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Abstract. The ways of cooperation between municipal bank in Lviv and The European Bank for
Reconstruction and Development (EBRD) are suggested in the article. Financial and juridical peculiarities
of probable entry of The European Bank for Reconstruction and Development to the statutory fund of Lviv municipal bank are
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ity in Ukraine.
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B. M. KapniHeub

3006yBay HayKOBOroO CTyNeHA KaHAmAaTa eKOHOMIYHUX HayK, IHCTUTYT perioHanbHUX AOCHioXKEeHb

HAH YkpaiHu, PerioHanbHWin AmpekTop komepLiiHoro 6aHky y JlbBoBi, YkpaiHa

cniBnrPAUA MYHIUUMNATIbBHOIO BAHKY MICTA JIbBOBA 3

€BPOMNENCbKUM BAHKOM PEKOHCTPYKLUII TA PO3BUTKY

AHoTauif. Y cTaTTi 3anponoHOBaHO LUAXM chiBnpaLi MyHiumnanbHoro 6aHKy micta JlbBoBa 3 €BpPONENCbLKMM 6aHKOM PEKOH-
CTPyKUIii Ta po3BuTky (EBPP). BucsiTneHo iHaHCOBI Ta topnanyHi 0CO6NMBOCTI MOXIIMBOrO BXOAXKEHHA EBPP y ctaTyTHMI
Kanitan MyHiumnansHoro 6aHKy JlbBoBa. OnucaHi eKOHOMIYHI Ta IH(PPACTPYKTYPHI BUroam AnA KOMYHaNbHOrO CEKTOPY MicTa
JIbBOBa BiA AiANBHOCTI MyHiumnanbHoOro 6aHKy. MNMokasaHo, LWo cniBnpaua €BpoNencbKoro 6aHKy peKOHCTPYKLii Ta pO3BUTKY
3 MyHiuvnansH1m 6aHKom MicTa JlbBoBa BignoBsigae ctparterii i uinAm giAnsHocTi EBPP B YKpaiHi.

KnioyoBi cnosa: mMyHiuvnansHun 6aHK, €Bponencbknin 6aHK PEKOHCTPYKLIi Ta PO3BUTKY, KOMYyHanbHi NignpueMcTBea, rpo-
LUOBI NOTOKM, iIHPPaCTPYKTypa, CTaTyTHUIN KaniTan.

B. 1. KapnuHeu

covicKaTenb YyH4EHOW CTENEeHN KaHanaaTa 9KOHOMUYECKMX HayK, IHCTUTYT pernoHanbHbIX

uccnegosaHuin HAH YkpauHbl, PervoHanbHbIi AMpeKTop KoMmMmepyeckoro 6aHka Bo JIbBoBe, YKkpanHa
COTPYAHMYECTBO MYHULIMMAJIbBHOIO EAHKA rOPO[A JIbBOBA C

EBPOMNMENCKUM BAHKOM PEKOHCTPYKLUN U PA3BUTUA

AHHOTaumA. B cTaTbe NpeanoXeHbl NyTW COTPYyAHNYECTBa MyHuUmnanbHoro 6aHka JieBoea ¢ EBponencknm 6aHKOM peKoH-
cTpykumn n passmtnA (EBPP). OcBelleHbl (hMHaHCOBbLIE 1 IOPUANYECKNE OCOHEHHOCTN BO3MOXHOro BXoxaeHna EBPP B yc-
TaBHbIN Kanutan MyHuumnansHoro 6aHka JlsBosa. OnmcaHbl 3KOHOMUYECKNE U MHADPACTPYKTYPHbIE BbIroAbl ANA KOMMYHasb-
HOro cekTopa ropoga JlbBoBa OT AEATENIbHOCTM MyHMUMnanbHOro 6aHka. MNokasaHo, YTo coTpyaHu4ecTBo EBponeinckoro
6aHKa PEeKOHCTPYKLMN 1 pasBUTUA C MyHULIMMANbHbIM 6aHKOM JIbBOBa COOTBETCTBYET CTpaTernv u LenAM AeATenNbHOCTH
EBPP B YkpauHe.

KnioyeBble cnosa: MyHuuunasnbHbIi 6aHK, EBponenckuii 6aHK PEKOHCTPYKLUMU U pa3BUTUA, KOMMYHasIbHbIE NPEeANPUATUA,

LeHeXHble MOTOKM, UHGPACTPYKTYpa, YCTaBHbIA KanuTtan.

Introduction. It is evident in the Ukrainian regions that it is
necessary to attract financial resources into the housing and
municipal sphere. It is very complicated to solve this problem
without financial innovations. In order to improve the situation
with monetary resources management in the housing and com-
munal sphere of the cities a lot of Ukrainian scientists point out
the necessity of municipal bank creation. Exactly the municipal
bank should finance perspective projects in city’s social infra-
structure. However, there are no such institutions in Ukraine and
there is no practical expalanation in the native scientific litera-
ture how municipal banks must operate in the Ukrainian condi-
tions.

For the time being, it is getting more interest for Lviv region
in Ukraine in the attraction of the non resident investor’s money.
This money provides the opportunity to develop the situation in
all the spheres of social and economic activity and solve a great
number of current problems.

Brief literature review. Such scientists as N. Bidnyk,
N. Morynets, V. Vasylenko, M. Nikiting I. Sazonets, O. Mozgovyi,
V. Novytskyi, V. Stepanenko et al. in the scientific literature re-
searched the cooperation between Ukraine and EBRD and its
influence on the development of the state and regions
[1; 2; 3; 4].
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The reason of situation improving in the housing and munic-
ipal utilities of European states, in comparison with Ukraine, is
the availability of proper financial base. It is difficult to reform
housing and minicipal utilities in Ukrainian realia without reform-
ing financial and budgeting sphere. Budgetary system of Uk-
raine differs from the system of developed countries that is why,
it is difficult to adapt their experience to Ukrainian conditions. All
the economic scientists agree that it is necessary to attract
investments into the housing and communal utilities of Ukraine
since the public funds can not save the branch. In our point of
view, the creation of municipal bank in Lviv for financing a social
infrastructure of the city may solve a range of problems in hous-
ing and communal utilities. In particular, the creation of munici-
pal bank will make possible the cash flows to be honest and
favour the control over the financial order at these enterprises.
The problem is that for the time being there are no researches
on the peculiarities of the municipal bank operation in Ukraine.
V. Momot, O. Pervakov [5], L. Ponomarenko [6] considers the
problem of private fund attraction for reforming municipal mo-
nopoly. In our point of view, only municipal bank should be the
mediator between a private fund and municipal enterprises.

Purpose. The purpose is to show the possible benefits from
the cooperation between EBRD and municipal bank which is to
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be created in the city of Lviv. To substantiate the investment
attractiveness of the given project for EBRD and show how the
realization of the project will assist the development of munici-
pal infrastructure and energy efficiency in the city of Lviv.

Results. Ukraine became a member of EBRD in August
1992, after signing the President’s decree «Membership of Uk-
raine in European Bank for Reconstruction and Development»
(No. 379/92 from July 14th, 1992).

EBRD is the international financial and credit institution
which supports countries from Central Europe to Central Asia
for realization market reforms, its economic active integration to
the international administrative and supply connections [1].

The aim of cooperation between Ukraine and EBRD is the
development of enterprising, financial support of small and
medium private business, denationalization and privatization.
EBRD takes a role of economic changes catalyzer, assists the
attraction of local and foreign investments. This institution oper-
ates only on commercial principals, and in comparison with IMF,
gives only purpose-oriented credits for certain projects for pri-
vate and state institutions in order to develop the economy [2].

EBRD is the one of the largest investors for Ukraine. As per
December 2012, the Bank took the responsibility on providing
over 8 billion euros for 331 projects [7].

The Bank is focused on the improving of social infrastruc-
ture quality, which is state or municipal property, with its simul-
taneous influence reduction at the state or municipal finances.
Although the communal services are decentralizedin Ukraine,
they continue suffering from politization of tariff’s arrangement
and companies’ management, which provide with communal
services at the same height with local authorities and also suf-
fer from central government’s limitations on providing municipal
guarantees [8].

One of the biggest cities of Ukraine which cooperates with
EBRD is Lviv.

Modern European city, which Lviv eager to be, is the city
with developed infrastructure, which provides with all public ser-
vices for its citizens, in order to make their life comfortable. The
development of municipal infrastructure creates favourable con-
ditions for business activity on the city’s territory, thus, the cre-
ation of new working places and job placement possibilities,
better filling of local budget and, as a result, increasing of Lviv
citizens’ possibilities for better needs satisfaction in public ser-
vices.

However, taking into consideration a lack of internal city
possibilities and subventions from state budget for money accu-
mulation for investment projects realization, the important
source of fund filling could be internal and external lcans.

There is a necessity in the city of Lviv to attract financial
recources and locan money at the internal and external financial
markets for its infrastructure development. In particular, Lviv city
is a guarantee of the following loans [9]:

1) Credit from International Bank for Reconstruction and
Development (IBRD), the sum is 24.25 million USD under 6%
yearly (LIBOR); the borrower — Ministry of Finances of Ukraine
(MFU), subborrower — Lviv Local Municipal Enterprise
«Lvivvodokanal». In fact, Lviv Local Municipal Enterprise
«Lvivvodokanal» got 23.67 million USD. In order to pay off only
the credit body till the end of agreement in the year 2021, the
city and Lviv Local Municipal Enterprise «Lvivvodokanal»
should pay 2.07 million USD each year. For the time being 1.8
million USD of interests per the credit are payed;

2) Credit from EBRD, the sum is 12.0 million Euros under
6% vyearly, the borrower — Lviv Local Municipal Enterprise
«Lvivelectrotrans». The aim of the credit is the investment to the
local transport infrastructure. Loan is active till the year 2018;

3) Credit from European EBRD, the sum is 26.0 million
Euros under 6% yearly, the borrower is Lviv Local Municipal
Enterprise «Lvivavtodor». The aim of the credit is the invest-
ments into the reconstruction of streets in the city and connect-
ed networks, developing of local transport infrastructure along
the tram lines in the city. The loan is active till the year 2018;

4) The credit line limit was open by the Savings Bank of
Ukraine on the total amount 275 million hryvnias for buying
buses and trolley buses for prepairing and holding the Final part
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of the Football Championship Euro 2012. For the time being,
16.5 million hryvnias are got. No later than the year 2014 the
credit should be payed off. The borrower is the State Savings
bank of Ukraine. The rate of credit money usage is 14.8%,
including 7.4% owing to the local budget money and 7.4% owing
to the subventions from state budget.

On December 27th, 2012 at Lviv City Council meeting, the
decision was taken to give local guarantees on commitments
fulfilment by Lviv Local Communal Enterprise «Lvivteplo-
enego» of the credit with total amount 20.0 million Euro given
by EBRD for modernization of heat supply infrastructure in Lviv.

Also a permission to get the credit from EBRD and sign the
grant agreement with total amount 10 million Euro from Partner-
ship on energy efficiency and environment in Eastern Europe.
Credit is given for 13 years, a scheme of payment is 20 equal
fees each 6 months with reduced period on 3 years [10]. Main
percentage rate consists of: basis of percentage rate, which is
calculated on the basis of yearly interbank rate of Eurozone
(Euribor) + margin 5.5%. For the time being, the procedure of
agreements signing on credit and grant getting is being held.

For budget financing, Lviv issued three series of bonds:

1) In 2007, the bonds of the type A, with a total emission
amount was 50.0 million hryvnias, interest income — 9.45%
yearly. The last pay of interests was made simultaneously with
the bonds paying off on 20th of July, 2012;

2) In 2008, the bonds of the type B, with a total emission
amount was 42.0 million hryvnias, interest income - 9.95%
yearly. The last pay of interests was made simultaneously with
the bonds paying off on 19th of December 2012;

3) In 2009, the bonds of the type C, with a total emission
amount was 200.0 million hryvnias, interest income — 20% year-
ly. In 2011 Lviv City Council redeemed the bonds of the type C
with a total amount 110.0 million hryvnias. The last pay of inter-
ests has been made simultaneously with the bonds paying off
with a total amount 90.0 million hryvnias till May 29, 2014;

4) In 2012 the city planned to allocate the bonds of the type
D with a total amount 90.0 million hryvnias in order to refinance
(remeed) the bonds of the type C.

The creation of municipal bank for financing social infra-
structure of the city, in our point of view, could solve the prob-
lem in housing and municipal utilities. In particular, it will allow
making cash flows to be honest and favour the control over the
financial order at these enterprises.

Municipal bank is a juridical person which aims at getting
profits, has a right to provide bank activity and is controlled by
National Bank of Ukraine and local authorities for effective
usage and money control which are aimed to the development
of social city infrastructure [8].

While creating the municipal bank in partnership with EBRD
money, which are used for credits service, will stay in the city.
According to the item 70 of the Ukrainian Law «About local self-
government», local authorities, in terms of law, may create
municipal banks and get interests from its profits according to
the law, with its enlisting to the profit chapter of the proper local
budget [11].

(One of the examples of cooperation between EBRD and
commercial bank in Ukraine is the cooperation with Private Joint
Stock Company «Megabank». If we turn back to the operation
history of this bank we can see than in September, 2007 EBRD
opened a credit line for PJSC «Megabank» for 5 years with a
total amount 20.0 million USD for long-term financing of small
and medium enterprises with a technical support in addition.
PJSC «Megabank» started the progamme realization of micro-
crediting. In 2009 EBRD, KfW (Kreditanstalt fur Wiederauf-
bau) — German State Bank with 80% of shares which belong to
Federal German government and 20% belong to Federal
German lands and PJSC «Megabank» signed agreements on
their common shares purchasing of 30% of shares of PJSC
«Megabank»’s shares. Also in 2009 EBRD and PJSC «Mega-
bank» signed a credit agreement on providing the bank with 5
year financing with total amount 15.0 million USD, aimed at
small and average business support [12]. PJSC «Megabank»
increased the statutory capital from 150.0 million hryvnias to
500.0 million hryvnias during October of this year by means of
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holding additional shares emission. The shareholders of the
bank became EBRD and Kreditanstalt fur Wiederaufbau, each
of them got 15% of shares in statutory fund of the bank.

Thus, on November 14th, 2011 EBRD gave a credit to PJSC
«Megabank», total amount of which was 13.5 million USD in
terms of the programme of energy efficiency improving in
Ukraine (UKEEP). On April 10th, 2012 EBRD at the sharehold-
ers’ meeting introduced its member, a representative of
Observation Council. As per today, the capital of PJSC
«Megabank» consists of: 60.15% of shares belonged to physi-
cal person, 15.00% of shares belonged to EBRD, 15.00% of
shares belonged to KfW and 6.02% of shares belonged to
International Financing Corporation (IFC) [12].

Thus, EBRD gave PJSC «Megabank» almost 50 million
USD of credits and is the owner of 15% (7.5 million Euro) of
statutory capital of this bank. In our point of view, a similar coop-
eration of EBRD with newly created municipal bank in Lviv will
be more effective in financial resources usage. This effective-
ness will be provided by terms of territorial program concentra-
tion of financial social infrastructure in Lviv, and also by terms of
clear control by citizens of Lviv its financial resaurces. Control
over the cash flows of municipal enterprises will be done
through the Internet site of the municipal bank. Each citizen of
Lviv through the Internet site could check all the payings made,
could see how the credit from EBRD is used, for which pro-
grams and aims.

The sheme of cooperation between Lviv city, Municipal
bank and EBRD see below at Fig.

N r 1 ,
T g e\
fions Municipal bank ﬁ:f\.r;

& . . .

Lviv city EBRD

Services
Services

Infrastructure development of the city of Lviv and life improving of
its citizens

Fig. Sheme of cooperation between Lviv, municipal bank and EBRD
Source: Own research

Creation of municipal bank in Lviv and its operation and
cooperation with EBRD will give the opportunity to reach the
synergetics effect in social, ecomomic spheres from EBRD’s
programs introducing and effective financial resources usage.

In our point of view, the statutory capital of the municipal
bank in Lviv must have the following structure:

1) 25% +1 of the shares should be redeemed by EBRD,
such participation is possible for the time being if the municipal
bank exists at the bank market some period of time and is
attractive for investors, thus, in the Observation Council of the
Municipal bank will be a representative of this shareholder;

2) more than 51% of shares should belong to the city of
Lviv;

3) rest of the shares should be given to the juridical persons
who are residents, banks and physical persons, citizens inclu-
ding.

Municipal bank should cooperate with EBRD in terms of
attraction of cheap subordinated credits. Subordinated debt is
typical unsecured debt capital instrument (compound element
of the capital) which according to the agreement can not be
taken from the bank no earlier than 5 years, in case of bank-
ruptcy or liquidation is given back to the investor after all credi-
tor’s claims extinction. It means that in case of bank liquidation
joint commitments should be payed off after the payment with
depositors and creditors, but before the payment with share-
holders [13].

Since municipal bank will have its special tasks, the forma-
tion of statutory capital and organizational operation structure
(O0S) will differs from the ordinary bank. In such way, citizens
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will directly have a control over share holding of municipal bank
through Lviv City Council.

According to the National Bank of Ukraine instruction
«About regulation of banks operation in Ukraine» [14] the stan-
dard (factor) correlation of regulative capital to the commitments
(N3-1) should be no less than 10%. So the municipal bank with
statutory capital 120.0 million hryvnias could attract credit
resources (deposits from citizens and juridical persons) in total
amount 1.2 billion hryvnias.

Main functions of the municipal bank, which should be writ-
ten in its manual, are: financing of debt commitments of the city
and municipal enterprises crediting in order to develop social
infrastructure of the city. It is clear that questions will arise on
bank norms holding (N-9) — maximum credit size, guarantees
given to the one insider (no more than 5%) and (N-10) — maxi-
mum total credit size and guarantees given to insiders (no more
than 30%) that is why the permission of National Bank of
Ukraine for increasing these norms (N-9) to 20% and (N-10) to
50%. Not taking into account the less profitableness, these
directions should in priority for municipal bank. The next in pri-
ority for municipal bank operation should be crediting of private
juridical and physical persons, thus, ordinary bank operation.

According to the «Thomson Reuters» information [15], for
the time being, the deposit average rate in Ukraine for 12
months for physical person is 19.38% in Hryvnia; 7.91% in USD;
6.72% in Euro. lt is clear that if the munipal bank attracts finan-
cial resources with such rates, it suffers interest-bearing losses.
In order to cover above mentioned interest-bearing losses, Lviv

municipal bank must: 1) cooperate with state authorities
for compensating a part of interest-bearing losses; 2)
cooperate with international finance and credit institutions
in order to get access to cheap credit resources.

Taking into account the public importance of municipal
bank operation, it could effectively cooperate with State
investment and national projects agency of Ukraine, State
agency on energy efficiency and energy preservation of
Ukraine. Also a part of municipal bank’s losses can be
coved by local budget.

One the one hand, as a finance institution, and impor-
tant institution for public, on the second hand, the munici-
pal bank will have great opportunities for effective accu-
mulation and money control.

Conclusions. In the article we suggested a formation
method of statutory capital of municipal bank in coopera-
tion with European Bank for Reconstruction and Develop-

ment. The statements which suggested are to be enlisted to the
municipal bank’s manual could provide it honest operation. Lviv
City Council will control municipal bank, as the its part in the
statutory fund will be more than 51%, but the rights of all
investors will be ensured, rights of EBRD as well. The system of
decisions taking should ensure the balance of its participant’s
interests.

Being a participant of the municipal bank’s capital, Euro-
pean Bank for Reconstruction and Development could control
all cash flows of its own projects in Lviv and this will have influ-
ence on its efficiency. The city will be a guarantee on credits
given to the municipal enterprises in order to realize the pro-
gram of citizens’ life improvement.

Further researches should find out the possibilities of prices
reduction of credit resources which municipal bank will give to
municipal enterprises for improving Lviv social infrastructure.
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piHaHCOBOro cekTopy i, nepLu 3a Bce, 6aHKIBCbKOI cohepum Ta iHGhopMauiiHOI iHppacTpyKTypu cy4acHoro 6aHKy, Lo AacTb
MOXX/IMBICTb 3a6e3MeYnTy 3pOCTaHHA | KOHKYPEHTOCHPOMOXXHICTb 6aHKIBCbKOI yCcTaHOBW. ABTOPOM BU3HAYEHO HarpamMu
BnnmBy IT Ha ynpasniHHA rpOLLIOBMMYM MOTOKaMu 6aHKiB. JJoBeAeHo, Lo iHgbopmauiiHa iHppacTpykTypa 6aHKy mae 6asyBa-
TUCA Ha yHIBepcasbHIN iHTerpauiiHivi nnaTgopmi, Lo BianoBigae Mi>KHapoAHNM CTaHaapTam.

KnroyoBi cnoBa: rpoLuoBi MOTOKM, e(heKTUBHe ynpas/iiHHA, onepauiviHa, (hiHaHcoBa Ta iHBeCTuUiiHA AiAbHICTb GaHKy,
iHgbopmauiviHi TexHonorii, cnctema BMP, apxitektypa mogeni BMP,

E. C. CepreeBsa

acnupaHT, npenoaasaTent kadeapbl 6aHKOBCKOro Aena,

Oneccknin HaumoHasbHbIN 9KOHOMUYECKUIA YHMBEPCUTET, YKpanHa

BJIMAHUE UHO®OPMALIMOHHBLIX TEXHOJIOT'MA HA YNPABJNIEHUE OEHEXXHBIMU MOTOKAMU BAHKOB
AHHOTaumA. Ha coBpemeHHOM aTane B YKpaMHe akTUBHO pacCMaTpuBatoTCA BOMPOChI OTHOCUTENBHO pedhopmmupoBaHuna dn-
HaHCOBOro ceKkTopa u, npexae Bcero, 6aHKOBCKON cdrepbl U MHGOPMaLMOHHOW UHDPACTPYKTYPbl COBPEMEHHOMO HaHKa, YTO
[acT BO3MOXHOCTb 06€Cne4nTb POCT U KOHKYPEHTOCNOCOH6HOCTL 6AHKOBCKOIO y4pexxaeHnA. ABTOPOM OnpeneneHo, YTo MH-
dopMaumoHHanA nHgpacTpykTypa 6aHka fomkHa 6a3npoBaTbCA Ha YHUBEPCAIbHON UHTErpaumMoHHON nnatdopme, Kotopasa
oTBEYaeT MeXAyHapoAHbIM CTaHAapTaM.

KnioyeBble cnoBa: AeHeXHble NOTOKM, ahheKTUBHOE yrnpaBneHne, onepaumoHHas, mHaHcoBaA U UHBECTMLMOHHAA AeA-
TenbHOCTb 6aHKa, MHpopMaLMOHHbIe TexHonorun, cuctema BMP, apxutekTtypa moaenv BMP.
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INFLUENCE OF INFORMATION TECHNOLOGIES ON CASH FLOW MANAGEMENT

Abstract. In Ukraine issues of financial sector and foremost bank sphere and informative infrastructure of modern bank are
actively examined on reformation, is at that stair, which will provide possibility of growth and competitiveness of bank. The author
found that the informative infrastructure of bank of the future would use a universal integration platforms suiting world commu-
nity standards.

Key words: cash flow; efficient management; operating; financial & investment banking; information technology; system of BMP;
model architecture BMP.

JEL Classification: E52, G21

3-4(2)’°2013 ECONOMIC ANNALS-XXI

39



