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Independent Audtars Repart

To the Management of Moldovan State Tax Service

We have sudited the Project Financial Statements of “Tax Administration Modernization”
Project —financed by International Development Association {"1DA") and International Bank for
Reconstruction and Development ("IBRD"} in accordance with Agreement 5829-MD and
Agreement B825-MD, respectively (“the Project”), which comprise the Balance sheet as at
31 December 2019, the Summary of Sources and Uses of Funds and the Designated Account
Statemnent for the pertod from 01 January 2019 to 31 December 2019 and notes, cornprising
significant accounting policies and other expianatory information {together referred to as "the
Project Financial Statements”).

In our apinion, the accompanying Project Financial Statements are prepsred, in all material
respects, in accordance with the basis of accounting described in Note 2 ta the Project Financial
Statemenis.

We conducted our audit in accordance with International Standards on Auditing {"1SAs"). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for
the Audit of the Project Financial Statermnents section of our report. We are independent of the
Project in accordance with Intermational Ethics Stendards Board for Accountants International
Codle of Fthics for Professional Accouritants (including International Independence Standards)
{"IESBA Code"} together with the ethical requirements that are relevant to our audit of the
Project Financial Statements in Republic of Moldova and we have fulfilled our other ethical
responsibilities in accordance with these requiremeants and the IESBA Code. We believe that
the audit evidence we have obtained is sufficient and anpropriate o provide a basis for our
apinion.
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We draw attention to Note 2 to the Project Financial Statements, which describes the basis of
aceounting. The Project Financial Staternents are prepared solely for the purpose of complying
with the terms of the IDA 5829-MD and IBRD 8625-MD financing agreements signed between
the Government of Republic of Moldova and 1BRD and 1DA on 28 June 2016, As a result, the
Project Financial Statements may not be suitable for ancther purpose.

Cur report is intended solely for the Management of Moldovan State Tax Service. Qur report
should not be used by other parties other than the Management of Moldaovan State Tax Service.
Our cpinion is not maodified in respect of this matter.

Management is responsible for the preparation of the Project Financiat Statements in
accerdance with the basis of accounting described in Note 2 to the Project Financiat
Statements, for the acceptability of the basis of accounting, and for such internal control as
management determines is necessary to enzable the preparation of Project Financial Statements
that are free from material misstatement, whether dus to fraud or error,

In preparing the Project Financial Statements, management is responsible for assessing the
relevance of the going concern basis of accounting, disclosing, as applicable, matters related
10 going concern and using the going concern basis of accounting unless menagement either
intends to liquidate the Project or 1o cease operations, or has no realistic alternative but to do
50.

These charged with governance are responsible for oversesing the Project’s financial reporting
process.

Our objectives are to obtain reasonable assurance sbout whether the Project Financial
Statements as @ whole are free from material misststement, whether due to fraud or error, and
10 issue an guditors’ report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an sudit condugied in accordance with ISAs will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expectad
1o influence the sconomic decisions of users taken on the basis of these Project Financial
Statements.

As part of an gudit in accordance with ISAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

¢ ldentify and assess the risks of material misstatement of the Proiect Financial Statements,
whether due to fraud or errar, design and perform audit procedures rasponsive o 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 resuiting from fraud is higher
than for one resulting from error, as fraud may involve coliusion, forgery, intenticnal
omissions, misrepresentations, or the override of internal control.

e Obtain an undersianding of imernal control relevant to the audht in ordar to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Project’s internal control.
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s Evaluaste the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management,

¢ Conclude, as applicable, on the appropriateness of managemeant’s use of the going
concern basis of accounting and, based on the audit evidence obtained, whether a raterial
uncertainty exists related 1o events or conditions that may cast significant doubt on gaing
concern. If we conclude that s material uncertainty exists, we are required to draw
attention in our auditors’ report to the related disclosures in the Project Financial
Statements or, if such disclosures are inadeguate, to modify our opinion. Qur conclusions
are based on the audit evidence obtained up 1o the date of our auditors’ report. However,
future events or conditions may cause the Project to cease to continue as a going concern.

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

Cur audit work has been undertaken so that we might state to the Management of Moldovan
Stete Tax Service those matters we are required to state 1o them in an auditors’ report and for
no other purpose. To the fullest extent permitted by law, we to not accept or assume
responsibility to anyone other than the Management of Moldovan State Tax Service for our
audit wark, for this report, or for the opinion we have formed.
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KPMG Moldova S.R.L.
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