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Welcome Address

Welcome Address of the Chairperson
of the Board of Directors of UAPF JSC
Dear Ladies and Gentlemen,
We are happy to present 2017 Performance Report of the Unified
Accumulative Pension Fund to you.
The important strategic and tactical decisions were made at the meeting
of the Board of Directors in January 2017 in order to strengthen
the internal controls in UAPF JSC and transfer the Fund’s own assets
into fiduciary management of the National Bank of the Republic of
Kazakhstan.
We worked hard for the whole year to achieve the tasks set to
UAPF, chief among which was to regain the public confidence
as it is a basis for further development of the entire defined
contribution pension system.
The Management Board ensured the documents important
for the Fund to be developed, such as the Internal Control
Policy and the Fraud Risk Management Policy adapted
to international standards and the best established
international practices (Basel III, COSO). These
documents approved by the Board of Directors
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describe a three-level system to protect the activities of
UAPF JSC and determine the list of financial instruments
allowed for acquisition from its own assets, requirements for
issuer ratings, and allocation limits for financial instruments
of the same issuer. All this contributed to the safety of UAPF
JSC’s own capital. The Fund’s internal audit was tightened,
the responsibilities of all business units, including regional
ones, were intensified.
As for the investment management of pension assets,
which pursuant to the Law On the Pension Provision in
the Republic of Kazakhstan is performed by the National
Bank, it should be noted that from the beginning of
2016, in accordance with the amendments to the pension
legislation, key functions of developing proposals for
UAPF’s pension assets management have been transferred
to the competence of the Council of the National Fund
Management of the Republic of Kazakhstan. Since then,
this Council has been determining annual directions for
investment of UAPF pension assets. The National Bank of
the Republic of Kazakhstan together with the Government
of the Republic of Kazakhstan prepares proposals for
investment of UAPF pension assets on an annual basis,
which are submitted for consideration and approval by the
Council. Pension assets are invested in accordance with
the terms and restrictions established by the Investment
Declaration of UAPF approved by the Management Board
of the National Bank in March 2016. In 2017, pursuant to
the declaration, the structure of the investment portfolio
contained the government securities of the Republic of
Kazakhstan, securities of the quasi-public sector, bonds
of second tier banks, bonds of international financial
organizations and other reliable financial instruments. For
diversification purposes, the foreign currency component of
the portfolio was increased in 2017; and as of January 1,
2018, about 72.5 % of pension assets in total were placed
in rating financial instruments with a minimum level of risk.
As a result, the year-end return exceeded the inflation rate,
and this trend continues to persist.
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the regular and full contributions. In addition, much work
should be done to develop a culture of pension planning
through the development of the financial and legal literacy
of people concerning pensions. The knowledge about the
pension system should be based on information on the state
of their individual pension savings account, which is available
to the members through all modern channels. One of the
areas of the development of the pension system is to build a
model for long-term forecasting of the aggregate pension,
which should meet the requirements of the International
Labor Organization standards, i.e. make up at least 40 % of
lost earnings.

Best regards,
Dina GALIYEVA
Chairperson of the Board of Directors of UAPF JSC,
Deputy Chairperson of the National Bank
of the Republic of Kazakhstan

The Board of Directors believes that the objectives set in
2017 to the employees and the Management Board have
been achieved. Based on the opinion of an independent
audit company, the financial statements on pension assets
and owner’s assets in all significant aspects comply with the
accepted standards. Figures and facts given in the annual
report can prove it.
In 2017, the Board of Directors of the Fund approved the
Corporate Development Strategy of UAPF JSC for 2017 –
2021. The strategy provides the goals and objectives of
UAPF for the short- and medium-term period. First and
foremost, this is an increased coverage of the population
by the accumulative pension system through attracting new
contributors and an increased share of active contributors,
since the adequacy of future pension provision depends on
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Welcome Address

Welcome Address of the Chairperson
of the Management Board of UAPF JSC
Dear Members,
Let me present 2017 UAPF Performance Report and tell you about the key
events and indicators, which are – in our opinion – essential both for the
Fund and for all participants of the unified accumulative pension system.
For UAPF, 2017 was the year of transparency and implementation
of advanced technologies, the year of improvement and corporate
development. Understanding the social responsibility to each member for
formation of the pension capital was a real challenge to us, however, made
every day at work eventful and interesting. Improved efficiency of business
processes, strict reporting and transparency of our activities became the
Fund’s operation rules.
We have learnt the lessons of the past and mitigated the negative
background occurring late in 2016 and early in 2017 that resulted
from investigative and judicial events, which tattered people’s
trust in the pension system. UAPF focused its attention on
dealing with the media and addressed all of the enquiries made
by journalists. Press conferences took place quarterly and
briefings addressing relevant topics were held monthly. As
a result, according to UAPF, about 15,000 articles were
published in the media for the 12 months of 2017.
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We recorded 475 negative articles in January (27.8% of total
number of published items, i.e. the maximum level recorded
in the media monitoring); however, an independent analysis
demonstrated that a number of negative items had reduced to
zero by the end of the year. Aggressive comments on the Internet
changed to the interest of users and their wish to receive answers
to questions of concern about pension savings.
In order to assess the first results of our work and keep it efficient,
the Fund in cooperation with Public Opinion Research Center LLP
conducted a social research and identified that the Population
Confidence Index in respect of the pension system of Kazakhstan
was 5.9 out of 10 points, Confidence Index in respect of UAPF
was 5.7 out of 10 points. These numbers served as benchmark
we used to set new milestones, goals and objectives.
There were more than 18,000 field presentations with 557,000
people attending conducted at enterprises and in organizations.
This means that more than half a million Kazakhstanis might ask a
question of their concern about pension savings and get personal
advice. The Memoranda of Cooperation in implementation of
social tasks were signed with Akimats of all regions as well as
Astana and Almaty.
Founded in 2017, the Public Council at UAPF is always in touch
with the Fund. The experts, journalists, representatives of public
organizations, who are members of the Council, are united
by the fact that they are members of pension system and are
interested in stable operation and development of the pension
system. The valuable thing is that the members of the Council
receive information directly from the Fund’s management and
employees; they can see what the Council does and have all their
questions answered and then communicate this information to
public.
As for internal business processes of the Fund, I would like to
note that the analysis and reengineering of business processes
held early in 2017 enabled us to optimize and reduce repeated
and inefficient functions, introduce a new payroll system. In
2017, UAPF headcount was reduced by 13% (290 counts),
payroll expenses reduced by 2.47B KZT or 23% vs targets for
2017.
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Using your personal online account with a digital signature, you
can file an application for opening an IPSA, a pension benefits
payment application, track the status of such applications,
change the member’s details, change the statement review
option. And for sure, check the state of your pension savings
account, make pension forecast calculations. This means we
can now maintain the entire way of a contributor in the pension
system online – from signing an agreement to receiving benefits.
As a result, a share of operations made online took 52% of all
operations made.
Operation of UAPF information systems and launch of new
projects require an increased focus to be put on information
security. In 2017, the Fund passed a recertification audit of
the Information Security Management System that proves high
quality of services for keeping information concerning more than
10 million Kazakhstanis confidential, integral and available.
Moreover, the Fund obtained a certificate of compliance with
information security requirements according to the Law of
Kazakhstan On Informatization, which certifies that the Fund
passed the state attestation for compliance with the security
standards of the Republic of Kazakhstan. KPMG auditing
company conducted an audit of the Fund’s information systems
late in 2017; the audit resulted in the conclusion that the basic
processes of the Fund had 82% general level of automation. The
index of failure-free service of information systems was 99.98%
The indicators provided for by this report prove that the system
operates well. Contributions are received, benefits are paid, and
pensioners receive their savings. As of January 1, 2018, the
accumulated pension assets amounted to 7.78T KZT. UAPF has
a margin of safety and is ready for fulfillment of new objectives,
and the accumulative pension system has a development
potential.

Best regards,
Nurbubi NAURYZBAYEVA
Chairperson of the Management Board of UAPF JSC

High-quality provision of pension services in accordance with the
best practices and standards is one of the strategic objectives of
UAPF. Let us look at numbers. 6.3M operations were made in
the Fund in 2017, of which only 159 (0.003%) were followed
by complaints. In addition, 6,500 commendations for good
services and clarifications in layperson terms were received
addressed both to branch offices and service centers and to
individual employees and managers for the reporting period.
We address each complaint, and commendations inspire us to
further operational improvements.
For the year we launched almost a full range of electronic services
providing the use of UAPF services without visiting an office.
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1. How does the Pension System of the
Republic of Kazakhstan work?
The Republic of Kazakhstan was the first among the countries of
the Commonwealth of Independent States to implement a pension
provision reform. The main thing in the pension reform was the gradual
transition from the pay-as-you-go system based on solidarity of
generations to the accumulative pension system (APS), which provides
for the personal participation of each worker in the accumulation of
a future pension. As a result, there is a multi-level pension system.
Responsibilities for pension provision are divided between three
members of the pension system of the Republic of Kazakhstan. First
of all, it is the state, which pays a “solidarity” pension depending
on the length of service until 1998, and the basic pension paid to
citizens regardless of their length of service at the rate of 54 % of the
minimum living wage. Since July 1, 2018, the procedure for assigning
a basic pension has changed: the amount will depend on the length
of participation in the pension system. Also, the state guarantees
the safety of pension savings from compulsory pension contributions
and compulsory occupational pension contributions to UAPF, including
protection from inflation.
Second, the employer is also responsible for the timely and full
transfer of the second-level pension contributions, i.e. the compulsory
accumulative pension system that has been operating since 1998.
It consists of 10 % compulsory pension contributions (CPC) from
the employee’s income and 5 % compulsory occupational pension
contributions (COPC) at the employer’s expense in favor of workers
employed in hazardous industries (introduced since January 1, 2014).
These savings are accumulated on the contributor’s individual pension
savings account and are the contributor’s property, and therefore will
be inherited.
Every contributor is no less responsible and shall monitor the state of
savings and control the process of transfers from the employer. By the
way, the contributor may optionally make the third-level contributions
to the pension system of the Republic of Kazakhstan – voluntary
pension contributions (VPC) – whether in his/her own favor as well as
in favor of third parties.
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Sources of pension benefits
Accumulative pension
from voluntary
contributions

Accumulative pension
from compulsory
contributions

Accumulative pension
from employer’s compulsory
contributions to be
introduced from 2020

Basic pension
(with total length
of service taken into
account since Jul 1,
2018)

PAYG pension
(from experience to 01.01.1998)

In the current situation, the principle of diversifying the sources of pension benefits will allow the
Kazakh pension system to remain financially sound and ensure a higher level of pension income.
The components of this model are interrelated and complement each other. This, in turn, allows
ensuring compliance with the standards of the International Labour Organization, saying that
the the replacement coefficient is recommended at a level of at least 40 % of the pensioner’s lost
earnings with a length of service of at least 35 years and a regular nature of contributions made 12
times a year.
The pension system of the Republic of Kazakhstan is constantly developing. The priority areas of
development include:
► introducing a notional defined contribution component or Employer’s Compulsory Pension
Contributions (ECPC). Employer will at its own expense transfer 5 % contributions to the
employee’s notional accounts regardless of the conditions of their work;
► developing voluntary pension contributions. Calculations show that even minimal voluntary
contributions on a regular basis significantly increase pension savings. At the same time, the
sums of voluntary pension contributions made in contributor’s favor are exempt from taxation
when transferring to a pension account;
► involving all working population of Kazakhstan in APS.
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2.1. Fund’s Profile. History of Creation
Founded in September 1997, the State Accumulative Pension Fund
(SAPF) played an essential role at the development stage of the
accumulative pension system. SAPF was the first accumulative pension
fund in the country. Since the introduction of APS there were up to 16
pension funds operating in the country’s financial market, of which 10
operated as of January 1, 2013.

A notional defined
contribution component
of the pension system to
be introduced – 5 % ECPC
COPC of 5 % introduced
at the employer’s
expense for employees
with hazardous
working conditions

An option of transferring
pension savings to
insurance organizations

APS started operating
10 % compulsory pension
contributions

Security
agency officers
transferred for
pension provision
at the budget
expense

UAPF founded and all
pension assets and
liabilities transferred to
UAPF from private funds
(Mar 8, 2013 – Mar 2014)
SAPF is a default
fund
Law on APS
adopted, SAPF
established

Major APS Development Stages
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On June 21, 2013, the Law of the Republic of Kazakhstan On Pension
Provision in the Republic of Kazakhstan was adopted, whereby on
July 31, a decision was made to establish the Unified Accumulative
Pension Fund (UAPF) on the basis of SAPF. UAPF JSC was registered
on August 22, 2013; the Government of the Republic of Kazakhstan
became the founder and shareholder.

APS Infrastructure in Kazakhstan

Government
of Kazakhstan
(Shareholder)

Unified Accumulative Pension
Fund

► Consulting on accumulative
pension system
► Opening IPSA for contributors of
CPC, COPC and VPC
► Entering investment income into
contributor’s IPSA
► Accounting pension assets and
liabilities
► Providing information from
contributors’ IPSA
► Paying pension benefits and
making transfers to insurance
organizations
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Council of the National Fund
Management

► Considering and developing
proposals to improve
the performance of
the management of
pension assets of the
Unified Accumulative
Pension Fund
► Developing proposals for
and approval of the list of
authorized instruments
to place pension assets of
the Unified Accumulative
Pension Fund
► Reviewing the annual
performance report of
the Unified Accumulative
Pension Fund

National Bank of
the Republic
of Kazakhstan

► Managing pension
assets
► Providing custodian
services
► Approving investment
declaration
► Performing financial
monitoring and
supervision

Uniﬁed Accumulative Pension Fund JSC

In September 2013, as required by the new law, the stateowned shareholding of UAPF JSC was transferred into
fiduciary management to the National Bank of the Republic
of Kazakhstan. In addition, the functions of a custodian
bank and a UAPF pension asset manager were assigned
to the National Bank. Since January 1, 2016, according to
the Decree of the President of the Republic of Kazakhstan,
the functions on developing proposals for improving
the efficiency of pension asset management have been
assigned to the Council of the National Fund Management.
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about its employees as it understands that employees are
the most valuable asset of the organization.

UAPF portfolio is managed according to the investment
declaration. The investment objects include debt and
equity financial instruments issued by state and local
executive bodies, quasi-public institutions, international
organizations and the corporate sector, second tier banks
and other reliable financial instruments.
As a non-profit organization, UAPF does not pursue the
goal of generating profit for the shareholder. UAPF is a
reliable unified administrator and operator of all financial
and information flows of the accumulative pension system
of the Republic of Kazakhstan. It is a socially-oriented
structure, whose mission is to provide organizational
support to contributors in the accumulation of pension
savings by improving the quality of services, reliable
accounting of pension assets, and improving the culture of
planning of retirement savings.
In its activities, UAPF is guided by the fundamental principles
of social responsibility, including observance of human rights
and the rule of law, transparency and accountability, ethical
behavior and respect for the interests of stakeholders. As a
socially responsible organization, it provides services to its
members in an efficient, timely and fullest manner; fulfills
its commitments to the state, partners and suppliers; cares

13
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In view of the foregoing, UAPF values are defined as follows:
► Reliability – the Fund operates within the strict framework established by the legislation
of the Republic of Kazakhstan.
► Transparency – the Fund is aimed at maintaining high standards of corporate
governance, regularly publishes information on the status of the accounts of
contributors and its current financial condition in public information sources.
► Customer orientation – the interests of UAPF clients are the most important, and the
Fund does its best to make its pension services available, comprehensible and meet the
expectations of consumers anywhere inside and outside Kazakhstan.
► Progressiveness and self-improvement – the Fund’s personnel constantly learns
and applies their new skills and knowledge to be ready for the demands and challenges
of the time.
► Liability – UAPF management and employees are liable to the members for the
continuous improvement of the Fund’s operations, and the economical and rational use
of resources.
In order to interact effectively with stakeholders, clarify the principles of APS operation,
study the opinions of the civil society (members) on the accumulative pension system,
develop proposals for improving APS, the Public Council was established under UAPF in
Almaty, which is an independent consulting and advisory body that unites all members of
the accumulative pension system.
At the same time, according to the corporate development strategy for 2017–2021, UAPF
sets the following strategic goals and objectives:
1. High-quality services provided in accordance with the best practices.
1.1. Ensuring equal access to pension services.
1.2. Meeting established standards of pension services.
1.3. Bringing business processes of the Fund in line with the quality management system
standards for the further development of an integrated risk management and internal
control system.
2. Developing a culture of pension accumulation planning by people of the
Republic of Kazakhstan.
2.1. Improving financial and legal literacy of people in pension provision.
2.2. Enhancing public confidence in the accumulative pension system through the
formation of a positive image of UAPF.
2.3. Building a culture of personal pension plans.
2.4. Developing voluntary pension plans.
3. Implementing the legislation of the Republic of Kazakhstan in the areas of
further development of the accumulative pension system in Kazakhstan.
3.1. Shifting to the monthly pension benefits paid from UAPF.
3.2. Introducing a notional defined contribution component of the accumulative pension
system, i.e. employer’s compulsory pension contributions.
3.3. Fulfilling the functions by UAPF as a Competent Authority within the Pension
Agreement for Employees of the EAEU Member States.
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The Fund is managed by the Board of Directors
of UAPF JSC with four Committees: Audit
Committee, Personnel and Remuneration
Committee, Strategic Planning Committee and
Social Affairs Committee. The executive body of
UAPF JSC is the Fund’s Management Board.

2.2. Members of the Board
of Directors

Dina GALIYEVA
Chairperson of the Board of Directors of UAPF
JSC/Deputy Chairperson of the National Bank
of the Republic of Kazakhstan

Kadyrzhan DAMITOV
Member of the Board of Directors of UAPF JSC/
Independent Director, Advisor of the Chairperson
of the Management Board of Kazkommertsbank
JSC, Member of the Association of Financiers of
Kazakhstan

Svetlana ZHAKUPOVA
Member of the Board of Directors of UAPF JSC/
Vice Minister of Labour and Social Protection
of Population of the Republic of Kazakhstan
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Nikolay KADYUKOV
Member of the Board of Directors of UAPF JSC/
Deputy Chairperson of the State Property and
Privatization Committee of the Ministry
of Finance of the Republic of Kazakhstan

Nurbubi NAURYZBAYEVA
Member of the Board of Directors of UAPF JSC/
Chairperson of the Management Board
of UAPF JSC

Bissengali TADZHIYAKOV
Member of the Board of Directors of UAPF JSC/
Independent Director, Member of the Board
of Directors of Interteach Kazakh Corporation
of Health and Medical Insurance Joint-Stock
Company
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2.3. Members of
the Management Board

Nurbubi NAURYZBAYEVA
Chairperson of the Management Board, Member
of the Board of Directors
In charge of general governance of the Fund’s
activities over all issues not related to the exclusive
competence of the sole shareholder or the Board
of Directors of the Fund

Saule YEGEUBAYEVA
Deputy Chairperson of the Management Board
In charge of general governance, coordination and
control over the issues of providing information
and conducting explanatory work, support and
development of the regional network, functioning
and updated state of the risk management system,
investment portfolio analysis, actuarial research,
strategic analysis, operation of branch offices
and interaction with government agencies
and stakeholders

Baurzhan MUKHAMEDZHANOV
Deputy Chairperson of the Management Board
In charge of general governance, coordination
and control over the issues of functioning and
development of information technologies of
the Fund, improvement of the service and quality
control of the pension services, maintenance of
the document circulation and archive of the Fund and
interaction with government agencies
and stakeholders
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Zhanara TULEGENOVA
Managing Director
In charge of general governance and coordination
over the issues of informing members, delivery of
remote consulting services, accounting and financial
reporting on pension assets, accounting and control
over custodial account transactions, operating
activities on payments and transfers of pension
savings, control over pension agreements and
interaction with government agencies, second tier
banks and stakeholders
Maulen UTEGULOV
Managing Director
In charge of general governance, coordination and
control over the issues of legal support of activities
of the Fund, bad assets, organization and conduct
of procurement, budget planning and execution
control, administration and maintenance activities
and financial and economic analysis of operation
of the Fund
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3.1. 2017 Pension Accumulations
As of January 1, 2018, the pension savings amounted to 7,780,738M
KZT increasing by 1,095,473M KZT or 16.4 %, over the year.
Preliminary figures indicate the ratio of the pension savings to GDP in
the Republic of Kazakhstan for 2017 was 15.1 %1. For comparison, in
2016, according to updated data, this indicator was 14.2 %.

1
2

+16.4%
7,781
15.1
14.2

7,781

6,685

15.1

На 01.01.2018

0

На 01.01.2017

0

6,685

5,828

2,000
1,000

14.2

11.4

3,000
1,000

На 01.01.2017

4,000

14.3

5,000

2,000

4,518

3,000
6,000

14.3
+16.4%

4,518
5,828

7,000

11.4

8,000
4,000

3,962

5,000

НаНа01.01.2016
01.01.2018

Payments of pension savings from UAPF, including transfers to
insurance organizations, for 2017 were as high as 211,118M KZT,
including:
— pension benefits for all purposes with individual income tax
amounted to 185,060M KZT (plus 26 % vs. 2016), of which 72 %
(132,632M KZT) were age-related benefits. The actual number of
benefits for the reporting period was 8.5 % higher than in 2016
and amounted to 340,000 units, including 291,000 under for the
first time applications. The number of beneficiaries was 321,000
people, which is 9.1 % higher than in the previous year;
— transfers of pension savings to insurance organizations under
annuity pension agreements in an amount of 26,058M KZT (plus
15 % vs 2016). In the reporting period, the Fund executed 2,854
applications for the transfer of savings, which is equal to a number
of applications in 2016, which was also 2,854 applications.

6,000

НаНа01.01.2015
01.01.2016

50 % CPC or 1,663M KZT were refunded to the state budget under the
applications filed by military and uniformed people.

7,000

На 01.01.2015

The average monthly pension contributions paid to UAPF is 63,004M
KZT. The average monthly number of contributions is 5.6M.
The amount of an average monthly CPC in 2017 was 15,100 KZT2. For
comparison, according to the Statistics Committee of the Ministry of
National Economy of the Republic of Kazakhstan3, an average monthly
salary in the Republic varied throughout the year between 140,300
and 163,700 KZT. In 2016, an average monthly CPC was 14,200 KZT,
an average salary varied between 132,800 and 142,400 KZT.

8,000

3,962

In 2017, the Fund received 67.1M pension contributions under all
types of agreements for a total of 756,053M KZT, including 63.7M
contributions for an amount of 720,412M KZT as CPC and 3.4M
contributions for an amount of 35,216M KZT as COPC. The amount
of contributions received in 2017 exceeds the volume of 2016 by 8 %
(698,423M KZT).

Pension savings, B KZT

01.04.2014
НаНа01.04.2014

The increase in the amount of pension savings in the reporting period
was formed by:
a) incoming cash flows of 757,699M KZT, including 756,053M
KZT of pension contributions, 1,646M KZT of penalties and other
income;
b) net investment income of 550,556M KZT; and
c) outgoing cash flows of 212,781M KZT, including 185,060M
KZT of pension payments with IIT, 26,058M KZT of transfers
to insurance organizations, 50 % of the compulsory pension
contributions of military people paid back to the budget, which is
1,663M KZT.

Pension savings
Pension contributions in % of GDP

Pension savings

*increase from Apr 1, 2014

Pension contributions in % of GDP
*increase from Apr 1, 2014

According to live data of the Statistics Committee http://stat.gov.kz
If more than one contribution was transferred to the same IPSA for a calendar month, all these
contributions would be considered as a single contribution.

3

http://stat.gov.kz
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+8.3%

Pension cash flows

0
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0
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2015

+24.4%

756.1

2016

211.1

141.1
2014

141.1
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105.9
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105.9

400

200

756.1

500

600

169.7

300

698.4

700

169.7

400

688.8

800
654.8

500

211.1

600

+8.3%

698.4

654.8

700

688.8

800

+24.4%

Key figures of the pension system

2017

2016

2017

Contributions for the year, B KZT
Benefits for the year, B KZT

Contributions for the year, B KZT
The net investment income (less commission fees) amounted to
Benefits
for the
year, yield
B KZT
550,556M KZT.
The weighted
average
to maturity (YTM) on
debt instruments in the investment portfolio was 7.5 % per annum.
The actual return on pension assets for the reporting period (calculated
on the basis of the increase in the value of the pension unit used for
accounting purposes for pension assets) was 7.92 %, 0.8 pp higher
than the accumulated inflation rate for the indicated period, which
amounted to 7.1 %.
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3.2. Member’s Portrait
As of January 1, 2018, total number of
individual pension savings accounts (IPSA)
was 10,119,000, including 9,637,000 for
CPC; 443,000 for COPC; and 39,000 for
voluntary pension contributions (VPC).
In 2017, a number of IPSA increased by
76,000 (1 %). This increase was due to the
opening of 396,000 IPSA for new contributors
of the Fund and the closing of 320,000 IPSA
for the following reasons: due to pension
savings paid in full – 192,000 agreements
(60 %); the consolidation of deposits as a
result of the updated agreement database –
81,000 agreements (25 %); a lack of savings
after 36 months from the date of the IPSA
opening – 47,000 agreements (15 %).
Of 9.1 million CPC accounts with an
agreement and the owners’ savings, 53 %
accounts are held by men (4.9M IPSA) and
47 % are held by women (4.3M IPSA). 95 %
of IPSA (8.7M) belongs to contributors,
and 5 % (0.4M) to beneficiaries. However,
the share of active IPSA contributors is only
69 %; i.e. the contributions were transferred
in the reporting period only to 5.9M IPSA of
8.7M IPSA. In 2016, a number of such active
contributors was 5.8M with a share of 67 %.
The average savings of contributors from
CPC amounted to 944,800 KZT by men
and 716,800 KZT by women. The average
savings of pre-retirement contributors (men
aged 60–62, women aged 55–57) from CPC
amounted to 1,152,600 KZT by men and
1,017,400 KZT by women. At the same time,
the average savings of contributors who made
regular pension contributions – between 10
and 12 contributions per year for 15–20
years, amounted to 3,300,000 KZT by men
and 2,261,000 KZT by women. The number
of contributors who have an opportunity
to purchase a pension annuity was 10,800
among men (at the age of 54+) and 2,600
among women (at the age of 49+).
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Structure of Individual Pension Savings Accounts
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Pension Asset Portfolio by Financial Instruments and
Currencies as of Jan 1, 2018
Asset Portfolio by Instruments as of
Jan 1, 2018, B KZT

Currency Structure of Assets as of
Jan 1, 2018, B KZT

4.5%
0.1%

3.6%
10.2%

0.5%

27.1%
46.1%

14.4%

21.2%

3,587.63 – SS RK
1,648.80 STB RK – (deposits, bonds and shares)
1,121.39 SS – of foreign states and MFO
791.68 – Securities of quasi-public organizations
277.41 – Deposits in foreign banks
357.41 – Other

72.3%

5,629.22 – KZT
2,110.34 – USD
36.9 – RUR
7.87 – Other currencies
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Accumulative Pension System in Figures
Rate of Return and Inflation Rate by Years
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3.3. Investment Activities performed by
the National Bank of the Republic
of Kazakhstan.
Pension assets are invested in accordance with the Investment Declaration
of UAPF, which is based on the list of authorized financial instruments
preapproved by the Council of the National Fund Management of
the Republic of Kazakhstan and approved by the Government of the Republic
of Kazakhstan.
In 2017, under the Investment Declaration UAPF pension assets were
invested on an arm’s length as follows:
— state securities of the Republic of Kazakhstan for an amount of 255.2B
KZT with a weighted average rate of return of 9.1 % per annum;
— foreign currency for an amount of 500.0B KZT to invest in foreign
markets;
— bonds of the international financial organization nominated in KZT for an
amount of 103.0B KZT with a return equal to inflation rate and a fixed
premium of ten basis points;
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—— specified bonds of the quasi-public sector
entities for an amount of 68.8B KZT with a
weighted average rate of return of 10.9 %
per annum;
—— second tier bank bonds for an amount of
13B KZT with a rate of return of 12.5 %
per annum.
Details of investment activities are regularly
published on UAPF website www.enpf.kz
(About the Fund – Investment Activities –
Structure of the Investment Portfolio of
Pension Assets).
Following the results of 2017, the rate of
return of UAPF pension assets distributed to
the accounts of contributors was 7.92 % with
an inflation rate of 7.1 %. Thus, a positive
real return on pension assets of 0.82 % was
ensured.
Kazakhstan has a unique model of state
guarantee for the safety of pension savings.
According to this model, as per Article 5 of
the Law of the Republic of Kazakhstan
On Pension Provision in the Republic of
Kazakhstan, the state guarantees the safety
of CPC and COPC to beneficiaries in an
amount of actually paid contributions with an
inflation rate taken into account at the time of
obtaining the right to pension benefits. Upon
occurrence of the right to pension benefits,
the return on IPSA is calculated on a caseby-case basis with an inflation rate taken into
account for the entire period of participation
in the accumulative pension system. If the
return rate is lower than the inflation rate, the
state pays this difference to the beneficiary at
the expense of the Republican budget.
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4.1. High-Quality Services provided
in accordance with the Best
Practices
The activities of UAPF JSC are aimed, first of all, at satisfying the current
needs of the members expressed in providing a full access to pension
services. In 2017, there were 231 personal service centers at 18 branch
offices in the country. Meanwhile, the same year, in order to ensure
equal access to pension services and create conditions promoting
improved quality of services, the Fund revised the standards of
the leased premises of the Fund. Taking these standards into account,
the branch offices worked to standardize the presence of direct
service offices based on administrative and territorial characteristics of
the Republic of Kazakhstan, the number of economically active and
employed population, the operational load on the offices of the Fund.
In 2017, 6.3M transactions were made by the branch offices based on
the Fund’s automated information system. Thus, employees perform an
average of more than 22,000 operations on a daily basis.
The Fund also provides a field service. As a part of the Mobile Agent
project aimed at improved accessibility of the Fund’s services, primarily
for people with disabilities, 6.5 times more operations were made in
2017 vs 2016. Thus, there were 7,100 visits with 189,500 operations
made. For comparison, 1,100 field visits were made with 29,000
operations performed in 2016. In addition, 13,500 members with
disabilities received services under the project with 38,700 operations
made.
UAPF offers several statement review options for contributors: a
personal visit to the Fund’s office, by e-mail or post, on UAPF website
or via UAPF mobile application, and on the website egov.kz or via
e-government mobile application with a digital signature. In 2017,
the members received 13.9M statements, the total number of which
is 1.5 times the number of IPSA for CPC. This indicates the growing
interest of contributors in the formation of their pension savings,
monitoring the completeness of contributions made and the level of
investment income.
In 2017, the Fund received 405,780 messages from the members
via feedback channels, which is 2.4 times more vs 2016 (169,159
messages). 65% of the messages were received via the Call Center,
27% via the Online Consultant on the corporate website of the Fund,
8% via other channels, including the Office of the Fund, the feedback
service and the Chairperson’s blog on the Fund’s website, Customer
Feedback Book, the Fund’s pages in social media. The messages in
the reporting period mainly concerned the following issues: opening
of IPSA, receipt of a copy of the agreement, IPSA statement review
options, payment and transfer of pension savings to the life insurance
companies.

In 2017, 6.3M transactions
were made by the branch
offices based on the Fund’s
automated information system

million
operation
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The Fund continued updating the pension agreements in
the database of the automated information system, which resulted
in a number of unidentified IPSA (without IIN with a technical
contract) reduced by 72,500 and was equal to 326,400 as of
January 1, 2018. Thus, for four years since the completion of
the process of acceptance and transfer of pension agreements from
accumulative pension funds to UAPF, 495,000 or 60% technical
contracts have been updated. This work is planned to be completed
by the end of 2020.
The Fund studies the international best practices of pension
provision systems and interaction with consumers, cooperates with
international organizations. In 2017, UAPF joined the Technical
Committee of the International Social Security Association (ISSA)
on pension issues and joined the workgroup under the Committee
engaged in research on Independent Employment and Digital
Economy. In addition, in May and September 2017, the Fund
participated in international conferences of the International
Association of Pension and Social Funds (IAPSF) on the Prospects
for the Development of the Pension Provision and Social Insurance
System in Georgia and Eurasian Countries (Batumi, Georgia)
and Financial Stability of Pension Provision Systems (Astana,
Kazakhstan).
The Fund also analyzed the international practices concerning
the development of voluntary pension products, alternative
use of pension savings, where practicable (education, housing,
healthcare services, etc.), the format of statements from
the foreign pension funds. Based on the materials studied, UAPF
improved the forms of statements to provide information in an
understandable, convenient and useful way for consumers,
namely:
— generating a single statement for all IPSA, if a member has
several types of agreements (CPC, COPC, VPC);
— contact details of the Fund added to the statements; and
— providing the return on pension assets and inflation rate for
the period since 2014, depending on the period requested
by a member.
The new form of the statements was approved in September and
was commissioned in October 2017.

Updating pension
agreements in UAPF
unidentified IPSA
(without IIN with a technical
contract) reduced by
30
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4.2. Digitization and Introduction of
Modern Technologies
In order to improve the availability of pension services,
the e-services of the Fund were actively developed and promoted
in the reporting period.
Since July 1, 2017, almost all major types of pension services have
been introduced on UAPF website in an online mode, except for
the transfer of savings to the life insurance companies and payments
due to emigration or contributor’s death. For execution of such
types of payments, a beneficiary shall submit additional supporting
documents to be checked by the operating employees of the Fund.
Transfers of pension savings under annuity pension agreements
are planned to be made available online after integration with
the information system of the state credit bureau, which forms the
insurance database.
UAPF e-services are provided with a digital signature (DS) used.
For six months more than 7,000 people used new e-services.
Moreover, the share of transactions via electronic communication
channels increased from 45 % to 52 % of the total volume of
operations for 2017 (with a target of 47 %).
To provide the members with an option of independent access to
pension services, UAPF developed kiosks providing the entire list
of e-services from the opening of IPSA to filing an application for
payment. In Q4 2017, the kiosks were installed in 18 UAPF branch
offices.
In 2017, there was an increased number of IPSA with an online
statement review option by 1.9M or 66 % vs 2016. Online
statement review option means obtaining a statement to e-mail
and via the website or mobile application. UAPF mobile application
was downloaded 650,000 times in 2017, which is 1.6 times
more often vs 2016 (398,000 downloads). In addition, in 2017,
1,119,000 members independently generated 7,569,000
e-statements from IPSA via portals and mobile applications of
UAPF and e-government.
In order to improve the availability of information on the Fund’s
activities and the accumulative pension system, the following
developments were made to the Fund’s website in 2017:
— the formal blog platform of the Chairperson of the Management
Board of UAPF JSC was introduced for anyone to ask a question
concerning the accumulative pension system of the Republic of
Kazakhstan and UAPF activities directly to the Fund’s CEO. For
the period from the launch of the new communication channel
in April 2017 to December 31, 393 questions were answered;
— a new consulting platform Counseling Office was introduced
to respond to anyone’s questions related to the accumulative

In 2017, a number of IPSA with
electronic statement review options
increased by

million units’

more vs. 2016

The automation level of basic
processes of the Fund is
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pension system and UAPF operation addressed directly to the Fund’s management,
whether as a group member or individually;
— the format of information published changed from static texts to dynamic, graphical and
tabular information;
— Expert Profile subsection was added to Investment Activities section; the new subsection
presents an extended detailed version of the structure of the investment portfolio of
pension assets broken down by financial instruments. Data visualization is presented in a
graphical and tabular form in an interactive mode, which is convenient and easy to use.
The functioning of UAPF information systems and launch of new projects require special
focus to be put on information security.
At the end of 2017, the Fund successfully passed the recertification audit of the Information
Security Management System (international certificate BSI No. IS665369). The certification
confirms the high quality of the services provided to ensure the confidentiality, integrity
and accessibility of UAPF JSC information. In addition, the Fund obtained a certificate
for compliance with information security requirements in accordance with the Law of
the Republic of Kazakhstan On Informatization, which confirms that the Fund has passed
the state attestation for compliance with security standards of the Republic of Kazakhstan.
Late in 2017, the Fund’s information systems were audited by KPMG, an audit company.
The auditors mentioned that the level of automation of the Fund’s core processes was 82 %.
In 2017, the Fund’s systems stopped 95 types or 884,437 denial-of-service attacks,
detected and deleted 208 types of viruses. However, cyberattacks did not result in any
failures of UAPF security system or leakage of personal data of the Fund’s members.
At the same time, interaction with relevant state authorities is being established to identify
and stop cyberthreats with regard to the information and communication infrastructure and
electronic information resources of UAPF JSC.
As for the development of the internal controls and business process optimization, the UAPF
implemented a three-level protection of the Fund’s activities, which is based on: separation
of powers, determination of the responsibilities of internal control entities and monitoring
of the internal controls; requirements for compliance with the hierarchy or sequence of
mandatory procedures for prior approval of responsible officers or managers.

Targeted notices to members

by e-mail

push notifications
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Starting from the second half of 2017, the Fund has been
monitoring the downtime of the systems required to provide
pension services. The indicator of uninterrupted operation of such
systems was 99.98 % with a target of 99.7 %.

4.3. Explanation of changes in
pension legislation
Since January 1, 2018, pension benefits have been paid from
UAPF under the established schedule on a monthly basis or by
purchasing a pension annuity. As part of preparations made to
fulfill this task, the Rules for Pension Benefits to be paid from
Pension Savings formed from Compulsory Pension Contributions,
Compulsory Occupational Pension Contributions from the Unified
Accumulative Pension Fund, and the Methodology for Calculation
of the Amount of Pension Benefits (approved by Government
Decree No. 1042 dated October 2, 2013) were amended and
the relevant amendments were introduced to the internal
normative documents (IND) of the Fund.

Since January 1, 2018, pension
benefits have been made from
UAPF under the established
schedule on a monthly basis

Due to the changes in the method of payments and the beginning
of a gradual increase in the retirement age for women, a targeted
information campaign was conducted in 2017 to reach the retired
or pre-retired members and women reaching the retirement
age in 2018, disabled persons of groups I and II (permanent).
The campaign included the following activities:
1) notifications were sent via the following communication
channels: 5,551 by e-mail; 63,097 text messages; 1,167
push notifications on a mobile phone; and 117,738 by post;
2) the lists of members subject to targeted information were
generated and sent to UAPF branch offices with contact
details indicated in order to inform them of the changes in
pension legislation and the need in a timely visit to the Fund
with an application for pension benefits; and
3) the information concerning the changes in retirement age
was published on UAPF website and pages in social media.
As a result of the activities performed a number of applications
for pension benefits due to retirement and disability of groups
I and I (permanent) increased 1.5 times in Q4 2017 compared
to the same period last year (49,700 in Q4 2017 vs 32,900 in
Q4 2016).
In 2020, it is proposed to introduce a new notional defined
contribution component – employer’s compulsory pension
contributions (ECPC). The notional defined pension accounts will
be opened with UAPF for each contributor for employers to transfer
ECPC at their own expense in an amount of 5 % of employee’s
monthly income. In order to prepare for the introduction of
ECPC, the Fund kept on working in 2017 on the methodological
framework for accounting of contingent assets and liabilities.
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Proposals for the National Bank concerning the mechanisms
for introducing a notional defined contribution component and
recommendations on the best option for redistribution of contingent
pension liabilities of contributors who have left the system in favor of
the most vulnerable members.
According to the Concept of Further Modernization of the Pension
System of the Republic of Kazakhstan until 2030, one of the main
areas of development is the improvement of APS parameters,
including the procedure of benefits payment. For this purpose,
the Fund started developing an automated actuarial model including
existing and new saving components of the pension system.
This will allow predicting the size and replacement coefficient of
the accumulative part of the pension for contributors, depending
on the amount of income, the frequency of contributions and
participation in the system.
The Fund has studied international practices and methods for
calculating pension annuities for the implementation of lifetime
pension benefits from APS. In cooperation with an independent
international actuary in mortality, a member of the SAPS (SelfAdministered Pension Schemes) Committee at the UK’s Institute
and Faculty of Actuaries, they conducted a research of the life
expectancy of various groups of the population of Kazakhstan based
on international experience. Based on the outcome of the work,
a report on a detailed analysis and selection of information for
further study of life expectancy was received and a table of mortality
for various groups of the population of the Republic of Kazakhstan
was provided. The table is necessary to ensure an adequate lifelong
pension.
Based on the new mortality tables, the Fund calculated the
coefficients of current value of pension savings and developed
proposals for amendments to the relevant regulatory and legal acts
of Kazakhstan.
In 2017, representatives of UAPF participated in the improvement
of the pension legislation through attending the meetings
of workgroups, making suggestions to the legislative acts of
the Republic of Kazakhstan concerning pension provision issues
and draft Procedure for Cooperation between Authorized Agencies

A number of field presentations of UAPF at the enterprises
and organizations in 2017

thousand
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of the Member States of the Eurasian Economic Union and
the Eurasian Economic Commission for the Application of Provisions
of the Pension Agreement for Employees of EAEU Member
States. As a result of the meetings, UAPF made suggestions to
the Procedure for Cooperation, optimized some blanks expected to
be used in the transfer of information when beneficiaries address to
the competent authorities for pension within EAEU.
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4.4. Public Awareness Efforts to
improve Financial and Legal
Literacy of People. Developing
a Culture of Pension Savings
Planning by People of the Republic
of Kazakhstan
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In the reporting period, the Fund joined the Social Express project
and in cooperation with the Ministry of Labor and Social Protection
of Population of the Republic of Kazakhstan and State Social
Insurance Fund JSC conducted explanatory work concerning
pension legislation and involvement of the working population in
the pension system, including women of pre-retirement age.
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According to the approved schedules, 283 large-scale presentations
were held in the regional centers with the media involved and
attended by 27,400 participants. In that time, special attention
was paid to conducting awareness-raising work in the regions
and rural districts. In total, UAPF held 18,100 field presentations
at enterprises and organizations in 2017 attended by 557,000
people.
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To ensure the effectiveness of awareness-raising efforts to involve
the population in APS and see how the regional branch offices
operated, the Fund’s management made working visits to all regions
of Kazakhstan. In the course of such visits, they signed Memoranda
on Cooperation and Interaction in achieving social tasks with
regional akimats. Based on the Memoranda, schedules for joint
presentations featuring the Fund’s employees and representatives
of local executive bodies in the districts of the region were made.

t

In 2017, the foundation for the development of a pension savings
culture among Kazakhstanis was laid. Thus, in the reporting period,
the work was done in two directions, which are: raising awareness
of the accumulative pension system and transparency of UAPF
activities as well as enhancing public confidence.
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The main channels for the dissemination of information were
the media and UAPF official website. The website was visited
20.8M times in 2017, which is 2.3 times more frequently vs 2016
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(8.9M views). In the reporting period, 69 press releases in Russian
and Kazakh were published on UAPF website, 100 news reports were
published. For comparison, in 2016 there were 29 press releases and
17 information messages.
The pages of national and regional newspapers, web-portals and
television provided 21,500 articles, shows and airs with UAPF
mentioned, whether as initiated by the Fund or by other sources, such
as the National Bank, the Ministry of Labor and Social Protection of
Population of Kazakhstan, experts, etc. For comparison, in 2016 9,800
articles were published with UAPF mentioned. 64.2 % (or 13,800) of
publications have a positive attitude and 32.1 % (or 6,900) are neutral.
As initiated by the Fund, as part of the implementation of the Crisis
Action Plan for information support of UAPF JSC activities and
the Media Plan for 2017, about 15,000 articles were posted on
the pages of national and regional newspapers, web-portals and
airs broadcast on television, which is 3 times more vs 2016 (about
5,200 publications) and 2.3 times more than for the previous 3 years
(2014–2016: 6,500 publications). Thus, publications initiated by
UAPF take about 70 % of the media scene about APS. The analysis of
the information field and the cyberspace shows that aggressive
comments changed to the interest of users and their wish to receive
answers to their questions about pension savings.
In Q4 2017, the Fund in cooperation with the Public Opinion Research
Center conducted a social research and identified the confidence
index of the Kazakhstanis in respect of UAPF and pension system of
Kazakhstan as well as the level of financial literacy in pension provision
using a ten-point scale:
1) more than a half of the Kazakhstanis tend to trust in the pension
system of Kazakhstan and UAPF: the Confidence Index in respect

confidence index in respect of the
pension system of Kazakhstan
4.0

7.5
7.2

7.5
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of the pension system of Kazakhstan was 5.9 points, Confidence
Index in respect of the Fund was 5.7 points. By the regions, the
highest points were observed in Mangystau Region (7.5 points),
Akmola Region (7.5 points) and Atyrau Region (7.2 points).
The lowest levels were found in Karaganda Region (5 points) and
Pavlodar Region (4 points).
58.2 % of Kazakhstanis have basic knowledge of the pension
provision in Kazakhstan and 24.7 % have advanced knowledge
in this area. Here, the leaders are Akmola Region (8.2 points),
Aktyubinsk Region (7.8 points), North Kazakhstan Region (7
points). West Kazakhstan Region (5 points) and Atyrau Region
(4.5 points) are the last in the rating.

The indicators obtained demonstrate the medium and above medium level
of confidence and financial literacy. The scope of the research also identified
the preferences of the Kazakhstanis when choosing a communication
channel: 31% of respondents wanted to receive information from
television, 28% – on the Internet, including the Fund’s official website,
10% – from UAPF mobile application, 3% – from newspapers, 20% – by
a personal visit to the offices or the Call Center of the Fund. However, senior
citizens prefer to receive information from the offices of the Fund and from
traditional channels, such as TV and the press, and young people over 30
prefer to receive information on the Internet.
These results served as benchmark to build the Fund’s strategy in
communications for further enhancement of confidence in UAPF and
raising awareness (literacy) of the Kazakhstanis concerning pension
provision.

The level of confidence of the Kazakhstanis in UAPF and accumulative
pension system of the country
have base knowledge
of the pension
provision in
Kazakhstan

7.0
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5.0

have advanced
knowledge of
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provision in
Kazakhstan

4.5

7.8
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THE FUND’S
ACHIEVEMENTS
IN 2017
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In 2017, the Fund developed and approved a new Corporate
Development Strategy for 2017–2021. In the course
of achieving the strategic goals and objectives, the Fund
worked in the following areas: improving the quality and
availability of pension services, ensuring transparency of
the Fund’s activities and raising the awareness of members,
regaining confidence in the Fund and the pension system,
and preparing for changes in pension legislation effective
from January 1, 2018.
In order to ensure the quality of its operation, the Fund
analyzed and revised main and auxiliary business processes,
approved a new model of its processes, eliminated inefficient
and repeated procedures. As a result of the review of
business processes, the Fund optimized the organizational
structure and headcount. Optimized business processes,
reduced inefficient expenses, introduced new e-services
and increased share of such e-services in the total volume of
services allowed the Fund to address the National Bank with
a proposal to reduce the commission fee for 2018 from
pension assets from 0.0225% to 0.015%.
In addition, the Fund raised qualification requirements
for employees at all levels, optimized the incentives
and remuneration systems (personnel assessment and
a differentiated pay system introduced), introduced a new
system of recruitment, and test new employees from time
to time.
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— conducting an internal audit of the Fund’s QMS.
2017 was a period of active work with troubled issuers got
by UAPF as a result of the consolidation of pension assets
in 2014, when there were 32 such issuers with an amount
due of about 161.45B KZT at nominal value.
As a result of a set of measures taken to recover the amount
due for 2017, the amount due on the pension assets repaid
to the Fund made 1.25B KZT, which is comparable to the
volume of debt repaid for the period from 2014 to 2016.
As of January 1, 2018, the arrears of pension assets at
a nominal value of the bonds amounted to 37.3B KZT (or
less than 0.5% of pension assets), the number of troubled
issuers was reduced to 19 companies.
Debt collection is performed within the enforcement
proceedings, which are in the competence of private or
public court bailiffs. In civil procedure, trials were over.
However, the Fund further interacts with law enforcement
bodies on the issues of conducting an audit of activities
and subsequent institution of criminal proceedings against
those involved in causing damage to pension assets inside
or outside the Republic of Kazakhstan.
Following the results of the reporting period, all the targets
set out in the Corporate Development Strategy of the Fund
for 2017 were achieved.

In order to systematize the activities associated with
the quality improvement and introduce the best
international practices, the project of Development and
Implementation of the Quality Management System (QMS)
of UAPF JSC in accordance with ISO 9001: 2015 was
launched in the reporting period, and the following steps
were made as a part of the project:
— inspecting the current management system of the Fund
following with the Management System Assessment
Report containing an opinion and recommendations
for further implementation of the project;
— training of internal QMS auditors;
— developing and approving IND for QMS to ensure
QMS compliance with ISO 9001: 2015; and

The amount of debt for pension assets
repaid to the Fund was

Billion
KZT
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THE FUND’S PLANS
FOR 2018
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In 2018, in addition to providing high-quality services, UAPF has
an objective to develop a culture of pension planning by people of
Kazakhstan. In order to achieve this objective, it is necessary to improve
financial and legal literacy of the Kazakhstanis in pension provision,
enhance confidence in the accumulative pension system through
the formation of a positive image of UAPF, develop a culture of personal
pension plans, and voluntary pension plans.
The sequence of the task to improve financial and legal literacy includes
three stages:
1) developing a set of training programs and courses on APS and its
role in the life of every citizen;
2) staff training on awareness raising; and
3) arranging and conducting activities aimed at promotion of
(compulsory and voluntary) pension savings.
At the initial stage, target groups were identified to develop individual
approaches and action plans. Among the current contributors,
the focus is on those whose pension contributions are irregular, and
those, whose contributions are not sufficient to provide the required
level of pension savings, i.e. sufficient to purchase a lifetime pension
annuity. In addition to the current members of UAPF, uncovered citizens
will be involved. Awareness-raising efforts to encourage employment,
reach consciousness and improve personal responsibility for the future,
foster pension planning will be aimed at informal workers, unemployed
citizens, economically inactive population, children and youth.
In order to communicate information to as many people as possible,
business contacts and cooperation with the media, large employers,
educational institutions and local executive bodies will be established.
In order to identify the level of awareness of the pension system in
Kazakhstan, UAPF role and how to get well prepared for a life after
retirement, it is planned to conduct systematic social surveys.
The product range for voluntary pension savings of UAPF will include
both individual and corporate pension plans. It is planned to make
signing voluntary pension agreements and transferring contributions
simple, convenient and easy for customers.
To ensure the competitiveness of UAPF voluntary pension plans,
proposals for competent authorities will be developed concerning
early use of a part of voluntary pension savings (extra to the amount
sufficient to purchase a pension annuity) for a purchase of housing,
medical assistance for vital indications, and higher education. The issue
of tax incentives and other incentives for voluntary pension savings
will be addressed in cooperation with the competent state authorities,
including the possibility of creating joint products with the state
educational accumulative system. Due to the development of such
additional savings, a significant increase in the aggregate replacement
coefficient of lost earnings is expected after the retirement.
According to the adopted strategy, UAPF should become a professional
consultant and adviser for each contributor on personal pension
planning. As a part of fulfilling the task Development of a Culture of
Personal Pension Plans, a service for personal advising was launched in
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The Government of Kazakhstan approved the Plan of Joint
Actions with the National Bank of Kazakhstan for development
of the national stock market for 2018–2021
April 2018 for members with a use of individual and corporate pension
calculator models.
The Concept of Further Modernization of the Pension System of
the Republic of Kazakhstan until 2030 identified priorities and
mechanisms for implementing the state pension policy until 2030. In
addition, administrative procedures associated with pension benefits
will be simplified based on a “one-stop shop” principle. In 2018, it is
planned to amend the applicable legislation to implement this principle
when accepting documents for pension benefits upon retirement
from the state budget and UAPF via Government for Citizens State
Corporation NCJSC under a single application. Payments will be made
from the State Corporation simultaneously to a single beneficiary’s
bank account specified in the application. These changes are made
in the interests of beneficiaries, who have reached the approved
retirement age. However, other functions and tasks of UAPF, including
accounting, calculation, withdrawal and transfer of monthly pension
benefits by age as well as strategic objectives remain unchanged.
The Fund keeps on preparing for the introduction of a notional defined
contribution component into the pension system since 2020. To this
end, the Fund is adapting accounting systems, operating activities and
upgrading information systems and other business processes. As of IT
system development, UAPF also plans the following actions to be taken
in 2018:
— building a service-oriented IT Fund on the basis of ITIL (Information
Technology Infrastructure Library);
— upgrading the IT infrastructure, developing and testing the Fund’s
Emergency Response Plan to ensure continuity and recovery of
the Fund’s operation;
— keeping developing the means and mechanisms for cryptographic
protection of data containing information on contributors, including
encryption means for all communication channels of the Corporate
Network of the Fund, including service centers, mobile offices and
field employees;
— developing technologies to prevent leakage of confidential
information from information systems;
— taking measures to strengthen authentication when working with
the Fund’s information systems – both with contributors and
employees of the Fund; and
— building the Security Operations Center (SOC).
As part of fulfillment of assignments given by the President to
the Government and the National Bank to transfer UAPF pension assets
to private foreign and domestic management companies, the Fund
participated in preparing proposals as a member of the workgroup
of the National Bank. The principles of the operation of pension asset
management companies (PAMC), the requirements for such companies
are discussed with the actors in the financial market. The proposals are
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intended to diversify pension assets and engage contributors by giving
them a choice of a savings investment scenario. January 25, 2018,
the Government of the Republic of Kazakhstan approved the Joint
Action Plan in cooperation with the National Bank for the development
of the national stock market for 2018 – 2021, which provides for
the transfer of pension assets to private management companies at
the discretion of members. In addition, UAPF started working to
develop proposals on expanding the coverage of the population with
the pension system and involving self-employed people in it.
One of the key tasks is to provide all citizens of Kazakhstan and other
people residing inside or outside the country with equal opportunities
to access UAPF pension services. It is planned to develop provision of
pension services by UAPF in three areas: a system of direct (personal)
service; system of remote (online) service; self-service system.
To ensure the uninterrupted functioning of each system, the Fund
will allocate the necessary resources for personnel, logistics, facilities,
communications, information data, and development of internal
normative documents.
Generally, UAPF plans to improve the facilities and infrastructure of
information technologies, including the purchase of “mobile offices”
for field visits to remote sparsely populated areas. Automated
information storage and accounting systems will be upgraded to ensure
high performance, scalability and compliance with all information
security requirements. Information exchange with state authorities
will be enhanced and integration with state information systems and
databases will continue.

The Government of Kazakhstan approved the Plan of Joint Actions with the National
Bank of Kazakhstan for development of the national stock market for 2018–2021
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Deloitte LLP
36 Al-Farabi Avenue,
Almaty, 050059,
Kazakhstan
Tel: +7 (727) 258 13 40
Fax: +7 (727) 258 13 41
deloitte.kz

INDEPENDENT AUDITOR’S REPORT
To the Shareholder of Unified Accumulative Pension Fund Joint-Stock Company
Opinion
We have audited the financial statements of the pension scheme (“Scheme”) of Unified
Accumulative Pension Fund Joint-Stock Company (“Fund”) consisting of the Statement of Net
Pension Assets as of December 31, 2017; Profit and Loss Statement; Cash Flow Statement;
Statement of Changes in Net Pension Assets for 2017; and the Notes to the Financial
Statements, including a summary review of basic provisions of the accounting policies.
In our opinion, the financial statements attached hereto fairly represent, in all material respects,
the Scheme’s financial condition as of December 31, 2017 and financial performance and cash
flows for 2017 in accordance with the Financial Reporting Standard Accounting and Disclosures
of Pension Asset Transactions approved by Regulation of the Management Board of the
National Bank of the Republic of Kazakhstan (“NBRK”) dated July 26, 2013 No. 195 (“FRS”).
Basis for opinion
We have conducted audit in accordance with the International Standards on Auditing (“ISA”).
Our duties in accordance with the above standards are described in The Auditor’s Responsibility
for the Audit of Financial Statements hereof. We are independent on the Fund as required by
the Code of Ethics for Professional Accountants of the International Ethics Standards Board for
Accountants (“Code”) and ethical requirements applicable to the audit of financial statements
in the Republic of Kazakhstan. We have also fulfilled other ethical duties described in such
requirements and the Code. We believe that we have received sufficient and appropriate audit
evidence to express a qualified opinion.

The name Deloitte refers to one or more legal entities, including affiliates which are jointly a part of Deloitte Touche Tohmatsu
Limited, a private company limited by guarantee, incorporated under the laws of the United Kingdom (hereinafter referred to
as DTTL). Each such legal entity is an independent legal entity. DTTL (also referred to as Deloitte international network) does
not directly provide any services to clients. For more detailed information concerning DTTL’s legal structure and legal entitiesmembers of DTTL, please visit www.deloitte.com/about.
© 2018 Deloitte LLP. All rights reserved.
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Responsibility of the management and officers in charge of corporate governance
for the financial statements
The management is responsible for preparation and reliable submission of the financial
statements in accordance with FRS and for the internal controls system considered by the
management as necessary for preparation of the financial statements without material
misstatements due to fraud or error.
When preparing the financial statements, the management is responsible for assessment
of the Company’s ability to continue as a going concern, for disclosure of the data
relating to continuity of business, as applicable, and preparation of the statements based
on a going concern assumption, except when the management intends to liquidate or
dissolve the Scheme or the management has no practical alternative to the Scheme’s
liquidation or dissolution.
Officers in charge of corporate governance are responsible for supervision of the
preparation of the Company’s financial statements.
Auditor’s responsibility for the audit of the financial statements
Our goal is to obtain reasonable assurance that the financial statements do not contain
any material misstatements due to fraud or error, and to make an auditor’s report
containing our opinion. Reasonable confidence is a high degree of confidence, but it does
not guarantee that an audit conducted in accordance with ISA will always reveal material
misstatements, if any. Misstatements can result from fraud or errors and are considered
material misstatements if one can reasonably assume that whether individually or in
combination, such misstatements can affect the economic decisions of users made on
the basis of the financial statements.
As part of an audit conducted in accordance with ISA, we apply professional judgment
and maintain professional skepticism throughout the audit. In addition, we:
•

•
•
•
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identify and assess risks of material misstatements in the financial statements due to
fraud or error; develop and conduct auditing procedures in response to such risks;
obtain audit evidence sufficient and appropriate to express our opinion. The risk of
failure to identify any material misstatement due to fraud is higher than the risk of
failure to identify any material misstatement due to error, since fraud can consist of
collusion, forgery, intentional omission, distorted provision of information or action
violating the applicable internal controls;
gain an understanding of internal controls significant to the audit in order to develop
auditing procedures appropriate for the existing circumstances, but not in order to
express opinion on the performance of the Scheme’s internal controls;
assess the proper nature of the accounting policies applied and reasonability of
accounting estimates and appropriate disclosures prepared by the management;
make a conclusion on whether it is justified or not for the management to make a
going concern assumption; and a conclusion on considerable uncertainty due to
the events or conditions that might result in occurrence of significant doubts in the
Scheme’s ability to continue as a going concern based on audit evidence obtained.
If we come to a conclusion of an existence of considerable uncertainty, we have to
draw attention to the relevant disclosure in the financial statements in the auditor’s
report or modify the opinion in case of improper disclosure. Our conclusions are
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based on audit evidence obtained before the date of the auditor’s report. However,
future events or conditions can result in the loss of the Scheme’s ability to continue
as a going concern; and
assess the submission of the financial statements as a whole, structure and content
thereof, including disclosures and ensuring reliability of the presentation of
underlying operations and events.

We inform the officers in charge of corporate governance of the expected audit scope
and terms, material problems identified in the course of audit, including material defects
of the internal controls.

Deloitte LLP
State License for
Auditing Activities
in the Republic of Kazakhstan
No. 0000015, series МФЮ-2, issued
by the Ministry of Finance
of the Republic of Kazakhstan
on September 13, 2006
/signed and officially sealed/

Nurlan Bekenov
Project Partner
Qualified Auditor
of the Republic of Kazakhstan
Qualification Certificate No. 0082
dated June 13, 1994
Director General
Deloitte LLP
/signed and officially sealed/

March 26, 2018
Almaty, Kazakhstan
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Unified Accumulative Pension Fund
Joint-Stock Company
Assets of the Pension Scheme
Statement of Net Pension Assets
as of December 31, 2017
(‘000 KZT)
Note

December 31,

December 31,

2017

2016

10, 20

30,390,232

161,357,628

11

603,229,095

399,912,615

12, 20

1,607,291,926

533,545,890

13

11,023,599

–

14, 20

5,503,777,387

5,578,659,027

15

28,619,925

16,182,400

7,784,332,164

6,689,657,560

1,831,433

2,912,727

Claims of beneficiaries

772,568

690,409

Accounts payable for individual income tax

984,537

758,859

5,687

30,725

3,594,225

4,392,720

7,780,737,939

6,685,264,840

ASSETS
Cash and cash equivalents
Bank deposits
Financial assets at fair value through profit or
loss
Accounts receivable from reverse repurchase
transactions
Financial assets at depreciated value
Other assets
Total assets
LIABILITIES
Accounts payable for commission

20

from pension benefits
Other liabilities
Total liabilities
Net pension assets
On behalf of the Management
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________________________
Nurbubi Nauryzbayeva
Chairperson of the Management Board
/signed and officially sealed/

________________________
Zhanara Tulegenova
Managing Director
/signed/

March 26, 2018
Almaty

March 26, 2018
Almaty
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Unified Accumulative
Pension Fund Joint-Stock Company
Assets of the Pension Scheme
Cash Flow Statement
For the year ended on December 31, 2017
(‘000 KZT)

CASH FLOWS FROM OPERATING ACTIVITIES
Changes in net pension assets
Adjusted for:
Income interest
Dividend interest
Net (profit) / loss from operations with financial assets
Net (profit) / loss from foreign currency exchange
operations
Loss from impairment of financial assets
Changes in operating assets and liabilities
Increase in other assets
Reduction of accounts payable for commission
Increase in claims of beneficiaries
Increase in accounts payable for individual income tax from
pension benefits
(Reduction of)/increase in other liabilities
Cash inflows from operating activities
CASH FLOWS FROM INVESTMENT ACTIVITIES
Interest earned
Dividends earned
Receipts from bank deposits
Bank deposits placed
Receipts from reverse repurchase transactions
Purchase of reverse repurchase transactions
Sale and retirement of financial assets at fair value through
profit or loss
Purchase of financial assets at fair value through profit or
loss
Acquisition / (retirement) of derivatives
Sale and retirement of financial assets at depreciated value
Acquisition of financial assets at depreciated value
Cash outflows used in investment activities

Year ended on
December 31,
2017

Year ended on
December 31,
2016

1,095,473,099

857,030,409

(512,774,794)
(6,046,673)
(52,297,879)
(24,781,838)

(549,547,099)
(4,110,640)
833,526
20,495,803

3,997,100

2,122,071

(5,385,015)
(1,081,294)
84,929
225,678

(957,210)
(3,435,481)
686,799
758,859

(25,038)
497,388,275

159,734
324,036,771

470,502,187
5,277,519
1,536,871,261
(1,741,158,047)
8,103,463,200
(8,111,088,077)
14,002,682,555

490,146,751
4,110,640
71,073,012
(112,800,000)
5,770,196,379
(5,714,068,806)
1,372,779,896

(14,811,892,614)

(1,545,970,789)

(34,010)
(542,693,494)
(629,613,872)
(632,296,404)

2,622,647
6,771,769,839
(7,345,194,471)
(235,334,902)
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Cash flows in financial activities
Net (reduction of)/increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Effect of changes in foreign exchange rates on the amount
of cash and cash equivalents
Cash and cash equivalents at the end of the year (Note
10)

Year ended on
December 31,
2017

Year ended on
December 31,
2016

(134,908,129)
161,357,628
3,940,733

88,701,869
79,482,862
(6,827,103)

30,390,232

161,357,628

The interest received by the Scheme for the years ended on December 31, 2017 and 2016 was
475,779,706,000 KZT and 494,257,391,000 KZT, respectively.
On behalf of the Management

________________________
Nurbubi Nauryzbayeva
Chairperson of the Management Board
/signed and ofﬁcially sealed/
March 26, 2018
Almaty
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________________________
Zhanara Tulegenova
Managing Director
/signed/
March 26, 2018
Almaty
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Unified Accumulative Pension Fund
Joint-Stock Company
Assets of the Pension Scheme
Statement of Changes in Net Pension Assets
For the year ended on December 31, 2017
(‘000 KZT)
Note

Net profit for the year
Pension contributions
Benefits paid
Changes in net pension assets
Net pension assets at the beginning of the year
Net pension assets at the end of the year

16
17

Year ended on
December 31,
2017
550,555,693
756,035,276
(211,117,870)
1,095,473,099
6,685,264,840
7,780,737,939

Year ended on
December 31,
2016
472,435,205
554,285,497
(169,690,293)
857,030,409
5,828,234,431
6,685,264,840

On behalf of the Management

________________________
Nurbubi Nauryzbayeva
Chairperson of the Management Board
/signed and ofﬁcially sealed/
March 26, 2018
Almaty

________________________
Zhanara Tulegenova
Managing Director
/signed/
March 26, 2018
Almaty

Full financial statements are provided on the website of the fund enpf.kz
in the «indicators» section.
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