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“Accountants don’t have to be experts on robotic process automation, artificial intelligence,
and blockchain. The key is to partner with technologists to offer clients a holistic view and
build a stronger foundation of advisory services for your clients.”

- Amanda Wilkie, Consultant, Boomer Consulting, Inc.

Introduction

Ask the average person to picture an auditor, and they might envision someone hunched over

a pile of paperwork or scanning endless columns of numbers. Of course, most accounting
professionals today know that image is outdated in the new digital era. Today, auditors are less
likely to be sorting through massive amounts of information manually and more likely to leverage
innovative ideas and cutting-edge technology that allows them to spend time focusing on
navigating client relationships.

Technology has an enormous impact on the profession. Thanks to new tools and resources,
auditors are able to work smarter and more effectively — with each other and with clients.

Machine-learning based tools can rapidly analyze hundreds of documents and identify exceptions
and outliers in a fraction of the time it took a decade ago. What used to require days of review can
now happen in near real time.

Despite these advances, some firms are still hesitant to move forward with new technology in
auditing processes and workflows. Some worry they don’t have the technological background to
navigate the new digital world. Others have analysis paralysis, not knowing what they should be
spending on technology and where.

In this white paper, we'll take a look at current challenges affecting the profession, new
technologies entering the audit area, and how firms can move forward.

The Risk: Technical Debt

What happens when firms stick to the technology status quo? Technical debt.

The term technical debt describes the costs a firm incurs when they choose an expedient route
over a long-term approach that would take more time and effort. Some examples are; supporting
several versions of a desktop-based accounting solution rather than transitioning clients to the
cloud, having users on different versions of Windows, maintaining several different “standard
desktop” setups through the office, or running other applications that are no longer supported.

In the short term, the firm saves time and money by keeping the status quo. However, over the
long-term, failing to address issues and loose ends results in high costs for maintenance and even
more expensive fixes. The problem with technical debt, like all debt, is that it accrues interest that
must be paid off before you make a new “purchase.”

The cost of technical debt has always been high, but it’s even higher today. As the capabilities of
new technologies in auditing are growing exponentially, so does the cost of technical debt. It's
no longer just about ripping and replacing old computers and monitors, upgrading operating
systems, and migrating to cloud-based applications. Now, the cost of technical debt hinders
innovation. The resources used for maintaining substantial technical debt — fixing things that
break and putting out fires that come out of nowhere — cannot be used for anything else.

It's up to firm leaders to determine where they want to be on the adoption timeline. Do you want
to be cutting edge and leverage technology? Do you want to be a fast follower, getting in once
best practices are established? There are successful firms in both categories. Where you don’t
want to land is with the laggards — firms that get into a cycle of technical debt, believing it never
“makes sense” to move to new technologies because they’ve invested so much into the old.
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New Technologies in Auditing

Across the country, accounting firm leaders attend industry conferences and hear about the latest
technologies impacting audit. If technical debt is holding your firm back from innovation, here is
an overview of some of the advancements you are missing.

Risk-based auditing

Risk-based auditing has been around for a long time, but few firms have truly embraced it, either
because they don’t understand a true risk-based audit approach or because they don’t have the
tools to link audit procedures to risks.

Data collected by the AICPA Peer Review Program shows that more than 1in 10 firms failed to
comply with AU-C Section 315, Understanding the Entity and Its Environment and Assessing the
Risks of Material Misstatement or AU-C Section 330, Performing Audit Procedures in Response to
Assessed Risks, and Evaluating the Audit Evidence Obtained'.

As a result, audit teams spend hours on low-risk areas with strong internal controls while higher-
risk areas receive no more attention than that prescribed by a checklist.

Investing in technology that can tailor engagement procedures and documentation to risks to
prevent over-auditing is the key to maximizing profits on an audit while achieving high audit
quality.

Automated workpaper generation and management

Inputting the clients trial balance into the firm's audit solution, generating audit workpapers, and
importing client data into those workpapers is a time-consuming aspect of any audit engagement.
Even those with standardized audit procedures may deal with individual workpaper preferences
that create inefficiencies for staff members performing the work.

Automating workpaper creation and trial balance data collection will help you achieve a more
productive and profitable audit practice.

Audit analytics

Data analytics are an increasingly critical part of the audit workflow. It enables auditors to analyze
larger data sets quickly and focus on outliers and exceptions, spend less time on sampling, and
more time providing a higher level of insight into risks and client operations.

Audits have long delivered compliance and confidence in client’s financial statements, and

they will continue to do so. However, soon that may not be enough to meet clients’ evolving
expectations. Advances in technology now give organizations access to a breadth and depth of
information that would have been unthinkable a decade ago, and forward-thinking firms are using
that data to give them a competitive edge.

Rather than being focused solely on hindsight, audits that include data analytics can be
more insightful and allow clients to take stock of their operations and adjust them to improve
performance and gain a real advantage.

Automating low value tasks in your audit process and focusing on more effective audit procedures
will allow your teams to deliver higher value to your clients. This takes you beyond compliance and
into opportunity.



-

2 2

To change the
conversation around
your IT spending,
you need to know
your audience.

The Current State of New Technology in Auditing 5

Budgeting for Innovation and Technology: A New Approach

In a changing landscape of technology in auditing, all firms — especially those with technical
debt that is holding them back from investing in innovative audit technologies — need to rethink
budgeting for innovation and technology. This isnt just about allocating more dollars to tech or
adding new line items to your existing budget. It requires a whole new approach.

Every aspect of an accounting firm is evolving, from the services you offer to who you hire, so the
way you budget should change as well.

Firms tend to spend the most on things that make the least impact: applications. They used to be
able to buy a license for their software applications and use it for the next three to four years. Now,
everything is moving to a subscription-based model, and the cost goes up by around three to five
percent each year. Thus, if you are budgeting for a 3-5% increase in your technology spend each
year, you're simply maintaining the status quo — nothing is going to innovation.

To change the conversation around your IT spending, you need to know your audience. Three
classes of stakeholders typically have a seat at the table when it comes to budgeting for
technology and innovation, each with their own set of priorities.

* CFO/Finance Leaders. Want to see the typical line items, such as operating and software
costs.

e Firm Leadership. Interested in return on investment and what the firm will spend on security.
Security spending can be difficult to split out because the costs are rolled up into applications.

* Innovation Leaders. Primarily concerned with the resources the firm is ready to dedicate to
innovation.

It's tough to create one budget that addresses these three competing priorities, so we recommend
developing three separate budgets, which all tie to the same final number, but frame the
conversation differently based on who is having the conversation.

The budget for the CFO or other finance leaders can break your technology budget down into
traditional line items:

% Boomer Consulting Inc. Budget Template
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The budgeting worksheet for firm leadership breaks out the costs differently to emphasize areas of
importance or risks, such as security or shifts to infrastructure as a service (laaS) platforms:

%‘5 Boomer Consulting Inc. Budget Template
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The worksheet for innovation leaders shows innovation spending by project:

%5 Boomer Consulting Inc. Budget Template
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This budgeting method will help your IT leaders communicate that you need to invest in paying off
technical debt to free up capacity and dollars to focus on more innovative projects.

Keep in mind, the technology budgeting process shouldn’t be solely focused on internal
operations. It should also look for ways to leverage technology with clients and create new
revenue-generating opportunities. Many of the same technologies that allow firms to automate
and streamline the audit process are also available to your clients’ businesses. From data
analytics to robotics process automation, there are numerous ways you can provide a higher level
of value to your clients by investing in and applying technology to their businesses. By doing so,
you fuel your firm’s progress in improved performance, profitability, and growth.

Bridging the Gap Between Technology and Advisor

If your firm is not looking to invest in tools to help you automate routine audit work and streamline
processes to do more work, you’ll need a larger team capable of handling the increased workload
manually. Additionally, you'll alienate the best candidates who are looking for experience with
these emerging technologies. Attracting and retaining talent has been a challenge for years, so if
hiring more people is your answer to scaling your business, you'll face a constant uphill battle.

Successful firms don’t view technology as a cost of doing business but as a strategic asset. They
build an IT leadership and governance model that helps harness the power of technology as an
accelerator toward improved performance, profitability, and growth.

Headlines predicting the end of compliance work demand attention, but even with disruptive
technologies like artificial intelligence, blockchain, and robotic process automation, audits are
not going away. However, they will change, and auditors will need to be able to understand and
leverage technology.

Just as technology is changing the landscape in our profession, your clients are being transformed
as well. You will start to see more of your clients leveraging emerging technologies, and you will
need to be able to incorporate them into your audit, especially when it comes to identifying and
mitigating risks and evaluating internal controls.

As audits become much more focused on risks and internal controls rather than transactions,
auditors don’t need to become tech experts, just as you wouldn’t expect IT professionals to
understand the ins and outs of accounting. You don’t have to become an expert on robotic process
automation, artificial intelligence, and blockchain, but you will need to partner with technologists
to offer clients a holistic view and build a stronger foundation of advisory services for your clients.
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New technologies are impacting every area of your audit department and your firm, so managing
the people, planning, and processes around technology is critical to the success of your firm.

Don't wait for “the future of audit” to compel you to change. In the long run, playing catch-up
requires even more time, effort, and money than continuously investing in improvements that will
keep your technology at a high level.

Start today by taking these initial steps:

Get IT budgeting in alignment with the firm’s strategic plan. Sound IT governance ensures
that technology decisions are made in support of business goals and objectives. Without
alignment between the firm'’s vision and technology, you'll have trouble focusing on initiatives
that support the desired results. Start by developing a strategic plan for the firm (while giving
IT a seat at the table) and then develop a technology plan that rolls up to and supports the
firm's strategic objectives.

Create a technology steering committee. A common mistake firms make is to label most

(if not all) strategic initiatives as IT projects rather than firm projects. A cross-functional
technology steering committee can create a more balanced collaboration because it has
representation from all levels and service areas of the firm, including marketing, business
development, training and learning, human resources, etc. This takes some of the pressure for
execution off of IT.

Create professional development plans for your IT team. Emerging technologies are
changing the role of IT professionals and the skills necessary to be successful in the role.
Technology certifications are important, but so is the development of success skills such as
management, leadership, and communication. This will better position IT to understand how
your firm delivers services to clients and help facilitate the identification and implementation
of tools that will make their work easier and more efficient.

Make IT planning and budgeting a collaborative effort. Many firm IT leaders dread the
budgeting process. They present to a group that crunches numbers for a living, so tend to get
beat up during the budgeting process. Using the budgeting templates outlined above can help
the process go smoother. Another key strategy is to differentiate maintenance from innovation.
The maintenance portion of the budget is required to keep the lights on — that doesn’t need to
be open for discussion. The conversation needs to revolve around innovative projects that will
move the firm forward.

Join a peer network. With the speed of change today —in technology and all areas of the
profession — it's impossible to keep up if you operate in a vacuum. Step outside of your own
four walls and learn from your peers. A peer network that brings together IT professionals
and business leaders in the same room can point you in the direction of solutions you hadn’t
considered but should be exploring and bridge the gap between IT and firm management.
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Recommended Solutions From Thomson Reuters
Progressive Audit Technology for the Growth-Minded Firm

Future-proof your firm and audit capabilities with the cloud audit suite. Through real-time digital
collaboration, engaging employees with progressive technologies, and greatly improving client
retention, you can deliver actionable insights and value-added services beyond the audit report.

Learn more.

Training and CPE to Support Staff and Firm Growth

Ensure that your staff have the training — and CPE credit — needed to keep your clients happy and
your practice growing. Checkpoint Learning® provides the most comprehensive learning courses
and CPE tracking built specifically for your firm’s needs. Offered in a variety of formats, including
webinars, self-study courses, virtual conferences, and live events, Checkpoint Learning has
something for every learner.

Learn more.
Al Meets Research

Checkpoint Edge™ is the next generation of our Checkpoint™ research and guidance tool for tax
and accounting professionals. It delivers the latest in artificial intelligence, cognitive computing,
and machine learning technologies, combined with the tax and accounting expertise of our
editorial staff. It enables you to find fast, accurate answers with a more fluid and intuitive user
experience.

Learn more.
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