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DATE: FEBRUARY 7, 2005 
 
TO: IFAC BOARDS, COMMITTEES and PERMANENT TASK FORCES  
 
FROM: ANGELO CASÒ 
 CHAIR – SMALL AND MEDIUM PRACTICES (SMP) PERMANENT 

TASK FORCE 
 
SUBJECT: ACTIVITY REPORT   
 
_____________________________________________________________________________________ 

Section 1 Introduction 
In January 2004 IFAC’s SMP Task Force converted from being a temporary task force 
with limited terms of reference to a permanent one with a broader mandate. As the Small 
and Medium Practices Permanent Task Force (SMP PTF) it has met twice, May 31- June 
1 in Rome, Italy and October 4-5, 2004 in Sitges, Spain. Its next meeting is in Prague 
March 7-9, 2005. This report summarizes the activities of the SMP Permanent Task 
Force over the past year and its proposed work program for 2005.  

Section 2 SMP Permanent Task Force Strategy and Objectives 
2.1 Constituency 

The constituents of the SMP PTF are SMPs who provide accounting and assurance 
services principally but not exclusively to clients who are small and medium enterprises 
(SMEs). In so far as they provide services to SMEs other professional accountants are 
included as constituents. 

 
2.2 Mission  

The SMP PTF is charged with identifying and representing the needs of the constituents 
and where applicable, to give consideration to relevant issues pertaining to SMEs.  
 

2.3 Strategic Objectives 
The SMP PTF shall: 
• Directly work with IFAC standard-setting committees and boards, and other standard 

setting bodies to ensure that they are aware of and give due consideration to issues 
relevant to SMEs/SMPs. 

• Monitor the work of other IFAC committees and provide input and support where 
appropriate. 

• Advocate issues from an SMP perspective to appropriate parties. 
• Facilitate the communication and sharing of information between member bodies, 

IFAC committees and task forces and other external groups where necessary. 
• Use the work and output of member bodies and others to support those providing 

accounting and assurance services to SMEs. 
• Identify other issues relevant to those providing accounting and assurance services to 

SMEs and to seek to co-ordinate member body individual or combined support to 
develop guidance on these issues. 

• Prepare an annual work program, budget and annual report for consideration by the 
Board. 
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Presently the major part of the SMP PTF’s work program is on providing SMP/SME 
specific input to the International Auditing and Assurance Standards Board’s (IAASB) 
standard setting process.  At its March meeting the SMP PTF will consider a wider 
strategy and work plan that takes account of the views expressed by member bodies and 
constituents at the SMP/SME/Developing Nations Consultative Conference in Prague 
March 10-11, 2005 (see 5.2).  

Section 3 Input to IAASB Standard Setting 
3.1 Outline of the Liaison Process 

The SMP PTF seeks to provide SMP/SME specific input to the IAASB’s standard setting 
process.   
 
The SMP PTF is provided with regular updates on the current and future work plan of the 
IAASB and automatically receives project proposals and issues papers from IAASB staff. 
A member of the IAASB acts as liaison person with the SMP PTF, their role being to 
facilitate communication and, in particular, to help the SMP PTF to decide on which 
projects to track.  
 
The SMP PTF is able to make comments on project proposals and issues papers of the 
IAASB. This possibility gives the SMP PTF the ability to give inputs to the shape and 
form of IAASB pronouncements at an early stage.  This input is strictly internal and not 
subject to public exposure. The IAASB endeavors to respond to the SMP PTF on how it 
has disposed of the points made in the comments letter. 

 
3.2 Process for Developing a Submission to the IAASB 

A new and improved due process for developing a submission to the IAASB was agreed 
at the October 2004 meeting.  At each full meeting of the SMP PTF, the IAASB’s work 
program will be tabled and one by one, each upcoming project considered for tracking. 
Once a project is ‘flagged’ for tracking, a sub-group is formed. This ‘Rapid Response 
Team’ is responsible for the drafting of a formal response to the IAASB in the form of a 
comments letter and gaining approval of this letter from the entire SMP PTF. Extensive 
use is made of email and the SMP PTF’s discussion board housed on the IFAC intranet. 

 
3.3 Submissions Made in 2004 

Since January 2004 the SMP PTF has made submissions (in some cases more than one 
submission) to the IAASB on a number of new and revised standards and guidance as 
follows: 

• Clarity of IAASB Standards; 
• Accounting Estimates (revised ISA 540); 
• Audit Materiality (revised ISA 320); 
• Documentation (revised ISA 230); 
• Related Parties (revised ISA 550); 
• Group Audits (revised ISA 600 and new IAPS); 
• Modifications to the Audit Report (new ISA 701);  
• Using the Work of an Expert (revised ISA 620); 
• Governance (revised ISA 260); 
• Audit of Entities Using Service Organizations (revised ISA 402 and new ISA for 

service auditors); and 
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• Auditor’s Report on Special Purpose Audit Engagements (revised ISA 800). 
  

While it is difficult to evaluate the impact of these submissions it does appear that the 
IAASB have found then useful and there are a number of instances of draft ISAs being 
modified so as to make them more amenable to SMPs. 
 

3.4 Submissions Planned for 2005  

The following projects from the above list have culminated in an exposure draft (ED) 
being issued for public comment and so will no longer be tracked by the SMP PTF: 
 
• Clarity of IAASB Standards; 
• Accounting Estimates (revised ISA 540); 
• Audit Materiality (revised ISA 320); and 
• Documentation (revised ISA 230). 
 
The remaining projects on the above list are still ‘live’ and so the SMP PTF will continue 
to track these as they progress to ED and final publication. These are: 
 
• Related Parties (revised ISA 550); 
• Group Audits (revised ISA 600 and new IAPS); 
• Modifications to the Audit Report (new ISA 701);  
• Using the Work of an Expert (revised ISA 620); 
• Governance (revised ISA 260); 
• Audit of Entities Using Service Organizations (revised ISA 402 and new ISA for 

service auditors); and 
• Auditor’s Report on Special Purpose Audit Engagements (revised ISA 800). 
 
In addition the SMP PTF agreed at its October 2004 meeting to comment on 
Representations (revised ISA 580). At its meeting in early March 2005 the SMP PTF will 
review the IAASB’s 2005-2006 work agenda and consider additional projects to add to 
its list for tracking.  

Section 4 Input to IASB Standard Setting 
The SMP PTF made a substantial contribution to the compilation of the IFAC response to 
the International Accounting Standards Board’s (IASB) Discussion Paper, Preliminary 
Views on Accounting Standards for Small and Medium-sized Entities. In this response 
IFAC expressed its wholehearted support for the idea of having a separate set of 
standards for SMEs though it encouraged the IASB to consider recognition and 
measurement simplifications, as well as disclosure and presentation simplifications, for 
SMEs. The SMP PTF was pleased to note that at its meeting of the 15-17th December 
2004 – attended by the SMP PTF’s Technical Manager - the IASB decided to proceed 
with the development of accounting standards for SMEs and to give consideration to the 
aforementioned simplifications.  
 
The SMP PTF continues to foster a closer relationship with the IASB. As well as having 
two of its members represented on the IASB’s SME Standards Working Party the SMP 
PTF, it maintains an ongoing dialog with Paul Pacter, Director of SME Standards at the 
IASB. Paul has agreed to address the aforementioned SMP/SME/Developing Nations 
Consultative Conference and give an update on the progress of the SME project. Two 
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IASB board members - Gilbert Gelard and Geoff Whittington – will also be attending 
this event. 
 
Furthermore, the IASB is expanding its SME Advisory Group to include users and 
preparers, or representatives thereof, of SME financial statements. At the IASB’s request 
IFAC has supplied the IASB with a list of suitable candidates for consideration by the 
IASB’s Trustees.   

Section 5 Other Projects 
5.1 Resource Center 

The SMP PTF recognizes that the networking of knowledge, ideas, products and 
information is one way that it could add real value to member bodies and to the members 
of these member bodies.   With this in mind at its June 2004 meeting it decided to join 
the Professional Accountants in Business (PAIB) Committee led Resource Center 
project. While the PAIB Committee presses ahead with Phase I, a small sub-group of the 
SMP PTF has started to look into developing a taxonomy and investigating various other 
potential sources of information over and above member body websites (see 5.5)  
 

5.2 Events 

The SMP PTF will be supporting two SMP/SME related events in 2005.  
 

• SMP/SME/Developing Nations Consultative Conference in Prague March 10-11, 
2005. The SMP PTF will be holding its own meeting on the three days preceding 
this and holding a joint meeting with the Developing Nations Permanent Task 
Force on the afternoon of March 11. 

• SMP Forum in Brazil in October 2005. This event will take place at the Brazilian 
Congress and as such be organized by the regional organization under the IFAC 
umbrella. The participants will be SMPs. 

 
5.3 Contribution to IFAC’s Tax Review Task Force  

The SMP Permanent Task Force is assisting the work of the IFAC Tax Review Task 
Force by providing SMP/SME specific input.  
 

1.1 Due Process 

The SMP PTF is supportive of the initiative to harmonize key aspects of the due process 
across all IFAC’s Public Interest Activity Committees and is in the process of formally 
documenting and implementing its own due process following similar core elements.  

 
5.5 Emerging Projects  

The following projects are in their early stages of development:  
 

• Micro-entity Accounting Standards – the SMP PTF is reviewing the case for 
having micro-entity standards. The future course of this project will depend to some 
extent on the outcome of the IASB’s project on SME accounting standards. 

• Audit Practice Aids – the SMP PTF recognizes that many SMPs are concerned at 
whether they will be able to conduct ISA compliant audits. In particular they feel that 
the new ISAs may undermine the business case for them continuing to do SME 
audits. With this in mind the SMP PTF is investigating the role it can play in the 
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development of audit practice aids – toolkits, guides, software and the like - for 
SMPs. As a first step an internet search has been conducted to determine what 
products already exist. This has been followed by contacting various potential 
providers so as to establish what products they are either developing, or considering 
developing, in this area. Consideration is now being given as to how the SMP PTF 
and IFAC can encourage and facilitate the market’s development of suitable products.  

• Information Exchange – as noted at 5.1 the SMP PTF is keen to assist SMPs and 
SMEs through the provision of knowledge and information. The Resource Center will 
play a vital role in this regard. As part of its work to support and compliment this 
project the SMP PTF has commenced gathering information via an extensive internet 
search and intends contacting all of its member bodies in a request for information 
exercise. The goal will be to compile a comprehensive list of information sources 
accessible via the IFAC website. The sources will include downloadable documents 
as well as hyperlinks, for example to SMP/SME dedicated webpages on member 
body websites, small business research centers, government sponsored SME portals 
etc.  

• Communications Plan – the SMP PTF’s success will largely hinge on its ability to 
communicate its activities and enter into continuous dialogue with its constituents. It 
is, therefore, in the process of formulating a communications plan. 

 
 


