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1. Background

The World Bank, through the financing provided by SECO, is supporting the Republic of Albania in its Development of Public Sector Accounting Project which includes development of public sector accounting standards in accordance with International Public Sector Accounting Standards (IPSAS) in Albania. This assignment is planned to support implementation of the initial steps towards this long-term goal. 
Public sector accounting and financial reporting standards have not been formally established in Albania.  Public accounting is currently done on the cash basis with elements of accruals with regard to assets and liabilities. Cash based accounting and subsequent insufficient commitment control is seen as a factor which led to a significant accumulation of arrears in the public sector. The formal basis of classification of accounts currently used is based on Government Finance Statistics (GFS) reporting guidelines, which are for statistical reporting purposes. IPSAS is used by the government as a benchmark and direction for reforms in public sector accounting. The benefits of investing in the improvement of public sector accounting and financial reporting practices are, inter alia: (i) better government accountability and transparency to the its citizens, donor and investors, and (ii) better quality and more complete information on government spending, resources, assets and liabilities available for decision making.
The reform

In accordance with Albania’s PFM Strategy (2014, 2019), the Ministry of Finance and Economy (MoFE) has prepared and adopted in 2019 a detailed country strategy and action plan for the implementation of accounting and financial reporting in the public sector that are based on International Public Sector Accounting Standards (IPSAS). 
The approach will be gradual introduction of IPSAS, in line with IT and treasury system developments, whilst developing the professional capabilities of the Ministry of Finance and Economy (MOFE) and public sector finance professionals. The aim is to follow indirect adoption of IPSAS to the extend they are practical and applicable to the local context, and deliver value for money. The overall change program will take at least 7 years, commencing with central government and eventually roll out to local government units. This will allow progress at pace and an opportunity to develop, test, and revise processes before wider adoption. 
The project will help improve the quality, completeness and timeliness of government financial information through a multi-faceted and coordinated program of (i) developing and delivering a country action and strategic plan, (ii) strengthening capacities, and (iii) change management and communications strategy. This includes supporting institutional, organizational, human capacity and stakeholders' relationships. Available partners and resources will be leveraged in elaborating the contents and elements of the proposed activities.  These include resources available through the regional PULSAR FINCOP Program
.
Institutional arrangements

The principal project stakeholders are the MoFE, prioritized users of public funds, statistical office (INSTAT) and the State Audit Institution (SAI). The MoFE has successfully led the implementation of the IFRS throughout the largest companies in Albania. Despite differences, there are several lessons learned to build upon in the successful implementation of the new accounting standards across public sector entities. 
Accounting and financial reporting is in the responsibility of the MoFE, at national and subnational levels of government. In the MoFE, the two main departments are concerned with accounting; General Directorate of the Harmonization Public Financial Internal control
 (or Central Harmonization Unit or “CHU”) and the General Directorate of Treasury and its Regional Treasury Offices (“Treasury”). The CHU, through a special structure, is responsible for the accounting methodology and regulation in the public sector and also for the issues related to financial reporting and auditing in the private sector. Its responsibilities include, inter alia, developing and maintaining the accounting methodology for the public sector, supervision and monitoring, and assistance and continuous training for the financial staff of all public sector units. The Treasury is responsible for the implementation of the public accounting function. IT systems are supported by the Business Process directorate within Treasury. The statistical office (INSTAT) relies exclusively on information provided by Treasury for the preparation of GFS and national accounts. The interface between Treasury and INSTAT is, however, not properly defined and the process for the implementation of ESA2010 as part of the accession to the EU needs to be improved.
The main IT system operated by the MoF at present is the treasury information system (officially called Albanian Government Financial Information System, AGFIS). The functions automated through this system include budget management, commitment management (current and multi-year), cash management, general ledger (accounting and reporting) which is built to support both cash and accrual accounting, fixed assets, payables, etc. Initially, the system was used primarily by the GD Treasury, the Treasury District Offices and GD Budget, however it was realized that it would be most effective if the spending units were also provided access to the system. The Treasury is implementing a roll out plan to the major spending units
. 
Summary of Work

The assignment will seek to develop the technical accounting foundation underpinning the adoption of accrual based IPSAS across the government of Albania. The proposed activities under this consultancy will include: 
(i) Activity 1:  Comparative Assessment of IPSAS: Develop a comparative assessment of all IPSAS to the current reporting requirements and project the overall impact on the budget and financial reporting as a result of implementing IPSAS. 
(ii) Activity 2: Business Process Review and Revision: Complete a comprehensive functional and business process review of the accounting and financial reporting function across government, including AGFIS requirements, and reengineer the accounting and financial statement preparation in line with IPSAS adoption as outlined in the CSAP. Develop comprehensive instructions stating the methodological guidelines for practitioners in General Government
 Units (GGUs) to use in implementation. These will ultimately include best practice examples drawn from the pilot sites in Activity 4. 
(iii) Activity 3: Legal framework: Complete a review of the legal framework considering the above assessments and draft the necessary legal acts or amendments for the adoption of IPSAS and revisions to the Chart of Accounts in line with IPSAS adoption as outlined in the CSAP.
(iv) Activity 4: Pilot implementation: Assist at least seven (7) selected GGUs to manage the implementation of IPSAS through on the job training and application of the guidance instructions prepared above. Incorporate any revisions to the instructions based on lessons learned from these pilot sites. 
(v) Activity 5: Training and roll-out: Develop training materials and establish a knowledge management system based on the accounting instructions developed and lessons learned in the activities described above, including a Help Desk to assist other GGUs with rollout. Disseminate information to remaining General Government Units through seminars and workshops. Build capacity of CHU and Treasury to act as core IPSAS experts, execute financial control over IPSAS financial information, maintain the knowledge management system, and execute the Help Desk function. Inform stakeholders, including within MoFE, about the changes in the financial reporting and introduction of the accrual reporting and IPSAS. 
2. Objective of the assignment
The overall objective of this Terms of Reference is to deliver technical assistance to support the evaluation, preparation and implementation of International Public Sector Accounting Standards (IPSAS) across the Republic of Albania. The first phase of transition to accrual based IPSAS will focus on central government. 

3. Scope of Work and main tasks
The following indicative activities will form part of this contract: 

3.1. Comparative Assessment of IPSAS
This will include the following, non-exhaustive, list of activities:
(a) Update the IPSAS gap analysis prepared by World Bank in 2017. Assess any changes in the current accounting practices applicable for each of the IPSAS;
(b) Prepare a report estimating the quantitative impact from implementation of each IPSAS individually (when is possible with the existing data) in the main elements of financial statements and an estimation of impact in the financial statements figures as a whole.
3.2. Business Process Review and Revision
This will include the following, non-exhaustive, list of activities:

(a) The consultant will analyse as-is institutional arrangements and business processes for accounting reporting and related areas and propose revisions through a process design in line with good international practices and plan for IPSAS adoption as described in the CSAP. The key business processes will include, but not be limited to, all significant classes of transactions.  This will include documentation of the current institutional arrangements and processes and proposed recommendations for revisions to the institutional arrangements and the business processes needed to implement IPSAS on an accrual basis. The documentation will also record the IT systems used and any needed system changes or requirements;  
(b) Obtain an understanding of AGFIS functionality and assess whether the current functionality will accommodate IPSAS application in the financial statement, providing recommendations for adjustments, including introduction or activation of new accounts and modules;
(c) Review the chart of account and propose adjustments to comply with IPSAS requirements;

(d) Review accounting and financial reporting functional responsibilities of CHU’s, define the required structure, job description and workplan, develop an institutional transition plan over the mid-term;
(e) Review accounting and financial reporting functional responsibilities within the Treasury Department in conjunction with A above, define the required structure, job descriptions, and workplan, develop an institutional transition plan over the midterm; 
(f) Prepare an analysis of the impact that IPSAS implementation may have on the budgeting process, any adjustment/s to be done in the processes and procedures as well as in the template documents for budgeting purposes.
(g) Develop state and government financial reporting requirements, including requirements for separate financial statements, scope of consolidation, and form and content of general-purpose financial statements.

(h) Develop appropriate methodology for accounting estimates in consultation with the CHU and Treasury;  

(i) Develop comprehensive instructions for organization of the accounting and financial reporting of the state, government and entities to enable practitioners to prepare financial reporting based on IPSAS and to enable practitioners to effectively use the AFMIS system to deliver the required IPSAS information accurately and on a timely basis;
(j) Develop comprehensive instructions to establish the opening IPSAS balance sheet for the selected IPSAS as of January 1, 2021;
(k) Develop transitory provisions for the adoption of the guidelines based on the agreed phased approach. 

(l) Validate the instructions, accounting policies and procedures and ensure the outcomes deliver the necessary information to the appropriate quality and timeliness required for audit review. 
3.3. Legal framework

(a) Review the existing legal framework with respect to the primary and secondary legislation as well the by-laws which affects the public accounting and financial reporting and propose the necessary changes through drafting amendments or legislation. Harmonize the existing legislations in related areas such as PFM, budget, internal and external audit etc., with amended legislation in the accounting and financial reporting;  

(b) Draft amendments to legislation or new legislation as required, including accounting standards and chart of accounts. 
3.4. Pilot implementation 
A key factor to ensure the successful transition to full accrual accounting is to support capacity development at the level of the implementing agencies. GGUs and Treasury will need the skills to understand what is required and how this will be achieved. The following, non-exhaustive, list of activities are expected to be delivered by the consultant:
(a) Financial accounting and reporting capacity building: Support the roll out of new standards and instructions in at least seven (7) GGUs; provide guidance, training and on-the-job support for designated staff in the GGUs and Treasury responsible for processing transactions, preparing the financial reporting and consolidation.
(b) Incorporate any revisions to the instructions based on lessons learned from these pilot sites.

3.5. Training and roll-out
(a) Develop a training program on the revised business processes and accounting instructions and train a predetermined cadre of 25 trainers.
  The training materials will include presentations, case studies, exercises, solutions, end of the course assessment and solutions, and teaching guides. The training materials will be delivered to MOFE;
(b) Establish Knowledge Management and Help Desk functions which will be maintained by CHU and Treasury, including development of functional specifications and recommended platforms required to facilitate these activities;

(c) Training of CHU, Treasury and the GGUs staff: Develop immersion events with practical examples based on local context/ pilot exercise covering specific implementation issues; Target group will be the staff assigned with recording, classifying, summarizing and interpreting the financial transactions of the government. 
(d) Provide guidance, coaching and training for designated staff in CHU and Treasury with respect to leading the IPSAS reform, monitoring financial information prepared by GGUs, executing financial control over IPSAS information, and preparing the financial reporting and consolidation;
(e) Inform stakeholders in MOFE and others about the changes in the financial reporting and introduction of the accrual reporting and IPSAS.  Highlights the impacts of implementation of accrual accounting for the effected functions in budgeting, debt reporting, tax collection, etc. 
(f) Organization of a national event to introduce the changes in the accounting and financial reporting of public sector, the benefits and the implementation challenges.
(g) Dry run: Complete a dry run exercise for the selected IPSAS as identified in the CSAP to ensure all the processes/ procedures are in place to deliver the required information and the instructions are comprehensive and unambiguous. The consultant will test each area to ensure it is fit for purpose and ready for the final stage which is sign off of the accounting policy and the associated instructions. The dry run will be completed for the year ending December 31, 2021.
(h) Support the revision and roll-out of applicable budgetary regulations and compliance. 

4. Reporting and Deliverables
4.1. Planning Phase

The consultant will prepare an inception report, which will contain a comprehensive work plan, following a preliminary assignment analysis, covering all tasks, including but not limited to, a full description of work to be performed and methodology followed, lists of documents to be reviewed, persons/institutions to be interviewed, timetables of deliverables including visits and training/awareness events. The inception report will have to be agreed with beneficiaries. The inception report must be submitted within 30 days after the signing of the contract.

4.2. Implementation Phase:
The consultant will provide monthly updates on progress against the plan. The consultant is expected to produce the following deliverables:
	
	Deliverables:- 
	Delivery date

	3.1
	Comparative Assessment of IPSAS
	

	3.1.1
	Inception report
	1 month after contract signature

	3.1.2
	The gap analysis prepared by World Bank during 2017 updated with the current accounting applicable for each of the IPSAS 


	2 months after contract signature

	3.1.3
	Report estimating the quantitative impact from implementation of each IPSAS individually (when is possible with the existing data) delivered


	2 months after contract signature

	3.2
	Business Process Review and Revision
	

	3.2.1
	The institutional arrangement and business processes report for accounting and reporting and related areas and proposal in line with good international practices and plan for IPSAS adoption as described in the CSAP delivered. 

	3 months after contract signature

	3.2.2
	Assessment report on AGFIS functionality providing recommendations for adjustments, including introduction or activation of new accounts and modules;
	3 months after contract signature

	3.2.3
	Draft chart of account in compliance with IPSAS requirements delivered;

	4 months after contract signature

	3.2.4
	CHU accounting and financial reporting responsibilities, structure, job descriptions, workplan, transition plan.
	4 months after contract signature

	3.2.5
	Treasury Department accounting and financial reporting responsibilities, structure, job descriptions, workplan, transition plan.
	4 months after contract signature

	3.2.6
	The impact assessment report of the impact that IPSAS implementation on the budgeting process delivered
	4 months after contract signature

	3.2.7
	State and government financial reporting requirements.
	5 months after contract signature

	3.2.8
	The methodology for accounting estimates developed.
	5 months after contract signature

	3.2.9
	The comprehensive accounting and financial reporting instructions based on IPSAS delivered
	5 months after contract signature

	3.2.10
	The instructions to establish the opening IPSAS balance sheet for the selected IPSAS as of January 1, 2021delivered

	5 months after contract signature

	3.2.10
	Implementation/transitory provisions for the adoption of the guidelines.
	5 months after contract signature

	3.2.11
	1 day workshop with a selected group auditors (15-20 persons) to validate the instructions, accounting policies and procedures and ensure the outcomes deliver the necessary information to the appropriate quality and timeliness required for audit review. 

	6 months after contract signature

	3.3
	Legal framework


	

	3.3.1
	Assessment report of the existing legal framework with respect to the primary and secondary legislation as well the by-laws which affects the public accounting and financial reporting.
	4 months after contract signature

	3.3.2
	Draft amendments to legislation or new legislation as required, including chart of accounts 
	6 months after contract signature

	3.4
	Pilot implementation 

	

	3.4.1
	Support the roll out of the new standards and instructions in 7 GGUs.
	During months 6 to 12

	3.4.1
	The consolidated financial statements based on the new accounting instructions prepared at least seven (7) GGUs with direct support of consultant.
	12 months after contract signature

	3.4.2
	The revised accounting instructions based on lessons learned from these pilot sites delivered.

	14 months after contract signature

	3.5
	Training and roll-out 
	

	3.5.1
	Training materials on the revised business processes and instructions delivered.
	7 months after contract signature

	3.5.2
	2 days training for the predetermined cadre of 25 trainers.
  
	8 months after contract signature

	3.5.3
	A manual that support the Help Desk operations, as well the respective procedures for its administration delivered to CHU and Treasury. The scheme for Knowledge Management containing and needs assessment methodology as well the processes and procedures to address the needs delivered.
	9 months after contract signature

	3.5.4
	The functional specifications and recommended platforms required to facilitate help Desk and Knowledge management delivered.
	9 months after contract signature

	3.5.5
	3 days capacity building with CHU, Treasury and the GGU staff in form of the immersion events for at least 30 persons. 
At least 10 practical examples based on local context / pilot exercise covering specific implementation issues will be delivered in this activity.
	15 months after contract signature

	3.5.6
	The guidelines for monitoring financial information prepared by GGUs, executing financial control over IPSAS information, and preparing the financial reporting and consolidation delivered to CHU and Treasury designated staff. 
	10 months after contract signature

	3.5.7
	1 day training for CHU and Treasury designated staff on the guidelines as in the deliverable 3.5.6 delivered. (25 persons)
	11 months after contract signature

	3.5.8
	Complete a dry run exercise for the selected IPSAS as identified in the CSAP to ensure all the processes/ procedures are in place to deliver the required information and the instructions are comprehensive and unambiguous
	13 months after contract signature

	3.5.9
	1 day workshop to inform the reform stakeholders (in MOFE and other institutions) about the changes in the financial reporting and introduction of the accrual reporting and IPSAS.   (20 persons)
	16 months after contract signature

	3.5.10
	Organization of a national event to introduce the changes in the accounting and financial reporting of public sector, the benefits and the implementation challenges for 100 persons
	16 months after contract signature


Note

· The delivery dates in the deliverable table above are tentative. The definitive dates for the activities and deliverable will be established by consultants in cooperation with stakeholder institutions and will be reflected in the working plan and the inception report.
· The training language will be in English but the consultants have to provide translation / interpretation assistance for trainees during the training when the stakeholders from other institutions will be part of the training.

· The consultants have to cover the translation of the documents needed for the assessment of the current situation.

· All the project documents and deliverables will be delivered both in Albanian and English language.

5. Terms
The assignment is expected to start in September 2020 and to be finished in December 2021. The activities described in these TORs are expected to be completed within a period of 16 months, following the signing of the consultancy contract. Specifically, the consultant is expected to perform the activities within the deadlines described in the “Deliverables” section.
The expected level of effort for this assignment is respectively for the core team is a maximum of 435 man-days spread during the implementation period. The Consultant will arrange/ appoint for this assignment a project team comprised by at least 3 (three) international consultants with the relevant experience and expertise. 

The Consultant’s experts are not required to be located all the time in Albania, though it is expected that the core members of the project team of the consultant will visit the country as necessary, with at least 100 working days spent in the country during the implementation period. The timing and frequency of visits will be agreed beforehand with PIT. The structure responsible for the accounting methodology and regulation in the public sector within Central Harmonization Unit in the Ministry of Finance and Economy will be informed regarding these visits.

6. Institutional and organizational arrangements

The Consultant will report to the MoFE through the Project Implementation Team (PIT) and the structure responsible for the accounting methodology and regulation in the public sector within Central Harmonization Unit. During all implementation time, the consultant will maintain frequent communication with the local coordinator and representatives of all parties concerned of the project.
For administrative matters the consultant will communicate as necessary with CDFC, responsible for carrying out the fiduciary aspects of the project implementation (Procurement, Contract and Financial Management).
The beneficiaries will provide the consultant with facilities, office space, and communication means, as necessary for the performance of the consultancy assignment. The other facilities to cover the training activities are described in the relevant sections. 

7. Qualifications
The International Consultancy firm/Consortium  (the “Consultant”) retained for the project shall have the following expertise and experience:
(a) At least 10 years of experience in providing similar services in similar projects. 

(b) Core experience in the public accounting and financial management;
(c) Demonstrated strong experience and knowledge of the accrual IPSAS based public sector accounting and their implementation;
(d) Previous experience in working in international environment. 
The assignment will require the services of a pool of experts with significant technical competence in accrual accounting implementation and capacity development as part of wider public financial management reform experience. The Consultant should arrange a project team comprised of at least 3 (three) international expert(s). The firm may employ also local expert(s) to facilitate the delivery of activities and project management.
Team Leader - International key expert who will be assigned as team leader of the project needs to demonstrate these minimum requirements: 
(a) Internationally recognized CPA/CA or equivalent;
(b) An advanced degree in Public Management, Accounting and Finance, and Public Policy or equivalent;
(c) A minimum of 15 years of professional experience;
(d) A minimum of 10 years’ practical experience in the implementation of accrual accounting reforms within Government;
(e) Previous experience in drafting laws and bylaws, procedures, guidelines, standards for central and local government preferably in the area of public finance management, public sector accounting;
(f) Experience in a supervisory or managerial capacity on similar assignments;
(g) Experience in the development and delivery of training / capacity building.

(h) Experience in implementation support for other World Bank or donor programs is an asset;
(i) Strong English language communication and writing skills, track-record as a team player.

Key expert 1: Accountant. The expert needs to demonstrate these minimum requirements: 

(a) Internationally recognized CPA/CA or equivalent;
(b) An advanced degree in Public Management, Accounting and Finance, and Public Policy or equivalent;
(c) A minimum of 10 years of professional experience;
(d) A minimum of 7 years’ practical experience in the implementation of accrual accounting reforms within Government;
(e) Previous experience in drafting laws and bylaws, procedures, guidelines, standards for central and local government preferably in the area of public finance management, public sector accounting;
(f) Experience in the development and delivery of training / capacity building;
(g) Experience in implementation support for other World Bank or donor programs is an asset.

(h) Strong English language communication and writing skills, track-record as a team player.

Key Expert 2: Business Analyst. The expert needs to demonstrate these minimum requirements:
a) MSc/MBA in Public Management, Accounting and Finance, and Public Policy or equivalent;
b) At least 10 years' professional experience in business process and ICT systems evaluation and improvement;
c) At least 5 workshops delivered on business process reengineering in the last 5 years in a central government or municipal context; 
d) At least 5 years' working experience in public finance management environment.

e) Recent experience in the implementation of IPSAS is preferred.

Other experts

The Consultant may assign other experts as required according to the profiles identified in the organization & methodology and these Terms of Reference. It must clearly indicate the experts’ profile so that the applicable daily fee rate in the budget breakdown is clear. All experts must be independent and free from conflicts of interest in the responsibilities they take on. 

The Consultant may make changes in the proposed team composition as they see it would better fit or it may be in the interest of an enhanced project implementation performance, only with MoFE prior approval.
The Consultant should indicate the level of efforts (in terms of days or months) for each personnel profile/category they suggest to engage of the successfully implementation of the assignment and deliver the above said outputs/deliverables as well as their respective fee rates. 

The proposal should provide a working procedure and method among the team members, indicating which ones will ensure an operational management role in the various phases of the assignment, and which ones will act as “resource-persons” providing their qualitative contribution to the specific technical issues as they may emerge during the project implementation.

8. Restrictions

In addition to the standard conflict of interest restrictions specified in the consulting contract, all materials created under this Contract will remain the sole property of the Ministry of Finance and Economy. Re-use of the materials will require the formal, written approval.
The Consultant shall have no material interest in any of the outputs of this assignment.
On the commencement of the assignment, the Consultant will jointly prepare with the Ministry of Finance and Economy a statement of confidentiality that will bind the Consultant to non-disclosure of any sensitive information that he/she may become knowledgeable of in the course of the assignment. 
The terms of this agreement shall be made consistent with the relevant privacy laws of the Republic of Albania.

9. Selection 

The service will be selected under the provisions of the World Bank Procurement Regulations for IPF Borrowers “Procurement in Investment Project Financing Goods, Works, Non-Consulting and Consulting Services (July 2016, Revised November 2017), based on the method of Quality and Cost Based Selection Method, Lump - Sum Contract. The Bank requires that firms or individuals involved in Bank IPF procurement shall not have conflict of interest.

� Albania is a participant county in the PULSAR program, a regional and country-level program targeting the Western Balkans and the EU Eastern Partnership countries to support the development of public sector accounting and financial reporting frameworks in line with international standards and good practice. 


� The CHU is composed by two directorates: a) Harmonization Directorate for Internal Audit (CHU/IA) and b) Harmonization Directorate for Financial Management, Control and Accounting (CHU/FMCA).


� Actually 15 BI’s have direct access into AGFIS performing the budget execution and financial reporting process.


� According to ESA2010, the general government sector is composed of central government, local government and social security funds.


� A pre-determined cadre of 25 trainers will be determined as an activity under the terms of reference for capacity building assistance.


� A pre-determined cadre of 25 trainers will be determined as an activity under the terms of reference for capacity building assistance.
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