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Kazakhstan as an Investment Destination
in the Mining Sector

The mining industry of Kazakhstan is not only a cornerstone of the national economy, but
also serves as a key driver of foreign direct investment (FDI). Analytical data indicates that
nearly half of all enterprises engaged in the extraction and exploration of mineral
resources are represented by local companies; however, the sector’s development
dynamics are largely shaped by the activities of international players.

Incentive Framework: Classification and Implementation Mechanisms

State support for investment activity in Kazakhstan is strictly regulated and differentiated
depending on the scale and nature of a project. As of 2026, the system of incentives has
been adapted to reflect the new Tax Code and updated requirements for the processing of
raw materials.

A) Priority Investment Projects and Processing Agreements

This regime is aimed at the establishment of new production facilities or the large-scale
modernization of existing capacities in priority sectors, including metallurgy and solid
mineral extraction. As of 2026, particular emphasis is placed on Processing Agreements
for Solid Minerals (PA).

Such projects benefit from substantial incentives, including:

« Corporate Income Tax (CIT) exemption (0%) for up to 10 years;

« Land tax and property tax exemptions (0%) for up to 10 and 8 years, respectively;

*  Exemption from import customs duties and VAT on imported equipment, subject to an
approved list.

The application of specific incentives is determined on a case-by-case basis in accordance
with the terms of the relevant investment project or agreement.

It is important to note that in 2026 the investment threshold for entering into Processing
Agreements was significantly increased to 70 million MCI (approximately KZT 302.7
billion), reflecting the State’s focus on attracting strategically significant investors.

B) Special Investment Projects and Stabilization of Legal Regime

Companies operating within Special Economic Zones (SEZs) or utilizing so-called free
warehouses may benefit from the Special Investment Project (SIP) regime. As of 1 January
2026, the rules governing SIPs have been updated: the regime is now available to SEZ
participants and/or operators of free warehouses establishing or modernizing enterprises
in priority sectors.

The incentive package includes exemptions from customs duties and VAT on the import of
raw materials and components incorporated into finished products.

In practice: Equipment, raw materials and components imported into an SEZ or free
warehouse are exempt from customs duties and taxes under the applicable customs
procedures; Upon export of finished goods from an SEZ or free warehouse, exemptions
also apply to duties and taxes on the raw materials and components used in such goods.

For large-scale projects (with an investment value exceeding KZT 29.5 billion), a

mechanism is available to ensure the stability of the applicable legal framework for up to
25 years through the conclusion of special investment agreements.

MINING SECTOR KAZAKHSTAN

KZT 16.1 TIn (>12% GDP) $22.4 Bn (+12,2% YoY) 224.000 jobs in KZ
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Kazakhstan as an Investment Destination
in the Mining Sector

RESOURCE PORTFOLIO
URANIUM — 40% + GLOBAL PRODUCTION; 14% GLOBAL RESERVES

Kazakhstan has 15 registered rare earth deposits across three regions: Turkistan (South:
Budenovskoye, Akdala, Inkai, Kanzhugan, Moiynkum Central, Mynkuduk West/Central,
Jamchi), Kostanai (North: Akbulak, Kundybay), and Mangystau (West: Melovoye, Taibogar,
Tasmurun, Tomak, plus technogenic formations).

These are often by-products of uranium and copper mining (e.g., osmium from Kazakhmys
operations in Zhezkazgan), with active exploration pushing toward commercial
development for electronics, clean energy, and EVs.

Kazakhstan produces traditional metals with stable demand while building toward critical
minerals for future tech. Here’s the breakdown:

*  Copper: ~150 million tonnes produced by 2025, measures taken to double to 300
million tonnes annually until 2030; major mines: Aktogay (Abay Region), Bozshakol
(Pavlodar), Zhezkazgan (Karaganda).

* Gold: ~120 tons/year; key deposits: Vasilkovskoye (Akmola), Bakyrchik (East
Kazakhstan), recent finds like Kok-Zhon (+97.8 tons reserves).

»  Silver: ~recently 11.9 tons new reserves found; rather a by-product of polymetallic
mining in East Kazakhstan (Ridder, Zyryanovsk) and recent sites like Altyn-Shoko.

» Zinc: Kazakhstan accounted for 3% of global production by 2023 and remains a major
zinc producer and exporter with strong export links to China; Locations: East
Kazakhstan (Ozernoye), Aktobe, Ulytau; exports to China (39% of its imports).

*  Aluminium: Bauxite from Pavlodar Region; Locations: primary production via Pavlodar
Aluminum Plant.

» Rare Earths: 15 deposits (2.6M tons estimated); Locations: South (Turkistan:
Budenovskoye, Inkai, etc.), North (Kostanai: Akbulak), West (Mangystau: Melovoye);
often REE by-product from uranium/copper.

» This mix supports diversification from commodities to high-tech essentials like EVs
and renewables

INVESTMENT DECISION

Kazakhstan is an attractive investment destination because it combines a large resource
base, a strategic location between Europe and Asia, and a growing role in critical
minerals such as uranium, copper, and rare earths.

Kazakhstan offers a low-risk entry for mining investors through a clear value chain:
massive reserves fuel industrial-scale production, which taps into a proven $22.4B export
market, supported by regulatory reforms that simplify licensing while new exploration
opportunities provide fresh project pipelines.

1. RESOURCES
(Large reserves)

2. SCALE
(Industrial production)

3. EXPORT
($22.4B market access)
|
4. REFORMS
(Simplified regulation)
|

5. ENTRY POINT
(New projects & exploration)

RESULT: LOWER ENTRY RISK
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Investment Environment in the Mining Sector

GOVERNMENT POLICY SHIFT

Kazakhstan is increasingly targeting serious investors rather than short-term speculators.
Its policy is also shifting from dependence on oil and gas toward critical minerals, with the
government backing deeper exploration, better data transparency, and domestic
processing to build a more diversified and value-added mining sector.

More restrictions More support
Higher penalties Clear rules
Entry discipline Predictability

NEW REQUIREMENTS

Winners of mining license auctions in Kazakhstan must pay a one-time lump-sum
fee (e.g., ~$2,800-12,500 USD depending on mineral type) immediately after
winning, before receiving the license — not after production starts.

This change weeds out non-serious bidders who previously won auctions but failed
to pay later.

Kazakhstan’s new Subsoil Code requirements make the investment environment
more predictable and secure for strategic mining projects.

1 Signature bonus BEFORE license
2. 5-year ban for violations
3 Strict compliance enforcement

!
Stricter entry, safer long-term investment

INVESTMENT SHIFT 2025-2026

Kazakhstan’s investment policy in 2025-2026 is undergoing a structural shift from a
traditional oil and gas focus toward the development of critical minerals,
including uranium, copper and rare earth elements (REEs).

This transition reflects both global demand dynamics and the country’s strategic
positioning within the international supply chain for energy transition materials.

As a result, Kazakhstan is attracting increasing attention from major global
economies, including the United States, the European Union and China, all of which
are actively seeking to secure access to critical raw materials.

This growing international interest is already translating into tangible capital inflows.
Foreign direct investment (FDI) in the mining sector is expected to more than double
over the next five years, accompanied by an increase in joint venture (JV) activity and
a stronger focus on early-stage entry through exploration projects.

Against this backdrop, a new investment strategy is emerging—one that prioritizes
resource processing, localization of value chains and long-term partnerships with
international investors.

INVESTMENT INCENTIVE SYSTEM

Kazakhstan’s new Subsoil Code amendments offer strategic investors in large
industrial or innovative projects tax exemptions (10 years on corporate/land taxes, 8
years on property tax, 5 years on equipment import VAT) and the right to acquire
mining licenses without standard auctions. However, mining and exploration
companies do not get automatic tax breaks — incentives are targeted, tied to specific
agreements, and not universally available.

10 yrs — Corporate & land tax exemption
8 yrs — Property tax exemption
5 yrs — VAT exemption (equipment import)
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Investment Environment in the Mining Sector

INVESTMENT INCENTIVE SYSTEM

Kazakhstan’s new Subsoil Code amendments offer strategic investors in large industrial
or innovative projects tax exemptions (10 years on corporate/land taxes, 8 years on
property tax, 5 years on equipment import VAT) and the right to acquire mining licenses
without standard auctions. However, mining and exploration companies do not get
automatic tax breaks — incentives are targeted, tied to specific agreements, and not
universally available.

10 yrs — Corporate & land tax exemption
8 yrs — Property tax exemption

5 yrs — VAT exemption (equipment import)

STRATEGIC INVESTORS
Access WITHOUT standard auction
(for large industrial / innovation projects)
|
LIMITATIONS
No automatic tax breaks for mining/exploration
Incentives tied to specific agreements

Standard mining and exploration operations do not get automatic tax
breaks—companies pay full standard rates (20% CIT, 16% VAT, etc.).
The strong incentives are targeted only at strategic/large-scale projects via
specific investment agreements, not universally available to all miners.
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Financing Mining Projects in Kazakhstan -
Export Finance, Untied Loans & Strategic
Raw Materials

MARKET CONTEXT & FINANCING LANDSCAPE

Export Credit Agencies (ECAs) remain open to financing mining projects in Kazakhstan;
however, their approach has become significantly more selective in recent years. Since
2021/22, many ECAs have tightened their climate and sustainability policies, placing
fossil-fuel-related projects under strong political and regulatory pressure while
substantially increasing ESG expectations across the sector. In contrast, projects linked
to strategic and transition of minerals increasingly receive preferential treatment,
reflecting their critical role in global decarbonization, electrification, and industrial
resilience.

Favored raw materials include copper, lithium, nickel, cobalt, rare earth elements, and
graphite, as they are essential for the energy transition, electrification, and long-term
industrial security. Projects involving such raw materials are therefore more likely to
qualify for financial support, provided that robust ESG standards and transparent project
structures are in place.

By contrast, thermal coal, oil sands, and projects with significant climate or biodiversity
impacts are typically restricted or excluded from ECA support due to climate policy
commitments and sustainability frameworks.

Against this backdrop, financing decisions today are primarily driven by a combination of
raw material type, ESG profile, project structure, and strategic relevance, rather than
purely by credit quality or country risk.

GERMAN FEDERAL GUARANTEE INSTRUMENTS

Germany provides two key federal guarantee instruments to support international
projects. These instruments are generally available for eligible projects worldwide;
however, they are particularly relevant in the context of mining and raw-material projects
in Kazakhstan. In practice, the instruments are used to support capital-intensive projects
with long asset lives, offering long-term financing, predictable debt service, and
competitive pricing.

)

ODDO BHF

INTERNATIONAL
& CORPORATE BANKING

Hermes Covered Buyer Credits are a powerful tool for German exporters, enabling them to
offer their international customers not only the delivery of high-quality mining equipment and
related services, but also competitive, long-term financing solutions. By coupling exports
with attractive financing backed by comprehensive political and commercial risk coverage,
Hermes guarantees strengthen the exporter’s competitive position, facilitate contract
awards in challenging markets, and create a level playing field vis a vis international
competitors.

While Hermes Covered Buyer Credits focus on promoting German exports, UFK (Untied
Loan) Guarantees are a separate support instrument designed to secure Germany’s access
to raw materials and energy through untied project financing, where financing is not linked to
deliveries from German exporters but instead requires the supply of raw materials to German
companies. The key terms and conditions of both instruments are summarized in the table
below.

Instrument Type Export credit guarantee Untied loan guarantee
Purpose Support and secure German export Secure Germany’s access to critical
raw materials and energy
What is financed German export transactions Foreign raw material projects
Beneficiaries German exporter and financing Financing bank only
bank
Export link Mandatory None (untied financing)
Tenor Typically 5-15 years Often up to 1015 years, project-
specific
Financing amount Up to 85% of contract value Substantial share of total project
costs (case-by-case)
Regulatory OECD Arrangement on Officially Not subject to OECD Arrangement;
framework Supported Export Credits; OECD subject to OECD Common
Common Approaches (E&S) Approaches (E&S)
Typical use cases Machinery, infrastructure, energy, Strategic raw material and energy
transport projects without export linkage

10
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Financing Mining Projects in Kazakhstan -
Export Finance, Untied Loans & Strategic
Raw Materials

ESG REQUIREMENTS IN MINING FINANCE

The mining sector is subject to the highest ESG standards across all industries. Export
Credit Agencies (ECAs) like Euler Hermes, require projects to comply with both local and
international environmental and social standards, with the Environmental and Social Due
Diligence process based on the principles set out in the OECD Common Approaches. For
projects with the potential to cause significant adverse environmental and/or social
impacts, compliance with international standards is mandatory; such projects are typically
classified as Category A or Category B and are subject to in-depth environmental and
social due diligence.

Key requirements include comprehensive environmental and social impact assessments in
line with IFC standards, as well as robust governance, anti-corruption, and transparency
frameworks. Projects with weak ESG governance are rarely financeable today, even where
credit quality is otherwise strong.

GERMAN RAW MATERIALS FUND (ROHSTOFFFONDS)

The German Federal Government has established the Raw Materials Fund
(Rohstofffonds), managed by KfW, to secure the long-term supply of critical raw materials
for Germany and the European Union amid growing supply-chain risks and demand from
the energy transition, digitalization, and industrial production. Unlike UFK (Untied Loan)
Guarantees, which cover bank debt financing, the fund follows a direct equity investment
approach, thereby complementing rather than replacing UFK-backed financing structures.
The fund is administered and managed by KfW, which acts as the central point of contact.

The fund supports projects related to the extraction, processing, or recycling of critical
raw materials listed under the EU Critical Raw Materials Act or classified as DERA Raw
Materials Risk Group 3, while excluding pure exploration risks. It typically provides
EUR 50-150 million per project, primarily through equity or equity-like investments,
targeting strategically important projects that are difficult to finance, particularly at early
stages. Projects are submitted to KfW and assessed in cooperation with DERA, with
investment decisions made on behalf of the Federal Government and subject to budget
availability and policy priorities, without legal entitlement to funding.

11
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& CORPORATE BANKING

ODDO BHF - MAKE EVERY DAY AN OPPORTUNITY

ODDO BHF is an independent European financial Group active in the areas of Private
Wealth Management, Asset Management, Investment Banking and Corporate Banking,
Asset Servicing & Metals. With its special entrepreneurial spirit, the Group currently
manages around 156 billion euros in client assets and has equity of more than 1.1 billion
euros. In 2024, ODDO BHF generated net banking income of 846.4 million euros. With
around 3,200 employees in France and Tunisia, Germany and Switzerland, the Group
pursues a consistent European strategy with a global perspective. ODDO BHF has a
unique shareholder structure that ensures its independence and enables it to develop
sustainable products and services. With the aim of creating a world in which every day
offers new opportunities.

The business division International & Corporate Banking combines corporate banking,
trade and export finance, strategic international clients, correspondent banking
business, foreign exchange as well as selected capital market activities. The division
covers a wide range of emerging markets in Africa, the Middle East, Central and
Southeast Asia, Eastern Europe and South Caucasus.

Well-connected in Kazakhstan and highly experienced in ECA-covered buyer credits, we
provide hands-on advisory support, guiding our clients from the initial structuring phase
through to successful implementation. Our experts are always available to discuss your
needs - feel free to contact us.
Evgeniy Epifanov Uschi Kirchner
Senior Regional Manager Senior Product Specialist

evgeniy.epifanov@oddo-bhf.com uschi.kirchner@oddo-bhf.com
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Customs Procedure of a Free Warehouse

The customs procedure of a free warehouse is widely regarded as one of the most
efficient instruments for cost optimization in the mining industry. It allows for the
placement and use of goods (including the processing of foreign goods) without payment
of customs duties and taxes.

The key feature of this procedure is that goods located within a free warehouse—
including equipment, reagents and other materials—may be utilized, subject to
compliance with established conditions.

In particular, equipment commissioned and used as fixed assets by the warehouse
operator may qualify for exemption from customs duties and taxes, provided that the
relevant requirements are met.

As noted above, exemptions from customs duties and taxes apply to the import of
equipment, raw materials and components into a free warehouse. Furthermore, where a
Special Investment Project (SIP) regime is in place, raw materials and components
incorporated into finished products are also exempt from customs duties and VAT upon

export from the free warehouse.

13

The Role of Professional Customs Advisory

Investments in mining projects are associated with significant regulatory risks, which may
result in license suspension or substantial financial penalties. Professional support in the
field of customs regulation is therefore essential at all stages of project implementation
and should be comprehensive in scope.

Such support includes, inter alia:

1. Revision of investment contracts, including verification of the correct
classification of goods under the Commodity Nomenclature of Foreign Economic Activity
(CN FEA), as specified in annexes to investment agreements, for the proper application of
investment incentives.

2. Mitigation of VAT risks: with the VAT rate increased to 16%, any errors in applying
the offset mechanism or customs procedures (e.g., free warehouse regime) may result in
additional tax assessments, penalties and interest.

3. Compliance with customs procedures: placement of goods under a customs
procedure and their subsequent use in accordance with that procedure constitute high-
risk operations requiring strict compliance.

4, Use of development institutions (e.g., KAZAKH INVEST) and national digital
platforms (Unified Subsoil Use Platform) may simplify administrative processes, but
require properly prepared and substantiated documentation.

5. Multi-jurisdictional compliance: given Kazakhstan’s multi-vector foreign policy,
legal (including customs) advisory must include sanctions risk analysis, export control
compliance and regulation of cross-border movement of specific categories of goods.

Import VAT: Continuity of the Offset Mechanismin 2025-2026

The import VAT regime based on the offset method, which allows importers to avoid the
outflow of working capital (“live cash”), will remain in force.

From 1 January 2026, the standard VAT rate in Kazakhstan has increased from 12% to
16%. In this context, the offset mechanism becomes an even more critical instrument for
maintaining the financial sustainability of projects.

Key conditions (2026):

. List of goods: technological equipment, spare parts, freight transport, locomotives
and railway wagons;

. Usage requirement: the importer is obligated to use the goods in its own
operations for at least 5 years from the date of release for free circulation. Disposal of
such goods prior to the expiry of this period entails the obligation to pay VAT.

14
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Migration questions and foreign labor FOREIGN LABOR QUOTAS

incentives Kazakhstan operates an annual quota system for attracting foreign labor, allocated by
region and employee category (executives, specialists, skilled workers, seasonal workers)
WORK PERMITS AND VISAS

For 2026:

* The quotais set at 0.25% of the total national workforce

For companies, this means that foreign hiring must be planned well in advance and permit
availability directly affect project timelines and launch schedules.

SHORT-TERM BUSINESS TRAVEL

For activities such as:

. Negotiations

. Conferences

. Exhibitions

. Technical consultations

Short-term business visas (B1, B2, B3) are typically used.

Important: These visas do not constitute a work permit. They are suitable only for
temporary business activities, not employment!

According to current rules, total stay is generally limited to 90-120 days per year,

depending on visa category and entry regime.

Employing a foreign specialist in Kazakhstan generally requires both a work permit and an
appropriate visa, with the process being strictly tied to the employer and the specific
position.

As of 2026, there is increased emphasis on:

* Pre-assessment of the local labor market, and

» Digitalized application procedures

This has made the process more transparent, but also more formalized and regulated.
For long-term employment:
* C3work visas are typically used

For business activities not involving employment:
» Category B business visas apply
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Migration questions and foreign labor
incentives

COMPLIANCE RISKS

Non-compliance carries tangible risks.

For employers, administrative fines apply for hiring foreign workers without proper
authorization. Repeated violations may lead to stricter regulatory consequences.
Indicative penalties:

*  60-150 MCI per employee for initial violations

+  80-200 MClI for repeated violations

Additional operational risks include: Project delays, regulatory inspections, delays in
onboarding additional foreign personnel.

Main Compliance Risks

Triggers: Ongoing activity | Triggers: lllegal Triggers: Lack of

in Kazakhstan, local employment, visa transparent procurement,
management / decision overstays, permit weak contractor control,
making, Activities beyond violations unclear gift/benefit
auxiliary scope policies

Consequences: Taxation Consequences: Fines for Consequences: Criminal

on local profits, employers, liability, reputational

mandatory tax deportation/entry bans, damage, risk to

registration project delays licenses/contracts
17

1. Permanent Establishment (PE) Risk
For foreign companies, a key risk in Kazakhstan is the creation of a Permanent
Establishment (PE).

A PE may be deemed to exist if activities become regular and ongoing, go beyond
preparatory functions, operations are effectively managed from within Kazakhstan.

This is particularly relevant for mining projects, where foreign personnel may spend
extended periods on-site.

They may be involved in management, procurement, or technical supervision.

If a PE is established, the company becomes subject to Kazakhstani taxation on locally
attributable profits and must therefore register with the local tax authorities.
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Migration questions and foreign labor
incentives

2. Migration Compliance Risks
Migration compliance represents one of the most practical and immediate risk areas.

Violations may include:

* Employment of foreign nationals without proper permits
* Visa overstays

» Breaches of stay or registration requirements

Consequences:
* Employers face administrative fines
» Foreign employees may face penalties, deportation, and entry bans

Recent enforcement trends indicate that thousands of employers get fined annually for
illegal employment of foreign workers and Tens of thousands of foreign nationals are
getting held liable for migration violations

For businesses, the impact goes beyond fines. Project timeline get disrupted and key
specialists get delayed.

3. Anti-Corruption Requirements and Compliance
Kazakhstan’s anti-corruption policy for 2022-2026 focuses on systemic prevention, not
just enforcement.

For investors, this requires transparent procurement procedures, proper controls over
contractors and intermediaries and clear policies on gifts, hospitality, and facilitation
payments

Mining and other licensed industries are particularly sensitive:

* Informal payments or opaque intermediary arrangements may lead to criminal liability
« Significant reputational risks may arise alongside legal exposure

19

IMPORTANCE OF PROPER LEGAL STRUCTURING AND TRANSACTION SUPPORT
Market entry into Kazakhstan’s subsoil use sector in 2026 requires a shift away from ad
hoc “manual management” practices towards systematic legal planning. The increasing
complexity of legislation makes a well-designed legal structure a cornerstone of project
success and financial security.

For international investors, the Astana International Financial Centre (AIFC) represents a
priority jurisdiction. As of 2026, approximately 300 companies from 23 countries in the
mining sector are registered within the AIFC.

KEY ADVANTAGES OF THE AIFC FOR SUBSOIL USERS:

* English law framework: the legal system is based on the principles of common law of
England and Wales, ensuring familiarity and confidence for international investors, as
well as transparency in corporate governance;

e Junior Mining Platform: a specialized platform for raising capital for early-stage
exploration projects;

* Tax incentives: exemptions from corporate income tax on financial services and a 0%
VAT rate for certain transactions until 2066;

+ Dispute resolution: the AIFC Court and the International Arbitration Centre (IAC),
staffed by leading English-speaking judges and arbitrators of international standing.

20
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Conclusion and strategic recommendations

In 2026, Kazakhstan’s mining sector has completed its transition to a more transparent
and structured regulatory model. The concept of “investment in exchange for processing”
effectively establishes a new form of social contract between business and the State.

At the same time, the regulatory and fiscal framework governing the sector is becoming
increasingly sophisticated. Successful market entry and project implementation therefore
depend not only on the commercial viability of the project, but also on strict compliance
with applicable legal and tax requirements. Proper structuring, accurate classification of
operations and goods, and effective use of available incentives are critical to mitigating
risks and ensuring the sustainability of investments.

In this context, a well-planned legal, tax, financing and customs clearance strategy
should be regarded as a core element of any mining project in Kazakhstan, enabling
investors to unlock the full potential of the sector while maintaining regulatory
compliance and financial efficiency.

1. Allocate budget for legal (including customs) advisory: this is a strategic investment
that enables access to incentives (e.g., exemption from import customs duties on
equipment under approved lists, application of the VAT offset mechanism) and
mitigates regulatory risks.

2. Consider the Astana International Financial Centre (AIFC) as a core jurisdiction:
structuring through the AIFC ensures legal protection of assets and facilitates
access to international capital markets (including the Junior Mining Platform).

3.  Ensure flexibility and compliance readiness: taking into account Kazakhstan’s multi-
vector policy, legal (including customs) support should incorporate sanctions risk
analysis, export control compliance and regulation of import/export of specific
goods categories.
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