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INDEPENDENT AUDITOR’S REPORT
To the Shareholders and the Board of Directors
Of Joint Stock Company “Ukrainian Bank for Reconstruction and Development”


REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS


Opinion

We have audited the financial statements of the Joint-Stock Company “Ukrainian Bank for Reconstruction and Development” (hereinafter – the Bank), which comprise the statement of financial position as at December 31, 2019, and the statement of profit or loss and other comprehensive income, statement of changes in equity and statement of cash flows for the year then ended and notes to the financial statements, including the summary of significant accounting policies (hereinafter – the financial statements).

In our opinion, the accompanying financial statements present fairly, in all material respects the financial position of the Bank as at December 31, 2019, and its financial performance and cash flows for the year then ended in accordance with the International Financial Reporting Standards (hereinafter – IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (hereinafter – ISAs). Our responsibilities under those standards are further described in the “Auditor’s Responsibilities for the Audit of the Financial Statements” section of our report. We are independent of the Bank in accordance with ethical requirements that are applicable in Ukraine to our audit of the financial statements, such as the International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (hereinafter – IESBA Code), and we also have fulfilled our other ethical responsibilities in accordance with these requirements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter

We draw attention to Note 29 to the financial statements, which inter alia states that on March 11, 2020 the Regulation of the Cabinet of Ministers of Ukraine # 211 “On preventing the spread of coronavirus COVID-19 on the territory of Ukraine” imposed restrictions on entities’ operation and introduced quarantine measures. The Bank is not exposed to credit risk; therefore immediate effect of consequences of COVID-19 spread on its operation is not expected. But the medium-term consequences of the above are not predictable as at the date of this report. We do not modify our opinion with regard to this matter.

Other Matters

Audit of the financial statements of the Bank as at December 31, 2018 and for the year ended on December 31, 2018 was performed by another auditor, and the Independent Auditor’s Report was issued on April 1, 2019 with unqualified opinion. 

Other Information

Management of the Bank is responsible for other information, which is not the financial statements of the Bank and do not contain our Independent Auditor’s Report thereon.

Other information comprises:  
·  Management Report (Governance Report) for 2019 (hereinafter – the Governance report), which was prepared by the Bank based on the requirements of Chapter ІV of the Resolution of the Board of the National Bank of Ukraine «Regulation on the Procedure of Preparation and Disclosure of Financial Statements of Banks #373 dated 24.11.2011 (hereinafter – Resolution of NBU #373), and which we received before the date of our Independent Auditor’s Report. Our opinion on the financial statements does not apply to the abovementioned Governance Report and we do not conclude with any level of assurance on it as a whole. In connection with our audit of the financial statements, our responsibility is to read the Governance report and review on:
· its consistency with the financial statements of the Bank for 2019; 
· compliance of the Governance Report with legislation requirements;
· the existence of material misstatements in the Governance Report. 
We have not identified inconsistency of the Governance Report with the Financial Statements of the Bank for 2019; we also did not identify incompliance of the Governance Report with the legislation requirements regarding its preparation and presentation procedures. We did not find material misstatements in the Governance Report. 

· Annual Information of the Issuer, which must be completed by the Bank based on the requirements of Articles 40 and 401 of the Law of Ukraine "On Securities and the Stock Market" and which is not the financial statements of the Bank. Annual Information of the Issuer will be approved after the date of our Independent Auditor’s Report. Our opinion on the financial statements does not apply to the Annual Information of the Issuer and we do not conclude with any level of assurance on this Annual Information of the Issuer as at the date of this Independent Auditor’s Report. In connection with our audit of the financial statements, our responsibility is to read the Annual Information of the Issuer and consider whether there is a material inconsistence between the Annual Information of the Issuer and the financial statements or our knowledge obtained during the audit, or whether the Annual Information of the Issuer otherwise appears to be materially misstated. When we read the Annual Information of the Issuer and if we come to the conclusion that it contains the material misstatement, we will be obliged to inform you accordingly. 

Responsibilities of the Bank’s Management and the Supervisory Board for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with IFRSs, and for such internal control as management determines is necessary to enable the preparation of the financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Bank’s ability to continue as a going concern, disclosing, as applicable, matter related to going concern and using the going concern assumption as a basis of accounting unless management either intends to liquidate the Bank or to cease operations, or has no realistic alternative but to do so. 

The Supervisory Board is responsible for overseeing the Bank’s financial reporting process.


Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements. 

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional scepticism throughout the audit. We also: 
· Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control; 
· Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Bank’s internal control; 
· Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related disclosures made by management of the Bank; 
· Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant doubt on the Bank’s ability to continue as a going concern. If we conclude that the material uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause the Bank to cease to continue as a going concern; 
· Evaluate the overall presentation, structure and content of the financial statements, including the disclosures, and whether the financial statements represent the underlying transactions and events in a manner that achieves fair presentation. 

We communicate with those charged with governance regarding the planned scope and timing of the audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit. 

We also provide those charged with governance with a statement that we have complied with relevant ethical requirements regarding independence, and to communicate with them all relationships and other matters that may reasonably be thought to bear on our independence, and where applicable, related safeguards. 

From the matters communicated with those charged with governance, we determine those matters that were of most significance in the audit of the financial statements of the current period and are therefore the key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our report because the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such communication. 


REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
(The Law of Ukraine “On audit of the financial statements and auditing" N2258-viii dated December 21, 2017)

The information in this section of the Independent Auditor's Report is provided in accordance with paragraphs 3 and 4 Article 14 of the Law of Ukraine "On Audit of the Financial Statements and Auditing" No. 2258-VIII dated December 21, 2017.

We were appointed to conduct the statutory audit of the Bank’s financial statements by the Supervisory Board resolution #15/2019 of September 26, 2019; the total duration of the audit engagement without interruptions, taking into account extension of the mandate that took place and the re-appointments, is one financial year that ended December 31, 2019.

Audit Estimates

Our statement regarding identification and our assessment of risks of material misstatement of financial statements due to fraud or error is contained in Auditor's Responsibilities for the Audit of the Financial Statements section of this Independent Auditor's Report.

Description and assessment of risks of material misstatement in the financial statements

In planning our audit we determined that the audit of the Bank’s financial statements is accompanied by a high audit risk, based on the Bank’s business risk and inherent accounting risk. Information regarding the risk assessment of material misstatement due to fraud is disclosed below in Main limitations regarding the risks of material misstatement in the financial statements section of this Independent Auditor’s Report.

Business risk comprises the facts that the Bank belongs to public interest entities and also is sensitive to decrease in profitability of internal government bonds and deposit certificates, which are the main sources of the Bank’s income.  

In planning our audit we identified accounting risk as possible in connection with assessment of expected credit losses from financial assets.  

References to information in the financial statements for describing and assessing the risk of material misstatement in the financial statements

Business risk is described in Notes 1, 2 and 29 to the financial statements of the Bank. 
Accounting risk is described in Note 4 to the financial statements.

Description of responses taken to address identified risks of material misstatement in the financial statements

Based on identified and assessed risks of material misstatement of the financial statements, we conducted the following audit procedures, we:
· increased the level of professional scepticism (i.e., increased our attention to the documentation and the need to confirm the explanations or statements of the Bank’s management);
· assigned appropriate personnel to carry out the statutory audit, including, in accordance with the RSM International Audit Manual, a second partner and a quality control reviewer;
· increased sample size and scope of analytical procedures;
· investigated whether there were any significant and / or unusual operations that took place close to the year end and at the beginning of the next year; 
· assessed the appropriateness of the applied accounting policies and the reasonableness of the accounting estimates and relevant disclosures in the financial statements made by the Bank’s management;
· assessed the overall presentation, structure and content of the financial statements, including disclosures, as well as whether the underlying operations and events are presented the financial statements in the way to achieve their reliable presentation in the financial statements;
· analysed conclusion on the acceptability to use the assumption of the Bank’s management regarding going concern as the basis for accounting based on the audit evidence obtained. The period of assessment of going concern  covered a period of at least twelve months from the date of approval of the financial statements;
· analysed information on whether there is a significant uncertainty about events or conditions that would put into question the Bank’s ability to continue as going concern. 

Main limitations regarding the risks of material misstatement in the financial statements

The main limitation is the risk of fraud. In accordance with the requirements of IAS 240, in planning of our audit, we considered the Bank's disposition to fraud, taking into account the business environment, as well as the means and methods of control established and supported by management, as well as the character of the transactions, assets and liabilities presented in the accounting.

In planning our audit, we made inquiries to the Bank’s management regarding whether they have knowledge of any actual, suspected or alleged fraud affecting the Bank. In response to such inquiries the management provided a written assessment of the risk of fraud in the Bank, according to which the risk of fraud is controlled.

However, the primary responsibility for prevention and detection of fraud rests with the management of the Bank, which shall not rely on the audit to avoid its responsibilities, as fraud may include conspiracy, forgery, deliberate omission, incorrect statements or override of internal control, which may not be detected as a result of the limitations inherent of an audit. The inherent audit limitations are described in the Auditor's Responsibilities for the Audit of the Financial Statements section of this Independent Auditor's Report.

Audit Effectiveness in Detecting Violations

[bookmark: _Hlk32306851]In the case of any misstatements identified as a result of our audit, other than purely trivial mistakes, we report them to the Supervisory Board and the management of the Bank and apply professional judgment for quantitative and qualitative assessment of their cumulative effect on items and disclosures in the Bank's financial statements; and also consider qualification of our Independent Auditor’s Report. As a result of our audit, we have not identified any unadjusted misstatements, which would require qualification of our Independent Auditor's Report.

Consistency of Independent Auditor’s Report with Additional Report to Audit Committee

This Independent Auditor’s Report is brought in line with the Additional Report to the Supervisory Board of the Bank, which was prepared in accordance with the requirements of Article 35 of the Law of Ukraine "On Audit of the Financial Statements and Auditing".

Providing Services Prohibited by Law and Independence of the Key Audit Partner and Audit Firm from the Bank 


We have not provided services prohibited by law to the Bank, as it was stipulated by Article 6 of the Law of Ukraine “On Audit of the Financial Statements and Auditing”.

Statement of our independence from the Bank, including the key audit partner is disclosed in the Basis for Opinion and Auditor's Responsibilities for the Audit of the Financial Statements paragraphs of this Independent Auditor's Report.

Information about Other Services Provided to the Bank or its Controlled Entities, except for Statutory Audit Services

Except for statutory audit of the Bank’s financial statements service, we provided other services including:
· review of the Governance Report prepared in accordance with Regulation #373;
· first stage of the assessment of the Bank’s sustainability according to the Statement of Work approved by the Decision of the National Bank of Ukraine #105-рш of February 7, 2020, which was designed on the basis of the requirements of the Resolution #141 of December 22, 2017 (as amended).

During the period under audit there were no legal entities controlled by the Bank (subsidiaries). 

Clarifications on the Scope of the Audit and the Limitations Inherent to an Audit

The limitations inherent to an audit are described in Auditor's Responsibilities for the Audit of the Financial Statements paragraph of this Independent Auditor's Report.

Because of the limitations inherent to an audit as well as limitations inherent to internal control system, there is an unavoidable risk that some significant misstatements may not be detected even if the audit is properly planned and performed in accordance with the ISAs.

Basic Information about the Audit Firm

· [bookmark: _GoBack]Full name according to statutory documents - Limited Liability Company “RSM UKRAINE” 
· Place of registration and actual location - 04080, 47 Nizhnyoyurkivska Str., Kyiv and 03151, 37/19 Donetska Str., Kyiv, respectively;
· Information on including in the Register – under #0084 (s/n5) in the Register of Auditors and Audit Entities; and under s/n 2 in the Section “Audit entities eligible to carry out statutory audit of the financial statements”); and under s/n 1 in the Section “Audit entities eligible to conduct statutory audit of the financial statements of public interest companies”.

The key partner for the audit resulting in this Independent Auditor’s Report is Oleksandr Dudar.
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