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KEY INDICATORS

KEY INDICATORS
DEPOSIT AND LOAN PORTFOLIOS
House Construction Savings Bank of
Kazakhstan JSC is the only bank in the country
that implements the house construction
savings system. The goal of the HCS system is to
improve the living conditions of the population
by promoting housing construction deposits
and granting housing loans to depositors.
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ADDRESS BY THE CHAIRMAN
OF THE BOARD OF DIRECTORS
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DEAR CUSTOMERS AND PARTNERS!
I am glad to greet you and present the annual
report of House Construction Savings Bank of
Kazakhstan JSC for 2019.
In the reporting year, the Bank successfully
implemented its strategic and socially important
tasks, including through the active involvement
in the implementation of Nurly Zher state
program and its new direction - “Lending to lowincome families for the purchase of housing”.

AIDAR
ARIFKHANOV
CHAIRMAN OF THE BOARD
OF DIRECTORS

Within the framework of Nurly Zher program,
8,634 loans were issued to citizens of Kazakhstan
in the amount of KZT 67.2 bn at a reduced rate
of 5% per annum. In addition, the amount of
KZT 50 bn was allocated to the Bank from the
republican budget to implement the program
component «Lending to low-income families
for the purchase of housing». In 2019, 4,223
loans worth KZT 42.7 bn were issued out of
these funds to large and single-parent families,
as well as to families raising children with
disabilities. At the end of the reporting year, the
Bank approved another 795 loan applications.
In 2019, House Construction Savings Bank was
ranked first in the long-term deposits market
with a share of 34%. The percentage of HCS

system participants in the economically active
population of the country increased and
amounted to 16.9% (according to estimates
of the SC MNE RK), which indicates a growing
savings culture in Kazakhstan. At year-end
2019, the Bank became a leader in the housing
construction and mortgage loans market with
a share of 61%. The Bank ranks seventh among

1.2 million depositors of House Construction
Savings Bank received a state reward for a total
amount of KZT 38.8 bn.
Today, international rating agencies Moody’s
Investors Service (Ваа3) and Fitch Ratings
(ВВВ-) rank the Bank as the best commercial
bank of the Republic of Kazakhstan in terms

AT THE END OF 2019, 1.2 MILLION DEPOSITORS
OF HOUSE CONSTRUCTION SAVINGS BANK RECEIVED
A STATE REWARD FOR A TOTAL AMOUNT OF KZT 38.8 BN
27 second-tier banks in terms of assets and is
the fourth biggest bank in terms of equity.

of the ability to compete and development
indicators.

According to the Housing Construction Savings
in the Republic of Kazakhstan Act, deposits from
clients of House Construction Savings Bank
are annually rewarded with a state premium
(20% of the deposit amount with a maximum
deposit amount of up to 200 MCIs) regardless
of the form of ownership. At the end of 2019,

In 2020, the Bank will continue to develop
the housing construction savings system in
Kazakhstan, fulfilling an important social task of
improving housing conditions of the population
of the Republic of Kazakhstan.

Best regards,
Aidar Arifkhanov
Chairman of the Board of Directors
House Construction Savings Bank
of Kazakhstan JSC
5
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ADDRESS BY THE CHAIRMAN
OF THE MANAGEMENT BOARD

2019 ANNUAL REPORT

DEAR LADIES AND GENTLEMEN, CLIENTS AND PARTNERS!
The year 2019 has become a landmark for House
Construction Savings Bank. This year was marked
by purchasing new apartments, activation of
citizens’ savings and the start of a new socially
important focus area of Baqytty Otbasy state
program - «Lending to low-income families for
the purchase of housing».
In the reporting period, 50,323 people became
homeowners thanks to House Construction
Savings Bank. This year became record-breaking
in the history of the Bank in terms of loans issued.
In total, HCSB clients received available loans in
the amount of KZT 527.4 bn.

LYAZZAT
IBRAGIMOVA
CHAIRMAN OF THE
MANAGEMENT BOARD

6

A high demand for our products can be explained
by their availability and social orientation of the
financial institution. Another important factor
is high public trust in the Bank’s activity. The
level of a savings culture promoted by House
Construction Savings Bank among our citizens
is growing from year to year. This is evidenced
by opening 406,954 new deposits in 2019. As
of January 1, 2020, a total of 1,553,276 active
savings accounts with an aggregate accumulation
of KZT 806 bn were operated by the Bank.
In 2019, one of the most important tasks of
the Bank was to launch and implement Baqytty
Otbasy state program for low-income families.
During the year, we have worked extensively,
prepared and optimized all processes, and
accepted more than 5 thousand applications
for more than KZT 50 bn. As a result, 4,223
loans were issued for a total of KZT 42.7 bn and
another 795 loan applications were approved at
the end of the reporting period.
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We have coped with the task set before us
by the government and the President of the
state Qasym-Jomart Tokayev. Thousands of
Kazakhstan people now have the opportunity to
live in their own warm and safe apartments.
Citizens, whose applications were rejected
under the terms of Baqytty Otbasy program,
were allowed to take part in Nurly Zher program.
As part of this program, the Bank issued 8,634
loans.
In addition, we issued 4,593 loans to the military
of Kazakhstan. For the second consecutive year,
HCSB has been implementing a special housing
program for the military population at the cost
of the Bank’s own funds and borrowings from
the market for a total of about KZT 100 bn. For
two years, 6,592 military men received loans out
of these funds to purchase their own homes.
Besides special social programs, the HCS system
as a whole allows any citizen of Kazakhstan to
purchase housing on favorable terms. It’s worth
noting that payments on loans provided by the
Bank will not become a heavy burden on the
family budget in the future. Loan repayments
can be affordable for any category of clients
depending on the term and amount of savings.
That is why the Bank has the lowest NPL level
(loans overdue for more than 90 days) with a
share of 0.16% in 2019 compared to the national
average of 8%.
To provide better services to our clients within
a short time, the Bank is constantly working
to improve banking processes. In 2019, we
introduced services for preliminary banking

qualification and accepting loan applications
remotely through the Bank’s consultants. Today,
our clients can preliminary calculate their loan
capacity without visiting the bank. They can do it
remotely. Thanks to this innovation, the number
of visits to the Bank branches has reduced half
as much.
ACRMsystemintroducedinourcallcenterallowed
the Bank to significantly accelerate and improve
the client service by making all communications
with clients in a single information space and in
a short time.
We will continue to implement housing programs
and process digitalization in order to provide
every citizen of Kazakhstan with a possibility
to purchase own home. Indeed, the availability
of housing is an important factor of faith in the
future and trust in the government.

Best regards,
Lyazzat Ibragimova
Chairman of the Management Board
House Construction Savings Bank
of Kazakhstan JSC
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KEY EVENTS

01

02

JANUARY

MARCH

• The Bank approved its Corporate Program ǞǞ The Bank signed an agreement worth KZT
enabling organizations to support their
1 billion with the akimat of Almaty under
employees and help them improve housing
Baqytty Otbasy regional budget lending
conditions
program. Also, an agreement was signed to
ensure cooperation in the field of lending.
• A new product, Gift Certificate, was
introduced providing a possibility to ǞǞ Zhasyl Meken event was organized and
held with the participation of more than
transfer free of charge a HCS contract to a
35,000 people to plant trees in the territory
third party as a gift.
of certain sites.
ǞǞ The Bank received KZT 50 billion to issue

preliminary and interim housing loans under
Nurly Zher state housing development
program.

18
7
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03

APRIL

04

MAY

• L. Ibragimova, Chairman of the • The Sole Shareholder of the Bank changed
the composition of the Board of Directors.
Management Board of the Bank and
A. Karsybekova, Director of the Human
Resources Department took part in
the XIV International HR Conference
«Organization of Happiness» in the city of
Nur-Sultan.

KEY EVENTS
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KEY EVENTS

05

JUNE

06

JULY

• The Bank signed an agreement worth KZT ǞǞ The Bank placed its own bonds in the
2 billion with the akimat of Almaty under
amount of KZT 20 billion in the framework
Baqytty Otbasy regional budget lending
of the first bond program.
program.
• The Bank launched lending to low-income
families for the purchase of housing under
Nurly Zher state housing program.

18
8
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07

AUGUST

08

DECEMBER

• On August 27, 2019, the international • The Bank launched a pilot project for
rating agency Moody’s Investors Service
remote opening of deposits through the
changed the long-term rating outlook of
Video Service using biometric verification
HCSBK from ‘Stable’ to ‘Positive’.
of the First Credit Bureau.

ABOUT THE BANK
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ABOUT THE BANK

HOUSING CONSTRUCTION
SAVINGS SYSTEM

House Construction Savings Bank of Kazakhstan
JSC (HCSBK) was created in 2003 in order to
improve and increase the efficiency of longterm financing of housing construction and the
development of a housing construction savings
system aimed at improving housing conditions
of the population.

One of the important areas of social policy in
Kazakhstan is to provide citizens with affordable
and high-quality housing. Economic growth and
social orientation of the government formed
a basis for the development of a housing
construction savings (HCS) system, which is
regulated by the Housing Construction Savings in
the Republic of Kazakhstan Act dated December
7, 2000.

RATINGS

The main activities of the Bank include:
• accepting deposits in housing construction
savings, opening and maintaining deposit
accounts;
• providing depositors with housing, preliminary
and intermediate housing loans to improve
housing conditions.
The founder of the Bank is the Government of
the Republic of Kazakhstan represented by the
State Property and Privatization Committee
of the Ministry of Finance of the Republic of
Kazakhstan, which has the right to dispose of the
state-owned shares in the Bank. Since August
2013, Baiterek NMH JSC has been the Sole
Shareholder of the Bank.

10
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Long-term rating on deposits in
national currency: Ваа3
Short-term rating on deposits in
national currency: Prime-3
Basic credit rating: ba2

Rating outlook: Positive

Long-term issuer default rating
in national currency: ВВВShort-term issuer default rating
in national currency: F3
Rating outlook: Stable

The HCS system has been operating in Kazakhstan
for 16 years, and is becoming increasingly popular
among the population of the country.
The main idea of the housing construction savings
system is to save money in the Bank’s savings
accounts in order to obtain housing loans at low
interest rates to improve housing conditions.
According to the Housing Construction Savings
in the Republic of Kazakhstan Act, deposits from
clients of House Construction Savings Bank are
annually rewarded with a state premium (20%
of the deposit amount with a maximum deposit
amount of up to 200 MCIs) regardless of the
form of ownership.
Depositors also have the opportunity to purchase
housing as part of governmental, sectoral or
own housing development programs.

ABOUT THE
О БАНКЕ
BANK
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HOUSING CONSTRUCTION SAVINGS SYSTEM

LENDING OBJECTIVES
The Bank provides its depositors with housing, intermediate and preliminary housing loans to
improve housing conditions, specifically:

1
2
11
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Construction (including
the acquisition of land),
acquisition of housing,
including through its
exchange for the purpose of
improvement.

Housing renovation and
modernization (including
the acquisition of building
materials and payments for
contractor’s work).

3
4

Repayment of debt
resulting from measures
aimed at improving housing
conditions.

Making an initial
contribution to obtain a
mortgage loan from banks
and organizations engaged
in certain types of banking
operations.

ABOUT THE
О БАНКЕ
BANK

BANK DEVELOPMENT CHRONOLOGY

2003
In 2003, HCSBK was
created as a 100% stateowned bank. In the same
year, an extensive work
was carried out to develop
a branch network of the
Bank and attract housing
construction deposits.

In 2005, the Bank issued the
first interim loan and obtained
a license to conduct banking
and other operations and to
engage in dealer activities.

2005

In 2006, the Bank reached a
break-even point and issued
the first housing loan.

In 2011, the first tripartite
agreements on housing
construction were signed
between the Agency for
Real Estate Development
and Public Utilities of the
Republic of Kazakhstan,
LEAs and the Bank.

2011
12

2006

2013
In 2013, Baiterek NMH
JSC became the Sole
Shareholder of the Bank.
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In 2007, the Bank issued the
firstpreliminaryloan.Moody’s
international rating agency
assigned ratings to the Bank.
Also, House Construction
Savings Bank became the first
among Kazakhstan banks
to receive ISO9001:2000
Quality Management System
Certificate of Conformity.
The Certificate is annually
confirmed by an external
independent
certification
agency.

2007

The Bank became a
member of the European
Federation of Building
Societies and the
International Union for
Housing Finance.

2014

2008
In 2008, the number of HCS
contracts exceeded 100
thousand.

2017
In 2017, the number of the
Bank’s depositors was over
1 million. The Bank’s bonds
were issued at KASE.

In 2009, the Sole Shareholder
was changed.

2009

In 2018, the Bank signed a
memorandum with IFC and
placed its bonds at AIFC.

2018
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2010
In 2010, the number of HCS
participants increased to 200
thousand people, and the
Bank’s assets reached the
level of KZT 100 bn.

2019
In 2019, Baqytty Otbasy
program was launched to
provide lending to lowincome families for the
purchase of housing.

ABOUT THE
О БАНКЕ
BANK
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GEOGRAPHY OF OPERATIONS

REGIONAL
NETWORK

AGENT
NETWORK

17

1,575

18

120

4

1

branches

Service
Centers

service outlets
throughout
Kazakhstan

consultants

consulting
centers

legal entity agent Kazpost JSC

The Bank is constantly working to provide all
citizens throughout Kazakhstan with equal
access to its services. The Bank’s branches are
located as conveniently as possible for clients
in terms of their places of residence, study and
work, taking into account the transport and
social infrastructure. For these purposes, in 2019,
the location of two branches (Karaganda and
Central) and two service centers (in the cities of
Nur-Sultan and Ekibastuz) was changed, and the

13
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service outlet was transformed into a service
center (Aktobe). The Management Board of the
Bank also approved the opening of two new
service centers (in Uralsk and in Koshy village).
Today, the Bank operates an extensive network
of consultants (agent network) who advise
customers on products and services of the Bank
and help them to open deposits online without
visiting the Bank.

The Bank is constantly working to develop
remote service channels. In December 2019,
the Bank launched a pilot project for remote
opening of deposits through the Video Service
using biometric verification of the First Credit
Bureau.

ABOUT THE BANK

2019 ANNUAL REPORT

MEMBERSHIP IN INTERNATIONAL ORGANIZATIONS

14

EUROPEAN FEDERATION OF BUILDING
SOCIETIES (EFBS)

INTERNATIONAL UNION FOR HOUSING
FINANCE (IUHF)

The EFBS is an association of credit and other
institutions established to promote and support
housing finance. The Federation was founded on
August 29, 1962 and is one of the first European
credit federations. Over the past 50 years, the
Federation has been representing the interests
of its members in all European countries and
supporting the idea of housing savings in Europe.
Today, the Federation includes about 50 members
throughout Europe. Full membership of HCSBK
in the EFBS provides a unique opportunity for
the development of the housing construction
savings system in Kazakhstan and promotes the
process of integration into the world community
of building societies.

In September 2014, the IUHF decided to include
HCSBK in the composition of its members. This
decision became effective from January 1, 2015.
The IUHF was founded in 1914 and the goal of
this organization is to inform its members about
the latest developments in the field of housing
finance around the world. The Union comprises
108 members from 46 different countries.

2019 © HOUSE CONSTRUCTION SAVINGS BANK OF KAZAKHSTAN JSC

MEMORANDUM ON COOPERATION

• Bausparkasse Schwäbisch Hall (Germany)
• State Mortgage Company
OJSC (Kyrgyz Republic)

• International Finance Corporation

SOLE SHAREHOLDER

Baiterek NMH JSC is the Sole
Shareholder of the Bank with full
rights of ownership and use of the
state-owned shares. Since 2013,
7,830,000 (seven million eight
hundred thirty thousand) ordinary
shares of the Bank have been owned by Baiterek
NMH JSC.
The mission of the Holding is to promote the
sustainable economic growth in the Republic
of Kazakhstan in order to implement the state
policy and achieve the goals set by the 2050
Strategy.
One of the key objectives of Baiterek NMH JSC
is to manage shares (its own and those handed
in trust) in national development institutions,
national companies and other legal entities.

ABOUT THE BANK
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ORGANIZATIONAL STRUCTURE OF HOUSE CONSTRUCTION
SAVINGS BANK OF KAZAKHSTAN JSC
BOARD OF DIRECTORS

Annex #25 to the resolution
of the Board of Directors of
HCSBK
HUMAN RESOURCES,
REMUNERATION AND SOCIAL
AFFAIRS COMMITTEE

CHIEF COMPLIANCE
CONTROLLER

COMPLIANCE CONTROL
DIVISION

DEPUTY CHAIRMAN OF THE
MANAGEMENT BOARD ON
FINANCE AND REPORTING

DEPUTY CHAIRMAN OF THE
MANAGEMENT BOARD ON
BUSINESS

DEPUTY CHAIRMAN OF THE
MANAGEMENT BOARD ON SECURITY
AND ADMINISTRATIVE ISSUES

AUDIT COMMITTEE

CORPORATE SECRETARY

INTERNAL AUDIT
DEPARTMENT

DEPUTY CHAIRMAN OF THE
MANAGEMENT BOARD ON
DEVELOPMENT ISSUES

DEPUTY CHAIRMAN OF THE
MANAGEMENT BOARD ON
INFORMATION TECHNOLOGIES

DEPUTY CHAIRMAN OF THE
MANAGEMENT BOARD ON RISKS
AND INTERNAL CONTROL ISSUES

Banking Products
Development and
Implementation Department

Banking Technology
Department

Risk Management
Department

Advisers

Treasury Department

Sales and Regional
Development Department

Procurement Department

Planning and Strategic
Analysis Department

Information Systems
Development and Support
Department

Internal Control Department

Human Resources
Department

Accounting Department

Contact Center Department

Legal Department

Project Management
Department

Information Technology
Department

Situation Monitoring
Department

Managing Directors

Consolidated Reporting
Department

Branches

Administrative Department

Advertising and Public
Relations Department

Operational
Department

Security Department

Problem Loans Department

Department of Work with
Legal Entities

CHAIRMAN OF THE
MANAGEMENT BOARD

TOTAL
HEADCOUNT

1,389
PEOPLE

15

Meeting minutes #18 dated
December 30, 2019

STRATEGIC PLANNING
COMMITTEE

RISK AND INTERNAL
CONTROL COMMITTEE

2019 © HOUSE CONSTRUCTION SAVINGS BANK OF KAZAKHSTAN JSC

Information Security
Department
Department of Implementation
of State Programs and
Construction Projects

2019 ANNUAL REPORT

ABOUT THE
О БАНКЕ
BANK

The organizational structure of the Bank promotes the effective achieving the strategic goals
and objectives of the Bank.
The structure of the Bank’s Central Office is divided into the following units:

1

2

3

4

5

6

7

Development Unit
consisting of 4
departments of the
Bank:

Business Unit
consisting of 3
departments of the
Bank:

Risk and Internal
Control Unit consisting
of 3 departments of
the Bank:

Finance and Reporting
Unit consisting of 3
departments of the
Bank:

The CEO’s Unit
consisting of 4
components of the
Bank:

Development and
Implementation of
Banking Products,

Sales and Regional
Development,

Risk Management,

Treasury,

Treasury, Accounting
and Consolidated
Reporting consisting of
5 departments of the
Bank:

Internal Control

Accounting

Information
Security, Legal and
Administrative
Unit consisting of 5
departments of the
Bank:

Situational Monitoring;

Consolidated
Reporting;

Development
Unit

Project Management,

Business Unit

Contact Center
the Branches;

Planning and Strategic
Analysis,
Advertising and Public
Relations;

Risk and Internal
Control Unit

Finance and
Reporting Unit

Treasury, Accounting
and Consolidated
Reporting

Information
Technology
Department,
Development and
Support of Information
Systems,
Banking Technologies,
Operations
Non-Performing Loans;

16
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The CEO’s Unit

advisers,
managing directors,
the Security
Department
the Human Resources
Department;

Information
Security, Legal and
Administrative Unit

Information Security,
Administrative,
Procurement,
Legal, and Government
Programs
Development Projects.

2019 ANNUAL REPORT

17

2019 © HOUSE CONSTRUCTION SAVINGS BANK OF KAZAKHSTAN JSC

STRATEGY

02
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STRATEGY
MISSION AND VISION
MISSION

VISION

Provide families of Kazakhstan with their own housing and promote the
sense of homeland.

In 2023 we are a stable, high-tech, client-oriented, socially important
bank that implements the principles of the housing construction savings
system, actively participates in the implementation of state programs,
and supports housing development in order to provide housing to the
population.

VALUES

1

DEVELOPMENT AND INNOVATIONS.

2

EFFICIENCY AND MERITOCRACY.

The Bank is constantly working to improve customer service and internal
processes. The Bank does not tolerate inefficiency, is always open to innovation
and development, and is actively introducing the latest banking and management
technologies. The Bank supports its employees’ ambition for self-development.

The Bank is committed to the highest standards in achieving its goals and promotes
result-oriented performance, and to that end it sets clear goals, achieves them on
time using reasonable resources and regularly evaluates its performance. Meritocracy
means fair and objective assessment of individual efforts, abilities and achievements of
each employee.

18
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3

TEAM AND RESPECT.

4

INITIATIVE AND TEAM SPIRIT.

The atmosphere of mutual respect is a priority of the Bank. The management of the
Bank is aware of each employee’s contribution to the achievement of team goals,
which creates a basis for mutual trust.

Independent and active commitment of employees to optimize the production
process. Collaboration aimed at achieving high results of joint activities and common
intentions.

STRATEGY

2019 ANNUAL REPORT

STRATEGIC DEVELOPMENT GOALS AND OBJECTIVES
According to the approved 2023 Development
Strategy of HCSBK, the key goals of the Bank are:

Increase the percentage
of participants in the HCS
system in the economically
active population up to
17%.

17%

Increase the market share
in mortgage lending up to
36%.

To achieve these goals, the Bank has defined the
following key objectives:

Promoting the HCS system among the public, expanding to foreign
markets;
This objective is accomplished by carrying out the core activities of the Bank and
taking measures to transfer the Bank’s share to the competitive environment.

1

2

36%

Continuous improving the Bank’s products, including as part of the state
social programs;

This objective is accomplished as part of the following strategic lines:
• legislative initiatives;
• improving the efficiency of the Bank’s participation in the implementation of
state social programs;
• improving products and services.

Transfer 70% of customer
service
operations
to
online by implementing
advanced
technologies
and automating business
processes of the Bank.

3

70%

Providing the public with easy access to high-quality services provided
by highly qualified employees.

This objective is accomplished within the framework of the following strategic
lines:
• improvement of sales/service channels;
• improvement/automation of business processes;
• strengthening the HR brand.

19
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WORK PERFORMED IN 2019
IN THE FRAMEWORK
OF STRATEGIC OBJECTIVES
OBJECTIVE 1. PROMOTING THE HCS SYSTEM
AMONG THE PUBLIC, EXPANDING TO
FOREIGN MARKETS

OBJECTIVE 2. CONTINUOUS IMPROVING
THE BANK’S PRODUCTS, INCLUDING AS PART
OF THE STATE SOCIAL PROGRAMS

The Bank on a daily basis informs the population
about the possibilities of the HCS system by
posing information on its products and services,
and provides weekly news, announcements
and product advertisements. In 2019, the Bank
held 21 nationwide and 15 regional advertising
campaigns to promote state programs via 10
alternative communication channels (YouTube,
Facebook, Instagram, gdn krysha, Yandex,
Google, etc.), about 20 lessons in schools and
universities of Kazakhstan to raise awareness

Last year, within the framework of legislative
initiatives, the Bank submitted proposals for
introducing amendments and additions to some
legislative acts of the Republic of Kazakhstan in
the field of housing and utilities. This resulted
in the adoption of the Law of the Republic of
Kazakhstan «On Amendments and Additions to
Some Regulations of the Republic of Kazakhstan
on Housing and Utility Services” No. 284-VI in
December 2019.
During the reporting period, the Bank actively

OBJECTIVE 3. PROVIDING THE PUBLIC
WITH EASY ACCESS TO HIGH-QUALITY
SERVICES PROVIDED BY HIGHLY QUALIFIED
EMPLOYEES
The Bank actively worked to promote the
involvement of the private sector in the
implementation of Own Home program as well as
to increase public confidence and transparency
of the Bank’s operations when implementing
social state programs by producing outdoor
advertisements and posting explanatory
materials on YouTube channel.
The Bank also developed new and improved
the existing products and services, in particular
those focused on solving social problems and

IN THE FRAMEWORK OF COOPERATION WITH FOREIGN BUILDING SOCIETIES, THE BANK
IS CONSTANTLY WORKING TO INTRODUCE THE BEST PRACTICES IN ACTIVITIES.
of the savings system, and 22 contests in social
networks. The total coverage exceeded 1 million
people. In the framework of cooperation with
foreign building societies, the Bank is constantly
working to introduce the best practices in
activities.
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participated in the approval of amendments
and additions to Nurly Zher state housing
development program and the Rules for the sale
of housing built and/or purchased from private
developers under the program, as well as in the
approval of the draft Nurly Zher state housing
and utilities development program for 20202025.
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increasing the inflow of HCS deposits. Also,
the Bank promoted the processes in credit
operations. The Bank is constantly implementing
measures to improve the existing Colvir modules.

In 2019, as part of transition of customer service
operations to online banking, a lot of work was
done for the development of Baspana.kz real
estate portal and HCSB24 Internet banking.
Special attention was paid to the development
of the branch network (including monitoring
and improving the efficiency and profitability of
branches, as well as the creation of the institution
of internal trainers from among employees
of business development units of the Bank
branches).
Certain measures were taken to develop the
Bank’s own Contact Center. As of January 1,
2020, the Bank provided services to almost 170
thousand customers as part of the loan sales
campaign, of which 352 customers received
bank loans. Also, the Bank continued to improve
the efficiency of its agent network.
As for improving and automating business
processes, the Bank implemented a number
of measures to ensure the maximum speed
of expanding its products and services to
the market through the parametrization and
simplification/standardization of the existing
technology landscape, business processes and
scalability of IT systems. A customer relationship
management (CRM) system, including marketing
functions, was introduced in the Contact Center.

STRATEGY
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KEY PERFORMANCE
INDICATORS
In the reporting period, the Bank operated in
accordance with the Bank’s 2023 Development
Strategy, the 2019-2021 Development Plan, the
Charter and internal documents of the Bank.

IN 2019, THE ACTUAL SHARE
OF HCS PARTICIPANTS IN
THE ECONOMICALLY ACTIVE
POPULATION WAS 16.9%, OR
1,556,000 PERSONS.

The key targets for 2019 outlined in the table
below were set based on the above listed
documents:

16.9%

Indicator

Actual
2017

Actual
2018

2019 plan

Actual
2019

Achievement,
%

Participants in the housing construction savings
system among the economically active population
of Kazakhstan, %

12.1

14.1

14.5

16.9

117%

ROE, %

18.8

15.0

9.4

12.4

132%

Housing saving agreements

352,301

386,079

330,000

406,954

123%

Housing loans issued, mln KZT

289,807

359,573

322,348

527,428

164%

1,556
THOUSAND
PERSONS

THE RETURN ON EQUITY AT THE END OF THE REPORTING PERIOD WAS 12.4% THANKS TO POSITIVE RETAINED EARNINGS
FOR THE CURRENT PERIOD IN THE AMOUNT OF KZT 27.6 BILLION WITH A TARGET OF KZT 21.98 BILLION.
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PERFORMANCE RESULTS
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PERFORMANCE
RESULTS

BUSINESS ENVIRONMENT

DYNAMICS OF GROSS DOMESTIC PRODUCT
IN THE REPUBLIC OF KAZAKHSTAN

MACROECONOMIC
INDICATORS
Kazakhstan’s gross domestic product at the end
of 2019 reached the level of KZT 68.6 trillion,
showing 4.5% growth in real terms against the
previous year. Economic growth indicators are
largely related to the expansion of investment
activities and the gradual recovery of domestic
demand. High demand for construction
work, including due to the implementation of
Nurly Zher program, has a positive effect on
investment. The global environment also had
a positive impact on the economy in 2019. The
positive external factors include higher prices
for oil, metals, iron ore and coal, as well as better
economic conditions in the main trading partners
such as the EU, Russia and China.
In 2019, according to the preliminary data,
Kazakhstan’s foreign trade totaled USD 96.08
billion, showing 2% growth compared to the
23

previous year. In particular, exports increased by
14% to USD 38.36 billion.

104.2
101.2

At the end of 2019, the inflation rate was 5.6%
against 5.3% in 2018. The real incomes of people
increased by 6.5% (5% in 2018).
Fluctuations in the currency exchange rate are an
important factor influencing the economy. In this
regard, 2019 was relatively stable. According to
the National Bank of the Republic of Kazakhstan,
the average USD/KZT exchange rate in 2019 was
382.9 tenge per dollar (344.9 in 2018).
Experts expect a recession in the economy
of Kazakhstan in 2020 due to the worsening
situation in the oil markets and the introduction
of quarantine to combat the spread of COVID-19
in the country.
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HIGHLIGHTS
OF THE BANKING SECTOR

STRUCTURE OF THE BANKS’ LOAN PORTFOLIO
IN THE REPUBLIC OF KAZAKHSTAN

As of the end of 2019, there were 27 second-tier
banks operating in Kazakhstan. Last year, total
assets of banks increased by 6.2% reaching KZT
26.8 trillion.
The loan portfolio has the largest share - 50.9%
of total assets. In 2019, the banks’ combined loan

portfolio increased by 7.1% to KZT 14.7 trillion.
Construction and mortgage loans increased
by 31.7% and reached KZT 1.9 trillion. Nonperforming construction and mortgage loans
significantly reduced from KZT 74.7 billion in
2018 to KZT 39.3 billion at the end of 2019.

DYNAMICS OF ASSETS AND LOAN PORTFOLIO OF THE BANKING SECTOR
OF THE REPUBLIC OF KAZAKHSTAN, BLN KZT

23,784

25,557

24,221

25,241

26,814

15,554

13,591

17,763

14,742

Amount,
KZT bln

% to
total

13,762.7

100.0

14,742.0

100.0

7.1

53.6

0.4

47.3

0.3

-11.8

Loans to legal entities

3,928.0

28.5

4,105.3

27.8

4.5

Loans to individuals, including:

4,993.4

36.3

6,329.5

42.9

26.8

for construction and purchase of
housing, including:

1,427.8

10.4

1,880.6

12.8

31.7

– mortgage housing loans

1,330.7

9.7

1,779.9

12.1

33.8

3,508.8

25.5

4,366.5

29.6

24.4

56.8

0.4

82.4

0.6

44.9

4,567.1

33.2

3,961.8

26.9

-13.3

220.6

1.6

298.1

2.0

35.2

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

Loans to small and medium-sized
enterprises (residents of the Republic
of Kazakhstan)
Reverse repurchase transactions

In fact, HCSBK is the only active mortgage
lender among the country’s second-tier banks.
In 2019, the loan portfolio of HCSBK grew by
50% from KZT 0.7 trillion to over KZT 1 trillion.

2014

2015
Assets, KZT bln
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2016

2017
Loan portfolio, KZT bln
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2018

2019

Growth,
%

% to
total

Other loans

15,551

01.01.2020

Amount,
KZT bln

Consumer loans

18,239
14,184

01.01.2019

For five years, HCSBK has been issuing annually
more than 60% of all housing construction and
mortgage loans.

PERFORMANCE RESULTS
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SHARE OF THE BANK IN TOTAL STB LENDING FOR CONSTRUCTION
AND PURCHASE OF HOUSING, %
67

63

64

63

61

2017

2018

2019

33
21.9

16.2

2012

2013

2014

2015

2016

DYNAMICS OF LIABILITIES IN THE BANKING SECTOR
OF THE REPUBLIC OF KAZAKHSTAN
79
73

72

21,290
15,873
11,351

2014

15,605

2015
STB liabilities,
KZT bln

77

76
22,716

22,222

21,129

17,269

2016

16,681

2017

Customer deposits,
KZT bln

17,043

2018

78

23,166
17,977

Share of customer
deposits in liabilities, %

49.7%

2015
25
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27.2%

2016

2017

Over the past 5 years, total personal deposits
across all STBs increased by 58% to KZT 17,977
billion, while deposits in HCSBK during the same
period grew more than threefold (from KZT 248
billion on January 1, 2015 to KZT 806 billion on
January 1, 2020). HCSBK still ranks first among all
second-tier banks in terms of long-term personal
tenge deposits. As of January 1, 2020, the Bank
has 1,553,000 active housing construction
savings agreements with a total savings amount
of KZT 806 billion.

2019

SHARE OF THE BANK IN THE LONG-TERM PRIVATE DEPOSITS

29.4%

In 2019, total banks’ liabilities increased by 4.2%
to KZT 2 trillion. In the structure of liabilities,
customer deposits are accounted for 76.7%
and issued securities - 7.5%. As of January 1,
2020, personal deposits totaled KZT 9.3 trillion,
or 51.8% of all deposits. At the end of 2019,
personal deposits increased by 6.2%.

30.3%

33.5%

2018

2019

At the end of 2019, net profit of the banking
sector totaled KZT 811.8 billion. ROA reached
3.19% (2.61% in 2018), ROE - 25.37% (21.24%).
At the same time, HCSBK reported a profit of
KZT 27,6 billion, overfulfilling the target by 26%.
In 2019, HCSBK achieved good performance
results thanks to its competitive advantages
allowing the Bank to adhere to its strategy of
successful development.

PERFORMANCE RESULTS

In general, the Bank saw positive trends in the
economy and industry in 2019. Factors that
helped HCSBK to increase its market share and
promoted housing construction savings included
a moderate increase in the activity of STBs and
mortgage companies providing loans for housing
construction and purchase, stabilization of real

estate prices, the rollout of new government
programs focusing on the construction of
affordable housing, as well as improved socioeconomic development of the country, higher
household incomes and increased household
spending. The Bank saw a stable growth in the
number of HCS system participants, which, in

STRENGTHS

26

turn, increased a deposit base and household
loans.

OPERATING
RESULTS

Compared with other second-tier banks in
Kazakhstan, HCSBK has the following strengths
ACCEPTING
and weaknesses:

DEPOSITS

WEAKNESSES

1

A unique product (low interest rates on loans,
government bonus on savings).

1

Monoproduct business. Complex product. Sophisticated
consultations.

2

Large customer base.

2

Insufficient level of automation.

3

Own network of consultants (agents).

3

Regulatory constraints for certain services.

4

State participation in the Bank’s equity.

4

Insufficient maneuverability/flexibility (from
procurement to decision making).

5

Participation of the Bank as an operator in the
implementation of housing programs and other
specialized projects.

6

High quality of short-term liabilities.

7

Special tax preferences for participants of the HCSBK
system.
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IN THE LONG RUN, THE BANK EXPECTS TO RELY
ON ITS STRENGTHS TO IMPROVE ITS MARKET
POSITION AND USE ITS WEAKNESSES TO IMPROVE
THOSE AREAS OF DEVELOPMENT.

At the end of 2019, deposits of the Bank totaled
KZT 806 billion, increasing by 29% compared to
2018.
The Bank implements Baspana tariff program
allowing depositors to decide for how many years
to save and what interest rate they would like to
pay on a housing loan. Baspana tariff program
requires that savings should reach 50% of the
contracted amount. The annual interest rate on
savings is 2% (annual effective interest rate is up
to 13% including the government’s bonus).
The size of monthly contributions allows
depositors to reach the final target at the end of
the savings period, provided that contributions
are made continuously throughout the entire
savings period. The final target increases if a
depositor makes advance payments at the initial
stage of accumulation.
Currently, the Bank does not conclude housing
construction savings agreements under the
earlier tariff programs. The agreements
concluded under the earlier tariff programs,
before the introduction of a new tariff program,
remain valid upon conditions of housing
construction savings effective at the time of
signing until the parties fulfil their obligations in
full. The Bank adheres to the policy of full and
timely fulfillment of its obligations to customers.
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DYNAMICS OF HCS CONTRACTS
Number of HCS contracts concluded, comulative, thousands

0.4

5.1

14.6

36.7

68.2

110.6

157.2

214.9

283.9
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479.4
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LENDING
The dynamics of concluding HCS agreements
shows that the public has been increasingly
interested in the development of the country’s
housing construction savings system. Over the
entire period of its activity, the Bank has signed
a total of 2.3 million HCS agreements with the
combined contractual amount of KZT 7.99
trillion. As of the end of 2019, there were 1.6
million active HCS agreements, or 20% more
compared to 2018.

As of January 1, 2020, the Bank issued 223
thousand loans for a total of KZT 1.trillion. As
many as 50.3 thousand loans were issued in
2019 for a total of KZT 527 billion. The Bank’s
loan portfolio grew 50% reaching KZT 1 trillion.

The Bank shows a steady growth in the issue of
loans throughout the entire period of its activity.
The dynamic growth of the loan portfolio since
2012 is due to lending to the population under
Nurly Zher housing construction program.

DYNAMICS OF LOANS ISSUED
Amount of loans issued for the period, KZT bln
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LOAN STRUCTURE BY PURPOSE

72+22+31A
91+4+21A
2018

2019
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71.85%
22.11%
2.73%
1.61%
1.01%
0.67%
91.82%
4.09%
2.58%
0.44%
0.98%
0.09%
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FOR REFERENCE. LOAN PRODUCTS OF THE BANK
The Bank offers its depositors housing, intermediate and preliminary housing loans to improve housing
conditions, specifically:

Purchase of housing and land
Purchase of housing under all
state programs
Housing repair and renovation

Refinancing
Construction
Company-funding of
construction

Purchase of housing and land
Purchase of housing under all
state programs
Housing repair and renovation

Refinancing
Construction
Company-funding of
construction

Housing loan requires a certain
minimum amount of savings,
a minimum savings period (at
least 3 years), a certain final
amount of savings determined
for each tariff program,
confirmation of solvency and
provision of collateral sufficient
to cover the amount of the loan
issued. The loan period is from
6 months to 25 years, interest
rates on loans vary from 2% to
5% per annum (annual effective
interest rate from 2.1%).

Intermediate housing loan
requires early saving or lumpsum payment of the minimum
required amount (at least 50%
of the contractual amount) with
subsequent lending within the
contractual amount, subject
to confirmation of solvency
and provision of sufficient
collateral. The loan period is up
to 25 years, interest rates range
from 2% to 12% per annum
(annual effective interest rate
starts at 2.1%).

Preliminary housing loan is
issued under the government
programs and the Own Home
program. During the period of
using the preliminary housing
loan, borrowers only pay the
interest and at the same time
make contributions to their
deposits until the balance
reaches 50% of the contractual
amount. At the end of the
saving period, the accumulated
savings and the housing loan
are released to repay the
preliminary housing loan. The
maturity and simultaneous
accumulation period for the
preliminary housing loan is
up to 8 years with interest
rates ranging from 2% to 8%
per annum (annual effective
interest rate starts at 2.1%).

PERFORMANCE RESULTS
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PERFORMANCE EVALUATION OF THE BANK’S CORE ACTIVITIES

Indicator

Actual
2016

Actual
2017

Actual
2018

Plan
2019

Actual
2019

Achievement,
%

Housing construction savings agreements

292,116

352,301

386,079

330,000

406,954

123

Loans issued, KZT mln

147,927

289,807

359,573

322,348

527,428

164

ACHIEVEMENT OF TARGETS
At the end of 2019, the Bank overfulfiled its
targets in both the number of HCS agreements
by 23% and loans issued - 64% Analysis of the
Bank’s performance shows a steady increase,
which confirms the relevance, ability to compete
and flexibility of the Bank’s products in the
domestic financial market.

SOCIALLY ORIENTED PRODUCT

The Bank’s activities and its products have a
significant socio-economic impact. The Bank
strives to develop its product line taking into
account the interests of all social groups and
is constantly working to improve its offer.
In 2019, the Bank launched the Corporate
Program enabling organizations to provide
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their employees with social support and
the opportunity to improve their housing
conditions. An organization being a user of
the Program provides funding to employees
through the Bank by placing its own funds
on the Bank’s account or by redeeming the
Bank’s bonds in the amount determined by
the conditions of the cooperation agreement.
In accordance with the Program, organizations
may choose the most favorable conditions
such as the size of the deposit and the final
interest rate for employees.

Last year, the Bank determined new lending
conditions for recipients of housing payments
under the 2019-2025 program «Providing
Housing for Military Personnel and Employees
of Special Government Bodies”.

In March 2019, the Bank launched the Gift
Certificate product, which provides the
possibility to transfer free of charge a HCS
agreement to a third party as a gift. A gift
certificate is valid for 3 (three) months and
has a face value of at least KZT 5,000. A gift
certificate for a HCS agreement is provided at
the time of opening a deposit.

The conditions of saving and lending for the
Arnau children’s deposit were approved. This
program provides an excellent opportunity to
purchase a separate apartment for a child by
the time he or she graduates from school or
university. The deposit is opened for a child
under 18 years old and provides all advantages
of deposits offered by HCSBK (2% bank interest

2019 © HOUSE CONSTRUCTION SAVINGS BANK OF KAZAKHSTAN JSC

In May 2019, a new focus area - lending to
low-income families was approved under the
Nurly Zher Housing Program. Baqytty Otbasy
is a program for large, single-parent families
and families raising children with disabilities,
who can receive a loan to purchase housing at
a historically low rate.

and 20% government bonus). Upon reaching a
3-year saving period, 50% of the contractual
amount and the required level of the target
indicator, the depositor is entitled to receive
a loan at 5% or lower rate. The Bank expects
to introduce this product after completion of
automation by March 1, 2020.
In order to provide financing for capital repairs
of multi-apartment residential buildings
through the HCS system, the Bank made
efforts to participate in the drafting the law of
the Republic of Kazakhstan «On Amendments
and Additions to Some Regulations of the
Republic of Kazakhstan on Housing and Utility
Services». The law was signed by the President
of Kazakhstan in December 2019. One of the
main goals of the Law is to introduce a new
model of managing the housing stock under
the principle of «one house - one association
of property owners - one account». This
means that associations of property owners
will open two separate accounts: current
(for the maintenance of common property)
and savings (to accumulate funds for major
repairs). In order to implement a mechanism
of financing capital repairs, the Bank approved
a corresponding action plan providing for the
opening of savings accounts for associations
of property owners.

PERFORMANCE RESULTS

BANK FEES

IMPROVING SERVICE CONDITIONS
AND PROCEDURES

The Bank is entitled to levy commissions and
other fees for its services and strives to minimize
them. This is to attract as many people as possible
to the housing construction savings system and
to expand the potential customer base.

In 2019, a lot of work was done to improve
service practices with the aim of creating the
most comfortable conditions for cooperation
with customers.

The following changes were introduced to the
Bank commission policy in 2019.
1. The commission for external transfers to repay
the LEA loan issued for partial payment of the
initial contribution was canceled.
2. Commissions for consideration, organization
and issue of preliminary loans under Baqytty
Otbasy program were canceled.
3. The fee for using the Appraiser’s Space portal
at the rate of KZT 2,500 was canceled.
4. Amendments and additions were made to the
commission for early withdrawal of funds from
the savings account.

30

In particular, the Bank approved the terms of

Last year, the Bank updated the HCSB24
mobile application and approved a new «online
assignment» scheme. The Contact Center
employee opened the first deposit through the
video consulting and Biometric Verification by

2019 ANNUAL REPORT

package and storing title and identification
documents.
The issue of canceling the insurance of pledged
apartments on loans issued under the Nurly
Zher state housing development program in

IN 2019, A LOT OF WORK WAS DONE TO IMPROVE SERVICE PRACTICES WITH THE AIM OF
CREATING THE MOST COMFORTABLE CONDITIONS FOR COOPERATION WITH CUSTOMERS.
prolongation of HCS agreements for another
12 months on the current conditions, specifying
the new deposit expiration date in the deposit
passport. The action plan for the implementation
of the HCS subsidy scheme was approved. The
Bank’s proposal for participation in the Program
of the State Educational Savings System (SESS)
was approved. The product line was added with
a new Zhas Otbasy program providing lending
to young families.
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Comparing Two Photos (Bio F2F) services. An
official chat bot was launched in the Telegram
messenger with a full list of services provided

the focus area «Lending to low-income families
for the purchase of housing» was preliminary
approved.

The payment procedures were optimized by
expanding the payment channel (including
payments through SmartBank) of the service
provider - Eurasian Bank JSC.

The Customer Loyalty Concept of HCSBK was
amended.

The project to optimize the process of lending
and post-lending services was approved in
terms of excluding the formation of a valuable

Along with the improvement of the existing
conditions, the Bank is working to develop and
introduce new public products.

PERFORMANCE RESULTS

2019 ANNUAL REPORT

PARTICIPATION IN THE IMPLEMENTATION OF STATE PROGRAMS
IN THE REPUBLIC OF KAZAKHSTAN
IMPLEMENTATION OF THE 2005–2007,
2008–2010, 2011-2014 STATE HOUSING
PROGRAMS AND THE 2020 AFFORDABLE
HOUSING PROGRAM
In accordance with the 2005–2007, 2008–2010,
2011-2014 State Housing Programs and 2020
Affordable Housing Program, the Bank was
appointed an operator to implement them. As
of today, the specified programs have been
completed.

According to the Nurly Zhol program, the Bank
was the operator of the mortgage housing
developed by LEAs and Baiterek Development
JSC. This program was launched in 2015 and is
still under way as part of the Nurly Zher State
Housing Development Program.

IMPLEMENTATION OF THE 2020
REGIONAL DEVELOPMENT PROGRAM

IMPLEMENTATION OF THE 2017–
2021 NURLY ZHER STATE HOUSING
DEVELOPMENT PROGRAM

In 2019, as part of the Program, the Bank issued
to its depositors 584 loans worth KZT 1.8 billion.
Over the entire period, 24,709 apartments with
a total area of 1,561.6 square meters were
completed under the “Housing for all Social
Groups” and “Housing for Young Families” focus
areas. Under the “Housing for All Social Groups”
focus area, 1 residential building was completed
with 72 apartments and a total area of 37,000
square meters.
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IMPLEMENTATION OF THE 2015-2019
NURLY ZHOL STATE INFRASTRUCTURAL
DEVELOPMENT PROGRAM

The Bank is the operator of the Program under
«Construction of Mortgage Housing» and
«Promoting Private Housing Development”
focus areas. In 2019, the Government of the
Republic of Kazakhstan supplemented the
Program with the focus area «Lending to LowIncome Families for the Purchase of Housing»,
which is also implemented with the participation
of the Bank.

2019 © HOUSE CONSTRUCTION SAVINGS BANK OF KAZAKHSTAN JSC

In accordance with the Program, in the period
from 2017 to 2021, the Bank will receive KZT 120
billion to provide preliminary and intermediate
loans to participants in the «Construction of
Mortgage Housing” program. To implement the

IN 2019, UNDER THE “LENDING TO LOW-INCOME FAMILIES FOR THE PURCHASE
OF HOUSING” FOCUS AREA,
A TOTAL OF 4,223 FAMILIES
PURCHASED HOMES WORTH
KZT 42,678 MILLION.
focus area «Lending to Low-Income Families for
the Purchase of Housing», the Bank annually
receive KZT 50 billion of budgetary funds from
2019 to 2021.
In 2019, under the «Construction of Mortgage
Housing” focus area, 113 residential houses
or 6,188 apartments with a total area of 331.9
thousand square meters were completed and

8.6 thousand loans were issued for a total of KZT
67.2 billion. In total, taking into account direct
sales, 8.8 thousand apartments worth KZT 68.4
billion were sold in 2019.
In 2019, under the “Promoting Private Housing
Development” focus area, 54 residential
buildings with a total area of 5.9 square meters
were completed with 137 loans issued for a total
of KZT 1.9 billion.
In 2019, under the “Lending to Low-Income
Families for the Purchase of Housing” focus area,
a total of 4,223 families purchased homes worth
KZT 42,678 million.

BORROWINGS
The Bank’s borrowed funds include loans from
the Government of the Republic of Kazakhstan,
Samruk-Kazyna Sovereign Wealth Fund JSC,
Baiterek NMH JSC, as well as assignments from
the republican and local budgets.
Throughout its history, the Bank raised a total of
KZT 234.9 billion of budget funds provided under
various state and government programs. As of
January 1, 2020, the disbursement amounted to
KZT 226.5 billion, or 96% of the total borrowed
funds.
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INFORMATION
DEVELOPMENT
In accordance with the IT strategy, in the reporting
period the Bank focused on the development
of remote and alternative customer service
channels, as well as the automation of business
processes.

users reached 950 thousand, who made 524,320
payments totaling KZT 35 billion.
The following transactions are currently online:
• Loan application status;
• Automated payments (26,765 payments
totaling KZT 585 million were made);

DEVELOPMENT OF REMOTE AND
ALTERNATIVE SERVICE CHANNELS

• Long-term orders (13,780 orders totaling KZT
1.8 billion (from bank cards and for military
personnel));

Baspana.kz service was launched in 2017 with
the aim of bringing all of the Bank’s depositors,
developers and government agencies into a
single data base. In 2019, the number of users
grew to 182 thousand (130 thousand as of the
end of 2018), 141 objects were placed, 2,191
apartments were sold and 4,260 apartments
were allocated. In the same period, the following
programs were introduced: Direct sales (Own
Home, Nurly zher), Corporate Tariff, longterm orders, Baqytty Otbasy, planned objects,
cancellation of applications, Integration with
СПП according to LEA lists.

• Password registration and restoration
through the ID document number;

HCSBK continues to develop Internet banking,
providing the customers the the opportunity
to receive banking services without visiting a
branch. In 2019, the number of Internet banking
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• Opening of 5,179 current accounts and 6,326
secondary deposits;
• Displaying payment schedules for all types of
loans;
• Online inquiries (252,634 online inquiries);
• Amending the conditions of the HCS deposit
(contractual amount).
The «Online Assignment» service provides
the possibility to purchase or sell rights and
obligations under the HCS agreement with the
Bank. In 2019, a total of 7,880 deposits were
assigned for a total of more than KZT 15.3
billion with saving of KZT 11.3 billion. The Bank
earned KZT 63.7 million.
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The creation of Internet banking for legal entities
is underway. In 2019, the Bank purchased a
module and performed all necessary work.
Today, the project is in the testing phase before
final commissioning.
In order to expand alternative customer service
channels and reduce customer calls to the
contact center, the WhatsApp Business API
chat bot was developed and launched without
integration with banking services. It was tested
in 2019 by 10.6 thousand users and the number
of incoming and outgoing messages totaled
157.8 thousand.
In 2019, the Bank launched a pilot project in
the course of which a contact center operator
opened the first deposit through the video
consultation and biometrics verification services,
using the current BPM process. Currently, thus
project is being tested by the Bank’s employees
to improve biometric identification.
The concept of the «Processing» project was
developed, including an analysis of the required
implementation costs, possible risks and the
amount of required resources and time, a
feasibility study and the assessment of the
possibility and feasibility of implementation.
The integration of the «Registration and
Queuing» application of the Ministry of

Industry and Infrastructural Development was
completed in terms of automatic receipt of
waiting lists from LEAs. The integration with
Baiterek Development in terms of providing
data on completed projects and loan/deposit
portfolio, and with the «Payment Processing
Organization» information system of the
Ministry of Labor and Social Protection was
completed.
Last year, in order to develop its own network of
remote payment channels, the Bank purchased
115 terminals, of which 59 can accept bundles
of banknotes, accelerating threefold the
payment acceptance process. On average, 4,700
customers use the Bank’s payment terminals
every day.
The Bank launched an innovative visual
consulting service integrated with the Bank’s
website, Internet banking and Baspana real
estate portal. Using this service, the customer
can at any convenient time and place establish
an interactive session with the Bank’s contact
center and receive advice on the Bank’s services
and products. Since the launch in July 2018 until
the end of 2019, 10 service operators received
and processed more than 5,500 audio and video
calls per month.

PERFORMANCE RESULTS

AUTOMATION OF BUSINESS PROCESSES
(REORGANIZATION OF THE IT
INFRASTRUCTURE AND ENSURING
TROUBLE-FREE OPERATION OF THE
BANK’S INFORMATION SYSTEMS)

IMPLEMENTATION OF INFORMATION
SYSTEMS WITH THE COMPLETION
EXPECTED IN 2020

DEVELOPMENT
OF BUSINESS PROCESSES

In 2019, as part of the reorganization and
modernization of the IT infrastructure, the
Bank improved the data processing center and
the backup of the Bank’s information system in
the standby data center in Nur-Sultan. The Bank
expanded the server capacities for projects in
the external data center in Almaty. Also, the
Bank developed a backup facility for payment
and telecommunications systems.

In 2019, the Bank completed 8 out of 11 stages
of the ODS project, the purpose of which is to
create a database for remote service channels
in order to ensure continuity, uninterrupted
operation and acceleration of servicing.

In 2019, as part of the development of business
processes, the Bank improved the Colvir
automated banking system, Business Process
Management software and the Social Network
of Consultants (SNC) software.

The CRM system is being implemented in order
to build a single customer service center with
the possibility of automating the processes of
the contact center, and also marketing, sales
tasks and development of relations. As part
of the development of the CRM system, the
Bank automated the functions of the Customer
Loyalty program and performed work to create
a Partner’s account on the Bank’s website.
The project is in the testing phase before final
commissioning.

The process of lending under the focus area
«Lending to Low-Income Families» (Baqytty
otbasy) of the Nurly Zher state housing
development program was automated. The
process of issuing housing loans against a
personal guarantee of up to KZT 3 million,
accepting loan applications and issuing loans
under housing certificates was automated.

The Bank is implementing a decision making
system in order to create automatic scoring
models, both expert and mathematical,
designed to assess customer creditworthiness,
as well as to analyze and assess the financial
efficiency of newly created models for the
loan portfolio and ensure their quick (within a
few minutes) integration into work. In 2019, 6
out of 8 stages were completed. The system is
currently in the testing phase.
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The process of accepting loan applications
under the Nurly Zher program without an
initial payment (with/without the use of a
housing certificate) was launched. The process
of opening/blocking an escrow account
through the BPM system was updated. The
BPM software was integrated with ABIS Colvir
in terms of using the KGDService functionality
and ftp://ftp.salyk.kz tables to check tax arrears
when opening customer accounts.
In 2019, the process of creating long-term
orders was transferred from the SNC website
to the SNC mobile application.
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As part of the pilot project to change the lending
process in the Bank (Prequalification), a unified
loan calculator was introduced; a single-click
deposit operation was unified, auto-filling of
collateral parameters and automatic decision
centre (making decisions based on correctly filled
parameters) were introduced, and procedures
were created on a single service platform to
connect other platforms to the Prequalification
project. To date, Prequalification project has
been launched on the BPM and SNC platforms
for market programs, individual housing
construction and the Corporate programs.
As part of the automation of HR record
management and staff motivation, the
following processes have been implemented
in the BPM software: business trips, advance
reports, assignment of duties, financial aid and
compensation payments.
The Bank automated the process of sending
SMS notifications to its customers using the
following templates: sending a loan application
for revision, presence of overdue contributions
to active deposits, replenishing a special
account, debiting funds from a special account.

PERFORMANCE RESULTS
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FINANCIAL PERFORMANCE
BALANCE SHEET

KEY BALANCE SHEET ITEMS

2017

2018

2019

Change,
2019/2018,
%

762,267

998,340

1,353,275

36

662,310

993,338

50

158,421

-

-

-

-

144,376

130,600

-10

Cash and cash equivalents

62,700

173,374

151,025

-13

Held-to-maturity investment securities

57,925

-

-

-

-

8,845

65,493

641

Other assets

23,163

9,435

12,819

36

Liabilities

609,378

798,678

1,108,573

39

Customer funds

526,796

665,498

902,023

36

Borrowings

72,102

59,570

105,627

77

-

57,731

78,650

36

Other liabilities

10,480

15,879

22,273

40

Equity

152,890

199,662

244,702

23

Main balance sheet items, KZT mln
Assets
Loans and advances to customers
Available-for-sale investment securities
Investment securities at fair value through other comprehensive
income

Investment securities measured at amortized cost

Debt securities issued
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460,058

In 2019, the Bank’s assets increased by 36% and
reached KZT 1.4 trillion. The growth of assets
was largely due to increased loans to customers,
which account for 73% of the balance. In 2019,
loans issued to customers increased by KZT
331 billion, or 50%. The loans portfolio is well
diversified, as the Bank’s 10 largest borrowers
account for less than 1% of the portfolio. At the
end of 2019, the percentage of loans overdue
for more than 90 days was 0.14%, which is
the lowest figure among commercial banks in
Kazakhstan.

IN 2019, THE
BANK’S ASSETS
INCREASED BY

AND REACHED
KZT

36%

1.4
TRILLION

PERFORMANCE RESULTS

The Bank only issue loans to individuals. In
2019, intermediate housing loans increased by
30% and totaled KZT 365.9 billion. Preliminary
housing loans increased by more than 112%
and reached KZT 353.4 billion at the end of
2019. Total housing loans grew by 27% to KZT
276.2 billion.

Investments in securities accounted for 10%
of the Bank’s assets at the end of 2019. Cash
and cash equivalents made up 11%. The Bank
pays close attention to effectively invest the
available funds in order to preserve the Bank’s
assets. At the end of 2019, the Bank’s financial
assets were KZT 340 billion, including securities

DYNAMICS OF LOANS ISSUED, KZT BLN

217
Housing loans

276

167

Preliminary housing
loans

353

280

Intermediate
housing loans

2018

35

357

2019
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36+36+28A
LOAN STRUCTURE
AT THE END OF 2019

36%
36%
28%

Intermediate housing
loans
Preliminary housing
loans
Housing loans

- KZT 253.8 billion, reverse REPO - KZT 66.59
billion, correspondent accounts - KZT 19.59
billion. Government securities accounted for
58.4% of the Bank’s financial assets.
The Bank’s liabilities at the end of 2019 reached
KZT 1.1 trillion (increase of 39%, or KZT 309.9
billion). The customers’ funds accounted for
83% of the Bank’s liabilities. Last year, the
customer accounts showed a growth of 36%, or
KZT 236.5 billion and reached KZT 902 billion at
the end of 2019. As of December 31, 2019, the
10 largest customers accounted for 8% of all
deposits, or KZT 75.3 billion, including KZT 74.9
billion - corporate accounts and KZT 0.4 billion personal accounts.
The Bank has low rates of debt load. In 2019,
borrowed funds of the Bank accounted for 10%
of the liabilities and securities issued - 7%.
In 2019, the borrowings increased by 77% to
KZT 105.6 billion, primarily due to the provision
of financing from the Ministry of Finance of
the Republic of Kazakhstan under the state
development programs, which accounts for
77% of total borrowed funds.
At the end of 2019, the balance of securities
issued was KZT 78.7 billion, which is 37% more
compared to the end of 2018. In July 2019, the
Bank’s coupon bonds of the first issue under the
first bond program totaling KZT 20 billion were
placed through specialized trading at KASE.
Based on the results of specialized trading,
interest rate was set at 10.27% per annum with
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a maturity of 7 years. The Bank also has bonds
issued earlier (in 2018) at Astana International
Financial Center for a total of KZT 57.7 billion
(with a maturity of 15 years and the coupon
rate of 9.58%).

THE BANK’S
LIABILITIES AT
THE END OF 2019
REACHED
INCREASE OF
KZT

1.1
TRILLION

THE
CUSTOMERS’
FUNDS
ACCOUNTED
FOR

39%
83%
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DYNAMICS OF ASSETS, KZT BLN
1,353
998
762
622
474

662

460
327

276

2015

993

2016

2017
Assets

2018

The Bank’s equity in 2019 grew by 23% and
reached KZT 244.7 billion. Such a growth in
equity was due to an increase in additionally
paid-in capital by 48% to KZT 80.98 billion, as
well as an increase in retained earnings by 30%
to KZT 86.2 billion. The share of equity in the
Bank’s balance sheet is 18%, which indicates
a stable and independent financial position of
the Bank.

The Bank continues to maintain a high level of
liquidity and capital adequacy, which significantly
exceeds the regulatory requirements thanks
to proper asset management activities. The
prudential capital adequacy ratios k1, k1-2, k2 in
2019 were at the level of 40%, exceeding more
than fivefold the specified values. The current
liquidity ratio K4 (the ratio of current assets to
short-term liabilities) was 221% with a target of
not less than 30%.

2019

Loans and advances to customers

DYNAMICS OF LIABILITIES, KZT BLN

DYNAMICS OF EQUITY
23%
1,108

503
366

20%

245
18%

200
153

665
527

413

20%

902

799
609

19%

108

119

2015

2016

301

2015

2016

2017

Liabilities
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2018
Customer accounts

2019

Equity, KZT bln

2017

2018

2019

Equity share in the balance sheet, % (right scale)

2019 ANNUAL REPORT

PERFORMANCE RESULTS

KEY INDICATORS

INCOME STATEMENT

KEY ITEMS OF THE INCOME STATEMENT

K1 RATIO

40+60+A 55+45+A 56+44+A 5+95+A
40+60+A 55++A45 56++A44 6++A94
40+60+A 55++A45 56++A44 6++A94

2019

2018

2017

39.8%

54.6%

56.6%

NOT
LESS THAN

5.5%

K1-2 RATIO

2019

2018

2017

39.8%

54.6%

56.6%

NOT
LESS THAN

6.5%

K2 RATIO

2019

2018

2017

39.8%

54.6%

56.6%

NOT
LESS THAN

8%

K4 RATIO

2019

2018

220.7% 500%

37

2017

2100%
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NOT
LESS THAN

30%

2017

2018

2019

Change,
2019/2018,
%

Interest income

53,559

62,605

84,435

35

Interest expenses

-10,704

-13,748

-27,893

103

Net interest income

42,855

48,858

56,541

16

-280

-461

-346

-25

42,575

48,396

56,195

16

833

1,144

1,275

12

Fee expenses

-1,368

-2,360

-5,063

115

Administrative and other operating expenses

-11,774

-14,983

-17,114

14

Other operating expenses

-3,132

-4,725

-6,332

34

Income before tax

27,134

27,472

28,961

5

Income tax expense

-1,547

-1,017

-1,319

30

Income for the year

25,587

26,455

27,642

5

Major items of the income statement, mln KZT

Recovery/(creation) of provision for loan portfolio
impairment
Net interest income after (creation) /
restoration of provision for loan impairment
Fee income

In 2019, interest income of the Bank increased by 35%
to KZT 84.4 billion. 69% of this amount is accounted
for interest on loans issued. Last year, interest income
on loans reached KZT 57.8 billion, which is 46% more
compared to 2018. 31% of interest income comes from
investment securities.

In 2019, interest expenses increased by 103% and
reached KZT 27.9 billion. The main reason for the growth
is increased interest expenses on customer accounts,
which account for 65% of all interest expenses. Interest
on customer accounts in 2019 was KZT 18 billion,
showing an increase of 71% to 2018. The balance of
interest expenses is accounted for interest expenses on
bonds and borrowings.
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At the end of 2019, the Bank’s net
interest income was KZT 56.2 billion,
which is 16% more than in 2018. As a
result, the Bank’s profit for the year

reached KZT 27.6 billion (+5%). In
2019, the Bank maintained sufficient
profitability indicators: ROE - 12.44%,
ROA - 2.35%.

ACTUAL VS. PLAN ANALYSIS

COMPARISON OF THE PLANNED AND ACTUAL MAIN INDICATORS

UoM

Actual
2016

Actual
2017

Actual
2018

Assets

mln
KZT

621,550

762,267

998,340

Equity

mln
KZT

118,882

152,890

199,662

266,883

244,702

92

Liabilities

mln
KZT

502,668

609,378

798,678

918,912

1,108,573

121

ROE

%

19.96

18.83

15.01

9.42

12.44

132

ROA

%

4.12

3.70

3.01

2.01

2.35

117

Deposit base

mln
KZT

407,098

520,245

624,212

734,413

806,004

110

Loan portfolio

mln
KZT

326,576

460,058

669,505

845,134

1,004,333

119

NET INTEREST INCOME, KZT BLN

37

43

Indicator

57

49

27

2015

2016

2017

2018

2019

DYNAMICS OF NET INCOME
20,0
14,1

23

18,8
26

26

15,0

28
12,5

Plan
2019

Actual
2019

1,185,795 1,353,275

Achievement, %
114

15
3,4

4,1

3,7

3,0

2,4

2015

2016

2017

2018

2019

Net income, KZT bln

38

ROE, % (right scale)
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ROA, % (right scale)

At the end of 2019, the Bank demonstrated a growth
in all key performance indicators and exceeded the
target values. In particular, the deposit base exceeded
the target by 10%, the loan portfolio - by 19%. This fact
indicates the growing scale of the Bank’s activities and

public interest in the housing savings system. The Bank
also continues to maintain high profitability indicators,
which still exceed the planned targets. The Bank’s assets
and liabilities exceeded the planned values by 14% and
21%, respectively, mainly due to the expansion of the
client base.

PERFORMANCE RESULTS
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KEY GOALS FOR 2020–2022
In accordance with the Bank’s 2023 Development
Strategy and the 2020-2022 Development Plan,
the following key target have been set.

Indicators

UoM

2019A

2020P

2021P

Return on assets (ROA)

%

2.35

1.64

1.60

Loan provisions to short-term liabilities (no more
than)

%

0.21

0.54

0.91

Participants in the HCS system among EAP

%

16.9

16.0

17.0

Share of long-term deposits of the public in
national currency

%

33.5

28.4

28.6

Share of construction and mortgage loans issued
by STBs and investment companies

%

43.0

37.0

36.0

Ratio of short-term liabilities to assets

%

74

73

71

Transition of customer service operations to
online banking

39

In addition, in 2020–2022 the Bank will focus on the following key tasks:
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%

21

30

40

1

STRONG HR BRAND

2

HIGH PUBLIC CONFIDENCE IN THE GENERAL ACTIVITIES OF THE
BANK, AS WELL AS IN THE IMPLEMENTATION OF SOCIAL STATE
PROGRAMS

3

MAINTAINING HIGH FINANCIAL STABILITY OF THE BANK’S HCS
SYSTEM AND FLEXIBILITY IN RESPONDING TO CHANGES IN
MARKET CONDITIONS THROUGH THE IMPROVED LONG-TERM
MANAGEMENT OF FINANCIAL FLOWS AND FUNDING

4

CONSIDERING A POSSIBILITY OF ENTERING FOREIGN
MARKETS

SALES SYSTEM

04

SALES
SYSTEM

The Bank carries out its activity at fairly high rates of development which is evidenced by the
growth of key indicators. Such dynamics is ensured to a large extent by the efficient sales
system of the Bank, which covers branches, service centers and outlets, consultants and
agents (organizations providing agency services to the Bank under agency agreements),
Internet banking and video banking.

Product sales
system

Bank branches (17
branches, 17 service centers and
5 service outlets)

29.8% (114,989
agreements)

Consultants
(97 consulting
centers)

69.8% (269,587
agreements)

Agents - legal
entities
(Kazpost JSC)

0.4% (1503
agreements)

* loans without transitions.
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MAIN PARTICIPANTS IN THE PRODUCT SALES SYSTEM AND THE NUMBER
OF HOUSING CONSTRUCTION SAVING AGREEMENTS CONCLUDED BY THEM

100%
(38,295 loans)*

Product sales
system

Bank branches (17
branches, 18 service centers and
4 service outlets)

7.4% (30,073
agreements)

Consultants (97
consulting centers)

88.9% (361,945
agreements)

Agents - legal
entities (Kazpost
JSC)

0.4% (1,544
agreements)

Internet banking

3.3% (13,363
agreements)

Video banking

0.0%
(29 agreements)

100%
(50,323 loans)*
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SALES SYSTEM

IN 2019,
THE BANK
PROCESSED

906.7
MILLION
CALLS

PROCESSED VIA
MESSENGERS

157.8
THOUSAND
MESSAGES

42

In 2019, as part of the development of the
contact center, the Bank implemented the
following projects:
• The CRM system was introduced to accelerate
servicing on the incoming and outgoing phone
lines of the contact center;

CONTACT CENTER
The Bank pays close attention to the feedback
from customers and strives for development
in the best interests of its customers. The Bank
receives feedback in the form of requests that
can be written (sent by courier, postal services,
e-mail and via the Bank’s Internet resource) and
oral (received by phone and in the course of
personal visits to the Bank). Requests, if any, are
accepted on a daily basis.

About 188.8 thousand outgoing calls were
made (by requests left on website, requests
for the quality of service, special campaigns,
account replenishment, non-performing loans,
tariff programs/seizure/collection orders). In
2019, 55.8 thousand meetings with clients
were scheduled as part of the selling campaign
by calling the Bank’s customers (as a result, an
inflow of KZT 1.5 billion was received).

The feedback request sector received 4,076
requests in 2019, which is 19.7% less than in
2018 (5,075).

As part of the SMS messaging, 4.8 million
messages were sent in the following focus
areas: Own Home, Nurly Zher, requests to
confirm solvency, start of accepting applications,
replenishing deposits, paying the government
bonus.

In 2019, the Bank processed 906.7 million calls
from customers, which is 1.2% less than in
2018 (920.3 million). A total of 157.8 thousand
messages from 15.6 thousand clients were
processed through messengers.

AS PART OF THE SMS MESSAGING, 4.8 MILLION MESSAGES WERE SENT IN THE FOLLOWING FOCUS AREAS: OWN
HOME, NURLY ZHER, REQUESTS TO CONFIRM SOLVENCY,
START OF ACCEPTING APPLICATIONS, REPLENISHING DEPOSITS, PAYING THE GOVERNMENT BONUS.
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• An international system for assessing the
availability of a contact center (Service Level)
was introduced;
• Customer support and online correspondence
with customers in the WhatsApp Business API;
• The Bank launched a pilot project for remote
opening of deposits through the Video Service
using biometric verification of the First Credit
Bureau.
• A system was introduced to make automatic
calls to customers to provide information
on inflows and the Bank’s promotions and
products;
• A new scheme was introduced to implement
marketing activities aimed at increasing the
inflow to customer deposits
• iSpring remote training system for candidates
and employees was introduced.

ALTERNATIVE PAYMENT METHODS
At the end of 2019, about KZT 450.6 billion
was received through alternative payment
channels, or 70.9% of the total cash receipts in
the amount of KZT 635.7 billion. An absolute
growth to the figure of 2016 was 272%. In 2020,
the Bank expects to increase the share of noncash payments through the Internet banking
application.

PAYMENT THROUGH ALTERNATIVE
CHANNELS

52,4

52

63,6

450,6
70,9

291,2
121

2016

170

2017

Amount of payments
received, KZT bln

2018

2019

Share of all payments
received, % (right scale)
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SALES SYSTEM

ADVERTISING AND PR ACTIVITIES
OF THE BANK
The Bank is constantly and actively working
to promote the housing savings system and
inform the population of Kazakhstan about the
opportunities offered by the Bank. To this end,
large marketing campaigns are held.
Thus, in 2019, the annual republican Zhasyl
Meken event was continued, as part of which
an online voting was organized, involving 30,000
HCSBK depositors. According to the voting
results, residents of houses where landscaping
took place participated in the event and planted
more than 800 tree seedlings. More than 150
participants shared links to the voting page on
social networks asking their friends to vote for
their houses.
The Bank held two massive information
campaigns devoted to the implementation of
the second stage of the Military Product housing
program for the military personnel and Baqytty
Otbasy program for low-income families. The
Chairman of the Bank’s mg shared the results
of work at the meeting of the Public Council of
HCSBK.
During the year, HCSBK held a number of
creative events in the regions to promote the
Bank’s products and attract new depositors to
the housing construction savings system, among
them: Pavlodar River Party, Zhilstroy ICE Party,
Baursak Party, etc. All of these events caught a
great interest among the population and were
widely covered in the media.
As part of celebrating the World Savings Day,
lessons were held in schools and universities in
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Kazakhstan to raise awareness of savings, during
which more than 600 students learned the basics
of financial literacy, familiarized themselves with
the principles and advantages of the housing
construction savings system. Also, on October
31, 2019, the Gemba campaign devoted to the
Savings Day was held in the Bank’s branches.
Throughout the day, top managers and head of
department of the Bank served HCS depositors
in the branches.

to their new homes. In December 2019, a final
press conference was held with the participation
of the Bank’s top managers. Furthermore,
analytical materials and detailed interviews with
the Bank’s management were published during
the year in such media as Forbes, Capital, Karavan
and Vremya.

In total, 9,607 materials referencing to the Bank
were published in the media in 2019. During the
reporting period, the Bank prepared 53 replies to
To promote their own and governmental HCS media inquiries and participated in TV programs.
programs, 26 press tours were organized and
Also, the Bank initiated modernization of its
held with the participation of depositors and
external website. The completely updated
journalists in all regions of the country.
external website was restarted on August 1,
In 2019, the Bank, together with Baiterek Holding 2019. As part of the modernization, the following
and QazTech Ventures JSC, organized and held tasks were accomplished: separation of content
the Baiterek Hackathon. This event brought into informational and sales-related, website
together more than 200 young IT professionals, navigation that motivates to take targeted
students and graduates of technical universities actions, development of services that generate
from different cities of Kazakhstan. They leads, site redesigning, integration with CRM,
presented to the Bank a number of new solutions CEO optimization and web analytics. After 5
months of operation, more than 16 thousand
to improve its business processes.
leads were generated, website impressions in
In total, the Advertising and Public Relations
search engines increased by 44%, the average
Department prepared 44 press releases about
website loading time decreased from 15 to 3-4
the Bank’s products, events and promotions.
seconds, the average page view time increased
Following the distribution of press releases,
by 176%.
522 articles were published in the media. Also,
in 2019, TV Channel 31 launched the Personal The Bank has official pages on social networks
Capital section in the Informburo news program such as Facebook.com, Vk.com and Instagram.
to provide extensive information about new com, and also places video content on Youtube.
tools and products of the Bank, digitalization, com video hosting. In 2019, 148.5 thousand
governmentbonuses,theoperatingperformance people subscribed to the Bank’s pages on social
of the Bank, and stories of depositors who moved networks. At the end of the reporting period the
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number of subscribers totaled 366.2 thousand
people.
72 videos in two languages were produced and
published on the Bank’s official pages on social
networks: instructions and presentations on the
Bank’s activities and products, stories of success
from the Bank’s depositors.
A total of 3.3 million printing products (leaflets,
brochures, posters, stickers), including 45
thousand brochures on the military products,
were produced. The Bank’s advertisements
were placed on 174 outdoor structures. In 2019,
the Bank first began to use a new channel for
online promotions - contextual and targeted
advertising. At the end of the year, 27 nationwide
advertising campaigns were launched, covering
more than 35 million impressions, views and
clicks.
The marketing research conducted at the end
of 2019 showed a 85.1% index of confidence
in the Bank. The recognition of the housing
construction savings system and the Bank was
94.9%. A customer satisfaction is maintained at
95.6%.

85.1%

RESPONDENTS WHO
CONFIDE IN THE BANK’S
ACTIVITY

CUSTOMER
SATISFACTION

95.6%
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CORPORATE GOVERNANCE

05

CORPORATE
GOVERNANCE

CORPORATE GOVERNANCE SYSTEM

INFORMATION ON SECURITIES

SHARE CAPITAL
(KZT ‘000),
except for the number of shares)

Shares
(thous. pcs)

As of January 1, 2018

Ordinary shares

Total

78,300,000

78,300,000

-

-

-

7,830

78,300,000

78,300,000

-

-

-

7,830

New shares issued
As of December 31, 2018
New shares issued
As of December 31, 2019

45

7,830

78,300,000

78,300,000

The Bank provides the Sole Shareholder with all
necessary information regarding the conditions
and procedure for payment of dividends, the
Bank’s financial position, etc. The Bank pays
dividends in accordance with the guidelines for
determining the amount of dividends paid by
the Holding’s subsidiaries as approved by the
Sole Shareholder.

Bank. The amount of dividends is determined
in accordance with the laws of the Republic of
Kazakhstan.

The dividends are calculated based on the
amount of the Bank’s net income recorded in
the annual audited financial statements of the

Based on the decision of the Sole Shareholder,
the Bank paid KZT 7,936.6 million as dividends
for 2018.

The amount of dividends may be determined
by the Sole Shareholder in a special manner
when considering the distribution of profits for
relevant periods.
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The Bank considers corporate governance as
a tool to increase its operational efficiency,
improve its reputation, reduce the cost of capital
raising, and also as its contribution to ensure the
rule of law in the Republic of Kazakhstan and
a factor that defines the Bank’s position in the
modern economy and society as a whole.

3)

Corporate governance of the Bank is based on
the principles of fairness, honesty, responsibility,
transparency, professionalism and competence.
An effective corporate governance structure
implies respect for the rights and interests of
all stakeholders of the Bank and promotes the
success of the Bank, including the growth of its
value and maintenance of its financial stability
and profitability.

internal audit;

Relations between the participants in corporate
governance system of the Bank are guided by
internal documents of the Bank developed on
the basis of international CG standards. The
corporate governance structure of the Bank
complies with the laws and determines the
separation of responsibilities between the
bodies of the Bank.

by the Internal Audit Department on the Bank

In accordance with the Corporate Governance
Code of the Bank, the corporate governance
principles of the Bank include:
1)

separation of powers;

2) protection of the Sole Shareholder’s rights
and interests;

effective management of the Bank by the

Board of Directors and by the Management
Board;
4)

sustainable development;

5)

risk management, internal control and

6)

resolution of corporate conflicts and conflict

of interests;
7)

transparent and objective disclosure of

information concerning the Bank’s activities.
The corporate governance system is reviewed
once every two years in accordance with the
Internal Audit Guidelines of HCSBK approved by
the decision of the Bank’s Board of Directors.
On November 13, 2019, an in-person meeting of
the Bank’s Board of Directors approved a report
on review of the Bank’s corporate governance
system. The overall Bank’s corporate governance
was rated at 95.1%; the risk management and
internal control system is assessed as adequate
(‘Adequate’ rating).
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RATING OF COMPLIANCE OF THE CORPORATE GOVERNANCE SYSTEM IN HCSBK WITH THE BEST PRACTICES OVER TIME

Criterion

Compliance with the best practices, %
2015

2017

2019

Corporate governance structure

85

95

95

Overall commitment to corporate governance principles

50

93.8

93.8

Rights of financially interested parties

75

92.9

92.9

Conflict of interest

85

90

95

Separation of powers

87.5

100

100

Total:

78.3

94.2

95

72.9

91.7

100

25

75

95

Remuneration and succession

78.6

85.7

78.6

Risk management

82.5

92.5

100

Planning and monitoring

81.3

90.6

96.9

72

88.7

95.2

Information policy

62.5

93.8

93.8

Disclosure of financial information

85.7

92.9

96.4

Disclosure of non-financial information

54.5

59.1

93.2

Audit process

85

90

100

Internal audit

82.7

90.4

94.6

Total:

73.8

82.5

94.6

TOTAL RATING

74.3

87.9

95.1

1. Structure

2. Processes
Efficiency of the Board of Directors
Corporate social responsibility and sustainable development

Total:
3. Transparency

46
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Taking into account the results of assessing the effectiveness of the Bank’s corporate governance, the Board of Directors of the Bank approved the
Action Plan to improve corporate governance.

CORPORATE GOVERNANCE STRUCTURE

SOLE
SHAREHOLDER

BOD COMMITTEES

CORPORATE
SECRETARY

COMMITTEES /
COMMISSIONS / WORKING
GROUPS

47
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BOARD OF DIRECTORS

MANAGEMENT
BOARD

CENTRAL OFFICE

CHIEF COMPLIANCE
CONTROLLER

INTERNAL AUDIT
DEPARTMENT

REGIONAL
UNITS

In accordance with the laws of the Republic of
Kazakhstan, the organizational structure of the
Bank consists of the following management
bodies:
• supreme body: Sole Shareholder - Baiterek
NMH JSC;
• governing body: the Board of Directors
responsible for overall management of
the Bank’s activities and control over the
Management Board’s activities;
• executive body: the Management Board
responsible for the Bank’s day-to-day activities
under the supervision of Chairman of the
Management Board;
• Internal Audit Service (IAS) – a body that
monitors financial and economic operations,
reviews internal control, carries out risk
management and advises on how to improve
the Bank’s activities.

CORPORATE GOVERNANCE
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TRANSPARENCY AND EFFECTIVENESS
OF INFORMATION DISCLOSURE
PROCESSES

BOARD OF DIRECTORS
The Bank seeks to ensure the principles of
reliability, trust and high quality in relations with
customers and partners, business transparency
and corporate governance. The Bank’s
information resources meet the requirements
of openness and accessibility.
Every quarter and at the end of the year, the
Bank publishes on its website information on its
financial position, a statement of profit and loss,
information on procurement of goods, works
and services, as well as financial statements and
external audit reports.
Also, the Bank publishes information on its
core activities, annual reports, information on
significant events in the Bank, the structure of
the Board of Directors and the Management
Board, information on existing vacancies, a list
and addresses of branches and affiliates of the
Bank, information on shareholders and partners
of the Bank, and its development strategy.
To ensure information transparency of the Bank,
increase business reputation in society and form
a positive public attitude, the Bank regularly
publishes in media press releases about its
products, housing programs and promotional
offers.
When publishing the information, the Bank
complies with laws and regulations on the safety
of banking, trade and other secrets protected by
the law.
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Members of the Bank’s Board of Directors are
elected by the Sole Shareholder with subsequent
approval by the National Bank of the Republic of
Kazakhstan in the manner prescribed by the laws
of the Republic of Kazakhstan and the Bank’s
Charter.

THE BOARD OF DIRECTORS
OF THE BANK INCLUDES REPRESENTATIVES OF THE SOLE
SHAREHOLDER, THE CHAIRMAN OF THE MANAGEMENT
BOARD AND INDEPENDENT
DIRECTORS.
Independent directors of the Bank are appointed
on a competitive basis for a maximum period of
three years (they may be re-elected for another
three years subject to good performance results)
in accordance with the Guidelines for selection,
remuneration and compensation of expenses of
independent directors of subsidiaries of Baiterek
NMH JSC.
When selecting candidates for the Board of
Directors, the following criteria are taken into
account:
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1
2
3
4
5
6
7

WORK EXPERIENCE AT IN EXECUTIVE POSITIONS

WORK EXPERIENCE AS A MEMBER OF THE BOARD
OF DIRECTORS

LENGTH OF SERVICE

EDUCATION, SPECIALIZATION, INCLUDING THE AVAILABILITY
OF INTERNATIONAL CERTIFICATES

COMPETENCIES IN AREAS AND INDUSTRIES (INDUSTRIES MAY
VARY DEPENDING ON THE ASSETS PORTFOLIO)

BUSINESS REPUTATION

DIRECT OR POTENTIAL CONFLICT OF INTEREST

CORPORATE GOVERNANCE

REQUIREMENTS TO INDEPENDENT
DIRECTORS

1
2
3
4
5
6
7

2019 ANNUAL REPORT

Candidates for a position of an independent
director to the board of directors shall:

MEET THE DEFINITION OF AN INDEPENDENT DIRECTOR IN ACCORDANCE WITH THE JOINT STOCK COMPANIES ACT OF THE
REPUBLIC OF KAZAKHSTAN.

HAVE GENERAL KNOWLEDGE ABOUT KEY ISSUES SPECIFIC TO AN ORGANIZATION SIMILAR IN THE SCOPE AND NATURE
OF THE BANK’S ACTIVITIES, INCLUDING UNDERSTANDING OF LEGAL REQUIREMENTS IN RELATION TO THE BANK AND THE
COMPETITIVE ENVIRONMENT IN THE DOMESTIC AND INTERNATIONAL MARKETS.
HAVE THE ABILITY TO ANALYZE AND OBJECTIVELY EVALUATE THE INFORMATION PROVIDED AND FORM AN INDEPENDENT
OPINION ON THE ISSUE BASED ON THE PRINCIPLES OF LEGALITY, FAIRNESS AND EQUAL ATTITUDE TOWARDS ALL
SHAREHOLDERS. BE ABLE TO EXPRESS THEIR OWN OPINION AND REASONABLY DEFEND THEIR POINT OF VIEW.

KNOW THE PRINCIPLES OF CORPORATE GOVERNANCE.

HAVE AN UNBLEMISHED REPUTATION/POSITIVE TRACK RECORDS IN BUSINESS AND/OR INDUSTRY. THE CANDIDATE’S CV SHOULD
BE FREE OF ANY FACTS OF COMMITTED ECONOMIC CRIMES, AS WELL AS ADMINISTRATIVE OFFENSES IN BUSINESS.

HAVE ENOUGH TIME TO PARTICIPATE IN THE WORK OF THE BOARD OF DIRECTORS, INCLUDING ATTENDANCE AT MEETINGS
OF THE BOARD OF DIRECTORS AND PROPER STUDY OF MATERIALS FOR MEETINGS OF THE BOARD OF DIRECTORS.

NOT BE A MEMBER OF MORE THAN 4 (FOUR) BOARDS OF DIRECTORS IN OTHER COMPANIES.

The Bank confirms that the candidates selected the position of an independent director were checked by the Sole Shareholder of the Bank for
compliance with the above criteria with the establishment of their independence.
49
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As of January 1, 2020, the Board of Directors was composed of 7 members, including three
independent directors. the term of office of the Bank’s Board of Directors is 3 years.

EDUCATION

EDUCATION

Kazakh State Academy of Management (1995),
Diplomatic Academy of the Ministry of Foreign
Affairs of the Republic of Kazakhstan (19982000), Master’s degree from the Columbia
University, Fellow of the Bolashak Presidential
Program (2008), London Business School
(2016).

Al-Farabi Kazakh National University (1997,
1999). Major: Management and Economics,
Master’s degree in Economics.
Turan University (2002). Major: Law.
Lomonosov Moscow State University (2015) .
Executive Management program.

WORK EXPERIENCE
In 2006, served as Deputy Head of the Office
of the Prime Minister of the Republic of
Kazakhstan.

AIDAR
ARIFKHANOV
Chairman of the Board of Directors of
House Construction Savings Bank JSC,
representative of the Sole Shareholder.

POSITION
CEO of Baiterek National Managing Holding
JSC.
Elected as a member of the Board of Directors
of the Bank on January 30, 2019.

50
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In 2006–2017, held the positions of Vice
Minister of Labor and Social Protection of
the Republic of Kazakhstan, Advisor to the
Prime Minister of the Republic of Kazakhstan,
Deputy Chairman of the Informatization
and Communication Agency of the Republic
of Kazakhstan, CEO of Kazakhtelecom JSC,
Deputy CEO and acting CEO of Kazatomprom
National Joint Stock Company, Vice Minister
of National Economy of the Republic of
Kazakhstan.
In January 2017, appointed Deputy CEO of
Baiterek NMH JSC. In December 2017, by
decision of the Board of Directors, appointed
acting CEO of Baiterek NMH JSC.
Has over 22 years of professional experience.

WORK EXPERIENCE
2012 - 2014: CEO of the National Investment
Corporation of the National Bank JSC.

YESZHAN
BIRTANOV
Member of the Board of Directors of
House Construction Savings Bank JSC,
representative of the Sole Shareholder.

POSITION
Managing Director - member of the
Management Board of Baiterek National
Managing Holding JSC.
Elected as a member of the Board of Directors
of the Bank on January 30, 2019. The powers
as a member of the Board of Directors of the
Bank were terminated on March 28, 2019.

In 2014-2015 held the positions of acting
Advisor to the Chairman of the National Bank
of the Republic of Kazakhstan, Department
of Organizational Work, External and Public
Relations, Director of the Planning and Budget
Department of the National Bank of the
Republic of Kazakhstan.
2015-2016: CEO of Kazakhstan Stock Exchange
JSC (KASE).
2016-2017: CEO of the National Investment
Corporation of the National Bank JSC.
Since 2018 - Managing Director of Baiterek
NMH JSC.

Has over 22 years of professional experience.
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EDUCATION

EDUCATION
Kazakh National Technical University, Degree
in Economics Engineering; International
Academy of Business, MBA degree; Association
of Independent Directors, CCGCP Certificate
of Independent Director – Member of the
Association of Independent Directors of NurSultan.

Akmola Agricultural Institute. Major:
Economicsand Management in Agriculture.
Eurasian Humanitarian Institute. Major: Law.
High Business School, Nazarbayev University.
Executive MBA program

WORK EXPERIENCE

WORK EXPERIENCE
Managing Director of Grand AB Group LLP;

From April 2009 to January 2016, CEO of Damu
Entrepreneurship Development Fund JSC.

LYAZZAT
IBRAGIMOVA
Member of the Board of Directors
of HCSBK.

From February 2016 to January 2017, Deputy
CEO of Baiterek NMH JSC.

MIRAS
IBRASHEV

In 2016 appointed Chair of the Board of
Directors of Kazakhstan Mortgage Company
JSC.

Member of the Board of Directors
of HCSBK, Independent Director

Since January 2017 - CEO of HCSBK.

POSITIONS HELD IN OTHER
ORGANIZATIONS:

POSITION
CEO of HCSBK.
Elected as a member of the Board of Directors
of the Bank on January 30, 2019.

Has over 25 years of professional experience.
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Deputy General Director of Taman LLP railcar repair depot; General Manager of
the Association of Railcar Enterprises; Chief
Specialist of Passazhirskiye Perevozki JSC,
finance specialist at Ural Oil and Gas LLP.
Member of the Board of Directors of HCSBK,
Independent Director until May 22, 2019.

Deputy General Director of Astana Trans Group
LLP.
Elected as a member of the Board of Directors
of the Bank on January 30, 2019. The powers
as a member of the Board of Directors of the
Bank were terminated on May 22, 2019.
Membership in the board of directors of other
organizations: no
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General Director, Chairman of the Supervisory
Board of Damir Trans LLP;

Has over 21 years of professional experience.

CORPORATE GOVERNANCE
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Investment Banking JSC, Olzha JSC (Kazakhstan);
member of the Management Board of the France Kazakhstan Chamber of Commerce and Trade;
Member of the Board of Investors of Almaty;
Member of the Management Board of Aspandau
educational foundation.

EDUCATION
Makarov State Maritime Academy,
major: Engineering.
Duke University, Fuqua School of
Business, MBA.

EDUCATION
Leningrad State University (1986, 1992). Major: Higher
mathematics, Ph.D. degree in physics and mathematics.

WORK EXPERIENCE

Copernic, Paris, MBA.

ALEXANDER
BARUNIN
Member of the Board of Directors of
HCSBK, Independent Director

POSITIONS HELD IN OTHER
ORGANIZATIONS:
MegaFon PJSC, Head of Planning, Managerial
Reporting and Financial Control.
Elected as a member of the Board of Directors
of the Bank on January 30, 2019.
Membership in the board of directors of other
organizations: no
52
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General Director of Megafon
International CJSC, Head of Planning,
Managerial Reporting and Financial
Control of Megafon PJSC, General
Director of Megafon Finance LLC,
Corporate Finance Director of
Telecominvest OJSC.

Has over 26 years of professional
experience.

WORK EXPERIENCE
Managing partner at Racurs Consulting.

DOSYM
KYDYRBAYEV
Member of the Board of Directors of
HCSBK, Independent Director

POSITIONS HELD IN OTHER
ORGANIZATIONS:
Racurs Consulting Group LLP, managing
partner.
Elected as a member of the Board of Directors
of the Bank on January 30, 2019.
Member of the Board of Directors and
Independent Director at VTB Bank JSC
subsidiary (Kazakhstan), Tengri Partners

Held the position of Managing Director Deputy CEO
at ATF Bank JSC. Served as Adviser to the president of
the Kazakhoil National Oil and Gas Company and the
president of KazTransOil JSC National Oil Transport
Company.
Worked in a number of foreign companies such
as: Rompetrol, Bucharest, Romania – ConsultantCoordinator for the Change for Good transformation
project. Dyneff, Montpellier, France – Deputy General
Director.
Credit Commercial de France, Head of representative
office of the French banking group.
Trafigura Beheer B.V., representative of the international
trading company in Kazakhstan.
Member of the Board of Directors – Independent
Director of Tengri Partners Investment Banking JSC since
December 2019.
Has over 30 years of professional experience.
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EDUCATION

EDUCATION
Kazakh State University named after Al-Farabi
(1980-1985), major: Economics, Political
Economics

Kostanay State University named after A.
Baitursynov, Institute of Economics (2000,
2004). Major: Finance and Credit.
Lomonosov Moscow State University (20182020) . Master of Business Administration.
program

WORK EXPERIENCE
Head of the sector for social development
challenges,
Institute of Economic Research;
Training consultant, Director of the New
Technology Department of IBS Consulting;

WORK EXPERIENCE

Head of the HR Department of Halyk Bank of
Kazakhstan JSC;

General Manager at Samruk-Energo JSC (2009 2010);

YERSAIN
KHAMITOV
Member of the Board of Directors of
House Construction Savings Bank JSC,
representative of the Sole Shareholder.

POSITION
Managing Director - member of the
Management Board of Baiterek National
Managing Holding JSC.
Elected as a member of the Board of Directors
of the Bank on May 22, 2019.

General Manager at Samruk-Kazyna SWF JSC
(2010 - 2013);

ELMIRA
YERMEKOVA

Director of the Corporate Finance Department
of Baiterek NMH JSC (2013 - 2016);

Head of the HR Department of Halyk
Kazakhinstrah subsidiary insurance company of
Halyk Bank of Kazakhstan JSC.

Member of the Board of Directors of
HCSBK, Independent Director

Head of the HR Department of the National
Bank of the Republic of Kazakhstan;

Since 2016 - Managing Director - member of
the Management Board of Baiterek NMH JSC.

Has over 16 years of professional experience.

POSITIONS HELD IN OTHER
ORGANIZATIONS:
CEO at the Training Center of the National
Bank of the Republic of Kazakhstan JSC
Elected as a member of the Board of Directors
of the Bank on May 22, 2019.

Deputy Director of the Content Department
of Astana EXPO-2017 National Joint-Stock
Company.
Executive Director at Kazkommertsbank JSC.
Advisor to the Chairman of the Board of
Directors of Astana Bank JSC.
Since July - CEO at the Training Center of the
National Bank of the Republic of Kazakhstan
JSC.
Has over 30 years of professional experience.
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EDUCATION
University of York, UK (2006-2010), major:
Philosophy, Political Science and Economics
London School of Economics and Political
Science (LSE), Great Britain (2010-2012), major:
Political Economics in a Later Development
Stage

WORK EXPERIENCE
Business Analyst at Digiet Limited IT company;
Commercial Director at Digiet Limited IT
company;

MARAT
OMAROV
Member of the Board of Directors of
House Construction Savings Bank JSC,
representative of the Sole Shareholder.

POSITION
Managing Director - member of the
Management Board of Baiterek National
Managing Holding JSC.

Advisor to the Minister of Economic
Development and Trade (subsequently the
Minister of Economy and Budget Planning, the
Minister of National Economy) of the Republic
of Kazakhstan;
Deputy Director of the Department of
Formation of the Tariff and Institutional Policy
of the Ministry of National Economy of the
Republic of Kazakhstan;
Managing Director at Kazakhtelecom JSC
CEO at QazTech Ventures JSC.
Since 2019 - Managing Director - member of
the Management Board of Baiterek NMH JSC.

Elected as a member of the Board of Directors
of the Bank on June 10, 2019.
Has over 10 years of professional experience.
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COMPOSITION OF THE BOARD OF DIRECTORS
GENDER STRUCTURE OF THE BOARD
OF DIRECTORS, PERSONS

65+35+A

5

Men

2

Women

STRUCTURE OF THE BOARD OF
DIRECTORS BY CATEGORY, PERSONS

43+14+29A

43%
14%
29%
14%

Independent
directors

Non-executive
directors

Executive
directors

Chairman of the
Board of Directors

AGE STRUCTURE OF THE BOARD OF
DIRECTORS, PERSONS

15+15+70A

1

25-35

1

35-45

5

45-55

STRUCTURE OF THE BOARD OF
DIRECTORS BY LENGTH OF SERVICE,
PERSONS

80+20+A

6

0-3 years

1

3-6 years
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PERFORMANCE RESULTS OF THE BOARD
OF DIRECTORS AND ITS COMMITTEES
In 2019, the Board of Directors of the Bank
organized and held 18 meetings, including 10
meetings by absentee voting. The Board of
Directors addressed 150 issues on which the
following decisions were made: 121 decisions
- by voting in person, 39 decisions by absentee
voting.

more percent of the Bank’s equity, determining
the terms of the bond issue and issuing the
bonds in the over-the-counter securities
market, calculated acceptable risk levels for
2020 and comparison with the current risk level
as of August 1, 2019 and acceptable risk levels
for 2020

According to the internal documents of the
Bank, the Board of Directors annually prepares
a Work Plan and a meetings schedule for the
next year based on the principle of rationality,
efficiency and regularity. In 2019, the Board of
Directors of the Bank carried out its activities
in accordance with its Work Plan for 2019
adopted by the decision pf the Bank’s Board of
Directors on December 24, 2018.

The Board of Directors of the Bank approved
a total of 3 revised internal documents and
amended 29 internal documents of the Bank.

The most important decisions made by
the Board of Directors of the Bank in the
reporting period include reviewing and
approving the 2018-2019 Roadmap for the
Bank’s development strategy until 2023,
implementation of the Bank’s 2014-2023
long-term development strategy for 2018,
corporate key performance indicators of
the Bank and key performance indicators of
members of the Bank’s Management Board
for 2020, budget of the Bank for 2020,
introduction of amendments and additions
to the Charter of the Bank, amendments and
additions to the Corporate Governance Code
of the Bank, increasing the liabilities by ten or
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On a quarterly basis, the Board of Directors
reviewed the Management Board’s reports
on the progress of the Bank’s 2017-2021
Development Plan, the budget, profitability
indicators, progress reports from the
units reporting to the Board of Directors,
management reporting and reports prepared
in accordance with the Resolution No. 29 of the
National Bank of the Republic of Kazakhstan
dated February 26, 2014.
The Board of Directors approved related party
transactions of the Bank (6 issues).
The annual financial statements, the 2018
Annual Report, amendments and additions
to the Charter of the Bank, the Regulation
on the Board of Directors and the Corporate
Governance Code were submitted for review to
the Sole Shareholder with subsequent approval
The table below provides an overview of the
committees’ work.

2019 © HOUSE CONSTRUCTION SAVINGS BANK OF KAZAKHSTAN JSC

No.

Committee

Meetings held

Issues addressed

2018

2019

2018

2019

1.

Audit Committee

12

9

52

60

2.

Strategic Planning Committee

13

11

46

37

3.

Human Resources, Remuneration and
Social Affairs Committee

10

8

28

26

4.

Risk and Internal Control Committee

11

9

38

28

COMMITTEES UNDER THE BOARD OF DIRECTORS
The Bank has 4 committees reporting to the Board of Directors:

1
1
1
1

AUDIT COMMITTEE

STRATEGIC PLANNING COMMITTEE

HUMAN RESOURCES, REMUNERATION AND SOCIAL AFFAIRS COMMITTEE

RISK AND INTERNAL CONTROL COMMITTEE

CORPORATE GOVERNANCE
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AUDIT COMMITTEE
The Committee was created to facilitate the effective performance of the control functions by the
Board of Directors of the Bank. The Committee oversees the preparation of the Bank’s reliable and
complete financial statements and ensures the independence of internal and external audits.

COMPOSITION OF THE COMMITTEE AS OF JANUARY 1, 2020
No.

Name

1.

Alexander Barunin

Chairman of the Committee - member of the Board of Directors, Independent
Director

2.

Elmira Yermekova

Member of the Committee - member of the Board of Directors, Independent
Director

3.

Yersain Khamitov

Member of the Committee - member of the Board of Directors (Managing Director
- member of the Management Board of Baiterek NMH JSC)

In 2019, the Audit Committee of the Board
of Directors arranged and held 9 meetings, at
which 60 issues were addressed and resolved
by in-person voting.
The most important decisions made by the
Audit Committee of the Board of Directors in
the reporting period include the preliminary
approval of audit reports, reviewing the letter to
the management and external auditor’s opinion
on the results of a special-purpose audit of
quasi-public sector entities for the period from
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July 01, 2016 to December 31, 2017, reviewing
the Bank’s proposals on the insurance coverage
of collateral provided by the client, the Bank’s
annual financial statements for 2018, providing
recommendations to the Sole Shareholder
on the distribution of net income for 2018,
reviewing the salary structure for employees of
the Internal Audit Department, special-purpose
audit matters for the period from January 01,
2018 to December 31, 2018, reviewing the
external auditor’s report on the results of a

special-purpose audit of quasi-public sector
entities, considering a letter-report to the
management from the external auditor based
on the results of the interim audit for 9 months
of 2019, determining the term of office and
official salary of Director of the Internal Audit
Department, and other issues.
On a quarterly basis, the Audit Committee
reviewed reports of the Internal Audit
Department and condensed interim financial
statements (unaudited) for 6 months of 2019.
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STRATEGIC PLANNING COMMITTEE
The Committee was created to facilitate the effective performance of control functions by the
Board of Directors of the Bank, to prepare recommendations on the development of focus areas
and strategic goals, as well as to develop measures to enhance the efficiency of the Bank’s activities.

COMPOSITION OF THE COMMITTEE AS OF JANUARY 1, 2020
No.

Name

1.

Dosym Kydyrbayev

Chairman of the Committee - member of the Board of Directors, Independent
Director

2.

Alexander Barunin

Member of the Committee - member of the Board of Directors, Independent
Director

3.

Marat Omarov

Member of the Committee - member of the Board of Directors (Managing Director
- member of the Management Board of Baiterek NMH JSC)

4.

Elmira Yermekova

Member of the Committee - member of the Board of Directors, Independent
Director

In 2019, the Strategic Planning Committee of
the Board of Directors organized and held 11
meetings at which 35 issues were addressed
and resolved by in-person voting.
The most important decisions made by the
Strategic Planning Committee of the Board
of Directors in the reporting period include
the preliminary approval of the Management
Board’s report on the Bank’s performance
results for 2018, certain types of standards
and other limits of administrative expenses,
the report on the implementation of the 20172021 Development Plan of the Bank for 2018,
the report on the implementation of the annual
budget and profitability indicators as of January
1, 2019, the report on monitoring of the Bank’s
57
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development strategy until 2023 and the 2019- terms of operations, the Bank’s Charter, the Rules
2021 Action Plan for the Bank’s development for consideration of customers’ applications in
strategy until 2023.
the process of providing banking services, the
Regulation on the Credit Committee of the
Also, the Committee approved the 2019 annual
Bank.
budget, restated area standards for specific
premises and customer service areas, the report On a quarterly basis, the Committee preliminary
on the implementation of the annual budget approved the Management Board’s reports on
and profitability indicators of the Bank as of the execution of the Bank’s development plan,
October 1, 2019, the 2020 annual budget, and budget, profitability indicators, management
determined the conditions for the issue and reporting and reports prepared in accordance
issuing of HCSBK bonds in the over-the-counter with the Resolution of the National Bank of the
securities market.
Republic of Kazakhstan No. 29 dated February
26, 2014.
The
Committee
preliminary
approved
amendments and additions to the following The Committee also preliminary approved
documents: the list of regulations, the general related party transactions of the Bank (6 issues).
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HUMAN RESOURCES, REMUNERATION AND SOCIAL AFFAIRS COMMITTEE
The Committee was created to facilitate the effective performance of control functions by the
Board of Directors of the Bank, to prepare recommendations on the human resources policy,
election (appointment), remuneration of the Bank’s executives and employees who are appointed
by the Board of Directors of the Bank, and also to increase the efficiency of the Bank’s management
practices related to social affairs.

COMPOSITION OF THE COMMITTEE AS OF JANUARY 1, 2020
No.

Name

1.

Elmira Yermekova

Chairman of the Committee - member of the Board of Directors, Independent
Director

2.

Alexander Barunin

Member of the Committee - member of the Board of Directors,Independent
Director

3.

Marat Omarov

Member of the Committee - member of the Board of Directors (Managing Director
- member of the Management Board of Baiterek NMH JSC)

In 2019, the Human Resources, Remuneration
and Social Affairs Committee organized and held
8 meetings at which 26 issues were addressed
and resolved by in-person voting.
The most important decisions made by the Human
Resources, Remuneration and Social Affairs
Committee of the Bank’s Board of Directors in
the reporting period included the preliminary
approval of appointment and determining
the term of office of the Bank’s Ombudsman,
certifying employees of the internal audit
unit, determining the composition of the
certification commission and its secretary, the
2019 advanced training plan for members of the
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Board of Directors, corporate and personal KPIs
for the CEO and members of the Management
Board of the Bank based on the results of 2018,
the total headcount of HCSBK and introducing
amendments to the organizational structure,
2020 KPI targets for members of the Management
Board, KPIs for the Corporate Secretary, wage
structures for the Chief Compliance Controller
and the Corporate Secretary.

remuneration and bonuses, performance
assessment and social support of employees
of the internal audit unit, the chief compliance
controller and corporate secretary reporting to
the Board of Directors of HCSBK.

On a quarterly basis, the Committee preliminary
approved progress reports of the Board of
Directors, its committees and the corporate
secretary, management reporting and reports
The
Committee
preliminary
approved prepared in accordance with the Resolution of
amendments to the Rules for the internal policy
the National Bank of the Republic of Kazakhstan
of remuneration, performance assessment and
No. 29 dated February 26, 2014.
bonuses of executive employees of HCSBK,
amendments and additions to the Rules of
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RISK AND INTERNAL CONTROL COMMITTEE
The Committee was created to facilitate the effective performance of control functions by the
Board of Directors of the Bank, to prepare recommendations and ensure reliable and effective risk
management, as well as to coordinate activities and provide methodical support on internal control
issues.

COMPOSITION OF THE COMMITTEE AS OF JANUARY 1, 2020
No.

Name

1.

Alexander Barunin

Chairman of the Committee - member of the Board of Directors, Independent
Director

2.

Elmira Yermekova

Member of the Committee - member of the Board of Directors, Independent
Director

3.

Yersain Khamitov

Member of the Committee - member of the Board of Directors (Managing Director
- member of the Management Board of Baiterek NMH JSC)

In 2019, the Risk and Internal Control Committee
of the Bank’s Board of Directors organized
and held 9 meetings at which 30 issues were
addressed and resolved by in-person voting.
The most important decisions made by the Risk
and Internal Control Committee of the Board
of Directors in the reporting period include the
preliminary approval of the result of stress testing
of the devaluation impact on the borrowers’
solvency, a report on the matrix of business
processes, risks and controls of HCSBK for 2019,
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a report on business continuity management in additions to the Rules for the internal credit
the Bank for 2018, a reputational audit of HCSBK, policy of HCSB.
and KPIs of the chief compliance officer.
On a quarterly basis, the Committee preliminary
The
Committee
preliminary
approved approved reports on monitoring of compliance
amendments and additions to the Regulation risk and implementation of the compliance plan
on the Chief Compliance Controller of the Bank, (program), management reporting and reports
amendments and additions to the Operational prepared in accordance with the Resolution of
Risk Management Policy, amendments and
the National Bank of the Republic of Kazakhstan
additions to the Internal Control Rules to
No. 29 dated February 26, 2014.
ensure anti-money laundering and combating
the financing of terrorism, amendments and
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PERFORMANCE ASSESSMENT OF THE
BOARD OF DIRECTORS
In 2019, HCSBK carried out an external
performanceassessmentoftheBoardofDirectors
and its committees based on the results for 2018
with the involvement of independent experts
from the International Finance Corporation (IFC)
who provide consulting services in the field of
corporate governance.

PROFESSIONAL DEVELOPMENT
using the automated TopCompetence portal
to ensure the confidentiality of information;
face-to-face interviewing the members of the
Board of Directors and its committees, as well
as a comparative analysis of certain aspects of
the BoD’s activities with foreign companies
(benchmarking).

Following the results of the annual performance
assessment and depending on the need for
advanced training, the Bank’s Board of Directors
approves an annual advanced training plan for
its members. The training is paid at the cost of
funds stipulated in the Bank’s annual budget for
these purposes.

THE EXPERTS POSITIVELY ASSESSED THE HIGH DISCIPLINE IN ORGANIZING MEETINGS OF
THE BOARD OF DIRECTORS AND ITS COMMITTEES, THE AVAILABILITY OF INTERNAL DOCUMENTS THAT GOVERN THE ACTIVITIES OF THE BOARD OF DIRECTORS AND ITS COMMITTEES,
AS WELL AS THE ACTIVITIES OF THE CORPORATE SECRETARY.
The performance assessment was conducted
in accordance with the IFC external assessment
methodology based on the best national and
international corporate governance practices
for the following persons and bodies:
1) Board of Directors;
2) Committees of the Board of Directors;
3) Chairman of the Board of Directors;
4) Corporate Secretary.
During the assessment, the consultants
analyzed internal documents and minutes of
meetings of the Board of Directors and its
committees; carried out an online interviewing
60
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The external assessment provided a professional
independent opinion on the development
priorities of the Bank’s Board of Directors and its
committees.
The experts positively assessed the high
discipline in organizing meetings of the Board
of Directors and its committees, the availability
of internal documents that govern the activities
of the Board of Directors and its committees, as
well as the activities of the Corporate Secretary.
They noted the policy of remuneration of the
Board of Directors, disclosure of information
on activities of HCSBK, as well as the activities
of the committees of the Board of Directors as
areas for further development.

The plan indicates the form of advanced training
and the proposed organizations that provide
such services.
Professional development of members of the
Bank’s Board of Directors may have the following
forms:
• external training programs, seminars
(trainings) for members of the Bank’s Board
of Directors;
• conferences,
discussions;

forums

and

round-table

• other generally accepted forms of professional
development.
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MANAGEMENT BOARD
The Management Board of the Bank carries out
its activities on the basis of the Regulation on the
Management Board approved by the Board of
Directors of the Bank, and manages the day-today operations of the Bank. The formation of the
bank’s Management Board, its responsibilities,
as well as the early termination of powers are at
the discretion of the Board of Directors of the
Bank in accordance with the laws of the Republic
of Kazakhstan and the Charter of the Bank.
As of January 1, 2020, the Management Board
of the Bank consists of 7 members.

COMPOSITION OF THE
MANAGEMENT BOARD

LYAZZAT IBRAGIMOVA

ALIYA AIDARBEKOVA

NURLAN AKSHANOV

- the CEO of HCSBK since January 2017.

- Deputy CEO of HCSBK since September
2017. She is in charge of financial and
reporting matters.

- Deputy CEO of HCSBK since June 2018. He
is in charge of commercial matters.

Until 2017, she held senior positions
in Baiterek NMH JSC and Damu
Entrepreneurship Development Fund.
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Until 2017, she held senior positions in
HCSBK, Investment Fund of Kazakhstan JSC
and Development Bank of Kazakhstan JSC.

Until 2018, he held senior positions in Damu
Entrepreneurship Development Fund JSC
and ATF Bank JSC.

CORPORATE GOVERNANCE
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MIRAS BEISEMBAYEV

DOSYM YENKEBAYEV

ZHANAR ZHUBANIYAZOVA

ADLET KOZHANBAYEV

- Deputy CEO of HCSBK since September
2017. He is responsible for information
security, legal and administrative matters.

- Deputy CEO of HCSBK since February
2016. He is responsible for risk-related
matters.

- Deputy CEO of HCSBK since April 2017.
She is in charge of development matters.

- Deputy CEO of HCSBK since February
2017. He is in charge of IT matters.

Until 2017, he held positions in Damu
Entrepreneurship Development Fund JSC
and Kazpost JSC.

Until 2016, he held positions in HCSBK,
Baiterek National Managing Holding JSC
and BTA Bank JSC.

Until 2017, she held senior positions in
Eurasian Bank JSC and Alliance Bank JSC.

Until 2017, he held senior positions in
HCSBK, Temirbank JSC and BTA Ipoteka
JSC.
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COMMITTEES REPORTING TO
THE MANAGEMENT BOARD
The Bank has 10 committees reporting to the
Management Board.

1

STRATEGY AND CORPORATE
DEVELOPMENT COMMITTEE

The main goal of the Strategy and Corporate
Development Committee (SCDC) is to manage
the development and implementation of the
Bank’s development strategy and to address
project management issues.

• Determine benchmarks (reference portfolio)
for diversification of assets, liquidity,
profitability of the Bank, adequacy of the
bank’s own funds for lending, within the scope
of authority outlined in the Bank’s internal
documents.

3

The main objectives of the SCDC are:
• Determine strategic principles, development
goals and measures of the Bank;
• Coordinate and control the implementation of
the strategic development plan of the Bank;
• Improve the efficiency
management system;

of

the

Bank’s

The main responsibilities of the Banking
Products and Processes and Quality of Service
Committee are:
•

• Coordinate and control the Bank’s portfolio of
projects;
• Organize and improve the effectiveness of
the Bank’s project management.

2

•
ASSET AND LIABILITY
MANAGEMENT COMMITTEE

The responsibilities of the Asset and Liability
Management Committee are:
• Develop the guidelines and procedures for
investing and borrowing in the domestic and
foreign markets, conduct operations with
financial instruments;
63

BANKING PRODUCTS AND
PROCESSES AND QUALITY OF
SERVICE COMMITTEE
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Review and approve rates and fees for
banking operations, limit values for interest
on deposits and loans, limit amounts and
terms of deposits and loans, approve the
service conditions for tariff programs and
lending that do not require approval by the
board of directors in accordance with the
legislation of the Republic of Kazakhstan;
Review and approve proposals of employees
and divisions of the Bank aimed at resolving
urgent issues to optimize existing processes
and procedures, as well as proposals aimed
at improving the quality of services provided.

4

CREDIT COMMITTEE

The Credit Committee implements the internal
credit and deposit policies of the Bank within
its scope of authority. Since 2019, the Credit
Committee structure includes:
•

Committee 1 consisting of the Chairman
of the Committee 1, Deputy Chairman of the
Committee 1 and 5 (five) members of the
Committee 1;

•

Committee 2 consisting of the Chairman
of the Committee 2, Deputy Chairman of
the Committee 2 and 1 (one) member of the
Committee 2. The Committee 2 is formed from
among the members of the Management
Board of the Bank.

The main responsibility of the Committee 1
is to implement, within its scope of authority,
the Guidelines on Internal Credit and Deposit
Policies of the Bank and decisions of the Asset
and Liability Management Committee with
minimized borrowing risks and maximized profit
from the following banking operations: issue
of housing loans, intermediate housing loans,
preliminary housing loans (loan products),
as well as reviewing and deciding on issues
related to management and/or recovery of
non-performing/overdue loans with a view
to minimizing possible losses from lending
operations and reducing the share of nonperforming loans.

The main responsibility of the Committee 2
is to implement, within its scope of authority,
the Guidelines on Internal Credit and Deposit
Policies of the Bank and decisions of the Asset
and Liability Management Committee with
minimized borrowing risks and maximized
profit from the following operations: issue of
housing loans, intermediate housing loans,
preliminary housing loans (loan products), as
well as reviewing and deciding on issues related
to credit products and overdue/non-performing
loans.

5

INFORMATION RESOURCES
COMMITTEE

The main responsibility of the Committee is
to review the Bank’s projects related to the
information infrastructure of the Bank in order
to provide recommendations to the Bank’s
Management Board.
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6

8

BUDGET COMMITTEE

The main responsibility of the Budget
Committee is to review financial and nonfinancial information in order to make informed
decisions in accordance with the Long-Term
Strategy and Development Plan of the Bank
when drafting the budget/income and expense
plan, investment plan and procurement plan/
long-term procurement plan of the Bank.

7

HUMAN RESOURCES COMMITTEE

The main responsibilities of the Human
Resources Committee are as follows:
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•

Implement the internal human resources
policy of the Bank;

•

Coordinate certification of employees,
including when resolving contentious issues;

•

Consider candidates for the Bank’s talent
pool;

•

Consider
candidates
encouragement;

•

Investigate violations of the laws of the
Republic of Kazakhstan and the Bank’s
internal documents by the Bank’s employees

for

INFORMATION SECURITY
COMMITTEE

9

The main responsibilities of the Information
Security Committee are as follows:
•

Make sure that the information security
management system complies with the laws
of the Republic of Kazakhstan;

•

Update the Bank’s internal documents on
information security;

•

Minimize the occurrence of information
security incidents and their possible damage;

•

Conduct a comprehensive analysis of
information security issues submitted to the
Management Board for consideration;

•

Keep the Bank’s information security
infrastructure up to date.

moral
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COMMISSION FOR THE
EVALUATION AND RETIREMENT
OF FIXED ASSETS, INTANGIBLE
ASSETS AND STALE INVENTORY

The main responsibilities of the Commission for
the Evaluation and Retirement of Fixed Assets,
Intangible Assets and Stale Inventory include:
•

Determine the cost, rated and useful
service period of fixed assets and intangible
assets of the Bank;

10

RISK COMMITTEE

The main responsibilities of the Risk Committee
are as follows:
•

Issue recommendations and proposals
to the Bank’s Management Board for the
organization and maintenance of an effective
risk management system (RMS) and internal
control system (ICS);

•

Develop processes to identify, assess,
monitor and control the Bank’s risks;

•

Retire the Bank’s property in accordance
with the Bank’s regulatory documents
governing the disposal of the Bank’s property;

•

Coordinate of the risk management and
internal control process in business units and
branches of the Bank;

•

Revaluate
fixed
assets
(buildings,
structures) of the Bank in accordance with
the accounting policy of the Bank based on
the opinion of an independent appraiser;

•

•

Conduct impairment tests for fixed assets
and intangible assets.

Ensure a constant exchange of information
on risks and internal control of the Bank
between the members of the Committee
and communicate this information to the risk
owners in order to increase the risk culture,
transparency and efficiency of the RMS and
the ICS.

Make decisions on matters aimed at improving
the quality of services provided within the
framework of the report on citizens’ appeals
(complaints).
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PERFORMANCE RESULTS OF
THE MANAGEMENT BOARD
AND COMMITTEES REPORTING
TO THE MANAGEMENT BOARD
The Management Board acting in accordance
with the Regulation on the Management Board
approved by the Board of Directors is the
executive body of the Bank. The Management
Board is responsible for managing the day-today business operations of the Bank.

No.

Issues addressed

Committee
2018

2019

2018

2019

1.

Strategy and Corporate Development Committee

34

22

75

42

2.

Asset and Liability Management Committee

28

33

162

161

3.

Banking Products and Processes and Quality of Service
Committee

46

41

164

152

4.

Credit Committee:
Committee 1
Committee 2

63
63
-

81
59
22

293
293
-

2,213
658
1,555

5.

Information Resources Committee

23

24

83

80

6.

Budget Committee

43

44

95

119

7.

Human Resources Committee

30

38

103

128

8.

Information Security Committee

-

17

-

45

In 2019, the Management Board of the Bank held
128 meetings in 2019 (in 2018 – 94 meetings).

9.

Commission for the Evaluation and Retirement of Fixed
Assets, Intangible Assets and Stale Inventory

8

6

41

35

The table below provides an overview of the
activities of the Management Board.

10.

Risk Committee

-

11

-

47

The Management Board of the Bank acts on behalf
of the Bank: it represents the Bank’s interests,
makes transactions in the manner prescribed by
the laws of the Republic of Kazakhstan and the
Charter of the Bank, approves the staff schedule,
including that of the Central Office, branches
and representative offices; issues decisions and
instructions that are binding upon all employees
of the Bank.
In the reporting period, the Management Board
of the Bank adopted decisions on all matters
of the Bank’s activities, except those that are
within the scope of authority of the Bank’s Sole
Shareholder or the Bank’s Board of Directors
in accordance with the laws of the Republic of
Kazakhstan and the Charter of the Bank.
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ACHIEVING KPIS BY MEMBERS OF THE
MANAGEMENT BOARD
The performance of the Bank’s Management
Board is evaluated on the basis of KPIs for
2018 approved by the Board of Directors. In
the reporting period, the performance of the
Management Board of the Bank is generally

1
2

CEO L. Ibragimova

Deputy CEO A. Aidarbekova

115

%

4

Deputy CEO M. Beisembayev

100

%

Deputy CEO Zh. Zhubaniyazova

Deputy CEO A. Kozhanbayev
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1. increasing the liabilities of HCSBK by ten
or more percent of the Bank’s equity.

Remuneration based on the performance for
the year for members of the Management
Board is intended to stimulate the efficient
work of members of the Management Board
and depends on the achievement of strategic
key performance indicators and the results of
performance evaluation by the decision of the
Bank’s Board of Directors.

Information about corporate events is published
in accordance with the Rules for publishing
information on websites of the financial
reporting depository, the stock exchange and
the Astana International Financial Center.

125

6

personal contribution to achieving the Bank’s
objectives.

110

%

Deputy CEO D. Yenkebayev

In 2019, the Bank approved special related
party transactions, including:

%

Deputy CEO N. Akshanov

5

MAJOR AND RELATED-PARTY
TRANSACTIONS

2. determining the conditions for the issue
and issuing HCSBK bonds in the over-thecounter securities market.

3

7
66

evaluated as positive. In 2019, the target
corporate and personal key performance
indicators (KPIs) of members of the Management
Board were achieved. KPI performance in 2019
was as follows:

76

%

113

%

125

%

BASIC PRINCIPLES OF REMUNERATION FOR MEMBERS OF
THE MANAGEMENT BOARD
AND THE BOARD OF DIRECTORS
The goal of the remuneration and bonus policy
for members of the Management Board is to
stimulatefair,effectiveandproperworkproviding
fair remuneration depending on the complexity
and scope of work performed, position held and

Remuneration and bonuses are not paid to
members of the Bank’s Board of Directors, who
are representatives of the Sole Shareholder,
Baiterek NMH JSC. Remuneration for
independent directors, who are members of
the Bank’s Board of Directors, is determined in
accordance with the Regulation on the Board of
Directors of the Bank.
The amount of remuneration is determined in
accordance with the procedure prescribed by
the laws of the Republic of Kazakhstan and the
Charter of the Bank, taking into account the
experience and qualifications of independent
directors.
In 2019, a total of KZT 282.8 million was paid as
salaries and bonuses to independent directors
who are members of the Board of Directors, and
to members of the Management Board of the
Bank.

CORPORATE GOVERNANCE

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE
The Bank has a Corporate Governance
Code. The goals of the Code are to improve
corporate governance, ensure transparency of
management and confirm commitment to the
standards of good corporate governance.
In the reporting year, the analysis of compliance
with the principles and provisions of the
Corporate Governance Code demonstrated
the Bank’s full compliance with the Corporate
Governance Code, except for 2 provisions,
which are partially observed.

BUSINESS ETHICS
The Bank implements a Code of Business Conduct
developed in accordance with the provisions
of the laws of the Republic of Kazakhstan, the
Charter and internal documents of the Bank, the
Code of Business Conduct of Baiterek NMH JSC,
taking into account the international standards
of business conduct and corporate governance.
The Code is a set of rules that determine the
fundamental valuesand principles of corporate
(business) ethics to be followed by the Bank’s
employees.
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The Code applies to members of the Board of
Directors of the Bank and all employees of the
Bank, regardless of their positions, on an equal
basis with other internal documents of the Bank.
The employees are guided by the Code in their
relations with the Sole Shareholder, members
of the Board of Directors, the Management
Board, colleagues, customers, partners and
suppliers.

ETHICAL PRINCIPLES.
1. Equal opportunities and prohibition of
discrimination. The Bank provides equal
opportunities and prohibits all forms of
discrimination on the grounds of sex, age,
racial, political, religious views, etc.
2. Personnel recruitment and promotion is
carried out solely on the basis of professional
skills, experience and competencies in
accordance with internal documents of the
Bank, excluding any forms of discrimination.
Career promotion is based on an objective
assessment of performance, qualifications
and competencies.
3. Equal learning opportunities. The Bank
provides all employees with equal
opportunities for development, which
depend on the achieved results, competence
and qualifications. In return, the Bank expects
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that all employees will demonstrate team
initiatives, passion to acquire new knowledge
and willingness to share this knowledge
with colleagues. No employees receive any
preferential treatment from the Bank.
4. Fair remuneration. When determining
fair remuneration, the Bank is guided by
the recognition of achieved results and
key performance indicators, the level of
qualifications and competencies, as well as
complexity and quality of work performed.
The Bank has an ombudsman who collects
information on breaches of the Code of Business
Ethics, advises employees on the provisions of
the Code, initiates the review of disputes arising
from the violation of the Code and participates
in their resolution.

CONFLICT OF INTEREST
The Bank has a Policy for the resolution of
corporate conflicts and conflict of interest,
which defines a list of measures to prevent a
conflict of interest in the Bank. A conflict of
interest is a collision of opposing interests,
opinions, goals, and various ideas about how to
achieve them.
The Policy clearly stipulates responsibilities of
officials (members of the Board of Directors
and the Management Board of the Bank)
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and employees of the Bank to act in the best
interests of the Bank and its Sole Shareholder.
According to the requirements of the Policy,
the Bank’s officials and employees are obliged
to avoid any actions and relations that could
potentially cause a conflict of interest. Any
conflict of interest between personal interests
and professional responsibilities in the Bank
should be disclosed and resolved in accordance
with the laws of the Republic of Kazakhstan
and the Policy. In order to avoid a conflict of
interest, the Bank’s employees undertake in
writing to act in a manner that limits the risk of
a conflict of interest.
Also, in accordance with the Regulation on the
Board of Directors of the Bank stipulates, the
Chairman of the Board of Directors, in the event
of corporate conflicts, shall take measures
to resolve such conflicts and minimize their
negative impact on the Bank’s operations, and
promptly inform the Sole Shareholder in case of
failure to resolve conflicts. The Bank confirms
that as of January 1, 2020, no appeals were
received from the Sole Shareholder against
actions of the Bank and its officials in 2019.
In 2019, no facts of conflict of interest, including
on the part of the Bank’s officials, were reported.
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ANTI-CORRUPTION
Internal analysis of corruption risks is carried
out by the security division and/or a working
group created by the CEO in accordance with
internal documents of the Bank and the laws of
the Republic of Kazakhstan.

• Verifying clients, counterparties and housing
development projects intending to conclude
cooperation agreements with the Bank,
including for possible affiliation with the
Bank’s officials.

The Bank has identified business processes that
are most exposed to corruption and performs
the following work in accordance with the
action plan of the Bank’s Security Department:

The Bank carries out anti-corruption activities on
an ongoing basis and in strict compliance with
the Anti-Fraud and Anti-Corruption Rules of
the Bank approved by the Bank’s Management

• Preventing offenses among the staff of the
Bank, identifying employees who are prone
to committing corruption offenses;
• Studying and analyzing appeals received from
individuals and legal entities for the content
of corruption information;
• Checking employees hired for vacant
positions in the Bank for compliance with
anti-corruption restrictions;
• Providing anti-corruption briefing for newly
hired employees of the Bank;
• Examining clients’ loan applications at the
stage of loan issue;
• Checking the intended use of loans issued
and compliance by the Bank’s clients with
their contractual obligations;
• Analyzing the procedures for the execution of
the Bank’s procurement plan for compliance
with the internal documents of the Bank and
the laws of the Republic of Kazakhstan;
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the attention of the Security Department and forged the customer’s birth certificate to assist
her relatives in illegal obtaining a housing loan in
executives of the Bank to illegal actions.
the amount of KZT 12,590,716.29 to purchase a
Hotline channels:
three-bedroom apartment on favorable terms
at 4.8% interest rate. By order of the Bank
• Phone: 8(727)2209791;
branch, an employment contract with the Bank’s
• Email: antifraud@hcsbk.kz
employee was terminated. Given the fact that
In addition, the Bank regularly provides in- the actions committed by the Bank’s employee
house anti-fraud and anti-corruption training to and other persons had the components of

THE BANK OPERATES A HOTLINE AS A CONFIDENTIAL CHANNEL TO RECEIVE INFORMATION
ABOUT CORRUPTION VIOLATIONS BY EMPLOYEES AND CONSULTANTS OF THE BANK.
Board on June 17, 2016, and the Anti-Fraud and
Anti-Corruption Policy of the Bank approved by
the Bank’s Management Board on December
28, 2017.
The Bank operates a hotline as a confidential
channel to receive information about corruption
violations by employees and consultants of the
Bank. An analysis of applications received in 2019
showed that all of them were of an informative
and advisory nature and did not contain any
information indicating the involvement of the
Bank’s employees in corrupt practices.
The hotline service is available for all employees
of the Bank and third parties who wish to draw

2019 © HOUSE CONSTRUCTION SAVINGS BANK OF KAZAKHSTAN JSC

its employees, which is followed by mandatory
assessment of the acquired knowledge. Thus,
in the period from September 27 to October
12, 2019, the Bank’s Security Department
successfully conducted in-house anti-fraud and
anti-corruption training and evaluation of the
knowledge gained among the Bank’s employees
and contractors.
In 2019, despite the measures taken, the Bank
revealed a fact of illegal fraudulent and corruptive
actions committed by the Bank’s employee, and
conducted an official investigation. Thus, the
Head of the Customer Service Department of
the Bank branch, abusing her position, entered
into a collusion with the Bank’s customer and

offenses stipulated by paragraph 1 of part 3
of article 190 (Fraud) and part 3 of article 385
(Forgery of Documents) of the Criminal Code of
the Republic of Kazakhstan, the Bank applied
to the law enforcement authorities for bringing
these persons to criminal liability.

CORPORATE GOVERNANCE
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SUSTAINABILITY MANAGEMENT
The Bank is aware of the importance of its
influence on the economy, the environment and
society in ensuring sustainable development
in the long term. In the framework of
implementation of this principle, the Bank’s
Board of Directors approved the Sustainable
Development Policy (the Policy) by its decision
No. 7 dated June 4, 2019.
The provisions of the Policy clearly define the
sustainability management system and the
roles, competencies and responsibilities of each
body and employee in the implementation of
principles, standards and plans to ensure the
sustainable development.
The Board of Directors of the Bank carries out
strategic management and control over the
sustainable development, and the Management
Board of the Bank drafts an appropriate action
plan.
The objectives of the Sustainable Development
Policy:
• Determine the principles and lines of the
Bank’s activities in the field of sustainable
development, including in terms of creating
an effective and transparent stakeholder
engagement system;
• Set out the roles, competencies and
responsibilities of each body and employee
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of the Bank in the implementation of the
principles of sustainable development;
• Determine the relationship between the
sustainable development and key processes
of the Bank.
Solving the tasks in the field of sustainable
development, the Bank is based on its mission,
provisions of the Bank’s Development Strategy,
and also applies international norms of behavior
and principles enshrined in the international
sustainable development standards.

INTERNAL AUDIT
The Internal Audit Department of HCSBK
operates based on the international standards
of internal audit and the principles of
independence, impartiality, honesty, objectivity
and professional competence.
The mission of the Internal Audit Department
is to assist the Board of Directors and the
Management Board of the Bank in the
achievement of the Bank’s strategic goals.
The main objective of the Internal Audit
Department is to provide the Board of Directors
with independent reasonable guarantees
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and advice aimed at improving the Bank’s
operations and enhancing the efficiency of
its risk management, internal control and
corporate governance.
The Internal Audit Department is an independent
structural unit which is functionally reporting
to the Board of Directors and administratively
- to the Management Board of the Bank. The
oversight of the Internal Audit Department is
the responsibility of the Audit Committee of
the Board of Directors. The Head and members
of the Internal Audit Department are appointed
by the Board of Directors.
In 2019, the staff of the Internal Audit Department
included 13 people. Internal auditors continue
their professional development and have
diplomas from the UK Institute of Financial
Managers (DipPIA and DiPCPIA).
The main tasks and functions of the Internal
Audit Department are as follows:
• Assess the reliability and effectiveness of
the internal control and risk management
systems;
• Assess the effectiveness of corporate
governance and compliance with ethical
standards and values;
• Assess the sufficiency and effectiveness of
measures taken by the structural units of the

Bank to achieve their targets as part of the
strategic goals of the Bank;
• Assess the reliability of the internal control
system relying on automated information
systems;
• Advise the Management Board and structural
units of the Bank on the improvement of
internal control, risk management and
corporate governance practices..
Annual risk-based audit plans are reviewed and
approved by the Board of Directors. All the
audit tasks planned for 2019 have been fulfilled
in full.
In carrying out its functions, the Internal Audit
Department has confirmed its independence
to the Board of Directors.

EXTERNAL AUDIT
In accordance with the Rules for Procurement
of Goods, Works and Services and the long-term
financial audit service agreement for 2019-2021
signed on May 14, 2019 and pursuant to the
decision of the Holding’s Management Board,
the external audit of the Bank is carried out by
PricewaterhouseCoopers LLP. The agreement
is valid from January 1, 2019 till February 28,
2021. The auditor’s fee for 2019 is KZT 26,880
thousand.

RISK MANAGEMENT POLICY
AND INTERNAL CONTROL SYSTEM
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RISK MANAGEMENT POLICY
AND INTERNAL CONTROL
SYSTEM
The internal control system of the Bank meets the
requirements of the laws of the Republic of Kazakhstan,
the Basel Committee on Banking Supervision and best
international practices. The Bank forms its internal
control system based on the 2013 Integrated COSO
Model. The internal control system (ICS) of the Bank
is a process built into day-to-day activities and duties
of the Board of Directors, collegial bodies, business
units and all employees of the Bank.
The ICS of the Bank is multilevel and covers all business
units of the Bank. The participants in the Bank’s
internal control process are determined on the basis
of three lines of defence.
The first line of defense is provided by all business
units of the Bank; it includes controls designed to
ensure correct performance of daily operations in the
processes. These controls are developed by business
units and form an integral part of business processes
to minimize risks and to comply with the requirements
of internal documents and external regulatory
requirements. Management and monitoring of
controls are carried out by business units, which
implies their ability to identify risks, weaknesses of
business processes, possible unforeseen events and
respond to them in a timely manner.
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The second line of defense is provided by the
internal control unit which monitors, coordinates
and documents the internal control system, as well
as units that identify and assess risks in certain areas
of the Bank’s business activities. These include the
following departments: risk management, chief
compliance controller and compliance control,
situational monitoring, human resources, legal,
security, information security, information technology
risk management.
On the first and second lines of control, each
structural unit/branch has internal controllers who
carry out self-assessment of violations of internal
controls in their units. Information on the results of
the self-assessment and measures taken/action plans
developed to eliminate violations is sent to the internal
control unit. If necessary, consolidated information
on violations is submitted on a quarterly basis to the
Management Board and the Board of Directors for
review and adoption of necessary measures. In 2019,
work was carried out to automate the submission of
information on the self-assessment of internal control
from the Bank’s units to the internal control unit, and
a user guide was developed. The internal control unit
coordinates and assists internal controllers of the
Bank’s units and takes measures to improve the culture

RISK MANAGEMENT POLICY
AND INTERNAL CONTROL SYSTEM

and knowledge of internal control in the Bank.
In the reporting period, electronic training
courses on the ICS were updated and training
was conducted for all employees of the Bank
with subsequent knowledge assessment.
As part of the ICS monitoring and documenting,
the internal control department reviews the
adequacy of internal controls designed to

partially effective controls, including on the
need to automate certain control procedures,
develop necessary regulations and update the
existing ones. The Management Board and
the Risk Committee of the Bank approved
corrective action plans to eliminate deficiencies
in internal control in the processes.
At the instruction of the Bank’s management,

approved by the Risk Committee of the Bank.

carried out by the internal control unit.

Structural units who are participants of the
first and second line of defense and who are
owners of business processes conduct annual
risk identification and self-assessments of the
adequacy of internal controls in their processes.
Self-assessment results are reflected in
the matrix of business processes, risks and

The third line of defense is provided by
the internal audit unit in the form of an
independent assessment of the effectiveness
of the Bank’s internal control system using the
results of audits or as a separate assessment
of the effectiveness of the internal control
system.

THE STRATEGIC OBJECTIVES OF THE RISK MANAGEMENT SYSTEM ARE BASED ON THE TIMELY IDENTIFICATION OF RISKS, QUALITATIVE ASSESSMENT OF ALL FACTORS AND COMPREHENSIVE RESPONSE IN ORDER TO MINIMIZE A POSSIBLE IMPACT.
prevent or reveal risks in the key business
processes of the Bank. In 2019, the Bank
reviewed 55 interim business processes
such as the organization of work with the
agent network, taxes and generation of tax
reporting, closing of the financial period,
generation of reporting (regulatory, financial,
management). Based on the results of review,
recommendations were given to the process
owners on the identified ineffective and
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the internal control unit conducts random
testing of internal controls in business
processes. In 2019, at the instruction of the CEO
of the Bank, the internal control unit together
with the operational department conducted
audits in 11 branches of the Bank in the field
of cash transactions, lending and post-lending
service operations. Based on the results of the
audits, appropriate management decisions
were made and the Corrective Action Plan was
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controls of the Bank. Every year the Board of
Directors approves the current year’s matrix
containing the self-assessment by business
process owners/assessment by the internal
control unit. Business process owners develop
and the Management Board approves action
plans to eliminate shortcomings/inefficiencies
in internal control in business processes.
Further monitoring of the implementation of
all corrective action plans in internal control is

The Bank’s management system in the field
of risk management is aimed at creating a
holistic system consistent with the nature and
scale of the bank’s activities, the profile of
the risks the bank takes, and also meeting the
needs of further development. The strategic
objectives of the risk management system
are based on the timely identification of
risks, qualitative assessment of all factors and
comprehensive response in order to minimize
a possible impact. Key risk management issues
are reviewed, approved or agreed within the
framework of existing committees under
the Board of Directors and the Management
Board of the Bank. The Board of Directors
provides strategic management of the Bank’s
operations on matters related to internal
control and risk management, approves and
periodically reviews policies.

RISK MANAGEMENT POLICY
AND INTERNAL CONTROL SYSTEM
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RISK MANAGEMENT
THE TABLE BELOW SHOWS THE ASSESSMENT OF THE IMPACT OF CURRENT RISKS OF THE ADEQUACY OF EQUITY
taking into account the current
Deviation from the existing level
risk level

Standard

Actual as of 01.01.20

1

2

3

4=3-2

k1-1 (min. 0.05)

0.397

0.383

-0.015

k1-2 (min. 0.05)

0.398

0.383

-0.015

k2 (min. 0.10)

0.398

0.383

-0.015

Adequacy of the equity, taking into account
the current aggregate risk level, will decrease
by -0.015 for all ratios, yet, it will still exceed
the minimum requirements established by
the regulator due to the significant amount of
equity (KZT 240.5 billion).

THE TABLE BELOW SHOWS THE ASSESSMENT OF THE COMPLIANCE OF THE BANK’S PERFORMANCE AND ITS CURRENT
RISK PROFILE WITH THE ACCEPTABLE RISK LEVEL
Risk

Current risk level as of 01.01.20

Acceptable risk level

Adequacy of the
acceptable risk level

1

2

3

4=3–2

Credit risk

2,857

14,410

11,552

loan portfolio

2,133

8,305

6,172

0

2,753

2,753

non-government securities

724

3,352

2,628

Operational risk

100

25,354

25,254

Market risk

3,706

5,515

1,809

Interest

3,690

4,909

1,219

Currency

15

600

586

Price

1.4

5.8

4.3

Liquidity

2,341

5,378

3,037

Cumulative risk level

9,005

50,657

41,652

interbank loans

1
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This includes credit, operational, market and liquidity risks
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As of January 1, 2020, the current cumulative risk
level of KZT 9.0 billion is within the acceptable
limit and has a safety margin of KZT 41.7 billion,
corresponding to 18% of the acceptable risk
level.
The Bank operates a risk management system in
order to implement its development strategy,
earn the planned profit and ensure sustainable
day-to-day operations.

RISK MANAGEMENT POLICY
AND INTERNAL CONTROL SYSTEM
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FINANCIAL RISKS

LIQUIDITY GAP AS OF JANUARY 1, 2020
On demand

[0-7D]

[1W-1М]

[1M-3M]

[3M-6M]

[6M-12M]

[1Y-2Y]

[2Y-3Y]

[>3Y]

Total balance

Assets

112,909

66,908

59,802

44,383

49,514

71,041

193,386

325,936

429,397

1,353,275

Liabilities

95,192

1,431

8,088

13,757

107,612

89,066

108,031

84,014

601,226

1,108,419

2,624

5,248

7,873

10,497

Contingent liabilities
Gap

17,716

65,476

49,090

25,377

-65,971

-28,522

85,355

241,921

-171,829

Cumulative gap

17,716

73,193

132,282

157,660

91,689

63,167

148,522

390,443

218,615

1.3%

6.1%

9.8%

11.7%

6.8%

4.7%

11.0%

28.9%

16.2%

Cumulative gap / assets

The following assumptions were used in
compiling the liquidity gap:

• overdue loans are allocated at the rate of
termination of KZT 1 billion per month.

• all assets and liabilities are allocated at time
intervals depending on the final maturity;

The minimum ratio of the cumulative gap to
total assets is in the on-demand interval at 1.3%.
The Bank complies with the approved internal
limits for 2019 in the amount of>-15%.

• contingent liabilities are allocated based
on the issue of housing loans per month
(excluding previously issued preliminary and
intermediate loans);
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26,242

According to the generally accepted banking
practices, government securities are considered
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218,615

liquid assets and may be placed under “up to 7 • increase in customers’ housing construction
savings by KZT 189 billion, including KZT 26
days” interval in the schedule of asset maturities.
billion in government bonuses.
The resulting negative gaps in the net gap are
If necessary, the Bank has the ability to raise
due to:
funding through:
• increase in the accumulated customer funds
• repo transactions;
with 3-6 maturity totaling KZT 107.6 billion.
Customer funds with the attained funal • raising interbank loans;
amount of KZT 26.2 billion.
• sale of securities (with a possible discount).

RISK MANAGEMENT POLICY
AND INTERNAL CONTROL SYSTEM
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CREDIT RISKS
In 2019, the Bank implemented measures
to unify and standardize its operations and
to assess credit risk. The BI system provides
automated management reports on credit/
collateral risks (Register of the provision
amount, reports on monitoring of contributions
for preliminary housing loans). The work was
performed to purchase and introduce the
Power Curve Strategy Management System and
the Model Development Studio module; their
commissioning is expected in the 1st quarter of
2020.

• improving the portal based on the results of
meeting held between the Bank and appraisers
on June 5, 2019 (appraisers’ proposals).

1, 13,741- through the application center 2), The goals of the ORMS are achieved within the
of which 60,046 were approved and 852 were framework of a systematic integrated approach
rejected.
focusing on solving the following tasks:

The following methodological work was carried
out:

At the end of 2019, provisions created in • improve procedures and mechanisms for the
accordance with the IFRS accounted for 0.21%
management of operational risk the Bank
of the loan portfolio, while 20 large loans issued
exposed to;
by the Bank accounted for 0.17% of the loan
portfolio, which indicates the absence of risk • prevent transactions and other actions
of concentration of the loan portfolio. In the
leading to significant changes in the level of
collateral structure, real estate accounted for
operational risk;
84.8% of the total collateral. The total weighted
average loan-to-collateral ratio is 49.45%, which • limit transaction losses of the Bank caused by
operational risks;
indicates a conservative collateral policy.

1. amendments were made to the internal
credit policy of HCSBK (Credit Policy) in
order to update it and bring into compliance
with the law of the Joint-Stock Companies
Act of the Republic of Kazakhstan as well
as to execute the Action Plan in order to
implement the concept of solving the issue
of expanding the functions of consultants of
HCSBK approved in July 2019 by the decision
of the Banking Products and Processes and
Quality of Service Committee

In 2019, the following improvements were made
to the Appraiser’s Space system:
• identifying the type of real estate market;
• updating the address book;
and

2. amendments were made to the methodology
for managing credit risk in HCSBK in order to
update the document.

• adding filters to search reports by the subject
of assessment and the real estate market;

In 2019, 60,898 applications were reviewed
(including 47,157 through the application center

• tracing the history of execution
examination of the assessment report;

The number of applications is given taking into account their modifications and the specifics of forming
the pools of state program participants. Therefore, an application of one borrower can be recorded several
times in the Bank’s reporting system, depending on how many times it passes through the decision-making
by the Bank’s authorized body.
2

75

2019 © HOUSE CONSTRUCTION SAVINGS BANK OF KAZAKHSTAN JSC

OPERATIONAL RISKS

• identify and analyze operational risks arising
in the course of the Bank’s operations;

The Operational Risk Management System • obtain operational and objective data about
the state and size of operational risk;
(ORMS) of the Bank complies with the laws of
the Republic of Kazakhstan, recommendations • develop measures aimed at reducing and
of the Basel Committee on Banking Supervision,
preventing operational risk;
generally accepted principles and banking
practices of risk management, and generally • improve the internal control system for
accepted international standards.
operational risk;

RISK MANAGEMENT POLICY
AND INTERNAL CONTROL SYSTEM

• develop the risk culture at all levels of Bank
management.

In order to monitor operational risk, the
Bank uses a managerial reporting system
for senior managers and collegiate bodies
involved in risk management processes,
conducts regular assessment of risks that
affect the achievement of specified goals,
evaluation of changing circumstances and
conditions, and develops recommendations
for risk management. Management
reporting is submitted to the Board of
Directors / Management Board of the Bank
on a quarterly/monthly basis;

The infrastructure of the Bank’s operational risk
management system includes:
1) identification of operational risks:
analysis of both existing and implemented
internal procedures and systems, as well
as products and services provided by the
Bank;
2) assessment of operational risks:
measuring operational risks in order to
identify change trends;

6) prevention/mitigation
(control):
carrying out a set of measures aimed
at preventing/reducing the possibility
of events or circumstances leading to
operational losses, or aimed at reducing
the size of potential losses.

3) strategic management of operational
risks: development of principles for
continuous operational risk management
in the Bank;
4) continuous
operational
risk
management: carried out by all structural
units of the Bank and includes the
reduction of exposure to operational risk
and the elimination of negative effects of
operational risk events in all structural units
of the Bank;
5) monitoring
and
reporting
on
operational risks: regular monitoring of
the level of operational risk and the Bank’s
compliance with acceptable levels of risk.
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and Internal Control System for Commercial
Banks approved by the Resolution no. 29 of the
Management Board of the National Bank of the
Republic of Kazakhstan in 2014, the following
documents have been developed and are kept
up to date:
1) IT and IS risk management policies;
2) IT and IS risk management guidelines;
3) IS risk management methodology;
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• Business continuity management policy;
• Business continuity management guidelines;
• Business continuity plans;
• Response plans to ensure business continuity.
In 2019, the following activities were carried
out in this area:
• training of the Bank’s employees on business
continuity;

4) Guidelines for managing IS risk instruments. • analysis of the impact on critical processes
and business areas of the Bank;
As part of functioning of these systems, IT and
IS incidents and risks are analyzed continuously, • testing and analysis of the Bank’s business
continuity plans;
and quarterly reports on IT and IS risk analysis
submitted to the Management Board and the • analysis of risks of unforeseen circumstances
Board of Directors to facilitate decision making.
with response plan developed to address
them.

In 2019, measures were taken to automate
operational risk instruments.

BUSINESS CONTINUITY MANAGEMENT
MANAGING INFORMATION SECURITY
AND INFORMATION TECHNOLOGY RISKS
In order to ensure the effective functioning of
the IS and IT risk management systems, and
pursuant to the Guidelines for the Management
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The Bank’s business continuity management is
aimed at ensuring the Bank’s resilience to any
incident by eliminating or minimizing downtime
with fast restoration of key business processes
and minimization of losses. To this end, the
following documents have been developed,
approved and are kept up to date in the Bank:

COMPLIANCE RISK
Compliance risk is among the top 5 business
risks along with strategic, financial, operational
and reputation risks.
Regulatory
changes
accompanied
by
strengthening of supervision make the Bank’s
compliance policy relevant.

RISK MANAGEMENT POLICY
AND INTERNAL CONTROL SYSTEM

events are carried out on a regular basis. For
this purpose, audit results and a single internal
database of operational losses and events are
used;

The Bank operates a financial monitoring system
designed to comply with the laws on anti-money
laundering and countering the financing of
terrorism (AML-CFT).

• the compliance control unit takes part in the
All participants in the compliance risk
introduction of new products and services;
management system manage compliance
• internal checks of internal documents and
risks, within the scope of their powers and
processes of the Bank are carried out on a
responsibility, in strict compliance with the
regular basis to ensure compliance with the
laws of the Republic of Kazakhstan and foreign
laws of the Republic of Kazakhstan (in 2019,
states that affects the Bank’s operations and
the compliance control unit conducted 10
are recognized by the Republic of Kazakhstan,
checks);
the Bank’s internal policies and procedures, and
• the Know Your Customer principle was
generally accepted standards of behavior.
implemented;
The main goal of compliance risk management
is to minimize and/or keep at acceptable levels • a registry of compliance risks is maintained
along with a compliance risk map;
a number of compliance risks, such as financial
losses and legal sanctions against the Bank due
• training seminars are conducted to strengthen
to non-compliance with laws and regulations
the compliance culture in the Bank.
of the Republic of Kazakhstan, regulations of
the authorized body, internal documents and To ensure that the Bank’s operations comply
policies of the Bank, as well as foreign laws with the laws of the Republic of Kazakhstan, the
affecting the Bank’s operations and recognized compliance control unit continuously monitors
changes and additions to the laws of the Republic
by the Republic of Kazakhstan.
of Kazakhstan and provides recommendations
In order to effectively manage compliance
on the development of new internal documents
risk, the compliance control unit identifies and
and the introduction of relevant amendments/
assesses the causes of compliance risk:
additions to the Bank’s internal documents and
• collection and analysis of compliance risk procedures.

The main goal of the financial monitoring
system is to minimize risks arising from banking
operations subject to financial monitoring, and
other operations with cash or property related
to money laundering and the financing of
terrorism by ensuring compliance with the AMLCFT regulations of the Republic of Kazakhstan,
preventing the Bank from involvement in money
laundering and the financing of terrorism and
maintaininganeffectivesystemofinternalcontrol
at the level sufficient for risk management.

In this regard, compliance is currently an
integral part of the Bank’s operations and its
organizational structure.
An effective compliance risk management
system and its maintenance in appropriate
state allow the management to identify in a
timely manner all significant risks of incomplete
implementation of the Bank’s business goals.
Responsibilityforcompliancewiththeestablished
standards is based on the Bank’s compliance
culture which manifests in the following three
lines of defense:
1) The first line of defense provides
compliance risk management within its
scope and in accordance with the Bank’s
internal documents relating to compliance
risk management issues (first-level control).
The participants are employees of the Bank
and heads of business units of the Bank;
2) The second line of defense provides
compliance
risk
management
and
compliance control (second-level control).
The participants are the chief compliance
controller and the Bank’s unit such as
compliance control, legal, risk management,
security, situation monitoring and internal
control;
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3) The third line of defense provides an
independent assessment of effectiveness
of the compliance risk management system
(third-level control). The participant is the
Internal Audit Department.

The Bank has implemented the Know Your
Customer principle: due diligence procedures
are carried out at the start of business relations,
with complete and timely submission to
the authorized financial monitoring body of
information on transactions that are subject to
financial monitoring.
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PERSONNEL POLICY
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PERSONNEL
POLICY
HEADCOUNT, PERSONS

One of the Bank’s priorities is to create and
maintain a team of employees who meet
qualification requirements of the Bank aimed
at achieving strategic goals and addressing
challenges of the Bank. Labor relations are
governed by the Rules of Labor
Relations and Work Arrangements of the Bank
in accordance with the laws of the Republic of
Kazakhstan.

PERSONNEL COMPOSITION
AND STRUCTURE
As of January 1, 2020, the Bank’s organizational
structure consisted of 26 independent units
of the Central Office, 14 regional and 3 city
branches, 18 service centers and 4 service
outlets.

1,389
1,095

1,095

1,092

1,092

2015

2016

2017

2018

The actual headcount of the Bank as of January 1, 2020 was 1329 people. The number of employees
hired in 2019 was 419 people. The average age of employees is 35.5 years old.

HEADCOUNT STRUCTURE BY GENDER AND AGE IN 2019
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Total
headcount

Share, %

Executives

Share among
executives, %

Men

457

34

4

57

Women

872

66

3

43

Up to 30 years

281

21

0

0

30 - 50 years

957

72

7

100

Over 50 years

91

7

0

0

Indicator

Gender

Age groups
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EMPLOYEES HIRED IN 2019, PERSONS
419

TRAINING

321
236

183

190
131

98

Total

46

52

Central Office

Total

Branches

Man

Women

The procedure of competitive selection for vacant positions of the Bank consists of several stages,
including: determining the staffing requirements, selecting candidates and reviewing their CVs,
conducting a preliminary interview and professional testing with candidates. Employee turnover
in 2019 is 9.1% (9.4% in 2018).

2015
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14.4
11.7

2016

9.4

2017
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In 2019, a total of 1,180 employees of the Bank
(93.4% of the total headcount) received external
training, in 2018 – 166%, or 1,817 employees.
The total duration of external training in 2019
was 27,368 academic hours, including short-term
training (two-day programs - 18 academic hours)
and long-term training under MBA programs.
The average duration of external training per
an employee of the Bank in 2019 was 23.19
academic hours. The average number of training
hours for men was 20.02, for women - 26.16.
In 2019, a total of 1,379 employees of the Bank
completed internal training (100% of the total
headcount) compared to 1,092 in 2018.

EMPLOYEE TURNOVER, %

11.9

Taking into account that the personnel
development is one of the components of success
of any organisation, the Bank annually allocates
funds for personnel training and development.

2018

9.1

2019

The total duration of internal training in 2019
was 19,172 hours, taking into account shortterm training (webinar, technical training) and
e-learning. The average duration of internal
training per an employee of the Bank in 2019 was
13.9 academic hours. The breakdown of training
hours by gender is as follows: men - 11.6, women
- 14.9.
In 2019, the Bank conducted regular trainings
for its employees due to the introduction of
amendments and additions to the regulations,

introduction of the Bank’s new information
system, improvement of the IT infrastructure,
etc. Training was also aimed at improving the
professional qualifications and motivation of
the Bank employees who are able to make
effective decisions to achieve the goals and
objectives of the Bank. Furthermore, the Bank
employees attended external seminars, courses
and trainings in Kazakhstan and abroad in various
fields to improve their professional skills and
study best international practices. Employees of
the Bank periodically attend specialized courses
to improve their qualifications and obtain
certification.
In 2019, the Bank purchased and installed at
its servers the iSpring remote learning system
designed on the basis of the micromodular
training methodology and focused on the
Bank’s consultants. The iSpring system provides
e-courses designed by the working group from
among the Bank’s employees. Since September
1, 2019, consultants and employees of the Bank
have been trained using the new e-learning
system.
During the year, the Bank regularly replenished
the library of the Mirapolis remote learning
system with educational electronic interactive
courses designed for all employees of the Bank.
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TALENT POOL

TESTING OF FRONT-OFFICE
EMPLOYEES

The Bank began to form its talent pool in 2008 in
accordance with the Guidelines for the Executive
Talent Pool Formation and Training by identifying
high-potential employees and promoting their
professional and career growth.

In order to verify and control the knowledge of
internal documents (bank products, business
processes, service standards, current promotions,
sales techniques), employees of branches were
required to take quarterly online tests through
gamification. In 2019, 100% of the total number
In 2019, the talent pool included 102 employees,
of front-office employees passed the test with
of whom 12 persons were promoted to higher
the average score of 90%.
positions and 24 persons were removed due to
dismissal.

IN 2019, 100% OF THE TOTAL NUMBER OF
FRONT-OFFICE EMPLOYEES PASSED THE TEST
WITH THE AVERAGE SCORE OF 90%
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EMPLOYEE REMUNERATION
The compensation of the Bank employees
consists of a fixed part (official salary, benefits)
and a variable part (bonus).
The size of the official salary depends on the
grade structure and is set in accordance with the
pay grade system and organizational structure
approved by the Management Board of the
Bank.

Each grade has a salary range with the minimum,
average and maximum values.
The pay grade system shows salaries between the
minimum and the maximum pay for a particular
grade.

PERSONNEL POLICY
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AVERAGE BASE SALARY FOR MEN AND WOMEN
BY CATEGORY IN 2019
men

women

Executives, KZT thous

1,413.47

1,885.08

Heads of structural units, KZT
thous

704.88

804.76

Top managers, specialists, KZT
thous

266.43

241.76

The pay grade system is developed based on the
principle of internal fairness (compensating the
positions of similar value to the Bank within a
given range) and external factors (sufficient base
salary to attract and retain Bank employees).

MOTIVATION OF THE BANK
EMPLOYEES
In 2019, the bank continued to improve the
efficiency, transparency and parity of the system
of financial and non-financial intensives, which is
one of the most important areas of the human
resources policy, ensuring compliance with the
standards and guarantees in accordance with
the Labor Code of the Republic of Kazakhstan.
In order to attract highly qualified specialists,

82

increase employee engagement and satisfaction,
reduce staff turnover and develop the HR brand,
the Bank conducts regular labor market and
salary surveys.
The approved bonus system for the Bank takes
into account each employee’s performance and
individualcontributiontotheBank’sperformance.
The incentive system is designed to promote
high performance and improved productivity.
In addition to performance bonuses, the Bank
employees receive cash bonuses on public
holidays of the Republic of Kazakhstan. The Bank
also implements a system of moral incentives,
which recognizes employee’s personal merits
in the form of gratitude, awarding a certificate
of honour, the ranks “Best Employee of the
Bank”, “Honored Employee of the Bank”, and
nomination to government awards and ranks.
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IN ORDER TO ATTRACT HIGHLY QUALIFIED SPECIALISTS,
INCREASE EMPLOYEE ENGAGEMENT AND SATISFACTION,
REDUCE STAFF TURNOVER AND DEVELOP THE HR BRAND,
THE BANK CONDUCTS REGULAR LABOR MARKET AND
SALARY SURVEYS.
SOCIAL PROTECTION

• health improvement when providing annual
paid leave;
• marriage;

The goal of the policy of social support for the
Bank’s employees is to ensure a cohesive team and
take care of each employee. The Bank provides
employees with benefits and compensations as
part of an extensive social package in accordance
with the Guidelines for the Provision of Social
Support to Employees of the Bank. All payments
are made out of the Bank’s budget.
The Guidelines provide for the following types
of social support for the Bank’s employees:
1.

Financial aid;

Financial aid is paid to employees in the following
cases:

• maternity leave, ladoptive parents’ leave;
• birth/adoption of a child;
• medical treatment/surgical operation of an
employee or employee’s family members;
• death of an employee/employee’s family
members.
2.

Voluntary health insurance program;

Employees and their family members are
provided with health insurance in accordance
with the voluntary health insurance program. The
funds allocated for medical insurance in case of
employee’s disease are spent in accordance with

PERSONNEL POLICY

contracts signed with insurance companies in a
manner prescribed by the laws of the Republic
of Kazakhstan or pursuant to medical care
contracts signed with medical organizations.
Health insurance costs per employee should not
exceed 100 MCI established for the respective
fiscal year.
In 2019, a total of 1,953 people (1,287 employees
of the Bank and 666 their family members) were
able to use the medical care services under
voluntary health insurance contracts.
3.

OCCUPATIONAL HEALTH AND
SAFETY, CIVIL DEFENSE AND
FIRE SAFETY

Compensation payments

If an employee changes the place of
residence due to transfer to another job locality,
the following compensation payments are made
upon presentation of supporting documents for
actually incurred expenses:
• payment of the rail/road travel costs of the
invited/transferred employee and his or her
family members.
• payment for rail/road transportation of
property of the invited/transferred employee
and his or her family members.
4.

In 2019, 143 employees were on three years’
parental leave. In particular, 93 employees took
parental leave during the year and 72 employees
returned to work after parental leave.

Assistance in solving housing issues.

The Bank implements a set of measures aimed at
creating and ensuring safe and healthy working
conditions, civil defense and fire safety.
In accordance with regulations and internal
documents of the Bank in the field of occupational
health and safety, the Bank provides training,
briefing and testing for employees, responsible
officials of the Central Office and branches of
the Bank, briefing of contractor employees
performing work and providing services under
business contracts, temporary workers and
students serving as interns in the Bank’s divisions.
In 2019, the following activities were carried out:

1. Occupational safety and health training for 16
The Bank, depending on its financial position, may
employees in a specialized center;
assist the invited/transferred employee in solving
housing issues through partial reimbursement 2. Introductory briefings for 102 newly hired
employees;
of the cost of housing rent (for a period of not
more than 2 years).
3. Knowledge testing for 1,187 employees.
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In the field of civil defense, the Bank has
establishedcivildefenseheadquarters,appointed
responsible persons, created civil defense groups
from among the employees, conducts quarterly
drills and training, including evacuations, rescue
and fire-fighting operations. In 2019, the Bank
organized trainings in the Emergency Situations
Department of Almaty (2 employees), a training
webinar in the Bank with the participation of
security specialists (11 employees), and 20 drills
to evacuate employees in the Bank.

1
OCCUPATIONAL SAFETY
AND HEALTH TRAINING
IN A SPECIALIZED
CENTER

16

PERSONS
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In the field of fire safety, employees and
responsible
officials
undergo
briefings,
buildings, premises and territories of the
Bank are inspected for compliance with fire
safety regulations, availability of primary fire
extinguishing equipment, automatic alarm and
warning systems for personnel, fire water supply,
air and smoke removal and gas fire extinguishing
systems. In 2019, a total of 17 employees were
trained in the field of fire safety.

2
INTRODUCTORY
BRIEFINGS FOR
NEWLY HIRED
EMPLOYEES

102

PERSONS

3
KNOWLEDGE
TESTING

1,187
PERSONS

CORPORATE SOCIAL RESPONSIBILITY

08

CORPORATE SOCIAL
RESPONSIBILITY

The Bank provides active support to achieve
socially oriented goals of the state and to
ensure equal access for the population to
the housing construction savings system in
all regions of Kazakhstan. The Bank considers
corporate social responsibility (CSR) as one of
the key principles of its activities and corporate
behavior, In this regard, in December 2016, the
Management Board of the Bank adopted the
Corporate Social Responsibility Strategy (CSR
Strategy) which became the key document
determining the principles and priorities of the
Bank’s CSR activities.
The Bank recognizes its responsibility for
the economic, social and environmental
consequences of its activities, and also
recognizes the need for a set of measures
to promote the sustainable development of
society and assumes voluntary commitments
for socially responsible behavior to a wide range
of stakeholders.

1. Commitment to the mission, shared values
and vision of the Bank.

and unforeseen negative consequences of its
activities.

2. Providing quality services based on the high
professionalism of the Bank’s employees.

Compliance with the principles of the CSR
Strategy is part of the corporate culture and is
mandatory for all employees of the Bank.

3. Respect of person’s honor, dignity and
rights.
4. Honesty and mutual respect in relations
with stakeholders.
5. Cautious approach in making management
decisions.
6. Legality of actions taken and responsibility
for their consequences.
7. Protecting health of the Bank’s employees.
8. Openness in relations with stakeholders.

Based on the CSR Strategy, the Bank has identified
six priority groups of stakeholders: customers,
the Shareholder, employees, business partners,
the government, the society. The Bank accepts
constructive criticism from the stakeholders
According to the CSR Strategy, the Bank adheres aimed at improving the Bank’s activities in the
to the following principles in carrying out its field of CSR and undertakes to respond to such
criticism with measures to prevent unintended
activities:
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Key areas of corporate social responsibility
1. Ethical business conduct
2. Employee development
3. Environmental protection.
4. Promoting charity and sponsorship
In 2019, in order to determine the fundamental
guidelines, principles, rules and approaches
to be followed by the Bank in developing a
sustainability management system, the Bank
approved the Sustainable Development Policy.
Furthermore, the Bank approved the 2019-2020
Action Plan to ensure sustainable development.
According to the plan, in the reporting period,
the responsible departments of the Bank
carried out a number of activities in the field of
sustainable development.
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CORPORATE SOCIAL RESPONSIBILITY

STAKEHOLDER ENGAGEMENT
The Bank strives to support reliable and stable

decisions and carrying out its operations.

relations with key stakeholders, taking into

The key stakeholder groups were selected
based on the level of their impact on the Bank’s

account their interests when making key
Stakeholder groups

Customers

Shareholder

Employees
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Ways of communicating

The Bamk keeps in touch with its customers during
the provision of services through service centers
and outlets, consultants and consulting centers,
and remote channels.
In order to receive feedback from customers, the
Bank operates a Contact Center.

The Namk keeps in touch with the Sole Shareholder
through meetings, processing of requests and
decisions of the Shareholder, and submitting
reports.

Employees have the opportunity to provide
feedback through internal communication with
their immediate superiors.
The Ombudsman provides an opportunity to report
violations of business ethics in the Bank.
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operations and the level of the Bank’s influence
on stakeholders.

Stakeholders’ interests

Measures taken

Relevant and competitive lending and savings
conditions that help to effectively solve housing
issues.
Prompt, proper and comfortable services provided
by the Bank.

The Bank provides various banking products and
services of high quality.
In 2019, the Bank and its customers signed 406,954
agreements worth KZT 1.2 trillion. Customers have
access to a wide regional service network, including
remote channels.
To maintain long-term, friendly and open relations
with customers, the Bank holds various cultural
events on a regular basis

Stable financial position of the Bank, payment of
dividends.
Efficient corporate governance and a high level of
transparency.

Ensuring favorable working conditions.
Complying with the provisions of employment
agreements
Creating an efficient personnel policy.
Providing all employees with equal opportunities
for the development, performance assessment and
career growth

The Bank complies with the requirements of the
dividend policy. Thus, on July 25, 2019, the Bank
paid dividends for 2018 totaling KZT 7,937 million.
The Bank, in a manner prescribed by the by law,
ensures timely disclosure of reliable financial
statements and information about its operations.
The annual financial statements undergo external
audits.
Management information about the Bank was
provided in a timely manner on a quarterly basis.
From the start of its activity, the Bank has been
creating favorable working conditions (wages,
working hours, etc.) for all of its employees.
The Bank provides a decent social package.
Professional development of employees is one of
the Bank›s key priorities.
The Bank has an ombudsman who ensures
compliance with the Code of Business ethics,
advices employees and initiates dispute resolution.

CORPORATE SOCIAL RESPONSIBILITY

Partners

The Bank actively participates in business meetings,
negotiations and other events to maintain reliable
relations with partners.

Fulfilling the assumed obligations.
Compliance with international standards
of corporate governance and sustainable
development.

The Bank on an ongoing basis supports and
develops mutually beneficial cooperation with
its partners, including international financial
institutions. Since March 2014, the Bank has been
a member of the European Federation of Building
Societies, and since September 2014 - a member of
the International Union for Housing Finance.
The Bank has a Code of Business Ethics that
determines the fundamental valuesand principles
of corporate (business) ethics to be followed by the
Bank›s employees.

Society

The Bank receives feedback in the course of its PR
and marketing activities.
The Bank considers applications to support
charitable projects.
The Bank provides feedback with regional offices
that have better knowledge of the situation in the
regions where they operate.
The Bank operates a hotline as a confidential
channel to receive information about corruption
violations by employees and consultants of the
Bank.

The Bank actively participates in solving social and
economic issues in the regions where it operates.
Complying with the principles of sustainable
development based on the interests of a wide
range of stakeholders.
Maintaining the transparency of the Bank as a
socially significant financial institution.

The Bank actively participates in public life in
the regions where it operates, provides socially
significant services and supports charitable events.
In 2019, as part of advertising and PR activities,
the Bank implemented a number of major projects
to increase the level of brand recognition and
confidence and also to promote the Bank’s
products and services.

Compliance with the law.
Implementation of state housing programs.

The Bank recognizes its responsibility to the state
and complies with applicable laws.
The Bank acts as an operator of state housing
programs, ensuring their effective implementation,
develops business processes and products and
participates in the development of legislative
initiatives.
The Bank also takes anti-corruption measures to
prevent illegal and unethical business practices.

Government
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Holding meetings with regulatory and specialized
government bodies.
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CORPORATE SOCIAL RESPONSIBILITY
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ECONOMIC PERFORMANCE
DISTRIBUTION OF ECONOMIC VALUE, KZT MLN
2017

2018

2019

53.559

62.605

84.435

fee income

833

1.144

1.275

other income

66

114

8

6.812

8.489

9.195

343

386

517

6.779

7.676

7.937

-

-

-

4.620

6.108

7.402

-

-

-

25.587

26.455

27.642

Created economic value (income):
Operating income (interest income)

Distributed economic value:
wage expenses
tax expenses and payments to the state budget

payments to capital suppliers (interest and dividend payments)
charity and sponsorship
other operating expenses
other non-operating expenses
Economic value for distribution (net income)
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In 2019, the total economic value created
by the Bank was KZT 85.7 billion. Being a
major commercial organization, the Bank
contributes to the social and economic
development of the country through the
distribution of the created economic value to
its main stakeholders.
A more significant contribution to society
and the economy is made by the Bank in
the course of its operating activities with a
view to developing the housing construction
savings system in the country. The Bank helps
the citizens of Kazakhstan to solve their
housing issues and thereby promotes the
development of the state and improves the
living standards of people.
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ENVIRONMENTAL
PERFORMANCE

PROCUREMENT
The bank seeks to ensure transparency and
efficiency of procurement procedures that are
carried out in accordance with the Guidelines for
the Procurement of Goods, Works and Services.
The Bank actively uses information systems
to automate organization and procurement
processes by means of requesting price quotes
or competitive bidding.

• fair competition among potential suppliers;
• control and responsibility for decisions made;
• minimization of the participation of
intermediaries in the procurement process;
• effective implementation
investment projects.

of

strategic

In 2019, a total of 1,103 procurements contracts
Procurement of goods, works, services is based were signed for a total amount of KZT 9,214,540
on the following principles:
with 1,734 articles. Total savings on all purchases
• openness and transparency of the reached KZT 397,7 million. The local content
in the procurements contracts was 56% in the
procurement process;
reporting period
• optimal and efficient spending of procurement
budget;
• purchase of goods, works and services of high
quality;
• providing all potential suppliers with
equal opportunities to participate in the
procurement process and supporting
organizations of persons with disabilities
(private entrepreneurs with disabilities);
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The Bank is a financial institution with a wide
branch network.
To support its operations, the Bank needs
significant volumes of electricity and heat. The
Bank takes energy-saving measures to minimize
its environmental impact and improve operating
efficiency. In order to save cash and electricity,
the Bank uses 18-48W LED lights for indoor
lighting. In 2019, the Bank’s headquarters
consumed 829,103 kW of electricity. The Bank’s
branches also continue to implement measures
to reduce electricity and heat consumption.

CORPORATE SOCIAL RESPONSIBILITY
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CHARITY AND SPONSORSHIP

The main types of waste for the Bank as a
financial institution are paper, office supplies
and retired office equipment. In the reporting
period, the Bank made efforts to transfer
used paper for recycling. Since 2014, the
Bank has been using the Documentolog
electronic workflow system to reduce paper
consumption. This system helped to automate
the entire internal document flow of the Bank
and digitize such business processes as the
formation, coordination, verification, approval
of documents, status monitoring, distribution,
search and archiving.

Charity and sponsorship are essential elements
of the Bank’s corporate culture and one of the
traditional ways of contributing to the society,
ensuring social, political and economic stability
in the regions where the Bank operates.

Charity and sponsorship are very important for
the Bank, as they play a major role in creating
a business image of the Bank and its internal
corporate culture. The Bank reviews all incoming
requests for financial assistance and promotes
a program to engage employees in charity
projects in various forms, e.g. private cash and
other donations, where each employee has the
During the year, no environmental violations or opportunity to make a personal contribution to
penalties were reported.
the common cause.
Charity, sponsorship and philanthropic
assistance are provided by the Bank in strict
compliance with the Charity Guidelines of
HCSBK and in accordance with the main areas
of the 2018-2020 Charity Program of HCSBK.
In 2019, the Bank received 40 requests from
public organizations and individuals asking for
financial help. In accordance with the Charity
Guidelines of HCSBK, applicants are required to
fill out an individual/legal entity’s questionnaire
and provide a full package of constituent
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IN 2019, THE BANK RECEIVED 40 REQUESTS FROM PUBLIC
ORGANIZATIONS AND INDIVIDUALS ASKING FOR FINANCIAL
HELP.
documents to the compliance control unit
before the submission to the Human Resources
Committee and the Management Board of the
Bank. In 2019, 8 applicants submitted packages
of requested documents for consideration by
the compliance control unit. Due to incomplete
disclosure of information in the legal entity’s
questionnaire, the compliance control unit
gave negative conclusions on the submitted
applications and they were not considered
any more. Applications from two public
organizations were considered at the meetings
of the Human Resources Committee and the
Management Board following the positive
opinion of the compliance control unit.
Thus, in 2019, sponsorship was provided to the
following organizations for a total of KZT 3.5
million: Paryz public charitable foundation to
organize the WeMen in Business Forum in Almaty

on February 21, 2019 and the Association of
Business Women of Kazakhstan to organize the
JAS QANATTAR - BUSINESS TRENDS forum of
youth entrepreneurship in Astana on February
20, 2019. Also, during 2019, the Chess for All
charitable event was held for children with
disabilities by the Chess Development Public
Fund with the support of the Bank.
During the year, employees of the Bank
initiated and provided financial aid, at their
own expense, to people in need. Employees
of the Central Office and branches of the Bank
raised funds to purchase and donate food
baskets to veterans of the Great Patriotic War
on May 7, 2019, low-income families and the
Nur charitable orphanage in the city of Talgar
in December 2019. Furthermore, the Bank
provides financial aid to its employees who
need medical treatment.

ANNEX
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ANNEX

ANNEX 1.
ABOUT THE REPORT

• Stakeholder engagement – the Bank’s
operations are disclosed in this Report in a
broader socio-economic context.

• Sustainable development – the Bank’s
This Annual Report of HCSBK includes financial
operations are disclosed in this Report in a
and non-financial information on the Bank’s
broader socio-economic context.
activities for the period from January 1 to
• Materiality – the Report addresses only those
December 31, 2019, as well as data from
issues in respect of which the Bank has the
previous periods and a number of forwardmost prominent influence on stakeholders’
looking statements. The Bank has been issuing
decisions.
annual reports since 2004. The 2018 Annual
Report was published on July 31, 2019. This • Completeness – the Bank exerted efforts
2019 Annual Report has not been certified by
to disclose the material topics relating to its
external experts.
activities as fully as possible and provide all
the necessary information.
This is the Bank’s first Annual Report that
includes information on the sustainable
development disclosed in accordance with the
international non-financial reporting standards
(GRI Standards, Basic Compliance Option).

The principles of ‘materiality’ and ‘stakeholder
engagement’ were applied to define the
sustainable development topics that will be
disclosed in the Report. The principles of
The Bank prepared the Annual Report and ‘sustainable development’ and ‘completeness’
defined its content in accordance with the were applied to collect and disclose information
following principles of the GRI Standards:
on the relevant topics.
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DEFINING THE REPORT CONTENT
To define the list of information for inclusion in
this Report, the Bank analyzed all sustainable
development topics proposed by the GRI
Standards. The topics were evaluated by the
degree of importance for the Bank, taking
into account its long-term development
strategy, and by the degree of importance for
stakeholders, which was determined in the
course of stakeholder engagement during the
year. The analysis results were used to build
the Materiality Matrix (see below). Topics in the
upper right corner of the Matrix are considered
the most significant and are disclosed in this
Report.

ANNEX

Significance for stakeholders

MATERIALITY MATRIX

Significance for the Bank
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Topics
(the most significant topics revealed by the results of the analysis are highlighted in gray)
Economic performance
Market presence
Indirect economic impacts
Procurement practices
Anti-corruption
Anti-competitive behavior
Materials
Power
Water
Biodiversity
Emissions
Effluents and wastes
Compliance with environmental regulations
Environmental appraisal of suppliers
Employment
Labor-management relations
Occupational health and safety
Training and education
Diversity and equal opportunities
Non-discrimination
Freedom of association and collective bargaining
Child labor
Forced or compulsory labor
Safety practices
Rights of indigenous people and minorities
Evaluation of human rights observance
Local communities
Assessment of suppliers' impact on society
State policy
Customer health and safety
Products and services labeling
Consumer privacy
Compliance
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ANNEX

ANNEX 2.
FINANCIAL STATEMENTS
STATEMENT OF FINANCIAL POSITION
(KZT ’000)

December 31, 2019

December 31, 2018

Cash and cash equivalents

151,024,879

173,374,282

Investments in debt securities

196,087,584

153,202,035

5,214

19,034

993,338,343

662,310,101

Property, plant and equipment and assets in the form of use rights

5,256,199

3,625,112

Intangible assets

3,874,218

2,375,748

171,542

408,467

2,979,171

1,771,342

Other assets

338,503

217,860

Long-term assets available for sale

199,399

1,036,265

1,353,275,052

998,340,246

Customer accounts

902,023,405

665,497,961

Borrowings

105,626,763

59,570,463

Debt securities issued

78,650,059

57,730,697

Deferred tax liabilities

15,944,892

10,515,406

Deferred tax liabilities

4,175,467

3,468,744

Other liabilities

2,152,659

1,895,177

ASSETS

Investments in equity securities
Loans and advances to customers

Prepaid current income tax liabilities
Other financial assets

TOTAL ASSETS
LIABILITIES
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ANNEX

STATEMENT OF FINANCIAL POSITION

TOTAL LIABILITIES

1,108,573,245

798,678,448

Share capital

78,300,000

78,300,000

Additional paid-in capital

80,980,344

54,568,526

Revaluation fund for available-for-sale investment securities

(3,077,553)

(1,999,265)

Other reserves

2,283,335

2,283,335

Other reserves

86,215,681

66,509,202

OTHER RESERVES

244,701,807

199,661,798

TOTAL LIABILITIES AND CAPITAL

1,353,275,052

998,340,246

TOTAL LIABILITIES AND CAPITAL

1,353,275,052

998,340,246

CAPITAL
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STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
(KZT ’000)

2019

2018

84,434,726

62,605,385

(27,893,450)

(13,747,790)

56,541,276

48,857,595

(346,691)

(461,340)

Net interest margin and similar income after provision for credit losses

56,194,585

48,396,255

Fee and commission income

1,274,895

1,144,236

Fee and commission expenses

(5,062,970)

(2,360,439)

Expenses arising upon initial recognition of assets at below market rates

(5,158,301)

(3,820,994)

-

87,787

8,021

(133,293)

(90)

26,291

Other operating expenses less revenues

(1,181,202)

(884,624)

Administrative expenses

(17,114,060)

(14,982,795)

Profit before tax

28,960,878

27,472,424

Income tax expenses

(1,318,879)

(1,017,255)

Interest income calculated using the effective interest rate method
Interest and similar expenses

Net interest margin and similar income
Valuation reserve for credit losses

Recovery of expenses on operations with trading and investment securities
Reversal of impairment / (impairment) for debt securities at fair value through other comprehensive income
and other financial assets
(Expenses) / revenues less income/(expenses) from foreign currency transactions
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STATEMENT OF PROFIT AND LOSS AND OTHER COMPREHENSIVE INCOME

INCOME FOR THE YEAR

27,641,999

26,455,169

(Expenses)/revenues less income/(expenses) from debt securities at fair value through other comprehensive
income

(969,721)

2,670,075

- (Expenses) less income from debt securities at fair value through other comprehensive income transferred
to the statement of profit and loss as a result of disposal

(108,553)

(61,622)

(14)

17,869

Other comprehensive (loss) / income for the year

(1,078,288)

2,626,322

TOTAL COMPREHENSIVE INCOME FOR THE YEAR

26,563,711

29,081,491

3,530

3,379

Other comprehensive income/(loss):

Items that may be subsequently reclassified as profits or losses:

Items that will not subsequently be reclassified as profit or loss:
(Expenses)/revenues less income/(expenses) from investments in equity securities at fair value through
other comprehensive income

Basic and diluted earnings per share for earnings attributable to a bank shareholder (KZT per share)
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STATEMENT OF CHANGES IN EQUITY

(KZT ‘000)

Additional paid-in
capital

Profit for the year
Other comprehensive income

-

-

Total comprehensive income recognized for 2018

-

-

-

25,274,469

-

-

-

-

-

Balance as of December 31, 2018

78,300,000

54,568,526

-

Adjusted balance as of
January 1, 2019

78,300,000

54,568,526

Profit for the year
Other comprehensive loss

-

-

Total comprehensive income for the year

-

Difference between the amounts derived from the Ministry of Finance of
the Republic of Kazakhstan and Almaty Akimat and their fair value at the
date of initial recognition minus deferred tax liabilities
Payment of dividend to shareholders
Dynamic reserve dissolution

Difference between the amounts derived from the Ministry of Finance of
the Republic of Kazakhstan and Almaty Akimat and their fair value at the
date of initial recognition minus deferred tax liabilities
Payment of dividend to shareholders
Refund of unused compensation
Balance as of December 31, 2019

98

Share capital

Revaluation reserve
Revaluation reserve for securities at fair
for available-for-sale value through other
securities
comprehensive
income
2,626,322
2,626,322
-
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Other reserves

Total capital

26,455,169
-

26,455,169
2,626,322

26,455,169

29,081,491

-

-

25,274,469

-

(1,106,269)

(7,675,971)
1,106,269

(7,675,971)
-

(1,999,265)

2,283,335

66,509,202

199,661,798

( 1,999,265)

2,283,335

66,509,202

199,661,798

-

(1,078,288)

-

27,641,999

27,641,999
(1,078,288)

-

-

(1,078,288)

-

27,641,999

26,563,711

-

26,411,818

-

-

-

-

26,411,818

-

-

-

-

-

(7,936,551)
1,031

(7,936,551)
1,031

78,300,000

80,980,344

-

(3,077,553)

2,283,335

86,215,681

244,701,807

-

-

Retained earnings
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ANNEX

STATEMENT OF CASH FLOWS
(KZT ’000)

2019

2018

82,768,875

62,261,589

(24,836,432)

(12,020,221)

1,274,895

1,144,236

Fees paid

(4,925,783)

(2,360,439)

Personnel costs paid

(9,001,745)

(8,193,297)

Administrative and other operating expenses paid

(7,554,958)

(6,263,959)

Income tax paid

(2,255,422)

(2,402,752)

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

35,469,430

32,165,157

-

10,208,000

(334,820,225)

(205,021,824)

(1,207,660)

(737,575)

(125,914)

192,250

237,088,445

139,132,706

- other financial liabilities

77,522

(231,851)

- other liabilities

56,703

137,919

Cash flows from operating activities
Interest income calculated using the effective interest rate method
Interest expenses calculated using the effective interest rate method
Other similar interest expenses
Fees received

Net decrease/(increase) in:
- cash held in other banks
- loans and advances to customers
- other financial assets
- other assets
Net (decrease)/increase in:
- customers funds
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STATEMENT OF CASH FLOWS
(KZT ’000)

2019

2018

(63,461,699)

(24,155,218)

Acquisition of property, plant and equipment

(1,273,166)

(1,169,958)

Acquisition of intangible assets

(2,028,087)

(731,989)

67,127

47,258

Acquisition of debt securities at fair value through other comprehensive income

(37,356,065)

(36,068,547)

Acquisition of investments in debt securities carried at amortized cost

(139,842,191)

(95,634,075)

Revenues from disposal of debt securities at fair value through other comprehensive income

50,138,101

56,999,317

Revenues from the repayment of debt securities carried at amortized cost

83,250,000

144,700,000

(47,044,281)

68,142,006

92,000,000

39,000,000

-

(23,560,000)

Obtaining loans from local executive authorities of the Republic of Kazakhstan

2,500,000

1,200,000

Repayment of loans from local executive bodies of the Republic of Kazakhstan

-

(4,376)

Net cash flows used in operating activities

Cash flows from investing activities

Sale of fixed assets

Net cash (used in) / received from investing activities

Cash flows from financing activities
Obtaining loans from the Government of the Republic of Kazakhstan
Repayment of loans from the Government of the Republic of Kazakhstan

Repayment of the loan from Samruk-Kazyna SWF

100

(18,277,000)

Proceeds from issue of debt securities

20,000,000

57,700,000

Dividends paid

(7,936,551)

(7,675,971)
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STATEMENT OF CASH FLOWS
(KZT ’000)

2019

2018

(131,178)

-

88,155,271

66,659,653

1,306

27,803

Net (decrease)/increase in cash and cash equivalents

(22,349,403)

110,674,244

Cash and cash equivalents at the beginning of the year

173,374,282

62,700,038

Cash and cash equivalents at the end of the year

151,024,879

173,374,282

Long-term lease

Net cash inflows from financing activities

Effect of changes in exchange rates on cash and cash equivalents

A complete set of financial statements of the Bank, including the auditor’s report,
is available at the Bank’s website in the “About the Bank”/”Reporting” section.
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ANNEX 3.
GRI INDEX
Standard
No. 3

Indicator

Report Section/Comment

2019 ANNUAL REPORT

Page

GRI 101 (2016): Foundations
GRI 102 (2016): General disclosure
Organization Profile
102-1

Organization name

About the Bank

10

102-2

Activities, brands, products and services

About the Bank

10

102-3

Headquarters location

Contacts

109

102-4

Location of operations

Geography of Operations

13

102-5

Ownership and legal form

About the Bank

10

102-6

Markets of operations

Geography of Operations

13

102-7

Scale of the organisation

Key Indicators,
Personnel Composition and Structure

4-5
79

102-8

Information on personnel and other employees

Personnel Composition and Structure

79

102-9

Supply chain

Housing Construction Savings System

11

102-10

Significant changes in the scope, structure and property

(In the reporting year, there were no significant changes in the scope, structure and property)

102-11

Application of the precautionary approach

Risk Management Policy

71

102-12

External initiatives

Membership in International Associations

14

102-13

Membership in associations

Membership in International Associations

14

Address by the Chairman of the Board of Directors,

5,6

-

Strategy
102-14

Statement of a senior decision-making officer

Ethics and Integrity
3

102

Year of publication of a relevant Standard is specified in brackets
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Address by the Chairman of the Management Board

ANNEX

Standard
No. 3

Indicator

102-16

Values, principles, standards and norms of behavior

Report Section/Comment
Mission and Vision
Business Ethics

2019 ANNUAL REPORT

Page
18, 67

Corporate Governance
102-18

Corporate governance structure

Corporate Governance System

45

Stakeholder Engagement
102-40

List of stakeholder groups

Stakeholder Engagement

86-87

102-42

Identification and selection of stakeholders

Stakeholder Engagement

86-87

102-43

Approach to stakeholder engagement

Stakeholder Engagement

86-87

102-44

Key topics and concerns raised

Stakeholder Engagement

86-87

Reporting Practice

3

103

See the Annual Financial Statements

-

102-45

Entities included in the consolidated financial statements

102-46

Defining the Report content and topic boundaries

About the Report

92

102-47

List of material topics

About the Report

93

102-48

Restatement of indicators

(This is the first report on the GRI Standards, which required the adaptation of key sustainable
development indicators to the requirements of the Standards)

102-49

Significant changes in the scope and topic boundaries compared to
previous reporting periods

About the Report

92

102-50

Reporting period

About the Report

92

102-51

Publication date of most recent report

About the Report

92

102-52

Reporting cycle

About the Report

92

102-53

Contact person to ask questions regarding the Report

Contacts

109

Year of publication of a relevant Standard is specified in brackets
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(the Bank has no subsidiaries)

-

ANNEX
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Standard
No. 3

Indicator

Report Section/Comment

102-54

Statement of the Report preparation in accordance with the GRI
Standards

About the Report

102-55

GRI Index Table

GRI Index

102-56

Organization’s practice in external assurance of the Report

About the Report

92

Page
92
102-106

GRI 103 (2016): Management approach
103-1

Materiality and boundaries

About the Report

92

103-3

Management evaluation

Corporate Governance System

45

Specific elements
GRI 200 Economic topics
GRI201 (2016): Economic performance
103-2

Information on management approach

Economic Performance

88

201-1

Direct economic value generated and distributed

Economic Performance

88

GRI204 (2016): Procurement practices
103-2

Information on management approach

Procurement

89

204-1

Local supplier expenses

Procurement

89

GRI205 (2016): Anti-corruption
103-2

Information on management approach

Anti-Corruption

68

205-2

Communication and training about anti-corruption policies and
procedures

Anti-Corruption

68

205-3

Confirmed incidents of corruption and actions taken

Anti-Corruption

68

Environmental Performance Indicators

89

GRI 300 Environmental topics
GRI306 (2016): Environmental topics
103-2
3

104

Information on management approach

Year of publication of a relevant Standard is specified in brackets
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Standard
No. 3

Indicator

Report Section/Comment
Environmental Performance Indicators

306-2

Waste by type and method of disposal

(This indicator is disclosed taking into account the industry-specific annex to the GRI G4
Guidelines for Banks)

2019 ANNUAL REPORT

Page
89

GRI 400 Social topics
GRI402 (2016): Employer-employee relations
103-2

Information on management approach

Personnel Policy

402-1

Minimum notice period for operational changes

(Not later than fifteen calendar days (the Bank is guided by the requirements of the Labor
Code of the Republic of Kazakhstan))

79
-

GRI403 (2016): Health and safety
103-2

Information on management approach

83

403-1

Occupational health and safety system

83

403-2

Evaluation of injuries and risks

83

403-3

Labor safety services

83

403-4

Communications with employees regarding occupational health
and safety

403-5

Employee training

403-6

Promotion of labor safety

83

403-7

Prevention of injury and safety risks

83

403-9

Occupational injuries

-

403-10

Occupational diseases

-

Ensuring occupational health and safety, civil defense and fire safety(In 2019, the Bank did not
have any occupational diseases or injuries.)

83
83

GRI404 (2016): Training and education

3

105

103-2

Information on management approach

Training

80

404-1

Average training hours per year per employee by gender and
category

Training

80

Year of publication of a relevant Standard is specified in brackets
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Standard
No. 3

Indicator

Report Section/Comment

404-3

Percentage of employees undergoing regular performance and
career development reviews by gender and category

Testing of front office employees
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Page
-

GRI405 (2016): Diversity and equal opportunities
103-2

Information on management approach

Personnel Policy

79

405-1

Composition of management bodies and main categories of
personnel of the organization

Personnel Composition and Structure

79

GRI418 (2016): Consumer privacy
103-2

Information on management approach

(The Bank ensures the privacy of its clients as well as the protection of personal data, strictly
observing relevant laws of Kazakhstan.)

-

418-1

Customer complaints for violation of privacy and loss of personal
data

(In 2019, there were no significant cases of violation of the rules for the use of personal data
that caused harm to customers. There were no complaints from customers.)

-

GRI419 (2016): Compliance
103-2

Information on management approach

Risk Management Policy and Internal Control System

71

In 2019, two facts were reported:
1) Based on the results of the investigation conducted by the Committee for Regulation
of Natural Monopolies, Protection of Competition and Consumer Rights of the Ministry of
National Economy of the Republic of Kazakhstan, the Bank was brought to administrative
liability in accordance with Article 159, part 5 of the Administrative Code. On June 26, 2019,
the Bank paid a fine in the amount of 1,000 MCI (KZT 2,525,000.0).
419-1

3

106

Violation of legislation in terms of social and economic issues

Year of publication of a relevant Standard is specified in brackets
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2) The Shymkent Department of the Committee for Labor, Social Protection and Population
Migration of the Ministry of Labor and Social Protection of the Population of the Republic
of Kazakhstan conducted an audit of compliance with the requirements of the laws on social
protection of people with disabilities in the Republic of Kazakhstan. Based on the audit
findings, an order No. 69 dated September 03, 2019 was issued to eliminate violations of
the requirements of the laws on social protection of people with disabilities in the Republic
of Kazakhstan. The deadline for the fulfilment is March 4, 2020. In accordance with subparagraph 1) of paragraph 1 of Article 83 of the Administrative Code (failure to provide people
with disabilities with access to social and transport infrastructure), a fine in the amount of 400
MCI (KZT 1,010,000.0) was imposed on the Bank. The fine was paid on September 20, 2019.

-
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Abbreviation

Meaning

HCS

housing construction savings

EXPO

(Exposition), an international exhibition that is a symbol of industrialization and an open platform to demonstrate technical and technological achievements

MEDIA

Mass media

KASE

Kazakhstan Stock Exchange is a stock exchange headquartered in Almaty, Kazakhstan

SMS

short message service is a type of service in cellular (and some other) communication networks, a short text message

MCI

monthly calculation index

CSD

cash settlement department

ISO

International Organization for Standardization, an international organization that issues standards

SC

service center of the Bank

IIN

individual identification number of an individual

EU

The European Union is an economic and political union of 27 European states

GDP

gross domestic product

USA

The United States of America

STB

second-tier banks

AEIR

annual effective interest rate

TP

tariff program

SP

state program

RDP

2020 Regional Development Program of the government

PHC

private housing construction
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IT

Information technology

QIWI

an English term that means the United System of Instant Payments

QR

Quick Response

EPAY

an English term that means an electronic payment

ХML

eXtensible Markup Language

IS

information systems

IS

information systems

ELS

e-learning system

IE

individual entrepreneur

RB

regional branch of the Bank

SO

service outlet of the Bank

PR

Public Relations

UNDP RK

United Nations Development Program in the Republic of Kazakhstan

GAP

strategic analysis method used for searching the steps to achieve the set goal

IFRS

International Financial Reporting Standards

IS

information security

FT

feedback tools
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ADDRESS:
Republic of Kazakhstan

FAX:
+7 (727) 279 35 68

91 Abylai Khan Ave.

+7 (727) 330 9 300

PricewaterhouseCoopers LLP
A25D5F6, Almaty, 34 Al-Farabi Ave. A Bldg.,
4th Floor

050000, Almaty,

PHONE:

AUDITOR AND REGISTRAR:

E-MAIL:
mail@hcsbk.kz

BIN 970940001318, IIC
KZ6783201T0200370000 in Citibank
Kazakhstan JSC, BIC CITIKZKA, KBe 17, KNP
859
Central Securities Depository JSC
Almaty, 050051, Samal-1, 28
Phone: +7 (727) 262 08 46, 355 47 60

CALL CENTER:
300, 8-8000-801-880
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CORRUPTION AND FRAUD HOTLINE:
+7 (727) 220-97-91

BIN 970740000154 , IIC
KZ72125KZT1004300114 in the National Bank
of the Republic of Kazakhstan,
BIC NBRKKZKX,
Kbe 15,
KNP 841,
NIN KZ1C04620015
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