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Editorial
Dear GGI friends and colleagues,
Welcome to this new edition of
our GGI FYI Auditing, Reporting &
Compliance News, which again shows
a broad variety of topics representing
technical hot topics which are likely to
even grow in our future daily business.
The inspiring lead article by Niranjan
Raman from JAA & Associates, India,
covers the challenges of accounting
for intangible assets in a world of
increasing digitization. Beyond that
we have highly interesting articles
on sustainability and its effects on
current and future financial reporting
from a European perspective. Our US
colleagues provide us with insights
into the corporate transparency act
as well as the functionality of the
LIFO method for the valuation of
inventories. The transition to IFRS
is a challenge for many clients. Our
GGI friends in Vietnam provide their
perspective on the biggest tasks to
accomplish this change in accounting.
As a Practice Group, we have been
dealing with the IAASB draft of an
ISA for less complex entities in the

past and, with the extraordinary effort
of Prof Dr Michel De Wolf, prepared
opinion letters sent out to the
IAASB representing GGI’s position.
The corresponding German draft
standard for less complex entities is
discussed in a highly interesting article
showing a German perspective on
the current discussion. Furthermore,
a very readable introduction into
root cause analysis is presented in
this newsletter and will hopefully
bring benefit to your audit practice.
A standardised European access
to financial information by
implementing ESAP is likely to
provide centralised access to
publicly available information
pertaining to financial services,
capital markets, and sustainability.
Please take note of this article with
significant future implications.

of numerous different countries
which are really worth reading.
Please contact the authors directly
if you would like to elaborate
on any of the subjects.
See you all in Limassol!
Best regards

In a highly relevant article, major
trends and challenges of the
accounting practice are presented
and how we can react to them.
I am very delighted that we have
so many articles from members

  Boris Michels
Global Chairperson of the
GGI Auditing, Reporting
& Compliance Practice Group

Disclaimer – The information provided in this newsletter came from reliable sources and was prepared from data as-

sumed to be correct; however, prior to making it the basis of a decision, it must be verified. Ratings and assessments reflect
the personal opinion of the respective author only. We neither accept liability for, nor are we able to guarantee, the content.
This publication is for GGI internal use only and intended solely and exclusively for GGI members.

Intangible assets in the age
of 4IR: current accounting
and the way forward
By   Niranjan Raman

Synopsis
This article explores the current
accounting guidelines for Intangible
Assets (IA), and highlights the
need for an overhaul of these
guidelines in response to today’s
fast paced technology changes.

The world we live in
The Fourth Industrial Revolution
(4IR) that has churned up today’s
world is significantly different from

GGI member firm
JAA & Associates
Advisory, Auditing & Accounting,
Corporate Finance, Fiduciary &
Estate Planning, Tax
Bangalore, India
T: +91 80 26640689
W: jaa-associates.com
Niranjan Raman
E: niranjan@jaa-associates.com
JAA & Associates is an Indian firm of
chartered accountants with eight partners
collectively sharing over 150 years of
experience serving several multinational
and Indian clients. The firm provides
services to clients in the areas of
auditing, accounting, taxation, valuation,
estate planning and deals.
  Niranjan Raman is a Chartered
Accountant in India with two

earlier industrial revolutions as it
has impacted our daily lives at an
unprecedented scale and speed.
4IR ideas complement and even
replace human intelligence, while
earlier industrial revolutions focused
primarily on building tangible assets
to reduce or replace physical labour.

4IR – claim to fame
4IR businesses, particularly in areas
such as e-commerce, fintech and edtech, have disruptive technologies as
their foundation and claim to fame.
This has spawned a new generation
of companies with an “asset

light” business model. Disruptive
technology, though off-balance sheet,
is often argued to be a key driver of
astronomical enterprise valuations
due to the following factors:
the high barrier for entry of
competition it creates,
the quick scale-up capability
it provides with minimal
incremental cost,
the continuous optimisation it
provides to business economics, and
its disruption and dominance of
conventional business models.

What are the current
accounting guidelines
for intangible
development costs?
Niranjan Raman

decades of experience in the profession.
His area of specialisation is audit and
accounting advisory services, including
GAAP transitions, helping clients to analyse
complex accounting matters, client training,
and financial reporting process advisory.
He is an active speaker in seminars and a
published author in his areas of expertise.

The current accounting guidelines
for intangible assets, in IAS 38,
“Intangible Assets” and SIC 32,
“Intangible Assets – Website
Costs”, set a higher threshold for
capitalisation of costs related to
internally developed IA in contrast to
the requirements of IAS 16, “Property,
Plant and Equipment” for tangible
assets. Beyond the assessment of
future economic benefits and cost
measurability required for tangible
assets, internally developed intangible
asset recognition requires evaluation

...next page
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of technical feasibility to complete
the asset development, prevailing
intention to use or sell the asset,
and the availability of resources
to complete the development and
then sell or use such asset.
Considering that IA by their nature
are not physically existent and their
value to one company may differ from
another due to subjective factors, the
above additional criteria provide a
more robust framework for assessment
before recognition. The reality is that
in applying these criteria, enterprises
tend to be conservative rather than
prudent, with an understandable
scepticism about recognising
internally generated IA on account
of cost-benefit commensurateness
in a finance function. Factors
affecting this reluctance include:
the additional investment
requirement in processes such as
project costing, time sheet records,
future economic benefit projections,
and periodic impairment testing
that will need to be continuously

updated in this rapidly changing
world of technology; and

empirical archival methods, field study
methods, experiments, and surveys.

in certain jurisdictions, preparers’
preference for an earlier tax
deductibility of the development
expense when incurred, rather
than to defer the tax claim for
expense by capitalisation.

The way forward

Where are
accountants heading
in the accounting
for intangible
development costs?
The IASB Research Forum initiated
a discussion with a variety of
interesting perspectives presented
in its November 2020 meeting.
The issue is proposed to be further
deliberated in November 2023,
with the IASB calling for research
papers using analytical approaches,

Accounting for IA today is as relevant,
if not more so, as the accounting of
tangible assets and working capital.
There is an urgent need for the
standard setting process to be closely
informed of the fast-paced changes of
the 4IR world, and for the publication
of more comprehensive guidelines
sooner than in a couple of years.
Meanwhile, companies need to
closely examine the need to recognise
IA with the aim to set up adequate
processes to appropriately reflect
the substance of an enterprise value
on their balance sheets and ensure
transparent disclosures in financial
reporting. Contributions to the ongoing
research by all stakeholders will
lead to the development of a highquality standard of IA assessment
suitable to the needs of the 4IR age.

Integrated thinking
and reporting in Italy in
relation to the ESG world
By

  Paolo Motto

Over the years organisations that
benefit from the use of integrated
reporting have had a key means of
improving corporate communication.
According to the International
Integrated Reporting Council
(IIRC), integrated reporting helps
SMEs to better understand and

communicate how they create value.
This framework identifies six
corporate capitals, including financial
productive, intellectual, human, social
and relational, as well as natural
capital. When properly cultivated,
these can add value over time.
Understanding how the company
creates value, and communicating

that value to the outside world is
paramount. Companies should focus
on improving risk management,
decision-making, and on
strengthening communication with
stakeholders. Integrated thinking
provides an in-depth knowledge of
the business, defines the strengths
of the business model, identify its
weaknesses and helps to solve them

quickly. All this contributes to creating
a forward-looking corporate culture.
Every company should disclose to
its stakeholders the impacts of its
activity on the planet, its objectives,
its business principles and future
prospects. Integrated reporting
combines financial data with a
whole range of other significant data
providing financial investors and
stakeholders with a complete view of
the company. These reports ensure
growth, comply with all the ESG
requirements, and have a positive
impact on the world we live in.
Integrated reporting helps to
understand the why of the
company’s strategies, governance
and performance. It can also
provide links to helpful information
elsewhere, such as more detailed
financial and statistical information
or to external sources.
The evidence shows that companies
that have a culture of integrated
thinking and ESG compliance can
create linkages between different

GGI member firm
Three & Partners
Accounting, Tax, Legal,
Corporate Finance
Turin, Italy
T: +39 011 5808352
W: threeandpartners.com
Paolo Motto
E: motto@threeandpartners.com
Three & Partners is a boutique firm based
in Turin and deep-rooted in the northwest
of Italy but with a clear European identity
and a strong international vocation. The
firm provides integrated tax, corporate,
legal and business advice and assistance
all over Italy on a wide range of domestic,
European and international matters.
  Paolo Motto, Founder and Partner, is
a Chartered Accountant and Statutory
Auditor with considerable experience

drivers of value creation and are
better prepare for the future. They
are more resilient in the face of
the short-term challenges and

Paolo Motto

in business consulting, corporate
internationalisation and business crisis
management. He was a representative of
the Italian Chamber of Commerce in Dubai
and was a member of the International
Chamber of Commerce (ICC).

more flexible because they are
managing risks in real time.
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Impact of the new
Corporate Sustainability
Reporting Directive (CSRD)
on clients and audit firms
By   Boris Michels and Kolja Spee
The EU-Commission will
require auditors to audit CSR
information and to include the
results in the audit opinion.
The Corporate Sustainability Reporting
Directive proposal (CSRD) published
by the EU Commission in April 2021
both increases corporate social
reporting (CSR) requirements and
extends the circle of companies
that are compelled to report. The
new requirements apply to all large
European companies for financial

GGI member firm
nbs partners
Auditing & Accounting, Tax,
Law Firm Services
Hamburg, Germany
T: +49 40 44 19 60 12
W: nbs-partners.de
Boris Michels
E: michels@nbs-partners.de
Kolja Spee
E: spee@nbs-partners.de
nbs partners is a multidisciplinary
association of certified public

years beginning 01 January 2023 or
during the calendar year 2023. As of
2026, the same reporting requirements
will apply to small and medium-sized
capital market-oriented companies.

What are
the key issues?
Sustainability issues and
business strategy
Explanation of the robustness
of the business model in terms

Boris Michels

accountants, lawyers and certified tax
advisors, with a focus on the audit and
advisory of small, mid-sized and large
entities, as well as international groups
and high-net-worth individuals.
  Boris Michels, CPA, CVA, Tax Advisor
is Senior Partner in the audit department
of nbs partners in Hamburg, and Global
Chairperson of the GGI Practice Group

of sustainability risks e.g., rising
sea levels or resource scarcity)
The firm’s ability to benefit
from sustainability initiatives
Description of corporate
sustainability principles
Development and implementation
of the sustainability strategy
Sustainability goals and
appropriateness of the strategy
for all stakeholders

Kolja Spee

Auditing, Reporting and Compliance.
With over twenty years’ experience,
Boris is responsible for international
assignments and quality control.
Kolja Spee studied Finance & Accounting
with strong focus on sustainable
Accounting and Corporate Governance at
Leuphana University Lüneburg. He is a
CSR-Reporting specialist at nbs partners.

Role of management and
the supervisory board
Internal monitoring of corporate
sustainable behaviour at all levels
(e.g., sustainability KPIs)
Involvement of management (e.g.,
frequent management reporting)
Corporate actions to enhance
sustainability of the entire value chain
Description of sustainabilityrelated due diligences
Negative implications of the value
chain (“Principal Adverse Impacts”)
and corporate actions to reduce
them (e.g., carbon footprint)
Further information
Intangible assets such as human
capital or intellectual capital

Methods of collecting sustainabilityrelated information

What is important
for audit firms?
Audit firms need to gain knowledge on
how to review and provide assurance

on CSR reports. Many companies will
struggle with the new requirements
as they have little to no experience in
CSR reporting. They are likely to ask
their auditors for advice. Consequently,
it will be important for auditors
and accountants to be prepared
in developing, implementing and
auditing effective and appropriate
sustainability reporting.

Changes in US corporate
governance: the Corporate
Transparency Act
By

  Jonathan B. Wilson

Defining “beneficial
ownership”

The Corporate Transparency
Act, adopted by Congress in
December 2020, dramatically
changes US corporate law.
The Act requires every corporation,
LLC and limited partnership to file
a beneficial ownership report with
the Financial Crimes Enforcement
Network or “FinCEN”. FinCEN will
use the data to create a national
registry to fight money laundering.

substantial control over the company.
Because this definition is susceptible
to interpretation, many will need
legal help to determine whether
they have “substantial control”.

The Act defines “beneficial owner”
as a person who, directly or
indirectly, either (a) owns more that
25% or (b) exercises “substantial
control” over the company.

Information
required and timing

The definition of “substantial control”
looks at whether the individual by
virtue of their role or other factors has

Each company must disclose in its
report the name, date of birth, home

...next page
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address, and a “unique identifying
number” for each beneficial owner.
The unique identifying number may
be a US driver’s licence or passport
(or a non-US equivalent for non-US
residents). The report must also
include an image of the document.
No reports are due until FinCEN’s
regulations take effect and no
effective date has been announced
for its draft regulation.
Once the regulation takes effect,
newly-formed companies (and newly
registered non-US companies) must
file their first report within 14 days of
formation. Pre-existing companies
(and previously registered non-US
companies) will have one year from the
effective date to file their first report.
A reporting company must file
an amendment within thirty days
after any change in the information
covered by a prior report.

Exemptions
and enforcement

beneficial ownership is already
collected under another law, such as
publicly traded companies, banks,
public charities, and the wholly-owned
subsidiaries of exempt companies.
An exempt company, however, will
have only 30 days to file its first
report if it loses its exemption.
Companies that fail to file will be

GGI member firm
Taylor English Duma LLP
Law Firm Services
Atlanta (GA), USA
T: +1 678 336 71 91
W: taylorenglish.com
 	 Jonathan B. Wilson
E: jwilson@taylorenglish.com
Taylor English Duma LLP is a full-service
law firm headquartered in Atlanta. The
firm represents all types of clients from
Fortune 500 companies to start ups to
individuals. A 2018 recipient of the Forbes
Small Giants award, the firm is the Georgia
law firm member of GGI Global Alliance.
   Jonathan B. Wilson is a Partner with
Taylor English Duma LLP who enjoys
solving complex business and transactional
problems for clients. He applies his more

liable for a USD 500 per day fine.
Individuals who wilfully provide
inaccurate information or refuse
to file may have criminal liability.
Read the full version of
this article   here.

Jonathan B.
Wilson

than 30 years of experience as an in-house
lawyer, business adviser and strategist
to help business executives and owners
achieve negotiated solutions to corporate,
technology and financial transactions.

The Act exempts companies whose

LIFO: back in style
for US companies
By   Jeffrey A. Ford
With the return of inflation at
levels not seen for decades, the
LIFO (last-in, first-out) method
of inventory costing may be a
valuable tax-saving opportunity.
LIFO is not permitted by IFRS, but
it is still acceptable in the US.

How and
when it works

costs in inventories. Its effects
are muted or even reversed when
inventory levels or costs decrease.

In situations with both rising
costs and increasing inventory
levels, LIFO results in the higher,
more recent costs flowing through
cost of sales with the lower, older

LIFO may be elected for all inventories
or any component of inventories,
such as raw materials, labour, outside
processing or overheads. It may
be elected for specific products or

business lines. Of the many choices
of methods available, the earliest
acquisition method allows up to an
additional year of inflationary effects to
be captured in the calculations. LIFO
calculations are typically done outside
of a company’s ERP system, avoiding
costly or confusing software changes.

Limitations
The LIFO Conformity Rule requires
that companies using LIFO for tax
reporting must also use LIFO for
financial reporting purposes.
LIFO is elected by way of a form
filed with a company’s federal
tax return. Thus, a company may
evaluate the advantages of LIFO
up to the filing date of the tax for
the first year of using LIFO. The
election is subject to IRS approval.
LIFO may also be revoked, also
subject to IRS approval. When
revoked, the LIFO reserve will be
added to taxable income evenly over
four years, beginning with the year
of change. Further, LIFO may not be
re-elected for at least five years.

GGI member firm
Grossman Yanak & Ford LLP
Advisory, Auditing & Accounting, Tax
Pittsburgh (PA), USA
T: +1 412 338 93 02
W: gyf.com
Jeffrey A. Ford
E: ford@gyf.com
Grossman Yanak & Ford LLP is a
full-service CPA firm, headquartered
in Pittsburgh, Pennsylvania. Their
accounting and consulting service
offerings include audit and assurance,
tax advisory and compliance, business
valuation and litigation support,
business advisory/ management
consulting, and ERP solutions.

Summary
Growing US companies with upward
pressure on material, labour and
overhead costs may benefit from
electing LIFO. A LIFO election,

Jeffrey A. Ford

  Jeffrey A. Ford is a Founding Partner at
Grossman Yanak & Ford LLP. He has over
30 years of experience, focused in audit
and assurance, M&A transactions, and
technology consulting. Jeff has served on
a variety of ownership groups including
public and private companies, private
equity groups and international investors.
He currently
serves on the
AICPA Governing
Council.

however, is a significant decision
and should be carefully evaluated.
Equally important is the careful
analysis of the many options
within the LIFO election, which are
not changeable once elected.
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The conversion of
VAS to IFRS – what
businesses should prepare
or eliminates tax compliance risks
due to no clear legal framework by
identifying exact taxable income
calculations based on IFRS and VAS.

By   David Truong Lang
Undeniably, IFRS – the International
Financial Reporting Standards – is very
popular with businesses worldwide
with recommendations as per OECD’s
guidelines. Vietnam Accounting
Standards, the so-called VAS, is used
specifically for the local accounting
system under Vietnamese jurisdiction.
Under the impact of globalisation,
the transition from VAS to IFRS is
inevitable. Thus, in 2020, the Vietnam
Ministry of Finance issued Decision
No. 345/QD-BTC approving the
plan to apply IFRS in the country.

Differences
Despite being designed in line with
the framework of IAS/IFRS, VAS has
26 standards, compared to the 41 of
IAS and 16 of IFRS. Hence, VAS is not
equivalent to IAS/ IFRS. Most of the
differences between the two standards
come from accounting operations,
and revenue-expense recognition
principles, causing disparity in
business performance evaluation. Such
differences can change salaries and
bonuses for employees, and impact
market and shareholder expectations
(for listed or public companies).

Recommendations
The Ministry of Finance has
encouraged Vietnamese companies
to switch to IFRS voluntarily in
the period 2022-2025. During this
period, firms should use parallel

VAS financial statements (for
individual financial statements)
and IFRS (for consolidated ones).
This policy familiarises companies
with the new accounting standards
beyond the VAS, and minimises

GGI member firm
Viettonkin Consulting
Auditing & Accounting, Tax,
Corporate Finance, Advisory
Ha Noi and Ho Chi Minh City, Vietnam
T: + 84 918 866 858
W: viettonkinconsulting.com
 	 David Truong Lang
E: info@viettonkin.com.vn
Founded in 2009, Viettonkin is a multidisciplinary group of consulting firms
specialising in accounting, legal, and
a one-stop solution to FDI enterprises
worldwide. The FDI consulting company
aims to facilitate and connect investors in
Southeast Asia with the rest of the world.
  David Truong Lang is the Founder and

Along with this recommendation,
companies should invest in training
professional accountants. According
to Mr. Trinh Duc Vinh, Deputy Director
of the Department of Management
and Supervision of Accounting and
Auditing, training IFRS-proficient
staff normally takes about 3 to 5
years. For large corporations, it
takes 3 years, and even longer for
smaller companies. Additionally,
the transition from VAS to IFRS
requires the cooperation of different
departments and governing bodies,
including the board of directors, key
managers, and the legal department.

David
Truong Lang

CEO of Viettonkin. David has over 10 years
of experience, focused on FDI investment
and supporting worldwide enterprises.

The German draft standard
for audits of less complex
entities (LCEs) compared
with the IAASB draft
By Brigitte Jakoby
In the last Auditing, Reporting and
Compliance (ARC) Practice Group
meeting, Prof Dr Michel De Wolf gave
an excellent summary of the IAASB
draft standard for audits of LCEs.
In contrast, Germany issued (draft)
German LCE standards in December
2021 which differ from the IAASB
approach in some aspects.
The German standards set the
parameters regarding the type,
complexity and size of the audited

entity. The standards are restricted
to use for mid-sized limited liability
companies (and smaller ones) and
to commercial partnerships; stock
corporations and large limited liability
companies are excluded. The EU size
criteria is used to determine what a
mid-sized limited liability company is.
The requirements were reduced to the
relevant risk situation. From the pool of
standards all those were removed which
are not applicable (e.g., ISA 610) as well
as almost all of the appendices. Should
the actual circumstances of the audited

GGI member firm
Jakoby Dr Baumhof - Wirtschaftsprüfer
Steuerberater Rechtsanwälte
Advisory, Auditing & Accounting,
Corporate Finance, Law Firm Services, Tax
Rothenburg o.d.T., Ebersberg, Germany
T: +49 9861 9405 0

Brigitte Jakoby

W: jakoby-baumhof.de

Brigitte Jakoby
E: brigitte.jakoby@jakoby-baumhof.de
Jakoby Dr Baumhof - Wirtschaftsprüfer
Steuerberater Rechtsanwälte is a mediumsized interdisciplinary company located
in the south of Germany, with offices in
Rothenburg o.d. Tauber, located in Northern Bavaria, and Ebersberg, near Munich.
In 1987, Brigitte Jakoby started collaborating with her husband Eugen Jakoby, also
a German Chartered Accountant and Ger-

man Certified Tax Advisor. Since 1996, she
has been one of the senior partners at Jakoby Dr. Baumhof.

company differ from this classification
or typing, the auditor must comply with
the necessary German requirements
and also the necessary ISA standards.
The German approach is a “bottomup” approach in contrast to the IAASB
“top-down” method which means that
the auditor has to exclude the nonrelevant standards. These standards
are only applicable to entities that
use German accounting principles
and do not have a complex IT.
The German standards require only
the consideration of internal control,
not an evaluation of it, because for
simple entities such an evaluation
is not needed. The risk assessment
section of the requirements in ISA
540 was considerably shortened, as
were the requirements for evaluating
methods, data and assumptions
for accounting estimates.
The German institute of Auditors
(IDW) is confident that the new
German standards guarantee an audit
opinion with reasonable assurance,
but the IDW remains interested in
having international standards for LCE
audits and would rather adopt those
than creating its own German LCE
standards. However, at the moment
the IDW is of the opinion that the
advantages of the IAASB standards are
not adequate compared to the German
version. For this reason Germany will
continue to keep its own standards.
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European
financial integration
By   Malgorzata Motyl
Information is a core issue for
investors in the decision-making
process. Removing obstacles for
circulating and spreading information
is the ground upon which the EU has
decided to build the foundations for
strengthening the EU single market.

Access Point (“ESAP”). This provides
centralised access to publicly available
information pertaining to financial
services, capital markets, and
sustainability. It constitutes part of a
complex action plan aimed at creating a
Capital Markets Union with a free float
for investment and savings across the
European Union without any limitations.

Capital
Markets Union

Total Information
Aggregation

Late in 2021, the European Commission
published a proposal for regulations
establishing a European Single

ESAP will develop EU-wide access to
information and products related to
various entities that have disclosure

GGI member firm
Penteris
Law Firm Services
Warsaw, Poland
T: +48 22 257 83 00
W: penteris.com
 	 Malgorzata Motyl
E: malgorzata.motyl@penteris.com
Penteris is a European law firm
committed to keeping clients ahead of the
market with a mantra of “getting things
done” and “building long-term relations”.
  Malgorzata Motyl focuses on
compliance and regulatory issues. Her
specialised know-how supplements her

requirements. The goal is provide
free access to such information in
an efficient and non-discriminatory
manner for professionals such as
investors, financial analysts, asset
managers, and financial advisers.
The proposal does not establish
any new reporting obligations but
aggregates reports and information
within already existing disclosure
requirements set out in EU legal
acts (for example, the Prospectus
Regulation, Market Abuse Regulation,
Taxonomy Regulation, Transparency
Directive, Takeovers Directive,
Shareholder Rights Directive, and
Statutory Audit Directive). Non-listed
SMEs will have the option of making
information available voluntarily.

Possible Future
Advantages
Malgorzata Motyl

broad and deep experience in handling
corporate matters in, amongst others, the
financial, banking, and real estate sectors.

ESAP should in theory contribute
to the more efficient allocation of
capital across the EU thanks to
greater visibility of less significant
market participants. Implementation
will be finalised by the end of 2024
with further stages planned for 20242026. Moreover, disclosures made
under the Taxonomy Regulation,
Transparency Directive, and Prospectus
Regulation will be accessible through
the ESAP as soon as possible.

Trends and developments
for accounting firms
By   Andrea van der Giezen
Four major changes for accounting
firms were identified in a survey
recently conducted in The Netherlands.
In this article I would like to review
these trends, as it is very likely that
these are also applicable to GGI
members in other countries.

1) Shortage of
accounting and
auditing staff
Our branch is experiencing large
shortages of qualified staff, which
is creating a pressure for increased
salaries. The staffing storage is
persistent unfortunately, as our
beautiful and challenging profession
is apparently not very appealing for
young professionals who often expect
a better work-life balance, and are
not as motivated by the attraction
of promotion or more senior job
titles. So, in order to attract and
retain new staff, at the top of our list
should be to have an inspiring work
environment and to be a modern
employer to our new colleagues.

2) New revenue
models for
accounting firms

GGI member firm
JAN© Auditors
& Business Consultants B.V.
Advisory, Auditing & Accounting, Tax
Amsterdam, Weesp, Schiphol, Valkenburg
and Purmerend, The Netherlands
T: +31 88 2202 357
W: jan.nl/en
Andrea van der Giezen
E: andreavandergiezen@jan.nl
JAN Auditors & Business Consultants
B.V. is a Dutch audit and tax advisory
firm, employing 170 people in four
offices near Schiphol and Amsterdam.
JAN© helps a wide range of (inter)
national clients, providing services in
the areas of taxation, administration,
audits, personnel, salaries, and law.
  Andrea van der Giezen, RA, RB, is
a Senior Partner and a member of the
©

The era of hourly billing is long
past due. New revenue models like
subscriptions have made their entrance
in our industry. Also, the very common
“goodwill model” (in which new

...next page

Andrea
van der Giezen

Board of Directors of JAN©. She is
also responsible for compliance and
quality within the firm. Andrea has
vast experience as an auditor. As well
as being a Certified Public Auditor,
she is also a Chartered Tax Adviser.
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partners need to buy their place at
the top of the accounting firm) is not
likely to be future proof, as this model
is considered to create too much of a
short-term vision. The goodwill model
gets in the way of much-needed large
investments, as older partners could
prefer profit maximalisation instead.

3) Lower hourly rates
More and more, accounting services
like compilation assignments and
financial audits are considered a
commodity. Clients believe that the
accountant is responsible for an

efficient process of their work and that
the rate should be acceptable. With
trend no. 1 in mind, this means that we
are in quite a squeeze! But see trend
no. 4 for a possible part of the solution.

4) Less demand
for bookkeeping
services due to IT
Administrative work and bookkeeping
are slowly disappearing because of
the digitalisation and automating
of processes. They are replaced by

proactive recommendations based on,
for instance, “big data”. It is important
to fulfil the role of advisor. This role is
not necessarily based on knowledge of
every inch of the financial statements,
but it is more based on asking the right
questions of the client. Conversation
techniques play an important part.
These four trends provide more
than enough challenges for us. But
they also come with opportunities
and solutions. Let’s take action
now – you’ll have more control over
how these pressures impact your
business and the opportunities
they’ll create for you in the market.

Root cause analysis (RCA) –
improving audit quality
By   Katherine Rose
RCA is a technique for identifying
the underlying reason behind
audit review findings, whether
specific to one audit or firm wide,
so that an appropriate action can
be taken to prevent recurrence of

GGI member firm
Citroen Wells Chartered Accountants
Auditing & Accounting, Tax, Advisory,
Corporate Finance, Fiduciary
and Estate Planning
London, UK
T: +44 20 7304 2000
W: citroenwells.co.uk
Katherine Rose
E: katherine.rose@citroenwells.co.uk
Citroen Wells’ partners include specialists
with years of practical knowledge assisting
their international clients including

negative outcomes and to promote
recurrence of positive ones.
RCA is about identifying the trigger
for an issue, rather than just
looking at the symptom of review
findings. Dealing with the symptom
is a ‘sticking plaster’ approach. It

the financial problems facing property
investors, dealers and developers. They
offer a range of high quality accounting,
tax, financial and business services.
financial, and business services.
  Katherine Rose is responsible for
quality control, compliance, and technical
matters at Citroen Wells. She also
manages a portfolio of audit clients, with
15+ years’ experience working
with businesses across many
industries, focussing on international
groups and consolidations
under UK GAAP and IFRS.

may address the immediate issue,
but identifying the root cause is a
more effective way to reduce future
recurrence of similar findings.
RCA does not have to be complicated,
yet it can be very powerful if done
well. In simple terms, it is a matter

Katherine Rose

of asking ‘why?’, possibly several
times. It is therefore important that
the individual performing the RCA
displays professional scepticism
and strong personal skills, as well as
sufficient experience and seniority
to be able to ask challenging
questions of the audit team.
It is likely that effective RCA exercises
will involve tailoring and specificity
rather than general procedures.
Possible procedures might include
combinations of the following:
Discussions with the audit team

Asking audit teams to
complete a questionnaire

Resource issues
Personal, ethical and attitude issues

Review of audit work
Process issues
Discussions with those responsible
for training and methodology
Analysis of data collected to identify
correlations across findings
Issues that have the potential to be
root causes of review findings may be
internal, which the firm may be able to
influence, or external, which the firm is
less likely to be capable of influencing.
Potential root causes may include:

Leadership issues
Client issues
RCA is a topical subject across the globe
and has been commented on extensively
by regulators and standard-setters. It is
likely that the regulatory spotlight, and
the call for effective RCA, will soon fall
on a greater range of firms given the new
challenges they will face in the future.
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Letter to Mr Thomas
Seidenstein, President IAASB
31 January 2022.
To the attention of :
Mr Thomas SEIDENSTEIN
President IAASB

Dear Mr President,
Re: Draft new standard – Audits
of less complex entities.
We are writing you in our capacity
of the leadership team of the
Practice Group “Auditing, Reporting
and Compliance” of GGI, which
is a multidisciplinary alliance of
independent accounting firms,
law firms and consulting firms.
Our comments to the draft new
standard have been elaborated on the
basis of the exchanges our Practice
Group had with firms active in
various parts of the world. It should
be clear that the law firms and those
GGI member firms not involved

GGI member firm
DGST Réviseurs d’entreprises
Advisory, Auditing & Accounting,
Corporate Finance, Tax
Brussels, Namur, Verviers, Belgium
T: +32 2 660 63 43
W: dgst.be
Prof Dr Michel De Wolf
E: michel.dewolf@dgst.be
DGST Réviseurs d’entreprises promises
its clients to deliver accurate, independent
and effective advice. The core business
of their audit services is statutory audits
and assurance engagements. For DGST,
auditing is not just about checking

in auditing were not participating
in the outcome of our analysis.
We will limit our comments to some
aspects of the draft new standard.

We do support
the principles and
the general approach
as exposed
As already expressed in September
2019 in response to the survey
accompanying your discussion paper,
we, as a major world alliance with
members doing a lot of audits of “less
complex entities”, we do support
the development of a separate
auditing standard based on the audit
risk approach of modern audit.
By reducing useless audit procedures
on “less complex entities”, the

figures, but involves risk anticipation
and enhanced risk awareness.
Prof Dr Michel De Wolf, is an auditor, lawyer
and honorary chairman of the Belgian
Institute of Auditors. He specialises in
high-level tax advice, financial analysis, IAS
/ IFRS, company law and consolidation. He
has proven experience as an auditor and
advisor, particularly in various non-profit
organizations and public-sector entities. Prof
Dr De Wolf is current Chairman of CBCR/
BOBR, the umbrella organisation for audit
SMPs in Belgium. He is also a member of
the accounting standard setter in Belgium,
and a part-time judge. He is Honorary Dean
of the Louvain School of Management.

draft new standard will make audit
more practical for the best profit
of the SMEs world – a world that
is creating value, innovation and
jobs. By reducing some form of
bureaucratic and disproportionate
audit procedures on SMEs, the
new standard will simultaneously
reinforce audit attractivity, including
for the staff of the audit firms.
A world standard will also avoid the
fragmentation of the audit standards
for SMEs around the world, favouring,
also for SMEs, the comparability, the
consistency and the understandability
of the audit opinions, and the access
to capital where it can be found.
But of course, the new standard
should not be detrimental to audit
quality. This risk should be reduced at
a not significant level. Our comments
suggest amendments to the draft
new standard in order to go further
into the reduction of that risk.

Prof Dr Michel
De Wolf

We advocate
for a more precise
definition of a
“less complex entity”
We think that the definition as
proposed by the draft new standard
for defining a “less complex
entity” could lead to different
interpretations. This could favour
even free riders among auditors
jeopardizing the credibility of
the profession as a whole, and
harmful competition within it.
We ask therefore IAASB to define
the concept of “less complex entity”
without any ambiguity. This could
be done with clear rules, including
positive and negative criteria. For
instance, the evaluation by the auditor
of the impact of the IT tools used by
the auditee should be straightforward
for deciding that an entity is “less
complex” or “more complex”.

of cost, to present themselves as
“less complex”, and/or prefer an audit
proposal based on the assumption
that they are “less complex”. Therefore,
the rules and criteria should be also
designed as allowing the entities
themselves to make a self-assessment
in order to know if they are “less
complex” or “more complex”. Of
course, this self-assessment, which
could take the form of a decision tree,
should be checked by the auditor
on a later stage, with all possible
consequences if the self-assessment
is not confirmed by the auditor’s
assessment. The final decision
of the selection of the applicable
ISA remains with the auditor.

One model report and
one audit opinion

Moreover, we have to avoid
excessive volatility in the answer to
the question of “complexity” of an
entity. If an entity is “less complex”
year one, it should keep that status
year two, except if something very
obvious and undisputable has
changed within the entity or its
environment. Therefore, the rules
and criteria should be also robust.

In order also to avoid any
misperception about the equivalent
quality of an audit according to the
new standard and an audit according
all other audit standards, we strongly
advocate that neither the audit
opinion nor the other parts of the
audit report contain any reference
to the application of the standard
for LCEs. Indeed, an audit according
to the new standard is supposed
to be fully compliant with the level
of assurance delivered by an audit,
when this standard LCE is applicable
(in function of clear criteria and
rules: see our previous section).

It should be expected that many
entities would try, maybe for a question

Introducing a distinction would
on the contrary create possible

misunderstandings by the readers
of the audit reports, including the
banks and the financial markets
when a LCE (usually a SME) wants
to access these markets and
therefore discloses its previous
financial statements possibly audited
according to the new standard.

Group audits could be
done according to the
draft new standard
when the group is
“less complex”
We share the opinion of many
stakeholders that the consolidation
of “less complex” entities does not
qualify automatically the group as
a “more complex” entity. Including
for group audits, the new standard
should include a clear definition of
what is complexity (see above).
Hoping to have the new
standard available and applicable
as soon as possible,
Yours sincerely,
Boris Michels (Germany),
Global Chairperson
of the Practice Group
Prof Dr Michel De Wolf (Belgium),
Global Vice Chairperson
of the Practice Group
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