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"The businesses that
succeed in 2026 will be those
that treat their financial
insight as a leadership tool,
not a compliance
requirement”.

I CASE STUDY

WHY SHOULD SMES PREPARE FOR AN AUDIT?

The leader of Santano Trading Ltd decided to
have his company audited this financial year
after his business advisor convincingly
explained that preparing for audits is a crucial
strategic step for Small and Medium
Enterprises (SMEs) in 2026. Instead of being a
simple compliance task, auditing is now seen to
encourage growth and strengthen resilience.

PREPARING FOR AUDITS

To engage an auditor for an SME in 2026, a
comprehensive pre-acceptance process must
be conducted in line with the International
Standards on Auditing (notably ISA 210) and
prevailing ethical guidelines. Accordingly,
Santano Trading should ensure all necessary
preparations and compliance measures are in
place.




JAN 6th, 2026

Empowering
SMEs!

Action-Takers Are Wa¥-Makers!

I\NHY SMES SHOULD PREPARE FOR AUDITS I

Principal reasons for audit preparation include: attracting investment and securing financing, reinforcing
internal controls, improving operational efficiency, supporting strategic growth initiatives, and ensuring

regulatory compliance. Proactive audit preparation enhances productivity, fosters team confidence, and

facilitates auditor approval.

STRATEGIES FOR SME AUDIT READINESS

To achieve audit readiness, businesses like
Santano Trading Ltd should implement the
following strategic measures: Organize Financial
Records, Use Cloud-Based Accounting, Perform
Regular Reconciliations, Engage Auditors Early,
and Conduct Internal Reviews. Implement robust
internal review processes to proactively identify
and address potential weaknesses in financial
reporting and internal controls. By undertaking
thorough preparation, SMEs can streamline the
audit process, ensure accurate record, and
strengthen their internal control environment.

KEY CONDITIONS FOR AUDIT ACCEPTANCE

Management integrity, auditor independence,

communication with prior auditors, risk

assessment, professional capability, and audit

pre-conditions are required:

e Confirm SME uses an appropriate financial
reporting framework (e.g., IFRS).

e Management must accept responsibility for
effective internal controls.

e Management agrees to provide auditors full

access to information and personnel.
P Vol.52
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[IT’S A "PASS/FAIL" PRE-QUALIFICATION |

If an SME cannot demonstrate strong internal controls, present clean financial records, or satisfy

the auditor's anti-money laundering checks, the auditor will simply decline the work. Readiness
ensures the SME passes this initial screening phase. The strict criteria and due diligence
performed by auditors are precisely why SMEs must prepare thoroughly for an audit before they

even engage an auditor.

MANDATORY COMPLIANCE CHECKS

Anti-Money Laundering (AML): Auditors must
verify SME beneficial owners and ensure no
suspicious financial activity occurs.

Terms of Engagement: After due diligence,
the auditor sends an engagement letter
detailing services, responsibilities, and fees,
to be signed before work begins.

Thorough pre-acceptance checks by audit
firms play a big role in motivating SMEs to be
well-prepared.

READINESS DEMONSTRATES INTEGRITY

Being well-prepared is the most effective way
for small and medium-sized enterprise (SME)
management to convey integrity and
* accountability. Disorganized financial records
and a lack of systematic approach can signal
to auditors that the leadership of the SME
may not be reliable or committed to

. compliance, thereby heightening the risk of

' their withdrawal from the engagement.
Vol.52
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IAVOIDS "SCOPE LIMITATIONS" (QUALIFIED OPINIONS) I

For 2026, experts believe that audit readiness goes beyond compliance; it's essential for

"bankability" and operational resilience in a tough economy. Preparing for an audit involves making

a business auditable and appealing to professional audit firms, not just meeting compliance

standards.

OUR SERVICES THE FOUNTAIN LIGHTS UK OFFERS YOU THE FOLLOWING:

BUSINESS ADVISORY

Find out more and get involved:
www.thefountainoflight.co.uk
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