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Glossary:
1. Bank – Subsidiary JSC VTB Bank (Kazakhstan);
2. IRD – Internal Regulatory Documents;
3. ICAAP – Internal Capital Adequacy Assessment Process;
4. ILAAP – Internal Liquidity Adequacy Assessment Process;
5. RMC – Risk Management Committee under the Bank’s Board of Directors;
6. ALMC – Asset and Liability Management Committee under the Bank’s Management Board;
7. IFRS – International Financial Reporting Standards;
8. Regulation No. 170 – Resolution No. 170 of the Management Board of the National Bank of the Republic of Kazakhstan dated September 13, 2017, “On Establishing Prudential Standards and Methodologies for Calculating Prudential Ratios and Other Mandatory Standards and Limits, Bank Capital Requirements, and the Rules for Calculation and Limits of the Open Foreign Exchange Position”;
9. OFXP – Open Foreign Exchange Position;
10. Rules No. 188 – Resolution of the Management Board of the National Bank of the Republic of Kazakhstan No. 188 dated November 12, 2019, “On Approval of the Rules for Establishing Risk Management and Internal Control System for Second-Tier Banks and Branches of Non-Resident Banks in the Republic of Kazakhstan”;
11. CFP – Contingency Funding Plan;
12. BD – Board of Directors of the Bank;
13. IAD – Internal Audit Department;
14. CCFMD – the Bank’s Compliance Control and Financial Monitoring Department;
15. ACB – Authorized Collegial Bodies.


[bookmark: _Toc233981981]1. Brief Information on the Bank’s Main Activities
VTB Bank (Kazakhstan) Subsidiary Joint Stock Company (hereinafter referred to as the “Bank”) was established on September 19, 2008, in accordance with the laws of the Republic of Kazakhstan. As of December 31, 2025, the Bank operated under License No. 1.2.14/39 to conduct banking and other operations and activities in the securities market, issued by the Agency of the Republic of Kazakhstan for the Regulation and Development of the Financial Market on February 3, 2020, which supersedes previous licenses.
The Bank accepts deposits from the public, provides loans, and conducts money transfers within the territory of the Republic of Kazakhstan and abroad; it also conducts foreign exchange transactions and provides other banking services to legal entities and individuals who are customers of the Bank. 
The registered address of the Bank’s head office is as follows: 050040, Almaty, 26/29 Timiryazev Street, the Republic of Kazakhstan. As of December 31, 2025, the Bank had 12 branches within the territory of the Republic of Kazakhstan (as of December 31, 2024: 12 branches).
The Bank is a member of the Kazakhstan Deposit Insurance Fund (hereinafter referred to as the “KDIF”). The primary objective of the KDIF is to protect the interests of depositors in the event of the compulsory liquidation of a fund member bank. As of December 31, 2025, depositors are eligible for limited insurance coverage on their deposits, depending on the amount and currency: up to 10,000 thousand KZT in KZT, up to 5,000 thousand KZT in foreign currency, and up to 20,000 thousand KZT for savings deposits in KZT.
As of December 31, 2025, and 2024, the Bank’s sole shareholder is VTB Bank (Russia) Public Joint-Stock Company (hereinafter referred to as the “Parent Company”). The ultimate controlling party of the Bank is the Government of the Russian Federation.
The Bank’s financial condition is detailed in the Annual Financial Statements for 2024
https://www.vtb-bank.kz/about/finansovye-dokumenty/finansovaya- otchetnost/FS_VTB_2025_rus.pdf 
[bookmark: _Toc233981982]2. Procedures for the Implementation of the Risk Management Policy by the Bank’s Board of Directors and Management Board
The Bank’s Board of Directors has approved the Risk Management Policy, which sets forth the fundamental principles governing the Bank’s risk management framework. In accordance with this policy, the Bank’s Board of Directors ensures the existence of a risk management system appropriate to the chosen business model, the scale of operations, and the types and complexity of transactions, and ensures an adequate process for identifying, measuring, assessing, monitoring, controlling, and mitigating material risks to ensure the Bank’s financial stability and stable functioning. 
The exclusive authority of the Bank’s Board of Directors with regard to risk management includes the powers regulated by the Bank’s Charter, the Bank’s internal documents, and the Regulations on the Bank’s Board of Directors. To effectively fulfill its responsibilities, the Bank’s Board of Directors monitors and oversees risk management, internal audit, and compliance with the requirements of the laws of the Republic of Kazakhstan and the Bank’s internal documents through interaction with the authorized collegial bodies under the Board of Directors, the Bank’s Management Board, and the Head of Risk Management. The Risk Management Committee operates under the Bank’s Board of Directors and carries out its activities in accordance with the Regulations defining its powers, authority, and operating principles. 
The primary responsibilities of the Bank’s Board of Directors within the risk management system include those defined by regulatory requirements and the Bank’s IRDs, but are not limited to: making sound decisions and acting in good faith in the Bank’s best interests; active involvement in the Bank’s activities and awareness of material changes in the Bank’s activities; approval of the Bank’s IRDs within the competence of the Board of Directors; approving and exercising control over compliance with the Bank’s Risk Appetite Strategy and risk appetite levels; election of members of the Management Board and appointment of the Head of Risk Management; reviewing reports submitted to the Board of Directors for consideration; ensuring the establishment of three lines of defense within the Bank; and other functions specified by regulator’s requirements and the Bank’s IRDs.
The main responsibilities of the Bank’s RMC within the risk management system include the following responsibilities: ensuring the development of the Risk Appetite Strategy and risk appetite levels, and defining the Bank’s risk profile; ensuring the development and submission for approval by the Bank’s Board of Directors of the following: a document regulating the basic approaches and principles of ICAAP and ILAAP, procedures for conducting stress tests and stress test scenarios, the Bank’s Business Continuity Management Policy, the CFP, the Bank’s operational risk management policy, information technology and information security risk management policies, compliance risk management policy, and internal regulations governing the functioning of the management information system, which ensures that the Bank’s Board of Directors is provided, on a regular basis, with complete, accurate, and timely information regarding the level of risks assumed by the Bank. 
The Bank’s Management Board manages the Bank’s day-to-day operations in accordance with the chosen business model, the scale of operations, the types and complexity of transactions, the risk profile, and the Bank’s IRDs, as approved by the Bank’s Board of Directors.
The Bank’s Management Board’s primary responsibilities within the risk management system include, but are not limited to, those defined by the requirements of the Rules No. 188 and the Bank’s IRDs: responsibility for developing the Bank’s IRDs, which are approved by the Bank’s Board of Directors, and providing preliminary approval of reports submitted to the Bank’s Board of Directors for consideration; monitoring compliance with the limits and restrictions established by the Bank’s Board of Directors.
The organizational structure of risk management aligns with the Bank’s business model, the scale of its operations, and the types and complexity of its transactions; it minimizes conflicts of interest and distributes risk management authority among collegial bodies and structural subdivisions, including: the Bank’s Board of Directors, the Bank’s Risk Management Committee, other collegial bodies under the Bank’s Board of Directors, the Bank’s Management Board, collegial bodies under the Bank’s Management Board, the Treasury and Financial Management Department, the Internal Audit Department, and the Bank’s structural subdivisions providing the second line of defense and the Bank’s structural subdivisions providing the first line of defense.
The key principles, responsibilities, and procedures for interaction between the Bank’s Board of Directors, Management Board, ACBs, and independent structural subdivisions within the Bank’s risk management system are reflected in the Bank’s relevant internal risk management documents.

Risk management procedures ensure a timely response to new risks, their clear identification, and the designation of risk owners. To ensure a comprehensive and clear understanding of the risks inherent in the Bank, risks are identified and assessed on an annual basis; these are reflected in the risk map, the list of material risks, and the risk appetite statement for the coming year, all of which are approved by the Board of Directors. Approaches to risk identification, procedures for identifying and assessing risks, the determination of response methods, and monitoring are stipulated in internal documents within the risk management system.
A key factor in the Bank’s strong risk management culture is the regular provision of information to the Bank’s authorized collegial bodies, including the Board of Directors, on risk-related matters, including risk management policies and procedures. The Bank’s Board of Directors and Risk Management Committee regularly receive data and reports from the risk management departments and other responsible departments on the Bank’s current risk levels, risk appetite levels, and risk mitigation mechanisms, as necessary.
[bookmark: _Toc233981983]3. Information on Risks Inherent in the Bank’s Activities and Material Risks
In accordance with the Risk Management Policy, the Bank continuously identifies, measures, monitors, and controls risks at all levels of the Bank’s management. At the same time, the risk management and internal control systems are improved in line with changes in the Bank’s risk profile and in light of changes in the external environment.
The following list of risks inherent to the Bank has been identified:
1) Credit Risks
2) Country (Political) Risk
3) Market risks
4) Liquidity risks
5) Concentration Risk
6) Real Estate Risk
7) Operational risk 
8) Residual Risk
9) Regulatory (Compliance) Risk
10) Reputational risk
11) Strategic Risk
The Bank assesses the materiality of its risks at least once a year. In assessing the materiality of risks, the Bank is guided by the following principles:
1)	Comprehensive analysis of the Bank’s operations to identify existing and potential risks;
2)	Uniform approach across all risk categories to determine the extent of their impact on the Bank’s operations;
3)	Regular review of the results of risk materiality assessments to ensure they remain up to date.
Stages of the risk materiality assessment process:
1)	Identifying risks inherent in the Bank’s operations;
2)	Assessing the materiality of the identified risks; 
3)	Preparing reports on the identified risks;
4)	Updating the list of risks as new risks are identified.

Based on the results of the risk assessment (for 2024), the following risks of the Bank were identified as material:
1) Credit Risks
2) Market risks
3) Liquidity risks
4) Concentration risk
5) Operational risk 
6) Reputational Risk
[bookmark: _Toc198046463][bookmark: _Toc233981984]4. Procedure for Determining the Bank’s Risk Appetite
The Bank’s risk appetite management system is governed by the Methodology for Determining and Calculating Acceptable Risk Levels.
The Methodology defines a system of indicators for the Bank’s acceptable risk levels, including relevant quantitative indicators from VTB Group’s risk appetite system, the principles for calculating the target values of these indicators and the procedure for monitoring them, the departments responsible for calculating the indicators, as well as the timing and procedure for calculating, controlling, and monitoring acceptable risk levels.
Acceptable risk level/risk appetite is the level (amount) of risk that the Bank determines to be acceptable (acceptable, safe) for ensuring its financial soundness and long-term viability, based on its strategy, the nature, scale, and complexity of its activities, as well as its financial position.
The implementation of the risk appetite is aimed at achieving the following objectives:
1)	Defining and monitoring the Bank’s target risk level, taking into account its strategic objectives;
2)	Integrating strategic objectives into risk management procedures, including at the operational level;  
3)	Improving the effectiveness of the risk management system.
When determining the Bank’s acceptable risk level, the Bank’s Management Board takes into account all risks inherent to the Bank, including operational risks recorded in the accounts for contingent and potential claims and liabilities. 
Following the determination (calculation) of the Bank’s acceptable risk level, the Bank’s Management Board assesses whether the Bank’s acceptable risk level is consistent with the size, nature, and complexity of the Bank’s business by reviewing the results of the assessment of the financial and non-financial consequences of all risks inherent to the Bank, including through the use of: 
1)	The results of quantitative and qualitative analysis; 
2)	Sensitivity analysis and stress testing; 
3)	Study of historical experience; 
4)	Setting individual limits for specific types of risk to subsequently determine the upper limit of the aggregate risk level that the Bank is ready to accept. 
The Bank’s Management Board ensures the preparation of a report containing: 
1)	The results of calculating and determining acceptable risk levels and comparing them with the Bank’s current risk levels; 
2)	The level of capital that the Bank must maintain in the event of losses, depending on the magnitude of the risks; 
3)	Planned actions that the Bank’s management may take to restore capital in the event of losses; 
4)	The results of the assessment of the acceptable level of risk in terms of its alignment with the size, nature, and complexity of the Bank’s business.
The Bank’s Management Board submits the report to the Bank’s Risk Management Committee for review and subsequent approval by the Bank’s Board of Directors.
Risk appetite indicators are calculated and monitored by the relevant units of the Risk Management Department. Monitoring of risk appetite indicators is included in the Management Reporting for the risk function. Information on any breaches of these indicators, if any, is included in the Management Reporting for the risk function; measures to mitigate risk are developed and/or a decision is made to accept the risk and increase the control limits.
Proposals for control limits are prepared by the Bank’s Risk Department. Control limits are reviewed regularly (at least once a year) and as needed (in the event of changes in regulatory requirements, economic conditions, methodology, or other factors).
Acceptable risk levels may be revised in the event of changes to the Bank’s Strategy or the VTB Group’s Strategy, as well as in the event of changes in internal or external conditions in financial markets, changes in economic conditions, and amendments to the legislation of the Republic of Kazakhstan. Within the framework of acceptable risk levels, internal limits on risk indicators may be established.  
[bookmark: _Toc198046464][bookmark: _Toc233981985]5. Procedure for Conducting Risk Assessments as Part of Capital Adequacy Assessments
The main stages of the risk management process are as follows: risk identification, risk assessment, risk control and monitoring, and the preparation of risk reports.
Key risk management methods: 
1) Regulation of operations; 
2) Setting limits (including a pre-limit approach); 
3) Diversification of operations; 
4) Early warning indicators of risk; 
5) Stress testing (using scenario analysis and sensitivity analysis); 
6) Setting risk appetite metrics;
7) Determining economic capital;
8) Risk hedging; 
9) Formation of an adequate level of loss provisions; 
10) Maintaining capital adequacy. 
The selection of an effective risk measurement method is determined based on the specifics and nature of each particular type of risk. The application of financial risk assessment in analysis involves calculating quantitative indicators of risk levels. Mathematical risk calculation tools can be used for this purpose, including Value at Risk (VaR) methods, scoring methods, volatility models, break-even analysis, and others. A qualitative assessment of the probability of risk occurrence is also used. 
Regulation of operations refers to qualitative risk management through the establishment of procedures for conducting operations, taking into account the effective logistics of business processes and the principles of building an internal control system. 
Setting limits (restrictions) on all types of financial transactions and instruments conducted by the Bank represents the primary quantitative method of risk management. 
The Bank’s risk control limits are set, taking into account intra-group transactions, both at the Bank level and broken down by the Bank’s business lines and subdivisions. 
The Risk Management Committee is authorized to define the list of key risk indicators subject to control limits and to approve the register of limits. 
The Bank has established internal limits for:
· Liquidity risk;
· Market risks;
· Counterparty risk;
· Credit risk, including in terms of portfolio quality;
· Other types of risks.
The procedure for setting these limits is governed by the Bank’s separate IRDs on managing these types of risks.
Diversification is the allocation of assets and liabilities across various components, both at the level of financial instruments and portfolios and among their constituent parts. Concerning assets, the diversification helps reduce losses in the event of a decline in the yield (or liquidity) of individual portfolios and financial instruments or their components. With respect to liabilities, the diversification helps limit the Bank’s dependence on individual funding sources. 
	The Bank’s Board of Directors determines the overall strategy for diversifying the Bank’s business. The Bank’s ACBs, within the framework of the approved strategy, manage the diversification of the structure of assets and liabilities (the Credit Committee under the Board of Directors and the Credit Committee under the Management Board manage the diversification of the loan portfolio, while the RMC and the ALMC manage the diversification of the Bank’s other assets and liabilities). 
The Risk Department, in collaboration with the Bank’s structural subdivisions, develops early warning indicators for liquidity and market risks, which are analyzed periodically. The results of monitoring early warning indicators for liquidity and market risks are included in management reports submitted to the Management Board monthly and to the Board of Directors and the Credit Risk Committee quarterly.
The Risk Department conducts stress testing and assesses changes in market conditions, changes in the nature and scale of the Bank’s operations, as well as the Bank’s actual experience in stressful situations. Stress testing scenarios are approved by the Bank’s Board of Directors. The results of the assessment, along with proposals (if necessary) to modify the stress-testing scenarios, are submitted by the Risk Department at least once a year to the RMC for review and approval by the Bank’s Board of Directors. A report on the results of risk stress testing is prepared by the Risk Department and regularly submitted for review to the Management Board, the RMC, and the Bank’s Board of Directors. 
Stress tests may be conducted either for individual types of significant risks or for all of them collectively—an integrated stress test.
The following types of scenarios are used within the framework of integrated stress testing:
A baseline (optimistic) stress-testing scenario, which identifies the most likely change in risk factors;
A stress (moderate) stress-testing scenario, which identifies a probable adverse change in risk factors;
A pessimistic stress-testing scenario, the implementation of which would pose a significant threat to the Bank’s financial stability (reverse stress test).
Stress test scenarios are developed by the Risk Department. Stress test scenarios may also be provided by the National Bank of the Republic of Kazakhstan within the framework of supervisory stress testing.
The types and scenarios of stress tests are developed based on methodologies/models used in international financial practice and taking into account the requirements of stakeholders.
Stress testing procedures and scenarios are periodically reviewed (updated), including in light of the phase of the business cycle and changes in external and internal factors affecting the Bank’s operations.
[bookmark: OLE_LINK3]Sustainable development risk factors may be taken into account in stress testing by assessing the impact of such factors at the Bank level, and at the industry level, as well as through expert analysis of the impact of sustainable development risk factors  on macroeconomic and microeconomic indicators (changes in gross domestic product (GDP) growth dynamics, working conditions, changes in prices of securities, commodities, and currencies, asset revaluation, and changes in financing conditions).
Information on the specific parameters of stress scenarios and the results of stress tests is submitted to the Bank’s Board of Directors and executive bodies within the framework of risk reporting.
The results of stress testing are reviewed by the Bank’s governing bodies and taken into account when making relevant managerial decisions; they may also be used to determine capital requirements and implement measures to reduce risk levels.
The Bank’s IRDs define possible corrective actions in stress situations.
Risk hedging involves insuring forward transactions against adverse changes in interest rates, exchange rates, and prices of commodities and financial instruments. This is carried out through direct hedging of the transaction subject, derivative financial instruments, and special hedging methods such as swaps, futures, and options, as well as through the use of other financial instruments. 
The formation of loss provisions allows the Bank to cover the risk using its own funds. 
Maintaining capital adequacy, which plays a key role in covering the risks assumed. The procedure for analyzing, managing, and maintaining capital adequacy is governed by the Bank’s internal documents. 
[bookmark: _Toc198046465][bookmark: _Toc233981986]6. Information on the Bank’s Equity Capital
The main objectives of the capital management system are as follows:
1) Strategic objective—to maintain the optimal level and structure of the Bank’s capital to ensure:
1) The Bank’s profit maximization; 
2) Alignment of equity with the level of risks assumed by the Bank and potential risks (risk appetite). 
2) Tactical objectives:
1) A sufficient level of capital to fulfill the Bank’s strategic development objectives;
2) Compliance with the requirements of the authorized government agency regarding the Bank’s capital adequacy ratios;
3) Compliance with triggers for the write-off of subordinated loans.
Key Principles of Capital Management:
1) Centralized capital management (determining capital needs, pooling capital sources by the Bank, and reallocating capital within the Bank);
2) A scenario-based approach to developing and selecting solutions (preparing specific managerial decisions while considering alternative options regarding sources and forms of raising additional capital and the target capital structure).
Capital management at the Bank is carried out in accordance with the recommendations of the Basel Committee on Banking Supervision, regulatory acts of authorized government agencies, and the Group’s requirements.
The Bank ensures that it has sufficient capital to cover credit, market, and operational risks in accordance with the regulatory acts of authorized government agencies and the Group’s requirements.
The main approaches for further improving the Bank’s internal procedures for assessing capital adequacy are contemplated in the strategic initiatives for developing the Bank’s and the Group’s risk management systems.
The Bank treats the mandatory capital adequacy ratios established by the authorized government agency as a top priority.
In addition to these, the Bank calculates capital to cover material types of risk for internal purposes and for the preparation of financial statements in accordance with International Financial Reporting Standards (IFRS). 
The internal assessment of capital adequacy to cover all relevant types of risks (identified within the framework of the ICAAP) inherent to the Bank is carried out by determining economic capital and comparing it with the Bank’s available (regulatory) capital. The corresponding indicator is included in the Bank’s risk appetite metrics.
Within the framework of monitoring compliance with the control values of risk appetite indicators and ensuring capital adequacy, the Bank’s Board of Directors makes decisions: 
1) To reduce the level of risks (by implementing additional risk mitigation measures) assumed by the Bank;
2) To change the structure of the Bank’s assets (primarily with regard to investments in shares/equity interests) to improve capital efficiency;
3) On the need to increase (or adjust the structure of) the Bank’s capital.
Planned (Target) Capital Level and Structure.
The planned (target) capital level is determined based on the planned volume and structure of assets, risk appetite indicators, and planned (target) capital adequacy ratios developed within the framework of the annual business planning process. The planned (target) capital adequacy ratios are approved by a resolution of the Bank’s RMC and are revised as necessary.
The planned proportions of Tier 1 and Tier 2 capital in total equity (capital) are determined based on the internal maximum permissible values for mandatory capital adequacy ratios, as approved by a resolution of the Bank’s Management Board.
Methodology for Assessing Additional Sources of Capital. 
Within the framework of capital monitoring and planning, the total amount of capital required to comply with the maximum permissible values of mandatory ratios is compared with the amount of capital available to the Bank. The sources of available capital include the following:
1) Projected incomes (adjusted for projected expenses);
2) Unrealized incomes (adjusted for unrealized expenses) related to assets (liabilities) measured in the accounting records at other than fair value;
3) The positive difference between the amount of the provision(s) established and the amount of expected losses calculated by the Bank;
4) Other sources available to cover losses arising from the realization of risks.
The Bank employs a centralized regulatory capital management system, which involves making managerial decisions related to optimizing the capital burden (risk management), improving the efficiency of capital utilization, raising (mobilizing) sources of capital, and managing its structure, as well as accountability for the quality and results of capital utilization.
The capital management system consists of the following elements:
1) Setting the planned (target) level/structure of capital and the planned (target) values of capital adequacy ratios;
2) Monitoring the amount of capital and the levels of capital adequacy ratios;
3) Forecasting the amount of capital and the values of capital adequacy ratios;
4) Calculating the amount of capital and the values of capital adequacy ratios as of the reporting date;
5) Preliminary approval of transactions with regard to their impact on capital and capital adequacy ratios;
6) Preparation and submission of reports within the framework of the Internal Capital Adequacy Assessment Process (ICAAP).
Control over compliance with the Bank’s planned (target) capital level and planned (target) values of capital adequacy ratios, established as part of the risk appetite determination process, is exercised by the Bank’s Finance Department in accordance with the Business Planning Regulations of Subsidiary JSC VTB Bank (Kazakhstan).
The Bank’s Finance Department calculates the amount of capital and the values of capital adequacy ratios in accordance with the Regulations on the Procedure for Monitoring Prudential Ratios at Subsidiary JSC VTB Bank (Kazakhstan).
The procedure for monitoring capital levels and capital adequacy ratios, the information used, the procedure for providing information, as well as the procedure for determining the calculated capital levels and capital adequacy ratios are established by a separate regulatory act of the Bank.
To prevent capital and capital adequacy ratios from falling below their planned (target) levels, the Bank’s Finance Department and Risk Management Department conduct preliminary approval of transactions carried out by the Bank that affect capital and capital adequacy ratios. Transactions that carry the risk of reducing the amount of capital and capital adequacy ratios below the established control thresholds are not approved.
The procedure for obtaining such approval for transactions, the criteria for transactions conducted by the Bank that affect the amount of capital and the levels of capital adequacy ratios, as well as the procedure for providing information as part of the monitoring of capital levels and capital adequacy ratios, are established by a separate regulatory act of the Bank.
In the event that the actual amount of capital and actual capital adequacy ratios fall below the established triggers, proposals to implement measures aimed at increasing the capital level and capital adequacy ratios are submitted to the Bank’s Capital Adequacy Committee for consideration as part of management reporting on capital adequacy, in order to provide early warning of unforeseen circumstances. Measures aimed at improving capital adequacy are consistent with the Capital Adequacy Restoration Action Plan approved by the Bank’s Board of Directors.
Reports containing information on compliance with mandatory ratios, the amount of capital, the results of the regulatory capital adequacy assessment, and compliance with relevant risk appetite indicators are submitted to the Bank’s ACBs for review.
Actual values of the amount of capital and capital adequacy ratios are also communicated to the heads of the Bank’s structural subdivisions and members of its committees responsible for risk and capital management as part of management reporting within the framework of the Internal Capital Adequacy Assessment Process (ICAAP).
The detailed procedure for managing the Bank’s regulatory capital and the process for interaction among structural subdivisions are defined by the Procedure for Managing Regulatory Capital at Subsidiary JSC VTB Bank (Kazakhstan) and the Regulations on the Procedure for Monitoring Prudential Ratios at Subsidiary JSC VTB Bank (Kazakhstan).
The Bank’s capital adequacy is assessed in terms of both regulatory and internal (economic) capital.
Regulatory capital is calculated in accordance with the requirements of Regulation No. 170, including all prescribed capital adequacy ratios (k1, k1-2, k2) and the corresponding buffers (conservation and systemic).
The Bank’s equity capital is calculated as the sum of Tier 1 capital and Tier 2 capital, less positive differences calculated in accordance with the requirements of the National Bank of the Republic of Kazakhstan (NBRK).
The table below presents an analysis of the Bank’s capital, calculated in accordance with the requirements of the National Bank of the Republic of Kazakhstan, as of December 31:
(KZT thousands)
	
	2025

	
	

	Tier 1 Capital
	113,141,933

	Equity capital
	113,141,933

	 
	

	Total regulatory risk-weighted assets, contingent and potential liabilities, and operational and market risk
	109,782,475



Capital adequacy (regulatory) ratios, taking into account buffers, are presented in the following table.

Capital adequacy ratios, taking into account the conservation buffer and the systemic buffer
	No.
	Name
	Minimum permissible level of capital adequacy ratios, taking into account the conservation buffer and the systemic buffer (%)
	Actual capital adequacy ratios, taking into account the conservation buffer and the systemic buffer (%)

	1
	2
	3
	4

	1
	Core Capital Adequacy (k1)
	8
	103.1

	2
	Tier 1 Capital Adequacy (k1-2)
	9
	103.1

	3
	Equity Capital Adequacy (k2)
	10.5
	103.1



[bookmark: _Toc233981987]7. The Bank’s Credit Risk Management
Criteria and Approaches to Credit Risk Management
The Bank manages credit risks in accordance with the following key principles:
1) A systematic and comprehensive approach;
2) Methodological consistency;
3) Segregation of authority in the credit decision-making process;
4) Collateralization of credit transactions.
The principle of a systematic and comprehensive approach involves using a comprehensive and balanced approach to credit risk management, both for the Bank’s overall loan portfolio and for its individual segments, including transactions with specific counterparties (a group of related (interconnected) borrowers (individuals, customers, counterparties). This principle includes the following procedures:
1) Risk identification;
2) Risk analysis and assessment;
3) Risk acceptance and/or mitigation;
4) Monitoring the level of risk.
Credit risk management covers all stages of the credit process: review of a credit application, structuring and evaluation of the potential credit transaction, decision-making on the credit application, loan administration (drafting the credit agreement/ limit, maintaining the credit file, and so on), monitoring the intended use of the credit (limit), monitoring the counterparty’s financial condition, servicing the debt, and ensuring the counterparty fulfills its non-financial obligations until the credit transaction is fully settled (closing the credit limit). Since transactions involving credit risk may entail not only credit risk but also other types of risk (foreign exchange, market, legal, tax, and so on), in accordance with this principle, the assessment of risks associated with such transactions must be comprehensive (covering all types of risks that arise and their aggregate).
The principle of methodological consistency allows for the application, both within the Bank and across the VTB Group as a whole, of a methodology for identifying and quantitatively assessing credit risk that is uniform and appropriate to the nature and scale of the transactions conducted. The application of this principle entails the Bank’s continuous improvement of methodological documents concerning the analysis of assumed credit risks and other credit risk management issues, as well as the monitoring of compliance by the Bank’s structural subdivisions with the requirements and recommendations set forth in internal documents. 
The Bank’s local systems of internal documents are formed based on practice-driven approaches—agreed upon within the VTB Group—regarding the structure, subject matter, and content of the documents issued, taking into account the specific nature of the Bank’s business profile and the particularities of national regulation.
The methodology for assessing credit risk and determining its acceptable level is based on:
1) Determining the level of credit risk accepted by the Bank for a counterparty based on its credit rating, as established in accordance with the Bank’s internal documents;
2) Determining the risk category of a credit transaction based on the requirements of the National Bank of the Republic of Kazakhstan and/or the Agency for Regulation of the Financial Market regarding the formation of reserves (provisions) to cover potential losses on credit transactions, as well as the Bank’s own methodology in accordance with its internal documents;
3) Differentiating approaches to credit risk assessment depending on the counterparty category and the type of credit product;
4) Possibility to use hedging (insurance) instruments for credit risks accepted by the Bank;
5) Linking the amount of fees (interest rates/commissions) payable to the Bank on credit transactions to the customer’s credit rating and the type of credit product.
The principle of segregation of authority in credit decision-making allows for a balanced integration of centralized and decentralized decision-making when conducting operations involving the Bank’s acceptance of credit risk, provided that potential conflicts of interest are prevented. The Bank implements this principle by fulfilling the following conditions:
1) The existence of a system for delegating authority to accept credit risk (which provides for a clear delineation of the scope of authority for specific participants in the credit process), as set forth in the Bank’s internal documents. Regular review of authority based on monitoring of the established credit portfolio (decisions made);
2) A predominantly collegial approach to decision-making on credit transactions involving credit risk, particularly when such transactions involve large amounts, long terms, or pricing terms that differ from standard conditions;
3) Separation of the functions of initiating/structuring a credit transaction, its expert examination, and control.
The principle of collateralization generally allows the Bank to require counterparties to provide collateral for transactions involving credit risk.
In managing credit risk, the Bank uses the following criteria and approaches:
1) Extending credit to borrowers on terms of repayment, maturity, interest, designated use, and collateral;
2) Ensuring that the credit risk assessment and management system is adequate for the volume and complexity of the Bank’s credit-risk-bearing transactions;
3) Conducting transactions involving credit risk based on an analysis of a specific credit application or investment transaction, or within a previously established credit limit, pursuant to a written decision (in paper or electronic form) of an authorized collegial body of the Bank or authorized Bank officials, in accordance with the nature and scope of the credit risk-taking authority delegated to them;
4) Preventing conflicts of interest when making credit decisions, which is ensured by a clear separation of powers between the Bank’s initiating and expert subdivisions and/or by setting limits on specific types of transactions;
5) Continuous monitoring of credit-risk-bearing agreements and the borrower’s financial condition until the borrower has fully fulfilled its obligations to the Bank;
6) Ensuring an optimal balance in the Bank’s credit portfolio and funding base in terms of maturity, amounts, currency, and other conditions;
7) Ensuring a balanced and proportionate structure of the credit portfolio across credit products and individual borrower categories;
8) Utilizing a system of credit limits for credit transactions with the Bank’s customers, including industry-specific and regional limits, taking into account environmental and social risks;
9) Providing comprehensive customer service, in which credit products are a key element. When the Bank makes credit decisions, one of the criteria for determining a customer’s priority is the use of the Bank’s products and services other than credit products, or the presence of large balances in the customer’s current accounts held with the Bank;
10) Conducting an environmental and social risks due diligence (ESDD) associated with a potential borrower’s activities when financing the upper sub-segment, corporate business, and project finance;
11) Ensuring the highest possible profitability of the Bank’s business related to credit-risk-bearing operations in a competitive market environment;
12) Maximizing the satisfaction of customers’ credit needs while maintaining an acceptable level of credit risk;
13) Maintaining consistently high quality of credit services provided to the Bank’s customers and ensuring the competitiveness of the Bank’s credit products, including their pricing terms;
14) Ensuring the universality of the methodology and the consistency of procedures and regulations within the framework of a product-based approach to borrower analysis;
15) Ensuring a system of measures to combat money laundering and the financing of terrorism in the conduct of credit operations;
16) Compliance with information security standards and the organization of operational data processing procedures that help minimize operational risks.
Limits
The Bank’s Limit System.
1) The limit system ensures the limitation and control of risks associated with credit operations in order to minimize the Bank’s aggregate losses and diversify risks within the Bank. The system includes the following types of limits:
a) Risk concentration limits based on the amount of credit products provided to a Borrower or a group of related (interconnected) Borrowers;
b) Structural limits;
c) Approval authority limits.
2) Risk concentration limit based on the amount of credit products provided to a Borrower or a group of related (interconnected) Borrowers—the maximum risk exposure across all credit products per Borrower, group of related (interconnected) Borrowers, guarantor, or collateral provider. 
3) Structural limits:
a) Limits by product/group of homogeneous products—the maximum volume of approved, active credit decisions for a product or group of homogeneous products;
b) Counterparty limits—the maximum volume of active credit decisions approved for a product or group of homogeneous products, provided that third-party counterparties (the Bank’s corporate customers, construction companies, car dealerships, etc.) are involved in the transaction;
c) Industry and country limits—these limits are established and monitored in accordance with the internal document “Policy on the Management of Country and Industry Risks at Subsidiary JSC VTB Bank (Kazakhstan).”
4) Approval authority limits:
a) Individual approval authority limit;
b) Aggregate approval authority limit.

The Impact of the Bank’s Business Model on the Level of Credit Risk and Methods for Mitigating It 
The Bank’s credit risk profile is consistent with its chosen strategy and is characterized by a prudent and conservative approach, taking into account all relevant risks and supported by a thorough credit assessment process. In line with its strategy, the Bank’s business model is primarily focused on leveraging the Bank’s competitive advantages in facilitating payments between the Republic of Kazakhstan and the Russian Federation. Consequently, lending ranks second in importance among the Bank’s business lines. 

Organizational Structure of the Bank’s Subdivisions
The following subdivisions are participants in the Bank’s credit risk management system:

The first line of defense:
I. Corporate and Investment Business Department:
1. Credit Division;
2. Large Corporate Customer Relations Division;
3.  Trade Operations Division
4. Transactional Business Division
5.  Business Support, Methodology, Planning, and Reporting Unit

II. Corporate Customer Services Department:
1. Credit Division
2. Corporate Customer Relations Division
3.  Business Support Division

III. Retail Business Department:
1. Customer Service Division;
2. Regional Network Division;
3. Retail Lending Development Division.

The subdivisions responsible for managing non-performing loans operate as a separate block:
IV. Retail Business Non-Performing Assets Division
1. Field Collection Unit
2. Non-Performing Assets Support Unit
3. Claims and Enforcement Proceedings Unit
4. Remote Collection Unit
V. Corporate Non-Performing Loans Division
1. Analysis, Reporting, and Non-Core Assets Unit
2.  Corporate Non-Performing Debt Management Unit

The Second Line of Defense:
I. Risk Department
1. Corporate Business Credit Risk Division
2. Retail Borrower Screening Division
3. Retail Credit Risk Division
4. Market Risk and Portfolio Analysis Division
5. Collateral Management Division
II. Legal Department
1. Legal Support for Lending Operations Division
2. Banking Product Methodology and Development Unit
3. Legal Support for Head Office Banking Operations Unit
4. Legal Support for Branch Banking Operations Unit
5. Litigation Legal Support Unit
III. Security Department
1. Information Security Division
2. Information and Corporate Interests Protection Division
Procedures for Interaction Among Subdivisions Involved in Credit Risk Management; Information on Methods and Procedures for Identifying, Assessing, and Managing Risks
The Procedure for Interaction Among Subdivisions Involved in Credit Risk Management (hereinafter referred to as the “Procedure”) is established in accordance with international standards, the requirements of the legislation of the Republic of Kazakhstan, VTB Group, and the Bank’s Credit Policy. 
The procedure is intended to ensure the timely identification of credit risks and the assessment of their acceptability within the lending process.
The credit risk management system consists of three lines of defense. 
The first line consists of the business units. When extending credit to legal entities, the primary responsibility for identifying and managing credit risk rests with the customer-facing units, which are required to obtain all necessary information about the customer in accordance with the KYC (Know Your Customer) principle, including data on the business, its executives, owners, related parties, and partners, as well as the necessary legal and financial documents. The customer subdivision’s task is to determine whether to establish or continue financing for the customer. 
The credit subdivisions are directly responsible for analyzing the project and determining financing options and feasibility within the business units. For small businesses, both functions are performed by an employee of the Bank’s branch credit subdivision. The credit subdivision also conducts an in-depth financial analysis and requests any necessary additional information. If new related parties are identified, financial documentation is also requested for them. The customer’s contractual framework is reviewed. 
The second line of defense is carried out by several independent subdivisions:
1. The Security Department conducts security checks on the customer and related parties.
2. The Legal Department performs a due diligence of title and title-supporting documents, identifies beneficial owners, and identifies legal risks related to credit risks. 
3. The Collateral Operations Division reviews the appraisal reports submitted by appraisal companies regarding the proposed or existing collateral asset(s). 
After receiving the submitted information, the business unit compiles a package of documents, including the credit proposal and expert opinions from the Security Department, the Legal Department, and the Collateral Operations Division, and forwards it to the Corporate Business Credit Risk Division of the Risk Department. The Corporate Business Credit Risk Division of the Risk Department is the final unit in the second line of defense. 
If necessary, the Corporate Business Credit Risk Division of the Risk Department requests additional information. Based on the results of its analysis, the Corporate Business Credit Risk Division of the Risk Department provides the business unit with its expert opinion. 
The Bank monitors outstanding loans, with the primary objective of timely identifying credit risk factors, while periodically conducting due diligence of the financial and economic condition of the customer and the group of related parties, the financing project, legal and collateral risks, and security-related checks. If such risks are identified, the Bank assesses them and, if necessary, takes measures to address them. 
Based on the results, the business unit compiles a package of documents consisting of its own expert opinion and the expert opinions received from second-line units, and submits it to the Bank’s Authorized Body, which decides whether to grant or continue financing for the customer. 
As part of the retail lending process, credit risk assessment is primarily conducted automatically by aggregating data on the customer, their creditworthiness, and solvency from internal and external data sources, including the use of scoring systems for credit assessment and decision-making. The first- and second-line defense units provide support and oversight for each stage of the automated application process within the scope of their authority and areas of responsibility.





















Information on the bank’s assets exposed to credit risk
 
(KZT thousands)
	No.
	Description
	Claims in default
	Claims with overdue principal and/or accrued interest for more than 90 (ninety) calendar days
	Claims not in default
	Claims with overdue principal and/or accrued interest of no more than 90 (ninety) calendar days
	Provisions (reserves)
	Net book value of assets

	1
	2
	3
	4
	5
	6
	7
	8

	1
	Loans
	8 348 476,94
	5 853 384,36
	38 700 192,44
	2 731 428,02
	8 012 679,44
	39 035 989,95

	2
	Debt securities
	0
	0
	0
	0
	0
	0,00

	3
	Off-balance-sheet liabilities
	0
	0
	1 450 508,01
	0
	157 430,01
	1 293 078,00

	4
	Total:
	8 348 476,94
	5 853 384,36
	40 150 700,45
	2 731 428,02
	8 170 109,45
	40 329 067,95



Credit Risk Information
(KZT thousands)
	No.
	Description
	Total
	Unsecured Claims
	Claims secured by collateral
	Claims secured by guarantees
	Claims secured by derivative financial instruments

	1
	2
	3
	4
	5
	6
	7

	1
	Loans
	48 499 177,39
	36 495 863,38
	6 980 572,42
	5 022 741,59
	0

	2
	Debt securities
	0,00
	0
	0
	0
	0

	3
	Total, of which:
	48 499 177,39
	36 495 863,38
	6 980 572,42
	5 022 741,59
	0,00

	4
	Defaulted exposures
	7 992 325,04
	6 194 218,95
	1 009 063,14
	789 042,95
	0
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