 “Banking Supervision Mission”

The banking supervisory function is exercised by the Bank of Albania, the central bank of the country, according to the law “On the Bank of Albania”, no. 8269, dated 23.12.1997 and law “On the banking system in the Republic of Albania”, no. 8365, dated 02.07.1998.  

Banking supervision mission

Banking supervision mission means exercising a careful, continuous and independent supervision on all financial intuitions licensed by the Bank of Albania, so as to guarantee the progress of their business. Banking supervision represents a unique and anticipatory role with regard to problems that may emerge in institutions licensed by the Bank of Albania in order to prevent these problems from becoming a potential threat to the financial industry and especially banking system stability. If such a thing happened, inter alias, the public image and reputation of these institutions, as well as that of the Bank of Albania, would be damaged, bearing negative impacts on the soundness and growth of the Albanian economy. 

In compliance with its mission, the Bank of Albania being the supervising authority of banks and other financial entities licensed by it, intends to:

· Ensure a sound banking activity that is in good harmony with the Bank of Albania laws and regulations in order to prevent financial crises.

· Safeguard the banking system stability by monitoring and recommending measures adequate to the administration of banks, as well as by taking out of the market mal-administered banks that do not offer qualitative, on-license banking services. 

· Safeguard and strengthen banking system credibility as well as promote a trustworthy administration and take care of the depositors and shareholders assurance of their assets.

· Contribute to the enhancement of the banking system transparency by enforcing the market discipline and intensifying the public pressure on banks. 

· Provide a fair competition in the banking system and beyond, and ensure equal treatment of entities licensed by the Bank of Albania including their clients, too.

· Contribute in establishing an efficient banking system that would meet the public needs of high quality service at a reasonable cost. 

· Regulate the banking system activity by implementing policies and a legal framework in compliance with the best international practices and the country’s specific conditions.

· Undertake necessary steps in avoiding the criminal activities throughout the banking system (money laundry, frauds, etc.), co-operating with respective entities in the case being.   

Intentions of the Bank of Albania mission as a supervisory authority. 

The Bank of Albania, in compliance with its main objective, encourages the protection of settlement, liquidity and normal functioning of the banking system relying on market economy.  The intention of the Bank of Albania mission - as a supervisory authority - is based on certain principles, which include:

· Establishment and continuous improvement of the supervisory regulative framework, which does not affect the competition terms and does not discriminate financial institutions under supervision, is in harmony with the best international principles and applicable;

· Implementation of policies targeting a development-oriented banking system.

· Strict   implementation of legal and regulative, professional and ethical requirements in licensing financial institutions and examining also their executive bodies and shareholders;

· Continuous supervision through inspections and analysis of licensed institutions and their indicators, problems identification, undertaking corrective measures and observing their realization and effects;

· Increase of transparency in activities exercised by licensed institutions.

· Co-operation with financial institutions under supervision and with supervisory authorities of other countries;

· Continuous   enhancement of the Bank of Albania supervisory capacities. 

These principles are applied by the Banking Supervision Department in these aspects:

a. Adjusting the activity of second-tier banks and other licensed institutions, as well as continuous supervision (banking regulation, inspection and analysis). 

Banking regulation for second-tier banks and licensed financial institutions aims at an equal activity sphere for all the participants licensed by the Bank of Albania, certain limits in reducing risk and a framework of specified indicators, which would assess the activity of these financial institutions. Thus, the correct implementation of the regulative framework is assessed through inspections and supervision of quantitative and qualitative indicators of the activity. The Banking Supervision Department, in compliance with the authority given by respective laws, inspects every bank and foreign exchange bureau, every bank account and document of banks and other on-license entities. 

b. Supervising the entry of new banks and other non-bank financial institutions in market (through the licensing process).
Based on the legal framework determined mainly (however, not only) by the law “On the Bank of Albania” and the law “On the banking system in the Republic of Albania”, the Bank of Albania is exclusively responsible of licensing and supervising all the banks in the Republic of Albania. 

According to acts and decrees, the Bank of Albania has set requirements on entities applying for a bank, non-bank, saving-crediting agency, etc., license.

The license applications are examined based on the law “On the banking system in the Republic of Albania”, on transparent procedures, as well as on the international practice and experience.  

By observing the legal, operational, financial and administrative independence of banks, the Bank of Albania – in compliance with and implementing the law – examines banks’ applications and gives either preliminary approval or denies applications on:  termination of twinning agreements, additional financial activities, capital enlargement through non-liquid assets, capital diminution, repurchase of shares from the bank, appointment of one or more than one administrators, so that the bank joins, divides, merges or sells assets, etc..

c. Examining and approving the executive bodies of banks and the continuous assessment of their role in the bank’s performance;

This is a moment of great importance as the bank’s administration is determinant in its performance. The supervising process, apart from establishing the main moral, professional and ethical criteria, recognizes the responsibility and merits of banks’ administrators regarding its performance and it continuously assesses their activity. 

d. Supervising the bank and banking system financial performance (banking and banking system analysis);

Financial performance indicators of a bank or banking system in general are continuously analyzed by the Banking Supervision Department, through financial statements and indicators sent to the Bank of Albania. Based on the data provided, conclusions are drawn, problems identified and expectations are made on their future performance, as well as respective recommendations are given. 

e. Supervising the training process of banks and other licensed financial institutions (from corrective measures to license revocation).

Financial institutions licensed by the Bank of Albania, which present problems of concern to them and/or the whole system (violation of the Bank of Albania legislation, violation of license terms, credibility, unsafe and unstable activity, etc.), corrective measure are recommended pursuant to the legal and regulative framework. Penalties to the licensed financial institution and/or to the administrator are also provided for. This could go as far as putting the bank under custody for a certain period of time. If necessary, corrective measures could also include the license revocation and its liquidation. 

f. Establishing co-operation and information-exchange relations with financial institutions of the country.

In compliance with the supervising activity, co-operating relations are established with financial institutions (executive bodies and their shareholders) and other financial institutions, the activity field of which is related to the financial institutions licensed by the Bank of Albania. Here are included state institutions, supervising authorities of financial institutions not licensed by the Bank of Albania, certified accountants agencies, institutions supervising various instruments and their markets, etc. 

g. Establishing relations of co-operation and information exchange with supervising authorities of other countries. 

 The Banking Supervision Department, in compliance with its function, relies on its co-operation with the supervising authorities of other countries, where head-companies of financial institution are licensed, or licensed branches or affiliates of banks and other financial institutions having their headquarters in Albania. This co-operation is institutionalized through understanding and co-operation memorandums (or other documents) between respective authorities of the two countries.  

h. Enhancing supervising capacities.

This is a one of the main principles of the banking supervision function. It will promote human resources engaged and enhancement of their capabilities in supervision. It will also enable the adoption of the best supervising practices of international standards. 

