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IFAC SMP Committee Guide to Using ISAs IFAC SMP Committee Guide to Using ISAs 
in the Audits of SMEsin the Audits of SMEs

IFAC SMP CommitteeIFAC SMP Committee
Purpose and ConstituentsPurpose and Constituents

•• Purpose:Purpose:
“…“….to identify and represent the needs of the constituents and, .to identify and represent the needs of the constituents and, 
where applicable, where applicable, to give consideration to relevant issues to give consideration to relevant issues 
pertaining to SMEs/SMPspertaining to SMEs/SMPs..””

•• Constituents:Constituents:
“…“…SMPs who provide accounting and assurance services SMPs who provide accounting and assurance services 
principally but not exclusively to clients who are small and principally but not exclusively to clients who are small and 
medium enterprises (SMEs). In so far as they provide services medium enterprises (SMEs). In so far as they provide services 
to SMEs other professional accountants are included as to SMEs other professional accountants are included as 
constituents.constituents.””
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IFAC SMP CommitteeIFAC SMP Committee
OverviewOverview

Canada
USA

Brazil

Spain

Nigeria

Chair – Sylvie Voghel (Canada)
18 members 

Resources – one full-time senior technical manager 
Budget of US$ 475k (2008)

India
China
Hong Kong SAR

Finland

Germany
Italy Turkey
Malta

UK

Tunisia

Malaysia

Israel

IFAC SMP CommitteeIFAC SMP Committee
SMP Committee Strategic and Operational PlanSMP Committee Strategic and Operational Plan

20092009--20122012

TwoTwo--pronged approach to helping SMPs (& SMEs) pronged approach to helping SMPs (& SMEs) 
deal with deal with standards overloadstandards overload::

–– Helping to shape form & content of international Helping to shape form & content of international 
standardsstandards through direct input to standardthrough direct input to standard--settingsetting

–– Providing practical support to SMPsProviding practical support to SMPs through, for through, for 
example, provision of implementation materials & example, provision of implementation materials & 
webweb--based information resources/toolsbased information resources/tools
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•• Objective Objective -- to help practitioners efficiently, effectively, to help practitioners efficiently, effectively, 
and economically apply ISAs to SME auditsand economically apply ISAs to SME audits
–– Published December 2007; Approx. 400 pagesPublished December 2007; Approx. 400 pages
–– Developed by Canadian Institute of Chartered Developed by Canadian Institute of Chartered 

Accountants (CICA)Accountants (CICA)
–– IFAC quality reviewIFAC quality review

•• IFAC has full copyrightIFAC has full copyright
–– Member bodies & others can use as is Member bodies & others can use as is oror adapt adapt 
–– PDF downloadable free at http://www.ifac.org/Store/ PDF downloadable free at http://www.ifac.org/Store/ 
–– CD version available on requestCD version available on request

Provision of Practical SupportProvision of Practical Support
Guide to Using ISAs in the Audits of SMEs Guide to Using ISAs in the Audits of SMEs (ISA Guide)(ISA Guide)

Provision of Practical SupportProvision of Practical Support
Implementation MaterialsImplementation Materials

•• Vision Vision –– facilitate development of range of high facilitate development of range of high 
quality materials at reasonable cost to end usersquality materials at reasonable cost to end users

•• SMPC to develop itself only in specific instancesSMPC to develop itself only in specific instances
–– Quality Control GuideQuality Control Guide –– toto help SMPs operate a QC help SMPs operate a QC 

system in compliance with ISQC 1 system in compliance with ISQC 1 (Q1 2009)(Q1 2009)
–– Practice Management GuidePractice Management Guide –– toto help SMPs help SMPs 

proficiently operate and manage their practice proficiently operate and manage their practice (Q4 (Q4 
2009)2009)

–– IESBA Implementation Materials for SMPsIESBA Implementation Materials for SMPs –– toto
help SMPs apply independence section of Code of help SMPs apply independence section of Code of 
Ethics Ethics (2009)(2009)
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•• IFAC SMP Committee publicationIFAC SMP Committee publication √√
≠≠ Approved/endorsed by IAASBApproved/endorsed by IAASB

•• NonNon--authoritative implementation guideauthoritative implementation guide √√
≠≠ SME audit sSME audit standardtandard

•• Includes Includes allall ISA requirementsISA requirements √√
≠≠ Substitute for ISAsSubstitute for ISAs

•• Integrated case study and some practice aidsIntegrated case study and some practice aids √√
≠≠ Full set of audit programsFull set of audit programs

Provision of Practical SupportProvision of Practical Support
ISA Guide ISA Guide -- AttributesAttributes

Derivative ProductsDerivative Products

•• Training material, forms, checklists, software etc.Training material, forms, checklists, software etc.
•• Intended to be Intended to be ‘‘platformplatform’’ product from which product from which 

derivative products can be logically developedderivative products can be logically developed
•• IFAC to IFAC to facilitatefacilitate development & dissemination of development & dissemination of 

high quality derivatives at reasonable cost to usershigh quality derivatives at reasonable cost to users
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… through the ISA Guide

ISAs as at 31 Dec 2006
As per 2007 IFAC Handbook

Guide to ISAs onlyGuide to ISAs only
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Scope of ISA GuideScope of ISA Guide
•• All ISAs; or All ISAs; or 
•• Only focus on SME problematic ISAsOnly focus on SME problematic ISAs

–– ““The ISA Guide should incorporate all the The ISA Guide should incorporate all the 
bold letter requirements of all of the ISAsbold letter requirements of all of the ISAs””

–– Only 2 ISAs not addressedOnly 2 ISAs not addressed
•• ISA 610  (Considering the work of Internal ISA 610  (Considering the work of Internal 

Auditing)Auditing)
•• ISA 720 (Other info in documents containing ISA 720 (Other info in documents containing 

audited financial statements)audited financial statements)

AllAll ISAs or Focus on ISAs or Focus on SME ProblematicSME Problematic ISAs ?ISAs ?

Summary of ISAs not 
addressed elsewhere (x11)

Audit Risk Standards
ISA 315, 330, 500

Fraud Standard
ISA 240

Little or no SME specific 
guidance, eg audit report
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RISK 
ASSESSMENT

Audit Methodology Audit Methodology -- The Three RsThe Three Rs

RISK RESPONSE

REPORTING

Risk AssessmentRisk Assessment
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Risk ResponseRisk Response

ReportingReporting
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Sample Chapter LayoutSample Chapter Layout

Use of graphics, tables, consider pointsUse of graphics, tables, consider points
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AssertionsAssertions
As per ISA 500.17

As per ISA Guide

C Completeness
E Existence
A Accuracy & Cut-off
V Valuation

ValuationValuation and 
allocation

Valuation

Accuracy 
Rights and 
obligations
Classification and 
understandability

Rights and 
obligations

Accuracy
Cut-off
Classification

Accuracy and 
Cut-off

OccurrenceExistenceOccurrenceExistence

CompletenessCompletenessCompletenessCompleteness

Presentation and
Disclosure

Account 
Balances

Classes of 
Transactions

Combined
Assertions

Dephta Furniture Inc.Dephta Furniture Inc.
Suraj Dephta

Managing Director

John Rabeer
IT

Jawab Kassab
Finance

Dameer Dephta
Production

Kamera Dephta
Suraj’s Assistant

Arjan Sing
Sales

IT Staff
(vacant) Sales Staff Karla Winston

Jawab’s Assistant
Production 
Supervisor Inventory Quality Control 

Manager

Production Staff

Business started by father
• Son Managing Director
• Son Production Manager
• Still holds 50% shares
Largely family run
• 19 staff

Family owned, but
• 15% held by daughter not 

involved in business  
• 20% owned by family 

friend who also provides 
loan finance

Successful local businessman + his lawyer 
daughter provide strategic business advice
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… through the ISA Guide -
case study exhibits

Client Acceptance & ContinuanceClient Acceptance & Continuance
Overall Audit StrategyOverall Audit Strategy
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Audit Team DiscussionsAudit Team Discussions
Risk Assessment ProceduresRisk Assessment Procedures

Risk Register Risk Register -- Business RisksBusiness Risks
Risk Register Risk Register -- FraudFraud

Significant  Risk

Risk Assessment
Likelihood x Impact

Assertions at risk

Identified Risks
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Control Design MatrixControl Design Matrix

Client ICs mitigation

Assessment of 
combined risk

Control weaknesses 
to report to TCWG

Assertions at risk

Identified Risks

Significant RisksSignificant Risks
Entity Level IC DocumentationEntity Level IC Documentation

Business Process IC DocumentationBusiness Process IC Documentation
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Assessing Risk of Material MisstatementAssessing Risk of Material Misstatement
Detailed Audit PlanDetailed Audit Plan

Test of ControlsTest of Controls
Substantive testingSubstantive testing
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Evaluation of Audit EvidenceEvaluation of Audit Evidence
Reporting to TCWG / Audit ReportReporting to TCWG / Audit Report

The proof of the pudding
is in the eating
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•• High demand High demand -- 11,500+ downloads to end11,500+ downloads to end--June 08June 08
–– Second most downloaded IFAC publication Second most downloaded IFAC publication 

after the IFAC Handbookafter the IFAC Handbook
•• Several translations & reproductions in progress Several translations & reproductions in progress ––

e.g. Chinese, Spanish, Polish, Finnish, Lithuanian, e.g. Chinese, Spanish, Polish, Finnish, Lithuanian, 
Czech, RomanianCzech, Romanian

•• Indicates a very real need for a product such as thisIndicates a very real need for a product such as this
•• Formal request for feedback in Guide Formal request for feedback in Guide 

–– Some positive general commentsSome positive general comments
–– Too early to gauge usefulnessToo early to gauge usefulness

ISA Guide ISA Guide –– Popularity & FeedbackPopularity & Feedback

• The Canadian Institute of Chartered Accountants (CICA) 
has developed pack of International Audit Guide checklists 
and forms for CAD 125 (approx. USD 125)

http://www.knotia.ca/store/iagforms
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•• The Institute of Chartered Accountants in Australia (ICAA) The Institute of Chartered Accountants in Australia (ICAA) 
has adapted the ISA Guide & supplemented it with a toolkit of has adapted the ISA Guide & supplemented it with a toolkit of 
checklists and forms plus a roadchecklists and forms plus a road--show of training sessionsshow of training sessions

http://www.charteredaccountants.com.au/A121542159

APB Practice Note 26 – Sep 07
Guidance on Smaller Entity Audit Documentation 

http://apb.frcpublications.com/
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• All ISAs or focused approach on SME issues
• Aimed at those already familiar with ISAs, or 

those moving to ISAs
• Too much emphasis on controls based audit
• Is the case study realistic for an SME and 

comprehensively developed
• Should Guide offer various approaches

APB Practice Note 26 – Sep 07
Guidance on Smaller Entity Audit Documentation 

http://apb.frcpublications.com/

http://web.ifac.org/forum/topic/15/what-has-been-your-experience-
in-implementing-the-guide-to-using-isas-in-sme-audits/1
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•• Commitment to continuous improvementCommitment to continuous improvement

–– First CICA Update First CICA Update –– Dec 2009 (including Clarity) to Dec 2009 (including Clarity) to 
accompany 2010 IFAC Handbookaccompany 2010 IFAC Handbook

–– Second CICA Update Second CICA Update –– Dec 2010 Dec 2010 
to accompany 2011 IFAC Handbookto accompany 2011 IFAC Handbook

•• YOUR OWN & YOUR INSTITUTEYOUR OWN & YOUR INSTITUTE’’S FEEDBACK S FEEDBACK 
WOULD BE MUCH APPRECIATEDWOULD BE MUCH APPRECIATED

Your FeedbackYour Feedback

GUIDE TO USING INTERNATIONAL STANDARDS ON AUDITING 
IN THE AUDITS OF SMALL- AND MEDIUM-SIZED ENTITIES

Request for Comments
This is the first version of the Guide. While we consider this Guide to be 
of high quality and useful in its present form, like any first edition it can 
be improved. Hence, we are committed to updating this Guide on a
regular basis so as to ensure it reflects current standards and is as useful 
as possible.


