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1. Basic Information

1.1 Programme: IPA 2015 Action Programme for Albafhindirect Management with ex-post
control)

For British applicants: Please be aware that dlityilcriteria must be complied with for the
entire duration of the grant. If the United Kingdawthdraws from the EU during the grant
period without concluding an agreement with the Bfbsuring in particular that British
applicants continue to be eligible, you will ceasereceive EU funding (while continuing,
where possible, to participate) or be requirecetvé the project on the basis of Article 12.2
of the General Conditions to the grant agreement.

1.2 Twinning Sector: Finance, Internal Market amsiomic Criteria
1.3 EU funded budget: 800 000 EUR

2. Objectives

2.1 Overall Objective:

To provide support to the Bank of Albania (BoA) ssengthen macroeconomic, financial
stability, auditing, supervision and payment systanits preparation for membership in the
ESCB and eventually the Eurosystem.

2.2 Specific objective:

To support the consolidation of the BoA capacibigdurther aligning its legislation with EU
acquis such as:

- Strengthening banking supervision;

— Fostering macroeconomic and financial stability;

- Ensuring a more efficient and secure payment sysisirservices;

— Aligning methodology and dissemination of Statistiand

— Improving institutional capacities in terms of Imtal Audit and European Integration

Process.

2.3 Contribution to National Development Plan/Coopeation agreement/Association
Agreement/Action Plan

This Project will directly contribute to the objaes mentioned in the following strategic
and/or programming documents:

1. Indicative Country Strategy Paper (adopted on the 18.08.2014) sets out the
priorities for EU financial assistance for the per2014-2020 to support Albania on its path
to EU accession. The IPA Il Regulation states flmancial assistance shall mainly address
five policy areas from which point (a) focuses cegforms in preparation for Union



membership and related institution-and capacityding.

2. National Strategy for Development and Integration B15-202Q0 amongst other

priorities has put special emphasis on the niegdrovide a sound financial and banking
activity, which: will guarantee the safety of says of Albanian citizens; will promote

financial stability; will contribute to the posigvunctioning of the economy in general.

From this prospective broadening and deepenindndurthe financial intermediation in the
country remain one of the key challenges. Otherontgmt priorities are set: to improve the
guality of the loan portfolio in the banking systetm further strengthening risk management
capacities; to increase the harmonization betwapgrrsisory authority and fiscal policies; to
address effectively non-performing loans; to imgrdke instruments for assessing systemic
risk; to increase the financial inclusion.

3. The European Commission’s 2016 2018 Progress Repoitbania noted that Albania is
moderately prepared in the area of economic andetaon policy and recommended
measures to further align the legislation with thequis as regards the BO0A'’s
independence and accountability. The central bankdstablishes the primary objective
of price stability, in line with the primary objée¢ of the European System of Central
Banks and during the period 2014-2015 the securapsparency and internal auditing of
the Bank were strengthened. However, the Reportgoiut that further action is needed
to improve the functioning and governance of BahRlbania and The ongoing review of
the Law on the Bank of Albania with the direct helpIMF and Bd'ltalia aims at the
further approximation with the acquis in particulagarding the independence of the
members of the Supervisory Board as well as th&kBatcountability. should be aligned
with EU rules, which require: stronger independeateentral banks, the prohibition of
them by directly financing the public sector andtlier enhancement of accountability
and transparency.

Regarding the banking supervision, the EU Commissiatlined that the banking system
remained solid and liquid. However, further measwaee needed in order to address the
issue of non-performing loans, involving all kelstholders including The Bank of
Albania is successfully implementing the actiompiar reducing non-performing loans in
the banking sector. As necessary, with a view toeating a sustainable reduction of their
level. In this context, the Government could sttbeg its efforts in addressing
impediments related to judicial enforcement andlatetal execution would appear
helpful.

4. National Plan for the European Integration (NPEI) 2018-2020 underlines the need
to improve the functioning of the Central Bank ider to better fulfill its legal mandate to
maintain consumer price stability and to promotoand and a safe banking system, in line
with best practices of ESCB. The NPEI 2018-202€stthat the work of the BoA during the
medium — long term will be focused in achieving tbowing objectives:

! Decision of the Council of Ministers No.404, daf&105.2015 ©On the Approval of the National Plan for
European Integration 2015-2020



- Further harmonization of legislation with the acgu

- Promoting a safe and sound banking system

- Improving the protection of the euro against couigliting —
- Promoting a sound and safe payment system

5. Medium-term Development Strategy of Bank of Albania2018 - 202Qpresents the
main objectives of BoA, which are largely in linéthvthe recommendations concluded in the
final report of the “Need Analysis for BoA” in 201%his projects aims at addressing some of
these recommendations, thus, supporting the impitatien of the BoA strategy 2019 -2021.

Objectives like partial implementation of Pillao2Basel Il, adoption of a risk-based banking
supervision and enhancement of the cooperationsaadng information ECB, ESCB and
other European institutions, have been broadly Awetdther important direction, related with
alignment of EU legislation has been on track. Mepgecifically:

» The Supervisory Council of the Bank of Albania byed®ion No. 72, dated
06.12.2017 approved the new regulation “On the wego plans of banks”, which
repealed the existing guideline “On the recoveanp! and has entered into force on 5
January 2018. This regulation is in alignment wHW regulation 2016/1075
supplementing Directive 2014/59/EU and with the EBA 2015-02 and the EBA
GL 2014-08. This regulation comes in line and fulfils the uggments of Law No
133/2016, dated 22.12.2016 "On the Recovery aralutisn of Banks in the Republic
of Albania";

» The Supervisory Council of the Bank of Albania bgdsion No. 73 and Decision No.
74, dated 06.12.2017 approved some amendmenttesheto the Regulation No.
63, dated 14.11.2012 “On the core management ptexiof banks and branches of
foreign banks and the criteria for the approval teéir administrators” and the
Regulation No, 67, dated 02.09.2015 “On the inteandit system”. The amendments
aimed further approximation with the recent requieaits of the ElAcquis such as
with European Directive 2013/36/ECEBA Guidelines “On Internal Governance”
(2017) and “On the assessment of the suitabilitthembers of the management body
and key function holders” (2017), as well as witle Basel Committee Documents
such as "Guidelines on corporate governance pteifor banks" (2015) and "The
internal audit function in banks" (June 2012).

» The Supervisory Council of the Bank of Albania ke tDecision No 27, dated
04.04.2018, approved some amendments to the Reqguldbd 48, dated 01.07.2015
“On consumer credit and mortgage credit”, whicheead into force on 1 June 2018.
These amendments of the regulation aimed at a higtignment with the
requirements of European Union Directive 2014/17/8dh credit agreements for
consumers relating to residential immovable profert

2 EBA GL 2015-02 “On the minimum list of qualitatieend quantitative recovery plan indicators”.
% EBA GL 2014-06 “On the range of scenarios to bedus recovery plans”.
4 On access to the activity of credit institutiomsldhe prudential supervision of credit institusand investment firms



Progress of the BoA and the results of cooperationith other European institutions and
the IMF and World Bank Group

From a historical point of view cooperation withrBpean institutions, coincides witthe
Twinning Project “Strengthening the institutional capacity of the Albanian Central
Bank particularly in the areas of banking supervison, statistics, payment systems and
the implementation of monetary policy”, implemented by the Banca d’ltalia in
partnership with Banque de France, during the peria January 2011 — April 2013. The
programme focused on thestrengthening of the supervision of the bankindseas well as
strengthening the system of cashless paymentsrasd-border flows and also in increasing
the efficiency of data collection and processirig,.e

The implementation of the project was largely acegs. All the mandatory results of the
project were achieved. During the 20 months ofdheation of the project were implemented
108 activities according to 6 components of thegmto In the field of banking supervision and
financial stability various new regulations havebelrafted or approved, in the statistics field
preparation of a two year action plan for balanéepayments statistics were realized;
modernization of the payment systems and the upgyaof oversight activities, and an in

depth analysis of monetary policy framework and eyomarket functioning and a Master
Plan for EU accession process have been designed.

The second major project is directly related with tTechnical Cooperation Programme
with the central banks of the Western Balkans prepang their accession to the
European System of Central Banks (ESCB) - Need Anais for BoA’ conducted in 2014
and carried out by the Eurosystem. It aimed atss#sg the regulatory and operational
framework of the BoA, as well as its policies andqtices, against the standards of the EU
central banks, with a view to the integration af fRRepublic of Albania into the EU and the
consequent integration of the Bank of Albania itite European System of Central Banks
(ESCB) and thereafter the euro area. The analysisred 13 areas concluding with 194
recommendations depicting a comprehensive map @& Beeds on: A) accounting and
financial reporting; B) banking supervision; C) kaates and coins; D) communication; E)
EU integration; F) financial stability; G) humansoairces; H) information technology; )
internal audit; J) legal services; K) monetary gpland operations; L) payment systems; and
M) statistics

Quite recently a number of study visits and mis&perts mainly from Banca d’ltalia were
part of a bilateral agreement. A key part of ttesgeration is the ongoing review of the Law
“On the Bank of Albania” with the direct assistammelMF and Banca d’ltalia, aiming to
aligner with EU practices, important legal conceqish as: independence of central banks,
the prohibition of them by directly financing theitgic sector and further enhancement of
accountability and transparency.

During 2018, the Bank of Albania has been visiteuhf several TA IMF missions, providing
assistance and consultancy in various technicacsmpf monetary policy formulation and
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implementation, financial stability, statisticspsuvision and accounting.

In the context of the program "On Management andsGltancy in the Currency Investing”
(RAMP), cooperation with the World Bank has conéduin the direction of providing
technical assistance for the implementation ofnéegrated credit risk model and interest rate.

During 2018, the Bank of Albania with the assistamé the World Bank has finalized a
number of projects where it is worth mentioning s#tedy "On measuring the costs of
payment instruments”, an analysis of the Albaniamket regarding the financial inclusion of
the population from the point of view of paymerasd remittance market analysis. Based on
the findings of these studies and analyzes, th& Barlbania supported by the World Bank
has drafted and adopted at the fourth National Citi@enof Payments Committee, held in
May 2018, the "National Strategy for the Securiterket (2018-2023) ".

Cooperation with the World Bank has continued ia #reas of remittances and payments
including financial awareness and education, paymsgstems, securities clearing systems,
central securities depositors and central countexpa

Regarding emergency recovery and intervention, Baek of Albania has continued to
provide World Bank assistance in drafting regubatacts as well as identifying and
evaluating functions of critical importance.

Over the past year, cooperation with the Londono8chf Economics and Political Science
continued. An annual conference on Monetary PoliEgpnomic Integration and "New
Normality" was organized in November.

The Bank of Albania has continued its cooperatiaih WSVC, where it is worth mentioning
the commitment of experts from the Board of Direstof FED in the investigation of the
situation and in the training of the Bank of Albasiofficials in order to improve and update
the management skills of the BoA directors.

3. Description
3.1 Background and justification
The Bank of Albania (BoA) is the central bank of tRepublic of Albania.

The principal objective of the Bank of Albania esachieve and maintain price stability. The
other objectives of the Bank of Albania, which $he subordinated to the primary objective
of the Bank of Albania, shall be to foster the idijty, solvency, and proper functioning of a
stable market-based banking system. The basic td#stte Bank of Albania shall be: a) to
formulate, adopt and execute the monetary policjlbania, which shall be consistent with
its primary objective; b) to formulate, adopt anceute the exchange arrangement and the
exchange rate policy of Albania; c) to license evake and supervise banks that engage in
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the banking business in order to secure the barggisgem stability; d) to hold and manage its
official foreign reserves; e) to act as banker aaiser to, and as fiscal agent of, the
Government of Republic of Albania; and f) to promahe smooth operation of payments
systems. Any objective and other duty designatedife Bank of Albania subordinate the
achievement of its principal objective.

The Bank of Albania shall have the exclusive rightl will act as sole issuer of banknote and
coins as legal tender within the territory of theplblic of Albania. The Bank of Albania
promotes financial system stability - public comfitte in institutions, markets and financial
infrastructure - through regulating, licensing asdpervising banks and other financial
institutions, as well as regularly identifying amehalyzing risks and threats to financial
stability. As the Law No. 133/2016 on the Recoveng Resolution of Banks in the Republic
of Albania came into force in f1of July 2017, Bank of Albania acts as the Resofuti
Authority with a clear mandate to use the set cfohation tools and powersto deal
effectively with banks that are failing or are likeo fail, minimise the negative impact of
bank failures ontaxpayers and establish the Resolutidfund, financed by the banking
sector, to provide support for failing banks if ded. The Recovery and Resolution law is
largely in line with the BRRD.

The structure of the BoA comprises the followingpagéments: Monetary Policy; Monetary
Operations; Banking Supervision; Financial StapilitResolution; Statistics; Human
Resources; Legal, Research; lIssue; Payment Systmis Accounting and Finance;
Information Technology; Audit; Security and Protent Administration. In addition, it
comprises five Bank branches.

In view of future membership of Albania in the EBQA, is preparing itself to adopt and
implement the EU standards of the ESCB.

In 2014, BoA implemented the First Component of Treehnical Cooperation Programme
with the central banks of the Western Balkans piapatheir accession to the European
System of Central Banks (ESCB), financed through. IPhis programme was led by the
ECB in cooperation with other Eurosystem centralkisa(NCBS).

The final report delivered from the “Need analysis BoA” shows that in the areas covered
by the scope of the report, BoA is a professios#iiategically focused and transparent
organization with good technical capacity. Manyitsfcurrent regulations and practices are
already in line with EU standards. However, othegutations and procedures do not yet
comply with EU standards. Even though gaps weratified, it should be emphasized that
the NCB experts strongly acknowledge the BoA adtmeents towards EU accession.

The preparations for the future membership of BoAhe EU central banking community are
a challenge. The Bank’s institutional and strudtdevelopment and the process of adopting
the acquis require the reinforcement of the capsciand enhancement of the skills and
competences of the BoA. The recommendations listetNeeds Analysis for BoA” for each

of 13 areas analyzed, provide a solid base notiartirms of which areas the future technical
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cooperation shall tackle, but also on what remé&nise accomplished in order to fulfill the
ESCB requirements for membership.

Therefore, the Bank of Albania needs to implememr@ect aimed at closure of gaps as
identified in the 2014 “Need Analysis for BoA” Pragnme. That will speed up the process of
adjustment to European standards, in cooperatitin Btirosystem Central Banks. Since the
project intends to address core central bankinyies and the aim of BOA is the eventual

membership in the ESCB, the logical counterpantstfe implementation of the project are its
partner central banks.

3.2. Ongoing reforms

With regard to country’s effort in which Twinninggect will be implemented, as stated in the
document of théNational Strategy for Development and Integration,the priorities are based
on the needo provide a sound financial and banking activighich: will guarantee the
safety of savings of Albanian citizens; will proradinancial stability; will contribute to the
positive functioning of the economy in general.

From this prospective broadening and deepenindgndurthe financial intermediation in the
country remain one of the key challenges. Otherontgmt priorities are set: to improve the
quality of the loan portfolio in the banking systetm further strengthening risk management
capacities; to increase the harmonization betwaparsisory authority and fiscal policies; to
address effectively non-performing loans; to imgrdke instruments for assessing systemic
risk.

3.3 Linked activities

Bank of Albania has a positive historical recordhmiegard to relations with the European
Commission, ECB and ESCB. The culmination of thesktions coincides with the
implementation of two twinning projects, the outeof which is assessed as very positive.

1 — The Twinning Project Strengthening the institutional capacity of the Allanian
Central Bank particularly in the areas of banking supervision, statistics, payment
systems and the implementation of the monetary pay”, financed by the European
Union in the framework of the IPA 2010 Programme fo Albania was composed of 6
Components:

Banking Supervision and Financial Stability;
Statistics;

Payment Systems;

Inter-bank Money Market;

Coordination of the EU Integration process;
Financial literacy.
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The implementation of the project was to a largeixa success. All the mandatory results of
the project were achieved. During the 20 monthsthef duration of the project were
implemented 108 activities according to 6 compos@iftthe project. In the field of banking
supervision and financial stability various newukagions have been drafted or approved, in
the statistics field preparation of a two year@tiplan for balance of payments statistics were
realized; modernization of the payment systemsthadipgrading of oversight activities, and
an in depth analysis of monetary policy frameworid anoney market functioning and a
Master Plan for EU accession process have beegriski

Besides detailed training programs of the Bank tfaAia staff in various fields, the project
experts have developed new assessment methodss stesting methodologies and
recommendations, which aim at strengthening thekB&mlbania, through the introduction of

new procedures and methods in the functioning cink® according to the best practices of
the functioning of the European Systems of Ceriealks.

2 — The Technical Cooperation Programme with theraemanks of the Western Balkans
preparing their accession to the European Systef@eotral Banks (ESCB) carried out on
2014 from the Eurosystem. This programme covered ai@as concluding with 194
recommendations depicting a comprehensive map @& Beeds on: A) accounting and
financial reporting; B) banking supervision; C) kaotes and coins; D) communication; E)
EU integration; F) financial stability; G) humansoairces; H) information technology; 1)
internal audit; J) legal services; K) monetary ppland operations; L) payment systems; and
M) statistics.

3 — ESCB project "Programme for Strengthening theté Bank Capacities in the Western
Balkans with a view to the integration to the Ewap System of Central Bankss a
continuation of the successful former ECB-coordddaESCB programmes and is closely
linked to the former needs analyses of the Wed®atkans performed by the ESCB (last time
in 2014). Therefore, the programme is based ormksiti@d procedures within the ESCB.

The programme has been accurately developed ogepatt two years in close cooperation
be-tween NCBs, the ECB and the EC on the donoraidethe eight beneficiary institutions
on the recipient side. The content of the progranma® been carefully coordinated among
donors and recipients as well as responsibilitegheen shared among partners within their
abilities and capacities.

The program consists of two components:
Component One — Training and high-level policy vebidps:

Over the course of 24 months, it is expected tkatral bank and supervisory experts from
the WB6 will have undergone a training programmekew central banking and supervisory
issues consisting of 20 training events, eachngstp to three days, providing capacity for up
to 360 training places.



The training will focus particularly on specificsises in the areas of banking supervision,
financial stability, recovery and resolution, mangt policy, payment systems, statistics,
compliance and EU integration, governance policgesounting and internal audit, and will

be provided by experts from the national centrakisaof the ESCB and the ECB.

Component One will last the entire implementatieniqd.

Component Two —Bilateral measures and internships:

» Over the course of 18 months — starting six moaftes Component One — experts
from national central banks (NCBs) of the ESCB #re ECB will implement up
to two bilateral measures benefiting the six WestBalkan EU candidates and
potential candidates (meaning that — in the cagle mbre than one beneficiary,
i.e. Bosnia and Herzegovina -, the different ingtins benefiting from the action
will need to cooperate at national level).

* Furthermore, each WB6 country will be offered tlesgbility of maximum two
up to 30-day internships at a NCB or the ECB dependn the availability of
resources at the NCBs and the ECB.

Component Two will cover 18 months of the implenagion period starting six months after
the beginning of the implementation of the prograanm

Bilateral cooperation as part of the second compbokthe project will be determined taking
into consideration any possible overlap with otleehnical cooperation projects.

Twinning project will be complementary to the RawabProgram. Bank of Albania will take
all the necessary steps to avoid any possibleofiplotential overlapping.

The complementarity between two projects will bewead among other things by the use of
different implementation methodologies and the @t#d scope of the Twinning support
which will be enhanced by the regional program.

4 — World Bank assistance on banking resolutiore Téchnical assistance will focus on
developing the by-laws to be adopted by Bank ofafilk in line with Law No. 133/2016 on
the Recovery and Resolution of Banks in the RepuddliAlbania.
5 — State Secretariat for Economic Affairs (SEC@3¥istance on monetary policy. The
Monetary Policy Department will be assisted on ntarnyepolicy analysis and implementation
and it will mostly be administrated through in-pmrsand remote technical assistance. The
length of the program is expected to be from en20df8 until 2020.”
6 — IMF technical assistance on banking supervisfopermanent advisor has been assigned
to support BoA efforts oStrengthening Financial Sector Surveillance.
7 — World Bank technical assistance on resolutidihe@ Non-Performing Loans.
FSVC technical assistance on banking supervisiareMpecifically the TA will consist on
* re-designing a risk assessment system for SCAdeimemting the requirements of the
new law and regulations;
* improving BoA’s Supervision Department capacities tegal and regulatory
requirements of licensing banks and NBFls, baseBdstandards;
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* improving BoA’s Supervision Department capaciti&s strengthening consolidated
supervision of financial institutions

3.4 List of applicableUnion acquis/standards/norms

Directive 2013/36/EU of 26 June 2013 on acces$éeoactivity of credit institutions and the
prudential supervision of credit institutions andestment firms;

Regulation (EU) No 575/2013 of 26 June 2013 on entidl requirements for credit
institutions and investment firms;

Directive 2014/59/EU of the European Parliament afidhe Council of 15 May 2014
establishing a framework for the recovery and rggmh of credit institutions and investment
firms

Directive 2014/92/EU of the European Parliament ahthe Council of 23 July 2014 on the
comparability of fees related to payment accoymyment account switching and access to
payment accounts

Directive (EU) 2015/2366 of the European Parlianaamd of the Council of 25 November
2015 on payment services in the internal market

Regulation (EC) No 924/2009 of the European Pasiatmand of the Council of 16
September 2009 on cross-border payments in the Comtynm

Directive 2009/110/EC of the European Parliamert ahthe Council of 16 September
2009 on the taking up, pursuit and prudential supen of the business of electronic
money institutions

Regulation (EU) 2015/751 of the European Parlianaarmd of the Council of 29 April
2015 on interchange fees for card-based paymergaciions

Basel 1l Accord;

European System of Central Bank Audit Policy;

Regulation of the European Central Bank No 795420®df 3 July 2014 on oversight
requirements for systemically important paymenteys;

Recommendations for the security of internet paysmefthe European Central Bank;

ECB Manual on oversight framework for credit tramsflirect debits and cards;
Euro system oversight policy framework of the Ewap Central Bank;

Drafting of Audit Manuals in line with European $ss of Central Banks;

Drafting of Procedures and Risk Assessment Metlugoin line with European Systems of
Central Banks.

ESRB Recommendation 2011/3 on the macroprudentiabiate of national authorities;
ESRB Recommendation 2014/1 on guidance for settiigitercyclical buffer rates;

ESRB Recommendation 2013/1 on intermediate obgstiand instruments of macro-
prudential policy.

Regulation (EU) No. 1071/2013 of the European GénBank of 24 September 2013
concerning the balance sheet of the monetary finhimstitutions sector.

Guideline of the European Central Bank on thestedil reporting requirements in the field
of quarterly financial account.

3.5 Components and results per component
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The project will aim to achieve the following retsul

Result 1 (Component 1) Supervision role and finanal stability strengthened in
accordance with the European framework and internaibnal best practices.

Sub-results 1.1 New sub legal acts, for implementation of Basehfid Capital Requirements
Directive were developed.

Indicators of achievement
- By law regulation on Basel Il and EU directive @pital requirements applied in line
with best practices of EU and ESCB,;
— Procedures and other changes affecting the daéyatipn were communicated to
banking system;
— Number of Banking Supervision Department staffriea;

Sub Result 1.2. New policy paper and guidelines for approximatiovith ESRB
recommendations were drafted.

Indicators of achievement
— Policy paper and guidance on meeting ESRB standar@ssuring financial stability
of the financial system produced and applied;
— Financial stability staff involved on producing aadalysing FSI trained.
— Banking industry got informed about Macro pruddrtbalkit and other policy related
with intermediate objectives and instruments of mmgrudential policy.

Result 2 (Component 2) monetarypolicy and Statistics harmonized in accordance with
the European framework and international best pracices.

Sub Result 2.1 New improved Monetary Policy Document was prepared

Indicators of achievement
— Improved version of MPR produced and disseminated.
— Supervisory Council was informed on changes andfeatres of MPR.
— Other market participants including Media journaliere informed accordingly.

Sub _Result 2.2.New sub legal act and manual aiming to alignmehBoA monetary
statistics and financial accounts with ECB requiais were drafted.

Indicators of achievement
- Improved version of annual FA output - flows dditg sectors/subsectors compiled.
— Data sources identified and methods for estimatidegeloped in order to compile
quarterly FA stocks and flows data, by sectors/scioss.
- Methodology for consolidation of monetary statistieveloped and applied.

Result 3 (Component 3)Auditing capacities functions strengthenedn accordance with
the European framework and international best pracices.
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Sub Result 3.1.New sub legal acts, manuals, policy documents taihing plans for
harmonization of Audit activity in line with ECB &SCB standards were developed.

Indicators of achievement
- By law regulatory documents aligning the Audit aityi with EU/ESCB best practices
approved and applied;
— Procedures and other changes were communicateaXa8&partments;
— Number of Audit Department staff trained;

Result 4 (Component 4)Payment systems harmonizeth accordance with the European
framework and international best practices

Sub Result 4.1 New legal act for PAD implementation was drafted;

Indicators of achievement
— Law for Payment Account in line with PAD submittedAlbanian Parliament
- Banking system got informed;

Sub Result 4.2.New manuals and for approximating with ECB staddahe BoA payment
system oversight framework were drafted.

Indicators of achievement
— Number of relevant BoA employees trained.
- Manual for oversight of payment instruments andea & recommendations for
security of internet payments approved and appfidishe with ECB standards;
— Number of relevant BoA staff trained.

Sub Result 4.3. A gap analysis followed by a roadmap on ECB Targetsystem
implementation was carried out.

Indicators of achievement
— A need analysis with special focus on TARGET2 cateld
— A scenario for possible connection between coustRTGS system and TIPS services
produced and operationalized;
— Number of staff trained in TARGET2 and TIPS issu@eperations, rules and
procedures) and 1SO20022 issues.

Result 5 (Component 5): Other central banking fundbns aligned in accordance with the
European framework and international best practices

Sub Result 5.1.New guidelines aiming to approximate with ECB sans regarding e-
recruitment process, recruitment of external Agpits and conditions of staff employment
for Staff.

Indicators of achievement
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— Guidelines for aligning some of the HR practiceshweCB standards approved and
applied
— Number of relevant BoA staff trained.

Sub Result 5.2 A roadmap to design the role and challenges objean Integration Office
was prepared.

Indicators of achievement
— Role and contribution of EIO determined;
- Role and contributions of other BoA units deterrdine
— Number of relevant BoA staff trained.

3.6 Means/ Input from the EU Member State Partner Alministration:

3.6.1 Profile and tasks of the Project Leader

The project is envisaged to provide exchange ofee&pce and know-how with a MS
Institution with good practice in the above stgpediect activities.

This project requires a Project Leader who willresponsible for the overall coordination of
the project activities. The Project Leader is expeécto closely work with the Resident
Twinning Advisor (RTA) and the short-term experss\sell as with the counterpart of the
Bank of Albania (Beneficiary Institution).

Profile:

» University Degree in Law, Political Sciences, ooBomics or equivalent professional
experience of 8 years

* Be a national of a Member State of the EuropeaotJni

* Proven contractual relation to a public adminigbrabr mandated body

» At least 3 years of specific experience either @giklative Service, or in the European
Department of the Central Bank of an EU MS;

* Managerial experience will be considered an asset

» Excellent English skills (oral and written);

» Excellent computer skills

* Previous experience in project management withlaimmature will be considered as
asset

» Overall project co-ordination and monitoring,

» Provide strategic advice on high level regardirigmas supported by the Twinning

* Monitor and steer the project implementation, idahg coordination and direction of
the MS TW partner, and develop corrective meastigesd when needed
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» Supervision of the implementation of the projectcmordination with the Albanian
Project Leader counterpart,

* Mobilizing short-term experts,

* Communicate with the beneficiary and EUD

» Closely work with the RTA and the short term expert

» Executing administrative issues (i.e. signing répaide letters etc.),

e Guarantee from the MS administration side, the esgftl implementation of the
project

» Ensure the backstopping functions and financialagament

» Participate in quarterly meetings of the Projeeeihg Committee with the BC PL;

» Participate in preparation of the initial and sujusnt work plans;

» Participate in preparation of interim and final ogp

» Undertaking all activities specified in the projecid achieving the mandatory results

3.6.2 Profile and tasks of the Resident Twinning Adsor (RTA)

Profile and tasks of the RTA

This project requires a Resident Twinning Advis®TA) as well as medium/short term
experts will implement the project. The RTA has thsponsibility to guide the work of the
team and collaborate closely with the beneficianynterpart.

The medium/short term experts will work in clos@geration with the RTA in order to meet
the specific objectives as set out above. The RTAcaoperate primarily with the staff of the
Bank of Albania and with the implementing instians.

Profile of the RTA

University degree in Economics, Finances, L8wagial studies or other relevant

field or equivalent professional experience of e@rg.

* Be fully conversant with relevant EU legislation the area concerned with
proven knowledge of conceptual / systemic issues practical experience from
an executive position;

* Must have at least three years’ experience @tviaes related to the
implementation of the EU acquis in the area covdygdhe Twinning project
fiche

» Good training, public speaking, presentatiod @ommunication skills;

» Excellent computer proficiency;

Excellent oral and written English communicatgkills;

TASKS:

The RTA will be located within Bank of Albania féites and over 12 month period will be
responsible for the following key activities:
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» Daily supervision, monitoring and on-site coordioatof the implementation of all
activities that fall within the Twinning projectiéluding proposing and implementing
corrective measures if and when needed.

» Provide technical advice and assistance to the raghrdtion or other public sector
bodies in the Beneficiary Country (BC) in the contef a predetermined work-plan;

» Developing and maintaining a close and permanesfepsional relationship with the
leadership and staff of the beneficiary institutigieep the Beneficiary PL informed
about the implementation and reports regularhheoMember State PL;

» Coordination of the activities of the team membigrdine with the agreed work
programs to enable timely completion of projecipois;

* Preparation of projects progress reports;

* Permanent contact with the beneficiary RTA Courdadrp

» Liaison with CFCU and EU Task Manager;

» Liaison with other relevant projects

» Ensuring smooth correlation between the activitiesdlines and the envisaged
results in the Work Plan; Ensure timely and cornegtlementation of the activities as
outlined in the initial and subsequent work plans;

* Preparation of the materials and documentationgigular monitoring and reporting;

* Preparation of side letters;

* Maintaining a close and permanent professionatiogiship with the Project Leader
(reporting),

» Together with the Project Leader, to nominate, himdband supervise the Short-Term
experts.

3.6.3 Profile and tasks of the Component Leader

The bulk of support from member state institutionBoA will be provided through short term
experts. Each component will have its own shonntexperts. For each component one of the
short term experts will act as a component leaahel coordinate, in close cooperation with the
RTA.

Component Leader 1 for result 1:

Profile

* University Degree in Economics or similar disciglimelevant to the project or
equivalent professional experience of 8 years imraébanking.

* Minimum 3 year of experience at the expert levebanking supervision;

» Excellent English skills (oral and written);

» Excellent computer skills.

Tasks:

» Undertaking all activities and achieving mandatiagks;

» Conducting gap analysis in the area of the bangimqgrvision and financial stability
expected results;

» Preparing and presenting all the proposals relattfdBasel 11l Accord Implementation;

Capital Requirements Directive Implementation aagi@l Requirement Directive
Implementation.

Component Leader 2 for result 2:
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Profile

* University Degree in Economics or similar disciglimelevant to the project or
equivalent professional experience of 8 years imraébanking.

 Minimum 3 year of experience at the expert levelmanetary policy analysis and
monetary and financial statistics;

» Excellent English skills (oral and written);

» Excellent computer skills.

Tasks:

» Undertaking all activities and achieving mandat@aigks in the area of monetary policy
and statistics;

« Conducting gap analysis in the area of the mopegtalicy and statisticexpected
results

» Elaborating and presenting the proposals in thaesanéthe project component.

Component Leader 3 for result 3:

Profile

» University Degree in Economics or similar disangli relevant to the project or
equivalent professional experience of 8 years imraébanking.

* Minimum 3 year of experience at the expert levehaditing of the banking system;

» Excellent English skills (oral and written);

» Excellent computer skills.

Tasks:
» To prepare training programs for the auditors argpsrt the effectiveness of the training
program;

» Undertaking all activities and achieving mandatiagks regarding the Internal Auditing
Manual,Regulation on operational risk management and Bgsigontinuity policy
document

» Conducting gap analysis in the area of the Inteknditing, Operational risk
management and business continuity policy bestipes;
» Elaborating and presenting the proposals in thaesaméthe project component.

Component Leader 4 for result 4:

Profile

» University Degree in Economics or similar disciglimelevant to the project or
equivalent professional experience of 8 years imraébanking.

* Minimum 3 year of experience at the expert levepagment systems;

» Excellent English skills (oral and written);

» Excellent computer skills.

Tasks:

» Undertaking all activities and achieving mandatagks regarding security internet
payments, Roadmap for Target 2 systems, etc.;

» Conducting gap analysis in the area of paymenesyst
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» Elaborating and presenting the proposals in thasanéthe project component.

Component Leader 5 for result 5:

Profile

» University Degree in Economics or similar disciglimelevant to the project or

equivalent professional experience of 8 years imraébanking.

 Minimum 3 year of experience at the expert levelEaropean integration including

HR best recruitment practices;
» Excellent English skills (oral and written);
» Excellent computer skills.

Tasks:

» Undertaking all activities and achieving mandataigks regarding E-recruitment and

European Integration Roadmap;
» Conducting gap analysis in the area of the compomanagement;
» Elaborating and presenting the proposals in thasapéthe project component.

3.6.4 Profile and tasks of the Short-Term Experts

Short-term experts will provide support to the Biemary administration and shall assist the
PL and the RTA in delivering the activities withime project. Tasks for short-term expert(s)
will be elaborated by Project Leader/RTA and thedfieiary counterpart at the work plan

preparation stage.

Profile

to the project or equivalent professional expeenic8 years in central banking.
Minimum 3 year of experience at the expert levethat related field according
contract;

Excellent English skills (oral and written);

Excellent computer skills.

Tasks:
» Undertaking all activities and achieving mandat@sults;
» Conducting analysis on the area of the project corapts;
* Preparing and conducting training programs;
» Elaborating and presenting the proposals on tree@fréhe project components.

4. Budget

University Degree in Law, Political Science, Econcsnor similar discipline relevant

to the

The budget for the project is EUR 800 000 whicH & covered by IPA contribution, in line

with the Twinning Manual.
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5. Implementation Arrangements
5.1 Implementing Agency responsible for tendering;ontracting and accounting

General Directorate for Financing and Contracting d EU, World Bank and Other
Donor Funds/ Central Finance and Contracting Unit CFCU) Albania, Ministry of
Finance and Economy, Albania

Ms. Enkelejda Kokthi

General Director

"Déshmorét e Kombit"Blvd. No.3,

Tirana — Albania

Delegation of the European Union to Albania
Ledia Mugo
The Project Manager at the EU Delegation

5.2 Institutional framework

Pursuant to Article 53, Law "On the Bank of Albdnido. 8269, dated 23.12.1997, the
Governor shall serve as the Chief Executive Offimiethe Bank of Albania in charge of the
day-to-day business of the Bank of Albania and @hamn of the Supervisory Council of the
Bank of Albania.

The Governor shall be responsible to the Supenvisdouncil for the execution of its
decisions, including the implementation of monetangdit, and exchange rate policies, and
for the direction, control and supervision on BarfikAlbania administration and operations.
In particular, the Governor is vested the powertake all actions required or deemed
advisable by him for the administration or openasgiof the Bank of Albania.

The Governor is appointed by the Assembly of theuRéc of Albania on the basis of the
proposal of the President of the Republic. The tefrthe Governor shall be seven years, and
he may be eligible for reappointment.

The Bank is managed by the Supervisory Councilclviie the highest decision-making and
supervisory body, and by the administrators, whethe governor, who chairs the Council
and the two deputy governors.

The Supervisory Council consists of 9 (nine) merspas follows:

a) The Governor, who is Chairman of the Supervisoryrd;

b) First Deputy Governor, who is Deputy Chairman @& @ouncil;
c) Second Deputy Governor; and

d) Six other members.
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All members of the Supervisory Council are appaintgy the Assembly (based on the
proposals of the bodies defined in Article 44 of thaw) for a 7 (seven) year term with the
right of re-election.

In December 2018 the Parliament voted for the cetig of six vacancies in the Bank of
Albania's Supervisory Council, of which 3 were goweent proposals and 3 by the
Parliament itself. At present, the Supervisory Golus complete and exercises its activity in
accordance with the Law on the Bank of Albania

The administration of the Bank of Albania is comgab®f fifteen services: 1. Legal Service;
2. Banking Supervision Service; 3. Human ResouBmwice; 4. Internal Audit Service; 5.
Monetary Operations Service; 6. Monetary Policyvider, 7. Financial Stability Service; 8.
Statistics Service; 9. Research Service; 10. ISargice; 11. Payment Systems, Accounting
and Finance Service; 13. Information Technologyiser 14. Administration Service; 15.
Security Service.

The task of legal service is tprovide to the Supervisory Council, Administrat@ased
organizational unit of the Bank of Albania the nesay legal assistance to carry out the
revision of regulatory framework and oversight flimes of the Bank.

The Legal Service is composed of 3 sectors: Banlgsiges Sector, Internal Issues Sector and
Financial Issues Sector.

The Director of the Legal Services carries outaiie supervision of the services under his
responsibility. The Director of the Legal Servidesunder the direct responsibility of the
Governor.

The IPA Unit in the Bank of Albania is set up undles direct supervision of the Director for
Coordination at Governor Office which is resporsifisr the programming, preparation and
technical implementation of the projects comingemits responsibility and funded under the
IPA 1l programme, in line with the Operational Agment and in accordance with the
relevant Financing Agreement. The Director for Gldaation of the Bank of Albania is also
head of IPA Unit. The IPA Unit is composed of 3 exp: 1 Project Programming Officer and
2 Project Implementation Officer.

The staff of the IPAU will ensure the co-ordinatiand the day-to-day running of the project
from the BC institution. The Project ImplementatiOfficer of the IPAU will beex-officio
RTA counterpart from the Bank of Albania. A dedamtProject Implementation Unit will
also be established for the implementation of tiogept.

5.3 Counterpart in the Beneficiary administration
5.3.1 Contact person:
Alma Marku, Specialist at the European Integratidfice, Governor’s Office.

Project Implementation Officer at the IPA Unit bEtBank of Albania
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Postal Address: Scanderbeg Square No.1, Tiranankbk- 1001.

5.3.2 Project Leader counterpart:

Mr. Gramos Kolasi
Director for Coordination, Governor’s Office, BankAlbania
Postal AddressScanderbeg Square No.1, Tirana, Albania — 1001.

5.3.3 The Resident Twinning Adviser counterpart:
Mr. Gerti Caushi
Governor’s Office, European Integration Office, Rani Albania

Postal AddressScanderbeg Square No.1, Tirana, Albania — 1001.

6. Duration of the project

Duration of the implementation period: 12 monthkeexecution period will end 3 months
after the implementation period of the Action (wgitkn), which will take 12 months.

7. Management and reporting

7.1 Language

The official language of the project is the oneduae contract language under the instrument
(English / French). All formal communications redjag the project, including interim and
final reports, shall be produced in the languagehefcontract.

7.2  Project Steering Committee

A project steering committee (PSC) shall oversedrtiplementation of the project. The main
duties of the PSC include verification of the pesg and achievements via-a-vis the
mandatory results/outputs chain (from mandatorult®®utputs per component to impact),
ensuring good coordination among the actors, fivadi the interim reports and discuss the
updated work plan. Other details concerning thabdishment and functioning of the PSC are
described in the Twinning Manual.

7.3  Reporting

All reports shall have a narrative section andraricial section. They shall include as a
minimum the information detailed in section 5.5r&€rim reports) and 5.5.3 (final report) of
the Twinning Manual. Reports need to go beyondviiets and inputs. Two types of reports
are foreseen in the framework of Twining: interimagerly reports and final report. An
interim quarterly report shall be presented forcdssion at each meeting of the PSC. The
narrative part shall primarily take stock of theogness and achievements via-a-vis the
mandatory results and provide precise recommendatand corrective measures to be
decided by in order to ensure the further progress.

21



8. Sustainability

The successful implementation of the project wilitfier improve the regulatory and
oversight functions of the Bank of Albania in gealeand in the EU-related issues in
particular.

The successful implementation of the project wiih about a more efficient and qualitative
approximation of Albanian legislation to the EQqgais,improve oversight functions of the
Bank of Albania in relation to the work of the gonment and independent institutions.

It also shall strengthen the institutional capaoityhe Bank of Albania and aligning it with the
European System of Central Banks model towardspmi@dence, accountability, internal
control and procurement.

9. Crosscutting issuegequal opportunity, environment, etc.)

Equal access in compliance with the constitutigoraicipal of equality will be guaranteed for
participation in this project. The selection of theining participants in this twinning
programme will be made on non-discriminatory criteregarding to men, women,
administration staff, members of parliament, m&oand opposition participation.

The project has no evident effect on the envirorttmen

10. Conditionality and sequencing

10.1 Conditionality

A key condition for the implementation of the Twing Project is the full support of the most
senior elected members level (such as the Goveamat,the Supervisory Council) and the
highest Bank of Albania civil servant level (such the Heads of Departments) to the
execution of this twinning project, independentfypolitical affiliations and of the political
situation. Additional conditionality includes:

» Co-operation and transparency among all partneds stakeholders involved in the
implementation of the project,

* Full commitment of both the Bank of Albania and tivnning counterpart to mobilize all
appropriate human and financial resources for aesstul implementation of the project.

The Beneficiary furthermore shall:

a) Support the RTA with office accommodation, trairsngooms and logistical
assistance, for details please refer to point ®i3he Twinning Manual at the
following address: https://ec.europa.eu/neighbourhood-
enlargement/sites/near/files/twinning_manual_201dpeate 2018.pdf
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b) Ensure that appropriate staff is made availablewtyk with the EU twinning
partner(s). Counterparts for each of the objectivé#lsbe appointed to facilitate the
implementation of the respective activities of thénning project;

c) Be responsible for providing the EU experts withiséation and any other documents
necessary for the implementation of the project;

d) Ensure that staff trained under this project isoanaged to increase its capacity
according to the tasks specified in the job desoripand to its promotion based on
the merit. In this context a data base of whaningi was provided to which person
should be maintained by the implementing partnefifture monitoring.

e) Provide all possible assistance to solve any uséme problem that the EU twinning
partner(s) may face;

Equally, the Twinning team, as led by the TwinniRgsident Adviser must ensure full

collaboration with the counterparts of the insidaot Communications should be open and
consistent. The Twinning team must carry out ai#igiin the interest of the institution, and
maintain its involvement at all stages of actiwtie

10.2 Sequencing
Keys milestones will be:

» Successful selection of a Twinning partner

» Signature of the Twinning contract, including th&ifining Work Plan;

» Start of the twinning partnership (inter alia, treival in the country of the Resident
Twinning Advisers);

* End of the implementation period;

e Submission of the final report.

11. Indicators for performance measurement

Sub-results 1.1 New sub legal acts, for implementation of Baskhtld Capital Requirements
Directive were developed.

Indicators of achievement
- By law regulation on Basel Il and EU directive @pital requirements applied in line
with best practices of EU and ESCB;
— Procedures and other changes affecting the daéyatipn were communicated to
banking system;
— Number of Banking Supervision Department staffntea;

Sub_Result 1.2. New policy paper and guidelines for approximatiovith ESRB
recommendations were drafted.
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Indicators of achievement
— Policy paper and guidance on meeting ESRB standar@ssuring financial stability
of the financial system produced and applied;
- Financial stability staff involved on producing aadalysing FSI trained.
— Banking industry got informed about Macro pruddrtbalkit and other policy related
with intermediate objectives and instruments of magarudential policy.

Sub Result 2.1 New improved Monetary Policy Document was prepared

Indicators of achievement
— Improved version of MPR produced and disseminated.
— Supervisory Council was informed on changes andfeatures of MPR.
— Other market participants including Media journah®re informed accordingly.

Sub Result 2.2.New sub legal act and manual aiming to alignmenBoA monetary
statistics and financial accounts with ECB requeats were drafted.

Indicators of achievement
— Improved version of annual FA output - flows ddig,sectors/subsectors compiled.
— Data sources identified and methods for estimatidegeloped in order to compile
quarterly FA stocks and flows data, by sectors/scioss.
- Methodology for consolidation of monetary statistieveloped and applied.

Sub Result 3.1.New sub legal acts, manuals, policy documents taihing plans for
harmonization of Audit activity in line with ECB &SCB standards were developed.

Indicators of achievement
- By law regulatory documents aligning the Audit aityi with EU/ESCB best practices
approved and applied;
— Procedures and other changes were communicateaXa8&partments;
— Number of Audit Department staff trained;

Sub Result 4.1 New legal act for PAD implementation was drafted,;

Indicators of achievement
— Law for Payment Account in line with PAD submittedAlbanian Parliament
— Banking system got informed,

Sub Result 4.2.New manuals and for approximating with ECB staddahe BoA payment
system oversight framework were drafted.

Indicators of achievement
— Number of relevant BoA employees trained.
- Manual for oversight of payment instruments anded & recommendations for
security of internet payments approved and apjtidithe with ECB standards;
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— Number of relevant BoA staff trained.

Sub Result 4.3. A gap analysis followed by a roadmap on ECB Targetsystem
implementation was carried out.

Indicators of achievement
— A need analysis with special focus on TARGET2 cateld;
— A scenario for possible connection between coustRTGS system and TIPS services
produced and operationalized;
— Number of staff trained in TARGET2 and TIPS issu@eperations, rules and
procedures) and 1SO20022 issues.

Sub Result 5.1.New guidelines aiming to approximate with ECB stamls regarding e-
recruitment process, recruitment of external Agpiis and conditions of staff employment
for Staff.

Indicators of achievement
— Guidelines for aligning some of the HR practiceshweCB standards approved and
applied
— Number of relevant BoA staff trained.

Sub Result 5.2 A roadmap to design the role and challenges objgean Integration Office
was prepared.

Indicators of achievement
- Role and contribution of EIO determined;
- Role and contributions of other BoA units deterrdine
— Number of relevant BoA staff trained.

12. Facilities available

Bank of Albania will made available for hosting tR&A and his/her assistants including meeting
rooms, office space, hard and software, securigted issues and facilities for training, seminars
and conferencesSupport to the RTA with office accommodation, nrags rooms and
logistical assistance will be provided.

ANNEXES TO PROJECT FICHE
1. Logical framework matrix in standard format (congarl)
2. Detailed Implementation Chart (indicative)

3. Contracting and Disbursement Schedule by Quarterfuth duration of programme
(including disbursement period) (indicative)

4. List of relevant laws and regulations (indicative)
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ANNEX 1: Logical framework matrix in standard forma t

Description

Indicators (with relevant
baseline and target data)

Sources of verification

Risks

Assumptions (external to
project)

Overall Objective

To provide support to the Bank of Alban
(BoA) to strengthen macroeconomic,
financial stability, auditing, supervision
and payment system in its preparation fi
membership in the ESCB and eventually
the Eurosystem.

- Price stability over
amedium term;
- Stability of the
financial system in the
country;
- Further alignment
of the BoA with ESCB
Standards;

=

EU Progress Report for
Albania.

-Adoption of relevant
legislation in compliance with
the EU rules and standards.

- BoA Annual Report
- Project documents.

Specific (Project)
Objective(s)

To support the consolidation of the BoA
capacities by further aligning its
legislation with EU acquis such as:

Strengthening banking
supervision;

Fostering macroeconomic and
financial stability;

Ensuring a more efficient and
secure payment system and
services;

Aligning methodology and
dissemination of Statistics; and|
Improving institutional
capacities in terms of Internal
Audit and European Integration
Process.

Extent to which the tasks of
the BoA are executed in line
with EU regulations and
international standards in the
areas of the payment system)
monetary policy, statistics,
banking supervision, financig
stability, auditing, Human
Resources and European
Integration.

-EU Progress Report on
Albania.

-National Plan for European
Integration 2017-2020.

-Bank of Albania documents,
postings on the official
Swebsite.

| - Annual Report on the
Activity of the Bank of
Albania. Monetary Policy
quarterly reports and
Financial Stabilization semi-
annual reports.

Lack of commitment of
the BoA to the project;

Insufficient human and
technical resources
allocated to pair the
Twinning
Administration staff

- Normal functioning of the
Bank of Albania.

-Continued commitment to
EU integration.

-Allocation of sufficient
human and material resourc
for the project.

- Stability in the legal status,
functions, powers and staff g
the Bank of Albania.

£S
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Mandatory
results/outputs by
components

Component 1 — Mandatory Result 1
Supervision role and financial stability
strengthened in accordance with the
European framework and international b
practices.

eahd guidelines for

= New sub legal acts,
for implementation of Basel
Il and Capital Requirements
Directive were developed;

= New policy paper

approximation with ESRB
recommendations were
drafted.

EU Progress Reports (
Albania

-Official Journal.

-Number of approximated by
laws passed by the
Supervisory Council of Bank
of Albania.

-Number of amendments
proposed by the involved
department of the Bank of
Albania to by-laws for
approval by Supervisory
Council

-Project documents;
-Attendance sheets for
training events;

Evaluation of trainings.

Lack of commitment of
the BOA to the project;

Insufficient human and
technical resources
allocated to pair the
Twinning
Administration staff

-Full commitment of the
twinning project partners (M$
and BC).

- Optimal collaboration and
transparency between twining
partners (MS and BC teams).
-Training materials are of a
high quality.

Component 2 — Mandatory Result 2:
Monetary policyand Statistics harmonize
in accordance with the European
framework and international best
practices.

d-

= New improved
Monetary Policy Document
was prepared,;

New sub legal act
and manual aiming to
alignment of BoA monetary
statistics and financial
accounts with ECB
requirements were drafted.

EU Progress Reports on
Albania

-Official Journal.

-Number of approximated
laws and by-laws passed by
the Supervisory Council of
Bank of Albania.

-Number of amendments
proposed by the involved
department of the Bank of
Albania to draft-laws and by
laws for approval by
Supervisory Council
-Project documents;
-Attendance sheets for
training events;

Evaluation of trainings.

Insufficient human and
technical resources
allocated

-Full commitment of the
twinning project partners (M$
and BC).

- Optimal collaboration and
transparency between twining
partners (MS and BC teams).
-Training materials are of a
high quality.
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Component 3 — Mandatory Result 3
Auditing capacities functions strengthen
in accordance with the European
framework and international best practici

= New sub legal acts,

manuals, policy documents
e@nd training plans in line with

ECB & ESCB standards wer
egeveloped.

11

EU Progress Reports (
Albania

-Official Journal.

-Number of approximated
laws and by-laws passed by
the Supervisory Council of
Bank of Albania.

-Number of amendments
proposed by the involved
department of the Bank of
Albania to draft-laws and by
laws for approval by
Supervisory Council
-Project documents;
-Attendance sheets for
training events;

Evaluation of trainings.

Insufficient human and
technical resources
allocated

-Full commitment of the
twinning project partners (M4
and BC).

- Optimal collaboration and
transparency between twinin

partners (MS and BC teams).

-Training materials are of a
high quality.

Component 4 — Mandatory Result 4
Payment systems harmonized
accordance with the European framewo
and international best practices

= New legal act for
PAD implementation was
drafted;
L] New manuals and
for approximating with ECB
standards the BoA payment
system oversight framework
kwere drafted.
= A gap analysis
followed by a roadmap on
ECB Target 2 system
implementation was carried
out.

EU Progress Reports on
Albania

-Official Journal.

-Number of approximated
laws and by-laws passed by
the Supervisory Council of
Bank of Albania.

-Number of amendments
proposed by the involved
department of the Bank of
Albania to draft-laws and by
laws for approval by
Supervisory Council
-Project documents;
-Attendance sheets for
training events;

Evaluation of trainings.

Insufficient human and
technical resources
allocated

-Full commitment of the
twinning project partners (M4
and BC).

- Optimal collaboration and
transparency between twinin

partners (MS and BC teams).

-Training materials are of a
high quality.
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Component 5 — Mandatory Result 5 Oth
central banking functions aligned in
accordance with the European framewo
and international best practices.

= New guidelines
aiming to approximate with
ECB standards regarding e-
recruitment process,
erecruitment of external
Applicants and conditions of
kstaff employment for Staff.
= A roadmap to
design the role and challeng
of European Integration
Office was prepared.

EU Progress Reports (
Albania

-Official Journal.

-Number of approximated
laws and by-laws passed by
the Supervisory Council of
Bank of Albania.

-Number of amendments
proposed by the involved
department of the Bank of
hAlbania to draft-laws and by;
laws for approval by
Supervisory Council
-Project documents;
-Attendance sheets for
training events;

Evaluation of trainings.

Insufficient human and
technical resources
allocated

-Full commitment of the
twinning project partners (M4
and BC).

- Optimal collaboration and
transparency between twinin

partners (MS and BC teams).

-Training materials are of a
high quality.

Sub-results per
component
(optional and
indicative)

1.1. New sub legal acts, for

implementation of Basel Il and Capital
Requirements Directive were developed

- By law regulation on Basel
I and EU directive on capital
requirements applied in line
with best practices of EU ang
ESCB;

- Procedures and other
changes affecting the daily
operation were communicate
to banking system;

- Number of Banking
Supervision Department staff

Project reports
Bank of Albania internal
olreports

trained;

Insufficient human and
technical resources
allocated

Externa conditions : Not
applicable
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Sub-results per
component
(optional and
indicative)

1.2. New policy paper and guidelines for

approximation with ESRB

recommendations were drafted.

- Policy paper and guidan
on meeting ESRB standards
on ensuring financial stability
of the financial system
produced and applied,;

- Financial stability staff
involved on producing and
analysing FSI trained.

- Banking industry got
informed about Macro
prudential toolkit and other
policy related with
intermediate objectives and
instruments of macro-
prudential policy.

Project reports
Bank of Albania internal
reports

Insufficient human and
technical resources
allocated

Externa conditions : Not
applicable

2.1. New improved Monetary Policy
Document (MPR) was prepared,;

- Improved version of MPR
produced and disseminated.
- Supervisory Council was
informed on changes and ne|
features of MPR.

- Other market participants
including Media journalist
were informed accordingly.

Project reports
Bank of Albania internal
reports

W,

Insufficient human and
technical resources
allocated

Externa conditions : Not
applicable

2.2. New sub legal act and manual aimir
to alignment of BOA monetary statistics
and financial accounts with ECB

requirements were drafted.

- Improved version of annual
FA output - flows data, by
sectors/subsectors, for one
year compiled.
- Data sources identified and
ethods for estimations
developed in order to compil
quarterly FA stocks and flow:
data, by sectors/subsectors.
- Methodology for
consolidation of monetary
statistics developed and

Project reports
e Bank of Albania internal
5 reports

applied.

Insufficient human and
technical resources
allocated

Externa conditions : Not
applicable
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3.1. New sub legal acts, manuals, policy
documents and training plans for
harmonization of Audit activity in line
with ECB & ESCB standards were
developed.

- By lawregulatory
documents aligning the Audi
activity with EU/ESCB best
practices approved and
applied;

- Procedures and other
changes were communicate
to BoA departments;

- Number of Audit
Department staff trained;

Project reports
Bank of Albania internal

| reports

Insufficient human and
technical resources
allocated

Externa conditions : Not
applicable

4.1. New legal act for Payment Account
Directive (PAD) implementation was
drafted;

- Law for Payment Account
in line with PAD submitted to
Albanian Parliament

- Banking system got
informed:;

- Number of relevant BoA
employees trained.

Project reports
Bank of Albania internal
reports

Insufficient human and
technical resources
allocated

Externa conditions : Not
applicable

4.2. New manuals and for approximating
with ECB standards the BoA payment
system oversight framework were drafte

- Manual for oversight of
payment instruments and a s
of recommendations for
security of internet payments
dapproved and applied in line
with ECB standards;
- Number of relevant BoA
staff trained.

et

Project reports
Bank of Albania internal
reports

Insufficient human and
technical resources
allocated

Externa conditions : Not
applicable

4.3. A gap analysis followed by a roadm|
on ECB Target 2 system implementatior
was carried out.

- A need analysis with specig
focus on TARGET2
conducted;
- A scenario for possible
connection between country’
TGS system and TIPS
services produced and
operationalized;
- Number of staff trained in
TARGET2 and TIPS issues
(operations, rules and
procedures) and 1SO20022

Al

5
Project reports
Bank of Albania internal
reports

issues.

Insufficient human and
technical resources
allocated

Externa conditions : Not
applicable
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5.1. New guidelines aiming -

approximate with ECB standards
regarding e-recruitment process,
recruitment of external Applicants and
conditions of staff employment for Staff.

- Guidelines for aligning
some of the HR practices
with ECB standards approve
and applied

- Number of relevant BoA
staff trained.

Project reports
Bank of Albania internal
reports

[oN

Insufficient human and
technical resources
allocated

Externa conditions : Not
applicable

5.2. A roadmap to design the role and
challenges of European Integration Offig

(EIO) was prepared.

- Role and contribution of
EIO determined;

eRole and contributions of
other BoA units determined;
- Number of relevant BoA
staff trained.

Project reports
Bank of Albania internal
reports

Insufficient human and
technical resources
allocated

Externa conditions : Not
applicable
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ACTIVITIES MEANS OVERALL COST ASSUMPTIONS

Twinning contract Twinning Contract; 800,000 EUR |-Both parties (twinned arnd
— One Member State Project Leader operating structure) mobilize
appropriate human and
financial resources.
- Short-term experts -Normal functioning of thg
Bank of Albania.

-Political consensus on new
draft proposals.

— One Member State Resident Twinning Adviser

1%
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ANNEX 2: Detailed Implementation chart (indicative)

Project: Implementation of ECB/Eurosystem Recommendationshie Bank of Albania, stemming from the conclasiof the First Component

Programme “Needs Analysis for the Bank of AlbaBaA)”, which was carried out by the Eurosystem &maded through the Instrument for
Pre-Accession 2015 of the European UniBANK OF ALBANIA)

2019

ilNiaeEs
2020

/N [P Y ) [ .
2021

T = Tendering
C=
| =

R

35



ANNEX 3: Contracting and Disbursement Schedule by Qarter for full duration of programme (including di sbursement period)

(indicative)
Quarter 4 2019 Quarter 4
2020
Contract Contracted 80 % 20%
Twinning € 800,000
Disbursed € 640,000 € 160,000
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ANNEX 4: List of Laws and Regulations

— Law No. 133, dated 29.04.2013 "On Payments Systems”

— Law No0.9662, dated 18.12.2006 "On banks in the Bipof Albania” as amended by Law No. 10 481, Dai&.11.2011;

— Regulation “On capital adequacy ratio” approvedh®s Supervisory Council Decision M8, dated 31.07.2013 as amended;

— Regulation “On Regulatory Capital" approved by Swpervisory Council Decision N69, dated 18.12.2014,as amended;

— Regulation No.71 "On liquidity risk management” epged by the Supervisory Council Decision No. 7fedal4.10.2009, as amended.
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