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Pursuant to Article 17, paragraph 1, point 2, and with reference to Article 43 and Article 55, 
paragraph 1, point 2, of the Law on the Central Bank of Montenegro ("Official Gazette of the 
Republic of Montenegro", No. 52/00 and 47/01), at its sessions held on May 25 and June 2, 2004,  
the Council of the Central Bank of Montenegro enacted 
 
 

D e c i s i o n 
on the Manner and Procedures of  

and Fees for the Bank Supervision  
 
 
 

I. General Provision 
 

Article 1 
 
This Decision regulates in more details the manner and procedure of performing the supervision  of 
creditworthiness and legality of banks’ operations by the Central Bank of Montenegro (hereinafter: 
the Central Bank) as well as the amount of fees that the Central Bank will charge for the 
performance of its supervisory function. 
 

Article 2 
 
The supervision of banks’ creditworthiness and legality, in the meaning of this Decision, shall 
include the supervision of the financial condition and compliance of a bank’s operations with the 
law, the Central Bank’s regulations and the bank’s policies and procedures. 
 
The supervision of a bank’s financial condition shall be made by evaluating individual and overall 
risks in the bank’s operations, by applying the CAMELS methodology. 
 

Article 3 
 
In the performance of its supervisory function, the Central Bank shall cooperate with 
representatives of foreign bank supervisors with which the Central Bank has signed cooperation 
agreements, as well as with domestic bodies and institutions that are in charge of financial 
operations supervision. 
  
 
II. Types and Scope of Supervision 
 

Article 4 
 

The Central Bank shall perform the supervision referred to in Article 2 above  by: 
 

1) monitoring the reports, information and data that the banks deliver to the Central Bank in 
accordance with the law and the Central Bank regulations, information and data that the 
banks deliver at the Central Bank’s request and other data on banks’ operations available 
to the Central Bank (hereinafter: indirect - offsite examination); 

2) direct review of business books, accounting and other documentation in the banks and their 
counterparts in the supervised transactions (hereinafter: direct - onsite examination). 

 
Article 5 

 
The supervision referred to in Article 2 above includes full-scope and targeted examinations. 
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Full-scope examinations include all the elements of a bank’s operations and target examinations 
address individual elements of a bank’s operations only. 
 

Article 6 
 
On-site examinations may be regular and extraordinary.  
 
The regular examination is full-scope  and shall be performed once during the 12-month 
supervisory period. 
 
Extraordinary examinations may be full-scope or targeted and shall be performed as needed. 
 
 
III. Planning the Examinations 
 

Article 7 
 

The Central Bank shall determine the examination strategy for each of the banks individually based 
on the assessment of risks to which a bank has been or may be exposed in its operations. 
 
The bank examination strategy defines: 

1) priority objectives for the next examination cycle; 
2) planned activities to achieve these objectives; 
3) time frame of examinations. 

 
On the basis of the established examination strategies, an annual operational plan of on-site 
examinations is made. 
 

Article 8 
 
The annual operational on-site examination plan shall indicate, for each of these banks: 

1) the date of start and duration of the examination; 
2) number and profile of examiners required; 
3) extent of examination scope, identifying the areas in which significant risk is assumed to 

exist or have existed; 
4) scope of examination of credits and other assets facilitating the assessment of credit 

portfolio and quality of credit risk management; 
5) manner of examination of  bank compliance with the Law on Banks and other regulations; 
6) scope and manner of using the findings of bank internal audit, independent external auditor 

and other parties, which may contribute to the examination effectiveness; 
7) other issues relevant for the efficient bank supervision. 

 
 
IV. Off-site Examination   
 

Article 9 
 

Indirect or off-site examination shall be performed by the Central Bank officers who are in charge 
of off-site examination according to the Central Bank’s job description and classification scheme 
(hereinafter: off-site examiners). 
 
Off-site examination shall be performed by continued monitoring and review of financial 
statements, information and other bank data, using comparative and ratio analyses and other 
applicable analytical methods and procedures. 
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On the basis of the information obtained through the examination referred to paragraph 2 above, 
the Central Bank shall: 

1) monitor and evaluate the financial condition of banks in the periods between on-site 
examinations; 

2) draw up reports on completed off-site examinations; 
3) assess the correctness of bank examination strategies. 

 
Off-site examiners shall prepare reports on the financial condition and performance of banks under 
their responsibility as well macro-analytical reports on the overall banking system in the Republic of 
Montenegro, on a quarterly basis, or more frequently if needed. 
 
Off-site examiners shall draw up off-site examination reports whenever they establish irregularities 
in a bank’s operations that may be the grounds for undertaking measures against that bank, within 
maximum seven working days after such irregularities have been identified. 
 
 
V. On-site Examination 
 

Article 10 
 
The direct - on-site examination shall be performed by employees of the Central Bank Supervision 
Department, authorized by an order for the conduct of examination issued by the Deputy General 
Manager for Bank Supervision (hereinafter: the authorized examiners). 
 
In exceptional cases, other experts, including non-employees of the Central Bank, may be hired for 
on-site examination, if authorized by the deputy general manager for bank supervision by means of 
the order referred to in paragraph 1 above.  
 
The order specified in paragraph 1 above shall indicate the name of the bank to be examined, the 
type of examination (regular or extraordinary), the scope of examination (full-scope or targeted) 
and any possible other issues of importance for performing the examination.  
 

Article 11 
 

The work of authorized examiners during the process of on-site examination of a bank is led by an 
authorized examiner who is responsible, in accordance with job description and classification 
scheme, for the monitoring of financial condition and legality of operations of one or more banks 
(hereinafter: portfolio manager). 
 

Article 12 
 
The Central Bank shall inform a bank of a planned full-scope (regular or extraordinary)  
examination, as a rule, ten days before the examination commences. 
 
The Central Bank may start a targeted examination without previous notice. 
 

Article 13 
 

Portfolio manager and authorized examiners shall base their findings presented in examination 
reports on available documents and information and shall adequately document them.  
 

Article 14 
  
Direct or on-site examination report shall be drawn by authorized examiners within no later than 
fifteen  working days as of the day the examination has been completed. 
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The completion date of an on-site examination shall be the last day of conducting the examination 
in a bank business premises. 
 
Notwithstanding paragraph 2 above, if additional data verification is needed with respect to a given 
examination, the completion date of the examination shall be the day when such verification has 
been carried out, where such examination may not last longer than five working days from the day 
the examination in the bank s business premises was over. 
 
On-site examination reports shall be signed by the portfolio manager and authorized examiners 
responsible for examining individual elements of the bank’s operations. 
 
 
VI. Examination Reports 
 

Article 15 
 

The on-site and off-site examination reports (hereinafter: examination reports) shall be confidential 
and shall not be disclosed either partly or wholly without approval of the Central Bank. 
 

Article 16 
 
Within eight  days after the day of receiving the examination report, the bank may submit its 
objections to the Central Bank. 
 
The Central Bank may directly check the bank’s remarks contained in its objections to the report 
and, in that case, the Central Bank shall make an addition to the report, and the bank may submit 
its objections to this addition within three working days after the day of its receipt by the bank. 
 

Article 17 
 

Within eight days of the day of receiving objections to the examination report or objections to its 
addition to the examination report, the Central Bank shall consider the received objections and 
notify the bank of accepting or non-accepting them. 
 
 
VII. Process of Imposing Measures 
 

Article 18 
 

If a bank fails to submit objections to the examination report  within the prescribed time or fails to 
provide reasonable grounds for its objections to the report or addition to the report that states 
irregularities in the bank’s operations, the Central Bank shall impose measures for removal of the 
irregularities against that bank within not later than 30 days after the expiry of the time limit 
specified in Article 17 above. 
 
The irregularities in a bank’s operations, in the meaning of this Decision, mean the bank’s actions 
that are not in accordance with applicable regulations, the bank’s policies and procedures or sound 
banking practices and that may threaten its financial condition. 
 
Notwithstanding paragraph 1 above, the Central Bank may impose measures for the removal of 
the found irregularities during an on-site examination, upon the proposal of the portfolio manager, 
if: 
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1) the bank has been found to violate the law or other regulations to the extent that 
necessitates urgent removal of those irregularities; 

2) the bank’s financial condition is assessed as threatening for the further existence of the 
bank. 

 
Article 19 

 
In deciding which rehabilitation measures will be undertaken towards a bank, the following is 
considered: 
 

1) the assessment of impact of the found irregularities on: 
a) present and future financial position of the bank; 
b) bank’s exposure to individual types of risks; 

 
2) number and weight of the found irregularities, and number, frequency and duration of 

irregularities found in previous operations of the bank; 
 
3) the assessment of readiness and capability of bank’s bodies and management to remove 

the found irregularities based on the evaluation of: 
a) the capability of bank’s bodies and management to manage risks in the bank’s 

operations; 
b) efficiency of internal control systems in the bank; 
c) efficiency of bank’s bodies and management in the removal of earlier irregularities 

found in the bank’s operations; 
d) degree of cooperation of the bank’s management with authorized examiners during 

the bank’s examination; 
 

4) the assessment of the degree of impact of the found irregularities on the financial discipline, 
security and stability of the banking system. 

 
Article 20 

 
The order imposing rehabilitation measures against a bank as referred to in Article 73 and 74 of 
the Law on Banks (“Official Gazette of the Republic of Montenegro” Nos. 52/00 and 47/01) shall 
specify the dates for the removal of the found irregularities, as well as the time frame in which the 
bank shall notify the Central Bank on the measures undertaken to eliminate the found irregularities. 
 

Article 21 
 

Once the found irregularities have been removed, and not later than upon the expiry of the dates 
set out in the order referred to in Article 20 above, the bank shall submit to the Central Bank the 
report on the removed irregularities, supported by appropriate evidence. 
 
The Central Bank will issue a resolution with the conclusion that the bank has removed the 
irregularities in its operations once, on the basis of the report referred to in paragraph 1 above or 
on-site examination, it determines that the bans has removed all the irregularities specified in the 
order referred to in Article 20 above. 
 
If the bank fails to remove the found irregularities within the time stipulated in paragraph 1 above, 
the Central Bank shall issue, on the basis of available evidence or as needed, on the basis of 
targeted on-site examination, a new order for undertaking measures allowed by the law against the 
bank. 
 
 
 



 

  
 BANK SUPERVISION  page 6  
  

VIII. Supervision of New Banks 
 

Article 22 
 

Within 30 days after the bank licensed by the Central Bank starts to operate, the Central Bank shall 
perform a targeted onsite examination of that bank, in order to review its initial operation and 
assess the compliance of its polices and procedures with the law and regulations. 
 
The targeted examination referred to in paragraph 1 above represents the basis for determining a 
strategy for that bank. 
 
The first full-scope onsite examination shall be performed within not later than six months after the 
completion of the targeted examination referred to in paragraph 1 above. 
 
 
IX. Communication with Banks 
 

Article 23 
 

As part of its ongoing supervision process, the Central Bank shall maintain communication with 
banks, reflecting primarily in: 
 

1) consultative meetings, as needed, between portfolio manager and authorized examiners of 
the Central and the bank management, before starting an onsite examination; 

2) meetings with the bank board of directors and management after drawing up an onsite 
examination report; 

3) correspondence and verbal communication with banks in the process of offsite 
examination; 

4) correspondence related to monitoring of the imposed rehabilitation measures; 
5) meetings and correspondence related to regulatory issues, best practices of risk 

management in banking operations and other banking issues. 
 

 
X. Fees for Performing the Supervision  
 

Article 24 
 
The banks shall pay the Central Bank fees for conducting onsite and offsite examinations. 
 
The total annual fees shall be determined at the level of gross payroll expenses and direct and 
indirect costs of the Central Bank Supervision Department incurred in a year preceding the year for 
which the fees are calculated. 
 
At the beginning of a year, the Council of the Central Bank shall determine a percentage of the 
total amount of the fees, calculated in accordance with paragraph 2 above, which the banks shall 
pay to the Central Bank for the current year. 
 

Article 25 
 

The amount of annual fees referred to in Article 24, paragraph 3 above shall be distributed among 
individual banks in the following manner: 
 

1) 50% of the total fees shall be distributed among all the banks in equal amounts; 
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2) 50% of the total fees shall be distributed among the banks proportionately to annual 
average share of each bank in the total assets of banks in the Republic, in the year 
preceding the year for which the fees are calculated. 

 
The annual average share of a bank in the total assets of all banks shall be determined on the 
basis of information about the share of assets of that bank in the total assets of banks at the end of 
each quarter.  
 
The banks shall pay the supervisory fees on a quarterly basis.  
 
 
XI. Transitional and Final Provisions 
 

Article 26 
 

The calculation and payment of the fees referred to in Article 24 above shall commence from 
January 1, 2005. 
 

Article 27 
 
This Decision shall supercede the Decision on the Manner and Procedure of and Fees for the 
Bank Supervision ("Official Gazette of the Republic of Montenegro" No. 37/01). 
 

Article 28 
 
This Decision shall come into force on the eighth day after its publication in the "Official Gazette of 
the Republic of Montenegro". 
 
 

THE COUNCIL OF THE CENTRAL BANK OF MONTENEGRO 
 
 

Decision No.0101/213/5-7      President 
Podgorica, June 9, 2004      Ljubisa Krgovic 
 


