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II - IPSAS Adoption in Albania:

Á Commitment

Á Expected results

Á Approach

Á Alignment with the PFM Strategy

Á Achievement

Á Action plan & timelines by PFM Strategy

Á Challenges

I - General government (GG) accounting processing by AGFIS

Content
Public Accounting as a 

measurement & communication process 
is άŀ ƭŀƴƎǳŀƎŜ ƻŦ ƎƻǾŜǊƴƳŜƴǘ ōǳǎƛƴŜǎǎέ

The scope of reform 

includes transition to a 

broader use of elements 

of accrual accounting and 

introduction of public sector 

accounting standards aligned 

with IPSAS.
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Revised the Instruction No. 5 (protocol 3352), 
ŘŀǘŜŘ CŜōǊǳŀǊȅ нмΣ нлнн άhƴ ǎƻƳŜ ŎƘŀƴƎŜǎ ǘƻ 
the instruction of the Minister of Finance no. 
8, ŘŀǘŜŘ aŀǊŎƘ лфΣ нлму άOn the procedures 
for the preparation, presentation and 
reporting of annual financial statements of 
general government ǳƴƛǘǎέΦ 

The regulation on the organization and functioning of 
the Ministry of Finance has been revised after the 
restructuring by separating the Ministry of Economy, 
which determined the PIFC Harmonization 
Directorate is responsible for drafting the accounting 
methodology, while the Treasury Directorate is 
responsible for implementing this methodology.  

The year 2022 marked a safe return, the satisfactory 
pace of reforming and improving the PFM, after a 
temporary slow down of this trend as a result of the 
necessary measures taken for the management of 
the shocks from the earthquake of November 2019, 
the COVID pandemic in 2020 and during 2022, that of 
the energy crisis and the impact of price increases, 
which led to significant negative effects on the 
economy, making it difficult  to achieve the set 
objectives; also, due to involvement of the 
appropriate human capacities. 

Revised the manual on workflows of 
treasury system and regulation on the 

organization and functioning of the 
Treasury Branches.  

The improvement on GG accounting processes has been affected 
by staffing challenges, particularly due to the positions of the 
experts of treasury operations who monitor the accounting 
processes. To address this, MoF has taken temporary measures to 
fill  the vacancies and train new staff.

PFMStrategy2023-2030is in place by which the government has committed 
to transitioning on the modified accrual basis of accounting aligned with 
International Public Sector Accounting Standards (IPSAS) ς Annex.
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Budget institutions  (other systems) Treasury  (AGFIS)

Central level Local level

Modified Accrual Modified Accrual Modified cash

Currently C&LG (lowest level units) submit financial statements to TDOs through web portal maintained by the MoF/Treasury; before in manual form 
(protocolled hard copy) to TDOs; while the consolidated financial statements (higher level units) are submitted to Treasury OperŀǘƛƻƴǎΩ 5ŜǇŀǊǘƳŜƴǘΦ

The consolidation process is not yet full automated by AGFIS for general government financial statements, it is semi-automated and requires additional 
manual operations (migration of the data from manual system, or systems interface from outside AGFIS-Annex).

In AGFIS on a modified cash basis (20 budget organizations are direct users of AGFIS, the others through TDOs); 
In parallel with AGFIS on a modified accrual basis by:
 Local accounting software (Finance 5, ALPHA, etc.),
 Local IT systems (spreadsheets, etc.)

Accounting is currently done on a modified cash basis by AGFIS
(with elements of accruals regarding assets/ liabilities).

A lack of public trust in financial reporting 
can undermine the economy.

Financial accounting information is communicated through financial statements, 
which impact the level of transparency and macroeconomic analysis.

AGFIS is a standard accounting software (with double entries) and it is extended with 5 BIs during 2023 (before there were 15 BIs).

MDAs (CG) and local government units (LG) conduct accounting and financial statements: 

The access of Budget Institutions to the Web Portal - Electronic Archive exceeded expectations (86 BIs). An additional number of 144 new institutions 
are linked to the Electronic Archive during 2024 bringing the total number of institutions to 800. 

Methods of Accounting Used 



ÅLegal structure of the 
budget.
ÅEnables multidimensional 

budget analysis.
ÅBasis for budget 

management and execution.

ÅEnables multiple 
transactions to be 
summarised and reported

ÅEnables financial 
statements

It is improved periodically the presentation of budget information in the consolidated financial statement - Annex. 

The key to reporting in government is to ensure financial and 
other transactions are captured and classified in a coherent 
and useful way. There is in place the unified chart of 
accounts (UCoA), which allow reports to be produced and 
tailored for different stakeholder requirements.

Organization Entity MDAs Institution Geographic
Fund 

Source
Function Program Project Product Economic

Segment structure of UCoA in AGFIS

So, we can enhance the reporting frameworks so quickly in 
response of all changes. The codes of chart of accounts 
consist in 7 digits level from which the first 3 digit are the 
same with budget structure (economic classification). Any 
changes in economic classification of annual approval 
budget/revised budget is reflected automatically in chart of 
accounts (last 4 digits detail the accounting events 
transactions by cases).

Concerning international standards, we have mapped with classification of GFSM2014 of IMF to produce the financial statements of GFS 
(published: https://financa.gov.al/gfs/). Recently, we have worked on a unique database to generate the consolidated information of 
INSTAT ς BoA - MoF by ESA10 for EUROSTAT and GFSM14 for IMF.
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Recently budget performance statement (consolidated fiscal indicators table) has 
been harmonized with respective data of GFS (2021-2023-2024 yearsΩ data) by 
international standard of IMF in accrual basis (time series method, etc.), specially 
within the context of EDP reporting (with AIGCS by MS Access-based SQL queries, 
which simulate the line-by-line OBL recording syntax as provided by the MoF).

Comparing the fiscal balance simulated by 

MS Access version with official AGFIS output

In millions of ALL

For instance, if expenditure related to goods and services can be verified against outstanding invoice data linked to the AGFIS this data will fall in line with 
ESA 2010 and GFSM 2014 methodology. Likely, only the cash-recorded value added tax data are suitable for compiling ESA 2010 and GFSM 2014 data using 
the so-called time-adjusted method - Annex.

Also, procedures are being developed to compile cash and accrual data. This is 
because the ESA 2010 and GFSM 2014 compilation procedure currently uses the 
accrual data as a starting point. 

___________________________________________________
AIGCIS ς Albania Integrated Government Financial Statistics Information System 

There has been an update for the bridge between the institution code and both the ESA 2010 and GFSM 2014 for the addition of new codes.

Finally, the comparison line-by line between the outcomes of the budget performance statement data with the ESA 2010 and GFSM 2014 data shows 
that revenue items, expenditure items and financing items align well for 2021-2022-2023 years.

The data of extra-budgetary units transaction are reported in GFS from INSTAT, but it is needed further improvement in these data compilation.  

After the recent improvements the translation to ESA 2010 and GFSM 2014 is fully reconcilable in the most cases.
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General Directorate of Treasury has continued its efforts to 
facilitate the migration and entry of asset data into AGFIS 
by online BIs and perform the necessary checks. During 
the year 2024, the data for fixed assets were successfully 
migrated to the live environment of AGFIS for the 2 BIs 
with direct access to AGFIS (Elbasan Municipality and the 
General Directorate of Water Supply and Sewerage).

The improvement of asset management is 
directly linked to the second phase of IPSAS 
implementation. This phase began in 2024, 
with consultants engaged in drafting the 
regulatory framework based on IPSAS 
including the law on public sector accounting, 
instructions and manuals on financial 
transactions.

It is important to note, however, that the different methodologies produce 
different sets of financial information and one accrual concept cannot 
replace the other, but rather complements it. 
AGFIS has two modules of the Master Ledger: one in accrual basis of 
accounting and the other on cash basis (scheme on Annex). AGFIS ensures 
daily automatic consolidation of the recorded transactions data of C&LG.

Referring to WB report on the enhancement of Albanian public 
sector financial reporting, as concerns the methodologies of 
IPSAS & GFSM, considerable overlaps and broad similarities can 
be detected, at the same time important conceptual differences 
remain: 

GFS is a macro-
level concept that 
serves the purpose 
of macro economic 
analysis and policy 
making.

IPSAS as a micro-
model is used for 
accountability and 
decision making at an 
entity level, including 
the whole of govern -
ment reporting entity

It is ensured the production of regular reports on arrearsΩ 
age, stock and payments value to the MOF aimed at the 
elimination of arrears as well as prevention of their 
reoccurrence to reduce the large volume of hidden debt 
(through multi-year commitment controls)

03
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Performance indicator no. 11 for financial statements improved for 2024 as a result of trainings and strengthening of the fiscal discipline.

Migration to international standards, 
supported by advancements in 
technology, institutional frameworks, 
personnel training, and financial 
resources, represents a critical challenge.

Aligning accounting reforms 
with PFM control/audit 
reforms.

The further improvements will  consist in 
development of regulation and ǳǎŜǊǎΩ manual of 
AGFIS for implementing accrual accounting.

Performance Indicator 2024 Spending units Rating with points

PIno.11

   Submission/signing within 
deadline for submitting financial 
statements according to the 
applicable legal framework.

962

3.2% evaluated 0 points

0.5% evaluated1 point

1% evaluated2 points

30% evaluated3 points

65.3% evaluated4 points

To automate the generation of reports for 
financial statement by IPSAS and data 

compilation for GFSM14 ς ESA10.

Accrual
Accounting

Future progress
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The Government of Albania is committed to gradual introduction of a modern system of public 

sector accounting based on international standards. 

The purpose of this commitment is to achieve two main objectives:

Development of public sector accounting and financial reporting in compliance 

with the International Public Sector Accounting Standards (IPSAS); 

Development of professional capacities and skills in the field of accounting for 

the Ministry of Finance and for the public sector accountants.



Presentationof financialstatementsin accordancewith selectedIPSASstandards.

Improvedqualityof accounting,statisticalandfinancialreporting

Improvedtechnicalcapacityof stakeholdersasfollowing:

Structures in charge of Public Accounting rules implementation: 

The FinancialReportingUnit of TreasuryOperationsDepartment in GeneralDirectorate of Treasury
within Ministry of Finance(MoF),

TreasuryDistrictsOffices,

General Government Units.

Structure in chargeof PublicAccountingmethodology:

Central Harmonization Unit of MoF.

with aim to improvethe qualityof publicsectorfinancialreportingin compliancewith internationalstandards.

Developmentof a sustainablepublic sectoraccountingqualificationcompatiblewith international
good practices; and improved understandingand applicationof relevant accountingstandardsby
practitionersandpublicsectorauditors.

Greaterawarenessof the benefitsof improvedpublic sectoraccountingand financialreporting by
stakeholders(governmentofficials,politicians,mediaandcivilsocietyorganizations. 12



The current approach provides 

accountants with concrete, 

specific and clear accounting 

principles to ensure 

unambiguous understanding of 

requirements and avoid any 

inconsistencies in the 

application of the accounting 

standards. Some of the 

original  IPSAS are not 

aligned with  the local 

country approach and 

cultural expectations regarding 

the accounting cases.

There is a list with 

consistencies and inconsi- 

stencies between Albanian 

public sector GAAP and 

IPSAS for each standard. 

Also, not all the IPSAS 

standards are relevant for 

the Albanian context and 

not all the parts of a 

standard are applicable in 

the Albanian context. 

Why this is the 

preferred approach?

Partial adoption of IPSAS: 

National public sector GAAP is modified and/or 

new public sector GAAP is issued that is consistent 

with selected parts of selected IPSAS.

P.S.: Public accounting is currently done on a cash basis with elements of accruals regarding assets and liabilities.???



ÅGoal by 2030: Preparation and publication of 

consolidated financial statements in 

compliance with IPSAS

ÅAGFIS as key information system for 

accounting and treasury operations

ÅTransition from current accounting practices 

to accrual accounting based on IPSAS 

standards:

i.  Develop and enact new public accounting 

law and related regulations/manuals

ii. Institutionalize continuous capacity 

building and certification for public 

accountants

Accounting
Asset management

ÅComplete registration and accurate 

valuation of all public assets by 2030

ÅEnsure asset management aligns fully  

with adopted accounting standards 

(IPSAS)

ÅEstablish consolidated and accurate 

public asset registry integrated into 

AGFIS



2019 2020-2022 2023 2024 2025 2026 2027 2028

- CSAP

 - The strategy for 

change 

management and 

communication

- Gap Analysis

ÅAnalysis of Accounting 

Principles

ÅAccounting Policies

ÅIPSAS Trainings

ÅProfessional Education

- Law, guidelines, 

manuals

ÅStructural changes

ÅSystem changes

ÅData collection and 

preparation for the initial

opening of accounts

- Initial opening 

of accounts

ÅApplication on 

an accrual basis

Interim financial 

statements (for 

the first time)

The complete 

package of 

financial 

statements 

(IPSAS 33)

Adoption of functions and systems

Phase 1 - Preparation Phase 2 - Transition Phase 3 -Integration



Translation of IPSAS standards into Albanian.

Preparation of the instructions based on accrual accounting, regarding: 

Inventory, Expenses, Provisions, Long-term assets, Employee benefits, Revenue, Financial instruments, Reporting and 
presentation of FS, Consolidation.

Train the Trainers program on public sector financial reporting and accounting based on IPSAS (28 participants). 

Pilot the first-time training of the finance and accounting staff in central government institutions on public sector 
accounting and financial reporting based in IPSAS (100 accountants from about 20 different institutions). 

Massive trainings for accountants and financial officers regarding financial reporting and public sector accounting based 
on IPSAS (400 accountants).
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1

2

Implementing the necessary legal changes to remove obstacles to the initiation of    
the new accounting methodology and the preparation of financial statements based 
on IPSAS (within the year 2026).  

Creating new functions and capacities within the structure responsible for the 
treasury and the structure responsible for the accounting methodology, to ensure 
accurate financial reporting by public institutions, based on IPSAS (within the year 
2025).
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3

4

Providing technical assistance and capacity building for the Ministry of Finance and 
budgetary institutions in drafting opening balances and preparing draft financial 
statements based on IPSAS. (years 2025-2027).

Continuing the enhancement of theoretical and practical capacities as well as 
professional development for around 1,500 accountants and internal auditors in the 
public sector regarding IPSAS, a process initiated during this project and which must 
be completed during the new project (by the year 2027).



ÁAccounting reform/asset management reform is not seen as being as politically interesting as 

budget, tax, debt, procurement, etc.;

ÁActive involvement of top management;

ÁThe political landscape changes and top management change.

Political/Managerial

Structural/organizational

Capacity
ÁBuilding expertise;

ÁLack of the technical information needed and the lack of professional capacities;

ÁIncreasing the CHU capacities in order to develop accounting methodologies and develop CPD.

ÁBig challenge to motivate and manage the stakeholders;

ÁResistance from stakeholders as it means significant changes for them. 
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Á Developing a change management strategy;

Á Continuous communication and engagement, which is crucial in this process; 

Á Awareness raising to Ministry of CƛƴŀƴŎŜΩǎ leadership;

Á Establishing a steering committee and project management structures;

Á Engagement and communication with the stakeholders;

Á Important participants of stakeholders and beneficiaries in the Steering Committee; 

Also, had them participate in project activities.

Political,

Managerial &

Organisational

Á First activities were related to increasing capacities within the 

project implementation team, with World Bank, ACCA (IPSAS, IFRS, PFM) and CIPFA 

(before this project);

Á Establishing a team that had the most capacity.

Capacity &

People


