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Terms of Reference 
for 
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1. Background
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Over the past two decades, Albania has experienced rapid growth while mitigating macro-financial vulnerabilities that emerged after the Euro-area crisis. 
Despite recent reforms in the business regulatory framework, Albania still has further progress to make to modernize and improve its business environment and to ensure a proper enforcement of the improved regulatory framework. The Government of Albania (GOA) has taken some measures to improve the overall business climate in the country by streamlining business procedures through e-government reforms and by undertaking comprehensive structural reforms to both improve relevant legislation in a variety of sectors and lower the fiscal burden on companies. In addition, the GOA aims to strengthen the quality of and increase confidence in corporate financial reporting, as well as to ensure the reliability of financial information provided by corporate entities, including state-owned enterprises (SOEs). 
The 2019 WB Accounting and Auditing Report on Observance of Standards and Codes (A&A ROSC) update confirmed that Albania has made satisfactory progress in improving corporate financial reporting; however, it noted that further efforts are needed. The 2019 A&A ROSC Update noted that GOA should continue to work to close the gaps and converge its corporate financial reporting statutory framework closer with the EU’s acquis communautaire relating to company law, financial reporting, auditing, financial market, and financial institutions. Based on the 2019 A&A ROSC recommendations[footnoteRef:1] the Country strategy and Action plan (CAP) was revised in 2020 to include an extended reform agenda until 2023, setting out an updated strategy and action plan with a clear program of further reforms to enhance Albania’s legal framework in line with EU acquis, institutions, accounting and audit profession, and the CFR in general.  [1: ] 

Reform implementation in Albania is bringing important transformations throughout the CFR ecosystem, to the benefit of economic growth, financial stability, and taxation. 
While previous two projects, namely the Corporate Financial Reporting Enhancement Project (CFREP) and Enhancing the Quality of Financial Reporting Project (EQ FINREP) covered a lot of ground and secured important results, prominent issues and priorities remain to be tackled and reforms initiated need to be advanced further to achieve and sustain results more fully. In order to address these issues and priorities the updated CAP explores several areas of attention:
While Albania has made good progress in developing the statutory framework for corporate financial reporting in recent years with amendment of the Audit Law in 2016 and enactment of the new Accounting Law in 2018, the GOA intends to continue to work to close the gap and fully converge its corporate financial reporting statutory framework with the EU legislation; this is generally a moving target as EU legislation is being permanently modernized, the priority of the Government is to be able to comply with the legislation in substance by the time of negotiations with the EU. The Strengthening Quality of Auditing and Reporting Project (SQARP) will continue to assist the Government in the legislation convergence and build sustainable capacity for this process to continue when needed after the project completion. 
New developments in the Albanian economy have highlighted the need to develop accounting guidelines and training addressing the requirements of specific industries, including SOEs and financial sector entities.
The National Accounting Council has established a technical capacity in producing financial reporting standards but does not retain capacity for researching market developments, monitoring the quality of application of required financial reporting standards and identifying existing gaps in financial reporting standards and in the capacity of the accounting profession to comply with them. 
The SQARP will provide a necessary underpinning for the continued reform and will contribute to better enforcement of corporate financial reporting in Albania. It follows up on the CFREP and  EQFINREP (phase I and phase II) by building on and reinforcing previous reform work, support the implementation of improved laws and bylaws and other priority reforms reflected in the updated CAP. Project development objective of CFREP was to create a transparent policy environment and effective institutional framework for corporate financial reporting in line with best international practices, aligned with EU acquis communautaire, while EQFINREP focused on improving the capacity of relevant national institutions to teach, support, regulate, enforce and disseminate high-quality corporate financial reporting in Albania in line with the relevant parts of the EU acquis communautaire and good international practice; contributed to strengthen human and institutional capacity of universities, accountancy and audit professional organizations, tax and supervisory authorities, and the commercial register. 

The SQARP is financed under a Swiss State Secretariat for Economic Affairs (SECO) grant, administered by the Bank, and executed by the Ministry of Finance and Economy (MoFE).

The responsibility for the implementation of recipient executed activities are with key stakeholders, project coordination and day-to-day project management with the MoFE, while the NSC will have an overall oversight role. The Deputy Minister of Finance and Economy, in her capacity as responsible for financial reporting reforms in Albania and Chair of the NSC, will be accountable for progress in project implementation.

Fiduciary aspects of the trust fund management, including procurement and financial management, are handled by the General Directorate of Financing and Contracting (GDFC) at the MoFE.

The project includes the provision of both technical and financial resources to strengthen the reform implementation capacity of the reform implementation group, specifically a local project coordinator and an international strategic consultant.

2. Objectives of the assignment
These Terms of Reference cover part of the Component 1 of the project which aims to improve the capacity of National Accounting Council to monitor the implementation of accounting standards, to improve the standard setting capapcities and to develop and implement a risk based Financial Statements monitoring methodology. Additionally, this technical assistance (TA) will support the Financial Supervisory Authority (FSA) to increase the staff knowledge in the relevant International Financial Reporting Standards (IFRS) with focus on IFRS 17 “Insurance Contracts”
Under this component support will be provided to various stakeholders in increasing their knowledge, know-how and capability in the above areas.
Stakeholders for this component include NAC, FSA and the Ministry of Finance and Economy.
The MoFE, which chairs the Reform Implementation Group (RIG), is seeking on behalf of NAC and FSA, an international consultancy firm (hereafter referred to as the Consultant) that has the necessary capabilities to achieve the objectives of the proposed activities. 
This activity should support the achievement of the following SQARP’s indicator: “NAC staff performs risk-based monitoring of the financial statements following international standards and practices and applying e-tools”, in particular:
1.1. Risk based methodology, including online tool to review IFRS financial statements and specialized structure developed for monitoring financial statements for NAC
1.2.	Strengthened capacities at NAC (on site) on objectives, methodologies and research
1.3.	Strengthened knowledge exchange channels with other standard setting bodies (at least 1(one) one exchange visits organized)
1.5.	Strengthened capacities at AFSA for IFRS and financial reporting requirements enforcement, including use of e-tools (at least 10 supervision staff from both institutions trained)

3 [bookmark: _Toc305707157]Scope of work
The Consultant will provide technical assistance to support NAC in several areas. Firstly, the Consultant will support NAC to develop and apply a risk-based financial statements monitoring methodology, considering the feasibility of using online tools to review IFRS financial statements. This methodology will potentially be expanded to other regulators, such as FSA and Bank of Albania (BoA).
Secondly, the Consultant will provide technical assistance to support NAC in establishing a specialized structure within the institution for researching and monitoring. This will include providing capacity building (on-site) of staff in the NAC on objectives, methodologies, and research policies, as well as knowledge exchange activities.
Thirdly, the Consultant will support knowledge transfer to NAC from other standard-setting organizations. 
Additionally, The Consultant will provide support for AFSA to increase staff knowledge in the relevant International Financial Reporting Standards (IFRS), with a focus on IFRS 17 “Insurance contracts, and to review financial statements.
The Consultant will complete the following activities:

3.1 [bookmark: _Hlk118110406][bookmark: _Hlk139655616]Support to NAC to develop and implement a risk based Financial Statements monitoring methodology.
3.1.1 The Consultant will prepare a research methodology to help NAC to monitor the relevance, clarity and understanding, completeness, applicability of accounting standards that are part of the accounting framework in Albania. This will include the National Accounting Standards and International Financial Reporting Standards. The information from the research shall be used to support NAC in initiation projects for standards improvements or release of interpretations or additional guidelines.
The methodology should provide:
· A set of specific objectives to assess the applicability of the existing standards, the identification of the gaps or ambiguities of the accounting framework, the impact assessment in the improvement of quality of the financial reporting etc.  
· Guidelines how the sample will be selected from firms that operate in the market, taking care that a stratified selection to be considered in order to capture data from the different sets of standards and also from the different industries. A risk assessment analysis that considers the different factors of risks as the complexity of standards, the market capitalization of different industries, the size and classification of the firms, the fact if the financial statements are or not audited etc., should be part of the methodology and precede the sample selection process.
· Identification of data sources, the type of data to be used for each research objective, focusing in the written and non-written primary data sources on the topics under investigation as annual reports, interview transcripts, field notes from focus groups, diaries, journals and memoirs, newspapers (written at the time of the event), audio and video recordings etc.
·  The methodology should design the appropriate tools for data collection and to prepare the templates and questionnaires tailored for different set of standards or for different industries.

3.1.2 The Consultant will support NAC to prepare a methodology for the review of the financial statements of the firms with aim to get direct information for the accuracy and completeness the accounting standards are being applied. The main outcomes of the review of the financial statements are to identify areas of accounting or specific accounting standards fully or in part where further guidance is needed from NAC or the issues are to be addressed as a capacity building needs to professional accounting organizations.
To complete this activity, the Consultant should support NAC as follow:
· Prepare a risk-based methodology for identification of the firms, whose financial statements will be selected for review; The information collected from the monitoring process organized as in point 3.1.1 will serve as basis for identification of the firms.
· Adapt a methodology for review of the financial statements with focus to assist the National Accounting Council to carry out its objectives as a standard setter and to make informed decisions in starting new projects for updating or adopting standards.
· Identifies a set of review procedures that fit most with the above mention objectives avoiding the unnecessary procedures that serve the purpose of providing limited assurance for the quality of financial statements. Provide guidelines for following procedures in the high risk areas as: 
· Inquiry about the procedures for recording accounting transactions with focus on the situations where the professional judgment is required; 
· Investigation of the unusual or complex situations that may impact reported results;
· Investigation of the significant transactions occurring near the end of the accounting period;
· Follow up on questions that arose during previous reviews;
· Inquiry about material events that occurred after the date of the financial statements;
· Investigation of the significant journal entries
· Read the financial statements to see if they appear to conform with the applicable financial reporting framework;

Provide guideline for the review steps that can be undertaken for specific areas as the calculation of the allowance for doubtful accounts, the determination of the cost of inventory, the determination of the fair values, the criteria for expenditure capitalization, the recognition of intangible asset and calculation of amortization and impairment, the debt disclosures and classification, the contingencies, the revenue and expenses recognition, the disclosure of the revenues from discontinued operation, etc.
· Prepare an action plan for implementation of the methodology for quality review of the financial statements and propose different alternatives to carry out this task. With this regard, the Consultant will assess the feasibility of the implementation of online review of the financial statements, will identifies the procedures that can be carried out offsite and establish the operational processes to complete the task.

3.1.3 The Consultant will review the structure of National Accounting Council and its business processes to understand whether the organization can fulfill the research on the accounting framework and review of financial statement within the existing structures and capacities. The Consultant will propose the modification of the structure based on the new functions of research and review of financial statement and allocation of necessary resources. This should allow creation of a communication model between NAC and education organizations, which enables quick updates of accounting curricula to respond to market needs and triggers training programs for accountants.
3.1.4 To increase the capacities of the NAC for carrying out the new functions, the Consultant will organize training on the methodologies of research and financial review for financial statements for the staff designated for research and review of the financial statements. Workshops will be organized during the preparation of methodologies and also when the final output will be submitted.

3.1.5 The Consultant in collaboration with NAC will start implementation of the methodology for the research on the accounting framework and for the review of the financial statements after the methodology will be completed and the staff of NAC will be trained as in the point 3.1.4. Before starting the research, the consultant will agree with NAC about research objectives and about the specific topics, particular accounting standards or specific transactions. Based on the agreed decision, the consultant will prepare the questionnaires and will draw a sample for data collection. The consultant will support NAC to carry out all the research cycle processes. 

3.1.6 The consultant in collaboration with NAC will organize and lead the review of the financial statements for at least seven sets of financial statements. The consultant will be responsible for planning of the review and identifying the appropriate procedures to be applied in each case. Further on, the consultant will work closely with NAC to analyze findings and to prepare the review report for each case. 

3.1.7 Consultant will facilitate the organization of a study visit in a standard setter for members and staff of NAC (at least 7 participants) to take experience about the methodologies used on the projects initiated for standard setting purposes. The consultant will cover the cost of transportation (economy class only) and for subsistence and accommodation, at the level of applicable EU per diem rates. Standard setter to be visited will be identified in consultation with NAC).



3.2. [bookmark: _Toc305707159]Consultancy Services for AFSA on the introduction of IFRS 17 “Insurance contracts” and review of the financial statements

Insurance companies in Albania are legally required to use International Financial Reporting Standards (IFRS) for their accounting. In May 2017, the International Accounting Standards Board issued IFRS 17, which replaced IFRS 4 as of January 2023 in European Union. 

The objective of IFRS 17 is to improve financial reporting of insurance companies by providing more transparent, comparable information about: 
a) the effect of the insurance contracts on financial performance
b) the way by which insurers earn profits or incur losses, through underwriting services and investing insurance premiums.
c) the nature and extent of risks borne by insurers from insurance contracts.

IFRS 17 will materially change the presentation of insurance results in the income statements and balance sheets of Albanian insurers. As such, it impacts finance, actuarial and data systems, product design and distribution, as well as budgeting and forecasting methodologies used for business planning. It is also likely to impact the cash tax position and dividends, both on transition and going forward. 

IFRS 17 will impact the valuation of actuarial liabilities, revenue recognition and solvency calculation. At the same time as IFRS 17 is implemented, IFRS 9 “Financial instruments” will be implemented for insurers. In combination, IFRS 17 and IFRS 9 pose a significant change to the insurance accounting reporting framework and requires insurers to restructure their financial reporting practices and financial statements. In this context, insurance regulators require a wider knowledge of IFRS 17 along with IFRS 9 and interactions between them so that they can adequately supervise (re)insurance entities.

In this context, more complex training is needed to cover all the actuarial aspects of IFRS 17, implementation challenges and best solutions. It will be relevant to analysts, actuaries and finance professionals and will provide in-depth understanding of the building blocks approach (BBA), premium allocation approach (PAA) and variable fees approach (VFA) under IFRS 17. In addition, the complex trainings will tackle the impact on actuarial modelling, risk adjustment and deferral of up-front profits, calculation of risk adjustment reflecting management’s appetite for risk over the run-off of claims reserves, illiquidity of cash flows in discount rates, impact on various types of contracts, claims, reserves and insurance liabilities, drivers of income statement volatility,  common pitfalls to avoid, as well as enhanced processes and controls  for insurance contracts and related liabilities.

Given the fundamental changes and related complexities, considerable time is required to prepare the market for the IFRS 17 implementation. The preparation process should include (a) acquiring a good understanding of the IFRS 17 from insurance companies and the regulator and (b) the development of an implementation roadmap that will include important changes in insurers’ systems. 

While implementation of IFRS 17 by AFSA requires extended and complex capacity building activities, these TORs will cover selected training topics. Further activities will be covered through other technical assistance projects. The TORs also are expected to cover refreshing trainings for AFSA on review of IFRS statements submitted by supervised entities.

3.2.1. Capacity building on IFRS 17

The Consultant will provide AFSA with (a) working knowledge of the IFRS 17 provisions and (b) a good understanding of insurance sector challenges toward the standard implementation. The Consultant is expected to deliver a cycle of training that will tackle the major technical differences between the IFRS 4 which is currently applied in Albania and IFRS 17 and provide know-how on the evaluation of such differences through practical exercises, as outlined in table 1 below.


	[bookmark: _Ref131004520]Table 1: Areas covered by the training cycle
	Theory
	Case studies

	
	# hours
	# hours

	
	
	

	Introduction of IFRS 17
	2
	 

	General Measurement Model (GMM)
	5
	5

	· Best estimate of future cash flows
	1
	1

	· Discounting (including impact of changes in discount rates and specific types of life insurance contracts)
	1
	1

	· Risk adjustment
	1
	1

	· Contractual service margin (CSM)
	1
	1

	· Allowed simplifications for short-term contracts
	1
	1

	Presentation and disclosure of financial statements compared to IFRS 4
	2
	2

	· Level of Aggregation for Presentation and Measurement
	1
	1

	· Initial recognition (Calculation of CSM at initial recognition)
	0.5
	1

	· [footnoteRef:2]Onerous Contracts[footnoteRef:3] [2: ]  [3:  IFRS 17 defines a contract as onerous when the PAA liability for remaining coverage is not sufficient to meet the expected fulfillment cashflows – and must therefore be increased to the higher amount.] 

	0.5
	 

	Contract Boundary (cash flows should be included within the fulfilment cash flows, and hence the value of the CSM)
	1
	 

	OCI (Other Comprehensive Income) Option
	1
	 

	Premium Allocation Approach (PAA)
	2
	 

	· Eligibility
	1
	 

	· Allocation of revenue
	1
	 

	Variable Fee Approach (VFA) related to participating business 
	1
	1

	Reinsurance
	1
	1

	IT and data requirements behind IFRS 17
	2
	2

	Transition to IFRS 17 (modified retrospective approach vs. the fair value approach)
	2
	 

	IFRS 9, introduction and impact on insurance business accounting
	2
	1

	Interactions between IFRS 9 and IFRS 17, implications for insurance business
	2
	1

	Total
	23
	13



The above training cycle shall be designed to be from an accounting and actuarial perspective. The participants should have knowledge of the current accounting principles applied in the insurance sector in Albania with no need for advance preparation. As advised by AFSA, staff from Albanian insurance companies will be invited to participate in selected sessions of the training. 


3.2.2. Review of IFRS statements

The consultant will provide short refreshing training, 8-10 hours, to AFSA supervision staff on (i) checking the quality of the audited financial statements submitted by the supervised entities; and (ii) assessing of the external auditor report, including the assessment of issues in the management letter. 
The consultant will make use of guidelines already available at AFSA, prepared under the previous EQFINREP project, update if necessary, and provide simple electronic tools for supporting training and for use by AFSA supervision staff later on.

4 [bookmark: _Toc305707158]Reporting and Deliverables
The Consultant will carry out the work in 3 phases:
· A planning phase.
· An implementation phase.
· Final Phase.

Planning Phase
An inception report 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 work plan will have to be agreed with beneficiaries. The work plan needs to be submitted within 30 days after the signing of the contract. 
Implementation Phase:
The consultant is expected to produce the following deliverables:
	3.1
	Deliverables under activity 3.1: - Support to NAC to develop and implement a risk based Financial Statements monitoring methodology.

	Delivery date

	1 
	The risk-based financial statements monitoring methodology to support the research activities of the accounting framework by NAC.
	Within 3 months from contract signature 

	2
	Methodology of the review of the financial statements for research purposes, including implementation action plan  
	Within 6 months from contract signature 

	3
	Assessment report on the structure and capacities of the NAC to implement the proposed methodologies and the proposal for an improved structure of staff associated with a job description for the new positions or functions. 
	Within 7 months from contract signature 

	4
	Two 1-day workshops (or at least 16 hours) organized with NAC members and staff respectively on the draft research methodology and draft review of financial statement methodology and two 1-day workshops (or at least 16 hours) for the final versions of both methodologies.
	Within 7 months from contract signature 

	5
	Report on the findings of the pilot project on the research methodology
	Within 14 months from contract signature 

	6
	Review reports for at least 7 (seven) sets of financial statements
	Within 16 months from contract signature 

	7
	Organization of an exchange visit in a standard setter body (for 7 persons *4 days)
	Within 18 months from contract signature 

	3.2
	Deliverables under activity 3.2: - Consultancy Services for AFSA on the introduction of IFRS 17 and review of the financial statements

	

	1
	36 hours of on the classroom training on IFRS 17 for AFSA staff (at least 10 participants)

	Within 5 months from contract signature 

	2
	8-10 hours of training in the review of IFRS statements for AFSA staff (at least XX participants)

	Within 7 months from contract signature 



Reporting and deliverables documents provided by the consultant should be in both Albanian and English language. 
5 Terms
The assignment is expected to start in October 2023. The activities described in these TORs are expected to be completed within a period of 18 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 is a maximum of 150 man-days spread during the implementation period. Is desired that the International Consultancy company arrange for this assignment a project team comprised of international and local qualified staff. 
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 not less than 30 days during the implementation period. The timing and frequency of visits will be agreed beforehand with NAC and AFSA.

6 [bookmark: _Toc305707160][bookmark: _Toc250645858][bookmark: _Toc250646203][bookmark: _Toc252901258][bookmark: _Toc253412023][bookmark: _Toc257128408] Institutional and organizational arrangements

The Consultant will report to the NAC and to the responsible unit in the Ministry of Finance and Economy. During all implementation time the consultant will maintain frequent communication with the local coordinator and representatives of all parties involved. For administrative matters, the consultant will communicate as necessary with CFCU.
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 [bookmark: _Toc305707161]Qualifications
The International Consultancy firm/Consortium shall meet the following qualifications:
(a) At least 5 years of core experience in accounting and auditing;
(b) Previous demonstrated experience with implementation, capacity building, interpretation of the accounting and auditioning standards;
(c) At least 1 similar contract  in international projects in accounting and auditing field implemented during the last 5 years. 
(d) Have adequate team members to perform the activities under this assignment.

The International Consultancy company should arrange a project team comprised at a minimum of 2 (two) key experts and non-key experts as deemed necessary to implement contract activities.

The key expert 1(one) needs to demonstrate these minimum qualification requirements:
(a) MSc/MBA in Accounting, Public Management or Administration, Finance, and Public Policy or in other disciplines of economic sciences or CPA/CA; A PhD title would be considered an asset.
(b) At least 10 years professional experience in corporate financial reporting in an EU Member States.
(c) At least 1 year professional experience in standards setting processes in corporate financial reporting area.
(d) At least 1 year experience with projects will be an asset. 
(e) Excellent communication and interpersonal skills to effectively work with NAC and AFSA staff. Ability to provide clear and concise explanations of complex financial concepts and methodologies.

The key expert 2(two) needs to demonstrate these minimum:
(a) MSc/MBA in Accounting, Public Management or Administration, Finance, and Public Policy or in other disciplines of economic sciences;  CPA/CA or equivalent title and PhD would be an asset;
(b) Must have at least 10 years of professional experience in accounting and auditing;
(c)  Demonstrated knowledge of IFRS ; 
(d)  Experience in training delivery in IFRS 17;
(e)  At least 1 experience with projects will be an asset. 
(f)  Excellent communication and interpersonal skills to effectively work with NAC and AFSA staff. Ability to provide clear and concise explanations of complex financial concepts and methodologies.

CVs of the staff will not be evaluated during the shortlisting phase, but only during negotiation with the first ranked consultant that will be invited to submit a proposal. 
The evaluation  criteria to be used for selecting the successful Consultant will be the following: 
(i) General Qualifications, including core business and years in business, (30 points);
(ii) Relevant experience, including previous experience in the field of assignment, (60 points);
(iii) Availability of qualified staff within the consulting firm (10 points).


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 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 nondisclosure of any sensitive information that he/she may become knowledgeable of during the assignment. 

The terms of this agreement shall be made consistent with the relevant privacy laws of the Republic of Albania.

9. Selection 

[bookmark: _GoBack]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, August 2018, November 2020), based on the method of Consultants Qualification Selection (CQS) Method, Lump - Sum Contract. The Bank requires that firms or individuals involved in Bank IPF procurement shall not have conflict of interest. 
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