[bookmark: _Toc340493098]2.1 Assessment of Regional Initiative on Risk Management / Problem Loan Resolution in Banking
Introduction
This is an assessment of the regional initiative on Risk Management in Banking and Bank Supervision carried out by USAID's Partners for Financial Stability (PFS) Program from April 2011 – September 2012.  The impact of the activities undertaken by PFS is compared here against the objectives and expected outcomes specified in the project’s Regional Initiative Implementation Plan on Risk Management (RIIP) dated July 2011, taking into consideration the indicators of success that are contained in the monitoring plan (Part 6 of the RIIP). 
Weak capacity by banks and regulators to manage risks, especially credit and liquidity risk, was brought to light in Southeast Europe and Eurasia by the global financial crisis. While banks and supervisory authorities have improved their ability to plan and manage bank liquidity after the debilitating bank runs that occurred throughout the region during the financial crisis, they need to further improve skills and adopt new international standards in liquidity risk management.  The escalation in problem loans – especially in Southeast Europe - that has occurred since 2008 has burdened banks with losses and administrative costs and contributed to a credit crunch, especially for small and medium enterprises.
PFS undertook a series of regional activities to address weaknesses in risk management by banks and banking supervisors in Southeast Europe and Eurasia. While this issue is very broad, PFS focused on a narrow set of achievable objectives to address the following development challenges: 
· Neither the banks nor the regulators were sufficiently prepared to deal with liquidity shocks of the magnitude that occurred during 2009, and there were essentially no contingency plans that incorporated such scenarios;
· Bankers and regulators in SEE and Eurasia had limited experience in working out and resolving problem loans to the private sector; and legal systems, while reformed, were ill-equipped to deal with a large number of foreclosures and forced asset sales.
Thus, the primary objectives of the Risk Management regional initiative were to: 
· Improve knowledge and capacity of banks and regulatory authorities to manage liquidity risk;
· Improve knowledge and technical skills of banks and regulatory authorities to resolve problem loans.
This report starts by comparing the above cited plans and proposed activities to the actual activities conducted under the Risk Management initiative (Table 1). Then, an overview of expected outcomes as compared to the actual achieved outcomes is presented (Table 2). Finally, the report concludes with short remarks.
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[bookmark: _Toc340493099]Table 1: Overview Proposed Activities from the Insurance Supervision Regional Initiative Development Plan (RIIP) vs. Actual Activities  
	Proposed activities from the RIIP
	Actual activities
	Dates
	Description of Event or Activity
	Partners
	Number of people trained
	PFS cost share ratio

	1. Conduct technical workshops for bankers and banking supervisors on liquidity risk management
	This activity was combined with Macroprudential (Crisis Preparedness) activities in 2013 during the project de-scoping; 
Liquidity risk management was also addressed by way of Activity 4. - Demand-driven events in Azerbaijan (June 2011, Oct 2011)

	2. Conduct technical workshops for bankers and for banking supervisors on managing problem loans
	Two Regional Technical Workshops on Problem Loan Workout Techniques, Tirana, Albania
	June 18-19 2012
	PFS conducted a series of seven, 1-day practical regional seminars on problem loan workout techniques for bankers and banking supervisors in Southeast Europe and Eurasia
	 USAID Mission in Tirana (FSVC financial sector program)
	24 supervisors and 24 professionals
	32%

	3. 
	Two Regional Technical Workshops on Problem Loan Workout Techniques, Podgorica, Montenegro
	June 21-22 2012
	
	Montenegrin Bankers Association
	6 supervisors and 16 professionals
	78%

	4. 
	Regional Technical Workshop on Problem Loan Workout Techniques, Kiev, Ukraine
	September 24 2012
	
	the Forum of Leading Financial Institutions (FLIFI)
	1 supervisor, 10 professionals
	27%

	5. 
	Two Regional Technical Workshops on Problem Loan Workout Techniques, Baku, Azerbaijan
	September 27-28 2012
	
	Central Bank of Azerbaijan and the USAID Azerbaijan Competitiveness and Trade Project
	(1) 18 supervisors and 57 professionals; 
(2) 19 professionals and 1 supervisor
	(1) 34%; 
(2) 28%

	6. Conduct a study on legal impediments and leading practices in collateral execution, and support knowledge- and experience-sharing events
	Towards More Efficient Collateral Execution

	December 2011

	PFS conducted a survey of bankers’ associations in the 12 Beneficiary countries and published a summary presentation providing an overview and analysis of the collateral execution frameworks in practice 
	EBRD, Domestic bank trade associations
	N/A
	N/A

	
	The Case for Collateral Law Reform in Southeast Europe and Eurasia - Unblocking the Flow of Credit
	March 2012
	PFS prepared a regional comparative study about obstacles to efficient collateral execution in the Beneficiary countries with suggestions for key reforms needed to improve the efficiency of the collateral execution process which would help unblock the flow of credit
	
	N/A
	N/A

	7. Support other demand-driven activities which contribute to improving risk management in banking in the PFS Beneficiary Countries
	Study Tour on Consolidated Financial Supervision, Zagreb, Croatia
	April 12-14 2011
	Study tour for financial supervisors from several PFS countries who visited Croatian National Bank and Croatian Financial Services Authority (HANFA), to learn about the practical aspects of implementation of consolidated financial supervision
	Croatian National Bank, Croatian Financial Services Authority (“HANFA”)
	24 supervisors
	43%

	8. 
	Study Tour on Risk Based Supervision, Prague, Czech Republic
	April 20-22 2011
	Study tour for bank supervisors from several PFS countries who visited the Czech National Bank to learn about the practical aspects of implementation risk‐based supervision
	Czech National Bank
	6 supervisors
	35%

	
	Bankers Forum, Baku, Azerbaijan
	June 22 2011
	PFS co-sponsored a regional risk management workshop titled, „New Trends in Banking in the Post–Crisis Period” for Bank chairpersons, members of supervisory boards, management boards and audit committees
	Azerbaijan Banking Training Center, ITCB
	29
	24%

	
	Regional Forum on “Bank Risk Management in the Post-Crisis Period”, Baku, Azerbaijan
	October 22 2011
	Forum for top managers of Central Eurasian Region banks aimed to discuss problems and experiences and exchange information on risk management in the post crisis period
	Central Eurasian Banking Federation and Azerbaijan Bank Training Centre
	1 supervisor and 38 professionals
	29%



[bookmark: _Toc340493100]Table 2: Overview of Expected Outcomes vs. Actual Outcomes of the Regional Initiative
	Expected Outcomes
	Assessment of Impact  and Actual Outcomes

	Strengthened capacity of regulatory authorities to monitor banks’ liquidity risk
	As part of its regional initiative on Macroprudential Supervision, PFS (1) conducted crisis preparedness assessments – including central banks’ emergency liquidity facilities for banks – in Kosovo and Macedonia in 2012; (2) supported the organization of a Toronto Centre crisis management program for high level financial authorities which included simulation exercises for dealing with systemic liquidity / solvency crises.  

	Improved capacity and effectiveness of banks to work out and manage problem loans
	PFS’ series of seven regional seminars on problem loan workout techniques for bankers and banking supervisors in Southeast Europe and Eurasia contributed to improved effectiveness of banks to deal with and manage problem loans.
 There were roughly 150 banking professionals and supervisors from across SEE and Eurasia (Albania, Kosovo, Montenegro, Ukraine, Azerbaijan and Kazakhstan) who participated and, according to their own positive testimonials, directly benefited from these practical, interactive workshops for their daily work.
In addition, the two demand-driven regional workshops for bankers on risk management, organized in cooperation with Azerbaijan Bank Training Center, raised awareness about the need to modernize credit risk management processes amongst high level bank officers and board members in Eurasia.  These two programs reached 70 bankers and other participants.

	Improved efficiency of collateral execution procedures and subsequent increase in the flow of credit to the private sector
	PFS (1) conducted a survey which provided an overview and analysis of the legal frameworks for collateral execution in PFS Beneficiary countries; and (2) prepared and published a detailed regional comparative study report suggesting key reforms that need to be implemented in the PFS beneficiary countries to improve the execution and implementation of more effective collateral execution processes.  The regional study was distributed at numerous PFS regional events for financial sector supervisors and practitioners during 2012.  (3) PFS also attended a strategic workshop on collateral execution sponsored by the Albanian Bankers Association, sharing experience from the region.

	Improved risk management in banking in the PFS Beneficiary Countries
	PFS conducted two study tours to mentor countries.  (1) Financial supervisors from several Beneficiary countries visited the Croatian National Bank and the Croatian Financial Services Authority (HANFA) to learn about the practical aspects of implementation of cross border supervision and supervision of financial conglomerates; and (2) bank supervisors from several PFS countries visited the Czech National Bank to learn about the practical aspects of implementation risk‐based supervision. Through these activities PFS trained about 30 financial and banking sector supervisors from PFS beneficiary countries.
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Concluding remarks
PFS partnered with a number of regional and international players to support the organization of seventeen training and knowledge sharing activities for banks and supervisory authorities on credit risk and liquidity risk management, cross-border supervision, risk-based supervision, and collateral execution; these are some of the most pressing issues holding back the flow of credit to the private sector in the target region.  (As part of the program’s regional initiative on Macroprudential Supervision (which will be addressed in a separate Regional Initiative Assessment Report when the initiative finishes in Q1-2013), PFS organized several important regional events that have contributed to improving liquidity risk management and credit risk management.)  
In particular, PFS launched and implemented a series of regional workshops for bankers and bank supervisors on problem loan workout techniques which were highly acclaimed by the beneficiary participants. Through its regional knowledge sharing events PFS trained over 230 financial supervisors from SEE and Eurasia and succeeded in directing its beneficiary countries towards the goals of better risk management practices that will contribute to enhanced financial stability and increase in the flow of credit to the private sector.
The most important partner organizations for carrying out the outlined activities were regional central banks and financial regulatory authorities as well as banking associations and bank training centers. In terms of cost sharing, PFS covered approximately 30% of the costs of the regional risk management programs conducted. PFS’ estimate for this regional initiative was originally $700,000; total expenditures by PFS were approximately two-thirds of the budgeted amount. 





[bookmark: _Toc340493101]2.2 Regional Initiative Assessment Report - Insurance Supervision
Introduction
This is an assessment of the regional initiative on insurance supervision carried out by USAID's Partners for Financial Stability (PFS) Program from April 2011 – September 2012.  The impact of the activities undertaken by PFS is compared against the objectives and expected outcomes specified in the project’s Regional Initiative Implementation Plan on Insurance Supervision (RIIP) dated August 15, 2011 taking into consideration the indicators of success that are contained in the monitoring plan (Part 7 of the RIIP). 
Development of the insurance sector is integral to economic growth in emerging markets. The availability of a wide range of insurance products mobilizes savings and leads to growth in credit and investment for businesses and individuals. 
The regional initiative aimed to address the following development challenges: 
IAIS Core Principles assessments have not been conducted for a majority of countries and/or there are significant areas of non-compliance; 
Countries lack technical support to implement recent statutory changes to support implementation of best practices;
Risk based supervision and consumer protection are weak; 
Regulatory guidance on insurance company transparency and disclosure is needed.
The primary objectives of the Insurance Supervision regional initiative were: 
· To facilitate economic growth and financial sector sophistication by improving insurance regulatory systems;
· To improve the transparency and disclosure practices of insurance companies.  
During January 2012, PFS underwent a de-scoping due to escalation in the financial crisis in the target region and a budget cut back from USAID.  Some of the planned regional activities relating to insurance supervision were scaled back at that time as the focus of the smaller PFS shifted more directly toward dealing with the financial crisis (deposit insurance, problem loans, etc.). 
This report starts by highlighting the planned regional and the actual activities conducted under the regional initiative on insurance supervision (Table 1). Then, the report contains an overview of expected outcomes as compared to the actual outcomes (Table 2). Finally, this assessment report concludes with short remarks.
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[bookmark: _Toc340493102]Table 1: Overview Proposed Activities from the Insurance Supervision Regional Initiative Development Plan (RIIP) vs. Actual Activities  
	Proposed activities from the RIIP
	Actual activities
	Dates
	Description of Event or Activity
	Partners
	Number of people trained
	PFS cost share (%)

	1. Support PFS Beneficiary Countries in (a) conducting self-assessment with IAIS Core Principles and (b) development of Action Plans for addressing weaknesses 
(subject to funding availability)
	This activity was removed from the RIIP during the de-scoping in early 2012

	2. Follow-through on implementation of IAIS Core Principles Action Plans by supporting regional conferences, online meetings, and technical workshops of insurance supervisors
	This activity was removed from the RIIP during the de-scoping in early 2012

	3.  Support twinning programs with Mentor countries’ insurance supervisors
	This activity was removed from the RIIP during the de-scoping in early 2012

	4. Support attendance at NAIC International Fellows Program 
	National Association of Insurance Commissions (NAIC) International Fellows Program 

	Oct 17 – Nov 19,  2011
Oklahoma City, Oklahoma, USA
	PFS provided a cost-share sponsorship for a delegate from the Albanian Financial Supervisory Authority to attend this insurance sector program aiming to advance working relations with foreign markets and to promote the transfer of applied regulatory knowledge for practical application in the international participants' home market
	National Association of Insurance Commissions (U.S.), Albanian Financial Supervisory Authority
	1
	46%

	5. Support a regional Toronto Centre leadership or crisis management training program for high level managers of insurance supervisory authorities
	Regional Toronto Centre Insurance Supervision Leadership Training Program 
	Sept 3-7, 2012 
Baku, Azerbaijan
	PFS was instrumental in bringing Toronto Centre to the region and co-sponsored some of their programs. This high level training program for insurance supervisors in Eurasia was hosted by Toronto Centre without financial support from PFS
	Toronto Centre, Ministry of Finance of Azerbaijan, insurance supervisors from Azerbaijan and Belarus
	14
	0%

	6. Support regional technical workshops on risk based supervision, consumer protection, and other topics:
	Regional Conference for Insurance Supervisors 
	May 30, 2011 
Ohrid, Macedonia
	Regional conference for insurance supervisors from SEE  on risk based supervision, Solvency II and asset liability management for insurance companies
	Insurance supervisors from PFS Beneficiary and Mentor countries
	51
	20.3%

	
	Risk Based Supervision Workshop for Insurance Supervisors 
	Nov 3, 2011  
Skopje, Macedonia
	Practical regional program for insurance supervisors with participants leaving with the skills necessary to prepare and implement a risk based supervision program in their agency
	
	48
	31.1%

	
	Regional Workshop on Consumer Protection in Insurance Supervision 
	May 31, 2012 – June 1, 2012 
Tirana, Albania
	Regional workshop on international standards and best practices in consumer protection which helped insurance supervisors draft plans to strengthen consumer protection in their respective countries, with focus on IAIS standards and how to measure compliance; statutory and regulatory examples from SEE countries; consumer protection on regulatory websites; case studies on consumer centers; public outreach over the internet and social media
	
	27
	24.8%

	7. Conduct and publicize two periodic benchmarking surveys of insurance supervisors and insurance companies to assess and promote adequacy of consumer information disclosures
	PFS Survey - Insurance Companies Online - Survey of Insurance Companies’ and Insurance Regulators’ Websites in Southeast Europe and Eurasia 2011

	April-May 2011
	PFS conducted and published the results of two annual surveys of websites of insurance supervisors and insurance companies to measure, assess and benchmark progress toward adoption of best practices in the insurance industry, including providing consumer information
	Insurance supervisors from PFS Beneficiary and Mentor countries
	
	N/A

	8. 
	PFS Survey - Insurance Companies Online - Survey of Insurance Companies’ and Insurance Regulators’ Websites in Southeast Europe and Eurasia 2012
	April-May 2012
	
	
	
	

	9. Develop model guidelines on insurance company corporate governance for insurance supervisors, presentation of model guidelines at 2 technical workshops
	PFS Corporate Governance Guidelines for Insurance Companies
	Q4 2011
	Provide a basis for strengthening insurer corporate governance practices in PFS countries,  to serve as a supplement to insurance and company laws by providing guidance to insurers’  boards of directors/supervisory boards and senior management regarding the effective implementation of legal provisions and best practices in corporate governance for insurance companies
	
IAIS, Insurance supervisors from PFS Beneficiary and Mentor countries
	
	
N/A







[bookmark: _Toc340493103]Table 2: Overview of Expected Outcomes vs. Actual Outcomes of the Regional Initiative
	Expected Outcomes
	Assessment of Impact  and Actual Outcomes

	Promote implementation of IAIS Core Principles of insurance supervision
	PFS carried out regional workshops and training programs, developed corporate governance guidelines, and conducted and publicized regional benchmarking surveys which contributed to improved compliance with IAIS Core Principles in PFS Beneficiary Countries.    
PFS trained over 100 insurance supervisors from the SEE region on IAIS Core Principles (on risk based supervision and consumer protection, Solvency 2), leaving them each with practical implementation plans for their specific agencies.   
PFS received requests to organize more such workshops in Eurasia.

	Promote implementation of the leading practices in risk-based supervision and consumer protection disclosures
	PFS’ regional workshops on risk based supervision and consumer protection, along with its regional benchmarking studies and corporate governance guidelines contributed to improved consumer protection disclosures and risk-based supervision in the PFS Beneficiary Countries.
 Each country developed a plan for improving its regulatory practices. The projects they are undertaking include: Albania - insurance contracts to include consumer campaign to increase understanding of terms and provisions; Republic of Srpska - consumer advocacy and financial literacy (using a survey based on Croatia's information); Azerbaijan – insurance intermediary training and regulation (IAIS ICP 18); Kosovo - public disclosure of insurance company financial information (IAIS ICP 20); Macedonia - consumer protection scheme and financial literacy. Each team committed to an activity they would undertake upon the return to their countries. Program organizers and facilitator are following up to track implementation.

	Improve corporate governance and transparency of insurance companies based on IAIS Core Principles and OECD Principles of Corporate Governance
	PFS’ regional activities contributed to improved transparency and corporate governance disclosure practices of insurance companies.  Results of two annual surveys of websites of insurance supervisors and insurance companies that measure, assess and benchmark progress toward adoption of best practices in insurance industry, including providing consumer information and corporate governance and transparency practices, were presented at the regional workshops in Ohrid, Macedonia (2011) and Tirana, Albania (2012), as well as reported to all the beneficiary countries’ insurance supervision authorities and published on the PFS website. Another accomplishment was improved regulatory oversight of corporate governance practices in PFS Beneficiary Countries through PFS’ model Corporate Governance Guidelines for Insurance Companies. 
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Concluding remarks
As presented in the tables 1 and 2, in 2011 and 2012 in collaboration with various partner organizations, PFS successfully organized three regional insurance supervision workshops and supported two other insurance programs organized by partner organizations, the NAIC program in the U.S. and the Toronto Centre insurance supervision program in Baku, Azerbaijan. PFS also conducted two annual surveys of insurance regulators and insurance companies online in 12 PFS countries and published model Corporate Governance Guidelines for Insurance Companies to help the regulators enforce and companies to comply with international standards. 
In this regional initiative, the PFS program trained over 130 insurance supervisors from SEE and Eurasia and contributed to the improvement of compliance with IAIS Core Principles, improvement of consumer protection disclosures and risk-based supervision, improvement of transparency and corporate governance disclosure practices of insurance companies, and improved regulatory oversight of corporate governance practices in PFS Beneficiary Countries. 
The most important partner organizations for carrying out the outlined activities were the insurance supervisory authorities from PFS Beneficiary and Mentor countries, Toronto Centre for Leadership in Financial Supervision as well as the International Association for Insurance Supervision (IAIS). In terms of cost sharing, PFS covered approximately 25% of the costs of three regional insurance supervision programs, while Toronto Centre and the Ministry of Finance of Azerbaijan covered all of the costs of another regional training program.  PFS’ budget for this regional initiative was originally $270,000; it was revised downward mid-project to $230,000.




[bookmark: _Toc340493104]2.3 Regional Initiative Assessment Report - Anti-Money Laundering and Combating Financing of Terrorism
Introduction
This is an assessment of the regional initiative on Anti-Money Laundering and Combating Financing of Terrorism carried out by USAID's Partners for Financial Stability (PFS) Program from February 2011 – July 2011.  The impact of the activities undertaken by PFS is compared against the objectives and expected outcomes specified in the project’s Regional Initiative Implementation Plan on Anti-Money Laundering and Combating Financing of Terrorism (RIIP) dated August 2011 taking into consideration the indicators of success that are contained in the monitoring plan (Part 7 of the RIIP). 
The regional initiative aimed to address the following development challenges: 
· ‘National Risk Assessments’ regarding money laundering / terrorist financing  (ML/TF) have not been conducted for a majority of Beneficiary countries (as recommended by international standards setters); 
· There is a gap of knowledge in the Beneficiary countries of techniques for combating the financing of terrorism;
· Beneficiary countries have difficulty in coordinating the activities of the numerous public sector supervisory authorities and private sector stakeholders (AML/CFT reporting obligors) involved in preventing money laundering and terrorism financing.
The primary objectives of the Anti-Money Laundering and Combating Financing of Terrorism regional initiative were: 
· To improve the strategies and effectiveness of Financial Intelligence Units (FIUs) and systems for prevention of ML/TF;
· To develop capacities of FIUs and obligors to prevent and detect financing of terrorism;
· To improve FIUs’ ability to conduct AML/CFT supervision of accountants and auditors.
During January 2012, PFS underwent a re-scoping due to escalation in the financial crisis in the target region and a budget cutback from USAID.  Some of the planned regional activities relating to Anti-Money Laundering and Combating Financing of Terrorism were scaled back at that time as the focus of the smaller PFS shifted more directly toward dealing with the financial crisis (deposit insurance, problem loans, etc.). 
This report starts by highlighting the planned regional and the actual activities conducted under the regional initiative on Anti-Money Laundering and Combating Financing of Terrorism (Table 1). Then, the report contains an overview of expected outcomes as compared to the actual outcomes (Table 2). Finally, this assessment report concludes with short remarks.
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[bookmark: _Toc340493105]Table 1: Overview Proposed Activities from the Anti-Money Laundering and Combating Financing of Terrorism Regional Initiative Development Plan vs. Actual Activities  
	Proposed activities from the RIIP
	Actual activities
	Dates
	Description of Event or Activity
	Partners
	Number of people trained
	PFS cost share (%)

	1. Assist the PFS Beneficiary Countries in conducting National Risk Assessments consistent with international standards through regional conferences, online meetings, and technical workshops of FIUs.
	OSCE-Egmont FIU Development Workshop. Yerevan, Armenia.
	July 14-15, 2011
	PFS participated in a Financial Intelligence Unit Development Workshop jointly organized by OSCE and EGMONT group. The workshop supported FIUs in developing and improving their anti-money laundering / combating financing of terrorism frameworks.
(This workshop was intended to be the first step in a series of activities in partnership with OSCE toward conducting National Risk Assessments in the PFS Beneficiary countries.  The National Risk Assessments were not performed due to re-scoping of the project in early 2012.0
	FIU Armenia, OSCE, EGMONT Group
	24
	27%

	2. Support a regional conference on “Anti-money laundering and combating financing of terrorism: global trends and country cases” in Baku, Azerbaijan (Feb 2011)
	Implementation of International Standards in Anti-Money Laundering, Anti-Terrorist Finance, and Financial Intelligence Units Event. Baku, Azerbaijan

Analysis of Financial Intelligence Units in six Eurasian Countries

Analysis of Financial Intelligence Units in six SEE Countries
	February 17-18, 2011
	This conference allowed FIU teams from Azerbaijan, Eurasia and Serbia, Donors, FATF and Moneyval to share experience and lessons learned on AML with neighboring countries and to highlight Azerbaijan’s FIU’s recent progress.
As background materials, PFS prepared and presented at the conference two in-depth regional studies (for Eurasia and SEE) comparing and contrasting the status of FIUs’ conformance to international standards and highlighting the major gaps and challenges for each country
	FIU Azerbaijan, OSCE, USAID Azerbaijan, FATF and Moneyval
	36
	6%

	3. Support the regional AML/CFT training center in Serbia (based on demand and availability of resources)
	These activities were not performed due to PFS project re-scoping


	4. Conduct regional workshops (one each in SEE and Eurasia) for FIUs and banks on CFT
	

	5. Support experts from mentor countries to participate in regional technical workshops for FIUs on AML/CFT supervision of accountants and auditors
	





[bookmark: _Toc340493106]Table 2: Overview of Expected Outcomes vs. Actual Outcomes of the Regional Initiative
	Expected Outcomes
	Assessment of Impact  and Actual Outcomes

	Improved capacity in PFS beneficiary countries  to identify sources of risk for ML/TF
	PFS supported a regional knowledge-sharing event, a conference on “Anti-money Laundering and Combating Financing of Terrorism: Global Trends and Country Cases” in Baku, Azerbaijan, which allowed FIU teams from Azerbaijan, Eurasia and Serbia, Donors, FATF and Moneyval to share experience and lessons learned on AML with neighboring countries and highlight as a case study Azerbaijan’s recent progress.

	Increased capacity of FIUs and obligors to prevent and detect financing of terrorism
	PFS’ assistance in a Financial Intelligence Unit Development Workshop jointly organized by OSCE and EGMONT group helped to support FIUs in developing and improving their anti-money laundering / combating financing of terrorism frameworks.

	Increased capacity of FIUs to conduct  AML/CFT supervision of accountants and auditors
	This topic was not directly addressed due to cancellation of activities in the 2012 PFS project re-scoping.
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Concluding remarks
As presented in the tables 1 and 2, PFS prepared and published two detailed regional studies about AML/CFT challenges and conformance to international standards and, in collaboration with various partner organizations, successfully organized two regional AML knowledge-sharing events.
In this regional initiative, the PFS program trained over 60 AML professionals mostly from Eurasia and contributed to the improvement of capacity of authorities in the PFS beneficiary countries to identify sources of risk for money laundering and terrorist financing.
In carrying out these activities, PFS partnered with international standards setters for the field of AML/CFT, EGMONT Group and Financial Action Task Force, and one of the key donor organizations, Organization for Security and Cooperation in Europe (OSCE).  The most important partner institutions from PFS Beneficiary countries were the FIU in Armenia and the FIU in Azerbaijan.
In terms of cost sharing, PFS covered approximately 16% of the costs of two AML conferences and studies, while partner organizations, including the Azerbaijan USAID mission, covered all of the other costs.  During the re-scoping of the project in early 2012, PFS’ planned activities in the field of AML/CFT were scaled back and its budget for this regional initiative was revised downward by nearly one-half.



[bookmark: _Toc340493107]2.4 Regional Initiative Assessment Report – Pension Fund Supervision
Introduction
This is an assessment of regional initiative on Pension Funds Supervision, carried out by USAID's Partners for Financial Stability (PFS) Program from September 2011 – October 2012.  The impact of the activities undertaken by PFS is compared against the objectives and expected outcomes specified in the project’s Regional Initiative Implementation Plan on Pension Funds Supervision (Sub-component of “Insurance, Financial Safety Nets” Technical Area) (RIIP) dated September 2011. 
Provision for retirement is one of the most socially sensitive issues in modern societies. It has serious implications for economic growth and social cohesion. 
The regional initiative of the Pension Funds Supervision aimed to increase harmonization of policies and practices with international standards, with the following primary objectives: 
· To support promotion of best practices in the area of pension supervision; 
· To support development of pension supervisors profession;
· To support promotion of best practices. 
[bookmark: _GoBack]This report starts by highlighting the planned regional and the actual activities conducted under the regional initiative on pension funds supervision (Table 1). Then, the report contains an overview of expected outcomes as compared to the actual outcomes (Table 2). Finally, this assessment report concludes with short remarks. 
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[bookmark: _Toc340493108]Table 1: Overview Proposed Activities from the Pension Fund Supervision Regional Initiative Development Plan (RIIP) vs. Actual Activities  
	Proposed activities from the RIIP
	Actual activities
	Dates
	Description of Event or Activity
	Partners
	Number of people trained
	PFS cost share ratio

	1. Compile a research paper on the status of pension systems in SEE and Eurasia with a case study about Croatia’s pension reform and the development of institutional investors
	Pension Systems and Pension Reforms: Case of Croatia 
	October 2011
	PFS engaged a regional expert from Croatia to prepare a regional study about pension systems and the status of pension reform in the Beneficiary countries, including a detailed case study of Croatia’s experience with pension reform in the early 2000s-2011
	Arhivanalitika Consulting, Croatia 
	N/A
	100%

	2. Co-sponsor a high level regional pensions supervisors training program for SEE and Eurasia countries
	Regional Pension Fund Supervision Training Program 

	Nov 13- 17 2011 
Warsaw, Poland
	PFS introduced Toronto Centre and TIFS and offered to co-sponsor the development and organization of Toronto Centre’s first-ever training program for pension fund supervisors.  Other donors stepped in so PFS’ cost share was 0%.  The high level program focused on actual case studies and crisis management issues, presented by former and current pension fund supervisors from emerging and developed countries 
	Toronto Centre, Training Initiative for Financial Supervisors (TIFS) / Polish  FSA
	22 
	0%

	3. Demand driven activities
	Risk Based Approach to Pension Supervision: A Leadership Program
	October 21-26 2012 
Yerevan, Armenia
	PFS was instrumental in bringing Toronto Centre to the region and co-sponsored some of their programs. This high level training program for pension supervisors in Eurasia was hosted by Toronto Centre without financial support from PFS. The program focused on case studies involving major implementation and crisis management issues in the pensions sector.
	Toronto Centre, Central Bank of Armenia
	23 
	0%




[bookmark: _Toc340493109]Table 2: Overview of Expected Outcomes vs. Actual Outcomes of the Regional Initiative on Pension Funds Supervision
	Expected Outcomes
	Assessment of Impact  and Actual Outcomes

	Status of pension systems in SEE and Eurasia benchmarked; awareness of needs and gaps in pension supervision raised.
	Pension study finalized and published on the PFS portal.
The study was presented/shared at regional pension supervision training programs. 

	Improved capacity of pension supervisors to facilitate development of institutional investors
	PFS’ regional training programs on pension supervision along with its regional benchmarking studies contributed to improved capacity of pension supervisors to facilitate development of institutional investors in the PFS Beneficiary Countries and to manage a potential crisis in the pension sector. Both training programs addressed crisis management and supervision overall, which is important to facilitating and developing institutional investors.
The first training program impacted 22 participants 16 countries [three from Ukraine, two each from Bulgaria, Kazakhstan, Moldova and Romania and one each from Albania, Armenia, Austria, Czech Republic, Denmark, Gibraltar, Latvia, Lithuania, Luxembourg, Serbia and Turkey].  In the second program, 17 people from PFS beneficiaries and 1 mentor country were trained, with overall participation of 23 people.
While USAID funds were not used for these programs, all program materials for the Warsaw program featured the USAID logo. 

	Improved capacity of pension supervisors in crisis management in the pension sector
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Concluding remarks
PFS conducted three targeted activities to improve pension funds supervision in the target region and contribute to increased harmonization of policies and practices with international standards.  
First, PFS compiled and published a research paper on the status of pension systems in SEE and Eurasia including a case study about Croatia’s pension reform and the development of institutional investors. As further presented in the tables 1 and 2, after this initial pension sector assessment, in 2011 and 2012 in collaboration with partner organizations, PFS successfully co-organized / supported two regional pension fund supervision training programs for 45 total participants from this highly specialized field.
The most important partner organization for carrying out the outlined activities was Toronto Centre Leadership for Financial Supervision, a specialized, donor-funded training provider for high level officials from global financial supervisory authorities. Regional co-hosts for the training programs were Poland’s Training Initiative for Financial Supervisors (established in the late 1990s with USAID support) and the Central Bank of Armenia.  PFS’ total cost for this regional initiative was $15,000.  In terms of cost sharing, PFS brought together the partners that paid for the training programs in full, while PFS paid for the regional pensions research paper.    
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