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Quarterly Report: March 31, 2003 

Ukraine Bank: Supervision Development 
Contract #PCE-I -00-99-00006-00 T0#827 

Quarterly Report 
January 1, 2003 to March 31, 2003 

L The NBU Bank Supervision Department evolves its processes so that risk-based 
supervision becomes the basis for both its inspection and enforcement. The following 
aspects of bank snpervision are modified to reflect the new emphasis on risk-based 
supervision. 

1. On-site Inspection: BSD staff is expert, not only in fmancial analysis (as is 
presently the case), but also in analysis of how adequate the banks' risk 
management systems are, in light of current and foreseeable risks that the bank 
faces with its current and prospective range of services. Written examination 
procedures place greater emphasis for the risk-management system. The 
"CAMELS" and "report of examination" - for each bank examined - reflect the 
NBU's evaluation and recommendations for correction of any weaknesses found in 
the bank's risk management system. 

By September 30. 2002 
• Determine the appropriate method of training and devise a plan to deliver training in the 

evaluation of banks' risk management systems to NBU Senior Management and executive 
/ committees, and BSD upper and middle management. 

Advisors: Blimling, Wilson, Ladokhina, Antonova 
NBU Counterpart: Kireev, Ivanenko 

The schedule for training of NBU and BSD management is currently being developed by the 
Risk Based Supervision Task Force. Training of the Task Force was conducted in October 
2002. The Task Force has decided to wait to provide formal training of BSD management and 
staff until the Risk Assessment System (RAS) is .folly developed and approved which is 
anticipated to be in the third quarter of2003. 

• Develop schedule to review chapters of the Onsite Manual to focus and empbasize the 
evaluation of banks' risk management system. 
Advisors: Blimling, Ladokhina 
NBU Counterpart: Zinchenko, Romanenko 

A tentative schedule of revising the Onsite Manual has been developed. As part of their 
responsibilities, the Task Force will review andfinalize the schedule. This will occur once the 
Task Force finalizes the Risk Assessment System (RAS). 
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By December 31. 2002 
• Implement training plan in the evaluation of risk management systems to NBU Senior 

Management and executive committees, and BSD upper and middle management. 
Determine appropriate method of training and devise a plan to deliver training to the staff of 
the NBU head and regional offices. 
Advisors: BlimJing, Wilson, Ladokhina, Antonova 
NBU Counterpart: Kireev, Ivanenko 

Training of Task Force was held in October, with additional training delivered to Regional 
supervision managers in December. The training focused on introducing the concept of Risk­
based Supervision and the components of a comprehensive risk management system in 
commercial banks. The RAS will be finalized in the second quarter of 2003. The Task Force is 
working on a training schedule (which will be finalized when the RAS is tested) for the BSD 
management and staff In late December, Mr. Sergey Tyhypko replaced Mr. Stehlmakh as 
Governor of the NBU and Mr. Alexander Shlapak was named Deputy Governor of Bank 
Supervision. Given these changes in NBU senior management, the Task Force is developing a 
proposal for the training of NBU senior management for Mr. Shlapak's approval. 

• Begin to review targeted chapters of the Onsite Manual and ascertain necessary changes to 
focus and emphasize the evaluation of a bank's risk management system. 
Advisors: Blimling, Ladokhina 
NBU Counterpart: Zinchenko, Romanenko 

The Task Force has not set a schedule for revising the Onsite Manual. Although BearingPoint 
advisors began reviewing credit related chapters, this exercise has been put on hold until the 
Task Force identifies a suitable counter part for further development of the Onsite Manual. 

• Review and recommend revisions to the CAMELS Policy and Report of Examination to 
place more emphasis on the evaluation and impact of a bank's risk management system: 
Advisors: Blimling, Ladokhina 
NBU Counterpart: Zinchenko, Romanenko 

The Resident Advisor has begun a review of the CAMELS Policy and Report of Examination. 
Recommendations from this review will be provided to the Task Force when they begin the 
review of Risk-based Supervision tools and techniques. 

By March 31. 2003 
• Initiate recommendations to change the targeted chapters of the Onsite Manual to focus and 

emphasize the evaluation of a bank's risk management system. 
Advisors: Blimling, Ladokhina 
NBU Counterpart: Zinchenko, Romanenko 

BearingPoint advisors will work closely with bank supervision personnel assigned to this 
exercise by the Task Force. We antiCipate the revision process to begin in the third quarter of 
2003, however, this will depend on the activities of the Task Force. 

By June 30. 2003 

BearingPoint, Inc. 2 March 31, 2003 



Ukraine Bank Supervision Development 
Contract #PCE-I-00-99-00006-00 T0#827 
Quarterly Report: March 31, 2003 ,~ 

• Assist in the issuance of revised chapters of the Onsite Manual. 
Advisors: BlimJing, Ladokhina 
NBU Counterpart: Zinchenko, Romanenko 

2. Off site Analysis: MIS reports modified, based on the risk-assessment 
methodology. External audit results incorporated into the supervisory strategy of 
banks. 

By December 31.2002 
• Review and detennine necessary changes that address risk-assessment methodology in 

current reporting requirements 
Advisors: Kutsenko 
NBU Counterpart: Zinchenko, Romanenko, Karcheva 

The review of existing reports submitted by commercial banks to the NBU has been completed. 
Identification of current risk assessment methodology is in process, and we expect to complete 
this action based on the Task Force's schedule. Once the Task Force finalizes the development 
and testing of the RAS, we will make recommendations to forther enhance commercial bank 
reporting reqUirements. 

• Review frame work of supervisory strategies and detennine if and to what extent audit 
results are incorporated in their development 
Advisors: BlimIing, Kutsenko, Ladokhina 
NBU Counterpart: Zinchenko, Romanenko, Karcheva 

The Resident Advisor has reviewed the supervisory strategy process and a sample of individual 
bank strategies. While audit results are referred to in various comments, there is little evidence 
that these results are taken into consideration when developing supervisory strategies. We 
conducted a thorough review of the status of the internal and external bank audit processes. We 
are currently working with Task Force members on revamping the bank supervision Supervisory 
Strategy process, which will incorporate audit recommendations. 

By March 31. 2003 
• Make recommendations and assist in implementation of changes and additions to reporting 

requirements and the development of supervisory strategies. 
Advisors: All 
NBU Counterpart: Zinchenko, Romanenko, Karcheva 

One of the first initiatives of the new NBU Governor was to optimize the reporting requirements 
placed on banks. Unfortunately, the RAS policy was not ready by the time of this exercise, and 
therefore the major goal was to reduce the reporting burden on the banks leaving enough room 
for early warning indicators, rather than implementing offsite tools needed to assess risks 
defined by the RAS. As a result of optimizing the current reporting requirements, a good 
compromise was found between the frequency and content of reports. It is expected that once 
the RAS policy is finalized there will be another round of reporting requirements review. 
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3. Licensing: Requirements for both renewal and new bank licenses are changed to 
require risk management systems that meet NBU standards. 

By March 31, 2003 
• Review and determine necessary changes to licensing policies and practices to require banks 

to develop and employ comprehensive risk management systems. 
Advisors: Gegenheimer, Telychko 
NBU Counterpart: Parkhomenko 

We have reviewed NBU Regulations #275, #375 related to registration and licensing of banks. 
We determined major weaknesses as well as outlined necessary changes to require banks to 
develop and employ comprehensive risk management systems. More specific recommendations 
will be provided during the next quarter. 

By June 30, 2003 
• Make recommendations and assist in implementation. 

Advisors: Gegenheimer, Telychko 
NBU Counterpart: Parkhomenko 

4. Organization and Stafimg: Supervisory personnel are trained in risk-based 
management. The organizational structure of the Bank Supervision Department 
will be reviewed and changed to reflect the evolution of risk-based management. 

By December 31.2002 
• Identity training opportunities at the National Bank Poland (NBP) or U.S. based regulators 

for one or more Bank Supervision employees and begin organizing stndy tour. 
Advisors: Antonova, Ladokhina, Blimling 
NBU Counterpart: Pushkaryov (Kireev) 

National Bank of Poland Based Training: 
We identified training opportunities at the National Bank of Poland's Training Initiative for 
Banking Supervision (TIBS) for the year 2003. Having conducted preliminary needs analysis at 
the NBU's GDBS, we envision training at two levels: 
1. Leadership skills for senior managers in BSD responsible for strategic development This 

involves Participation of the General Department of Bank Supervision (GDBS) Director 
and/or Deputy Directors in the Bank Supervision Leadership Program conducted in 
Warsaw. The Toronto International Leadership Centre organizes this program in 
partnership with nBS. The training is scheduled for March 2003. We also envision 
additional technical skills training for middle level managers responsible for 
institutionalizing and implementing a risk-based supervision approach Due to the changes 
in management that happened at the end of the year 2002 and active involvement of all 
senior GDBS managers in the development of the "Comprehensive Program for the 
Development of the Banking System of Ukraine for 2003 - 2005, " the GDBS was not able to 
send one of its managers to the Leadership Development Skills training scheduled for 
March 2003. 
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2. Technical skills development for NBU staffthroughfour seminars offered by nBS in 2003 
on different issues related to Risk-based Supervision, Credit Risk, and Bank Examination 
Tools and Techniques. This list of courses will be jinalized at the beginning of the next 
quarter. Other initiatives contemplated include Participation of a large group of NBU staff 
(15 people) in an On-site Supervision Tools and Techniques course delivered by TIBS, and 
participation ofNBU staff, TIBS and BearingPoint advisors in the development of a tailored 
Risk-based Supervision course specifically designed for bank supervisors in CIS countries. 
The following training initiatives are scheduled or planned so far: 

a. Scheduled: Seminar on Market Risk Regulation and Supervision, June 3-6, 2003. 
We shared information on this seminar with different areas of the NBU, including 
the newly formed group of advisors to the NBU Governor, Research Center of the 
NBU headed by the former Director ofGDBS, Mr. Kireev, and the GDBS. In April 
the list of participants will bejinalized. Since this seminar will be a regionalforum, 
TIBS submitted a request to our project to complete a survey of existing Ukrainian 
market risk regulation and supervision practices. This survey will be finalized in 
April and submitted to the TIBS. 

b. Planned: Seminar dedicated to Best Practices in Bank Regulation and Examination: 
Regional Experience and Challenges for bank supervisors of the former Soviet 
Union countries with potential involvement of the GDBS experts in course 
development and delivery. This course tentatively planned for November 17-21, 
2003 and will be Simultaneously translated into Russian. Our project will also be 
involved into the translation of course materials from English to Russian. 

c. Planned: Seminar on Risk-based supervision with a focus on evaluation of risk 
management systems, risk-based supervision, credit supervision and funds 
management. This course is tentatively scheduled for September 2003 and can be 
delivered in Kiev by experienced Polish trainers for the large audience of bank 
supervisors and examiners of the NBU. 

BearingPoint drqfted an official memo to Personnel Department of the NBU that coordinates all 
training initiatives in order to facilitate communication between the GBDS and TIBS. After the 
NBU officially expresses interest in these training initiatives, both parties will start the 
implementation process with active involvement of BearingPoint. 

U.S. based training: 
After consulting with senior managers ofGDBS, we believe that we will use the sameformatfor 
U.S. based training as was used in 1998 when we partnered with the FSVC in arranging study 
tours. At that time, three examiners from the NB U Inspection staff participated in examinations 
of u.s. banks located in the states of New York and New Jersey. According to our original 
plans, this training is scheduled for late falliwinter of 2003 and will include 3-4 bank examiners 
going to the States to take part in acC-based bank examinations. In order to use the same 
format, NBU staff (4-6 people) must take intensive English language courses. Next quarter we 
will focus on establishing contacts with U.S. based regulators andjinalizing the format for U.s. 
based training programs. 

Part of BearingPoint U.s. based training budget was used to pay for partiCipation of the Head 
of Financial Monitoring Department in the Annual International Anti-Money Laundering 
Conference conducted in Miami Beach, Florida, on March 26-29, 2003. This newly established 
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department will coordinate all anti-money laundering activities initiated by the NBU for the banking sector of Ukraine. Conference results and supponing documents were incorporated into a new policy on finanCial monitoring that was developed by this department. 

• Identity participants in study tour at NBP or U.S. based regulator and conduct study tour. 
Advisors: Antonova, Ladokhina, Blimling 
NBU Counterpan: Pushkaryov (Kireev) 

Meetings were held with Mr. Kireev, Ms. Faber, Mr. Drobiazko, Ms. Zhabska. and Ms. Mironenko to discuss the purpose of the study tours, their focus and required underlying commitments. Together, with BSD management, we began developing a proposal for a group of NBU employees to participate in United States based study tours. A preliminary list of people was developed and a partial commitment was obtained from Mr. Kireev concerning the English lessons. 

Since the focus of this project is risk-based supervision, we want to make sure the that these study tours and potential participants fit into the general scope of the project and the study tours serve the general purpose of educating the best GDBS examiners with risk-based supervision methods and approaches. The next steps are finalizing the lists of potential participants, adjusting the original proposal and obtaining NBU's new management commitment. In soliciting NBU's management commitment, we will recommend including regional examiners into the list of potential participants. 

At this stage of development, we focused on the job descriptions and responsibilities of panicipants (rather than specific individuals) who we think can benefit from leadership development and technical training. BearingPoint will make a strong recommendation to the NBU management to allow bank examiners from regional offices to benefit from this training. In the next quarter we will finalize the list of people and pursue BSD management agreement. 

Ongoing 
• As risk-based supervISIon is developed within the BSD, make recommendations to management concerning potential changes in organizational stmcture. 

Advisors: Blimling, Wilson 
NBU Counterpan: Shlapak (Krotyuk), Pushkaryov (Kireev) 

We conducted no activity in changes to the organizational structure during the quaner. 

5. Legal Issues: (Note: This section calls for the implementation of new laws and 
regulations, and amending current legislation. We feel that a thorough review of all 
pertinent laws and regulations, along with full agreement and cooperation from NBU 
Bank Supervision and Legal Departments are necessary before implementation can take 
place. Therefore, the actual implementation phase may only be accomplished after 
considerable research and consultation with NBU management and staff, and the 
banking industry.) Elements of the legal framework are further elaborated which 
deal with different aspects of the banks' required systems of risk management. In particular new implementing regulations are developed requiring risk-
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management units and board-approved risk limits within banks. An amendment 
to the Law on Banks and Banking is developed to require the internal auditors of 
commercial banks to report to the Supervisory Council of their bank (rather than, 
as currently required, to their Board of Management.) 

By December 31. 2002 
• Review current body of legislation and regulations to ascertain changes in existing laws and 

regulations and/or the need for new laws and regulations that would strengthen NBU 
authority to require and enforce the requirement for risk management systems and 
appropriate internal/external reporting requirements. Determine the need, degree, and 
method of educating judges on the proper scope of judicial review, in order to prevent 
unnecessary legal impediments to achieving bank supervisory goals. 
Advisors: Gegenheimer, Telychko 
NBU Counterpart: Krotyuk, Kireev, Pasechnyk, Romanenko 

We completed our research into relevant international regulatory practices requiring the 
presence of risk-management systems and systems of internal control in commercial banks. We 
reviewed banking laws and regulations of approximately 20 prominent countries worldwide, 
and selected the most trustworthy and comprehensive examples of legal regulations in the areas 
of risk management and internal controls. The final review contains a description of 
approaches, references, and actual language from laws and regulations of Canada, Germany, 
France, The Netherlands, and The United States. 

We compared the current body of Ukrainian legislation, in particular, the Law on Banks and 
Banking and the Law on the National Bank of Ukraine, with the laws and regulations identified 
from our research. We outlined, in a memorandum, our recommendations to improve the 
efficiency and enforceability of regulatory requirements for risk-management systems and 
systems of internal control in commercial banks of Ukraine. 

We also reviewed the system of commercial courts in Ukraine and the current legal framework 
in requiring an adequate competency level for judges. We prepared a memorandum outlining 
our opinion on the need for additional training of judges in the areas of economic and financial 
law, and regulatory enforcement actions. 

By March 31. 2003 
• Develop strategy to ensure recommended changes and the development of new laws and 

regulations are efficiently accomplished. 
Advisors: Gegenheimer, Telychko 
NBU Counterpart: Shlapak (Krotyukj, Pushkaryov (Kireevj, Pasechnyk, Romonenko 

We have developed and distributed a comprehensive memo on recommended changes in law to 
relevant members of the Task Force. The memo incorporates many recommendations made in 
our previous internal memoranda on legal enhancement, but it is further elaborated and covers 
some other relevant issues. The idea was to discuss the memoranda with Task Force members 
and use the results of the discussion as well as members' vision on real timeframes for those 
changes in order to better develop the strategy (anticipated schedule of those amendments). Due 
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to overload of management we had only preliminary discussion within the Task Force. The 
development of a schedule with real tentative dates of achieving necessary steps will require 
feedback from all related members of the Task Force (methodology, legal, licensing, audit) and 
coordination with some benchmarks and deadlines outlined in the "Comprehensive Program for 
the Development of the Banking System of Ukraine for 2003 - 2005." This will require 
additional time and may be achieved only in the next quarter. 

By June 30. 2003 
• Begin to provide recommendations on specific laws and regulations concerning risk 

management systems and internal/external audit issues per strategy. 
Advisors: Gegenheimer, Telychko 
NBU Counterpart: Sh/apak (Krotyuk), Pushkaryov (Kireev), Pasechnyk, Romanenko 

In November and December 2002, we participated in several meetings of the GDBS working 
group charged with developing amendments to the Law on Banks and Banking. We took 
advantage of this opportunity to promote our ideas for improving the efficiency of risk­
management systems in banks. As a result, the GDBS included many of our recommendations in 
their official submission to the NBU Legal Department. These recommendations included 
subordination of the Internal Audit function to the Supervisory Council (rather than to 
management as it is in the current law), more emphasize on strategic and controllingfunctions 
of the Supervisory Council, requirements of the Supervisory Council members as per Basel 
principles, requirements as to specific risk management policies rather than merely establishing 
risk limits, the NBU right to remove members of the management Board or Supervisory Council, 
ability to apply enforcement measures in case of inadequate risk-management systems or 
poliCies, etc. 
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II. The banking community understands and accepts risk-based supervision. The contractor 
will advise and assist the National Bank in the elaboration of regnIatory standards and an 
action plan for implementation of risk-based supervision at the commercial banks. 

1. Compliance: NBU BSD develops a plan for compliance with the new regulations 
on risk-based supervision. 

By December 31. 2002 
• Working with BSD management, determine the minimally acceptable risk management 

standards that all banks must maintain (These standards will also guide our 
recommendations and efforts in the areas of legal, licensing. onsite manual, offsite risk 
indicators, training, etc.). Develop plan for informing and educating bankers on the 
necessity of effective risk management systems. 
Advisors: BlimJing, Wilson 
NBU Counterpart: Shlapak (Krotyuk), Pushkaryov (Kireev) 

We have begun developing a concept paper that will be used by the Task Force in their 
development of a strategy to educate the banking community on the needfor comprehensive risk 
management systems. Task Force members have met with three banks, which have also 
provided presentations on their risk management systems. 

By March 31. 2003 
• Present plan to BSD management. 

Advisors: BlimJing, Wilson 
NBU Counterpart: Shlapak (Krotyuk), Pushkaryov (Kireev) 

See Il.3 below. 

By June 30. 2003 
• Obtain approval and implement plan. 

Advisors: BlimJing, Wilson 
NBU Counterpart: Shlapak (Krotyuk), Pushkaryov (Kireev) 

2. Diagnostic: NBU Bank Supervision Department (BSD) reviews the main products 
and services of a sample of the two tiers of larger banks (about 25 banks, 
accounting for over three-Courths oC banking system assets) and assesses the types 
oC risks relevant Cor each. 

By September 30, 2002 
• Develop methodology for surveying a sample of banks to determine the types and volume of 

products and services they offer, and how the banks management deals with associated 
risks. 
Advisors: BlimJing, Kutsenko 
NBU Counterpart: Pushkaryov (Kireev), Ivanenko 
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We have itiformally conducted an inquiry on the risks that commercial bank management 
focuses their risk management systems. This information was gathered through discussions with 
on-site supervisors, off-site analysts, and commercial bankers. The information has allowed us 
to guide the T ask Force in prioritizing the development of the Risk Assessment System. As the 
Task Force continues to develop the "Pilot Bank" program, they will determine the need, 
structure, methodology and presentation of aformal survey. 

By December 31. 2002 
• Assist in conducting survey. 

Advisors: Blim/ing, Wilson 
NBU Counterpart: Shlapak (Krotyuk), Pushkaryov (Kireev) 

The Task Force continues its work on the development of a Risk Assessment System and laying 
the preliminary groundworkfor the "Pilot Bank" program. 

By March 31. 2003 
• Assist in interpreting survey results to assess the risks relevant for each bank and their array 

of products and services. 
Advisors: Blim/ing, Wilson, Vance, Kutsenko, Ladokhina 
NBU Counterpart: Shlapak (Krotyuk), Pushkaryov (Kireev) 

A draft Risk Assessment System (RAS) was developed based on best international practices. 
Within the Task Force a Core Group was established which included representatives of the 
onsite and offsite areas, a person from the group of Governor's advisors, and two 
representatives of BearingPoint. The immediate task of the Core Group was to review and 
amend the proposed RAS in order to develop a draft that would be the most suitable for 
Ukrainian conditions, including the legislation, practices and expertise available to the 
banking supervision area. As a result, the draft RAS was presented to Task Force members, 
NBU regional offices, and commercial banks in order to obtain their opinion and input, which 
is to be taken into consideration at the preparation of the final version of the RAS. 

3. Template: NBU BS develops a template covering the panoply of risks, and 
describes the key elements needed for an effective risk management system. 

By December 31. 2002 
• Determine the best methode s) to communicate elements of an effective risk management 

system. (May not involve the development of a "template ", but rather incorporated in the 
revision and development of supervisory manuals, and tools developed for commercial 
banks.) 
Advisors: Brim/ing, Wilson 
NBU Counterpart: Task Force (see #5 below) 

The Task Force continues to its work on the development of the "Pilot Bank" progranL By 
working with this group of banks, the Task Force will decide the best means of communicating 
the essential elements of a comprehensive risk management system, that all commercial banks in 
Ukraine must develop. 
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By March 31, 2003 

. ~ 

• Develop plan to begin the introduction of the methods developed in the above step to BSD 
management and staff, and banking industry. 
Advisors: Blimling, Wilson, Vance, Ladokhina 
NBU Counterpart: Task Force (see #5 below) 

The method chosen as means of communicating to commercial banks essential elements of a 
risk management system and the plan of its introduction are related to the implementation of 
the Pilot Bank Program, which began on March 21, when the draft RAS was sent to 
commercial banks for their input. The Pilot Bank Program consists of two essential elements: 
1) The RAS testing in a commercial bank based on which recommendations will be developed 
on both the RAS improvement, and on the development or enhancement of the risk 
management system in this bank. Also, based on the testing results guidelines for commercial 
banks on their risk management systems will be developed. The testing is to be conducted 
within an onsite examination. For this, Ukrsotsbank was chosen, where the scheduled onsite 
examination starts on April 1 0, 2003. 
2) For the Pilot Bank Program, eight banks were selected to make presentations to the Task 
Force on their risk management systems in order to fUlfill two objectives: 

a. To obtain information on the extent to which the banks have developed risk 
management systems in order to take this into consideration during the 
preparation of the guidelines on the risk management system; and 

b. To use this opportunity as a PR action to promote the NBU initiative on the 
risk based supervision. 

4. Tools: NBU BS develops tools for the commercial banks in implementing "risk 
based" systems, snch as examples of policies, andits programs, MIS software for 
implementation by individual banks, 

By December 31, 2002 
• Determine the extent of tools the NBU can provide to commercial banks to assist in 

implementing and sustaining risk management systems. 
Advisors: All 
NBU Counterpart: Task Force (see #5 below) 

The Task Force will begin to address the extent of tools they feel the NBU should provide to 
commercial banks during remainder of the year. 

By March 31, 2003 
• Begin to assist the NBU in developing necessary tools. 

Advisors: Kutsenko, AU 
NBU Counterpart: Task Force (see #5 below) 

No activity this quarter - t he Task Force was working on the first draft of Risk Assessment 
System. Only once RAS gains its final form will the Task Force begin to develop the necessary 
tools. 
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5. (Note: We have determined that a separate Director and Committee is not necessary 
since "Risk-based Supervision" is to become an integral part of all supervisory efforts. 
Instead, we are proposing that a task force be established that will guide the BSD 
through the implementation of "Risk-based Supervision ".) Risk-based Supervision 
Director aud Committee: The NBU designate a small group of examiners to be 
responsible for risk management implementation ("Risk-Based Supervision 
Committee") and senior Bank Supervision Department Official ("Risk-Based 
Supervision Director"), who will be the NBU's primary liaison with the banks in 
the implementation of the new methodology. This group is responsible for training 
other NBU examiners in risk management, for reviewing implementation plans and 
policies, and for evaluating and providing on-site assistance regarding the 
procedures developed by individual banks. 

By December 31. 2002 
• Develop proposal for creation of the Task Force, establishing specific responsibilities and 

criteria for membership. Assist in establishment of the Task Force and membership 
selection. 
Advisors: Blimling, Wilson 
NBU Counterpart: Krotyuk, Kireev, Ivanenko 

With permission from Mr. Krotyuk and Mr. Kireev, the Risk Based Supervision Task Force, with 
~. Ivanenko in charge, was formed in September 2002. The Task Force membership is 
comprised of key Bank Supervision managers, a representative from the NBU Legal 
Department, representatives from the Governor's advisor group and BearingPoint advisors. We 
provided training to the Task Force in the essentials of risk-based supervision and the key 
elements of a commercial bank's risk management system. Additionally, the Task Force began 
a series of presentations delivered by commercial bankers covering their risk management 
systems. The Task Force has identified and defined 10 risk categories that will focus BSD risk 
based supervision efforts. They have decided on the format of the Risk Assessment System and 
began to develop risk assessment criteria for each of the risk categories. This process is 
scheduled for completion by mid-February. 

BearingPoint contribution to the Task Force involved the preparation of materials on the 
definition of risks, risk assessment systems and the concept of risk-based supervision. We 
provided to the Task Force material from a number of regulatory agencies, including Canada, 
Hong Kong, India, Japan, South Africa, Singapore, the U.S. Federal Reserve, FSA, FSR. etc., 
during this development stage. Additionally, we prepared an article on risk management and 
risk assessment systems requested by Mr.Drobiazko to be published in January 2003 in the 
Financial Risks magazine. Materials of the Financial Services Roundtable were used for the 
preparation of the article. 

6. Communication: NBU's "Risk-based Supervision Committee" develops seminars 
and prepares training materials to be made available to the banks as guidance on 
implementation of risk-based systems and the new NBU regulations in this area. 
(A policy manual should be given to the bankers by the NBU early in the process to 
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provide this guidance and as a basis for discussion at meetings with senior 
bankers.) 

By December 31. 2002 
• Establish contacts/relationships with trade groups, i.e., bankers association, risk managers' 

association, training groups/institutes, internal and external auditing groups, etc. Determine 
the feasibility of industrial advisory groups to work with the NBU, and if feasible, develop 
method and timing of cooperation. (This step is critical in the development of bankers 
training and assessment of products and risk management systems.) 
Advisors: Antonova, Kutsenko, Ladokhina, Blimling 
NBU Counterpart: Task Force 

BearingPoint has established contacts with International Management Institute, the National 
Center for the Training of Bank Personnel of Ukraine, World Bank and other donor agencies 
and trade groups. As the Task Force finalizes its Risk Assessment System and approaches to 
Risk-Based Supervision, we will be able to determine the level and needfor their involvement as 
well as specific methods and time frames. These organizations are aware of our efforts in the 
development of a Risk-Based Supervision approach and will be informed on our continuous 
efforts in this area. 

As soon as Risk Assessment System and risk-based supervision methodology are finalized, we 
will be able to develop a plan for the involvement of training institutes, other donor agencies 
and trade groups in the development and delivery of bankers training and assessment of 
products and risk management systems. 

• Determine the necessary training materials and plan of delivery to cover all commercial 
banks in Ukraine. 
Advisors: Ladokhina, Antonova, Blim/ing 
NBU Counterpart: Task Force 

This element is delayed until the Task Force finalizes its risk assessment system and "Pilot 
Bank" program Meanwhile, BearingPOint is gathering training material for potential seminars 
to be delivered by the Task Force to commercial banks. BearingPoint is also working with FMI 
in the development of a Corporate Governance seminar(s) for Supervisory Council members of 
commercial banks. 

By March 31. 2003 
• Develop policy manual that will provide guidance to commercial banks in establishing and 

maintaining risk management systems. 
Advisors: Blimling, Wilson, All 
NBU Counterpart: Task Force 

The Task Force is in the process of testing the newly created RAS (see above). When the test is 
finalized, and input from the "Pilot Bank" program is analyzed, the Task Force and 
BearingPoint advisors will develop the necessary policies, regulatiOns and guidance to 
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commercial banks. BearingPoint advisors are working closely with the inspection crew testing 
the RAS. This participation will add valuable insight into the development of policy guidelines. 

By June 30, 2003 
• Deliver policy manual and assist iu distribution. 

Advisors: BlimJing, Wilson, All 
NBU Counterpart: Task Force 

7. Role of external and internal auditors: The NBU, through its regulations and its 
inspection procedures, focus on getting the management and bank boards to more 
rigorously incorporate, in a systematic way, analyses and recommendations of the 
internal and their external auditors. (Substantial work is needed in this area. 
Regulation, certification, and actual practices of internal and external audit in 
Ukraine are very weak.) 

By December 31, 2002 
• Determiue status of regulatory framework requiring bank directorate and management to 

fully iucorporate, iu a systematic way, the recommendations of iuternal and external 
auditors. 
Advisors: Gegenheimer, Te/ychko 
NBU Counterpart: Pushkaryov (Kireev), Zinchenko, Pasechnyk, Romanenko 

We have reviewed the current body of legislation, including the laws "On Banks and Banking 
Activity", . "On the National Bank of Ukraine", "On Audit Activity", in addition to NBU 
Regulation #114 "On approval of Regulation on organization of internal audit in commercial 
banks of Ukraine" dated 03120198, NBU Regulation #358 "On approval of Methodological 
guidelines as to application of standards for internal audit in commercial banks of Ukraine" 
dated 07120199, NBU Regulation #53 "On measures as to further development of bank audiJ" 
dated 02109199, NBU Regulation #271 "On approval of Policy on Qualification Commission of 
the National Bank of Ukraine on certification of auditors, provisional administrators and 
liquidators of banking institution, and Policy on certification of auditors of banking 
institutions ", other rules and regulations. Our opinion as to the adequacy of the regulatory 
framework requiring bank directorate and management to fully incorporate, in a systematic 
way, the recommendations of internal and external auditors, will be provided to the Task Force 
when they begin their review of laws and regulations. 

By March 31, 2003 
• Make recommendations for necessary changes to statutory requirements. 

Advisors: Gegenheimer, Telychko 
NBU Counterpart: Pushkaryov (Kireev), Zinchenko, Pasechnyk, Romanenko 

During meetings of the GDBS working group charged with developing amendments to the Law 
on Banks and Banking that took place in November - December 2002, we made 
recommendations on subordination of the Internal Audit junction to the Supervisory Council 
(rather than to management as it is in the current law), more emphasize on strategic and 
controlling junctions of the Supervisory Council, requirements of the Supervisory Council 
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members as per Basel principles, the NBU right to remove members of the management Board 
or Supervisory Council. The GDBS included many of our recommendations in their official 
submission to the NBU Legal Department. We also incorporated our recommendations in a 
comprehensive memo on necessary legal changes that was distributed to relevant parties. 

• Detennine status of bank internal and external audit practices, professional training, 
certification and licensing requirements. 
Advisors: Kutsenko, Telychko 
NBU Counterpart: Zinchenko 

In October - November 2002 BearingPoint advisors established relations with Institute of 
Internal Auditors {Mrs. Shpakovska} and reinforced relations with National Centre for Training 
Bank Personnel in Ukraine {Mr. Geyets}. Both these institutions are involved in the process of 
training bank internal auditors. At that time, we explored the possibility of updating their 
training curricula to address risk management practices and requirements once the Task Force 
formulates by the Task Force. 

In February - April 2003 a survey was conducted to find out current problems and on-going 
initiatives of government and self-regulated agencies with respect to internal and external audit 
junctions. Based upon this, study recommendations were prepared on how to improve these 
junctions. 

• Detennine status of NBU efforts to improve internal and external audit functions in 
commercial banks. 
Advisors: Kutsenko, Telychko 
NBU Courrterpart: Zinchenko 

In November 2002, the NBU via Dutch GrantIWorld Bank funding launched a program to 
review the existing audit regulations pertaining to bank external audits. This program is to be 
extended into the first quarter of 2003. In December 2002, Mr. Kireev requested that 
BearingPoint advisors work closely with this WE initiative to ensure application of best 
international practice with respect to bank external audits. 

By June 30, 2003 
• Make recommendations for further efforts to improve internal and external audit practices 

and BSD oversight. 
Advisors: Kutsenko, Telychko 
NBU Counterpart: Zinchenko 
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m. The NBU Bank Supervision Department implements an institutionalized program for 
training, atreer advancement and certifiattion of bank supervision officials. The 
NBU Bank Supervision Department, USAID advisors, and World Bank advisors and 
instructors will work together to develop an integrated approach to establish a 
consistent and sustainable program for improved training and for "certifiattion" of 
bank supervision personnel. 

1. Curriculum: The NBU BSD develops a comprehensive, classroom-training 
curriculum for a set of core courses that aU bank supervision personnel would be 
expected to take during their initial years in the Department. 

By December 31, 2002 
• Analyze and assess existing approaches to the organization of the training process in the 

NBU and BSD, and develop recommendations on their improvement. 
Advisors: Ladokhina, Antonova 
NBU Counterpart: Ivanenko, Personnel Department 

Activity complete. We conducted meetings with Personnel Department representatives (Mr. 
Bezugly, Manager of the training unit/Deputy Director of the Personnel Department and Ms. 
Pshenychna, his deputy), Ms. Ivanenko, Mr. Kireev, Ms. Faber, Mr. Drobiazko, and employees 
from the Division of Coordination and Planning, which is in charge of the trainingfunctionfor 
the bank supervision area. The purpose of the meetings were 1) to gain an understanding of 
BSD management ideas on how to improve the efficiency of bank supervision training; 2) 
determine how the Personnel Department plans to implement the Comprehensive Programfor 
Training and Retraining of Bank Supervision Employees; and 3) determine the focus of our 
further cooperation with the Personnel Department, the BSD and the Dutch GrantIWorld Bank 
funded training initiatives. 

Bank Supervision managers envision the training of their staff as a combination of different 
training methods, including internal unit seminars held by managers and experienced 
employees; formal training events organized by the Personnel Department; and internships and 
training opportunities conducted abroad. 

The Personnel Department plans to more extensively and effiCiently use different training 
facilities throughout the country (the NBU Kiev Training Center, the Sumy Banking Academy 
and its branches in Kharkiv and Cherkasy, and the L'viv Banking Institute). Due to logistical 
difficulties the Personnel department is to centralize the training of BS managers (beginning 
from the lowest level) in the Kiev Training Center, while the base for the BS technical staff 
training will be the Sumy Banking Academy. In December 2002, we visited the Sumy Banking 
Academy to meet the Academy representatives, see the facility and evaluate their processes. The 
meetings and our visit to Sumy provided us with considerable insight about the training issues 
and activities being addressed by the BSD and the Personnel Department. 

In line with our plans regarding the formal training and accreditation programs, and at the 
request of the BSD Division of Coordination and Planning, we discussed with the Personnel 
Department the development of a training database for banking supervisor. We learned that the 
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Personnel Department is working with a newly developed personnel database that includes a 
training module. We will assist them in the implementation of this database as it pertains to the 
bank supervision training initiatives. 

By March 31, 2003 
• Prepare a survey of international experience in the training area and approaches to training 

in bank supervision in different countries to be presented to the BSD management and the 
Personnel Department together with our recommendations developed within the previous 
benchmark. 
Advisors: Antonova, Ladokhina 
NBU Counterpart: Ivanenko, Personnel Department 

We gathered information for the survey of international experience in the Bank Supervision 
training area. We have gathered information via the Internet on the Australian Central Bank 
and Prudential Regulation Authority, Bank of EnglandlFSA, Toronto Training Center, Federal 
Reserve, OCC, Bank of Poland, and South African Central Bank. We are currently analyzing 
the information and developing a clearer understanding of where we need to focus our efforts to 
address what the NBU lacks in its training process. 

We concentrated on needs analysis process that is currently used by the NBU. Based on what we 
learned, we prepared a report that includes a review of current needs analysis process used by 
Personnel Department of the National Bank, summary of international experience and 
recommendations. 

Bv June 30, 2003 
• Revise and further develop curriculum for core courses and, in coordination with the Dutch 

Grant, present it to the BSD management and personnel for their input and approval. 
Advisors: Ladokhina, Antonova 
NBU Counterpart: Ivanenko, Personnel Department 

2. Trainers: A group of its seasoned bank supervisors become classroom trainers, as 
part of their regular duties, 

By December 31,2002 
• Update Train-the-Trainers course materials and present to the BSD for approval and further 

use as a universal teaching tool. 
Advisors: Kutsenko, Ladokhina 
NBU Counterpart: Ivanenko, Zinchenko, Task Force 

In October and November of 2002, BearingPoint advisors reviewed existing Train-the-Trainers 
manuals available to NBU from preceding USA/D contracts as well as from other sources. The 
general findings are that these manuals concentrate mostly on development Of oral 
communication/presentation skills, and are accompanied with planning and control sections. 
The training is designed to assist instructors on the use of existing training materials. 
Therefore, we will focus our updates on sections devoted to teaching how to develop 
presentations and other training materials. 
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By March 31. 2003 
• Develop a set of standard teaching tools to be used by BSD management and ttainers (e.g. 

Train-the-Trainers Manual, follow-up forms, evaluations and needs analysis questionnaires. 
etc.). 
Advisors: Antonova, Kutsenko, Ladokhina 
NBU Counterpart: Ivanenko, Zinchenko, Task Force 

BearingPoint has a pool of resolUces in this area, and we are in the process of updating 
teaching tools and methods thot can be used by BSD trainers and management. This pool will be 
used to educate a group of trainers who will be used to deliver cOlUses developed for the 
implementation and institutionalization of risk-based supervision concept. Since this training 
will happen on different levels and will be delivered for different target audiences (NBU senior 
management and Supervisory Council members, GDBS senior management, managers of 
territorial offices, inspectors and analysts, task force members, etc) we will tailor 01U train-the­
trainers and other teaching tools appropriately. 

By June 30. 2003 
• Together with BSD trainers, analyze materials available to BSD and develop a pool of 

resources to be used for training purposes. 
Advisors: Antonova, Ladokhina, Kutsenko, Blimling 
NBU Counterpart: Ivanenko, Zinchenko, Task Force 

3. Certification: The NBU develops minimum qualifications for certification of fully 
qualified bank supervisors. The certification process should include: satisfactory 
completion of a set of core courses, normally to be taken by BSD bank supervision 
staff (from Kiev and regions) during their first three years in the Department; 
successful ratings by supervisors for the candidate's experience of having worked 
for certain periods of time in specified fields of responsibility of the Department 
(e.g. on-site exams, off-site supervision, licensing, registration); a passing score on 
an objective Certification Test that the BSD will administer from time to time. 

By December 31. 2002 
• Study existing laws and regulations in order to support the feasibility of a certification 

concept for BSD management and the Personnel Department 
Advisors: Gegenheimer, Telychko, Antonova, Ladokhina 
NBU Counterpart: Shlapak (Krotyuk), Pushkaryov (Kireev), Zinchenko, Personnel 
Department, Task Force 

We have prepared a memorandum to the Division of Coordination and Planning addressing the 
general definition of the certification concept and process, and an explanation on how it is 
related to the formal training process, supported by the provisions of laws and regulations. 

We examined the relevant body of legislation, including the Law "On Banks and Banking", Law 
"On the National bank of Ukraine", Law "On State Service", President Decree nOn 
comprehensive program for preparation of state servants" #121212000, CMU Regulation nOn 
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conducting attestation of state servants'~ Labor Code of Ukraine, other rules and regulations. 
Based on results of the research, we prepared a memorandum in Ukrainian for BSD 
management and the Personal Department. The memorandum provides brief explanation of a 
certification concept and supports its legal feasibility by giving specific rejerences and language 
from current Ukrainian laws and regulations. 

By March 31. 2003 
• Develop and present a paper on international certification experience for bank supervision 

personnel to be used as a basis for further development of a certification concept for the 
NBU. 
Advisors: Antonova, Ladokhina 
NBU Counterpart: Shlapak (Krotyuk), Pushkaryov (Kireev), Zinchenko, Personnel 
Department, Task Force 

We started to work on the survey of international certification experience. But because of the 
changes in the NBU management, which delayed some of our benchmarks and cause the refocus 
in other, the paper will befinished and presented to the NBU in the next quarter. 

By June 30. 2003 
• Develop a certification concept to be presented to the BSD management, Personnel 

Department and the NBU management for their input and approval (in cooperation with the 
Dutch Grant). 
Advisors: Ladokhina, Antonova 
NBU Counterpart: Shlapuk (Krotyuk), Pushkaryov (Kireev), Zinchenko, Personnel 
Department, Task Force 

IV. Surveys and Assessments. 

1. Survey of Gender Composition of staff, with indications of supervisory and non­
supervisory personnel. 

By September 30. 2002 
• Conduct Survey and submit with work plan to USAID. 

Advisors: Ladokhina 
NBU Counterpart: Kireev 

Survey complete and officially submitted to USAfD in Kiev. 

2. Assessment of the NBD's operational implementation of Basle Core Principles; 
subject to agreement by the NBD. 

By December 31. 2002 
• Obtain Permission to conduct assessment or use assessment of third-party. 

Advisors: Blimling 
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NBU Counterpart: Kireev 

We obtained a copy of the latest Basle Core Principles assessment conducted by 1MFIWB. This 
will be used in monitoring the success of future compliance efforts. 

By June 30. 2003 
• Conduct assessment, ifnecessary, and submit to USAID. 

Advisors: BlimJing, Wilson 
NBU Counterpart: Pushkaryov (Kireev) 

3. Obtain an average examination rating of the "M" component of CAMELS for Tier 
I and Tier 2 banks. 

By June 30. 2003 
• Determine the average rating of''M'' component and submit to USAID. 

Advisors: Kutsenko, BlimJing 
NBU Counterpart: Pushkaryov (Kireev), Zinchenko 
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Outside Contacts (for quarter ending September 30, 2002) 

Advisor Organization 

Alex NBU, MinislIy of 
Kutsenko Economy 

Cemonex (USAID) 

Institute of Internal 
Auditors 

U.S. Treasury 

Marina USAID 
Antonova 

National Center for 
Training of Bank 
Personnel of Ukraine 

Academy for 
Educational 
Development 

rnTCI 

Department of 
Financial Monitoring of 
theNBU 

TIBS (National Bank of 
Poland) 

Frank FMI 
B1imling 

Commercial Law 
Center 

USAID 

USAID 

Dutch Grant 

BearingPoint, Inc. 
2003 

Contact Name Time 

Andriy Kyyak 6 weeks - work on Comprehensive 
Program on Banking System 
Development for 2003 - 2005. 

Natalia 2 hours - interview on audit issues 
Vovchuk 

Tatiana 2 hours - interview on audit issues 
Spakovska 

Mel Brown 2 hours 

Victor Verhun 5 days 

Olexander 4 hours 
Geyets 

. 

Svetlana i 4 hours 
Leontyeva 

, 

Nataliya i 4 hours 
Vovchuk , 

" , , 

Olexiy I 10 days 
Berezhnyi 

, 
AnnaDuda i 2 days 

I 
i 

Ann Wallace 6 hours 

John Landsburg 

Jamie Bowman 2 hours 

Victor Verhun 5 hours 

Rick Gurley & 2 hours 
i Victor Verhun , 
I 

Charles 2 hours 
Canfield 
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u.s. Treasury Mel Brown 

Financial Markets Ann Wallace 
International 

Other Work Requested By NBU 

12 hours 

3 hours 

Governor Tyhypko requested our input into the development of Comprehensive Program for 
Ukraine Banking System Development for 2003 - 2005. The Program was drafted within 
two weeks in February, presented for comments to the Cabinet of Ministers (Ministry of 
Economy), presented in the Parliament during April 2 Parliament Hearings. It is expected 
President Kuchma will sign the Program mid-April. 

Mrs. Ivanenko requested our comments on the new initiative from NBU Accounting 
Department to eliminate accounts to recognize past-due loans. A memorandum was drafted 
explaining what the risks of such a step and how the NBU can achieve its new accounting 
goals without loosing this important information. 

Mr. Kyyack, manager of the Govemors advisory group requested our participation in the 
area of individual deposit guarantee. BearingPoint advisors will participate in the Task 
Force for Individual Deposit Insurance. 

At the request of Foreign Exchange Department, we conducted a survey of recent Basel 
Committee documents on customer due diligence and anti-money laundering papers. 

At the request of the NBU and USAJD, we organized a trip for Mr. Berezhnyi, Head of 
Financial Monitoring Department, to the Annual International Anti-Money Laundering 
Conference at Miami Beach, Florida 
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MEMO 

To: Mr. Sergey Tyhypko, Governor of the National Bank of Ukraine 
Cc: Mr. Krotyuk, Deputy Governor of the National Bank of Ukraine 

Mr. Kireev, Manager of the General Department of Bank Supervision 
From: Mr. James E. Homer, Managing Director 

Ms. Karen J. Wilson, Senior Advisor 
Mr. Frank E. BJimling, Senior Advisor 

Date: January 21, 2003 
Re.: TecImical Assistance Programs Provided by BearingPoint, Inc. 

As members of your bank supervision tecImical assistance team, please accept our congratulations on your recent appointment as Governor of the National Bank of Ukraine. We have had the great opportunity to serve as the United States Agency for International Development (USAlD) advisors to the Bank Supervision Department since 1995. We look forward to working with you and your staff. 

BearingPoint, Inc. (formerly Barents Group of KPMG Consulting, Inc.) has worked closely with NBU bank supervision management and personnel in their progress towards developing a modern and sustainable bank supervision approach. This long-term partnership arrangement has focused our tecImical assistance on capacity building in the areas of Off-site Analysis, On-site Inspections, Problem Bank Resolution, LegaI/Regulatory Development, Senior Managerial Policy advice as well as providing training to staff levels at the Kiev NBU headquarters and regional offices. 

An effective bank supervision function is critical to overall financial sector improvement, and an area which central banks throughout Central and Eastern Europe and the former Soviet Union have committed significant resources to develop. As we mention above, this program concentrates on capacity building, which centers on certain building blocks that are central to international bank supervisory practices. This developmental process is a long-term endeavor, usually requiring from 8 to 10 years. Because of the progress made since 1995 toward building an effective bank supervision function, USAID continues to support the NBU through its tecImical assistance program. Ukraine is the first country of the former Soviet Union that USAID has focused tecImica1 assistance specifically in the development of risked-based supervision. This assistance is directly related to the progress made in the past several years and the commitment demonstrated by NBU Bank Supervision Department (BSD) senior management. As the NBU Governor, we believe you will find that your bank supervision function continues to 
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strengthen, building on the foundation established by your bank supervision management 
team and USAID techuical assistance. 

Working closely with BSD management and staff, BearingPoint advisors are 
concentrated on building a risk-based supervision approach that ensures commercial bank 
management establishes appropriate systems to determine acceptable risk levels and 
maintain proper controls. Risk-based supervision puts the focus on bank management, 
rather then the BSD, in setting guidelines for risk. The BSD takes a proactive 
supervisory approach directed toward ensuring that commercial banks have a risk 
management system that prevents problems. It increases the reliance on bank 
management and market mechanisms in the BSD supervisory focus, and decreases 
reliance on standardized numerical calculations in guiding supervisory activities. 

Risk-based'supervision builds on existing supervisory tools and techuiques, but expands 
the focus of supervisory efforts to ensure that commercial bank management boards and 
supervisory councils develop a risk management system that prevents high-risk activities, 
financial weaknesses, and violations of laws, regulations and normative standards. For 
example, over the years, BearingPoint advisors have encouraged on-site inspectors, 
through the routine use of the On-site Manual, to review the adequacy of a bank's 
policies and internal controls during the inspection process. While they have discussed 
weaknesses in policies and internal controls in the Report of Examination, and off-site 
analysts h ave a ttempted to address these w ealmesses'b etween inspections, the primary 
focus has been corrective action of violations oflaws and normative standards. Whereas, 
under risk-based supervision; the BSD will require bank management and the supervisory 
council to develop a comprehensive risk management system that,' not only ensUres 
corrective action, but also establishes policies and procedures that prevents weaknesses 
and ensures compliance. 

Effective bank supervision requires 'a 'supportive regulatory framework, strong 
supervisory processes, and a well-trained, professional staff. BaDksupervisors must 
possess a high degree of independence, and the will to take appropriate actions when 
necessary. All these elements of effective bank supervision, when properly integrated, 
results in a safe and sound banking system, capable of withstanding economic adversities 
and supporting the financial interests of Ukraine and its citizens. Effective bank 
supervision strives to ensure that banks are well, managed, financially strong and 
adequately capitalized. 

The major objectives of BSD management, and our techuical assistance efforts, were to 
position the BSD to accurately assess the level of capital, increase the level of 
capitalization in the banking industry,'and strengthen the overall financial condition of 
banks. This involved supporting the development and implementation of international 
accounting standards and establishing reporting reqUirements for banks in conveying 
accurate financial information to the NBU. ' Additionally, substantial policy development 
was accomplished in the area of capital adequacy, andreserves for loans and other assets. 
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To further meet these objectives, the areas of on-site inspection and off-site analysis were . expanded to determine the validity of bank information and acquire a sufficient 
understanding of a bank's financial strengths and weaknesses to take appropriate 
supervisory action. This included expanding the on-site inspection process and developing a comprehensive manual for use during inspections. The off-site supervision 
process was further developed to include an expanded prudential normative calculation 
process, an early warning system and a bank performance report. The enforcement process was also further expanded and strengthened to allow the BSD to take meaningful 
actions to force bank management to correct deficiencies and address weaknesses. 

Our technical assistance efforts began by assisting BSD management in building a supportive regulatory framework and developing fundamental supervisory processes, 
primarily Off-site Analysis, On-site Inspections, and Problem Bank Resolution. We 
assisted extensively in implementing these supervisory processes· and providing substantial formal and on-the-job training to the BSD staff. We continue to assist the 
NBU in this development and implementation phase of building effective bank supervision processes. We share the same goal as the management of the NBU, that is, to build a self-sustamable bank supervision process, capable of applying modern supervisory techniques, keeping pace with industrial changes, and promoting the 
development of the Ukrainian banking system. 

While the BSD has made major progress since 1995 in becoming an effective bank supervisor, the supervisory approach they employ functions more as a "policeman," reacting to problems and violations of laws, regulations and normatives. The BSD establishes. for all ban.1a; numerical standards relating to capital, liquidity, large loans, loans to insiders, etc. However, these standards do not take into account the level of risk in individual institutions. oUr current project endeavors to support BSD management in 
furthering the NBU supervisory approach to determine how bank management identifies, measures, monitors and controls risks, or in other words, assess the quality of a bank's 
risk management system. 

Ensuring that bank management aJ).d supervisory councils develop appropriate risk management systems is one area that is most needed for the NBU to fully comply with 
the Basel Committee's Core Principles of Effective Bank Supervision. While the BSD must continue to act as a "policeman" when necessary, under risk-based supervision 
inspectors and analysts will take a more consultative role in ensuring that bank management and supervisory councils establish risk management systems that prevent 
problems from developing .. 

BearingPoint advisors have assisted BSD management in establishing a Risk Based 
Supervision Task Force to design, develop and implement a risk-based supervisory approach. The Task Force has begun work on developmg a Risk Assessment System. 
Once this is complete, the Task Force will initiate a review of inspection and analytical tools, and begin revising existing and developing new tools needed to carry out a 
meaningful risk-based supervision approach. Additionally, the Task Force will review 
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laws and regulations to ensure theBSD bas a solid regulatory base to fulfill its 
responsibilities. 

In recognition of the need for banks to develop more comprehensive risk management 
systems and assist in the development of the BSD supervisory approach, the Risk Based 
Supervision Task Force, with assistance from BearingPoint advisors, is desiguing a ''Pilot 
Bank" program. This program will be comprised of approximately ten banks that have 
agreed to review and contribute to the design and testing of risk based supervision tools 
and techniques recommended by the Task Force. The banks will also assist in expanding 
the Task Force member's understanding of risk management in commercial banks and 
provide guidance in developing appropriate regnlations and policy directives. 

A third focus of our current project is to assist the BSD in developing a formalized 
training program and accreditation process. Because of high personnel turnover that the 
BSD experiences, and the continual necessity to have highly trained professionals, BSD 
management recognizes the importance of having a self-sustained formalized training and 
accreditation process. We will address this need by assisting the BSD and NBU 
Personnel Department in developing a curriculum for a set of core courses, providing 
input in training BSD personnel to deliver in-house training, and begin the development 
of an accreditation process. 

In summary, our current technical assistance project is designed to assist BSD 
management in their efforts to develop a risked-based supervision approach that 
conforms to international standards, and positions the NBU to take a more proactive and 
forward looking approach to supervising Ukrainian banks. Risk-based supervision will 
allow the BSD to respond appropriately to the impact and frequency of changes in the 
banking industry, while more efficiently allocating its limited supervision resources. 

Through risk-based supervision, the NBU places the responsibility and accountability of 
a bank's condition with its management and supervisory council. Thus, requiring them to 
develop and implement a comprehensive risk management system for their bank. A 
comprehensive risk management system will allow them to respond appropriately to a 
volatile economic and banking environment. More specifically, it will allow them to 
effectively deal with the speed of change, deregulation, increased competition, volatile 
interest rates, increased capital requirements and the impact of technology. All these 
issues, along with others, must be addressed to ensure their bank remains profitable, 
adequately capitalized and financially sound. 

Risk-based supervision and a sustainable modem banks upervision process require the 
development and implementation of a formalized training program. By working with the 
NBU Bank Supervision and Personnel Departments, and World Bank advisors and 
instructors, we will assist in the development and implementation of a consistent and 
sustainable training program for bank supervision personnel. This formal program will 
become the foundation in building an accreditation process that ensures bank supervision 
personnel possess the necessary knowledge and skills to competently perform their 
responsibilities and represent the NBU in a professional manner. 
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As a form of introduction, Appendix "A" provides a brief description of our individual responsibilities and involvement in technical assistance programs. Appendix"B" is a chart depicting the current status of development of the NBU supervisory process as it moves towards its goal of being a modern, self-sustainable bank supervisor. 

At your convenience, we wish to meet with you to further discuss our technical assistance project(s). Meanwhile, Mr. Blimling, our resident advisory, is available to provide additional information. His office is located in Room 615 in the Bank Supervision Department and he can be reached at internal telephone Ext. 4182. 
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Appendix "A" 

James Horner, Managing Direct of BearingPonnt, Inc. Mr. Homer has managed all 
BearingPoint technical assistance projects to the BSD since 1995. Although, located at 
our headquarters in McLean, Virginia, Mr. Homer travels extensively to Ukraine 
providing insight and assistance in all areas of technical assistance. 

Mr. Homer is an expert in bank supervision and financial institution strengthening. He 
oversees and advises central banks and supervisory organizations in Poland, Ukraine, 
Moldova and to a lesser extent in Russia, Kazakhstan, Uzbekistan, Bulgaria, and 
Romania. Mr. Homer spent fifteen years with the Office of the Comptroller of the 
Currency (OOC), during which he was involved in all aspects of bank supervision, 

. including the analysis of the intemational activities of many multinational banks. 

Karen Wilson, Senior Advisor. Ms. Wilson joined our project in 1997 as a resident 
advisor, providing senior policy advice to the Deputy Governor of Bank Supervision and 
senior management of the BSD. Ms. Wilson currently resides in New York, NY, and as 
on previous projects, provides short-term assistance (two to six weeks in duration) to the 
NBU each quarter. She also provides consultation on a continuous basis from her home 
in New York. 

Ms. Wilson spent over 28 years with Comptroller of the Currency, holding several senior 
positions including: Deputy Comptroller of the Northeastern District - responsible for a 
staff of 432 who had supervisory responsibility for 387 banks (including the largest and 
prestigious U.s. financial center institutions) in a twelve state area; Acting Deputy 
Comptroller for Multinational Banking - oversight responsibility for the 11 largest 
national banks in the U.S. and their foreign operations; and Chief National Bank 
Examiner - responsible for the development and implementation of banking policy, the 
examination procedures handbook, regulations and regulatory accounting. 

Frank Blimling, Senior Advisor. Mr. Blimling joined the BearingPoint project at the 
NBU in late 1996, providing assistance in the areas of On-site Supervision and Problem 
Bank Resolution. As resident advisor, Mr. Blimling manages a team of five local experts 
and professionals. Mr. Blimling's experience in Banking Supervision is extensive, having 
spent eighteen years with The Office of the Comptroller of the Currency (OCC) and six 
years as senior advisor to the National Bank of Ukraine (NBU) and the Palestinian 
Monetary Authority in Ramallah, Israel. 

Expanded CV's upon request. 
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Risk-Based Supervision 



RISK-BASED SUPERVISION 

Introduction 

This policy describes .the methods the National Bank of Ukraine (NBU) uses to assess 
risks in banks. It is an internal NBU process; banks are not required to adjust their own risk management processes to coincide with this methodology. The NBU has adopted this approach to ensure greater consistency and efficiency in inspections and other supervisory activities. 

The NBU's philosophy for supervising all institutions focuses on risk. Higher risk institutions or areas with higher risk profiles demand greater supervisory attention. While applying this common philosophy to all institutions, the NBU recognizes the different complexities of risk facing banks. The NBU is committed to providing high­quality supervision directed at identifying material problems, or emerging problems in individual institutions or the banking system, and ensuring that such problems are appropriately corrected. 

The policy begins with definitions that will be used throughout the process. The following section describes the NBU's supervision philosophy, Risk-based Supervision. The policy then describes the risk assessment system. 

Risk-based Supervision 

Risk-based Supervision requires supervisors to determine how certain existing or emerging issues facing an institution or the banking industry affect the nature and extent of risks in that institution. Based on that risk evaluation, supervisors then structure regulatory supervisory plans and actions. Risk-based Supervision builds upon the risk­based supervisory philosophy historically used by the NBU. This enhancement provides consistent definitions of risk, a structure for assessing these risks, and a more integrated use of risk assessment in the supervisory process. 

The NBU recognizes that banking is a business of taking risk in order to earn profits. Risk levels, however, must be appropriately managed and controlled. Banking risks also must be evaluated in terms of their significance. These assessments should be ongoing. 

Risk-based Supervision leaves the responsibility for controlling risks with bank management and the Supervisory Council. The NBU assesses how well a bank manages this risk over time, rather than only assessing the condition at a single point in time. With Risk-based Supervision, the NBU functions in more of an oversight than an audit role. Risk-based Supervision allows the NBU to supervise in a proactive manner by concentrating on systemic risks and institutions or areas that pose the greatest risk to the system. 

For the entire industry, the NBU's Risk-based Supervision identifies areas that, in aggregate, pose the potential for presenting an unacceptable level of risk to the banking 
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system. For high risk activities or activities that have become particularly riskY because 
of market conditions, the NBU's goal is to communicate with, and influence, the industry 
through direct supervision, policy, and regulation. In situations where an individual bank 
is not properly managing its risks, the NBU's goal is to use appropriate means to 
influence bank management to adjust its practices to conform with sound fundamental 
banking principles. 

Some risks are inherent to banking. A wide body of knowledge exists within the industry 
on how to identify, measure, control, and monitor these inherent risks. Risk-based 
Supervision acknowledges those inherent risks and seeks to gnide supervisory resources 
in the most effective manner. For example, risk profiles will be supported by the 
performance of limited testing during inspections directed at confirming whether 
adequate controls are in place. This should reinforce initial risk profiling and assist in 
tailoring supervisory programs to risk profiles of individual institutions. This profiling is 
essential in the development of SUPerviSOlY cycles and the choice of supervisory tools. 
The risks facing the industIyare diwrse and complex. More significant and sophisticated 
risks reqnire enhanced controls and monitoring by both the bank and the NBU. The NBU 
is committed to directing its most significant resources to these complex and evolving 
risks where they present Iuaterial, actual, or potential risks to the banking system. . 

Risk-based Supervision allocates greater resources to those areas with higher risks. The 
NBU accomplishes this by: 

• Identifying risks using conunon definitions·. .This set of risks· forms the basis for 
supervisory assessments and actions. 

• Measllring risk based on common evaluation factors; . Risk measurement is not 
slways quantified in monetary terms; it is sometimes a relative' assessment of 
exposure. For example, numerous internal control deficiencies Iuay indicate a bank 
has an excessive amount of operations risk. 

• Evaluating risk management to determine if bank systems adequately manage and 
control the identified risk levels. The sophistication of the systems will vary based on 
the level of risk present and the size and/or complexity of the institution. 

• Assigning greater resources to areas of higher or increasing risk, both within an 
individual institution and among institutions in general. This is done through the 
supenisory strategy process. 

• Using appropriate supervisory tools based on the risks; reaching conclusions on risk 
profile and condition, and following up on areas of concern. . 

To accomplish the above tasks, supervisors should discuss preliminary conclusions of 
this risk-based supervisory strategy with bank management and adjust conclusions and 
strategies based on those discussions, if appropriate. The NBU can then focus 
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supervisory efforts on significant risks, i.e., the areas of highest risk within a bank and within the bankjng system. 

Definition of Risk 

For purposes of the NBD's discussion of risk, the NBU assesses banking risk by its impact on capital and earnings. Risk is the potential that events, expected or 
unanticipated, may have an adverse impact on the institution's capital or earnings. 

The simple existence of risk is not necessarily reason for concern. To put risks in 
perspective, supervisors should decide if the risks a bank is undertaking are warranted. 
Generally, risks are warranted when they are understandable, measurable, controllable, and within the institution's capacity to readily withstand adverse performance. Unwarranted risk can occur whether deliberate or unintentional. When risks are unwarranted, supervisors must communicate with management and the Supervisory 
Council, and encourage them to mitigate or eliminate the unwarranted risks. Appropriate actions for the bank to take would include reducing exposures, increasing capital, or strengthening risk management processes. 

Risk Management 

Because market conditions and company structures vary, there is no single risk management system that works for all banks. Each institution should develop its own risk management program tailored to its needs and circumstances. The sophistication of the risk management system will increase, for example, with the size, complexity, and 
geographic diversity of each bank. All sound risk management systems, however, have several common fundamentals. For example, sound risk management systems are independent of risk-taking activities. Regardless of the risk management program's 
design, each program should include: 

• Risk identification: Proper risk identification focuses on recogruzmg and underst.anding existing risks or risks that may arise from new business initiatives . . Risk identification should be a continuing process, and should occur at both the 
transaction and portfolio level. 

• Risk measurement: Accurate and timely measurement of risks is a critical component of effective risk management. A bank that does not have a risk measurement system 
has limited ability to control or monitor risk levels. Further, the sophistication of the 
risk measurement tools a bank uses should reflect the complexity and levels of risk it has assumed. The bank should periodically verify the integrity of the measurement 
tools it uses. Good risk measurement systems assess both individual transactions and 
portfolios. 

• Risk control: The bank should ~lish and communicate limits through policies, 
standards, and/or procedures that define responsibility and authority. These control 
limits should be meaningful management tools that can be adjusted if conditions or 
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risk tolerances change. The institution should have a process to authorize exceptions 
or changes to risk limits when they are warranted. 

• Risk monitoring: Institutions should monitor risk levels to ensure timely review of 
risk positions and exceptions. Monitoring reports should be frequent, timely, 
accurate, and informative, and should be distributed to appropriate individuals to 
ensure action when need,ed. 

Effective risk management requires the bank's Supervisory Council be informed. The 
Supervisory Council must guide the bank's strategic direction. A key component of 
strategic direction is endorsing the organization's risk tolerance by approving policies that 
set standards, either orally or in writing. Well-designed monitoring systems allow the 
Supervisory Council to hold bank management accountable for operating within 
established tolerance levels. 

Capable management and appropriate staffing also are critical to effective risk 
management. Bank management is responsible for the implementation, integrity, and 
maintenance of risk management systems. Management also must keep the SupeI\'isory 
Council adequately informed. Management must: 

• Implement the bank's strategic direction. 

• Develop policies, formal or informal, that define the institution's risk tolerance that 
are compatible with the institution's strategic goals. 

• Oversee the development and maintenance of management information systems to 
ensure they aretUnely, accurate, and infOl1iJ.ative. 

• Ensure that strategic direction and risk tolerances are effectively communicated and 
adhered to throughout the organization. 

When supervisors assess risk management systems, they consider policies, process~s, 
personnel, and control systems. A significant deficiency in one or more of these 
components constitutes a deficiency in risk management. All of those systems are 
important, but the sophistication of each will vary depending upon the complexity of the 
institution. Smaller, less complex institutions normally have less formalized policies, 
processes, and control systems in place than do larger institutions. This does not mean, 
however, that risk management systems are not just as important for less complex 
institutions. It simply means that the formalization of the process is less distinct. All 
institutions should be able to clearly articulate and demonstrate the effectiveness of their 
own risk management systems. Nonetheless, an effective risk management process 
includes consistent policies, processes, personnel, and control systems. 

• Policies reflect the institution's intent and commitment to pursuing desired results. 
They set standards and courses of action to pursue, implement, or enforce specific 
objectives. Good policies link with, and reflect, an institution's underlying mission, 
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values, and principles. They also clarify the institution's tolerance for risk. Mechanisms should be in place to trigger a review of policies in the event that activities or tolerances change. Policies may be written or unwritten depending upon the effectiveness of management and the complexity of the area or institution. In any event, standards should be articulated and adhered to in practice. 

• Processes are the procedures, programs, and practices that govern how an institution will pursue its objectives. Processes define how daily activities are earned out Good processes are consistent with the underlying policies, are efficient, and include checks and balances. 

• Personnel are the staff and managers that execute or oversee performance of the processes. Good staff and managers are qualified, competent, and perform as expected. They understand the institution's mission, values, policies, and processes. Compensation programs should be designed to attract, develop, and retain qualified 
personnel. 

• Control systems are tools and information systems that bank managers nse to measure performance, make decisions, and assess effectiveness of existing processes. These feedback devices must be timely, accurate, and informative. They measure performance and assist in decision-making. 

Categories of Risk 

The NBU has defined ten categories of risk for bank supervision purposes. These risks are: Credit, Interest Rate, Liquidity, Market, Foreign Exchange, Operations, Strategic, Reputation, Legal and Information Technology (IT). These categories are not mutually exclusive; any product or service may expose the institution to multiple risks. For analysis and discussion purposes, however, the NBU identifies and assesses the risks separately. 

Credit Risk 
Credit risk is the current or prospective risk to earnings and capital arising from an obligor's failure to meet the terms of any contract with the institution or otherwise fails to perform as agreed, including the possibility of restrictions on or impediments to the transfer of payments from abroad. Credit risk is found in all activities where profitability depends on counter party, issuer, or borrower performance. It arises any time bank funds are extended, committed, invested or otherwise exposed through actual or implied contractual agreements, whether reflected on or off balance sheet 

In assessing credit risk it is advisable to segregate individual and portfolio credit risk. The source of individual credit risk is a separate specific counter party of the bank - a borrower, debtor, or issuer of securities .. Individual credit risk assessments envision an assessment of the creditworthiness of a specific counter party, i.e. its individual capacity to timely and fully meet its obligations. Portfolio credit risk shows in a decrease in bank 
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assets value (other than as a consequence of change of a market interest rate). The source 
of portfolio credit risk is the bank's overall outstanding transactions bearing credit risk­
loan portfolio, securities portfolio, accounts receivable portfolio, etc. Portfolio credit risk 
assessment envisions an assessment of bank assets concentrations and diversification. 

In addition, international lending includes country risk, which refers to risks associated 
with the economic, social and political environments ofthe borrower's home country. 
Country risk may be most apparent when lending to foreign governments or their 
agencies, since such 1 ending is typically unsecured, but is important to consider when 
making any foreign loan or investment, whether to public or private borrowers. There is 
also a component of country risk called "transfer risk" which arises when a borrower's 
obligation is not denominated in the local currency. The currency of the obligation may 
become unavailable to the borrower regardless of its particular financial condition. 

Liquiditv Risk 
Liquidity risk is the current or prospective risk to earnings and capital arising from a 
bank's inability to meet its liabilities when they come due without incurring unacceptable 
losses. Funding liquidity risk arises from the inability to manage unplanned outflows of 
funds and changes in funding sources and/or to meet off-balance sheet liabilities. 

We also single out market liquidity risk, which is defined as the current Qr prospective 
risk to earnings and capital arising from a bank's inability to quickly unwind gaps in its 
positions at current market rates without incurring unacceptable losses., Market liquidity 
risk arises from the failure to recognize or address changes in market conditions that 
affect the ability to attract funds· in necessary volumes and at acceptable rates and/or to 
liquidate assets quickly and with minimal loss in value. 

Interest Rate Risk 
Interest rate risk is the current or prospective risk to earnings and capital arising from 
adverse movements in interest rates. This risk impacts both the earnings ofa bank and the 
economic value of its assets, liabilities and off-balance sheet instruments. The primary 
types 0 f interest rate risk tow hich b anks are typically e xposeda re: ( 1) repricing risk, 
which arises from tUning differences in the maturity (for fixed rate) and repricing (for 
floating rate) of bank assets, liabilities and off-balance sheet positions; (2) yield curve 
risk, which arIses from changes in the slope and shape of the yield curve; (3) basis risk, 
which &rises. from imperfect correlation in the adjustment of the rates earned and paid on. 
different instnunents with otherwise similar repricing characteristics; and (4) optionsality 
risk, which arises from the express or implied options imbedded in many b ank assets, 
liabilities and off-balance sheet portfolios. 

Market Risk 
Market risk is the current or prospective risk to earnings and capital arising from adverse 
movements in bond prices, security and commodity prices and foreign exchange rates in 
the trading book. This ri.sk arises from market making, dealing, and position taking in 
debt and equity securities, currencies, commodities, and derivatives (bonds, securities, 
currencies, and commodities). 
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Risks arising under similar circumstances with regard to similar instruments in the 
banking book are addressed in other relevant categories of the risk assessment system. 

Foreign Exchange Risk 
Foreign exchange risk is the current or prospective risk to earnings and capital arising 
from adverse movements in currency exchange rates and banking metal prices. Foreign 
exchange risk can be separated into: 
- Transaction risk 
- Translation risk 
- Economic foreign exchange risk 
Transaction risk refers to the impact of adverse movements in currency exchange rates on 
the value of open foreign currency positions. However, since it generally arises from 
market making, dealing and position taking in foreign currencies it is covered in the 
market risk guideline.· Translation risk refers to the variability in accounting values that 
result from variations in exchange rates which are used in translating carrying values in 
foreign currencies to base cu.-rency. Economic foreign exchange risk refers to changes in 
competitive strength of the financial institution or its entities in the foreign market due to 
fundamental changes in exchange rates. 

Operations Risk 
Operations risk affects the long-term existence of a banking institution, and arises from 
breakdovms in corporate governance or internal controls. Such breakdowns can lead to 
financial losses through error, fraud, or failure to perform in a timely manner or cause the 
interests of the bank to be compromised in some other way, for example, by its dealers, 
lending officers or other staff exceeding their authority or conducting business in an 
unethical or risky manner. Other aspects of operations risk include major failure of 
information technology systems or events such as major fires or other disasters. 

Repntation Risk " ' 
Reputation risk is the current or prospective risk to earnings and capital arising from 
adverse perception of the image of the financial institution by customers, counter parties, 
shareholders, or regulators. This affects the bank's 'ability to establish new relationships 
or services or service existing relationships. This risk may expose the institution to 
administrative, civil and qiminalliability, financial loss or a.decline in its customer base. 
Reputation risk exposure is present throughout the organization and, therefore, banks are 
obligated to exercise appropriate treatment in dealing with its customers and with the 
community. 

The public perception can be delineated as follows: 
o . Market perception: e.g. actual or potential customers or counter parties, or 

shareholders 
o Regulatory perception: e.g. the National Bank of Ukraine, Securities and Exchange 

Commission, State Tax Administration, and other authorized bodies. 
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Legal Risk 
Legal risk is the current or prospective risk to earnings and capital arising from violations 
or non-compliance with laws, rules, regulations, agreements, prescnbed practices, or 
ethical standards, as well" as from the possibility of dubious interpretation of effective 
laws or rules. Banks are exposed to legal risk due to relations with a great number of 
stakeholders, e.g. customers, counter parties, intermediaries, etc., as well as regulators, 
tax authorities, and other authorized agencies. Legal risk can lead to fines and penalties, 
payment of damages, diminished reputation, deteriorating position in the market, reduced 
expansion potential, and lack of contract enforceability. 

Strategic Risk 
Strategic risk is the current or prospective risk to earnings and capital arising from 
adverse business decisions,improper inlplementation of decisions, or lack of 
responsiveness to changes in the business environment. T his risk is a function 0 f the 
compatibility of a bank's strategic goals, the business strategies developed to achieve 
those" goals, the resources deployed against these goals, and the quality of 
implementation. The resources needed to carry out business strategies are both tangible 
and intangible. They include communication channels, operating systems, delivery 
networks, and managerial capacities and capabilities. The organization's internal 
characteristics must be evaluated against the impact of economic, technological, 
competitive, regulatory, and other environmental changes. 

Information Technology (IT) Risk 
IT risk is the current or prospective risk to earnings and capital arising from inadequate 
infonnation technology and processing in terms of manageability, exclusivity, integrity, 
controllability, and continuity. Further, IT risk arises from an inadequate IT strategy and 
policy, and from inadequate use oftheinfonnation technology. 

Measuring and Assessing Risk 

To ensure effective risk-based supervision, the NBU requires" a" common framework to 
document decisions about risk. The risk assessment system (RAS) provides a concise 
method of communicating and documenting judgments regarding the quantity of risk, the 
quality of risk management, the level of supervisory concern (measured as aggregate or 
composite risk), and the direction of risk. The common definitions explained above are 
critical to identifying risks consistently. A list of evaluation factors that supervisors 
should consider in making the assessments is also provided. These evaluation factors are 
recommended criteria and may be expanded by supervisors, if necessary. 

Assessments of risk in the RAS must reflect both a current and prospective view of the 
institution's risk profile. This assessment drives supervisory strategies and activities. It 
also facilitates discussions with bank management and Supervisory Council members and 
helps to ensure more efficient supervisory activities (examinations, offsite surveillance, 
etc.). 
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Supervisors should discuss conclusions from the RAS with appropriate bank management 
and the Supervisory Council. Bank management's input may help clarify or modify the 
supervisor's RAS conclusions. While the NBU does not require bankers to adopt a 
similar process, supervisors must effectively communicate the rationale for their decisions in evaluating risk to ensure effective supervision. These discussions will help 
the NBU and bank management reach a common understanding of the risks, focus on the strengths and weaknesses of risk management, and ensure that future supervisory plans are achieved. 

The Risk Assessment System 

The NBU has defined a system for assessing each major risk category. The Risk Assessment System provides a consistent means of measuring the risk and determining 
which supervisory procedures will be performed. For six of the risk categories - credit, liquidity, interest rate, market, foreign exchange, and operations, the supervisor assesses the quantity of risk, the quality of risk management, the aggregate risk and the . direction 
of risk. For effective use of the system, supervisors should consider the current condition of the bank as well as factors 'that may identify increasing risks. Under the Risk Assessment System, a bank's risk profile has four components: 

o Quantity of Risk, which is the level or volume of risk that the bank faces and is 
characterized as low, moderate, or high. 

o Quality of Risk Management, which is how well risks are identified, measll!ed, 
controlled, and monitored and is characterized as strong, satisfactory, or weak. 

o Aggregate Risk, which is a summary judgment that reflects the level of 
supervisory concern considering both the quantity of risk and the quality of risk 
management, weighing the relative importance of each. It is assessed as high, 
moderate, or low for each of the ten categories of risk. Mitigating factors such as 
insurance may impact the supervisor's assessment of aggregate risk. Aggregate risk assessments direct the specific, activities and resources outlined in supervisory 
strategies. A listof evaluation factors supplements the decision process. 

o Direction of Risk, which is the probable change in the aggregate level o frisk 
over the next 12 months and is characterized as decreasing, stable, or increasing. The 
direction of risk will influence the supervisory strategy, including the extent that 
expanded procedures might be used. Decreasing Qirection indicates the supervisor 
anticipates, based on current information, the aggregate risk will decline over the next 
12 months. Stable direction indicates the supervisor anticipates that aggregate risk 
will remain unchanged. Increasing direction indicates the supervisor anticipates that 
aggregate risk will be higher 12 months in the future. 

The quantity of risk and quality of risk management should be assessed independently. 
Therefore, when assigning the individual Risk Assessment System ratings, the assessment of the quantity of risk should not be affected by the quality, no matter how 
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strong or weak, of risk management. Also, strong capital support or strong financial 

perfonnance should not mitigate an inadequate risk management system. The supervisor 

should not conclude that ''high'' risk levels are bad and "low" risk levels are good. The 

quantity of risk simply reflects the level of risk the bank accepts in the course of doing 

business and whether this is good or bad depends on whether its risk management 

systems are capable of identifying, measuring, monitoring and controlling that amount of 

risk. 

The remaining risks - strategic, reputation, legal and IT, affect the banks capital and 

earnings, but are difficult to measure precisely. Consequently, the NBU modified how 

the risks are assessed and measured, assessing only the aggregate risk and direction of 

·risk. The characterizations of aggregate risk and direction of risk are the same as for 

the other seven risks. 

Supervisors should complete the Risk Assessment System for institutions at the end of 

each supervision cycle (usually 12 months). It should be updated any time the supervisor 

becomes aware of changes to the risk profile on an interim basis. 

The Application of Risk to Supervision 

In completing the Risk Assessment System, the supervisor determines the level of 

supervisory concern and direction of risk for each risk category. This decision will 

determine the supervisory procedures to be used: for example, a full scope on-site 

examination, targeted examinations, offsite surveillance, etc. 

The application of risk management techniques and standards will enable supervisors to 

tailor supervisory programs for each institution. The goal of supervision is to provide the 

most effective but lea~t intrusive supervision possible, which ism the interest of both the 

institution and its depositors and other creditors. 
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NBU Risk Assessment System 

Credit Risk 

Credit risk is the current or prospective risk to earnings and capital arising from an 
obligor's failure to meet the terms of any contract with the institution or otherwise fails to 
perform as agreed, including the possibility of restrictions on or impediments to the 
transfer of payments from abroad. Credit risk is found in all activities where profitability 
depends on counter party, issuer, or borrower performance. It arises any time bank funds 
are extended, committed, invested or otherwise exposed through actual or implied 
contractual agreements, whether reflected on~r off balance sheet. 

In assessing credit risk it is advisable to segregate individual and portfolio credit risk. The 
source of individual credit risk is a separate specific counterparty of the bank - a 
borrower, debtor, or issuer of securities. Individual credit risk assessments envision an 
assessment of the creditworthiness of a specific counterparty, i.e. its individual capacity 
to timely and fully meet its obligations. Portfolio credit-risk shows in a decrease in bank 
assets value (other than as a consequence of change of a market interest rate). The source 
of portfolio credit risk is the bank's overall outstanding transactions bearing credit risk -
loan portfolio, securities portfolio, accounts receivable portfolio, etc. Portfolio credit risk 
assessment envisions an assessment of bank assets concentrations and diversification. 

In addition, international lending includes country risk, which refers to risks associated 
with the economic, social and political environments 0 f the borrower's home country. 
Country risk may be most apparent when lending to foreign govermnents or their 
agencies, since such 1 ending i st ypically unsecured, b ut is important to consider when 
making any foreign loan or investment, whether to public or private borrowers. There is 
also a component of country 'risk called "transfer risk" which arises when a borrower's 
obligation is not denominated in the local currency. The currency of the obligation may 
become unavailable to the borrower regardless of its particular financial condition. 

Evaluation Factors 

Supervisors should consider the following evaluation factors in making risk assessments. 
These evaluation factors are recommended criteria and may be expanded by supervisors, 
if necessary. They are an overview of issues that can assist the supervisor in making 
decisions within the RAS. The actual data of the ongoing risk assessment and control 
system existing at the bank are to make sure that management makes adequate and 
effective decisions and are considered by supervisors when assessing the bank's risk. 

• The existence of an adequate, effective and communicated internal regulatory 
framework (policies, procedures, etc) for credit risk management approved by the 
Supervisory Council (or its committee) and/or the Board of Managers and appropriate 
compliance practices. 
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• Asset (loan, investment, etc.) portfolio composition and the existence of 
concentrations. Relevant factors include: 

- Products. - Types of economic activity. 
- Risk classification/ratings. - Debt Originations. 
- Customers. - Size ofloans. 
- Geographic regions. - Single/related counterparty(s). 
- Sources of repayment. - Collateral. 

• The protection provided by collateral. In evaluating collateral, supervisors should 
analyze collateral type, quality, margins, adequacy and frequency of collateral 
revaluation, marketability, and the level and nature of documentation exceptions. 

• The existence of appropriate underwriting standards (written or unwritten). 

• The bank's exposure to unfunded commitments (guarantees, commercial and standby 
letters of credit, lines of credit mandatory and not mandatory for delivery, etc.). 

• Trends in active operations volume and growth, delinquencies, non-performing loans, 
classified loans, and losses from active operations. 

• The adequacy of the institution's provision for losses from active operations. 

• The existence of timely, accurate, and comprehensive management infonnation. 

• The effectiveness of credit administration, including credit analysis, monitoring, 
problem asset resolution, collateral valuation, and lien documentation. 

• The adequacy of methods used to identify credit problems. 

• Staffing levels and skills in relation to volume and compl!lXity of the bank's active 
operations. 

• Whether proper accounting treatment is used for balance sheet and off-balance- sheet 
assets and provisions; 

• The -existence of appropriate control mechanisms (audit, internal reviews of lending 
activity, appropriate procedures, etc.) to grade portfolios, ensure accuracy of data, and 
monitor compliance with policies or laws. 
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Quantity of Credit Risk 

Review of those factors should allow supervisors to assess the Quantity of credit risk as: 

Low Moderate Hi2h Credit risk diversification is Attention to credit risk Credit risk diversification is actively managed. diversification is adequate. unsa .~~ 
The level ofloans outstanding and The level ofloans outstanding and The level ofloans outstanding credit commitments are low credit commitments are moderate and credit commitments are high relative to total assets. relative to total assets. relative to total assets. The ratio ofloans and credit The ratio ofloans and credit The level ofloans and credit commitments to regulatory capital commitments to regulatory capital commitments to regulatory is low. is moderate. capital is high. 
Growth in credit risk generating Some growth in assets generating Growth in assets generating credit assets has been planned for, and credit risk has not be..'"Il planned or risk was not planned or exceeds appears consistent with exceeds planned levels, and may planned levels, and stretches management and staff expertise test manilgement and staff expertise management and staff expertise and/or operational capabilities. or operational capabilities. and/or operational capabilities. 

Growth may be in new products 
or with out-of -area borrowers. New loans are conservative in New loans·are prudent in structure, New extensions are aggressive in structure, terms, growth, or terms, growth, or settlement structure, terms, growth, or settlement practices. ~ces. settlement practices. Few or no exceptions to sound A limited volume of exceptions to A large volume of exceptions to underwriting standards exist. sound underwriting standards sound underwriting standards 

exists .. exists. 
Collateral values and quality Collateral values and quality protect Collateral is illiquid or values and satisfactorily support credit credit exposure. quality provide inadequate exposure. 
The level of noncurrent and The level of noncurrent and The level of noncurrent and doubtfu1loans is low and the trend doubtfu1loans is moderate; the doubtfu1loans is high, and the is stable. trend is stable. trend is stable, or is moderate and 

the trend is increasing. The level of adversely classified The level of adversely classified The level of adversely classified assets is low. assets is moderate. assets is high. Adverse1y classified assets can be Adversely classified assets can be Adversely classified assets may worked through in the normal worked through in reasonable time require extended time for course of business. frames. resolution. Reserves for losses on active Inherent losses on active operations Losses on active operations may operations are adequate and cover should not seriously deplete cmrent seriously deplete cmrent Reserves inberent losses. Exposure to loss Reserves or necessitate more than or require significant additional of earnings or capital from credit normal provisions. Exposure to provisions to cover inherent risk is minimal. loss of earnings or capital from losses. Exposure to loss of 
credit risk is manageable. earnings or capital from credit 

risk is substantial. 
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Quality of Credit Risk Management 

Review of those factors should allow supervisors to assess the quality of credit risk 
Management as: 

Strong Sstisfaetory_ Weak 
Management fully understands all Management reasonably understands Management does not understand, 
aspects of credit risk and key aspects of credit risk and or has chosen to ignore, key 
anticipates and responds timely generally adequately responds to aspects of credit risk. It does not 
and adequately to changes in changes in market conditions of anticipate or take timely and 
market conditions oflending. lending. appropriate actions in response to 

changes in market conditions of 
lending. 

Current policies on active Policies are fundamentally adequate. Polices are deficient in one or 
operations effectively establish and Enhancements can be achieved in one more ways and require significant 
conununicate portfolio objectives, or more areas, but are generally not improvement in one or more 
risk tolerances, and underwriting critical. Specificity of risk tolerance, areas. They may not be 
and risk selection standards. or underwriting and risk selection sufficiently clear or are too 

standards may need improvement to general to adequately 
fully communicate policy communicate portfolio objectives, 
requirements. risk tolerances and underwriting 

and risk selection standards. 
Management information systems MIS may require modest MIS have deficiencies requiring 
(MIS) provide accurate, timely and improvement in one or more areas, attention. The accuracy and/or 
complete portfolio information. but management and the supervisory timeliness of information may be 
Management and the supervisory council generally receive appropriate affected in a material way. 
council receive appropriate reports reports to analyze and understand the Portfolio risk information may be 
to analyze and understand the bank's credit risk profile. MIS incomplete. As a result, 
bank's credit risk profile. facilitates exception reporting, and management and supervisory 

MIS infrastructure can support ad hoc council may not be receiving 
queries in a timely manner. appropriate or sufficient 

information to analyze and 
understand the banks credit risk 
profile. Exception reporting 
requires improvement, and MIS 
infrastructure may not support ad 
hoc queries in a timely manner. 

Staffing levels and expertise are Staffing levels and expertise are Staffing levels are inadequate in 
appropriate for the size and generally adequate for the size and numbers or skill level. Turnover 
complexity of portfolios of active complexity of portfolios of active is high. Bank does not provide 
operations. Staff turnover allows operations. Staff turnover may create sufficient resources for staff 
for the orderly transfer of some gaps in portfolio management. training. 
responsibilities. Training Training initiatives may be 
programs facilitate on-going staff inconsistent. 
development. 
Credit risk analyses are Credit risk analyses are satisfactory, Credit risk analyses are not 
comprehensive and promote early as are risk measurements and comprehensive or are of deficient 
identification of emerging risks. monitoring systems. quality. 

Internal grading appropriately Internal grading reasonably stratifies Internal grading ofloans does not 
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stratifies portfolio quality and portfolio quality. accurately reflect the portfolio's 
provides early detection of quality. 
potential problems. 
Jntemallending activity review Lending activity review and internal Serious weaknesses exist in 
and internal and external audit of and externaI audit oflending lending activity review and 
active operations are timely, operations are acceptable. internal and externaI audit of 
comprehensive, and independent. lending operations, such as lack 

of independence, timeliness, or 
scope of review. 

The methodology of calculation of The methodology of calculation of The methodology. of calculation 
reserves for losses on active reserves for losses on active of reserves for losses on active 
operations is sound and appropriate operations is generaIly adequate and operations is flawed. It provides 
coverage of risks exists. coverage of risks is acceptable. insufficient coverage of risks 

............. t in the 1lOTI:iolios. 
I 
i 
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Credit Risk 
Credit risk is the current or prospective risk to earnings and capital arising from an 
obligor's failure to meet the terms of any contract with the institution or otherwise fails to 
perform as agreed, including the· possibility of restrictions on or impediments to the 
transfer of payments from abroad. Credit risk is found in all activities where profitability 
depends on counter party, issuer, or borrower performance. It arises any tiffie bank funds 
are extended, committed, invested or otherwise exposed through actual or implied 
contractual agreements, whether reflected on oroffbalance sheet. 

In assessing credit risk it is advisable to segregate individual and portfolio credit risk. The 
source of individual credit risk is a separate specific counterparty of the bank - a 
borrower, debtor, or issuer of securities. I ndividual credit risk assessments envision an 
assessment of the creditworthiness a specific counterparty, i.e. its individual capacity to 
timely and fully meet its obligations. Portfolio credit risk shows in a decrease in bank 
assets value (other than as a consequence of change of a market interest rate). The source 
of portfolio credit risk is the bank's overall outstanding transactions bearing credit risk­
loan portfolio, securities portfolio, accounts receivable portfolio,etc. Portfolio credit risk 
assessment envisions an assessment of bank assets concentrations and diversification. 

In addition, international lending includes country risk, wmch refers to risks associated 
with the e conornic, social and political e nvironnients 0 ft he borrower's home country. 
Country risk may be most apparent when lending to foreign governments or their 
agencies, since such 1 ending is typically unsecured, but is important to consider when 
making any foreign loan or investment, whether to public or private borrowers. There is 
also a component of country risk called "transfer risk" which arises when a borrower's 
obligation is not denominated in the local currency. The currency of the obligation may 
become unavailable to the borrower regardless of its particular fmancial condition. 

Summary Conclusions: 

The quantity of credit risk is: 
I Cl Low I Cl Moderate Cl High 

!J Satisfacto Cl Weak 

Inspectors should consider both the quantity of credit risk and quality of credit risk 
management to derive the following conclusions: 

I Cl Low 
Aggregate credit risk is: 

Cl Moderate Cl High 

I Cl Decreasing I 
The direction is expected to be: 

Cl Stable Cl Increasing 
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Liquidity Risk 

Liquidity risk is the current or prospective risk to earnings. and capital arising from a 
bank's inability to meet its liabilities when they come due without incurring unacceptable 
losses. Funding liquidity risk arises from the inability to manage unplanned outflows of 
funds and changes in funding sources and/or to meet off-balance sheet liabilities. 

We also single out market liquidity risk, which is defined as the current or prospective 
risk to earnings and capital arising from a bank's inability to quickly unwind gaps in its 
positions at current market rates without incurring uilacceptable losses. Market liquidity 
risk arises from the failure to recognize or address changes in IIllUket conditions that 
dect the ability to attract funds in necessary volumes and at acceptable rates and/or to 
liquidate assets quickly and with minimal loss in value. 

Evaluation Factors 

Supervisors should consider the following evaluation factors in making risk assessments. 
These evaluation factors are recommended criteria and may be expanded by supervisors, 
if necessary. They are an overview of issues that can assist the supervisor in making 

. decisions within the RAS. T he actual data 0 fthe 0 ngoing risk a ssessment and control 
system existing at the bank are to make sure that management .makes adequate and 
effective decisions and are considered by supervisors when assessing the bank's risk. 

• The volume and composition of asset-based liquidity in relation to the liability 
structure. Relevant factors include: 
o Highly liquid assets. 
o Securities and other assets, which can be accepted for refinancing transactions 

(taking into account the liquidity of their IIllUket). 
o Asset sales, securitization opportunities, etc. 

• Volume, structure and diversification level of passives (liabilities and capital). 
Relevant factors include: 
o Proportion ofIiabilities in the bank's passives 
o Proportion of: 

~ Term liabilities and demand· liabilities 
~ Individual funds and corporaiefunds 
~ Interbank funds 

o Existence of volatile sources offunds sensitive to changes in the bank's risk level 
o Concentrations: 

~ By provider of funds 
~ By instrument (for example, certificate of deposit, deposit account, debit card, 

etc.) 
~ By maturity 

• The average weighted cost of attracted funds for a given bank in relation to its peer 
banks 
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• Net funding gaps, with an emphasis on short-term exposures, including: 
o Projected funding needs. 
o Ability to cover potential funding gaps at reasonable prices by attracting 

additional resources 
o The depth and breadth of financial markets, where funds can be attracted 

• The composition of on- and off-balance sheet portfolios, including: 
o Outtlows and inflows of funds 
o Liquidity of Collateral and early termination arrangements (for example, 

deposit arrangements, etc.) 
o The depth and breadth of secondary markets available to convert the 

instruments to cash. 

• Resistance to the institution's name in the marketplace as demonstrated by 
deteriorating credit ratings and debt spreads over comparable government securities. 

• The cost of funding for this institution compared to the cost with its competition. 

• The views of formal or informal rating services and analysts about the institution, 
including current ratings and rating trends. Publications in mass media. 

• The existence of appropriate contingency planning. 

• The existence of timely, accurate, and informative management information. 

• The level and skill of management and staff. 

• The existence of proper control mechanisms to monitor the accuracy of information, 
proper accounting treatment, and compliance with policies or laws. 
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Quantity of Liquidity Risk 

Review of those factors should allow supervisors to assess the quantity ofliquidity risk 
as: 

Low Moderate 
Earnings and capital exposure from Earnings or capital exposure from the Potential exposure to loss of 
the liquidity risk profile (cash liquidity risk profile is manageable. earnings or capital due to high 
flows, current position and liability costs or unplanned asset 
liquidity needs, liquidity reduction below their balance--sb.eet 
management strategyl is nesdisuble value may be substantial. 
Liquidity position is favorable, The liquidity position is not expected Liquidity position is extremely 
with negligible exposure to to deteriorate in the near tenn. unfavorable, resulting in substantial 
earnings and capital expected. exposure to loss of earnings or 

capital. 
Ample funding sources exist. Sufficient funding sources exist to Funding sources and portfolio 
Funding sources provide the bank provide cost-effective liquiditY. structures suggest current or 
with a competitive cost advantage. potential difficulty in sustaining 

long-term cost-effective Ii .. 
Borrowing sources are widely Borrowing sources are diversmed ' Borrowing sources are concentIated 
diversified, with little reliance on with few providers sharing common in a few providers or providers with 
siguificant funds providers. investment objectives, timing, and . common investment objectives or 

economic influences. economic influences. 
Market alternatives exceed demand The bank is not excessively The institution has virtually no 
for liquidity, with no adverse vulnerable to funding difficulties access to market of funds as a 
changes expected. should an adverse change in market consequence of its inadequate 

perception occur. Earnings or capital perception or ignoring by the 
exposure is manageable. market. 

Support provided by the parent Parent company provides adequate Little or unknown support provided 
company is strong. support. by the parent 
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Quality of Liquidity Risk Management 

Review of these factors should allow supervisors to assess the quality of liquidity risk 
management as: 

Strong Satisfactory Weak 
Policies approved by the Policies approved by the Supervisory Supervisory Council-approved 
Supervisory Council (or its Council (or its committee) and the policies are inadequate or 
committee) and the Board of Board of Managers adequately incomplete. Policy is deficient 
Managers effectively communicate to personnel guidance in one or more material 
communicate to personnel for liquidity risk management and respects. 
guidelines for liquidity risk assign responsibility. Minor 
management and designate weaknesses may be present. 
responsibility. 
Management fully understands Management reasonably understands Management does not 
all aspects of liquidity risk. the key aspects -of liquidity risk. understand, or ignores the key 

aspects ofliquidity risk. 
Management anticipates and Management adequately responds to Management does not 
responds well to changes in changes in market conditions. anticipate or take timely or 
market conditions. appropriate actions in response 

to changes in market 
conditions. 

Liquidity risk management Liquidity risk management processes Liquidity riskmanagement 
processes reflect a sound culture are adequate. processes are deficient. 
that has proven effective over 
time. 
Management information is Management information is generally Management information 
timely, complete and reliable. timely, accurate, complete and systems do not provide 

reliable. adequate information for 
managing liquidity risk. 

Appropriate attention is given to Access to funding markets is properly Management has not 
balance sheet symmetry and the assessed and diversified, and attention realistically assessed the 
cost effectiveness of liquidity to balance sheet symmetry is institution's access to sources 
alternatives. appropriate. of funds and has not paid 

sufficient attention to 
-diversification. Attention to 
balance sheet symmetry is 
deficient. 

Contingency plans are effective Contingency planning is effective, Contingency planning is either 
and take into account all relevant and the cost ofliquidity alternatives is nonexistent or incomplete. The 
factors. adequately considered. cost of liquidity alternatives has 

not been adequately considered. 
A high probability exists that 
contingency funding sources 
are needed. hnprovement is not 
expected in the near future. 
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Liquidity Risk 

Liquidity risk is the current or prospective risk to earnings and capital arising from a 
bank's inability to meet its liabilities when they come due without incurring unacceptable 
losses. Funding liquidity risk arises from the inability to manage unplanned outflows of 
funds and changes in funding sources and/or to meet off-balance sheet liabilities. 

We also single out market liquidity risk, which is defined as the current or prospective 
risk to earnings and capital arising from a bank's inability to quickly unwind gaps in its 
positions at current market rates without incurring unacceptable losses. MaIket liquidity 
risk arises from the failure to recognize or address changes in market conditions that 
affect the ability to attract funds in necessary volumes and at acceptable rates and/or to 
liquidate assets quickly and with minimal loss in value. 

Summary Conclusions: 

The quantity of liquidity risk is: 

IJ Low IJ Moderate IJ High 

The quality of liquidity risk management is: 

IJ Strong IJ Satisfactory IJ Weak 

Inspectors should consider both the quantity of liquidity risk and quality of liquidity risk 
management to derive the following conclusions: 

Aggregate liquidity risk is: 

IJ Low IJ Moderate IJ High 

The direction is expected to be: 

IJ Decreasing I IJ Stable IJ Increasing 
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Interest Rate Risk 

Interest rate risk is the current or prospective risk to earnings and capital arising from 
adverse movements in interest rates. This risk impacts both the earnings of a bank and the 
economic value of its assets, liabilities and off-balance sheet instruments. The primary 
types 0 f interest rate risk tow hich b anks are typically exposed are: (1) repricing risk, 
which arises from timing differences in the maturity (for fixed rate) and repricing (for 
floating rate) of bank assets, liabilities and off-balance sheet positions; (2) yield curve 
risk, which arises from changes in the slope and shape of the yield curve; (3) basis risk, 
which arises from imperfect correlation in the adjustment of the rates earned and paid on 
different instruments with otherwise similar repricing characteristics; and (4) optionsality 
risk, which arises from the express or implied options imbedded in many b ank assets, 
liabilities and off-balance sheet portfolios. 

Evaluation Factors 

Supervisors should consider the following evaluation factors in making risk assessments. 
These evaluation factors are recommended criteria and may be expanded by supervisors, 
if necessary. They are an overview of issues that can assist the supervisor in making 
decisions within the RAS. The actual data 0 fthe ongoing risk assessment and control 
system existing at the bank are to make sure that m.anagement makes adequate and 
effective decisions and are considered by supervisors when assessing the bank's risk. 

• The existence of an adequate, effective and communicated internal regulatory 
framework (policies, procedures, etc) for interest rate risk management approved by 
the Supervisory Council (or its committee) and/or the Board of Managers and 
appropriate compliance practices. 

• The size and stability of net interest margins. 

• The component and aggregate levels of interest rate risk including repricing, basis, 
yield curve, and option risk relative to earnings and capital. 

• How adequately the bank assesses interest rate risk overboth the short- and long­
term. 

• The vulnerability of earnings and capital under meaningful rate chaIiges such as 
gradual rate shifts and yield curve twists. The appropriateness of the scenarios should 
be evaluated in the context of the current rate environment. Rate scenarios of 
sufficiently wide variability will be necessary to provide meaningful analysis. 

• The character of risk such as the volume and price sensitivity of various products. 

• The relative volume of and prospects for continued support from low cost and stable 
funding sources. 
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• The existence of timely, accurate, and informative management information to monitor interest rate risk. 

• The existence at the bank of practices of periodical review of the justification and validity of risk assessment assumptions and models. 

• Whether a process exists for independently measuring and analyzing risk in all significant activities from interest rate movements using a variety of scenarios. 

• Whether the bank has sufficient expertise and whether it adequately responds to changing market conditions. 

• Whether the bank has sufficient expertise and market access to flexibly adjust risk levels. 

• The level and skill of management and staff. 

• The existence of proper control mechanisms to monitor the accuracy of information, proper accounting treatment, and compliance with policies or laws. 
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Quantity of Interest Rate Risk 

. Review of those factors should allow supervisors to assess the quantity of interest rate risk as: 

Low Moderate ffigh 
Exposure reflects little repricing Exposure reflects repricing risk, Exposure reflects significant 
risk and minimal exposure to basis basis risk, yield curve risk, and repricing risk, high levels of 
risk and yield curve risk. Options options risk that are collectively basis risk, undue yield curve 
positions are clearly identified and maintained at manageable levels. risk, or significant levels of 
well manl!ged. options risk 
Mismatched positions are short- Mismatched positions may be Mismatched positions are 
tenn. longer term, but are effectively longer tenn and costly to hedge. 

hedged. 
The mismatches are unlikely to Substantial volatility in earnings or The probability of substantial 
cause earnings or capital volatility capital due to the movement of volatility in earnings or capital 
due to the movement in interest interest rates is not anticipated. due to the movement of interest 
rates. , rates is high. 
The support provided by low-cost, The support provided by low-cost, The support provided by low-
stable nomnaturity deposits is stable nonmaturity deposits absorbs cost, stable nomnaturity 
significant and absorbs or offsets some, but not all, of the exposure deposits is not significant or 
exposure arising from longer-tenn associated with longer-tenn sufficient to offset risk from 
repricing mismatches or options repricing mismatches or options longer-tenn repricing 
risk. risk. mismatches or options risk. 
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Quality of Interest Rate Risk Management 

Review of those factors should allow supervisors to assess the quality of interest rate risk management as: 

StrOB2 Satisfactory Weak The internal regulatory framework The internal regulatory framework The internal regulatory approved by the Supervisory approved by the Supervisory framework approved by the CoWlcillBoard of Managers is CoWlcillBoard of Managers Supervisory CoWlcilfBoard of sOWld and effectively adequately commwricates Managers is inadequate in communicates guidelines for guidelines for management ofIRR, commWlicating guidelines for management oflRR, functional functional responsibilities, and risk management oflRR functional responsibilities, and risk tolerance. tolerance. Minor weaknesses may responsibilities, and risk 
be evident tolerance. 

Management, responsible officials Management, responsible officials Management, responsible and respective structural Wlits fully and respective structural units officials and respective understand all aspects of interest reasonably Wlderstand the key structural Wlits do not rate risk aspects of interest rate risk Wlderstand or choose to ignore 
key aspects of interest rate risk Management anticipates and Management adequately responds Management does not responds well to changes in market to changes in market conditions. anticipate or take tinlely and conditions. appropriate actions in response 
to changes in market 
conditions. Responsibility for monitoring risk Responsibility from monitoring limits and measuring exposures is risk limits and measuring independent from those executing exposures is not independent risk-taking decisions. from those executing risk-
taking decisions. Measurement tools and methods Measurement tools and methods Measurement tools and enhance decision making by have minor weaknesses, but are methods are overly simplistic in providing meaningful and timely appropriate given the size and light of tbe relative size and information Wlder a variety of complexity of the institution's on- complexity of the institution's defined and reasonable rate and off-balance sheet exposures. on- and off-balance sheet scenarios. exposures. 

Management information systems Management information is Management information are timely, accurate, complete and generally timely, accurate, complete systems contain significant reliable. and reliable. weaknesses. 
Limit structures provide clear Limit structures are adequate to Limit structures are not parameters for risk to earnings and control the risk to earnings and tbe reasonable or do not reflect an the economic value of equity under economic value of equity Wlder Wlderstanding of the risks to a variety of defined and reasonable defined and reasonable interest rate earnings and the economic interest rate scenarios. scenarios. value of eQUity. 
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Interest Rate Risk 

Interest rate risk is the current or prospective risk to earnings and capital arising from 

adverse movements in interest rates. This risk impacts both the earnings of a bank and the 

economic value of its assets, liabilities and off-balance sheet instruments. The primary 

types ofinterest rate risk to which b auks are typically exposed are: (1) repricing risk, 

which arises from timing differences in the maturity (for fixed rate) and repricing (for 

floating rate) of bank assets, liabilities and off-balance sheet positions; (2) yield curve 

risk, which arises from changes in the slope and shape of the yield curve; (3) basis risk, 

which arises from imperfect correlation in the adjustment .of the rates earned and paid on 

different instruments with otherwise similar repricing characteristics; and (4) optiousality 

risk, which arises from the express or implied options imbedded in manybank assets, 

liabilities and off-balance sheet portfolios. 

Summary Conclusions: 

The quantity of interest rate risk is: 

o Low o Moderate I 1:\ High 

The quality of interest rate risk management is: 

1:\. Strong 1:\ Satisfactory 1:\ Weak 

Inspectors should consider both the quantity of interest rate risk and quality of interest 

rate risk management to derive the following conclusions: 

Aggregate interest rate risk is: 

1:\ Low 1:\ Moderate 1:\ High 

The direction is expected to be: 

o Decreasing I o Stable 1:\ Increasing 
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Market Risk 

Market risk is the current or prospective risk to earnings and capital arising from adverse 
movements in bond prices, security and commodity prices and foreign exchange rates in 
the trading book. This risk arises from market making, . dealing, and position taking in 
debt and equity securities, currencies, commodities, and derivatives (bonds, securities, 
currencies, and commodities). 

Risks arising under similar circumstances with regard to similar instruments in the 
banking book are addressed in other relevant categories of the risk assessment system. 

Evaluation Factors 

Supervisors should consider the following evaluation factors in making risk assessments. 
These evaluation factors are recommended criteria and may be expanded by supervisors, 
if necessary. They are an overview of issues that can assist the supervisor in making 
decisions within the RAS. The actual data of the ongoing risk assessment and control 
system existing at the bank are to make sure that management makes adequate and 
effective decisions and are considered by super-risors when assessing the bank's risk. 

• The existence of an adequate, effective and communicated internal regulatory 
framework (policies, procedures, etc) for market risk management approved by the 
Supervisory Council (or its committee) and/or the Board of Managers and appropriate 
compliance practices. 

• The source of market risk including interest rate, foreign exchange, commodity, and 
equity prices. 

• The size, tenor, and complexity of positions. 

• The components 0 f market risk and price se nsitivity 0 fv arious products including 
under off-balance sheet arrangements (for instance, swaps, forwards, and options). 

• The stability of trading revenues. 

• The trend of earnings and capital at risk. 

• The vulnerability of the bank under probable rate scenarios and stress environments 
(stress-testing). 

• The ability to hedge or close risk positions existing at a given moment, including 
management's professional ability to conduct hedging transactions and the bank's 
access to appropriate markets. 

• The size of open positions versus revenues generated and expected (Le., risk versus 
reward). 
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• The existence of timely, accurate, and comprehensive management information. 

• The level and skill of management and staff. 

• The existence of proper control mechanisms to monitor the accuracy of information, 
proper accounting treatment, and compliance with policies, limits, or laws. 
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Quantity of Market Risk 

Review of those factors should allow supervisors to assess the quantity ofDlllIket risk as: 

Low Moderate 
Exposure reflects limited open or Exposure reflects moderate open or Exposure reflects significant 
unhedged positions. As a result, unhedged positions. As a result, open or unhedged positions. As 
when prices and rates change, the when prices and rates change, the a result, when prices and rates 
fluctuations of the size of earnings fluctuations of the size of earnings change, the fluctuations of the 
and capital would be minimal. and capital would be moderate. size of earnings and capital 

would be s~cant. 
Exposures primarily arise from Exposure originates primarily in High exposure may arise from 
customer transactions, and involve conjunction with customer transactions or positions that 
liquid and readily manageable transactions. The bank has access to are taken as management's or 
products, markets, and levels of a variety of risk management trader's views of the IllaIket. 
activity. instruments and markets at The volume and terms and 

reasonable costs, given the size, conditions of customer 
tenor, and complexity of open transactions are not adequate 

I positions. for the bank. 
The tenor and size of open The tenor and size of open positions The positions may be difficult i 

positions are expected to continue are expected to remain at current or costly to close out or hedge 
at, or decline from, current levels. levels. due to complexity; difficulty in 

readily accessing certain i 

instruments, mazkets or tenors; 
or the general illiquidity of 
markets or products. The tenor 
and size of open positions are 

I expected to continue at or , 
increase beyond, current levels. i 
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Quality of Market Risk Management 

Review of those factors should allow supervisors to assess the quality of market risk 
management as: 

Stron2 Satisfactory Weak 
The Supervisory Council clearly The Supervisory Council defines The bank's internal regulatory 
defines the level and types of risk the level and types of risk that the framework reflects the Board of 
that the bank is willing to take and bank is willing to take and Managers' rather than the 
establishes clear authorities, establishes clear authorities, shareholders' attitude towards 
conservative limits, and assigned reasonable limits, and assignment risk. No clear assignment of 
responsibilities. Policies pennit of responsibilities. Risk-taking responsibilities. Risk-taking 
risk-taking authority consistent authority is generally consistent authority does not reflect the 
with the expertise of bank with expertise of bank personnel. expertise of trading personnel. 
personnel. 
Management, responsible officials Management, responsible officials Management, responsible 
and respective structural units fully and respective structural units officiakand respective structural 
understand all aspects of market reasonably understand the key units do not understand, or have 
risk aspects of market risk chosen to ignore, key aspects of 

. lnarket risk 
Management and responsible Management and responsible Management and responsible 
officials anticipate and respond officials adequately respond to officials do not anticipate or take 
timely and effectively to changes . changes in market conditions. timely and appropriate actions in 
in market conditions. response to changing market 

conditions. 
Measurement tools and methods Measurement tools and methods Measurement tools and methods 
are sophisticated, given the size have minor deficiencies, but are are inadequate given the size or 
and complexity of activities. sufficient give the size and complexity of activities. 

complexity of activities. 
Management information is Management information is Management information does 
sufficient for a clear assessment of generally sufficient for an not accurately characterize 
the potential volatility and assessment of the potential potential volatility or aggregate 
aggregate risk-taking volatility and aggregate risk-taking lisk-taking 
Limit systems establish clear Limit systems establish clear Limits systems do not reflect a 
parameters of the risk to earnings parameters of the risk to eamings complete understanding of the 
and capital under a variety of and capital under defined and riskto earnings and capital. 
defmed and reasonable scenarios. reasonable scenarios. 
The function of measuring The function of measuring 
exposures and monitoring risk is exposures and monitoring risk is 
independent from risk-taking not independent from risk-taking 
activities. activities. 
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Market Risk 

Market risk is the current or prospective risk to earnings and capital arising from adverse 
movements in bond prices, security and commodity prices and foreign exchange rates in 
the trading book. This risk arises from market making, dealing, and position taking in 
debt and equity securities, currencies, commodities, and derivatives (bonds, securities, 
currencies, and commodities). . 

Risks arising under similar circumstances with regard to similar instruments in the 
banking book are addressed in other relevant categories of the risk assessment system. 

Summary Conclusions: 

The quantity of market risk is: 

Cl Low Cl Moderate Cl High 

The quality of market risk management is: 

Cl Strong Cl Satisfactory Cl Weak 

Inspectors should consider both the quantity of market risk and quality 0 fmazket risk 
management to derive the following conclusions: 

Aggregate mazket risk is: 

Cl Low . Cl Moderate . ·1 Cl High 

The direction is expected to be: 

Cl Decreasing 1 Cl Stable Cl Increasing 
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Foreign Exchange Risk 

Foreign exchange risk is the current or prospective risk to earnings and capital arising 
from adverse movements in currency exchange rates and banking metal prices. Foreign 
exchange risk can be separated into: 
- Transaction risk; 
- Translation risk; 
- Economic foreign exchange risk. 

Transaction risk refers to the impaCt of adverse movements in currency exchange rates on 
the value of open foreign currency positions. However, since it generally arises from 
market making; dealing and position taking in foreign currencies it is covered in the 
market risk guideline. Translation risk refers to the variability in accounting values that 
result from variations in exchange rates which are used in translating carrying values in 
foreign currencies to base currency. Economic foreign exchange risk refers to changes in 
competitive strength of the financial institution or its entities in the foreign market due to 
fundamental changes in exchange rates. 

Evaluation Factors 

Supervisors should consider the following evaluation factors in making risk assessments. 
These evaluation factors are recommended criteria and may be expended by supervisors, 
if necessary. They are an overview of issues that can assist the supervisor in making 
decisions within the RAS. The actual dataofthe ongoing risk assessment and control 
system existing at the bank are to make sure that management makes adequate and 
effective decisions and are considered by supervisors when assessing the bank's risk. 

• The existence of an adequate, effective and communicated internal regulatory 
framework (policies, procedures, etc) for FX risk management approved by the 
Supervisory Council (or its committee) and/or the Board of Managers and appropriate 
compliance practices. 

• The volume of balance sheet and off-balance sheet items subject to revaluation from 
translation at a spot rate and translation at a forward rate. 

• The structure of balance-sheet and off-balance-sheet items by: 
o Currency. 
o Products. 
o Tenor or anticipated duration of positions. 
o The size and maturity of cash flow mismatches. 
o The extent of positions in thinly traded currencies. 

• The potential size of capital losses from translating accounts denominated in other 
currencies to their hrivna equivalent in case of change of currency exchange rates, 
taking into account recent trends and projections. 
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• The existence of timely, accurate, and infonnative management infonnation. 

• The level and skill of management and staff. 

• The existence of proper control mechanisms to monitor the accuracy of infonnation. 
proper accounting treatment, and compliance with policies or laws. 
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Quantity of Foreign Exchange Risk 

Review of those factors should allow supervisors to assess the quantity of foreign 
exchange risk as: 

Low Moderate llil!:h 
The size ofunhedged open FX The size ofunhedged open FX The size of unhedged open FX 
positions is limited. ' positions is moderate. positions is significant. 
Cash flows are predictable and are Cash flow mismatches are Some positions may be 
closely matched or hedged. predictable and moderate in size. denominated in relatively illiquid 

currencies, complicating the ease, 
speed, and cost of hedging. 

There is negligible volatility to There is moderate volatility to There is substantial volatility to 
earnings or capital because of earnings or capital due to earnings or capital due to 
translation adjustments. translation a(lj'liStrnents. translation adjustments. 
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Quality of Foreign Exchange Risk Management 

Review of those factors should allow supervisors to assess the quality of foreign 
exchange risk management as: 

Stronl! Satisfactory Weak 
The internal regulatory The internal regulatory There is no internal regulatory 
framework clearly and framework generally defines the framework for FX risk or it is 
reasonably defines the limits of limits ofFX positions by inadequate to the volume and nature 
FX positions by ctnTency, term ctnTency, term and instrument. of the bank's operations given 
and instrument. management expertise, the bank's 

capital position, and/or volume of 
assets and liabilities denominated 
foreign ctnTencies. Responsibilities 
are not clearly assigned. 

Management, responsible Management, responsible Management, responsible officials 
officials and respective structural officials and respective structural and respective structural units do 
units fully understand all aspects units fully understand the key not understand, or have chosen to 
of foreign exchange risk aspects offoreign exchange risk ignore, key aspects of foreign 

exchange risk 
Management and responsible Management and responsible Management and responsible 
officials anticipate and respond officials adequately respond to officials do not anticipate or take 
timely and effectively to changes changes in market conditions. timely or appropriate actions in 
in market conditions. response to changes in market 

I conditions. 
Risk measurement tools and Risk measurement tools and Risk measurement tools and 
methods are sophisticated, given methods may have minor methods are inadequate given the 
the size and complexity of deficiencies, but are sufficient size or complexity of activities. 
activities. given the size and complexity of 

activities. 
Management information is Management information is Management information does not 
sufficient for a clear assessment generally sufficient for an accurately portray the potential 
of the potential market volatility assessment of the potential market volatility or aggregate risk-
and aggregate risk-taking. market volatility and aggregate taking. 

risk-taking. 
Limit systems establish clear Limit systems establish clear Limit systems do not reflect a 
parameters of the risk to earnings parameters of the risk to earnings complete understanding of the risk 
and capital under a variety of and capital under defined yet to earnings and capital. 
defined and reasonable reasonable scenarios. 

i scenarios. i 

The function of measuring The function of measuring 
exposures and monitoring risk is exposures and monitoring risks is 
independent from risk-taking not independent from risk-taking 
activities. activities. 
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Foreign Exchange Risk 

Foreign exchange risk is the current or prospective risk to earnings and capital arising 
from adverse movements in currency exchange rates and banking metal prices. Foreign 
exchange risk can be separated into: 
- Transaction risk; 
- Translation .risk; 
- Economic foreign exchange risk. 
Transaction risk refers to the impact of adverse movements in currency exchange rates on 
the value of open foreign currency positions. However, since it generally arises from 
market making, dealing and position taking in foreign currencies it is covered in the 
market risk guideline. Translation risk refers to the variability in accounting values that 
result from variations in exchange rates which are used in translating ClllT)'1ng values in 
foreign currencies to base currency. Economic foreign exchange risk refers to changes in 
competitive strength of the financial institution or its entities in the foreign market due to 
ftmdamental changes in exchange rates. 

Summary Conclusions: 

The quantity of foreign exchange risk is: 

[J Low CI Moderate o High 

The quality of foreign exchange risk management is: 

o Strong Q Satisfactory o Weak 

Inspectors should consider both the quantity of foreign exchange risk and quality of 
foreign exchange risk management to derive the following conclusions: 

Aggregate foreign exchange risk is: 

o Low o Moderate o High 

The direction is expected to be: 

o Decreasing I o Stable o Increasing 
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Operations risk 

Operations risk affects the long-term existence of a banking institution, and arises from 
breakdowns in corporate governance or internal controls. Such breakdowns can lead to 
financial losses through error, fraud, or failure to perform in a timely manner or canse the 
interests of the bank to be compromised in some other way, for example, by its dealers, 
lending officers or other staff exceeding their authority or conducting bnsiness in an 
unethical or risky manner. Other aspects of operations risk include major failure of 
information technology systems or events such as major fires or other disasters. 

Evaluation Factors 

Supervisors should consider the following evaluation factors in making risk assessments. 
These evaluation factors are recommended criteria and may be expanded by supervisors, 
if necessary. They are an overview of issues that can assist the supervisor·in making 
decisions within the RAS. The actual data 0 fthe 0 ngoing risk a ssessment and control 
system existing at the bank are to make sure that management makes adequate and 
effective decisions and are considered by supervisors when assessing the bank's risk. 

• The existence of an adequate, effective and communicated internal regulatory 
framework (policies, p rocedures, etc) for operations risk management approved b y 
the Supervisory Council (or its committee) andlor the Board of Managers and 
appropriate compliance practices. . 

• The number and complexity of processing of transactions in relation to the 
development and capacity of operational and control systems taking into account the 
historical performance record of these system, their current condition, and prospects 
for further improvement. . 

• The potential for .technological and operational failures, breaches of authority by 
staff, inadequacies in the pre-transaction analysis and decision support, and failure . 
(including temporary) to monitor and capture transactions with customers or counter 
parties. 

• The existence and adherence by the bank to technological cards for conducting 
transactions. 

• The existence, number, reasons and nature of violations of administrative and 
accounting control procedures. 

• The potential for financial loss due to: 
-- Human error or fraud. 
- Competitive disadvantage. 
- Incomplete information. 
-- Operational disruption. 
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• The history oflitigation related to operations and how the bank: dealt with it. 

• The volume and adequacy of controls over outsourcing arrangements. 

• The existence of timely, accurate, and informative management information. 

• The level and skill of management and staff. 

• The existence of proper control mechanisms to monitor the accuracy of information, 
proper accounting treatment, and compliance with policies or laws. 
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Quantity of Operations Risk 

Review of the following factors should allow supervisors to assess the quantity of 
operations risk as: 

pre­
transaction analysis and procedures 
are standardized. No external 
service providers are used for data 
entry. 

tecbnological complexity of their 
processing is low and well 
supported by operational systems 
development. 

meets 
requirements to settlement and 
cash transactions. The schemes of 
conducting these transactions are 
simple, the average size and 
number of transactions conducted 
in different time zones are low. 

range services is 
consistent with management's 
plans. Implementation plans are 
clear and followed. 

2 NBU Risk Assessment System 

analysis and procedures are difficult 
to standardize because of 
complexity of schemes of 
conducting transactions involving 
separate products. Some external 
providers are used for important 
data entry. 

technological complexity of their 
processing expose the bank to some 
degree of risk. Operational systems 
development adequately supports 
the of 

of 
settlement and cash discipline. The 
schemes of conducting transactions 
are characterized with certain 
complexity, the average size of 
transactions is significant, and the 
number of transactions conducted in 
different time zones is moderate. 

expansion and 
range of banking services is 
generally consistent with 
management's plans. 
Implementation plans are evident 
although they are not always 

-39-

pre­
transaction analysis and 
procedures cannot be 
standardized because of 
complexity of schemes of 
conducting transactions involving 
separate products. A number of 
external service providers are 

transaction processing and state 
of operational gystems 
development are inconsistent and 
reflect weaknesses. 

settlement and cash discipline. 
, The schemes of conducting 
, transactions are characterized as 

complex, the average size of 
operations is high, and the 
number of transactions conducted 
in different time zones is 

I 
The adequate plans of 
expansion of the number and 
range of services. 



Quality of Operations Risk Management 

Review of the following factors should allow supervisors to assess the quality operations 
risk as: 

Stron!!: Satisfactory Weak 
Management fully understands all Management reasonably Management does not understand, 
aspects of operations risk. understands the key aspects of or has chosen to ignore, key 
Management anticipates and operations risk. Management aspects of operations risk. 
responds well to market changes. adequately responds to changes of a Management does not anticipate 

market nature. or take timely and appropriate 
actions in response to market 
changes. 

The bank has a history of sound The bank has a history of adequate The bank may have a history of 
operations. The likelihood of operations. The likelihood of future transaction processing failures 
future transaction processing transaction processing failures is (significant in nmnber and/or 
failures is minimal because of the minimized by generally effective consequences). The likelihood of 
presence of strong internal controls. future transaction processing 
controls. failures is high because of the 

absence of effective internal 
controls. 

The level of operational control at The level of operational control at The level of operational control at 
the bank is high. Internal controls, the bank is adequate. Internal the bank is inadequate. Serious 
audit, and contingency plans are controls, audit coverage, and weaknesses exist in internal 
sound. contingency plans are evident. controls, and audit coverage or 

. contingency plans. 
Management information is Minor deficiencies may exist in Management information related 
satisfactory. management information on to transaction processing 

transaction processing activities. activities exhibits significant 
weaknesses. 

Current staffing is of exce\1ent Current quantity and quality of staff Current quantity and quality of 
quantity and quality (both in tenus is troublesome. Scarcity of required staff is insufficient. Required 
of knowledge of market, knowledge and experience in the knowledge and experience is hard 
qualifications and experience). No market. to obtain in the market 
scarcity of qualified personnel in 
the market. 
Management identifies weaknesses Management recognizes Management has not 
quickly and takes appropriate weaknesses and genera\1y takes demonstrated a commitment to 
action. appropriate action. make the corrections required to 

improve QPeration risk controls. 
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Operations Risk 

Operations risk affects the long-term existence of a banking institution, and arises from breakdowns in corporate governance or internal controls. Such breakdowns can lead to financial losses through error, fraud, or failure to perform in a timely manner or cause the interests of the bank to be compromised in some other way, for example, by its dealers, lending officers or other staff exceeding their authority or conducting business in an unethical or risky manner. Other aspects of operations risk include major failure of information technology systems or events such as major fires or other disasters. 

Summary Conclusions: 

The quantity of operations risk is: 

o Low (J .. Moderate o High 

The quality of operations risk management is: 

o Strong I . 0 Satisfactory o Weak 

Inspectors should consider both the quantity of operations risk and quality of operations 
.. risk management to derive the following conclusions: 

Aggregate operations risk is: 

o Low I [J Moderate o High 

The direction is expected to be: 

o Decreasing I o Stable o Increasing 
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Reputation Risk 

Reputation risk is the current· or prospective risk to earnings and capital arising from 
adverse perception of the image of the financial institution by customers, counter parties, 
shareholders, or regulators. This affects the bank's ability to establish new relationships 
or services or service existing relationships. This risk may expose the institution to 
administrative, civil and criminal liability, financia.lloss or a decline in its customer base. 
Reputation risk exposure is present throughout the organization and, therefore, banks are 
obligated to exercise an appropriate treatment in dealing with its customers and with the 
community. 

The public perception can be delineated as follows: 
o . Market perception: e.g. actual or potential customers or counter parties, or 

shareholders 
o Regulatory perception: e.g. the National Bank of Ukraine, Securities and Exchange 

Commission, State Tax Administration, and other authorized bodies. 

Evaluation Factors 

Supervisors should consider the following evaluation factors in making risk assessments. 
These evaluation factors are recommended criteria and may be expanded by supervisors, 
if necessary. They are an overview of issues that can assist the supervisor in making 
decisions within the RAS. The actual dataofthe ongoing risk assessment and control 
system existing at the bank are to make sure that management makes adequate and 
effective decisions and are considered by supervisors when assessing the bank's risk. 

• The market or public perception of management and the financial stability of the 
institution. 

• The market or public perception of the products and services offered by the bank. 

• Management's willingness and ability to adjust business strategies based on 
regulatory changes, market conjuncture, or other factors (for instance, termination or 
restriction of the validity of separate items in the license, change ofthe bank's status, 
etc.). 

• The bank's practices of aualyzing the prospects for expanding the range of products 
and services and developing an appropriate internal regulatory framework, including 
as it pertains to conducting due diligence. The prospects for maintaining such 
practices in future. 

• The volume of fiduciary services and the terms and conditions of rendering them. 

• The nature and volume of customer complaints and management's ability and 
willingness to respond to those complaints. 
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• The existence ofhigbly visible or conspicuous litigation, which has affected the 
bank's image. 

• Historical fines, penalties and other financial losses arising from administrative, civil 
and criminal liability incurred by the bank (or its managers). 

• The findings of internal and supervisory reviews and management's willingness and 
ability to respond to these reviews. 

• The bank's participation in the Household Deposit Insurance Fund. 
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Summary Assessment 

Review of those factors should allow supervisors to assess composite reputation risk as: 

Low Moderate High 
Management anticipates and Management adequately responds Management does not anticipate or 
responds well to changes of a to chariges of a market or other take timely or appropriate actions 
market or other nature that impact nature that impact its reputation. in response to changes of a market 
its reputation. or other nature. 
The existence of an officially The existence of an officially No Code of Ethics exists at the 
developed and unofficial Code of developed and unofficial Code of bank or it does not function. 
Ethics, which is fully complied Ethics, which is generally 
with. complied with. 
The bank's internal discipline in The bank's internal discipline in The bank's internal discipline in 
risk management is maintained at risk management is maintained at risk management is not maintained. 
a very hi~ level. an acceptable leveL 
Internal controls and audit are Internal controls and audit are Internal controls or audit are not 
fully adequate. generally adequate. effective in reducing exposure. 

Management has either not 
initiated, or has a poor record of, 
corrective action to address 
problems. 

Franchise value is only minimally The exposure of franchise value Franchise value is substantially 
exposed by reputation risk. from reputation risk is controlIed exposed by reputation risk shown 
Exposure from reputation risk is (for instance, through an effective in significant litigation against the 
expected to remain low in the public relations function). bank and its managers, large dollar 
foreseeable future. Exposure is not expected to losses, or a high volume of 

increase in the foreseeable future. customer complaints. Exposure is 
expected to continue in the 

.. foreSeeable future . 
The Household Deposit Insurance The bank is not a participant of the 
Fund insures a significant portion Household Deposit Insurance Fund 
of total household deposits. The or is its temporary participant. 
average amount of a deposit does 
not exceed the amount of 

teed compensation. 
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Reputation Risk 

Reputation risk is the current or prospective risk to earnings and capital arising from 
adverse perception of the image of the financial institution by customers, counter parties, 
shareholders, or regulators. This affects the bank's ability to establish new relationships 
or services or service existing relationships. This risk may expose the institution to 
administrative, civil and criminal liability, tinancialloss or a decline in its cnstomer base. 
Reputation risk exposure is present throughout the organization and, therefore, banks are 
obligated to exercise an appropriate treatment in dealing with its customers and with the 
community. 

The public perception can be delineated as follows: 
o . Market perception: e.g. actual or potential customers or counter parties, or 

shareholders 
o Regulatory perception: e.g. the National Bank of Ukraine, Securities and Exchange 

Commission, State Tax Administration, and other authorized bodies .. 

Summary Conclusions: 

Aggregate reputation risk is: 

I:l Low I:l Moderate I:l High 

The direction is expected to be: 

I:l Decreasing I I:l Stable I:l Increasing 
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Legal Risk 

Legal risk is the current or prospective risk to. earnings and capital arising from violations 
or non-compliance with laws, rules, regulations, agreements, prescribed practices, or 
ethical standards, as well as from the possibility of dubions interpretation of effective 
laws or rules. fustitutions are exposed to legal risk due to relations with a great number 
of stakeholders, e.g. cnstomers, counter parties, intermediaries, etc., as well as regulators, 
tax authorities, and other authorized agencies. Legal risk can lead to fines and penalties, 
payment of damages, diminished reputation, deteriorating position in the market, reduced 
expansion potential, and lack of contract enforceability. 

Evaluation Factors 

Examiners should consider the following evaluation factors in making risk assessments. 
These evaluation factors are recommended criteria and may be expanded by supervisors, 
if necessary. They are an overview of issues that can assist the examiner in making 
decisions within the RAS. The actual data of the ongoing risk assessment and control 
system existing at the bank are to make sure that management makes adequate and 
effective decisions and are considered by supervisors when assessing the bank's risk. 

• The existence of an adequate, effective and communicated internal regulatory 
framework (policies, procedures, etc) for legal risk management approved by the 
Supervisory Council (or its committee) and/or the Board of Managers and appropriate 
compliance practices. 

• The number and significance of violations or nonconformance with prescribed 
standards or legal requirements (significance is determined by analysis of the 
frequency, dollar amount, and nature of noncompliance). The analysis should 
incorporate both current and historical perspectives. 

• The history of complaints, claims and litigation by customers and others. The 
complaints, claims or litigation may involve: 

o Consumer rights protection in connection with receipt of banking services 
(lending, deposits, funds transfer, fee-based services, etc.). 

o Violation and enforcement of banking laws and regulations. 
o Other explicit or implied prudential and ethical standards, whether established 

internally or mandated by others. 

• How policies and powers are communicated to management and staff. 

• The existence of timely, accurate, and complete management information. 

• The level and skill of management and staff (in particular, legal staff). 
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• The existence of appropriate controls (internal and external audit, appropriate procedures, etc.) to ensure compliance with the requirements of laws and regulations, the requirements of the internal regulatory framework and concluded agreements. 
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Summary Assessment 

Review of those factors should allow examiners to assess aggregate legal risk as: 

Low - Moderate ID2h 
Management fully understands all Management reasonably Management does not understand, 
aspects oflegal risk and exhibits understands the key aspects of or has chosen to ignore, key 
clear commitment to cOlIll>liance. legal !isk. aspects oflegal risk. 
Authority and accountability for Authority and accountability for Management has not established, 
compliance are clearly defined and compliance are communicated has not communicated throughout 
enforced throughout the institution. throughout the institution, the institution or enforced 

although some refinements may be accountability for compliance 
needed. performance. 

Management anticipates and Management adequately responds Management does not anticipate 
responds well to changes in the to changes of a market or or take timely or appropriate 
market or regulatory nature. regulatory nature. actions in response to changes of 

a market or regulatory nature. 
Legal considerations are While compliance may not be Legal considerations are not 
incorporated into the product and formally considered when incorporated in product or 
system development process. developing products and systems, systems development. 

issues are typically addressed 
before they_are fully'implemented 

Violations or noncompliance issues The frequency or severity of Violations or noncompliance 
are insignificant, as measured by violations or noncompliance is expose the company to significant 
their number or seriousness. reasonable. impairment of reputation, value, 

earnings, or the bank's position in 
the market. 

When deficiencies are identified, Problems can be corrected in the Errors are often not detected 
management promptly implements normal course of business without internally, corrective action is 
meaningful corrective action. significant investment of money or often ineffective, or management 

management resources. is unresponsive to identified 
Management is responsive when deficiencies. 
deficiencies are identified. 

The institution has a good record of Compliance management systems Compliance management systems 
compliance. Appropriate controls are adequate to avoid significant or are deficient, reflecting an 
and systems are implemented to frequent violations or inadequate management 
identify potential legal issues, noncompliance. commitment to risk management. 
compliance problems and assess 
performance, which minimize the 
likelihood of numerous or serious 
future violations. 
Training programs are effective and Management provides adequate Management has not provided 
the necessary resources have been resources and training given the adequate resources or training. 
provided to ensure compliance. complexity of products and 

operations. 
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Legal Risk 

Legal risk is the current or prospective risk to earnings and capital arising from violations or non-compliance with laws, rules, regulations, agreements, prescribed practices, or ethical standards, as well as from the possibility of dubious interpretation of effective laws or rules. Institutions are exposed to legal risk due to relations with a great number of stakeholders, e.g. customers, counter parties, intermediaries, etc., regulators, tax 
authorities, and other authorized agencies. Legal risk can lead to fines and penalties, payment of damages, diminished reputation, deteriorating position in the market, reduced 
expansion potential, and lack of contract enforceability. 

Summary Conclusions: 

Aggregate legal risk is: 

I:J Low I:J Moderate I:J High 

The direction is expected to be: 

I:J Decreasing I I:J Stable I:J Increasing 
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Strategic Risk 

Strategic risk is the current or prospective risk to earnings and capital arising from 
adverse business decisions, improper implementation of decisions, or lack of 
responsiveness to changes in the business environment. This risk is a function of the 
compatibility of a bank's strategic goals, the business strategies developed to achieve 
those goals, the _ resources deployed against these goals, and the quality of 
implementation. The resources needed to carry out business strategies are both tangible 
and intangible. They include communication channels, operating systems, delivery 
networks, and managerial capacities and capabilities. The organization's internal 
characteristics must be evaluated against the impact of economic, technological, 
competitive, regulatory, and other environmental changes. 

Evaluation Factors 

Supervisors should consider the following evaluation factors in making risk assessments. 
These evaluation factors are recommended criteria and may be expanded by supervisors, 
if necessary. They are an overview of issues that can assist the supervisor in making 
decisions within the RAS. T he actual data 0 fthe 0 ngoing risk a ssessment and control 
system existing at the bank are to make sure that management makes adequate and 
effective decisions and are considered by supervisors when assessing the bank's risk. 

• The bank's mission, goals, corporate culture ~nd values,and tolerance for risk. 

• Management's practices of communicating, modifying, and implementing strategic 
plans. 

• The status of implementation of strategic plans, the frequency and magnitude of 
changes in the bank's risk tolerance. -

• Management infonnation systems and controls available to monitor business 
decisions. 

• Strategic choices relating to technological, product, and competitive environments 
and their impact on franchise value. 

• Merger and acquisition plans and opportunities. 

• The compatibility of strategic initiatives with available or planned resources. 

• The bank's market position, including market penetration at both the product and 
geographic level. 

• The bank's diversity in tenns of products, geography, and demographics. 

• The bank's past performance in offering new products and services. 
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Summary Assessment 

Review of those factors should allow supervisors to assess aggregate strategic risk as: 

Low Moderate 
Risk mana~ practices 

Risk management practices are an The quality of risk management is 
integral part of strategic planning. consistent with the strategic tasks are inconsistent with strategic 

confronting the organization. tasks. A lack of strategic 
direction is evident. Strategic goals, objectives, corporate Management has demonstrated the Strategic tasks are culture, and behavior are effectively ability to implement goals and inadequately supported by the -communicated and consistently objectives and Successful bank's internal regulatory applied throughout the institution. implementation of strategic tasks is framework. The structure The effectiveness of implementation likely. and qualifications of the staff of strategic tasks is enhanced by the of the organization do not depth of management qualifications support long-term strategies. at all levels. 

The bank has a good record of The bank has a reasonable record of The bank demonstrates its accomplishing goals and accomplishing goals and inability to accomplish goals implementing strategic tasks. implementing strategic tasks. and to implement strategic Strategic plans do not pose a threat of Strategic plans pose a minor and tasks. The implementation of destabilization of the bank:' s generally manageable threat of the bank's strategic plans may condition. destabilization of the bank's cause destabilization of its 
condition. condition. 

Management information systems Management"information systems Management information effectively support strategic tasks. reasonably support short-term systems supporting strategic 
strategic tasks. tasks are seriously flawed or 

do not exist. The bank's strategic plan The bank's strategic plan The impact of strategic implementation tactics are consistent implementation tactics are generally decisions is expected to with the defined strategy, are consistent with the defined strategy significantly affect franchise supported by capital and pose only and are basically supported by capital value. The bank's tactical nominal possible effects on earnings and operating systems. Decisions are actions to implement strategic volatility. Decisions can' be easily not likely to have a significant plans are aggressive andIor changed with reasonable expenses. adverse impact on earnings or capital. incompatible with the defined 
Ifnecessary, the decisions or actions strategy. Decisions are either 
can be reversed without significant difficult or costly to reverse 
cost or difficulty. in the process of their 

implementation. 
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Strategic Risk 

Strategic risk is the current or prospective risk to earnings and capital arising from 
adverse business decisions, improper implementation of decisions, or lack of 
responsiveness to changes in the business environment. This risk is a function of the 
compatibility of a bank's strategic goals, the business strategies developed to achieve 
those goals, the resources deployed against these - goals, and the quality of 
implementation. The resources needed to carry out business strategies are both tangible 
and intangible. They include communication channels, operating systems, delivery 
networks, and managerial capacities and capabilities. The organization's internal 
characteristics must be evaluated against the impact of economic, technological, 
competitive, regulatory, and other environmental changes. 

Summary Conclusions: 

Aggregate strategic risk is: 

Cl Low Cl Moderate Cl High 

The direction is expected to be: 

Cl Decreasing I Cl Stable Cl Increasing 
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Information Technology (IT) Risk 

IT risk is the current or prospective risk to earnings and capital arising ftom inadequate 
information technology and processing in terms of manageability, exclusivity, integrity, controllability, and continuity. Further, IT risk arises ftom an inadequate IT strategy and 
policy, and from inadequate use of the information technology. 

Evaluation Factors 

Supervisors should consider the following evaluation factors in making risk assessments. 
These evaluation factors are recommended criteria and may be expanded by supervisors, if necessary. They are an overview of issues that can assist the supervisor in making decisions within the RAS. The actual data of the ongoing risk assessment and control system existing at the bank are to make sure that management makes adequate and effective decisions and are considered by supervisors when assessing the bank's risk. 

• The existence of an adequate, effective and communicated internal regulatory framework (policies, procedures, etc.) for IT risk management approved by the 
Supervisory Council (or its committee) and/or the Board of Managers and appropriate 
compliance practices in order to avoid IT risk. 

• Daily turnovers of balance sheet and off-balance sheet transactions conducted with the help of information systems relative to the bank's capital. 

• The number of transactions relative to the information system's capacity. 

• The complexity (for example, compatibility of system components, network branching, possibility of system support with in-house resources) of hardware and 
software systems and stability (current and projected) of these systems. 

• The potential for significant financial loss due to: 
o Inadequacy of existing information systems. 
o Impossibility of timely identification of human error or fraud. 
o Impossibility of timely restoration of information systems after operational 

disruption. 

• The adequacy of controls over outsourced software and its maintenance and other 
services. 

• Adequacy of IT strategy. IT strategy should address current and foreseen business requirements, and take into consideration hardware, telecommunications, software, 
data and network structure, and data integrity. 

• A process exists for: 
o IdentifYing information needs to manage the corporation efficiently. 
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o Defining the systems architecture for transaction processing and for delivering 
products and services. 

o Assuring the reliability and retention of information (e.g., data creation, 
processing, storage, and delivery). This includes business continuity 
planning. 

o Providing the timely production and use of management information. 
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QUality of IT Risk Management 

Review of those factors should allow supervisors to assess the Quality of IT Risk Management as: 

StrOIl2 Satisfactory Weak Management and responsible Management and responsible Management and responsible officials fully understand all officials reasonably understand the officials do not understand, or aspects of IT risk. The bank has key aspects of IT risk. :rIte bank has have chosen to ignore, key comprehensive IT policies. generally adequate IT policies. aspects of IT risk. The bank has 
no IT policies or they are 
inadequate. 

IT strategy appropriately covers IT strategy may possess some The IT strategy is not or poorly hardware, telecommunications, deficiencies in covering hardware, defined or strongly deficient software, data and network telecommunications, software, data 
structure and data integrity. and network structure, and data 

in~grity. 
The IT strategy and policy are The IT strategy and policy are The IT strategy and policy are fully complied with and generally complied with and not complied with and/or not supported by adequate resources. supported by generally adequate supported by appropriate 

resources. resources. 
The number of transactions and The number of transactions and The level of transaction technological complexity of their technological complexity of their processing and state of systems processing is low and well processing expose the bank to a have major deficiencies, which supported by the state of systems degree of risk. may expose the bank to development. significant damage to reputation 

or loss of earnings or capital. The institution has a history of Possible losses to reputation, The institution may have a sound operations. earnings or capital exist, but are history of transaction processing 
mitigated by adequate internal failures (significant in number 
controls and/or ces) Full restorability of information Adequate restorability of Information and information and information processing after information and information processing often take a lot of operational disruption. processing after operational time to restore after operational 
disruption. disruption. 

Sound user authorizations to Instances of unauthorized change static data and read accesses. confidential data. Hardly any 
unauthorized accesses. 
Systems, internal controls, audit Adequate information systems, Serious weaknesses exist in and contingency plans are sound. audit coverage, and contingency operating and information 

plans are evident systems, internal controls, 
internal and external audit 
coveralle, or contingency plans. Management identifies Management identifies and Management has not weaknesses quickly and takes measures the most significant IT demonstrated a commitment to appropriate action. risks and takes appropriate action. make the corrections required to 
improve transaction processing 
and IT risk controls. 
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Information Technology (IT) Risk 

IT risk is the current or prospective risk to earnings and capital arising from inadequate 

information technology and processing in terms of manageability, exclusivity, integrity, 

controllability, and continuity. Further, IT risk arises from an inadequate IT strategy and 

policy, and from inadequate use of the information technology. 

Summary Conclusions: 

Aggregate IT risk is: 

[J Low [J Moderate [J High 

The direction is expected to be: 

[J Decreasing I [J Stable [J Increasing 
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Comprehensive Program for the Development of the 
Banking System of Ukraine for the years 2003-2005 

Preamble 

1 

International experience has convincingly demonstrated that economic growth and ensuring of 
effective conditions for the development of t he private s ector and improvement of t he social 
protection and welfare of the population are conditional upon the effective development of the 
banking system as a key element of a market economy. 

The building of the banking sector bears a comprehensive and systemic nature and requires the 
coordination of the efforts of all the participants of the process - the banks, the NBU, and 
legislative and executive government authorities. 

The NBU is coming up with an initiative of transition to qualitatively new and more targeted 
approaches to the building of the kind of banking system, which would stimulate the 
development of the economy, have public confidence and be competitive in external markets. 

The first priorities should be to ensure systemic stability, to mitigate the vulnerability of the 
banking system to external and internal factors of destabilization, and to increase the quality and 
effectiveness of its activity. 

The development of the banking system should be aimed at increasing the volumes of services to 
businesses and individuals in all the regions of the country. Loans should become affordable and 
attractive. Banking services should become diversifi.ed in type and terms and conditions. The 
banks should become active participants in the development of the· financial and insurance 
markets. 

Banking activity should be based on the principles of openness, transparency, equality and 
impartiality, adherence to business ethics, and responsibility to the client, the public and the 
state. 

The state should profess the usage of market mechanisms of influence on the entities of the 
banking sector, including the application of modern prudential supervision standards. All 
effectively operating banks regardless of their size should. have !',qual chances of becoming 
market participants and finding their niche and their client Government-owned banks should 
also be gradually reoriented at market principles of operation. 

It is this vision of the development and building of the banking sector, which can be achieved by 
meeting the stated goals and implementing a consistent and comprehensive government action 
program, that the Comprehensive Program for the Development of the Banking Sector of 
Ukraine for the Years 2003 - 2005 (hereinafter - the Comprehensive Program) is built upon. 

The Comprehensive Program defines key goals and priorities of the further building of the 
banking system, ways and directions 0 f their implementation, sufficient preconditions for the 
successful fulfillment by the banking system of the tasks facing it at the current stage of 
development of the economy of Ukraine. 

, 
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SECTION 1. CURRENT CONDITION OF THE BANKING SYSTEMAND PROBLEMS OF 
ITS DEVEWPMENT 

Over the last years in Ukraine there have been achieved certain elements of stabilization of the banking system with the preservation of its market orientation and ability to play an important role in strengthening stabilization processes and making structural ttansfonnations in the economy on the whole. This has been promoted by economic growth and financial stabilization. 

The stimulating factors of development of the banking system have also included the creation of modem banking law oriented at EU law and current international practices; conversion of the banking system to an accounting system based on International Financial Reporting Standards; 'introduction of a household deposit insurance system; creation of a national payment system based on advanced computer technology; and creation and constant improvement of a bank supervision function. . 

Over the period of2000 - 2002 the capital of the banking system has grown by 23 times up from UAR 4.5 billion to UAR 10.1 billion. Over this period, funds due to businesses have grown by 2.5 times and reached UAR 20 billion. Funds due to individuals in the banking system have increased by 4.4 times up from UAR 43 billion to UAR 19.1 billion. Loans to businesses over the same period have grown by 3.4 times, including long-term by 4.5 times. 

In the meantime, the banking system of Ukraine has certain deficiencies. 

Most problems affecting the development of the banking system lie outside the stratom of the banking system. Among them it is necessary to single out first of all the following: 
• Slow pace of market transformation and restructuring of the real sector of the ecOnomy; • Manifestations of administrative influence on the part of government authorities on the activity of individual banks, refusals to meet their obligations to banks, forcing banks to perform operations being alien and financiaIly unjustified to them; 
• Weak and insufficiently transparent financial condition of a significant number of businesses, and low payment discipline; 
• Excessive tax pressure and existence of numerous tax privileges; 
• Weak development ofland and real estate market infrastructure, and legislative 

restrictions on operations in this market; 
• Weakness oflejr.U protection of creditor rightS, including senons deficiencies in 

enforcement . 
In addition, the development of the banking system of Ukraine is'restrained because of problems inherent in the baDkmg system itself, Among them are: . 

• Inadequate capitalization level of the banking system; 
• Absence in most banks of effective mechanisms andtoo!s for risk management, planning, and development strategies; 
• Low return on bank assets because of generally low asset quality, the high proportion of nonearning assets in the total assets of the banks, and the unjustifiedly high cost of business; . 
• Low level of bank management and corporate governance; 
• Inadequate effectiveness of bank supervision, in particular, in the area of risk-based supervision, 

The building of the banking system has to be an integral part of the common efforts of the legislative, the executive, the judicial, and the NBU in the area of strengthening the economy of the state. The development of the banking system and the fulfillment by it of the objectives and priority tasks assigned are conditional upon: 
• Ensuring the sustainable development of the economy of the state; 

0, 
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• Removing disproportions in the structure and pace of development of the economy of 

Ukraine and its banking system; 
• Implementing an effective macroeconomic policy, which envisages: 

- balanced budget policy based on the timely drafting and approval of real budgets 

of all levels and their strict· fulfillment; 

3 

- prudent fiscal policy aimed at reducing tax pressure and addressing the practice of 

tax privileges; 
- monetary-credit policy adequate to the general economic situation. 

• Coordinating the actions of government authorities with regard to the banking system; 

• Developing legislation in a comprehensive and systemic manner in order to address 

collisions and loopholes and to improve enforcement practices; 

• Developing financial markets; 
• The payment system operating in a continuous and effective way. 

The key monetary precondition for achieving the goals of further development of the banking 

system is the stability of the hryvnia. Given this, monetary-credit policy in Ukraine will be 

implemented first of all taking into account the need to maintain the stability of the national 

currency and to improve the resistance of the monetary-credit system to possible internal and 

external destabilizing factors. 

A gradual liberalization of the current system of foreign exchange regnlation will be done taking 

into account the situation in the domestic and foreign financial markets to create conditions for 

expanding the range of operations of banks and their customers in the foreign exchange market 

and will be viewed by the NBU not only as a means of improvement of the mechanisms and 

procedures of foreign exchange rate policy, but also in the context of actions on the formation of 

a more sophisticated transmission mechanism of monetary-credit policy. 

The NBU's liberalization actions in the foreign exchange segment of the money-credit market 

will be accompanied with measures to increase the effectiveness of the discount rate and other 

instruments of monetary -credit policy, which have a significant influence on economic 

processes. The discount rate will be established by the NBU at a level being positive in relation 

to inflation. 

Given the high level of opeuness of the economy of Ukraine and its vulnerability to various 

internal and external shocks, which makes it more difficnlt to accurately predict the 

consequences of application of particular actions, the NBU will take any actions on monetary 

stimulation of the development of the banking sector in a gradual, predictable and transparent 

manner for financial market participants. 

SECTION 2. MAJOR GOALS AND PRIORITY TASKS OF DEVELOPMENT OF THE 

BANKlNGSYSTEM 

Sustainable development of the banking sector is highly topical from a standpoint of 

development prospects of the state's economy. 

Favorable macroeconomic dynamics and the NBU's monetary, foreign exchange rate and 

regnlatory policies have created necessary conditions for the growth of capital, assets, and funds 

attracted by banks, and strengthening of the financial condition of bank institutions. This has 

contributed to the strengthening of the market orientation of the banking sector and its gradual 

approximation to the best international banking practices. 
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However, cutrentlythe participation of the banking system in the development of the state's economy is limited and insufficient. Given this, the major goals of further development of the banking system of Ukraine are: 

• To strengthen the banking system ofUkIaine, increase its resistance to crises; 
• To strengthen confidence in the banking system on the part of depositors and investors; 
• To make banks more active in attracting funds and transforming them into loans to the real sector of the economy; 

4 

• To deepen the integration of the banking system of Ukraine into the global financial environment. 

In order to achieve the stated goals in the period of2003-2005, the following priority tasks need to be fulfilled: 

• To increase the capitalization level of banks; 
• To improve the quality of corporate govemance at banks; 
• To improve risk management and intemaI control systems; 
• To improve the practices of regulation and supervision of banking activity; 
• To ensure the transparency of operation of the banking system; 
• To legally ensure the protection of the rights of creditors, depositors and borrowers; 
• To expand the range and increase the volume of products and services in the banking and financial markets; 
• To prevent and counteract the legalization offunds obtained in a criminal way and the financing of terrorism; 
• To continue the work on the adaptation of the banking law of Ukraine to EU law and the recommendations of the Basel Committee on Banking Supervision and other 

intemational organizations. 

SECTION 3. PRINCIPLES AND AREAS OF INTERACTION OF GOVERNMENT AUTHORITIES WITH THE BANKING SYSTEM 

Government policy in respect of the banking system of the country is based on the rule ofIaw, the preservation and strengthening of market principles of banks' operation, and the usage of mostly indirect methods of influence on the processes going on in the banking sector. 

Influence of the state on the banking sector is made by forming an appropriate legislative and regulatory framework tor the operation of banks and the financial services market and for the realization of control over compliance with effective requirements. 

The state is present in the capital of some banks and participates in their management. 

In order to maintain a competitive environment in the financial sector, there has been designed a legal framework for the creation and operation of nonhank financial institutions and there has been created a State Commission on the Regulation of Financial Services Markets, which is to regulate the activity of such institutions. 

In the meantime, the absence of a systemic and comprehensive approach to the development and adoption oflegislative acts has led to collisions and loopholes in the current legislation and numerous errors in enforcement, which has a negative influence on the development of the banking system. 
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The further development of the banking system of Ukraine is based upon thefollowing 
principles and areas of interaction of government authorities with the banking system:' 

3 .I.Ensuring on the part of government authorities of: 
- Strict adherence by central and local government authorities to the requirements 

oflegislation on nonintervention in the activity of banks; 
- Creation of equal conditions of operation for all banks; 
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3.2.Improving the legal framework for economic activity by drafting new and making 
amendments and supplements to effective laws and regulations (according to Attachment 
2); 

3.3.Improving the system of taxation of banks and bank operations, in particular: 
- Optimizing the tax law with regard to expenses on formation of reserves for 

active operations by banks and the procedure for charging-off debt through such 
reserves; 

- Barring the introduction of a tax on personal income from deposits and 
certificates of deposit; 

- Addressing the issue of taxation of accrued income of banks on a cash basis and 
of transition towards the determination of a tax assessment basis using deferred 
tax procedures; 

- Taking measures to bili banks from being assigned fiscal functions. 
3.4.Ensuring the transparent operation of business entities, first of all, by means of a fuller 

application of Inte1'lUltionallFinanciai Reporting Standards and International Standards on 
Auditing. 

3.5.Repaying to banks problem debts guar'dllteed by the government. 
3.6.Repaying the debts of budgets of all levels to business entities and on social payments. 
3.7.Taking measures aimed at improving the creditworthiness of business entities, to which 

end: 
- To legislatively increase the requirements to the level of corporate governance of 

business entities; , 
- To increase the requirements to the accuracy of financial statements and their 

compiling in compliance with International Financial Reporting Standards. 
3.8.Reducing the list of entities, which are not subject to privatization, which will make it 

possible to use their property as collateral. 
3.9.Introducing a mechanism of declaring liquid produce of agriculture with using it as 

collateral in lending (warehouse certificates, etc.). 
3.10. Creating conditions for the development of nonbank f'a1ancial institutions: 

- Creating institutional and legislative frameworks and strengthening the 
mechanisms oflegal regulation and supervision of credit unions, insurance 
organizations, pension funds, and other nonbank financial institutions; 

- Ensuring the independence and effectiveness of operation of the State 
Commission on the Regulation ofFinanciai Services Markets. 

3.11. Enhancing the role of tile Household Deposit Insurance Fund, including: 
- Ensuring the equality of terrlls and conditions for compeusation of funds to 

depositors of all the banks participating in the Fund; 
- Accelerating reserves accumulation by the Fund; 
- Strengthening the participation of the state in the formation of the Fund's funds; 
- Increasing the amountof guaranteed compensation on a step-by-step basis. 

3.12. Gradually introducing a mechanism of compensation of funds to depositors of the 
State Savings Bank of Ukraine. 

3.13. Determining priority areas of social-economic activity, which need credit support 
and government mechanisms of their stimulation. 

3.14. Promoting the stable operation of government-owned banks: 
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- Ensuring the financial capacity and increasing the capitalization of government­
owned banks; 

- Addressing at the legislative level the issue of proper corporate governance of 
govemment-owned banks by the Cabinet of Ministers of Ukraine. 
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3.1S. Introducing a procedure for selecting banks to service government programs only through public tenders with the determination and publication of requirements to 
applying banks; 

3.16. Introducing effective rules and procedures for counteracting the legalization of funds obtained in a criminal way and the financing of terrorism: 
- Drafting implementing regulations aimed at fulfilling the provisions of anti­

money laundering legislation; 
- Designing and introducing at banks of internal programs for counteracting the 

legalization of money obtained in a criminal way, which would include the 
designing ofintemal control procedures (financial monitoring) and organization 
of personnel training programs; 

- Holding appropriate educational and informational events among the population 
and business entities. 

3.17. Creating a national register of titles to real estate and a land cadastre. 
3.18. Creating conditioll$ to revitalize the activity of the stock and insurance markets, in particular: 

- Improving the legislation detennining the conditions of their operation; 
- Further developing the government securities market; 
- Ensuring a transparent system of operation of exchanges; 
- Unrolling an effective system of supervision over insurance activity; 
- Further developing the National Depositary System, creating a single securities depositary (except for government securities) and introducing a mechanism of 

execution of securities contracts according to the "delivery against payment" principle, including using guaranteed settlements. 
3.19. Creating conditions to bar monopolism in the market of armed security services for bank institutions. 

SECTION 4. IMPROVING THE STRUCTURE OF THE BANKING SECTOR 

Structure of the banking system of Ukraine and universaI functional capacities ofbanks defined by current legislation meet basic needs· of economy and provide for the favorable environment for the banking system development Specialization Qfbanking institutions in certain types of activities, geographical regions, operations or services is feasible within .the framewoIk of universal status of banks. Strategies selected by banks - specialization or universality, search for the most suitable organizational and legal form of o~ and management are defined by basic market driving forces - demand and supply ofbanking products and services and capital flow in the search of the best investment alternatives. State regulation of these processes happens ouly indirectly and market methods are applied. 
.. 

At the same time, there exist certain disproportions in development pace between the financial sector and the real sector of the national economy. Large enterprises that are of strategic importance for Ukraine need sizable banking products and services that can only be provided by large banks the number of which is not sufficient in Ukraine. In addition, an important segment of the national economy is small and medium-sized businesses that are not viewed by large banks as attractive customers and that have to go for products and services to smaller hanks, which caunot always fully meet their needs. 

Optimization of the structure of the banking system may be achieved by: 
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4.1.Setting up conditions and facilitating the organization and functioning of a viable system 
of universal and specialized banks; 

4.2.Introducing an effective system of management and operation of government-owned 
banks; 

4.3.Consolidating the banking sector through processes of reorganization of banks and 
establishment of banking groups; 

4.4.Creating preconditions fur the opening of branches offoreign banks with the introduction 
of an appropriate system oflicensing of their activity; 

4.5.Ensuring a hannonious co-existence oflarge banks with small and medium-sized banks 
on the basis of equality of requirements as to their compliance with prudential 
supervision standards, as well as of banks and nonbank financial institutions; 

4.6.Creating a Ukrainian Bank for Promoting Development. 
4.7.Preventing the banking system from being used to perform illegal and doubtful 

operations, including fraud, legalization of funds received in a criminal way, and 
financing of terrorism. 

SECTION 5. IMPROVING THE SOUNDNESS OF THE BANKING SYSTEM AND 
ENSURING THE TRANSPARENCY OF ITS OPERATION 

As of the beginning of2003, in Ukraine there are observed no significant risks, which may lead 
to a systemic banking crisis. Given the importance of further maintenance of stability, the NBU 
exerts close surveillance over banks, where a large proportion of the assets, liabilities and capital 
of the banking system is concentrated. 

The stability of the banking system largely depends on the level and quality, of management of 
risks inherent in banking, with credit risk being the most important of them, in particular, risk of 
insider operations. Currently, the sensitivity of banks to other risks -liquidity, interest rate, FX­
is rather low, which, even given t he imperfection 0 f practices 0 ftheir management, does not 
pose a significant threat to the soundness of the banking system. 

On the other hand, the soundness of the banking system and confidence in it are closely related 
to its transparency. Ukrainian banks are legally obliged to disclose their annual financial 
statements and annual consolidated financial statements with an external auditor's opinions, as 
well as their interim financial statements. However, the disclosure 'ofinformation on risks in 
banking operations in the official reports of banks, even though it generally complies with 
International Financial Reporting Standards, is insufficient for a complete assessment of the 
soundness and viability of the institution, as well as the effectiveness of its risk management. 

In addition to disclosure problems, the banking system also faces other equally important issues, 
which impede strengthening its soundness. The most important of these is inadequate 
capitalization, a low quality of assets and deficiencies in their Classification by risk of non­
repayment, unreasonably high level of banking expenses; impeifect'resource base structure 
where expensive attracted funds dominate. " , " ' 

In order to strengthen the soundness of the banking system and ensure its transparency, the 
following needs to be done: 

S.I.Improve the quality of corporate govemance and internal audit at banks by: 
Strengthening the requirements to the qualifications and business reputation of the members 
of the Supervisory Council of the bank; 

- Increasing the responsibility of the owners of the bank for its activities; 
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- Broadening the functions of the Supervisory Council with regard to the determination of the 
bank's development and operating strategy, its organizational structure, comprehensive risk 
management system, risk limits, approval ofintemal policies, etc.; 

- Raising the status and role of intemal audit and risk management functions; 
Improving the procedure for reviewing the business reputation, education and WOIt 

experience of the managers of the bank and its structural units, when they are appointed to 
their positions and in the process of their work. 

5.2.To strengthen the role and quality of external audit based on the implementation of 
International Standards on Auditing and to toughen requirements to audit firms. 

5.3.Take actions aimed avoiding cOnflicts of corporate interests. 
5.4.Implementation in banks of efficient risk management systems, including: 

procedures for identification, monitoring and control of banking risks, in particular, 
operational, interest rate and market risks; 

- models for measuring risks; 
- contingency planning; 

work aimed at training qualified experts in the risk management area. 
5.5. Ensure transparency in banks' activities by means of: 
- Strengthening requirements to the cOntent and format of pUblications of annual and interim 

financial reports, including to their re-publication of reports where rnaterial deficiencies were 
disclosed. Banks must publish profound and detailed information on their financial condition, 
owners, management structure, major investments and volumes of reserves, sources of 
income, risks taken by the bank and the quality of their management; 

. - Strengthening responsibility of bank management for accuracy and timeliness of reports, as 
well as accuracy of commercials; 

- Continuing the work on the implementation of International Financial Reporting Standards, 
including those concerning l'C('oOgnition of financial instruments, and International Standards 
on Auditing; 

- Implementing Basle Committee requirements to the disclosure of quantitative and qualitative 
information on the condition and performance of banks; 

- Educating on approaches to the interpretation of financial reports; 
- Expansion of the network of rating agencies as independent experts in risk assessment 
5.6. To increase the level of capitalization of banks by means of:· 
- Ensuring an inflow of capital to the banking system; 
- Improving assets quality, more active problem debt collection efforts; 
- Profitability growth, including through the growth in the range of risk free commission 

operations; 
- More optimum. structure of expenst>-s, . in particular, more reasonable approach to operating 

and administrativc costs; 
- Strengthening NBU control over bank's compliance with capital adequacy requirements. 
5.7. Increase responsibility for illegal disclosure of banking secrecy. 
5.8.Address at the legislative level the protection of the rights of creditors by means of: 
- Creation and maintenance of a register of titles to real estate as tied the land plot; 
- Establishment of priorif'J title of the first creditor to the property pledged by means of the 

registration of property liens; 
- Establishment of credit history bureaus in order to accumulate and exchange information on 

the creditworthiness of bank borrowers; 
- Simplification of formal collateral procedures and the sale of collateral; 
- Determining various conditions and ways of the sale ofcollaterai; 
- Sale of collateral, when the borrower is bankrupt, before other creditor claims; 
- Restrictions on the use by the debtor in hislher benefit of the moratorium on meeting 

legitimate claims of creditors. 
5.9. Address at the legislative level the protection of depositors' rights, including: 
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- improving the bank liquidation procedure; 
- improving the system of individual deposits insurance. 
5.10. Make sure that banks, whose activity threatens the interests of depositors or creditors, exit 

the market on a timely basis; 
5.11. Enhance the professional level of management and key OWllers of banks. 
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SECTION 6. INCREASING VOLUMES AND EXPANDING THE SPECTRUM OF 
BANKING PRODUCTS AND SERVICES FOR THE REAL SECTOR OF ECONOMY AND 
POPULATION 

During the period of the development of the banking system of Ukraine, banking products and 
services for legal entities and individuals typiCal for market economy were developed and 
launched. 
The majority of them, volume and mix-wise, are credit products. As of2002 year end, the share 
of interest income of banks from loans to legal entities and individuals was over 6()O/o of the total 
amount of banking income. 
At the same time, the spectrum and volumes of credit services are rather limited - mostly this is 
direct short-term lending - whereas current business conditions require new forms and methods 
of credit support. 
Over the last years the trend of expanding the spectrum and increasing vohnnes of transactions 
that form the resource base of banks is observed. This translates into the development of new, 
more flexible from the point of view of satistying customer needs, deposit products. 

Recently banks started to focus on expanding the list of transactions that generate fee income. 

In spite of large volumes of lending, the needs of economy in credit support still remain mostly 
unsatisfied. To a large extent this is due to high level of interest rates. The problem of the high 
price ofloans is caused by the following factors: 

• Interest rates have to cover risk of bad loans, including loans taken by other borrowers; 
• Inefficient cost structure of banks, when interest income does not only compensate for 

interest expense, but also is almost the only source of covering administrative expenses; 
• Inefficient practices of credit risk management, the absence of credit risk mitigation tools 

in particular; 
• Insufficient competition in the banking services market and high costs of attracted funds. 

Inadequate satisfaction of needs of economy shows itself in the short list of credit services 
mix for different groups of clients. 

Currently it is very important for banks to be able to consistently follow a new direction of 
expansion of services range, improvement of their quality that includes introdnction of 
advanced banking technologies. 

In order to expand the range and volumes of credit products and services and to stir up bank 
lending to the real sector of economy and to population, it is necessary to: 

6.1. To expand the forms oflending to SMEs by: 
- Creating conditions for the co-existence ofiarge, small and medium-sized banks that 

would satisfy the credit needs of SMEs; 
Strengthening the role of nonbank financial institutions in supporting SMEs. 

6.2.Expand the sphere of application of mortgage lending by: 
- Improving laws and regulations related to the implementation of this type 

oflending and efficient functioning ofprimary and secondary ~ets of 
mortgage financing; 

- Developing and introducing a universal mechanism of mobilization of 
long-term non-budget financial resources for the market of mortgage loans 
(market of collateralized and emission mortgage securities); 

- Creating an infrastructure that provides for efficient interaction among all 
participants of the mortgage loans market; 
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- Ensuring (at the legislative level) real possibilities of taking possession of 
collateral by the creditor and sale of pledged property, setting up 
conditions for shortening the procedures used at courts for considering 
cases related to taking possession of pledged property; 

- Ensuring a reliable system ofland registration, developing a state land 
cadastre and a register of real estate. 

6.3.More actively use syndicated lending and, to this end, improve existing laws and regulations 
that regulate syndicated lending. 

6.4.Expand the spectrum and territorial coverage of credit services for individuals, including: 
- Lending to young people for buying housing and financing education; 
- Consumer lending. 

6.5.Use leasing schemes oflending more actively, in particular, to support enterprises of 
agricultoral and service sector; 

6.6. Develop a system of disclosure of information on how borrowers meet their obligations to 
banks and, to this end, provide for: 

- Developing a system of independent rating agencies; 
Developing credit bureaus. 

In order to keep trends of increasing volumes and spectrwn of passive bank operations, it is 
necessary to: 
6.7. More fully use international experience of application of aocumulative investment schemes, 

including: 
- Pension accounts; 
- Accounts to pay for education; 
- Account~ to purchase housing; 

Other schemes. 
6.8. Increase the role of banks in performing fiduciary transactions, in particular, in managing 
mutual funds. 

In order to decrease dependence of bank revenues on risky operations, fee-generating operations 
should be more actively developed and used, including: 
6.9.Disseminating successful experience of salary and pension projects based on the National 

System of Mass Electronic Payments (NSMEP) and international payment cards; 
6.10. Expanding the list of cash and settlement transactions, in particular, for the population, in 

trade and services industries; 
6.11. Increasing volumes of other fee-generating banking services, in particular, financial 

consulting, collection and transfer of valuables, securities underwriting, etc. 

Widening the spectrum and increasing volumes of banking products and services is not feasible 
without appropriate technological development of banking operations, development and 
implementation of highly technological financial instruments using the Internet, and creation of 
supermarkets of financial Internet services. For the purpose of dynamic development of the 
domestic financial services market, banks should create Internet banking systems and integrate 
them into the effective payment systems, as well as promote the introduction of other systems of 
distance customer servicing (telebanking, mobile banking, etc.). This envisages the creation of 
appropriate information protection systems in providing services in banking and financial 
markets in order to prevent the possibility of making fraudulent actions with banking electronic 
documents. 
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SECTION 7. ENHANCEMENT OF THE EFFICIENCY OF BANKING SUPERJ11SION 
AND REGULATION 

The main objective of banking supervision in Ukraine is ensuring soundness and stability of the 
banking system, protection of interests of depositors and creditors. During recent years a 
significant progress has been achieved in Ukraine in improving banking supervision and 
regulation and bringing it closer to intemational standards and practices. 

In the beginning of 2001 the Law On Banks and Banking was enacted, which includes a number 
of new principles of legal regulation of banking operations, based on intemational standards of 
banking and banking supervision. 

Under the requirement of this law as well as taking into consideration Basle Principles and the 
EU Directives, the NBU has developed and is implementing a series of regulations which are a 
methodological base for the regulation of banks' activities. 

The NBU collaborates with intemational organizations in the area of control of the fulfillment of 
programs related to the reforms in the banking sector. 

The joint mission of the WB and IMF on the assessment of the financial sector in May 2002 
stated that there were positive results in the area of banking supervision and regulation. 

At the same time, there are a number of deficiencies observed in the area ofbanking supervision, 
which have a negative effect on its efficiency and pose an obstacle to a fuller compliance with 
the Basle Principles. 

Given the above, the current tasks in the area of bank supervision are: 
1.1. Raising the role and quality of work of Bank Supervision; 
1.2. Implementation of risk-based supervision by means of: 
- Strengthening control of the processes of implementation of risk management systems on the 

part of supervision; 
- Pursuing supervision that consists of the identification of risks, their measuring, assessments 

of risk management systems in banks and the development of supervisoty strategies on banks 
based on the quantity of risks and their assessment; 

- Developing methodological recommendations on the identification and assessment of risks 
of banking activity and on the introduction ofmecbanisms of their management and hedging. 

1.3. Implementation of consolidated supervision which includes: 
- Introducing mechanisms of obtaining information on the full composition of the participants 

of the consolidated group; 
- Assessing the impact of each group member on the soundness of the bank's work; 
- Assessing the general soundness of the consolidated group. 
1.4. Improving the bank supervision system with an orientation, first of all, at preventive 

controls over banking activity and early warning; 
1.5. Improving the effectiveness of application of enforcement actions to banks for violations of 

banking legislation; . 
1.6. Strengthening control over operations with related parties; 
1.1. Strengthening control of significant owners and changes in ownership, for which it is 

necess8ty to: 
- Enhance the verification of sources of funds used to acquire the shares of a bank in order to 

identify its real owners; 
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- give the NBU authority to refuse to issue permission to acquire or increase an essential 
participation in a bank, to refuse to register a bank, as well as changes to bylaws, when it is 
impossible to identify real owners, founders and shareholders of the bank, i.e. there is a lack 
of a transparent ownership structure. 

7.8. Optimizing the procedure for registering bank branches by : 
- Simplifying the procedure for registering branches; 
- Strengthening control over the provision by banks of timely information on the opening of 

branches. 
7.9. Simplifying the procedures for licensing banking operations while simultaneously 

toughening the requirements as to availability of appropriate conditions for performing 
particular operations. ' 

7.10. Expanding and more clearly defining the list of reasons for the revocation of a banking 
license and application of other enforcement actions. 

7.11.Strengthening control over the fulfillment by banks of recommendations and demands of 
supervisors. 

7.12. Exercising proper control over availability in banks of policies, practices and procedures on 
the counteraction of banking fraud, money laundering, and financing of terrorism. To this 
end, it is necessary to: 

- establish legal requirements to banks concerning the mandatory development and 
implementation of rules and procedures to prevent fraud, usage of the banking system for 
money laundering, and financing of terrorism; 

- implement "know your client" procedures; 
- taking into consideration changes in law, improve the procedures of examination and control 

of actions taken by subjects of primary financial monitoring to prevent money laundering. 
7. 13.Maintainingby regulatory bodies ofregular relations with management ofbanks, whose 

frequency should depend on the extent of risk and existence of problems at the bank. 
7.14. Strengthening the legal protection of banking supervisors in order to ensure their legitimate 

and safe work and independence in decision-making. 
7. 1 5.Improving the information and analytical base of banking supervision in line with the needs 

for efficient supervision and regulation of banks' activity, which includes the following 
steps: 

- Revising the number of reporting forms, contents of information, dates and frequency of their 
submission, in 0 rder to get high quality and accurate information, which reflects the true 
financial condition of the bank; 

- Improving the methods of evaluation of the financial condition of banks; 
- Improving the early warning system. 
7.16.Improving the procedures of appointment and conducting of provisional administration of a 

bank. 
7.l7.Improving the procedures of bank reorganization and liquidation: 
- Implementing regulations ruling the procedures of reorganization of banks performed based 

on a decision of the bank's general shareholders' meeting; 
- Developing procedures of supervision of banks under reorganization and liquidation; 
- Introducing legal responsibility of executives of banks under liquidation for the transfer of 

property and documentation of this bank, as well as responsibility of the managers of 
liquidation commissions for delays in the performance of bank liquidation procedures. 

7.l8.Ensuring proper interaction of the bank supervision function and external auditors of banks; 
7.l9.Interaction with banking associations, government regulatory agencies, in particular: 
- Cooperation with banking associations in the area of development and implementation of a 

regulatory framework for banks' activity and other issues; 
- Cooperation with the State Commission on the Regulation of the Financial Services Market, 

the Antimonopoly Committee, the Department of Financial Monitoring, the Securities and 
Exchange Commission, the State Tax Administration, and other govermnent authorities. 
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7.20.Collaboration with international organizations and the central banks of other countries in 
the banking supervision area: 

- making bilateral agreements with the central banks of other counties on cooperation in the 
banking supervision area in order to perform cross-border supervision; 

- further developing collaboration in the banking supervision area with international financial 
organizations, the Basle Committee, Group of Banking Supervision of Central and Eastern 
Europe, etc. 

7 .21.Jmproving programs of training and enhancement of qualifications of banking supervisors 
with the participation of highly qualified Ukrainian and foreign trainers and practical 
experts. 
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SECTION 8. INTEGRATION OF THE BANKING SYSTEM INTO THE INTERNATIONAL 
FINANCIAL ENVIRONMENT 

The banking system of Ukraine is an open type system. In Ukraine equal conditions have been 
created for the registration and functioning of domestic banks and banks with foreign capital, 
including the procedures for permitting banking operations and their taxation. Data on the 
development of the national economy and banking system are published in the IMF statistical 
journal "International Financial Statistics". Legal restrictions on the maximal level of foreign 
capital participation in the Ukrainian banking system, which existed in the first years of its 
development, have been cancelled. Banks have the legal right to enter the international financial 
environment, including by means of opening branches abroad. 

The main forms of integration are: 
• Presence of foreign capital in the Ukrainian banking system; 
• Presence of Ukrainian banks on the territory of other countries by creating branches, 

subsidiary banks, and representative offices; 
• Opening and maintaining direct correspondent accounts between Ukrainian and foreign 

banks to support foreign economic activities of business entities and to perform their own 
functions; 

• Membership of Ukrainian banks in international banking organizations and international 
payment systems; 

• Cooperation at the level of the NBU and the central banks of other countries and 
international financial organizations. 

In the meantime, the adaptation of Ukrainian law to EU legislation needs to be continued. 

A deeper integration of the banking system of Ukraine into the global financial system is 
prevented by the inadequate level of the sovereign credit rating of the country, which keeps 
serious foreign investors away. 

On the background of globalization of international economic processes, the relatively low 
competitiveness of the Ukrainian banking system compared to the banking systems of other 
countries and international communities is a concern. 

An increasingly pressing problem in international financial market globalization is the fight 
against money laundering and financing of terrorism. The Ukrainian banking system may not 
stay away from these processes. Therefore, the problem of compliance with FATF and Basel 
Committee requirements as to customer identification and preventing banks from being used to 
undertake unfair financial practices is of special significance. 

In order to improve preconditions for the integration of the Ukrainian banking system into the 
global financial environment, it is necessary to: 
8.1. Continue the adaptation of Ukraine's legislative and regulatory framework to the 

requirements of EU legislation and the Basel Committee on Banking Supervision; 
8.2. Continue the work on the implementation of International Financial Reporting Standards 

and International Standards on Auditing in the practices of the activity of Ukrainian 
banks; 

8.3. Strictly follow the requirements of the IMF Special Data Dissemination Standard; 
8.4. Improve the methodology of compilation of monetary and banking statistics in 

accordance with international standards; 
8.5. Increase the volume and frequency of publication of data on the activities of the NBU and 

the Ukrainian banking system, enhance the quality of this information; 
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8.6. Introduce an effective system of prevention and counteraction of money 1aundering and 
financing 0 fterrorism and complete the implementation 0 f 40 FATF recommendations 
and Basle Committee "know your client" requirements; 

• Continue cooperation with the central banks and government authorities of other countries; 
• Continue and expand cooperation with international financial organizations. 

r 
\ 0;' 
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Attachment 1 

Actions to Implement the Comprehensive Program for the Development of the Banking 
System of Ukraine for the Years 2003-2005 

To Section 3. Principles and areas of interaction of government au.thorities with the banking system 

# Action Responsible authority Deadline 
3.l. Initiate the introduction of changes to the Law of Ukraine "On NBU 2003, December 

the NBU" to enable the NBU tc carry out a more flexible 
interest rate policy in regulating the liquidity of the banking 
system. 

3.2. Make changes to current regulations and develop new NBU Within 2003 -
regulations introducing additional instruments to support 2004 
banks' liquidity and to expand the range of deposit operations 
of the NBU. 

3.3. Promote the introduction of changes to the Law of Ukraine "On CMU,NBU By the adoption of 
banks and banking activity" to improve the pra('1ices of the Law 
corporate governance in government-owned banks 

3.4. Develop a concept and a program of government participation CMU 2003, December 
in the cl!Pi.ta1 of government-owned banks 

3.5. Determine priority areas of social-economic activity, which CMU 2003, June 
n.eed credit support . 

3.6. Determine government mechanisms of stimulation of the CMU 2003, December I 

priority ar~as of social-econ0m!~..E.0li.cy -- ~-

3.7. . 

Initiative the introduction of changes to the Budget Code of CMU,NBU Within 2003 -
Ukraine to reconcile the terms of development of forecasted 2004 
macroeconomic and mone~ indicators 

17 
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# 

3.8. 

3.9. 

3.10. 

3.11. 

3.12. 

Action 
Promote the adoption of the Tax Code of Ukraine, taking into 
account the NBU's position, to prevent banks from being 
assigned fiscal functions and to bar the introduction of a tax on 

I personal income from deposits and certificates of deposits 
Initiate the introduction of changes to the Law of Ukraine "On 
the taxation of profit of enterprises" pertaining to the inclusion 
in gross expenses of the full amount of banking expenses, 
which is directed to form reserves for active operations 
(lending operations, securities operations, accounts receivable, 
accrued income, and balances of correspondent accounts in 
other banks) .. . 
Initiate the introduction of changes to the Law of Ukraine "On 
the taxation·ofprofit of enterprises" tosiritplifythe procedure 
for chargirig-off debts on active operations through reserves 
Initiate the introduction of changes to the Law of Ukraine "On 
the taxation of profit of enterprises" to improve the procedure 
for taxing exchange rate differences in foreign exchange 
operations 
Ensure information exchange among government authorities on 
the issues of compliance by subjects of foreign economic 
activity with foreign exchange law and on the application 
(cancellation) to subjects offoreign economic activity of 
sanctions in accordance with Article 37 of the Law of Ukraine 
"On foreign economic activity", as well as on authorized banks, 
which may conduct settlements related to foreign economic 

.. _._ .... _ .. ~~ ope~ti()ns~ftheir clients_ ._ ... --o---~,----:-.--;;-

Responsible authority 
CMU,NBU 

NBU, Association of 
Ukrainian Banks 
(AUB) (with its 
consent) 

NBU, AUB (with its 
consent) 

NBU, AUB (with its 
consent) 

CMU, State Tax 
Administration of 
Ukraine, State 
Commission on the 
Regulation of 
Financial Services 
Markets, NBU 

Deadline 
By the adoption of 
the Code 

2003,June 

2003,June 

2003, June 

Within 2003 -
2005 

Within 2003 -3.13. The state Customs Service of Ukraine is to create a single CMU, NBU '----. __ . _. _._ •.. ___ -'--"==-z..;o.:.::..::::-___ --'-______ --' 
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# Action Responsible authority Deadline 
electronic infonnation base on movement of foreign exchange 2004 
valuables across the customs border of Ukraine 

3.14. Make changes to the NBU regulation to cancel the obligation of NBU 2003, December 
authorized banks to obtain special pennissions to bring into 
Ukraine banknotes of tbreign states and blank checks with 
keeping records of their importation 

3.15. Initiate the introduction of changes to the Law of Ukraine "On NBU 2003, December 
the NBU" pertaining to the procedure for distributing NBU 
profit and direction a portion of it to the Household Deposit 
Insurance Fund. 

3.16. Inform the population about the activity of the Household Household Deposit On an ongoing 
Deposit Insurance Fund, in particular, covel' in mass media and Insurance Fund, CMU basis 
separate infonnation campaigns the procedure for 
compensating for inaccessible deposits, the size of guaranteed 
compensation amounts, and the list of the banks participating in 
the Fund. 

3.17. Inventory the debt on the expenses of budgets of all levels of eMU 2003,June 
the state to specific business entities, including banks, and on 
social payments. Publish in central periodicals infonnation on 
the size of the debt, the government's specific obligations to 
. repay the debt, and the envisaged sources of repayment of these 
debts in the bu<!~ets of all levels within 1-2 years. 

3.18. Promote the acceleration of the review of the NBU's draft law NBU By the adoption of 
making changes to the Law of Ukraine "On the restructuring of the Law 
the debt obligations ofthe Cabinet of Ministers of Ukraine to 
the National Bank of Ukraine" for the Ministry of Finance to 
repllY its debt to the NBU and pertaining to the issues, which 
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# Action Responsible authority Deadline 

arose in connection with the financing of the deficit of the State 
Budget in 1992-1996. 

3.19. Improve the system for administering government debt CMU. On an ongoing 
basis 

3.20. Adopt a Program for the development of the market of CMU, SEC, NBD According to the 
medium- and long-term government debt obligations for the timeframes as 
years 2003 - 2005, which would envisage the introduction of envisaged in the 
an institution of agent banks and the support of liquidity in the program (2003-
secondary market of government securities. 2005) 

3.2l. Promote the adoption by the Verkhovna Ra:da of Ukraine of the CMU,NBD By the adoption of 
draft Law of Ukraine "On simple and double warehouse the Law 
certificates" 

3.22. Develop a mechanism for using warehouse cel:tificates as CMU Within three 
collateral in lending to agricultural producers months after the 

.' adoption of the 
Law 

3.23. Create an appropriate regulatory and legislative framework for State Commission on 2003, December 
the regulation and supervision of the activity of nonbank . the Regulation of 
financial institutions. Financial Services 

Markets ----------- .. - -_. _.-
3.24. Initiate the introduction of changes to. regulations to assign to State Commission on 2003, June 

nonbank financial institutions the responsibility of performing the Regulation of 
the functions of agents offoreign exchange control over the Financial Services 

- ------,-
operations' of their clients Markets, CMU 

3.25. Develop regulations needed for the registration of and issuance NBD 2003, June 
of permission to domestic nonbank payment systems to 
perform_Illolley traIt~f~_activity _ .. 
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# Action Responsible authority Deadline 

3.26. Improve and unify the methodology for calculating CMU 2003, December 
macroeconomic indicators on the performance of economic 
entities, in particular, profitability and work productivity 
indicators, and publishing them. 

3.27. Improve the methodology for calculating the consumer price CMU 2003, December 
index. 

3.28. Develop a methodology for calculating the base inflation rate. CMU 2003, December 
3.29. Gradually increase the guaranteed compensation amount. Deposit Insurance On a permanent 

Fund, CMU, NBU basis 
3.30. Complete the work on the automation of the process of Deposit Insurance 2003, December 

transferring data on individual deposits in case of bankruptcy of Fund 

f-::. banks and keeping the register o{depositors. 
3.31. Gradually introduce a mechanism of redemption offunds to CMU Within 2003 -

depositors the State Savings Bank of Ukraine. 2005 
3.32. Allocate funds in the State Budget of Ukraine to pay CMU Annually 

compensation for the depreciated savings of population in . 
accordance with the Law ofl.Jk.r-aine "On the government 
guarantees of restoration of the ·savings of citizens of Ukraine". 

3.33. Develop nbguliltions on the procedure for Ukrainian banks to NBU, CMU, AUB 2003, June 
provide nuormation on a financial transaction, which is. subject (with its consent) 
to financial monitoring or which is connected with, related to or 
indented for financing terrorist activity, terrorist acts or terrorist 
organizations, including the procedure for Ukrainian banks to 
register such financial transactions. 

3.34. Develop an NBU regulation on the procedure for the NBU to NBU,CMU 2003, December 
provide to the State Department of Financial Monitoring . 
(Financial Intelligence Unit) information on the performance of 

/jJ 
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# Action Responsible authority Deadline 

financial monitoring by it. 
3.35. Promote the development and implementation in the banks of NBU, AUB (with its 2003, December 

rules of internal financial monitoring and progra.1lS for its consent) 
performance in line with the law on the actions to counteract 
the legalization (laundering) of income obtained in a criminal 
way. 

3.36. Hold educational and informational events among the Financial Intelligence Within 2003 -
population and business entities on the fight against the Unit, State Committee 2005 
legalization of income obtained in a criminal way. on Information, NBU 

3.37. Determine a procedure for authorized banks to exercise NBU,CMU 2003, December 
control over the performance by residents and nonresidents, 
being under special sanctions imposed in accordance with 
Article 37 of the Law of Ukraine "On foreign economic 
activity", of foreign exchange operations through these banks. 

3.38. Promote the adoption of the draft Law of Ukraine "On CMU,NBU By the adoption of 
amending some legislative acts of Ukraine" to lift the the Law 

1----,-.-.. -- m~ratorium on force~ ~Ille ofero:Qerty. 
-~--. 

3.39. Promote the adoption of the draft Law of Ukraine "On NBU, AUB (with its By the adoption of 
amending some legislative acts of Ukraine" to protect the rights consent) the Law 
..<>f~~(l.<:l!!<>,rs_Vl!l_o_s~cll1i~ are backed by collateral. -_. __ ._-- ._-- -, ... ".'. 

3.40. Draft a Law of Ukraine "On credit history bureaus". . .. - .NBU,CMU 2003,June 
3.41. Promote the adoption of the. draft Law of Ukraine "On the CMU,NBU By the adoption of 

reo ... ---- . backing of creditor claims and registration of liens". the Law 
_n ____ 

-.~--. 

3.42. Promote the adoption of the draft Law of Ukraine "On the state CMU,NBU By the adoption of 
land cadastre". the Law 

- ----,-- -_ .. - .... ---,----
3.43. Redraft the draft Law of Ukraine "On derivative securities" to SEC, CMU, NBU 2003, June 

clearly define the con~.epts an4ill~Ipret.tlte tel1lls_r~!a.ted to the 

1// 
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# Action Responsible authority Deadline 
classification of relevant transactions as types of derivative 
securities. 
Adoption of new versions of the Regulation on depositary NBU June 2003 
activities of the NBN and of the Regulation on operations on 
placing government bonds (T-bills). 
Amending the Resolution of the Cabinet of Ministers of Cabinet of Ministers of June 2003 
Ukraine on "Issuing interest-bearing government bonds (T- Ukraine, NBU 
bills) of the year 2000" from September 22, 2000 # 1455 in the 
part that reviews the mechanism of defining interest income 
from interest-bearing government bonds (T-bills) that are in the 
NBU's portfolio, for the year 2003 and following years. 

Developing a unified information network for transferring data State Securities and December 2004 
on organized stock markets Exchange 

Commission, National 
Depository, Anti-
Monopoly Committee, 
Security Service of 
Ukraine, State 
Communication 
Committee, NBU 

3.47 Developing efficient supervision system over insurance State Commission of During 2003 -
comparues Financial Markets 2004 

Regulation 
Initiating changes to the Law of Ukraine "On the National· State Securities and During 2003 
depositary system and specifics of electronic circulation of Exchange 
securities in Ukraine" reiated to the introduction of the Commission, Cabinet 
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# Action Responsible authority Deadline 

centralized system of accounting for securities issued by of Ministers of 
entrepreneurial entities on the basis of central depositary Ukraine, National 
functioning and provision of services to non-residents by Depository, Anti-
custodians exclusively. Monopoly Committee, 

Security Service of 
Ukraine, State 
Communication 
Committee, NBD 

Development and introduction of mechanisms of operations State Securities and . During 2003 
with securities according to the principle "delivery against Exchange 
payment", including guaranteed settlements. Commission, National 

Depository 
Development of information exchange mechanism between the NBD, State During 2003 
National Bank of Ukraine and the State Commission of Commission of 
Financial Services Markets Regulation Financial Services 

Markets Regulation, 
State Securities and 
Exchange Commission 
of Ukraine 

-,,-~--~~. 

3.51 Initiating changes to laws and regulations related to. registration Cabinet of Ministers of December 2003 
of foreign investments made in any form Ukraine 

3.52 Facilitating drafts oflaws of Ukraine "On weapons" and "On NBD Before laws are 
security activity" taking into consideration the NBD's passed 
proposals related to repeal of monopoly rights of the state on 
the market ofse~1lrityandgt.lardian.services and cash collection 

3.53 Initiatingchanges to the Law ofUIcraine "On Banks and NBD Before laws are .. --- _. __ .. -.... ..---..... -~ ... - ... -.. . .... . 
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# Action Responsible authority Deadline 

Banking" in the part that talks about equipment of the banks' passed 
own security and collection services by appropriate types of 
weapons 

3.54 Implementing and releasing retrospective recalculations of Cabinet of Ministers of December 2003 
main statistical indicators according to the State Statistical Ukraine, NBU 
Classification of types of economic activities (CTEA). 

To Section 4 Improving the structure of the banking sector 
- - -

# Action Responsible .authority Deadline -
4.1 Initiate the introduction of changes to the Law of Ukraine "On NBU 2003, December 

banks and banking activity" in the area of creation and operation 
of banking grouEs: ___ . 

4.2 Develop and implement NBU regulations governing the activity NBU Within three 
of banking groups. months after the 

adoption of the 
Law 

I 
--------_._---

Initiate the introduction of changes to the Law of Ukraine "On NBU 2003, June 
banks and banking activity" to give foreign banks the right to 
establish branches on the territory ofUkrain5? 
Facilitate the creation of a Ukrainian Ban.\ for the Promotion of CMU,NBU 2003, December 
Development". 

To Section 5. Improving the soundness of the banking system and ensuring the transparency ofits operation 

# Action 
. 

Responsible authority Deadline 
5.1. Develop and implement national corporate governance standards SEC, CMU, State Within 2003 -2005 

(code) for joint stock companies. Property Fund 

/1,/ 
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# Action Resp.onsible auth.ority Deadline 
5.2. Initiate the introducti.on .of changes t.o the Law .of Ukraine "On NBU 2003, December 

banks and banking activity" t.o have the internal audit functi.on .of 

~--
banks rep.ort t.o the C.ouncil of the bank. 

5.3. Make changes t.o NBU regulati.ons to strengthen the requirements NBU Within three 
t.o bank management t.o take int.o account the pr.oP.osals .of internal m.onths after the 
audit. ad.opti.on .of the 

Law 
5.4. Initiate the introducti.on .of changes t.o the Law .of Ukraine "On NBU 2003, December 

banks and banking activity" t.o expand the.·functi.ons .of the 
Supervis.ory C.ounciIin the area .of determining the bank's 
development and .operating strategy, its .organizati.onal structure, 
appr.oving the bank'.s internal P.olicies, comprehensive risk 
management sysJem, and risk limits. 

".-
5.5. Initiate the intr.oduction .of changes t.o the Law .of Ukraine "On NBU 2003, December 

banks and banking activity" t.o improve bank re.organizati.on and 
liquidati.on pr.ocedures. . 

'7:---
5.6. Draft a Law 9fUkraine "On amending s.ome legislative acts oT-- NBU 2003,June 

Ukraine" t.o establish criminal liability f.or the illegal c.ollecti.on, 
transfer, usage, discl.osure .or divulgati.on .of inf.ormati.on 
.(;.oEstitutin.g banking secrecy. 

"- ._.-----_. -~" .. 
5.7. Make changes t.o NBU regulati.ons to impr.ove asset qualification NBU 2004, December 

by risk degree and t.o expand the list .of risks, which are taken int.o 
-.~--,---

acc.ount in determining necessary reserves f.or active operati.ons:~ 
NEU 5.B. Make changes t.o NBU regulati.ons to intr.oduce a mechanism of Within three 

.ong.oing c.ontr.oI .over the business reputati.on .of the members .of m.onths after the 
the C.ouncil .of a bank, including to envisage a P.ossibility .of ad.oPti.on .of the 
rem.oving C.ouncil members, \!IJ..o do n.ot meet the l>!!siness and Law 

. 
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, professional reputation criteria as established by the NBD. 

5.9. Initiate the introduction of changes of the Law of Ukraine "On NBU 2003, December 
banks and banking activity" to improve the procedure for 
reviewing the business reputation, education and experience of 
the managers of a bank and its structural units when appointing 
them and in the process oftbem performing their functions. 

5.10. Create and constantly update t!J.e list of owners of essential NBU 2003, December, 
participation in banks. and on an ongoing 

. basis 
5.11. Initiate the introduction of changes to the Law of Ukraine "On NBU 2003, December 

banks and banking activity" to prohibit participants from 
,vithdrawing capital from their banks, whose activity poses a 
threat to the interests of creditors and depositors, in order to 
increase the r(l~onsibility of bank owners for its activity. 

5.12. Introduce a ''Banking Risk Management" course at higher Ministry of Education 2003, December 
educational institutions in training specialists in the specialty 
"Banking". 

5.13. Hold seminars to train specialists of risk management units of NBU Within 2003 -
banks in methods and procedures of risk measurement,analysis, 2005 
management and control. 

5.14. Develop and implement ongoing mechanisms of surveying the NBU 2003, June 
needs to train employees of banks· of Ukraine in risk management. 

5.15. Initiate the introduction of changes to the Law of Ukraine "On NBU, AUB (with its 2003, March 
accounting and financial reporting" to define more exactly the consent) 
dates of publication of financial reports. 

5.16. Make changes to the Rules of Organization of Statistical Reports, NBU 2003, December 
which are submitted to the NBU to revise the formats of bank 

//.(. 
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reports and the economic indicators included in them for 
optimization purposes. 

5.17. Develop and implement NBU regulations introducing a register of NBU 2003, June 
audit firms entitled to perform an audit of banks. 

5.18. Initiate the introduction of changes to the Law of Ukraine "On CMU,NBU 2003, December 
audit activity" to determine a procedure for developing national 
external audit standards. 

5.19. Initiate the introduction of changes to the Law of Ukraine "On NBU 2003, December 
banks and banking activity" pertaining to the mandatory 
procedure for refuting inaccurate reporting information. 

5.20. Initiate the introduction of changes to the Code of Ukraine on NBU 2003, December 
administrative offenses to establish administrative liability of .. 

bank managers for publishing inaccurate information. 
5.21. Study the possibility of implementing the recommendations of the NBU 2003, December 

Basel Committee on Banking Supervision pertaining to the 
disclosure by banks of quantitative and qualitative information on 
financial condition, bank owners, management structure, key 
investments and volumes offormed reserves, sources of income, 
risks taken by the bank, and the quality of risk management 

-:;-: ..•... _- ---~te~..: ______________ . _ .. . . __ 
- ---- -'"" .. ~ .. _--"-- .. 

5.22. Make changes to regulations pertaining to annual financial NBU 2004, December 
statemen~ of Ukrainian banks to take into account the new 

.. -.----~. requirements ofInternationalFinanciai Reporting Standards..:._ 
-~--- -'"., 

5.23. Develop new and make changes to current NBU regulations to NBU 2004, December 
improve the procedure for accounting financial instruments in . 
banks. 

----- ---- --- ,-"--- ._- . -, ._---

5.24. Develop and impleznent a Policy on the organization of operating . NBU 2003, December -



DRAFT 29 
# Action Responsible authority Deadline 

work in Ukrainian banks. 
5.25. Promote the development of rating agencies. CMU, NBU, AUB On an ongoing 

(with its consent) basis 
5.26. Hold seminars and meetings to clarify to bank management the NBU On an ongoing 

risk-management-based approach to managing a bank. basis 
. 

To Section 6 Increasing the volumes and expanding the spectrum of banking products and services for the real sector of 
economy and population 

# Action Responsible authority Deadline 
6.1. Promote the adoption of a Law of Ukraine "On mortgage". CMU,NBU By the adoption of 

the Law 
6.2. Develop Laws of Ukraine ''On the features of creation and CMU,NBU 2003, December 

operation of mortgage institutions", "On mortgage-backed 
securities". - -

6.3. Initiating changes to the Law on Ukraine On the Use of Registrars Cabinet of Ministers December, 2003 
of Settlements in Trade, Catering and Services in order to (CM), Tax 
implement cash payments for retail and customer services with Administration (TA), 
payment cards of the National System of Mass Electronic NBU 
Payments (NSMEP) 

6.4. Initiating changes to the Law On State Regulation of Securities State Securities and During 2003 
Market in Ukraine to promote custodian operations and Stock Market 
investment consulting Commission, National 

Depositary, eM, NBU 

II'? 
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6.5. Promoting the adoption of the Law On State Support of NBU December, 2003 
Insurance and Export Lending 

6.6. Negotiating between KfW and the Government of Ukraine of a CM,NBU June, 2003 
draft international agreement on preferential credit line terms to 
finance agriculture through the German-Hu~,8~~Yund 

6.7. Promoting the adoption of the Law on Micro-Credit CM, Association of Within three month 
Ukrainian Banks after the Law is 
(AUB) (on passed 
agreement), NBU 

6.8. Expanding the list of banks participating in the Uniform . NBU, AUB (on On an on-going 
Information System" Register ofBol!0~~rs" ~~. __ ~_ agreement) basis 

-
6.9. Studying and use of international experience in 'the area of accrual NBU,AUB(on On an on-going 

investment schemes (e.g. pension accounts, education accounts, agreement) basis 
housing accounts, etc.) 

6.10. Approval of the Concept of the NSMEP development and of the CM, TA, Anti- December, 2003 
state Program of the NSMEP implementation monopoly Committee, 

State Commission of 
Financial Services, 
NBU 

---------. . --
6.11. Pursuing the policy of support to local manufacturers ofNSMEP CM On an on-going 

component parts basis 
-~ .. 

6.12. Ensuring Ii stage by stage implementation orNSMEP payment CM, TA,NBU 2003 - through 
cards in the retail and service indus~ 005 . -----_. 

6.13. Public promotion ofNSMEP payment cards and explanation of CM On an ongoing 
their use in state-ownec! mass media basis 

6.14. ImPlemelltationofanindustrial use regime in the system of NBU March,2004 

-. ---,-. urgent (term) wire transfers ., -.,- .. ~"'-~=-

1/;1' 
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6.1S. Establishment of principles of the analysis of operational risks NBU December, 2003 
related to the use of information technologies in banks 

6.16. Finalizing and updating NBU regulations on the protection of NBU 2003-through 
information in banks concerning the reduction of operational 200S 
risks, including regulations on the use of modem technologies and 
the issues of the infonnation protection 

6.17. Amendments to NBU regulations in order to give individual NBU During 2003 
residents the right to borrow in FX from non-resident and 
authorized banks. 

6.18. Promoting the adoption of the Law on Electronic Digital NBU Until the Law is 
Signatures. passed 

6.19. Development of a procedure of cash collection from banks via NBU 2003 - through 
collection boxes 2004 

6.20. Promotion of the adoption of the Law On The System Of Foreign NBU December, 2003 
Currency Regulation and Control. . 

6.2l. Amendments to NBU regulations in order to reduce the S-day NEU March, 2003 
term of hoI ding funds in a separate analytical account, when 
being transferred to a non-resident via the correspondent account 
in a non-resident bank 

--.-~-y 

6.22. Amendments to NBU regulations to cancel the requirement to NBU March, 2003 
. 

banks to establish registers and have them approved by tax 
authorities when buying: FX. 

.-~-

6.23. Amending NBU regulations in. order to cancel the requirement of NBU March, 2003 
approval of cargo customs declarations by ,."ustoms authorities 
during the hard FX purchase. 

6.24. Amending NBU regulations in order to improve the functioning NBU 
of the banking metal market, in particular: 

/ 
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- introduce trading in banking metals at the Inter-bank Fe Market March, 2003 
of Ukrain~,-__" 
- increasing the range of operations with banking metals; June, 2003 
- investigate the possibility of canceling restrictions on the sale of 2004 
banking metals to individuals. 

6.25. Amending NBU regulations in order to simplify the procedure of NBU March, 2003 
FX wire transfers and taking FX outside Ukraine by individuals'. 

6.26. Amending NBU regulations in order to cancel the requirement to NBU March, 2003 
authorized banks to register credit agreements with non-residents, 
made for the term exceeding 12 months; 

6.27. Amending NBU regulations in order to cancel the requirement NBU September, 2003 
that the margin charged by banks for FX trading operations may 
not exceed ,5% of the official NBU exchange rate 

6.28. Amending NBU regulations in order to cancel the requirement to NBU December, 2003 
residents to submit to the tax authorities confirmation while 
buying FX and fot settlements with non-residents in UAR 

"" 

6.29. Amending NBU regulations in order to introduce in the FX NBU 2004 
market of Ukraine some types ofFX derivative operations 

6.30. Amending NNBU regulations in order to review the mechanism NBU 2004 
of the FX market functioning, in particular, the necessity of the 

--c'''--''' 
trading session. 

6.31. Amending NBU regulations in order to gradually decrease the NBU 2004 
-.... -------

" norm of tlJ,e compulsory FXsale. 
"" -_.-

6.32. "Amending NBU regulations in order to: NBU .. '~--- -~""" " 

- further simplify the procedure of wire transfers and taking FX 2004 
aI!~"paYl:nent cards outside/in Vl9:ainebyre"sitient individuals 

L- , - introduce a procedure of bringing UAH inJ.llcrainebynon-- 2005 
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resident individuals. , 

6.33. Amending NBU regulations in order to lift restrictions on selling NBU 2005 
FX by banks through the exchange bureau network only in the 
volume, which may not exceed the volume of FX cash ~urchased 

6.34. Amending NBU regulations in order to expand the UAR use in NBU 2005 
settlements with non-residents in relation to foreign trade 
operations and non-trading wire transfers. 

6.35. Training sewinars on hedging risks for bankers NBU,AUB(on 2003 - through 
agreemen!) 2004 

To Section 7 Enhancement of the efficiency of banking supervision and regulation 

# Action Responsible authority Deadline 
7.1. Development ofNBU regulations on the improvement of human NBU December, 2003 

resource managementprocedures , including the verification and 
confirmation of knowledge and qualifications of bank supervision 
~loyees (accreditation). . 

7.2. Development of an NBU Procedure for ensuring integrated NBU December, 2003 
supervisory actions aimed at monitoring of the condition and 
performance of banks, conducting onsite inspections, control of 
the fulfillment of regulatory requirements and the application of 
enforcement actions when these requirements are failed to be 
fulfilled. 

7.3. Studying the possibility to improve the methodology of the NBU December, 2004 
regulatory capital calculation, taking into consideration Basle 
Committee proposal on special capital charges for market risks. 

7.4. Initiating changes to the Law on Banks and Banking in order to NBU December, 2003 

/ 
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. prohibit preferential treatment of related parties 
7.5. Amending NBU regulations in order to include country risk in NBU December, 2003 

the methodology of the calculation of reserves for active 
operations. 

7.6. Development of the NBU regulations on risk management NBU March, 2004 
systems in banks. ._---

7.7. Amending Onsite Manual in order to improve control of related NBU December, 2003 
party lending. Amending Onsite 

Manual 
--;:-:0-' 

7.8. Amenditig Onsite Manual exami,nation-procedures for interest NBU 2004 - through 
rate, li9..uidi!y and operational ris~_~nagement 2005 

7.9. Improvement of off site supervision and analysis of information NBU On an ongoing 
from third party sources (mass media publications, etc.), which basis 
may be important for risk identification. . 

7.10. Introduction of regular consultations with bankers on the NBU, AUB (on On an ongoing 
--_-.• "0.- improyement ofl?_l!flking sup~si<l.l!.and,!~E!!!~tion. _____ ___ . agreement) basis 
7.1l. Initiating changes to the Law on Banks and Banking to expand NBU December, 2003 

the list of events subject to be infonned to the regulatory body. 
7.12. Initiating changes to the Law on Banks an~ Banking to, cancel NBU December, 2003 

restrictions on the number of onsite examinations of banks and 
the introduction of the requirement to go onsite depending on the 
general risks level and trends. 

7.13. I-initiating changes in the Law on Banks and Banking to ensure, NBU December, 2003 
that during onsite examinations banking supervisors receive 
information and explanations, as needed, from all bank managers 
and members of councils. 

----

7.14. 'DevelopillgmethodologicaI recommendations a~!<>supefvisl.on NBU 2004,June 
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on a consolidated basis 
7.15. Introducing changes to the Methodological Instructions on Bank NBU 2004, December 

Inspections in Ukraine (On-site Manual) regarding development 
of methodology of inspection of related persons during the 
supervision on a consolidated basis. 

7.16. Introducing changes to the NBU regulations regarding enhancing NBU 2003, December 
control over the failure by banks to timely submit and to submit 
official reports, as well as over submission of unreliable reports, 
in order to unify practices to define administrative responsibility 
of banks' mana~ers. 

7.17. Initiating changes to the Law of Ukraine On Banks and Banking NBU 2003, December 
as to the ban for individuals to hold senior management positions 
in banks in case their actions in the past caused a bank 
liquidation. 

7.18. Initiating changes to the Law of Ukraine On Banks and Banking NBU 2003, December 
as to setting requirements to the qualification of the bank 
Supervisory Council ~embers. . 

7.19. Initiating changes to the NBU regulations with regards to making NBU 2003, December 
consolidated financial reports, particularly with regards to setting 
clearer criteria for defining participants to a consolidated group as 
well as the size of their participation. 

7.20. Elaborating the NBU regulation on the requirements to banks' NBU 2004, March 
risk tnagagement systems. 

7.21. Prepare methodological reconnnendations on risk management NBU 2004, March 
for the banks' risk managers. 

7.22. Improvement and expansion of functions of the automated NBU 2003, December 
information system "Banks Dossier" by means of: 
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• Creating a module "Bank Passport" 

• Creating a module "Data on establishing correspondent 
relations by banks" 

• Providing for automatic loading of banking reports files into 
the data base in order to exclude ''the human element" 

• Connecting territorial offices to the automated information 
system "Banks Dossier" 2004, December 

• Designing a new system module "Forecasting" . 
2005, December 

7.23. Initiating changes to the Law of Ukraine On Banks and Banking NBU 2003, December 
with regards to improvement of procedures of work of the 
Provisional Administrator and the Bank Liquidator. 

7.24. Introducing changes to the NBU regulation with regards to NBU Within three 
improvement of procedures of appointing and carrying out months upon the 
~rovisional administration of banks. Law Enactment 

7.25. Introducing changes to the NBU regulations with regards to NBU 2003, December 
providing for a special procedure of closing clients' accounts in 
the process of reorganization -and liquidation of banks and their 
branches. --_. 

7.26. Develop the procedure of notifying the STA by banks of the STA,NBU 2003, December 
closure of clients' accounts in the process of reorganization and 

--._ .. - . liguidation of banks and their branches. 
7.27. Elaborating Regulations (Bylaws) of supervision over the banks NBU 2004, May 

,--------,_.,- .. -
_~der liguidation. 

7.28. Making an Agreement on cooperation in the sphere of bank NBU Through 2003 -
supervision with central banks and supervisory agencies of other 2005 
countries. 
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7.29. Introducing changes to the NBU regulations with regards to NBU 2003, December 

improvement of the procedure of granting pennits to buy and/or 
increase essential participation in banks and methods of its 
calculation. 

7.30. Initiating changes to the Law of Ukraine On Banks and Banking NBU 2003, December 
with regards to conferring powers on the NBU to detennine 
beneficial owners of banks - individuals - and the origin of the 
source offunds spent to buy stock (shares) of banks. 

7.31. Initiating changes to the Law of Ukraine On Banks and Banking NBU 2003, December 
with regards to thep_rocedure of registration of bank branches. 

7.32. Initiating changes to the NBU regulation with regards to setting NBU Within three 
the procedure of opening branches by banks upon a prior months after the 
notification of the NBU on compliance of activity of such units Law enactment 
with the regulatory requirements. 

7.33. Initiating changes to the Law of Ukraine On Banks and Banking NBU 2003, December 
with regards to simplifying licensing procedures with the 
simultaneous raising of requirements as to performing operations 
and defining the 15!0unds to convoke a bank license. 

7.34. Introducing changes to the regulations with regards to simplifying NBU Within three 
licensing procedures with the simultaneous raising of months after the 
requirements as to performing operations. Law enactment 

7.35. Introducing changes to the :tIi13U regulation with regards to a NBU Within three 
clearer determination of the grounds to convoke a bank license. months after the 

Law enactment 
7.36. Introducing changes to the NBU regulation with regards to raising NBU 2003, June 

requirements to banks regulatory capital level in order to obtain a 
written permission to perform separate high risk operations, in 
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particular, on the international market. 
7.37. Introducing changes to the Methodological Instructions on Bank NBU 2003, December 

Inspections in Ukraine (On-Site Manual) with regards to 
improving procedmes of examination and control over the actions 
taken by banks to counteract legalization of the proceeds from . 
crime taking into account legislative changes. 

7.38. Elaborating Regulations on banks 'reorganization. NBU 2003, June 
7.39. Preparation of Regulations of supervision over banks under NBU 2004, March 

reorganization. 
~-----

7.40. Elaborating Methods (techniques) of the bank financial condition NBU 2004, December 
evaluation using early warning system indicators. 

---
7.41. Introducing changes to the NBU regulation With regards to NBU 2003, December 

improving the functioning and access to the Iritegrated 
Information SyStem "Register of Borrowers". 

7.42. Reviewing and determining an optimal amount of early warning NBU Once a year 

--:::-:-: 
indicators and their boundary values. _.,_._._"----

7.43. Elaborating methods (techniques) of the comprehensive analysis NBU 2004, June 
of the bank financial condition. 

, ... _. __ ._--
7.44. Holding seminal'S. and other training arrangements pursuant to the NBU Within 2003 -

Program of training of personnel of the NBU system and 2005 
Ukraine's banks for professional development of the bank 

- - _ stl£ervision s~. -- ._--.. ,. 

7.45. Organizational arrangements for the NBU bank supervision staff NBU Through the term 
training under the Dutch Grant Program. of the Grant 

. - -- ----~--~----.---~~-------~-------.. - . 
validity 

7.46. Exploring opportunities for the bank supervision staff training at NBU Ongoing exercise 
the expense of donor programs of the international organizations. 
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7.47. . Developing the program to prepare auditors of banking NBU 2003, September 
institutions for certification exams based on the IFRS 
(International Financial Reporting Standards) and ISA 
(lntemational Standards on Auditing). 

7.48. Elaborating and launching the program to prepare auditors of NBU 2004, May 
banking institutions based onthe IFRS (International Financial 
Reporting Standards) and ISA (International Financial Reporting 
Standards) and ISA (International Standards on Auditing) in 
higher educational institutions. 

--

To Section 8 Integration of the banking system into the internationolfinanciol environment 

# Action Responsible authority Deadline 
8.1. Creation and putting into operation of the e-data base of the EU NBU 2004 

regulations on banking. . .. 

8.2. Initiating changes to the Law of Ukraine On Banks and Banking NBU 2003, December 
with regards to harmonization of separate terms defining money-
and-credit relations in line with the generally accepted 
international practice. 

8.3. Elaborating the NBU regulations regarding the procedure of NBU Through 2003 -
operations by authorized banks and financial institutions on 2004 
Ukraine's territory with documentary letters of credit, operations 
against contractual guarantees, collection operations as payments 
under foreign economic operations. 

8.4. Informing central international financial authorities, FATF Cabinet of Ministers, Ongoing exercise 
Secretariat, Europe's central banks and the world leading NBU 
commercial banks of the actions being made by Ukraine to 

/ftp 
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combat with the legalization of the proceeds from crime. 

8.5. Improving the methods of monetary and banking statistics in NBU 2004, June 
accordance with the international standards. 

8.6. Elaborating general methodology and methodological comments NBU 2003, April 
as to the indicators that are being distributed in accordance with 
the IMP SDDS (Special Data Dissemination Standard). 

8.7. Improving the structure of the NBU web-site in the Internet. NBU 2003, December 
8.8. Compliance with the requirements of data dissemination in NBU 2003 -2005 

accordance with the IMP SDDS (Special Data Dissemination 
Standard) in order to ensure transparency of information on the . development of financial and foreign economic sector of the 
economy. --------------_._.-

8.9. Coordinating and signing an agreement on cooperation with NBU Through 2003 -
banks of the Europe~ Union countries and the European Central 2005 
Bank. 

8.10. Signing an agreement on cooperation in the area of the NBU staff NBU 2003, April 
training with the central banks of Germany, the Netherlands, 
France for the year 2003. 

8.11. Organizational arrangements to provide for the NBU staff training NBU Through 2003 
under the technical assistance programs in the IMP institutions, 
United Vienna Institute, central banks and other international 
institutions. 

- .. --- --
8.12. Expand the area and extend the terms of cooperation undei' the NBU 2003,June 

Dutch Grant. 
-- ---------- . -- ---~-.-.---. ----------
8.13. Preparation and realization of the new economic program Cabinet of Ministers, Through 2003 -
.-.---- - --

P!:l!cautionary Stand-By Arrangem!!nt joilltlywitit the IMF. NBU 2005 
8.14. Preparation and realiz!t!()!iljointly with the World Bank,of the Cabinet of Ministers, Through 2003 -
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second and third stages of the Programmatic Adjustment Loan. NBU 2004 

8.15. Preparation and realization, jointly with the World Bank, of the Cabinet of Ministers, Through 2003 -
Village (Rural) Financing_Project. NBU 2005 

8.16. Finalizing work on the Financial Sector Evaluation Program Cabinet of Ministers, 2003, June 
jointly with the World Bank and the IMP. NBU 

8.17. Within the CIS Interstate Foreign Exchange Committee, work out NBU 2004, December 
the issues related to the development of the Concept of 
coordination of the policy by the CIS country members in the 
sphere of foreign exchange and the Mechanism of convertibility 
of the national currencies within the CIS countries . . 

182 actions 

r 
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List of draft laws whose adoption wonld promote the further strengthening of the legal 
foundations of the activity of the banking system 

1. Law of Ukraine "On the National Bank of Ukraine" 
2. Law of Ukraine "On banks and banking activity" 
3. Law of Ukraine "On the taxation of profit of enterprises" 
4. Budget Code 
5. Tax Code 
6. Code of Ukraine on administrative offenses 
7. Law of Ukraine "On the system offoreign exchange regulation and foreign exchange 

control" 
8. Law of Ukraine "On the restructuring of the debt obligations of the Cabinet of 

Ministers of Ukraine to the National Bank of Ukraine" 
9. Law of Ukraine "On simple and double warehouse certificates" 
10. Law of Ukraine "On the government guarantees of restoration of the savings of 

citizens of Ukraine" 
11. Law of Ukraine "On credit history bureans" 
12. Law of Ukraine "On the backing of creditor claims and registration ofliens" 
13. Law of Ukraine "On the state land cadastre" 
14. Law of Ukraine "On derivative securities" 
15. Law of Ukraine "On the National Depository System and the features of electronic 

circulation of securities in Ukraine" 
16. Law of Ukraine "On weapons" 
17. Law of Ukraine "On security activity" 
18. Law of Ukraine "On accounting and financial reporting" 
19. Law of Ukraine "On audit activity" 
20. Law of Ukraine "On mortgage" 
21. Law of Ukraine "On the features of creation and activity of mortgage institutions" 
22. Law of Ukraine "On mortgage-backed securities" 
23. Law of Ukraine "On the usage of registrars of settlement transactions in the area of 

trade, public catering and services" 
24. Law of Ukraine "On the state regulation of the securities markets in Ukraine" 
25. Law of Ukraine "On the state support of insurance and cre!iiting of exports" 
26. Law of Ukraine "On microcredit" 
27. Law of Ukraine "On electronic digital signature" 
28. Law of Ukraine "On amending some legislative acts of Ukraine": 

• To establish criminal1iability for illegal collection, transfer, usage, 
disclosure or divulgence of information constituting banking secrecy; 

• To lift the moratorium on forced sale of property. 
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MEMO 

TO: Oleksandr Sblapak, Deputy Governor 

FROM: Karen Wilson, Senior Policy Advisor 

Frank Blimling, Chief of Party and Senior Consultant 
CC: Vadym Pushkaryov, Director Bank Supervision Department 

NataIiya Ivanenko, Deputy Director Bank Supervision Department 
Task Force for Development of the Comprehensive Program 

DATE: February 10, 2003 

REF: Comments on the Comprehensive Program for the Development of the Banking System 

We appreciate the opportunity to comment on the Comprehensive Program for the Development 
of the Banking System. We are impressed at the speed with which the task force has been able 
to put together a high quality document, which is indeed comprehensive. The actions indicated 
are the steps that we feel are necessary to further developing the banking system in Ukraine. We 
are particularly pleased to see that there is a commitment to facilitating the development of risk 
management systems in banks and to move to risk based supervision. The emphasis on creating 
conditions that allow market forces to better operate and resolve problems is especially endorsed. 
In this regard, increasing the transparency of the banking system through high quality and 
expanded information is critical and in accordance with the current emphasis in international 
supervisory standards. 

In this memo we would like to discuss a couple of broad areas that I think need to be included or 
given more emphasis. These areas include the Rule of Law, Enforcement and Bank Closures, 
Strategy on State Banks, Systemic Risk, Money Laundering, and Technology. We have 
provided detail feedback to Alex Kutsenko, a member of the task force on these issues and 
smaller issues of wording. 

The preamble provides a good statement of the vision for the banking industry and the areas for 
change. We did feel that there should be some performance indicators that should be used in 
conjunction with this statement to convey the extent of change that is anticipated through 
implementation of this program. This also provides an excellent mechanism to measure the 
success of the program and to communicate with outside parties. We understand that the need 
for such indicators has already been recognized and is being worked on. 

Business and Systems Aligned. Business Empowered.· 



RULE OF LAW 

The program addresses the development of new and revised laws and regulations in a number of areas. 
How these laws and regulations are implemented and interpreted within the judicial system is not 
addressed. Over the last several years, new and revised laws and regulations have been put in place. 
They have not always achieved their intent due to the failure of the judicial system to properly interpret 
them due to lack of understanding or for other reasons. Therefore, it is important for the program to 
also include efforts to educate those in the judiciary and ensure that the goals of the laws are achieved .. 

ENFORCEMENT AND BANK CLOSURES 

Although progress has been made in the area of enforcement over the last several years, efforts need to 
continue to ensure consistent implementation of current regulations. In addition, if the NBU is going to 
shift their focus to ensuring that banks have adequate risk management systems, enforcement 
regulations will need to be revised. The current enforcement process focuses primarily on violations of 
lawslnonnatives and dealing with well-defined problems in banks. The enforcement process needs to 
also take into account action by the l'.'BU when banks have weak management systems and controls. 
These are currently commented upon ininspection reports, but enforcement actions have not generally 
been directed at these exceptions .. Enforcement actions should be taken prior to the development of 
serious problems as reflected in the financial condition of the bank or a situation where 
lawslnonnatives are violated. Supervision by risk should identifY potential problems at an early stage. 
It should be preventative. Therefore, the enforcement process needs to be revised so that action can be 
taken at an earlier stage. 

In the past, enforcement and the decisions to close banks have been subject to political pressure. 
Actions are necessary to ensure that the supervision process is isolated from political influence to the 
full extent possible. Exceptions to NBU enforcement policies should be approved at a very senior level 
and reported to the Board of Directors, ifnot the Supervisory Council. The timely closure of insolvent 
banks is critical to ensure a competitive enviroument that is eqnitable, prevents the wastage of 
resources and over time will result in increased confidence in the regulatory and banking systems. 
Another reason that bank closures are not always timely is that the enforcement and rehabilitation 
processes start too late. Closure has in the past been delayed in order to give management time to 
resolve the bank's problems, rehabilitate or recapitalize. It is reasonable to give management time to 
correct the situation, but this should occur before the bank is seriously troubled. Taking enforcement 
actions at an earlier stage as mentioned above, should resolve this issue. Delay in the closure of 
insolvent banks in the pasr has lead to their assets being stripped by insiders and resulted in greater 
losses to the bank's depositors and creditors. A more timely and better controlled closure process 
should lead to an increase in the amount of funds returned to uninsured depositors and creditors. This 
will clearly over time increase the level of confidence in the regulatory process and the banking system. 

Once a bank is closed it is critical that insured deposits are paid out promptly. Procedures need to 
provide for co-ordination between the NBU and insurance fund so that insured deposits can ideally be 



paid out as of the next business day. Implementation of such a goal would greatly enhance bank 
customers' confidence in the 'deposit insurance system. 

STRATEGY ON STATE OWNED BANKS 

There needs to be a clear strategy for dealing with the state owned banks. In order to have a more 
equitable competitive environment, these banks, if they are to be allowed to operate as commercial 
banks, should be subject to the same rules and restrictions as other banks. It is recommended that the 
long-term goal should be to privatize these institutions; if it is determined that this is feasIDle. In the 
case of Savings Bank, this will first require an extensive rehabilitation of the bank and recapitalization. 
Over time the government guarantee of deposits should be removed. This government guarantee puts 
the rest of the banking system at a significant competitive disadvantage. It has also resulted in deposits 
flowing to an institution that in the past has not been capable of productively using these resources and 
maximizing their benefit to the economy. Our knowledge ofUkrBXIM Bank is outdated, but in the 
past it appeared that privatization of that institution in the short term was feasible. 

If it is determined that it is critical to maintain these state institutions, they should become specialized 
institutions that are limited in their powers. Their pwpose should be clear and it should be determined 
whether or not their pwpose can be met by the commercial banking industry. Ifnot, a determination 
should be made whether steps should be taken to remove the baniers that exist to having the banking 
industry serve;these needs. If they are to continue, a judgment should be made on whether they need to 
be banks and whether their funding should be .through deposits or other means .. 

We understand that there is a proposal to establish a Reconstruction and Development Bank. Although 
we have gotten an overview of what the bank is to do, we,have not seen a detailed proposal on it. We 
and US AID do question the advisability of this action. World experience with such banks has been 
negative. We question whether it will achieve its stated pwpose or be another source of problems. 

SYSTEMIC RISK 

NBU bank supervision should have a process that evaluates systemic risk, determines potential impact 
on the banking industry and results in superVisory strategies to deal with such risks to minimize their 
impact. Risk can be externally driven, such as the Russian banking crisis, which impacted Ukrainian 
banks or can be the result of concentrations within the banking industry. The economics departinent 
should identifY macro economic issues, which may have a significant effect on the banking industry. 
Bither they or supervision should model the impact of such items on the industry to determine whether 
there is a need for action. Action may be directed at the industry as a whole or be directed at individual 
banks that are most vulnerable. The banking industry's sensitivity to the key risks, i.e., interest rate, 
FX, should be projected on a regular basis. An example of a systemic risk from US experience was the 
deregulation of interest rates in the 1980s. oce started to work with commercial banks to recognize 
the risk and develop new methodologies for managing interest rate risk prior to deregulation. The 
effort was successful and almost no banks had serious problems when interest rates were finally 

13~ 



---_._------,-----_._--_ .. 

deregulated. Unfortunately, the thrift regulator did not take any action and the result was one of our 
worst financial institution crises. 

The paper indicates that there are no significant risks, which may lead to a systemic banking crisis. I 
believe the intent was to say that there are not banks or set of banks that are sufficiently large and tied 
to other bank:. to cause a systemic crisis. As they rightly point out, credit risk is high. Credit risk does 
represent a systemic risk and many of the actions in the paper are directed to dealing with that risk, i.e., 
improved collateralization process. 

ANTI-MONEY LAUNDERING 

The discussion in the paper on money laundering focuses on the banking industry and NBU bank: 
supervision. This is an effort that needs to be govermnent-wide and include the entire financial 
industry. I think the paper needs to reflect this. Although I recognize that the paper is directed at the 
development of the banking industry, segments do discuss the broader financial industry. In reality the 
paper should probably be a comprehensive program for the development of the financial services 
industry, especially as many of the actions are directed at the development of non-bank: entities and 
many of the actions benefit both banks and other fmancial service providers. In the area of anti-money 
laundering, it is critical that action be a government ·wideeffort. If not, NBU is doomed to failure. 
This area is an example of where the banks and NBU have had problems with the judicial system in 
taking action to comply with the new Law on Banks and Banking. I also think it is a mistake to create 
the impression that the banking industry is the only portion of the financial industry that may be tainted 
by money laundering. 

TECHNOLOGY 

Technology is one of the major forces affecting the economy, the banking industry and all of our lives. 
The paper does make reference to the use of some new technologies by the banking industry, but the 
treatment of this area is far short of comprehensive. In addition to the potential for banking products, 
there is also the potential for technology to be used to improve the efficiency and effectiveness of bank: 
supervision. An area related to risk management in banks is the various tools/models that have been 
developed through the use of technology to better quantify the level of risk and its impact. We suspect 
that laws relating to technological advances have not been kept up to date and therefore, will need 
regular adjustment. The area of computer fraud and security is a critical one that should be addressed. I 
am not sure that there is any area or group of the NBU that is charged with looking at the potential 
impact/uses and risks associated with technology. If not, we recommend that this be considered. 

In this memo we have briefly discussed major areas that we think need to be more fully covered. We 
have not commented on all of the things that are right and positive in the program. Overall, the 
program is very thoughtful and I believe incorporates most of the major issues we have commented 
upon in the past. 



I know that the NBU departments are in the process of proposing actions, assigning responsibility and 
setting priorities and timeframes. We are; however, concerned that the goals and actions proposed are 
in many instances the primary responsibility of otliers. There should be an attachment to the plan that 
takes each item and assigns responsibility for leading the effort to a single agency of the government 
A second column would then indicate those other agencies, which are to be involved in the process. 
NBU should be a catalyst for change and provide leadership on many of these issues, but clearly cannot 
control the outcome in many of the areas. 

The job set out in the document is daunting. We do have a concern with the capacity of the NBU and 
other agencies of the govermnent to be able to follow through on all of these issues. Several of the 
issues may well take beyond the timeframes of the document to fully implement. This document 
conveys a sense that all of these actions are to be completed not just begun. At this stage the document 
does not provide any indication of which items are the key priorities. This needs to be incorporated. 
We would hate to see resources so fragmented that many things are started but few completed and fully 
implemented. 

As mentioned above, all of these items and other more minor items have been discussed with Alex 
Kutsenko, who is a member of the task force and can provide additional insight Frank Blimling will 
be available to discuss any of these items. Karen Wilson is back in the States, but will be back in 
March if you wish to discuss any of these items with her. Input was received from US AID and 
incorporated in.this document. 
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Status of Audit Profession Development in Ukraine 

The purpose of this document is to provide background lay down the facts about and 
problems inherent to audit profession in Ukraine. It also covers major initiatives by audit 
self-regulated bodies and government agencies to promote and develop the profession. 

External Audit 

Background Information 

External audits in Ukraine are governed by Audit Act of 1993 (Attachment 1). ThisAct 
provides legal framework for both bank audits and audits of other bUEiness, including non­
bank financial institutions. 

Below is the summary of the most important for the purpose of this memo provisions of the 
Audit Act: 

• In Ukraine, any Ukrainian citizen who holds a University diploma in Economics 
(including Accounting, Banking, Finance and other Economics-related spheres) or 
in Law is eligible to become a certified auditor. In order to be honored a 
Certificate a person has to have specified experience I , go through specified 
training and pass a written test; 

• There are two types of Audit Certificates: Certificate A for auditors of non-bank 
entities (general business, including non-bank financial institutions), and 
Certificate B for bank external auditors. Holders of both Certificates receive a 
combined AB Certificate; 

• A person needs to complete two steps before he or she can start practicing audits. 
The first step is to acquire a Certificate, the second step is to purchase a license 
(see Certifications vs. Licensing section of this memo); 

• Certain institutions - in particular banks and listed companies - are required to 
pass annual statutory audits. In addition, some non-recurring events might trigger 
a statutory extemaI audits; 

• The Act calls for Audit Chamber of Ukraine as an independent self-regulating 
agency for audit profession: The Audit Chamber (another official name -
Chamber of Auditors of Ukraine) enjoys the exclusive rights to adopt National 
Audit Standards. However, other agencies - in particular, the Union of Auditors­
can initiate preparation of such standards and solicit Chamber's approval. 

J Minimum experience requirements differ for bank and non·bank auditors and vary from three to five years. 
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In 1998 the Audit Chamber adopted so called National Nonnatives of Audit. In fact this was 
a Ukrainian translation of International Standards of Audit (ISA). There are three major 
concerns in respect to these Nonnatives: 

• At the time of adoption, the Audit Chamber was not a member of IF AC, and 
therefore its efforts to promulgate ISA is questionable. This issue remains 
unsolved; 

• The Normatives are outdated by now. IFAC has recently adopted several 
important Standards that have not been incorporated into Ukrainian Nonnatives; 

• Many experts have noticed material drawbacks in translation that significantly 
impede the understanding and use of the Nonnatives. 

Statutory vs. Voluntary Audits 

There are two types of external bank audits in Ukraine - statutory and voluntary. Statutory 
audits are demanded by the law and include, among other things, audit of bank annual 
financial statements before their pUblication and submission to NBU. There are also 
additional events of non-recurring nature that trigger statutory audits like bank merger or 
liqnidation. Other audit-related services like consulting, audit follow-up etc are deemed to be 
voluntary at bank's discretion. 

From the regulation standpoint, there is no difference between statutory and voluntary audits 
since both these types of activities are subject to the same level of regulatory scrutiny. 

LicenSing vs. Certification2 

These twotenns refer to absolutely different conceptsinboththeAuditActof 1993 and 
other regulations. Despite of &1s, they have been misused and used interchangeably by 
outside parties that lead to many misunderstandings. 

Licensing refers to issuance of a document t hat a llows a person to practice audit. To be 
licensed a person needs to hold a certificate first. Both individual auditors and audit 
companies can be licensed. Maximum validity of a license is five years. 

Certification calls for identification of whether an individual person has enough knowledge, 
skills and abilities to act as an auditor. Term "certification" can never be applied to audit 
companies. Maximum tenn of validity for a certificate is five years. Holding of a certificate 
does not give a right to practice audit. This is becanse an auditor can decide not to practice 
audit in his or her own but rather as a partner of an audit company. 

Hence, from regulatory standpoint, licensing only implies a procedural check (both through 
an interview and checking documents) and keeping a registry. Such activity does not involve 
significant resources and can be done routinely, just like keeping a registry of bank branches. 

However, certification implies testing individual's ethic standards and education, including 
relevant experience. Certification calls for a written test that shall be a natural extension of a 
training process. Since the law allows several attempts to pass the test, certification demands 

2 Also the Audit Act of 1993 uses the term "licensing" in respect to issuance of a docwnent to certified auditors 
to allow them practicing audit, recently they started to avoid this term in open discussion. The reason is that 
there is a list of business and professional activities that are subject to licensing requirements, and audit is not in 
this list. Respectively, in current NBU documents term "registration" is used to identify the concept of allowing 
someone to practice audit. 
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significant resources, both financial and personnel, to develop, implement, and keep up-to­
date training programs, including test questions, databases and so one. 

Individual Auditors vs. Audit Companies 

There is another problem on how to interpret the Law. This is problem of what individual 
auditors can do vs. what audit cOlilpaniescan do. The essence of the issue is that the Audit 
Act does not explicitly say what can an individual auditor practice and what can only an audit 
company practice. This confusion is present in both bank audits and non-bank audits. 

The law sets forth that an audit company can practice audit only if at least one auditor is 
certified. However, it is not clear that such person shall be a full-time employee or a partner 
in the company. Therefore one auditor can work for or even own several audit companies at 
the same time. If this person does a poor audit on one company and such company is put 
under supervisory or any other sort of scrutiny, there are good chances that the same auditor 
can continue in other companies. This make the issue or ensuring good quality of audits very 
questionable. 

Internal Audits 

There is no law or act in Ukraine that would regulate internal audits. The Audit Act of 1993 
does not have any special term "internal audit", nor does Accounting Act of 1999. Therefore 
technically there is no general rule that would govern internal audits. 

This creates a handful oflegal and related problems. For example, in many companies terms 
"internal controls" and "internal audit" are used interchangeably and the same units within an 
organization are responsible for putting internal controls in place and perform internal audit 

In the area of bank this issue is somewhat more developed. In particular, Bank and Banking 
Act calls for an internal audit department to be in place in every bank. However there is a 
confusion to whom this department shall report and be accountable :- to the Board of 
Directors or to the Management Board. This is in fact a problem With internal audit 
independence. Recently· the NBU . has elaborated amendments to the law to propose 
subordination of the internal audit to Board' of Directors. Among others, there is also a 
'proposal to hold bank managers responsible for prompt and appropriate reaction to the 
recommendations of internal auditors. 

In addition, there is an existing problem of how competent internal auditors are. This issue 
can be solved through training. 

In some banks recently internal auditors were empowered with related, also not usual 
functions, in particular, risk management 

Audit Agencies and Initiatives· 

Chamber of Auditors of Ukraine 

Chamber of Auditors of Ukraine is the major player for the audit profession. In fact, it 
should be the leader in all initiatives in the area of audit Unfortunately, the theory does not 
always conie true. 

Currently, there are three major efforts initiated by the Chamber of Auditors: (I) Certification 
of auditors; (2) pUblication of Ukrainian translation of International Standards of Audit, and 
(3) development of National Standards of Audit 
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Certification of Auditors 

Certification of non-bank auditors' (Certificate "A") remains to be the biggest job for the 
Chamber. There is a on-going training and testing process for individuals wishing to become 
non-bank auditors. The training is in-house and provided by recognized accountants and 
auditors. The test is a combination of mUltiple choice and a case study. Many experts 
complained that the pass threshold is low - an applicant can fail 16 out of 40 questions. 

Individual auditors who's Audit Certificates expire shall pass the ruandatory test like a new 
auditor, but can chose not to undergo training. 

The statistics of how many non-bank auditors have been certified so far and how many of 
them a practicing auditors were not found during the preparation of this memo. 

Publication of Ukrainian Translation of International standards of Audit 

This is a significant project undertaken by the Chamber. Recently the Chamber purchased a 
right to translate International Standards of Audit into Ukrainian and publish it in order to 
promulgate these Standards in Ukraine. Supposedly the Chamber hired a good translation 
team to avoid any mistranslation problems currently present in National Normatives of Audit. 

It is expected that the Ukrainian translation ofISA will come out by May 2003. 

Latter the Chamber is expecting to issue a set of commentary papers to suggest the best 
practical implementation of the ISA in Ukraine. The dead line for this initiative is December 
2003. 

Elaboration of National Standards of Audit 

This is the most controversy effort to be initiated by the Chamber. A s it stands now the 
Chamber wants to remain the exclusive agency to elaborate and issue National Standards of 
Audit. However, as it tunis 0 ut, in case the Chamber issues the Standards, t here will be 
questions concerning their recognition by international community. This issue is discussed in 
a separate memo to Mr. Shlapak and Mr. Puskariov dated February 28,2003 (attached). 

This issues has a direct relation with the next initiative discussed below. 

Acquisition of Membership in IFAC 

There is one ruajor initiative that the Chamber has to implement in near future in order to 
preserve its status-quo. The Chamber has to acquire membership in International Federation 
of Accountants (IFAC). There should be a due-diligent process in place to control how the 
Chamber is planning to undergo this initiative. 

The Natioual Bank of Ukraine.is fully aware of the problem and wants to resolve it. In the 
latest correspondence to banks NBU· opeuly stated that the Chamber is supposed to 
promulgate International Standards of Audit by publishing the Ukrainian translation and 
elaborate National Standards of Audit to be recognized by international community. Shall 
the Chamber fail to do this, the NBU will require Ukrainian banks to use only international 
audit companies to do aunul audit of banks' financial statements. 

Federation of Professional Accountants and Auditors of Ukraine 

Federation of Professional Accountants and Auditors of Ukraine (FP AAU or UFP A -
Ukrainian Federation 0 f Professional Accountants a nd A uditors) is a non-government not­
for-profit organization. The membership is voluntary. Members can enjoy consultation 
cervices and similar type of support from the organization. 
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The major initiative of the Fedemtion is the certification of accountants. The certification is 
done in conformance with IFAC and UNCTAD requirements, including International 
Educational Guidelines on initial and continuous education. This initiative was conducted 
with assistance provided from USAID contractors - mTCI and than Cemonex. The 
contractors have developed training materials and test procedures to be then passed on to the 
Federation and fully admiuistrated by it At the moment of preparation of this memorandum 
the training part of the certification program was delivered by Ukrainian trainers hired 
through open bids. Such training is for fee and a person has to pass training of several 
modules before he or she will be allowed to pass any test The test process was still 
administrated byUSAID contractors and there was a plan to make is self-sustainable and 
fully passed to the Fedemtion. 

The Certificate of Professional Accountant is not required by any government or professional 
organization as an eligibility criteria for a job or practice. However, some accounting 
companies, especially those involved in the outsourcing of accounting, do require their 
accountants to hold such Certificate. In addition, there is a movement to require such 
Certificate to be held by Senior Financial Officers of Iisted companies. 

Other initiatives administrated by the Federation are related to general development and 
promotion of accounting profession, as well as providing the accountants and auditors with 
comments and practical guidelines. For this purpose the Fedemtion issues bulletins and holds 
ad-hoc conferences. 

Institute of IntemalAuditors 

The Institute of Internal Auditors is a non-government not-for-profit professional 
organization that joints internal auditors in order to help them overcome difficulties in their 
practice and provide consistent guidelines and methodological support. The Institute is a 
member of the International Institute of Internal Auditors and being such is eligible to 
promulgate the best practice of internal audit in Ukraine. 

Also technically the Institute joints the internal auditors from all types of companies, it 
currently emphasizes mostly on bank internal auditors. The reason for this has been 
discussed above - only for bank there is an explicit requirement to have internal audit 

The major initiative undertaken by the Institute is to issue Ukrainian translation of Standards 
for the Professional Practice of Internal Auditing that include Statement of Internal Auditing 
Standards, Statement of Responsibilities of Internal Auditing and Code of Ethics. 

Since there is no regulation on the internal audit, nor on who can regulate this profession (in 
fact, it is not even recognized yet as a profession) the Institute can effectively "declare that 
such translation becomes official Ukrainian National Standards of Internal Auditing. 

National Bank of Ukraine 

National Bank of Ukraine is a specia1ized government agency that operates under the 
National Bank Act (1999). 

According to the Act, the National Bank is empowered to certify bank external auditors. 
Currently the NBU does not exercise its powers due to the lack of a clear vision how to use 
them and respective interpreting regulations and resources. 
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There are the following major problems vis-A-vis NBU certifying bank external auditors: 
1) There is no clear vision on what shall be done - certification (the initial step that implies 

training of individuals) or just licensing (the ultimate step that implies ouly due-diligent 
knowledge test for individuals and eligibility criteria for companies). 

2) There was no study done to find out whether NBU has enough resources, primary people, 
to accomplish the function it is entitled to. 

3) In any case (no matter what steps NBU will be willing to exercise) there is an issue that 
NBU can not charge individuals for rendering services to them (including for training). 
Some experts believe that ifNBU were to be allowed to charge this could open doors for 
corruption. . 

4) IfNBU indeed starts certifying external bank auditors this can create an unwanted 
precedent for other govemment agencies - especially for the Security and Exchange 
Commission - that will want to regulate auditors in their areas of jurisdiction. This can 
lead to defragmentation of regulatory oversight and possible even to vanishing of such 
control. Another side effect is this will make it extremely difficult to individual auditors 
to acquire a universal certificate. 

The initiatives undertaken by NBU in respect to bank audits are covered in memos prepared 
by Mr. Chuck Canfield in late 2002 - early 2003. 

Conclusion 
As it has been revealed during the meetings and study, currently there is a number of 
problems that impedes development of audit. The major problems are: 

• Unclear laws and regulation that govern audit process; 
• Conflict of interest inherent at many stages of audit regulation; 

• Lack of willinguess to make a difference. 

In addition to these, there has been no central initiative to reform audit profession that lead to 
unawareness of the parties involved about what the other agencies are doing. If the situation 
continues, the effectiveness of any initiative to promote bank internal and external audits will 
remain poor. 
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Problems and Future of External Audit 

The purpose of this document is to present our opinion concerning the existing 
problems vis-a-vis' audit developments in Ukraine, in particular bank audits, and concerning 
immediate and long-run proposals on how to overcome these problems_ 

Generally, we see the following problems in the audit area and ways how to eliminate 
them: 
• National Audit Normatives do not comply with International Standards of Audit 

(lSA). It is be possible to eliminate such problem by declaring that ISA are becoming 
Ukrainian National Standards of Audit (NSA); . 

• The Ukrainian Chamber of Auditors (UCA) is the only organization thitt by law has 
the power to adopt National Standards of Audit. However, the UCA is not a member 
of the International Federation of Accountants (IFAC) and therefore international 
organizations will not recognize National Standards adopted by the UCA even if they 
repeat ISA word-by-word. It is possible to eliminate the problems either by amending the 
law to cancel the UCA's exclusive rights to issue NSA and allowing other self-governed 
organizations that are or will be members of the IF AC; or by forcing the UCA to acquire 
membership in the IF AC in order to make sure that any Standards issued by the UCA will 
be recognized in the world; 

• Bank auditors have not been certified for three years now since Banks and Banking 
Act came into effect. The ACU does not have the powers to issue certificates for bank 
external auditors any more, whereas the National Bank has not made its position clear 
whether or not it will certify external auditors due to lack of resources. In addition, if the 
NBU decides to certify auditors it will expose itself to a reputation risk in case of the 
NBU certified auditor do a poor job in the future. It is possible to solve the problem in 
two steps. The transitional step is to create' an independent body to certify bank auditors 
and introduction LlJ the NBU a registry of audit companies entitled to perform bank 
audits. The final step is to transit from certifying auditors to certifying accountants. 

All these problems and proposals are discussed in details below in this document. 
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National Normatlves of Audit Do Not Comply with International Standards of Audit 

As it has been noted many times in official documents and recommendations of 
World Bank and International Monetary Fund, the existing National Nonnatives of Audit 
(NNA) issued by Chamber of Auditors in 1998, do not comply with existing International 
Standards of Audit The discrepancy is caused by the fuct that NNA do not include those 
significant ISAs issued after 1998. 

It shall be mentioned that even if now, in the year of 2003, the Chamber of Auditors 
adds respective ISA to NNA, this is only going to solve the problem for a while since IFAC 
has been constantly following up on ISA development and almost every year new Standards 
are issued 1. Intemational experts share a common opinion that both the :frequency and 
substance of changes are going to be increased in response to recent corporate scandals. 
Therefore the Chamber of Auditors (or anyone responsible for ISA promulgation in U1aaine) 
shall make sure that there is a system in place to follow up the development of National 
Normatives or Standards. The lack of such system in the past is one of roots for the existing 
problem - in 1998, when issued, the NNA fully complied with ISA since in fact were their 
summarized U1aainian translation. It means that it is not a substance discrepancy but rather a 
"timing difference". 

There are two alternative ways to approach the problem. The first one is to develop 
National Standards based upon International Standards. The second is to declare the full 
text of International Standards of Audit (in UkrainiQII translation) as National Standards. 

In our opinion the second choice is more desirable due to the following: 
• Since now ISA do not have altemative treatments or recommendations on a single 

issue, there is no need to select from such altematives in National Stand.ar!W; 

• Standards of Audit actually guide the process how audit as a professional activity 
is to be performed, and only to some extent they concern about the final product­
audit report and management letter. Therefore there is no need to make sure ISA 
comply with national legal requirements, a more prudent step would be to make 
sure that national legal guidelines underlying audit process are in line with ISA. 

In addition, ifISA are pronounced as National Standards this would solve the "timing 
difference" deficiency reducing it from several years to several months - the time it takes to 
translate annual changes to ISA into U1aainian and publish them. 

The importance of self-governed audit organization will continue if approaching the 
problem in this way. Such organization would still have to promulgate the Standards by 
issuing interpretations, position papers, training programs, etc. 

Domestic and International Status of the Ukrainian Chamber of Auditors 

The major problem that impedes the above proposal to declare ISA as Ukrainian 
National Standards of Audit is the domestic and international status of Chamber of Auditors. 

I International Standards of Audit, just like International Financial Reporting Standards (IFRS), are issued 
annually in the first quarter of each year. Usually national authorities and auditors are given some time make 
sure their requirements and practice comply with the new standards. 
2 However, this statement is not intended to say that such alternative treatments are not going to emerge in the 
future, also now this possibility seems to be remote. 

February 2003 
D:\DOCUMB-l\DRCARP-I\LOCAI..S-I\Temp~ aadiUs:me:O=:tmul'.doc 



w 

-3-

In accordance to the Audit Act of 1993 the Ukrainian Chamber of Auditors is the only 
organization that can legally issue National Standards of Audit. The Chamber exercised this 
power in 1998 when it issued National Normatives of Audit. In addition, the Audit Act sets 
forth that other self-governed professional organizations can elaborate draft Standards but 
still have to subririt them to the Chamber for official approval. Therefore domestically 
Chamber's status is absolutely lawful and exclusive. 

From the other hand, in accordance to the Preface to International Standards of Audit, 
these Standards can only be promulgated at a national level by IFAC members. The 
Chamber of Auditors is not a member to IFAC. Now there is only one Ukrainian 
organization - Ukrainian Federation of Professional Accountants and Auditors - that is an 
associate member to IF AC. Therefore internationally the Chamber is not a recognized 
organization and hence any guidelines it issues are not going to be recognized by 
intemational investors as compliant to lSA 

There are two approaches to this problem of legal formalities. First, the Audit Act 
can be amended to allow any self-governed Ukrainian audit organization that is a member to 
[FAC to issue National Standards. Second, there can be a legal or other requirement issued 
to the Chamber of Auditors to force it to join the [FA£: 

In our opinion also the fist suggestion makes more sense from the standpoint or 
government non-intervention into self-governed organizations and avoidance of monopoly, 
the second option now is more adequate. In. order to join IF AC, the Chamber has to comply 
with certain qualification and financial requirements. It is likely that some rotation of 
Chamber members will have to occur in order to meet qualification requirements, including 
enrolling to the Chamber auditors certified in other countries by IF AC member organizations. 
The time it takes for the Chamber to join the IF AC is dictated by. IF AC procedures and it is 
unlikely to speed up the process. However, this is something tltatthe U CA should have 
already done inunedia:teIy after incorporation in early 90th

• In addition, once a inember of the 
IFAC, the UCA would be able to influence elaboration ofISA that equals to development of 
National Standards. 

CertificatIon and Registration of Bank Extemal Auditors 

Since Banks and Banking Act came into effuct in 2000 there was no certification of 
any new bank auditor in Ukraine. The Chamber that used to issue Certificates B pursuant to 
Audit Act of 1993 has lost its power due to general subordination of the laws - any newer 
law automatically cancels conflicting requirements of any older law. The National Bank that 
has acquired the legal right to certify external auditors3

, does not have enough resources to 
introduce a full cycle of certification starting with development of training programs and 
tests, continuing with delivering the training and holding tests, and ending with issue of 
certificates and follow-up reviews of the work performed by a certified auditor that can 
trigger certificate revocation. 

3 This right isnot clearly stated in the law causing legal disputes. In particular, it is not clear whom NBU shall 
certify - private auditors or audit companies. 
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Under this circumstance's valid Certificates B issued by the Chamber in different 
times for maximum five years have not been void and automatically renewed without their 
holders passing any knowledge test It shall be reminded that this happened during the times 
when accounting experienced fundamental reforms - banks were finishing transition towards 
!FRS, and businesses started to introduce the National Accounting Standards. Therefore 
there has been no real check of knowledge of bank auditors in Ukraine for at least three years. 
Adding the facts that (1) International Educational Guidelines are not followed in Ukraine4 

that has been criticized by IMF and WB missions many times; and (2) inadequate licensing 
requirements for audit companiess, puts the quality of bank audits in Ukraine in question. 

In our opinion, the NBU has to honestly assess its resources and the risk inherent to 
audit certification and refuse the idea of certifying auditors. There are the following 
arguments to support the refusal: 

• There are no adequate resources, starting with personnel, that would enable NBU 
to do a comprehensive and on-going certification process6

; 

• NBU is exposed to legal risk in front of general public for the performance of 
auditors holding a NBU Certificate; 

• There is an issue of how the training and test expenses are going to be covered 
since the NBU as a government agency can not bill individuals for rendering 
services to them. 

The certification problem can be approached in two steps. The first one, immediate 
step, is to set up an independent body - Audit Supervisory Board - that would assume the 
jUnctions of training and certifYing individual auditors and to have NBU to introduce a 
Registry of audit companies eligible to audit bank annual financial statements. The second 
step is to transit in long-run from certifYing auditors to certifYing accountants. 

More detailed recommendations concerning Audit Supervisory Board can be found in 
memos prepared by Mr. Charles Canfield who in December 2002 and January 2003 worked 
on audit issues under Dutch Grant However, Mr. Canfield mentioned in a discussion that 
such Board can only solve the problem for a while and can be treated as precedent of 
government agencies pulling apart the audit profession in the areas they regulate. In the other 
hand, to introduce a Registry of the companies eligible to audit bank annual financial 
statements7 is the optimal way to overcome the problem ofNBU licensing and controlling the 
quality of auditors. 

4 In particular, lEG 2 "Regular Professional Education and Continued Education". 
5 In particular, the minimum permanent professional staffrequirement (30% of permanent stalfbave to be 
certified auditors) is iguored by keeping the lowest possible number of official staff and hiring uncertified 
auditors on part-time basis. 
• This issue can be solved if training programs for certification of auditors are developed under Dutcb Grant 
7 We strongly recommend this exact name for the Registry since other audit cervices that are not presented to 
the general public - outsourcing of internal audit or financial consultations - can be done by other companies or 
even individual auditors. 
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However, in the future it is desirable to study the possibility to transit from certifying 
auditors to certifying accountants. Such certification can be done by Universities and 
professional organizationss. A certified accountant shall have the right to practice accounting 
and audit. However in those areas of his or her pmctice that are of a special interest to the 
public - external audit of banks and listed companies (if allowed), managing internal audit 
departments in banks and non-bank financial institutions- there shall be Registries similar to 
the one discussed, but for individual eligible auditors. This will establish clearer segregation 
of responsibilities between self-governed organizations, individual auditors and government 
agencies. In addition it is going to satisfy the principle of the government staying away from 
professional activities while having effective controls over the quality of such activities. 

8 In fact, a Master Degree in Accounting and Audit shall be deemed an equivalent to Accounting Certificate. In 
addition, the Ukrainian Federation of Professional Accountants and Auditors initiated certification of 
accountants pursuant to IFAC and UNCTAD requirements. 
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Licensing Requirements and Risk-management 
Systems: Situation in Ukraine and International 
Practice 

LICENSING REQUIREMENTS AND RISK·MANAGEMENT SYSTEMS: SITUATION IN 
UKRAINE AND INTERNATIONAL PRACTICE. 

One of important components of risk-based supervision is effective licensing requirements ensuring 
that a bank has all necessary prerequisites for efficient risk-management system already at the stage 
of licensing. This should include suitability of major shareholders, transparency of 
ownership structure and source of initial capital, "fit and proper" directorate and management, 
appropriate operational structure, risk-management polices and internal control procedures 
adequate to the scope, and degree of sophistication of the proposed activities of the bank (principle 
3, EC5, EC9, Core Principles of Effective Bank Supervision). 

More information on international practice oflicensing (risk-management system focus) as well as 
some specific wording can be found in Attaclunent I "International practice". 

Registration and licensing of banks in Ukraine is regulated by Chapter 3 "State Registration and 
Licensing of Banks" (Art.17 -22) of Law on Banks and Banking Activity (BBL), NBU Regulations 
#375 "On procedure for creation and state registration of banks, opening their branches, 
representative offices, divisions", and NBU Regulation #275 "On procedure for issuance of 
banking licenses, written permits and licenses for performance of certain operations to banks". 

Business and Systems Aligned. Business Empowered.w 
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law on Banks and Banking Activity (BBl) dated December 7, 2000. 

BBL provides for two stages of "bringing a bank into life": I) state registration and 2) licensing. 

1. State Registration 

The first stage is actually registration of a bank as a legal entity. At this stage, persons authorized 
by founders are required to provide the NBU with necessary documents that include (BBL Art 17): 

I) Registration application. 
2) Founding Agreement (with the exception of State bank). 
3) Bank statute. 
4) Decision on bank establishment (minutes of the foundation meeting), or a Resolution ofthe 

Cabinet of Ministers on the establishment of a State bank. 
5) Business plan identifying types of activity planned for the following year and a strategy of 

bank's activities for the next three years, in accordance with requirements, established by the 
National Bank of Ukraine. 

6) Information on the financial position of those participants that will hold an essential 
participation in the bank. In case the bank founder is a legal entity, information should be 
provided on members of the Board of Directors and holders of essential participation in this 
legal entity. 

7) Accounting, reporting and financial statements for legal entities that will hold an essential 
participation in the past four reporting periods (quarters), and for individuals that will hold an 
essential participation - a statement from the State Tax Administration on income for the last 
reporting period (year). 

8) Information on the composition of the Supervisory Council, Board, and Revision Committee. 
9) Copy of the payment document confirming payment of the registration fee established by the 

National Bank of Ukraine. 
10)Notarized copies of founding documents of members, that are legal entities and would hold 

essential participation in the bank. 
11) Copies of a report on the holding of open subscription to shares - for banks established as an 

open joint stock company. 
12)Data on professional skills and-business reputation of the bank Chairman and members of the 

Board and the Chief Accountant of the bank. 

Working group of General Department of Bank Supervision on amendments to BBL suggested new 
wording for points 6, 7, 10, 12 and additional point 13. Those amendments should ensure a better 
disclosure of information on suitability of essential participants and members of Board and 
Supervisory Council. 

"6) Information on the financial position and business reputation of those participants that will hold 
an essential participation in the bank. In case the bimk founder is a legal entity, information should 
be provided on members of the Supervisory Council and persons that are actual beneficial owners 
of this legal entity. 
7) Financial accounts confirmed by auditor for the past four reporting periods (quarters) - for 
participants-legal entities; reference from the State Tax Administration of Ukraine on incomes over 
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last period under review (year) - for participants-individuals; or other documents confirming origine 
of incomes (funds)" 
"10) notarised copies of statutory documents of participants which are legal entities, and of their 
owners of essential participation;" . 
"12) information on professional suitability and business re.putation of Board members and bank's 
chief accountant. " 
13) information on business re.putation ofSupervisorv Council members." 

It would be better to expand point 13 to include also professional suitability requirement: 
"information on business reputation and professional suitability of Supervisory Council members". 

The issue of whether it is necessary to put some professional requirements for Supervisory Council 
members is controversial at the NBU. Some people say that things should remain as they are in a 
current law - no requirements for professional suitability of Supervisory Council members. They 
explain this point by saying that it is up to shareholders to determine their requirements for 
supervisory council members, and supervisory agency must not interfere in this process. Others 
stress that banking is a very specific sphere and members of supervisory council should be subject 
to very strict requirements as regards their professional skills, experience, etc. 

Core Principles of Effective Bank Supervision in this respect say the following: 

Principle 3, EC7: The licensing authority evaluates proposed directors and senior management as to 
expertise and integrity (fit and proper test). The fit and proper criteria include: (1) skills 
and experience in relevant financial operations commensurate with the intended 
activities of the bank and (2) no record of criminal activities or adverse regulatory 
judgements that make a person unfit to uphold important positions in a bank. 

Principle 3, AC 2. At least one of the directors must have a sound knowledge of each of the types of 
financial activities the bank intends to pursue. 

With this in mind, the GDBS working group recommended the following changes in BBL Art. 42 
"Requirements for Bank Managers" 

Article 42. Requirements for Bank Managers 

Managers of a bank shall be the chairman, his 
deputies and members of the Bank Council, the chairman, 
his deputies and members of the Board (Board of 
Directors), chief accountant, his deputy and managers of 
bank separate structural divisions. 

Managers of banks shall be competent 
individuals who meet the following requirements: 

I) Higher education in the field of economics, law or 
management, as appropriate for the position to be 
occupied (this requirement does not apply to 
Supervisory Council members). 

2) Banking experience on relevant position, not less than 
three years (this requirement does not apply to 

To amend Part 1 as follows: 
"Managers 0 fa banks hall be the chairman, his deputies 
and other members of the bank's Supervisory Council, the 
chairman, his deputies and members of the bank's Board 
(Board of Directors), the chief accountant and his 
deputies, and the head and the chief accountant of the 
representative office (their deputies)." 

To add Part 2 as follows: 
"Members of the Supervisory Council of a bank shall be 
capable natural persons who meet the following 
requirements: 
I) Skills and experience in the relevant area of financial 
swerations that correspond to the bank's future operations 
(at least one member must have deeo knowledge of such 
operations). 
2) Impeccable business reputation". 

3 

I~ 



Supervisory Council members). 
3) Impeccable business reputation. 

The Chainnan of!he Board (Board of Directors) of the 
bank and the Chief Accountant shall take office after the . 
National Bank ofUknrine gives its consent in writing 

The Chainnan of the Board (Board of Directors) 
of the bank and !he. Chief Accountant should have 
previous bank managerial experience. 

• 

2. Licensing 

To consider Part 2 as Part 3 and amend it as 
follows: 
"Managers of a bank shall be capable natmaI persons. 
Managers of !he bank, except for. members of the 
Supervisory Council, must meet !he following 
requirements: 
1) Higher education in eronomics or law and experience 
of managerial work related to banking opeIlI!ions of at 
least two years (if !here is no special education­
experience of such managerial work of at least three 
years). 
2) Impeccable business reputation". 

To consider Part 3 as Part 4 and amend it as 
follows: 
''Bank managers, except for !he head and the chief 
accountant of!he representative office and their deputies, 
shall take office after !he National Bank of Ukraine gives 
its consent in writing." 

To add Part 6 as follows: 
"Bank managers may not be persons: 
1) who were dismissed on request of !he National Bank, or 
to whom the court prohibited engaging in such activity; 
2) who were convicted of theft, bn"bery and other 
mercenary crimes; 
3) who have outstanding debt obligations to any bank or 
other natural person or legal entity; 
4) whose illegal actions in !he past resulted in bankruptcy 
or liquidation of a bank or other legal entity; 
5) who are involved in entrepreneurial activity (except for 

, members of the bank's . Council):" 

A bank: is entitled to perform banking activities only upon obtaining a banking license. BBL Art. 19 
specifies the following: 

"The banking license shall be issued by the National Bank: of Ukraine upon the petition of a 
bank, provided there are documents confirming the following: 

the availability of paid-in and registered subscribed bank: capital in the amount, established 
by the present Law; 

the bank: has appropriate banking equipment, computers, software, and premises in 
compliance with NBU requirements; 

there are at least three persons, appointed members of the Board (Board of Directors) of the 
bank:, who have an appropriate education and experience necessary to manage the bank:." 

Working group of General Department of Bank: Supervision on amendments to BBL suggested to 
amend paragraph 4 and introduce new paragraphs 5-7: 

... provided there are documents confirming the following: ... 4) 
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"availability of bank's managers (Chairman and members of bank' Supervisory Council, 
Chairman, deputy Chairmen and members of the Board (Board of Directors), chief accountant and 
his deputy), managers of bank's divisions and appropriate specialists who have proper education 
and experience necessary to manage and conduct activity for which a bank obtains a license. 

availability of divisions, including those of internal audit and and risk-management that 
carry out apropriate operations and functions; 

availability of internal policies regulating performance of activity according to a banking 
license issued, including policies on bank's internal audit and on risk-management system in line 
with current legislation in Ukraine, requirements of the National bank of Ukraine and bank's 
Statute; 

business plan that is an executive document and determines kinds of activity that a bank 
plans to carry out over next year and strategy for bank's activity for next three years according to 
requirements established by the National bank of Ukraine." 

Article 44 of the LBBA requires banks to establish standing units for analysis and 
management of risks. These units are responsible for setting limits in respect to specific operations, 
risk limits for counterparts, countries of contra parties, and balance sheet structure in accordance 
with resolutions of the Board (Board of Directors) on the issues of risk policy and profitability of 
bank operations. 

The legislative structure could be improved on two points: First, although banks are 
required to establish risk management units once they commence operations, there is no 
requirement in the LBBA that the bank have suitable riskmanagementpolicies- and procedures as a 
condition of obtaining state registration or receiving a banking license. It would be preferable to 
include this requirement, and the NBU should have the authority to refuse state registration or the 
banking license i fthe proposed bank's risk management policies are not satisfactory (see Basle 
Committee, BC 8 and 9, and examples from legislation of Basle Committee countries, attached). 
Second, the responsibility for establishing risk management policies should be on the bank's 
supervisory council, not the Board. The council should be expected to develop and approve the 
bank's risk management policies, and to take steps to ensure that the day-to-day management 
officials (the Board) are implementing those policies .. These requirements could be included as a 
condition for either state registration or the actual. license; the point is that the NBU should have 
the authority to determine the suitability of the proposed bank's risk management and internal 
control procedures at some point before the bank actually-commences operations. 

NBU Regulation #375 "On the procedure of creation and state registration of banks 
and opening of their branches, representative offices and divisions" dated August 
31,2001 

Point 3.1 of Article 3 "Procedure for submission of documents for the state registration of a bank" 
specifies the list of documents provided to the NBU for the state registration of banks . The list 
includes among other things: 

"f) information on the composition of the Supervisory Council, the Board, and the Revision 
Commission; 

5 

/5$ 



g) documents making it possible to draw a conclusion about the irreproachable business 
reputation of the Chairman, his Deputies, and members of the Supervisory Council of the bank, 
including: 

statements of the banks, from which loans have been received, about the status of their 
repayment; 

a questionnaire according to Attachment 12 hereto; 
statements of the police about the absence (existence) of criminal record on the territory of 

Ukraine; 
j) documents making it possible to draw a conclusion about the professional eligibility and 

irreproachable business reputation of the Chairman and his Deputies, and members of the executive 
body (Board) and the Chief Accountant and his Deputies, whose candidacies meet the following 
requirements: 

higher economic, legal or management education - for the Chairman and his Deputies, and 
members of the Board, and higher economic or accounting education - for the Chief Accountant 
and his Deputies; 

the experience of the Chairman, his Deputies and members of the Board of the bank, the 
Chief Accountant and his Deputies in the banking system in the corresponding specialty is not less 
than three years, including for the Chairman of the Board and the Chief Accountant- not less than 
one year in managerial positions; 

an irreproachable business reputation; 
no criticism from the corresponding NBU Regional Office and no instances of violations 

of the banking law of Ukraine and bank internal documents during the time of work at banking 
institutions; 

The information about the Chairman and his Deputies, members of the Board of the bank, 
the Chief Accountant and his Deputies and their business reputation.is submitted in the form of: 

an abstract from the labor book and a copy of the diploma certified by the NBU Regional 
Office wherever the bank is located, or notarized; 

statements of the banks from which loans have been received on the status of their 
repayment printed on the official letterhead of the bank and certified with an imprint of the bank's 
seal; 

three references from individuals working in the banking system, whose candidacies were 
earlier approved by the NBU or its Regional Offices for the purpose of their approval in the 
corresponding positions at other banks (including one from the previous employer, if it is a banking 
institution). A reference is written on a blank sheet of paper signed by the referee, Which is cenified 
by the personnel department of the banking institution, where this individual works, and an imprint 
of the seal of the institution. The reference should contain information about the business 
reputation, managerial and professional qualities of the candidate; 

a questionnaire (attachment 3); 
information from the NBU Regional Office, which supervises the activity of the banking 

institutions where the said individuals worked, on the absence in their work of abuses and 
violations of the law of Ukraine on banking activity, NBU regulations and bank internal documents 
(if they worked in other regions of Ukraine); 

statements of the police on the absence (existence) of criminal record on the territory of 
Ukraine. 

In every specific case, if foreign citizens are appointed for the positions of the Chairman and 
his Deputies or members of the Board (Board of Directors), the Chief Accountant and his deputies, 
a decision to approve the candidacy recommended by the founders is made by the NBU taking into 
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account the documents submitted (their duly certified copies), which confirm economic education 
_ (not lower than a Bachelor's degree) and experience in managerial positions in the banking system 
in the corresponding specialty of not less than three years, and information of the Central Bank or 
another body of the corresponding country, which exercises control over the commercial banks or 
the commercial bank, where the candidate worked, on the absence ofviolations inhis work. In 
addition, an authorized person has to submit to the NBU documents, which confirm the legitimacy 
of the stay of such foreign citizens on the territory _of Ukraine, and in cases as stipulated in the 
current law of Ukraine, - an employment permission issued by the Government Center for 
Employment of the Ministry of Labor and Social Policy of Ukraine or under its instruction by the 
corresponding Center for Employment of the Autonomous Republic of Crimea, o blasts, and the 
cities of Kiev and Sevastopol, unless otherwise stipulated in international treaties whose binding 
nature has been approved by the Verkhovna Rada of Ukraine. 

The managers of a bank may not be individuals as specified in Part 3 of Article 23 of the Law 
of Ukraine "On business companies". 

In addition, there may not be appointed for managerial positions at banks individuals 
specified in subitem f and the first paragraph of this subitem of item 3.1, who do not have an 
irreproachable business reputation and whose professional and managerial skills do not meet the 
requirements of the Law, including: 

who failed tom eet debt repayment 0 bligations to any b ank 0 r 0 ther individual 0 r 1 egal 
entity; 

whose illegal actions in the past caused a bankruptcy or liquidation of a bank or other legal 
entity; 

who were the Chairman of the Supervisory Council and the Board (Board of Directors), 
the Chief Accountant of a bank, as to which a decision on bankruptcy or liquidation was made; 

who are relatives to members of the Supervisory Council of the bank (parents, children, 
native brothers and sisters, spouses); -

who were dismissed at the request of the NBU or were held crimiually accountable;" 

As we can see. in terms of requirements towards members of Supervisory Council and Board of the 
bank. Reg#375 was developed in line with provisions ofBBL in effect. There are no requirements 
for professional suitability of members of Supervisory Council. 

The Regulation also lays down some requirements towards owners of essential participation 
in a bank: 

1.7. The participants of a bank may be legal entities and individuals, residents and 
nomesidents, as well as the government represented by the Cabinet of Miuisters or bodies 
authorized by it. 

The owners of an essential participation in a bank must have an irrt)J)roachable business 
rt)J)utation and satisfactory financial condition. 
The participants of a bank may not be legal entities, where the bank has an essential participation, 
citizens' associations, religious and charitable organizations. 

It also establishes restrictions for acquiring or increasing essential participation in a bank: 

"5.19. The NBU does not grant a permission to acquire an essential participation in a bank or 
to increase it, if: 
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a) the entity, which is acquiring or increasing an essential participation, does not have an 
irreproachable business reputation. If the entity is a legal entity, this requirement is applicable to the 
members of the executive body and the supervisory council of the legal entity, as well as the 
owners of an essential participation who are individuals. 
b) the entity, which is acquiring orincreasing an essential participation, does not have the own 
funds to make the declared contribution; 
c) the acquisition or increase of an essential participation would threaten the interests of the 
depositors and other creditors of the bank or the development of a competitive environment in the 
banking system." 

NBU Regulation #275 "On procedure for issuing banking licenses, written 
permissions and licenses for performance of specifiC operations to banks" dated 
07/17/2001. 

Chapter 1 of the Regulation specifies the following: 

"1.3. Bank has the right to carry out banking activity only upon obtaining a banking license. 
Bank has the right to start carrying out banking operations only if it complies with requirements of 
current laws of Ukraine and rules and regulations of the National Bank of Ukraine that lay down 
requirements for carrying out corresponding operations (including those related to technical 
conditions in place, specialized divisions, their managers, proper specialists and internal policies 
that regulate the procedure for conducting operations)". . 

Later, p.1.7. says that "after 0 btaining a banking license, a bank is 0 bliged to observe licensing 
requirements, including those towards regulatory capital, during all the period the banking license 
is in effect". 

Chapter 3 "Conditions whose observance entitles banks to obtain a banking license" does not 
mention risk management units or ptJlicies at all. Latter, Chapter 7 "Special documents to be 
submitted by a bank to obtain a banking license" requires submission of "description of and data on 
management and organizational structure of a bank (including units of internal audit and risk 
management and analysis, their subordination, decision-making procedure)". 

Chapter 4 "Conditions for obtaining a written permission" indicates among such conditions (.n) 
"presence of risk management and analysis unit in charge of establishing limits for specific 
operations, limits for counterparties' risks, risks of counteIparties' countries, balance sheet structure 
according to decisions of the Management Board on issues of policy as to riskiness and profitability 
of bank's activity." Regulation establishes requirements for the unit head (4e, Attachment I, 
Chapter 5) - higher financial/economic education, at least 3-year experience in banking system by a 
relevant profession, untarnished business reputation, no violations of banking legislation orland 
NBU rules and regulations during tenures with banks. 

Chapter 4 (lIC) requires bank's policies regulating assets and liability management, credit and 
investment policy. 

Chapter 8 "Documents to be submitted to obtain a written permission" requires, along with other. 
documents, policy on the unit of risk analysis and management. 
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Chapter 13, p. 13.4 indicates that "All policies (with amendments and additions) a bank submits to 
the National Bank to obtain a banking license, written permission and licenses for performance of 
specific operations, are used by NBU employees during on-site examinations of banks and 
considered to be in effect. ". P.13.5 further says that "Failure to meet requirements of Regulation 
towards a bank, bank's managers, owners of essential participation, is subject to enforcement 
measures pursuant to BBL Art. 73 and relevant NBU rules and regulations" 

CONCLUSION 

,Licensing requirements in Ukraine already have some provisions related to risk-management 
systems. In particular, BBL clearly requires risk-management unit in place and establishes some 
requirements towards managers of banks (untarnished business reputation, professional skills), 
members of Supervisory Council (untarnished business reputation), and essential participants in a 
bank. Those requirements are further elaborated in the NBU Regulations #275 and #375. 

Unfortunately, those requirements are not complete enough. In particular, there should also be 
requirements for professional qualification of members of Supervisory Council (not ouly for their 
untarnished business reputation), which will bring them in compliance with Basel "fit and proper" 
requirements. 

Another serious drawback in legislation is absence of SjJecific requirement for banks to have 
internal policies on risk-management systems approved by the Supervisory Council already at the 
stage ofobtaining a banking license. Point 3.1 ofNBUReg 275 requires "internal policies that 
regulate the procedure for conducting operations", but it is not a specific requirement for risk­
management policies. 

For banks that are obtaining NBU written permission for some certain operations (like FX, 
corresponding accounts, trust operations, etc), there is a requirement fol' having asset and liabilities 
management policies as well as policy on risk-management unit in place. Usually, they would have 
some description of risk -management system and risk limitations therein, but again there is no such 
specific requirement in law. Ifbank's policy does not establish risk lirnitations or a policy on risk­
management unit does not describe the process of risk-management in the bank, it will be legally 
qualified as acceptable and sufficient for obtaining written permission, and applying enforcement 
measures is hardly possible in this case. 
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A TTACHEMENT 1: INTERNATIONAL PRACTICE 

CORE PRINCIPLES OF EFFECTIVE BANK SUPERVISION 

Principle 3: The licensing authority must have the right to set criteria and reject 
applications for establishments that do not meet the standards set. The licensing process, 
at a minimum, should consist of an assessment of the banking organisation's ownership 
structure, directors and senior management, its operating plan and internal controls, 
and its projected financial condition, including its capital base; where the proposed 
owner or parent organisation is a foreign bank. the prior consent of its home country 
supervisor should be obtained. 

Essential criteria 

1. The licensing authority has the right to set criteiia for licensing banks. These may be 
based on criteria set in law or regulation ... 

2. The criteria for issuing licences are consistent with those applied in ongoing 
supervision. 

3. The licensing authority has the right to reject applications if the criteria are not fulfilled 
or if the information provided is inadequate. 

4. The licensing authority determines that the proposed legal and managerial structures of 
the bank will not hinder effective supervision. 

5. The licensing authority determines the suitability of major shareholders. transparency of 
ownership structure and source of initial capital. 

6. A minimum initial capital amount is stipulated for all banks. 

7. The licensing authority evaluates proposed directors and senior management as to 
expertise and integrity (fit and proper test). The fit and proper criteria include: (1) skills 
and experience in relevant financial OPerations commensurate with the intended 
activities of the bank and (2) no record of criminal activities or adverse regulatory 
judgements that make a personunflt to uphold important positions in a bank. 

8. The licensing authority reviews the proposed strategic and operating plans of the bank. 
This includes determining that an appropriate system of corporate goveruance will be in 
place. 

9. The operational structure is required to include, inter alia, adequate operational policies 
and procedures. internal control procedures and appropriate oversight of the bank's 
various activities. The operational structure is required to reflect the scope and degree of 
sophistication of the proposed activities of the bank. 

10. The licensing authority reviews pro forma financial statements and projections for the 
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proposed bank. This includes an assessment of the adequacy of the financial strength to 
support the proposed strategic plan as well as financial information on the principal 
shareholders of the bank. 

11. If the licensing authority and the supervisory authority are not the same, the supervisor 
has the legal right to have its views considered on each specific application. 

12. ill the case of foreign banks establishing a branch or subsidiary, prior consent (or a 
statement of "no objection") of the home country supervisor is obtained. 

13. If the licensing, or supervisory, authority determines that the licence was knowingly 
based on false information, the licence can be revoked. 

Additional criteria 

1. The assessment of the application includes the ability of the shareholders to supply 
additional financial support, if needed. 

2. At least one of the directors must have a sound knowledge of each of the tvoes of 
financial activities the bank intends to pursue. 

3. The licensing authority has procedures in place to monitor the progress of new entrants 
in meeting their business and strategic goals, and to determine that supervisory 
requirements outlined in the licence approval are being met. 

USA: National Bank Act (USA) 

Section 71 : 

Election 
The affairs of each association shall be managed by not less than five directors, who shall be 
elected by the shareholders at a meeting to be held at any time before the association is 
authorized by the Comptroller of the Currency to commence the business of banking; and 
afterward at meetings to be held on such day of each year as is specified therefor in the 
bylaws. The directors shall hold office for one year, and until their successors are elected 
and have qualified. 

Section 72: 

Qualifications 
Every director must, during his whole term of service, be a citizen of the United States, and 
at least a majority of the directors must have resided in the State, Territory, or District in 
which the association is located, or within one hundred miles ofthe location of the office of 
the association. for at least one year immediately preceding their election. and must be 
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residents of such State or within one-hundred-mile territory of the location of the 
association during their continuance in office, except that the Comptroller may, in the 
discretion of the Comptroller, waive the requirement of residency. Every director must own 
in his or her own right either shares of the capital stock of the association of which he or she 

. is a director the aggregate par value of which is not less than $1,000, or an equivalent 
interest, as determined by the Comptroller of the Currency, in any company which has 
control over such association within the meaning of section 1841 of this title. If the capital 
of the bank does not exceed $25,000, every director must own in his or her own right either 
shares of such capital stock the aggregate par value of which is not less than $500, or an 
equivalent interest, as deteimined by the Comptroller of the Currency, in any company 
which has control over such association within the meaning of section 1841 of this title. 
Any director who ceases to be the owner of the required number of shares of the stock, or 
who becomes in any other manner disqualified, shall thereby vacate his place. 

Section 73 : 

Oath 
Each director, when appointed or elected, shall take an oath that he will, so far as the duty 
devolves on him, diligently and honestly administer the affairs of such association, and will 
not knowingly violate or willingly permit to be violated any of the provisions of title 62 of 
the Revised Statutes, and that he is the owner in good faith, and in his own right, of the 
number of shares of stock required by title 62 of the Revised Statutes, subscnbed by him, or 
standing in his name on the books of the association, and that the same is not hypothecated, 
or in any way pledged, as security for any loan or debt The oath shall be taken before a 
notary public, properly authorized and commissioned by the State in which he resides, or 
before any other officer having an official seal and authorized by the State to administer 
oaths, except that the oath shall not be taken before any such notary public or other officer 
who is an officer of the director's bank. The oath, subscnbed by the director making it, and 
certified by the notary public or other officer before whom it is taken, shall be immediately 
transmitted to the Comptroller of the Currency and shall be filed and preserved in his office 
for a period often years. 

Section 76: 

President of bank as member of board; chairman of board 
The president of the bank shall be a member of the board and shall be the chairman thereof, 
but the board may designate a director in lieu of the president to be chairman of the board, 
who shall perform such duties as may be designated by the board. 

12 

1/,'7 



------------,,------_ .. -._-

Code of Federal Regulations, Title 12, section S.20 - Organizing'a Bank 

Subsection (f)(i)(2) Policy considerations. (i) In evaluating an application to establish a national 
bank, the OCC considers whether th~ proposed banle ... 

(B) Has competent management, including it board of directors, with ability and experience 
relevant to the types of services to be provided; 

(D) Can reasonably be expected to achieve and maintain profitability; and 

(E) Will be operated in a safe and sound manner. 

(ii) The OCC may also consider additional factors listed in section 6 of the Federal Deposit 
Insurance Act, 12 U.S.C 1816, including the risk to the Federal deposit insurance fund, and 
whether the proposed bank's corporate powers are consistent with the purposes of the Federal 
Deposit Insurance Act and the National Bank Act. 

[Note.- Section 6 of the Federal Deposit Insurance Act entails a determination of the "general 
character and fitness" of the management of a depository institution that is applying for deposit 
insurance.) 

Subsection (g) Organizing group - (1) General. Strong organizing groups generally include 
diverse business and financial interests and community involvement. An organizing group must 
have t he experience, competence, willingness, and ability to be active in directing the proposed 
national bank's affairs in a safe and sound manner. The bank's initial board of directors generally is 
comprised of many, ifnot all, of the organizers .... 

(3) Financial resources. (i): Each organizer must have a history of responsibility, personal honesty, 
and integrity. Personal wealth is not a prerequisite to become an organizer or director of a national 
bank. However, directors' stock purchases, individually and in the aggregate, should reflect a 
financial commitment to the success of the national bank iliat is reasonable in relation to their 
individual and collective financial strength. A director should not have to depend on bank 
dividends, fees, or other compensation to satisfy financial obligations. 

Subsection (h) Operatingplan -- (1) General. (i) Organizers of a proposed national bank shall 
submit an operating plan that adequately addresses the statutory and policy considerations set forth 
inparagraphs (e) and (f)(2) of this section_ The plan must reflect sound banking principles and 
demonstrate realistic assessments 0 f risk it]. light of economic and competitive conditions in the 
market to be served .... 

(6) Safety and soundness. The operating plan must demonstrate that the organizing group (and the 
sponsoring company, if any), is aware of, and understands, national banking laws and regulations, 
and safe and sound banking operations and practices. The OCC will deny an application that does 
not meet these safety and soundness requirements. 
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UK: Financial Services and Markets Act 2000 - conditions for permission to carry on 
regnlated activities 

Section 41. (1) "The threshold conditions", in relation to a regulated activity, means the 
conditions set out in Schedule 6. 

(2) In giving or varying permission, or imposing or varying any requirement, under this Part the 
Authority must ensure that the person concerned will satisfy, and continue to satisfy, the threshold 
conditions in relation to all of the regulated activities for which he has or will have permission. 

Schedule 6 

Suitability 

5. The person concerned must satisfy the Authority that he is a fit and proper person having 
regard to all the circumstances, including-

(a) his connection with any person; 

(b) the nature of any regulated activity that he carries on or seeks to carry on; and 

(c) the need to ensure that his affairs are conducted soundly and prndently. 

FSA Handbook of Rules and Guidance - Supervision Handbook on Threshold Conditions 
(COND) 

2.52 

Threshold condition 5 (Suitability), requires the firm to satisfy the FSA that it is 'fit and proper' 
to have Part IV permission having regard to all the circumstances, including its connections with 
other persons, the range and nature of its proposed (or current) regulated activities and the overall 
need to be satisfied that its affairs are and will be conducted soundly and prndentJy (see also 
PRIN and SYSC). 

The FSA will also take into consideration anything that could influence a firm's continuing 
ability to satisfy this threshold condition. Examples include the firm's position within a UK or 
international group, infonnation provided by overseas regulators about the firm , and the firm's 
plans to seek to vary its Part IV permission to carry on additional regulated activities once it has 
been granted that permission by the FSA 

2.5.3 

(I) The emphasis of this threshold condition is on the suitability of the firm itself. The suitability 
of each person who perfonns a controlled function will be assessed by the FSA under the 
approved persons regime (see AUTH 6 (Approved persons), IlSUP 10 (Approved persons) and 
FIT). In certain circumstances, however, the FSA may consider that the firm is not suitable 
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because of doubts over the individual or collective suitability of persons connected with the firm. 

2.5.7 

In determining whether a firm will satisfy and continue to satisfy threshold condition 5 in respect 
of having competent and prudent management and exercising due skill, care and diligence, 
relevant matters, as referred to in C1COND 2.5.4G(2), may include, but are not limited to whether: 
(5) the firm has made arrangements to put in place an adequate system of internal control to 

comply with the requirements and standards under the regulatory system (see oSYSC 
3.1 (Systems and Controls»; 

(6) the firm has approached the control of financial and other risk in a prudent manner (for 
example, by not assuming risks without taking due account of the possible consequences) 
and has taken reasonable care to ensure that robust information and reporting systems 
have been developed, tested and properly installed (see oSYSC 3.2.10 (Risk 
assessment»; 

Financial Services and Markets Act - fit and proper persons 

Section 59. - (1) An authorised person ("A") must take reasonable care to ensure that no person 
performs a controlled function under an arrangement entered into by A in relation to the carrying on 
by A of a regulated activity, unless the Authority approves the performance by that person of the 
controlled function to which the arrangement relates. 

(2) An authorised person ("A") must take reasonable care to ensure that no person performs a 
controlled function under an arrangement entered into by a contractor of A in relation to the 
carrying on by A of a regulated activity, unless the Authority approves the performance by that 
person of the controlled function to which the arrangement relates. 

(3) "Controlled function" means a function of a description specified in rules. 

(4) The Authority may specify a description of function under subsection (3) only if, in relation 
to the carrying on of a regulated activity by an authorised person, it is satisfied that the first, second 
or third condition is met. 

(5) The first condition is that the function is likely to enable the person responsible for its 
performance to exercise a significant influence on the conduct of the authorised person's affairs, so 
far as relating to the regulated activity. 

(6) The second condition is that the function will involve the person performing it in dealing with 

\ 

\ 

\ 

customers of the authorised person in a manner substantially connected with the carrying on of the \. 
regulated activity. 
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(7) The third condition is that the function will involve the person performing it in dealing with 
property of customers of the authorised person in a manner substantially connected with the 
carrying on of the regulated activity. 

Section 61. - (1) The Authority may grant an application made under section 60 only ifit is 
satisfied that the person in respect of whom the application is made ("the candidate") is a fit and 
proper person to perform the function to which the application relates. 

(2) In deciding that question, the Authority may have regard (among other things) to whether the 
candidate, or any person who may perform a function on his behalf-

(a) has obtained a qualification, 

(b) has undergone, or is undergoing, training, or 

(c) possesses a level of competence, 

required by general rules in relation to persons performing functions of the kind to which the 
application relates. 
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FSA Handbook of Rules and Guidance - Supervision Handbook (SUP), Section 10 (Approved 
persons): 

A "controlled function" includes, among others, the function of a director, a non-executive director, 
and a chief executive. Thus, every director, including a non-executive director, of a U.K 
"Authorised Person" (which includes a deposit-taking entity) must be an "Approved Person," i.e., 
he must be approved by the FSA and must meet the "fit and proper person" test. 

FSA Handbook on Fit and Proper Criteria for Approved Persons (FIT), Section 1.3: 

The FSA will have regard to a number of factors when assessing the fitness and propriety of a 
person to perform a particular controlled jitnction. The most important considerations will be the 
person's: 

(1) honesty, integrity and reputation; 

(2) competence and capability; and 

(3) financial soundness. 

In assessing fitness and propriety, the FSA will also take account of the activities of the firm for 
which the controlled function is or is to be performed, the permission held by that firm and the 
markets within which it operates. 

The criteria listed in FIT 2.1 to FIT 2.3 are guidance and will be applied in general terms when the 
FSA is determining a person ~ fitness and propriety. It would be impossible to produce a definitive 
list of all the matters which would be relevant to a particular determination. 

In determining a person's honesty, integrity and reputation, the FSA will have regard to matters 
including, but not limited to, those set out in oFIT 2.1.3 G which may have arisen either in the 
United Kingdom or elsewhere. The FSA should be informed of these matters (see DSDP 10.13.16 
R), but will consider the circumstances only where relevant to the requirements and standards of the 
regulatory system. 

FSA Handbook on Fit and Proper Criteria for Approved Persons (FIT), Section 2.1 -
Honesty, Integrity and Reputation: 

2.l.1G 

In determining a person's honesty, integrity and reputation, the FSA will have regard to matters 
including, but not limited to, those set out in oFIT 2.1.3 G which may have arisen either in the 
United Kingdom or elsewhere. The FSA should be informed of these matters (see DSDP 10.13.16 
R), but will consider the circumstances only where relevant to the requirements and standards of the 
regulatory system. 

2.1.2G 

In considering the matters in oFIT 2.1.1 G. the FSA will look at whether the person's reputation 

\ 



" 

might have an adverse impact upon the firm for which the controlled function is or is to be 
performed and at the person's responsibilities. 

2.1.3G 

The matters referred to in IJFlT 2.1.1 G to which the FSA will have regard include, but are not 
limited to: 

(1) whether the person has been convicted of any criminal offence; this may include, where 
relevant, any spent convictions under the Rehabilitation of Offenders Act 1974; particular 
consideration will be given to offences of dishonesty, fraud, financial crime or other 
offences under legislation relating to banking and financial services, companies, insurance 
and consumer protection; 

(2) whether the person has been the subject of any adverse finding or any settlement in civil 
proceedings, particUlarly in counection with investment or other financial business, 
misconduct, fraud or the formation or management of a body corporate; 

(3) whether the person has been the subject of; or interviewed in the course of; any existing or 
previous investigation or disciplinary proceedings, by the FSA, by other regulatory 
anthorities (including a previous regulator), clearing houses and exchanges, professional 
bodies, or government bodies or agencies; 

(4) whether the person is or has been the subject of any proceedings of a disciplinary or 
criminal nature, or has been notified of any potential proceedings or of any investigation 
which might lead to those proceedings; 

(5) : whether the person has contravened any of the requirements and standards of the 
regulatory system or the equivalent standards or requirements of other regulatory 
authorities (including a previous regulator), clearing houses and exchanges, professional 
bodies, or government bodieS <;>r agencies; 

. . 

(6) whether the person has been the subject of any justified complaint relating to regulated 
activities; 

(7) whether the nerson has been involved with a comnanv. nartnershin or other oreanisation 
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(10) 

(11) 

(12) 

(13) 

been connected with that organisation or within one year of that connection; 

whether the person, or any business with which the person has been involved, has been 
investigated, disciplined, censured or suspended or criticised by a regulatory or 
professional body, a court or Tribunal, whether publicly or privately; 

whether the person has been dismissed, or asked to resign and resigned, from employment 
or from a position of trust, fiduciary appointment or similar; 

whether the person has ever been disqualified from acting as a director or disqualified 
from acting in any managerial capacity; 

whether, in the past, the person has been candid and truthful in all his dealings with any 
regulatory body and whether the person demonstrates a readiness and willingness to 
comply with the requirements and standards of the regulatory system and with other legal, 
regulatory and professional requirements and standards. 

Section 2.2 Competence and Capability 

2.2.1 

In. determining a person's competence and capability, the FSA will have regard to matters including 
but not limited to: 

(1) whether the person satisfies the relevant requirements of the FSA's Training and 
Competence sourcebook (TC) in relation to the controlled function the person performs or 
is intended to perform; 

(2) whether the person has demonstrated by experience and training that the person is able, or 
will be able if approved, to perform the controlled function. 

2.2.2 

A person may have been convicted of, or dismissed or suspended from employment for, drug or 
alcohol abuses or other abusive acts. This will be considered only in relation to a person's 
continning ability to perform the particnlar controlled function for which the person is or is to be 
employed. 
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Section 2.3 Financial Soundness 

2.3.1 

In determining a person's financial soundness, the FSA will have regard to any factors including, 
but not limited to: 

(I) whether the person has been the subject of any judgment debt or award, in the United 
Kingdom or elsewhere, that remains outstanding or was not satisfied within a reasonable 
period; 

(2) whether, in the United Kingdom or elsewhere, the person has made any arrangements with 
his creditors, filed for bankruptcy, been adjudged bankrupt, had assets sequestrated, or been 
involved in proceedings relating to any of these. 

2.3.2 

The FSA will not normally require the candidate to supply a statement of assets or liabilities. The 
fact that a person may be of limited financial means will not, in itself; affect his suitability to 
perform a controlled function. 

France: The Banking Act 

Article 15 : 

Before starting business, credit institutions must obtain authorization from the Comite 
establissements de Credit et des Entreprises d'Investissement referred to in Article 29. The 
Comites _ establissements de Credit et des Entreprises d'Investissement shall verify whether the 
applicant undertaking meets the requirements laid down in Articles 16 and 17 of the present Act 
and the appropriateness of the undertaking's legal form to the activity of a credit institution. It shall 
take into account the programme of operations of the undertaking. its proposed technical and 
financial resources and the suitability of the persons investing capital and, where !I£lPlicable. their 
guarantors. 

The Committee shall also assess the applicant undertaking's capacity to achieve its 
development objectives in a manner that is compatible with the smooth working of the 
banking syStem and offers sufficient safety for its customers. The Committee may limit the 
authorization it delivers to the exercise of certain operations defined by the applicant's 
corporate purpose. (Act 99-532 of25 June 1999, Article 34) 
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Germany: Banking Act 
Section 32. Granting the licence 

(1) Anyone wishing to conduct banking business or to provide financial services in Germany 
commercially or on a scale which requires a commercially organised business undertaking requires 
a written licence from the Federal Financial Supervisory Authority. The application for the licence 
must contain the following particulars: ... 

5. a viable business plan showing the nature of the planned business, the 
organisational structure and the planned internal monitoring procedures of the 
institution; 

(2) The Federal Financial Supervisory Authority may make the granting of the licence subject to 
conditions which must be consistent with the purpose pursued by this Act. It may limit the licence 
to certain types of banking business or financial services. 

Section 33. Refusing the licence 

(1) The licence shall be refused if: ..... 

7. the institution is not prepared or not in a position to make the organisational 
arrangements necessary for the proper operation of the business for which it is seeking a 
licence. 

(3) The Federal Financial Supervisory Authority may refuse the licence if 

4. contrary to section 32 (1) sentence 2, the application does not contain adequate 
information or documents. 

Netherlands: Act on the Supervision of the Credit System 

Article 8 (1) 

An enterprise or institution established in the Netherlands and wishing to take up the business of 
a credit institution shall apply to the Bank for authorization. 

Article 8 (2) 

To permit the decision as to whether authorization as referred to in section 9 will be granted or 
not, the application shall contain information about: 

a) the number, the names and the past history of the persons who determine the day-to­
day policy of the enterprise or institution; 

b) the number, the names and the past history of the members of the supervisory board 
of the enterprise or institution or of the body of the enterprise or institution having a 
task comparable with that of a supervisory board; 
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c) the names and the past history of the persons who determine the day-to-day policy 
of the group of which the enterprise or institution forms part and who in that capacity 
also co-determine the day-to-day policy of the enterprise or institution; 

d) the names and the past history of the persons who determine or co-determine the 
policy of the group of which the enterprise or institution forms part and who in that 
capacity.also co-determine the policy of the enterprise or institution; 

e) the names of those who have a qualifying holding in the enterprise or institution, as 
well as the size of any such qualifying holding; 

f) annual accounts or an opening balance sheet, which shall be provided with an 
auditornoTMs report, signed by an accountant as referred to in section 393(1) of 
Volume 2 of the Civil Code; 

g) a programme of operations which the enterprise or institution intends to carry on; 

h) the envisaged administrative organization BO" including the financial accounting 
system and internal control; 

i) the formal and actual control structure of the group of which the enterprise or 
institution forms part, and 

j) if the enterprise or institution is a subsidiary or a branch of a credit institution not 
established in the Netherlands: a declaration from the supervisory authority of the State 
of establishment of that credit institution showing that this authority has approved the 
establishment of a subsidiary or a branch in the Netherlands. 

Article 8 (3) 

The Bank shall decide on the application within thirteen weeks of the date of receipt of the 
application. 

Article 9: 

Article 9 (1) 

The Bank shall grant the authorization, unless: 
a) the enterprise or institution does not fulfil the requirements provided for in or under 
sections 10 and 11; 

b) the Bank is of the opinion that the expertise of one or more petSOns who determine 
the day-to-day policy of the enterprise or institution is insufficient in connection with 
the pursuit of the business of a credit institution; 

c) on the grounds of the intentions or the past history, the Bank is of the opinion that, in 
view of the interests of the creditors or future creditors of the enterprise or institution, 
the trustworthiness of one or more Dersons who determine or co-determine the DOlicv 
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of the enterprise or institution, is not beyond doubt; 

d) the Bank is of the opinion that the expertise of one or more persons who determine 
the day-to-day policy of the group of which the enterprise or institution forms part, to 
the extent that in that capacity they also co-determine the day-to-day policy of the 
enterprise or institution, is insufficient in connection with the pursuit of the business of 
a credit institution; 

e) on the grounds of the intentions or the past history, the Bank is of the opinion that, in 
view of the interests of the creditors or future creditors of the enterprise or institution, 
the trustworthiness of one or more persons who determine or co-determine the policy 
of the group of which the enterprise or institution forms part and who in that capacity 
also co-determine the policy of the enterprise or institution, is not beyond doubt; 

f) without prejudice to the provisions of section 24, the Bank is of the opinion that, as a 
result of a qualifying holding in the enterprise or institution, the enterprise or institution 
is or could be subject to an influence contrary to sound banking policy; 

g) the report referred to in section 8(2), under f, is a report to the effect other than that 
the annual accounts or opening balance sheet give a true and fair view of the financial 
position of the enterprise or institution, or 

h) on the grounds of information as referred to in section 8(2), under f, g or h, the Bank 
is of the opinion that the enterprise or institution will not be capable of implementing 
its intentions or of meeting the requirements to be imposed on it on account of the 
supervision. 

Article 9 (2) 

The Bank may refuse authorization if it has reason to assume that the enterprise or institution has 
applied for authorization in order to evade the statutory rules or regulations pertaining to the 
supervision of the credit system in another Member State. 

Article 9 (3) 

The Bank may refuse authorization ifit is of the opinion that the formal or actual control 
structure of the group of which the enterprise or institution forms part is so lacking in 
transparency as to constitute an impediment to the adequate exercise of supervision on the 
enterprise or institution. 

Article 9 (4) 

The Bank may also refuse authorization if the enterprise or institution forms part of a group and, 
in the opinion of the Bank, the adequate exercise of supervision on that enterprise or institution is 
impeded by the legislation of a State not being a Member State that is applicable to a group 
company or natural person forming part of the group. 

Article 9 (5) 

If the enterprise or institution is a subsidiary or a branch of a credit institution not established in 
the Netherlands, the Bank may refuse authorization if it is of the opinion that the supervisory 
authority of the State of establishment of the foreign credit institution does not. or not 
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adequately, exercise supervision on a consolidated basis. 

Article 10: 

Article 10 (1) 

The day-to-day policy of a credit institution shall Qe determined by at least two persons. 

Article 10 (2) . 

The persons who determine the day-to-day policy of a credit institution shall carry on their 
activities in this respect from within the Netherlands. 

Article 10 (3) 

A credit institution which is a 'naamloze vennootschap' or a 'besloten vennootschap met beperlcte 
aansprakelijkheid' shall have a supervisory board as referred to in section 140 or section 250, 
respectively, of Volume 2 of the Civil Code, consisting of at least three members. 

Article 10 (4) 

A credit institution which is not a 'naamloze vennootschap' or a 'besloten vennootschap met 
beperkte aansprakelijkheid' shall have a body, consisting of at least three persons, having a task 
comparable with that of a supervisory board. 

Article 10 (5) 

The Bank may grant to a credit institution which is not a 'naamloze vennootschap' or a 'besloten 
vennootschap met beperkte aansprakelijkheid' and to which section 158 or section 268 of 
Volume 2 of the Civil Code is applicable, full or partial dispensation from the provisions 
contained in subsection (3) or (4) and attach stipulations to such dispensation. 

Licensing and Supervision Requirements· and Standards for Credit Institntions (Bank of 
Ireland) - http://www.centraibank.ieldocwnents/bsdILICSUP.pdf 

The Bank must be satisfied that: 

(a) directors and senior management exercise adequate control over the cri:di.t institution; 

(b) comprehensive risk management Svstems commensurate with the scope. size and complexity of 
all the credit institutions activities. including derivatives and associated risks. are in place. 
incorporating continuous measuring. monitoring and controlling of risk. accurate and reliable 
management infonnation SYstems. timely management reporting and thorough audit and control 
procedures; and 

(c) where the size or nature of the operations of the credit institution warrant it, a properly staffed 
internal audit function exists which has direct access to the board of directors or an appropriate sub­
committee of the board. 

3.2 A credit institution must satisfy the Bank, in regard to possible conflicts of interest arising in the 
conduct of different types of activity under its control, that adequate arrangements have been made 
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to protect the interests of its clients. All credit institutions will be required to comply with any 
prudential rules or codes of practice drawn up by the Bank in relation to their investment business 
in accordance with the EU Investment Services Directive (93/22IEEC). 

3.3 A credit institution should be aware of and monitor, on an ongoing basis, the risk to its business 
arising from its participation in payments and settlements systems and to take reasonable steps to 
minimise that risk. 

3.4 Where a credit institution is involved in a fiduciary capacity in the management of clients' 
funds, it should ensure that the possible risks to the credit institution arising from such activities are 
adequately assessed and provided for. 

3.5 A credit institution should maintain adequate fidelity guarantee insurance for all staff or make 
alternative arrangements acceptable to the Bank. 
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Legal Amendments for Risk-Based Supervision 



Memorandum "Amendments to law of Ukraine required for implementation of 
Risk-Based supervision" dated February 28, 2003 

SUMMARY 

The memorandum has been prepared by senior legal advisor Mr. Gary Gegenheimer and legal 
and economic specialist Mr. Yevhen Telychko and distributed to members of a small Task Force 
as well as to other relevant parties (including Mr. Novikov from the Legal Department and Ms. 
Romanenko from the Methodology Unit). 

The purpose of the memorandum is to provide comprehensive view on what changes are 
necessary in law of Ukraine for implementation of risk-based supervision and to serve as a basis 
for further discussion and for development of the specific strategy for making those amendments. 

It brings together major points and conclusionS made in previous memoranda on necessary legal 
amendments prepared during previous quarter, and raises some new issues. 

The preJiminary list of necessary legal efforts included in the conclusion of the memorandum is 
as follows: 

1) To ensure that amendments are made to Art. 17-19,39,40,45,69,73 of Law "On banks 
and banking activity" (BBL) in line with recommendations made by General Department 
of Bank Supervision (GDBS) in November - December 2002. 

2) To promote changes in laws of Ukraine which make judgement by the National Bank of 
Ukraine as to adequacy of risk-management and internal control systems in a commercial 
bank decisive for jUdges. In particular, it is important to make relevant amendments to 
Part 1 ofBBL Art. 73 "Enforcement Measures" as recommended in the memorandum. 

3) To make amendments to BBL Art. 39 authorising supervisory body (NBU) to require 
changes in composition of Supervisory Council. 

4) To make amendments to Art. 166-5 of Administrative Code of Ukraine increasing 
responsibility of bank's managers, including members of Supervisory Council. 

5) To develop and implement effective policy on risk-management systems (and systems of 
internal control) in banks (guidelines), taking into consideration recommendations given 
in the memorandum. 

6) To make some amendments to NBU Regulations #114 and #358 according to 
amendments to BBL. 

7) To make necessary steps to give a proper status to NBU Regulation #358 that will make 
it enforceable. 

8) To promote other changes in law that will ensure adequate quality of internal and external 
audit (as described in memorandum by Mr. Alex Kutsenko dated Feb 28, 2003). 

9) To review NBU Regulations #275 and #375 on registration and licensing of banks and 
make amendments as per recommendations on amendments to BBL. 

Business and Systems Aligned. Business Empowered." 



KOMY: 

BI,l(: 

,l(ATA: 

CTOCOBHO: 

r~·~ 
BearingPoint. _KNGC_ 

MEMO 

hUlHeHKO H.B., Ha'llllThHHKy YnpaBIIiHHs: 
crparerii, 1lJIaHyB!IHHlI Ta KOOP.D:IIHaIti'i 
HOBiKoBY B.B., 3!1C'l)'lIHHKY HalJlllILBllKa 
YnpllllJliImg II,l{OCKOHaneHHll 6amciBcLKOro 
3lIKOHO.l{aBC'IBIi Ta np<>qJiJIaKTHKH 6amciBcLKHX 
npasonopymeHL 
ITolKapcLKiH I.C., rOnOBHOM)' eKoHoMiCTy 
ynpllllJliImg iHcneKT}'BllBllJl 6amciB 
ITpHCJIlKeHKO 0., 3!1C'l)'lIHHKY Ha'llllThHHKa 
YnpllllJliImg MoHiTOPmrry BenHKHX 6amciB 
POManeHKo 1.4>. Ha'IanLHHKy YnpllllJliImg 
MeTO.l{Onorii 
YBapoBY K., Pa,n;mncy ronoBH IffiY 
Clla6ep C.B. 3acrynlmKy AHpeIcropa 
,l(enapTaMeHTy iHcneKT}'BllBllJl Ta MoHiTOPmrry 
6amciB 

repi rereHXaHMepa, CTapmoro pa.znmKa3 
wpH.!{H'IIDIX UHTaHL 
€areHa TeJIH'IKli, CneItianiCTa 3 WPH,A'f'lHHX Ta 
eKoHoMi'IHKX mrram. 

28 nIDTOro 2003 POKY 

3MiHH, He06xi.u;Hi B 3lIKOHO.l{aBCTBi Y KpaiBn .!\lIl! 
3aJIpoBMlKeHHll Harmr.ny Ha OCHOBi ortimcH pH3HKiB 

3MIH11, HEO])XI).J;HI B 3AKOHO~CTBI YKPAiIm,/tlm 3AllPOBAWKEHmI BAr.JlH,lJ;Y HA OCHOBI OII,IHKH PB3HKIB 
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-----------_._--_.-----

,[(mI 3anpOBa,lJ,iKeHIDI Har~ Ha OCHOBi ortirum pH3mdB '/I.Y'iKe IlIDKJIHBO 3a6e3ne'llITH HaJlBmCTb 
He06xiAHoro npaBOBoro nOM. lJmrne 3aKOHO~aBCTBO YKpaiIm Mae ~emd He~oJIiI(H, mO MOiKyTb 
6ym nepeInKO~OIO ~ ~OClII1IeHIDI !tiei MeTR. Y IU>OM)' MeMOPaHllYMi MH p03fJIllHeMO Id 
He~oJIiKH -ra 3anponOHYeMO IIIJIlIXH ixHLoro BHnpaBlIeHIDI. MH 30cepetJ;llMO CBOIO YBary Ha 
HacT)'IIHHX rany3J1X: 

1) BHMom mO~O HaJlBHOCTi eljleKTIlBHHX CHCTeM ynpaBlIiHHll pH3HKaMH B KOMepldmrnx 
6aHKax; 

2) I1paBOBe 3a6e3ne'leHIDI MO'iKJIHBOCri 3aCTOCYBaHHll3axo~iB BllJIHBY Ha 6aHKH Ta Ix 
KepiBHHKiB (BKJIIO'laroqJI qrreHiB CnOCTepe'JKHoi' PMH) Y BHn~y HeMeKBaTHOCTi CHCTeM 
ynpaBlIiHIDI pH3HKaMH; 

3) 30BHi.nmi.H -ra BHYTPilllHiH aY~T llK iHcTPYMeHT sa6e3ne'leHIDI MeKBaTHoCTi CHCTeM 
ynpaBniHIDI pH3HKaMH Ta ~emd nHTaHHll MOCKOHarreHIDI KOpnOpaTHBHoro ynpaBlIiHIDI; 

4) BHMom mO~O HaJlBHOCri ~oc'faTHix CHCTeM ynpaBmHIDI pH3HKaMH npH 1Iin;eH3YBaHHi. 

1. BHMom mO~O HaHBHocri eclJeKTBBHHX CHCTeM ynpaBJliHHH pmHKaMH Y KOMepniHHDX 
6aHKax. 

CT. 44 3aKony YKpaiHu "llpo 6auKH Ta 6aHKiBcbKY ,l\iHJlbUicTb" (3YEE;Z:O BHMarae Bm 
6aHKiB CTBopIOBam "nocriHHo ~iIoqnil: nmp03~ 3 IlH'faHl, aHarri3y Ta ynpaBmHIDI PH3HKaMH, 
mO Mae BmnOBmam 3a BCTaHOBJIeHIDIJIiMiriB mO~O OKpeMHX onepardH, JIiMiTiB PH3HKiB 
KOHrpnapTHepiB, KPa'iH KOHTpnapTHepm, CTpYKTYPH 6arraHcy BmnOB~O ~O pimeHb npaBJIiHHll 
(PMH ~KTOpiB) 3 nHTaHb nommKH mO~O PH3HKOBaHOCTi Ta llpH6yrKOBOCTi ~HOCTi 
6aHKY". AlUla CTaTTli TaKO'iK nepe~6aqae, mo "~ 3a6e3ne'leHIDI .l\o~aTKOBHX 3axO,lliB 3 MeTOIO 
ynPaBniHIDI pH3HKaMH 6aHKH CTBOpIOIOTb nocriHHo ,lIiIO'li KOMi-rem, 30KpeMa: 
1) Kpe~ KOMiTeT, llKHH mOMicllqJIo o!tiHIOe mdCTb aKTHBiB 6aHKy Ta ro-rye npon03m:di' 
mo.l\O ljIopM)'llaHHll pe3epBiB Ha nOKpRTTli MO'iKJIHBHX 36HTKiB Bm ix 3Helf,HeHIDI; 
2) KOMiTeT 3 nHTaH& ynpaBJIiHHll aKTHBaMH -ra nacHBaMH, llKHH mOMiCllqJIO p03f~ae 
co6iBapriCTb naCHBiB Ta npH6yrKOBiCTb aKTHBiB i npHiiMae pimeHIDI mOAO nommKH 
BmCOTKoBOI Map'iKi, p03f~ae nHTaHHll BmnOBi,l\lIOcri C'IpOKOBOCTi aKTHBiB -ra nacHBiB Ta HMae 
BmnOB~ nmp03~inaM 6aHKy peKoMeH.l\ardi' m0.l\O ycyneHIDI 
po36i'iKHocTeH y 'laci, mO BHHHKaIO'f&; 
3) TapHljIRHil: KOMiTeT, llKHil: mOMiCllqJIO aHam3ye cniBB~omeHIDI co6iBap-rocri nocnyr -ra 
PHHKOBOi' KOHK}'peHTOCnpoMolKHoCTi ,lIiro'lHX TapHljIiB, BmnOBmae 3a nommKY 6aHKY 3 nH'faH& 
onepauimrnx ~OXO,lliB. 
ElIHKH CaMOCriHHO BHpimyroTb i CTBOPIOIOTh opraHH ynpaBJIiHIDI ljIiHaHCOBHMH pH3HKaMH 3 
MeTOIO 3a6e3ne'leHIDI CnpIDITJIHBHX ljIiHaHCOBHX yMOB 3axHCTY iHTepeciB BKJIMHHKiB Ta iHillHX 
Kpe~piB." 

XO'la HaBiT& CaMa HaJlBHiCTh OKpeMoi' c-raTri, npHCBll'leHoi' IU>OM)' nHTaHHIO, CBm-T& npo Te, 
mO B YKpa'iHi p03nO'larrOcllljlopM)'llaHHll CHCTeM ynpaBmHIDI pH3HKaMH B KOMepniHHHX 6aHKax, 
HelIOmKaMH CTaTTi e: 

1) BmcymicT& BHMOr AO 6aHKiB mO~O HaJlBHOCTi BmnOB~ BHYTPimHix nOJIO'iKeH& no 
ynPaBJIiHHIO PH3HKaMH, md 6 .l\eTaJI&HO onHcYBaJIH nponec ynPaBJIiHIDI KO'JKHHM i3 PH3HKiB 
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y BWrOBimIOCTi i3 P03Mi.POM 6aJIKy Ta cryneHeM PH3HKOBaHoCTI HOro onepaniii, 
BKJIIO'IlUO'IH neBHi Kim.KicHi 06MelKeHHlI; 

2) Bi,zJ;Cymicn. 'linoi BK!l3iBKH Ha Te, II{O BayrpimHi nOJIOlKeHHlI II{O,l{O ynpBBJIiHHJI pH3HKRMH 
Maron. 6ym noro.l{Jl(eHi CnocrepelKHOlO pa.!\OlO6aHKy, a TaKOlK II{O CaMe 'IlIeHH 
CnocrepelKHoi pa.zm 0c06HCTO BWrOBi,zJ;aron. 3a CHCTeMy ynpaBJIilmJl: pH3HKaMH B 6aJIKy i 
P!l30M i3 KepiB~OM KOHIpoJIlOIO'l'b e4JeKTHBHicn. ii po6oTH. 

,lVIJl BHnpaBJIeHHlI ~ He,l{oniKiB po6o'la rpyna reHeplllThHoro ,l{enapraMemy 6amciBcbKOro 
HRrJIlI.l{y II{O,l{O BHeceHHlI 3MiH ,l{O 3aKoay "IIpo 6aHKH Ta 6amciBcbKY .zrigm,Hicn. " 
3anponOHyBaJIa HacryIIHy pe,l{llKI{OO '1aCTHBH nepmoi CTaTri 44: 

,,E1lBK CTBOpIO£ Bce6i'IH)' Ta 8J\eKBaTHy CHCTeMY yupaIIJIimIJ! pmHKllMll 1IJI1I BCTaIIOBJIeBHll, BHMipfoBaBHll, 
MoBiTOPDHIy Ta KOmpomo BCix pmmciB. 3 Idao MeTOlO B 6amcy CTBOPIOerLCl! nocril!Ho .IliIO'lHl! ni.opo3.llin 3 

mrram. ynpamrlHm! pmHKaMH, mo Mae Bi.znroBi.D.am 3a BC1'aHOBJIeHHli JIiMITiB mo,!{o OxpeMIIX onepa!liil, niMhiB 
pmmciB Kompnaprnepis, KpaiH-Kompnapmepis, JIiMiriB imnHx pmmciB, 38 poopoliKY npoI{ellYP ollimal, 
Bi.QCJIiKOB)'B3BHH T8 KOBTpOJlIO pmBKiB CTpYICIYPH 6aJlaHcy Bi.D;nOBi.D;nO ,!{O pimem. cnocrepezBoI p8.QB T8 
npamrlHm! (p8J\B .in!peKTOpis) 3 mrram. nOJIinnrn mo,!{o pmHKOBocri Ta npH6yncoBocri JtiJmI,Hocri 6am:y." 

KpiM TOro, 3anponOHOsaHi 3MiHH ,l{O CTaTri 39 "CnoCTepelKHa pa,na". 3oKpeMa, o.l{HiE:IO 3 
cpymcrtiH CnocrepelKHoi pa.zm 3anponOHOBaHO 3p06HTH "3aTBep.l{Jl(eHHlI BayrpimHix nOJIOlKeHHl> 
6aJIKy TIt KOMnJIeKcay CHCTeMy ynparuriHIDI pH3HKaMH, JIiMim pH3HKiB, TapHCPiKaIriIo 
6amciBcbKHX npo,l()'KTiB". 

Y 6inI>mocri 3axi,zJ;Jmx KpalH opramr HRrJIlI.l{y po3p06lll1IO'Th nOJIOlKeHHlI (CTaH.napTH), II{O 
BCTaHOBJIlOIO'l'b KOHKpeTHi MiHiMlllThHi BHMOra II{O.n;O CHCTeM ynpaBJIilmJl: pH3HKaMH, 
060B'JI3KOBi MJI BHKOHRHHlI 6amcaMH. , 

IIpHKJIa,naMH TaKHX nOJIOlKeHl> e:: 

I) IIoJIolKeHHlI Kaaa,nCbKoi KopnopaItiI CTpaxyBaHHJl BKJIa,niB "llpo CTaH.l{apTH e4JeKTHBHoi 
JtinoBoi TIt cpiHaacoBoi' npaKTHKH" (Canada Deposit Insurance Corporation Standards of Sound 
Business and Financial Practices By-law (SORl2001-299). 
http://lois,justice,gc,calen!C-3/S0R-2001-299/texthtml 

2) IIoJIolKeHHlI :QeHTplllThHoro 6aJIKy fOJIDaH.l{ll "Ilpo opraHi3aqiro TIt KOHIpoJIb" (Regulation on 
Organization and Control (Netherlands) 
http://www.dnb.n1Ienglish/e toeziehtlwet regelgeving/hbwtk/pdf/4201e.pdf 

3) IIoJIolKeHHlI N2 4 :QeHTpaJIbHOrO 6aJIKy qexii "IIpo ynpaBJIiHHJI: PHHKOBHM PH3HKOM Y 
6amcax" http://www.cub.even! iegislativaiopatreni/pdfla opa 4 2002.pdf 

4) IIOJIOlKeHHlI :QeHTpaJIbHoro 6aJIKy Typeq'lHHH "IIpo CHCTeMy BH)'Tpimm.oro KOHIpoJIlO Ta 
ynpasJIiHIDI pH3HKaMH y 6amcax" (Regulation on Banks' Internal Control and Risk Management 
Systems) http://www.fe.botm.edu.tr/internaIcontrol and riskmanagementdoc 

:Qi ,l{oKYMeHTH MicTJITh jjI( 060B'JI3KOBi BHMOra ,l{O CHCTeM ynpaBJIilmJl: pH3HKaMH Ta CHCTeM 
Bayrpinnn,Oro KOHIpoJIlO 6aHIdB, TaK i npOCTO peKOMea.n:aItiI. IIpH m.OMY HeBHKOHaBHlI 
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peKOMeH,ll;a!tiil: TaKO)l( BBalKa£1'bCli 03HaKOIO He,1(OCTaTHI>OIO YBarH 6aHI<Y ,1(0 BJIacHHX CHCTeM . 

ynpaBJIiHHll PH3HKaMH, m;o MO)l(e 6ym rrmCTaBOIO ,!(JIll 3acTOCYBaHHll rreBHHX 3axO.zdB ,1(0 6aHKY. 

HaniOHaJIbHHH 6aHK YKpaulH TaKO)l( Mae p03p06Hm BUm:OBizme rrOJIO)l(eHHll (CTaHAA1"""O npo 

CHCTeMH YnpaBJIiHHll pH3HKaMH (Ta CHcreMH BmpirrmLOro KOHTpOJIIO) B KOMenniiiHHX 6aHKax, 

m;o BCTaHOBJIIOBaTHMe MiHWaJIbHi BHMOm B rriH r!UIY3i lIJIlI KOMenniiiHHX 6aHKiB, Ta 

3a6e3rre'IHTH i'xHe BHKOHaHHll 6aHKaMH. 

2. npaBoBe 3a6e3ne'leHHII MO)l(JlHBOcTI 3aCTOCYBaBBli 3axo,1(iB BnJlBBY,1(O 6amclB Ta Ix 
KepiBHHIciB (BKJlIO'IaIO'IH 'IJIeHiB CnoCTepe)l(Boi PllJl:H) y BHH3,l(Ky Hea.neKBaTHOcTI CHCTeM 

ynpaBJliHuli pH3HKaMH. 

Qe iIIrnUIIIll e KJIIO'IOBHM ,!(JIll rr06Y,1(OBH eci>eKmBHOrO rrpaBOBoro rrOJIll ,!(JIll HarJIll,l(y Ha OCHOBi 

OniHKH pH3HKiB. ltr)l(e BalKJIHBO 3aKOHO,1(aBqO 3a:KpiIIHTH MexaHhM, 3a ,1(OnOMOroIO llKoro 

Ha!tiOHaJIbHHH 6aHK 3MO)l(e BHMaram Bm 6aHKiB HallBHOCri aoeK6amnux CHCTeM ynpaBJIiHHll 

pH3HKaMH Ta 3acTocoBYBam BmnOBizmi 3axOtJ;H BIIJIHBY Y BHnMKY Hea.neKBamocri TaKHX 

CHCTeM. 

"Y p33i nopymeHHll 6aHKl1MB a60 iHnmMH oc06l1MH, Bid MOlK}'Tb 6ym 06'tIcrOM nepeoipm lIaJ\iOHIIJILHOro 6aHKy 
YKPaiHH oi,zmoBiruIo l1,O HLOro 3aI<oay. 6anKiBCLKOro 3aI<OHOl1,aBCTBa, HopMaTHBHo-npaBOBIIX aKTm HamOHIIJILHoro 
6aHKY YKPaiHH a60 30iucHeHHJl pU3UK06UX onepaqiu, md 3uzpoOlC)'lOmb iHmepecQM 61(J1aOHWC;B qU imaux 
KpeOumopiB 6aHl<y, HanioHIIJILHHit 6aHK YKPaiHH 3l1,eKBaTHO B'lHHeHoMY nopymellHlO Mae npaso 3aCTOCysarn 
3aXO,nH BIDIHBytl. 

HaBiTh Taxa peJ];~ill Ha.nae nOBHOBalKeHHll H~iOHaJIbHOMY 6aHKY 3acToCOBYBam 3axOtJ;H 

BIIJIHBY J];O 6aHKY, llKm;O neil: 6aHK 3J];iii:cHIOe ''pmuKoeani onepallii; U/O 3azpo:JlC)'lOmb 
inmepecaM eKJIaonuKie 'IU inUlux Kpeoumopie 6aHT()l". 

Y rrpoeKri 3MiH ,1(0 3aKoay "IIpo 6aHKH Ta 6aaKiBCLKY .nillJILHiCTh" reHepaJIbHHH ,[{errapTaMeHT 

3anponoHYJIaB TaKY peJ];~iro QaCmHH 1: 

"Y p33i nopymeHHB 6aHI<aMH a60 iHmHMH oc06l1MH, lIid MOlK}'Tb 6yru 06'tIcrOM nepeoipm HaniOHIIJILHOro 6aHKY 
YKPaiHH Bi,zmooiruIo l1,O HLOro 3aI<oay, 6anKiBCLKOro 3aKOROl1,aBCTBa, HOpMaTHBHll-I1paBOOIIX aI<TiB 
lIaJ\iOHIIJILHOro 6aHKY Y KPaiHH, Biocymilocmi ~u HeaOI!KBamHOCmi cucme.MU jmp(J(JJliHHJl pU3U1<QMU a60 30iuCHeHHJl 
PU3UKOBUX onepaqiii, }/Ki 3uzpO:JIC)JlOmb iHmepeCQM BKJlaOHUI<iB qU imaux KpeOUmOpiB 6aH/<y, lIaJ\iOHIIJILHHit 
6aHK YKPalHH 3l1,eKBaTHO OQHHeHoMY nopymellHlO Mae npa60 3acmOCYBamu ynepeOJlc)f6Ql/bHi ma npUMYC06i 
3llXoOU 811J1U8)'". 

06H,l(Bi pe,1(~ii MaIOTh rrp06JIeMY, llKa crrocTepiraeThCli B 3aKOHO,1(aBCTBi BCix KPalH, m;0 

6YAYIOTh HarJIllJ]; Ha OCHOBi OniHKH PH3HKiB, a CaMe - HeBH3HaQeHicTh. HOpMaJIbHHM llBHm;eM e 

Te, m;o B 3aKOHax BizmoCHO CHCTeM yrrPaBJIiHHll PH3HKaMH B 6aHKax 38CTOCOByroThCli TaKi CJIOBa 

llK "J];oCTaTHi", "MeKBaTHi" i TaKe iHrne, llKi He MO)l(}'Th 6ym BH'lepIIHO BH3HaQeHi (Ta i He 

rrOBHHHi 6ym BHQeprraHO BH3Ha'leHi) B 3aKOHO,1(aBCTBi. XO'la 3a3BH'Iaii: rrOJIO)l(eHHll HarJIllJ];OBHX 

opraaiB e 6iJILrn J];eTam30BaHHMH (CTyrriBL ,l(eTam3arrii' MO)l(e 6ym phHOIO), xhmeBa oniHKa 

"JlocTaTHocTi" '1M "aneKBaTHOCTi" CHCTeM P06HTLCli 6aHKiBCLKHM HarJllIlIOM, rno a6coJIIOTHo 

BipHo. OtJ;HaK ne npH3BOtJ;HTh,1(O TOro, m;o 6aHKH QaOOM 3BePTaIOThCli J];O cy.n:y, 3BHHYJIaqyro'IH 
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HaI'lIJI,ZJ;Omm OpraH Y He06' €KTHBHocTI TIl He3lIKOHHocTI HOro BHMOr a60 38XO.ztiB, II{O 
BlKHBlIIOThCJI ,!{o 6amciB. Y 3axWmx KpaiiIax ~ npo6JIeMa mrrpoxy BTpa'lll£ CBOIO 
mcryam.Hicn., OCKim.KH cm IIOBHiCTIO IIOKJIa,nllIOThCJI Ha OmID TIl BHCHOBKH opraHiB 
HaI'JIJUIY. ToMy BHlIa,!{KH 3BepHeHHll 6amciB ,!{O Cy,!{y 3 ~ro IIpHBO,!{y 1p8IIJIlIIOTLCJI lICe piD;me. 
B YICpaiiIi., H8BIIaKH, n:e MOlKe 6ym nepelIlICO,!{OIO,!{JIlI no6Y,!{OBH e$eICTHBHOro HaI'JIJI,!{y Ha 
OCHOBi on;iHKH pH3mciB. 

~ BapimeHHII IdE:i upo6JIeMH peKOMeH.lQ'CFLC.a:: 

1) IIPH po3po6JIeHHi IIOJIOlKeHHll HEY npo CHCTeMy yrrpaBJIiHHJI pH3HK8MH 3po6HTH HOro 
JlKOMOra 6im.m KOHICpeTHHM II{OJ{O BH3Ha'leHHll 8,!{eKBamocTI CHCTeMH yrrpaBIIiHHl! 
pH3HK8MH, JlKa Mae 6ym B 6l11IKY. IIPH IILOMy 'liTKO BH3Ha'lHm, lI{o KiHn;eBHii BHCHOBOK 
(on:iHKa) lI{o,!{o 8,!{eKBamocTi CHCTeM yrrpaBIIiHHl! pH3HK8MH pOOHThCJI 6amciBcI.KHM 
HaI'lIJI,ZJ;OM HEY Ha OCHOBi He JIHlIIe THX ICpHTepiis, II{O HaBO,!{lfThCJI B IIoJIolKeHHi, aJIe TaKOlK 
3a imnHMH 'lHHHHKaMH, lIKi HEY MOlKe 6pam J{O YBarB, CIIHpaIO'lHCI. Ha CBm J{OCBm. 

2) IIpocysam TaKi 3MiHH B 38KOHax YKpaiiIH, II{O 3po6lIl1Th pimeHHll TIl ou.iHKH 
Han;iOHam.HOro 6l11IKY YICpaiiIH II{O,!{O 8,!{eKBamocTI CHCTeM yrrpasJIiHHJI pH3HK8MH TIl 
CHCTeM BHyrpimHwro KOHTpOJII06amciB BHpimam.HHMH,!{JIlI cy,!{,ztiB. BalKJIHBHM ICpOKOM B 
IILOMy H8rrpllMKY 6yJIO 6 BHeceHHll3MiH J{O qacmHH 1 Cr. 73 "3axoJ{H BIIJIHBy" 3aKoHY 
"IIpo 68HKH TIl 6amciBcI.KY ,!{iJIJII.Hicn." 3 BHKJI8,!{eHHJIM IT B TaKiH peJ{aKIIii: 

. ''Y pa3i nopymeHHJI 6aBKl1MH a60 iHnmMH oco6l1MH, lIKi MOlK}'Th 6yrn o6'eKTOM nepeBipKH Ha!liOlIam.Horo 6am:y 
YKpaiHH BiJJ;nOBi.zmO J1.0 Il;LOro 3aK0HY. 6amdBCLKOro 38KOHOJ1.aBCTBa, HOPMaTHBHo-npaBOBBX aKTiB 
HmtiOHaJlLHOro 6am<y YKpaUm, 6wcymHocmi ~u. 3 mo~KV 30pv HayiOHaJlbHOZO 6!lHK\! YKIJIlfHu. HeaOl!K8aJ11Hocmi 
cucmeMU ynpa8J/iHIIJ! pu3U1<QMU a60 30iiiCHeHIIJ! pu3UK0flUX oneptll/iii, HKi 30i!J1001CY10mb iHmepecaM 1lIOU1iJHUKi8 
~U iHtaUX r<peiJumopiB 6aH/<y, HtlI/iOHaJlbHuU 6QHK Yr<pafHu aOeK6amHO ~UHeHOMY nopytaeHHlO Mae npl180 
3acmOCY8amu ynepeO:JfCY8aRbHi ma 11pUMJ'c06i 3OXOOU ennusy, ,YO BiH 88Q:JICamUMe aocmanmiMu OM mmpas.feHHR 
nOpYUleHb a60 HeOoniKis" 

BmnOBmnO J{O n.14 KJIIO'IOBHX IIpHHIIBlliB e$elCTHBHoro 6amciBCI.KOro HaI'JIJI,!{y Ba3eJThCI.KOro 
KOMirery, OpraH HaI'JIJI,!{y IIOBHHeH Mam 38KOHO,!{aB'IO 38KpinJIeHi IIOBHOBalKeHHll BHMararH 
3MiH Y CKJI8.l{i P8.l{H 6ll11KY TIl IIpaBJIiHHl! (JIICIIIO BOHR He M8KYIL He06xi.nHoi KBaJIi$iRanii 
BmnOBmnO J{o MacillTa6iB TIl xapaICTepy ,!{iJIJII.HocTI 6l11IKY a60 He MOJKyTh pearysam Ha 3MiHH 
napaMerpiB PH3HKY 6l11IKY i Ha 30BHimHi PHHKOBi 3MiHH). AmI BHKOH8HHJI ~ro IIpHBIIHUY 
po60'18 rpyna r,lJ;BH 3 IIRTaHJ, BHeceHHll 3MiH J{O 3aKOHY "IIpo 68HKH TIl 6amciBcI.KY 
,rr.iJIm.Hicn." 3anponoHysaJIa ,!{o,!{aTKOBY '1acmHy 5 J{O CTIlm 40 "BHKOHaB'IHH OpraH 6aHKy", 
BHKJIaBlllH IT B TaKiH peJ{aKIIii: 

,,HanjOHaJlLHHit 6aHK YKpaiHH Mae npaBO BHMararn 3MiD y CKlIanj np8BJIiHHJI (paJJ.a JJ.HpeJcrOpiB) 6aHKy, JIKiJlO 
BBaJKaTHMe, II{O J1.ellKi 3 l!oro 'IJIeHiB nepecnum BiJJ;noBiJJ.arn BHMOraM Y 3B'DKY i3 3MiBaMH po3MipY 6am:y, 
OcOOlIHBOCTel! l!oro ,u,iJun,HocTI, 36im.meBHJ!M pmm<y l!oro ,u,iJun,HocTI, a60 3Ha'IHHX 3MiII YMOB Ha PHHKY." 

rrm'lac 3aci,zJ;aHI. p06o'lol Ipynn TaKe caMe IIOJIOlKeHHll IIepe,!{6a'laJIOCJl i y Cnrrri 39 
"CnoCTepelKHa p8,!{a". OJ{HaK, B 0CTaT0'IHiH Bepcii rrpoeKTy 3MiH ~ iH$opMan;iJI 'IoMyCI. 6yJIa 
Brpa'ieHa. 

Y 3B'JI3KY i3 IIHM J{O CTa'ITIO 39 rpe6aJ{oJ{am '1acmHy 6, BHKJIaBlllH IT B TaKiH peJ{aKIIii: 
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,,HauiOHaJII>BHit 6aHK YKpalHH Mae npaBO BBMlII'lIm 3MiH y cKlIll.lti CnoCTepellUloi p!!l!!! 6amey, lIKInO BBaJI<aTHMe, 
11\0 .IIellKi 3 Ii 'lJIeHiB nepeCTaJUI Bi)nIoBi.l\am BHMOraM Y 3B'lI3KY 3i 3MiHaMH po3Mipy 6amey, oco6J1HBOCTeil 1I0ro 
)IilmI,BOcTI, 36im.meHHllM pB3HK)' 1I0ro )IilmI,BocTi a60 3Ha'IHHMH 3MiHaMH yMOB Ha PHHKY." 

KpiM TOro, 'IJIeHH CnoCTepe)l(Hoi pa,llH 6aHK)' nOBHHlIi HeCrn OC06HCT)' Bi.D;rroBi.D;aJILHien. 3a 
mOen. CHCTeMH ynpasJIirurn pH3HKaMH Ta CHCTeMY BuyTPimm.Oro KOHTpOJIIO B 6aHK)'. ,z:{ruI 
£(boro 6alKaHO BHecrn ,!IeJlI<i 3MiHH,!IO A,zJ;MiHiCTpaTHBHOro KO,!leKCY YKpallm. tfmma pe,I\aKll;ilI 
Cram 166-5 AKY nepe,!l6a'llle HaKJIa,I\aHHlI mTpa4>y Ha KepiBHHKiB 6aHK)' (3ri.I\HO i3 3aKOHOM 
"TIpo 6aHKH Ta 6aHKiBCLK)' .ztiHm,HiCTL" KepiBHHKaMH 6aHK)' e TaKO)K,'lJleHH CnOCTepe)l(Hoi' 
Pa,llH) "3a nopymeHHJI 6aHKiBcLKoro 3aKOHO,!lasCTBa, HopMaTHBHo-rrpasOBHX aKTiB 
HaItioHaJILHOrO 6aHK)' Y KpalHH a60 3,IliiicHeHIDI PH3HKOBHX onepartiii, mO 3arpOlK)'lOTL 
iHTepecaM BKJllI,!\HHKiB 'IH iHillHX Kpe,I\HTopiB 6aHK)'''. P03Mip mTpa4>y BCTaHOBneHHii: Ha piBHi 
Bi,Il50 ,!IO 100 HeOnO,!laTKOBaHHX MiHiMyMiB ,!Ioxo.IIiB rpOMa,l\lIH, T06TO Bi,Il850 ,!IO 1700 rpHBeHL. 
CyMuiBHO, mo6 TaKHii: P03Mip mTpa4>y 6ys eepii03HHM CTpHM}'IO'IHM 4>aKTOPOM ,I\JIlI nopymeHL 
3 60K)' KepiBHHKiB 6aHK)'. Y CnOJI)"IeHHX IliTaTaX,,I\JIlI nopiBHJIHIDI, P03Mip mTpa4>y Ha 
oco6HCTeMaiiHo 'IJIeHa CnOCTepe)l(Hoi' pa,llH 6aHK)'MO)Ke clII'arn MinLiioHiB ,!IOnapiB. 

3. BuyrpimBiii TR 30BBimBiii RYABT HK iBcrpYMeBT 3R6e3ne'leBBJI ll)I;eKBRTBoeri CBCTeM 

ynpR8JliHBH PH3HKaMB Ta AeHId nHTRHBJI KOpnOpRTBBH::;o::.:r:"o:.., YII=P<oIR=BJIlH==' :::HJI=.'--______ --' 

Bi,IlrroBi.I\Ho ,!IO BUMor ,!IOKYMeHTIB Da3eHLCLKOro KOMiTe'ryi, BHYTpimHiii: aY.IlHT 6aHKY nOBHHeH 
IIHnLHO cJIi,u;KyBaTH 3a CHCTeMOIO ynpasniHHll pH3HKaMH B 6aHKY Ta O~iHIOBaTH ii a,neKBarnicTL. 
BiB Mae nOBi,IlOMJIJITH CnoCTepe)KHiii pa,ni Ta TIpasIDHHIO 6aHKY npo Bci BWlBneHi rrpo6neMH 
(BKnIO'IaIO'IH nOTeH~), He,!loniKH Ta 3aHenOKOeHIDl. CnOCTepe)l(Ha pa,na nOBHHHa Qepe3 
KepiBHHKiB 6aHK)' 3,IliiicHIOBarn KOpmyBaHHlI CHCTeMH yrrpaBniHHll pH3HKaMH Bi,IlrrOBi.I\HO ,!IO 
peKOMeH.I\artiii BHyTpimm.oro ay.I\HTY. 3 iHlloro 6oK)', 30BHiirruiii: ay,I\HT, Bi,IlnOBi.I\HO ,!IO BUMor 
MilKuapo,I\HHX CTaH.I\apriB ay.I\HTY Ta ,!IOKYMeHTiB Ba3eHLCLKOro KOMiTeTY, Mae nepeBipJITH 
mOen. po6om BHYTpimHLoro ay.I\HTY mo,!lO CHCTeMH ynpruiniHHJI pH3HKaMH Ta ,!IonoBi,IlaTH rrpo 
Bee CnoCTepe)l(Hili pa,zti. CnOCTepe)l(Ha PaM Mae po6UTH Bi.IlnOBi.I\Hi KpOKH, mo6 nonirrmHTH 
CHCTeMY BuyTPimHLOrO KOHTpOJIIO Ta CHCTeMY ynpasIDHHJI pH3HKaMH. 

Y 'lHHHiii: pe,!l~ii 3aKouy "TIpo 6aHKH Ta 6aHKiBCLKY .IliJInr,HiCTL" (CT.45) BuyTPimHiii: aY.IlHT 
nOKH mo e "OpraHOM onepaTHBHOrO KOHTpOJIIO npa6J1illllJl 6aHK)''', a He iioro CnoCTepe)l(Hoi' 
Pa,llH. KpiM TOro, cepe,!l 4>~iii BuyTPimHLOro ay.IlHT)' o~iHKa CHCTeM ynpasniHIDI pH3HKaMH 
6aHK)' He 3ra,nyeTLClI. 

,z:{ruI BHrrpasneHHlI ~ Ta iHmHX He,!loniKiB po6oQa rpyna r,ll;BH 3 nHTam. BHeCeHHJI 3MiH ,!IO 
3aKouy "TIpo 6aHKH Ta 6aHKiBCLKY .IliJInr,Hien." 3arrpononyBana TaKY pe,!l~iro CTam 45: 

"RaHIm CTBOpIOlOTb cJIYlK6y BnyrpimHbOro ay.n;my, lIKa e opranoM OnepamBBoro KOBTpOmo cnoCTepellUloi P!!l!!! 
6amey. TIpauiBHHKB CJIYlK6B Bnyrpinnn.Oro ay.n;my Be MOlKyn. 6ym 'lJIeHaMB BHKOHaB'IOro oprany 6aHK)'. 
CJM!(6a BuymimHLoro aymny ninnOpl!l!KOBYeTLCli cnoCTepelKBili oW 6am TIl 3Birve nepe1! HelO. llie Ba 
ninCTaBi nonOlKeHHlI. 3aTBeplllKeHoro cnoCTepelKHolO panolO. 

ClI)'lK6a BnyrpimHLoro ay.n;my BHKouye TaKi 4JYHKQii: 
1) 3a6e3neqye He3anelKUY oQiHKY aAeKBaTHOCTi 3anpoBaI!)[(eHOI nonirnKH TIl MeTO.I\HKH .IIilIJu,BOCTi Gamey; 

1 30KpeMa, "BnyrpimHili aY.llHT Y 6aHKax TIl Bi)J.HOCIIHB HamlllloBoro oprany 3 ayl!HT0PaMH", cepneHL 200 I pOKY. 
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2) 3.1dliCmoe HarJlJl,ll3a nOTO'lHOIO itiJun,Hicno oam<y; 
3) KOHIpOmoe )101pBMIIlIHlI 3aKoHiB, HopManmHo-npaaoBHX 8K'riB HaItiOHalll>HOro 6am:y Y!!p8iHH Ta pimem. opraHiB ynpaBllimm oam<y; . 
4) HarJlJl,llae Ta nepeBipJle pe3yJII>TaTH nOTO'lHoi q,iHaHcoBoi I\iJJm.HOCTi 6am:y; 5) 3lJiitcmoe oqimsy CHCTeMH mpaBllimm J!H'Um!MR; 
6) lIBllJIi3ye mq,opMrumo Ta Bi.I\OMOCTi npo I\iJJm.HiCTL oam<y, npoq,ecil!Hy .ztiam,HiCTL ii npaItiBHHKiB, BJIIIalI)tH nepeBBlI{eHHJI nOBHOBIDKem. nOCll,1J,OBHMH oco68MH oam<y; 
7) HllJIae cnOCTepell<1rili pam Ta npaBJIiHmo (Pam AHpeI<I'OpiB) BHCHOBm Ta nponoomtii 3a pe3)'JlLTaTaMH nepeaipoK - .l\IDI 3.1dlicHeHHJI OnepaTHBHoro KOH1p01llO; 
8) nepeBipH€ anekBaTHicn, CHCTeMH BlWIpiInH&oro l(oHTOOJllQ 6amcv !!MT!!ml Bi1lM!!Ramno KOmtiB. OTmW8Tfi1! 3JI0'!!!!!!!!!M 1IIJIl!X0M. Ta OaHKiBCLKOM)' !!!l!lQlallcmy: 
9) iHmi q,ymmii', nOB'JI3aHi 3 HarJlJl,llOM Ta KOHIpOJleM 3a I\iJJm.Hicno Oam<y. 

CnylKoa BJIYlllimm.Oro ay.znny Mae npaao Ha ooHalIOMJIeHHJI 3 ycieIO )10KYMeHTaJtieIO 6am:y Ta HaI'JIJIIl 3a l\iJIm,Hicno oYI1L-JlKoro niJlp03Jtiny oam<y. CnylK6a BJIYlllimm.oro ayJ1Hl'Y ynoBHOB8Jl<eHa BHMaraTH llHCLMOBi nOJlCHeHHJI Bi.I\ oKpeMIIX n0C8)10BHX acio oam<y 1I\0J(O BlIlIBJIeHBl{ He)1oniKiB y po6ori. lCaH.u.Hil81YPa KepiBHHKa CJIyJK6H BJIYlllimm.oro ayJ1Hl'Y noro.l\lKYeTl>CJl3 HaItiOIl3J1LIIBM OaRKOM Y!!p8iHH. 

CnylKoa BJIYlllimm.Oro ayJ1Hl'Y He Hece Bi.l\nOBi.l\aBr.HOCTi i He Mae IIJIa,t{HIIX nOBHOBIDKem. IIl0)10 onepauil!. 38 lIKHMII BOHa 31tilicHIOe ay.mrr. 

CnyJIc6a B!WIpimm.Oro aynmy Hece BinnoBiqam.HiCTL 3a OOcJII'H Ta 1I0CT0BioHiCTL 3BirlB, JJKi UOl!3!OThCJ! cnocrepelt<Hil! pam mOllO IIH'1'8HI>, BiIlHeceBHX 1I0 ii KOMnerennii, BH3Ha'leHBl{ !I!!M 38KOHOM 

IIpaIliBHHKH CJIylKOH BJIYlllimm.oro ayJ1Hl'Y npH npH3Ha'leHHi Ha nOC8J1Y )1aIOT1> UHCLMOBe 306oB'lI3aHHJI npo Hepo3I'OJIOmeHHJI iHq,opMaItii 11\0)10 .ztiam,HOCTi OaHKY 1'8 30epeJl(eHHJI OaHKiBCLKOi 1'8ewnmi Bi.l\nOBiIlHo )10 BHMOr maaH 10!{LOro 38Koay." 

Biz\IIOBwn 3MimI TaKO)K 6y~ IT(rrpi6Hi B IIoCTaHOBi lffiY N2114 " IIpo 3lmIep~eHBJI IIoJIo)KeHBJI npo op~ BH)'TpinmJ,Oro ay.zwry B KOMepuiIDIHX 6aHKaX YKpaimI" . 

l:mImM BalKJIHBHM MOMeHTOM E: npaaoBiilI: MexaHi3M, 1II0 ,!{03BOJIJIE: BHMaraTH Bm cnocrepelKHoi PlI}{H Ta npaaJIiHBJl6am<y BHKOHaHBJI peKOMeH}{auiH ay.u;my. 
Y IU>OMy Bi}{HomeHHi IIoCTaHoBa lffiY J.fu3S8 "IIpo 3aTBep~eHBJI Mero.!Ui'illliX BKa3moK 1II0,!{o 3acTOCYBaHBJi CTaH.ll:apriB BH)'TpinmJ,Oro ay){llTy B KOMepuiihmx 6amcax YKpaiim" BH3Ha'I8.£, 
m;o: 

"8.25. IIiCJIJI npoBe)1eHHJI nepeBipm BJIYlllimHi aY.!lHI'OpH nOBHHHi KOH1p01llOB8TH CTaHOBHII{e B 6am<y IIlOJlO BHllpaBJIeHHJI BlIlIBJIeBHX i 3a3Ha'leBHX B aY.!lHI'OpcLKOMy BHCHOBKY nopymem., a TaKOli< BH3Ha'IHIH MOll<l!HBe npllliHwml Ha ceDe IIpaBJIiHHllM a60 P8)10IO oaHKY pH3HKJ He:JaCTOCYB8lIIL Bi.l\nOBi.I\HHX 38X0)1iB. 8.26. IIo)1am.nmlI KOmpom., lIKIIit npoBOJ1HILCJl BJIYlllimHiJ.m ay.mrropm.m, ne - BCTaHOBJIeHHJI 8)1eKBaIHocri, eq,eKTHBHOCTi 1'8 CBO£'laCHOCTi 38XoHiB, 11\0 BJKIIS8I01'LCJI KepiBHHl{TBOM oaHKY y 3B'JI3KY 3 BHl<JI8)1eBIIMB B aY.!IHI'OpcLKOMy BHCHOB",), 3aysall<eHHJIMH BHyIpinmix Ta 30BHinmix aymrropiB. 8.27. Bi.l\nOBi.I\am.HiCTL 3a nOJlam.nnm KOmpOJIL nOBmma BH3HaQarnCJI B IIOJIoJl(eHHi npo CJIyJK6y BJIYlllimm.oro ayJ1Hl'Y 0aHKY. 
8.28. KepiBHHKH o!!!!KV Heem Bi.l\noBinam.HiCTL 3a BJKJm'lI38XO$ mono YcyHeHHJI nopymem.. 3a3HaQeBHX B aYJIllTOpcLKoM)' BHCHOBKY. KepiB1I1II( CJIyJK6H BJIYlllimm.oro ayJ1Hl'Y oaHKY 31tilicHIOe Bi.l\nOBiJlmdt kOmpom.. 8.29. KepiBHHl{TBo OaHKY Mae npaao B3JITH Ha ceDe PH3HK i Bi.l\MOBHTHCJI BJKHB8rn Bi.l\nOBi.I\HHX 38X0)1iB 11\0)10 BHKl!8J1eBHX B aY.!lHI'OpcLKOMy BHCHOBKY q,aKliB Y 3B'JI3KY 3 Bel1IIl<HMH BlITpaTaMH Ha Ix npoBe)1eHHJI aDo iHmHMH MipKYJl3llHlll>l1L B TaKOMy p83i KepiBHHK CJIyJK6H BJIYlllimHLoro ayJ1Hl'Y nOBi.I\OMlllle npo ne pimeHHJI P8J1Y oam<y. 8.30. AellIci BHKlIaneHi B aY.!lHI'OpcLKoMy BHcaoBKY He)1onim MOlk}'TI> oyrn HacTim.m BalICJIHBHMH, 11\0 BHM8!'BrIIM)'Tb B~ KepiBHHKiB oaHKY Heral!BHX .!til!. BJIYlllimHi aY.!lHI'OpH 3000B'JI38Hi 1pHM8TH T8Id cmyanll ni.II OCOOlIHBHM kompOJIeM. 
8.31. Jbano KepiBHHk cJIylKoa BJIYlllimm.oro ayJ1Hl'Y nepeKoaaHHli, 11\0 IIpaaniHHJJ i Pana oaHKY BlKiIB8IOTL 
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,II0CTaTHix 33X0/tiB ,I\JIJl ycyaeHHlll\l1lKTiB nopymeHb, TO no,l\3JlLlllIlli KOmpOlIb 3,11iilCIIIO€'I'bCli B PaMKax Hacrymmi 

aYilHTOpcbKOi nepeBipKH. 
8.32. P03POOKa rpal\liKa nO,llalIbliloro KOIlTpOJllO nOBHHHa ouysaTHCli Ha nepe,llOaqeHHX pmHKax, a TIlKOlK Ha 

crynew CI<lIa,llHoCTi TIl BalKlIHBOCTi I\lIlKTiB BIDIBJleHHX nopymeHb. 

8.33. KepiBHHK CJIYlKOH BHYTPimHDoro ay,llHl)' ,I\JIJl npoBeneHHll nO,llalIbliloro KOmpOJIlO nOBHHeH: - BCTaHOBIITH 

qac, llKHiI WlTpiOeH Ha ol'pHMaHIIll Bi,llnOBi,IIi Bi,II KepiBllllKiB ni.lIpo3,11iniB OaHKY mono ycyseHHll BHllBlIeHHX 

HenolIiKiB; - p03rlIllHYTH Bi,llnOBi,IIi KepiBHHKiB ni,IIpo3,11iniB, mo nepeBipJIIOTI,ClI; - npOBecrn y pui n01'peOH 

nOBTOpHY KOmpOJThHY ay)J,HTOpcbKY nepeBipKY." 

XO'la T)'T 'liTKO BH3HaqaE:ThClI, m;o "KepiBIIHKH 6amcy HecyTJ> Bi.z:\nOBi,n;aJlbHiCTb 3a BlKHTrll 

3axO,niB m;OAO ycyrreHHll nopymeHb, 3a3HaQeHHX B aymrropcbK0M)' BHCHOBKY", np06neMa 3 UHM 

AOKYMeHTOM nOJIJITae B TOM)', m;o BiH Mae riJIbKH peecTpartiro ffimiOHaJlbHOrO 6amcy i HiKOJIH He 

6ys 3apeeCTpOBlllmi! MiHiCTepcTBOM IOcnmji. Bi,n;noBi,n;Ho, TYT MOlK)'Tb BlfiIHKIIYTH Aero 

np06neMH i3 npHM)'myBaHHllM 6amciB BHKoHysaTH BHMOrH, BHKJIa,lIeHi B AOKYMeHri. 

BiAnoBi.n;Ho AO QacTHHH 4 Cr. 14 3axoHY "I1po aYAHTOpcbKY .ztilIm,HicTb B YKpalHi", 

"3aTBep)J.)KeHHlI HOpM i cTlIH,!J;apriB aYAHT)' e BHKJITOqRHM npaBOM AYAHTOPCbKOi nanaTH 

Y ICpaiHH". CaMe UHM nOliCHIOE:ThCli He6IDKaHHlI MiHicrepcTBa IOcTHI\ii peecTpysarn neD: 

AOKYMeHT, lIKHH no cyri e "CTaHAaPTaMH aYAHT)' AJIlI6aHKis". 3 iHmoro 6oKY, AYAHTopcbKa 

nanara YKpaiim TaxOlK He):(ylKe 3~iKaBJIeHa y peecTp~ii nboro nonOlKeHHll OCKiJIbKH BOHO 

Bi.n;HOCHTbClllI.o "BH)'TpimHDOro ayAHTY", a 3axOH "I1po aYAHTopcbKY .zrilIm,HicTb B YKpalHi" 

B3arani BHYTpiIllHiii aYAHT He 3ra,!lye. BiH no cyri e 3axOHOM npo 30BHimHiii aYAHT. 

Y 6YlIh >IKOMV BHnanKy, Ipe6a 3HaHTH BHpimeHHlluiei rro06neMH Ta HalYaTH I1oCTaHOBi N2358 

HanelKHHD: CTanC. 

,l{mi BHIIpaBneHHlI AellKHX HeAoniKiB, nOB'lI3aHHX i3 30BHimHiM aYAHTOM, po60Qa rpyrra r.zu;H 
3 nHTaHb BHeceHHli 3MiH AO 3axoHY "I1po 6aHKH Ta 6aHKiBCbKY AOOn,HiCTb" 3anponoHYBana 

HacT)'ITHY peA~iro QacTHH 8-10 Cram 69: 

,,AYilHTOPCbKa nepeBipKa OaHKY 3,11iilCIIIO€'I'bCli BinnoBinHo 11.0 ,rilKHaOO!!H!!X CTaH.!!apTiB ay.nmy aYilHTOpCbKOIO 

l\liPMolO, JIKa Mae cepTHq,iKaT Han,iOHaJThHOro oaHKY Y KPaiHH Ha aYilHTOpCbKY nepesipKY OaHKiBCbKHX yCTaHOS. 

3a pe3YJThTIlTaMH ay,llHTOpCbKOi nepeBipKH CKJIa,IIa€'l'bCli aYilHTOpcbKHil3BiT, lIK1IiI Mae Micrnm: 

\) OaJIaHC (3 ypaXYBaHlllIM n03aOaJIaHCOBHX 3000B'1I33Hb); 

2) 3BiT npo l\liHaHCOBi pe3ylIbTIlTH; 

3) 3BiT npo pyx rpOIllOBHX KOmTiB; 

4) 3BiT npo BJIacHHiI KaIliTaJI; 
5) npHMiTKH ,110 3BiTiB; 
6)TaoJIHJW C1'pOKiB aKTHBiB TIl nacHBiB; 

7) iHl\lopMau.llo C'TOCOBHO .p0PMYBaHIIll pe3epBiB, craTYTHoro TIl perylIllTHBHoro KaniTaJIY, iX 11.ocrarnocTi; 

8). iHl\lopMalliro C'TOCOBHO 3,IIeK3arnoCTi oyxrarrrepCI>KOrO oOlIiKY, PHCTeMH BayrpiWHbOro KOHIPOJIlO. craRy 

pooorn CJIylKOH BayrpilllHbOro aynmy TIl CT3Hy CHCTeMH ynoasniHHl! pmHKaMH; 

9) BHCHOBOK npo Te, qH Bi11.ooPalKYe H3J1.aHHiI OaHKOM l\liHaHCOBHli 3BiT /liilcHHill\liHaHcoBHli craH OaHKY. 

liaHKll, aYilHTOpcbKi BHCHOBKH TIl3Bim liKHX He Bi,II06paa<;3IOTh,llii!CHHit l\liHaHcoBHil CTaH, 3000B'lI3aW npOBO,ll1ITH 

nOBTOpHY aY,llHTOpCbKY nepeBipKY iHmOlO aYilHTOpCbKOlO ¢iPMOIO 3a BHMOrolO HauiOHaJIbHOro OaHKY YKPaiHH. 

HaniOHaJIbHHilOaHK Mae npaso n030aBHTH aY,llHTOpa cepml\liKaTII Ha aYilHTOpCbKY nepeBipKY OamdB." 

Ui 3MiHH, 30KpeMa, A03BOJIllTb BHMaraTH Bi,n; 30BHiIllHix aYAHTopiB npH)timrm 6iJIbmy ysary 

CHCTeMaM ynpaBJIiHHlI pH3HKaMH B 6aHKY ra CTaHY p060TH CJIYlK6H BHyTpiIllHboro aYAHry, 
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TaKHM 'lHHOM, nicJIJI BHeceHHll BKlI3aHHX BHIIle 3MW y Cr. 45 TIl 69 3aKOHY "llpo 6aHKH TIl 
6amdBc1>KY ,niJun,HicTI," TIl HlI,!{aID. HaJIenoro CTll1YCy IIOCTllHOBB: 1&358, HaltioHllJIbmm 6aHK YKpailm MaTHMe MOlKJIHBicn. BHMaram Bi.z\6amdB 1) nimBimocTi crryE)u BllYIPimm.oro ay.zurry 6aHK}' CnoCTepelKHiH pa,zd; 2) o6oB'J13KOBOi nepeBipm CUCTeM ynpaBJIiB:ru! pH3HKaMH 6aHK}' BHYIPinmiMH TIl30BBimHiMH aymrropaMH (h BKJUO'leHHJIM Bi.z\nOBi,mmx P03.ztiniB J(O aymrropc1>KHX 3BiriB); 3) nepeBipm clI}')K6u BHYIPimm.oro ayltKIY 6aHK}' 30BHinmiMl! 
aymrropaMH; 4) BHKOHaHHlI 'lJIeHaMH CnocrepelKHoi PllJJ.H 6aHK}' TIl IIpaBJIiB:ru! peKoMeHJ(aJliH BHYIPimHix TIl 30BHimHix aymrropiB. 

lie rim.m 'lacTHHa IIHTIIHI>. mo CTQcyenclI BH}IT\)imHbOro TIl 3OBIDJJTHWro aymrry. Eim.m lleTaJThHHif aHaJIn npo6J1eM nOB' J13aH1lX 3 aymrroM (30KpeMa mrramIJL cepmIDiKarrii 
6aHKiBC1>KOro aymny) HarraenClI y MeMopaHl"'yMi OJleKcilI KvneHKO "IIp06J1eMl! TIl 
nepcneKTHBH P03BHTKY aymrry" Bm 28 mororo 2003 J)OICY TIl Y MeMopawnNax llaHa qapm.3a KeH<jJinna.l!Kllli y mymri 2002 TIl ci'iHi 2003 B PaMKax rOJlJJaJ!71C1>Koro rpamy 3ldiMaBClI 
mrraBHlIMl! BllOCKOHaJIeHHll aY.llHTY. 

IIoJ(aJIbmi peKoMeHJ(rurii mOJ(O ayltKIY TIl KOpnOpaTHBHoro ynpl!BJIiJmJl6ym'Th HlI,!{aID. B HIIIIIHX Hacrymmx MeMOpaHJJ.YMax. 

I 4. BHMom m:OJ(O HallBHocri aJ(eKBaTHBX CHCTeM ynpaBJIimm pH3BKl1MH upH JIiu:emyBalllli 

. He06xiJJ.Ho 3a6e3ne'IlITH lI,!{eKBanmH piBeBb CHCTeM ynpaBJIiuuJI pH3HKaMH 6aHK}' BJKe Ha erani JIir{eB3yaaHHll . 

.nmr BHnpaBJIeHHll J(ellKHX HeJ(oniKiB, nOB' J13aH1lX i3 JIir{eH3YBaHHl!M, po60'ia rpyna r.zu;H 3 
IIHTIIHI> BHeceHHll 3Mrn J(O 3axoHY "IIpo 6aHKH TIl 6aHKiBC1>KY ,niJun,Hicn." 3allponoHYBaJIa . BHeem J(O CT. 19 a63~ 5-7, m:o J(lIlI O1pHMaHHlI 6aHKiBC1>KOi JIir{eH3ll BHMaralOTh Bm 6aHKiB nO,llaBam TaxOlK J(oKyMeHTH, lIKi ni.z\TBepJJ.lKYlOTh: 

(<HWlBHicn. ni.rq>03;tiJriB, B TOM)' 'lHCJIi CJIylK6H BHYTPinmwro aymrry T8 ynpaBJIimnl pB3HJalMB, ni BHKOHyBaTHMyTL Bi.zmOBWll onep3l\ii Ta q,ymatii; 
IWIBHicn. BHYTPinrnix nOJIOJl(eHL, ~o pemaMeRIy1<YTh 3.rdlicHeHHJI .idJun,Hocri 3rim10 _oi 6aHKiBcldCoi JIin:emii, B TOMY 'IHCJIi nOJIO>KeHRB nPO BayrpilDBiii aYJlDT tiaBKY T8 npo CHCJeMy ynpaBJIimnl pB311l<8MB, ni Bi.zmoBi.ZJ;aron. 'IHHHOM}' 3aI<OHOJlaJIcmy YkpaiJm, BBMOI'3M HaniOIlllllLHOro 6aHKy YxpaiHH Ta CTaTyIy 6am<y». 

,l{ellKi 3MiHB TaxOlK 6yJlYTh no-rpi6Hi B IIOCTllHOBi HEY 1&375 "llpo 3aTBepJ(lKeHHll IIoJlolKeHHll npo nOpll,llOK CTBOpeHHll i J(eplKaBHoi peec-rprurii 6aHKiB, Bi.z\KpBTTll Ix 41iJIiH, npe,llCTaBlIHUTB, Bi.z\J(iJIeBb" TIl IIoCTaHoBi HEY N2275 "IIpo 3aTBepJ(lKeHHll IIoJlolKeHHll npo nOpll,llOK BHJ(a'ii 6aHKBM 6aHKiBC1>KHX JIir{eH3iH, fiHC1>MOBHX ,lI03BoJIiB TIl JIir{eH3iH Ha BHKOHaHHlI OKpeMHX 
onepaJliH" . 

MH rim.m nO'laJIlI aHarri3yaam 3axOHO,llaBCTBO y ItiH c41epi i HlI,!{BMO 6im.me peKoMeHJ(aIUll: m;OJ(O JIir{eH3yaaHHl! B Hanmx Hac:ryIIHHX MeMopaHJJ.YMax. 

BHCHOBOK 

TaKHM 'lHHOM, J(lIlI no6Y,llOBH e4JeKTHBHoro npaBOBoro nOJIJI J(lIlI po3BftTKY HarJIlllJ.Y Ha OCHOBi oI\iHKH pH3HKiB Heo6xiJJ.Ho: 
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1) 3a6e3ne'lHTlI BHeCeHHJI 3MiH )1;0 CT. 19. 39,40,45,69,73 3aKoHY "IIpo 6aHKH Ta 6amdBCbKY 
.ztigm,HiCTh" BinnOBi.z\HO)l;O npon03m:tiii, 3p06neHHX rAEH B JIHCTOmW-rpy)J;Hi 2002 POKY. 

2) IIpocysam TaKi 3MiHH)I;O 3aKOHiBx YKpaUm, JIKi 3p06J1llTb pimeHHJI Ta o~imw 
Ha:u:ioHaHbHOrO 6aHKY YKpWHH ~O)l;O a)J;eKBaTHocri CHCTeM ynpaBniHHJI pH3HKaMH Ta 
CHCTeM BHYTPilllHborO KOHTPOJIIO 6aHKiB BupimaHbHHMH AJlll cyAAiB. 30KpeMa, BHeCTH 
3MiHH )1;0 qaCTHHH 1 CT. 73 "3axoAH BITJIHBY" 3aKoHY "IIpo 6aHKH Ta 6aHKiBCbKY 
.ztigm,HicTh", BHKHaBlllH ii B 3anponoHoBlIHiii pe~ii:. 

3) BHeCTH 3MiHH )1;0 CT. 39, 3aKOHO)l;aBQO 3aKpiITHBlllH nOBHOBroKeHHJI opraHY HarJIllAY 
BHMaram 3MiH y cKHaAi PaAH 6aHKY. 

4) BHecm 3MiHH )1;0 CT. 166-5 A,n;MiHiCTpaTHBHoro KO)l;eKcy YKPaUm, nOCHlIHBlllH 
BinnOBmaHbHicTh KepiBHHKiB 6aHKY, BKJII01JlIIOqH qneHiB CnoCTepe)l(Hol PaAH. 

5) P03po6HTH Ta 3anpOBa)J;HTH e4JeKTHBHe nOnOlKeHHJI npo CHCTeMH ynpaBniHHJI pH3HKaMH (Ta 
CHCTeMH BHYTPiIlIHl>oro KOHTpOJIIO) B 6l1HKax, B3l!B!IIll )1;0 YBarH peKoMeH)I;aWl, 3p06nem 
B~e. 

6) BHecm )l;eHKi 3MiHH)I;O IIoCTlIHOB HEY N2114 Ta N2358 BinnOBi.z\HO)l;O 3MiH Y 3aKOHi "IIpo 
6aHKH Ta 6l1HKiBCbKY ;ztiJI.m,HicTh". 

7) 3p06Hm Bi.u;nOBi.z\Hi KpOKH AJlll Ha)J;lIHHJI Hane)l(Horo CTaTYCY IIocTlIHoBi HEY N2358, ~o 
,D;03BOJIHTb 3a6e3ne~ ii BHKOHlIHHJI 6aHKaMH. 

8) Cnprurm iHWHM 3MiHaM Y 3aKOHO,D;aBCTBi, ~o )l;03BOJlllTb 3a6e3ne'lHTlI ,D;OCTaTBIO JIKiCTh 
BHYTPilllHborO Ta 30BmWHboro aYAHTY (ARB. MeMopaH,D;yM OneKcllI K~eHKa Bm 28 JIIOToro 
2003 pOKY) 

9) IIeperIDIHym IIonolKeHHJI HEY N2275 Ta N2375 npo ~eH3YBlIHHJI Ta BHecm 3MiHH 
BinnOBi.z\HO ,D;O peKOMeHAa:u:iii ~O,D;O 3MiH Y 3aKOHi "IIpo 6l1HKH Ta 6l1HKiBcbKY ;ztiJI.m,HicTh". 

n;eii: CnHCOK He e BHQepnHHM, Ta nO)l;aHbwi peKOMeHAanii (30KpeMa, CTOCOBHO ayAHTY, 
KOpnOpaTHBHOrO ynpaBJIiHHJI Ta nmeH3YBlIHHJI) 6yAYTh Ha)J;lIHi Y HamHX HacrynHHX 
MeMopaH,D;yMax. 
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SUMMARY 

This is a memo addressed to Mr. Pusbkariov requesting his help in the organization and 

implementation of the Pilot Bank program. 

The memo explains that the Pilot Bank Program is one of the two main objectives of the Risk 

Based Supervision Task Force together with the development and implementation of appropriate 

methodologies and practices. The aim of the Pilot Bank Program is to test in the pilot banks the 

Risk Assessment System developed by the Task Force. 

The Pilot Bank Program consists of two main stages: 

• Presentations delivered by the selected banks on their risk management systems to the Task 

Force members 
• Testing of the Risk Management System in one or more pilot banks 

The purpose of the presentations is two-fold: 

First, based on these presentations the Task Force will have an opinion on the level of 

understanding of the risk management concept by commercial banks in order to develop 

recommendations on how to improve their risk management systems as well as to take this into 

consideration during the development of the Policy Guidelines. 

Second, this is the way of having banks involved in the development of progressive banking 

supervision tools, thus promoting cooperation between banking supervision and the banking 

industry. 

The list of banks selected for the presentations is given. A tentative plan of the presentations is 

described. 



KoMY: 

KouiH: 

~aTa: 
TeMa: 

/- , 
BearingPoint. 

_/lNG~ 

MEMO 

mmy B.B.IIynncapbOBY, ~KTOpy 
feHepam.Horo .n;euapnwemy 6amciBcLKOro 
HaI'IDI,lJ;}' HaniOHam.HOro 6am<y YKpaiHH 
nam H.B.lBaHeHI(o, 3lICT}'IIHHK0Bi ~KTOpa 
feHepam.Horo .n;ellapTaMemy 6amciBcLKOro 
HaI'IDI,lJ;}' 
nam C.B.Clla6ep, 3lICT}'IIHHK0Bi ~KTOpa 
~enapnwemy MomroPHHI"Y TIl 
iHcueICI"}'BIIHHR 
mma cI>peHKa E. BniMJriHra, CTIlpillOro 
pa.n;HHKa 
20 6epe3HJI 2002 POKY 
IIporpaMa uiJIonmx 6aHKiB 

Bm iMem IIOcTIfulO .n;oo'loi po6o'loi rpyna i3 3aIIpoBMlKeHHJI 6aHKiBCLKOro HaI'IDI,lJ;}' Ha OCHOBi 
pH3mciB, .!(O CKlIa.!()' j{[(oi" BXO.zvm, npe.!(CTllBIIHICII BCix ynpaBJIim, feHepam.Horo .n;enapnwemy 
6aHKiBcLKoro HaI'IDI,lJ;}' HaniOHam.HOro 6aHK}' YKpaiHH, TIl rpyna pa.namciB BearingpPoint, 
3BepTll€MOcJ! .!(o Bac i3 npoXaHHJIM cnpHJITII opraHi3anll TIl 3.ltiHcHeHIUO IIporpm.m uiJIonmx 
6aHKiB. 

3.n;iHcHeHHJI IIporpm.IH ninOTHHX 6aHKiB e OJlHHM i3 JlBOX OCHOBHHX 3aB.!(aHL IIOCTiHHo .!(iro'loi 
po60'lol rpyna pasOM i3 poopo6neHIIJIM TIl 3aIIpoBMlKeHIIJIM MeTO.!(onoru TIl IIpaKTBKII 

6aHKiBCLKoro HaI'IDI,lJ;}' Ha OCHOBi oItimrn promciB. IIporpaMa ninonmx 6aHKiB Mae Ha MeTI 
oItiHIcy CHCTeM ynparuriHBJI proHKm.m cneItiam.HO Bi.!(i6paHHX .!(HJ! ItI>Oro 6aHKiB TIl TeCTJBIlIIHlI 
CHCTeMH oItimrn promciB (COP), J!Ka Ha .!(aHOM)' eTani 3HaxO.llHThCJ! B nponeci po3p06neHHJI TIl 
Mae CTllTH OJlHHM h OCHOBHHX iHCTp)'MeHTiB 6aHKiBCLKOro HaI'lIlI.llY. 

IIporpaMa ninoTHHX 6aHKiB Mae CKlIa.!(amCJ! 3 .!(BOX OCHOBHHX eTaUiB: 

• IIpoBe.!(eHHJI npe3eHTllI{rn npe.!(CTllBHHKm.IH umonmx 6aHKiB II{O.!(O ixHix CHCTeM 
ynparuriHBJI pH3HKm.IH nepe.!( 'lHeHm.IH IIocriiiBo .!(iro'loi po6o'loi rpyna 

• TecT}'BaHHlI CHCTeMH oItimrn promB Ha O.!(HOM)' a60 KinLKOX i3 I{HX 6aHKiB B paMKaX 
nnaHOBnx BID3HHX iHcneKT)'BaHL 

IIpoBe.!(eHHJI npe3eHTaniH Mae Ha MeTI BHKOHaHHlI .!(BOX OCHOBHHX 3aB.!(aHL: 



llo-rrepme, Ha OCHOBi ~HX rrpe3eHT~iii: llOCTiHHo ,zVIOqa pOOOqa rpyna 3MOlKe 3POOHTH 
BHCHOBOK mO~O piBIDI p03)'MiHIDI OaHKaMH KO~err~ ynpaBJIiHIDI PEl3HKaMH Ta cryneHIO 
P03BHTKY CHCTeM ynpaBnimuI: pH3HKaMH. ClIlIplIIOquCL Ha ~eiI: BHCHOBOK, Ha pe3YlILTam 
MaHOymLOrO TeCTYBaHIDI CHCTeMH OWHm PH3HKiB (COP), a TaKOlK BpaxOByroqu ~ Ta 
3aYBalKeHIDI CaMHX OaHKiB mO~O CHCTeMH O~iHKH PH3HKiB (COP), cJIylKoa HarJIll,!Jy 3MOlKe 
BHpOOHTH peKoMe~~il ~ OaHKiB mO~o Y~OCKOHaJIeHIDI i'xHix CHCTeMH ynpaBJIiHIDI 
pH3HKaMH. 

llo-~yre, 3~eHHlI 6aHKiB ~o rrpe3eHT~iii: no cyri 03Haqae lxmo yqaCTL B p03pooneHHi 
HOBHX lIporpeCHBHHX MexaHilMiB OaHKiBCLKOro HarJIll,!Jy, mo clIpHlITElMe B3aeMopo3)'MiHHro 
MilK CnylKOOIO oaHKiBCLKoro HarJIll,!Jy Ta OaHKiBCLKOIO cninLHOTOIO. 

TeCTYBaHIDI CHCTeMH o~iHKH PH3HKY lInaHyeTLCH 3~ill:cHHTH 3a yqacTIO iH03eMHHX pMHHKiB. 
BOHo ~03BOnHTL HK HaJIam peKoMe~~il 6aHKaM mo.u;o y~ocKOHaJIeHIDI ixHix CHCTeM 
ynpaBJIiHIDI pH3HKaMH, TaK i 6y~e CJIYllIHOIO Haro.u;oIO ~ 3arrpoBaJIlKeHIDI HOBOro 
rrporpeCHBHoro HarnH,u;OBoro iHCTp)'MeHTY cepe~ np~iBHHKiB CnylKOH oaHKiBcLKoro HarJIll,!Jy. 
llpononyeMo 3.u;ill:cHIOBam TaKe TeCTYBaBHH B PaMKax BH13HHX iHCneK'fYBaHL o~oro a60 
KiJILKOX OaHKiB, HKi MH Bi.u;oepeMO 3 rrinoTHol rpyrru, CrrrrparoquCL Ha pe3YlILTam ixHix 
lIpe3eH~iii: Ta Ha Hami 3HaBHH Ta po3)'MiHIDI lXHix CHCTeM ynpaBJIiHIDI PH3HKaMH, 01pHMaID 3 
iHmHx ,!I;lKepen . 

.lVm IIpOBe.u;eHHlI npe3eHT~iH 6yno Bi~i6paHO HacTynHi OaHKH: 

1) ABaJIL 
2) llpHBaroaHK 
3) Ba6aHK 
4) Kpe.u;HmpOMOaHK 
5) XpemamK 
6) YKpCO~6aHK 
7) EKCiM6aHK 
8) MiKpo$iHaHCOBHH 

KOlKHa lIpe3eHT~iH 1pHBaTHMe IIpH6nH3Ho ~i ro~HH (3 ypaxYBaHIDIM MOlKnHBHX 3aITHTaHL). 
llpononyeMo 3.u;iHCHIOBaTH no o~iii: lIpe3eHT~il Ha ~eHL, no~aroqu 3 1 KBiTIDI. ,l(mJ: ~Loro 
oy~e p03po6neHo rpa$iK, HKHH 3aJIelKaTHMe Bi.u; pe3YnLTariB Harrrnx YCHHX 6eci.u; 3 OaHKaMH, Ha 
HKHX oy~e nOHCHeHO Harny MeTy. KpiM roro, 3ri.u;Ho 3 HamHMH lInaHaMH, ~ol KBiTHJI oy~e 
3aBepmeHO p03po6neHHlI lIpoeKry CHCTeMH O~iHKH PH3HKiB (COP), HKa oy~e HaJIicnaHa ~O 
OaHKiB ~ 03HaHOMneHIDI Ta KOMeHTapiB. raJIaeMO, ~e ~orrOMOlKe rrinoTHHM OaHKaM 
30pieHryBamCH Ta HaJIelKHHM quHOM ni.u;roTYBamCL .u;o rrpe3eHT~iii:. 

By~eMo JIylKe B,!I;Hqui 3a ni.u;1pHMKY B Hamill: pooori Ta CIIpIDIHHlI opraHil~ii llpOrpaMH 
ninOTHHX oaHKiB. 



Pilot Bank Program 



----.-----.-~-" .• ~.~~-.---.-----

/""", 
BearingPoint~ 

FotmertY KPMG ConSllltfng 

MEMO 

ON THE PILOT BANK PROGRAM (OUTSLINE) 

The launching and implementation of the Pilot Bank Program may include the following steps: 

I. Testing tools and processes for Risk Management Systems in banks based on the 
Risk Based Supervision approach. 

1. Identifying which risk assessment tools and procedures are to be used in the process of Risk 
Management in banks. As a result, a list of appropriate tools and processes is to be made. 

2. Based on this list, reviewing risk aSsessment tools and procedures identified based on the 
Risk Based Supervision approach in order to: 

- identify what is available and used in the system; 
identify what needs to be additionally developed and/or improved. 

3. The selection of participating banks. These should include both large and medium sized Kiev 
and regional banks, as well as foreign owned. The following banks have been preliminary 
selected based on the advise of the Department of Inspection and Monitoring: 

1) Aval 
2) Privatbank 
3) Va-Bank 

. 4) Creditprombank 
5) Kreshchatik 
6) Tas-Konunerz 
7) Ukrsotsbank 
8) Finances and Credit 
9) ING 
10) Credit Lyounaise 
11) First Ukrainian International (backup) 
12) Premier-Bank (backup) 
13) Energobank (backup) 
14) Micro-finance Bank (backup) 

4. All banks are to make an 1-2 hour presentation on their risk management systems (ING and 
Credit Lyounaise have already done it). Based on these, as well as on additional analysis of 
their operations and products, it will be identified which banks are most appropriate to test 

. risk assessment tools for different risks (e.g., Bank A - credit risk, Bank C - market risk, etc., 
with one or more banks to be tested comprehensively - the complete Risk Assessment 
System) 

5. Risks should be prioritized in order to determine the schedule of our work in banks. 
6. Letters will be developed and sent to the banks in order to: 



1) explain to them what our purpose and plans are, as well as the benefits of risk management systems in their banks. Benefits of risk management systems and risk based supervision should be explained, emphasizing: 
- better Council and management oversight 
- consistent approach to methodologies, common terminology 
- better organization through the integration of processes 
- clear roles and responsibilities 

excellent training and communication 
- improved information systems 
- less bureaucracy; 

2) request meetings with management and supervisory council members. 
7. Meetings with management and supervisory councils of the banks will be held in order to discuss what was outlined in the letters sent to them (see above) and ask for permission to evaluate risk management systems in these banks using the tools reviewed - in order to evaluate them (this may be done, for example, as a part of targeted onsite inspections). 8. Based on the answers received, a schedule will be developed for the targeted onsite examinations or other visits (as is decided). Timeframes will be identified for visiting each bank (depending on the complexity of risk or risks to be dealt with, from a few days to a few weeks). Scopes of visits may be adjusted based on the results of these meetings. 
9. Actual visits to banks and testing risk assessment systems. 
10. Development of conclusions and recommendations on the development, improvement and/or updating their risk management systems. 
11. Based on these conclusions and recommendations, the development of a draft Policy Statement (in the form of an InstructionlResolution) will be initiated to incorporate these recommendations on minimal requirements to risk management systems in banks. This Policy Statement should be a Template (in accordance with our Work Plan) for risk management systems in banks. It should cover all key risks (as identified by the Risk Based Supervision Task Force) and describe the key elements for an effective risk management systems. 

ll. Obtaining input from pilot banks. 

12. Send the draft Policy Statement to the pilot banks and to relevant BSD units (e.g., Inspections and Monitoring, Methodology, Kiev Regional office, etc.), having set deadlines. 
13 .. Obtain the input and summarize it. 

ill. Template development. 

14. The final version of the Policy Statement will be developed based on the summary (see above). Before the Template is finalized, additional meetings with the pilot banks may be 
needed. 

15. Issuing the Policy Statement (Template). 
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Survey of International Practices in the Training Organizations Area for Banking 
Supervision 



SURVEY OF INTERNATIONAL PRACTICES IN THE TRAINING ORGANIZATION AREA FOR BANKING SUPERVISION 

Introduction 

With the purpose of evaluating the organization of the NBU personnel training function and the development of recommendations on its improvement, as well as in order to determine the areas of our efforts in future, information on the organization of the banking supervision personnel traIDing function in a number of countries was surveyed. 

Internet sites of central banks and regulatory agencies of the following countries were searched: 

- USA (FFIEC, OCC, Federal Reserve); 
Great Britain (Bank: of England and the FSA); 

- Australia (Central Bank: and Prudential Regulation Authority); 
- Hong Kong (the Hong Kong Monetary Authority); 
- India (Reserve Bank: of India) 

Poland (National Bank: of Poland); 
Singapore (The Monetary Authority of Singapore); 
South Africa (Reserve Bank: of South Africa); 

- Switzerland (Central Bank:, Swiss Federal Banking Commission); 
Canada (Central Bank: and the OSFI); 

- Denmark (Central Bank: and the Financial Services Authority); 
South Korea (Bank: of Korea); 

- Norway (Kredittildynet); 
Sweden (the Financial Services Authority); 

- Japan (the Financial services Authority) 

In these sites information a Iso was 0 btained 0 n personnel training and career development in some other countries. 

The organization of the personnel training and career development functions was viewed and evaluated, taking into consideration the following factors: 
- Declared objectives and aims in the area of personnel training and career development 
- Principles of personnel training 

Organization of the personnel training function. Training centers. 

Declared objectives and aims in the area of personnel training and career development. 

Declared objectives and aims in the area of personnel training and career development in central banks and regulatory agencies studied may be summarized as follows: 
- The need in meeting requirement of the continually changing environment 
- The need in ensuring an appropriate level of know ledge and skills ofpersonnel 
- Additional motivation and retention of personnel. 
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All regulatory agencies and central banks declare the need in their personnel training and 

emphasize that they consider it a priority. This is explained primarily by the necessity to support 

the appropriate level of professionalism and knowledge in the changing enviromnent. 

Additionally, a priority is also ensuring the level of knowledge and skills of personnel, that 

would comply with the needs of banking supervision and allow to appropriately represent 

regulatory authorities in the banking community. This was stated in all sites of the organizations 

reviewed. Personnel training programs in a number of countries include both professional 

training, and management and leadership training, since from time to time many regulators 

perform management functions, for example, during onsite examinations. First of all, it concerns 

banking supervision units and agencies in western countries, like Great Britain. Australia, USA 

(OCC), Canada, where attention is traditionally paid to the principles ofteam work, which 

implies close cooperation betWeen both employees, and employees and managers. 

Finally, the third main objective in the personnel training area is the need to offer additional 

motivation to employees thus eusuring the retention of personnel. The possibility of professional 

growth and receiving knowledge is a very strong motivation fur employees and is considered by 

management of many organizations asa way to retain personnel and the development of a strong 

corporate culture. Even though this is declared by almost all organizations reviewed, it should be 

stated that this objective is especially emphasized by regulatory agencies of the Asian region 

(South Korea, Japan, Hong Kong, Singapore) with their hierarchical corporate culture which 

treats investing in personnel as extremely important 

Principles of Personnel Training. 

Based on the information gathered, it may be stated that the main principles of personnel training 

listed in the Concept of the Comprehensive Training Program for Banking Supervision 

(Resolution # 153) comply with the international practice. These principles are: continuity, 

unification, variety, self-sufficiency. 

Common for all agencies reviewed is that they all have some form of a program of their 

personnel training. That means, that personnel training in banking supervision areas: 

is performed in an organized manner; 
is mandatory for all professional personnel (not including support functions, e.g., secretaries, 

etc.); 
- consists of a variety of courses, including programs of different levels, orientation and topics, 

which also may be both universal and specialized; 

is performed on an ongoing basis; 
- combines different types of training (classroom, on the job, internships, etc.); 

combines different sources of training (both internal, and external). 

In all agencies reviewed there exists a separate training function for banking supervision 

personnel. Depending on how the banking supervision function is organized in a given country, 

this may be within a human resources department of the central bank or an independent 

regulatory agency. Besides, some countries have personnel training units within their banking 

supervision areas (e.g., in the Reserve Bank of India). 



Professional employees of all countries reviewed are subject to specialized training. In most 
regulatory agencies and banking supervision areas of central banb new employees go through 
one to four years of mandatory training. This complies with the needs of banking supervision, 
since it requires a lot of specific technical knowledge and skills, which are not available within 
university programs. Sites of regulatory agencies of many countries (USA, Great Britain, 
Australia, South Africa, Canada) contain rather detailed information on what training is required 
from new employees in order to start their careers and obtain the right to perform supervisory 
assignments of certain complexity levels. 

Personnel training programs of all agencies and central banks reviewed are structured to meet the 
needs of the given organization. For example, they may depend on whether there is a 
specialization in the organization (e.g., experts specializing in credit, investments, etc.). Also, the 
organization of regulatory functions is taken into consideration, i.e. whether onsite and offsite 
supervision is performed by the same or different people, whether the institution has a separate 
methodology unit or methodology is written by practitioners, etc. Depending on these factors, 
training programs offered to different categories of employees may either differentiate, or be 
universal. 

Therefore, in some countries personnel training policy is oriented to the training of general 
experts with some number of people specializing in certain areas (e.g., in Australia, Canada, 
Denmark, USA, Japan, Great Britain), other countries stress the specialization of their employees 
(Sweden, Singapore, Norway). Depending on this, different agencies may give more attention to 
the unified training, when all employees are to go through a certain amount of universal training 
and be capable of performing different supervisory functions and replace each other. 

However, it should be stated that whatever the organization of training programs is, all of them 
have the following common features: 
1) Training starts with a short orientation course, which gives new employees an idea on the 

activities of the agency, after which they go through extensive courses on specific topics, 
which actually make the training program 

2) All training programs consist of courses of different complexity levels 
3) In addition to technical courses, all training programs include courses on writing and oral 

presentations. 

It should also be mentioned that personnel training is an ongoing function in all agencies 
reviewed. Most agencies declare the principle of continuity (Great Britain, USA, Australia, 
Canada, Japan, India, etc.), since knowledge and skills of banking supervision employees must 
comply with changes that continually go on in the banking sector and in the economy. 

All training programs combine formal classroom training (primarily in the form of seminars) and 
on the job training. All agencies are also trying to offer some forms of internship to as many of 
their employees as possible (often abroad). Internship abroad is extremely promoted in the Asian . 
region (India, South Korea, Singapore, Hong Kong) and Scandinavian countries (Denmark, 
Norway). At the same time regulatory agencies of most Western countries actively offer training 
to their overseas colleagues in the facilities available to them (USA, South Africa, Great Britain, 
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Switzerland). Additionally, self-training is supported, for which end many organizations offer 
distance training programs (USA, Great Britain, Switzerland, Japan). 

In their training efforts all agencies and central banks reviewed rely on both external and internal 
sources. The principle of self-sufficiency is applied very widely and in almost all agencies. This 
is natural, given a highly specialized nature of regulatory activities. Many agencies ernphasize 
that their personnel training programs rely primarily on internal resources, when experienced 
technicians and managers train newcomers and less experienced people (Australia, USA, Great 
Britain, Sweden, Japan, etc.). 

However, it should be mentioned that very popular are training seminars and courses delivered 
by teachers from different academic institutions, like universities, colleges, training centers, etc. 
Bankers are also involved in banking supervisor straining in a number of countries (USA, 
Australia, South Africa, Canada, Japan, India). 

Training Centers. 

Another feature specific to the organization of personnel training in different countries is training 
centers. They may be used for the training of employees of different levels, from top managers to 
newcomers from different regions of the country. 

Additionally, within some training centers specialized training programs for gradnates from 
colleges and universities are organized in order to hire them to the central bank or regulatory 
agency afterwards. Such programs exist, for example, in Great Britain, South Africa, Australia, 
USA. They may be both rather long-term (2-3- years), and relatively short (from 5 to 12 
months). Usually, the best students are offered appropriate positions based on successfully 
passed examinations. In fact, many of such centers have features of both university type higher 
educational establishments, and training institutions of a central bank or regulatory agency. 
Many training centers are called colleges and were established specifically to satisfy this purpose 
(for example, in India). 

In the USA regulatory agencies established a joint training and methodology center called the 
Federal Financial Institutions Examination Council. The purpose of this institution is to develop 
approaches common for all regulatory agencies and training their personnel in a consistent 
manner taking into consideration these approaches. The Council also offers its training services 
outside the United States. For example, regulators from Canada are trained there. 

Generally, many training centers of central banks and regulatory agencies are essentially 
international institutions, since they offer many training programs to banking supervisors from 
other countries, both management and technicians. Such are the Center of Central Banking 
Studies in Great Britain, the college of the Reserve Bank of South Africa, which offers its 
services to a number of African countries, the Swiss Central Bank Training Center, etc. A 
separate establishment is the Toronto training center, specifically focusing on management 
training for regulatory agencies of the world. 



Several years ago, with the assistance of US AID, a training center was established at the 
National Bank of Po land (the so called Training Initiative for Banking Supervision). It was 
created primarily in order to efficiently use the experience in the banking supervision area in 
Poland and other countries in the Eastern Europe, as well as the former Soviet Union. 

The Training Initiative for Banking Supervision is unique, since its primary focus is technician, 
rather then management training, i.e. its services are primarily oriented to experts who are in 
charge of the efficient implementation of supervisory standards and methodologies, conducting 
the everyday supervision of banking institutions, and working with problem banks in the Eastern 
European region. 

The Training Initiative usually offers practical courses structured in such a way, that the 
attendants are offered more then just theory supported by general practical examples. Since these 
courses are aimed at training technicians, the case studies that are offered are of an advanced 
level of complexity, thus differing from routine everydayassigmnents. Therefore, the unique 
feature of the Polish Training initiative is the technical nature of the courses oriented primarily to 
experienced technicians, rather then either management, or young inexperienced employees. 
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FomIeI1y KPMG consuttfng 

MEMOPAH,lJ;YM 

OrJIH)J; MDKHapO)J;HOi npaKTHKH opraHhan;ii TpeHiHry 

Tpellillz (B yKpalHCLKiH repMiHoJIoril 'lacrime Ha3HBaeTLCl! "rri.D;roTOBKa nepCOHaJIY" a60 
"HaB'lamfJ! nepCOHaJIY") - HMaHHl! np~iBHHKaM yCTaHOBHlopraHi3~ii: OnTHMaJILHHX 
MOllOlHBOCTeH Ha6yTTl! 3HaHL, HaBH'lOK Ta BMiHL .l(IDI 3MoBOJIeHHJ! BHMOr ~O BflKOHamfJ! 
KOUKpeTHHX BHpo6Hf!<1flX cl>YHKn:iH. <I>OpMfl Ta MeTO~ TpeHiHry 3aJIelKaTh B~ nOTpe6 y 
HaB'laHHi KOlKllOrO OKpeMOrO np~iBHHKa. 

Bmn 

3 MerolO OI\iHKH oPraHi3~ii: cl>YHKn:ii: n~rOTOBKfl nepCOHaJIY H~ioHaJILHOrO 6amcy YKpalHfl Ta 
BHpo6JIeHHl! peKoMe~~iH II\O~O 11 y~ocKOHaJIeHHl!, a TaKOlK 3MJIl! Bfl3Ha'leHHJ! HanpnnOB 
Hamoi: po6om B nO~a.JThmoMY, Mfl p03rlIJ!ll)'lIH iH$OPMRI\ilO II\O~O opraHhRI\ii nw'oToBKfl 
nepcoHaJIY 6aHKiBCLKOro Har~ B p~ p03BHfleHflX KpalH CBiTy. 

ByJIO 3,ztiHcHeHo nomyK no CaHTax I\eHTpaJILHHX 6aHKiB Ta areHTCTB Har~ 3a 6aHKiBCbKflMfl 
Ta iHmHMfl $imtHCOBflMfl YCTaHOBaMi'! TaKflX Kpai'H: 

CnOJIY'leHflX IIlTaTiB AMepHKH (<I>e~epaJILHflH o$ic oCBim iHcneKTopiB $iHaHCOBflX 
YCTaHOB (FFffiC), O$ic KOHTpOJIepa rpomoBoro o6iry (OCC), <I>e~epaJILHoi: pe3epBHol 
CflCTeMfl; 
BeJIHKoi BpflTlIHil (Bam<y Nlrmi: Ta YnpaBJIiHHJ! $iHaHCOBflX nocJIYr (FSA»; 
ABCTpaJIiI (QempaJILHOrO 6aHKY Ta YnpaBmHHJ! npy~eilI\iHnoro peryJIlOBaBHl! ABcTpaJIii); 
rOHKonry (ynpaBmmm MOHeTapHoi: nomTflKfl rOHKonry); 
lH.ztii: (pe3epBHoro 6amcy I~ii) 
TIoJIblI\i (UeHTpaJILHOrO 6aHKY TIoJIblI\i); 
Cinranypy (YnpaBmnHl! MOHeTapHOi nOJIiTflKfl Cinranypy); 
TIiB~eHnol A$pflKfl (pe3epBHoro 6aHKY TIiB~eHHol A$pflKfl); 
IlIBeilI\apii (QeHTpaJILHOrO 6aHKY IlIBeHI\apil, <I>e,1lepaJILHoi KOMicii 3 nflTaHL 6anKiBCLKoi 
CnpaBfl IIIBeHI\apii); 
KanMH (l~eHTpaJILHIIH 6aHK KaRMa Ta O$icy cynepiHTe~aHTa $iHaHCOBflX YCTanoB 
(OSF!); 
,lJ;aHii (QeHTpaJILHOrO 6aHKY ,lJ;anii Ta YnpaBJiiHHJ! Har~ 3a $iHanCOBHMfl YCTaHOBaMi'! 
,lJ;anii); 
TIiB~eHHoi Kopei (BanK Kopei); 



HopBerii (Ynp8B1Iimnr Harmmy 3a KpeAHIHHMH ycnmOBaMH); 
IIIBeItii (Ynp8B1Iimnr Harmmy 3a tiliHanCOBHMH nocnyraMH IlIBeItil"); 

- jfuOHll (Ynp8B1Iimnr Harmmy 3a tiliHanCOBHMH nocnyraMH) 

Byno TlIKOlK OTpllMaHO neBHY iHtilOPMaItiro ~O.llO oprani3aItii HaB'IaB:WI TIl P03BRTKy Rap' epH 
nepcoHany PH,lly iImmx KpaiH - B OCHOBHOMy 'Iepe3 peTeJlbHe BHB'IeHHlI 3a3Ha'leHHX ~e 
caiiriB. 

OpraID3ru:tiJ1 tilymcrriH HaB'IaB:WI TIl P03BRTKy Rap"ep nepcoHany po3rJIJJ,l{aJIaCli TIl OItilnoBaJIacli 
3 YPaxyBaHHllM TIIKHX tilaKTOpiB: 

.lIeKJIapoBaai 3aB.lIaB:WI TIl ItiJIi. ~O.llO HaB'IaHHlI TIl po3BRTKy Rap'ep nepcoHany; 
Dp0HII,0 11R HaBqamn[ nepcoHaJIY; 
OPraID3ru:tiJ1 tilymati! HaB'IaB:WI nepcoHany, HaB'Iam.Hi. I{eHTpH. 

lleImaDoBaui 3aBllaHHB TIl nini mOllO UaB'IaHHB TIl p03BHTKy KaP' 9!U oepcouaJIY. 

OCHOBHi. .lIeKJIapoBaai 3aB.lIaB:WI TIl I{iJIi areHTCTB TIl clI)'lK6 6amciBcLKOro Harmmy pi3HHX KpaiH 
CBiTy MOlKHa BHKJIacTH TaKIIM 'lHHOM: 

Heo6xi,!(Hicn. Biu;noBmam BIIMOraM cepe.llOB~a, ~O nOCTimlo 3Mimoen.cll; 
He06xi,!(Hicn. 3a6e:meqyaam HanelKlIBii piBeHL 3HaHL TIl HaBH'lOK nepcouany; 
.lIO.llaTI<OBa MOTHBrutiJI TIl 300pelKeHHlI nepcoHany. 

Bci areHTCTBa HarJlH,Z\y TIl I{eHTpam.Hi. 6aHKH HaronOmyIOThCli Ha Heo6xip;aocri HaB'IaB:WI 
.nepcoHany i .lIeKJIap)'IOTh OPraID30BaHe HaB'IaHHlI nepcoHany llK CBoe npiopHTeTHe 3aB.lIaB:WI. B 
nepmy 'Iepry I{e nOliCHlOCThCli He06xi,!(Hicno ni.Il:TpHMYBaTH HanellCilHH npotileciH:mm: piBeHL TIl 
piBeHL 3HaHL y cepe.llOB:un:U, ~O nocTiHuo 3MiHlOCThcli. 

KpiM TOro, npioPHTeTHIIM 3aB.lIaHHllM e 3aOO3ne'leHHlI TlIKoro piBHll3HaHL TIl HaBH'lOK 
nepcoHany, lIKHH Biu;nOBmaB 6H noTpe6aM 6aHKiBcLKOro Harmmy TIl .lI03BOJIllB iM .lIOCTOHuO 
npe.llCTaBlIllTII opranu HarJlH,Z\y B 6amciBcLKiH cniJILHori. Qe 3a3Ha'ianOCli Ha caiITax BCix 
po3rJIJIByTBX opraui3aItiH. IIporpaMH ni.Il:roTOBKH nepcoHany PW KpaiH nepe.ll6a'lllIOTh llK 
npotileciil:uHH TpeHHHr, TlIK i HaB'IaB:WI MeTO.lIaM KepiBHIII{l"Ba TIl OCHOBaM 
MeHe.l\lKMeHT)',ocKiJ!LKH'Iac Bm 'lacy 6aran.oM HarJIJJ,l{OBI{llM .lIOBOAHThCli BHKOHyBlml tilYHKItii 
KepiBHHKiB, HanpHKJI8,lI, Ha BW3HHX iHcneKT}'BaHBllX. B nepmy qepry I{e crocyen.cll clI)'lK6 TIl 
areHTCTB 6amciBcLKOro Harmmy 3lIXi,zJ;imx KpaiH - BeJIHKoi EpHTaHii, AaC'I'panU, CnonyqeHHX 
IIhariB (OCC), Kana,ll;H,.lIe TpamuUHuO BeJlHKa yaaara npH.lliJIlleTLCli npHBUHllaM po6om "II 
KOMQ", lIKHH nepe.ll6a'lae riCHY npotileciHHy B3aeMo.lliro llK npaI{iBHHKiB MilK coOOJO, TlIK i 
npaI{iBHHKiB TIl npe.llCTaBHHKiB KepiBHBI\TBa 

Hapemri, TperiM HaiiBalKJIHBimHM 3aB.lIaHHlIM nporpaM ni.Il:roTOBKH nepcoHany e He06xi,!(Hicn. 
3a6e3ne'leHHlI .lIo.llaTKoBoi MoTHBllItii TIl 36epelKeHHlI nepcoHany. MOlKJIHBicn. npotileciHuoro 
3pOcraB:WI TIl Ha6yrIll3HaHL e .lIYlKe CHJlLHIIM MO'IHBOM Mll npaI{iBHHKiB i po3rJIJJ,l{aeTLCli 
KepiBHBI\TBOM 6aran.ox HarJIJJ,l{OBHX opraui3aItiH llK O.l\HH i3 IIlJlllXi:s 300pelKeHHlI nepcoHany TIl 
p03BRTKy e.l\HHoi Mll BCix KOpnOpa'IHBHOi KyllLTypU. XO'la B riH 'IH iHm:iii tilopMi I{e 
.lIeKJIapyen.Cll MaIDKe BciMa po3rlllIlIYfllMH opraai3aItimm, cJIi.Il: 3a3HB'IH'IH, ~O OcOOJlHBO I{e 
3aB.lIaHHlI ni.Il:rq>eclIIOeTLCli CJIylK6aMH Harmmy KpaiH a3iaTCLKoro periOHY (IIiB.lIemoi Kopei, 



5InOJID, rOH-KoHI')', Cmrranypy) 31xmOIO iepapxi'IHoIO KOprrOpaTHBHOIO KYJIbTYPOIO, JlKa 
H8,ZJ;aE: oco6JIHBe 3Ha'leHHll iHBeCT)'BaHHIO B rrepCOHaJI. 

llpHHDHnB H3B'I3HHH nepCOH!!JIV. 

ClIHpaIO'lHCl> Ha 3i6paHY iH$OPMaQiIO, MOlKHa CTBep.lOK)'BaTH, II\O OCHOBm IIpmn::(HIIH 
ni.z\roTOBKH rrepCOHaJIY, rrepeJIi'lem B "KoHI\emdi KOMIIJIeKCHOi rrpoI'paMH 3 rriJ\BHII\eHHJI 
KBaJIi$iKarudi rrpllI\iBHHKiB 6arrKiBCl>Koro Har~" (IIocTarroBa IIpaBJIiHHll HEY N2 153 Bi.n; 
25.04.2002 POKY), Bi.n;rrOBi.n;aIOTl> CBiTOBiii: IIpaKTHUi. Har8,ZJ;aeMO id OCHOBHi IIpHHl.\HIlli: 
6e3rrepepBHiCTh, }'Hig,iKoBarricTl>, CaMolioCTaTHicTh, pi3HoMaHiTHiCTl>. 

3araJIl>HHM ,n;JIJI BCix p03rJlllHYTHX YCTaHOB e Te, II\O B Tiii: 'IH iHlIliii $opMi BOHH MaIOTh 
nporp3MH HaB'IarrHJI CBOro rrepcoHaJIY. To6ro rri,n;roTOBKa IIpaQiBHHKiB,n;JIJI po6om Ha rroc8,ZJ;i Y 
cll)')K6i 6arrmCl>Koro Har~ 

Bi.n;6ysaE:Thcg oprarri3oBarro; 
e 060B'DKOBOIO,n;JIJI BCl>Oro rrpo$eciHHoro rrepcoHaJIY (MH He rOBOpHMO IIpO cyrrpOBi.n;Hi 
$YHKQii, HaIIpHKlIa,n, CeKpeTapiB TOII\O ); 
CKJl8,ZJ;aE:Thcg 3 pi3HoMarrinmx KYPCiB, m BKJIIO'IaIOTl> IIporpaMH pi3HHX piBHiB, opieHTaQii 
Ta TeMaTHKH, a TaKOlK JllOlKYTh 6ym JIK YHiBepcaJIbHHMH, TaK i crrerriaJIi30BaHHMH; 
3.n;iii:CHIOE:ThCg HB rrocriii:Hiii: OCHOBi; 
rrOE:.n;Hye pi3Hi TmIH HaB'IaHHlI (y KJlaci, Ha po6o'lOMY MiCl.\i, CTalKysaHHlI TOII\O); 
rroe.z\HYe pi3Hi l!lKepena HaB'IaHHlI (JIK BHYTpiIIIHi, TaK i 30BHiIIIHi). 

B ycix po3rJlllHYTHX YCTaHOBax iCHye OKpeMa $YHKl.\m rri,n;roTOBKH rrepCOHaJIY cll)')K6u 
6aHKisCl>KOro Har~. Y 3aJIelKHocri Bi.n; TOro,JIKHMH 'lHHOM oprarri3oBarra $ymcrdlI 
6arrKiBCl>KOrO Har~ .n;arroi Kpallm, l.\e MOlKe 6ym rri.n;p03.n;iJI yrrpaBJIiHHllrrepCOHaJIY 
rreHTJlaJIbHOro 6arrKY a60 Bi.n;oKpeMJIeHOrO Harng,n;OBoro areHTCTBa. ;0:0 TOro lK B pg,n;i KpaiH 
icHYlOTh Bi.n;.n;iJIH HaB'IaHHlI nepCOHaJIY Y CKJla,n;i rri).q>o3.n;iJIiB 6aHIdBCl>KOrO HarlIlI,lJy 
rreHTpaJIbHHX 6aBKiB (HarrpUKJl8,ZJ;, B Pe3epBHOMY 6aHKy lH.n;ii). 

IIpo$eciHHiii: IIpaIdBHHKH cJIYlK6 Har~ BCix KpaiH, m MH p03r~JIH, rri.n;JIgraIOTh 
crreidanhoBarriii: rri,n;roTOBrri. Y 6iJIbIDOCri Harng,n;OBHX oprarri3aQiii: Ta Cll)')K6 Har~ 
rreHTJlaJIbHHX 6aHKis rrepe.n;6a'leHa rrWOTOBKa MOnO,n;HX $axiBl.\iB IIpOTMOM rrepio.n;y Bi.n; 
O,n;Horo .n;o 'l:OTHpl>OX pom. Ue rrinKOM Bi.n;rroBi.n;ae rrOTpe6aM CJI)'lK6 Har~, OCKiJIbKH 
6aHKisCl>KHi!: Harng,n; rrepe.n;6a'lae HMBHiCTh 3Ha1ffiOl KiJIbKocri BY3l>KOTeXHi'IHHX 3HaHl> Ta 
HaBH'lOK, m He Brm'laIOT.b Y BHII\HX yq60BHX 3aKJl8,ZJ;ax. CaHrH Cll)')K6 Har~ 6araThox KpaiH 
(ClllA, BeJIHKa BpMTaHm, ABCTpruriJI, IIiB.n;eHHa AIjlPHKa, Karr8,ZJ;a) MiCTjiTl> .n;OCHTl> .n;OKJI8,ZJ;HY 
iHljlOPMa:QiIO II\o,u;o TOro, gKHi!: TpeHiHr Heo6xi,n;Ho rrpOHm MOnO,n;HM IIpaQiBHUKaM, lI\o6 
p03rrOqa'rn npOCYBaHHJlrrO CJIYlK6i Ta oTpHMaTH rrpaBO BHI<:OHYBaTH 3aB.n;arrHJI Bi.n;rroBi.n;Horo 
piBHJI CKJla,n;HOCTi. 

IIporpaMH HaB'IaHHll rrepCOHaJIY Bcix po3r~THX Ha'A:M areHTCTB Ta l.\eHTpaJIbHHX 6arrKiB 
rr06y.n;oBaHi B 3aJIelKHocri Bi.n; OC06J1HBOcTeii: .n;mlOi' YCTarrOBH. HaIIpUKJl8,ZJ;, MaE: 3Ha'leHHJI Te, 'IH 
iCHYe B .n;arriii: YCTarrOBi crrerriaJIi3aidg 3a pi3HHMH HarrpjiMKaMH (ljlaxiBL\i B faJIY3i Kpe.n;HTy, 
iHBeCTHl.\iii: TOII\O). BpaxOByroThCg TaKOlK OC06J1HBOCTi oprarri3aQii' Harng,n;OBHX $YHKl.\iii: -
T06TO, 'IH 3.n;iii:CHIOeTl>Cg BMi':mHii: Ta 6e3BH13HHii: HarJIJl,ll; pi3HHMH 'IH O,n;HHMH i THMH lK CaMHMH 



npa~ilnIHKllMH, 'IH iCHye B YCTaHoBi oKpeMBil nizIpo3.zUn MeTO){Onorii a60 BCi MeTO){Onori'lHi Hapo6KH CTBOPIOIO'l'bCX npllKTHKllMH TOII\O. B 3lIJIelKHocri Bm D;Wro HaB'UUThlIi nporpaMH, mci nponoHylOTI>cJI POHHM KareropiJIM npaItiBHHKiB, MOJKyTl> Bi){pORllTHC!. omri Bm O)tHllX, a60 6ym yaiBepcanbHHMH. 

TaKHM 'lHHOM, B ){eJIKHX KpalHax noniTHKa II\O){O HaB'IaHHJl nepcoHany opiE:HTOBaHa Ha 
nim"oTOBKY tl>axiBms yniBepcanI.Horo nmy B noe){HanID 3 neBHOIO Kim.KiCTIO npaItiBHHKiB, mci MalOTI> cnemanbHi 3HaHHJl B neBHiH 06nacri (HanpHKnM, B ABcrpanll, KaHa,zd, ,l(aBii, CIllA, JInoHii, BeJIHKiH EpHTaHii",), imni KpaiHH HaronollI}'lOTI> Ha opi~ ITa cnemani3axtiIO ixHix npaItiBHHKiB (I.lIBeJtig, Cimanyp, HopBeriJI). B 3lIJIelKHocri Bm 1U>0ro poHi opraHi3aqii MOlK}'TI> 
npHJtimmI 0c06nHBY ysary YHitl>iKoBaHiH ni.u;roroBm tl>axiBms, Konn BCi npaItiBHHKH 3060B' Jl3ani npoiiTH '1epe3 neBHy KinI.Kicn. yniBepcam.HHX KYPCiB i 6ym Y 3M03i BHKOHyBIITH pOHi HarnJl){oBi 3aB){aHHJl TIl 3aMiRlITH omri O){HHX. 

O){HaK He06xi,zJ.Ho 3a3Ha'IHTH, 11\0 JIKHMH 6 He 6ynn oco6nHBocri opraHi3anii nporpaM 
HaB'IaHHJl, ){nJI BCix HHX xaprucrepHi TIiKi cninbHi pHCH: 
1) HaB'IaHHJI nO'IHHaE:ThCJI 3 KOPOTKOro KYJlCY opieHTaniimoro xaprucrepy, lIKIrli ){ae HOBHM npar(iBHHKaM 3aranI.He YJIBneHHJI npo .ztiJuu,Hicn. YCTaHOBH, mCnJI '101'0 BCi npaItiBHHKH 

npoXOMTb '1epe3 iHTeHCHBHi TIl P03nmpeHi KYPCH 6iJn.m KOHKpeTHOro xaprucrepy, 3 JIKHX BJIacHe i 6y.u;yIOThCJI nporpllMH ni.u;roroBKH nepcoHany;· 
2) nporpllMH nmroTOBKH nepcoHany BCix po3rmmyrnx: ycnmOB nepe){6a'lalOTI> HaJIBHicn. PJl){y piBHiB pi3Horo cryneHJI CKJIa){HoCTi; 
3) KpW KYPCiB CnemanbHoro rexm'IHoro xapaKTePY, nporpllMH HaB'IaHHJI nepcoHany BCix po3rmmyrnx: YCTaHOB BKJIIO'IaIOTI> KYPC II\O){O ni.u;roroBKH nHc!.MoBOl ){oK)'MeHTaUii TIl KYPC II\O){O nmroroBKH TIl npoBe){eHHJI YCHHX npe3eH'I'ar(iji. 

CJri.zl TaKOliC 3a3Ha'IHTH, 11\0 HaB'IaHHJl nepcoHany e nOCTiliHolO tl>YHKnieIO B ycix areH1'C1'BaX TIl IIeHTpanbHHX 6aHKax, npo mci ii,zJ;e MOBa. EiJn.micn. areHTCTB ){eKJIapye Ha CBOix caHrax, 11\0 HaB'IaHHJI nepcoHany e 6e3nepepBHHM npollecoM (BellHKa EpHTaHiJl, CIllA, ABcrpani.sI, KaHMa, JInOHiJI, IH){iJI TOII\O), OCKinI.KH npotl>eciiiHi 3HaHHJl TIl HaBH'IKH HarnJl){oBms nOBHHHi 
BmnOBmam 3MiHaM, mci Bee!. 'lac Bi){6YSaIOThCX B 6anKiBC!.KOMY ceKTOpi TIl B eKoHoMiIti B3arani. 

Bci npoq,ecillHi nporpaMH nmroroBKH nepcoHany nOCJUlYIOTh HaB'IaHHJl B KJIaci (B OCHOBHOMY Y tl>opMi ceMiHapc!.KHX 3aHJITh) 3 ni.u;roroBKOIO Ha po60'lOMY Micm. Bci HarnJl){oBi areHTCTBa TaKOliC HaMaraIOTI>CJl3a6e3ne'IHTH CTaliCysaHHJI ('1acTO 3a KOP){OHOM»){nJI JlKOMOra 6iJn.moi KinI.KoCTi cBOix npaItiBHHKiB. CTaliCysaHHJI 3a KOP){OHOM oco6nHBO 3aOXO'!yE:ThCJI arellTCTllaMH KpalH miaTC!.Kboro perioHy (Iimll, IIiB){eHHo"i Kopel, CHHranYPY, rOH-Konry) TIl 
CKaH){anaBC!.KHX KpalH (HopBerii, ,l(anii). Y TOH CllMHH 'laC areHTCTBa 6anKiBc!.KOro HarnJl){y 6iJn.mocri 3aXimmx KpalH caMi aKmBHO nponoHylOTI> CTaliCYBaHHJl CBOlM KOneraM o-3i KOP){OHy (CIIIA, ITiB){eHHa Atl>PHKa, BeJIHKa EpHTaHiJI, liIBellI\apiJI). KpiM TOro, 3aOXO'!yE:ThCJI 
CaMoni.u;roroBKa nepcoHany, ){nJI '101'0 B 6araThox opraHi3aniJIx nponoHylOThCJI ){HcraHniHHi Y'!6oBi nporpllMH (CIIIA, BeJIHKa EpHTaHiJI, IliBellI\apiJI, JInoHiJI). 

Bci p03rlllIH}"li areHTCTBa HarnJI){y TIl lleHTpanbHi 6amm, opraHi3YIO'IH tl>ymatiIO HaB'IaHHJl cBOix npar(iBHHKiB, nOKaJIMaIOTI>cJI JIK Ha 30BHimHi, TaK i Ha BHyTpilnni ){liCepena IIpHHilllI! 



-------------,~-~-

CaMOllOCTIlTHOCri BIIKOPIlCTOBYCThClI A)')Ke umpoKO i MaIDKe B ycix OPrllHax HarJIlfJ\Y. ~e 

3P03yMinO, 3BaJKlUO'III Ha BiiooKO cnen;iruri3oBIIHIlil: xapaKTeP )1iHJn,HOCri 6l1HKiBCbKIIX 

HarJIMOBn;iB. Bararo HarJIMOBIIX opnmhan;iii: ~ecJIlOIOTh, mo ixHi nporpaMII ni;J,roToBKII 

nepooHany CnHPaIOThClI B nepmy 'lepry Ha BHYTPimHi. pecYPCII, KOJIII tJ;OcBi,wIeID npan;iBHIIKII 

HaB'IlUOTh Memn tJ;OcBi,wIeHIIX (ABcrpanill, CIlIA, BeJIIIKa BpHTaHilI, lliBen;ilI, 5InoHilI TOmO). 

ITpOTe cJIi.n; TaKO)l( 3a3Ha'lIlm, mO umpoKO npaKTIIKYJOThClI i CTIDKYBaHHlI, npOCnyxOByHaHHlI 

Micn;eBIIX Ta MbKHapotJ;HIIX ceMiHapiB 3a ~TIO clJaxiBn;iB pilHIIX npoclJeJIiB - BHKJIatJ;a'liB 

yHiBepcHTeriB, KOJIetJ;)l(iB TIl ~RIlHI'OBIIX n;eHTpiB. )];0 Y'lacri B ni;J,roroBn;i nepooHany TaKO)l( 

3aJIY'1lUOThClI 6aHKipii (CIlIA, ABcTpanill, ITiBtJ;eHHa AclJPIIKa, KaHatJ;a, 51noHilI, IHtJ;ilI). 

HaB'IaJlbHi n;empu. 

IIJ;e otJ;Hiero OC06JlHBiCTIO, lIKa cnocTepiraen.ClI B opraID3an;il HaB'laHHll nepcoHany pilHIIX 

KpalH, e HaJlBIDcn. n;eHTpiB nWOTOBKII nepooHany. ~i n;eHTpH OpieHTOBaHi lIK npaBHJIO Ha 

phHOMaHimi clJoPMH HaB'laHHlI. B HIIX MO~ npOXOtJ;HTH nitJ;fOTOBKY npan;iBHIIKII phHOro 

piBHlI, no'lllHlUO'III Bm BHm;IIX KepiBHHKiB i 3aKi1fqyro'III MOJIOtJ;HMH npan;iBHIIKaMH 3 pilHIIX 

perioHiB KpalHIi. 

KpiM Toro, Ha 6a3i tJ;ellKHX n;eHTpiB TaKO)l( opraHi3oBaHi cnen;ianboBaHi nporpaMII nWOTOBKII 

BHnYCKHIlKiB BmuOBitJ;HHX BY3iB 3 MeTOIO lXHboro notJ;aJIbmoro HaHMaHHlI Ha po60TY B 

n;eHTpaJIbHOM)' 6aHKY a60 B opraHi HarJlJl)Jy. T aKi cxeMH npaD;IOIOTh, HanpHKllatJ;, Y BeJlIlKili: 

BpHTaHil, ITiBtJ;eHHil!: AclJPHn;i, ABcrpanil, CIlIA. BORII MO~b 6ym P03paxOBaHi lIK Ha tJ;Ba:-TpH 

POKIl, TaK i Ha 6ilThm KOpoTKHli: nepiotJ; (Bm 5-6 MiclIr(iB tJ;O otJ;Horo POKY). 5IK npaBHJIO, Ha 

notJ;aJIbmy po6oTY 3anpomyIOThClI Hali:KPam;i cnyxa'li nom6m KYPCiB niclIlI ycnimHo 3tJ;aHIIX 

icnHriB. ITo cyri, 6araro TaKIIX n;eHTpiB 3a CBOlM xapaKTepOM noetJ;HYIOTh clJYIIKD;il BIIll(Oro 

Y'l60BOrO 3aKJIatJ;y, tJ;e roTYIOTh clJaxiBn;iB y rany3i 6aHKiBcbKoi CnpaBII, TIl HaB'laJIbHOI YCTaHOBH 

n;eHTpaJIbHoro 6aHKY Tala60 oprauy 6aHKiBCbKOro HarJIlfJ\Y. Bararo HaB'laJIbHIIX n;eHTpiB HaBiTh 

Ha3I1BaIOThClI KOJIetJ;)I(aMII i 6yJIII cTBopeHi CaMe 3 TaKOIO MeTOIO (HanpHKJIatJ;, B IHtJ;il). 

Y CnOJI)"leHIIX lliTIlTax opraHH HarJlJl)Jy CTBOPHJIII CniJlbHHli: tJ;lIlI BCix HaB'laJIbHO­

MerotJ;OJIOri'lIlHli: n;eHTp nm Ha3BOIO PatJ;a nHTaHb iHcneKTYBaHHlI clJetJ;epaJIbHIIX clJiHaHooBIIX 

YCTaHOB (Federal Financial Institutions Examination Council). MeTa n;iei opraHban;il­

BHpo6JIeHHlI cniJlbHIIX tJ;lIlI Bcix HarJIMOBIIX areHTCTB nmxotJ;iB Ta HaB'laHHlllxlHboro 

nepcOHany 3 ypaxYSaHHlIM r(IIX nmxomB. PatJ;a nponouye CBOI nocnyrn mOtJ;O ni;J,roToBKII 

nepooHany cJIy)1(6 HarJIlfJ\Y He JlIime y CnOJI)"leHIIX lliTaTaX, ane i tJ;ellKHM iHmIIM KpalHaM. 

HanPIlKJlatJ;, TaM npOXOtJ;llTh HaB'laHHlI TaKO)l( npan;iBHHKII OpraHiB 6aHKiBCbKOro HarllMY 

KaHatJ;H. 

B3arani HaB'laJIbHi n;eHTpH n;eHTpaJIbHIIX 6aHKiB Ta areHTCTB 6aHKiBCbKOro HarllMY 6araThox 

p03BHHeHIIX KpalH e MbKHapotJ;HHMH 3a CBoeIO CYTTlO, OCKiJlbKII nponoHYIOTh 6araro 

HaB'laJIbHIIX nporpaM tJ;lIlI HarJIMOBn;iB 3apy6i)I(HIIX Kpam, npIl'lOM)' lIK tJ;lIlI KepiBHOro CKJIatJ;y, 

TaK i tJ;lIlI clJaxiBn;iB. TaKHMH e HaB'laJIbHi n;eHTpH ~eHTp tJ;oc~eHb 3 nHTaHb )1iHJn,HOCri 

n;eHTpaJIbHIIX 6aHKiB (Center of Central Banking Studies) y BeJlIlKil!: BpHTaHil, KOJIetJ;)!( 

Pe3epBHoro 6aHKY ITiBtJ;eHHol AclJPHKII, lIKHli: o6cnyroBye PlltJ: aclJPHKaHCbKIIX KpalH, 

HaB'laJIbHHli: n;eHTp Han;iOHaJIbHOro 6aHKY lliBeli:n;apil TOmO. OKpeMO BmcrolTh HaB'laJIbRIlli: 



~emp y TOPOHTO, OCHOBHHH 4JOKYC ,ztiJvn.Hocri JlKoro - HaBqaHHll caMe KepiBHOro CKJI8,lIy 
cJl)')K6 611HKiBCLKOro Harmmy KpalH CBi1y. 

JImne Kim.Ka pom TOM}' 3a CnpIDlHHll AreIITCTlla po3BHTK)' CnonyqeHHX IlITaTiB AMepHKH 
6yJIO CTBOpeHO HaBqaJIr,HHH ~emp npH HmtiOHaJILHOM}' 6amcy TIOJILmi. IJ:emp 6yJIO CTBOpeHO 
B nepmy qepry 3 MeTOlO HaH6im.m e4JeKTHBHoro BHKOPHCTaHHlI.ZJ;OCBizIy, HaKOnHqeHoro 
ClI)')K6aMH Harmmy TIOJILmi TIl iHnmx KpalH cxWIoeBponeHcLKoro periOHY TIl KOJlHlIIHLOro 
CPCP. 

YHiKaJILHOIO 0c06JIHBicuo HaBqaJILHOro ~empy H~OHaJILHOro 6aHK)' TIOJILmi ere, II(O HOro 
nporpaMH npmHaqeHi B nepmy qepry ,nIDI HaBqllHHlI He KepiBHoro CKJI8,lIy, a 4JaxiB~­
HarJIll.n;OB~, JIK BmnoBi.n;aEOTh 3a e4JeKTHBHe 3anpollllJVKeHHll HarJIll.n;OBHX CTaH.napriB TIl 

MeTO.ZJ;OJIOri'lHllX po3po60K, 3.ztiji:cHeHHll nOBCJIK.ZJ;eHHoro Harmmy 3a 611HKiBCLKHMH YCTaHOBaMH 
TIl po6ory 3 npo6JIeMHHMH 6aBKaMH B KpalHax CxWIoeBponeHcLKoro periOHY. 

KYPCH, JIKi BHKJIa,naEOTh B HaBqaJILHOM}' ~empi H~OHaJILHOro 6aHK)' TIOJILmi, 3a3BaqaH 
MaEOTh npaKlHqaaH xaprucrep i no6Y.ZJ;oBaHi Tal(, lI(oo 3anpOnoH)'BaTH cnyxaqaM II(OCL 6im.me, 
IillK npocro reopiB: TIl 3araJILHOBi.n;OMi np3KTH'Illi npHKJIa,nH. OcKim.KH Iti K)'pCH CTBOpeHi ,nIDI 

.ZJ;ocBi.n;qeHHX npaItiBHHKiB-nprucrmciB, np3KTH'Illi 3aB.ZJ;aHIDr, JIKi po3B"JI3}'IOThCli Ha HHX, MaEOTh 
ni.n;BHII(eHHH piBeHL CKJIa,nHocri, II(O Bi.n;pOHHlleThCli Bi.n; lxHLoi lI(o.ZJ;eHHoi pymHOX po6om. 
TaKHM ~OM, BY3LKO rexmqaaH xaprucrep ceMmapiB 3YMOBJIIOe yHiKaJILHicn. nOJILCLKoro 
HaBqaJILHOro ~empy, npmHaqeHHll JlKoro - HaBqaHHJI CaMe .ZJ;ocBi.n;qeHHX 4JaxiB~, a He aID 
KepiBHlIl{l"Ba, aID MOJIO.ZJ;HX npaItiBHHKiB. 
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