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Abstract: The importance of internal and external accouning as a soure of information for owrers
and managers of smll enterprises and their different stkeholders is stadily growing. Itis of crudal
importince that the accountng systms applied by smll enterprises neet their actual needs,
providing recesary information yet avoiding unjusified administrative burckn. It is recognised that
appropiiate accountng information is important for a sucessful minagement of a budness wiether it
is large or small. At EU level, accouning legislation is in place for listed compnies, i.e. the
International Accounting Stndards/Inernational Financial Reporting Stndards and for non-isted
limited liability compnies, the Fourthand the Seventh Compny Law Directives i.e. the Accouning
Directives. However, at EU level there is noaccountng legislation applicable to tho® enterprises
which are not listed or are not limited liability compnies; in most ases we would ke referring to
small enterprises. Because of the importance of approptiate accountng information for owrers and
managers of smll enterprises and their different stkeholders, it is consdered important to analyse
the variousaccountng sys¢émsapplied in Member Statesin the case of non-kgulationat EU level.
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1. Introduction

The importince of accouning as a soure of information for owrers and managers
of smull enterprises and treir different shkeholders is obvous. In tk Europan
Union (EU), tkere is accountng legislation in place for different kinds of
compnies. As edards listed compnies in the EU, we have the International
Accouning Stindards (IAS)/Inernational Financial Reporting Stndards (IFRS)as
adoptked by the EU ( IAS Regulation (EC) N° 1606/ 2002 ) .

Conerning limited liability compnies, trere are at EU level the Fourth Orective
(78/660/EEC)and the Seventh Directive (83/349/EEC) , togher named the
Accouning Directives, which are transposd by Member States into their national
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accouning legislation to kecome local GAAP (General Accepted Accouning
Principles). However, there is noaccouning legislation in force at EU level for
thos enterprises which are not cowred by the IAS Regulation and the Fourthand
Seventh Directives.

In 2007 tke Europan Comnisdon <t out a vision for smplifying EU ruks on
compny law, accouning and auditing in a Commurication . In 2009 som
elements of tke Commurication were taken forward by the Commisgon in a
Directive amending the Accouning Directives as fegards ertain disclosue
requirements for medium-dzed compnies and the obligation to daw up
consoldated accounts. In 2009 thEurogan Comnisson announed that micro
entities would e exempted from the Accouning Directives and that in addition a
mockrnisation and smplification of tke Accouning Directives would fe carried
outin the near future.

In 2008 tle Directorate General for Enterprise and Industryin the European
Commisdon publshed an expert group eport on "Accouning systms for snall
enterprises - fecommendationsand good pactices” . This report cescribes e.g. the
accouning sys¢ms and accouning framework in place for smull enterprises not
regulated at EU-level and identifies sone good pactices for these enterprises. On
this account, tlre was obvously a need to find out moe about tke accouning
requirements for SMEsn Eurog in the future. (March 1957).

Recently, the governments of tke EU Member States have agreed to extend the EU
perspective to counties in South kst Eurog — Cratia, the Former Yugoshv
Republic of Macedonia, Albania, Bosra and Herzegovina, Montenegro and
Serbia. At present, among tlese counties, there are only two @andidates for EU
membership — Cratia and FYR of Macedonia. Other counties of the region are
conddered as poential candidate counties (Albania, Bosrna and Herzegovina,
Montenegro and Serbia). The EU integration proess implies legally binding,
sweeping liberalisation measures — not only apital account Iberalisation, but
investment by EU irmsin the donestic finandial servicesand the maintenance of a
competitive domnestic environment, gving ths financal liberalisation proess
strongexternal incentives (@nd constaints).

The integration of poential candidate counties into the enlarged Eurog is
currently realised through Sthilization and Assogation Proess (SAP) wich aims
to bring these counties progesdvely closer to the EU. The centerpiece of the
procssis a Stbilisation and Assodation Agreement (SAA), which represents a
contractual relationshp between the EU and each potntial candidate country,
entailing mutwl rights and oblgations. Foreach of tke potential candidate
counties of the Western Balkans4 tke Commisdon of Europan Commutities
negotiates SAAs which have three aims: first, toencounge regional cooperation;
second to promat econonic stbilisation and a swift trangtion to a market
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economy;and third to offer the prosgct of EU accesson. Thus, SAAsxplicitly
incluce provisions for futue EU membership of the country involved. These
Agreements are similar in principle to the Europ Agreements sgned with the
Central and Eastern Eurogan Counties (CEECs)n the 1990s.

In case of CEECs counties, the prosgctive EU accesdon rved as the ultimate
anchor for fnancial liberalisation. The EU candidate counties had to fully
liberalise their financial sysem by the time of EU accesgon at the latest, as the free
movement of apital is ore of the leading piinciples of the EU. However, even if
the SAAs are based mostly on th EU’s acquis commuautaire and prdicated on
its promulgtion in the coopration shtes legislation, the depth of thke policy
harmonisation expected by them is less that for EU member states.

Glohally, the financial reporting has progessd dramatically over the past 30
years. Ths curent wave of financial globalisation was urgd by liberalisation of
capital controlsin many of ceveloping counties and trandtion econonies, in

anticipation of the benefits that cross-bordr flows would bing in terms of lLetter

global allocation of apital and improwd international risk-staring pos#bilities.
With the surg: in finandial flows, however, came a spate of currency and financial

crisesb. These developments have provoked an intens debate among both
academicsand polcy drcles on tlke costsand kenefits of financial reporting, which
has intensfied and kecome more polarised owver time. Thus, ths article proposs to
analyse the potntial benefits and poential costs of fhancial reporting, which could
face the potential candidate counties from Western Balkans duing integration of
their financial sysemsinto the European financial sysem, as well asinto the world
financial markets.

2. Financial Sector Restructuring in the Western Balkans

Analytically, any financial sysem cn be divided in three sub-gctors: tlke banking
sector (fregroupng the comnercial or depodts kanks), tke non-tanking financial
insitutions (ike savingsinsiitutions, insuance compnies, piivate penson funds,
mutual funds sodeties, investment funds,...)and apital (or financial) markets.
Banksact as crdit-supplers from tfe depodts they collect and funds tky borrow
from the Central Bank; such sgcific financing facility is notavailable to the non-
banking institutions. In tk majority of transtion economies, thke role of non-
banking institutionsin mohlisation and allocation of financial resoures was and
remained quite negligible during tre 1990s,and the same appears in Western
Balkans counties, wlere the banking sctor coninues to doninate the financial
systm, managing for ower 90% of toal financial assts, while capital markets and
non-kanking finandal institutions phy only marginal roles (Miller-Jentsch, 2007).

However, the finandal sectorin the Western Balkans has improwed sgnificantly in
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recent years and a deep restructuing proess hs teen (and proeeds to )
implemented. This owes to compehensve reforms by goernments and the
support ofinternational financial institutions Ike the IMF, the World Bank, and the
EBRD. However, fifteen years ago, financial markets in former Yugoshvia and in
Albania were poorly cveloped. The break-up of Yugoshvia led to the
fragmentation of financial services compnies, tre establishrent of new regulatory
insitutionsand a freezing of forign curency cepodts. Duing the 1990s, pyamid
saving sclemes in Albania, hyperinflation in Serbia and Mongnegro, the wars in
Bosria and Kosovoas well as kanking ciises in sveral countiies of the region
weakened the financial sector. Macroecononmic disturlances, a weak rule of law, a
large stock of lad debt and low @pitalisation rates further uncermined the stability
of financial markets.

The inefficiency in the financial sector was also influenced by its unardeveloped
structue. It was characterised by domnation of the banking sctor, while the role
of non-lanking sctor in molilisation, conentration and allocation of financial
resoures was almost nonexistent. In addition, the majority of banks were
insolwent and urable to fulfil the requirements established by pruantial norms
while the banking talances were burctned by a high level of risky and non-
performing lcans (Goluboveeand Golubovee, 2005).

As the congquence, the policy agenda during the late 1990sand early 2000s vas
dominated by efforts to ckan up and shbilise the banking industry. Rgulatory
frameworks tave been mockrnised and financial supervision s leen
strengthened. The share of bad loans has been reduced dramatically. Privatisation
has telped to freduc: state owrership in banking down to dss tlan 20 grcent in
most counties and has attracted foreign tanksinto the market.

Despite these postive developments dted abowe, financial markets in the Western
Balkans remain small, fragmented, and at an early stage of their development. The
general characteristics of ths market are: activity on the equity market is
condderably lower than activity of the banking sctor; mjority of the counties are
characterised by low liquidity on the capital market, with exchange cone@ntrated on
small number of shares of listed compnies; and, an increased snstivity of the
financial markets to tke mowments of spculative capital (S. Golubowee and N.
Golubovee, 2005).

Western Balkan banking sctor has recently attracted consderable attention from
foreign investors througha removal of national restrictions, tke liberalisation of
market access,and the sale of siteowned banks. Tte trandgtion proess from pan
to market economy fhas prowd to ke an opportuity for many foreign banks to
expand their activities to counties of tte region. In the early years of tanstion,
many EU kanks st up smll representative offices in the Western Balkansin orckr
to srve their hone clients who were entering the region. As cross-bord linkages
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became more familiar with local condtions, tlky gradually expanded their
presence in the region. Now som of them have established branch retworks
throughout th region and act as “universal banks” that offer a broad range of
financial services.

It is notble that the majority foreign-owred banks stll retain the highest stare of

the total assets of the banking sys¢m in the region. In 2007, bnks with majority of

foreign apital, controlled approxmately 75% of kanking market of Albania,

Bosria and Herzegovina, Montenegro and Serbia. In 2005- 2007, thmarket share

of foreign kanks stoodat around 90%in Albania. Banks with majority of foreign

capital controlled 86.1% of Bosia and Herzegovina banking market in 2005,
90.3%in 2006and 91%in 2007. In $rbia, it increased from 37%in 2005 to
75.5%in 2007, du to privatisation and orginic growth of tke subsdiaries of EU
banks. Shre of foreign apital, in Montnegrin banking sctor, was around 78.8%
by the end of 2006.

Owrers incluck international banking groups cormg pimarily from EU counties
(such as Austia, Italy, Greece, France, etc.). Austian and Italian banks in
particular operate across tle Western Balkans. Forinstince, the Austrian investors
are dominant in Bosria and Herzegovina (59% of kanking assts in 2007)and in
Albania (55% of lanking sctor in 2005). Geek banks have also entered the
region; by md 2005, tky had invested around EUR 750 riflion in the Western
Balkans, half of which in Serbia alone. Since the start of financial systm reform,
these groupsintrodued numnerous poftive changes in the region, improving the
performances of the domrestic banking sctor and provding stble foreign soures
of financing donestic credit expansion.

Thus, tke proess of inancial reporting of the Western Balkans has piimarily been
driven by forign drect investments (FDI) of EU lanks into donestic banking
sector. These strategic investors have been a way to stengthen the banking sysém
in the region and to improw the low level of financial intermediation. They
brought with them technical know-how, suchas moarn risk-management and
marketing techniques. They tend to mise gowrnance stndards, introdue new
financial products. Thy come with the resoures to k-capitalise donestic banks
and modarnise branch retworks. Mokover, FDI from the EU also telps the
Western Balkan counties to ‘import” mockrn pruckntial regulation from EU.
However, there are also some conerns about thke growing influence of foreign
banks in these regiomal banking markets. These, mainly, relate to the posshility
that foreign kanks turn out to binstble soures of kank credit, especially during
financial crises or duing econonic downturns €ither in Western Balkan counties
or in their home markets).
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3. Fnancial Reporting, Its Potential Benefits and Costs

The IFRS for SMEsSsa self-contained stindard of 230 pages, dsigned to meet the
needs and apabilities of smll and medium-dzed entities (SMES), wich are
estimated toaccount for oer 95 per cent of all companiesaround tke world.
Because full IFRSs were designed to meet the needs of equity investors in
companies in publc capital markets, they cover a wide range of issws, coniin a
sizeable amount ofimplementation gudance and inclucde disclosues appropiate
for public compnies. Usrs of tre financial statements of SMEs do notdve thos
needs, but, ather are more focusd onassssng shorer-term cash flows, 1quidity
and sohency. Also, mny SMEs gy that full IFRSsimpog a burctn on tkem —a
burckn that has keen growing as IFRSs hve become more detailed and moe
counties have begun to us them. Thus,in developing the proposd IFRS for
SMEs, IASB’s twin gals were to meet user needs whle balancing costsand
benefits froma preparer perspective.

The IFRS for SMEs ¢sponds to stroninternational demand from both dveloped
and emerging economnies for a rigorousand common & of accouning stindards
for smaller and medium-dzed busnesss that is much smpler than full IFRSs. In
particular, the IFRS for SMEs ill:

* provide improwd comprability for usrs ofaccounts;

* enhance the overall confidence in the accounts of SMEsind

* reduc the significant costsinvolved of mmintaining stndards ona national
basis.

The IFRS for SMEs Wl also provde a platform for growing busnesss that are
preparing to enter public capital markets, wtere application of full IFRSsis
required.

The IFRS for SMEsis sparate from full IFRSsand is therefore available for any
jurisdiction toadopt whether or notit has adoped the full IFRSs. Itisalso foreach
jurisdiction to ctermine which entities should us the standard. It is effective
immediately onisste.

In developing the IFRS for SMEs th IASB consuléd extensvely worldwide. A
40-member Working Group of SMEexperts advised the IASB on tte structue and
conent of the IFRSat various siges in its cevelopment. The exposue draft of the
IFRS, pubished in 2007, vas translted into five languages to assist SMEsin
respondng to tke propoals. More than 50 round-tble meetingsand sminars were
held to receive direct feedback, and the draft IFRS was field-tested by owr 100
small companies in 20 counties. As a result, furtter simplifications have been
achieved in the final docurrent.
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4. Potential Benefits of Financial Globalisation in Theory

In small enterprises there can be different kinds ofaccountng sys¢éms suchas
external, internal and tax accouning. Anrex 3 sumnarises chta per Member State
conerning accouning sysém requirements for small enterprises. On tle basis of
this chata, the following cescriptions ofaccountng sysémsare given:

Internal accouning, also alled management accouning is tased on thke

enterprise’s internal accouning proedures and recorced accouning information.

Internal accouning is intended for managers within organizations, to proide them

with the econonic basis to make informed busness ecisions that would allow

them to ke better equipped in their management and control fundbns. For
example, managers may want to ke able to assss tle contibution or tle

profitability of different products or gvices that they supply by compring the

revenues and costs tht they generate. Unlike external accouning information,

internal accountng is usully confidential and it is accessble only to tke

management. In most ases, smll enterprises do not us internal accountng at all

due to their size. Internal accouning is normally not gowrned by rational

legislation. However, in sone Member Sttes internal accountng is compulsory
even for small enterprises.

External accouning, also alled financial accouning is conerned with the
preparation of financial statements for ccision mukers, suchas the owrers,
supplers, kanks, goernments and its agencies, custonars and otler stakeholders
outdde the enterprise. Regarding formats for financial statements e chapter 7.
External accouning nmekes ug of the accouning information from tke internal
accouning systm. In the preparation of the external accouning, the smmll
enterprise may be governed by loail

GAAP. Sone Member States have introdued external accouning ruks for small
enterprises, whle others have no accouning ruks in place and leave it to the
enterprises themselves to ccide which accouning sys¢ms thkey consder to ke
appropiate for their particular circumstnces and busnessenvironment.

Tax accouning is normlly based on thke external/financial accouning systm.
There may be differences between the profits for tax purposs and the profits per
the accounts. ‘&x authoiities often ask for additional adjustirents to ke made to the
profits per the accountsand these are captured in a "tax compuation”. Sone
examples ofadjustients which are quite common btween profits per accountsand
tax profits:

* Depreciation dfferences

* Accruals

* Expenses which are disallowed for tax purposs
* Non-tixable incone
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In some Member States, tixation is arried out ona cash kasis accountng sys¢m,
in which @se further adjustnents (wten the enterpriss uses accrual basis
accouning) like accrwals, unealised incone and unealised expenses are to be
made to the enterprise’s results lefore the tax compuation.

Since the finandial sector in the Western Balkans is ank-dominated, it ssems
important, for us, to py more attention to tke benefits that can bring foreign
participation in the local bank sector. Theoretically, foreign ank participation an
Qenerate a variety of benefits (Levine, 1997, 2005). fst, forign kank
participation an facilitate access tointernational financial markets. Scond, it can
help improw the regulatory and sugrvisory fameworks of tke donestic banking
sector. Third, it can improw the quality of loans, as the influence of the
government on tke financial sector should dcline in mor open economies. Fourth,
in practice, foreign kanks may introdue a variety of new financial instrunentsand
techniques and also foser technolodcal improwementsin donestic markets. Ffth,
the entry of foreign kanks tnds toincrease comgtition, whch, in turn, an
improw the quality of donestic financial services as well as allocative efficiency.
Sixth, the presence of foreign anks @n also proude a safety valve when
deposdtors kecome worried about tre solvency of domestic banks. Rnally, foreign
banks entry enhances legislative framework, financial monitoring, rduces
corrupion and simulates the development of transprent intermediary operations
(De Haasand Van Lelyveld, 2003).

Even if theoretical mocels have identified a numler of channels through wiich
international financial reporting an help to promot econonic growth,and on tk
surface, there scems to le a postive assodation ketween embracing financial
globalisation and the level of economic developmentll, it is qute difficult to
empirically identify a strongand robust eusal relationshp between financial
reporting and growth, especially for developing counties (Echengreen, 2000;
Prasad and al., 2003). R:sides, many of empirical papers have often found nixed
results, suggsting that the benefits are not staightforward.

Ore of the reasons for tk lack of consnsus an be ascribed to tre difficulty in
properly measuting the extent of financial reporting (Chnn and Ito, 2007).
Although many measures exist to dsciibe the extent and intensity of capital
account controlsit is generally agreed that such neasurs fail to capture fully the
compkxity of real-world capital controls fora numker of reasons12. In dct, we
can distinguish thee main measutes of the extent of financial reporting: ¢ jure
Mmeasures (that capture the legal restrictions on cross-boed capital flows based on
data from IMF's AREAER13); @ facto nmeasures which incluces the price-based
measures (CIP, UlPand RIP14)and the quantitybased measutes (lased onactual
flows); another de facto measure of financial reporting is @vinginvestment
correlation (Feldstein and Horoka, 1980). Apprently, the distinction between de
jure and b facto integration appears to matter a great deal in uncbrstanding the
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macroeconomnic implications of inancial globalisation. The basic probkm with ce
jure measures is that implementation and enforcement differ so geatly across
counties that international comparisonsare doubtful. Consqguently, even if most
empirical papers analysing the effects of financial reporting rely on de jure
measures,  facto integration measutes may be more approptiate for analysing the
direct and indirect benefits of financial reporting.

An alternative line of inquiry into the effects of financial globalisation is ased on
the notion that notall capital flows are equal. Flows like Foreign Direct Investment
(FDI) and, perhaps,international portfolio flowsare not only pesumned to ke more
stable and less prowr to reversals (Wei, 2006), butare also kelieved to bing with
them many of the indirect benefits of financial globalisation suchas transfers of
managerial and technologcal expertise. Thus, tle compostion of apital inflows
can have an importnt influence on the benefits of financial reporting for
developing counties as well as for tmngtion counties.

Finally, it scems that is not just th capital inflows themselves, but wht comes
along with the capital inflows that drive the benefits of financial reporting for
developing and trandtion counttes (Ko and al., 2006). Tkre is congderable
evidence that financial reporting rves as an importnt catalyser for a numler of
indirect benefits, which M. Ko andal. (2006) rame potential “coll ateral benefits”
since they may not generally be the primary motivations for counties to undrtake
financial reporting. They could incluce development of the donestic financial
sector, improwements in insttutions (afined braadly to include gowrnance, the
rule of law, etc.), better macroeconomnic policies, etc. These collateral benefits then
resultin higher growth, usully through ginsin allocative efficiency.

The accouning framework lays down tlk coneptsand piinciples that are the basis
for preparing and prsenting the external financial statements of an enterprise.
These principles may not recessirily be applicable in all Member Sttes to all
enterprises all the time because of e.g. the size of the enterprise or different usr’s
needs. Tlerefore, each enterprise needs to @cide which piinciples it consders
most imporant and applicable to its particular circumsénces and busness
environment. (Kos: and al., 2006).

5. Potential Costs of Anancial Reporting

In spite of its keneficial effects, financial reporting @an also be dangerous,asit has
been witnesed in many past and recent financial, currency and tanking crises. It
can make counties moe vulnerable to exogenous shocks. Ingoticular, if serious
macroecononics imbalances exist in a recipient country,and if the financial sector
is weak, be it in terms of isk management, pruckntial regulation and suprvision,
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large capital flows can easily lead to rious financial, banking or curency
congquences.

In fact, the experience of the past three decades has led econonists and poicy
makers to rcogrize that, in addition to tke potential benefits dscussd abowe, open
financial markets may also generate significant costs. Such pettial costsincluce a
high ckgree of conentration of apital flows and a lack of access to fnancing for
small countries (either permanently or when they need it most); an inadequate
donestic allocation of trese flows (which may hamper their growth effects and
eXacerbate pre-existing domestic distorions);a loss of mcroecononic stbility; a
pro-cychcal nature of shorterm capital flows and the risk of abrupt rversals; a
high degree of volatility of capital flows (which relates in part to herding and
contgion effects); and risks assodated with foreign kank penetration (Agénor,
2001).

Again, dnce financial sector of Western Balkan counties is ank-dominated, we
would like to pdnt out tle potential “danger” of presence of foreign tank on tte
donestic financial sector. Although foeign kank penetration an yield several
types of kenefits (as dscussd earlier), it also has sone potential disadvantages as
well.

First, forign anks may ration cedit to snall firms to a larger extent than
donmestic banks, and conentrate instad on hrger and strongr ores. If foreign
banks conentrate their lending operations only to th most ceditworthy corposte
borrowers, their presence will be less ikely to contibute to an owrall increase in
efficiency in the finandial sector. More imporantly, by leading toa higher degree
of credit rationing to small firms, tlkey may have an adverse effect on output,
employment, and incone distribution (Agénor, 2001).

Second, entry of foreign kanks, whch tnd to rave lower operational costs, an
create pressues on loal banks to merge in orckr to remain compgtitive.
Furthermore, the procss of conentration (which couldalso occuras foreign anks
acquire domestic banks) could cgate "too hig to fail" banks. A toolig- to-fail
problem may, in turn,increase motal hazard probkms: knowng the existence of an
(implicit) safety net, donestic banks may be less areful in allocating crdit and
sCleening potntial borrowers (Agénor, 2001). Comwantration could also crate
monopoly powr that would reduce the overall efficiency of the banking sys¢ém
and the availability of credit. In particular, a high ckgree of banking sys¢m
conentration may adversely affect outputand growth by yelding both ligher
interest rate sprads (with higher loan rates and lower depost rates felative to
competitive credit and cepodt markets) and a lower amount of lans than in a less
conentrated mor competitive sysem.

Third, entry of foreign tanks may not lad to enhanced shbility of the donestic
banking systm, because their presence per se does not make sysemic banking
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crises less lkely to occur —asit may happen if the economy undrgoes a deep and
prolongd recesson, leading toa masdve increase in cefault rates and an across-
the-board increase in no grforming loans, and kecause they may have a tendency
to "cutand run" duinga crisis (Agénor, 2001).

6. Conclusions

Smull enterprises may use simplified formats for financial statementsi.e. for the
balance sheet and the profit and loss account. Rpending on tlke busness
environment in which the enterprise operates, it can choos the format of the profit
and lossaccounti.e. by mture or by funcion. Normally the financial statements
would ke prepared one a year when the tax declaration has to ke provided.

A projected cash flow satement can be very useful for small enterprises because
the cash management of a smull enterprise is especially important. Cash flow
projections are partly based on information from tke accouning sys¢ms of tre
enterprise. Cash management becomes especially important in dtuations wlen the
economyis heading fora downturn.

To help speed up and protssomlize negotiating lcans, it is usful to agree on
binding stndards about formand congnts ofinformation provded between SME-
organizationsand kanks. Small enterprises and kanks @in transprency about the
sco and the quality of the information. The bank guarantees a decision within a
short @riod. €.g. 10 ays).

The SME-orginization may offer support to th small enterprise in the preparation
of the recordsand the negotiations

The accouning systmsin place for small enterprises in Member States vary a lot.

There are cases wten there are no accouning requirements at all and cases wtere

the accouning requirements are relatively strict for small enterprises. However, in

practical terms, all small enterprises will need to keep sonme kind of financial

records in orcer to keep financial control owr their budnesss. Ths report
summarises the likely accouning syst¢ms from tlke point of view of smull

enterprises in Member States and identifies sone good pactices on how to
improw the accountng sys¢ms for snall enterprises.

The objective of this reportis to prowde views on how tamprow the accouning
sysems so that they can provide the ownrers/managers of the small enterprises with
appropiate financial information. The aim is not toadd to egulation but toidentify
good pactices which small enterprises may consder before deciding on an
appropiiate accouning sys¢m. However, these recomnendations are in No way
intended toencraach upon tle sowreignty of Member Statesin accouning muatters.
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