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MANAGEMENT REPORT OF THE JSC “CB GLOBUS”

PUBLIC JOINT STOCK COMPANY “COMMERCIAL BANK GLOBUS” was established in
2017.

The legal address: 19/5, Kurenivskyi Lane, 04073, Kyiv, Ukraine.

On 28 December 2018, its joint stock incorporation was changed from public to private.
Furthermore, the Bank’s name was changed to JOINT STOCK COMPANY “COMMERCIAL
BANK “GLOBUS”. As a result of this changes JSC “CB GLOBUS” obtained a banking licence
no. 240 on 21 Janaury 2019.

|. Business Profile

1.1. External environment in which the Bank operates

Macroeconomic environment

According to the statistical service, there is a positive GDP movement over the last years. The table
below details the growth of real GDP (in constant prices of 2010) compared to similar reporting
periods of the previous year.

Year

2017

2018

Q1 2019

Q2 2019

Q3 2019

Movement of real GDP, yoy, %

2.5%

3.3.%

2.5%

4.6%

4.1%

However, the growth of exports and imports by results of 2019 is slower than in previous years.

Indicator 2017 2018 2019
Exports, yoy 17.1% 9.7% 7%
Imports, yoy 19.2% 12.6% 7%

Agricultural production index was 101.% compared to 2018 (mainly due to the high yield of
agricultural crops — grains and legume crops). Retail turnover index is 110.5%. However, overall
industrial production declined by 0.8% compared to 2018.
Starting from 2018, there is a gradual decline of inflation:

Year 2014 2015 2016 2017 2018 2019
Consumer price index, | 12.1 48.7 13.9 14.4 10.9 7.9

yoy, %

In 2019 there was a strengthening of the Ukrainian hryvnia:

Year 2010 | 2011 | 2012 | 2013 | 2014 |2015 |2016 |2017 |2018 | 2019
USD/UAH 794 | 797 |799 |7.99 |11.89 |21.84 |2555 |26.60 |27.220 | 25.85

exchange rate

Furthermore, according to the Ministry of Finance, due to the inflow of international investors
(primarily due to sales of domestic government loan bonds), the share of public debt in the national
currency has increased from June 2019 — as at 31 October 2019, it accounted for 39.5% (1 January
2019: 33.4%).




Date 01/01/2017 01/01/2018 01/01/2019 01/01/2020

number of operating banks 96 82 77 75

movement -14 -5 -2

Starting from 1 January 2019, 20 banks account for 90% of net banking system assets. In addition,
there is a slight increase in the concentration:

Date 01/01/2017 01/01/2018 01/01/2019 01/01/2020

\é\a/lﬁilgsht of assets of TOP 20 89 4% 90.7% 91.0% 92.2%

Most banking system assets were comprised of assets of state-owned banks. At the same time, there
Is a tendency to reduce the market share of foreign banks and increase the share of private banks.
The number of points of sale of banks is gradually decreasing. This is due to both the reduction in
the number of banks and the development of remote service technologies.

Over the past 3 years, the deepest decline in the number of branches is observed among state-owned
and foreign banks. However, at the end of 2019 the rate of decline has slowed significantly.

In 2017-2019, there was a growth in the loan portfolio due to an increase in retail lending.

The weight of foreign currency loans in the loan portfolio is gradually decreasing, mainly, in the
retail portfolio amidst the ban of foreign currency retail lending. The strengthening of the Ukrainian
hryvnia also affected the decline of the foreign currency share in the loan portfolio.

During 2019, the loan portfolio of the real sector decreased by 13%.

Amounts due to individuals prevail in the bank liability structure with a pronounced trend towards
their gradual increase amidst the decreasing weight of amounts due to the National Bank of
Ukraine, interbank market and amounts due to international financial institutions.

The weight of foreign currency cash in bank liabilities is gradually decreasing.

In 2019, the National Bank of Ukraine reduced the key policy rate five times. As a result, the key
policy rate decreased from 18% to 13.5%.

Amidst the decreased key policy rate of the National Bank of Ukraine, there also was a stable
downward trend in interest rates on loans to entities. Deposit and lending rates varied significantly
during the year. However, since August, they tended to decrease as well. Interest rates on consumer
loans are slowly declining due to a high demand for this type of lending and high risk of unsecured
lending.

1.2 Executives and officers

Members of the Supervisory Board as at the beginning of 2020:
- Polkovskyi D.E. — Chairperson of the Supervisory Board, shareholder's representative

appointed on 17 March 2016;

- Kaurilenko S.B. — Member of the Supervisory Board, shareholder's representative appointed on
16 December 2016;

- Sylniahina O.A. — Member of the Supervisory Board, shareholder's representative appointed on
5 December 2019;

- Bortnyk V.M. — Independent Member of the Supervisory Board appointed on 20 April 2015;

- Voshchylko M.V. — Independent Member of the Supervisory Board appointed on 4 July 2017;

- Mustafaieva D.N. — Independent Member of the Supervisory Board appointed on 19 February
2019.




Members of the Management Board as at the beginning of 2020:
- Mamedov S.H. - Chairperson of the Management Board appointed on 15 December 2016;

- Dmitrileva O.M. — First Deputy Chairperson of the Management Board appointed on
5 December 2019, member of the Management Board since 16 December 2016;

- Yevchuk H.P. - Deputy Chairperson of the Management Board appointed on 23 March 2015;

- Lipatova A.M. — Chief Accountant appointed on 17 January 2018;

- Klevaichuk S.V. — Operations Director appointed on 3 October 2013;

- Sheffer M.Ya. — Head of Financial Monitoring appointed on 14 December 2009;

- Solodkyi V.V. — Head of Project Management appointed on 20 May 2019, member of the
Management Board since 1 July 2016;

- Yermolova O.H. — Director of Risk Management appointed on 20 May 20109.

The Bank has the following collegiate bodies:
- Asset/Liability Committee (ALCO);

- Loan Committee and small loan committees (corporate, small and medium-sized, retail and
digital businesses);

- Tariff Committee;

- Financial Monitoring Committee.

1.3 General meeting of shareholders
In 2019, the general meeting of shareholders (hereinafter — General Meeting) were held ten times to

adopt decisions within the competence of this body in accordance with the Articles of Association
of the Bank (hereinafter — Articles of Association) with regard to: reviewing and approving the
report of the Supervisory Board and the Management Board for 2018, determining the key lines of
business for 2019, reviewing and approving the independent auditor’s report on the Bank’s
performance in 2018, approving the profit allocation procedure based on results for 2018, changes
in the Supervisory Board, approving the new revision of the Regulation on the Supervisory Board,
the Regulation on the Management Board and other internal regulations of the Bank that govern the
operating procedures of the Bank's management bodies and matters related to its current operation.

1.4 Structural units
According to the classification of the National Bank of Ukraine, the Bank falls within the group of

banks with private capital. As at 1 January 2020, the Bank is ranked 29 by the amount of assets.
During 2019, the number of structural units of the Bank has not changed and there are 31 branches
operating as at 1 January 2020. Of this amount: 12 branches are located in Kyiv, 2 are in Kharkiv, 1
IS in Zaporizhzhia, 1 is in Dnipro, 1 is in Chernihiv, 1 is in Kamianets-Podilskyi, 1 is in Odesa, 1 is
in Sumy, 1isin Lviv, 1 is in Poltava, 1 is in Mykolaiv, 1 is in Ternopil, 1 is in Cherkasy, 1 is in
Chernivtsi, 1 is in Vinnytsia, 1 is in Ivano-Frankivsk, 1 is in Rivne, 1 is in Zhytomyr, 1 is in
Kherson.

1.5 Share purchase
The number of issued and paid shares is 300,000. In the reporting year, the Bank did not issue any

additional shares. The amount of share capital is UAH 300,000,000.
The sole shareholder of the Bank is LLC “UKRAINIAN MEDIA TECHNOLOGIES”.
The Bank’s beneficiaries are:
- Sylniahina O.A. (member of the Supervisory Board) — indirect shareholding — 100% via
LLC “KETLEN” (50.5%), which holds 99.993% in LLC “UKRAINIAN MEDIA
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TECHNOLOGIES” and via LLC “UKRAINIAN MEDIA TECHNOLOGIES” (0.007%);

- Polkovskyi D.E. (Chairperson of the Supervisory Board) — indirect shareholding — 49.50%
via LLC “KETLEN” (5%) and via TERMAN INTERNATIONAL LTD, British Virgin
Islands, (100%), which holds 44.5% in LLC “KETLEN".

1.6 Current business model
The Bank’s business model is universal. Its priority lines of business are SME lending, new-build

mortgages, car lending and retail lending.

As at 10 December 2019, the Bank’s credit rating on the national scale was uaAA, whilst its deposit
rating remained at ua2+ on the scale of Expert-Rating, a rating agency. As far as the Expert-Rating
scale, the rating is updated on the basis of key results of the bank's performance for 9 months 2019,
special and regular information of the Bank as a securities issuer, as well as separate forms of the
Bank's statistical reporting for January-October 2019.

The Bank is licensed by the National Securities and Stock Market Commission to conduct
professional activity on the stock market:

Series AV No. 263178 — trading in securities — dealer activity;

Series AV No. 263177 — trading in securities — broker activity;

Series AE No. 263375 — professional activity on the stock market — custody activity.

1.7 Key products and services
Banking products and services offered by the Bank are designed to fully meet the financial needs

and interests of both individuals and entities.

As far as individuals, the Bank offers a number of deposit, loan and card products, as well as loyalty
programmes for depositors that allowed customers to get interest premiums on their deposits. In
particular:

»  Deposit products — Deposit Facility ‘Velykyi’, Deposit Facility ‘Zruchnyi’, Deposit
Facility ‘Klasychnyi’ and Deposit Facility ‘Nakopychuvalnyi’ with loalty programmes
‘Bonus’ and ‘Bonus+’, as well as Savings (Deposit) Certificate. In December last year, the
bank introduced a loyalty programme ‘Automatic Prolongation’ for all deposit
programmes (including deposit special offers) that contemplates an automatic extension
option;

» Loan products — Cash Loan, Overdraft ‘Shchedryi Tato’, Credit Card ‘Zapasochka’,
Mortgage Lending (new-build houses), Mortgage Lending (finished housing), Programme
‘Avto v kredyt’, Retail Lending. In November of the reporting year, the bank introduced
Mortgage Lending (finished housing);

» Payment cards — Premium Card (Platinum MasterCard); Savings Card (‘Vidsotochka’),
Credit Card (‘Zapasochka’), Payroll Card (Debit Mastercard), Tariff Plan ‘Standartna
Kartka’, Youth Card (Debit Mastercard U-card and Platinum Mastercard U-card), Tariff
Plan ‘Biudzhetna Kartka’, Business Cards, Tariff Plans ‘Deposit Card’.

The following products are offered to entities:
»  Deposit products — Term Deposit, Deposit Facility, Deposit ‘Comfort’, Programme

‘General Deposit Contract’.

» Loan products — Overdraft ‘10*10° (deferential-interest overdraft); Overdraft ‘Velykyi’;
‘Working Capital Financing’; ‘Specialised Machinery on Credit’; ‘Equipment on Credit’;
‘Elevator Equipment’; ‘Vehicle for Business’; Business Development Loans; (Used)
Machinery on Credit; Provision of guarantees (bid bond, travel guarantee, performance
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guarantee, payment guarantee); Provision of guarantees to IATA accredited agents,
including in cooperating with ADDITIONAL LIABILITY COMPANY “INSURANCE
COMPANY GUARDIAN?; Bill avalisation.
In addition, the Bank offers payroll card programmes, export-import support services, safe deposit
box rentals and VIP BANKING.

1.8 Rewards received for the reporting period
In 2019, the Bank did not pay dividends to ordinary share holders. Losses incurred by the Bank in

2018 in the amount of UAH 19,708 thousand were covered as follows:

- some losses were covered by retained historical earnings of UAH 2,611,762.63;

- the remaining losses were directed to uncovered historical losses.
Total expenses on remuneration of key management personnel of JSC “CB GLOBUS” for 2019
increased by UAH 493 thousand and amounted to UAH 36,385 thousand compared to 2018
(UAH 35,892 thousand).
As at 31 December 2019, the remuneration to key management personnel was as follows:

Management body Current employee benefits -
expenses accrued liabilities
Management Board 27,669 2,209
Supervisory Board 8,260 2,115
Other key management 456 9
personnel
Total 36,385 4,333

I1I. Management's Objectives and Strategy

2.1 Priorities and roadmap
Capable of adapting to the customers’ needs in a timely manner, the Bank always seeks to maintain

its business stability by enhancing customer confidence, balancing the interests of partners,
customers and shareholders and sustaining a positive brand image.

The Bank's key objective is to earn profit, whilst maintaining a stable growth pattern, and to satisfy
the key needs of its customers. Based on financial results, the Bank evaluates the performance and
motivation of its management personnel. Employees are motivated by reference to key performance
indicators assigned to the Bank's branches, front office, back office and middle office, which has a
positive effect on the overall result.

To arrive at the intended level of profits, the Bank designs the individual plans tailored to each
business and financial responsibility centre and supervises the progress on a quarterly basis.
Significant changes in the external or internal environment constitute the basis for adjusting plans
for future periods.

Furthermore, management and employees must strictly comply with the code of conduct and risk
management policies, as well as with the limits and restrictions on the Bank's operations.

In the reporting period, additional criterion for evaluating the implementation of the strategic
objective was the growth of the retail lending portfolio.

Main competitive advantages are the Bank's focus on customer needs, prompt delivery of banking
services and their affordability.



2.2. Success and performance evaluation criteria

The key criteria to evaluate the Bank's performance are its results (amount of earnings, return on
assets, return on equity, ratings of the Bank) and risk exposure (non-performing assets ratio, credit
risk exposure, resource base stability, matching of asset/liability maturities, resilience to potential
shocks as evaluated by stress tests, etc.).

One of the main criteria to assess performance is the growth of interest and fee income both with
and without reference to the expenditure pattern; growth of financial result; increase in the customer
base; loan portfolio build-up and its adequate quality; increase in and sustainability of the resource
base, compliance with the limits and restrictions set.

2.3 Changes in targets and performance for the reporting period
In 2019, the Bank ranked first in the nomination ‘Mortgages’ according to FINANCIAL CLUB
AWARDS. As at 1 January 2020, the Bank’s portfolio of mortgage loans provided to individuals
amounted to UAH 406 million (993 loans) and the average loan amounted to UAH 408 thousand.
The portfolio quality is high since the Bank has no bad debt on loans secured by property rights.
With the newly introduced programmes, the Bank ensures support of its social function:

v’ assistance in resolving housing issues of displaced people;

v implementation of state programmes aimed at providing citizens with affordable housing;

v/ assistance in resolving housing issues of young families (35 years or younger).
The Bank is one of the five leaders in car lending. The Bank works with more than 400 car
dealerships (including with UkrAvto, AIS, Eurocar, Bohdan, NIKO dealership network; also,
import lending programmes RAVON and Hyundai Finance were implemented for the purchase of
new cars) and holds a 3% share of the car lending market. The Bank’s strengths include a prompt
decision-making, availability of car lending programmes for entities, lending of cars with mileage.
The Bank has implemented the best practice in the collateral-free retail lending market (decision-
making is based on the Credit Expert system), allowing it to take decisions in 15 seconds or less
from the moment the customer’s application enters the system. In May 2019, this system served as
the basis to implement cash loans.
Throughout 2019, the Bank was strengthening its position in the consumer lending market and by
results of the reporting year it generated a loan portfolio of more than UAH 140 million. The Bank
provided almost 20,000 loans totalling over UAH 200 million. Among its main partners are
Eldorado, ALLO, Mobizhuk, Speakup and others (the number of partner stores totals more than 2
thousand). The Bank is interested in developing the consumer lending since it is a high margin
product and because it is an effective channel for attracting new customers, which allows to cross-
sell other banking products.

2.4 Research and development
The Bank conducted no research and development.



II1. Resources, Risks and Relations

3.1 Key financial and non-financial resources
3.1.1 Equity structure

In 2019, the regulatory capital of the Bank was significantly increased mainly through the profits

earned (the profits for 2019 amounted to UAH 44.9 million).

Regulatory capital structure, UAH ‘000

Indicator 01/01/2019 01/01/2020 | Change, %

1. Total core capital (CC), including: 161,106 238,542 48.07%

- actually paid authorised share capital 300,000 300,000 0

- total provisions and reserve funds formed under the 1.350 1,350 0

law of Ukraine

- total reduction of core capital -140,244 -62,808 -55.22%
(Zégl:')otal supplementary capital before calculation 106,516 99,793 -6.31%

- subordinated debt included in capital (SC) 106,516 99,793 -6.31%
3. Redeployment 0 0 0
Total regulatory capital (RC) 267,622 338,335 26.42%

The regulatory capital is adequate for the Bank to operate efficiently and comply with the capital
adequacy ratios set by the National Bank of Ukraine.

Throughout 2019, the Bank did not violate the requirements on the size of regulatory capital and
capital adequacy ratio. (the figure was changed!)

N2 - RC adequacy ratio (required by the Regulatory capital - N1

National Bank of Ukraine to be >10%) 400 000

15,00%

328 056 338335

14,45% 14,41% 350 000

314397
14,50% 308 239
300000 97622
14,00%
250 000
13,50%
12,86% 200 000

12,47%

13,00%

150 000

12,50% 12,20%

12,00% 100 000

11,50% 50000

11,00% 0



3.1.2 Financial mechanisms
The Bank's financial mechanisms are in line with the applicable law of Ukraine. Ultimately, these

financial mechanisms are strategic and tactical plans for the Bank's development approved by the
Bank’s Supervisory Board and monitored on a quarterly basis.

Also, the Bank uses a product pricing mechanism, which, depending on the type of product, is
approved at the level of the Tariff Committee, Loan Committee and ALCO. The Bank establishes
the rates of expenditure and the Management Board monitors their compliance.

3.1.3 Liquidity

In 2019, the Bank implemented a conservative liquidity management strategy and intends to
continue doing so in 2020.

Total high-quality liquid assets

TOT AL

Correspondent account with the... =

Balance of correspondent accounts .

0 500 000 000 1 000 000 000 1 500 000 000 2 000 000 000 2 500 000 000
Domestic
Balance of Correspondent Iogacr)wvtf(r)zr;se;];d
correspondent Cash on hand = account with . TOTAL

certificates of

accounts the NBU .
deposit of the

NBU

M At the reporting date 28.12.2019 221 091 627 77 537 394 213890158 1538280184 2050799 362
H At the reporting date 29.12.2018 261 170 343 75741223 103560094 396601251 | 837072912

The total size of liquid cash of the Bank in 2019 has increased significantly and fully allowed the
Bank to fulfil the assumed pecuniary obligations in a timely manner.

The Bank's liquidity position is constantly analysed both on the side of assets and liabilities by
maturities, currencies and concentration of counterparties. The Bank has respective limits (upper
and lower thresholds) on the liquidity gaps by maturity periods: on demand, up to 31 days, 32 to
365 (366) days, 1 to 5 years, more than 5 years.

3.1.4 Cash flows
Cash flows are managed in accordance with the internal normative acts of the Bank and the NBU’s

requirements in force. In the short term, cash flows are managed by the Treasury on the basis of a
payment schedule, in which the planning of cash inflows and outflows is broken down by
currencies and forms of payment (cash/non-cash). In the mid term, cash flows management is based
on projected inflows and outflows of cash, structure of deposit and loan portfolios, customer
behaviour forecasts and measurement of the liquidity cushion needed to offset the peak payments.
The key element of cash flows management is the strategy aimed at reducing concentrations on
both asset- and liability-side transactions thus significantly mitigating the Bank’s risks in terms of
liquidity management.

3.1.5 Human resources, intellectual capital, technological resources
The Bank recognises personnel as its most valuable capital and makes efforts aimed at professional

training, refinement of forms and methods of employee motivation and corporate culture
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development.

By improving the system of personnel training, assessment and motivation, the Bank strives to
reduce the labour turnover and improve the Bank's performance.

As at 1 January 2020 the Bank has 539 in-house employees and as at 1 January 2019 it had 512 in-
house employees.

The Bank uses appropriate software in its operations thus automating a vast portion of the Bank's
business and improving performance of its employees.

Main types of software used by the Bank are as follows:

Software Functions

Functions comprise input, processing, storage and output of information about

ki tem B2 . o .
Core banking system the Bank's operating activities and accounting

Card back office system BCZ- | Issuer's module that covers the entire scope of banking operations using payment

CARD+ tools and produces the reports necessary

Interactive system iFOBS for | Remote servicing of customer's accounts; also includes the Client-Bank system
servicing front office customers for individuals and entities

Human resources and payroll

management system HRM :: | Time management and salary accounting system

eCSpert

agcg:cment circulation  system E-reporting and exchange of invoices, acts, contracts and other legal documents

SWIFT Alliance Software product that allows to access and send data via SWIFT network

Validation of static reporting data, consolidation of data, calculation of

Mebius-STAT - . . .
1 indicators, production of reports and their submission to the NBU

Software of the National Bank of Ukraine designed to exchange information

ARM-NBU-Inf . . .
n between the core banking system and informational tasks

Automated work environment ARM-NBU that incorporates both software and
ARM-NBU-SEP hardware means of protecting information to be used within the system of
electronic payments (SEP)

3.2 Risk management system

3.2.1 Risk management policies and strategy
The Bank has a risk management strategy aimed at preventing risks, mitigating damage from risks,

maximising additional earnings and generating revenue as a result of risk management procedures.
Entities below are subjects of the Bank’s management system: Supervisory Board and Audit
Committee of the Supervisory Board; Management Board; Management Board Committees (Loan
Committee, small loan committees, Asset/Liability Committee, Tariff Committee and other
collegiate bodies established by the Management Board of the Bank); compliance units (Internal
Audit Service; Risk Management Unit; Compliance Unit; business units of he Bank).
The Bank's organisational model within the risk management system entails separation and direct
subordination of its Risk Management Unit and Compliance Unit to the Supervisory Board, which
allows for a timely identification, measurement, monitoring, control and mitigation of risks, and
ensures appropriate reporting.
The Bank conducts a comprehensive assessment of the following significant risks that are inherent
to its business profile: credit risk, liquidity risk, interest rate risk in the banking book, market risk,
operational risk and compliance risk.

11




When assessing all these risks, the Bank also takes into account the concentration risk. The Bank
considers the concentration risk as a concentration of its assets and liabilities with regard to:

= asingle debtor/counterparty and a group of related counterparties;

= business lines and products;

= types of economic activity (industry concentration) and geographical regions;

= parties related to counterparties, whose financial results depend on one activity or core

product;

= class of debtors/counterparties determined on the basis of Regulation No. 351%;

= type of debtor's/counterparty’s performance guarantee;

= type of currency.

The Bank's risk management system has three lines of defence.

e | Secon e e |

«at the level of business units and « at the level of Internal Audit
operational units of the Bank that « at the level of Risk Management Service that audits and evaluates

assume risks, bear responsibility for Unit and Compliance Unit of the the performance of the risk
those risks and submit reports on Bank; management system.

the current risk management;

Risks are managed in stages as follows:
1) risk identification;
2) risk assessment;
3) making decisions responsive of that risk;
4) risk monitoring and control;
5) evaluating performance of risk management.
Managers of risk management units and compliance units have the right to attend the meetings of
all (without exception) collegial bodies of the Bank and to veto the decisions of these bodies, if
implementation of these decisions will lead to:
v aviolation of the risk appetite and/or risk limits set by the Supervisory Board;
v aviolation of the law, related professional association standards applying to the Bank;
v'aconflict of interest;
v’ other results within the competence of the Supervisory Board.
The responsibilities of risk management are clearly delineated and strictly regulated thus allowing
to avoid overlapping in functions and ensuring an adequate level of responsibility for the decisions
made.

3.2.2 Significant risks, risk development and mitigation Adverse effects and potential
opportunities
For the Bank, significant risks are the credit risk, liquidity risk, interest rate risk and market risk in

terms of currency risk and commodity risk.
The quality of the Bank’s loan portfolio is much higher than the Ukrainian average across banks
with private capital and the banking system in general, which proves that the Bank implements a
well-balanced credit policy and manages the credit risk efficiently.

Quality of credit risk management

Change,

Indicators 01/01/2019 01/01/2020 %

! Regulation on Determining the Size of the Credit Risk on Asset-side Banking Transactions
approved by the Resolution of the NBU Board No. 351 dated 30 June 2016 as amended
12



Indicators 01/01/2019 01/01/2020 Chf;‘/:)‘ge'
Loan portfolio, UAH 000 1,636,621 1,772,733 8%
Non-performing loans, UAH ‘000 171,148 201,977 18%
NPL ratio, % 10.50% 11.39% 8%
NPL ratio in total ks with private capital
% ratio in total across banks wi private capital, 23 00% 18.60% -19%

The Bank complies with the credit risk ratios set by the National Bank of Ukraine and does not have
a significant concentration of high credit risks — 69.57% of regulatory capital, whilst the ratios set
by the National Bank of Ukraine is 800%.

N7 - credit risk ratio per one
counterparty/group of related counterparties
shall not exceed 25% according to the NBU

N8 - high credit risk ratio shall not exceed
800% according to the NBU
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In 2019, the concentration of loans to the largest counterparties decreased significantly in
accordance with the Bank’s strategic priorities. Thus, the concentration of the largest 20
counterparties in the Bank's loan portfolio decreased by 24.16% and the concetration of the largest
40 borrowers decreased by 20.04%. In 2020, the Bank plans to reduce further the concentration of
the loan portfolio and prioritise the development of retail lending in accordance with its strategy.

The Bank issues almost no loans to parties related to the Bank, which account for 0.66% of the
regulatory capital as at 1 January 2020, whilst the ratio of the National Bank of Ukraine is 25%.

N9 - credit risk on related-party transactions
shall not exceed 25% according to the NBU
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In 2020, the Bank plans to continue implementing a well-balanced credit policy.
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Liquidity risk

The Bank has complied with the liquidity ratios in the reporting year. Average short-term liquidity
ratio (N6) for 2019 is 67.47%. Furthermore, the Bank complied with the liquidity coverage ratios
(LCR) set by the National Bank of Ukraine.

N6 - short-term liquidity ratio shall be at least
60% according to the NBU

80,00%

70,00% o e® 4,40
60,00%
50,00%
40,00%
30,00%
20,00%
10,00%
0,00%
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The structure of assets and liabilities is balanced in terms of their maturity periods. Liquidity gap
limits were fully observed during the year. The Risk Management Unit reported to ALCO on a
monthly basis with regard to liquidity gaps in maturities and compliance with internal limits on
liquidity gaps. The Bank's further strategy is to reduce liquidity gaps.

Interest rate risk
Interest rate risk is an integral element of the Bank's operations. Throughout the first half of 2019,

there has been an upward trend in interest rates both on bank lending and deposit services, whilst in
the second half the interest rates started to decrease.

In its operations, the Bank assesses and monitors the interest rate risk through GAP analysis of
maturities and monitors interest rates on financial instruments by maturities and currencies. When
assessing the interest rate risk, the Bank focuses on the short-term management of net interest
income, their stabilisation and improvement in quality.

In view of changes on the financial market and interest rates, the Bank makes adjustments to
respective interest rates on its bank products.

Currency risk
One of the indicators to reflect the Bank's currency risk is the aggregate amount of its open position

in all foreign currencies and precious bank metals.

In 2019, the National Bank of Ukraine set the same limits both for the long and short open foreign
currency positions at 5%. In the end of 2020, the limits on open foreign currency position were
increased to 10%.

Throughout 2019, JSC “CB GLOBUS” has complied with the limits set. Thus, the average long
open position in foreign currency was at 1.3% and the average short open position in foreign
currency was at 1.6%.

In order to manage the foreign currency position and minimise the currency risk, the Bank limits
foreign currency transactions and performs structural balancing with regard to sizes and maturities.
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3.3 Relations with shareholders and related parties
The Bank enters into transactions with shareholders and related parties on standard terms, whilst

avoiding the conflict of interest. The volume of these transactions is insignificant.

Balances on lending transactions with parties related to the Bank amount to UAH 1,784 thousand as
at 31 December 2019.

Balances on borrowings from related parties amount to UAH 41,739 thousand as at 31 December
2019.

Transactions with shareholders and related parties have no adverse effect on the Bank's operations.
The maximum credit risk ratio on transactions with related parties (N9) has been varying from
0.12% to 2.71% in 2019, which indicates that the credit risk on these transactions is insignificant
(the NBU ratio is 25%).

IV. Current performance and further development perspectives

4.1 Key trends and factors affecting the business
The Bank's strategy is contingent upon the sustainable growth of the Ukrainian economy, ongoing

cooperation with the International Monetary Fund and other international financial institutions, non-
escalation of political conflicts and takes into account the Programme for Comprehensive
Development of the Financial Sector developed by the National Bank of Ukraine.

Events below have become significant risk factors for the Bank's operations in 2019: presidential
elections, strengthening of the Ukrainian hryvnia, the policy of the National Bank of Ukraine to
increase the requirements to ratios and bank reserves. It is expected that significant foreign currency
payments, that Ukraine will make on public and publicly guaranteed debt, changes in the Ukrainian
government, decline of the industrial production and other factors will have a significant effect in
2020.

The Development Strategy and Business Plan of the Bank for 2020 were significantly affected by
the findings of the resilience assessment conducted by the National Bank of Ukraine in 2019, which
resulted in an approval of the Capitalisation/Restructuring Plan for 2020 by the National Bank of
Ukraine and the Bank.

4.2 Bank's performance against management'’s targets
In 2019, the Bank has met the targets set in the Business Plan of the Bank in terms of assets and

liabilities and completed 55% of the revenue plan.
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Performance against targets for 2019

A) Plan performance in terms of liabilities

ACTUAL TARGET performance to plan,
31/12/2019 31/12/2019 %
SHAREHOLDER FUNDS
Equity 325,496,493 362,135,542 90%
Subordinated debt 99,792,816 102,000,000 98%
TREASURY
Interbank loans 53,814,000 150,000,000 36%
CORPORATE BUSINESS
deposits from entities 452,021,918 390,000,000 116%
current accounts of entities 1,197,962,301 550,290,000 218%
SMALL AMD MEDIUM-SIZED
ENTERPRISES
Deposits from entities and individual 157.165.701 70,600,000 993%
entrepreneurs
current accounts of entities and individual 281,816,081 168,420,000 167%
entrepreneurs
RETAIL BANKING
deposits from individuals 910,889,693 931,186,306 98%
current accounts of individuals 169,505,541 61,700,000 275%
card accounts of individuals 171,771,764 181,693,465 95%
ACCOUNTS PAYABLE, OTHER 110,864,627 116,410,237 95%
TOTAL 3,931,100,936 3,084,435,551 127%
B) Plan performance in terms of assets
ACTUAL TARGET performance to plan,
31/12/2019 31/12/2019 %
TREASURY
Securities (government securities) 1,542,118,036 428,872,872 360%
CORPORATE BUSINESS
loans to entities 397,526,073 530,000,000 75%
overdrafts of entities 97,913,695 236,195,562 41%
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ACTUAL TARGET performance to plan,

31/12/2019 31/12/2019 %
SMALL AMD MEDIUM-SIZED
ENTERPRISES
car loans to entities and individual 176,911,899 141,564,581 125%
entrepreneurs
overdrafts of entities and individual 3,998,882 2 750,000 145%
entrepreneurs
other loans (including machinery on credit) 44,168,149 42,552,326 104%
RETAIL BANKING
mortgage loans to individuals 405,591,237 400,000,000 101%
car loans to individuals 267,541,556 260,538,290 103%
card loans to individuals 133,405,822 145,238,198 92%
other loans 8,439,886 10,143,675 83%
consumer loans 130,450,725 248,908,438 52%
loans in cash 12,740,339 38,773,533 33%
CASH ON HAND 77,537,394 65,000,000 119%
- CASH ON CORRESPONDENT
ACCOUNT WITH THE NATIONAL 213,890,158 150,000,000 143%
BANK OF UKRAINE
CASH ON CORRESPONDENT

0,
ACCOUNTS WITH OTHER BANKS 239,083,023 180,000,000 133%
RESERVES -171,798,066 -182,558,205 94%
ACCOUNTS RECEIVABLE, OTHER 142,156,682 167,456,281 85%
PROPERTY, PLANT AND EQUIPMENT 0
AND OTHER ASSETS 209,425,447 219,000,000 96%
TOTAL 3,931,100,936 3,084,435,551 127%
B) Plan performance in terms of revenue

ACTUAL TARGET performance to plan,

31/12/2019 31/12/2019 %
- TREASURY
Securities 61,384,788 48,039,469 128%
Foreign currency transactions + other 99,221,920 66,598,477 149%

revenue

CORPORATE BUSINESS
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ACTUAL TARGET performance to plan,
31/12/2019 31/12/2019 %
accounts + foreign currency 24,884,849 23,030,629 108%
loans to entities - reserve-related expenses 38,524,449 92,961,830 42%
overdrafts of entities - - reserve-related 27492313 31.342.707 88%
expenses
guarantees 68,628,658 56,615,429 121%
SMALL AMD MEDIUM-SIZED
ENTERPRISES
accounts + foreign currency 21,805,050 21,708,459 100%
car loans to entities and individual 37.255.903 33,594,606 111%
entrepreneurs - reserve-related expenses
overdrafts of entities - - reserve-related 403.784 523.270 270
expenses
other loans - reserve-related expenses 9,217,712 8,386,930 110%
RETAIL BANKING
+ i + -
accounts + foreign currency + payments 11,851,455 9,856,567 120%
expenses
mortgage loans to individuals - reserve- 85.634.382 101,189,882 850
related expenses
car loans to individuals - reserve-related 54,198,029 60,293.231 90%
expenses
card loans to individuals - reserve-related 56,227,250 48.529.232 116%
expenses
other loans - reserve-related expenses 1,779,285 2,505,533 71%
consumer loans - reserve-related expenses 18,524,016 10,145718 97%
and costs
loans in cash - reserve-related expenses 1,054,720 5,224,567 20%
TOTAL REVENUE (minus commission 618,088,563 629,546,627 98%
expenses and reserves)
INTEREST EXPENSES -273,238,857 -270,395,496 101%
WAGES AND SALARIES -210,256,175 -178,216,342 118%
OTHER EXPENSES (leases,
amortisation/depreciation, administrative -89,751,217 -98,836,244 91%
expenses)
PROFIT 44,942,314 81,581,363 55%

In 2019, the key achievements of the Bank are as follows:
- the Bank’s profit for 2019 amount to UAH 44,942,314,
- customer base and borrowings increased significantly;

- portfolios of mortgage loans, machinery loans to SMEs, consumer loans to individuals increased
significantly;

- wages and salaries of the Bank’s employees increased significantly;
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- based on findings of a comprehensive inspection of the NBU conducted at the end of 2019, the
Bank almost does not need to increase the credit risk exposure or adjust the economic ratios.

In 2019, according to overall results of a reputable survey Top-50 Banks of Ukraine, the Bank was
ranked 24th among 50 leading Ukrainian banks and collected the following awards:

Nomination ‘Mortgage’ — 1st place;

Nomination ‘Car Loan’ — 5th place;

Nomination ‘Loans to Small and Medium-sized Enterprises’ — 8th place;

Nomination ‘Overdrafts’ — 9th place;

Nomination ‘Best Top Manager’ — 10th place.

4.3 Analysis of significant changes in financial position, liquidity and results
The Bank has earned UAH 63.91 million in profit for 2019.

in Ukrainian
Key indicators of revenue and expenses of the Bank in 2019 hryvnia

INTEREST EXPENSES -276,530,224
INTEREST INCOME 425,230,586
FEES, COMMISSIONS AND OTHER INCOME 325,376,560
OTHER EXPENSES -97,279,355
ADMINISTRATIVE EXPENSES -331,855,252
OPERATING RESULT 44,942,314
NET PROFIT 44,942 314

Net interest income for 2019 amounted to UAH 148.7 million.

In 2019, the Bank has significantly increased the amount of high-quality liquid cash, allowing it to
smooth out shocks in the future.

From 1 January 2019 to 1 January 2020, balances on deposit and current accounts from bank
customers increased by 55% from UAH 2,164.47 million to UAH 3,356.7 million.

4.4 Reasons for changing indicators of the reporting period
A significant increase in the assets and liabilities of the Bank is associated with increases in its

customer base. Significant increases in interest income is associated with the growth of the more
profitable loan portfolio. Accordingly, retail lending to individuals through retail chains increased
significantly in 2019. The increase in fee and commission income is driven by the growth in
guarantee transactions.

4.5 Intention to implement the Bank’s strategy in the long term

According to the Strategy for 2020-2022 and Business Plan for 2020, the Bank plans to maintain a
universal bank profile and continue its policy of qualitative growth.
Key objectives for 2020 are as follows:

- toearn UAH 62.35 million in profit;

- to continue development of lending programmes from 2019: target housing loans, car loans,

loans on machinery, overdrafts, working capital loans to entities, card loans to individuals;
- to decrease the amount of foreign currency borrowings;
- to continue decreasing concentration in the loan portfolio and borrowings.

V. Key Performance Indicators (KPI)
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Management evaluates the Bank's performance based on its progress in achieving the planned
performance indicators, primarily the profit-related figures, and compliance with the economic
ratios set by the National Bank of Ukraine.

Planned performance indicators as a whole and for main business units of the Bank are set by the
Supervisory Board as part of its Business Strategy for three years and Business Plan for one year.
Planned performance indicators of its branches are set by business units of the Bank.

Information about the Bank's implementation of the Business Plan in 2019 is detailed in Section
4.2.

V1. Use of Financial Derivatives

In 2019, the Bank did not enter into derivatives or transaction with derivative securities.

VII. Corporate Governance Report

The Corporate Governance Code of the Bank approved by Shareholder Decision No. 2 dated 24
September 2018 (minutes no. 2). In 2019, the wording of the Corporate Governance Code was not
amended. This document is available at the official website of the Bank:
https://globusbank.com.ua/ua/korporativnoe-upravlenie.html

The Bank's management strictly complies with the approved Corporate Governance Code. The
Corporate Governance Code is consistent with the law of Ukraine.

7.1. General meetings of shareholders (members) and summary of decisions approved.

In 2019, the general meetings of shareholders addressed the following matters:
1) changes in composition of the Supervisory Board (meetings dated 17 January 2019,

19 February 2019 and 4 December 2019);

2) approval of the request of the Supervisory Board to conduct a significant transaction in 2019
on operations with deposit certificates of the National Bank of Ukraine (a meeting dated
29 January 2019);

3) review and approval of the report of the Supervisory Board and Management Board on the
Bank's performance for 2018, identification of key lines of business of the Bank for 2019,
review and approval of the independent auditor’s report prepared by LLC “Baker Tilly
Ukraine” on the Bank’s performance for 2018, annual financial statements of the Bank for
2019, approval of the procedure for profit allocation (loss coverage) of the Bank based on
results of 2018, as well as election of members to the Supervisory Board, including the
Chair of the Supervisory Board and resolution of matters related to current operations of the
Bank (a meeting dated 26 April 2019);

4) remuneration to members of the Supervisory Board (a meeting dated 26 April 2019);

5) approval of the market value of property and recognition of property impairment:
horticultural society “Borovyk” (a meeting dated 3 June 2019);

6) approval of the Regulation on the Supervisory Board, the Regulation on the Management
Board, the Regulation on the Remuneration to the Supervisory Board, the Regulation on the
Remuneration to the Management Board, and the Regulation on the Procedure for the
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Recruitment, Assessment and Election of a Candidate Member to the Supervisory Board (a
meeting dated 26 September 2019);

7) remuneration to a member of the Supervisory Board: (a meeting dated 1 October 2019);

8) issue of an approval, as requested by the Supervisory Board, to conduct a significant
transaction during 2019 on operations with deposit certificates of the National Bank of
Ukraine (a meeting dated 28 December 2019).

General meetings imposed no restrictions on shareholders (members) with regard to their right of
participation and right of vote.

7.2. Members of the Supervisory Board and collegiate executive body of the Bank, their
committees, information on the meetings held and summary of decisions adopted.

From 4 December 2019, the Supervisory Board is represented by:
1) Chairperson of the Supervisory Board, Polkovskyi D.Ye.;

2) Member of the Supervisory Board, Sylniahina O.A.;

3) Member of the Supervisory Board, Kurilenko S.B.;

4) Member of the Supervisory Board, Bortnyk V.M. (independent director);

5) Member of the Supervisory Board, VVoshchylko M.V.(independent director);

6) Member of the Supervisory Board, Mustafaieva D.N. (independent director).

From 19 February 2019, the Supervisory Board is represented by:
1) Chairperson of the Supervisory Board, Polkovskyi D.Ye.;

2) Member of the Supervisory Board, Rybytva O.A.;

3) Member of the Supervisory Board, Kurilenko S.B.;

4) Member of the Supervisory Board, Bortnyk V.M. (independent director);

5) Member of the Supervisory Board, Voshchylko M.V.(independent director);

6) Member of the Supervisory Board, Mustafaieva D.N. (independent director).

From 17 January 2019, the Supervisory Board is represented by:
1) Chairperson of the Supervisory Board, Polkovskyi D.Ye.;

2) Member of the Supervisory Board, Rybytva O.A;

3) Member of the Supervisory Board, Kurilenko S.B.;

4) Member of the Supervisory Board, Bortnyk V.M. (independent director);

5) Member of the Supervisory Board, Voshchylko M.V.(independent director).

Until 17 January 2019, the Supervisory Board is represented by:
1) Chairperson of the Supervisory Board, Polkovskyi D.Ye.;

2) Member of the Supervisory Board, Rybytva O.A.;
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3) Member of the Supervisory Board, Kurilenko S.B.;
4) Member of the Supervisory Board, Bortnyk V.M. (independent director);
5) Member of the Supervisory Board, Voshchylko M.V.(independent director);

6) Member of the Supervisory Board, Didenko V.V. (independent director).

In 2019, the Bank’s Supervisory Board held 59 meetings. The meetings addressed the matters
falling within the competence of the Supervisory Board, the law of Ukraine and the Articles of
Associations of the Bank.

Key matters on the agenda of the Supervisory Board were review and approval of the following:

1) report for 2018, work plan and expenditure budget for 2019 of the Internal Audit Service of
the Bank, composition of the Audit Committee of the Supervisory Board, report for 2018
and remuneration to the Management Board, report on the inspection of the Bank by the
National Bank of Ukraine, regular reports of the Audit Committee of the Supervisory Board,
compliance unit, risk management unit, risk limits, powers of the Management Board to
conduct significant transactions, internal regulations, and other matters related to the Bank's
operations (17 meetings in Q1 2019);

2) regular reports of the compliance unit, risk management unit, risk limits, independent
auditor’s report for 2018, organisational structure of the Bank, composition of the
Management Board of the Bank and Loan Committee of the Management Board, progress
of the Management Board in achieving planned indicators, movement of specific indicators
and compliance with limits set by the Bank, regulations on structural units and other internal
regulations, and other matters related to the Bank's operations (19 meetings in Q2 2019);

3) regular reports of controlling units of the Bank, risk management strategy and business plan
correlation, selection of the audit firm to conduct an independent audit, internal regulations,
and other matters related to the Bank's operations (11 meetings in Q3 2019);

4) Capitalisation/restructuring programmes of the Bank, strategy and results of work with bad
debt, strategic areas of work with non-core assets, business plan of the Bank for 2020,
results of inspection of non-performing asset management, powers of the Management
Board to conduct significant transactions, results of the test of the members of the
Supervisory Board, members of the Management Board and head of internal audit of the
Bank for business reputation and professional suitability requirements established by the
National Bank of Ukraine, regular reports of the controlling units of the Bank, risk limits,
internal regulations and other matters related to the Bank’s business (12 meetings in Q4
2019).

In order to maintain close cooperation between the Management Board and Supervisory Board, the
Bank has an Audit Committee created by the Supervisory Board in 2017. The Audit Committee is
chaired by an independent member of the Supervisory Board, who has the required qualification
and certification. The Audit Committee is represented by 3 members of the Supervisory Board,
including 2 independent members.

The composition of the Audit Committee and the Supervisory Board was subject to the following
changes:

1) Asfrom 19 February 2019, the Audit Committee is represented by:
- Voshchylko M.V., Chairperson of the Committee;
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- Kurilenko S.B., member of the Committee;
- Mustafaieva D.N., member of the Committee;

2) Until 19 February 2019, the Audit Committee is represented by:
- Voshchylko M.V., Chairperson of the Committee;

- Kurilenko S.B., member of the Committee;
- Polkovskyi D.E., member of the Committee.

The Audit Committee is assigned with the following functions: monitoring of internal controls;
supervision of the Internal Audit Service and Compliance Unit, including approval/appointment or
terminating the employment of head officers; review of audit reports prepared by the Internal Audit
Service; selection of and cooperation with an external auditor; and supervision of compliance with
the law and internal procedures.

During the reporting year, 21 meetings of the Audit Committee were held to consider matters
related to the Internal Audit Service's work plan, audit findings and progress of implementing
respective recommendations, internal controls assessment report, reports of the Internal Audit
Service and Compliance Unit, conflict of interest reports, as well as the matters of engaging an audit
firm to confirm the Bank's financial statements for 2019 (including the assessment of the auditor's
independence).

As from 5 December 2019, the Management Board is represented by:
1) Chairperson of the Management Board, Mamedov S.H.;

2) First Deputy Chairperson of the Management Board, Dmitriieva O.M.;

3) Deputy Chairperson of the Management Board, Yevchuk H.P.;

4) member of the Management Board — Chief Accountant, Lipatova A.M.;

5) member of the Management Board — Operations Director, Klevaichuk S.V.;

6) member of the Management Board — Director of Risk Management, Yermolova O.H.;
7) member of the Management Board — Head of Project Management Solodkyi V.V.;

8) member of the Management Board — Head of Financial Monitoring Sheffer M.Ya.

As from 20 May 2019, the Management Board is represented by:
1) Chairperson of the Management Board, Mamedov S.H.;

2) Deputy Chairperson of the Management Board, Sylniahina O.A.;

3) Deputy Chairperson of the Management Board, Dmitriieva O.M.;

4) Deputy Chairperson of the Management Board, Yevchuk H.P.;

5) member of the Management Board — Chief Accountant, Lipatova A.M.;

6) member of the Management Board — Operations Director, Klevaichuk S.V_;
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9)
7)

8)

member of the Management Board — Director of Risk Management, Yermolova O.H.;
member of the Management Board — Head of Project Management Solodkyi V.V.;

member of the Management Board — Head of Financial Monitoring Sheffer M.Ya.

Until 20 May 2019, the Management Board is represented by:

1)
2)
3)
4)
5)
6)
7)

8)

Chairperson of the Management Board, Mamedov S.H.;

Deputy Chairperson of the Management Board, Sylniahina O.A.;

Deputy Chairperson of the Management Board, Dmitriieva O.M.;

Deputy Chairperson of the Management Board, Yevchuk H.P.;

member of the Management Board — Chief Accountant, Lipatova A.M.;
member of the Management Board — Operations Director, Klevaichuk S.V.;
member of the Management Board — Head of Risk Management Solodkyi V.V.;

member of the Management Board — Head of Financial Monitoring Sheffer M.Ya.

In 2019, the Management Board of the Bank held 99 meetings, of which 23 were held in Q1 2019,
28 in Q2 2019, 23 in Q3 2019 and 25 in Q4 2019.

Key matters on the agenda of the Management Board were review and approval of the following:
forms of the Bank’s agreements and products, internal regulations, regular reports of the risk
management unit, compliance unit, financial monitoring unit with regard to related parties, lending
decisions, limits on transactions with counterparty banks and movement of specific indicators and
compliance with limits set by the Bank, results of work with bad debt, specific matters of giving
sponsorship assistance by the Bank and economic activity of the Bank, staffing chart and other
matters related to the Bank's operating activity.

To ensure the implementation of strategic and current objectives assigned to the Management
Board, the following committees were established:

1. Loan Committee. In 2019, the composition of the Loan Committee was changed as follows:

3) As from 5 December 2019, the Loan Committee is represented by:
- Chairperson of the Committee — Chairperson of the Management Board,
Mamedov S.H.;

- Deputy Chairpersons of the Committee — First Deputy Chairperson of the
Management Board, Dmitrileva O.M., and Deputy Chairperson of the
Management Board, Yevchuk H.P.;

- Committee members — Director of Risk Management Yermolova O.H., Head of
Security Ivanenko A.L. and Head of Small and Medium-sized Enterprises
Shulha O.A,;

4) As from 20 May 2019, the Loan Committee is represented by:
- Chairperson of the Committee — Chairperson of the Management Board,
Mamedov S.H.;
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Deputy Chairpersons of the Committee — Deputy Chairpersons of the
Management Board Sylniahina O.A. and Dmitriieva O.M.;

Committee members — Deputy Chairperson of the Management Board Yevchuk
H.P., Director of Risk Management Yermolova O.H., Head of Small and
Medium-sized Enterprises Shulha O.A.

5) Until 20 May 2019, the Loan Committee is represented by:

Chairperson of the Committee — Chairperson of the Management Board,
Mamedov S.H.;

Deputy Chairpersons of the Committee — Deputy Chairpersons of the
Management Board Sylniahina O.A. and Dmitriieva O.M.;

Committee members: Deputy Chairperson of the Management Board
Yevchuk H.P., Head of Risk Management Solodkyi V.V., Head of Small and
Medium-sized Enterprises Shulha O.A.

In 2019, the Loan Committee held 251 meetings which addressed the following matters:

approval of loan programmes and loan issue decisions; review of results of
monitoring the Bank’s loan portfolio and non-performing loans;

review and approval of the credit risk assessment on asset-side transactions of
the Bank;

review and approval of the allowance for potential losses on asset-side
transactions / financial liabilities;

approval of classification and quality assessment of the Bank's assets; ensuring
compliance with credit risk assessment procedures.

2. Asset/Liability Committee (ALCO). In 2019, the composition of the committee was changed as

follows:

6) Asfrom5 December 2019, the ALCO is represented by:

Chairperson of the Committee — Head of Treasury, Lazariev D.Ye.;

Deputy Chairperson of the Committee — Chairperson of the Management Board,
Mamedov S.H.;

Committee members — First Deputy Chairperson of the Management Board
Dmitriieva O.M., Deputy Chairperson of the Management Board Yevchuk H.P.,
Director of Risk Management Yermolova O.H.

7) As from 20 May 2019, the ALCO is represented by:

Chairperson of the Committee — Head of Treasury, Lazariev D.Ye.;

Deputy Chairperson of the Committee — Chairperson of the Management Board,
Mamedov S.H.;
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Committee members — Deputy Chairpersons of the Management Board
Sylniahina O.A., Dmitriieva O.M. and Yevchuk H.P., as well as the Director of
Risk Management Yermolova O.H.

8) Until 20 May 2019, the Alco is represented by:

Chairperson of the Committee — Head of Treasury, Lazariev D.Ye.;

Deputy Chairperson of the Committee — Chairperson of the Management Board,
Mamedov S.H.;

Committee members — Deputy Chairperson of the Management Board
Sylniahina O.A., Dmitriieva O.M. and Yevchuk H.P., as well as the Head of
Risk Management — Solodkyi V.V.

In 2019, the ALCO held 131 meetings which addressed the following matters:

balance between risks, profits and liquidity of the Bank;
profitability of banking operations;

compliance with banking regulations set by the National Bank of Ukraine,
including those related to reserves;

optimisation of cash flows and payment discipline;
minimum required level of liquidity through the cheapest way possible;

meeting the interests of the Bank, shareholders and customers.

3. Financial Monitoring Committee deals with matters related to the Bank's ability to fulfil obligations
as a subject of financial monitoring. In 2019, the composition of the committee was changed as

follows:

1) As from 5 December 2019, the Financial Monitoring Committee is represented

by:

Chairperson of the Committee — Chairperson of Financial Monitoring, Sheffer
M.Ya,;

Deputy Chairperson of the Committee — Deputy Chairperson of the Management
Board, Yevchuk H.P;

Committee members — Operations Director of the Bank Klevaichuk S.V.,
Director of Risk Management Yermolova O.H. and Head of Legal Department
Bondarenko R.V.;

2) As from 1 October 2019, the Financial Monitoring Committee is represented

by:

Chairperson of the Committee — Chairperson of Financial Monitoring, Sheffer
M.Ya,;

Deputy Chairperson of the Committee — Deputy Chairperson of the Management
Board, Sylniahina O.A;
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Committee members — Operations Director Klevaichuk S.V., Director of Risk
Management Yermolova O.H. and Head of Transaction Banking Panichuk O.V.;

3) As from 20 May 2019, the Financial Monitoring Committee is represented by:

Chairperson of the Committee — Chairperson of Financial Monitoring, Sheffer
M.Ya,;

Deputy Chairperson of the Committee — Deputy Chairperson of the Management
Board, Sylniahina O.A;

Committee members — Operations Director of the Bank Klevaichuk S.V.,
Director of Risk Management Yermolova O.H. and Head of Account
Management Kuchuk A.O.

4) Until 20 May 2019, the Financial Monitoring Committee is represented by:

Chairperson of the Committee — Chairperson of Financial Monitoring, Sheffer
M.Ya,;

Deputy Chairperson of the Committee — Deputy Chairperson of the Management
Board, Sylniahina O.A.;

Committee members — Operations Director, Klevaichuk S.V.; Head of Risk
Management, Solodkyi V.V.; and Head of Account Management, Kuchuk A.O.

4. Tariff Committee deals with matters related to setting tariffs and prices on services of the Bank. In
2019, the composition of the committee was changed as follows:

1) Asfrom 5 December 2019, the Financial Monitoring Committee is represented by:

Chairperson of the Committee — First Deputy Chairperson of the Management
Board, Dmitriieva O.M.;

Deputy Chairperson of the Committee — Deputy Chairperson of the Management
Board, Yevchuk H.P.;

Committee members — Chief Accountant Lipatova A.M. and Operations
Director Klevaichuk S.V.

2) Until 5 December 2019, the Financial Monitoring Committee is represented by:

Chairperson of the Committee — Deputy Chairperson of the Management Board,
Dmitriieva O.M.;

Deputy Chairperson of the Committee — Deputy Chairperson of the Management
Board, Yevchuk H.P;

Committee members — Deputy Chairperson of the Management Board,
Sylniahina O.A.; Chief Accountant, Lipatova A.M.; and Operations Director,
Klevaichuk S.V.

27



7.3. Main characteristics of internal control system.
There were no changes of internal control system of the Bank in the reporting period. The

Regulation on the Internal Control System of the Bank was approved by decision of the Supervisory
Board of the Bank dated 20 August 2018 (minutes no.). The Regulation outlined main
characteristics of internal control system, methods of control and assessment.

The Bank designed a 3-level internal control system (ICS) using the COSO model (three lines of
defence). For conceptual representation of the model, refer to figure 1.

Independence Scale

»

Business - initiatives Risks

Strategy
Credit
Opera-
tional
Liquidity
Market
other

Reporting
of risks

and
controls

Strategy
Risk appetite
Business processes

Supervisory Board,
Management Board,
Committees

Implementation, Implementation of Independent ICS
achievement, control procedures, performance
controls operations and ICS assessment,

assessment, performance recommendations

reporting analyses for enhancement

Figure 1. ICS model
Level 1 controls (business and operational units) are responsible for risk identification and
handling, development/updating and achievement of milestones that constitute an integral part of
daily duties. For example: for front office employees - checking documents during customer
identification, preventing the risk of fraud when opening and maintaining accounts; for a business
line — development of a business process for opening a customer account, which elaborates on what
actions and control measures need to be undertaken, progress monitoring and performance analysis
of the process and its controls.
Level 1 controls are not independent since controlling actions are designed and exercised directly
and first-hand.
Level 2 controls (units assigned with internal monitoring and control functions) are responsible for
development of risk control and management procedures, control over their compliance, continuous
performance monitoring of Level 1, assistance to those implementing Level 1 controls with risk
prevention and handling, design and implementation of controls. This level is the management
function. It has a higher degree of objectivity but is not fully independent of Level 1, since both
levels work together in a close and active cooperation. Level 2 approves and contributes to the
development of business processes, controls the risk exposure and effectiveness of controls.
Level 3 controls (units exercising independent control) are responsible for an independent
performance assessment of risk management and ICS. Level 3 controls include the Internal Audit
Service, which is not directly involved in transactions or transaction control. Therefore, it is
independent and provides for the highest level of objectivity in an assessment.
Depending on the classification method, the Bank determines the following types of control by:

v" the timing of control (preliminary, current and post-control);

v' the purpose of control (prevention, identification and adjustment);
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v" the subjects of control (independent, double, collegiate and automated);
v' by frequency (functional (permanent) and periodic);

v" the scope of control (full, portfolioand selective).

7.4. List of direct/indirect majority shareholders
List of direct/indirect majority shareholders of the Bank:

1) Limited Liability Company “UKRAINIAN MEDIA TECHNOLOGIES” is the sole
shareholder that directly holds 100% of shares in the Bank;

2) Limited Liability Company “KETLEN” — indirect shareholding in the Bank — 99.993% via
LLC “UKRAINIAN MEDIA TECHNOLOGIES”;

3) Sylniahina Olena Anatoliivha — indirect shareholding in the Bank — 50.5% via LLC
“KETLEN”, which holds 99.993% in LLC “UKRAINIAN MEDIA TECHNOLOGIES”,
and 0.007% via LLC “UKRAINIAN MEDIA TECHNOLOGIES”.

4) TERMAN INTERNATIONAL LTD. — indirect shareholding in the Bank — 44.4969% via
LLC “KETLEN”, which holds 99.993% in LLC “UKRAINIAN MEDIA
TECHNOLOGIES”.

5) Polkovskyi Dmytro Eduardovych — indirect shareholding in the Bank — 100.00% via
TERMAN INTERNATIONAL LTD and 44.4969% via LLC “KETLEN”, which holds
99.993% in LLC “UKRAINIAN MEDIA TECHNOLOGIES”, and 5% via LLC
“KETLEN”, which holds 99.993% in LLC “UKRAINIAN MEDIA TECHNOLOGIES”.

No changes took place in the structure of majority shareholders in the reporting period.

7.5. Appointment and dismissal procedure
The procedure for appointing and dismissing officers of the issuer is governed by the Articles of

Association, Regulation on the Supervisory Board and Regulation on the Management Board.
Supervisory Board is elected for three years at the General Meeting from the Bank's shareholders
(individuals with a full civic capacity and/or entities), their representatives or independent members.
The number of members in the Supervisory Board is regulated by the Articles of Association and
cannot be more than five (5) people.

Members are elected to the Supervisory Board only by cumulative voting. An entity elected to the
Supervisory Board as a member can have an unlimited number of representatives in the Supervisory
Board. The actions of such shareholder representatives in the Supervisory Board are governed by
the shareholder himself/herself. At least one third of the Supervisory Board should be comprised of
independent directors and, in any case, in the quantity of three people or more.

Members of the Supervisory Board (candidates) shall meet requirements for business reputation and
professional suitability, have impeccable business reputation, and independent directors shall meet
independence requirements of the law of Ukraine. Independent director (candidate) shall have
expertise in the areas of corporate governance, banking and their regulation to the extent necessary
for the effective performance of duties in the Supervisory Board.

The Supervisory Board members cannot be members of the Management Board of the Bank. They
cannot hold any other positions in the Bank under an employment contract or render any services to
the Bank under a civil contract.

Collective suitability of the Supervisory Board (existence of collective knowledge, skills,
professional and managerial experience among the Chairperson and members of the Supervisory
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Board to the extent necessary (sufficient) to understand all aspects of the Bank's operations,
adequately assess risks, make informed decisions, and ensure effective management and control of
the Bank's operations as a whole) shall always correspond to the size, special features of the bank,
the nature and scope of banking and other financial services, the risk profile of the bank, the
systemic importance of the bank and the banking group of which the bank is a part.
Members of the Supervisory Board are approved for positions in accordance with the procedure
established by the National Bank of Ukraine.
The Chairperson of the Supervisory Board is elected by the General Meeting. A member of the
Supervisory Board, who has been the chairperson of the Bank's collegiate executive body during the
previous year, cannot become the Chairperson of the Supervisory Board. The Supervisory Board
has the right to re-elect the Chairperson of the Supervisory Board at any time.
General Meeting of Shareholders may decide on the early termination of the powers of the
Supervisory Board members and the simultaneous election of new members at any time and in any
case in compliance with the applicable law of Ukraine.
Without the decision of the General Meeting, the powers of a member of the Supervisory Board
shall be terminated early:
1) at his or her own request and subject to written notice sent to the Bank 14 calendar days
in advance;
2) in case the member of the Supervisory Board is unable to perform his or her duties for
the reasons of ill health;
3) if a court ruling or judgement becomes effective and is passed upon the officer thus
precluding him/her to perform duties as a member of the Supervisory Board.
4) if he or she dies or is recognised incapable, restrictedly capable, missing or dead.
Powers of the Supervisory Board member shall be terminated immediately with the contract
concluded with him/her.
If the Supervisory Board member leaves the Supervisory Board, his/her duties and powers are
assigned to the members of the Supervisory Board remaining prior to the respective decision of the
General Meeting.
In case of restructuring, liquidation or appointment of temporary administration of the Bank, the
powers of members of the Supervisory Board are terminated in accordance with the law of Ukraine.
The Management Board is the executive body of the Bank that manages the Bank’s current
operations, establishes funds necessary for its statutory activities and is responsible for the Bank’s
performance in accordance with the principles and procedure established by the Articles of
Association of the Bank, resolutions of the General Meeting of Shareholders and the Supervisory
Board.
The number of members and composition of the Management Board is approved by the Supervisory
Board of the Bank in a procedure and within the powers conferred in accordance with the Articles
of Association and internal regulations of the Bank.
The Management Board shall comprise of at least three people. The Management Board is
comprised of the Chairperson, Deputy Chairperson(s) and members of the Management Board.
Chairperson and members of the Management Board are assigned by the Supervisory Board of the
Bank for a period of 5 years or less. Powers of the Chairperson and members of the Management
Board may be terminated when stipulated by the law of Ukraine and agreements (contracts) with
them. On behalf of the Bank, an agreement (contract) concluded with each member of the
Management Board is signed by the Chairperson of the Supervisory Board or a person authorised
for such actions by the Supervisory Board of the Bank.
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Any individual that has full legal capacity and meets the qualification requirements for professional
suitability and business reputation established by the Law “On Banks and Banking Activity” and
regulations of the National Bank of Ukraine may become a member of the Management Board. The
Supervisory Board of the Bank supervises the compliance of the Chairperson and members of the
Management Board with the law of Ukraine.

The Management Board is chaired and managed by its Chairperson elected by a decision of the
Supervisory Board.

The Chairperson, Management Board members and Chief Accountant of the Bank assume office on
the basis of agreements (contracts) concluded with them and upon a respective approval by the
National Bank of Ukraine.

Powers of the Chairperson and Management Board members may be terminated when stipulated by
the law of Ukraine and agreements (contracts) concluded with them.

7.6. Powers conferred upon the Bank's officers.
Powers of the Bank's officers are determined by the Articles of Association, Regulation on the

Supervisory Board and Regulation on the Management Board.

Chairperson of the Supervisory Board:

1) organises the work of the Supervisory Board and exercises control over the achievement of
planned indicators;

2) ensures clear segregation of duties between the members of the Supervisory Board and
efficient exchange of information;

3) convenes and presides at meetings of the Supervisory Board, approves the agenda, ensures
observance of the agenda;

4) ensures priority of strategic matters of the Bank during discussions at the meetings of the
Supervisory Board,;

5) encourages and facilitates open and critical discussion of the matter at the meetings of the
Supervisory Board, and ensures that each individual opinion is spoken and discussed before
the final decision;

6) ensures that decisions of the Supervisory Board are based on documents and information,
which are made available to members of the Supervisory Board in advance of the meeting for
them to be able to examine the matter (conduct a comprehensive assessment of the
information provided) and make an informed decision;

7) organises the keeping of meeting minutes of the Supervisory Board and their storage;

8) organises the creation of committees of the Supervisory Board and nomination of Supervisory
Board members to committees, coordinates activities, communication between committees
and with other bodies and officers of the Bank;

9) prepares speeches and reports to the General Meetings on the activities of the Supervisory
Board, general condition of the Bank and measures taken to achieve the Bank's targets;

10) assesses the performance of the Supervisory Board;

11) liaises with other bodies and officers of the Bank;

12) performs other functions stipulated by the law of Ukraine, the Articles of Association,
decisions of the General Meetings, etc.

The Supervisory Board has the exclusive competence:
1) to approve the Bank’s development strategy in accordance with the key lines of business
outlined by the General Meetings;
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2) to approve the Bank's budget, including the budget of the Internal Audit, and to approve the
Bank's business development plan;

3) to define and approve the risk management strategy, policy and procedures, as well as the list
of risks and limits of risk exposure;

4) to ensure the functioning of internal control system of the Bank and control over its
effectiveness;

5) to control the effectiveness of the risk management system;

6) to approve the recovery plan for the Bank's operations;

7) to identify capitalisation sources and other financing of the Bank;

8) to determine the Bank's lending policy;

9) to determine the Bank’s organisational structure, including that of the internal audit unit;

10) to approve internal rules applying to the Bank's structural units, unless their approval lies
within the competence of the General Meetings. In this regard, the rules or other internal
regulations that establish the procedure for conducting certain transactions by the Bank and
the respective cooperation between its units, or those that are staffing or office administration
procedures in nature, i.e. regulate the ongoing statutory activity, may be approved by other
bodies/officers of the Bank in accordance with the powers conferred by the Articles of
Association;

11) to appoint and dismiss the Chairperson and members of the Management Board, elect and
terminate the powers of a person acting in place of the suspended Chairperson or Supervisory
Board member, to appoint and dismiss the Head the Internal Audit Unit;

12) to control the activities of the Management Board, make suggestions for their improvement;

13) to establish the procedure and plans for the internal audit unit and control over its activity;

14) to chose an audit firm to conduct an external audit, approve the terms of a contract concluded
with the firm and to determine the amount of consideration for the services;

15) to review an independent audit opinion, prepare recommendations for the General Meeting
and adopt decisions on that audit opinion;

16) to control the removal of deficiencies identified by the National Bank of Ukraine and other
state executive and administrative authorities which supervise the Bank's operations within
their competence, as well as by an internal audit unit and an audit firm based on the
independent audit findings;

17) to decide on the establishment of and shareholding in subsidiaries, their reorganisation and
liquidation, creation of standalone units of the Bank, approval of their status and regulations;

18) to approve the terms of civil and employment contracts concluded with the members of the
Management Board and employees of the internal audit unit and to determine the amount of
consideration, including incentive and compensation payments;

19) to ensure that the Bank provides (publishes) reliable information on its activities in a timely
manner and in accordance with the law;

20) to convene, prepare the agenda, adopt decisions on the date of the General Meetings;

21) to notify about the convening of the General Meetings in accordance with the law of Ukraine;

22) to adopt decisions on the placement of securities (other than shares) by the Bank;

23) to adopt decisions on the repurchase of securities (other than shares) placed by the Bank;

24) to adopt decisions on the sale of shares that were previously repurchased by the Bank;

25) to settle matters related to the Bank's participation in groups and other entities, change or
termination of shareholding;
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26) to adopt decisions on entering into significant transactions, if the market value of the property
or services thereunder is within the range of ten (10) and twenty-five (25) percent of the asset
value according to the latest annual financial statements of the Bank, except for transactions
involving lending, guarantees, attraction of bank deposits and other banking operations
stipulated by the licence of the National Bank of Ukraine; In addition to this exception,
transactions qualifying for such an exception shall be also regulated by the Articles of
Association and the law of Ukraine;

27) to adopt decisions on the selection (replacement) of the custodian and/or clearing institution,
to approve the terms of contract with that institution and to determine the amount of
consideration for the services;

28) to send, to the extent allowed by the law of Ukraine, proposals to shareholders on the
repurchase of their shares;

29) to approve the procedure for entering into transactions with parties related to the Bank;

30) to determine the date of forming a list of parties entitled to dividends, procedure for and
periods of dividend payment within the time frame allowed by the law of Ukraine;

31) to decide on undertaking acquisitions by the Bank in any way or manner allowed by the
applicable law (including, but not limited to, by way of purchase, gift, barter, merger,
participation in the share capital increase, etc.) of the entirety or a portion of assets, shares or
interest in the share capital of financial institutions or any other potential competitors of the
Bank, as well as the rights to their acquisition, except for the acquisition of shares by the Bank
in the ordinary course of securities trading;

32) to handle matters determined by the law of Ukraine to be the competence of the Supervisory
Board in the event of the Bank’s reorganisation;

33) to adopt decisions on entering into a transaction of interest, unless the Articles of Association,
this Regulation and the applicable law of Ukraine prohibit to do so;

34) to determine whether it is probable that the Bank will be declared insolvent as a result of
obligations assumed or their performance, including those related to the payment of dividends
or share repurchase;

35) to adopt decisions on the selection of a valuation firm to appraise the Bank’s property,
approve terms of contract with the valuer and determine the amount of consideration for its
services;

36) to control the activities of the Management Board, make improvement suggestions and
supervise the implementation of decisions of the General Meeting and the Supervisory Board,;

37) to determine the procedure for the audit and control of the financial and economic activity of
the Bank;

38) to approve the market value of the property, whenever stipulated by the law of Ukraine;

39) to approve the terms of payroll settlements and financial incentives for management
(directors) of the Bank's branches and representation offices.

40) to approve the current (annual) and prospective budgets of the Bank, determine the procedure
for creating, forming and using the Bank’s funds;

41) to issue decisions on holding the officers within the Bank's management bodies liable for
property damage;

42) to determine which information about the Bank's operations shall be confidential,

43) to exercise other powers, including those delegated by the General Meeting.

Chairperson of the Management Board carries out functions of the chairperson of the collegiate
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body of the Bank, organises and ensures prompt resolution of issues related to management of the
Bank's operations. Also, within its competence, the Chairperson:

1)

2)

3)

4)

5)
6)

7)
8)

9)

acts on behalf of the Bank without the power of attorney, represents its interests before all
enterprises, organisations, institutions, individuals, national and local self-government
authorities, both in Ukraine and abroad;

dispose of the Bank's assets and funds in accordance with the applicable laws of Ukraine and
the Articles of Association of the Bank;

issues powers of attorney on behalf of the Bank, enters into and signs contracts, including
foreign economic contracts, establishes the procedure for signing contracts and other
commitments and documents on behalf of the Bank;

on behalf of the Bank, signs legal claims, appeals, cassation appeals and other documents
submitted to courts of any level or jurisdiction;

signs financial and other documents of the Bank;

approves decisions of the standing committee on property write-offs from the Bank's books,
such as: property, plant and equipment and other non-current assets that are not ready for use,
obsolete, physically impaired, damaged as a result of an accident or natural calamity, missing
as a result of theft or detected in a stocktaking as a shortage in accordance with the applicable
law of Ukraine;

gives suggestions as to the size and composition of the Bank's funds, as well as the procedure
for their creation;

prepares materials to be reviewed at the regular and extraordinary General Meetings of
Shareholders of the Bank;

approves the Bank's staffing schedule;

10) allocates duties among the members of the Management Board and determines their

functional powers;

11) prepares reports on the implementation of the programmes approved by the General Meetings

and submits documents for a review to the General Meetings of Shareholders, Supervisory
Board and Audit Committee (if any) of the Bank;

12) issues orders and directives with regard to the Bank's operations, approves staff instructions

for managers, their deputies and specialists at the Bank's structural units;

13) adopts decisions on the appointment and dismissal of structural unit managers, their deputies,

specialists and other employees of the Bank, determines their salaries and premiums, applies
financial incentives, makes decisions about bringing them to disciplinary or material liability;

14) performs other functions as assigned by the General Meeting of Shareholders, Supervisory

Board and Management Board,;

The competence of the Management Board shall include the resolution of all issues related to the
management of the day-to-day operations of the Bank, except for issues related to the exclusive
competence of the General Meeting and the Supervisory Board of the Bank. The Management
Board is accountable to the General Meeting and the Supervisory Board and organises
implementation of their decisions.

Management Board:

1)

2)

ensures preparation of the Bank's budget estimates, development strategies and business plans
to be further approved by the Supervisory Board;

implements the development strategy and business plan of the Bank determined by the
Supervisory Board;
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3) determines forms and establishes the procedure for monitoring the Bank's activities;

4) implements the risk management strategy and policies approved by the Supervisory Board of
the Bank, ensures implementation of risk identification, assessment, control and monitoring
procedures;

5) forms the Bank's organisational structure as determined by the Supervisory Board;

6) ensures development of regulations that govern activities of the Bank's structural and
standalone units in accordance with its development strategy;

7) ensures security of the Bank’s IT systems and systems used to hold the assets of its
customers;

8) ensures compliance of the Bank's operations with the law of Ukraine and risk appetite
statement approved by the National Bank of Ukraine;

9) informs the Supervisory Board about the Bank's performance indicators, any identified
violations of law, internal regulations, as well as on the exposure to risks arising from the
Bank’s operations and any deterioration of its financial position or any threat of such
deterioration;

10) ensures development, participates in the development and approves internal regulations of the
Bank with regard to risk management in compliance with the requirements of the National
Bank of Ukraine and other matters;

11) prepares and submits to the Supervisory Board of the Bank the management reports on the
risks to which the Bank is exposed, which include information about new types of products
and significant changes in the Bank's operations;

12) prepares and submits to the Supervisory Board of the Bank the proposals for the necessity of
making changes to the risk management strategy and policy;

13) controls the communication of information about changes made to the risk management
strategy and policy and other internal risk management regulations with relevant structural
units and employees of the Bank;

14) develops measures for the prompt elimination of deficiencies in the functioning of the risk
management system, implementation of recommendations and observations on the results of
risk assessment, audits of the internal audit unit, external auditors and supervisory bodies;

15) approves the limits for each type of risk in accordance with the list of limits set by the
Supervisory Board,

16) manages the current operations of the Bank and organises the implementation of decisions of
the General Meeting and the Supervisory Board;

17) informs the Supervisory Board on the untimely or inadequate performance of obligations of
parties related to the Bank;

18) deals with matters related to the Bank's operations and disposes of the Bank's property within
its competence;

19) defines the basic principles of conducting asset- and liability-side transactions;

20) submits annual reports and suggestions on the allocation of net profits for the review of the
General Meetings of Shareholders;

21) as appropriate, prepares suggestions on matters to be considered by the General Meeting or
the Supervisory Board,;

22) approves the internal system of the Bank’s units and a system of incentives for those working
at the units;

23) within its competence, adopts decisions on writing off the bad assets of the Bank, shortages
and losses of its inventories in accordance with the law of Ukraine;
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24) within its competence, adopts decisions and authorises the sale or write-off of assets pledged
as collateral to the Bank, which were recognised on the Bank's balance sheet to repay the debt
on loans and other asset-side transactions;

25) establishes standing bodies (committees, commissions, groups) to which certain powers of the
Management Board can be delegated, as appropriate, and ensures supervision of these bodies;

26) prepares current, monthly, quarterly and annual reports on the main aspects of the Bank's
economic activity and submits such reports to the Supervisory Board, as well as other special
reports and documents at the request of the Supervisory Board,

27) prepares the Bank’s annual and prospective budgets (cost estimates) and business plans and
submits them to the Supervisory Board for review and approval;

28) submits the financial statements and statistical reports to the National Bank of Ukraine with
regard to the Bank's transactions, liquidity, solvency, profitability, as well as information
about affiliates, related parties to assess the financial position of the Bank;

29) publishes the annual financial statements and the audit report, as well as information about
majority shareholders to the extent and in a procedure established by the National Bank of
Ukraine.

30) approves the Bank's internal documents (rules, procedures, practices, regulations, standards,
standard contracts, etc.), including those that define the procedure and conditions for
conducting banking operations, functions and activities of the Bank's structural units and
regulate the Bank's current operations, except for those falling within the competence of the
General Meeting and Supervisory Board Banks;

31) approves the size of remuneration to other employees of the Bank by reference to the
remuneration policy approved at the Bank;

32) performs other functions necessary to ensure the day-to-day operation of the Bank.

Duties related to work organisation, current management and supervision are allocated between
members of the Management Board of the Bank as follows:
1) Chairperson of the Management Board, Mamedov S.H., controls all day-to-day operations
of the Management Board and directly manages the units of the Bank:
- legal support and security;

- human resources and administrative support;
- information security;

- project management;

- financial monitoring;

- treasury;

- digital business;

- custody;

- non-performing asset management;

- methodology;
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labour safety;
vice presidents and advisers to the Chairperson of the Management Board of the Bank;

First Deputy Chairperson of the Management Board Dmitriieva O.M. directly manages the
following units:
retail business;

SMEs;

marketing and advertising;
remote customer service;
branches of the Bank;

Deputy Chairperson of the Management Board Yevchuk H.P. directly manages the
following units:
corporate business;

trade finance transactions;
corporate, regional and other sales;

Chief Accountant Lipatova A.M. directly manages the following branches:
intrabank and tax accounting;

reporting;
accounting controls and methodology;
cash operations;

Operations Director Klevaichuk S.V. directly manages the following units:
customer support;

banking support;

payment card;

IT;

administrative and business management;

Director of Risk Management Yermolova O.H. directly manages the following units:
risk management;

restructuring and enforcement;
loan application review;

finance and budgeting.
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The Chairperson of the Management Board, his/her deputies and Chief Accountant within their
competence are charged with appropriate powers to sign documents on behalf of the Bank.

7.7. Annual consideration of members of the Supervisory Board and Management Board.
Total expenses on remuneration of members of the Supervisory Board and the Management Board

of JSC “CB GLOBUS” for 2019 increased by UAH 37 thousand and amounted to UAH 35,929
thousand compared to 2018 (UAH 35,892 thousand).

Remuneration of members of the Supervisory Board and the Management Board as at 31 December
2019 is as follows (in thousands of UAH):

Management body Current employee benefits .
expenses accrued liabilities
Management Board 27,669 2,209
Supervisory Board 8,260 2,115
Total 35929 4324

7.8. Significant risk factors that affected the operations of the financial institution during the
year.
Events below have become significant risk factors for the Bank's operations in 2019: presidential

elections, strengthening of the Ukrainian hryvnia, the policy of the National Bank of Ukraine to
increase the requirements to ratios and bank reserves. It is expected that significant foreign currency
payments, that Ukraine will make on public and publicly guaranteed debt, changes in the Ukrainian
government, decline of the industrial production and other factors will have a significant effect in
2020.

7.9. Related-party transactions, including those within one industrial and financial group or
other association, conducted during the year.
The Bank enters into transactions with shareholders and related parties on standard terms, whilst

avoiding the conflict of interest. The volume of these transactions is insignificant.

Balances on lending transactions with parties related to the Bank amount to UAH 1,784 thousand as
at 31 December 2019.

Balances on borrowings from related parties amount to UAH 41,739 thousand as at 31 December
20109.

Transactions with shareholders and related parties have no adverse effect on the Bank's operations.
The maximum credit risk ratio on transactions with related parties (N9) has been varying from
0.12% to 2.71% in 2019, which indicates that the credit risk on these transactions is insignificant
(the NBU ratio is 25%).

7.10. Performance of internal audit (control) system during the year.
Internal Audit Service of the Bank is an operational control body that reports to the Supervisory

Board and ensures supervision of the Bank’s operations by verifying the potentially risk-bearing
processes, as well as by conducting performance and adequacy assessments of the risk management
and corporate governance systems.

Internal Audit Service has the authority to carry out their functional duties in compliance with the
principles of independence, objectivity, impartiality, professional competence and ethics.

The primary focus of the Internal Audit Service in the reporting year was conducting audits in the
most risk-taking areas by reference to the comprehensive assessment of risks to which the Bank is
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exposed (corporate and retail lending, cash and settlement, bank risk management, performance of
financial monitoring functions by the Bank, etc.). Unannounced audits were conducted at 16
branches of the Bank.

In order to prevent violations and deficiencies, the audit included an independent assessment of the
following:

- the compliance of the Bank’s management and employees with the law of Ukraine,
regulations and internal rules, professional responsibilities and rules;

- the identification and analysis of violations of the applicable law of Ukraine, professional
standards, internal rules that regulate the Bank's operations;

- the timeliness of eliminating the deficiencies identified by the NBU and other state executive
and administrative authorities, which supervise the Bank’s operations within their
competence;

- the quality of management reporting, etc.

Where the results of audit reports and recommendations provided for a need to enhance the
controls, measures were designed with specific timelines for their implementation, which overall
contributed to a higher performance both when managing the banking processes, controlling
procedures and, directly, when conducting transactions.  The Internal Audit Service carries out the
operational control over the full implementation of recommendations.

The audit findings allowed to establish that, in general, the risks on the Bank's operations are
controllable, banking operations are carried out within the regulatory requirements and powers
conferred, banking risk management procedures minimise the risk exposure of the banking
environment and prevent risk escalation.

Based on the internal self-assessment of the quality of internal audit functions, taking into account
the main aspects (internal regulatory framework, work planning and plan implementation status,
audits, audit effectiveness and implementation of audit recommendations, interaction with the
National Bank of Ukraine), the performance of the Internal Audit Service of the Bank in 2019 was
assessed as satisfactory and good by decision of the Bank's Supervisory Board dated 28 December
2019 (Minutes No. 52).

7.11. Disposal of assets in excess over the amount allowed by the Articles of Association
during the year.
In 2019, the Bank had no disposals of assets that would exceed the limit established by its Articles

of Association.

7.12. External audit activity.
By the Decision of the Supervisory Board dated 26 September 2019, LLC “BAKER TILLY

UKRAINE” was elected as the Bank’s external auditor in view of its good reputation and strong
track record on the audit services market.
This audit firm:
- has atotal audit experience of more than 18 years;
- provides audit services to the Bank during the year;
- has had no cases of conflict of interest and/or combining functions of an internal auditor for
the period of cooperation with the Bank;
- has had no penalties imposed by the Audit Chamber of Ukraine during the year and no facts
of reporting misstated records as a financial institution, as supported by an audit opinion and
identified by state regulators of the financial services markets;
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- has not received any recommendations from the state regulators of the financial services
markets with regard to the audit opinion;
- has not provided any other audit services to the Bank.

7.13. Violations of internal rules by members of the Supervisory Board and Management
Board resulting in damage to the Bank or financial services users.
No violations of internal rules by members of the Supervisory Board and Management Board that

would result in damage to the Bank or financial services users were identified in the reporting
period.

7.14. Corrective actions applied during the year by state executive authorities to the Bank,
including to its Supervisory Board and Management Board.
In 2019, the Bank incurred penalties for violating the tax law in the total amount of UAH 26.6

thousand.
No corrective actions were applied to members of the Supervisory Board and Management Board.

7.15. Results of valuation of assets in case of their purchase/sale during the year in excess of
the amount allowed by the Articles of Association.
In 2019, the Bank did not purchase or sell assets in excess of the limit established by the Articles of

Association.

7.16. Internal audit of the Supervisory Board was not conducted

7.17. Implemented recommendations made by state regulators of the financial services
markets with regard to the audit opinion.
In 2019, the Bank received no recommendations from state regulators of the financial services

markets with regard to the audit opinion.

7.18. Protection of the rights and interests of the users of financial services by the Bank.
The Bank has no separate structural unit that would handle customer appeals (complaints).

However, the processing of appeals, including complaints, filed by customers is governed by the
Office Administration Instruction and Customer Service Standards and Recommendations Book.
All proposals, appeals and complaints received from the Bank's customers are registered on the day
of receipt and are accumulated at the Bank's head office, where they are submitted for a review to
the Chairperson of the Management Board Mamedov S.H. or the First Deputy Chairperson of the
Management Board Dmitriieva O.M., who personally assign a responsible person for their handling.
The period for reviewing and taking measures to resolve the issues underlying the appeal
(complaint) is no more than one month from the date of receipt by the Bank. An appeal (complaint)
shall be considered satisfied only if it has been followed up by exhaustive measures and the
customer was notified on them.

In 2019, the Bank received 115 customer complaints, which were satisfied in full. For the most part,
these complaints pertained to: accrual of interest/penalties on loans to individuals issued via
electronic means of payment, automatic notifications on the loan instalment (frequency and time).

In 2019, 26 customer complaints were referred to courts of various instances. Ten cases ended in
the Bank's favour and sixteen cases are pending as at 1 January 2020.

7.19. List of services provided
The Bank provides financial services solely under the licences, permissions and applicable law of
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Ukraine, namely: depositing of monetary resources and precious bank metals, opening and
maintenance of current (correspondence) customer accounts, placement of borrowed monetary
resources and precious bank metals on its own behalf, terms and at its own risk, issue and servicing
of payment cards, provision of guarantees and sureties, money transfers, professional activities
(dealing, brokerage, custody) on the stock market.

7.20. Information about the Bank's corporate governance, the reporting of which is regulated
by laws on the regulation of certain financial services markets and/or regulations of the state
regulators of the financial services markets adopted in accordance with such laws.

The Bank's corporate governance report duly prepared in accordance with the applicable law of

Ukraine is submitted on an annual basis to the National Commission for State Regulation of
Financial Services Markets before 30 April.

Authorised for issue and signed on 29 May 2020.

Chairperson of the Management Board S.H. Mamedov

Chief Accountant A.M. Lipatova
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structure of assets and liabilities requires enhanced control and reallocation measures. The Bank believes that
liquidity gap will have an insignificant effect on the Bank's operations in view of the retrospective analysis of the
actual maturity periods. Our opinion is not modified in respect of this matter.

Key audit matters that include the most significant assessed risks of material misstatement, as well as the
assessed risks of material misstatement due to fraud

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of
the financial statements for the current period. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters. We have identified that the matters below are key audit matters and that they should be presented
in our report.

Key audit matters How our audit considered the key audit matters

Impairment provision for loans and advances to customers — UAH 176,392 thousand
Refer to Notes 8 and 4.4

We have focused our attention on this matter as a key audit Our procedures included, among others, the following:
matter due to the materiality of the balances of loans and
advances to customers and the subjective nature of the
judgements used in calculating the impairment.

- Familiarising with the internal controls system
implemented by the management personnel with a
focus on the calculation of impairment provisions

Impairment provision reflects the management's estimate of for loans and advances to customers both on an

expected losses based on the portfolios of loans and individual and collective basis.

advances to customers at the reporting date. .
P 9 - We also independently evaluated the

The measurement of expected credit losses of a financial appropriateness of management’s judgements
instrument is carried out in a way that reflects: an unbiased regarding the calculation methodology and inputs
and probability weighted amount that is determined by about past events, current conditions and forward-
evaluating a range of possible outcomes, time value of looking information to calculate the probability of
money and all reasonable and supportable information about default, as well as the recoverable amounts and
past events, current conditions and forecasts of future collateral value.

conditions by reference to all reasonable and supportable

information, including that which is forward-looking. - We have conducted a selective test of assumptions

underlying the calculation of impairment and its

Identifying whether there has been a significant increase in guantification, including the analysis of the

credit risk, impairment and determining the recoverable borrowers’ financial position, forecasts about future
amount involves certain assumptions and analysis of cash flows and collateral measurement. For loan
different factors, including the borrower's financial position, impairment provisions that showed no individual
expected future cash flows, observable market prices, fair indications of impairment, we tested the models
value of collateral. and inputs used in those models, as well as their

. . mathematical accuracy.
The use of different models and assumptions can lead to y

different outcomes in provisioning for impairment losses on We identified no material mismatches as a result of these
loans and advances to customers. tests.

Other information

Management is responsible for the other information. The other information includes information set out in the
Management Report for 2019, prepared in accordance with the Law of Ukraine “On Accounting and Financial
Reporting in Ukraine” and other applicable laws and regulations, and the information set out in the Annual
Information of the Securities Issuer for 2019, which includes a statement of corporate governance as part of the
management report, in accordance with the Law of Ukraine “On Securities and Stock Market”, but does not
constitute the financial statements and our auditor's report thereon.

Our opinion on the financial statements does not cover the other information and we will not express any form of
assurance conclusion thereon.
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In connection with our audit of the financial statements, our responsibility is to read the other information identified
above 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 on the other information that we obtained prior to the date of this auditor's
report, 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.

Responsibility of management and those charged with governance for financial statements

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

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

Those charged with governance are responsible for overseeing the Bank’s financial reporting process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with International Standards on Auditing (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. In addition, we:

- 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 override of internal controls;

- 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 Bank'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 statement or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor's report. However, future events or conditions
may cause the Bank to cease to continue as a going concern;
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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 communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

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

Report on Other Laws and Regulatory Requirements

Other information required by Article 14 of the Law of Ukraine "On the Audit of Financial Statements and
Auditing Activities"

In accordance with Article 14 of the Law of Ukraine "On the Audit of Financial Statements and Auditing Activities",
we present in our independent auditor's report the following information required in addition to the International
Standards on Auditing:

Appointment and audit duration

We were appointed as auditors by decision of the Supervisory Board of the Bank No. 40 dated 26 September 2019
to conduct a statutory audit of the Bank's financial statements for the year ended 31 December 2019. The period of
total uninterrupted statutory audit of the Bank's financial statements, including the previous renewals and
reappointments, is 2 years.

Non-audit services and auditor independence

We confirm that, to the best of our knowledge and belief, we have not provided any illegal non-audit services to the
Bank or to any of its controlled entities in accordance with part 4 Article 6 of the Law of Ukraine “On the Audit of
Financial Statements and Audit Activities”. We, including our key audit partner, were independent in relation to the
Bank as part of the audit.

We have provided to the Bank or its controlled entities the following services, other than statutory audit services,
that were not disclosed in the financial statements or in the Management Report: assessment of the quality of the
Bank’s assets and collateral adequacy on lending transactions as at 1 January 2019 within the requirements of the
Terms of Reference to assess the resilience of the Ukrainian banks and banking system approved by Resolution of
the Management Board of the National Bank of Ukraine No. 97-PLU dated 5 February 2019.

Consistency of the audit report with the additional report to the Audit Committee

We confirm that our audit opinion on the financial statements set out in this report is consistent with the additional
report to the audit committee.

Consistency of the management report with the financial statements

Based on the results of work performed during the audit and taking into account the obtained knowledge and
understanding of the Bank's activities and operating environment, in all material aspects:
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- management report of the JSC “CB GLOBUS” for 2019, which includes the statement of corporate
governance as a separate section, was prepared in accordance with the Law of Ukraine “On Accounting
and Financial Reporting in Ukraine”, “Guidance on the Procedure for the Preparation and Publication of the
Financial Statements of Ukrainian Banks” approved by Resolution No. 373 of the National Bank of Ukraine
(NBU) as of 24 October 2011 and other applicable laws and regulations and the information illustrated in
the management report is consistent with the financial statements;

- we identified no material misstatements in the management report.
Explanations of the audit effectiveness in identifying violations, in particular, those related to fraud
The purpose of our audit with regard to fraud was to identify and assess risks of material misstatements due to
fraud, to obtain sufficient appropriate audit evidence on the assessed risks of material misstatement due to fraud

through appropriate audit procedures responsive to those risks and to take necessary measures regarding the
actual and suspected cases of fraud identified during the audit. However, the main responsibility for preventing and

identifying fraud lies with those charged with governance and management of the Bank.

Identification and assessment of potential risks related
to violations

Actions responsive of assessed risks

In identifying and assessing the risks of material
misstatement with regard to identifying violations, in
particular, those related to fraud and non-compliance with
laws and regulations, our procedures included, among
others, the following:

- inquiries to the management and those charged
with governance, including the receipt and review of
supporting documentation on the Bank's policies
and procedures with regard to:

- identification, evaluation and compliance
with laws and regulations and availability
of records about any instances of their
violation;

- identification and response to risks of fraud
and availability of records about any
factual, suspected or anticipated fraud;
and

- internal controls implemented to reduce
risks related to fraud or non-compliance
with laws and regulations.

- discussions between audit team members with a
particular emphasis on how and where the financial
statements of the Bank may be susceptible to
material misstatement due to fraud, including how
fraud might occur. As part of this discussion, we
identified a potential fraud with regard to the
following: income recognition, management override
of controls; and

- obtaining an understanding of laws and regulations
that apply to the Bank and constitute a regulatory
framework for its operations. At the same time,
special attention was given to those laws and
regulations that directly affected the financial
statements or which had a fundamental impact on
the Bank's operations. Key laws and regulations
that we considered in this context included the Law
of Ukraine “On Banks and Banking Activities” and

As a result of our risk identification and assessment
procedures, we have not identified any matters related to the
risk of fraud or non-compliance with laws and regulations that
could be used as key audit matters.

Our procedures in response to other identified risks, among
others, included the following:

- review of disclosures to financial statements and
testing of supporting documentation in order to
assess compliance with the applicable laws and
regulations set out in this section;

- inquiring from management and those charged with
governance and internal legal professionals with
regard to the existing and potential lawsuits and
claims;

- performance of analytical procedures to detect any
unusual or unexpected relationships that might point
to risks of material misstatements due to fraud;

- familiarisation with the meeting minutes of those
charged with governance and review of internal
audit reports;

- testing the compliance of accounting information
and adjustments; assessment of whether
judgements and decisions made by the
management in determining accounting estimates
indicate a bias; evaluation of the economic
feasibility of significant transactions that are unusual
or outside the ordinary course of business.

We also communicated relevant identified laws and
regulations and potential fraud risks to all members of the
audit team and remained alert throughout the audit to any
indications of fraud or non-compliance with laws and
regulations.
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Identification and assessment of potential risks related Actions responsive of assessed risks
to violations

regulations of the National Bank of Ukraine on
licensing and prudential supervision, Law of Ukraine
“On Securities and Stock Market” and applicable
regulations of the National Securities and Stock
Market Commission, Law of Ukraine “On Financial
Services and State Regulation of the Financial
Services Markets”.

Other matters

Based on the results of work performed during the audit and taking into account the obtained knowledge and
understanding of the Bank's activities and operating environment, in all material aspects:

- theinformation illustrated in the corporate governance report as part of the Management Report of JSC “CB
GLOBUS” for 2019 in accordance with paragraphs 1-4 part 3 Article 40! of the Law of Ukraine “On Securities
and Stock Market” was prepared in accordance with the Law of Ukraine “On Securities and Stock Market”
and other applicable laws and regulations is consistent with the financial statements;

- in our opinion, the statement of corporate governance as part of the Management Report of the JSC “CB
GLOBUS” for 2019, which is responsibility of the Bank’s management, presents all the information required
by paragraphs 5-9 part 3 Article 40! of the Law of Ukraine “On Securities and Stock Market”.

Other laws and regulations

Reporting as required by the Law of Ukraine “On Banks and Banking Activities” and “Regulation on the
Procedure for a Bank to Submit an Audit Report on the Findings of the Annual Audit of Financial Statements
to the National Bank of Ukraine” approved by the Resolution of the National Bank of Ukraine No. 90 dated
2 August 2019

According to the Law of Ukraine “On Banks and Banking Activities” and requirements of the Regulation on the
Procedure for a Bank to Submit and Audit Report on the Findings of the Annual Audit of Financial Statements
approved by the Regulation of the National Bank of Ukraine No. 90 dated 2 August 2019, the audit report shall also
contain information (assessment) on:

1) the compliance (fair presentation) of information about the allocation of the bank's assets and liabilities by
maturities in a file with figures from the statistical report A7X “Information about the structure of assets and liabilities
by periods”, which the bank prepares and submits to the National Bank of Ukraine, as at 1 January in the year after
the reporting year.

2) the bank's compliance with regulations imposed by the National Bank of Ukraine with regard to:

- internal controls;

- internal audit;

- identification of the credit risk exposure for asset-side banking transactions;

- recognition of parties related to the bank and descriptions of transactions with them;

- adequacy of the Bank's capital that should be determined by reference to the quality of the bank's assets;
- accounting.

The purpose of the audit was to express an opinion that the Bank’s annual financial statements for 2019 present
fairly, in all material aspects, the Bank's financial statements in accordance with the International Financial Reporting
Standards.

Information presented in this report is the result of our procedures conducted as part of the audit of the Bank’s
financial statements for 2019. This information was obtained on the basis of selective testing to the extent necessary
for planning and conducting audit procedures in accordance with International Standards on Auditing.
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This report is intended for the Bank’s management and the National Bank of Ukraine and cannot be used by any
other party. When reviewing this report, the limited nature (as mentioned above) of the procedures for assessing
matters related to the Bank's activities, organisation of its accounting system and internal controls should be also
taken into account.

In addition, it should be considered that the assessment criteria on those matters related to the Bank's operations,
organisation of its accounting system and internal controls can be different from the criteria applied by the National
Bank of Ukraine.

According to the results of our audit procedures within the audit of annual financial statements, we present
information (assessment) on the matters above:

As aresult of audit procedures within the audit of annual financial statements, we did not find evidence of the Bank's
non-compliance with the NBU’s requirements with regard to consistency (fair presentation) of information on
allocation of the Bank's assets and liabilities by maturities in a file that contains figures from the statistical report
A7X “Information about the structure of assets and liabilities by periods”, which the bank prepares and submits to
the National Bank of Ukraine, as at 1 January in the year after the reporting year, i.e. as at 1 January 2019.

The Bank’s compliance with regulations imposed by the National Bank of Ukraine with regard to:
internal control

As a result of audit procedures within the audit of annual financial statements, we found no evidence that the
structure and internal controls of the Bank did not comply with the NBU regulations, in particular, with the Regulation
of the National Bank of Ukraine No. 88 dated 2 July 2019 “On the Approval of the Regulation on Organising Internal
Controls in the Banks of Ukraine and Banking Groups”.

internal audit

In our opinion, at the time of the audit, the Bank's internal regulatory documents on internal audit procedures are in
line with the NBU regulations, in particular, the Resolution of the National Bank of Ukraine No. 311 as of 10 May
2016 “On the Approval of the Regulation on Organising the Internal Audit in Banks of Ukraine”. Internal audit
procedures are conducted in accordance with the Bank's internal regulations.

insofar as determining the size of the credit risk on asset-side banking transactions

The Bank calculated the credit risk amount as at the reporting date in accordance with the NBU’s regulations,
including the Regulation on Determining the Size of the Credit Risk on Asset-side Banking Transactions approved
by the Resolution of the NBU Board No. 351 as of 30 June 2016 (hereinafter — NBU Resolution No. 351).

As a result of audit procedures within the audit of annual financial statements, we did not identify any departures
from the credit risk calculation made by the Bank as at 31 December 2019. We have identified a necessity to
increase the credit risk as at 31 December 2019 by UAH 10,661.6 thousand. Furthermore, the provision for lending
transactions should be increased by UAH 18,964.7 thousand. Management of the Bank agreed with the auditor's
opinion and made a respective adjustment. The Bank recognises the provision for lending transactions in its financial
statements in full.

identification of parties related to the Bank and related-party transactions

As a result of audit procedures, we did not find any evidence of non-compliance of the Bank's risk management
system with regard to related-party transactions, procedures for identifying parties related to the Bank and related-
party transactions with the NBU regulations. During our audit, we identified no violations of regulations applicable
to related-party transactions.

adequacy of the Bank's capital that should be determined by reference to the quality of its assets

The Bank’s share capital as at 31 December 2019 is adequate and accounts for UAH 300,000 thousand. (refer to
Note 24 Share capital and issue profit/loss (share premium)).

The Bank's regulatory capital as at 31 December 2019 according to the Bank amounts to UAH 338,335 thousand,
which is in line with the NBU's regulations (refer to Note 31 Capital management). Information identified above
should be considered in increasing the credit risk amounts and provision for lending transactions.

accounting
The Bank's accounting system is in line with the NBU's regulations and the Bank's accounting policies.
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The reporting required by “Requirements to an Audit Opinion Submitted to the National Securities and
Stock Market Commission for Obtaining a Licence to Conduct Professional Activity on the Securities
Market” approved by the Decision of the National Securities and Stock Market Commission No. 160 as of
12 February 2013.

In accordance with the Requirements to an Audit Opinion Submitted to the National Securities and Stock Market
Commission for Obtaining a Licence to Conduct Professional Activity on the Securities Market approved by the
Decision of the National Securities and Stock Market Commission (hereinafter - NSSMC) No. 160 as of 12 February
2013, we present the following information and conclusions:

main information about the Bank
full name — JOINT STOCK COMPANY “COMMERCIAL BANK GLOBUS”

legal entity’s identification code in the Unified State Register of Enterprises and Organisations of Ukraine specified
in the Unified State Register of Legal Entities and Individual Entrepreneurs and Public Organisations — 35591059

location — 19/5, Kurenivskyi Lane, 04073, Kyiv, Ukraine
Date of state registration — 29 November 2007
principal activity — other types of monetary intermediation

date of changes to constituent documents — the Bank’s Articles of Association as amended and approved by
Shareholder’s Decision No. 3 dated 4 December 2019 and as agreed by the NBU on 27 December 2019.

list of participants (shareholders) (individuals — last name, first name and patronymic; entities — name, form of
incorporation, location), who own 5% of shares (interest) or more as at the date of the audit opinion with an indication
of the actual quantity of shares — LLC “Ukrainian Media Technologies”, Ukraine, — 100% in share capital.

compliance of the equity size presented in the applicant's financial statements for the last reporting period preceding
the licence application date with the applicable regulations of the Commission

The Bank’s equity in accordance with the financial statements as at 31 December 2019 amounts to UAH 325,496
thousand. The size of the Bank’s regulatory capital is in line with the NBU’s regulations. According to audit findings,
the Bank's capital meets the regulations of the NSSMC.

compliance of the share capital with constituent documents

The Bank’s share capital as at 31 December 2019 is in line with the constituent documents of the Bank and amounts
to UAH 300,000 thousand.

formation and payment of the share capital (fully or partially paid, documents (specifying the name, date, number)
that were used to form an audit opinion). If the share capital is not fully paid, the paid and unpaid amounts are to be
specified.

The Bank’s registered and fully paid (in cash) share capital as at 31 December 2019 amounts to UAH 300,000
thousand.

Information about the formation and payment of the Bank's share capital:

- payment order no. 1 dated 12/02/2019 in the amount of UAH 75,000,000 (Minutes of the Founders Meeting dated
22 January 2017);

- payment order no. 1 dated 28/05/2008 in the amount of UAH 85,000,000 (contract no. 2-EM dated 27/05/2008);

- payment order no. 12 dated 23/08/2016 in the amount of UAH 140,000,000 (purchase and sales contract no. E-
1/16 dated 23/08/2016).

the applicant’s lack of overdue obligations to pay taxes (presence/absence of a tax debt) and duties, unpaid
penalties for violating the legislation related to financial services, including those provided on the securities market

As at 31 December 2019, the Bank has no overdue obligations to pay taxes and duties, as well as obligations to
pay penalties for violating the legislation on financial services, including those provided on the securities market.

the uses of cash not contributed to form the share capital of the entity, which, according to its Articles of Association,
intends to carry out a professional activity on the securities market from the date of inception of or changes in the
Articles of Association with regard to the entity’s principal activity.
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According to the Bank's information, all contributions into the Bank’s share capital were used for statutory activities.
the applicant's related parties identified as such by the auditor during the audit of financial statements

During the audit of financial statements, we identified no related parties that were not identified by the Bank or any
respective related-party transactions that were not disclosed in Note 39 Related-party transactions.

the existence and volume of contingent assets and/or liabilities, the recognition of which is probable

During the audit of financial statements, we did not identify any contingent assets and/or liabilities, the recognition
of which is probable, other than those stated by the Bank in Note 36 Contingent liabilities of the Bank

events after the balance sheet date that were not disclosed in the financial statements but can have a significant
effect on the applicant’s financial position

During the audit of financial statements, we did not identify any events after the balance sheet date that were not
disclosed in the financial statements but may have a significant effect on the Bank’s financial position. (refer to Note
40 Subsequent events)

existence of other facts and circumstances that can have a significant effect on the applicant’s future operations
and assessment of its extent

Based on our audit findings, we did not identify any facts or circumstances other than those specified in the
Emphasis of matter section of the Report on the Audit of Financial Statements that can have a significant effect on
the Bank’s future operations.

More specifically, the composition and structure of the Bank’s financial investments do not, in our opinion, pose a
threat to the Bank’s future operations.

As at 31 December 2019, the composition and structure of financial investments of the Bank is represented by
investments in certificates of deposit of the National Bank of Ukraine at the carrying amount of UAH 778,003
thousand and domestic government loan bonds at the carrying amount of UAH 764,115 thousand (refer to Note 7
Investments in securities)

other financial information in accordance with the law

Our audit of the Bank's financial statements did not apply to any other financial information under the law, other than
that presented in the Bank's financial statements for 2019 and that illustrated in this section of our report with regard
to other laws and regulations.

main information about the terms and conditions of the audit contract
date and number — No. 173/19 dated 17 October 2019

audit start and completion dates — 15 November 2019 and 30 April 2020.
Key audit partner

The Audit Engagement Partner is Gagik Nersesian.

General Director
BAKER TILLY UKRAINE LLP Oleksandr Pochkun
Auditor registration number in the Register of Auditors and Auditing Entities: No. 100810.

Partner
BAKER TILLY UKRAINE LLP Gagik Nersesian
Auditor registration number in the Register of Auditors and Auditing Entities: No. 100799.

29 May 2020
Kyiv, Ukraine
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Main information about the audit firm

Full name: Limited Liability Company "BAKER TILLY UKRAINE”.

Location: office 9, 3, Hrekova St., 04112, Kyiv

Actual address: 28, Fizkultury St., 03150, Kyiv

Registration number in the Register of Auditors and Auditing Entities: No. 2091.
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