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This Law is aimed at protecting individual depositors’ rights and sets out the legal operation principles of the system of obligatory insurance of deposits placed in the second tier banks of the Republic of Kazakhstan with the exception of interest-free demand deposits and investment deposits placed in Islamic banks, the procedures and activities of the Deposit Insurer, membership of the second tier banks in the obligatory deposit insurance system and other issues concerning relationships among the system's members. 
Chapter 1. General Provisions
 
Article 1. Main terms used in the Law
The following notions are used in the Law:
1) agent bank – a member-bank of the obligatory deposit insurance system, which fulfills the procedures on coverage payouts to depositors under an agreement concluded with the Deposit Insurer;
2) bank – a second tier bank;
3) obligatory deposit insurance system – a set of institutional and legal measures specified by the Law and aimed to protect the rights and legal interests of depositors;
4) premiums – payments made by member-banks to the Deposit Insurer in accordance with the provisions of the Law;
5) insured deposit – any deposit covered by the obligatory deposit insurance in accordance with the Law;
6) coverage amount – amount of money which is payable by the Deposit Insurer to the holder of an insured deposit according to the Law;
7) member-bank – bank which is a member of the obligatory deposit insurance system and which obligations to repay deposits are insured hereunder;
8) membership certificate of a member bank – a document issued to a member bank by the Deposit Insurer and certifying the bank’s membership in the obligatory deposit insurance system;
9) contract of adhesion – agreement signed by a bank on joining the obligatory deposit insurance system; the terms and conditions of the agreement shall be determined by the Deposit Insurer and are standard for all banks joining the system;
10) authorized body – the state body regulating and supervising the financial market and financial organizations.
 
Article 2. Legislation of the Republic of Kazakhstan on Obligatory Deposit Insurance 
1. Legislation of the Republic of Kazakhstan on Obligatory Deposit Insurance is based on the Constitution of the Republic of Kazakhstan and includes the present Law and other statutory legal acts of the Republic of Kazakhstan.
2. If an international agreement ratified by the Republic of Kazakhstan provides for rules other than those stipulated by the Law, the Rules of the international agreement shall prevail.
 
Article 3. Aims and Principles of the Obligatory Deposit Insurance System 
1. The obligatory deposit insurance system is aimed at ensuring the stability of the financial system including maintaining confidence in the banking system by reimbursing coverage amount to depositors in case of a compulsory liquidation of a member-bank.
2. The main principles of the obligatory deposit insurance system are:
1) obligatory membership of the banks, which accept deposits, open and conduct bank accounts of individuals, in obligatory deposit insurance system;
2) ensuring the transparency of the obligatory deposit insurance system;
3) reducing the risks involved in running the obligatory deposit insurance system;
4) accumulative basis of a special reserve for paying compensation.
  
Chapter 2. Legal Status of the Deposit Insurer and Its Activity 
 
Article 4. Establishing the Deposit Insurer 
1. The Deposit Insurer is a non-commercial organization established as a joint-stock company and acting in accordance with the Law, other statutory legal acts of the Republic of Kazakhstan and its Charter. 
2. Founder – the only shareholder of the Deposit Insurer is the National Bank of the Republic of Kazakhstan.
 
Article 5. Main Objectives and Functions of the Deposit Insurer
1. The main objectives of the Deposit Insurer are:
1) ensuring the stability of the financial system; 
2) protecting the rights and legal interests of insured depositors in case of compulsory liquidation of a member-bank.
2. The Deposit Insurer shall implement the following functions to perform its main objectives:
1) payout the coverage amount in accordance with the provisions of the Law;
2) maintain a List of member-banks of the obligatory deposit  insurance system;
3) invest its own assets;
4) accumulate a special reserve assigned to pay coverage amount;
5) choose an agent bank on tender basis;
6) participate in the temporary administration during a member-bank’s conservation;
7) participate in the temporary administration of member-bank during the period of licenses on the bank transactions withdrawn; 
8) participate in the liquidation committee of a compulsorily liquidated member-bank until the liquidation committee has met its legal obligations on reimbursing sum to Deposit Insurer;
9) participate in the committee of creditors of a compulsorily liquidated bank until the liquidation committee has met its legal obligations on reimbursing sum to Deposit Insurer.
 
Article 6. Guarantees of the Deposit Insurer 
1. The Deposit Insurer shall undertake reimbursing to depositors of a member-bank from the day of Court decision’s on compulsory liquidation effectiveness.   
2. The obligations of the Deposit Insurer on reimbursing to depositors shall cease on the expiry of one year of a note being made in the state legal entities register concerning the compulsory liquidation of the member bank but not earlier than five years after the day of Court decision’s effectiveness.
 
Article 7. Authorities and obligations of the Deposit Insurer 
1. The Deposit insurer is entitled to:
1) request member-banks to pay premiums;
2) request member-banks to provide data on deposits, which is not a bank secrecy or any other registered secret;
3) receive from the National Bank of the Republic of Kazakhstan necessary information to ensure the acting of the obligatory deposit insurance system in accordance with article 8 of the Law;
4) receive from the authorized body necessary information to ensure the acting of the obligatory deposit insurance system, including information about financial status of member banks in accordance with article 9 herein;
5) lend funds to member-bank in case provided for in article 16 herein;
6) deposit funds in a member-bank in accordance with the legislation of the Republic of Kazakhstan;
7) borrow funds in the case provided for in article 23 herein;
8) request the liquidation committee of a member-bank to provide a list of insured depositors and calculate the guaranteed coverage;
9) ask the authorized body to take action against a member-bank which violates the obligatory deposit insurance legislation of the Republic of Kazakhstan.
2. The Deposit Insurer is obliged to:
1) define the terms of the contract of adhesion;
2) control the completeness and timeliness of premiums paid by member-banks;
3) reimburse the coverage amount to depositors of a compulsorily liquidated member-bank in accordance with the Law;
4) use information concerning member-banks and their depositors which has become known during the course of executing its duties;
5) notify the authorized body about any violations of the obligatory deposit insurance legislation of the Republic of Kazakhstan by member-banks;
6) provide depositors with the information stated in article 21 herein.
 
Article 8. Principles of Interaction between the National Bank of the Republic of Kazakhstan and the Deposit Insurer
1. For the purpose of proper and timely fulfillment of its functions the Deposit Insurer shall obtain information from the National Bank of the Republic of Kazakhstan which is necessary to ensure the functioning of the obligatory deposit insurance system. The information disclosure procedure shall be agreed between the National Bank of the Republic of Kazakhstan and the Deposit Insurer. 
2. In a case provided for by the Law, the Deposit Insurer shall be entitled to borrow from the National Bank of the Republic of Kazakhstan.
3. The National Bank of the Republic of Kazakhstan shall define the scope, procedure and terms for submitting financial statements by the Deposit Insurer and the procedure for investing its assets.
 
Article 9. Principles of Interaction between the Authorized Body and Deposit Insurer
1. The authorized body and the Deposit Insurer shall coordinate their activities, reconcile the documents to be accepted and inform each other of any actions regarding obligatory deposit insurance.
2. For the purpose of proper and timely fulfillment of its functions the Deposit Insurer shall obtain from the authorized body necessary information to ensure the functioning of the obligatory deposit insurance system. The information disclosure procedure shall be agreed between the authorized body and the Deposit Insurer.
  
Chapter 3. Procedure for Banks’ Membership of the Obligatory Deposit Insurance System 
 
Article 10. Banks joining the Obligatory Deposit Insurance System
1. In order to join the obligatory deposit insurance system a bank shall provide the Deposit Insurer with a notarized copy of the authorized body’s license for accepting deposits and opening and maintaining bank accounts of individuals not later than the day after the license has been granted.
2. On the day of receiving the authorized body’s license for accepting deposits, and opening and conducting bank accounts of individuals, the bank must join a contract of adhesion and apply statement to the Deposit Insurer in accordance with standard legal acts of the authorized body.
If the bank fails to apply statement for a contract of adhesion the Deposit Insurer shall inform the authorized body thereof within two working days.
3. The authorized body shall consider sanctions against a bank, which fails to apply statement for a contract of adhesion in accordance with the legislation of the Republic of Kazakhstan.
4. The Deposit Insurer shall issue a membership certificate to the bank within two working days of receiving the statement for a contract of adhesion.
The membership certificate shall be issued on the day the information entered in the list of member-banks of the obligatory deposit insurance system.
5. The bank becomes a member of the obligatory deposit insurance system on the day it is registered in the list of member-banks.
6. The Deposit Insurer shall keep record of issued and cancelled membership certificates by making a relevant information in the list of member-banks of the obligatory deposit insurance system.
7. The Deposit Insurer shall publish quarterly a list of member-banks in the state and russian languages in periodicals distributed in the Republic of Kazakhstan.
 
Article 11. Contract of adhesion
1. Adhesion of a bank to a contract of adhesion is a compulsory condition of membership in the obligatory deposit insurance system.
2. The contract of adhesion shall contain:
1) full name of the Deposit Insurer, its location and bank details;
2) indication of the contract’s subject;
3) authorities and functions of the parties;
4) terms for premiums’ paying;
5) procedure by which the member-bank provides the Deposit Insurer with information necessary for fulfilling its obligations and functions;
6) calculations of insured deposits liabilities of member-banks’ and reimbursement sum paid by the Deposit Insurer in case of compulsory liquidation of a member-bank;
7) discharge of contract clauses;
8) responsibilities of the parties for violation of a contract, including the Deposit Insurer’s right to draw down the value of unpaid or partially paid premiums and a fine for the non-performance of contractual obligations by a member-bank from accounts of a member-bank without further authorization.
3. The contract of adhesion shall become effective at the moment the bank is registered on the list of member-banks of the obligatory insurance system, and be terminated if the bank is removed from the obligatory deposit insurance system.
 

Article 12. Types and terms of premiums payments by member-banks 
1. Under this Law and the contract of adhesion a member-bank shall pay the Deposit Insurer the following premiums:
1) mandatory regular premiums – quarterly payments of member-banks;
2) additional premiums – one-off payments made by member-banks in case of the insufficiency of Deposit Insurer’s special reserve for reimbursement. 
3) emergency premiums – payments made by member-banks for complete repayment of the Deposit Insurer’s loan borrowed in accordance with article 23 herein, and interest accrued.
Paying extraordinary premiums shall not suspend the obligation of member-banks to pay the mandatory regular premiums.
2. The authority body of the Deposit Insurer shall determine the size and terms of payment of premiums by a member-bank.
The value of the mandatory regular premium of a member-bank shall not exceed 0.5% of the insured deposits with the member-bank as of the first day of the month following the reporting quarter.  
The sum of the additional premium shall not exceed the double obligatory regular premium payable by the member-bank to Deposit Insurer for the previous quarter.
The annual sum of a member- bank’s emergency premium shall not exceed the annual amount of the mandatory regular premium payable on a quarterly basis by the member-bank to the Deposit Insurer.
3. Obligations of a member-bank to pay contributions shall be suspended from the date a license is withdrawn until a court judgment on compulsory bank liquidation comes into effect.
4. Premiums paid by member-banks under the contract of adhesion are non refundable.
 
Article 13. Authorities and obligations of a member-bank
1. A member-bank shall be entitled to:
1) obtain data from Deposit Insurer on premiums rates and terms of payment as well as other information on obligatory deposit insurance that does not cover banking secrecy or any other registered secret;
2) participate in a tender of an agent bank;
3) share information via the mass media about its membership of the obligatory deposit insurance system.
2. The member-bank shall be obliged to:
1) pay premiums on time and in full in accordance with the Law;
2) inform clients of its membership of the obligatory deposit insurance system with the number and date of the membership certificate and terms of reimbursement;
3) notify the Deposit Insurer of a situation which prevents the member-bank from complete and timely fulfillment of its obligations regarding repaying insured deposits within five calendar days of such a situation arising;
4) provide the Deposit Insurer with information confirming the accuracy of premiums paid;
5) provide the Deposit Insurer with any other information on insured deposits excluding information which is a banking secrecy or registered secret.
3. Within seven working days of the court judgment for the compulsory liquidation of the member-bank the liquidation commission of a member-bank shall provide the Deposit Insurer with a list of depositors and estimates of coverage prepared on the date the court judgment becomes valid.
 

Article 14. Consequences of a Member-Bank Renaming
1. The member-bank shall give written notification of renaming to the Deposit Insurer within five working days of receiving the state re-registration certificate.
2. In case of a member-bank renaming the Deposit Insurer shall change the membership certificate, made relevant changes in the list of member-banks within ten working days of receiving the supporting documents from the member-bank. In this case the previous membership certificate shall be cancelled.    
Chapter 4. Removing Member-Banks from the Obligatory Deposit Insurance System and
Features of the Purchase and Assumption Transaction of a Compulsory Liquidated Bank
 
Article 15. Removal of a member-bank from the Obligatory Deposit Insurance System 
1. The reasons for the removal of a member-bank from the obligatory deposit insurance system are:
1) withdrawal from the member-bank of the license for taking deposits, and opening and maintaining accounts of individuals by the authorized body;
2) termination of the member-bank’s activities by reorganization or liquidation;
3) voluntary return of the license for taking deposits and opening and maintaining the accounts of individuals by the member-bank to the authorized body.
2. Terms for removing a member-bank from the obligatory deposit insurance system are as follows:
1) in the event of a license for taking deposits, and opening and maintaining bank accounts of individuals is withdrawn by the authorized body – of the date of the decision to withdraw it comes into effect;
2) in the event of a compulsory reorganization or liquidation of a member-bank – on the date the compulsory reorganization or liquidation judgment comes into effect;
3) in the event of voluntary reorganization or liquidation of the member-bank – on the date the reorganization or liquidation is permitted by the authorized body;
4) in the event of voluntarily surrendering the license for taking deposits and opening and maintaining bank accounts of individuals by a member-bank – on the date the authorized body decided to terminate the license due to its voluntary return.
3. The member-bank shall be removed from the obligatory deposit insurance system by making a note about the cancellation of the membership certificate in the list of member-banks.
4. Removing the member-bank from the obligatory deposit insurance system shall not terminate the Deposit Insurer’s obligations with regard to insured deposits held in the member-bank before the date of its removal.
In case when the member-bank is removed from the obligatory deposit insurance system because of withdrawal of a license on accepting deposits, opening and conducting individuals’ bank accounts by the authorized body, as well as voluntary reorganization, the bank shall return the individuals’ deposits by direct payment or transferring them to another member-bank in accordance with the legislation of the Republic of Kazakhstan within three months.

In case when the member-bank is removed from the obligatory deposit insurance system on the grounds specified in the subparagraphs 2) (excluding the compulsory liquidation of a member-bank) and 4) of the paragraph 2 of the present article, the bank shall return deposits in accordance with the requirements of the legislation of the Republic of Kazakhstan.     
Article 16. Features of the Purchase and Assumption Transaction of a Compulsorily Liquidated Bank

1. To protect the depositors’ interests the Purchase and Assumption Transaction of the compulsorily liquidated bank to another one/others is permitted. The procedure shall comply with the banking legislation of the Republic of Kazakhstan.
2. In the course of the operation indicated in paragraph 1 herein the Deposit Insurer shall have the right to grant loans or allocate deposits to member-bank(s) undertaking the obligations under insured deposits, the features and procedures for granting them, which are set out in the standard legal acts of the authorized body.  
3. If liabilities under insured deposits to be transferred according to paragraph 1 herein exceed the amount of property of the compulsorily liquidated bank, the Deposit Insurer shall be entitled to repay the difference from the special reserve.
4. Funds to be transferred by the Deposit Insurer under paragraphs 2 and 3 herein shall not exceed the sum payable as the guaranteed coverage specified in article 18 of the Law.
  
Chapter 5. Subjects of the Obligatory Deposit Insurance System. Amount and Terms of Reimbursement
 
Article 17. Subjects of the Obligatory Deposit Insurance System
Subjects of the obligatory deposit insurance are member-banks' liabilities to return individuals’ deposits in tenge and foreign currency without any interest accrued, which are in bank accounts and certified by contracts of bank account and (or) bank deposit and (or) by deposit documents in case of a compulsory liquidation of a member-bank. 
 
Article 18. Coverage 
In the event of a compulsory liquidation of a member-bank the Deposit Insurer shall pay the depositors the coverage in the value of the deposit balance less the interest accrued but not more than one million tenge. In the event of compulsory liquidation of a member-bank during the period the Law of the Republic of Kazakhstan #72IV of 23 of October 2008  “On introducing adjustments to a number of legislative acts of the Republic of Kazakhstan related to the issues of financial system stability” comes into force and till the 1 of January 2012, the Deposit Insurer shall pay coverage to the insured individual depositors in the value of the deposit balance less the interest accrued but no more than five million tenge. At the expiration of the period, determined by the present paragraph, the coverage shall be paid in amount specified by the article 18 of the Law of the Republic of Kazakhstan “On the Obligatory Insurance of Deposits placed in the Second Tier Banks of the Republic of Kazakhstan”. 

.    
Article 19. Depositors’ rights to coverage
1. A depositor shall have the right to receive coverage for insured deposits as provided by this Law.
2. If a depositor has several insured deposits in a member-bank, which are different in terms of types and currency, the Deposit Insurer shall reimburse total sum up to a maximum of one million tenge.
3. If a depositor opens deposits in several member-banks, the Deposit Insurer shall pay the coverage for each member-bank.
4. The coverage amount shall be paid in the national currency of the Republic of Kazakhstan. To estimate the coverage amount for foreign currency deposits the market rate of exchange set on the date of the judgment on compulsory liquidation of the member-bank shall be used.
 
Article 20. Agent bank
1. The Deposit Insurer shall pay coverage amount through the agent bank (agent banks) chosen by tender among member-banks.
The procedure of the agent bank tender and requirements to an agent bank shall be determined by the standard legal act of the authorized body.
2. If no member-bank meets the requirements to be an agent bank the Deposit Insurer shall pay coverage through the National Postal Operator.
 
Article 21. Procedure for reimbursing
1. The Deposit Insurer shall publish an announcement concerning the compulsory liquidation of the member-bank and the commencement of coverage reimbursing with the name of the agent bank (or National Postal Operator in the event of no bank qualifying), duration and place(s) of payments or the delay in commencing the coverage as provided by article 23 of the Law, in periodicals, distributed within the Republic of Kazakhstan, in the State and Russian languages within fourteen working days of the relevant court judgment.
In the event of the delay in paying coverage amount the Deposit Insurer shall also inform depositors of the commencement date, duration, place(s) and terms of payment by publishing announcements in periodicals distributed in the Republic of Kazakhstan in the State and Russian languages.
A depositor has a right to obtain said information directly from the Deposit Insurer.
2. A depositor of the compulsorily liquidated bank shall be entitled to apply to the agent bank for reimbursement with the original bank account agreements and (or) bank deposit and (or) deposit documents and their copies attached within six months of the announcement of the coverage commencement. The agent bank shall pay coverage to depositor only after submission of identifying documents.
3. If the depositor’s rights of claims against the liquidated bank are confirmed the agent bank shall pay coverage within five working days of the documents being delivered to the agent bank.
4. After six months a depositor shall have the right to apply to the Deposit Insurer for coverage.
5. If the compulsorily liquidated bank acts as a creditor or guarantor of a depositor, the coverage amount shall be based on the balance remaining as a result of setting off the insured deposit and counterclaims of the member-bank.  
  
Chapter 6. Deposit Insurer's Special Reserve for Payouts
Article 22. Special Reserve of the Deposit Insurer 
1. To ensure reimbursing the Deposit Insurer shall form a special reserve within the limits and out of:
1) Deposit Insurer’s expenses up to fifty percent of its authorized capital;
2) premiums of member-banks;
3) fines levied on member-banks for the non-execution or improper execution of obligations under the contract of adhesion;
4) money obtained to satisfy the Deposit Insurer’s claims by a compulsorily liquidated bank with regard to paid (payable) coverage;
5) income from the Deposit Insurer’s assets investments less expenses and deductions as provided by its charter.
2. The target level of the deposit insurer’s special reserve shall not be less than five percent of all insured deposits with member-banks.
 
Article 23. Loans to the Deposit Insurer 
If the special reserve funds of the Deposit Insurer are insufficient to pay coverage to depositors and the deficit cannot be defrayed by additional contributions from member-banks, the Deposit Insurer shall have the right to borrow the amount of the deficit from the National Bank of the Republic of Kazakhstan.
Commencement of reimbursement can be delayed upon agreement with the authorized body and the National Bank of the Republic of Kazakhstan for the period which is deemed necessary for borrowing the value of the deficit but not more than forty five calendar days from the court judgment on compulsory liquidation of the member-bank.
  
Chapter 7. Final Provisions 
 
Article 24. Settlement of Disputes 
Any disputes arising from obligatory deposit insurance shall be settled in accordance with the legislation of the Republic of Kazakhstan.
 
Article 25. Enactment of the Law 
1. The Law shall become effective from January 1st 2007 and be applicable to relations arising from agreements about bank accounts and (or) bank deposits concluded between banks and individuals before the Law came into force. 
2. Banks, which have been members of the obligatory deposit insurance system since before the enactment of the Law, shall conclude a contract of adhesion with the Deposit Insurer in accordance with the procedure provided by this Law within three months of the Law coming into effect.   
3. Agreements on mandatory regular, additional and emergency premiums, maximum deposit interest rates and providing information on a bank’s deposit policy, concluded between the Deposit Insurer and member-banks before the Law comes into effect, shall be valid until the member-bank enters into the contract of adhesion in accordance with the Law.   
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