
Ministry of Finance  
STRENGTHENING QUALITY OF AUDITING AND REPORTING PROJECT - ALBANIA

Terms of Reference 
“Research on improving the transparency of the Financial Statements based on IFRS”, Ref. No. SQARP-AL-CQS-1.3
1. Background

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). 

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. 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 (MoF).

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 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 objective for this specific assignment is to enhance approximation with EU norms and application of international standards for corporate financial reporting in Albania. The program particularly focuses on transparent policy environment and effective institutional framework for corporate reporting. This assignment is a continuation of the improvement implemented from the EQ FINREP in the system of National Busines Centre for filing and publication of the financial statements. 
This activity should support the achievement of the following SQARP’s indicator: “Feasibility study regarding XBRL as a new platform for financial statements prepared”.
2. Objectives and Outcome 

The Ministry of Finance (MoF) is looking to hire a consulting company (herein the Consultant) to conduct a feasibility study about potential introduction of a single reporting standard for companies in Albania - eXtensible Business Reporting Language (XBRL). Feasibility Study will analyze the existing landscape of reporting options systems and support in Albania, offer inputs for financial and organizational planning, assess benefits and costs, and provide basis for decision-making on the potential standard implementation in Albania, including necessary collaboration with stakeholders. Details of the terms of reference are discussed below. The Consultant will advise the Ministry of Finance and all related stakeholders on the assessment progress, preliminary findings, consultations, and formulation of the final conclusions.
3. Background Information 

As part of SQARP project, the MoF is initiating this study to analyze feasibility and assess options for introducing a single reporting standard for companies in Albania. The study will support The MoF in regulation of the financial reporting environment and transparency, in raising the business transparency and supporting the development of capital market, increase financial sector efficiency, improve the investment climate and corporate governance practice, while at the same time aligning the regulations of accounting and reporting with the EU directives and international best practices. 

The direct beneficiary of this activity is MoF. The final feasibility report will be shared with key stakeholders, including the Ministry of Economy, Culture & Innovation, and NBC.
The study results will be used to evaluate the feasibility of iXBRL standard adoption, and design of the tailored project and/ or donor application to fund its implementation (in case the study concludes it is feasible and cost effective). 

4. Scope of Work

The selected consultant will assess possible implementation options and specific technical aspects of implementing iXBRL as a digital standard for reporting in Albania, based on the international good practices. It will encompass several stages, including:
i) overview of stakeholders relevant for the implementation of iXBRL as reporting standard in Albania; 
ii) presentation of advantages of iXBRL implementation, determination of benefits of introducing a unified reporting format for different stakeholder groups; 
iii) overview of current status, maturity and usage of the iXBRL standard for financial management and audit reporting purposes to enable Ministry of Finance to assess the applicability and gather key considerations for the iXBRL implementation for reporting by companies in Albania; 
iv) analysis of the iXBRL standard in terms of alignment with the national legislation and current reporting practices in Albania (i.e., the Law on Accounting, law in Audit) and in consideration of the EU-wide context (Transparency Directive, ESEF Regulatory Technical Standards, upcoming IFRS Sustainability Disclosure Standards); 
v) analysis of the type of companies to apply the iXBRL reporting standard, as it applies to the Albanian legislation (i.e., public interest entities or any other categories of entities);
vi) assessment of implementation costs of the iXBRL standard. 
The study will include a roadmap that will take into account a comprehensive perspective on all stakeholders as well as the financial costs of implementation, timeline of adoption and the need for good understanding of reporting requirements by the market participants and supervisory authorities.

The Consultant shall work in close collaboration and have regular communication with the Ministry of Finance.  
5. Deliverables, Timetable 

. The deliverables and their expected completion times are indicated below:

	Deliverables/outputs 


	Indicative Timing

	
	

	Presentation on preliminary observations to further guide the Study based on information gathered during kick-off workshop 


	1 (one) month after contract’s signature


	1 day workshop

	2(two) months after contract’s signature



	The final feasibility study report:

underlying cost-benefit data assessed.
	4(four) months after contract’s signature




6. Terms

The Consultant shall be expected to begin within June, 2024. The activities described in these TORs are expected to be completed within a period of 4 months following the contract signing. 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 60 days spread during the implementation period.
7. Institutional and organizational arrangements
The Consultant will report to the responsible unit in the Ministry of Finance. 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. 

8. Qualifications 
The consulting firm shall meet the following qualifications:

(a) At least 10 years of core experience with programing software and developing IT systems;

(b) At least 5 years of demonstrated experience with development, solutions and implementation of IT services in the area of financial reporting and IFRS and other regulatory reporting;

(c) Availability of qualified staff to complete the assignment within 4 (four) months.

The Consultancy company should arrange at a minimum of 1 (one) key expert as deemed necessary to implement contract activities.

The key expert needs to demonstrate these minimum qualification requirements:
· At least 7 years of demonstrated experience in IT solutions in the area of financial reporting and IFRS and other regulatory reporting;

· Knowledge of the financial reporting EU reporting requirements;
· Demonstrated knowledge of the IFRSs;
· Strong analytical and writing skills to analyze the current legislative environment, stakeholders’ perspective and produce the feasibility study;

· Language skills: Albanian and English.
9.   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. 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 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.

10.  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, August 2018, November 2020), based on the method Open National Selection of Consulting firms (CQS), 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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