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I. GENERAL PROVISIONS
1. The aim of the Cash Changeover Plan is to envisage the procedure for cash changeover at the time of the introduction of the euro in the Republic of Lithuania, the key participants in the process of cash changeover and their functions, in order to adequately prepare and ensure a smooth changeover from the national currency, litas to the single currency, euro. 

2. The Cash Changeover Plan has been elaborated according to the competence of the European Central Bank, the EU Council and the national central bank, established in the Treaty establishing the European Community, in the field of the issuance into circulation of euro banknotes and euro coins and having regard to the scenario and key elements for the introduction of the euro in the Republic of Lithuania envisaged in the National Changeover Plan. 

3. The third version of the Cash Changeover Plan has been prepared in close cooperation with the Cash Working Group, which includes the representatives of the Bank of Lithuania, all commercial banks, the Central Credit Union of Lithuania, the Ministry of Finance and the UAB Falck Security. This Plan will be further coordinated and revised having regard to the proposals from and decisions of the participating institutions. Working out the final version of the Cash Changeover Plan is scheduled for September 2006. 

II. KEY PARTICIPANTS IN THE PROCESS OF CASH CHANGEOVER 

4. The key participants in the process of cash changeover are the Bank of Lithuania and commercial banks. Participating in the process of the currency changeover they cooperate with the following third parties: the security and valuables transportation company UAB Falck Security, the Association of Trade Enterprises, the Central Credit Union of Lithuania and the Lithuanian Post Office. 

5. The Bank of Lithuania is responsible for the timely provision of euro banknotes and coins. It must be prepared for the frontloading of commercial banks with euro banknotes and coins. The Bank of Lithuania is implementing measures for reducing the volume of cash in circulation. 

6. Commercial banks are responsible for sub-frontloading of their customers with euro cash, organisation of the distribution of euro banknotes for the general public via the ATMs network, and are involved in the process of cash withdrawal from circulation. 

7. In the process of cash changeover, an important role has been given to the security and valuables transportation company UAB Falck Security, which is in charge of the delivery of euro cash to commercial banks and their customers. 

III. PROVISION OF EURO BANKNOTES AND COINS 

8. 
The Bank of Lithuania is responsible for the timely provision of euro banknotes and coins. During the period of preparation for the introduction of the euro, the Bank of Lithuania will coordinate with the European Central Bank and the national central bank of the state which will supply the banknotes, the legal and logistics aspects of the supply arrangements for euro banknotes.  A euro banknotes borrowing agreement will be signed with the European Central Bank and the Deutsche Bundesbank. Currently the ECB has been preparing a standard contract for the lending of euro banknotes from the Eurosystem’s strategic stocks. 

Delivery of euro banknotes to Lithuania: October-November 2006
9. 
Euro coins of the Republic of Lithuania are planned to be minted by the UAB Lithuanian Mint (hereinafter referred to as the LM) or by a foreign mint having the right to mint euro coins. The LM will be ready to mint euro coins before the adoption of the EU Council Decision on the abrogation of the derogation and the euro adoption date in the Republic of Lithuania. The LM will have sufficient production capacity to mint the volume of coins necessary for the changeover provided the minting period is not shorter than five months. 


Minting of euro coins for Lithuania: July 2006 – March 2007 
10. 
On 24 February 2005, the Board of the Bank of Lithuania approved plaster models to be used for the national side of euro coins. The symbol of the national emblem, the Vytis, surrounded with 12 stars, will be depicted on the national side of all denominations of euro coins, along with the inscription Lietuva, the year of issue, and other marks. The images on the national side of circulation euro cents and euro coins meet the recommendations for the national side of euro coins approved by the EU Council and are coordinated with the European Commission. Following the adoption of the decision on the introduction of the euro in the Republic of Lithuania by the EU Council, the images of the national side of euro coins will be published in the Official Gazette (Valstybės žinios) and the EU Official Journal. 
IV. FRONTLOADING OF EURO BANKNOTES AND COINS 

11. 
Cash frontloading involves the distribution of euro banknotes and coins to commercial banks and their customers before the euro adoption date. The purpose of frontloading is: 


-
to simplify the logistics of cash distribution (transportation, storage, distribution) by arranging the necessary processes over a longer period and reducing related costs; 

· to accelerate cash exchange during the dual circulation period; 

· to provide in advance with facilities for cash handlers to get better acquainted with the new currency being issued into circulation. 

12. 
Preparation procedures for euro cash frontloading involve the establishment of legal instruments (rules, contracts) for cash frontloading operations, development of the infrastructure of commercial banks (vaults, information systems, currency processing equipment, cash transportation and security systems) for accepting euro banknotes and coins, and the evaluation of the demand of commercial banks. 

13. 
The Bank of Lithuania has developed Draft Rules for Euro Frontloading. The Rules establish the main requirements for euro frontloading contracts, define eligibility criteria for the collateral to be provided against the euros being distributed. The selected flexible conception of frontloading will enable banks to provide themselves with euro cash at the time convenient for them, to adjust their demand, where necessary, and to dispose of the collateral to the maximum extent. As collateral, the Bank of Lithuania will accept securities used for monetary policy operations and cash deposits. Commercial banks will  settle for the euros frontloaded using the deferred debiting model, i.e. the distributed euros will serve as “a loan bearing no interest on the collateral”. Such a benefit will not be available when banks will provide for the Bank of Lithuania cash deposits as collateral. The Bank of Lithuania will pay a fixed amount of interest on deposits provided as collateral. 

14. The security and valuables transportation company UAB Falck Security will develop logistic plans and schemes for euro cash transportation, purchase additional equipment for coin counting and processing. 

15. 
The European Central Bank intends to issue guidelines for euro frontloading for the new EU member states at the end of the second quarter this year. Based on these guidelines, Draft Rules for Euro Frontloading and draft contracts for frontloading of commercial banks must be worked out and coordinated in the third quarter of 2006. 

16. 
Commercial banks presented a request to start frontloading of euro coins not before 1 October 2006 and of euro banknotes not before 1 December 2006. 

Approval of the Rules for Euro Frontloading: by 1 September 2006
Draft standard contract for euro frontloading of commercial banks: by 1 September 2006
FRONTLOADING OF COMMERCIAL BANKS 

17. 
The frontloading being implemented by the Bank of Lithuania involves  distribution of euro banknotes and coins from the Bank of Lithuania to commercial banks. 

18. 
The Bank of Lithuania, in close cooperation with the Cash Working Group, will ensure coordination of actions between the Bank of Lithuania and commercial banks to enable commercial banks to provide themselves with sufficient amounts of euro banknotes and coins by the euro adoption date. The amounts of cash frontloaded to commercial banks must be sufficient to ensure a further progress of the frontloading process and to provide with euro cash their customers: trade enterprises, The Lithuanian Post Office and other economic entities. 

SUB-FRONTLOADING OF COMMERCIAL BANK CUSTOMERS 

19. 
The sub-frontloading being implemented by commercial banks involves the distribution of euro banknotes and coins to their customers: trade enterprises, The Lithuanian Post Office, the Central Credit Union of Lithuania and other economic entities. 

SUB-FRONTLOADING OF THE GENERAL PUBLIC 

20. 
In the new EU member states, including the Republic of Lithuania, sub-frontloading of the general public is not envisaged at the time of the euro adoption. According to rough estimates, there are approximately 1 million euro banknotes in circulation in Lithuania and, therefore, the Lithuanian population has the possibility to acquire euros at commercial banks. 

V. PREPARATIONS AND MAIN STAGES OF THE CASH CHANGEOVER PREPARATIONS 

Evaluation of Demand

21. Commercial banks have carried out initial evaluations of their demand for euros before the euro adoption date and submitted them to the Bank of Lithuania. According to the experience of the states currently belonging to the euro area, during the first days of the euro introduction there is usually a higher demand for smaller-denomination banknotes, thus this was taken into account during the evaluation of the demand for cash. Commercial banks plan to take from the Bank of Lithuania about 18 million banknotes of different denominations (28 per cent of the total volume of banknotes to be exchanged) and 53.6 million euro coins (37 per cent) before the euro adoption date. These figures and the denomination structure will be revised with regard to the cash turnover situation. Commercial banks with a smaller cash turnover plan to provide themselves with euro banknotes fully or partially from the euro area countries. 

Final evaluation of commercial banks’ demand for frontloaded euro banknotes and coins: the third quarter 2006
Infrastructure

22. The Bank of Lithuania has already basically prepared its vaults for euro acceptance. By the end of 2006, in order to cover the shortage of cash processing capacity,  additional cash processing equipment will be acquired and that available will be adapted for euro processing. Schemes for the arrangement of euros in the vaults of the Bank of Lithuania have been elaborated. 

23. Commercial banks have carried out initial assessments of the eligibility of their vaults for euro acceptance. Issues relating to the insurance of the risk involved in cash transportation and management have been discussed with the cash in transit companies provide services for commercial banks. About 80 per cent of cash turnover goes to four largest domestic commercial banks. They purchase cash handling and transportation services in the market from the UAB Falck Security. The UAB Falck Security revises the vaults system administered by it, considers possibilities for increasing the established maximum limits on cash, risk insurance and management possibilities, and plans the logistics of cash transportation. The Bank of Lithuania has contracts for cash with commercial banks only. Cash in transit companies operate under the authority of commercial banks. 

24. Commercial banks have already been acquainted with the packaging requirements for euro coins and banknotes. Euro banknotes of all denominations are packed 100 pieces in a package and 1000 pieces in a block. Euro coins: 1, 2 and 5 cents – 50 pieces in a roll, 10, 20 and 50 euro cents – 40 pieces in a roll, 1 and 2 euro coins – 25 pieces in a roll, blocks of coins of all denominations – 10 rolls in a block. 

25. Euro banknotes will be delivered in blocks 1000 banknotes each and covered by polythene. The minimum amount of distributed banknotes will be one block, with the exception of 200 and 500 denomination euro banknotes. The minimum amount of these denominations will be one block (100 pieces). Euro coins will be packed in paper rolls. Ten rolls will form a coin block covered in polythene film. The minimum amount of frontloaded coins will be one block. Euro coin and/or banknote kits for trade enterprises and economic entities have been abandoned.

Technical preparation of commercial banks and cash in transit companies to accept euro banknotes and coins: by 1 October 2006


Automated Teller Machines (ATMs)

26. About 43 per cent of national households have bankcards and may use ATMs during the introduction of the euro. Therefore, ATMs owned by commercial banks will become an important measure to distribute euro banknotes among the population. About 90 per cent of the operations of the ATMs network comprise distribution of cash. 

27. ATM adaptation for the changeover process executed by commercial banks is one of the most important projects. The ATMs software, accounting, logistics for euro cash loading will be rearranged in accordance with individual plans of banks. It is envisaged that by 1 January 2007 about 70 per cent of 1056 ATMs operating at the present moment will be ready to distribute euro banknotes. The remaining portion of ATMs will be loaded with euro banknotes already within the first week of 2007. Selecting ATMs to be loaded with euro banknotes at the latest, commercial banks consult each other by analysing the structure and layout of the ATMs network on the territory of Lithuania in order to ensure a smooth euro distribution to the public. 

28. During the initial stage of the changeover, it is intended to limit the number of euro banknote denominations loaded to ATMs up to two, by loading ATMs with 5, 10 and/or 20 denomination euro banknotes. 

29. The Bank of Lithuania will analyse technical feasibilities to provide the banks with a sufficient amount of banknote denominations suitable for ATMs.

By 1 January 2007 at least 70 per cent of ATMs shall have to be prepared to distribute euro banknotes

Litas Cash Withdrawal from Circulation

30. According to the data as of 1 January 2006, there are about 67 million pieces of litas banknotes and almost 630 million litas and cent coins of various denominations in circulation. The weight of litas banknotes in circulation is 65 tons, and that of litas and cent coins ​– about 1300 tons. A full exchange of all circulating litas into euro will require about 63 million of euro banknotes and about 197 million of euro and cent coins, the latter weighting approximately 60 and 800 tons respectively.

31. Technically the most complicated part of the cash changeover process will be litas and cent coins withdrawal from circulation and frontloading of euro coins. When planning operations of litas and cent coins withdrawal from circulation, it is important to know a possible amount of coins that may return and their place in circulation. A precondition based on the experience of euro area countries has been made that the return of lower denomination –1, 2, and 5 cent coins will amount to about 60 per cent, and that of larger denominations – about 80-90 per cent. According to preliminary assessments, about 85-90 per cent of the low denomination coins are in trade enterprises, the rest of part of them is held by the population. They may hold about 25-30 per cent coins of larger denominations. 

32. National commercial banks own near 650 population service sites. All service sites of commercial banks are located in larger towns or regional centres. According to the data as of 1 February 2006, there were 1056 ATMs operating in the country. The majority of ATMs used have four cassettes and can distribute banknotes in several currencies.

33. It is anticipated that litas banknotes and litas and cent coins will start to return from circulation prior to the euro introduction day, but their largest flows are expected on the first days of the changeover. Due to large quantities of litas banknotes and coins withdrawn from circulation, it is important to appropriately prepare logistics for cash acceptance and transportation. To reduce the volume of cash in circulation prior to the euro introduction and facilitate currency processing logistics, cash collection programmes will be envisaged. The Bank of Lithuania is already carrying out a campaign of the exchange of piggy coins into larger denomination coins or banknotes. Another measure – to organise saving programmes that encourage the population to put accumulated savings in cash on bank accounts. The Banks will be allowed to pledge deposits to the Bank of Lithuania by distributed euros, and the Bank of Lithuania will pay interest for deposits according to the set interest rates. Decisions pertaining to the expediency of these programmes shall have to be made on a comprehensive assessment of practical possibilities of their implementation and impact on the liquidity of the financial system. Based on the experience of euro area states, savings programmes are envisaged to be held on the last quarter of 2006.
Saving programmes aimed to reduce the amount of cash in circulation and saving boxes are envisaged to be held in the last quarter of 2006

34. In planning the withdrawal of national currency litas from circulation, the Bank of Lithuania is analysing expediency and facilities to create a network of coin counting devices able to ease and speed up coin acceptance from the public and small enterprises. A relatively insignificant quantity of banknotes in circulation (about 67 million) does not pose problems for their exchange. The current infrastructure of commercial banks and capacities of banknote processing are sufficient for smooth acceptance and processing of banknotes. 

35. Due to limited possibilities of commercial banks in accepting and processing litas coins that account for more than 1300 tons, the Bank of Lithuania is considering with trade enterprises options of delivering the coins to be withdrawn directly to the Bank. . 

36. During the changeover, the Bank of Lithuania plans to respectively prolong the commercial bank service network and to apply flexible servicing timetables.

37. In its preparations for the litas withdrawal from circulation, the security and valuables transportation company UAB Falck Security has evaluated the suitability of cash processing and storage centres, of the premises of cash collection points and transport vehicles under its possession. It will prepare logistics plans and layouts for the transportation of litas withdrawn from circulation.

Ensuring of Security 

38. Ensuring of security, – physical or possible cheating, – is a very important precondition for a smooth preparation of the cash changeover process. Commercial banks have expressed their concern as to ensuring security during the euro introduction. It is envisaged to strengthen security inside commercial banks, at least within the dual circulation period. The Lithuanian Police has established a task force to ensure security arrangements for the preparation of the changeover and during the introduction of the euro. After consultations with the police authorities, the Bank of Lithuania has designated its responsible officer to the task force in order to maintain contacts between the police and the Cash Working Group. A prompt exchange of information will enable a more effective planning of measures against cheating and money counterfeit, as well as ensure a higher degree of security. The security and valuables transportation company UAB Falck Security will develop the management plan of cash transportation risk and malicious actions.

dual circulation period 

39. From the euro adoption day, the euro will become the single legal tender to be mandatorily accepted for payments, except for the defined dual circulation period of 15 calendar days of euro and litas. Within this period the banks will no longer be allowed to distribute litas cash. Trade enterprises, service providers and other economic entities will have to endeavour to give the change in euros. Euro banknotes will also be distributed by the ATMs network. It is envisaged that within these two weeks about 80 per cent of litas in circulation will be exchanged into euros. The heaviest burden of the changeover will be born by commercial banks and trading enterprises (paying in larger denomination banknotes for a smaller value of goods and receiving the change in euros). When accepting litas banknotes and coins, as well as cent coins to be exchanged into euros and distributing euros for litas, commercial banks will not be allowed to charge any conversion fees. Commercial banks will exchange litas into euro free of charge for 60 days following the date of the adoption of the euro. The Bank of Lithuania will also exchange litas into euros for an unlimited period of time without any charges.

40. No limitations are planned as to the amount of exchanged litas. An exception – a direct application directive of the European Commission which establishes that the buyer may refuse to accept more than 50 coins in making one payment.

41. Litas amounts on commercial bank accounts will be converted into euros on 1 January 2007 by applying the irrevocably fixed conversion rate of the euro and the litas approved by the EU Council. It is envisaged that commercial banks will be allowed to use customary servicing prices when clients withdraw cash from their accounts.

period after the dual circulation  

42. After the dual circulation period commercial banks will accept litas and exchange them into euros free of charge for 45 calendar days more. Upon the expiry of this period, commercial banks will be entitled to charge a fee fixed by themselves for the exchange of litas into euros. The Bank of Lithuania will accept and exchange litas into euros (banknotes and coins) for an unlimited period of time.

43. It is supposed that within these 45 days about 10-15 per cent of the total volume of litas in circulation will be exchanged by commercial banks and cash desks of the Bank of Lithuania.

44. Litas exchange into euro after the dual circulation period in regional centres will be smooth due to existing developed commercial bank networks (about 650 service sites). In order to create convenient possibilities of changeover for the population in small towns and villages, small entrepreneurs and city population who will have failed to exchange litas within the two months period of exchange free of charge at banks, the Bank of Lithuania envisages to use the Lithuanian Post Office network (950 service sites proportionally located Lithuania-wide). The Lithuanian Post Office should have to ensure a free of charge litas exchange for euros in its branches until the end of 2007.

VI. TRAINING OF CASH HANDLERS AND PUBLIC INFORMATION

45. A smooth euro introduction cannot be ensured by technical logistics measures alone. Timely, precise and understandable information on all practical euro introduction issues to the public and business community is of an immense importance. Appropriate information communication measures are foreseen in the Public Information Strategy, which is being implemented by the Public Information Working Group managed by the Bank of Lithuania, collaborating with all bodies of state power and administration.

46. It is probable that during the changeover in the country the number of cases of attempting to counterfeit money as a result of taking the advantage of the situation may increase. One of the main organisational arrangements to prevent counterfeit money from getting into circulation is to provide cash handlers with appropriate equipment for checking the authenticity of money and get them acquainted with security features of money. 

TRAINING AND INFORMATION for THE PREPARATION PERIOD


47. In order to ensure adequate information about the new currency to the public and cash handlers, the Bank of Lithuania in collaboration with the specialists of the European Central Bank and the Central Bank of the Netherlands has developed material for a training programme for cash handlers. The training programme envisages different training levels, training material may be selected in accordance with knowledge requirements, professional experience and education. After the evaluation of the number of cash handlers to be trained, the introductory stage of the training programme will present initial training about peculiarities and security features of euro banknotes and coins, while at later stages cash handlers will get technical information and participate in practical training ensuring proper consolidation and use of their knowledge.

48. During the second quarter of 2006, the final estimation of training demands of commercial banks, Lithuanian Post Office, trade enterprises will have to be performed. It is already evident that specialists of the Bank of Lithuania will not be physically able to train all cash handlers. Therefore, “an avalanche” model has been chosen for the organization of training: The Bank of Lithuania specialists will train “future” teachers and they will train their colleagues. In cases when the application of such a model is impossible, e.g., when training retailers, the Bank of Lithuania plans to hire consultants. Based on the recommendations of teachers, cash handlers training programmes are envisaged to be held in the last quarter of 2006.

Training of cash handlers to work with the euro money: the fourth quarter of 2006
TRAINING AND INFORMATION after the changeover


49. Having introduced the euro and having determined areas of the public and cash handlers where “the avalanche” model justified itself not in full or was insufficiently effective, training will be organised on the basis of demand. Information will be presented in various forms and different levels of complexity. The Bank of Lithuania specialists will deliver adapted lectures to cash handlers of commercial banks by including topics on the recognition of counterfeit euro money, explaining the most popular and most frequently applied methods on the imitation of security features of euro money. After lectures control tests for the recognition of counterfeit money will be held. 


