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INTRODUCTION

Section 1:

The U.S. Trade and Development Agency (USTDA) has provided a grant in the amount of
US$327,844 to KMG Transcaspian LLP (the “Grantee”) in accordance with a grant agreement
dated September 23, 2009 (the “Grant Agreement”). This Grant would fund technical assistance
(the “Technical Assistance”) for a propased Maritime and Legal Regulatory project (the
“Project”) in Kazakhstan (the “Host Country”). The Grant Agreement is attached at Annex 4 for
reference. The Grantee is soliciting technical proposals from qualified U.S. firms to provide
expert consulting services to perform the Technical Assistance.

1.1 BACKGROUND SUMMARY

Kazakhstani crude oil is currently shipped i
per day across the Caspian Sea from the
Kazakhstan, to Azerbaijan. Over the ng
dramatically increase oil production, from i
per year to an estimated 120 million tons
necessitating an expansion of Kazakhst3
Kazakhstan (RK) has prioritized the develoj
System) and in particular the part of K(
Kazakhstan's oil export infrastructure can
overview and description of the Transcasp
Republic of Kazakhstan and the Republic o

n limited amounts of approximately 150,000 barrels
Port of Aktau, currently the only major seaport in
xt 10 years however, Kazakhstan is expected to
ts current capacity of approximately 70 million tons
er year by 2019. Most of this oil will be exported,
In's oil export infrastructure. The Republic of

pment of KCTS (Kazakhstan Caspian Transportation
'TS — Transcaspian project (TCP), to ensure that
accommodate rising production levels. The general

ian project is stated in the Agreement between the
f Azerbaijan on support of oil transportation from the

Republic of Kazakhstan through the Caspian Sea and the territory of the Republic of Azerbaijan
to the international markets by the BakutTbilisi-Ceyhan system, signed on June, 16, 2006
(Agreement). This project includes loading and discharging oil terminals on Kazakh and Azeri
coastal territories of the Caspian Sea, tanKers and vessels (designed for oil transportation and
providing other operations within the Project), and a connection to the Baku-Tbilisi-Ceyhan oil
pipeline. Initially, the Trans Caspian System (TCS) is expected to allow Kazakhstan to deliver
approximately 500,000 barrels of oil per day directly to Azerbaijan via surface shipments across
the Caspian Sea for onward transmission through the Baku-Tbilisi-Ceyhan pipeline, other
pipelines are also allowed but beyond the| frame of Agreement. This volume is expected to
increase to approximately 750,000 to 1.2 million barrels per day when KCTS is fully operational.
Improving the safety and environmental [management of Caspian Sea ship traffic through
improved maritime laws and regulations inspire confidence in TCP. In addition to Aktau, the
RK plans to develop the Port of Kuryk as a marine oil loading and transport terminal.
Eventually, the RK believes that the majotity of oil exported from Kazakhstan via the Caspian
will pass through Kuryk rather than Aktau.

of TCP has already begun. In November 2008,
mpany of Azerbaijan (SOCAR) signed an agreement
tional oil companies agreed to set up a joint venture
from developing feasibility studies to overseeing the

Initial groundwork for the development
KazMunaiGas (KMG) and the State Oil Cq
on the core principles of TCP. The two na
that will manage all aspects of the project—




construction and operation of the system. A |special purpose joint venture was recently formed to
cover a feasibility study of the Transcaspian |Project. :

KMG Transcaspian LLP has been tasked with the responsibility of determining the necessary
institutional, economic and technical factors that must be resolved to facilitate the
implementation of TCP. Implementation and compliance with international maritime treaties,
laws, and regulations will have a significant impact on technical infrastructure requirements,
capital investment, and operating costs, and therefore will have a significant impact on the
viability of TCP. KMG Transcaspian LLP is a subsidiary of state-owned Kazakhstan oil and gas
company KMG, which is itself a subsidiary of the state-owned holding company Samruk-
Kazyna.

Various RK agencies are being approached |with suggestions and recommendations as to what is
needed to implement the necessary matitime laws and regulations. These include the
international maritime agencies (IMO, etc.)] regional safety and security organizations (Oil Spill
Preparedness Regional Initiative, Organizdtion for Security and Cooperation in Europe), the
IOCs, international financial institutions, other donor agencies, and foreign governments.

Excerpts from a Definitional Mission Final Report are provided for reference in Annex 2.

1.2  OBJECTIVE

The objective of these terms of Reference (TOR) are to assist KMG Transcaspian LLP in a)
defining the International Treaty Accessions, Maritime laws and Regulations that Kazakhstan has
to implement, and b) a definition of how these requirements should be implemented. The Terms
of Reference (TOR) for this Technical Assistance are attached as Annex 5.

1.3  PROPOSALS TO BE SUBMITTED

Technical proposals are solicited from interested and qualified U.S. firms. The administrative
and technical requirements as detailed thrqughout the Request for Proposals (RFP) will apply.
Specific proposal format and content requir¢ments are detailed in Section 3.

The amount for the contract has been established by a USTDA grant of US$327,844. The
USTDA grant of US$327,844 is a fixed amount. Accordingly, COST will not be a factor in the
evaluation and therefore, cost proposals should not be submitted. Upon detailed evaluation of

technical proposals, the Grantee shall select|one firm for contract negotiations.




1.4  CONTRACT FUNDED BY USTD

In accordance with the terms and conditiot
grant in the amount of US$327,844 to th|
Agreement shall be used to fund the costs @
selected by the Grantee to perform the
Mandatory Contract Clauses relating to nati
The USTDA nationality requirements and t
at Annexes 3 and 4, respectively, for referen

A

hs of the Grant Agreement, USTDA has provided a
e Grantee. The funding provided under the Grant
f the contract between the Grantee and the U.S. firm

TOR. The contract must include certain USTDA

onality, taxes, payment, reporting, and other matters.
he USTDA Mandatory Contract Clauses are attached

CC.




Section 2:

2.1 PROJECT TITLE

The project is called the Maritime Legal ang

2.2  DEFINITIONS

Please note the following definitions of tern

The term "Request for Proposals" n

including qualifications statement.

The term "Offeror" means the U.S

responds to the RFP and submits

successful in being awarded this pro

2.3

USTDA sponsored a Definitional Miss
environmental and other aspects of the prop
Annex 2 for background information only.
included in this RFP as Annex 5.

24 EXAMINATION OF DOCUMEN
Offerors should carefully examine this R
inspection and that through examinatios
familiarized with local conditions and the
of the Technical Assistance.

Offerors shall address all items as specifie
disqualify an Offeror from further considers

Submission of a proposal shall constitute
mentioned examinations and investigatio
conditions which would affect the executio

INST]

DEFINITIONAL MISSION REP{

RUCTIONS TO OFFERORS

| Regulatory Technical Assistance Project.

1s as used in this RFP.

neans this solicitation of a formal technical proposal,

. firm, including any and all subcontractors, which
a formal proposal and which may or may not be
curement.

DRT

on to address technical, financial, sociopolitical,
osed project. Excerpts from the report are attached at
Please note that the TOR referenced in the report are

TS

P. It will be assumed that Offerors have done such
1s, inquiries and investigation they have become
nhature of problems to be solved during the execution

d in this RFP. Failure to adhere to this format may
ition.

+ evidence that the Offeror has made all the above
ns, and is free of any uncertainty with respect to
n and completion of the Technical Assistance.




2.5 PROJECT FUNDING SOURCE

The Technical Assistance will be funded under a grant from USTDA. The total amount of the

grant is not to exceed $327,844.

2.6 RESPONSIBILITY FOR COSTS

Offeror shall be fully responsible for all cos
proposal. Neither USTDA nor the Grantee

this RFP, the preparation or submission of
final selection or negotiation of a contract.

2.7 TAXES

Offerors should submit proposals that no

Contract Clauses, USTDA grant funds shal

other levies imposed under laws in effect in|

2.8 CONFIDENTIALITY

The Grantee will preserve the confiden
information submitted by the Offeror, whid
extent permitted by the laws of the Host Co

29 ECONOMY OF PROPOSALS

Proposal documents should be prepared simr
concise description of the Offeror's capabili
should be placed on completeness and clari

2.10  OFFEROR CERTIFICATIONS

The Offeror shall certify (a) that its propos|
behalf of, any undisclosed person, firm, or
and agreement of, any undisclosed group, aj
not directly or indirectly induced or solicite
it has not solicited or induced any other pet
proposal; and (d) that it has not sought by
other Offeror or over the Grantee or USTD/

ts incurred in the development and submission of the
assumes any obligation as a result of the issuance of
h proposal by an Offeror, the evaluation of proposals,

te that in accordance with the USTDA Mandatory
1 not be used to pay any taxes, tariffs, duties, fees or
the Host Country.

tiality of any business proprietary or confidential
h is clearly designated as such by the Offeror, to the
nntry.

Iply and economically, providing a comprehensive yet
ties to satisfy the requirements of the RFP. Emphasis
y of content.

al is genuine and is not made in the interest of, or on
corporation, and is not submitted in conformity with,
ssociation, organization, or corporation; (b) that it has
d any other Offeror to put in a false proposal; (c) that
rson, firm, or corporation to. refrain from submitting a
collusion to obtain for itself any advantage over any
A or any employee thereof.




2.11 CONDITIONS REQUIRED FOR PARTICIPATION

Only U.S. firms are eligible to participate in this tender. However, U.S. firms may utilize
subcontractors from the Host Country and |Azerbaijan (use of subcontractors from Azerbaijan is
permitted only for review and analysis of Azerbaijani law and regulations) for up to 20 percent
(20%) of the amount of the USTDA grant| for specific services from the TOR identified in the
subcontract. USTDA’s nationality requirements, including definitions, are detailed in Annex 3.

2.12 LANGUAGE OF PROPOSAL

All proposal documents shall be prepared apd submitted in English and Russian.

2.13 PROPOSAL SUBMISSION REQUIREMENTS

The Cover Letter in the proposal must be addressed to:

Mr. Berik Z. Tolumbayev
Acting General Director
KMG-Transcaspian LLP
6, Saryarka ave., Business center “Arman”, 7% floor
Astana 010000, Republic of Kazakhstan
Phone: 7 (7172) 79 30 99

Fax: 7 (7172) 79 30 58

An Original and eight (8) copies of your proposal in both English and Russian (18 copies in
total) must be received at the above address no later than 4:00 PM (GMT+6), on
DECEMBER 11, 2009.

Proposals may be either sent by mail, overnight courier, or hand-delivered. Whether the proposal
is sent by mail, courier or hand-delivered, the Offeror shall be responsible for actual delivery of
the proposal to the above address before the deadline. Any proposal received after the deadline
will be returned unopened. The Grantee will promptly notify any Offeror if its proposal was
received late.

Upon timely receipt, all proposals become the property of the Grantee.

2.14 PACKAGING

The original and each copy of the propgsal must be sealed to ensure confidentiality of the
information. The proposals should be indjvidually wrapped and sealed, and labeled for content
including "original" or "copy number x"; the original and eight (8) copies should be collectively
wrapped and sealed, and clearly labeled.

Neither USTDA nor the Grantee will be|responsible for premature opening of proposals not
properly wrapped, sealed and labeled.




2.15 AUTHORIZED SIGNATURE

of a duly authorized officer or agent of the Offeror
T

The proposal must contain the signature
empowered with the right to bind the Offer

2.16 EFFECTIVE PERIOD OF PROPOSAL

fferor for NINETY (90) days after the proposal due
7 this proposal at any time prior to the due date upon
er and by the same person who signed the original

The proposal shall be binding upon the G
date, and Offeror may withdraw or modify
written request, signed in the same mann

proposal.

2.17 EXCEPTIONS

All Offerors agree by their response to th

forth herein. No exceptions shall be permit

2.18 OFFEROR QUALIFICATIONS

is RFP announcement to abide by the procedures set
ted.

As provided in Section 3, Offerors shall submit evidence that they have relevant past experience

and have previously delivered advisory, ]

those required in the TOR, as applicable.

2.19 RIGHT TO REJECT PROPOSA

The Grantee reserves the right to reject any

2.20 PRIME CONTRACTOR RESPO

Offerors have the option of subcontractin
proposal must include a description of an
the name, address, and qualifications of any
to the use of subcontractors and are set fot
cause appropriate provisions of its contrad

Contract Clauses, to be inserted in any sul
funds.

221 AWARD

"echnical Assistance and/or other services similar to

LS

and all proposals.

NSIBILITY

g parts of the services they propose. The Offeror's
y anticipated subcontracting arrangements, including
s subcontractors. USTDA nationality provisions apply
th in detail in Annex 3. The successful Offeror shall
t, including all of the applicable USTDA Mandatory
scontract funded or partially funded by USTDA grant

The Grantee shall make an award resulting from this RFP to the best qualified Offeror, on the

basis of the evaluation factors set forth herg
proposals received and, in all cases, the Gr|
has not satisfactorily met the requirements

»in. The Grantee reserves the right to reject any and all
antee will be the judge as to whether a proposal has or
of this RFP.

10




2.22 COMPLETE SERVICES

The successful Offeror shall be required
secretarial support required to perform the
(b) provide and perform all necessary labo:
best technical and business practice, ang
provisions and conditions of this RFP and
to the satisfaction of the Grantee and USTI

2.23 INVOICING AND PAYMENT

Deliverables under the contract shall be dg
with the Grantee. The Contractor may
Director in accordance with a schedule to
Grantee’s approval of each invoice, the Gr
requirements of USTDA’s Mandatory (
respective disbursement of the grant fund
payments by USTDA under the Grant A
provisions with respect to invoicing and d1
Mandatory Contract Clauses attached in At

to (a) provide local transportation, office space and
TOR if such support is not provided by the Grantee;
r, supervision and services; and (c) in accordance with
| in accordance with the requirements, stipulations,
the resultant contract, execute and complete the TOR
DA.

slivered on a schedule to be agreed upon in a contract
submit invoices to the designated Grantee Project
be negotiated and included in the contract. After the
antee will forward the invoice to USTDA. If all of the
Contract Clauses are met, USTDA shall make its
s directly to the U.S. firm in the United States. All
lgreement will be made in U.S. currency. Detailed
sbursement of grant funds are set forth in the USTDA
nex 4.
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Section 3: PROPO

SAL FORMAT AND CONTENT

To expedite proposal review and evaluation, and to assure that each proposal receives the same
orderly review, all proposals must follow the format described in this section.

Proposal sections and pages shall be appropriately numbered and the proposal shall include a
Table of Contents. Offerors are encouraged to submit concise and clear responses to the RFP.
Proposals shall contain all elements of information requested without exception. Instructions

regarding the required scope and content a
to include any part of the selected proposal

re given in this section. The Grantee reserves the right
in the final contract.

The proposal shall consist of a technical prioposal only. A cost proposal is NOT required because
the amount for the contract has been established by a USTDA grant of US$327,844, which is a

fixed amount.

Offerors shall submit one (1) original and eight (8) copies of the proposal in English and

Russian. Proposals received by fax cannot|

Each proposal must include the following:

Transmittal Letter,
Cover/Title Page,
Table of Contents,
Executive Summary,
Company Information,
Organizational Structure, M
Technical Approach and W.
Experience and Qualificatig

Detailed requirements and directions for th

31 EXECUTIVE SUMMARY

An Executive Summary should be prep
including any conclusions, assumptions,
make. Offerors are requested to make eve
to no more than five (5) pages.

be accepted.

anagement Plan, and Key Personnel,
prk Plan, and
ns.

e preparation of the proposal are presented below.

ared describing the major elements of the proposal,
and general recommendations the Offeror desires to
ry effort to limit the length of the Executive Summary

12




32 COMPANY INFORMATION

For convenience, the information required
attached in Annex 6 hereto.

3.2.1 Company Profile

Provide the information listed below relati

subcontract some of the proposed work
provided for each subcontractor.

in this Section 3.2 may be submitted in the form

ve to the Offeror's firm. If the Offeror is proposing to
to another firm(s), the information below must be

1. Name of firm and business addreps (street address only), including telephone and fax
numbers.

2. Year established (include predecessor companies and year(s) established, if appropriate).

3. Type of ownership (e.g. public, private or closely held).

4. If private or closely held company, [provide list of shareholders and the percentage of their
ownership.

5. List of directors and principal officers (President, Chief Executive Officer, Vice-
President(s), Secretary and Treasurgr; provide full names including first, middle and last).
Please place an asterisk (*) next to the names of those principal officers who will be
involved in the Technical Assistange.

6. If Offeror is a subsidiary, indicate if Offeror is a wholly-owned or partially-owned
subsidiary. Provide the information requested in items 1 through 5 above for the
Offeror’s parent(s).

7. Project Manager's name, address, t¢lephone number, e-mail address and fax number .

3.2.2 Offeror's Authorized Negoptiator

Provide name, title, address, telephone nu

authorized negotiator. The person cited s
the Offeror and its subcontractors, if any.

323 Negotiation Prerequisites

1.
Offeror or its subcontractors to complete
impact within the project schedule.

2.
contract negotiations.

Discuss any current or anticipates

Identify any specific information v

mber, e-mail address and fax number of the Offeror's
hall be empowered to make binding commitments for

1 commitments which may impact the ability of the
the Technical Assistance as proposed and reflect such

vhich is needed from the Grantee before commencing

13




3.24 Offeror’s Representations
If any of the following representations cannot be made, or if there are exceptions, the
Offeror must provide an explanation.

1. Offeror is a corporation [insert applicable type of entity if not a corporation] duly

organized, validly existing and jn good standing under the laws of the State of
The Offeror has all the requisite corporate power and authority to
conduct its business as presently gonducted, to submit this proposal, and if selected, to
execute and deliver a contract tq the Grantee for the performance of the Technical
Assistance. The Offeror is not debarred, suspended, or to the best of its knowledge or

The selected Offeror shall notify the Gr
in its proposal are no longer true and co
Grantee. USTDA retains the right to req

belief, proposed for debarment, or
state governmental agency or auth
certified copy of its Articles of In
within one month of the date of its

Neither the Offeror nor any of its

ineligible for the award of contracts by any federal or
prity. The Offeror has included, with this proposal, a
corporation, and a certificate of good standing issued
proposal by the State of

principal officers have, within the three-year period

preceding this RFP, been convicted of or had a civil judgment rendered against them for:
commission of fraud or a criminal offense in connection with obtaining, attempting to

obtain, or performing a federal,

state or local government contract or subcontract;

violation of federal or state antitrust statutes relating to the submission of offers; or

commission of embezzlement, t
records, making false statements, t
or receiving stolen property.

paragraph 2 above.

There are no federal or state tax li
the Offeror. The Offeror, has not,
notified of any delinquent federal

eft, forgery, bribery, falsification or destruction of
x evasion, violating federal or state criminal tax laws,

. Neither the Offeror, nor any of its principal officers, is presently indicted for, or otherwise
criminally or civilly charged with,

commission of any of the offenses enumerated in

ens pending against the assets, property or business of
within the three-year period preceding this RFP, been
or state taxes in an amount that exceeds $3,000 for

which the liability remains unsatisfied. Taxes are considered delinquent if (a) the tax
liability has been fully determined, with no pending administrative or judicial appeals;

and (b) a taxpayer has failed to
required.

The Offeror has not commenced a

pay the tax liability when full payment is due and

voluntary case or other proceeding seeking liquidation,

reorganization or other relief with respect to itself or its debts under any bankruptcy,
insolvency or other similar law. The Offeror has not had filed against it an involuntary
petition under any bankruptcy, insglvency or similar law.

selected Offeror.

ect at the time of its entry into a contract with the
est an updated certificate of good standing from the

anEe and USTDA if any of the representations included

14




3.3  ORGANIZATIONAL STRUCTU
Describe the Offeror's proposed project or
managed including the principal and key
Identify the Project Manager who will be 1
Manager shall have the responsibility and
related to the Technical Assistance.

Provide a listing of personnel (including s
both U.S. and local subcontractors, with t
project; pertinent experience, curriculum ¥
to be used, the Offeror shall describe the ¢
and the subcontractor.

A manpower schedule and the level of el
detailed under the Technical Approach
confirming the availability of the proposed
project must be included in the proposal.

34 TECHNICAL APPROACH ANI
Describe in detail the proposed Technical
the Offeror’s methodology for completing
the Offeror’s methodology for completing
information gathering phase and continue

Prepare a detailed schedule of performanc
Plan, including periodic reporting or revie
milestones.

Based on the Work Plan, and previous pr
will require from the Grantee. Detail the
participating agencies and any work sp
Assistance. Describe the availability
information by the Grantee directly related
TA for a period of up to six months after t}

3.5 SECTION 5: EXPERIENCE AN
Provide a discussion of the Offeror's 3
objectives and TOR for the Technical A
information must be provided for the prim
The Offeror shall provide information wi
key staff proposed. The Offeror shall j
proposed confirming their availability for ¢

URE, MANAGEMENT, AND KEY PERSONNEL

banizational structure. Discuss how the project will be
staff assignments for this Technical Assistance (TA).
he individual responsible for this project. The Project
authority to act on behalf of the Offeror in all matters

ubcontractors) to be engaged in the project, including
he following information for key staff: position in the
vitae; other relevant information. If subcontractors are
prganizational relationship, if any, between the Offeror

ffort for the project period, by activities and tasks, as
and Work Plan shall be submitted. A statement
project manager and key staff over the duration of the

D) WORK PLAN

Approach and Work Plan (the “Work Plan”). Discuss
the project requirements. Include a brief narrative of
the tasks within each activity series. Begin with the

hrough delivery and approval of all required reports.

e that describes all activities and tasks within the Work
w points, incremental delivery dates, and other project

bject experience, describe any support that the Offeror
amount of staff time required by the Grantee or other
ace or facilities needed to complete the Technical
of the Offeror to answer reasonable requests for
to the work done under the Terms of Reference of the
e TA has been completed.

VD QUALIFICATIONS

xperience and qualifications that are relevant to the
ssistance.  If a subcontractor(s) is being used, similar
e and each subcontractor firm proposed for the project.
th respect to relevant experience and qualifications of
nclude letters of commitment from the individuals
contract performance.

15




As many as possible but not more than six (6) relevant and verifiable project references must be
provided for the Offeror and any subcontractor, including the following information:

Project name,
Name and address of client

(indicate if joint venture),

Client contact person (name/ position/ current phone and fax numbers),

Period of Contract,

Description of services proyided,

Dollar amount of Contract,
Status and comments.

and

Offerors are strongly encouraged to include in their experience summary primarily those projects
that are similar to or larger in scope than the Technical Assistance as described in this RFP.

16




Section 4:

Individual proposals will be initially ey

representatives from the Grantee. The

qualified Offeror, and upon receipt of US

notify all Offerors of the award and negq
satisfactory contract cannot be negotiated

formally terminated. Negotiations may
Offeror and so forth.

The selection of the Contractor will be bas

AWARD CRITERIA

aluated by a Procurement Selection Committee of
Committee will then conduct a final evaluation and
completion of ranking of qualified Offerors. The Grantee will notify USTDA of the best
TDA’s no-objection letter, the Grantee shall promptly
ptiate a contract with the best qualified Offeror. If a
with the best qualified Offeror, negotiations will be
then be undertaken with the second most qualified

ed on the following criteria:

Criteria

Weight

Knowledge of legal aspects of International
Maritime Laws and Regulations

35

provision of gap analysis, or

Experience in working on similar projects including

implementation of

changes to existing Legal and regulatory frame
work, or consultancy for crude oil shipment projects
demonstrated capability to provide effective
recommendations regarding this Project

30

Caspian Sea

Knowledge and Experience of Maritime Laws and
3 | regulations and special conditions applicable to the

20

Experience in working in the
including language skills, cus

Central Asian Region
stoms and practices

15

Proposals that do not include all requested

Price will not be a factor in contractor sel¢

ction.

17

information may be considered non-responsive.
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MR. BERIK Z. TOLUMBAYEV,

ACTING GENERAL DIRECTOR, KMG

TRANSCASPIAN LLP, 6 SARYAR]

KA AVE., BUSINESS CENTER “ARMAN”, 7"

FLOOR, OFFICE 735, ASTANA, 010

000, KAZAKHSTAN, +7 (7172) 79 30 99

B KAZAKHSTAN: MARITIME LEG/

AL AND REGULATORY TECHNICAL

ASSISTANCE PROJECT

POC John Kusnierek, USTDA, 1000 W

3901, Tel: (703) 875-4357, Fax: (703
AND REGULATORY TECHNICAL

/ilson Boulevard, Suite 1600, Arlington, VA 22209-
875-4009. KAZAKHSTAN: MARITIME LEGAL
ASSISTANCE PROJECT The Grantee invites

submission of qualifications and propo
from interested U.S. firms which are q}

perform technical assistance to

sal data (collectively referred to as the "Proposal")
nalified on the basis of experience and capability to

a) assist KMG Transcaspian LLP in defining the International Treaty Accessions,

Maritime laws and Regulationg

b) establish a definition of how th

Kazakh crude oil is currently shipps

barrels per day across the Caspian Se
seaport in Kazakhstan to Azerbaijan.
expected to dramatically increase
approximately 70 million tons per yeai
Most of this oil will be exported, neg
infrastructure. The Republic of Kaz
KCTS (Kazakhstan Caspian Transport
Transcaspian project (TCP), to ensus
accommodate rising production level
expected to allow Kazakhstan to dels
directly to Azerbaijan via surface
transmission through the Baku-Tbilisi

but beyond the frame of Agreeme

approximately 750,000 to 1.2 million

that Kazakhstan has to implement and to,
ese requirements should be implemented.

*d in limited amounts of approximately 150,000
h from the Port of Aktau, currently the only major
Over the next 10 years however, Kazakhstan is
oil production, from its current capacity of
- to an estimated 120 million tons per year by 2019.
essitating an expansion of Kazakhstan's oil export
akhstan (RK) has prioritized the development of
ation System) and in particular the part of KCTS —
re that Kazakhstan's oil export infrastructure can
s. Initially, the Trans Caspian System (TCS) is
ver approximately 500,000 barrels of oil per day
shipments across the Caspian Sea for onward
-Ceyhan pipeline, other pipelines are also allowed
nt. This volume is expected to increase to
barrels per day when KCTS is fully operational.

Improving the safety and environmental management of Caspian Sea ship traffic through

improved maritime laws and regulatios
the RK plans to develop the Port of K
Eventually, the RK believes that the
Caspian will pass through Kuryk rathe

The U.S. firm selected will be paid in U]
the U.S. Trade and Development Agenc

A detailed Request for Proposals (RFP|
Terms of Reference, and a backgrou
USTDA, at 1000 Wilson Boulevard, Sy
RFP in PDF
https://www.ustda.gov/USTDA/FedBiz(

Dpps/RFP/rfpform.asp. Requests

ns inspire confidence in TCP. In addition to Aktau,
uryk as a marine oil loading and transport terminal.
majority of oil exported from Kazakhstan via the
r than Aktau.

|S. dollars from a $327,844 grant to the Grantee from
y (USTDA).

, which includes requirements for the Proposal, the
nd definitional mission report are available from

lite 1600, Arlington, VA 22209-3901. To request the

to:
mailed

format, please

go

for a

hardcopy version of the RFP may also }

he faxed to the IRC, USTDA at 703-875-4009. In the
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fax, please include your firm’s name, c
firms have found that RFP materials
preparation of an adequate response. Fi
service should include the name of the d
request for the RFP. Firms that want to
allow one hour after faxing the request
that no telephone requests for the RF|
verification receipt. Because of the largg
requests for fax verification. Requests f
mailed the same day. Requests recei
following day. Please check with your ¢

Only U.S. firms and individuals may bi
their subcontractors and employees

nationality requirements as of the due
and, if selected to carry out the UST
requirements throughout the duration
services to be provided by the selected
the U.S. or host country. The U.S. firm
to 20 percent of the USTDA grant amov
mandatory contract clauses are also incl

Interested U.S. firms should submit th
Grantee by 4:00 PM (GMT+6), DECE
criteria for the Proposal are included in
the RFP should be directed to POC Johs
1600, Arlington, VA 22209-3901, Tel
request must be received no later than 4

pntact person, address, and telephone number. Some
sent by U.S. mail do not reach them in time for
rms that want USTDA to use an overnight delivery
elivery service and your firm's account number in the
send a courier to USTDA to retrieve the RFP should
to USTDA before scheduling a pick-up. Please note
P will be honored. Please check your internal fax
number of RFP requests, USTDA cannot respond to
or RFPs received before 4:00 PM (GMT +6) will be
ved after 4:00 PM (GMT+6) will be mailed the
purier and/or mail room before calling USTDA.

d on this USTDA financed activity. Interested firms,
of all participants must qualify under USTDA's
date for submission of qualifications and proposals
DA-financed activity, must continue to meet such
of the USTDA-financed activity. All goods and
firm shall have their nationality, source and origin in
may use subcontractors from the host country for up
int. Details of USTDA's nationality requirements and
nded in the RFP.

eir Proposal in English and Russian directly to the
SMBER 11, 2009 at the above address. Evaluation
the RFP. Requests for clarification on any aspect of
n Kusnierek, USTDA, 1000 Wilson Boulevard, Suite
: (703) 875-4357, Fax: (703) 875-4009. Any such
:00 PM (GMT+6), DECEMBER 11, 2009 in order to

be honored. Price will not be a factor
should NOT be submitted. The Granteg
The Grantee also reserves the right to
related to the project. The Grantee is
preparation and submission of Proposals

n contractor selection, and therefore, cost proposals
reserves the right to reject any and/or all Proposals.
contract with the selected firm for subsequent work
not bound to pay for any costs associated with the

b,
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ANNEX 2

Excerpts from the Definitional Mission Report
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B. PROJECT DESCRIPTION
Host country

Kazakhstan

Sector

Energy, Environment

Project location

Caspian Sea including terminals on Az

Introduction

Kazakh crude oil is currently shipped
Port of Aktau.

The KCTS envisaj

rerbaijan and Kazakhstan sides

in limited amounts across the Caspian Sea from the
pes that with the development of the Kashagan

Resources, oil transportation across the Caspian will rise to 30 million tonnes p.a. by

2015. But the International Oil Com
transport oil unless they have confi
Kazakhstan to have an effective syste

international standards and regulation.

KMG-Transcaspian has been tasked
institutional, economic and technic
implementation of the Transcaspi
International Maritime Treaties, Law:
the technical infrastructure require
therefore the viability of the Transcas

Various Government of Kazakhst
suggestions and recommendations a
Maritime Laws and Regulations. T
(I0OM, etc.), Regional Safety and Sec
other Donor Agencies, and foreign goy

The objective of these Terms of Refe
defining the International Treaty A
Kazakhstan needs to implement; b)
implemented; and c) assessing the 1

panies (IOCs) have repeated that that they will not
ence in the system. Hence, it is essential for
of transportation in place, adhering to the highest

ith the responsibility of determining the necessary

factors that must be resolved to facilitate the
project. Implementation and compliance with
and Regulations will have a significant impact on
nts, capital investment and operating costs and
ian project.

n (GOK) agencies are being inundated with
to what is needed to implement the necessary
ese include the International Maritime Agencies
rity Organizations (OSPRI, OSCE), the 10C, IFIs,
yernments.

rence (TOR) are to assist KMG-Transcaspian in a)
(ccessions, Maritime laws and Regulations that
determining how these requirements should be
mpact that these changes will have on the Trans

Caspian System infrastructure requirements investment and economics.
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Background

USTDA has received requests for
Transcaspian project (TCP), a cross-(

assistance to support the development of the
Caspian oil shipping project. The purpose of the

Definitional Mission (DM) was to i

entify, investigate, and develop USTDA funding

opportunities related to TCP, especially environmental, safety and security aspects of the
loading and unloading oil terminals in Kazakhstan and Azerbaijan.

Over the next 10 years, Kazakhstan is expected to drastically increase oil production,
from its current capacity of approximately 70 million tons per year to an estimated 120
million tons per year by 2019. Most of this oil will be exported, necessitating an
expansion of Kazakhstan's oil export infrastructure. The GOK has prioritized the
development of TCP to ensure that Kazakhstan's oil export infrastructure can
accommodate rising production levels, Initially TCP is expected to allow Kazakhstan to
deliver approximately 500,000 barrelg of oil per day directly to Azerbaijan via surface
shipments across the Caspian Sea for onward transmission through the Baku-Tbilisi-
Ceyhan pipeline. This volume is expgcted to increase to approximately 750,000 to 1.2
million barrels per day when TCP is fully operational.

Initial groundwork for the development of TCP has already begun. In November 2008,
KazMunaiGas (KMG) and the State Oil Company of Azerbaijan (SOCAR) signed an
agreement on the core principles of TCP. The two national oil companies agreed to set up
a joint venture that will manage all aspects of the project—from developing feasibility
studies to overseeing the construction and operation of the system. A special purpose

joint venture (SPV) was recently fo
aspects of the TCP. This SPV is
Azerbaijan side and KMG-Transca
Company KazMunayGas JSC), from t
and responsibilities are still under fq
decisions will require joint agreement |

Source of raw materials

The KCTS project is conceptualized p
the offshore Northern Caspian Ka:
consortium of International Oil Comp
alternative southern outlet for Kazakl
north through Russia, and eastward tg
available to ship crude oil from existi
well as potential future offshore discov

ed to cover the feasibility study and all other
50/50 venture, comprising SOCAR from the
pian (a wholly owned subsidiary of National
e Kazakh side. The legal structure, corporate form
rmulation. It is expected that all activities and
vetween the Azeri and Kazakh counterparts.

rimarily to transport the crude oil production from
shagan fields currently being developed by a
anies (IOC). This route is being developed as an
1 crude oil to the current pipelines and rail links
China. This transportation system would also be
ng reserves (Mangistau, Kashagan, and Tengiz) as
eries.
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Infrastructure requirements
The TCP will consist of:

1. A 300 km marine leg from the Kyryk loading port (to be located approximately 80
km south of the port of Aktau) to a marine unloading terminal in the vicinity of
Baku in Azerbaijan. These will be linked by marine tanker ships of yet to be
determined size and number. |This leg including the terminals at both ends has
been designated as the Trans Caspian System (TCS);

2. Connecting pipeline infrastru¢ture connecting the terminal near Baku to the
terminal of the Baku-Tbilisi-Ceyhan (BTC) pipeline.

Legal and regulatory framework (licenses, permits, etc.)

According to the I0Cs, the lack of legal and regulatory framework for marine operations
on the Caspian Sea is a major impediment to the TCP. KMG also recognizes that major
improvements are needed in the legal and regulatory framework. The following appear to
be the major issues that have to be addressed by the GOK and Government of Azerbaijan
(GOA) to resolve these shortcomings:

International standards for maritime shipping

e Adopt of international standards

¢ Ensure compatibility between Caspian region and IMO regimes

e Focus port state control resourges should be focused on eliminating high-risk and
substandard ships. High-risk ships should be inspected more frequently.

National Maritime Administration

e Kazakhstan does have a port administration (Aktau Sea Port), but it is not
operating at a national level. Maritime policy is currently not coordinated, with
jurisdiction falling under various state bodies. Kazakhstan needs advice and
sharing of examples of best practice to help Kazakhstan set up a national maritime
administration.

Safety and security of the Caspian infrastructure

e Promote international standards for terminal management and provide support to
terminals in resolving safety cgncerns
¢ Develop a national environmental contingency plan

Training of crews and specialists

e Assist Kazakhstan in the trpining of maritime personnel to conform with
international certification standards
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including relevant IMO regulati
Implementation schedule

The implementation of the TCP is su
Kashagan resources and be in place for
development has been plagued with prg
been repeatedly delayed. The current
though some skeptics expect continued
as being closer to the mark.

TCP is expected to deliver Kazakh
terminal on the Mediterranean coast. It
tons of oil per annum, is to be commiss

C. PROJECT SPONSOR’S CAPABI

KMG Transcaspian

KMG-Transcaspian is a wholly ownex
JSC, the State Oil Company. KMG-]

interest in TCP. Headquartered in As
KMG-Transcaspian will be responsibl]
Azerbaijan’s SOCAR to implement the

KazMorTransFlot (KMTF)

KMTF is Kazakhstan's national shippil
Fund Samruk-Kazyna and 50% ow
KMTF was formed in 1998 to deve
November 2001. KMTF is responsi
Kazakhstan and arranging internation|
transportation of all freight including

Provide ship inspection trainir

1g in international standards and best practices,
bns, for port control officers.

pposed to coincide with the development of the
the potential transport of first oil. The Kashagan
sblems up till now, and the anticipated first oil has
expectation is for first oil production in 2012,
| delays, with the most pessimistic targeting 2019

pil to Azerbaijan and then to Turkey’s Ceyhan
5 first stage, with an annual capacity of 23 million
ioned in 2014.

LITIES AND COMMITMENT

1 subsidiary of National company KazMunayGas
[ranscaspian was created to oversee Kazakhstan’s
tana, it has a staff of approximately 30 people.
e for the Kazakh portion of the 50/50 SPV with
TCP.

ng company. It is 50% owned by National Wealth
ned by National company KazMunaiGas JSC.
lop sea transport. It has been operating since
ble for setting up the national shipping fleet of
al maritime shipment. The company carries out
crude and oil products, general cargo, containers

and so forth; construction, operation and repair of all types of vessels; and chartering and

leasing services.

KMTF accounts for approximately 50

approximately 4 million tons per year.

ports of Makhachkala, Iran's Neka porf

Recently KMTF signed a contract for
Krasnoye Sormovo shipyard (Nizhni
delivered to the KMTF in Septembe
August 2010, respectively. In additioz
60,000-dwt tankers.

percent of the oil shipped out of Aktau, totaling
Destinations for these exports are the Russian
, and Baku in Azerbaijan.

construction of three 13,000-dwt oil tankers with

y Novgorod, Russia). The first tanker will be
r 2009, the second and the third — in May and
h, this contract includes the possibility of building
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D. IMPLEMENTATION FINANCING

The financing of the TCP project is at the center of ongoing negotiations between the
IOCs and the governments of Kazakhstan and Azerbaijan. Ultimately it is expected that
the TCP project will be jointly funded by KMG, SOCAR and the IOCs potentially with
debt financing from commercial and/for multilateral banks. The exact proportion that
each of the stakeholders will contribute is the main negotiation point today. While the
current project participation and sourge of funds is being negotiated we can expect that
the final outcome will be depending on world crude oil prices and the political will of the
GOK and GOA.

E. U.S. EXPORT POTENTIAL

The implementation of the TCP is an important and integral part of the overall KCTS
system and has to be considered as part of the overall potential exports of goods and
services that will be required for the system as a whole. Table 1 below shows a
conservative estimate of the capital inyestment requirement for the overall KCTS system,
which is on the order of USD2 billion. If the current experience of U.S. participation at
Kashagan were to be replicated on|the KCTS project, the U.S. export potential is
estimated to be USD 332 million, assuming a U.S. company were the prime contractor,
with USD136 million under foreign leadership.

Table 1 - APRROXIMATE KCTS COSTS
Component Location Unit Unit Total
Cost MM USD

Eskene to

Pipeline Kuryk 760 km 2 | MMS/Km $1520

Terminal & Storage Kuryk $100

MMS/K

Ships 6x60K DWT 360 K DWT 2 DWT $720

Terminal and Storage Baku $100
Post Baku (to

Pipeline Batumi) 100 Km 2 | MMS$S/Km $200

Total Cost KCTS $2640

Potential US Exports KCO ltaly 7.9 % $209
KCO US (Prime) 19.3 % $510
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It is not possible to define the immeq

project on U.S. exports in isolation fr

however, expected to be a catalyst i1

Administration and Strategy that will
fashion.

F. FOREIGN COMPETITION AND

The competition for the supply of gog
in the Caspian area can be illustrated b
Table 2 below cq
used in that project between 2001 a

Kashagan project.

contractor for this project was AGIP,
Italian component (19.3%) of supplies

Source o

liate isolated impact of the legal assistance to the
bm the overall KCTS. The results of this TA are,
1 the development of a coherent national Marine
foster the implementation of the KCTS in a timely

) MARKET ENTRY ISSUES

ds and services for petroleum production facilities
vy the breakdown of suppliers by nationality on the
mpares the relative volume of goods and services
nd mid-2008. It should be noted that the prime
an Italian company, which explains the very high
to the project.

Table 2
I Goods and Services

January 2001 through June 2008

Source Million USD Percentage
France 285 1.8
Uruguay 334 2.2
Norway 620 4
Turkey 694 4.5
United Arab Emirates 763 4.9
Switzerland 983 6.4
United States 1,228 7.9
Netherlands 1,626 10.5
Italy 2,992 19.3
Kazakhstan 2,872 18.6
United Kingdom 2,290 14.8
Total 15,472 100.0

Shipping

On the TCP, the major component w

open tender for the supply of three 1]

the tender: Krasnoye Sormovo (

11 be supply of tankers. Recently KMTF held an
»,000-dwt tankers. Seven companies responded to
Russia), Maritim Shipyard (Poland), Hyundai
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Corporation (S. Korea), Astrakhan SP(
shipyard, and Wadan Yards Ocean (Ukt

D (Russia), MTG-Dorphin-AD (Bulgaria), Vyborg
raine).

von the competition. MNP included the leading
vo Shipyard (Nizhniy Novgorod), Volgograd
lashinostroeniye (Nizhniy Novgorod), Volgograd

A Russian consortium (MNP Group) ¥
Russian shipyards: Krasnoye Sormd
Shipyard, as well as Sormovskoye M

Special Engineering Plant and Volgo-C

The competition for the larger vessels (

aspian Design Bureau.

up to 60,000 dwt) will be more limited and require

ritation of the access to the Caspian Sea via the
ssels will have to be built wholly (or partially from
he Caspian area. KMTF is reportedly already
e MNP Group of building 60,000 dwt tankers for

a more innovative approach. The lin]
Volga/Don Canal will mean that the ve
shipped in sections) in facilities in t
discussing possible approaches with thi

the KCTS.
G. DEVELOPMENTAL IMPACT
Primary Developmental Benefits

e Infrastructure (including
KCTS is a major infrastruct
implications. This route if
neutral since any increase 1

corresponding decrease in
CPC/Black Sea route.)

Human Capacity Buildin
impact on human resources
the project, when a labor f]
This will include skilled

any positive environmental impacts): The
ure project with far-reaching political and strategic
" properly constructed should be environmentally
n Caspian Sea tanker traffic would be offset by a
traffic across the Black Sea (i.e., KCTS versus

g (including jobs and training): The major
will take place during the construction phase of
brce of several thousand people will be required.
and nonskilled labor necessary to construct the

pipelines, terminals and ships. Substantial skilled marine crews will also be

required to man the tankers.
project will need additional
Kazakhstan and Azerbaijan
exceed several thousand pe
crew training-related re
opportunities.

Technology Transfer ang
latest environmental, safety
the highest standard of des
standards. This TA will be

Market-Oriented Reform
more competitive route for
cost pressures on the alterr

There will be a significant multiplier effect as the
people in the administration of operations both in

Total incremental long-term staff will probably
zople for the whole transportation chain. Marine
quirements will also provide employment

1 Productivity Improvements: Employing the
and security technologies will be needed to ensure
ign and operational compliance with international
instrumental in defining these technologies.

5: Implementation of the KCTS should open a
the export of Kazak crude oil. Second, it will put
1ative Russian export routes north and west, thus
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exerting a multiplier effect

crude oil to market.
Productivity Improvemen
the export of Kazakhstan’s
current Russian monopoly.
expected increase in the exg

H. IMPACT ON THE ENVIRONM

The TCP project will result in a majq
Sea. This could lead to environmenta
an environmentally sensitive area. Thg
operations of this export route will co
regulations. This will require changes
Kazakhstan and adherence to internati

The activities addressed in this report
I. IMPACT ON U.S. LABOR

Based upon this DM review, ITech h
does not provide (a) any financial inc|
the United States for the purpose of i
United States if such incentive or indu
of such business enterprise in the Unit
replaced by such enterprise outside t}
activity that contributes to the violati
(c) direct assistance for establishing
export by any country other than the
surplus on world markets at the tim:
become operative and if the assistarn
producers of the same, similar, or com

on increasing the competition for getting Kazak

its: The establishment of an alternative route for
oil resources will increase the competition to the
This route will also provide an alternative to the
vort of oil eastward to China.

ENT

)r increase in oil tanker traffic across the Caspian
| degradation both on land and offshore in what is
> [OCs as main shippers need to be assured that the
nform with the highest international standards and
to the institutional and administrative structure in
nal regulations and standards.

ire primarily targets of this objective.

as found that the TCP as a part of KCTS project
entive to a business enterprise currently located in
nducing such an enterprise to relocate outside the
cement is likely to reduce the number of employees
ed States because United States production is being
e United States; (b) assistance for any project or
bn of internationally recognized workers rights; or
or expanding production of any commodity for
United States, if the commodity is likely to be in
e the resulting productive capacity is expected to
ice will cause substantial injury to United States
peting commodity.

This project will transport crude oil produced in Kazakhstan from its source across the

Caspian sea for export through the B
area. It will in no way impact the U.
United States.

3TC pipeline or other routes to the Mediterranean
5. petroleum industry or reduce employment in the
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U.S. TRADE AND

Arlingta

NATIONALITY, SOURC

The purpose of USTDA's nationality,
maximum practicable participation of

DEVELOPMENT AGENCY
m, VA 22209-2131

'E, AND ORIGIN REQUIREMENTS

source, and origin requirements is to assure the
American contractors, technology, equipment and

materials in the prefeasibility, feasibility, and implementation stages of a project.

USTDA STANDARD RULE (GRANT AGREEMENT STANDARD LANGUAGE):
Except as USTDA may otherwise agre
the delivery of goods and services fund
professional services, the Contractor m
Contractor may use U.S. subcontractor
from Host Country and Azerbaijan (us
only for review and analysis of Azerbs
percent (20%) of the USTDA Grant at

e, each of the following provisions shall apply to
ed by USTDA under this Grant Agreement: (a) for
ust be either a U.S. firm or U.S. individual; (b) the
s without limitation, but the use of subcontractors
ie of subcontractors from Azerbaijan is permitted
lijani law and regulations) may not exceed twenty
mount and may only be used for specific services

from the Terms of Reference identi
Contractor or U.S. subcontractor firms
citizens or non-U.S. citizens lawfully

goods purchased for implementation o

international transportation and insur
in the United States; and (e) goods

fied in the subcontract; (c) employees of U.S.
responsible for professional services shall be U.S.
admitted for permanent residence in the U.S.; (d)
f the Study and associated delivery services (e.g.,
ce) must have their nationality, source and origin
d services incidental to Study support (e.g., local

lodging, food, and transportation) in Host Country and Azerbaijan are not subject to the

above restrictions. USTDA will
standards of eligibility upon request.

NATIONALITY:
1) Rule

Except as USTDA may otherwise ag]
must be either a U.S. firm or a U.S
subcontractors without limitation, b
subcontractors is limited to 20% of the

ake available further details concerning these

ree, the Contractor for USTDA funded activities

individual. Prime contractors may utilize U.S.
ut the use of Host Country and Azerbaijan
USTDA grant amount.
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2) Application

Accordingly, only a U.S. firm or U.$. individual may submit proposals on USTDA
funded activities. Although those praposals may include subcontracting arrangements
with Host Country and Azerbaijan firms or individuals for up to 20% of the USTDA
grant amount, they may not include subcontracts with third country entities. U.S. firms
submitting proposals must ensure that| the professional services funded by the USTDA
grant, to the extent not subcontracted tp host country entities, are supplied by employees
of the firm or employees of U.S. subcontractor firms who are U.S. individuals.

Interested U.S. firms and consultants who submit proposals must meet USTDA
nationality requirements as of the due date for the submission of proposals and, if
selected, must continue to meet such requirements throughout the duration of the
USTDA-financed activity. These natignality provisions apply to whatever portion of the
Terms of Reference is funded with the USTDA grant.

3) Definitions

A "U.S. individual" is (a) a U.S. citizen, or (b) a non-U.S. citizen lawfully admitted for
permanent residence in the U.S. (a green card holder).

A "U.S. firm" is a privately owned firm which is incorporated in the U.S., with its
principal place of business in the U.S., and which is either (a) more than 50% owned by
U.S. individuals, or (b) has been incotporated in the U.S. for more than three (3) years
prior to the issuance date of the request for proposals; has performed similar services in
the U.S. for that three (3) year period; employs U.S. citizens in more than half of its
permanent full-time positions in the U.S.; and has the existing capability in the U.S. to
perform the work in question.

A partnership, organized in the U.S. wijth its principal place of business in the U.S., may
also qualify as a “U.S. firm” as would a joint venture organized or incorporated in the
United States consisting entirely of U.S. firms and/or U.S. individuals.

A nonprofit organization, such as an pducational institution, foundation, or association
may also qualify as a “U.S. firm” if it i3 incorporated in the United States and managed by
a governing body, a majority of whose members are U.S. individuals.
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SOURCE AND ORIGIN:
1) Rule

In addition to the nationality require

ent stated above, any goods (e.g., equipment and

materials) and services related to their shipment (e.g., international transportation and

insurance) funded under the USTDA

rant Agreement must have their source and origin

in the United States, unless USTDA otherwise agrees. However, necessary purchases of
goods and project support services which are unavailable from a U.S. source (e.g., local
food, housing and transportation) are eligible without specific USTDA approval.

2) Application

Accordingly, the prime contractor must be able to demonstrate that all goods and services
purchased in the Host Country and/or Azerbaijan to carry out the Terms of Reference for

a USTDA Grant Agreement that were
the United States.

3) Definitions
“Source” means the country from whic]

"Origin” means the place of production

not of U.S. source and origin were unavailable in

h shipment is made.

, through manufacturing, assembly or otherwise.

Questions regarding these nationality, lsource and origin requirements may be addressed
to the USTDA Office of General Counsel.
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GRAD

This Grant Agreement is entered intq between t

America, acting through the U.S. T
KMG-Transcaspian LLP ("Grantee").
terms of this Agreement US$327,844
services required for technical assistance ("TA"
Regulatory project ("Proj ect") in the R

1. USTDA Funding

The funding to be provided under this
a contract between the Grantee and the
under which the Contractor will perfort
will be made directly by USTDA on b
provided under this Grant Agreement.

2. Terms of Reference

The Terms of Reference for the TA ("]
are hereby made a part of this Grant |
financial, environmental, Institutional,

proposed Project. The Terms of Refi
Contract.

3. Standards of Conduct

USTDA and the Grantee recognize th
officials, and commercial entities, in the
Agreement and the Contractor shall obs
payment of money or anything of valu
purpose of illegally or improperly indu
party in connection with the TA.

4. Grantee Responsibilities

The Grantee shall undertake its best
Contractor, such as local transportation,
Country.

NT AGREEMENT

he Government of the United States of

rade and Development Agency ("USTDA") and
USTDA agrees to provide the Grantee under the
("USTDA

Grant”) to fund the cost of goods and
) on the proposed Maritime Legal and

epublic of Kazakhstan ("Host Country").

Grant Agreement shall be used to fund the costs of
e U.S. firm selected by the Grantee ("Contractor™)
m the TA ("Contract"). Payment to the Contractor
ehalf of the Grantee with the USTDA Grant funds

[erms of Reference") are attached as Annex [ and
Agreement. The TA will examine the technical,
economic,
rrence for the TA shall also be included in the

legal, and other critical aspects of the

e existence of standards of conduct for public
bir Tespective countries. The parties to this Grant
erve these standards, which include not accepting
e, directly or indirectly, from any person for the
Ling anyone to take any action favorable to any

efforts to provide reasonable support for the
office space, and secretarial support in the Host

.
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5. USTDA as Financier
(A) USTDA Approval of Competitive Selection Procedures

Selection of the U.S. Contractor shall be carried out by the Grantec according to its
procedures for the competitive selection of contractors with advance notice of the
procurement published online through  Federal Business Opportunities
(www.fedbizopps.gov). Upon request, the Grantee will submit these contracting
procedures and related documents to USTDA for information and/or approval.

(B) USTDA Approval of Contradtor Selection

The Grantee shall notify USTDA af the address of record set forth in Article 17 below
upon selection of the Contractor to perform the TA. Upon approval of this selection
by USTDA, the Grantee and the Contractor shall then enter into a contract for
performance of the TA. The Grantee shall notify in writing the U.S. firms that
submitted unsuccessful proposals ta perform the TA that they were not selected.

(C) USTDA Approval of Contract Between Grantee and Contractor

The Grantee and the Contractor shall enter into a contract for performance of the TA.
This contract, and any amendments thereto, including assignments and changes in the
Terms of Reference, must be approved by USTDA in writing. To expedite this
approval, the Grantee (or the Contractor on the Grantee's behalf) shall transmit to
USTDA, at the address set forth in Article 17 below, a photocopy of an English

language version of the signed comtract or a final negotiated draft version of the
contract.

(D) USTDA Not a Party to the Contract

It 1s understood by the parties that USTDA has reserved certain rights such as, but not
limited to, the right to approve the terms of the contract and any amendments thereto,
including assignments, the selection| of all contractors, the Terms of Reference, the
Final Report, and any and all docunents related to any contract funded under the
Grant Agreement. The parties hereto further understand and agree that USTDA, in
reserving any or all of the foregoing approval rights, has acted solely as a financing
entity to assure the proper use of United States Government funds, and that any
decision by USTDA to exercise or rdfrain from exercising these approval rights shall
be made as a financier in the course of funding the TA and shall not be construed as
making USTDA a party to the contragt. The parties hereto understand and agree that
USTDA may, from time to time, exgrcise the foregoing approval rights, or discuss
matters related to these rights and the Project with the parties to the contract or any
subcontract, jointly or separately, without thereby incurring any responsibility or
liability to such parties. Any approval or failure to approve by USTDA shall not bar
the Grantee or USTDA from assefting any right they might have against the
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Contractor, or relieve the Contrattor of any liability which the Contractor might
otherwise have to the Grantee or USTDA.

(E) Grant Agreement Controlling

Regardless of USTDA approval, the rights and obligations of any party to the contract
or subcontract thereunder must be ¢onsistent with this Grant Agreement. In the event
of any inconsistency between the Grant Agreement and any contract or subcontract
funded by the Grant Agreement, the Grant Agreement shall be controlling.

6. Disbursement Procedures
(A) USTDA Approval of Contradt Required

USTDA will make disbursements df Grant funds directly to the Contractor only after
USTDA approves the Grantee's contract with the Contractor.

(B) Contractor Invoice Requirements

The Grantee should request disbursement of funds by USTDA to the Contractor for
performance of the TA by submitting invoices in accordance with the procedures set
forth in the USTDA Mandatory Clayses in Annex II.

7. Effective Date

The effective date of this Grant Agreement ("Effective Date") shall be the date of

signature by both parties or, if the parties sign on different dates, the date of the last
signature,

8. TA Schedule
(A) TA Completion Date

The completion date for the TA, which is December 31%, 2010 or other earlier date
agreed by the Grantee and the Contractor and approved in the Contract by USTDA, is
the date by which the parties estimaté that the TA will have been completed.

(B) Time Limitation on Disbursement of USTDA Grant Funds

Except as USTDA may otherwise agree, (a) no USTDA funds may be disbursed
under this Grant Agreement for goods and services which are provided prior to the
Effective Date of the Grant Agreement; and (b) all funds made available under the

Grant Agreement must be disbursed ithin four (4) years from the Effective Date of
the Grant Agreement.
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9. USTDA Mandatory Clauses

All contracts funded under this Grant Agreement shall include the USTDA mandatory
clauses set forth in Annex II to thi§ Grant Agreement. All subcontracts funded or

partially funded with USTDA Grant funds shall include the USTDA mandatory clauses,
except for clauses B(1), G, H, I,and J.

10. Use of U.S. Carriers
(A) Air

Transportation by air of persons or property funded under the Grant Agreement shall
be on U.S. flag carriers in accordance with the Fly America Act, 49 U.S.C. 40118, to
the extent service by such carriers is available, as provided under applicable U.S.
Government regulations.

(B) Marine

Transportation by sea of property funded under the Grant Agreement shall be on U.S.
carriers in accordance with U.S. cargo preference law.

1. Nationality, Source and Origin

Except as USTDA may otherwise agree, the following provisions shall govern the
delivery of goods and services funded by USTDA under the Grant Agreement: (a) for
professional services, the Contractor must be either a U.S. firm or U.S. individual; (b) the
Contractor may use U.S. subcontractors without limitation, but the use of subcontractors
from Host Country and Azerbaijan (us¢ of subcontractors from Azerbaijan is permitted
only for review and analysis of Azerbaj jani law and regulations) may not exceed in total
twenty percent (20%) of the USTDA Grant amount and may only be used for specific
services from the Terms of Reference id entified in the subcontract; (c) employees of U.S.
Contractor or U.S. subcontractor firms responsible for professional services shall be U.S.
citizens or non-U.S. citizens lawfully admitted for permanent residence in the U.S.; (d)
goods purchased for performance of the TA and associated delivery services (e.g.,
international transportation and insurancg) must have their nationality, source and origin
in the United States; and (e) goods angl services incidental to TA support (e.g., local
lodging, food, and transportation) in Host Country and Azerbaijan are not subject to the
above restrictions. USTDA will make available further details concerning these
provisions upon request.
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12. Taxes

USTDA funds provided under the Gra
tariffs, duties, fees or other levies impq
the Grantee nor the Contractor will s
tariffs, duties, fees or other levies.

int Agreement shall not be used to pay any taxes,
}sed under laws in effect in Host Country. Neither
eek reimbursement from USTDA for such taxes,

13. Cooperation Between Parties and Follow-Up

The parties will cooperate to assure
accomplished. For five (5) years follq
defined in Clause I of Annex ), th
inquiries from USTDA about the status

14. Implementation Letters
To assist the Grantee in the implement

issue implementation letters that wil
covered by the Grant Agreement.

implementation letters to confirm ang

covered by the Grant Agreement.
15. Recordkeeping and Audit

The Grantee agrees to maintain books,

and the Grant Agreement adequate to dj

under the Grant Agreement, including

that the purposes of the Grant Agreement are
ywing receipt by USTDA of the Final Report (as
¢ Grantee agrees to respond to any reasonable
of the Project.

ation of the TA, USTDA may, from time to time,
provide additional information about matters
The parties may also use jointly agreed upon

| record their mutual understanding of matters

records, and other documents relating to the TA
emonstrate implementation of its responsibilities
the selection of contractors, receipt and approval

of contract deliverables, and approval or disapproval of contractor invoices for payment
by USTDA. Such books, records, and other documents shall be separately maintained for
three (3) years after the date of the final disbursement by USTDA. The Grantee shall
afford USTDA or its authorized representatives the opportunity at reasonable times to
review books, records, and other documants relating to the TA and the Grant Agreement.

16. Representation of Parties

For all purposes relevant to the Grant Ag
America will be represented by the U. §
Grantee will be represented by the Gene
notice, designate additional representative

reement, the Government of the United States of
5. Ambassador to Host Country or USTDA and
ral Director. The parties hereto may, by written
s for all purposes under the Grant Agreement.
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17. Addresses of Record for Parties

Any notice, request, document, or othér communication submitted by either party to the
other under the Grant Agreement sh4ll be in writing or through a wire or electronic
medium which produces a tangible record of the transmission, such as a telegram, cable
or facsimile, and will be deemed duly|given or sent when delivered to such party at the

following:

To:  Mr. Mukhit M. Mazhenov
General Director
KMG-Transcaspian LLP
6, Saryarka ave.

Astana 01000

Phone: 7 (7172) 79 30 99
Fax: 7 (7172) 79 30 58
Email: mazhenov@kmg-tc.kz

To:  U.S. Trade and Development Agency
1000 Wilson Boulevard, Suite 1600
Arlington, Virginia 22209-3901

USA
Phone: (703) 875-4357
Fax: (703) 875-4009

All such communications shall be in English, unless the parties otherwise agree in
writing. In addition, the Grantee shall provide the Commercial Section of the U.S.
Embassy in Host Country with a copy of|each communication sent to USTDA which may

be delivered by hand or by email.

Any communication relating to this Grant Agreement shall include the following fiscal

data:

Appropriation No.: 11X1001
Appropriation No.: 118/91001
Activity No.: 2009-81037A
Reservation No.: 2009810048
Grant No.: GH2009810016

18. Termination Clause

Either party may terminate the Grant Agrgement by giving the other party thirty (30) days
advance written notice. The termination df the Grant Agreement will end any obligations
of the parties to provide financial or otHer resources for the TA, except for payments
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which they are committed to make pursuant to noncancellable commitments entered into
with third parties prior to the written nptice of termination.

19. Non-waiver of Rights and Remefies

No delay in exercising any right or remedy accruing to either party in connection with the
Grant Agreement shall be construed aga waiver of such right or remedy.

20. U.S. Technology and Equipment
By funding this TA, USTDA seeks to promote the pfoj ect objectives of the Host Country
through the use of U.S. technology, gaods, and services. In recognition of this purpose,

the Grantee agrees that it will allow U.S. suppliers to compete in the procurement of
technology, goods and services needed |for Project implementation.

[THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, the Government of the United States of America and
KMG-Transcaspian LLP, each acting through its duly authorized representative, have
caused this Agreement to be signed in the English language in their names and delivered
as of the day and year written below. In the event that this Grant Agreement is signed in
more than one language, the English lan guage version shall govern.

For the Government of the For KMG-Transcaspian LLP
United States of America

%%77

Date: - (y’l wﬁ

Annex I -- Terms of Reference

Annex II - USTDA Mandatory Clause
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Background and Objectives

Kazakh Crude Oil is currently shipped
the Port of Aktau. The Transcaspian P
Kashagan Resources, oil transportation
annum by 2015.

The general overview and descriptio
Agreement between the Republic of K
Azerbaijan (hereinafter RA) on supp
Kazakhstan through the Caspian Sea an
international markets by the Baku-Tbi
2006.

This project includes loading and disch
territories of the Caspian Sea, tankers
providing other operations within the
Ceyhan oil pipeline.

Whereas this project is as significant for
in Kazakhstan, in particular those oper
the issue of confidence in the system be

Annex [

ns of Reference

in limited amounts across the Caspian Sea from

roject envisages that with the development of the

across the Caspian will rise to 30 million tons per

n of the Transcaspian project is stated in the
lazakhstan (hereinafter RK) and the Republic of
prt of oil transportation from the Republic of
d the territory of the Republic of Azerbaijan to the
lisi-Ceyhan (BTC) system, signed on June, 16,

arging oil terminals on Kazakh and Azeri coastal
and vessels (designed for oil transportation and
Project), and a connection to the Baku-Tbilisi-

Kazakhstan itself as for oil producing companies
ating in Tengiz and the North-Caspian oilfields,
comes a focal point. It is essential for Kazakhstan

to have an effective system of trapsportation in place, adhering to the highest
international standards and regulation.

Kazakhstan does have a port administration (Aktau Sea Port), but it is not operating at a
national level. Maritime policy is cur ently not coordinated, with jurisdiction falling
under various state bodies. The lack of a clear definition of the necessary international
standards and of consistency in applying them is seen as an impediment to the
development of Transcaspian Project.

KMG-Transcaspian LLP has been tasked with the responsibility of determining the
necessary institutional, economic and |technical factors that need to be resolved to
facilitate the implementation of the Tran caspian Project. The objective of these terms of
Reference (TOR) are to assist KMG-Tr nscaspian in a) defining the International Treaty
Accessions, Maritime laws and Regulations that Kazakhstan has to implement , and b) a
definition of how these requirements should be implemented.

Task 1: Assessment of Current Status

in Kazakhstan

The Contractor shall travel to Kazakhstas
as well as private sector companies to d
marine related legislation in place, adn
Contractor shall work closely with the G

h to meet with the Grantee and other RK entities,
evelop an understanding of the current status of
ninistrative infrastructure and operations. The
rantee as well as other RK entities identified by
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the Grantee that have functional re sponsibilities for administrating Marine related
legislation, regulations and/or operatigns. The Contractor shall also meet with other
entities that the Contractor deems necegsary to carry out its work. This shall include but
not be limited to Regional Authorities, International Oil Companies, Shipping
Companies, Port Authorities and Safety; Security Companies.

The assessment shall include but not be|limited to the following activities:

" Assess the current status of| International Maritime Treaty Accessions by
Kazakhstan including the existing process used to ratify international treaties such
as the United Nations Convention on the Law of the Sea (UNCLOS), the
International Convention on Sifety of Life at Sea (SOLAS), the International
Convention for the Preventidn of Pollution from Ships (MARPOL), the
International Convention on| Standards of Training, Certification and
Watchkeeping for Seafarers (STCW), etc.

" Assess the current status of Kazakhstan Maritime Laws and Regulations including
the process used to issue “regulatory requirements” to ship owners, ship
operators, port facilities, and mariners that are at a level lower than national law.

* Assess the necessity of unifidation of the legislation both Kazakhstan and
Azerbaijan for the successful implementation of the Transcaspian project.

* Assess the current status of the environmental liability that shall be shared
between the parties, involved in the Trans Caspian System (TCS) implementation,
such as contractor of construction, ship operator, shippers, ship owners according
to the norms of international agréements/conventions and national legislation both
for RK and RA.

* Assess the status of any Caspian Sea agreements and national legislation of
Kazakhstan and Azerbaijan that 4ffect shipping and port operations.

* Assess the current status of| Kazakhstan Commercial Ship and Mariner
Registration and Recordkeeping

" Assess the current status of| Kazakhstan Commercial Mariner Licensing
Registration and Recordkeeping

* Assess the current status of the established Kazakhstan program to comply with to
the International Convention for Safety of Life at Sea and its International Ship
and Port Facility Security Code (ISPS Code), Part A and Part B (in force since
1 July 2004)

* Assess what International Maritithe Treaty Accessions are needed to be executed
by Kazakhstan where necessary such as UNCLOS, SOLAS, MARPOL, STCW
etc

* Assess the possibility of reciprocal (Kazakhstan and Azerbaijan) port State
control in accordance with interngtional practice, such as the Paris Memorandum
on Port State Control

* Assess, in general, the degree of ¢ompliance by ship operators, port facilities and
mariners with SOLAS, MARPOL and STCW.
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Assess in general, the current ¢
oil spill response and clean up.

Deliverable for Task 1

The Contractor shall provide the Grantd
above items and giving a general asse
indentified.

Task 2: Assessment of Other Ongoing

The Contractor shall identify, review an¢
Agencies and Institutions directed at the
traffic in the Caspian Area as it perta
identification of foreign assistance propd
duplication and /or overlaps that may
contradictions and differences suggested

This shall include discussions with agend
Maritime Organization (IMO), the Oil C
the Organization for Security and Co-op
Europe, and the Oil Spill Preparedness R

Deliverable for Task 2

The Contractor shall provide an assessmd

Task 3: Implementation Planning

Based on the results of Task 1 and 2 above,
recommendations for actions that need t

International standards which will includ

® Develop a comprehensive listin

needed to be carried out by Kazak

* Develop a comprehensive listing
enacted by Kazakhstan together w

since 1 July 2004)

Provide a proposal for any rec
Commercial Ship Registration
Kazakhstan government

apabilities of KOC, ship operators, port facilities

¢ with a report setting out finding relating to the

ssment of the steps needed to close any “gaps”

Activities (Donor, NGO, Institutions, IFIs)

1 assess other activities being carried out by other
 legal and regulatory administration of maritime

ns to Kazakhstan. This shall also include the
sed to the RK. The Contractor shail identify any

y be occurring and suggest resolution to any

by the different activities.

pies including but not limited to: the International
pmpanies Intemnational Marine Forum (OCIMF),
ration in Europe (OSCE), Lloyds Register, ABS
cgional Initiative (OSPRI).

it of other ongoing activities to the Grantee.

the Contractor shall develop
b be taken by the RK to reach compliance with
e but not be limited to the following:

b of International Maritime Treaty accessions

hstan together with a plan to implement.

of national laws and regulations needed to be
ith a plan to implement.

Develop a plan to develop a comprehensive approach to come into compliance
with the International Convention

Ship and Port Facility Security

for Safety of Life at Sea and its International
ode (ISPS Code), Part A and Part B (in force

q

0
d

mmended computer based “state of the art”
Ind Recordkeeping program for use by the
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* Provide a proposal for any recommended computer based “state of the art”
Commercial Mariner Licensing Registration and Recordkeeping program for use
by the Kazakhstan government

e Provide a proposal on the implementation of reciprocal (Kazakhstan and
Azerbaijan) port State control in accordance with international practice, such as
the Paris Memorandum on Port State Control

* Develop a plan for establishing the necessary infrastructure for RK, ship
operators, and port facilities| to meet oil spill response and clean up
responsibilities.

Deliverable for Task 3

The Contractor shall provide the Granted with the implementation plan.

Task 4: Impact Assessment on TCS

The Contractor shall identify and ass¢ss the impact that the implementation of the
International Maritime Laws and Reguldtions identified will have on the development of
the TCS. This shall include but rot be limited to analyzing the institutional,
infrastructure and other requirements to ¢omply at the national, regional, local levels. The
Contractor’s analysis of potential impact and compliance needs shall be as concrete and
detailed as possible and shall include financial, economic and technical definition of the
compliance actions.

Deliverable for Task 4

The Contractor shall provide the Grantee|with the impact assessment.

Task 5: Final Report

The Contractor shall prepare and deliver to the Grantee and USTDA a substantive and
comprehensive final report of all work performed under these Terms of Reference (“Final
Report”). The Final Report shall be organized according to the above tasks, including all
deliverables and documents that have been provided to the Grantee. The Final Report
shall be prepared and delivered to USTDA in accordance with Clause I of Annex II of the
Grant Agreement. The Contractor shall provide the Grantee with 6 copies of the final
report in both English and Russian on CD-ROM.

Deliverable for Task 5

The Contractor shall provide the Grantee and USTDA with the Final Report.
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Notes:

)

(2)

3)

The Contractor is responsible for compliance with U.S. export licensing
requirements, if applicable, in the performance of the Terms of Reference.

The Contractor and the Grantee shall be careful to ensure that the public

version of the Final Report contains no security or confidential
information.

The Grantee and USTDA shall have an irrevocable, worldwide, royalty-

free, non-exclusive right to|use and distribute the Final Repeort and all
work product that is developed under these Terms of Reference.

¥ Annex I-5
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Annex I

USTDA Mandatory Contract Clauses

A. USTDA Mandatory Clauses Controlling

The parties to this contract acknowledgg that this contract is funded in whole or in part by
the U.S. Trade and Development Agency ("USTDA") under the Grant Agreement
between the Government of the United States of America acting through USTDA and
KMG-Transcaspian LLP ("Client"), dated ("Grant Agreement"). The
Client has selected ("Contractor") to perform technical assistance
("TA") for the proposed Maritime Legal and Regulatory project ("Project”) in the
Republic of Kazakhstan ("Host Country"). Notwithstanding any other provisions of this
contract, the following USTDA mandatory contract clauses shall govern.  All
subcontracts entered into by Contractor funded or partially funded with USTDA Grant
funds shall include these USTDA mandatory contract clauses, except for clauses B(1), G,
H, [, and J. In addition, in the event of any inconsistency between the Grant Agreement
and any contract or subcontract thereundgr, the Grant Agreement shall be controlling.

B. USTDA as Financier
(1) USTDA Approval of Contract

All contracts funded under the Grant Agreement, and any amendments thereto,
including assignments and changes ih the Terms of Reference, must be approved by
USTDA in writing in order to be effdctive with respect to the expenditure of USTDA
Grant funds. USTDA will not authprize the disbursement of USTDA Grant funds
until the contract has been formally approved by USTDA or until the contract
conforms to modifications required by USTDA during the contract review process.

(2) USTDA Not a Party to the Contract

It is understood by the parties that USTDA has reserved certain rights such as, but not
limited to, the right to approve the terms of this contract and amendments thereto,
including assignments, the selection of all contractors, the Terms of Reference, the
Final Report, and any and all documents related to any contract funded under the
Grant Agreement. The parties heretd further understand and agree that USTDA, in
reserving any or all of the foregoing approval rights, has acted solely as a financing
entity to assure the proper use of United States Government funds, and that any
decision by USTDA to exercise or refrain from exercising these approval rights shall
be made as a financier in the course of financing the TA and shall not be construed as
making USTDA a party to the contradt. The parties hereto understand and agree that
USTDA may, from time to time, exdrcise the foregoing approval rights, or discuss
matters related to these rights and the Project with the parties to the contract or any
subcontract, jointly or separately, without thereby incurring any responsibility or
liability to such parties. Any approval or failure to approve by USTDA shall not bar
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the Client or USTDA from asserting any right they might have against the Contractor,
or relieve the Contractor of any liability which the Contractor might otherwise have
to the Client or USTDA.

C. Nationality, Source and Origin

Except as USTDA may otherwise agree, the following provisions shall govern the
delivery of goods and services funded by USTDA under the Grant Agreement: (a) for
professional services, the Contractor must be either a U.S. firm or U.S. individual; (b) the
Contractor may use U.S. subcontractors without limitation, but the use of subcontractors
from Host Country and Azerbaijan (use of subcontractors from Azerbaijan is permitted
only for review and analysis of Azerbaijani law and regulations) may not exceed in total
twenty percent (20%) of the USTDA Grant amount and may only be used for specific
services from the Terms of Reference identified in the subcontract; (c) employees of U.S.
Contractor or U.S. subcontractor firms fesponsible for professional services shall be U.S.
citizens or non-U.S. citizens lawfully admitted for permanent residence in the U.S.; (d)
goods purchased for performance of the TA and associated delivery services (e.g.,
International transportation and insuran¢e) must have their nationality, source and origin
in the United States; and (e) goods and services incidental to TA support (e.g., local
lodging, food, and transportation) in Hast Country and Azerbaijan are not subject to the
above restrictions. USTDA will make available further details concerning these
provisions upon request.

D. Recordkeeping and Audit

The Contractor and subcontractors fund
accordance with generally accepted ac
documents, sufficient to reflect properly
contract. These books, records, and oth
use and expenditure of USTDA funds,

ed under the Grant Agreement shall maintain, in
counting procedures, books, records, and other
all transactions under or in connection with the
er documents shall clearly identify and track the
separately from other funding sources. Such

books, records, and documents shall be
period of three (3) years after final d
subcontractors shall afford USTDA, or
reasonable times for inspection and
documentation.

E. U.S. Carriers

(1 Air

maintained during the contract term and for a
sbursement by USTDA. The Contractor and
ts authorized representatives, the opportunity at
audit of such books, records, and other

Transportation by air of persons or property funded under the Grant Agreement shall
be on U.S. flag carriers in accordance
the extent service by such carriers i
Government regulations.

with the Fly America Act, 49 U.S.C. 401 18, to
s available, as provided under applicable U.S.
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(2) Marine

Transportation by sea of property finded under the Grant Agreement shall be on U.S.
carriers in accordance with U.S. cargo preference law.

F. Workman's Compensation Insurance

The Contractor shall provide adequate Workman's Compensation Insurance coverage for
work performed under this Contract.

G. Reporting Requirements

The Contractor shall advise USTDA by letter as to the status of the Project on March 1st
annually for a period of two (2) years after completion of the TA. In addition, if at any
time the Contractor receives follow-on work from the Client, the Contractor shall so
notify USTDA and designate the Conttactor's contact point including name, telephone,
and fax number. Since this information may be made publicly available by USTDA, any
information which is confidential shall be designated as such by the Contractor and
provided separately to USTDA. USTDA will maintain the confidentiality of such
mformation in accordance with applicable law.

H. Disbursement Procedures
(1) USTDA Approval of Contract

Disbursement of Grant funds will |be made only after USTDA approval of this
contract. To make this review in a timely fashion, USTDA must receive from either
the Client or the Contractor a photo fopy of an English language version of a signed
contract or a final negotiated draft version to the attention of the General Counsel's
office at USTDA's address listed in Clause M below.

(2) Payment Schedule Requirements

A payment schedule for disbursement of Grant funds to the Contractor shall be
included in this Contract. Such payment schedule must conform to the following
USTDA requirements: (1) up to twenty percent (20%) of the total USTDA Grant
amount may be used as a mobilization payment; (2) all other payments, with the
exception of the final payment, shall be based upon contract performance milestones;
and (3) the final payment may be to less than fifteen percent (15%) of the total
USTDA Grant amount, payable upon receipt by USTDA of an approved Final Report
in accordance with the specificatios and quantities set forth in Clause 1 below.
Invoicing procedures for all payments are described below.
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(3) Contractor Invoice Requirements

USTDA will make all disbursements of USTDA Grant funds directly to the Contractor.
The Contractor must provide USTDA with an ACH Vendor Enrollment Form (available
from USTDA) with the first invoice. The Client shall request disbursement of funds by
USTDA to the Contractor for performance of the contract by submitting the following to
USTDA:

(a) Contractor's Invoice

The Contractor's invoice shall iclude reference to an item listed in the Contract
payment schedule, the requested payment amount, and an appropriate certification
by the Contractor, as follows:

(1) For a mobilization payment (jf any):

"As a condition for this mobilization payment, the Contractor certifies that it will
perform all work in accordance with the terms of its Contract with the Client. To
the extent that the Contractor dges not comply with the terms and conditions of
the Contract, including the USTDA mandatory provisions contained therein, it
will, upon USTDA’s request, make an appropriate refund to USTDA. "

(11) For contract performance milestone payments:

"The Contractor has performed the work described in this invoice in accordance
with the terms of its contract| with the Client and is entitled to payment
thereunder. To the extent the Contractor has not complied with the terms and

conditions of the Contract, including the USTDA mandatory provisions contained
therein, it will, upon USTDA's recguest, make an appropriate refund to USTDA."

(1) For final payment:

"The Contractor has performed the work described in this invoice n accordance
with the terms of its contract|with the Client and is entitled to payment
thereunder. Specifically, the Contractor has submitted the Final Report to the
Client, as required by the Contrac , and received the Client’s approval of the Final
Report. To the extent the Contractor has not complied with the terms and
conditions of the Contract, including the USTDA mandatory provisions contained
therein, it will, upon USTDA’s request, make an appropriate refund to USTDA."

(b) Client's Approval of the Contractor's Invoice

(i) The invoice for a mobilization payment must be approved in writing by the
Client.
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(11) For contract performance nj
the Client must be provided on t}

3

"The services for which disburs
performed satisfactorily, in accd
the terms and conditions of the U
(i) For final payment, the follo
on the invoice or separately:

"The services for which disburs
performed satisfactorily, in accd
terms and conditions of the (|
submitted by the Contractor has }

(c) USTDA Address for Disbur

Requests for disbursement shall 4
the Finance Department at USTD

(4) Termination

ilestone payments, the following certification by

ne invoice or separately:

ement is requested by the Contractor have been
prdance with applicable Contract provisions and

STDA Grant Agreement."

wing certification by the Client must be provided

ement is requested by the Contractor have been

rdance with applicable Contract provisions and
JISTDA Grant Agreement. The Final Report
yeen reviewed and approved by the Client. "

sement Requests

e submitted by courier or mail to the attention of
A's address listed in Clause M below.

In the event that the Contract is terminated prior to completion, the Contractor will be

eligible, subject to USTDA approva

have been incurred in performing the
as reasonable wind down expenses.
the total amount of undisbursed G

1, for reasonable and documented costs which
Terms of Reference prior to termination, as well
Reimbursement for such costs shall not exceed
rant funds. Likewise, in the event of such

receive from the Contractor all USTDA Grant
¢ Contractor (including but not limited to

1 the reasonable and documented costs incurred
prior to termination.

termination, USTDA is entitled to 1
funds previously disbursed to th
mobilization payments) which exceet
in performing the Terms of Reference

I. USTDA Final Report
(1) Definition

"Final Report" shall mean the Final R
of Reference or, if no such "Final Ré
mean a substantive and comprehensiy
the attached Annex [ Terms of Refer
Client.

leport described in the attached Annex I Terms
port” is described therein, "Final Report" shall
e report of work performed in accordance with
ence, including any documents delivered to the

(2) Final Report Submission Requirements

The Contractor shall provide the following to USTDA:
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(a) One (1) complete version of the Final Report for USTDA's records. This

version shall have been approved by the Client in writing and must be in the

English language. It is the responsibility of the Contractor to ensure that

confidential information, if any, contained in this version be clearly marked.

USTDA will maintain the confidentiality of such information in accordance with

applicable law.
and

(b) One (1) copy of the Final|Report suitable for public distribution ("Public
Version"). The Public Version shall have been approved by the Client in writing
and must be in the English language. As this version will be available for public
distribution, it must not contain any confidential information. If the report in (a)
above contains no confidential information, it may be used as the Public Version.
In any event, the Public Versipn must be informative and contain sufficient
Project detail to be useful to prospective equipment and service providers.

and

() Two (2) CD-ROMs, each cor taining a complete copy of the Public Version of
the Final Report. The electroniq files on the CD-ROMs shall be submitted in a
commonly accessible read-only format. As these CD-ROM:s will be available for
public distribution, they must not contain any confidential information. It is the
responsibility of the Contractor| to ensure that no confidential information is
contained on the CD-ROMs.

The Contractor shall also providg one ( 1) copy of the Public Version of the Final
Report to the Foreign Commercial Service Officer or the Economic Section of the
U.S. Embassy in Host Country for informational purposes.

(3) Final Report Presentation
All Final Reports submitted to USTDIA must be paginated and include the following:

(a) The front cover of every Fina Report shall contain the name of the Client, the
name of the Contractor who prepared the report, a report title, USTDA's logo,
USTDA's mailing and delivery addresses. If the complete version of the Final
Report contains confidential information, the Contractor shall be responsible for
labeling the front cover of thaf version of the Final Report with the term
“Confidential Version.” The Confractor shall be responsible for labeling the front
cover of the Public Version of the Final Report with the term “Public Version.”
The front cover of every Final Report shall also contain the following disclaimer:

“This teport was funded by the U.S. Trade and Development Agency
(USTDA), an agency of the|U. S. Government. The opinions, findings,
conclusions or recommendations expressed in this document are those of the
author(s) and do not necessarily represent the official position or policies of
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USTDA. USTDA makes| no representation about, nor does it accept

responsibility for, the accurdcy or completeness of the information contained
in this report."

(b) The inside front cover of ¢very Final Report shall contain USTDA's logo,
USTDA’s mailing and delivery addresses, and USTDA's mission statement.
Camera-ready copy of USTDA Final Report specifications will be available from
USTDA upon request.

(¢) The Contractor shall affix to the front of the CD-ROM 2 label identifying the
Host Country, USTDA Activity Number, the name of the Client, the name of the
Contractor who prepared the report, a report title, and the following language:

“The Contractor certifies thdt this CD-ROM contains the Public Version of
the Final Report and that all dontents are suitable for public distribution.”

(d) The Contractor and any subcontractors that perform work pursuant to the
Grant Agreement must be clearly identified in the Final Report. Business name,

point of contact, address, telephone and fax numbers shall be included for
Contractor and each subcontractor.

(¢) The Final Report, while aiming at optimum specifications and characteristics
for the Project, shall identify the availability of prospective U.S. sources of
supply. Business name, point of contact, address, telephone and fax numbers
shall be included for each commercial source.

(f) The Final Report shall be a¢companied by a letter or other notation by the
Client which states that the Client approves the Final Report. A certification by

the Client to this effect provided on or with the invoice for final payment will
meet this requirement.

J. Modifications

All changes, modifications, assignments| or amendments to this contract, including the
appendices, shall be made only by written agreement by the parties hereto, subject to
written USTDA approval.

K. TA Schedule
(1) TA Completion Date
The completion date for the TA, whith is December 31%, 2010 or other earlier date

agreed by the Grantee and the Contragdtor and approved in the Contract by USTDA, is
the date by which the parties estimate that the TA will have been completed.
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(2) Time Limitation on Disbursement of USTDA Grant Funds

Except as USTDA may otherwise agree, (a) no USTDA funds may be disbursed
under this contract for goods and services which are provided prior to the Effective
Date of the Grant Agreement; and (b) all funds made available under the Grant
Agreement must be disbursed within four (4) years from the Effective Date of the
Grant Agreement.

L. Business Practices

The Contractor agrees not to pay, promise to pay, or authorize the payment of any money
or anything of value, directly or indirectly, to any person (whether a governmental
official or private individual) for the purpose of illegally or improperly inducing anyone
to take any action favorable to any party in connection with the TA. The Client agrees
not to recetve any such payment. The¢ Contractor and the Client agree that each will
require that any agent or representative hired to represent them in connection with the TA
will comply with this paragraph and all|{laws which apply to activities and obligations of
each party under this Contract, including but not limited to those laws and obligations
dealing with improper payments as desctibed above,

M. USTDA Address and Fiscal Data

Any communication with USTDA regarding this Contract shall be sent to the following
address and include the fiscal data listed below:

U.S. Trade and Development Agency
1000 Wilson Boulevard, Suite 1600
Arlington, Virginia 22209-3901
USA

Phone: (703) 875-4357
Fax:  (703) 875-4009

Fiscal Data:

Appropriation No.: 11X1001
Appropriation No.: 118/91001
Activity No.: 2009-81037A
Reservation No.: 2009810048
Grant No.: GH2009810016

N. Definitions

All capitalized terms not otherwise defindd herein shall have the meaning set forth in the
Grant Agreement.
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0. Taxes

USTDA funds provided under the Grant Agreement shall not be used to pay any taxes,
tariffs, duties, fees or other levies imposed under laws in effect in Host Country. Neither
the Client nor the Contractor will seek reimbursement from USTDA for such taxes,
tariffs, duties, fees or other levies.
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TERMS

Background and Objectives
Kazakh Crude Oil is currently shipped

the Port of Aktau. The Transcaspian pr|

Kashagan Resources, oil transportation
annum by 2015.

OF REFERENCE

in limited amounts across the Caspian Sea from
pject envisages that with the development of the
across the Caspian will rise to 30 million tons per

The general overview and description of the Transcaspian project is stated in the

Agreement between the Republic of K
Azerbaijan (hereinafter RA) on suppq

ﬁ

1

Kazakhstan through the Caspian Sea an
international markets by the Baku-Tb
2006.

This project includes loading and disch|
territories of the Caspian Sea, tankers
providing other operations within the
Ceyhan oil pipeline.

Whereas this project is as significant for
in Kazakhstan, in particular those operat

issue of confidence in the system becon
have an effective system of transportati
standards and regulation.

Kazakhstan does have a port administra
national level. Maritime policy is cur
under various state bodies. The lack o

azakhstan (hereinafter RK) and the Republic of
ort of oil transportation from the Republic of
the territory of the Republic of Azerbaijan to the
isi-Ceyhan (BTC) system, signed on June, 16,

arging oil terminals on Kazakh and Azeri coastal
and vessels (designed for oil transportation and
project), and a connection to the Baku-Tbilisi-

Kazakhstan itself as for oil producing companies
ing in Tengiz and the North-Caspian oilfields, the
nes a focal point. It is essential for Kazakhstan to
on in place, adhering to the highest international

ition (Aktau Sea Port), but it is not operating at a
rently not coordinated, with jurisdiction falling
f a clear definition of the necessary international

standards and of consistency in applying them is seen as an impediment to the

development of Transcaspian project.

KMG-Transcaspian LLP has been tas
necessary institutional, economic and
facilitate the implementation of the Tras
Reference (TOR) are to assist KMG-T1
Accessions, Maritime laws and Regulat
definition of how these requirements sh

Task 1: Assessment of Current Status

ked with the responsibility of determining the
technical factors that need to be resolved to
nscaspian project. The objective of these terms of
anscaspian in a) defining the International Treaty
ions that Kazakhstan has to implement , and b) a
buld be implemented.

in Kazakhstan

The Contractor shall travel to Kazakhst
as well as private sector companies to

marine related legislation in place, ad

Contractor shall work closely with the

an to meet with the Grantee and other RK entities,
develop an understanding of the current status of
Iministrative infrastructure and operations. The
Grantee as well as other RK entities identified by
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the Grantee that have functional responsibilities for administrating Marine related
legislation, regulations and/or operations. The Contractor shall also meet with other
entities that the Contractor deems necesgary to carry out its work. This shall include but
not be limited to Regional Authorities, International Oil Companies, Shipping
Companies, Port Authorities and Safety/Security Companies.

The assessment shall include but not be Jimited to the following activities:

= Assess the current status of |International Maritime Treaty Accessions by
Kazakhstan including the existinf process used to ratify international treaties such
as the United Nations Convention on the Law of the Sea (UNCLOS), the
International Convention on Safety of Life at Sea (SOLAS), the International
Convention for the Prevention of Pollution from Ships (MARPOL), the
International Convention on| Standards of Training, Certification and
Watchkeeping for Seafarers (STCW), etc.

= Assess the current status of Kazakhstan Maritime Laws and Regulations including
the process used to issue “regulatory requirements” to ship owners, ship operators,
port facilities, and mariners that are at a level lower than national law.

» Assess the necessity of unifidation of the legislation both Kazakhstan and
Azerbaijan for the successful implementation of the Transcaspian project.

= Assess the current status of the environmental liability that shall be shared

between the parties, involved in

the Trans Caspian System (TCS) implementation,

such as contractor of construction, ship operator, shippers, ship owners according

to the norms of international agr
for RK and RA.

Assess the status of any Casp
Kazakhstan and Azerbaijan that

Assess the current status of]
Registration and Recordkeeping

Assess the current status of
Registration and Recordkeeping

Assess the current status of the e
the International Convention foz
and Port Facility Security Code|
1 July 2004)

Assess what International Marit
by Kazakhstan where necessary
etc

cements/conventions and national legislation both

jan Sea agreements and national legislation of
affect shipping and port operations.

Kazakhstan Commercial Ship and Mariner

Kazakhstan Commercial Mariner Licensing

stablished Kazakhstan program to comply with to

- Safety of Life at Sea and its International Ship

(ISPS Code), Part A and Part B (in force since

me Treaty Accessions are needed to be executed
such as UNCLOS, SOLAS, MARPOL, STCW
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in accordance with international
State Control

oil spill response and clean up.

Deliverable for Task 1

The Contractor shall provide the Grante

above items and giving a general asse
indentified.

Task 2: Assessment of Other Ongoin

Assess the possibility of reciproc]

Assess, in general, the degree of
mariners with SOLAS, MARPOI

Assess in general, the current c3

al (Kazakhstan and Azerbaijan) port State control
practice, such as the Paris Memorandum on Port

compliance by ship operators, port facilities and

., and STCW.

ipabilities of KOC, ship operators, port facilities

e with a report setting out finding relating to the
ssment of the steps needed to close any “gaps”

Activities (Donor, NGO, Institutions, IFIs)

The Contractor shall identify, review an
Agencies and Institutions directed at th

d assess other activities being carried out by other
e legal and regulatory administration of maritime

traffic in the Caspian Area as it pertains to Kazakhstan. This shall also include the

identification of foreign assistance props
duplication and /or overlaps that ma
contradictions and differences suggested

This shall include discussions with agen

Maritime Organization (IMO), the Oil (
the Organization for Security and Co-op
Europe, and the Oil Spill Preparedness H
Deliverable for Task 2

The Contractor shall provide an assessmy

Task 3: Implementation Planning

Based on the results of Task 1
. recommendations for actions that need
International standards which will inclu

Develop a comprehensive listi
needed to be carried out by Kaza

Develop a comprehensive listin
enacted by Kazakhstan together

vsed to the RK. The Contractor shall identify any
y be occurring and suggest resolution to any
by the different activities.

cies including but not limited to: the International
‘ompanies International Marine Forum (OCIMF),
eration in Europe (OSCE), Lloyds Register, ABS
Xegional Initiative (OSPRI).

ent of other ongoing activities to the Grantee.

and 2 above, the Contractor shall develop
to be taken by the RK to reach compliance with
le but not be limited to the following:

hg of International Maritime Treaty accessions
khstan together with a plan to implement.

g of national laws and regulations needed to be
with a plan to implement.
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Ship and Port Facility Security
since 1 July 2004)

Commercial Ship Registration
Kazakhstan government

Commercial Mariner Licensing
by the Kazakhstan government

Provide a proposal on the i
Azerbaijan) port State control i

the Paris Memorandum on Port §

operators, and port facilities
responsibilities.

Deliverable for Task 3

The Contractor shall provide the Grante

Task 4: Impact Assessment on TCS

The Contractor shall identify and ass
International Maritime Laws and Regul
the TCS. This shall include but
infrastructure and other requirements to
Contractor’s analysis of potential impa|
detailed as possible and shall include fi
compliance actions.

Deliverable for Task 4
The Contractor shall provide the Grante

Task 5: Final Report

The Contractor shall prepare and deliv
comprehensive final report of all work
Report”). The Final Report shall be or

Develop a plan to develop a cd
with the International Conventig

Provide a proposal for any re

Provide a proposal for any re

Develop a plan for establishj

mprehensive approach to come into compliance
on for Safety of Life at Sea and its International
Code (ISPS Code), Part A and Part B (in force

commended computer based “state of the art”
and Recordkeeping program for use by the

commended computer based “state of the art”
Registration and Recordkeeping program for use

mplementation of reciprocal (Kazakhstan and
n accordance with international practice, such as
State Control

ing the necessary infrastructure for RK, ship
to meet oil spill response and clean up

e with the implementation plan.

iess the impact that the implementation of the
ations identified will have on the development of
not be limited to analyzing the institutional,
comply at the national, regional, local levels. The
ct and compliance needs shall be as concrete and
inancial, economic and technical definition of the

e with the impact assessment.

er to the Grantee and USTDA a substantive and
performed under these Terms of Reference (“Final
ranized according to the above tasks, including all
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deliverables and documents that have been provided to the Grantee. The Final Report
shall be prepared and delivered to USTDA in accordance with Clause I of Annex II of the
Grant Agreement. The Contractor shall provide the Grantee with 6 copies of the final
report in both English and Russian on CD-ROM.

Deliverable for Task 5

The Contractor shall provide the Granteg and USTDA with the Final Report.
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Notes:

(1) The Contractor is responsible for compliance with U.S. export licensing
requirements, if applicable, in the performance of the Terms of Reference.

(2) The Contractor and the Grantee shall be careful to ensure that the public
version of the Final Re:E:)rt contains no security or confidential
information.

(3) The Grantee and USTDA shall have an irrevocable, worldwide, royalty-
free, non-exclusive right to|use and distribute the Final Report and all
work product that is developed under these Terms of Reference.
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A.

Provide the information listed below relativ

ANNEX 6

COMPANY

Company Profile

INFORMATION

e to the Offeror's firm. If the Offeror is proposing

to subcontract some of the proposed work to another firm(s), the information below must be

provided for each subcontractor.

1.

Name of firm and business address
numbers:

street address only), including telephone and fax

Year established (include predegessor companies and year(s) established, if

appropriate).

Type of ownership (e.g. public, privi

If private or closely held company,
their ownership.

List of directors and principal off]
President(s), Secretary and Treasurg
last). Please place an asterisk (*) g
will be involved in the Technical As

If Offeror is a subsidiary, indicate
subsidiary. Provide the informatig
Offeror’s parent(s).

ate or closely held).

provide list of shareholders and the percentage of

icers (President, Chief Executive Officer, Vice-
r; provide full names including first, middle and
1ext to the names of those principal officers who
sistance.

if Offeror is a wholly-owned or partially-owned
n requested in items 1 through 5 above for the




7. Project Manager's name, address, tel

B. Offeror's Authorized Negotiator

Provide name, title, address, telephone n
Offeror's authorized negotiator. The pers

lephone number, e-mail address and fax number .

umber, e-mail address and fax number of the
son cited shall be empowered to make binding

commitments for the Offeror and its subcontractors, if any.

C. Negotiation Prerequisites
1. Discuss any current or anticipated ¢
Offeror or its subcontractors to complete f
such impact within the project schedule.

2. Identify any specific information
commencing contract negotiations.

D. Offeror’s Representations
Please provide exceptions and/or €
representations cannot be made:
1. Offeror is a corporation [insert apj
organized, validly existing and in|
. The Offeror has
conduct its business as presently co1
execute and deliver a contract to |
Assistance. The Ofteror is not debg
belief, proposed for debarment, or i
or state governmental agency or

ommitments which may impact the ability of the
he Technical Assistance as proposed and reflect

which is needed from the Grantee before

xplanations in the event that any of the following

plicable type of entity if not a corporation] duly

good standing under the laws of the State of
all the requisite corporate power and authority to

rducted, to submit this proposal, and if selected, to
he Grantee for the performance of the Technical

rred, suspended, or to the best of its knowledge or

neligible for the award of contracts by any federal
authority. The Offeror has included, with this




ticles of Incorporation, and a certificate of good
h of the date of its proposal by the State of

proposal, a certified copy of its At
standing issued within one mont]

rincipal officers have, within the three-year period
of or had a civil judgment rendered against them
criminal offense in connection with obtaining,
y a federal, state or local government contract or
state antitrust statutes relating to the submission of
rlement, theft, forgery, bribery, falsification or
» statements, tax evasion, violating federal or state
n property.

Neither the Offeror nor any of its p
preceding this RFP, been convicted
for: commission of fraud or a
attempting to obtain, or performinj
subcontract; violation of federal or
offers; or commission of embez;
destruction of records, making falsg
criminal tax laws, or receiving stole|

Neither the Offeror, nor any of it
otherwise criminally or civilly ch
enumerated in paragraph 2 above.

s principal officers, is presently indicted for, or
arged with, commission of any of the offenses

There are no federal or state tax lieps pending against the assets, property or business
of the Offeror. The Offeror, has not, within the three-year period preceding this RFP,
been notified of any delinquent federal or state taxes in an amount that exceeds
$3,000 for which the liability remains unsatisfied. Taxes are considered delinquent if
(a) the tax liability has been fully determined, with no pending administrative or
judicial appeals; and (b) a taxpayer has failed to pay the tax liability when full
payment is due and required.

. The Offeror has not commenced

liquidation, reorganization or other
bankruptcy, insolvency or other sin
an involuntary petition under any bz

a voluntary case or other proceeding seeking
relief with respect to itself or its debts under any
rilar law. The Offeror has not had filed against it
ikruptcy, insolvency or similar law.

The selected Offeror shall notify the Gr
included in its proposal are no longer true
with the Grantee. USTDA retains the righ
from the selected Offeror.

antee and USTDA if any of the representations
and correct at the time of its entry into a contract
t to request an updated certificate of good standing

Signed:

(Aluthorized Representative)
Print Name:
Title:

Date:




