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)) PFM Strategy 2023-2030 1sin placeby whichthe governmenthascommitted

) Revisedhe Instruction No 5 (rotocol 3352,
RIF USSR CSONMXzZE NB HmMZ
the instruction ofthe Minister ofFinanceno.
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for the preparation presentation and i
reportingof annual financial statementef | /
generalgovernmentdzy A (i & ¢ ® i
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)) Revisedthe manual on workflows of
treasury system ancegulation onthe
organization and functioning dlhe
TreasuryBranches

)) Theregulationon the organizationand functioningof
the Ministry of Financehas been revised after the
restructuringby separatingthe Ministry of Economy,
which determined the PIFC Harmonization
Directorateis responsiblefor drafting the accounting
methodology, while the Treasury Directorate Is
responsiblgor implementingthis methodology

to transitioning on the modified accrualbasisof accountingaligned with
H n H [InternationalPublicSectorAccountingStandardgIPSAS) Annex

Theyear 2022 markeda safereturn, the satisfactory
pace of reforming and improving the PFM, after a
temporary slow down of this trend asa result of the
necessarymeasurestaken for the managementof
»> the shocksfrom the earthquakeof November2019
the COVIpandemicn 2020andduring 2022, that of
the energycrisisand 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
appropriatehumancapacities
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Theimprovementon GGaccountingprocesseshasbeen affected
by staffing challenges,particularly due to the positions of the
experts of treasury operations who monitor the accounting
processesToaddresshis, MoF hastakentemporary measuredo
fill the vacanciesandtrain new staff.
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Accountings currently done on anodified cash basiby AGFIS| \ A lack of public trust in financiegporting @
(with elements of accruals regardiagsets/ liabilities). - canundermine the economy

Financial accounting information is communicated through financial state[l
whichimpact the level of transparency and macroeconomic analysis. e

A

a.ﬁ MDAs (CG) and local government units (LG) conduct accounting and financial statements:
» In AGFIS on a modifi@dshbasis 20 budget organizations are direct users of AGHHe others through TDOSs);

» In paralleiwith AGFI®n a modifiedaccrualbasis by:

D \é
2l »> Local accounting software (Finance 5, ALPHA, &
® @ ®> Local IT systems (spreadsheets, etc.) ALPHA

AGFIS is standard accounting softwaréwith doubleentries) andit is extendedwith 5 Bls during 2023 (before there welb BlS.

Currently C&LG (lowest level units) submit financial statements to TDOs thn@migphortal 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 Treasuty ©2 Yy 4 Q 5 S LJF N

Theaccessf Budgetinstitutions to the Web Portal - ElectronicArchive exceededexpectationg86 Bls) An additionalnumberof 144 new institutions
are linkedto the ElectronicArchiveduring 2024 bringingthe total numberof institutionsto 800.

Theconsolidationprocessis not yet full automatedby AGFISor generalgovernmentfinancialstatements,it is semrautomatedand requiresadditional
manualoperations(migration of the datafrom manualsystem,or systemdanterfacefrom outside AGFISAnnex)

Methods of AccountingUsed

Budget institutions (other systems) Treasury (AGFIS)

Central level Local level
Modified Accrual Modified Accrual Modified cash




GG accounting processing by AGFIS

®> |t is iImproved periodically the presentation of budget information in the consolidated financial staterAanex.

Planning < Budget Cycle > il

Reporting  ®>  Thekeyto reportingin governmentis to ensurefinancialand
Budget Budget Execution \ Accounting ] other transactionsare capturedand classifiedin a coherent
\ \ } | and useful way:. Thgre IS In place the unified chart of
Budget Chart of accounts(UCoA),which allow report_s to be producedand

Classification R Accounts tailoredfor different stakeholderequirements

So,we can enhancethe reporting frameworksso quickly in
response of all changes The codes of chart of accounts

Atﬁgg'ef_””“”re Sl Aﬁggﬁ;m‘gffbe consistin 7 digits level from which the first 3 digit are the

AEnables multidimensional summarised andeported same with budget structure (economic classification) Any

budgetanalysis. ,--"‘) AEnables financial changes in economic classification of annual approval

ABasis for budget | ST budget/revisedbudget is reflected automaticallyin chart of

management aneéxecution. accounts (last 4 digits detail the accounting events
transactionsby cases.

Segment structure of UCo0A In AGFIS

Entity | MDAs | Institution | Geographic Fund Program Product | Economic
Source

Concerningnternational standards we have mapped with classification GFSM2014f IMF to produce the financial statements of GFS
(published:https://financa.gov.al/gf$¢). Recently, we have workemh a uniqgue databasdo generate the consolidated information of
INSTAK BoA- MoF by ESAlfor EUROSTAT atd-SM14 for IMF




;‘\5}9 Recentlybudget performance statement (consolidatedfiscal indicatorstable) has
been harmonizedwith respectivedata of GFS(2021-:20232024 yearg)data) by
International standardof IMF in accrualbasis(time seriesmethod, etc.), specially
within the context of EDPreporting (with AIGC3®Yy MS AccesdasedSQLgueries,
whichsimulatethe line-by-line OBLrecordingsyntaxasprovidedby the MoF). >

E?&% Also, proceduresare being developedto compile cashand accrualdata. Thisis
becausethe ESA2010 and GFSM2014 compilation procedurecurrently usesthe
accrualdataasa startingpoint.

*> Forinstance, if expenditure related to goods and servicas beverified against outstanding invoice data linked to the A@H$Ilata will fall in linewith
ESA2010 and GFSM 2014 methodology. Likely, only the-easirded value added tax dagae suitablefor compiling ESA 2010 and GFSM 2014 data us

the socalledtime-adjustedmethod - Annex

Comparing the fiscal balance simulated by

MS Access version with official AGFIS output

In millions of ALL [A] MS Access - OBL [B] AGFIS - OBL [A] - [8]
al Q2 Q3 04 a1 Q2 Q3 Q4 Qal Q2 Qa3 Q4
110 Total Revenue 108,222 117,893 117,744 116,490 108,223 117,892 117,744 116,490 -1 1 0 0
120 Grants 794 1,243 1,256 5,517 794 1,244 1,256 5,517 0 -1 0 0
140 Tax Revenue 101,552 110,659 111,18 102,874, 101,553 110,658 111,186 102,873 -1 1 0 1
145 From Tax Offices and Customs 72,773 77,615 81,046 73,324 72,772 77614 B8l046 73,324 1 1 0 0
215 Revenues from local Government 4,909 8,548 3,541 4,104 4,909 8,048 2,941 4,103 0 0 0 1
265 Social Insurance Contributions 23,870 24,495 24,600 25446 23,871 24495 24600 25,446 -1 0 0 0
280 Nontax Revenue 5,876 5,991 5,302 8,099 5,876 5,991 5,302 8,099 0 0 0 0
500 Total Expenditure 104,590 124974 117,617 144,716; 104,590 124,973 117,617 144,717 0 1 0 -1
510 Current Expenditure 95,343 104,761 104,347 112,401} 95,342 104,761 104,348 112,400 1 0 -1 1
515 Personnel 18,306 19,384 19,551 19,720{ 18,307 19,385 19551 19,721 -1 -1 0 -1
529 Interests 9,525 6,894 8,976 9,749 8,525 6,894 8,976 9,749 0 0 0 0
530 Operational and Maintenanc 9,027 12,571 10,409 15,206 5,028 12,570 10,410 15,207 -1 1 -1 -1
560 Subsidies 358 188 241 634 359 188 241 633 -1 0 0 1
569 Social Insurance Outlays 40,017 42,859 45,359 47,.394; 40,017 42,858 45,359 47,394 0 1 0 0
590 Local budget expenditure 12,667 16,489 13,276 13,794] 12,667 16490 13,276 13,794 0 -1 0 0
600 Other Expenditure 5,442 6,377 6,535 5,904 5,441 6,377 6,935 5,903 1 0 0 1
630 Capital Expenditures 9,247 20,176 13,254 32,315 5248 20,176 13,254 32,315 -1 0 0 0
900 Deficit - cash 3,633 -7,081 127 -28,227 3,633 -7,081 126 -28,226 0 ] 1 -1

}%3‘}‘ There has been an update for the bridgetween theinstitution code and both the ESA 2010 and GFSM 20t 4he additionof newcodes.

}3}% Finally, the comarisonline-by linebetween theoutcomes of thebudget performance statementata with theESA 201@nd GFSM 2014lata shows
that revenue items, expenditurdemsand financing items aligwell for 202120222023 years.

Eﬁ&% The data ofextra-budgetaryunits transaction araeported in GFS from INSTAT, but it iIs needed further improvement in these data compilation.

After the recentimprovementsthe translation to ESA 2010 and GFSM 204 4ully reconcilablan the most cases

AIGCIg Albania Integrated Government Financial Statistics Information System
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Referringto WB report on the enhancementof Albanianpubﬁ(:\\

The improvement of asset managementis

sector financial reporting, as concernsthe methodologiesof _ _

IPSARR GFSM considerableoverlapsand broad similaritiescan directly linked to the secondphaseof IPSAS
be detected,at the sametime important conceptualdifferences Implementation This phase began in 2024
remain with consultants engaged in drafting the

regulatory framework based on [IPSAS
iIncludingthe law on public sectoraccounting,
Instructions and manuals on financial

transactions
GeneralDirectorateof Treasuryhascontinuedits efforts to

facilitate the migration and entry of assetdata into AGFIS
by online Blsand perform the necessarychecks During
the year 2024, the data for fixed assetswere successfully
migrated to the live environmentof AGFISor the 2 Bls
with direct accesg2o AGFISElIbasanMunicipality and the
GeneralDirectorateof Water Supplyand Sewerage)

level concept that model is used for
servesthe purpose g accountability — and
of macro economic decisionmakingat an

analysisand policy tehntityhlelvel,finc:ludind
making € whole of govern-

ment reporting entity

M

It iIs Important to note, however,that the different methodologiesproduce
different sets of financial information and one accrual concept cannot
replacethe other, but rather complementat.

AGFIShas two modules of the Master Ledger one in accrual basis of
accountingand the other on cashbasis(schemeon Annex) AGFIS®nsures
dailyautomaticconsolidationof the recordedtransactiondataof C&LG il

It IS ensuredthe production of regularreports on arrear«€
age, stock and paymentsvalue to the MOF aimed at the

elimination of arrears as well as prevention of their

reoccurrenceto reduce the large volume of hidden debt

(through multi-year commitment controls)

*




GG accounting processing & Future progress

strengthenng ofthe fiscal discipline.

)) Performance indicatono. 11 for financial statementsnproved for 2024as a result ofrainings anc

Performance Indicator 2024 Spending units Ratingwith points
Plno.11 3.2%eVvaluatedO points
S o 0.5%evaluatedl point
Submission/signing within 062 ; _
deadline for submitting financial 1%evaluated2 points
statements according to the 30%evaluated3 points
applicable legal framework. 65.3%evaluatedd points

Future progress

o> Migration to International standards,
supported by advancements In
technology, Institutional frameworks,
personnel training, and financial
resourcesyepresentsa critical challenge

® The further Improvements will consist In
development of regulation and dza S Ma&Enal of

AGFISor implementingaccrualaccounting

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

compilation for GFSM14 ESA10

®> Aligning accounting reform \
with PFMcontrol/audit

reforms.
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Implementing IP.

Participation

Rule of Law Transparency

Responsiveness GOOD Consensus

GOVERNANCE Oriented

Effectiveness

and Efficiency Accountability

Presentedoy. Elson Beleshi
Expert



Albania’s Commitment to IPSA

The Governmentof Albania is committedto gradualintroduction of a modernsystemof public
sectoraccountingoasedn internationalktandards

Thepurposeof thiscommitments to achievetwo mainobjectives

Developmentof public sectoraccountingand financial reportingin complim

with theInternationalPublic SectorAccountingStandard$IPSAS) P

‘ Developmentof professionalkcapacitiesand skills in the field of accountingfor

o= theMinistry of Financeandfor the public sectoraccountants




Expected results of IPSAS adoption

i ) Presentationof financialstatementsin accordancewith selectediPSAStandart m

Q“ Improvedquality of accounting statisticalandfinancialreporting

Assets
Revenue
Liability
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Finance

X Improvedtechnicalcapacityof stakeholdersasfollowing:

‘k &\ )) Structuresn chargeof PublicAccountingulesimplementation

»> I1he FinancialReportingUnit of TreasuryOperationsDepartmentin General Directorate of Treasury
within Ministry of Financg MoF),

®> TreasunDistrictsOffices,
»> GeneralGovernmentJnits

)) Structurein chargeof PublicAccountingnethodology
®> CentralHarmonizationUnit of MoF

with aimto improvethe quality of publicsectorfinancialreportingin compliancewith internationalstandards

Expenses
Balance Sheet
Statements
Transactions
Depreciation

O . Developmentot a sustainablepublic sector accountingqualificationcompatiblewith international
/ i good practices and improved understandingand applicationof relevant accountingstandardsby
practitionersand publicsectorauditors

Greaterawarenesf the benefits of improved public sector accountingand financialreporting by
stakeholderggovernmentofficials,politicians,mediaand civil societyorganizations 12

I
()
&




Albania’s approach to IPSAS adoption

Partial adoption of IPSAS:
Nationalpublic sector GAAP Is modified and/or

newpublic sector GAAP is issugtatis consistent - | 2
with selected parts of selected IPSAS  The currentapproachprovides

accountants with concrete,
specific and clear accounting
principles to ensure
unambiguousunderstandingpf
requirementsand avoid any
Why this Is the inconsistencies in  the
preferredapproach? "application of the accounting
standards Some of the
original IPSAS are not
aligned with the local
country approach  and
cultural expectationgegarding
theaccountingcases

P.S.:Public accountingis currently done on a cash basis with elements of accruals regarding assets habilities. 2?7



PFM reform objectives

Accounting ..

A Goal by 2030 Preparatiorandpublicationof

ASSel management

consolidated financial statements in A Complete registration and accurate
compliancewith IPSAS valuationof all public assetdy 2030
A AGFIS as key information system for
accountingandtreasuryoperations A Ensure asset managementaligns fully
A Transitionfrom currentaccountingpractices with —adopted accounting standards
to accrual accounting based on IPSAS (IPSAS)
standards
i. Developand enact new public accounting A Establish consolidated and accurate
law and related regulations/manuals public asset registry integrated into
iI. Institutionalizecontinuous capacity AGFIS

building and certification for public
accountants



Albania’s IPSAS adoption - Timeline

Phase 2 - Transition

- CSAP

-The strategy for
change
management and
communication

Phase 3 -Integration

2023 > 2024 > 2025

2026

2027

Phase 1 - Preparation
2019 > 2020-2022 >
- Gap Analysis

A\nalysis of Accounting
Principles

A\ccounting Policies
APSAS Trainings

Mrofessional Education

/\ -Law, guidelines, A
manuals

AStructural changes

of accounts
/System changes

- Initial opening

A\pplication on

an accrual basis

Mata collection and
preparation for the initial
opening of accounts

Interim financial

statements (for
the first time)

Adoption of functions and systems

PED
A

The complete
package of
financial
statements
(IPSAS 33)




Achievements of the reform to date

@ Translation of IPSAS standards into Albanian

Preparation of the instructions based on accrual accounting, regarding:

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

ol k,
«V““' Train the Trainers program on public sector financial reporting and accounting based o2& paEcipants).
4

aff tra:n/f,

i

Massive trainings for accountants and financial officers regarding financial reporting and public sector accounting

on IPSAS (400 accountants).




Implementingthe necessarylegal changesto remove obstaclesto the initiation of
1 the new accountingmethodologyand the preparationof financialstatementsbased
on IPSAQwithin the year2026).

Creating new functions and capacitieswithin the structure responsiblefor the
treasury and the structure responsiblefor the accountingmethodology,to ensur
2 accuratefinancial reporting by public institutions, basedon IPSASwithin the year

2025).
-_-

Action Plan




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 2225/).

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 regardintPSAX process initiated during thgojectand which must

be completed during the new project (by the year 2027).




Challenges

. roltiCal/ vianagerial

A Accountingreform/asset managementreform is not seen as being as politically interesting as
budget,tax, debt, procurement,etc.;

A Activeinvolvementof top management
A Thepoliticallandscapechangesandtop managementhange

& ‘ Structural/organizational
A ABigchallengeto motivate and managethe stakeholders

AResistancdérom stakeholdersasit meanssignificantchangedor them.

Capacity

ABuildingexpertise

A Lackof the technicalinformation neededandthe lackof professionaktapacities
Alncreasinghe CHUcapacitiesn orderto developaccountingnethodologiesand developCPD



Overcoming the challenges & obstacles encountered

A Developinga changemanagemenstrategy;
A Continuouscommunicatiorand engagementwhichis crucialin this process
Political, A Awarenessaisingto Ministryof CA y | ¥ddS<Ri
Managerial & A Establishing steeringcommitteeand project managemenstructures
Organisational A Engagemenandcommunicationwith the stakeholders

A Important participantsof stakeholdersand beneficiariesn the SteeringCommittee
Also,hadthem participatein projectactivities

A Firstactivitieswere relatedto increasingcapacitieswithin the

project implementationteam, with World Bank,ACCAIPSASFRSPFM and CIPFA
(beforethis project);

A Establishingiteamthat hadthe most capacity

Capacity &
People



