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1. Basic Information

1.1. Programme
1.2. Twinning Number

1.3. Title
EU Support for Sustainable Capacity Building of the Insurance Agency of Bosnia and Herzegovina and the FBiH and RS Insurance Supervisory Agencies
1.4. Sector
Financial - Insurance
1.5. Beneficiary country
Bosnia and Herzegovina (BiH)
2. Objectives

2.1. Overall Objective

The overall objective of the project is to contribute to the development of a single insurance market in BiH.

2.2. Project purpose
Development of a single insurance market in BiH is not possible without a strong institutional framework considering Bosnia and Herzegovina's specific constitutional limitations. Therefore, the purposes of this contract are as follows:

· To provide for the sustainable capacity building of the Insurance Agency of BiH  (BiH Agency) and its Entity-level counterparts:  Insurance Supervisory Agency of FBiH (FBiH Agency) and Insurance Agency of RS (RS Agency).

· To support the implementation and enforcement of the sectoral (i.e. insurance market) policies.

· To develop the procedures ensuring compatibility with EU standards, laws and regulations.

· To ensure efficient and transparent insurance regulation, monitoring and coordination, arbitration, transparent information sharing and reporting.
2.3. Contribution to National Development Plan/Cooperation agreement/Association Agreement/Action

Link with AP/NPAA/EP/SAA

A short-term goal of the European Partnership under European Standards, subheading Internal Market, section Movement of persons, services and right of establishment is to ensure that the insurance agency of Bosnia and Herzegovina functions properly and guarantees the existence of a single internal insurance market.
Link with MIPD

Supervision of the financial sector remains fragmented. Banking supervision is conducted by two separate Entity banking agencies and is coordinated by the Central Bank. This approach has limitations in the increasingly integrated banking sector. Supervision for other parts of the financial system, such as insurance, is fragmented and still developing. The MIPD states that BiH needs to establish functioning State-level agencies, capable to regulate and supervise the banking and non-banking sector as well as regulating capital markets. The results of the MIPD include that the institutional set-up of the State insurance agency will be improved and that BiH will have a single financial market with a functioning State Insurance Agency.

Link with National Development Plan
The BiH Medium Term Development Strategy requires that a functional insurance market in BiH be built and harmonization of Entity legislation and the regulations for licensing of insurance companies needs to be improved overall.
3. Description

3.1. Background and justification
After the Dayton Peace Agreement in 1995, a very specific structure of governance was established. The constitution of Bosnia and Herzegovina established two Entities (Federation BiH (FBiH) and Republika Srpska (RS)) and the Brčko District. Due to the fact that the BiH economy and infrastructure has largely been destroyed during the war it took a substantial amount of time and effort for recovering and establishing new institutions. The war damages were immense and large number of people have been displaced. In addition, the process of post-communist transition also had its implications for economic growth.

Because of the constitutional constraints, BiH has a very complex legal and institutional framework for such a small insurance market. Through their own constitutions, the Entities hold responsibility for supervision of the insurance sector as well as the other parts of the financial sector. The insurance business is organized and regulated on the Entity level, with the BiH Agency providing oversight at the State level. The State agency is tasked withharmonizing Entity legislation ,supervises the work of the Entity agencies, collects and publishes statistics at the State level, and represents the country in international relations. BiH official currency -  CONVERTIBLE MARK (BAM) - has a permanent relation to the EURO (1 EURO = 1.95583 BAM) fixed by the “currency board” which has not been changed since its introduction.

To ensure a single economic space in Bosnia and Herzegovina a functioning regulated financial market must be in place. This includes a growing and developing insurance sector which needs to be regulated and supervised in accordance with European standards.  Bosnia and Herzegovina has at the Entity level two supervisory agencies and at the State-level a regulatory and coordinating BiH Agency.  The State-level BiH Agency was established in 2006 by the Council of Ministers of BiH. The Director was appointed in August of the same year when the Agency began its operations. The Agency's tasks and responsibilities are defined by the Law on Insurance Agency of BiH and it is funded by appropriations from the State Budget of BiH. A recruitment process is under way, through theCivil Service Agency, for the recruitment of staff (11 people in total) which will contribute to the BiH Agency becoming fully operation. 

The BiH Agency faces numerous challenges. It needs to  work to establish efficient channels of communications with counterparts in the Entity agencies, to build strong relationships with counterparts in the region, the EC, and with other international organizations. The BiH Agency also needs to develop its human capital (staff training), draft official procedures for dealing with a number of issues under its responsibilities including arbitrage procedures, management of issues related to insurance of export credits, development of reporting templates for EU and other international organizations. These challenges and tasks will place considerable demands that will require additional resources, beyond those of the national budget, to develop the capacity of the BiH Agency's staff to undertake and effectively implement tasks. Furthermore, there is a clear requirement for the BiH Agency and its Entity counterpart agencies to develop transparent and efficient communication channels for intra-agency information sharing and reporting to the EC and other international organizations. Finally, looking ahead, sector consolidation is expected and a number of existing insurance companies will face the risk of losing their licenses. The BiH Agency is well aware of the consequences of such changes in the sector and the need to act as a transparent and trustworthy regulator in the market to preserve and increase public trust in the sector. 

It is important that this project:

· Provide technical assistance to develop and harmonize appropriate legislation required to move towards establishment of a single insurance market in BiH. It is necessary to reconcile and harmonize existing Entity-level insurance legislation, procedures and regulations in order to provide uniform insurance coverage in BiH.

· Provide to the agencies sustainable human capital development (capacity, skills, expertise) through focused training and attendance of insurance-industry seminars or educational programs at educational and insurance industry-oriented institutions in the EU Member State countries.

Through the provision of technical assistance, including focused training, this project will build the capacities within the BiH Agency to enable it to act as a trustworthy and stable regulator in the insurance market, undertaking advisory, arbitrage and other roles assigned to it by the Law on Insurance Agency of BiH. Furthermore, the project will ensure that mechanisms are in place for continual training of BiH Agency staff and the entire sector, ensuring that the BiH Agency staffs are able to keep abreast of the latest trends in the insurance industry and regulatory developments.  

Specific returns from the project include the development of clear and tangible official procedures, guidelines, document-sets, protocols and/or regulations by and for the agencies with respect to each of the project’s activities, all contributing to the sustainability of the BiH Agency. Finally, a transparent and professional archival and international reporting mechanism will be developed in accordance to accepted EU standards.
3.2. Linked activities (other international and national initiatives):

The EC project on Modernization and Regulation of the Insurance Sector (Obnova 2000RE/BiH/03/02/00)

The EC Project on Modernization and Regulation of the Insurance Sector supported the drafting of framework legislation at the State level for the insurance sector and supported the development of supervisory capacities in the Entity agencies. As a result of the support provided under this activity, State and new Entity level insurance legislation was adopted.  However, the Entity laws are not completely identical and require further harmonization - this will be the responsibility of the BiH Agency. Even with harmonized Entity insurance laws, further by-laws’ harmonization is needed to ensure that the regulatory base is in place to enable companies to operate throughout all of BiH.
Technical Assistance to the Reform and Modernization of the Insurance Sector (TARMIS) (CARDS 2004)

The TARMIS activity provided support that spanned across the entire insurance sector and included the provision of technical assistance to the Entity agencies in developing supervisory skills, support to the Actuarial Association of BiH and the establishment of a BiH-wide insurance association. During the TARMIS project life, the RS Agency was established in early 2006. Experts from TARMIS provided training and support to the RS Agency in conducting their first on-site supervision. The TARMIS activity was also tasked to provide technical assistance to the BiH Agency. However, the activity ended in April 2007 and due to the late establishment of the BiH Agency and slow recruitment of staff, this support was limited. 
TWINNING LIGHT PROJECT - Support to Insurance Agency of BiH (CARDS National Program 2006)

The TWINNING LIGHT PROJECTstarted with drafting regulations for the statistical service activities of the BiH Agency. The tasks of this activity were also to review all Entity regulatory provisions, legislation, by-laws, regulations or procedures and to provide recommendations for their harmonization. THE TWINNING LIGHT PROJECT developed reporting templates and guidelines for the BiH Agency for its reporting responsibilities towards the European Commission and other international bodies. A training plan developed for agencies’ staff was developed and selected training was implemented. This training plan is based on the tasks of the BiH Agency and incorporates joint training sessions for the BiH Agency staff and the Entity agencies in areas of supervision and licensing, thereby ensuring that a uniform approach to supervision and licensing is applied throughout BiH and ensuring that the BiH Agency takes the lead coordinating role. The project provided a combination of in-country trainings and study tours to EU Member State institutions. Finally, a regional conference of insurance agencies to foster strong communication channels and give a regional and international perspective to the BiH Agency was organized.
3.3. Results

Results and measurable indicators in relation with activity 1

Result:

The agencies’ staff are able to implement insurance regulations, conduct monitoring, coordinating, arbitrage and other activities in accordance with the BiH Agency's tasks. 

Indicators:

· The BiH Agency staff is completing required international reports.

· Training strategy is developed and accepted.

· Relevant insurance regulations are drafted and adopted.

· Employee manuals developed including detailed job descriptions.

· Agency staff has conducted training for the Entity agencies and the insurance sector.

Results and measurable indicators in relation with activity 2

Result:

A sustainable and efficient reporting and archival mechanism will be developed to provide up-to-date insurance market and regulatory information to the Government of BiH, EC, and other international organizations.

Indicators:

· Statistical service is set-up.

· Operational database and an upgraded website of the BiH Agency are set up.

Results and measurable indicators in relation with activity 3

Result:

The BiH Agency has guidelines for arbitration procedures in the case of cross-Entity litigation in the insurance industry in BiH. 

Indicators:

· Guidelines accepted by the BiH Agency.

· Drafted protocols and/or guidelines for the Governing Board of the BiH Agency to be used for activities in case of a litigation arbitrage.

· Defined arbitrage reporting guidelines to the Council of Ministers of BiH, EU, and other international organizations.

Results and measurable indicators in relation with activity 4

Result:

All Entity-level insurance laws and by-laws are developed and fully harmonized (mirror basis) involving requirements defined by EU Directives.  

Indicators:

· Proposal for development and complete harmonization of appropriate Entity-level insurance legislation is accepted.

· State and Entity-level insurance legislation adapted to most recent EU standards considering Solvency II set of regulatory requirements. 

Results and measurable indicators in relation with activity 5

Result:

The BiH Agency has protocols and/or guidelines for exchange of data with the Green Card Bureau of BiH. 

Indicators:

· Drafted protocols and/or guidelines for exchange of data with the Green Card Bureau of BiH.

· Guidelines accepted by the BiH Agency and the Green Card Bureau of BiH.

· Defined reporting template requirements for the Green Card Bureau of BiH.

Results and measurable indicators in relation with activity 6

Result:

BiH Agency is in full coordination with insurance market participants with respect to MTPL insurance.

Indicators:

· Developed legislation for MTPL insurance.

· Proposed better institutional environment and activities for reduction of uninsured driving. 
· A conference about MTPL insurance issues organized with participation of all important institutions and insurance companies.

Results and measurable indicators in relation with activity 7

Result:

The Agency has developed guidelines, procedures or other regulatory documents for export credits in accordance with its obligations under the law.

Indicators:

· Guidelines and relevant regulatory documents are developed.

· In-country counterparts (e.g. IGA) have been identified and clear communication lines and information sharing protocols defined.
3.4. Activities

The project should provide input in the form of technical assistance for seven main activities.

Activity 1:

· Complete assessment of training needs for the BiH Agency and the Entity agencies.

· Define a list of seminars, training, and study tours and development of multi-annual training strategy for the BiH Agency.

· Organizing and/or conducting seminars/training/study tours (supervision, insurance of export credits, arbitrage) for BiH Agency and Entity agencies’ staff in accordance with the training strategy.

· Development of employee manuals for the BiH Agency including detailed job descriptions.

· Training of BiH Agency staff to conduct further training for Entity agencies and insurance sector.
Activity 2: 
· Customize the Entity database for the BiH Agency to pool the reports and data collected from the Entity-level insurance and statistical agencies.

· Draft reporting templates.

· Upgrade the BiH Agency website, which will include an area with the statistical service reports.

· Develop guidelines and other regulatory documents for the statistical and other reporting.
Activity 3:
· Define the list of arbitrage-related topics and procedural/legislative requirements.

· Develop clear instruction/guidelines for management of the arbitrage process by the BiH Agency and its Governing Board.

· Draft the protocol and guidelines for selection of the arbitrageurs and management of the arbitrage process by the Governing Board of the BiH Agency.

· Define reporting requirement for the Government of BiH, EU, and other international organizations.
Activity 4:

· Develop and harmonize appropriate Entity-level insurance legislation.

· Develop current State-level insurance legislation.

· Adapt insurance legislation to the new EU standards.
Activity 5:

· Provide full coordination with the Green Card Bureau of BiH in accordance with BiH Agency’s obligation under the law.

· Draft the protocols and/or guidelines for exchange of data with the Green Card Bureau of BiH.

· Define reporting mechanisms for the Green Card Bureau of BiH.
Activity 6:

· Initiate discussion with agencies, insurance companies, insurance associations, Green Card Bureau, actuarial association, protection funds and ministries of interior about MTPL insurance.

· Develop legislation regarding MTPL insurance.

· Create proposal for the improvement of the institutional environment with respect to MTPL insurance.

· Provide proposal for reduction of uninsured driving.
Activity 7:
· Research and define a set of best practices and methodologies on managing the issues related to the insurance of export credits.

· Develop a comprehensive document-set (of regulatory documents) for the BiH Agency's responsibilities for the export credits.

· Define the list of in-country organizations the BiH Agency needs to coordinate this work with and support the BiH Agency in drafting protocols with the counterparts.

· Define requirements and propose reporting templates towards BiH Council of Ministers and other relevant institutions, EU, and other international organizations.
3.5. Means/ Input from the MS Partner Administration:

3.5.1 Profile and tasks of the Project Leader

The Project Leader will be responsible for the day-to-day management of the project and the coordination of all inputs.  S/he will ensure the overall quality of the services provided and of all project deliverables.
General professional experience: 

· A university degree in finance, economics, accounting or business, preference will be given to candidates with a post-graduate degree.

· At least 10 years of general professional experience. 
· Over five years of experience in project management.

· Over five years experience in policy development and insurance acquis. 

· Preference will also be given to candidates who can demonstrate experience in staff training and developing staff training plans. 

· Experience with EC funded projects preferred.
· Excellent written and spoken English.
3.5.2 Profile and tasks of the RTA

General professional experience: 

· University degree in law, economics or political science.

· At least 7 years of experience in the insurance regulatory sector.

· To demonstrate management experience or to posses experience in senior positions in projects in developing economies/transition countries.

Specific professional experience:

· To possess a strong and in depth knowledge in organizing the insurance sector in a country (preferably a federal structure, or in countries with the similar constitutional framework as in BiH or in transition economies).

· To possess an experience in drafting manuals, organizing training and on job coaching, as well as organizing monitoring to track performance of the insurance sector  in transition economies. 

· Knowledge of arbitrage would be considered as an asset. 

The RTA would be required to remain in BiH for the duration of the project.
3.5.3 Long-term local project assistant

The Twinning Partner will need to budget for one Long-term local project assistant. The Long-term local assistant will work full time with the RTA and other Twinning staff to provide support in the implementation and monitoring of the Project. This support includes: (a) interpretation and translation; (b) administrative and financial tasks; and (3) general work related to insurance sector. It is expected that the Local Assistant needs to be available for a minimum of 600 days.

3.5.4 Profile and tasks of the short-term experts

General professional experience: 

· Relevant University degree.
· At least 5 years of general professional experience, 3 of which will be explicitly related to the task for which they will be deployed.
· A good comand of English.
Pool of Short-term experts would include experts with expertise in the following area: 

· Drafting insurance regulations.

· Arbitrage procedures/developing guidelines and manuals on arbitrage procedures.  

· Developing and maintaining an operational insurance database.
· Training
The selection procedures used for selection these other experts shall be transparent, and shall be based on pre-defined criteria, including professional qualifications, language skills and work experience. The findings of the selection panel shall be recorded. The selection of the experts shall be subject to approval by the Contracting Authority.
4. Institutional Framework

During the last few years, the legal framework for insurance in BiH has completely changed. Previously, the two Entity insurance laws were totally different. It was not possible for a company from one Entity to conduct insurance in the other Entity. New, mostly harmonized and in accordance to EU Directives, laws and secondary legislation in each Entity are currently in process of implementation. They allow “inter-Entity” business so that a company from one Entity can have branch operating in the other Entity after getting permission from each Entity supervision agency. 
There is the BiH Agency on the State level and, on the Entity level, there are two supervisory agencies: FBiH Agency and RS Agency. Other institutions in the insurance market also reflect its fragmentation. The main institutions are:

· three associations of insurers and reinsurers (on the State and Entity level),

· two protection funds for MTPL insurance on the Entity level,

· Green Card Bureau in BiH (for MTPL insurance),

· BiH Actuarial Association.

In spite of the barriers existing within the legal and institutional framework, BiH insurance market has been developing in the last few years. Total insurance premium income in 2007 was EURO 205.63 million (73.83% in FBiH and 26.17% in RS) and rose 11.53% compared to 2006. Non-life products covered 86.45% with growth of 8.43% compared to 2006 and life products covered 13.55% of total premium with growth of 36.45% over 2006. The most improved insurance class is obligatory MTPL insurance with market share of 52.13%. FBiH (with 83.31% of non-life products) had better market structure than RS (with 95.31% of non-life products).

The insurance market in BiH is very fragmented with more insurance companies than it is necessary for such small market. There were 25 companies performing insurance at the end of 2007 (15 in Federation BiH and 10 in RS) and one reinsurance company. The first six companies from FBiH wrote more than half of the BiH total premium, and even thirteen companies had market share less than 3%. Due to fact that the reform of the pension system still hasn't been done there are no pension insurance companies. The biggest problem on the market is dumping in premiums and violation of tariffs by market competitors. Some companies are technically insolvent with inadequate reserves. The structure of investments of technical provision is not transparent at all, but insurance companies mostly invest in real estate, stocks, and deposits.

The BiH insurance market has very good prospects because it is expected to expand after new legislation is completely implemented. The biggest problems in implementation of new laws are the new solvency standards which differ drastically from earlier standards. Therefore, acquisitions and entrance of foreign companies to the market are now inevitable. Foreign companies mostly enter the market by buying small private companies, but some of them also started with “Greenfield” investments. It is expected that after complete implementation of new laws, the BiH insurance market becomes even more interesting to the foreign companies because the foreign insurers will be much more interested in a well supervised market. Future reform of pension and healthcare systems will have huge influence on life and health insurance. Expected constitutional reform and preparations for EU membership should result in economic growth as well as the development of a robust property insurance market.

The following risks are noticed by TWINING LIGHT PROJECT and they describe the core problems in the current system and BiH Agency operating.
Burdensome cross Entity border business

The first obstacle to the integration of the insurance market in BiH is current legislation. The Entity laws provide that insurance companies from one Entity may conduct activity in the other only through a branch office and not through free provision of services. To open a branch office of an insurer from the FBiH in the RS the RS Agency having received the notification will have the authority to issue approval as well as that the branch office shall be registered in the court. That means than the insurers from both Entities enjoy less legal opportunities to transact business within BiH than the insurers of the Member States of the EU throughout the whole Union. In some cases the procedures for branch establishment between the Entities are more burdensome than the procedures that apply between the Member States of the EU. From the standpoint of the actual situation a few insurance companies have done the procedure for notification of the branch offices. 
Complex supervisory system

The BiH Agency operates in very complex supervisory system. By Dayton Peace Agreement the authority in the area of insurance and insurance supervision is granted to the Entity institutions. Basically the power to issue the insurance legislation is vested to the Entity Parliaments and the powers to adopt by-laws and other administrative actions and to enforce the application of the said legislation belong to the respective Entity authorities – the FBiH Agency and RS Agency. 

The BiH Agency is authorised: 

· To conduct important tasks in order to ensure the uniform development and implementation of the Entity legislation in the field of insurance with the purpose to further deepening the process of integration of the insurance markets in the country, to ensure:

· The protection of consumers of insurance services.

· Integration of BiH insurance market into European and world financial markets. 

· To represent BiH on the international level in the field of insurance supervision (including representation of BiH in international bodies and organisations in this area).

· To prepare the aggregated insurance statistics of BiH.

The above mentioned tasks must be implemented in a situation where the BiH Agency does not have immediate access to the insurance market itself as it does not carry out the typical supervisory activity (issuing and withdrawal of licenses, ongoing supervision, application of remedial measures etc.). The negative implications of this situation are:

· Lack of first hand market information:

· Long and intermediated way of receiving the market data which poses a risk for delay and possible distortion of information.

· Delayed response to certain processes that might need a coordinated effort on a BiH-wide level.

· Lack of practical experience for BiH Agency staff in supervisory techniques - relatively lower level of knowledge of the insurance market.

The BiH Agency has no clearly stipulated hierarchical superiority in the legislation over the Entity agencies and has no enforcement power in the areas of its competence. The Law on the BiH Insurance Agency does not provide for a legal mechanism to carry out the decisions of the BiH Agency when the Entity institutions refuse to comply on a voluntary basis. This situation puts the BiH Agency in a position to carry out its function primarily on a consensus basis through negotiations. The negative implications of this situation are:

· Insecurity with respect to the BiH Agency's ability to execute and enforce its competences especially in the area of development of legislation.

· Possible delay in delivering results because of the necessity to rely on negotiations and convincing.

· Significant importance of the personal factor and personal relationships between the management and the staff of the BiH Agency and the Entity agencies as a prerequisite for smooth, effective and efficient cooperation.

The mere existence of three institutions involved in the different aspects of the insurance supervision on the BiH market with the necessity to jointly discuss and adopt decisions on the important issues of the insurance supervision in the country poses a significant risk of delay and misrepresentation especially in the dynamic decision making processes that take part in the European and international insurance supervisors’ institutions and forums. 

The conclusion of the above mentioned analysis is that it is unlikely that the BiH Agency will be able to properly fulfil its duties without well coordinated cooperation with Entity supervisory agencies. 

With this circumstance born in mind the whole concept of the programme for the increase of the administrative capacity of the institution must be developed providing for extensive involvement of the administrations of the Entity agencies.
The administrative structure of the BiH Agency

The BiH Agency is a small organisation with a simple administrative structure. The Governing Board has seven members of which:

· the president and two other members are directly appointed by the Council of Ministers of BiH (one of them being representative of the Ministry of Finance and Treasury of BiH and one of the insurance industry),
· two members are appointed by the Council of Ministers of BiH upon proposal of the Ministry of Finance of the FBiH (one of them being representative of the Ministry of Finance of the FBiH and one of the insurance industry) and
· two members are appointed by the Council of Ministers of BiH upon proposal of the Ministry of Finance of the RS (one of them being representative of the Ministry of Finance of the RS and one of the insurance industry).

The total number of staff (including the Director and Administration) is eleven positions. Administration is organised in two organisational units:

· Department of Legal, Administrative and Operational Affairs and
· Department of International Cooperation, Finance, Statistics and Actuarial Activities.

There is no division between general administration that is in charge of self sustaining and maintainance of the institution (accountancy, property, human resources, protocol, legal representation etc.) and specialised administration encharged solely with the statutary tasks of the agency. This situation requires that virtually any member of the staff of the institution has to develop a very wide ranged proficiency in order to be able to fulfill various functions. This has to be borne in mind when the curriculum of trainings is being developed.
5. Indicative budget (amounts in €)
	Contracts
	Total Cost
	Source of Funding

	
	
	EU Contribution
	National Public Contribution
	Private

	
	
	Total
	%*
	IB
	INV
	Total
	%*
	Central
	Regional
	IFIs
	Total
	%*

	Contract 1.1.
	800.000
	800.000
	100%
	
	
	
	
	
	
	
	
	

	TOTAL
	800.000
	800.000
	100%
	
	
	
	
	
	
	
	
	


* expressed in% of the Total Cost
6. Implementation Arrangements

6.1. Implementing Agency responsible for tendering, contracting and accounting (AO/CFCU/PAO/Commission/EAR)
Contracting Authority: EC Delegation in Bosnia and Herzegovina
Implementing Agency:  EC Delegation in Bosnia and Herzegovina  

6.2. Main counterpart in the BC
Beneficiary (including details of project manager): 
· Direct:  Insurance Agency Bosnia and Herzegovina, Mr Samir Omerhodzic, Director of Insurance Agency of Bosnia and Herzegovina, phone number 00 387 61 428 396.
· Indirect: Entity Insurance Supervisory Agencies.

6.3. Project duration: 24 months (+3 months)
6.4. Required contributions of Beneficiary institution (including equipment, offices):
I. Office space: An office will be provided by the Agency for Insurance of Bosnia and Herzegovina to the Twinning Partner for the RTA, the Project Assistant and for the short-term experts on mission. Meeting space will be provided when necessary.

II. Logistic support: The project office at the Agency for Insurance of Bosnia and Herzegovina will be furnished with necessary number of telephones and PC’s. There will be access to photocopying and fax machines. The operational costs will be covered by the Agency for Insurance of Bosnia and Herzegovina.

7. Indicative Implementation Schedule (periods broken down per quarter)
	Contracts
	Start of Tendering
	Signature of Contract
	Project Completion

	Contract 1.1.
	4th Quarter of 2008 
	1th Quarter of 2009 
	4th Quarter of 2010 


8. Sustainability

The project is supposed to provide:

· Adopted regulations, procedures and guidelines for the BiH Agency’s statistical service activities.

· Regulatory recommendations for the BiH Agency regarding the complete harmonization of Entity regulatory provisions, by-laws, regulations or procedures.

· Completing of the BiH Agency internationally required reporting.

· Defining the procedures for monitoring of the Green Card Bureau of BiH.

· Access to a database that incorporates all relevant information needed for the BiH Agency reporting requirements.

· Ability of the BiH Agency to undertake its responsibilities in accordance with EU Law, practice and standards.

· Regulatory system which ensures that the Entity agencies are also conducting their tasks in accordance with EU Law, practice and standards.

9. Cross cutting issues (where applicable) 

9.1. Equal Opportunity

Equal opportunity for participation of men and women will be assured in all aspects of the project implementation.

9.2. Environment

The project will have no environmental effects.

9.3. Minorities

Participation in the project activities will be guaranteed on the basis of racial or ethnic origin, religion or belief, disability, sex of sexual orientation.
10. Conditionality and sequencing

The project progress will be supervised by a Steering Committee (SC) which will be chaired by the BiH Agency. Members will be invited from other BiH institutions which are involved in the operation of the BiH Agency and a representative of the EC Delegation. It is expected that the SC will meet every 3 months during the project upon submission of draft quarterly progress reports.
The project team will submit the first quarterly report three months after the commencement date. It should include a detailed elaboration of the Background, State of Play of the field that the project relates to, methodology and working plan with open issues if any and including proposals for the deployment of the short-term experts as well as recommendations and critical issues (assumptions and risks). For each SC meeting a short progress report (quarterly reports according to the Twinning Manual) should be prepared, including information on the achieved progress, plan for the coming reporting period, lessons learned, key issues, obstacles, recommendations.

The final report will be submitted not later than one month after the project completion, and should give an overview of the tasks carried out, achieved results, the lessons learned and concrete recommendations for follow-up.

Each report shall consist of a narrative section and a financial section. The financial section must contain details of the time inputs of the experts, of the incidental expenditure and of the provision for expenditure verification. 

11. Annexes to project fiche
11.1. Annex 1. Logical framework matrix in standard format
	LOGFRAME PLANNING MATRIX FOR Twinning Project
	Programme name and number: Sustainable Capacity Building of the Insurance Agency of Bosnia and   Herzegovina and the Federation and Republic Srpska Insurance Supervisory Agencies
	

	
	Contracting period expires
	Disbursement period expires 

	
	
	Total budget : 800,000,00 Euro


	IPA budget: 800,000,00 Euro

	
	
	
	

	
	
	
	

	Overall objective
	Objectively verifiable indicators 
	Sources of Verification
	

	Contribute to development of a single insurance market in BiH.
	An insurance company is able to operate throughout all of  BiH once licensed by one Entity Supervisory Agency 
	Progress reports on Bosnia and Herzegovina
	

	Project purpose
	Objectively verifiable indicators 
	Sources of Verification
	Assumptions

	Improved institutional set-up of the BiH Agency and its staff is able to conduct its tasks.
	· Statistical Service is operational and providing structured information about the insurance sector in BiH.
· The sustainable capacity building of the BiH Agency and its Entity-level counterparts is provided.

· The implementation and enforcement of the sectoral (i.e. insurance market) policies is supported.

· The procedures ensuring compatibility with EU standards, laws and regulations are developed.

· Efficient and transparent insurance regulation, monitoring and coordination, arbitration, transparent information sharing and reporting are ensured.
	· Effciency of Administrative Board operating

· Efficiency of Director operating
· Efficiency of BiH Agency Staff operating
· Efficiency of Statistical Service operating
· Emplyee Manuals
· Insurance Laws harmonized between Entities

· Insurance Laws adopted to EU Directives
· By-laws harminized between Entities

· By-laws adopted to EU Directives
· EU Reports
	

	Results
	Objectively verifiable indicators 
	Sources of Verification
	Assumptions

	Result 1:

The agencies’ staffs are able to implement insurance regulations, conduct monitoring, coordinating, arbitrage and other activities in accordance with the BiH Agency's tasks. 

Result 2:

A sustainable and efficient reporting and archival mechanism will be developed to provide up-to-date insurance market and regulatory information to the Government of BiH, EC, and other international organizations.

Result 3:

The BiH Agency has guidelines for arbitration procedures in the case of cross-Entity litigation in the insurance industry in BiH. 

Result 4:

All Entity-level insurance laws and by-laws are developed and done on the mirrored base involving requirements defined by EU directives.  

Result 5:

The BiH Agency has protocols and/or guidelines for monitoring of the Green Card Bureau of BiH. 

Result 6:

Full coordination with the insurance market participants about MTPL insurance, as the most developed insurance product, is provided.

Result 7:

The Agency has developed guidelines, procedures or other regulatory documents for export credits in accordance with its obligations under the law.
	Indicators 1:

· The BiH Agency staff is completing required international reports.

· Training strategy is developed and accepted.

· Relevant insurance regulations are drafted and adopted.

· Employee manuals developed including detailed job descriptions.

· Agency staff has conducted training for the Entity agencies and the insurance sector.

Indicators 2:

· Statistical service is set-up.

· Operational database and an upgraded website of the BiH Agency are set up.

Indicators 3:

· Guidelines accepted by the BiH Agency.

· Drafted protocols and/or guidelines for the Administrative Board of the BiH Agency’s activities in case of a litigation arbitrage.

· Defined arbitrage reporting guidelines to the Council of Ministers of BiH, EU, and other international organizations.

Indicators 4:

· Proposal for development and complete harmonization of appropriate Entity-level insurance legislation is accepted.

· Adapted State and Entity-level insurance legislation to the new EU standards considering the Solvency II and the BiH insurance environment. 

Indicators 5:

· Drafted protocols and/or guidelines for exchange of data with the Green Card Bureau of BiH.

· Guidelines accepted by the BiH Agency and the Green Card Bureau of BiH.

· Defined reporting template requirements for the Green Card Bureau of BiH.

Indicators 6:

· The conference about MTPL insurance issues organized with participation of all important institutions and insurance companies.

· Developed legislation for MTPL insurance.

· Proposed better institutional environment and activities for reduction of uninsured driving.

Indicators 7:

· Guidelines and relevant regulatory documents are developed.

· In-country counterparts (e.g. IGA) have been identified and clear communication lines and information sharing protocols defined.
	Source 1

· Training programs for study tours and in-country seminars
· Train-the-trainer reports
· Trainee evaluation reports
· Employee manuals for BiH Agency staff
· Reports for BiH Agency staff from the study tours
· Certificates of completion for relevant attended courses
Source 2:
· Efficiency of Statistical Service operating
· EU reports
· Reports from the statistical service
· Upgraded Website

· Other International reports
Source 3:

· Guidelines for arbitration 

· Protocols for Administrative Board

· Arbitration reports

Sourse 4:

· Insurance Laws harmonized between Entities

· Insurance Laws adopted to EU Directives
· By-laws harminized between Entities

· By-laws adopted to EU Directives

Source 5:

· Protocols for monitoring Green Card Bureau of BiH

· Green Card Bureau of BiH reports

Source 6:

· Report form the conference

· Legislation for MTPL insurance

· Report about uninsured driving

Source 7

· Export credit guidelines and regulatory document
· MOUs with in-country counterparts signed


	

	Activities
	Means
	Costs 
	Assumptions

	Activity 1:

· Complete assessment of training needs for the BiH Agency and the Entity agencies.

· Defining a list of seminars, training, and study tours and development of multi-annual training strategy for the BiH Agency.

· Organizing and/or conducting seminars/training/study tours (supervision, insurance of export credits, arbitrage) for BiH Agency and Entity agencies’ staff in accordance with the training strategy.

· Development of employee manuals for the BiH Agency including detailed job descriptions.

· Training of BiH Agency staff to conduct further training for Entity agencies and insurance sector.

Activity 2: 
· Customize the Entity database for the BiH Agency to pool the reports and data collected from the Entity-level insurance and statistical agencies.

· Draft reporting templates.

· Upgrade the BiH Agency website, which will include an area with the statistical service reports.

· Develop guidelines and other regulatory documents for the statistical and other reporting.

Activity 3:
· Define the list of arbitrage-related topics and procedural/legislative requirements.

· Develop clear instruction/guidelines for management of the arbitrage process by the BiH Agency and its Administrative Board.

· Draft the protocol and guidelines for selection of the arbitrageurs and management of the arbitrage process by the Administrative Board of the BiH Agency.

· Define reporting requirement for the Government of BiH, EU, and other international organizations. 

Activity 4:

· Develop and harmonize appropriate Entity-level insurance legislation.

· Develop current State-level insurance legislation.

· Adapt insurance legislation to the new EU standards.

Activity 5:

· Provide full coordination with the Green Card Bureau of BiH in accordance with BiH Agency’s obligation under the law.

· Draft the protocols and/or guidelines for exchange of date with the Green Card Bureau of BiH.

· Define reporting templates for the Green Card Bureau of BiH. 

Activity 6:

· Initiate discussion with agencies, insurance companies, insurance associations, Green Card Bureau, actuarial association, protection funds and ministries of interior about MTPL insurance.

· Develop legislation regarding MTPL insurance.

· Propose better institutional environment for MTPL insurance.

· Provide proposal for reduction of uninsured driving. 

Activity 7:
· Research and define a set of best practices and methodologies on managing the issues related to the insurance of export credits.

· Develop a comprehensive document-set (of regulatory documents) for the BiH Agency's responsibilities for the export credits.

· Define the list of in-country organizations the BiH Agency needs to coordinate this work with and support the BiH Agency in drafting protocols with the counterparts.

· Propose reporting template requirements for the Government of BiH, EU, and other international organizations.
	Twinning
	800,000 EUR
	


11.2. Annex 2. List of relevant Laws and Regulations (optional)

On the State level, there is Law on the BiH Insurance Agency (BiH Official Gazette, No. 12/04). Other laws and secondary legislation on the market are separated but mostly harmonized on the Entity levels:
· Law on Insurance Companies in Private Insurance (FBiH Official Gazette, No. 24/05),

· Law on Insurance Companies (RS Official Gazette, No. 17/05, 01/06 and 64/06),

· Law on Motor Liability Insurance and other Compulsory Liability Insurance (FBiH Official Gazette, No. 24/05),

· Law on Motor Liability Insurance and other Compulsory Liability Insurance (RS Official Gazette, No. 17/05 and 64/06),

· Law on Intermediation in Private Insurance (FBiH Official Gazette, No. 22/05),

· Law on Insurance Intermediation (RS Official Gazette, No. 17/05 and 64/06).






