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Section 1 Introduction 
1.1 This report summarizes the activities of the Small and Medium Practices (‘SMP’) 

Committee (formerly the Small and Medium Practices Permanent Task Force) since 
the last IFAC Council meeting. It also outlines its planned activities for 2006. Since 
November 2005 the SMP Committee has held no meetings. Its next meeting is in 
New York on March 27-28. 

1.2  The SMP Committee’s activities primarily support IFAC’s strategic priorities in the 
areas of standard-setting and professional leadership.  

Section 2 Strategy and Objectives 
2.1 The SMP Committee is charged with identifying and representing the needs of 

SMPs that principally provide accounting and assurance services to SMEs. The 
SMP Committee’s main role is to: 

• Directly work with IFAC committees and boards and other standard-setting 
bodies to ensure that they are aware of and give due consideration to issues 
relevant to SMEs and SMPs.  

• Facilitate the communication and sharing of information between member 
bodies, IFAC committees and task forces and other external groups.  

• Support SMPs that provide accounting and assurance services to SMEs by 
leveraging the work of member bodies and others. 

• Identify other issues relevant to those providing accounting and assurance 
services to SMEs and develop guidance on these issues.  
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Section 3  Services Delivered    
Input to IAASB Standard-Setting 

3.1 Presently the major part of the SMP Committee’s work program is on providing 
SMP / SME specific input to the IAASB’s standard-setting process.  This input, 
largely in the form of comment letters, is made at all key stages of the development 
of an ISA from project proposal to draft exposure draft (ED). The process for 
inputting to the IAASB standard-setting is now well established and operates 
efficiently.    

3.2 Since November 2005 the SMP Committee has made submissions to the IAASB on 
new and revised standards and guidance as follows: 

• Related Parties (revised ISA 550); 
• Using the Work of an Expert (revised ISA 620); 
• Laws and Regulations (ISA 250); and 
• External Confirmations (revised ISA 505) and Audit Evidence (revised ISA 

501).  

3.3 The SMP Committee is pleased to report that the IAASB values its input. Moreover, 
there are a number of instances of draft ISAs being amended to reflect comments 
made by the SMP Committee. To help guide future input a position paper has been 
developed.  

3.4 In December 2005 a member of the SMP Committee was appointed to the Experts 
Task Force. The SMP Committee now has representation on two IAASB project 
task forces, the other being the Clarity Task Force.  

3.5 An SMP Committee representative was invited to the IAASB’s Consultative 
Advisory Group (CAG) meeting in London on November 30 – December 1, 2005. 
The representative was asked to comment from an SMP perspective on a range of 
topics, most significantly Clarity, as well as update attendees on the aforementioned 
project to develop a Guide.  The SMP Committee looks forward to participating at 
future meetings as appropriate.    

Input to IASB Standard-Setting 

3.6 The SMP Committee has continued to closely follow the International Accounting 
Standards Board’s (IASB) project on Accounting Standards for SMEs. On January 
30-31 two SMP Committee members attended a meeting of the IASB Accounting 
Standards for SMEs Working Group at which a draft ED on International Financial 
Reporting Standard for SMEs was discussed. The ED is scheduled for release mid-
2006.  

Guide to ISAs for SME Audits  

3.7 On November 18, 2005 the deadline passed for the submission of proposals for the 
supply of ‘Guide to ISAs for use on SME Audit Engagements’ (Guide). The Guide 
is intended to help SMPs and members of the developing profession understand, 
implement and comply with ISAs. Five proposals have been received, 2 from IFAC 
member bodies and 3 from commercial organizations. All of the proposals are of 



International Accounting Education Standards Board                         Agenda Item 11-5                         
February 2006 – New York 

Prepared by: Paul Thompson (January 2006)  Page 3 of 5 
 
 

high quality but they vary significantly. An SMP Committee task force, which 
includes representation from the Developing Nations Committee and the IAASB, is 
in the midst of conducting a detailed analysis of the proposals.  

Section 4 Planned Activities for 2006   
Input to IAASB Standard-Setting 

4.1 Providing input to IAASB projects will continue to be the main focus of the SMP 
Committee’s work program going forward. In 2006 the intention is to track all 
projects with special emphasis placed on commenting on the Clarity ED.   

4.2 The SMP Committee believes that an effective way of ensuring SMP / SME 
considerations get factored into ISAs is through direct representation on IAASB 
project task forces. As indicated above the SMP Committee now has SMP 
representation on two task forces. The hope is to secure SMP representation on 
more key task forces in 2006 and with this in mind the SMP Committee has 
compiled a short list of suitable candidates.    

4.3 During 2006 the SMP Committee intends undertaking a formal review as to the 
effectiveness of its input. It also hopes to obtain systematic feedback on the 
disposition of its comments by the IAASB task forces.    

Input to IASB Standard-Setting 

4.4 The SMP Committee will continue to track, influence and support the IASB’s SME 
project through its representation on the Working Group, regular contact with key 
IASB staff and members and responding to IASB invitations to comment. As noted 
above the IASB plans to release its ED on International Financial Reporting 
Standard for SMEs in 2006. The SMP Committee is poised to help IFAC respond to 
the request to comment.  

4.5 The IASB hopes its SME standards will cater for all entities that do not have public 
accountability. The SMP Committee and its constituents, however, have some 
doubts as to their likely suitability for particularly small entities, so-called micro-
entities. Therefore, the SMP Committee has commenced a research project into the 
information needs of users of micro-entity financial reports.        

Research into Micro-Entity User Needs 

4.6 The SMP Committee notes the lack of international research in the area of the 
information needs of micro-entity financial reports. It believes that addressing this 
gap will help inform any future IFAC action in this area and be used in liaison and 
advocacy, for example in the IFAC response to the IASB’s ED on IFRS for SMEs.  
By the time this report is tabled it is hoped that the research team will have 
commenced work.  

4.7 The SMP Committee is also exploring how it can work with the United Nations 
Conference for Trade and Development’s Intergovernmental Working Group of 
Experts on International Standards of Accounting and Reporting (UNCTAD / 
ISAR) in this area. UNCTAD / ISAR’s Small and Medium-sized Guidelines for 
Accounting (SMEGA) Level 3 are aimed at micro-entities. If the IASB’s SME 
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Standards prove unsuitable for micro-entities then these may provide a basis for a 
third tier of standards / guidelines.    

Input to Other IFAC Boards / Committees 

4.8 The SMP Committee will continue to provide input to the work of other IFAC 
committees from an SMP / SME perspective as and when required, for example 
input to draft IES / IEGs and proposed revisions to the Code of Ethics. An SMP 
Committee member sits on the task force for the PAIB Committee project ‘The Role 
of the PAIB in the Performance Management of an SME’.  

Guide to ISAs for SME Audits  

4.9 The task force overseeing this project will present the findings of its analysis of the 
proposals and its recommendations at the SMP Committee’s next meeting in New 
York on March 27-28. The SMP Committee will duly submit a recommendation to 
the IFAC Board in June 2006 on how to proceed.  

SMP Quality Control Manual 

4.10 In the final quarter of 2005 CGA Canada published a quality control manual 
designed to help SMPs comply with the Canadian Institute of Chartered 
Accountants’ quality control standards. The SMP Committee has agreed in principle 
to pursue the possibility of this guidance being adapted to International Standard on 
Quality Control (ISQC) 1. A final decision on whether to proceed will depend on 
the extent to which the Guide covers ISQC1 and an assessment of the CGA’s 
product compared with other available products. 

Review Engagements 

4.11 The SMP Committee believes that consideration should be given to having another 
form of assurance to that of an audit, such as the limited assurance offered by a 
‘review’, but that this should be an alternative to, rather than a replacement for, an 
audit for an SME. The SMP Committee is investigating the case for revising 
International Standard on Review Engagements (IRSE) 2400 and how to market 
such a limited assurance product.  

Information Sharing 

4.12 The SMP Committee is fully committed to assisting SMPs and SMEs through the 
sharing of information. Since joining the Resource Center project it has given its 
whole-hearted support and been actively participating. The SMP Committee is 
providing the necessary assistance as the Resource Center is developed so as to 
ensure that SMP and SME concerns are seamlessly integrated into the end product. 
This assistance extends to helping with the process of incorporating the websites of 
willing IFAC member bodies and identifying suitable external information sources.  

4.13 Meanwhile, the SMP Committee has created a database of high quality documents 
and links covering a range of topics including accounting, assurance, business 
services, practice management, IT, and taxation. Depending on the launch date of 
the Resource Center this may be launched as an interim measure in late February.     
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Outreach and Collaboration 

4.13 Building on the success of the Consultative Conference held in Prague in March 
2005 the SMP Committee has decided to make dialogue with its constituents of this 
nature a regular activity. Therefore, the intention is to hold a one day SMP Regional 
Consultative Forum, in conjunction with a SMP Committee meeting in Hong Kong. 
Provisional dates are Monday July 3 for the Forum and July 5-6 for the meeting.  

4.14 The Hong Kong Institute of Certified Public Accountants (HKICPA) and the 
Confederation of Asian and Pacific Accountants (CAPA) has agreed to support this 
event, the former with a venue, administrative support and some speakers and the 
latter by encouraging their member bodies to attend and some speakers.   

Value of Professional Accountants to SMEs 

4.15 A project aimed at promoting the role and value of SMPs in supporting SMEs is 
underway.      

Future Projects 

4.16 When resources become available the SMP Committee may undertake two further 
projects, an SMP version of the PAIB Committee’s Articles of Merit scheme and a 
global survey of SMPs.  

 
Contact: Paul Thompson (paulthompson@ifac.org).  


