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1. Logical framework matrix
1. BASIC INFORMATION
1.1 Programme:
ENPI 2012/023421 Framework Programme in support of the current and new agreements between the European Union and the Republic of Moldova
1.2 Twinning Number:
MD14/ENP/FI/17
1.3 Title:
Development and consolidation of the National Commission for Financial Markets' operational and institutional capacities in the field of prudential regulation and supervision.
1.4 Sector:
Non-banking financial market
1.5 Beneficiary country:
Republic of Moldova
2. OBJECTIVES
2.1 Overall Objective(s)

Development and implementation of the Risk Based Supervision System for the non-banking financial market participants, including capital market, insurance, pension funds and micro-finance based on the forecasting and evaluation of the risks and preventable consequences of some unfavourable events.

2.2 Project purpose

Development and maintenance of an appropriate and effective regulatory and supervisory framework in accordance with EU legislation and best practices to enable prudential regulation and supervision on the non-banking financial market.

2.3 Contribution to National Development Plan/Cooperation agreement/Association Agreement/Action Plan

The European Neighbourhood Policy (ENP) constitutes a significant step in the creation of a new relationship between the EU and its neighbouring countries. The EU-Moldova Action Plan is a political document laying out the strategic objectives of the cooperation between Moldova and the EU. Its implementation has helped in fulfilling the provisions laid down in the Partnership and Cooperation Agreement (PCA) as well as has encouraged and supported Government of Moldova (GoM) objective of further integration into European economic and social structures.

Implementation of the Action Plan has also advanced the approximation of Moldovan legislation, norms and standards to those of the European Union. In this context, it has build solid foundations for further economic integration, in light of future EU – Moldova agreements, based on the adoption and implementation of economic and trade-related rules and regulations with the potential to enhance trade, investment and growth.

The Neighbourhood Policy and the European Neighbourhood and Partnership Instrument enable to use long term expertise of public servants of EU Member States through the established mechanism of 'Twinning'. This possibility is expected to strengthen the public administrations in Moldova through provision of expertise coming from similar institutions within a member state as well as enhance the horizontal collaboration between Moldovan and EU Member States public institutions.
3. DESCRIPTION
3.1 Background and justification
According to the Article 32 (1) of the Partnership and Cooperation Agreement (PCA), relevant bodies of the Republic of Moldova “shall develop measures for prudential reasons, including for the protection of investors, depositors, policy holders or persons to whom a fiduciary duty is owed by a financial service supplier, or to ensure the integrity and stability of the financial system”. Similarly, Article 64 of the PCA mentions the necessity for developing relations between the Republic of Moldova and the Member States in the financial services sector. The foundation of a sound partnership with EU financial institutions and potential private investors is the trustworthy information regarding the activity, financial accuracy and general state of affairs of Moldovan financial institutions – the proposed risk based supervision system will ensure an effective regulator and supervisory framework that will be able to collect and asses such information.

The provisions of the EU-Moldova Action Plan – Article 2.4.2 “Financial services”– states that Moldova shall “produce an enhancement of the prudential regulatory framework for financial markets supervision” and “put into place and ensure effective implementation of independent supervisory authorities in accordance with internationally recognized standards.”

The provisions of Section VI ”Financial Services” of the draft DCFTA specify that ”Each Party may adopt or maintain measures for prudential reasons, such as:

· the protection of investors, depositors, policy-holders or persons to whom a fiduciary duty is owed by a financial service supplier;

· ensuring the integrity and stability of a Party`s financial system.

The provisions of the Law nr.35 from 03.03.2011 “For adoption of the Strategy for the development of the non-banking financial market for the years 2011-2014 and Action Plan for implementation of the Strategy for the non-banking financial market development for the years 2011-2014”. The Strategy sets out the priority of strengthening regulatory and supervisory regime through implementation of best EU practices. Progress of implementation will result in creating an effective mechanism to protect investors and beneficiaries of non-banking financial services and encourage non-banking financial market development in general.

The first step taken by NCFM was the drafting of the Guides for professional market participants, describing the approaches and methodology used for the risk based assessment of the supervision and control of the non-banking financial sector.

3.2 Linked activities 

(other international and national initiatives)

The proposed activity will build up on the accomplishment of the assignment of the Financial Sector Reform Project „Moldova Dutch TA-TF Financial Sector Reform“, managed by the World Bank, implemented in the period April 2009 – December 2011, which represents the main instrument for financing and supporting the activities included in the Strategy for the development of the non-banking financial market for the years 2011-2014. According to the Grant Implementation Agreement „Moldova Dutch TA-TF Financial Sector Reform“, signed on 31.03.2009, the technical assistance project included activities aimed towards the consolidation of the institutional capacities of the NCFM, setting up the modern legal and regulatory framework for the supervision and regulation of the non-banking financial market. During the project duration there were accomplished 36 tasks ranging from procurement of office equipment required for the functioning of the NCFM to the development of draft legislation and subordinated by-laws in the field of capital markets, insurance, microfinancing, pension funds, et alia.
3.3 Results
The implementation of the proposed project will result in NCFM achieving:

1. Strengthening operational and institutional capacities of NCFM; 

2. Capital Market and investment funds; 

3. Insurance companies; 

4. Savings and Credit associations and pension funds.

3.4 Activities
Proposed list of activities and estimates of man-days are indicative.
RESULT 1. Strengthening operational and institutional capacities of NCFM
Activity 1.1 Strengthening the capacities against market abuse, manipulations and insider transactions (Directive 2003/6/EC of the European Parliament and of the Council of 28 January 2003 on insider dealing and market manipulation (market abuse).
Development and promotion of guidelines for detecting and investigating cases of market abuse, manipulations and insider transactions on capital market and on stock exchange

Expert will assess the current situation on Moldova capital market and stock exchange, familiarise himself with its specific features (e.g. low volume, few orders, once-a-day settlement) and also cases of abuses and manipulations detected so far. He will recommend supervisory actions to be taken and methodology to be employed in the process, from detection to various forms of intervention and sanctions, based on the experience and practices applied in the EU partner country.

Recommendations and technical expertise will be also given for techniques employed in detection and investigation of related persons and insider transactions.

Inputs:

MS:  2 x STE x 10 w/d
Outputs:

Written guidelines of detecting and investigating cases of market abuse, manipulations and insider transactions on capital market and on stock exchange, based on practices and regulatory analogies in EU, recommendations for process improvement.
Activity 1.2 Review of onsite and offsite inspections methodology

NCFM supervises different areas of non-banking financial market (savings and credit associations, insurance, securities market etc). Also in practice, these areas of supervision are managed by respective NCFM executive board members. Currently, NCFM has a set of rules based on which on-site inspections are developed for the non-banking financial market participants.
 While all these areas have inherent differences and also inherently different characteristics that could to some extent affect the way in which on-site and off-site inspections are performed, it is feasible for the supervisory authority to have specialized methodology, process, documentation and work routines to be used for each sector of the market during an on-site and/or off-site inspection. The STE will assess the existing rules and will provide methodologies and principles as for how an on-site and off-site inspection is run, according to the experience and practices applied in the EU partner country, including process, scope, regularity, techniques employed. That means (list not exhaustive) selection of riskier entities, analysis of data provided to supervisor, meetings held for mission planning, written on-site inspection plan, routines of keeping, circulating and archiving documentation, conclusion reports, structure of on-site inspection act/protocol, its legal implications (quality of evidence recorded), follow-up activities and potential follow up supervisory actions (e.g. sanctions).

Inputs:

MS:  2 x STE x 15 w/d
Outputs:

- Review of existing on-site and off-site inspections rules used and documents for selected actual instances of on-site and off-site inspections. 
- Written methodologies and principles for running an on-site and off-site inspection according to the experience and practices applied in the EU partner country, including process, scope, regularity, techniques employed.

Activity 1.3 Support for Internal Audit (IA) and potential application of Public Internal Financial Control (PIFC) system
IA should be based on analysis of risks. In order to facilitate effective IA performance the risk based approach has to be implemented further also in core activities of NCFM, i.e. prudential supervision of relevant sectors of non-banking financial market.

There is a need to implement regular risk assessments within NCFM own operational functions, as well as quantifiable effect on the market, and possibility to measure achievement of established goals of NCFM (in its strategy and as established by legislation). NCFM also needs to put into place its own internal control systems that would subsequently be the object of regular IA review and assessment.

Inputs:

MS:  1 x STE x 10 w/d

Outputs:

- Written guidelines on identification, management and mitigation of risks related to NCFM operational activity and recommendations for improving the internal audit activity.
Activity 1.4 Support of Internal Audit on IT

As for NCFM operational risks, IA needs additional capacity building for evaluation and assessment of risks related to operational continuity (business continuity), specifically in IT area. Hence NCFM IA needs some technical advice and guidance on how to perform IT audits, what are the main considerations in the area, what checklists are to be used in the process, etc.

Inputs:

MS:  2 x STE x 10 w/d

Outputs:

- Written methodology and checklists for performing internal audit in IT area; execution, with assistance of STE, of actual internal audit in IT area and in assessment of operational continuity risks of NCFM.
Activity 1.5 Review and assessment of supervisory powers in the field of non-banking financial market

STE will review and assess practical sufficiency of existing legal supervisory powers of NCFM under the legislation and related secondary framework of non-banking financial market. (upon e.g. licence withdrawal, portfolio transfers, special administration), and sanctions for professional participants on non-banking financial market. Review should cover also existing legal limitations and restrictions on NCFM, (e.g. 30 day deadline in licensing process, 10 day deadline for additional licence processing, etc.), as well as for example the powers and functions of National Motor Bureau (it acts as licensing body of Green Card and MTPL policies). 

Review will also cover feasibility of some of the existing supervisory powers and obligations (e.g. each sales point of insurance requires a separate licence).

STE will provide written recommendations for improvements in above supervision processes. 

Inputs:

MS:  1 x STE x 15 w/d

Outputs:

-Assessment of powers, written recommendations 

-Report on adequacy of supervisory powers with comparison to those common in the EU and related to the experience and practices applied in the EU partner country.
Activity 1.6 Development of conceptual framework of Risk Based Supervision on non-banking financial market
The STE will assess the system of early warning indicators, stress-testing and risk based methodology for each sector of non-banking financial market and will develop written recommendations on activities and steps to be undertaken to create a common framework for risk based supervision approach on non-banking financial market in accordance with practices applied by EU partner.
Inputs:

MS:
2 x STE x 15 w/d


4 BC employees x 5 days

Outputs:

- Description of Risk Based Supervision framework applied in the EU partner authority, including: 
· quantitative approach (risk measurement, along with techniques and methodologies employed in the process (e.g. risk-matrices, early warning indicators, stress-testing and corresponding);
· qualitative approach, i.e. risk management best practices with characteristics specific to each of the non-banking sector.

-Written recommendations on activities and steps to be undertaken to create the necessary framework for risk based supervision approach on non-banking financial market in accordance with practices applied by EU partner.
- Study visit at the EU partner authority for 4 NCFM employees for the period of 5 days.  
RESULT 2. Capital Market and investment funds 
Activity 2.1 Review of secondary legislation on capital markets
Review should focus on analogous best practices in EU partner country and bring forward any deficiencies in regulatory principles (code of conduct, restrictions) or supervisory powers. Review should specifically take into consideration any specific characteristics of Moldovan capital market, e.g. existence of private registrars of securities, trading and settlement principles on Stock Exchange, current state of IFRS standards implementation, overall level of external auditors etc.
Therewith, the review of secondary legislation should be based on the compliance with the provisions of the following EU Directives: 

a) Directive 97/9/EC of the European Parliament and of the Council of 3 March 1997 on investor-compensation schemes, Official Journal L 084 , 26/03/1997 P. 0022 - 0031;
b) Directive 98/26/EC of the European Parliament and of the Council of 19 May 1998 on settlement finality in payment and securities settlement systems, OJ L 166, 11.6.1998, p. 45–50;
c) Directive 2001/34/EC of the European Parliament and of the Council of 28 May 2001 on the admission of securities to official stock exchange listing and on information to be published on those securities, OJ L 184, 6.7.2001, p. 1–66;
d) Directive 2003/6/EC of the European Parliament and of the Council of 28 January 2003 on insider dealing and market manipulation (market abuse), OJ L 96, 12.4.2003, p. 16–25;
e) Directive 2003/71/EC of the European Parliament and of the Council of 4 November 2003 on the prospectus to be published when securities are offered to the public or admitted to trading and amending Directive 2001/34/EC, OJ L 345, 31.12.2003;
f) Directive 2004/25/EC of the European Parliament and of the Council of 21 April 2004 on takeover bids, OJ L 142, 30.4.2004;
g) Directive 2004/39/EC of the European Parliament and of the Council of 21 April 2004 on markets in financial instruments amending Council Directives 85/611/EEC and 93/6/EEC and Directive 2000/12/EC of the European Parliament and of the Council and repealing Council Directive 93/22/EEC, OJ L 145, 30.4.2004;
h) Directive 2004/109/EC of the European Parliament and of the Council of 15 December 2004 on the harmonization of transparency requirements in relation to information about issuers whose securities are admitted to trading on a regulated market and amending Directive 2001/34/EC, OJ L 390, 31.12.2004, p. 38–57;
i) Directive 2009/65/EC of the European Parliament and of the Council of 13 July 2009 on the coordination of laws, regulations and administrative provisions relating to undertakings for collective investment in transferable securities (UCITS)

Inputs:

MS:  2 x STE x 15 w/d
Outputs:

Written recommendations for secondary legislation amendments with explanatory notes for underlying rationale and other implications.
Guidelines and recommendations related to secondary legislation implementation should, inter alia, also outline most effective ways to achieve transparency of issuers and awareness of consumers and feasible channels of promoting it (e.g. dedicated consumer information/education website, mandatory leaflets at sales offices, mandatory clauses/information on contracts, etc).

Activity 2.2 Review of procedures on Initial Public Offers
Support for all aspects of IPO-s, procedures, information disclosures, principles of operation for primary underwriters etc.

Inputs:

MS:  1 x STE x 10 w/d

Outputs:

Written guidelines for all participants and processes in the course of IPO-s.

Activity 2.3 Review of regulations for capital market licensed entities including Central Securities Depository, market operators and investment firms
Review of current requirements on internal regulations for professional market participants (code of conduct, corporate governance, segregation rules, and alike), written recommendations in accordance with the EU approach and the experience and practices applied in the EU partner country.

Practical aspects of services provided by Central Securities Depository, market operators and investment firms, addressing specifically the areas of activity and operational aspects. Practical Aspects of prudential regulation and supervision undertaken by NCFM based on the EU approach and the experience and practices applied in the EU partner country
Inputs:

MS:  2 x STE x 15 w/d

Outputs:

Written recommendations for improvements, based on the EU approach and the experience and practices applied in the EU partner country
Recommendations on practical aspects of services provided by Central Securities Depository, market operators and investment firms, addressing specifically the areas of activity and operational aspects. Recommendations on practical aspects of prudential regulation and supervision undertaken by NCFM based on the EU approach and the experience and practices applied in the EU partner country
Activity 2.4 Implementation of Multilateral Trading Facility

Technical support and recommendations for MTF implementation, different possible ways of its operation within EU partner country and supervisory scope and extent applied on MTF.
Directive 2004/39/EC of the European Parliament and of the Council of 21 April 2004 on markets in financial instruments amending Council Directives 85/611/EEC and 93/6/EEC.
Inputs:

MS:  1 x STE x 10 w/d

Outputs:

Review of principles of MTF under new Law of Capital Market and applicable by-laws. Written recommendations for its institutional setup and practical considerations, considering Moldovan capital market and based on the experience and practices applied in the EU partner country.
Activity 2.5 Development of methodology and techniques for companies assets valuation

The STE will develop the methodology and techniques for companies’ assets valuation and will provide trainings for NCFM staff on company valuation methods, i.e. ways of calculating the share price as well as to provide recommendations regarding the application of best international evaluation standards on the local capital market. 
Inputs:

MS:  1 x STE x 10 w/d

Outputs:

- Written methodology and techniques for companies’ assets valuation

-Training on methods and principles of company valuation 

Activity 2.6 Review of General principles of undertakings for collective investments
Workshop on supervision of investment funds and related parties (e.g. custodians) and applicable principles (asset segregation, firewalls) in accordance with the provisions of the EU Directive 2009/65/EC of the European Parliament and of the Council of 13 July 2009 on the coordination of laws, regulations and administrative provisions relating to undertakings for collective investment in transferable securities (UCITS) and related EU legislation.
Inputs:

MS:  2 x STE x 10 w/d

Outputs:

Workshop and written guidelines of principles applicable on all parties related to investment funds
Activity 2.7 Review and improvement of reporting requirements and prudential supervision of undertakings for collective investments
Principles of NCFM end-user analytical tools needed for supervision (NAV calculation, asset valuation, etc). The STE should select types of analysis, indicators and other methodologies that are most relevant to Moldovan market i.e. address predominantly risks specific to the market.
Inputs:

MS:  2 x STE x 15 w/d

Outputs:

Written document with types of analyses, charts, ratios etc. deemed feasible for risk-based supervision purposes for investment funds, along with procedural guidelines (feasible regularity, ranking of indicators by importance and any other relevant aspects of methodology).
Activity 2.8 Raising awareness and improving public confidence in investment instruments and services on financial market
Research on public confidence and trust in investment funds and investment services on capital market. Trainings and written handbook on different types of investments services and instruments available on financial markets and related risks in accordance with newly adopted legislation.
Inputs:

MS:  2 x STE x 15 w/d

Outputs:

- Assistance for research principles and choice of best ways for organizing and conducting public awareness campaign

- Training/workshop, handbook on financial instruments and services
Activity 2.9 Study visit on risk based supervision of capital market participants and undertakings for collective investments
Ten employees of NCFM will participate in study tour to familiarize themselves with supervisory systems applied on capital market participants and undertakings for collective investments.

Inputs:

MS:  10 BC participants x 10 days

Outputs:

- Introduction of RBS methodology used in EU partner country for capital market participants and investment funds

- Visit to EU partner country Stock Exchange

- Visit to EU partner country Central Depository and introduction of their functions, systems and interaction with EU partner country supervisor

RESULT 3. Insurance Companies
Activity 3.1 Development of minimum standard for Early Warning System for insurers

Currently the market analysis comprises primarily of monitoring observance of legal requirements and legal compliance. It is necessary, based on improved reports, to develop a set of indicators that would serve as early warning system (EWS) for Moldovan insurers. The indicators and data used will be based on previously improved reports. As one outcome, a workshop will be held to explain various EWS and scoring systems used elsewhere in the EU (quantified scale, "traffic light", etc.)

The proposed scoring system will include risk matrixes and other feasible methodologies, to be used for the market and for individual insurers

Inputs:

MS:  2 x STE x 15 w/d

Outputs:

Written methodology on customised EWS indicators and scoring system. Explanation of relevance to Moldovan market and demonstration of identified risks on insurance market and in selected insurance entities.

Activity 3.2  Development of minimum standards for Risk-based supervision of insurers

Based on previously improved prudential reporting, the expert will review current methodologies employed in analysis of insurance companies and suggest ways of automation and improvement. Recommendations should include, inter alia, sample charts and diagrams that best visualise the risk being analysed. 

Expert will also perform actual financial analysis of selected insurers and produce it in written along with methodology for forecasting the financial result of selected insurers.

Inputs:

MS:  2 x STE x 15 w/d

Outputs:

Written analysis, assessment and/or forecast for selected entities, risk measurement methodology for insurers.

Activity 3.3 Development of contingency plans of insurance companies and related activities

Current contents of recovery plans are reviewed and written document on recommendations on improvement or change of contents will be produced. Also a workshop on supervisory oversight of an insurance company will be held explaining activities and supervisory actions during the recovery period.

Currently one insurer is under special administration.

Inputs:

MS:  1 x STE x 15 w/d

Outputs:

Regulatory drafts on:

- Conditions for insolvent companies

- Administration, remedial measures

- Content and structure of relevant documentation and reports to be collected during recovery period

Activity 3.4 Review of minimum requirements on internal documentation in the field of insurance

Recommendations for requirements on internal regulations of insurers/brokers (corporate governance, internal audit, accounting, risk management, etc), but also insurance-specific areas (underwriting, claim handling)

Inputs:

MS:  2 x STE x 10 w/d

Outputs:

Written standards for minimum requirements on internal documentation and regulations of insurer and intermediary.
Activity 3.5  Analysis of guarantee fund 

In motor TPL the guarantee is provided only against uninsured vehicles and for external Green Card policies (where 7 insurance companies who underwrite Green Card policies, are members). Since the Motor TPL insurance is a mandatory class for all vehicle drivers, it might be feasible to have a guarantee fund for cases where e.g. portfolio of an insolvent insurer cannot be transferred and existing policyholders have to purchase new policies.

Inputs:

MS:  2 x STE x 10 w/d

Outputs:

Review of existing scope of motor TPL guarantee schemes and practical recommendations for extending guarantee scope adjustment recommendations where applicable based on the experience of EU partner country.
Activity 3.6 Analysis of insurance company business plan 

STE should review the processes of monitoring the insurers performance in accordance with its approved business plan, advise on feasible supervisory actions upon deviations from business plan targets if not met during first 3 years after initial licence granting by NCFM.

Inputs:

MS:  1 x STE x 10 w/d

Outputs:

Written guidelines and conducted workshop with regard to the most important elements that should be taken into consideration when analysing the business plans of insurers.
Activity 3.7 Improvement of prudential reporting for insurers

There are many reports that insurers currently submit to NCFM. These reports and data collected therein should be reviewed in light of their suitability for risk-based analysis of the insurance market and insurers. The recommendations should take into account the Moldovan insurance market and its structure, concentration, sales channels etc. and serve as basis for further development of EWS indicators and scoring system for insurers.

Inputs:

MS:  2 x STE x 20 w/d

Outputs:

Written recommendations on contents of reports, showing the concrete usage of collected data in supervisory analysis and identifying risks

Activity 3.8 Raising awareness on Solvency II principles

Overview of Solvency II regime principles and its Pillars (quantitative requirements, governance and risk management, disclosure and transparency).

An overview should be also given on current status of the SII regime, relevant omnibus directives and overview of its (delayed) implementation in EU, and relevant impact analysis been made (QIS) or being made (e.g. Long Term Guarantee Assessment).

Inputs:

MS:  2 x STE x 10 w/d

Outputs:

Workshop on Solvency II and risk-based supervisory principles it employs."

Activity 3.9 Strengthening consumer protection and insurance arbitration 

Workshops on consumer protection in relevant areas will be held and consumer protection guidelines produced, including implementation guidelines (principles to be adopted or changed in laws, channels of communication with consumers, access to extra-judicial settlement, and alike).
A Law on Arbitration exists yet it does not establish mandatory arbitration bodies. Need for such body exists in several financial sectors, most in insurance. 

If needed, the expert will produce working principles and necessary documentation that could serve as practical basis for setting up such arbitration body.

Inputs:

MS:  2 x STE x 10 w/d

Outputs:

Workshop on consumer protection in insurance, EU partner country in arbitration, written (implementation) guidelines

Activity 3.10 Study visit on risk based supervision of insurance companies

Eight employees of NCFM will participate in study tour to familiarize themselves with supervisory systems applied on insurance companies (and intermediaries).

Inputs:

MS:  8 BC participants x 5 days

Outputs:

- Introduction of RBS methodology used in EU partner country for insurance companies

- Visit to Insurers Association
- Visit to motor TPL guarantee fund (or relevant body who is counterpart of Council of Bureaux)
RESULT 4. Savings and Credit Associations (Credit Unions) and Pension Funds
Activity 4.1 Development of System for Early Warning Indicators for SCAs

The STE will assess the current situation of SCAs and based on the data provided by them will develop a set of early warning indicators for SCAs. The indicators and data used will be based on previously improved reports. As one outcome, a workshop will be held to explain various EWS and scoring systems used elsewhere in the EU (quantified scale, "traffic light", etc.)

The proposed scoring system will include risk matrixes, to be used for the market and for individual SCA.
Inputs:

MS:  2 x STE x 10 w/d

Outputs:

Workshop on practices used for SCAs supervision and the system of Early Warning Indicators used in the EU partner country.
Activity 4.2 Assistance in Risk-based supervision (RBS) on Savings and credit associations (SCA)

Expert should review existing  RBS methodology used in NCFM and provide recommendations on improvements, i.e. best suited indicators (risk concentration, volatility, etc) to capture different risks, and appropriate scoring methods (there are 294 simpler form and  76 advanced form Savings and credit associations in Moldova).

Development of end-user analytical tools for NCFM for analysing savings and credit associations  (types of diagrams, charts, ratios).

Inputs:

MS:  2 x STE x 15 w/d

Outputs:

- Written principles of scope and supervisory practices for Savings and credit associations

- Written methodology for conducting financial analysis and risk assessment on savings and credit associations, types of analyses and indicators, sample RBS-oriented analysis of Savings and credit associations"

Activity 4.3 Assessment of supervisory scope of microfinance institutions

Identification and assessment of risks related to microfinance institutions activity. Analysis of feasible supervisory scope and principles applicable on microfinance institutions, especially as regards to consumer protection issues. Written recommendations on ways and information channels of increasing consumer awareness of microfinance services and inherent risks.
Inputs:

MS:  1 x STE x 15 w/d

Outputs:

Recommendations of feasible supervisory practice and intervention measures for risk mitigation and consumer protection.

Activity 4.4 Review and development of supervisory reporting requirements for SCAs and  microfinance institutions

Inputs:

MS:  1 x STE x 10 w/d

Outputs:

Samples or other written documents including types of analyses, charts, ratios etc. deemed feasible for risk-based supervision purposes.

Activity 4.5 Review of secondary legislation for Pension Funds and recommendations for amendments
Review of the developed secondary framework for pension funds under the new draft Law on Facultative Pension Funds and recommendations for amendments.
Inputs:

MS:  2 x STE x 20 w/d

Outputs:

Written recommendations for amendments and changes to the developed secondary framework for pension funds under the new draft Law on Facultative Pension Funds

Activity 4.6 Study visit supervisory practices of SCAs and microfinance institutions

Six employees of NCFM will participate in study visit to familiarize themselves with supervisory systems and methods used in supervision of Savings and Credit Associations and microfinance institutions used by the EU partner country.
Inputs:

MS:  6 BC participants x 5 days

Outputs:

- Introduction of supervisory methodology used in EU partner country for Savings & Credit Associations and microfinance institutions.
- Visit to one of the largest SCA of the EU partner country.
Activity 4.7 Study visit on supervisory practices of pension funds

Four employees of NCFM will participate in study visit to familiarize themselves with supervisory systems and methods used in supervision of Pension funds used by the EU partner country.

Inputs:

MS:  4 BC participants x 5 days

Outputs:

- Introduction of supervisory methodology used in EU partner country for Pension Funds and Custodians
- Visit to one of the largest Pension Company (Pension Fund Manager)

- Visit to a custodian

3.5 Means/Input from the MS Partner Administration

3.5.1 Profile and tasks of the Project Leaders
The successful implementation of a Twinning project requires the commitment of two Project Leaders, appointed in the Twinning partner country on one side (MSPL, Member State Project Leader) and NCFM as Beneficiary on the other side (BC-PL, Beneficiary country Project leader).

The BCPL will devote his/her time to conceiving, supervising and coordinating the overall thrust of the project. The BCPL should be a high-ranking official with a good overall understanding of non-banking financial markets, as well as good liasoning skills to ensure that all relevant persons in BC take an active part in the project and contribute to it. The BCPL should have clear understanding of the critical success factors within NCFM, relevant to circumstances and characteristics of NCFM.
The MSPL of the Twinning Partner Institution will act as counterpart of the Beneficiary’s Project Leader and will ensure in close cooperation the overall steering and coordination of the project. He/she is likewise expected to be high ranking official in his/her administration. The MSPL should also have a good overall understanding of non-banking financial markets. He/she should also posess good project management skills and experience, in order to address any issues that might emerge in the course of the project, e.g. need for possible adjustments in order to tailor the BC Twinning Partner approaches for NCFM needs in order to ensure achievement of project goals, tasks and deliverables, and facilitate implementation of those.
The Project Leader will be expected to devote a minimum of 3 days per month to the project in his home administration. In addition, he/she will coordinate, from the Member State side, the Project Steering Committee (PSC), which will meet in Moldova at least once in every three months.

Tasks:
The main tasks of the MSPL Leader are to ensure:

•
The overall coordination of the project;

•
The achievement of mandatory results;

•
The organisation of working groups, if needed;

•
The organisation of the good communication and coordination with beneficiary and stakeholders;

Profile for MSPL:
· University degree/post-graduate degree in a relevant discipline for the assignment 

· At least 10 years of professional experience in the fields of regulation and supervision of non-bank financial services

· Adequate IT literacy with knowledge of common software applications such as MS Word, Excel and PowerPoint

· Experience in project management

· Excellent command of written and spoken English. 
· Spoken Romanian or Russian would be an asset
3.5.2 Profile and tasks of the RTA

The Resident Twinning Advisor (RTA) will work on a full time basis at the NCFM premises for the whole duration of the project (24 months). This expert will bear the responsibility to coordinate in the field and on a daily basis all the activities planned in the twinning. He/she will also provide technical advice and assist NCFM in the context of a predetermined work plan.  The RTA will submit to the Beneficiary all presentations to be delivered by STEs at least 3 working days before the respective activities takes place.

Profile:
· University degree in economics, finance or law

· Civil Servant from EU Member State administration or equivalent  with min. 5 years professional experience in non - banking supervision issues 
· Working experience in a financial services supervisory authority or equivalent experience relevant to the assignment;

· General understanding on financial markets
· Previous experience in project management

· Good interpersonal and communications skills as well as working command of English.

· Knowledge of Romanian or Russian languages would be an asset .
The RTA should be identified and agreed before the twinning contract is prepared and he/she should participate fully in the drafting of the Twinning Contract, particularly twinning’s outputs and work plan.
3.5.3 Profile and tasks of the short-term experts

The project will require as minimum about 5 different short term experts (STE) with following knowledge in following areas:
· STE on IT audit

· STE on supervision of securities market supervision

· STE on investment funds

· STE on insurance supervision (including insurance intermediaries)

· STE on savings and credit associations and microfinace

Most of the experts are expected to have experience in prudential supervision of relevant area.

Some STE-s should have certain level of technical expertise in order to advise NCFM in matters of technical IT nature (reporting data exchange with market participants, relevant IT audits, and alike).

Some STE-s in their relevant area should also have experience in drafting legislation in their relevant areas (under activities where review of current legislation is requested)
All will have:

•
Relevant University degree and relevant practical experience in supervision;

•
At least 5 years of relevant professional experience;

•
Fluent English, oral and written;

4. INSTITUTIONAL FRAMEWORK
The Beneficiary of the project is National Commission for Financial Markets, the supervisory authority for all non-banking financial institutions that fall under supervision.
NCFM in governed by the Council (executive board). There are 6 General Directorates subordinated to the Council:

· Legal Assistance

· Securities Supervision

· Insurance Supervision

· Collective placements and Micro-financing

· Economic, Financial and Administrative affairs

· General Executive Directorate
NCFM has been created in 2007 by joining former separate regulatory authorities into single supervisory authority. Its supervisory scope covers insurance, collective investments (investment funds), participants in securities trade and stock exchange(s), central securities depository, credit unions and microfinance entities
5. BUDGET
The indicative total budget available for the Twinning Project action is € 1,300,000.

The beneficiary will provide its logistic support in the form foreseen in the Twinning Manual (Revision 2013).
6. IMPLEMENTATIONAL ARRANGEMENTS
6.1 Implementing Agency responsible for tendering, contracting and accounting
(AO/CFCU/PAO/Commission), including contact person and full contact details.

PAO (Programme Administration Office): 
Ms. Tatiana MOLCEAN,

Head of Division for Economic and Sector Coordination with EU European Integration Department 

Ministry of Foreign Affairs and European Integration of the Republic of Moldova 

31 August 1989 str., nr. 80, MD-2012 Chişinău

tel.: +373-22-578232

e-mail: tatiana.molcean@mfa.md   
EUD (Delegation of the European Union to Moldova): 
Mr. Oleg HIRBU
International Aid Cooperation Officer / Project Manager
Public finance & Budget support programmes,
Chisinau, Republic of Moldova
12 Kogalniceanu Str., MD 2001, Chisinau, Moldova
tel.: +373-22-505210
e-mail: Oleg.Hirbu@eeas.europa.eu 


6.2 Main counterpart in the BC
Contact person:
Dr. Veronica CUHAL
Head of Foreign Relations and Development Directorate
National Commission for Financial Markets
Chisinau, Republic of Moldova
77, Stefan cel Mare Ave.
tel. +373-22-859-430
e-mail: veronica.cuhal@cnpf.md 
 including contact person and contact details. Also include RTA counterpart and the BC Project leader
6.3 Contracts

This project will be accomplished via single Twinning Contract.
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Marked cell indicates indicate proposed month(s) within which the respective tasks could be performed.

7.1 Launching of the call for proposals
Indicatively, June 2014
7.2 Start of project activities
Indicatively, February 2015
7.3 Period of implementation of actions 

The planned duration period of the Project is 24 months.  The official total length of the Twinning Contract will be 27 months (i.e. 24 during the implementation of the work plan + 3 months for opening and closing of the Project). 

8. SUSTAINABILITY
The achievements of the Twinning Project will be sustainable. They will be maintained as a permanent asset to/of the Beneficiary Administration as a result of the following:

Readability and practicality of deliverable documents
Deliverable documents that have nature of practical guidelines, should be prepared in a manner that avoids excessive amounts of universal declarative statements, but rather practical step-by-step instructions that are logically grouped, easy to follow and possible to implement or execute in practice, so that they can be used as quick reference handbook in further practical work.

Relevance

Guidelines and instructions should have direct relevance and designed based upon Moldovan market and legislative environment, thus avoiding just copying other MS principles that would be impracticable, hard to implement or lacking necessary prerequisites existing in the MS, unless such prerequisites are included in deliverables themselves. Special consideration should be given to potential restrictions emerging from other relevant legislation in Moldova (e.g. commercial code, bankruptcy law, and alike).

Human resources

Measures should be applied to avoid turnover of skilled personnel in NCFM and drainage into private sector, including those participating in training trips abroad. 

The sustainability issues will be further elaborated in the course of the project as a joint responsibility of the MS partner and BC institution, NCFM. In the final report twinning partners should include specific recommendations for safeguarding the achievement of mandatory results in NCFM.
9. CROSSCUTTING ISSUES
The proposed project will comply with EU equal opportunity policies. Equal treatment of men and women in project implementation at all levels will be one of the most important principles in project management and implementation. Great attention will be given to having equal participation within the personnel that will be trained as well. The beneficiaries are employers of equal opportunity. Appropriate professional qualifications and experience will be the main decisive factors in personnel recruitment and evaluation. Both women and men have identical prospects.

The above principle has to be considered also in deliverables to the BC as applicable, e.g. as regards equal treatment of men and women, according to Article 5 of Directive 2004/113/EC (with its Article 2 voided by European Court). It has to be assessed what effect would that bring along to Moldovan insurance market and what would be the feasible timescale for implementation, given implications it might have on insurance tariffs.

Another issue to be considered in deliverables is support to minority and vulnerable groups, which is most relevant to certain services of microfinance. Absence of out-of-court settlement via e.g. arbitration body is also a factor to be considered as regards access of these customer groups for fair trial.

10. CONDTITIONALITY AND SEQUENCING
The project includes various areas that are partially interdependent; also some of the deliverables imply certain deliverables to be implemented first in other areas.
For example, design of supervisory reporting should be based on supervisory needs, which in turn are defined by requirements of laws and secondary legislation. Where possible, it is thus preferrable that the review of current legislation be conducted first, followed by e.g. development of methodology for financial analyses of a sector, followed by determining what data is needed to accomplish it. Hence data and structure of supervisory reporting should be determined after the aforementioned stages.
ANNEXES TO PROJECT FICHE
1. Logical framework matrix

	Overall objective
	Objectively verifiable indicators 
	Sources of Verification
	 

	To produce an enhancement of the prudential regulatory framework for non-banking financial markets supervision

Development and implementation of the Risk Based Supervision System for the non-banking financial market participants, including capital market, insurance, leasing, pension funds and micro-finance based on the forecasting and evaluation of the risks and preventable consequences of some unfavourable events.
	Alignment with EU Acquis and implementation of best practices of EU.
	IMF FSAP, Peer Reviews
	 

	Project purpose
	Objectively verifiable indicators 
	Sources of Verification
	Assumptions

	Development and maintenance of an appropriate and effective regulatory and supervisory framework in accordance with EU Directives and best practices to enable prudential regulation and supervision on the non-banking financial market.
	Delivered outcomes as defined in Fiche
	 Peer Reviews
	Developments in judicial system
NCFM autonomy

	Results
	Objectively verifiable indicators 
	Sources of Verification
	Assumptions

	1. Strengthening operational and institutional capacities of NCFM
	defined outputs of Result 1 sub-activities delivered and put into practice
	Achivement of overall strategic goals of NCFM;
Peer Reviews
Established relevant procedures and practices with documentation
	Developments in judicial system

	2. Capital Market and investment funds
	defined outputs of Result 2 sub-activities delivered and put into practice

- Reduction of market abuse, manipulation and insider trading cases
	Written deliverables (legal drafts and recommendations, methodologies, ready-to-implement supervisory reports, etc),
Public confidence survey (for 2.8)
	Developments in judicial system

	3. Insurance Companies
	defined outputs of Result 3 sub-activities delivered and put into practice, plus
- Improvement of solvency position of insurers
- Reduction of consumer complaints
	Written deliverables (legal drafts and recommendations, methodologies, ready-to-implement supervisory reports, etc)
	 

	4. Savings and Credit Associations and Pension Funds
	defined outputs of Result 4 sub-activities delivered and put into practice
	Written deliverables (legal drafts and recommendations, methodologies, ready-to-implement supervisory reports, etc)
	 

	Activities of Result 1
	Means
	Costs
	Assumptions

	1.1 Strengthening the capacities against market abuse, manipulations and insider transactions
	MS:  2 x STE x 10 w/d
	 
	 

	1.2 Review of onsite and offsite inspections methodology
	MS:  2 x STE x 15 w/d
	 
	 

	1.3 Support for Internal Audit and potential application of PIFC system
	MS:  1 x STE x 10 w/d
	 
	Support from NCFM Council

	1.4 Support of Internal Audit on IT
	MS:  2 x STE x 10 w/d
	 
	 

	1.5 Review and assessment of supervisory powers in the field of non-banking financial market
	MS:  1 x STE x 15 w/d
	 
	 

	1.6 Development of conceptual framework of Risk Based Supervision on non-banking financial market
	MS:  2 x STE x 15 w/d
	 
	 

	1.6a Study visit at the EU partner authority for 4 NCFM employees for the period of 5 days
	BC: 4 empl. x 5 days
	 
	 

	Activities of Result 2
	Means
	Costs
	Assumptions

	2.1 Review of secondary legislation on capital markets
	MS:  2 x STE x 15 w/d
	 
	 

	2.2 Review of procedures on Initial Public Offers
	MS:  1 x STE x 10 w/d
	 
	 

	2.3 Review of regulations for capital market licensed entities including Central Securities Depository, market operators and investment firms
	MS:  2 x STE x 15 w/d
	 
	 

	2.4 Implementation of Multilateral Trading Facility
	MS:  1 x STE x 10 w/d
	 
	 

	2.5 Development of methodology and techniques for companies assets valuation
	MS:  1 x STE x 10 w/d
	 
	 

	2.6 Review of General principles of undertakings for collective investments
	MS:  2 x STE x 10 w/d
	 
	 

	2.7 Review and improvement of reporting requirements and prudential supervision of undertakings for collective investments
	MS:  2 x STE x 15 w/d
	 
	 

	2.8 Raising awareness and improving public confidence in investment instruments and services on financial market
	MS:  2 x STE x 15 w/d
	 
	 

	2.9 Study visit on risk based supervision of capital market participants and undertakings for collective investments
	BC: 10 empl. x 10 days
	 
	 

	Activities of Result 3
	Means
	Costs
	Assumptions

	3.1 Development of minimum standard for Early Warning System for insurers
	MS:  2 x STE x 15 w/d
	 
	 

	3.2  Development of minimum standards for Risk-based supervision of insurers
	MS:  2 x STE x 15 w/d
	 
	 

	3.3 Development of contingency plans of insurance companies and related activities
	MS:  1 x STE x 15 w/d
	 
	 

	3.4 Review of minimum requirements on internal documentation in the field of insurance
	MS:  2 x STE x 10 w/d
	 
	 

	3.5  Analysis of guarantee fund
	MS:  2 x STE x 10 w/d
	 
	 

	3.6 Analysis of insurance company business plan
	MS:  1 x STE x 10 w/d
	 
	 

	3.7 Improvement of prudential reporting for insurers
	MS:  2 x STE x 15 w/d
	 
	 

	3.8 Raising awareness on Solvency II principles
	MS:  2 x STE x 10 w/d
	 
	 

	3.9 Strengthening consumer protection and insurance arbitration
	MS:  2 x STE x 10 w/d
	 
	 

	3.10 Study visit on risk based supervision of insurance companies
	BC: 8 empl. x 5 days
	 
	 

	Activities of Result 4
	Means
	Costs
	Assumptions

	4.1 Development of System for Early Warning Indicators for SCAs
	MS:  2 x STE x 10 w/d
	 
	 

	4.2 Assistance in Risk-based supervision (RBS) on Savings and credit associations (SCA)
	MS:  2 x STE x 15 w/d
	 
	 

	4.3 Assessment of supervisory scope of microfinance institutions
	MS:  1 x STE x 15 w/d
	 
	 

	4.4 Review and development of supervisory reporting requirements for SCAs and microfinance institutions
	MS:  1 x STE x 10 w/d
	 
	 

	4.5 Review of secondary legislation for Pension Funds and recommendations for amendments
	MS:  2 x STE x 20 w/d
	 
	 

	4.6 Study visit on risk based supervision of SCAs and microfinance institutions
	BC: 6 empl. x 5 days
	 
	 

	4.7 Study visit on supervisory practices of pension funds
	BC: 4 empl. x 5 days
	 
	 


