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This special issue highlights the
legislative amendments aimed at
minimizing risks inherent in
activities of financial institutions

Legislative changes aimed at
minimizing risks inherent in
activities of financial
institutions

In our alert issued in January 2012 we
referred to the amendments seeking
to minimize risks inherent in financial
institutions and financial activities. In
this issue we will review the changes
in detail.

The amendment made changes to
civil, procedural, criminal,
administrative and tax legislation, as
well as a number of laws relating to
activities of legal entities established
either as joint stock companies
(banks, insurance companies, pension
funds and brokerage firms), limited
liability partnerships or non-profit
organizations. In total, 35 legal
documents were amended.

Most of the changes took effect as of
1 February 2012.

The amendment prohibits legal
entities from engaging in certain
activities and revises their internal
structure.

For instance, banks and insurers are
prohibited from engaging in
transactions as part of their
entrepreneurial activity, acquiring
interests in legal entities and offering
assets as collateral. For insurance
companies, no individuals may own
more than 10% of the shares of an
insurance firm; insurance companies
may not offer compulsory insurance
services unless they have a major
shareholder which is an individual or
an insurance holding company, and
have branches in all significant cities
of Kazakhstan; the overall capital of
nonresident subsidiaries may not
exceed 50% of the total capital of all
insurance firms in Kazakhstan;
advertisement which is not correct at
the moment of publication should not
be published.

For pension funds, no individual can
own or hold more than 10% of shares,
and no legal entity registered in an
offshore jurisdiction can exercise
direct or indirect control of voting
shares.

Should you be interested in additional
information, please contact your usual PwC
client service team or any of those listed
below.
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Under the new amendments, the charter of a
pension fund should require that a code of
corporate governance is adopted, a corporate
secretary appointed, a corporate website created
and a golden share prohibited.

The provisions of civil law were expanded by
adding two articles which impose punishments
for the embezzlement of funds raised from bond
issuances or the destruction of documentation or
information which forms part of registers of
holders of securities in the form of fines,
imprisonment or restrictions on holding certain
offices. The administrative legislation contains a
broader list of events which trigger
administrative responsibility.

Another novelty is a more detailed regulation of
the internal structure and procedures of
committees of the board of directors.

Numerous changes were made to the Securities

The amendment enhanced the ability of the
general public to access information about
affiliated persons, bank guarantees and bails.

With regards to the above, changes are being
drafted to a number of certain legal enactments
aimed at reducing risk exposures inherent in
entrepreneurial activities. We expect the draft to
cover some 30 statutes.

In addition to the changes discussed above, the
amendment also introduces changes into the
Kazakh Tax Code that create a special taxation
regime concerning the project of improving
banks’ asset portfolios in relation to toxic assets.
This project is being implemented by Kazakh
National and domestic commercial banks. We
understand that the initiative provides the
opportunity for domestic banks to transfer their
distressed assets to special purpose subsidiaries
as well as to the Distressed Assets Fund (DAF)
set up by the Kazakh National Bank, the
principal goal of which is to manage and
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Numerous changes were made to the Securities
Market Act of 2003. The scope of powers of the
regulator was widened to exercise more
restrictive sanctions. In particular, paragraph 2-1
was added under which a member of the
investment committee may be dismissed if
violations are identified. Qualified investors
were added to the list of participants in the
securities market.

Requirements to prospectuses for offerings were
revised. The legislation requires that additional
disclosures are made in connection with
procedures for distribution of net income in the
company; for a prospectus for a bond issuance,
contracts with agents of bondholders and
contracts with companies rendering consulting
services; for limited liability partnerships,
procedures for allocation of the issuer’s income
to partners.

The amendment introduced a prohibition on
issuance of nongovernment bonds by microloan
companies, credit partnerships, mutual
insurance companies and pawnshops. The terms
of issuance of bonds as part of a bond issuance
programme and under any subsequent issuances
are required to be the same. The list of events on
occurrence of which a license can be suspended
was enlarged.

principal goal of which is to manage and
improve the quality of toxic assets. The goal of
the proposed tax changes is to create a favorable
tax environment for the participants in this
project. Below we provide an overview of key
changes:

• Kazakh banks are given an exemption from
income tax on the amount of the reversed
provision in excess of the value at which a bad
loan is transferred to the DAF (and the provision
created for the entire loan value due by a
borrower as of the transfer date). An income tax
exemption is also given to banks in relation to
income from assignment of loan claims arising
at the time of purchasing such claims from the
DAF;

• Banks are also allowed to deduct for tax
purposes provisions against loans issued to
special purpose subsidiaries to finance purchases
of distressed assets from banks;

• Exemption from withholding tax is given
for interest receivable by the DAF and/or special
purpose subsidiaries on toxic loans under their
management;

• Tax exemption is given to the DAF on its
incomes generated as a result of its work to
improve the quality of toxic assets purchased
from domestic banks;
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• Tax exemption is given to special purpose
subsidiaries on incomes which they receive during the
course of their business and that are remitted back to
the parent bank.

The above tax terms will stay in place until 2018.
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