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UKRAINE (Seventeenth Quarterly) 
 
A. PROJECT OVERVIEW - Ukraine 

 

I. PROJECT DESCRIPTION – EXECUTIVE SUMMARY UKRAINE 

ATCI is tasked with developing the primary and secondary mortgage market with its associated 
infrastructure; increased capacity for the leasing industry including the development of certified leasing 
professionals; the ability for municipalities and utilities to use debt instruments to modernize vital 
infrastructure, and a credit bureau to facilitate the growth of credit for mortgages and other retail 
lending. While the credit bureau/credit rating component is subordinated to the mortgage component, it is 
being treated as a stand alone for purposes of implementation. The preliminary work plan was presented 
and accepted by USAID in November 2004. In October 2006, the ATCI contract was amended to include 
development of fixed-income operations in Ukraine. Additionally, ATCI activities were expanded to include 
Moldova.  

During the last quarter, USAID informed ATCI that it was considering extending ATCI/Moldova for an 
additional year without, however, an increase in the project’s budgetary ceiling. Such consideration was 
possible due to early completion of ATCI’s deliverables in certain areas - such as pilot municipal bond issues. 

To fully understand its options, USAID requested ATCI/Pragma to submit a technical proposal backed with 
budgetary outlays for continuation of work in Moldova that included a modified ATCI/Ukraine work plan 
with fewer activities for implementation. Based on its review of each revised and proposed work plan, 
USAID agreed to modify ATCI’s contract to include continuation of ATCI’ s activity in Moldova through 
February 2009 along with reduced activity in Ukraine.  

ATCI is cooperating with numerous counterparts and may sign formal protocols in addition to those 
already signed. These Protocols are expected to govern mutual activity as well as manage expectations 
during the course of the project. 

The priorities of the Project for this period are noted by component in the boxes below.  In particular, the 
highest priority for remaining period of ATCI falls within the Fixed Income component, more specifically to 
“Assist GOU and NBU in constructing a long-term government yield curve in Ukraine”.  There are several 
factors and activities needed to fulfill this goal, including cooperation with and from the GOU and NBU.  In 
addition, such basics as (1) issuing domestic government bonds at market; (2) establishing a network of 
Primary Dealers, and (3) developing a Repo/reverse repo market are all necessary.  Further details of the 
progress made in this area can be read in the Fixed Income component section of this Report. 

The project update for this quarterly report will correspond to the activities set forth in the action plan 
described below and reported by component. 
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II. SIGNIFICANT EVENTS AND ACHIEVEMENTS – EXECUTIVE SUMMARY 
UKRAINE 

 
• IMF APPROVES USD 16.4 BILLION AS STAND-BY ARRANGEMENT FOR UKRAINE; USD 4.5 

BILLION FOR IMMEDIATE USE   
 

• ATCI’S MORTGAGE BOND LAW AMENDMENTS PROMOTED IN THE CABINET OF 
MINISTERS’ ANTI-CRISIS PROGRAM OF ACTIVITIES FOR 2009 

• KHRESCHATYK BANK PLACED THE UAH 70 MILLION MORTGAGE COVERED BOND; 
KHRESCHATYK BANK MORTGAGE BONDS LISTED ON THE PFTS STOCK EXCHANGE IN 
THE SECOND TIER 

• SMI PLACED UAH 700 MLN OF BONDS GUARANTEED BY CABINET OF MINISTERS AND 
LISTED THE BONDS ON PFTS STOCK EXCHANGE IN THE SECOND TIER; SMI MORTGAGE 
BONDS INCLUDED IN THE LIST OF ELIGIBLE PLEDGES FOR NBU REFINANCING; NBU 
ALLOWED SMI BONDS WITH THE CABINET OF MINISTERS’ GUARANTEE TO BE USED 
FOR REPO OPERATIONS 

• PRESIDENT SIGNED ANTI-CRISIS LAW NO. 800 FOR HOUSING SECTOR AND 
RESIDENTIAL CONSTRUCTION THAT, IN PARTICULAR, STIPULATES FINANCING OF 
HOUSING THROUGH ISSUANCE OF SMI MORTGAGE BONDS  AND ALLOWES BUREAUS 
OF TECHNICAL INVENTORY TO REGISTER CONSTRUCTION IN PROGRESS OBJECTS 

• ATCI CO-SPONSORS SEMINAR “ESTIMATION OF LOSSES FROM MORTGAGE DEFAULTS 
ACCORDING TO BASEL II”  

 
• ATCI BRIEFS THE MOF ON THE IMPACT OF THE GLOBAL FINANCIAL CRISIS ON 

BORROWING STRATEGIES IN UKRAINE BASED ON DISCUSSIONS AT AND BEST 
PRACTICES UTILIZED AND PRESENTED AT THE 18TH OECD GLOBAL FORUM ON PUBLIC 
DEBT MANAGEMENT HELD ON DECEMBER 3-5 IN PARIS; IMPORTANCE AND URGENCY 
OF IMPLEMENTING A DOMESTIC GOVERNMENT BOND MARKET STRESSED 

 
• ATCI PRESENTS TO MOF THE DRAFT LAW ON PUBLIC DEBT  

 
• ATCI SUBMITS TO MOF DRAFT PROCEDURE ON TENDERING SELECTION OF THE 

GOVERNMENT BOND PURCHASE AGREEMENT BETWEEN PRIMARY DEALERS AND MOF   
 

• ATCI PRESENTS AMENDMENTS TO THE DRAFT LAW “ON STATE BUDGET OF UKRAINE 
FOR 2009” REGARDING THE DEVELOPMENT OF DOMESTIC GOVERNMENT BOND 
MARKET  

 
• ATCI PROMOTES STRATEGY TO ODESA CITY COUNSEL REGARDING PLACEMENT OF 

EXCESS TREASURY BALANCES PLEDGED WITH COLLATERAL OF ODESA MUNICIPAL 
BONDS; ASSESSES FACTORS WHICH IMPEDE DEVELOPMENT OF DOMESTIC BOND 
MARKET; SUBMITS PROPOSALS ON AMENDMENTS TO PRIMARY DOMESTIC BOND 
PLACEMENT PROCEDURES TO THE SSMSC  
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• ANTI-CRISIS LAW NO. 639 COMES INTO FORCE, SETTING FRAMEWORK FOR THE 
ESTABLISHMENT OF A STABILIZATION FUND AND RECAPITALIZATION OF BANKS  

 
• CABMIN APPROVED PROVISIONAL ORDER OF USING STABILIZATION FUND AND 

ORDER ON THE STATE’S PARTICIPATION IN CAPITALIZATINO OF BANKS THAT 
ENVISAGE ISSUANCE OF GOVERNMENT BONDS FOR FINANCING PURPOSES  

 
• IMF APPROVES $16.4 BILLION AS STAND-BY ARRANGEMENT FOR UKRAINE; $4.5 BILLION 

FOR IMMEDIATE USE   
• CABMIN INCREASES STATUTORY CAPITAL OF TWO STATE BANKS BY THE AMOUNT OF 

UAH 17.5 BILLION THROUGH ISSUANCE OF LONG-TERM GOVERNMENT BONDS; UAH 
8.5 BILLION PURCHASED BY NBU 

  
• RADA APPROVES BUDGET 2009 WITH UAH 70 BILLION DOMESTIC GOVERNMENT BOND 

ISSUANCE PLAN, ALLOWING MOF TO PLACE FREE BALANCES OF SINGLE TREASURY 
ACCOUNT IN BANKS PLEDGED BY GOVERNMENT BONDS 

  
• NBU INCREASES OFFICIAL USD/UAH EXCHANGE RATE BY 37%, FROM 4.86 TO 7.70  
 
• ATCI ADDRESSED NECESSITY OF PRIMARY PLACEMENT OF MUNICIPAL BONDS BELOW 

PAR AND DELIVERED RELEVANT DRAFT AMENDMENTS TO LEGISLATION TO THE 
SSMSC; MET WITH MOF DISCUSSING THIS ISSUE 

 
• ATCI PARTICIPATED IN THE “IVth UKRAINIAN MUNICIPAL FORUM” DELIVERING 

PRESENTATION “MUNICIPAL BORROWINGS AS AN IMPORTANT MEANS OF CITY 
DEVELOPMENT FINANCING” 

 
• ON SEPTEMBER 30, S&P RAISED ODESA NATIONAL RATING FROM uaA TO uaA+ 

REFLECTING ODESA’S BALANCE SHEET NOT CONTAINING DEFAULTED BONDS ISSUED 
IN 1997. ON OCTOBER 15, S&P PUT KIEV, LVIV, ODESA, IVANO-FRANKIVSK, LUHANSK, 
DNIPROPETROVSK AND CRIMEA RATINGS ON NEGATIVE OUTLOOK  

 
• ATCI HAS DETERMINED THAT THE “PENETRATION RATE,” DEFINED AS THE 

PERCENTAGE OF CAPITAL EQUIPMENT FINANCED THROUGH LEASING, WAS 9% IN THE 
2ND QUARTER AND 6.7% IN THE 3RD QUARTER OF 2008, THUS DROPPING 
SIGNIFICANTLY WHEN COMPARED TO THE SAME QUARTERS IN 2007: 27.1% AND 22.1% 
 

• ON NOVEMBER, 1-2, THE CLS EXAM SESSION TOOK PLACE WHICH RESULTED IN 12 
PEOPLE OUT OF 36 PASSING SUCCESSFULLY ALL 3 EXAMS. THUS, THE TOTAL NUMBER 
OF CERTIFIED LEASE SPECIALISTS IN UKRAINE INCREASED TO 95 PERSONS (47 MEN AND 
48 WOMEN); THE TOTAL NUMBER OF LEASING PERSONNEL TRAINED SINCE 
LAUNCHING OF THE PROGRAM IN 2006 HAS AMOUNTED TO 206 

 
• ON DECEMBER 18, ATCI CO-SPONSORED THE LEASING ROUND TABLE “LEASING 

COMPANIES’ OPERATION AGAINST THE BACKGROUND OF THE UNSTABLE FINANCIAL 
MARKET” TOGETHER WITH KYIV NATIONAL UNIVERSITY FOR TRADE AND ECONOMICS 
AND ALL-UKRAINIAN UNION OF LESSORS.  
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• ATCI COP MODERATED TWO USAID SPONSORED ROUND TABLES FOCUSING ON THE 
IMPACT OF THE GLOBAL FINANCIAL CRISIS ON UKRAINE. USAID GENERAL COUNSEL 
SWENDIMAN PARTICIPATED IN THE FIRST; THE DONOR COMMUNITY IN THE SECOND  
 
 

 
III. PROJECT EXECUTIVE SUMMARY – EXECUTIVE SUMMARY UKRAINE 

Mortgage 

Primary 
To date, CML-trained personnel now comprise one hundred thirteen certificate holders, fifty-four of whom 
(48%) are women.  The number of banks whose personnel have been trained totals forty-four.  
 
ATCI and UNIA are planning for a revised and shortened CML training program to meet the needs of the 
market and to become sustainable as a program both technically and financially through UNIA. CML training 
will continue to be on a fee-paid basis, but with a shortened program, fees should be less.  
 
IUE will develop the lectures next quarter for presentation at the CML course that is scheduled for the 
latter part of next quarter. 
 
In the face of the financial crisis, ATCI co-sponsored along with UNIA the seminar, “Estimation of losses 
from mortgage defaults according to Basel II”, to provide some direction to banks issuing mortgages.  The 
seminar helped raise awareness of financial institutions experts on the LGD (Loss Given Default) database 
development, and on fundamental concepts and regulations in the domain of risk management, in compliance 
with Basel II.  
 
ATCI conducted a meeting with Mr. S. Biryuk, Commissioner, SSMSC, and other heads of SSMSC 
departments to discuss the design and construction of a housing price index for use in calculating LTV 
requirements for mortgages used in secondary market issues. UNIA’s membership represented the best 
source of mortgage pricing to be used in construction of the index; SMI is part of UNIA’s membership. 
Once completed, the SSMSC agreed to introduce legislation that required use of the index for establishing 
LTV values.    
 
Secondary Market 
 
State Budget Law 2009 assigned UAH800 million contribution to the state’s Oschadbank statutory capital 
for the purpose of mortgage lending. 

State Mortgage Institution (SMI) 
SMI plans to issue UAH 650 mln worth of mortgage bonds in 2009. President signed anti-crisis law no. 800 
for Housing Sector and Residential Construction that, in particular, stipulates financing of housing through 
issuance of SMI mortgage bonds. 
 
SMI selected the 2 state banks, Oshchadbank and Ukreximbank, as its back-up mortgage loan service banks. 

In addition to already placed UAH 300 million worth of bonds in accordance with the 2008 Budget law, SMI 
placed and listed on PFTS Stock Exchange UAH 700 million worth of corporate bonds guaranteed by the 
Cabinet of Ministers of Ukraine. SMI obtained Cabinet of Minister’s UAH1 bn guarantee stipulated in Budget 
Law 2008 for issuing corporate bonds in 2009. NBU allowed SMI bonds with the Cabinet of Ministers’ 
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guarantee to be used for Repo operations and included both SMI guaranteed and mortgage bonds in the list 
of eligible pledges for NBU refinancing. 

ATCI discussed with SMI management the notion of using a pricing index that could provide Ukrainian 
mortgage market statistics for determining whether LTV ratios were in compliance with SMI guidelines as 
well as those LTV requirements stipulated in the covered bond law. This notion was also discussed during 
joint ATCI and UNIA workshop “Estimation of losses from defaults on mortgages according to Basel II”.  
 
Pilot Issues 
ATCI continued its advisory assistance to Khreschatyk bank on its first mortgage covered bond issue.  The 
bond was successfully placed and listed on PFTS stock exchange in December 2008. 
 
ATCI had approached Bank Raiffeisen Aval after the bank publically announced its interest in issuing a $150 
– 200 million RMBS ATCI met with bank management and discussed the possibility of issuing a covered 
bond. Due to market conditions, Bank Raiffeisen Aval has postponed this decision. 
 
ATCI continued its work on draft amendments to the Mortgage Bond Law. SSMSC published for public 
discussion draft amendments regarding agreed upon procedures to the SSMSC’s 1528 regulation on audit 
reports jointly developed by the Audit Task Force under the SSMSC and ATCI. 

The draft amendments to the Mortgage Bond Law were introduced to Verkhovna Rada and forwarded for 
consideration of the Committee on Finance and Banking. The promotion of adopting the amendments to 
Mortgage Bonds Law was included in the Cabinet of Ministers’ Anti-crisis Program of Activities for 2009. 
 
Associated Market Infrastructure 
  
Life Insurance Products 
 
ATCI conducted a survey and analyzed mortgage-related life insurance within the associated infrastructure 
for goals to protect and to aid (prospective) homeowners.  The analysis showed that term-life insurance is 
offered in 8 banks of the 20 banks polled. Based on this analysis, ATCI concluded that term-Life Insurance is 
already developed in the market, but is not yet fully offered through the mortgage companies.   
 
In order to determine the effectiveness of these Term-Life Insurance policies, ATCI analyzed specific policies 
to determine the benefits as well as exclusions related to the insured’s mortgage.   During jointly sponsored 
ATCI/UNIA Round-Table “Life Insurance: Its Place and Role in Mortgage Market Development in Ukraine” 
ATCI presented the conclusions drawn from analysis of the Term-Life survey.  
 
Appraisals and Real Estate Associations 

The text book on international standards of appraisal released has now been translated; the book will be 
used as the main course material as well examination basis for appraisers. 

An emergency meeting of the membership of the Ukrainian Association of Appraisers (UTO) and State 
Property Fund was held in October, to address measures included in the Commodity Exchange Law that 
removed UTO’s and the State Property Fund’s ability to set standards for the profession. More than 750 
interested persons attended including members of the Rada. The legislation was an attempt by persons and 
entities to usurp authority for the licensing and certification of appraisers from UTO and the State Property 
Fund. At its conclusion, members of the Rada and the Ministry of Justice that was present promised that the 
law in this form would never be approved.  
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ATCI brought in Norm Flynn, President of the International Real Property Foundation; Norm held meetings 
to discuss the merger status between the two largest real estate organizations in Ukraine and also 
conducted meetings to further the development of the multiple listing services for Ukraine.  

 
 
Fixed Income 

ATCI began to concentrate on developing a long-term government yield curve for Ukraine in winter 2006 
when trying to price the pilot Ukrgasbank covered bond issue without pricing reference (government yield 
curve). ATCI approached the MOF to gauge their interest in cooperating with ATCI to host a high level 
debt management forum for senior leadership. The Forum was designed to explore what steps the 
Government of Ukraine should take to manage its debt requirements efficiently; to examine the role 
domestic government debt markets play in efficient capital allocation; to analyze the institutional framework 
requisite for market development such as the role of primary dealers, use of pre-announced auction 
calendars; development of a debt management strategy; mitigation of risk in debt management, establishing a 
debt management office (DMO) and comparisons of how debt management offices (DMOs) are organized 
and work in other countries. In sum, the Forum was to analyze what has worked in other countries facing 
similar circumstances and what has not. Subsequently, the Forum took place in March 2007 and explored 
the practical aspects of formulating a debt management strategy. 

Currently, issuance is conducted using a pre-set issuance rate that is substantially below market. Any move 
to market rates would be expensive for the MOF and the present minister is not inclined to move to 
market unless there is some way for the MOF to show income that significantly reduces to cost of issuance 
to 1% or less.   

The way to show income is for the MOF to conduct reverse repo transactions by putting the money it 
raises at market prices back into the banking system. Unfortunately, this encroaches on the NBU’s mandate 
to conduct monetary policy and interferes with NBU liquidity management; an idea to develop a liquidity 
facility managed by the NBU that could pay fees to the MOF as one way to show income against the costs of 
borrowing at market. The idea was subsequently run by the NBU and informally agreed to but 
implementation of the agreement is to be determined.  

Another scenario under consideration is one in which the Ministry of Finance places its excess balance 
within the State Treasury Account with banks that, in turn, pledge Treasury securities with the NBU. In case 
of a failure to repay, the treasuries would be sold to repay the MOF.   This procedure would be a 
preliminary step for the MOF to earn interest income that can be used to offset the cost of selling treasuries 
at market.  

ATCI continued to be active in the reform and development of the domestic government bond market, 
even more so, under the global financial crisis and economical crisis Ukraine. To help MoF, ATCI submitted 
to it the draft order on “The open tender selection of the government bond temporary purchase agreement 
counterparties to MoF of Ukraine”; ATCI developed the draft law “On Public Debt” which stipulates the 
main preconditions of such reform; introduction of primary dealer system; and development of the REPO 
market; ATCI proposed the relevant amendments to the draft law of Ukraine “On State Budget of Ukraine 
for 2009”. 
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In order to assist the MOF in these developments of the domestic government bond and repo markets, 
ATCI continued to pursue the technical assistance of AKK, the Debt Management Agency of Hungary.  It is 
anticipated that ATCI will finalize the contracting process with AKK early next year and the AKK work will 
commence in mid- first quarter of 2009. 

PTAP (USAID/World Bank Programmatic Technical Assistance Partnership) is scheduled to re-commence 
with the World Bank’s Michel Noel’s arrival to Kyiv early in January 2009. 
 
Municipal Finance 
 
ATCI cooperated with Odesa City Council on promoting placement of the excess budget funds pledged 
with collateral of Odesa municipal bonds, which would minimize credit risk. On the city’s request ATCI 
developed a set of draft documents for implementation of this transaction.  
    
SSMSC Regulations in force do not provide for municipalities to place discounted bonds. ATCI addressed 
the SSMSC to consider the possibility of introducing amendments to the Regulation providing for a 
possibility of primary placement of municipal bonds below par, if those bonds are placed publicly at a stock 
exchange. ATCI drafted amendments to the Regulation 414 along with justification notes and presented to 
the SSMSC. In addition, ATCI discussed this issue with the MOF to confirm no objection in this matter. 
 
ATCI continued advising city of Lviv on issuance of the UAH 200 million bond issue with a maximum 
coupon rate of 12%. The city consulted ATCI on local treasury vs. bank as a payment agent for the municipal 
bond issue, on draft agreements with underwriter and payment agent. On December 29 Lviv received no 
bids for purchasing bonds due to the approved coupon rate being significantly below the market rate.  
 
MFF 
 
ATCI continued to work on the draft Law on Local Borrowings and Local Guarantees which also includes 
section on establishment and functioning of a Municipal Finance Facility. Obligations constituting municipal 
debt include an important component of so-called contingent liabilities that cease to be contingent in case of 
occurrence of a certain event in the future. The events triggering the conversion of contingent liabilities to 
real may be non-fulfillment of guarantee obligations by the borrower (a guarantee case) or private partner’s 
fulfillment of its obligations under an agreement of public-private partnership. Under such circumstances, the 
draft Law should regulate the issue of including obligations to a private partner and not only those for issued 
guarantees in municipal debt. 
 
Draft Law 2639 was passed in the first reading which amends the Economic Code and Law on Business 
Partnerships by allowing budget funds to be contributed in statutory capital of business partnerships in cases 
envisaged by law. It means that if the Government decides to invest into MFF capital, it can do that by 
providing relevant provision in a Law (e.g. Law on Local Borrowings; Law on State Budget for relevant year). 
ATCI addressed elimination of this ban before, but it remained one of main objections from the MOF. 
 
Workshops and public education 
 
ATCI participated in the IVth Ukrainian Municipal Forum in Artek (Crimea), October 2-4, 2008 and 
delivered the presentation “Municipal Borrowings as an Important Means of City Development Financing”. 
The presentation was published in the handbook of the Forum.  
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Leasing 
 
ATCI determined that the “penetration rate,” (defined as the rate at which financial leasing is used as a 
method of acquiring capital equipment) amounted to 9% in the 2nd Quarter and 6.7% in the 3rd Quarter of 
2008 compared to 27.1% and 22.1% for the respective periods in 2007. Such significant drop was caused by 
difficult financial conditions in which leasing companies were operating, in particular, the credit and currency 
crises. Nevertheless, the leasing portfolio of Ukrainian companies as of September, 30, increased to USD 5.8 
billion or almost by 100% compared to September 30, 2007. 
 
ATCI participated in two meetings of the Leasing Commission within the Ukrainian League of Industrialists 
and Entrepreneurs at which the package of anti-crisis measures was elaborated to be submitted to 
Verkhovna Rada. The measures included amendments to laws related to taxation. If passed, they could help 
to facilitate leasing companies’ operations amid the crises and possibly avoid significant recession. 
 
In November, the CLS exam session took place, with12 people passing all 3 exams; CLS certificates will be 
awarded during a ceremony scheduled for next quarter. The total number of Certified Lease Specialists in 
Ukraine is 95 (47 men and 48 women).  
 
In the context of promotion of the CLS Program and the NGO, ATCI published the second issue of the 
NGO’s newsletter containing articles on taxation of leaseback, lease project implementation model, as well 
as an overview of the Ukrainian leasing market based on the results of the first six months of 2008  
 
ATCI continued its cooperation with the All-Ukrainian Union of Lessors, in particular, with regard to the 
development of the CLS Program. The Association approached ATCI and the NGO expressing its interest 
in becoming a training provider under the CLS Program, however, after reviewing the requirements of 
training providers set forth by the NGO’s official documents, they decided to look for other possible 
activities of cooperation with the Union and involvement in the development of the CLS Program. 
 
In December together with Kyiv National University for Trade and Economics and the All-Ukrainian Union 
of Lessors, ATCI co-sponsored the Leasing Round Table “Leasing Companies’ Operation against the 
Background of the Unstable Financial Market”. The event addressed the issues of monetary and credit policy 
of the central bank amid the financial crisis, possible after-effects for the leasing industry, anti-crisis tools for 
leasing companies and possible trends of capital market development. Over 70 participants of the round 
table had an opportunity to hear the opinions of representatives of the National Bank of Ukraine, top 
Ukrainian leasing companies, as well as scholars exploring theoretical aspects of leasing. One of the possible 
ways to improve the current situation was for the Government to create a “refinancing window” (UAH 
100-200 billion) for the real sector of the economy with acceptable interest rates (nearly 20%) and using the 
mechanism of leasing. 
 
ATCI plans to assist the State Commission together with All-Ukrainian Union of Lessors in presenting the 
results of leasing surveys on a quarterly basis. 
 
Work on drafting and editing of the Leasing Manual reached its final stage, with anticipation of publishing late 
next quarter.  
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Credit Bureau/Credit Rating 
 
Credit Bureau 
 
ATCI continued to provide on-going consultancy to ensure compliance with international standards of best 
practice during the development phase of a credit reporting system, and to provide advice to the overall 
market with respect to data sharing and the reduction of data fragmentation. In addition, ATCI performed 
monitoring of the credit bureaus’ problems in condition of crisis of the financial market. 
 
IBCH has conducted research on the basis of personal databases of the credit histories. The share of the 
bad credits is 10.35 %.  More than 30 % of the refusal by the banks-partners to issue loans is being based on 
information from the IBCH. A proportion of the bad credits for the individuals in Ukraine is about UAH 30 
billions by approximations of the collection agencies. 
 
Credit Rating 
 
ATCI had agreed to partner with the UAIB in working to eliminate mandatory credit ratings.  However, due 
to a lack of follow-up activities and actions by UAIB in this work and not acting according to their work plan, 
ATCI is looking for another partner to eliminate mandatory credit ratings as well as eliminating the use of 
national ratings scale. 
 
SSMSC made amendments to the Rules of identifying ranking score on the basis of National rating scale by 
Authorized Credit Rating Agency (ACRA). It requires from ACRA to publish the ranking scores of the 
targeted bonds and its updating in the both official printing of SSMSC and mass media in the area of 
construction. The ranking scores and its updating of the targeted bonds’ issuers must also be published.  
  
Gender 
 
Through the training activities of the CML and CLS programs developed by ATCI, to date there are a total 
of 208 certified mortgage (through CML) and leasing (through CLS) professionals in Ukraine; 102 (49%) are 
women.   
 
Through similar training activities in Moldova via the ATCI project, to date there are a total of 124 certified 
mortgage and leasing professionals; 77 (62%) are women. 
 
 

IV. PROJECT STAFFING – EXECUTIVE SUMMARY UKRAINE 

The following personnel were engaged in project activities this quarter: 
 

• David C. M. Lucterhand, Chief of Party 

• Rick Dvorin, Deputy Chief of Party/Senior Advisor/Acting Chief of Party 

• Norman Flynn, IRPF consultant 

 
V. ADMINISTRATIVE ISSUES – EXECUTIVE SUMMARY UKRAINE 

David Lucterhand, Chief of Party for ATCI since its inception more than 4 years ago, stepped down as COP 
and was replaced by the Deputy COP, Rick Dvorin.  This took place immediately at the request of USAID 
through instructions from the home office of The Pragma Corporation in November. 
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ATCI had received a waiver from USAID to use AKK, The Debt Management Office of Hungary, as an 
advisor. 
 
ATCI received USAID approvals for salary increases for Victoria Buchynska and Alina Chernomaz whose 
daily rates had been significantly below market.  

LIST OF ATTACHMENTS  

NONE  
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B.  MORTGAGE - Ukraine  
 

I. COMPONENT DESCRIPTION – MORTGAGE UKRAINE 

This Report provides details on the events and activities relating to the Mortgage Component of the USAID 
Access to Credit Initiative, as implemented by The Pragma Corporation, during the period from October 1 
through December 31, 2008. 

The primary purpose of the ATCI mortgage component is to develop the primary and secondary mortgage 
market with its associated infrastructure. Primary market development involves legal review and addressing 
legislative deficiencies, the use of standardized documentation for underwriting and loan servicing, 
certification of personnel for mortgage lenders that results in a CML designation; technical assistance to 
financial institutions engaged in mortgage lending, and assessment of titling and all related processes. 
Development of the secondary market involves assistance to the newly formed State Mortgage Institution 
to become operational, development of national mortgage insurance as well as private, term life, and the 
structuring of mortgage-backed bonds with the appropriate legal environment for issuance. Associated 
market infrastructure involves appraisers, registration centers, real estate sales practitioners, and 
appropriate regulation. 

While the credit bureau component is subordinated to the mortgage component, it is being treated as a 
stand alone for purposes of implementation. 

 
 

II. SIGNIFICANT EVENTS – MORTGAGE UKRAINE 

 
• ATCI’S MORTGAGE BOND LAW AMENDMENTS PROMOTED IN THE CABINET OF 

MINISTERS’ ANTI-CRISIS PROGRAM OF ACTIVITIES FOR 2009 

• KHRESCHATYK BANK PLACED THE UAH 70 MILLION MORTGAGE COVERED BOND; 
KHRESCHATYK BANK MORTGAGE BONDS LISTED ON THE PFTS STOCK EXCHANGE IN 
THE SECOND TIER 

• SMI PLACED UAH 700 MLN OF BONDS GUARANTEED BY CABINET OF MINISTERS AND 
LISTED THE BONDS ON PFTS STOCK EXCHANGE IN THE SECOND TIER 

• SMI MORTGAGE BONDS INCLUDED IN THE LIST OF ELIGIBLE PLEDGES FOR NBU 
REFINANCING; NBU ALLOWED SMI BONDS WITH THE CABINET OF MINISTERS’ 
GUARANTEE TO BE USED FOR REPO OPERATIONS 

• SMI OBTAINED CABINET OF MINISTER’S UAH 1 BILLION GUARANTEE STIPULATED IN 
BUDGET LAW 2008 FOR ISSUING CORPORATE BONDS IN 2009 

• SMI SELECTED THE 2 STATE BANKS , OSHCHADBANK AND UKREXIMBANK, AS ITS BACK-
UP MORTGAGE LOAN SERVICE BANKS 

• PRESIDENT SIGNED ANTI-CRISIS LAW NO. 800 FOR HOUSING SECTOR AND 
RESIDENTIAL CONSTRUCTION THAT, IN PARTICULAR, STIPULATES FINANCING OF 
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HOUSING THROUGH ISSUANCE OF SMI MORTGAGE BONDS  AND ALLOWES BUREAUS 
OF TECHNICAL INVENTORY TO REGISTER CONSTRUCTION IN PROGRESS OBJECTS 

• ATCI CO-SPONSORS SEMINAR “ESTIMATION OF LOSSES FROM MORTGAGE DEFAULTS 
ACCORDING TO BASEL II”  

 
• STATE BUDGET LAW 2009 ASSIGNED UAH800 MILLION INCREASE OF OSCHADBANK 

STATUTORY CAPITAL FOR THE PURPOSE OF MORTGAGE LENDING 

• NBU OBLIGED BANKS TO FORM AT LEAST 50% RESERVES ON FOREIGN CURRENCY 
LOANS 

• SSMSC PUBLISHED FOR PUBLIC DISCUSSION DRAFT AMENDMENTS REGARDING AGREED 
UPON PROCEDURES TO THE SSMSC’S 1528 REGULATION ON AUDIT REPORTS JOINTLY 
DEVELOPED BY THE AUDIT TASK FORCE UNDER THE SSMSC AND ATCI 

• ATCI, SSMSC, AND UNIA AGREE TO COOPERATE TO DEVELOP HOUSING PRICE INDEX  

 

III. EXECUTIVE SUMMARY – MORTGAGE UKRAINE 

 
Primary Mortgage Market 
 
To date, CML-trained personnel now comprise one hundred thirteen certificate holders, fifty-four of whom 
(48%) are women.  The number of banks whose personnel have been trained totals forty-four. ATCI and 
UNIA are planning for a revised and shortened CML training program to meet the needs of the market and 
to become sustainable as a program both technically and financially through UNIA. CML training will 
continue to be on a fee-paid basis, but with a shortened program, fees should be less.  
 
All the participants came from banks. In order to make the CML designation more appealing, UNIA asked 
ATCI/IUE to prepare three additional lectures on risk management. Consequently, ATCI tasked IUE with 
the assignment adding an additional 16 days of LOE to their contract. IUE will develop the lectures next 
quarter for presentation at the CML course that is scheduled for the latter part of next quarter. 
 
In the face of the financial crisis, ATCI co-sponsored along with UNIA the seminar, “Estimation of losses 
from mortgage defaults according to Basel II” (see Attachment 1), to provide some direction to banks issuing 
mortgages.  The seminar helped raise awareness of financial institutions experts on the LGD (Loss Given 
Default) database development, and on fundamental concepts and regulations in the domain of risk 
management, in compliance with Basel II. The seminar was attended by financial institutions managers in 
charge of risk management strategies development, experts from the State Mortgage Institution, State 
Securities and Stock Market Commission, State Property Fund, Association of Appraisers, and 
representatives of the Association of German Banks.    
 
ATCI conducted a meeting with Mr. S. Biryuk, Commissioner, SSMSC, and other heads of SSMSC 
departments to discuss the design and construction of a housing price index for use in calculating LTV 
requirements for mortgages used in secondary market issues. Both the SSMSC and ATCI agreed that 
UNIA’s membership  represented the best source of mortgage pricing to be used in construction of the 
index; SMI is part of UNIA’s membership. Once completed, the SSMSC agreed to introduce legislation that 
required use of the index for establishing LTV values.    
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Secondary Mortgage Market 
 
State Budget Law 2009 assigned UAH800 million contribution to the state’s Oschadbank statutory capital 
for the purpose of mortgage lending. 

State Mortgage Institution (SMI) 
SMI carries on preparation work for issuing mortgage bonds that is complicated by continuous 
organizational transformations of the Institution itself. SMI conducted negotiations with prospective bond 
managers and required constant advisory support in the issues that are complex for perception in the 
Ukrainian market. In particular, they needed help in resolving problematic issues of bond manager access to 
primary information on mortgage cover and using for this purpose audit agreed procedure. 
 
SMI registered a mortgage covered bond issue of UAH 200 million in series A,B,C,D,E,F,G  at the SSMSC 
and published the prospectus for the issue (see Attachment 2). The mortgage covered bonds of series A and 
G worth UAH 50 million were placed ahead of schedule and listed on PFTS Stock Exchange in the second 
tier. SMI plans to issue UAH 650 mln worth of mortgage bonds in 2009. President signed anti-crisis law no. 
800 for Housing Sector and Residential Construction that, in particular, stipulates financing of housing 
through issuance of SMI mortgage bonds. 
 
SMI selected the 2 state banks, Oshchadbank and Ukreximbank, as its back-up mortgage loan service banks. 

SMI’s Supervisory Board approved an UAH 200 million Mortgage Bond issue earlier in the year. SMI signed a 
Bond Manager’s Agreement with Oshchadbank. In addition to already placed UAH 300 million worth of 
corporate bonds in accordance with the 2008 Budget law, SMI placed and listed on PFTS Stock Exchange 
UAH 700 million worth of corporate bonds guaranteed by the Cabinet of Ministers of Ukraine. SMI 
obtained Cabinet of Minister’s UAH1 bn guarantee stipulated in Budget Law 2008 for issuing corporate 
bonds in 2009. 
NBU allowed SMI bonds with the Cabinet of Ministers’ guarantee to be used for Repo operations and 
included both SMI guaranteed and mortgage bonds in the list of eligible pledges for NBU refinancing. 

In October, ATCI held a meeting with Mr. K. Shevchenko, SMI Chairman of the Board, to discuss to place 
the remaining balances of SMI’s pilot mortgage covered bond; and how to raise money through issuance of 
SMI’s corporate paper in light of deteriorating financial conditions.  Discussion also included various 
scenarios for acting as executive agent for the GOU to stimulate banking liquidity and mortgage lending. 
 
ATCI discussed with SMI management the notion of using a pricing index that could provide Ukrainian 
mortgage market statistics for determining whether LTV ratios were in compliance with SMI guidelines as 
well as those LTV requirements stipulated in the covered bond law. This notion was also discussed during 
joint ATCI and UNIA workshop “Estimation of losses from defaults on mortgages according to Basel II”. 
The workshop gathered more than 15 banks and issued recommendations to develop housing pricing index 
in Ukraine. Later ATCI met SSMSC member and agreed on the ways of regulatory implementation of the 
index as well as on practical aspects of the index data collection. As it was agreed that UNIA should not be 
reluctant to share the index information with other banks, at the end of 2008 UNIA started polling its 
members for specific data feeds for the index calculation. 
 
Pilot Issues 
 
Khreschatyk registered the UAH 70 million mortgage bond issue at the SSMSC, published the Prospectus 
and started placement of the bond (see Attachment 3). The bond was successfully placed and listed on PFTS 
stock exchange in December 2008. 
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ATCI had approached Bank Raiffaisen Aval after the bank publically announced its interest in issuing a $150 – 
200 million RMBS ATCI met with bank management and discussed the possibility of issuing a covered bond. 
Due to market conditions, Bank Raiffeisen Aval has postponed this decision. 
 
ATCI continued its work on draft amendments to the Mortgage Bond Law. Jointly with the Audit Task 
Force under the SSMSC, ATCI submitted draft amendments regarding agreed upon procedures to the 
SSMSC’s 1528 Regulation on Audit Reports. SSMSC published for public discussion draft amendments 
regarding agreed upon procedures to the SSMSC’s 1528 regulation on audit reports jointly developed by the 
Audit Task Force under the SSMSC and ATCI. 

The draft amendments to the Mortgage Bond Law were introduced to Verkhovna Rada and forwarded for 
consideration of the Committee on Finance and Banking. The Committee on Finance and Banking submitted 
a draft Resolution on adopting the draft amendments to the Mortgage Bond Law in the first reading to 
Verkhovna Rada. The promotion of adopting the amendments to Mortgage Bonds Law was included in the 
Cabinet of Ministers’ Anti-crisis Program of Activities for 2009. 
 
Associated Market Infrastructure  
 
Life Insurance Products 
 
ATCI conducted a survey and analyzed mortgage-related life insurance within the associated infrastructure 
for goals to protect and to aid (prospective) homeowners.  ATCI conducted research polling 20 of the 
largest mortgage lending banks in order to determine what type (if any) of term life insurance they use. The 
analysis showed that term-life insurance is offered in 8 banks of the 20 banks polled. Based on this analysis, 
ATCI concluded that term-Life Insurance is already developed in the market, but is not yet fully offered 
through the mortgage companies.   
 

Appraisal and Real Estate Associations 

ATCI completed the translation of the text book on international standards of appraisal; the book will be 
used as the main course material as well examination basis for appraisers. 

An emergency meeting of the membership of the Ukrainian Association of Appraisers (UTO) and State 
Property Fund was held in October, to address measures included in the Commodity Exchange Law that 
removed UTO’s and the State Property Fund’s ability to set standards for the profession. More than 750 
interested persons attended including members of the Rada. The legislation was an attempt by persons and 
entities to usurp authority for the licensing and certification of appraisers from UTO and the State Property 
Fund. At its conclusion, members of the Rada and the Ministry of Justice that was present promised that the 
law in this form would never be approved. Representatives of the League of Land Appraisers, the Union of 
Land Appraisers, The Union of Auditors, Association of Tax Consultants, the Union of Court Appraisers, 
Association of Appraisal Specialists (a competing organization to UTO association, Federation of Employers, 
State Property Fund, Cabinet of Ministers, Ministry of Justice, International Chamber of Trade and Industry, 
Ukrainian Realtors Association, Ukrainian Guild of Realtors were all present.  
 
ATCI brought in Norm Flynn, President of the International Real Property Foundation, during November 
after Norm visited and worked with the ATCI Moldova project.  Among other events and activities, Norm 
held meetings to discuss the merger between the two largest real estate organizations in Ukraine with the 
objective of achieving common platform for certification and a common position on a licensing law for real 
estate practitioners.  Norm also conducted meetings to further the development of the multiple listing 
services for Ukraine.  A copy of Norm Flynn’s report is included as Attachment 4. 
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IV. ADMINISTRATIVE ISSUES – MORTGAGE UKRAINE 

NONE 

 
V. DESCRIPTION AND STATUS OF TASKS – MORTGAGE UKRAINE 

A.  Certified Mortgage Lender Program  

Defined Activity Progress Made During Quarter/Proposed 
Future Actions 

1. IUE review of CML training materials and 
methodology for applicability to Ukraine     • COMPLETED IN EARLIER QUARTER 

2.  Select candidates from banks and financial 
institutions engaged in mortgage lending • COMPLETED IN EARLIER QUARTER 

3. Develop and administer formal training 
program to financial institutions engaged in 
mortgage lending   

• COMPLETED IN EARLIER QUARTER 

4. Deliver a series of five CML courses (two 
regional) • COMPLETED IN EARLIER QUARTER 

5. Deliver one CML Train the Trainer course • COMPLETED IN EARLIER QUARTER 
6. Assessment of rural lending; titling, title 
registration, appraisal, and of basic element of 
profitable agricultural production units 

• COMPLETED IN EARLIER QUARTER 

7. Deliver one SMI course. • COMPLETED IN EARLIER QUARTER 
8. Deliver three regional CML courses for 
SSMSC • COMPLETED IN EARLIER QUARTER 

9. Select training provider • CML TRAINING PROVIDER IS UNIA (UKRAINIAN 
NATIONAL MORTGAGE ASSOCIATION)  

10. Monitor training provider • NO ACTIVITY ON THIS ISSUE UNTIL UNIA 
BEGINS TRAINING (NEXT QUARTER) 

11. Conduct CML courses through training 
provider 

• CML COURSES CONDUCTED ON FEE BASIS 
THROUGH TRAINING PROVIDER 

• NEXT COURSE SCHEDULED AT THE LATTER 
PART OF NEXT QUARTER, PERHAPS OFFERED 
FOR 3+ DAYS RATHER THAN 5, TO MEET 
NEEDS OF THE MARKET 

12. Assist UNIA to become sustainable 

• ATCI AND UNIA DISCUSS BUDGET; UNIA 
BUDGET SUBMITTED TO ATCI FOR 
CONSIDERATION; ATCI TO COMMIT TO 
FINANCIAL PARTIAL SUPPORT FOR UNIA 
UNTIL MID-2009 

13. Assist SMI to become an operational 
liquidity facility 

• SMI INCREASED REFINANCING RATE FROM 
9.9% TO 13.5% ON MAY 21, 2008. 

• SMI TRUSTEES COUNCIL APPROVED UAH 200 
MLN MORTGAGE BOND ISSUE IN 2008 AND 
SIGNED BOND MANAGER AGREEMENT WITH 
OSCHADBANK. 

• SMI PLACED UAH 700 MLN WORTH OF BONDS 
GUARANTEED BY THE CABINET OF MINISTERS 
OF UKRAINE. 

• SMI SELECTED THE 2 STATE BANKS , 
OSHCHADBANK AND UKREXIMBANK, AS ITS 
BACK-UP MORTGAGE LOAN SERVICE BANKS 
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• THE FSR MADE AMENDMENTS TO THE 
“REGULATION ON CRITERIA AND FINANCIAL 
NORMATIVES OF CAPITAL ADEQUACY OF 
CREDIT INSTITUTIONS” THAT CHANGED 
WEIGHT OF MORTGAGES ON ITS BALANCE 
SHEET FROM 100% TO 20% WHEN 
CALCULATING RISK WEIGHTED ASSETS FOR 
THE PURPOSE OF CAPITAL ADEQUACY RATIO 
CALCULATION 

 

B.   Assistance to Banks 
1. Standardize rules and procedures for retail 
mortgage lending in Ukraine • COMPLETED IN EARLIER QUARTER 

2.  Select candidate banks and financial 
institutions for on-site assistance 

• COMPLETED IN EARLIER QUARTER 

3. Provide on-site technical assistance  

• ADVISED KHRESCHATYK BANK ON FILLING IN 
MORTGAGE COVER REPORT REQUIRED BY THE 
SSMSC, THE DECISION OF THE BANK 
SUPERVISORY BOARD ON ISSUING THE 
MORTGAGE BOND, AND ON THE PROSPECTUS 
OF THE ISSUE.  

• KHRESCHATYK BANK BOARD OF DIRECTORS 
APPROVED THE UAH 70 MILLION MORTGAGE 
BOND ISSUE. 

• FITCH ASSIGNED KHRESCHATYK BANK 
MORTGAGED BOND ISSUE FINAL 'B+' RATING. 

• KHRESCHATYK BANK PLACED THE UAH 70 
MILLION MORTGAGE COVERED BOND; 
KHRESCHATYK BANK MORTGAGE BONDS 
LISTED ON THE PFTS STOCK EXCHANGE IN 
THE SECOND TIER 

• BRIEFED AND TRANSFERRED TO 
RAIFFEISENBANK AVAL /UKRAINE  ATCI 
MATERIALS ON MORTGAGE BOND ISSUANCE. 
MET WITH THE BANK SENIOR  MANAGEMENT 
ON THE SUBJECT; BANK DECIDED TO 
POSTPONE ISSUE DUE TO MARKET 

• UKRGASBANK MORTGAGE BONDS WERE 
INCLUDED IN THE SECOND TIER OF THE PFTS 
STOCK EXCHANGE. 

• EBRD APPROVED REFINANCING OF 
UKRSOTSBANK AND RAIFFEISENBANK AVAL 
MORTGAGE LOAN PROGRAMS IN TOTAL OF 
USD190 MLN 

 
C.  Home Loan Guarantee (Completed) 
1.  Analyze market for existing mortgage 
insurance practice • NO ACTIVITY ON THIS ISSUE. 

2.  Sources government sponsor • NO ACTIVITY ON THIS ISSUE. 
3.  Assess legal and regulatory framework • NO ACTIVITY ON THIS ISSUE. 
4.  Complete feasibility study • NO ACTIVITY ON THIS ISSUE. 
5.  Complete business plan • NO ACTIVITY ON THIS ISSUE. 
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6.  Assist in operational set-up of guarantee 
facility • NO ACTIVITY ON THIS ISSUE. 

a) Draft master policy • NO ACTIVITY ON THIS ISSUE. 
b)  Determine actuarially sound rates and 

draft rate table • NO ACTIVITY ON THIS ISSUE. 

c) Complete operational forms • NO ACTIVITY ON THIS ISSUE. 
d) Complete organizational planning • NO ACTIVITY ON THIS ISSUE. 

7. Provide on-site technical assistance to 
facility • NO ACTIVITY ON THIS ISSUE. 

8. Promote the use of private mortgage 
insurance  • NO ACTIVITY ON THIS ISSUE. 

 
D.  Life Insurance Products (Completed) 

1.  Analyze insurance and mortgage markets 
for existing products/practices 

• ANALYZED MORTGAGE MARKET FOR 
EXISTING TERM-LIFE INSURANCE 
PRODUCTS/PRACTICES  

2.  Assess legal and regulatory framework 
• EXISTING LEGAL AND REGULATORY 

FRAMEWORK FOR INSURANCE PRODUCTS IS 
ACCEPTABLE 

3.  Analyze insurance products related to 
mortgages to determine necessity for certain 
activities below, 4-9 (NOTE: based on existing 
products in the marketplace, activities 4-9 
below are N/A) 

• CONDUCTED RESEARCH (POLLING) OF 20 
LARGEST MORTGAGE LENDING BANKS IN 
ORDER TO FIND OUT WHAT TYPE OF 
INSURANCE (IF ANY) THEY USE;  

• ATCI CO-SPONSORED A ROUND TABLE WITH 
UNIA, PRESENTING RESULTS TO ENCOURAGE 
MORTGAGE COMPANIES TO REQUIRE OR AT 
LEAST OFFER MORTGAGE-RELATED LIFE 
INSURANCE 

4.  Assess existing actuarial data (mortality 
tables) 

• THE STATE STATISTICS COMMITTEE OF 
UKRAINE PUBLISHED ITS UPDATE OF 
MORTALITY TABLES FOR 2006-2007 AT THE 
END OF JUNE. THE STATE STATISTICS 
COMMITTEE OF UKRAINE AGREED TO 
PROVIDE THE DATA ON THE OFFICIAL 
REQUEST FROM ATCI. 

5.  Select candidate insurers N/A 
6.  Develop term sheet and rate structure N/A 
7.  Draft product policy N/A 
8.  Conduct road show with mortgage lending 
banks and financial institutions 

N/A 

9.  Launch product N/A 
 
E.  Appraisers/Brokers Associations 
1. Needs assessment of UAR and appraisal 
organizations • COMPLETED IN EARLIER QUARTER 

2. Facilitate development and use of unified 
methodology for certification of real estate 
practitioners between UAREP and Union of 
Real Estate Companies (UARC) 

• NORM FLYNN MET WITH REAL ESTATE 
ASSOCIATIONS TO FURTHER CEMENT TIES 
FOR MERGER 

3. Work with UAREP and UARC on adapting 
Russian Guild of Realtors' training or other 
appropriate standards 

• N/A THIS QUARTER 
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4. Adapt and implement IVSC standards for 
appraisers through Ukrainian Association of 
Appraisers (UTO) 

• IDENTIFIED THE DEPARTMENT IN THE 
MINISTRY OF FINANCE RESPONSIBLE FOR 
DRAFTING REAL ESTATE APPRAISING 
STANDARDS AND PROVIDED UTO WITH THE 
CONTACTS FOR FURTHER COLLABORATION 

• EMERGENCY MEETING HELD BY MEMBERS OF 
UTO AND STATE PROPERTY FUND TO 
ADDRESS KEEPING AUTHORITY OF THESE 
ORGANIZATIONS FOR THEIR ABILITIES TO 
SET STANDARDS FOR THE PROFESSION.   

• COMPLETING TRASLATION OF APPRAISAL 
BOOK TO FORM BASIS FOR APPRAISERS 
COURSE AND EXAMS NEARLY COMPLETED 

5. Organize study tours if appropriate • NO ACTIVITY ON THIS ISSUE. 
6. Price transaction database - establish 
multiple listing service (MLS) • NO ACTIVITY THIS QUARTER 

 
F.  Mortgage-backed Securities 

1.  Establish Legal Working Group to assess 
legal basis and regulatory framework 

• ESTABLISHED LEGAL WORKING GROUP 
JOINTLY WITH THE AUDIT TASK FORCE 
UNDER THE SSMSC AND ATCI 

a) Pledge Law--multiple pledgees COMPLETED  
b) Bankruptcy Statutes--pledge excluded 

from bankruptcy estate COMPLETED  

c) Trust Law--bondholder representative 

• SUBMITTED DRAFT AMENDMENTS REGARDING 
AGREED UPON PROCEDURES TO THE SSMSC 
1528 REGULATION ON AUDIT REPORTS 

• SSMSC PUBLISHED FOR PUBLIC DISCUSSION 
DRAFT AMENDMENTS REGARDING AGREED 
UPON PROCEDURES TO THE SSMSC’S 1528 
REGULATION ON AUDIT REPORTS - JOINTLY 
DEVELOPED BY THE AUDIT TASK FORCE 
UNDER THE SSMSC AND ATCI 

2.  Select candidate issuer(s) • COMPLETED IN EARLIER QUARTER 

3.  Draft and introduce new amendments to 
covered bond law 

• THE COMMITTEE ON FINANCE AND BANKING 
SUBMITTED DRAFT RESOLUTION ON 
ADOPTING THE DRAFT AMENDMENTS TO THE 
MORTGAGE BOND LAW IN THE FIRST 
READING TO VERKHOVNA RADA 

• MORTGAGE BOND LAW AMENDMENTS 
PROMOTED IN THE CABINET OF MINISTERS’ 
ANTI-CRISIS PROGRAM OF ACTIVITIES FOR 
2009 

4.  Conduct educational seminars on covered 
bonds and adoption of amendments 

• ATCI PRESENTED ESSENTIAL DIFFERENCES 
BETWEEN MORTGAGE-BACKED SECURITIES 
AND COVERED BONDS FOR UAIB  

6.  Develop standardized indenture • N/A 
7.  Draft investment memorandum • N/A 
8.  Registration and Listing • N/A 

9.  Identify potential investors • ATCI CONTINUED TO IDENTIFY POTENTIAL 
INVESTORS 

10.  Conduct "road show" • N/A 
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11.  Price and place issue 
• ADVISED KHRESCHATYK BANK TO INCREASE 

THE BOND COUPON SIZE FOR THEIR 
MORTGAGE BOND ISSUE  

12. Convey issuance technology through 
educational seminars / articles / media event • N/A 

 

LIST OF ATTACHMENTS 

 

ATTACHMENT 1: Workshop Presentation “Estimation of losses from defaults on mortgages 
according to Basel II” 

ATTACHMENT 2: State Mortgage Institution Bond Prospectus (Original in Ukrainian) 

ATTACHMENT 3:  Khreschatyk Mortgage Covered Bond Placement Report 

ATTACHMENT 4:      Norm Flynn's Report in Kiev, 11-08.   
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C.  FIXED INCOME – Ukraine   
 

I. COMPONENT DESCRIPTION – FIXED INCOME UKRAINE 

 
This Report provides details on the events and activities relating to the Fixed Income Component of the 
USAID Access to Credit Initiative, as implemented by The Pragma Corporation, during the period from 
October 1 through December 31, 2008. 

The objective of the fixed income component is to expand the availability of capital to borrowers as an 
alternative to bank financing. Experience in developing such markets in other countries has demonstrated 
that corporate bonds and other fixed income instruments can offer borrower’s longer-term financing at 
lower cost when compared to the lending practices of most banks. In fact, most banking systems rely on 
short-term deposits to fund loans and are comfortable with only lending working capital to businesses. 
While the universe of fixed-income instruments is vast, ATCI is concentrating on identifying corporations 
with sufficient means and inclination to issue corporate bonds. Municipal bonds, mortgage-backed bonds, 
and the securitization of other asset pools are expected once enabling legislation is passed. Specific 
objectives include issuing at least one pilot for each type of bond. Since most government securities are 
viewed by investors as being the least risky and frequently are used as a benchmark for pricing other debt 
securities issued in the market, related objectives include working with the GOU and GOM to develop 
longer-term Treasury securities for construction of a long-term Government yield curve.  
 

II. SIGNIFICANT EVENTS AND ACHIEVEMENTS – FIXED INCOME UKRAINE 

• KEY STAFF OF ATCI ALONG WITH HEAD CAPITAL MARKETS DIVISION OF MOF ATTEND 
18TH OECD GLOBAL FORUM ON PUBLIC DEBT MANAGEMENT HELD ON DECEMBER 3-5 IN 
PARIS; ATCI BRIEFS THE MOF ON THE IMPACT OF THE GLOBAL FINANCIAL CRISIS ON 
BORROWING STRATEGIES IN UKRAINE BASED ON DISCUSSIONS AT AND BEST PRACTICES 
UTILIZED AND PRESENTED AT THE FORUM; IMPORTANCE AND URGENCY OF 
IMPLEMENTING A DOMESTIC GOVERNMENT BOND MARKET STRESSED 

 
• ATCI ASSESSES THE ANTI-CRISIS LEGISLATION; DEVELOPS PROPOSALS FOR DEVELOPMENT 

OF THE DOMESTIC GOVERNMENT BOND MARKET 
 

• ATCI PRESENTS TO MOF THE DRAFT LAW ON PUBLIC DEBT  
 

• ATCI SUBMITS TO MOF DRAFT PROCEDURE ON TENDERING SELECTION OF THE 
GOVERNMENT BOND PURCHASE AGREEMENT BETWEEN PRIMARY DEALERS AND MOF   

 
• ATCI PRESENTS AMENDMENTS TO THE DRAFT LAW “ON STATE BUDGET OF UKRAINE 

FOR 2009” REGARDING THE DEVELOPMENT OF DOMESTIC GOVERNMENT BOND MARKET  
 

• ATCI CONTINUES TO PURSUE TO CONTRACT AKK, DEBT MANAGEMENT AGENCY OF 
HUNGARY, FOR STTA DURING FIRST QUARTER 2009, TO ASSIST MOF WITH 
DEVELOPMENT OF GOVERNMENT BOND MARKET AND REPO TRANSACTIONS 

 
• ATCI PROMOTES STRATEGY TO ODESA CITY COUNSEL REGARDING PLACEMENT OF 

EXCESS TREASURY BALANCES PLEDGED WITH COLLATERAL OF ODESA MUNICIPAL 
BONDS; ASSESSES FACTORS WHICH IMPEDE DEVELOPMENT OF DOMESTIC BOND 
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MARKET; SUBMITS PROPOSALS ON AMENDMENTS TO PRIMARY DOMESTIC BOND 
PLACEMENT PROCEDURES TO THE SSMSC  

EXTERNAL EVENTS:   
• NBU APPROVES SMI CABMIN GUARANTEED CORPORATE BONDS FOR REPO OPERATIONS 

BY LETTER NO.  
 

• CABMIN’S RESOLUTION NO. 907 ADOPTING PROCEDURES ON MOF’S TEMPORARY 
GOVERNMENT SECURITIES PURCHASES COMES INTO FORCE  

 
• ANTI-CRISIS LAW NO. 639 COMES INTO FORCE, SETTING FRAMEWORK FOR THE 

ESTABLISHMENT OF A STABILIZATION FUND AND RECAPITALIZATION OF BANKS  
 

• CABMIN APPROVED PROVISIONAL ORDER OF USING STABILIZATION FUND AND ORDER 
ON THE STATE’S PARTICIPATION IN CAPITALIZATION OF BANKS THAT ENVISAGE 
ISSUANCE OF GOVERNMENT BONDS FOR FINANCING PURPOSES  

 
• IMF APPROVES USD 16.4 BILLION AS STAND-BY ARRANGEMENT FOR UKRAINE; USD 4.5 

BILLION FOR IMMEDIATE USE   
 

• CABMIN INCREASES STATUTORY CAPITAL OF TWO STATE BANKS BY THE AMOUNT OF 
UAH 17.5 BILLION THROUGH ISSUANCE OF LONG-TERM GOVERNMENT BONDS; UAH 8.5 
BILLION PURCHASED BY NBU  

 
• RADA APPROVES BUDGET 2009 WITH UAH 70 BILLION DOMESTIC GOVERNMENT BOND 

ISSUANCE PLAN, ALLOWING MOF TO PLACE FREE BALANCES OF SINGLE TREASURY 
ACCOUNT IN BANKS PLEDGED BY GOVERNMENT BONDS  

 
• NBU INCREASES OFFICIAL USD/UAH EXCHANGE RATE BY 37%, FROM 4.86 TO 7.70  
      

  
III. EXECUTIVE SUMMARY – FIXED INCOME UKRAINE  

ATCI began to concentrate on developing a long-term government yield curve for Ukraine in winter 2006 
when trying to price the pilot Ukrgasbank covered bond issue without pricing reference (government yield 
curve). ATCI approached the MOF to gauge their interest in cooperating with ATCI to host a high level 
debt management forum for senior leadership. The Forum was designed to explore what steps the 
Government of Ukraine should take to manage its debt requirements efficiently; to examine the role 
domestic government debt markets play in efficient capital allocation; to analyze the institutional framework 
requisite for market development such as the role of primary dealers, use of pre-announced auction 
calendars; development of a debt management strategy; mitigation of risk in debt management, establishing a 
debt management office (DMO) and comparisons of how debt management offices (DMOs) are organized 
and work in other countries. In sum, the Forum was to analyze what has worked in other countries facing 
similar circumstances and what has not. Subsequently, the Forum took place in March 2007 and explored 
the practical aspects of formulating a debt management strategy and necessary elements for successful 
development of the primary and secondary market in government securities; the use and role of  re-
purchase agreements in contributing to market liquidity; and what changes to the legal framework might be 
necessary for use by senior leadership when framing policy choices for adopting a plan of action that leads 
toward development of a liquid domestic Government securities market in Ukraine. However, a few months 
after the Forum took place, the government changed at the ministerial and deputy level but not at the 
departmental level.  At that time, new Deputy Minister Lytvyn supported the idea and the move towards 
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market pricing. Subsequently, he suggested meeting informally on Saturdays (meditation sessions) to explore 
more fully the issues related to development of the treasury market and how best to proceed.  The sessions 
first began February 2, 2008 and continued through the fall of 2008.  

Much discussion in these informal meetings had centered on how to reduce the cost of issuing at market 
when the Government is running a budgetary surplus and does not need the money. Any money raised is 
subsequently deposited in the Single Treasury Account (STA) administered by the NBU. However, by law, 
the NBU is not allowed to pay interest on money held in the STA in the name of the MOF. Therefore, if 
government securities are issued at market, the MOF has no offsetting income to show that blunts the cost 
of market issuance. In developed economies this is not a problem for two reasons: first, issuance of 
government securities is always conducted at market and second, since the government is all one pocket, 
interest earned by the central bank offsets its cost of issuance. In Ukraine, however, the issue is a political 
one. Currently, issuance is conducted using a pre-set issuance rate that is substantially below market. Any 
move to market rates would be expensive for the MOF and the present minister is not inclined to move to 
market unless there is some way for the MOF to show income that significantly reduces to cost of issuance 
to 1% or less.   

The way to show income is for the MOF to conduct reverse repo transactions by putting the money it 
raises at market prices back into the banking system. Unfortunately, this encroaches on the NBU’s mandate 
to conduct monetary policy and interferes with NBU liquidity management. Consequently, the Saturday 
Committee members suggested a meeting with the NBU to discuss the situation and to explore if there 
might be a way to circumvent the legislative restriction of paying interest income. The meeting did not yield 
specific results but the NBU leadership did acknowledge that something might be done. During one of the 
Saturday sessions after the NBU - MOF meeting, one of the members floated the idea of a liquidity facility 
managed by the NBU that could pay fees to the MOF as one way to show income against the costs of 
borrowing at market. The idea was subsequently run by the NBU and informally agreed to but 
implementation of the agreement is to be determined. Another scenario under consideration is one in 
which the Ministry of Finance places its excess balance within the State Treasury Account with banks that, in 
turn, pledge Treasury securities with the NBU. In case of a failure to repay, the treasuries would be sold to 
repay the MOF.   This procedure would be a preliminary step for the MOF to earn interest income that can 
be used to offset the cost of selling treasuries at market. This is also driven by a need to smooth the large 
seasonal spike in excess balances that the MOF receives for corporate income tax payments (draining 
liquidity form the banking system) allowing money to be put back into the banking system. The MOF 
supports the need for coordination with the NBU since such actions could adversely impact the NBU’s 
ability to conduct monetary policy).  

The ATCI COP along with ATCI’s lead government debt advisor and the MoF Head of the Capital Markets 
Division attended the 18th OECD Global Forum on Public Debt Management & Emerging Government 
Securities Markets & the 3rd OECD Forum on African Public Debt Management held in Paris December 3-5.  
These representatives received documents, heard presentations, and participated in discussions with other 
delegates of donor organizations, developed countries, and emerging market countries regarding 
experiences of best practices and activities in borrowing strategies in normal times as well as during this 
global financial crisis.  These experiences and practices will assist Ukraine’s development of the domestic 
government securities market and provide the means for ATCI to help the Ministry of Finance establish the 
primary dealer network along with the transition of market pricing for government securities issuance.  
Following this Forum, ATCI presented the major findings and common best practices to the MOF for their 
better understanding in the development of the domestic government securities market.  At the same time, 
ATCI presented draft amendments to Budget Law 2009 introducing scheduled and regular bond auctions, 
Primary Dealer system, and allowing repo/reverse repos; ATCI draft version of Law on Public Debt. 
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ATCI continued to be active in the reform and development of the domestic government bond market, 
which has assumed even greater importance with the global financial crisis and economical crisis affecting 
Ukraine. To assist the MoF, ATCI submitted to it the draft order on “The open tender selection of the 
government bond temporary purchase agreement counterparties to MoF of Ukraine (see Attachment 5). 
ATCI developed the draft law “On Public Debt” which stipulates the main preconditions of such reform; 
introduction of primary dealer system; and development of the REPO market (see Attachment 6).To speed 
the process ATCI proposed the relevant amendments to   the draft law of Ukraine “On State Budget of 
Ukraine for 2009” (see Attachment 7). 

In order to assist the MOF in these developments of the domestic government bond and repo markets, 
ATCI continued to pursue the technical assistance of AKK, the Debt Management Agency of Hungary.  
Their key professionals have had prior experience working in Ukraine and working with the MOF of 
Ukraine as well.  During this quarter, USAID approved ATCI to contract with AKK for this assistance, as it 
was necessary to gain approval for an FCN to perform this work.  It is anticipated that ATCI will finalize the 
contracting process with AKK early next year and the AKK work will commence in mid- first quarter of 
2009. 

While  promoting Odesa City Council’s placement of the excessive treasury balances pledged with collateral 
of Odesa municipal bonds, ATCI found that according to SSMSC Resolution No. 414 it is prohibited to place 
municipal bonds below par. Since capital markets have become much more volatile in the financial crisis such 
prohibition impedes the development of domestic bond market. ATCI applied to the SSMSC to consider the 
possibility of introducing changes to the Resolution stipulating a possibility of primary placement of municipal 
bonds below par, provided those are placed publicly at a stock exchange (see Attachment 8). 

PTAP (USAID/World Bank Programmatic Technical Assistance Partnership) is scheduled to re-commence 
with the World Bank’s Michel Noel’s arrival to Kyiv early in January 2009. 

   
IV. ADMINISTRATIVE ISSUES – FIXED INCOME UKRAINE 

 
ATCI received USAID approval for a waiver request to retain the Debt Management Agency of Hungary 
(AKK) as Advisor to the MOF on essential aspects for establishment of domestic government securities 
market.  ATCI is in the final stages of finalizing the contracting process with AKK; expectations are for AKK 
to commence their work in Kyiv during the upcoming mid-quarter. 

 
V. DESCRIPTION AND STATUS OF TASKS – FIXED INCOME UKRAINE 

A.  Regulatory reform 
Defined Activity Progress Made During Quarter/Proposed Future 

Actions 

1. Focus on transparency and disclosure 
regulations at SSMSC • N/A 

2. Present round table with Association of 
Investment Businesses to eliminate 
mandatory credit ratings 

• ATCI AND UAIB HAD PLANNED TO HOLD 
ROUNDTABLE AFTER A SERIES OF MEETINGS 
FOR DISCUSSIONS AND DRAFTING OF NEW 
RATINGS LAW BUT AFTER NUMEROUS 
ATTEMPTS TO ENGAGE THE UAIB, NOTHING 
HAPPENED 

• ATCI WILL SEEK ANOTHER PARTNER TO 
CHAMPION THE ELIMINATION OF MANDATORY 
CREDIT RATINGS  
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3. Draft regulations on rating agencies 

 
N/A 

 
 

4. Participate in the working groups to 
amend pledge and bankruptcy laws / draft 
legislation to enable the use of trust 

N/A 

 
B. Assist GOU and NBU in constructing a long-term government yield curve in Ukraine 

1. Asses status of Treasury debt market 
and impediment to development 

• ATCI CONTINUED TO MONITOR VOLUMES, 
BID/ASK SPREADS AND YIELDS IN PRIMARY AND 
SECONDARY TREASURY DEBT MARKET 

• MONITORED CHANGES IN THE GOVERNMENT 
POLICY AND COMMITMENTS REGARDING THE 
TREASURY DEBT MARKET (PUBLICATION OF 
ISSUANCE SCHEDULE (ATTACHMENT 1), 
ANNOUNCEMENTS ON YIELD AND DURATION 
POLICIES, DEBT MANAGEMENT STRATEGY, 
INTRODUCTION OF THE PRIMARY DEALER 
SYSTEM). 

• STANDARD AND POOR’S DECREASED UKRAINE’S 
LONG-TERM FOREIGN CURRENCY OBLIGATIONS 
RATING FROM B+ TO B. 

• MOODY'S CHANGED OUTLOOK ON UKRAINE TO 
STABLE FROM POSITIVE. 

• IMF APPROVED $16.4 BILLION STAND-BY 
ARRANGEMENT FOR UKRAINE; $4.5 BN. FOR 
IMMEDIATE USE. 

a)  Propose structure for development of 
Government Securities market 

• CONTINUED MONITORING GOVERNMENT AND 
NBU POLICIES AND REGULATIONS ON CHANGES 
IN THE POLICY OF DEVELOPING FINANCIAL 
MARKETS. 

• ATCI DEVELOPED  THE DRAFT LAW ON PUBLIC 
DEBT WHICH STIPULATES THE MAIN 
PRECONDITIONS OF SUCH REFORM - 
INTRODUCTION OF PRIMARY DEALER SYSTEM 
AND REPO MARKET 

• ATCI PROPOSED THE RELEVANT AMENDMENTS TO  
THE DRAFT LAW OF UKRAINE “ON STATE 
BUDGET OF UKRAINE FOR 2009”  

• ATCI PROPOSES PROCEDURES FOR MOF IN 
SELECTING PRIMARY DEALERS  

b)  Propose benchmark issues for 
construction of medium and long term 
Yield Curve 

• CONTINUED MONITORING VOLUMES AND TERM 
STRUCTURE OF OUTSTANDING STOCK 
EXCHANGE-LISTED ISSUES OF THE GOVERNMENT 
SECURITIES 

• CONTINUED MONITORING LISTING STATUS OF 
THE GOVERNMENT SECURITIES IN CIRCULATION. 

• IN MEETINGS AT MOF, ATCI CONTINUES TO 
PROPOSE BENCHMARK ISSUES AT MARKET,  

• ATCI PRESENTED HIGHLIGHTS FOR MOF ON THE 
18TH OECD FORUM; RECOMMENDATION TO 
START WITH ISSUING SHORT TERM DOMESTIC 
BONDS, E.G., 3, 6, 12 MONTH MATURITIES; PLUS 
OTHER BEST PRACTICES 
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c)  Expand investor base in Government 
Securities 

• MONITORED CHANGES IN LEGISLATION THAT 
ALLOW INSTITUTIONAL INVESTORS, I.E., STATE 
DEPOSIT INSURANCE FUND, TO INVEST MORE IN 
GOVERNMENT SECURITIES AND ESTABLISHING OF 
NEW PROSPECTIVE INSTITUTIONAL INVESTORS IN 
GOVERNMENT SECURITIES (PENSION 
ACCUMULATION FUND, INVESTOR'S GUARANTEE 
FUND) 

• THE MINISTRY OF FINANCE SUGGESTED TO 
INCREASE ANNUAL CONTRIBUTIONS TO THE 
STATE DEPOSIT GUARANTEE FUND 

2. Assist in design of a functioning primary 
dealer and repo market 

• ATCI DRAFTED PROCEDURES AND LEGISLATION 
RE: ESTABLISHMENT OF A YIELD CURVE, REGULAR 
ISSUANCES AT PRE-ANNOUNCED INTERVALS OF 
GOVERNMENT DEBT SECURITIES AT MARKET 
PRICES; DEVELOPMENT OF REPO/REVERSE REPO 
MARKET ALONG WITH PRIMARY DEALERS 

  a)  Prepare standard rules for repo 
market activities including standardized 
repo agreement 

• ATCI RECEIVED USAID WAIVER APPROVAL TO 
CONTRACT HUNGARIAN DEBT MANAGEMENT 
AGENCY (AKK)  TO UTILIZE STTA EXPERT IN 
DEVELOPMENT OF REPO/REVERSE REPO MARKET 
AND ESTABLISHMENT OF PRIMARY DEALERS NEXT 
QUARTER  

  b)  Design REPO and reverse REPO 
market 

• SEE ABOVE 
• ATCI SUBMITTED TO MOF THE DRAFT ORDER ON 

THE OPEN TENDER SELECTION OF THE 
GOVERNMENT BOND TEMPORARY PURCHASE 
AGREEMENT COUNTERPARTIES TO MOF OF 
UKRAINE 

  c)  Define activities of Primary Dealers 

• ATCI DEVELOPED DRAFT CABMIN’S RESOLUTION 
ON INTRODUCTION OF PRIMARY DEALER SYSTEM, 
PAVING WAY FOR MOF TO DEVELOP THE 
DOMESTIC GOVERNMENT BOND MARKET 

  d)  Development of dealer institutional 
framework 

• SEE ABOVE; ATCI DRAFTING PRIMARY DEALER 
AGREEMENT WHICH CONTAINS OBLIGATIONS 
FOR PDS 

• 10TH STOCK EXCHANGE LICENSED BY THE SSMSC, 
BUT REALISTICALLY, 1 OR 2 EXCHANGES SHOULD 
BE LISTING THESE GOVERNMENT SECURITIES 

 
 
LIST OF ATTACHMENTS  
 
ATTACHMENT 5:   Draft Order on the Open Tender Selection of the Government Bond Temporary 

Purchase Agreement Counterparties to MoF of Ukraine 

ATTACHMENT 6:   Draft Law on Public Debt 

ATTACHMENT 7:   Amendments to the Draft law On State Budget of Ukraine for 2009 

ATTACHMENT 8:   Draft Amendments to Primary Municipal Bonds Placement Procedure
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D.     MUNICIPAL - Ukraine 

 

I. COMPONENT DESCRIPTION - MUNICIPAL UKRAINE 

This Report provides details on the events and activities relating to the Municipal Component of the 
USAID Access to Credit Initiative, as implemented by The Pragma Corporation, during the period from 
October 1 through December 31, 2008. 
 
The municipal finance program of the Access to Credit Initiative helps cities and communal service 
enterprises issue long-term bonds for essential infrastructure.  The program has also been promoting 
the development of a municipal finance facility in Ukraine.  
 
Technical assistance from the program’s team of Ukrainian and international experts in finance, 
accounting, and law will enable at least three municipalities or communal enterprises to issue bonds.  
The pilot bonds will demonstrate practices that creditworthy issuers employ to win investor confidence, 
such as transparent accounts, full disclosure, and financing capital projects that “pay for themselves” with 
cost savings.   
 
Pilot bonds will disclose legal and regulatory obstacles to bond issuance. The bond program will develop 
solutions and advocate for their enactment. Legal goals include promotion of stable, predictable central 
government transfers to municipalities, greater fiscal autonomy for cities, and full-cost recovery tariffs 
for utility companies. 
 
Creditworthiness assessments and legal preparations for pilot bonds will inform the development of a 
viable, self-sustaining municipal finance facility that raises funds in the capital markets and on-lends them 
to creditworthy cities and utilities. 
 
Key counterpart organizations supporting the bond program are the Association of Ukrainian Cities, the 
Ministry of Housing and Communal Economy, Ministry of Finance, Ministry of Economy, Ministry of 
Construction and Regional Development.  
 

II. SIGNIFICANT EVENTS AND ACHIEVEMENTS - MUNICIPAL UKRAINE 

 
• ATCI ASSISTED ODESA CITY COUNCIL IN PROMOTING PLACEMENT OF THE EXCESS 

BUDGET FUNDS PLEDGED WITH COLLATERAL OF ODESA MUNICIPAL BONDS; 
ASSISTING IN PREPARATION OF DOCUMENTS FOR POSTPONEMENT UNTIL 2009 OF 
UAH 300 MLN. BOND PLACEMENT 

 
• ATCI ADDRESSED NECESSITY OF PRIMARY PLACEMENT OF MUNICIPAL BONDS BELOW 

PAR AND DELIVERED RELEVANT DRAFT AMENDMENTS TO LEGISLATION TO THE 
SSMSC; MET WITH MOF DISCUSSING THIS ISSUE 

 
• ATCI ASSISTED CITY OF LVIV IN PREPARING DRAFT AGREEMENTS WITH 

UNDERWRITER AND PAYMENT AGENT; LVIV RECEIVED NO BIDS FOR PURCHASING 
BONDS SINCE APPROVED COUPON RATE OF 12% WAS SIGNIFICANTLY BELOW THE 
MARKET 
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• ATCI PARTICIPATED IN THE “IVth UKRAINIAN MUNICIPAL FORUM” DELIVERING 
PRESENTATION “MUNICIPAL BORROWINGS AS AN IMPORTANT MEANS OF CITY 
DEVELOPMENT FINANCING” 

 
EXTERNAL EVENTS:  
• LAW ON STATE BUDGET FOR 2009 AUTHORIZES LOCAL GOVERNMENTS TO 

PURCHACE GOVERNMENT BONDS AND OWN MUNICIPAL BONDS AT THE ACCOUNT 
OF TEMPORARILY FREE FUNDS OF LOCAL BUDGETS, WITH SIMULTANEOUS LIABILITY 
TO SELL THEM NOT LATER THAN BY THE END OF YEAR. THE LAW ALSO PROVIDES 
THAT PROCEDURE OF PLACEMENT OF TEMPORARILY FREE FUNDS OF LOCAL 
BUDGETS ON BANKS’ DEPOSITS SHALL BE ESTABLISHED BY THE CABMIN    

 
• DRAFT LAW 2639, WHICH AMENDS ECONOMIC CODE AND LAW ON BUSINESS 

PARTNERSHIPS BY ALLOWING BUDGET FUNDS TO BE CONTRIBUTED IN STATUTORY 
CAPITAL OF BUSINESS PARTNERSHIPS IN CASES ENVISAGED BY LAW, WAS PASSED IN 
THE FIRST READING 

 
• LAW ON MUNICIPAL ASSOCIATIONS ENLARGING POTENTIAL OF MUNICIPAL 

ASSOCIATIONS TO INFLUENCE ON BUDGETARY PROCESS WAS PASSED IN THE 
PARLIAMENT 

 
• CITY OF KHARKIV RECEIVED NO BIDS FOR ITS UAH 500 MLN. BOND AT COUPON 

RATE OF 16% 
 

• ON SEPTEMBER 30, S&P RAISED ODESA NATIONAL RATING FROM uaA TO uaA+ 
REFLECTING ODESA’S BALANCE SHEET NOT CONTAINING DEFAULTED BONDS 
ISSUED IN 1997. ON OCTOBER 15, S&P PUT KIEV, LVIV, ODESA, IVANO-FRANKIVSK, 
LUHANSK, DNIPROPETROVSK AND CRIMEA RATINGS ON NEGATIVE OUTLOOK  

 
 

III. EXECUTIVE SUMMARY - MUNICIPAL UKRAINE 

Often, cities in Ukraine have balances on deposit in the State Treasury Account of regional branches of 
the NBU. In order to earn interest and more efficiently manage such treasury balances, ATCI suggested 
that cities be allowed to place these excess balances with financial institutions in exchange for collateral 
of previously issued municipal bonds of that particular city. ATCI entered into discussion with Odessa to 
conduct a pilot. If successful, the process would demonstrate an additional use of municipal bonds – 
furthering their utility as a financing mechanism that results in additional incentives for municipal 
issuance.  
 
ATCI cooperated with Odessa City Council on promoting placement of the excess budget funds 
pledged with collateral of Odessa municipal bonds, which would minimize credit risk. At the city’s 
request, ATCI developed a set of draft documents for implementation of this transaction, which 
includes: scheme of the transaction, city council resolution, deposit agreement, pledge agreement, and 
letter to the State Treasury (see Attachments 9-13) 
 
Odesa City Council intended to issue UAH 300 million bond after receiving MOF approval for its 
placement in 2008. But given the unfavorable situation on the market and shortage of time, they decided 
to postpone the placement to 2009 and requested ATCI to assist in preparing relevant draft documents 
including: city council resolution stipulating deficit of budget for development for 2009 and a letter to 
MOF for re-approval of the issue (see Attachments 14 and 15). 
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During these activities ATCI discovered that due to significant volatility in the capital market, interest 
rates can increase in between the times of approval of the decision of the City Council and the market 
placement of municipal bonds. Therefore, cities of Lviv and Kharkiv failed to place municipal bonds, 
while the Odesa bonds placement was at jeopardy. On the other hand, if anticipating volatile interest 
rates for municipal bonds, the risks of unprecedented increases in budget spending for bond servicing 
associated with possible increase of the base for determining volatile rates will grow considerably. 
Under the given circumstances, the restriction to place interest rates at the prices below their par value 
will serve as an impediment for the local governments to execute their lawful authority to borrow. The 
possibility of issuing bonds with interest rate payments and discount placement (i.e., discount-interest 
bonds) upon condition of their placement on a stock exchange could satisfy and meet the given 
challenge.  
 
However, currently, the SSMSC Regulation in force does not provide for such opportunity for 
municipalities to place discounted bonds. ATCI addressed the SSMSC to consider the possibility of 
introducing amendments to the Regulation providing for a possibility of primary placement of municipal 
bonds below par, if those bonds are placed publicly at a stock exchange. Draft amendments to the 
Regulation 414 along with justification note (see Attachments 16 and 17) were prepared and presented to 
the SSMSC. In addition, ATCI discussed this issue with the MOF to confirm no objection in this matter. 
 
ATCI continued advising city of Lviv on issuance of the UAH 200 million bond issue with a maximum 
coupon rate of 12%. On October 10 the city held a repeated competition for underwriter selection and 
received one bid from the investment company “Decra”. The city consulted ATCI on local treasury vs. 
bank as a payment agent for the municipal bond issue, on draft agreements with underwriter and 
payment agent. On December 29 Lviv received no bids for purchasing bonds due to the approved 
coupon rate being significantly below the market rate.  
 
MFF 
 
ATCI continued to work on the draft Law on Local Borrowings and Local Guarantees which also 
includes section on establishment and functioning of a Municipal Finance Facility. Obligations constituting 
municipal debt include an important component of so-called contingent liabilities that cease to be 
contingent in case of occurrence of a certain event in the future. The events triggering the conversion of 
contingent liabilities to real may be non-fulfillment of guarantee obligations by the borrower (a guarantee 
case) or private partner’s fulfillment of its obligations under an agreement of public-private partnership. 
Under such circumstances, the draft Law should regulate the issue of including obligations to a private 
partner and not only those for issued guarantees in municipal debt. 
 
Draft Law 2639 was passed in the first reading. The draft Law amends the Economic Code and Law on 
Business Partnerships by allowing budget funds to be contributed in statutory capital of business 
partnerships in cases envisaged by law. It means that if the Government decides to invest into MFF 
capital, it can do that by providing relevant provision in a Law (e.g. Law on Local Borrowings; Law on 
State Budget for relevant year). ATCI addressed elimination of this ban before, but it remained one of 
main objections from the MOF. 
 
At end of reporting quarter, an official at EBRD expressed possible interest in financing the 
establishment of the MFF; ATCI will contact the EBRD once again for discussions after the first part of 
the next quarter. 
 
Workshops and public education 
 
ATCI participated in the IVth Ukrainian Municipal Forum in Artek (Crimea), October 2-4, 2008 and 
delivered the presentation “Municipal Borrowings as an Important Means of City Development 
Financing”. The presentation was published in the handbook of the Forum (see Attachment 18).  
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Plan of Action 

1. Promote draft legislation, which would eliminate obstacles and ensure MFF creation and 
effective activities. 

2. Collaborate with other donors, IFIs, and private investors on establishment of the MFF in 
Ukraine. 

3. Continue advisory help on bond issuance to other Ukrainian municipalities at their requests. 
4. Collaborate with the World Bank on a set of reforms to further develop Ukraine’s sub 

national debt market.  
5. Run workshop on debt issuance and associated issues, in particular in collaboration with the 

AUC. 
 
 

IV. ADMINISTRATIVE ISSUES - MUNICIPAL UKRAINE 

 
NONE 
 
 

V. DESCRIPTION AND STATUS OF TASKS – MUNICIPAL UKRAINE 

 
A. Constraints to Bond Issuance 
 

Defined Activity Progress Made During Quarter/Proposed Future Actions 

1. Monitor GOU intergov't 
finance practices for credit risks  

• ADDRESSED NEED OF PRIMARY PLACEMENT OF MUNICIPAL 
BONDS BELOW PAR AND DELIVERED RELEVANT DRAFT 
AMENDMENTS TO LEGISLATION TO THE SSMSC; DISCUSSED 
SAME WITH MOF. 

 
• LAW ON STATE BUDGET FOR 2009 AUTHORIZES LOCAL 

GOVERNMENTS TO PURCHACE GOVERNMENT BONDS AND 
OWN MUNICIPAL BONDS AT THE ACCOUNT OF 
TEMPORARILY FREE FUNDS OF LOCAL BUDGETS, WITH 
SIMULTANEOUS LIABILITY TO SELL THEM NOT LATER THAN 
BY THE END OF YEAR. THE LAW ALSO PROVIDES THAT 
PROCEDURE OF PLACEMENT OF TEMPORARILY FREE FUNDS 
OF LOCAL BUDGETS ON BANKS’ DEPOSITS SHALL BE 
ESTABLISHED BY THE CABMIN 

2. Participate in Drafting on Law 
on Local Borrowing  
  

• COMPLETED  

3. Assemble Legal Task Force 
for Municipal Issuance 

• COMPLETED 

4. Develop a roadmap for bond 
issuance by municipalities 

• COMPLETED 

5. A ST Advisor will investigate 
other legal and economic issues 

• COMPLETED 
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B. Prepare and Issue Pilot Bonds 
Defined Activity Progress Made During Quarter/Proposed Future Actions 

1. Initiation of pilot 
 • COMPLETED 

2. Implementation • COMPLETED 

3. Berdyansk--Pilot Bond 
Development 
 

• COMPLETED 

4. Ivano-Frankivsk Bond 
Development 

• COMPLETED 

5. Korosten-Pilot Bond 
Development 

• COMPLETED 

6. Cherkasy--Re-evaluate for Pilot 
Bond 

• COMPLETED 

7. Select, evaluate, prepare 2 new 
Pilot Bond Cities/Utilities 

• COMPLETED 

8. Luhansk 
• COMPLETED 

9. L'viv 
 • COMPLETED 

10. Assist other municipalities 
upon request 
 

• COOPERATED WITH ODESA CITY COUNCIL PROMOTING 
PLACEMENT OF THE EXCESS BUDGET FUNDS PLEDGED 
WITH COLLATERAL OF ODESA MUNICIPAL BONDS AND 
ASSISTING IN PREPARATION OF DOCUMENTS FOR 
POSTPONEMENT OF PLACEMENT OF UAH 300 MLN. BOND 
TO 2009 

 
• ASSISTED CITY OF LVIV IN PREPARING DRAFT 

AGREEMENTS WITH UNDERWRITER AND PAYMENT 
AGENT 

 
C. Pooled Finance Facility (Municipal Finance Facility) 

Defined Activity Progress Made During Quarter/Proposed Future Actions 
1. Pooled Finance Conference and 
Development • N/A 

2. Develop legislative basis for 
establishment of MFF 

• CONTINUED TO WORK ON DRAFT LAW ON LOCAL 
BORROWINGS AND LOCAL GUARANTEES, WHICH ALSO 
INCLUDES A SECTION ON ESTABLISHMENT AND 
FUNCTIONING OF A MUNICIPAL FINANCE FACILITY, ON 
INCLUDING OBLIGATIONS TO A PRIVATE PARTNER 
UNDER AN AGREEMENT OF PUBLIC-PRIVATE 
PARTNERSHIP AS A CONTINGENT LIABILITY 

3. Cooperate with IBSER and 
AUC to present round tables on 
Laws on Local Borrowing and MFF 

• NO ACTIVITY ON THIS ISSUE. 

4. Secure GOU/private financing • DRAFT LAW 2639, WHICH AMENDS ECONOMIC CODE 
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for MFF AND LAW ON BUSINESS PARTNERSHIPS BY ALLOWING 
BUDGET FUNDS TO BE CONTRIBUTED IN STATUTORY 
CAPITAL OF BUSINESS PARTNERSHIPS IN CASES 
ENVISAGED BY LAW, WAS PASSED IN THE FIRST READING. 
ATCI ADDRESSED ELIMINATION OF THIS BAN BEFORE 

5. Development of business plan • N/A 
  a)  Development of 
implementing regulations 

• N/A 

  b)  Development of legal and 
operating documents 

• N/A 

6. Develop operational policies • N/A 
7. Financial product development • N/A 
8. Develop credit enhancements • N/A 
9. Provide technical support for 
operational start-up and pilot 
issue 

• N/A 

 
D. Training and Dissemination 

Defined Activity Progress Made During Quarter/Proposed Future Actions 
1. Present workshop with AUC on 
bond issuance for cities <800k pop; 
transfer of methodology to cities 
through AUC  

PARTICIPATED IN THE IVth UKRAINIAN MUNICIPAL FORUM 
AND DELIVERED PRESENTATION “MUNICIPAL BORROWINGS 
AS AN IMPORTANT MEANS OF CITY DEVELOPMENT 
FINANCING”  

 
 
LIST OF ATTACHMENTS 

 

ATTACHMENT 9:  Presentation on Odesa Pilot Placement of Excess Budget Funds Pledged With 

Collateral of Odesa Municipal Bonds 

ATTACHMENT 10:  Draft Odesa City Council Resolution on Placement of Excess Budget Funds 

Pledged With Collateral of Odesa Municipal Bonds  

ATTACHMENT 11:  Draft Odesa Deposit Agreement 

ATTACHMENT 12:  Draft Odesa Pledge Agreement 

ATTACHMENT 13:  Draft Letter to the State Treasury 

ATTACHMENT 14:  Draft Odesa City Council Resolution Stipulating Deficit of Budget for Development 

and Bond Issuance In 2009 

ATTACHMENT 15:  Draft Letter to MOF for Re-Approval of Odesa Municipal Bond Issue In 2009 

ATTACHMENT 16:  Draft Amendments to the SSMSC Regulation 414 on Procedure of Municipal Bonds 

Issuance 

ATTACHMENT 17:  Justification Note on Placement of Municipal Bonds Below Par 

ATTACHMENT 18:  ATCI Presentation at Artek, “Municipal Borrowings as an Important Means of City 

Development Financing” 
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E.   LEASING - Ukraine 
 

I. COMPONENT DESCRIPTION – LEASING UKRAINE 

 
This report details events and activities relating to the Leasing Component of the USAID Access to Credit 
Initiative, implemented by the Pragma Corporation, during the period from October 1 through December 
31, 2008. 
 
The primary purpose of the Leasing Component is not only to create a supportive environment for modern 
financial leasing but to provide specific technical, advisory, and training assistance in order to increase access 
to credit throughout Ukraine. Leasing can be an efficient alternative to bank credit for financing acquisition 
of fixed assets, and can often complement bank credit allowing a company to increase its access to needed 
credit availability.  
 
ATCI will aim to strengthen existing leasing companies. Capacity building will consist of training and 
consulting for lessors, lessees, farmers, regulators, and other interested parties, such as equipment vendors 
and banks. ATCI will seek potential foreign and local investors, interested in investing in Ukraine’s leasing 
industry, and assist them in their evaluation of specific opportunities. ATCI will continue to conduct public 
awareness efforts, alone and in conjunction with local business groups and other international donor 
agencies, directed at potential lessees and equipment vendors as well as the media, in order to help 
familiarize Ukraine’s business community with how leasing works, as well as how businesses and farmers can 
successfully use leasing. 
 
The Leasing Component will facilitate the increase the number of professionals available to work in 
Ukraine’s leasing industry, as well as increase their professional knowledge and standing, by introducing the 
Certified Leasing Specialist (CLS) Program, a designation for market participants so that they may attain 
world standards of practice. 
 
ATCI will continue to promote reform of the legislative and regulatory framework for leasing, as well as tax 
incentives to promote capital spending and plant modernization, to facilitate industry development and entry 
of foreign capital into the market. 
 

II. SIGNIFICANT EVENTS – LEASING UKRAINE 

 
• USING GOVERNMENT DATA, ATCI HAS DETERMINED THAT THE “PENETRATION RATE,” 

DEFINED AS THE PERCENTAGE OF CAPITAL EQUIPMENT FINANCED THROUGH 
LEASING, WAS 9% IN THE 2ND QUARTER AND 6.7% IN THE 3RD QUARTER OF 2008, THUS 
DROPPING SIGNIFICANTLY WHEN COMPARED TO THE SAME QUARTERS IN 2007: 27.1% 
AND 22.1% 
 

• ON NOVEMBER, 1-2, THE CLS EXAM SESSION TOOK PLACE WHICH RESULTED IN 12 
PEOPLE OUT OF 36 PASSING SUCCESSFULLY ALL 3 EXAMS. THUS, THE TOTAL NUMBER 
OF CERTIFIED LEASE SPECIALISTS IN UKRAINE INCREASED TO 95 PERSONS (47 MEN AND 
48 WOMEN) AND THAT IS APPROXIMATELY 6% OF ALL PEOPLE EMPLOYED IN LEASING 
IN UKRAINE. THE TOTAL NUMBER OF LEASING PERSONNEL TRAINED SINCE 
LAUNCHING OF THE PROGRAM IN 2006 HAS AMOUNTED TO 206 
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• ATCI PRESENTED THE SECOND ISSUE OF THE CLSU NEWSLETTER DISTRIBUTED AMONG 
ALL CLS PARTICIPANTS AND LEASING COMPANIES  

 
• ON DECEMBER 18, ATCI CO-SPONSORED THE LEASING ROUND TABLE “LEASING 

COMPANIES’ OPERATION AGAINST THE BACKGROUND OF THE UNSTABLE FINANCIAL 
MARKET” TOGETHER WITH KYIV NATIONAL UNIVERSITY FOR TRADE AND ECONOMICS 
AND ALL-UKRAINIAN UNION OF LESSORS.  

 
• WORK ON DRAFTING OF THE LEASING MANUAL ALMOST COMPLETED; AS OF 

DECEMBER, 31, 45% OF THE BOOK WAS PROFESSIONALLY EDITED TO ENSURE 
CONSISTENCY AND ACCURACY OF THE LANGUAGE AND TERMS USED.  

 
III. EXECUTIVE SUMMARY – LEASING UKRAINE 

 
Using data provided by the State Commission for Regulation of Financial Services Markets in Ukraine as well 
as State Statistics Committee of Ukraine, ATCI established that the “penetration rate,” (defined as the rate 
at which financial leasing is used as a method of acquiring capital equipment) amounted to 9% in the 2nd 
Quarter and 6.7% in the 3rd Quarter of 2008 compared to 27.1% and 22.1% for the respective periods in 
2007. Such significant drop was caused by difficult financial conditions in which leasing companies were 
operating, in particular, the credit and currency crises. Nevertheless, the leasing portfolio of Ukrainian 
companies as of September, 30, increased to USD 5.8 billion or almost by 100% compared to September 30, 
2007. 
 
ATCI participated in two meetings of the Leasing Commission of the Ukrainian League of Industrialists and 
Entrepreneurs at which the package of anti-crisis measures was elaborated to be submitted to Verkhovna 
Rada. The measures included amendments to laws related, first of all, to taxation (see Attachment 19). If 
passed, they could help to facilitate leasing companies’ operations amid the crises and possibly avoid 
significant recession. 
 
On November, 1-2, the CLS exam session took place. Out of 36 individuals taking the training offered by 
Kompas during September, 26 – October, 26, 12 people passed all 3 exams and will be awarded certificates 
during a ceremony scheduled for the next quarter. Thus, the total number of Certified Lease Specialists in 
Ukraine amounted to 95 persons (47 men and 48 women) which is about 6% of all people working in 
Ukrainian leasing industry. Since launching of the Program in 2006, a total of 206 people participated in the 
CLS training. 
 
In the context of promotion of the CLS Program and the NGO, ATCI published the second issue of the 
NGO’s newsletter containing articles on taxation of leaseback, lease project implementation model, as well 
as an overview of the Ukrainian leasing market based on the results of the first six months of 2008 (see 
Attachment 20). The newsletter is distributed at no charge among all CLS participants, leasing companies and 
relevant governmental bodies on a quarterly basis and is also available through the NGO’s official Web-site 
www.leasepro.org.ua. 
 
The Lease Association, All Ukrainian Union of Lessors, approached ATCI and the NGO expressing its interest 
in becoming a training provider for the CLS Program, however, after reviewing the requirements of training 
providers set forth by the NGO’s official documents, they decided to look for other possible activities of 
cooperation with the Union and involvement in the development of the CLS Program, since the current 
status of the Association did not allow it to offer such kind of training. In particular, it was suggested that the 
Association could name its members to the NGO’s Board for them to be involved in considering trainees’ 
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feedbacks following the courses and introducing necessary changes to modules and exam questions. 
However, before that, the Association’s members and officers concerned should take the CLS training to 
become certified, in order to have an objective view of the Program’s content and ability to offer possible 
ways of its development. 
 
On December 18, together with Kyiv National University for Trade and Economics and the All-Ukrainian 
Union of Lessors, ATCI co-sponsored the Leasing Round Table “Leasing Companies’ Operation Against the 
Background of the Unstable Financial Market”. The event addressed the issues of monetary and credit policy 
of the central bank amid the financial crisis, possible after-effects for the leasing industry, anti-crisis tools for 
leasing companies and possible trends of capital market development (see Attachment 21). Over 70 
participants of the round table had an opportunity to hear the opinions of representatives of the National 
Bank of Ukraine, top Ukrainian leasing companies, as well as scholars exploring theoretical aspects of leasing. 
The participants defined short-term prospects of the Ukrainian leasing market development, which included 
growth of financing in national currency, increase of demand for cheaper and used equipment and 
intensification of M&A process, as a result of which nearly 30% of leasing companies will leave the market. 
One of the possible ways to improve the current situation was for the Government to create a “refinancing 
window” (UAH 100-200 billion) for the real sector of the economy with acceptable interest rates (nearly 
20%) and using the mechanism of leasing (see Attachment 22). 
 
Based on the data provided by the State Commission for Regulation of Financial Services Markets ATCI 
prepared and distributed an overview of leasing market statistics in Ukraine for the period of January-
September, 2008 (See Attachment 23). Given the fact that leasing companies in Ukraine do not have access to 
this information until publishing by the Commission of its official annual report in February-March, such 
work is very important and in demand by the market participants. In 2009, ATCI plans to assist the State 
Commission together with All-Ukrainian Union of Lessors in presenting the results of leasing surveys on a 
quarterly basis. 
 
Work on drafting of the Leasing Manual reached its final stage. As of December 31, 2008, 45% of the book 
was subjected to professional editing to ensure the consistency and accuracy of the language and terms 
used. It is now envisioned that the Manual will be ready for publishing next quarter. 
 
      
IV. ADMINISTRATIVE ISSUES – LEASING UKRAINE 

N/A 
 
  
V. DESCRIPTION AND STATUS OF TASKS – LEASING UKRAINE 

 
Task 1.  Financial Leasing – Building Participant Capacity 

Defined Activity Progress Made During Quarter/Proposed Future Actions 
• Polling the financial 

community for interest in 
leasing courses from which 
successful participants will 
graduate as certified financial 
lessors 

 COMPLETED 

• Design and launch 1-3 day 
leasing seminar   COMPLETED 

• Deliver seminars for other 
industry participants  COMPLETED 
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• Prepare and launch seminars 
for potential lessees and CLP 
trainees in the regions 

 N/A    

• Develop strategy for CLP 
program for Ukraine  

a) Development of 
content/study-guide  COMPLETED 

b) Develop training 
modules  COMPLETED 

c) Develop examination  COMPLETED 
d) Establish local training 

providers  N/A  

e) Begin program   COMPLETED 
f) Establishment of NGO   COMPLETED 
g) Expand the CLP training 

regionally   N/A  

h) Maintain the relevance 
of the CLP body of 
knowledge and 
examination questions 

 REGARDING THE CLS EXAM SESSION SCHEDULED FOR 
NOVEMBER, 1-2, ATCI, TOGETHER WITH THE NGO MEMBERS 
AND CLS TRAINERS, REVIEWED AND UPDATED THE EXISTING 
POOL OF EXAM QUESTIONS.  

i) Establish the 
sustainability of NGO  

 THE 2ND ISSUE OF THE NGO’S QUARTERLY NEWSLETTER WAS 
PUBLISHED AND DISTRIBUTED AT NO CHARGE AMONG ALL 
PARTICIPANTS OF THE CLS PROGRAM AS WELL AS ALL 
LEASING COMPANIES. THE ISSUE TOUCHED UPON THE 
TAXATION OF LEASEBACK TRANSACTIONS, LEASE PROJECT 
IMPLEMENTATION MODEL AND OVERVIEW OF THE MARKET 
DYNAMICS DURING THE FIRST SIX MONTHS OF 2008. 

 

j) Ensure the transition of 
the CLP program under 
the auspices of NGO 

 NGO MEMBERS WHO WERE CLS TRAINERS WERE INVOLVED 
IN PREPARING OF THE EXAM QUESTIONS AND TWO OF 
WERE ON THE CLS EXAM BOARD RESOLVING ON THE 
PASSING GRADES AND CARRYING OUT OVERALL 
SUPERVISION OVER THE EXAM PROCESS. 

 
Task 2.  Financial Leasing – Information Network 

Defined Activity Progress Made During Quarter/Proposed Future Actions 
• Initiation  COMPLETED 

• Hold / participate in 
conf/roundtables on state of 
leasing industry for gov't 
officials, media and industry 
participants 

 ON DECEMBER, 18, ATCI CO-SPONSORED THE LEASING 
ROUNDTABLE “LEASING COMPANIES’ OPERATIONS AGAINST 
THE BACKGROUND OF THE UNSTABLE FINANCIAL MARKET 
(I.E., THE CRISES)” TOGETHER WITH KYIV NATIONAL 
UNIVERSITY FOR TRADE AND ECONOMICS AND ALL-
UKRAINIAN UNION OF LESSORS. THE ROUNDTABLE 
ADDRESSED THE RELEVANT ISSUES OF THE CURRENT 
FINANCIAL CRISIS AND ITS IMPACT ON THE WORK OF 
LEASING COMPANIES AS WELL AS POSSIBLE WAYS OF 
LESSENING ITS CONSEQUENCES. MORE THAN 70 
PARTICIPANTS ATTENDED. 

• Prepare and distribute 
educational materials on 
various aspects of 
international best practice 
and practice in Ukraine 

 N/A 

• Prepare and distribute 
manual on 'Leasing in 

 AS OF DECEMBER 31, 2008, 45% OF THE LEASING MANUAL 
WAS PROFESSIONALLY EDITED TO ENSURE THE 
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Ukraine' CONSISTENCY AND ACCURACY OF THE LANGUAGE USED. IT 
IS PLANNED TO HAVE THE MANUAL READY FOR PUBLISHING 
BY THE END OF THE 1ST QUARTER OF 2009. (NOTE: A BIT OF A 
DELAY FROM ORIGINAL SCHEDULE, DUE TO ADDITIONAL 
TIME REQUIRED FOR REVIEWING AND EDITING.) 

 
 
Task 3. Financial Leasing – Market Research 

Defined Activity Progress Made During Quarter/Proposed Future Actions 

• Design and track a system of 
indicators reflecting the 
macro situation on the 
leasing market 

 PENETRATION RATE (RATE AT WHICH FINANCIAL LEASING IS 
USED AS A METHOD OF ACQUIRING CAPITAL EQUIPMENT) 
WAS FOR THE 2ND QUARTER OF 2008, 9%; AND FOR THE 3RD 
QUARTER – 6.7% COMPARED TO 27.1% AND 22.1% FOR THE 
RESPECTIVE PERIODS IN 2007. NEVERTHELESS, THE LEASING 
PORTFOLIO OF UKRAINIAN COMPANIES GREW BY NEARLY 
100% DURING THE PERIOD SEPTEMBER 2007-SEPTEMBER 2008, 
AND AMOUNTED TO USD 5.8 BILLION. 

• Prepare and carry out a 
survey covering main leasing 
macro indicators 

 ATCI CONTINUED ITS COOPERATION WITH THE STATE 
COMMISSION FOR REGULATION OF FINANCIAL SERVICES 
MARKETS IN ENSURING THE PRESENTATION OF LEASING 
SURVEY RESULTS ON A QUARTERLY BASIS IN 2009. 

• Monitor leasing activities of 
major foreign banks in 
Ukraine 

 N/A 

 
 
Task 4.  Financial Leasing - Consulting Services 

Defined Activity Progress Made During Quarter/Proposed Future Actions 
• Initiation of assistance 

services  COMPLETED 

• Translation-based advisory 
services  N/A  

• Provide advisory services on 
selected basis to lessors and 
other market participants 

 UPON REQUEST, ATCI PROVIDED ADVISORY ASSISTANCE TO 
THE LEASING COMPANY UNIVERSALNA (LVIV) WITH REGARD 
TO THE CURRENT SITUATION IN THE LEASING MARKET OF 
UKRAINE, INCLUDING STATISTICAL DATA. 

• Assist new market entry on 
selected basis  N/A 

• Provide consulting on 
organizational and 
management Issues 

 N/A 

• Assistance in securing 
financial sources  N/A 
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LIST OF ATTACHMENTS 
 
ATTACHMENT 19:  Anti-crisis Package by the Leasing Commission of the Ukrainian League of 

Industrialists and Entrepreneurs 
 
ATTACHMENT 20:  2nd Issue of the Certified Lease Specialists Union’s Newsletter 
 
ATTACHMENT 21:  Agenda of the Leasing Round Table “Leasing Companies’ Operation against the 

Background of the Unstable Financial Market” 
 
ATTACHMENT 22:  Notes from the Leasing Round Table “Leasing Companies’ Operation against the 

Background of the Unstable Financial Market” 
 
ATTACHMENT 23:  Leasing Market Dynamics as of the 3rd Quarter of 2008 
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F.   CREDIT BUREAU/CREDIT RATING AGENCY – Ukraine  
 

This report provides details on events and activities relating to the Credit Bureau/Credit Rating 
component of the USAID Access to Credit Initiative, as implemented by the Pragma Corporation, 
during the period from October 1, 2008 through December 31, 2008. 
 

I. COMPONENT DESCRIPTION – CREDIT BUREAU UKRAINE 

 
The objective of this activity is to establish and develop a Credit Bureau in Ukraine, which is a key piece 
of financial infrastructure. A Credit Bureau serves as a financial intermediary between the lender and the 
borrower in order to stimulate, in the first instance, the SME and retail markets within a free market 
competitive economic system.  
 
The practical definition of a Credit Bureau, for design and implementation purposes in Ukraine, is one of 
an impartial entity that will store all past and present credit transactions entered into by a particular 
legal or physical person and one that will indicate the manner in which the subject of the credit profile 
repaid the obligation to the respective creditors. The Credit Bureau would contain gender-neutral 
demographic information on a consumer to ensure proper identification, information that is pertinent to 
their creditworthiness, and an indication of the overall risk relating to an applicant. The Credit Bureau 
will provide an avenue for the verification or validation of any information that may be questioned or 
disputed by the subject of the credit profile. A Credit Bureau serves both parties in a credit transaction 
and is an excellent tool to reduce risk and facilitate and accelerate the approval process.   
 
 

II. SIGNIFICANT EVENTS - CREDIT BUREAU UKRAINE 

 
• UKRAINIAN BUREAU OF CREDIT HISTORIES (UBCH) HAVING DEVELOPED A VARIANT OF 

EXPERIAN’S SCORING SYSTEM, HAS ESTABLISHED A NEW SERVICE CALLED «CREDIT 
SCORE». UBCH HAS BEGUN SELLING THE INSURANCE HISTORIES 

 
• UKRSIBBANK BECAME A BANK-PARTNER OF UBCH 
 
• FIRST ALL-UKRAINIAN BUREAU OF THE CREDIT HISTORIES (FABCH) TOGETHER WITH THE 

MINISTRY OF INTERNAL RELATIONS ESTABLISHED A NEW SERVICE FOR THE PARTNERS OF 
THE CREDIT BUREAU TO CHECK INFORMATION ONLINE OF LOST PASSPORTS FROM THE 
DATABASE OF THE MINISTRY OF INTERNAL RELATIONS. FABCH SUPPORTS A PERSONAL 
DATABASE OF THE BANK’S CUSTOMERS WITH REGARD TO THE LOST PASSPORTS. 

  
  

III. EXECUTIVE SUMMARY – CREDIT BUREAU UKRAINE 

 
ATCI continued to provide on-going consultancy to ensure compliance with international standards of 
best practice during the development phase of a credit reporting system, and to provide advice to the 
overall market with respect to data sharing and the reduction of data fragmentation.  
 
ATCI’s area of focus remained in two basic areas: a) overall coordination of the market given the 
likelihood of data fragmentation and b) drafting regulations.  
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ATCI continues to interface on a regular basis with FNBCH, IBCH, and other interested parties, 
including foreign credit bureau operators. Major highlights and accomplishments over the past quarter 
follow: 
 
IBCH has conducted research on the basis of personal databases of the credit histories. The share of the 
bad credits is 10.35 %.  More than 30 % of the refusal by the banks-partners to issue loans is being based 
on information from the IBCH. A proportion of the bad credits for the individuals in Ukraine is about 30 
billions hrivnas in the opinion of the collection agencies. 
 
ATCI is monitoring the problems of credit bureaus face as they operatie under crisis conditions in the 
financial markets. 
 
 
IV. COMPONENT DESCRIPTION - CREDIT RATING UKRAINE 

 
ATCI Credit Rating component is aimed at promoting the development of competitive, fair, and 
effective credit rating industry in Ukraine.     
 
Ukraine faces great challenges in fostering further development of capital markets that enable efficient 
mobilization of domestic and foreign capital to support sustainable economic growth. Credit ratings 
offer significant benefits for investors. It is true that ratings do not constitute investment or financial 
advice. Ratings are not recommendations to purchase, sell, or hold particular securities. However, 
ratings do serve as an important tool for the adoption of sound and informed investment decisions 
based on a professional opinion for payment of debt.  
 
Ratings represent additional information content and quality framework for the market. They facilitate 
investor comparison and selection of investment alternatives. A rating agency, with its fundamental 
approach and access to information, provides ratings that validly compare and contrast the strengths of 
different organizations and represent opinions regarding relative future creditworthiness of entities or 
instruments.  
 
Being at a nascent stage, Ukrainian ratings industry has a long way to go, and an ATCI objective is to 
make sure that it develops according to international standards of best practice. To achieve this 
objective and in active cooperation with market participants and government agencies, ATCI focuses its 
efforts on establishing policy dialogue aimed at both the development of fair and effective regulatory 
framework and implementation of best international practices on operational level.  
 
The focus for ATCI during this last portion of the project is to eliminate mandatory credit ratings 
requirements, through amendments to provisions of related legislative documents. 
 
        
V. SIGNIFICANT EVENTS - CREDIT RATING UKRAINE 

 
NONE 
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VI. EXECUTIVE SUMMARY - CREDIT RATING UKRAINE 

 
Brief Historic Note 
 
The mandatory rating requirement came into existence in late 2004.  This required those companies 
wanting to issue ratings in Ukraine to be selected by tender conducted by the SSMSC. One key 
requirement was that the ratings company be a Ukrainian legal entity. This requirement limited 
participants to only a few ratings and kept the internationally recognized rating agencies out all together. 
Only the domestic credit ratings agency, “Credit Rating” received authority from the SSMSC to offer 
ratings to Ukrainian issuers. Effectively, any company or municipality that wanted to issue securities had 
to use them. The mandatory requirement remains in effect to this day and accounts for the exceptional 
growth of CR.   
 
Historical and Current Situations 
 
Adoption of the Law of Ukraine # 3201 dated Dec. 15, 2005 expands and legislates mandatory ratings. 
This Law specifies the issuers and types of securities1 subject to mandatory rating. In response to Law 
#3201, the SSMSC developed and adopted the resolution that allows Ukrainian companies to use Fitch, 
Moody’s and Standard & Poor’s ratings for the domestic market. In other words, these three 
international rating agencies are allowed by the law to assign ratings (still mandatory) to Ukrainian 
issuers and their securities.  
 
Pursuant to the Law # 3201 mandatory ratings can be assigned by: 
 
Authorized Ukrainian rating agencies certified by the SSMSC; 
International rating agencies recognized by the SSMSC. 
 
Additionally, the National scale approved by the Cabinet of Ministers must be used only by authorized 
Ukrainian rating agencies; International ratings agencies can use their own scales. 
 
In May 2007, the Cabinet of Ministers of Ukraine approved the revised National Rating Scale. As 
mentioned above authorized Ukrainian rating agencies (so far “Credit-Rating” only) must use this scale. 
The National Scale includes long-term credit ratings (more than one year) and short-term ratings (up to 
one year). Ratings are subdivided into two grades: investment grade and speculative grade. Definitions of 
different ratings used in the National Scale are similar to those used in Ukraine-specific national scales 
used by international rating agencies. 
 
On the one hand, the market could accept this National Scale as long it is just the set of definitions 
specifying different rating grades that do not entail “prescribed methodology” for assigning ratings.  In 
this respect, the good news for international rating agencies is that the National scale (as mentioned 
before) resembles their Ukraine-specific scales. This makes it easier to match ratings assigned by 
international rating agencies to specific rating grades under the National Scale. But overall, the entire 
concept of National Scale runs contrary to the best international practice, since the Government should 
not tell rating agencies what scale they should use in their operations.  Mandatory ratings are in 
themselves contrary to international best practices. 

                                                 
1 All types of issuable securities (which are not allocated among the founders or among the preliminary determined persons) 
are subject to mandatory rating, except the following types of securities: government securities, shares, securities of non-diversified 
joint investment institutions, securities issued by State Mortgage Institution  
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Furthermore, currently the SSMSC is drafting the regulation on correspondence of international rating 
agencies’ ratings to the ratings under the Cabinet of Ministers’ National Scale.       
 
Events in the Market  
 
Rating agencies “Expert-Rating” and “IBI-Rating,” since April 2007, have been challenging in Ukrainian 
courts, the status of authorized rating agency awarded to the “Credit-Rating” company by Resolution 
378 of August 31, 2004, of the Securities and Stock Market State Commission. 
 
Court actions continue because there were procedural violations when court decisions were approved 
and also because of the fact that “Expert-Rating” and “IBI-Rating” as plaintiffs did not submit to the court 
any evidence that their legitimate interests were infringed, in particular, “Expert-Rating” was not 
registered in the territory of Ukraine as of the moment the challenged decisions were rendered by 
court.  
Any changes in status and activity of Credit Rating as regards determining credit ratings, obligatory in 
accordance with current legislation, are possible only if the decision of the last-instance court takes legal 
effect.  
  
On the official website of the state regulator, they published a draft decision “On Strengthening the Role 
of Authorized Rating Agencies in Protecting Rights of Target Bond Holders,” which envisions stricter 
requirements both to issuers and issues of securities aiming to reduce risks in this market segment. 
In 2006-2007, the nominal volume of rated issues of target bonds was UAH 16.3 billion, out of which 
UAH 1.2 billion were submitted for redemption in 2007 and UAH 1.3 billion are planned to redeem in 
the current year. It is also worth taking into consideration that, to finance housing construction, land 
developers over the past two years issued interest-bearing and discount bonds with par value of UAH 
0.7 billion and UAH 6.3 billion respectively. 
  
ATCI had earlier in the year met with its counterpart the Ukrainian Association of Investment 
Businesses. During the discussion, the problems in the ratings market were noted: no competition, the 
market is not transparent, and there is an acute need to change the legal requirement for mandatory 
ratings of issuers and issues of securities. Draft normative acts proposed earlier do not solve these 
problems effectively enough. All of this calls for the need to elaborate a new draft law. As a result, ATCI 
and UAIB agreed to pursue drafting a new law, with UAIB developing a work plan for this venture.   
 
Pursuant to this earlier meeting, ATCI called for another meeting in late December with Mr. Leonov, 
President, UAIB, to discuss their intentions of following through in their participation on elaborating a 
draft law and eliminating mandatory credit ratings.  In that UAIB had done nothing since the last meeting, 
ATCI had commented on its activities and plans to eliminate mandatory credit ratings for Ukrainian 
issuers of bonds, which are consistent with best world practices.  ATCI delivered a soft copy of the 
white paper regarding this issue, developed several years ago; UAIB was to deliver to ATCI a new plan 
and timeline for activities during the first week of the new year.   

NOTE: During the preparation of this quarterly report, the ‘new’ plan was delivered to ATCI by 
the UAIB; this plan duplicated the plan developed by the UAIB and delivered to ATCI 8 months 
prior. It must be added however, that due to a lack of follow-up activities and actions by UAIB in 
this work plan, ATCI may be looking for another partner to eliminate mandatory credit ratings. 

 
SSMSC made amendments to the Rules of identifying ranking score on the basis of National rating scale 
by Authorized Credit Rating Agency (ACRA). It requires from ACRA to publish the ranking scores of 
the targeted bonds and its updating in the both official printing of SSMSC and mass media in the area of 
construction. The ranking scores and its updating of the targeted bonds’ issuers must also be published.  



 
 

USAID ATCI Project, implemented by The Pragma Corporation – Seventeenth Quarterly Report          44 
 

 ACRA has registered 13 defaults in a field of the targeted housing bonds. 
 
The Committee of European Securities Regulators (CESR) made a response to the consultation 
document of the Commission services on a draft proposal for a Directive/Regulation on Credit Rating 
Agencies (Ref.: CESR/08-671) on September 16, 2008. In accordance with this response CESR considers 
CESR’s «Report to the European Commission» (CESR/08-277. 19th may 2008) the most efficient way of 
addressing the challenges in the credit rating industry.  Commissioner Charlie McCreevy says Europe's 
proposal goes further than U.S. regulations, banning those companies that provide ratings from also 
providing consulting work. McCreevy said the proposed rules will balance the agencies' need for 
independence with "effective oversight. 
 
US Securities and Exchange Commission prepared Final Rules and Proposed Rules relating to Nationally 
Recognized Statistical Rating Organizations and Credit Ratings on December 3, 2008. 
               
  

VII. ADMINISTRATIVE MATTERS – CB/CR UKRAINE 

 
NONE 
 
 

VIII. DESCRIPTION AND STATUS OF TASKS – CB/CR UKRAINE 

Task 1.  Credit Bureau: Assessment of Credit Bureau Status and Establishment of Credit 
Bureau System in Ukraine--COMPLETED 

 
Defined Activity Progress made during quarter/proposed future actions 

1. Develop and establish linkages 
with primary international 
credit bureau operators 

• COMPLETED   -  CREDITINFO  WINS FNBCH TENDER  

2. Secure buy-in of local data 
providers and users 

 
• MARKET REMAINS SPLIT – DATA FRAGMENTATION 

CONTINUES AS FOUR CREDIT BUREAUS HAVE BEEN 
ESTABLISHED IN UKRAINE.  

• THE BUREAU OF INSURANCE HISTORIES STARTS ITS 
OPERATIONS IN UKRAINE. 

 

3. Sponsor visits to potential 
foreign CB partners 

 
• COMPLETED   - FINANCIAL ASSISTANCE HAS NOT BEEN 

REQUESTED AND IS NO LONGER REQUIRED. 
 

4. Determine and review CIC 
development strategy with 
government and counterparts 

 
• FNBCH REQUESTS FURTHER ATCI ASSISTANCE  

 
• CONTINUED DISCUSSIONS WITH AUB AND OTHER CIC 

REPRESENTATIVES FURTHER IMPLEMENTATION 
STRATEGY FOR THE DEVELOPMENT OF CB. 

5. Market best approach for 
structuring, establishing and 
operating CIC 

 
• PUBLIC RELATIONS STRATEGY CONTINUED AND 

INCLUDED VISITS TO INDIVIDUAL MARKET 
PARTICIPANTS. 

 
• FNBCH AND ICB CONTINUE NEGOTIATIONS ON 



 
 

USAID ATCI Project, implemented by The Pragma Corporation – Seventeenth Quarterly Report          45 
 

CONCLUSION OF AGREEMENTS WITH 
TELECOMMUNICATIONS AND INSURANCE SECTOR. 

 
• IBCH CONDUCTS A TEST SALE OF CREDIT REPORT 

 
• IBCH ACCUMULATED OVER 1 200 000 CREDIT HISTORIES 

IN ITS DATABASE 
 

• FNBCH  ACCUMULATED OVER 400 000 CREDIT 
HISTORIES IN ITS DATABASE 

 
• UBCH ACCUMULATED OVER 12 500 000 CREDIT 

HISTORIES IN ITS DATABASE 
 

• THREE NEW SHAREHOLDERS JOIN IBCH. NBCH 
COMPLETED SIGNING OF AGREEMENTS ON PROVISION 
OF DATA WITH ITS SHAREHOLDER-BANKS 

6. Analyse and Coordinate passage 
of law 

 
• MARKET PARTICIPANTS RECOGNIZE THE NEED FOR 

AMENDMENTS TO THE CREDIT BUREAU LAW.  
HOWEVER, GIVEN THE STATE OF MARKET 
DEVELOPMENT, IMMEDIATE AMENDMENTS ARE DEEMED 
PREMATURE. 

 

7. Define Business and Operations 
Plan 

 
• COMPLETED 

 
8. Outline Package of Technical 

Requirements • COMPLETED 

9. Discussions with Government 
Data Providers 

• DIFFICULTY IN FINDING THE “PERSON” IN CHARGE OF  
PUBLIC REGISTRIES STILL CONTINUES 

 
Task 2. Credit Bureau: Development and Promotion of Credit Bureau System in Ukraine 

• Secure Buy-in of Foreign 
Investors and Banks 

COMPLETED:  
• CREDITINFO (ICELAND) NOW OPERATES A COMMON 

PLATFORM FOR THE TWO LARGEST BUREAUS.  
• THE MINISTRY OF JUSTICE OF UKRAINE ISSUED THE 

LICENSE TO THE FOURTH BUREAU OF CREDIT HISTORIES 
– “RUSSKIY STANDART”. 

• BRITISH COMPANY “PROVIDENT FINACIAL” ENTERS 
UKRAINIAN RETAIL LENDING MARKET 

• FNBCH HAS AGREEMENTS WITH 42 BANKS. ACTUAL 
PROVISION OF CREDIT REPORTS HAS STARTED WITH 17 
BANKS. 

• IBCH HAS 35 PARTNERS, ONE MILLION CREDIT HISTORIES 
IN ITS DATABASE, AND STARTED COMMERCIAL SALE OF 
CREDIT REPORTS. 

• Develop and Deliver Package 
of Training Programs (banks, 
leasing, credit unions) 

 
• AUB AND ATCI TO CARRY OUT A SERIES OF 

PRESENTATIONS FOR REGIONAL BANKS. THIS JOINT 
ACTIVITY, TO HAVE BEEN ORGANIZED BY AUB AND 
UNDERTAKEN JOINTLY WITH AUB, HAS BEEN 
POSTPONED UNTIL NOVEMBER 2008.  

• ATCI INDEPENDENTLY HELD A SEMINAR IN SIMFEROPOL 
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ON CREDIT BUREAU/LEASING ISSUES UPON THE REQUEST 
OF UKRAINIAN LEAGUE OF INDUSTRIALISTS AND 
ENTREPRENEURS.   

• Assist the Ministry of Justice in 
drafting regulations governing 
CB operations  

 
• ATCI ASSISTS MINJUST IN THE DRAFTING REGULATIONS 

GOVERNING CREDIT BUREAU OPERATIONS. 
 

• COMPLETED - TASK FORCE (ATCI, ICB, FNBCH, MINISTRY 
OF JUSTICE) FINALISES THE REGULATION ON LICENSING 
REQUIREMENTS.AND MINISTRY OF JUSTICE OF UKRAINE 
ADOPTS LICENSING REGULATION FOR CREDIT BUREAUS. 

   
• TASK FORCE AGREES TO DRAFT TWO MORE 

REGULATIONS: ON UNIFIED REGISTRY OF CREDIT 
BUREAUS, AND ON INSPECTION OF CREDIT BUREAUS. 

 
• FNBCH, IBCH, AND UBCH (PRIVATBANK) RECEIVED THE 

LICENSE FOR CREDIT BUREAU 
 

• ATCI ASSISTS UKRAINIAN CREDIT BUREAUS AND THE 
MINISTRY OF JUSTICE OF UKRAINE IN ADDRESSING 
PRACTICAL PROBLEMS RESULTING FROM THE ADOPTED 
LICENSING REGULATION    

 
• ATCI, UKRAINIAN CREDIT BUREAUS AND THE MINISTRY 

OF JUSTICE OF UKRAINE CONTINUE THE DEVELOPMENT 
OF REGULATION ON INSPECTION OF CREDIT BUREAUS. 

 
• ATCI PARTICIPATES IN WORKING GROUP TO ENSURE 

IMPLEMENTATION OF THE LAW OF UKRAINE “ON 
ORGANIZING THE FORMATION AND CIRCULATION FOR 
CREDIT HISTORIES” 

 
• THE MINISTRY OF JUSTICE PUBLISHED DRAFT 

REGULATION ON INSPECTION OF CREDIT BUREAUS ON 
ITS WEB PAGE. ATCI SUBMITTED ITS COMMENTS TO THE 
DRAFT REGULATION TO THE MINISTRY OF JUSTICE. 

 
• MINJUST INITIATES INSPECTIONS OF CREDIT BUREAUS 

 
• ATCI PARTICIPATES IN A MEETING OF THE WORKING 

GROUP IN THE MINISTRY OF JUSTICE. THE DISCUSSING 
WAS ABOUT PROJECT OF THE KABMIN’S REGULATION 
CONCERNING CRITERIA’S, WHICH ARE CONSIDERED 
FOR ESTIMATING RISKS IN COMMERCIAL ACTIVITY OF 
CREDIT BUREAUS. 

• Deliver educational workshops 
for the specialists of the 
Ministry of Justice and other 
state agencies  

 
• ATCI HOLDS 2 MINI WORK SHOPS FOR THE SPECIALISTS 

FROM THE MINISTRY OF JUSTICE  
 

• MINISTRY OF JUSTICE EXPRESSED INTEREST IN FURTHER 
SEMINARS. ATCI WILL ASSESS JUSTICE RESPONSIVENESS 
TO DRAFT REGULATIONS PRIOR TO COMMITMENT  
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• ATCI HOLDS A SEMINAR ON MORTGAGE AND CREDIT 
BUREAU ISSUES FOR THE SPECIALISTS FROM CENTRAL 
AND REGIONAL OFFICES OF THE SECURITIES 
COMMISSION.   

• Discuss participation in 
international credit bureau 
conference to be held in 
Kyiv/Ukraine 

• ATCI CO-SPONSORED AND PARTICIPATED IN 
INTERNATIONAL CREDIT BUREAU CONFERENCE. 

 
 

CREDIT RATING COMPONENT 
 

• Assist in the development 
of competitive and fair 
ratings industry  

 
 
• INTERNATIONAL CREDIT RATINGS EXPERT PREPARED A WHITE 

PAPER ON THE DEVELOPMENT OF A COMPETITIVE DOMESTIC 
RATINGS INDUSTRY IN UKRAINE AND RECOMMENDATIONS FOR 
THE UKRAINIAN RATING INDUSTRY. ATCI DISSEMINATED THE 
WHITE PAPER TO MARKET PARTICIPANTS, THE SECURITIES 
COMMISSION AND OTHER INTERESTED PARTIES.  

 
• ATCI TAKES PART IN THE CONFERENCE ORGANIZED BY 

UKRAINIAN INVESTMENT BUSINESS ASSOCIATION TO 
REPEATEDLY DISSEMINATE THE WHITE PAPER AND PRESENT 
ATCI/USAID VISION OF UKRAINIAN RATING INDUSTRY 

 
• ATCI AGREED WITH UAIB AND ASSISTS IN DRAFTING A SPECIAL 

RATINGS LAW TO SECURE THE DEVELOPMENT OF COMPETITIVE 
AND FAIR RATING INDUSTRY.  

 
• ATCI PARTICIPATED IN THE CONFERENCE OF UAIB WHICH WAS 

HELD IN YALTA ON THE 12-15 OF JUNE. THE CUTTING EDGES OF 
CREDIT RATING WERE DISCUSSED. 

 
• ATCI ORGANIZED A MEETING OF THE WORKING GROUP 

CONCERNING A DRAFTING LAW ABOUT CREDIT RATING. ATCI 
SUPPORTED ALL MEMBERS OF THE WORKING GROUP WITH THE 
ANALYTICAL MATERIALS. 

 
• DUE TO THE LACK OF FURTHER ACTIVITIES BY UAIB IN CARRYING 

OUT THE PLAN TO ELIMINATE MANDATORY CREDIT RATINGS, 
E.G., DRAFTING OF LAW, AMENDMENTS TO PROVISIONS OF 
EXISTING LEGISLATION, ATCI IS SEEKING A PRO-ACTIVE PARTNER 
TO WORK WITH ATCI IN FURTHERING THE ELIMINATION OF 
MANDATORY CREDIT RATINGS 

    

• Analyze existing 
regulatory framework 

 
• ATCI CONTINUES TO ANALYSE AND MONITOR EXISTING 

LEGISLATION AND REGULATORY FRAMEWORK 
 
• EXSITING LAWS AND REGULATIONS CONTAIN A NUMBER OF 

PROVISIONS, WHICH ARE DETRIMENTAL FOR FURTHER 
DEVELOPMENT OF FAIR AND COMPETITIVE RATINGS INDUSTRY, 
PARTICULARLY THE MANDATORY RATINGS PROVISION FOR 
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ISSUANCE 
 
• SSMSC ADOPTED THE RESOLUTION #1040 “ON APPROVING THE 

REGULATION ON TENDER FOR SELECTION OF AUTHORIZED 
RATING AGENCIES” (REGISTERED BY THE MINISTRY OF JUSTICE 
NOVEMBER 24, 2006) 

 
• TENDER FOR SELECTION OF AUTHORIZED RATING AGENCIES 

TOOK PLACE.  ONLY DOMESTIC “CREDIT RATINGS” AND 
INTERNATIONAL CREDIT RATINGS AGENCIES ARE AUTHORIZED 

 
• SSMSC ISSUED DRAFT RESOLUTION “ON APPROVING THE RULES 

FOR ASSIGNING RATINGS UNDER THE NATIONAL SCALE BY THE 
AUTHORIZED RATING AGENCIES” 

 
• FINANCIAL SERVICES REGULATOR (FSR) INTENDS TO ESTABLISH 

FINANCIAL STABILITY RATING RESTRICTIONS FOR NON-RESIDENT 
INSURANCE COMPANIES 

 
• SSMSC INTENDS TO IMPOSE MORE STRINGENT REQUIREMENTS TO 

RATING ISSUING COMPANIES OF BONDS USED IN 
CONSTRUCTING RESIDENTIAL REAL ESTATE 

     

• Market participants 

 
• RATING AGENCY “EXPERT-RATING” ENTERED THE UKRAINIAN 

MARKET 
• “KREDIT-RATING” ASSIGNS THE FIRST CORPORATE GOVERNANCE 

RATING IN UKRAINE. 
• TAC GROUP WINS A LAW SUIT AGAINST THE FSR 
• DOMESTIC “CREDIT RATING” REMAINS ONLY DOMESTIC 

AUTHORIZED RATINGS AGENCY 
 
 
LIST OF ATTACHMENTS  
 
NONE 
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G. GENDER – Ukraine  

 
I. COMPONENT DESCRIPTION – GENDER UKRAINE 

This report details events and activities relating to Gender of the USAID Access to Credit 
Initiative, implemented by the Pragma Corporation, during the period from October 1 through 
December 31, 2008 

Programs related to gender have political and cultural implications that should be considered in 
any approach. ATCI is seeking opportunities for increased income and empowerment for both 
women and men. 

ATCI management recognizes the importance of carrying out gender sensitivity training for the 
staff in order to have a solid basis for the monitoring work. 

With respect to monitoring participation in training programs and events by gender, the 
following activities will be undertaken to the extent feasible and possible: 

• Examine the program to ascertain whether if there are any provisions that could 
differentially discourage persons of one sex or another from participating; 

• Inquire about how program outreach is conducted to understand whether if these 
procedures may be differentially affecting participation by gender; 

• Examine the actual patterns of participation by gender in selected programs, to the extent 
permitted by the data; and 

• Where differential participation by gender is identified, try to understand its causes and 
make appropriate changes. 

With respect to the representation of women in higher positions in government agencies, the 
ATCI will work to balance the composition by gender of groups being trained by the 
project. 

Pragma continues to partner with local organizations managed by women or consisting mostly 
of women. Three good examples are the Association of Ukrainian Banks and the Commercial 
Law Center as well as the PFTS securities trading system. 

 
II. SIGNIFICANT EVENTS AND ACHIEVEMENTS – GENDER UKRAINE 

 

• TO DATE, THERE ARE 95 CLS GRADUATES, 48 ARE WOMEN, 47 MEN UKRAINE; 
CERTIFICATE CEREMONY FOR THE NEW GRADUATES TO TAKE PLACE EARLY 
NEXT QUARTER 
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III. EXECUTIVE SUMMARY – GENDER UKRAINE 

All ATCI tasks present opportunities to identify and address gender bias, and to actively promote 
gender equality in Ukraine's financial sector. For example, ATCI is working closely with the 
Ukrainian National Mortgage Association, the Association of Ukrainian Banks, the Commercial 
Law Center and other organizations that understand the importance of gender sensitivity with 
respect to product and services development. These issues have not only been discussed but 
plans are underway to draft material and articles which point out important opportunities in this 
area. 
 
In Leasing, a number of participants in CLS training included women. All ATCI training and 
professional development strives for gender balance during the invitation process as well as in 
delivery of content. Post - event analysis is conducted to understand the reasons for 
underweighting when it occurs.    

The Project’s full-time staff includes 13 women out of 23, some of whom have professional and 
technical skills in finance and law.  

 
IV. ADMINISTRATIVE ISSUES – GENDER UKRAINE 

NONE 
 
 
V. DESCRIPTION AND STATUS OF TASKS – GENDER UKRAINE 

Defined Activity Progress Made During Quarter/Proposed Future Actions 

1. Partner with Woman – 
run organizations (CLC 
& UAB) 

• ATCI IS WORKING CLOSELY WITH THE ASSOCIATION OF 
UKRAINIAN BANKS, THE COMMERCIAL LAW CENTER, IBSER AND 
OTHER ORGANIZATIONS WHICH UNDERSTAND THE 
IMPORTANCE OF GENDER SENSITIVITY RELATED TO PRODUCT 
AND THE DEVELOPMENT OF SERVICES. 

2. Increasing the role of 
women in the financial 
sector through training 
and /or other initiatives 

 
• THE STAFF OF ATCI INCLUDES WOMEN AND MEN WITH 

PROFESSIONAL AND TECHNICAL SKILLS IN FINANCE AND LAW. 
  
• ALL PROJECT TRAINING STRIVES FOR AN EVEN BALANCE OF 

MEN AND WOMEN.  
 
• TO DATE, THERE IS A TOTAL OF 208 CERTIFIED MORTGAGE 

(CML) AND LEASING (CLS) PROFESSIONALS IN UKRAINE;THERE IS 
A TOTAL OF 102 THAT ARE WOMEN, OR 49.04%. 

 
• IN MOLDOVA, WHERE ATCI HAS A PROJECT, THER IS A TOTAL 

OF 124 CERTIFIED MORTGAGE (CML) AND LEASING (CLS) 
PROFESSIONALS; OF THIS TOTAL, 77 (OR 62%) ARE WOMEN. 

 

3. Gender and cultural 
sensitization training  

• GENDER SENSITIVITY IS PRACTICED DAILY BY ALL ATCI STAFF 
DURING EVERY STAFF MEETING AND HIGHLIGHTED AT THE 
ANNUAL STAFF RETREAT  

 
- END UKRAINE-



 

  
 

 

 
 
 
 
 
 
 

ACCESS TO CREDIT INITIATIVE 
MOLDOVA 
 
NINTH QUARTERLY REPORT 
 
October 1—December 31, 2008 
 
Contract Number:  121-C-00-04-00713 
 
 
 
 
 
 
 
 
CTO USAID/Ukr:     Natalia Berezna 
Project Manager:     Mohammad Fatoorechie 
Chief of Party:     Richard W. Dvorin 
Proj. Mgr. USAID/Mold:     Corneliu Rusnac 
Country Director/Mold:     Steve Moody 
 
 
 
 
DISCLAIMER 
 
The author’s views expressed in this publication do not necessarily reflect the views of the 
United States Agency for International Development or the United States Government. 

  
 



 



 

USAID ATCI Project Moldova, implemented by The Pragma Corporation – Ninth Quarterly Report 52 
 

MOLDOVA (Ninth Quarterly) 

 

A.  PROJECT OVERVIEW - Moldova 
 

I. PROJECT DESCRIPTION - EXECUTIVE SUMMARY MOLDOVA 

 
ATCI/Moldova (the “Project”) is established under the supervision of ATCI/Ukraine, with a 
separate Country Director in Moldova reporting to the Chief of Party in Ukraine.  The scope of 
ATCI/Moldova is similar to that of ATCI/Ukraine, yet narrower and more focused regarding the 
major components and tasks. 

The three (3) major components of the ATCI/Moldova project are: 

• Mortgage Lending Component;  

• Financial Leasing Component; and 

• Fixed Income Component. 

A fourth component was added in the second quarter, “Development Credit Authority (DCA) 
Monitoring” Component.   

A summary of all components and related activities is presented as Attachment 1, The Access 
to Credit Initiative/Moldova Work Plan, up-dated as of December 31, 2008.  This Work Plan is the 
newly approved Work Plan for ATCI/Moldova’s second year, ending September 2008, yet 
shows the activities of the first year as well.  The Work Plan was approved in January 2008, 
after lengthy discussions with USAID CTO and Project Manager, along with ATCI COP and 
Country Director.  It is also worth noting that some originally proposed activities, particularly 
those in the Mortgage Lending Component, are notated “as possible in Moldova” or “as 
appropriate in Moldova”, relating to the macro environment and developments in Moldova 
which are beyond the scope of the ATCI/Moldova Project.  Some of these activities relating to 
infrastructural items related to mortgage lending in fact have been deleted from the Work Plan. 

The objective of the Mortgage Lending Component is to establish a viable, effective and efficient 
mortgage lending sector in Moldova.  This will be accomplished by providing technical, advisory, 
and training assistance to the National Bank of Moldova and to commercial banks and other 
financial institutions.  A Certified Mortgage Lender (CML) Training Program has been adapted 
for Moldova and presented in order build the capacity of commercial banks and other financial 
institutions to undertake mortgage lending using standardized, transparent procedures for both 
borrowers and lenders.  Additionally, technical assistance has been provided to commercial 
banks and financial institutions to lower the risks associated with mortgage lending and improve 
the transparency of mortgage lending practices.  Other tasks and sub-tasks are described in the 
“Mortgage Lending” section of this Report, under “Description and Status of Tasks”. 

The objective of the Financial Leasing Component is to create a supportive environment for 
modern financial leasing.  This will be achieved by building the capacity of leasing companies 
through training and consulting; provision of training for potential lessees, farmers, regulators, 
and other interested parties, such as vendors, banks; consulting potential foreign investors in 
the sector; and conducting public awareness efforts.  A Certified Leasing Specialist (CLS) 
Training Program has been adapted for the Moldovan environment presented to leasing 
professionals, potential leasing professionals, and to training providers for their subsequent 
delivery of the CLS training program in Moldova. 
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It is most important that activities of this Project have a viable and beneficial impact on activities 
directly and even indirectly related to those described in the Work Plan.  A key goal for both of 
the components mentioned above is to ensure continuity of the training programs after this 
Project ends via the “train the trainer” methodology.  In this regard, ATCI/Moldova has 
selected or will be selecting local training providers to carry on the training and certification 
programs according to international standards.  The training provider for the CLS program has 
been selected, along with a back up provider; trainers from these providers have attended the 
CLS courses.   

The objective of the Fixed Income Component is to expand the availability of capital to 
corporate borrowers through the issuance of corporate bonds.  Beginning in 2002, there have 
been only a few corporate bond issuances.  A total of 11 companies have issued 13 bonds (two 
companies conducted 2 bond issuances) for a total of 38 million Lei, or about $3.8 million at 
current exchange rates.  In fact, except for one bond issuance, all issuances were initiated with 
convertible (to equity) features, to facilitate the takeover and merger of the company. 

The project has continued to work with the National Commission of Financial Market (NCFM), 
i.e., the newly transformed Mega Regulator, to ease the legislative and regulatory burdens on 
bond issuance.  At the same time, the project has helped build the capacity of and provide 
action plans for the National Securities Commission in its transformation as Mega Regulator for 
Non-Bank Financial Institutions, which took place in July 2007, after the Law on the National 
Commission of Financial Market was adopted.  Concerns such as transparency and disclosures 
of issuers will be the main focuses for bond development while the capacity building elements 
will focus on legislative reform and regulatory and enforcement activities of the Mega Regulator.   

The component of the Development Credit Authority Monitoring activities, which was 
suggested to be added by USAID as a follow up to a previous (BIZPRO) USAID project, was in 
fact added in late February 2007. The DCA provides partial loan guarantees for private sector 
investments/loans in Moldova, through 6 commercial banks and the Rural Finance Corporation.  
The DCA-related activities of the Project are “on-going” for the most part, and include (1) 
monitoring how the financial institutions are utilizing the partial guarantees; (2) monitoring how 
these institutions are submitting claims; (3) assisting the institutions in completing surveys; (4) 
helping the financial institutions to prepare semi-annual reports for USAID; and (5) verifying the 
reports of the financial institutions that are submitted through the credit monitoring system. 

 
II. SIGNIFICANT EVENTS AND ACHIEVEMENTS - EXECUTIVE 

SUMMARY MOLDOVA 
 
• ABM CONSULTING CONDUCTS FIRST COMMERCIAL CERTIFIED MORTGAGE 

LENDER TRAINING COURSE 

• ATCI CONDUCTS MORTGAGE PORTFOLIO RISK MANAGEMENT SEMINAR 

• ATCI HOSTS INTERNATIONAL REAL PROPERTY FOUNDATION 

• ATCI DISCUSSES BONDHOLDER REPRESENTATIVE WITH MOLDOVA 

AGROINDBANK 

• ATCI CONDUCTS SEMINAR ON FINANCIAL AND LEGAL STRUCTURE OF COVERED 

BONDS IN MOLDOVA 
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• ACAP COMPLETES FIRST COMMERCIAL CERTIFIED LEASING SPECIALIST TRAINING 

COURSE 

• ATCI COMPLETES FULL DRAFT BOND REGULATION FOR NATIONAL COMMISSION 

FOR FINANCIAL MARKETS 

• ATCI ESTIMATES DEFICIT IN NATIONAL BANK OF MOLDOVA’S RESERVE FUND 

• ATCI COUNTRY DIRECTOR MAKES PRESENTATIONS ON GLOBAL FINANCIAL 

CRISIS 

 
III. EXECUTIVE SUMMARY OF PROJECT ACTIVITIES AND EVENTS 

DURING THE QUARTER UNDER REVIEW – EXECUTIVE 
SUMMARY MOLDOVA 

 
Moldova and the Global Financial Crisis 

The most extraordinary event of the quarter under review was the global financial crisis which, while 
neither of Moldovan origins nor ATCI-related, erupted at the end of the last quarter and continued 

deepening and broadening until, at 
the end of the quarter, 
commentators were predicting the 
worst recession since the Great 
Depression.  Only time will tell if the 
predictions pan out, but there is 
little doubt that a world recession 
will have much greater impact on 
the development of Moldova’s 
financial sector than ATCI, under the 
best of circumstances, could ever 
have had. 

At the worst of the financial 
crisis, prices were falling 
precipitously in all asset classes.  

Capitalization of the world’s stock markets fell more than 50%, meaning some USD 32 trillion of 
capital had been destroyed.  Crude oil that had traded as recently as July at USD 147.27/bbl was 
trading below USD 40.00/bbl.  And the spreads of US investment grade corporate bond yields to 
US Treasuries of comparable maturities widened to levels never before seen—250 basis point 
for AAA-rated securities and 450-500 basis points for BBB.  Very short term credit markets 
simply froze up at unimaginably wide spreads to the Fed Fund’s rate; and short term Treasuries 
traded at yields below zero, as excess reserves at the Federal Reserve piled up in the hundreds 
of billions.  US housing prices meanwhile continued to plummet. 

In Moldova, on the other hand, the stock market actually closed higher on the year.  Interpreting 
that to mean that lack of development has protected Moldova’s financial sector from the ravages 
of the financial crisis is naïve.  True, none of the banks or other financial institutions appears to 
have owned the toxic assets that caused more than USD 1.0 trillion of write downs in European 
and US banks.   But the crisis has broadened significantly, and the world recession it has brought 
on will clearly have a negative impact on the Moldovan banking sector, if not the stock market.  
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And without validating the reliability of the Moldova Stock Exchange’s index, one can hardly 
term the higher close on the year as “bullish”. 

Interestingly, data published in the last quarter suggests that Moldova was in fact a target of the 
US dollar-based carry trade from the second quarter of 2006, when the MDL/USD exchange 
rate began deteriorating. ‘Carry trade’ is the name given to an interest rate arbitrage in which 
one borrows in one currency at a relatively low rate of interest and converts into another 
currency which offers investments with relatively higher rates of return, earning what’s called 
‘positive carry.’  The best known and by far the biggest (USD 7.2 Trillion) carry trade is JPY-
based.  The USD-based carry trade was, however, the more common in countries of the 
Former Soviet Union—primarily Russia and Kazakhstan, whose banks borrowed at least USD 
600 billion in the Eurobond market over the past few years.  The carry trade—often itself highly 
leveraged—was a prime transmitter of excess liquidity throughout the world economy and 
played a key role in the formation of various asset bubbles:  real estate, commodities and 
especially emerging stock market bubbles (Shanghai, Sao Paolo, Sidney, et al.). 

What drives the carry trade is interest rate differentials.  Kazakh banks, for example, were able 
to borrow USD at relatively narrow spreads to US LIBOR—say, 7.5 to 8.0% per annum—and 
lend the funds out in KZT at 14.0 to 15.0% per annum.  What made the trade particularly 
lucrative for Russian and Kazakh banks, however, is that it also involved being short USD.  Note 
that when the carry trade was particularly active, both the JPY and USD were particularly—
often spectacularly—weak.  After the financial crisis struck in mid-September, traders were 
forced to unwind their carry trades and the JPY and USD strengthened sharply.  In the case of 
MDL, the USD went from a low (official rate) of 9.60 MDL/USD to about 10.50 in less than two 
weeks. 

The chart above illustrates the cash flows in Moldovan banks associated with the rapid 
strengthening of the USD after 15 September 2008.  Note that from Q4 2006, net new 

deposits in MDL began growing solidly 
while net new deposits of USD 
dwindled to virtually nil in Q2 2008.  
This suggests that depositors were 
conducting a kind of internal carry 
trade, moving money out of USD 
deposits into MDL deposits.  Net new 
deposits are the increase (decrease) in 
term deposits (3 months to one year) 
from one quarter to the next, net of 
interest income and foreign exchange 
profit (loss).  Total deposits in the 

Moldovan banking system at the end of QIII were MDL 18.6 billion, of which MDL 10.3 billion 
were in Moldovan lei. 

The carry trade thus clearly accounts for the foreign exchange developments during the period 
(see chart, below) and, to a lesser extent, the accumulation of excess reserves in the 
Moldovan banking system during 2007.  That is, the carry trade, with its wide positive carry and short 
USD position, attracted more funds to bank deposits than would have accumulated there in its absence. 
The source of these funds is largely remittances, but there is also most probably a healthy 
admixture of mattress money and proxy accounts for foreign non-residents.  (In Moldova, 
where those funds might have gone otherwise is a good question.  The answer is probably back 
under mattresses, into real estate and into yet more new Mercedes and Lexus SUVs.)  Note, in 
any event, that there is a visible pick up in the amount of quarterly net deposits after 2006. 
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On a bank’s balance sheet, 
excess reserves are cash and 
cash equivalents (e.g., deposits 
with or loans to other banks) in 
excess of required reserves held 
at the central bank.  The term 
‘excess reserves’ is a 
euphemism for excess liquidity, 
which means that the bank is 
paying for funds it can’t safely 
get out the door to qualified, 
creditworthy borrowers at 
some higher rate in the same 
period.  That is not to say that 
banks weren’t lending.  To the 
contrary, mortgage lending virtually exploded in 2007, with outstanding mortgages increasing 
some 275% over the previous year.  Nevertheless, banks were attracting funds faster than they 
could lend them out, and the excess accumulated on their balance sheets as excess reserves.  At 
the end of 2007, excess reserves in the Moldovan banking system were about one half of 
required reserves, or about 8.5% of total deposits. 

In simple economies like Moldova’s, excess liquidity in the banking system is a sure sign of 
excess growth in money supply—M3—meaning that money supply is growing faster than output.  
Growing money supply faster than output is a proven recipe for inflation and, on cue, rates of 
inflation began accelerating in mid-2007. As explained in the last quarterly report, in May the 
National Bank intervened, raising both reserve requirements and the refinance rate—the 
conventional central bank response to inflation. 

And it worked.  By the end of 
the year, Moldova’s inflation 
rate had fallen from the 
summertime high of 16.25% 
into single digits.  Note, 
however, that by raising the 
MDL refinance rate, the 
National Bank also widened the 
interest rate differential 
between MDL and USD.  The 
result was to accelerate the 
rush out of USD into MDL, 
which explains the accelerating 
decline in the exchange value of 

USD to MDL during the summer.  The exchange rate created its own set of problems, especially 
for those paid in USD. 

But the rush out of USD into MDL put another kind of stress on the banks.  Moldovan bank 
assets are about equally divided between MDL-denominated and foreign currency denominated 
loans. The predominant foreign currency denomination is USD.  The rush out of USD began to 
threaten the banks’ open position constraints; that is, the amount of currency exposure 
banks may take in the course of doing business.  NMB regulations limit uncovered exposure to 
any one currency to no more than of 25% of a bank’s total capital.  To avoid falling afoul of the 
regulation (and to avoid having to fund USD-denominated loans with MDL-denominated 
reserves), banks naturally began bidding up USD deposits. 
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As the Net New Deposits chart illustrates, the dollars eventually came back.  But, after the 
financing crisis began, there was a worldwide shortage of dollars, so interest rates on USD 
deposits in Moldova never came down.  To the contrary, they increased, as did the rates on 
MDL deposits.  Before it became a crisis of insolvency, the financial crisis was first a crisis of 
liquidity.  Moldovan banks were illiquid, not because they were over-leveraged and sustaining 
losses like US and European banks, but because the National Bank had raised reserve 
requirements earlier in the year to curb inflation.   Once inflation was curbed, however, interest 
rates did not come down as everyone expected; the global financial crisis intervened, tightening 
credit conditions everywhere.  

For mortgage lenders, higher rates have created a very specific problem that will probably 
prolong the current slow pace of mortgage lending in the country.  As mentioned in the last 
Quarterly Report, during the summer when rates increased many lenders opted not to raise the 
interest rates on their existing books of floating rate mortgages.  Doing so would have probably 
increased delinquency rates since some borrowers would not have been able to pay the higher 
monthly installments.  Anyway, the thinking at the time was that rates would stay high only until 
inflation began to cool off, after which one could reasonably expect rates would drift lower 
again.  Then, of course, the financial crisis unexpectedly intervened with the result that, instead 
of drifting lower, rates have actually increased.  Currently there is a stock of some USD 100-125 
million of mortgages bearing interest rates well below current market rates.  Banks holding 
these mortgages are losing at least five to six percentage points per annum and in some cases as 
much as ten percentage points. 

The condition represents a drag on earnings, but it does not portend a banking crisis.  
Mortgages still account for only 6.5% of total loan portfolios, so the mortgage losses can be 
absorbed.  In banks with higher concentrations of mortgage, losses will of course be more. 

So Moldova has not escaped the global financial crisis entirely unscathed.  Its banking system is 
nevertheless still intact, which is more than you can say for the US and the UK.  Likewise, the 
world recession that has only just begun will take a toll on growth rates in Moldova, but it may 
not cause negative growth.  In any event, the difference between positive growth and negative 
growth in Moldova is still not a great amount of money, and the majority of its citizens may not 
even notice the impact.  It should be clear, however, that mortgage lending will remain in low 
gear through 2009 at least. 

 

Mortgage Component 

This section summarizes project activities and events which occurred during the quarter 
under review. The activities and events are described in greater detail in the Component 
Reports which follow the Executive Summary.  The status of each Task and Defined Activity in 
the Work Plan is set forth in the Tables accompanying the Component Reports. 

Primary Market  

Certified Mortgage Lender Training 

During the quarter under review, ABM 
Consulting, the commercial affiliate of the 
Moldovan Association of Banks, 
conducted the first two modules of the 
Certified Mortgage Lender training program.   

As anticipated, interest in the training 



 

USAID ATCI Project Moldova, implemented by The Pragma Corporation – Ninth Quarterly Report          58 
 

program on the part of banks was not overwhelming because most banks are currently not 
writing mortgages.  ABM Consulting decided to proceed with the course for only eight paying 
participants in order to gain experience in organizing the program and because use of the 
premises (the ATCI third floor conference room) was free of charge.  The course essentially 
breaks even. 

ABM Consulting’s reports on the first two modules completed during the quarter under review 
appear as Attachments 2 and 3. 

 

Managing the Risks of Mortgage Portfolios  

In the past quarter, ATCI conducted a 
seminar entitled “Managing Mortgage 
Portfolio Risk” for banks, mortgage 
companies and regulators.  The seminar 
focused on the non-underwriting risks of 
mortgage portfolios—to wit, interest rate 
risk, maturity mismatch, currency risk and 
real estate market risk.  ATCI prescribed a 
periodic, systematic analysis of the mortgage 
portfolio, using an Excel template developed 
by ATCI over the past two years in Ukraine 
and Moldova and beta tested during the past 
year by Prime Capital Mortgage Company in 

Chisinau. 

A key feature of the template is a routine that calculates Average Monthly Prepayment at the 
portfolio level.  The template also calculates Macaulay Duration both with and without 
prepayment for both straight-line and annuity type mortgage payment plans. 

There were twenty-two participants at the seminar, including two representatives from the 
National Bank of Moldova.  The presentation appears as Attachment 4 and the Excel 
Template as Attachment 5. 

International Real Property Foundation 

In November, ATCI hosted Norm Flynn, President of the International Real Property 
Foundation, who performed an assessment of the Moldovan appraisal industry. His assessment 
uncovered several problems in the industry, chief among which is that the state-owned appraisal 
company competes with private companies, depressing profitability for independent appraisers 
and discouraging growth and professional development of the industry. 

His report is attached as Attachment 6. 

 
Secondary Market 

Bondholder Representative for MAIB Covered Bond Issue 

The one unresolved problem with covered bonds in Moldova is the bondholder representative.   

For reasons we have set forth in earlier reports, the bondholder representative should be 
another bank.  Because the bondholder representative is not a bank in all jurisdictions where 
covered bonds are issued (Germany, for example), it is not mandatory.  But because of 
Moldova’s backwardness in the financial sector, unaffiliated non-bank institutions are in short 

Managing mortgage portfolio 
risk

Steve Moody
Chisinau, November 2008
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supply, and expanding the list of potential bondholder representatives does solve the problem 
here.  A part of the problem, of course, is that there are no foreign banks operating in Moldova. 

ATCI met with MAIB representatives twice during the quarter under review without making any 
progress on choosing a bondholder representative.  True, MAIB has other concerns at the 
moment and is not totally focused on the issue, but this step in development of covered bonds 
for Moldova remains to be taken. 

The Structure of Covered Bonds in Moldova 

In December, ATCI delivered a seminar setting forth the legal and financial structures of 
Covered Bonds in Moldova for participating banks, mortgage companies and regulators.  The 
seminar covered the minimum requirements for issuance, the functions of the bondholder 
representative and the auditor, and the procedure for registering the required pledge of 
moveable property with Ministry of Justice.  Twenty-two members of the financial community 
participated in the seminar.  The presentation appears as Attachment 7. 
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Financial Leasing 

Commercial Certified Leasing Specialist Training Course 

During the quarter under review, ATCI/Moldova cooperated with the Association of Certified 
Professional Auditors and Accountants (ACAP) to launch the first commercial CLS training 
course.  The second and third Modules of the course were delivered during the quarter. 

Twenty-three participants attended the course; 59% passed the examination.  Reports on the 
second and third modules appear as Attachments 8 and 9. 

Fixed Income  

NCFM Bond Regulation 
At the end of the quarter, ATCI delivered to NCFM a full set of draft bond regulations, in both 
Russian and Romanian, including those sections of the regulation that NCFM was supposed to 
have written.  The draft regulation is now being reviewed by the legal department at the 
Commission as well as by specialists at Ministry of Economy and Trade, to whom ATCI also 
delivered a copy. 
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In addition to the regulation, ATCI also drafted a list of statutes in laws as well as in the Civil 
Code which will require modification to enable normal functioning of a corporate bond market 
in Moldova.  The list appears as Attachment 10.  (The bond regulation itself is currently being 
translated into English and will be attached to the next Quarterly Report.) 
 
Global Financial Crisis 
During the quarter under review, ATCI Country Director Steve Moody made four 
presentations on the developing global financial crisis for bankers, including the National Bank, 
regulators and other interested parties.   
 

 
 

 
In essence, the presentation demonstrates the global nature of a crisis which characterized by 
precipitously falling prices in all major asset classes—stocks, bonds, real estate and 
commodities—worldwide.  The presentation then quantifies the massive debt caused ‘assets 
bubbles’ to form and inflate and identifies the mechanisms which transformed excess leverage 
in US and European banks into excess liquidity throughout the world.  Last, the presentation 
suggests that foreign central bank ownership of long term US Treasury securities defeated 
Federal Reserve monetary policy in 2004, setting up a prolonged period of artificially low 
interest rates which encouraged excessive leveraging by banks, hedge funds, private equity 
companies and even individuals. 

The presentation on the Global Financial Crisis appears as Attachment 11. 

Estimating NBM’s Reserve Fund 

The reversal in the USD/MDL exchange rate significantly changed the dynamics within the 
National Bank, the deficit in whose Reserve Fund was accordingly reduced.  ATCI estimated 
potential losses in the National Bank taking the new dynamic into account.  The estimate 
appears as Attachment 12. 

Development Credit Authority Monitoring  

During the quarter under review, ATCI assisted seven banks with semiannual DCA reports.  For 
four of those banks, the reports were final. 
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IV. PROJECT STAFFING – EXECUTIVE SUMMARY MOLDOVA 

The following are personnel of ATCI/Moldova engaged in Project activities this quarter:   

• Steve Moody, Country Director 

• Mariana Botezatu, Mortgage Advisor  

• Tamara Burca, Translator/Interpreter 

• Olga Captilova, Office Manager/Financial Controller 

• Mihail Gherghircic, Financial Analyst 

• Dorin Sorbala, Leasing advisor 

• Alex Levit, Driver 

• Stanislav Sapa, Senior Attorney 

• Alexandr Savva, Senior Attorney  

• Alisa Savva, Administrative Assistant/Receptionist 

 

During the quarter, the following short term technical advisors were present: 

• Rick Dvorin 

• Norm Flynn 

• Lilya Snigir 

• Miroslava Serdyuk 

 

V. ADMINISTRATIVE ISSUES – EXECUTIVE SUMMARY MOLDOVA 

David Lucterhand, COP for ATCI since inception 4 years ago, was asked to step down by 
USAID; Rick Dvorin became Acting COP in November when David stepped down. 
 
Olga Captilova, ATCI Office Manager, left the project effective 22 October 2008 and was 
replaced by Alisa Savva. 

Dorin Sorbala, Financial Leasing Advisor, left the project effective 12 December 2008. 

 

 

 

 

 

 

 

 



 

USAID ATCI Project Moldova, implemented by The Pragma Corporation – Ninth Quarterly Report          62 
 

LIST OF ATTACHMENTS  

 
ATTACHMENT 1:   Access to Credit Initiative/Moldova (3rd Year) Work Plan, updated as 

of December 2008 

ATTACHMENT 2:    ABM Consulting CML First Module Training Report 

ATTACHMENT 3:    ABM Consulting CML Second Module Training Report  

ATTACHMENT 4:    Presentation “Managing Mortgage Portfolio Risk” 

ATTACHMENT 5:    Excel Mortgage Portfolio Risk Management Template 

ATTACHMENT 6:    Norm Flynn, Field Assessment Report 

ATTACHMENT 7:    Presentation “The Structure of Covered Bonds in Moldova” 

ATTACHMENT 8:    ACAP CLS Second Module Training Report 

ATTACHMENT 9:    ACAP CLS Third Module Training Report 

ATTACHMENT 10:    List of Statutes for Modification 

ATTACHMENT 11:    Presentation “Global Financial Crisis” 

ATTACHMENT 12:    Memorandum “Funding the Deficit in the General Reserve Fund of the 

National Bank of Moldova” 
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B. MORTGAGE LENDING - Moldova 
 

I. COMPONENT DESCRIPTION - MORTGAGE LENDING MOLDOVA 

The primary purpose of the ATCI/Moldova Mortgage Lending component is to develop the 
primary and secondary mortgage markets with their associated infrastructure, as far as possible 
and as appropriate in Moldova. Primary market development involves legislative review and 
addressing legislative deficiencies; the use of standardized documentation for underwriting 
and loan servicing; certification of personnel for mortgage lenders that results in a CML 
designation; technical assistance to financial institutions engaged in mortgage lending; and 
assessment of titling and all related processes. Development of the secondary market involves 
the structuring of mortgage-backed bonds with the appropriate legal environment for issuance.  

A secondary goal of the Project related to Mortgage development is assisting in the 
development of a Credit Information Company, i.e., Credit Bureau.  The Project intends to 
participate in this endeavor only after a Credit Bureau Law that is acceptable to USAID is 
adopted, as stated in the Project’s SOW. This law was adopted by the Parliament (May 29, 2008 
(122-XVI)) and finally was published in the Official Monitor on July 29, 2008. 
 

II. SIGNIFICANT EVENTS – MORTGAGE LENDING MOLDOVA 
 
• ABM CONSULTING CONDUCTS FIRST COMMERCIAL CERTIFIED MORTGAGE 

LENDER TRAINING COURSE 
 

• ATCI CONDUCTS MORTGAGE PORTFOLIO RISK MANAGEMENT SEMINAR 
 

• ATCI HOSTS INTERNATIONAL REAL PROPERTY FOUNDATION 
 

• ATCI DISCUSSES BONDHOLDER REPRESENTATIVE WITH MOLDOVA 
AGROINDBANK 

 
• ATCI CONDUCTS SEMINAR ON FINANCIAL AND LEGAL STRUCTURE OF COVERED 

BONDS IN MOLDOVA 
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III. TECHNICAL SUMMARY – MORTGAGE LENDING MOLDOVA 

Primary Mortgage Market 

COMMERCIAL CERTIFIED MORTGAGE LENDER TRAINING COURSE 

 
 
Previous CML Courses have had, on average, 20 participants.  The low level of participation in 
the course conducted during the quarter under review reflects the problems in the domestic 
mortgage market discussed above and in the previous quarterly report. 
 
For a full discussion of the modules presented in the quarter see Attachments 2 and 3.  The 
third and final CML module will be conducted in February 2009. 
 

MORTGAGE PORTFOLIO RISK MANAGEMENT SEMINAR 

The purpose of the seminar was to instruct the participants (primarily mortgage lenders and 
regulators) on the management of non-underwriting mortgage portfolio risk.  The primary risk 
of a mortgage portfolio is, of course, the credit (or underwriting) risk.   Separate and distinct 
from credit risk, however, are real estate market and funding risks which arise from carrying a 
mortgage portfolio on the balance sheet. The seminar presented a systematic and periodic 
approach to managing these risks. 
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Risk management requires analyzing the mortgage portfolio systematically at regular intervals.  
The systematic analysis is contained in an Excel spreadsheet developed by ATCI staff during 
the past two years in Ukraine and Moldova and tested in Moldova at Prime Capital.  Once 
primary mortgage data has been downloaded to the spreadsheet, the routine automatically 
calculates weighted average indicators—LTV (original and current), interest rate, term, months 
to maturity—and, using these portfolio indicators calculates at the portfolio level Average 
Monthly Prepayment,  Macaulay Duration and Duration with Prepayment. 

LTV (Loan To Value) is a measure of the loan’s ability to weather a fall in housing prices.  
Duration is a measure of the term of a mortgage bond required to immunize the portfolio 
against maturity mismatch. 

The seminar presentation appears as Attachment 4 and the Excel spreadsheet as 
Attachment 5. 

INTERNATIONAL REAL PROPERTY FOUNDATION 

As discussed in the last quarterly report, the new law “On Mortgage” requires mortgage lenders 
to establish the value of the house or apartment against which they are lending using 
independent appraisers.  The banks object to the provision, arguing that independent 
appraisers are not reliable and are often incompetent. 

Norm Flynn, President of the International Real Property Foundation, performed a brief but 
thorough assessment of the appraisal industry in Moldova during the quarter under review.  He 
found that the appraisal industry is in fact weak, and that one cause of the weakness is that the 
state-owned tax appraisal company uses its natural monopoly position to compete with private 
appraisal companies.  He also cites lack of active development of the appraisal association as 
another factor contributing to weakness. 

Mr. Flynn’s report appears as Attachment 6. 

Secondary Market 

BONDHOLDER REPRESENTATIVE 

mortgage

mortgage

mortgage

mortgage

mortgage

mortgage

mortgage

Mortgage Cover Register

Issuer

State registry of pledge
of moveable property

Auditor
periodically

Representative

Commission

issuer maintains the mortgage cover register

Auditor monitors 
the mortgage cover

representative reports to 
investors and commission

bonds

one time
registration

Covered bonds
Legal structures and monitoring mechanism

Investors

mortgage

mortgage

mortgage

mortgage

mortgage

mortgage

mortgage

Mortgage Cover Register

Issuer

State registry of pledge
of moveable property

Auditor
periodically

Representative

Commission

issuer maintains the mortgage cover register

Auditor monitors 
the mortgage cover

representative reports to 
investors and commission

bonds

one time
registration

Covered bonds
Legal structures and monitoring mechanism

Investors

 



 

USAID ATCI Project Moldova, implemented by The Pragma Corporation – Ninth Quarterly Report          66 
 

Bondholder Representative plays a key role in a covered bond.  He is actually the trustee of the 
issue, acting in the interest of the bondholders by overseeing the process of monitoring the 
mortgage pool and intervening on behalf of the bondholders to remedy technical defaults.  In the 
case of payment default or bankruptcy of the issuer, the bondholder representative should be in 
a position to quickly place the mortgage pool with a backup servicer or sell it to another bank. 

Ideally, the bondholder representative is another bank.  Given the small size of the Moldovan 
banking sector, however, there is strong resistance to the ideal.  There is always resistance to 
the notion of another (competitor) bank having access to one’s mortgage portfolio.  The 
monitoring procedures are structured precisely so that the bondholder representative never has 
direct access to the issuer bank’s mortgage portfolio data, but that in itself is not enough to 
convince MAIB to allow another Moldovan bank serve as its bondholder representative. 

The bondholder representative does not have to be a bank.  German Pfandbriefe do not require 
that the bondholder representative be a bank, and often it is not even a legal entity.  Among the 
possibilities are an unaffiliated asset management company and a legal firm.  MAIB will take a 
decision on the bondholder representative in the next quarter. 

FINANCIAL AND LEGAL STRUCTURE OF COVERED BONDS IN MOLDOVA 

In December, ATCI presented a seminar for banks, mortgage companies and regulators on the 
structure of covered bonds in accordance with the legal and financial circumstances in Moldova.  
There were twenty-two participants.   

As explained above, the current financial circumstances preclude launching a covered bond at 
this time.  It was therefore decided to make at least one presentation in which the legal 
structures (bondholder representative, master pledge) were fully explained to all potential 
issuers and their regulators, including the National Bank.  Should an issuer come forward in the 
future, he will no doubt require outside technical assistance to actually bring the bond to 
market.  In that case, ATCI would recommend calling on the European Covered Bond 
Council. 

The presentation appears as Attachment 7. 

 

IV. ADMINISTRATIVE ISSUES – MORTGAGE LENDING MOLDOVA 

As noted in the Work Plan, activities relating to the development of mortgage-related insurance 
and the development of the Real Estate and Appraisal Associations have been approved by 
USAID for deletion. 
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V. DESCRIPTION AND STATUS OF TASKS (RELEVANT TO WORK 
PLAN THIS QUARTER) – MORTGAGE LENDING MOLDOVA 

 

Task A: Implement Certified Mortgage Lender Program 

Defined Activity Progress Made During Quarter/Proposed Future Actions  

1. IUE review of CML training materials 
and methodology for applicability to 
Moldova: Assess mortgage activity 

• WORK COMMENCED IN PREVIOUS QUARTERS, 
CONTINUED IN THIS QUARTER WITH ASSISTANCE 
FROM MORTGAGE ADVISOR AND LEGAL TEAM OF 
PROJECT, IN PREPARATION FOR CML PROGRAM IV 
(CHISINAU)  

2. Select candidates from banks and 
financial institutions engaged in mortgage 
lending 

• NUMBER OF REPRESENTED INSTITUTIONS – 7, 
INCLUDING: 

-  COMMERCIAL BANKS   5 

-  AUDIT COMPANY             1 

-  NCFM                                          1 

3. a. Deliver a series of two CML courses 
in Chisinau during the first year 

•  COMPLETED LAST YEAR 

3.b. Deliver a complete CML program in 
Tiraspol, as approved by US Ambassador 

• COMPLETED PREVIOUS QUARTERS 

 

 

 

4. For second year, the third program 
implemented by training providers which 
is supervised by STTA-IUE CML trainers 

• CMLP IV - THE SECOND PROGRAM IMPLEMENTED BY 
TRAINING PROVIDER (MBA CONSULTNG) AND THE 
FIRST PROGRAM DELIVERED ON COMMERCIAL BASIS. 

• COURSES I AND II OF CML PROGRAM IV DELIVERED: 

 COURSE 1 – NOVEMBER 25–28, 2008 

 COURSE 2 – DECEMBER 16–19, 2008 

• 12 TRAINEES FROM 7 INSTITUTIONS, INCLUDING FROM 5 
BANKS, 1 AUDIT COMPANY AND NATIONAL CMMISSION 
FOR FINANCIAL MARKET, PARTICIPATED IN THE 
PROGRAM.  

• 8 ATTENDEES PASS EXAMS I AND II. 

• COURSE III IS PLANED FOR FEBRUARY, 2009. 

5. Conduct assessment of current 
mortgage activity and impact assessment 
of Certified Mortgage Lender Program 
(CMLP) on the mortgage lenders and on 
their lending practice 

• SELF ASSESSMENT SURVEY SENT TO ALL PARTICIPANTS 
IN CML PROGRAM IV.    

• SURVEY QUESTIONNAIRE ON MORTGAGE LENDING 
ACTIVITIES AS OF JUNE 30, 2008 HAS BEEN SUBMITTED 
TO THE ACTIVE MORTGAGE LENDING COMPANIES FOR 
UPDATED MORTGAGE LENDING STATISTICS;  

• THE UPDATED DATA HAVE BEEN RECEIVED ONLY FROM: 
MOLDOVA AGROINDBANK, VICTORIABANK, SAVING 
BANK, MOBIASBANK AND MORTGAGE COMPANY PRIME 
CAPITAL. OTHER BANKS STOPED PROVIDING NEW 
MORTGAGE LOANS.   
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7. Deliver specialized mortgage trainings 
related to above and legal framework, if 
applicable and as needed. 

• PLAN TO ORGANIZE WITH EBRD A SERIES OF ROUND 
TABLES/SEMINARS FOR DIFFERENT TARGET AUDIENCES 
FROM FINANCIAL COMMUNITY (LAWYERS, MID 
MANAGEMENT LEVEL, LENDER OFFICERS, ETC.) IN 
ORDER TO PROMOTE THE NEW MORTGAGE LAW 
(PROMULGATED BY THE PRESIDENT AND ENTERED 
INTO FORCE ON SEPTEMBER 2ND, 2008), AND 
ENCOURAGE THE BANKING COMMUNITY TO TAKE 
MAXIMUM ADVANTAGE OF IT.  

• MEETING WITH EBRD IS SCHEDULED FOR JANUARY 15, 
2009. 

 

Task B: Assist Banks in Undertaking Mortgage Lending  

Defined Activity Progress Made During Quarter/Proposed Future Actions  

1. Promote standardized rules, 
procedures, documentation for retail 
mortgage lending in Moldova   

• THESE ACTIVITIES CONTINUED IN THIS QUARTER.   

  MEETINGS HELD WITH: 

 THE NATIONAL BANK OF MOLDOVA:  
MRS. MUSTEATA – DIRECTOR OF BANKING 
REGULATION AND SUPERVISION DEPARTMENT 
NATIONAL COMMISSION FOR FINANCIAL MARKET 
COMMISSIONERS 

       MOLDOVA – AGROINDBANK 
WORKING GROUP 
PRIME CAPITAL 

MRS. VICOL – GENERAL MANAGER 

DISCUSSING AND PROMOTING STANDARDIZED RULES, 
PROCEDURES AND DOCUMENTATION  

2. Select candidate banks and financial 
institutions for on-site assistance (On-
going), and as requested. 

• DELIVERY OF TA AS REQUESTED; SEE POINT 1 ABOVE 

3. Provide on-site technical assistance 
(On-going) 

• PRESENTATION ON GLOBAL FINANCIAL CRISIS – 
BAILOUT PLAN DELIVERED FOR: 

 TOP MANAGERS OF COMMERCIAL BANKS, MORTGAGE 
COMPANIES, INSURANCE COMPANIES, 
REPRESENTATIVES OF MINISTRY OF ECONOMY AND 
TRADE, MINISTRY OF FINANCE, NATIONAL BANK OF 
MOLDOVA AND NATIONAL COMMISSION FOR 
FINANCIAL MARKET (October 10, 2008); 

 VIth CHISINAU INTERBANK CONFERENCE (October 23, 
2008); 

 IDIS VIITORUL EXPERTS (November 20, 2008); 

 THE NATIONAL BANK OF MOLDOVA STAFF (December 
2, 2008). 

• PARTICIPATION AT THE EBRD CONFERENCE ON NEW 
MORTGAGE LEGAL FRAMEWORK AND MADE 
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PRESENTATION ON ATCI SUPPORT OF MORTGAGE 
LENDING IN MOLDOVA  (October 24, 2008); 

• SEMINAR ON RISK MANAGEMENT IN MORTGAGE 
LENDING DELIVERED FOR FINANCIAL COMMUNITY. 
SOFTWARE DEVELOPED BY ATCI TEAM WAS PROVIDED 
(November 12, 2008). 

• ON-SITE CONSULTANCY FOR REGULATORY BODIES: 
VICE GOVERNOR AND TEAM OF NATIONAL BANK OF 
MOLDOVA; NATIONAL COMMISSION FOR FINANCIAL 
MARKET. 

• AD HOC TA VIA EMAIL AND TELEPHONE 

 

Task C: Develop Mortgage-Related Life Insurance Products "as possible in Moldova"  

Defined Activity Progress Made During Quarter/Proposed Future Actions  

1. Assess legal and regulatory framework 

• WORK COMMENCED IN PREVIOUS QUARTERS, 
CONTINUED IN THIS QUARTER WITH STTA: NORM 
FLYNN, PRESIDENT OF INTERNATIONAL REAL PROPERTY 
FOUNDATION (NOVEMBER 18-20, 2008)  

•  MEETINGS HELD WITH: 

 STATE ENTERPRISE “CADASTRU” (November 18, 2008):  
MRS. SANDU - HEAD OF REAL ESTATE APPRAISAL 
DEPARTMENT  
MRS. GRECU-STAVILA -  HEAD OF LEGAL DEPARTMENT  
REAL ESTATE NATIONAL CHAMBER (November 18, 2008) 
MR. PANOV -  VICE-PRESIDENT 
MOLDOVA AGROINDBANK (November 18, 2008) 
MR. DUMITRAS, HEAD OF PLEDGE EVALUATION 
DEPARTMENT 
VICTORIA-ASIGURARI (INSURANCE COMPANY) 
(November 18, 2008) 
MR. LUNGU, GENERAL MANAGER 
MORTGAGE AGENCY PRIME CAPITAL (November 19, 
2008) 
MRS. VICOL – EXECUTIVE DIRECTOR 
ACI PARTNERS LAW OFFICE (EBRD LOCAL PARTNERS IN 
DRAFTING MORTGAGE LAW) (November 19, 2008) 
MR. CACIURENCO – PARTNER 
REAL ESTATE “LARA” (November 19, 2008) 
MR.  LATANOVSCHI, GENERAL MANAGER 
REAL ESTATE NATIONAL CHAMBER (November 19, 2008) 
MR. VITANOV -  PRESIDENT 

• ROUND TABLE ON “REAL ESTATE EVALUATION IN 
MOLDOVA: COMMENTS AND SUGGESTIONS” (November 
20, 2008) 

2. Assess existing actuarial data 
(mortality tables) • N/A 
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3. Identify candidate insurers • N/A 

4. Develop term sheet and rate structure •  N/A 

 

Task E. Develop a Mortgage-Backed Securities Capability (see Fixed Income 
Component below) "as possible in Moldova" 

Defined Activity Progress Made During Quarter/Proposed Future Actions  

1. Establish Legal Working Group to 
assess legal basis and regulatory 
framework 

• WORK COMMENCED IN PREVIOUS QUARTERS, 
CONTINUED THIS QUARTER  

• ATCI LEGAL TEAM PARTICIPATED IN THE SESSION OF 
THE LEGAL WORKING GROUP OF THE MOLDOVAN 
BANKS ASSOCIATION. SUBJECT OF DISCUSSION – 
RECENTLY PUBLISHED AND ADOPTED MORTGAGE LAW 
(SEPTEMBER 11, 2008)  

2. Draft legal provisions as needed 

• WORK COMMENCED IN PREVIOUS QUARTERS, 
CONTINUED THIS QUARTER  

• DRAFTING THE PROVISIONS RELATED TO MORTGAGE 
SECURITIES TO BE INCLUDED IN NCFM REGULATION 
ON CIRCULATION AND REGISTRATION OF BONDS 

3. Promote legal provisions to 
professionals, regulators, Ministries, etc. 

• WORK COMMENCED IN PREVIOUS QUARTERS, 
CONTINUED THIS QUARTER 

• CONTINUE DISCUSSION WITH THE NATIONAL BANK 
OF MOLDOVA, NATIONAL COMMISSION FOR 
FINANCIAL MARKET ON COVERED MORTGAGE BONDS. 
THE ABOVE-MENTIONED BODIES OFFERED FULL 
SUPPORT TO THE PROJECT. 

• PRESENTED TO THE MINISTRY OF ECONOMY AND 
TRADE THE MAIN PROVISIONS OF THE DRAFT OF NEW 
NCFM REGULATION ON CIRCULATION AND 
REGISTRATION OF BONDS, ELABORATED WITH ATCI 
SUPPORT (December 29, 2008)  

4. Select candidate issuer(s) 

• COMPLETED PREVIOUS QUARTERS 

• REGULAR MEETINGS WITH TOP LEVEL MANAGEMENT 
AND INTERNAL WORKING GROUP OF MOLDOVA -
AGROINDBANK.  

5.  Conduct portfolio analysis • COMPLETED PREVIOUS QUARTERS 

6. Develop standardized indenture • PRELIMINARY DISCUSSION WITH MAIB REPRESENTATIVES 
ON BONDHOLDERS REPRESENTATIVE 

7.  Draft investment memorandum • TO BE DONE WHEN THE ISSUER HAS THE FINAL 
DECISION ON MORTGAGE BONDS ISSUANCE 

8.  Registration and Listing • TO BE DONE WHEN THE ISSUER HAS THE FINAL 
DECISION ON MORTGAGE BONDS ISSUANCE 

9. Identify potential investors 
• PROJECT HELD ON AND OFF-SITE MEETINGS WITH 

POTENTIAL INVESTORS AND OTHER FINANCIAL 
INSTITUTIONS 
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10.  Conduct "road show" • TO BE DONE WHEN THE ISSUER HAS THE FINAL 
DECISION ON MORTGAGE BONDS ISSUANCE 

11.  Price and place issue 

• TO BE DONE WHEN THE ISSUER HAS THE FINAL 
DECISION ON MORTGAGE BONDS ISSUANCE (NOTE: 
ATCI HAS PREPARED MAIB FOR ITS ISSUANCE AND 
ASSISTED IN POINTS ABOVE) 

 

Task F.  Facilitate Establishment of a Commercial Credit Information Company 
(i.e., Credit Bureau) “as appropriate in Moldova” 

Assessment of credit bureau status and 
feasibility of establishment of credit 
bureau system in Moldova Phase I: 
Review current status of development of 
a CIC 

NOTES FOR ACTIVITIES F, G, AND H, ALL RELATING 
TO ESTABLISHMENT OF COMMERCIAL CREDIT 
INFORMATION COMPANY, I.E., CREDIT BUREAU: 

• THE DRAFT LAW WAS APPROVED BY THE GOVERNMENT 
ON AUGUST 24, 2007. THE LAW WAS SUBMITTED IN 
PARLIAMENT ON SEPTEMBER 20, 2007, WAS ADOPTED BY 
THE PARLIAMENT ON MAY 29, 2008 (122-XVI) AND FINALLY 
PUBLISHED IN THE OFFICIAL MONITOR ON JULY 29, 2008; 
WILL ENTER INTO FORCE – ON MARCH 1st, 2009.  

• THE REGULATORY BODY HAS BEEN ESTABLISHED AS OF 
JULY 2007, THROUGH THE ADOPTION OF THE MEGA 
REGULATOR LAW 

• PROJECT IS IN CONSTANT AND ONGOING 
COMMUNICATION WITH WORLD BANK OFFICERS AND 
DIRECTOR OF THE COMPETITIVENESS ENHANCEMENT 
PROJECT IMPLEMENTATION UNIT (PIU) AND MOLDOVAN 
BANKS ASSOCIATION; WORLD BANK STARTED WORK IN 
DEVELOPING CREDIT BUREAU OVER TWO YEARS AGO 

• THE MAIN ACTIVITIES OF TASKS F, G, AND H WERE 
POSTPONED UNTIL THE LAW ON CREDIT INFORMATION 
BUREAUS ENTERS INTO FORCE  

1. Coordinate disparate groups 
(providers, users, government) and 
consolidate interests—overall project 
coordination 

• MEETINGS WITH THE WORLD BANK REPRESENTATIVE TO 
COORDINATE THE EFFORTS OF DONOR 
ORGANIZATIONS. 

a) Develop and establish linkages with 
primary international credit bureau 
operators 

• COMPLETED PREVIOUS QUARTERS 

b) Execute plan for participation of all 
banks 

• N/A 

c) Sponsor visits to potential foreign CB 
partners 

• N/A 

d) Secure final buy-in of local data 
providers and users 

• N/A 

2. Determine and review CIB 
development strategy with government 
and counterparts: review availability, 
activity, and accessibility of (a) credit 
info.; (b) other pertinent borrower data; 

• MEETING WITH THE TOP LEVEL MANAGEMENT OF 
MOLDOVA - AGROINDBANK, THE MAIN DATA PROVIDER, 
WAS HELD TO DISCUSS THE CURRENT STATUS OF CREDIT 
BUREAU ESTABLISHMENT IN MOLDOVA AND REVIEW CIB 
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(c) credit data used by financial 
intermediaries; and (d) credit reporting 

DEVELOPMENT STRATEGY   

3. Market best approach for structuring, 
establishing and operating CIB 

• N/A  

4. Analyze and coordinate passage of Law • THE DRAFT LAW WAS APPROVED BY THE GOVERNMENT 
ON AUGUST 24, 2007. THE LAW WAS SUBMITTED IN 
PARLIAMENT ON SEPTEMBER 20, 2007, WAS ADOPTED BY 
THE PARLIAMENT IN MAY 29, 2008 (122-XVI) AND FINALLY 
PUBLISHED IN THE OFFICIAL MONITOR ON JULY 29, 2008. 
IT WILL ENTER INTO FORCE ON MARCH 1ST, 2009. 

 a) Seminars with key government 
ministries (data providers) and public 
(articles) 

• N/A 

5. Review and shape regulatory 
framework; draft and monitor legislation 
and regulations 

• DRAFT LAW ON CREDIT BUREAU WAS EXAMINED IN THE 
SECOND QUARTER AND A MEMO REGARDING LEGAL 
TEAM’S OPINION WAS ELABORATED, ADDITIONAL 
EXAMINATION WAS MADE DURING THE V QUARTER IN 
ORDER TO SUGGEST INCLUDING SOME SOLUTIONS TO 
THE PROBLEMS OF LEASING COMPANIES IN THE DRAFT 
LAW ON CREDIT BUREAUS.  

 

Task G. Build Capacity of Participating Banks to Maximize Benefits of CIC “in 
Moldova as appropriate” 

Phase II: Work with market participants. 
Overall coordination of activities aimed 
at the promotion and development of 
credit bureau 

• N/A (SEE NOTES ABOVE, IN TASK F) 

a) Consent clause—convince the market, 
draft the wording of consent clause, 
recommend consent clause placement in 
the application form 

• N/A 

b) Advise on RFP responses and selection 
process of successful bidder from among 
CB operators as appropriate 

• N/A 

c) Reciprocity and access rights (data 
suppliers and data users) 

• N/A 

d) Data sharing (positive and negative 
data, scope of data, data masking, 
possible payment/data sharing 
arrangements) 

• N/A 

e) Work with public record holders (CBs 
will have to conclude separate agreement 
with each public record holder) 

• N/A 

f) Securing involvement of mobile phone 
operators, insurance companies, credit 
unions, etc. 

• N/A 

Phase III: Work with regulators, market 
education and public awareness efforts 

• N/A 
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a) Shape regulatory debate and assist in 
drafting CB regulations and licensing 
requirements 

• N/A 

b) Market education and public 
awareness campaign (publication of 
articles, etc.)  

• N/A 

c) Regional workshops (to promote CBs 
and effective use of CB products) 

• N/A 

 

Task H. Develop and Prepare Business Plan for CIC “as appropriate in Moldova” 

1. Define business and operations plan for 
CIB 

• N/A (SEE NOTES ABOVE IN TASK F) 

2. Outline package of technical 
requirements 

• N/A 

3. Discussions with government data 
providers 

• N/A 

4. Prepare and deliver RFP • N/A 

 i) Review business plan with domestic 
banks and other local investors 

• N/A 

 ii) Review business plan with Bankers’ 
Association and other business groups 

• N/A 

5. Secure Buy-in to business plan of 
foreign investors and banks 

• N/A 

 

LIST OF ATTACHMENTS  
 
ATTACHMENT 1:    Access to Credit Initiative/Moldova (3rd Year) Work Plan, updated as 

of December 2008 

ATTACHMENT 2:    ABM Consulting CML First Module Training Report 

ATTACHMENT 3:    ABM Consulting CML Second Module Training Report  

ATTACHMENT 4:    Presentation “Managing Mortgage Portfolio Risk” 

ATTACHMENT 5:    Excel Mortgage Portfolio Risk Management Template 

ATTACHMENT 6:    Norm Flynn, Field Assessment Report 

ATTACHMENT 7:    Presentation “The Structure of Covered Bonds in Moldova” 
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C. FINANCIAL LEASING - Moldova 
 

I. COMPONENT DESCRIPTION – FINANCIAL LEASING MOLDOVA 

This report details events and activities relating to the Financial Leasing Component of the 
USAID Access to Credit Initiative/Moldova, implemented by the Pragma Corporation, during the 
period from October 1 through December, 2008. 

The primary purpose of the Financial Leasing Component is to create a supportive environment 
for development of modern financial leasing in Moldova. As ATCI/Moldova will provide specific 
technical, advisory, and training assistance in order to increase access to credit throughout 
Moldova, whereas Financial Leasing is an efficient alternative to bank financing. 

ATCI/Moldova aims to strengthen existing leasing companies. Capacity building consists of 
training and consulting for lessors, lessees, regulators, and other interested parties, such as 
vendors, banks, consulting and insurance companies.  In addition, ATCI/Moldova will be 
conducting public awareness efforts and seeking new domestic financial resources for the leasing 
companies.  Besides that ATCI/Moldova is permanently assisting the potential new market 
entrants by providing them with required information for running feasibility studies and supports 
them with professional advice.  

Moreover, the Financial Leasing Component will be building the capacity of leasing professionals 
by introducing the Certified Leasing Specialist (CLS) Certification program, a designation for 
market participants so that they may attain world standards of practice. Consulting by 
ATCI/Moldova will be provided on an ad hoc basis as well as when determined to meet the 
needs of the financial leasing companies and industry as a whole. 

ATCI/Moldova will support and/or develop the proper legislative and regulatory framework to 
support the leasing industry and facilitate the entry of foreign capital into the leasing sector. 
 

II. SIGNIFICANT EVENTS – FINANCIAL LEASING MOLDOVA 
 

• FIRST COMMERCIAL CLS COURSE COMPLETED 

 
III.   EXECUTIVE SUMMARY – FINANCIAL LEASING MOLDOVA 
 
Commercially Presented CLS Course Completed 
ACAP completed the second and third modules of the CLS Training Course begun in the 
previous quarter. 
 
Module reports appear as Attachments 8 and 9. 
 

IV.      ADMINISTRATIVE ISSUES – FINANCIAL LEASING MOLDOVA 

The Work Plan for ATCI/Moldova’s second year saw the elimination of some activities as 
originally planned, in particular relating to the major activity under the Leasing Component, “C”, 
Facilitate Import Capital and Know-How to Leasing Industry.  Other sub-activities under the “B” 
and “D” activities as originally planned, were moved to the remaining “A” major activity, “Build 
Capacity of Market Participants”.  The Work Plan for ATCI/Moldova’s third year is presented as 
Attachment 1.   



 

USAID ATCI Project Moldova, implemented by The Pragma Corporation – Ninth Quarterly Report          75 
 

ATCI’s Leasing Advisor left the project effective December 12.  ATCI will conduct a final leasing 
market survey and compile the results in the next quarter. 

 

V. DESCRIPTION AND STATUS OF TASKS – FINANCIAL LEASING 
MOLDOVA 

 
Task A: Build Capacity of Market Participants 

Defined Activity Progress Made During Quarter/Proposed Future Actions 

A. Build Capacity of Market Participants 
1. Polling the financial 
community for interest in 
leasing courses from 
which successful 
participants will graduate 
as Certified Leasing 
Specialists (CLS). 

 

• ATTRACTED STAFF OF LOCAL BANKS AND MICRO-
FINANCIAL INSTITUTIONS TO TAKE PART IN THE CLS 
COURSE, EVEN IN THE FACE OF THE FINANCIAL AND 
ECONOMIC CRISES.  

2. Assess the Moldovan 
leasing market and 
activities and adapt the 
CLS Program for 
Moldova 

 

• PROCESSED THE RESULTS OF THE LEASING MARKET SURVEY 
IN ORDER TO INTRODUCE RELEVANT ADJUSTMENTS AND 
ADD UP-TO-DATE INPUTS INTO RESPECTIVE PARTS OF THE 
CLS COURSES.  

• TOGETHER WITH THE TRAINING PROVIDER (ACAP) 
DEVELOPED AND INTRODUCED PRACTICAL CASE-STUDIES 
IN THE CLS CURRICULUM  

 

3. Identify local potential 
Training Providers to 
provide Trainers to 
attend and to eventually 
administer CLS training 
program 

 

• ATCI CONSIDERS ACAP AS THE BEST ALTERNATIVE TO 
CONTINUE WITH CLS ADMINISTRATION AND FURTHER 
CERTIFICATION OF LEASING PROFESSIONALS. HAVING OVER 
50 ACCREDITED TRAINERS, ACAP IS AN NGO THAT HOLDS A 
SPECIAL LICENSE FOR PROVIDING TRAINING SERVICES. ACAP 
HAS BEEN INVOLVED IN THE PROCESS OF DEVELOPMENT 
AND ADJUSTMENT OF THE CLS PROGRAM FROM INCEPTION 
AND THEY ACTED AS TRAINING PROVIDER DURING ALL 
THREE COMPLETE CLS COURSES ORGANIZED IN MOLDOVA.  

 

4. Identify potential 
members for setting up 
NGO/Int'l Leasing 
Association 

 

• DUE TO DIFFICULTY OF SUSTAINABILITY ISSUES FOR A 
NEWLY CREATED NGO IN MOLDOVA AND RELATIVELY 
LIMITED NUMBER OF CLS GRADUATES, ATCI IS PURSUING 
OTHER AVENUES FOR CLS CONTINUITY – LOOKING AT 
ACAP AS CLS ADMINISTRATOR: ACTING AS TRAINING 
PROVIDER AND EXAM CONTROLLER.  

• ANOTHER SOLUTION CONSIDERED BY ATCI IS TO SUPPORT 
AND ASSIST THE CREATION OF THE MOLDAVIAN LEASING 
ASSOCIATION THAT COULD ENSURE THE DESIRED 
SUSTAINABILITY.  

5. Short term expert to 
visit Chisinau meeting 
with potential Training 
Providers and to assist 
with adapting CLS 
training course and 
assisting with setting up 
Leasing Assn/NGO. 

• N/A FOR THIS QUARTER.  
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6. Initiate process of 
setting up Moldovan 
Leasing Assn./NGO  

 

• N/A FOR THIS QUARTER.  

7. Develop Strategy for 
CLS Program for 
Moldova for Training of 
Trainers 
       a) Development of 
Content/Study-Guide 
       b) Develop Training 
Modules 
       c) Develop 
Examination 
       d) Establish Local 
Training Providers 

• ACAP AND ATCI/MOLDOVA DEVELOPED A SUSTAINABILITY 
PLAN THAT LAUNCHED THE CLS PROGRAM ON 
COMMERCIAL BASIS. THOROUGH BUDGETING AND BREAK-
EVEN ANALYSIS RESULTED IN AN EFFECTIVE PLAN OF CLS 
COMMERCIAL IMPLEMENTATION THAT MANAGED TO MEET 
THE MARKET REALITIES AND CONTRIBUTED TO SUCCESSFUL 
IMPLEMENTATION OF THE PARTIALLY-SPONSORED CLS 
PROGRAM.    

8. Design and launch 
leasing training course 
seminars mainly for 
professionals but also for 
Trainers from potential 
Training Providers. 

 

• ON SEPTEMBER 26 ATCI/MOLDOVA TOGETHER WITH ACAP 
LAUNCHED THE THIRD CLS COURSE ON COMMERCIAL BASIS 
(PARTIALLY-SPONSORED). THE PARTICIPATION FEE WAS 
ESTABLISHED AT 40$ PER MODULE (120$ PER FULL COURSE). 
BREAK-EVEN POINT WAS ENSURED BY 17 PARTICIPANTS 
AND DUE TO THE FACT THAT WE MANAGED TO FORM A 
GROUP OF 23 PARTICIPANTS, ACAP COVERED ADDITIONAL 
ADMINISTRATIVE EXPENSES AND REGISTERED A PROFIT 
THAT WOULD SERVE AS A FINANCIAL INCENTIVE IN 
CONTINUING THIS TRAINING PROGRAM. THE GROUP OF 
TRAINEES WAS FORMED OF 23 PARTICIPANTS REPRESENTING 
7 LOCAL FINANCIAL INSTITUTIONS. 

• DURING THE LAST QUARTER (SEPTEMBER 26-28) THE FIRST 
MODULE OF THE CLS PROGRAM WAS COMPLETED. TOPICS 
PRESENTED WITHIN THE MODULE INCLUDED: 

 WORLD LEASING MARKET: FROM EARLY DEVELOPMENT 
TO CURRENT SITUATION 

 LEASING MARKET IN MOLDOVA 
 THE LEGAL FRAMEWORK FOR LEASING IN MOLDOVA 
 ACCOUNTING OF LEASING OPERATIONS IN MOLDOVA 
 FISCAL ASPECT OF LEASING TRANSACTIONS IN MOLDOVA   

• SECOND AND THIRD MODULES TOOK PLACE IN OCTOBER; 
CERTIFICATION EXAM SESSIONS IN EARLY NOVEMBER.  

 

9. Implement Outreach 
Network  and Provide 
Consulting Services 

 

• FINALIZED A DETAILED MOLDOVAN LEASING MARKET 
RESEARCH SURVEY FOR THE PERIOD 2006-2007. 

 

       a) Hold/Participate in 
conferences/roundtables 
on state of leasing 
industry for government 
officials, media, and 
industry participants 

 

• PROVIDED INTERVIEWS FOR A LOCAL ECONOMICAL 
PERIODICAL (“CAPITAL MARKET”) AND A TV STATION (“EU 
TV”); DISCLOSED SOME OF THE LEASING MARKET RESEARCH 
FINDINGS IN ORDER TO INCREASE THE PUBLIC AWARENESS 
ABOUT LEASING, E.G., AS A COMPETITIVE FINANCIAL 
INSTRUMENT, DESCRIBING THE REAL STATE OF AFFAIRS ON 
THE LEASING MARKET OF MOLDOVA, AND OUTLINING THIS 
MARKET’S TRUE POTENTIAL.   
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        b)Prepare and 
distribute educational 
materials on various 
aspects of international 
best practices  

 

• BASED ON THE INFORMATION OBTAINED FROM THE 
LEASING MARKET RESEARCH, ATCI/MOLDOVA PUBLISHED 
AND DISTRIBUTED A BROCHURE IN THE FORM OF A NON-
TECHNICAL MATERIAL, TARGETING THE LEASING 
COMPANIES, BANKS, AND OTHER PROFESSIONAL NON-
LEASING ENTITIES. IT OUTLINES THE CURRENT SITUATION 
AND MAIN TENDENCIES ON THE LOCAL LEASING MARKET 
AND DISCLOSES THE MAIN MARKET INDICATORS WHICH 
WERE ASSESSED BY APPLYING LEASEUROPE METHODOLOGY.  

• REVIEWED THE “LEASING GLOSSARY” AND PRESENTED ITS 
FINAL VERSION TO THE LEASING INDUSTRY PROFESSIONALS 
THAT PARTICIPATED IN ALL THE COURSES OF THE CLS 
PROGRAM.  

• UPDATED THE ATCI/MOLDOVA WEB-SITE WITH SPECIFIC 
LEGISLATIVE EXTRACTS AND OTHER RELEVANT 
INFORMATION RELATED TO THE LEASING COMPONENT.  

 

        c)Provide consulting 
on organizational and 
marketing issues 

 

• ORGANIZATIONAL AND MARKETING ISSUES SPECIFIC FOR A 
LEASING COMPANY ARE BEING THOROUGHLY PRESENTED 
AND DISCUSSED IN THE THIRD MODULE OF THE CLS 
COURSE  

 

10.   Deliver Seminars for 
Other Industry 
Participants 
a) Vendors 
b) Potential Lessees 
c) Banks 
d) Government Officials 

• N/A FOR THIS QUARTER. 

 

LIST OF ATTACHMENTS  

 
ATTACHMENT 8:   ACAP CLS Second Module Training Report 
 
ATTACHMENT 9:   ACAP CLS Third Module Training Report 
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D.  FIXED INCOME - Moldova 

 

I. COMPONENT DESCRIPTION – FIXED INCOME MOLDOVA 

This report provides details on events and activities relating to the Fixed Income component of 
the USAID Access to Credit Initiative/Moldova, as implemented by the Pragma Corporation, 
during the period from October 1 through December 31, 2008.  

The objective of this activity is to expand the availability of capital to corporate borrowers as an 
alternative to bank financing, through the issuance of corporate bonds. Additionally, this 
component includes the activities assisting the development of the National Commission of 
Financial Market (‘NCFM’ or the Mega Regulator) as not only a regulator of the capital markets 
but a Mega Regulator, i.e., regulator of the Non-Bank Financial Institutions.  It should be noted 
that early, in July 2007, the National Securities Commission has formally been transformed into 
the National Commission of Financial Markets (‘NCFM’) with the publication of the Law on the 
National Commission of Financial Market in the official monitor.   

Besides seeking and assisting companies in the issuance of corporate bonds, tasks will be focused 
on disclosure and transparency issues and systems related to the bond regulations and 
enforcement capabilities of the NCFM.  Tasks will also include the capacity building of the Mega 
Regulator in accordance with international best practices of regulators.   

 

II. SIGNIFICANT EVENTS – FIXED INCOME MOLDOVA 

 
• ATCI COMPLETES FULL DRAFT BOND REGULATION FOR NATIONAL 

COMMISSION FOR FINANCIAL MARKETS 
 

• ATCI ESTIMATES DEFICIT IN NATIONAL BANK OF MOLDOVA’S RESERVE FUND 
 

• ATCI COUNTRY DIRECTOR MAKES PRESENTATIONS ON GLOBAL FINANCIAL 
CRISIS 

 

III. EXECUTIVE SUMMARY – FIXED INCOME MOLDOVA 

Regulatory Reform and Capacity Building 

 
Draft Bond Regulation 
 
During the quarter under review, ATCI completed those sections of the bond regulation which 
NCFM had, in fact, agreed to write but did not.  Thus, at the end of December, ATCI presented 
NCFM with a full draft bond regulation.  Throughout the last months, ATCI had suggested to 
the NCFM to take a more active role in the drafting and to adopt this regulation in the near 
term. 
 
In addition to the draft regulation, ATCI presented the Commission with recommendations for 
amendment or additions to no fewer than twelve statutes of the Civil Code, the law “On 
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Securities Markets,” and the law “On Joint Stock Companies.”  The recommendations are 
attached as Attachment 10.     
 
General Reserve Fund of the National Bank of Moldova 
 
Estimating the deficit in the General Reserve Fund was thoroughly discussed in the last quarterly 
report.  The NBM’s balance sheet for 2008 will be published during the next quarter, at which 
time ATCI will be able to check its estimates against the actual figures. 
 
Last quarter’s discussion has been attached as Attachment 12 as a matter of record only. 
 
Presentation on Global Financial Crisis 
 
Note: The narration of this presentation is quite long and at times complicated.  The first part is 
presented here; the second part will appear in the next quarterly report. 
 
The financial crisis of 2008 was brought on by the simultaneous collapse of a number of 
seemingly unrelated asset bubbles.  Until very recently, the best known of these asset bubbles 
was the US Housing Bubble, which peaked for the US as a whole at the beginning of 2007.  
At its peak, the average price of houses actually sold in the US was $329,700—more than 45% 
higher than the trend line (in red, below) of US housing prices since 1975. 
 

 
 
The Subprime Crisis 
 
The acceleration of housing prices was accompanied (and, to a certain extent, caused) by 
aberrant mortgage lending practices, notably subprime lending, which awarded loans to 
borrowers who were not creditworthy by standard measures; the average credit score of 
subprime borrowers was below 620.  As a result, many subprime loans rapidly became 
delinquent and went into foreclosure. 
 The acceleration of housing prices was also accompanied by massive over-building of 
single-family housing units which, once housing prices began to fall, weighed heavily on the 
market.  By the middle of 2008, it was estimated that the supply of new housing alone would 
take about ten months to sell at the current rate of sales. 
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 It should be noted that the US was not the only country in the world where housing 
prices rose sharply.  In fact, since 
1975 in many countries, notably 
Great Britain, housing prices 
have risen much more than in the 
US.  And, in spite of subprime and 
other sub-standard lending 
practices, the US was not the first 
developed country in which 
housing prices began falling.  In the 
late eighties, Japan had a real 
estate bubble which began 
collapsing in 1991 (see graph, 
right) and from which, after 
almost eighteen years, the country 
has not yet recovered.  As will be 
explained later, the deflationary 
impact of the collapse of Japan’s real estate bubble plays an inordinately important, if eerily quiet, 
role in the current financial crisis. 
 
World Stock Market Bubble 
 
From the third quarter of 2002, in the wake of the Dot Com Bubble and the tragedy of the 9/11 
terrorist attacks, another bubble began to inflate.  Led by the Dow Jones Industrial Average, 
stock markets around the world began an assault on new highs (or their 2000 highs).  Stock 
markets rose at various dizzying paces until October 9, 2007, when the DJIA put in a new high 
of 14,164.53—only weeks after the Subprime Crisis began making headlines and investment 
banks began reporting staggeringly large mortgage-related write downs.  From October 2007 
through October 2008, world stock market capitalization lost more than $32.0 trillion.  And the 
crash continued till the last week of November. 
 

 
 

 Losses in some markets exceeded 70% (the Russian Trading System is an example), but 
the average loss globally was slightly more than 50%.  By mid-November 2008, the S&P 500 

Source:  World Federation of Exchanges 
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Index was down some 51.9%, prompting pundits to draw comparisons to the infamous Crash of 
1929—the granddaddy of all stock market crashes. Unfortunately, besides stock markets, one 
can draw a number of comparisons to the Great Depression the Crash of ’29 ushered in.  
Before we do that, however, other asset bubbles must pop. 
 
The Commodity Bubble 

Perhaps the most 
welcome pop was 
that of the Crude 
Oil Bubble which 
put in its high price 
($147.24 per 
barrel) on July 27, 
2008.  The chart, 
left, doesn’t 
capture the high 
because it’s based 
on prices at the 
end of each month.  
Nor does it 
capture the recent 

low of about $40.00 per barrel. 
The collapse of crude oil prices has been sharp and spectacular, but it’s not unique in the 

asset class known as commodities.  Across the spectrum of these basic tradable goods—from 
base metals to grains—prices began falling like bricks in July 2008 and, led by crude oil prices, 
continued through November.  Alone among the members of the commodities asset class, gold 
has managed to maintain a relatively high price ($835 per Troy ounce, at this writing) because 
gold is also considered a safe haven from financial turmoil and disaster.  Not safe havens are 
the rental rates on vessels that transport commodities around the world by sea.  The Baltic 
Exchange Dry Index (BDI, not pictured) collapsed just as spectacularly as commodity prices 
from a high of more than 11,500 in July to about 763 at this writing.  The Bloomberg chart 
below depicts the extent of the collapse of commodity prices as measured by various global 
commodity indices.  The orange line is S&P’s Global Commodity Index. 

 
The Foreign Exchange Bubble 
 
For the most part, the world’s 
commodities are quoted and 
traded in US dollars.  That is a 
legacy of the 1944 Breton Woods 
Accord, which governed free 
world trade and finance from the 
end of World War II until 1971 
when, for lack of gold, the system 
collapsed.  (We’ll revisit Breton 
Woods later.)  In any event, 
exchange rates—the rates at 
which Euros, say, or Swiss Francs 
are converted to dollars—play a critical role in pricing commodities.  The price of crude oil, for 
example, is so closely linked with the dollar that it’s often difficult to determine which is driving 
the market on a given day: that is, is it the higher price of crude oil forcing dollar exchange rates 
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lower, or is it lower dollar exchange rates pushing crude oil prices higher?  To a lesser extent, 
the same can be said of the price of gold . . . except during financial crises, like now, when the 
prices of gold and crude oil diverge.  Compare the USD/EUR chart below to the chart of crude 
oil prices above. 

 The point is, during the 
second half of 2007, when the 
euro traded above its end-
2004 high of 1.35 USD/EUR 
(and crude oil traded above its 
mid-2006 high of about 
$70/bbl), the euro and other 
currencies that actually float 
against the dollar (like the 
Swiss Franc, the British Pound 
and some emerging market 
currencies) appeared to be 

forming bubbles themselves.  Many will take issue with that statement, so for the time being 
we’ll call it simply an observation.  But we’ll revisit the issue later, when we’ll make a much 
stronger case for the Foreign Exchange Bubble and reveal the concrete links between certain 
currencies and speculation in certain assets. 
 
The Long Term Interest Rates Bubble and Credit Spreads 
 
Of the asset bubbles we surveyed, the Interest Rate Bubble is the most important.  In fact, 
historically low yields on long term sovereign bonds—not just US Treasury Bonds, but European 
and Japanese sovereign issues as well—are the remote cause of the asset bubbles described 
above. The reason is simple:  money was cheap.  US mortgages, for example, are priced off the 
US Treasury Ten Year Note, whose yield has been below 5.50% since 2001.  (See chart below.)  
In 2003, when yields were at their lowest point since the 1950s, US banks, thrifts and mortgage 
companies wrote almost $4.0 trillion of mortgages, about 75% of which were refinancings.  
Between 2001 and the end of 2007, more than $20.0 Trillion of mortgages were written, of 
which $4.6 Trillion were purchase mortgages. 

 When you buy a house, you put down 20% of its value and mortgage the balance; you’re 
using what’s called leverage.  Your gross leverage ratio (equity to debt) is 25% (20/80) and 
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your gearing (debt to equity) is 4:1. While interest rates were low, sophisticated investors 
borrowed money at shorter maturities to leverage their investments in stocks, corporate bonds, 
commodities and newer financial assets like CDOs, which the wizards of Wall Street were busy 
brewing up.  For example, certain Merrill Lynch and Citigroup SIVs (off balance sheet 
‘investment vehicles’) issued short term Commercial Paper to buy ‘Super Senior CDOs;’ the 
gearing in the investment vehicles was about 15:1.  By some estimates, at the end of 2007, the 
gearing in some investment bank balance sheets was on the order of 35 or 40:1.  Investment 
banks and other investors allowed themselves to take on ever more leverage because of a 
theory popular at the time called “The Great Moderation.”  The theory held that the boom-
and-bust cycles of business and investment had been moderated—the booms would last longer 
and the busts would be shorter and softer—by better, computer-enabled risk management tools 
and a bevy of new instruments like Credit Default Swaps and other derivatives Wall 
Street’s financial engineers had, well, engineered. Thanks to “The Great Moderation,” investors 
could simply add leverage without adding risk. Anyway, the leveraging party came to an abrupt 
end on or about 17 September 2008.  As the chart above shows, money is still cheap, but only 
for the US Treasury.  For everybody else, money’s gotten much more expensive. 
 What’s changed are credit spreads.  US government bonds are considered risk-free: 
that is, the risk that the US Treasury will default on its debt is estimated to be about nil.  Credit 
spreads are the premiums everyone else pays for being less than risk-free, and the riskier you 
are perceived to be as a borrower the wider your spread is to US Treasury rates.  The chart 
below illustrates this point and a little more. 

 
 

 The blue line in the chart above is the yield of the US Treasury Ten Year Note—the risk-
free security.  The red line is the yield of a AAA-rated corporate issue.  AAA is the highest 
credit rating that rating agencies like Moody’s, S&P and Fitch award corporate bond issuers.  
Note that as recently as early July 2007, AAA-rated issuers paid a premium of only 65-70 basis 
points to the US Treasury Note yield.  BBB-rated issuers paid about 75 basis points more; BBB 
(Moody’s Baa) is the lowest rating a bond can receive and still be considered ‘investment grade.’  
By late July, however, the spreads began to widen—both between AAA and US Treasury and 
between BBB and AAA.  The subprime crisis began making headlines in early August 2007.   
From that point on, as banks began reporting bigger and bigger write downs on subprime loans 
and related securities, spreads continued to widen until mid-September 2008, when they simply 
blew out.  They’re not off the charts, but they’re extremely wide by historical standards:  BBB-
rated bonds are now trading at 600 basis points over Treasuries, AAA-rated at 250 basis points. 
 Bond prices move in inverse proportion to their yields.  To illustrate: if you bought a BBB-
rated bond with a coupon rate of 7.00% on October 1, you would have paid par (100% of face 
value or, typically, $1,000); if you sold the same bond on November 1, when yields were trading 
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at 9.50%, you would have sold at a price of 84.0% of par (or $840), locking in a capital loss of 
$160, or 16%, on your trade.  Corporate bond prices have collapsed. 
 
Summary of Asset Bubbles 
 
Asset bubbles are not particularly uncommon.  Everyone remembers the Dot Com Bubble that 
burst in March 2000, bringing even unrelated stocks down hard and fast.  And, if you look at the 
chart of housing prices on page 1, you’ll see that two housing bubbles preceded the Subprime 
Crisis.  The first, beginning in 1978, was relatively benign and may not actually have been a 
bubble, though prices were clearly elevated over the trend line.  The second began in 1986; at 
its height, prices rose some 33% above the trend line, after which they drifted lower for almost 
two years.  Of course, the granddaddy of all asset bubbles—or at least the first recorded in 
modern history—was the Dutch Tulip Bulb Bubble of 1564.  You probably don’t think a tulip 
bulb qualifies as an asset, but the Dutch of 1564 clearly did. 

A long, relative sordid history of asset bubbles suggests there’s something in the human 
condition—or perhaps even the human genome—that causes them:  a herd mentality gene left 
over from some flawed evolutionary development several million years ago; or maybe a Santa 
Claus gene that deludes people into ascribing the good things that happen to them to quasi-
supernatural agents; or a Wishful Thinking gene that forces people to believe the brokers and 
analysts who gin up theories like “Peak Oil” and “Housing Prices Never Fall” and, lest we forget, 
“The Great Moderation.” There is a kernel of truth to all these theories, of course, but the 
truth either eventually turns false, as in the case of the Housing Bubble, or its strength is 
insufficient to support the level of prices to which it has taken its related asset.  “Peak Oil” 
supports crude oil prices at $40/bbl, for example, but not at $147/bbl.  In any event, as Alan 
Greenspan once observed, an element of the irrational drives asset prices to their peaks.  
“Irrational exuberance” he called it.  Thoughtless enthusiasm. 

What Mr. Greenspan did not say is that enthusiasm isn’t enough.  Higher asset prices 
have to be financed.  If higher prices are financed with debt, the asset bubble or bubbles begin 
bursting when investors or their bankers begin deleveraging—when they begin selling assets 
and paying down debt. 

What is uncommon in the present case is that there was not just one asset bubble.  
There were several.  Prices in all asset classes have been falling.   Simultaneously and 
precipitously.  And prices are falling on exchanges all around the world.  It’s a global 
phenomenon.  That’s because the debt that financed the asset bubbles was colossal, and the 
leverage global. 

 
 

Part Two:  Debt 
   

 

 
Source:  Statistical Annex, IMF Global Financial Stability Report 2008 
 



 

USAID ATCI Project Moldova, implemented by The Pragma Corporation – Ninth Quarterly Report          85 
 

In its annual assessment of the world’s financial well-being, the IMF generates a table, a 
portion of which is reproduced above, that helps you put things into global perspective.  The 
first column, GDP, is the value of all goods and services produced, and for the most part 
consumed, in an economy in a given year.  The year in this case is 2007.  Among the more 
interesting facts is that Europe, North America and Japan account for 65% of world GDP, 64% 
of world stock market capitalization, 77% of the world’s banking assets and an astonishing 86% 
of the world’s outstanding debt securities.  Also of interest is that total debt outstanding (USD 
164.6 Trillion), which we get by adding Bank Assets to Total Debt Securities, is two and a half 
times larger than world stock market capitalization and three times larger than world GDP.  It’s 
also clear that, while the US has loads of debt, it is by no means the leader of the pack.  That 
honor goes to the EU; Japan is a distant second. Together, the indebtedness of these three 
economies accounts for 79% of total world outstanding debt. 

 
Area       Total Debt                  % of GDP 
World                      164.6                             302 
USA                  41.2                             299 
European Union          71.3                             454 
Japan                          17.0                             386 

 
The IMF table was not intended for the use we’re putting it to here.  We’re using it as a 

proxy for Credit Market Debt Outstanding in the Federal Reserve’s Flow of Funds Accounts 
which, unfortunately, is not replicated by central banks in all countries or for the world as a 
whole.  Compared to Credit Market Debt Outstanding, the IMF table double counts some 
elements of debt and fails to capture others.  So the table above is not a perfectly accurate 
measure of total debt by region, but it’s close enough for our purposes.  Our purpose is to 
illustrate that, at the end of 2007, the world was awash in debt of one kind of another. 

The relationship of debt to GDP is not particularly straightforward.  That’s largely 
because the National Income and Product Accounts (NIPA) used to calculate GDP do not deal 
directly with stock of total outstanding debt in any given year, but with the flows of interest, as 
both income and expense, that emanate from it.   In NIPA methodology, any debt in a given year 
arises from investment in structures (plants, houses, public buildings, roads and bridges) by 
business, private persons and government.  This investment in structures is, or should be, 
financed by a depreciation (capital consumption) allowance generated by routine wear and 
tear, damage to and obsolescence of the existing structural stock and by the savings of 
businesses, private persons, and government.  The savings of businesses are undistributed 
corporate profits.  More often than not, of course, government runs a budget deficit, not a 
surplus.  And as to personal savings, the chart below says it all.  Or at least, a lot.    

 Disposable Personal 
Income (DPI) is ‘take home 
pay’—your salary after taxes 
and Social Security 
contributions plus interest 
earned and dividends 
received. The graph at left 
charts Personal Savings as a 
percent of Disposable 
Personal Income since 1953.  
From a high of about 11% in 
1982, the savings rate has 
fallen precipitously to less 
than one percent of DPI from 
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2004 through 2007.  We’re certainly not saving enough to cover investment in fixed capital and, 
as a result, the US has to borrow abroad.  Vast sums.  In 2007, the US borrowed $720 billion, 
or about 5.2% of GDP.  In 2007, had the personal savings rate been 10.8% of DPI as it was in 
1984, it would have covered all the foreign borrowing plus the government’s $218 billion budget 
deficit with funds to spare. 
 Why don’t Americans save more? A glance at the Ten Year Treasury yields at the bottom 
of page 3 provides part of the answer:  since 1982, interest rates have been falling—precipitously 
at first and then gradually.  Lower yields are, of course, a disincentive to save, but that’s not the 
answer.  Gradually falling interest rates over a prolonged period are a reliable indicator of 
financial security.  Even prosperity.  Good times.  Americans appear to let the good times roll.  
During the bad times, on the other hand, Americans save.  The chart above shows that during 
recessions (1981, 1991, 2001) the savings rate ticks up for a year or so.  The US savings rate is 
countercyclical.  Instead of saving money for some future rainy day, Americans tend to save 
only after it’s started raining. The countercyclical nature of US personal savings is of particular 
concern to policymakers because it tends to make recessions worse.  And just as you would 
expect, retail sales have collapsed just in time for the Christmas shopping season. 
 But that’s not the whole answer.  Go back to the chart of US housing prices on page 1.  
Housing prices never fall, remember?  Until very recently there was more than a grain of truth 
to that statement.  The trend line (in red) rises at an annually compounded rate of about 3%.  
And as housing prices increase, homeowners build equity.  At the height of the Housing Bubble 
in 2006, US housing stock was valued at about $22.0 trillion, half of which was homeowner 
equity.  If you have $11.0 trillion of equity in your home, do you need to save? 
 Before you answer that 
question, consider this.  As stated 
earlier, between 2000 and 2007, US 
financial institutions originated more 
than $20.0 trillion of mortgages.  For 
one thing, that means about 90% of 
mortgages currently out-standing 
were originated after 2000 at 
relatively high housing prices and 
relatively low interest rates.  About 
$4.6 trillion of the mortgages 
originated in the period were 
‘purchase mortgages;’ that is, people 
actually bought a home with the 
proceeds. The remainder were 
refinancings (‘refis’).   The higher 
prices and lower interest rates meant that most homeowners had more equity at the new price 
than even the most conservative of lenders required as down-payment.  In those cases, the 
lender allowed the borrowers to ‘cash out’—that is, take the excess equity out of the mortgage 
in cash.  This phenomenon is called Mortgage Equity Withdrawal (MEW).  The chart above 
displays MEW quarterly in billions of dollars.  Between 2000 and 2007, borrowers cashed out on 
more than $4.3 trillion of home equity. 
 Now let’s say you refinanced your home in 2006 at the peak of the Bubble.  The house 
you paid $200,000 for a few years ago was at the peak worth a bubbly $300,000.  On 
conventional prime terms, the bank could lend you 80% of appraised value, or $240,000, with 
which you would retire the outstanding balance of, say, $150,000 on the original mortgage.  That 
leaves a difference of $90,000, but the bank requires a 20% down payment, or $60,000, and you 
originally paid in only $40,000.  So you leave $20,000 in home equity and cash out only $70,000. 
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Two years later, which is 
now, the value of your house has 
fallen, say, 20% from the peak to 
$240,000.  The bank has a 
substandard loan on its books 
because LTV is not 80%, as 
required, but closer to 100%.  
And you have no home equity 
unless there’s something left 
over from the $70,000 you 
cashed out.  The cash out was 
real (you spent the money), but 
the market value of your house 
wasn’t.  From the peak of the 
Housing Bubble, homeowners 
have lost more than $2.0 trillion 
in home equity. 

Mortgage Equity Withdrawal is in some ways analogous to the big paychecks and year-
end bonuses the high rollers on Wall Street took home the last couple of years.  The paychecks 
and bonuses were real, but the profits that paid them were not.  At least, not anymore.    Banks 
have lost more than a trillion dollars on subprime mortgage lending and related securities, 
wiping out several years of mind-boggling profits. Presumably, the high rollers still have their 
bonuses.  Let’s hope so because most of them have lost their jobs. 

From 2000 to the end 2007, net household debt outstanding increased 2.65 times to 
$9.7 trillion, or 95.4% of disposable personal income. Americans went on a consumption binge 
financed, as it turns out, at mortgage rates of interest.  Mortgage rates were not only historically 
low, they were also considerably cheaper than rates on consumer credit—car loans, credit 
cards and personal loans.   Mortgage Equity Withdrawal created an enormous incentive to 
consume.  Consumer credit didn’t languish.  It grew 1.65 times in the same period, but as a 
percentage of total household debt outstanding, it fell from 24.2% in 2000 to 18.4% at the end of 
2007.  Household debt today is overwhelmingly mortgage based . . . scant comfort with housing 
prices falling. 
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IV. ADMINISTRATIVE ISSUES – FIXED INCOME MOLDOVA 

NONE 
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V. DESCRIPTION AND STATUS OF TASKS – FIXED INCOME MOLDOVA 

Defined Activity Progress Made During Quarter/Proposed Future Actions 

A.1.  Review and assess 
legislation (e.g., pledge law, 
bankruptcy law, trust law, 
securities market law) for 
gaps and needs re: issuance 
of corporate and mortgage 
bonds 
 

• ANALYSIS OF INSOLVENCY LAW WITH REGARDS TO 
SENIORITY OF THE COVERED ASSETS IN THE MORTGAGE 
POOL IN CASE OF INITIATION OF INSOLVENCY 
PROCEDURE. 

• MEETING THE NATIONAL BANK REPRESENTATIVES TO 
DISCUSS THEIR ROLE IN THE BANK INSOLVENCY 
PROCEDURE 

A.2.  Work with the National 
Securities Commission (or its 
evolved role as Mega 
Regulator, "MR") building 
capacity for understanding 
and implementing issuance of 
bonds and regulating the 
markets 
 

• FINALIZING THE WORK ON DRAFTING THE REGULATION 
ON ISSUANCE AND CIRCULATION OF BONDS.  

• DRAFTING THE TIMEFRAME FOR ISSUANCE OF BONDS 
ACCORDING TO EXISTING REGULATION 

A.3.  Analyze financials of 
potential issuers for issuance 
of corporate bonds (see Task 
B below) 
 

• ANALYSIS OF CREDITWORTHINESS OF COMPANIES 
REPORTING TO NCFM BASED ON FINANCIAL REPORTING 
FOR 2007 

A.4.  Work with the 
NSC/Mega Regulator in 
capacity building regarding 
transparency and disclosure 
issues in bond related 
regulation 
 

• N/A FOR THIS QUARTER 

A.5. Review and provide 
recommendations on 
regulations re: investment 
advisors and ratings agencies  
 

• N/A FOR THIS QUARTER 

A.6. Analyze authority of MR 
re: investigative powers and 
enforcement abilities; make 
recommendations for 
strengthening capabilities 
 

• N/A FOR THIS QUARTER 

A.7. Work with CNVM in 
helping them develop into a 
Mega Regulator; provide 
time bound action plan for 
activities necessary for 
implementation 

• N/A FOR THIS QUARTER 

A.8. Analyze laws, 
regulations, and practices for 
compliance with int'l. 
standards, making 
recommendations for 

• N/A FOR THIS QUARTER 
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activities 
 

A.9.  Analyze and assess 
private pension fund law and 
system (legal and 
institutional framework) in 
Moldova (added Jan 2008) 
 

• N/A FOR THIS QUARTER 

B.1. a Select top 10 
candidates for issuance, 
including those companies 
which have already issued 
corp. bonds. 
 

• N/A FOR THIS QUARTER 

B.1. b Meet with executives 
of these companies for their 
understanding and desire to 
issue bonds 
 

 
• N/A FOR THIS QUARTER  

B.1. c Presentation of bond 
workshops aimed at potential 
issuers as well as potential 
buyers of bonds, for higher 
education, discussing possible 
benefits and potential risks 
 

• N/A 

B.1.d. Organize and hold 
International Bond 
Conference (added 
Sept.2007) 

• N/A 

B.2 Assist companies (at 
least 3) in issuance of 
corporate bonds 
 

• FINALIZING THE DRAFT OF THE COVERED BOND 
PROSPECTUS, PARTS RELATED TO AUDITOR, 
REPRESENTATIVE AND MORTGAGE COVERAGE. 

 
 

LIST OF ATTACHMENTS  
 
ATTACHMENT 10:    List of Statutes for Modification 

ATTACHMENT 11:    Presentation “Global Financial Crisis” 

ATTACHMENT 12:    Memorandum “Funding the Deficit in the General Reserve Fund of the 

National Bank of Moldova”   
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E.   DEVELOPMENT CREDIT AUTHORITY (DCA) MONITORING - 
Moldova 

NOTE: This Task was not originally included in the Statement of Work for ATCI/Moldova.  However, 
due to desires of the local USAID officials along with discussions with this Project, this was included and 
approved as an additional component.  The Component is comprised of monitoring activities over the 
seven partner financial institutions of the DCA, six commercial banks and the Rural Financial 
Corporation. 

 

I. COMPONENT DESCRIPTION - DCA MONITORING MOLDOVA 

This report provides details on events and activities relating to the Development Credit Authority 
Monitoring component of the USAID Access to Credit Initiative/Moldova, as implemented by the 
Pragma Corporation, during the period from October 1 through December 31, 2008.  

The objective of this activity is to monitor the activities of the six commercial banks and the Rural 
Financial Corporation (RFC) regarding their loans that have qualified to be (partially) guaranteed by the 
Development Credit Authority. The activities of the Project require ongoing monitoring activities, which 
include answering partner institutions’ relevant questions, conducting meetings to help prepare reports 
and to verify claims and reports, preparing reports for USAID, and verifying reports and claims of 
partner financial institutions. 

The Project believes that loan guarantees through DCA can be utilized to develop institutions’ activities 
relating to the other components of ATCI/Moldova, i.e., guaranteeing loans for mortgages (either as a 
portfolio or on an individual basis), guaranteeing loans for leasing (either as a portfolio or on an 
individual basis), and guaranteeing (up to 50%) the performance on bond issuances.  The Project 
determined that if a specific use with a specific partner institution can be identified for the loan 
guarantee program, the Project will then pursue its utilization.   

A report has been developed showing how the DCA guarantees can benefit activities of counterparts in 
the three major component areas of the Project.   

 

II. SIGNIFICANT EVENTS - DCA MONITORING MOLDOVA 

THERE WERE NO DCA RELATED ACTIVITIES DURING THE REPORTING PERIOD 

 

III. EXECUTIVE SUMMARY - DCA MONITORING MOLDOVA 

 

IV.     ADMINISTRATIVE ISSUES - DCA MONITORING MOLDOVA 

NONE 
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V. DESCRIPTION AND STATUS OF TASKS – DCA MONITORING 
MOLDOVA 

NOTE: all activities on an ongoing/as needed basis, as requested from DCA and/or the partner 
financial institutions 

Task A.  Monitor Activities of Financial Institutions Working with the DCA 
DCA Component 

Defined Activity Progress Made During Quarter/Proposed Future Actions 

A.1.  Monitor how 
Financial Institutions are 
utilizing guarantees and 
submitting claims 
 
 

• CONTINUED MONITORING THE BANK PARTNERS UNDER 
CURRENT AGREEMENTS 

 

A.2.  Act as contact 
person for Financial 
Institutions and USAID to 
answer relevant questions 
 
 

• ASSISTED RFC IN CORRECT FILLING OF THE POST RECOVERY 
CLAIMS FORMS AND THE PROCEDURE OF REIMBURSEMENT 
OF RECOVERED CLAIMS 

A.3.  Assist Financial 
Institutions to complete 
questionnaires and 
surveys, where necessary 
 

• N/A FOR THIS QUARTER 

A.4.  Conduct meetings 
with Financial Institutions 
as needed and prepare 
semi-annual monitoring 
reports for USAID 
 

• MEETING THE BANCA SOCIALA REPRESENTATIVE IN ORDER 
TO ASSIST IN CORRECT FILLING OF THE SEMIANNUAL 
REPORT 

A.5. Verify partner 
Financial Institutions' 
semi-annual reports 
submitted through the 
Credit Monitoring System 
 

• ASSISTED BANCA SOCIALA, MOBIASBANCA AND MAIB IN 
FILLING SEMIANNUAL REPORTS 

 

 
 

- END MOLDOVA - 
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Implementation of Basel II
LDG Grading for the mortgage lending business 

Dipl.-Kfm. Reiner Lux, CEO HypRating GmbH
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CONFIDENTIALITY

Our business is marked by very intense competition. Therefore, 
confidentiality in dealing with business planning and data is of utmost 
importance. 

We regard our analytical, methodological and concept approaches and 
insights as our intellectual property. 

The following presentation has been drawn up jointly by the Association of 
German Mortgage Banks and Oliver, Wyman & Company. 

The information contained in it is confidential and may be copied neither 
entirely nor in part. Using this information in any way is strictly prohibited. 
Third parties may not be allowed access to these documents under any 
circumstances or be able to dispose of them.

Copyright © O iver, Wyman & Company; Copyright © Verband deutscher Hypothekenbanken
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Background/Point of departureI
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Background

Due to regulatory developments, the banking industry is facing new 
challenges. 

Since 2007, financial institutions need rating instruments and processes, 
which are approved by  the regulators. This requires: 

• Empirical backing and validation, 

• Business accountability, 

• Inter-subjective comparability, 

• Data and rating history. 

Foundation and Advanced Internal Ratings Based (IRB) Approach differ 
about the "Loss Given Default" parameters: 

Foundation IRB Approach: LGD parameters are determined by regulators. 

Advanced IRB Approach: LGD parameters are internally determined 
based on a statistical analysis based on the internal loss history.

6

Basel II

Pillar I
Minimum capital requirements Pillar II Pillar III

PD: Probability of Default 
LGD: Loss-Given-Default
EAD: Exposure at Default
M: Maturity

Background/Point of departure

Modified standard approach
Risk weighting 0%, 50%, 100%, 
150%
Allocation based on external ratings
Rating gap in Germany

Internal rating approach
Basic values for the determination of 
risk weighting PD, LGD, EAD, M

Foundation approach

PD
Estimate 

by institution

LGD
Regulatory 

standard value

EAD
Regulatory 

standard value

M
Regulatory 

standard value

Credit 
rating

Advanced 
Approach

PD
Estimate 

by institution

LGD
Estimate 

by institution

EAD
Estimate 

by institution

M
Mark-up or 

deduction factor

Credit 
rating

Repayment 
scheme

LGD-
Grading
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Requirements of Rating Instruments

• Discriminatory power / forecast certainty

• Empirical and statistical backing and validation

• Comparability with external rating instruments

• Calibration based on the default history (PD rating) in particular loss
history (LGD Grading)

• Transparency and Traceability

8

Other applications

Capital backing

Commission 
and loss 
prognosis

Portfolio
management

Risk-oriented
customer/portfolio 

profitability

Loan process
control

Risk-oriented 
pricing
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Calculation methodII

1
0

Components of the expected loss

The Advanced Basel II – capital calculation requires a separate 
measurement of the “Probability of Default“ and the “Loss Given Default“.

EL
Expected Loss

(EURO)

Measurement

PD
Probability of 

Default
(%)

Credit rating

LGD
Loss Given 

Default
(%)

LGD Grading

EAD
Exposure of 

Default
(EURO)

EAD Parameter

The project aims at developing an instrument for measuring the 
“Loss Given Default“ (LGD Grading) 

= x x
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1
1

Possible outcomes of a default case

LGD Settlement rate LGDA= x Composition rate LGDV+ x

Default 
cases

Settlement rate

Composition rate

Reconstruction rate

Compulsory execution

Composition/
Restructuring

Reconstruction

LGDA

LGDV

LGDS = 0

1
2

Calculation example of the LGD at settlement
Chart

EAD

Amount 
of claims 

in the event 
of default

Proceeds 
from furnished 

collaterals, 
guarantees 

and insolvent 
estate

Non-serviced 
claims

Interest costs

Settlement 
costs

Recovery 
after interest 

and settlement 
costs

LGDA

Parameter Recovery rates
Duration 

of collateral 
execution

Allocation 
of costs

%LGDA = 
LGDA/EAD 
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Calculation example of the LGD at settlement

LGD calculation for the following year: 

Claim at default* 0.900 (+)

Market value of the asset today 1.200

x Market value prognosis (flat, Munich) 106 %

= Forecasted market value 1.272

mortgage lending value (B) 1.157

= Expected market value ** = B + k (PM-B) 1.215

x Recovery rate (flat, metro area, high purchasing power) 59 %

= Proceeds from asset 0.717 (-)

Settlement costs and calculated interest costs 0.089 (+)

Loss = Claims – proceeds + costs 0.272 (=)

* Nominal capital + Interst + (if any) costs
** k = 50 % (illustrative)

Input Parameter

HVB-Expertise

Main project

Main project
(Durations of 

settlement)

Loan (Nominal capital 
today: 850)

Type of asset and 
valuation

(Rented flat in Munich)

Additional 
securities are 
also included

LGDat settlement = Loss / Claim at default = 272/900 = 30 %

LGD = Settlement rate x LGDat settlement + composition rate x LGDat composition

LGD = 65 % x 30 % + 5 % x 16 %
LGD = 20 %

1
4

Current value and mortgage lending value 
in the economic cycle

Value

Time

Lending limit

Mortgage lending value

Present current value
in the economic cycle
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1
5

Impact: LGD to Regulatory Capital Requirements

1
6

Rating of international Developper Projects

Amount

Investment Grade Non Investment Grade
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1
7

Data poolIII

1
8

Results May 2007 - Residential

Entwicklung Datenpool LGD-Grading (Marktwert Wohnen)
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1
9

Results May 2007 - Commercial

Entwicklung Datenpool LGD-Grading (Marktwert Gewerbe)
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2
0

1) Population Density – Commercial Defaults 
2) Purchase Power – Residential Defaults
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1

Procedure in relation to portfolios abroad 

In relation to portfolios in foreign countries, the 
procedure is similar to the procedure for Germany. But 
the data availability is worse!

Model based estimation
Consistent with the calculation method for Germany

Inputs
Loan to value and weighting of the real estate types of the 
participating banks
Data from external sources

2
2

Procedure in relation to portfolios abroad 
(Illustrative)

LGD calculation for the following year: 

Claim at default* 0.900 (+)

Market value of the asset today 1.200

x Market value prognosis (office, London) 106 %

= Forecasted market value (PM) 1.272

Mortgage lending value (B) 1.050

= Expected market value** => B + krural (PM-B) 1.228

x Recovery rate (office, London) 65 %

= Proceeds from the asset 0.798 (-)

Settlement costs and calculated interest costs 0.145 (+)

Loss = Claims - Proceeds + costs 0.247 (=)

* Nominal capital + Interest+ (if any) fees
** k = 80 % (illustrative) LGDV
*** Scaling factor = Settlement rate + composition rate x LGDA

Input Parameter

Determined 
prognosis

Comparative 
value and 

expert opinion
From 

Benchmarking

Loan
(Nominal capital
loan granting: 880)

Type of asset 
and valuation

(Office in London)

Additional 
securities are 
also included 
analogously

LGDat settlement = Loss / Claims at default = 247/900 = 27 %

Scaling factor***= 70 %
LGD = LGDat settlement x Scaling factor = 19 %

Comparative 
values and 

expert opinion

Copyright © 2000 Oliver, Wyman & Company
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Procedure in relation to portfolios abroad

Moody‘s indicates the following recovery rates:

Source: Moody‘s Approach to Rating European CMBS, Moody‘s, June 2001.

Country Recovery 
rateGroup

Netherlands, UK 60 % to 70 %A

Germany, Ireland, Sweden, Switzerland 55 % to 65 %B

Austria, Island, Belgium, Liechtenstein, Denmark, 
Luxemburg, Finland, Norway, France, Spain 45 % to 50 %C

Greece, Portugal, Italy, Eastern Europe 30 % to 35 %D

2
4

Studies on LGDs analysed by Federal Reserve Board

Comparision of Recovery Rates in the US 
Commerical Real Estate

65%

68%

68%

65%

66%

88%

62%

61%

63%

0% 20% 40% 60% 80% 100%

Torto Wheaton Research Prognose 2002-2007

Esaki, L'Heureux & Snyderman [1999] 15109 delinquent loans

Pelletier & Rudenstein (Fitch) 1998 18839 delinquent loans

Dillon & Belanger (F tch) [1996] 17702 delinquent loans

DEUTSCHLAND

Snyderman [1991] 7205 liquidated loans

Ciochetti & Riddiough [2000] 807 liquidated loans

Ciochetti & Shilling [1999] 308 liquidated loans

Fitch CMBS 2002
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2
5

Other ProjectsIV

2
6

Outlook

The main project was realized by Mid-2002.

During the project phase, several meetings with 
representatives of the German Regulator BaFin
(Bundesanstalt für Finanzdienstleistungsaufsicht
Bankenaufsicht) and Bundbank held to prepare
the approval. The actual approval has to be
realized by the bank itself.

As first member bank Commerzbank was approved.

Outsourcing of project in a limited company:
Hyp Real Estate Rating Services GmbH

„Non-vdp-members“ can participate in the project: 
Westimmo, IKB, SEB, Commerzbank.

Regular expert meetings (Results are presented, developments, exchange of 
experiecences, etc.)

USAID ATCI Project, implemented by The Pragma Corporation – Seventeenth Quarterly Report
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2
7

Other Projects HypRating

Templates for other Low Default Portfolios:
Local and Regional Governments (LRG)
Sovereigns
Banks
Government Related Entities „Stand Alone Template“
Government Related Entities „Supported Template“
US Municipalities (in cooperation with Moody‘s)

Methods have been developed in cooperation with 
Standard & Poor‘s Risk Solutions (and the Rating 
Agency Standard & Poor‘s).

Participating banks receive via HypRating’s
datawarehouse relevant data for the LRG Rating 
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1. Характеристика Емітента

Найменування
Державна іпотечна установа 
Государственное ипотечное учреждение
State Mortgage Institution
Код ЄДРПОУ – 33304730.

Місцезнаходження, номери телефонів, факсу
Юридична адреса: 04071, м. Київ, вул. Межигірська, 11;
Фактична адреса: 04116, м. Київ, вул. Шолуденка, 1-б;
тел.: (38 044) 483-44-71, факс: (38 044) 483-44-80, 
e-mail: office@ipoteka.gov.ua.

 Дата заснування
Утворена  постановою  Кабінету  Міністрів  України  від  8  жовтня  2004  р. 

N 1330 “Деякі питання Державної іпотечної установи”.
 Перелік засновників

Засновником Установи є держава в особі Кабінету Міністрів України.
 Органи управління

Органами управління Установою є: наглядова рада, правління.
Наглядова рада Установи

Нагляд  за  діяльністю  та  фінансовою  стабільністю  Установи  здійснює 
наглядова рада, яка утворюється Державним агентством України з інвестицій та 
інновацій.

Кількісний  та  персональний  склад  наглядової  ради  визначає  Державне 
агентство України з інвестицій та інновацій.

Члени наглядової ради виконують свої обов’язки на громадських засадах і 
не можуть перебувати у трудових відносинах з Установою. 

Наглядова рада діє на підставі Положення, яке затверджується Державним 
агентством України з інвестицій та інновацій.

До компетенції Наглядової ради ДІУ належить: 
-  здійснення  контролю  за  діяльністю  правління  Установи,  дотримання 

Установою мети її діяльності та положень Статуту;
- затвердження параметрів випусків цінних паперів;
- затвердження за поданням правління Установи основних засад здійснення 

іпотечного кредитування та рефінансування;
-  погодження  за  поданням  голови  правління  Установи  проектів  річних 

фінансових та інвестиційних планів,  інвестиційних планів на середньострокову 
перспективу  з  наступним  поданням  їх  на  затвердження  органу  управління 
майном;

-  погодження бухгалтерського балансу Установи та показників виконання 
фінансового плану за рік;

- розгляд звітів та висновків служби внутрішнього аудиту;
-  розгляд  рейтингових  оцінок  Установи,  визначених  в  установленому 

порядку;
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-  погодження  розміру  відсоткової  ставки  рефінансування  іпотечних 
кредитів;

-  визначення  переліку  конфіденційної  інформації  та  інформації.  Яка 
становить комерційну таємницю;

- розгляд інших питань щодо діяльності Установи за ініціативою правління 
Установи. 

Правління Установи
Правління є виконавчим органом Установи, який здійснює поточне керівництво її 

діяльністю і несе відповідальність за ефективність роботи.
До  складу  правління  входять  голова,  заступники  голови  та  інші  члени,  які 

призначаються на посаду та звільняються з посади відповідно до Статуту Установи.
Порядок роботи та  прийняття  рішень  правління  визначається  положенням про 

правління,  яке  погоджується  наглядовою  радою  та  затверджується  Державним 
агентством України з інвестицій та інновацій.

Правління діє від імені ДІУ, в межах передбачених законодавством, Статутом ДІУ 
та Положенням про правління.

До компетенції правління ДІУ належить: 
-  вирішення  питання  господарської  діяльності,  фінансування,  ведення  обліку  та 

звітності,  роботи  з  цінними  паперами,  проведення  операцій  та  провадження  іншої 
діяльності згідно до Статуту ДІУ; 

- затвердження правил, процедур та інших внутрішніх нормативних і методичних 
документів, що регламентують господарську та фінансову діяльність ДІУ;

- подання органу управління майном та наглядовій раді проектів документів, які 
підлягають затвердженню або погодженню ними, підготовка та попередній розгляд усіх 
питань,  що  підлягають  розгляду  органом  управління  майном  або  обговоренню  на 
засіданнях наглядової ради ДІУ, підготовка у зв’язку з цим необхідних матеріалів;

- забезпечення виконання рішень органу управління майном і наглядової ради; 
-  вирішення  питання  керівництва  роботою  спеціалізованих  та  регіональних 

відділень,  філій,   представництв,  дочірніх  підприємств,  забезпечення  виконання 
покладених на них завдань;

-  затвердження за погодженням з органом управління майном порядку покриття 
збитків від господарської діяльності ДІУ;

-  прийняття  рішення  про  випуск  цінних  паперів  відповідно  до  параметрів, 
затверджених наглядовою радою ДІУ;

- затвердження вимог до іпотечних кредитів;
-  утворення  та  ліквідація  за  погодженням  з  органом  управління  майном 

спеціалізованих і регіональних відділень, філій і представництв ДІУ;
- прийняття за результатами проведеної інвентаризації, зокрема в разі  виявлення 

нестачі, рішення про списання з балансу ДІУ основних засобів та інших необоротних 
активів,  не  придатних  для  подальшого  використання,  морально  застарілих,  фізично 
зношених,  пошкоджених  внаслідок  аварії  чи  стихійного  лиха,  зниклих  внаслідок 
крадіжок;

- установлення відсоткових ставок за активними операціями, а також комісійних та 
інших видів винагороди за послуги, що надаються ДІУ.

-  визначення  форми  звітності  (інформації)  та  порядку  її  подання  іпотечними 
кредиторами, які рефінансуються ДІУ;

-  установлення  за  погодженням  з  наглядовою  радою  ДІУ  розміру  відсоткової 
ставки рефінансування іпотечних кредитів;
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- затвердження за погодженням з наглядовою радою символіки ДІУ;
-  розробка  та  подання  на  затвердження  наглядовій  раді  ДІУ  основних  засад 

здійснення іпотечного кредитування та рефінансування;
- прийняття рішень про вчинення правочину у разі, коли ринкова вартість майна, 

або послуг становить від 5 до 15 відсотків вартості власних активів за даними останньої 
квартальної звітності ДІУ;

- прийняття рішень щодо укладення відповідно до законодавства за погодженням з 
органом  управління  майном  договорів  про  спільну  діяльність,  за  якими 
використовується нерухоме майно, що перебуває у господарському віданні ДІУ;

-  забезпечення  організаційної,  інформаційної  і  експертно-аналітичної  діяльності 
наглядової ради ДІУ;

- вирішення інших питань на вимогу наглядової ради ДІУ або голови правління;
Засідання  правління  є  правомочним,  якщо  на  ньому  присутня  більшість  його 

членів. 
Головує на засіданнях правління ДІУ голова правління, а у разі його відсутності - 

особа, що виконує його обов'язки за наказом.
Рішення  правління  ДІУ  приймаються  шляхом  відкритого  голосування  простою 

більшістю голосів  його членів,  які  беруть участь у  засіданні.  У разі  рівної  кількості 
голосів голос головуючого на засіданні правління ДІУ є  вирішальним. 

Хід  засідання  правління  фіксується  у  протоколі  засідання  правління  ДІУ,  який 
оформлюється протягом двох робочих днів після проведення засідання. 
Предмет та мета діяльності

Мета  діяльності  Установи  -  сприяння  подальшому  розвитку  ринку 
іпотечного кредитування в Україні,  зокрема шляхом рефінансування іпотечних 
кредиторів (банків і небанківських фінансових установ, які провадять діяльність з 
надання  забезпечених  іпотекою  кредитів)  за  рахунок  коштів,  отриманих  від 
розміщення цінних паперів, та запровадження ефективних механізмів підвищення 
рівня їх ліквідності.

Предметом діяльності Установи є:
придбання, отримання у заставу, відчуження та здійснення інших операцій з 

іпотечними активами (правами вимоги за іпотечними кредитами);
надання  іпотечним кредиторам кредитів,  виконання  зобов'язань  за  якими 

забезпечене іпотечними активами;
управління іпотечними активами;
випуск цінних паперів;
надання послуг з обслуговування міжнародних кредитних ліній, кошти яких 

спрямовуються у сферу іпотечного кредитування;
розроблення  і  впровадження  методологічних  рекомендацій  та  єдиних 

стандартів,  норм  і  процедур  надання,  рефінансування  та  обслуговування 
іпотечних активів.

Відповідно до мети,  визначеної  Статутом,  Емітент провадить також інші 
види діяльності згідно із законодавством.

Емітент  здійснює  рефінансування  іпотечних  кредиторів  з  дотриманням 
фінансових та інвестиційних планів, затверджених відповідно до законодавства. 
Емітент  не  має  права  безпосередньо  здійснювати  іпотечне  кредитування 
позичальників  (іпотекодавців),  а  також  здійснювати  незабезпечене  іпотечними 
активами рефінансування іпотечних кредиторів.
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Емітент має право придбавати чи отримувати у заставу тільки ті іпотечні 
активи,  що  відповідають  вимогам  до  іпотечних  кредитів,  які  затверджуються 
відповідно до Статуту Установи.

Обов'язковою  умовою  придбання  або  отримання  у  заставу  іпотечних 
активів є зобов'язання іпотечного кредитора щодо заміни або зворотного викупу 
окремих  іпотечних  активів,  які  перестали  відповідати  вимогам  до  іпотечних 
кредитів або за якими позичальники (іпотекодавці) порушили свої зобов'язання.

Емітент  має  право  на  договірних  засадах  доручати  іншим  особам 
виконувати функції з управління та/або обслуговування придбаних або переданих 
у заставу іпотечних активів.

Загальна  кількість  іпотечних  кредиторів,  з  якими  укладені  генеральні 
договори про рефінансування та обслуговування іпотечних кредитів  налічує 
70 банків. 

Обсяг  рефінансування  (кредитно-інвестиційний  портфель)  Установи  з 
початку  2007  року  збільшився  більш  ніж  у  11  разів  та  станом  на  кінець 
листопада 2007 р. складав понад 1,1 млрд. гривень. 

Біля  80%  рефінансованих  іпотечних  кредитів  припадає  на  регіони 
України.  Це  в  основному  –  Київський  (крім  м.  Києва),  Харківський, 
Дніпропетровський, Донецький, Полтавський, та Луганський регіони.

Понад 90% операцій Установи з рефінансування іпотечних кредиторів-
банків були здійснені за іпотечними житловими кредитами, позичальниками 
за якими виступає молодь (громадяни України до 35 років).

Вартість  забезпечення  за  операціями  з  рефінансування  іпотечних 
кредиторів-банків  складає  понад  125%  кредитно-інвестиційного  портфеля 
Установи. 

Плани  розвитку  Установи  на  найближчу  перспективу  пов'язані  із 
розширенням національної  системи  іпотечного  кредитування  на  всій  території 
України,  збільшенням  числа  учасників  національної  системи  іпотечного 
житлового  кредитування  з  метою  забезпечення  рівної  доступності  іпотечних 
кредитів  для  населення  у  всіх  регіонах  держави.  Приступивши  до  викупу 
іпотечних кредитів в  рамках підписаних договорів з  первинними кредиторами, 
Емітент  має  намір  істотно  розширити  масштаби  операцій  по  рефінансуванню 
іпотечних  кредитів  у  регіональних  іпотечних  кредиторів.  Важливим 
перспективним  напрямом  діяльності  Установи  є  також  сприяння  організації 
навчанню фахівців ринку іпотечного кредитування в цілях прискорення темпів 
розвитку іпотечної інфраструктури в регіонах. 
Розмір статутного капіталу

Статутний капітал Установи становить 100 000 000 (сто мільйонів) гривень.
Чисельність штатних працівників

Чисельність штатних працівників Установи за станом на 30 вересня 2007 
року складала 50 осіб.

Реєстрація випуску облігацій та проспекту емісії облігацій, що проводиться 
Державною  комісією  з  цінних  паперів  та  фондового  ринку,  не  може 
розглядатися  як  гарантія  вартості  цих  облігацій. Відповідальність  за 
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достовірність  відомостей,  наведених  у  документах,  що  подаються  для  
реєстрації випуску облігацій, несуть особи, що підписали ці документи.

2. Дані про посадових (службових) осіб Емітента

Члени правління:

Прізвище, ім`я 
та по батькові

Посада в Установі та посада 
на основному місці роботи

Посада на попередніх місцях 
роботи за останні 5 років

Рік 
народ
ження

Освіта Кваліфікація

Вироб
ничий 
стаж 

(років)

Стаж 
роботи 

на 
посаді 

в 
Устано

ві 
(років)

Шевченко К.Є. Голова Правління
-------------------------------------

Перший заступник Голови 
Правління банку “Фінанси та 
кредит”

1972 Повна
Вища

Економіст 14 11 
місяців

Москаленко С.І. Перший заступник Голови 
Правління
--------------------------------------
Заступник начальника 
оперативного управління по 
роботі з великими 
платниками податків 
(банками) ДПА України;
Заступник начальника 
управління по боротьбі з 
корупцією в органах ДПС 
ДПА України

1958 Повна
вища

Економіст, 
менеджер 

банку

26 2,5

Конопльов В.Ф. Заступник Голови Правління
--------------------------------------
Завідувач сектора 
інспектування відділу 
банківського нагляду 
Управління Національного 
банку в Харківській області;
Директор департаменту 
планування та аналізу, 
Директор департаменту 
ризик-менеджменту банку 
“Фінанси та кредит”;
Президент страхової компанії 
“Омега”

1960 Повна
Вища

Економіст 20 0,5

Волков С.С. Заступник Голови Правління
--------------------------------------
Заступник Голови Правління 
ВАТ “Державний ощадний 
банк України;
Координатор проектів, 

1961 Повна
Вища

Економіст 21 1 
місяць
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виконавчий директор АЮО 
“Українська Національна 
Іпотечна Асоціація”;
Президент ТОВ “Фінансова 
компанія “БТА-Іпотека 
Україна” 

Наглядова рада:
(склад затверджений наказом Державного агентства України з інвестицій та інновацій від 
05 листопада 2007 р№ 123)

Прізвище, ім`я 
та по батькові

Посада в Установі та 
посада на основному місці 
роботи
Посада на попередніх 
місцях роботи за останні 5 
років

Рік 
наро
дже
ння

Освіта Кваліфікація Виробн
ичий 
стаж 
(років)

Стаж роботи 
на посаді в 
Установі 
(років)

КОПИЛОВ
Вадим 
Анатолійович

Перший заступник 
Міністра фінансів 
України, Голова 
наглядової ради 
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 

Голова спостережної ради 
ТОВ «Універсальний 
комерційний банк 
«Камбіо»;
Заступник Голови 
Державної податкової 
адміністрації України;
Заступник Міністра 
фінансів України;
Перший заступник 
Міністра палива та 
енергетики України – 
Голова Правління НАК 
«Нафтобаз України»

1958 Повна 
вища 

Гірничий 
інженер-
економіст

27 1

УМАНСЬКИЙ
Ігор
Іванович

Заступник Голови 
Державного агентства 
України з інвестицій та 
інновацій, заступник 
голови ради
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 
Заступник Голови 
Правління Державної 
іпотечної установи;
Заступник Голови 
Правління ВАТ 
“Укртранснафта”

1975 Повна 
вища

Економіст 10 1 місяць

КОЦЮБА 
Володимир 
Олександрович

Директор Департаменту 
політики розвитку ринку 
фінансових послуг 
Міністерства фінансів 

1971 Повна 
вища

Економіст,
юрист

12 2,5
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України, член ради
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _

Заступник директора 
департаменту політики 
розвитку ринку 
фінансових послуг 
Міністерства фінансів 
України;
Начальник управління 
фінансової політики та 
координації роботи з 
Національним банком 
департаменту фінансової 
політики та управління 
державним боргом 
Міністерства фінансів 
України

ЛІВИЙ
Іван
Зеновійович

Заступник директора 
департаменту фінансової 
політики – начальник 
відділу аналізу розвитку 
банківських послуг 
Міністерства економіки 
України, член ради
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _

Начальник управління 
фінансового ринку 
Міністерства економіки 
України

1971 Повна 
вища

Економіст 12 2,5

ОЛЕНЧИК
Андрій 
Ярославович

Член Державної комісії з 
регулювання ринків 
фінансових послуг 
України, член ради 
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 

Член Державної комісії з 
регулювання ринків 
фінансових послуг 
України – директор 
департаменту нагляду за 
кредитними установами;
Доцент кафедри 
Українського інституту 
розвитку фондового ринку 
при Київському 
національному 
економічному 
університеті;
Заступник директора ТОВ 
«Джі-Ес-Сі-Інформ»

1968 Повна 
вища

Економіст 16 3
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ПЕТРЕНКО
Володимир 
Оникійович

Член Державної комісії з 
цінних паперів та 
фондового ринку, член 
ради
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 

Народний депутат 
України;
Тимчасово не працював;
Член Державної комісії з 
цінних паперів та 
фондового ринку

1947 Повна
вища

Юрист 36 3

ШАПОВАЛОВ 
Анатолій 
Васильович

Перший заступник Голови 
Національного банку 
України, член ради (за 
згодою)
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _

Перший заступник Голови 
Національного банку 
України;
Голова Правління ВАТ 
«Державний ощадний 
банк України»;
Радник Голови 
Національного банку 
України Управління 
розвитку банківського 
сектору – групи 
економічних радників 
Голови Національного 
банку України;
Заступник Міністра 
фінансів України;
Перший заступник Голови 
Національного банку 
України

1952 Повна 
вища 

Економіст 38 2,5

ЮШКО
Ігор 
Олегович

Президент Української 
національної іпотечної 
асоціації;
Голова наглядової ради 
АКБ «Укрсоцбанк»,
член ради (за згодою)
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _
Радник Президента 
України;
Міністр фінансів України

1961 Повна 
вища

Інженер-
металург, 
організатор 
промисло-
вого 
виробни-
цтва

29 3

ЯЩУК
Валентина 
Віталіївна

Начальник управління 
фінансової політики 
Секретаріату Кабінету 
Міністрів України
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 
Заступник начальника 

1963 Повна 
вища

Економіст, 
магістр 
державного 
управління

27 1
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управління фінансової 
політики Секретаріату 
Кабінету Міністрів 
України

3. Відомості про середню заробітну плату членів Правління за останній
квартал та завершений фінансовий рік, що передував поданню документів

У 2006  році  середньомісячна  заробітна  плата  членів  Правління  складала 
19 444,40 гривень, у ІІІ-му кварталі 2007 року – 41 236,36 гривень.

4. Перелік ліцензій (дозволів) емітента на провадження 
певних видів діяльності

Свідоцтво  про  реєстрацію  фінансової  установи:  як  фінансову  установу 
Установу зареєстровано Розпорядженням Державної комісії з регулювання ринків 
фінансових  послуг  України  (рішення  від  29.03.2005  р.  № 3802,  реєстраційний 
номер  16101513,  серія  та  номер  ІК  № 2),  Розпорядження  Державної  комісії  з 
регулювання  ринків  фінансових  послуг  України  (рішення  від  12.09.2006  р.  № 
6206,  Ліцензія  Державної  комісії  з  регулювання  ринків  фінансових  послуг 
України від 02.10.2006 р. № 316.

Види фінансових послуг, які має право здійснювати фінансова компанія: 
1) надання фінансових кредитів за рахунок власних коштів; 
2) надання фінансових кредитів за рахунок залучених коштів. 

5. Відомості про участь емітента в холдингових компаніях, концернах, 
асоціаціях тощо

Установа  є  дійсним  членом  Української  національної  іпотечної  асоціації 
(далі – УНІА).

6. Відомості про юридичних осіб, у яких емітент володіє більше ніж 10% 
статутного капіталу,  у тому числі про дочірні підприємства, філії та 

представництва емітента
Установа не володіє частками статутного капіталу інших юридичних осіб та 

не має дочірніх підприємств, філій та представництв.

7. Опис діяльності емітента за станом на кінець звітного періоду, що 
передував кварталу, у якому подаються документи для реєстрації інформації 

про розміщення облігацій
Станом на 01.01.2007 р. загальний обсяг іпотечних кредитів, які надані 

банками фізичним особам, становив біля 27,3 млрд. грн. та за 9 місяців 2007 
року  до  46,8  млрд.  грн.,  темпи  зростання  у  порівнянні  з  початком  року 
становили 171,5%. 

Частка  іпотечних  кредитів  зростає  як  в  загальному  кредитному 
портфелі, так і в портфелі кредитування фізичних осіб. Якщо на початку року 
частка іпотечних кредитів в загальному кредитному портфелі була 11,1%, то 
за результатами 9 місяців 2007 року вона зросла до 12,7%. Частка іпотечних 
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кредитів  в  портфелі  кредитів  фізичних  осіб  становить  більше  третини  – 
36,1%.

Частка кредитів, наданих фізичним особам в гривні з початку 2007 року 
знизилася з 32% на початку року до 31,3%. При цьому саме серед іпотечних 
кредитів частка кредитів в  іноземній валюті  найвища та відповідно складає 
88,4%, в той час, як в загальному кредитному портфелі кредити в іноземній 
валюті становлять лише 55,8%, а в портфелі кредитів фізичних осіб – 68,7%. 

В структурі  по  кількості  виданих  кредитів  також можна  спостерігати, 
відсутність  суттєвих  змін  протягом  останніх  2  років.  Пріоритетним  у  2007 
році  є кредитування купівлі житла під його заставу – 56,4%. 

Середній  розмір  заборгованості  за  іпотечними  кредитами  зростав 
швидше,  ніж  зростала  вартість  житла.  Середній  розмір  заборгованості  за 
кредитами на купівлю житла на 1 липня 2007 року становив 126,1 тис. грн. 
або на 9,9% вище, ніж на початку року. Ще стрімкіше зростав середній розмір 
заборгованості  за  кредитами на  будівництво приватних будинків,  з  початку 
року він зріс на 27,2% до 253,2 тис. грн.

На  сьогодні  на  вторинному  ринку  іпотечного  кредитування  присутня 
лише  одна  така  установа,  створена  за  державною  підтримкою  -  Державна 
іпотечна  установа.  Отримані  первинним  іпотечними  кредитором  кошти  від 
здійснення  операції  з  його  рефінансування  Установою  направляються  на 
надання  нових  кредитів.  При  цьому  первинні  іпотечні  кредитори  –  банки 
продовжують  здійснювати  обслуговування  цих  іпотечних  кредитів.  Нижче 
наведена  узагальнена  схема  рефінансування  Установою  первинних 
кредиторів.

ДІУ були  здійснені  операції  з   рефінансування  іпотечних  кредиторів-
банків  із  застосуванням  наступних  інструментів  рефінансування,  а  саме 
шляхом:

- набуття  прав  вимоги  за  іпотечними  кредитами,  які  надаються 
первинними  кредиторами  у  відповідності  до  вимог  встановлених 
Установою на повний строк дії іпотечних договорів; 

- надання фінансових кредитів (кредитів рефінансування)  первинним 
кредиторам  та  отримання  у  заставу  майнових  прав  за  іпотечними 
договорами, які відповідають вимогам Установи.

Обов'язковою  умовою  здійснених  операцій  з  рефінансування  є 
зобов'язання  банку  щодо  заміни  або  зворотного  викупу  окремих  іпотечних 
кредитів, які перестали відповідати вимогам ДІУ.
 Запроваджуючи  вищезазначені  інструменти  рефінансування 
первинних кредиторів, ДІУ встановила такі загальні правила:

- сума рефінансування повинна відповідати непогашеному залишку за 
іпотечним кредитом;
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- іпотечні  житлові  кредити  придбаються  ДІУ  на  повний  строк  дії 
іпотечних договорів;

- ДІУ має повне право регресу (вимоги щодо зворотного відступлення) 
по відношенню до первинного кредитора.

8. Можливі фактори ризику в господарській діяльності емітента
         Ризик,  з  точки  зору  Установи,  визначається  як  можливість 
несприятливого  впливу  очікуваних  або  непередбачених  подій  на  доходи  й 
капітал Установи.

Карта кредитних ризиків
Категорія 
ризиків

Під категорія Вид ризику / Коментар

Ризики, 
пов’язані з 
окремою 

трансакцією 
(індивідуальний 

ризик)

Ризик дефолту

Ризик позичальника

Ризик контрагента

Портфельні 
ризики (ризики 
концентрації)

Концентрація за групами 
контрагентів

Кредити в інших банках
Кредити фізичним особам

Концентрація за видами 
забезпечення

Концентрація за сумами

Ризик країни

Політичний ризик

Економічний ризик
Ризик розрахунків

Дефолт – неможливість або небажання контрагента виконати своєчасно 
і в повному обсязі свої зобов’язання.

Кредитний ризик
        Кредитні ризики – ризики, що загрожують доходам і капіталу Установи 
внаслідок  можливого  невиконання  контрагентом  або  групою  контрагентів 
прийнятих на себе зобов’язань перед Установою.
           Установа  використовує  такі  інструменти  управління  кредитним 
ризиком:
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-  встановлення та регулярний перегляд лімітів;
-  прийняття забезпечення та регулярного моніторингу його стану;
-  формування  резервів,  достатніх  для  покриття  потенціальних  збитків  від 
активних операцій;
-   страхування кредитних ризиків, зокрема, забезпечення.

Установа  встановлює  такі  етапи  загальної  процедури  управління 
кредитним ризиком:

    Етап 1. Оцінка кредитного ризику;
    Етап 2. Затвердження лімітів;
    Етап 3. Контроль за лімітами;
    Етап 4. Оцінка адекватності кредитних моделей.
Розрахунок  лімітів  на  здійснення  операцій  з  банками  –  первинними 

кредиторами здійснюється з метою забезпечення прийнятного рівня ризиків 
при  здійсненні  операцій  рефінансування  банків  –  первинних  кредиторів 
шляхом  набуття  прав  вимоги  за  іпотечними  кредитами  та  /  або 
рефінансування банків – первинних кредиторів шляхом надання кредитів під 
заставу  майнових  прав  за  іпотечними  житловими  кредитами  у 
короткостроковому  періоді  та  максимізації  прибутку  за  операціями 
рефінансування  у  середньостроковому  та  довгостроковому  періоді  з 
урахуванням  встановлених  обмежень  та  критеріїв.  Розрахунок  та 
встановлення  лімітів  на  здійснення  операцій  з  банками  –  первинними 
кредиторами здійснюється один раз на квартал станом на звітну дату.

Кредитний  ризик  характеризується  можливістю  невиконання 
зобов'язань  позичальниками  відповідно  до  умов  укладених  угод  про 
іпотечний  кредит.  З  метою  зменшення  рівня  кредитного  ризику  Установа 
застосовує механізми забезпечення банками виконання угод позичальниками 
шляхом  прийняття  на  себе  зобов'язань  щодо  зворотного  викупу  іпотечних 
кредитів.  З  метою  зменшення  рівня  кредитного  ризику  внаслідок 
невиконання  позичальником  зобов'язань  оцінка  платоспроможності 
позичальника  здійснюється  з  урахуванням  затверджених  значень 
коефіцієнтів (ОТІ та РТІ), а також вимогам щодо забезпеченості зобов'язань 
позичальника. шляхом встановлення коефіцієнту покриття (LTV).

Ризик ліквідності
Управління  ризиком  ліквідності  здійснюватиметься  шляхом 

запровадження  ефективних  процедур  управління  активами  і  пасивами,  які 
спрямовані  на  забезпечення  підтримки  відповідного  рівня  ліквідності  у 
короткостроковому  періоді  та  максимізацію  прибутку  в  середньо-  та 
довгостроковому періоді відповідно до встановлених внутрішніх нормативів і 
обмежень,  а  також  забезпечення  ефективного  та  надійного  процесу 
управління  ліквідністю,  який  полягає  у  створенні  та  використанні  систем 
моніторингу  та  аналізу  ліквідності,  оцінки  стану  та  прогнозу  ліквідності, 
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оцінки  та  моніторингу  активів  і  зобов'язань,  встановлені  кількісних  та 
якісних цілей.

В Установі діє норматив короткострокової ліквідності. 
 Норматив короткострокової ліквідності встановлюється для контролю 

за  здатністю кредитної  установи виконувати прийняті  нею короткострокові 
зобов'язання за рахунок ліквідних активів. 

Норматив  короткострокової  ліквідності  визначається  як  відношення 
ліквідних активів (строк погашення до одного року) кредитної установи до її 
короткострокових зобов'язань із строком погашення до одного року. 

Показник  нормативу  короткострокової  ліквідності  повинен  бути  не 
менше ніж 20 відсотків.

Разом  з  тим,  зважаючи  на  загальну  економічну  ситуацію  в  країні,  а 
також  умови  ведення  бізнесу  та  його  особливості,  на  діяльність  Установи 
будуть впливати наступні види ризиків.

Ринковий ризик 
Ринковий  ризик  - ризик,  який  виникає  внаслідок  негативного  впливу 

змін  ринкових  факторів,  таких  як  процентні  ставки,  валютні  курси, 
котирування  цінних  паперів,  підвищення  рівня  конкуренції  на  ринку 
іпотечного кредитування, різкі зміни цінових умов на ринку нерухомості, на 
доходи й капітал установи або на його здатність досягати своїх завдань.

Категорії ринкових ризиків: валютний ризик; процентний ризик.
Валютний  ризик  характеризується  можливістю  значної  девальвації 

національної  валюти  та,  як  наслідок,  зниженням  фінансової  спроможності 
Установи  виконувати  прийняті  на  себе  зобов'язання,  які  номіновані  в 
іноземній валюті (у разі здійснення запозичень у іноземній валюті). 

При здійсненні  рефінансування  первинних кредиторів  валютні  ризики 
не впливають на діяльність Установи.

Ризик зміни процентної ставки - це наявний або потенційний ризик для 
надходжень  або  капіталу,  який  виникає  внаслідок  несприятливих  змін 
процентних ставок. Цей ризик справляє вплив як на прибутковість, так і  на 
економічну  вартість  активів  та  зобов'язань  Установи.  З  метою  зниження 
рівня ризику зміни вартості ресурсів, який виникає через різницю в строках 
погашення  та  переоцінки  відсоткових  ставок  Установа  оптимізуватиме 
структуру активів та зобов'язань за строками.

Ризик репутації
Ризик репутації - наявний або потенційний ризик для доходу й капіталу, 

який  виникає  внаслідок  несприятливого  сприйняття  іміджу  фінансової 
установи клієнтами, контрагентами, засновниками або органами нагляду. 

Управління ризиком репутації: 
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- керівництво Установи має чітке бачення свого майбутнього й своєї 
позиції на ринку;

- аналіз  виконання  запланованого  показника  частки  ринку,  дає 
можливість вчасно прийняти відповідні рішення;

- аналіз фінансових і гуманітарних причин падіння частки ринку; 
- дотримання Кодексу корпоративної етики;
- управління основними  ризиками;
- існує PR-служба по зв'язках із громадськістю; 
- інформаційна відкритість (публікація звітності);
- використання  PR-  методів  (інтерв'ю,  коментарі,  статті,  проведення 

опитування  клієнтів,  проведення  брифінгів  і  прес-конференцій,  і 
культурно-освітніх заходів, надання інформаційних послуг);

- використання Інтернет - ресурсів.
Операційний ризик

           Операційний ризик –  це  потенційний ризик для довгострокового 
існування  установи,  який  виникає  внаслідок  недоліків  корпоративного 
керування,  систем  внутрішнього  контролю,  неадекватністю  інформаційних 
технологій  і  процесів  обробки  інформації  з  погляду  керованості, 
універсальності, надійності й безперервності роботи.

Щоденне управління операційним ризиком здійснюється підрозділами 
банку, шляхом застосування належних механізмів внутрішнього контролю й 
розробкою належних процедур.
Управління операційним ризиком:

- існування  спеціалізованого  підрозділу,  відповідального  за 
координацію й централізацію управління операційним ризиком; 

- існування  адекватної,  ефективної,  доведеної  до  виконавців 
внутрішньої нормативної бази; 

- кількість  і  складність  обробки  операцій  у  порівнянні  з  рівнем 
розвитку й потужністю операційних і  контрольних систем, з огляду 
на  моральне  старіння  операційних  систем,  статистику  збоїв  і 
перспективи її наступного вдосконалювання; 

- наявність  інформації  про  кількість,  причини  й  характер  порушень 
процедур адміністративного й облікового контролю; 

- адекватність стратегії щодо інформаційних технологій.

9. Перспективи діяльності на поточний та наступний роки

Стратегічною  метою  діяльності  Установи  є  розвиток  ринку  іпотечного 
кредитування. 

Перспективи розвитку діяльності Установи у 2007 році та наступних роках 
пов’язані  із  започаткуванням  та  подальшим  розвитком  ринку  довгострокового 
іпотечного  кредитування,  збільшенням обсягів  кредитів,  які  будуть  надаватися 
іпотечним кредиторам, мобілізацією коштів шляхом випуску цінних паперів для 
рефінансування  іпотечних  кредиторів,  наданням  послуг  з  обслуговування 
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міжнародних  кредитних  ліній,  кошти  яких  спрямовуватимуться  у  сферу 
іпотечного кредитування.

10. Фінансова звітність Емітента
Додаток 1 – фінансова звітність за станом на 31 січня 2005 р. 
Додаток 2 – фінансова звітність за станом на 31 грудня 2005 р. 
Додаток 3 – фінансова звітність за станом на 31 грудня 2006 р.
Додаток 4 – фінансова звітність за станом на 30 вересня 2007 р.

11. Інформація про облігації

Дата і номер рішення (протоколу) про розміщення облігацій
Рішення Правління Установи від  06.12.2007 року № 159/2.
У складі Правління Установи  4 члени Правління. На засіданні  06.12.2007 

року  були присутні 4 члени Правління Установи. Відповідно до норм Положення 
про Правління Установи, засідання було правомочним. Рішення було прийнято 
одноголосно.
Найменування органу, який прийняв рішення

Правління  Установи  на  підставі  Параметрів  випуску  облігацій, 
затверджених Наглядовою радою Установи - Протокол від 27.11.2007 року № 28. 
Параметри випуску:

Облігації пропонуються до розміщення 15-ма серіями:
“K”, “L”, “M”, “N”, “O”, “P”, “Q”, “R”, “S”, “T”, “U”, “V”, “W”, “X”, “Y”.
У  зв’язку  із  випуском  облігацій  у  бездокументарній  формі,  облігації  не 

мають порядкових номерів.
Характеристика облігацій:
cерія “K” - іменні, відсоткові, з додатковим забезпеченням;
cерія “L” – іменні, відсоткові, з додатковим забезпеченням;
cерія “M” – іменні, відсоткові, з додатковим забезпеченням;
cерія “N” – іменні, відсоткові, з додатковим забезпеченням;
cерія “O” – іменні, відсоткові, з додатковим забезпеченням;
cерія “P” – іменні, відсоткові, з додатковим забезпеченням;
cерія “Q” – іменні, відсоткові, з додатковим забезпеченням;
cерія “R” – іменні, відсоткові, з додатковим забезпеченням;
cерія “S” – іменні, відсоткові, з додатковим забезпеченням;
cерія “T” – іменні, відсоткові, з додатковим забезпеченням;
cерія “U” – іменні, відсоткові, з додатковим забезпеченням;
cерія “V” – іменні, відсоткові, з додатковим забезпеченням;
cерія “W” – іменні, відсоткові, з додатковим забезпеченням;
cерія “X” – іменні, відсоткові, з додатковим забезпеченням;
cерія “Y” – іменні, відсоткові, з додатковим забезпеченням.
Кількість облігацій у випуску: 
10 000 (десять тисяч) штук відсоткових іменних облігацій, у тому числі:
серія “K” – 1000 (одна тисяча) штук;
серія “L” – 1000 (одна тисяча) штук
серія “M” –1000 (одна тисяча) штук;
серія “N” –   750 (сімсот п’ятдесят) штук;
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серія “O” –   750 (сімсот п’ятдесят) штук;
серія “P” –    750 (сімсот п’ятдесят) штук;
серія “Q” –   750 (сімсот п’ятдесят) штук;
серія “R” –    500 (п’ятсот) штук;
серія “S”  –   500 (п’ятсот) штук;
серія “T”  –   500 (п’ятсот) штук;
cерія “U” –   500 (п’ятсот) штук;
cерія “V” –   500 (п’ятсот) штук;
cерія “W” –  500 (п’ятсот) штук;
cерія “X” –   500 (п’ятсот) штук;
cерія “Y” –   500 (п’ятсот) штук.
Номінальна вартість облігацій:
серія “K” – 100 000 (сто тисяч) гривень;
серія “L” –  100 000 (сто тисяч) гривень;
серія “M” – 100 000 (сто тисяч) гривень;
серія “N” –  100 000 (сто тисяч) гривень;
серія “O” –  100 000 (сто тисяч) гривень;
серія “P” –  100 000 (сто тисяч) гривень;
серія “Q” –  100 000 (сто тисяч) гривень;
серія “R” –  100 000 (сто тисяч) гривень;
серія “S”  –  100 000 (сто тисяч) гривень;
серія “T”  –  100 000 (сто тисяч) гривень;
cерія “U” –   100 000 (сто тисяч) гривень;
cерія “V” –   100 000 (сто тисяч) гривень;
cерія “W” –  100 000 (сто тисяч) гривень;
cерія “X” –   100 000 (сто тисяч) гривень;
cерія “Y” –   100 000 (сто тисяч) гривень.
Загальна номінальна вартість випуску облігацій: 
1 000 000 000 (один мільярд) гривень, в тому числі:
серія “K” – 100 000 000 (сто мільйонів) гривень;
серія “L” –  100 000 000 (сто мільйонів) гривень;
серія “M” – 100 000 000 (сто мільйонів) гривень;
серія “N” –    75 000 000 (сімдесят п’ять мільйонів) гривень; 
серія “O” –    75 000 000 (сімдесят п’ять мільйонів) гривень;
серія “P” –     75 000 000 (сімдесят п’ять мільйонів) гривень;
серія “Q” –    75 000 000 (сімдесят п’ять мільйонів) гривень;
серія “R” –    50 000 000 (п’ятдесят мільйонів) гривень;
серія “S”  –    50 000 000 (п’ятдесят мільйонів) гривень;
серія “T”  –   50 000 000 (п’ятдесят мільйонів) гривень;
cерія “U” –   50 000 000 (п’ятдесят мільйонів) гривень;
cерія “V” –   50 000 000 (п’ятдесят мільйонів) гривень;
cерія “W” –  50 000 000 (п’ятдесят мільйонів) гривень;
cерія “X” –   50 000 000 (п’ятдесят мільйонів) гривень;
cерія “Y” –   50 000 000 (п’ятдесят мільйонів) гривень.
Форма існування облігацій:
серія “K” –  бездокументарна;
серія “L” –  бездокументарна;
серія “M” – бездокументарна;
серія “N” –  бездокументарна;
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серія “O” –  бездокументарна;
серія “P” –   бездокументарна;
серія “Q” –  бездокументарна;
серія “R” –  бездокументарна;
серія “S” –  бездокументарна;
серія “T” –  бездокументарна;
cерія “U” –  бездокументарна;
cерія “V” –  бездокументарна;
cерія “W” – бездокументарна;
cерія “X” –  бездокументарна;
cерія “Y” –  бездокументарна.

Наявність додаткового забезпечення:
Облігації  мають  додаткове  забезпечення  у  формі  Державної  гарантії  за 

зобов’язаннями  Емітента,  що  видана  Кабінетом  Міністрів  України  в  особі 
Міністра фінансів України від 30 листопада 2007 року № 28000-04/194 (далі – 
Гарант). Державна гарантія видана відповідно до статті 17 Бюджетного кодексу 
України, статті 14 Закону України ”Про  Державний бюджет України на 2007 рік” 
та п.3 постанови Кабінету Міністрів України від 4 квітня 2007 року № 607 “Про 
надання державних гарантій за зобов’язаннями Державної іпотечної установи”.

Державна гарантія видана Гарантом у забезпечення виконання Емітентом 
зобов’язань  з  виплати  власникам  Облігацій  номінальної  вартості  Облігацій 
(повернення  основної  суми  боргу)  при  їх  погашенні   Емітентом  на  дату 
закінчення двадцятого відсоткового періоду (такі  зобов’язання Емітента  далі  – 
Гарантовані зобов’язання).

Державна  гарантія  є  публічною.  У  випадку  невиконання  Емітентом 
Гарантованих зобов'язань, будь-яка особа, що є власником Облігацій, має право 
пред’явити  Гарантові  вимоги  щодо  виконання  зобов'язань  за  Державною 
гарантією за умов, у порядку й строки, зазначені в Державній гарантії.

Державна гарантія є безвідкличною.
Умови Державної гарантії не можуть бути змінені протягом усього терміну 

дії Державної гарантії.
Умови Державної  гарантії  підлягають включенню в  повному обсязі  в  цей 

Проспект.
Зобов'язання  Гаранта  за  Державною  гарантією  поширюються  тільки  на 

випадки невиконання Емітентом Гарантованих зобов'язань.  Гарант не гарантує 
виконання Емітентом будь-яких інших зобов’язань перед власниками облігацій, в 
тому числі  зобов'язань по сплаті сум відсотків, нарахованих на облігації, будь-
яких комісій, неустойки, штрафів, пені за прострочення виконання зобов'язань за 
облігаціями;  для  уникнення сумнівів,  прострочене виконання  або невиконання 
Емітентом  таких  зобов'язань  перед  власниками  облігацій  не  є  гарантійним 
випадком,  на  який  поширюється  ця  Державна  гарантія.  Крім  того,  Гарант  не 
відповідає за відшкодування судових витрат власників облігацій із стягнення з 
Емітента заборгованості та/або відшкодування збитків та/або шкоди власникам 
облігацій, що пов’язані з невиконанням або неналежним виконанням Емітентом 
будь-яких  своїх  зобов'язань  за  облігаціями,  в  тому  числі  Гарантованих 
зобов’язань.
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Облігації надають власникам усі права, що випливають із Державної гарантії 
з  урахуванням  положень,  визначених  у  цьому  Проспекті.  З  переходом  прав 
власності на облігації до набувача переходять права по Державній гарантії в тому 
ж обсязі  й  на  тих  умовах,  які  існують на  момент переходу  прав власності  на 
облігації.  Передача  прав,  що виникли з  Державної  гарантії,  без  передачі  прав 
власності на облігації є недійсною.

Виконання  Гарантом  зобов'язань  за  Державною  гарантією  здійснюється 
незалежно від обсягів видатків, передбачених на цю мету в законі про Державний 
бюджет України на відповідний рік.
Мета випуску облігацій

Емітент використовує запозичення виключно для кредитування банків  за 
умови  відступлення  ними  на  користь  Установи  прав  вимоги  за  іпотечними 
житловими  кредитами  (далі  –  кредити),  які  відповідають  затвердженим 
Установою вимогам до таких кредитів (далі – рефінансування). 

Джерелами  погашення  облігацій  і  виплати  відсоткових  доходів  по  них 
будуть виступати кошти,  отримані Емітентом в результаті  статутної  діяльності 
Установи після розрахунків з бюджетом та сплати інших обов’язкових платежів.
Зобов’язання емітента

Емітент зобов’язується не використовувати кошти, залучені від розміщення 
облігацій,  для  формування  та  поповнення  статутного  капіталу,  а  також  для 
покриття збитків Установи.
Права, що надаються власникам облігацій

Власники  облігацій  мають  права,  передбачені  чинним  законодавством, 
зокрема:

 отримати  номінальну  вартість  облігацій  при  настанні  строку  їх 
погашення;

 отримувати  відсоткові  доходи  у  вигляді  нарахованих  відсотків  на 
номінальну  вартість  облігацій,  що  йому  належать,  після  закінчення 
кожного відсоткового періоду;

 самостійно визначати Зберігача облігацій;
 права  на  здійснення  інших  операцій,  що  не  суперечать  чинному 

законодавству та умовам випуску.

12. Порядок розміщення облігацій

Адреси місць, дати початку та закінчення розміщення облігацій
Облігації розміщуються шляхом відкритого продажу на території України 

серед інвесторів – юридичних та фізичних осіб, резидентів та нерезидентів.
Розміщення облігацій  Емітент  здійснює самостійно (без участі торговця 

цінними паперами - андеррайтера) за адресою: 
Україна, 04119, м. Київ, вул. Шолуденка, 1-б, тел.: (38 044) 483-4471, 483-

4418, факс: (38 044) 483-4480.

20USAID ATCI Project, implemented by The Pragma Corporation – Seventeenth Quarterly Report
Attachment 2: State Mortgage Institution Bond Prospectus



Дата початку розміщення облігацій серій “K”, “L”, “M”, “N”, “O”, “P”, “Q”, 
“R”, “S”, “T”, “U”, “V”, “W”, “X”, “Y”: 24 грудня 2007 р.

Дата закінчення розміщення облігацій серій “K”, “L”, “M”, “N”, “O”, “P”, 
“Q”, “R”, “S”, “T”, “U”, “V”, “W”, “X”, “Y”: 23 грудня 2008 р.
Можливість дострокового закінчення розміщення

Можливе дострокове закінчення розміщення облігацій серій“K”, “L”, “M”, 
“N”, “O”, “P”, “Q”, “R”, “S”, “T”, “U”, “V”, “W”, “X”, “Y” у разі, якщо усі облігації 
відповідної серії були розміщенні до 23 грудня 2008 року та повністю оплачені.

Рішення про дострокове закінчення розміщення облігацій серій “K”, “L”, 
“M”,  “N”,  “O”,  “P”,  “Q”,  “R”,  “S”,  “T”,  “U”,  “V”,  “W”,  “X”,  “Y”  приймається 
Правлінням Установи. 
Порядок оплати облігацій:
Запланована ціна продажу облігацій під час розміщення 

Запланований  курс  у  1-й день  продажу  складає  100%  від  номінальної 
вартості облігацій. 

Ціна продажу облігацій при їх розміщенні в подальшому встановлюється в 
процесі переговорів між Емітентом та Інвестором, виходячи з кон’юнктури ринку 
на дату розміщення, але не може бути менше номінальної вартості. 

Емітент може здійснювати розміщення облігацій на біржах, у позабіржових 
торговельно-інформаційних системах та на позабіржовому ринку.

Випуск  вважається  таким,  що відбувся,  за  умови  продажу  хоча  б  однієї 
облігації.
Валюта у якій здійснюється оплата облігацій: 

Оплата облігацій здійснюється у національній валюті України – гривні.
Найменування  і  реквізити банківської  установи  та  номер  поточного 

рахунку, на який вноситиметься оплата за облігації
Докладний опис порядку оплати облігацій із зазначенням найменування 

банківської установи та номера поточного рахунку, на який вноситиметься  
оплата за облігації

При розміщенні облігацій їх оплата здійснюється  покупцями (інвесторами) 
на рахунок Установи :

№  26506301869  в  ВАТ  “Державний  ощадний  банк  України”  (код  банку 
300465),  код  ЄДРПОУ  33304730 відповідно  до  договору  купівлі–продажу 
облігацій,  укладеного  між  Емітентом  та  Інвестором,  за  рахунок  коштів,  що 
знаходяться у їх розпорядженні після сплати податків та обов’язкових платежів.

Для купівлі облігацій, інвестори повинні відкрити рахунки у цінних паперах 
у обраного ними Зберігача, ліцензованого Державною комісією з цінних паперів 
та фондового ринку. 

Повна оплата здійснюється у порядку та на умовах, визначених договором 
купівлі-продажу облігацій, який укладається між Емітентом та Інвестором, але не 
може бути пізніше дати закінчення розміщення облігацій.

У випадку, якщо у встановлений строк після підписання договору купівлі-
продажу  облігацій,  кошти  від  покупця   на  поточний  рахунок  Установи  не 
надійдуть, Емітент має право реалізувати ці облігації іншому інвестору у строк не 
пізніше дати закінчення розміщення облігацій.
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Емітент  переказує  облігації  на  рахунок  Інвестора  у  Зберігача  згідно  з 
умовами договору купівлі-продажу облігацій, який укладається між Емітентом та 
Інвестором. Право власності на облігації, придбані у ході первинного продажу, 
виникає  з  моменту  їх  зарахування  на  рахунок  у  цінних  паперах  власника  у 
Зберігача та підтверджується випискою з цього рахунку.
Умови та дата закінчення обігу облігацій

Облігації серій “K”, “L”, “M”, “N”, “O”, “P”, “Q”, “R”, “S”, “T”, “U”, “V”, 
“W”, “X”, “Y”  обертаються вільно на території України протягом всього терміну 
їх обігу. Власниками облігацій можуть бути фізичні та юридичні особи, резиденти 
та нерезиденти України.

Обіг облігацій починається після реєстрації  Державною комісією з  цінних 
паперів  та  фондового  ринку  звіту  про  результати  розміщення  облігацій  та 
отримання свідоцтва про реєстрацію випуску облігацій. 

Результати  розміщення  облігацій  та  звіт  про  результати  розміщення 
облігацій затверджується Правлінням Установи.

Обіг облігацій здійснюється по рахунках у цінних паперах,  що відкриті  у 
зберігачів та у депозитарії ВАТ "Національний депозитарій України".

13. Порядок виплати відсоткового доходу за облігаціями

Адреси місць, дати початку і закінчення виплати доходу за облігаціями
Виплати  відсоткового  доходу  здійснюються  Емітентом  самостійно  в 

національній  валюті  України  згідно  умов  цього  Проспекту  та  відповідно  до 
зведеного  облікового  реєстру  власників  облігацій,  який  складається  на  кінець 
операційного  дня,  що  передує  дню виплати  відсоткового  доходу  та  надається 
депозитарієм  ВАТ  "Національний  депозитарій  України"  на  дату  виплати 
відсоткового доходу за адресою: 

Україна, 04119, м. Київ, вул. Шолуденка, 1-б, тел.: (38 044) 483-4471, 483-
4418, факс: (38 044) 483-4480.

Виплати  відсоткового  доходу  власникам  –  юридичним  особам 
здійснюються  на  їх  поточні  рахунки,  фізичним  особам  готівкою  через  касу 
Установи. Дохід  за  облігаціями  нараховується  у  відсотках  від  номінальної 
вартості облігацій відповідно до відсоткових періодів та встановленої на такий 
період відсоткової ставки.

Для облігацій серій “K”, “L”, “M”, “N”, “O”, “P”, “Q”, “R”, “S”, “T”, “U”, 
“V”,  “W”,  “X”,  “Y”  з  першого  по  двадцятий  відсотковий  періоди  Емітент 
встановлює такі параметри: 

Порядковий 
номер 

відсоткового 
періоду

Дата 
початку 

відсоткового 
періоду

Дата 
закінчення 

відсоткового 
періоду

Кількість 
днів у 

відсотковому 
періоді

Дата 
виплати 
відсотків

1 24.12.2007 23.03.2008 91 24.03.2008
2 24.03.2008 22.06.2008 91 23.06.2008
3 23.06.2008 21.09.2008 91 22.09.2008
4 22.09.2008 21.12.2008 91 22.12.2008
5 22.12.2008 22.03.2009 91 23.03.2009
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6 23.03.2009 21.06.2009 91 22.06.2009
7 22.06.2009 20.09.2009 91 21.09.2009
8 21.09.2009 20.12.2009 91 21.12.2009
9 21.12.2009 21.03.2010 91 22.03.2010
10 22.03.2010 20.06.2010 91 21.06.2010
11 21.06.2010 19.09.2010 91 20.09.2010
12 20.09.2010 19.12.2010 91 20.12.2010
13 20.12.2010 20.03.2011 91 21.03.2011
14 21.03.2011 19.06.2011 91 20.06.2011
15 20.06.2011 18.09.2011 91 19.09.2011
16 19.09.2011 18.12.2011 91 19.12.2011
17 19.12.2011 18.03.2012 91 19.03.2012
18 19.03.2012 17.06.2012 91 18.06.2012
19 18.06.2012 16.09.2012 91 17.09.2012

Останній відсотковий період для облігацій“K”, “L”, “M”, “N”, “O”, “P”, “Q”, 
“R”, “S”, “T”, “U” встановлено:

серія “K ”:
20 17.09.2012 06.12.2012 81 07.12.2012

серія “L ”:
20 17.09.2012 07.12.2012 82 08.12.2012

серія “M”:
20 17.09.2012 08.12.2012 83 09.12.2012

серія “N”:
20 17.09.2012 09.12.2012 84 10.12.2012

серія “O”:
20 17.09.2012 10.12.2012 85 11.12.2012

серія “P”:
20 17.09.2012 11.12.2012 86 12.12.2012

серія “Q”:
20 17.09.2012 12.12.2012 87 13.12.2012

серія “R”:
20 17.09.2012 13.12.2012 88 14.12.2012

серія “S”:
20 17.09.2012 14.12.2012 89 15.12.2012

серія “T”:
20 17.09.2012 15.12.2012 90 16.12.2012

серія “U ”:
20 17.09.2012 16.12.2012 91 17.12.2012

Для облігацій серій “V”, “W”, “X”, “Y” з двадцятого по двадцять сьомий 
відсотковий періоди Емітент встановлює такі параметри: 

Порядковий 
номер 

відсоткового 
періоду

Дата 
початку 

відсоткового 
періоду

Дата 
закінчення 

відсоткового 
періоду

Кількість 
днів у 

відсотковому 
періоді

Дата 
виплати 
відсотків

20 17.09.2012 16.12.2012 91 17.12.2012
21 17.12.2012 17.03.2013 91 18.03.2013
22 18.03.2013 16.06.2013 91 17.06.2013
23 17.06.2013 15.09.2013 91 16.09.2013
24 16.09.2013 15.12.2013 91 16.12.2013
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25 16.12.2013 16.03.2014 91 17.03.2014
26 17.03.2014 15.06.2014 91 16.06.2014
27 16.06.2014 14.09.2014 91 15.09.2014

Останній відсотковий період для облігацій серій “V”, “W”, “X”, “Y” встановлено:
серія “ V”:

28 15.09.2014 11.12.2014 88 12.12.2014
серія “W”:

28 15.09.2014 12.12.2014 89 13.12.2014
серія “X”:

28 15.09.2014 13.12.2014 90 14.12.2014
серія “Y”:

28 15.09.2014 14.12.2014 91 15.12.2014

Виплата  відсоткового  доходу  за  облігаціями  здійснюється  власникам 
облігацій з урахуванням чинного законодавства України. Якщо дата виплати у 
відсотковому  періоді  припадає  на  вихідний,  святковий  або  неробочий  дні  за 
законодавством  України,  виплата  відсоткового  доходу  здійснюється  у  перший 
робочий день після такого вихідного, святкового або неробочого дня.

Відсотки виплачуються з періодичністю один раз на три місяці. 
Виплата доходу за останнім відсотковим періодом здійснюється одночасно 

з погашенням облігацій.

Заплановані  відсотки,  метод  обчислення,  порядок  виплати  доходів,  
здійснення операцій і депонування.

Процентна ставка для облігацій ДІУ серій “K”, “L”, “M”, “N”, “O”, “P”, “Q”, 
“R”, “S”, “T”,  “U”, “V”, “W”, “X”, “Y” на перші двадцять процентних періоди 
встановлюється на рівні  9,4% річних, на двадцять перший – двадцять восьмий 
процентні періоди процентна ставка для облігацій ДІУ серій “V”, “W”, “X”, “Y” 
встановлюється  Правлінням  ДІУ  за  місяць  до  настання  двадцять  першого 
процентного періоду, виходячи з кон’юктури  ринку, і не може бути меншою 5% 
річних.  Емітент  не  пізніше  ніж  за  25  календарних  днів  до  настання  двадцять 
першого  процентного  періоду  публікує  оголошення  про  встановлену  нову 
процентну ставку в офіційному друкованому виданні Державної комісії з цінних 
паперів  та  фондового  ринку  України,  у  якому  опубліковано  Проспект  емісії 
облігацій.  У  разі  припинення  діяльності  цього  видання,  Емітент  публікує 
оголошення про встановлену процентну ставку в одному з офіційних друкованих 
видань Державної комісії з цінних паперів та фондового ринку України.

При  цьому  інвестори,  яких  не  влаштовує  встановлений  новий  рівень 
процентної ставки, мають право пред’явити свої облігації для викупу Емітенту.

Викуп облігацій ДІУ серій “V”, “W”, “X”, “Y” здійснюється у перший день 
двадцять першого процентного періоду за їх номінальною вартістю.

Остання  виплата  процентів  по  облігаціях  кожної  серії  здійснюється 
одночасно з погашенням відповідної серії облігацій.

Виплати по облігаціях:
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Відсотки по облігаціях нараховуються відповідно до відсоткових періодів, 
визначених в цьому Проспекті. 

Сума  відсотків,  що  підлягає  виплаті  власнику  облігації  за  черговим 
відсотковим періодом, розраховується за формулою:

Kj = (N x Cj x Tj ) /(T x 100)
де
j    - порядковий номер відсоткового періоду;
Kj – сума відсотків за кожною облігацією в j – му відсотковому періоді;
N – номінальна вартість облігацій;
Cj – відсоткова ставка j-го відсоткового періоду;
Tj – кількість днів у j-му відсотковому періоді; 
T – кількість днів у році (365 днів).

Сума відсотків визначається на одну облігацію з точністю до 1 копійки за 
правилами математичного округлення. 

На  дату  виплати  відсоткового  доходу  за  облігаціями  Емітент  отримує  в 
депозитарії ВАТ "Національний депозитарій України" зведений обліковий реєстр 
власників облігацій, складений на кінець робочого дня, що передує даті виплати 
відсотків.  На  підставі  зведеного  облікового  реєстру  Емітент  розраховує  суми 
виплати  відсоткового  доходу  та  виплачує  власникам  облігацій  належний  їм 
відсотковий доход згідно з вимогами чинного законодавства та умовами випуску.

У разі  відсутності  у  зведеному обліковому реєстрі  облігацій даних щодо 
реквізитів поточного рахунка власника облігацій, або реквізити є помилковими, 
належна  до  виплати  сума  депонується  на  рахунку  №  26506301869  в  ВАТ 
“Державний ощадний банк України” (код банку 300465), код ЄДРПОУ 33304730, 
до особистого письмового звернення власника. Відсотки на депоновані кошти не 
нараховуються. 
Валюта у якій здійснюється виплата відсоткового доходу: 

Виплата відсоткового доходу облігацій здійснюється у національній валюті 
України – гривні,  юридичним особам на їх  поточні  рахунки,  фізичним особам 
готівкою через касу Установи.

14. Порядок погашення облігацій

Адреси місць, дати початку і закінчення погашення облігацій
Погашення облігацій  здійснюється  Установою самостійно у  національній 

валюті  України  згідно  з  умовами  цього  Проспекту  на  підставі  зведеного 
облікового  реєстру,  який  складається  депозитарієм  ВАТ  "Національний 
депозитарій  України"  на  кінець операційного дня,  що передує  дню погашення 
облігацій та надається депозитарієм ВАТ "Національний депозитарій України" на 
дату погашення облігацій, за адресою: Україна, 04119, м. Київ, вул. Шолуденка, 1-
б, тел.: (38 044) 483-4471,  483-4418, факс: (38 044) 483-4480.

Погашення облігацій здійснюється протягом одного банківського дня: 
серія “K” –  07 грудня 2012 року;
серія “L” –   08 грудня 2012 року;
серія “M” –  09 грудня 2012 року;
серія “N” –   10 грудня 2012 року;
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серія “O” –   11 грудня 2012 року;
серія “P” –    12 грудня 2012 року;
серія “Q” –   13 грудня 2012 року;
серія “R” –   14 грудня 2012 року;
серія “S”  –  15 грудня 2012 року;
серія “T”  –  16 грудня 2012 року;
cерія “U” –   17 грудня 2012 року;
cерія “V” –   12 грудня 2014 року;
cерія “W” –  13 грудня 2014 року;
cерія “X” –   14 грудня 2014 року;
cерія “Y” –   15 грудня 2014 року.

Порядок виплати номінальної вартості облігацій
При  погашенні  облігацій  її  власникам  сплачується  номінальна  вартість 

облігацій разом з сумою відсоткових виплат за останній відсотковий період (сума 
погашення). 

Погашення  облігацій  здійснюється  власникам  облігацій  з  урахуванням 
діючого  законодавства  України.  Якщо  дата  погашення  припадає  на  вихідний, 
святковий  або  неробочий  день  за  законодавством  України,  погашення 
здійснюється  у  перший  робочий  день  після  такого  вихідного,  святкового  або 
неробочого дня.

Для пред’явлення облігацій до погашення власники облігацій переводять 
належні їм облігації з особистих рахунків у цінних паперах на рахунок Емітента в 
депозитарії  ВАТ "Національний депозитарій України" з 9 години до 13 години 
дня, що передує дню погашення облігацій.

Емітент виплачує власникам облігацій, які своєчасно подали облігації для 
погашення, суму погашення юридичним особам на їх поточні рахунки, фізичним 
особам через касу Установи згідно з вимогами діючого законодавства. 

У разі  відсутності  в  зведеному обліковому реєстрі  облігацій даних щодо 
реквізитів поточного рахунку власника облігацій, або реквізити є помилковими, 
належна  до  виплати  сума  депонується  на   рахунку  №  26506301869  ВАТ 
“Державний ощадний банк України” (код банку 300465), код ЄДРПОУ 33304730, 
до особистого письмового звернення власника. Відсотки на депоновані кошти не 
нараховуються. 
Порядок дострокового погашення облігацій серій “V”, “W”, “X”, “Y”

Інвестори,  яких  не  влаштовує  встановлений  новий  рівень  процентної 
ставки,  мають  право  пред’явити  свої  облігації  для  викупу  Емітенту,  який 
зобов’язується здійснити достроковий викуп облігацій серій “V”, “W”, “X”, “Y” 
на вимогу їх власників після закінчення двадцятого відсоткового періоду.

Достроковий викуп облігацій відповідної серії  на вимогу власників після 
закінчення  двадцятого  відсоткового  періоду,  здійснюється  Емітентом  за 
номінальною вартістю облігацій – 100000,00 (Сто тисяч) гривень. 

Датою  дострокового  викупу  для  облігацій  серій  “V”,  “W”,  “X”,  “Y”  є 
перший день двадцять першого відсоткового періоду відповідно, а саме:

17.12.2012 року.
Якщо дата дострокового викупу припадає на неробочий день, достроковий 

викуп здійснюється у перший робочий день за відповідною датою.
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Емітент  не  пізніше  ніж  за  20  календарних  днів  до  відповідної  дати 
дострокового  викупу публікує  оголошення про достроковий викуп  облігацій  в 
офіційному  друкованому  виданні  Державної  комісії  з  цінних  паперів  та 
фондового ринку України, у якому опубліковано Проспект емісії облігацій. У разі 
припинення  діяльності  цього  видання,  Емітент  публікує  оголошення  про 
достроковий викуп облігацій в одному з офіційних друкованих видань Державної 
комісії з цінних паперів та фондового ринку України.

Для використання права дострокового викупу власник облігацій надає на 
адресу Емітента відповідну заяву із зазначенням кількості облігацій, яку він має 
наміри  пред’явити  для  викупу.  Заява  повинна  містити  згоду  з  умовами 
дострокового  викупу облігацій,  реквізити ідентифікації  власника облігацій  для 
складання договору. 

Подання заяв здійснюється за місцезнаходженням Емітента. 
Дата початку подання заяв за 15 календарних днів до дати дострокового 

викупу облігацій.
Дата закінчення подання заяв за 5 календарних днів до дати дострокового 

викупу облігацій.
Для подання заяв про достроковий викуп облігацій власниками облігацій 

можуть використовуватись такі засоби доставки:
- подання заяви Емітенту безпосередньо власником або представником 

власника облігацій;
- поштової (рекомендованим листом) або кур'єрської доставки;
- телеграфного та факсимільного засобів зв'язку.
Датою подання заяви з використанням поштової (рекомендованим листом) 

або  кур'єрської  доставки,  телеграфного  та  факсимільного  засобів  зв'язку 
вважається  дата  отримання  заяви   Емітентом.  Заяви,  подані  в  інші  строки, 
Емітентом не розглядаються. 

При  використанні  власником  телеграфного  та  факсимільного  засобів 
зв’язку власники мають подати оригінали заяв та додатки до заяв, оформлені у 
порядку,  визначеному  Проспектом  емісії,  до  дня  укладання  договору   щодо 
викупу облігацій. 

Достроковий викуп облігацій здійснюється на підставі  договорів купівлі-
продажу  облігацій,  які  укладаються  між  Емітентом  та  власником  облігацій-
заявником. Договори укладаються до дня напередодні дати дострокового викупу 
облігацій. 

Власник  облігацій  на  підставі  договору  переказує  облігації  на  рахунок 
Емітента в депозитарії ВАТ "Національний депозитарій України" з 9-00 до 12-00 
години встановленої дати дострокового викупу облігацій. Власникам облігацій, 
які здійснили переказ облігацій своєчасно, Емітент перераховує грошові кошти не 
пізніше встановленої дати дострокового викупу.

У разі,  якщо власник облігацій не здійснив переказ облігацій на рахунок 
Емітента до зазначеного часу, договір купівлі-продажу облігацій, укладений між 
Емітентом  та  власником  облігацій,  може  бути  припинений  Емітентом  в 
односторонньому порядку.
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Виплата  грошових  коштів  за  облігації,  що  викуповуються  достроково, 
власникам  облігацій,  які  здійснили  переказ  облігацій  на  рахунок  Емітента  в 
депозитарії  ВАТ  "Національний  депозитарій  України" до  зазначеного  часу, 
здійснюється на підставі зведеного облікового реєстру, складеного депозитарієм 
ВАТ  "Національний  депозитарій  України" станом  на  кінець  робочого  дня 
напередодні  дати  дострокового  викупу,  встановленої  для  відповідної  серії 
облігацій. 

У разі відсутності у зведеному обліковому реєстрі реквізитів рахунків для 
перерахування грошових коштів або, якщо ці реквізити зазначені невірно, грошові 
кошти  депонуються  на  рахунку  Емітента  №  26506301869  у  банку  ВАТ 
“Державний ощадний банк України” (код банку 300465), код ЄДРПОУ 33304730, 
і  виплачуються  при  зверненні  власника  до  Емітента  з  відповідною  заявою. 
Відсотки на депоновані кошти не нараховуються і не виплачуються.

Виплати номінальної вартості здійснюються у національній валюті України 
шляхом  перерахування  грошових  коштів  на  рахунки  власників  (зберігачів), 
зазначені у зведеному обліковому реєстрі, та/або готівкою через касу банку – для 
фізичних осіб.

Виплата  коштів  за  достроково  викуплені  облігації  юридичним  особам-
нерезидентам  здійснюється  Емітентом  за  вирахуванням  податку  на  прибуток, 
відповідно чинного законодавства України.  Для визначення суми прибутку від 
здійснення  операцій  з  облігаціями,  юридична  особа-нерезидент  одночасно  із 
заявою про достроковий викуп облігацій надає Емітенту нотаріально засвідчені 
документи,  на  підставі  яких  облігації  надійшли  у  власність  нерезидента. 
Прибуток  від  здійснення  операцій  з  облігаціями  визначається  Емітентом 
відповідно норм Закону України «Про оподаткування прибутку підприємств». 

Дострокове  погашення  облігацій  відповідної  серії  може  бути  здійснене 
Емітентом у  разі  дострокового  викупу  100% облігацій  цієї  серії.  Рішення  про 
дострокове  погашення  облігацій  приймається  Правлінням Державної  іпотечної 
установи. 
Дії, які провадяться у разі несвоєчасного подання облігацій для погашення

У  випадку,  якщо  власник  облігацій  не  перерахував  на  дату  погашення 
належні йому облігації зі свого рахунку у цінних паперах на рахунок Емітента в 
депозитарії  ВАТ  "Національний  депозитарій  України"  або  якщо  наданий 
депозитарієм зведений обліковий реєстр не містить даних про реквізити, за якими 
повинна бути проведена виплата номінальної вартості цінних паперів, належна до 
виплати  сума  депонується  протягом  строку  позовної  давності  до  особистого 
звернення власників на рахунку № 26506301869 ВАТ “Державний ощадний банк 
України” (код банку 300465),  код ЄДРПОУ 33304730.  Відсотки на  депоновані 
кошти не нараховуються.

За облігаціями, які подані для погашення несвоєчасно, розрахунки здійснюються 
Установою за письмовим зверненням власників облігацій. 

15. Результати попередніх випусків цінних паперів Емітента
Емітентом було здійснено випуск іменних  процентних облігацій  з  додатковим 

забезпеченням  у  формі  державної  гарантії  за  зобов’язаннями  Емітента,  що  видана 
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Кабінетом Міністрів України в особі Міністра фінансів України від 19 грудня 2007 року, 
на загальну номінальну вартість 1 млрд. гривень, в тому числі:

серія “A” – 30 000 000 (тридцять мільйонів) гривень, Свідоцтво про реєстрацію 
ДКЦПФР  (реєстраційний  №  786/2/06,  дата  реєстрації  19.12.2006  р.,  дата  видачі 
05.06.2007 р.);

серія “B” – 45 000 000 (сорок п’ять мільйонів) гривень, Свідоцтво про реєстрацію 
ДКЦПФР  (реєстраційний  №  787/2/06,  дата  реєстрації  19.12.2006  р.,  дата  видачі 
05.06.2007 р.);

серія “C” – 50 000 000 (п’ятдесят мільйонів) гривень, Свідоцтво про реєстрацію 
ДКЦПФР  (реєстраційний  №  788/2/06,  дата  реєстрації  19.12.2006  р.,  дата  видачі 
05.06.2007 р.);

серія  “D”  –  65 000 000  (шістдесят  п’ять  мільйонів)  гривень,  Свідоцтво  про 
реєстрацію ДКЦПФР  (реєстраційний  №  789/2/06,  дата  реєстрації  19.12.2006  р.,  дата 
видачі 05.06.2007 р.);

серія  “E”  –  85 000 000  (вісімдесят  п’ять  мільйонів)  гривень,  Свідоцтво  про 
реєстрацію ДКЦПФР  (реєстраційний  №  790/2/06,  дата  реєстрації  19.12.2006  р.,  дата 
видачі 05.06.2007 р.);

серія  “F”–  95 000 000  (дев’яносто  п’ять  мільйонів)  гривень,  Свідоцтво  про 
реєстрацію ДКЦПФР  (реєстраційний  №  791/2/06,  дата  реєстрації  19.12.2006  р.,  дата 
видачі 23.10.2007 р.);

серія  “G”  –  100 000 000  (сто  мільйонів)  гривень,  Свідоцтво  про  реєстрацію 
ДКЦПФР  (реєстраційний  №  792/2/06,  дата  реєстрації  19.12.2006  р.,  дата  видачі 
25.09.2007 р.);

серія  “H”  –  150 000 000  (сто  п’ятдесят  мільйонів)  гривень,  Свідоцтво  про 
реєстрацію ДКЦПФР  (реєстраційний  №  793/2/06,  дата  реєстрації  19.12.2006  р.,  дата 
видачі 23.10.2007 р.);

 серія  “I”  –  180 000 000  (сто  вісімдесят  мільйонів)  гривень,  Свідоцтво  про 
реєстрацію ДКЦПФР  (реєстраційний  №  794/2/06,  дата  реєстрації  19.12.2006  р.,  дата 
видачі 25.09.2007 р.);

серія  “J”  –  200 000 000  (двісті  мільйонів)  гривень,  Свідоцтво  про  реєстрацію 
ДКЦПФР  (реєстраційний  №  795/2/06,  дата  реєстрації  19.12.2006  р.,  дата  видачі 
23.10.2007 р.).

Строк обігу облігацій:
серія “A” – з 05 червня 2007 року до 13 грудня 2011 року; 
серія “B” – з 05 червня 2007 року до 14 грудня 2011 року;
серія “C” – з 05 червня 2007 року до 15 грудня 2011 року;
серія “D” – з 05 червня 2007 року до 16 грудня 2011 року;
серія “E” – з 05 червня 2007 року до 17 грудня 2011 року;
серія “F” –  з 23 жовтня 2007 року до 18 грудня 2011 року;
серія “G” –  з 25 вересня 2007 року до 19 грудня 2011 року;
серія “H” –   з 23 жовтня 2007 року до 20 грудня 2011 року;
серія “I”  –  з 25 вересня 2007 року до 21 грудня 2011 року;
серія “J”  –  з 23 жовтня 2007 року до 22 грудня 2011 року.
На  момент  подання  документів  для  реєстрації  випуску  облігацій,  облігації 

серій“А”, “В”, “С”, “D”, “E”, “F”, “G”, H”, “I”, “J” Установи знаходяться в обігу.
Погашення облігацій здійснюється протягом одного банківського дня: 
серія “А” – 14 грудня 2011 року;
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серія “В” – 15 грудня 2011 року;
серія “С” – 16 грудня 2011 року;
серія “D” – 17 грудня 2011 року;
серія “E” –  18 грудня 2011 року;
серія “F” –  19 грудня 2011 року;
серія “G” – 20 грудня 2011 року;
серія “H” – 21 грудня 2011 року;
серія “I”  – 22 грудня 2011 року;
серія “J”  – 23 грудня 2011 року. 

16. Частки у статутному капіталі Емітента, що перебуває у власності 
членів виконавчих органів Емітента

Члени виконавчого органу частки у статутному капіталі не мають.
17. Перелік осіб, що мають у статутному капіталі емітента частку, що 

перевищує 10%
Держава в особі Кабінету Міністрів України є єдиним власником Установи.

18. Відомості про депозитарій Емітента
Повна  офіційна  назва  депозитарію:  Відкрите  акціонерне  товариство 

“Національний депозитарій України”.
Місцезнаходження товариства: 01001, м. Київ, вул. Б.Грінченка, 3.
Код ЄДРПОУ 30370711.
Дозвіл на депозитарну діяльність депозитарію цінних паперів № 823, який 

виданий ДКЦПФР 19.09.2006 року, р/р 260040131323 в ЗАТ «Банк НРБ», МФО 
320627, тел./факс: (38 044) 279-1078, 279-1338, 279-1332.

19. Дані про відповідальних осіб за інформацію про розміщення цінних 
паперів

За  інформацію  про  розміщення  цінних  паперів  несуть  відповідальність 
наступні особи:

Голова Правління Установи – Шевченко Кирило Євгенович;
Головний бухгалтер Установи – Лисенко Тетяна Анатоліївна.
Організація відповідальна за проведення аудиту Емітента:
Аудиторська  фірма  ТОВ  АФ  ”Ділер-Аудит”  (Договір  про  надання 

аудиторських послуг від 15 лютого 2005 року №201-А). Код ЄДРПОУ 21601761, 
юридична адреса: 01001, м.Київ, вул.Малопідвальна, 10 тел.: (38 044)  228-5805, 
228-7260, факс: (38 044) 462-0145. Свідоцтво про внесення в Реєстр аудиторських 
фірм та аудиторів, які одноособово надають аудиторські послуги  № 0423 , видане 
згідно з рішенням Аудиторської палати України від 26 січня 2001 року, дійсне до 
26 січня 2011 року. Директор ТОВ АФ ”Ділер-Аудит” Іващенко В.П., сертифікат 
аудитора серії  А № 2480,  виданий Аудиторською палатою України 29.06.1995 
року,   свідоцтво  ДКЦПФР  про  внесення  до  реєстру  аудиторів,  які  можуть 
проводити перевірки фінансових установ, що надають послуги на ринку цінних 
паперів серії АА № 00742 від 02.03.2005 року. 

Аудиторська  фірма  ТОВ  “АФ  ”Київська  аудиторська  група”  (договір 
№ 16/1/06-А від 27 лютого 2006 року). Код ЄДРПОУ 20067093, юридична адреса: 
01135,  м.Київ,  вул.Золотоустівська,  2/4,  тел.:  (38 044)  493-9849,  факс:  (38 044) 
451-4280. Свідоцтво про внесення в Реєстр аудиторських фірм та аудиторів, які 
одноособово  надають  аудиторські  послуги  №  1560  видане  згідно  з  рішенням 
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Аудиторської палати України від 26 січня 2001 року № 98 та термін дії  якого 
продовжено рішенням Аудиторської  палати  України  від  02  березня  2006  року 
№  160/3.  Генеральний  директор  аудиторської  фірми  ТОВ  “АФ”  Київська 
аудиторська група” Ігумнова Ірина Олександрівна, сертифікат аудитора серії А № 
004881, виданий згідно з рішенням Аудиторської палати України від 30 листопада 
2001 року № 104 та термін дії якого продовжено рішенням Аудиторської палати 
України від 10 листопада 2005 року № 154/2. 

Аудиторська фірма ЗАТ АФ ”Де Візу” (Генеральний договір про надання 
аудиторських послуг від 17 серпня 2006 року). Код ЄДРПОУ 22917414, юридична 
адреса: 01001, м.Київ, вул.Малопідвальна, 10, оф.4, тел.: (38 044)  270-6880, 270-
5444,  факс:  (38 044) 270-5145.  Свідоцтво  про  внесення  в  Реєстр  аудиторських 
фірм та аудиторів, які одноособово надають аудиторські послуги № 1373, видане 
згідно з рішенням Аудиторської палати України від 26 січня 2001 року, дійсне до 
26  січня  2011  року.  Голова  Правління  ЗАТ  АФ  ”Де  Візу”  Бойко  Олександр 
Васильович,  сертифікат  аудитора  серії  А  №  1148,  виданий  Аудиторською 
палатою України 28.04.1994 року, сертифікат аудитора серії Б  № 000167, виданий 
Аудиторською палатою України 26.03.1999 року;  Заступник Голови Правління 
ЗАТ АФ ”Де Візу” Іващенеко Віктор Петрович, сертифікат аудитора серії А № 
002480,  виданий  Аудиторською  палатою  України  29.06.1995  року;   свідоцтво 
ДКЦПФР про внесення до реєстру аудиторів,  які  можуть проводити перевірки 
фінансових установ,  що надають послуги на ринку цінних паперів серії  АБ № 
000169 від 27.02.2007 року.

20. Дані щодо бірж або позабіржових торговельно-інформаційних систем, на 
яких продавались або продаються цінні папери цього Емітента

За станом на 01.10.2007 р. цінні папери Установи не продавалися на біржах 
та позабіржових торговельно-інформаційних системах.

21. Інформація про організаторів торгівлі, з якими укладено договір на 
проведення розміщення облігацій

Договори на проведення розміщення облігацій з організаторами торгівлі не 
укладалися.

Я,  Голова  Правління  Державної  іпотечної  установи,  Шевченко  Кирило 
Євгенович, підтверджую достовірність наведених в цій інформації відомостей.

Голова Правління                                                            _______________________
                                  Шевченко К.Є.

Я,  Головний  бухгалтер  Державної  іпотечної  установи,  Лисенко  Тетяна 
Анатоліївна, підтверджую достовірність наведених в цій інформації відомостей.

Головний бухгалтер                                                          _______________________
                               Лисенко Т.А.
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Я,  Директор  ТОВ  АФ”  Ділер  -  Аудит”  Іващенко  В.П.,  підтверджую 
достовірність  фінансових  даних,  що  містяться  у  цій  інформації  (в  частині 
підтвердження  достовірності  даних  фінансової  звітності  Державної  іпотечної 
установи станом на 31.01.2005р.).

Директор
ТОВ АФ ”Ділер-Аудит”                           _________________________
                          Іващенко В.П. 

Я, Генеральний директор ТОВ “АФ” Київська аудиторська група” Ігумнова 
І.О., підтверджую достовірність фінансових даних, що містяться у цій інформації 
(в  частині  підтвердження  достовірності  даних  фінансової  звітності  Державної 
іпотечної установи станом на 31.12.2005р.).

Генеральний директор
ТОВ “АФ” Київська аудиторська група”                _______________________
                                                                                                 Ігумнова І.О.

Я,  Заступник  Голови  правління  ЗАТ  АФ  ”Де  Візу”  Іващенко  В.П., 
підтверджую достовірність фінансових даних, що містяться у цій інформації (в 
частині  підтвердження  достовірності  даних  фінансової  звітності  Державної 
іпотечної установи станом на 31.12.2006р. та 30.09.2007р.).

Заступник Голови Правління
ЗАТ АФ ”Де Візу”                              _______________________

                          Іващенко В.П.
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TRIP REPORT 
 

KIEV, UKRAINE 
 

NOVEMBER 20-24, 2008 
 

I flew from Moldova to Kiev, Ukraine on the evening of the 20th of November arriving at the hotel at 
approximately 1 a.m. on the 21st of November, 2008.  The purpose of the trip was, after briefing 
USAID and our partner PRAGMA, meeting with the Leadership of the Ukrainian Realtors Association 
and the Ukrainian Union in an attempt to make further progress on the merger of the two organizations 
into a single voice for real estate in Ukraine in addition to developing the necessary information bases 
to create a data base for pricing real estate and to put into motion the institution of a model MLS 
program in the Ukraine.   
 
 

Meeting with PRAGMA 
 
At 11:00 a.m. I met with Rick Dvorin, Chief of Party for the ACTI Project.  Rick had been appointed 
Chief of Party the day before and I only discovered it upon receiving his welcome letter at the airport.  
We were joined by David Lucterhand, the former Chief of Party who had been relieved of that post on 
Thursday the day before I arrived.  Apparently there were a series of allegations about his position as a 
State’s witness some 15 years prior to this which had been vetted both at the time, 6 years ago and 3 
years ago.  Unfortunately, the issue had been raised and he has been temporarily re-assigned from 
Chief of Party.  
 
After David briefed us on his circumstance, he went to attend another meeting and Irina Bass and I 
briefed Rick on our objectives for the meeting and indicated that we’d be sending him a full report at 
the end of those meetings.  He clarified both his and David’s position and we look forward to working 
with him and PRAGMA to complete our project.  Unfortunately, USAID representatives were not 
available inasmuch as there were a series of Senior USAID people then going through Ukraine which 
was using up the availability of anyone that could have met with us during this timeframe.   
 
 

Meeting with Andrey V. Shulga, President of the Ukrainian Realtors Association 
 
The issues we covered before our 3:00 p.m. meeting with the Raiffaisen Bank were preliminarily to 
discuss the merger issues that remain uncovered, the MLS demonstration project and the data 
collection project.   
 
Shulga had made appointments with the Raiffaisen Bank and also with a professor from a business 
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graduate school in an attempt to create an environment to allow the data collection system to evolve in 
Ukraine.  We first discussed the data collection matter.  It was Shulga’s contention that the greater 
share of price discovery would be found from the banking system as opposed to the real estate 
brokerage system.  We finally ended up agreeing that it would be a combination of the two that would 
give us the best picture of the market.  The reason for meeting with Raiffaisen is to find out first if they 
would favor the project and, secondly, would they contribute data and/or financially support the 
ongoing nature of the business.   
 
We both discussed the need of a business plan which would lay out the original cost of setting up the 
data collection and then the ongoing cost including the need for additional support into the future.  We 
agreed to try to get the business plan done within the next month. 
 
We then discussed the MLS demonstration project to be run in Kiev, Ukraine, hopefully in the first to 
second quarter of 2009.  Arthur Ohaneysian has agreed to be Chairman and with the full support of 
Shulga.  He has added the Chairman of the Technical Committee as a committee member.  Shulga 
would like this project to go quickly and start the demonstration as soon as possible.  His motivation 
for this—provided we can gather statistics that it does work and build additional business models—is 
that he would like to make an MLS an option for all members of the Ukrainian Association.  Initially 
that would be at no cost but costs would be added as the MLS would evolve.  He is fully on board with 
the MLS program.  We then discussed the merger.  His objectives in the merger are: 
 

1) To standardize practice throughout all of Ukraine. 
2) Unify a legislative agenda. 
3) Harmonize the whole market and strictly enforce the standards of conduct and a code of ethics. 

 
To that end, he is forming a workgroup on December 5th (his Board meeting) made up of his Vice 
Presidents and himself as Chairman.  They would go through the issues at hand and evolve and resolve 
them.  He is in favor of having a self-regulated organization (SRO) to help build and develop it.  We 
ran out of time in this discussion which would be taken up the next day for many hours.   
 
 

Meeting with Raiffaisen Bank 
 

At 3:00 p.m., we met with three representatives of Raiffaisen Bank, mostly from the Collateral 
Department of the bank.  In attendance was the Chief of the Collateral Department who had been only 
three days with the Department, Alexander Kukhtik, the Deputy Head of the Collateral Management, 
Sergiy Osaulenko, and Vitaly Yakimovskiy, who is the Collateral Manager.   
 
We described to them the project of data collection and how we expected it work.  We described the 
method of having both banks and real estate practitioners supply hard information that then would be 
sent to an educational source for “sanitizing.”  After that the data would generate statistics on the 
median prices and prices of properties on a month to month basis throughout the Ukraine. 
 
They were all very interested in the subject matter and hoped that there might be some opportunity to 
look at information on land and commercial properties as well.   
 
I then asked them first would they supply the data presuming they could get their legal counsel’s 
permission to do so and, secondly, would they support this on an ongoing basis with funds to continue 
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this into the future.  When asked if we would pay for the data, I absolutely refused saying that that 
would be done on a pro bono basis.  When it came to the fees on a monthly basis, they said that the 
market was tough and they weren’t certain exactly what they could do but in theory it was something 
they would support.  What they need to do is see the example of what the data might look like, a 
business plan to show that the support that they would provide would be sufficient for self-
sustainability, and lastly, would presume a discount if other banks did not submit data that they would 
pay a larger fee for sustaining the information.  The last request I thought was rational and said we 
would agree to that.   
 
We left it that we would circulate a business plan and some models to them as soon as they were 
available supposedly in the next 45-60 days.  The projected roll-out of this project would be at the end 
of the 2nd quarter, beginning of the 3rd quarter of 2009.   
 
 

Meeting with Aleksander Mertens 
 
At 4:40 p.m., we met with the President of the International Institute of Business of Kiev, Aleksander 
Mertens.  He is a Professor of Economics and Finance and teaches a course called Managerial 
Economics in the International MBA Program.  He also is an instructor in the Executive MBA 
Program.  He has what is tantamount to a PhD in the United States as a “Candidate of Economic 
Science.”   
 
We discussed our data collection project with him indicating that we were looking for an educational 
environment in which to send data so that it might be sanitized and processed for publication and 
dissemination.  His University was initially founded in 1993 by the Soros Economic Ministry and a 
charitable foundation.  It has the two MBA programs and has a British Accreditation for the MBA 
programs.  They are the leading trainers for valuers in the Kiev area.  They have approximately 450-
500 students and graduate 100 per year.  They are in merger talks with the School of Economics which 
will add additional analytical and research functions in the area of economics, real estate, executive 
MBA and international MBA programs.   
 
He expressed extreme interest in working on this project.  He felt that he could get the necessary 
support within his staff and he personally would oversee some of the work and would be delighted to 
work with Professor Green in an attempt to evolve the best system possible.   
 
We agreed to exchanged e-mails and a summary of the project during the next week.  The International 
Institute of Business would agree to provide ongoing services once the initial set-up is complete on a 
“pro bono” basis.  They would request the use of some of the data but only with the permission of the 
URA and if the information were dated so as not to sully the value of current information.  He seemed 
genuinely excited about the prospects of working on the project.   
 
 

Meeting with Andre Shulga and Alexander Rubanov 
Saturday, November 22, 2008 

 
We met at a restaurant at noon to discuss the merger between the Union and the URA.  In no small 
measure, it was designed to be an “ice breaker” between the two presidents inasmuch as Rubanov 
while he knew Shulga did not know him well, and certainly did not “trust” him.  So there was a good 



USAID ATCI Project, implemented by the Pragma Corporation – Seventeenth Quarterly Report 
Attachment 4: Norm Flynn's Report in Kiev, 11-08.   

 

4

hour of small talk and general political talk before we got to the issues of the merger between the two 
organizations.   
 
I would say that the conversation went from quite light hearted to quite serious as Rubanov expressed 
some of his discontent on how he felt he’d been treated both in the first merger talks and during the 
elections.  It turns out that not a single Union Member was elected to the Board and he felt affronted by 
that.  Unfortunately since the general body elects the Board, there was nothing Shulga could do about 
it.  He did discuss the possibility of appointing some of the key players from the Union to significant 
positions in the Association to give them visibility into the future as a way to ameliorate the concern.   
 
Rubanov also was concerned that he had gone on the line to support the merger giving up the Union’s 
name and the sovereignty of his organization achieving a vote of support before the meeting of the 
URA and no reciprocity had occurred.  As a consequence, he felt he had lost credibility and was 
receiving intense criticism from his Regional organizations for “throwing in the towel.”   
 
After these personal issues were vetted, we then got down to more serious discussions.  What needs to 
be done to resolve the major difficulties in the merger is to address three areas: 
 

1) Company membership versus individual membership. 
2) The Kiev Region and its governance between the dominant Union and the largest Regional 

of URA. 
3) Resolve who would have the responsibility to manage the brokers versus the salesmen.   

 
As we discussed these three issues, I suggested that they should consider having two types of 
membership: a company membership on one financial level and an individual membership.  That 
would allow both Union members to join the URA and the individual members to stay as they are.  
Both thought that that might be a rational solution.  Next we discussed the Kiev Region and I suggested 
that there would be a specialized workgroup made up of Shulga and Rubanov as well as the President 
and Chairman of the Board of the Kiev Region and one or two other Union Representatives. This group 
would resolve how the Kiev Region would be governed and how elections would be made once the 
merger went into place.  That, if in fact all parties participated in the decision that should remove the 
Kiev Regions’ opposition to the merger, smooth it, and allow it to go forward.   
 
Regarding the broker versus the salesmen’s responsibilities, the issue is that in the original merger, the 
Union was to take over the function of the companies and the URA take over the function of the 
salespeople.  As they looked at that more carefully it appeared that the bulk of the money was with the 
brokers and the URA was unwilling to let that go.  I suggested that what one ought to do is to create 
two divisions and let members of both groups join whatever division they felt most comfortable in 
where they would like to work and support and assist.  That would not make it the single purview of 
the Union or the URA, nor would it preclude either from functioning.   
 
Shulga is intending to appoint a workgroup of his three Vice Presidents and himself as President to 
address the merger issues.  That will be done on the 5th of December.  Rubanov already has a similar 
group with his Vice Presidents and himself as the Chair.  They would share notes and discuss 
independently and then bring the two groups together in a joint meeting to finally resolve the issues so 
that they can mutually support and move it forward.  Part of those discussions would be to invite the 
so-called “Guild” an organization in formation in Kharkiv and look for ways to bring in the renegade 
Regional groups that are currently not a member of either organization.  Additionally, the two working 
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groups will discuss how within the Regions they can have a common governance and drive the 
organization forward.   
 
They set as a timetable to resolve these matters and bring the issue forward in February 2009.  Since 
holidays are upon us in December, the bulk of the work will likely take place in January.   
 
After lengthy discussion, they both agreed that two key issues that they had to work on in addition to 
the merger was to come up with a rational license law that would be acceptable to everyone and 
secondly, work through a crisis plan for both managing their Associations and assisting their members 
in survival during this intense slow-down in the economy.  The meeting adjourned at 5:30 p.m. 
 
 

Meeting with Arthur Ohaneysian 
 
Irina and I had a working lunch with Arthur Ohaneysian who has been designated the Chairman of the 
“Super” MLS Committee.  We discussed the methodology of the roll-out of a demonstration project 
that could be converted into a nationwide effort.  There are three boards in Kiev who have a substantial 
number of exclusive listings and represent the seller.  In addition, there are two or three other 
companies that also have significant exclusive listings.   
 
When asking Arthur what he would need from IRPF and Peter Shuttleworth to help drive this program 
forward, he said what we needed to do is develop a “show” which describes what MLS is and how it 
works.  He would like marketing data on the benefits of an MLS versus a non-MLS, MLS as it affects 
membership within the Association, and what the MLS is doing in other countries primarily the 
Netherlands.   
 
He’ll need to refine the rules and regulations so that they can be put into place.  My recommendation is 
he has three or four sets of MLS regulations provided to him by Christine Todd and Peter Shuttleworth, 
he works through those, sends those to Peter for his review, and lastly he will need to find a 
methodology to put the model program together including what kind of software or networked 
computer system would be used, what the necessary forms for inputs might be, and lastly, formats for 
operating the system. 
 
Arthur is excited about the prospects of running this project.  He is one of the most talented individuals 
that they have within the Association, has trained in the United States on our system and has traveled 
widely throughout the U.S. and Europe.  He did ask if there would be an opportunity to get access to 
perhaps Peter’s MLS so that he might work with a system in searching it and get a better feel for how it 
absolutely functions and works so that he could help sell it here in the Ukraine.   
 

Summary and Conclusion 
 
The objectives that were set out at the beginning of the trip to Ukraine I believe were met.  We had 
made substantial progress in determining some of the costs in the data collection so that we can put 
together a business plan to show how that will be self-sustaining in the future.  The only piece which is 
left untouched needs to be put in place once the Association Leadership determines which of the 
brokers would provide the data on a pro bono basis in return for extraordinary analysis within their 
markets and any markets they chose in the country.  The MLS project is now embraced by the 
leadership of the Association as well as having an extraordinary Chair to drive it forward.  Lastly, the 
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pieces are in place to continue the discourse and discussion on MLS and how it would function.  Irina 
Bass, the Country Coordinator of IRPF will monitor both Rubanov and Shulga (with their permission 
by the way) to ascertain what progress they are making and where the issues might be.  She will also 
assist us in coordinating both the data collection and the MLS project.   
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МІНІСТЕРСТВО ФІНАНСІВ УКРАЇНИ 
Н А К А З 

Від  _______________   
 
 
 
 
Про затвердження Порядку відкритого   
конкурсного  відбору контрагентів за договорів  
тимчасової  купівлі  (продажу)  державних  
цінних  паперів, 
 
 Відповідно до  пункту 10  «Порядку тимчасової 
купівлі (продажу) державних цінних паперів 
частини», затвердженого постановою Кабінету 
Міністрів України від 8 жовтня 2008 року №907 
 
  Н А К А З У Ю:   
 
 
1. Затвердити  Порядок відкритого   
конкурсного  відбору контрагентів за договорів  
тимчасової  купівлі  (продажу)  державних  
цінних  паперів  
2. Контроль за виконанням цього наказу 
покласти на заступника  Міністра Литвина В.М. 
 
 
Міністр                                                В.Пинзеник  
 
   

ЗАТВЕРДЖЕНО 
  Наказ Міністерства фінансів

 України  від  __________
N ______  

 
Порядок 

відкритого   конкурсного  відбору контрагентів 
за договорів  тимчасової  купівлі  (продажу)  

державних  цінних  паперів, 

 

 
 

MINISTRY OF FINANCE OF UKRAINE 
O R D E R 

Dated  _______________   
 
 
 
 
On approval of the Procedure of Open Tender on 
Selection of Counter-Agents on Contracts of 
Temporary Purchase (Sale) of Government 
Securities, 
 
Pursuant to item 10 of the Procedure for 
Temporary Purchase (Sale) of Government 
Securities approved by the Resolution of the 
Cabinet of Ministers of Ukraine # 907 dated 8 
October 2008,  
 
I hereby   O R D E R:   
 
 
1. To approve the Procedure of Open Tender on 
Selection of Counter-Agents on Contracts of 
Temporary Purchase (Sale) of Government 
Securities.  
2. Deputy Minister V.M. Lytvyn shall be 
charged with control over fulfillment of this 
Order. 
 
 
Minister                                                V. 
Pynzenyk   
 
   

APPROVED
  By the Order of the Ministry of Finance 

of Ukraine  dated  __________
# ______  

 
Procedure  
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I. Загальні положення   
1. Цей порядок  (далі- Порядок) регулює 

проведення Міністерством фінансів України 
відкритого   конкурсного  відбору ( далі-відбір) 
контрагентів за договорів  тимчасової  купівлі  
(продажу)  державних  цінних  паперів (далі-
договір). 

2. Відбір контрагентів організується та  
проводиться Департаментом державного боргу.  

3.Не   пізніше  наступного  дня  після  
прийняття  рішення  про  розміщення коштів  
єдиного рахунка департамент забезпечує 
оприлюднення на  офіційному  веб-сайті  
Мінфіну повідомлення    про    проведення  
відбору   

У повідомленні зазначаються:   
• Пропозиція подати заявки на 

укладання договору у запечатаному 
вигляді із зазначенням   строку і 
часу їх подання та запрошення на  у 
відкриття заявок  із зазначенням 
дати, часу, місця  його проведення.   

• перелік відомостей , які  вказуються 
у заявках;   

• обсяг коштів єдиного рахунка, який 
пропонується до розміщення  
відповідно до прийнятого рішення, 
та мінімальна доходність їх 
розміщення за якою Міністерство 
фінансів України приймає заявки до 
розгляду;   

• строк, до  якого  контрагенту 
необхідно перерахувати кошти та  
надати розпорядження про 
блокування цінних паперів;   

• граничний строки розміщення 
коштів єдиного рахунка;   

• Коди державних цінних паперів, які 
можуть бути предметом договорів 
тимчасової купівлі-продажу із 
зазначенням  дати їх погашення та 
відсотку збільшення договорів для 
кожного коду, при цьому 
вказується, що предметом окремого 

of Open Tender on Selection of Counter-Agents 
on Contracts of Temporary Purchase (Sale) of 

Government Securities, 
 
 
 
I. General provisions 
 1. This Procedure  (hereinafter – the Procedure) 
shall regulate conducting by the Ministry of 
Finance of Ukraine of an open tender on 
selection (hereinafter – Selection) of counter-
agents on the contracts of temporary purchase 
(sale) of government securities (hereinafter – the 
Contract).  
2. Selection of counter-agents shall be organized 
and conducted by the Public Debt Department. 
3. Not later than the day following the day of 
adoption of the decision on placement of funds 
of the unified account, the Department shall 
ensure publication in the official web site of the 
Ministry of Finance of a notice on selection. 
The notice shall contain:   
• A proposal to submit bids for 
conclusion of the contract in a sealed package, 
with mentioning of the date and time of their 
submission, and invitation to open bids with 
mentioning of the date, time and place of its 
holding;   
• list of data mentioned in the bids;   
• volume of funds of the unified account 
which is offered for placement according to the 
adopted decision, and minimum yield on their 
placement at which the Ministry of Finance 
accepts the bids for consideration;   
• deadline until which the counter-agent 
shall transfer funds and give instructions to block 
the securities;   
• deadline for placement of funds of the 
unified account;   
• codes of government securities which 
may be the object of contracts on temporary 
purchase and sale, with mentioning of the date of 
their redemption and percentage of increase of 
contracts per each code, with mentioning that an 
object of a separate contract may be only one 
code of government securities; and 
• other data.   
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договору може бути лише один код 
державних цінних паперів  

• інші відомості.   
До повідомлення додаються проект 
договору  тимчасової  купівлі  (продажу)  
державних  цінних  паперів та застави 
державних  цінних  паперів 
4.Дата приведення відбору  визначається 

департаментом не  раніше 2-х днів з дня 
оприлюднення повідомлення). 

5. В заявках на участь у конкурсі 
учасникам пропонується вказати наступні 
відомості: 

• повна назва юридичної особи, яка 
подає заявку: 

• прізвище, ім‘я, по батькові  
посадової особи, яка укладає 
договір, та підстави, на яких вона 
діє;  

• прізвище, ім‘я, по батькові  
посадової особи, яка буде присутня 
при відкритті заявок 

• вид основної діяльності  
• юридичну адресу 
• код ЄДРПОУ 
• реквізити банківського та 

депозитарного рахунків 
• суму коштів, яку пропонує 

розмістити у себе контрагент, та 
термін їх розміщення 

• доходність за якою пропонується 
розміщення коштів єдиного 
казначейського рахунку.  

• доходність купівлі-продажу 
державних цінних паперів  

• кількість державних цінних паперів, 
що є предметом застави, яка 
обчислена відповідно до постанови  

6. Для кожного випуску державних цінних 
паперів Департамент визначає відсоток 
збільшення суми договору, Для випусків, до  
погашення яких залишилося менше року,  
відсоток  може визначаться на нижньому рівні, 
встановленому постановою Кабінету Міністрів 
України, при цьому цей відсоток не може бути 
меншим доходності останніх розміщень ОВДП 
та доходності, яка пропонувалася 

 
 
 
Draft contract on temporary purchase (sale) of 
government securities and pledge of government 
securities shall be attached to the notice. 
 
4. The date of selection shall be defined by the 
Department not earlier than 2 days after 
publication of the notice). 
5. Participants of the tender shall be suggested to 
mention the following data in their bids: 
• full name of a legal entity which 
submits the bid: 
• last name, first name and patronymic of 
the official who concludes the contract, and the 
grounds on which he acts;  
• last name, first name and patronymic of 
the official who will be present at opening of the 
bids; 
• type of main activity; 
• legal address; 
• EDRPOU code; 
• details of the banking and depository 
accounts; 
• amount of funds that the counter-agent 
offers to place with him, and period of 
placement; 
• yield at which it is suggested to place 
funds of the unified treasury account;  
• yield on purchase and sale of 
government securities; and  
• number of government securities which 
are the object of pledge, calculated according to 
the Resolution. 
6. For every issue of government securities, the 
Department shall define percentage of increase 
of the amount of contract.  For the issues 
redemption of which will be in less than a year, 
percentage may be defined on a low level 
established by the Cabinet of Ministers of 
Ukraine, and this percentage cannot be lower 
than yield of last placements of domestic 
government bonds and the yield offered by the 
Ministry of Finance at the last auctions. 
7. Deadlines for placement shall be defined with 
taking into account of the fact that period of 
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Міністерством фінансів на останніх аукціонах. 
7.Граничні строки розміщення 

визначаються з урахуванням того, щоб термін 
розміщення був кратним тиждню.  

8.Департамент забезпечує перепуск осіб, 
вказаних у заявках, до місця де відбувається 
відкриття заявок. 

9.Відкриття заявок здійснюється у 
присутності   не менше 3 службовців 
департаменту, з яких один призначається 
Директором департаменту секретарем відбору. 

10.Перед відкриттям за вимогою присутніх 
на відкритті заявок перевіряється цілісність 
печатей на них . 

11.При відкритті заявки оголошується: 
 юридична особа, яка її подала: 
обсяг коштів, який  пропонується 

юридичною особою розмістити у себе 
доходність за якою розміщуються кошти 
код випуску цінних паперів 
12.Після завершення оголошення всіх 

заявок, що надійшли, зазначені у пункті 11 дані 
заносяться  у протокол відбору, починаючи з 
найвищої     доходності, за якою розміщуються 
кошти,, При цьому окремо для кожної заявки 
вказується наростаючим підсумком сума 
пропозицій та доходність яка відповідає ціні 
купівлі-продажу  з урахування відсотку 
збільшення договору на дату переходу права 
власності на папери до Міністерства фінансів.  
Протокол підписується службовцями 
департаменту, що присутні на відборі. 

13.Задоволенню  підлягають ті заявки, 
яких не перевищує   обсягу  коштів   єдиного  
рахунка,   який   пропонується  до  розміщення. 
Перша заявка, наростаючий підсумок якої 
перевищує   обсяг  коштів   єдиного   рахунка,  
який   пропонується  до  розміщення, 
задовольняється в сумі, яка не вистачає до  
обсягу  коштів   єдиного   рахунка,   який  
пропонується  до  розміщення. Якщо  є однакові 
ставки  дохідності зі ставкою такої заявки,  ці 
заявки задовольняються пропорційними 
сумами.   

14. Заявки, які підлягають задоволенню,  
оголошується присутнім на відборі. 

 

placement should be divisible by a week.  
8. The Department shall ensure access of the 
persons mentioned in the bids to the place where 
the bids will be opened. 
9. Opening of the bids shall be made in presence 
of at least 3 employees of the Department, one of 
which is appointed by the Department Director 
to be a Secretary of selection.  
10. Before opening, on request of those present 
at opening of the bids, integrity of the seals on 
the bids shall be inspected. 
11. During opening of the bid, the following 
shall be announced: 
legal entity which submitted the bid; 
volume of funds suggested by the legal entity to 
be placed with it; 
yield at which the funds are placed; and 
code of securities issue. 
 
12. After the end of announcement of all 
received bids, data mentioned in item 11 shall be 
entered in the minutes of selection, beginning 
with the highest yield at which the funds are 
placed.  At that, amount of bids and yield which 
corresponds to the purchase and sale price is 
separately mentioned for every bid as a 
progressive total, with taking into account 
percentage of contract increase as of the date of 
transfer of ownership right to securities to the 
Ministry of Finance.  The minutes shall be 
signed by employees of the Department who are 
present during selection. 
13. The bids not exceeding the amount of funds 
of the unified account offered for placement 
shall be subject to satisfaction.  The first bid a 
progressive total of which exceeds the amount of 
funds of the unified account offered for 
placement shall be satisfied in the amount 
remaining to the amount of funds of the unified 
account offered for placement. Should there be 
yield rates similar to the rate of such bid, these 
bids shall be satisfied in proportional amounts.    
14. The bids which are subject to satisfaction 
shall be announced to those present during 
selection. 
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Директор департаменту державного боргу     
 
О.М Башинська  
 
 

Director of Public Debt Department 
 

           O.M. Bashinska  
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LAW OF UKRAINE 
On Government Debt of Ukraine 

 
This Law shall define the concept and composition of government and contingent debt, shall 

establish the procedure for forming and managing it, repayment and servicing and supervision over its 
condition. 
 
Article 1. General Provisions 
 
The terms used in this Law shall have the following meanings: 
 
Government debt shall mean a total of the state obligations to repay received and outstanding credits 
(loans) as of a specific date arising as a result of government borrowing. 

Contingent government debt shall mean a total of contingent liabilities of the state which shall be 
established pursuant to the Law and become effective upon occurrence of specific events (hereinafter - 
contingent debt).  
 
Domestic government debt shall mean a portion of government debt payable in UAH.  

 
External government debt shall mean a portion of government debt payable in a currency other than 
UAH. 
 
Government borrowing shall mean transactions related to the receipt by the government of funds to 
finance the state budget on conditions of repayment, paying for funding and using it during a definite 
term performed pursuant to this Law. 
 
Government guarantee shall mean a method of securing the fulfillment by the state of obligations by 
the borrower (a resident of Ukraine) to the creditor, fully or partly, pursuant to this Law. 
 
Government securities shall mean securities issued by the state. 
 
Principal of the debt shall mean the amount of credit (loan) that must be repaid to the creditor, 
nominal value of coupon government securities and nominal value of discount government securities 
less the amount of discount.  
 
Repayment of government debt shall mean making payments for the account of government debt 
obligations to pay the principal of the debt. 
 
Servicing the government debt shall mean making payments for the account of government debt 
obligations to pay interest (discount), commissions and other payments stipulated by borrowing terms, 
except paying the debt principal as well as accompanying payments.  
 
Interest (discount) shall mean income received by the creditor for lent amounts pursuant to terms of 
agreements on credit (loan) or terms of issuance of government securities.  
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Accompanying payments shall mean expenditures related to paying for bank, intermediary, legal, 
consultancy and other services required upon creating and managing government debt. 
 
Creditor – a person to whom borrower’s obligations arise to pay funds and/ or other assets on 
conditions of paying for funding pursuant to this Law. 
 
Borrower shall mean a legal entity that has obligations to repay funds and / or other assets to the 
creditor on conditions of paying for funding and using it during a specific term. 

 
Limit on government debt shall mean the maximum amount government debt established by the Law 
of Ukraine on State Budget of Ukraine as of the last date of the relevant year.  
 
Limit on contingent debt shall mean the maximum amount of contingent debt as of the last date of the 
relevant year established by the Law of Ukraine on State Budget of Ukraine for the relevant year.  
 
Registry of government and contingent debt shall mean a unified information system of debt and 
contingent liabilities, currency and financing terms of agreements, information regarding issuing 
government securities and information regarding cash flows pursuant to assumed obligations. 
 
Debt instruments shall mean securities issued by the state, credit (loan) agreements entered into in 
accordance with current legislation, other agreements entered into with the view to managing 
government debt. 
 
Government debt management shall mean a set of measures taken by government agencies to ensure 
the government debt obligations meeting the ability of the government to repay and service them which 
shall include streamlining of the structure of government debt and its dynamics; determining sources of 
loan funds and the range of creditors; selecting types of borrowing, determining their amounts, 
periodicity of issues and the mechanism of selling; regulating the government securities market; 
issuing, servicing and repaying all kinds of government debt instruments; providing government 
guarantees; taking measures to support and enhance credit rating of Ukraine; information support; 
accounting and control. 
 
Risk related to government and contingent debt shall mean a possibility of occurrence of a probable 
event (circumstance) that would increase government debt expenditures related to increased amounts of 
government debt repayment and servicing; taking effect by government guarantees; non-repayment of 
budget expenditures incurred in execution of government guarantees; borrowers’ non-repayment of 
loans provided by the government; recognition of a specific amount as government debt and/ or 
decreasing budget financing opportunities due to debt sources. 
 
Risk management shall mean the process of identifying risks related to government and government-
guaranteed debt, their assessment, finding an optimal combination of such risks and value 
characteristics of government debt and developing, on this basis, strategic and tactical measures to 
manage government debt. 
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Article 2. 
 
Government debt of Ukraine shall include domestic and external government debt. 
Domestic and external government debt shall be sovereign debt and an absolute and unconditional 
obligation of the state. The government bears responsibility in accordance with the terms of issues of 
government securities, credit and loan agreements.  
 
Obligations constituting domestic and external government debt shall be the same and equal in status 
irrespective of their date and legal form. Recognizing priority of some obligations over other 
obligations shall be prohibited.  
 
If the amount of payments to repay the debt should decrease as compared to that stipulated by the Law 
on State Budget of Ukraine, the relevant amount of government borrowings shall be decreased with due 
observance of the amount of debt financing of the state budget stipulated by the Law on State Budget 
of Ukraine. 

When making government borrowings, accepting obligations related to payment of cash resources 
which become effective upon occurrence of specific events and providing government guarantees 
pursuant to this Law, the Minister of Finance of Ukraine shall be entitled to assume obligations on 
behalf of Ukraine related to borrowing including waiver sovereign immunity in possible court litigation 
related to fulfillment of government obligations and exempting payments pursuant to agreements from 
any commissions, taxes and other obligatory payments during the validity of the obligation to repay 
borrowed funds. 

Article 3. 
 
Repayment and servicing of government debt of Ukraine shall be made from the funds allocated for 
this purpose in the Law of Ukraine on State Budget of Ukraine for the relevant year according to the 
agreements on government borrowings. 
 
Amount of funds necessary to repay and service government debt for the year, as well as amount of 
expenses for fulfillment by the state of guarantee obligations shall be approved by the Law of Ukraine 
on State Budget of Ukraine for the relevant year and shall not be subject to proportional reduction 
depending on fulfillment of the state budget during the year. 
 
Upon consent of the creditor, repayment and servicing of government debt may be made through 
delivery of goods (works, services), offset of counter-claims, in other ways according to the Ukrainian 
legislation. 
 
Section 2. Formation of Government and Contingent Debt  
 
Article 4. Government debt of Ukraine is formed as a result of government borrowing, taking effect by 
conditional obligations of the government pursuant to this Law.  

 
 Article 5. Together with other information and analytical materials to the draft law on State Budget of 
Ukraine, the Cabinet of Ministers submits to the Verkhovna Rada of Ukraine, a tentative plan of 
borrowing for the relevant year that has information nature (the “program of government borrowing”). 
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The program of government borrowing for the relevant year contains information regarding 
government borrowing by creditor with defined amounts and terms of borrowing. 

 
A deviation of characteristics of actual borrowings from those planned shall be allowed depending on 
the situation in the domestic and external markets and also in cases that allow streamlining the structure 
of government debt or save budget funds with due regard to the government debt cap.  

 
Article 6. Transactions of government domestic and external borrowing are performed by the Cabinet 
of Ministers of Ukraine represented by the Minister of Finance of Ukraine in amounts stipulated by the 
Law of Ukraine on State Budget of Ukraine. To perform such transactions, the Ministry of Finance of 
Ukraine may, pursuant to current legislation, retain contractors to provide services related to the issue 
of securities (the “contractors”).  

 
Article 7. The Ministry of Finance shall carry out domestic government borrowing by holding regular 
auctions with announcing amounts to borrow at each auction in advance. Interest rates of domestic 
borrowings at an auction is established as average weighted interest rate of the best bids.  

 
Article 8. To ensure liquidity of government bonds, the Ministry of Finance may order services to 
support bilateral quotations of government bonds. Providers of such services (the “primary dealers”) 
may have exclusive or partly exclusive access to the primary market of government bonds. Upon 
request of primary dealers, NBU provides refinancing to purchase government bonds against pledge of 
the bonds that are purchased.  

 
Upon placement (reopening) of government bonds, the Ministry of Finance may retain a certain 
amount of bonds in its account for the further sale of these bonds to primary dealers during periods 
between placements.    

 
Article 9. Relations between the Ministry of Finance of Ukraine and the contractors are regulated by a 
contract that is entered into between the Ministry of Finance of Ukraine and the contractor in 
accordance with current legislation.  

 
Article 10. Ensuring the holding of auctions to place domestic government bonds, their depositary 
accounting, redemption and payment of income to bondholders shall be carried out by the National 
Bank of Ukraine in accordance with the procedure stipulated by current legislation of Ukraine.  

 
Article 11. Agreements on external government borrowings shall be entered into by the Ministry of 
Finance of Ukraine in accordance with the procedure stipulated by the Cabinet of Ministers of Ukraine 
with due regard to requirements of current legislation and rules of international law.  

 
Agreements on government borrowings within the confines stipulated by the Law of Ukraine on State 
Budget of Ukraine to finance the state budget general fund take effect from the moment of their 
signing, unless otherwise provided by the agreement itself.  

 
Agreements on external government borrowings not stipulated by the Law of Ukraine on State Budget 
of Ukraine as well as agreements on loans for institutional and investment development projects 
attracted by the government from subjects of international public law and secured by sovereign 
guarantee, take effect after the Verkhovna Rada of Ukraine consents to their binding nature.  
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Upon request by the Ministry of Finance of Ukraine, the Ministry of Justice of Ukraine provides a legal 
opinion regarding the observance of internal state procedures for gaining an obligatory nature in 
Ukraine by documents formalizing a government borrowing and/ or providing sovereign guarantees.  

 
Article 12. Transactions to provide sovereign guarantees and pay for objects if they meet the 
established requirements shall be performed by the Cabinet of Ministers of Ukraine represented by the 
Minister of Finance of Ukraine in amounts stipulated by the Law of Ukraine on State Budget of 
Ukraine.  

 
Article 13. Sovereign guarantees are provided to secure the fulfillment of obligations for loans of 
borrowers (residents of Ukraine) that do not have overdue debts to the state, provided the borrowers 
(guarantors) cover guarantee risks of the state properly and in full.  
A proper coverage of a guarantee risk is recognized: 

irrevocable and unconditional counter-guarantees by banks, whose financial indicators meet 
requirements established by the National Bank of Ukraine; 
pledge; 
 
insurance coverage by insurance companies, whose financial indicators meet requirements 
established by the authorized body regulating financial services markets of Ukraine. 
 
A right of claim may not be pledged.  
 
The value of pledged objects pursuant to an independent appraisal must be at least 1.2 of the 
amount of obligations under a sovereign guarantee.  
 
For providing a sovereign guarantee, the Cabinet of Ministers of Ukraine establishes a fee in the 
amount of one to three per cent per annum of the outstanding loan amount depending on risks of 
the loan project. 
 
Payment for issuing a sovereign guarantee must be made by the borrower of the guaranteed loan 
to the state budget simultaneously with paying interest on the loan. 
 
Provisions regarding payment shall not be applied to government enterprises that are not subject 
to privatization in accordance with current legislation and attract loans against sovereign 
guarantees to finance nationwide programs with further repayment and servicing of such loans 
at the cost of the state budget.  
 
A guarantee is issued, if the agreement guaranteeing the fulfillment of borrower’s obligations 
stipulates the right to fulfill the obligations early.  

 
A guarantee is not provided to secure obligations of state authorities.  

 
Article 14. Payments for the state to fulfill its guarantee obligations shall be carried out pursuant to the 
terms of sovereign guarantees at the cost of the state budget.  
 
If the state fulfills its guarantee obligations by making payments from the state budget or entering into 
agreements with creditors on restructuring the amounts, which repayment was guaranteed, the 
borrowers whose obligations have been guaranteed become indebted to the state for loans attracted 
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against sovereign guarantees in the amount of actual costs of the state budget and such restructured 
amounts.  
 
Collecting such indebtedness is carried out by bodies of the State Tax Service in accordance with the 
procedure stipulated by the law of Ukraine.  
 
Article 15. In order to raise non-government financing for construction (reconstruction) of 
infrastructure objects (private-public partnership), the state budget shall envisage limit on government 
obligations under agreements on private-public partnership related to payment for construction 
(reconstruction) of infrastructure objects if these objects are in compliance with the established 
requirements after putting them into operation. 
 
Article 16. Objects in progress (under reconstruction or being reconstructed) within the framework of 
agreements on private-public partnership shall be exclusively the objects which construction, 
reconstruction and maintenance are performed pursuant to relevant laws from the budget funds. 
Specific requirements to above objects shall be established by the relevant ministries. 
 
Article 17. Agreements on private-public partnership shall be entered into with the winners of a 
competition, the procedure thereof being determined by the Cabinet of Ministers of Ukraine. 

 
Article 18. Public enterprises, including economic entities holding 50% or more of government share 
in their statutory funds shall perform domestic long-term (over one year) and foreign borrowings, 
provide guarantees or act as guarantors upon agreement with the Ministry of Finance of Ukraine, 
domestic short-term borrowings (up to one year) - upon agreement with the relevant bodies of the 
authorized central executive authorities. 
  
Section 3. Government Debt Management 
 
Article 19. Strategic purpose of government debt management shall be as follows: provision of 
government management with necessary volumes of liquid funds and minimization of expenses 
connected with risks, repayment and servicing of state debt; creation of prerequisites for 
macroeconomic stability in short- and long-term periods. 
 
The fundamentals of government debt management shall be: optimization of government debt 
structure; minimization of expenses for government debt servicing; minimization of risks related to this 
debt; promotion of development of the domestic government borrowings market. 
 
Government debt management shall be conducted by the Ministry of Finance of Ukraine, or by other 
organizations and institutions on its instructions and on its behalf. 
 
In order to perform effective government debt management, the Ministry of Finance of Ukraine and the 
National Bank of Ukraine shall exchange relevant information, the scope hereof being determined by 
the Cabinet of Ministers of Ukraine. 
 
 
Article 20. Government and contingent debt as of the budget year end shall not exceed limits on debt 
approved by the Verkhovna Rada of Ukraine in the Law of Ukraine “On the State Budget of Ukraine 
for the Relevant Year”. 
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Article 21. Limit on government and contingent debt shall be established in the national currency. 
Conversion of government debt denominated in foreign currency into the national currency shall be 
performed based on the forecasted exchange rates of hryvnya against foreign currencies applied in the 
course of elaboration of the Law of Ukraine “On the State Budget of Ukraine for the Relevant Year”. 
 
Article 22. In order to compare limits on government and contingent debt approved by the Law of 
Ukraine “On the State Budget of Ukraine for the Relevant Year” with their real volume as of the year 
end, forecasted exchange rates of hryvnya against foreign currencies shall be applied provided for in 
the calculations to the Law of Ukraine “On the State Budget of Ukraine for the Relevant Budget 
Period”. Such comparison shall be performed if limits on government and contingent debt exceed the 
amount approved by the Law of Ukraine “On the State Budget of Ukraine for the Relevant Year” as a 
result of exchange rate fluctuation. 
 
Article 23. In order to account and control government and contingent debt, the Ministry of Finance 
shall maintain the Registry of Government and Contingent Debt and shall determine the manner of its 
maintenance. 
 
The Registry of Government and Contingent Debt shall be the only official records reflecting 
government and government-guaranteed obligations. The Ministry of Finance shall inform the National 
Bank of Ukraine about specific records from the Registry of Government and Contingent Debt as well 
as data on volume, structure of government debt and transactions related to its repayment and 
servicing. 
 
The National Bank of Ukraine shall provide the Ministry of Finance with information on depositary 
accounting of government securities circulating in the domestic market in the manner and terms 
established by the Cabinet of Ministers of Ukraine. 
 
Article 24. Operating accounting of government and contingent debt shall be performed by the 
Ministry of Finance of Ukraine. 
 
Bookkeeping of government and contingent debt as well as financial statements on the condition 
thereof shall be performed by the State Treasury of Ukraine. 
 
The condition of government and contingent debt shall be determined as of the last day of accounting 
period and shall include transactions performed this day. 
 
Every debt obligation of the state shall be properly entered into the Registry of Government and 
Contingent Debt and accounted for during elaboration and approval of the state budget of Ukraine for 
the relevant year. 
 
Article 25. In order to secure comprehensive and accurate accounting of government and contingent 
debt, the state bodies, institutions, organizations and enterprises shall be obliged to provide relevant 
information to the Ministry of Finance of Ukraine on paper and in electronic form in the manner and 
terms established by the Cabinet of Ministers of Ukraine, unless otherwise provided by the legislation 
of Ukraine. The National Bank of Ukraine in pursuance of its functions shall account government and 
contingent debt by residence of a creditor based on the information of the Ministry of Finance of 
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Ukraine adjusted to the volumes of purchased external government bonds by residents of Ukraine as 
well as volumes of purchased internal government bonds by non-residents of Ukraine. 
 
Article 26. Control over condition of government and contingent debt shall be exercised by the 
Ministry of Finance of Ukraine. 
 
The Ministry of Finance of Ukraine shall publish in the official newspapers information on the 
condition of government debt. 
 
The Cabinet of Ministers of Ukraine along with the report on fulfillment of the state budget shall 
submit to the Verkhovna Rada of Ukraine special report on the condition of government and contingent 
debt. 
 
Information on the condition of government and contingent debt as well as volume of payments aimed 
at redemption and servicing of government debt as well as execution of contingent obligations by the 
state shall be public and liable to official quarterly promulgation in the mass-media in the form of 
statistical report. 
 
Article 27 . Indicators based on which analysis of actual and forecasted condition of government 
debt is performed: 

- relation between government and contingent debt and gross domestic product; 
- relation between overall amount of annual payments on government debt and 

gross domestic product; 
- relation between overall amount of annual payments on government debt and 

proceeds of the State Budget for relevant accounting period; 
- currency structure of debt; 
- relation between government debt denominated in foreign currency and gold and 

foreign exchange reserves of the National Bank of Ukraine; 
- relation between payments on government debt denominated in foreign currency 

in the relevant year and volume of currency reserves of the National Bank of Ukraine as of the 
beginning of the relevant period; 

- relation between annual payments on government debt denominated in foreign 
currency and volume of export in the relevant year; 

- relation between short-term (up to one year) foreign government debt and gold 
and foreign exchange reserves of the National Bank of Ukraine; 

 
The Ministry of Finance of Ukraine shall determine and promulgate the methodology of calculating 
specific indicators of debt burden. 
 
Article 28. In making government borrowings and government debt management, the Ministry of 
Finance of Ukraine shall have the right to conclude agreements on information and technical support 
for transactions in debt instruments, organization of the system of their placement, redemption, 
secondary circulation, electronic safekeeping and accounting etc. 
 
For government debt management, the Ministry of Finance of Ukraine may select on a competitive 
basis different institutions and organizations to render banking, legal, consultative and other services 
through conclusion of the relevant agreements. 
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Article 29.  
 
The Ministry of Finance of Ukraine shall manage government debt by way of entering into agreements 
with debt instruments - activities of the Ministry of Finance of Ukraine or other authorized 
organizations or institutions which establish, amend or terminate legal relations with regard to 
government debt (hereinafter - the transaction). 
 
Organizational and legal principles of performing transactions shall be determined by the Cabinet of 
Ministers of Ukraine. 
 
Selection of the counteragents for performing these transactions shall be performed on a competitive 
basis. 
 
The criterion of effectiveness for performing government debt agreements shall be the cutout of costs 
from the state budget in the respective year or in future and/or avoiding the risks. 
 
Depending on the expected effectiveness, transactions are divided into: 

- Transactions with decreased cost of government borrowing; 
- Transactions aimed at lifting the pressure of service payments and repayment of government 

debt from the State Budget of Ukraine; 
- Transactions aimed at avoiding the risk of increased government debt payments as a result of 

change in the interest rates and currency exchange rates. 
 
In order to decrease the cost of borrowing, the following transactions are used: 

- Transactions on early government debt repayment; 
- Transactions on early purchase of government securities by way of entering into agreements 

with the parties having the right of demand or securities-holders; 
-  Transactions on purchase of government securities from their holders with the obligation of 

their holders to repurchase these securities at the agreed price on the agreed future date 
performed by way of entering into respective agreements. 

- Transactions on sale of government securities held by the state on behalf of the Ministry of 
Finance with the obligation of their holders to resale these securities at the agreed price on the 
agreed future date performed by way of entering into respective agreements. 

 
In order to decrease the risk of government debt refinancing, the following transactions are used: 

- Transactions on early purchase of government securities by way of entering into agreements 
with the parties having the right of demand or securities-holders; 

- Transactions on exchange of payments under the agreements; 
- Transactions on exchange of the right of demand under the agreements; 
- Transactions on substitution of the future fluctuating interest rate with the fixed one (or vice 

versa), substitution of the government debt currency (swap transactions) in order to mitigate 
interest rate and exchange rate risks; 

- Transactions on partial pre-placement of service payments and repayment of external 
government debt on deposit accounts of the foreign commercial banks with high investment 
rating performed by way of entering into respective agreements with further payment of the 
agreed amount as of the date of performing actual service payments and repayment of 
government debt to the parties having the right of demand or holding government securities 
(deposit transactions). 
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In order to avoid negative impact of the market risk on government debt arising from changes in the 
interest rate and exchange rate, the following transactions are used: 

- Transactions aimed at mitigating the risks of foreign currency exchange rate fluctuations, one 
foreign currency against another as well as against hryvnya, and transactions aimed at 
mitigating the influence of fluctuating interest rates by way of entering into forward, option and 
futures agreements with fixed ratios of exchange rates or interest rates (hedging transactions). 

Transactions on purchase and sale of government securities shall be performed by the Ministry of 
Finance of Ukraine exclusively in the exchange or specially organized markets. 
 
Article 30. The Cost of Government Debt Management. 
 
The Cabinet of Ministers of Ukraine annually provides for funds in the Draft Law “On the State 
Budget” for the relevant year in order to finance the cost of government debt management as part of 
expenditures for government debt servicing. 
 
Final Provisions 
 
This Law shall be effective as of the date of its official publication. 
Until putting other legislative acts in compliance with the norms of the given Law, they shall be 
effective in the part which does not contradict this Law. 
 
The Cabinet of Ministers of Ukraine during two months since the date of its publication shall submit to 
the Verkhovna Rada of Ukraine specific proposals with regard to introduction of amendments to the 
legislative acts of Ukraine associated with this Law as well as put all its normative and legal acts in 
compliance with the Law. 
 
The Ministry of Finance of Ukraine upon agreement with the National Bank of Ukraine shall develop 
the legislative and legal act with regard to introduction of the institute of primary dealers in the 
government domestic bonds market. 
 
The Law “On Government Domestic Debt” shall be considered invalid (Bulletin of the Verkhovna 
Rada of Ukraine, 1992, No. 41, p.59; 2000, No. 35, p.282). 
 
To delete paragraph 4, item 1, Article 11 of the Decree of the Cabinet of Ministers of Ukraine dated 
February 19, 1993 No. 15-93 “On the System of Currency Regulation and Currency Control” (Bulletin 
of the Verkhovna Rada of Ukraine, 1993, No. 17, p. 184). 
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Narrative part of the draft law of Ukraine “On State Budget of Ukraine for 2009” regarding 
government debt 

Article in 2008 Budget 

Proposals regarding language of 
Articles in the draft law of 

Ukraine “On State Budget of 
Ukraine for 2009”  

Detailed justification  

Article 11.  Article 11. should be supplemented 
by the passage: 

The Ministry of Finance shall 
make domestic government 
borrowings through holding 
regular auctions with announced 
beforehand minimum amounts of 
borrowing at each auction. Yield 
of domestic borrowings at an 
auction shall be established as 
average weighted yield of the best 
bids.   

The global financial crisis has 
significantly reduced opportunities to 
borrow in external capital markets or 
made them nonexistent. In such 
conditions, borrowing in the domestic 
market increases significantly. On the 
other hand, the planned amount of 
2009 borrowing is rather large, given 
the capacity of Ukraine’s domestic 
market. In such circumstances, such 
plan may be implemented only if 
regular auctions are held during the 
entire year, placing approximately 
equal amounts, not overloading the 
domestic market. Holding regular 
auctions, placing declared beforehand 
amounts of government bonds at 
prices that are formed at these 
auctions would be decisive for 
introducing the primary dealer pool, 
which is Ukraine’s obligation pursuant 
to the Memorandum on Economic and 
Financial Policies with the IMF.  

 

Article 16. To save 
budget funds, the Ministry 
of Finance of Ukraine shall 
have the right to transact in 
government debt of 
Ukraine including 
exchange, issuance and 
buyback of government 
debt obligations with due 
observance of the 
government debt cap as of 
the year-end.   

To give the following 
wording: 

Article 16. To save budget 
funds, the Ministry of Finance of 
Ukraine shall have the right to 
transact in government debt of 
Ukraine including exchange, 
issuance, buyback and sale of 
government debt obligations with 
due observance of the government 
debt cap as of the year-end.  

To ensure liquidity of 
government bonds, the Ministry of 
Finance may order services to 
support two-sided quotations of 
government bonds. Contractors of 

To save budget funds, in 2009 it is 
necessary to continue working on 
implementing mechanisms of 
transactions in government debt. It is 
important to envision the possibility of 
selling government debt obligations 
that would be owned by the state as a 
result of their repurchase.  

The key issue in introducing 
primary dealer pool is their ability to 
support bilateral quotations of 
government bonds. Such ability is 
ensured, if the primary dealer can 
apply, if necessary, to the NBU for 
refinancing and to the Ministry of 
Finance for additional amounts of 
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such services (the “primary 
dealers”) may have exclusive 
access to the primary market of 
government bonds. Upon request 
of primary dealers, the NBU 
provides necessary refinancing to 
purchase government bonds 
against pledge of the bonds that 
are purchased.  
         Upon placement (re-opening) 
of government bonds, the Ministry 
of Finance may keep the necessary 
amount of bonds in its account for 
further sale of these bonds to 
primary dealers at their request 
during periods between 
placements.  

government bonds.  

 Article 17. The Ministry 
of Finance of Ukraine shall 
have the right to place 
funds in the unified 
treasury account and funds 
in foreign currency 
accounts of the state 
budget, on a competitive 
basis, under government 
bond temporary purchase 
(sale) agreements with 
their following 
replenishment by the year-
end in accordance with the 
procedure stipulated by the 
Cabinet of Ministers of 
Ukraine.  

Article 17. The Ministry of Finance 
of Ukraine shall have the right to 
deposit funds in the unified treasury 
account and funds in foreign 
currency accounts of the state 
budget in banks against pledge of 
government securities, on a 
competitive basis, under government 
bond temporary purchase (sale) 
agreements with their following 
replenishment by the year-end in 
accordance with the procedure 
stipulated by the Cabinet of 
Ministers of Ukraine.  

 

In 2009, it is necessary to ensure 
placement of funds in the unified 
treasury account under conditions of 
temporary purchase (sale) of 
government securities to reduce the 
impact of government borrowing on 
amounts of funds within the bank 
system, which would help reduce state 
budget debt servicing expenditures. 

It should be taken into 
consideration that placement of funds 
under conditions of temporary 
purchase (sale) of government 
securities does not require time to 
reimburse for losses in case of not 
returning the placed funds and 
additional legal costs or notary fees, 
unlike depositing funds against pledge 
of government securities.  

New Article “To establish that, in 2008, 
temporarily free funds of local 
budgets shall be placed under terms 
of agreements on temporary 
purchase (sale) of government 
securities and securities issued by 
relevant councils of people’s 
deputies. Upon request of local 
governments, the Ministry of 
Finance shall repurchase 
government securities at prices that 
are in line with yields at which 
government bonds are placed at 

The Budget Code stipulates 
that funds received as a result of 
placing temporarily free funds of local 
budgets belong in the revenues of a 
relevant budget. This means that local 
financial bodies place temporarily free 
funds in bank accounts and the funds 
received as a result of such 
transactions are received as revenues 
of a relevant budget. However, in the 
global financial crisis, the risk of bank 
bankruptcy has become significantly 
higher as well as the related risk of 
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auctions preceding such 
repurchase.” 

 

losing budget funds.  
To avoid these risks, it would 

be advisable to make such placements 
under terms of agreements on 
temporary purchase (sale) of 
government securities and securities 
issued by relevant councils. Pursuant 
to the said agreements, title to the 
relevant amount of such securities is 
vested in a relevant council.  

As such, the risk of losing local 
budget funds will be significantly 
lower. Besides, This would generate a 
higher demand for government 
securities and securities issued by 
relevant councils, which would make 
borrowing costs drop. 
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THE SECURITIES AND STOCK MARKET STATE COMMISSION  
 

 
     RESOLUTION 
 
 

      ___.___.2008                      Kyiv                 #  ___ 

 
On Approval of Amendments to the 
Resolution on Procedure of Municipal 
Bonds Issues  

According to Article 7 of the Law of Ukraine “On State Regulation of the Securities 
Market in Ukraine”, in order to approve a valid procedure for registration of municipal 
bonds issues, the Securities and Stock Market State Commission HAS RESOLVED:  

1. To approve Amendments to the Regulation on the Procedure for Issue of Municipal 
Bonds approved by the Resolution of the Securities and Stock Market State Commission 
# 414 dated 10/07/2003 registered by the Ministry of Justice, # 982/8303 dated 
10/28/2003 (in version of the Resolution of the Securities and Stock Market State 
Commission # 2285 dated 12/11/2007 registered by the Ministry of Justice, # 68/14759 
dated 01/30/2008). 

2. The Head of Staff of the Securities and Stock Market State Commission Yu. 
Nazarenko shall ensure:  

submission of this Resolution for state registration at the Ministry of Justice of Ukraine;  

publication of this Resolution according to the legislation.  

3. The Head of Staff of the Securities and Stock Market State Commission Yu. 
Nazarenko shall be charged with control over fulfillment of this Resolution.  

  Chairman of the Commission  A. Balyuk  
 

Minutes of the meeting of the Commission                          
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# ___dated _____________ 2008  
 

APPROVED 
Resolution of the Securities and Stock 
Market State Commission  
___.___.2008 №____ 

 
 
 
 
 

Amendments to the Regulation on the Procedure for Issue of Municipal Bonds 
 

1. Amend Part 1 Item 10 Section ІІ «General provisions» by these words: 

 «and bonds placed by public offering on the Stock Exchange.» 

 
 
 
 
 
 
 
 
 
 

Director of Department _____________    ______________ 
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Municipal Deposit with the Bank Secured by Locally Issued Municipal Bonds 

When making a decision with regard to investment in securities or other assets, except for the yield issue, the 
banks also factor in the possibility of their usage as liquidity management instrument. The reason is that under 
the conditions of current changeability of the financial market, the possibility of using investment objects for 
funds raising became increasingly relevant. Consequently, in case an opportunity avails itself and demand for 
municipal bonds rises significantly, it will result in reduction of the cost of borrowing for the city and ensure fuller 
placement of the issue. 

On the other hand, against the background of the financial crisis, when local authorities deposit their funds with a 
bank, the risk of repayment increases. Pledge in the form of municipal bonds issued by relevant local authorities 
may serve as one of the possible options to  minimize such risk. 

Consequently, depositing funds with the banks against pledge of municipal bonds will promote two major 
objectives: increase demand for bonds and minimize the risks of depositing funds with the banks. 

The report of the Ministry of Finance of Ukraine published in the “Herald of the Association of Ukrainian Cities 
and Communities” No. 13 for 2004 considers the matter of accruing interest for the funds deposited with the 
banking institutions as well as major legal issues of placing municipal funds with the bank deposit.  

Only bonds maturing at least 180 days upon repayment of deposit are recommended to be used as the pledge, 
in this case the city will have enough time to enforce the mortgaged asset in the manner stipulated by the pledge 
agreement. 

The ratio of deposit to bonds par value in the pledge must be at least at the level of 60-70%. For example, 
effective yield to maturity of C series municipal bonds for the bank shall amount to 47% provided bonds are 
purchased at the price of 70% of their par value as of December 18, 2008. Therefore, if the pledge is transferred 
to the city, the budget will receive this particular yield. The chart “Effective Yield vs. Interest” as well as “Bonds 
Cash Flow” on the example of C series bonds are listed below. 

Cooperation model: executive local authorities, bank and/or holder, depositary (see the Scheme “Municipal 
Deposit with the Bank Secured by Locally Issued Municipal Bonds” which is given below): 

1. The city shall on a competitive basis (auction at the Ukrainian Interbank Currency Exchange (hereinafter - 
the UICE) select the Bank to deposit funds and conclude with the Bank the Deposit Agreement and the 
Agreement on Pledging Municipal Bonds which shall belong to the Bank pursuant to the right of ownership 
and shall not be encumbered with other obligations. The Pledgor (property guarantor) can be the third 
person holding municipal bonds. The Deposit Agreement must envisage that the Bank shall indemnify the 
city for organizing and holding of an auction at the UICE, registration of bond encumbrances as well as 
possible fees charged by the Holder and related to the transaction, etc. The Bank can serve as the Holder. 

2. The city shall register bond encumbrances in the State Registry of Encumbrances on Movable Property. 

3. The Holder, based on the Bank’s order on bonds blocking, shall send an order on their blocking to the 
Depository. 

4. The City shall transfer funds to the Bank’s deposit upon receipt from the Depository of an extract from the 
securities account with regard to blocking of bonds which secure the deposit by the Pledgor for his own benefit.  

5. Upon expiration of deposit, the Bank shall transfer the principal amount and interests on deposit to the 
account of the City with the State Treasury. 

6. The City shall terminate bond encumbrances with the State Registry of Encumbrances on Movable Property. 

7. The Holder, based on the City’s order on bonds de-blocking, shall send an order on their de-blocking to the 
Depository. 

 

The calculation for UAH 3 million deposit, 15%, for 7 days is given below: 
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Example: 
Interest rate on deposit 15% 
Amount of deposit 3 000 000 
Term of deposit 7 
Amount of interests accrued 8 630 

Ratio of deposit to bonds par value in the pledge  70% 
Par value of bonds in the pledge 4 286 000 
Yield on bonds corresponding with the amount of bonds as of 
creation of right to pledge enforcement 47%* 
Expenses of the bank pursuant to the draft depository agreement 

Payment for registration of encumbrances: UAH 34 (for one blank 
sheet) 34 
Payment for holding an auction at the UICE  x 
Other expenses related to deposit transaction x 

• This yield means that it will be more beneficial for the bank to borrow funds for the period equaling or below maturity of bonds in order 
to settle transactions with the city and take out bonds from the pledge. 

Maturity corresponding with the percentage of collateral as of the moment of exercising the right to pledge 
enforcement 

Yield to maturity, % 

Percentage of collateral, %  

 

C series bonds 

Date Coupon 
rate 

Coupon 
payment 

Par 
value 

Date of 
the cash 

flow 
Cash 
flow 

30.06.2006 14 75.18       
31.12.2006 14 70.58       
30.06.2007 14 69.43       
31.12.2007 14 70.58       
30.06.2008 14 69.81   18.12.2008 -700.00
31.12.2008 14 70.58   31.12.2008 70.58
30.06.2009 14 69.43   30.06.2009 69.42
31.12.2009 14 70.58   31.12.2009 70.58
30.06.2010 14 69.43   30.06.2010 69.42
31.12.2010 14 70.58 1000 31.12.2010 1 070.58

 

Municipal deposit secured by locally issued bonds 

Executive Committee of the City 

Bank (or investor serving as the Pledgor (property guarantor) 

Depository (Interregional Stock Union)  

State Registry of Encumbrances on Movable Property 

Holder 
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1. depository and pledge agreement 

2. bonds encumbrances 

3. blocking of bonds 

4. funds placement  

5. repayment of funds 

6. termination of bonds encumbrances 

7. de-blocking of bonds 
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DRAFT 
On placing (depositing) temporally free funds of 
the special budget fund of the city of Odessa 
 
 
Pursuant to part 2 Article 70 of the Law of Ukraine “On Local Self-Government in 
Ukraine” in order to effectively use temporally free funds of the development budget 
special fund, attract additional revenues to the budget of Odessa, decrease expenditures 
for budget servicing, create additional demand for municipal bonds of the city of 
Odessa, the City Council of Odessa 
 
hereby RESOLVES: 
 
1. To place (deposit) funds to the amount of UAH 3000 for seven days with the 

commercial banks which will be recognized as winners upon results of holding an 
auction based on the criterion of maximum interest rate on deposit against pledge of 
municipal bonds of the city of Odessa to the total amount of their par value no less 
than UAH _________. 

 
2. The Finance Department of the City Council of Odessa shall: 

2.1. Conclude with winners of the auction special agreements on placement 
(deposit) of temporally free funds of the development budget special fund of the 
city of Odessa and agreements on pledge of municipal bonds of the city of Odessa 
in pursuance of deposit agreements. 

 
2.2. Place (deposit) against pledge of municipal bonds of the city of Odessa 

temporally free funds of the development budget special fund to the amount of 
UAH 3000 with the bank-winners for seven days upon condition of their 
reimbursement no later than December 28, 2008 at the interest rate no lower than 
____ per annum. 

 
3. Control over fulfillment of this Resolution shall be charged with the Standing 

Committees on Planning, Budget and Finance; Economic, Investment Policy and 
Banking Activity of the City Council of Odessa. 

 
 
Gurvits E. 
City Mayor 



 



 
 
 
 
 
 
 
 
 
 

ATTACHMENT 11 



 



USAID ATCI Project, implemented by The Pragma Corporation – Seventeenth Quarterly Report 
Attachment 11:  Draft Odesa Deposit Agreement 

 

1

AGREEMENT 
ON BANK DEPOSIT No. ______ 

 
 
City of Odesa          __  ________ 2008  
 
 
Joint-Stock Commercial Bank  (the “Bank”) 
represented by Chairman of the Board , acting pursuant 
to the Charter, on one side, and 
 
Finance Department of the Odesa City Council (the “Depositor”) represented by its Head Ms 
Svitlana M. Bedreha acting pursuant to the Regulation on Finance Department approved by resolution 
of the Odesa City Council of 27.06.2006 No. 20-V and resolution of the Odesa City Council of  
No.  on the other side, hereinafter together referred to as the “Parties” and, individually, as the 
“Party,” 
 
with regard to the results of the auction at the Ukrainian Interbank Currency Exchange by lot No.  
the Joint-Stock Commercial Bank  was determined as the winner (an 
excerpt from the protocol No.  of  2008 attached hereto),  
 
have entered into this bank deposit agreement (the “Agreement”) on the following: 
 

1. Subject of Agreement. 
1.1. The Depositor shall deposit in the Bank temporarily free budget funds in the amount  
UAH 1,500,000 (one million five hundred thousand) (the “Deposit”) for a term of seven days after the 
date of crediting the funds to the deposit account, and the Bank shall return the Deposit and pay interest 
in the amount of  % per annum under the terms hereof.  
 
1.2. Bank’s fulfillment of obligations hereunder shall be secured by pledge of Odesa Municipal Bonds 
of Series C in accordance with the pledge agreement No.  of  2008 (the 
“Pledge Agreement”).  
 

2. Settlement Procedure. 
2.1. The Depositor shall transfer the Deposit to the Bank in a cashless form no later than five bank days 
from the date of entering herein by a money transfer from a special current account opened in the Main 
Department of State Treasury of Ukraine in the Odesa oblast to perform settlements hereunder to 
deposit account No. ___________ opened in JSCB ___________________, MFO code ___________, 
EDRPOU code,  provided the Bank fulfills the requirements stipulated in paragraphs 2.3.1 – 2.3.2 of 
the Pledge Agreement. 
 
2.2. Accruing interest shall begin from the day of crediting the Deposit to the Depositor’s deposit 
account and shall last till the day preceding the day of its return. The calculation shall be performed 
based on the actual number of days in the month and in the year (the “fact/fact” method). 
 
2.3. The Bank shall transfer interest on the day of returning the Deposit determined in paragraph 2.4 
hereof to account No. ________________ opened in the Main Department of State Treasury of Ukraine 
in the Odesa oblast, MFO code 828011, EDRPOU code 23862106, the recipient is the Department of 
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State Treasury in the city of Odesa  the Main Department of State Treasury of Ukraine in the Odesa 
oblast, BK code 21040000 “Revenue from depositing temporarily free budget funds in bank 
institutions.” 
 
2.4. The Bank shall transfer the Deposit no later than the following bank day after the end of the Deposit 
term to the Depositor’s special account No. 31526222800002 opened in the Main Department of State 
Treasury of Ukraine in the Odesa oblast, MFO code 828011 and accrued interest to the account specified 
in paragraph 2.3 hereof.  
 

3. Rights and Obligations of the Parties. 
3.1 The Bank shall undertake to: 
3.1.1. Ensure fully safe keeping of the Deposit and its use in accordance with requirements of 
current legislation. 
 
3.1.2. Pay interest to the Depositor accrued in accordance with the procedure established hereunder. 
 
3.1.3. Return the Deposit and accrued interest to the Depositor in accordance with the procedure 
stipulated hereunder. 
 
3.2 The Bank shall have the right to: 
3.2.1. Dispose of the Deposit with due regard to requirements of current legislation during the term 
hereof. 
 
3.3 The Depositor shall undertake to: 
3.3.1. Transfer the Deposit to the deposit account No.  within five bank days from the 
date of entering herein, provided the Bank fulfills the requirements stipulated in paragraphs 2.3.1 – 
2.3.3 of the Pledge Agreement. 
 
3.3.2. Observe all settlement procedures and terms stipulated by the Agreement. 
 
3.4. The Depositor shall have the right to: 
3.4.1. Obtain information about the status of their deposit account. 
 

 
4. Additional terms. 

4.1. The Depositor shall, within three days of opening/closing the deposit account (including the day 
of the opening/closing), grant the Bank the right submit information electronically via e-mail to the 
National Bank of Ukraine (the “NBU”) to the address of relevant State Tax Administrations.  
 

5. Responsibility of the Parties. 
5.1 For a delayed return of the Deposit to the Depositor, the Bank shall pay a penalty to the Depositor 
calculated of the amount of overdue Deposit in the amount of a double NBU discount rate effective as 
of the day of returning the Deposit, for each day of delay.  
 
5.2. If the Deposit has not been transferred by the Depositor within the term specified in paragraph 
2.1 hereof, the Depositor shall compensate the Bank for the expenses paid to the Ukrainian Interbank 
Currency Exchange for participating in the auction and the Agreement shall be considered terminated. 
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The compensation shall be paid by the Depositor to the account specified by the Bank within five bank 
days.  
 
5.4. For late transfer to the Depositor of accrued interest stipulated hereunder, the Bank shall pay the 
Depositor a fine calculated of the amount of overdue interest in the amount of the double NBU 
discount rate effective as of the day of transferring funds for each day of delay.  
 
5.5. The Parties shall be relieved from responsibility for non-fulfillment or partial non-fulfillment of any of 
provisions hereof, if such non-fulfillment was a consequence of operation of invincible force circumstances. Such 
circumstances shall include: natural calamities (flood, extreme weather conditions, fire, earthquake, etc.), wars, 
warfare, social disturbances, short circuits in electric networks, changes in current legislation, acts or decisions of 
state authorities, the National Bank of Ukraine, strikes and other actions of personnel of telephone companies and 
energy saving bodies, other restrictions of a legal, technical, economic or political nature outside of Parties’ control 
that objectively obstruct Parties’ fulfillment of their obligations (the “force-majeure”).  
 
5.6. The period of relief from responsibility shall start from the moment of notification by the Party that has not 
fulfilled its obligations due to force-majeure and shall end when the situation gets back to normal, which fact shall 
be certified by appropriate documents.  
 
5.7. Operation of force-majeure will automatically prolong the term for fulfilling obligations for the entire period 
of its operation and liquidation of the circumstances. The Parties shall inform each other of force-majeure during 
five working days from the moment of occurrence of such circumstances. If such circumstances should endure for 
more than three months, any Party shall be entitled to refuse further fulfilling obligations hereunder. In this case, 
neither Party shall be entitled for reimbursement of its losses by the other Party.  
 

6. Final provisions. 
6.1. The Agreement shall take effect from the moment of its signing and signing of the Pledge 
Agreement by authorized representatives of the Parties and making the entry on the encumbrance to the 
State Registry of Real Estate Encumbrances and shall operate till Parties’ full and independent 
discharge of their obligations hereunder.  
 
6.2. Disputes between the Parties shall be settled in accordance with the procedure established by 
current legislation and regulated upon mutual consent. If the Parties do not reach an agreement, the 
dispute shall be submitted for consideration, without observing the claims procedure, to the economic 
court for its settlement in accordance with legislation of Ukraine.  
 
6.3. All annexes, changes and amendments hereto shall be done in writing and duly signed by 
authorized representatives of the Parties with an obligatory reference hereto. After signing, they shall 
become an inalienable part hereof.  
 
6.4. All notices hereunder shall be considered properly given if done in writing and sent by registered 
mail, courier, and telegraph or delivered personally at the specified addresses of the Parties. The date of 
receiving such notices shall be considered the date of their personal delivery or the date of postal stamp 
at the recipient's postal office.  
 
6.5. The Bank shall confirm that it is a payer of the profit tax on general grounds in accordance with the 
Law of Ukraine “On Corporate Profit Tax.” 
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6.6. Names of Articles and Sections hereof shall be for convenience only and shall have no impact 
whatsoever on their content and construction.  
 
6.7. The Agreement has been done in three original copies in Ukrainian, one cope for each Party and 
one for the Bank’s depositary. All copies shall have equal legal effect.  
 

7. Information and signatures of the Parties. 
Bank 

 
 
Depositor: 65026, city of Odesa, 13 Zhukovskogo St. acc. No. 31526222800002 opened in the Main 
Department of State Treasury of Ukraine in the Odesa oblast, MFO code 828011, EDRPOU code 
23862106. 



 
 
 
 
 
 
 
 

ATTACHMENT 12 
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Agreement  
on pledge of municipal bonds No. ___ 

 
city of Odessa         «___» ______________ 200_  
         
 
Finance Department of the Odesa City Council (the “Pledgee”) represented by Head of Department 
Ms. Svitlana M. Bedreha acting pursuant to the Regulation on the Finance Department approved by 
Resolution of the Odesa City Council of 27.06.2006 No. 20-V and resolution of the Odesa City Council 
of _________ No. _______, and 
 
Joint-Stock Commercial Bank  ________________________________________________ (the 
“Pledgor”) 
                                                             (name of bank) 
represented by Chairman of the Board ____________________________________________, acting 
pursuant to 
                                                               (last, first, middle name) 
the Charter together hereinafter referred to as the “Parties” and, individually, as the “Party. ” 
 
have entered into the present Agreement on pledge of municipal bonds (the “Agreement”) on the 
following: 
 

 
1. Subject of Agreement 

 
1.1. To secure the fulfillment of obligations under bank deposit agreement No. _________ of 

____________ 200_ for the amount of UAH 1,500,000 (one million five hundred thousand) for a 
term of seven days from the date of crediting the funds to the deposit account paying interest in the 
amount of UAH _________, a total of UAH ___________________ (the “Deposit Agreement”), 
the Pledgor shall transfer the following municipal bonds into pledge to the Pledgee: 

 
Name Odesa Series C municipal bonds 
Issuer Odesa city council 
Bond Code  
Date of redemption 25 October 2010 
Par value of one bond UAH (in figures and in words) 
Total number of bonds bonds

Number of pledged bonds is determined by dividing the amount of deposi
increased by the amount of accrued interest by 70% of the par value of one bond
rounded to a larger whole number. 

 
1.2. The Parties shall appraise the pledged asset at UAH ___________ (____________).  
 
1.3. At the cost of the pledge, Pledgee’s claims shall be satisfied in full including the amount of 
deposit, accrued interest and fines.  
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1.4. The Pledgor shall certify that it owns the pledged municipal bonds and they are free from 
encumbrance by other obligations or other restrictions on circulation.  
 
1.5. For the term hereof, the encumbrance of the municipal bonds shall be registered in the State 
Registry of Real Estate Encumbrances and blocked in the Pledgor’s securities account.  
 
 

2. Obligations and rights of the Parties. 
 

2.1. The Pledgee undertakes to: 
 
2.1.1. Transfer the deposit after receiving an excerpt from the securities account on Pledgor’s blocking 
the municipal bonds specified in paragraph 1.1 hereof for the benefit of the Pledgee that are provided as 
security of the deposit and receiving an excerpt from the State Registry of Real Estate Encumbrances 
on encumbering the municipal bonds.  
 
2.1.2. Register a discontinuance of encumbering the municipal bonds in accordance with the procedure 
and within the term stipulated by current legislation of Ukraine after a timely return of the deposit and 
accrued interest.  
 
2.1.3. Issue instructions to the depositary to unblock for the Pledgor’s benefit, the municipal bonds 
specified in paragraph 1.1 hereof that have been blocked in securing the deposit, after a timely return of 
the deposit and accrued interest. 
 
2.2. The Pledgee has the right: 
 
2.2.1. In case the Pledgor does not return or does not fully return the deposit or accrued interest within 
the term stipulated by the Deposit Agreement, to impose recovery on the pledged asset without 
applying to court in accordance with the procedure stipulated by current legislation of Ukraine and 
satisfy its claims in the amount of Pledgor’s indebtedness, accrued interest and accrued fines.  
 
2.3. The Pledgor undertakes:  
 
2.3.1. To pay costs related to registering an encumbrance of the municipal bonds in the State Registry 
of Real Estate Encumbrances no later than the following banking day after the date of entering herein.  
 
2.3.2. During ___ working days after signing the Agreement, to block the municipal bonds in the 
securities account in the number and amount specified in paragraph 1.1 and 1.2 hereof and provide an 
excerpt from the account to the Pledgee.  
 
2.3.3. Until full return of the deposit and accrued interest, without Pledgee’s knowledge, not to alienate 
pledged municipal bonds, provide those into other pledge to a third party or encumber otherwise.  
 
2.3.4. Not to create any legal or technical obstacles in case the Pledgee exercises the rights stipulated in 
subparagraph 2.2.1 hereof.  
 
2.4. The Pledgor has the right: 
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2.4.1. To possess and use (receive interest income) the municipal bonds during the term hereof.  
 
 

4. Other terms of the Agreement 
4.1. The Agreement shall be concluded from the moment of its signing by authorized representatives of 
the Parties and shall be valid till full and proper discharge by the Parties of their obligations.  
4.2. All notices between the Parties shall be made in writing by sending e-mails, letters, telegrams, etc. 
4.3. The Agreement may be changed only upon consent of both Parties by entering into an additional 
agreement, which shall be an inalienable part hereof.  
4.4. In case of introducing changes to the Deposit Agreement, the Deposit Agreement shall not be 
terminated till full discharge of obligations hereunder.  
4.5. Disputes arising during the validity hereof shall be settled by negotiation and, if an agreement 
cannot be reached, in accordance with the procedure established by legislation of Ukraine.  
4.6. The Parties shall be regulated by current legislation of Ukraine on all issues that concern the 
conditions of fulfilling the Agreement and are not regulated by it. 

4.7. The Agreement has been concluded in three original copies in Ukrainian, one copy to each of the 
Parties and one to the Pledgor’s depositary. All copies shall have equal legal effect.  
 

5. Information and signatures of the Parties 
 
Pledgor 
___________________________________________________________________________________
___________________________________________________________________________________
____ 
  
 
__________________       

signature 

                      SEAL   
 
Pledgee  
 
65026, city of Odesa, 13 Zhukovskogo St. acc. No. 31526222800002 opened in the Main Department 
of State Treasury of Ukraine in the Odesa oblast, MFO code 828011, EDRPOU code 23862106. 
 
 
__________________       

signature 

                      SEAL   
 



 



 
 
 
 
 
 
 
 

ATTACHMENT 13 
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State Treasury of Ukraine 
 
In pursuance of enforcement powers envisaged by part 2 Article 70 of the Law of 
Ukraine “On Local Self-Government in Ukraine” dated May 21, 1997 No. 280/97-VR 
with regard to placement of budget funds of the local self-government of the city of 
Odessa, the City Mayor hereby informs: 

 
Pursuant to recommendations of the State Treasury of Ukraine, the procedure for 
competitive selection among the banks should precede placement of budget funds with a 
bank deposit. However against the crisis background, it is extremely difficult to lay 
down qualification requirements for the participating banks. On October 7, 2008, even 
in such bank as JSC Prominvestbank being in the first group in terms of assets volume, 
the NBU introduced provisional administration and specific restrictions with regard to 
transactions with its correspondent accounts pursuant to Resolution of the National Bank 
of Ukraine dated December 30, 2005 No. 291. Under the given conditions, the issue of 
securing repayment of deposit using an asset acceptable for the city of Odessa turns out 
to be the most relevant. Municipal bonds might become such an asset, since if 
enforcement procedures are applied to this asset, even if it will be impossible to sell 
them at market, eventually the city will be able to decrease its debt to the amount of 
enforced bonds. In order to ensure the highest yield on deposit, the Department of 
Finance of the City Council of Odessa plans to select banks based on the auction results. 
 
The City Council of Odessa plans to consider the issue of depositing funds against 
pledge of locally issued municipal bonds on December 10-11, 2008. In case of positive 
decision, the auction will be scheduled for December 15, funds placement – for 
December 18 and funds repayment – for December 25, 2008. C series municipal bonds 
of the city of Odessa maturing on December 31, 2010 shall serve as such pledge. At this, 
the collateral value of bonds shall be established at the level of no less than 70% of their 
par value. However after conclusion of agreements on placement of temporally free 
budget funds with the wining banks, certain problems may arise in connection with 
performance of such agreements at the State Treasury Administration in the city of 
Odessa, since the relevant placement and selection of banks is performed at the first time 
and is virtually experimental. 
 
Taking into account the above, we would like to ask you to provide clarifications with 
regard to placing funds with a bank deposit against pledge of locally issued municipal 
bonds as well as the selection procedure based on the auction results conducted among 
banks to deposit funds against pledge of locally issued municipal bonds. 
 
Gurvits E. 
City Mayor 
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On Making Local Borrowing to the Budget of the City of Odessa in 2009 
 
Pursuant to Article 143 of the Constitution of Ukraine, Articles 16, 74 of the 
Budget Code of Ukraine, item 26 and 27, part 1, Article 26 of the Law of 
Ukraine “On Securities and Stock Market”, as well as according to the 
Procedure for Making Borrowing to the Local Budgets approved by the Decree 
of the Cabinet of Ministers of Ukraine dated February 24, 2003 No. 207, 
Regulation on the Procedure for Issuing Municipal Bonds approved by the 
Resolution of the Securities and Stock Market State Commission dated October 
7, 2003 No. 414 (in the wording of the Resolution of the Securities and Stock 
Market State Commission dated December 11, 2007 №2285) with the aim of 
additional funds raising to implement a Comprehensive Social and Economic 
Development Program of the City of Odessa for 2005-2015, approved by the 
Decree of the Cabinet of Ministers of Ukraine dated October 30, 2004 No. 1604, 
the City Council of Odessa hereby RESOLVED THE FOLLOWING: 
 

1. Establish marginal deficit of the special-purpose budget fund of Odessa 
for 2009 with regard to development budget to the amount of UAH 300,000. 

2. Funds raised through municipal borrowing to the budget of Odessa in 
2009 shall serve as the source of financing of deficit of the special-purpose 
budget fund of Odessa for 2009 with regard to development budget. 

3. Make local borrowing to the budget of Odessa in 2009 in compliance with 
the attached conditions for making local borrowing. 

4. Decide on the directions of using raised funds 
_________________________________________ 

5. Authorize the Department for Municipal Borrowing and Securities of the 
Odessa City Council to perform all organizational and legal actions associated 
with making borrowing on the conditions specified in the Attachment. 

6. The given Resolution shall become effective upon receipt of the 
Conclusion from the Ministry of Finance of Ukraine on its compliance with the 
conditions established by the Budget Code of Ukraine. 

7. Control over fulfillment of the Resolution shall be charged with the 
Standing Commissions on Economic, Investment Policy and Banking Activity 
on Planning, Budget and Finance. 
 
E. Gurvits 
City Mayor 
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Ministry of Finance of Ukraine 
 
 
 

According to the Procedure for Making Borrowings to the Local Budgets approved by the 
Resolution of the Cabinet of Ministers of Ukraine # 207 dated 24 February 2003, we hereby inform. 
 
Odesa City Mayor, in his letters # 03-217 dated 07/16/2008 and # 334 dated 09/17/2008, has 
informed the Ministry of Finance on intention to make borrowings to the budget of Odesa in 2008, 
and has sent all the required materials. 
 
In its letter # ____ dated 8 October 2008, the Ministry of Finance sent an opinion on compliance of 
the draft decision on making a local borrowing in 2008 with the requirements established by the 
budget legislation. 
 
At the same time, because of the amount of time left before the end of the budget period and 
situation in the financial market, it is impossible to make a borrowing still in 2008. 
 
In such circumstances, it will be suggested for the session of Odesa City Council to make this 
borrowing in 2009.  The draft decision takes into account a requirement of the Ministry of Finance 
to make borrowings in the domestic market.  While all other conditions of the borrowing remain 
unchanged. 
 
Taking the aforesaid into account, we request you to provide an opinion on compliance of the draft 
decision on making of domestic borrowing to Odesa budget in 2009 (attached) with the 
requirements established by the budget legislation, with taking into account of the materials sent. 
 
 
 
Attachment: the aforesaid on 3 pages. 
 
 
 
 
Ye. Gurvits 
 
City Mayor  
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THE SECURITIES AND STOCK MARKET STATE COMMISSION  
 

 
     RESOLUTION 
 
 

      ___.___.2008                      Kyiv                 #  ___ 

 

On Approval of Amendments to the 
Resolution on Procedure of Municipal 
Bonds Issues  

 

According to Article 7 of the Law of Ukraine “On State Regulation of the Securities Market in 
Ukraine”, in order to approve a valid procedure for registration of municipal bonds issues, the 
Securities and Stock Market State Commission HAS RESOLVED:  

1. To approve Amendments to the Regulation on the Procedure for Issue of Municipal Bonds approved 
by the Resolution of the Securities and Stock Market State Commission # 414 dated 10/07/2003 
registered by the Ministry of Justice, # 982/8303 dated 10/28/2003 (in version of the Resolution of the 
Securities and Stock Market State Commission # 2285 dated 12/11/2007 registered by the Ministry of 
Justice, # 68/14759 dated 01/30/2008). 

2. The Head of Staff of the Securities and Stock Market State Commission Yu. Nazarenko shall ensure:  

submission of this Resolution for state registration at the Ministry of Justice of Ukraine;  

publication of this Resolution according to the legislation.  

3. The Head of Staff of the Securities and Stock Market State Commission Yu. Nazarenko shall be 
charged with control over fulfillment of this Resolution.  

  Chairman of the Commission  A. Balyuk  

 
 
 
Minutes of the meeting of the Commission                          
# ___dated _____________ 2008  
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and Stock 
ion  

___.___.2008 №____ 

 
Amendments to the Regulation on the Procedure for Issue of Municipal Bonds 

 «and bonds placed by public offering on the Stock Exchange.» 

Director of Department _____________    ______________ 

APPROVED 
Resolution of the Securities 
Market State Commiss

 
 
 
 

 

1. Amend Part 1 Item 10 Section ІІ «General provisions» by these words: 
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Justification of the Draft Resolution of the Securities and Stock Market State 
Commission “On Approving the Amendments to the Regulation on the Procedure 

for Issuing Municipal Bonds” 
 
Factoring in significant changeability in the capital market, interest rates can increase in 
between approval of the decision of the City Council and market placement of municipal 
bonds. Therefore, we failed to place municipal bonds of the city of Lviv and Kharkiv, 
Odessa bonds placement is at stake. On the other hand, if we apply fluctuating interest 
rates for municipal bonds, the risks of unprecedented raise in budget spending for bonds 
servicing associated with possible increase of the base for determining fluctuating rate 
will grow considerably. Under the given circumstances, the restriction to place interest 
bonds at the price below their par value will serve an impediment for the local 
governments to execute their lawful authority to borrow. The possibility of issuing 
bonds with interest rate payments and discount placement (discount-interest bonds) upon 
condition of their placement on the Stock Exchange could address the given challenge.  
 
 
 

Comparative Table 
to the Resolution of the Securities and Stock Market State Commission “On 
Approving the Amendments to the Regulation on the Procedure for Issuing 

Municipal Bonds” 
 

Content of the relevant provision 
(norm) 

Content of the relevant provision 
(norm) factoring in the proposed 

amendments 
II. General provisions 

… 
10. During placement, bonds shall be paid 
by the first holder at the price not lower 
their par value except for discount bonds.  
… 

II. General provisions 
… 
10. During placement, bonds shall be paid 
by the first holder at the price not lower 
their par value except for discount bonds 
and bonds placed by public offering on 
the Stock Exchange. 
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Borrowings of Local SelfBorrowings of Local Self--Government Government 
Bodies as Important Instrument for Bodies as Important Instrument for 

City Development FinancingCity Development Financing

3 3 OctoberOctober 20082008

2

Legislative and Normative FrameworkLegislative and Normative Framework
fo  uance of ni i a  Bon sfor Issuance of Municipal Bonds

• Law of Ukraine “On Local Self-Government”
• Budget Code of Ukraine
• Securities legislation of Ukraine (Law of Ukraine “On Securities and 

Stock Market”, Law of Ukraine “On State Regulation of the 
Securities Market in Ukraine”, Law of Ukraine “On the National 
Depository System and Peculiarities of Electronic Circulation of
Securities in Ukraine” etc.)

• Resolution of the Cabinet of Ministers of Ukraine # 207 dated
24.02.2003 “On Approval of the Procedure for Making Borrowings to 
the Local Budgets”

• SSMSC Resolution # 414 dated 7.10.2003 “On Approval of the 
Regulation on Procedure of Municipal Bond Issuance” (in version of 
the SSMSC Resolution # 2285 dated 11.12.2007)
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Municipal BondsMunicipal Bonds:: Legislative DefinitionLegislative Definition

• A bond shall be a type of a security which certifies the owner’s monetary contribution, 
determines relations of borrowing between a bondholder and issuer, and confirms the 
issuer’s obligation to reimburse the bondholder for the nominal value of bond within 
the period of time specified by the terms of payment, and to pay income on bond 
unless otherwise envisaged by the terms of placement.

Article 7 of the Law of Ukraine
“On Securities and Stock Market”

• Municipal bonds shall include domestic municipal bonds and external municipal 
bonds.

• Decision on municipal bond placement shall be taken by the Verkhovna Rada of the 
Autonomous Republic of Crimea, or a city council pursuant to the requirements set by 
the budget legislation.

• Registration of a municipal bond issue shall be conducted by the Securities and Stock 
Market State Commission pursuant to the procedure established by it. 

• Peculiarities of redemption and exercising of rights on municipal bonds shall be 
determined by the terms of their placement.

Article 9 of the Law of Ukraine
“On Securities and Stock Market”

4

Powers and Purpose of Making BorrowingsPowers and Purpose of Making Borrowings

• Exclusively the Verkhovna Rada of the Autonomous Republic of Crimea and city 
councils shall have the right to make domestic borrowings.

Article 16 of the Budget Code of Ukraine
• Decisions on municipal bond issuance shall be adopted exclusively at the plenary 

meetings of city councils.
Article 26 of the Law of Ukraine
“On Local Self-Government”

• The state shall bear no Liability on obligations related to local budgets’ borrowings.
Article 72 of the Budget Code of Ukraine

• A borrowing may be made only to the development budget of the relevant local 
budget. 

• A borrowing shall be made for the purpose of financing of the development budget 
deficit in the relevant local budget.

• Expenses for debt servicing shall be drawn from the funds of the budget general 
fund.

Articles 72, 74 of the Budget Code of Ukraine

USAID ATCI Project, implemented by the Pragma Corporation – Seventeenth Quarterly Report
Attachment 18: ATCI Presentation at Artek, "Municipal Borrowings as an Important Means of City Development Financing”  



3

5

Re i ti s i  Ma i g o row ngRestrictions in Making Borrowings

• Expenses for debt servicing cannot exceed annually 10% of general 
fund expenses in the relevant local budget during any budget period 
when it is planned to service debt.

• Should in the process of principal repayment and payments on its
servicing occur a violation of the schedule of payments on the 
borrower’s fault, the relevant council shall have no right to make new 
borrowings during the next 5 years.

• External borrowings shall be made only by city councils with 
population over 800,000 according to data of the official statistics for 
the period of approval of decisions on making borrowings.

Articles 16, 74 of the Budget 
Code of Ukraine

6

re it atinCredit Rating

• The Law “On State Regulation of the Securities Market in Ukraine” and 
Resolution of the CoM # 207 dated 24.02.2003 envisage mandatory rating 
assessment of municipal bond issues. 

• Maintaining of credit rating throughout the whole period of bond circulation is 
not required.

• Rating assessments which are mandatory according to the law can be done 
exclusively by the authorized rating agencies and/or international rating 
agencies.

• SSMSC Resolution # 198 dated 22.02.2006 identified three international 
rating agencies which have the right to make rating assessments: Standard 
and Poor’s, Moody’s Investor Services, Fitch IBCA.

• SSMSC included “Credit Rating” agency to the State Registry of Authorized 
Rating Agencies.
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Procedure for Making Municipal BorrowingsProcedure for Making Municipal Borrowings

• The procedure for making municipal borrowings is regulated by the 
CoM Resolution # 207 dated 24.02.2003 “On Approval of the 
Procedure for Making Borrowings to Local Budgets”

• City Council decision of a borrowing must contain data on:
- material conditions of the borrowing (principal amount, interest on 
borrowing, as well as deadlines for payment of them);
- form of the made borrowing;
- purpose of borrowing.

8

Procedure for Making Municipal Borrowings Procedure for Making Municipal Borrowings 
(( nt n dcontinued))

A city council files with the Ministry of Finance a written notice on its 
intention to make a borrowing, and attaches to it :

• Draft decision of the city council on making a borrowing;
• Substantiation that the borrowing complies with the requirements

established by the budget legislation, with respect to its ability to fulfill its 
debt liabilities in full volume and within the established period of time;

• Copy of the report on fulfillment of the local budget for the year preceding 
the year in which the decision on making the borrowing is being taken;

• Information on the current status of fulfillment of liabilities on repayment of 
local debt, as well as on situation with settlements on local debt in five 
previous years;

• Substantiation about proceeds of the development budget of local budget’s 
special fund which will be allocated for repayment of principal during the 
whole period of its repayment;

• Data on rating assessment of securities.
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Procedure for Making Municipal Borrowings Procedure for Making Municipal Borrowings 
((continuedcontinued))

• The Ministry of Finance, within 20 days after receipt of the indicated information and 
documents considers them and conducts a check of correspondence between 
volume of expenses for debt servicing and the limits established by the law.

• Based on the results of consideration and checks, a conclusion is made regarding 
compliance or non-compliance of the draft decision with the requirements established 
by the budget legislation, and this conclusion is communicated to the relevant body.

• During consideration of information and documents, the Ministry of Finance has the 
right if necessary to receive according to the established procedure additional 
information which is necessary for preparation of the conclusion.

• Provision by the Ministry of Finance of the conclusion on compliance of the draft 
decision on making the borrowing with the requirements established by the budget 
legislation, is not a guarantee of the state or the Ministry of Finance to fulfill liabilities 
or confirm solvency of the borrower.

• Copy of the decision on making the borrowing is sent to the Ministry of Finance within 
ten days after its adoption. 

• In case of non-compliance of city council decision on making the borrowing with the 
requirements established by the budget legislation, the Ministry of Finance addresses 
the court according to the established procedure asking to recognize such decision 
illegal.

10

d   Mu c pal d sProcedure of Municipal Bond Issuance ––
Open PlacementOpen Placement

SSMSC Resolution # dated 7.10.2003 “On Approval of the Regulation on Procedure for 
Issuance of Municipal Bonds” (in version of SSMSC Resolution # 2285 dated
11.12.2007)

• Approval of the local council’s budget with deficit exclusively in the part of development 
budget for the relevant year and draft decision on making a borrowing in the form of 
placement (issue) of bonds (adoption of the decision on making a borrowing in the form of 
placement (issue) of bonds is possible only if it is mentioned in it that this decision comes 
into force after its approval by the Ministry of Finance of Ukraine);

• Receipt at the Ministry of Finance of the conclusion on compliance of the draft decision on 
making a borrowing with the requirements established by the budget legislation;

• Adoption by the council of the decision on making a borrowing in the form of placement 
(issue) of bonds (or introduction of amendments to the previously adopted decision on 
making a borrowing in the form of placement (issue) of bonds with taking into account the 
comments of the Ministry of Finance of Ukraine);

• Filing of application and all the necessary documents for registration of the bond issue and 
issuance prospectus;

• Registration by the registering body of the bond issue and issuance prospectus, issuance of 
the temporary certificate on bond issue registration;
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Procedure of Municipal Bond IssuanceProcedure of Municipal Bond Issuance ––
O  Pl c e t Open Placement (continued)

• If necessary, adoption of the decision on attraction of the underwriter(s) to placement of 
bonds by the issuer’s body which is authorized to adopt such decision, except cases of 
preexisting agreement(s) with the underwriter(s);

• Assigning of the international identification number to the bonds;
• Conclusion with a depository of the agreement on servicing of bond issuance or with a 

registrar – on maintenance of the registry of the registered bond holders (should these 
agreements be non-existent), except cases of preexisting agreement;

• Production of the securities certificates in case of bond placement (in documentary form) or 
placement of the global certificate (in case of bond placement in non-documentary form);

• Disclosure of information from the registered bond issuance prospectus, through 
publication of the bond issuance prospectus in full volume in the official printed edition of 
the Securities and Stock Market State Commission at least 10 days prior to the beginning 
of open (public) placement of securities;

• Open (public) placement of securities made within the period of time mentioned in the 
decision on bond placement an/or in the issuance prospectus;

• Approval of the results of open (public) placement of bonds by the issuer’s body which is 
authorized to adopt such decision;

• Filing of the report on results of open (public) placement of bonds;

12

d   Mu c pal d sProcedure of Municipal Bond Issuance ––
Open Placement Open Placement ((continuedcontinued))

• Registration by the registering body of the report on results of open (public) placement of 
bonds;

• Receipt of the certificate on bond issue registration;
• Disclosure of information from the registered report on results of open (public) placement of 

bonds, through publication of the report in the same official printed edition of the Securities 
and Stock Market State Commission in which the issuance prospectus of these bonds was 
published, not later than 15 working days from the date of registration of the report on 
results of placement of bonds (series of bonds);

• Filing by the issuer with the depository with which an agreement on servicing of the bond 
issue was concluded and a global certificate was drawn, or with the registrar with which an 
agreement on maintenance of the registry of registered securities owners was concluded, 
of a copy of the certificate on bond issue registration.  On the basis of the certificate on 
bond issue registration, the issuer draws a global certificate for a new quantity of bonds, 
with taking into account the results of bond placement;

• Redemption of bonds which is done within the period of time mentioned in the decision on 
bond placement and/or in the bond issuance prospectus;

• Filing with the registering body of the report(s) on bond redemption within the period of time 
and according to the procedure envisaged by this Regulation.
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Procedure of Municipal Bond IssuanceProcedure of Municipal Bond Issuance ––
l s d Plac me tClosed Placement

• Approval of the local council’s budget with deficit exclusively in the part of development 
budget for the relevant year and draft decision on making a borrowing in the form of 
placement (issue) of bonds (adoption of the decision on making a borrowing in the form of 
placement (issue) of bonds is poss ble only if it is mentioned in it that this decision comes 
into force after its approval by the Ministry of Finance of Ukraine;

• Receipt at the Ministry of Finance of the conclusion on compliance of the draft decision on 
making a borrowing with the requirements established by the budget legislation;     

• Adoption by the council of the decision on making a borrowing in the form of placement 
(issue) of bonds (or introduction of amendments to the previously adopted decision on 
making a borrowing in the form of placement (issue) of bonds with taking into account the 
comments of the Ministry of Finance of Ukraine);

• Filing of application and all the necessary documents for registration of the bond issue;
• Registration by the registering body of the bond issue, issuance of the temporary certificate 

on bond issue registration;
• Assigning of the international identification number to the bonds;
• Conclusion with a depository of the agreement on servicing of bond issuance or with a 

registrar – on maintenance of the registry of the registered bond holders (should these 
agreements be non-existent), except cases of preexisting agreement;

• Production of the securities certificates in case of bond placement in documentary form or 
placement of the global certificate (in case of bond placement in non-documentary form);

14

d   Mu c pal d sProcedure of Municipal Bond Issuance ––
Closed Placement Closed Placement ((continuedcontinued))

• Closed (private) placement of securities made within the period of time mentioned in the 
decision on bond placement an/or in the terms of bond issue (placement);

• Approval of the results of closed (private) placement of bonds by the issuer’s body which is 
authorized to adopt such decision;

• Filing of the report on results of closed (private) placement of bonds;
• Registration by the registering body of the report on results of closed (private) placement of 

bonds;
• Receipt of the certificate on bond issue registration;
• Filing by the issuer with the depository with which an agreement on servicing of the bond 

issue was concluded and a global certificate was drawn, or with the registrar with which an 
agreement on maintenance of the registry of registered securities owners was concluded 
(except cases when registration of rights on bonds is done by the issuer), of a copy of the 
certificate on bond issue registration.  On the basis of the certificate on bond issue 
registration, the issuer draws a global certificate for a new quantity of bonds, with taking 
into account the results of bond placement;

• Redemption of bonds which is done within the period of time mentioned in the decision on 
bond placement and/or in the terms of bond issue (placement);

• Filing with the registering body of the report(s) on bond redemption within the period of time 
and according to the procedure envisaged by this Regulation.
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Elimination of Legal Obstacles: 
Draft Law “On Local Borrowings and Local Guarantees”

• Cancellation of mandatory credit rating for municipal borrowings
• Suspensive veto of the Ministry of Finance for municipal borrowings
• Widening of the circle of subjects of borrowing
• Basket 2: pledge of future proceeds/ contractual write-off
• Reserve fund for debt servicing
• Local borrowing can be made for debt refinancing
• Payment of interest and principal – protected budget items
• Contributions to MFF statutory fund can be done from the state and 

local budgets
• Correlation between MFF bonds and owners’ equity <10:1
• Introduction of amortized bonds

16

Some Financial Aspects of
Municipal Bond Issuance
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Need Investments?

• Assessment of need in investments according to the All-Ukrainian Program for 
Reforms and Development of he Housing and Communal Economy in 2002-
2010:

– UAH 34.8 billion for the following directions:
• Modernization of housing municipal assets (32%)
• Development and reconstruction of water supply and water 

disposal systems (20%)
• Energy saving (13%)
• Replacement and development of municipal electric transport (9%)
• Development and reconstruction of heat supply systems (8%)

• Assessment of need in investments in communal sector according to the 
World Bank for 2006 - 2012 (Noel 2007):

– In heat supply sector – UAH 25 billion
– In water supply and water disposal sector – UAH 35 billion

18

How a City Can Finance Investments?

• City can finance investments:
– With its own sources (development budget)
– Through borrowings

• Borrowings can be made in form of:
– Commercial bank loan
– Bond issue

• Bonds can be issued by:
– City council

• Non-covered bonds (paid from taxes and other proceeds of the city)
– Communal enterprises

• Bonds are paid from company profits or proceeds from the project
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What Can Be Financed with Bonds?

• Capital development and infrastructure projects
• Separate projects may include:

– Reconstruction and construction of roads, bridges and other infrastructure objects
– Reconstruction and modernization of communal enterprises (heating and energy,

water supply, water disposal etc.)

20

Financing Capital Investments:

- More complicated process
(registration at the Ministry of 
Finance and SSMSC)
- High fixed expenses (rating etc.)
- Higher transparency is required
(accounting etc.)

- Smaller interest, higher volumes 
and terms of financing (due to 
competition between investors)
- Collateral is not required
- Formation of public credit history
- Independence from one creditor

Bonds

- Higher interest rates
- Dependence from one bank
- Collateral is required
- Financing is restricted in amount 
and  time

- Simpler process;
- Smaller amount and more flexible 
financing;
- Formation of relations with the 
bank
- Confidentiality

Bank loan

NegativePositive

Bank Loan or Bond Issuance

USAID ATCI Project, implemented by the Pragma Corporation – Seventeenth Quarterly Report
Attachment 18: ATCI Presentation at Artek, "Municipal Borrowings as an Important Means of City Development Financing”  



11

21

INVESTMENT purpose – financing of long-term and significant
capital investment projects at minimal interest rates

FINANCIAL purpose – optimization of the structure of liabilities 
and financial flows

Additional advantages:

• Resolution of a social problem of financial burden distribution between the 
users of a capital investment object

• Increasing investor confidence and improvement of investment climate

• Public credit history (credit rating)

• Citizens and entrepreneurs of the city may invest in their own city and 
receive both financial and indirect advantages from better level of services

• Improvement of city image and recognition by other cities for innovative 
approach to capital investment financing

Advantages of Bond Issuance:

22

Some Issues: Zaporizhya

Yes15.35%01.07.20042 years25000100025 millionZaporizhya
2004

1-A

No10.5%, 
11%, 
11.5%,  
12% 

12.07.20052, 3, 4, 5 
years

75000100075 million 
(25, 20, 
20, 10 
million)

Zaporizhya
2005

1-B,C,D,E

Put option
(offer)

Interest%Date of 
placeme
nt

PeriodNumber of 
bonds

Nominal value, 
UAH

Total value, 
UAH

• Purpose of financing through bond issue included the following investment 
projects:

– Reconstruction and construction of bridges
– Reconstruction of a stadium
– Reconstruction of lighting
– Construction of housing
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Some Issues: Ivano-Frankivsk

No12.0%27.02.2006 5 years550010005.5 млн.Ivano-Frankivsk
1-A

Put 
optio
n

(offer)

Interest
%

Date of placementPeriodNumber of 
bonds

Nominal 
value, 
UAH

Total value, 
UAH

• Purpose of financing hrough bond issue included the following investment 
projects:

– Project “Modernization of Ivano-Frankivsk street lighting”

24

Some Issues: Donetsk

Yes 12,14,16, 
18 (9 
million)

11.75 %12.07.20055 years45000100045 millionDonetsk
2005

(1-B)

Yes12.00 %12.09.20065 years50000100050 millionDonetsk
2006

(1-C)

Yes14 %16.08.20043 years20000100020 millionDonetsk
2004 
(1-А)

Put option 
(offer)

Interest
%

Date of 
placement

PeriodNumber of 
bonds

Nominal value, 
UAH

Total value, 
UAH

• Purpose of financing through bond issue included the following investment 
projects:

– Housing construc ion
– Reconstruction of water supply
– Reconstruction of city downtown
– Capital investments in heating energy
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Municipal Bond Yield

Municipal Bond Yield (15.09.2008)

0%
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0 500 1000 1500 2000

Donetsk 1-B

Kyiv 1-А
Donetsk 1-С

Lugansk 1-B

Lugansk 1-С

Donetsk 1-D

Lugansk 1-A

26

Current issues:

• Kyiv: up to UAH 1 billion, 3y – 12.5%, 4y – 14%, 5y -16.5%

• Lugansk: 5y – UAH 50 million, 15.89% (quarterly payment, effective yield
17.14%)

• Donetsk: 5y – UAH 75 million, 16% (effective yield 17.3%)
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Con ct I form ti n Contact Information 

Access to Credit Initiative,
USAID/Україна

72 Velyka Vasylkivska Str., 5th floor
03150, Kyiv, Ukraine

Tel.: (044) 537-0966
Fax: (044) 537-0967

Serhiy Yurhelevych. Legal advisor.
yurhelevych@pragmacorp.kiev.ua
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Anti-Crisis Package by the Leasing Commission under the Ukrainian League of Industrialists and 
Entrepreneurs 

 
Documents 
proposed to 
be amended 

ATCI Proposals Status 

Law of 
Ukraine “On 
Taxation of 
Enterprise 

Profit” 

Article 5, item 5.4.6, paragraph 3 
To increase amount of inclusion in the tax payer’s 
gross expenditure of expenses on insurance from 
five to ten percent. 
 
Article 7, item 7.3., sub-item 7.3.3. 
To cancel re-valuation of the balance sheet 
currency position. 
 
 
Article 7, item 7.9., sub-item 7.9.6. 
To introduce amendments to the procedure of 
taxation of lease (rent) transactions. 
 
 
Article 8 Depreciation, item 8.6. Norms of 
depreciation, sub-item 8.6.1. 
To change the norm of depreciation of fixed 
assets of Group 3 from six to nine percent. 
 
Article 1, item 1.10, Interest  
To add an item that payments are included in the 
form of interest or commission on financial lease 
agreements.  
 
Article 12., item 12.2., sub-item 12.2.3.  
To establish amount of insurance reserve for 
leasing companies registered as legal entities 
which render financial lease services in the 
amount of 15 percent from amount of debt claims. 

Included in the Draft Law of 
Ukraine # 3306 
 
 
 
Included in the Draft Law of 
Ukraine # 3306 in the version 
proposed by the Committee 
 
 
Submitted for the 2nd reading 
of the Draft Law of Ukraine # 
3306 
 
 
Included in the Draft Law of 
Ukraine # 3306 
 
 
 
Submitted for the 2nd reading 
of the Draft Law of Ukraine # 
3306 
 
 
Included in the Draft Law of 
Ukraine # 3306 

Law of 
Ukraine “On 
Value Added 

Tax” 

Article 3, item 3.2.2  Is not a taxation of 
transaction on accrual and payment of interest or 
commission as part of a lease payment 

 
 
Included in the Draft Law of 
Ukraine # 3306 with restriction 
in triple amount of discount 
rate 
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Documents 
proposed to 
be amended 

ATCI Proposals Status 

Law of 
Ukraine “On 

Financial 
Lease” 

Article 7, part 2.  To reduce the period of 
delinquency on lease payment by the lessee from 
30 to 15 days, after which the lessor shall be 
entitled to refuse from the financial lease 
agreement. To add conditions for making an 
executive endorsement by the notary. 

 
 
Included in the Draft Law of 
Ukraine # 3306 with respect to 
conditions of executive 
endorsement 

Law of 
Ukraine “On 

Executive 
Procedure” 

Article 19. To change requirements to executive 
procedure 

 
Included in the Draft Law of 
Ukraine # 3306 

Law of 
Ukraine “On 

Road 
Traffic” 

Article 34 To introduce amendments regarding 
requirements to registration and record-keeping of 
transport vehicles which are registered by the 
leasing companies for transfer into financial lease.  

 
Submitted for the 2nd reading 
of the Draft Law of Ukraine # 
3306 

Decree of the 
Cabinet of 

Ministers of 
Ukraine “On 
State Duty” 

Article 3, part, item “w” 
To introduce amendments in the state duty for 
certification by the notary of  financial lease and 
rent agreements and to establish in the amount of  
0.1% 

 
Included in the Draft Law of 
Ukraine # 3306 
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 ВИПУСК 2 

ФФААХХІІВВЦЦЯЯММ  ППРРОО  ЛЛІІЗЗИИННГГ  
Вісник  ГО «Союз «Сертифіковані спеціалісти лізингу» 

ЖОВТЕНЬ 2008 

ÎÏÎÄÀÒÊÓÂÀÍÍß ÎÏÅÐÀÖ²É    
ÇÂÎÐÎÒÍÎÃÎ Ë²ÇÈÍÃÓ 

У ВИПУСКУ: 

 
 

До недавнього часу, коли лізингові операції ще не набули широкої 
популярності в Україні, відомості про зворотний лізинг та його застосування 
обмежувалися лише визначенням його, як одного з видів лізингу в ЗУ «Про 
оподаткування прибутку підприємств». Проте за останні роки жорстокі умови 
конкуренції на ринку лізингових послуг спонукали лізингові компанії шукати 
нові більш прогресивні методи залучення клієнтів, які б були привабливими для 
останніх і вигідно відрізнялися на загальному ринку лізингових послуг. 

Одним з таких методів, який є відносно доступним в реалізації та 
безперечно цікавим для категорії клієнтів, які мають нагальну потребу в обігових 
коштах, став зворотний лізинг. За офіційними даними  майже 20% лізингового 
портфелю українських лізингових компаній на кінець минулого року становили 
саме такі операції. На сьогодні зворотний лізинг отримав широке застосування 
серед підприємств реального сектору економіки. Адже не секрет, що більшість з 
них мають відносно застарілі засоби виробництва, а отримати кредит в банку під 
заставу таких фондів майже нереально. Нова техніка коштує дорого і, навіть 
якщо підприємство зможе купити декілька таких одиниць, вони не задовольнять 
потреби в повному обсязі. Разом з тим, придбання необхідних основних засобів 
за рахунок власних грошових ресурсів викличе скорочення обігових коштів, а 
така ситуація не завжди відповідає цілям господарської діяльності. В цьому 
випадку може стати в нагоді зворотний лізинг. Навіть якщо подібну техніку було 
придбано кілька років тому і вона не є новою, вона залишається привабливим 
об’єктом для операцій зворотного лізингу. Отже, беручи до уваги 
вищевикладене, є сенс детальніше познайомитися з обліком та оподаткуванням 
зворотного лізингу в розрізі вимог чинного законодавства України.  

Визначення терміну «зворотний лізинг» дається в пп. 1.18.3. ЗУ «Про 
оподаткування прибутку підприємств». Згідно з ним, зворотний лізинг - це 
господарська операція фізичної чи юридичної особи, що передбачає продаж 
основних фондів фінансовій організації з одночасним зворотним отриманням 
таких основних фондів такою фізичною чи юридичною особою в оперативний 
або фінансовий лізинг. Зворотний лізинг може бути як фінансовим, так і 
оперативним, і, оскільки законодавством не передбачено спеціального 
оподаткування для операцій зворотного лізингу, то лізинговій компанії потрібно 
керуватися загальними правилами оподаткування та правилами оподаткування 
фінансового та оперативного лізингу.  

Суть зворотного лізингу передбачає одночасні взаємні дії з боку обох 
контрагентів такої операції. Так, наприклад, якщо підприємство звернулося до 
лізингової компанії з пропозицією про проведення операції зі зворотного лізингу 
та надало певні відомості про наявні в нього на балансі основі засоби, що можуть 
бути використані в якості предметів зворотного лізингу. (Далі – с.2). 
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РЕЗУЛЬТАТИ ІСПИТІВ ЗА 
ПРОГРАМОЮ СЕРТИФІКАЦІЇ 
ВІД 01.11.2008: 

Кількість учасників курсу: 36 

Кількість осіб, що успішно 
здали усі 3 іспити, та отримають 
Сертифікат спеціаліста лізингу 
– 12 

Загальна кількість 
сертифікованих спеціалістів 
лізингу в Україні на листопад 
2008 р. - 95 
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(Оподаткування операцій зворотного лізингу) 
Контрагентам слід заздалегідь передбачити відповіді 

на окремі питання, які, в свою чергу, можуть впливати 
на податковий облік в цілому. До таких питань 
відносяться: 
1. По якій ціні підприємство має продати власний 
основний засіб лізинговій компанії? 

2. По якій ціні лізингова компанія може передати 
вказаний основний засіб в фінансовий чи оперативний 
лізинг підприємству? 

3. Яка сума лізингового платежу буде справедливою для 
лізингової компанії при передачі вказаного основного 
засобу в лізинг підприємству? 

4. На якій системі оподаткування знаходяться 
контрагенти? 
Підприємство, яке знаходиться на загальній 

системі оподаткування та є платником податку на 
додану вартість, має проводити реалізацію основних 
засобів по договірній ціні, яка в цілях оподаткування 
ПДВ має відрізнятися від справедливої не більш ніж на 
20%. Оскільки об'єктом оподаткування ПДВ є операції 
платників з поставки товарів (робіт, послуг) на митній 
території України (пп. 3.1.1 п. 3.1 ст. З ЗУ «Про податок 
на додану вартість»), то продаж основних засобів в 
межах операції зворотного лізингу також 
оподатковується ПДВ. 

Крім того, відповідно до пп. 7.4.3 п. 7.4 ст. 7 ЗУ «Про 
оподаткування податком на прибуток» положення 
підпунктів 7.4.1 i 7.4.2 щодо застосування звичайних цін 
при придбанні товарів (робіт, послуг) резидентом 
поширюються також на операції з юридичними 
особами, які не є платниками податку, згідно з ст. 10 
зазначеного закону, або сплачують податок на прибуток 
за іншими, ніж платник податку, ставками.  

Отже, з метою нарахування податкової 
амортизації у лізингоотримувача балансова вартість 
об’єкта фінансового лізингу не повинна перевищувати 
рівень звичайних цін для ідентичних (однорідних) 
предметів фінансового лізингу. 

Сформувавши ціну продажу основного засобу 
відповідно до вказаних критеріїв, підприємство продає 
його лізинговій компанії. При цьому, в податковому 
обліку підприємство оподатковує таку поставку 
відповідно до умов ст. 8 ЗУ «Про оподаткування 
прибутку підприємств», а саме - змінює відповідну групу 
основних фондів на суму продажу такого основного 
фонду без урахування ПДВ. Лізингова компанія, яка 
отримала основний засіб у власність, виплачує 
підприємству його вартість та оприбутковує у складі 
товару, якщо за попередньою домовленістю вказаний 
основний засіб буде передано тому ж підприємству в 
фінансовий лізинг. Якщо ж, за попередньою 
домовленістю, лізингова компанія має передати 
основній засіб підприємству в оперативний лізинг, то 
вона збільшує відповідну групу основних засобів на 
вартість придбаного основного засобу без урахування 
ПДВ та нараховує амортизацію (в податковому обліку) 
відповідно до норм та правил, визначених в ст. 8 ЗУ 
«Про оподаткування прибутку підприємств».  

При передачі основного засобу у зворотний лізинг 
підприємству-лізингоодержувачу лізингова компанія 
для цілей оподаткування користується вимогами 
законодавства щодо оподаткування фінансового та 
оперативного лізингу. Так, датою виникнення 
податкових зобов'язань лізингової компанії по ПДВ для 
операцій фінансового лізингу є дата фактичної передачі 

предмету фінансового лізингу лізингоодержувачу; ця ж 
дата є датою виникнення у останнього податкового 
кредиту (за податковим законодавством, передача майна 
у фінансовий лізинг для цілей оподаткування ПДВ 
прирівнюється до його операції купівлі-продажу).  

Подальші розрахунки між сторонами угоди 
зворотного лізингу (сплата лізингових платежів) з 
метою оподаткування ПДВ підпорядковуються вимогам 
пп. 3.2.2 п. 3.2 ст. З ЗУ «Про податок на додану 
вартість». Згідно з ними, об'єктом оподаткування ПДВ є 
операції зі сплати процентів або комісій у складі 
лізингових (орендних) платежів, нарахованих на 
вартість предмету фінансового лізингу (без урахування 
частини лізингового платежу, що надається в рахунок 
компенсації частини вартості предмету фінансового 
лізингу згідно з договором) в сумі, що перевищує 
подвійну облікову ставку НБУ, встановлену на день 
нарахування таких процентів (комісій) за відповідний 
проміжок часу.  

Оплачуючи лізингову послугу, лізингоодержувач 
вносить періодичні лізингові платежі. До складу 
лізингових платежів включено: суму, яка відшкодовує 
частину вартості предмету лізингу; суму, що сплачується 
лізингодавцю. як процент за залучений для придбання 
майна за договором лізингу кредит; платіж як 
винагороду лізингодавцю за отримане у лізинг майно; 
відшкодування страхових платежів за договором 
страхування предмету лізингу, якщо майно застраховано 
лізингодавцем; інші витрати лізингодавця, передбачені 
договором лізингу. 

Порядок оподаткування операцій фінансового 
лізингу (оренди) встановлено пп. 7.9.6 п. 7.9 ст. 7 ЗУ 
«Про оподаткування прибутку підприємств».  

При нарахуванні лізингового платежу лізингодавець 
збільшує валові доходи, а лізингоодержувач збільшує 
валові витрати на таку частину лізингового платежу, яка 
дорівнює сумі процентів або комісій, нарахованих на 
вартість предмету фінансового лізингу (без урахування 
частини лізингового платежу, що надається в рахунок 
компенсації частини вартості майна), за наслідками 
податкового періоду, в якому здійснюється таке 
нарахування. 

Якщо відповідно до договору зворотного лізингу 
лізингова компанія передає підприємству попередньо 
отриманий у нього основний засіб в оперативний лізинг, 
то об’єктом оподаткування стануть лізингові платежі. 
При цьому, до валових витрат підприємства-
лізингоодержувача, відноситимуться суми лізингових 
платежів за результатами їх нарахування. Податком на 
додану вартість при оперативному лізингу (оренді) 
лізингові платежі оподатковуються по першій з подій, а 
саме: 
• по даті отримання лізингових платежів за 
користування предметом лізингу; 

• по даті нарахування лізингових платежів по договору 
оперативного лізингу (оренди) та оформлення акту 
виконаних робіт. 
Оптимістичним підсумком даної статті можна 

вважати той факт, що договори зворотного лізингу 
займають не останнє місце в ряду лізингових договорів, 
кі спрямовані на задоволення вимог та потреб клієнтів. я

 
Науменко Наталя,  

директор аудиторсько-консалтингової групи «Компас»,  
сертифікований спеціаліст лізингового бізнесу
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ÄÈÍÀÌ²ÊÀ ÐÈÍÊÓ Ë²ÇÈÍÃÓ ÇÀ 
Ï²ÄÑÓÌÊÀÌÈ I Ï²ÂÐ²××ß     
2008 Ð. 
 За даними Державної комісії з регулювання 
ринків фінансових послуг, за перші 6 місяців 2008 р. 
було укладено 5718 договорів фінансового лізингу на 
суму 6046,5 млн. грн., що свідчить про деяке 
зниження темпів зростання ринку порівняно з минулим 
роком (Діаграма 1). Основною причиною такого спаду є 
збільшення ставок у банківському секторі, а також 
відсутність доступу до фінансових ресурсів, оскільки 
більшість лізингових компаній фінансують свої угоди за 
рахунок позичених коштів. 

Діаграма 1. Вартість договорів фінансового лізингу, 
укладених протягом кварталу, млн. грн. 

 Вартість об'єктів лізингу, що є предметом договорів, 
укладених за перші 2 квартали, становить відповідно 
2020,4 тис. грн. та 2819,3 тис. грн. (у 2007 р. – 662,3 тис. 
грн. та 4789 тис. грн. відповідно). Кількість суб'єктів 
господарювання, що мають право здійснювати операції 
фінансового лізингу, на кінець періоду досягла 219, 
серед яких 30 фінансових компаній та 189 юридичних 
осіб. Станом на 30.06.2008 р. портфель лізингових угод 
склав 25,9 млрд. грн. (18205 договорів). Динаміка 
портфелю за 2007-2008 р. представлена на Діаграмі 2. 

Діаграма 2. Вартість чинних договорів фінансового 
лізингу на кінець кварталу, млрд. грн. 
 

  
 Зменшення обсягу договорів, укладених у першому 
півріччі 2008 р., призвело до зниження частки лізингу в 
загальному обсязі інвестицій в основний капітал 
(Діаграма 3). 
 

Діаграма 3. Частка лізингу у загальному обсязі 
інвестицій в основний капітал 
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 Для порівняння, відповідний показник у сусідніх 
країнах склав за підсумками 2007 р.: у Болгарії – 20,83%, 
Чехії – 19,5%, Литві – 38,9%, Латвії – 30,9%, Естонії – 
36,4%, Польщі – 14,9%, Румунії – 11% (за даними 
Leaseurope).  
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 Відповідно до ЗУ «Про оподаткування прибутку 
підприємств» лізинг (оренда) класифікується як 
оперативна або фінансова. Відповідно до пп.1.18.2 ст.1 
Закону лізинг класифікується як фінансовий, якщо 
дотримано, зокрема, одну з таких умов:  
▪ об'єкт лізингу передається на строк, протягом якого 
амортизується не менше 75% його первісної вартості за 
нормами амортизації, визначеними статтею 8 цього 
Закону, та орендар зобов'язаний придбати об'єкт лізингу 
у власність протягом строку дії лізингового договору або 
в момент його закінчення за ціною, визначеною у 
такому лізинговому договорі; ▪ сума лізингових 
(орендних) платежів з початку строку оренди дорівнює 
або перевищує первісну вартість об'єкта лізингу; ▪ якщо 
у лізинг передається об'єкт, що перебував у складі 
основних фондів лізингодавця протягом строку перших 
50 відсотків амортизації його первісної вартості, 
загальна сума лізингових платежів має дорівнювати або 
бути більшою 90 відсотків від звичайної ціни на такий 
об'єкт лізингу, діючої на початок строку дії лізингового 
договору, збільшеної на суму процентів, розрахованих 
виходячи з облікової ставки НБУ, визначеної на дату 
початку дії лізингового договору на весь його строк; 
майно, яке передається у фінансовий лізинг, є 
виготовленим за замовленням лізингоотримувача 
(орендаря) та після закінчення дії лізингового договору 
не може бути використаним іншими особами, крім 
лізингоотримувача (орендаря), виходячи з його 
технологічних та якісних характеристик. 
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 Для проведення ефективного аналізу переваг та 
негативних моментів оподаткування оперативного та 
фінансового лізингу розглянемо детальніше визначені 
чинним податковим законодавством принципи та умови. 

(Статтю повністю див. на сайті www.leasepro.org, 
розділ «База знань»).
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ÐÅÃËÀÌÅÍÒ ÐÅÀË²ÇÀÖ²¯ ÏÐÎÅÊÒ²Â Ç Ë²ÇÈÍÃÓ 
 В ході реалізації лізингового проекту вимагається велика кількість документації, що потребує від лізингової 
компанії, як головного організатора, контролю за регламентуванням діяльності усіх сторін, що беруть участь у 
лізинговій операції. Завданням Регламенту є узгодження дій учасників, які здійснюють лізингову угоду, з метою 
якісної й оперативної реалізації лізингового проекту. Строк виконання кожного етапу нормується в реальному 
масштабі часу, після виконання фіксується профільними фахівцями в аркуші адміністрування лізингового проекту. 

№ 
етапу 

Зміст етапу 

  А - Підготовчий етап 

1 
Маркетолог згідно із стратегічним маркетинговим планом компанії, та після обстеження потенційного 
ринку та визначення перспективного сегмента лізингоодержувачів надає таку інформацію фронт-
менеджеру. 

2 

В ході первинної консультації, яку фронт-менеджер надає лізингоодержувачу, останній отримує таку 
інформацію: 
- сутність лізингового проекту, основні умови його реалізації, розмір першого (авансового) лізингового 
платежу, строк лізингу, умови страхування, зобов’язання лізингоодержувача щодо виконання умов 
гарантійного обслуговування предмету лізингу, вартість проекту лізингу при фінансуванні за рахунок 
кредитних ресурсів, основні вимоги до стандартної заявки, схема реалізації проекту та основні положення 
про лізинг. 

3 

Фронт-менеджер: 
1) надає лізингоодержувачу Заявку на отримання лізингових послуг та Анкету лізингоодержувача, а також 

перелік документів, які необхідно надати в лізингову компанію, шаблон типового Договору лізингу 
тощо; 

2) консультує лізингоодержувача з приводу особливостей підготовки пакету документів; 
3) направляє до обраного лізингоодержувачем постачальника шаблон типового договору поставки. 

4 

1) При отриманні Заявки від лізингоодержувача, фронт-менеджер узгоджує умови фінансування з 
фінансовим фахівцем компанії та направляє до нього заявку на резервування фінансування у банку; 

2) Фінансовий фахівець компанії резервує фінансування у відповідному банку; 
3) Фронт-менеджер надає лізингоодержувачу комерційну пропозицію лізингодавця. 

5 
Фронт-менеджер приймає пакет документів у лізингоодержувача, перевіряє комплектність пакету 
документів згідно необхідного переліку, перевіряє відповідність поданих документів вимогам щодо 
оформлення. 

6 Фронт-менеджер готує схему угоди по лізинговому проекту за встановленою формою. 

7 Фронт-менеджер передає профільним фахівцям лізингової компанії документи по проекту на попередній 
аналіз: фінансовий, юридичний та з економічної безпеки. 

8 

Фронт-менеджер: 
1) отримує у письмовій формі від профільних фахівців компанії експертні  висновки в заключну частину 

схеми угоди по лізинговому проекту з попередніми резолюціями про можливість укладання договору 
лізингу (чи неможливість); 

2) передає до секретаря лізингового комітету компанії оригінал Схеми угоди по лізинговому проекту. 
 В - Прийняття рішення щодо лізингового проекту 

9 
В день проведення засідання лізингового комітету компанії, його секретар отримує від фронт-менеджера 
заявку на проведення розгляду проектів та формує порядок денний засідання. 

10 
1) Фронт менеджер робить доклад по лізинговому проекту на засіданні лізингового комітету компанії; 
2) Лізинговий комітет компанії оголошує рішення щодо можливості укладання договору лізингу чи 

відмови від участі в лізинговому проекті. 

11 

Фронт-менеджер повідомляє лізингоодержувача та постачальника про позитивне рішення. 
У разі, коли проект направляється на доробку, фронт-менеджер повинен узгодити з лізингоодержувачем 
додаткові умови з метою повторного розгляду. 
У разі відмови лізингової компанії від участі в лізинговому проекті, фронт-менеджер повинен повідомити 
про це лізингоодержувача. 

12 
З боку юриста, ризик менеджера та фахівця з безпеки компанії готовиться висновок щодо відсутності 
заперечень про укладання договору лізингу  

13 
Фронт-менеджер передає повністю сформовану справу лізингоодержувача до фахівця з підготовки 
договорів. 

14 

1) Секретар лізингового комітету компанії передає по одному з екземплярів оригіналів висновків 
профільних фахівців компанії до фінансового фахівця компанії з метою отримання гарантійного листа 
банку про надання компанії кредиту; 

2) Отримані документи фінансовий фахівець передає до банку та контролює отримання рішення банку 
щодо лізингового проекту.  

(Статтю повністю див. на сайті www.leasepro.org, розділ «База знань»). 

Äîäàòêîâà ³íôîðìàö³ÿ ïðî Ïðîãðàìó ñåðòèô³êàö³¿ ñïåö³àë³ñò³â ë³çèíãîâîãî á³çíåñó òà ÃÎ «Ñîþç «Ñåðòèô³êîâàí³ ñïåö³àë³ñòè 
ë³çèíãó»: Лілія Снігір, радник з лізингу, (044) 537-0966, проект «Ініціатива сприяння кредитуванню», або Лариса 
Шкурка, заступник директора, (044) 428-8893, Аудиторсько-консалтингова група «Компас»  
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Agenda of the Round Table 

December 18, 2008 
(educational building D, room D - 221) 

 
 

9.30 Registration of the round table 
participants and guests 

10.00-10.15 Opening of the session 
10.15-12.00 First session 
12.00-12.30 Coffee break 
12.30-14.00 Second session 
14.00 – 14.30 General discussion 
14.30 Reception 

 
 
 

Questions to be discussed 
 

1. Current crisis and instability in the financial market of Ukraine. 
2. The role of the Association in operation of Ukrainian leasing companies. 
3. The prospects for Ukraine’s transfer into monetary regime of inflation targeting. 
4. Currency regulation in the conditions of unstable financial market of Ukraine. 
5. Anti-crisis measures of the NBU aimed at improving the situation in the monetary 

and credit market. 
6. Financial sector of Ukraine: today and tomorrow. 
7. Current trends in the capital market. 
8. The influence of the global financial crisis on the economy of Ukraine. 
9. Theory and practice of the anti-crisis management of economic entities. 
10. Anti-crisis package proposed by the Association “Ukrainian Union of Lessors”. 
11. Operation of leasing companies under unstable conditions. 
12. Burning leasing problems and ways of their settlement. 
13. The directions of financial stabilization of a leasing company. 
14. Stress-testing as an instrument of assessing potential losses of leasing companies 

under unforeseen circumstances. 
15. Assessment of risks of a leasing company against the background of financial crisis. 
16. Regulation of the lessors’ activity in Ukraine. 

 
The time limit 

 
Report or presentation during the 
session 

             Up to 15 minutes 

Discussion               Up to 5 minutes 
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First Session 
Opening address – Mazaraki А. А., Rector of the KNUTE, Assistant Professor in Economics, 
Professor, Academician of the Academy for Pedagogic Sciences of Ukraine, Honored Worker of 
Science and Technology of Ukraine 
 

Speaker Topic 
Lagutin V. D.  
Professor, Assistant Professor in Economics, 
Head of the Economic Theory and Competition 
Policy Chair 

Current crisis and instability in the 
financial market of Ukraine 

Murga М. 
Executive Director of the Association “Ukrainian 
Union of Lessors” 

The role of the Association in operation of 
Ukrainian leasing companies 

Ryazanova N. S. 
Phd in Economics, Financial Analyst of the 
International Financial Corporation 

Current trends in the capital market 

Sushko N. M. 
Phd in Economics, Assistant Professor of the 
KNUTE Banking Chair 

The influence of the global financial crisis 
on the economy of Ukraine  

Otchenash К. G. 
Commissioner of the State Commission for 
Regulation of Financial Service Markets 

Regulation of the lessors’ activity in 
Ukraine 

Petryk О. І. 
Phd in Economics, Director of the Department for 
Economic Analysis and Forecast under the 
National Bank of Ukraine 

The prospects for Ukraine’s transfer into 
monetary regime of inflation targeting 

Lupin О. B.  
Phd in Economics, Deputy Head of the Currency 
Transactions Office of the Department for 
Currency Reserve Management and Transactions 
in the Open Market under the National Bank of 
Ukraine 

Currency regulation in the conditions of 
unstable financial market of Ukraine. 
 

Second Session 
Speaker Topic 

Slavianska N. G. 
Phd in Economics, Assistant Professor, Deputy 
Director of the Scientific Research Center under 
the National Bank of Ukraine 

Anti-crisis measures of the NBU aimed at 
improving the situation in the monetary 
and credit market 

Krylova V. V. 
Phd in Economics, Head of the Research 
Department of the Financial and Banking System 
of the Scientific Research Center under the 
National Bank of Ukraine 

Financial sector of Ukraine: today and 
tomorrow 

Ligonenko L. О. 
Phd in Economics, Professor, Head of the 
Business Economics Chair 

Theory and practice of the anti-crisis 
management of economic entities 

Saus Т. М 
General Director of the “Laska Leasing” LLC 

Anti-crisis package proposed by the 
Association “Ukrainian Union of Lessors”. 
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Zolotariova L. S. 
General Director of the “VAB Leasing “ 

Operation of leasing companies under 
unstable conditions. 
 

Fedorova T.V. 
Chief Legal Adviser, “Raiffeizen Leasing Aval” 

Burning leasing problems and ways of 
their settlement 

Snigir L. Ya. 
Phd in Economics, Adviser, The USAID Access 
to Credit Initiative Project 

Assessment of risks of a leasing company 
against the background of financial crisis. 
 

Stasyuk L. L. 
Phd in Economics, Assistant Professor of the 
KNUTE Business Economics Chair 

The directions of financial stabilization of a 
leasing company. 
 

Shulga N. P. 
Assistant Professor in Economics, Professor, 
Deputy Head of the KNUTE Banking Chair 

Stress-testing as an instrument of assessing 
potential losses of leasing companies under 
unforeseen circumstances. 
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Notes from Leasing Round Table Leasing Companies’ Operation in the Context of Unstable 
Financial Market, Kyiv, December 18, 2008 

 
1. Anti-crisis measures of the NBU in the monetary and credit market: 
 

• Current transition to the flexible exchange rate was caused by: 
- high and unstable inflation rate; 
- unfair distribution of profits; 
- dependence on foreign markets situation; 
- low level of foreign investments in the economy (USD 500 per capita as of 2007); 
- increase of banks’ foreign exchange risks; 
- increase in consumer goods imports; 
- foreign currency imbalances; 
- real estate market overheating; 
- lack of independent monetary policy (opposite to the passive one in the form of market 

interventions) 
 

• When the crisis is over, Ukraine might need to consider the possibility of introducing 
inflation targeting, which means declaring certain inflation target (range) and achieving it 
typically by adjusting the interest rates. Such policy calls for a high degree of transparency 
and accountability of the central government which seams problematic under the current 
circumstances; more to it, it cannot be introduced while the financial crisis is in place. 

 
• Anti-crisis Resolution of the NBU no.319 dated 11.10.2008 led to stopping of deposit 

outflow, on the one hand, and emerging of the black foreign exchange market, on the other 
hand. Credit squeeze took place with the interest rates reaching as high as 70-80%. The 
possible way out is for the government to create a “refinancing window” (UAH 100-200 
billion) for the real sector of economy with acceptable interest rates (around 20%). 

 
2. Anti-crisis package proposed by the Ukrainian Union of Lessors (submitted to Verkhovna Rada 
as part of the Draft Law no. 3306): 
 

• Taxation: 
- increase insurance costs from 5% to 10% (are part of gross expenditures); 
- introduce accelerated depreciation of leased assets (9% from 6%); 
- indicate interest paid on loans granted by affiliated entities as gross expenditures; 
- eliminate VAT on commission fees received by leasing companies to ensure their equal 

treatment with banks, or, alternatively, introduce another reference value, instead of the 
NBU interest rate, for calculation of tax basis. 

 
• Misc.: 

- simplification of procedures of leased asset withdrawal 
 
3. Measures introduced by leasing companies to carry on their operations under current conditions: 

- increase of down payments (to 30-50%); 
- reduce of terms of lease agreements (up to 3 years); 
- introducing of loyalty strategies; 
- toughening of requirements for potential lessees. 

 



USAID ATCI Project, implemented by The Pragma Corporation – Seventeenth Quarterly Report 
Attachment 22: Notes from the Leasing Round Table “Leasing Companies’ Operation against the Background of the 
Unstable Financial Market” 
 
 

4. Short-term prospects of leasing market development: 
- increase of demand for financing in national currency; 
- increase of demand for car leasing on the part of individuals; 
- demand for cheaper equipment; 
- further increase of interest paid on loans as well as insurance tariffs; 
- growth of used assets market; 
- almost total absence of commercial real estate lease transactions; 
- decrease of the average amount of financing; 
- nearly 30% of leasing companies existing will go off the market with intensification of 

M&A process.  
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Leasing Market Dynamics as of the 3rd Quarter of 2008 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
New Leases (UAH, mln) 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Leasing Portfolio (UAH, mln) 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Leasing Penetration Rate 

2858,84970,94990
3595,22451,3755,1 6161,7

1Q. 2007 2Q. 2007 3Q. 2007 4Q. 2007 1Q. 2008 2Q. 2008 3Q. 2008

29,5

9,7
4,6

21,67
25,9

14,6
20,2

1Q. 2007 2Q. 2007 3Q. 2007 4Q. 2007 1Q. 2008 2Q. 2008 3Q. 2008

6,70%

9,60%

22,10%

9%

7,50%

3,80%

27,10%
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2Q. 2007

3Q. 2007

4Q. 2007

1Q. 2008
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October 24, 2008

NOTE: Changes shall be indicated in RED for deletions;  PINK for 
additions.

1. Draft Mobilization Plan RD
2. Draft Work Plan/1st Year and 2nd Year RD, DL
3. Agree Work Plan with USAID SSM, RD, DL

1. Establish Reporting Relationships RD
2. Identify possible ST and Timeframes RD, DL
3. Rent and equip office space, hire local staff, open bank accounts, rent apartme RD
4. Meet Key Individuals, Client, Counterparts, Participants, GOM RD

1. Quarterly Reports RD/SSM
2. Develop Performance Monitoring Plan MF, RD, DL
3. ATCI Senior Staff Meeting, weekly with advisors SSM
4. ATCI Staff Meeting, monthly for all staff SSM
5. ATCI Staff Retreat or Team Building Activities All

1. IUE review of CML training materials and methodology for applicability to 
Moldova : Assess mortgage activity; understand practices and policies of 
participants/regulators, etc.

AK, NR, MB

2.  Select candidates from banks and financial institutions engaged in mortgage 
lending

MB, RD

3. a. Deliver a series of three CML courses in Chisinau, 2 programs during the firs
year: first program for mortgage professionals and second program for training 
providers

AK, NR

3.b. Deliver a complete CML program in Tiraspol, as approved by US 
Ambassador, to 6-8 commercial banks; 24 trainees

AK, NR

4. For second year, the third program implemented by training providers which is 
supervised by STTA-IUE CML trainers

AK, NR

5.Conduct assessment of current mortgage activity and impact assessment of 
Certified Mortgage Lender Program (CMLP) on the mortgage lenders and on their 
lending practice

MB

6.  Assist ABM in conducting one full CML training course on a commercial basis. MB

6. Assessment of rural lending; titling, title registration, appraisal, and of basic 
element of profitable agricultural production units.

MB

7. Deliver specialized mortgage trainings related to above and legal framework, if 
applicable and as needed.

MB, ST, SA. AB

8.  Conduct seminars on risk management of mortgage portfolios; distribute 
Average Monthly Prepayment template

SSM/MB

1. Promote standardized rules, procedures, documentation for retail mortgage 
lending in Moldova   

MB,

2. Select candidate banks and financial institutions for on-site assistance (On
going), and as requested. MB

3. Provide on-site technical assistance (On-going) MB, ST

1.  Analyze insurance and mortgage markets for existing products/practices STTA
2.  Assess legal and regulatory framework STTA
3.  Assess existing actuarial data (mortality tables) STTA
4.  Identify candidate insurers SSM
5.  Develop term sheet and rate structure STTA/SSM

                                          

Oct Nov Dec
2008-2009

Jan Feb Oct Dec Jan Feb
2007-2008

Nov Dec Jan Feb Mar Aug Sep

The Pragma Corporation Work Plan:  Access to Credit Initiative, Moldova

Apr May Jun Jul Aug SepActivity Description
2006-2007 - 

Nov Jun JulApr May
3rd Quarter 4th Quarter

Mar

MORTGAGE LENDING COMPONENT

B.  Assist Banks in Undertaking Mortgage Lending

C.  Develop Mortgage-Related Life Insurance Products "as possible in 
Moldova"

B: Mobilization

Staff

A: Implement Certified Mortgage Lender Program

Contract Management

A: Work Plans

C: Project Administration

5th Quarter 6th Quarter 7th Quarter 8th Quarter

NOTE: GREEN indicates "completed'; LIME indicates "to be completed".  
1st Quarter 2nd Quarter
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Oct Nov Dec
2008-2009

Jan Feb Oct Dec Jan Feb
2007-2008

Nov Dec Jan Feb Mar Aug Sep

The Pragma Corporation Work Plan:  Access to Credit Initiative, Moldova

Apr May Jun Jul Aug SepActivity Description
2006-2007 - 

Nov Jun JulApr May
3rd Quarter 4th Quarter

Mar
Staff

5th Quarter 6th Quarter 7th Quarter 8th Quarter1st Quarter 2nd Quarter
6. Assist in drafting  policy SSM/STTA

7.  Conduct roundtables with mortgage lending banks and financial institutions SSM/STTA

8.  Launch product SSM

1. Needs assessment of appraisal and real estate association or organizations MB, SA, AB

2. Facilitate development and use of unified methodology for appraisals MB, TBD

3. Design training and capacity building programs for associations to comply with 
int'l. norms

MB, TBD

4. Facilitate associations' membership /participation in brokerage and appraisal 
associations.; organize study tours to the US

MB, RD, TBD

5. Assessment of Realtors' certification (program) and appraisal standards, IRPF SSM, MB, NF

1.  Establish Legal Working Group to assess legal basis and regulatory framework RD, SA, AB, MB

a) Pledge Law--multiple pledgees SA, AB, MB
b) Bankruptcy Statutes--pledge excluded from bankruptcy estate SA, AB, MB
c) Trust Law--bondholder representative SA, AB, MB
d) Other Laws as applicable SA, AB, MB

2.  Draft legal provisions as needed SA, AB
3.  Promote legal provisions to professionals, regulators, Ministries, etc. MB, SA, AB
4.  Select candidate issuer(s) MB, MG
5.  Conduct portfolio analysis    RD, MG
6.  Develop standardized indenture SSM
   a. Perform cost/benefit analysis of credit enhancements MB, MG
7.  Draft investment memorandum SSM, MG
8.  Registration and Listing SSM,MG
9.  Identify potential investors SSM,MG
10.  Conduct "road show" SSM,MG
11.  Price and place issue SSM,MG
12,  Deliver Road Map/Guide to "Preparing for Covered Bond Issuance in 
Moldova"

SSM, MG

13.  Conduct two seminars on the legal structure of the Moldovan covered bond. SSM/MG/SS/AS

Assessment of Credit Bureau Status and Feasibility of Establishment of Credit 
Bureau System in Moldova

RD, JP, MG, MB 

Phase I -Review current status of development of CIC RD,JP, MB, MG
1)  Coordinate Disparate Groups (Providers, Users, Government) and 
Consolidate Interests - Overall Project Coordination

JP or OK

a) Develop and Establish linkages with Primary International Credit Bueau 
Operators

JP

b) Develop plan for banks to participate as providers of info for  CB JP
c) Sponsor visits to potential foreign CB partners (Experian, CRIF and/or 
Schufa), if applicable.

JP

d) Secure Final buy-in of local data providers and users JP

2) Determine and review CIB development strategy with government and
counterparts: Review availability, activity, and accessibility of (a) credit info; (b) 
other pertinent borrower data;  (c) credit data used by financial intermediaries; 
and (d) credit reporting.

JP, MB, OK

3) Market best approach for structuring, establishing and operating CIB JP, MB, OK
4) Analyze and Coordinate Passage of Law JP, SA, AB

a) Seminars with key government ministries (data providers) and public 
(articles)

JP, SA, AB

5) Review and shape Regulatory Framework; Draft and Monitor Legislation and 
Regulations

JP, SA, AB

D.  Develop the Capacity of the Real Estate Appraisal and Brokers' 
Associations "as possible in Moldova"

E.  Develop a Mortgage-Backed Securities Capability (see Fixed Income 
Component below) "as possible in Moldova"

F. Facilitate Establishment of a Commercial Credit Information Company 
(Included in Mortgage Lending Component) "as appropriate in Moldova"
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Oct Nov Dec
2008-2009

Jan Feb Oct Dec Jan Feb
2007-2008

Nov Dec Jan Feb Mar Aug Sep

The Pragma Corporation Work Plan:  Access to Credit Initiative, Moldova

Apr May Jun Jul Aug SepActivity Description
2006-2007 - 

Nov Jun JulApr May
3rd Quarter 4th Quarter

Mar
Staff

5th Quarter 6th Quarter 7th Quarter 8th Quarter1st Quarter 2nd Quarter

Promote single Crediit Bureau for Moldova MB

G. Build Capacity of Participating Banks to Maximize Benefits of CIC in 
Moldova as appropriate.
Phase II. Work with market participants JP, MB, OK

Overall coordination of activities aimed at the promotion and development of 
credit bureau system MB, OK

a) Consent clause - convince the market, draft the wording of consent clause, 
recommend  consent clause placement in the appliaction form 

JP

b) Advise on RFP responses and selection process of successful bidder from 
among CB operators as appropriate 

JP

c) Reciprocity and access rights (data suppliers and data users) JP
d) Data sharing (positive and negative data, scope of data, data masking, 
possible payment/data sharing arrangements) 

JP

e) Work with public record holders (CBs will have to conclude separate 
agreement with each public record holder) 

JP

   f) Securing involvement of mobile phone operators, insurance companies, 
i i

JP

Phase lll. Work with regulators, market education and public awareness efforts   JP, MB, SA

a) Shape regulatory debate and assist in drafting CB regulations and licensing 
requirements 

JP, MB, SA, AB

b) Market education and public awareness campaign (publication of articles, 
etc.) 

JP, MB

c) Regional workshops (to promote CBs and effedtive use of CB products) JP, MB
d) Develop and deliver package of training programs JP, MB

i)  Banking Sector training JP, MB
ii)  Agricultural Sector Training JP, MB
iii)  Leasing Sector Training JP, MB

H.  Develop and Prepare Business Plan for CIC  
1) Define business and operations plan for Credit Information Bureau JP, MB, OK
2) Outline Package of Technical Requirements JP
3) Discussions with Government Data Providers JP

   4) Prepare and deliver RFP
i)  Review Business Plan with domestic banks and other local investors JP, MB

      ii) Review Business Plan with Bankers’ Association and other Business Groups JP, MB

5) Secure Buy-in to Business Plan of Foreign Investors and Banks JP,  MB

1.  Review and assess legislation (e.g., pledge law, bankruptcy law, trust law, 
securities market law) for gaps and needs re: issuance of corporate and mortgage
bonds

AS, SS,MG

2.  Work with the National Securities Commission (or its evolved role as Mega 
Regulator, "MR", as of 7.2007, the National Commission of Financial Market, 
NCFM) building capacity for understanding and implementing issuance of bonds 
and regulating the markets

SA, AB, RD, MG

2.a.  Assist Ministry of Justice with software changes to registry of moveable 
property.

MG,SSM,MB

3. Analyze financials of potential issuers for issuance of corporate bonds (see 
Task B below)

MG

4.  Work with the NCFM in capacity building regarding transparency and disclosur
issues in bond related regulation

RD, MG

  a.   Ensure NCFM is continuing in easing bond related legislative and regulatory 
requirements

RD, MG

   b.  Install Automated Disclosure System at NCFM                         NOTE: due to 
EBRD's proposal to develop and install a Disclosure System, this activity is 
dropped; instead, ATCI will provide guidance to the NCFM in disclosure 
requirements and best practices regarding debt instruments

RD,ST

FIXED INCOME COMPONENT

A.  Assess and Implement Regulatory Reform in Moldova
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Oct Nov Dec
2008-2009

Jan Feb Oct Dec Jan Feb
2007-2008

Nov Dec Jan Feb Mar Aug Sep

The Pragma Corporation Work Plan:  Access to Credit Initiative, Moldova

Apr May Jun Jul Aug SepActivity Description
2006-2007 - 

Nov Jun JulApr May
3rd Quarter 4th Quarter

Mar
Staff

5th Quarter 6th Quarter 7th Quarter 8th Quarter1st Quarter 2nd Quarter
5.  Review and provide recommendations on regulations re: investment advisors 
and ratings agencies 

RD, MG

6.  Analyze authority of NCFM re: investigative powers and enforcment abilities; 
make recommendations for strengthening capabilitites

RD, SA, AB, OM

7.  Work with NSC in helping them develop into a Mega Regualtor; provide time 
bound action plan for activities necessary for implementation

OM, RD

8.  Analyze laws, regulations, and practices for compliance with int'l. standards, 
making recommendations for activities

MG, RD, SA, AB

9.  Analyze and assess private pension fund law and system (legal and institutiona
framework) in Molodva (added Jan 2008)

1.  Analyze companies' financials for possible candidates for bond issuance, 
focusing on creditworthiness, needs, and attractiveness for investors

 MG, ST

   a.  Select top 10 candidates for issuance, including those companies which have
already issued corp. bonds.

MG, RD

  b.  Meet with executives of these companies for their understanding and desire t
issue bonds

RD, MG, ST

  c.  Presentation of bond workshops aimed at potential issuers as well as potentia
buyers of bonds, for higher education, discussing possible benefits and potential 
risks

RD, MG, ST

 d. Organize and hold Bond Conference (added 09.2007) RD

2.  Assist companies in issuance of corporate bonds. (See electric comment as to 
types of assistance.)

SSM, MG

1.  Assess Status of GOM debt market including impediments to development
MG, ST

MG, RD

3.  Assist in process to construct L/T Yield Curve MG, SSM, MB
4.  Respond to Ministry of Finance request for assistance in recapitalizing Nationa  
Bank of Moldova

SSM,, MG,MB

1. Polling the financial community for interest in leasing courses from which 
successful particpants will graduate as Certified Leasing Specialists.

RH, LA

2. Assess the Moldovan leasing market and activities and adapt the CLS Program 
for Moldova

LA, LS, SK

3. Identify local potential Training Providers to provide Trainers to attend and to 
eventually administer CLS training program

LA, LS

4. Identify potential members for setting up NGO/Int'l Leasing Association LA, LS, SK, BH
5. Short term expert to visit Chisinau meeting with potential Training Providers and
to assist with adapting CLS training course and assisting with setting up Leasing 
Assn/NGO.

LA, LS

6. Initiate process of setting up Moldovan Leasing Assn./NGO (with CEED?) LA, LS, SK, BH
7. Develop Strategy for CLS Program for Moldova for Training of Trainers  LA
       a) Development of Content/Study-Guide
       b) Develop Training Modules
       c) Develop Examination
       d) Establish Local Training Providers
8. Design and launch leasing training course seminars mainly for professionals but 
also for Trainers from potential Training Providers.

LA, ST

9. Implement Outreach Network  and Provide Consulting Services
       a) Hold/Participate in conferences/roundtables on state of leasing industry for 
government officials, media, and industry participants
        b)Prepare and distribute educational materials on various aspects of 
international best practices 
        c)Provide consulting on organizational and marketing issues DS
10.   Deliver Seminars for Other Industry Participants LA, ST

a) Vendors
b) Potential Lessees

C.  Assist GOM and NBM in Constructing Long-Term Gov't Yield Curve in
Moldova

2.  Assist in the design of a functioning repurchase market

B. Develop Pilot Corporate Bonds in Moldova

A.  Build Capacity of Market Participants

FINANCIAL LEASING COMPONENT
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REPORT 
on the 4th Certified Mortgage Lender Program 

Module I “Mortgage Lending Bases” 

Training period: November 25-28, 2008 

Training provider: Access to Credit Initiative / Moldova in cooperation with Financial Banking 

Consulting and Training Center “ABM Consulting” of Moldovan Banks Association 

 

Overview: 

Establishing an efficient mortgage lending sector is one of the major objectives to be reached by the financial 

community of Moldova, including formation of professionals in mortgage area based on international 

experience and best practices. The preparing of trainers, certified in Mortgage Lending represents the 

forecasted contribution of the ATCI Project to the establishment of qualitative international standards for 

financial professionals in the Republic of Moldova. 

Since the beginning of the Project activity, ATCI is permanently looking for local partners for collaboration and 

cooperation, which, later – after the closing of the Project – could take over the management and 

administration, on a commercial base, of the Certified Mortgage Lender Program (CMLP). 

Finally, the Financial Banking and Consulting Training Center “ABM Consulting” of Moldovan Banks Association 

(ABM Consulting) has been selected as a local training provider for CMLP. While selecting the partner for CMLP, 

ATCI took into account the following: 

 the major contribution of the Moldovan Banking Association to the development of training and 

consultancy market of Moldova; 

 qualifications and professionalism of persons proposed by the Moldova Banking Association as CMLP 

trainers; 

 as well as the contribution which CMLP could add to the strengthening of the Moldova Banking 

Association position within the financial community of Moldova.   

The 4th Certified Mortgage Lender Program 

The 4th CMLP derived from training courses offered by the Institute for Urban Economics (IUE) in other 

countries, with some adaptations relevant to the mortgage activities, economical environment and legislative 

framework of Moldova. 

FINANCIAL-BANKING CONSULTANCY & TRAINING CENTER 
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The 4th CMLP is implemented by the local training provider – ABM Consulting – under the aegis of 

ATCI/Moldova. 

 The 4th CMLP consists of 3 modules, which will be held from November 2008 to February 2009: 

 Module I – November 25-28, 2008 

 Module II – December 2008 

 Module III – January/February 2009 

Each module of CMLP implies an evaluation test of training participants. The participation in the first two 

modules and the positive results of the evaluation tests is confirmed by a separate Certificate for each module. 

The participant of CMLP obtains a Certificate of mortgage specialist if he attended all three modules and the 

results of all tests are positive. This report contains the description and results of Module I of the 4th CMLP. 

Participants of 4th CMLP 

Number of participants: 13 

Number of represented institutions: 7 

including:  

Commercial banks 5 

Audit companies 1 

Governmental bodies 1 

The list of participants is attached (Appendix 1). 

Training process 

The trainers of ABM Consulting held Module I of the 4th CMLP themselves. In the mean time, we should mention 

that the trainers of ABM Consulting were formed by IUE representatives. 

The list of the experts who, on behalf of ABM Consulting, participated as trainers in 4th CMLP:  

 economic and methodology compartment: 

- Irina DICOVA – PhD in economy, University professor, Academy of Economic Studies (1st CMLP ); 

- Alisa SAVVA – expert of ATCI/Moldova (3rd CMLP); 

 legal compartment: 

- Andrei Caciurenco - Partner of Company “A.C.I. Partners” Ltd (1st CMLP). 

During the first module the following subjects have been discussed: 

1. Mortgage lending process main tasks, elements and stages  

2. The experience of Western and Eastern European countries in organization of mortgage lending system 

3. Main risks of housing mortgage lending 

4. Mortgage law historic development  

5. Lender preliminary evaluation.  Collection of documents to submit an application for mortgage housing 

lending 
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6. Evaluation of the probability to pay off the loan  (underwriting procedure) 

7. Mortgage lending legal base 

8. Mortgage lending traditional instruments, loan payments calculation schemes 

9. Mortgage lending indexed instruments 

10. Mortgage lending primary and secondary markets.  Mortgage refinancing models, based on examples 

from Germany and US   

11. The experience of countries with the economy in transition in mortgage lending (based on examples 

from Kazakhstan and Russia) 

12. Residential saving programs in mortgage lending system  

 

 

General results 

The Module I of the 4th CMLP was finalized by a test offered to the participants. The certificates for Module I 

were handed to 10 participants; other 3 participants did not attend the test. The certificates were given taking 

into account the results of the tests of each participant and according to the written disposal of the Director of 

ABM Consulting (the copy of the disposition is attached – Appendix 2). 

At the end of each day the participants were offered the chance to evaluate the quality of all modules and 

training in general, as well as the trainers’ qualification. 

Cumulative grades for Module I (grade scale:  min. – 1 point, max – 5 points) 

No. Item Cumulative grade, points 

1 I have obtained new knowledge during training 4,88 

2 I will use the new knowledge within my daily work 4,88 

3 The methodology of training 4,75 

4 The practical exercises 4,75 

  TOTAL cumulative grade 4,81 

 

 

Cumulative grades of trainers (grade scale:  min. – 1 point, max – 5 points) 

No. Item Cumulative grade, points 

1 Irina DICOVA 5,00 

2 Alisa SAVVA 5,00 

3 Andrei CACIURENCO 4,88 

  TOTAL cumulative grade 4,96 

 

 

 

Most frequent answers to the question “What did you like the most?” were the following: 

 Useful and accessible information, and good trainers 

 Professional level of trainers 

 New approach regarding mortgage 
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 New knowledge on underwriting 

 Actuality of the topics 

 The credit instruments (legislation, secondary market of mortgage credits, subprime crisis) 

 Good organization of training. 

The participants answering the question “What did you dislike the most?” mentioned the following 

shortcoming:   

 The training is in Russian, it’s difficult to take notes  and think in Russian;   

 There is no enough time to study for tests. 

Participants’ proposals and recommendations: 

 It would be very useful to learn at least the terminology in Romanian 

 It would be very useful if each participant will introduce himself at the beginning of the training – this will 

create a more friendly environment 

 To make mini-games during coffee-breaks – it will relax participants 

 More practical exercises and games. 

These comments/wishes will be taken into account while organizing the next modules of the 4th CMLP and as 

well as for next training programs. 

 

 

Budget of Module I 

The participation fee for Module I of the 4th CMLP is 1,500 MDL (about 145 USD) per participant. The fees were 

paid by 10 participants (other 3 participants were exonerated of fees). 

NOTES: 1 USD : 10,30 MDL 

 
Set of materials: 16 (13 participants & 3 trainers) 

 
Number of participants who paid the fee: 10 

 
Yellow cells show the expenses covered by ATCI/Moldova (inestimable) 

 

 

Incomes / Expenses / Profit 
   

No. Item 
1 participant, 

MDL 
10 participants, 

MDL 
10 participants, 

USD 

1 Incomes 1 500 15 000 1 456 

2 Expenses  1 210 12 142 1 179 

3 Profit  290 2 858 277 

    
     
 
 
 
 

   
USAID ATCI Project Moldova, implemented by the Pragma Corporation – Ninth Quarterly Report
Attachment 2:   ABM Consulting CML First Module Training Report



 

5 

Detailed expenses 

No. No. Cost item Units 
Cost per unit, 

MDL 
Total cost, 

MDL 

1 1 Premises 1 0 0 

2 2 Projector & PC 1 0 0 

3 3 Renting of financial calculators 13 0 0 

4 4 Folders & resources for binding 16 30 480 

5 5 Paper (A4 box) 3 55 165 

7 7 Pens 16 3 48 

8 8 Notepads 16 10 160 

9 0 Certificates 13 15 195 

10 10 Flip-chart paper 1 0 0 

11 11 Binding of materials 16 0 0 

12 12 Cartridge refill 1 0 0 

    Total 1:     1 048 

13 1 Coffee & Tea (3,5 days) - - 150 

14 2 Biscuits (3,5 days) - - 320 

15 3 Mineral Water 0.5 (3,5 days) 90 5 405 

    Total 2:     875 

16 1 Trainers' fees (600 MDL per course) - - 7 200 

17 2 Banking commissions - - 200 

18 3 Project manager's salary (3,5 days) 3,5 250 875 

19 4 Taxes (27% of trainers' fees) - - 1 944 

20 5 General assistance (cleaning, serving) 1 0 0 

    Total 3:     10 219 

     TOTAL EXPENSES (Total 1 + Total 2 + Total 3)    12 142       
    
 

Final consideration 

Despite the major interest for mortgage, there was a limited number of institutions which had delegated 

representatives to attend the 4th CMLP. As a results, just 13 participants have attended Module I. This situation 

was caused by the following consideration (communicated by financial institutions): 

1. The previous CMLP was offered on free basis, without payments from participants 

2. The new Law on mortgage has established new procedures and norms related to mortgage. Some 

financial institutions consider that the new law creates barriers in the development of the mortgage 

market. That’s why some financial institutions are not interested to invest in  the internal infrastructure 

for mortgage operations 

3. Some of the commercial banks do not offer mortgage credits and do not intend to develop this product 

in the near future 

4. Modules II and III of the 4th CMLP are going to be organized during December 2008 – February 2009. 

Usually, this period is very active for financial institutions and supposes the presence of workers at their 

working place. 

In the mean time, the organization of the 4th CMLP by ABM Consulting in cooperation with ATCI/Moldova is very 

important for the future trainings. The common organization of the 4th CMLP is insuring transfer of best 

practices and logistical issues from ATCI/Moldova to ABM Consulting. 
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Appendix 1 List of participants 

№ Name Position Company 

1 Ilona PANURCO Senior consultant, Departamentul 
servicii juridice şi fiscale 

PRICEWATERHOUSECOOPERS AUDIT SRL 

2 Sergiu CRECIUN Economist coordonator, Direcţia 
credite 

BANCA DE ECONOMII 

3 Angela BÎNZARI Economist coordonator, Direcţia 
credite 

BANCA DE ECONOMII 

4 Ludmila DONCIU Şef al Secţiei Creditare Ipotecare şi de 
Consum 

EXIMBANK 

5 Alexandru ŢURCAN Şef adjunct Secţia Credite fil. 19 EXIMBANK 

6 Oleg PETELCA Director adjunct al filialei nr. 18 or. 
Balti 

EXIMBANK 

7 Sergiu TOFILAT Şef adjunct Secţia Credite fil. 20 EXIMBANK 

8 Nina LIBONI Economist, Departamentul creditare BANCA SOCIALĂ 

9 Irina CERGA Economist, Secţia credite EUROCREDITBANK 

10 Natalia PĂDURARU Economist MOLDINDCONBANK 

11 Irina CUMURCIUC Economist MOLDINDCONBANK 

12 Alina DIMA Consultant principal, Departamentul 
plasamente colective şi microfinanţare 

COMISIA NAŢIONALĂ A PIEŢEI FINANCIARE 

13 Lilia SAMSON Consultant principal, Departamentul 
plasamente colective şi microfinanţare 

COMISIA NAŢIONALĂ A PIEŢEI FINANCIARE 
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Appendix 2 Copy of Order of ABM Consulting on delivering the certificates for 4th CMLP participants 

 

USAID ATCI Project Moldova, implemented by the Pragma Corporation – Ninth Quarterly Report
Attachment 2:   ABM Consulting CML First Module Training Report



 



 
 
 
 
 
 
 
 
 
 

ATTACHMENT 3 



 



 

1 

 

 

 

REPORT 
on the 4th Certified Mortgage Lender Program 

Module II “Granting and Servicing of Mortgage Loans” 

Training period: December 16-19, 2008 

Training provider: Access to Credit Initiative / Moldova in cooperation with Financial Banking 

Consulting and Training Center “ABM Consulting” of Moldovan Banks Association 

 

Overview on the 4th Certified Mortgage Lender Program Module II 

The Certified Mortgage Lender Program (CMLP) derived from training courses offered by the Institute for Urban 

Economics (IUE) in other countries, with some adaptations relevant to the mortgage activities, economical 

environment and legislative framework of Moldova. 

The 4th CMLP is implemented by the local training provider – Financial Banking Consulting and Training Center 

“ABM Consulting” of Moldovan Banks Association (hereinafter – ABM Consulting) – under the aegis of 

ATCI/Moldova.  

Please see the Report on the 4th Certified Mortgage Lender Program Module I for more details. 

The 4th CMLP consists of 3 modules, which will be held from November 2008 to February 2009: 

 Module I – held in November 25-28, 2008 

 Module II – December 16-19, 2008 

 Module III – February (first or second week) 2009 

Participants of 4th CMLP (The list of participants is attached, please see the Appendix 1) 

Item Module I Module II 

Number of participants: 13 10 

Number of represented institutions: 7 5 

including:   

Commercial banks 5 4 

Audit companies 1 - 

Governmental bodies 1 1 

FINANCIAL-BANKING CONSULTANCY & TRAINING CENTER 
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Training process 

The trainers of ABM Consulting held Module II of the 4th CMLP themselves. 

The list of the experts who, on behalf of ABM Consulting, participated as trainers in 4th CMLP:  

 economic and methodology compartment: 

- Irina DICOVA – PhD in economy, University professor, Academy of Economic Studies (1st CMLP ); 

- Alisa SAVVA – expert of ATCI/Moldova (3rd CMLP); 

 legal compartment: 

- Andrei Caciurenco - Partner of Company “A.C.I. Partners” Ltd (1st CMLP). 

During the first module the following subjects have been discussed: 

1. Residential mortgage loans servicing process. Evaluation of risks of mortgage lending servicing 

2. Mortgage lending instruments.  Practical session in the computer class 

3. Residential construction financing 

4. Foreign systems of state registration of immovable property rights. Civil and legal agreements in the 

process of mortgage lending.  Loan agreement, mortgage agreement and cessation agreement, notary 

certification and registration. 

5. Mortgage Law 

6. Methods of mortgage lending financial indicators calculation.  Evaluation of lenders in the process of 

underwriting. Practical session using the financial calculator 

7. Business game “Filling in the mortgage loan application” 

8. Tasks and functions of the mortgage lending secondary market operator 

9. The mortgage development experience in the U.S. 

10. Business game  “Granting and servicing long term residential mortgage loans”  

 

General results 

The Module II of the 4th CMLP was finalized by a test offered to the participants. The certificates for Module II 

were handed to 8 participants; other 2 participants did not attend all courses during this Module. The 

certificates were given taking into account the results of the tests of each participant and according to the 

written disposal of the Director of ABM Consulting (the copy of the disposition is attached – Appendix 2). 

At the end of each day the participants were offered the chance to evaluate the quality of all modules and 

training in general, as well as the trainers’ qualification. 

Cumulative grades for Module II (grade scale:  min. – 1 point, max – 5 points) 

No. Item Cumulative grade, points 

1 I have obtained new knowledge during training 4,57 

2 I will use the new knowledge within my daily work 4,71 

3 The methodology of training 4,86 

4 The practical exercises 5,00 

  TOTAL cumulative grade 4,79 
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Cumulative grades of trainers (grade scale:  min. – 1 point, max – 5 points) 

No. Item Cumulative grade, points 

1 Irina DICOVA 5,00 

2 Alisa SAVVA 5,00 

3 Andrei CACIURENCO 4,86 

  TOTAL cumulative grade 4,95 

 

 

 

Most frequent answers to the question “What did you like the most?” were the following: 

 Professional level of trainers 

 Practical exercises 

 Using of financial calculators 

 Lunch (only one day – our note) 

 Good organization of training. 

The participants answering the question “What did you dislike the most?” mentioned the following 

shortcoming: 

 Lunch was just one day 

There were no new proposals and recommendations. 

These appraisals will be taken into account while organizing the next module of the 4th CMLP and as well as for 

next training programs. 

 

Budget of Module II of the 4th CMLP 

The participation fee for Module II of the 4th CMLP is 1,500 MDL (about 145 USD) per participant. The fees were 

paid by 8 participants (other 2 participants were exonerated of fees). 

NOTES: 1 USD : 10,30 MDL 

 
Set of materials: 16 

 
Number of participants who paid the fee: 8 

 
Yellow cells show the expenses covered by ATCI/Moldova (inestimable) 

 

 

Incomes / Expenses / Profit 
   

No. Item 
1 participant, 

MDL 
8 participants, 

MDL 
8 participants, 

USD 

1 Incomes 1 500 12 000 1 165 

2 Expenses  1 470 11 763 1 142 

3 Profit  30 237 23 
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Detailed expenses 
   

No. No. Cost item Units 
Cost per unit, 

MDL 
Total cost, 

MDL 

1 1 Premises 1 0 0 

2 2 Projector & PC 1 0 0 

3 3 Renting of financial calculators 13 0 0 

4 4 Folders & resources for binding 13 30 390 

5 5 Paper (A4 box) 3 55 165 

7 7 Pens 13 3 39 

8 8 Notepads 13 10 130 

9 0 Certificates 8 15 120 

10 10 Flip-chart paper 1 100 100 

11 11 Binding of materials 13 0 0 

12 12 Cartridge refill 1 0 0 

    Total 1:     944 

13 1 Coffee & Tea (3,5 days) - - 130 

14 2 Biscuits (3,5 days) - - 300 

15   Sandwiches & pies     170 

16 3 Mineral Water 0.5 (3,5 days) 0 5 0 

    Total 2:     600 

17 1 Trainers' fees (600 MDL per course) - - 7 200 

18 2 Banking commissions - - 200 

19 3 Project manager's salary (3,5 days) 3,5 250 875 

20 4 Taxes (27% of trainers' fees) - - 1 944 

21 5 General assistance (cleaning, serving) 1 0 0 

    Total 3:     10 219 

     TOTAL EXPENSES (Total 1 + Total 2 + Total 3)  11 763       

 
 
 

Final considerations 

Three participants from the Module I didn’t attend the Module II of the 4th CMLP. There was caused by very 

active period for financial institutions which supposes the presence of workers at their working place.  

In the mean time, the Module II shows the big interests of participants regarding practical exercises, especially 

game simulation and using of financial calculators.  
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Appendix 1 List of participants 

№ Name Position Company 

1 Ludmila DONCIU Şef al Secţiei Creditare Ipotecare şi de 
Consum 

EXIMBANK 

2 Alexandru ŢURCAN Şef adjunct Secţia Credite fil. 19 EXIMBANK 

3 Oleg PETELCA Director adjunct al filialei nr. 18 or. 
Balti 

EXIMBANK 

4 Sergiu CRECIUN Economist coordonator, Direcţia 
credite 

BANCA DE ECONOMII 

5 Angela BÎNZARI Economist coordonator, Direcţia 
credite 

BANCA DE ECONOMII 

6 Irina CERGA Economist, Secţia credite EUROCREDITBANK 

7 Natalia PĂDURARU Economist MOLDINDCONBANK 

8 Irina CUMURCIUC Economist MOLDINDCONBANK 

9 Alina DIMA Consultant principal, Departamentul 
plasamente colective şi microfinanţare 

COMISIA NAŢIONALĂ A PIEŢEI FINANCIARE 

10 Lilia SAMSON Consultant principal, Departamentul 
plasamente colective şi microfinanţare 

COMISIA NAŢIONALĂ A PIEŢEI FINANCIARE 
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Appendix 2 Copy of Order of ABM Consulting on delivering the certificates for the 4th CMLP Module II 
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Managing mortgage 
portfolio risk

Steve Moody
Chisinau, November 2008

Risk Management

Определять риск

Оценить и
анализировать риск

Увеличивать, уменьшать
или передавать риск
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Risk Management

Систематически

Периодически

Риск ипотечного кредитования

Кредитный риск заемщика

Риск обьекта залога

Жизненный риск заемщика

Риск титула
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Риск ипотечного портфеля

Процентный риск

Срочный риск

Валютный риск

Риск рыночных цен на желье
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Депозитная Ставка

Кредтная ставка

спрэд = 300 бп

кривая доходности госбумаг США
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Реестр ипотечного портфеля за отчетный период
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2.  Book Year

Ипотечный реестр

Досрочное погашение

Просрочки и дефолт
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Индикаторы реестра

Средневзвешенный LTV

начальная
сумма кредита

процентная
ставка

Средневзвешенная
процентная ставка

срок
(месяцы)

сумма
кредита к

оценке
(LTV)

остаточный
баланс Удельный вес срок до

погашения

Средневзвешенны
й срок до
погашения

средневз. 
первоначальный

срок до
погашения

средневз
LTV Текущий LTV

Первая линия защиты

Средневзвешенная процентная ставка

начальная
сумма кредита

процентная
ставка

Средневзвешенная
процентная ставка

срок
(месяцы)

сумма
кредита к

оценке
(LTV)

остаточный
баланс Удельный вес срок до

погашения

Средневзвешенны
й срок до
погашения

средневз. 
первоначальный

срок до
погашения

средневз
LTV Текущий LTV

Индикаторы реестра
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Start Balance
Term (months)
Interest Rate
Prepayment Rate

Duration
Duration w/PP

Индикаторы реестра

Дюрация
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Source:  Federal Home Loan Board

Средневзвешенн
ый срок до
погашения

средневз. 
первоначальн
ый срок до
погашения

средневз
LTV

actual outstanding 
balance

calculated 
outstanding 

balance

Досрочное погашение

Three possible results:
Positive
Negative

Zero
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первоначальный балас 0

ежемесячная выплата

расчитанный баланс

досрочное погашение

среднемесячное д. п.

с.д.п. в % остат. баланса

годовая ставка д. погашения

Досрочное погашение

(Расчитанный – Настоящий) / возрост (в месяцах)

Средневзвешенный срок
до погашения

средневз. 
первоначальный срок

до погашения
средневз LTV Текущий LTV

Текущий LTV

Остаточный баланс / (Сумма кредита/ первонач. LTV)

Остаточный баланс / ((Сумма кредита/ первонач. LTV) * Индекс)
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номер      
кредита заемщик     (ФИО)

начальная 
сумма 
кредита

процент
ная 

ставка

Средневзвеш
енная 

процентная 
ставка

срок     
(месяцы

)

сумма 
кредита  
к оценке

остаточн
ый 

баланс

Удельный 
вес

срок до 
погаше
ния

Средневзве
шенный 
срок до 

погашения

средневз. 
первоначальны

й срок до 
погашения

monthly 
amortiza

tion

calculated 
outstanding 

balance

ИТОГО 0

Реестр ипотечного портфеля за отчетный период 



Start Balance первоначальный балас
Term (months) ежемесячная выплата
Interest Rate 0 расчитанный баланс
Prepayment Rate 0 досрочное погашение

среднемесячное д. п.
Duration с.д.п. в % остат. баланса
Duration w/PP годовая ставка д. погашения

Mo Out. Balance Principal Interest Cash Flow DCF Duration Out Bal Principal Interest Prepayment Cash Flow DCF Duration
1
2
3
4
5
6
7
8
9

10
11
12
13
14

Duration Duration with Prepayment
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заемщи
к     

(ФИО)

началь
ная 

сумма 
кредита

процент
ная 

ставка

Средне
взвеше
нная 

процент
ная 

ставка

срок     
(месяцы

)

сумма 
кредита 
к оценке

остаточн
ый 

баланс

Удельный 
вес

срок до 
погаше
ния

Средне
взвеше
нный 
срок до 
погаше
ния

средне
вз. 

первон
ачальн
ый срок 

до 
погаше

monthly 
amortiz
ation

calculated 
outstanding 

balance

ИТОГО 0

АНАЛИЗ ИПОТЕЧНОГО ПОРТФЕЛЯ

Реестр ипотечного портфеля за отчетный период 
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TRIP REPORT 
 

MOLDOVA 
 

NOVEMBER 16-20, 2008 
BY:  NORMAN D. FLYNN 

 
I traveled to Moldova from the United States arriving late Monday night on November 17.  The 
purpose of the visit was to evaluate the appraisal community, assess its depth and quality, lead a 
roundtable discussion and make recommendations on how to improve appraisal in the country.  The 
Access to Credit Initiative (ACTI) is currently directed by Steve Moody, contact for USAID and 
Director of the Regional/Moldova.  ACTI had done an excellent job in setting up an agenda for the 
visit.  I was accompanied at all meetings by Mariana Botezatu, the Mortgage Advisor for the project.  
A copy of the agenda is attached as Addenda A.  Also attached as Addenda B is an excellent “Internal 
Memorandum” on Real Estate Appraisal Activity in Moldova, also by Mariana Botezatu.  
 
 

Meeting with the State Enterprise “Cadastru” 
 
We met first with Ala Sandu, Head of Real Estate Appraisal Department and Mrs. Inga Grecu-Stavila, 
Head of the Legal Department of the State Enterprise Cadastru.  They disclosed to us that the Cadastru 
had been formed fundamentally to do mass appraisal and establish valuation for taxation purposes.  It 
has a public function of registering properties, developing data bases, and accumulating legal and 
technical data on those properties that are registered.  They also disclosed that they will do private 
appraisal for individual members.  This does appear to be a conflict of interest as the public sector is 
directly competing with the private sector.  They asserted that this mostly occurs in the outlying areas 
only. 
 
The Cadastru has 39 branches and they indicated of those, 15 had “certified appraisers” in them, and 
that Chisinau, the capital city had 15 staff members.  The next largest cities had fewer (averaging six) 
and then the outlying regions 1 to 2.  Their objective would be to have a certified appraiser in each of 
these branches that would allow them to conduct private appraisals at the very same fee that the private 
sector charges (450-600 lei for a flat and 800 lei for a house). 
 
When quizzed as to the number of appraisers in the country, they indicated there are 125 on the website 
for the first 5 years of accumulating them, 15 are for State candidates who have passed the exam and 
therefore, there are 110 private licensees.  These licensees fundamentally become “companies” which 
is a requirement for the company to do real estate appraisal business.   
 
It was their belief that the law on valuation created a temporary regulation on real estate evaluation and 
more standards need to be drafted.  Additionally the University Training which is the basic requirement 
for taking the exam for certification (a 3-year degree and 2 years for an MBA) while giving sufficient 
basic training there was additional high-level training required in the country.   
 
The last assertion that they made is that the market still is not very transparent, that the actual pricing of 
properties is difficult to ascertain.   
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Meeting with Real Estate National Chamber/Republican 
Association of Professional Appraisers 

 
At 11:30 a.m. we met with Mr. Alexander Panov who is the Vice President of the National Chamber.  
Mr. Panov is one of the pioneers of appraisal in Moldova starting in the mid-90s to develop 
methodology for evaluating land and objects.  They worked hard drafting the appraisal law and some of 
the regulations that passed in 2002 which is the formation of the appraisal in Moldova.  They have also 
worked on passing laws for mortgage laws.   
 
As to standards, they have sought TEGOVA approval for their adopted standards.  They are not full 
members because they can’t afford the fees that TEGOVA charges.  He asserted that both the 
Government and Chamber lack funds to create international standards and that these still were 
necessary to improve appraisal in the country.   
 
He asserted there were 125 appraisal individuals that were affiliated with companies.  Of these, one-
half were members of the Chamber.  That would mean approximately 60 members.  Membership in the 
Chamber is non-mandatory as it is a non-governmental organization. 
 
He described government supported training from the technical university.  His actual quote was, “the 
level of training leaves much to be desired.”  The market is small: four to five larger cities is where the 
most business occurs.  In his company, he has 20 people allocated to appraisal, six are actual valuers 
and the remainder is support staff.  When asked to describe the support staff, he said 5 were sales 
people because of the competitive nature of the market with tenders being required for most larger 
appraisal tasks that he had people calling on banks, firms and other individuals to sell business.  His 
firm is a multi-purpose firm of which ¾ of it is involved in development.  When asked if his appraisal 
section made money, after a long pause he said no, it about breaks even.  He decried the lack of data; 
only in the last year could they “buy” data from the Cadastru.  That cost $12 per month to have access 
to the information that the Cadastru has as part of their “public record.”  There are a number of 
“affiliated” appraisers who have a license and operate strictly within the confines of a development 
company doing the appraisal for that company.  The large players are all in the country including Ernst 
and Young, and Price Waterhouse Coopers. 
 
When asked about the services of the National Chamber, he indicated that they met approximately 
quarterly but sometimes more often and also less often.  There are no publications and few seminars or 
meetings are held to add value to the membership.  He did assert that the National Chamber help 
resolve legal and court disputes with the Cadastru.   
 
There are no upper level designations for any of the members.  He believes that there should be a 
concerted effort to get some of the collateral businesses involved with the appraisal issues including the 
bankers, builders, notaries, insurance companies, etc.  
 
I ended by describing to him what the International Valuation Standards are and how that system might 
be incorporated.  He seemed genuinely interested in that alternative calling them “fresh ideas.” 
 
 

Meeting with Moldova-Agroindbank 
 
At 3:00 p.m., I met with Vladimir Dumitras, Head of Pledge Evaluation Department of the Moldova-
Agroindbank.  It is the largest bank in Moldova where 20% of their assets are in mortgages.  He 
asserted they have 50% of the mortgage market in the country.  His Pledge in Evaluation Department 
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had five evaluators, three for real estate and two for moveable objects.  Because of the law passed in 
September 2008 which requires a third party independent appraisal, he was sizing down the evaluation 
department for the bank.  The bank has its own data base so they can evaluate many properties without 
actually going to them.   
 
As to the training available in the country, the Agrarian University and the Academy of Economic 
Studies Technical University are the two institutions of higher learning that produce the education to 
generate new valuers for the market.  They have approximately 50 graduates per year, 25 each.  It is 
broken out into a three-year initial course and two years for an MBA.  The cost per student is 
approximately 10,000 lei per year ($1,000).   
 
When asked about the quality of appraisal today, his response was “poor.”  There used to be two 
organizations and then they worked harder to develop higher standards and increased productivity.  
They, in 2002, were going to pass “standards” and only ended up with one regulation.  There are no 
publicized materials and they are extremely “low profile.” 
 
He believes there should be national standards and a code of conduct passed to help guide appraisal 
into the future.  He feels that many of them do not “do their job” and that their performance is lacking.   
 
One of the provisions that the bank has is that if an appraisal is made and the property subsequently is 
sold for less than the appraised value, they have a contract with the appraiser that they will agree to sell 
it at no cost to the bank at the appraised value.  This, of course, makes no sense as the appraiser’s fee is 
so modest that it would not justify the risk.  Secondly, there is absolutely no enforcement for the 
provision.  It is an attempt on behalf of the bank to bring more discipline to appraisers.  The unintended 
result is that most appraisals, if this were to be believed to be enforceable would downgrade valuations 
dramatically and therefore, stultify the financing in the market.  I shared these thoughts with Mr. 
Damitras. 
 

Meeting with Victoria-Asigurari (Insurance Company) 
 

At approximately 4:45 p.m., we met with Octavian Lungu who is the General Manager of the Victora-
Asigurari Insurance Company.  It was established in 1991 and fundamentally provides property 
insurance, travel, car insurance, medical, accident, bond and some mortgage insurance.  His greatest 
concern while looking at the market was to determine under the new law passed in September 2008 
which required that independent third party appraiser also required a market value as well as a 
“replacement” value.  There was much confusion in the marketplace as to what was “replacement 
value.”  Many of the insurance companies were struggling with that definition as were both appraisers 
and lenders.  It turns out after many interviews and discussion that replacement value as intended by 
the law would be that value that an insurance company would be required to cover in the event of a fire 
or casualty loss to the property.  Therefore the appraisers are to evaluate what costs might be involved 
if the property were to be replaced.  In viewing three reports, some appraisers had it at 110% of market 
value and others at 48% of market value so it is clear that no one has a real handle on what the law was 
asking for.   
 
 

Wednesday, November 19, 2008 
Prime Capital (Mortgage Agency) 

 
At 10:00 a.m., we met with Carmina Vicol, General Manager of Prime Capital, which is a private 
mortgage company in Moldova.  They are funded by the new Center Holder in the United States and 
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currently have a $20 million portfolio of mortgages in the country.  They are looking for an additional 
OPIC guarantee to bring additional funds.   
 
In addition to making loans for flats, and free-standing houses, they also make loans to businesses.  The 
current terms of the loans for housing the loan to value was 70% and now is 65%.  The average, 
because most Moldovans do not like that is 40%.  The current rates are 20% interest on a 15-year basis.   
 
They have any internal appraiser who has a construction background.  They intend to keep that 
appraiser for underwriting purposes even though they are now aware that they are required to have an 
independent third-party appraisal done.  When asked about the quality of the certified appraisers, she 
indicated that they had uneven practice and many of them drafted poor reports.  Of the active 
companies in the market, there were between 6-10 that were quality and that most of the companies 
however were one or two people.  She believes that stricter requirements are important to install to 
ensure the evenness and quality of appraisal reports.   
 
 

Meeting with ACI Partners 
 
We met with Andrei Caciurenco, who is Partner of the law firm ACI.  They were retained of counsel 
by EBRD in drafting the current Mortgage Law which was passed in September of 1993.  It was 
Andrei that explained most clearly what was intended in the law by “replacement” (as described 
above).   
 
His view of the appraisal community is that they have insufficient practice.  Additionally, there are a 
lot of very small companies with not much experience and that many of the reports were simply 
insufficient.   
 

Meeting with the Real Estate Firm LARA 
 
I met with Serghei Latanovschi, General Manager of the company LARA.  It was formed in 1992 and 
worked in privatizing property until 1998 where it held auctions to dispose of state and municipal 
property.  His is a full-service company that is one of the larger ones in Moldova.  They provide 
primarily realtor services including development.  They have 48 staff people and 30 realtors with a 
network of 4 offices in which these people work.  They are adding two additional offices and have one 
branch outside of Chisinau. 
 
He asserted that his firm could avoid the use of notaries because of the quality of his appraisers when 
they worked through the Cadastru.   
 
He is the “permanent Secretary” of the National Chamber.   
 
He has 8 certified appraisers in his company: four are involved directly in appraisal, two to sign the 
appraisal reports and two that supervise the overall operation.  He holds himself out as “a high quality 
shop” and the materials that he gave us gave every indication that that is exactly where he was. 
 
When discussing the Chamber’s membership, he indicated the fee was 5,000 lei per year ($500) later to 
be corrected to 2,000 lei.  There are no individual licensees but only companies.  There are twelve 
companies that are permanent in the Chamber and 15-20 more.  This would lead you to believe that 
there are 27 to 32 companies in the Chamber.  This number became more confused with the next 
interview.    



 5

Meeting with the National Chamber/Republican Association 
of Professional Appraisers President 

 
At 4:00 p.m., we met with Mr. Vitanov, who is the President of the National Chamber/Republican 
Association of Professional Appraisers.  Mr. Vitanov has been president for 9 years.  He also holds a 
Board Membership on the CIS Appraisers Group and in 2004 and 2005 was President of that Group.  
On November 26th, CIS is going to have a conference in Baku to look at standards across their 
membership.  While they are focusing on the European approach, he asserted that only a small amount 
can be applied here.   
 
He talked about the qualifications commission of which ½ of the members were government and ½ 
were associates from the Chamber.  In talking about the training that was available, he came up with 
the numbers that 712 had graduated from the two schools that are training appraisers.  Forty had come 
to the appraisal community with backgrounds not requiring the University education.  He believed 
there were 130 certified which means 40 of those who were not at the University are certified and only 
90 candidates of the 712 are certified.  That means that only 1 out of 8 comes out of the University 
program to become fully certified and participate in the business. 
 
He believed that the Chamber should not necessarily grow any larger.  He indicated that a number of 
companies had made application and they had been denied.  Currently 23 companies belong and there 
are two candidates.  He clarified the dues by saying that the actual fee is 2,000 lei ($200).  The 
individuals pay the dues and 22 out of 23 have paid. 
 
The Chamber has two staff members: an Executive Director (for six years) and an Accountant.  The 
rest are volunteers.  They do have a council that meets from time to time.  There is an Expert 
Commission.  Their activities are an occasional professional seminar.  They held an exhibition on 
October 30th to November 2nd and were planning to do an appraisal seminar sometime in the non-
determined future.   
 
Overall, he was defensive when asked about the activities of the Chamber and reaffirmed several times 
the fact that they did not really want to grow.  When asked if they had relationships with either Ukraine 
or Romania, he indicated that he did not trust nor like the Romanians except to “drink wine and 
socialize with” and that while he knew Shaliav, the new President of the UTO in Ukraine, he hadn’t 
really spent any time talking with him.  Seeing that both of these organizations are much more 
progressive than any of those in the CIS including Azerbaijan and Belarus, his affiliations appear to be 
in the wrong arenas.   

 
Thursday, November 20, 2008 

 
At 10:00 a.m. there was a Roundtable conducted for interested parties on the appraisal activities.  The 
title was “Appraisers in Moldova – Observations and Suggestions.”  In attendance were 21 individuals 
representing all important subgroups of the appraisal community including a half a dozen insurance 
companies, an equal number of banks, six or seven appraisers, a member of the Cadastru, the President 
of the National Chamber and a representative of the Bankers’ Association.  The format followed an 
open discussion after describing a SWOT Analysis (Strengths, Weaknesses, Opportunities and 
Threats).  We spent the first 30 to 40 minutes openly discussing the strengths and opportunities of the 
appraisal community in the market.  That removed some of the defensiveness of people from the 
National Chamber when we got to the arena of Weaknesses and Threats.  The discussion was very 
lively and active.  After the bulk of the strengths and opportunities were discussed, a series of the 
weaknesses were then articulated.  Those included many of them that are listed in the report precedent.  
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One of the threats exposed was that the Cadastru was in fact entering the private sector.  The 
representative initially attempted to defend that action by saying that it “wasn’t mass activity.”  This 
does not deny that the activity is still wrong and an inherent conflict between the private and public 
sector.  Of the last portion of the program which lasted an hour and 45 minutes in all, I delineated 
possible actions that should be taken to adjudicate the weaknesses and play to the strengths of the 
appraisal community in Moldova.  They are as follows: 
 

1) Grow the Chamber by having both “active” members and “applicant” members.  That 
would have the result of growing the income, increasing its political clout, and increase the 
value-added benefits that members would have by joining including a regularized journal, 
normal seminars, advanced appraisal courses and the creation of a designation for higher-
level practitioners. 

2) Adopt the IVSC Standards.  This would result in a more fully developed certification plan 
including end users in defining what the characteristics of a qualified appraiser would be 
and having a fail-safe examination methodology that met ISO Standards.  It would require a 
modest modification of the Qualifications Board by adding insurance companies, additional 
banks, accountants and other end users. 

3) Create strategic alliances with the three associations more closely affiliated geographically 
with them including ANIVAR where George Badescu could advise them on establishing 
IVSC and the UTO from the Ukraine where they are adopting a full IVS Certification 
Program in January 2009.  Both organizations have higher designees that could be called 
upon to put on advanced coursework to help develop and grow the industry in Moldova.  
Lastly allying with the RSA (Russian Society of Appraisers) would help them define their 
examination system.   

 
The meeting ended cordially and a number of people stayed around for 15-20 minutes to discuss and 
continue networking.  Several of the attendees came to me thanking me for the recommendations 
saying that they would take them back to their companies, banks and firms to help strengthen the 
appraisal in Moldova.   
 

Conclusion 
 
There are many things that Moldova has going for it in the appraisal field.  Universities that follow the 
European model will develop 4-5 years of basic education in appraisal.  They also have government 
that is responsive to passing appraisal legislation and regulation to ensure that appraisal is stronger.  
The Cadastru System is a good addition in that it is given responsibility in appraisal to continue 
working and developing the industry.   
 
 
The difficulty is that the National Chamber, which is the voluntary Board, is terribly in-bred and 
parochial in its thinking.  All three of the officers (and there are 5 on their committee, so this represents 
the majority of the decision makers) have been there for a long time and believe that there is already 
“too much competition.”  They have found their niche within the field and are not eager to add other 
quality appraisers or appraisal education.  If it were possible to have an assistance program that would 
help conduct a strategic plan and structural audit of how the Association is run and what its 
intermediate and long-term goals and objectives are, it might open the system and create new programs 
and deeper involvement from its membership.  The opportunity that the new law gives this industry 
requiring independent, third-party appraisals should increase the number of appraisals made available 
in the marketplace.  This will, of course, improve as the financial crisis lessens and there are more 
mortgages made in Moldova.  
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COVERED BONDS

Steve Moody
Chisinau, April 2008
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The German Pfandbriefe, the largest class of covered bonds in Europe, can be traced back to mortgage bonds issued in 
Prussia as early as 1769.  By the end of 2007 the value of covered bonds outstanding in Europe exceeded €2.1 trillion.

Covered bonds
General overview
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1. The bond must be issued by a credit institution subject to 
government supervision and regulation.

Four essential features of covered bonds

National Bank of Moldova
National Commission for Financial Market
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2. Bondholders have claims against bankruptcy estate (mortgage 
cover) in priority to unsecured creditors of the credit institution.

Four essential features of covered bonds

Law “on Insolvency”, Article 129

8

3. The credit institution has an ongoing obligation to maintain 
sufficient assets in the cover pool to satisfy the claims of covered 
bondholders at all times. 

Four essential features of covered bonds

Law “On Pledge”, Article 24, Master pledge

The credit institution may. . . be required to add further assets to the cover pool to compensate
for matured or defaulted assets. 

Financial assets include loans, bonds and similar instruments. . .  Most cover pools also include

cash deposits and loans against credit institutions. 
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4. The obligations of the credit institution in respect of the cover 
pool are supervised by public or other independent bodies.

Four essential features of covered bonds

In covered bonds issued under general law frameworks, the key features of special
supervision are replicated by contract, to the extent possible. Therefore, the issuing
. . . credit institution will appoint an external auditor to audit the cover pool, and
an external trustee will be appointed to safeguard bondholders’ interests . . . 

Auditor:  «Agreed-upon Procedure» on a contractual basis with the issuer

Trustee:  through power of attorney on a contractual basis with the issuer,
according to the Civil Code, Articles 242 – 258.

http://ecbc.hypo.org
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Percent of 
residential loans

Weighted 
average  

outstanding term 
to maturity

Total 
Outstanding 

balance
Weighted average  

initial LTV

Weighted 
average annual 
percentage rate 

on loan

Residential 
loan (yes/no)

Outstanding 
term to 
maturity

Outstanding 
balanceInitial LTV

Term in 
months

Annual 
percentage 
rate on loan

Initial amount of 
loan

Name of 
borrower

Loan 
number

Mortgage Cover Register АО Bank                                                           
for the ended reporting period ХХ.ХХ.ХХ

Form 01А

15,6% 62,71% 1000000 136,15 88,01%

Register— tool for risk administration
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1  Number of loans:
2  All mortgage loans are standard according to the NBM

classification
3  All mortgage loans not pledged to other creditors
4  Outstanding Balance of Mortgage Loans:
5  Present Value of other Assets in the Pool:
6  Weighted Average Outstanding Term to Maturity of 

Mortgage Loans:
7  Weighted Average Interest Rate on Mortgage Loans:
8  Weighted Average LTV of mortgage loans:
9  Percentage of residential mortgages in mortgage pool:

Issuer’s Report on condition of Mortgage Cover 
for mortgage bond Nо. ххххххххххххх
for the reporting period ended хх хх.хх

President of Bank Chief Accountant

Issuer’s Report on condition of mortgage cover

16

mortgage

mortgage

Liabilities

Equity
cash

mortgage

mortgage

mortgage

mortgage

mortgage

Bank-issuer

Agreed–upon Procedure

Auditor

1.  Make sample of mortgage loans

2. Compare the loans from the sample
with the data from the register

Covered bonds

USAID ATCI Project Moldova, implemented by the Pragma Corporation – Ninth Quarterly Report
Attachment 7:   Presentation “The Structure of Covered Bonds in Moldova”



9

17

Percent of 
residential loans

Weighted 
average of 

outstanding term 
to maturity

Total 
Outstanding 

balance
Weighted average of 

initial LTV

Weighted 
average of 

annual 
percentage rate 

on loan

XXXXXXXXX

Residential 
loans (yes/no)

Outstanding 
term to 
maturity

Outstanding 
balanceInitial LTV

Term in 
months

Annual 
percentage 
rate on loan

Initial amount of 
loan

Name of 
borrower

Loan 
number

Mortgage Cover Register АО Bank                                                           
for the ended reporting period ХХ.ХХ.ХХ

Form 01А

15,6% 62,71% 1000000 136,15 88,01%
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Percent of 
residential loans

Weighted 
average of 

outstanding term 
to maturity

Total 
Outstanding 

balance
Weighted average of 

initial LTV

Weighted 
average of 

annual 
percentage rate 

on loan

Residential 
loans (yes/no)

Outstanding 
term to 
maturity

Outstanding 
balanceInitial LTV

Term in 
months

Annual 
percentage 
rate on loan

Initial amount of 
loan

Name of 
borrower

Loan 
number

Mortgage Cover Register АО Bank                                                           
for the ended reporting period ХХ.ХХ.ХХ

Form 01А

15,6% 62,71% 1000000 136,15 88,01%

Main characteristics
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Investor
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mortgage

mortgage

mortgage
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Investor

Mandatory signature of pledge agreement or power of attorney by the bondholders would 
severely circumscribe active trading of the bond. 

24

9

8

7

6

5

4

150000 MDL05.04.2008ххххххххххххххMoody Steve Scott3

50000 Лей05.04.200850000 MDL03.31.2008ххххххххххххххPetrov Petru Petru2

100000 Лей05.04.2008100000 MDL03.31.2008ххххххххххххххIvanov Ion Ion1

AmountDataAmountDataID No.Name of bondholderNr.

SellingBuying

Register of Mortgage Bondholder Series ххххххххххх Bank Х

Register of Mortgage Bondholders
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Representative

1.  Proposed by the Issuer

2.  Acts on the basis of power of attorney from each bondholder

3.  Acts on behalf of and in the interest of all bondholders

Information about the representative 
published in the prospectus

Submitted application represents 
the agreement of the buyer and 
signature of the “power of attorney”
(Civil Code, arts. 242-258)

Covered bonds
Legal structures and monitoring mechanism
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Representative

1.  Sign pledge agreement

2. Manage the process of mortgage
cover monitoring

3. Inform the Commission and bondholders about 
the results of auditor’s monitoring

4.  Managing technical default

According to international 
standards, auditor may not  
have the right to disclose  
details of procedure to third 
parties

Tripartite agreement with 
the issuer and auditor

Covered bonds
Legal structures and monitoring mechanism
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Percent of 
residential loans

Weighted 
average of 

outstanding term 
to maturity

Total 
Outstanding 

balance
Weighted average of 

initial LTV

Weighted 
average of 

annual 
percentage rate 

on loan

Residential 
loans (yes/no)

Outstanding 
term to 
maturity

Outstanding 
balanceInitial LTV

Term in 
months

Annual 
percentage 
rate on loan

Initial amount of 
loan

Name of 
borrower

Loan 
number

Mortgage Cover Register АО Bank                                                           
for the ended reporting period ХХ.ХХ.ХХ

Form 01А

15,6% 62,71% 1000000 136,15 88,01%

Technical default
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representative

1. Sign pledge agreement

2. Manage the process of mortgage
cover register monitoring

3. Inform the Commission and bondholders about 
the results of auditor’s monitoring

4. Manage technical default(s)

5. In case of full default, take over the pledge

According to international 
standards, auditor has no 
right to disclose the details 
of procedure to third 
parties

Tripartite agreement with 
the issuer and auditor

Covered bonds
Legal structures and monitoring mechanism
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Subject of pledge

Mortgage loans and other Assets in the amount of 
1.120.000,00 MDL, on the balance of the bank Х.
Mortgage Loans have the following characteristics:

1.  Standard loan according to the National Bank’s definition of the term.
2.  Not pledged to other creditors.
3. Weighted Average LTV of mortgage loans less than 75%.
4. Weighted Average of outstanding term of a mortgage not less than 

the outstanding term of the bond which it secures.
5. Weighted Average of interest rate on mortgages not less

than the interest rate of the bond which they secure.
6.  Share of commercial mortgage less than 25%.
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USAID ATCI Project Moldova, implemented by the Pragma Corporation – Ninth Quarterly Report
Attachment 7:   Presentation “The Structure of Covered Bonds in Moldova”



 
 
 
 
 
 
 
 
 
 

ATTACHMENT 8 



 



USAID ATCI Project Moldova, implemented by the Pragma Corporation – Ninth Quarterly Report 
Attachment 8:   ACAP CLS Second Module Training Report 
 

REPORT 
On Certified Leasing Specialist Program  

Training Module II “Leasing transactions: stages and procedures” 
Group 3 (Chisinau, Moldova) 

 
 
Training period: October 10–12, 2008 
  
Trainers: Natalia Prodan – ACAP Trainer 
 Natalia Tsiriulnicova – ACAP Trainer 
 Iuliana Tsugulschi – ACAP Trainer 
 Stanislav Shapa – Senior Attorney 

(ATCI/Moldova) 
  
Number of participants 23 
Number of represented institutions 7 

including:  
leasing companies 3 (12 participants) 

micro-finance institutions 2 (7 participants) 
banks 1 (3 participants) 

projects 1 (1 participant) 
 
   
Overview 
 
The CLS training course was derived from training courses offered by 
ATCI/Ukraine, with significant adaptations to current local market needs and 
conditions. CLS was mainly adapted to fiscal, accounting and legal frameworks 
of Moldova and constitutes the first local training course focused on leasing 
industry, that combines the analysis of all the activities undertaken within a 
leasing company and outside factors that have an impact on it.  
 
Establishing an efficient leasing sector is one of the major objectives to be 
reached by the financial community of Moldova, including by formation of 
professionals in leasing area based on international experience and world best 
practices. Facilitation of access to financing through leasing will accelerate the 
renovation of equipment/machinery and transportation fleet, worn out physically 
and morally, of the enterprises from the majority of branches of the Moldovan 
economy, which in their turn, will contribute to the enhancement of economic 
activity, generation of new jobs and finally improvement of living conditions in 
Moldova. All of these can be achieved only in conditions when the leasing 
industry has high qualified personnel with a clear view of the market and full 
understanding of customers’ needs.  
 
Preparing this kind of personnel (Certified Leasing Specialists) and CLS trainers 
represents the forecasted contribution of the ATCI/Moldova Project to the 
establishment of qualitative international standards for financial professionals in 
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the Republic of Moldova. Since the beginning of the Project activity, 
ATCI/Moldova is permanently looking for local partners for collaboration, which, 
later – after the closing of the Project – could takeover the management and 
administration, on a commercial basis, of the Certified Leasing Specialist 
program. Presently, ATCI Moldova is looking at ACAP as training provider as 
well as exam controller. While selecting the partner for CLS, ATCI/Moldova took 
the following into account: the major contribution of the ACAP to the development 
of training and consultancy market of Moldova; qualifications and professionalism 
of persons proposed by ACAP as CLS trainers; as well as the contribution which 
CLS could add to the strengthening of the ACAP position within the financial 
community of Moldova.    
 
 
Course structure: 
 
CLS course is made up of three modules that are as follows: 

I. Leasing: business environment. 
II. Leasing transactions: stages and procedures. 
III. Leasing company: development strategy and operational activity. 

The second module, in its turn, consists of 12 sessions (80 minutes each). 
During these sessions the following subjects were discussed: 

1. Leasing payments structure and classification. Main and additional 
elements of leasing payments.  Leasing rates calculation.    

2. Leasing mathematics – methods of argumentation of decisions for 
different leasing payments. Case studies.   

3. Net present value (discounted) of cash flows. Comparative analysis of 
different methods of leasing rates calculation. 

4. Leasing operations efficiency. Methods of determining the efficiency. Case 
studies. 

5. Appreciation of risks related to leasing transactions. Risk analysis by 
categories. 

6. Analysis of lessee activity based on the data from financial reports. Case 
study.    

7. Analysis of lessee’s activity, basing on data from the financial statements 
(continuation). Case studies. 

8. Analysis and importance of non-financial information about potential 
lessees. Case studies.   

9. The process of selection of the supplier, and that of the leasing object.  
Preparing the documents on buying-selling deal. Documentation of leasing 
transaction concluding.   

10. Documents on delivery – receipt of leasing object. Execution of 
documents referring to pledge, insurance and fidejusion. Case studies.    
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11. Monitoring and stimulation of leasing contracts fulfillment. What is the 
monitoring of leasing contracts? Risk management of payments. Leasing 
payments monitoring.   

12. Monitoring the lessee activity. Stimulation of payments. Leasing object 
monitoring. Modalities of leasing object return. Leasing transaction 
finalization. Case studies. 

 
In order to make the CLS course closer to the leasing business reality, 
ATCI/Moldova staff together with ACAP trainers developed several case studies, 
that required participants’ active involvement, mainly in performing specific 
calculations and analysis during the course.  
 
 
Examination: 
 
CLS examination procedure is made up of 3 exams, one for each module 
respectively. During these examination sessions, participants that attended 
previous CLS courses and failed to pass the tests are invited for the re-take 
examination (new sets of questions were prepared for this purpose).  
 

In order to manage properly the certification exams, ATCI/Moldova formed the 
examination committee: 

• Stephen Scott Moody – president of the examination committee; 
• Dorin Sorbala – vice-president of the examination committee;  
• Stanislav Shapa – member of the examination committee. 

 

The pool of examination questions was prepared by the CLS trainers and 
ATCI/Moldova staff, while the examination committee selected the appropriate 
questions for respective subjects of the course. The examination materials were 
made available to every participant in two languages: Romanian and Russian 
and the examination committee ensured a correct and accurate translation. In 
order to make certain complete impartiality and confidentiality of the examination 
process – the exam administration was delegated to a third party (Universal 
Examination Network (UEN) from Ukraine). UEN processed the results of the 
exams and the examination committee established the passing grade for each 
exam in part.  
  
We had 19 participants (2 out of them attended the previous CLS course and 
came to re-take the exam) taking the exam, out of 23 that attended the second 
module of the CLS course. Out of these 19 participants 11 managed to pass 
successfully the exam. Please see below the detailed analysis of the examination 
on module two: 
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Each participant had to answer 65 questions (out of which 55 – multiple choice 
questions with 5 answer-options each and 10 – yes/no questions). Every 
question had a specific value ranging from 2 to 5 points, depending on its 
complexity. The maximum number points that could be accumulated was: 200. 
The passing grade was established at 110 points (55%), which in comparison 
with the passing grade for this exam during the last examination session (102 
points) represents a significant qualitative increase. Please see below the points 
accumulated by each participant that took the exam: 
 
 
 
 
 
 
 
 

Examination attendance

68%

24%

8% Participants attending the
course and taking the
exam

Participants attending the
course and NOT taking the
exam

Participants attending the
previous course and re-
taking the exam

Examination Results

42%

5%

53%

Successfully
passed the exam  

Successfully
passed the re-
take exam

Failed the exam
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Place Number of points Place Number of points

I 155 XI 110 

II 154 XII 95 

III 136 XIII 94 

IV 129 XIV 91 

V 128 XV 83 

VI 125 XVI 81 

VII 124 XVII 73 

VIII 121 XVIII 68 

IX 115 XIX 63 

X 110   

 
 
 
 
 
CLS Module 2 evaluation  
 

At the end of each training day, participants were offered the possibility to 
evaluate the quality of CLS training course. Unfortunately, not all the participants 
took this opportunity to provide us with feedback, mainly motivating that they 
were generally satisfied by the CLS course content and structure and had 
nothing to object.   
Evaluation was performed by attributing to each criterion a certain number of 
points, from 1 – the lowest to 5 – the highest. The results are shown in the table 
below:    
 

CLS Module II Evaluation 
CLS Module II, day 1 

  1 2 3 4 5 Easy Moderate Demanding Difficult  
Session 13 –  Structure and classifications of leasing payments. The 
main and supplementary elements of a leasing rate.   
Presentation was informative (I learned new things) 0 0 0 7 9 
Presentation was relevant to my situation 0 2 1 8 5 
Trainer is knowledgeable 0 0 0 3 13 
Trainer presented materials in an effective way 0 0 1 5 10 

 

In general, I find the material:        0 9 5 2 
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Session 14 – Leasing mathematics – rational ways of taking decisions 
in regards to leasing payments.  

Presentation was informative (I learned new things) 0 0 0 5 11 
Presentation was relevant to my situation 0 2 1 5 8 
Trainer is knowledgeable 0 0 0 4 12 
Trainer presented materials in an effective way 0 0 2 5 9 

 

In general, I find the material:        0 4 5 7 
Session 15 – Discounting the cash flows. Comparative analysis of 
different methods used to calculate the leasing rate.  

Presentation was informative (I learned new things) 0 0 0 8 8 
Presentation was relevant to my situation 0 1 3 4 8 
Trainer is knowledgeable 0 0 0 5 11 
Trainer presented materials in an effective way 0 0 3 4 9 

 

In general, I find the material:        0 6 6 4 
Session 16 – Leasing operations efficiency. Methods to determine the 
profitability of leasing operations.  

Presentation was informative (I learned new things) 0 0 0 6 10 
Presentation was relevant to my situation 0 2 1 6 7 
Trainer is knowledgeable 0 0 0 5 11 
Trainer presented materials in an effective way 0 0 1 7 8 

 

In general, I find the material:          0 7 5 4 
Level of knowledge and skills of following trainers DAY 1:           Average 
Natalia Prodan 0 0 0 3 13 4.81 

CLS Module II, day 2 

  1 2 3 4 5 Easy Moderate Demanding Difficult 

Session 17 –  Appreciation of risks related to leasing transactions. Risk 
analysis by categories.   
Presentation was informative (I learned new things) 0 0 2 5 10 
Presentation was relevant to my situation 0 1 3 3 10 
Trainer is knowledgeable 0 0 1 2 14 
Trainer presented materials in an effective way 0 1 1 3 12 

 

In general, I find the material:        1 10 5 1 
Session 18 – Structure and content of the financial statements.  
Presentation was informative (I learned new things) 0 0 2 3 12 
Presentation was relevant to my situation 0 1 1 5 10 
Trainer is knowledgeable 0 0 1 2 14 
Trainer presented materials in an effective way 0 1 2 1 13 

 

In general, I find the material:         0 9 7 1 

Session 19 – Analysis of lessee’s activity, basing on data from the 
financial statements.  

 

Presentation was informative (I learned new things) 0 0 2 4 11 
Presentation was relevant to my situation 0 0 2 4 11 
Trainer is knowledgeable 0 0 1 2 14 
Trainer presented materials in an effective way 0 1 1 3 12 

 

In general, I find the material:         0 10 6 1 
Session  20 – Analysis and importance of non-financial information 
about potential lessees.    
Presentation was informative (I learned new things) 1 0 1 3 12 
Presentation was relevant to my situation 0 0 3 4 10 
Trainer is knowledgeable 0 0 1 2 14 
Trainer presented materials in an effective way 0 1 1 3 12 

 

In general, I find the material:         1 9 6 1 
Level of knowledge and skills of following trainers DAY 2:      Average 
Natalia Tsiriulnicova 0 0 0 2 15 4.88 

CLS Module II, day 3 

  1 2 3 4 5 Easy Moderate Demanding Difficult 
Session  21 – Choice of vendor, of the leasing object and preparation of 
the sale agreement. Documents necessary for concluding a leasing 
transaction. 

 

Presentation was informative (I learned new things) 1 0 1 4 4 
Presentation was relevant to my situation 0 1 0 2 7 
Trainer is knowledgeable 0 0 1 3 6 
Trainer presented materials in an effective way 0 1 0 3 6 

 

In general, I find the material:         2 6 2 0 
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Session 22 – Means of guarantee the execution of contractual 
obligations.  

Presentation was informative (I learned new things) 0 1 1 0 8 
Presentation was relevant to my situation 0 0 1 2 7 
Trainer is knowledgeable 0 0 1 2 7 
Trainer presented materials in an effective way 0 0 1 2 7 

 

In general, I find the material:         2 5 3 0 

Session  23 – Monitoring of the leasing contract.  
Presentation was informative (I learned new things) 1 1 1 2 5 
Presentation was relevant to my situation 0 0 2 3 5 
Trainer is knowledgeable 0 0 2 1 7 
Trainer presented materials in an effective way 0 2 0 1 7 

 

In general, I find the material:         2 7 1 0 
Session  24 – Monitoring of lessee’s activity and stimulation of timely 
leasing payments. Mechanisms of object re-possession and contract 
termination.   
Presentation was informative (I learned new things) 0 1 2 0 7 
Presentation was relevant to my situation 0 1 1 2 6 
Trainer is knowledgeable 0 1 1 1 7 
Trainer presented materials in an effective way 0 1 0 2 7 

 

In general, I find the material:         2 5 3 0 
Level of knowledge and skills of following trainers DAY 3:      Average  
Iuliana Tsugulschi 0 0 0 2 8 4.8 
Stanislav Shapa 0 0 0 1 9 4.9 

 
CLS Module II – Overall Evaluation 

 

  1 2 3 4 5 

New knowledge gained as regards presented subjects 0 0 1 1 8 
Knowledge gained during the training I will be able to use in my 
work/company 0 1 2 0 7 

The way the training was conducted (i.e. pace, amount of time for 
each module, etc) 0 0 2 7 1 

Realism of exercises, cases, role-plays 0 1 0 8 1 

  
  
  
  
  
  
  
  
  
  

 
 
 
The most frequent answers to the question “What did you like the most?” were 
the following: 

 The course was very informative and comprehensive; 
 The big diversity of case studies; 
 Interesting and very practical (applicable) case-studies. 

 
We did not receive any answer to the question “What did you dislike the most?” 
and “What are your opinions/suggestions?”, probably due to the fact that there 
were no major drawbacks that could have disturbed the participants.  
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REPORT 
On Certified Leasing Specialist Program  

Training Module III “Leasing company: development strategy and 
operational activity” 

Group 3 (Chisinau, Moldova) 
 
Training period: October 17-18, 2008 
  
Trainers: Raisa Evsiukova – ACAP Trainer 
 Liliya Snigir – Financial  Leasing and 

Credit Adviser (ATCI/Ukraine) 
  
Number of participants 23 
Number of represented institutions 7 

including:  
leasing companies 3 (12 participants) 

micro-finance institutions 2 (7 participants) 
banks 1 (3 participants) 

projects 1 (1 participant) 
 
   
Overview 
 
The CLS training course was derived from training courses offered by 
ATCI/Ukraine, with significant adaptations to current local market needs and 
conditions. The CLS training course showcases local fiscal, accounting, and legal 
environment while teaching the international best practices for leasing. There are 
a number of case studies in the course, with analysis of both individual leasing 
transactions and external factors which have impact on them. 
 
Establishing an efficient leasing sector is one of the major objectives to be 
reached by the financial community of Moldova, including by formation of 
professionals in leasing area based on international experience and world best 
practices. Facilitation of access to financing through leasing will accelerate the 
renovation of equipment/machinery and transportation fleet, worn out physically 
and morally, of the enterprises from the majority of branches of the Moldovan 
economy, which in their turn, will contribute to the enhancement of economic 
activity, generation of new jobs and finally improvement of living conditions in 
Moldova. All of these can be achieved only in conditions when the leasing 
industry has high qualified personnel with a clear view of the market and full 
understanding of customers’ needs.  
 
Preparing this kind of personnel (Certified Leasing Specialists) and CLS trainers 
represents the forecasted contribution of the ATCI/Moldova Project to the 
establishment of qualitative international standards for financial professionals in 
the Republic of Moldova. Since the beginning of the Project activity, 
ATCI/Moldova is permanently looking for local partners for collaboration, which, 
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later – after the closing of the Project – could takeover the management and 
administration, on a commercial basis, of the Certified Leasing Specialist 
program. Presently, ATCI Moldova is looking at ACAP as training provider as 
well as exam controller. While selecting the partner for CLS, ATCI/Moldova took 
the following into account: the major contribution of the ACAP to the development 
of training and consultancy market of Moldova; qualifications and professionalism 
of persons proposed by ACAP as CLS trainers; as well as the contribution which 
CLS could add to the strengthening of the ACAP position within the financial 
community of Moldova.    
 
 
Course structure: 
 
CLS course is made up of three modules that are as follows: 

I. Leasing: business environment. 
II. Leasing transactions: stages and procedures. 
III. Leasing company: development strategy and operational activity. 

The third module, in its turn, consists of 8 sessions (80 minutes each). During 
these sessions the following subjects were discussed: 

1. Financing strategies and their classification. The capital of a leasing 
company and its structure.  

2. Sources of financing the capital of a leasing company. 
3. Types of financing organizations.    
4. Elaboration of the development strategy of a leasing company. Marketing 

strategy and elements of a marketing plan.  
5. Targeted marketing programs. Establishing ways of cooperation with 

producers, vendors and dealers.    
6. Development of “leasing products”. Sales of “leasing products”.   
7. Organizational structure of a leasing company. Key personnel and their 

roles.    
8. Risks management. Internal management system. The main ways of 

automation the business processes within a leasing company.  
 
 
 
In order to make the CLS course closer to the leasing business reality, 
ATCI/Moldova staff together with ACAP trainers developed several case studies, 
that required participants’ active involvement, mainly in performing specific 
calculations and analysis during the course.  
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Examination: 
 
CLS examination procedure is made up of 3 exams, one for each module 
respectively. During these examination sessions, participants that attended 
previous CLS courses and failed to pass the tests are invited for the re-take 
examination (new sets of questions were prepared for this purpose).  
 

In order to manage properly the certification exams, ATCI/Moldova formed the 
examination committee: 

• Stephen Scott Moody – president of the examination committee; 
• Dorin Sorbala – vice-president of the examination committee;  
• Stanislav Shapa – member of the examination committee. 

 

The pool of examination questions was prepared by the CLS trainers and 
ATCI/Moldova staff, while the examination committee selected the appropriate 
questions for respective subjects of the course. The examination materials were 
made available to every participant in two languages: Romanian and Russian 
and the examination committee ensured a correct and accurate translation. In 
order to make certain complete impartiality and confidentiality of the examination 
process – the exam administration was delegated to a third party (Universal 
Examination Network (UEN) from Ukraine). UEN processed the results of the 
exams and the examination committee established the passing grade for each 
exam in part.  
  
We had 22 participants (5 out of them attended the previous CLS course and 
came to re-take the exam) taking the exam, out of 23 that attended the second 
module of the CLS course. Out of these 22 participants 18 managed to pass 
successfully the exam. Please see below the detailed analysis of the examination 
on module two: 
 
 
 
 
 
 
 
 
 
 
 
 

Examination attendance

60%21%

19%
Participants attending the
course and taking the
exam

Participants attending the
course and NOT taking
the exam

Participants attending the
previous course and re-
taking the exam
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Each participant had to answer 55 questions (out of which 45 – multiple choice 
questions with 5 answer-options each and 10 – yes/no questions). Every 
question had a specific value ranging from 2 to 5 points, depending on its 
complexity. The maximum number points that could be accumulated was: 200, 
but because three questions were excluded by the examination committee (due 
to irrelevance and imprecise formulation and translation) this number was 
reduced to 192. The passing grade was established at 110 points (57% out of 
the total number of questions), which in comparison with the passing grade for 
this exam during the last examination session (107 points) represents a 
qualitative increase. Please see below the points accumulated by each 
participant that took the exam: 
 

Place Number of points Place Number of points

I 155 XII 117 

II 155 XIII 116 

III 153 XIV 112 

IV 135 XV 111 

V 129 XVI 111 

VI 129 XVII 110 

VII 128 XVIII 110 

VIII 126 XIX 101 

IX 125 XX 98 

X 121 XXI 96 

Examination Results

18%

23% 59%

Successfully
passed the exam  

Successfully
passed the re-
take exam

Failed the exam



USAID ATCI Project Moldova, implemented by the Pragma Corporation – Ninth Quarterly Report 
Attachment 9:   ACAP CLS Third Module Training Report 
 

XI 121 XXII 87 

CLS Module 3 evaluation  
 

At the end of each training day, participants were offered the possibility to 
evaluate the quality of CLS training course. Unfortunately, not all the participants 
took this opportunity to provide us with feedback, mainly motivating that they 
were generally satisfied by the CLS course structure and tuition materials and 
had nothing to object.   
Evaluation was performed by attributing to each criterion a certain number of 
points, from 1 – the lowest to 5 – the highest. The results are shown in the table 
below:    
 

CLS Module III Evaluation 
CLS Module III, day 1 

  1 2 3 4 5 Easy Moderate Demanding Difficult  
Session 1 –  Financing strategies and their classification. The capital of 
a leasing company and its structure.   
Presentation was informative (I learned new things) 0 1 4 2 8 
Presentation was relevant to my situation 0 1 3 2 9 
Trainer is knowledgeable 0 1 2 1 11 
Trainer presented materials in an effective way 0 1 2 6 6 

 

In general, I find the material:        2 10 3 0 
Session 2 – Sources of financing the capital of a leasing company.  
Presentation was informative (I learned new things) 0 1 3 2 9 
Presentation was relevant to my situation 0 1 2 2 10 
Trainer is knowledgeable 0 0 3 1 11 
Trainer presented materials in an effective way 0 0 3 6 6 

 

In general, I find the material:        3 9 3 0 
Session 3 – Types of financing organizations.  
Presentation was informative (I learned new things) 0 1 4 2 8 
Presentation was relevant to my situation 0 1 3 1 10 
Trainer is knowledgeable 0 0 2 4 9 
Trainer presented materials in an effective way 0 0 2 7 6 

 

In general, I find the material:        2 10 3 0 
Level of knowledge and skills of the trainer:           Average 
Raisa Evsiukova 0 1 0 4 10 4.53 
Session 4 – Elaboration of the development strategy of a leasing 
company. Marketing strategy and elements of a marketing plan.  

Presentation was informative (I learned new things) 2 0 3 0 10 
Presentation was relevant to my situation 1 1 2 1 10 
Trainer is knowledgeable 1 0 1 2 11 
Trainer presented materials in an effective way 0 2 2 3 8 

 

In general, I find the material:          3 9 3 0 

CLS Module III, day 2 
  1 2 3 4 5 Easy Moderate Demanding Difficult 

Session 5 –  Targeted marketing programs. Establishing ways of 
cooperation with producers, vendors and dealers.   
Presentation was informative (I learned new things) 1 1 0 5 5 
Presentation was relevant to my situation 1 0 1 8 2 
Trainer is knowledgeable 0 1 0 2 9 
Trainer presented materials in an effective way 0 1 0 4 7 

 

In general, I find the material:        2 6 1 3 
Session 6 – Development of “leasing products”. Sales of “leasing 
products”.  

Presentation was informative (I learned new things) 1 1 1 5 4 
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Presentation was relevant to my situation 0 1 2 4 5 
Trainer is knowledgeable 0 0 1 3 8 
Trainer presented materials in an effective way 0 0 1 5 6 
In general, I find the material:         2 8 2 0 
Session 7 – Organizational structure of a leasing company. Key 
personnel and their roles.   

Presentation was informative (I learned new things) 0 1 1 5 5 
Presentation was relevant to my situation 0 0 3 5 4 
Trainer is knowledgeable 0 0 1 3 8 
Trainer presented materials in an effective way 0 0 1 6 5 

 

In general, I find the material:         2 8 2 0 
Session  8 – Risks management. Internal management system. The 
main ways of automation the business processes within a leasing 
company.    
Presentation was informative (I learned new things) 0 1 1 6 4 
Presentation was relevant to my situation 0 0 1 7 4 
Trainer is knowledgeable 0 0 1 1 10 
Trainer presented materials in an effective way 0 0 3 4 5 

 

In general, I find the material:         2 9 1 0 
Level of knowledge and skills of the trainer:      Average 
Liliya Snigir 0 0 0 3 9 4.75 

 
CLS Module III – Overall Evaluation 

 

  1 2 3 4 5 

New knowledge gained as regards presented subjects 0 1 0 5 6 
Knowledge gained during the training I will be able to use in my 
work/company 0 0 1 5 6 

The way the training was conducted (i.e. pace, amount of time for 
each module, etc) 0 0 1 5 6 

Realism of exercises, cases, role-plays 0 0 1 4 7 

  
  
  
  
  
  
  
  
  
  

 
 
 
The most frequent answers to the question “What did you like the most?” were 
the following: 

 The realism of case studies; 
 A lot of new information provided in the CLS materials; 
 The quality of the group (trainees) that attended this course; 
 Very interesting tuition material and high qualified trainers; 
 The pleasant atmosphere; 
 Interesting and practical case-studies. 

 
 
The question “What did you dislike the most?”, brought in the following answers:  

 The tuition material for the third module was available only in Russian 
(request for Romanian version); 

 Too many theoretical aspects. 
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All the comments/wishes expressed by the CLS participants as well as requests 
and suggestions coming from the CEOs of the leasing companies from Moldova 
will be taken into account when organizing the next CLS course. 
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Recommendations related to the improvement of the 
legislation concerning the bonds issuance and trading, 
which requires amendments to legislative acts in force 

 
 

1. Article 163, Paragraph 5 of the Civil Code requires that all bond issuance be done as 
public offerings, effectively making private placement illegal. 

2. Article 24 Paragraph 4, article 261 and article 48 paragraph (2) of the Law on 
Securities Market will have to be amended in order to revoke compulsory 
registration and trading of bonds on the stock exchange. 

3. Article 16, Paragraph 9 of the law “On Joint Stock Companies” limits corporate 
bond issuance by any one corporation to the amount of the corporation’s paid-in 
capital instead of total capital. 

4. Article 163, Paragraph 5 of the Civil Code requires all payments effected under the 
auspices of a bond (purchase settlement, coupon interest and principle payments) be 
made in specie (cash). 

5. Article 48 Paragraph 1 of the law “On Securities Market” will have to be amended 
in order to allow initial placement of bonds on the stock exchange. 

6. Article 181 of the law “On Securities Market” will require amendment in order to 
support the convocation of general meetings of bondholders. 

7. Article 181, Paragraph 21 of the law “On Securities Market” prohibits an issuer from 
repurchasing his own discounted notes (bonds) at less than par value. 

8. To establish the law framework for governing the issuance and circulation (trading) 
of the mortgage bonds (concepts, participation of the representative and auditor, 
requirements to the register of mortgage, requirements to the issuer) – requires 
amendment of article 181 of the Law on Securities Market or new articles into the 
law. 

9. Article 181  Paragraph 25 of the law “On Securities Market” establishes a grace 
period of 30 days only after which bondholders may seek redress in the case of 
default by the issuer. 
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10. Article 24 Paragraph 1 and article 261 Paragraph 1of the law “On Securities 
Markets” require an issuer to repurchase his bonds only on the stock exchange.  

11.  Article 9 Paragraph 2 of the law “On Securities Market” will have to be amended 
in order to exclude the requirement for the registration of a Placement Report after 
issuance. 

12.  To establish a special regime of information disclosure by bond issuers, which 
would provide publication of specialized reports of issuers not only annually but at 
other times (semiannually, quarterly) requires amendment of article 54 of the Law 
on Securities Market. 
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ATCI

Steve Moody
Chisinau December 2008

IS THERE REALLY A CRISIS?

The TED Spread is a credit spread.  LIBOR is a commercial bank deposit rate; the T-Bill is the
‘risk-free rate of return.’ The spread measures the degree of confidence banks have in lending
to one another.

Benchmark Rate
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AAA Prime

BBB Investment Grade

IS THERE REALLY A CRISIS?

Corporate Bond Prices Collapsing

100

88.5

Source:  World Federation of Exchanges

IS THE CRISIS REALLY GLOBAL?
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S&P GLOBAL COMMODITY INDEX

IS THE CRISIS REALLY GLOBAL?

Real Estate

UK  -13.9%
SPAIN   -4.9%
FRANCE  -0.8%
AUSTRALIA  -1.8%

18.6%
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PRICES IN ALL ASSET CLASSES FALLING

STOCKS

BONDS

COMMODITIES

REAL ESTATE

ART

Deflation occurs when asset bubbles burst.
Asset bubbles burst when the availability of
greed and stupidity exceeds the availability of
capital.
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Real estate -- local

Asset Bubbles
form during periods of excess liquidity

Stocks, Bonds and Commodities
are Financial Assets

Financial Asset Bubbles
can be global

Local excess liquidity appears as excess reserves in local banks
but a subprime mortgage is also an example of local excess liquidity

The historical measure of global liquidity is
the amount of foreign currency reserves in foreign central banks.
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17 Sep 08

Subprime Crisis vs. Global Financial Crisis

16

SPV

Senior Транш A

Senior Транш B

Senior Транш C

‘Super Senior’ CDOs
А А

Senior Транш D

Senior Транш E

CDO

Collateralized Debt Obligation
Subprime and Alt-A Securitizations

$440 Billion

Level 3 Asset
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Market Value of ‘Super Senior’ CDOs
mark to market

Lehman Brothers

$80 Billion

Credit Default Swaps

cre it risk

interest rate risk

Two components of bond risk: interest rate risk and credit risk.
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Source: Credit Derivatives and Synthetic Structures, John Wiley & Sons, 2001; and www.pimco.com, 2006.

Credit Default Swaps

Amount      Company Coupon Tenor Rating
$10 mln          XYZ 5.5% 5 years AAA

Premium:  75 bps/year

BANK

BOND

INSURER

CDSCDS

Credit Default Swaps

CDS Premium vs. Reserves:  Arbitrage Opportunity?

Premium

Settlement

Credit Event

Reserves
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BANK

CDSCDS

Reserves

Credit Default Swaps

LOAN

 BROKER

CDS CDS

Credit Default Swaps are not a monoline insurance product.

BANK INSURER

CDS

Reserves

Credit Default Swaps

CDSLOAN

Credit Default Swaps do not increase the amount
of debt outstanding.  They increase market risk
by expanding the universe of ‘insured’ credit
products and the universe of potential insurers.
The net market risk of credit default swaps is zero.  
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Credit Default Swaps diversify credit risk away
from monoline insurers, but the risk remains
concentrated in the Financial Sector. . . 
and you don’t know who owns it!

Counterparty  Risk

Source  CreditSights, The Economist

Sellers of CDS Protection
(End 2007, in USD Trillions and Percent)

USAID ATCI Project Moldova, implemented by the Pragma Corporation – Ninth Quarterly Report
Attachment 11:  Presentation “Global Financial Crisis”



Source   Bank for International Settlements, Basel

Total Derivatives Outstanding by Type
(End December 2007, in USD Trillions) 

Notional Value of Outstanding Credit Default Swaps
(2001-2008 Q2, EOP, in USD Trillions)

Source   International Swap Dealers Association
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$22.0 Trillion
more than twice outstanding
mortgages

most outstanding mortgages
less than 7 years old

US Interest Rates

dot.com bubble

subprime crisis

‘deflation low’ 3.17

Fed raises rates
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Source:  US Census Bureau, Q3 08

46.4%

329 400

225 000

US Housing Bubble
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130.4 million housing units; 111.4 million households; home 
ownership rate:  67.9%; 51.8 million mortgages outstanding
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Outstanding Mortgages by Type
(End June 2008, in Trillions of USD)

Total Residential Mortgage Portfolio – USD 10.6 Trln

Ownership of Outstanding Mortgage Debt*
(On 30 June 2008, in Billions of USD)

ABS Issuers USD 2,025.3 Bln
Mortgage Pools USD 4,611.3 Bln
Total USD 6,636.6

Source:  Federal Reserve System, Flow of Funds Accounts, 09.08

*Adjusted from USD 11,325.0 Bln
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SPV инвестор
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ипотека
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ипотека

ипотека

АКТ КУПЛИ-ПРОДАЖИ

securitization
Fannie Mae or Private Label Pass-Through
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Ownership of Outstanding Mortgage Securities
(On 30 June 2008, in Billions of USD)

Total – USD 6.655 Trillion

Source:  Federal Reserve System Flow of Funds Accounts, 09.2008

USAID ATCI Project Moldova, implemented by the Pragma Corporation – Ninth Quarterly Report
Attachment 11:  Presentation “Global Financial Crisis”



Securitizations by Type of Mortgage

Source   Merrill Lynch
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Citigroup (C) 61 71
Wachovia (WB) 52.7 11
Merrill Lynch (MER) 52.2 29.9

Washington Mutual (WM) 45.6 12.1

UBS (UBS) 44.2 27.3
HSBC (HBC) 27.4 5.1

Bank of America (BAC) 27.4 30.7

JPMorgan Chase (JPM) 18.8 19.7

Morgan Stanley (MS) 15.7 14.6

IKB Deutsche Industriebank (IKBDF) 4.1 11.6

Lehman Brothers (LEHMQ.
PK) 13.8 13.9

Royal Bank of Scotland (RBS) 13.6 22.2

Credit Suisse (CS) 10.1 3

Wells Fargo (WFC) 10 5.8

Deutsche Bank (DB) 9.9 6

TOTAL 592.9 443

Cumulative Write-Downs

USAID ATCI Project Moldova, implemented by the Pragma Corporation – Ninth Quarterly Report
Attachment 11:  Presentation “Global Financial Crisis”



Source  BBC

Source   Calculated Risk  (www.calculatedrisk.blogspot.com) 
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The Secular Bear

1934 Gold Standard

1971 Bretto
n W

oods

1979 Saturday Night

Massacre

Currency Crisis?

Currency Crisis

Crisis of Monetary Policy

     

     

      
   

Currency Crisis?

Bretton Woods

Savings & Loan Crisis

dot-com bubble
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The Secular Bear

1934 Gold Standard

1971 Bretto
n W

oods

1979 Saturday Night

Massacre

Currency Crisis?

Currency Crisis

Crisis of Monetary Policy

2004 Greenspan’s 
Conundrum

54

Greenspan’s conundrum

200 bp

US Federal Reserve Monetary Policy

dampen housing bubble
stop carry trade
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+4.4 Trillion

+1.4 Trillion

Source   Brad Setser, Council on Foreign Relations
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Greenspan’s conundrum: 
foreign central bank purchases DEFEATED US monetary policy

US Federal Reserve Monetary Policy

Foreign Central Banks

LIQUIDITY TRAP

Fed Funds Rate
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1992 Collapse of USSR
350 million souls

1998 Final devaluation of ruble
44,350-fold devaluation

China
1 300 million souls

India
1 000 million souls

ATCI

Thank you.
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MEMORANDUM 
 
Date:  2 November 2008 
 
To:  David Lucterhand 
 
From:  Steve Moody 
 
Re:  Funding the Deficit in the General Reserve Fund of the National Bank of Moldova 
 
At end June 2008, NBM had accumulated MDL 1070.5 million (USD 107.0 million) of losses in 
its Undistributed P/L account.  According to our estimates, the loss consisted of MDL 1519.44 
million (USD 151.9 million) of devaluation losses on its foreign currency reserves less MDL 
443.34 million (USD 44.3 million) of profits from ordinary operations during the first half of the 
year.  These are estimates.  We have access to the NBM Balance Sheet but not to its Income 
Statements, so we do not know the exact amounts in each component.  The Balance Sheet at end 
June is the last published. 
 
At the end of Q2, NBM’s Balance Sheet showed Statutory Capital of MDL 609.2 million (USD 
60.9 million).  Statutory Capital consists of 1/3 Authorized Capital (MDL 200.0) and 2/3 General 
Reserve Fund (MDL 409.2), thus: 
 
Authorized Capital  200.0 
General Reserve Fund 409.2 
Other Reserves     13.6 
Undistributed Profit (Loss)  (1070.5) 
 
Assuming no further losses from MDL revaluation, at the end of December, undistributed losses 
will decrease by the amount of undistributed profit from Ordinary Operations during the second 
half of the year, which we estimate will be about MDL 450.0 million (USD 45.0 million), 
roughly equivalent to profit from Ordinary Operations during the first half of the year. 
 
Authorized Capital  200.0 
General Reserve Fund 409.2 
Other Reserves     13.6 
Undistributed Profit (Loss)   (620.5) 
 
According to the law “On the National Bank of Moldova,” Article 19, Paragraph 5, the General 
Reserve Fund shall be used exclusively to cover registered losses at the end of the financial year. 
Thus, at end December, undistributed losses of approximately  USD 62.0 million will be 
transferred to the General Reserve Fund, where it will create a deficit of approximately USD 
21.0 million.  (MDL 620.5 - 409.2 = 211.3/10 = USD 21.13.) 
 
Authorized Capital  200.0 
General Reserve Fund           (211.3) 
Other Reserves     13.6 
Undistributed Profit (Loss)        0.0 
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According to Article 19, Paragraph 6, Ministry of Finance is required to cover debit balances in 
the General Reserve Fund within 60 days of receipt of NBM’s audited financial statements.  
Thus, on or about 1 June 2009, the Ministry of Finance will have to issue government securities 
in the MDL equivalent of about USD 21.0 million and transfer those securities to the National 
Bank of Moldova.  The bills do not go into circulation; they remain in the National Bank till 
maturity. 
 
Given that the deficit in the General Reserve Fund will be relatively small, representing about 90 
days of profit from ordinary operations of the bank, we would advise the Ministry to issue short 
term bills (a maturity of six months or, maximum, one year).  
 

USD vs MDL, Oct 06-Oct 08 

 
 
Obviously, other outcomes are possible.  The extreme volatility of the foreign exchange markets 
during the past month takes the education out of educated guesses about the direction the 
USD/MDL exchange rate will take.  Clearly, however, there was a sharp reversal of the two-year 
trend of a weakening dollar, so the “no additional losses” scenario may be the best guess.  
Smaller losses are, of course, possible, in which case the amount MinFin transfers to NBM will 
less than USD 21.0 million and possibly even zero.  The less likely possibility at this point 
appears to be the “additional losses” scenario, in which case MinFin will have to transfer more 
than USD 21.0 million.  In any event, it is the outstanding debit on 31 December 2008 that 
determines the amount of the transfer, if any.  The transfer itself is probably a May-June 2009 
event. 
 
Issuing any debt at all to finance the National Bank is perceived to be fraught with political risk.  
Few Moldovan politicians understand the purpose and functions of a national bank, whose very 
existence in Moldova is viewed with suspicion.  Understandably, then, MinFin is unnerved by 
the prospect of having to fund any deficit in NBM and is actively searching for alternative means 
of accomplishing the task which might be politically more palatable.  One alternative gaining 
support is using NBM foreign currency reserves to retire all or a portion of the national foreign 
debt—currently, about USD 225.0 million. 
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NBM and the government have separate and distinct balance sheets:  foreign currency reserves 
are on NBM’s balance sheet, while foreign debt is on GOM’s.  In order to retire any amount of 
foreign debt, MinFin would first have to buy foreign currency reserves from NBM, which it 
would do by transferring government bonds to the National Bank in the MDL amount of the 
purchase.  The transaction would be essentially the same as funding the deficit in the General 
Reserve Fund with the additional advantage of reducing the amount of foreign currency reserves 
in the NBM subject to forex fluctuations.  Reducing foreign currency reserves could become a 
disadvantage, of course, should Moldova face a banking or currency crisis as a result of recent 
international financial events. 
 
Neither a currency nor a banking crisis appears likely at this point; in fact, in this respect, 
Moldova’s economy appears somewhat countercyclical.  However, should Europe, Eastern 
Europe and Russia follow the US into recession—an event that looks ever more likely—
Moldova and NBM will suffer consequences.  The first of these is likely to be a reduction in the 
inflow of remittances from Moldovan workers abroad.  Similarly, both Foreign Direct 
Investment and export income will fall.  Last, there could be in influx of workers who’ve lost 
jobs abroad; they will not easily find employment or income in Moldova.   
 
Before MinFin funds the current deficit in NBM, all of these issues will have to be taken into 
consideration. 
 
Now, the last possibility is that MinFin refuses to fund the 2008 deficit, if any, in NBM.  MinFin 
cannot legally refuse without first amending the law “On the National Bank of Moldova.”  The 
IMF is not aware of any plans to amend the law, though it’s not inconceivable that amendments 
have been prepared.  First, however, IMF would vigorously defend the current law against any 
amendments, were they to be proposed.   IMF wrote the law in support of its current agreement 
with GOM, with which IMF clearly has suasion.  Second, in an election year, any attempt to 
change the law on the National Bank would be viewed with suspicion, since no one understands 
the National Bank anyway.  Thus, it appears unlikely MinFin will attempt to amend current law 
before elections next year.  Should there be an attempt after elections, USAID should side with 
the IMF in support of current legislation. 
  




