly exceeded Kazakhoil business. 
Participation in any internal and international projects of Kazakhstan related to 
hydrocarbon material transportation, as well as marketing in the field of oil and gas 
sales was referred to the main activity areas of Oil and Gas Transportation NC.

OIL AND GAS TRANSPORTATION NC 
MANAGEMENT AT THE TIME OF THE 
COMPANY ESTABLISHMENT

Timur KULIBAYEV, the General Director
Kairgeldy KABILDIN, the 1st Deputy
Bolat PALIMBETOV, the 1st Deputy
Daniyar BERLIBAEV, Deputy

OIL AND GAS TRANSPORTATION 
NC LEADING OFFICIALS 

Murat ABDRAKHMANOV
Timur BIMAGAMBETOV
Leonid IVANOV
Aziz ILEUOV

OIL AND GAS TRANSPORT NC 
BOARD OF DIRECTORS 

Uzakbai KARABALIN, 
Deputy Minister of Energy
Alexander ANDRIUSHENKO, 
Deputy Minister of Economy
Maksutbek RAKHANOV, 
State Property and 
Privatisation Committee Chairman
Timur KULIBAYEV, 
General Director 
of Oil and Gas Transport NC JSC
Kanatbek SAFINOV, 
RK Prime Minister’s Office Legal 
Department Deputy Manager



TRANSPORTATION
FACILITATES

PRODUCTION
Meanwhile, 2001 was a landmark year for the Oil and 

Gas Sector, as well as the entire economy of Kazakhstan. It 
accumulated the results to achieve which strenuous technical, 
political and other work had been carried out in various areas 
during the previous years. Now, conceptual changes took place 
in the area of transportation capacities to export black gold. 
Timur Kulibayev marked them at the moment with only one but 
comprehensive phrase, "Today one can say with confidence that 
Kazakhstan will be provided with a full-fledged access to export 
routes for the years ahead".

That was true. Commissioning of the CPC pipeline, with an 
initial throughput of 28 MM tonnes, an agreement with Russia to 
pump 15 MM tonnes a year through the Atyrau – Samara Pipeline 
and obtaining of a quota to export 2.5 MM tonnes more along 
the Aktau – Makhachkala – Novorossiisk multi-transportation 
route gave Kazakhstan an opportunity to export 45.5 MM tonnes. 
An unprecedented amount! An immense help and incentive to 
increase oil production. 

Naturally, production of liquid 
hydrocarbons increased by 7.7 MM 
tonnes, as compared with 2001, the very 
next year after the above events took place 
in the transportation sector. It was the 
largest at the time annual increment for 
the entire history of sovereign Kazakhstan. 
It is clear that such oil production growth 
would be impossible without solution of 
transportation tasks.

Oil and Gas Transportation National 
Company established with inclusion of 
KazTransOil in the same 2001 prepared 
natural gas export from Kazakhstan under 
new conditions, which commenced in 2002. (The Section devoted 
to KazRosGas describes it in more details).

KazTransOil itself, as the mostly developed business of Oil 
and Gas Transportation NC, increased investments and allocated 
funds raised due to Euronotes to finance new oil transportation 
projects. The next major and considerable for the Kazakhstan oil 
export policy event was construction of the Kenkiyak – Atyrau 
main oil pipeline almost 450 km long, with a throughput of 6 
MM tonnes a year. 

KAZTRANSOIL JSC TOOK PART IN VENTURES WITH 
FOREIGN PARTICIPATION

• Kazakhstan-Chinese Pipeline LLP. (in equal proportions with CNODC), 
owns the Atasu – Alashankou and Kenkiyak – Kumkol oil pipelines, 
with a total length of 1759 km and throughput of 12 MM tonnes a year.
• MunaiTas SZTK JSC (the KazTransOil share is 51 %, that of CNPC 
Exploration & Development Co. is 49 %), the owner of the Kenkiyak – 
Atyrau pipeline, with a length of 449 km and throughput of 
6 MM tonnes a year.

On the one hand, it provided access for Aktiube oil to export 
pipelines of the Caspian Pipeline Consortium and to Atyrau - 
Samara. Appearance of the Kenkiyak – Atyrau main oil pipeline 
became a highly remunerative alternative to the Kenkiyak – Orsk 
dead-end pipe, and Aktiubinsk producers received access to routs 
to North-Western, Central and Southern Europe. 

On the other hand, the Kenkiyak – Atyrau section would be 
a part the trans-republican Kazakhstan-Chinese oil pipeline from 
Atyrau to Alashankou under construction, which construction and 
role will be described in more details by the next chapter.

The industrial significance and work efficiency growth 
conditioned the increase of errands issued to KazTransOil and 
international project proportion in them. Meanwhile, the Company 
was already a part of "KazMunayGas" National Company. 

Kazakhstan witnessed rapid development of international 
and Regional oil pipelines during several years. The Atasu 

– Alashankou Main Pol Pipeline was put into operation; the 
Astrakhan – Mangishlak Water Supply Line and Pavlodar – 
Shymkent Oil Pipeline within the Karakoin - Atasu section were 
reconstructed. Line heaters were purchased, which improved waxy 
and highly viscous oil export opportunities and increased the 
revenue of Oil and Gas Sector participants and the State. 

A tanker fleet was established, which strengthened export 
independence of Kazakhstan; other projects were promoted. 
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MAIN EVENTS OF KAZTRANSOIL NC IN 2002-2006

• Automatic company management systems SAP/R3 were introduced in KazTransOil JSC subdivisions and the 
International Integrated Management System was certified in the International Certification System.

• The first and second phases of the Alibekmola Pumping Station were commissioned, with a tank farm to perform 
acceptance operations. 

• The Kenkiyak – Atyrau Main Oil Pipeline operation commenced.
• KazTransOil received from "KazMunayGas" 51 % of shares in MunaiTas JV. MunaiTas contracted a loan of US 

$81.6 MM with the European Bank.
• The Company was renamed into KazTransOil JSC on 31 May 2004.
• KazTransOil and Chinese National Oil and Gas Exploration and Production Corporation (CNODC) founded 

Kazakhstan-Chinese Pipeline LLP. in equal proportion. KCP placed Eurobonds for US $300 MM to finance 
construction of the Atasu – Alashankou Oil Pipeline.

• The Atasu – Alashankou Main Pipeline was put into operation.
• The North Buzachi – Karazhanbas Oil Pipeline was put into operation.
• KazTransOil completed reconstruction of automatic systems at 23 major facilities and introduced the SCADA 

system at all the company management levels.

The basic activity of KazTransOil JSC continued to grow after it was included into 
"KazMunayGas" National Company. 

KAZTRANSOIL PERFORMANCE INDICATORS IN 2002-2006

Operations 2002 2003 2004 2005 2006

Oil transportation,
MM t

30,32 34,19 38,39 38,20 43,27

Oil turnover, 
MM t / km

24,80 24,60 25,14 25,13 28,83

Water supply, K м3 14,38 14,84 18,00 18,12 21,79

Received from: KazTransOil JSC

MAIN EVENTS OF KAZTRANSOIL NC IN 1997-2001

• The Government approved the KazTransOil Oil Transportation National Company 100 percent owned by the State 
 on 2 April 1997.
• KazTransOil signed assets of the Tengiz-Grozniy Oil Pipeline Kazakh Section off to the Caspian Pipeline Consortium.
• Oil transportation through the system of main oil pipelines services and water supply through the main water supply 

system services were included into the Republican Section of the State Natural Monopolies Register.
• Construction of an oil loading rack was completed at the Atasu Oil Pumping Station.
• The Company placed the first issue of Eurobonds on international stock markets, which became the first corporate 

Eurobond issues of Kazakh companies, for a total amount of US $150 M, with a coupon equal to 8.5%. 
 The Eurobonds were completely settled.
• Facilities to tranship oil into the Caspian Pipeline Consortium system were constructed at the Atyrau 
 Oil Pumping Station.
• RK Government Decree No. 591 established Oil and Gas Transportation National Company JSC on 2 May 2001. 
 The state owned parcel of KazTransOil JSC shares was transferred to the National Company authorised capital.



MAIN EVENTS OF KAZTRANSOIL NC IN 2007-2011

• KazTransOil received certificates of the British Standard Institution of compliance with requirements of ISO/IEC 
International Standards and of Norwegian DET NORSKE VERITAS of compliance with the OHSAS International 

 Quality Standard.
• The Batumi Oil Terminal was bought.
• A 10-year loan was contracted for an amount above US $1 billion to finance construction of the Kenkiyak – Kumkol 

Pipeline.
• The Kenkiyak – Kumkol Pipeline was put into operation, when the project was implemented.
• The first upgraded Central Control Room was put into operation in Pavlodar; rearrangement of the KazTransOil oil 

pipeline management hierarchy commenced.
• The Company received the Kazakh section of the Tuimazy – Omsk – Novosibirsk-2 Oil Pipeline (the TON-2 Pipeline) 

from "KazMunayGas" as payment for placed Company’s shares.

KAZTRANSOIL PERFORMANCE INDICATORS IN 2007-2011

Operations 2007 2008 2009 2010 2011

Oil transportation, 
MM t

45,68 47,47 50,89 52,50 54,02

Oil turnover, 
MM t / km

31,10 32,27 33,51 34,22 34,49

Water supply, K м3 19,40 19,50 18,93 21,36 21,19

Received from: KazTransOil JSC

And it was in 2009, when the Kenkiyak – Kumkol pipeline 
was commissioned. Construction of that section was a "golden 
joint" of Republican oil pipelines. Implementation of the project 
was of a great strategic significance for the Oil and Gas Sector 
and policy of Kazakhstan. A single differently directed oil 
transportation system was established, which would provide the 
country and the majority of oil producers with an access both to 
the western and eastern markets of Eurasia. 

Engineering capabilities of such pipeline integration 
continued to extend, and in 2013, after commissioning of two 

Oil Piping Stations at the Atasu – Alashankou oil pipeline, a 
technical capability to pump 20 MM tonnes of oil via the main 
line was achieved. A full-scale expansion of the KCP was then 
mutually related to the demand growth and oil supply to the 
Chinese market profitability. 

But above all, after the Western and Southern Pipeline 
Systems connection, Kazakhstan and its exporters gained the 
opportunity to flexibly redirect commodity flows from any major 
fields in any direction on the basis of market conditions. 



Batumi Oil Terminal
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NATIONAL
OPERATOR

KazTransOil participation in the oil transportation system of the 
Continent expansion was beyond the Kazakhstan boundaries; the Company 
bought an oil terminal in Batumi. The strategic task included laying of new 
logistic routs including via new development areas. E.g., in Southern Europe, 
where "KazMunayGas" creates one more conglomerate of its integrated 
business, which will be described in Chapter 4, Fuel Sector and Hydrocarbon 
Material Deep Processing. 

On the other hand, the "Southern Caucasus Corridor" was established not 
only for the available oil, but also for future products from the Caspian Shelf.

Advancement of transportation and, in general oil influence of the 
RK on countries of the Black Sea Basin shows how the national segment of 
the Kazakh Oil and Gas Sector moves from forces concentration inside the 
Republic to economic expansion outside it. 

The same mainstreaming both in the oil transportation area and 
in petropolicy was granted to the RK by commencement of Russian oil 
transportation to China via the territory of Kazakhstan through KazTransOil 
pipelines. The Company commissioned new pipeline capacities at various 
routes, both independently and with partners, including the Caspian Pipeline 
Consortium and Kazakhstan-Chinese Pipeline LLP. (The next chapter will 
describe it in detail).

An honestly earned political result of such industrial corporate 
achievements was obtaining by KazTransOil the status of the National Main 
Pipeline Operator in October 2012. Its activities, as the Government Decree 
specified, was "aimed at development of the main oil pipeline system in the 
RK and provision of its efficient, reliable and safe operation". Allotment of 
such tasks and authorities to KazTransOil was based on the Law, On the Main 
Pipeline, i.e., they are of a legal status. It says a lot about the Company’s 
significance and place in the national oil policy implementation

KEY OBJECTIVES OF THE MAIN OIL PIPELINE 
NATIONAL OPERATOR:

• Serving the interests of the Republic of Kazakhstan 
and other participants of relations during product 
transportation via main pipelines on the internal and 
external markets,

• Provision of innovative development of the main pipeline 
system and its integration into the global energy system,

• Participation in development and implementation of 
Governmental and National Programmes to develop the 
Oil and Gas Sector as related to oil transportation via 
main oil pipelines,

• Development and submission to the Authority for review 
of suggestions in relation to draft regulatory legal acts 

aimed at improvement of the Republic of Kazakhstan 
laws on the main pipeline,

• Participation in development of draft regulatory 
documents, regulations and specifications in the field of 
main pipelines and,

• Participation in development and implementation of 
international agreements in the field of oil transportation 
via main pipelines,

• Participation in work to implement international projects 
aimed at strengthening of energy supply security and oil 
transportation route diversification.



• Kazakhstan passed the Law, On the Main Pipeline.
• The RK Government Decree appointed KazTransOil JSC the Main 

Pipeline National Operator. 
• The Kazakh Stock Exchange opened a tender on the secondary 

market of KazTransOil JSC ordinary shares under the programme 
of "People’s IPO". The scope of requests exceeded the scope of 
placement 2.1 times; 10 saving pension funds and 33,989 citizens of 
the RK bought the shares.

• Transportation of Russian oil through the Kazakhstan area to China 
commenced in an amount of 7 MM tonnes a year.

• Construction of the Kumkol – Karakoin oil pipeline third string 
completed.

• Oil transportation services with the purpose of transit and export 
were withdrawn from the area of natural monopolies in accordance 
with amendments of the Republic of Kazakhstan Law, On Natural 
Monopolies and Regulated Markets.

• Reconstruction of the Pavlodar-Shymkent Main Pipeline Barsengir-
Atasu section was completed to provide the main line throughput 
in the reverse direction. The work was carried out as a part of 
the Kazakhstan – China Pipeline throughput increase up to 20 MM 
tonnes a year.

• KazTransOil JSC entered the International Association of Oil 
Transporters.

• KazTransOil supplied Kazakh oil to the RK Refinery via the RF area 
from December 2015 along the following route: Atyrau – Samara – 
TON-2 – Priirtishsk – RK Refinery.

• Oil reception from the Kashagan Field commenced. Oil is transported 
through the Atyrau – Samara Oil Pipeline section and shipped via the 
Ust-Luga Port.

• The RK Ministry of Finance State Revenue Committee Astana State 
Revenue Department recognised KazTransOil JSC as the best tax 
payer of the capital on the basis of 2015 results.

KAZTRANSOIL PERFORMANCE INDICATORS IN 2012-2016

Operations 2012 2013 2014 2015 2016

Oil transportation, 
MM t

53,46 53,92 50,03 47,54 43,80

Oil turnover, 
MM t / km

34,53 36,99 35,83 36,87 35,64

Water supply, K м3 22,80 23,40 24,82 24,99 25,13

Received from: KazTransOil JSC

Kairgeldy Kabildin, who leaded KazTransOil JSC for a long 
time and took part in implementation of important oil pipeline 
projects in Kazakhstan, worded the main strategic and industrial 
achievements of the domestic oil transportation company during 
the years of independence. He says, "I am proud to note today that 
a multi-vector pipeline system has been created in the Republic. It 
is integrated into the international oil transportation network and 
uninterruptedly supplies black gold of Kazakhstan to domestic 

and global markets. KazTransOil JSC, as a national operator of 
the main pipeline, has constructed above a thousand kilometers 
of new main oil pipelines and upgraded the country tank farm 
by 60 %. The Company is an efficient oil and gas asset of our 
country, successfully implements the state policy in its area and 
facilitates the economic growth of Kazakhstan and raising of the 
people well-being". 

MAIN EVENTS OF KAZTRANSOIL NC IN 2012-2016
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Kainulla Kasenov 
April – July 1997

Abai Sadikov 
January – September 2002

Nurbol Sultan 
January 2009 – October 2011

Nurlan Kapparov  
July 1997 – April 1998

Askar Smankulov  
September 2002 – January 2004

Kairgeldy Kabildin  
October 2011 – December 2015

Erlan Upushev  
April 1998 – March 1999

Kairat Krimov  
January 2004 – February 2006

Dimash Dosanov  
from August 2016 – 

until present

Timur Kulibayev  
March 1999 – January 2002

Berik Tolumbaev  
February 2006 – December 2007

Bolat Palimbetov  
January 2002

Nurtas Shmanov  
December 2007 – January 2009 
December 2015 – August 2016

KazTransOil JSC Managers



KAZAKHGAS
Went its Own Way

KazTransGas JSC and Intergas Central Asia JSC
Kazakhstan made the first steps to found a Republican 
gas company in 1991. A conference of the USSR Gas 
Industry located within the Kazakh SSR area leaders 
was held in autumn in Uralsk, which approved the 
decision to establish a Kazakh gas company. The 
Kazakh SSR Cabinet of Ministers passed Resolution No. 
601 on 11 October 1991, On the Kazakh State Concern, 
KazakhGazprom, to Explore, Produce, Transport and 
Process Natural Gas and Gas Condensate. 

Kadir Baikenov, who was a RK Deputy Prime Minister 
and headed the then Ministry of Energy in 1991, explained the 
frame of mind at that time, "We understood that political and 
economic events of that time led to the USSR break-up; hence, 
it was necessary to establish a new structure of to manage the 
oil and gas sector and companies, which had reported to the All-
Union Ministry. As a result, all the core facilities of the Union 
subordination were divided between the Kazakhstanneftegas 
Corporation and KazakhGazprom Concern. The Concern became 
the parent company for Kazakhgas".

All the gas transportation systems within Kazakhstan 
were transferred to KazakhGazprom; those were the Bukhara 
– Urals, Gasly - Shymkent, Bukhara – Tashkent – Bishkek - 
Almaty, Central Asia - Centre, Orenburg – Novopskov main 
gas pipelines and a number of others. Nazhametdin Iskaliev, the 
First Secretary of the Communist Party West Kazakhstan Region 
Regional Committee, which hosted the largest in the Republic gas 
containing Karachaganak Field, suggested that Eset Azerbaev, the 
General Director of one of gas transportation associations, should 
be appointed the Head of KazakhGazprom. 

The new Concern occupied the 11th place in the world 
among gas companies, as far as the scope of its operations was 
concerned.

New organisation departments were arranged to control 
separate areas: Uralsktransgas State Owned Company (directed 
by V.I. Lekhman) was established on the basis of the Orenburg 
– Novopskov and Soyuz Pipelines, Aktiubinsktransgas (headed 
by B.U. Aldabergenov) to operate the Bukhara – Urals; 

Zhayiktransgas (A.K. Kushkinbaev) was based on the Tashkent 
– Shymkent – Jambul – Bishkek - Alma-Ata System and Gazly 
- Shymkent capacities. Aktasutransgas (G.G. Stoppel) controlled 
transportation and main gas pipeline operation in the Mangistau 
Region, and Kustanaitransgas (directed by K.R. Omarov) arranged 
gas supply in the Kustanai Region. 

Baikenov recalled, "Experts, who had previously worked 
in the Gazprom system and had a wide work experience, worked 
at the local level. There was no lack of professionals; the task 
was to find them and position properly, Which Eset Azerbaev 
managed to accomplish". Later on, the Concern was transformed 
to Kazakhgas National Gas Company. And then, in September 
1993, Cabinet of Ministers Decree No. 851 reordered it into 
Kazakhgas State Owned Holding. 

The restructuring was made "with the purpose of the Gas 
Sector development efficient management and formation of 
market relations in the gas supply area". Two major companies 
operating in the West Kazakhstan Region were established within 
Kazakhgas. They were producing KarachaganakGazprom JSC 
and Batistransgas JSC. T.E. Naushiev was appointed the President 
of the Kazakhgas Holding. In addition, another core business, 
Kazakhgasification, was reorganised into Alaugas State Owned 
Holding, which mostly dealt with gas distribution and construction 
of gas grids in the Regions. It was headed by V.A. Putintsev. 

The character of the Gas Transportation Sector 
restructuring in the 1990s makes it clear that its development 
took another direction than that of oil transportation. There was 
no consolidation of assets and management centralisation.
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TO WAIT OR 
TO RUN AHEAD?

Veterans of the Gas Sector underline that a high wear 
out level was a fundamental issue of the gas transportation 
system. The average gas pipeline service life was about 30 
years, and a great deal of pipes was laid down through the RK 
as far as in the 1960s. The capacities were maintained; pipes 
were changed; loop lines were constructed, but the actual wear 
and tear every year increased the amounts required to maintain 
pipelines, compressor stations and other equipment in operation. 
The newly established Concern had not enough money. 

The situation was aggravated by the fact that Kazakhstan 
possessed infrastructure, which was able to pump through almost 
200 billion m3 of gas a year from Turkmenistan, Uzbekistan and 
Russia, but transit amounts were unstable and reduced due to the 
economic crises and defaults in payment of former Soviet buyers 
of natural gas. They have not paid for transit through the RK 
area; that was why the Republic lost its own potentials to buy 
Central Asian methane. Uzbek gas supplies to South Kazakhstan 
via Kyrgyzstan were undermined by unauthorised extraction by 
that republic. 

Issues of Kazakhstan gas transportation and gas 
distribution systems turn out to be a part of global industrial 
and economic issues within the area from Turkmenistan to the 
Ukraine including. The amount of transit via the RK drop from 
76 billion m3 in 1992 to a little above 30 billion in 1997. 

The Republic faced a choice between two scenarios during 
that period. One implied preservation of the situation waiting 
till relations improve between Central Asian suppliers and 
Gazprom, which purchased amounts greatly depended on its 
gas export sales to the Ukraine and Western countries. That way 
left a passive role to Kazakhstan. 

The second option provided that the Republic would take 
its own steps to amend the existing situation within its area and 
would use its own gas transportation and gas distribution assets 
and potentials for that. Kazakhstan chose the active way.

Gas pipelines location map of Kazakhstan, 
Turkmenistan and Uzbekistan



MANY PEOPLE WANTED 
THE GAS CONCESSION

The start of Kazakhstan negotiations in 1997 with several 
foreign companies to grant a concession for the internal and 
international parts of the Republic gas transportation system 
became an implementation of the choice. The concession covered 
10 main gas pipelines, 21 compressor stations, 3 underground gas 
storage facilities and some other associated facilities. Uzakbai 
Karabalin recalls, "We faced no great risks with granting a 
concession of the Kazakh gas transportation system to a foreign 
company. The Concession Agreement specified any conditions for 
the system use, operation, future reconstructions and amendments. 
In addition, the Government could always enter the gas pipeline 
management if required". 

A consortium of American Enron and French Gas de France, 
Argentinian Bridas and Belgian Tractebel wanted to become the 
RK partners in the business. The latter company already had 
business in Kazakhstan; it owned Almaty Power Consolidated 
JSC, controlled power and heating grids and distribution in the 
southern capital. 

Dusenbai Duisenov, a RK Vice Prime Minister in 1997, 
described details of negotiations at that time, "Enron and Gas de 
France mostly claimed western (transit) has main lines, while 
the Kazakh Party required a comprehensive approach to both 
directions, western and southern (which supplied gas to the south 
of the country). Bridas gave under royalty conditions. Tractebel 
complied with all the conditions".

The contract subscription bonus was US $30 MM; the 
royalty amount was set forth as 2% of the transported gas 

volumes. Belgians also promised to lay down a gas line from 
Oktiabrsk (now, Kandiagash) to the northern capital, Astana, and 
to construct one more from the southern capital, Almaty, to China. 
There were other promises. The RK and Tractebel executed a 
concession agreement in summer 1997. 

The Belgian company established Intergas Central Asia JSC 
(ICA) to manage the concession facilities, and the new company 
operates main gas pipelines under the agreement as an operator. 

However, Tractebel was unsuccessful in their venture. 
Uzakbai Karabalin explained the reasons as follows, 

"Tractebel itself, which included Intergas Central Asia JSC, 
arranged business in accordance with market conditions, clearly 
identified costs of gas pipeline maintenance and gas transportation 
provision. But actual operations of ICA for several years showed 
that colleagues from our neighbouring countries, Uzbekistan and 
Turkmenistan, as well as Russia, fail to recognise it as a private 
company. And they acted as the main transiters of gas through 
the Kazakhstan area. It was clear that without such recognition, 
prospects of a gas company from Kazakhstan, which earns by 
providing gas transit services, were poor". 

Here is just one typical hint in the picture of Tractebel 
actual capacities to supply gas to Kazakhstan residents, "there 
was actually no gas in Almaty houses during the entire December 
of 1997" recalls Oleg Chervinskiy, a well-known oil and gas 
reporter and editor.



62 NATIONAL CHAMPIONS, 
CONTRIBUTION INTO SUCCESS

Chapter II
Oil and Gas of the Independent Kazakhstan

A Path of Conversion and Change

EVERYTHING 
WILL BE 
DIFFERENT 
NOW

That team gave birth to and developed the idea to return 
the gas transportation system under the state control. Later on, 
Nurlan Balgimbayev described the national sector development 
and said, "Timur Kulibayev initiated the gas transportation system 
and power facilities return from Tractebel to the State".

It was little wonder; by that time, Kulibayev had worked 
in the management of Kazakhoil and headed KazTransOil, 
a company, which had achieved a commercial and political 
success in a similar, oil transportation business. There was 
a team created of new quality pipeline business experts and 
managers. The results and effect of national interest protection 

in the Oil Transportation Segment applied to all the Oil and Gas 
Sector fields; aggressive Kazakh professionals were ready to 
change the situation in the Industry. 

President Nursultan Nazarbayev supported the new oil 
and gas orientation and plans to return the gas transportation 
system under the State control. In February 2000, the Government 
published Decree No. 173, On Establishment of a Closed 
Joined Stock Company, KazTransGas, with a 100 percent State 
Participation in the Authorised Capital. The decision was made 
"with the purpose to systematise operations in the Oil and Gas 
Sector and establish a single main pipeline management system". 

Having tried the option with western concession, Kazakhstan had to 
choose again by 2000: to leave the gas transportation and distribution 
sector under stagnation or to change the situation? However, the 
Republic in terms of economy and experience and quality of business 
assets management, mainly, oil and gas assets, was at a quite different 
level by that time, as compared with mid-1990s. At that moment, 
people experienced in successful management of assets both during 
crisis and a period of growth were working at the top of the domestic 
Oil and Gas Sector management.



SUCH AN IDEA 

Uzakbai Karabalin, an outstanding professional, with an 
experience of both Soviet and market management of oil and gas 
assets was appointed the Association President. He gave out the 
following details about the political background of events at that 
time, "Timur O. Kulibayev stood at the origins of the Company; he 
worked then as the KazTransOil President. Though young, he in 
due time saw, understood and showed economic significance and 
geostrategic value of gas transportation systems for our country 
on the basis of lessons learned from the oil pipeline practice. His 
arguments were supported by the Country President, who kept a 
close eye on the progress of the gas transportation system return 
to the State. And, as far as I know, he directly got into the process 
at his level, which was immediately felt, as it became much easier 
to get out of a yet another dead-lock in negotiations".

From that time and on, discussions between Kazakhstan and 
Tractebel acquire thematic perspective and lead to meaningful 
results. In 2000, Kazakhstan first bought out 100 % of Almaty 
Power Consolidated JSC and a 45 percent share in Intergas 
Central Asia from the Belgians. Then, KazTransGas bought out 
the remaining share of Tractebel. 

That was the way the State returned control over the 
Republican gas transportation system, and further development 
of the area would be related solely to the national sector. Hence, 
from 2000, both the gas transportation systems of the country, 
and Intergas Central Asia and KazTransGas companies are solely 
Kazakh assets. 

The gas transportation system return from the foreign 
concession into the domestic sector was noteworthy for its 
being the first precedent, when Kazakh managers and business 
community won the competition against international business 
in the Oil and Gas Sector. Moreover, though the President 
Nazarbayev gave the political go-ahead for the transformation, 
the victory was achieved by way of commercial methods.

The ideologist of the changes, Timur Kilibaev, disclosed 
the course of events from inside, "We initiated the repurchase 
from Tractebel the Kazakh transportation system, which was 
under Tractebel concession. We applied with the suggestion to 
the State Leader, Nursultan Nazarbayev, and he supported us. 
Negotiations with the Belgians were difficult, but, when the 
Government allocated US $100 MM, the assets, the Kazakh part 
of the Central Asia – Centre Gas Pipeline and Almaty Power 
System, were repurchased. 

We established a State Owned Company, Samruk-Energy, 
on the basis of the returned assets. And then, we commenced 
recovery of our gas transportation system. It was under very sad 
plight. I came to Makat after the transaction with the Belgians and 
saw, as cows walked inside the Gas Compressor Station. And it 
was regardless of the facility being guarded. I came into the Shop, 

and there saw that units, as it were, were subject to the impact of 
precipitation through holes in the roof. The view was horrible … 

In general, the problem of Tractebel, as an operator, 
consisted in the stand-by of the entire main gas pipeline 
system due to lack of supplies from Turkmenistan to Russia. 
When KazTransGas came, relations between the two countries 
improved, supplies commenced, the gas transportation system 
turned into operation and immediately began to produce profit. We 
got money to establish a subsidiary, KazTransGas Aimak. It was 
charged with a task to provide gas to Kazakhstan Regions. Such 
problems, when even Almaty had no gas, were never faced again".

The late changes were actually immediately reflected in the 
gas transit through the RK gas transportation system amounts. 
If during the Tractebel Concession validity period, the annual 
amount of gas pumping was below 30 billion m3, the indicator 
grew to 107 billion in 2001 after the gas transportation system 
returned to the national sector. 

Uzakbai Karabalin would later say to the prestigious 
Petroleum magazine, "We managed to preserve and upgrade main 
pipelines, get gas pipeline equipment in cities and settlements up 
and running. We attained fair gas transit via our system prices, 
commenced operation of the Amangeldy Field, constructed a 
modern system of gas distribution to private consumers and 
taught people to pay for consumed fuel … I recall that when 
KazTransGas was established, we dreamed that it would grow and 
turn into a major company, with an annual turnover of US $200-
250 MM. Could we suppose then that the state owns company, 
KazTransGas, would be "rolling" in much higher amounts! Only 
those, who laid down the idea, could see that".

The resulting growth was obviously supported by good 
quality of the entire new team’s doing their job in expanding 
KazTransGas and renewed Intergas Central Asia. N.S. Ashimov 
became the first General Director of ICA in the new Kazakhstan 
history of Kazakh main gas pipeline development. Later on, no 
less competent leaders headed the Company. 

By this time, ICA JSC has focused on the following 
main activity areas:
• Natural gas transportation via the main gas pipeline 

system, its operation and maintenance, 
• Operation of the entire gas distribution network from 

main pipelines to final consumers in the RK settlements,
• Services of gas storage in underground facilities.

Natural gas is transported through the areas of Almaty, 
Atyrau, Aktiubinsk, East Kazakhstan, Zhasmbil, West Kazakhstan, 
Kostanai, Kizil Orda, Mangistau and South Kazakhstan Regions. 
The Company controls the main network of gas transportation 

IS EXTREMELY 
CREDIBLE
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pipelines about 11 thousand km long. Gas is pumped by 22 
compressor stations, where 298 gas pumping units of various 
types and models are installed. Their capacities keep growing 
due to continuous upgrading.

ICA also operates 3 underground gas storage 
facilities:
• The Bozoi Facility (with an active storage capacity of 

4,000,000 K m3) in the Aktiubinsk Region.
• The Poltorak Facility (with an active storage capacity 

of 350,000 K m3) in the South Kazakhstan Region.
• The Akirtobe Facility (with an active storage capacity 

of 300,000 K m3) in the Zhambil Region.

After the Gas Transportation Concession was terminated, 
ICA became a part of the national operator in the gas and gas 
supply field, KazTransGas JSC, and represents its interests in 
the area of natural gas transportation via main lines.

KazTransGas Found an Alternative Development
The Kazakhstan transit policy witnesses a radical change of 

priorities from the end of the last decade. On the background of 
the situation, when Russian Gazprom first reduced in 2010 and 
then terminated in 2016 gas purchases in Turkmenistan and now 
maintains low import from Uzbekistan, Kazakhstan develops transit 
and builds up capacities in the southern and eastern directions. 

Starting from 2010, shipments through Kazakhstan via the 
Trans Asian Pipeline, which connects Central Asia and China, 
continuously increase. Such increase is supported by development of 
the Kazakh section of the pipeline capacities, which Asian Pipeline 
LLP has constructed and now operates. There, KazTransGas JSC 
and Chinese Trans-Asia Gas Pipeline Ltd., an affiliate of CNPC, 
have equal shares. In 2008, the Partnership commenced construction 
of the first phase of string "A", and put it into operation in December 
2009. (The next Chapter describes participation of Kazakhstan in 
creation of a conceptually new gas transportation corridor between 
the Central Asia and Eastern Asia in more details).

KazTransGas JSC Participation in International 
Companies
• Asian Gas Pipeline LLP. (KazTransGas and TAGP Ltd., 50% 

of shares each) owns and operates 3 strings of the Asian 
Gas Pipeline.

• Beineu-Shymkent Gas Pipeline LLP. (the same partners) 
is constructing and will operate a 1475-kilometre the 
Beineu – Bozoi – Shymkent main gas pipeline.

KazTransGas JSC today:
• Controls the centralised infrastructure to transport 

commercial gas via main gas pipelines and gas 
distribution grids, 

• Provides international gas transit, 
• Sells gas on the internal and external markets, 

develops, funds, constructs and operates pipelines 
and gas storage facilities.

The gas transportation system develops within 
the main three areas:
• Provision of reliability and improvement of operation 

efficiency,
• Adding to the gas transportation system throughput,
• Provision of industrial safety, occupational health and 

environment protection.

Received from: "KazMunayGas"

Received from: "KazMunayGas"

Received from: "KazMunayGas"

It is noteworthy that Kazakhstan uses this international project 
both to develop internal gas consumption, and to export excess 
gas. Attracting financial support of Chinese partners, KazTransGas 
is constructing the Beineu – Bozoi – Shymkent gas pipeline. It is 
already in operation at the Bozoi – Shymkent section supplying 
gas to the Republic southern Regions, and will be able to send up 
to 10 billion m3 of gas from onshore and offshore fields of West 
Kazakhstan, when the second section of the route is commissioned. 

The synergetic effect of an additional market for subsoil 
resources users’ product and new demand of various consumers may 
be intensified by way of routing a part of methane, as mentioned 
above, to be exported to China via the integrated Asian Gas Pipeline. 
In general, implementation of the idea to connect with pipelines rich 
in resources West Kazakhstan and fast-growing Southern would 
become an additional driver of the country development. Same as 
implementation of the Republic of Kazakhstan Gas Infrastructure 
Development Master Plan to 2030, which provides an increase of 
the number of settlements with gas supply from 988 to 1621.



MAIN EVENTS OF THE GAS TRANSPORTATION 
AND DISTRIBUTION SECTOR IN 1991 – 2016 :
 
• A National Gas Company, Kazakhgas was established.
• Concession of the country gas transportation system was 

granted to Tractebel, a Belgian company.
• A Government Decree transferred the entire gas 

transportation system of the country into a structure of 
newly established KazTransGas JSC. 

• The Amangeldy Gas Condensate Field in the Zhambil 
Region was commissioned. Gas deficiency was considerably 
reduced in Southern Kazakhstan.

• KazTransGas executed a long-term contract with Gazprom 
to transit Turkmenian and Uzbek gas.

• A Turbo Compressor Workshop was commissioned in the 
Mangistau Region at the Opornaya Compressor Station of 
the Central Asia-Centre Main Gas Pipeline.

• A long-term investment programme started in the country 
Regions under the formula, "tariffs in exchange for 
investments". It was the beginning of a large-scale project 
to upgrade and extend the Republic of Kazakhstan gas 
transportation and distribution system implementation.

• String "A" and then "B" of the Turkmenistan – Uzbekistan – 
Kazakhstan – China Main Gas Pipeline was commissioned. 

• A Government Decree appointed KazTransGas JSC the 
National Operator in the Field of Gas and Gas Supply.

• Operation of the Beineu – Bozoi – Shymkent Main Gas 
Pipeline commenced.

• KazTransGas Aimak JSC completed the stage of gas 
distribution grids unification in all the country Regions and 
became the single operator on the market of gas supply to 
final consumers.

• The Republic of Kazakhstan Gas Infrastructure Development 
Master Plan for 2015 - 2030 and Republic of Kazakhstan Gas 
Sector Development to 2030 Concept were approved.

• String "C" of the Kazakhstan - China 1303 lm long was 
commissioned.

• Kazakhstan produced above 45 billion m3 in 2015, i.e., 
increased gas production above 5.5 times as compared with 
7.9 billion m3 in 1991.

• Implementation of the Almaty and Suburban Zone Project 
was completed. Investments amounted above 17 billion 
tenge.

• The Beineu – Bozoi linear section of the Beineu – Bozoi – 
Shymkent Main Gas Pipeline was completed. All the main 
gas pipelines of the country were connected into a single 
gas transportation system for the first time.

• Domestic gas export increased in 2015 by 45 % as 
compared with the previous year, up to 2.6 billion m3. 

• In 2016, Kazakhstan reached a 100 percent supply of 
domestic natural gas to the southern part of the country, 
which provided gas independence of the country.

• The strategically significant Bozoi Compressor Station was 
commissioned, which allowed expansion of the RK export 
potentials.

Uzakbai Karabalin 
March 2000 – January 2001

Sealy Usenov 
September 2007 – January 2009

Nurgali Ashimov  
January 2001 – September 2002

Bolat Nazarov  
January – December 2009

Abai Sadikov  
September 2002 – February 2005

Nurbol Sultan  
October 2011 – August 2012

Serik Sultangaly  
February 2005 – September 2007

 January 2010 – February 2011
August 2012 – October 2014

Kairat Sharipbaev  
October 2014 - December 2015

Daniyar Berlibaev  
September 2007

 February – October 2011

Rustam Suleimanov  
from December 2015 - 

until present

Management 
of KazTransGas JSC
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"KAZMUNAYGAS" Exploration 
and Production JSC
KMG Exploration and production JSC is the "youngest" 
major subdivision established in the "KazMunayGas" 
National Company structure. Established on 31 
March 2004 by way of merger of Ozenmunaigas and 
Embamunaigas joint stock companies, it came into 
possession of 41 oil and gas fields and 3 promising 
exploration areas in West Kazakhstan. 

As mentioned in the beginning of the Chapter, those are 
mostly the oldest oil fields of the Republic. Even maintenance 
of the existing production level there is a challenging task. No 
revolutionary rise of production is possible at such fields due to 
objective geological and technical reasons. 

However, the assets have another value: their recoverable 
oil resources are still very considerable (totalling about 150 
MM tonnes, which is above those of all the onshore fields of 
Turkmenistan or Uzbekistan); the fields have any required 
infrastructure, as well as pipelines to transport oil. In total, it 
means that operation of KMG EP JSC areas is a reliable and 
profitable business, which efficiency grows as oil prices rise. Their 
unification into one asset still increases the money generation 
scope. Hence, being unable to provide any high inflow of 
additional oil on their own, those geological resources could 
raise funds above the amount of revenues from product sales. 
Certainly, if business is developed on the basis of mathematics, 
not arithmetic. 

To transfer to progressive development, KMG EP applied 
innovative management lessons learned by Kazakhoil and 
KazTransOil during the previous years. To expand the company’s 
business and investment potentials, "KazMunayGas" Exploration 
and production JSC applies the mechanism of external fund raising 
on conditions, which would be optimum for the corporative sector 
participants.

Previous successful emissions of domestic oil and gas 
company securities served as a reference point for KMG EP, 
when it arranged the Initial Public Offering, IPO, in September 
2006. The event became a precedent for both Kazakhstan, and 
international stock investors. 

KMG EP goes through a double listing: its securities are 
simultaneously sold both at the Kazakhstan, and London Stock 
Exchanges. Results of the operation were more than successful: 
Exploration and Production raised US $2.3 billion, and the IPO 
itself became the largest among Kazakh companies.

Above 17.9 MM shares were placed at the Kazakh Stock 
Exchange, and above 51.9 MM global depository receipts at the 
London Stock Exchange, which corresponded to 8.7 MM shares. 

The initial offer of KMG EP shares was not just a 
successful commercial project; it had a much wider range of 
targets and objectives. Entry of the Company into the international 
stock market had been preceded by compliances with many 
requirements in the field of corporate management, activity and 
financial reporting transparency. That great deal of preparatory 
work became itself a driver of corporate renovation, which served 
as the next step towards the Oil and Gas Sector national segment 
transition to global standards of activities. 

It was indicative that the upgrading, which commenced at its 
time as Kazakhoil preparation to issue corporate loan securities, 
set a goal to obtain an internationally recognised status of a public 
company for the same producing assets in just several years. 

As a result, Kazakhstan received a national upstream 
operator of the world class represented by KMG EP on the one 
hand. And on the other hand, the Republic demonstrated to the 
entire world its being opened for global investments, transparency 
and the market nature of the state-owned company’s activities.

Old Fields are
New Gold Mints



Dividend yield2, %

Announced dividend

* Percent of the total number of placed ordinary and preferred shares
** About 11% of ordinary shares (10.4% of ordinary and preferred shares) belong 
 to the Chinese State-Owned Investment Fund (CIC)

Closing financial resources, $ billion
Paid out dividend (for the previous period) $ billion

Closing cash balance, US $MM

Pay-out rate, %

Republic of Kazakhstan, 
100%

Free float 33.7**
Bought out shares 8.3%*

Samruk-KazynaHolding, 
100%

"KazMunayGas" National Company, 
57.9%

"KazMunayGas" Exploration 
& Production

1 25 tenge were paid to preferred shares in accordance with the KGN EP JSC Articles of Association
2 Calculated on the basis of share prices as of the end of the specified period
3 Paid out dividend (from the Cash Flow Report). Accrued dividends in 2011-2012 were settled by way of clearing payments, with the debt for KMG NC bonds settlement amount

Macroeconomically, the "KazMunayGas" Exploration and 
production IPO success became an additional incentive for the 
capital stock market to develop in the RK, as one more really 
liquid and profitable instrument appeared on the market. The 
Kazakhstan Oil Sector obtained a new layer, stock investors, and 
a new attractive source of business activity and income opened 
for Kazakh citizens. 

From 2004 to 2016, KMG EP transferred about US $4 
billion as dividend to its shareholders, among which, 60% of 
payments would go to the "KazMunayGas" National Company. 
Minority shareholders started receiving dividend from 2007. (See 
Dividend Paid to Shareholders). The State received 3.2 trillion 
tenge from KMG EP as taxes and other payments during the same 
period, which made about US $2.8 billion of net profit. 

Going into Shareholding

Received from: "KazMunayGas" Exploration and Production

KMG EP Ownership Structure

Dividend Paid to Shareholders

Nowadays, KMG Exploration and Production JSC is a 
major asset of the "KazMunayGas" National Company. The 
basic corporate priority of KMG EP consists in the shareholder 
value increase and provision of the maximum profit for all the 
shareholders. 

The parent company owns 57.9 % the total number of 
issued ordinary and preferred shares. About 10.4 % of ordinary 
and preferred shares belong to the Chinese investment fund, 
China Investment Corporation (CIC). Other shares belong to 
institutional investors from the UK, continental Europe, USA, 
Asia and Kazakhstan. (See the KMG EP Ownership Structure). 

KMG EP became one of the first Kazakh companies, 
which intensively applied international standard management 
practices and respected rights of minority shareholders. It 
developed the Corporate Management Code, made appropriate 
amendments of the Articles of Association and formed 
the Board of Directors with participation of independent 
representatives. Currently, the Board includes its Chairman, 
Chairman of the KMG EP Board, three Board Members on 
behalf of the majority shareholder, "KazMunayGas" NC JSC 

and three independent members of the Board of Directors from the 
UK. With that, two Special-Purpose Committees of the Board of 
Directors, the Reward and Internal Audit Committees are headed 
by independent directors. In accordance with the Company 
Articles of Association, major transactions shall be approved by 
independent members of the Board.

Corporate Management 
of "KazMunayGas" Exploration 
and Production JSC
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Billions of dollars raised by KMG EP on stock markets 
were directed for strategic purchases of high-yielding oil and 
gas assets and also for project investments. As late as the next 
year after the IPO, in 2007, "KazMunayGas" Exploration and 
Production bought the first new asset and immediately increased 
the production amount by more than 20 %. 

The following indicators in the field of KMG EP exploration 
and production may serve as the basis to judge of how significant 
were achievements in that area. When the Company was 
established, its total recoverable oil resources were about 150 
MM tonnes. However, by early 2016, they increased up to almost 
200 MM tonnes taking into account cumulative production, i.e., 

actually by 30 %. (See KMG Exploration and Production JSC 
Resources in Accordance with International Classification). 
Having become a public company, KMG EP arranges annual 
Technical Auditing of resources and reserves in accordance with 
the SPE-PRMS system, which is performed by such consulting 
companies as Gaffney, Cline & Associates, Miller & Lents, 
DeGolyer & MacNaughton. Introduction of that system allows 
recording of the KMG EO Group resources on the basis of the 
field development economic efficiency depending on the dynamics 
of the global energy resources price changes. That is also of great 
importance for both major and minority shareholders.

FUND MONEY for Subsoil 
Resources Use Funds 

KMG Exploration and Production JSC Resources 
in Accordance with International Classification

KMG Exploration and Production intensively increased 
the base of its active, i.e., developed resources. The number 
of operating fields grew up to 55 from the time of KMG EP 
establishment up to nowadays taking into account jointly 
developed assets. Cumulative oil production in 2004 was about 

9 MM tonnes. The indicator has increased by now, as well as 
resources, by almost 30 %. Currently, KMG EP is within the first 
three major oil producers in Kazakhstan. (See Oil and Condensate 
Production by "KazMunayGas" Exploration and production JSC 
Including Shares in Joint Ventures).

Consolidated resources* Consolidated 2P resources as of the end of 2015
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The rapid growth of resources and production commenced 
the very next year after KMG EP securities were issued, with the 
purchase of 50 percent share in KazGerMunai JSC and CCEL 
Holding, which owned Karazhanbasmunai. The first transaction 
of entering KazGerMunai (KGM), which was completed in April 
2007, brought KMG EP to the second place in Kazakhstan as 
far as oil production is concerned. The purchase of the share in 
KGM considerably increased oil resources of the Company. In 
accordance with calculations made by an independent consulting 
company, Gaffney, Cline & Associates, oil proven and probable 
reserves of KazGerMunai, which belonged to KMG EP, amounted 
20.3 MM tonnes. 

In addition, access to KGM fields in the Karaganda Region 
considerably improved the quality of KGM Exploration and 

Production resource base, as the new facilities were at an earlier 
stage of operation than the main Company pools. Oil produced 
at the purchased "green fields" was of lower production prime 
cost. The significance of that factor increased with time, as 
Ozenmunaigas and Embamunaigas production costs historically 
increased and the world market transferred to lower oil prices. 
With such trends, the availability and use of highly profitable 
assets were of an additional value for KMG EP. 

In addition, a purchase made by "KazMunayGas" 
Exploration and Production in spring 2007 was the beginning 
of a serious expansion in the Company’s activity geography, 
which had previously operated in West Kazakhstan. (See KMG 
EP Assets and Sales Routes).

Oil and Condensate Production by "KazMunayGas" Exploration and production 
JSC Including Shares in Joint Ventures

KMG EP Assets and Sales Routes

ОМГ – Ozenmunaigas OMG ; ЭМГ – Embamunaigas EMG; КГМ – KazGerMunai KGM; КБМ – Karazhanbasmunai KBM; 
ПКИ – PetroKazakhstan Inc. PKI

УОГ – Ural Oil and Gas LLP UOG; КС – Karpovskiy Severniy LLP KS; 
ОМГ – Ozenmunaigas OMG ; ЭМГ – Embamunaigas EMG; 

КГМ – KazGerMunai KGM; КБМ – Karazhanbasmunai KBM; 
ПКИ – PetroKazakhstan Inc. PKI

Received from: "KazMunayGas" Exploration and Production
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A purchase in December of the same year of a 50 percent 
share of CCEL, which developed the Karazhanbas Field in the 
Mangistau Region, still more substantially increased KMG 
Exploration and Production resources. In accordance with 
Miller&Lents estimations made shortly before the transaction 
proven and probable resources of Karazhanbasmunai JSC, which 
fell on the KMG EP share, amounted 32.8 MM tonnes. 

Alongside with a substantial increase of the raw material 
base, the purchase of that asset was especially valuable for 
the Company for a number of more reasons. First of all, 
Karazhanbasmunai has a convenient and branched access to sales 
markets: the product may be dispatched by tankers from the Aktau 
Port through the Caspian Sea, or via the KazTransOil and Russian 
Transoil pipeline system along another route, to Western markets 
and in addition, for processing to the Atyrau Refinery. Secondly, 
the new asset contribution to the consolidated daily production of 
the Company reached almost 10 %. 

The next prominent oil producing asset, which the Company 
bought, was a 33 percent share in PetroKazakhstan Inc. JSC 
(PKI). KMG EP received it from the Parent, "KazMunayGas" 
NC, in late December 2009. (KMG itself received the shares 

from the Chinese Corporation, CNPC, on the basis of a special 
memorandum in 2006). Due to that purchase, KMG EP could 
increase production as late as the next year by approximately 
17%. The raw material base grew with that by 17.3 MM tonnes …

By the time of IPO, the Company had only 3 exploration 
areas; they were Taisoigan, Karaton-Sarkamis and Uzen-
Karamandibas in the Atyrau and Mangistau Region. In several 
years, KMG EP considerably expanded the area of exploration 
due to entering the West Kazakhstan Region. The national 
subsoil resources user bought in 2011 50 % in Ural Oil and 
Gas LLP, the Licenser for the Fiodorovsky Block in the West 
Kazakhstan Region. (See KMG EP Exploration Projects). 
Predicted in-place resources estimated by KMG EP JSC for the 
Fiodorovsky Block were 81.8 MM tonnes Р50. The Company 
bought 51 % of Karpovsky Severniy (KS) in the same year, 
which explored a block of the same name. (Now, KMG EP fully 
owns the partnership). 

KMG EP Exploration Projects

Received from: "KazMunayGas" Exploration and Production



Resources of the asset were predicted as 240 MM bbls of oil 
equivalent. Spatial proximity of the two West Kazakhstan 
areas created a considerable synergetic effect, as it allows 
creation and use of a common development infrastructure. 
The above project values would still rise due to discovery 
of new oil accumulations at the Rozhkov Field within the 
Fiodorovsky Block in 2014. Recorded flows from the new 
accumulation considerably increased predicted resources of 
the field. Exploration operations are still going on at the field 
but it is already obvious that "KazMunayGas" Exploration 
and Production has good quality raw material reserves in the 
West Kazakhstan Region. Their development would allow 
compensation of the natural production reduction at matured 
fields of KMG EP strengthening the Company status as an oil 
producer and exporter.
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It should be noted that the majority of the above strategic 
and promising purchases were made by KMG EP in close 
cooperation with Chinese investors operating in Kazakhstan. It 
was the partnership of the Parent Company, "KazMunayGas", with 
major CNPC and CITIC Group, which allowed KMG Exploration 
and Production to improve a whole series of corporate indicators 
so quickly and significantly. In particular, KazGerMunai, CCEL 
and PetroKazakhstan Inc. paid KMG EP, as a shareholder, US 
$3.8 billion as dividend from the beginning of joint activities. 

But the dividend was only a part of benefits received by 
KMG EP shareholders and oilmen from their partnership with the 
Chinese. Joint operation encourages work to integrate business 
processes of the companies, industrial and financial cooperation, 
and, which is extremely important, application of state-of-the-art 
technologies to enhance oil recovery. Then, those competences 
are implemented and used by other subdivisions of Exploration 
and Production, which facilitates technological development of 
the Kazakhstan National Oil and Gas Sector upstream. One can 
judge the practice of such partnership by particular examples. 

Chinese Laukhe Institutes, Daquing Institute and Xinjiang 
Institute carried out a comprehensive geological study of the 
eastern, western and central parts of the Karazhanbas Field 
in 2007-2015 under cooperation with CCEL in the field of 
research and development work to enhance oil recovery. As a 
result, amendments were made in design documents, the field 
development tactics and its geological model, new grids of the 
well stock thickening were suggested. 

As it is known, oil resources of Karazhanbas are tight due 
to their high viscosity. To improve the efficiency of such material 

recovery, CITIC expanded application of steam treatment to 
stimulate formations of the Eastern and Northern Areas using 
produced in China mobile steamer units of the YZF-11-17P, YZG-
18-17,2G, YZG-23 models. It is a very interesting "remake" of 
the previous steam application at Karazhanbas experience for 
Kazakhstan, but at a new innovative level. Obtained results are 
extremely important, as there are totally 47 highly viscous oil 
fields in the RK, as the Kazakh Research and Development Oil 
Exploration Institute (KazNIGRI) has calculated. It is above 25 % 
of all the oil containing areas in Kazakhstan, and lessons learned 
at Karazhanbas opens new potentials at other similar fields.

KazGerMunai JV LLP applies its own innovative and 
state-of-the-art methods to enhance oil recovery. The Partnership 
selected an area at the Nuraly Field for polymer flooding in 2014, 
and commenced application of the new technology in early 2015. 
Practical results of the application are those that almost 67 K 
tonnes of additional oil were produced due to the technology 
as of 1.01.2017. In addition, oilmen managed to turn around 
such a difficult for subsoil use process as water encroachment 
in formations and wells. It is now decreasing; the level of fluid 
production is stabilising, and KazGerMunai is expanding work in 
that direction of oil recovery enhancement methods application. 

In general, joint Kazakh/Chinese assets provided production 
of about 3.8 MM tonnes of oil in 2016, of which KMG EP 
received above 1.5 MM tonnes (See Oil Production by KMG EP 
in 2016 in JV with Chinese Participation). 

Oil Production by KMG EP in 2016 in JV with Chinese Participation, K tonnes

Received from: "KazMunayGas" Exploration and Production

Total KMG EP – 12,154
Including:
OMG – 5,555 (100%)
EMB – 2,832 (100%)
With Chinese 
participation 3,767

Total Joint VenturesKGM, 50% PKI, 33%PKI, 33%

PARTNERS
help with everything



Technological upgrading of KMG EP and Chinese joint 
ventures acquired still more significance, when the period of 
global oil price reduction commenced. An increase of corporate 
and industrial activity quality can be put up against reduction in 
yield. Hence, the main shareholder of state owned business assets 
in Kazakhstan, Samruk-KazynaNational Well-Being Fund JSC, 
initiated development of the KMG EP Activity Transformation 
Programme. Its implementation will involve the Company’s 
joint business as well; but the point is that KMG EP optimises 
costs, implements new advanced practices and management 
technologies to improve the efficiency of activities within the entire 
"KazMunayGas" Group of Companies. 

New transformations commenced from Embamunaigas JSC. 
KMG EP announced a start of pilot project implementations in 
2015, which projects were aimed at improvement of cost efficiency 
and labour productivity. Implementation of the intellectual field 
(IF) concept became one of such projects, under which the subsoil 
resources user controls production processes at the Uaz Area on the 
basis of an innovative system. 

It represents an integration of various models and systems, 
which combines all the important production facilities. The entire 
cycle of oil production and processing from a well to oil hand over 
is equipped at Uaz with integrated systems of remote control and 
process parameter regulation in the on-line mode. The field well 
parameters are immediately remotely transmitted to the Oil and Gas 
Production Department Control Room. Simultaneously, the entire 
information is sent to the Industrial Process Visualisation Centre 
of Embamunaigas JSC, where it is also analysed, and long-term 
planning is made on its basis. With such arrangement, experts of all 
control branches are involved in the remote monitoring system and 
production facility control.

Implementation of the IF Project helps to quickly detect the 
area of oil losses, improve the quality of such micro emergency 
cause identification, as well as the production and injection well 
stock operation efficiency. As a result, Embamunaigas reduced 
costs of equipment operation and operating expenses in general. 
The Company has optimised costs of consumed power resources, 
and in particular, reduced power consumption up to 32 %. The 
operating well stock operation factor grew, and accordingly reduced 
the number of work overs. As compared with the period prior to 
the IF implementation, records of produced oil for each well were 
regulated. In short, the project proved to be effective. 

The "KazMunayGas" Investment Committee reviewed the 
experience of the intellectual field concept implementation after its 
testing at EMG facilities. On the basis of its resolution, the project 
will be introduced at other fields of the KMG EP Group, such as 
Uzen, Karazhanbas, Nurzhanov, Aktobe, Dosmukhambetov and 
West Prorva. 

Intellectual

Field
OIL
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KMG Exploration and Production is now intensively 
implementing projects at its mature fields, brownfields, where 
methods enhancing oil recovery are applied. Hydraulic fracturing, 
steam injection, polymer flooding, drilling of horizontal wells and 
side track spudding, introduction of electric-centrifugal pump 
units and other efficient methods are among the applied newest 
technologies. Oilmen test and use diverter technologies, such as 
injection of cross-linked polymer and polymer-gel systems, the 
Temposcreen polymer-gel system, isolation squeezing, electric 
and thermal gas chemical treatment, propellant stimulation and 
the radial drilling system.

The current progress is based on a sound experience of 
field innovation applications, which has been accumulated by 
the Kazakh upstream during the previous years. Starting from 
2003, above 2000 fracturing operations were performed at 
Ozenmunaigas, Embamunaigas and KazGerMunai JV fields. 
Owing to fracturing application, the amount of additionally 
produced oil exceeded 4.333 MM tonnes at Ozenmunaigas 
fields from 2003 to 2016 and amounted almost 1.182 MM at 
Embamunaigas from 2005.

Ozenmunaigas, starting from 2004, and KazGerMunai 
LLP from 2008, expanded application of advanced electric-
centrifugal pump units to enhance productivity of existing 
wells. Ozenmunaigas, jointly with Russian Tatneft, have been 
implementing a programme of down-hole sucker-rod pumps of 

the PC80 type application from 2012. During the period, 55 chain 
drives have been put into operation at wells, and the technological 
and economic efficiency of their application provides reduction 
of work over numbers and power saving …

MAKING BROWNFIELDS 
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Dynamics of Fracturing Application by Ozenmunaigas JSC

"GREEN" 
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Transition to oil processing in April 2016 became one more 
considerable innovation of KMG EP industrial and business 
activities, which allowed the Company to trade finished petroleum 
products, as well as crude oil on the internal market. Proceeds of 
such activity are formed by way of fuel sales less associated costs. 
In that case, KMG EP directly controls the entire sales chain, and 
the processing proceeds fully depend on market factors in the 
processing and marketing sector. 

It is clear that such action is a series step of KMG EP on 
the way of its product added value increase. And, moreover, such 
movement brings about considerable changes in the Company’s 
business processes. If its activity was limited to exploration and 
production until recently, now KMG EP has entered the processing 
and marketing sector. 

It is seen from KMG EP actions that the Company tries 
to expand the sphere of activities along the trends, which are of 
strategic priority for the State. The RK requires more own motor 
fuel, and Exploration and Production turns to processing. The 
country increases demand for its own gas, and KMG EP takes up 
natural gas production projects. 

Social and national demand for such business expansion, as 
well as its commercial justification, facilitates market innovations 
of the Company. For example, starting in 2011 with commercial 
oil production at the Kumkol Aksai Field, the Company carried 

out additional exploration of gas accumulations. Good quality 
exploration identified that Aksai was just a gas field, with oil 
fringes, so the subsoil resources user decided to change the 
operation model. 

Aksai was put into new operation in 2014 and it resulted in 
gas production growing up to the level required to provide stable 
natural gas supply for the whole city of Kizil Orda. Expansion of 
the gas processing system at another Kizil Orda field, Akshabulak, 
became one more significant project in South Kazakhstan. To 
increase the volume of gas processing, as RK laws commenced 
to require from a certain moment, a Gas Processing Facility, GPF 
2, was put into operation at Akshabulak in October 2011. Its start-
up increased gas processing capacities up to550 MM m3 a year. 

KMG EP is now facilitating the gas utilisation business 
at one of the oldest oil and gas areas in Kazakhstan, the Prorva 
Group of Fields. The Company is constructing a unit to remove 
sulphur from associated petroleum gas and an APG processing 
facility, with a capacity of 150 MM m3/year, as well as appropriate 
infrastructure to avoid its flaring. The Prorva Group shows no 
reduction of productivity yet, but arrangement of the production 
line expansion at mature brownfields is a very long-sighted 
industrial and commercial policy for each subsoil resources user.

"KAZMUNAYGAS" EXPLORATION 
AND PRODUCTION TURNS 
TO PETROLEUM PRODUCTS
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"KAZMUNAYGAS" EXPLORATION AND 
PRODUCTION JSC SOCIAL MEASUREMENT 

Being an important drive of the Kazakhstan economy 
development, "KazMunayGas" Exploration and Production 
JSC places high social responsibility demands on itself. KMG 
EP assets are located in several regions of Kazakhstan; the 
Group of Companies employs 26 thousand people, and if 
family members are taken into account, well-being of 100 
thousand people directly depends on the Company at the 
lowest estimate.

How their status and life can be improved? 

KMG Exploration and Production takes care both of the 
personnel, and residents of Regions, where the Company 
operates. From the time of its establishment in 2004, KMG 

EP has allocated above 48 billion tenge to construct schools, 
hospitals, roads and other social purpose facilities in the 
Mangistau, Atyrau and Kizil Orda Regions. KMG EP has 
been implementing a large-scale programme from 2009 to 
improve social and living conditions of Ozenmunaigas JSC 
and Embamunaigas JSC employees. 

From that time, 5 old canteens for workers have 
been overhauled and 11 constructed, 98 modern service 
utilities for personnel for almost 4000 seats and 3 new 
medical bays have been constructed at the Uzen Field. 
The Company has commenced to practice execution of 
collective agreements between employers, employees and 
trade unions, which would provide additional social support 
to employees. Collective agreements of Embamunaigas JSC 
and KazGerMunai JV LLP were announced the best in the 
country in 2014 on the basis of the Paris National Business 
Social Responsibility Contest results.

Ozenmunaigas JSC, the largest KMG EP Subdivision on 
the basis of any parameters, is a town-forming one and the 
main employer in Zhanaozen, with a population of above 
130 thousand people. The Company funded construction 
of a Fitness Centre named after Rakhmet Utesinov, an 
honourable oilman and the first Leader of the Uzenneft 
Oil and Gas Production Department, who laid the basis 
of the field and town of Zhanaozen, as well as a famous 
writer. KMG EP rendered financial support to construction 
of the Marriage Registration Hall, and with their support, 
construction of a Medical Centre tot the town residents 
started. 200 of families became owners of flats in the block 
of flats constructed due to the Company’s funding. 

Children of the Mangistau Region have an opportunity 
from 2011 to have a rest in Ak Bobek, a children’s holiday 

camp at the Caspian Sea shore for 1250 children, with 
sport grounds, a summer swimming pool, Amphitheatre, 
recreation centre and gym; the camp has been constructed 
funded by Exploration and Production. KMG EP rendered 
financial support to the Corporate Fund, Zhuldizai, to open 
a Rehabilitation Centre for children with reduced capabilities 
in Zhanaozen. KMG EP became a sponsor in construction 
of several kindergartens, secondary schools, fitness centres 
in the Atyrau Region, the birthplace of Kazakh Oil Industry. 
An indoor swimming pool operates in Atyrau; it was 
constructed on the Company’s funds. And in Talsuat Village 
of the Kizil Orda Region, KMG EP takes part in financing of 
a psychoneurological residential care facility for 300 berths 
construction completion.



The main priority of KMG EP today is to achieve high 
indicators of industrial and financial activities due to the 
company versatile upgrading to stabilise hydrocarbon production. 
Equipment is upgraded and replaced, technological processes 
are optimised, working conditions of personnel are improved, 
which mitigates risks of production plans frustration and provides 
unlocking of potentials of the company’s assets. Partnership with 
KazGerMunai JV, CCEL and PetroKazakhstan Inc. allowed KMG 
EP to achieve a stable summarised production level and high 
financial indicators. The cooperation practice shows how partners 
find and use new development opportunities. 

The Company operation results have been conditioned, on 
the one hand, by high professional skills of its employees and 
managers, and, on the other hand, the fact that it is the only oil and 
gas operator in Kazakhstan, which is provided with a support from 
both the State and a wide circle of Kazakh and foreign investors. 

Independent experts give favourable estimates of the Company’s 
prospects: KMG EP became the first in the country, which was 
assigned a Corporate Governance Score (CGS) by Standard & 
Poor’s; it was later increased from CGS 5+ to CGS 6. 

That was obviously an important achievement of the current 
domestic upstream sector, given that its formation commenced 
20 years ago, when Kazakhoil NC combined assets, which arose 
no active interest of foreign investors at that time. And fields 
combined by "KazMunayGas" Exploration and Production JSC 
in 2004 had more problems than potentials at first sight. The 
experience and approaches applied to develop KMG EP showed 
that a good quality management strategy make even a company 
with an ambiguous resource base strong. 

KazRosGas LLP is one of the largest gas exporters from 
Kazakhstan. It is a joint venture of "KazMunayGas" NC JSC 
and Gazprom JSC, where shareholders have equal shares. The 
Foundation Agreement was executed on 7 June 2002 in St. 
Petersburg in the presence of the RK and RF Presidents Nursultan 
Nazarbayev and Vladimir Putin. The Company is registered 
in Kazakhstan. Anuarbek Argingazin, who had worked as 
KazTransGas Vice President, was elected the first KazRosGas 
JSC Chairman of the Board.

On the more global scale, establishment of KazRosGas JV 
served as a kind of matrix for the new Kazakhstan and Russia 
partnership, where each Party acted as equal and interests of each 
Party were complied with. The cooperation principles, which 
proved their efficiency in a particular project, then served as 
the basis in the Customs Union and Common Economic Area 
establishment.

Timur Kulibayev, the 1st Vice President of "KazMunayGas" 
NC then, a leader, who did a lot to establish the JV, said about it, 
"First of all, KazRosGas not only started providing guaranteed 
processing of Kazakh gas at the RF capacities under a long-term 

HOW TO GET MORE FROM 
SUBSOIL THAN IT CAN GIVE

Other Important Assets 
of "KazMunayGas"

contract, but also began to supply to the internal market of the 
Republic by way of swaps with Russia.

Their arrangement was provided for the first time in the 
sovereign Kazakhstan history by way of establishment of a 
direct, transparent, efficiently operating system of gas supplies, 
processing and the final product sales on the mutually beneficial 
basis. 

It shall be noted that in that case, swap operations 
constituted the mostly economically profitable way of cooperation 
between Kazakhstan and Russia, as the existing gas pipeline 
system prevented from direct gas supplies to some RK Regions. 
The mechanism to provide counter deliveries worked out by 
the joint venture consisted in replacements of Russian methane 
delivered to the Kostanai Region and Uzbek fuel consumed 
by southern Regions of Kazakhstan with similar amounts of 
processed Karachaganak gas at fixed prices agreed with the RK 
Government Authorised Body.

Implementation of the counter delivery pattern allowed 
optimisation of transportation costs. And, which is mostly 
important, it provided a planned (as compared with market) 

KazRosGas LLP
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increase of the gas price for Kazakhstan consumers. It created 
comfort social conditions for residents, expanded prerequisites for 
the entire Republican economy growth. We managed to avoid a 
radical imported gas price boost inside the country, which could 
occur due to the energy carrier price surge on global markets. 

In addition (and it is also very important!), we gained an 
opportunity to directly export gas of Kazakhstan origin, while 
not a single oil and gas producer in Russia herself cannot boast 
of such opportunity. They sell any of produced gas to Gazprom 
at internal market prices. Owing to consistent and constructive 
talks, KazRosGas managed to achieve a considerable increase of 
Karachaganak gas export price at the border between Kazakhstan 
and Russia. 

Here is one more significant moment. Taking into 
account that KazRosGas LLP was registered in the Republic of 
Kazakhstan, our country receives taxes, fees and other mandatory 
payments to the State Budget from activities of the joint venture. 
The Company made a considerable contribution to the Republic 
economic and social sphere development. "KazMunayGas" also 
receives the dividend as a shareholder.

The dynamics of purchase and supply amounts clearly 
demonstrate KazRosGas LLP position on the Kazakhstan and 
Russia market growth and strengthening. A serious foundation 
to efficiently protest national interests in the Gas Sector was laid 
with further development of the Company".

THE MAIN ACTIVITY AREAS OF KAZROSGAS LLP 
WERE AS FOLLOWS:

• Natural gas purchasing and marketing,
• Transportation and processing of Kazakh gas at Russian 
gas processing plants including amounts to be consumed 
in the RK,
• Sale of gas processing products on the internal and 
external markets,
• Optimisation of natural gas transportation routes and 
arrangement of swaps,
• Implementation of joint projects in the Oil and Gas 
Sector on the basis of equal and mutually beneficial 
cooperation between Kazakhstan and Russia,
• Exploration, development and operation of gas fields.

Crucial significance of the executed agreement and 
establishment of KazRosGas was for Kazakhstan that the Republic 
gained the opportunity to enter European markets with its gas 
and fully develop the Karachaganak Oil and Gas Condensate 
Field. The agreement assumed annual supplies of 5 billion m3 of 
sour gas from Karachaganak Oil and Gas Condensate Field for 
treatment and separation at the Orenburg Gas Chemical Plant. 
About 2 billion m3 of dry sweetened gas of that amount had to 
return Kazakhstan to supply to the Kostanai, Aktiubinsk and West 
Kazakhstan Regions. The established JV intended to export the 
remainder gas to Europe. 

Bolat Nazarov, the Vice President of KazTransGas JSC 
for Karachaganak Project in 2001-2002 and KazRosGas Deputy 
General Director for Production from 2012 described the situation 

from inside in the following way, "Everything was fine with 
liquid hydrocarbon export arrangement during Karachaganak 
development. However, we produced gas alongside with them, 
which required provision of sale routes. The existing infrastructure 
tied the field to Gazprom, but we sold gas to them at the border 
at US $5-7 per 1000 m3, and could not improve the conditions 
anyway. Hence, we raised the issue at the level of Kazakhstan 
and Russia Governments. It was on the basis of the agreement 
between the Governments that KazRosGas was established. It was 
sale of Karachaganak, and later any other Kazakh gas that was 
the main target of the Joint Venture. I think we established a very 
efficient joint venture and rose up to almost world export prices. 
It would have been impossible to reach any intensive development 
of the Karachaganak Field". (The "Major League" of Oil and Gas 
Mega Projects in Kazakhstan Chapter describes the Karachaganak 
Project in more details). 

The main amounts of processed in Orenburg dry 
Karachaganak gas are first of all supplied to the internal market 
to meet the needs of consumers in Kazakhstan. Executing orders 
of the RK and RF Presidents and Governments, KazRosGas 
executed an agreement on 31 May 2007 for 15 years of gas export 
sales with Gazprom Germania GmbH. The first supplies under the 
agreement commenced in September of that very year. In addition 
to amounts of dry commercial gas, KazRosGas received the whole 
range of gas processing projects, such as ethane, sulphur, liquefied 
hydrocarbon gas and the wide fraction of light hydrocarbons. 
Their shipment geography covered almost the whole of Eastern 
Europe, but the RF remained the main consumer.

One of promising KazRosGas operation areas was 
implementation of a joint project to explore the trans-border gas 
condensate Imashev Field, which is located within the Astrakhan 
and Atyrau regions. On the basis of preliminary estimations, 
recoverable resources of the Field were above 128 billion m3 of 
gas and 20 MM tonnes of gas condensate. 

Talks of cooperation were held from 2007 and completed in 
September 2010 with execution of an agreement between the RK 
and RF Governments of joint exploration activities. KazRosGas 
LLP was assigned a single Operator of the Project. The agreement 
itself provided for resources estimation and feasibility study 
of the field development on the basis of equal cost sharing by 
authorised organisations of the Parties, "KazMunayGas" NC 
JSC and Gazprom JSC. Currently, issues related to the subsoil 
resources use right granting and preparation of the Imashev Field 
Exploration Programme are being worked out.



Kazmortransflot JSC
The National Maritime Navigation Company (NMNC), 

Kazmorflot LLP, was established by the Republic of Kazakhstan 
Government Decree No. 1239 of 4 December 1998.

The main objective of Kazmorflot NMNC LLP 
establishment was to develop the Republic of Kazakhstan national 
merchant navy and arrange international sea transportation of 
domestic cargo using the Republic’s own resources.

THE MAIN AREAS OF STRATEGIC DEVELOPMENT 
WERE AS FOLLOWS:

• Transportation of bulk oil cargo in the Caspian Sea,
• Transportation of bulk oil cargo in high seas,
• Fleet services to serve offshore oil projects,
• Ferry transportation of any cargo types,
• Management efficiency improvement.

Kazmorflot NMNC LLP. has four subsidiaries, they are as 
follows: Kazmortransflot Ltd., Kazmortransflot UK Ltd., Altai 
Shipping Ltd. and Alatau Shipping Ltd.

Kazmortransflot NMNC commenced operating of LEASED 
IN Russia tankers in the Caspian Sea along the route of Aktau-
Makhachkala and Aktau-Baku on 18 October 2001 for the first 
time in the sovereign Kazakhstan history.

The Araz Tanker made the maiden in the history of the 
RK oil navigation voyage delivering oil from the Tengiz Field 
to Azerbaijan. Later on, tanker transportation of black gold was 
arranged via the route of Aktau-Makhachkala. Transportation via 
the two routes became a part of a major KazTransOil JSC Project 
to establish a unified oil supplies from fields in Kazakhstan to 
final destination points.

By the end of 2001, the Company chartered 6 tankers 
of Burren, an English company, which jointly with a Russian 
shipping company, Volgotanker, had controlled about 28 % if the 
Caspian transportation market. The Caspian Shipping Company 
of Azerbaijan still determined market conditions at that time, it 
accounted for about 60 % of all the Caspian Sea shipments.

However, Kazmortransflot‘s commencement of operation 
changed the structure of overseas shipment market at the Caspian 
Sea. Already in2002, the Company transported 3.212 MM tonnes 
of oil via the Aktau-Makhachkala (Russia), Aktau-Neka (Iran) 
and multitransportation Aktau-Baku- Batumi (Georgia) routes 
using its own resources. And by early 2003, the Kazakh Shipping 
Company delivered already 64 % of oil shipped from Aktau. At 
the same time, Kazmortransflot announced that Kazakh ships 
would operate in the Caspian, Black and Mediterranean Seas. 

At that very time, Kazmortransflot executed a three-party 
Service Agreement with "KazMunayGas" NC and the North 
Caspian Project Operator at that time, Agip KCO, which provided 
construction and operation of the Offshore Operation Support 
Base. It provided for construction and operation of a jetty within 
the area of Bautino at the coast of the Tupkaragan Bay in the 
Mangistau region. 

The bargain became possible after Kazmortransflot won 
a tender to construct infrastructure facilities under the Agip 
KCO Project to develop the offshore Kashagan Field. Initially, 
the investor intended to hold the tender abroad. However, 
"KazMunayGas" which entered the preparation process in due 
time, resolved the matter in favour of Kazakhstan. The example 
may be considered as a telling proof that the synergetic effect of 
consolidation of various Oil and Gas Sector national segment 
assets, for the sake of which the National Oil Company had been 
established, was achieved at a rapid rate …

Already in late November 2003, the Offshore Operation 
Support Base was commissioned and became the first in 
Kazakhstan offshore oil service servicing structure facility. The 
cost of the major investment project amounted US $10 MM, the 
Kazakhstan Development Bank granted a credit.

Beginning from 2004, the process of the National 
Kazakhstan Tanker Fleet formation started. Such tankers as 
Astana, Almaty and Aktau were constructed at Russian shipyards 
within several years, as a result of which, the cumulative annual 
amount of oil transportation by Kazmortransflot’s own vessels 
grew up to 1 MM tonnes. The Company had also received Aktobe 
and Oral Tankers before the end of the last decade...



"We identified the following 
factors as the basic values of the 
company: people, responsibility, 

partnership and efficiency. Thanks 
to availability of these factors, we 

have passed through the initial 
development stage and are trying 
to climb to a new level of further 

sustainable development and 
prosperity of the Company."

"Speaking of strategic 
transformational changes, one 
cannot but mention IPO, which 

took place simultaneously 
both in Almaty and London in 

September 2006. That placement 
became an important landmark 

on the way of the Company 
development. We managed 
to raise about US $2 billion 
considerably improving our 

financial standing. Raising of 
funds was the main task of the 
placement, and we successfully 

coped with it."

"Commitment to pursuing 
of the main KMG EP strategic 

objective remains the same. 
It, consists in preservation 

of the position of one of 
the leading oil and gas 

companies in Kazakhstan. 
The key deliverables of our 
strategy include an increase 
of production consolidated 

amounts, hydrogen resources 
replenishment and increment 
by way of purchasing of new 
assets in the upstream sector, 

and also exploration and 
optimisation of production 

at the main KMG EP fields."

Management of "KazMunayGas" 
Exploration and Production JSC
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Zhakip Marabaev  
2004 – 2006

Askar Balzhanov  
2006 – 2009, 2011

Kenzhebek Ibrashev  
2009 – 2011



"Our Company continuously 
improves oil production 
technologies, optimises 
its activities to reduce 

capital expenses and oil 
production prime cost. 
We have set ourselves 

up for vigorous activity 
in exploration."

"We commenced Trial 
Production of the 

Novobogatinsk SE at the 
Liman Block in 2014. 

And an oil and gas field Aksai 
was put in operation in 
the Kizil Orda Region 

on the basis of our Joint 
Venture with KGM.

Discovery of a new oil pool 
at the Rozhkovskoe Field 

became the main event of 2014 
in the exploration operations 

for our Company." 

"The Company commenced 
large-scale upgrading 
of industrial facilities 
at Ozenmunaigas and 

Embamunaigas fields, which 
is designed for 2012-2014. 

The objective of the technical 
retooling is an increase in oil 

production and improvement of 
the facility economies. Initiated 
and already being implemented 

by the Company projects of 
industrial capacity upgrading at 
Uzen are unprecedented as far 
as their scales are concerned. 

They are aimed at the production 
level and production efficiency 

improvement, improvement 
of the industrial safety and 

occupational health situation."

Kurmangazy Iskaziev  
2015 – until present

 Abat Nurseitov  
2013 – 2015

Alik Aidarbaev  
2011 – 2013



United Energy



"Over the Independence years, all the regulation fields 
have experienced  principal transformations.  
As of today, the country’s energy system operates in accordance 
with the intended plans satisfying the internal needs of the 
country in energy sources and fulfilling export obligations".

Kanat Bozumbayev, 
Minister of Energy of the Republic of Kazakhstan



Chapter III

It would be true to say that the wellbeing Kazakhstan has been 
enjoying with lately due to the facilitated oil and gas transportation is based 
not so much on the pipelines system inherited from the former USSR, as 
at a greater extent on the facilities built up over the time of Independence. 
In fact, by the time of independence oil transmission pipelines capacity 
was 3 mm tons, compared to the current, which exceeds 90 mm tons/year! 

The stated numbers more than enough correspond in quantitative 
terms of crude volumes the general production growth in oil and gas 
industry in Kazakhstan, and the development of this sector has been going 
on significantly faster than in all other sectors. Projects comparable in terms 
of their landmark nature to such exploration and development projects as 
Tengiz, Karachaganak, and Kashagan were already implemented and still 
continue within the midstream of RK. 

In the downstream sector there are projects to build systems of 
Caspian pipeline consortium, Kazakhstan-China oil pipeline, Trans-
Asian gas line, Beineu – Bozoi – Shymkent main gas pipeline, which 
also comprise international and associated with them domestic HC 
pipelines. The more so, it would not be possible or just badly slowed 
down production increase with both major fields and general gas 
production in the country as a whole should ambitious transportation 
projects not be implemented.

The sector of oil and gas transportation of the energy complex of Kazakhstan today 
fully meets the demand of subsoil users for export capacities. The production and 
logistics capabilities that were created during the years of independence of the RK 
allow exporting companies to choose the best routes for themselves. Which means 
that optimal revenues should be secured, taxable profit increased, accordingly 
payments to the State budget should grow up having resulted as a consequence 
in a funding to all budgetary levels, public-sector employees and projects.

ON THE WAY UP TO 
THE MULTI-VECTORAL 
EXPORTS



"Efficient use of energy resources of Kazakhstan by way of the fast increase 
of oil and gas production and exports will enable sustainable economic 
growth and improving people’s lives. Oil transportation pipelines based 
on the reliability, ecological safety and cost efficiency substantially 
contribute to the economy. Availability of the reliable, safe and effective 
multi-dimensional, export-oriented oil transportation infrastructure of 
RK is a strategic asset, possessing competitive advantages and creating 
favorable investment climate for oil operations in the country."

Nursultan Nazarbayev,
the President of the Republic of Kazakhstan 



From the "SIXTIES" 
to the "NINETIES" 

The soviet oil transportation system taken over by the 
Republic of Kazakhstan was in the poor enough condition. For 
example the first crude trunk pipeline in Kazakhstan laid down 
as far back as in 1935 targeted the connection of the fields in 
Western Kazakhstan with Orsk refinery in Russia. Whereas the 
greater part of other oil pipelines was built in the 1960s. The trunk 
oil line to transport crude from Usen cluster to Aktau port was 
commissioned in 1966, in 1969 Uzen was tied on Atyrau refinery. 
The first "hot oil" pipeline (equipped with crude heaters) started 
up to transport along the Uzen – Atyrau - Samara route with a total 
length of around 1500 km. Since the time of its commissioning in 
1970 and up until the 2000s it was continually used as the main 
oil transportation line in Kazakhstan. 

That was the husbandry of a kind, which cried for a 
modernization and development, when the increasing number 
of subsoil users required that new transportation needs were 
satisfied. At the same time, the use of new political space 
opened due to the effective oil exports strategy of Kazakhstan’s 
statesmen and sector leaders suggested the establishment of new 
energy eхports capacities.

The task of their expansion has been assigned by the political 
leadership of the Republic. The leader of the country Nursultan 
Nazarbayev set it out in the Strategy for the Development of 
Kazakhstan up to 2030 in the following way: "Efficient use of 
energy resources of Kazakhstan by way of the fast increase of oil 
and gas production and exports will enable sustainable economic 
growth and improving people’s lives. Oil transportation pipelines 
based on the reliability, ecological safety and cost efficiency 
substantially contribute to the economy. Availability of the 
reliable, safe and effective multi-dimensional, export-oriented oil 
transportation infrastructure of RK is a strategic asset, possessing 

competitive advantages and creating favorable investment climate 
for oil operations in the country".

It is noteworthy that oil and gas transportation strategy 
of Kazakhstan as a state, actions of the leadership and key 
persons responsible for the national interests in this sector have 
been always rational and consistent. A wide range of people 
from petroleum facilities builders to the State Leader, which 
is unconditionally reflective of strategic importance and the 
remarkable nature of midstream development. As a matter of fact 
along with large-scale operations tasks not less important political 
issues and contradictions were settled for this purpose.

Development of new oil transportation and exports policy 
of Kazakhstan begins from a securing of the way of delivery of 
petroleum production to the European market via the areas of 
transit states. In the early 1990s the pipeline crude transportation 
is the most safe and large-scale way of crude exports. Oil transport 
by railway implies big risks of stealage, extortion and other 
criminal dangers. 

Basic Kazakhstani transit goes via Russia. And all 
mentioned above risks associated with oil transportation are 
natural to Russia as well, for which reason there is so widespread 
concern voiced about the possibility to gain access to the pipe 
that Russian companies and joint ventures can hardly manage 
using various approaches to "wheedle" at the Ministry of Energy 
of Russia tight quotas for pumping of at least some part of the 
production. (For the majority of the market players it makes 
30% of the production volume). Subsequently, Kazakhstan faces 
a complex challenge which addressing to should result in the 
obtaining of the pumping quota by the independent now and 
separate from Russia State.

86 ON THE WAY UP TO THE MULTI-
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QUOTA - First of all 
Kairgeldy Kabyldin, having a long-term both petroleum 

production and in a large part oil transportation experience, cites 
up: "In that time at the international conferences and meetings 
with investors we kept showing the map with the just one oil 
pipeline available – Atyrau – Samara. And it was necessary to 
get into it yet". 

With production of more than 20 million tons/y RK is 
allowed in the 1990s the pipeline transit quota in Atyrau – Samara 
through Russia several times less than it is needed. The battle for 
bigger oil exports quota becomes a challenge for the concerned 
Kazakhstan’s institutions and entities for almost a decade. 
Moreover, the Atyrau-Samara route has significant advantages. 
It is one of the most cost-effective in terms of transportation 
downstream option. 

In the 1990s the exports flow of that time was 
distributed at Samara transportation hub in 
several ways to cover the broader market as 
follows:
• Samara – Tikhoretsk – Novorossiisk,
• Samara-Lissichansk – Odessa,
• Samara – Yaroslavl – Primorsk,
• By the integrated "Druzhba" system down to Adam 

Outpost at the border between Belorussia and 
Poland, and to Budkovitse, located amidst Ukraine 
and Slovakia.

From the Black-sea ports Kazakhstan oil was being 
transported in tank vessels to the countries of the Region, and also 
to the Mediterranean marketplaces – to Genoa or Augusta, points 
of the location of black gold global exchanges. In those years by 
"Druzhba" oil line through Poland and Slovakia crude could be 
transported to the countries of Eastern and Western Europe. And 
from Primorsk (later on from Ust-Luga), nowadays it still flows 
in large volumes to the Northern countries.

At the same time Atyrau – Samara has some demerits. First, 
for an insufficient flow capacity it is unable to meet oil exports 
requirements of Kazakhstan. Secondly, the reduction of transport 
expenditures is not always of a high priority matter for some black 
gold shippers. It is gainless to producers of the high-quality and 
therefore more expensive oil to lose the market risk premium for 
the reason of mixing it with the cheaper grades oil. For example, 
Tengiz crude, which density is comparable to Premium class’, 
costs much more than Urals. 

In the meantime it is common knowledge that crudes 
differing by their grades and value would go in to this pipeline 
to make a mixture. Besides the key Russian oil transportation 
"Transneft" company itself notes that the mission of Samara 
transportation hub is "to receive, store, compound and pump 
oil. It plays a key role in a formulation of the export strategy of 
Russian and Kazakhstan’s oil".

Despite these enough complicated conditions, such 
institutions of Kazakhstan as the Ministry of Energy first of all, 
in all its diverse facets which happened to be in due to the changed 
title and restructuring together with the national "KazTransOil" 
company managed to achieve a higher value through the 
utilization of the existing trans-Russia facilities. 

Timur Kulibayev, employed since 1997 by national 
oil companies, talks about the situation with oil transit and 
transportation in those days: "Received in the 1990s from Russia 
oil pumping quotas for 3,5 million tons/y completely did not 
satisfy export requirements of Kazakhstan. Way back as I had just 
joined "KazTransOil" I had set a target to get oil exports fourfold 
increase– up to 15 million tons/y. 

Yet technical state of oil pipelines at that time had been 
awful. Oil transportation facilities had been requiring big 
repairs and modernization. We had made calculations, defended 
economically sound oil pumping tariffs for both domestic market 
and exports and gone down to the infrastructure development. As 
a result of the overall actions taken, for example the flow capacity 
of our main at that time export Atyrau – Samara oil line had grown 
up from 10 million tons/y to 15 million tons/y.

By then I had been working extensively with the relevant 
Russian Ministry. We had made an intergovernmental agreement 
in pursuance of which Russia granted free transit to Kazakhstan 
oil through its territories. It was of significant help in the next 
years, as the oil prices began a rapid rise to ensure a stable cash 
influx to the budget due to the exports. Eventually, in the early 
2000s we completely satisfied the requirements oilmen had had 
towards oil exports". 

With this aim in view on the 7th of June 2002 the 
Governments of Kazakhstan and Russia sign the Agreement on 
the long-term transit of Kazakhstan oil through the territories of 
Russia. This document is signed in the presence of the Presidents 
Nursultan Nazarbayev and Vladimir Putin by the Vice-Ministers 
of two states Karim Massimov and Victor Khristenko. By this 
Agreement Russia guarantees transits of Kazakhstan oil within the 
space of 15 years in the volume of not less than 15 million tons/y 
along the route Atyrau-Samara, and not less than 2,5 million tons 
through Makhachcala – Tikhoretsk – Novorossiisk oil line. (The 
Agreement is supposed to be renewed for another 10 years on). 

Nursultan Nazarbayev thereupon stated with great 
satisfaction: "There are no agreements of this kind between 
CIS countries". Vladimir Putin echoed: "The signed documents 
correspond completely to the concerns of both Kazakhstan and 
Russia. The level of interaction between two states assumes the 
pattern never reported before. It will be crucial for the energy 
policy both in Europe and globally". 

This exports deal has become a landmark in the petroleum 
relationship between RK and RF and for the oil policy of 
Kazakhstan as a whole. Two oil exporter states brought an end to 
the period of mutual distrust and resentment over the competitive 
actions of each other demonstrated in HC market over the 1990s. 
Since the beginning of the 2000s petroleum partnership of 
Kazakhstan and Russia keeps expanding and growing strong.



of the Republic of Kazakhstan 
MAIN OIL PIPELINES 

The new trends speak for themselves by means of the 
values to show specific results. Upon signature of the Agreement, 
the volume of oil flow pumped by KazTransOil facilities from 
Kazakhstan through RF significantly increases. By Atyrau – 
Samara - from 14 million tons in 2002 to 17,5 million tons in 
2009. On the route Aktau – Makhachkala – Novorossiisk – from 
2,9 million tons in 2002 to 4,5 million tons in 2008. 

Meanwhile "KazTransOil", using own facilities expands 
the geography of Kazakhstan petroleum exports. Due to 
the use of the system of oil pipelines shippers are enabled to 
send the black gold via Aktau port towards Iran, and to Baku. 
From this point following oil transfer to oil tanks and cross-
Caucasus transshipment oil arrives to Black sea ports such as 
Kulevi and Batumi. Kazakhstan’s crude can also be loaded to 
Baku-Tbilisi-Jeikhan pipeline, which makes possible its entry 
into Mediterranean market. By means of Atyrau – Samara oil 
can come to the ports of Black and Baltic seas, go in to main 
pipelines of "Druzhba system" and to the refineries in Ukraine and 
Lithuania. Never before Kazakhstan oil delivery was so widely 
spread over the markets either expansively shipped towards new 
exports destinations. 

Kazakhstan is strongly interested in the route to the Black 
sea basin to run through Caspian and South Caucasus, which 
carries a potential of building and development of the own 
transportation facilities assets. For this reason in the second 
half of the 2000s "KazMunayGas" purchases Batumi oil 
terminal. This decision aimed at the enhancement of the control 
over this transportation route and increase of the cumulative 

effect of the acquired Rompetrol refinery and downstream 
Group, operating in the of Black and Mediterranean countries. 
(In more details it is brought in the Chapter "Fuel Sector and 
Raw HC Deep Conversion").

Currently in the RK itself facilities of significant capacity 
which would constitute a sound basis for sustained exports growth 
have been overhauled and constructed. 

These technical and political transformations allow 
Kazakhstan and its exporter companies by the mid of the 2000s 
the possibility of a big choice among various routs. In 2004 
Russia is ready to pump through "Transneft" system up to 17,5 
million tons/y of black gold from Kazakhstan. But the first 
priority for RK has become the system of the Caspian Pipeline 
Consortium (CPC).

It should be recognized that the construction of CPC 
pipeline critically changed the nature of exports issue in RK. In 
the 990s major decisions laid within the scope of administration 
– at the table to negotiate the size of quota for Kazakhstan transit 
through RF. Since the beginning of the 2000s the expansion 
of transportation capabilities turned to become depending on 
the investment policy of the companies-shareholders in the 
pipelines construction projects. The overall majority of them are 
producing companies. Therefore technical development of oil 
exports capacities becomes the prevailing over other tendencies 
in Kazakhstan oil exports for years to come. 

However CPC project realization came off a lot of 
complicated political turns before going down to the pipe laying. 
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Way to Europe 
CASPIAN PIPELINE CONSORTIUM

"NAZARBAYEV’S APPLE"

The foundations of this project were laid in 1992 the time 
when Republic of Kazakhstan and Sultanate of Oman concluded 
the intergovernmental Agreement "About the construction of 
Caspian Pipeline Consortium (CPC) for transportation of 
Hydrocarbons from Kazakhstan to global markets". 

Why it was Oman? The initiative was taken by the Sultanate. 
As well as fresh post-Soviet states in the early 1990s strive 

to succeed taking the cue from the rich Persian Gulf countries, 
countries of the Region are looking forward to set up profitable 
business in the Caspian Region. In the search of profits Arab 
investors propose attractive projects, promise to invest billions. 
Interests of the Sultanate in this case are represented by the 
international businessman John Doyce, who at the same time 
provides the advisory service to the Government of Kazakhstan at 

the negotiations on Tengiz. It is no question that CPC project has 
everything to do with the mega-project of Tengiz giant oil field 
and next to it Korolevsky field development.

In 1993 as a follow up to the two-year negotiations 
"Kazakhstanmunaigas" National Company signs with American 
Chevron Overseas Petroleum the agreement about establishing of 
"Tengizchevroil" joint venture. One of the conditions set within 
the framework of a realization of the field production mega-
project proves to be the construction of as well giant oil pipeline 
to export from the North-Western Kazakhstan. Tengiz oil as it 
is known is valued for its high commercial quality, and in order 
to retain its high quality it is necessary to have it delivered to a 
consumer not blended with other oil of lower grades.

This transportation route to deliver oil to the international 
markets is assessed as the shortest, politically safe and 
economically reasonable. The length of the pipeline network 
supposed to be constructed by CPC will measure 1510 km. 
Maximal pipeline transmission capacity is planned to make 67 
million tons/y. First CPC shareholders split shares as follows: 
as far as Oman undertakes to finance the project its share makes 
50%, Kazakhstan and Russia allocate the remainder shares in 
equal parts. 

Construction of the new international oil pipeline is of 
fundamental importance for the development of petroleum 
industry and for the global role young Republic would play in 
the international market. Tengiz is the main however not just the 
only one oil field in RK, which gain in productivity depends on 
the availability of the channels to ensure the efficient marketing. 
And for the State as rich of mineral resources and having location 
in the middle of Eurasia as Kazakhstan, the availability of reliable 
export destinations to the international markets is a basic condition 
for economic growth.

Such eminent in Kazakhstan oil industry persons as Kadyr 
Baikenov, Nurlan Balgimbayev, Ravil Chrdabayev, Anatoli 
Lobayev, et al do work on the moving CPC project forward. But it 
turns that bringing the concept to life appears to be as complicated 
task as requires that the Leader of the State himself would step 
in to save the situation. Political background is that Chevron, 
and other producing companies that join in for Tengiz field 
development and CPC pipeline construction do not acknowledge 
the leading role of Oman. They want to control transportation and 
exports of the produced oil on their own, which pattern does not 
allow the entitlement of Oman to the holding of one-half of the 
stock of the consortium. The mentioned companies intend to enter 
the consortium only as full-fledged participants, which require the 
changes in the earlier shares allocation. 

At the same time Russian and Western companies, Russian 
Government and corporate partners do not trust each other in 
full. There are discussions on the pattern of pipeline construction 
financing still going on. The competition of various interests 
groups leaves pipeline construction project several years behind. 
Not all of the politicians in Russia support CPC project as far as 

During CPC project organization period international experts propose more 
than 10 various oil transportation routes. Main destinations are: through 
Russia to Black Sea, through Iran to the Persian Gulf, through the Caspian 
and Caucasus to Turkey towards the Mediterranean Sea. Finally, experts 
and politicians determine one of the options as the high-priority route: 
pipeline will run from Tengiz via Atyrau to Novorossiisk to reach then the 
Black sea shore.



do not want to have a new powerful player such as Kazakhstan 
in their markets. 

Kairgeldy Kabyldin directly participated in the CPC 
agreement drafting. He tells about this: "Never before we have 
been involved with so large projects. We started discussions at 
nine o’clock in the morning to conclude them late in the night. Our 
party in the talks was represented by me, G.К. Keshubayev, Vice-
Minister of Oil and Gas, Т.М. Kassymov, General Director of 
"Yuzhnefteprovod" PA, his Deputy I.D. Kasper. In the period from 
May till December 1996 for 6 months we almost uninterruptedly 
were staying indoors in the "Metropol" hotel. Our negotiating 
team included legal and finance people, technical consultants. 
Our legal adviser was the well-known Sherman&Sterling firm, 
and the experience we gained proved to be extremely useful, we 
learnt to sort out in the international petroleum companies’ attitude 
towards the deals of this kind". The strong role in the preparation 
of the agreement played Nurlan Balgimbayev being at that time 
Minister of Oil and Gas. 

And still the issue is addressed at the highest level: the 
President Nazarbayev holds 13 meetings within one and half 
year with Victor Chernomyrdin, Prime Minister in Russia at that 
time. Mr. Nazarbayev puts forward 10 principles of partnership, 
where the core one is - "The apple should be divided in half!". 
Which means that one half of the shares is allocated between the 
countries participants, the second half will receive companies 
ready to invest in the project with the aim to obtain quota for the 
produced oil transportation by the planned pipeline. 

Preparatory discussions are brought to a close as a follow 
up to the lengthy personal negotiations between Nursultan 
Nazarbayev and Boris Eltsin. Nurlan Balgimbayev told about that: 
"We had laid down the program having which in hand Nursultan 
Abishevich gone to Boris Nikolaevich to visit him right in the 
hospital. We all had been staying outside the door of the ward. 
Nursultan Abishevich had a conversation lasted for about 2,5 
hours, following which Viktor Chernomyrdin and Oleg Soskovets 
(Vice Premier of that time) had been called in, then the CPC issue 
had been settled in the presence of an enlarged panel". 

Pursuant to the agreed compromise in April 1996 in Almaty 
the Minutes on the restructuring of CPC is signed. The half of 
shares should be received by the countries-participants: Russia 
– 24 %, Kazakhstan – 19 %, Oman – 7 %. The allocation of the 
shares between RK and RF is determined by oil transportation 
assets incorporated in CPC system: Kazakhstan assets are assessed 
of $300MM, Russian assets are assessed of $450 MM. Vs. its 
investments made earlier Oman shall receive the remaining stock 
within the share of the participating countries.

Chevron, British Gas, Agip, Mobil, LukOil, "Rosneft"/Shell, 
"Kazakhoil"/Amoco, Oryx shall allocate between themselves 
the companies’ share. Subsoil users provide a guarantee for 
the loading of the pipeline on terms "pump-or-pay" in addition 
promise to take upon themselves 100% project financing. (Later 
on the composition of CPC shareholders will change. Now it 
looks as follows: – CPC Shareholders).
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CPC Oil Pipeline Route 

Received from: Caspian Pipeline Consortium

On the 6th of December 1996 Agreement of CPC 
Shareholders was signed, the participants confirmed the decision 
to develop oil pipeline system with flow capacity of 67 MM tons 
along the route Tengiz – Tikhoretsk - Novorossiisk. Following 
this on the 12th of May 1999 a symbolic foundation stone of 
CPC construction was solemnly laid in the area of the settlement 
Yuzhnaya Ozereika -2 nearby Novorossiisk. 

Technological throughput capacity of the pipeline at the first 
stage was set at 28,2 million tons per year to later on be brought up 
to 67 million tons per year. The initial amount of investments was 
planned to make $2,2 billion, and for the full implementation of 
the project - $4,5 billion. Private loans extended to the consortium 
by the shareholders financed the construction operations at the first 
stage of the project. The funds have been used not for nothing: 
on the 26th of March 2001 Tengiz oil pumping in to the pipeline 
commenced in Atyrau, and on 27th of November of the same 
year in Yuzhnaya Ozereika terminal the first tanker loading took 
place. As grand persons as Vladimir Shkolnik, Deputy Prime 
Minister of Kazakhstan, Ivan Matlashov, First Deputy Minister of 
Energy of Russia, Nurlan Balgimbayev, President of "Kazakhoil", 
Timur Kulibayev, General Director of NC "Transport Oil and Gas 
State Company" and his Deputy Kairgeldy Kabyldin, Alexander 
Vershbow, USA Ambassador in RF, Viki Beily, Assistant Secretary 

to Minister of Energy of the USA, Dawid O’Reily, Chairman of 
the Board and Chief Executive of Chevron Texaco and Deputy 
Chairman of the Board Richard Macke were present at the 
ceremony. Also high-ranking representatives of other companies- 
CPC shareholders attended this event. All this persons and their 
organizations had contributed to the success of this project. But, 
as admitted a bit earlier Anatoli Shatalov, Deputy Minister of 
Fuel and Energy of RF at that time: "The strategy in full had been 
developed by Kazakhstan party as well as the vision realized".

Put on operation Tengiz – Novorossiisk oil pipeline was 
highly appreciated by US Congressmen. They sent a special 
message to the President Nursultan Nazarbayev, wherein stated 
the startup of CPC pipeline "truly significant milestone in the 
economic cooperation between Kazakhstan, Russia and USA", 
playing an important role in the development of the Region. 
"CPC plays an important role in the development of the states in 
the Region. Oil line will be supporting the reinforcement of the 
economic independence of Kazakhstan and will undoubtedly give 
a strong impetus to economic growth of the Region by attracting 
American investments. Long-waited transportation infrastructure 
will open access to the energy resources of the Caspian basin", - 
congressmen wrote.

As far back as since 2002 the number of oil suppliers 
to CPC system significantly expands due to the connected to 
the pipeline such companies as "Arman", "Turgai-Petroleum", 
"Kazakhoil-Aktobe" JVs, "CNPC-Aktobemunaigas", 
PetroKazakhstan, "Trade House "KazMunayGas" LLP. 
This opportunity producing companies obtained through 
the integration of two oil transportation systems - CPC and 
"KazTransOil as a result of construction of two strings of pipes, 

which joined the capacities of the similarly-named "Atyrau" oil 
pumping stations of both companies. 

In May 2004 CPC system started operating in full power 
in line with the first stage design capacity. The route reached this 
position due to the commissioning of the 635-km long Aksay 
– Bolshoi Chagan - Atyrau oil line, which began delivering to 
the system liquid HCs from Karachaganak oil/gas-condensate 
field. Kazakhstan began loading CPC with 21,7 million tons per 
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year. (For the rest volume of pumping accountable were Russian 
shareholders and fields). Transportation tariff en route in this 
period was capped by $24,6 per ton. 

The demand for the pumping through CNPC system 
continue growing, as far as the consortium despite the wide range 
of suppliers set a task to keep on pumping oil of the respective 
commercial value, contrary to Atyrau-Samara being unable to 
sustain that. CPC quality bank ensured the control of the suppliers 
to CPC system. Oil quality at the inlet and at the outlet of the pipe 
is measured and compared vs. reference standard, having certain 
value. Should producer pumped in oil of a lower quality whereas 
received than on exit from the pipe blend of higher quality, he 
will compensate the owner of better grade oil cash difference. But 
generally, black gold which flows in to the global market by CPC 
system has been graded for CPC-blend. 

In October 2008 CPC shareholders sign the Memorandum 
about principles of the increase of the flow efficiency oil pipeline 
to 67 million tons, in October 2010 ultimately decide on the 
investing of the respective project, and on the 1st of July 2011 the 
ceremony devoted to the beginning of construction project takes 
place at the area of Atyrau pumping station. 

As it is known, the project of a complete CPC system 
enhancement suggests modernization of the existing and 
construction of 10 additional oil pumping stations: two in 
Kazakhstan and 8 in Russia. Apart from that - construction of 6 
oil storage tanks nearby Novorossiisk and the third single mooring 
point at the CPC marine terminal, and also the replacement of 
88-km long section of the pipeline in Kazakhstan with a larger 
diameter pipe. To enable planned work in terms of financing 
the consortium increases the transportation tariff subject to the 
investment component to $38 per each ton.

As a result of the implementation of the Enhancement 
Project the throughput capacity is expected to increase to 67 
million tons per year, which by means of additives can be 
increased to 75 million tons per year. It will make feasible to 
transport Kazakhstan’s oil in the volume of 52 million tons per 
year vs. 27, million tons per year. The complete enhancement of 
CPC system should be finalized in 2017. Last year the pipeline 
already started pumping the first offshore oil from Kashagan field, 
and this year will increase its volume by several times. Apart 
from that, the production rate of Tengiz /Korolevskoe continue 
increasing, it is expected that in the beginning of the next decade 
its annual production will increase by 12 million tons per year. 

Nikolay Gorban, the Head of Russian branch of the 
consortium CPC-R – stated that for 2017 it is planned to pump 
through 65 MM tons of oil. It will add to the last year volumes 
almost 21 million tons.

 "NGSK KazStroyService" JSC is a General contractor, 
which runs construction and modernization operations within 
Kazakhstan. As a whole there are 7 in Kazakhstan and 11 in 
Russia companies busy with the construction project realization. 
The cost of CPC system enhancement is $5,4 billion. It is financed 
for the most part by own resources of CPC, which form as a 
result of accumulation of the proceeds earned from the tariffs 
earlier increased under respective resolution, and also due to the 
reduction of interest rates on the loans taken to finance the first 
stage of the project.

According the forecast the yearly tariff revenue after the 
completion of the enhancement and the following achievement 
by the pipeline of the projected capacity will be $2,3 billion. It is 
clear that the respective part of this cash will go to Kazakhstan 
according to its share of participation. 



ROUTE TO
THE EAST

KAZAKHSTAN-CHINA OIL PIPELINE

Rail loading stations open 
the "Way" to The East 

CPC system is the most large-scale corridor to export oil from Kazakhstan. 
Simultaneously with European routes the Republic has been developing transportation 
capacities to deliver oil to China. The assurance of the export balance aims at the 
diversification of the sources of income, transit risks, and also sustainability of the strategic 
choice of the State. Market factors in this sector strongly intermingle with the political 
priorities. Multi-vectoral course of the President Nursultan Nazarbayev and balanced position 
of Kazakhstan in the today’s world is supported by the export policy of RK, certain actions 
and projects of local companies in oil and gas sector. 

Since the early years of the independence it was the 
railway route running between "Druzhba" station at the 
border and Alashankou and Kaitun at China side, which 
was used to reach Chinese market. In different times 
fields of the Eastern Kazakhstan and Aktobe Region 

have been the raw material base for the easterly direction. The 
elevated structures, crude oil rail loading stations Bestamak in 
Aktobe Region, and Atasu and Tekesu in Kyzylorda Region have 
been constructed to ensure the transportation of oil cargo. 

PARAMETERS OF ATASU OIL RAIL 
LOADING STATION:

• Oil loading project capacity to 3 million tons a year,
• Rail loading station – double-faced, 
• Facility is rated to simultaneously load 40 rail tanks,
• Investment volume – around $7,32 million, 
• CAPEX to start-up complex over $5,5 million

These facilities were constructed to satisfy the demand of 
subsurface user companies. Prior to erect the oil rail loading 
station in Atasu "KazTransOil" held negotiations to receive 
guarantees from the companies producing in this Region on the 
oil supply to engage the new facilities: transportation to Atasu 
OPS and loading to rail tanks. The project throughput capacity 

of this oil rail loading station makes 3 million ton/y, including 1 
million tons of the Kumkol oil. "KazTransOil" funded this project 
by investing for about $7,32 million. 

The commissioned in July 2000 rail oil loading station 
secures oil transportation by rail to Pavlodar refinery and to China. 
Formerly is was used as a transit facility: at this point Russian oil 
delivered by the pipeline from Western Siberia used to be loaded 
to rail tanks to head further on to China. 

While Kazakhstan has been moving from the recovery 
period to the dynamic economic oil-oriented time, the interest 
of China to the cooperation with RK has continued growing. In 
September 1997 Almaty greeted the representative delegation 
headed by the Premier of State Council Li Pen, having also 
two members of the standing committee of the Politburo of the 
Communist Party of China, 8 members of the Central Committee 
of the Chinese Communist Party and a big number of the CEOs 
of the large State corporations. 

On September 24 the President of Kazakhstan Nursultan 
Nazarbayev held a meeting with Li Pen. The Parties sign the 
historical agreements on the cooperation between two countries, in 
the oil and gas sector as well. The Intergovernmental negotiations 
under the leadership of U.Е. Shukeyev, Minister of Economy 
of RK of that time, lasted till the late in the night. According to 
Kairgeldy Kabyldin, the participant of the negotiations, within 
the framework of the oil issues cluster negotiations covered 
the purchase of Ozen oil field and the construction of the oil 
pipeline between Kazakhstan and China. Based on the experience 
gained during negotiations on CPC Kazakhstan party managed 
to in the short time come up to the agreements on the discussed 
construction of the pipeline to China. 



THE FIRST PIPELINE TO CHINA FROM THE 
FORMER USSR – FROM KAZAKHSTAN

The Minister of Energy and mineral resources of RK 
Dussenbay Dussenov and CNPC General Director Chzhow 
Yunkan sign Agreement about construction of the oil pipeline 
Western Kazakhstan – Western China (en-route Aktobe – Xinjiang 
Uighur Autonomous Region) 3200 km long, valued at $3,5 billion. 
Yet Kazakhstan received from the Chinese partner the guarantee 
of the project realization. It was set out in the Agreement that the 
oil pipeline should have been constructed within 5 years + 2,5 
years with no sanctions. Upon the expiration of this term, should 
it not be constructed, all property together with the investments 
shall be returned to Kazakhstan.

Nursultan Nazarbayev noted then that "Investments and 
construction of the oil pipeline will ensure the thousands jobs in 
Kazakhstan. The new road way will be laid down alongside the 
pipeline and new infrastructure will be established". Vu Yaoven 
CNPC Vice-President, made a point that "the idea of the new oil 
pipeline does not contradict to the CPC idea, and it is an advantage 
to Kazakhstan to have the maximal number of transportation 
destinations to the sales markets".

It was decided that at the first stage of the pipeline 
construction to China the section Kenkiyak - Atyrau will be laid 

down. (The Chinese were operating at that time at Kenkiyak 
and Zhanazhol fields in Aktobe Region). Just one pipeline was 
available to pump oil from Kenkiyak to Orsk refinery, which was 
the delivery to a monopoly consumer so was not able of ensuring 
adequate incomes. 

Accordingly it was evident to both Chinese and Kazakhstan 
that there was a need to go for exports for which reason Aktobe 
fields required a tying in to the oil hub in Atyrau – it would have 
been an end-all answer. Seeing this with a view to begin a free 
export long before the construction of the oil pipeline to China, 
The Government of Kazakhstan addresses the first priority issue 
by way of the order issued in June 1999 about the authorization 
of the access for producers in Aktobe Region to the export CPC 
and Atyrau – Samara facilities. This decision created a meaningful 
synergetic effect as far as provided for the development of the 
whole complex of business – oil production, transportation, 
facilities construction. And the main thing is that it allowed a 
diversification of sales and eliminated risks of uneconomic black 
gold sales.
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PARAMETERS OF KENKIYAK-ATYRAU OIL PIPELINE:

• The distance – 448,8 km,
• Diameter – 24 inches,
• Throughput capacity of the First stage (2002) – 6 million tons oil / year,
• Throughput capacity of the Second stage (2004) – million tons oil / year,
• Throughput capacity of the Third stage (2006) – 14 million tons oil / year.



In October 2001 "NC "Transport oil and gas" JSC and CNPC 
International Kazakhstan JSC make a framework agreement about 
the construction of the Kenkiyal-Atyrau oil pipeline. For the need 
of construction of this facility North-Western Pipeline Company 
Munai Tas CJSC was set up, wherein share of "KazMunayGas" 
owned of 51%, and the remaining shares were allocated to 
CNPC International Kazakhstan. "This year we plan to construct 
Kenkiyak - Atyrau oil pipeline 450 km long. It will facilitate 
Aktobe oil transportation by Atyrau-Samara and CPC pipelines, 
and also through the Port of Aktau – Timur Kulibayev, the first 
Vice-President of "KazMunayGas" stated.

On 23rd May 2002 the construction of the pipeline 
started up. While the initial, tactical direction for it is Western 
China. From the strategic point of view the realization of this 
project manifests the initiation of the arrangement of the new 

transcontinental main trunk Western Kazakhstan – Western China. 
"MunaiTas" company which was the owner of the project of 
construction of the pipeline from "Kenkiyak" oil pumping station 
to "Atyrau" oil pumping station, employed about 1600 qualified 
engineers and technical personnel, drew up the up-to-date, highly 
productive in line with global standards technical resources.

When constructing the oil pipeline Kenkiyak - Atyrau 
they were applying new engineering solutions, such as the use 
of solar panels as the source of power supply for the line block 
valves, cathodic protection stations, automation and telemechanic 
systems. SCADA System of a computer-based control in the 
real time mode was employed, fiber optic lines were used in the 
networking, apart from that horizontal directional drilling method 
was applied when crossing Ural river. The Project was funded by 
Chinese partner. 

PIPELINES FROM CIS COUNTRIES TO CHINA, BUILT OR PROJECTED IN THE POST-SOVIET YEAS

Received from: Rusenergy

In March 2003 i.e. shorter than in a year following the 
beginning of the construction, the First start-up complex of 
Kenkiyak-Atyrau main trunk was put on operation.

In May 2004 within the framework of the visit 
of Nursultan Nazarbayev to China the President of 
"KazMunayGas" Uzakbai Karabalin and General Director 
of CNPC Chen Ghen sign the Agreement about the basic 
principles of the construction of the oil pipeline Atasu - 
Alashankou. This is the second section of the main Western 
Kazakhstan – Western China.

Vladimir Shkolnik in 2004 Minister of Energy and 
Mineral Resources of RK remembers: "I had a privilege 
to negotiate with the Chinese partners the construction of 

the oil pipeline Atasu - Alashankou. For Kazakhstan the 
realization of this project implied the diversification of the 
oil sale destinations to global market. At that time the CPC 
route was already operational, pipeline Atyrau- Samara was 
pumping oil as well, Baku-Tbilisi – Jeikhan pipeline was under 
construction. At the same time the Chinese destination was 
considered as extremely promising. The negotiation process 
appeared to be pretty hard and was lasting for a half of a year. 
Nevertheless we managed to agree that the Chinese party 
should have provided bank guarantee, Kazakhstan content 
within the allocation of subcontracts under this project should 
have made 50 %, and obligations to sustain a sufficient volume 
to fill in the pipeline should have been upon the Chinese party".
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In June 2004 "Kazakhstan-China pipeline" LLP was set 
up to realize this project, participants in this enterprise on an 
equal cost sharing basis became "KazTranOil" and "Chinese 
National Corporation for exploration and production of oil and 
gas". In October of the same year the construction begins from 
Atasu oil pumping station. The volume of capital expenditures 
made $806 million, out of which, the investments attracted on 
the project finance basis exceeded $700 million. Oil pipeline 
will be laid down in a record-breaking time – just in one year 
en-route Atasu – Agadir – Akchatau – Aktogai – Ucharal 
through Karaganda, Eastern Kazakhstan and Almaty Regions, 
to reach up Alashankou rail station in China.

There were 4500 employees busy with the construction 
operations, more than 500 of them were Kazakhstan citizens. 
"We agreed to apply the latest technologies such as automatic 
and semiautomatic welding which allowed completing 
project in the shortest possible time. However we experienced 
difficulties too. The exploring data reported rocky formation 
resting at the depth of 1 m to along the route of the pipeline in 
the Northern Balkhash area. We had to blast, which delayed 
the completion date",- Kairgeldy Kabyldin remembers, (in 
2005 he is Vice-President for oil and gas transportation, 
service projects, oil processing and petrochemistry of 
"KazMunayGas"). 

PARAMETERS OF THE OIL PIPELINE 
ATASU – ALASHANKOU: 
 
• The length – 965 km,
• Oil pipe diameter – 813 mm,
• Throughput capacity of the 1st phase – 10 million 

tons/y,
• Project throughput capacity – 20 milion tons/y.

The day before the Independence Day of the Republic 
on the 15th of December 2005 at the main oil pumping station 
Atasu the new pipeline begins to be filled with oil. The President 
of the State Nursultan Nazarbayev gives the start to the oil 
pipeline operation from the Main Operation Control office of 
"KazTransOil" in Astana. The leader of the State notes that this is 
"the most important event of the trade-economic relations with the 
People’s Republic of China, our strategic and economic partner".

Atasu – Alashankou becomes the first exports pipeline 
constructed at the territory of the former USSR to run from out 
here to the most dynamic in terms of the increase of imports 
market in the Eastern Asia. In addition the oil pipeline connected 
RK and PR China will make the interest of the most active global 
investor which China is to the investment projects in Kazakhstan 
even stronger and wider. Full-scale commercial operation of Atasu 
– Alashankou oil pipeline commenced in 2006.

After the commissioning of Atasu – Alashankou oil 
pipeline the corridor of the "big" exports of Kazakhstan oil to 
PR China takes the real shape. The new pipeline facilities in 
Kazakhstan ensured additional volumes of the transported oil, 
created more of work places, expanded the taxable base for 
payments to the budget. 



Nursultan NAZARBAYEV
The President of the Republic of Kazakhstan:

"Investments and construction of the oil pipeline will ensure the thousands jobs 
in Kazakhstan. The new road way will be laid down alongside the pipeline and 
new infrastructure will be established." 

Vladimir SHKOLNIK
Republic of Kazakhstan Minister of Energy and Mineral Resources (2000-2006): : 

"I had a privilege to negotiate with the Chinese partners the construction 
of the oil pipeline Atasu - Alashankou... 
... Nevertheless we managed to agree that the Chinese party should have 
provided bank guarantee, Kazakhstan content within the allocation 
of subcontracts under this project should have made 50 %, and obligations 
to sustain a sufficient volume to fill in the pipeline should have been upon 
the Chinese party."

Karim MASSIMOV 
Republic of Kazakhstan Prime Minister (2007-2012, 2014-2016): 

"Two years ago, approximately at the same season, the President of our 
State together with the Chinese partners gave the start to the construction 
of the oil pipeline Atasu - Alashankou. Today all the conditions allow that 
Kenkiyak and Kumkol were connected."

Uzakbai KARABALIN
"KazMunayGas" NC JSC President (2003- 2008):

"It was a crucial turn in our relationship with Russia. The affordable transit rates 
were offered to Russian party. And we obtained an opportunity to earn on the 
transit of Russian oil."

Kairgeldy KABYLDIN 
"KazMunayGas" NC JSC Vice President for Oil and Gas Transportation Issues (2003- 2007):

"The territory of Kazakhstan has become a transit for oil supply from Russia 
to China. It was never anything like this, nobody could even dream of that!
We created the system much needed by the other countries."

Timur KULIBAYEV
The First Vice President of "KazMunayGas" NC JSC (2002 - 2005): 

"This year we plan to construct Kenkiyak - Atyrau oil pipeline 450 km long. It will 
facilitate Aktobe oil transportation by Atyrau-Samara and CPC pipelines, and also 
through the Port of Aktau."



From CHINA to the CASPIAN
Shortly on the 11th of December 2007 the event of the 

welding of the first butt joint at the oil pipeline Kenkiyak-Kumkol 
takes place at the main oil pumping Kenkiyak station. The Prime 
Minister of that time Karim Massimov states at the ceremony: 
"Two years ago, approximately at the same season, the President 
of our State together with the Chinese partners gave the start to 
the construction of the oil pipeline Atasu - Alashankou. Today all 
the conditions allow that Kenkiyak and Kumkol were connected". 
On the China party the Deputy Chairman for Energy of the State 
Council of PR China Ma Futsai reads the greeting letter from the 
Deputy Prime Minister of PR China U I.

This much attention is paid to the new Kazakhstan-China oil 
transportation project for the reason that particularly it completes 
the establishment of the factual oil route between RK and PR 
China to provide technical opportunities for exports to the East 
from almost all oilfields in the Republic of Kazakhstan. 

In 2008 Kenkiyak – Kumkol facility construction begins. 
The operator and the owner of new facilities "Kazakhstan-China 
Pipeline" LLP on extremely beneficial terms acquires from 
international banks ING Bank N.V. and ICBC 10-years loan at 
the amount exceeding $1 billion for the financing of the new 
project. The investment of acquired cash pays out very quickly 
– Kenkiyak – Kumkol pipeline is commissioned right the next 
2009 year. 

Despite the quick pace of construction, there were a number 
of difficulties. The site where the pipe line had to run was noted 
for a complicated terrain: the builders encountered sand dunes, 
sor-affected areas, irrigated and farm lands. The oil line crossed 
Mugodzhar Hills with a big difference in elevation, which 
required drilling and blasting operations. 

Generally, more than 1000 specialists, were engaged in 
the construction operation and more than 800 different vehicles 
and mechanisms including 62 excavators, 71 bulldozer, 75 
power trains, 3 pipe-welding bases, 2 automatic PWT welding 
complexes, 41 pipe layer, 55 crane trucks, 11 loaders and 268 
vehicles. Despite the encountered difficulties, the construction 
of the linear part of the oil pipeline was concluded ahead of 
schedule, which allowed to begin on the 11th of July 2009 its 
filling with process oil and successfully get it prepared to the 
operation in September.

"CNPC-Aktobemunaigas" JSC has come out to be the first 
and general oil supplier to this pipeline.
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PARAMETERS OF KENKIYAK-KUMKOL 
OIL PIPELINE

• The length of the pipeline – 761 km,
• Diameter of the oil pileline – 813 mm,
• Throughput capacity at the initial stage 10 million tons/y,
• Project throughput capacity 20 million tons /y,
• Volume of investments – around $1 billion,
• Resource base for the oil pipeline are oil fields in Aktobe 

and Western Kazakhstan Regions.

The new Kenkiyak-Kumkol pipeline is the central element 
of the oil transportation route Western Kazakhstan – Western 
China, which had been conceived as long back as in the 1990s, 
and was created as the issues concerning each section of the 
pipelines have been resolved.

Construction of the oil pipeline Kenkiyak – Kumkol as 
well has a dual goal. First, creation of the opportunity for sales 
of HC from Aktobe and Western Kazakhstan Regions in the 
Chinese market. Secondly, connect to each other pipelines of 
Western and Southern Kazakhstan to make the united integrated 
oil transport system. It provides for the Republic not only the 
high mobility with switching oil flows to various markets. 
Due to the interconnection of the main centers of production 
and transportation of oil the system which potentially is able of 
sending Kumkol oil to Europe and the off-shore Caspian oil to 
China was created. 

The new transportation options do balance out the petro-
political stance of Kazakhstan, which is vitally important for the 
country having its exports growing. For the time of operation of 
Atasu - Alashankou to date more than 100 million tons of oil have 
been exported from RK by the pipeline.

Starting from 2014, the pipeline Western Kazakhstan – 
Western China at the section Atasu - Alashankou turns to a transit 
and ensures sales of Russian oil to China. The intergovernmental 
Agreement about cooperation in the field of the transportation of 
Russian oil through the territory of the Republic of Kazakhstan 
to China was signed by Minister of oil and gas of RK Uzakbai 
Karabalin and Minister of Energy of RF Alexander Novak on 
the 24th of December 2013 at the panel of the Supreme Eurasian 
Economic Council with a participation of the leaders of the States. 

And in few days "KazTransOil" JSC and NC "Rosneft" 
OJSC concluded service agreement on the transportation of 
Russian oil to China by the route Priirtyshsk – Atasu-Alashankou 
for the term of 5 years with an opportunity of an automatic 
extension by another 5 years. The partners agreed that on the 
annual basis Russia shall be sending to China via Kazakhstan 7 
million tons with an increase of the volume to 10 million.

"It was a crucial turn in our relationship with Russia. 
Russian party an affordable transit rates were offered. And we 
obtained an opportunity to earn on the transit of Russian oil",- 
underscores Uzakbai Karabalin. Kairgeldy Kabyldin former 
General Director of "KazTransOil" and Deputy Chairman of the 
Board for oil transportation of NC "KazMunayGas" adds: "The 
territory of Kazakhstan has become a transit for oil supply from 
Russia to China. It was never anything like this, nobody could 
even dream of that! We created the system much needed by the 
other countries". 

In such a way Kazakhstan not just formed a multi-vectoral 
oil transportation infrastructure, but also has come to a place of 
a transit energy hub to export to PR China HC from Russia and 
Central Asian Region. It is noteworthy that by the time of Russian 
oil transit Kazakhstan earlier was delivering via its territory to 
China tens of billions of cubic meters of gas from Turkmenistan 
and Uzbekistan. 



GAS PIPELINE 
TRANSASIAN GAS PIPELINE
KAZAKHSTAN - CHINA 

Plans on a construction of a gas pipeline between 
Kazakhstan and China emerged at in the 1990s-2000s. 
And in November 2003 NC "KazMunayGas" the 
Chinese National Company CNPC concluded 
Agreement about the preliminary exploration of 

the possibility of a realization of the project of construction of 
Kazakhstan-China gas pipeline. In August 2005 the partners sign 
the Agreement about a cooperative elaboration of a substantiation 
for the investments to this project.

Its rollout is supported by the efforts of Nursultan 
Nazarbayev, therefore in the course of the official visit to 
Kazakhstan in August 2007 of the Chairman of PR China Hu 
Jintao the Governments of the two states make the General 
Agreement about the cooperation within construction and 
operation of gas pipeline Kazakhstan-China. It outlines 
principles of design, financing, construction and operation of 
the gas pipeline.

Sauat Mynbayev, Minister of Energy and Mineral Resources 
of RK in that time highlighted the new opportunities to open under 
this project to Kazakhstan: "Installation of Kazakhstan-China 
gas pipeline will give a boost to the development of not only gas 
industry but to the economy of our country in general. Being HC 
producing country in addition we begin to drive up earnings as 
a transit state also. Gas transport tariff will be providing for not 
simply cover of construction expenses, but the direct income to 
the budget of Kazakhstan". 

Gas pipeline Kazakhstan – China is a main part of the giant 
in terms of the length pipe capacity on the route which connects 
the fields of Central Asia with the consumers in Western, Central 
and Southern parts of China. In its full layout this artery is named 
Transasian gas pipeline. Its length from Turkmenistan to the 
border of China makes 1833 km out of which the most part of 
1300 km falls on Kazakhstan – China gas pipeline. 
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XXIGas pipeline of century

In early February 2008 "KazTransGas" JSC and 
Trans-Asia GasPipeline Ltd., affiliated CNPC 
company, establish in equal shares Asian 
Gas Pipeline LLP assigned for a designing, 
constructing and operating of gas transportation 

pipeline. The cost of gas pipeline is evaluated at $6,5 billion, 
and with the aim of a financing of construction LLP acquires 
the 15-year loan. "Asian Gas Pipeline" LLP plans to implement 
project in several stages, and begins construction of the pipeline in 
July 2008 from the welding of the first joint at the 42nd kilometer 
of the road Almaty – Kapchagai. 

Two parallel and identical by their technical parameters "А" 
and "В" strings are constructed for the first train of Transasian 
gas pipeline. 

If properly speaking, then Transasian gas pipeline of 
XXI century is a transportation system, equal by the volume of 
pumping, export and political significance to the system Middle 
Asia–Center (MАC), which had a lead in the Region in ХХ and 
in the beginning of our centuries. The new global energy trends 
left MAC with no former value. But Kazakhstan secured its 
significance for the blue fuel delivery to the gas market of Eurasia.
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1305 km of a linear portion of gas pipeline have been 
installed over 14 months of construction operation, also 6 
chambers for gas cleaning units were installed, 38 block valve 
stations were installed, 2 Syrdaria river crossings were arranged, 
132 road and railway crossovers were arranged, 374 K. m3 of 
drilling and blasting operation ran in the rocky ground. 5 thousand 
specialists were engaged in the project including highly-qualified 
personnel from Kazakhstan, India, Germany, Great Britain, 
Ukraine, Russia and other countries. Also 3 thousand vehicles 
and mechanisms around 9,5 million man /hours and around 5 
million vehicle /hour worked out, 800 K tons of cargo removed, 
1140 units of hardware mounted at the amount $320 million. 
The two companies "NGSC "KazStroyService" (KSS) and СРР-
Kazakhstan were contracted out to perform the full amount of the 
construction-assembly work.

In August 2009 the world speed pipes welding record was 
made in the South Kazakhstan Region within the laying pipes of 
the string. They welded during the shift 242 pipes, also in one 
day 3040 meters of pipes were installed. Engineering challenges 
were addressed during construction, one of which was the change 
in a route of gas pipeline to surpass lands bearing cultural and 
historical sites. All works were done in line with the international 
standards under the control of the respective auditors.

Here is just one evidence of a complicity and the quality 
of operations: capacity of Transasian gas pipeline were rated vs. 
tubing pressure of 9,81 МPа (100 atm!) for the first time in the 
gas transport system of Kazakhstan.

PARAMETERS OF KAZAKHSTAN – CHINA GAS 
PIPELINE AT THE FIRST STAGE::

• Pipe capacity - 30 billion m3,
• Diameter - 1067 mm, 
• Working pressure – 9,81 МPа,
• The length – 1305 km,
• Project service lifetime – 30 years.

The first string is commissioned on the 12th of December 
2009. At the opening ceremony there are representatives of 
"KazMunayGas", CNPC, "Asian Gas Pipeline", KSS – general 
contractor. On this occasion there is a teleconference with 
the capital of the state with the participation of the President 
Nursultan Nazarbayev and the Chairman of PR China Hu Jintao, 
Director General of "NC "KazMunayGas" Timur Kulibayev, 
The Chairman of the Board of "NC "KazMunayGas" Kairgeldy 
Kabyldin, President of CNPC Tsyan Tszemin and other officials.

All these protocol attributes demonstrate the giant 
significance of the new gas pipeline. It opens a new market. Since 
that time Kazakhstan appears to have a new technical opportunities 
to diversify gas exports and in terms of significance it is the 
same historical event for the industry and for the country as the 
beginning of sales of local blue fuel to European markets, which 
in 2002 mentioned Timur Kulibayev. The established gas corridor 
to China is the factor to strengthen the status of Kazakhstan in all 
energy projects: from gas exports to development of giant HC on- 
and off-shore fields. Cumulative effect in oil and gas industry of 
Kazakhstan now keeps growing due to Transasian gas pipeline.

The more so especially as pipe capacity, and pumped 
volumes of Kazakhstan-China gas pipeline continuously increase. 

PARAMETERS OF KAZAKHSTAN – CHINA GAS 
PIPELINE IN THE SECOND PHASE:

• Pipe capacity – 25 billion m3,
• Diameter - 1219 mm, 
• Working pressure – 9,81 МPа,
• Length – 1304 km.

capacity – 25 billion m3 /y. Balance value of the linear portion 
of the string "С" has made 440 billion tenge, and the value of 
two commissioned compressor stations - 36 billion tenge and 34 
billion tenge respectively.

In September 2013 it was a start of the construction of 
a new line, and in July 2015 it is put on operation. Beimbet 
Shayakhmetov, General Director of "Asian Gas Pipeline" Limited 
highlighted the unparalleled for Central Asia nature of the gas 
transportation project: "It is the fact that within the framework 
of one company we have been simultaneously addressing two 
challenges: the first — assurance of the uninterrupted operation 
of the gas line working strings, the second — having involved the 
most advanced technologies and the best specialists constructed 
the third string". By now there have been 9 compressor stations 
constructed and 30 compressor units installed.

Its development is split to several phases, and the completion of 
every next phase allows pipe capacity expanding in line with 
the project volumes of the delivered gas. At the first phase the 
construction of "А" string which accounts for the pumping of 
3-4,5 billion m3 /y is completed. Within the Second phase - "В" 
string has to be commissioned due to which the total transfer 
capacity of the gas line reaches 7 billion m3. 

At the Third phase it is planned that new compressor station 
КС-4 with capacity to 10 billion m3 /y is put in operation. At the 
Fourth phase after the switching of compressor stations КS-1, 
КS-7 the performance will reach 17 billion m3. And the last – 
Fifth phase will have КS-2 and КS-6 connected, following this 
gas line capacity will make 30 billion m3 of gas yearly (without 
considering RK domestic demand). 

The pipelining of the second string "В" is over in October 
2010. And by the end of 2011 the total throughput capacity of both 
strings is brought up to the project level of 30 billion m3. Mien 
Fin Chun, Vice-President of Trans-Asia GasPipeline Company 
Limited is sure that it is an impressive though still interim result: 
"Transmission of 30 billion m3 of gas yearly by two first strings of 
Transasian gas line accounts for tentatively 30 % of the whole gas 
import of China. Whereby the increase of the volumes imported 
from Central Asia still has prospects". 

In September 2011 the participants of the project sign 
Agreement about partnership to construct string "С". It is 
rated for the same pressure as strings "А" and "В", but the 
pipe having the larger diameter provides for bigger throughput 



Beineu – Bozoi – Shymkent 

New gas pipeline Kazakhstan – China gives surge to a 
new wave of the development of gas-transmission system of the 
Republic. The main idea of this plan assumes the interconnection 
of the northern and southern gas lines of RK in the same way as it 
was done earlier with oil pipelines. Establishment of the integrated 
gas system allows to not only keeping control over the flows of 
the blue fuel. Uniting of Western and Southern Kazakhstan by 
means of the cross-country gas line will completely eliminate the 
problem of energy shortage in the South of the country, deliver 
fuel to new consumers and provide technical opportunities for the 
export of gas from Kazakhstan to China.

By this roadmap with a view to have it engaged in the 
project development and Beineu – Bosoi - Shymkent main gas 
line construction "Gas Pipeline "Beineu-Shymkent" LLP was 
founded in December 2010 in equal shares by "KazTransGas" JSC 
and Trans-Asia GasPipeline Company Ltd. The authorized capital 
of the company formed of the equal contributions of the founders 
made $1 billion, when the Kazakhstan part of the authorized 
capital taking into consideration 
the significance of the project has 
been maintained by the republican 
budget. The participation of 
the Chinese company in the 
project is stipulated by the earlier 
mentioned Agreement between 
the Governments of Kazakhstan 
and China about cooperation in 
the construction and operation of 
Kazakhstan-China gas pipeline 
of 2007 with the account of the 
alterations made in 2009. This 
project based on the Decree of 
RK Government was included in 
the list of the strategic investment 
projects, and also laid down upon 
the Map of the Industrialization of 
Kazakhstan in years 2010-2014.

As shortly as on the 21st of 
December 2010 in the course of the 
teleconference with the Regions of 
Kazakhstan the President Nursultan 
Nazarbayev gives start to the 
construction. Serik Sultangali, General Director of "KazTransGas" 
JSC in 2010, makes a note of strategic and also social nature of 
the new gas pipeline: "This project goal is to refocus our gas 
transmission system to the transit of Turkmen and Uzbek gas. 
After getting independence Kazakhstan encountered problems 
with gas supply. Therefore the Leader of the State had come to a 
decision about construction of this unique gas pipeline. It is able 
of delivering gas to hundreds of settlements located en-route this 
mane gas line. It is of great help to the people". 

The length of Beineu – Bozoi-Shymkent gas line main is 
1475 km, and two compressor stations will be set up at its linear 
portion in Bozoi and Karaozek. The rout of gas line runs through 
Mangistau, Aktobe, Kyzylorda and Southern Kazakhstan Regions, 
i.e. evidently it does integrate so different in terms of energy parts 
of the country to a single whole. To supply gas to Zhambyl and 
Almaty provinces the new gas line is connected to the existing 
Bukhara gas bearing Region – Tashkent – Bishkek - Almaty.

The pipelining is carried out in two phases. During the 
first phase the linear portion of the section Bozoi – Shymkent 
1164 km long is constructed and compressor station is set nearby 
Bozoi settlement in Aktobe Region. During the second phase 
the linear part of the section Beineu – Bozoi (311th kilometer) 
and compressor station in Karaozek place in Kyzylorda Region 
are completed.

 It is assumed that in the framework of "Beineu –Bozoi – 
Shymkent" project 26 branch-lines to deliver gas to the en-route 
populated places will be arranged. Project realization will enable 

gasification of 284 settlements in Southern Kazakhstan which 
population makes 1 million 200 thousand people. Project is 
financed from the authorized capital and by loans of $3 billion. 
In particular, from the loan received in December 2012 from the 
Bank of Development of China in the amount $1,8 billion for the 
term of 15 years. For about 3800 people were employed under the 
project, 90 % of that were Kazakhstan’s specialists.

GAS PIPELINE
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Main Gas Pipeline of the Republic of Kazakhstan 

 Received from: the Cabinet of Ministers RK

In September 2013 there was a ceremony devoted to the 
filling of the pipeline with gas at the section Bozoi - Shymkent. 
The importance of this event for the states-participants of the 
project was highlighted by the fact that in the teleconference 
mode the President of Kazakhstan Nursultan Nazarbayev and the 
Chairman of PR China Xi Jinping were on line. And in November 
2015 section Beineu – Bozoi was put on operation as well.

Beineu – Bozoi – Symkent gas line is equipped with 
latest technological hardware and continues its development. In 
particular in April 2017 gas-compressor unit was started up at 
Bozoi compressor station. "Bozoi" is one of the most sophisticated 
compressor stations in Eurasia, the singularity of which is in its 
ability to let gas in at a time from two main gas lines having 
different diameters: Bukhara-Ural and Middle Asia – Center gas 
line mains. Such technical capabilities are due to its completeness 
with the modern gas pimping units and up-to-date "back-to-back" 
compressors, manufactured by special order never used in the 
world before. The commissioning of "Bozoi" compressor station 
allowed to address few specific tasks in one time - it is the increase 
in transportation to 6 billion m3 gas/y, improvement of gas Beineu 
– Bozoi – Shymkent gas line performance, sustain uninterrupted 
delivery of gas to the South of the state. Following the planned 
startup of "Karaozek" compressor station pipe capacity will 

increase to 10 billion m3 /y. It is not without reason that Beineu 
– Bozoi – Shymkent is the largest in-country gas transmitting 
project throughout the history of the independent Kazakhstan. 

Bakhtykozha Izmukhambetov, Minister of Energy and 
Mineral Resources of RK in 2003-2006 concludes: "In early 2000s 
I was one of those who initiated construction of Beineu-Bozoi-
Shymkent gas pipeline. Southern Region of Kazakhstan with a 
population of 25-30 % of the total country people count were 
receiving gas from Uzbekistan and it was not sufficient supply. 
It was 2003 when I being appointed the 1st Deputy Minister 
of Energy and Mineral Resources came up to the Head of the 
State with the idea of a construction of this gas pipeline. There 
were both supporters and opponents who thought that it was not 
economical either grounded. But I was sure that the project should 
have had a multiplicative effect with the resolution of social and 
ecologic issues. So now gas pipeline is constructed, due to it the 
Southern Region’s center and a periphery are supplied with gas 
and this process is progressing"…



CASPIAN SYSTEM OF OIL 
TRANSPORTATION IN KAZAKHSTAN

The Agreement ensures Kazakhstan oil transportation along 
all the routes available across Azerbaijan, but determines Baku 
– Tbilisi – Jeikhan (BTJ) oil line running to Mediterranean sea 
as having the first priority. Its technical throughput capacity is 50 
million tons/y, and a surplus of shipment capacity sustains the 
permanent high demand for additional volumes of load.

So that KCST was constructed, it requires from the 
technological point of view the construction of Eskene – Kuryk 
line to be of the efficiency at 25 million tons/y to transport from 
the off-shore giant Kashagan field. The pipeline will make to the 
future Kuryk terminal with the capacity of 10 million tons/y to 
thereafter be enhanced for the purpose of oil reloading from the 
pipeline to tankers. For oil transportation needs over Caspian 

sea it is planned to build the fleet of tankers of 60 thousand tons 
load carrying capacity and also loading terminal and facilities to 
connect with BТJ oil pipeline.

Facilities of the first stat-up complex of the new port 
were commissioned on the 6th of December 2016. "Kuryk is 
our way to destination Caucasus and Europe. This our long-
waited project, extremely important for the development",- the 
President Nursultan Nazarbayev said in the course of the National 
teleconference. 

It is planned that in addition to the ferryboats infrastructure 
6 oil storage tanks to be of 10000 m3 volume each will be built 
too, for the purpose of oil accumulation and storing it till the 
time of the loading to tankers. The availability of six vessels will 

During the past decade Kazakhstan paved the foundation for the development of one more new 
route for oil exports. On the 16th of July 2006 Presidents of RK and AR Nursultan Nazarbayev 
and Ilkham Aliyev signed Agreement about support and cooperation in Kazakhstan oil 
transportation to international markets through Caspian sea and Azerbaijan. This document 
assumes establishment of Kazakhstan Caspian oil transportation system (KCST) and gradual 
increase of the volume of transported oil. At its peak point it can make 37 million tons/y.
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Nursultan Nazarbayev,
the President of the Republic of Kazakhstan 

ensure the separate storage of production depending on its grade 
and ownership, will make possible repairs maintenance operation 
at each of vessels individually, to sustain the discontinuity of the 
operations in general. 

With the increase of oil loading volumes the number of oil 
tanks may be added with the new ones depending on the need. 
Sea-based platform of the oil loading terminal is supposed to 
load two tankers at a time. Also by means of the platform tankers 
will be refilling with the fuel and discharge ballast water to the 
on-shore tanks. 

Realization of КCSТ project is associated with the increase 
of the rate of oil production in Kazakhstan. Therefore it is 
logical that in line with the increase of production in 2017 the 
Republic has resumed the pumping of crude by BТJ pipeline, 
whereas "KazTransOil" JSC has gone down to the expansion of 
oil transporting by the railway across Azerbaijan for the purpose of 
loading its at Batumi-based oil terminal. It goes without saying that 
the quick pace of oil production growth in RK will be requiring 
the timely construction of new facilities within the framework of 
Kazakhstan Caspian transportation system.
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Sauat Mynbayev, 
Chairman of the Board of NC "KazMunayGas" JSC

"Nowadays, the National Company "KazMunayGas" - 
it is several generations of professional oilmen and leading 
experts from all over the world, with the same values, 
working together for the good of our country."



Chapter IV

The Downstream sector and the production of deep conversion products is an 
important and rapidly developing part of the hydrocarbon industry of Kazakhstan. 
The dynamics in this sphere is very indicative of the powerful processes that cover 
the scale from the state oil policy to the actions and priorities of the ordinary 
citizens of the Republic.

FUEL INDUSTRY 
AND DEEP 
CONVERSION 
OF RAW 
MATERIALS 

The larger "KAZMUNAYGAS" – 
the more of fuel

The modern history of Kazakhstan’s downstream is 
characterized by the fact that the overall oil and economic 
recovery, which filled the RK after the transition from the 
former administrative economic system to the market one, 
brings real results. Residents of the Republic of Kazakhstan 
live better, buy more cars, change them for new brands that 
work on more modern motor fuel, require other oil and other 
high-quality petroleum products. The state expands the net 
of flight connections and the improved agriculture also foster 
consumption of the additional fuel. 

Implementation of the higher ecologic standards supports 
the need in technologically new lubricants. Demand for good 
petroleum, oil, lubricants is rising in line with the prices, so it 
is in the interests of the state that the national control should be 
established over the bonus-bearing and at the same time social 

segment of oil-gas complex. The more especially as the highly 
competitive Russian petrol market is neghboring Kazakhstan, 
which suppliers not only replenish local shortage but also strongly 
influence the price and profitability of Kazakhstan business...

Strengthening of domestic activity in the downstream sector 
begins from the expansion of the presence of a state in the joint-
stock capital of the refineries. As a result of this process another 
trend takes effect – throughput gets higher and the output expands. 
In 1999, "Kazakhoil" National company at that time returns to the 
Republic control over the first in the country Atyrau refinery, the 
volume of the refined black gold in RK at that time is 6 million 
tons/y. In 2016 current National company "KazMunayGas" due to 
the acquiring of Shymkent and Pavlodar oil refinery plants brings 
this number up to 14,4 million tons, i.e. almost twice. 
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In this period also the share of the national sector in the 
refinery operations expands from about 30 % to 82 % of the 
total volume for the whole Republic. NC "KazMunayGas" 
obtains the major and major minority shareholdings of the 
stocks of Pavlodar petrochemical plant, "PetroKazakhstan 
Oil Products", oil products retail assets. (refer to Main oil 

processing plants of RK). Nowadays the mentioned enterprises, 
shares and businesses are concentrated in the subdivision of 
"KazMunayGas - Refining and Marketing" JSC, which mission 
involves the production of the high-quality oil products and 
thereof sales via the branching dealer retail network. 

Main oil processing plants of the Republic of Kazakhstan 

Atyrau Pavlodar Shymkent
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Project capacity, million t/y

4,6
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Processing, K t – 1997 y
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Processing, K t – 2016 y
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Project capacity, million t/y
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Share of "KazMunayGas"

100 %

Processing, K t – 1997 y
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Project capacity, million t/y

6,0

Start up date

1984
Share of "KazMunayGas"

49,72 %

Processing, K t) – 1997 y

3475

Processing, K t – 2016 y

4501

The growth in the production of petroleum products in the 
country directly depends on the increase in the domestic share 
in the downstream, because the NC "KazMunayGas" actually 
took upon itself the provision of fuel security of Kazakhstan. It 
expands the production, moves forward and backs up projects 
of modernization of the oil processing facilities. In line with 
State priorities, "KazMunayGas" for a long time sales at a flat 
rate the in-short-supply oil products to the farmers and other 
privileged consumers. 

However, it needs to admit, that such actions albeit that for 
the time being have been of help for the State and consumers, 
prove to be an economic burden on "KasMunaiGas". Against 
the global background of the oil price volatility, the adjustment 

of controlled and commercial prices in the RK oil-products 
market is seen necessary. Should we not refuse from the artificial 
underpricing, then current billion investments to the modernization 
in the oil processing sector will not be possible to return in future, 
and sacrifice fuel sales will make "KazMunayGas" transformed to 
a low-profit company. As an aftermath of that would be a major 
setback on the oil revenues of the country, social spendings, and 
the welfare of the majority of Kazakhstan citizens



GO MODERNIZATION WITH 
no shut down 

Tough economic constraints for the investments to the 
downstream sector in the meantime do not become an obstacle 
on the way of technological modernization and construction of the 
new refinery facilities with oil processing plants of Kazakhstan. 
The already made upgrade and the commissioning of some 
modern plant’s units and equipment as well made for the better 

quality and higher value of a considerable part of the yield. Over 
the last five years the plants of "KazMunayGas" increased the 
yield of petrol, primarily of the high-octane ones: 95/96/98 RON, 
and also diesel fuel, the total share of the light oils has generally 
considerably increased. 

Branch of industry 2011 2012 2013 2014 2015
Crude processing 11 423 040 11 837 369 11 868 042 12 378 398 11 924 829

Gross output 10 474 202 10 894 294 10 952 395 11 411 477 10 983 426

Motor gasolines 2 266 175 2 360 694 2 141 334 2 436 140 2 347 556

95/96/98 RON 143 404 57 518 101 661 89 120 112 068

92 RON 1 335 256 1 548 162 1 356 489 1 623 009 1 795 929

80 RON 787 516 755 015 683 185 724 012 439 559

Diesel fuel 3 424 298 3 399 853 3 382 200 3 525 883 3 260 851

Jet fuel ТS-1 279 372 293 409 287 013 286 666 158 247

Furnace oil 90 510 143 348 124 395 165 967 160 336

Mazut 2 949 294 2 804 314 2 758 895 2 685 159 2 916 235

Vacuum gasoil 729 246 1 128 739 1 465 768 1 412 116 1 275 254

Coke 210 620 221 565 241 558 289 112 237 399

Condensed gas 327 358 331 396 308 675 338 985 348 964

Benzene   

Paraxilol   

Sulfur 24 238 24 712 24 037 27 868 32 537

Bitumen 170 920 186 265 218 523 243 581 246 049

Share of high-octane gasoline 65,25% 68,02% 68,10% 70,28% 81,28%

Motor gasolines 19,84% 19,94% 18,04% 19,68% 19,69%

95/96/98 RON 1,26% 0,49% 0,86% 0,72% 0,94%

92 RON 11,69% 13,08% 11,43% 13,11% 15,06%

80 RON 6,89% 6,38% 5,76% 5,85% 3,69%

Diesel fuel 29,98% 28,72% 28,50% 28,48% 27,35%

Jet fuel ТS-1 2,45% 2,48% 2,42% 2,32% 1,33%

Furnace oil 0,79% 1,21% 1,05% 1,34% 1,34%

Mazut 25,82% 23,69% 23,25% 21,69% 24,46%

Vacuum gasoil 6,38% 9,54% 12,35% 11,41% 10,69%

Coke 1,84% 1,87% 2,04% 2,34% 1,99%

Condensed gas 2,87% 2,80% 2,60% 2,74% 2,93%

Benzene 0,00% 0,00% 0,00% 0,00% 0,00%

Paraxilol 0,00% 0,00% 0,00% 0,00% 0,00%

Sulfur 0,21% 0,21% 0,20% 0,23% 0,27%

Bitumen 1,50% 1,57% 1,84% 1,97% 2,06%
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The reach of technological highs in some part is a result 
of the earlier stage modernization of the local downstream 
sector, but to a far greater degree this is the implementation of 
plans initiated by the Government and "KazMunayGas". The 
fundamental substantiation of the necessity of the upgrade of 
Kazakhstan oil processing plants has been a part of the message 
the RK President addressed to the people as of the 1st of March 
2006 "The Kazakhstan entering strategy into the most competitive 
50 world countries." and also "Transition Concept of the Republic 
of Kazakhstan for SD (2007-2024)". As a follow-up to the 
President’s instruction the Government adopted on the 14th of 
May 2009 "Integrated Plan of the development of oil processing 
plants of the Republic of Kazakhstan in years 2009-2015". 

Sauat Mynbayev in 2009 Minister of Energy and 
Mineral resources, states the implications of the mentioned 
Plan development: "The high vehicle-to-population ratio was 
reported to Kazakhstan and correspondingly the consumption 
of oil products was going high too. At the same time the fuel 
quality ecologic requirements were becoming stronger, and there 
was a necessity in the full satisfaction of the demand for basic 
oil products in the domestic market. Per se, it was about the 
development of new oil refineries in the meantime the operations 
of the existing plants should not have been discontinued".

As far as the projects being a part of the Plan were evolving, 
the Government reviewed and assessed the required actions 
against the latest global industrial and economic processes. This 
was embodied in the "2015-2019 State Program of industrial – 
innovative development of the Republic of Kazakhstan", endorsed 
by Presidential Decree in August 2014, and also "Republican 
map of industrialization in the years 2015-2019", adopted by the 
Decree of the Government in December 2014. 

Besides, "Gasoline, diesel and mazut safety requirements" 
were developed and adopted. Following it in Kazakhstan 
such ecological norms as Euro-2, Euro-3, Euro-4 and Euro-
5 were introduced for production of gasoline and diesel for 
the vehicles and other hardware. The introduction of the 
Euro standard put a limit to the import and manufacturing in 
Kazakhstan of the vehicles that did not match the set standards, 
also the higher quality of fuel was ensured. In its turn this 
provided conditions for a replacement of older vehicles and 
allowed to solve ecologic problems (particularly in big cities) 
and upgrade road traffic safety…

Over the last five years the plants 
of "KazMunayGas" increased the yield of petrol, 
primarily of the high-octane ones: 95/96/98 RON, 
and also diesel fuel, the total share of the light oils 
has generally considerably increased. 



How to 
retain 

with 
KAZAKHSTAN

$ billion

As it is known, the first wave of the global 
financial crisis flushed over the world in 
2008, it was right before the adoption of 
the Integrated Plan of the development of 
refineries. Then its implementation was 

impacted by the emerging commercial and industrial problems 
in the global petroleum industry The black gold in the years 2014-
2015 was falling in price so it came up necessary to enlarge oil 
exports to the international markets so that to retain oil export 
earnings at the required by Kazakhstan level. Modernization in 
the downstream sector of Kazakhstan at that time was constrained 
by low oil price and reduced investments from the shareholders at 
the republican oil refineries such as "KazMunayGas", the Chinese 
corporation CNPC in the context of Shymkent oil refinery.

But still according with today’s plan due to modernization 
oil refineries will be producing fuel of class K4 and K5 (Euro-4 
and Euro-5) in line with Technical regulations of the Customs 
Union and considerably reducing air emissions. As a result of the 
full refurbishment of oil refineries the total project throughput 
capacity of three main plants of Kazakhstan will increase from 
15,3 to 16,5 million tons of oil per year, considerably enlarged 
will be production of light oil products, they will be fully up to 
Euro standards. (refer to: "Parameters of main oil processing 
plants of Kazakhstan before and after modernization"). In 
addition, Kazakhstan will also enhance its stand of an exporter of 
petrochemical production.

Processing capacity,
By products

Actual values of 2015 After modernization Change in volume

Oil processing in total 14 171 16 500 +2 329

Gasoline 2 841 5 204 + 2 363

Inclusive of:    

80 RON 607 0 -607

92 RON 2 234 5 204 +2 970

Jet fuel 285 827 +542

Diesel fuel 3 857 4 910 +1 053

Mazut 3 360 1 837 -1 523

In total these processes aim at the saturation of the local 
market with domestic petrochemicals (refer to "The forecast 
of petrochemicals consumption for RK") and as a follow up to 

this ensure fuel independence and safety for a long term to the 
Republic and more of the incomes to local oil refinery plants.

Motor fuel 2014* 2015* 2016* 2017 2018 2019 2020 2021 2022 2023 2024 2025

Gasolines 4229 4286 4130 4150 4200 4250 4300 4300 4350 4400 4400 4400

Diesel fuel 4902 4380 4814 4650 4700 4700 4700 4700 4800 4800 4800 4800

Jet fuel 562 553 509 500 550 550 600 618 636 656 675 695
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*Actual production

Parameters of main oil processing plants of Kazakhstan before and 
after modernization, thousand tons 

The forecast of petrochemicals consumption for the Republic of Kazakhstan, 
thousand tons a year 
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At the end of the last decade the consumers in Kazakhstan 
used to spend $1 billion for the purchase of the imported oil and 
lubricants, where the share of the imported petrol exceeded 45 
% in the total mass of this motor fuel. Due to realization of the 
Integrated Plan and the launched new facilities the import share 
in Kazakhstan market by the mid of 2017 decreased to 30 %, and 
the bigger share of the "import billion" has been staying in the 
Republic. 

At the same time the quality of petrochemicals improves: 
in the 1 Q of 2017 the volume of produced gasoline increased by 
20% vs. volumes of 2016. Investors for the second year in a row 
increase their investments in the processing sector of OGC. In 
the first quarter of 2017 the size of capital investments to refinery 
facilities modernization grew up to 92,4 billion tenge as compared 
with the same period of 2016, wherein it made 73,9 billion tenge. 
As for the same period of 2015 at that time investments had 
eightfold exceeded the level of 1Q of 2014. 

This growth in capital investment reflects the conceptual 
investment policy of Kazakhstan. One of its key points is that 

investments in oil refining are growing at a faster rate than the 
general investments in the manufacturing industry of the Republic 
of Kazakhstan. The share of investments in the capital assets of 
the refinery over the past five years has increased from 6.7% to 
59.5% of the total investment in processing enterprises. 

And also the investment strategy has changed in the 
downstream. Shareholders of Kazakhstan oil refineries maintain 
the most of their funding of modernization by means of borrowing. 
Starting from 2016, the share of own investments to processing 
capacity enhancement grew up to 25,5 billion tenge to reach 22%. 
Thereat, the size of bank and other loans increased in a great 
measure: by 5,5 times - from 9,3 billion to 51,3 billion tenge. In 
today’s economic realty money rapidly lose their value whereas in 
contrast, production facilities ensure the income and contribution 
to GDP over the decades. It is clear that attraction and utilization 
of loans work for the faster progressing of modernization and 
allow to sooner get the most out of modernization.

GENERAL OBJECTIVES OF OIL PROCESSING SECTOR OF KAZAKHSTAN:

• Increasing of crude conversion depth to worldwide level, 
• putting in place heavy crude refining processes,
• more extensive natural gas conversion process,
• modernization of the facilities,
• engagement of state-of-the-art technologies to meet environmental requirements,
• ensuring the market of high-quality competitive chemical and petrochemical products 
  of deep conversion. 



Year AOR PNHZ PKOP Total*

1991 4 593,2 7 160,0 6 295,77 18 048,97

1992 4 416,2 6 445,0 6 048,17 16 909,37

1993 4 677,7 5 179,0 4 961,79 14 818,49

1994 4 804,3 3 290,0 3 719,21 11 813,51

1995 4 261,8 3 005,0 3 609,30 10 876,1

1996 4 450,9 2 936,0 3 743,70 11 130,6

1997 4 129,0 1 609,0 3 475,58 9 213,58

1998 2 712,2 2 193,0 3 654,44 8 559,64

1999 1 891,9 703,0 3 382,70 5 977,6

2000 2 200,0 1 183,0 3 050,42 6 433,42

2001 2 197,3 2 090,0 3 392,62 7 679,92

2002 2 281,5 1 988,0 3 497,04 7 766,54

2003 2 321,1 2 509,0 3 946,36 8 776,46

2004 2 912,1 2 995,0 3 508,84 9 415,94

2005 3 513,8 3 720,0 3 933,20 11 167,0

2006 3 746,3 3 897,0 4 035,40 11 678,7

2007 3 701,0 4 276,0 4 060,34 12 037,34

2008 3 924,5 4 056,0 4 308,19 12 288,69

2009 4 004,0 4 124,0 4 007,18 12 135,18

2010 4 300,1 4 800,0 4 583,16 13 683,26

2011 4 471,5 4 649,0 4 604,93 13 725,43

2012 4 422,8 5 037,0 4 754,23 14 214,03

2013 4 429,5 5 010,0 4 851,01 14 290,51

2014 4 920,0 4 926,0 5 065,23 14 911,23

2015 4 867, 7 4 810,0 4 493,31 14 171,01

2016 4 760 4 589 4 501 13 850,00

Total 98 910 97 179 109 483 305 572,00

The management of the fuel sector of OGC Kazakhstan 
plans that, with the completion of modernization of oil refineries, 
it will be able to expand the export of petroleum products to 
Central Asian countries, to China, Mongolia and Russia. Thus, the 
role of Kazakhstan in the Regional market of fuels and lubricants 
will radically change, and the country from the importer will 
become their exporter. 

The set goals are realistic, because oil refinery sector of the 
petroleum industry of Kazakhstan has made a giant way of the 
corporate and industrial modernization. Since the beginning of the 
Republic of Kazakhstan Independence, downstream Kazakhstan 
has processed over 300 million tons of oil, which is comparable to 
the entire volume of reserves of the whole oil state of our world. 

to EXPORT 
From IMPORT
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Oil processing in the Republic of Kazakstan in the years 1991-2016, thousand. tons



TURBULENT BEGINNING 
of a success story

However the beginning of this successful story was 
not so easy. Oil processing sector found itself in 
the environment the most complicated compared 
to all other parts of the petroleum industry of 
Kazakhstan. Where at the first stage the main 

problems referred not to the technical state of the facilities but 
to crude supply.

By the time of the collapse of the USSR the oil processing 
sector of RK constituted the technically developed cluster having 
capacities at first glance sufficient to completely satisfy the need 
of the country in petrochemicals. Thus the newest in the USSR 
of that time was Shymkent oil refinery launched in 1985. The 
first facilities of Pavlodar refinery were commissioned in 1978– 
LK-6U, complex КТ-1– in 1982, the coke unit – in 198. In 1990 
the first refinery coke calcinations unit was started up at Atyrau oil 
refinery, began to produce the consumer goods: from shampoos 
to antifreeze "Tossol-А-50M". 

But, as you know, oil for Pavlodar petrochemical plant 
comes from Western Siberia, for Shymkent by then also 
from Russian fields. By the vertical chain the refineries came 
under the command of "Soyuznefteorgsyntez" being a part 
of the Ministry of oil and gas industry of the USSR. In the 
pre-independence time not a single Kazakh was holding the 
post of the Director of oil refinery. All these points will then 
demonstrate their potential risks. 

Devastation of the USSR breaks the established 
technological pattern by which Kazakhstan oil refineries had 
scheduled for loading with crude. Former trade channels appear 
to be ruined simply there are no oil tanks to be enough for the 
production shipment. Shymkent oil refinery projected to process 
heavy western-siberian oil encounters big difficulties within 
production of diesel and kerosene out of the alternative crude 
which is light and high-wax crude from Kumkol field. The 
situation at Pavlodar oil refinery is even worse – in 1992 it is 
short of 1 million tons oil, in August 1993 the plant for the first 
time in its history ceases operations for lack of crude.

In that period Atyrau oil refinery was to a certain extent 
stable. This stability was secured by the oil supplied from 
Kazakhstan’s fields. Due to this the refinery was fully loaded 
therefore could concentrate on the adoption of market principles, 
in particular, establishment of the direct contractual relationships. 
It was in 1992 that the refinery made more than 300 agreements 

under which there 460 K tons of petrochemicals were shipped. 
Meanwhile 7% of this volume were sold out with a view to pay 
out salaries to the employees, purchase food and consumer goods. 
It was not infrequently that oil refinery would conclude contracts 
for oil processing on give-and-take basis. 

Economic problems of the early 1990s impact oil processing 
sector causing it to fall into a sullen despair – output and sales 
drop down, staff goes downsizing, wage arrears are increasing. 
For all that even in that difficult years oil refineries make all their 
best to run modernization to be able to meet competition. It was in 
1992 when Atyrau oil refinery for the first time processed Tengiz 
oil – crude of the new type with big content of light fractions and 
at the same time having a big share of methyl-ethylmercaptans 
which require thorough preparation and solutions in terms of both 
technology and environmental issues. The depth of conversion of 
this batch of oil reaches 65%. At another Pavlodar oil refinery they 
make an upgrade of primary crude oil processing plant LK-6U 
and КТ-1 reside conversion unit and build 4 new diesel fuel tanks. 
For the first time Kazakhstan downstream launches production 
of winter diesel fuel with a freezing temperature minus 30ºС, 
ecologically clean gasoline А-7RON and 91RON, export version 
of 80RON…

Soon after the corporate modernization of oil procession 
plants begins. In February 1993 Atyrau oil refinery transforms into 
a joint-stock company the first among the downstream enterprises 
and at least there some reasons for a hope appear: they lay down 
the project of refinery refurbishment priced at $1,2 billion. In 1994 
Shymkent and Pavlodar refineries turn to a joint-stock form of the 
ownership as well, and following this the operation of catalytic 
reforming runs optimization at these plants. 

But the change in the form of ownership cannot 
automatically provide for modernization of Kazakhstan oil 
refineries as soon as the owners do not possess of the enough 
capital or creditor confidence necessary for the obtaining of the 
required loans. The state holds no more than 50 % shares at either 
oil refineries’ stock, given which is not authorized to change 
situation to the better. In order to make it happen the national 
share at this business should be increased. 

Among the eight post-Soviet states possessing of oil refinery capacities 
Kazakhstan was the 5th after Russia, Ukraine, Belorussia and Azerbaijan. 
The most of these states either lost or strongly reduced their petroleum 
industries. Whereas Kazakhstan during the years of independence has risen 
to the top three in terms of production of petroleum products!
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the "ENGINE" of modernization 
NATIONALIZATION – 

ATYRAU OIL REFINERY 

The large-scale changes to the better in the downstream 
sector of Kazakhstan petroleum industry begins with a buying 
of a share at Atyrau refinery by the National Oil Company 
"Kazakhoil " established as it is known in 1997. NOC grows up 
the national share at Atyrau refinery to 86,7 % from 41%. This 
"nationalization" proved to be extremely rewarding in terms of 
the output. If in the first half of 1999, Atyrau refinery processed 
700 thousand tons of oil, then in the second - 1150 thousand 
tons. Refinery managed now to pay out the debts on wages, pay 
partially taxes, and run regular maintenance of the equipment. The 
depth of conversion increased from 55,37 to 58,67 %. 

The positive changes that have taken place in the state of 
Atyrau refinery are more than it seems. The transition of the 
control to the National company means that now it determines the 
strategy of the refinery development and empowered to use a lots 
of opportunities of the Group. The corporate course of company 
brought in detail in the Chapter "The national "champions": 
contribution to success" involves active actions to improve 
operations and the condition of its assets. The further policy of 
Kazakhoil, and, in fact, NC "KazMunayGas" in the oil refining 
sector will ensure a consistent increase in its volumes. At the same 

time, an increase in the scale of production of petroleum products 
will follow the expansion of the share of national participation, 
and the domestic VIC itself will initiate all new projects for 
technical and corporate modernization of the downstream sector. 

In a year after the establishing of NC "Kazakhoil", RK 
Government and Japanese corporation Marubeni sign in 1998 
the Memorandum about cooperation. In June 1999 the partner 
makes a presentation of the feasibility study on the project of 
Atyrau refinery renovation, and in December of the same year the 
Government approves the feasibility study by a special resolution. 
But implementation of this project appears to be hindered by the 
global crisis and the drop in oil price of 1998. Following this 
events for the few next years the world petroleum industry is 
recovering. In the meantime the general corporate modernization 
to cover administrative, finance, operational activity has been 
running in the petroleum sector. As a follow up to the solution 
of conceptual in terms of Group development issues, NC 
"KazMunayGas" obtains more resources than previously in the 
areas of staffing, investment, political resources, and now is able 
to start on the full renovation of Atyrau refinery in March 2003 . 



How did "PREMIUM" 
and "SUPER" show themselves 
to KAZAKHSTAN citizens

The first phase of full-scale renovation of Atyrau 
refinery will be lasting until 2006. This part of the 
project will be based on the subcontractor’s identity, 
named "the Japanese modernization". The main path 
at this period is taken on the improvement of products 

quality by means of a decrease of sulphur, nitrogenous and other 
harmful matters in different types of petrol. Also It was planned to 
utilize a technology of hydrodesulfurization with the processing 
of isolated sulfur up to a commercial grade. 

With a view to hit the intended targets new refinery 
processing units such as petrol hydro treating and isomerization, 
diesel fuel hydro treating and dewaxing, treating and hydrogen 
generation, sulphur recovery with the block for crystallization 
were installed, various operational equipment was upgraded. 
In 2006 the biological wastewater treatment facility was put 
in operation. Disposal facilities of the plant were renovated, 
dark oil products rack was refurbished, new flaring system 
was built. Volumes and production rate of socially significant 
petrochemicals such as high-octane petrol, environment 
friendly: Summer Diesel Fuel, Winter Diesel Fuel and З-0,2 
having temperature of freezing minus 350 С were increased: The 
output of jet fuel was increased through the supply of additional 
volumes of mixed aviation kerosene. 

From the beginning of Atyrau refinery renovation there have 
been 4 foreign and 17 local design institutes and companies such 
as "Kazakh Institute of Oil and Gas" JSC, "Omskneftechemproect" 
OJSC, "NijegorodNII nefteproect" OJSC busy with the design 
specifications and estimate. The equipment and materials were 
supplied by the leading manufactures of RK and Russia, among 

them there were 59 Kazakhstan’s companies. 55 local companies 
were making construction and installation operations. There 
were as large also as: "Kazstroypromtechmontazh" JSC, "NGSK 
"Kazsytoiservice" JSC, "Imstalkon" JSC, "Prommontazh – KIV" 
and other. The constructor ran an educational course for the 
service personnel of the plant which classes were conducted in the 
study centers provided by the processes licensors: UOP (USA), 
KTI (Italy) and Yokogawa Electric the company - developer of 
the control sw for the process. There were more than 3000 of 
contractors’ and subcontractors’ engineers and workers busy with 
the construction and assemblage operations.

The volume of oil refining Atyrau plant increases already the 
next year from the beginning of reconstruction - by 600 thousand 
tons, which means a one-time increase of more than 25%! With 
short breaks the growth continues in the current decade as well. 

As early as in 2008 following the first phase of renovation, 
Atyrau oil refinery sets out to produce the "Premium-95" 
motor petrol which is up to standard K2 (Euro-2), which has 
been the great step forward in terms of the improvement of the 
environmental indicators of the refinery’s production. In the last 
years the continuous production of diesel and petrol 92RON 
and 95RON equal by their characteristics to K2 was maintained. 
In 2009 the experimental batch of the "Super-98" petrol was 
produced, and since 2010 its production has become a commercial. 

Ecological safety control of the production of Atyrau oil 
refinery has become so big priority within the renovation that by 
now the yield of the environmentally clean diesel has made 100 
% of the total its production, and the share of production of the 
high-octane petrol exceeds 80%.
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The second phase of Atyrau oil refinery renovation 
is concentrated on the creation of the complex 
production center able to operate in both areas high 
quality fuel production and petrochemicals production 
i.e. benzole and paraxylol. In 2006 the Government 

of RK adopts the "Plan of Actions to create in Kazakhstan world-
level complexes and set up the first Kazakhstan petrochemicals 
complex". The objective of this Program is the construction of 
the petrochemicals complexes of the world level for the deep 
cnversion of the crude oil and production of the export level 
products with the high added value. By this document the Ministry 
of energy and NC "KazMunayGas" are commissioned to timely 
ensure the production of benzole with Atyrau oil refinery by the 
respective project. 

In April 2006 the Japanese companies Cosmooil and 
Marubeni are done with the preliminary Feasibility study for 
"Production of benzole at Atyrau oil refinery". In September 
the investment committee in general approves the project roll 
out and assigns to perform the respective work "Trade house 
"KazMunayGas" JSC (the predecessor of "KazMunayGas - 
Refining and Marketing"). It is worthy to note that at first there 
were two independent projects: construction of the Benzole 
production complex and Aromatics production complex. (Benzole 
and paraxylol the requested in the global market of oil refinery 
products, which in their turn serve for production of the big range 
of petrochemicals). Before June 2008 the projects separately were 
touring across the procedure of the feasibility study approval. But 
on June 26 2008 "Trade House KMG" JSC combined both projects 
for the purpose of fund-rising and more efficient management.

Aromatics production Complex (CPАH) construction which 
agreement upon between Atyrau oil refinery and the Chinese 
Sinopec Engineering Group was signed at end of 2009 on turn-key 
terms has become unified project. The licenser to the technology 
was Axens French company.

The Chinese company was selected to be contracted out 
because Japanese corporation had assessed their risks too high 
in the period of crisis 2008-2009 and the same high had been 
their value of the project. Due to the big choice of international 
bidders the most optimal contractor was determined. The volume 
of investments to the project was assessed at $1,04 billion, which 
amount was let by Bank of development of Kazakhstan for the 
term of 13 years. In such a way the second phase of renovation 
has begun.

Daniyar Tiessov, in 2010 Chief Operations Officer for oil 
processing and marketing NC "KazMunayGas" tells about this 
project: "Flexible process scheme of the Complex allows to make 
a choice between fuel and petrochemical options of production 
and depending of the demand in the domestic market should it 
be gasoline or petrochemicals. For example, in the fuel option 

the design capacity of the complex will increase the production 
of high-octane gasoline by an average of 550 thousand tons per 
year ". At petrochemicals production operations it is possible to 
add up to 133 thousand tons/year of benzole and to 496 thousand 
tons of paraxelene. 

But the prime objective of this project is the production 
having a higher added value – benzole and paraxilene. In regards 
to the modernization of the processing facility - Aromatics 
production Complex (CPАH) the fully renovated they should 
have been brought up to the modern technologic level and provide 
Kazakhstan with high-quality fuel and petrochemicals and also 
with raw materials for petrochemicals production. At the same 
time the requirements of European standards are imposed on the 
produced oil products.

On the 25th of December 2014 during the national 
teleconference President Nursultan Nazarbayev gives a start to 
the adjustment and alignment operations at Aromatics production 
Complex (CPАH). Catalytic reforming unit has begun its 
operation with the production of a stable reformate with the octane 
number 103 RON. The first batch of benzole was produced on 
the 3rd of July 2015, and paraxilene - on the 2nd of October of 
the same year. It was evidently clear that Aromatics production 
Complex has reached a steady process parameters. On the 4th of 
December 2015 the first start-up facilities Aromatics production 
Complex (CPАH) was accepted by State commission. Right in 
seven month Atyrau oil refinery shipped out the first export batch. 

In such a way the built in Atyrau complex to produce 
benzole and paraxylene has become the largest facility of this kind 
in the area of the former Soviet Union and the first production 
within petrochemical cluster of Kazakhstan.

to BENZOLE
From GASOLINE

Aromatics production complex includes 
the following facilities: 
 
• catalytic reforming unit with the continuous 

regeneration catalyzator 1 million tons a year,
• benzole and toluene extraction unit
• paraxylene unit,
• toluene and heavy aromatics transalkylation unit,
• raffinate separation section,
• general purpose facilities. 



"FLYING AWAY" 
on aviation fuel 

from fuel oil

As far back as during the time of Aromatics 
production complex construction on the 29th 
of December 2011 "Atyrau Oil Refinery" LLP 
and trilateral consortium composed of Chinese 
Sinopec Engineering Group, Japanese 

Marubeni Kazakhstan National Company "KazStroyService" sign 
agreement about construction on turn-key terms of the Complex 
of deep oil conversion (CDOR). The cost of the complex is valued 
at $1,679 billion. By this project which starts up on the 10th of 
September 2012 the third phase Atyrau oil refinery modernization 
is to be realized. Strategic objective of this phase is the increase 
the depth of oil conversion to 85 %, production out of dark low-
octane crude high-quality motor fuel to meet К5 standards (equal 
to the requirements by Euro-5). Intermediate output: mazut, 
vacuum gasoil to be used are for processing for this purpose.

By virtue of Complex of deep oil refining (CDOR) Atyrau 
oil refinery will be able utilizing 5,5 million tons of oil a year 

produce out of 2,4 million tons mazut and vacuum gasoil 1,603 
million tons of motor fuel and 1,419 million t of diesel, and 251 
thousand t of jet fuel. To that end it is needed to adopt industrial 
processes to assure additional depth of refining, catalytic cracking, 
coking, build necessary units including vacuum distillation unit 
АВТ-3. 

Whereas the launched aromatic production complex 
provided 277 new jobs, Deep conversion refinery complex will 
open 490 more vacancies. Galymzhan Amanturlin, in year 2012 
NC "KazMunayGas" General Oil Refining and Petrochemicals 
Projects Manager, says: "This is one of the largest investment 
projects of "KazMunayGas" included in the State Program 
of Forced Industrial-Innovative Development of Kazakhstan. 
Modernization of Kazakhstan oil refineries will completely feed 
up the local market with local high-quality oil products."

CONSTRUCTION OF DEEP OIL CONVERSION COMPLEX AT 
ATYRAU OIL REFINERY WILL ALLOW TO:

• increase the depth of oil conversion, 
• efficiently utilize heavy oil products in the volume 
   of 2,4 million t/y,
• expand the raw material base for motor fuel production without 

increase of plant’s capacity,
• produce high-quality gasoline and diesel fuel to meet standards 

K4 and K5,
• utilize state-of-the art facilities, control means to exclude 
    the impact of the human factor and possibility of accidents.
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PAVLODAR PETROCHEMICAL PLANT
Pavlodar PChP started up in 1978 from the very beginning 

was meant to process oil from Western Siberia delivered by the 
pipeline Tumen-Omsk–Pavlodar - Shymkent. Such logistics 
schedule accounts for the specificity of plant’s operation which 
requires regular supply of Russian oil. 

In the second half of the 1990s PChP became a JS company 
but American shareholder was not able to solve the issues of 
that time. For a short raw materials supply the operation of the 
plant was discontinued at the end of decade, which consequently 
impacts the technical state of the facility. Problems experienced 
by PChP were hampering supply of oil products to the consumers 
of the whole Northern Kazakhstan. 

After the replacement of a shareholder in the early 2000s, 
the situation at the plant is getting better: raw material supply 
becomes more stable, its volumes grow together with products 
sales. With a view to have more of independence in the loading 
with crude, in some periods crude is delivered from Western 
Kazakhstan. At this time the units to treat oil sludge, sulphur 
granulation facility, nitrogen production unit are built up, from 
time to time the latest control and measuring instrumentation 
and diagnostic tools are purchased, and the operating routine 
modernization runs.

However the real prospects for PChP development arise only 
after the join of the plant to the NC "KazMunayGas" JSC Group. 
The powerful national company is able to organize operations of 
the oil processing plant for the purpose of a sustainable supply 
of Kazakhstan consumers with oil products turning it to an 

OBJECTIVES OF THE RENOVATION 
OF PAVLODAR PETROCHEMICAL PLANT:

• full refuse from the low-grade gasoline 
production, 

• bring the quality of production up to the 
standards K4 and K5,

• increment in production of jet fuel and 
     high-octane gasoline, 
• critical reduction of environmental emissions.

income generating asset. The cutoff point of the preparation to 
the large-scale renovation of Pavlodar refinery one can guess the 
1st of September 2009, when by the Decree of the Government 
of the Republic of Kazakhstan "Modernization of Pavlodar oil 
processing plant" was included in the list of the investment 
strategic projects . In one more year the project became a part 
of the Program of the development of oil and gas sector in years 
2010-2014.

"KazMunayGas" is looking for a foreign partner, and in 
June 2009 the President Nursultan Nazarbayev conducts a meeting 
with General Director of Italian company EniS.p.A. Paolo Scaroni 
to discuss the partnership in the larger investment projects in 
Kazakhstan. Mr. Scaroni sends a letter where proposes a large-
scale cooperation of "KazMunayGas" and Eni, which plans 

receive support. In November companies sign "Agreement about 
cooperation on certain projects in oil exploration and object of the 
industrial infrastructure of the republic of Kazakhstan". Among 
them there is also project of Pavlodar refinery JSC modernization.

At the same time global oil crisis makes Eni to adjust 
its investments plans. Its participation through the subsidiary 
company Technip is getting weaker. But Kazakhstan party actively 
looks for another partners therefore simultaneously extends the 
cooperation of Pavlodar refinery with Romanian company SC 
Rominserv SRL. This is very good news as far as Rominserv 
is a "subsidiary" of KMG International in the framework of 
"KazMunayGas", which means that plant’s modernization 
is supposed to be backed by the companies to share the same 
corporate interests. 

In 2014, PChP JSC makes an agreement with Rominserv 
for the design and estimate documentation on the First phase 
of modernization project and the partner becomes the only 
responsible performer. Oil processing technology licensors: 
UOP Limited (GB), SiirtecNigi (Italy), HaldorTopsoe 
(Denmark) also take part in project realization. Another group 
of trustworthy partners become contractors - NFC (China), 
"Vladimirteplomontazh" JCS, "Omskneftechimproect" PC, 
"VNIPIneft" (all from Russia). 

"Pavlodar petrochemical plant modernization" is evaluated 
at at $831 million (by current exchange rate) including VAT, and 
construction of the first commissioning and start-up complex 
begins (PPK). In May 2015 for the quicker completion amount of 

work on the project is split between general contractor Rominserv 
S.R.L. Pavlodar Petrochemical plant, and on the 4th of December 
all approvals for construction operations are received. 

In 2017 general construction and assembling operations to 
install isomerization unit and naphta splitter are finalized, in the 
off-sites the delivery of equipment and assemblage operation come 
to an end. Main construction and assemblage work at the complex 
of sulphur production units is done. It is needed to acknowledge 
that the schedule of work depends on a financing, was not opened 
immediately. Despite this today main construction and assemblage 
work at Pavlodar plant is completed and commissioning and 
startup operations have commenced. 



Shymkent oil processing plant
PKOP
Shymkent refinery began to operate following complete 

process design since spring time of 1986, soon after 
having brought up the throughput capacity to 6 million 
tons. The same as Pavlodar plant Shymkent plant 
was scheduled to the processing of western-siberian 

medium sour, relatively dense with low paraffin content crude. 
After the end of the USSR and collapse of economic intra-Union 
relations, the plant began experiencing the dramatic shortfall of 
external crude. 

As an alternative it was decided to use production of 
Kumkol field located in close vicinity to the site. The problem 
was that crude from the South of Kazakhstan differed by its 
chemicophysical properties from western-siberian crude: it was 
lighter, high-wax, sweet. Difference in the raw crude properties 
impacted operations of the existing equipment, so it was 
required to make an adjustment of equipment subject to the new 
technological conditions. In the first turn it concerned the units of 
diesel and kerosene production. 

The beginning of technical renovation of Shymkent plant as 
well at other Kazakhstan refineries happen to be associated with 
the procedure of a transformation to a joint-stock company. In 
February 1996 Shymkent oil processing plant was transformed to 
"Shymkentnefteorgsyntez" JSC (ShNOS). After the few years - in 
1998 diesel hydro-treatment facility is upgraded at the plant, in 
2001 new technology is adopted for av kerosene production. In 
the meantime the mess associated with the series of the owners 
successions strongly impeded the progress of the plant.

The time of the owners change in the first half of the 
2000s ended up with the purchase in 2005 by CNPCI, subsidiary 
company of the Chinese national oil corporation. The enterprise 
itself had a name "PetroKazakhstan Oil Products " (PKOP) by 
then. And in 2007 NC "KazMunayGas" purchased almost 50 
% of its share capital. The partnership of two strong national 
companies was of help to Kazakhstan to begin efficiently pursue 
state interest. In particularly it concerned the area of renovation 
of process capacities. 

In October 2010 the Government of Kazakhstan includes 
project of Shymkent refinery modernization in the Program of oil 
and gas sector development. Shymkent project of modernization 
is added also to "The list of investment and strategic projects", 
determined by the Government and 

National Wealth Fund(NWF) "Samruk Kazyna" JSC, as 
well it goes as a part of the Concept of the development of Fuel 
& Energy Complex till the year 2030. It is also noted in the State 
Program of industrial innovative development in the years 2015-
2019 (SPIID), and is laid down upon the map of industrialization 
covering the same period. 

So focused attention of the State to Shymkent refinery 
modernization is stipulated by the fact that Shymkent refinery does 
not simply supply with oil products the whole South Kazakhstan 
but along with this has high exports potential in the under-served 
with fuel market of Middle Asia and neighboring states.

Project of renovation and modernization of Shymkent oil 
processing plant goes realization in two phases. During the First 
phase the new facilities have been constructed, existing processing 
equipment and the off-site facilities renovated in order to ensure 
the production of environmental friendly fuel to correspond K4 
and K5 classes. In pursuance to the Resolution of the Committee 
of the Customs Union of the October 18 2011, Kazakhstan will 
have to switch over to production of motor fuel of the stated 
classes not later than by the 1st of January 2018.

THE FIRST PHASE OF MODERNIZATION 
INCLUDES: 

• Construction of isomerization unit,
• Construction of sulphur regeneration unit with a 

production capacity of 4 000 ton/y,
• renovation of diesel hydrotreatment (section 300) 

unit.

To accomplish this purpose "PetroKazakhstan Oil Poduct" 
PLC and Chinese petroleum engineering corporation, the 
subsidiary company of CNPC - СРЕСС within the framework of 
Phase 1 of refinery modernization project, on the 30th of January 
2014 concluded EPC contract for construction of isomerization 
facility on turn-key terms. In December 2015 first new process 
facility is commissioned with Shymkent refinery - sulphur 
regeneration unit having a capacity of 4 thousand t/y, which 
produced a pilot batch of a new product: liquid sulphur. Also in 
2015 the renovated diesel hydrotreatment unit with the capacity 
of 1,5 million t/y was set on operation. 

In March 2017 Mechanical Certificates for Completion 
of construction and assemblage operation are signed for light 
gasoline fractions isomerization facility with primary crude 
hydrotreatment unit. Start up and commissioning operations run 
with this object to be completed by July 2017 with the launching 
of isomerization facility. It will ensure production of high-octane 
gasoline of К4, К5 emission standards with further increase of 
their production by 460 thousand tons a year.
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SECOND PHASE OF MODERNIZATION 
ASSUMES EVEN MORE MASSIVE SCOPE OF 
WORK:

• Construction of new facilities and renovation 
of the existing processing equipment and off-
site facilities with the aim to restore project oil 
processing performance of 6 million tons/y, and 
increase the depth of conversion. 

FACILITIES TO BE BUILT AND PROCESSES TO 
BE ADOPTED: 

• Catalytic cracking "RFCC",
• Gasoline hydrotreatment "Prime G+",
• Demercaptanization of gas "Merox", 
• Production of octane booster ETBE,
• Sulphur recovery unit, 
• Hydrogen purification unit,
• Other processes.

AS A FOLLOW UP TO MODERNIZATION 
AND RENOVATION PROJECT COMPLETION 
SHYMKENT PLANT WILL INCREASE OIL 
PRODUCTS OUTPUT AS FOLLOWS:

• High-octane gasoline - 2,3 times,
• Diesel fuel – 1,6 times,
• Jet fuel – 1,6 times. 

This phase targets the increase of plant’s capacity from 
5,25 million to 6 million tons of oil a year, and increase the depth 
of oil conversion. ЕРС Contract is signed purposefully for the 
realization of the Second phase modernization between Shymkent 
refinery and СРЕСС on the 16th of January 2015. Currently the 
work on the detail engineering and design documentation is 
actively going on, earth-moving and concrete operations have 
been running as well as supply and installation of the equipment.

Apart from that the share of high-octane gasoline in total 
gasoline pool will make 100 %, Shymkent oil refinery renovation 
and modernization project will solve critical tasks in the Region. 
New work places will be provided, ecological safety in Southern 
Kazakhstan will be enhanced. 

"This is one of the largest investment projects 
of "KazMunayGas" included in the State Program 
of Forced Industrial-Innovative Development 
of Kazakhstan. Modernization of Kazakhstan oil 
refineries will completely feed up the local market 
with local high-quality oil products."

Galymzhan Amanturlin,
in year 2012 NC "KazMunayGas" General Oil Refining 
and Petrochemicals Projects Manager



CASPI BITUM

Meanwhile RK has in-place oil, physical and 
chemical properties of which make it suitable 
raw material for bitumen production. It is not 
without reason that combination of such wants 

and availability of solutions have made grounds for the project 
of new bitumen production. By the investment concept it 
is assumed that the plant for bitumen production should be 
constructed in Aktau, the determined feed for that highwax, 
sour, low in paraffin oil from the local Mangystau Kazazhanbas 
field. For the purpose of this project NC "KazMunayGas" and 
Chinese "CITIC Kazakhstan" LLP (partners in Karazhanbas field 
development) established in 2009 in equal shares "JV "CASPI 
BITUM" LLP. 

Under the project it will have to be constructed the 
oil processing facility with the capacity of 1 million t/y for 
production of 520 thousand t/y of road tar of a certain quality 
and around 470 thousand tons of other oil fractions. The cost of 
construction of a new plant has been assessed at $290 million. 

CASPI BITUM CAPACITIES INCLUDE:

• Primary crude oil processing unit (CDU / VDU) with 
 the capacity of 1 million t/y, end product of which ~520 

thousand t/y of road tar and around 470 thousand t/y 
oil fractions,

• Tar acidizing unit to produce ~400 thousand t/y 
 of standard road bitumen of BOR grade, 
• Polymer-modified bitumen PMB (SEYDIE) production 

unit ~120 thousand t/y.

The high national value of bitumen production project is 
seen from the inclusion of the project in State program the forced 
industrial innovative development of RK in years 2010-2014. 
Construction and assemblage operations commenced on the 10th 
of December 2010. International consortium of contractors on 
the strength of "KazStroyService" (RK) and CITIC Construction 
Co., Ltd (China), also completed the supply of equipment, 
material, commissioning and start-up work. Design and estimate 
documentation was developed by the main design company 
"Kazakh Institute of oil and gas" JSC. Financing by 80 % have 
been secured by the loans from China. The remainder $58 million 

of the funding fall in equal shares on the founding shareholders 
of "JV "CASPI BITUM" JSC.

Bitumen production plant was put on operations in 
December 2013 which event was timed to coincide to the 
Industrialization day and National teleconference of the President 
Nursultan Nazarbayev. To date it is the only one in RK oil 
processing plant to produce bitumen.

Since 2014 until April of 2017 Caspi Bitum plant processed 
1 736 206 tons of oil and produced 355 319 tons of road bitumen 
of grades 70/100 BOR and 100/130BOR, with no claims on 
the quality of production. Quality of bitumen produced by "JV 
"CASPI BITUM" JSC is verified by the respective quality audit 
agency, there are Declarations of conformity available for the oil 
viscous road bitumen (BOR) polymer-modified.

The certificate of conformity of bitumen has been arranged 
on a voluntary basis. All certificates of this kind have been 
received, as required by the Technical Regulations of the Custom 
Union ТR CU 014/2011 "Traffic roads safety". 

Development of the automobile transport and intra-state traffic, the expansion of the role 
of RK in the international cargo transit have significantly enhanced the demand for the 
good quality road bitumen. Historically the Republic used to purchase it in Russia, which 
was increasing both total expenditures and the cost of product itself. 

Currently the road bitumen of CASPI BITUM is utilized 
within the construction of the highway "Western Europe – 
Western China", road "Aktau - Beineu" and other important roads. 
Within the framework of the declared by the President Nursultan 
Nazarbayev new "Nurly Zhol" economic policy there is State 
program for the development of road network of Kazakhstan. The 
demand for plant’s production has been growing, which calls for 
a considerable increase in the output. The capacities available to 
date and a feed base are sufficient.
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DEVELOPMENTAL LANDMARKS IN THE DOWNSTREAM SECTOR OF KAZAKHSTAN

1993 – Atyrau oil refinery transforms into the joint-stock company .
1994 – Symkent and Pavlodar oil processing plants obtain the status of joint-stock companies.
1999 – National Company "Kazakhoil" grows its share at Atyrau oil processing plant stock capital from 41 to 86,7 %.
Years 2003 – 2006 – NC "KazMunayGas" JSC completed The First Phase of a large-scale renovation of Atyrau oil 
processing plant.
2005 – "PetroKazakhstan Oil Products (Shymkent refinery) is purchased by Chinese CNPCI.
2007 – "KazMunayGas" purchases 49,72 % of Shymkent Refinery stock. 
2009 – Pavlodar Petrochemical plant (PNHZ) becomes a part of NC "KazMunayGas".
2009 – NC "KazMunayGas" and Chinese "CITIC Kazakhstan" LLP established in equal shares "JV "CASPI BITUM". 
2013 – CASPI BITUM is put on operations. 
2014 – Pavlodar Petrochemical plant JSC with Rominserv Romanian company make an agreement for the elaboration 
of design and estimate documentation for the First Phase of modernization project.
Years 2009 – 2015 – Aromatics hydrocarbons production complex is constructed, the Second phase of Atyrau refinery 
renovation is completed.
2012 – Construction of the deep conversion oil refinery begins, the Third Phase of Atyrau oil processing plant has started.
2014 – "PetroKazakhstan Oil Products" LLP and Chinese СРЕСС conclude EPC-contract for the construction 
of isomerization unit at turn-key terms within the framework of the 1st Phase of plant modernization project. 
2015 Sulphur regeneration unit – the first production facility is commissioned with Shymkent refinery. 
Diesel fuel hydrotreatment unit is renovated. 
2015 – Shymkent refinery and СРЕСС signed ЕРС-contract for realization of the Second Phase of the renovation.
2015 – All approval documents for construction of the first start up and commissioning complex at Pavlodar refinery 
are received.
2017 – Mechanical Certificates for Completion of construction and assemblage operation are signed for light gasoline 
fractions isomerization facility with primary crude hydrotreatment unit at Shymkent refinery.

The cost of 1 liter of gasoline by almost 50% consists of 
tax liabilities to be paid to the budget. These means make 
for the maintenance of motor roads, strategic objects, 
army, payments to medical doctors, teachers, policemen, 
state officials, welfare, financing of many other needs still 
present in the Republic of Kazakhstan. Resources of the 
National Fund of Kazakhstan are formed by 53,3% out of 
oil sector revenues.
Therefore the cost of 1 liter of gasoline in RK has been 
balancing on the edge between payments to the budget 
and a survival in the competitive environment. It will be 
fair to note that gasoline prices in Kazakhstan still remain 
one of the moderate in the world.

As reported by a reputable site globalpetrolprices.com, 
our country is at the 12th place with regards to the cost 
effectiveness of motor fuel after for example Venezuela , 
Kuwait, Saudi Arabia, Turkmenistan, Iran, Katar.
As for such part of oil products market as retail sales, 
85% of cost of 1 liter of gasoline sold with filling stations 
fall to the share of the plant sale price. Filling stations 
gain no surplus profit.
Of course any business would have an interest margin 
in the production chain. But the fact that gasoline prices 
in Kazakhstan are fairly affordable is confirmed by the 
market demand – the most objective criteria.

HOW MUCH IS GASOLINE IN KAZAKHSTAN?



As a follow up of Kazakhstan oil processing plants modernization the quality 
of produced motor fuel will come up to reach ecological standards K4 and K5, 
which matches in full European environmental requirements. Such results will 
secure the average value of processing complexity of Kazakhstan refineries, 
marked by Nelson Index. In the local sector it will grow from 5,1 to 9,0 due to 
that with Atyrau refinery this Index will reach 11,1, with Pavlodar petrochemical 
plant will come up to 8,5, with "PetroKazakhstan Oil Products" – to 7,2.
It is known that Nelson Complexity Index is applied in all industrial states to 
soundly estimate the level of oil processing. The higher Nelson Index, the 
bigger is the value of a refinery, and the potential of the value of its delivery, 
the higher quality and the level of its production. The growth of the Index in 
RK is grounded by the increased number of processing units: from 10 to 20 at 
Atyrau refinery, from 13 to 18 at Pavlodar’s, from 9 to 15 at Shymkent’s. 
As a comparison: in the European Union Nelson Index also in average makes 
9, in North America goes over 10. Some of the refineries in these Regions 
would reach 15 and even 25. In China and Japan this indicator is calculated 
respectively at more than 6,5 and not less than 9,5, in RF – 5,5 at most.
Modern technologies adoption takes place with not only oil processing but 
refineries control systems as well. In such a way, the automated control 
system has been implemented with the sites of Aromatics production 
complex at Atyrau refinery. It consists of two independent reserved systems: 
control distribution system at the basis of С300 controller and emergency 
shutdown system based on Safety Manager controller by Honeywell. 
Electronic intellectual devices and actuators are supplied with electronic 
pneumo-positioners, gas-, fire detection, voice alert system, and automatic 
fire extinguishing system. In order to keep centralized control over operations 
the duplicated fiber optical cable was assembled to connect local control 
operating rooms with the central one. 
Apart from that, the newest automated system of control by Yokogawa company, 
which includes the two similar isolated reserved systems will be engaged with 
the facilities of deep conversion oil refinery at Atyrau oil processing plant. 
KGNP project provisions that all facilities of the Complex would be controlled 
from a single room which is planned be assigned for the unified controlling of 
all existing operations. 
Main oil processing plants of Kazakhstan have been working on a realization 
of the programs of management structure transformation. Within the framework 
of these programs none-core assets should be given out to outsource service, 
energy saving technologies should be adopted and distance run between 
overhauls should be changed to 2-4-years.

NELSON COMPLEXITY INDEX IN 
THE KAZAKHSTAN STYLE

126 FUEL INDUSTRY AND DEEP CONVERSION 
OF RAW MATERIALS

Chapter IV
Oil and Gas of the Independent Kazakhstan

A Path of Conversion and Change





For what reason "KazMunayGas" 
has become international?

Timur Kulibayev in 2007 Deputy Chairman of the Board of 
"Kazakhstan Holding for State Assets Management "Samruk JSC, 
and in 2008 Deputy Chairman of the Board of "NWF "Samruk-
Kazyna" JSC explains this acquisition by few reasons: "The 
purchase of Rompetrol was absolutely logical and profitable for 
"KazMunayGas". First, the holding which has Petromidia refinery, 
Petrochemicals and Vega plants and Midia port with a tanker 
loading unit, constitutes one of the most advanced companies 
having technological infrastructure of the highest level. Second, 
due to this deal we’ve entered the most competitive European 
market. Third, while transporting oil to our plants in Europe we 
have been avoiding problems with crossing Bosporus. Fourth, 
we do not need intermediates for our deliveries. The local oil has 
been freely transported by pipeline system through the territory 
of Russia in Novorossiisk it is loaded in Kazakhstan’s tanker 
which crosses Black sea and in Constantsa delivers crude to our 
plant. Fifth, we obtained the high-end Black sea markets – Turkey, 
Ukraine, Caucasus, which have considerable opportunities for the 
development of the sales network for Rompetrol".

Namely the establishment and development of the European 
sector of oil processing and sales has strengthen the stance and 
status of "KazMunayGas" as continental vertically-integrated 
company having a wide coverage and geography of various 
segments of business. The set strategic targets to assure supply 
of Kazakhstan crude to the markets of oil and oil products in the 
Region of Black sea and Europe are hit now. 

Kazakhstan company KMG International former Rompetrol 
Group is a unique project for Kazakhstan. Virtually it is the 
only one which assets are accumulated abroad entirely, and it 
is one of few corporations managed to successfully organize its 
business in the severely competitive environment in European 
market. Besides the success gained in the market which evolution 
had taken years, which European downstream sector does not 
behave friendly towards the newcomers was secured not only by 
the purchase of existing assets in Romania, bur also due to the 
technologic modernization of these assets and reengineering of 
business processes inside the company.

The securing of European standards within the technological development of oil 
refineries in Kazakhstan as well as European quality of their production is the constituent 
element the Strategy of the Republic of Kazakhstan for the expansion of the share of its 
participation in the oil products Eurasian markets with the high added value. The other 
wing of this large-scale process is the development of the business of production and 
sales of oil products immediately at the territory of European Union. This year marks the 
10 anniversary since the time when NC "KazMunayGas" purchased Rompetrol Group N.V. 
one of the promising companies of Eastern Europe.
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FROM PROCESSING TO DRILLING 
Over the last years European assets allowed 

"KazMunayGas" to utilize more than 35 million tons of 
Kazakhstan crude for oil products production and exports. And 
currently KMG International is a diversified petroleum group of 
companies actively operating in various areas.

For Kazakhstan KMG International in the first turn is the 
national operator for export sales of production from subsidiary 
companies of "KazMunayGas". Alongside with that this area of 
business includes sales of crude purchased in the open market 
from external parties, trading of oil products from various sources 
and oil transportation of course. 

The next line in the vertical business structure is the 
downstream operations: the management of two oil processing 
plants and petrochemical complex located in Romania. The 
largest in terms of the volume of refinery is Petromidia with 
capacity of 5 million tons/y. Processing units of the plant have 
been ideally adjusted for Kazakhstan Urals crude processing. 
And a small Vega refinery producing the long enough line of the 
unique products for Romanian market takes there its own unique 
place. As a whole plants make a chain of oil processing cluster 
which facilities produce almost the whole line of products from 
light products such as gasoline and diesel to petrochemical items 
such as polypropylene and polyethylene. 

The third important area of KMGI operations is the retail 
sales. Specifically this channel ensures the company to gain 
maximum profit from petrochemicals sales. 

The fourth area is the industrial service. Service companies 
of KMG International Group operate in two important sectors 
there are realization of capital projects with oil refineries and 
construction, capital repairs of fuel stations and scheduled 

technical maintenance of plants and fuel stations in Romania and 
Kazakhstan. Additionally the Group provide services to external 
companies in the upsream sector: grilling and overhaul of oil 
wells. In such a way business of the Group itself is organized by 
vertically-integrated pattern.

Today KMG International operates in 12 markets in the 
world, controls downstream cluster, the network of more than 1000 
filling stations in such countries as Romania, Moldova, Bulgaria, 
Georgia. Apart from this KMGI has sales network in France and 
Spain having the share at the stock of local independent petroleum 
company Dyneff SAS. There are about 6000 people working in 
KMGI, its headquarters is located in Bucharest, whereas holding 
company is registered in the Netherlands.

The new prospects of development in the countries of the 
Black and Mediterranean seas Region will be opened before 
Kazakhstan, "KazMunayGas" and KMG International this 
year. Also the transaction on joining to KMGI of the strategic 
partner China Energy Company Limited is expected to be 
closed within this year. The intension of this investor is to 
contribute to the joint business at least $3 billion for the 
purpose of the increase of refining capacity and expansion of 
the network of oil products retail. 

The new stage of KMG International development will 
continue the dynamic full-scale modernization of the former 
Rompetrol. It was carried out in very uneasy environment to 
overcome both waves of economic crisis in years 2008-2009 
and maximal drop in oil prices in years 2014-2015. The more 
interesting then to see actions taken by Kazakhstan Management 
Staff and the consequent obtained result…

The Vega Oil Refinery can boast of a more than 110 years of history. 
Its construction commenced in 1905 in the northern part of the city of 
Ploesti. Initially, processing amounted 200 K tonnes of crude oil and 
the first shipment of processed oil took place on 26 February 1906.



In September 2015 China Energy Company Limited (CEFC) 
purchases 51 % of shares at the owned by KMG International 
Dyneff SAS company – the Regional oil products distributor 
in the South of France and Spain, busy also with the other 
petroleum operations. At the open tender CEFC offered 
"NC "KazMunayGas" JSC the most favourable conditions having 
won at 29 bidders. 
And on the 15th of December 2016 the transaction on the sale 
to CEFC by "KazMunayGas" of the 51% of shares at its "child" 
KMG International. As a result KMG International has obtained 
strategic partner supposed to invest, $3 billion to the further 
development of KMGI in Europe and the countries of the 
"New Silk Way" in the areas of oil processing and filling stations 

network expansion. It is a symbolical that the deal was closed right before the 25th anniversary 
of the Independence of the Republic of Kazakhstan and has become the logical result of the 
transformation of the Romanian asset by Kazakhstan Management into the attractive to foreign 
investors company. With all that Kazakhstan party has retained control over its European assets. 
The main condition of the deal between KMG and CEFC is that Chinese partners undertake 
to invest in the development of KMGI business at least $3 billion. This investment is planned 
to be assigned for the doubling of the refining capacity of Petromidia the main plant owned 
by the company from current 5 million tons to 10 million tons/y, construction of electrical 
generation unit in cogeneration conditions. And also for a purchase and build up of around 
200 filling stations at the territory of Romania. Such course will expedite the recovery of 
investments contributed by "KazMunayGas" to the European asset, considerably increase 
capitalization of KMGI, significantly expand Kazakhstan presence in the markets of Europe. 
New capacities and facilities will allow for creation of more than 3000 new work places for also 
Kazakhstan specialists supposed to gain experience in the international management. Experience 
in cooperation between KMGI and CEFC shows that companies have reached good interaction 
based on the corporate trust and professionalism of employees.
After completion of all legal procedures (it is assumed that transaction is to be closed in the first 
half of 2017 as a follow up to the approval of the authorized bodies of Romania and European 
Commission) CEFC and KMGI will be managing the European business on a basis of parity. And 
all key decisions to involve finance, HR, strategy, will be taking in cooperation. 
Daniyar Berlibayev, Executive Vice-President of "KazMunayGas" and KMG International Board 
of Directors Member stated during the ceremony of agreement signature: "Would like to assure 
that jointly we will manage to build up credible and beneficial partnership. What is meant here 
is not the sale of asset, but it is about the further development by us together with our partner 
Rompetrol Group. In which connection we, as "KazMunayGas" do acknowledge all our obligations. 
Aided by our partner we will go further to develop more of areas for example in France and 
Germany for which goal our Romanian asset will work out".
Executive Director of CEFC Zang Zhianzun is convinced that strategic partnership between 
Kazakhstan and Chinese companies will be of benefit to both parties in terms of obtaining of 
additional privileges out of the integration of strategic resources in order to "evolve in European 
markets and build up Eurasian bridge".

KMG INTERNATIONAL: 
FROM CHINA TO SPAIN 
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OIL SEA 

However such state does not speak for a failure of the 
business or new Kazakhstan management. In 2009 KMG makes 
additional purchase of the remainder shares and becomes the 
full owner of Rompetrol Group and rejuvenates and expands the 
full-sale modernization of operational assets, having invested in 
$380 million.

The project is given a name "Dolpin-1" which center 
of renovation becomes Petromidia plant. The Schedule of 
actions involves construction of 5 new processing units of mild 
hydrocracking, sulphur recovery, nitrogen production, new 
flaring system. 

So that to size up the scale of the effect from their setting 
it will be enough to know that only mild hydrocracking unit 
will provide for a processing of high-boiling oil fractions and 
production of gasoline, diesel fuel, lubricants, increase factor 
of the output of commercial products produced out of heavy 
Kazakhstan oil. 

In addition the Program signifies that there is a need to 
renovate and expand the available facilities: catalytic cracking, 
Claus unit, convert vacuum gasoil hydrotreatment unit to diesel 
fuel hydrotreatment unit, modify Amine treatment unit. Out of 
the total volume of investments the half of which is around $170 
million goes to construction and integration mild hydrocracking 
unit in to the processing train of the refinery 

As a result of this project realization annual production of 
diesel fuel at Petromidia will increase from 1,5 million tons to 
2,5 million tons a year. Apart from that the share of light HC’s 
increases to 84 % which is the highest compared to other refineries 
in the Region. Yet the fuel completely matches Euro-5, as far 
as sulphur content is reduced down to 10 particles per million. 
This attained result is to kick start of another project of nitrogen 
production unit startup, which is required for crude desulfurization 
and enhancement of the refining capacity of the plant. The volume 
of its capacity is 40 thousand m3/hour. The urgent character of 
these capacities attainment heightens because the crude from 
Kazakhstan has bigger sulphur content compared to the crude 
which refining the old facilities were rated to. 

Modernizations of Petromidia is to secure the efficient 
operations along the chain "production — refining — selling" 
based on the utilization of the crude from Kazakhstan. RK’s oil 
now is accepted without technological limitations. And taking into 
consideration the improved showings for the depth of conversion, 
output of light oil products and total enhancement of plant’s 
capacity from 3,8 million to 5 million tons a year it is fair to say 
that Petromidia breaks new ground.

Development projects were carried out by Rominserv which 
is a "child" business unit and General contractor of the Group and 
also current partner in modernization of Pavlodar petrochemical 
plant. Generally saying, there were more than 200 contracting 
companies 200 busy with the project. 

At the same time with the modernization of Petromidia 
transportation-logistics structure development is progressing 
which gives company a colossal economic benefit and promotes 
opportunities for Kazakhstan oil delivery. In the autumn time 
of 2008 Rompetrol and "KazMunayGas" launch Midia Marine 
Terminal (ММТ) for the purpose of the acceptance of crude in 
the sea port of the same name. In the terms of technology it is an 
off-set loading buoy – floating sea terminal at a distance of 8,7 
km off the shore nearby Petromidia plant able to accommodate 
tankers with the loading capacity of 160 thousand tons. From 
here oil flows to the oil tanks farm and processing plant by the 
submerged and ground pipelines. 

Buoy – is a highly efficient alternative to the previous way 
of crude delivery from Constansa port: the use of ММТ cuts in 
the length of the pipeline between a tanker and plant by 33 km, 
several-fold decreases the time of loading and reduces its cost by 
tentatively $7 per each ton. Investments to the buoy made $125 
million and paid back in full within a period not exceeding five 
years of operations. 

What is more, export-import terminal with liquefied 
hydrocarbon gas was built up, throughout capacity of one of 
the terminals of Midia port was expanded for the triple increase 
in the volume of transit of refinery production to 350 thousand 
tons/month, oil tanks to store both crude and refined production 
were repaired. Another $50 million should be invested to 
environmental programs implementation and bringing plant in 
compliance with European standards and the latest requirements 
of the Environmental protection legislation.

Timur Kulibayev at that time gave prominence to a 
synergetic effect of the development of Group’s assets and 
the involvement of Kazakhstan citizens in operations: "The 
important issue is that the broad international experience has been 
gained including the area of training of our technical staff at the 
contemporary European Rompetrol plants. And at petrochemical 
facilities as well. Today specialists of this company take part in 
modernization of Pavlodar petrochemical plant. In the future their 
knowledge will be utilized for petrochemical complex which 
construction is under way now in Atyrau Region".

DOLPHIN 
Global finance crisis of 2008 combusted in the year following the purchase 
by "KazMunayGas" of 75 % of shares at Rompetrol Group NV did not leave 
aside the European petroleum business either. Business activity in Europe 
decreases, downstream and sales sector appears to be in an extremely 
challenging situation also for the reason of the oversupply. For few years 
following the deal Rompetrol Group incur losses. 



the GOODIt’s all to

This phase of modernization of the facilities of the Group 
is completed in late September 2012. In August 2013 the 
realization of the large Program Change for Good has started. 
It targets changes of all business processes in the company and 
not only that. The task assigned: review and improve all areas 
of business of Rompetrol, which concerns loading tankers with 
oil, approaches to oil refining, each channel of oil products sales, 
every client. 

It is clear that the strategy applied within the framework of 
the corporate modernization and development of local companies 
"Kazakhoil", "KazTransOil", "KazMunayGas", "KazTransGas" 
justified itself by shown results was engaged as well in this 
very case. Kazakhstan national sector not only digests the 
international experience of Rompetrol but it is also "donor" to 
contribute its own business innovations to European Group. This 
event unconditionally reflects the progress and managerial level 
reached by petroleum complex of the Republic over the years of 
independence. 

As a follow up direct benefits of Change for Good program 
realization with KMG International since 2013 up to now are 
assessed at $120 million. This is the aggregate of resources saved 
by the company as a result of business processes improvement 
and profit carried in by optimization. To 2020 the effect from this 
initiatives coming from Kazakhstan Management will have to 
make around $235 million. 

As reported by number of information sources in KMGI, 
solution of the more conceptual task as the change of labor 
consciousness and professional responsibility of all employees 
preceded the change of business processes. Particularly this 
process was the most sensitive as far as it was complicated by the 
lack of confidence with the personnel in their readiness for new 
solutions ensued from quite a lengthy period of time when the 
duties had been being discharged whereas company still continued 
suffering losses. The learning of how to work in the modern way 
was lying ahead. 

The essence of Rompetrol renovation program assumed the 
finding of a balance between interests of a shareholder, company 
management and clients. Model of operational management was 
revised. And the new one determined the discrete role of operation 
and commercial units as being the foundation of the company. 

All functions such as supply, planning, operations and sales were 
combined to form the control block. And all corporate functions 
of the company are redirected to priority maintenance of the main 
type of activity. Right in this time Rompetrol changed to KMG 
International. 

By now plant operations have been fully automated: 
operations are controlled by the Control Center, although there 
are around 300 persons busy at the same time with operations at 
the plant, there is no one to be seen in the shops. The whole vast 
process is controlled by 12 persons on duty at the Controlling 
Center, and this extent of mechanization of the operation process 
is the benchmark for further development of other oil processing 
plants of Kazakhstan. 

In 2015 Petromidia plant reaches a historical record on a 
daily rate of crude refining - 15,51 thousand tons. To be compared: 
in 2007–2012 this refinery could process 11,5 thousand tons of 
oil a day. Yet the output of light products today makes 86 %, 
and the depth of oil conversion reaches almost 96,4 %. Factual 
annual volume of refining continue increasing to 5 million tons, 
and all production since this time meet standard "Euro 5+". By 
the independent estimates, calculations of Nelson Index and other 
showings by Solomon method Petromidia plant turns to be one of 
the best in the Region of Black sea and Eastern Europe. The more 
so it is now in the 8th place of the global list of refineries assessed 
for the operational performance.

The common goal of the program Petromidia modernization 
was to minimize production expenses and it is seen that 
implemented plans do born fruits. Following the results of 2015 
independent consulting company records the benchmark metric 
— energy intensity index (EII) of production at the plant changed 
from 115 % to 98,6 %. And the reduction of energy use saved 
to company $4,5 million reported shortly after the first year of 
Change for Good Program action. Air emissions at the plant 
are minimal, and the plant itself is the only in Romania which 
received European Union Certificate conformity to all ecological 
and safety standards. In the meantime Petromidia operations 
continue to improve and currently "Dolphin-2" project is being 
implemented with the refinery. This project provides for the 
further improvement and optimization of all production processes.
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for 110-year old VEGA
In the meantime modernization of the facilities and 

production process has been running not only at the main 
Petromidia refinery but also it is carried out KMGI group and the 
oldest Vega refinery which working age went over 110 years. Yet 
in this case we are talking about the complete conversion of the 
plant which just few years ago was about to be closed down. Now 
due to KMG International it has not only been revived but also 
obtained a niche wherein proved to be fairly commercially viable.

Vega has been converted from classical refinery into the unit 
to produce and supply lubricants and specialties and solutions. 
Among them there are ecologically safe aprotonic solvent, 
special-purpose bitumen, ecological heating fuel and other special 
products. The raw material for their production has been being 
supplied by Petromidia.

The site with the capacity of 60 thousand tons/y to produce 
the modified bitumen with polymers was created on the basis of 
Vega plant in 2007 and the new row of products was added to 
the traditionally produced here bitumen. As it is known polymer-
modified road bitumen has been in big request all over the world. 
Its service life is one and half as much longer compared with 
the ordinary grades. And Vega refinery has started ramping up 
production of the popular commodity. 

The plant also takes the advantage of being the only 
producer of n-hexane (saturated HC) in Central and Eastern 
Europe, which is used in the food and petrochemical industries. As 
a result of the action taken by Kazakhstan Manager in 2015 Vega 
reached the record volume of bitumen and h-hexane production - 
80 thousand tons and 71 thousand tons respectively.

A niche in the market has been found



The best score 
in fuel and coffee marketing 

Two times increase of the number of filling stations serves 
perhaps the best witness of the improvement of the quality of 
production of KMG International. Sales expansion would not have 
come about without this. Besides the business units of KMGI sell 
fuel not only by retail but wholesale as well which is denotative 
of the high demand for production and sound marketing policy. 
For example, KMG International is capable of a filling Romanian 
oil products market by around 40 %. They make no secret in the 
company that do take a closer look at the retail market of Turkey 
seeing that the available logistics infrastructure is capable enough 
to secure the continuous flow of supply to filling stations. 

The sales facilities development KMGI has been focused 
on goes in line the retail market policy when coin-operated 
petrol pumps go replacement by petrol stations facilitated 
with stores and quick service restaurants available for the car 
owners where now they can buy together with petrol quite a big 
range of commodities, also take a meal and have a rest. As it is 
known that the modules of the complexes of this type design 
are quick-erect their assemblage and following use does not 
require big Opex compared to old fashion filling stations. By 
the way, their production is the business of Rominserv - KMGI 
child business unit.

In 2015 KMG International hit the record in sales in 
Romania, Moldova, Georgia and Bulgria which was around 2,64 
tons out of which the volume in the post-soviet states exceeded 
expectations by more than 50%. In 2016 company increases the 
volumes of oil and oil products trading by 7,5 % vs. 2015. 

More than that, currently KMG International is 
considering opportunities for the enlargement of its retail 
network by means of the entering in to the countries which 
consumers are more discriminative towards the quality of the 
offered products. As a follow up to the technological changes 
Kazakhstan international company can now offer the high-
quality oil products of Euro-5 standard at fairly competitive 
price which is for example Efix grade. 

Success of KMGI in the international retail market is 
grounded by the change in the commercial policy, which assumes 
that both the company could increase its profit margin and clients 

would be happy with the provided services and offered prices. 
In particular in retail prices managers and specialists of KMG 
International see a great potential and one of the methods to 
maintain the successful result. Before the end of 2016 the 
program of the rebranding to completely change the concept 
of filling stations and increase the number of the provided with 
them services was already executed in Romania, Georgia and 
Moldova, and in the first half of this year this program is to be 
completed in Bulgaria. 

The issue of high-quality oil products resulted from Petromidia 
and Vega production modernization and improvement of business 
processes allows KMGI to not only maintain its status in the sales 
market but to also significantly expand the horizons. It is notable that 
in the period of the Rompetrol Group assets ownership by Kazakhstan 
the network of filling stations significantly expanded. For the time of 
the purchase it numbered 500 filling stations vs. more than 1000 ones 
of present time.
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TO COME TO THE POINT
The pro-activeness of the managerial staff and employees 

has made for the new ideas generation and increased indicators. 
Kazakhstan citizens are the basis of multinational management 
staff. Among them there are specialists on a yearly basis coming 
to the company for practical and corporate training for the work 
in contemporary, highly competitive markets. Approximately 
one hundred Kazakhstan specialists in the last three years have 
been gaining this experience. It is notably that it relates to both 
management specialists and staff busy with the processing 
operations: there is permanent quota for training at Petromidia 
refinery available for Atyrau and Shymkent refineries’ staff 
(Under the similar pattern training of the staff for "KazTransOil" 
central office had begun in the Regions in the early 2000s, 
hadn't it?). It is also clear the "KazMunayGas" has been using 
its Romanian group as a jumping-off ground for the purpose of 
training of their staff as far as KMG International is the example 
of the efficient business.

 2015 was the first year in the history of the assets 
ownership by KMG International when the net operating profit 
- $4,6 million was returned and the index EBITDA reached 
$162 million. By preliminary results reported as of 2016, it 

is expected that KMGI will make net operation profit in the 
amount of $63 million which is more than 10 times bigger vs. 
2015! And important is that: the trend of the growth of cash 
generation becomes self-sustaining in a long term, as opposed to 
the situation of 2011 which was five years ago when the losses 
experienced by Rompetrol were reaching $238 million. 2016 
proved to be a record year across a range of indicators not only 
since assets acquisition but over the whole 42-year history of 
the company. 

Those developments were the practical outcome of 
Kazakhstan management efforts and the benefits of Change for 
Good program which per se built up a new company. 

It is deemed that they played a significant role for the 
decision taken by China Energy Company Limited to enter 
in KMG International and invest to its business billions of 
UD dollars. 

Such achievements would not have been possible should 
Kazakhstan management focus exclusively on the modernization 
of operations and not constructed all segments of its activity from 
logistics to retail sales by a sequential model.

THE BASIS OF KMG INTERNATIONAL CONSTITUTE 
THE FOLLOWING COMPANIES:

KMG Rompetrol – parent company of KMG InternationalB.V. Group, 
Rompetrol Rafinare – manages Petromidia and Vega refineries, 
KMG Trading – trader for oil products and KMGI reserves and exclusive operator of Kazakhstan 
crude sales out of NC "KazMunayGas" reserves ,
Rompetrol Downstream — operates filling stations network in Romania, Georgia, Moldova, 
Bulgaria and Ukraine,
Dyneff Group – company dealing with various petroleum business in France and Spain,
Rominserv – industrial service company.



Chapter V
"MAJOR LEAGUE" 
OF OIL AND GAS 
MEGA PROJECTS 
IN KAZAKHSTAN

It is obvious that it kept taking that shape as Kazakhstan 
created new and new opportunities for development 
and set immediate tasks as the country developed. Such 
processes took place in all the sectors, but they looked 
more vividly and clearly in the oil and gas industry, as 

it progressed at a more rapid pace than other economy sectors. 
Hence, oilmen received more and more responsibilities and orders 
from the State, but simultaneously assistance from its Leader. It 
is, briefly speaking, the essence and peculiarity of the Kazakh 
oil and gas way, which has been passed during the last 25 years. 

That approach has allowed an efficient combination of 
generally speaking conflicting task solutions: on the one hand, 
raising of huge foreign investments for complex from all points of 
view mega projects, and on the other hand, full-fledged provision 
of national interests in them. Each of the above projects endured 
the sufferings and hardships of discussions between Kazakhstan 
and investors, solved both engineering and political issues, and 
occurred in situations, when higher investments were required to 

continue development than it had been initially planned. Still, all 
those businesses succeeded and nowadays, are either increasing 
the production scale at a successive stage, or creating the basis to 
come out to a higher level.

Meanwhile, each of them is far from being a project of 
easily recoverable resources. On the contrary, each required 
unprecedented at its time efforts, investments and technologies 
from the Republic. And also an appropriate in its efficiency 
policy of national interest protection by qualified management 
of domestic managers and experts. In total, implementation of 
the projects made it necessary and at the same time encouraged 
development of the entire oil industry and economic system of 
the country.

Timur Kulibayev, a statesman and economic leader 
of Kazakhstan, who has worked as an Oil Sector Captain for 
many years, assessed the mega project role as follows, "The 
largest Kazakh Projects of Tengiz, Karachaganak and Kashagan 
are the mostly unique and complex in the oil and gas industry 

Mega projects occupy a specific place in the Oil and Gas Sector of Kazakhstan. 
The reason is not only that development of such fields as Tengiz, Karachaganak 
and Kashagan implies gigantic volumes of resources, production and investments. 
True that, above 50 % of the entire Kazakhstan oil production fall on the above 
fields even now and their proportion will grow taking into account their future 
development plans. The above projects are "beacons", the development energy 
of which has been attracting and still attracts investors into the Republic, that is 
also right. However, Kazakh oil mega projects have one more side. Each of them is 
a symbol and concentrated expression of a certain stage in the national industrial 
history and policy.



worldwide. All the three included the mostly adverse factors 
and challenges known in the sector; those are very high pressure 
and sulphur concentrations, the necessity to drill deep wells and 
other complications. A very high professional competence and 
the newest state-of-the-art technologies are required to develop 
such fields. Their implementation in Kazakhstan became a major 
innovative breakthrough".

The RK deliberate oil and gas policy made its contribution 
to that success, which was no less than that of the investments. It 
is clear that they would not have come without its attraction for 
business, and its increasingly efficient performance conditioned 
defence of national interests. It appears that Kazakhstan provided 
strategic assistance in solution of key issues to its international 
partners to achieve that. For example, taxation environment in 
mega projects was established on the basis of the requirement to 
mitigate investment risks.

The State Leader, oil statesmen of the Republic supported 
promotion of the Caspian Pipeline Consortium Project to provide 
full-fledged development of Tengiz and other giant and large 
fields. In the Karachaganak Project, the Kazakh Party helped to 
solve the issue of gas large-scale sales, without which, subsoil 
resources users could not have been able to produce millions 
tonnes of oil and condensate, and billions of petrodollars would 
not have come to the State treasury. The efficient diplomacy of 
Kazakhstan at the highest level released Kashagan development 
and that of the entire Caspian Shelf from political risks.

At the same time, political and industrial leaders of the 
Republic gradually amended partnership economic conditions 
in favour of Kazakhstan as mega projects developed. For 
example, by way of changing the conditions of payments to the 
State Budget and dividends of Tengizchevroil shareholders. At 

Karachaganak, they provided the RK entering the Karachaganak 
Petroleum Operating B.V. Consortium. At Kashagan, among other 
matters, by way of receiving direct financial compensations for the 
production commencement deadline delays and establishment of 
limits for amounts of reimbursable contributions of investors. It is 
obvious that the real scale and list of such examples of assistance 
to partners and at the same time increase of Kazakhstan’s 
own benefits is much wider, more diverse and simply "multi-
paged" than those taken right off the bat and reported here for 
generalisation. 

It should be noted that it was a rather extraordinary task, 
to find a working ratio of provided opportunities and received in 
return trade-offs between the Republic and investors, identify their 
optimum content, select a moment, instruments and methods to 
achieve various targets at various stages. Both the progress and 
results of industrial mega projects, which shall be described by 
this Chapter as indicators of wider processes, testify that decisions 
and actions of the Kazakhstan Oil Team "Core" were correct and 
efficient at that time.



TENGIZCHEVROIL LLP

First of all, due to geotechnical causes, as Tengiz became 
the first discovered in Kazakhstan field with gigantic resources 
of hydrocarbons, but occurring at a great depth in pre-salt 
deposits with a series of other hazards, such as overpressure, 
high concentrations of corrosive hydrogen sulphide and other 
hazards. Development of such field was realistic only provided 
the oil industry would get to a higher technological level than that, 
which the Soviet industry could offer. 

Secondly, Tengiz marked the beginning of the oil and gas 
sector located in Kazakhstan transfer into the ownership of the 
Republic. It was so, as the giant became the matter of discussion 
and cooperation between the domestic Oil and Gas Production 
Association, Tengizneftegas, and American Corporation of 
Chevron before the facility of All-Union subordination was 
transferred into the ownership of the Republic.

Thirdly, development of the Tengiz Field turned into 
enormous testing grounds to obtain new competences for 

statesmen and industrial leaders, top managers and experts of 
various professions from Kazakhstan. And not only in business 
development and provision of many millions of produced oil, 
billions of capital investments and revenues, but also in formation 
and sharpening of the investment policy, which extended to other 
projects, segments of the Oil and Gas Sector and other sectors of 
the RK economy. 

The project played a special role in development of the 
Kazakh Oil Export System, when it became the main driver of the 
Caspian Pipeline Consortium Project implementation. And also in 
the improvement of the global oil and gas mechanical engineering 
technological level including a wide range of domestic contractors 
and suppliers from constructors to steel structure fabricators in the 
increase of their order scopes and profit amounts. As well as in the 
social transformation of the operation Region, the Atyrau Region. 

The Tengiz Mega Project is a kind of landmark to start counting the Kazakh 
Oil and Gas Industry modern era. 

TENGIZ PROJECT
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A "SEA" of Opportunities 
and Problems

The Oil and Gas Tengiz Field is located in the Atyrau 
Region, 150 km south-east of Atyrau and geologically is confined 
to the Pre-Caspian Oil and Gas Province. The name, which in 
Kazakh means "the sea", was determined by gigantic resources of 
the field. The USSR State Resources Committee estimated booked 
oil resources at Tengiz at 2.648 billion tonnes and recoverable 
resources at 943 MM tonnes in 1986. Total recoverable resources 
of the Tengiz and neighbouring Korolev Fields were estimated at 
1.4 billion tonnes of oil. Associated gas resources were estimated 
at 1.8 trillion m³. Such amounts refer Tengiz to the class of giant 
oil fields, which combines oil areas with resources above 1 billion 
of metric tonnes or above 6 billion barrels of oil.

There are few such fields in the world; those are similarly 
famous geological facilities as Prudhoe Bay in the USA, Agajary 
in Iran, Shaiba in Saudi Arabia, Samotlor in Russia, Noscal in 
Mexico, Takhe in China, West Kurna in Iraq … The operating life 
of such fields may exceed a human life and be above 100 years!

Tengiz was discovered in 1979 by Kazakh petroleum 
geologists. Such well-known people, as Zholdaskaly 
Dosmukhambetov, Bulekbai Sagingaliev, Makhash Balgimbayev, 
Bulat Elamanov, Asabai Khismetov, Kumar Bolzhanov, Valentin 
Avrov and Oringazy Iskaziev became the field discoverers. They 
were awarded the Republic of Kazakhstan National Award for 
their world-level discovery.

TENGIZ is one of the deepest hydrocarbon fields in the world; its top oil bearing 
reservoir occurs at a depth of about 4000 metres. The Tengiz reservoir stretches for 21 
kilometres lengthwise and 20 kilometres breadthwise, and the oil bearing formation 
thickness is about 1.6 kilometres. The reservoir area is so great that it would take 
two Marathonian distances to run around it. The License Area also includes the 
Korolev Field with huge resources and several exploration prospects. The oil bearing 
capacity there relates to deposits of the Middle and Low Carboniferous and Devonian 
ages. The oil saturation factor is 0.82. The initial gas-to-oil ratio was 487 m³/t, and 
the initial oil flow was 500 m³/day at a 10-millimetre choke. The initial formation 
pressure exceeded 84 MPa, and oil temperature was 105°С. The density of Tengiz oil 
was estimated at 789 kg/m3, and as for chemical properties, it contained 0.95 % of 
sulphur, 3.69% of wax, and only 1.14% of resins and 0.13% of asphaltenes.

Zholdaskaly Dosmukhambetov Bulekbai Sagingaliev Makhash Balgimbayev Bulat Elamanov

Asabai Khismetov Kumar Bolzhanov Valentin Avrov Oringazy Iskaziev



The Tengiz Field discovery doubled recoverable resources of 
Kazakhstan hydrocarbon materials at its time. Total explored in-place 
resources within drilled out but still not covered by development areas of 
the Tengiz Field reservoirs were predicted in an amount of 3.2 billion tonnes 
or 25.5 billion barrels, and those of the Korolev Field as 200 MM tonnes or 
1.6 billion barrels, which made up one sixth of Tengiz resources.

So considerable resources of oil and gas concentrated in one field 
required Tengiz involvement into development as soon as possible. Soviet 
oilmen performed all the necessary geological and geophysical work and 
drilled about 100 wells. However, complex geological characteristics of the 
field caused a geotechnical emergency in June 1985; an oil and gas blow-
out took place in one of the wells from a depth of above 4 kilometres. A 
column of flame rose to a height of 200 metres. 

Work to extinguish the giant fire went on for more than a year. A 
lot of methods were applied to stop the blow. Owing to heroic and well-
coordinated work of local experts and experienced oilmen from other USSR 
Regions, blow-out preventive equipment was installed at the blowing 
wellhead with the help of a special hydraulic device fabricated at the Plant 
named after Petrovskiy in Atyrau, and the well itself was transferred to the 
state of controlled product release to earth storage pits. It was a great victory 
of national experts, but there was a second step to make to reach the final 
victory – a string of drill pipes had to be run in hole and kill the blowout 
with heavy mud. As there was no cascade system of blow-out preventive 
equipment available in the Soviet Union, an American company, Cameron, 
was invited to perform the forced drill string RIH under high pressure, as 
the Company had appropriate equipment for and experience in similar 
work. Joint efforts allowed killing of the well in July 1986. The emergency 
showed that Tengiz development required application of high technologies 
and state-of-the-art equipment. 

The Company was founded in 1833. 
Cameron (USA) is a leading supplier of wellhead equipment, 
systems and services for oil, gas producing and processing 
industry. Via the global network of producing, marketing and 
trading divisions, 10 operational departments of the Company 
cooperate with drilling contractors, oil and gas companies, pipeline 
operators and oil processing facilities. The Company General 
Headquarters is in Houston, USA, but 2/3 of its projects Cameron 
implements outside the USA.

A column of fire rose to a height of 200 
metres. Gigantic fire-fighting operations 
went on for above a year and were 
completed in 1986 only, when they managed 
to kill the well with the help of experts from 
American Cameron. The emergency showed 
that development of Tengiz would require 
application of high technologies and the 
newest equipment. 
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"FIGHT" 
for Tengiz

It should be confessed that the Soviet Union, which 
remained then the largest oil producing and exporting 
country of the world, had insufficient money and 
technologies to develop Tengiz resources. The President, 
Nursultan Nazarbayev, recalled in his book, "The 

Kazakhstan Way", that approximately 60 wells, with an annual 
production of about 3 million tonnes of oil operated at Tengiz 
at that time. Production could be increased about 15 times, but 
great investments and application of innovative technologies 
were required. Moscow had neither this, nor that at that time, so 
a search for partners began. Out of all the potential investors, and 
there were Japanese, Englishmen, Americans and Italians among 
them, the Centre decided in favour of an American company, 
Chevron. The USSR Ministry of Oil and Gas and Chevron 
executed a Letter of Intent in 1988 to establish a Joint Venture, 
Sovchevroil, to develop the Korolev Field and also a number of 
other joint ventures to process oil. 

The document was signed under strict confidentiality from 
Kazakhstan. But then, the Government Chairman, Nursultan 
Nazarbayev, secured participation of the Republic in the Project. 
(Details of that complex process are partially described by 
Chapters 1 and 2). It were already Chevron and Tengizneftegas, 
a Kazakh Production Association, that executed the Letter in June 
1990. Nursultan Nazarbayev flew to the USA, where he visited 
facilities of the American Company, and made it clear during 
his meetings with Chevron Management, that if they wanted to 
work in Kazakhstan and quickly and efficiently solve cooperation 
issues, they had to keep in touch directly with Alma-Ata rather 

than Moscow. Later on, Nazarbayev met Jorge Bush the Senior, 
the USA President of that time, and agreed upon the support of 
just that approach to the Tengiz Project.

The historical value of those events was beyond the fate 
outline of even such field as Tengiz, with its gigantic resources. 
The polemic of who would participate in and control the 
international partnership was the polemic of weather Kazakhstan 
would be able to control the Republic’s largest field, or remain 
playing the second fiddle in the mega project management. 

The previous long-term experience of Soviet political and 
economic relations with all the Soviet Republics was behind the 
leading role of the All-Union Centre. The right of Kazakhstan 
to independently decide the conditions for Tengiz development 
and how its products would be distributed was based on the 
energy of the Kazakh oil community and society as a whole, 
and was promoted by the consistent and justified policy of the 
Republic Leader. 

Destruction of the Soviet Union was not obvious, when 
Nursultan Nazarbayev started his fight for Tengiz, so it was 
carried out against a huge party and economic mechanism. Various 
arguments were used in that fight, but the main one to attain 
victory was that the President of Kazakhstan suggested a better 
and more progressive partnership model. Nursultan Nazarbayev 
"beat" the Union Leadership by way of peaceful methods, but it 
cannot diminish the value of the "Tengiz Precedent".



BUSHREMEMBERED

NAZARBAYEV

Notwithstanding the USSR destruction and appearance 
of new political and other risks within the greatest part of the 
former Soviet area, the dialogue between Kazakhstan and 
America proved to be productive. In May 1992, shortly before 
his official visit to the USA, Nursultan Nazarbayev executed 
with Chevron an Agreement in relation to principles to establish 
a joint venture to develop the Tengiz Field, which was envisaged 
for 40 years. The Joint Venture was called Tengizchevroil; 
Chevron Overseas Petroleum Company and the Production 
Association Tengizneftegas were to become its founders. 
Already in Washington, the Kazakhstan Leader and Chevron 
Chairman Kenneth Derr made an official joint statement about 
the agreement achieved. 

However, though both Parties set themselves up for 
partnership, such important issues as profit distribution, tax 
conditions, etc. remained unsolved. Negotiations in relation to 
them dragged on. The President Nazarbayev, who had several 
times brought its preparation to a new level at the mostly crucial 
moments, shaped the future of the Tengiz Project under those 
complex conditions.

In April 1993, Nursultan Nazarbayev sent a telegram to the 
Chevron Management. There, he offered the American Party 19 % 
of distributable revenue rather than 29 %, which they strived for. 
The remainder 81 %, including taxes, should be the Kazakhstan’s 
share. The Kazakhstan Leader was determined; he warned the 
Americans that if his offer was not accepted within a week, the 
entire bargain would be cancelled. Richard Mazke, the Chevron 
Overseas President, arrived in Alma-Ata in several days and 
announced that the Company was ready to accept the conditions 
of Kazakhstan.

As a result, the Tengizchevroil JV Establishment Agreement 
was executed on 6 April 1993 in Alma-Ata, in the Friendship 
Centre in the presence of the RK President Nursultan Nazarbayev 
and with participation of Kenneth Derr, the Chevron Corporation 
Executive Director. The Agreement contained the main parameters 

of the future contract. Nursultan Nazarbayev would say after 
the transaction consummation, "Today is a historic day for both 
Kazakhstan economy and Chevron. The Republic actually raises 
heavy capital investments and thus declares to the global business 
its series intentions to work together on the mutual profit basis". 

On the same day, the President signed the Decree, On the 
Tengizchevroil Joint Venture Activities. One of the Contract 
conditions included investment of US $20 billion. The Tengiz Joint 
Development Agreement was deservedly called "the Contract of 
the Century" as it was the first international investment project of 
such a great scale, which was arranged within the Caspian Region 
and in general, within the Former USSR and the entire Eastern 
Block territory. It was also the largest deal from early 1970s for 
Chevron as well. 

Execution of such oil contract became not only an industrial 
and economic, but also a political event, which drew a response 
worldwide. A decision of one of the largest American corporations 
to invest billions of dollars in a young sovereign Republic 
served as a signal to other investors. The level of confidence in 
Kazakhstan on the part of international investment professionals 
multiplied after the transaction. Efforts of the President Nursultan 
Nazarbayev, who first achieved Kazakhstan’s participation in the 
Project, and then provided its progress during critical discussion 
moments, proved true. 

There is an interesting detail, which actually tells a lot about 
Nursultan Nazarbayev’s role: at one of his meetings with the 
US President J. Bush Senior they talked much about Tengiz, 
production and transportation of its products. To be more exact, 
it was Nazarbayev, who talked, and Bush asked at some moment, 
"Are you an oilman by profession?" Nazarbayev answered, "No, 
I am a metallurgist, but life makes me understand all the economy 
branches". In more than 10 years, in 2006, when they met again, 
Bush recalled the event and said that he remembered Nursultan 
Nazarbayev ever since.

Tengiz became a symbol of the Republic of Kazakhstan new oil 
and political opportunities in early 1990s. A complex from the 
geotechnical point of view field turned into an example of successful 
industrial approaches. And what is more, within a rather short period 
for a project of that scale.
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TENGIZ Could not be 
Changed for ORENBURG

By the time, when Chevron came, oil production at the 
field amounted 1.5 MM tonnes a year only, though an additional 
Complex Technology Line, KTL-2 (Oil and Gas Processing 
Plant), as well as the field facilities were commissioned in 1991 
at the Tengiz Field. But the equipment technical and technological 
state left much to be desired. Hence, Tengizchevroil directed 
efforts towards optimisation of current production processes and 
elimination of the technological issues with current capacities  
during the first years of operation. The first investments were 
made into upgrades of operating units; in addition, the Full Field 
Development Concept development commenced.

Partnership with Chevron brought impressive results: in 
1997, Tengizchevroil (TCO) completed the Debottlnecking 
(problem rectification) Project, which allowed the Company 
to bring oil annual production up to 7 MM tonnes. In five 
years from the time of TCO establishment, the total production 
amount reached as much as 8.4 MM tonnes. Such results were 
achieved due to the first major upgrading of the Tengiz oil 
producing facility. 

Two mote partners entered the JV during that period; those 
were the largest American corporation, ExxonMobil (25 %), 
and a joint Russian and American venture, LUKArco (5 %). It 
shall be noted that new partners had worked for several years 
to enter the Project. It was conditioned by both commercial 

circumstances, and also by the intention to provide a strategic 
balance in Tengizchevroil among interests and influences of 
various parties. It was required to successfully solve all the 
Tengiz oil production and transportation issues. One can judge 
of what hidden collisions bustled around the Project by only one 
dialogue with the Russian President of that time, Boris Yeltsin, 
which the Republic Leader, Nursultan Nazarbayev, described in 
his book, The Kazakhstan Way, 

"Once, when we met in Moscow, Yeltsin told me, "Give 
Tengiz to Russia". I looked at him and saw that he was not joking. 
I answered, "Well, if Russia gives us the Orenburg Region, as 
Orenburg was the capital of Kazakhstan once". He said, "Have 
you got any territorial claims to Russia?" I answered, "Well, no". 
He laughed, so did I".

A rare politician can mitigate dark ambitions of a larger 
neighbour with a joke; but if claims were stopped at the Kremlin 
level, Russian oilmen were more persistent at the corporate level. 
And LUKOIL’s support of Tengizchevroil in its main objectives 
within the area of Russia was obviously worth the 5 % in TCO.

After the new Tengizchevroil shareholding structure was 
formed in 1999, construction of the Caspian Pipeline Consortium 
oil pipeline commenced, which was first of all aimed at Tengiz oil 
export. (The Project history is described in detail in "On the Way 
to Multivector Export" Chapter).



Chevron
INCREASES PRESSURE

Meanwhile, the Tengiz Full Field Development 
Concept continues to implement. The Fifth 
Train and Programme 12 Projects become a 
new phase of additional capacities large-scale 
creation and the field development expansion. 

The projects were completed in 2001 and increased oil production 
up to 12 MM tonnes. Including the increase due to the Korolev 
Field development commencement. 

The project was marked with many features of industrial 
innovations for Tengiz and Kazakhstan. For example, among 
new drilled wells, there was one drilled to a record depth of 
5700 meters. The penetration rate rose eight times as compared 
with the previous practice due to application of high technology 
drilling bits. In addition, a set of 3D seismic surveying work was 
performed at the Tengiz and Korolev reservoirs, which became 
one of the largest in the world programmes of geophysical 
surveys. The work was carried out without any damage to the 
environment or landscape within the field areas.

In accordance with the same Development Concept, the 
Partners pass a resolution in 2001 to implement even more large-
scale and interrelated projects: the Second Generation Plant (SGP) 
and Sour Gas Injection (SGI) facilities. Their objective was to 
increase production and process unit capacities of the Field by 
12 MM tonnes a year. Implementation of the Projects was an 
optimum process approach, which Chevron came to after new 
surveys at Tengiz to provide efficiency of production processes. 

The case was that intensive oil withdrawal from the mostly 
productive wells, which had been justified before, lead to a 
double drop of formation pressure, down to 400 atmospheres, 
at a certain point. Continuation of the same practice would have 
led to reduction of oil flows, and even to subsidence of younger 
upper horizons of oil containing rocks. An increase of formation 
pressure was required to avoid such scenario and provide a new 
rise in Tengiz productivity.

Hence, implementation of the SGP and SGI was considered 
as a mutually complementary set of work. The SGP meant not 
simply construction of an Oil and Gas Processing Facility, but 
also drilling of above 40 additional wells, construction of a new 
infield oil gathering system, upgrading of services dealing with 
oil, gas and propane/butane mixture export. 

In its turn, the SGI Project was implemented in two phases to 
mitigate gas injection risks. The first phase included construction 
of the Gas Injection Unit, where an injection compressor with a 
capacity of 35 megawatt and a maximum pressure level of 513 
bar was installed. That produced by the International Company, 
Nuovo Pignone, the mostly powerful compressor in the world is 
able to overcome formation pressures above 600 atmospheres. 
Thus, a kind of a world record was achieved at the Kazakh field, 
which related to capacities of oil and gas machinery. (Previously, 
other powerful compressors of Nuovo Pignone were efficiently 
employed at the Karachaganak Oil and Gas Condensate Field). 

At the beginning, gas with removed hydrogen sulphide is 
injected into the formation and the subsoil resources user estimates 
and analyses the formation response. In general, it shows that the 
compressor may be switched to inject sour gas. That is the next 
phase, which aims Tengizchevroil at injection of 2-3 billion m3 a 
year and should increase oil recovery by 3 MM tonnes. (9 MM 
tonnes more will be an effect of new drilled wells and KTL-3 to 
process commercial oil). Injection of highly sulphurous gas would 
also help to reduce the amount of sulphur for TCO to utilise. 

The SGP separates oil and gas, stabilizes black gold and 
removes sulphur from it, and also processes a part of sour gas 
producing dry methane, liquefied hydrocarbon gas, and elementary 
sulphur. SGI facilities inject the other part of separated sour gas 
back into the reservoir at a very high pressure. 

The scale and objectives of the SGP and SGI Projects 
required appropriate considerable investments. According to 
Tengizchevroil, they exceeded US $7 billion, and the Expansion 
Project became the largest at that period within the CIS countries. 
Parsons Fluor Daniel (with the headquarters in the UK) acted as 
the General Contractor for the Projects. At the same time, a record-
high amount of almost US $2 billion was allocated to purchase 
Kazakh goods and services. Thus, a deal with a Consortium of 
three Kazakh companies, Intergasstroy, Munaigaskurilis and 
United Construction Corporation, became one of major contracts 
with local contractors. The Consortium designed and constructed 
an Accommodation Camp for 6500 experts of the SGP/SGI. The 
contract amount between TCO and the Kazakh Contractor reached 
a symbolic boundary of almost US $100 MM for the first time. 
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And Kulibayev – 
"KazMunayGas" Dividends

Timur Kulibayev, an active participant of the events and 
the 1st Vice President of "KazMunayGas" National 
Company in 2002-2005, described the advancement 
of national interests as follows, "I was engaged in the 
Tengiz Project in "KazMunayGas" and chaired the 

Tengizchevroil Board, where all the shareholders were represented. 
However, routine activities were performed by Chevron managers. 
Even before the production capacities extension, there was a 
system in TCO, when dividends to be received by shareholders 
were allocated to develop the Company. Thus, "KazMunayGas", 
as a shareholder, received dividends less than its due in the current 
mode. To remedy the situation, we invited Kozhakhan Abenov 
as a Consultant from ABN Amro Bank, who helped to develop, 
accept and implement a new system to fund the capacities at 
Tengiz expansion project by way of loan-based funding. 

We had very serious disputes with other TCO shareholders. 
At some moment, the expansion project development was even 
suspended for a year. But the Kazakh Party insisted on financing 
by way of raised funds. And our partners agreed. It allowed 
shareholders, including "KazMunayGas", to receive revenue 
from TCO activities every year. The money now constitutes 
a considerable portion of the National Company dividends.

We managed to quickly and efficiently solve this 
and many other issues owing to the professional work of 

our Team of Managers. Later on, we successfully applied 
the best introduced in TCO technological, production and 
financial practices in other projects, at Karachaganak and 
Kashagan. Such synergy later confirmed that the decision 
to establish a mighty National Company was right".

TCO issued special corporate bonds to provide funding 
of expansion projects of that time. Investors purchased them 
on European, American and Asian stock markets at a record-
low rate for Kazakhstan. Such results became one more 
evidence that oil opportunities of Kazakhstan were attractive 
not only for core transnational companies, but for stock 
investors and international financial institutions as well. 

Bolat Akchulakov, who was a "KazMunayGas" Executive 
Director managing shares in the Company joint ventures in 
2003, added details, "I was appointed to lead the group that 
took part in the road-show. We spent about two weeks to hold 
it, visiting many countries of Europe and America, and on the 
day, when we had to close the bid book, we found that it was 
overfull! It became a proof that Western investors believed 
in our project. That was the balance of the work of our entire 
Team. We managed to close at a level of a little above 6% 
- much lower than the minimum threshold we were given".

It shall be noted that Kazakhstan and Chevron, as the TCO Operator, 
intensively discussed conditions of the SGP and SGI Projects implementation. 
RK representatives strived to retain payments from Tengizchevroil to the 
State Budget during the capital investment recoupment period after such 
large-scale investments. The Parties argued, but managed to work out 
a mutually acceptable solution of the payment issue. TCO agreed to pay 
advance royalties, which allowed preservation of the cash proceeds from the 
Project to the State regularity.

"We have seen as our common vision grew 
from a simple idea to a long-term cooperation 
with the Republic of Kazakhstan and to superb 
world-class facilities. It was this cooperation 
that became a key for many outstanding 
achievements including such an event as 
production of the millionth barrel of oil."

David O’Railey, 
the Chairman of Chevron Board of Directors



MORE THAN ENTIRE 
Soviet Kazakhstan

Anuarbek Jakiev, who was an Executive Director of the 
TCO and Dunga Project Block in 2006 recalled, "TCO first 
commenced sweet gas injection in November 2006. We were 
excited, as the newest technology was applied, but results 
justified all our expectations and estimations. The SGI Project 
was successfully implemented in July 2007. While the first phase 
of the SGP Project and transfer of SGI Units to inject sour gas was 
completed in October. Tengizchevroil received the first oil from 
the Second Generation Plant and successfully performed the first 
sour gas injection on 22 October. Both Kazakh and expat experts 
obtained a wealth of experience". 

The initial expansion of Tengiz capacities by 11 K 
metric tonnes a day (90 K bbl.) allowed bringing of production 
amounts up to above 50 K metric tonnes a day (about 400 K 
bbl.). Commissioning of the second project phase led to a further 
increase of daily oil production at the field up to 70 K metric 
tonnes a day (540 K bopd).

The SGP was brought to its full capacity in the second half 
of 2008. As a result, daily oil production reached approximately 
75,000 tonnes (600,000 bbl.), and the daily natural gas production 
became 22 MM cubic metres (750 MM cubic feet). From then 
and on, the Company injected back to the reservoir up to one 
third of produced sour gas. The remainder was used to produce 
commercial gas, propane, butane and sulphur. Gas injection 
and oil recovery growth resulted in a considerable decrease of 

produces sulphur amounts, which accumulation reached about 9 
MM tonnes by that time. (Nowadays, any accumulated sulphur 
has been sold out).

In 2008, the year of the Tengizchevroil 15th anniversary, the 
largest at that time development expansion project was completed. 

The President Nursultan Nazarbayev officially put the 
constructed Tengiz oil facilities into operation on 5 June 2008, 
laying the foundations of the new field development phase. And 
David O’Railey, the Chairman of Chevron Board of Directors, 
said the following about the Kazakh Project, "We have seen 
as our common vision grew from a simple idea to long-term 
cooperation with the Republic of Kazakhstan and to superb world-
class facilities. It was that cooperation that became a guarantee 
of many outstanding achievements including such an event as 
production of the millionth barrel of oil".

Already in 2009, the total oil production by Tengizchevroil 
was 22.5 MM tonnes, and achieved a record of 25.9 MM tonnes 
in 2010. To understand the significance of the achieved success, 
we can recall that the entire oil and gas condensate production 
in Kazakhstan was 25 MM tonnes at the time of independence 
attainment in 1991! The field, in which development Nursultan 
Nazarbayev involved a foreign investor, then produced more oil 
than the entire Kazakh SSR produced during the Soviet time …
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117 BILLION DOLLARS is Just 
the Beginning

Kanat Bozumbayev, the Minister of Energy, declared at 
the July ceremony, "We are witnesses today of an event, which 
is historic not only for the Oil and Gas Sector, but for the entire 
country. It is one of the greatest investment projects in Kazakhstan 
for the last decade. The Future Growth Project of Tengizchevroil 
is really the best present for the country on the Capital Day. 
The investment amount is US $37 billion. Creation of above 
20 thousand jobs and oil production growth by 12 MM tonnes a 
year are behind that number. And those are additional billions of 
dollars of profit for our country".

It is planned that Tengizchevroil shall provide orders 
for Kazakh suppliers of goods and services during the project 
implementation period for an amount of about US $12 billion. 
The first oil production under the FGR and WPMP is expected in 
2022, and the production level at the Tengiz/Korolev Fields would 
be about 39 MM tonnes a year or 850 K bopd during the period 
of maximum production…

Direct financial payments of Tengizchevroil to the Republic 
of Kazakhstan amounted above US $117 billion from 1993, 
including wages and salaries of local personnel, purchases of 

goods and services from local producers and suppliers, payments 
to State-Owned companies, payments of dividends to the Kazakh 
Partner and also as taxes and royalties, which were transferred to 
the State Budget. 

TCO has purchased goods and services from Kazakh 
suppliers for an amount of above US $22 billion. The proportion 
of full-time local experts in Tengizchevroil reaches 85% today, as 
compares with 57% in 1993. Six of eleven senior managers are 
Kazakh nationals. As a result of continuous training and personnel 
development programmes, more and more local employees are 
promoted to more responsible positions. 

Taking into account the long useful life of the field, which 
may last for more than 100 years, several generations of oilmen 
will be brought up at Tengiz, who will multiply the wealth of 
the country in future. Just imagine, what may be the revenue of 
Kazakhstan during the further years of the Tengiz Mega Project 
development, when the full expansion investments will have been 
made and the partners will receive net profit from production of 
tens of millions of tons of black gold! 

Tengizchevroil LLP has been producing as much as above 27 MM tonnes of oil 
a year during the last several years and consistently maintains production at 
that high level. The RK Ministry of Energy and Tengizchevroil LLP announced 
on 5 July 2016 of the final decision to fund the Future Growth Project (FGP) 
and Wellhead Pressure Management Project (WPMP). Implementation of the 
FGP would allow an increase of production, and implementation of the WPMP 
would provide full loading of the six complex technology lines operating 
at Tengiz by way of the wellhead pressure of flowing lines reduction and 
pressure increase at the KTL inlet.

The Ceremony of the final TCO Partners’ decision to fund the Future 
Growth and Wellhead Pressure Management Projects announcement 
took place in Astana on 5 July 2016. The RK Minister of Energy, 
Ministry Representatives and TCO Partners took part in the 
Ceremony. It was a milestone event for TCO, which implied long-
term partnership relations with the Republic of Kazakhstan to provide 
stable and reliable production at the Tengiz Field.
As of the time of the final decision of financing, the FGP and WPMP 
had achieved a certain progress in detailed designing and early 
work to construct the main infrastructure of the Project facilities at 
Tengiz. TCO Partners and the FGP/WPMP Project Group will continue 
elaboration of the Project implementation plans to improve their 
reliability and also to optimise the Project.



Development of the gigantic Tengiz Field is of immense value for the Oil and 
Gas Industry development, as well as for the rise of the Republic industry 
technological and innovative level, corporate management skills 
and for the entire economy of Kazakhstan. 
The social policy of Tengizchevroil LLP in relation to its Kazakh personnel 
and residents of the operation Region, Atyrau, is among the achievements 
in the above areas.
The subsoil resources user occupies an active position in this area from 
the very beginning of its activities. The Joint Venture commenced in 1993 
implementation of a five-year programme called the Atyrau Bonus Fund, 

with an investment of US $50 MM. Those years witnessed construction of 20 houses for local 
residents, who suffered floods, an automated boilman house, a main and distribution gas pipeline. 
The Region Centre received a stable heat supply for the right-bank part and the possibility of full 
provision of gas supply to residential areas. Work of a new bakery plant commenced, and the 
health care sphere of the Region received a significant assistance in development. 
A Diagnostic Centre at the Regional Hospital was constructed in Atyrau and provided with 
the newest medical equipment. An efficient treatment programme under the World Health 
Organisation methods was introduced in the Regional TB Hospital. An Emergency Hospital was 
constructed and equipped in Kulsary funded by TCO. (Kulsary is the place, where the majority of 
the Company’s personnel and contractors live; it is also the closest large settlement to the Tengiz 
Field).
Having implemented the first Atyrau Region Social Development Programme, Tengizchevroil 
initiated the next one, Igilik (Blessing), in 1998. The initial budget of the Programme amounted 
US $4 MM, but the subsoil resources user successively increased investments up to annual 
US $8 MM by the end of the five-year period, and up to US $12 MM during the following 
three years. The annual budget of Igilik amounted US $20 MM from 2009 to 2012, 
and US $25 MM from 2013 and on.
The central bridge across the Ural was reconstructed, the banks were strengthened, building 
foresides were refurbished along the main streets of Atyrau, and the entire city was improved 
owing to implementation of the Programme. Igilik covered a wide range of charity: TCO invested 
in construction of a new Atyrau University academic building, a school for 1200 pupils and 
residential compound in the Region Centre, where people from Sarikamis and Zhana Karaton 
villages of the Zhilioy District moved. Tengizchevroil investments became the basis of the second 
gas infrastructure development stage in the Atyrau 1st Section residential area, when natural 
gas came to houses of more than 1500 families. A vocational training lyceum was established in 
Kulsary, and more than 40 orphans from orphan homes and boarding schools were provided with 
initial vocational training on the basis of Atyrau lyceums. 
Implementing the Igilik Programme, TCO funded construction of schools, hospitals and 
out-patient clinics, reconstruction and construction of power distribution networks, water 
treatment systems and water supply lines, kindergartens, fitness centres and culture centres. 
The summarised amount of funding under the Igilik and Atyrau Bonys Fund Programmes 
amounted US $277 MM from 1993 to 2016.
Tengizchevroil has been implementing a Social Investment Programme (SIP) from 2010, with 
a large-scale coverage of the following areas: support of education, health care areas and 
support of socially responsible business. More than 50 projects have been implemented 
during the Programme lifetime. The SIP annual budget is about US $1 MM. 

BUILDS CURES TEACHES PROVIDES GAS SUPPLY
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At the solemn meeting to honour the 25th anniversary of 
Tengiz putting into operation, Ted Atchison, the TCO General 
Director, reminded of the contribution into the field development 
of first of all Kazakh oilmen, "I would like to express sincere 
gratitude to our entire stuff and those veterans, who 25 years 
ago produced the first oil. Conditions of their work and life were 
far from being comfortable, but they had a challenging goal and 
an elan to achieve it. We have travelled a long way during the 

twenty-five years, but the road goes on. Tengiz is a fortune of 
Kazakhstan".

It is obvious that natural wealth located in the subsoil of 
Tengiz multiplied by joint efforts of shareholders, Tengizchevroil 
personnel and the country Government shall serve Kazakhstan for 
a long time. The obtained results have become the basis to achieve 
new field development goals, develop the Oil and Gas Industry 
and the entire Republic. 

• 2016 – A final decision was made to fund the Future Growth Project – 
the Wellhead Pressure Management Project

• 2011 – TCO became the winner of the Paryz Business Social 
Responsibility Republican Contest Grand Prix

• 2010 – The amount of crude oil production reached 25 million 
tonnes a year

• 2008 – Implementation of the Second Generation Plant and Sour Gas 
Injection Facility Projects was completed 

• 2001 – The CPC pipeline to export Tengiz oil was put into operation

• 1999 – The Igilik Voluntary Social Infrastructure Programme was started

• 1998 – The Atyrau Bonus Fund Social Programme was implemented

• 1997 - Tengizchevroil completed the Debottlnecking (problem 
rectification) Project, which allowed a several times increase 
of annual oil production 

• 1993 – A Joint Kazakhstan-American Venture, Tengizchevroil, was 
established

• 1991 – The Tengiz Oil and Gas Facility was started up

• 1990 – A Letter of Intent was signed by Kazakh Tengizneftegas and 
American Company, Chevron

• 1986 – Construction of Complex Technology Lines KTL-1 and KTL-2 
commenced

• 1985 – a man-caused emergency happened; production at Tengiz 
was suspended

• 1979 – The Tengiz Field was discovered. Active drilling of 
development wells commenced

MAIN EVENTS OF THE TENGIZ FIELD 
DEVELOPMENT



KARACHAGANAK PROJECT
Karachaganak Petroleum Operating B.V.

Karachaganak is the first in the Republic of 
Kazakhstan giant pre-salt oil and gas condensate 
field, where gas resources are comparable with 
and even somehow exceed those of liquid 
hydrocarbons as oil equivalent. Gas initial booked 

resources amounted 1.35 trillion m3 at Karachaganak, those of 
oil and gas condensate were 1.2 billion tonnes. On the basis of its 
resources amounts and multi-component material composition, 
the Karachaganak Oil and Gas Condensate Field (KOGCF) is 
among unique ones. On the other hand, existence of a number 
of geological hazards at the KOGCF, which are similar to those 
of Tengiz, and even more specific picture of the Karachaganak 
resource base chemical and physical properties is added by a 
fundamental local issue. 

The point is that the selected concept of Karachaganak 
development initially requires joint production of liquid and 
volatile hydrocarbons and, as the basic principles of the upstream 
sector designs provide, continuous transportation of the product 
from the field to the consumption markets. 

Prior to the USSR destruction, the following technological 
and economic pattern functioned to solve the above issue: 
Karachaganak provided raw material production; the Orenburg 
Gas Processing Plant provided its separation into various 
hydrocarbon fractions and bringing it up to commercial 
conditions. The final market price of all the product types was 
determined somewhere in the still of the Union Ministry of Oil 
and Gas Industry offices. Revenues of the then Kazakh SSR, 

Kazakh Gas Field Department, Orenburg Gas Processing Plant, 
wages and salaries of local experts depended on decisions of the 
Ministry of Oil and Gas. Commercial interests of any link in the 
chain were of no significance for the Centre.

Attainment of sovereignty by the Republic of Kazakhstan, 
and independence by the Oil and Gas Sector destroyed the 
previous pattern of Karachaganak operation. That phrase is no 
way a journalistic template, as it was obvious that after the USSR 
destruction, relations between the Karachaganak Production 
Facility of Kazakhstan and Orenburg Processing Plant of Russia 
could not remain the same. And a comprehensive approach to 
Karachaganak operation was its main condition. 

Hence, implementation of the Karachaganak Mega Project 
became for the RK far from just a solution of the task to develop 
a gigantic field with immense amounts of production. Creation 
of such business mechanism, which would fill relations of the 
Karachaganak development providing partners with brand new, 
market-oriented, contents, would be of no less importance in 
that case. And what is more, with respect to the interests of a 
number of parties, as foreign investors were to participate in 
the Project, who, at first sight, looked like direct competitors of 
Gazprom. While the Orenburg Gas Processing Plant, as well as 
other industrial and business infrastructure to use the main part of 
Karachaganak products were owned by the Russian giant.

In the more conceptual and aggregate view, the Karachaganak 
Mega Project represents the process of energetic agreement 
achievement between Kazakhstan and Russia as two export 
oriented oil and gas states. Now it looks quite natural and mutually 
beneficial. In the early 1990s, Karachaganak business moved 
forward through complex and numerous obstacles and conflicts 
of interests…
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THE KARACHAGANAK OIL AND GAS CONDENSATE FIELD 
(KOGCF) 
 
Was discovered in 1979 in the West Kazakhstan Region not far from 
the Aksai town. From the geological zoning point of view, the area 
is located in the northern close to the slope zone of the Pre-Caspian 
Basin within the North Caspian Oil and Gas Bearing Province. First 
exploration operations started there in mid-1970s, after Sukhan 
Kamalov, the Chief Geologist of the Kazakh SSR Ministry of Geology, 
justified exploration at the Karachaganak area in the north-west 
of Kazakhstan in 1976 basing his justification on data collected 
by Soviet subsoil resources explorers. The Uralskneftegasgeologia 
Industrial Geological Association, which S.M. Kamalov headed 
as the General Director, was engaged in the exploration. 
In 1979, famous parametric well No. 10 produced the first 
gusher at Karachaganak.
The main body of the field occupies an area of above 390 km2. 
Geologists note that its height is 1600 metres, with the total 
pre-salt carbonate Upper Devonian and Low Permian deposit 
thickness up to 2000 m. The deposits occur at depths from 
3640 to 5270 m. 
The field, where the oil and gas reservoir formation top is at a 
depth of 3500 metres, is 1600 metres thick and is described by 
complicated operation conditions.
The density of Karachaganak condensate varies from 778 to 
814 kg/m³. The density of oil is from 810 to 888 kg/m³. 
Oil contains: up to 2 % of sulphur, up to 6 % of wax. 
The formation gas consists of 70 % of methane, 6 % of ethane, 
3 % of propane; concentrations of other gaseous admixtures 
exceed 20 %. Gas contains hydrogen sulphide, up to 4 %. 
Gas formation pressure is 600 atmospheres.
However, one of the main features of the Karachaganak Field 
is its gigantic concentration of resources within one huge natural 
reservoir. Due to that, the Karachaganak Field subsoil resources 
monetary estimates exceed all the financial costs of Regional 
and exploration operations for the entire history of their 
performance within the North Caspian Oil and Gas Province 
including the field development and operating costs in the course 
of Trial Production.



FROM KARACHAGANAK 
TO EASTERN GERMANY

While it was discovered in 1979, additional 
exploration was carried out at Karachaganak 
and it was prepared for commissioning during 
five years. During that time, the first unit with 
equipment to gather and process oil, gas and 

water from wells was constructed; Gas Condensate Processing 
Facility No. 3 (GPF-3) was commissioned. Trial Production 
started at the KOGCF in 1984. 

The field productivity grew rapidly, and already in two 
years, production rose to a level of 5 billion m3 of gas and 3 
MM tonnes of condensate. To bring sour Karachaganak gas up 
to commercial conditions and extract a number of commercial 
products, it is directed to the Orenburg Gas Processing Plant 
located 156 km away from the Field. 

Development of Karachaganak turned into an international 
project back then: it attracted experts from other oil producing 
Regions of the USSR, and also from Bulgaria, Czechoslovakia 
and Eastern Germany. It was not easy for people: temperature 
drops in that part of Kazakhstan are from 40оC below zero 
in winter to 40оC above in summer. But the main difficulties 
included hardness of rocks, through which operating wells were 
drilled. It was that factor that would have its adverse impact, 
which will be described later.

An increase of resources involved in development to 
improve productivity required drilling to considerable depths, 

down to 5 thousand metres. On the one hand, new state-of-the-art 
drilling technologies and equipment were required; on the other 
hand, reliable geological information on oil and gas bearing rock 
structures and formation responses to operation commencement 
were required too. 

Drilling was carried out in complex geological conditions: 
bottom-hole pressures reached 600 bar; temperatures were up to 
85 °С. Rock hardness produced still more difficulties. In addition, 
the formation fluid had a very strong corrosive activity due to 
high concentrations of carbon dioxide and hydrogen sulphide in 
Karachaganak material. It "ate up" equipment. Asphaltenes and 
wax, which accumulated and clogged wells, reduced the efficiency 
and distorted the real picture of oil and gas resources conditions 
at the LOGCF.

Karachaganak veterans note a high role of Uralskneftegaz-
geologia experts in solution of that issue. A super deep for that 
time well, Dolinskaya SG-1 Well, above 7 thousand metres deep, 
was drilled to analyse the local geological pattern. It was drilled 
with application of hydraulic turbine motors in combination with 
innovative drill bits of the USSR Super Hard Material Institute. 
It took a very short time for 48 wells 4800-5900 metres deep 
to appear at the field. It shall be recognised however, that fast 
drilling of deep, according to Soviet standards, boreholes did 
not guarantee their high quality, and later on, some of such wells 
turned into a source of problems.
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OILMEN LEFT 
the Government Behind

And still, the field faced really fundamental 
problems, when, together with the USSR 
destruction, economic ties of the Karachaganak 
Facility with the Orenburg Gas Processing Plant, 
Salavatnefteorgsynthesis and Ufa Oil Refinery, 

which brought condensate from Kazakhstan up to commercial 
product conditions, also changed. The partners wanted to buy 
Karachaganak raw material cheaper, and if it is processed as 
non-owned, to charge more, in accordance with world prices. For 
example, Gazprom agreed to buy Karachaganak sour gas for the 
same price, as they bought from their own producing subdivisions. 
In other words, US $1.5 for 1000 m3 only. Unstable condensate 
was bought at that time for US $3-7 per tonne. 

Under market conditions, money received from 
Karachaganak product sales ceased being enough for equipment 
repairs, well maintenance and work over. They started to stand by 
and production went down. The situation with salaries and wages 
went worse and worse. Operation at the gigantic field died away 
during that period. 

Kazakhstan faced an issue of looking for a partner, 
who would help to amend the current position and bring the 
Karachaganak Project up to its real nature of a gigantic and 
profitable oil and gas business. Hence, the President Nursultan 
Nazarbayev visited Karachaganak in the early 1990s. After the 
visit to the field and consultations with experts, he made a decision 
to attract foreign investors to the Project. In that case money to 
invest into development would not be enough. More progressive 
technologies, competences and equipment were required.

Kadir Baikenov, a Deputy Prime Minister, formed a 
Working Group in early 1992 to prepare an international tender 
to jointly develop Karachaganak. It included Kunduz Nupov, a 
Kazakhgasprom Concern Deputy Chairman, Valeriy Kazakov, 
the General Director of Karachaganakgasprom State Owned 
Company, Baktykozha Izmukhambetov, the Head of the State 
Geology Committee Deep Drilling Department, Uzakbai 
Karabalin, a Senior Referent of the Republic of Kazakhstan 
President Administration Industry Department and other experts. 

Soon, the RK Government announced a tender to participate 
in the Karachaganak Field development. It was the first precedent, 
when Kazakhstan arranged an international oil and gas tender. Two 
alliances competed in it. On the one hand, the now transnational 
British Petroleum with a Norwegian State-Owned Company of 
Statoil, and, on the other hand Italian Agip (a subsidiary of ENI) 
jointly with British Gas. 

The British and Norwegian alliance suggested a flow sheet, 
under which produced gas would be fully injected back into 
the formation up to 2020. The British and Italian development 
model was based on Production of both liquid and gaseous 
hydrocarbons. In addition, the Agip/British Gas alliance arranged 
a US $100-million international loan for the Kazakh State-Owned 
Kazvnesheconom Bank. In July 1992, the latter was granted a 

sole right to conduct negotiations in relation to execution of the 
Product Sharing Agreement at Karachaganak within 40 years. 

It is worthy to note that the first contacts with those investors 
took place as early as in late summer of 1991, when a group of 
Kazakh experts from Uralsk had a working visit to British Gas. 
The delegation also included discoverers of Karachaganak, who 
held several meetings and described Karachaganak prospects 
and peculiarities. Representatives of Agip also participated at the 
meetings. Actually, that visit of Karachaganak experts was the 
first "bridge" to arrange the future partnership. 

The main concept of the KOGCF development, which 
was worked out and determined by joint efforts, was based 
on acceptance and application of a comprehensive approach 
to solution of production tasks. It was suggested that a single 
technological system of Karachaganak resources comprehensive 
development, comprehensive use of new hydrocarbon treatment 
and pumping through a pipeline system technologies, and also 
their supply to oil and gas processing plants in Russia and Western 
Europe and transformation of raw materials into commercial 
products should be accepted. The feasibility study of that concept 
was developed by experts from Karachaganakgasprom JSC, one 
of Gazprom subdivisions.

However, the process of talks about conditions of their share 
participation in the Project took too long. The causes are clear: as 
mentioned above, too different interests and forces were supposed 
to integrate in the Karachaganak Project. 

The Kazakh Party exerted various efforts to work out 
the partnership conditions and model, which would satisfy 
participants with such unlike positions as those of Gazprom 
and Western companies. Talks were ongoing, in Kazakhstan, 
in Russia, in Moscow. Finally, on 2 March 1995, Agip, British 
Gas, Gazprom RJSC, KazakhGas Concern and the Republic of 
Kazakhstan executed a preliminary Product Sharing Agreement 
for Karachaganak. 

The signed document became the basis to establish the 
first International Operator, Karachaganak Operating Structure 
(KOS). KOS consisted of experts from the BG Group and Agip 
Alliance and Karachaganakgasprom JSC. After the agreement 
execution, KOS began to invest about US $70-80 MM annually 
into well work over at the field. So the work to restore production 
at Karachaganak commenced. KOS investments totalled US $200 
MM in 1995-1997. 

The scale of gas injection was the main issue during the 
above agreement preparation. Kazakh experts even considered 
the possibility to inject up to 120% of produced gas by way of 
its purchasing from Orenburg to achieve maximum recovery of 
liquid hydrocarbons. Discussions of that issue went on for more 
than a year; injection volumes from 20 to 80% of production 
were discussed. Finally, investors committed to inject at least 
40% of gas.



TO INVEST A DOLLAR 
AND RETURN NINE 

The plan of large-scale investments into development found 
reasons to hope for implementation after the Final Product Sharing 
Agreement (FPSA) was executed in November 1997. It was 
signed in the course of the President Nursultan Nazarbayev’s visit 
to the USA. (The North Caspian Project PSA was executed during 
the same visit, which will be described by the next Section). 

In the Karachaganak PSA, Russian LUKOIL and American 
Texaco, which later became a part of Chevron Corporation, joined 
the main participants, Agip and BG Group. LUKOIL replaced 
Gazprom at the request of the Russian gas giant including due to 
close and multifaceted co-operation of the two companies during 
that period. 

In addition, the Gas Corporation received guarantees that 
their Orenburg Gas Processing Plant would be used and loaded 
with Karachaganak raw material and was lukewarm concerning 
additional costs to produce it. In particular, hydrocarbon supplies 
were then planned to increase both via the pipeline between the 
KOGCF and Orenburg GPL, and via the Orenburg – Novopskov 
Main Line. It was supposed that the Orenburg Plant would 

process about 8 billion m³ of sour Karachaganak gas by 2008, 
and the amounts would increase up to 16-17 billion by 2012. As 
to LUKOIL, it strived to join Karachaganak development as a 
promising and large-scale business. 

Top Managers of the above listed companies signed the 
Karachaganak FPSA in the presence of Nursultan Nazarbayev 
and then Vice President of the USA Albert Gor. The partners 
established Karachaganak Petroleum Operating B.V. (КРО), 
which included Agip (32.5%), British Gas (32.5%), Texaco (20%) 
and LUKOIL (15%). Pursuant to the Agreement conditions, Agip 
and British Gas became a single Operator of the Project.

The Agreement was executed for a period of 40 years and 
came into effect on 27 January 1998. Nursultan Nazarbayev said 
at the moment, "Oil resources there are estimated at 1.1 billion 
tonnes. Project capital investments will be US $10 billion; the 
planned revenue from the field development is US $90 billion, 
80% of which will belong to Kazakhstan". 

KEY PARAMETERS OF THE KARACHAGANAK FPSA:

• The validity period shall be 40 years to 2037,
• Funding by phases,
• Annual investments into social projects amounting US $30 MM a year,
• Environmental activities,
• Supply of 20 MW of power to the Aksai town and the closest settlements,
• Creation of up to 20000 jobs in the course of the Project Construction Phase, 
 80% of which shall be provided to Kazakh nationals, 
• Commitments to employ and train Kazakh nationals.
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Uzakbai Karabalin, who was a Vice President of Kazakhoil 
NOC at the time of Karachaganak FPSA execution, explained 
why the RK did not enter the Project at that stage, "Kazakhstan 
very seriously reviewed entering the Karachaganak Consortium. 
But we renounced the idea. First of all, under the Final PSA, 
the Republic anyway received a part in the product sharing 
without liabilities to invest, a considerable contribution of 
which was required from the Consortium Parties. Secondly, 
Kazakhstan had insufficient investment potentials at the time 

of the Agreement execution. However, we reserved the right to 
do it in future. The Minutes to the Final Agreement specified 
that Kazakhstan had a right to claim a 10 percent participation 
in the field development on condition the Republic could make 
an additional contribution to the Project, which would allow an 
improvement of its efficiency. We used the opportunity, when 
"KazMunayGas" NC built up the potential to participate in the 
Karachaganak Project with full rights".

RK Profit as a Product Share and Taxes

The Republic still had to solve that particular important 
issue, but Kazakh Authorities wisely and efficiently used then 
the very facts of the Karachaganak (and also Kashagan) PSA 
execution to achieve the maximum attention of the global 
investment professionals. The news that an alliance of companies 
had won the tender for further Karachaganak development 
was announced at a wide presentation of oil and gas geology 
of Kazakhstan in Houston, one of the greatest world centres of 
oil business. Representatives of 38 oil companies from various 
countries were present at the presentation. 

A Conference, Trading and Investment Opportunities and 
Geostrategic Importance of Kazakhstan was held during the same 
Nazarbayev’s visit in the Washington Gallaudet University and 
meetings with the world mass media took place. On those days 
they all, same as various politicians and experts, spoke of the 
importance of Kazakhstan, of our role in the Caspian Region, 

of future oil supplies from our country on the world markets. It 
was for the first time that Kazakhstan announced itself and 
its oil and gas treasures on such a large scale on the global 
stage. The international investment community received a 
vivid demonstration of business prospects in the Republic, 
which laid the foundations for many agreements in the oil and 
gas area in future.

The Karachaganak Agreement itself outlined the following 
goals. In the production area: achievement of the maximum oil 
and gas condensate production level amounting 12 MM tonnes a 
year and 25 billion m3 of gas. In the financial area: Kazakhstan’s 
reception of US $375 MM as a bonus, and a revenue of at least 
US $48 billion during the 40 years of the Agreement validity. 
KPO also committed to construct new industrial facilities, which 
would provide Karachaganak product entry to the world market.

"Oil resources there are estimated at 1.1 billion tonnes. Project 
capital investments will be US $10 billion; the planned revenue 
from the field development is US $90 billion, 80% of which will 
belong to Kazakhstan."

Nursultan Nazarbayev,
the President of the Republic of Kazakhstan

Received from: KPO B.V. 

Profitable Material of the Republic Taxes and other Payments
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HAZARDOUS

"HERITAGE"
Karachaganak Petroleum Operating B.V. was issued 

a State License to develop the field on 17 January 
1998, and the FPSA came into legal force on 27 
January. The КРО B.V. Consortium was registered 

in the Netherlands on 27 July next year, and on 19 November 
1999 in Kazakhstan.

It shall be noted that in the early days after foreign subsoil 
resources users came, the mostly urgent production goal at 
Karachaganak was to work over wells drilled during the Soviet 
time. Issues of cratering, intercasing pressure, large-scale 
emissions of sulphur dioxide had to be solved. Such wells are 
hazardous to operate, they are considered unserviceable and 
shall be either worked over or abandoned. Considerable financial 
resources were spent on work over of such boreholes. 

Some oilmen grumbled then that it would have been 
easier to drill new wells rather than perform so large-scale and 
labour consuming work over operations. But it was not only 
to return inoperable well stock to operation why old wells had 
to be worked over. Drilled in the course of intensive drilling 
boreholes presented an environmental hazard for local residents 
and nature. That was why КРО B.V. eliminated emergencies in 
wells and, depending on particular circumstances, suspended 
them, abandoned or transferred to another operation method, 
changed process purposes of boreholes and eliminated losses of 
containment in strings. And produced at the same time. 

Clearing out of fail places of the past and elimination of 
their risky consequences, those were successfully solved tasks of 
the Karachaganak Oil and Gas Condensate Field Development 
Phase I.

Improvement of the field product sale conditions might 
refer to commercial successes of КРО B.V. of that period. 
Karachaganak gas was sold at a price of US from $3 to $8 for 
1000 m3, after the material was processed by the Orenburg Gas 
Processing Plant, and unstable condensate was sold for US $38 
per tonne, depending on the rouble/dollar rate. 

Earnings from the business increased, so the Second 
Phase of operation expansion, which implementation the 
Karachaganak Consortium commenced in 1999, outlined 
a rather wider set of tasks:
• Reconstruction and work over of above 100 previously 

drilled operating wells, 
• Upgrading of existing facilities (infield pipelines and 

injection wells),
• Construction of a Gas Condensate Processing Facility,
• Gas Reinjection Unit, 
• Construction of a Power Plant 120 MW in capacity, 
• Development of well sites, 
• Construction of an Accommodation Camp,
• A Railway from Aksai to the Field, 
• Access roads to well sites and other infrastructure blocks,
• And the main thing, construction of the Aksai-Bolshoi 

Chagan-Atyrau pipeline, with a throughput of 12 MM 
tonnes a year.
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Some oilmen grumbled then that it would 
have been easier to drill new wells rather 
than perform so large-scale and labour 
consuming work over operations. But it 
was not only to return inoperable well 
stock to operation why old wells had to 
be worked over. Drilled in the course of 
intensive drilling boreholes presented an 
environmental hazard for local residents 
and nature. That was why КРО B.V. 
eliminated emergencies in wells and, 
depending on particular circumstances, 
suspended them, abandoned or transferred 
to another operation method, changed 
process purposes of boreholes and 
eliminated losses of containment in strings. 
And produced at the same time. 



KARACHAGANAK EXPORT

Commissioning of the Aksai – Bolshoi Chagan – Atyrau Pipeline allowed КРО B.V. to ship the first lot 
of oil from CPC Marine Terminal near Novorossiisk in June 2004. Later on, the Consortium annually 
directed about 10 MM tonnes of liquid hydrocarbons to the CPC system and above 8 billion m3 a year 
to the Orenburg Gas Processing Plant. 
In 2015, about 95 % of produced liquid hydrocarbons were shipped as stabilised oil via the CPC 
system and that of Transneft via the Atyrau – Samara pipeline. 
The route diversification reflects diversification of market outlets. The CPC pipeline delivers КРО B.V. 
products to the Black Sea Region, Atyrau – Samara pipeline delivers to the Ust Luga Port at the Baltic 
Sea. Those are the ways to provide sales of the products on such different markets as Southern and 
Northern Europe. 
The extension of CPC throughput allowed КРО B.V. to send to export a record amount of oil, 9.4 MM 
tonnes in 2015. At the same time, about 0.7 MM tonnes of oil were shipped via the Atyrau-Samara 
pipeline. The remainder of liquid hydrocarbons is partially supplied as unstabilised condensate to 
Russia via the Orenburg Gas Processing Plant, and partially to the local Kazakh market. 
After 2017, when the full extension of the CPC system throughput is completed, export transportation 
potentials of Karachaganak partners will further extend.
The Kazakhstan-China Oil Pipeline availability, which is connected to the oil hub in Atyrau, 
leaves КРО B.V. with an export option in the eastern direction as well.

are Better than One
TWO PIPES 

By that time Karachaganak shareholders and 
Kazakhstan commenced discussions of 
various options to export liquid hydrocarbons 
from the field. The mostly principal option to 
solve the issue would be construction of the 

Aksai-Bolshoi Chagan-Atyrau pipeline to tie in to the Caspian 
Pipeline Consortium system. The rout would eliminate transit 
risks for Karachaganak subsoil resources users and provide a 
higher price of their condensate on the international market. 

However, the option of export flow diversification was 
selected in the long run. The Consortium announced construction 
of a new pipeline from Bolshoi Chagan to Atyrau, with a tie 
in to the future CPC as the main route in June 1999. For that 
purpose, Karachaganak shareholders and KazTransOil JSC signed 
a special Memorandum on 18 June 1999, with amendments of 
and additions to the Karachaganak FPSA. At the same time, a 
Memorandum of Karachaganak Liquid Hydrocarbons Shipment 
to Samara was executed. Such integrated oil transportation and 
sales approach also improved international environment around 
the Project and facilitated the consensus between Kazakhstan and 
Russia in the KOGCF development. 

On the basis of the Memorandum of the new pipeline 
construction issues, Shearman & Sterling developed Draft 

Agreement on Amendments No.1 to the FPSA of the 
Karachaganak Oil and Gas Condensate Field Contract Area, 
which was submitted for review to concerned Ministries and 
Agencies, as well as KazTransOil in October 1999.

The oil pipeline 460 km long would connect, as noted by 
КРО B.V. employees, Karachaganak, one of the largest fields 
in Kazakhstan, with the CPC system, which would allow daily 
pumping of up to 7 MM of liquid hydrocarbons. Later on, the 
pumped amount was expected to increase to 12 MM. A route with 
a high throughput would provide a possibility for the KOGCF 
Operation Project to increase production for the long term.

That transportation breakthrough was an achievement 
of КРО B.V. and one more success of the Caspian Pipeline 
Consortium; but, which is the main point, it was a new level 
of the RK oil policy implementation. The Republic attained 
a considerable increase in production, export and oil revenue 
owing to the Ural hydrocarbons utilising synergy of projects in 
various Regions and sectors of its Fuel and Energy Industry. The 
country achieved it due to identification of correct investment and 
industrial priorities, due to involvement of Kazakhstan industrial 
and political potentials to provide them.



Investors Decoration 
Holders

Construction of the Karachaganak Processing Complex 
(KPC) commenced in 1999; one of the largest international 
contractors, Consolidated Contractors Company, and its Kazakh 
Partner, Burlingasstroy JSC, were entrusted to construct. A 
Power Plant 120 MW in capacity was commissioned in 2001, 
and priority facilities of Phase II were prepared for operation 
in 2003. A Gas Processing Facility (Unit-2) was constructed, 
which became the finishing technological part of the single 
system of interrelated and interdependent process units to provide 
production at Karachaganak. 

Raw material is supplied to Unit-2 from 21 producing 
wells. In addition, the Unit is connected to several wells, which 
product is supplied to Knock-out Drums, where it is separated 
into three phases. The gas fraction is directed to the drying lines 
prior to compression. In its turn, the compression system of 
Unit-2 is represented by a BPS-2 (Base Pumping Station) set. It 
consists of three reinjection compressors with a total capacity of 
22 MM m3 of raw material a day and a pressure of 70 bar at the 
system inlet and an injection pressure of 550 bar at the outlet, at 
which the dried gas returns back to the formation via a system 
of injection wells. 

The KPC processes oil condensate, which is supplied from 
44 producing wells and from facilities of Unit-2. Oil and gas 
are separated by primary separators. Oil is supplied through 
stabilising lines, and resulting liquid hydrocarbons are pumped 
into the Karachaganak – Bolshoy Chagan – Atyrau pipeline, 
which was put in operation in the meantime.

An official ceremony of KOGCF Development Project 
Phase II facilities commissioning was held in August 2003. The 
RK President Nursultan Nazarbayev took part in it. Starting 
operation of KPC, one of the largest facilities constructed by 
KPO B.V., Nursultan Nazarbayev said, "The Karachaganak 
practice will be useful at the largest Tengiz Field and Kashagan 
offshore structure. It will allow efficient use of Kazakhstan subsoil 
resources. Our oilmen learn on that basis to transfer experience to 
other facilities. It is very important". 

Highly estimating merits of the Karachaganak Consortium 
and Contractors, the President decorated Pietro Cavanna, the 
Deputy Chief Executive Director of Eni, Nurlan Kuanshaliev, 
the Intergasstroy JSC President, Zhakip Marabaev, the 
"KazMunayGas" Managing Director and John Morrow, the KPO 
B.V. General Director, with the Kurmet Order. 

J. Morrow underlined the role of Kazakh partners at the 
ceremony, "Karachaganak is a magnificent field, with a brilliant. 
We are celebrating today laying of its foundation. This Project 
is an example of how foreign investments translate into reality. 
However, the current achievement is not just a sample of an 
investment success, but also that of technical innovation and 
successful cooperation with State Structures, in particular, with the 
Ministry of Energy and Mineral Resources and "KazMunayGas" 
National Company." (By that time about 7 thousand people were 
employed at the Karachaganak Field, 6 thousand of which were 
Kazakh nationals).

Order of Honour (Құрмет means "Honour", "Respect" in Kazakh) 
is a Republic of Kazakhstan Order, established in 1993.
Citizens are awarded the Order of Honour for their merits in the economy, 
social sphere, science and culture and education development, for exemplary 
service in State Authorities and vigorous public activity.
The Order has no degrees.
The Order symbol is made of silver and represents a gilded five-point star, which 
rays are covered with green enamel and end with Kazakh ornament elements. 
There are silver shtrals between rays as divergent beams.There is a circular blue 
enamel medallion in the centre, with the golden sun image. A red enamel ribbon 
is under the medallion, with the red lettering of ҚҰРМЕТ.
The symbol hangs on a hexagonal medal-ribbon brooch with the help of a link 
in the form of a Kazakh ornament element; the medal ribbon is covered with a 
decoration ribbon.
The decoration ribbon is silk, moire, blue, with a white stripe in the middle 
edged with red stripes of lesser width.
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KARACHAGANAK
Transfers to the Next Phase
Commissioning of the facilities constructed under the plan of Phase Two 
allowed a rise of production already in the next year, 2004, up to 8.5 MM 
tonnes from 5.9 MM. From that time and on, production of liquid hydrocarbons 
at the KPGCF is maintained within a range of 11-12 MM tonnes a year, 
with short periods of growth. 

(See Liquid and Gaseous Hydrocarbon Production at the Karachaganak Field).
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Continuation of the Karachaganak Processing Complex 
development provides commissioning of the 4th liquid 
hydrocarbon stabilisation and treatment process line. It includes an 
additional condensate stabilisation and treatment line, expansion 
of the current KPC output structures, about 13 wells and one 
more sour gas compressor. It also includes an additional set of 
condensate buster pumps, condensate pumping out pumps and two 
infield pipelines with appropriate ties in at Unit-3 and the Early 
Oil Production Satellite.

KPO B.V. employees note that the Karachaganak Field had 
been developed to deplete during 20 years. The Second Phase 
of development commenced at the KOGCF in 2004, which was 
based on formation pressure maintenance (FPM). 

Creation of new facilities to maintain formation pressure 
improves liquid hydrocarbon production. And the dry gas cycling 
process (reinjection) application allows its use as a "conveyor 
belt". Wells bring sour gas with high condensate concentrations 
up to the surface; liquid HC are separated, and a part of dried gas 
is injected back to continue the circulation in accordance with the 
new Karachaganak Operation Flow Sheet. 

In the meantime, reinjection had started several years 
before than that at Tengiz. Nuovo Pignone compressors at the 
Gas Reinjection Unit were samples of the mostly advanced 
technology; they pumped highly sulphurous material at a pressure 
of up to 58 MPa. The total amount of gas reinjection exceeded 86 
billion m3 from the FPSA valid on date to 2016.
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KazRosGas
will Give Much

As described above, sales of KOGCF gas relate to Gazprom 
capacities and opportunities. Kazakhstan and Russia executed 
the first in the Gas Industry International Agreement in 2001 to 
provide mutual benefit in that chain. It was particularly devoted to 
conditions of Karachaganak gas sales. KazRosGas was established 
on the basis of the executed International Agreement and 
registered in the RK as a joint venture, where "KazMunayGas" 
and Gazprom had equal share interests. The main objective of the 
Joint Venture was to sell Karachaganak gas and other gas from 
Kazakhstan. (Article 2 describes the Agreement and KazRosGas 
LLP activities in detail). 

It is known that gas produced at Karachaganak is only 
partially re-injected into the formation to maintain formation 
pressure. The remainder is either sold as untreated material under 
a long-term contract to KazRosGas, or treated to remove sulphur 
and used to generate power. It is used by KPO B.V.; it is sold to 
local power distribution companies, Aksaienergo LLP and Batis 
Energoresursy LLP. However, external supplies make up the main 
portion of commercial gas, and it is the situation in that area, 
which is of immense significance for subsoil resources use at the 
Karachaganak Field. 

Well, after KazRosGas establishment, the Karachaganak 
Consortium considerably increased amounts of natural gas 

sales. Moreover, it tried to use new resources and opportunities 
for that. E.g., KPO B.V. sent to the Orenburg Gas Processing 
Plant 8.8 billion m3 of raw material as a result of successful 
implementation of a "summer gas" sale additional programme, 
which became a record amount. (At the same time, the first line 
of the Karachaganak-Uralsk gas pipeline was put into operation 
in 2009, which improved gas supply in the Region).

That is why it was natural that KPO B.V and KazRosGas 
extended the sale and purchase agreement in June 2015 to 2038 
inclusive. The Parties are satisfied with the partnership, as after 
the KazRosGas was established, it played an important role in 
provision of that radical rise of production at Karachaganak in 
the second half of the 2000’s, which is reflected by the KPO B.V 
Production Schedule. 

After a period of 15 from the Kazakh/Russian venture 
establishment, it is obvious now that it has been a very efficient 
company and rather profitable for Kazakhstan. The Company 
reached world prices in export; KazRosGas solves issues of 
Karachaganak gas sales on the mutually beneficial basis.

However, solution of produced Karachaganak gas export issue 
was of great importance for the Field future development. 



How to Buy 10 %
in Karachaganak Petroleum Operating B.V.

The Republic political development, as well as 
"KazMunayGas" NC economic and corporate growth, lead both 
the country and the National Company to new opportunities 
and objectives by the end of the 2000’s. The State and Industry 
Leadership set a goal for the Kazakh Party to enter the 
shareholding structure of Karachaganak Petroleum Operating 
B.V. "KazMunayGas" established PSA LLP to solve the task and 
implement the national policy in oil and gas projects on the basis 
of PSA. (For details, see PSA Partnership for PSA of Kazakhstan).

Timur Kulibayev, who had worked as a leader in the Oil 
and Gas Industry and Samruk Holding, was just an initiator of 
"KazMunayGas" NC entering the Karachaganak Mega Project. 
This is the way he describes the idea implementation, "By the 
time of talks about the Kazakh Party’s entering the Karachaganak 
Projects, "KazMunayGas" had had a successful track record as a 
shareholder in another major project, Tengiz. I was one of those, 
who insisted on Kazakhstan’s reception of at least 10 percent 
share in Karachaganak. There were alternative suggestions, 
which provided purchasing of a smaller share. Sauat Mynbayev 
was vested in negotiations, and, notwithstanding numerous 
hardships and disputes, managed to achieve purchasing of just 
10% in the Project. 

Economic disputes may arise in the course of any project 
implementation, especially such ambitious; the partners try 
to settle such disputes by various ways: fines, a license recall 
or contract conditions amendment, etc. In our case, foreign 
project participants were offered to settle the economic dispute 
and compensate existing Government claims by way of the 
Kazakhstan economic interest increase. It should be noted that 
we did not press the partners in the course of negotiations, did not 
create any controversies and never reached arbitration. As a result, 
we bought that share at fair estimate. So, we can say that the 
Karachaganak deal was successful enough for "KazMunayGas".

Karachaganak is a brilliant project, which paid back all the 
costs as far as five years ago and yields dividends to shareholders".

Entering the Consortium allowed the National Company 
to better control and influence investment intentions and their 
implementation at Karachaganak. In addition, the Project 
remained the only large oil and gas business of the time, where 
national interests were not represented by shareholding. 

At the same time, Kazakhstan and "KazMunayGas" 
Leadership had strongly supported КРО B.V. in international 
issues in previous years, which facilitated development of the 
Karachaganak Mega Project. On the other hand, economic 
dispute rose between the partners and the Government, when new 
Kazakhstan plans appeared. The Government imposed an export 
duty on КРО B.V., and the British shareholder at that time, British 
Gas, challenged it filing a claim with the arbitration first; but then, 
by the way, they withheld it. In its turn, the RK Tax Police laid 
claims to the Consortium that they set their recoupable costs in 

2002-2007 and estimated the underpayment to the State Budget 
at above US $2 billion.

We can understand reluctance of the investors to assume 
an additional tax liability, even established for all the subsoil 
oil resources in the RK. However, such costs of КРО B.V. 
shareholders looked much more moderate than their revenue 
growth, which was achieved not only due to the investments 
made, but also the political assistance of the Kazakh Party. 
Especially in the solution of the Consortium export issues. In 
addition, speaking of "KazMunayGas", one cannot but admit that 
the Company corresponded to the international class by that time 
as far as its corporate level development was concerned, and its 
investment potentials were supported by the main shareholder, 
Samruk-Kazyna. 

The evolved Karachaganak collision was settled in 
accordance with the nature of the Kazakhstan investment policy, 
when commitment to principles goes with an urge to trade off. 
Kazakhstan entered the Project in June 2012 receiving 5% in 
exchange for settlement of economic disputes and buying 
5% more for USа $1 billion. Additional costs amounting $2 
billion were provided by the State Budget for 2012 to pay for 
the "KazMunayGas" purchase of the 5 percent share in КРО 
B.V., with added taxes. The Consortium immediately returned 
US $1 billion as taxes for the share in the Project sale. And for 
the remaining US $1 billion, the Consortium granted a loan to 
"KazMunayGas", so the money should also return to the State 
Budget via the Samruk-KazynaNational Fund. 

As it is today, shares of participation in the Karachaganak 
Project are distributed as follows: International Shell and 
Italian Eni own 29.25% each; American Chevron (which earlier 
absorbed Texaco) has 18%; Russian LUKOIL owns 13.5%; the 
Republic of Kazakhstan has 10%. (Shell purchased BG Group 
in early 2016)…

Sauat Mynbayev, who was the RK Minister of Oil and 
Gas in 2012, distinguishes economic results of the deal, "There 
were specific difficulties in the course of negotiations. But 
Kazakhstan showed that, the country was ready to facilitate 
strengthening and development of the international cooperation 
to the maximum. RK participation in the Karachaganak Project 
shall bring additional revenue amounting from US $3.3 billion 
to $5 billion as cash flows, from US $1.4 billion to $2 billion as 
discount cash flows (NPV) of "KazMunayGas" during the entire 
remaining FPSA validity period. The additional revenue amount is 
pegged to oil prices for the period from 2012 to 2037. The amount 
of inpayments will also depend on the scenarios of the further 
Karachaganak Field development; hydrocarbon production there 
will rise if Phase 3, which provides for a considerable production 
growth, is approved by the Authorities and implemented".
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PSA PARTNERSHIP FOR PSA OF KAZAKHSTAN

"KazMunayGas" National Company established PSA Limited Liability Partnership 
(LLP) in June 2010, and later transferred its 100 percent share under management 
of then RK Ministry of Oil and Gas, later transformed into the Ministry of Energy. 
PSA LLP. functioned as an Authorised Body in relation to Product Sharing Agreements 
in the North Caspian and Karachaganak Projects. It was entitled to participate in 
Managing Committees and other managing bodies related to the above Projects. 
Actually it was granted duties and rights previously pertaining to "KazMunayGas". 
PSA LLP. acted under powers of attorney issued by the RK Ministry of Energy from 
mid-2010 to June 2016, and now it acts on the basis of the Republic Government 
Decree. Bolat Akchulakov, who was the PSA LLP General Director in 2010-2011, 
pictures details of the Partnership development, "When the issue of Kazakhstan 
entering the Karachaganak Project as a shareholder rose, long and intricate 
negotiations commenced with other participants. I was entrusted to urgently put 
together a team and establish a company to be controlled by the Ministry of Oil and 
Gas to conduct the negotiations.
I had to establish it from scratch, from development of the Articles of Association, 
registration and thinking up of its logo. I took the Kazakh leather vessel image as 
the logo base, turned it right and made it look like a figurative arrow. It became 
a symbol of combination of a national appeal and indication that we were moving 
in the right direction. I also had to think about the title; it was too long as far 
as the formal content was concerned, an Authorised Body for Product Sharing 
Agreements... It was impossible to select an abbreviation. 
Then I said, "Let us call it simply, PSA". The title literally meant, the Production 
Sharing Agreement, but it was what it was about … 
It took us two years to negotiate about Karachaganak, but we managed to come 
to agreement with the foreign partners about Kazakhstan’s entering the Project".



RESULTS
Exceeded Expectations

Actual liquid hydrocarbon production exceeded the 
plan in 2016 by 64.2 K tonnes and reached 11.6 
MM tonnes; the gad gross production was 17.7 
billion m³ being ahead of expectations by 137.7 
MM m3. Gas utilisation index reached 99.85%, 

i.e., the world class level. The total amount of liquid hydrocarbon 
production in the stable equivalent exceeded 155 MM tonnes from 
the time of the FPSA validity commencement through 2017, and 
aggregate gas production was 223 MM m3, about 87 billion m³ of 
which were re-injected.

The New Well Drilling Programme and their connection to 
infield facilities continues at the KOGCF. Total of 412 wells have 
been drilled during the entire history of Karachaganak operation. 
The current operating well stock amounts 146 units, 109 of which 
are producers, 17 more are injection wells, and the remainder are 
out of operation waiting on final decisions about their fate. 

What is already clear is that qualitative changes keep taking 
place at the field during recent years. State-of-the-art production 
technologies are increasingly applied there. Scopes of horizontal 
drilling grow, both from existing boreholes, and in new ones. 
Application of promising and highly productive coiled tubing 
technologies expands due to the above work. A national drilling 
record was broken in 2015 at Karachaganak, when Well No. 9848 
reached a total length of 6662 metres along the borehole with a 
horizontal deviation up to 1400 m! It is currently the longest well 
in Kazakhstan. 

In accordance with data published by the International 
Association of Oil and Gas Producers, IOGP, indicators of KPO 
are still much higher than average European and international 
indicators in the Oil and Gas Producing Industry.

The further field operation plan provides for implementation 
of a number of projects: Western Zone Development, Processing 
of Highly Sulphurous Liquefied Gas, Upgrading of Gas Facilities 
at the KPC and Upgrading of Gas Injection Facilities at Unit-2. 
Their implementation is scheduled for the 2016-2020 period, with 
investments totalling about US $1.2 billion. 

Same as in the Tengiz Mega Project, expansion of 
development is planned at Karachaganak as well. The subsoil 
resources user assumed the Karachaganak Project Development 
Concept (Karachaganak Expansion Project, KEP) in 2013 having 
reviewed several production scenarios. 

An option, which provides an increase of liquid hydrocarbon 
recoverable resources, growth of production and amounts of gas 
reinjection, with maintenance of commercial methane stable sales 
at a level of 8-9 billion m3 in the long run was considered mostly 
practical. The Project Operator is currently developing the concept 
of KEP-1 and preparing Basic Designing. The KEP-1 Project 
implementation start is scheduled for 2021.

Current results of the Karachaganak Mega Project exceeded 
the mostly ambitious expectations, when the FPSA was executed 
in 1997. Product sales proceeds from 1998 up to nowadays 
totalled US $68.8 billion. The consolidated revenue of the Project 
implementation, without costs, reached US $45 billion, and the 
Kazakhstan proportion as taxes and profit due to product sales 
exceeded US $29,0 billion. 

Already in 2007, the Karachaganak Mega Project returned 
all the investments being far ahead of schedule predicted at the 
beginning of its implementation.

Currently, Karachaganak development is at the stage of Phase II Maintenance, 
Phase IIМ. The task is to maintain the achieved level of 17 billion m3 of gas, 
about 8 billion of which is commercial methane.
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600 Million Dollars 
and More for the Social Sphere 

The local content proportion in goods, work and services 
for KPO B.V. amounts today 48.8 % or above US $580 MM. 
The Consortium is the largest employer in the West Kazakhstan 
Region, which provides thousands of jobs designed for a long-
term period, with competitive salaries and wages. The total 
number of KPO B.V. personnel was 3990 people as of the end 
of 2016, 92 % of which, or 3682 people were Kazakh nationals. 
Many Kazakh residents work in the Consortium itself, and 
even more of those are employed by contractors. In general, 
the Karachaganak Mega Project caused appearance of about 
140 thousand jobs in Kazakhstan, which is comparable with 
the number in the entire Fuel and Energy Industry of a medium 
energetic state.

We neither shall forget about the multiplying effect. 
Experts from the entire country and abroad come to Aksai 
and Uralsk, and they need accommodation, foodstuffs and 
various services. The consumer demand encouraged by the 
Karachaganak Project creates new opportunities to develop 
small and medium business in the West Kazakhstan Region. As 
a result, the majority of the Region residents witness well-being 
growth. In total, the Karachaganak Consortium invested US 
$604 MM into the West Kazakhstan Region social infrastructure 
development during the entire period from the beginning of its 
activities to the end of 2016.
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1979 – The Oil and Gas Condensate Karachaganak Field 
was discovered.
1984 – Karachaganak Trial Production commenced.
1992 – An international tender was held for participation 
in the field joint operation.
1995 – An agreement was executed with Agip and British 
Gas Group related to production sharing principles.
1997 – Companies Chevron and LUKOIL entered the 
Karachaganak Petroleum Operating B.V. Consortium.
The Final Product Sharing Agreement was executed 
with a validity period of 40 years.
1998 – The Final Product Sharing Agreement took effect.
1999 – Construction under Karachaganak Development 
Phase II started.
2001 – A railway branch was commissioned from Aksai 
to Karachaganak; a Power Plant at the Karachaganak 
Processing Complex (KPC) was put into operation.
2002 – The Aksai-Bolshoi Chagan-Atyrau Pipeline was 
put into operation.
2003 – The President Nursultan Nazarbayev places oil 
production of Phase II into operation.
2004 – The first Karachaganak oil was shipped from 
the KPC Marine Terminal.

2007 – The Contract for gas supply was agreed 
between KPO B.V. and KazRosGas.
2011 – The 4th condensate stabilization train was 
commissioned at KPC.
2012 – "KazMunayGas" NC entered the Karachaganak 
Consortium.
2013 – The maximum amount of oil during scheduled 
production work was recorded, 136.0 MM barrels of oil 
equivalent.
2014 – A record level of production was achieved at 
Karachaganak, 142.5 MM bbls of oil equivalent a year.
2015 – KPO B.V. and KazRosGas LLP executed a Gas 
Sale and Purchase Agreement up to January 2038.
2016 – On the eve of the Republic of Kazakhstan 
Independence 25th anniversary, KPO B.V. successfully 
completed 17 significant social projects in the West 
Kazakhstan Region, with a total amount above US $36 MM.
This Option is a Final KPO Draft:
2017 – Relocation of Beriozovka and Bestau villages was 
completed. The 20th anniversary of FPSA execution was 
celebrated.

MAIN EVENTS OF THE KARACHAGANAK FIELD DEVELOPMENT
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NORTH CASPIAN 
PROJECT
Kazakhstan Caspian Shelf 
Development

NURSULTAN NAZARBAYEV 
Calls to the Shelf

Kazakhstan is a continental state, but oil and gas value of its Caspian shelf makes 
the offshore part a strategic reserve of the Republic. As far as hydrocarbon resources 
are concerned, and economically, and for the technical development of the country. 
The shelf concentrates 75-80 % of the domestic hydrocarbon material base; if total 
predicted recoverable resources in Kazakhstan are 17 billion tonnes, 14.1 billion tonnes 
of oil equivalent fall on the Caspian Sea Kazakh Sector (CSKS), which area is 130 000 
km2. Development of Caspian natural stores is a guarantee of the RK well-being for the 
entire XXIth century and a good deal of the next one. But the basis of such benefits 
and prospects was established during the first decades of Independence.

It seems amazing that when the country and its leadership 
had to step by step get out of the destroyed USSR 
ruins, solve continuously attacking current political 
and economic issues, the strategic long-term prospect, 
Caspian Shelf, was at the same time identified. In 

some specified sense, it was the same for Kazakhstan, as 
America was for Europeans, Siberia for Russians and El Dorado 
for conquistadors several centuries ago. A realm of singular 
opportunities and great secrets. The difference was that this part 
of the Caspian Sea historically belonged to Kazakhstan. However, 
after the fall of the Soviet Union, exact marine boundaries of 
Pre-Caspian States had to be agreed and delimitated, so the 
political aspect added risks to the shelf development. And it 
was the shelf that required revolutionarily new technologies, 
multibillion investments, which amounts were just guessed at that 
time as immense. A characteristic feature of oil prospects at the 
Caspian shelf was its insufficient exploration maturity. Geological 
conditions of offshore field development are, for obvious reasons, 
more complex than those onshore, and the amount of required 
specific investments is much more significant. 

Under so complex input conditions, the President 
Nursultan Nazarbayev decided to develop the sea depth treasures 
of Kazakhstan. On his instructions, on 13 February 1993, the 
Cabinet of Ministers passed the Resolution, On Establishment 
and Development of Hydrocarbon Material Production within the 
Kazakh Part of the Caspian Sea. That was the reference point of 
the Kazakhstan Offshore Oil Era. Hydrocarbon resources of the 

Kazakh part were estimated at that time at 4.5 billion tonnes of 
oil equivalent, with a potential to increase by 3.5 billion tonnes as 
a result of additional exploration. Even within that scope, which, 
as it is clear today, was much below reality, offshore resources of 
the Republic of Kazakhstan considerably exceeded the onshore 
Oil and Gas Sector resources.

A full-scale exploration, and moreover, development of 
Caspian hydrocarbons was a task, which was assigned to the 
Oil and Gas Sector of Kazakhstan for the first time. (Surveys of 
separate and isolated Soviet Union geological companies covered 
a little more than a half of the Caspian Sea Kazakh Sector; the 
majority of wells were spudded at wrong locations). The current 
plan of independent Kazakhstan was many times more complex 
even as compared with implementation of such mega projects as 
Tengiz and Karachaganak. No matter how difficult development of 
those deep pre-salt giants was, Kazakh oilmen were experienced 
in operation of onshore geological structures. Development of 
offshore facilities was an unprecedented and ambitious plan. 
Nevertheless, the above Cabinet of Ministers Resolution 
established a State-Owned Company, Kazakhstan Caspian 
Shelf, to which all the available data of offshore explorations 
accumulated during the Soviet period were transferred. It was 
assigned to carry out surveys and produce oil and gas in the 
Caspian Sea and other national waters of the RK. But the main 
task was as follows: the Company had to find foreign partners.
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THEY CAN BE 
TRUSTED

Baltabek Kuandikov, a very experienced oil 
engineer and geologist, Republic of Kazakhstan 
Deputy Minister of Energy and Fuel Resources, 
PhD in Geology and Mineralogy, was appointed 
the Director of Kazakhstan Caspian Shelf (KCS). 

Together with a team of employees and experts of KCS he began 
visiting world oil capitals and headquarters of transnational 
companies. They held presentations, conducted talks; Kazakhstan 
offered to establish an international consortium. Mobil was the 
first company to execute an Agreement of Cooperation in the Oil 
Production Area with the RK, and it became a pioneer of foreign 
participation in the KCS Consortium. The actual deal with an oil 
giant attracted attention of the investment community to potentials 
of the Kazakh Caspian Shelf. About fifty foreign companies 
announced their intention to take part in the offshore mega 
project. To preserve the investor interest and avoid atomisation 
of share participation, it was decided to select maximum five 
or six partners. The list reduction allowed promotion of the 
Republic economic interests with more confidence and selection 
of companies with experience of operation in natural conditions 
similar to those of the North-Eastern Caspian. In June, the 
Government approved the Concept of the Caspian Sea Kazakh 
Sector Development National Programme First Stage, which had 
been developed on a tight schedule. Potential investors saw it 
themselves that Kazakhstan was determined to use the country’s 
offshore potential, and it facilitated advancement of the talks. 

As late as 3 December 1993, an International Consortium 
Establishment Agreement was executed to carry out exploration 
at the Caspian Sea Kazakh Shelf, where KCS acted in the leading 
role of the Operator. One more agreement specified a three-year 
geological period to explore the Region oil potentials. Mobil 
(USA), the Alliance of Statoil (Norway) and British Petroleum 
(UK), British and Dutch Shell, Agip (Italy), British Gas (UK) 
and Total (France) became partners of the Kazakh State-Owned 
Company. All the participants had equal shares.

The new Caspian Consortium performed from 1994 to 
1996 the shortest as far as the duration is concerned and one of 
the mostly extensional in the world seismic survey programmes 
by way of the Common Depth Point 2D Method 26180 line 
kilometres long and 100 K km2 in the area. The main targets of the 
work were acquisition of high quality, homogeneous, sufficiently 
reliable for interpretation data, as well as analyses of the shelf 
geological settings, assessment of oil and gas bearing capacity 
potentials, identification of Regional oil and gas accumulation 
zones and identification of targets and structures for exploration 
drilling and detailed seismic surveys. It would be enough to say 

that actually the entire area of the Caspian Sea Kazakh Sector 
was evenly covered with Regional lines at a grid of 16х16 km, 
while the grid was thickened to 8х8 km and 4х4 km within the 
mostly promising areas. No such detailed seismic surveying had 
been ever carried out within the North Caspian area. 

Aggregate investments at that stage of the shelf 
development exceeded US $200 MM, $20 MM of which were 
invested into development of the social infrastructure and $6 
MM more into training of Kazakh nationals. Those were very 
significant investments for the RK, especially when they seriously 
facilitated equipment of domestic geological science. For a short 
period, KCS constructed modern processing centres and research 
laboratories in Almaty, Atyrau and Aktau, involved specialised 
sea fleet of almost 30 vessels of foreign manufacture. Executing 
the Head of the State’s order, Consortium Parties created 600 
additional jobs for locals and trained 320 Kazakh experts.

Applied state-of-the-art methods and technologies of field 
surveys and seismic data processing considerably improved 
record quality and resolution, increased the depth surveys. 
Their main geological results included identification of 8 
mostly important potential oil and gas accumulation zones and 
identification of 98 prospects for further oil and gas exploration 
and 10 pre-salt Palaeozoic highs. About ten areas were prepared 
for exploration drilling. Thorough seismic surveys proved high 
potentials of giant structures, Kashagan, Kairan, Aktoty. It 
became clear that the country was dealing with one of the mostly 
promising oil fields in the world. In their turn, foreign investors 
found confirmation that capital investments into Kazakh Shelf 
promised immense revenues.
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To Arbitration or to Almaty?

The Kazakh Party offered to divide the Caspian bottom 
and subsoil resources in March 1996 within the framework 
of the Caspian Oil and International Security International 
Conference. The position was that littoral states would have sole 
rights to develop subsoil resources within their parts of the sea 
bottom. As Tokaev explains, "We took into account international 
rules and practices of mineral resources use in boundary water 
bodies, as well as the practice established and kept for many 
decades by the USSR and Iran at the Caspian Sea, where they 
produced oil absolutely independently and without mutual 
consultations". Already in late April, Boris Yeltsin arrived in 
Almaty; he needed an allied support of Nursultan Nazarbayev 
in a number of international issues, and the Presidents of two 
countries signed a special Joint Declaration about the Caspian 
Sea. Russia acknowledged Kazakhstan’s right to perform work 
related to oil and gas resources exploration and development and 
expressed her readiness to cooperate in that field. 

The agreement was formalised with execution in Moscow of 
a bilateral Interstate Agreement, On the Caspian Sea Northern Part 
Bottom Delimitation. The sea bottom was divided at the median 
line (at the equal distance from the shores) into national sectors 
of the contracting states. The water area and bioresources were 
announced common. The Kazakhstan President accurately and 
concisely described the heart of the matter at the Ceremony of the 
Agreement execution, "Without solution of the political stability 
at the Caspian Sea, do not speak about oil. Oil usually gives 
either wealth or blood. For gigantic oil to flow, not only do we 
need pipelines, but political decisions as well". Thus, actions of 
Kazakhstan and Kazakhstan Caspian Shelf became legal from the 
Russian point of view too. Political risks for further development 
of the national shelf were eliminated.

(Later on, Kazakhstan and Russia would agree on joint 
development of transboundary fields at the Caspian Sea. For that 

purpose, the Presidents, Nursultan Nazarbayev and Vladimir 
Putin, would execute Minutes to the Agreement, On the Caspian 
Sea North Part of the Bottom Delimitation, in May 2002, "to 
implement sovereign rights to use subsoil resources". And already 
in a year, the Head of the State would sign Decree No. 1095, 
On the National Programme of the Caspian Sea Kazakh Sector 
Development, which would break new ground to initiate oil 
projects at the national shelf).

At the same time, the Republic tried to minimise 
environmental risks. On the President Nursultan Nazarbayev’s 
assignment, the KCS Consortium implemented a special 
environmental programme working out a single-piece picture 
of the Caspian Sea conditions. Large-scale work was conducted 
to pre-study the natural environment and a complete map of 
the Kazakh Sector of the Sea environmental vulnerability was 
developed. No such surveys had been performed at the Caspian 
Sea in such scope and at such technical and methodological 
level so far. Results of the work would later become a strong 
information base for local scientific organisations and even 
investors, who would come to the shelf. And Kazakhstan would 
later approve the National Plan to Prevent Oil Spills and Respond 
to Them in the Sea and Internal Water Bodies of the RK, and 
would also pass the Law, On Areas under Special Protection, 
which would formalise the status of a state conservation area for 
the North Caspian Eastern Part stating that any exploration activity 
there may be permitted on the basis of specific environmental 
requirements only...

While international companies made investments, Kazakhstan provided political ones. 
Kasim-Zhomart Tokaev, the RK Minister of Foreign Affairs of that time, recalls that, when 
Kazakhstan Caspian Shelf participants were going to commence the Kazakh Sector of the 
Caspian Sea structuring in the spring of 1995, tension arose in relations with Russia. No sea 
border had ben delimitated yet and Moscow did not hold claims off. In return, Kazakhstan 
promised to address International Arbitration to determine the Caspian Sea legal status. It 
is still a delicate topic today, while then, both RF and RK understood that court proceedings 
were good to no one, as economic activities in disputable areas would be complicated at 
both sides. 
(Russian LUKOIL was also exploring the western part of the Northern Caspian at that time). 

"Without solution of the political stability at the Caspian 
Sea, do not speak about oil. Oil usually gives either wealth 
or blood. For gigantic oil to flow, not only do we need 
pipelines, but political decisions as well."

Nursultan Nazarbayev,
the President of the Republic of Kazakhstan



100 Bookmarks 
for the President

Baltabek Kuandikov told that Kazakh Kazakhstan Caspian 
Shelf developed and submitted to the Government for review the 
National Programme of the Shelf Fields Development. "According 
to estimates of Kazakh and foreign experts, aggregate capital costs 
would amount about US $160 billion. For comparison, the total 
cost of signed projects and agreements implemented in the oil and 
gas sector without taking into account privatisation, was about US 
$40 billion", recalled Kuandikov, who headed Kazakhoil National 
Company in 1997-1998. 

International Kazakhstan Caspian Shelf also coped with all 
its tasks, and each Consortium Party might choose two blocks 
for further exploration and development in accordance with the 
Contract conditions. As is well known, the larger the License 
Area, the higher are the chances to make successful geological 
discoveries and provide higher efficiency of subsoil resources 
use. Hence, KCS shareholders united their blocks into a single 
Contract Area of several facilities in the north-eastern part of the 
Caspian Sea Kazakh Sector. Then, they would develop a License 
Area with a total area of 5642 km2, which was administratively 
referred to the Atyrau Region.

The North Caspian Product Sharing Agreement (PSA) 
signalled a transfer to the next phase of the Kazakh Shelf in the 
Caspian development. It was executed in Washington during 
Nursultan Nazarbayev’s visit in November 1997. Representatives 
of KCS participating companies signed the PSA in the course of 
an appropriate to the occasion solemn ceremony in the presence of 
the RK President and Albert Gor, the Vice President of the USA. 
Akhmetzhan Esimov, the first Vice Prime Minister, Chairman of 
the RK State Committee for Investments signed the document on 
behalf of the Government. 

He recalled, "Execution of such Agreement was a very 
significant and memorable event. But I better remember the day, 
when I came to the Head of the State with the Draft Agreement. 
It was a huge volume with more than a hundred of bookmarks. 

He looked through each of them very attentively, reviewed the 
document for several hours. Work was performed in several areas. 
The Government formed a very respectable Working Group, 
where each area was headed by either the relevant Minister, or 
his Deputy. Foreign experts were also involved. It was the first 
attempt of such a large-scale task completion in the country, 
and I think that we managed to achieve the main part of our 
amendments as early as at the stage of working groups".

In accordance with the executed Agreement, shares in the 
new North Caspian Consortium were distributed as follows: Agip, 
Total, Mobil, Shell, BG, KCS had 14.29 % each, BP Kazakhstan 
(9.52 %) and DenNorskeStats (4.76 %). The PSA came into effect 
on 28 April 1998, and on 6 July, the Parties established Offshore 
Kazakhstan International Operating Company (OKIOC), which 
would act as the Joint Operation. It was time to turn to billion 
investments.

Key parameters of the North Caspian Project:

• The exploration period was 6 years, with a right to 
extend for 2 years,

• The development and production period was 20 from 
the commercial discovery date, with a possibility to 
extend twice, 10 years each,

• The initial investment amount was US $7 billion,
• The total amount of capital investment into 

development of the fields was US $28 billion,
• Expected total revenue from the Project was US $800 

billion, 
• Distributed between shareholders and the State 

revenue was US $690 billion.
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100 Bookmarks 

WHY DID 
KAZAKHOIL

SELL ITS SHARE?
At that time, KCS sold its share to Kazakhoil, 
and the latter sold it in equal shares to 
Japanese Inpex (7.14%) and American  
Philips Petroleum (7.14%). Such decision 
still finds its critics, who think that eight 
years later Kazakhstan returned to the North 
Caspian Consortium anyway, so was there  
any sense to leave? 
But the thing was that Kazakhoil itself was 
just beginning to stand on its own feet in 
1997, had very weak financial opportunities 
and insufficiently strong corporate 
organisation and management. Under such 
conditions, the National Company was unable 
to lay claim to an important role in the 
Project, and had insufficient funds to comply 
with financial liabilities. Direct participation 
interest of Kazakhstan in the North Caspian 
Mega Project would turn into a gigantic 
cost item for the State Budget at that early 
expensive stage. And there was a financial 
and price crisis of 1998, when oil countries 
hardly coped even with social, leave alone 
investment, liabilities. It was not suspected 
of at that time, but leaving the Caspian 
Project in 1997 was a forced, but successful 
tactic decision for Kazakhstan.



THE DISCOVERY 
OF KASHAGAN
OKIOC itself focused on exploration of the mostly promising structures of Kashagan, 
South-East Kashagan, Aktoty, Kairan, Kalamkas-Sea. The Consortium spudded the first 
well at the East Kashagan Structure in July 1999 from the Sunkar Drilling Barge. 
The Unit became a "lucky" vessel for the Project, which would provide a number of 
geological discoveries of the North Caspian Consortium. (See Sunkar Hits the Target).

SUNKAR HITS THE TARGET

Sunkar (in Kazakh, means "falcon"), a submersible 
drilling barge, became the main "explorer" of 
Kazakh subsoil resources at the Caspian Sea 
as a result of various options of well drilling 
arrangement assessment and analysis. The 
submersible barge was selected as the best option 
to drill in shallow water conditions. Water depths 
within the Kashagan area reach 3.5-4 metres. It 
were just such barges, which had been used 
at similar depths in environmentally vulnerable 
areas of the Gulf of Mexico and Nigeria. In 
particular, Sunkar had successfully worked in 
marshy coastal areas of that African country, 
which were close to natural conditions of the 
Caspian shallow areas, and it aroused interest 
of OKIOC as related to its application.
The Unit was taken completely to pieces, 
reconstructed and 75% renewed to achieve a 
submersible barge installed on a berm to prepare it 
for operation under the North Caspian conditions. 
It was first modified at a shipyard in American 
Louisiana, and after its delivery to the Caspian 
Region, it was assembled at the Astrakhan Ship-
Building Yard in Russia. The total modification cost exceeded US $100 MM. 
Uzakbai Karabalin recalled details of the barge Kazakh "birth", "In accordance with traditions, we had to choose 
a "god mother" of the vessel. A famous Kazakh poetess, Fariza Ongassinova, became one. She broke a bottle of 
champagne against the shipboard and figuratively set it afloat ceremoniously, to the strains of a brass band. The 
message of our countrywoman turned out to be favourable; from that time, Sunkar operates without problems 
and successfully copes with tasks, which are assigned for that barge". 
The Sunkar barge was set afloat in June 1999 and set at the drilling location; the first exploration well, East 
Kashagan 1, was spudded on 12 August, and discovered the Kashagan Field in summer of 2000. At the West 
Kashagan Structure, a well drilled by Sunkar also found oil in May 2001, and the barge also lent éclat during the 
next drilling.
The Sunkar Rig was the first Arctic Drilling Rig to carry out operations in the Northern Part of the Caspian Sea, 
which was designed to drill wells at shallow areas of the sea and capable to operate at temperatures from 300C 
above zero to 300C below, what, as is well known, the climate of that Kazakhstan part requires. The barge was 
designed to be able to withstand the general impact of ice fields 1.1 m thick, which are frequent during cold 
winters in Kazakhstan. The Rig is able to drill wells to a depth of 9144 m!
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Kashagan in-place resources 
are as follows: 

• 4.652 billion tonnes of oil,
• 3,059 billion m3 of gas.

Recoverable resources to the end of the 
development period: 
• 2.065 billion tonnes of oil,
• 1,359 billion m3 of gas.

The Kashagan reservoir occurs at a depth of 4,200 metres below the sea bottom surface and 
is under a high pressure of 80 MPa. The Field contains paraffin-base crude, but with a high 
concentration of hydrogen sulphide at a level of 15 % and carbon dioxide at a level of 4 %. 
Even these features make it obvious that Kashagan development is complicated with immense 
geological hazards. They are added with specific offshore conditions: due to shallow depths 
of 3-4 metres and a low level of mineralisation due to fresh water inflow from Volga, that 
part of the Caspian freezes especially severely. The ice sheet keeps up to 5 months of the 12 
within the Kashagan area, and ice movements, as thawing commences, become destructive for 
any unprotected facilities. Temperature drops from 30°C below zero during the winter period 
to 40°С above in summer also have an adverse impact on people and equipment. The more 
valuable are the results, skills and technologies obtained and applied to operate the largest 
hydrocarbon field in Kazakhstan.

The depth of Kashagan East 1 reached about 5100 m in 
July 2000, after which OKIOC officially announced discovery 
of the Kashagan Oil and Gas Field. The oil bearing interval was 
intersected at a depth of 4126 m, and a commercial oil flow was 
recorded from under salt carbonate deposits. The daily yield of 
the first well at the Field was 600 m³ of oil and 200 K m³ of 
gas. The Field got its name thanks to the 150th anniversary of 
a famous Kazakh narrator poet Kashagan Kurzhimanuly, which 
was celebrated in 2000. 

The Head of the State, who flew to the new field, 
especially noted the high quality of Kashagan oil. Nursultan 
Nazarbayev called then the discovery of oil at Kashagan a 
"really important event in the life and history of our country" 
and shared hope of discoveries during the following years of a 

number of offshore fields. Those geological discoveries were 
really not long in coming.

The second well (West 1), which was drilled 40 km away 
from the first one, in the western part of Kashagan, recorded in 
May 2001 flows compared with Kashagan East 1, 540 m³ of oil a 
day and 215 K m³ of gas. Totally 6 exploration and appraisal wells 
would be drilled for further exploration of Kashagan, which would 
identify a gigantic massive accumulation with an oil bearing 
thickness of 1026 m occurring within an immense area of 820 
km2. Total in-place resources of the Field would be estimated at 
35 billion barrels of oil equivalent, which made Kashagan one of 
the greatest hydrogen discoveries in the world during the previous 
30 years as of the time of the discovery.

The Exploration Drilling Programme of the North Caspian 
Project may be called one of the mostly resultant in the world. 
Successful discoveries take place one after another in 2002-2003: 
such fields as Kalamkas-Sea, South West Kashagan, Aktoty and 
Kairan were identified. In accordance with the latest assessments, 
proved recoverable resources of oil and condensate of the NCP 

put on the books of the Republic as С1 Category are about 858 
MM tonnes of oil (taking into account the raw material base of 
Kashagan, Kalamkas-Sea and Kairan) and 14.9 MM tonnes of 
condensate (at Aktoty). With that, the total in-place/recoverable 
oil resources are estimated at 5048/2167 MM tonnes. 



Development

"STRONGHOLDS"
Construction of facilities to develop the Field 

commenced at Kashagan in mid-2000s. It was based 
on the primary construction of man-made islands 
for further drilling and well operation. The cause 
was that shallow depths of the Sea, hazardous ice 

movements and environmental requirements made it impossible 
to apply traditional drilling and production technologies, such as 
reinforced concrete structures or jack-up platforms. Hence, an 
innovative approach was applied: offshore process facilities were 
constructed on man-made islands. Such lack of options obviously 
makes implementation of the North Caspian Project even more 
difficult and capital consuming. A bedrock foundation was created 
for each island, with a height able to protect the facilities from 
storms and destructive ice drifts, and then, the entire necessary 
infrastructure was constructed on it. Those were supporting stone 
"strongholds" to move to the restive field development. 

As of today, 5 man-made islands have been constructed at 
the Kashagan under the Experimental Programme; they represent 
a successive chain of the infield infrastructure. 

Eight operating wells have been drilled on Island А. Twenty 
operating wells have been drilled on three man-made islands of 
the Experimental Program Cluster(ЕРС-2/3/4), 7 producers on 
ЕРС-2, 6 similar wells on ЕРС-3 (plus one more to pump drilling 
cuttings in), and 7 more on ЕРС-4. All those automatic production 
centres are also provided with auxiliary systems and connected 

with infield pipelines, which deliver the well fluid to the central 
gathering point, the Hub (D Island).

That industrial facility looks almost like a town; it consists 
of an island with wellheads, a Riser Island, Satellite, cofferdams 
and protecting. The Central Processing Facilities to process raw 
material from wells is also based there. It includes equipment to 
separate oil and gas, a gas dehydration unit, flash gas compressors, 
a sour gas compression and injection unit, auxiliary structures, 
process control systems and other units. 

Separated into oil and gas fractions hydrocarbons are 
supplied from D Island to the onshore facility, Bolashak Plant, 
which is constructed close to the Karabartan village. There, oil, 
which is pre-processed at the offshore facilities, is brought to the 
commercial state, and treated gas is used for internal consumption 
as fuel at the offshore and onshore facilities, and also supplied to 
the ICA system as commercial gas.

As of today, 40 wells above 4000 m deep are prepared for 
operation at Kashagan, 32 of which are production and 8 injection 
wells; and they can be interchanged depending on production 
requirements. One exploration well and 1 well to pump in drilling 
cuttings have also been drilled. The current Karabotan Plant 
(Bolashak) capacity is 22.5 MM tonnes of oil per year and 6.2 
billion m3 of gas. 
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Many a one knows and speaks of the North Caspian 
environmental vulnerability. The licensed area is 
located at the confluence of the Volga and Ural, where 
they inflow into the Caspian Sea. The environment is 
rich in various flora and fauna, 60% of which rare 
species may be found there only. In addition to 
sturgeons considered the mostly valuable commercial 
species, the Caspian is also the habitat of Caspian 
seals, and its shallow and marshy areas of the coast 
attract a great number of bird species, a part of which 
is recorded in the RK Red Book …
Meanwhile, to provide protection of the Regional 
nature, the North Caspian Operating Company 
made it a priority during oil operations. For that 
purpose, the Operator involves and applies the 
mostly modern technologies. The environmental 
safety has been ensured at any stages of the Project, 
from construction engineering to operation of the 
production infrastructure. 
Nowadays, when Kashagan operation becomes more 
and more intensive, prevention of oil spills comes 
to the first place. Early alarm and industrial facility 
protecting sealing systems have been designed and 
manufactured. For example, impermeable geotextile 
membranes and surface effluent collection systems 
are installed at offshore man-made islands to 
prevent hydrogen materials from penetration into 
the Caspian water and on its bottom. Onshore tank 
farms are insulated, with construction of protecting 
embankment around, which is sufficient to contain 
emergency discharges under the worst scenario.
Pipelines from D Island to the Bolashak Plant are 
equipped with sensors to monitor variations of the flow 

parameters and are continuously controlled by way of 
the leak detection system on the software basis. In 
addition, pipeline routes are regularly surveyed from a 
helicopter. Besides, even more innovative technologies 
are introduced to provide control. Remote air surveys 
with application of GPS-GIS portable devices and 
other methods of remote inspection to monitor, map 
and identify oil spills and identify oil film thicknesses 
in the open water and under ice conditions are among 
them. NCOC experts have developed computer 
models of oil spill lines of travel, which have become 
the mostly important part of their response planning. 
In combination with environmentally vulnerable areas 
mapping, this method facilitates identification of 
priorities to preserve important habitats and minimise 
environmental impacts.
The Kazakh Institute of Oil and Gas became an 
important partner of the Consortium and participates 
with the Operator in researches of dispersant 
application to collect oil films. The partners are 
currently inspecting industrial facilities and select 
technologies to burn the film on the spot. 
The North Caspian Project implements a comprehensive 
programme of environmental monitoring to collect 
offshore data and analyse the water and bottom 
sediment chemical composition, and also to analyse 
populations of fish, benthos and plankton. About forty 
of such monitoring surveys approximately at 900 
various areas have been carried out from 1994. And 
from 2013, water quality and bird fauna surveys, as 
well as additional studies of the Caspian seal, were 
added to the scope of work carried out under the 
environmental monitoring.

KASHAGAN: How to Protect Nature



On the Way to
70 MILLION
TONNES a Year

Not all the wells are in operation at Kashagan 
yet. They are put into operation gradually to 
provide a controlled response of the Field to 
the development commencement. Caution is of 
great importance, as every new step in the North-

East Caspian development means an aggregate of additional oil 
potentials and geotechnical hazards.

Hence, an Experimental Programme (EP) is implemented 
at Kashagan now. It provides for the use of the first operation and 
process facility (Hub), which we have just described. This stage 
will last to 2021, and construction of one more man-made island, 
the Compression Centre, СС 01, with two gas injection and gas 
primary separation compressors is scheduled for this period. The 
Centre will be connected to 2 operation wells from island clusters 
ЕРС 02 and ЕРС 03 each, which will be transferred to injection. In 
addition, an expansion of the prepared for development Kashagan 
area by 30 % in the south-western direction by way of drilling of 
two advance wells is envisaged during the next five years. 

The North Caspian Consortium produced about 1 MM 
tonnes of oil and about 600 MM m3 of gas during several months 
of 2016. The NCC is planning to achieve a maximum oil daily 
production level of 370 K bbls (47 tonnes/day) by the end of 2017. 
The Experimental Programme Plan implementation is scheduled 
to 2024, after which the entire EP productivity shall reach the 
design parameter of 450 K bopd (57 K t/d). Putting into operation 
of 40 wells is planned at Kashagan during the EP Stage. 

Next stages of the field development will follow the EP 
Stage; now, they are under planning. In aggregate, they represent 
Full Field Development (FFD). The development concept 
preserves the basis of new man-made islands construction to 

construct new drilling and operational hubs. Gradually, the 
development area shall extend from the eastern part to the central 
and with further coverage of the western Kashagan parts. 

In total, in accordance with the field development concept, 
drilling of 240 wells is envisaged 41 of which will be used as gas 
injection wells. It is clear than the nature of Kashagan operation is 
closely related to the strategy of gas injection into the formation. 
It is as follows: injection wells are first used as producers. They 
will be transferred to injection gradually, as formation pressure 
drops. With a view to have 1 injection well per 5 producers in 
accordance with the current method.

The current concept of Kashagan development provides for 
construction of additional man-made offshore islands of medium 
capacity. The main oil processing operations are planned to 
perform on the islands, and all the produced associated gas is 
planned for injection or as fuel at offshore facilities. (In future, 
some Kashagan raw material is decided to use to supply to the 
Gas Chemical Plant of the United Chemical Company under 
construction, which will be supplied from Tengiz at the first 
stage of activities). The remainder of unprocessed well fluid 
shall be supplied via pipelines to the Bolashak Oil and Gas 
Onshore Processing Facility. There, hydrocarbon fractions, as 
well as contained sulphur, shall be brought up to the quality 
of a commercial product. Some treated gas shall be supplied 
to generate power at the offshore and onshore facilities of the 
Kashagan Field. 

The above infrastructure was put into operation, when commercial production 
at Kashagan started during the period of September-November 2016. The next 
Section describes political and technical events in the North Caspian Consortium 
activities on the way to that industrial celebration. The main thing was that 
no matter how heterogeneous the events were, they led to a successful result. 
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High sulphur concentrations are typical for 
hydrocarbons of all the oil and gas mega 
projects of Kazakhstan. And its efficient 
utilization had been a serious problem for such 
a pioneer in that, as Tengizchevroil before the 
Company solved it.
And for the North Caspian Project, issues of 
the Kashagan Field highly sulphurous gas 
processing, extraction of the "yellow admixture" 
from it and provision of safe and efficient sulphur 
handling policy are extremely important. And it 
is remarkable that the issue is being solved from 
the first days of the NCP implementation. The 
Sulphur Management Plan provides for injection 
back into the formation of the sulphurous gas, 
on which up to 80 % of the admixture amount 
falls. The remaining 20 % as elementary sulphur 
are generated as a by-product at the Bolashak 
Oil and Gas Processing Facility, which sulphur 
production capacity averages 3800 tonnes a day. 
The North Caspian Consortium is planning to 
sell any produced sulphur. Its temporary storage 

at the Plant will be permitted only in case its 
supply on the market outlets is suspended on 
conditions related to the export transportation 
system. To minimise environmental risks, the 
storage grounds are located within the Bolashak 
area, which is capable to provide enclosed 
storage of up to 4 MM tonnes of sulphur. An 
innovative protection technology is applied 
there, when sulphur is melted and poured into 
sealed wooden containers, with sensors to 
monitor them. After each such block is filled, it 
is covered with a polymer film, which provides 
sulphur protection from impacts of wind or 
water. When the time to transport to the market 
comes, blocks are melted again, and sulphur 
is granulated, which allows a reduction of dust 
generation as compared with the method of 
grinding. Such method of sulphur block covering 
developed for its storage is a unique technology, 
and the utilization plans are approved by 
Kazakhstan Authorities.

The Sulphur Issue shall be Solved 
Immediately



The Project Longitude 
and Consortium Latitude

H owever, as 2005 approached, which was final for 
the NCP Exploration Period, it became obvious 
that Agip KCO needed more time to commence 
production at Kashagan. The reasons were 
offending, but natural: geological, technical 

and other complications in the field development turned out 
much more dramatic than it appeared at the beginning of the 
Project. In addition, it required more significant investments. 
Agip KCO warned that the production commencement was 
postponed to 2007.

Later on, the start deadlines would be postponed again, 
as well as the operator model of that time would be subject to 
several more amendments. So, as of today, the Project is run 
by a Single Operator, North Caspian Operating Company N.V. 
(NCOC NV). Seven participating in the North Caspian PSA 
Consortium companies are simultaneously the Parties to NCOC 
N.V. possessing the same participation interest, as in the NC PSA. 
(See North Caspian Project Shareholders).

A succession of the North Caspian Project managerial and shareholding 
structure reconstructions took place simultaneously with the large-scale 
offshore construction at the field. In 2001, soon after the main field of the 
Consortium discovery, one Joint Operator, OKIOC, was substituted by another, 
Agip KCO, a subsidiary of the Eni Concern. Just the name testifies to the fact 
that Italians took the lead. They keep to the mostly optimistic prediction of 
the Kashagan production commencement deadline, hence, enlist additional 
sympathies of Kazakhstan. 
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Kazakhstan considered the situation of the deadline transfer 
from a pragmatic position. The Project complexes were obvious, 
but incompliance with the contract condition was illegal, so the 
Republic imposed a US $150-million fine on the Consortium in 
favour of the State Budget. It was a fair approach, and Caspian 
investors accepted it. "KazMunayGas" National Company entered 
the Consortium to more efficiently promote national interests, 
facilitate the Project development and at the same time provide 
the maximum possible preferences for Kazakhstan. 

It was a market participant of quite another class than 
Kazakhoil in 1997. At that time, the National Company 
had a good experience of international partnership; it had a 
higher level of corporate management and better financial 
and professional potentials. Kazakhstan and Consortium 
Shareholders executed a Supplement to the PSA "with the 
purpose to settle disputes of the Parties", on 25 February 2004, 
and on 30 March 2005, "KazMunayGas" NC bought 8.33% of 
the North Caspian Project shares. 

It was good timing for the National Company to return 
to the offshore mega project: hydrocarbon prices continued 
to rapidly grow, and just one increase of corporate resources 
due to the offshore deal increased KMG capitalisation. In 
addition, participation in the growing Caspian Project expanded 
competences of the National Company. Preparation for Kashagan 
oil production allows Kazakh oilmen to gain new corporate and 
industrial experience. Hence, when delays appeared in the Project 
again, Kazakhstan and the National Company attained an increase 
of "KazMunayGas" share by 8.48 % more from the Caspian 
Shareholders. The Parties executed the second Supplement to the 
PSA on 31 October 2008, in accordance with which and the Sale 
and Purchase Agreement, Kazakhstan increased the country’s 
participation interest up to 16.81%. 

It is noteworthy that Kazakhstan first of all strived for 
improvement of initial commercial conditions for the country 

in the Tengiz and Karachaganak Projects. In the North Caspian 
Project, that trend was considerably added with strategic reasons. 
It was obviously explained by the principal extraordinary nature 
of the offshore project, which allowed its involvement in in a 
wider circle of interests, than solving of just industrial tasks.

Euro-Atlantic companies and capitals prevail in the 
Kazakhstan oil and gas mega projects. To balance that influence, 
RK political and industrial leadership tries to extend partnership 
with investors from Eastern Asia, first of all, China. Cooperation 
takes place in development of onshore fields, transportation 
projects, but the Kazakh Caspian Shelf turns out no less promising 
place for cooperation. Hence, when an American Company, 
Conoco Phillips announced of its leaving the North Caspian 
Consortium in 2012, "KazMunayGas" supports Chinese CNPS’s 
purchase of its 8.33 percent share. They buy the American share 
in September 2013, and "KazMunayGas" formed a majority stake 
in the North Caspian Project, 16.88%. 

It was certainly a far-sighted step, which laid foundation 
for interesting petropolitical and export combinations including 
supplies of offshore oil and gas to China. In particular, the North 
Caspian Consortium and KazTransGas executed a gas purchase 
and sale agreement a month prior to the September American 
share transfer to CNPC, after which Kazakh representatives made 
it clear that its part would go to China. 

By that time, "KazMunayGas" had insisted on introduction 
of an additional condition to the North Caspian PSA that unless 
the Consortium commences production at Kashagan in 2013, no 
costs of the limit exceeding period would be reimbursed. North 
Caspian Operating Company commenced the field development 
in late September 2013. But, as well known, leaks took place 
from the gas pipeline between D Island and the Bolashak Plant 
due to the pipe cracking. They not only spoiled the festive 
atmosphere of the production commencement, but lead to the 
operation shut down. 

THE KASHAGAN FIELD
 
Kashagan is a major shelf oil and gas field in Kazakhstan, which is located 80 km 
of Atyrau, in the northern part of the Caspian Sea. The shelf depth is 3-7 m.
The field was discovered on 30 June 2000 by Vostok-1 Well. It is one of the 
largest fields in the world discovered during the last 40 years, as well as the 
largest offshore oil field.
North Caspian Operating Company (NCOC), an International Joint Venture, 
develops the field on the basis of the Product Sharing Agreement for the North 
Caspian of 18 November 1997. 
Commercial production commenced at the field on 11 September 2013.
The field is developed with the help of man-made islands.
The field is developed under complex conditions: the shelf zone, an unfavourable 
combination of shallow waters and ice formation (about 5 months a year), 
an environmentally sensitive zone, a great depth of the reservoir occurrence 
(down to 4800 m), high formation pressure (80 MPa), high hydrogen sulphide 
concentrations (up to 19 %).
Oil and gas accumulations are related to Permian, Carboniferous and Devonian 
deposits. It refers to the Pre-Caspian Oil and Gas Province.
The field was discovered in the year of the 150th anniversary of Kashagan 
Kurzhimanuly, a Mangistau poet of the XIX century. As many Turkic names 
in Kazakh, the word Kashagan can be translated and means a character trait, 
"restive, uncatchable".



was Replaced
Fortunately, the encountered problems turned to be solvable. 

Experts in materials, who inspected the cracked sections of the 
pipe, came to a conclusion that the problems had been caused by 
sulphide stress-cracking due to unpredicted formation of steel 
areas with high hardness and at the same time friability. With 
that, steel fully complied with international standards and world 
practice of gas fields similar to Kashagan development in its 
specifications, and had even successfully passed laboratory tests. 
However, actual conditions laid tough requirements. 

NCOC decided to nip the emerging risks in the bud. The 
Operator and shareholders came to an agreement to completely 
replace two 28-inch pipelines about 95 km long to ensure safety. 

When the material was selected, they decided on two-ply steel. 
The upper layer of the coating, which would contact sulphurous 
oil and gas, was produced utilising a corrosion resistant alloy. 
The bearing layer was produced of special composition carbon 
steel, which would provide the required strength and viscosity to 
maintain mechanical integrity.

The Operator laid new pipes, replaced gas drying units at D 
Island and, as mentioned above, resumed production in September 
2016, which keeps growing since then. The President Nursultan 
Nazarbayev solemnly put the Kashagan Field in operation in 
December last year.

ADDITIONAL PROSPECTS

Exploration and Drilling are conducted at several more promising projects apart from the NCP within the 
Kazakh Sector of the Caspian Sea. Those are projects at such areas as Zhemchuzhina, Block N, Zhambil, 
Satpaev and some other. There is one more group of projects, which include such license areas as Abai, 
Isatai, Shagala and Darkhan, which exploration commenced in 2010 – 2011 only. Exploration commencement 
is just being planned at such offshore blocks as Zhenis, Okzhetpes, Usturt and R 2. 
In accordance with the "KazMunayGas" NC JSC strategy, a hydrocarbon resources increment up to 1.4 billion 
tonnes is planned by 2022. That growth would be mostly provided by way of the Zhemchuzhina, Block N, 
Zhambil, Satpaev, Zhenis, Abai and Isatai Projects implementation, and also additional exploration 
of the North Caspian Project.

How STEEL 
180 "MAJOR LEAGUE" OF OIL AND GAS 

MEGA PROJECTS IN KAZAKHSTAN

Chapter V
Oil and Gas of the Independent Kazakhstan

A Path of Conversion and Change



PRICE OF KASHAGAN 

In its turn, the achieved at Kashagan industrial progress 
allows now assessment of future revenues from its development 
with a good deal of reliability. In 2017, with current oil prices 
within a range around US $50 per barrel, receipts of the Republic 
are expected at a level of US $133 MM. That amount is formed 
from several sources: the share in profit oil would reach US 
$70 MM; investments of the Consortium in training, social and 
infrastructural projects would sum up to US $63 MM. If oil prices 
rise to US $70 per barrel, the State receipts in 2017 may exceed 
US $330 MM due to the proportion of profit oil rise up to US $96 
MM and receipt of an additional Priority Payment from investors 
in an amount of US $173 MM. 

In case of a scenario, when low oil prices, US $50/barrel, 
are preserved over the long run and maintenance of production at 
the level of Experimental Programme Stage, receipts of the State 
Budget would be US $25 billion during the current PSA validity 
period to 2041. Including taxes, which would be US $19 billion, 

US $3 billion of the Republic share in the profit oil, and the same 
amount of other receipts from bonuses, investments in training, 
social and infrastructural projects. (For details of investments 
into social and infrastructural projects refer to They do not Only 
Produce at Kashagan). 

If oil prices go up to US $70/barrel, State receipts would 
grow up to US $46 billion, while all the above parameters would 
preserve. In that case, US $32 billion would fall on taxes, and 
the profit oil proportion would rise up to US $4 billion. And, 
in addition, a Priority Payment would be made in an amount of 
US $7 billion, with all the other receipt items preservation at the 
previous level.

If oil prices go up to US $100/barrel, and it is almost one 
third below its price just a few years ago, RK State Budget 
receipts may exceed US $76 billion. It would be mostly due to 
taxes amounting US $46 billion, the profit oil share amounting 
US $13 billion, a Priority Payment of US $14 billion. 

Kazakh suppliers of goods, work and services earned totally 
more than US $13.37 billion during the North Caspian 
Project implementation from 2004 (the time of infrastructure 
construction commencement) to 2016. North Caspian 
Operating Company paid for local goods and services US 
$756.6 MM in 2016, i.e., almost 28 % of its total costs.   
(See Total and Local Content Payments in 2004-2016).
For example, the fact that above 28000 of 37000 tonnes 
of pipe racks installed at D Island were manufactured by 
Kazakh companies testifies to the contribution of domestic 
business to Kashagan development. 
Nowadays, 274 companies with local participation interests 
of 50% and above have contracts with NCOC. The largest 
contractors include such companies as Euro Asia Air, which 
provides the last generation helicopters for transportation, 
Caspian Offshore Construction, which owns a much-in-
demand 50-tonne shallow water ice-class tug, subsidiaries 
of "KazMunayGas", KMG Systems & Services (renting of 
the North Caspian Environmental Oil Spill Response Base) 
and KMG Automation (the Integral Control & Safety System 
support). Those are also ER SAI Caspian Contractor, which 
renders technical support services, AGS Champion, which 
supplies industrial chemicals and associated services, 
Neftestroiservice, which provides operation and maintenance 
at the Drilling Barge. 

About 70 joint ventures/partnerships were established 
during the North Caspian Project (NCP) implementation 
period, where such well-known international companies 
as Schlumberger, Siemens, Energy Wood Group, Saipem, 
ERC Holding, Sichim, etc., contributed their knowledge, 
technologies and expertise. 
The database of NCOC potential supplies records 7059 
companies, more than a half of which, 3760, are from 
Kazakhstan. Above 42,000 of workers including contractors 
were involved in the Project at the peak of construction 
activities of Stage 1, which made it the largest project in the 
country on the basis of the personnel numbers. A continuous 
gradual replacement of expat employees with locals takes 
place in the course of the Project development.
Owing to the Kashagan Field development, industrial 
infrastructure of the Caspian Sea Kazakh Sector (CSKS) has 
been established, which complies with the highest world 
standards. It consists of plants to produce large capacity 
steel structures Ersai in the Kurik village and Caspian 
Offshore Marine Construction in the Aktau Port, the Offshore 
Operation Support Base in Bautino and North Caspian 
Environmental Oil Spill Response Base, as well as offshore 
operation support bases including helicopter logistics. 

Meanwhile, the Republic received US $1.6 billion to the State Budget from 
the shelf development by July last year, prior to commercial production 
at Kashagan commencement. (Various bonuses and other payments). The 
amount looks like a good measure to assess the efficiency of the Kazakhstan 
policy in arrangement of the largest oil and gas mega project!

How Kazakhstan Earns at Kashagan

BARRELS
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Total and Local Content Payments in 2004-2016

Kazakh Personnel, Bonuses, Contractors

Replacement of expat experts with Kazakh nationals in NCOC
Percentage of local personnel at managing positions 62
Percentage of local personnel at positions of engineers and technicians 86
Percentage of local personnel at positions of workers and auxiliary positions 100
NCOC personnel composition, percentage of women 33
Aggregate numbers of Kazakh nationals trained with a financial support from NCOC, K persons 15
The amount of Bonuses paid in favour of the RK (US $ MM) 1085
Aggregate total contribution to development of the social infrastructure or charity in the Atyrau and 
Mangistau Regions, US $ MM

500

Aggregate payments to local suppliers for goods, work and services, billions of US $ 12,6

Total payments

Payments for 
local goods, work 
and services

U
S 

$ 
M

M
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The structure of social and infrastructural projects implemented by the 
North Caspian Consortium is as follows: 

THEY DO NOT ONLY PRODUCE AT KASHAGAN

To comply with the North Caspian PSA conditions, the North Caspian 
Operating Company annually allocated a certain budget to develop social 
and infrastructural projects (SIP). The funds were invested in construction of 
schools, kindergartens, hospitals, sports facilities, as well as roads, power and 
water supply lines and other infrastructural facilities useful for local residents. 
The investments were evenly distributed in the Atyrau and Mangistau Regions, 
where the main activities of the North Caspian Consortium were carried out. 
Almost 170 projects of social and infrastructural purposes were implemented 
there from 1998 to 2016. Their aggregate investment amount exceeded US 
$500 MM. 

THE FOLLOWING HAS BEEN CONSTRUCTED IN THE OIL AREA: 

49 schools, kindergartens, other educational institutions,
30 medical facilities, from village medical bays to hospitals,
68 infrastructure facilities to supply gas to towns and villages and develop 
the road grid,
8 clubs and culture centres,
12 sports facilities (stadiums, fitness centres). 
The North Caspian Consortium allocated US $50 MM to support the World 
EXPO-2017 Exhibition in Astana.

In the Atyrau Region
1998 – 2016

Areas Covered 
by SIP Projects

In the Mangistau Region
1998 – 2016

28 Education 22
16 Health Care 14
30 Infrastructure 38
2 Culture 6
1 Sports 11
77 Total 91
The total number of completed projects: 168

In addition, the Consortium annually allocates US $300,000 to arrange 
a summer camp for 200 children from low income families and orphans 
from the Atyrau and Mangistau Regions from 2006. 
One more important aspect of the North Caspian Project Operator 
activities is implementation of the Expat Experts Replacement with 
Domestic Personnel, with Further Reduction of Operating Costs Plan. 
From the operation commencement, the Company held 95,791 training 
courses for 8,252 employees. Totally, commencing from 1998 up to 
nowadays, US $250 MM were spent on vocational training of 15,000 
Kazakh nationals. Above 180 Kazakh companies were trained and 
certified in international standards ISO9001, ISO14001, ISO22000 
and OHSAS18001. One hundred sixty-six vocational trainings were 
held for 2,000 employees of Kazakh companies. Such training allowed 
local companies to raise skills of their employees and comply with 
requirements of current international standards, regulations and rules for 
heavy industry. Courses are held for officers of RK Regulatory Authorities 
to review certain aspects of oil and gas operations, which would help 
them in planning logistics, carry out economic analysis, administer 
implementation of contracts and carry out other activities. 
NCOC allocates additional funds to grant university scholarship to local 
students, who train in professions related to the Oil and Gas Industry 
and are not employees of the Company.



Kazakh Oilmen will Have 

the SAILOR’S TEMPER

Technologies, competences, equipment, services, 
as well as investment intentions, export and 
petropolitical projects related to the use of 
hydrocarbons to be produced at Kashagan and other 
fields of the Kazakh Shelf will come out on top. 

They make up a now obvious new foundation of the Kazakh Oil 
and Gas Sector during the following 50-75 years, what stable 
industrial development of the country and its security of energy 
supply shall be based on. In any case, the basis for that has been 
created during the recent years of Sovereignty.

About 10 contracts for subsoil resources use in the Kazakh 
Sector of the Caspian Sea have been executed during recent years, 
under which work is already intensively carried out. Seismic 
surveys of areas covering several thousands of square kilometres 
have been conducted, tens of exploration wells have been drilled, 
and a wide set of environmental work is being performed under 
the above contracts. Subsoil resources users under various 
offshore projects begin achieving a synergetic effect uniting 
their geological assets and fields into an integrated industrial 
infrastructure. Thus, Shell and "KazMunayGas" have developed 
a plan of its Khazar Field and Kalamkas-Sea, which belongs 

to the North Caspian Consortium, joint operation through their 
subsidiaries under the Zhemchuzhina Project. The Plan provides 
that Khazar gas would be injected into the neighbouring field 
formation to enhance liquid hydrocarbon recovery. 

It can be supposed that, as new discoveries are made and 
knowledge of the geological settings, producing reservoir relations 
and oil/gas formation response to development at various North 
Caspian fields is acquired, companies would apply more and more 
state-of-the-art and inventive methods of operation. It would raise 
the recovered hydrocarbon amounts, reduce their prime costs and 
increase the country’s revenues from offshore development. 

In decades, celebrating a 100-year anniversary of the 
Kazakhstan Oil Industry offshore era at the end of this century, 
our descendants would proudly name people, who opened the 
Caspian Shelf for the country’s prosperity. The first President of 
Kazakhstan, the first generation of the sovereign Republic oilmen, 
discoverers of Kazakh offshore fields. It would be honourable 
history for them. For nowadays state and oil industry leadership, 
experts and workers it is a properly performed work, which finds 
new and new continuations.

As mentioned above, the RK Leadership consider the Kazakh Sector of 
the Caspian Sea as one of the mostly important reserves of the country’s 
hydrocarbon resources. It will play the main role, when production at 
depleting onshore fields begins to decline. 
The nature of Kazakhstan Oil and Gas Industry will become more and 
more "marine" with every disappeared tonne of onshore oil and every 
additionally recovered shelf oil tonne. 

184 "MAJOR LEAGUE" OF OIL AND GAS 
MEGA PROJECTS IN KAZAKHSTAN

Chapter V
Oil and Gas of the Independent Kazakhstan

A Path of Conversion and Change



MAIN EVENTS OF THE CASPIAN SEA KAZAKH 
SECTOR DEVELOPMENT

1993, February: The Cabinet of Ministers Decree, On Development 
of Hydrocarbon Material Production in the Kazakh Part of the Caspian Sea, 
was passed.
The Kazakhstan Caspian Shelf State-Owned Company was established.
1993, June: The Concept of the Kazakh Sector of the Caspian Sea 
Development National Programme First Stage was approved.
1993, December: The International Consortium Establishment Agreement 
to Carry out Exploration at the Kazakhstan Shelf of the Caspian 
was executed. 
1994-1996: The International Consortium, Kazakhstan Caspian Shelf, 
completed the Shelf Seismic Prospecting Programme.
1996: Kazakhstan and Russia executed the Interstate Agreement, 
On the Caspian Sea Northern Part Bottom Delimitation.
1997: Kazakhstan and foreign investors signed the Product Sharing 
Agreement (PSA) for the North Caspian.
1998: Parties to the NCPSA established the Offshore Kazakhstan 
International Operating Company (OKIOC).
1999: The Consortium spudded the first well at the East Kashagan Structure.
2000: A gigantic as far as resources, area and thickness were concerned, 
Kashagan Field was discovered.
2002-2003: Kalamkas-Sea, South-West Kashagan, Aktoty and Kairan Fields 
were identified.
2002: Kazakhstan and Russia agreed on joint development 
of transboundary fields.
2003: The President Nursultan Nazarbayev approved the State Programme 
of the Caspian Sea Kazakh Sector Development.
2005: "KazMunayGas" purchased an 8.33 percent share in the North Caspian 
Consortium.
2008: "KazMunayGas" increased its share participation to 16.81 %.
2009: A new Operating Model was approved; North Caspian Operating 
Company B.V. (NCOC) became the North Caspian Project Operator. 
The Model provided for existence of the Operator’s Agents in various areas 
of oil operations.
2013: "KazMunayGas" increased its share to 16.88 %.
2013: NCOC made an attempt to develop the Kashagan Field. 
Production was shut down due to subsea pipeline cracking.
2015: Kazakhstan approved the National Plan to Prevent Oil Spills 
and Respond to Them in the Sea and Internal Water Bodies of the RK. 
2014-2016: The Consortium completely replaced pipelines between 
the offshore structure and Bolashak Plant.
2015: The Operating Model was renewed and approved, in accordance 
with which North Caspian Operating Company N.V. became the Single 
Operator and universal legal successor of North Caspian Operating 
Company B.V. and its Agents.
2016, 28 September: North Caspian Operating Company commenced 
production at Kashagan having opened wells of Island A.
2016, November: Commencement of commercial production 
at Kashagan was announced.
2016, 30 November: The first full tanker with "KazMunayGas" offshore 
oil amounting 85,000 tonnes was shipped.
2017, 8 January: The first million tonnes of Kashagan oil was produced.
2017, 3 February: Wells of D Island Hub were put into operation.
2017, 7 March: Wells of the ЕРС-3 Drilling Island commenced operation 
to maintain production at 180,000 bopd.



EURASIAN Depths

The Project was approved by the President Nursultan 
Nazarbayev, and witnessed so many representatives of interested 
international companies during presentations in the Conference 
Hall that oilmen were standing along the isles to hear about 
the new intention suggested by Kazakhstan. The Project 
implementation would allow identification of major structures 
comparable in resources with already discovered pre-salt fields 
of Tengiz and Karachaganak, determination of  both regional and 
global regularities of hydrocarbon distribution at a great depth. 
Development of deeply occurring hydrocarbon resources may 
prevent the production drop onshore in Kazakhstan during the 
following 20-30 years. The Eurasia Project commercial value is 
as great as it is valuable for the world geological science.

Nursultan Nazarbayev said in that respect, "We know that 
there are immense unexplored accumulations in the Pre-Caspian 
Basin at a depth of 6-7 thousand metres. And there are immense 
resources of oil and gas at the edges of salt deposits, but 
exploration has been seriously lagging behind during the recent 
years. "KazMunayGas", the Ministry of Energy and Government 
shall pay attention and involve global major companies in oil 
and gas exploration". Implementation of the Project is planned 
to cover the entire Basin area, i.e., both within Kazakh and 
Russian territories. 

Baltabek Kuandikov, the President of the Kazakhstan Oil 
Geologists Association, who was appointed a Coordinator of 
the Eurasia Project, described the intention, "The Pre-Caspian 
Basin is one of the largest oil and gas provinces in the world. 
However, the paradox is that having discovered gigantic fields 
in the close to the slope zone, such as Tengiz, Karachaganak, 
Kashagan, Astrakhan geologists have poorly explored its deeply 
occurring central part. In the meantime, the era of "easy oil" is 
passing, and the demand for hydrocarbons will but grow in the 
foreseeable future. So, we just have to approach at the national 
level the issue of attraction to Kazakhstan of new equipment 
and. And the Eurasia Project is very much to the point serving 
the purpose of testing grounds for progressive scientific tests. 
We are now working on guarantees of both fiscal and non-fiscal 
benefits and preferences for companies that would assume 
the main technical and financial risks during their further 
exploration and production". A well-known oil and gas manager, 

Every new mega project in Kazakhstan brought the Oil and Gas Sector and 
the country to a higher level of industrial, diplomatic and petropolitical 
achievements. That innovation became "revolutionary", when Kazakh oilmen 
presented an unprecedented for our Continent Eurasia Exploration Project in 
October 2013 during the VIII Eurasian Forum of KAZENERGY Association in 
Astana. It suggested exploration of the Pre-Caspian Basin hydrocarbon prospects 
at depths of 7-12 thousand metres and below. While probable resources of the 
Pre-Caspian Basin may amount up to 60 billion tonnes of oil.

186 "MAJOR LEAGUE" OF OIL AND GAS 
MEGA PROJECTS IN KAZAKHSTAN

Chapter V
Oil and Gas of the Independent Kazakhstan

A Path of Conversion and Change



Uzakbai Karabalin, reminds that the depth of the Caspian Basin 
sedimentary deposits is about 20-25 thousand metres, and it 
implies presence of enormous volumes of oil generating rocks 
and, accordingly, potential resources.

Kazakhstan offers drilling of an exploration well to a depth 
of 15 thousand metres as the first priority measure for their 
exploration. The idea was supported by Russia as well, which 
also decided to take part in the Eurasia Project. The Presidents 
Nursultan Nazarbayev and Vladimir Putin started the Project with 
symbolic keys in September 2014. 

In June 2017, such companies as KMG Eurasia LLP., Agip 
Caspian Sea B.V., RN-Exploration LLP., CNPC International 
Ltd., SOCAR, NEOS Geosolutions established the Eurasia 
International Consortium to explore the Pre-Caspian Basin. The 
Consortium initial investments are expected to amount US $500 
MM to invest into designing and construction of a rig, which 

would be capable of drilling into extra deep deposits, and also 
spudding of the well itself.

This new international project of Kazakhstan would allow 
all its participants to gain unique experience. However, there is 
a profound symbolic meaning in that it will be our country that 
will serve as the place to acquire more advanced knowledge and 
competences. The Republic of Kazakhstan has been expanding 
the limits of possible in the oil area for 25 years encouraging not 
only its own growth, but also development of its international 
partners. So, the basis has been created for our country to lead 
the oil industry of Eurasia and the world to new geological and 
technological achievements!



Chapter VI
PETROLEUM 
SOCIETY: 
FOR THE GOOD OF 
INDUSTRY, COUNTRY, 
PROGRESS

Oil producers would always have the lead in corporate 
investments to build new schools, hospitals, houses, facilities 
of the social, transportation and other infrastructure in the 
areas of their operations. They were in advance of many others 
to finance construction and development of Astana, the new 
capital of Kazakhstan. More than most oilmen contributed to the 
arrangement of the specialized International Exhibition EXPO-
2017 "Energy of the Future" in Astana. They still as before 
continue providing financial aid participating in the organization 
of numerous national and international events having importance 
for the Republic and its people.

This proactive stance of the petroleum society towards 
country’s mainstreams has been backed up by the efforts of the 
unique in terms of its strength and activity in Eurasia sectoral 
structure which is KAZENERGY Association. The creation of 
this organization is considered equivalent to such achievements 
in the petroleum history of the independent Kazakhstan as the 
transformation of oil-gas complex of the Republic from the 
second-rate industrial sector to the economic leader of the state. 

At the economic level over the reviewed period of 
independence Kazakhstan’s oil and gas complex has made a 
giant contribution to secure the prosperity of the Republic in 
both current and the next centuries. At the level of relationship 
between oil business and the state, industry and society inside 
oil-gas complex itself KAZENERGY Association by virtue of its 
activity has ensured the transparency and efficiency of this dialog, 
significantly extended oil companies’ involvement in a state-wise 
and socially important issues. 

This Association is the first model of a self-organized unit 
generated by the business people of Kazakhstan with a view to 
deal with the challenges which do not relate to the commerce. Its 
undertakings whatever diverse and various would them be have 
been aligned with the development of Kazakhstan oil operators 
wielding both the enough powers for industry-related solutions 
and the growing socio-political potential.

Speaking about the role of oil and gas industry in the future of Kazakhstan 
we would traditionally note the vast growth of production, budget revenue, 
scaling-up of production by virtue of subsurface use in the allied industries 
from the agricultural to machine-building industry. Underscore the rise of 
technology and managerial levels in the economy of the Republic secured by 
the leadership of oil companies and projects.



"KAZENERGY Association was established by the initiative of Uzakbai Suleimenovich 
Karabalin. He offered me to chair it giving such reasons that the industry was in need 
of the organization to protect oilmen’s rights and represent them in the negotiations 
with the Government. Indeed market players were acting independently at that time. 
Each of them had to singly protect its rights with state bodies. It did not always 
contribute to a building of an effective dialogue between the officials and business. 
The parties even if would manage to listen to each other turned than a deaf ear. 
Given such conditions it became necessary to have between the government and the 
participants of the market a kind of a mediator. KAZENERGY Association has become 
such a "mediator" and "the line of communication". 

Timur Kulibayev, 
the Chairman of KAZENERGY Association 



It is more than 
JUST TO PRODUCE 

Timur Kulibayev, the Chairman of KAZENERGY 
Association tells as how this plan was born: 
"KAZENERGY Association was established by the 
initiative of Uzakbai Suleimenovich Karabalin. He 
offered me to chair it giving such reasons that the 

industry was in need of the organization to protect oilmen’s rights 
and represent them in the negotiations with the Government. Indeed 
market players were acting independently at that time. Each of 
them had to singly protect its rights with state bodies. It did not 
always contribute to a building of an effective dialogue between the 
officials and business. The parties even if would manage to listen to 
each other turned than a deaf ear. Given such conditions it became 
necessary to have between the government and the participants of 
the market a kind of a mediator. KAZENERGY Association has 
become such a "mediator" and "the line of communication". 

There was no any similar organization in Kazakhstan by then. 
Reportedly some feeble attempts to unite payers of the oil and gas 
complex were taken, however they fell through. This idea was a 
distinctive because, explains Kulibayev "we wanted to create a 
non-commercial organization to aim at the continuous and effective 
government affairs which would be provided to all companies of 
the industry". The Prime-Minister Karim Massimov immediately 
supported this concept. 

On the 12th of September 2005 the establishing of the 
Association of oil and gas companies was declared by the 
participants of the foundation meeting chaired by the President 
of NC "KazMunayGas" JSC Uzakbai Karabalin. The founders 
state that their plan is aimed at the realization of the guidelines 
of the Message of the Head of the State of 18 February 2005 to 
the people of Kazakhstan, entitled "Kazakhstan on the path to 
faster economic, social and political modernization" as well as 
at the further development of entrepreneurship in the Republic. 
On the 10th of November in 2005 the General meeting passes on 
the unanimous resolution on the election of Timur Kulibayev the 
Chairman of KAZENERGY Association. He recalls: "Me and 
my colleagues were aware of all complexities the interaction of 
State authorities and representatives of oil-gas and energy industry 
implied. At the same time we had a vision of that how without 
fear towards the ambitious ideas either strong actions improve the 

processes ongoing in this sector primarily in terms of legislation. 
As a matter of fact the quality of the relationship of the power 
and business depends on how much simple and at the same time 
universal and comprehensible the legislation is. It did not take us 
long to formulate main objective and tasks, which we began to 
tackle, determined the guidelines of building a dialogue with the 
power, lined multinational relationships with major payers of the 
global energy market and with the most reputable international 
organizations. The Council of the Association, Coordinating 
committees for all areas of activity have been created as a part of 
KAZENERGY.

I came forward with initiative to establish an inter-ministerial 
commission for the development of oil-gas and energy sectors, 
which chair was given to the Prime Minister of Kazakhstan 
himself. Just for the record, apart from the heads of Ministries, 
agencies, national companies, it was for the first time in the history 
of industry that our Association joined the Commission as non-
commercial organization. By so doing it provided an opportunity 
to KAZENERGY members to make their suggestions require 
consideration on the governmental level.

Owing to all these actions our voice was listened to in 
Kazakhstan and respected in the external markets. At an earlier 
time in foreign countries they had been loking at Kazakhstan as a 
large producer and supplier of energy resources. Now they take us 
as a reliable partner in all energy-related areas.

Furthermore, based on my own experience acquired with 
KAZENERGY I developed proposals on the establishing of 
"Atameken" National Chamber of entrepreneurs of RK. We made 
sure that particularly such non-governmental voluntary organizations 
might pose a real expert power in the discussions of various issues 
with the Government. In my opinion this experience has been 
successful and useful for the country, business, and society".

There were 11 following "Core" companies that promoted 
"Kazakhstan Association of oil-gas and energy complex companies 
"KAZENERGY": "KazMunayGas", "Exploration Production 
"KazMunayGas", "KazTransOil", "KazTransGaz", "Intergas Central 
Asia", "Trade House "KazMunayGas", "KazakhstanCaspishelf", 
"KazRosGas" JSC’s also "Kazakhturkmunai" LLP and 
"KazMunayGas" - Service", "Neftianik" UF. 

As is known "Kazakhstan Association of oil-gas and 
energy complex companies "KAZENERGY" for the first 
time ever united them in 2005. 
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COMBINING ENERGIES

"Kazakhstan Association of oil-gas and energy complex companies "KAZENERGY" 
(KAZENERGY Association) was legally registered on the 2nd of November 2005. The adopted 
Charter set forth the basic principles of the Association which are voluntary membership, 
equal rights of the members, self-governance, legality, accountability, publicity and 
transparency of the activity. Today the Association has a total of more than 80 members. 
Along with the local companies-founders such national and multinational giants as Chevron, 
Shell Kazakhstan, Eni Spa, PetroKazakhstan, Total, LUKOIL Overseas, KEGOC the smaller 
size organizations which have an expressed industry-wise and social position are also being 
the part of KAZENERGY 

The highest regulatory body for KAZENERGY is the General meeting of its members, it sets 
priority directions of Association’s activities, and elects the steering body in the person of 
the Chairman of the Association. In addition there are also Association Council, Deputy 
Chairman and General Director of KAZENERGY. 

For the full efficiency of KAZENERGY activity it is structured in several priority 
directions which routine work is coordinated by the Coordinating and Expert 
councils as follows:
• Coordinating Council for Oil-Gas Sector Development
• Coordinating Council for Energy Sector Development
• Coordinating Council for Science, Innovations and Local Content Development
• Coordinating Council for Ecology, Social Responsibility and Transparency
• Coordinating Council for Human Capital Development
• Expert Council for Finance and Economy
• Expert Legislative Council 



"DIRECT LINE"
 KAZENERGY’s 

Already next year after the creation, the number of 
members of KAZENERGY almost triples. This dynamics 
reflects the growth in the confidence to the new Association by 
the participants of oil-gas and energy complex, which continues 
increasing its activity becomes more efficient and influential. 
The Management of KAZENERGY having determined the main 
objectives and tasks for the Association sets then the well-defined 
priorities of the work and principles of building relationships of 
the Association with State bodies, national and foreign companies 
and expert society. 

It goes without saying that the new members of the 
Association are attracted with the opportunity to benefit from 
its assistance with the promotion of their interests in the search 
of the best solutions within the dialogue with the power. The 
authority of KAZENERGY Management with State agencies is 
very high. At the same time for the officials it is also important to 
have a "permanent channel" of communication so that to better 
understand the attitude players of oil-gas complex have on many 
important issues. 

The Association ensures confidentiality and legitimacy 
which becomes increasingly important as the Initiative for 
a transparency of the extractive industries (ITEI) progresses. 
And it is progressing in Kazakhstan at the instance of the Head 

of the State since the same 2005, the year of KAZENERGY 
establishing. The Association in this event becomes one of the 
drivers of the implementation of ITEI into Kazakhstan’s oil 
and gas practice, by virtue of its involvement in both industry-
related modernization and modernization of the political life of 
RK. Within the framework of KAZENERGY there is a working 
group which reviews the corporate policy of companies-members, 
approves for them the terms of reference for reconciliation of tax 
revenues payments to the budget, summary reports and other vital 
issues of the agenda.

The attainment of fundamental goals is made up of everyday 
efforts on finding solutions for specific tasks. And KAZENERGY 
shapes its activity on the basis of real cases which defines 
the structure of the Association. There have been Executive 
committee to bear responsibility for daily work set up, advisory 
and consultative units – Coordinating Committees established 
(refer to "combining energies"). They are given functions of the 
actualization of the issues having the major importance for oil-
gas and energy sector and a supervision control over specific 
projects in the assigned areas. The activity in these fields ensures 
the continuous social value of KAZENERGY. So the time has 
not been ill spent.
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The dynamics of the change of KAZENERGY Association in size 

The number of the members of Kazenergy Association 



INSTITUTIONS
instead of the 

"MOVERS"

Creation of such system of a civilized lobbying is 
undoubtedly a big achievement of the oil and gas complex 
and political administrating over the years of independence 
of Kazakhstan. In this area RK has achieved a breakthrough 
with the experience of transformings in a short period of time, 
which the most part of the post-soviet states failed to cope with 
so far. This was made possible because the petroleum society 
having settled industry-related issues has become a driver of the 
improvement of the political-legislative system of the Republic. 
After all, during the years of its work KAZENERGY together 
with industry-supervising ministries and the Government has 
created the necessary institutional prerequisites for participating 
in the norm-setting activities of government agencies on an 
entirely legal basis. Yet the number of LSI’s developed by 
KAZENERGY continues growing.

The efficiency of plans implementation depends on the relevance of the operational 
strategy. In the field of a normative work KAZENERGY takes part in the drafting of Laws 
and Statutory Instruments (LSI) from the basic ground preparation i.e. starting from a 
laying of the concepts of LSI projects. Representatives of the Association participate in the 
State agencies’ working Groups for preparation of the drafts of LSI. KAZENERGY arranges 
meetings to discuss documents by the industry’s companies and authorized State bodies 
within the framework of the basis of the Councils of the Association and inside the working 
groups. On the LSI projects having greatest importance the organization schedules its 
own agenda taking into consideration interests of the industry and defends the position 
of oil-gas complex within all stages of LSI projects development up to the extent of the 
groups of the Majilis in the Parliament. 

Received from: KAZENERGY

year year year year

The number of LSI projects

Actions taken to achieve such results provide good 
experience to the other industrial associations. KAZENERGY 
began from the accreditation with the key Ministries which 
terms of reference cover the activities of the companies-
members of the Association. It joined the Government’s 
Interdepartmental Commission on the development of oil/gas 
and energy sectors. Made an agreement about the cooperation 
with the Ministry of energy for the collaborative expert and 
analytical work on the wide range of issues. As a follow up to 
the Association’s accreditation with NCE "Atameken" it started 
carrying out the functions of the working body of a subject-
matter Committee for the development of oil and gas industry 
under the Panel of the Chamber and also performing all key 
functions of "Atameken" in areas which involve interests of oil/
gas and energy companies. 



Not to kill 
THE GOLDEN GOOSE

In the first half of this decade oil and gas 
companies were concerned most of all with the 
administration in two areas which were taxes 
and the environmental legislation (the latter for 
the absence of the specified standards). The State 

listened to KAZENERGY’s position and following its initiative 
the working group was established, and the member of the 
Association Chevron company financed the preliminary review 
of the environmental legislation. On the resulted basis experts 
and specialists of KAZENERGY laid down their proposals 
which were handed over to the authorized agencies. And the 
recommendations were included in the Environmental Code, 
in terms of obtaining permits for technologically unavoidable 
combustion of gas, regulation of greenhouse gas issues, temporary 
storage of oil waste. Subsoil users were able to reduce costs 
under these articles and in conditions of low oil prices to keep 
investments in the main production, jobs in the fields, government 
revenues from the taxable base of production of black gold. 

In the tax legislation, KAZENERGY has similarly achieved 
progress on the export duty scale and granting privileges at the 
rate of the mineral extraction tax. For the solution of these and 
other issues was of help that the Association indeed came to be 
seen as a strong uniting force. On the other hand State bodies used 
to receive from KAZENERGY not just requests but meticulously 
worked out economic grounds substantiated by the analytical data 
and company’s letters. As you know, in the RK from January 1, 
2016, the export duty on oil was reduced, and then its floating rate 

was set. Some company dealing with the hard-to-recover reserves 
were given privileges on the MET. So, in sum, KAZENERGY’s 
efforts to liberalize the tax climate for oil and gas companies have 
helped them to free up additional funds for development and to 
unfold the downward trend in production and investment activity 
in Kazakhstan’s oil and gas complex.

There were also other amendments adopted. (refer to 
"Oilmen feel relieved").

"The main issue which we now work on in the 
Association is the optimization of current legislation ",- Bolat 
Akchulakov, present General Director of KAZENERGY says. 
– "KAZENERGY as the associated member of "Atameken" 
Chamber of entrepreneurs has been taken part in all working 
groups of the Government and Parliament. The Association 
is continuing to draft changes to the Tax Code, participating 
in the drafting of the new Subsurface Code. Specialists of 
KAZENERGY were working in the energy area with both State 
agencies and in private business therefore they know the issues 
from the inside and on all sides. "We propose to lay down liberal 
enough and lightened mode of taxation for those who is going 
to engage themselves in the exploration projects. Under the 
Subsurface Code we suppose more of liberty should be given 
along with the acquisition of the license for fields exploration and 
production ",- Akchulakov tells about the plans.

It is clear that within the participation of the Association in the advancement of industry’s and 
State’s interests the priority has been given to the joint work. The investment environment for the 
fuel and energy complex is to be built on the basis of the dialogue between the producers and the 
Government. The Interdepartmental Commission for the development of RK oil/gas and energy 
industry chaired by the Prime Minister mentioned by Timur Kulibayev accepts the initiatives of 
KAZENERGY members. The organizational support to the process is provided by the Coordinating 
Council for Oil-Gas Sector Development. Specialists of the Association uninterruptedly carry out 
all the necessary related to this issue work. And the results are noteworthy.
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OILMEN FEEL RELIEVED

Cooperation in the Working Groups of the Parliament and the Government on 
improving the tax legislation helped the KAZENERGY Association to make a number 
of significant amendments to the current Tax Code that facilitate subsoil use: 
• Defining of natural gas production cost and its utilization for domestic needs,
• Introduction of the order of translation of the units of measurements from barrel to metric 

ton (coefficient of barrelization),
• Exclusion of the norm on bringing to the cost of income when selling gas to the national 

operator below the cost price, taking to deductibles the amount of VAT on the abandoned 
non-productive wells. 

With regards to environmental regulations the Association supported by "Atameken" 
Chamber of entrepreneurs and companies of the industry 
was able to justify the following changes:
• To suspend until January 1, 2018, the provisions of the Environmental Code on the 

regulation of greenhouse gas emissions, 
• Include technological failures (deviations) of equipment and processes in the event of 

permitted combustion of associated (natural) gas in flares, 
• To release subsoil users from liability in cases of changing scenarios and schedules of gas 

combustion, deviations from the company’s emissions projects that do not exceed the limits 
of maximum permissible emissions,

• Eliminate discriminatory liability for emissions from flaring of gas in an economic assessment 
of damage from environmental pollution,

• To introduce the concept of "temporary storage of waste" for the proper settlement of issues 
with waste products when they are transferred to specialized organizations.



TEXT
without duplication

In the area of subsoil use regulation, the Association 
has made amendments to the current Law "On 
Subsoil" for the industry designed to reduce 
unnecessary and duplicating compulsory 
examination of the contract. The introduced 

changes excluded ecologic and economic analyses of exploration 
contracts and feasibility study from the list of mandatory project 
documents. Amendments simplified the terms of the template 
of subsurface use contract, set specific time frame for violations 
elimination by operators if any and also the cases when the breach 
by a subsurface user of contract terms is not being a reason for the 
early termination of the contract.

The approved concept of the "About the subsurface and 
subsurface use" Code draft implies a significant improvement 
in the conditions for doing business. The main task for the 
Code at the current stage of independence of Kazakhstan is the 
encouraging private investments to geologic exploration, maximal 
reduction of administrative barriers in the subsurface users’ 
operations with the retention of the appropriate and adequate 
State control over the rational resources production, enhancement 
of the competitiveness of Kazakhstan subsurface use legislation 
in terms of attracting investments from abroad.

It was already noted in the chapter addressing the 
development of the oil processing sector in RK that it has been 
undergoing the overall modernization. As a consequence the 
State’s regulation of a turnover of oil products in Kazakhstan 

market goes revision as well. With the participation of 
KAZENERGY, the existing legislation was amended, which 
resulted in a reduction in the number of intermediaries in oil 
refining, sale of oil products, their placement, the introduction of 
the principle of franchising. These and more of other renovations 
make for the oil products market of Kazakhstan to be more 
friendly for car owners, and more beneficiary for the buyers of the 
commodities and services which price includes the cost of fuel.

KAZENERGY also participates in the improvement of the 
legislation in the area of electrical energy. The Association having 
used its expert and organizational potential promoted the revision 
of existing pattern of tariffs setting for the energy generating 
companies, establishment of the non-profit company "Market 
council" assigned to carry out tracking and surveillance in the 
market of electrical energy and power. It helped reduce the terms 
for issuing technical conditions for connection to electricity and 
heat supply sources, which is extremely important for business 
and for social institutions and for ordinary consumers. Contributed 
to reducing the cost of electricity transmission in the Regions, 
consolidation of Regional electric grid companies to enhance  the 
reliability of power supply.. 

In addition the Association actively participates in the 
improvement of the legislation on the support of the use of 
renewable energy, energy conservation and energy efficiency.
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PETRODOLLARS 
give more 

The analysis of the total contribution of oil and gas sector to 
the social and economic development of Kazakhstan conducted 
for the first time in the history of its independence reports the 
impressive numbers. On1 tenge of the production of oil gas 
companies there are 0,78 tenge of additional production from 
the subcontactors. On 1 tenge of the added value formed by the 
producers the country receives 0,81 tenge of the added value in 
other sectors. On 1 tenge of taxes paid by oil and gas complex 
to the budget there are 0,14 tenge of payments under the projects 
of the associated with them manufacturers. On one work place 
provided by oil and gas sector there are 3,55 additional vacancies 
in other industries… 

Expanding opportunities for the development of the 
local industry KAZENERGY engages prospective partners in 
this process. There was the Memorandum about cooperation 
together with the Association concluded by "PSA" LLP which 
represents the interests of the State in large and off-shore 
projects of Kazakhstan and also with the Department of Trade 
and Investments of the Great Britain (UKTI). This document 
secured plans of the parties to set up the long-term partnership 
between Kazakhstan’s and British companies, support the increase 
of sales turnover between the Republic of Kazakhstan and the 
United Kingdom, aid the development of the competitiveness 
of Kazakhstan’s companies, increase the share of local content 
in oil and gas RK projects. To accelerate the implementation of 
these agreements KAZENERGY along with the large oil and gas 
operators develops the Plan to seek opportunities for the creating 
of joint projects and enterprises. The Association provided its 
expert and administrative base to a specially created Working 
Group, which determines the points of organization of joint 
projects, attracts interested Kazakh and British companies.

The Working interdepartmental groups as a viable 
mechanism to line up practical activities becomes widely adopted 
by the policy of Kazakhstan’s petroleum community.

There is a Working Group for realization of the 
Memorandum of understanding of the development of local 
industry signed with "PSA" LLP and Karachaganak Petroleum 
Operating B.V. which has been acting on the KAZENERGY’s 
site. What has been done for example by this group? 

To conduct pilot early tenders and place test orders with 
the potential for localization, 15 types of goods and services 
were selected at the Karachaganak project of which 6 are already 

"ALASH" base is online database of suppliers for oil and gas 
companies operating in Kazakhstan. The suppliers registered in 
ALASH may update provided information through the user-frinedly 
interactive interface. 
It was developed by the proposal of Malcolm Brinded, 
the Executive Director and the member of the Board of Directors 
of Shell company.

KAZENERGY advances interests of not only oil and energy operators but also the allied 
to oil and gas complex companies industries’. Since the last decade together with the 
members of the Association so large producers as "Tengizchevroil", КРО, North-Caspian 
Consortium it took part in the arranging and running of the business forums and joint 
meetings for the suppliers of mechanical products, chemical agents, service and machinery 
for processing waste disposal. The outcome of these summits became the creation of the 
new joint enterprises among TCO’s contractors. Karachaganak Consortium reports on the 
enlargement of the base on the account of Kazakhstan’s suppliers to 2400 companies 
and the increase number of the contracts with them. Samruk Kazyna Contracts increases 
partnership with local market players in all mentioned directions.

in operation. КРО awarded contracts for the test orders to the 
manufacturing and supply of drill bits of Kazakhstan origin, for 
the production and supply of the fencing. Under preparation are 
the orders for supply of barite, packing cement, caustic soda... 
It is a must for the a supplier prequalification before the early 
tender and test order that the tendered production should be 
manufactured in Kazakhstan. And this is an example of the work 
on just one oil project.

The wider engagement of this practice is ensured by the 
actions taken by KAZENERGY within realization of Aktau 
declaration about joint work, signed by "KazMunayGas" and 
the largest multinational oil companies operating in Kazakhstan. 
Within the framework of these actions the Association represented 
to its members the Unified suppliers database "ALASH". It 
contains a lot of information on the suppliers contracted out 
to three main oil and gas projects - Tengiz, Kashagan and 
Karachaganak, it enables the easier selection and search of local 
and foreign suppliers. Now there have been more than 1000 
enterprises downloaded to this data base and it is planned that 
later on all three operators will be using it. And this will give 
Kazakhstan suppliers new opportunities in both PO’s receipts and 
their companies development.



When there is a NECESSARY MAP 

To assist on this path KAZENERGY established its own 
Scientific and Technical Council (STC). The representatives of 
the State, corporate sector, scientific community, business elite, 
industry theorists and practitioners have been being involved in its 
activity. The consolidation of their competences allows to easily 
determine focal areas for the work to be run along scientific and 
research, experimental design and innovative technologies streams 
within oil-gas and energy industry.

There various issues in reference to the production, chemical 
agents and polymers use for the enhanced oil recovery, problems 
associated with the production, processing, transportation and 
prospects of Kazakhstan’s gas utilization, ecology innovations 
in the area of the contaminated ground reclamation, oil sludge, 
production waste, implementation and use of the alternative 
sources of energy are being the subjects of discussions at the 
STC meetings. It is seen that these issues become a subject matter 
included in the agenda of suppliers’ aforementioned forums 
arranged by subsurface users and KAZENERGY. 

Specialists and members of the Association outlined the 
most prospective for Kazakhstan’s companies market sectors and 

also the top-priority process issues faced by the oil producing 
sector. These 15 issues have been broken down to 5 key 
priorities: "Geologic and physical reservoir characteristics", 
"Field equipment", "Fluids dynamics and processing ", "Well 
operations and field development control" and "Labour safety, 
industrial safety and environmental protection within the 
framework of the operations". 

There has been a step-wise Schedule of actions developed 
so that to have all 15 issues solved as a follow-up. There all 
existing technological problems and solutions for their 
elimination including the transfer of technologies are brought 
with this Schedule. Following this schedule the Association 
actively participates in the construction of the national oil and 
gas production and processing cluster in the Western Kazakhstan 
to include also petrochemical industry, associated machinery 
production and services for oil and gas RK industry, which 
assumes also application of the new global technologies and the 
attracted investments.

"ALASH" data base is an opportunity and for its most rational use the road map of a 
scientific-technical development of the producing sector of oil and gas industry was 
laid down. It had been a proposal of Malcolm Brinded Executive Director and Member 
of the Board of Directors of Shell company to develop this map, spoken out during 
one of the Panel meetings of the Council of foreign investors chaired by the President 
Nursultan Nazarbayev. This "navigation direction" was compiled by the innovations 
experts of multinational and Kazakhstan’s companies, design and scientific institutes: 
"KazMunayGas", "Kazakhstan Oil and Gas Institute", "Kazakh-British University", 
Kazakh Polytechnic University.
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AT THE 
"OIL GENTLEMEN CLUB"

Fundamentally KAZENERGY has been international in 
nature which feature is to strengthen the positioning of both the 
Association and Kazakhstan itself in addressing global energy-
related issues. It is the Eurasian Forum KAZENERGY which 
is held by the organization every year since 2006. One of its 
founders Jambulat Sarsenov explains: "This Forum has built the 
national platform for the creation of global energy agenda very 
relevant to the interests of Kazakhstan". (Later on we will tell on 
the utilization of this opportunities in detail).

In June 2008 KAZENERGY Association joins the World 
Petroleum Council (WPC). In common with KAZENERGY 
WPC is nonprofit organization representing the interests of 
the global oil and gas community and providing a forum to 
discuss global issues of fuel and energy complex. The purpose 
of the Association’s membership in the Council is to represent 
the interests of the oil and gas industry of Kazakhstan in this 
authoritative international organization.

Membership in WPC provides the maximum access to 
KAZENERGY and therefore its other members to the latest 
information on the newest scientific and technological discoveries 
and achievements, to the general economic and field-specific 
industry information as well as to the data on the current state of 
affairs in the oil and gas industry of almost all countries of the 
world. Sauat Mynbayev at that date RK Minister of Energy and 
mineral resources satisfyingly remembers: "Extensive exchange of 

knowledge and technologies, partnership in the environmental and 
energy conservation issues solutions followed the joining to WPC. 
Kazakhstan’s companies received support in the international 
markets and strengthening of their authority world-wide, the areas 
for cooperation were added by more ones".

Petropolitical dividends Kazakhstan gained from 
KAZENERGY's membership in WPC are great as well. The 
Council when choosing the host country for its next event 
highlights by the choice done the importance of the chosen 
country. In October 2012 the meeting of the National Council 
of WPC is held in Kazakhstan for the first time as a part of VII 
Eurasian Forum KAZENERGY in Astana. This decision testifies 
to a recognition by global petroleum community the growing 
international authority of Kazakhstan and that the contribution of 
KAZENERGY Association to this grows is giant. 

This event became not just another image-building action 
to heighten the status of RK as the world-class energy market 
player. Membership in the World Petroleum Council gives rise to 
a new diplomatic stage of Kazakhstan’s stance on the global scene 
with various interests. Each step made in this area provides for 
the transformation of the Republic from its initial status of a raw 
material producing country into the State which sets rules for the 
players of global energy market. 



PLAYING
simuls

As resolved by the Head of the State in June 2009 the 
Association signs Memorandums of cooperation 
in the renewable energy with IRENA International 
Agency. It is referred to also cooperation in the 

arrangement of the International specialized Exhibition "EXPO-
2017" "Energy of the future" which will take place in Astana. 

In the late 2011 Kazakhstan becomes the full member 
of the International Energy Forum uniting for the efficient 
dialogue both producers and consumers of mineral resources 
with the aim to ensure global energy security. In the essence 
this organization’s mission is the prevention of "energy wars" 
and impacts political and ideological conflicts may have 
on the world prices. 89 countries constitute МEF, where 
our Republic is represented by KAZENERGY Association. 
Membership in this organization undoubtedly makes the role 
of Kazakhstan more significant in the generating of global 
energy security taking into account the national interests … 

Shortly after joining to WNC the Association becomes a 
member of the World Energy Council (WEC). And since that time 
KAZENERGY participates in the coordination of the activity of 
the National Committee of our country under WEC. Membership 
in the Council allows our country to expand cooperation with 
professional organizations and recognized experts in the area of 
energy from all over the world and also review the vital issues 
in relation to energy development. Gradually the participation 
of KAZENERGY in the related discussions puts RK forward 
to play one of key roles in the development of global energy 
agenda. In 2014 as a part of Astana Economy Forum the 
Association along with RK Government and "Samruk-Energo" 
JSC arranges the World Energy Leaders’ Summit devoted to the 
"Energy in the transition period: opportunities and emerging 
risks". In two years, in 2016 the 23rd World Energy Congress 
"Embracing New Frontiers" is held with a participation of RK. 

The advances in this area show that Kazakhstan is not only large 
producer of the traditional energy resources but is the country having 
its own projects of generation and consumption of renewed energy.

Among them there are projects on wind-powered energy 
generation, solar energy, renewed sources of other kinds (RES). 
On the one hand they are able to help with the supply of the 
vast in terms of its area city but not the unevenly populated 
Kazakhstan. On the other hand having joined by means of 
KAZENERGY to the development of RES processes and 
technologies the Republic receives access to the knowledge 
acquired in this area and the opportunity to influence its 
development. This means to participate in generation and 
coordination of the new energy just emerging market. And it 
is critical to secure the national interests as early as at the 
stage of a setting of the promising energy and economy sector.

KAZENERGY develops petropolitical relations of 
Kazakhstan with various parties of the global oil and energy 
business. For example it concerns The International Energy 
Agency (IEА). In April 2015 during the visit to Astana of IEА 
Executive Director Maria Van der Hoven the Memorandum 
on the cooperation between the Agency, RK Ministry 
of Energy and КAZENERGY Association was signed.

IEА is not just the ordinary participant of the 
global sectoral system. It is an autonomous international 
organization acting as a part of Organization of economic 
cooperation and development (OECD) which unites the 
richest and the most developed countries which at the same 
time are being the major importers of energy products. 

Their commercial and strategic interests as basically 
hydrocarbons buyers differ from the priorities which have 
such cartels as let’s say Organization of oil exporters OPEC. 
Whereas through the Association Kazakhstan now to be a 
desirable partner "at the various tables" of global energy 
community. Jambulat Sarsenov explains the sense of such 
policy of a diversified partnership: "Nowadays global energy 
complex constitutes a complicated multilevel system that 
simplistic policy approaches to no longer be appropriate".

At the turn of the last decade petropolitical diplomacy of 
Kazakhstan attained significant success on the world scene. 
It was aided by the extensive involvement in the international 
affairs of KAZENERGY Association.
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Instead of disputes, Kazakhstan offers

MEDIATION

Eventually the first country to chair the supreme body of 
Energy Charter becomes Kazakhstan in 2014. In November 
of the same year during the 25th panel of the Conference in 
Astana the declaration to determine general guidelines for 
strategic areas of development of Energy Charter for the next 5 
years is signed. The Chairman on Kazakhstan party is Uzakbai 
Karabalin Minister of Energy and mineral resources of that time, 
his Deputy is Jambulat Sarsenov. 

According to Sarsenov for Kazakhstan and KAZENERGY 
the chairing at the Conference is not a formality but the part of a 
long-term deliberate policy. "We have approved ourselves reliable 
and experienced international partner and are willing to work 
on the advancing of the Charter to the forefront in the system of 
global energy management. I hope that our initiatives will be of 
help to eliminate in the future the observed lately some lack of 
balance between the realities of the global fuel energy complex 
development and the standpoints of some states and politicians. So 
the participation of Kazakhstan and in particular KAZENERGY 
Association in the processes of the Charter is seen geopolitically 
important",- Deputy Chairman of КAZENERGY makes it clear.

One of the key proposals in this area brought up by 
Kazakhstan and KAZENERGY is the use of mediation (brokerage 
method assuming the alternative setting of disputes with the 
involvement of the third neutral and unbiased party) in order to 
avoid a resorting to international arbitration and lengthy judicial 
proceedings. In addition to Astana’s recommendations to the 
participants of the Conference to establish under the General 

secretary of Energy Charter the post of an Ombudsman for the 
protection of investments and to ensure more efficient assistance 
with disputes settlement and their prevention, also proposals on 
the promotion of investments for energy sector which specifically 
concerned transit, trading, modernization of Energy Charter’s 
processes were made. 

The performed by then an in-depth review of the investment 
climate and the structure of the market in the energy sector of RK 
reported that the country significantly improved the conditions 
of entrepreneurial environment which is proved by the growth of 
the direct investments. The production increased the network of 
oil and gas pipelines was upgraded and greatly expanded for the 
purpose of exports and cooperation development. 

It is reduction of economy’s energy intensity which now 
becomes one of the priority targets for the Republic. It requires 
technological upgrading, tightened control on the consumption, 
raised public awareness of the energy efficiency programs, the 
appropriate pricing policy, the further streamlining of public 
services. 

This year the Administrative office Energy Charter and 
KAZENERGY are to conclude the preparation of an in-depth 
review of Kazakhstan’s energy efficiency policy. It will address 
not only integrated evaluation of the current status of the related 
strategies and policies development but also the analysis of key 
problems and barriers which hamper energy conservation.

"Nowadays global energy complex 
constitutes a complicated multilevel 
system, where simplistic policy 
approaches are no longer appropriate."

Jambulat Sarsenov,
Deputy Chairman of KAZENERGY Association, 
Counsellor to the President of the World Petroleum Council

The more sophisticated multi-vectoral approaches are inherent for 
Kazakhstan’s policy and its petroleum community. КAZENERGY Association 
is the participant of European Energy Charter, organization propagating 
principles of a free trade and energy products transit. At its another forum 
КAZENERGY supports the concept of significant enhancement of the role of 
a country to chair at another meeting during the establishment of agenda of 
the organization and planning of activities. 



NATIONAL
ENERGY
REPORT

Among the studies on the state and prospects 
of oil-gas and energy complex of Kazakhstan 
a National Energy Report of KAZENERGY 
Association has a special place. This is 
document prepared at first in a good 2013 and 

later on remade taking into consideration the new market 
realities of the hard for global and national economy 2015. 
This Report was initiated by Timur Kulibayev, the Chairman 

of the Association the Head of "Atameken", the leader of oil-
gas and corporate community of RK. 

He explains the necessity of this study as follows: "There 
is a package of measures targeting the competitive growth of 
Kazakhstan under current conditions which is assigned and is 
under way as a part of the Head of State Nursultan Nazarbayev’s 
100 concrete steps for the realization of five institutional reforms. 
The emerged situation is fraught with various risks therefore 
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when the cost of wrong solutions can be too high it is essential 
to have and independent expert’s opinion from the outside. 
Its evaluation of prospects for development of global energy 
resources market, the role of Kazakhstan’s fuel and energy 
complex, recommendations of the needed actions and political 
measures for enhancement of total competitiveness and efficiency. 
An objective forecast for domestic energy resources consumption 
which purpose first of all is to prevent an inefficient outlay for 
a wasted capacity is important to the same degree for fuel & 
energy complex and for the economy of the state Therefore 
KAZENERGY Association with support of its members and 
owing to ExxonMobil’s Kazakhstan Inc. and "Samruk-Energo"’s 
JSC contribution involved IHS Energy, one of the leading 
consultants in oil and gas and energy area in the work on the 
"National Energy Report of KAZENERGY 2015".

National Energy Report of KAZENERGY reflects the 
key indicators and perspectives for development of fuel-energy 
complex of the country. Possible solutions to address the faced 
challenges are proposed".

At the 10th Eurasian Forum KAZENERGY the overview of 
the "National energy report 2015" was presented by Daniel Yergin 
the recognized energy expert, Vice-Chairman of IHS, the Pulitzer 
Prize-winning. He stated that, that baseline long-term forecast was 
made for Kazakhstan’s fuel and energy complex which accounted 
the wide range of driving forces, events and conditions set out and 
reviewed in the Report. 

"But still we do recognize and see right to note that in 
addition to the available with the country mineral resources base 
and the developments in the international marketplace the actual 
turn of the situation in no small part will be depending on the 
political solutions and actions the Government of the Republic 
of Kazakhstan is supposed to take, - Daniel Yergin emphasized. 

And it is right that National Energy Report of KAZENERGY 
proved to be requested by not only industrial community and the 

corporate sector. It is used also by the state bodies when they have 
to make a decision on such issues as investments, taxes and other 
with regards to fuel and energy complex. This expert study of 
Kazakhstan’s and international analytics has made for the shaping 
of state energy policy of the last years. In addition to all pragmatic 
merits of this document its advent per se and the drawn response 
indicated as how much high the efforts taken by Kazakhstan’s oil 
community towards the development of industrial and national 
independence has been estimated by the Government of the 
Republic and petroleum community.

Events and actions KAZENERGY held jointly with 
international organizations it eventually carried to the effective 
partnership to solve tasks vital for Kazakhstan, and its sector-
wide community. Since last year the Association has been 
realizing the new phase of cooperation with UN Economic 
Commission (UN/ECE). At the initiative of KAZENERGY 
partners held Ministerial Conference and 8th Multinational forum 
under the general name of "Sustainable energy development" as 
a part of EXPO-2017. The adopted here ministerial declaration 
addresses practical measures to attainment of the goals of the 
new Global Agenda for the period till 2030 (Agenda 2030). This 
declaration will form the backbone of the Manifest of values 
EXPO 2017 - a basic outcome document of the exhibition and 
one of the key areas will become the general support of the 
President Nursultan Nazarbayev to establish in Astana under 
United Nations auspices of Multinational center of "green" 
technologies and investment projects.

Thus KAZENERGY at the 25th milestone of the history of 
independent Kazakhstan comes down to realization of plans of 
development of the most prospect and futuristic renewable energy.

Ministerial Conference and the 8th International Forum 
under the EXPO-2017



KAZENERGY
collects the quorum for the future

The Forum was attended by such famous personalities 
as German Chancellor Gerhard Schröder, Chairman 
of Shareholders’ Committee of Nord Stream and the 
heads of international institutions as Randall Gossen 
President of the World Oil Council and the top 

officials of the World Energy Council, top managers of oil and gas 
and financial corporations – World and European Banks, oil and 
gas giants "Gasprom", Chevron, ExxonMobil, Royal Dutch Shell, 
BG Group, Conoco Phillips, the largest investment companies, 
pricing agencies including JP Morgan Plc, HSBC Bank Plc, Platts 
and many other.

Such representation suggests that the discussions of 
the Forum attendees influence Kazakhstan’s and global 
energy agenda, secure the proposed ideas by the authority of 
the assembly. Eurasia Forums proposed the liberalization of 
Tax Code, Subsurface and ecological Legislation, measures 
to simplify administration and realization of the producing 
industry transparency, increase of the local content with oil-gas 
and energy projects. Addressed were concepts of development 
of RES, energy conservation, technologic modernization and 
human resources development. It was frequently that the 
innovations from Kazakhstan’s field being advanced by the 
Eurasian Forum turned to be trial models to carry this experience 
over to the global practice energy countries and companies. 

The cutting–edge solution for the continuity of generations 
and timely advancing of the young leaders became the 
International Youth Energy Forum "KAZENERGY" conducted 
as a part of Eurasian Energy Summit. It is the site for the open 
communication of the distinguished industry-wide personalities 
and talented young people to share with them values and 
experience acquired by Kazakhstan’s oilmen of the first 
generation. The young people present to oil luminaries and contest 
committees their ideas and developments to apply that in various 
fields of oil-gas and energy complex. Sectoral corporations would 
find here the new technical solutions and young inventors whereas 
the latter would get the chance to use "social elevators".

These measures are the part of the efforts undertaken by the 
oil community of Kazakhstan invested through KAZENERGY 
Association and its International Youth and Eurasian Energy 
Forums in modernization of technological, professional, social 
relationship within the Republic. Heading this way oilmen 
also contribute to Kazakhstan entering in the first 50 the most 
competitive countries in the world. The new generation of 
Kazakhstan’s oil community initially forms as the active and 
creative force striving not for virtual fancies but real activity.

The bigger opportunities for this are provided by 
KAZENERGY educational program introduced by the 
Association from the very beginning of its activity. It provides 
for a scholarship allowance and grants to also the tutors 
in the RK branch schools. The sponsor aid is provided by 
KAZENERGY members: "KazMunayGas", Shell, Chevron, 
"Mangistaumunaigas", et al. In total from 2007 to 2016 more 
than 200 million tenge were paid under this program which 
awarders have been 1000 students in RK and also teachers 
in oil-gas and IT disciplines of the technical and professional 
education and masters of vocational education. In the first 
instance scholarship are allowed to the students from needy, 
multi-child and single-parent families also orphans, handicap 
persons, awarders of "Altyn Belgi" honors students, winners 
and prizers of the republican and international contests and 
scientific projects.

Members of the Association allow them for the purpose 
of training to use operation facilities, take part in the evaluation 
commissions to assign grade to the graduates of technical, 
professional, higher and post-graduate education. When 
selecting program beneficiaries KAZENERGY experts consider 
the forecasting factor: which technologies and skills would be 
in request within industry in 5-10 years, what time new fields 
would be entering exploration and production or currently 
produced fields would reach their maturity.

Almost immediately after the formation of KAZENERGY oil and gas 
community of Kazakhstan has tried to use the Association tooffer 
the international sectoral and petropolitical quarters its agenda. 
The afore mentioned Eurasian Energy Forum KAZENERGY has been 
the most effective way to do this. 
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The response to these questions in terms of human resources 
Kazakhstan’s oil community gives connecting education and 
operations. The another objective of the Association’s Program is 
to strengthen contacts between educational institutions and subsoil 
users, assist schools, colleges, universities to aim at the training 

of the most needed by oil and gas complex vocations by means 
of the utilization of the cutting-edge methods of professional 
education and science.



AS A TEAM
A specific nature of petroleum activities itself starting 

from the geologic field studies, which is the period of hopes 
and romantics is continued by the dedicated work to develop 
the intact lands, consolidates people doing this work by their 
tremendous goals and great efforts of the teams formed of tens 
and thousands of colleagues. The more so when the operational 
tasks are added by the goals of public importance as it was in 
the oil and gas history of independent Kazakhstan. Industrial 
community at that time managed to overcome the split of oil and 
gas complex, found new landmarks, secured the development of 
a strong local oil and gas sector. Over the years of independence 
by the beginning of current decade there were several oil trade 
union organizations formed in Kazakhstan predominantly in 
Atyrau and Mangistau Regions. Each of them claimed to be an 
industry body however as a matter of fact they all were split-up. 
As a follow up to the new Labor Legislation of 2012 there was 
a need that associated industry trade unions should have been 
established and current professional solidarity practice changed.

It was logical at that stage of Kazakhstan’s oil and gas 
community development that trade unions of "KazMunayGas" 
Group initiated that. The teams busy with production, 
transportation of oil and gas, oil conversion, service operations 
established the republican public association "Industrial trade 
union of the employees of oil and gas complex". The national 
sector of oil and gas complex, as it had been in the previous 
decade and earlier time repeatedly had undertaken the leadership 
in the corporate changes, in a social movement. Now the 
professional unity was required to meet the interests of the 
wider range of workers. 

The founding conference with the participation of Trade 
unions’ leaders child’s organizations of the national oil and gas 

company and production departments operated in different parts 
of the country was held in Astana in September 2013. At this 
Conference the composition of the trade union was approved, 
its President, central council, and auditing commission elected, 
organizational structure to include 10 Regional branches and 
one in each of the capitals approved. "The appearance of a 
trade union of this kind will be one more additional factor of 
social stability of the national oil and gas operator",- Kairat 
Amandykov, Vice President of the Federation of RK Trade 
Unions stated at that time. 

That was indeed the case. Not less important was that as 
fast as next year as a follow up to the establishing of industrial 
Trade Union of the oil and gas complex’s employees collective 
agreements of several enterprises were recognized the best in 
the country based on the results of the national competition on 
business social responsibility "Paryz". (refer to the Chapter "The 
national "champions": contribution to success").

The undertakings of oil and gas community of Kazakhstan 
show the increasing level of coordination and social 
responsibility. The authorized state body such as RK Ministry 
of Energy, employers such as "Atameken" National chamber 
of entrepreneurs, KAZENERGY Association and represented 
Trade Union employees signed in last November the Industrial 
Agreement for oil and gas, oil processing and petrochemical 
sectors of the Republic of Kazakhstan for years 2017-2019.

It stands for the development of international partnership 
and dialogue, implementation of actions to prevent social-labor 
conflicts and strikes, other measures aiming at the expansion 
of the State’s partnership, business and workforce in order to 
ensure balance between the parties… 
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THE OIL NATURE
Oil and gas community of Kazakhstan as well as the 

concentration with KAZENERGY Association and also as 
the part of National Chamber of Entrepreneurs "Atameken" 
influence the investment climate of RK by means of 
development and discussions of new legislative projects in the 
area of subsoil use, operations, oil conversion. Oil and energy 
companies, united in their aiming at the overall progress of the 
Republic invest significant means in ecologic, humanitarian, 
educational programs. This is the way the whole civilized oil 
world business is heading to the future. This is the way taken 
by the oilmen of Kazakhstan.

It is grounded now to say that oil-gas community of 
Kazakhstan continues as previously to maintain not only the 
State-set production targets and realize corporate programs with 
honor. When solving complex and very often novel industry-
related tasks Kazakhstan’s oil producers have not withdrawn into 
their own business plans, on the contrary they have extended 
their national and social responsibility in to different areas from 
professional education to energy diplomacy. Modernization in 
all dimensions of the life of our country to have a relation to oil 
activity has turn to be a natural extension of the development 
of oil and gas complex. They are ensured not only due to the 
outstanding progress reported over the years of independence for 
the production of natural resources and attracted investments. Far 
greater importance for this rapid progress has the human capital 
of Kazakhstan. 

Outstanding politicians and economy leaders, highly 
qualified specialists, responsible and hardworking employees 

of oil and gas complex of the Republic make for the rise of 
the Republic. This way is not simple given current conditions, 
but Kazakhstan citizens better than most surmount difficulties 
common now world-wide. It is witnessed by the GDP per 
capita and average salary and the level of a stableness of 
the country’s and its people’s lives. Such national success is 
one more proof to that the riches of the earth is just a chance 
and not a guarantee of the prosperity and the development of 
natural resources depends on the activity of the people. This 
is constant value vs. many variables. 

Oil producers are the pioneers with taking this chance in 
the call of duty so to say. To perform such work one should be 
of a distinctive nature, because even if fields development may 
run over the decades, in the beginning even so these natural 
depositaries should be explored, facilitated prior to born fruits. 
Therefore Kazakhstan’s oil producers are strong people which 
mindset is to see the prospects for many years to come and these 
competencies are applied not only in the industry-related projects 
but in other areas having importance for our country.

Experience and results gained by oil community over 
the time of independent development of oil-gas complex and 
Kazakhstan generally proves that both these processes go 
alongside. It is evident that it will be going on in such a way. 
Human energy releases and makes the hidden subsurface energy 
to serve to benefit of the country. Good ideas and determined 
efforts pave way to the future for the people. 
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Kazakhstan’s oil and gas industry entered the era of Independence with a huge amount of available opportunities 
which for various reasons were not translated into actions in the Soviet period. However, with the obtaining of 
sovereignty by our State these opportunities became a reality in quite a short time. Since the beginning of independent 
development oil production grew from 26 million tons in 1991 to 78 million tons in 2016. Today the Republic of 
Kazakhstan ranks the 15th in the world among producers of black gold. 

This three-fold increase in oil production is unmatched as compared to the majority of the states that were formed 
in place of the former Eastern bloc. Gas production has increased five-fold, and it is also an outstanding achievement 
for our part of the world over the few past decades.

Giant Kazakhstani projects such as Tengiz, Karachaganak, Kashagan are now known all over the oil world 
not only for the large volumes of production. Over the years of independence these fields have become a place of 
development and application of innovative technologies in the global oil industry. Their development served as a driver 
for the advancing of world geological science, subsoil use, mechanical engineering. Setting up and facilitation of these 
international "contracts of the century" is the result of the wise diplomacy and effective investment policy shaped by 
the Head of state Nursultan Nazarbayev in the run-up to the entire national independence. The domestic oil and gas 
sector which is now concentrated in the National Company "KazMunayGas" is ranked with the global "brands". Having 
overcome the difficulties of transition from the administrative system to modern corporate activities Kazakhstan’s oil 
and gas companies have turned from separate assets into a powerful vertically integrated conglomerate which covers the 
markets of Eurasia and business processes from hydrocarbons exploration to the retail sales of oil conversion products. 

Implementation of oil projects have attracted to Kazakhstan over $ 100 billion of foreign investments. And they 
turned out to be comparable in terms of the size with Government revenues, investments in the social and economic 
development of the entire Republic, to the welfare of the country’s citizens, created tens of thousands of jobs in oil and 
gas industry and hundreds of thousands of additional vacancies in related sectors of the economy. 

Therefore, throughout the history of independent Kazakhstan the fuel and energy complex is continually increasing 
its role as the pillars of the national economy. Oil and gas industry ensures about 40% of the annual industrial production, 
about 45% is the revenue portion of the state budget. It is oil revenues that are mainly replenish the National Fund of 
RK, which mitigates the dramatic problems of the world economy for the citizens of the Republic. The money received 
by the Fund from oil industry will serve the next generations of Kazakhstani people. 

As the political events of these years have shown that oil and gas complex makes a significant contribution to the 
strategic security and stability of Kazakhstan’s position. The energy projects and agreements of our Republic with the 
leadership and investors of the United States, the European Union, China, Russia ensured the interest of these countries 
and associations in supporting and partnering with Kazakhstan. In its turn, the webbing of interests of different parties 
to mutual benefit made our state a source of cooperation in the global modern civilization. 

It is clear that a significant role in these processes was played by the deliberate Kazakhstan policy to ship export 
flows to various world markets. The system of the Caspian Pipeline Consortium, the Kazakhstan-China oil pipeline, the 
Turkmenistan-Uzbekistan-Kazakhstan-China gas pipeline, the multi-transport route from Kazakhstan to South Europe, 
the transit of Russian oil to the PRC. These projects were pursuing commercial purposes, but at the same time they 
made Kazakhstan come to stay in the center of the energy system of Eurasia - the largest world economy, provided the 
Republic with the opportunity to freely make a choice of sales markets. 

Kazakhstan commenced the commercial production of giant oil and gas reserves of the Caspian Sea. The 
development of Kashagan has been commissioned and the development of other fields discovered on the Caspian shelf 
will begin in the near future. The Future Expansion Project, which will give a production increase equal to the output 
of the whole oil country has been started at Tengiz field. 

It will provide jobs for tens of thousands of Kazakhstanis, will strengthen the social welfare of millions of people 
in the Republic. A similar in the scale project, the project of another giant, Karachaganak, development is ahead.

In 2015, a development team headed by Ural Akchulakov, the Republic of Kazakhstan Academy of Mineral 
Resources Academician and including Geroy Zholtaev, Doctor of Sciences in Geology and Mineralogy, Kurmangazy 
Iskaziev, Candidate Doctor of Sciences in Geology and Mineralogy, Peter Kovrizhnikh, Candidate Doctor of Sciences 
in Geology and Mineralogy, Boltabek Kuandikov, Doctor of Sciences in Geology and Mineralogy and Evgeniy Ogai, 
Doctor of Sciences in Engineering completed a comprehensive estimation of 15 existing in Kazakhstan sedimentary 
basins.  The work resulted in publication of a new Atlas of Oil and Gas Bearing and Promising Sedimentary Basins in 
the Republic of Kazakhstan.  Such a large-scale work has demonstrated great potentials of Kazakhstan, which more 
than three times exceed the Republic’s own estimation of predicted recoverable oil and gas resources, from 22.7 billion 
tonnes to 76.4 billion tonnes! 

A final word



The prospects of the Eurasia project for the exploration and development of oil-
bearing deep horizons of the Caspian Basin are also realistic.

These achievements allow us today to confidently talk about the continuation of 
the development of oil and gas industry. The integrated role of oil and gas of Kazakhstan 
will be growing even more because the country’s natural resources as well as the 
already created production capacity and the planned additional capacity determine the 
further growth of energy carriers production and exports and consequently increase the 
importance of oil revenues for the economy, the state, citizens of the RK, expand the 
political influence of our country. 

The significance of the oil industry will be going further strengthening due to the 
upgrade of the processing sector up to the cutting-edge technological level, which will 
ensure a significant increase in the output of high-quality petroleum products. Expansion 
of the domestic production will release RK from their import. At the same time the 
substitution by environmentally friendly gas fuels of other fuels has been progressing 
in Kazakhstan. The use of domestic commodities instead of expensive imported ones, 
replacement by economical and clean energy sources of the more costly ones is fuel 
modernization, which is increasing the pace in the country. In its turn, this process makes 
a significant contribution to the raising of the competitiveness of Kazakhstan’s economy.

It stands to reason now that the fuel and energy complex of the Republic spent the 
previous years for not only the intensification of production of traditional fossil-based 
energy sources. Like other contemporary oil-rich nations, Kazakhstan has taken care of 
promoting renewable energy sources (RES) projects. The Strategic Development Plan 
of the Republic of Kazakhstan until 2020 identifies projects for "green" energy; the 
first contracts have been underway. The adherers to these concepts gradually involve 
themselves in attracting international technologies and investments, which role in the 
first decades of independence was assumed by oil and gas sector. 

The potential of renewable energy sources in Kazakhstan is estimated to be higher 
than 2.7 trillion KW, and this is more than twice as much current volume of energy 
heating capacity of the annual production of oil and gas in the country. The full use of 
renewable energy even without taking into account other types of fossil-based fuel in 
addition to hydrocarbons will make RK to be one of the five largest energy countries 
in the world. The tasks of developing traditional and renewable energy sources will 
undoubtedly be addressed in Kazakhstan in parallel. These plans have a long-time 
horizon and not a single generation of Kazakhstan’s people will have to deal with their 
implementation. With a high probability it can be assumed that among those who will 
be implementing RES projects there will be employees of new specialized divisions of 
the current domestic companies of fuel and energy sector, "new" energy and oilmen of 
the XXI century… 

Well, today oil production differs dramatically from the first production trials at the 
beginning of the last century, and the organization of sectoral activities differs from what 
it was at the end of the Soviet time. But no matter how innovative would the changes 
be, the continuity of traditions and generations remains unchanged in Kazakhstan. And 
this is a guarantee that the foundation of achievements and successes of previous years 
will continue and the new goals will be achieved. 
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These achievements allow us today 
to confidently talk about the continuation 
of the development of oil and gas industry. 
The integrated role of oil and gas of 
Kazakhstan will be growing even more 
because the country’s natural resources 
as well as the already created production 
capacity and the planned additional 
capacity determine the further growth 
of energy carriers production and exports 
and consequently increase the importance 
of oil revenues for the economy, the state, 
citizens of the RK, expand the political 
influence of our country. 
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