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Benchmark
Adviser
Original Date
Revised Date
Date Completed
Status

Legal Framework Evaluation
Fralin
Various

Ongoing
Short-term advisor approved and arrived 1-29-01.  The advisor will spend up to four months in country in several trips.  This first segment is for three weeks and will concentrate on the bankruptcy of banks law.  We are cooperating with the  judge heading a task force to rewrite bankruptcy laws including the one on banks. His first draft has been received and legal advisor is working with CBA legal department in comparing its draft with the one from the task force.  This is a high priority for CBA and schedule calls for final draft to be submitted to national legislature in early March.  Legal advisor will evaluate and make recommendations on other banking laws in subsequent trips.

Draft Core Chapters of Supervisory Manual
Ruder/Gilbert
03-15 to 09-30

Ongoing
All nine chapters of the manual were completed in July, translated, and delivered to BSD for review and changes to ensure that it is Armenia specific.  That review is still underway with completion unknown.  When it is the manual will be distributed to all BSD staff.  Training classes on the manual began July 31 and will be ongoing until all chapters are covered and all BSD staff exposed to its content.  Classes are one hour twice a week.    

Advisor has met with BSD director on this matter and urged his review of the manual.  Advisor has agreed to go through it by section with him in preparation for a meeting with the CBA chairman.  This will be the first step in securing board approval for its adoption.  This has not happened, however.  Advisor continues to push for dates, but thus far without success.  This is a major goal of the project as it would change the CBA’s fundamental approach to supervision that would include subjectivity and judgment.  A new director on the CBA board now provides oversight for bank supervision and has expressed interest in seeing the manual process move forward.  He has asked for a copy of it.  Efforts to move this process forward will continue.  

Onsite
Fralin
06-01

Ongoing
The first onsite advisor observation and critique was performed in April, 2000.  The critique of that work was completed and submitted on 12-19-00.  A second onsite presence by the advisor commenced on 10-11-00 and concluded on 11-9-00.   Critique of that report and work along with recommended changes is scheduled for completion by 3-31-00. As reported last month considerable comment has been provided on loan analysis. Credit assessment project initiated by CBA board is moving forward with the help and input of BSD finally being discussed on 1-31-01.  Meetings were held this month with directors and additional information was provided.  IMF advisor and myself completed the operational/timeline plan and subsequently added expected outcomes.  The new board member is also interested in this process and has promised support.  He has indicated a need for the advisor to participate in examinations of larger and problem banks.  The head of onsite requested a meeting this month at which he described the need for working with him and his staff on development of better examination techniques including credit analysis and development of an examination manual using the one provided him by the advisor as a model.  He is to provide a list of critical areas.



Accounting Reform/Offsite surveillance
Gilbert/Gordon
N/A
Ongoing
Ongoing
Short-term advisor approved and is scheduled to arrive in country in early March.  Total time allotted for the year is four months.  He will work with CBA accounting department on a new policy manual and render advice to it and the supervision department on procedures, chart of accounts, international accounting standards and other matters as needed.  No work is scheduled for offsite surveillance under the workplan for the remainder of this contract.

Problem Bank Management and Supervisory Responses
Fralin/Gilbert
N/A
Ongoing
Ongoing
The advisor has not done any further substantive work in these areas other than follow up on establishing a problem bank unit.  BSD is in process of reorganizing the department and the new unit is scheduled to be part of those changes.  Further work will be done on supervisory responses in April.  The legal advisor also plans to suggest needed changes in laws and normatives to institute cease and desist powers and corrective plans.  BSD Director asked the advisor for his advice on a problem bank situation which has been rendered.

Comment s on revisions of due dates
No due dates were revised.

Outside Contacts
Name
Affiliation
Time spent


IMF Assessment Team
IMF/World Bank
6 hours


Joseph Courtright
IMF 
30 hours


Weekly meetings
USAID
6 hours


Hovhannes Manukyan
Armenian Judge
1 hour


USAID Team
USAID – Presentation on new Financial Analysis System
1 hour


Haikanush Bagratunyan
USAID
1 hour


F. Lee Stafford
The Stafford Group
1 hour

Additional assistance requested or furnished
Additional assistance has been requested for a short-term legal advisor and an accounting advisor to review and assess legal  framework and provide accounting technical assistance.  Legal portion is underway.

Other comments
 In addition to the meetings above, eight meetings were held with counterpart, two meetings with directors, two meetings with the full CBA board, four meetings with BSD staff and one meeting with legal department.  The meetings totaled 18 hours.  Three training sessions were held totaling three hours.  Comments were provided on Proposed Changes to the Order on Classifications (2 papers), Remarks to the CBA board at the Conference on Bank Supervision.  The minutes from that meeting written by the board secretary are also attached.  One monthly report prepared and submitted.

Significant events of the month included the aforementioned conference, the beginning of the legal evaluation, and the moving forward of the credit assessment project.  Regarding the latter, the first major meeting with BSD on the project was held 1-31and Director Davtyan pledged his support, but all details for carrying it out have not been finalized.  Some misunderstandings remain to be worked out in a subsequent meeting.  The project is joint with the IMF advisor and we are scheduled to begin our assessment work the week of February 5.  This project could be a significant step in moving CBA’s credit assessment approach toward one of sound analysis using judgment based on sound lending principals and procedures.

The supervision conference was a rather historic event according to long time CBA employees who could not remember such a conference in the past.  It was prompted by the critique and observations written by the advisor on an onsite examination and by IMF negotiations for a new three-year credit facility.  The minutes of the meeting written by the board secretary reflect some significant statements that signify movement toward a new stage in supervision.  This is most encouraging and the credit assessment project appears to be the first step.  
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Armenia Bank Supervision Project

Benchmark
Adviser
Original Date
Revised Date
Date Completed
Status

Legal Framework Evaluation
Fralin, Gegenheimer
4th Quarter 2000
1st Quarter 2001
Ongoing.  First segment completed 2-16-01
Short-term advisor completed his first three-week visit on 2-16-01.  The next visit will be in April or May.  The first segment concentrated on the bankruptcy of banks law and advisor completed the draft on 2-15-01. Advisor received excellent cooperation from CBA legal department which  completed details of the draft  and gave it to the CBA chairman and board members on 2-27-01.  This is a high priority for CBA and schedule calls for final approval by the CBA board in March.  It will then be  submitted to the government for approval prior to going  to the national assembly.  Legal advisor began work on other banking laws which will continue in subsequent trips.  Advisor is continuing meetings with legal department to monitor progress.

Draft Core Chapters of Supervisory Manual and Adoption of Manual
Ruder/Gilbert/Fralin
03-15 to 11-30
February 2002
Ongoing
All nine chapters of the manual were completed in July, translated, and delivered to BSD for review and changes to ensure that it is Armenia specific.  Training classes on the manual began July 31 and will be ongoing until all chapters are covered and all BSD staff exposed to its content.  Classes are one hour twice a week.    

The new director on the CBA board who now provides oversight for bank supervision and has expressed interest in seeing the manual process move forward.  He has a copy  and advisor has discussed it with him.  He has agreed to work with advisor in getting it presented to the CBA board.  Efforts to move this process forward will continue.  

Onsite
Fralin
06-01

Ongoing
The first onsite advisor observation and critique was performed in April, 2000.  The critique of that work was completed and submitted on 12-19-00.  A second onsite presence by the advisor commenced on 10-11-00 and concluded on 11-9-00.   Critique of that report and work along with recommended changes is scheduled for completion by 3-31-00.  Considerable comment has been provided on loan analysis. Credit assessment project initiated by CBA board began 2-26-01 with the first visit to a bank for loan review.  The head of onsite and advisor agreed on a workplan to provide ongoing critique of examination reports, development of an onsite procedures manual, revising report format, and training in credit analysis and report writing.  



Accounting Reform/Offsite surveillance
Gilbert/Gordon/Fralin
N/A
Ongoing
Ongoing
Short-term advisor approved and is scheduled to arrive in country within the next two months.  Total time allotted for the year is four months.  Short-term advisor will work with CBA accounting department on a new policy manual and render advice to it and the supervision department on procedures, chart of accounts, international accounting standards and other matters as needed.  No work is scheduled for offsite surveillance under the workplan for the remainder of this contract.

Problem Bank Management and Supervisory Responses
Fralin/Gilbert/Wilson
N/A
Ongoing
Ongoing
The advisor has not done any further substantive work in these areas other than follow up on establishing a problem bank unit.  BSD wants to reorganize the department and the new unit is scheduled to be part of those changes.  Advisor has obtained the supervisory response to the second onsite examination in which he participated.  Comment will be made on this in the critique of that examination.  Further work will be done on supervisory responses in April.  The legal advisor also plans to suggest needed changes in laws and normatives to institute cease and desist powers and corrective plans.  





























Comment s on revisions of due dates
No due dates were revised.

Outside Contacts
Name
Affiliation
Time spent


Paul Tumminia
US Exim Bank
1 hour


Joseph Courtright
IMF 
28 hours


Weekly meetings
USAID
6 hours


Hovhannes Manukyan
Armenian Judge
5 hours (two meetings)


USAID and US Embassy briefing
US ambassador and staff
1 ½ hours


Haikanush Bagratunyan
USAID
2 hours (two meetings)


Dan Fitzpatrick
IBTCI
1 hour

Additional assistance requested or furnished
Additional assistance has been requested for a short-term legal advisor and an accounting advisor to review and assess legal  framework and provide accounting technical assistance.  Legal portion is underway with first segment completed.

Other comments
 In addition to the meetings above, six meetings were held with USAID officials Laurie Landy and Barry Primm totaling six hours.  A on-hour meeting was held with Dan Bosco of Chemonics.  Two meetings were held with counterpart, eight meetings with CBA chairman and board members, two meetings with the full CBA board, eight meetings with BSD staff, four meetings with legal department regarding bankruptcy law and one meeting with head of CBA accounting.  The meetings totaled 20 hours.  Three training sessions were held totaling three hours.  Comments were provided on Proposed Amendments to Regulation 1, remarks to the CBA board on workplan, and Comments on CBA Loans to Banks.  One monthly report prepared and submitted.

Significant events of the month included the beginning and completion of the first segment of the legal evaluation with the draft of the new bankruptcy law completed and in the hands of the CBA board, the start of the credit assessment project with a visit to the first bank, and the development of a workplan with the head of Onsite for significant future work. 
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Armenia Bank Supervision Project

Benchmark
Adviser
Original Date
Revised Date
Date Completed
Status

Legal Framework Evaluation
Fralin, Gegenheimer
4th Quarter 2000
1st Quarter 2001
12-31-01.  First segment completed 2-16-01
Short-term advisor completed his first three-week visit on 2-16-01.  The next visit will be in April or May.  The first segment concentrated on the bankruptcy of banks law and advisor completed the draft on 2-15-01. Advisor received excellent cooperation from CBA legal department which  completed details of the draft  and gave it to the CBA chairman and board members on 2-27-01.  This is a high priority for CBA and schedule calls for final approval by the CBA board in March.  The board discussed the draft on 3-13-01 and several changes are being drafted.  Once approved, it will be submitted to the government for approval prior to going to the national assembly.  Legal advisor began work on other banking laws which will continue in subsequent trips.  Advisor is continuing meetings with legal department to monitor progress.

Draft Core Chapters of Supervisory Manual and Adoption of Manual
Ruder/Gilbert/Fralin
03-15 to 11-30
February 2002
Ongoing
All nine chapters of the manual were completed in July, translated, and delivered to BSD for review and changes to ensure that it is Armenia specific.  Training classes on the manual began July 31 and will be ongoing until all chapters are covered and all BSD staff exposed to its content.  Classes are one hour twice a week.    

The new director on the CBA board who now provides oversight for bank supervision and has expressed interest in seeing the manual process move forward.  He has a copy  and advisor has discussed it with him.  He has agreed to work with advisor in getting it presented to the CBA board.  Efforts to move this process forward will continue.  

Onsite
Fralin
06-01

Ongoing
The first onsite advisor observation and critique was performed in April, 2000.  The critique of that work was completed and submitted on 12-19-00.  A second onsite presence by the advisor commenced on 10-11-00 and concluded on 11-9-00.   Critique of that report and work along with recommended changes completed on  3-20-01and is attached.  Considerable comment has been provided on loan analysis. Credit assessment project initiated by CBA board began 2-26-01 with the first visit to a bank for loan review.  Three banks have been completed.  The head of onsite and advisor agreed on a workplan to provide ongoing critique of examination reports, development of an onsite procedures manual, revising report format, and training in credit analysis and report writing.  



Accounting Reform/Offsite surveillance
Gilbert/Gordon/Fralin
4th Quarter 2000
2nd Quarter, 2001
12-31-01
Short-term advisor approved and is scheduled to arrive in country 4-15-01.  Total time allotted for the year is four months.  Short-term advisor will work with CBA accounting department on a new policy manual and render advice to it and the supervision department on procedures, chart of accounts, international accounting standards and other matters as needed.  No work is scheduled for offsite surveillance under the workplan for the remainder of this contract.

Problem Bank Management and Supervisory Responses
Fralin/Gilbert/Wilson
N/A
Ongoing
Ongoing
The advisor has not done any further substantive work in these areas other than follow up on establishing a problem bank unit.  BSD wants to reorganize the department and the new unit is scheduled to be part of those changes.  Advisor commented on the supervisory response to the examination critique just completed.  Further work will be done on supervisory responses in April.  The legal advisor also plans to suggest needed changes in laws and normatives to institute cease and desist powers and corrective plans.  





























Comment s on revisions of due dates
 Due dates revised to coincide with workplan and to reflect actual events.

Outside Contacts
Name
Affiliation
Time spent


American Chamber of Commerce
Presentation on project
2 hours


Joseph Courtright
IMF 
20 hours


Weekly meetings
USAID
2 hours


Keith Simmons
USAID Chief of Mission briefing
1 hour


Haikanush Bagratunyan
USAID
 ½ hour


US Treasury Debt Management Luncheon
US Treasury
1 ½ hours






Additional assistance requested or furnished
Additional assistance has been requested for a short-term legal advisor and an accounting advisor to review and assess legal  framework and provide accounting technical assistance.  Legal portion is underway with first segment completed.

Other comments
 In addition to the meetings above, three meetings were held with counterpart, five meetings Board Member Javadyan, two meetings with the full CBA board, four meetings with BSD staff, two meetings with legal department regarding bankruptcy law.   The meetings totaled 14 hours.  22 hours were spent in five banks on the credit assessment program.  Five training sessions were held totaling five hours.  One monthly report prepared and submitted.

The most significant event of the month was the change in counterparts for the advisor.  Advisor was informed on 3-15 by Board Member Javadyan that the chairman had informed him that effective immediately he was to coordinate the work, receive reports and be the responsible contact person for advisors.  This includes providing data and access to facilitate the work of advisors.  This move is viewed positively.

This report represents the end of the second quarter for the current year workplan.  Completion of deliverable benchmarks under the plan is as follows:

ONSITE

· Participate in 1 onsite targeted examination segment – Completed with participation in 3 targeted examinations in conjunction with the Credit Risk Assessment Program.  On the job training provided during the examinations.  

· Test changes to improve pre-planning examination process –  Test was done, but no changes have been made.

· Written critique of prior quarter examination report – Completed on 3-20-01 and is attached.  Comments included examination pre-planning, needed policy changes, and numerous other recommendations.

· Develop a workplan with Head, Onsite Division – Completed

· Initiate credit risk assessment program in cooperation with IMF Advisor – Completed  on 2-26-01 with start of first bank.  Three banks now completed.

SUPERVISORY POLICY MANUAL AND HUMAN RESOURCES

· Training in new bank supervision policies – 8 sessions/quarter – Completed with 11 classes taught

· Board consideration of key policies – Partially completed through distribution of supervisory policy manual to CBA board and four interpretative sessions with Director Javadyan in preparation for advisor presentation and discussion with chairman and board.  The critique of the last examination will lay the groundwork for this discussion.

· Provide written and verbal comments on strategic and policy issues – Completed.  Four papers plus the examination critique were provided on strategic and policy areas including the new Order on Classifications adopted by the board and CBA Loans to Commercial Banks.

PROBLEM BANK MANAGEMENT

· Assist in establishment of problem bank unit – Not accomplished.  Reorganization of the department is on hold by BSD.

LEGAL/REGULATORY FRAMEWORK

· Provide draft on new Law on Bankruptcy of Banks – Completed on 2-15-01 by short-term legal advisor.

As can be seen from the above accounting, all benchmarks were completed except two.  One of those was partially accomplished.
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