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Introduction - |

An effective Treasury system is a key element in improving financial management and consolidated reporting,
to support better decision and building the accountabllity in Government.

Albanian government is progressing in the process of building up such system and useful analytics tools to improve budget
execution.

Financial accounting information is communicated through financial statements, which impact the level of transparency and
macroeconomic analysis. A lack of public trust in financial reporting can undermine the economy.

A specific pillar is included in PFM Strategy to improve financial reporting through AGFIS.

AGFIS Is a standard accounting software with double entries, and it remains the key system-based tool for controlling
and monitoring revenues and expenditures of central and local government. The users consist in 36 TDO and departments
of Ministry of Finance (Treasury, Budget, Debt). It is extended with 20 Bls.

AGFIS has two modules of the Master Ledger : accrual and cash basis of accounting (scheme on Annex).

Prebuild consolidation formulas and FSGreports of budget implementation in AGFIS

AGFIS ensures daily automatic consolidation of the recorded transactions data of the central government (CG) & LG.

MDAs (CG) and local government units (LG) conduct accounting and financial statements:
> In AGFIS, on a modified cash basis;

”In parallel with AGFIS, on a modified accrual basis by: (i) Local accounting software (Finance 5, ALPHA, etc.), or (i)
_ocal IT systems (spreadsheets, etc.).

The unified chart of accounts (UCo0A) Is In place, which allows reports to be produced and tailored for different
stakeholder requirements. The codes of chart of accounts consist in 7 digits level from which the first 3 digits are the same

with budget structure (economic classification). Any changes in economic classification of annual approval/revised budget
IS reflected automatically in chart of accounts (last 4 digits detail the accounting events transactions by cases).



Introduction - Il

The consolidation process is not yet full automated by AGFIS for general g o v e r n rimancialGtatements. It Is semi-

automated and requires additional manual operations (migration of the data from manual system, or systems interface
from outside AGFIS-Annex).

il

The budget performance statement (consolidated fiscal indicators table) is harmonized with respective data of GFS (2021-2023-
2024 y e a datap by the international standard of the IMF on accrual basis (time series method, etc.), especially 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). The data of extra-budgetary units' transaction are reported in GFS from INSTAT, but further
Improvement in these data compilation is needed.

There i1s manual on workflows of treasury system and regulation on the organization and functioning of the TDOs. The procedures
based on Instruction No. 9, dated March 20, 2018 n O standard procedures on budgeti mp | e me nAceotnting s based on
the Instruction No. 5 (protocol 3352), dated February 21, 2022 h O some changes to the instruction of the Minister of Finance no.

8, dated March 09, 2018 n O the procedures for the preparation, presentation and reporting of annual financial statements of
general governmentu ni.t s O

=

Transparent tendering process of public funds using the information system of public procurement (e-procurement).
Accurate information and time savedon public debt management process 0 DMFASforeign and domestic debt).
Transparency throughout budget execution (what, by whom, when). PFMrules are technically translated into the

systems, hence ensures that transactions execution and their accounting can only be made In line with the
applicable rules.



Steps to manage the transactions by AGFIS I

Planning <:

Budget Cycle

Financial

)

Reporting

Accounting

}

e-procurement Budget Budget Execution
e-commitment \ J \
e-invoice |
e-payroll
pay Budget —
Classification I
Stage 1 Requisition Stage- Likely to

- REQUISITION Decision to

(O - COMMITMENT Purchase- Pre- ‘-
- LIABILITIES commitment
O - EXPENDITURES
- PAYMENTS "
Stage 2
Stage 3 Purchase Order )
Goods or Services (legal obligation) ‘
Delivered l_
‘ Liability
Stage 4 Recognised- -.
Correctly ‘ (financial
Rendered Invoice obligation)
received
Stage 5 i Yes
Payment Pending Stage 6 R
in Accounting - Payment Made on

Systems based on the Due Date

 Due date |

Budget exectition of-expenditurescs
transactions by contractual agreements

involve tendering processes
based on the value of goods
_md services to be purchased

! |

Funds Control/Budget
Commitment- Sets aside
funds so that money can not
be spent for other purposes

Accrual - Accounts
payable - Invoice

matched to purchase
order/commitment

Payment made on due
date recognised both on

an accrual and cash basis

Stage 7
Budget Arrears

Payments are overdue

|

Chart of e-financial statement
Accounts e-GFSM14+ESA10
Step 8
Close
Year-End

The ) Step 3
Accounting ot
Cycle —




Data Flows of Budgeting through AFMIS (managerial) and AGFIS (financial)

Budgeting on

AFMIS

1-Budget Planning : MDAs prepare their budget
proposals based on the relevant guidelines for budget
preparation issued by the Ministry of Finance.

The methodologyisii Mo d i ¢ashebda s L s O
2-Preparation of Budget Proposals in AFMIS: MDAs
enter their budget requests in the budgeting modules of
AFMIS on February of the previous year. The requests
Include:

AFMIS interacts

IObjectives -Activities -Costs -Performance Indicators with AGFIS

by the same level of N2-Budget DI st r I hrnuAGFIS

o transfer budget
programming data,
granulating by:

- Functional, economic &

3-Review and Negotiation : The Ministry of Finance
analyzes the budget requests in AFMIS and negotiates
with MDAs. . .
4-Preparation of the Final Budget : After approval, the [n;:gudt&%rtlsl classilicaton
Ministry of Finance prepares the final draft budget in _ 5 ces of financing.
AFMIS, which Is then sent for approval to the Parliament

(e-acts system ).

5-Approval by the Parliament after reviews. MTBPIs

approved in December of each year for three years on-

going.

6-Budget Monitoring and Reporting by sessions of

four months.

Abbreviations:

Accrual Basiss

_

AGFIS

The entire budget registration process consists of three
distinct steps:

1-Registration of the aggregate -level budget - It is
carried out semi-manually by the Ministry of Finance for the
MDA, and by the respective TDO for the LG.

2-Budget Distribution - It I1s recorded In the system as
journals in the General Ledger of AGFIS by the first
nierarchical level of Bls (Line Ministry/Municipality,). These
journals can be created manually or imported via Excel
documents, at the level of:

Government Entity -Line Ministry -Institution -Chapter -
Program -ltem-Treasury District Office -Project

AGFIS verifies that the amounts allocated at the detailed

level of Budget Execution Control are in compliance with

the Budget Law.

The Budget Distribution will be approved in the system by

the Bls itself. It goes through three stages:

»> Reqistration and 2 levels of Approval.

»> Then, transaction is approved by the Executing Officer

®»>Then the transaction is approved by the Approving
Officer within the first hierarchical level of Bls.

3-Execution of fund release formulas (with the purpose

of converting the created obligations into actual funds

available for use).

Budgetary Institutions [Ministries + Departments + Agencies (MDAs)/Municipality + Council of Region (LG)] - Bls



Data Flows of Cash Plans / Forecasts /| Management - |

l\| Cash is available when required; having the right amount of money, In right place, at right time, to meet g o v e r n mlgigatiogssin
the most cost-effective way. No other Bls operates bank accounts beyond Treasury oversight, all transactions electronically based.

accounts currently outside the Treasury Single
Account (TSA), specifically those managing foreign-
financed grant funds, Is progressing smoothly.

@ d Coverage of TSA: The integration of government
S

1-Strengthening Cash Forecasting and Monitoring Framework :
> Enhance daily cash forecasting processes across pilot Bls
”” Improve data consistency and support informed decision-making
»> |nstitutionalize inter-agency coordination for cash management

3-Training & Capacity Building: October  Training
Sessions with IMF Experts;

argeted Bls: Ministry of Education, Ministry of
Infrastructure and Energy, Municipality of Tirana;

2-CFAT Tool Deployment I’<)ey F.OCUS Areas: . ~ n

»> EXcel-based tool developed for daily cash forecasts > Distinction between nCas

»> Piloted with 9 CG units + Municipality of Tirana

> Data compiled via shared folder managed by Treasury
Operations Department

> Addressing operational constraints
> Ensuring accuracy and daily updates
» |Implementing new forecasting methodology.

5-SLA with Bank of Albania , approved on
4- nsti tuti onal Framewor k: Mi ni st er 0s June 2025, isrevisedto remunerate daily y
»> Establishes Inter-Institutional Working Group for Cash Forecasts (GCF) the TSA cash balance. Dally interest Is
» Approves regul ation for GCFOs or ga n collectedin the first day of each following |
> First meeting held on September 25th month. The cash bufier policy Is in place.



Data Flows of Cash Plans / Forecasts / Management - Il

6-GCF action plan during 2025 -2026::

»> Evaluate lessons learned from initial pilot Bls 7-Performance Monitoring Enhancements,  focus areas for CG Units:
»> Extend training to remaining Bls (covers 80% of budget) »> Deviations between forecasted and actual cash flows

»> Develop technigues for data consolidation and analysis »»> Unpaid legacy commitments and aging of arrears

»»> Draft guideline for real-time processing and reporting of »> Invoices paid beyond contractual due dates

consolidated CF data

9-Expected Outcomes: | e 8-Daily analysis of the actual cash forecast

»> Strengthened forecasting accuracy and operational discipline performance, broken down by key inflow items
»> Improved Iinter-institutional coordination (tax and customs revenues) and TSA outflows,
»> Real-time visibility into cash positions for better fiscal decision-making according to economic classification (top-down
»> Standardized reporting aligned with best practices approach). Forecasting errors are expected to

decrease progressively over time.

How to build a new cash forecasting model of GG (central / local government + special funds) with daily updated / roll over
? forecasting to better support analysis and decisions on financing; as well as redesign the layout of different reports to get

? one complex report data:
o (Year s=Y¥Y1+Y2+Y3=M1+M2+é€+M12=W1+W2+é&+W52=D1+D2+¢8€

with the possibility that changes in one day to be reflected automatically in the amounts of W+M+Y.
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forecasts &
Deriving top-down figures

Compiling & evaluating Preparing government
the data & developing daily cash plan & Outcomes
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disruptions

Investment of

Treasury

resources

_ efficiently
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Data Flows of Cash Plans / Forecasts /| Management - Il

\| How to build a new cash forecasting model of GG (central / local government + special funds) with daily updated / roll over forecasting;
as well as redesign the layout of different reports to get one complex report data in real time?

Annual cash
Forecasts

News:
Training
Bls sta

gottom-Up
inputs

Top- Top-
Down Down
Revision Revision

suttom-Up

Top-Down Revision
Historical
Analysis

News .
Technic Group
of Cash
Forecasts
chaired by
Treasury

Macro
xFiscalD



Data Flows of Debt

Interaction between Cash Management and Debt Management

How to get e -commitment data from DMFAS to AGFIS by schedules of invoicing for better cash flows forecasting?

There Is In place the IT system-DMFAS for entries the disbursement data of loans from foreign creditors.

Debt Department sends to the Treasury Department the information (excel sheets) on:

»»> Weekly and monthly forecast for borrowing in the domestic market and budget support;
»> Quarterly forecast for Government Securities Issuance Auctions;

»> Dally forecast of domestic debt payments for the current year (several times during the year), divided into maturities and
Interests;

»> Dally forecast of foreign debt payments according to currencies (updated during the year);

»  Monthly forecast of foreign debt payments in EURO.

»> Cash Flow Projections including forecasts of expected inflows and outflows over different time periods (daily, weekly,
monthly);

»>  Monthly liquidity reports including available cash and liquid assets and forecasting for the following month;

Treasury staff enters the monthly cash plans in AGFIS and daily cash flows forecasting in the CFAT database.
Debt staff enters invoices of debt services on daily basis which are processing in the same way with other transactions
of budget execution, as it will be presenting in the next slides.

)
Further analysis and addressing of debt and cash management issues Is discussing during the monthly meetings of the Debt and
Liquidity Management Committee , comprising of the representative of all stockholders.

J




3'99%'5% Processes through AGFIS

o Improvement of inputs and outputs of each process of budget execution to avoid manual recording and to proceed in real
time all transactions electronically based

Commitment data flows represent the lifecycle of planned expenditures before actual payment. They ensure budgetary control, transparency, and timely execution

Requisition Payment Reconciliation
G
F' Frozen medium- Invoice is checked automatically ® Electronic transfers
term budget with monthly cash flows files to Central
1§ (MTBP) forecasting. Bank, then to
commercial bank
S

Bls initiate a commitment request (CR) based on approved budget allocations. It includes the data on supplier details, amount, functional/economic
classification, activity/product and funding source (domestic vs. foreign) codes. CR is validated against budget availability and approval hierarchy.

uw_. Improvement of the pr o c e Parfersnance: AGFIS is linked with e-Procurement system through serial
M‘, number of requisition (generated after recording in Web Portal-electronic archive).
,éj,’qﬁ,{k It IS Introduced the project code of operational expenditures in AGFIS to compare budget funds before

tendering process.
The requisition module of AGFIS Is accessed from 17 spending units (from 1300 in total) of CG and 3

The delays by processes has impact on ., icipalities (from 61 in total), which are online with AGFIS.
cash forecasting patterns and buffer  yoaq,ry districts offices (TDOs) approve manually all procurements orders submitted by spending units

(especially in the end of the year).o (offline with AGFIS), before allow them to begin the tendering.



Data Flows of Commitments

C Ensure interoperability between AGFIS and the original source (e-procurement) of signed contract data by retrieving

e-Contracts to support budgetary control, transparency, and timely execution.

C Transfer vendor (economic operator) data from the Tax Aut h o e-paymgentsystem to AGFIS to avoid manual entry errors and
ensure coordination with the banking system.

Extension of AGFIS Requisition Module to TDOs is included in action plan of PFM Strategy 2023-2030
to record the requisition data of Bls offline with AGFIS (frozen budget fonds before tendering process).

@ Extension of electronic archive (Web Portal) to Bl to support interoperabllity
between AGFIS and e-Procurement for generating of serial number of requisition.

The new report generates from AGFIS the data of contracts for which the closing date is before the due
date of the last1 n v o paymedts

This improvement are done to avoid as following:
» The weak commitment controls (which manage the initial incurrence of obligations, rather than the subsequent cash payments,
» The accumulation of unaffordable liabilities and unpaid bills.

“MUATY. . @ The signed contract between Bls and economic operators Is recorded in AGFIS from:
» TDOs and locked against MTBP (Medium Term Budget Programming) for Bls offline with AGFIS
” Bls online with AGFIS and locked against the pre-commitment (requisition) releasing.
AGFIS ensures alignment with approved cellings (reject automatically the contracts without appropriation fond)
Also, the total amount is recorded by detailed schedule of invoicing (delivery of goods/services) in AGFIS, to reflect
committed funds in cash planning and to prevent over-commitment.

»> Expected cash outflow timing of commitment is not considered In daily cash forecasts . It iIs needed daily
updates and rolling forecasts in cases of reallocation of funds, cancellation or modification of commitments.
»> AGFIS d o e s tnadks foreign -financed commitments , only in debt system (DMFAS generate donor reporting).



Data Flows of Expenditures

E-Invoice to ensure fiscal discipline, compliance, and transparency across government entities. Integrating
AGFIS with the e-payments system of Tax Authority to improve internal controls and prevent arrears.

Increasing access to the electronic archive module and AGFIS for Bls (lowest level units), which submit justified
documentation of payments to TDOs through Web Portal maintained by the MoF/Treasury; it iIs done before In
manual form (protocolled hard copy) to TDOs.

s

¢ GG transactions are timely recorded on AGFIS through a dual control process.

¥ Goods/services received. Bls submit invoices (with justified documents for payment) to TDOs or record themselves
to AGFIS. Invoices matched with released amount from the contracts recorded in AGFIS.

% Payroll and other expenditures transaction are recorded in AGFIS as standard invoice against annual budget plan.

& Treasury carry out an ex-ante control: the formal and documentary control, as well as the control of the destination
and overspending.

“ Treasury monitors respecting of due date of the payment.



Data Flows of Payments and Receipts

Inflows - Receipts Outflows - Payments

Cash basis of revenues accounting in AGFIS. Itis a centralized Process of e-_payment. Invoice .
The debtors' data are recorded only in 13d period of (recorded manually in AGFIS) is checked automatically

AGFIS, as stock data, while the receipts flows are with month cash plan in AGFIS every afternoon, to get
recorded during 01-12 periods. payment tomorrow.

Electronic transfers files from AGFIS to Central Bank
as a fiscal agent of government, then to commercial

bank.

Dally information from banking system is uploaded In
AGFIS and swept in TSA-CB, based on the service
level agreement. Daily and monthly reconciliation.

Revenue Source: Tax Administration, Customs
Authority and Non-tax revenue units (e.qg., fees,
fines, dividends). Real-time inflow monitoring

All payments are made through a dual command
process for authorization in AGFIS based on the
respective legislation.

All payments are made on the due date, considering the
day of creation on AGFIS, within 30 days by Law No.

48/ 2014 nOn | ate payment s
obligationso (based on EU

Data on revenue type and classification, legal basis
and collection schedule, expected inflow timing.
Sync revenue collection with budget execution.

Central Bank is a very important stakeholder (liquidity
management, market development, monetary policy
Implementation adjusting the service level agreement
with Ministry of Finance

Ministry of Finance and Bank of Albania exchange
every day the details of information flows In either
direction, with intended timing
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AGFIS SYSTEM ARCHITECTURE (Oracle)
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| Commitments

 EXTERNAL SYS

PURCHASING Bank Statements

Tax and Custom Revenues,
Fixed Asset Journals off line

PO — Invoice matching

Expenditures, Budgetary Institutions
Pavments Inventory Journals, ™
— PIU Reports — = M Financial
Health and Social Institute reports b
— =Z:i= Ml Reports
PAYABLES -
Bank Reconciliation
Asset Addition Jouznal
Inquiries
GENERAL LEDGER Reviews & Inquiry q
Capitalization Transfers,
CASH MANAGEMENT FIXED ASSETS Depreciatjon’ Balance
Retirements Appropriation registration Inquiries
Bank Reconciliation

Budget Revisions

1R

(Non-Tax) Receivables,
RECEIVABLES Rec eipts BUDGETING
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