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STATEMENT OF THE CHAIRMAN
OF THE BOARD OF DIRECTORS
Dear Clients and Partners,
I am glad to greet you and to present to you the Annual Report of
House Construction Savings Bank of Kazakhstan JSC (hereinafter
referred to as the Bank or HCSBK) for year 2016.
One of the main directions of the social policy of the Republic of
Kazakhstan is to provide the citizens with affordable and goodquality housing. Our Bank has become a key financial operator for
implementation of the State programs, aimed at improving the
living conditions of the citizens. Since the beginning of its activities,
the Bank has already helped to solve the housing problems for more
than 128 thousand of Kazakhstani families.
In 2016, the Bank achieved all Key Performance Indicators. In
particular, KPI on attracting participants to the House Construction
Savings system for the economically active population, which
amounted to 9.6 %, with a volume of loans, having reached
almost KZT 148 bln. Last year, two-thirds (67 %) of Kazakhstan
mortgages were issued by the “House Construction Savings Bank
of Kazakhstan” JSC.

In 2016, the Bank continued active work aimed at increasing
citizens’ confidence in the House Construction Savings system.
Among other things, due to the devaluation of the national currency
in August 2015, the Bank with the support of the Government paid
compensation of KZT 29.3 bln to all deposits placed with the Bank
at the time of devaluation (among which KZT 18.9 bln were budget
funds and KZT 10.4 bln were the Bank’s own funds). As a result of
the work carried out, the Bank has become a leader for the longterm deposits market with a market share of 29.4 %.

For now HCSBK is a member of two international organizations – European Federation of Construction
Societies and International Union for Housing Finance, which specializes in housing construction,
housing savings and mortgage lending.
Within the framework of implementing the comprehensive
privatization plan approved by the government until 2018, the Bank
is conducting the groundwork for attracting strategic investors. It
is expected that attraction of investments will assist in increasing
the effectiveness of Bank’s activities and the implementation of
advanced banking technologies. This in turn, will assist in further
increase of public service quality. At the same time, the Bank
plans to maintain its business profile based on the principles of a
House Construction Savings system, as well as to retain functions
as an operator of state and specialized programs. Under the State
program of housing construction “Nurly Zher” issuing of a public
budget loan to the Bank is planned for further provision of affordable
loans to clients. According to the Law “On House Construction
Savings in the Republic of Kazakhstan”, the clients’ deposits with
HCSBK receive the State premium annually (20 % of the total deposit
amount, with the maximum amount of the replenished deposit up
to 200 MCI), regardless of form of ownership.
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In 2017, HCSBK will continue to develop the House Construction
Savings system in Kazakhstan, fulfilling the important social task of
improving the living conditions for the population of the Republic of
Kazakhstan.
Sincerely yours,
Yerbolat Dossayev
Chairman of the Board of Directors,
House Construction Savings Bank of Kazakhstan JSC

House Construction Savings Bank of Kazakhstan JSC

HOUSE CONSTRUCTION SAVINGS BANK

148
KZT BLN

VOLUME OF LOANS

67%

OF MORTGAGES

WERE ISSUED BY THE HOUSE
CONSTRUCTION SAVINGS BANK
OF KAZAKHSTAN JSC IN 2016
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HOUSE CONSTRUCTION SAVINGS BANK

815

THOUSAND

ONGOING HOUSING BUILDING
SAVINGS CONTRACTS

14

YEARS

OF SUCCESSFUL
OPERATIONS IN KAZAKHSTAN
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STATEMENT OF THE CHAIRMAN
OF THE BOARD
Dear Ladies and Gentlemen, Clients and
Partners!
Today, “House Construction Savings Bank of Kazakhstan” JSC is
the only bank in the country implementing the House Construction
Savings system, successfully operating throughout the territory of
the Republic of Kazakhstan for the benefit of our clients over the
past 14 years. Over these years the Bank has undertaken a number
of important steps in the development of House Construction
Savings system in the country, and today there are 815 thousand
ongoing Housing building savings contracts with savings amounting
to KZT 407,098 mln.
According to international rating agencies, the Bank is one of
the most reliable, sustainable and stable financial institutions of
Kazakhstan. The Bank’s credit ratings “Baa3” by Moody, “BBB-” by
Fitch are the highest among all of the second-tier banks.

Our main task is to ensure wide coverage of the economically active population of the country and
ensure their participation in the system of House Construction Savings System, while maintaining the
principles of reliability, confidence, transparency and quality through our relationship with clients and
partners.
In the past year, a variety of activities were implemented. They were
aimed at improving the quality of customer service, significant
development to IT infrastructure, increasing the efficiency of business
processes, and development of international cooperation. A new
automated banking system was adopted resulting in increased labor
productivity and improved quality of business activity.
In 2016, we continued our active participation in the implementation
of “Development of the Regions 2020” program. At the beginning
of the year the Bank has adopted its own new anti-crisis program –
“My House”, which provides the Bank’s depositors with affordable
housing until 2022 with a possibility to choose a developer and a
housing project by the depositors themselves using an open vote
system.

For 14 years, we have done a great job, thank you all for your trust
and for being with us. We wish all of you great success, prosperity,
health and well-being.
Best Regards,
Aibatyr Zhumagulov
Chairman of the Management Board,
House Construction Savings Bank of Kazakhstan JSC

In the near future, the Bank views itself as a stable financial
institution, which operates to ensure equal access to the system of
House Construction Savings System, and provides quality banking
services for improvement of living conditions in all regions of the
country to the wide population stratum.

7

Annual Report 2016

I. CORPORATE EVENTS SCHEDULE
Main events of the reporting year
 Taking part in the implementation of “Development of the
Regions 2020” program.
 Attracting 292 thousand new participants to housing savings
system.
 Amending internal Bank documentation on the issues of
customer loan, applying commissions, regulation of stress
analysis procedures of loan portfolio, procedure of loan
agreement development and approval and etc.
 Holding 2 external audits by the Bank’s authorized bodies
(Municipal Public Institution “State Labor and Migration

Inspectorate Administration of Almaty City”, the Accounts
Committee for Control Over Execution of the State Budget).
 Ensuring the transparency and availability of the information
on the Bank’s activities according to the Law of the Republic
of Kazakhstan No. 401-V “On Access To Information” as of
16.11.2015.

Annual Key Events on Monthly Basis
01

02

03

04

05

06
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January:

 Implementation of the new Colvir ILS (Integrated Library System);
 The Bank’s Board of Directors approved the procedure for compensation payments to depositors as a result
of transitioning to a floating exchange rate mode;
 Opening of the Bank’s consultation center in Pavlodar.

February:

 Appointment of D.K. Yenkebayev for position of Deputy Chairman of the Management Board, Member of the
Board of the Bank.
 Launching the Bank’s new website;
 Introduction of a social network site for the Bank’s consultants (agency network) – http://consultant.hcsbk.
kz/;
 Opening of 4 consultation centers of the Bank in the regions.

March:

 Implementation of the transition to an online payment acceptance mode through Kaspi.kz.;
 Signing of the loan agreement under “Nurly Zhol” Program between National Managing Holding “Baiterek”
JSC and the Bank for the purpose of issuing the credits to the Bank’s depositors;
 Opening of 3 consultation centers of the Bank in the regions.

April:

 Launching of promotional campaign - ”Change Maturity Date without Paying a Fee”;
 Opening 4 consultation centers of the Bank in the regions;
 The National Managing Holding “Baiterek” JSC decided to allocate the funds (KZT 24 bln) for paying the
compensations in relation to transition to a floating exchange rate.

May:

 Launching of promotional campaign “Any Deposit Is Twice Cheaper”, which provides the clients with a 50 %
discount on the fees for signing of housing savings agreement for a contracted amount of over KZT 4 mln;
 The Bank participated in the meeting of Kazakh-German Business Council in Berlin;
 Opening of 5 consultation centers of the Bank in the regions.

June:

 Launching the promotional campaign “Profitable Compensation”, providing 100 % discount on fees for
signing a housing savings agreement for the clients who applied for the housing loans from 19.08.2015;
 Receiving a new license for conducting banking and other operations and activities in the securities market;
 The meeting in form of a press dinner was held in Astana between the Chairman of the Management Board,
and the bloggers, regarding the current issues of Bank’s media activity;
 Opening of 10 consultation centers of the Bank in the regions;
 Launching a new Internet Banking System at the Bank’s website with a simultaneously functioning service
“Personal Cabinet”;

House Construction Savings Bank of Kazakhstan JSC

 Completion of work in finalizing the additional agreements for compensation payments to the
depositors of the Bank due to the transition to a floating exchange rate. During the working period,
328,418 additional agreements were signed that amounted to KZT 51 bln.
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July:

 Creation of Council for Young Professionals with purpose of strengthening the corporate spirit, creating
the favorable working conditions and personal development;
 Introducing of SMS-forwarding system to the Bank’s clients, reminding them about the upcoming
installment payment under the loan;
 Opening of 9 consultation centers of the Bank in the regions.

August:

 Implementation of payment services via the payment terminals QIWI Kazakhstan with the commission
fee of 1.3 % of the payment amount;
 Opening of 25 consultation centers of the Bank in the regions.





September:

Launching the mobile internet banking application for iOS and Android;
Opening of 17 consultation centers of the Bank in the regions;
Appointment of A.A. Barunin as a member of the Board of Directors and Independent Director;
The annual meeting dedicated to the results of the Bank’s activities was held between the Moody’s
Investors Service analysts and the Bank’s management.

October:

 Opening of 9 consultation centers of the Bank in the regions;
 Within the frameworks of international cooperation development, the Bank’s delegation visited the
savings company Bausparkasse Schwäbisch Hall AG (Germany);
 The Bank and CenterCredit Bank JSC signed the agreement for servicing the alternative channels of
receiving payments. The Bank clients can pay via the cash desks, ATMs, online banking and terminals of
CenterCredit Bank JSC;
 The Bank held an annual meeting with Fitch Ratings analysts to discuss the results of the Bank’s
activities, including the issues on the Bank’s current credit rating. Confirmation of the Bank’s long-term
issuer default rating (IDR) in local currency at the level of “BBB-”. Rating outlook is “Stable”. Short-term
issuer default rating in local currency is “F3”;
 Fitch Ratings confirmed the long-term issuer default ratings of the Bank in the local currency at the level
of “BBB-”. Rating outlook is “Stable”;
 Implementation of the first remote signing of housing savings agreement on a social network site for
the consultants (Freelance Consultant System) by an independent consultant.

November:

 Opening of 19 consultation centers of the Bank in the regions;
 Introduction of a simplified procedure for the signing of a House Construction Savings System
agreement;
 Introduction of a simplified procedure for the signing of House Construction Savings System
agreements by the consultants at the consultant’s social network system.

December:

 Opening of 29 consultation centers of the Bank in the regions;
 A mission to the construction savings society PrváStavebnáSporiteľňa (the Slovak Republic) within the
framework of international cooperation development;
 Launching a system of “Pre-qualification”, which enables the Bank to receive the loan applications from
the clients with a preliminary approval via the internet-banking portal.
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II. MAIN INDICATORS
Key outcomes of the activities

Main types of activities
 receipt of the deposits or the house construction
savings, opening and control over the depositors’
accounts;
 provisions of housing, preliminary and intermediate
housing loans for carrying out the activities to improve
housing conditions.

HOUSE CONSTRUCTION SAVINGS BANK

Main product of the Bank
House construction savings (HCS).

LOAN VOLUME FOR THE CONSTRUCTION AND
PURCHASE OF HOUSING

DEPOSIT AND LOAN PORTFOLIOS

1 place for the
long-term deposits

1,175

63.2

67.0

883
658
373

130 110
2012

33.2

479
16.2
193 149
2013

248 204
2014

297 276
2015

407 327
2016

221 36
2012

Deposit base, bln KZT
Loan portfolio, bln KZT
The number of HCS contracts (cumulative), thousands

21.9

279 61
2013

295 98
2014

240 152
2015

Lending for the housing construction and purchase,
bln KZT
Loans issued by the Bank, bln KZT
Bank’s share, %

Ratings
Moody’s:

Fitch Ratings:

 Long-term local currency deposit rating: “Baa3“.
 Short-term local currency deposit rating:
“Prime–3“.
 Baseline credit assessment: “ba2“.
 Outlook: “Negative1“.

 Long-term local currency IDR: “BBB-“.
 Short-term local currency IDR: “F3“.
 Outlook: “Stable“.

1
The negative outlook is due to the overall outlook of the country. The ranking of Kazakhstan in 2016 was
downgraded from “Stable” to “Negative”.
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221 148
2016
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INCOME, EXPENSES AND NET PROFIT,
IN BLN KZT

PROFITABILITY RATIOS, %
23
19.96

15

14.1

12

11.3
6.6

6
2
12

10

19

2012

13

28

2013

16

37

2014

Revenues

22
2015

Expenses

49

26
2016

Net income

2.6

1.9

0.9
2012

2013

ROA

3.0

3.4

4.1

2014

2015

2016

ROE

ASSETS, LIABILITIES AND EQUITY,
IN BLN KZT
622

423
354
284

367

315

258

503

474

193

2012

Assets

108

97

91
2013

2014

Equity

119

107
2015

2016

Liabilities

Market positions
BANK’S SHARE AT THE LONG-TERM DEPOSIT
MARKET

PARTICIPANTS IN HOUSING SYSTEM AS SHARE OF
ECONOMICALLY ACTIVE POPULATION

49.7%

9.6%

39.9%

7.1%
29.4%

14.5%

2012

19.4%

2013

5.3%
3.3%

2014

2015

2016

2012

4.0%

2013

2014

2015

2016
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III. ABOUT THE BANK
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House Construction Savings Bank of Kazakhstan JSC
is the only bank, implementing the principles of House
Construction Savings system in the Republic of Kazakhstan.
Housing construction savings system is based on the
accumulation of the own equity with the subsequent right
for a loan to improve the housing conditions.
The Bank carries out its activities based on the German
model of the House Construction Savings system.
German system Bausparkasse is a closed system of

funding the activities on improvement of the housing
conditions, based on attracting the depositors’ money to
the House Construction Savings System purposes, then
charging the additional state bonuses and provision of the
housing loans.
We provide our depositors with preliminary and
intermediate housing loans for the purchase and
construction of housing.

Today, the Bank provides services for 9.6 % of the economically active population, and
the number of depositors is over 800 thousand people countrywide.
The Bank is a participant in the compulsory collective
guarantee of the individual deposit system. The

Kazakhstan’s fund of deposit guarantee secured the
deposits amounted to the sum up to KZT 10 mln.

HOUSE CONSTRUCTION SAVINGS SYSTEM
Participants of the Housing
Construction Savings System
DEPOSITOR
monthly contributions

from 3.5%
up to 5%

BANK
accrual of remuneration

Annual effective
rate of return from
4% per annum

STATE
annual premium

50% 50%
SAVING

20%
+2%

granting of a
housing loan

Annual state
premium*

DEPOSITOR
provision of
a housing loan

from the Bank

From 3 to 15 years
*Maximum rate of the state premium is 20% of 200 MCI (at MCI equal to KZT 2,269
rate of premium is KZT 90,760)
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Housing loan
BANK

Interest rate on deposits

+

LENDING

From 6 to 25 years

House Construction Savings Bank of Kazakhstan JSC

Loan objectives






Housing purchase
Housing construction, land purchase for individual housing construction
Housing repair and upgrade
Making a down payment to receive a bank loan in an another bank for housing condition improvement
Repayment of obligations to the Bank/STB/financial institution that originated in connection with the activities to
improve the housing conditions

Types of loans

HOUSING LOAN

01

Housing loans are granted when accumulation of the total amount required for the improvement of
living conditions comprises 50 %, taking into account the State Bonus and the Bank fees, and while
performing meeting the following conditions:
—— achieving the minimum estimated value;
—— expiration of the established period for accumulation;
—— proof of solvency;
—— collateral sufficiency.

INTERMEDIATE HOUSING LOAN

02

Clients who have 50 % of the amount, required for improving their living conditions, or accumulated
the specified sum ahead of time, may apply for an intermediate housing loan.
Deposited/accumulated savings act as a collateral for the loan for the period of using the intermediate
housing loan. The bank accrues 2 % per year (annual effective rate is between 4.6 % to 12.6 %), and the
State bonus of 20 % of the amount of the incentive deposit (the amount of incentive deposit should
not exceed 200 MCI).
Intermediate housing loan is granted within the period of the loan term, as provided by the contract
on housing savings under the tariff scheme. At the end of the accumulation period, the accumulated
savings and housing loans are paid, which are directed to repayment of the intermediate housing loan.

03

PRELIMINARY HOUSING LOAN
Within the framework of State Programs and “My House” Program, the Bank continues to grant the
preliminary housing loans.
During the preliminary housing loan period, the borrower repays only the loan interest rate and
simultaneously makes the contributions to its deposit upon reaching 50 % of the contracted amount.
At the end of the accumulation period, the accumulated savings and housing loans are paid, which are
directed to repayment of the preliminary housing loan.
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Chronology of the Bank Development

2004

2003

 Assignment of the financial
agency status
 Obtaining a ISO 9001:2000
certificate
 Introduction of new rate
programs and services
 Assignment of Moody’s
rating at “Baa2“

 Obtaining a license to conduct
banking and other operations
and dealer activities
 Admission to membership of
KASE
 11 branches, 2 Corporate and
Retail Banking Services
 Introduction of new rate
programs

 Establishment of a
bank with 100% state
participation
 Sole shareholder is the
Ministry of Finance of the
Republic of Kazakhstan
 Cooperation agreement
with Kazpost JSC

2005

2006

2007

 Issuance of the first
principal housing loan
 Attainment of break-even
point
 Introduction of a new
lending program
 15 branches

 Approval of the Bank’s
long-term corporate
strategy for 2005–2010
 Opening of 3 branches,
4 offices, 1 Corporate and
Retail Banking Services

 Approval of the Bank’s
long-term corporate
strategy for 2010–2015
 Change of the Sole
shareholder: from August
20, 2009 – Sovereign
Wealth Fund Samruk
Kazyna JSC.
 The Bank started
introduction of the
balanced scorecard system

2008

2009

 Issuance of the first loan
within the framework
of the State program of
housing construction
in the Republic of
Kazakhstan for
2008–2010
 17 branches

Geography of operations
MAP OF OPERATIONS

REGIONAL NETWORK
Petropavlovsk
Pavlodar

Kostanay

Kokshetau

ASTANA

Oral

Semey
Ust-Kamenogorsk

Atyrau

Aktobe

Karaganda

Chromtau
Zhezkazgan

Aktau

Ayagoz

Taldykorgan

Kyzylorda

ALMATY
Taraz
Shymkent

AGENT NETWORK

1 181
CONSULTANTS

16

156

CONSULTATION
CENTERS

15
SERVICE
CENTERS

12
SERVICE
OUTLETS
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BRANCHES

AGENTS,
LEGAL ENTITIES

House Construction Savings Bank of Kazakhstan JSC

 Change of the Sole
shareholder: from April 13,
2011 – Ministry of Finance of
the Republic of Kazakhstan,
and from November 21,
2011 – Agency of the
Republic of Kazakhstan for
construction and housing and
utility services

2010

2011

 Increase in the number
of participants of the
Housing Construction
Savings System to 200
thousands people
 Growth of the Bank’s
assets up to KZT 100 bln.
 Participation in the
implementation of
government programs

 Change of the Sole
shareholder: from April
13, 2013 – Ministry of
Regional Development,
and since August
27, 2013 – National
Managing Holding
Baiterek JSC

2012

2013

 Moody’s rating was
confirmed at “Ва1“ level
 Confirmation of ISO
9001:2008 certificate
 Participation in the
implementation of
government programs

2014

 On July 28, 2015,
a Memorandum on
cooperation with the
construction savings bank
Bausparkasse Schwäbisch
Hall (Germany) was
signed.

2015

 Moody’s rating increased to
the level of “Baa3“/“Prime-3“,
outlook – stable
 Assignment of a long-term
issuer default rating in national
currency at “BBB+“, Outlook –
stable by Fitch Ratings
 Approval of the Bank’s longterm corporate strategy for
2014–2023
 Reaching the contract value of
more than KZT 1.4 tln

2016

 Two-thirds of mortgage
loans issued in the
Republic of Kazakhstan
in 2016 were provided by
HCSBK (67% of issuance
for the year).

Sole shareholder
Since August 2013, of the National Managing Holding
Baiterek JSC has been the sole shareholder of the Bank
with 100 % state-owned shareholding possession rights.
Baiterek holding was established on May 22, 2013
in accordance with the Decree of the President of
the Republic of Kazakhstan, aimed at optimizing the
management system of the development institutes and
the national economy development. One of the key
tasks of the National Managing Holding Baiterek JSC
(hereinafter referred to as the Sole shareholder or the

Holding) is ensuring the effective and complementary
function of the Holding Group of Companies.
The Holding is actively involved in solving the strategic and
social objectives of the State through the development
institutions by implementing the State program of
Industrial-Innovative Development of the Republic of
Kazakhstan for 2015–2019, as well as other programs –
“Road Map 2020” and ”Development of Regions Until
2020”.
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IV. STRATEGY OF HOUSE
CONSTRUCTION SAVINGS
BANK OF KAZAKHSTAN JSC
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Mission and vision
Mission
Provision of an equal access to the housing and construction savings
system for the population in all the regions of the Republic of Kazakhstan,
and ensuring the quality banking services in order to improve the housing
conditions.

Vision
House Construction Savings Bank of Kazakhstan JSC is a stable financial
institution, implementing the principles of housing and construction savings
system and providing the good quality services to a wide the economically
active population of the Republic of Kazakhstan, as well as assisting with
resolution of socially oriented tasks of the government.

20

House Construction Savings Bank of Kazakhstan JSC

Strategic development goal
According to the Bank’s Long-Term Strategy for 2014–2023, the main strategic development goal until the end of 2023
is to increase the Bank’s competitiveness. This will be achieved by an increase of 17 % in participating performance share
of the House Construction Savings system for the economically active population, the increase and maintenance of the
profitability ratio for the own equity capital at a level not less than 6 %.
To achieve this strategic goal, the following strategic directions of development were defined:
1. Development of housing and construction savings system – extension of availability of having access to the
effective instruments of improving housing conditions to a wide population stratum.
2. Improvement in effectiveness of Bank’s participation in implementation of State social programs – promotion
of efficiency and effectiveness of the social government programs by taking advantage of HCS.

Goals and task for 2016
The Bank’s activity in accounting period was executed in accordance with the long-term strategy for 2014–2023, the
Bank’s Development Plan for 2014–2018 and the Bank’s Charter and internal documentation.
In accordance with the above-mentioned documents, for 2016 the key indicators were established, an achievement of
which is introduced in the table below.
Indicator
Ratio of the HCS system clients to the economically active population
of the Republic of Kazakhstan, %
ROE, %
Housing construction savings loans, q-ty
Loan amounts, in mln of KZT

Plan for 2016

Actual for 2016

Performance,%

7.0

9.6

137

7.09

19.96

282

182,609

292,116

160

79,373

147,927

186

Actual share to the economically active population for 2016 was 9.55 %, based on the
correlation result of 859.5 thousand acting participants2 to 8,999 thousand persons of
the economically active population in the country. Given the planned value of 7.0 %, the
execution is amounted to 137 %.
SHARE OF HCS SYSTEM CLIENTS TO THE
ECONOMICALLY ACTIVE POPULATION
9.6%
7.1%

2.0%

2.5%

2010

2011

3.3%

2012

4.0%

2013

5.3%

2014

2015

2016

According to the results of the reporting period, the equity
profitability amounted to 19.96 % that is a result of receiving
the positive undistributed profit in the current period at the
level of KZT 22,596 mln, while the planned value amounted to
KZT 7,954 mln.
2
Participants are presented by number of valid contracts- 814,629 and by number of
existing housing loans- 44,911.
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V. PERFORMANCE REVIEW
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Economic environment
Macroeconomic indicators
Kazakhstan’s gross domestic product in 2016 comprised
KZT 46,971.2 bln and in real terms grew by 1.1 % over the
previous year. Low economy growth indicators are largely
associated with adverse price conditions for main export
products of the country. GDP per capita amounted to
KZT 2,639.7 thousand or USD 7.7 thousand.
GDP of tertiary industries accounted for 57.8 %, including
16.8 % in trade, 8.7 % in the real estate activities, and 8.3 %
in the transportation and storage. Production of goods
amounted to 36.6 % including the industry share sector of
GDP – 26.1 %.
External turnover of Kazakhstan in 2016 according to the
preliminary data amounted to USD 61.95 bln, showing
a decline against previous year by 19 %. In particular, the
exports decreased by 20 % to USD 36.8 bln.

previous year is equal to 11.4 %. At the same time, the real
money incomes showed a small decline by 2.8 %.
According to the results of 2016, inflation amounted to
8.5 % versus 13.6 % the year before.
In 2016, the exchange rate between the USD and
KZT was KZT 342.16 to USD 1 according to the National
Bank of the RoK. In 2015, the average exchange rate was
KZT 221.73 to USD 1. In August 2015, the National Bank
of the Republic of Kazakhstan canceled the exchange
rate band and switched to the floating exchange rate.
Fluctuations in foreign currencies remain an important
factor influencing the economy.
According to the Ministry of National Economy, the GDP
forecast to grow by 3.4 % in 2017 and 3.1 % in 2018.

Nominal money incomes of the population per capita in
2016 amounted to KZT 75,025. The growth against the

DYNAMICS OF GROSS DOMESTIC PRODUCT OF THE RoK

46,971.2
107.4
28,243.1

31,015.2

35,999.0
106

39,675.8

40,884.1

104.2

104.8

2011

2012

GDP, bln KZT

24
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Main indicators of banking sector
As of the end of 2016, there are 33 second-tier banks operating in Kazakhstan. Total assets of banks in the past year
increased by 7.5 %, which amounted to KZT 25,556.8 bln. Kazakhstan’s banking sector is characterized by a high level
of concentration – 5 largest banks account for 58.2 % of banking assets and 60.6 % of the total loan portfolio. Volume of
banking assets to GDP in 2016 was 57.6 %.
Loan portfolios hold the greatest share of assets – 56.9 %. The volume of loan portfolios of banks in 2016 decreased
by 0.3 % to KZT 15,510.8 bln. The volume of loans for construction and purchase of housing decreased by 0.2 %, which
amounted to KZT 1,107 bln as of January 1, 2017 – 7.1 % share of all loan portfolio structures of commercial banks.
DYNAMICS OF ASSETS AND LOAN PORTFOLIO (PRIMARY LOAN)
OF THE BANKING SECTOR OF THE RoK, BLN OF KZT

23,784.4

13,880

12,817.9
10,472.8

11,657.9

2011

2012

33

18,239

15,461.7
13,348.2

14,184.4

2013

2014

Assets

25,556.8

15,553.7

15,510.8

SECOND-TIER
BANKS

2015

57%

VOLUME OF BANKING
ASSETS TO GDP IN 2016

2016

Loan portfolio (primary loan)

STRUCTURE OF LOAN PORTFOLIO OF THE BANKING SECTOR OF THE RoK
01.01.2016

01.01.2017

Amount,
in bln KZT

In % of total

Amount,
in bln KZT

In % of total

Growth

15,553.7

100

15,510.8

100

–0.3 %

62.2

0.4

32.1

0.2

–48.3 %

Loans to legal entities

7,307.2

47.0

6,553.5

42.3

–10.3 %

Loans to individuals, including

3,872.9

24.9

3,766.6

24.3

–2.7 %

For construction and purchase of housing, incl.

Loan portfolio (primary loan)
Loans to banks and organizations engaged in certain
types of banking operations

1,109.3

7.1

1,107.0

7.1

–0.2 %

– mortgage housing loans

1,039.1

6.7

1,020.2

6.6

–1.8 %

– consumer loans

2,622.7

16.9

2,547.5

16.4

–2.9 %

140.9

0.9

112.2

0.7

–20.4 %

4,242.2

27.3

5,002.0

32.2

17.9 %

69.1

0.4

156.5

1.0

126.5 %

– other loans
Loans to small and medium-sized businesses (residents
of the Republic of Kazakhstan)
Reverse repurchase operations

Total bank liabilities in 2016 increased by 6.7 % and amounted to KZT 22,716.2 bln. In the structure of liabilities, customer
deposits account for 76 %, and issued securities 7.8 %. According to the National Bank of Kazakhstan, the share
of customer deposits in GDP was 38.9 %.The deposit volume of private entities as of January 1, 2017 amounted to
KZT 7,907.8 bln or 45.8 % of all deposits, which is an increase of 14.8 % by private entities as of the end of 2016. Deposits
of private entities by the end of 2016 increased by 14.8 %.
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DYNAMICS OF LIABILITIES OF THE BANKING SECTOR OF
THE REPUBLIC OF KAZAKHSTAN
76%
71.9%

73.6%
71.5%

73.3%

67.7%

Liabilities of STBs, bln KZT
Deposits of the clients, bln KZT
Proportion of deposits of the clients in
liabilities (right scale)

2011

2012

2013

2014

2015

2016

Banking sector net profit at the end of 2016 was 397.6 bln KZT. ROA indicator was 1.61% (1.15% in 2015), ROE
– 14.94% (9.36%).

Key outcomes of the activities
Main directions of the Bank’s activities:
1) receiving the deposits from the participants in the system of House Construction Savings System;
2) issuing loans for improving the living conditions;
3) investment activities to manage the Bank’s temporary surplus funds.

Receiving the deposits
Currently Bank currently offers the following tariff programs to the population, which differs from the period of
accumulation of savings, loan terms and interest rates:
Name
HCS accumulation period

Bastau

Orken

Kemel

Bolashak

3–3.5 years

5.5 years

8.5 years

15 years

Interest rate onHCS deposits
Interest rate for the housing loans
Term of the housing loan

2.0% per annum
5% per annum

4.5% per annum

4% per annum

3.5% per annum

up to 6 years

up to 10 years

up to 15 years

up to 25 years

All the Bank’s existing tariff programs require the accumulation of 50 % of the contract amount. Furthermore, the Bank
renders services under contracts that are signed according to previously acting tariff programs, the conclusion of new
contracts shall be done according to current tariff programs and not according to those that are no more in effect.
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The Bank follows the policy of complete and timely execution of undertaken obligations before their clients.
A diagram below shows the data on signed HCS contracts dynamics from the beginning of the Bank’s activities. It clearly
shows that the growth rate of the HCS contracts is characterized by a rapid consecutive increase by the participation
of the population in the development of Kazakhstan’s housing construction saving system. The increase of a number of
contracts signed for the period from 2012 to 2016 is 33 % on average.

DYNAMICS OF HSC CONTRACT
1,175.2
883.1

0.4

5.1

14.6

36.7

68.2

110.6

157.2

2003
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2007

2008

2009

214.9

283.9

2010

2011

372.9

2012

479.4

2013

658.4

2014

2015

2016

Number of concluded HCS contracts, cumulative, thousands

292.1
178.9

0.4

4.7

9.5

22.1

2003

2004

2005

2006

42.4

46.7

69.1

88.9

31.4

57.6

106.6

2007

2008

2009

2010

2011

2012

2013

2014

224.7

2015

2016

Number of new HSC contracts for the period, thousands

As of 01.01.2017, the number of signed HCS contracts is 1,175,241 and the contract value ual price reaches
KZT 2,997.5 bln. Yet, the number of valid HCS contracts is 814,629, which is 35 % higher than the indicator based on
outcomes of 2015 (601,423 contracts in 2015).
As of 01.01.2017, the deposit base is KZT 407.0 bln that is an increase by 37 %, comparing to the indicators of 2015. The
loan portfolio of the Bank increased by 18 % and amounted to KZT 326.6 bln.
The positive dynamics of the main indicators growth reflects the attractiveness
of housing savings model for the residents of Kazakhstan. Another reason
for growth is the Bank’s successful work on developing the Housing Savings
System and improving its accessibility, in particular – through the expansion of
a broad sales network.

Loan issue
The Bank provides its depositors with housing, preliminary and intermediate
housing loans for carrying out activities for improvement of housing conditions.
According to the Law of the Republic of Kazakhstan “On Housing Construction
Savings in the Republic of Kazakhstan”, it is defined that the housing loan
interest cannot be higher than 3 % per year for the deposits, related to the
housing construction savings.

407,0
BLN KZT

DEPOSIT BASE

326,6
BLN KZT

LOAN PORTFOLIO
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As of 01.01.2017,
the Bank’s recognition
by the population is
89.7%.

CURRENT INTEREST RATES FOR PRELIMINARY AND INTERMEDIATE HOUSING LOANS:
Type of loan

Interest rate

Preliminary housing loans

10 % per annum (AERR* – from 11,4 % per annum), without savings, for the
participants of State program
7,5 % per annum (AERR – from 7,9 % per annum), without savings, for the
participants of Program for development of the regions until 2020 with use of
the Budget Funds
5 % per annum (AERR – from 5.2 %) within the frameworks of “Nurly Zhol”
Program implementation.

Intermediate housing loans

from 7,5 % per annum (AERR – from 8,9 % per annum)
6.5 % per annum (AERR – from 7,2 % per annum) – for the participants of
Program for development of the regions until 2020 with the use of budget funds.
5 % per annum (AERR – from 5.3 %) – according to Zhenil within the frameworks
of Nurly Zhol Program implementation.

*Annual effective interest rate

DYNAMICS OF LOAN ISSUE VOLUMES
151.6

147.9

2015

2016

97.8
61.1
0.2

2.1

8.6

2005

2006

2007

23.7

20.1

2008

2009

28.7

29.8

35.9

2010

2011

2012

2013

2014

Amount of loan provision for the period, bln KZT

While conducting the comparative analyses of the Bank’s loan volume for the period from 2005 to 2016, a sharp growth
of crediting volume is observed up to and inclusive of 2008. This growth is determined by the onset of periods for
housing loan issue, beginning of preliminary housing loan issue and implementation of state programs for housing
construction. In addition, there was also a strong growth of credit portfolio from 2012, due to an active loan provision
for the population, as well as under the Program for Development of the Regions until 2020.
In 2016, the number of loans issued amounted to 24,691 for a total of KZT 147.9 bln. A slight decline in the volume of
loans, which is associated with slight reduction in the accumulative capacity of citizens, due to a decrease in real incomes.
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LOANS ISSUED AS OF
01.01.2017

LOANS ISSUED UNDER THE SP
DURING 2005–2007 AND 2008–
2010, AS OF 01.01.2017

28%

LOANS ISSUED UNDER THE
PROGRAM FOR DEVELOPMENT
OF THE REGIONS UNTIL 2020

16%

72%

39%

84%
From budgetary funds

61%
From own funds

ASSESSMENT OF THE RESULTS OF THE BANK’S MAIN ACTIVITY FOR 3 – YEAR PERIOD

Indicator
Housing construction
savings contracts
Lending volume

Unit of
measurement

Actual for
2014

Actual for
2015

Plan for
2016

Actual for
2016

Performance,
%

unit.

178,986

224,703

182,609

292,116

160

mln KZT

97,826

151,650

79,373

147,927

186

Analysis of the Bank’s main indicators for the specified period shows
sustainable growth, both for signed HCS contracts and for the

loan volume, which is a reflection of demand, competitiveness and
flexibility of the Bank’s products in Kazakhstan’s financial market.

Working with socially orientated product
1.

Extension to the list of persons who can apply for the annual
interest rate of 7 % for the intermediate loans under the Zhenil
program, issued under the tariff programs Bastau and Orken
to the children who have been left without parental care, being
now or in the past under the guardianship or foster care, and
the orphans who are under guardianship at the age under 25.
2. The following interest rates for the preliminary housing loans
and intermediate housing loans Zhenil were approved in the
framework of Nurly Zhol Program implementation:
—— preliminary housing loans under Nurly Zhol Program
implementation – 5 %;

—— intermediate housing loans Zhenil in the frameworks of Nurly
Zhol Program implementation 5 %;
3. Fee cancellation for signing of HCS agreements participants of
Nurly Zhol Program, being on the waiting list of LEA;
4. Maximum contracted amount was set for the people being on
the waiting list of LEA in amount of 15 mln KZT;
5. Fee cancellation for signing of a HCS contract for the people
being on the waiting list of LEA under the current tariff
programs: Bastau, Orken, Kemel, Bolashak.

Work on determination of the Bank’s fees
The Bank has the right to gather fees and other charges during
signing of the House Construction Savings System agreement and
rendering other services to be provided by the Bank.
The Bank reserves the right to set the policy regarding its minimum
tariffs for the services. This policy is directed to involve more new
clients into the system of House Construction Savings System, and
it is widely used in practice for market product promotion and
increasing the potential client base.

1. Cancellation of fees for signing of an additional agreement to
an existing bank loan agreement, collateral, guarantee contract
in the event of death of a co-borrower.
2. Cancellation of fees for payment of loans in cash under the
housing loans, issued upon the guarantee of an individual for
housing repair and reconstruction.
3. Approval of a proposal on extension of moratorium on penalty
application for early loan repayment for the period between
January 1, 2017 to June 30, 2017.
4. Approval of the fees of Kazkommertsbank JSC in amount of
150 KZT at the expense of the Bank.
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5. Approval for the use of mini POS-terminals for
servicing the payment card holders through the
acquiring system of Kazkommertsbank JSC.
6. Approval of payment channel replacement from
the cash operating unit to the payment terminal of
Eurasian Bank JSC with the attribution of expenses
for payment of the fee in the amount of 150 KZT to
the Bank’s expenses.
7. Decrease of fee for using the payment terminals
of the Halyk Savings Bank of Kazakhstan JSC from
1 % for 150 KZT per 1 payment, irrespective of the
payment amount, with the attribution of expenses to
the Bank’s expenses.

8. It is allowed to make a partial deposit withdrawal, if
this amount was not provided by the state bonus
program. At the same time, a partial withdrawal of
the deposit is allowed if a minimum balance in the
amount is not less than 300,000 KZT.
9. Prohibition to divide the HCS deposit with a view of
terminating one of the new HCS agreements.
10. Cancellation of fees for signing of a new pledge
agreement and for the provision of originals of
entitlement, identification and other documents for
real property for their re-registration/notarization in
the case of death of a pledger.

Improvement of service conditions and procedures
1.

2.

3.
4.
5.
6.

Decision was made to increase the amount of a
housing loan issued under the guarantee of an
individual for housing repair and reconstruction from
KZT 750,000 to KZT 1,500,000.
Cancellation of requirement to reach estimated
figure of “0.5” at time of filing a loan application, and
changing of requirement to reach estimated figure
from “2.5” to “1.25” for intermediate loans at the time
of loan issuance.
Cancellation of preliminary housing loans for the
employees of the Bank.
Approval of proposal for issuing a preliminary housing
loan to the participants of “My Home” program within
the limits provided.
Approval of a plan for implementing tranche lending;
Approval of proposal to issue the intermediate
housing loans to the participants of “Nurly Zhol” and
“My Home” programs from 01.01.2017 without the
condition of reaching the estimated indicator of “1.25”
at the time of loan issue.

7. Approval of collateral replacement in the following
cases:
—— only if this condition exists in the decision of the
Branch Credit Committee for issuing the loan
(lending to the housing equity holders and etc.).
—— on decision of the Bank’s Credit Committee in
exceptional cases (threat of loss of collateral, etc.).
Along with improvement of existing conditions, the
Bank is working on development and introduction of
new products for the population. Currently, the basic
conditions for the new tariff programs “Narodny”, “Koldau”
and “Corporate” have been approved.
Within the framework of the program “My Home”, the
direction of cooperation with legal entities have been
developed, in particular, work with the developers and
corporate clients. The program will regulate the conditions
and work procedures with mentioned legal entities.

Investment activities
Today, in order to maintain the Bank’s positions in the
banking services market, it is necessary to ensure its
comprehensive development. The Bank’s investment
activities in 2016 were related to the project on
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introduction a new banking information system,
improvement of the Bank’s IT infrastructure and
development of the infrastructure of its branches.
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The Bank’s participation in the implementation of State
programs in the Republic of Kazakhstan
Implementation of SP 2008–2010
In accordance with SP 2008–2010, the Bank is defined as the operator for its implementation. For the entire State
Program implementation period, including SP 2005–2007, 29,063 loans were issued for a total of KZT 85.9 bln from the
budget funds and authorized capital of the Bank as of 01.01.2017, of which 132 loans for total amount of KZT 0.6 bln
in 2016.
In addition, the Bank provided 8,198 loans to the participants of State Programs for a total amount of KZT 13.6 bln, of
which 2,578 loans in 2016 for total amount of KZT 3.9 bln. Decrease in the loan volumes is due to completion of the
State program implementation.

Program for Development of the Regions Until 2020
As a part of activities under implementation of the Program for Development
of Regions Until 2020 (hereinafter referred to as the Program) in two areas of
the Program (Housing for All Categories of the Population, Housing for Young
Families) in 2016, the Bank’s depositors received 4,031 loans, 452 thousand
square meters of housing; 7,295 apartments were commissioned.

In the area of “Housing for all categories of the population”:
——
——

4 agreements signed between the Bank and LEA on cooperation and
construction of 3 residential buildings, with total area of 26.2 thousand
square meters or 420 apartments in 3 regions;
55 residential buildings with a total area of 306 thousand square meters or
4,846 apartments are commissioned.

In the area of “Housing for young families”:
——
——

7 agreements were signed between the Bank and LEA on cooperation and
construction of 7 residential buildings, with a total area of 23.6 thousand
square meters or 400 apartments in 4 regions;
40 residential buildings were commissioned with total area of 147 thousand
square meters or 2,449 apartments.

55

HOUSES

40

HOUSES

HOUSING FOR ALL CATEGORIES OF POPULATION

HOUSING FOR YOUNG FAMILIES

Implementation of Nurly Zhol State Program of
Infrastructural Development for 2015–2019
According to Nurly Zhol Program, the Bank acts as an operator for the credit housing selling, which is built by the
construction operators – the Local Executive Authorities (LEAs) and Baiterek Development JSC.
Within the framework of credit housing through Baiterek Development JSC, as well as by the results of the depositors’
voting, the Bank has considered implementation of 14 projects.
As of 01.01.2017, within the framework of the implementation of credit housing in two directions, the amount of
KZT 2.9 bln was transferred to Baiterek Development JSC and LEA. Selling the objects will be continued in 2017.

Payment of compensation
In connection with the transition to the floating exchange rate regime of Tenge, the Government of the Republic of
Kazakhstan decided to pay the compensation for deposits in House Construction Savings System in the amount of
35.5 %, of which 21.5 % is at the expense of the State budget, 14 % at the expense of the Bank’s own funds.
In accordance with the Rules of compensation on deposits to House Construction Savings System by the House
Construction Savings Bank of Kazakhstan JSC, payment of compensation is ensured in three stages:
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 two stages in 2016 – until August 1, 2016 and until
December 31, 2016;
 one stage – in 2017, until July 1, 2017.
To pay compensation in accordance with the Law of
the Republic of Kazakhstan as of November 30, 2015
No.426-V “On the Republican Budget for 2016–2018”
(with amendments as of October 7, 2016), the funds are
allocated from the Republican State budget in amount of

KZT 18,9 bln. By the decision of the Sole Shareholder as
of April 28, 2016 (Minutes No.20/16), the undistributed
profit of the Bank’s previous years in the amount of up to
KZT 24 bln should be used for paying the compensation
on deposits.
In 2016, 316,760 deposits were credited to the amount
of KZT 29.3 bln, of which KZT 18.9 bln was from the state
budget and KZT 10.4 bln from the Bank’s own funds.

The Bank’s participation in social projects
In the reporting period, the Bank continued to implement
social projects.
1. Cancellation of the commission for foster homes
children under the age of 21, who are orphans or left
without parental care, for orphans under guardianship
/ foster care under the age of 18 years. The number of
open-ended HCS contracts concluded signed with
the foster homes children for 2016 was 4 145, the
total amount of savings on accounts – KZT 118.8 mln.

2. Favorable credit conditions have been adopted, which
can be used by the foster homes children at the age of
21 to 25 years inclusive. In 2016, the number of loans
issued to foster homes children was 4, amounting to
KZT 21.2 mln.
3. Since 2007, the Bank’s branches have provided
assistance to the veterans – participants and invalids
of the World War II, with provision of essential goods
and the transfer of funds to the public funds of
participants and invalids of the World War II.

IT development
In accordance with the IT strategy in the reporting period,
the Bank worked to develop remote and alternative
channels of customer service, as well as business
processes automation.

Development of remote and alternative service
channels:

—— putting into operation of a new Internet banking
HCSB24 and mobile Internet banking HCSB24;
—— launching the services “Pre-qualification” and
“Opening a deposit” in the Internet banking, which
enable the clients to independently calculate the loan,
as well as to open a second and subsequent HCS
contracts. Implementation of integration with state
databases in applications, which eliminates the need
to provide additional information and papers from
clients;
—— implementation of SMS-forwarding system for the
Internet banking operations;
—— commissioning of the new Bank’s external website.
Carrying out the integration with banking systems,
improvement of functionality in the section
“Affordable Housing”, etc.;
—— commissioning of information system and a
mobile application “Consultants’ Social Network”
for independent opening of the deposits by the
consultants, client relation management (CRM),
creating the communication links between
consultants;
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—— following alternative channels were transferred to
the online mode of payments: Kaspi KZ, payment
terminals of Kazkommertsbank JSC, Pay Point, QIWI,
Eurasian Bank JSC. Signing the contract for payment
receipt with CenterCredit Bank JSC;
—— reduced commission fees for receiving payments in
the following channels: Kazpost JSC: from 1.3 % to
1 % with the maximum amount of KZT 500, QIWI:
from 3 % to 1.3 %, Eurasian Bank JSC: from 1 % – up
to KZT 150 per single payment.

Bank’s activities Automation:

—— introduction of a new automated Banking
Information System Colvir;
—— commissioning of a new bank corporate portal for
the employees. Development of modern design,
integration with ILS Colvir and the Dockumentolog,
document turnover system, creation of sections of
video and photo galleries, etc.;
—— completed integration with the Payment Gateway
of the electronic government in order to transfer the
payment details to the budget.
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Development of business processes
In order to improve customer service quality, the Bank operates a system for monitoring and controlling the service
quality on a real time basis.
In 2016, the process of monitoring the timing of decision taking on the loan application and the issuance of loans was
automated.
Implementation of output forms, enabling to download the statistical data under the time indicators, loan applications
from the business process management system in offline mode.
In 2016, Colvir ILS Server, Data Warehousing and Genesys Server were taken for monitoring.
Implementation of the output forms in the Power BI application and taking them into commercial operation according
to the following data:
 alternative payment channels – inflows in the section of payment channels, in branches section;
 loan applications – the timing of decision-making in section of services, the number of loans taken and issued in
the section of programs (market, SP), time period for loans issuing. The applications under which the decisions
were already made and the loans were issued with delays, were submitted for the follow-up revision to the relevant
services;
 the queue for waiting servicing and servicing – number of serviced/not serviced people, time spent for waiting in the
queue, the service time. Customers waiting above standard values;
 contracts signed – the number and average amount of time of the contracts signed in branches;
 planned indicators – the output forms were worked out by the number of contracts signed, inflows, loan portfolio,
deposit base.
For further use in work, an access was provided to the data for the heads of the branches / chiefs/ concerned
departments.

Financial results of activity
Main balance sheet items, in mln KZT

2014

2015

2016

Assets

422,992

474,064

621,550

31

Loans and advances to clients

200,324

276,154

326,576

18

Investment securities available for sale

144,433

123,331

103,219

–16

30,708

35,430

80,597

127

Cash and cash equivalents
Investment securities held to maturity

Change, %

–

–

68,666

47,527

39,149

42,491

9

Liabilities

314,810

366,481

502,668

37

Clients’ funds

251,013

301,033

413,276

37

60,101

61,464

68,266

11

3,696

3,984

21,125

430

108,182

107,582

118,882

11

Other assets

Borrowings
Other liabilities
Equity

33

Annual Report 2016

621,6
BLN KZT

THE BANK’S ASSETS
IN 2016

The Bank’s assets in 2016 increased by 31 % and reached
KZT 621.6 bln. To a large extent, the growth of assets
is provided by an increase in the amount of loans to
customers, which account for 53 % of the balance
sheet. The volume of loans to customers increased by
KZT 50.4 bln in 2016 or by 18 %. The loans portfolio is
well diversified – the share of the ten largest borrowers
of the bank in the portfolio is 0.23 %. 99 % of loans have
collateral in the form of residential properties. The volume
of overdue and depreciated loans in 2016 amounted to
KZT 1.4 bln.
The Bank issues loans only to individual entities.
Intermediate housing loans at the end of 2016 amounted
to KZT 120.4 bln or 37 % of the portfolio. By the end of
the year, their volume increased by more than 50 %. The
volume of housing loans increased by 35 % to almost
KZT 102 bln – the share in the portfolio was 31 %.
Preliminary housing loans comprised for about 20 % of
loans granted in 2016. Another 13 % are preliminary and
intermediate housing loans under state programs – their
volume slightly decreased by the end of the year and
amounted to KZT 41.6 bln.
The volume of investment in the structure of assets
increased – this was primarily due to the expansion of
investments into the notes of the National Bank of the
Republic of Kazakhstan as a reliable tool for preserving
temporarily available funds. The Bank’s investments in
securities accounted for 28 % of assets according to the
results of the year 2016. The share of cash and cash
equivalents was 13 %. Just like any financial institution,
the Bank pays special attention to the development of its
investment activities aimed at the effective investment of
available funds in order to secure the Bank’s assets.
The Bank’s liabilities in 2016 increased by 37 % up to
KZT 502.7 bln. 82 % in the structure of liabilities account
for clients’ funds. The number of clients’ accounts had
significantly increased by 37 % in the past year. In 2015,
the increase was equal to 20 %. This increase suggests
that more people are interested in the model of housing
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savings offered by the Bank. However, the majority of
deposits are considered as long-term investments, while
the depositors have the right to withdraw their funds from
the account until the deposit maturity. In 2016, the share
of largest clients in the structure of deposits amounted to
0.001 %.
According to the contractual terms of the Housing
Construction Savings, the depositors are eligible for a
residential loan in an amount equal to the difference
between the contractual amount and their accumulated
deposits, calculated remuneration and state award
according to the state decision, in full compliance with the
terms of the contract signed.
According to results of 2016, borrowings of the Bank
amounted to KZT 68.3 bln or 14 % of liabilities. Creditors
of the Bank are represented by the Ministry of Finance
of the Republic of Kazakhstan, Sovereign Wealth Fund
Samruk-Kazyna and the Sole Shareholder.
The Bank’s own capital in 2016 increased by 11 % and
reached KZT 118.9 bln. The share capital in the balance
sheet structure equals to 19 %. Capital growth results
from recognition of additional paid capital in the amount
of KZT 13.5 bln from the Sole Shareholder.
The National Bank of Kazakhstan requires the Bank to
maintain the capital adequacy ratio k1 at the level not
lower than 5 %, k 1–2 – 6 % and k2 – 7.5 %. In 2016, all
these factors of the Bank amounted to 50.58 %, indicating
a high financial stability.
The Bank’s activities are also characterized by low rates of
debt load. In 2016, the debt-to-equity ratios amounted
to 4.23 and the debt-to – EBITDA was 14.92. Finally, the
financial leverage factor equals to 4.18.
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Key indicators of the income and loss statement,
in mln KZT
Interest income

2014

2015

2016

Variation, %

25,120

33,845

45,226

34

Interest expenses

–5,565

–6,480

–8,519

31

Net interest income

19,555

27,365

36,707

34

597

–196

194

–199

20,152

27,169

36,901

36

674

795

744

–6

–647

–840

–1,593

90

–6,715

–8,520

–10,064

18

Recovery/(creation) of provision for impairment of a loan
portfolio
Net interest income after (creation)/recovery of
provision for loan portfolio impairment
Fee and commission income
Fee and commission expenses
Administrative and other operating expenses
Other operating expenses
Income before taxation

–918

–1,426

–1,002

–30

12,546

17,178

24,986

45

–993

–1,946

–2,390

23

11,553

15,232

22,596

48

Income tax expenses
Annual income

Interest income of the Bank in 2016 rose by 34 % and amounted to KZT 45.2 bln. 48 % of this amount is accounted for
the interests under the loans, issued last year and they reached KZT 21.7 bln. 33 % of the interest income amounts to
remuneration under the investment securities, since they caused the principal revenue growth in 2016.
In 2016, the amount of interest expenses grew by 31 % and amounted to KZT 8.5 bln. 72 % of these expenses (KZT
6.1 bln) is a remuneration under the client accounts. The balance amount mainly includes the interest expenses under
the borrowed funds.
As a result, the net interest income of the Bank was formed at the level of KZT 36.7 bln and rose by 34 %. The Bank’s
annual income amounted to KZT 22.6 bln and grew by 48 %. In 2015, the growth was also significant, reaching 32 %. In
2016, the ROE indicator totaled to 19.96 %, compared to 14.12 % in 2015. The ROA rate increased from 3.4 % in 2015 up
to 4.12 % in 2016. Operating margin (profit/loss) reached 96% (77 % in 2015).
COMPARISON OF PLANNED AND ACTUAL VALUES OF MAIN INDICATORS
Indicator

Unit of
measurement

Actual for
2014

Actual for
2015

Plan for
2016

Actual for
2016

Performance, %

Assets

mln KZT

422,992

474,064

538,774

621,550

115

Shareholders’ equity

mln KZT

108,182

107,582

116,949

118,882

102

Liabilities

mln KZT

314,810

366,481

421,825

502,668

119

ROE

%

11.28

14.12

7.09

19.96

282

ROA

%

2.97

3.40

1.57

4.12

262

Deposit base

mln KZT

247,560

296,956

346,661

407,098

117

Loan portfolio

mln KZT

203,793

276,154

285,021

326,576

115
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Bank Ratings
The Bank ensures permanent activities to maintain and improve their rankings in order to improve the
Bank’s financial and investment image.
In April 2016, the International Rating Agency Moody’s Investors Service confirmed the HCSBK longterm deposit rating in national currency at the level of “Baa3“ and the underlying credit rating at the level
of “ba2“, while changing the rating outlook from “Stable” to “Negative”. The “Negative” outlook on the
rankings is due to the fact that the rating agency considers the Bank as a quasi-government institution
and links it to the country’s rating.

In May 2016, the Fitch Ratings (further the Fitch) changed the issuer’s longterm default ratings (hereinafter referred to as the IDR) in national
currency from “BBB+” to “BBB-”. Rating outlook is “Stable”. A short-term IDR in
local currency is at “F3” level, the outlook is “Stable”.
The Bank has the highest credit ratings among the second-tier banks of the
Republic of Kazakhstan.
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Key objectives for 2017–2018
In accordance with the Bank’s Development Plan for 2014–2018, approved by the decision of the Board of Directors as
of 26.12.2016 (Minutes No.20) achievement of the following key indicators was set for 2017–2018.
Indicators

Unit.

Actual for 2016

Planned for 2017

Planned for 2018

thou. units

292.1

220.0

220.0

%

9.6

9.6

10.6

bln

147.9

150.3

151.6

The Bank’s share in the loan market for construction and
acquisition of housing, issued by the STBs and mortgage
companies

%

27

26.2

26.5

Increase of the Bank’s credibility

%

84.6

82

83

Increased level of recognition of the Bank and its housing
savings system

%

89.7

76

77

Maintaining the client satisfaction

%

96.6

95

95

Signing of House Construction Savings System contracts
Share of participants of housing
savings system in the economically active population of
Kazakhstan
Issuing the housing loans

Besides, in 2017 the Bank will focus on the following key tasks:

DEVELOPMENT AND
INTRODUCTION
OF NEW BANKING
PROJECTS AND
PRODUCTS, AS WELL
AS IMPROVING THE
EXISTING ONES

DEVELOPMENT OF
REMOTE SERVICE
CHANNELS (INTERNET
BANKING, MOBILE
APPLICATION,
EXTERNAL SITE ETC.)

DEVELOPMENT AND
IMPLEMENTATION OF
OWN REAL ESTATE
PORTAL
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VI. SYSTEM OF SALES AND
MARKETING
38
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Signing of housing savings contracts, provision of loans to the clients of the Bank are carried out through a system of
sales, including the branches, selling centers and points, consultants and agents (organizations providing the agency
services to the Bank in the frameworks of the agency agreements).
The main stakeholders of the product sale system, number of House Construction Savings System contracts for 2016,
compared to similar indicators as of 2015 are provided in the diagram below.

2016
BRANCHES OF THE
BANK

PRODUCT MARKETING
SYSTEM

45.6%

100%

(127,466 contracts)

(24,691 loans)*

56.4%

CONSULTANTS

(164,650 contracts)

AGENTS – LEGAL
ENTITIES
(Kazpost JSC)

0,0%
(0 contracts)

2015
BRANCHES OF THE
BANK

PRODUCT MARKETING
SYSTEM

CONSULTANTS

AGENTS – LEGAL
ENTITIES
(Kazpost JSC)
*

54.0%

100%

(121,276 contracts)

(26,496 loans)*

46.0%
(103,385 contracts)

0.0%
(42 contracts)

loans are issued only by the branches of the Bank.

The increasing pace of the main activities of all the branches of the Bank during 2016, as well as continued loan provision
under the Regional Development Program Until 2020 allowed the Bank to exceed the loan issue targets.
As of 01.01.2017, the number of consultants amounted to 1,181 persons. The increase in the number of consultants
from 754 persons in 2015 to 1,181 persons in 2016 was due to the ambition of the Bank to ensure the availability of
its products and services throughout the territory of the Republic of Kazakhstan. The Bank worked out the issue on
opening the advisory centers all over Kazakhstan. In particular, the Bank has regulated the requirements for opening and
equipping such advisory centers. In the beginning of 2017, 155 advisory centers were opened in Kazakhstan, where the
clients can get an advice on the products and to open a deposit with the consultant’s assistance.
In order to improve the efficiency of the consultants, a specialized software was launched – “Consultants’ Social
Network”, designed to provide the freelance consultants with a web interface for completing the electronic application
under the House Construction Savings System contract, as well as to draft an additional agreement to increase the
contract amount under the House Construction Savings System contracts. In 2016, the Bank’s consultants independently
opened 21,814 deposits.
The share of network consultants amounted to 56.4 % in the contracts signed as of 2016, given the planned value of
50 % in the total number of signed contracts (164,650). In 2017, the agency network plan was set at 63 %.
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Contact Center
Overall, during 2016, it processed 482,127 thousand calls from the clients, which is more for 75,427 thousand calls
than in 2015. Sector of application processing has reviewed 7,853 applications. About 171,797 of the outgoing calls
are made (in response to the request via the web-site, due to quality control, promotions, transfers to the accounts,
troubled borrowers, PTP/arrests/collection orders).
The Bank implemented independent and automatic SMS forwarding. 17 17,432,569 of SMS were sent.
Automatic SMS forwarding is made in the following areas: Internet-banking; property insurance, deposit/current account
replenishment; in case of 1 day delay; PTP/arrests/collection orders; switching to a housing loan; opening of deposit;
approval/rejection of the credit applications.
Independent submission of SMS notification is made in the following areas: a reminder about the next payment under
the loan; a reminder about the next installment of the deposit (recommended amount); promotions of the Bank (100
thousandth client. Savings day); voting for Nurly Zhol objects; Regional Development Program–2020 (Semey, Aktobe);
regarding the crediting of state premium.

Alternative ways of payment reception
According to the results of 2016, around KZT 121 bln were received through the alternative channels of payments,
representing 52.4 % of cash receipts, amounted to KZT 231 bln. In 2015, this figure amounted to KZT 74.1 bln, or 43.4 %
of the all cash receipts, amounted to KZT 179 bln. Therefore, by the end of 2016, an absolute monetary growth was
63 %.
DYNAMICS OF PAYMENT VOLUME GROWTH

121

2016

2015

74

Amount of payments received by alternative
ways, bln KZT

In 2017 it is planned to
increase the share of noncash payments made through
the mobile version of Internet
banking, to develop the
cooperation in the terminal
network of Partners.

Advertising and PR activities of the Bank
In 2016, the following work was carried out in advertising and PR-activities sphere.
1. Development and launch of “Key to Dream” advertising campaign, which actively promotes the activities of the Bank:
—— launching the commercials on the national TV channels: the First Channel Eurasia, Voice Musical Project, Personal
Capital – broadcasted on the financial issues at 31 Channel, Astana Channel and Seventh Channel. The last two
channels shown the information beyond the commercials. More than 10 speakers from the Bank made their
presentations at “Personal Capital” – a Financial Section of Informbureau by 31 Channel.
—— broadcasting of commercials on the national radio channels: Kazakh Radio, Autoradio, Love Radio and the Russian
Radio.
—— In October 2016, we held the open door week dedicated to the world day of savings. The depositors, who signed
the contracts with us, got the memorable souvenirs in form of a money box as a symbol of the savings. The online
competition with hashtag #HCSBKday was arranged and the participants got the memorable souvenirs.
2. Scripts and 2 videos were prepared in form of instructions for drafting the agreement for compensation and for online
services at the Bank. Detailed step-by-step description is provided for drafting the agreements on the e-Gov website
and on the external site. The videos contain the information about the Bank’s terminals and partners. The videos were
shown on the monitors in the waiting rooms and on social networks.
3. In February 2016, the new website of the Bank was developed and implemented, which provides a periodically
updated information, press releases, articles, reference videos.
4. Social networks – the official web-pages of the Bank contain links to Facebook and VKontakte, as well as the video
portal YouTube. In 2016, the relevant activities haves been greatly strengthened: the Content plan for the placement of
informative posts on the Bank’s official pages was adopted and successfully implemented.
The results of marketing research completed at the end of 2016 revealed that 84.6 % of total number of respondents
trusts the Bank. Recognition of the House Construction Savings system also has high performance level of 89.67 %.
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VII. CORPORATE
GOVERNANCE
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Description of the Corporate Governance principles
The Bank’s corporate governance system is a unity of processes that control and monitor the Bank’s activities, including the
relationship between the Sole Shareholder, the Board of Directors, the Management Board, other bodies of the Bank and the
stakeholders in the interests of the Sole Shareholder.
The Bank considers the corporate governance as a tool for increasing the operational effectiveness, enhancing the reputation,
lowering the cost of raising capital, as its contribution to the rule of law in the Republic of Kazakhstan and the factor that
defines place of the Bank in a modern economy and the society as a whole.

Corporate governance (further CG) of on the principles of fairness, integrity, responsibility,
transparency, professionalism and competence. Effective corporate governance means the
respect for the rights and interests of all the Bank’s stakeholders, helping the Bank to be
successful, including increasing its value, fostering its financial stability and profitability.
Relations between the CG participants in the Bank are regulated by the Bank’s internal documents, developed on the basis of
international practice in the CG area. The Bank’s corporate governance structure complies with the laws and it determines the
division of responsibilities between the bodies of the Bank.
Principles of the Bank’s Corporate Governance in accordance with the Code of Corporate Governance of the Bank are as
follows:
1) principle of protecting the rights and interests of the Sole Shareholders;
2) principle of effective management of the Bank by the Board of Directors and by the Board;
3) principle of the Bank’s independent activities;
4) principles of transparency and objectivity of disclosure of information concerning the Bank’s activities
5) principles of lawfulness and ethics;
6) principles of effective dividend policy;
7) principles of effective human resources policy;
8) principle of environment protection;
9) principle of equitable regulation of corporate conflicts and conflict of interests;
10) principle of accountability.
From 2015, the Bank’s Internal Audit Department runs the Corporate Governance diagnostics of the Bank to ensure the
compliance with the best international practices. According to the diagnostics result, the Action Plan is developed to improve
the Corporate Governance system.
In accordance with the best corporate governance practices, the activities of the Board of Directors and the Management
Board were assessed for 2016 (hereinafter referred to as the Assessment) with the involvement of independent consultants.
According to the Assessment results, activities of the Board of Directors comply with the Bank’s Development Strategy, and
the level of training of the members of the Board of Directors; all the members of the Board of Directors are able to solve the
strategic tasks at high level.
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Corporate governance structure

SOLE
SHAREHOLDER

BD COMMITTEES

BOARD OF DIRECTORS

CHIEF COMPLIANCE
CONTROLLER

CORPORATE
SECRETARY

MANAGEMENT BOARD

INTERNAL AUDIT
DEPARTMENT

COMMITTEES/
COMMISSIONS/
WORKING GROUPS

CENTRAL OFFICE

REGIONAL DIVISIONS

The Bank’s transparency and information disclosure
efficiency
The Bank strives to ensure the principles of reliability, trust
and quality in the relations with clients and partners, as
well as to establish business transparency and corporate
governance. The Bank’s information resources meet
the requirements of openness and accessibility. In
November 2015, the Law of the Republic of Kazakhstan
No.401-V “On access to information” was signed. The Law
regulates social relations, arising from the implementation
of everyone’s constitutional right to receive and distribute
the information by any of allowed and lawful means.
Pursuant to the requirements of the Law, the Bank places
its annual financial statements on its web-site, as well as
the long-term strategy, a list of the Bank affiliates, a list of
issues on which the decisions were taken by the Board
of Directors, and such an information shall be brought to
the attention of the Sole Shareholder and the investors
according to the rules of disclosing the information about

the decisions, taken by the Board of Directors (approved
by the decision of the Board of Directors as of 11.07.2016,
Minutes No.11).
In accordance with the Rules of information placement
on the internet resources of the Financial Reporting
Depository and the Kazakhstan Stock Exchange, they shall
publish the information on corporate events, financial
statements and audit reports, lists of affiliated persons of
the stock societies, as well as the information on the total
amount of the remuneration of members of the Executive
Body as of the year results.
When placing the information, the Bank shall comply with
the legislation on the security of the banking, commercial
and other secret information, protected by the law.

Board of Directors
Members of the Board of Directors shall be appointed by
the Sole Shareholder with subsequent approval of their
nominations by the National Bank of the Republic of
Kazakhstan in accordance with the effective legislation of
the Republic of Kazakhstan and the Charter of the Bank.
The Bank’s Board of Directors includes representatives
of the Sole Shareholder, Chairman of the Management
Board and independent directors.

Recruitment for the position of the Bank’s independent
directors shall be carried out on a competitive basis
according to the rules of recruitment, remuneration and
reimbursement of expenses of independent directors of
subsidiaries of the National Managing Holding “Baiterek”
JSC.
As of 01.01.2017, the Board of Directors consists of six
members, including three independent directors.
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BOARD OF DIRECTORS

1. Yerbolat Dossayev

2. Lyazzat Ibragimova

Chairman of the Board of Directors, House
Construction Savings Bank of Kazakhstan JSC,
Representative of the Sole Shareholder.

Member of the Board of Directors of House
Construction Savings Bank of Kazakhstan JSC,
Representative of the Sole Shareholder.

Present position:

Present position:

Education

Education

Chairman of the Management Board of the National Managing
Holding “Baiterek” JSC.
 Graduated from Almaty Institute of Energy and Moscow State
Technical University named after Bauman.

Work experience

 In 1997–98, he worked as the Deputy Chairman of the
Management Board of Bank TuranAlem CJSC, Chairman of
the Management Board of ATF Bank JSC; he was appointed as
the Adviser to the Prime Minister of the Republic of Kazakhstan.
 During 2000–2006, he worked as the Vice Minister of Finance
of the Republic of Kazakhstan, Minister of Healthcare of the
Republic of Kazakhstan, served as the Chairman of the Agency
of the Republic of Kazakhstan on Natural Monopoly Regulation,
protection of the competition and small business support,
the Manager of the European Bank for Reconstruction
and Development (EBRD) in Kazakhstan, a member of the
Management Board of the National Bank of the Republic of
Kazakhstan.
 In During 2006–2012, he hold the position of the Chairman of
the Board of Directors in KazInvestBank JSC. From September
25, 2012 – Minister of Economic Development and Trade
of the Republic of Kazakhstan. From January 16, 2013 –
Minister of Economy and Budget Planning of the Republic
of Kazakhstan. On August 6, 2014, he was appointed as the
Minister of National Economy of the Republic of Kazakhstan by
the Order (No. 880) of President of the Republic of Kazakhstan.
On April 30, 2015, he was re-appointed as the Minister of
National Economy of the Republic of Kazakhstan by the Order
(No.5) of President of the Republic of Kazakhstan.
 On May 16, 2016, he was appointed the Chairman of the
Management Board of the National Managing Holding
Baiterek JSC by decision of the Board of Directors. Received
the Kurmet Award and the Jubilee Medal in honor of “20 Years
of the Constitution of the Republic of Kazakhstan”.

Over 20 years of work experience
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Deputy Chairman of the Management Board of the National
Managing Holding “Baiterek” JSC.
 Akmola Agricultural Institute. Specialty: Business Studies in
Agricultural Infrastructural Complex.
 Eurasian Humanitarian Institute. Specialty: Law

Work experience

 1995–2001 – Lecturer at the Economics Department of
L. Gumilev Eurasian State University.
 In 2004, she worked as a National Expert on economic
development, UNDP project.
 In 2004–2009, she headed the departments of analysis and
strategy, training and consulting and corporate development of
“Damu “Entrepreneurship Development Fund” JSC.
 In 2009, she worked as the General Manager of the Department
of special programs of Directorate on management of financial
institutions and development institutions of SWF SamrukKazyna JSC.
 Independent Director and Member of Board of the noncommercial Holding company “Kasipqor” JSC.
 2009–2011 – Deputy Chairman, Acting Chairman of the
Management Board, “Damu “Entrepreneurship Development
Fund” JSC.
 From April 2011 to January 2016 – Chairman of the
Management Board of “Damu “Entrepreneurship Development
Fund” JSC.
 From February 2016 to January 2017 – Deputy Chairman of
the Management Board of the National Managing Holding
Baiterek JSC.
 From June 10, 2016 – Chairman of the Board of Directors,
Kazakhstan Mortgage Company.

Over 22 years of work experience.
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3. Aibatyr Zhumagulov

4. Miras Ibrashev

Member of the Board of Directors, House Construction
Savings Bank of Kazakhstan JSC.

Member of the Board of Directors, House Construction
Savings Bank of Kazakhstan JSC, Independent Director
Status:

Status:

Chairman of the Management Board, House Construction Savings
Bank of Kazakhstan JSC

Education

 Al-Farabi Kazakh National University, Master’s degree in
Economics, specialty: Economic Theory.
 Al-Farabi Kazakh National University, Department of Economics
and Sociology, speciality: Economics and Management.

Work experience

 1999–2002 – Research and statistics work at the National
Bank of the Republic of Kazakhstan;
 2002–2004 – Worked as the Director of Treasury Department,
Bank CenterCredit JSC;
 2004–2009 – First Deputy Chairman of the Management
Board, BCC Invest JSC (a subsidiary of the investment division
of Bank CenterCredit JSC);
 2009–2010 – Director of the Department of Basic Industries,
Ministry of Industry and New Technologies of the Republic of
Kazakhstan;
 2010–2013 – Member of the Board of Directors, Baur
Kazakhstan Group of Companies;
 Since 2013 – Managing Director of the National Managing
Holding “Baiterek” JSC;
 2013 – Chairman of the Management Board, House
Construction Savings Bank of Kazakhstan JSC

Deputy General Director of Astana Trans Group LLP.

Education

 Kazakh National Technical University, Engineer and Economist.
International Academy of Business, MBA – Master of Business
Administration, Association of Independent Directors, CCGCP
Certificate as the Independent Director and Member of the
Association of Independent Directors of Astana.

Work experience

 Managing Director of Grand AB Groups LLP; General Director,
Chairman of the Supervisory Board of Damir Trance LLP;
Deputy General Director of Taman LLP – the Car Repair Depot;
General Manager of the Union of Legal Entities “Association
of Railroad Car Companies”; Chief Specialist of Passenger
transportation JSC, Financial Officer of Ural Oil and Gas LLP.

Over 18 years of work experience.

Over 15 years of work experience.
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5. Bulat Babenov

6. Alexander Barunin

Member of the Board of Directors, House Construction
Savings Bank of Kazakhstan JSC, Independent Director.

Member of the Board of Directors, House Construction
Savings Bank of Kazakhstan JSC, Independent Director

Present position:

Status:

Education

Education

Tsesna Financial Holding JSC, Deputy Chairman of the
Management Board.
 Academy of Public Administration under the President of the
Republic of Kazakhstan.
 Speciality: Public Service Manager, Kostanai agricultural
Institute, Speciality: Economist and Organizer.

Work experience

 Chairman of the Management Board, member the Board of
Directors Management Company “Republic” JSC, Member
of the Board of Directors, Independent Director Kazakhstan
Mortgage Company JSC, Member of the Board of Directors
of Tsesna Capital JSC, Member of the Board of Directors,
Independent Director Imstalcon JSC, SkyBridgeInvest JSC,
Distressed Assets Fund JSC, National Pension Fund UlarUmit
JSC, PENSION ASSET MANAGEMENT COMPANY Zhetysu
JSC, BTA Bank JSC, BTA Securities – a subsidiary of BTA
Bank JSC, Vice President of Kazakhstan Stock Exchange JSC,
Leading Specialist of Antimonopoly Committee on Kostanai
region.

Over 21 years of work experience.
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MegaFon PJSC, Head of Planning, Managerial Reports and
Financial Control.
 Makarov State Maritime Academy, Speciality: Engineer.
 Duke University, Fuqua School of Business, MBA.

Work experience

 General Director of MegaFon International CJSC, Head
of Planning, Managerial Reports and Financial Control of
MegaFon PJSC, General Director of MegaFon Finance LLC,
Corporate Financial Director at Telecominvest JSC.

Over 17 years of work experience.
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Committees at the Board of Directors
The Bank has four committees reporting to the Board of Directors:
1) Audit Committee;
2) Strategic Planning Committee;
3) Nomination, Remuneration and Social Affairs Committee;
4) Committee of Risks and Internal Control.

Audit Committee

The Committee was created to assist an effective implementation of the supervisory functions of the Bank’s Board of
Directors. The Committee oversees the preparation of the Bank’s financial statements and ensures the reliability and
completeness of the financial statements of the Bank, controls the independence of internal and external audit.

Strategic Planning Committee

The Committee was created to ensure effective implementation of control functions of the Bank’s Board of Directors,
preparation of the recommendations on formulation of priorities and strategic objectives, as well as the development of
actions to enhance the effectiveness of the Bank’s activities.

Nomination, Remuneration and Social Affairs Committee

The Committee was created to ensure effective implementation of control functions of Bank’s Board of Directors,
preparation of recommendations on HR policies, election (appointment), remuneration of the Bank’s executives and
employees, which falls within the powers of the Bank’s Board of Directors, as well as to improve the management of the
Bank in the social area.

Risks and Internal Control Committee

The Committee was created to ensure effective implementation of control functions of the Bank’s Board of Directors,
to prepare the recommendations and to maintain the reliability and effectiveness of risk management, as well as to
coordinate and provide a technical support for internal control.

Results of the activities of the Board of Directors and the
Committees
In 2016, they organized and conducted 14 attendee meetings of the Bank’s Board of Directors and 6 decisions were
taken by absentee voting. About 229 issues passed on and the decisions were made as follows: 172 – vote in person,
and 57 – by absentee voting.
During the period under review, the Board of Directors reviewed and approved the IT Development Strategy of the
Bank for 2015–2018, the Bank’s Anti-Fraud Policy, LEC (Leader’s Efficiency Card) of the Chairman and members of
the Management Board of the Bank, compliance with corporate KPIs of the Bank for 2015, Induction policy for newly
elected members of the Board, Rules of disclosure of the decisions, taken by the Board of House Construction Savings
Bank of Kazakhstan JSC, Main Approaches for Implementation of “My Housing” Program, Order of Compensation
Repayment under the Deposits to the Housing Construction Savings in connection with transition to a freely floating
exchange rate, changes to the Action Plan for 2014–2016 on Implementation of the Bank’s Long-Term Strategy.
The Board of Directors approved 8 revised internal documents and amended 21 internal documents of the Bank.
Reports of the Management Board, reports on the performance of the Bank’s Development Plan for 2014–2018, budget
reports, profitability indices, reports on the work of business units reporting to the Board of Directors, management
accounts and reports in accordance with the resolution of the National Bank of the Republic of Kazakhstan No. 29 as of
26.02.2014, were considered on a quarterly basis.
The Board of Directors verified a register of persons bound by special relations with the Bank, and approved transactions
with the persons bound by special relations with the Bank (25 issues) on a monthly basis.
Changes in the Bank’s Charter, the Regulation on the Board of Directors of the Bank, annual financial statements and
the Annual report of the Bank for 2015 were submitted for consideration of the Sole shareholder and then approved.
The interaction between the Board of Directors and the Management Board of the Bank is at an adequate level, there
were no facts of any corporate conflicts or conflict of interest.
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With a view to improving the qualifications of the members of the Board of Directors and engaging the external experts,
in accordance with internal documents the Board of Directors provided for relevant items in the budget of the Bank
since 2016.
The work of the committees is presented in the table below.
Number of meetings
held

Number of issues
considered

№

Name of the Committee

2015

2016

2015

2016

1.

Audit Committee of the Board of Directors

14

9

49

26

2.

Strategic Planning Committee of the Board of Directors

13

12

100

78

3.

Personnel, remuneration and social affairs Committee of the Board
of Directors

10

12

29

24

4.

Risk and Internal Control Committee of the Board of Directors

13

12

58

54

Management Board
The Management Board of the Bank acts on the basis of the Regulation on the Management Board, approved by
the Board of Directors of the Bank, and is in charge for the management of the day-to-day operations of the Bank.
Establishment of the Management Board, its powers, as well as early termination of its powers are subject to a resolution
of the Board of Directors of the Bank in accordance with the applicable legislation of the Republic of Kazakhstan and the
Charter of the Bank.
As of 01.01.2017, the Management Board of the Bank consists of six members, including:

		
		
Position in the Management Board
Aibatyr Zhumagulov is the Chairman of the Management Board of House
Construction Savings Bank of Kazakhstan JSC since October 2013.
Until 2013, he held senior positions in the National Bank of the Republic of Kazakhstan,
second-tier banks and the Ministry of Industry and New Technologies of the Republic
of Kazakhstan.

Kuralay Alimova is the Deputy Chairman of the Management Board of House
Construction Savings Bank of Kazakhstan JSC since November 2015. She is
responsible for internal control, situation monitoring, documentation and control.
Until 2015, she has held senior positions in House Construction Savings Bank of
Kazakhstan JSC, Halyk Bank JSC.

Nurzhami Altynsaka is the Deputy Chairman of the Management Board of House
Construction Savings Bank of Kazakhstan JSC since March 2007. She oversees
information technology issues, banking technology, IS development and support.
Until 2007, she held senior positions in second-tier banks, the National Bank of the
Republic of Kazakhstan.
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Kayrat Altynbekov is the Deputy Chairman of the Management Board of House
Construction Savings Bank of Kazakhstan JSC since January 2014. He is responsible for
the development and implementation of banking products, strategic analysis and planning,
project management, implementation of state programs and construction projects.
Until 2014, he served as Vice President of BTA Ipoteka JSC.

Dossym Yenkebayev is the Deputy Chairman of the Management Board of House
Construction Savings Bank of Kazakhstan JSC since February 2016. He is responsible for
risk management and consolidated statements.
Until 2016, he has held various positions in BTA Bank JSC, National Managing Holding
“Baiterek” and House Construction Savings Bank of Kazakhstan JSC.

Aizhan Medeuova is the Deputy Chairman of the Management Board of House
Construction Savings Bank of Kazakhstan JSC since May 2015. She is responsible for
sales and regional development, advertising and public relations, contact center.
Until 2015, she held senior positions in House Construction Savings Bank of
Kazakhstan JSC.

Committees reporting to the Management Board of the
Bank
In the Bank there are eight committees reporting to the Management Board of the Bank.

Strategy and Corporate Development Committee

The main objective of the Strategy and Corporate Development Committee (hereinafter referred to as the SCDC) is to
guide the development and implementation of the development strategy of the Bank.
Main tasks of the SCDC include:
 definition of strategic principles, development goals, and activities of the Bank;
 coordination and monitoring of implementation of the strategic development plan of the Bank;
 improving the efficiency of the existing management system of the Bank.

Assets and Liabilities Management Committee

Tasks of the ALMC are as follows:
 definition of the rules and procedures of investing and borrowing on the domestic and external markets, carrying
out operations with financial instruments;
 definition of benchmarks (benchmark portfolio) for diversification of assets, liquidity, profitability of the Bank, the
adequacy of the Bank’s own funds for lending, within the powers determined by the Regulation and other internal
documents of the Bank.

Banking Products and Processes Committee

Main tasks of the BPPC include:
 consideration and approval of rates and tariffs for bank transactions, limits of rate of return on deposits and credits,
as well as ceiling amounts and terms of deposits accepted and loans provided, approval of service conditions for tariff
programs and lending, not requiring approval of the Board of Directors in accordance with applicable legislation;
 consideration and approval of proposals of employees and business units of the Bank aimed at solving urgent
problems of optimization of existing processes and procedures.

Credit Committee

The main task of the CC is to implement within its powers the provisions of the Rules of internal credit policy of the
Bank and decisions of the ALMC subject to maximum reduction of borrowing risks and obtaining the maximum income
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from the following bank transactions: operations for the provision of housing loans, interim housing loans, preliminary
housing loans (hereinafter referred to as credit instruments).

Information Resources Committee

The main task of the IRC is consideration of the Bank’s projects in the information infrastructure and information security
with a view to providing recommendations to the Management Board of the Bank.

Budget Commission

Main task of the BC is consideration of financial and non-financial information to make an informed decision in
accordance with the Long-term development strategy and the Bank’s development plan for the drafting of the Budget/
Income and expenses plan, the Investment plan, and Procurement plan/Long-term procurement plan of the Bank.

Commission on valuation and write-off of fixed assets, intangible assets and overstocks

Main objectives of the Commission on valuation and write-off of fixed assets, intangible assets and stocks is consideration
of issues and decision-making on:
 valuation, standard and useful life of fixed assets and intangible assets of the Bank;
 writing-off of the Bank’s assets according to internal regulatory documents of the Bank, governing the retirement
of the Bank’s assets;
 re-evaluation of fixed assets (buildings, facilities) of the Bank in accordance with the Accounting policies of the Bank
based on the findings of an independent appraiser;
 testing for impairment of fixed assets and intangible assets.

HR Committee

The main tasks of the HR Committee are:
 implementation of the internal human resources management of the Bank;
 coordination of work on appraisal of employees, including when resolving controversial issues;
 consideration of candidates for the formation of succession pool of the Bank;
 consideration of candidates for moral encouragement;
 preparation and submission of proposals to the Bank management to improve work on selection, staff list and
personnel training;
 consideration of issues related to the dismissal of employees during the reduction in the number of employees of
the Bank;
 consideration of issues related to compliance with labor discipline;
 consideration of the materials of official investigations on violations of labor discipline, including wrongful
nonperformance or improper performance of employment duties by employees of the Bank, proposals for
disciplinary penalties;
 review of the facts of corrupt practices, excess of powers and other violations by employees of the Bank, identified
by consideration of applications of individuals and corporate bodies by the Bank;
 consideration of violations of the legislation of the Republic of Kazakhstan, the requirements of the internal
documents of the Bank, identified according to the results of the external and internal audits;
 review of the facts of corruption, excess of powers and other violations by employees of the Bank on the basis of the
information from directors of branches, heads of business units of the Bank.

Results of activities of the Management Board and
committees
The executive body of the Bank is the Management Board, acting on the basis of the Regulation on the Management
Board, approved by the Board of Directors of the Bank. The Management Board is responsible for the management of
the day-to-day operations of the Bank.
The Management Board of the Bank acts on behalf of the Bank, including by representing its interests, making transactions
in the manner prescribed by the applicable legislation of the Republic of Kazakhstan and the Charter; approves the staff
list, including one of the Central Office, branches, representative offices; publishes the decisions (resolutions) and gives
instructions subject to compulsory implementation by all employees of the Bank.
During the period under review, the Management Board of the Bank adopted decisions on all issues of the Bank’s
activities that were not reserved for the powers of the Sole shareholder and the Board of Directors of the Bank by the
applicable legislation of the Republic of Kazakhstan and the Charter.
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In 2016, the Management Board of the Bank held 401 meetings (in 2015 – 360 meetings).
The work of the committees of the Management Board is described in the table below.
Number of meetings held
#

Name of the Committee

1.

Number of issues
considered

2015

2016

2015

2016

Strategy and Corporate Development Committee

29

29

148

116

2.

Assets and Liabilities Management Committee

30

32

222

227

3.

Banking Products and Processes Committee

31

41

170

188

4.

Credit Committee

60

51

185

144

5.

Information Resources Committee

11

24

34

87

6.

Budget Committee

26

34

82

127

7.

HR Committee

43

41

127

95

8.

Commission on valuation and write-off of fixed assets,
intangible assets and overstocks

23

12

45

23

Achievement of KPI by the members of the Management Board
Performance of the Management Board of the Bank is evaluated based on a KPI for 2016 approved by the resolutions of the Board of
Directors adopted on 25.12.2015. (Minutes No. 20). The activities of the Management Board of the Bank during the reporting period is
generally characterized as positive. The planned level of corporate key performance indicators (KPIs) and individual KPIs of members of the
Management Board for 2016 year was achieved.

Basic principles of remuneration for members of the Management
Board and the Board of Directors
The aim of the policy of remuneration and bonus payments to the members of the Management Board is to encourage fair, efficient and
high-quality labor, allowing to provide fair compensation, depending on the complexity and volume of work performed, position and
personal contribution to the implementation of the objectives of the Bank.
Remuneration for members of the Management Board based on the results of work for the year is remuneration, intended to stimulate the
efficiency of the Management Board members, paid depending on the results of the achievement of strategic key performance indicators
and the results of evaluation of activities based on the decision of the Board of Directors.
Remuneration for independent directors shall be established according to the Rules of recruitment, remuneration and reimbursement of
expenses of the independent directors of subsidiaries of the National Managing Holding “Baiterek” JSC.
The amounts of remuneration shall be determined in the manner prescribed by the legislation of the Republic of Kazakhstan and the Charter
of the Bank, taking into account the experience and qualifications of the independent directors.
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VIII. RISK MANAGEMENT
POLICY AND INTERNAL
CONTROL SYSTEM
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Internal control system of the Bank is formed in
accordance with the requirements of the applicable
legislation and generally accepted international practices.
The internal control system is multi-tiered and includes
all business units of the Bank. Participants in the Bank’s
internal control process are designated on the basis of
three lines of defense.
The first line of defense, provided by business subdivisions
of the Bank, represents controls designed to ensure the
correct execution of daily operations of various business
units of the Bank. Controls are developed by business
units and are an integral part of business processes
to minimize risks and provide compliance with the
requirements of internal documents, as well as external
regulatory requirements. Management and monitoring of
controls are carried out by business units, which imply the
ability to identify risks, weaknesses in business processes,
possible unforeseen events, and respond to them.
The second line of defense is provided by an independent
risk management subdivision, compliance control, legal
subdivision, and security subdivision. As one of the main
links of the second line of defense, the risk management
subdivision provides an adequate level of control by
defining the risk assessment processes (financial and
operational), the implementation of regular independent
risk monitoring for effective risk management at the level
of the first line of defense, assisting business units in
compliance with the regulatory requirements in relevant
fields.

The third line of defense is provided by the internal audit
subdivision: independent evaluation of the effectiveness
of the internal control system of the Bank. The internal
audit service assesses the risk management and internal
control systems. Audits cover both first and second line of
defense, providing evaluation of the effectiveness of the
common risk management system and internal controls
in the Bank.
Risk management system operates in order to implement
the development strategy of the Bank, obtain planned
profit and ensure its sustainable everyday work.
Risk management system of the Bank is aimed at forming
an integral system, corresponding to the nature and
scope of activities of the Bank, the profile of its risks, as
well as meeting the needs of its further development.
The strategic objectives of the risk management system
are based on timely identification of risk, qualitative
assessment of all factors and comprehensive response in
order to minimize the possible impact. Key issues related
to risk management are discussed, approved or agreed
upon within the framework of the existing committees
under the Board of Directors and the Management Board
of the Bank, the Board of Directors provides strategic
guidance of the Bank’s activities in internal control and
risk management, approves and periodically reviews the
policies.

Compliance risk
The main objective of the compliance-risk management
is to minimize and/or maintain an acceptable level of
compliance-risks, such as the emergence of financial
losses at the Bank, and the application of legal sanctions as
a consequence of non-compliance with the requirements
of the legislation of the Republic of Kazakhstan, regulatory
legal acts of the authorized body, internal documents and
procedures of the Bank, as well as legislation of foreign
states, having influence on the Bank’s activities and
recognized by the Republic of Kazakhstan.
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In order to ensure that the activities of the Bank comply
with the legislation of the Republic of Kazakhstan, the
Compliance-control subdivision conducted monitoring
of changes and additions in the laws of the Republic of
Kazakhstan.
The Bank made changes and additions in 221 internal
documents, developed 52 new internal documents.

House Construction Savings Bank of Kazakhstan JSC

The Compliance-control subdivision, as well as the Internal audit subdivision conduct internal control on an
ongoing basis that allows the Management Board of the Bank to identify in a timely manner incorrect, incomplete
or unauthorized operations, shortcomings in protection of assets, errors in the generation of financial and regulatory
statements, violations of the internal documents of the Bank, the legislation of the Republic of Kazakhstan, as well as
to prevent conflicts of interest and internal corrupt practices with regard to the
related structures.
In order to manage the compliance risk, the Compliance-control subdivision
conducted 9 internal audits, including 5 checks of internal rules for compliance
with the requirements of the legislation. Based on the results of the audits, 27
recommendations were given recommendations for the elimination of violations
and deficiencies in the operations of the Bank, including amendments and (or)
additions in the internal documents of the Bank.
For the effective management of the compliance risk, a work to identify and assess
the problems of compliance risk was conducted, and a plan of measures for their
elimination/reduction was approved, the monitoring of the plan execution was
conducted.

221

INTERNAL DOCUMENTS
CHANGES AND ADDITIONS
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As part of the work on the identification, assessment and control of conflicts of
NEW INTERNAL
interest, a matrix of incompatible powers (hereinafter referred to as the Matrix)
DOCUMENTS
was developed. During the preparation of the Matrix, the existing assignment
of responsibilities between the Chairman of the Management Board, Deputy
Chairman of the Management Board and the Managing directors of the Bank
was analyzed to identify a conflict of interest when supervising the business units,
as well as an analysis of the existing regulations on business units was carried
out. According to the results of the analysis, the most significant and critical areas of conflict of interest, which could
potentially lead to significant violations of the legislation of the Republic of Kazakhstan and /or internal documents of the
Bank were reflected in the Matrix.
The Bank and its employees in their activities comply with the requirements of the Policy on the settlement of conflict of
interests.
As part of assistance to the Bank’s Management Board and the Board of Directors in the Bank’s compliance risk
management, 249 opinions on were provided on compliance with the legislation of the Republic of Kazakhstan, the
legislation of foreign states, having influence on the Bank’s activities, and internal documents of the Bank.
Special attention was given to ensuring compliance with the legislation of the Republic of Kazakhstan in counteraction
to legalization (laundering) of proceeds of crime and terrorism financing (hereinafter referred to as the ML/TF). In
accordance with the Law of the Republic of Kazakhstan “On counteracting the legalization (laundering) of proceeds of
crime and terrorism financing” No.191-IV as of 28.08.2009, in 2016, in 2016, the Bank took the necessary measures to
comply with the requirements of the law.
In order to comply with the requirements of the legislation in respect of transactions with persons bound with the
Bank by special relations, the Bank maintains a register of persons bound with the Bank by special relations, which
is presented for certification to the Board of Directors on a monthly basis. In accordance with the legislation of the
Republic of Kazakhstan, transactions with persons bound with the Bank by special relations were concluded after their
approval by the Board of Directors of the Bank.

Financial risk management
In the management of financial risks the Bank adheres to conservative politics. Financial risks in the portfolio of financial
instruments of the Bank are controlled through a system of limits and analysis of assets at risk. Limits are allocated to
business lines and types of transactions. Methods of financial risk (credit, market, operational, liquidity risk) assessment
used by the Bank provide an opportunity to obtain an aggregate financial risk.
Assessment and monitoring of financial risks is carried out by a single instrument and the whole portfolio, using the
VaR methodology. The value of the economic capital, reserved against possible losses arising from financial risks, is
calculated. For estimating VaR indicator, three main analysis methods are used: covariant method, historical simulation
method, the stochastic simulation (Monte-Carlo) method.
In order to manage liquidity, a liquidity risk management policy was defined, which provides for the diversification of
sources of resources to achieve maximum liquidity. To optimize the level of liquidity, the Bank annually sets limits on the
maximum cumulative liquidity gap.
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Operational risk
Operational risk is the probability of losses resulting from inadequate or insufficient internal processes, human resources
and systems or external events, including legal risk (excluding strategic and reputational risk).
In order to maintain operational risk at an acceptable level for the Bank ensuring the preservation of equity capital and
sustainable operation of the Bank, a Policy of the operational risk management was developed. The policy provides for
the objectives and principles of operational risk management, including their detailed classification and organizational
structure of operational risk management.
Operational risk management is a continuous management process at the Bank, consisting of the following main steps:
 detection and identification of risks inherent to ongoing business processes – the process of determining to what
kind of risk the Bank’s business process is exposed the most;
 operational risk assessment is determination of the level of possible damage in the event of risk occurrence, if it is
not covered with the relevant mitigation measures;
 OR minimization – measures to reduce the possibility of damage, and to minimize the impact of the risk. These steps
can be undertaken prior to damage during and after the risk occurrence;
 OR monitoring and correction of shortcomings;
 monitoring of compliance with established rules and procedures.
In its work, the Bank uses the following methods of OR management:
 standardization of bank operations and other transactions (practices, procedures, technology of operations and
transactions, contracting);
 organization of additional and subsequent controls, systems of validation of current transactions and operations,
through examination of internal documents;
 establishing internal procedures for elaboration and coordination (approval) of internal regulatory documents;
 formation of a centralized database of operating losses;
 analysis of impact of operational risk factors (both in aggregate and by their classification) on the performance of the
Bank’s activities by business lines;
 providing the necessary level of personnel qualification, personnel development;
 automation of banking processes and technologies, especially in areas relating to standard operations and large
amounts of work;
 assignment of responsibilities between business units taking into account optimization of the load on individual staff
members;
 providing the employees with regulatory framework that as much as possible complies with internal and external
requirements.

Credit risk management
The presence of an efficient credit risk management system in the Bank allows to maintain one of the best indicators
of the credit portfolio quality among their second tier banks. Quality control system of the credit portfolio includes the
following activities:
 regular evaluation and monitoring of credit risk, as well as measures to improve these processes;
 improvement of the system of internal credit requirements for borrowers of the Bank and the proposed collateral
for loans;
 calculation and determination of credit risk limits for the group of related parties, for certain types of credit products
and collateral, as well as on the level of authority of the credit collegial bodies of the Bank;
 improving the procedures for managing the Bank’s troubled assets, pre-trial and trial procedures;
 all projects and existing loans undergo a centralized examination to determine the credit risk, and activities to reduce
the risk are offered.
With regard to collateral, a strict diversified approach to the quality and adequacy of collateral is applied. Confirmation
of the market value of the collateral is carried out on an ongoing basis. Risk management subdivision carries out price
analysis of trends in the real estate market in all regions of the Republic of Kazakhstan, as well as the analysis of the
collateral portfolio structure.
This system allows identification of further dynamics of loan and determine the acceptable level of losses at an early
stage.
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Information technology and information security risks
Information security risk is the probability of damage due to violation of the integrity, confidentiality and availability of
information assets of the Bank arising from deliberate destructive impact on the part of employees of the Bank and (or)
third parties.
Information technology risk is the probability of damage due to the unsatisfactory design of processes associated with
the development and operation of information technology by the Bank.
In order to minimize the information technology risk and information security risk, as well as to manage the continuity of
the Bank’s operations, the relevant systems exist and are constantly improved.
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IX. CORPORATE SOCIAL
RESPONSIBILITY
In its work, the Bank is focusing on sustainable development and strives to take into account
interests of all stakeholders. In 2016, the Bank approved the Corporate social responsibility
strategy, which supports the following principles:
1. Commitment to the mission, common values and vision of the Bank.
2. Providing quality services based on high professionalism of the Bank’s staff.
3. Respect of the person’s honor, dignity, and rights.
4. Honesty and mutual respect in relations with stakeholders.
5. Balanced approach when making management decisions.
6. Legality of actions taken and responsibility for their consequences.
7. Health protection of employees of the Bank.
8. Openness to relationships with stakeholders.
Adherence to the principles of the Strategy is part of the corporate culture and is obligatory for
all employees of the Bank.
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X. PERSONNEL DEVELOPMENT
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Actual staffing level of the Bank as of 01.01.2017 was 1,073
people, including 420 employees of the Central office, and 653
employees of branches of the Bank.
One of the priorities of the Bank is to create and maintain
workforce that meets the qualification requirements of the Bank,
aimed at the achievement of strategic goals and the resolving
tasks of the Bank. Employment relations are governed by the
Rules of employment relations and internal labor regulations
of the Bank in accordance with the legislation of the Republic
of Kazakhstan. The procedure of competitive selection for the
vacant positions of the Bank consists of several stages, including:
determining the staffing requirements, selection of candidates
and CV analysis, conducting a screening interview, professional
testing with candidates.

420

EMPLOYEES
OF THE CENTRAL OFFICE

653

EMPLOYEES OF BRANCHES
OF THE BANK

Training
Taking into account that personnel development is one of the
components of the success of any organization, the Bank annually plans funds for training and personnel development.
Organization of personnel development represents a set of organizational and economic activities: training, advanced
training and personnel development, work with succession pool, testing employees of front business units on knowledge
of banking products, certification of employees of the Bank.
The Bank has been providing internal and external training for employees since 2004, in accordance with the Training and
development plans of employees and managers of the Bank. Based on the results of training, the employee submits a
report to the supervising director with conclusions, recommendations and proposals for improving the work in practical
activities in the Bank.
In 2016, 1,252 employees of the Bank attended external training (116 % of the total number of employees). The share of
employees of the Bank who attended external training in 2015 was 64 %.
900 employees of the Bank received internal training; the percentage of employees who received internal training is
83.8 % of the total number of employees.
During 2016, training activities were carried out on a regular basis for the employees of the Bank at facilities of the Bank
in connection with the introduction of amendments and additions to the regulatory documents, innovations at the
Bank in the framework of the introduction of a new information system and the improvement of the IT infrastructure,
etc. Training activities have also been conducted with the aim of the professional development and motivation of the
employees of the Bank, who are capable of taking effective solutions to achieve the goals and tasks set before the Bank.
In addition, employees of the Bank were trained in external seminars, courses, trainings within Kazakhstan and abroad in
various fields, to develop professional skills and to study the international practices. Employees of the Bank on a periodic
basis attend compulsory specialized courses for advanced training and certification.

Succession pool
The procedure for the formation of a succession pool of executive personnel has been held at the Bank since 2008,
in accordance with the Rules of formation and preparation of senior executives of the Bank by identification of highpotential workers and organization of their professional and career growth.
In 2016, the number of employees in the succession pool of the Bank amounted to 89 employees, out of which 20
employees were promoted to a higher position, 7 employees were excluded due to dismissal. At the end of 2016, a new
succession pool consisting of 91 employees was formed.
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Certification of employees
The certification procedure has been regulated since 2008 and actually carried out in the Bank since 2009 in order
to determine the professional qualification and competence of the employees of the Bank for compliance with the
positions held.
In 2016, 181 employees (100 % of employees, who have to pass certification, and 16.5 % of the total number of
employees of the Bank) were certified. All employees of the Bank, subject to certification in 2016, have successfully
passed certification.

Testing of employees of the front office
To check and control the acquired knowledge of internal documents (banking products, business processes, service
standards, active promotions, sales technique) through technical studies and trainings at the branches, obligatory and
intermediate tests of employees were conducted through a System of distance learning. In 2016, 90 % of the total
number of employees of the front-office (pregnant women, workers who were absent due to temporary incapacity for
work, and those on a leave, were exempt from the tests) passed tests, average test result was 87 %.

Protection of employees’ health
In order to ensure the social protection of the employees’ interests in health protection, the Bank annually concludes
health insurance contracts. In 2016, employees of the Bank were able to use health care services under a voluntary
health insurance policy.

Occupational safety and health, civil defense, and fire safety
In order to implement a set of measures aimed at developing and maintaining safe and healthy working conditions, civil
defense and fire safety, the Occupational safety and health department operates in the Bank.
In accordance with the provisions of regulatory legal acts and internal documents of the Bank in the field of occupational
health and safety, training, instructing of employees, decision-makers in the Central Office and branches of the Bank,
employees of contractors performing work and providing services under commercial contracts, temporary workers and
students, who do an internship in business units of the Bank, are carried out on a going basis.

Incentives for employees
In order to improve the quality of work and encourage employees, the Bank reserves the right to pay bonuses to its
employees for the following reasons:
 performance of critical tasks and work, highly sensitive task of senior management of the Bank, for active
participation in the projects of the Bank, in working groups, as well as the active participation in the organization and
conduct of corporate events;
 development and participation in the development of regulatory legal acts of the Republic of Kazakhstan;
 introduction and implementation of proposals for the optimization of business processes to improve the operations
of the Bank.
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Financial statements
Auditor’s report
An independent auditor PricewaterhouseCoopers LLP conducted an audit in accordance with International Financial Reporting Standards
(hereinafter referred to as the IFRS).
According to the independent auditor, financial statements of the Bank present fairly, in all material respects, the financial condition of the
Bank as of December 31, 2016, as well as its financial performance and cash flows for the year ending on the specified date, in accordance
with the IFRS.

Financial statements of House Construction Savings Bank of Kazakhstan JSC
for 2016
Statement of financial condition
(thousands of Kazakhstani Tenge)

2016

2015

80,596,796

35,430,300

ASSETS
Cash and cash equivalents
Trading securities

5,129,889

4,842,768

31,243,925

29,145,901

Loans and advances to clients

326,576,299

276,153,740

Investment securities available for sale

103,219,371

123,330,827

Investment securities held to maturity

68,666,146

–

Fixed assets

4,036,763

4,103,962

Intangible assets

1,202,545

820,659

878,275

235,533

621,550,009

474,063,690

413,276,483

301,032,888

Borrowings

68,266,465

61,464,087

Obligation to pay compensation

12,000,000

–

4,095,869

440,931

Funds in other banks

Other assets
TOTAL ASSETS
LIABILITIES
Customer deposits

Deferred tax liability
Other liabilities
TOTAL LIABILITIES

5,029,461

3,543,447

502,668,278

366,481,353

78,300,000

78,300,000

CAPITAL
Shareholders’ equity
Additional paid-in capital
Revaluation reserve of investment securities available for sale
Other provisions

10,087,682
(8,285,436)

3,389,604

3,389,604

24,242,994

24,090,487

TOTAL CAPITAL

118,881,731

107,582,337

TOTAL LIABILITIES AND CAPITAL

621,550,009

474,063,690

Undistributed earnings
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23,629,414
(10,680,281)
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Statement of profit or loss and other
comprehensive income

(thousands of Kazakhstani Tenge)

2016

2015

Interest income

45,225,961

33,845,227

Interest expenses

(8,518,988)

(6,480,391)

Net interest income

36,706,973

27,364,836

194,261

(196,168)

36,901,234

27,168,668

Recovery/(creation) of provision for impairment of a loan portfolio
Net interest income after recovery of provision for loan portfolio
impairment
Fee incomes
Fee and commission expenses
Expenses arising from the initial recognition of assets at rates below market
Expenses recovery/(expenses) on operations with trading securities
Expenses from impairment of investment securities, available for sale
Expenses after deduction of revenues from foreign-exchange transactions
Other operating expenses
Administrative and other operating expenses
Income before taxation

744,313

794,985

(1,592,716)

(839,603)

(623,402)

(575,449)

187,622

(193,058)

–

(1,617)

(4,174)

138,188

(562,145)

(793,993)

(10,064,449)

(8,519,935)

24,986,283

17,178,186

Income tax expenses

(2,389,854)

(1,945,944)

ANNUAL INCOME

22,596,429

15,232,242

(2,394,845)

(8,665,502)

Other aggregated annual income

(2,394,845)

(8,665,502)

TOTAL AGGREGATED ANNUAL INCOME

20,201,584

6,566,740

2,886

1,945

Other aggregated income:
Items that may be reclassified in the composition of profits or losses:
Investments available for sale:
Revenue less expenses from revaluation

Basic earnings per share for profit owned by the shareholder of the Bank
(in Kazakhstani Tenge per share)
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70

–
–

Total comprehensive income for 2015

Stated dividends

–

–

–
–

Total comprehensive income for the period

Difference between the amounts derived
from the National Managing Holding
“Baiterek” and their fair value at the date
of initial recognition minus deferred tax
liabilities

Payment of compensation for deposits

Return of unused compensation
78,300,000

–

Other aggregated income

Balance as of December 31, 2016

–

Annual income

78,300,000

–

Other aggregated income

Balance as of December 31, 2015

–

78,300,000

Shareholders’ equity

Annual income

Balance as of January 1, 2015

(thousands of Kazakhstani Tenge)

23,629,414

–

–

13,541,732

–

–

–

10,087,682

–

–

–

–

10,087,682

Additional paid-in
capital

(10,680,281)

–

–

–

(2,394,845)

(2,394,845)

–

(8,285,436)

–

(8,665,502)

(8,665,502)

–

380,066

Revaluation reserve
of investment
securities available
for sale

Statement of changes in equity

3,389,604

–

–

–

–

–

–

3,389,604

–

–

–

–

3,389,604

Other provisions

24,242,994

1,556,078

(24,000,000)

–

22,596,429

–

22,596,429

24,090,487

(7,166,094)

15,232,242

–

15,232,242

16,024,339

Undistributed
earnings

118,881,731

1,556,078

(24,000,000)

13,541,732

20,201,584

(2,394,845)

22,596,429

107,582,337

(7,166,094)

6,566,740

(8,665,502)

15,232,242

108,181,691

Total capital
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House Construction Savings Bank of Kazakhstan JSC

Cash flow statement
(thousands of Kazakhstani Tenge)

2016

2015

Interest received

42,200,401

32,772,833

Interest paid

(5,785,936)

(3,944,637)

743,895

794,985

Fees paid

(1,592,716)

(839,603)

Paid-in personnel expenses

(5,779,453)

(5,153,471)

Paid-in administrative and other operating expenses

(3,920,100)

(3,298,747)

Paid income tax

(2,217,746)

(2,235,160)

Cash flow from operating activities before changes in operating assets and liabilities

23,648,345

18,096,200

Cash flows from operating activities

Fees received

Net (decrease)/increase in:
trading securities

–

–

(851,135)

7,730,625

(49,783,556)

(75,731,709)

(465,487)

166,823

customer deposits

100,796,164

48,847,152

Net cash used in operating activities

74,668,814

(455,644)

Fixed assets acquisition

(557,090)

(758,825)

Acquisition of intangible assets

(602,866)

(526,617)

funds in other banks
loans and advances to clients
other assets
Net (decrease)/increase in:

Cash flow from investment activities

Revenue from sales of fixed assets

141
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Acquisition of investment securities available for sale

(2,000,000)

–

Acquisition of investment securities held to maturity

(68,598,005)

(10,866,100)

–

11,000,000

20,259,498

13,356,757

(51,498,322)

12,205,282

22,000,000

–

Redemption of investment securities held to maturity
Proceeds from sale and redemption of investment securities available for sale
Net cash flow from / (used in) investment activities
Cash flow from financial activities
Loans received from the Parent Company
Dividends paid
Net cash used in financial activities

–

(7,166,094)

22,000,000

(7,166,094)

(3,996)

139,089

Net increase/(decrease) in cash and cash equivalents

45,166,496

4,722,633

Cash and cash equivalents at the beginning of the year

35,430,300

30,707,667

Cash and cash equivalents at the end of the year

80,596,796

35,430,300

Effect of exchange rate changes on cash and cash equivalents

The full set of financial statements of the Bank, including the auditor’s report, is placed on the Bank’s website (www.hcsbk.kz)
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Information on adherence to the principles of the Corporate governance code
House Construction Savings Bank of Kazakhstan JSC
(hereinafter referred to as the Bank)(as of 01.11.2016)
№

Principles of corporate
governance
(in accordance with the
Corporate governance
code of the Bank)

1
1.1

Observed/
Observed not
in full/
Not observed

Activities on the implementation and observance of the principles of
corporate governance

Principle of protection of the rights and interests of the Sole shareholder
The Sole shareholder has
the rights stipulated by the
legislation and the Charter.

Observed

The Bank was established on the basis of the Resolution of the Government of
the Republic of Kazakhstan as of 16.04.2003 No. 364 “On foundation of the
House Construction Savings System bank, in accordance with the laws of the
Republic of Kazakhstan “On House Construction Savings System in the Republic
of Kazakhstan”, “On banks and banking activities in the Republic of Kazakhstan”
(hereinafter referred to as the Law on banks ), “On joint-stock companies”
(hereinafter referred to as the Law on joint stock companies) in the form of a
joint stock company with 100 % (one hundred percent) state participation in the
authorized capital of the Bank and is a part of the unified banking system of the
Republic of Kazakhstan.
The founder of the Bank is the Government of the Republic of Kazakhstan
represented by the Committee of state property and privatization of the Ministry
of Finance of the Republic of Kazakhstan.
In accordance with the Contract No. 2/8 on the transfer of state-owned stakes
of the National Agency for technological development JSC, House Construction
Savings Bank of Kazakhstan JSC, Kazakhstan Mortgage Loan Guaranteeing Fund
JSC, Distressed Assets Fund JSC to discretionary management without the
repurchase option as of 17.06.2013.
The Committee of State Property and Privatization of the Ministry of Finance of
the Republic of Kazakhstan transferred a 100 % state-owned stake of the Bank
to the National Managing Holding “Baiterek” – the Sole shareholder of the Bank.
National Managing Holding “Baiterek” JSC was established in accordance with
the Decree of the President of the Republic of Kazakhstan as of 22.05.2013
No. 571 “On some measures for optimizing the management system of
development institutions, financial institutions and the development of the
national economy”, and the Resolution of the Government of the Republic of
Kazakhstan as of 25.05.2013 No. 516 ”On measures for realization of the Decree
of the President of the Republic of Kazakhstan as of 22.05.2013 No. 571”.
The Bank ensures the exercising of the Sole shareholder’s rights and protection
of its interests within the framework of the principles of corporate governance,
consisting in the participation in the management of the Bank according to the
procedure prescribed by the Law on joint stock companies and the Charter of
the Bank (approved by the resolution of the Sole shareholder as of 24.12.2014,
Minutes No. 41/14), key decisions on approval of the Charter of the corporate
governance code, the composition and terms of Office of the Board of Directors,
approval of an external the auditor of the annual financial statements, etc.
The Charter of the Bank provides for the powers reserved for the Sole shareholder
as prescribed by the Law of the Republic of Kazakhstan “On joint stock companies”.
The Bank shall annually send the annual financial statement, the procedure of net
income distribution, and its annual report for approval to the Sole shareholder.
Materials on issues to be placed for consideration by the Sole shareholder of the
Bank shall be prepared and sent within the time limits prescribed by the Charter
of the Bank and provide information to the extent necessary to make informed
decisions on the issues.
There are no facts of appeals by the Sole shareholder to the governmental and
judicial authorities for protection of its rights and legitimate interests, and to
challenge the decisions taken by the bodies of the Bank.
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№

1.2

Principles of corporate
governance
(in accordance with the
Corporate governance
code of the Bank)
The procedure for the
exchange of information
between the Bank and
the Sole shareholder
shall be governed by the
legislation, the Charter,
and internal documents of
the Bank.

Observed/
Observed not
in full/
Not observed
Observed

Activities on the implementation and observance of the principles of
corporate governance

The Bank shall ensure timely disclosure of information to the Sole shareholder:
 on corporate events in accordance with the Law on joint stock companies, the
Charter, and internal documents of the Bank;
 the decisions taken by the Board of Directors on the list of issues provided for
in the Rules for disclosure of information on the decisions taken by the Board
of Directors of the Bank (approved by the resolution of the Board of Directors
as of 11.07.2016, Minutes No.11).
Upon request of the Sole shareholder, the Bank shall provide documents and
information in accordance with the Law on joint stock companies and the internal
document of the Bank, except for the information, which constitutes a banking
secrecy.
Since the beginning of 2016, the Sole shareholder is provided with management
and financial statements through the managerial accounting system (MAS) on a
periodic basis.
The exchange of information between the Bank and the Sole shareholder shall be
carried out through electronic document management system (EDMS) according
to the procedure prescribed by internal documents of the Bank.

2

Principle of effective management of the Bank by the Board of Directors and by the Management Board

2.1
2.1.1

Principles of activity of the Board of Directors
The activities of the
Board of Directors are
based on the principles of
maximum respect for and
promotion of the interests
of the Bank and the Sole
shareholder, the principles
of reasonableness,
efficiency, activity, integrity,
professionalism, neutrality
and responsibility for
decisions.
The Board of Directors is
fully accountable to the
Sole shareholder.
Members of the Board of
Directors must act on the
basis of full information,
in good faith and in the
best interests of the Sole
shareholder and the Bank.
In the process of decisionmaking by the Board of
Directors, no person (or
group) should have any
advantages not prescribed
by the laws.

Observed

This principle is reflected in the Regulation on the Board of Directors of the Bank
(approved by the resolution of the Sole shareholder as of 24.12.2014, Minutes
No. 41/14) and is observed in actual practice by the Board of Directors of the
Bank.
In accordance with the Law on joint stock companies and the Charter of the Bank,
the Board of Directors of the Bank carries out general management of the Bank,
defines the priorities of the Bank approves the strategy of the Bank and other
issues related to the powers reserved for the Board of Directors of the Bank.
According to the resolution of the Sole shareholder as of 04.10.2013 (Minutes
No. 09/13), the Board of Directors of the Bank consists of 6 members, out of which
2 members of the Board of Directors are representatives of the Sole shareholder,
3 members are independent directors, and 1 member is the Chairman of the
Management Board of the Bank.
All members of the Board of Directors shall observe their responsibilities provided
for in the Regulation on the Board of Directors of the Bank, including the
responsibility to act in accordance with the requirements of the legislation of the
Republic of Kazakhstan, the Charter, and internal documents of the Bank based on
the principles of awareness, transparency, in the interests of the Bank and the Sole
shareholder, reasonably and in good faith, on the basis of full awareness, honestly,
actively, with due care and in a professional manner.
Members of the Board of Directors of the Bank are executive officers of the
Bank and shall bear responsibility stipulated by the legislation of the Republic of
Kazakhstan.
According to the Law on banks, the Bank is prohibited from granting preferential
terms to persons involved in special relationship with the Bank. Transactions with
persons involved in special relationship with the Bank can be carried out only by a
resolution of the Board of Directors of the Bank.
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№

Principles of corporate
governance
(in accordance with the
Corporate governance
code of the Bank)

Observed/
Observed not
in full/
Not observed

Activities on the implementation and observance of the principles of
corporate governance

2.1.2

The separation of
powers between the
Board of Directors
and the Management
Board should be stated
in the relevant internal
documents of the Bank.

Observed

The Bank’s Charter, the Regulation on the Board of Directors and the Management
Board of the Bank (approved by the resolution of the Board of Directors as of
29.07.2008, Minutes No. 61) provides for the separation of powers of the Board
of Directors and the Management Board of the Bank.

2.1.3

The Chairman of the
Board of Directors is
responsible for the
management of the Board
of Directors, ensures
its effective operation,
active participation of its
directors in the activities
of the Board of Directors,
establishes good relations
between directors and the
Management Board.

Observed

In accordance with the Law on joint stock companies, the Bank’s Charter, the
Regulation of the Board of Directors of the Bank, the Chairman of the Board of
Directors of the Bank shall be elected by open balloting from among its members
by a majority vote of the members of the Board of Directors.
The Chairman of the Board of Directors of the Bank shall organize the work of the
Board of Directors, including:
1) convene and preside at the meetings of the Board of Directors;
2) approve the agenda for the scheduled meeting of the Board of Directors;
3) organize taking of minutes at the meetings of the Board of Directors in the
manner prescribed by the legislation of the Republic of Kazakhstan.
The Chairman of the Board of Directors adheres to the principle of freedom of
expression on matters under discussion by the members of the Board of Directors,
assists in the search for an agreed solution, the consensus-building by members
of the Board of Directors, decision-making in the interests of the Sole shareholder
and the Bank. In addition, the Chairman of the Board of Directors ensures effective
leadership to create conditions for the members of the Board of Directors to work
as a single team.

2.1.4
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Observed
The system of work
evaluation of each
director should provide
incentives for their work
in the interests of the
Sole shareholder and the
Bank. The basis of the
system of work evaluation
of each director are the
goals, tasks, duties and
responsibilities set forth
in the Regulation on the
Board of Directors and the
plan of work of the Board
of Directors of the Bank,
as well as the assessment
of performance of the
duties and responsibilities
that are in line with the
recommendations of
international best practices
in corporate governance
allow the Board of
Directors in the best way
to solve their tasks and
to make the maximum
contribution to ensuring
the successful and
sustainable development
of the Bank.

In accordance with the Policy of induction of newly elected members of the Board
of Directors of the Bank (approved by the resolution of the Board of Directors as of
31.03.2016, Minutes No. 5), induction of newly elected members of the Board of
Directors shall be carried out by familiarizing with the information about activities
of the Bank, the Sole shareholder of the Bank, rights and duties of members of
the Board of Directors, work procedures of the Board of Directors, and about
activities of the executive body of the Bank.
In accordance with the Regulation on evaluation of activities of the Board of
Directors of the Bank (approved by the resolution of the Board of Directors as of
30.09.2014, Minutes No. 12), in order to obtain a comprehensive analysis of the
major areas of activity of the Board of Directors of the Bank, annual evaluation
of the activities of the Board of Directors has been carried out since 2015. The
annual Work plan of the Board of Directors of the Bank also provides for an annual
evaluation of activities of the Board of Directors.
The results of the evaluation of activities of the Board of Directors of the Bank shall
be considered at a closed meeting of the Board of Directors of the Bank attended
only by the members of the Board of Directors.

House Construction Savings Bank of Kazakhstan JSC

№

Principles of corporate
governance
(in accordance with the
Corporate governance
code of the Bank)

Observed/
Observed not
in full/
Not observed

2.2
2.2.1

Activities on the implementation and observance of the principles of
corporate governance

Principles of activity of the Management Board
Executive body of the Bank Observed
is a collegial body. The
head of the Management
Board of the Bank is
the Chairman of the
Management Board.

According to the Regulation on the Management Board of the Bank, the
Management Board is the collegial executive body of the Bank managing the
day-to-day operation of the Bank. According to the resolution of the Board of
Directors as of 29.05.2015 (Minutes No. 6), the Management Board shall consist
of 6 members; of which 1 member is the Chairman of the Management Board and
5 members are Deputy Chairman of the Management Board.

In the process of
decision-making by the
Management Board, no
person (or group) should
have any advantages not
prescribed by the laws.

In accordance with the Regulation on the Management Board of the Bank,
the Management Board shall be obliged to abide by the decisions of the Sole
shareholder and the Board of Directors of the Bank and carry out their job
responsibilities in the interests of the Bank.
According to the Law on banks, the Bank is prohibited from granting preferential
terms to persons involved in special relationship with the Bank. Transactions with
persons involved in special relationship with the Bank can be carried out only by a
resolution of the Board of Directors of the Bank.
Members of the Management Board of the Bank are executive officers of the
Bank and shall bear responsibility stipulated by the legislation of the Republic of
Kazakhstan.

2.2.2

The Management Board
shall manage day-today operations of the
Bank in order to fulfill the
objectives and implement
the development strategy
of the Bank.
The main principles
of the activity of the
Management Board are
the legality, honesty, fair
practices, rationality,
regularity, professionalism,
and neutrality.
Activity of the
Management Board is fully
accountable to the Board
of Directors.

Observed

In accordance with the Charter, the Management Board shall carry out the
management of the day-to-day operations of the Bank.
The Management Board shall provide an introduction and implementation of
the strategy, policies on risk management and internal control approved by the
Board of Directors, including resolutions of the Board of Directors concerning
the organization of risk management and internal control systems with regard to
borrowing, operations with financial instruments; make an assessment of policies,
plans and other internal documents of the Bank for compliance with the strategy,
current market and economic conditions, the risk profile of the Bank and the
requirements of the legislation of the Republic of Kazakhstan.
In accordance with the Rules for the formation of the risk management and
internal control systems for the second-tier banks, approved by the resolution
No. 29 of the Management Board of the National Bank of the Republic of
Kazakhstan as of 26.02.2014 and the Work plan of the Board of Directors, the
Management Board shall on a quarterly basis provide the Board of Directors with
the progress report for work performed by the Management Board.
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№

Principles of corporate
governance
(in accordance with the
Corporate governance
code of the Bank)

Observed/
Observed not
in full/
Not observed

3
3.1

Principle of autonomous operations of the Bank
Operations of the Bank
shall be carried out for
the best interests of the
Sole shareholder of the
Bank in accordance with
the provisions of this
Code, the Charter, and the
legislation.

Observed

The Bank is a business entity, has an autonomous balance sheet, has property,
separate from the assets of the Sole shareholder, and has the right to open its own
bank accounts, including correspondent accounts, can on its own behalf acquire
and exercise property and personal non-property rights, bear responsibilities, act
as a plaintiff and defendant in court.

Transactions and relations
between the Bank and
the Sole shareholder are
carried out to the extent
permitted by the laws.

4.1

Financial and operating activities of the Bank are carried out on the basis of its
property, economic, financial and economic autonomy.
On 25.03.2016, the Bank and the Sole shareholder entered into the loan
agreement No.120 on granting of credit from the National Fund of the Republic
of Kazakhstan to lend the Bank’s depositors for the redemption of the mortgage
housing.

Principles of transparency and objectivity of disclosure of information concerning the Bank’s activities
In order to ensure that
the Sole shareholder is
able to make informed
decisions, as well as to
provide the interested
parties with information
about the Bank’s activities,
the Bank shall ensure
timely disclosure of reliable
information about the
Bank, including its financial
standing, economic and
business performance,
and its management to
the Sole shareholder and
interested parties.
In the disclosure and (or)
the publication of any
information, the Bank
shall take into account the
provisions of the legislation
on commercial and other
secrets protected by the
legislation.
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The Management Board of the Bank manages operating activities of the Bank.
The head of the Management Board is the Chairman of the Board, acting without
a power of attorney on behalf of the Bank in its relations with third parties.
Financial and operating activities of the Bank are carried out on the basis of its
property, economic, financial and economic autonomy.

The Bank operates
autonomously.

4

Activities on the implementation and observance of the principles of
corporate governance

Observed

In accordance with the Law on joint stock companies, the Bank shall bring
information about corporate events of the Bank to the attention of the Sole
shareholder.
Annual financial statements, long-term strategy, a list of affiliates of the Bank,
as well as a list of issues on the decisions taken by the Board of Directors, and
information on these decisions which should be brought to the attention of the
Sole shareholder and investors according to the Rules for disclosure of information
about the decisions taken by the Board of Directors (approved by the resolution of
the Board of Directors as of 11.07.2016, Minutes No. 11) shall be posted on the
web-site of the Bank on an annual basis.
In accordance with the rules of posting of financial statements on web-sites of
depository, information on corporate events, financial statements and audit
reports, lists of affiliated persons of joint-stock companies, as well as information
on the total amount of the remuneration of members of the executive body at the
end of the year by the order of the Management Board (approved by the order
No. 26 of the Management Board of the National Bank of the Republic of
Kazakhstan as of 28.01.2016) on web-sites of stock exchange, the Bank shall
place financial statements on the Internet resources of depository and relevant
information on the website of stock exchange.
When placing information, the Bank shall adhere to the statutory regulations
on the safety of the banking, commercial and other secrets protected by the
legislation.

House Construction Savings Bank of Kazakhstan JSC

№

Principles of corporate
governance
(in accordance with the
Corporate governance
code of the Bank)

Observed/
Observed not
in full/
Not observed

5
5.1

Principles of legality and ethics
Observed
The Bank shall operate in
strict accordance with the
laws, generally accepted
principles of business
ethics, the Charter, the
provisions of this Code and
its contractual obligations.
Relations between
the Sole shareholder,
members of the Board
of Directors and the
Management Board shall
be based on mutual trust,
respect, accountability,
and control.

The Code of business conduct of the Bank (approved by the resolution of the
Board of Directors as of 30.10.2015, Minutes No.17) was developed taking into
account the recognized world standards of business conduct and corporate
governance and establishes the fundamental values and principles of corporate
(business) ethics to be followed by the Bank’s employees.
In relations with the Sole shareholder, members of the Board of Directors,
Management Board, colleagues, customers, partners, and suppliers, the Bank’s
employees shall be guided by the requirements of the Code of business conduct
of the Bank.
In accordance with the Code of business conduct of the Bank, in order to meet
ethical standards, to avoid actions that may lead to reputational risk, use their
status for personal, group and other unofficial interests, members of the Board
of Directors, members of the Management Board, managing directors, chief
accountant of the Bank, the head of the internal audit service, senior compliance
controller, directors of the Bank’s branches, shall voluntarily assume the following
restrictions not to participate in the Regional development program until 2020
(approved by the Resolution of the Government of the Republic of Kazakhstan
No. 728 as of 28.06.2014), a Pilot project on housing construction in the East
Kazakhstan region (approved by the order of the Management Board of the Bank
No.165 as of 19.08.2015), in the business lines implemented by the Bank, while
this requirement also applies to the family of these employees (spouse, minor
children).

6
6.1

Activities on the implementation and observance of the principles of
corporate governance

Principles of effective dividend policy
The Bank follows the
norms of legislation
and the procedure for
determining the amount
of dividends to be paid by
subsidiaries, approved by
the Sole shareholder.

Observed

In accordance with the procedure for determining the amount of dividends to be
paid by subsidiaries (approved by the resolution of the Management Board of the
National Managing Holding “Baiterek” JSC as of 14.05.2014, Minutes 14/14), the
Bank paid dividends for 2012–2014 to the Sole shareholder.
Dividends for the year 2015 were not paid due to the payment of compensation
to depositors of the Bank, in connection with the transition to a fully flexible
exchange rate regime.

One of the main principles
of the dividend policy is
provision of simple and
transparent mechanism for
determining the amount
and terms of dividend
payments.
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№

Principles of corporate
governance
(in accordance with the
Corporate governance
code of the Bank)

Observed/
Observed not
in full/
Not observed

7
7.1

Activities on the implementation and observance of the principles of
corporate governance

Principle of effective human resources policy
Observed
Corporate governance
in the Bank shall be
based on the principle of
protecting the rights of
its employees as provided
for in the legislation, and
aimed at the development
of partnership relations
between the Bank and
its employees in resolving
social issues and regulating
working conditions.
One of the main points
of human resources
management are the
improvement of working
conditions in the Bank and
observance of the norms
of social protection of the
employees of the Bank.
Corporate governance
should stimulate the
processes of creating a
supportive and creative
atmosphere in the
workplace; promote
the improvement of
professional skills of
employees of the Bank.
The Bank shall select
employees on the basis of
transparent competitive
procedures in accordance
with internal documents of
the Bank.

The main objectives of the Bank’s personnel policy (approved by the resolution of
the Board of Directors as of 31.10.2015, Minutes No.17) are as follows:
 full and timely satisfaction of the Bank’s needs in the workforce of required
quality and quantity;
 consolidating the fundamental values of the effective corporate culture of the
Bank focused on: the development and innovation, efficiency and meritocracy,
team and respect, leadership and initiative;
 successful development of the Bank and the balance of interests of employees,
the Sole shareholder, and clients.
On a semi-annual basis the Bank carries out review of satisfaction of the Bank’s
employees (hereinafter referred to as the Review), in order to:
 study the views of workers about working conditions in the Bank;
 develop and implement a number of proposals for further institutional
development of the company.
Based on the results of the Review (as required), the corrective action plan for
executive heads of units of the Bank shall be developed.
The degree of satisfaction expressed by employees at the end of 3rd quarter was
90 %.
The procedure for providing social support to the Bank employees in accordance
with the legislation of the Republic of Kazakhstan is regulated by the Rules for
the provision of social support to employees (approved by the order of the
Management Board No. 207 dated 08.09.2009).
The Bank supports the desire of its employees to gain new knowledge and selfdevelopment. Educational, sport, intellectual and business events are held for
the Bank employees on a regular basis with a view to creating a supportive and
creative atmosphere in the workplace, as well as the promotion of improvement
of professional skill of the Bank employees. The procedure for and regulation of
training and professional development shall be governed by the Rules for the
organization of training of the Bank employees (approved by the order of the
Management Board No. 34 as of 15.02.2013).
Employment relations with regard to recruitment, selection, admission and
dismissal, granting leave, labor discipline in the Bank, maintaining of military service
registration records of the Bank employees who are liable for military service shall
be governed by Employment regulations and internal labor regulations (approved
by the order of the Management Board No. 66 as of 09.04.2015).
Staff selection methods: screening resumes, series of interview, testing of
professional knowledge, and other sources of information about potential
candidates, not prohibited by law, shall be used.
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№

Principles of corporate
governance
(in accordance with the
Corporate governance
code of the Bank)

Observed/
Observed not
in full/
Not observed

8
8.1

Activities on the implementation and observance of the principles of
corporate governance
Principle of environmental protection

Observed
In its activity the Bank
follows the principles
of the most careful and
rational treatment of the
environment in accordance
with the requirements
of the laws and
recognized standards for
environmental protection.

The Bank’s activity is not related to emissions and environmental pollution with
the use of natural resources and environmental impact.
The Bank shall comply with the requirements of environmental legislation of the
Republic of Kazakhstan and makes the corresponding payments in the budget for
environmental pollution.
Reports of industrial environmental monitoring with instrumental measurements,
reports of greenhouse gas emissions inventory, and reports of protection of
atmospheric air shall be prepared an annual basis.
The report on compliance with environmental management conditions shall be
prepared on a quarterly basis. According to the results of the report – there are no
violations of environmental management conditions.

9
9.1

Principle of fair resolution of corporate conflicts and conflict of interest
Members of the Board
of Directors and the
Management Board,
as well as the Bank
employees, shall perform
their duties in good faith
and reasonably in the
interests of the Bank and
the Sole shareholder,
while avoiding corporate
conflicts and a conflict of
interest.
In the case (occurrence) of
a corporate conflict and/
or a conflict of interests,
executive officers and
employees of the Bank
shall inform the Corporate
Secretary of the conflict
(occurrence) in a timely
manner.
Executive officers, as
well as employees of
the Bank, shall ensure
full compliance of their
activities not only with
the requirements of
the legislation and the
principles of the present
Code, but also the ethical
standards and generally
accepted standards of
business ethics.

Observed

The purpose of the Bank’s Policy of corporate conflict and conflict of interest
resolution (approved by the resolution of the Board of Directors as of 27.03.2015,
Minutes No. 4) is to make the decisions of the Bank’s bodies more effective by
ensuring fair, objective and independent decision making in the interests of the
Bank and its Sole shareholder. The Policy defines a list of measures aimed at
preventing a conflict of interest in the Bank, the basis of which is the collision of
oppositely directed interests, opinions, goals, different views about the way to
achieve them.
The Bank has developed a matrix of incompatible powers that includes the
most significant and critical areas of the conflict of interest, ignoring of which
could potentially lead to significant violations of the legislation of the Republic of
Kazakhstan and/or internal documents of the Bank.
There are no facts about the presence (occurrence) of corporate conflicts.
The Code of business conduct of the Bank (approved by the resolution of the
Board of Directors as of 30.10.2015, Minutes No.17) sets forth the fundamental
values and principles of corporate (business) ethics, which the Bank employees
should follow in their relations with the Sole shareholder, members of the Board of
Directors, the Management Board, colleagues, customers, partners, and suppliers.
The Ombudsman of the Bank shall initiate resolution of disputes related to the
breach of the Code of business conduct of the Bank, including with regard to
corporate conflicts and conflicts of interest, and participate in their resolution. The
corporate secretary of the Bank was appointed the Ombudsman of the Bank.
The Ombudsman has not received any complaints about violations.
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№

Principles of corporate
governance
(in accordance with the
Corporate governance
code of the Bank)

Observed/
Observed not
in full/
Not observed

10
10.1

Activities on the implementation and observance of the principles of
corporate governance
Principle of accountability

The Bank recognizes and
respects the rights of all
its stakeholders and seeks
to cooperate with them
in order to ensure its
development and financial
stability.

Observed

All stakeholders of the Bank are provided with an access to information about the
Bank, in compliance with the Law of the Republic of Kazakhstan ”On access to
information” and the Law on banks.
The work on informing the stakeholders about the Bank’s activity shall be
conducted in accordance with the Marketing and PR strategy for 2016–2017
(approved by the order of the Board of Directors No.142 as of 17.06.2016).

Stakeholders should
be able to obtain
compensation for the
infringement of their rights
as provided by applicable
laws.

Information for stakeholders (all news about the Bank, information about
products, promotions, construction sites, the rules for participation in public
housing programs, on the receipt of applications from depositors to participate
in the pools are published in a timely manner etc.) is updated on an ongoing basis
on the Bank’s official website www.hcsbk.kz. The official website contains a
feedback form.

If a stakeholder is
involved in the corporate
governance process, the
latter must have an access
to substantial, sufficient
and reliable information on
a timely and regular basis.

The Bank is fully represented on the social networks as Facebook, Vkontakte and
YouTube.

Stakeholders should
be able to freely
report to the Board of
Directors on illegal and
unethical actions of the
Management Board, and
their rights should not be
infringed in the event of
such report.

The disclosure policy developed by the Bank (approved by the resolution of the
Board of Directors as of 29.02.2016, Minutes No.4) is aimed at enhancing the
transparency of the Bank’s activities and the formation of a positive image of the
Bank among its shareholders, clients, the general public and employees of the
Bank, and defines a list of documents and information accessible to the public, as
well as the procedure and methods of their provision.

The results of marketing research for 2015 showed that the Bank’s recognition
among the population has reached a high level of 94 %. Assessment of the level of
public confidence in the Bank was 86 % in 2015. Results of these surveys for the
year 2016 will be available in December 2016.

The policy of informing about violations regarding the Bank’s activities (approved
by the resolution of the Board of Directors as of 28.11.2014, Minutes No.17)
regulates the procedure for filing applications about violations in the Bank, their
processing, taking actions based on the results of their consideration. This policy
was introduced due to the desire to provide full protection of the interests of the
Bank, its employees, customers and counterparties.
The Bank’s Antifraud and corruption policy (approved by the resolution of the
Board of Directors as of 17.02.2016, Minutes No. 3) provides for the development
and implementation of versatile and consistent measures to prevent and combat
fraud and corruption in the Bank.
The Bank’s Antifraud regulations (approved by the order of the Management
Board No.140 as of 17.06.2016) introduced the Hotline on fraud issues available
by calling (8 727) 220-97-91 and email antifraud@hcsbk.kz.
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Principles of corporate
governance
(in accordance with the
Corporate governance
code of the Bank)
Members of the Board
of Directors shall be
accountable to the Sole
shareholder and to the
Bank, including for the late
and improper execution of
the decisions of the Sole
shareholder in accordance
with the laws, the Charter
and internal documents of
the Bank.
Members of the
Management Board and
the corporate secretary
shall be accountable to
the Sole shareholder, the
Board of Directors and
to the Bank, including
for the late and improper
execution of the decisions
of the Sole shareholder
and the Board of Directors
in accordance with the
laws, the Charter and
internal documents of the
Bank.

Observed/
Observed not
in full/
Not observed
Observed

Activities on the implementation and observance of the principles of
corporate governance

In accordance with the Charter of the Bank, members of the Board of Directors,
members of the Management Board, who are executive officers of the Bank, in
the case of a breach of their duties, shall be held liable in accordance with the
applicable laws of the Republic of Kazakhstan.
Dismissal does not release from an obligation to compensate for harm caused by
such breach.
The Management Board shall be obliged to abide by the decisions of the Sole
shareholder and the Board of Directors of the Bank and carry out their job
responsibilities in the interests of the Bank.
In accordance with the Regulation on the corporate secretary (approved by
the resolution of the Board of Directors as of 30.09.2014, Minutes No.12),
corporate secretary of the Bank shall act in the interests of the Bank and the Sole
shareholder, perform his/her duties in good faith and in a professional manner;
bear the responsibility established by the legislation of the Republic of Kazakhstan,
the internal documents of the Bank, and the employment contract for the proper
performance of the tasks, responsibilities, rights and duties entrusted to him/her,
as well as for damages to the Bank caused by his/her actions (failure to act).
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