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Benchmark
Adviser
Original Date
Revised Date
Date Completed
Status








Coordinate with IMF representative regarding bank supervision and establishment of new IMF advisor inside the Central Bank of Armenia.   


Ruder
01-00

01-28-00
Met for 28 hours this month with IMF representative Joe Courtright.  Shared information with him that had been developed by the Bank Supervision Project (BSP), consisting of both written policies and procedures of the Central Bank of Armenia (CBA), and extensive discussions concerning the CBA and Armenian banking sector.

Off-site supervision: determine status of  USAID-funded PETRA project for uniform off-site reporting, and implement coordination efforts with First Irish (USAID contractor).  
Ruder
01-00

01-20-00
Met for 2.5 hours with George Machanyan, Director of CBA IT Department, concerning the progress of the PETRA project.  A report on the status of the PETRA project was prepared, and furnished to local USAID (Attachment 1).  

Conduct Basle Core Principles Assessment of the CBA.  
Ruder/Gilbert/Wilson
02-15-00


Extensive time (160+ hours) spent on developing Basle Core Principles Assessment of the CBA.  This Assessment was done in conformity with the Basle Core Principles Methodology dated October, 1999.  The Assessment was completed on January 24th, and translated into Armenian and presented to the CBA for comment on 2-3-00.  Comments, if any, will be received from the CBA by 2-15-00, changes made to the Assessment as appropriate, and the Assessment then finalized. (attachment 1).

Assist in preparation of Strategic Objectives (SO’s) and measurables for the BSP.
Ruder
01-20-00

Met completion date of 01-20-00.
10 hours spent on analysis of SO’s developed for BSP.  Recommendations made for new methodology for determining progress under SO’s, including analysis of what should be used as baseline data (attachment 2).  This task will continue into February for finalization of the measurables.

Provide technical assistance to US Treasury Department project on money laundering and other financial crimes.
Ruder
01-31-00

Met completion date of 01-31-00.  
Provided analysis of proposed Armenian Criminal Code, with a special emphasis on banking crimes (attachment 3).  This relates directly to Basle Core Principle (CP) 15.  Discussed CP 15 with the Bank Supervision Department (BSD).  Met with Treasury representatives about their efforts in Armenia concerning money laundering and other financial crimes.  Obtained background information on the status of CP 15 inside the CBA.  

Confidentiality Agreement
Ruder/Gilbert/Wilson
01-31-00
02-10-00

10 hours spent preparing confidentiality agreement for CBA’s execution.  Met with Chairman and BSD Director regarding the execution of confidentiality agreement.  This task will continue into early  February as the protocols desired by the CBA continue to be determined by it (attachment 4).  

Enforcement Procedures: Code of Penalties
Ruder
On-going



01-07-00
12 hours spent on: (1) a detailed analysis given  of Code of Penalties (attachment 5) and presence at BSD meetings concerning revision of the Code of Penalties.  

Legal Framework: Bankruptcy Law (Enterprises)
Ruder
01-25-00

01-25-00
3 hours spent on review and analysis of proposed revisions to Armenian legal framework concerning the bankruptcy of physical and legal entities.  This relates to credit analysis and loan classification procedures of the CBA.

Comment on revision of due dates
Reasons for changes to benchmarks:

A decision was made to not have the senior advisor in place during most of the 3rd quarter, which along with other issues impacts completion of the 2 benchmarks listed below.  In addition, assistance to IMF was more time consuming than originally envisioned.  Significant efforts will need to be devoted to development of policies to allow for enforcement of corrective actions in large banks.  Other reasons are explained below.

Quality control: Due to Sr. Advisor’s and DG’s absence, it was not possible to discuss final approval of proposal.  This will be accomplished as soon as possible upon his return.

Information collection: TACIS project dealing with MIS system will not be started until 3rd or 4th quarter and efforts should be coordinated.

Initial meeting with TACIS held on 12-3-99, during their first week onsite.  Follow-up meeting held 12-7-99.

Personnel policy: NBU law makes changes to the status of all NBU personnel.  It brings them under the civil service and its regulations.  NBU is uncertain of impact and time will be required to determine how personnel policies will be impacted by this change.

Outside Contacts
Name
Affiliation
Time spent

For month ending January 31, 1999
Michael Greene, Barry Primm, and Arthur Khachatryan
USAID
10 hours


George Anayiotas
IMF Resident Director
1 hour


Irvin Wells
US Treasury (Law Enforcement)
2 hours


Vazgen Karapteyan
Eurasia Foundation


1 hour


Jeremy Hunt
HSBC Armenia CEO
1 hour


Alan Mattem
Sibley/USAID Info. Coordinator
1 hour


Paul Flipse
EBRD
1.5 hours






Additional assistance requested by CBA


Other comments
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Adviser
Original Date
Revised Date
Date Completed
Status

Develop Outline of Supervisory Manual
Ruder
02-15

02-4
Completed.

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

March: 4 chapters
The first four chapters were drafted in March.  These chapters are on Risk-Based Supervision, CAMELS System, Capital Adequacy; and Asset Quality.

Regulatory Framework: Law on Banks and Key Prudential Regulations  
Ruder

03-24
03-24
A proposal was prepared on strengthening loan to one borrower regulation (attachment).  A proposal was made for amendment of the Law on Banks in this area, and a draft regulation on loan to one borrower rules was drafted and presented to the CBA.

Regulatory Framework: Financial Crimes
Ruder
N/A
3-22
3-22
A two hour training seminar was given to BSD and Legal Department personnel on financial crimes.

A three hour meeting was also held in March with BSD Director Davtyan and U.S. Treasury personnel concerning establishment of a Bank Fraud Task Force.  The first meeting of the Task Force is tentatively scheduled for July.  

A framework for the Task Force was also given to BSD Director Davtyan, including a proposal for different areas of Task Force focus.    

Regulatory Framework:

Deposit Insurance
Ruder
N/A

03-21
An analysis of deposit insurance was given to the CBA, and a framework for consideration of deposit insurance schemes (attachment).

Supervisory Responses: Code of Penalties
Ruder
12-15 to 12-15

03-21
A framework for revising the Code of Penalties was developed and proposed to the CBA (attachment).   The framework is intended to strengthen the enforcement powers of the CBA, and to provide a viable means for conducting enforcement proceedings.   

Supervisory Responses: Microcredit Lenders


Ruder/Gilbert/Wilson
02-15-00


An analysis was furnished on microcredit in the Republic of Armenia, and potential CBA regulation.  





























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

Outside Contacts
Name
Affiliation
Time spent

For month ending March 31, 2000
Michael Greene, Barry Primm, and Arthur Khachatryan
USAID
8 hours


Martin Rumveld
IMF 
2 hours


Irvin Wells/Paul Elledge
US Treasury 
6 hours





















Additional assistance requested or furnished
In late March the CBA requested additional technical assistance in the form of information concerning security issues for payment systems.  Basle Core Principals for payment systems were furnished to the CBA, as well as specific information concerning computer security for payment systems. 

Four hours were spent analyzing and refining the SO’s and LRIR’s for the BSP, culminating in finalization of the methodology to be used for one measurable, elimination of another measurable, and establishment of a new measurable.  

Sixteen hours were spent at the request of the CBA analyzing universal banking systems (as opposed to specialized banking systems), and furnishing a framework for consideration of universal banking schemes (attachment).

Other comments
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Armenia Bank Supervision Project

Benchmark
Adviser
Original Date
Revised Date
Date Completed
Status

Develop Outline of Supervisory Manual




Completed.

Prepare Core Chapters of Supervisory Manual
Gilbert
Various
Jan-May 2000

Core chapters have been drafted and are undergoing translation.
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Armenia Bank Supervision Project

Benchmark
Adviser
Original Date
Revised Date
Date Completed
Status

Develop Outline of Supervisory Manual
Ruder
02-15

02-4
Completed.

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

July, 2000
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 underway with completion estimated in November, 2000.  At that time 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.    

Offsite Surveillance  
Fralin/Gilbert
Ongoing
Ongoing
Ongoing
The new senior advisor has met with the head of the division and had several meetings with various staff discussing offsite work, types of reports received and developed, and began the process of discerning what type of training and further development is needed.  Head of offsite indicated that he desired analysis training for his staff.

Accounting Reform/Offsite surveillance
Gilbert/Gordon
N/A
Ongoing
Ongoing
Evaluation of accounting needs is ongoing and discussions of the diagnostic are continuing to determine next steps.

Supervisory Strategy: Bank Restructuring 
Fralin/Gilbert
N/A
Ongoing
Ongoing
Prepared explanatory report on bank restructuring techniques in developing and transitional countries (attachment 5 in the May report).  This report is being translated.  The new senior advisor was asked to provide comments on establishment of a bank rehabilitation unit within BSD and on a structure for liquidating banks.  These comments are being prepared for delivery in early August.  A manual for closing and liquidating banks was given to BSD in July.  This manual is a practical, step-by-step document.





























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

Outside Contacts
Name
Affiliation
Time spent

For month ending July 31, 2000
Michael Greene,  Arthur Khachatryan, and Laurie Landy
USAID
10 hours


Joseph Courtright
IMF 
24 hours


Masoud Keyan
Hagler Bailly 
4 hours


Barents/USAID Bank Supervision Conference, Warsaw, Poland on July 6-8
Various
 72 hours


Garbis Iradian
IMF – New  resident representative
1 hour











Additional assistance requested or furnished
The new senior advisor for the project, L. Wayne Fralin, arrived in Yerevan on July 1, 2000.  He has been able to establish weekly meetings with his counterpart, the director of bank supervision, and has held numerous meetings with his staff both at  the senior and junior level.  

Other comments
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Armenia Bank Supervision Project

Benchmark
Adviser
Original Date
Revised Date
Date Completed
Status

Legal Framework Evaluation
Fralin
Various

Ongoing
Project Manager has secured short-term advisor for six weeks of onsite work scheduled to begin early in first quarter 2001.  Advisor has gathered copies of all laws and background documents which have been submitted to Project Manager for preparatory work. 

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 underway with completion estimated in November, 2000.  At that time 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 is a major goal of the project as it would change the CBA’s fundamental approach to supervision that would include subjectivity and judgment.  

Onsite
Fralin
06-01

Ongoing
The first onsite advisor observation and critique was performed in April, 2000.  The critique of that work is scheduled for completion by 12-31-00.  A second onsite presence by the advisor commenced on 10-11-00 and is presently ongoing.  Critique of that report and work along with recommended changes is scheduled for completion by 3-31-00.  A third onsite presence is tentatively scheduled for 4th quarter 2001. 

Accounting Reform/Offsite surveillance
Gilbert/Gordon
N/A
Ongoing
Ongoing
Proposal for work has been submitted by chief of CBA accounting and reviewed by Advisor Gordon who also submitted a proposed terms of reference for the work.  These documents plus background material have been submitted to Project Manager who is in process of securing a short-term advisor to commence onsite work in November 2001.

Problem Bank Management and Supervisory Responses
Fralin/Gilbert
N/A
Ongoing
Ongoing
Comments from the last month’s report are still relevant.  The advisor has not done any further substantive work in these areas other than follow up if problem bank unit is still on track.  Latest indication is that it is still scheduled to be implemented 1-1-01.  BSD has announced some organizational changes effective 12-31-00 and the new unit may be part of those changes.  Other than follow up or on request from BSD, the advisor does not plan to do further substantive work until after 1-1-01 because of other priorities and time constraints.





























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

Outside Contacts
Name
Affiliation
Time spent

For month ending October 31, 2000
Barry Primm
USAID
1 hour


Joseph Courtright
IMF 
16 hours


Weekly meetings
USAID
6 hours


Martin Slough
World Bank
½ hour


George Gianaris
US Treasury Debt Management
½ hour


Bill Gardener
Barents
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.   Short-term Advisor Wilson was here for two weeks during the month.  

Other comments
In addition to meetings noted above, regular meetings were held throughout the month with counterpart.  These totaled five hours.  Six other meetings were held with his staff totaling eight hours.  Nine training sessions were held totaling nine hours.  Comments were provided on Securities Purchased under Repurchase Agreement (attached).  A developed onsite manual was adapted and is ready to be translated.  A US live report of examination was translated and given to the Methodology division for review.  Discussion will follow later.  The workplan for the second year was completed and submitted on time to AID.  Interviews began 10-31 for replacement for office manager/translator.  Selection to be made by 11-10 with a start date of 11-27 for overlap time.  Ani’s last day is 12-8.  
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Armenia Bank Supervision Project

Benchmark
Adviser
Original Date
Revised Date
Date Completed
Status

Legal Framework Evaluation
Fralin
Various

Ongoing
Approval of short-term advisor is in final stages.  If approved, the advisor will spend up to four months in country in two trips.  It is scheduled to begin early in first quarter 2001.  Advisor has gathered copies of all laws and background documents which have been submitted to Project Manager for preparatory work. 

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.  See “Other Comments” below for significant developments in this area.

Onsite
Fralin
06-01

Ongoing
The first onsite advisor observation and critique was performed in April, 2000.  The critique of that work is scheduled for completion by 12-31-00.  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.  In discussion with the Director, he requested my analysis of five loans which I classified adversely and his examiners did not.  These were provided.  In addition the head of the onsite division has requested my written comments on the loan analysis techniques and procedures of his examiners as soon as possible.  These comments are being worked on.  See “Other Comments” below for a significant development in this area.

Accounting Reform/Offsite surveillance
Gilbert/Gordon
N/A
Ongoing
Ongoing
Proposal for work has been submitted by chief of CBA accounting and reviewed by Advisor Gordon who also submitted a proposed terms of reference for the work.  These documents plus background material have been submitted to Project Manager.  Approval of this work is in final stages  and if approved, the advisor would spend four months in country.  Work is schedule to begin in first quarter 2001.

Problem Bank Management and Supervisory Responses
Fralin/Gilbert
N/A
Ongoing
Ongoing
Previous comments continue to be relevant.  The advisor has not done any further substantive work in these areas other than follow up if problem bank unit is still on track.  Latest indication is that it is still scheduled to be implemented 1-1-01.  However, due to a heavy workload and problem banks that have occurred it appears doubtful if that timeline will hold.  BSD has announced some organizational changes effective 12-31-00 and the new unit may be part of those changes.  Other than follow up or on request from BSD, the advisor does not plan to do further substantive work until after 1-1-01 because of other priorities and time constraints.  Other than provide BSD with an offsite manual no work is now scheduled for offsite under the revised workplan.

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

Outside Contacts
Name
Affiliation
Time spent


David Black
Know How Fund
1 ½ hours


Joseph Courtright
IMF 
20 hours


Weekly meetings
USAID
6 hours


Neal Nathanson and Ulrich Ernst
DAI
1 hour


Rune Barneus
World Bank
1 hour


Six interviews
Office manager applicants
6 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.  

Other comments
In addition to meetings noted above, four regular meetings were held throughout the month with counterpart totaling three hours.  Five other meetings were held with his staff totaling five hours.  Seven training sessions were held totaling seven hours.  Comments were provided on Standards for Bank Management and Internal Controls plus attachments; Reorganization of Onsite Division; Loan Analysis of Five Loans with attachments.  A developed onsite manual was translated and delivered.  A new office manager/translator was hired.  

Several significant events occurred during the month.  The first was a lengthy meeting with my counterpart in mid-month where we discussed risk-based supervision, examples of my onsite work and findings, and the supervisory policy manual.  He was attentive and requested my analysis of five loans, which I provided, that his examiners did not classify.  He agreed to my meeting with the CBA chairman prior to Christmas.  It was a frank discussion where I talked about the flawed supervision system in place presenting him with examples.  The second event was the presentation by HSBC bank of its risk assessment system for loans and foreign exchange operation.  This was at our suggestion and he took the initiative to arrange it.  The entire supervision department was present along with the assistant to the chairman and two board members.  The third event actually occurred on December 1, but was initiated the day before.  The IMF advisor, Joe Courtright, and myself were asked to meet with CBA director Nerses Yeritsyan to discuss credit risk assessment.  Director Yeritsyan has obtained board approval for a project whereby Advisor Courtright and myself would review offsite information to select 10-15 banks to which we would visit along with supervisors to analyze 2-3 loans in each using criteria based on sound banking principles.  His goal is to establish a framework that the banks would understand, would provide sound analysis, become established policy, and stand up in court proceedings.  We would present our findings to the board on loans analyzed and the end results.  His belief, as is mine, is that the CBA does not now have a good understanding of the true financial condition of the banking system.  This is viewed as major thrust and would change the scope of the project somewhat according to the workplan, but would be right at heart of what we want to accomplish.  Our counterpart is not enthusiastic about it, but has said we need to work together on it.  However, whether he participates in initial planning or not, Advisor Courtright and myself are to meet with Director Yeritsyan in two weeks to present a timeline and proposal.  We do not know what to expect at this point. 
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Armenia Bank Supervision Project

Benchmark
Adviser
Original Date
Revised Date
Date Completed
Status

Legal Framework Evaluation
Fralin
Various

Ongoing
Approval of short-term advisor is in final stages.  If approved, the advisor will spend up to four months in country in two trips.  It is scheduled to begin early in first quarter 2001.  Advisor has gathered copies of all laws and background documents which have been submitted to Project Manager for preparatory work.  A judge heading a task force to rewrite bankruptcy laws including the one on banks contacted the advisor and wants our cooperation in the project.  This fits well into our short-term project and will help move the process along.  Advisor met with him and assured him of our help.  He is suppose to have his operational/timeline plan to us by 12-31-00.

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.  Frankly, this is at a standstill.  Efforts to move BSD toward taking the manual seriously have not yet been fruitful, but 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(attached).  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.  In discussion with the Director, he requested my analysis of five loans which I classified adversely and his examiners did not.  These were provided.  In addition the head of the onsite division  requested my written comments on the loan analysis techniques and procedures of his examiners as soon as possible.  These comments are competed and will be submitted within days (attached). Credit assessment project initiated by CBA board is moving forward without the help or input of BSD.  A second meeting was held with two directors pushing the project.  IMF advisor and myself completed the operational/timeline plan and submitted it to directors on 12-14-00.  The two directors plan to circulate and have it on board agenda in January.   



Accounting Reform/Offsite surveillance
Gilbert/Gordon
N/A
Ongoing
Ongoing
Proposal for work has been submitted by chief of CBA accounting and reviewed by Advisor Gordon who also submitted a proposed terms of reference for the work.  These documents plus background material have been submitted to Project Manager.  Approval of this work is in final stages  and if approved, the advisor would spend four months in country.  Work is schedule to begin in first quarter 2001.

Problem Bank Management and Supervisory Responses
Fralin/Gilbert
N/A
Ongoing
Ongoing
Previous comments continue to be relevant.  The advisor has not done any further substantive work in these areas other than follow up if problem bank unit is still on track.  Latest indication is that it is still scheduled to be implemented 1-1-01.  However, due to a heavy workload and problem banks that have occurred it appears doubtful if that timeline will hold.  BSD has announced some organizational changes effective 12-31-00 and the new unit may be part of those changes.  Other than follow up or on request from BSD, the advisor does not plan to do further substantive work until after 1-1-01 because of other priorities and time constraints.  Other than provide BSD with an offsite manual no work is now scheduled for offsite under the revised workplan.





























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

Outside Contacts
Name
Affiliation
Time spent


David Black
Know How Fund
1 ½ hours


Joseph Courtright
IMF 
24 hours


Weekly meetings
USAID
4 1/2 hours


Hovhannes Manukyan
Armenian Judge
1 hour


Terry Glossop and Stuart Paton
Bannock Consulting – EBRD Program
1 hour


Haikanush Bagratunyan
USAID
2 hours (Two meetings)


F. Lee Stafford
The Stafford Group
2 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.  

Other comments
In addition to meetings noted above, two regular one-hour meetings were held with counterpart.  Five other meetings were held with CBA officials including the chairman and two directors. Four training sessions were held totaling four hours.  Comments were provided on  Securities Repurchase Agreements, Loan Analysis Techniques Observed, Critique of Onsite Examination, and two joint memoranda with IMF advisor on Credit Assessment Project.  Two monthly reports prepared and submitted.  

Since this report represents the end of the first quarter under the revised workplan, a summary of accomplishments according to the benchmarks is provided.  These are in the same order as presented in the workplan.

· Participated in one (1) onsite examination and provided training.  Partial assessment of process provided on loan analysis.  Remaining assessment and critique not due until next quarter.

· Written critique of prior examination report (4/00) provided on 12-19-00

· Training in new bank supervision policies – 8 required; 22 classes actually taught

· Provide written and verbal comments on strategic and policy issues – 14 papers produced along with numerous meetings with BSD, two meetings with two directors and two meetings with the CBA chairman.

· Distribution of Policy Manual to supervision staff – Not accomplished.  Still under review.

· Provide a framework for supervisory responses – This was accomplished by short-term advisor Wilson in three papers.

All of the benchmarks except the one on the Policy Manual were accomplished.  Comments on that issue are above in the Supervisory Policy Manual section.

See comments below related to change of resident advisor.
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