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ABOUT THE BANK STRATEGY

The Regulations on the Bank’s Board of Directors

also provide that the Chairman of the Board

of Directors, in case of corporate conflicts, takes
measures to resolve them and minimize their negative
impact on the Bank's activities, and promptly inform
the Sole Shareholder if it is impossible to resolve

such situations by own efforts. The Bank confirms

CORPORATE RISK MANAGEMENT POLICY
GOVERNANCE AND INTERNAL CONTROL SYSTEM

that as of 01.01.2024 there are no appeals of the Sole
Shareholder in connection with corporate conflict with
the Bank and its officials in 2023.

In 2023, no facts of conflict of interests, including
on the part of the Bank's officials, were identified.

Sustainable Development Management

The Bank recognizes the importance of its impact

on the economy, environment and people to ensure
sustainable development in the long term. As part

of the implementation of this principle, the Bank
approved the updated Sustainability Policy
(hereinafter, the Policy) by the Resolution of the Bank’s
Board of Directors dated 28.12.2023 (the current Policy
is available on the Bank’s website, in the Sustainable
Development/ESG Policies section).

The objectives of the Sustainability Policy are:

 todefine the principles and directions
of the Bank's activities in the field of sustainable
development, including the creation of an efficient
and transparent system of interaction with
stakeholders;

 toestablish the role, competence, responsibility
of each body and all employees of the Bank
for the implementation of the principles
of sustainable development;

 todefine the relationship between sustainable
development and the Bank's key processes.

In addressing sustainable development objectives,
the Bank relies on its mission, the provisions

of the Bank’s Development Strategy, and uses
international norms of behavior and principles set out
ininternational standards in the field of sustainable
development. The Bank’s mission is: Providing homes
for Kazakhstani families and enhancing their sense

of homeland. In this regard, the Bank supports

the government’s housing construction policy.

In accordance with the provisions of the Policy,

the sustainable development management system
clearly defines and enshrines the roles, competences,
responsibilities of each body and all employees

for the implementation of sustainable development
principles and standards.

Strategic management and control over
the implementation of sustainable development is
exercised by the Bank’s Board of Directors.

Sustainable development issues are also delegated
to the Strategic Planning and Corporate Development
Committee of the Bank’s Board of Directors.

The Management Board ensures the formation of an
appropriate sustainable development management
system and its implementation, as well as forms an
appropriate action plan.

The Bank’s Strategy and Corporate Development
Committee is responsible for coordinating sustainable
development actions, reviewing and organizing ESG
issues, preparing recommendations for the Bank'’s
Management Board on approving strategic ESG Policy
documents, defining KPIs and strategic ESG targets,
the approval of which falls within the competence

of the Management Body.

All employees and officials at all levels contribute

to sustainable development. The head of the Bank's
structural unit supervising the direction of actions

in the field of sustainable development is responsible
for ensuring the management of this Policy, as

well as coordinating approaches to achieving

the goals and KPIs of ESG initiatives and control

over the implementation of corporate standards

in the field of ESG, control over the preparation

of the Sustainability Report.

The Bank’s structural units implement an ESG action
plan to ensure the achievement of sustainability
KPIs set out in the Bank’s Development Strategy,
implement the ESG system, and identify ESG risks.

Sustainability reporting is submitted to the Bank's
Board of Directors on an annual basis.

STRENGTHENING A SENSE OF HOMELAND

SOCIAL ENVIRONMENTAL
RESPONSIBILITY SUSTAINABILITY

The main department coordinating the Bank’s
sustainable development issues is the Planning

and Strategic Analysis Department, which performs
the following work:

 plans sustainability activities —analyzing the internal
and external situation, defining sustainability goals
and targets, measures to improve and enhance
the Bank’s performance across the three
sustainability pillars, responsible persons, required
resources and deadlines;

» coordinates the activities of the Bank’s structural
units aimed at achieving the goals and objectives
of this Policy;

e prepares areport on the implementation
of the action plan and KPIs in the field of sustainable
development;

 prepares the Bank's Annual Report including
a section on sustainable development;

» prepares the Bank’s Sustainability Report;

e together with the Human Resources
and Organizational Management Department,
holds training seminars for the Bank's employees
in order to improve the qualifications of the Bank's
officials and employees in the field of sustainable
development with the involvement of external
trainers or independently;
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 interacts with the Bank’s structural units
on sustainable developmentissues, including
coordination of the Bank's internal documents
and action plans in the field of sustainable
development;

 interacts with international organizations,
institutions and agencies on sustainable
development issues.

As part of its activities, the Bank implements 9

UN Sustainable Development Goals, information

on which is provided in the Bank’s Sustainability

Report for the reporting year (the Report is available
on the Bank's website in the Sustainable Development/
ESG Reporting section).

85



86

ABOUT THE BANK STRATEGY

Internal Audit

The activities of the Bank's Internal Audit Department
are based on the International Framework

for the Professional Practice of Internal Auditing

and are carried out in accordance with the principles
of independence, impartiality, honesty, objectivity
and professional competence.

The mission of the Internal Audit Department is

to provide the services necessary to assist the Board
of Directors and the Management Board of the Bank
in fulfilling their responsibilities in achieving the Bank’s
strategic goals.

The main purpose of the Internal Audit Department

is to provide the Board of Directors with independent
reasonable assurance and advice aimed at improving
the Bank’s operations and enhancing the effectiveness
of risk management, internal control and corporate
governance.

The Internal Audit Department is an independent
structural unit and functionally reports to the Board
of Directors and administratively to the Management
Board of the Bank. The activities of the Internal Audit
Department are supervised by the Audit Committee
of the Board of Directors. The Head and employees
of the Internal Audit Department are appointed

by the Board of Directors.

In 2023, the headcount of the Internal Audit
Department was 13 people. The Head of the Internal
Audit Department holds an international CIA (Certified
Internal Auditor) internal audit certificate. Internal
auditors on an ongoing basis carry out continuous
professional development and hold the Diplomas

of Certified Professional Internal Auditors issued

by the UK Institute of Financial Managers (DipPIA

and DiPCPIA).

The main tasks and functions of the Internal Audit
Department are:

 assessing the reliability and efficiency of the internal
control system and risk management system;

e assessing the efficiency of corporate governance
and compliance with ethical standards and values;

 assessment of sufficiency and efficiency of actions
taken by the Bank’s structural units to achieve their
tasks within the framework of the Bank's strategic
goals;

* assessing the reliability of the functioning
of the internal control system for the use
of automated information systems;

CORPORATE RISK MANAGEMENT POLICY
GOVERNANCE AND INTERNAL CONTROL SYSTEM

 providing advice to the Executive Body, structural
units of the Bank on improving internal control
processes, risk management and corporate
governance.

All planned audit tasks for 2023 were completed in full.
Significant problems identified as a result of audits
are related to the human factor, which resulted

in the following key risks: incomplete compliance

of the Bank's internal documents, processes and/

or procedures with the requirements of regulatory
legal acts of the Republic of Kazakhstan (hereinafter,
the RLA), incomplete compliance with information
security requirements, incorrect and/or untimely
entry of data into information systems, incomplete
compliance with the requirements of the Bank's
internal documents.

The main actions taken by the Bank to minimize these
risks and problems included automation of business
processes and technical improvements to the Bank’s
information systems, bringing the Bank’s internal
documents into compliance with the requirements
of the RLA, conducting briefings and training with
the Bank’s employees, as well as applying disciplinary
measures to the Bank's employees.

On a regular basis, the Internal Audit Department
performs audits of the Bank's information systems
and information security. The approved Methodology
for Diagnostics of the Bank's Corporate Governance
provides for assessment of the Bank's ESG policies
and practices. Annual risk-oriented audit plans are
reviewed and approved by the Board of Directors.

In performing its functions, the Internal Audit

Department has confirmed its independence
to the Board of Directors.

STRENGTHENING A SENSE OF HOMELAND

SOCIAL ENVIRONMENTAL
RESPONSIBILITY SUSTAINABILITY

cxternal Audit

In accordance with the laws of the Republic

of Kazakhstan, the determination of the audit
organization auditing the Bank and the amount

of payment for its services falls within the exclusive
competence of the Board of Directors.

In accordance with the Rules for the Procurement
of Goods, Works and Services of the Bank

and the concluded agreement on long-term
procurement of services for audit of financial
statements for 2022-2023 dated 21 December 2021,
based on the resolution of the Management Board
of Baiterek NMH JSC, external audit for the Bank

is performed by PricewaterhouseCoopers LLP.

The term of the agreement is from 01 January 2022
to 30 March 2024. The amount of remuneration

of the auditor for 2023 is KZT 63,280 thousand.

CLIMATE CHANGE APPENDIX

The Bank follows the principle of rotation

of the project partner (having the main responsibility
for the audit) in accordance with the Policy

on Organization of External Audit in the Bank, which is
not more than 7 years.

If the Bank receives non-audit services from an external
auditor, the Bank reviews all services for the possibility
(risk) of a conflict of interest (a situation where

the external auditor’s interest may influence its
opinion on the reliability of the financial statements)
affecting the external auditor’s independence. During
2023, PricewaterhouseCoopers LLP provided non-
audit consulting services (on obtaining ESG rating)

in the amount of KZT 30,800 thousand.

Stakeholder €éngagement

The Bank endeavors to maintain high-quality

and sustainable relationships with key stakeholders
and takes their interests into account when making key
decisions and conducting operational activities.

The principles and procedures of stakeholder
engagement are formulated by the Corporate
Governance Code and the Sustainability Policy.

The Stakeholder Map approved by the Bank
determines the list of key stakeholders

and the degree of their impact. The map allows

the Bank to systematize and visualize information
about the Bank’s environment in order to build an
adequate strategy for working with each stakeholder.
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Identifying and working with stakeholders is one

of the tools that allows improving the business
reputation, the capitalization of the company, as well
as establishing effective and balanced relations with all
stakeholders.

Key stakeholder groups were selected based
on the degree of their impact on the Bank
and the degree of the Bank’s impact on stakeholders.
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ABOUT THE BANK STRATEGY

Stakeholders Interests/motives Tools for impact Engagement strategy

1 Observance of interests Laws of the Republic Ensuring the exercise of the Sole
of the Bank's sole of Kazakhstan, Articles  Shareholder’s rights within
shareholder, Baiterek of Association, internal  the framework of corporate
NMH JSC documents of the Bank  governance principles aimed

at effective adoption of key
Sole Shareholder decisions in accordance with
the laws of the Republic
of Kazakhstan
2 General management Laws of the Republic Determination of the Bank’s
{{ojb} of the Bank's activities, of Kazakhstan, Articles  priority areas of activity
AN except forissues of Association, internal  and development strategy.
referred to the exclusive ~ documents of the Bank
Governance competence of the Sole
Body Shareholder

3 Decision-making on any Laws of the Republic Execution of resolutions
issues of the Bank's of Kazakhstan, Articles  of the Sole Shareholder,
activities not of Association, internal  the Board of Directors
referred by the laws documents of the Bank  of the Bank.
of the Republic
of Kazakhstan Preparation and implementation
and the Articles of development plans and other

Management of the Bank issues related to the Bank’s
to the competence activities.
of the Sole Shareholder
and the Board of Directors

4 Labor relations Labor Code, Execution of official powers
with the employer, employment contract, aimed atimplementation
direct performance internal documents of the Bank's tasks and functions.

Personnel of obligations under of the Bank
the employment contract

5 Implementation Laws of the Republic Control over compliance
of legislative functions of Kazakhstan with the laws of the Republic
stipulated in the laws of Kazakhstan.
of the Republic

Government of Kazakhstan
Authorities
6

Making profit Contractual relations Priority of payment of principal

Investors

under investment,
cooperation/
partnership
agreements

and interest on invested funds,
exclusion of dependence
on financing

STRENGTHENING A SENSE OF HOMELAND

SOCIAL
RESPONSIBILITY

Financial
Institutions

Suppliers

Partners

10

Clients,
Consumers

1"

Auditors

12
(o) =o)

Consulting
Companies

ENVIRONMENTAL
SUSTAINABILITY

Making profit

Making profit,
increasing the level
of competitiveness

Commercial interests

Quality and availability
of product lines

and services

in the housing savings
market

Provision of financial audit

services

Provision of consulting
services
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Interests/motives

CLIMATE CHANGE

Tools For impact

Contractual relations
under investment,
cooperation/
partnership
agreements

Contractual relations
of the supply of goods,
performance of works,
provision of services

Contractual relations

Customer preferences
and satisfaction

Contractual relations

Contractual relations

APPENDIX

Engagement strategy

Priority of payment of principal
and interest on invested funds,
exclusion of dependence

on financing

Compliance with

the requirements

for the organization

of the procurement process

Conclusion of contracts

and agreements on mutually
beneficial cooperation

and mutual understanding.

Improvement of business
processes and their automation.

Control over the execution
of contractual relations.

Improving the quality

and availability of products

and services in the housing
savings market. In 2023,

there were no active legal
actions related to marketing
and communication of financial
product information to new
and regular customers.

Conclusion of contracts for audit
services.

Audit of financial statements,
external audit. The Bank had

no accounting investigations

in 2023.

Conclusion of contracts
for consulting services. Business
process improvement.

Control over the execution
of contractual relations.
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Stakeholders

m

Population

13

14
000
xrn

Public
organizations

STRATEGY

Interests/motives

Quality and availability
of product lines

and services

in the housing savings
market

Various issues related

to the activities of public
and non-governmental

organizations

CORPORATE
GOVERNANCE

Tools For impact
Public opinion.
Appeals to higher and

regulatory authorities,
mass media.

Articles of Association,

contractual relations

STRENGTHENING A SENSE OF HOMELAND

RISK MANAGEMENT POLICY

AND INTERNAL CONTROL SYSTEM

Engagement strategy

Reputation audit, opinion
polls, implementation
of communication strategy.

Publication of the Bank’s
financial and non-financial
statements.

Demonstration of practical
commitment to social
responsibility, operational
transparency and sustainable
development.

Adoption of additional social
commitments, solution of urgent
social problems.

Charitable activities.

Compliance with the laws

of the Republic of Kazakhstan,
support of local public activities,
charity,

provision,

care for the environment.
Employment, social
responsibility.

In the reporting year, the Bank
made no cash contributions

or expenditures to lobbyists

or lobbying organizations, trade
associations and other tax-
exempt groups. The Bank does
not finance political parties,
public associations in order

to gain or maintain an advantage
inits activities.

SOCIAL ENVIRONMENTAL
SUSTAINABILITY

RESPONSIBILITY

Stakeholders Interests/motives

Publications
and information about
the Bank's activities
Mass Media
16 w Increasing

ED:I the market share

of household deposits,
mortgage lending

for the construction

and purchase of housing,
mortgage lending

Competitors

CLIMATE CHANGE

Tools For impact

Publications
and information about
the Bank’s activities

Application of modern
technologies,

growth of the quality
level of services

and products provided
in the financial
market, active
advertising campaign,
development

and introduction

of new lines

of products

and services

in the market

of household deposits

APPENDIX

Engagement strategy

Compliance with the laws

of the Republic of Kazakhstan,
development of bilateral

and multilateral relations with
the media.

Strategy to reduce the level
of competition:

cooperation on terms that are
unattractive to competitors;

increasing the level of staff
commitment to the Bank;

expanding presence
in the country;

development and introduction
of new product lines and services
in the housing savings market;

cooperation for mutually
beneficial solutions to problems.

The process of organizing the Bank’s stakeholder
engagement is based on the engagement principle,
which implies taking into account the interests

of stakeholders at all stages of the Bank's business
management process and involving stakeholders

in discussing significant topics and important issues,
potential risks and boundaries of responsibility.

The Bank’s strategy of engagement with each
stakeholder, as well as tools for impact, are determined
by the Bank’s structural units independently
depending on the specifics of their activities.
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The Bank’s mechanisms for receiving questions
and/or complaints from stakeholders and how

to respond to them in a timely manner, including
grievance mechanisms and external communication
mechanisms, are clearly presented on the Bank's
website in the Sustainable Development/Corporate
Responsibility section.

The Bank’s employees responsible for stakeholder
engagement are defined in the Bank's relevant
operational documents and their contacts are posted
on the Bank's website in the Sustainable Development/
ESG Contacts section.
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Customer PriVAcy

The Bank ensures the privacy of customers
and protection of personal data in strict compliance
with the laws of the Republic of Kazakhstan.

Personal data of the customers is collected by front
office employees with the consent of the customers
or their representatives. Customer personal data is
processed and used within the limits and to the extent
provided for by the customer’s consent, as well

asin cases stipulated by the laws of the Republic

of Kazakhstan, by the Bank’s employees (consultants,
agents working under an engagement agreement,

a paid services agreement) directly using them

for official purposes.

The Bank may not transfer processed personal data
to third-party organizations and (or) third parties
without the customer’s consent, except for cases
stipulated by the laws of the Republic of Kazakhstan.

Processing of publicly available personal data
obtained from appeals and requests of organizations
and individuals, biographical directories, telephone,
address books, mass media, and in other cases
stipulated by the laws of the Republic of Kazakhstan
may be carried out without the customer’s consent.

The Bank takes the following measures to ensure
the confidentiality of personal data:

1. an undertaking of non-disclosure of information
constituting a trade secret and other confidential
information of the Bank is signed with all employees
when concluding an employment contract, and with
agents, consultants when concluding an engage-
ment agreement or a paid services agreement;

2. employees, employees of structural units do not al-
low dissemination of personal data without the con-
sent of the customers or their legal representative,
or other legal basis. Customer personal data is
disclosed to third parties only with their consent
or their legal representative’s consent, or other legal
basis.

CORPORATE RISK MANAGEMENT POLICY
GOVERNANCE AND INTERNAL CONTROL SYSTEM

3. all structural units and employees, as well as agents
and consultants of the Bank take measures aimed
at timely detection and identification of facts of un-
authorized access to personal data, namely notifi-
cation of theirimmediate supervisor and internal
control unit of all suspicious situations and violations
in the work with customer personal data;

4. prevention of unauthorized access to personal data
and (or) their disclosure to persons who have no
right of access to such information by restricting
access to electronic databases of personal data with
a password, to paper versions of personal data -
to persons having official access only;

5. other measures not provided for in this Procedure,
but ensuring continuous control over ensuring
the level of protection of personal data.

In case of violation by the Bank or other persons
having access to customer personal data of the rules
governing the receipt, processing, storage, transfer
and protection of customer personal data, they bear
disciplinary, administrative, civil or criminal liability

in accordance with the applicable laws of the Republic
of Kazakhstan.

In 2023, 3 cases of disclosure of information related
to bank secrecy were registered. The violations

were committed by the Bank's workers/employees.
In connection with the confirmed facts, as well as

in order to prevent similar cases, the Bank took
anumber of necessary measures: terminated
employment contracts with the relevant employees,
implemented an audit trail of data, carried out relevant
work, convened the Personnel Commission, imposed
strict disciplinary measures on the Bank's employees
vested with supervisory functions in customer
relations.

There is no litigation related to customer privacy
in 2023.

STRENGTHENING A SENSE OF HOMELAND

SOCIAL ENVIRONMENTAL
RESPONSIBILITY SUSTAINABILITY
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