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Performance audit report of  
the National Audit Office

The National Audit Office has audited the operations of the Financial Stability Authority as part 
of the banking union’s Single Resolution Mechanism in accordance with its audit plan. The au-
dit has been carried out in accordance with the performance audit guidelines issued by the Na-
tional Audit Office.

Based on the audit, the National Audit Office has issued an audit report, which will be sub-
mitted to the Financial Stability Authority and the Ministry of Finance. Copies of the report will 
also be submitted to the Parliamentary Audit Committee, the Government Financial Control-
ler’s Function, the Financial Supervisory Authority, the Bank of Finland and the Parliamentary 
Supervisory Council of the Bank of Finland for their information.

Before the issuing of the audit report ,the Financial Stability Authority, the Ministry of Fi-
nance, the Financial Supervisory Authority and the Bank of Finland were provided with an op-
portunity to ensure that there are no factual errors in the report and give their views of the opin-
ions of the National Audit Office contained in the report.

In the audit follow-up, the National Audit Office will examine which measures have been taken 
on the basis of the opinions presented in the audit report. The follow-up will take place in 2022.

Helsinki, 6 March 2020

Matti Okko 
Director

Vuokko Mustonen 
Principal Performance Auditor

Reg. no. 368/54/2018 





Conclusions and recommendations of the National 
Audit Office

Following the financial crisis that began in 2008, the European Union set up the Single Super-
visory Mechanism (SSM) and the Single Resolution Mechanism (SRM) to harmonise banking 
supervision and resolution procedures in Europe. The purpose of the SRM is to ensure that, in 
case of a bank failure, investors and the banking sector would bear the costs caused by the cri-
sis, thus minimising the costs incurred by taxpayers and the economy. Under the SRM, the Sin-
gle Resolution Board (SRB) is responsible for any resolution activities concerning ‘significant 
banks’, while national resolution authorities, such as the Finnish Financial Stability Authority, 
are responsible for resolution tasks concerning nationally controlled ‘less significant banks’. A 
key task of the resolution authorities is to draw up resolution plans for banks in case of a situa-
tion where a bank is failing or is likely to fail.

The purpose of this audit was to evaluate how well the structures and procedures concern-
ing the resolution of less significant banks have been implemented in Finland. According to the 
audit findings, the Financial Stability Authority is well placed to carry out bank resolution tasks. 
The Act on the Resolution of Credit Institutions and Investment Firms (‘the Resolution Act’) pro-
vides the Financial Stability Authority with powers in accordance with the Bank Recovery and 
Resolution Directive to apply resolution tools and powers. Operational independence has been 
ensured by establishing the Financial Stability Authority as a separate agency. The Financial Sta-
bility Authority has drawn up the first resolution plans for all less significant banks in Finland. 
These plans largely cover the topics recommended for such plans. However, some of the topics 
have only been covered briefly.

To clarify the procedures concerning the exchange of information laid down in law and re-
quired for operations, the Financial Stability Authority and the Finnish Financial Supervisory 
Authority drew up a memorandum of understanding (MoU) on cooperation in June 2019. How-
ever, a corresponding memorandum between the Financial Stability Authority and the Bank of 
Finland is yet to be drafted, and the MoU on cooperation concerning financial system crisis man-
agement drawn up between various Finnish authorities in 2007 has not been updated. The re-
porting by the Ministry of Finance regarding the activities of the Financial Stability Authority in 
the Government’s annual report to Parliament has been limited.

So far, some of the topics of the resolution plan have only been covered briefly

The Financial Stability Authority has drawn up the first resolution plans for all eight less signif-
icant banks in Finland. The drafting of the resolution plans is governed by various requirements 
and guidelines laid down in different levels of legislation. The plans drafted so far largely cover 
the topics recommended for such plans. However, some of the recommended topics, such as in-
formation and communication plans and resolvability assessment, have only been covered brief-
ly. This is partly because it has not been possible to take into account all the essential matters in 
the first versions of the plan. On the other hand, relevant guidelines issued by the Single Resolu-
tion Board have been partly lacking. The plans do, however, mention that they are partly incom-
plete and that the topics concerned will be clarified when the plans are updated.



The procedures concerning the exchange of information between the Financial Stability 
Authority and the Bank of Finland have not been specified

The Resolution Act includes provisions on the cooperation between the Financial Stability Au-
thority, the Ministry of Finance, the Bank of Finland, the Financial Supervisory Authority and 
other authorities. The Financial Stability Authority and the Financial Supervisory Authority have 
drawn up a memorandum of understanding (MoU) on cooperation to supplement the general 
obligation to disclose and submit information laid down in law. Such a measure is an effective 
way to clarify the views of each party regarding the submission of information and related obli-
gations, as well as to increase the understanding of the role of each party in the promotion and 
maintenance of financial stability. A corresponding memorandum between the Financial Stabil-
ity Authority and the Bank of Finland is currently under preparation.

The MoU on cooperation between Finnish authorities has not been updated

In 2007, various Finnish authorities (the Financial Inspection, the Ministry of Social Affairs and 
Health, the Bank of Finland, the Insurance Supervisory Authority, and the Ministry of Finance) 
drew up a memorandum of understanding on cooperation concerning financial system crisis man-
agement. The purpose of the MoU was to enhance the crisis management capabilities of the par-
ties by ensuring sufficient exchange of information between the parties in crisis situations and by 
increasing cooperation in the management and resolution of financial crises. The updating of the 
MoU started in the Ministry of Finance in September 2016, but the process was never completed.

The reporting regarding the activities of the Financial Stability Authority in the 
Government’s annual report to Parliament has been limited

The 2015 Government’s annual report to Parliament contains a brief description of the establish-
ment and duties of the Financial Stability Authority. However, the subsequent annual reports do 
not cover the Financial Stability Authority or its activities. The establishment of national resolu-
tion authorities and the resolution plans drawn up by such authorities for banks play a key role 
in the preparedness for bank resolution. Considering the management of risks related to the fi-
nancial liabilities of central government, the Government’s annual report to Parliament should 
contain a more detailed account of the role and duties of the Financial Stability Authority and 
the implementation of its activities. Parliament should have more accurate information on how 
well the new structures and procedures to reduce risks to central government finances related 
to the banking sector have been implemented at the national level.

The National Audit Office does not have the mandate to audit all the national entities 
related to the banking union

In the framework of banking supervision and resolution, the Financial Supervisory Authority is 
responsible for the prudential supervision of banks, bank recovery activities and early interven-
tion measures. Where these measures prove to be insufficient, the bank is considered to be failing 
or likely to fail. At this stage, the responsibility for any subsequent measures in Finland transfers 
to the Financial Stability Authority. The National Audit Office has also previously drawn atten-
tion to the audit gap concerning the first pillar of the banking union, i.e. single banking supervi-
sion. In Finland, the National Audit Office has the right to obtain information from the Bank of 
Finland and the competent banking supervisory authority operating in connection with it, i.e. the 
Finnish Financial Supervisory Authority, but it does not have the mandate to audit these entities.



Recommendations of the National Audit Office

The National Audit Office recommends that
1.	 the Financial Stability Authority should clarify the resolution plans regarding the topics of 

information and communication plans and resolvability assessment;
2.	 the Financial Stability Authority and the Bank of Finland should draw up a memorandum 

of understanding on the exchange of information and on cooperation;
3.	 the Ministry of Finance should ensure that the memorandum of understanding on cooper-

ation between various authorities is updated. This requires the participation of all relevant 
authorities in the updating process;

4.	 the Ministry of Finance should expand its reporting on the activities of the Financial Stabil-
ity Authority in the Government’s annual report to Parliament;

5.	 the Ministry of Finance, in order to enhance the comprehensiveness of the external audit of 
the banking union in Finland, should examine the possibility of extending the mandate is-
sued to the National Audit Office pursuant to Article 59(2) of the Capital Requirements Di-
rective to also cover the audit of the supervision of credit institutions.
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1	 Scope of the audit

EU regulations on bank resolution have been implemented in Finland 
by new legislation

The Finnish Financial Stability Authority (FFSA) was established in 2015 as 
the national resolution authority responsible for bank resolution tasks. To 
implement EU regulations on bank resolution, Finland has enacted the Act 
on the Resolution of Credit Institutions and Investment Firms (1194/2014, 
hereinafter ‘the Resolution Act’), the Act on the Financial Stability Author-
ity (1195/2015) and the Act on the Financial Stability Authority’s adminis-
trative fee (laki Rahoitusvakausviraston hallintomaksusta 1197/2014). The 
purpose of these acts was to transpose into national legislation the EU Bank 
Recovery and Resolution Directive1 (BRRD), the Directive amending the De-
posit Guarantee Directive and amendments resulting from the entry into 
force of the EU Resolution Regulation2, as well as to implement the Agree-
ment on the Single Resolution Fund. In addition, amendments were made 
to the Act on the Financial Supervisory Authority, the Act on Credit Insti-
tutions and the Act on the Bank of Finland.

Audit questions

The main audit question was how well the structures and procedures con-
cerning the resolution of banks have been implemented in Finland. Answers 
to the main question were sought by means of the following four support-
ing audit questions:
1.	 How well is the FFSA equipped and prepared to carry out bank reso-

lution tasks?
2.	 How has the preparation for bank resolution tasks been carried out in 

practice by the FFSA?
3.	 Does the National Audit Office encounter any limitations in the audit-

ing of bank resolution tasks or accessing of relevant documents?
4.	 How does the Ministry of Finance fulfil its responsibility for the func-

tioning of the resolution mechanism? Is this responsibility sufficient-
ly implemented in practice, including accountability to Parliament?

Another purpose of the audit was to produce comparative data for a 
parallel audit examining the operations of national responsible authorities 
as part of the Single Resolution Mechanism. The participants in the paral-
lel audit included the Supreme Audit Institutions of Germany, the Nether-
lands, Austria, Ireland, Spain, Portugal and Finland, as well as the Europe-
an Court of Auditors. The parallel audit concerning the Single Resolution 
Mechanism continued the earlier parallel audit on the banking union’s bank-
ing supervision, which examined the supervision of ‘less significant banks’ 
under the responsibility of the national competent authorities. The exec-
utive summary of the parallel audit of banking supervision was published 
in December 2017.3, 4
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Main audit criteria and scope of the audit

The audit criteria used were the requirements laid down in the European 
Union law and national legislation for the organisation of resolution tasks. 
For the purposes of the audit, the ‘organisation of resolution tasks’ also cov-
ers the drawing up of resolution plans and the procedures for the imple-
mentation and decision-making related to crisis management prepared-
ness and resolution tasks.

The EU Bank Recovery and Resolution Directive applies to credit insti-
tutions and investment firms. On the basis of the balance sheet value, the 
economic significance of banks, which are included in credit institutions, 
is greater than that of investment firms. Therefore, it was decided to on-
ly target the audit at the organisation of resolution tasks concerning banks 
and to exclude investment firms from the scope of the audit. Furthermore, 
the audit was restricted to the examination of the organisation of resolu-
tion tasks concerning ‘less significant’ Finnish banks. The audit of the res-
olution plans focused on information presented in the plans. The audit did 
not examine the FFSA materials it uses in the drafting of resolution plans, 
such as materials submitted to it by credit institutions or the Financial Su-
pervisory Authority.

The checklists prepared in connection with the parallel audit were uti-
lised in the assessment of the resolution plans. These checklists have been 
drafted on the basis of the resolution plan content requirements prepared 
by the Single Resolution Board (SRB) for significant banks5. The checklists 
were used as a tool to form an overview of the uniformity of the data con-
tents in the resolution plans for less significant banks.

Economic significance

A stable and properly functioning financial system is an essential factor in 
terms of favourable societal development and the functioning of the nation-
al economy. Financial liabilities concerning the financial system are typi-
cally considered ‘implicit contingent liabilities’ from the viewpoint of cen-
tral government. To ensure the functioning of the financial system, central 
government can be expected to assume the ultimate responsibility for such 
liabilities in the event of a crisis. Following the financial crisis that began in 
2008, various estimates have been made of the amount of state aid grant-
ed to banks in the European Union. The reason for the varying estimates 
is that different Member States have applied different types of bank reso-
lution measures.

After the most recent financial crisis, it was considered important to har-
monise the bank resolution procedures. The purpose of the regulations has 
been to ensure that the bank resolution would cause minimal costs to taxpay-
ers and the economy. Another key objective has been to ensure that the reso-
lution tasks would be primarily financed by bank shareholders and creditors.
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Finnish banking sector

‘Significant institution’ (SI) refers to credit institutions involving such a 
great systemic risk that it would have significant adverse impacts on the en-
tire financial system and real economy, if realised. On the basis of the figures 
published at the end of 2018, as in the previous year, Nordea, OP Financial 
Group and Municipality Finance Plc (MuniFin) are significant institutions 
in terms of the Finnish financial system. Banks considered ‘less significant 
institutions’ (LSIs) include Aktia Bank Plc, Evli Bank Plc, The Mortgage So-
ciety of Finland, Oma Savings Bank Plc, POP Bank Group, S-Bank Ltd, Sav-
ings Banks Group and Bank of Åland Plc.

According to the June 2019 Macroprudential Report6, in the light of the 
risks specified in the Act on Credit Institutions and the related risk indica-
tors determined in a decree by the Ministry of Finance7, the Finnish cred-
it institution sector is structurally more vulnerable than those of other EU 
Member States on average.
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Single Resolution Mechanism, Single Resolution Board and the 
FFSA

In the Single Resolution Mechanism (SRM), the Single Resolution Board 
(SRB), a new agency established in 2015, is responsible for the drafting 
of resolution plans for all significant banks (SIs) in cooperation with the 
national resolution authorities. The Finnish national resolution author-
ity is the Finnish Financial Stability Authority (FFSA). The FFSA is re-
sponsible for drawing up resolution plans for all less significant banks 
(LSIs) in Finland. The SRB is also responsible for the Single Resolution 
Fund (SRF). The FFSA participates in the resolution planning concern-
ing Nordic banks under the remit of the Nordic resolution authorities 
through the resolution college.10

Single Supervisory Mechanism, the ECB and the Financial 
Supervisory Authority

The overall responsibility for the banking supervision in Europe lies 
with the European Central Bank (ECB), which oversees all banks un-
der the Single Supervisory Mechanism (SSM). In the SSM, banks are 
classified into ‘significant institutions’ (SIs) and ‘less significant insti-
tutions’ (LSIs). The criteria for determining significance include, for ex-
ample, the bank’s size, economic importance and cross-border activ-
ities. The ECB directly supervises all significant banks, while national 
competent supervisory authorities are responsible for the supervision 
of any less significant banks. The Finnish national competent authori-
ty is the Financial Supervisory Authority, which operates in connection 
with the Bank of Finland (Finnish central bank). The ECB can decide at 
any time to classify a bank as significant if this is necessary to ensure 
that supervisory standards are applied consistently.9

European banking union

The European banking union consists of the Single Supervisory Mech-
anism (SSM), Single Resolution Mechanism (SRM) and the European 
Deposit Insurance Scheme (EDIS). Of these, the SSM and SRM are al-
ready operational. The preparations for the EDIS are still ongoing. The 
foundation of the banking union is the Single Rulebook, the purpose of 
which is to ensure common rules for banks to comply with. The Euro-
pean Banking Authority (EBA) is responsible for drawing up guidelines 
and standards applied to the banking sector.8







17

2	 How well is the FFSA equipped and 
prepared to carry out bank resolution 
tasks?

The FFSA is well placed to carry out bank resolution tasks. The national 
Resolution Act provides the FFSA with powers to apply the required reso-
lution tools and powers. The agency is also responsible for Finnish depos-
it guarantee tasks. To ensure the independence of its operations and deci-
sion-making, the FFSA was established as a separate agency where decisions 
are taken by the Director General. The agency staff numbers have developed 
as planned. The obligation to exchange information between the FFSA and 
the Financial Supervisory Authority laid down in law has been supplement-
ed with a memorandum of understanding (MoU) on cooperation. Access to 
information has also been enhanced with an agreement on the right of ac-
cess of the FFSA to certain IT systems of the Financial Supervisory Author-
ity. However, the drafting of a corresponding MoU between the FFSA and 
the Bank of Finland is still at the early stages.

2.1	 The FFSA was established as an 
independent agency

Finland established a new agency called the Financial Stability Authority 
to serve as the resolution authority referred to in Article 3 of the EU Bank 
Recovery and Resolution Directive. When examining the different imple-
mentation options, the Bank of Finland and the Financial Supervisory Au-
thority were deemed to have the required expertise that could be utilised 
in the operations of the resolution authority. However, to ensure the opera-
tional independence of the authority, the FFSA was established as a separate 
agency. The FFSA was established by adopting the Act on the Financial Sta-
bility Authority (1195/2014). The Act entered into force on 1 January 2015.11

The activities of the FFSA are guided by its Rules of Procedure, 
confirmed by the Director General

The FFSA is a leader-driven agency where decisions are taken by the Di-
rector General. The Director General is appointed by the Government. The 
current Director General was appointed for a five-year term starting from 
1 May 2015. The decision on a leader-driven agency was supported by the 
need for expedient and efficient decision-making capability in crisis situa-
tions.12 The activities of the FFSA are guided by its Rules of Procedure13, con-
firmed by the Director General. The FFSA consists of two units: the Resolu-
tion Unit and the Administration and Deposit Guarantee Unit, whose heads 
report to the Director General. The Director General and the heads of the 
Resolution Unit and the Administration and Deposit Guarantee Unit con-
stitute the Management Group of the agency.

Establishing the FFSA as a 
separate agency aimed to 
ensure the independence of its 
operations and decision-making

The FFSA consists of two 
units: the Resolution Unit 
and the Administration and 
Deposit Guarantee Unit
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Figure 1: Finnish Financial Stability Authority (FFSA) as part of the Single Resolution 
Mechanism. Modified from: the website of the Financial Stability Authority. Accessed on 
15/07/2019.

Table 1: Development in the staff number at the FFSA 2015-2018

2015 2016 2017 2018

Total staff 5 12.5 14.5 17.6

Resolution planning 2 4.5 4.5 6.5

Resolution development 0.5 2 2 2.5

Deposit guarantee 0.5 1 2.5 3.5

Administration and Director General 2 4.5 5.5 5

The proportion of permanent public-service relationships in the staff 
has been increased as planned

At the end of 2018, the number of staff at the FFSA totalled 17 (Table 1). Ac-
cording to the 2018 final accounts of the FFSA, the development of the staff 
structure at the agency has progressed as planned as the proportion of per-
manent public-service relationships has increased from 53% to approxi-
mately 71%. At the end of the year in review, the staff education level in-
dex was 6.8.14

Chapter 2, section 5 of the Act on the Financial Stability Authority also 
enables the agency to utilise the personnel resources of other authorities to 
carry out its tasks. In such cases15, the FFSA would make a proposal on the 
matter to the Government, who would then appoint a public official from 
the Ministry of Finance, Bank of Finland or the Financial Supervisory Au-
thority for a fixed-term public-service relationship with the FFSA.

During a period of crisis, the 
FFSA may also utilise the 
personnel resources of other 
authorities to carry out its tasks
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Tasks and resources have not been allocated according to significant 
and less significant banks, except in the case of Nordea

The FFSA has a separate team in the planning team that is solely respon-
sible for the resolution planning for Nordea, but otherwise there is no ad-
ministrative distribution of specialists into units/teams responsible for the 
resolution preparation in the case of significant banks (SIs) or less signifi-
cant banks (LSIs). In practice, the resolution specialists of the Resolution 
Unit of the FFSA are responsible for the preparation tasks concerning both 
significant banks and less significant banks.

FFSA Advisory Board

The FFSA has an Advisory Board consisting of representatives appointed 
by the agency, the Ministry of Finance, the Bank of Finland and the Finan-
cial Supervisory Authority. The task of the Advisory Board is to secure co-
operation and the exchange of information between the above-mentioned 
authorities on matters within the remit of the FFSA. The Ministry of Fi-
nance appoints the Advisory Board for three years at a time at the propos-
al of the above authorities.16

The activities of the FFSA are funded by administrative fees collected 
from the sector

The activities of the FFSA are funded by administrative fees collected from 
credit institutions and investment firms in accordance with the Act on the 
Financial Stability Authority’s administrative fee (1197/2014).17 Under the 
Act, the administrative fee is collected once per calendar year as either a ba-
sic fee or as a combination of the basic fee and a proportional fee. The basic 
fees are fixed and paid in euros, while the proportional fees are determined 
on the basis of the balance sheet total or revenue in accordance with the lat-
est approved financial statements of the entity liable to pay the fee. In 2018, 
the administrative fees collected by the FFSA totalled EUR 2.61 million.18

2.2	 The tasks, resolution tools and powers of 
the FFSA are stipulated in law

Under part II, chapter 2, section 1 of the Resolution Act, the agency must 
draw up a resolution plan for a credit institution after consulting the Finan-
cial Supervisory Authority and resolution authorities of significant branch-
es. According to chapter 1, section 2 of the Act on the Financial Stability Au-
thority (1195/2014), the FFSA serves as a national resolution authority with 
the purpose of ensuring the stability of the financial markets, restructuring 
the operations of credit institutions and investment firms in financial dif-
ficulty, and drawing up resolution plans for central securities depositories.

The task of the Advisory 
Board is to secure the 
exchange of information

The administrative fee is 
collected as either a basic fee 
or as a combination of the basic 
fee and a proportional fee

The FFSA must draw up resolution 
plans for credit institutions
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The tasks of the FFSA are laid down in the Act on the Financial 
Stability Authority

Pursuant to chapter 1, section 4 of the Act on the Financial Stability Au-
thority, the task of the agency is to:
1.	 carry out the tasks assigned to it in the Resolution Act and over-

see compliance with the Act together with the Financial Super-
visory Authority;

2.	 in accordance with the EU’s Resolution Regulation, participate in 
the work of the Single Resolution Board referred to in Article 42 of 
the Regulation, cooperate with the Board and submit to the Board 
information necessary for the performance of its duties;

3.	 carry out the calculation, collection and management of the con-
tributions referred to in the Resolution Regulation, as well as the 
transfer of such contributions to the Fund referred to in the Reg-
ulation;

4.	 carry out the collection of the payments covering the adminis-
trative costs of the Board and the transfer of such payments to 
the Board;

5.	 implement decisions taken by the Board under the Resolution Reg-
ulation;

6.	 carry out the tasks concerning the Deposit Guarantee Fund laid 
down in chapter 5 of the Act on the Financial Stability Authority, 
collect deposit guarantee contributions and manage them, as well 
as take decisions on the liability to pay;

7.	 prepare in cooperation with the Ministry of Finance the granting 
of the loan or other form of support specified in Article 73 of the 
Resolution Regulation to the Fund referred to in the Regulation;

8.	 make proposals and initiatives concerning the development the 
rules and regulations concerning resolution in the financial sector;

9.	 carry out the tasks assigned to it in the Act on Credit Institutions;
10.	 cooperate with other authorities;
11.	 organise training within its remit;
12.	 carry out any other tasks assigned to it in another act or decree.

According to the Act on the Financial Stability Authority, further 
provisions on the objectives of FFSA operations and on its tasks are 
laid down in the Resolution Act and the EU’s Resolution Regulation.
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Provisions on the resolution objectives are laid down in the Resolution 
Act

Chapter 1, section 6 of the Resolution Act lays down provisions on the ob-
jectives of resolution and the general principles governing the application 
of the Act. According to the Resolution Act, the FFSA must take account of 
the following general resolution objectives:
1.	 to ensure the continuity of critical functions;
2.	 to prevent contagion between institutions and any other significant ad-

verse effects which would be a risk to financial stability, as well as to 
maintain market discipline;

3.	 to protect public funds by minimising reliance on extraordinary pub-
lic financial support;

4.	 to protect depositors and investors covered, as well as customer funds.

When pursuing the objectives referred to above, the FFSA must also seek 
to preserve asset value and minimise the cost of resolution. Where any ob-
jectives referred to above are in conflict with one another, the agency must 
weigh the significance of each objective and implement them in a manner 
that allows the achievement of the objectives as a whole.

The FFSA has in use four resolution tools

According to part II, chapter 7, section 2 of the Resolution Act, the resolu-
tion tools include:
1.	 bail-in
2.	 sale of business
3.	 asset separation and
4.	 bridge institution 

Chapter VI of the Bank Recovery and Resolution Directive lays down 
the resolution powers. Provisions in accordance with Article 63 BRRD are 
laid down nationally in part IV, chapter 12, section 1 of the Resolution Act 
(Powers of the agency).

The FFSA must take account 
of the general resolution 
objectives in its operations

When assessing the 
objectives, they must be 
considered as a whole
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2.3	 Improvements in the risk management at 
the FFSA

In its audit of risk management and continuity of operations in central gov-
ernment (20/2018), the National Audit Office recommended that all agen-
cies should prepare documents that are in accordance with the risk manage-
ment policy model set out in the 2017 recommendation by the Government 
Financial Controller’s Function or documents with corresponding contents.

According to FFSA’s 2018 final accounts19, the agency had decided to in-
tegrate the risk management model development project with the conti-
nuity planning work in the agency. To prepare for disruptions, the agency 
has drawn up the FFSA Roadmap 2019–2020, according to which the work 
ensuring the continuity of FFSA’s core operations in exceptional circum-
stances and the planning of secure technical solutions to facilitate effective 
cooperation between authorities in banking-related crisis situations was 
scheduled to take place in the autumn of 2019. The FFSA adopted its risk 
management policy on 31 October 2019.

2.4	 Cooperation and the exchange of 
information between authorities have 
been clarified with protocols and 
agreements

There are several parties involved in processing information related to res-
olution plans or utilised in the drafting of such plans. Firstly, banks submit 
information to the FFSA. They also provide the Financial Supervisory Au-
thority with information on prudential supervision, which the FFSA can also 
utilise. The FFSA forwards part of this information to the European Bank-
ing Authority (EBA) and the Single Resolution Board (SRB).

The COFRA decision clarifies the distribution of tasks and 
responsibilities between the FFSA and the SRB

In December 2018, the SRB adopted a decision20 on the cooperation frame-
work (COFRA) within the Single Resolution Mechanism between the SRB 
and national resolution authorities. The decision also discusses certain el-
ements concerning resolution planning for LSI banks. The distribution of 
responsibilities and tasks described in the COFRA decision have been fur-
ther clarified in the related Internal Agreement document.

The FFSA adopted its 
risk management policy 
in October 2019
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Cooperation and exchange of information between authorities is 
stipulated by law

The requirement set by the Bank Recovery and Resolution Directive for 
close cooperation between the authorities carrying out supervisory and 
resolution tasks in the preparation, planning and implementation of reso-
lution decisions is ensured by the obligation to cooperate imposed by legis-
lation21 on the FFSA, the Ministry of Finance, the Bank of Finland and the 
Financial Supervisory Authority. Under chapter 7, section 2 of the Act on 
the Financial Stability Authority, the agency has the right to obtain, without 
delay, all information necessary for the performance of its duties from the 
Bank of Finland, the Financial Supervisory Authority and other authorities.

The MoU on cooperation clarifies the division of tasks between the 
FFSA and the Financial Supervisory Authority

The Financial Supervisory Authority and the FFSA must cooperate with 
each other. Prior to taking any measures in accordance with chapter 3 or 4 
of the Act on the Financial Supervisory Authority, the Financial Superviso-
ry Authority must consult the FFSA if the supervised entity or other finan-
cial market operator acts in breach of the Resolution Act or of any Commis-
sion regulations or decisions adopted pursuant to the Bank Recovery and 
Resolution Directive referred to in subsection 1 of chapter 1, section 4 the 
said Act.22 The memorandum of understanding on the cooperation and ex-
change of information in resolution tasks between the FFSA and the Finan-
cial Supervisory Authority was adopted in June 2019. 

The FFSA received reading rights to the Financial Supervisory 
Authority’s system services in October 2018

The Bank of Finland and the FFSA have concluded an agreement to organ-
ise a technical interface to the register of institutions (YHPE) and the RISKI 
system administered by the Financial Supervisory Authority. In the YHPE 
interface, the FFSA can access the Yhteisöt [Institutions] tab to search for 
data concerning institutions. The FFSA has reading rights to the informa-
tion in the YHPE system. The supervisory data collected regularly by the 
Financial Supervisory Authority is transmitted to the RISKI system.

The drafting of the MoU between the FFSA and the Bank of Finland is 
still in the early stages

According to the information from the audit of the FFSA, the preparation 
of the memorandum of understanding between the FFSA and the Bank of 
Finland has started, but no draft has yet been produced.

The FFSA has access rights to 
the supervisory data collected 
regularly by the Financial 
Supervisory Authority
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3	 How has the preparation for bank 
resolution tasks been carried out in 
practice by the FFSA?

The FFSA has drawn up a first resolution plan for each less significant bank 
(eight banks in total). These plans largely cover the topics recommended for 
such plans, but some aspects, such as information and communication plans 
and resolvability assessment, have only been covered briefly. However, the 
plans indicate that the treatment of these topics will be further specified in 
connection with the updating of the plans. The order in which resolution 
plans are drawn up has been guided by the European Central Bank’s crite-
ria of classifying the three largest less significant banks in a Member State as 
high-priority less significant institutions. The Single Resolution Board has 
been informed of all resolution plans drawn up, and it has also approved all 
of these plans. Each of the eight banks has been informed of the resolution 
strategy recommended for the bank.

3.1	 The drawing up of resolution plans is 
governed by a number of regulations

Guidance on the drafting of resolution plans is provided in a number of reg-
ulations at different levels, such as: the EU Bank Recovery and Resolution 
Directive, the Resolution Regulation (EU) No 806/2014, the Resolution Act 
1194/2014, the Decrees 1284/2014 and 1285/2014 of the Ministry of Finance, 
Commission Delegated Regulations (EU) 2016/1075 and 2016/1450, and 
Commission Implementing Regulation (EU) 2018/1624. The Single Reso-
lution Board also develops guidance at various levels for national resolution 
authorities. The information requirements are not absolute in all respects 
(information must be provided and quantified where appropriate and pos-
sible) and, for example, the requirement concerning a minimum set of tem-
plates for the provision of information to resolution authorities by credit in-
stitutions came into force in 201923.

Under the Resolution Act, the FFSA must draw up a resolution plan for 
a credit institution after consulting the Financial Supervisory Authority 
and the resolution authorities of significant branches. The resolution plan 
must prepare for resolution measures to be taken by the FFSA if the con-
ditions for resolution are fulfilled. The plan must identify any material im-
pediments to ensure the resolvability or restructuring of the entities con-
cerned and, where appropriate, outline the relevant measures necessary to 
remove such impediments.24

The first step of the process of drawing up a resolution plan is to assess 
the applicability of normal insolvency proceedings. Where bankruptcy is 
not feasible, a decision must be taken on the resolution strategy and ap-
proach. The suitability of resolution tools should then be assessed, imped-
iments to resolvability identified and possible measures to remove them 
proposed. (Figure 2)

The resolution plan must prepare 
for resolution measures to be 
taken by the FFSA if the conditions 
for resolution are fulfilled
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(Re)drafting of the  
resolution plan

Assessing the applicability  
of normal insolvency  

proceedings

Where bankruptcy is not 
feasible, determining the  

resolution strategy

Selecting the appropriate 
approach to the resolution 

strategy

Selecting the  
resolution tool

Identifying and removing 
potential impediments

Figure 2: Resolution planning process. Modified from: the website of the Single Resolu-
tion Board at https://srb.europa.eu/sites/srbsite/files/intro_resplanning.pdf.pdf, p. 20, 
Figure 10. Accessed on 15/07/2019.

Further provisions on the information to be included in the plans and 
issues to be considered in the drafting have been laid down in decrees 
of the Ministry of Finance

In accordance with part II, section 3 of the Resolution Act, the resolution 
plan must set out options for the application of the resolution tools and pow-
ers referred to in part III to the institution. Section 3 of Decree 1284/2014 
of the Ministry of Finance25 contains a list of information to be indicated in 
the resolution plan, quantified where possible. In substance, the list in the 
Ministry of Finance Decree complies with the list of information to be in-
cluded in the resolution plan laid down in the Bank Recovery and Resolution 
Directive. Decree 1285/2014 of the Ministry of Finance lays down the ele-
ments to be taken into account when assessing the resolvability or restruc-
turing options of a credit institution, investment firm or group.

The resolution plan must set 
out options for the application 
of resolution tools and 
powers to the institution
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Commission Delegated Regulation (EU) 2016/1075 on categories of 
information to be included in resolution plans

Under Article 22 of Commission Delegated Regulation (EU) 2016/107526, a 
resolution plan must contain at least the elements laid down in points (1) to 
(8) of the Article, including all information required under Article 10 to 12 
of Directive 2014/59/EU and any additional information necessary to ena-
ble the delivery of the resolution strategy. A resolution plan must contain27:
1.	 a summary of the plan;
2.	 a description of the resolution strategy considered in the plan;
3.	 a description of the information, and the arrangements for the provi-

sion of this information, necessary in order to effectively implement 
the resolution strategy;

4.	 a description of arrangements to ensure the operational continuity of 
access to critical functions during the resolution;

5.	 a description of the financing requirements and financing sources nec-
essary for the implementation of the resolution strategy foreseen in 
the plan;

6.	 plans for communication with critical stakeholder groups;
7.	 the conclusions of the assessment of resolvability;
8.	 any opinion expressed by the institution or group in relation to the res-

olution plan.

With regard to the list above, it should be noted that points 1 to 8 of the 
list contain several sub-points in the Regulation. Furthermore, the amount 
of information to be included in the summary of the plan is large. Accord-
ing to Article 23 of Commission Delegated Regulation (EU) No 2016/1075, 
resolution authorities must assess resolvability based on the following con-
secutive stages:
a.	 assessment of the feasibility and credibility of the liquidation of the 

institution or group under normal insolvency proceedings in accord-
ance with Article 24;

b.	 selection of a preferred resolution strategy for assessment in accord-
ance with Article 25;

c.	 assessment of the feasibility of the selected resolution strategy in ac-
cordance with Article 26 to 31;

d.	 assessment of the credibility of the selected resolution strategy in ac-
cordance with Article 32.

According to section 4 of part II of the Resolution Act, the credit insti-
tution must provide the agency with the information and reports neces-
sary for the drafting, maintenance and implementation of the resolution 
plan. Provisions on the information to be submitted for the drawing up of 
the plans are laid down in section 2 of Decree 1284/2014 of the Ministry of 
Finance28. In accordance with part II, section 4, subsection 2 of the Reso-
lution Act, if the information and reports referred to in subsection 1 are in 
the possession of the Financial Supervisory Authority, the Financial Super-
visory Authority must, at the request of the FFSA, provide the FFSA with 
such information and reports.

Resolvability should be 
assessed at several stages

At the request of the FFSA, 
the Financial Supervisory 
Authority must provide the 
FFSA with the information and 
reports in its possession
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The forms and templates for the submission of data to institutions 
are being clarified: draft technical standards of the European Banking 
Authority and Commission Implementing Regulations

Commission Implementing Regulation (EU) 2016/1066 specified the pro-
cedure and introduced a minimum set of templates for the provision of in-
formation to resolution authorities by credit institutions for the purpose of 
drawing up resolution plans. The templates referred to in Article 3 of the 
Implementing Regulation were used as applicable. After receiving feedback 
on user experiences, the Commission considered it necessary to update the 
minimum set of templates. Due to the extensiveness of the changes required, 
the Commission repealed Implementing Regulation (EU) 2016/1066 and 
adopted a new Implementing Regulation (EU) 2018/1624. The new report-
ing framework consists of 15 templates.29

Minimum requirement for own funds and eligible liabilities (MREL)

Under Article 45 BRRD, Member States must ensure that institutions meet, 
at all times, a minimum requirement for own funds and eligible liabilities 
(MREL).30 The minimum requirement is calculated as the amount of the 
institution’s own funds and eligible liabilities expressed as a percentage of 
the total liabilities and own funds of the institution. The Commission has 
adopted a separate Delegated Regulation31 on the matter.

The MREL has a key role in achieving investor liability, since it ensures 
that an institution has an adequate amount of eligible liabilities to effective-
ly implement the bail-in tool. MREL is a Pillar 2 type institution-specific re-
quirement determined by the FFSA in connection with institution-specific 
resolution planning. The level of the requirement and its application depend 
materially on the resolution strategy determined for the group and the in-
stitution in the plan. For institutions placed under resolution, the MREL 
consists of the loss absorption amount (LAA) and recapitalisation amount 
(RCA). As regards institutions subject to normal insolvency proceedings, 
MREL, as a rule, consists solely of the loss absorption amount (recapitalisa-
tion amount = 0). The FFSA has issued a separate policy paper on MREL.32 

For institutions placed under 
resolution, the MREL consists 
of the loss absorption amount 
and recapitalisation amount
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3.2	 Bank-specific decisions have been taken 
on the eligibility of simplified obligations

Section 10 of part I of the Resolution Act lays down provisions on simplified 
obligations for certain institutions. For each less significant bank, the FF-
SA has taken a decision on whether or not simplified obligations can be ap-
plied. The FFSA has requested an opinion on the draft decisions from the 
Financial Supervisory Authority and the Single Resolution Board. The SRB 
has notified that it does not issue opinions on decisions in situations where 
it has been decided not to apply simplified obligations.

In preparing its decisions, the FFSA has based its assessments on a draft 
standard drawn up by the European Banking Authority for the application 
of simplified obligations. The EBA published the final draft standard in De-
cember 2017, and the Commission adopted the said draft standard in Octo-
ber 2018. Commission Delegated Regulation (EU) 2019/348 adopted in the 
spring of 2019 includes regulatory technical standards specifying the crite-
ria for assessing the impact of an institution’s failure on financial markets, 
on other institutions and on funding conditions.

3.3	 Resolution plans have been drawn up for 
each bank

The FFSA has drawn up resolution plans for all less significant banks in Fin-
land (eight banks in total). The ranking of the banks has been guided by the 
ECB’s criteria, according to which the three less significant banks in a Mem-
ber State must be selected as the high-priority less significant institutions33. 
Three resolution plans have been drawn up in 2017, three in 2018 and two 
in 2019. All the resolution plans drawn up by the FFSA state that the fol-
lowing background regulation has been taken into account in the drafting:

–– Act on the Resolution of Credit Institutions and Investment Firms 
(1194/2014);

–– Bank Recovery and Resolution Directive 2015/59 (BRRD);
–– Decrees 1284/2014 and 1285/2014 of the Ministry of Finance;
–– Commission Delegated Regulations (EU) 2016/1075 and 2016/1450;
–– Commission Implementing Regulation (EU) 2016/1066.

The resolution plans drawn up also state that the elements of the Plan-
ning Manual of the Single Resolution Board have been taken into account as 
appropriate. Furthermore, the principle of proportionality and the nature 
of the plan as a constantly evolving document have also been taken into ac-
count. It has been found that some of the topics included in the plans have 
only been covered briefly as the plans drawn up are the first versions of the 
resolution plan. In addition, relevant guidelines issued by the SRB regard-
ing certain aspects have been incomplete.

The FFSA has based 
its assessments on a 
draft EBA standard

The ranking of the banks has 
been guided by the ECB’s policy
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Fully-fledged plans

1 Management summary

2 Strategic business analysis

3 Preferred resolution strategy

4 Financial and operational continuity

5 Information and communication plan

6 Conclusions of the assessment of  
    resolvability

Simplified Plans

1 Management summary

2 Strategic business analysis

3 Preferred resolution strategy

4 Information and communication plan

5 Conclusions of the assessment of  
    resolvability

Figure 3: The recommended key categories of the resolution plans

3.4	 Resolution plans largely cover the key 
categories

The audit compared the plans drawn up by the FFSA with each other and 
with the checklists34 prepared in connection with the parallel audit. A total 
of 8 resolution plans were examined.

The plans drawn up by the FFSA largely cover the recommended key 
categories

The recommended structure of the resolution plan is discussed here in 
more detail, taking two areas as an example. Figure 3 presents the key cat-
egories of a plan, and Figure 4 provides a more detailed breakdown of the 
strategic business analysis sub-category. The recommended structure for 
a fully-fledged plan and a simplified plan35 is very similar at heading level. 
Compared with the fully-fledged plan, the recommended structure of the 
simplified plan does not include the category of financial and operational 
continuity (Figure 3).

Examined at heading level, the fully-fledged plans drawn up by the FFSA 
include all six key categories of the recommended structure (cf. Figure 3). 

Compared with the checklist, the simplified plans do not include the 
chapter titled ‘Information and communication plan’. However, the plans 
do include Chapter 4 ‘Crisis communication’ and its sections 4.1 ‘Crisis com-
munication by the insolvency estate’, 4.2 ‘Communication by the Deposit 
Guarantee Fund’ and 4.3 ‘Other crisis communication’.

When comparing the plans drawn up at different times, it was found that 
the contents of the management summary section have become more de-
tailed over time. In the plans drafted in the early years, the summary sec-
tion has been very long, but in the plans drawn up in 2019, the summary is 
presented as a concise table and the different components of the summary 
section are clearly titled.
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The FFSA has not specified a separate template for the drawing up of the 
resolution plan for banks eligible for simplified obligations. The Bank Re-
covery and Resolution Directive and the Resolution Act would allow the FF-
SA to take a decision on such a template. Overall, the structure of the plans 
drawn up by the FFSA under simplified obligations is close to that recom-
mended by the Single Resolution Board. The templates jointly agreed for 
national resolution authorities and related application practices would en-
sure that the practices of the different countries do not start to diverge too 
much. Uniform practices for the supervision of and resolution planning for 
less significant banks would also help to create better conditions for the es-
tablishment and use of the missing component of the banking union, i.e. the 
European Deposit Insurance Scheme (EDIS).

In its decisions (on the application of simplified obligations), the FFSA 
has informed banks that a resolution plan must be drawn up for them, and 
the resolution plan must contain

–– a business analysis
–– an assessment of the applicability of the insolvency proceedings
–– a description of the necessary precautionary measures and
–– a communication plan for crisis situations.

According to the decisions made, data is collected from the banks to the 
extent required by the plan as defined above. The FFSA has also announced 
that the bank resolution plan must be updated every two years, unless the 
agency sees a need to tighten the update schedule. The FFSA has also stat-
ed that, after the completion of the first plan for each bank, it will determine 
more precise deadlines for updating the next version.

The strategic business analysis should be presented at a more precise 
level in fully-fledged plans

In the recommended structure, the strategic business analysis consists of sev-
eral subsections (Figure 4). Compared with the checklist, the fully-fledged 
plans drawn up by the FFSA were missing heading 2.9 Eligibility to simplified 
obligations. However, all plans covered the eligibility of the simplified obli-
gations in the body text and included a reference to the separate bank-spe-
cific decision by the FFSA on the application of simplified obligations.

The templates jointly agreed for 
national resolution authorities 
and related application practices 
would ensure that the practices 
of the different countries do not 
start to diverge too widely
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2 Strategic  
business  
analysis

2.4 Overview of 
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Figure 4: The recommended subsections of strategic business analysis in fully-fledged 
and simplified resolution plans

The simplified plans were missing the section ‘Overview of assets, liabil-
ities, capital, revenue and risk position’. On the other hand, the resolution 
plans drawn up by the FFSA include the section ‘Financial position’, divid-
ed into subsections covering, for example, balance sheet structure, eligible 
liabilities and own funds, profitability and solvency. 

All plans have assessed the feasibility and credibility of insolvency 
proceedings

In the recommended simplified plan structure, the section covering the pre-
ferred resolution strategy includes an assessment of the feasibility and cred-
ibility of normal insolvency proceedings. Fully-fledged plans must also ad-
dress the selected resolution strategy in more detail. The simplified plans 
drawn up by the FFSA cover the preferred resolution strategy in a separate 
section. The credibility and feasibility of insolvency proceedings is discussed 
in the same section. The fully-fledged plans have addressed the feasibility 
and credibility of insolvency proceedings, the selected resolution strategy 
and the appropriate resolution tool.
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The deposit guarantee payment system project

A deposit guarantee payment system project has been under way at 
the FFSA. The aim of the project was to implement a set of information 
systems for the prompt payment of deposit guarantee compensation, 
including a system for the collection of data from banks and depositors. 
In March 2018, the agency successfully performed a stress test of the 
adequacy of the Deposit Guarantee Fund’s assets as part of a statuto-
ry stress test of deposit guarantee schemes in accordance with the in-
structions of the European Banking Authority.37 The FFSA has complet-
ed the payment system project, and the system was transferred to the 
production environment in the spring of 2019. With the new system, 
the FFSA will be able to pay deposit guarantee compensations quickly 
in the event of a bank’s insolvency. In Finland, the requirement for pay-
ments within seven working days entered into force on 1 January 2020.

Financial and operational continuity have been addressed

The fully-fledged plans have addressed the financial and operational con-
tinuity. The resolution plan must assess not only the solvency of the bank 
but also the continuity of liquidity and refinancing during the resolution 
process. Some plans stated that, for example, measures aiming to ensure li-
quidity in a resolution situation will be addressed in more detail in the sub-
sequent versions.

As regards information and communication plans, the review has 
focused on the needs of the planning phase

Information and communication plans must cover the availability of infor-
mation necessary for preparation of the resolution planning and implemen-
tation and the definition of the crisis management organisation and crisis 
communication. All critical systems that produce information required for 
resolution should also be operational during resolution. As a rule, the infor-
mation required for resolution planning has been sufficiently available from 
the banks. However, at this stage, the plans have not sufficiently accurately 
defined the information needed for the resolution itself (including the valu-
ation of the balance sheet at different stages).36 In the area of crisis commu-
nication, information will be supplemented for the next resolution plans. 
The availability of information generated by information systems will im-
prove along with the TALSU project (deposit guarantee payment project).
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No significant impediments to resolvability have been identified at 
this stage

The resolution plans address the impediments to resolvability. According 
to the plans, no issues which would directly threaten the feasibility of the 
plans were identified at the drafting stage. The FFSA has not taken decisions 
under chapter 3 of the Resolution Act to remove significant impediments. 
However, the plans have sought to identify possible areas which will be sub-
ject to further assessment and which may require action from the bank it-
self or from the FFSA.

The specific focus points of the parallel audit

For the purpose of the parallel audit, it was also examined how the plans 
address the public interest, the resolution strategy and tools, and the mini-
mum requirement for own funds and eligible liabilities.

The public interest has been discussed in all the fully-fledged plans. The 
fully-fledged plans drawn up in 2019 included separate subsections on the 
continuity of critical functions of institutions, the prevention of cross-insti-
tutional contagion and other adverse effects on financial stability, the pro-
motion of market discipline, the protection of public funds by minimising 
reliance on extraordinary public financial support , the protection of cov-
ered depositors and investors and of customer funds held by institutions, 
avoid destruction of value , and the minimisation of the resolution costs. In 
the simplified resolution plans, the topics referred to above have been dis-
cussed in section 3.2.1 Credibility of insolvency proceedings.

The fully-fledged plans drawn up by the FFSA also cover the selected 
resolution tool. The plans drawn up in 2019 include separate sections (4.3.) 
on the different resolution tools and their suitability. The 2019 plans also 
include a separate annex on the decision on the minimum requirement for 
own funds and eligible liabilities. However, the plans drawn up in 2017 on-
ly include a draft decision on the minimum requirements for eligible lia-
bilities, and a separate decision has been taken on these at a later date. The 
plans completed in 2017 have been updated in the autumn of 2019, and new 
MREL decisions have been taken regarding these plans.

Some resolution plans state that in its assessment carried out on the ba-
sis of the plan, the FFSA has not identified any grounds referred to in the 
Commission Delegated Regulation on MREL which would require the re-
capitalisation of the bank above the minimum level of its own funds. The 
FFSA has therefore not set an MREL requirement for these banks concern-
ing the recapitalisation amount.
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4	 Does the NAOF encounter any 
limitations in the auditing of bank 
resolution tasks or accessing of 
relevant documents?

The National Audit Office was provided with all the FFSA documents it 
needed for its audit. The NAOF also received all the documents it request-
ed from the Ministry of Finance. In the spring of 2019, the Single Resolution 
Board made a policy decision that the SRB documents guiding the opera-
tions of the FFSA would only be available for reviewing on the FFSA prem-
ises. For the purposes of the audit, it was not considered necessary to re-
quest any documents from the Financial Supervisory Authority.

4.1	 The relevant information of the FFSA 
and the Ministry of Finance was fully 
accessible

The National Audit Office was provided with all the FFSA documents it 
needed for its audit. The NAOF also received all the documents it request-
ed from the Ministry of Finance.

It was not considered necessary to request any information for the 
audit from the Financial Supervisory Authority

Section 2 of the Act on the National Audit Office (676/2000) lays down pro-
visions on the NAOF’s right of audit. The NAOF has the right to audit, for ex-
ample, central government authorities, agencies, unincorporated state en-
terprises and companies in which the state has a controlling interest. Under 
section 1 of the Act, the NAOF is not responsible for auditing the finances of 
Parliament, funds under the responsibility of Parliament, the Bank of Fin-
land, or the Social Insurance Institution.

Section 4 of the Act on the National Audit Office (676/2000) lays down 
provisions on the NAOF’s right to obtain information. According to the 
section, the NAOF has the right to obtain the documents, reports and oth-
er information that are necessary for performing the task laid down for the 
NAOF without delay from the authorities and other entities referred to in 
section 2. The NAOF also has the right to receive the reports and other in-
formation that it needs in its operations from the Bank of Finland and the 
Social Insurance Institution of Finland. In Finland, the national competent 
authority responsible for banking supervision is the Financial Supervisory 
Authority, which according to section 2 of the Act on the Financial Super-
visory Authority (878/2008) operates in connection with the Bank of Fin-
land. Thus, in Finland, the NAOF has the right to obtain information from 
the competent banking supervisory authority operating in connection with 
the Bank of Finland, i.e. the Financial Supervisory Authority, but it does not 
have the mandate to audit it.

The NAOF has the right to obtain 
information from the competent 
banking supervisory authority, 
i.e. the Financial Supervisory 
Authority, but it does not have the 
mandate to audit its activities
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The FFSA uses information received from the Financial Supervisory Au-
thority in the drawing up of resolution plans, such as bank recovery plans 
and supervisory reviews (SREPs). The supervisory review must assess the 
bank’s business model, governance and risk management, capital adequa-
cy, and liquidity. The measures required from the bank must also be deter-
mined on the basis of the supervisory review.

The NAOF decided to focus in the audit on the resolution plans drawn 
up by the FFSA and the information contained therein. The audit did not 
examine materials that the FFSA uses in the drafting of resolution plans, 
such as materials submitted to it by credit institutions or the Financial Su-
pervisory Authority.

The establishment of the banking union has sought to harmonise bank 
supervision and resolution procedures. However, the arrangements for the 
external audit of the banking union have not been harmonised. There are 
differences in the rights of Member States’ national Supreme Audit Insti-
tutions to audit the national banking supervisory authority and the resolu-
tion authority. The report on the parallel audit of banking supervision pub-
lished in 201738, 39 recommended that national governments and parliaments 
should review whether their Supreme Audit Institutions have the mandate 
to audit banking supervision and, if necessary, extend the audit mandate 
so that it is in accordance with Article 59(2) of the Credit Institutions Di-
rective. The Contact Committee of the Supreme Audit Institutions of the 
European Union has drawn attention to deficiencies in the accountability 
and external audit arrangements of the Single Supervisory Mechanism for 
banks in the euro area40.

4.2	 SRB documents could be accessed but 
could not be used in the audit

SRB has prepared guidelines on the drawing up of resolution plans. In the 
audit, the NAOF was only allowed to review the SRB guidelines on the prem-
ises of the FFSA. No copies of the documents were allowed to be made. The 
audit report could have commented on the documents at a general level 
(e.g. by mentioning compliance/non-compliance) but, for example, pre-
cise numerical values and deviations from them could not have been dis-
cussed in the report.

The SRB guidelines contain different levels of guidance (e.g. Political 
Notes, Horizontal Technical Notes, Guidance Notes and Resolution Plan-
ning Manual). There were a total number of 20 documents available for 
examination, with a total of more than 900 pages. The exchange of infor-
mation between the FFSA and the SRB in connection with the process of 
approving the resolution plans could also be viewed only as paper-printed 
emails on the FFSA premises.

Either paper or electronic copies of the documents used in audits are 
taken for audit documentation and for records to make it possible to later 
verify the link between the conclusions and opinions made in the audit with 
the audit records (audit trail). As no copies of the SRB documents could be 
obtained, they were not used as audit material.

There are differences in the 
rights of Member States’ national 
Supreme Audit Institutions 
to audit the national banking 
supervisory authority and 
the resolution authority

SRB documents could only be 
reviewed on the FFSA premises



39

The division of bank resolution planning tasks between the national res-
olution authorities and the SRB means that the planning process of less sig-
nificant banks and its functioning in relation to the guidelines cannot be au-
dited as it was not possible to use the SRB guidance documents in the audit, 
as described above.
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5	 How does the Ministry of 
Finance fulfil its responsibility 
and accountability concerning 
the functioning of the resolution 
mechanism?

There have been no bank resolution cases in Finland, so there is no practical 
experience of the functioning of the new bank resolution scheme.

In 2007, Finland adopted a memorandum of understanding (MoU) on 
cooperation in crises management of financial market between different 
authorities to improve the crisis management capacity of the parties by en-
suring the necessary exchange of information between the parties in each 
crisis situation and by enhancing cooperation to manage and resolve the fi-
nancial market crisis in the best possible way. According to the information 
received in the audit, the work on updating the MoU was launched in Sep-
tember 2016 but has not yet been completed.

The Ministry of Finance has contributed to the implementation of the 
regulation for establishing arrangements related to bank resolution tasks 
in Finland (see Chapter 2). The Resolution Act lays down provisions on the 
conditions for resolution, opening resolution proceedings, contents of de-
cisions, and communication under the resolution scheme. If the FFSA or 
the Financial Supervisory Authority considers that the conditions for res-
olution are fulfilled, they must, under law, communicate their assessment 
to each other, as well as the competent supervisory authority of the institu-
tion or group branch, the Bank of Finland and the European Central Bank, 
any group resolution authority of the institution, the Ministry of Finance, 
and the European Systemic Risk Board. The Resolution Act also sets out 
minimum requirements for the content of the decision placing an institu-
tion under resolution. The Act also lays down provisions on the notification 
and publication of the decision.

5.1	 The MoU on cooperation regarding 
financial system crisis management 
between authorities has not been updated

In Finland, a memorandum of understanding on cooperation regarding fi-
nancial system crisis management was drawn up between various authori-
ties in 2007. It was prepared by The Financial Inspection (current Financial 
Supervisory Authority), the Ministry of Social Affairs and Health, the Bank 
of Finland, the Insurance Supervisory Authority (current Financial Super-
visory Authority), and the Ministry of Finance. The purpose of the MoU on 
cooperation was to improve the crisis management capacity of the parties 
by ensuring the necessary exchange of information between the parties in 
each crisis situation and by enhancing cooperation to manage and resolve 
the financial market crisis in the best possible way. The MoU is applied un-
der normal conditions in preparation for crisis management, as well as in 
circumstances which may jeopardise the stability of financial markets or 
cause significant disturbance in the functioning of the financial system.

The purpose of the MoU was to 
enhance the crisis management 
capabilities of the parties by 
ensuring the necessary exchange 
of information between the 
parties in each crisis situation



42

In 2016, the Ministry of Finance estimated that there is still a need for a 
policy of the kind described in the MoU, but the MoU requires an update. 
The updating work was initiated at a meeting between the authorities in 
September 2016 and by providing the authorities with an opportunity to 
comment on the MoU in writing. The work was to be completed by the end 
of 2017. According to the information received during the audit, the update 
work is still ongoing.

5.2	 The conditions for resolution are laid 
down in the Resolution Act

Article 32 of the Bank Recovery and Resolution Directive deals with the con-
ditions for resolution. In Finland, the conditions for resolution are laid down 
in part III, chapter 4, section 1 of the Resolution Act. This allows an institu-
tion to be placed under resolution if all of the following conditions are met:
1.	 the institution is failing or is likely to fail;
2.	 in view of the circumstances, there is no reasonable prospect that any 

other alternative measures would secure the continuity of its opera-
tions within a reasonable timeframe without jeopardising the objec-
tives referred to in chapter 1, section 6, subsection 1;

3.	 the placing of the institution under resolution is necessary to safeguard 
an important public interest.

The impacts of the liquidation or insolvency proceedings must always 
be assessed

According to the Resolution Act (part III, chapter 4), the condition re-
ferred to in section 1, subsection 1, paragraph 3 (public interest) is fulfilled 
if placing the institution under resolution is a proportionate and necessary 
response to achieve one or more of the objectives set out in chapter 1, sec-
tion 6, subsection 1, and the objectives cannot be achieved in a similar man-
ner by placing the institution under insolvency or liquidation proceedings.

The detailed rationale of the Government Proposal concerning the Res-
olution Act states that an important public interest would refer, in particu-
lar, to safeguarding the stability of financial markets, and placing the insti-
tution under resolution would constitute a proportionate and necessary 
response to achieve this objective. The detailed rationale also states that 
the FFSA should always first assess the impacts of placing the institution 
under liquidation or insolvency proceedings. Institutions should always be 
primarily placed into liquidation or insolvency proceedings, if this can be 
done without jeopardising the objectives laid down in chapter 1, section 6 
of the Resolution Act.41

The placing of an institution 
under resolution must be a 
proportionate and necessary 
response considering the 
objectives of the resolution
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The institution must be considered failing or likely to fail

According to of part III, chapter 4, section 1 of the Resolution Act, an insti-
tution is considered to be failing or likely to fail within the meaning of sub-
section 1, paragraph 1 if it:
1.	 infringes or is assessed to be likely to infringe in the near future the re-

quirements set out for continuing authorisation;
2.	 is unable or is assessed to likely be unable in the near future to pay its 

liabilities; or
3.	 requires extraordinary public financial support to continue its activ-

ities, provided that such support does not concern a temporary state 
guarantee to back a liquidity facility provided by the central bank or 
funding of the bank or an injection of own funds under ordinary terms 
which does not meet the conditions referred to in paragraphs 1 and 2 
or in chapter 6, section 1, subsection 1, and provided that such action 
is necessary to remedy a serious disturbance in the financial markets.

The European Banking Authority has issued guidelines42 to interpret dif-
ferent circumstances when an institution is considered to be failing or likely 
to fail. The Financial Supervisory Authority has announced that it will com-
ply with these Guidelines starting from 7 August 2018 and the FFSA start-
ing from 12 November 2018.43

5.3	 Placing an institution under resolution, 
initiation of the resolution procedure and 
related decisions must be made public

When the conditions for placing an institution under resolution are 
fulfilled, the authorities must inform each other of their assessment

According to chapter 4, section 1 of the Resolution Act, the Board of an in-
stitution must notify the Financial Supervisory Authority without delay if 
it considers that the institution fulfils the conditions set out in subsection 
1, paragraph 1. The Financial Supervisory Authority, in turn, must inform 
the FFSA immediately upon receipt of a notification referred to in this sub-
section. If the FFSA or the Financial Supervisory Authority determines 
that the institution fulfils the conditions set out in subsection 1, paragraph 
1 or 2, they must communicate this assessment to each other, as well as to:
1.	 the competent supervisory authority of the institution or group branch
2.	 the Bank of Finland and the European Central Bank
3.	 any group resolution authority of the institution
4.	 the Ministry of Finance
5.	 the European Systemic Risk Board.



44

The content requirements for a decision on placing an 
institution under resolution are laid down in the Resolution Act

If the FFSA determines that the conditions of section 1 are not fulfilled, 
it is required to make a decision against placing the institution under 
resolution. If the conditions are met, the FFSA must make a decision 
on placing the institution under resolution. In accordance with part III, 
chapter 4, section 2 of the Resolution Act, the decision on placing the 
institution under resolution must at least indicate the following:
1.	 the date and time from which the institution will be subject to the 

resolution procedure;
2.	 the obligation of the institution to publish the decision in accord-

ance with section 4;
3.	 the measures in accordance with the Resolution Act decided by 

the resolution authority when placing the institution under res-
olution.

According to the Resolution Act, the FFSA is required to 
provide notification of the decision

In accordance with part III, chapter 4, section 3 of the Resolution Act, 
the FFSA must immediately notify the following parties of the decision 
to place an institution under resolution:
1.	 the institution subject to the decision
2.	 the Financial Supervisory Authority and the European Central 

Bank
3.	 the competent supervisory authority of the branch of the institu-

tion placed under resolution
4.	 any group resolution authority of the institution
5.	 the Bank of Finland
6.	 the Ministry of Finance
7.	 the European Systemic Risk Board
8.	 the European supervisory authorities
9.	 the European Commission
10.	 clearing systems operators, where the institution is a clearing 

member within the meaning of section 2 of the Act on certain 
conditions for securities and foreign exchange transactions and 
clearing systems (laki eräistä arvopaperi- ja valuuttakaupan se-
kä selvitysjärjestelmän ehdoista 1084/1999).

The decision to initiate the resolution procedure must be 
published, inter alia, in the official journal

In accordance with part III, chapter 4, section 4 of the Resolution Act, 
if an institution is placed under resolution, a summary of the decision, 
and in other cases the full decision, must be published:
1.	 on the website of the Financial Stability Authority
2.	 on the website of the Financial Supervisory Authority
3.	 on the website of the institution subject to the procedure
4.	 on the website of the European Banking Authority
5.	 in the official journal.
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5.4	 The Ministry of Finance is responsible 
for the performance management of the 
FFSA

The FFSA, as a central government accounting agency, has the 
responsibility to draw up annual accounts and an annual report on its 
operations

Under section 21 of the State Budget Act (423/1988), government agencies 
must, in their annual accounts and reports on operations compiled in or-
der to implement accountability, provide true and fair information on their 
compliance with the budget, their revenues and expenditure, their financial 
position and their operative performance (true and fair view). The FFSA, 
as a central government accounting agency44, must prepare final accounts 
for each financial year.

The National Audit Office audits the final accounts and the annual 
report of the FFSA

After approval of the final accounts, the accounting agency must imme-
diately send them to the Ministry, the National Audit Office and the State 
Treasury. In the 2018 audit, the NAOF found that the FFSA had complied 
with the budget and the key budget provisions. With regard to reporting on 
operational efficiency, the NAOF has recommended that, in future, efforts 
be made to present the development of person-years and costs by function, 
for example, as data on economic efficiency and productivity. In the annu-
al summary of the 2018 financial audit, the NAOF also stated that the FFSA 
should pay attention to the organisation of its performance accounting so 
that it would provide more comprehensive information for the annual ac-
counts on the development of operational efficiency.

The Ministry of Finance and the FFSA agree on performance targets

Each year, the Ministry of Finance and the FFSA draw up an annual perfor-
mance agreement.45 The performance agreement also includes preliminary 
targets for the next three years. The achievement of the targets is examined 
in performance management meetings between the Ministry and the FF-
SA. The FFSA’s annual accounts, which also contain the annual report on its 
operations, acts as the outturn statement for the whole year. The Ministry 
of Finance issues an annual statement on the FFSA’s annual accounts. In its 
statement on the FFSA’s annual accounts for 201846, the Ministry of Finance 
has stated that the agency’s reporting gives a clear picture of the activities 
performed. The FFSA has developed the definition of its social impact tar-
gets. The Ministry of Finance has requested the FFSA to develop the annual 
report contained in the annual accounts so that the report would also assess 
the implementation of the activities, especially in relation to the targets set.

The National Audit Office 
has recommended that the 
development of person-years 
and costs by function be 
presented as data on economic 
efficiency and productivity
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5.5	 Reporting to Parliament on the FFSA 
is limited in the Government’s annual 
report to Parliament

The Finnish Parliament receives information about the Single Resolution 
Mechanism in connection with its participation in the national prepara-
tion of European Union matters under section 96 of the Constitution of 
Finland (731/1999). Furthermore, under section 97 of the Finnish Consti-
tution, the Finnish Parliament has the right to receive information on in-
ternational affairs. The above-mentioned matters are dealt with in Parlia-
ment as ‘E’ and ‘U’ matters.

The Government’s annual report to Parliament is a central parliamen-
tary document reporting on the implementation and success of activities. 
According to section 46 of the Constitution, the Government is required to 
submit to Parliament annual reports on governmental activities and on the 
measures undertaken in response to parliamentary decisions, as well as an-
nual reports on state finances and adherence to the budget. Further provi-
sions on the Government’s annual report to Parliament are laid down in sec-
tion 9a of the Government Act (175/2003) and in sections 17 and 18 of the 
State Budget Act (423/1988).

The 2015 Government’s annual report to Parliament contains a brief de-
scription of the establishment and duties of the Financial Stability Authori-
ty. However, the subsequent annual reports (2016–2018) do not cover the Fi-
nancial Stability Authority or its activities. The reporting in the 2015–2018 
Government’s annual reports has remained very similar in structure, focus-
ing on the Financial Stability Fund.

Reporting on the management of risks related to the banking sector 
as part of the reporting on the state’s financial position

Considering the management of risks related to the financial liabilities of 
central government, the Government’s annual report to Parliament should 
contain a more detailed account of the role and duties of the FFSA and the 
implementation of its activities (level of preparedness for bank resolution). 
The establishment of national resolution authorities and the resolution plans 
drawn up for banks by such authorities play a key role in the preparedness 
for bank resolution. The purpose of the Single Resolution Mechanism is to 
ensure that the banking sector and investors would bear the primary re-
sponsibility for any bank failure. Parliament should have more accurate in-
formation on how well the new structures and procedures to reduce risks 
to central government related to the banking sector have been implement-
ed at the national level.

The 2015 Government’s annual 
report contains a brief description 
of the establishment and duties of 
the Financial Stability Authority

The tasks of the FFSA and the 
degree of their implementation 
should be reported more 
closely to Parliament
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Appendix: Audit methods

This appendix describes how the findings presented in the audit were reached and what limita-
tions relate to the findings.

Audit objective and utilisation of the audit findings

The main audit question was how well the structures and procedures concerning the resolution 
of banks have been implemented in Finland. The main question was examined through four sup-
porting audit questions, which aimed to examine how well the FFSA is equipped and prepared 
to carry out bank resolution tasks, how the preparation for bank resolution tasks has been or-
ganised in practice by the FFSA, whether the NAOF encounters any limitations in the auditing 
of bank resolution tasks or accessing of relevant documents, and how the Ministry of Finance 
fulfils its responsibility for the functioning of the resolution mechanism (including accountabil-
ity to Parliament).

The results of the audit can be used to develop the structures and procedures for resolution 
tasks and to improve transparency and accountability. Another purpose of the audit was to pro-
duce comparative data for a parallel audit examining the operations of national responsible au-
thorities as part of the Single Resolution Mechanism. The participants in the parallel audit in-
cluded the Supreme Audit Institutions of Germany, the Netherlands, Austria, Ireland, Spain, 
Portugal and Finland, as well as the European Court of Auditors.

Audited entities

The audit focused on the organisation of bank resolution tasks in the case of less significant 
banks. The audited entities were the Financial Stability Authority and the Ministry of Finance.

Opinions on the draft audit report were requested and received from the FFSA, the Minis-
try of Finance, the Financial Supervisory Authority and the Bank of Finland. The feedback con-
tained in the opinions was taken into account in the preparation of the final audit report. The opin-
ions and the abstract based on them can be viewed on the website of the National Audit Office.

Audit questions, criteria, material and methods

The audit questions, criteria, material and methods are briefly described on the next page. At 
the preliminary review stage, comments on the audit plan were requested from the FFSA and 
the Ministry of Finance.
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Audit questions and sub-questions

1.	 How well is the FFSA equipped and prepared to 
carry out bank resolution tasks?

2.	 How has the preparation for bank resolution tasks 
been carried out in practice by the FFSA?

3.	 Does the NAOF encounter any limitations in the 
auditing of bank resolution tasks or accessing of 
relevant documents?

Audit criteria, materials and methods

Criteria: The FFSA has implemented resolution tasks 
in accordance with the regulatory framework, and the 
governance and guidance of the FFSA has been carried 
out in such a way that the proper functioning of the res-
olution function is ensured and the tasks can be carried 
out independently.

Materials: The EU Resolution Regulation, the Bank Re-
covery and Resolution Directive, the Commission Del-
egated Regulations, the Act on the Resolution of Credit 
Institutions and Investment Firms, the Act on the Fi-
nancial Stability Authority, documents and written re-
plies received from the audited entities.

Analysis methods: The analysis method used was a 
content analysis.

Criteria: The FFSA applies the relevant rules that are 
adequate for drawing up resolution plans and will pro-
duce a reasoned decision on the recommended resolu-
tion strategy for all (less significant) banks.

Materials: The EU Resolution Regulation, the Bank 
Recovery and Resolution Directive, the Commission 
Delegated Regulations, the Act on the Resolution of 
Credit Institutions and Investment Firms, the Act on 
the Financial Stability Authority, other guidelines and 
standards, the resolution plans drawn up by the FFSA 
and the guidelines prepared by the FFSA, documents 
and written replies received from the audited entities.

Analysis methods: The analysis method used was a 
content analysis.

Criteria: The NAOF has full access to all written and 
digital information concerning the resolution mecha-
nism at the FFSA, including relevant information con-
cerning the Single Resolution Board. 

Materials: Documents and written replies received 
from the audited entities.

Analysis methods: The analysis method used was a 
content analysis.
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Audit process

The audit was carried out between 29 April 2019 and 6 March 2020. The interviews and acqui-
sition of material were conducted between 1 May and 31 October 2019. Changes taking place in 
the audited entities have been considered up to 31 October 2019.

Auditors

The audit was carried out by Principal Performance Auditor Vuokko Mustonen, who also acted 
as the project manager, and trainee Markus Sundquist (from 1 June to 31 August 2019).

Limitations and reservations concerning the audit findings

The audit did not examine the correctness of the information and calculations used by the FF-
SA in the resolution plans and preparation thereof.

Criteria: The Ministry of Finance has organised its tasks 
so that (1) the Ministry’s ultimate responsibility for the 
operation of the resolution function and for the oper-
ation of the entire financial system in Finland is safe-
guarded and (2) the Ministry is accountable to the Par-
liament.

Materials: the Act on the Resolution of Credit Insti-
tutions and Investment Firms, Government’s annual 
reports to Parliament, performance agreements, doc-
uments and written replies received from the audit-
ed entities.

Analysis methods: The analysis method used was a 
content analysis.

4.	 How does the Ministry of Finance fulfil its respon-
sibility and accountability concerning the func-
tioning of the resolution mechanism?
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