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‘ FUND

Financial Statements
for the year ended December 31, 2020

| Statement of financial position

(UAH million) Note 31 Dec 2020 31 Dec 2019
ASSETS

Non-current assets

Property, plant and equipment 12 347 40
Intangible asstes 13 89 53
Total non-current assets 436 93

Current assets

Cash 7 1,414 2,498
Financial assets 8 14,608 9,170
Accounts receivable from banks' contributions 9 114 1,006
Accounts receivable from insolvent banks on the M 1,413 3,619
Fund's creditor's claims

Other accounts receivable 10 25 11
Other assets 5 5
Total current assets 18,579 16,309
TOTAL ASSETS 19,015 16,402
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‘ FUND

| Statement of financial position (cont.)

(UAH million) Note 31 Dec 2020 31 Dec 2019
FUNDS AND LIABILITIES

Funds

Revaluation reserve 156 160
Accumulated Net Income (Loss) (61,434) (59,706)
Total Funds (61,278) (59,546)
Liabilities

Non-current liabilities
Financial liabilities 18 69,482 66,517
Total non-current liabilites 69,482 66,517

Current liabilities

Provision for a bank resolution 14 7,359 5,682
and deposit payouts
Account payables to insolvent banks' depositors 15 2,997 3,225
Other provisions 16 398 497
Other account payables 17 57 27
Total current liabilities 10,811 9,431
Total liabilities 80,293 75,948
Total net assets and liabilities 19,015 16,402

25 May 2021

Managing Director S.V. Rekrut

Chief Accountant O. S. Perebyinis
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V'S FUND
| Statement of comprehensive income

(UAH million) Note 2020 2019
Banks' contributions 19 4174 3,808
Expenses for deposit payouts and bank resolutions 22 (545) -
Changes on the Provision for a bank resolution and 14 (1,677) 792
deposit payouts

Other operating income 21 493 4,223
Administrative expenses 25 (459) (440)
Other operating expenses 24 (94) (22)
Operating income (loss) 1,892 8,361
Finance income 20 1,440 1,616
Finance costs 23 (5,060) (5,125)
Net income/(loss) (1,728) 4,852
Net gain/(loss) on financial assets available for sale (4) 230
Other comprehensive income/(loss) (4) 230
Total comprehensive income/(loss) (1,732) 5,082

25 May 2021
Managing Director S.V. Rekrut



L 4 DEPOSIT o ) o
GUARANTEE ‘= Financial Statements := Annual report 2020

‘ FUND

| Statement of changes in funds

Revaluation Accumulated

(UAH million) Net Income Total
reserve
(Loss)

Balance as at 31 Dec 2018 (70) (64,558) (64,628)
Net income/(loss) for the year - 4,852 4,852
Other comprehensive income 230 - 230
Balance as at 31 Dec 2019 160 (59,706) (59,546)
Net income/(loss) for the year - (1,728) (1,728)
Other comprehensive income (4) - (4)
Balance as at 31 Dec 2020 156 (61,434) (61,278)

25 May 2021

Managing Director S.V. Rekrut

Chief Accountant O. S. Perebyinis
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‘ FUND

| Statement of cash flows

(UAH million)

Operating activities

Banks' contributions

Proceeds from insolvent banks for creditor claims settlement
Funds transferred to agent banks for deposit payouts
Payments to employees

Payment of liabilities of other taxes and charges

Other operating receipts

Other operating payments

Net cash flows from operating activities

Investing activities

Proceeds from government bonds

Purchase of government bonds

Purchase of fixed assets

Interest received

Net cash flow from investing activities

Financing activities

Repayment of loans received from the National Bank of Ukraine
Repayment of promissory notes

Interest paid

Payments of lease liabilities

Net cash flow from financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

25 May 2021

Managing Director

Chief Accountant
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2020

4,066
2,303
(397
(310)
(73)
10
(146)
5,459

6,029
(11,482)
(387)
1,300
(4,540)

(1,300)
(700)
(3)
(2,003)
(1,084)
2,498
1,414

S.V. Rekrut

O. S. Perebyinis

2019

3,693
4,407
(834)
(307)
67
497
(69)
7,326

2,805
(4,405)
(34)
825
(809)

(1,460)
(9,118)
(514)
)
(11,101)
(4,584)
7,082
2,498
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Background information

The Deposit Guarantee Fund (the Fund) operates in
accordance with the Law of Ukraine On Households Deposit
Guarantee System (the Law).

The main objective of the Fund is to ensure the functioning
of the households deposit guarantee system and resolution
of insolvent banks.

In order to reach its main objective, the Fund, in the manner
prescribed by the Law, carries out the following functions:

« maintaining the Register of Member Institutions;

« accumulating funds from the sources as set in Article 19
of the Law and supervising the payment of fees from the
Fund's member intuitions;

« investing the funds of the Fund in securities;

« distributing bonds under the procedures and areas of
attracting funds specified in the Law, and issuing bills
in cases provisioned by the Law On State Budget of
Ukraine for the relevant year.

« taking measures to organise deposit payouts within
the time limits specified by the Law and in the amount
determined by the Administrative Board (since August

Notes
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Events after the reporting period, - 135

21, 2012 the reimbursement limit shall be at least UAH
200.000):

« regulating the banks' membership with the households
deposit guarantee system;

« inspecting problem banks upon an initiative of the
National Bank of Ukraine;

« applying financial sanctions to and imposing fines on
banks and bank senior executive management;

« resolving insolvent banks, including through provisional
administration and liquidation of such banks, organising
the disposal of assets and liabilities of an insolvent bank,
sale of an insolvent bank, or establishment and sale of a
bridge bank;

« monitoring member banks in accordance with the Law;

« providing financial support to member banks in
accordance with the Law;

« analysing the financial position and performance of the
member banks in order to elicit their potential risks, and
project the potential costs associated with the resolution
of insolvent banks and deposit payouts;



« granting a special purpose loan to a bank in order to
ensure due and timely remuneration of labour under the
terms and conditions set in p. 2, Part 6 of Article 36, p.
7 and 8, Part 2 of Article 37, and Part 4, Article 47 of the
Law during provisional administration;

- sending relevant inquiries to customers, depositors,
and other creditors of the bank in accordance with the
procedure established by the Fund;

« informing the public of the functioning of the households
deposit guarantee system, protecting the depositor's
rights and legitimate interests, and promoting financial
literacy among the citizens in accordance with the Law;

« studying and analyzing the markets of financial resources
raised from depositors by the Fund's member banks.

The Fund is a legal entity under public law, has its separate
property, which is an item of state property and is under its
economic jurisdiction.

Business environment

The Fund is one of the key actors in the financial sector
infrastructure, which along with other public authorities,
ensures the financial stability of the country. Proper
implementation of the Fund's objective directly depends
on its functional environment and its ability to respond
effectively to potential risks and threats.

Since 2014, Ukraine has been affected by unresolved armed
conflict in some areas of Luhansk and Donetsk regions, the
annexation of the Autonomous Republic of Crimea by Russia,
which still limits political and economic relations with Russia.

Nevertheless, during 2019 Ukrainian economy has
demonstrated some good signs of stabilization. The inflation
rate in Ukraine decreased to 4.1% in 2019 cf. to 9.8% in 2018,
and real GDP in 2019 increased by 3.2% compared to 2018.
The key factors that influenced the improvement of these
indicators are successful launch of the International Monetary
Fund program at the end of 2018, consistent monetary
policy of the National Bank of Ukraine aimed at achieving
price stability, high incomes of agro-industrial exporters,
and restraint of hryvnia liquidity and consistently high level
of foreign exchange earnings through government debt
securities.

Since 2016, the Ukrainian economy has shown signs of
stabilization. However, the spread of the COVID-19 pandemic
in the world and in Ukraine in early 2020 and the quarantine
restrictions imposed by the governments of most countries
have led to a sharp decline in economic activity in most
countries, including Ukraine. In 2020, real GDP decreased by
4.0% compared to 2019, consumer inflation was moderate
and amounted to 5.0%.

The level of macroeconomic uncertainty in Ukraine in

2020 continued to remain high due to the existence of a
significant amount of public debt to be repaid in 2021, which
requires the mobilization of significant domestic and external
financing in the environment, where emerging markets,
including Ukrainian, face more problems with sources of
funding. To a large extent, further economic growth depends
on the success of the Ukrainian government in implementing
the planned structural reforms and effective cooperation
with the International Monetary Fund.

Notes
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The Fund is an economically independent institution, has an
independent balance sheet, current and other accounts with
the National Bank of Ukraine, as well as securities accounts at
depository institutions - state-owned banks.

The Fund is a non-profit institution.

The governing bodies of the Fund are the Administrative
Board and the Executive Directorate.

The Administrative Board of the Fund comprises five
persons: a representative of the Cabinet of Ministers of
Ukraine, two representatives of the National Bank of Ukraine,
a representative of the special-purpose committee of the
Verkhovna Rada of Ukraine, and the Managing Director of the
Fund.

The Executive Directorate of the Fund comprises seven
members. The Fund's Managing Director and his/her
deputies are members of the Executive Directorate of the
Fund ex officio.

As at December 31, 2020 (December 31, 2019: 74 banks), the
number of the Fund's member institutions is 73 banks.

In April 2020, the rating agency Fitch confirmed the current
long-term rating of the default of the issuer of Ukraine in
foreign currency at the level of "B", and the forecast for it
worsened from "positive" to "stable". The revision of the
forecast reflects the significant impact of the COVID-19
pandemic, which nullified the improvements made by
Ukraine in recent years, in reducing the debt burden,
normalizing growth prospects after the geopolitical and
economic crisis of 2014-2015.

In 2020, the banking sector operated in an unstable
macroeconomic situation caused by the COVID-19
pandemic. As banks entered the period of the COVID-19
pandemic without significant imbalances, sufficiently
capitalized and highly liquid, the banking sector is
undergoing a coronary crisis successfully, properly
performing its functions. For the first time in history during
the crisis, Ukrainian banks did not become a factor in
increasing economic instability, due to the cleansing and
stability of the banking system, conducted in 2014-2017.
In 2020, only two banks were declared insolvent and
transferred under the Fund's management.

The development of the political and economic situation in
Ukraine, as well as the consequences of the spread of the
COVID-19 pandemic in the world and in Ukraine is extremely
difficult to predict, but the management believes that it
monitors developments and takes appropriate measures to
maintain stable operation of the Fund and deposit guarantee
system in Ukraine. Possible negative developments may have
an adverse effect on the results of operations and financial
condition of the Fund, the nature and consequences of
which are currently impossible to determine. These financial
statements reflect the current assessment of management
about the impact of operating conditions in Ukraine on the
Fund's operations and financial condition. Future operating
conditions may differ from the management estimates.



I Summary of significant accounting policies

a) Basis of preparation

The financial statements have been prepared in accordance
with the International Financial Reporting Standards (IFRS).
The financial statements have been prepared on a historical
cost basis, except for:

financial assets at fair value through other comprehensive
income (FVOCI).

b) Going concern

As of December 31, 2020, the Fund's net deficit is UAH 61.278
million (December 31, 2019: deficit of UAH 59.546 million).
Net loss for the year ended 31 December 2020 is UAH 1.728
million (net profit for the year ended 31 December 2019:

UAH 4.852 million). Cash inflows from operations for the year
ended 31 December 2020 amount to UAH 5.459 million (for
the year ended 31 December 2019 - UAH 7.326 million).

The management board implements the following measures
to insure the fulfilment of the Fund's obligations in the near
future:

« In conformity with Article 25 of the Law, in case of a
temporary liquidity crisis the Fund has the right to apply
to the National Bank of Ukraine to: 1) attract a loan; 2)
redeem securities owned by the Fund. In 2019, the Fund
concluded a loan agreement with the National Bank of
Ukraine on the opening of the renewable credit line for
the Fund in the amount of UAH 2,000 million.

« In conformity with Article 25 of the Law, in case of
insufficient funds, the Fund has the right to apply for a
loan or state contribution on a non-refundable basis from
the state budget.

« During 2020, the Fund made early repayment of
promissory notes in the amount of UAH 1.300 million
issued by the Fund to the Ministry of Finance of Ukraine
in 2015 in exchange for a loan in the form of domestic
government bonds and interest on the notes UAH 700
million.

« Over the course of 2020, the Fund in cooperation with
the Ministry of Finance of Ukraine and the National
Bank of Ukraine as part of a working group established
by the Financial Stability Board in 2018, continued to
develop and agree on methods of debt restructuring
on promissory notes issued to the Ministry of Finance of
Ukraine in 2015-2016 years in exchange for a loan in the
form of domestic government bonds.

« In 2020, the development of the Fund's risk management
system has begun, the main purpose of it is to ensure
the Fund's performance of the functions defined by
the legislation of Ukraine, in the presence of objective
risks, support of the process efficiency, protection of
the Fund's resources, operational continuity of the
Fund, compliance with the legislation and regulatory
documents.

« In 2020, the Fund carried out work to identify damage
caused to banks and their creditors by decisions,
actions or omissions of persons related to such banks.
As of December 31, 2020, the Fund has filed 60 lawsuits
against 751 bank-related persons against 41 insolvent
banks totaling about UAH 97,000 million.

Notes Financial Statements  := Annual report 2020

« The Fund uses all possible ways to sell the assets of
insolvent banks in the shortest possible time at the
highest value. The sale of assets is carried out through
the electronic trading system Prozorro.sale, also
international advisers, stock exchanges have been
involved into the process and direct sale of banks'
assets (property) to legal entities or individuals has been
arranged:

« The Fund also proceeds to optimize and minimize the
insolvent banks' expenses by strengthening operation
control in insolvent banks and centralizing their main
functions that arise during the introduction of temporary
administration or liquidation.

« The Fund initiates further changes in the legal framework
of its operations, aimed at increasing the institutional
capacity of the Fund and ensuring the improvement of
existing tools and methods of bank resolution.

The management believes that, given all the measures
described above, the Fund has the resources to keep
operational continuity in the near future. In addition,
management is not aware of any material uncertainties, other
than those listed above, that may cast significant doubt on
the Fund's ability to operate in the near future.

c) Functional currency and presentation currency

These financial statements are presented in the national
currency of Ukraine, UAH, which is the functional and
presentation currency of the Fund. All amounts in the
financial statements are rounded to millions.

Monetary assets and liabilities are translated into the
functional currency at official exchange rate of the National
Bank of Ukraine (NBU) as of the respective reporting date.
Profits or losses on foreign exchange differences that arise
on transaction settlements and as a result of the translation
of monetary assets and liabilities into functional currency at
the end of the year in accordance with the official NBU rates
are recognized in the statement of profit and loss. Non-
monetary items in foreign currency estimated at historical
cost are translated at the exchange currency rate on the
transaction date.

d) Current versus non-current classification

In the statement of financial position, the Fund presents
assets and liabilities based on their classification into current
and non-current.

An asset is current if:
« itis expected to be sold or intended to be sold or
consumed within the normal operating cycle;

« it is kept mainly for the purpose of sale;

« itis expected to be sold within 12 months after the
reporting period,;

« an asset is cash or cash equivalents, unless there is a
restriction on the exchange or use of that asset to repay
the liability for at least 12 months after the reporting
period.

All other assets are classified as non-current.
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A liability is current if:

- itis expected to be repaid during the normal operating
cycle;

« itis kept mainly for the purpose of sale;

. itis subject to repayment within 12 months after the
reporting period,;

« the entity has no unconditional right to defer repayment
for at least 12 months after the reporting period.
The terms of a liability that may, at the option of the
counterparty, result in its repayment through the issue of
equity instruments do not affect its classification.

All other liabilities are classified as non-current.
e) Fair value measurement

At each reporting date the Fund measures at fair value
financial instruments represented by domestic government
bonds.

Fair value is the price of selling an asset or transferring

a liability in an ordinary transaction between market
participants at the date of valuation. Fair valuation assumes
that the sale of an asset or the transfer of a liability occurs
either

« in the underlying market for that asset or liability; or

« in the absence of the main market - in the most
favorable market for this asset or liability.

The market in which the Fund normally carries out the sale
of an asset or the transfer of a liability is considered to be
the principal, or if there is no principal market, the most
favorable. The Fund must have access to the leader market
or most favorable market on the date of valuation.

The Fund estimates the fair value of an asset or liability using
the assumptions that market participants would use to form
the price of the asset or liability and assuming that market
participants are acting in their economic interest.

The Fund applies valuation techniques that are appropriate
to the circumstances and for which there is sufficient data
to estimate fair value, maximizing the use of relevant open
inputs and minimizing the use of closed inputs.

If there is a leader market for an asset or liability, the fair
valuation represents the price in that market (regardless

of whether that price is directly open or its valuation is
obtained by another valuation technique), even if the price in
another market is potentially more favorable on the date of
valuation.

Valuation techniques such as discounting cash flows and
analyzing financial information about investments are used
to determine the fair value of financial instruments for which
there is no information about market prices from external
sources. The application of valuation techniques may require
assumptions that are not supported by market data. In
these financial statements, information about assumptions
is disclosed in cases where replacing such an assumption
with a possible alternative may result in a material change
in the amounts of profit, income, expenses, total assets or
liabilities.
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The Fund applies valuation techniques that are appropriate
to the circumstances and for which there is sufficient data
to estimate fair value, maximizing the use of relevant open
input and minimizing the use of closed input. All assets
and liabilities whose fair value is measured or disclosed in
the financial statements are classified within the fair value
hierarchy set out below, based on the lowest level inputs
that are material to the fair value measurement as a whole:

« level 1 - quotation prices of identical assets or liabilities
in an active market (without any adjustments);

« level 2 - valuation models in which the inputs belonging
to the lowest level of the hierarchy are relevant for
estimating fair value in general and are directly or
indirectly observed in the market;

« level 3 - valuation models in which the inputs belonging
to the lowest level of the hierarchy are essential for
estimating fair value in general, are not observed in the
market.

In the case of assets and liabilities that are revalued on

a periodic basis in the financial statements, the Fund
determines the need to transfer them between levels of the
fair value hierarchy by re-analyzing the classification (based
on the lowest level hierarchy inputs that are relevant to
measuring fair value as a whole) at the end of each reporting
period.

In order to disclose fair value information, the Fund classifies
assets and liabilities based on the nature, characteristics and
risks of the asset or liability, and the level of the fair value
hierarchy.

f) Property, plant and equipment

Property, plant and equipment is stated at cost, net of
accumulated depreciation and accumulated impairment
losses, if any.

The expenses for improving own fixed assets, which lead to
an increase in the initially expected benefits from their use,
increase the initial value of these facilities.

Accrual of the asset depreciation begins on the first day
of the month following the month in which a fixed asset
becomes suitable for use, and stops on the first day of the
month following the month in which the fixed asset was
derecognized.

Depreciation is calculated on a straight-line basis for the
following useful life periods expected:

Years
Buildings 40
Vehicles 5
Furniture 3-7
Office supplies 4-7
Computer equipment 3-5
Tools and household equipment 3-7
Other fixed assets 3-7



The liquidation value of the fixed asset groups, which are not
subject to be sold after the end of useful life is 0 % of their
initial value. The liquidation value of the fixed asset groups,
which may be sold after the end of useful life, is set at the
level of statistics roundup on the actual sales of such fixed
assets for the last three years.

At the end of each fiscal year, the Fund reviews the
liquidation value of fixed assets, useful life period,
depreciation method, and analyses fixed assets for
impairment.

If there is an evidence of fixed asset impairment, the Fund
estimates the amount of expected reimbursement for this
asset. If the amount of the expected reimbursement of the
fixed asset is less than its book value, the book value of the
fixed asset shall be reduced to the expected reimbursement.
Such a reduction is an impairment loss. The impairment

loss is included in expenses of the period as part of other
expenses.

g) Lease

At concluding an agreement, the Fund assesses whether the
lease agreement as a whole or its individual components is
a lease agreement. The contract as a whole or its individual
components is a lease agreement if the contract transfers
the right of control over the use of the identified asset for a
certain period of time in exchange for compensation.

The Fund, as a lessee, applies a single approach to the
recognition and measurement of all leases, except for
short-term leases and leases in which the underlying asset
has a low value. The underlying asset has a low value if the
fair value of this asset in the new condition is less than or
equal to UAH 30,000.00. Lease payments on such leases are
expenses for the period that are distributed on a straight-line
basis over the lease term.

At the date of the lease commenced, the Fund recognizes
the asset in the form of right of enjoyment and lease liability.

At the date of recognition, the asset in the form of right of
enjoyment is measured at basic value, and the lease liability
is measured at the present value of the lease payments not
paid at that date.

Lease payments are discounted at the rate specified in the
lease agreement, if such a rate can be easily determined.
Otherwise, the Fund uses the average interest rate for the
last three months on long-term loans in the national currency
for business entities, published on the official website of the
National Bank of Ukraine, as a discount rate.

Subsequently, the Fund measures the asset in the form of
the right of use according to the cost model: the initial
value of the asset in the form of the right of use minus the
accumulated depreciation and accumulated losses from
impairment. The carrying amount of the asset is adjusted by
the amount of the revaluation of the lease.

Depreciation of an asset in the form of a right of use is
carried out on a straight-line basis over the shortest period
of time: useful life or lease term.

The lease liability is subsequently measured at amortized
cost using the effective interest method. The carrying
amount of the lease is increased by the amount of interest
on the lease and decreased by the amount of the lease
payments made.

The carrying amount of the lease is revalued as a result of:
a change in the lease term; revaluation of the probability
of exercising the option to acquire the underlying asset;
revaluation of amounts to be paid under liquidation value
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guarantees; revaluations of fixed payments and variable lease
payments that depend on the index or rate.

In the statement of financial position, the asset in the form
of a right of use is presented in the same line in which the
relevant underlying assets would be presented if they were
owned by the Fund.

h) Intangible assets

Intangible assets that were separately acquired (created) are
initially recognized at fair value, which is the amount of cash
paid or the fair value of any other consideration given for
consideration, and includes all direct costs of preparing the
asset for use, namely:

« invoice cost (less trade discounts), duties, indirect taxes
that are not refundable; and

« any costs that can be directly attributed to the
preparation of this asset for its intended use.

After recognition of assets as intangible they are accounted
for using the cost model: cost less accumulated amortization
and accumulated impairment losses.

The liquidation value of an intangible asset is zero.

The useful life of intangible assets is determined in
accordance with the title document. The useful life of an
intangible asset arising from contractual or other legal rights
shall not exceed the period of validity of the contractual or
legal rights, but may be shorter than their period of validity
depending on the period during which the Fund expects to
use the asset.

Amortization of intangible assets is accrued over the useful
life using the straight-line method.

Depreciation begins on the first day of the month following
the month in which such an asset became available for use
and ceases on the first day of the month following the month
in which the asset is derecognised.

Intangible assets that have an indefinite useful life are not
subject to amortization; classified as held for sale (for the
period of such classification).

At the end of each financial year, the following is performed:
analysis of intangible assets for signs of impairment; revision
of useful life, depreciation method; checking for future
economic benefits from the use of the intangible asset.

If there is any indication that an intangible asset may be
impaired, the Fund estimates the amount of the expected
return on the asset. The amount of the expected return on
an asset is its carrying amount if there is no reason to believe
that the benefits of using the intangible asset outweigh its
cost.

If it is not possible to determine the cost of sales, the amount
of the expected return on the asset may be the benefit

from its use (the value of the asset in use), defined as the
discounted cash flow expected to be received from the use
and future disposal of the asset.

If the amount of the expected return on an intangible asset
is less than its carrying amount, the carrying amount of the
intangible asset is reduced to its recoverable amount. Such
a reduction is a loss from the reduction in utility. Impairment
loss is included in other expenses as part of other expenses.

Intangible assets with indefinite useful lives and those under
development are tested for impairment regardless of any
signs of impairment.



i) Financial instruments

The Fund's financial instruments are represented by financial
assets and financial liabilities.

Financial assets include:

« cash (cash on the current account with the National Bank
of Ukraine and cash at the Fund's cash account;

« financial investments in government securities (domestic
government bonds);

. arrears of insolvent banks and banks under the
liquidation procedure carried out by the Fund, on
special-purpose loans and interest on special-purpose
loans granted to insolvent banks;

« other receivables.
Financial liabilities include:

« borrowed funds (NBU loans, liabilities on promissory
notes issued by the Fund).

Classification of financial assets

Financial assets are classified into the following categories:
« Financial assets at amortised cost;
« Financial assets at fair value through OCI;
- Financial assets at fair value through profit or loss.

A financial asset is classified as at amortized cost if both of
the following conditions are true:

. the financial asset is held within the business model, the
purpose of which is to retain financial assets to obtain
contractual cash flows;

« the contractual terms of a financial asset provide for cash
flow receipts on certain dates, which are exclusively the
payment of the principal amount and interest on the
outstanding share of the principal amount.

A financial asset is classified as at fair value through OCI if the
following two conditions are met:

« the financial asset is held within the business model, the
purpose of which is both the retention of financial assets
to obtain contractual cash flows and the sale of financial
assets;

« the contractual terms of a financial asset provide for cash
flow receipts on certain dates, which are exclusively the
payment of the principal amount and interest on the
outstanding share of the principal amount.

Afinancial asset is classified as at fair value through profit or
loss if:

- afinancial asset is not classified as at amortized cost or
at fair value through OCI;

. the financial asset is held within the business model,
the purpose of which is to obtain cash flows from active
sales of financial assets.

Notes
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The classification of the Fund's financial assets by these
categories is based on: business models for financial asset
management; characteristics of cash flows on the financial
asset, provided by the terms of the contract.

Determining the business model for financial asset
management and testing the characteristics of cash

flows under the terms of the agreements is carried out in
accordance with the methodology approved by the decision
of the Fund's Executive Directorate #3357 dated December
13, 2018.

The reclassification of recognized financial assets is carried
out, as an exception, only in the event of a change in the
financial asset management business model. A change in the
business model is determined by the Fund's management
as a result of external or internal changes and must be
significant to the Fund's activities and obvious to external
parties. The reclassification of financial assets is applied
prospectively from the date of reclassification.

Recognition and evaluation of financial instruments

A financial asset or financial liability is recognized in the
statement of financial position only when the Fund becomes
a party to the contractual provisions of the financial
instrument.

Ordinary acquisition or sale of a financial asset is accounted
for using the settlement date.

On initial recognition, financial assets and financial liabilities
are measured at fair value plus or minus (in the case of a
financial asset or financial liability that is not measured at

fair value through profit or loss) transaction costs that are
directly attributable to acquisition or issue of a financial asset
or financial liability.

The best indication of the fair value of a financial instrument
at initial recognition is the transaction price, ie the fair value
of the funds paid or received. If the Fund determines that the
fair value of a financial instrument at initial recognition differs
from the transaction price and the fair value is not confirmed
by the quoted price of an identical asset or liability in an
active market or by a valuation method that uses only open
market data, such financial instrument is measured at fair
value adjusted for the difference between the fair value at
initial recognition and the transaction price. Thereafter, the
difference is recognized in profit or loss on an appropriate
basis over the life of the instrument, but not later than when
the valuation is fully confirmed by open market data or when
the transaction is closed.

Further evaluation of financial assets depending on their
classification is carried out:

« at amortized cost;
« at fair value through OCI;
« at fair value through profit or loss.
Financial liabilities are classified as those that are

subsequently measured at amortized cost. Financial liabilities
cannot be reclassified after initial recognition.



Impairment of financial assets

At the end of each reporting period, financial assets (other
than financial assets at fair value through profit or loss) are
reviewed for impairment.

A decrease in the usefulness of financial assets is the
recognition of a provision for losses on expected credit
losses on financial instruments in the amount equal to:

. expected credit losses over the life of the financial
instrument - if the credit risk has increased significantly
since initial recognition;

- 12-month expected credit losses - if as of the reporting
date the credit risk has not increased significantly since
the initial recognition or the conditions that led to a
significant increase in credit risk are no longer met.

The provision for losses on expected credit losses on
financial investments in government securities is recognized
in accordance with the method of reducing the usefulness of
financial investments in government securities, approved by
the decision of the Fund's Executive Directorate #3357 dated
December 13, 2018.

Provision for losses on expected credit losses on arrears

of insolvent banks and banks liquidated by the Fund, on
special-purpose loans and interest on special-purpose loans
granted to insolvent banks, is recognized in accordance with
Annex 1 "Algorithm for calculating the expected amount of
creditor satisfaction of the Deposit Guarantee Fund for banks
whose liquidation procedure is carried out by the Fund"

to the Methodology for assessing the financial stability of
the Deposit Guarantee Fund, approved by the decision of
the Executive Directorate #13 dated February 28, 2013 (as
amended by the decision of the Executive Directorate #3358
dated December 13, 2018) and calculated based on the
amount of the approved liquidation estate of insolvent banks
and the conversion of the liquidation estate into cash flow.

The provision for expected loan losses on other receivables
is calculated using a simplified practical approach for the
entire life of the financial instrument using the matrix of

the estimated reserve. The assessment of expected credit
losses depends on the number of days in arrears of other
receivables.

The amount of the provision is reviewed at each balance
sheet date and adjusted (decreased or increased) if
necessary. An impairment loss (profit from utility renewal) is
recognized in profit or loss.

Derecognition

The Fund announces derecognition of the financial asset
when the rights to receive funds from this financial asset
expire or when the Fund transfers this financial asset within
a transaction under which the Fund transfers virtually all
the risks and benefits associated with the ownership of the
financial asset or does not transfer or retain virtually all risks
and benefits associated with the ownership of the financial
asset but ceases to exercise control over the financial
asset. The Fund derecognizes the financial liability when its

liabilities under the contract are repaid, cancelled or expired.
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j) Fund's liabilities in deposit payouts to depositors of
insolvent banks and banks under the fund's liquidation
procedure

The Fund's obligation to pay compensation to depositors of
insolvent banks and banks liquidated by the Fund is a legal
obligation arising under Article 26 of the Law of Ukraine On
Households Deposit Guarantee System.

The liability is recognized in the amount of reimbursement
approved by the Executive Directorate of the Fund in the
Register of reimbursement payments to depositors, on the
date of such approval and is reflected in the total amount in
terms of an insolvent bank.

The Fund's obligation to pay compensation to depositors
with deposits specified in Article 38 of the Law of Ukraine On
Households Deposit Guarantee System is recognized as part
of the provision.

The Fund's obligation to pay compensation to depositors
of insolvent banks and banks under the Fund's liquidation
procedure, which will remain unclaimed by depositors on
the date of reimbursement payment is recognized in other
operating income.

The date of reimbursement payment is the day of submitting
documents for record about the bank's liquidation in
the Unified State Register of Legal Entities, Individual
Entrepreneurs and Public Associations of the record.

k) Provision, contingent liabilities and contingent assets
Provision

Provision is recognized in the statement of financial position,
when the Fund has a current statutory or constructive
liability due to the event that occurred in the past, and when
it is probable that repayment of the obligation will result in
the outflow of resources that represent economic benefits.
If the consequences are significant, the amount of provision
is determined by discounting the expected future cash flows
using a discount rate, net of tax that reflects the current
market measurement of the funds cost over time and the
risks inherent in a specific liability.

Provisions of the Fund are classified by the following
categories:

« Provision for a bank resolution and deposit payouts;

« provision for the Fund's potential expenses for deposit
payouts to depositors of insolvent banks and banks
liguidated by the Fund, whose deposits have the
features specified in Article 38 of the Law of Ukraine On
Households Deposit Guarantee System;

« Provision for legal claims.

Provision for the potential expenses of the Fund for insolvent
bank resolution and deposit payouts



Provision for the potential expenses of the Fund for insolvent
bank resolution and deposit payouts is determined in
accordance with the Methodology for financial stability
assessment of the Deposit Guarantee Fund approved by

the decision of the Executive Directorate of the Fund #13
dated February 28, 2013 (as amended by the Decision of the
Executive Directorate of the Fund #3358 dated December
13, 2018) and is a projected covered reimbursement amount
during twelve months measured at the expected loss ratio
level of the Fund.

Projected covered reimbursement amount during twelve
months is calculated for banks which are not declared
insolvent at the reporting date and is the sum of products
of covered reimbursement amount according to the deposit
of each bank and the probability that bank will be declared
insolvent during twelve months.

When the bank is declared insolvent, the provision for the
Fund's potential expenses for the insolvent bank resolution
and deposit payouts is disestablished on the next reporting
date. The covered reimbursement amount payable to
depositors of the insolvent bank is recognized in the
liabilities.

Provision for the Fund's potential expenses for deposit
payouts to depositors of insolvent banks and banks
liquidated by the Fund, whose deposits have the features
specified in Article 38 of the Law of Ukraine On Households
Deposit Guarantee System

Provision for the Fund's potential expenses for deposit
payouts to depositors of insolvent banks and banks
liquidated by the Fund, whose deposits have the features
specified in Article 38 of the Law of Ukraine On Households
Deposit Guarantee System is determined for each insolvent
bank in accordance with the list provided by the authorized
bank officer in accordance with paragraph 5, Part 2 of Article
27 of the Law, and is the sum of expenditures necessary for
repaying the outstanding liability.

The provision is recognized as of the date of the Deposit
Payout Register approval and reviewed at the end of each
reporting period.

The unexpended balance of the provision is disestablished
as of the date of final covered deposit payout.

The date of completion of the covered deposit payout is

the date of submitting documents for making an entry of

the bank liquidation in the Unified State Register of Legal
Entities, Individual Entrepreneurs and Public Organizations of
Ukraine.

Provision for legal claims

Provision for legal claims is the sum of expenditures
necessary to repay the outstanding liability to pay fines,
administrative penalties, cash indemnity of losses that

may arise as a result of the Fund's breaching or failing

to comply with the laws, other regulations, agreements,
approved practices, as well as the possibility of ambiguous
interpretation thereof.

Provision for legal claims is calculated because of the
following factors: legal authority considering the case;
availability of the lower court decision and its content;
judicial practice in similar legal relations; reasonable legal
stance of the Fund. The amount of potential expenses of
the Fund for litigations with high legal risk is recognized at
the reporting date in the financial statements in the part of
Provisions. The amount of potential expenses of the Fund
for litigations with average legal risk is recognized at the
reporting date in the Notes to the financial statements.
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Contingent liabilities

Contingent liability is a potential obligation that results from
the past events, and existence of which is confirmed only
after one or more uncertain future events not fully controlled
by the Fund will or will not occur, or an existing obligation
that results from the past events but is not recognized,
because there is no probability that the repayment of an
obligation requires the disposal of resources that embody
economic benefits, or the amount of obligation cannot be
reliably measured.

Contingent assets

Contingent asset is a potential asset that results from the
past events and existence of which will be confirmed only
after one or more uncertain future events not fully controlled
by the Fund occurs or does not occur.

Contingent assets and contingent liabilities are not
recognized in the financial statements.

1) Accounts receivable from insolvent banks on the fund's
creditor's claims

According to Article 29 of the Law, the Fund acquires the
rights of a bank creditor as follows:

« for the total amount to be reimbursed to depositors of
such a bank (including paragraphs 3-5, Part 2 of Article
27 of the Law) on the day of commencement of the
resolution procedure by the Fund;

« for the amount of the special purpose loan provided to
the bank during the provisional administration;

« for the amount of financial support provided by the Fund
to the receiving bank or bridge bank;

« for the amount of expenses related to the insolvent
bank resolution procedure, which are paid by the
Fund within the limits of the cost estimate approved
by the Administrative Board of the Fund, including the
consolidated sale of assets of the bank being liquidated:;

« for the amount of the regular fee accrued but not paid
to the Fund, as well as for the amount of arrears of fee
payments, penalties and/or fines to the Fund accrued
before the day preceding the date of commencement of
the liquidation procedure.

The arrears of insolvent banks and banks liquidated by the
Fund on the creditor claims of the Fund are the expected
amount of discharging the creditor claims of the Fund, which
is recognized in the financial statements as follows:

« the reimbursement of the Fund's expenses for fulfilling
the obligation of the Fund to make payouts to depositors
of insolvent banks and cover the expenses for the
insolvent bank resolution procedure are recognized as a
separate asset;

« outstanding special purpose loans and interest thereon
issued to insolvent banks are recognized net of provision
for losses from non-repayment of special purpose loans.

The reimbursement amount reduces the expenses
associated with fulfilling the obligation of the Fund to
disburse payouts to depositors of insolvent banks and cover
the expenses associated with the insolvent bank resolution
procedure.

Expected amount of creditor claims repayment is reviewed
at the reporting date.



Funds received from insolvent banks and banks liquidated
by the Fund to discharge the creditor claims of the Fund are
accredited in the following order:

« the first priority is repayment of the outstanding special
purpose loan issued to the bank during the provisional
administration;

« the second priority is repayment of the interest arrears
on the special purpose loan;

« the third priority is repayment of creditor claims on funds
to be reimbursed to depositors (including paragraphs
3-5, Part 2 of Article 27 of the Law);

« the fourth priority is repayment of creditor claims on
the expenses, related to the insolvent bank resolution
procedure, spent within the cost estimate approved
by the Administrative Board of the Fund, including the
consolidated sale of assets of the bank being liquidated;

« the fifth priority is repayment of the arrears on fees,
penalty and fines.

m) Income

Income is classified by the following groups:
« Banks' contributions;
« other operating income;
- financial income.

Banks’ contributions

Banks' contributions include the following: initial
contributions; regular contributions; special contributions;
additional contributions for the past periods.

The contributions are charged in accordance with the
Regulation on the Procedure for Calculation, Accrual, and
Payment of Fees to the Deposit Guarantee Fund approved
by the Decision of the Executive Directorate of the Fund #1
dated July 2, 2012 and registered with the Ministry of Justice
of Ukraine #1273/21585 on July 27, 2012.

Initial contributions

Initial contributions are determined at the date of the
banking license issue based on the Initial Fee Calculation
Report provided by the member institutions. The amount of
the initial fee is 1 % of the share capital of the bank, except
in cases stipulated by law. The initial fee is paid within thirty
calendar days from the date of issue of the banking license.

Regular contributions

Regular contributions are determined under the accrual
principle on a quarterly basis on the last day of the reporting
quarter based on the Regular Fee Calculation Report
provided by member institutions.

The amount of regular contributions depend on the deposit
base and the risk level of the bank. Member institutions
calculate the fees as of the end of the last working day of
the reporting quarter by weighing the base annual rate,
which is 0.5 % of the charging base of deposits in national
currency and 0.8 % of the charging base of deposits in
foreign currency, at the risk level. The charging base for the
regular fee calculation is defined as the arithmetic average
for the calculation period of daily balances on the accounts
of deposits and interest thereon. The calculation period for
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determining the charging base is the reporting quarter of
the current year. The regular fee is paid to the Fund on a
quarterly basis by the 15th day of the month following the
reporting quarter.

The regular contributions for the past periods additionally
charged on the results of the inspection of the member
institution is recognized within the period of its detection.
However, if at the reporting date or date of approval of
statements the Fund reliably knew about the actual facts
related to violations of regular fee calculation by the bank,
such adjustments shall be recorded on the books in the
reporting period.

Regular contributions of the member institutions, regarding
which the National Bank of Ukraine made a decision on
revoking banking license and liquidation, are recognized on
the day preceding the introduction of the bank liquidation
procedure. Accordingly, no regular fees are charged since
the date of introduction of the liquidation procedure.

Arrears of liquidated banks on fees to the Fund are a non-
financial monetary asset. This asset is reviewed at the end of
the reporting period for impairment. If there is an objective
evidence of impairment or impossibility to obtain an asset,
the impairment loss is recognized with the formation of the
provision for losses.

The provision for impairment losses is created based on the
individual assessment of certain debtors.

The amount of loss is determined as the difference
between the book value of the asset and the present value
of pre-estimated future cash flows. The amount of loss is
recognized in the profit or loss. The amount of provision

is reviewed on each balance sheet date and adjusted
(decreased/increased), if necessary.

Special contributions

Special contributions are assigned by the Fund in the
following cases:

« reduction of the minimum amount of the Fund's funds
below 2.5 % of the depositors' funds guaranteed by
the Fund within the reimbursement amount, taking into
account the amount of fees from member institutions to
be received during the current quarter, or the risk of a
substantial decrease in the funds of the Fund;

« for the purpose of repaying borrowed loans.
Special contributions are recognized for the periods
specified in the decision of the Executive Directorate of the
Fund on application of special fee to the banks.
Other operating income
Other operating income includes the following:

« penalty (fines, penalties) for violation of the Law;

« income in the form of interest on special purpose loans
issued to insolvent banks:

« income from implementation of measures specified
in the resolution plan, in particular, from the sale of an
insolvent bank, bank liquidation;

« income from reimbursement payout liabilties’ write-off
due to the termination of liquidation procedure;

« otherincome.



Other income is recognized, if a separate transaction
definitely increases the economic benefits.

Financial income
Financial income includes the following:
« income from interest accrued by the National Bank of
Ukraine on balances on the Fund's accounts opened with

the NBU;

« income from the Fund's investments in government
securities of Ukraine;

« discount on compensating the Fund's expenses for
deposit payouts and bank resolutions, which is expected
to be received from insolvent banks and banks under
liquidation procedure by the Fund;

« income in the form of interest on loans granted to the
Fund's employees.

Interest income is recognized during the reporting periods
when it occurred by the effective interest rate method.

n) Expenses
Expenses are classified by the following groups:

« provision for the Fund's potential expenses for insolvent
bank resolution and deposit payouts;

. expenses for fulfilling the obligation of deposit payouts
and bank resolution;

« provision for impairment losses on financial assets;
« other operating expenses;
. financial expenses;
- administrative expenses;
. other expenses.
Other operating expenses include the following:
- expenses for litigation;

- expenses for the provision of the potential legal fees of
the Fund:

- expenses for the provision of the Fund's potential
expenses for payouts to depositors of insolvent banks
and banks liquidated by the Fund, whose deposits have
the features specified in Article 38 of the Law;

« expenses due to the writing off bad debts of insolvent
banks, which remained outstanding on the date of
completion of the liquidation procedure of the bank
and its exclusion from the Unified State Register of
Legal Entities, Individual Entrepreneurs and Public
Organizations;

« other operating expenses.
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Financial expenses include the following:

« expenses for interest payment on using the loans of the
National Bank of Ukraine and the State;

. expenses related to the issue, retention and circulation
of the Fund's securities;

« interest expenses on lease obligations;
« other financial expenses.

Other financial expenses include discount on reimbursement
of the Fund's expenses for deposit payouts and bank
resolution to be received from insolvent banks and banks
liquidated by the Fund.

Administrative expenses include general expenses related
to the Fund's functional performance: labor costs of the
Fund's employees; provision for future expenses for the
accrued payment of absence periods (annual leave) of the
Fund's employees; training and education costs; business
trip expenses; entertainment expenses; expenses for
maintenance of fixed assets and intangible assets (operating
lease, property insurance, depreciation, repairs, etc.);
amortization of fixed assets, intangible assets and other
non-current tangible assets; remuneration for professional
services (legal, auditing, advertising and information
services, property valuation, etc.); costs of communication
services (postal, telephone, mobile, etc.); taxes, fees and
other mandatory payments; commission for settlement
and cash service; the cost of commissioned inventory;
membership fees to international associations of deposit
insurers; costs for the creation of security costs for which
at the time of preparation of financial statements have not
received primary documents from counterparties; other
administrative expenses.

Other expenses include the following:
+ losses from non-current assets disposal
« losses from non-current asset impairment

« impairment losses on financial assets evaluated at
amortized cost

« impairment losses on financial assets evaluated at fair
value by revaluation of other comprehensive income

« depreciated book value of financial assets evaluated at
fair value by revaluation of profit and loss.

Expenses are recorded on the books and statements
based on the income-and-expense matching principle. The
expenses not matching to the income of a particular period
are recognized in the reporting period in which they were
incurred.

Interest expenses are recognized during the reporting
periods when they occurred by the effective interest rate
method.
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I Significant accounting judgements, estimates and assumptions

Preparation of financial statements requires the management
to formulate judgements, estimates and assumptions that
affect the amounts of assets and liabilities, income and
expenses recognized in the financial statements.

Judgement

In the process of applying the accounting policy, the Fund's
management used the following judgments, which had a
significant impact on the amounts recognized in the financial
statements:

Identification of a business model of financial asset
management

The Fund identifies a financial asset as held within a business
model that retains financial assets to obtain contractual cash
flows if the Fund:

« plans to hold the financial asset until maturity;

« considers the possibility of selling the asset in the event
of a significant increase in credit risk on the financial
asset;

« does not plan to sell the asset under normal
circumstances, but the sale is possible if the minimum
amount of the Fund's assets reaches the minimum limit
or if there is a risk of a significant reduction in the Fund's
assets;

« does not monitor market prices for this asset and does
not plan to sell it in a favorable market situation;

« does not plan to sell the financial asset in case of need
for liquid funds;

- does not plan to carry out active transactions for the
purchase and sale of financial assets with a frequency of
at least five times a week.

The Fund identifies a financial asset as held under a business
model whose purpose is both to hold assets for cash flows
under the contract and to sell financial assets if the Fund:

« plans to hold the financial asset until maturity;

« plans to sell the financial asset in case of need for liquid
funds;
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« considers the possibility of selling the asset in the event
of a significant increase in credit risk on the financial
asset;

« does not plan to sell the asset under normal
circumstances, but the sale is possible if the minimum
amount of the Fund's assets reaches the minimum limit
or if there is a risk of a significant reduction in the Fund's
assets;

« does not monitor market prices for this asset and does
not plan to sell it in a favorable market situation;

« does not plan to carry out active transactions for the
purchase and sale of financial assets with a frequency of
at least five times a week.

The Fund identifies a financial asset as held under other
business models if the Fund:

« monitors market prices for this asset and plans to sell it
in a favorable market situation;

« plans to carry out active transactions for the purchase
and sale of financial assets with a frequency of at least
five times a week.

Estimates and assumptions

Estimates and assumptions of the Fund's management are
based on the initial data available at the time of preparing
these financial statements. However, current circumstances
and assumptions about the future may change due to market
changes or circumstances beyond the Fund's control. Such
changes are reflected in assumptions as they occur.

Information about the estimates and assumptions used
by the Fund that had the greatest impact on the amounts
recognized in the financial statements is disclosed in the
following notes:

« Note 8: Financial investments;
« Note 11: Arrears of insolvent banks and banks under the
Fund's liquidation procedure, according to the Fund's

accounts payable;

« Note 14: Provisioning for the potential costs of the Fund
for bank resolutions and covered deposit payouts.



I Standards issued but not yet effective

The following standards have been issued but are not yet
effective as at December 31, 2020:

- Amendments to IAS 16 Property, Plant and Equipment
- Property, Plant and Equipment: Intended Use. The
amendments prohibit deducting from the original cost of
an item of property, plant and equipment any proceeds
from selling items produced while bringing that asset to
the location and condition necessary for it to be capable
of operating in the manner intended by management.
Instead, an entity recognises the proceeds from selling
such items, and the cost of producing those items, in
profit or loss; !

« Amendments to IAS 37 Provisions, Contingent Liabilities
and Contingent Assets - Burdensome contracts - costs
of performing the contract, which explain what costs
should be taken into account when assessing whether
the contract is burdensome or unprofitable;

. Amendments to IFRS 1 First-time Adoption of
International Financial Reporting Standards is a first-time
subsidiary of International Financial Reporting Standards;?

« Amendment to IFRS 9 Financial Instruments - the
commission fee for the "10% test" in the event of
derecognition of financial liabilities; 2

« IFRS 17 Insurance Contracts - a new financial reporting
standard for insurance contracts, which addresses
the recognition and measurement, presentation and
disclosure of information: 3
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« Amendments to IAS 1 Presentation of Financial Statement
- "Classification of Liabilities as Current or Non-Current”,
which clarifies the requirements for the classification of
liabilities into current and non-current; *

« Amendments to IFRS 3 Business Combinations -
"Reference to the Conceptual Framework of IFRS
Standards"; '

« Amendment to IAS 41 Agriculture - taxation in estimating
fair value.?

' - Effective for annual periods beginning on or after 1
January 2022.

2 — Effective for annual periods beginning on or after 1
January 2022. Early use is allowed.

3 — Effective for annual periods beginning on or after 1
January 2023. Early use is allowed.

“ - Effective for annual periods beginning on or after 1
January 2023.

Management plans to apply these standards from the date of
their entry into force.

According to the Fund's estimates the application of the
new standards and amendments will not materially affect the
financial position or performance of the Fund.

I Changes in accounting policy and principles of disclosure

Effect from the first adoption of new standards

In 2020, the Fund applied the following new standards and
amendments for the first time:

« Amendments to IFRS 3 Business Combinations -
Definitions of Business;

- Amendments to IAS 1 Presentation of Financial
Statements and IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors — Determination of
Materiality;

« Amendments to IFRS 7 Financial Instruments: Disclosures,
IFRS 9 Financial Instruments, IAS 39 Financial Instruments:
Recognition and Measurement - Basic Interest Rate
Reform:

- Amendments to references to the IFRS Conceptual
Framework:

Presented in financial
statements as at 31
December 2019

(UAH million)

Liabilities
Other provisions

Other accounts payable

« Amendments to IFRS 16 Leases - Lease Assignments
Related to Covid-19 Pandemic.

Application of the standards and amendments mentioned
above did not have an impact on the Fund's financial
statements.

Changes in disclosure principles in financial statements

In 2020, the Fund changed the principles of disclosure in
financial statements. Future expenses for the annual leave of
the Fund's employees are not included in other provisions,
but are presented as part of other accounts payable.
According to the Fund's management, such a presentation
more appropriately reflects the nature and economic
substance of these commitments.

As at December 31, 2019, the following reclassifications were
made to match the presentation in the statement of financial
position as at December 31, 2020.

Comparable data
amended and
presented as at 31
December 2019

Reclassifications

516 (19) 497
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| Cash and cash equivalents

Cash and cash equivalents are held on the current account of Interest on cash placed with the National Bank of Ukraine is
the Fund with the NBU. included in finance income (Note 20).
The National Bank of Ukraine accrues interest on the Fund's Property rights for future cash inflows in the amount of
daily cash balances on the current account at the weighted UAH 10.963 million are pledged as collateral for the Fund's
average interest rate on funds at the request of individuals obligations under the loan agreement with the National Bank
in the national currency. The average effective interest rate of Ukraine (Note 18).
as at December 31, 2020 is 7.42% (as at December 31, 2019 -
9.37%).

(UAH million) 31 Dec 2020 31 Dec 2019

Cash at banks 1,414 2,498

Total cash and cash equivalents 1,414 2,498

| Financial investments

Financial investments represented by the government

bond hich the Fund di busi del 31 Dec 31 Dec
onds, which the Fund, according to a business model, (UAH million) 2020 2019

classifies as financial investments at amortised cost and

financial investments at fair value through OCI. Financial investments at 3886 3447

amortised cost

Financial investments at amortised cost ) . .
Financial investments at fair

value through OCI 5,722 5,725

Financial investments at amortised cost, represented by
the government bonds purchased by the Fund in 2019, and Total 14,608 9,170
are held by the Fund within the business model, its aim is

retention of financial assets for the obtaining of contractual

cash flows. The contract cash flows under these financial

assets are payments of the principal amount and interests

to the unpaid part of the principal amount.

The book value of financial investments estimated at

amortized cost includes accrued interest for a total of UAH
104 million (31 December 2019: UAH 158 million).

Effective

(UAH million) interest rate Maturity date 31 Dec 2020 31 Dec 2019
UA4O00157671 16,30% 12/02/2020 - 210
UA4000165773 16,03% 08/04/2020 - 504
UA4000171094 16,92% 08/07/2020 - 698
UA4000196620 16,44% 15/01/2020 - 654
UA4000202469 14,953% 30/09/2020 - 1,054
UA4000203244 17,30% 29/01/2020 - 327
UA4LO00194377 9,78% 02/06/2021 834 -
UA4000204986 10,59% 29/09/2021 1,091 -
UA4000207989 10,10% 21/07/2021 1,321 -
UA4000209373 7,96% 24,/02/2021 1,028 -
UA4000211957 7,93% 28/04/2021 2,044 -
UA4000213300 10,84% 27/10/2021 263 -
UA4000214498 1M,64% 01/12/2021 2,305 -
Total 8,386 3,447
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Financial investments at fair value through OCI

T o o
(UAH million) rate 2020 2019

Financial investments at fair value through OCI represented
by the government bonds which the Fund received as a loan UAL000196513 10,27% 4,232 4,234
from the'Mmlstry of Flpance of Ukraine in 2016 in exchange UALO0019652] 10.27% 1,490 1,489
for promissory notes, issued by the Fund for the same
amount (Note 18). Total 5,722 5,723

The financial assets are held by the Fund within the business
model; its aim is retention of financial assets for obtaining of
contractual cash flows such as sale of financial assets. The
Fund plans to implement these financial investments in case
it is necessary to obtain liquid assets to meet its obligations
to pay compensation to depositors and incur the costs of
bank resolutions. The latest part of such bonds, sold by the
Fund worth UAH 2,500 million in 2017.

The book value of financial investments estimated at

fair value with recognition of the revaluation of other
comprehensive income includes accrued interest payable
totaling UAH 125 million (31 December 2019: UAH 122 million).
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’ DEPOSIT
GUARANTEE

‘ FUND

I Accounts receivable from banks' contributions

Accounts receivable from banks' contributions are
represented by receivables from the regular contributions
payable by the banks in accordance with Article 22 of the
Law.

The Fund recognizes the accounts receivable from regular
contributions on a quarterly basis based on the Regular Fee
Calculation Report provided by member institutions. The
arrears on regular fees shall be repaid by the bank by the
15th day of the month following the reporting quarter.
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The regular contributions of the banks, regarding which
the National Bank of Ukraine decides to revoke the banking
license and liquidate the bank, is recognized on the

day preceding the introduction of the bank liquidation
procedure. Accordingly, no regular contributions are
charged since the date of the liquidation procedure

introduction.

(UAH million) 31 Dec 2020
Accounts receivable from banks' contributions 1114
Accounts receivable from insolvent banks' contributions 221
Total accounts receivable from banks' fees, gross amount 1,335
Impairment:

Arrears on insolvent banks' contributions (227)
Total impairment (221)
Total accounts receivable from the banks' contributions, net amount 1114

Accounts receivable from insolvent banks' contributions as
at December 31, 2020, December 31, 2019 were revised for
impairment due to the existence of objective evidence that
it was impossible to obtain an asset. Funds received from
insolvent banks are credited to repayment of receivables
from the contributions last of all the other creditor claims of

| Other accounts receivable

(UAH million)

Advances paid out

Accounts receivable from the sale of insolvent banks
Other

Total other accounts receivable, gross amount
Impairment

Total other accounts receivable, net amount
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31 Dec 2019

1,006
254
1,260

(254)
(254)
1,006

the Fund to insolvent banks. The provision for impairment
losses is established at a rate of 100 % of receivables from

the insolvent banks' fees.

31 Dec 2020

23
2
4

29

)

25

31 Dec 2019

9
2
4
15
)
il
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I Accounts receivable from insolvent banks on the fund's creditor's claims

The Accounts receivable from insolvent banks on the Fund's
creditor's claims are the expected amount of discharging
the creditor claims of the Fund, which is recognized in the
financial statements as follows:

- the reimbursement of the Fund's expenses for fulfilling
the obligation of the Fund to make payouts to depositors
of insolvent banks and cover the expenses for the
insolvent bank resolution procedure are recognized as a
separate asset;

« outstanding special purpose loans and interest thereon
issued to insolvent banks are recognized net of provision
for losses from non-repayment of special purpose loans.

Key assumptions and judgements for assessing the arrears
of insolvent banks on the Fund's creditor claims

The assessment of Accounts receivable from insolvent banks
on the Fund's creditor's claims provides for the assessment
of the expected amount of discharging the creditor claims of
the Fund.

The management board assesses the expected amount
of discharging the creditor claims of the Fund based on
the approved liquidation estate of insolvent banks and
conversion of the liquidation estate into the cash flow.

The management board has made key assumptions and
judgements regarding the following:

« expected time of cash flows;
« conversion rate of the liquidation pool into the cash flow;

« discount rates to estimate the arrears of insolvent banks
on the creditor claims of the Fund according to the
expected time of cash flow.

Expected timeframe for cash flow

The Fund's management assumes that cash flows from banks
under liquidation will be received within 5 years after the
start of liquidation. After five years from the date of bank
liquidation, no cash inflows are expected.

Conversion rate

The conversion rate is used to project the future cash flows
the Fund expects to receive from the liquidation of banks.
The conversion rate for a given year is calculated as the ratio
of the proceeds to the banks from sale and management

of assets to the liquidation pool for all banks in total. To
calculate the conversion rate of the liquidation estate in the
cash flow over the years, the Fund used the actual historical
information regarding the proceeds available at the date

of assessment for all banks liquidated by the Fund. At the
reporting date, future cash flows are projected on a monthly
basis for each bank separately, taking into account the
remaining period until the projected liquidation completion
date, the liquidation estate and the conversion rate.

Conversion rates used to estimate the arrears of insolvent
banks on the creditor claims of the Fund according to the
expected time of cash flow are the following:
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(%) 31 Dec 2020 31 Dec 2019
1yearin 12,27 13,42
liquidation
2 year in 9,87 9,90
liquidation
3 yearin 9,80 10,34
liquidation
4 yearin 692 6,67
liquidation
> yearin 6,20 7,68
liquidation

Discount rate to calculate the expected amount of
reimbursement of the Fund's expenses for the liquidation
procedure

As a discount rate for the calculation of the expected
amount of reimbursement of the Fund's expenses for

the liquidation procedure, the Fund used the spot rate
calculated on the basis of the zero coupon yield curve for
the Ukrainian government bonds (OVDPs) denominated in
UAH for the period that corresponds to the period from the
reporting date to the expected time of cash flow. The zero
coupon yield curve was calculated using the methodology
of the National Bank of Ukraine developed on the basis of the
Nelson-Siegel parametric model.

The discount rates used to estimate the arrears of insolvent
banks on the creditor claims of the Fund according to the
expected time of cash flow are as follows:

(%) 31 Dec 2020 31 Dec 2019
T yearin 10,51 s
liquidation
R 1,08 11,42
liquidation
3yearin
liquidation 11,35 117
e 1,42 10,92
liquidation
$y§ar " 1,33 10,67
liquidation

Discount rate to calculate the provision for losses from
failure to return a special purpose loan granted to banks

As a discount rate for the calculation of the provision for
losses from the failure to return the special purpose loan
provided to banks, the Fund used the rate for specific
special purpose loan agreements, which ranged within 6.5 %
to 14.2 % per annum.

The arrears of insolvent banks on the Fund's creditor claims
is given in the financial statements:
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(UAH million) 31 Dec 2020 31 Dec 2019
Arrears of insolvent banks on the Fund's creditor claims:
Reimbursement of the Fund's expenses for deposit payouts and bank resolution 449 904
Arrears of insolvent banks on special purpose loans, net amount 964 2,715
Total arrears of insolvent banks on the Fund's creditor claims, net amount 1,413 3,619
Reimbursement of the Fund's expenses for deposit payouts The arrears of insolvent banks on special purpose loans are
and bank resolution reduces the expenses for the Fund's given in the statements in the net amount less the provision
deposit payout and bank resolution obligation (Note 22). for losses from failure to return special purpose loans.
(UAH million) 31 Dec 2020 31 Dec 2019
Arrears of insolvent banks on special purpose loans:
Arrears of insolvent banks on special purpose loans, gross amount 1,676 15197
Provision for losses from special purpose loan default (10,712) (12 482)
Total arrears of insolvent banks on special purpose loans, net amount 964 2,715
Flow of the provision for impairment losses of the arrears of
insolvent banks on special purpose loans for the reporting
period is given as follows:
(UAH million) 2020 2019
Provision for impairment losses from the arrears of insolvent banks on special
(O3 : ' 12,482 18,614
purpose loans at the beginning of the reporting period
Provision formed - -
Provision reversed (224) (3,068)
Write-off at the expense of provision (1,546) (3,064)
Provision for impairment losses from the arrears of insolvent banks on special
) ? 10,712 12,482
purpose loans at the end of the reporting period
Analyzing sensitivity of the arrears of insolvent banks on the remain unchanged, would have an impact on the arrears
Fund's creditor claims to the changes in key assumptions of insolvent banks on the Fund's creditor claims by the
amounts below.
Reasonably possible changes in one of the key assumptions
at the reporting date, provided that other assumptions
2020 2019
(UAH million) Increase Decrease Increase Decrease
Expected reimbursement amount of the Fund's expenses for the liquidation procedure
Discount rate (change by 1%) m 1 m 1
Conversion rate (change 10%) 24 (24) 109 (109)
Amount of provision for losses from failure to return a special purpose loan granted to banks
Discount rate (change by 1%) 0 0 0 0
Conversion rate (change 10%) (97) 97 (282) 282
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Property, plant and equipment

©
©
C
o o5 5 5 g 2 _
» = g€ S 23 e 2
(UAH million) ué 8 2 %1 % 2 g o o
= E O > c o 6
Q o O 5
O L
Cost as at December
31,2018 51 1 2 - 54
Accumulated depreciation
as at December 31, 2018 (13) M 2 (16)
Net book value as at
December 31, 2018 38 38
Additions 6 - - 10 16
Disposals - - - - -
Accumulated depreciation ) ) ) i )
on disposed fixed assets
Depreciation 8 - - (6) (14)
Cost as at
December 31, 2019 s/ ! 2 10 /0
Accumulated depreciation
as at December 31, 2019 @0 M ) (6) (30)
Net book value as at
December 31, 2019 36 & 40
Additions 309 15 - 1 - 325
Disposals - - - (10) 10)
Accumulated depreciation i i ) ©) ©)
on disposed fixed assets
Depreciation (%) (10) - - (3) a7)
Cost as at
December 31, 2020 309 2 ! 3 ) 385
Accumulated depreciation
as at December 31, 2020 @ (3D M 2 (38)
Net book value as at 305 41 ) 1 ) 347

December 31, 2020

The initial value of fully depreciated PPE, which are still being
used, is UAH 10 million (December 31, 2019: UAH 5 million).
Other PPE are presented in the form of the right of
enjoyment at initial value of UAH 10 million (Note 28).
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Intangible assets

(UAH million)

Cost as at December 31, 2018

Accumulated depreciation as at December 31, 2018

Net book value as at December 31, 2018

Additions

Disposals

Accumulated depreciation on disposed intangible assets
Depreciation

Cost as at December 31, 2019

Accumulated depreciation as at December 31, 2019

Net book value as at December 31, 2019

Additions

Disposals

Accumulated depreciation on disposed intangible assets
Depreciation

Cost as at December 31, 2020

Accumulated depreciation as at December 31, 2020

Net book value as at December 31, 2020

Notes

| Provision for bank resolutions and deposit payouts

In 2019, provision for the Fund's potential expenses for bank
resolutions and deposit payouts was estimated according
to the Financial Stability Assessment Methodology of the
Deposit Guarantee Fund approved by the Decision of

the Executive Directorate of the Fund #13 dated February
28, 2013 (as amended by the Decision of the Executive
Directorate of the Deposit Guarantee Fund #3358 dated
December 13, 2018).

Provision for the Fund's potential expenses for insolvent bank
resolution and deposit payouts is a projected guaranteed
amount of deposit payouts to bank depositors, measured for
the next 12 months, weighted by the ratio of the expected
losses of the Fund.

Projected guaranteed amount of deposit payouts during 12
months is the amount of products of the guaranteed amount
of deposit payouts of every bank and the probability of
declaring the bank insolvent during 12 months.

The guaranteed amount of deposit payouts is measured
according to the data of the retail deposits report -
Reporting Form No. 1®; the form is approved by the Decision
of the Executive Directorate of the Deposit Guarantee Fund
No. 5 of July 9, 2012, registered in the Ministry of Justice on
August 2, 2012 #1314/21626, that is provided by member
institutions at the reporting date.
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Software Total
42 42
(9 9)
33 33
29 29
©) )
©) M
2 9
70 70

a7) 17)
53 53
49 49

(13) (13)
no n9o

(30) (30)
89 89

Key assumptions and judgements used in estimation of
provision for the Fund's potential expenses for insolvent
bank resolution and deposit payouts

Formation of the provision for the Fund's potential expenses
for insolvent bank resolution and deposit payouts involves
an assessment of the two components by the Fund
management board:

« probability for the banks to be declared insolvent;
« expected loss ratio of the Fund.

Provision for the Fund's potential expenses for insolvent
bank resolution and deposit payouts has been influenced by
the assessment of these components, because they (a) are
highly exposed to changes from time to time, and (b) may
have a significant impact.



Probability of declaring a bank insolvent

The probability of declaring a bank insolvent is measured
according to the following algorithm:

« measurement of the bank's risk level with the use of the
bank scoring model

« according to the risk level, the bank is added to the
group of banks by intervals of scoring points (previously-
determined according to the scoring measurement of
banks and actual bank defaults);

« the bank is assigned the probability of declaring
as insolvent, taking into account the impact of the
macroeconomic environment, which is determined
for the group of banks at intervals of scoring points
according to the internal statistics of the Fund on the
actual level of bank defaults and taking into account
the average level of defaults over the economic cycle.
If there are objective factors for the possibility of
negative changes in the macroeconomic environment,
the Fund determines the provision for the Fund's
potential expenses for insolvent bank resolution and
deposit payouts in in the amount necessary to cover
the expected losses during the crisis years. For this
purpose, the probability of default for the crisis period is
determined by the scoring point for each group.

The bank's risk level is estimated according to the scoring
model by three blocks: financial and economic condition;
liquidity; external influence.

These blocks contain a set of indicators, the total value

of which determines the bank's risk level. Maximum total
number of points of a particular bank by blocks is 100 points,
which equals to 100 % bank risk level.

The financial and economic block has 10 indicators, each

of them is weighted to the certain rate: cover of risk

arrears by equity, ability to generate income, the portfolio
quality, adequacy of the accumulated provisions for loans,
calculation of the amount of received collateral in the form of
real estate, rational management of resources, loss level, net
interest and fee-based income to net assets, net spread, part
of non-performing assets. Maximum number of points for this
block is 50 points.

(UAH million)

Provision for the Fund's potential expenses at the beginning of the period
Increase/decrease in the provision for the Fund's potential expenses

Provision for the Fund's potential expenses at the end of the period

Notes
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The liquidity block has 7 indicators, the aggregate of
which allows to assess the bank risk level of liquidity loss
and, as a result, inability to fulfil obligations to creditors.
Maximum number of points gained for the liquidity is 30
points. These indicators include: interest rate on raised term
funds in national currency, total value of liabilities, growth
rate of liabilities, balance of cash flows, adequacy of funds,
imbalance rate by maturity of assets and liabilities, and
availability of documents of bank clients not executed in
time due to the bank's fault (presence of amounts on this
indicator increases the risk of liquidity disturbance to the
maximum level that is why the bank gains 30 points for this
block.

The external influence block has 12 indicators, each of

which has the appropriate number of points. The external
influence block is intended to take into account the negative
factors that may affect the probability of declaring the bank
insolvent. These indicators include: application of measures
of influence or detection of violations, restriction, suspension
or termination of transactions of certain types, availability

of information from the NBU on violation of prudential
regulations, provision a special regime of control over the
activity and/or appointment of a curator implemented by
the NBU, information on the ratings of the parent company
of the bank and others. Total number of points for the
external influence block is calculated by summing up the
points gained by the bank in this block, but shall not exceed
20 points.

Expected loss ratio

Expected loss ratio is calculated on the basis of accumulated
statistics on insolvent banks that were declared subject

to lliquidation after 1 January 2013 and the liquidation has
already been completed or continued for at least one

year as of the reporting date. It is calculated as the ratio

of the creditor's claims balance to the banks liquidated at
the reporting date, decreased by the expected amount of
creditor's claims maturity at the reporting date and the total
amount of the filed creditor claims of the Fund.

Provision for the Fund's potential expenses for insolvent
bank resolution and deposit payouts is given in the financial
statements:

2020 2019
5,682 6,474
1,677 (792)
7,359 5,682



Analyzing sensitivity of the provision amount
for the Fund's potential expenses for bank resolution
and deposit payouts to the changes in key assumptions

Reasonably possible changes in one of the key assumptions
at the reporting date, provided that other assumptions
remain unchanged, would have an impact on the provision
for the Fund's potential expenses for bank resolution and
deposit payouts by the amounts below.

(UAH million)
Provision for the Fund's potential expenses
Probability of insolvency (change by 1%)
Expected loss ratio (change by 1%)

Notes
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31 Dec
2020

31 Dec
2019

Increase Decrease Increase Decrease

74
74

(74)
(74)

57 (57)

57 (57)

I Account payables to insolvent banks' depositors

Obligation of the Fund to make payouts to the depositors
of insolvent banks and banks liquidated by the Fund is a
statutory liability that arises in accordance with Article 26 of
the Law.

The Fund guarantees deposit payouts to each depositor

of the bank. The funds are reimbursed in the amount of the
deposit, including interest, as of the commencement date
of the bank resolution procedure by the Fund, but within the
maximum deposit payout limit set on that date, regardless
of the number of deposits at the same bank. The maximum
deposit payout limit for 2018 and 2019 amounted to UAH
200.000.00.

The Fund begins to fulfil | its obligations to depositors no
later than 20 working days (30 working days for banks
whose depositors database contains information on more
than 500.000 accounts) from the commencement date of
the bank resolution procedure by the Fund and ends on the
date of submitting the documents for making an entry on
liquidation of the bank as a legal entity in the Unified State
Register of Legal Entities.

(UAH million)
Account payables as at 1January

Accruals of the liability to make deposit payouts

Increased liability due to the provision for the Fund's potential expenses on

repayment of void deposits

Decreased liability at the reimbursement amount paid to the depositors

The liability write-off due to the termination of the liquidation procedure

Account payables as at 31 December

As at December 31, 2020, the financial statements represent
the Fund's obligations to depositors of 50 banks (December
31, 2019: 50 banks).

In 2019, the Fund completed the deposit payouts in 30
insolvent banks, due to the completion of the liquidation
of these banks and entries on the bank liquidation made
in the Unified State Register of Legal Entities, Individual
Entrepreneurs and Public Organizations. Liabilities of the
Fund remaining unclaimed by depositors in the amount of
UAH 223 million have been charged off and recognized in
other operating income (Note 21).

The movement of the Fund's liabilities for making deposit
payouts to the insolvent banks's depositors and banks under
liquidation by the Fund is presented as follows:

2020 2019
3,225 3,710
327 267
57 442
(389) (883)
(223) (361)
2,997 3,225
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| Other provisions

Other provisions present provision for legal claims, potential
costs of the Fund to compensate depositors of insolvent
banks and banks whose liquidation procedure is carried out

Provision for legal

claims

(UAH million)

As at 31 Dec 2018

Accrued (formed)

Used in the reporting year
Reversed in the reporting year
As at 31 Dec 2019

Accrued (formed)

Used in the reporting year
Reversed in the reporting year

As at 31 Dec 2020

I Other accounts payable

Other accounts payable are lease liabilities (Note 28),
accounts payable for goods received, work performed and
services rendered, deferred income, employee benefit
obligations and other accounts payable, including prepaid
fees from the Fund's member banks, etc.

(UAH million)

Lease liabilities

52

(2)
51

‘= Annual report 2020

by the Fund, whose deposits have signs of voidness, defined
by Article 38 of the Law of Ukraine On households deposit

guarantee system.

Provision for expenses to
make payouts of deposits

with signs of voidness

1,502
(442)
(616)
Lhh
(57)
(40)
347

31 Dec 2020

Accounta payable for goods received, work performed and services rendered

Deferred income
Employee benefit obligations
Other accounts payable

Total other accounts payable
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24

24

57

Total
1,554
1
(442)
(616)
497
(57)
(42)
398
31 Dec 2019

3

4

19

1

27



| Financial liabilities

(UAH million)

Promissory notes issued:

Over 1year maturity

Interest due on promissory notes issued
Total promissory notes issued

Total borrowed funds

Promissory notes issued

In accordance with the resolution of the Cabinet of Ministers
of Ukraine On advance repayment of the Deposit Guarantee
Fund's promissory notes #559 dated July 18, 2018, during
2020 the Fund repaid promissory notes in the amount of
UAH 1.300 million issued by the Fund in 2015 in exchange
for a loan in the form of domestic government bonds.
Concurrently with the advance repayment of promissory
notes, the Fund repaid interest on promissory notes in the
amount of UAH 700 million.

As at December 31, 2019 in the financial statements of the
Fund promissory notes issued are presented:

by promissory notes in the amount of UAH 40,200 million,
issued by the Fund in 2015 in exchange for a loan in the form
of domestic government bonds received by the Fund from
the Ministry of Finance of Ukraine, in accordance with Article
17 of the Law of Ukraine On State Budget of Ukraine for 2015,
Resolution of the Cabinet of Ministers of Ukraine Ukraine
#156 dated April 4, 2015 On granting a loan to the Deposit
Guarantee Fund and Resolution of the Cabinet of Ministers
of Ukraine #701 dated September 8, 2015 On granting a loan
to the Deposit Guarantee Fund. The average nominal rate
for promissory notes issued is 11.57%, interest on promissory
notes being accrued monthly, but interest is paid on the
maturity date of the promissory note. The average effective
rate for promissory notes issued in 2015 is 7.66%, maturity
dates are 2026 and 2028. The domestic government bonds
received were sold in 2015 to fulfill the Fund's obligation

to pay compensation to depositors of insolvent banks and
banks whose liquidation procedure is carried out by the
Fund:;

by promissory notes in the amount of UAH 7.941 million
issued by the Fund in 2016 in exchange for a loan in the form
of domestic government bonds received by the Fund from
the Ministry of Finance of Ukraine, in accordance with Article
17 of the Law of Ukraine On State Budget of Ukraine for 2016
and Resolution of the Cabinet of Ministers of Ukraine #1003
dated December 28, 2016 On granting a loan to the Deposit
Guarantee Fund.

Notes
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Effective interest rate 31 Dec 2020 31 Dec 2019
8,4% 48 141 49,441
- 21,341 17,076
69,482 66,517
69,482 66,517

The average nominal rate for promissory notes issued is
9.99%, interest on promissory notes is accrued monthly,
but the full amount is paid on the maturity date of the
promissory note. The average effective rate for promissory
notes issued in 2016 is 6.33%, maturity dates are 2031. The
domestic government bonds received were partially sold in
2017 to fulfill the Fund's obligation to pay compensation to
depositors of insolvent banks and banks whose liquidation
procedure is carried out by the Fund.

Loans granted by the National Bank of Ukraine

In January 2019 in accordance with the Regulation On
lending from the National Bank of Ukraine to the Deposit
Guarantee Fund, approved by the NBU Board's decision,
#95 dated March 18, 2013 (hereinafter - the Resolution)

and to cover the temporary deficit of the Fund to pay the
deposit reimbursement amount, the Fund entered into a loan
agreement with the National Bank of Ukraine (hereinafter

- NBU) to open a revolving credit line in the amount of

UAH 2,000 million at a nominal interest rate of 18.0%, equal
to NBU discount rate on the date of the loan agreement.
According to the terms of the loan agreement, the loan
funds are provided by NBU in tranches at the request of the
Fund to obtain a loan. During 2019-2020, the Fund did not
apply to NBU for a loan.

To ensure the fulfillment of contractual obligations under

the loan agreement on opening a revolving credit line, the
Fund pledged property rights to NBU for future cash receipts
to the Fund's current account with NBU, estimated at UAH
10.963 million.
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| Banks' contributions

(UAH million) 2020 2019

Regular contributions 474 3,808
Initial contributions - -
Special contributions - -

Total contributions from member banks 4174 3,808

Share of regular contributions additionally charged for the past periods in 2020 amounts to 0,0% (2,4% in 2019), based on the
Fund's inspection results.

| Financial income

(UAH million) 2020 2019

Interest on government bonds 1,097 745

Discount on reimbursement of expenses for deposit payouts and

bank resolution 151 707

Interest on cash placed with the NBU 192 164

Total financial income 1,440 1,616
| Other operating income

(UAH million) 2020 2019

Penalties and fines arising from member banks' fees - 12

Interest on special purpose loans granted to insolvent banks - 81

Positive result frqm the recpgnition of compensation fgr the . .

expenses of making deposit payouts and bank resolution

Income from Write-oﬁ of Ijabi\ities to makg dAepoAsit payouts due 993 361

to the termination of the insolvent bank liquidation

Deconsolidation of provision for impairment losses on

outstanding special purpose loans 224 3,068

Deconsolidation of provision for legal risks 2 -

Deconsolidation of provision for void deposits 40 616

Other income 4 4

Total other operating income 493 4,223
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| Expenses for bank resolutions and deposit payouts
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Expenses related to the fulfilment of deposit payout and Positive result from recognition of the reimbursement which
bank resolution obligations are represented in the financial is expected to be received from insolvent banks and banks
statements on a net basis and reduced by the amount of liquidated by the Fund, is recognized in another operating
reimbursement, which is expected to be received from income (Note 27).

insolvent banks and banks liquidated by the Fund.

(UAH million)

Expenses for deposit payouts and bank resolution, gross amount

Decrease and (increase) of the Fund's reimbursement for deposit
payouts and bank resolution

Expenses for deposit payouts and bank resolution, net amount

Positive result from recognition of the reimbursement on
deposit payouts and bank resolution, net amount

| Financial expenses

(UAH million)

Interest paid on loans granted by the NBU
Interest paid on promissory notes
Other financial expenses

Total financial expenses

Other financial expenses include interest on lease obligation
for 2020 in the amount of UAH 0,1 million ((UAH 1 million in
2019) (Note 28) and the discount on reimbursement of the
Fund's expenses for deposit payouts and bank resolution to
be received from insolvent banks and banks liquidated by
the Fund.

| Other operating expenses

(UAH million)

Write-off of the insolvent banks' unrecoverable debt on special
purpose loans

Interest reversal on special purpose loans granted to insolvent
banks

Legal costs
Increase of provision for potential legal costs
Other expenses

Total other operating expenses
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2020

435
10

545

2020

4,966
9%
5,060

2020

76

7

94

2019

277

(358)

(81)

2019

4,936
181
5,125

2019

12

22
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Independent auditor's report
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Given the materiality of this article and the We have identified that key assumptions used by the
judgments’ degree of subjectivity, we have identified management in evaluating the Fund’s expenses for
evaluation of the Fund’'s provision for potential bank resolutions and deposit payouts, are confirmed
expenses for bank resolution and deposit payouts as by available evidence.

the key audit aspect.

Other Information

Management is responsible for the other information. The other information comprises the Management
Report.

Our opinion on the financial statements does not cover the other information and we do not express any form
of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Those Charges with Governance for the Financial Statements

Management is responsible for preparation and fair presentation of these financial statements in accordance
with the Law of Ukraine On Accounting and International Financial Reporting Standards and for such internal
control as management determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

Preparing the financial statements, management is responsible for assessment Fund’s ability to continue as
a going concern, disclosure, if applicable, issues regarding going concern and apply going concern as a
basis for accounting, except, if the management plans to liquidate the Fund or discontinue the activity or
have not any other real alternatives for it.

Administrative Board is responsible for overseeing the process of financial reporting of the Fund.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to release the auditor’s report in which we express
our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee than an audit
conducted 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
skepticism 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 internal control;

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management;

. 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 Fund’s ability to continue as a going concern. If we
conclude that a 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 Fund to cease to continue as a going
concern.
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. 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, among other matters, 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 the Requirements of Other Laws and Regulations
Law of Ukraine “On Audit of Financial Statements and Auditing Activities”

In accordance with the Law of Ukraine “On Auditing Financial Statements and Auditing Activities”, auditors
must provide additional information and assurances.

Basic information about the audit firm

Full name AC CROWE UKRAINE

Location 03040, Kyiv, 1A Zadorozhnyi Ln.

Information on inclusion in the Register of audit Registration number in the Register of Auditors
firms and auditors and Audit Entities 3681

An auditing entity that has the right to conduct a
statutory audit of financial statements

An auditing entity that has the right to conduct a
statutory audit of the financial statements of public
interest entities

Name of the body that appointed the auditing entity | Administrative Board of the Fund
to conduct the statutory audit

Date of appointment of the audit entity 21.04.2021

Duration of the audit task 1year

The audit report is consistent with the supplementary report for the Administrative Board.
We did not provide services prohibited by law.
The key audit partner and audit entity are independent of the Fund in conducting the audit.

We did not provide services other than statutory audit services and services disclosed in the management
report or financial statements.

ISAs require the auditor to plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. The term "sufficient certainty" allows for some risk of
significant monetary inconsistencies that may remain undetected; it is also assumed that the auditor cannot
provide an absolute guarantee of the accuracy and completeness of the financial statements. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. The terms of the ISAs require that the audit be planned in such a way as to ensure that errors
and inconsistencies that could materially affect the financial statements are sufficiently probable. However,
because the auditor will not audit all transactions performed by the entity during the year, the audit may not
provide complete assurance that errors and inconsistencies, including fraud, will be identified.
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The engagement partner on the audit resulting in this independent auditor’s report is Vitaliy Havrysh.

Partner Vitaliy Havrysh
Registered Auditor #100594

Kyiv, Ukraine
May 25, 2021
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