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Auditors’ Going Concern Decisions: Insights from Practice 

ABSTRACT 

This paper draws on interviews with audit professionals in the Netherlands to investigate the 
decision-making processes involved in assessing and reporting on audit clients’ ability to 
continue as a going concern. Using Actor-Network-Theory, we conceptualize these decisions 
as a dynamic process, involving four interrelated stages. First, partners must recognize going 
concern as a critical issue of the audit (problematization). Second, they enlist a variety of 
internal and external actors to inform the assessment (interessement). Third, these actors are 
coordinated and monitored in the audit team’s preliminary evaluation (enrollment). Fourth, in 
consultation with national office, partners complete the going concern evaluation, including 
audit opinion wording and approval of financial statement disclosures (mobilization). By 
offering an in-depth process account of auditors’ going concern decisions, our study 
challenges prevailing portrayals in the literature as primarily individual or mechanistic. It also 
offers new insights and suggestions for future research into auditor going concern decisions. 
 

 “Auditors are always under the microscope  
when [a] company fails shortly after the issuance of a clean opinion.” 

 
– Douglas R. Carmichael, former PCAOB Chief Auditor, 

cited in Weil and Eaglesham (2023) 
 

Declaration of Generative AI and AI-Assisted Technologies in the Writing Process  
During the preparation of this work, the authors used ChatGPT in order to refine wording of 
occasional sentences. However, the ideas, analysis, and overall writing of the article are our 
own. After using this tool, the authors reviewed and edited the content as needed and take full 
responsibility for the content of the publication.  
 

I. INTRODUCTION 

The bankruptcies of Silicon Valley Bank and Signature Bank occurred just 14 and 11 days, 

respectively, after KPMG issued unmodified audit opinions on the banks’ financial statements, 

prompting public scrutiny over “what KPMG knew about the two banks’ financial situation and 

what it missed” (Weil and Eaglesham 2023). In response, KPMG emphasized that it “stood 

behind its audits” (Reuters 2023), even though neither audit report included an Emphasis of 

Matter paragraph or an explicit going concern modification—disclosures that would be required 

if substantial doubt existed about a client’s ability to continue as a going concern. These events 

highlight the high stakes inherent in auditors’ going concern judgments. Decisions to issue—
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or refrain from issuing—a going concern modification can have far-reaching consequences for 

audit clients, financial statement users, financial markets, and auditors themselves.  

Going concern assessments are among the most challenging and judgment-intensive 

tasks that auditors face (Eickemeyer and Love 2016) because they inherently involve future 

events and conditions under uncertainty, where perfect prediction is impossible. International 

audit guidance under ISA 570 (IAASB 2015a)1 builds on the requirement that management 

assess and substantiate the entity’s going concern assumption (e.g., IAS 8.L, which replaced 

IAS 1.26). Auditors are, in turn, required to assess the appropriateness of management’s going 

concern assumption. Management hence takes the lead in identifying events or conditions that 

may cast significant doubt on the going concern assumption, while auditors separately perform 

risk assessment procedures to identify such events or conditions. When risks are identified, 

auditors perform additional procedures on management’s assessment, including a cash flow 

forecast. A material uncertainty exists when the potential impact and likelihood of occurrence 

of relevant events or conditions are such that disclosure is necessary to ensure fair presentation 

of the financial statements. Provided that the going concern basis of accounting remains 

appropriate, management must disclose this material uncertainty and describe its plans to 

address the underlying events or conditions. In the audit report, this situation would lead to an 

unmodified audit opinion that includes a separate section on “Material Uncertainty Related to 

Going Concern”—commonly referred to as a going concern opinion (GCO)—drawing users’ 

attention to the related financial statement disclosures. 

As noted by Geiger, Gold, and Wallage (2021), prior research has produced relatively 

conclusive evidence on various externally observable factors associated with auditors’ GCO 

decisions, as well as the consequences of these decisions for different parties in the audit supply 

chain. However, much of this work has been archival, relying on publicly available data to 

 
1 The IAASB revised ISA 570 in 2025, placing more emphasis on auditors’ risk assessment procedures, providing 
additional guidance on evaluating management’s going concern assessment and on evaluating the audit evidence 
obtained, and mandating going concern reporting in the audit report even in the absence of material uncertainty. 
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study the issuance and accuracy of GCOs. Even though a GCO reflects the culmination of a 

complex, multi-stage decision-making process, prior research has typically modeled it as a 

binary outcome to be predicted (e.g., Kausar and Lennox 2017; Berglund 2020). Consequently, 

our understanding of how auditors arrive at GC judgments in practice, and how these judgments 

are shaped over the course of the audit, remains limited. This gap is striking given that the going 

concern assumption underlies the preparation and audit of all financial statements, and that 

errors in these assessments can entail significant costs for both audit clients and audit firm. 

This study provides rich insight into the salient phases of auditors’ going concern 

decision-making process based on in-depth interviews with 39 audit professionals in the 

Netherlands. We frame our findings through the lens of Actor-Network-Theory (ANT), 

drawing on Callon’s (1986) four phases of translation, which conceptualize how actors seek to 

enlist others to pursue a particular objective. Applied to the going concern setting, we identify 

four analogous phases. First, auditors recognize going concern as a critical issue, thereby 

problematizing it and establishing it as an obligatory passage point (Phase I). Second, during 

interessement, they actively engage various internal and external actors—including firm 

experts and specialists, client management, and, in some cases, third parties like bankers and 

shareholders—to secure their cooperation in the assessment (Phase II). Third, in the enrollment 

phase, these actors and their inputs are integrated in the process through internal going concern 

consultations and the assembly of relevant going concern-related evidence, culminating in the 

preparation of a GC memo for further review (Phase III). Finally, in the mobilization phase, 

auditors, in consultation with the national office, reach a final judgment on the going concern 

assumption and determine the wording of the audit report and approve the client’s related 

financial statement disclosures (Phase IV).  

Our paper’s contribution is twofold: First, we provide an in-depth process account of 

auditors’ going concern decision-making as a situated and idiosyncratic practice. Building on 

this analysis, we conceptualize going concern assessments as an audit-within-the-audit: a 
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distinct decision-making process, in which the engagement partner establishes and coordinates 

a dynamic and variable network of actors that operates largely independently from the 

remainder of the audit engagement. This network is mobilized to support highly complex and 

forward-looking judgments that exceed the knowledge and expertise typically available within 

the core audit team. Accordingly, auditors rely on specialists for technical financing and 

forecasting issues, and on firm-level resources, such as national office experts or going concern 

panels in Big Four firms, for process guidance and interpretive support. Although the 

engagement partner retains formal responsibility for the outcome, the going concern decision 

is hence embedded in a collective and network-supported exercise of professional judgment. 

Our contribution lies in offering a comprehensive and theoretically informed portrayal of the 

going concern assessment process, which is currently largely absent not only from literature, 

but also from auditing textbooks as well as auditing standards.  

Second, we revisit and challenge prevailing assumptions in the going concern literature, 

which has largely conceptualized these decisions as the outcome of individual engagement 

partner judgment. By foregrounding the collective, contingent, and relational nature of these 

evaluations, we refine the theoretical foundations of this literature and outline a research agenda 

on auditor going concern decision-making. In terms of experimental research, our findings 

suggest moving beyond a narrow focus on the engagement partner to incorporate other relevant 

actors—such as client management, the national office (GC panels), specialists, and peer 

auditors—as well as manipulating network-based features—including auditor-client 

interactions, auditor-national office interactions, and elements of the firm’s support 

infrastructure. For archival research, our process perspective highlights potential implications 

for audit outcomes—such as (abnormal) audit fees and reporting lags—and motivates more 

nuanced examinations of audit firm-size effects, client-side going concern disclosures, and 

related auditor-client dyads. Finally, we problematize the practice of using GCO issuance as a 
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proxy for auditor independence, as our findings suggest that auditors must balance skepticism 

with relational engagement while mobilizing firm resources to support their assessments. 

II. LITERATURE REVIEW AND THEORETICAL FRAMEWORK 

Prior Research on Going Concern 

Auditors’ GCO decisions have been the subject of considerable scholarly inquiry for more than 

four decades. Literature reviews by Asare (1990), Gissel (2010), Carson et al. (2013) and 

Geiger et al. (2021) consistently note that the dominant empirical approach in this literature is 

archival, typically conceptualizing the GCO as the output of a decision process and treating it 

as a proxy for audit independence. Due largely to data constraints, this work models GCO 

issuance as a function of externally observable inputs, such as the client’s financial condition, 

audit committee strength, auditor or audit firm characteristics, macroeconomic conditions, and 

changes in professional standards (Mutchler, Hopwood, and McKeown 1997; Kausar and 

Lennox 2017; Berglund, Eshleman, and Guo 2018). Research has also examined the 

consequences of GCO reporting for clients—such as stock price reactions and self-fulfilling 

prophecy effects (Blay and Geiger 2001; Amin, Krishnan, and Yang 2014; Myers, Shipman, 

Swanquist, and Whited 2017; Strickett, Hay, and Lau 2022)—and for auditor, including client 

loss and litigation risk (Carcello and Palmrose 1994; Carcello and Neal 2003; Kaplan and 

Williams 2013). Other studies focus on attributes associated with GCO accuracy, such as audit 

firm size, industry expertise, and familiarity with distressed clients (Geiger and Rama 2006; 

Bills, Jeter, and Stein 2015; Berglund 2020; Beck, Constance, and Li 2025). A further stream 

has examined whether companies engage in “opinion shopping” by switching auditors to reduce 

the likelihood of receiving a GCO (Krishnan 1994; Lennox 2000; Chung, Sonu, Zang, and Choi 

2019).  

To gain deeper insights into individual auditor going concern decision-making, some 

studies have adopted an experimental approach. These studies have examined the effects of 
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inputs such as financial distress measures and auditor personal attributes and perceptions on 

GCO decisions (Guiral, Rodgers, Ruiz, and Gonzalo-Angulo 2015; Kim and Harding 2017). 

Other experiments have examined broader auditor judgment issues—such as information order 

effects and decision biases—using going concern uncertainty as the decision context (Grossman 

and Welker 2011; Duh, Kuo, and Yan 2018). While valuable, these studies also conceptualize 

GCOs as a discrete engagement partner decision outcome and thereby overlook the sequence 

of judgments, interactions, and procedures involved in evaluating a client’s idiosyncratic 

circumstances. 

Initial attempts to probe auditors’ decision-making processes include survey studies by 

Kida (1980) and LaSalle and Anandarajan (1996), which examined factors influencing GCO 

issuance.2 Kida (1980) further explored auditors’ perceptions of the consequences of 

(in)correctly rendering a GCO, finding these perceptions significantly affect auditor decisions.3 

Building on interviews with 16 Big N partners, Mutchler (1984) finds general consensus 

regarding circumstances that trigger GCOs, while documenting substantial variation in how 

partners perceive the purpose of a GCO and the auditor’s reporting role. Although Mutchler’s 

study did not directly examine the GCO decision-making process, it found that engagement 

partners retained final responsibility for GCO decisions, and that all firms encouraged 

consultation with the national office before finalizing their reporting decisions. 

Taken together, this early literature primarily identifies the events and circumstances 

associated with GCO issuance and documents auditors’ perceptions of their reporting role. 

However, it does not provide a detailed account of the complex process by which auditors 

 
2 Kida (1980) surveys partners to identify financial reporting indicators of distress as the basis for developing a 
GCO decision model. LaSalle and Anandarajan (1996) conduct partner interviews to inform their survey 
instrument, which examines differences in factors associated with modified unqualified opinions versus 
disclaimers of opinion due to going concern uncertainty. They also report auditor responses to open-ended survey 
questions in an appendix, offering additional insight into considerations relevant to going concern reporting 
decisions. 
3 Kida (1980) further finds that auditors can identify client’s continuity issues and accurately render GCO decisions 
comparable to that of statistical models based on financial ratios.  
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evaluate and decide on going concern uncertainty.4 Our study seeks to address this gap by 

revealing the sequence of steps, the constellation of actors, and the interactions that shape going 

concern evaluations and reporting decisions in practice.  

Actor-Network Theory  

Actor-Network Theory (ANT)—developed by Callon (1986), Latour (1987), and Law (1994)—

comprises a set of disparate methods of analysis “that treat everything in the social and natural 

worlds as a continuously generated effect of the webs of relations within which they are 

located” (Law 2009, 141). As a method theory (Lukka and Vinnari 2014), ANT offers a 

conceptual repertoire for examining the processes through which an actor mobilizes other actors 

in a network, while simultaneously foregrounding the empirical material under analysis (Lukka, 

Modell, and Vinnari 2022, 160). ANT is primarily an ethnographic approach that seeks to 

“follow the actors themselves” and provide an in-depth analysis of actors and their networks in 

a specific setting (Latour 2005, 12).5 

A defining feature of ANT is that it is grounded in a “flat ontology,” in which each actor 

“is simply nothing more than what it is at a given moment in time” (Lukka et al. 2022, 140). 

Consequently, ANT does not presume any preexisting social structures or power relations; 

instead, it studies “how complex relationships between distant and diverse subjects and objects 

can become coherent—a constructed order from disorder—or why they may otherwise be 

transient and dissolving” (Robson and Bottausci 2018, 62). At the core of ANT is the notion 

that an actor is “any thing that does modify a state of affairs by making a difference” (Latour 

2005, 71, emphasis in original). This conception encompasses human and non-human entities, 

 
4 An exception is the recent paper by Amer, Samsonova-Taddei, and Georgiou (2025) which draws on interviews 
to study auditors’ assessment of the cash model included in clients’ position papers. 
5 Our study of auditors’ decision-making practices is an important departure from ANT’s common focus on “a 
single explanation, for a single, unique case” (Latour 1996, 131). Yet we are drawn to ANT to analyze the 
empirically derived issue of going concern decision-making as a matter of concern and employ an open-ended and 
descriptive mode of reasoning to produce a rich process description, “without framing [our] inquir[y] in terms of 
pre-existing conceptualizations or causal relationships” (Modell, Vinnari, and Lukka 2017, 67). In pursuing a 
strategy of compartmentalization, we hence reserve our theory-informed reflections for discussing the insights 
gained in the bracketing of the empirical sections (Lukka et al. 2022, 156). 
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recognizing that actor-networks consist of both material and social links (Law and Singleton 

2013, 491). This does not imply “some absurd symmetry between humans and non-humans,” 

but seeks to move beyond the dichotomy between a social world of intentional human actions 

and a material world of causal relations (Latour 2005, 76). Ultimately, ANT “tells stories about 

‘how’ relations assemble or don’t” (Law 2009, 141) and is best understood “as a craft or a set 

of practices that works slowly both on and in the world” (Law and Singleton 2013, 489). 

Accounting research has drawn on ANT to study processes of standardization and 

regulation, the development and diffusion of accounting techniques, and their role in 

organizational change processes (Robson 1991, 1992; Quattrone and Hopper 2001; Gendron 

and Barrett 2004; Justesen and Mouritsen 2011; Mahama and Chua 2016; Pucci and Skaerbaek 

2020). A key concept in this body of work is the sociology of translation, which reveals how 

actors enlist others into a network of support to achieve a particular objective. Translation 

involves “displacement, drift, invention, mediation, the creation of a link that did not exist 

before” (Latour 1999, 179). It entails the transporting of ideas or practices from one context to 

another, while simultaneously transforming some properties of what is being translated (Callon, 

Lascoumes, and Barthe 2009, 49). This process follows an “unpredictable trajectory” (Modell 

et al. 2017, 66), and “is always insecure [and] susceptible to failure” (Law 2009, 145). Failures 

often arise in what Callon (1986) terms trials of strength, which “emerge when actors resist 

externally imposed definitions of their interests and objectives, and refuse to enroll into a 

particular network” (Lukka and Vinnari 2014, 1316). 

Callon (1986) identified four distinct, often iterative and potentially overlapping phases 

through which actors seek to assume authority in a network while mobilizing other actors to 

join their efforts: problematization, interessement, enrollment, and mobilization. The first 

phase, problematization, revolves around matters of concern, which “are identified and taken 

up by multiple actors [...] who then translate and transform them into ‘well-defined’ problems” 

(Mahama and Chua 2016, 31). Such matters “are generally characterized by deep uncertainties” 
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about their characteristics and possible solutions (Callon 2007, 146). Accordingly, they call for 

further investigation and the application of expert knowledge, as issues become obligatory 

passage points that trigger actors to formulate questions to be addressed and determine the 

network of actors required. By doing so, actors position themselves as indispensable—both to 

the network and the program of actions required to address the problem(s). 

The second phase, interessement, entails the efforts of focal actors to engage other 

actors, generate interest, negotiate involvement, and define roles within the emerging network. 

The goal of this phase is to determine what forms of evidence are required to solve the identified 

problem, and which actors are needed to obtain it (Mahama and Chua 2016). Interessement 

typically entails “a series of trials of strength whose outcome will determine the solidity of [the] 

problematization” (Callon 1986, 207). Because each actor can accept or refuse their integration 

into the emerging network, participation must be negotiated to confirm “the validity of the 

problematization and the alliance it implies” (Callon 1986, 209-210). Once the project goals 

and shared roles have been tentatively agreed upon, a collective is established “that brings 

together and coordinates the set of abilities” needed to complete the action program (Callon et 

al. 2009, 54). This collective consists of both human actors and non-human entities. Human 

actors, as members of a professional community, undertake the envisioned activities, interpret 

results, and engage in debates. In turn, non-human entities, such as research instruments or 

analytical tools, enable computations, measurements, or other operations. Together, these 

actors form a system of distributed intelligence that connects diverse skills and knowledge 

(Callon et al. 2009). 

In the third phase, enrollment, the collective’s distributed capabilities are enacted 

through “multilateral negotiations, trials of strength and tricks that accompany the 

interessements and enable them to succeed” (Callon 1986, 211). At this stage, the network 

mobilizes around an action program aimed at “understanding, calculating and modelling” the 

problem previously defined (Mahama and Chua 2016, 31). These activities frequently yield 
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inscriptions—data or traces produced through instruments or procedures. Inscriptions play a 

pivotal role in enrollment. They are expected to correspond to real, albeit presumed, 

phenomena. However, they are often enigmatic and hence require interpretation. Callon et al. 

(2009, 54) describe inscriptions as “infralinguistic,” in that they serve as an “inducement to 

talk. It encourages, solicits, and prepares the articulation of propositions.” Actors within the 

network therefore remain central in deciphering inscriptions, articulating propositions, and 

producing new knowledge. At the same time, enrollment is inherently fragile. As Gendron and 

Barrett (2004, 572) note, actors “have little control over what others are doing,” leaving the 

success of enrollment partly “in others’ hands.”  

The fourth phase, mobilization of allies, entails the dissemination and defense of the 

collective’s claims. Insights generated within the collective are transported to, and reproduced 

in, different settings, where they are evaluated both for their ability to enhance understanding 

of the focal phenomenon and for whether “actors tolerate the proposed configuration” (Pucci 

and Skaerbaek 2020, 4). This requires the collective to translate detailed insights into an 

overarching account of the phenomenon under investigation and to formulate conclusions that 

address the original question or problem. While the actor network remains fragile throughout 

the translation process, and needs to be stabilized continuously, mobilization constitutes the 

decisive test of its durability: the collective must defend its conclusions against scrutiny, 

challenges, and alternative interpretations, thereby consolidating the alliances and agreements 

formed during earlier phases. 

We draw on the four phases of translation to gain deeper insights into auditors’ going-

concern decision-making, which we hence conceptualize as a process, rather than a discrete 

event. Our approach is thus motivated “by a broad empirical purpose” (Lukka et al. 2022, 143): 

to understand going concern uncertainty as a matter of concern—that is, how audit clients’ 

going concern assumption are problematized as requiring further assessment in the audit 

process. The inherently judgment-intensive nature of this process aligns well with ANT’s 
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emphasis on translation, as it involves establishing an idiosyncratic network of actors to address 

a complex evaluative task (Callon 1986). In our setting of going concern decision-making, such 

a network may include both human and non-human actors, such as the engagement partner and 

audit team, the client, firm policies and tooling, specialists and peers, and, where applicable, 

national office personnel, including going concern consultation panels. Extant time pressures 

in the audit and client reluctance to probe the going concern assumption render the 

establishment of this actor-network a delicate task. Yet the stakes are high, as illustrated by the 

paper’s opening examples, by auditors’ accountability to regulators and the public, as well as 

their legal liability in case they fail to identify a going concern risk prior to a client’s bankruptcy.  

In sum, we characterize the process as one of translation that problematizes a client’s 

otherwise taken-for-granted going concern assumption as a matter of concern to be investigated 

by a collective of professionals seeking to establish whether material uncertainties warrant the 

inclusion of an emphasis-of-matter paragraph on going concern in the audit opinion. 

Accordingly, we address the following research question: 

RQ: How are actor-networks mobilized to assess and report on audit clients’ going 
concern assumption? 
 

III. RESEARCH METHODS 

Data Collection 

To investigate our research question and gain insights into the GCO decision-making processes, 

we obtained interviewee access through the Dutch Foundation for Auditing Research (FAR). 

Our primary request was to identify and interview: (1) senior audit team members involved in 

engagements where the going concern assumption required significant attention, and (2) audit 

professionals affiliated with the firms’ national offices and/or going concern consultation panels 

(GC panel). This approach resulted in in-depth interviews with 39 audit professionals from all 

Big Four audit firms, as well as three other large international audit firms. Given our focus on 

the decisions made by engagement leaders, most interviewees were audit partners and directors, 



 12 

with a smaller number of senior managers serving primarily as experts or members of the firms’ 

GC panels. Specialist interviewees mostly came from the firms’ advisory branches, working in 

the areas of restructuring, turnaround, or corporate finance. They held a support role as 

specialists for audit engagements requiring difficult going concern assessments. Several 

practicing auditors held concurrent roles in the national office or on GC panels. Table 1 presents 

an overview of our interviewees, detailing their primary roles and the capacity in which we 

interviewed them. Most interviews were conducted in person, either at the audit firm or on 

university premises; three were online for practical purposes. 

We began in July 2022 with five pilot interviews involving members of the Dutch 

professional institute’s workgroup on going concern. These individuals were audit firm 

representatives holding leading roles in national offices and/or going concern consultation 

processes. Based on these initial insights, we refined our interview guide. Between October and 

December 2022, we conducted an additional 34 interviews.6, 7 

We developed our semi-structured interview guide based on prior work in the field, 

particularly the focus group sessions by Geiger, Gold, and Wallage (2024a, 2024b). We used 

two versions of the guide, depending on whether interviewees were audit practitioners or 

involved in going concern consultations. Both versions prompted interviewees to walk us 

through a recent or typical going concern assessment, with follow-up questions focusing on 

salient interactions with different actors, the extent and nature of audit procedures performed, 

and the judgments and decisions made throughout the process. While the guides established 

 
6 We submitted our request for interviewee access to the Foundation for Auditing Research (FAR) prior to the start 
of the study, which required us to estimate when data saturation might occur. Previous studies have employed 
sample sizes ranging from 15 to 30 participants (Malsch and Salterio 2016), so we erred on the side of caution, 
especially given the anticipated variation in practices across firms. As a result, we requested access to two to three 
(one) members of the GC panel and four to five (two) practitioners from each participating (non-)Big Four audit 
firm. As our interviews progressed, we noted that saturation set in after about 20 interviews. Nevertheless, we 
continued with our sampling plan to enrich the data, further elucidate issues only briefly mentioned in earlier 
interviews, and incorporate emerging insights as our data analysis evolved. 
7 The lead authors’ institution did not require ethics review for interview-based studies at the time of data collection 
(2022). However, in preparation for submission, we completed the institution’s current ethics self-check 
procedure, which confirms that the study complies with all applicable regulations.  
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key areas of interest, interviewees were encouraged to elaborate freely, allowing rich contextual 

views and insights to emerge. Given the sensitivity of the topic, all interviews were conducted 

under a non-disclosure agreement with the FAR, and informed consent was obtained for each 

interview. 

Each interview was conducted by at least two of the authors and lasted an average of 65 

minutes. Interviews were held in Dutch, the native language of our interviewees, to allow them 

to express themselves freely and with nuance. All interviews were audio-recorded and 

transcribed. For purposes of data analysis and manuscript preparation, the transcripts were 

translated into English, which, as Evans (2018) notes, adds an interpretive layer. To mitigate 

potential analytical bias, we revisited the original recordings where necessary and carefully 

reviewed and refined the English translations. During the drafting phase of our paper, we also 

held a masterclass with practicing auditors, including some interviewees, to discuss preliminary 

insights from our research. This session served both as a member check and as a form of 

triangulation (Lincoln and Guba 1985), confirming the validity of our findings. 

Data Analysis 

Data analysis proceeded in parallel with data collection, both to deepen our understanding of 

GCO decision-making and to enhance the quality of subsequent interviews. As themes began 

to emerge, it became evident that engagement leaders do not make going concern decisions in 

isolation. Rather, their judgments are shaped by firm policies and procedures, as well as their 

personal preferences for engaging and mobilizing others in assessing a client’s ability to 

continue as a going concern. This observation led us to draw on ANT (Callon 1986; Latour 

2005) as a conceptual lens for analyzing our data. 

All authors conducted close readings of the transcripts to identify salient themes and 

recurring concepts in the data. This was done in an open-ended, exploratory manner, aimed at 

assessing whether ANT provided a suitable theoretical lens for understanding our data. Once 

we confirmed this alignment, we mapped Callon’s (1986) four phases of translation—
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problematization, interessement, enrollment, and mobilization—onto the context of auditors’ 

going concern assessments and reporting decisions. Based on our evolving understanding of 

the data, and with the help of ATLAS.ti, we developed a tentative coding scheme. This scheme 

was iteratively refined and expanded as additional interviews were coded. Our abductive 

approach thus combined empirical insights with an emerging theoretical lens to inform our 

analysis (Sætre and Van de Ven 2021). The final set of codes, after further review and 

condensation, forms the basis of the rich, theory-informed narrative of the going concern 

assessment and reporting process presented in the following sections. 

IV. EMPIRICAL FINDINGS  

This section presents the process auditors follow when assessing and reporting on a client’s 

going concern assumption. Guided by ANT, our narrative is structured along the four phases 

through which actors engage and mobilize other actors to pursue their focal objective. Since we 

investigate practices across multiple settings rather than a single case, our description of going 

concern assessments is necessarily stylized. That is, interviewees highlighted that going 

concern assessments are highly idiosyncratic, varying between audit firms and individual 

clients. In addition, in practice, the process is rarely linear but often unfolding recursively and 

iteratively. For clarity, however, we inevitably abstract from the full complexity of practice to 

present a streamlined discussion of the process. Where applicable, we highlight variations 

across cases—for example, differences between Big Four and other audit firms—and in how 

actor-networks are established. A schematic depiction of the resulting actor-network mobilized 

during the going concern assessment process is presented in Figure 1. 

Phase I (Problematization): Going Concern becomes an “Obligatory Passage Point” 

When events or conditions arise that cast doubt on management’s going concern assumption, 

the assessment becomes an obligatory passage point—or a matter of concern—that the auditor 

must navigate (Callon 1986; Mahama and Chua 2016). ISA 570 (IAASB 2015a) provides an 
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extensive list of financial, operating, and other indicators that may prompt such concerns. 

However, in practice, recognizing potential going concern issues is challenging due to their 

infrequency and the wide variety of possible triggers (Mutchler 1984), such as deteriorating 

financial and operational conditions, potential covenant breaches, uncertainty about loan 

renewals, potential actions of significant capital providers, and unforeseen global shocks, 

including COVID-19 lockdowns and sanctions related to the war in Ukraine. The core 

challenge for auditors is determining when a situation exceeds normal business risk (#15).8 As 

going concern risks “can really be anything and everything” (#14), liquidity becomes a key 

diagnostic factor: 

If you have enough liquidity, you won’t go bankrupt¾and negative cash flows won’t push you into 
bankruptcy either, as long as you have enough cash on hand or sufficient borrowing capacity. So, you 
may notice cash positions deteriorating or banks becoming more reluctant to provide additional loans. 
That is the moment when you think, “Hold on, we may have to inquire a little more.” (#17) 

The idiosyncratic nature of going concern risks presents a first hurdle, as auditors acknowledge 

that “every client is different” (#27) and thus requires a tailored and diligent assessment of the 

specific circumstances facing each entity.  

Timely Recognition 

Interviewees emphasize that “timeliness [...] is really key in this whole story” (#37). This 

applies throughout the entire assessment and decision-making process, but is especially critical 

for early recognition of potential issues: 

If you’re early in the process, you can ask [clients] to think about it [cash flow projections] and [say] 
that you’ll come back to it next week. […] If you’re already late in the process, then you immediately 
throw everything in there at once. (#30) 

Auditors therefore must remain vigilant throughout the year (#10). Prior-year audits may 

provide early signals, for example by pointing to potential liquidity shortfalls (#31). Despite its 

acknowledged importance, however, timeliness often remains aspirational, as in practice, “I 

think 90 percent [of the consultations] come in at the end” (#16). Interviewees attribute such 

 
8 Numbers in parentheses refer to the interviews listed in Table 1. 
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delays primarily to clients providing information late or of insufficient quality (#21). However, 

even when clients act promptly and provide adequate information, macro-level shocks can still 

derail the timeline: 

We’ve had covid [emerge in March 2020], we now have credit risk issues [at banks in March 2022], 
and the Ukraine war [breaking out in February 2022]. […] There are probably risks that emerge in 
March, April [when you sign off on the financial statements] that hadn’t been there before. (#18) 

Interviewees describe mixed experiences regarding clients’ proactiveness in alerting auditors 

to potential going-concern risks. One interviewee noted that “I’ve never had a call from a client 

[saying]: ‘We have an issue in the financial statements this year about going concern’” (#18). 

Others stated that “the company already knows” (#8) and indicates quickly “whether things are 

going well or badly, and why” (#6). Such openness was particularly evident for “well-run 

companies that [think] about it well in advance” (#30), possibly without “mentioning going 

concern […] because [they] probably do not see it from that perspective” (#32).  

To enhance timely attention to going concern issues, audit firms have implemented a 

range of tooling, which functions as a non-human entity prompting auditors to identify red 

flags. This occurs already during client acceptance and continuation procedures, since “the most 

crucial risk assessment occurs at the outset. You must know which clients you are going to 

audit and what their issues are” (#28). Such tooling requires audit teams to evaluate “a checklist 

of 20 to 25 events and conditions” (#14), which could potentially trigger a consultation process 

(#4, #30). This list includes questions such as: 

Does the company need a financial support letter? Are there bank covenants? Was there a going 
concern issue last year? You are required to include the key financial metrics—liquidity, solvency, 
equity, cash flow, results—in the engagement and client acceptance or continuation phase. (#38) 

Despite these safeguards, some interviewees expressed caution about rejecting clients solely on 

the basis of going concern risks: 

[Clients] are legally required to be audited, so I find it quite difficult to say, “We don’t want that 
[client].” I do think you have to point out to them that the outcome of the audit could very well be that 
it’s not a clean, unqualified opinion. But I wouldn’t walk away from the risk. (#20) 

For pre-existing clients, the audit will proceed, albeit with heightened engagement risk or the 

assignment of an engagement quality reviewer (#6, #7, #8, #15, #18, #30). For new 
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engagements, however, several interviewees were clear that “we would not accept a client who 

is dark red” (#7), often declining to participate in tenders of distressed companies (#11, #15).  

Beyond client acceptance, the planning phase, including risk analysis, emerged as another 

critical moment for identifying going concern risk:  

We always start [our audit] with understanding the business but also understanding the client. What 
are we dealing with? How is the client doing? On that basis you shape your risk analysis. So, you also 
look at: how is the client doing financially? […] How are they financed? Can they meet their 
covenants? Those events or conditions can lead us to identify a risk at the outset of our audit. (#27, 
similarly #18, #23) 

Auditors hence strive to reflect broadly on potential risks to develop a deep understanding of 

the client and its industry (#14, #35). Doing so requires significant time investment: getting to 

know the client by “being on the floor with the client, sitting at the desk with a cup of coffee” 

(#38). Stepping back from the audit file is seen as essential to “get a good grasp of what that 

business is, where the risks are, [and] how those risks are managed” (#28). A close 

understanding of the business model enables auditors to better assess viability and detect going 

concern risks (#9, #31, #38), making industry specialization highly desirable (#28, #32, #36). 

Push-and-Pull Strategy 

To support engagement leaders in their assessments, firms’ national offices—albeit to varying 

degrees—actively work to raise awareness of going concern triggers. This is occasionally 

described as a push-and-pull strategy: 

The pull is when partners ask for it, then they immediately get that support. And if we think it’s needed, 
then we push it. […] So not adding it in December, but in September, when people are working on 
[their audit planning]. We try to bring that forward as much as we can, so that they are involved 
throughout the entire process. (#17) 

This dual strategy facilitates the timely identification of going concern risks while allowing 

firms to exert some level of quality control and monitoring, ensuring they “know [we are] 

complete in [identifying going concern] cases” (#5). Despite this firm support, interviewees 

emphasized that the primary responsibility must remain with the engagement leader, to ensure 

they retain a sense of ownership and do not “feel that everything is arranged for them” (#18).  
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Firms vary in the degree to which they rely on engagement leaders to seek support 

proactively (the pull approach) versus actively reaching out to teams auditing potentially 

distressed clients (the push approach). Accordingly, some firms screen engagement leaders’ 

client portfolios to identify potential “blind spots” (#7)—cases where consultation would be 

expected but has not yet occurred (#2, #14, #26, #38): 

Let me go back to Covid: the hospitality sector was hit hard, everyone in tourism and the hotel industry 
[was affected]. So, we specifically reached out to colleagues who do audits in that industry: “Is 
everything going well? Do you need help?” (#17) 

A few interviewees further highlighted the importance of monitoring macroeconomic 

developments and signals in the news media, with national offices alerting engagement leaders 

through regular communications (#3, #7, #14, #25, #32). Others expressed their intention to use 

ratio analysis and a bankruptcy likelihood score—although these tools were primarily used for 

“benchmarking” clients rather than for any “predictive value” (#4, #7, #38).9 Such analyses 

nevertheless help identify high-risk engagements that might warrant follow-up (#5, #14).  

At least one firm also maintains a firm-wide list to monitor high-risk engagements, with 

going concern serving as one of the inclusion criteria (#3). Engagement leaders responsible for 

audits on this list are expected to maintain close contact with the national office (GC panel) to 

discuss progress, emerging issues, and the potential need for additional resources or specialists 

(#7). This oversight allows the firm to “make adjustments [to the team and the audit…] and [to] 

monitor that the right things are done” (#17). In a similar spirit, one specialist described having 

launched a targeted support program for 50 clients identified as potentially facing going-

concern risks (#22). Beyond case-specific involvement, the specialist also contributed to firm-

wide awareness initiatives: 

Every year I do a roadshow across all [firm name] offices in the Netherlands, […] to explain how we 
look at going concern, our lessons learned, what [auditors] should pay attention to. [I also tell them 
that] they can always call me if they have questions or if they want to discuss anything. I really try to 
build that connection with them and invest a lot of time in it. (#22) 

 
9 At the time of our interviews, only one Big Four firm reported having begun to leverage public data to enhance 
awareness of going concern risks. 
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Together, these firm-level initiatives illustrate both the salience of going concern assessment 

from the firm’s perspective and the formalized support structures designed to help engagement 

teams identify going concern risks at an early stage. 

Auditor Conscientiousness and Intuition 

Interviewees consistently emphasized that “the ultimate responsibility always lies with me as 

the external auditor” (#15), underscoring the expectation that auditors must maintain a holistic 

understanding of the audit. Auditor conscientiousness emerged as a key factor in the initial 

assessment, entailing the engagement team’s professional skepticism, their diligence, and 

attentiveness to signals: 

As long as you follow the steps carefully¾so, when you pay close attention to [going concern] in your 
risk assessment [and] at client acceptance… That also means: what does a risk assessment do to a 
client? What does the client do in terms of looking ahead, in terms of continuity and liquidity? If you 
go through those steps carefully and take them seriously, you'll find out pretty quickly whether 
something is going on. The challenge, however, is to always do this on time and with the right amount 
of detail. (#37)  

Generally, it was felt that auditors are highly alert to going concern risks (#18), reflecting both 

a sense of societal responsibility and concerns about personal liability (#6, #18, #20): 

People are very much aware that [going concern] is a very serious risk. It is very unpleasant for the 
auditor when, the moment the ink on their signature is barely dry, the company goes in the wrong 
direction. Because then it’s on you [to face the consequences]. (#26) 

Despite this heightened awareness, interviewees acknowledged that auditors sometimes fail to 

recognize going concern risks because they “cannot assess the situation” (#26). This may result 

from limited experience, such as when “junior partners [audit] complicated clients” (#28). It 

may also stem from overconfidence, when “partners think, ‘I’ve already handled 50 of these 

kinds of cases in my career, so I can do the 51st myself” (#3). Thus, both insufficient expertise 

and excessive self-reliance may impede timely problem recognition. 

Experience was consistently highlighted as critical to recognizing such risks because: 

“you only really see it once it happens at your client” (#5). Over time, this experience manifests 

as intuition that reflects auditors’ accumulated professional judgment: 

At that moment, I thought it was enough, but somewhere in my gut I thought, “Shouldn’t I take an 
extra step?” I have that experience now. In my first year as an engagement leader, […] I was less 
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experienced and less confident in my position. […] I think you need to learn to recognize that [gut] 
feeling and understand how to act on it. I think one of the hardest things in our profession is to articulate 
feelings through words and actions. That starts with recognizing and acknowledging your emotions. 
(#21) 

Some interviewees (#11, #19) similarly described how such intuitive unease prompted informal 

consultations with peers, the national office (GC panel), or quality reviewers, to determine 

whether a specific situation constituted a going concern risk. Such deliberation helps ensure 

that auditors do not blindly rely on analytical tools or model-based computations, but also 

exercise what one interviewee referred to as “common sense, [that] you sit back and ask 

yourself: Do you see this organization going bankrupt?” (#35). 

In sum, adequately problematizing the audit as one where the going concern decision 

becomes an obligatory passage point is a crucial first step when such risk is present. This 

involves the engagement partner framing the client’s situation as a shared problem, or a matter 

of concern that cannot be resolved without further investigation, thereby positioning themselves 

as central to the ensuing network of action. Ultimately, this sets the stage for the subsequent 

interessement phase, during which an actor-network is assembled by negotiating the roles of 

the various actors involved in the going concern assessment. 

Phase II (Interessement): Negotiating Involvement of Actors 

Once going concern has been identified as a possible risk, the engagement partner enters Phase 

II of interessement—the process by which “allies are locked into place” (Callon 1986, 206). In 

this phase, the lead partner actively seeks to enlist other actors and to define their respective 

roles within the emerging collaborative network. These actors foremost include the client, but 

also national office (GC panel) personnel, in-house specialists, the audit team, peers, and 

possibly capital providers. While the involvement of some actors is mandated by firm policy, 

others are solicited at the discretion of the audit partner. The primary goal of this phase is to 

assemble the set of actors needed to substantively evaluate the identified going concern risk. 
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Involving the Client 

The client emerges as a particularly critical actor in the interessement phase. Interviewees 

emphasized the importance of early and transparent communication with management 

throughout the audit process regarding all aspects of the going concern evaluation (#8, #24, 

#35, #36, #37, #38). Ideally, such conversations begin as soon as a going concern risk is 

identified, allowing the auditor to set expectations and signal that the audit will likely require 

additional effort, documentation, and scrutiny: 

I’m always very keen on involving [clients] right from the start. So already during continuation or 
acceptance, I say: “Mind you, we have a going concern risk, and that will significantly impact our 
audit.” By continuously involving them in this way, they also know that it’s an issue they need to take 
seriously, and that it will require a lot of time. (#27) 

Engaging the client in the going concern assessment process often involves educating 

management about their responsibilities in the financial reporting process, as well as the 

meaning and implications of a GCO (#8, #15, #35, #36):  

Clients often don’t fully understand their own roles in this process. [...] They see the issue as something 
for the auditor to worry about, but internally they find it less interesting—until you point out their 
responsibility for the financial statements. (#18) 

Partners must also clearly communicate the need for additional audit work and analysis (#20, 

#28, #29), along with the associated increase in audit fees (#7, #9, #24). These incremental fees 

can amount to as much as 20 percent of the regular audit fee (#22, #37), which may trigger 

client resistance unless managed proactively (#37, #38). Given the sensitivity and potential 

contentiousness of going concern discussions, some partners deliberately involve additional 

colleagues in client meetings to reinforce their position and provide support (#8, #11, #35). 

Involving National Office or the GC Panel  

Each audit firm in our study requires mandatory consultation with national office when an 

engagement partner suspects a client may face a going concern uncertainty. Among the Big 

Four firms, this involves consulting a dedicated national “GC panel,” staffed with partners or 

senior personnel experienced in going concern evaluations. GC panels may be involved 

throughout the audit process, providing input on the information required and the actors that 
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need to be involved in progressing toward completion of the GC memo (#2, #11, #14, #19, #28, 

#30, #38). Non-Big 4 firms have adopted similar consultation practices, albeit with greater 

flexibility regarding who provides support, as they do not maintain a fixed, stand-alone panel 

of designated individuals. Consultations in these firms also tend to be more narrowly focused 

on the audit opinion, thus creating firm-level differences in both the scope of the consultations 

and the moment they are initiated.  

As will be discussed in Phase III (Enrollment), engagement leaders typically submit their 

formal consultation request to the national office (GC Panel) near the end of the audit, once 

they have completed their “GC memo” summarizing all relevant facts and analyses (#2, #5, 

#19, #24, #34). Before formal submission, however, there is often an extended period of 

informal iterative interaction with the national office (GC panel). Most audit firms encourage 

such exchanges to foster “a culture of deliberation” (#1, #3, #6, #28):  

In practice, [the consultation] often begins with a heads-up, so [national office] can plan accordingly. 
Sometimes they already know the client; for a new client, you explain the nature of the business and 
what's going on. Sometimes it’s an email, sometimes a call. This informal kick-off lets them know [a 
consultation] is coming, so they can line up their team. (#19). 

Accordingly, once any level of going concern uncertainty arises, partners are encouraged to 

seek guidance from the national office (GC panel). However, in line with firms’ push-and-pull 

approach, interviewees (#7, #11, #35, #36, #37, #38) recognized that initiating such 

consultations reflects an individual-level process, as “some people are more open to [reaching 

out] than others” (#10): 

It’s ultimately up to the auditor to take the initiative and ask for help. And then personality comes into 
play. Are you someone who finds it easy to ask? Or do you struggle with that? […] That’s of course 
about yourself as an Engagement Partner¾on a specific client. If something arises where you think, 
‘Is this really going well?’ It becomes a matter of personal responsibility. Do you reach out in time, 
and do you have the courage to involve someone? (#3)  

To address partner reluctance to begin the informal consultation process, firms actively strive 

to “lower the bar,” preferring to receive “too many reports of cases that we can quickly resolve, 

rather than only the most serious ones” (#34). National office (GC Panel) members emphasized 
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that these informal conversations are a vital and beneficial part of their interactions with 

engagement partners (#4, #7, #12a/b, #14, #16, #34): 

This informal dialogue is more common than what I remember from the past. Whenever I, as an 
external auditor, have doubts, I also pick up the phone and talk to someone on the panel: “How do you 
view this case?” Because, in the end, the dumbest mistake is the one you make alone (#38). 

These early conversations play a critical role in alerting the national office (GC panel) to 

potential going concern issues and identifying additional audit procedures and documentation 

needed in support of the final conclusions (#2, #11, #26, #34, #36).  

Involving Specialists 

Another important actor group in the interessement phase consists of specialists with expertise 

in evaluating businesses in financial distress, typically organized within departments labeled 

“financial advisory services” or “(business) restructuring services.”10 While specialist use 

appears less common in the non-Big Four firms, they are typically represented on the Big Four 

firms’ GC panels, where they are also contacted individually prior to the consultation to ensure 

appropriate documentation and analyses (#1). A senior specialist described this dual role:  

The [first] role can be to support the auditor in performing the work. In that case, we’re part of the 
team, but as a kind of supplier [of expertise]. We go through the process with the team and the client. 
The other role comes at the end of the process, in the form of the panel. Before signing the opinion, 
we take a final look at the file. We review what’s been done and check if there are still aspects that 
haven’t been fully addressed. (#10) 

However, it is not always obvious to partners when or how to involve specialists (#4, #20, #24), 

so these interactions often begin informally (#5). When partners do not proactively engage 

specialists, the national office (GC panel) may, in some but not all firms, intervene and push 

them to do so—reflecting another push-and-pull strategy: “Initially, it’s the team’s 

responsibility. However, if we feel this isn’t happening or if the panel believes [specialist] 

expertise is needed, we may reach out ourselves” (#4). 

 
10 We use the generic term “specialists” to refer to these actors in order to avoid identifying specific firms. 
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Once specialist involvement is agreed upon, partners must negotiate the nature and timing 

of the specialist’s engagement (#19, #21, #26, #28, #33). Several interviewees described three 

broad levels of specialist involvement (#6, #7, #23, #26, #31).  

We have three ‘buckets.’ The first is straightforward: [we] do not need to get involved. We also 
communicate that to the going concern panel. The second option is that we read along and ask 
challenging questions about the GC memo to further refine it. The third option is when we work 
directly with [the auditors on the analysis]. (#19) 

Determining the timing and scope of specialists’ work is a joint decision:  

The goal of the conversation is for both the auditor and the specialists together to really get a clear 
understanding of the case. What’s going on? What triggers do they see? Do we know the situation 
well enough? What kind of risk profile are we dealing with? Sometimes things are straightforward; 
other times they’re very complex. The goal of that conversation is to clarify everything and then agree 
on how to move forward together. (#10) 

Most partners acknowledged that specialists contribute valuable expertise that auditors may 

lack: “it’s an illusion to think you can be a specialist in all areas” (#3). However, a few partners 

were more skeptical, noting “they don’t know what’s going to happen [in the future] either” 

(#6) or that specialists sometimes generate “a huge document full of caveats, which the team 

then has to address” (#11). This trade-off between partner experience (#8, #11, #24) and 

specialist expertise resonates with documented auditor-specialist tensions (Bauer and Estep 

2019; Griffith 2020). 

Involving the Audit Team and Other Firm Resources 

Engagement partners further mobilize both the immediate audit team and other firm resources, 

such as co-reading partners, engagement quality review partners (EQCRs), and colleagues 

across the firm. Interviewees emphasized that assembling a “strong” team is a key consideration 

from the outset (#15). Partners select individuals with a critical mindset who can understand 

the client’s businesses and provide robust internal challenge: 

That’s the problem because you know [clients] come from a certain angle. They want to survive, and 
they are coloring the picture as well. I think the main thing is to have the discussion with critical 
colleagues. I know my colleagues, so I know who is good at this and who is good at that, et cetera. 
And I know that some people are more critical about certain topics than others. I can pick and choose. 
If I only want to choose them for the process, I can choose the easy ones, but it doesn't help you in the 
end. (#8) 
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Partners also stressed the value of involving the entire team early on. Junior team members are 

often closest to the audit evidence and may spot red flags others might overlook (#3). Hence, 

guidance is important: 

I always tell my team: “Long-term loans without conditions don’t exist. They’re simply not issued. So 
please pay close attention to any default clauses.” [...] That’s where I try to involve the whole team a 
little more by saying: “Be critical of the contracts you read, whether they’re with lenders or suppliers.” 
(#37) 
 

Team members must also be aware of the client’s situation, as going concern risk can create 

“derived risks,” such as adjustment of accruals to meet certain ratios (#19), potentially 

triggering changes to the audit planning. Awareness of client pressures helps auditors interpret 

behaviors that may otherwise seem unusual: 

I think it’s relevant for the team to know that they’re working with a client who may be on the verge 
of financial collapse. This creates all sorts of tension. The client might behave unpredictably because 
they’re stressed. Purely from a kind of soft-skill perspective, it’s important to understand what the 
client is going through. (#19) 

While team involvement is an important learning opportunity (#18), engagement leaders 

acknowledged that it is time-consuming, especially during peak periods: 

However, the amount of time this takes for teams is often underestimated. That creates friction because 
there’s often no time left in the planning. It then comes at the expense of other clients, who may 
experience delays, or it spills over into weekends and evenings. (#27) 

The direct role of junior members in the going concern assessment hence remains limited, as 

this responsibility primarily rests with the engagement partner and (senior) manager (#17, #21). 

 Beyond the immediate audit team, partners also mobilize other firm actors to assist with 

the going concern evaluation. This includes “co-reading” arrangements with a second partner 

or consulting an EQCR—mandatory in audits of public interest entities—who evaluates audit 

procedures and documentation as the engagement team progresses (#37). Such reviewers 

provide an “extra pair of eyes” (#13) and thus help the auditor to “reflect together” on the 

client’s situation (#3). In turn, EQCRs themselves recognize their role in promoting timeliness 

and rigor in the process: 

As an EQCR, I also need to remind teams: “When are you going to fill in that [checklist]? Because 
that’s also something I want to review, and otherwise it just ends up being done in the final [stages of 
the audit].” (#34)  
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Several partners also indicated a desire to informally converse with other colleagues outside the 

immediate team to “ensure we’re addressing everything” (#8). Mobilizing such informal 

networks occurs throughout the going concern assessment process, as engagement partners 

consult with colleagues on an informal basis: “I do that [to ask:] ‘What do you think? Am I on 

the right track?’” (#11, similarly #31). 

In sum, this second phase of interessement reflects how engagement partners actively 

identify, attract, and align the various actors whose input is needed for the going concern 

assessment. This process reflects the core of interessement: shaping relationships and defining 

roles so that disparate actors’ capacities and perspectives are enrolled and coordinated toward 

the shared goal of producing a credible and defensible going concern conclusion. 

Phase III (Enrollment): Involving Actors in the Going Concern Assessment 

During Phase III, the engagement partner interacts with the emerging actor network to secure 

actors’ acceptance of their negotiated roles and mobilize them to provide the inputs needed for 

the going concern decision-making process. In ANT terms, this involves aligning both human 

and non-human actors into a coordinated system of action. The engagement partner not only 

oversees the audit team’s work but also engages in critical interactions to obtain and assess 

audit evidence. This phase culminates in the preparation of the “GC memo,” a key non-human 

actor in our setting, which documents all audit procedures and evidence gathered and setting 

the stage for the final decision in Phase IV.  

Enrolling the Client  

A key element of enrollment is ensuring the client leads with an assessment of its viability, as 

required under ISA 570 (IAASB 2015a). This assessment, commonly referred to as a ‘position 

paper,’ functions as a non-human actor, triggering actions and responses from others in the 

network. It typically contains cash flow analyses, liquidity forecasts, scenario analyses, and/or 
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recovery plans (#11), and serves as a foundational input for the auditor’s evaluation of the 

client’s ability to continue as a going concern.  

Interviewees emphasized the importance of management preparing the assessment 

independently, sometimes with support from third parties. However, rather than treating the 

position paper as a finalized document, auditors typically engage in an iterative sequence of 

communications with client management, often marked by uncertainty:  

You’re standing in the swamp, and you basically just start building. And at some point, you wonder: 
do I have enough solid ground or not? (#11) 

This process is often supported by specialists, given that forward-looking and complex 

contractual arrangements often fall outside the auditor’s core expertise. Once the position paper 

is prepared by the client, the audit team evaluates it by verifying its mathematical accuracy and 

reliability. This involves asking critical, probing questions to management aimed at 

corroborating management’s assumptions: 

You start asking questions: Is this realistic? What do the growth rates look like? Does the cost index 
consider the current inflation rates? You then also ask questions like: Do they charge interest? Is the 
financing variable? How do you expect interest rates to develop? Have you reflected that in your 
numbers? That’s the first step, I think. The second step is challenging the client: Have you done 
sensitivity analyses on those assumptions, and what does that mean for your bottom line, for your cash 
and your covenants? (#27) 

While the client-prepared position paper is intended to reduce uncertainty for the auditor, 

evaluating it often uncovers residual risk and alternative scenarios that diverge from 

management’s initial claims (#23). In this sense, it is “infralinguistic” (Callon et al. 2009, 54): 

rather than merely providing the client’s expected scenario, it acts by prompting auditors to 

consider a broader set of plausible alternatives:  

To determine whether the scenario that gives rise to substantial doubt is realistic, you also need to 
examine all other potential scenarios and assign probabilities to each of them. (#24) 
 

While the position paper constitutes an important component of conclusions in the audit file, 

interviewees noted that clients often struggle not only to construct the paper but also to respond 

to the detailed follow-up questions it elicits from auditors: 

If the client really lacks knowledge and expertise, we adjust our approach. We step in and try to help 
them arrive at solid support [for their assumptions]. It’s not a clear-cut case—on one end they know 
nothing, and on the other, they’re very professional. A client is always somewhere in the middle. If 
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you feel that the client really doesn’t know, we start asking more probing questions to dig deeper into 
the assumptions behind their position. (#30) 

One interviewee emphasized that “the real value lies in the softer, less technical discussions 

around [the position paper]” (#28). Communications with client management appear to be 

driven both by individual engagement leaders’ styles and by clients’ responsiveness to going 

concern inquiries. While most clients are aware of the issues drawing the auditor’s attention 

and often welcome the auditor’s input, challenge, and guidance (#35), others appear 

overwhelmed by the increased workload, already compounded by intense discussions with 

other parties (e.g., banks), and may therefore react with resistance:  

That takes a lot of time for the organizations. The resistance is not so much that they don’t want to 
cooperate¾they understand that you need the information. But for some people, it just becomes too 
much. You see them asking: “Is that really necessary? You’re all asking stupid questions. Can’t you 
just use what I had to make for Pete? Can’t I just give that to you?” (#3) 

Generally, however, the intense discussions are viewed as productive: 

You have more contact [which] is good, because it leads to better mutual understanding. You share 
the same goal: [...] to get things right in the financial statements, and to draw the correct conclusions, 
so the reader of the financial statements has an accurate understanding of the actual situation. (#20) 

Meanwhile, some clients remain “in denial” (#21), sometimes reflecting a discrepancy between 

a CEO who thinks in terms of opportunities and a CFO who views going concern as a purely 

“technical risk” (#35): 

The CFO is often someone who understands my language. I can talk to the CEO, but I [often] get back 
emotion, anger, or enthusiasm. Sometimes we don’t understand each other. It’s helpful to have a 
conversation with the three of us together or to have the CFO act as a translator in between. (#32) 

Interviewees also report cases in which it became necessary to bypass management and discuss 

going concern directly with the audit committee (#21, #28). By invoking the audit committee’s 

oversight responsibilities, auditors seek to convince management that a serious problem exists. 

In ANT terms, this reflects a strategic re-routing of the network to ensure the obligatory passage 

point is still reached, even when the initial pathway through management becomes blocked. 

In all these cases, proactively managing the interaction process was seen as crucial for 

reducing client resistance and alleviating time pressure later in the audit cycle: 

At [company name,] I saw a covenant breach coming¾we noticed that things were going to get tight 
around September or October. At that point, I went to the CFO and walked him through what [material 
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uncertainty] means. Purely from a theoretical perspective: what does it mean if you have a covenant 
breach, what are the next steps? Do you need to get a waiver, a comfort letter, etc.? What are the 
different scenarios for our audit opinion? [...] Instead of having a discussion with the CFO, I helped 
him manage his supervisory board and his banks, and consider how to handle communication, also to 
the outside world. In the end, I concluded with an emphasis of matter paragraph in my audit report. 
It’s not that I encountered zero resistance, but mostly appreciation for guiding the process like that. 
(#35) 

Overall, these accounts illustrate that enrolling the client is an iterative and relational process, 

where auditors must balance challenge, guidance, and negotiation, to elicit credible, supportable 

assessments of viability.11 

Enrolling Specialists 

Interviewees widely recognized the added value of specialist support in contributing technical 

expertise and a different perspective to the evaluation and audit of the client’s position paper 

(#3, #7, #10, #11, #19, #27, #36): 

As a non-expert, you can get quite far on your own. You know the business, you know the client, you 
have a sense of the strengths and weaknesses, you know the market, so you can interpret that 
reasonably well. But that additional expertise¾about financing, how contracts are designed, all the 
clauses, ringfencing, how strong the legal position is, and how strong commitments are¾that’s where 
specialized knowledge comes in. (#28) 

At the Big Four firms, in particular, specialists are brought in for their expertise on financing 

structures, cash flow projections, bank waivers, and complex legal contracts. Their analytical 

focus lies on testing the assumptions underlying client (liquidity) forecasts, for which 

management’s historical forecasting accuracy is seen as a pivotal input (#10, #22, #33). 

Specialists also reinforce auditors’ critical mindset, especially by countering familiarity threats: 

You know the client [inside out]. [...] As a result, you can become blind to certain questions or quickly 
form a bias, which may result in certain positions being less well-supported. By receiving those critical 
questions from someone who doesn't know [the client] well, you may think: maybe I need to 
substantiate this better. (#27) 

Specialists emphasized their role in “asking good questions” (#26): 

 
11 One additional issue we probed when discussing client interactions with interviewees was the interpretation of 
the 12-month going concern horizon. IAS 8.6L (formerly IAS 1.26) requires management to assess the entity’s 
viability for “at least twelve months” from the reporting date, and ISA 570.13 similarly directs auditors to evaluate 
this period. Interviewees noted that, in practice, auditors often extend this horizon beyond the minimum, 
particularly when events beyond 12 months could be material (ISA 570.A14). For example, comfort letters are 
typically valid for 12 months, but auditors may also consider projections covering 16–24 months (#14). When 
clients resist this broader interpretation, auditors report taking a firm stance, emphasizing that compliance with the 
12-month minimum is mandatory for issuing an audit opinion (#34). 
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I think the added value lies in challenging the auditor on the opinion or position they hold. […] That 
hockey stick [upward graph] is nice, but where did [it] come from? What plans underpin it? […] How 
realistic are those projections? [If you do that], you end up challenging the auditor and the client: we 
get what you’re saying, we understand your assumptions, we just don’t believe it. (#10) 

Another specialist highlighted that their value lies in adopting a forward-looking orientation:  

Auditors are very good at looking back and factually noting how things were [in a prior period]. But 
[going concern] is really about looking forward, and it’s really only about cash flow. And they find it 
very difficult to make an assessment about that. (#22) 

Specialist support was also particularly valued in assessing comfort letters issued by parent 

companies. While auditors increasingly appreciate the limited legal value of such letters (#37), 

misconceptions persist: 

If there’s an Achilles heel in audit somewhere, it’s comfort letters. […] You really can’t attach much 
value to them. And they are very popular. I also know why: because you can write anything in that 
comfort letter. It is not an agreement. It’s a unilateral legal act. Researcher: And are auditors sometimes 
not fully aware of that? Respondent: They are not aware of that at all. They think that if the parent 
writes that it is willing to support, you can derive certainty from that. (#22) 

Interestingly, specialists noted that their contribution often extends beyond supporting the audit 

team by helping clients sharpen their viability assessments: 

You pay attention to different things. […] I first want to understand how things stand before I know 
that something is documented on paper that I can put in the file. Because of this, a client often notices 
the added value¾through the way you ask questions, through the topics you discuss. (#10) 

From an ANT perspective, enrolling specialists further expands the network of human and non-

human actors in the going concern assessment. Doing so requires the engagement partner to 

manage these relationships to ensure their contribution strengthens rather than disrupts the 

process. This includes potentially delicate interactions between specialists and the client (#19). 

Enrolling Capital Providers 

Engagement partners vary in whether and how they interact with banks and investors when 

assessing going concern. While some partners take a hands-on approach—including direct 

conversations with credit or equity providers—others prefer to leave such interactions to the 

client, seeing them as outside the auditor’s primary role (#18, #36). These differences appear 

to be driven more by individual judgment than by firm policies. Some partners recalled audits 

where direct interactions with capital providers proved pivotal:  



 31 

During the process we also spoke with the banks. […]I do that quite often. […] The question for us 
was: was [the evidence] sufficient? That discussion was ongoing with management, and at some point 
also with the supervisory board. The banks were also involved, so they had the opportunity to explain 
their considerations¾why they deemed it sufficient¾allowing us to take that into account in our 
judgment (#35). 

A recurring challenge arises when clients assert that banks will issue a waiver or extend a loan, 

but the banks are unwilling to confirm this in writing, which is insufficient audit evidence: 

A bank can say anything, but it only counts when there’s a signature. (#24) 

That was a case where, in all likelihood, the bank covenants were not being met, and they also needed 
refinancing from the bank in terms of liquidity. [...] But at that point, they were still in preliminary 
discussions with the bank, and the bank tried to say: “We are willing, we just don’t want to put it in 
writing. But aren’t these words enough for the auditor to apply Going Concern in the financial 
statements?” (#23) 

Such situations can create a “catch 22” dynamic, where the bank will only provide a waiver if 

the audit opinion is clean, while the auditor requires the waiver before issuing such an opinion: 

You’re in a game where the bank first wants the financial statements, and we first want assurance from 
the bank whether they will continue financing. [...] But it’s not like we still go along if there are 
ongoing discussions with the client¾those days are over. (#18, similarly #26) 

Auditors describe these conversations as a “stalemate” requiring “negotiations” (#32): 

When you are working with draft financial statements, you sometimes still have the opportunity to sit 
down with all three parties at the table to at least discuss that part. (#18) 

Some partners also described occasional contact with shareholders or investors, especially 

when the probability of new equity issuance is critical to the client’s survival (#24, #31). Again, 

while such contact is usually mediated through the client, auditors may seek written 

confirmations or, in exceptional cases, initiate direct conversations themselves. 

GC memo 

At the end of Phase III, the process of mobilizing and engaging the network of actors to provide 

evidence generally culminates in the GC memo, which forms the basis for formal consultation 

with national office or the GC panel. While firm-specific templates and requirements vary, the 

GC memo serves as a comprehensive synthesis of the auditor’s work and preliminary 

conclusions. It is typically structured along the lines of ISA 570 (IAASB 2015a) and includes 

the engagement team’s (and specialists’) analysis of the company’s financial health, identifies 

risks that could threaten its continuity, evaluates the client’s position paper and plans to address 
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these risks, presents management’s proposed disclosures, and offers preliminary conclusions 

regarding whether substantial doubt exists about the company’s ability to continue as a going 

concern, including the proposed audit report type and wording (#6). While formats differ across 

firms, many use a template structure to ensure consistency and completeness: 

We have a template memo, which consists of several sections. It is prepared by the engagement team. 
It is built around a couple of pillars: the business plan and how the business is financed. Essentially, 
these cover both sides of the scale: are you viable from a business perspective, and is your financing 
in place, whether internally or externally? The headroom analysis is the third element, followed by the 
disclosure in the financial statements, the impact on the audit opinion, and the final section covers the 
impact on other elements of the financial statements and the annual report. (#14) 

Given the stakes involved, these memos are often detailed and lengthy—sometimes exceeding 

60 pages (#3). A GC panel member indicated that many engagement partners initially struggle 

to draft a sufficiently robust memo, noting that, when consulting with the panel for the first 

time, “nine out of ten engagement teams are sent back with quite some homework” (#5). 

Accordingly, throughout Phase III, the national office (GC panel) plays an important role in 

supporting the engagement team in the development of the GC memo, asking critical questions, 

prompting additional audit procedures, and requiring specialist involvement where necessary. 

Direct involvement of national office (the GC panel) in client-facing interactions appears 

uncommon, although some interviewees report that it does occasionally occur (#7, #18). 

 From an ANT perspective, the GC memo functions as an inscription device, i.e., an 

artefact that not only records the network of actors mobilized in the going concern assessment 

but also translates their contributions into a coherent narrative. Its standardized templates are 

“infralinguistic” (Callon et al. 2009, 54): rather than presenting a definitive conclusion, the 

memo invites national office (the GC panel) to engage with the case and assess the going 

concern assumption. While the GC memo serves as the primary initiation of formal 

consultation, it remains provisional until the going concern assumption is finalized, at which 

point it is signed by both the engagement partner and national office (GC panel).  



 33 

Phase IV (Mobilization): Final Decision-Making 

In Phase IV, engagement partners mobilize their internal and external networks, integrating 

others’ input with their own perspectives to complete the going concern assessment and 

determine the appropriate audit report wording. The GC memo functions as a central non-

human actor, structuring interactions, shaping dialogue, and, as discussed, serving as the basis 

for consultation with the national office (GC panel). By circulating through the network of 

auditors, managers, and regulatory frameworks, the memo both stabilizes and channels the 

judgment process, illustrating the interplay between human and non-human actors in audit 

decision-making. 

Assessing material uncertainty 

Interviewees highlighted that, regardless of the amount of work invested in the going concern 

assessment, a decision point inevitably arises: “Is it a material uncertainty? Or is not?” (#1). 

This judgment requires a clear articulation of rationale: “why would we go left? Why would 

we go right?” (#1). To come to terms with material uncertainty, interviewees noted different 

approaches, with one GC panel member emphasizing a structured process: 

We are looking for a fully funded business plan. […] The second step we look at is a headroom 
analysis. […] If that is sufficient, you might have reasonable doubt, but not material uncertainty, 
because you still have enough headroom to absorb setbacks. The question is […]: What is the 
minimum headroom you require? (#5) 

Scenario analysis plays a critical role in shaping auditors’ judgments, although the relative 

weight assigned to different scenarios remains inherently uncertain: 

You have to work with scenarios. But then again: What weight do you assign to each scenario? [The 
problem is that] you simply don’t know how things will turn out. (#38) 
 

The perceived leeway of companies further complicated these assessments: 

When I started looking at certain terms and all kinds of arrangements […] I found the uncertainty too 
great. All it takes is a few small tweaks, and the situation becomes completely different. (#3) 

If everything goes in the same direction and [all estimates] are positive, you get a different feeling 
than if you have three assumptions that are fairly pessimistic or cautious and two that are less cautious. 
(#30) 
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Some interviewees defined material uncertainty as “a dependency on a third party” (#35), 

meaning “you no longer have the key in your own hands […and] someone else decides for you 

what the future looks like” (#37). Auditors also consider whether management could use 

available headroom to stabilize and turn around the business (#8). Yet, in the end, interviewees 

acknowledged the inherently difficult nature of these judgments: 

That remains a judgment call. […] That’s the fun part of our job, but also what might one day land us 
in court or in front of the disciplinary court. (#30) 

Given the challenge of determining whether a mandatory GCO is required under ISA 570 

(IAASB 2015a), interviewees noted the option of including an emphasis of matter paragraph 

for immaterial uncertainty deemed fundamental to users’ understanding of the financial 

statements (ISA 706, IAASB 2015b). Views on this alternative route varied (#1, #5, #13). Some 

interviewees expressed concern that users might not distinguish between material and 

immaterial uncertainty, potentially causing confusion (#36). Others argued that even immaterial 

uncertainties could be highly relevant to users and merit explicit attention (#13, #30, #31). 

Going concern may also be included as a Key Audit Matter (KAM) if consultation 

concludes there is no significant doubt about the entity’s ability to continue (#24). While clients 

may perceive this route as less severe than a GCO or a voluntary emphasis of matter (#1, #3, 

#34), it nonetheless signals “we paid more than average attention to it, and we still consider it 

important” (#34). However, again, this can be confusing to users and even auditors themselves: 

Everyone understands what it means when there’s an ‘emphasis of matter.’ A ‘Key Audit Matter’ is 
something else and I struggle with that myself. Is going concern and a Key Audit Matter a happy 
marriage? You’re basically saying we spent a lot of time on it, but it’s not an emphasis of matter. With 
an emphasis of matter, as an auditor, I think you send a very clear message. With a Key Audit Matter, 
I find that very hard to explain. […] Is that really clear to the public? (#38) 

One interviewee noted that a GCO can generate more immediate market impact than a KAM: 

You could see that in the media afterwards, the publicity. No one mentions the Key Audit Matter, but 
that [going concern] paragraph was [in the news] four hours after publication. (#3)  
  

The complexity of these decisions is underscored by the observation that both issuing and not 

issuing a GCO can often be justified: 
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I ultimately didn’t [issue an emphasis of matter paragraph], but if I had, I could have defended it just 
as well. I think whichever option I chose, I could have gone to court with both […] and I would have 
had a difficult story for each. (#24) 

Auditors are hence acutely aware of ex-post scrutiny, particularly when an entity ultimately 

fails despite an unmodified opinion, often referred to as a type II error.12 One auditor described 

the burden of hindsight: 

It is very easy, in hindsight, for trustees to argue: ‘You should have seen all that. You could have 
known this. You could have known that.’ [But] then you’re maybe ten, eleven, or twelve years after a 
bankruptcy. They have investigated for years, seen and read all kinds of things. Of course, that always 
remains a threat, especially with cases like these. (#34) 

These reflections suggest that while auditors may face post-hoc criticism, conservative 

judgments are generally accepted. Across these accounts, the interplay between non-human 

actors (e.g., the GC memo, headroom calculations, scenarios, and audit standards) and human 

judgment shapes what is considered uncertain, material, or relevant. This network of actors 

constitutes the material and discursive environment through which going concern assessments 

are negotiated, stabilized, and ultimately communicated. 

Consulting with the national office (GC panel)  

To safeguard the appropriateness of going concern decisions, consultations between the 

engagement partner and the national office (GC panel) are based on the GC memo summarizing 

the audit team’s provisional assessment. While timing, processes, and the mandatory nature of 

these consultations vary somewhat across firms, the overarching goal is to reach an assessment 

that both the national office (GC panel) and the engagement partner approve. On the one hand, 

the GC panel was described as strengthening auditors’ analysis: 

I see too many consultations where I don’t know whether I’m reading the team’s memo or the client’s 
memo. […] It’s good to have an extra pair of eyes […] also to urge a team to think twice before making 
a decision. (#4) 

 
12 Interestingly, the inverse scenario—where the entity survives a going concern opinion, a so-called Type I error—
rarely prompts pushback from clients: “I haven’t experienced arguments like: ‘Now we’re years down the road, 
we’re still alive, so what were we talking about?’ No, they do understand that” (#20). 
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On the other hand, interviewees highlighted that this does not make “national office stricter 

than the auditor who has a client relationship” (#6). Rather, it helps benchmark judgments and 

reduce idiosyncratic interpretations (#1, #26): 

We have seventeen auditors [in national office], so […] they have a little more experience in this area 
than the average auditor. You can see that there’s some help and support involved. Sometimes it’s also 
giving the auditor comfort that they are seeing things correctly. (#18) 

At the same time, an “information asymmetry” exists between the panel and field auditors (#4), 

implying a mutual reliance in the decision-making: 

The advantage of […] a going concern panel is that they have no relationship with the client. However, 
that is also a disadvantage, because [...] they do not know all the details of that client.(#30) 

Given the complexity and high degree of professional judgment involved, audit partners noted 

the importance of expertise and experience in managing these decisions (#6, #15, #27): 

It’s experience, plus when you’re older you have more life wisdom, a good gut feeling and […] when 
it comes to the dialogue with management or the audit committee […], if you’ve been around longer 
and are a senior partner, you can bring things up more easily without feeling restrained. (#28) 

For this interviewee, safeguarding professional skepticism is essential. Despite the available 

guidance, auditors need a questioning mindset to avoid situations where “under pressure you 

accept something that maybe deep down you know you shouldn’t accept” (#28). Others 

concurred that audit partners risk missing important aspects, particularly given the high-

pressure situation of a GC assessment (#31, #32), which to some younger partners means that 

they seek the guidance of more senior colleagues (#30, #31). 

Embedding the GC decision within the firm environment thus represents a strategy of 

audit firms to support audit partners. Responses to the question of who holds the reins in the 

decision reveal a strong sense of ownership by the engagement partner (#3, #4, #30, #31, #37, 

#38). Yet interviewees acknowledged the need to share the burden of decision-making: 

Ultimately, as the signing partner, I am responsible. Period. Did I make this decision alone? I don’t 
think so, because […] it is ultimately a supported decision. […] But in the end, it is my signature, so 
I feel 100 percent responsible. Would I have done this alone, without consulting anyone in this case? 
No, I would never have done that. (#3) 
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Others emphasized that “you also have to be enabled by your environment to be independent” 

(#21). A member of national office reinforced the panel’s role in alleviating pressure on the 

engagement team: 

In the past, I think an auditor felt: this is my client. [Today, we say:] But it’s not your client; it’s a 
client of [firm name]. […] If a client [decides to] leave, we are not at all sad about it. […] If the client 
is angry, that’s no big deal either. You should mainly look at your [personal] interest, your [CPA] title. 
You’ve studied and worked for years to earn it. So, all you really have is your integrity and your [CPA] 
title. And you’re going to risk that for one client? Come on! […] I want to take that pressure away 
from the engagement teams entirely. Let that pressure fall on us instead. Let everyone curse me out. I 
have no relationship with that client anyway. (#7) 

This supportive approach encourages deliberation throughout the decision-making process (as 

described in prior phases), such that the formal consultation is usually anticipated (#3). This 

process of “co-creation” (#14) means that decision-making is joint in nature (#21, #30), with 

escalation procedures for disagreements rarely necessary but available within each firm (#7, 

#12a). As a result, despite the (quasi-)mandatory character of the consultation, consensus is 

achieved through discussion and deliberation (#1, #3, #5): 

[Discussions] generally go in good harmony. […] But it’s not just about getting a quick rubber stamp 
[on the decision]. It’s really a very clear challenge: are we on the right track or not? (#38) 

Again, even when the opinion is delayed due to extended deliberation, firms actively support 

engagement partners: 

Then you just sign off a week later. It doesn’t matter; no one is going to die. […] The partner knows 
that we fully support if they sign off later. [If necessary,] we will [help] explain that to the client. (#7) 

Overall, these responses reveal both the supportive character of the consultations and the 

balancing act between expert input from the national office (GC panel) and the engagement 

partners’ deep client knowledge. This interaction structure reinforces professional judgment 

while distributing responsibility across the audit network. 

Auditor-Client Interactions  

As auditors communicate the conclusions of the going concern evaluation, client-auditor 

interactions often intensify. This phase is not only technically demanding but also relationally 

complex. Client responses to the possible inclusion of a going concern paragraph in the audit 

report vary widely—ranging from denial and anxiety to acceptance and even cooperation (#21, 



 38 

#28). Responses appear to depend on the extent to which they have already communicated with 

outside parties (#8) and on whether “people are judged by numbers” (#28), whereas disputes 

over going concern opinions are reportedly rare in private firms (#9). 

A recurring theme is clients’ misunderstanding of what a going concern paragraph 

implies, with many conflating it with a prediction of bankruptcy: 

[Clients may ask:] ‘But we’re not going bankrupt, are we?’ That’s their conclusion, and then I [need 
to] explain that’s not what it’s about. (#37) 

Despite efforts to clarify these distinctions, client reactions can be emotionally charged. One 

interviewee recalled a CFO pleading:  

“Keep in mind that if you sign off with an emphasis of matter, it will mean the end of our company, 
and then 2,000 people will be out on the street.” (#35) 

Another interviewee claimed that “[client] pressure goes much further than you think” and that 

he had been “professionally threatened […] because [the client] knew what kind of 

consequences [my opinion] was going to have” (#21). Yet the interviewee acknowledged that 

these stark experiences were exceptional; most of his colleagues had little confrontation of this 

kind. Indeed, other interviewees only occasionally encountered the “self-fulfilling prophecy” 

argument, where clients fear that a GCO would alarm customers and capital providers and 

accelerate business failure (#4, #7, #8, #12b, #18, #26, #30, #37). Mirroring mixed empirical 

evidence on this issue (Citron and Taffler 2001; Gaeremynck and Willekens 2003), most 

interviewees had no first-hand experiences linking such consequences directly to the GCO. 

Instead, when clients failed, interviewees emphasized it was due to underlying financial 

distress, not the audit report (#7, #11). Nevertheless, some interviewees remained concerned 

about potential effects of their reporting, especially in borderline cases (#30, #31. 

To counter negative client reactions, auditors engage management in conversations to 

remind them of their responsibility as stewards of the company (#18) and potential liability in 

the event of bankruptcy (#20). Others highlighted the authority of the engagement partner’s 

position within the network of actors: 
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As an auditor, you’re ultimately in charge. […] And it makes no sense [for a client] to walk away 
because […] you won’t get a new auditor. […] If you do the right things, [firm name] supports you. 
And we have too much work anyway, so we don’t mind if [a client] leaves. (#24) 

Adversarial interactions were described as less common today, as clients have become more 

aware of their legal and professional responsibilities (#14). In some cases, clients even 

responded with more understanding than anticipated (#11), strengthening rather than straining 

the client relationship: 

The more you collaborate, the better you get to know each other, and often the stronger the relationship 
becomes. […] Of course, sometimes […] you might have a [heated] discussion, but that’s also part of 
working together and part of your role as an auditor, where you have to exercise oversight. (#30)  

As client responses to a potential going concern paragraph vary, auditors exert considerable 

effort at managing the client relationship while maintaining professional judgment. 

Assessing client disclosures 

A critical part of deliberations with clients involves ensuring that the wording in the 

management report accurately reflects the client’s situation without creating a misleading 

impression, as the GCO explicitly refers to the specific disclosure. This “picking and weighing 

on every word” (#2) typically involves extensive back-and-forth (#15) in what one interviewee 

described as a process of “coordinated negotiation” (#4): 

It is always a triangle: the client, the [audit] team and us [national office]. In the end, you have to agree 
that the text is correct. The famous words, ‘reasonable doubt’ almost always sparks discussion, with 
clients saying: “We never want those two words in there at all.” We know this is a boundary: if you 
have a going concern trigger and a material uncertainty, those words are always included. […] The 
hardest part is finding the right balance in that text, where the client doesn’t sweep the problem under 
the rug but still wants to include the text because it is, after all, the client’s financial statements. You 
can’t dictate it. (#4)  

While management has flexibility in framing the narrative, the explanation must remain factual 

and balanced:  

Management has to write a transparent and nuanced narrative, but it’s fairly free in terms of format. 
In that sense, they can really tell their story. It’s not like the management report, where you can 
obviously include much more sentiment. But that disclosure has to be very factual, and it has to be 
structured in a certain way. So, we also help a lot with that. (#10)  

Clients tend to find it difficult to write up the uncertainty around going concern in a structured 

way (#20). Besides the novelty of the situation, they may be reluctant to disclose too much 

information, especially when “they may be negotiating with a prospective buyer [or] a bank” 
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(#5). Again, professional judgment becomes crucial, with auditors needing to take a firm 

position in negotiating the wording of the disclosures: 

I always tell the client: “I don’t want to have to weigh every single sentence to see whether it has 
consequences for my opinion. We can’t work that way. If we make a suggestion […], you need solid 
arguments to decide not to follow it. If you don’t have those arguments, just go ahead [and include it], 
you’ll make life easier for everyone.” (#20) 

While auditors might provide extensive input into the disclosures, they carefully safeguard their 

independence, describing their role as involving: 

Solid editing. Do I write [the disclosures] myself? No, because I find it very important for everyone 
to take their responsibility. [...] I always attach great importance to [highlighting] facts and 
circumstances. Those might indicate what the measures are and what our conclusion is. If that structure 
isn’t there, I might take the pen myself and say: “You will write it this way, because I believe this 
structure needs to be there.” If structure is missing, it’s not understandable for outsiders. (#37) 

In that “delicate process” of determining the appropriate wording (#5), audit partners, as part 

of the GC memo, often submit the client’s financial disclosures for review by the national office 

(GC panel) (#9, #11, #13, #15) to get input and ensure an appropriate representation of the 

client’s situation in the financial statements.  

In sum, Phase IV focuses on the determination of whether there is material uncertainty 

about the entity’s ability to continue as a going concern. The outcome reflects a negotiated 

consensus, with audit partners retaining final responsibility for the opinion while sharing the 

burden of decision-making with the national office (GC panel). The audit opinion and the client 

disclosures in the financial statements are similarly subject to potentially intense negotiation in 

the actor-network.  

V. CONCLUSIONS 

This paper draws on Actor-Network-Theory (Callon 1986; Latour 1987; Law 1994) to study 

how auditors assess and report on their clients’ going concern assumptions. We contribute to 

the literature by offering an in-depth analysis of the decision-making process enacted by a 

flexibly configured network of actors that is adapted to the specifics of each engagement. As 

most prior research in this area is archival, our study opens the ‘black box’ of going concern 

assessments. We reveal the complex decision-making process carried out by engagement 
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partners when problematizing a client’s going concern assumption as a matter of concern to be 

investigated by a collective of professionals that seeks to establish whether material 

uncertainties warrant the inclusion of a going concern opinion in the audit report.  

Our findings structure the going concern decision-making process into four distinct yet 

overlapping phases. During the problematization phase (Phase I), engagement partners first 

ascertain whether going concern constitutes a matter of concern for the audit. This search for 

and discovery of triggers requires considerable effort and diligence, which is exerted by both 

non-human actors, foremost tooling anchored in client acceptance, continuance and planning 

procedures, and the conscientiousness and experience of human actors, that is, the audit team, 

engagement partner, and national office personnel. It also demands a careful balancing act from 

audit firms, which must provide support and oversight for at-risk engagements without 

undermining partner autonomy. They pursue this through a push-and-pull strategy: push in the 

form of proactive signals from the national office (GC panel) based on industry economics or 

partner portfolios, and pull through low-barrier channels enabling partners to easily raise and 

discuss potential going concern issues. Problematizing going concern as an obligatory passage 

point of the audit thus emerges as a negotiated outcome shaped jointly by tooling and the 

extensive professional judgment of multiple actors in the emerging network.  

In Phase II, to establish interessement, the engagement partner negotiates the 

involvement of internal and external actors necessary for the assessment. This involves timely 

communication with the client to mitigate pushback, such as by explaining the meaning of a 

GCO, the assessment process, and potential audit fee implications. The partner also mobilizes 

other internal resources, such as the national office (GC panel), specialists, team members, 

peers or engagement quality reviewers to negotiate the timing, scope, and nature of each actor’s 

involvement. In doing so, they seek to assemble and stabilize a tailored network whose 

members commit to roles that support the assessment. Communicating and coordinating across 
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this constellation of actors becomes a central task for the engagement partner, underscoring that 

judgment is distributed rather than concentrated in one individual. 

Phase III reflects engagement partners’ efforts to mobilize internal and external actors—

both human and non-human—to support a well-grounded going concern assessment. This 

begins with the client’s preparation of a going concern position paper—cash flow or liquidity 

forecasts, scenario analyses, recovery plans. In the evaluation of this position paper, specialists 

are often involved to bring fresh perspectives and mitigate potential client-proximity bias. 

Client-prepared artefacts, such as position papers and comfort letters issued by clients’ parent 

companies, take on agency within the network by structuring subsequent discussions. 

Coordinating this network and communicating with all relevant actors demands substantial time 

and effort and is, at times, experienced as overwhelming. As one partner put it, “it kept me so 

busy at one point that I couldn't do my job anymore” (#24). This partner requested a second 

partner be added to share the workload. The phase concludes with a preliminary assessment of 

the going concern assumption in the GC memo, which acts as a stabilizing non-human actor 

that embodies the negotiated agreements, tensions, and evidentiary traces assembled to that 

point. In representing both the outcome and the medium of this collaborative process, the GC 

memo is infralinguistic: it induces the final assessment during the consultation that follows. 

Phase IV marks the key decision point in the process, mobilizing the heterogeneous 

composition of human and non-human actors in the network to determine whether a material 

uncertainty exists about the client’s going concern assumption. The assessment unfolds as a 

collaborative process between the engagement partner, who brings detailed knowledge of the 

client’s situation, and the national office (GC panel) whose broader experience allows for 

benchmarking and safeguarding of the assessment. While the engagement partner retains 

responsibility for the decision to issue a GCO or not, firms have deliberately structured this 

stage to diffuse the burden of decision-making and to generate robust consensus within the firm. 

A final aspect in this phase is the coordinated deliberation with client management and the 
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national office (GC panel) regarding the adequacy of financial statement disclosures and the 

wording of their audit opinion. While clients may exert pressure, including invoking self-

fulfilling prophecy concerns, they generally accept the decision and cooperate in crafting 

balanced and informative disclosures. The final audit opinion and related disclosures thus 

emerge not as unilateral declaration by the engagement partner but as artefacts around which 

clients, auditors, national offices (GC panels) align or clash, thus testing the durability of the 

network established. What emerges is not simply a decision delivered by an individual auditor, 

but a text forged through negotiations mediated by both human and non-human actors, forming 

the endpoint of a complex, multilateral deliberation in the actor-network. 

Beyond providing a detailed analysis of the auditor’s going concern decision-making 

process, our findings offer several implications for future research. First, we find that GCO 

decisions are not determined solely by engagement partners, as much prior research assumes 

(Che, Langli, and Svantröm 2018; Cameran, Campa, and Francis 2022). Instead, GCO 

outcomes are co-produced by an extended network of human and non-human actors—mandated 

firm procedures, client management and their position papers, national office personnel (GC 

panels), in-house specialists, and peer auditors. This distributed structure may help explain why 

some empirical work finds no GCO reporting differences between audit partners (Gaver and 

Utke 2019). Future empirical and experimental research should broaden its scope beyond the 

lead engagement partner and consider how these various actors interact in shaping GCO-related 

outcomes (e.g., GCO prevalence and accuracy, client financial statement disclosures). 

Second, we identify network-based features that can be operationalized in archival or 

experimental research. For example, assessing or manipulating the timing, intensity, frequency, 

quality or power relationships in auditor-client or auditor-national office interactions may 

illuminate how going concern judgments form—both in the early recognition of risks and the 

final reporting stages. Experimental designs could also vary elements of the firm’s support 

infrastructure, such as the availability of tooling, features of the push-and-pull strategy, 
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informal interactions and consultations, or communication protocols. Doing so would enrich 

our understanding of how auditors with varying personal characteristics manage this process. 

Third, we inform other concepts or assumptions often studied in the archival literature, 

including audit fees, the self-fulfilling prophecy, type I/II reporting “errors,” audit firm size, 

and audit firm tenure as a proxy for close working relationships. For example, do time-

consuming and extensive going concern assessments lead to abnormal audit fees or reporting 

lags that could serve as indicators of future going concern issues or client failures, regardless 

of the issuance of a GCO? Are these effects exacerbated or mitigated by longer audit tenures? 

Additionally, the Big Four audit firm-size effect found in prior research may reflect the 

availability and deployment of greater expertise and resources, such as deeper involvement of 

more (experienced) individuals, or heavier use of in-house specialists. We also reveal how the 

robustness of management’s performance and disclosures—as reflected in the clarity of their 

footnotes, well-developed position papers, and transparent MD&A disclosures—may shape the 

prevalence and the wording of GCOs. These insights point to promising avenues for examining 

client-side factors such as CEO, CFO, or audit committee tenure and ability, prior distress 

experience, or industry experience, along with the characteristics of the auditor-client dyads 

(e.g., CFOs with high industry experience paired with an engagement partner with less, or 

partners with GCO experience paired with management teams that have never received a GCO). 

Fourth, our study problematizes the widespread use of GCO issuance as a proxy for 

auditor independence. We demonstrate that a robust GC assessment and the underlying process 

reflect far more than independence in a narrow sense. It depends on a richer interplay of factors, 

including the auditor’s understanding of the client, client cooperation, auditor professional 

skepticism, and collaboration with a network of actors, including the client. Thus, robust going 

concern assessments emerge from the auditor’s ability to balance skepticism with relational 

engagement and the ability to effectively mobilize firm resources within this extended network.  
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In addition, our findings have potential policy implications. We find that audits 

involving going concern uncertainty rely on a network of individuals within the audit firm. 

Requiring disclosure of only the lead engagement partner’s identity therefore provides an 

incomplete picture of who substantively contributes to the audit and final reporting decision. 

Particularly for public companies and other public-interest-entities, audit regulators could 

consider expanding partner-identity disclosures to include others who played a meaningful role 

in the audit and the final report decision. This could include additional partners and quality 

reviewers formally assigned to the engagement, and, where appropriate, individuals from the 

national office or leaders of GC panels if they materially shaped the GCO decision. While 

implementation would vary across jurisdictions, our evidence suggests that key audit reporting 

decisions frequently involve on a broader set of contributors than currently disclosed. 

At the level of audit firms, our study has revealed variations in the extent to which firms 

embed engagement partners within a support network. This includes the push-and-pull 

mechanisms that help auditors identify going concern risk and, in turn, mitigates the risk of 

missing such cases. It also relates to the active input from the national office (GC panel) 

throughout the assessment process. Interviewees consistently expressed appreciation for this 

support, implying that firms would benefit from strengthening their support structures to assist 

engagement partners in activating and mobilizing the actor-network outlined in this paper. 

Likewise, we surmise that, despite their complexity and idiosyncratic nature, going concern 

assessments appear to be covered less extensively in audit trainings and educational programs 

than for example fraud risk assessments. Therefore, we recommend that both audit firms and 

universities devote more attention to the going concern assessment process in their curricula. 

While we believe that our research context is representative of many audit jurisdictions, 

as with any interview-based study, our findings are shaped by the local characteristics of our 

research context. For example, going concern judgments have been under heightened regulatory 

scrutiny in the Netherlands (AFM 2025), and recently introduced requirements for mandatory 
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going concern reporting in the auditor’s report (NBA 2021) may have sharpened auditors’ focus 

on these issues at the time of our study. Moreover, interviewees frequently cited the COVID-

19 pandemic as a catalyst for increased attention to going concern risks, leading to procedural 

changes within their firms. These contextual factors likely contributed to a heightened 

sensitivity to going concern assessments in our setting, which might be different in other 

contexts. Furthermore, the actor networks we describe may be configured differently in other 

jurisdictions. For example, some may routinely enroll legal experts in reviewing audit report 

wording or client disclosures. In addition, our study centers on auditors’ decision-making 

processes and does not include perspectives from client management, audit committee 

members, capital providers, or other actors who participate in the actor network. We therefore 

encourage comparative research across different settings and actor groups to validate, 

challenge, and extend our findings. 
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Table 1: Overview of interviews 

Interviewee ID Position Firm Length [min] 

#1 GC Panel Big Four firm 81 
#2 National office International firm 60 
#3 Audit partner Big Four firm 71 
#4 GC Panel Big Four firm 53 
#5 GC Panel Big Four firm 62 
#6 Audit partner International firm 65 
#7 National office Big Four firm 56 
#8 Audit partner International firm 62 
#9 Audit director International firm 60 
#10 Specialist Big Four firm 62 
#11 Audit partner Big Four firm 71 
#12a National office International firm 72 

#12b National office International firm 
#13 Audit partner International firm 81 
#14 GC Panel Big Four firm 59 
#15 Audit partner International firm 80 
#16 National office International firm 71 
#17 National office Big Four firm 61 
#18 Audit partner International firm 63 
#19 Audit partner Big Four firm 72 
#20 Audit partner Big Four firm 63 
#21 Audit partner Big Four firm 72 
#22 Specialist Big Four firm 82 
#23 Audit director Big Four firm 59 
#24 Audit partner Big Four firm 58 
#25 National office Big Four firm 54 
#26 Specialist Big Four firm 61 
#27 Audit partner Big Four firm 56 
#28 Audit partner Big Four firm 84 
#29 Senior manager Big Four firm 62 
#30 Audit partner Big Four firm 58 
#31 Audit director Big Four firm 60 
#32 Audit partner Big Four firm 74 
#33 Specialist Big Four firm 55 
#34 Audit partner Big Four firm 68 
#35 Audit partner Big Four firm 58 
#36 Audit partner Big Four firm 56 
#37 Audit partner Big Four firm 71 
#38 GC Panel Big Four firm 68 

  Average length: 65 min Total: 41 h 21 min 

Notes: Some interviewees occupied several roles in their firms (e.g., engagement leader and a role in national 
office). We classify participants based on the capacity in which we interviewed them. Interview 12 was a group 
interview with two participants, 12a and 12b.  
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Figure 1: Overview of actor-network in a going concern assessment process 
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Figure 2: The four phases of auditors’ GC assessment process 

Phase I:  
Problematization – Recognizing GC risk through… 

Phase II:  
Interessement – Negotiating involvement of… 

Timely recognition: Mobilizing tooling in client 
acceptance/continuance and risk assessment procedures 

‘Push-and-pull’ strategy: Seeking support (audit partners) 
and enabling support (audit firms) 

Auditor Conscientiousness and Intuition: Probing further 
due to professional skepticism 

 
Þ Establish GC assessment as a matter of concern for the 

audit 
  

… Client: Discussing roles and implications for audit (incl. 
fees) 

… National Office (the GC Panel): Informing and advice-
seeking 

… Specialists: Negotiating ‘buckets’ of involvement 
… Audit Team: Facilitating learning and revising audit 

planning 
… Other Firm Resources: Informal (Peers) and formal 

(EQCR) advice-seeking 
  
Þ Identify, solicit, and coordinate roles of different actors 

Phase III:  
Enrollment – Assessing GC risk by involving…  

Phase IV:  
Mobilization – GC decision-making and client interactions 

… Client: Soliciting development of position paper varies  
… Specialists: Drawing on technical financing expertise 
… Capital Providers: Enabling clients to resolve catch-22 

situations  
… GC memo: Developing preliminary GC assessment 
 
Þ Craft GC memo as a living document with invitation to 

discuss material uncertainty 

Assessing material uncertainty: Invoking professional 
judgment under uncertainty 

Consulting with the national office (GC panel): Balancing 
expertise/independence and audit partner’s close client 
knowledge  

Auditor-Client Interactions: Managing pushback and self-
fulfilling prophecy  

Assessing client disclosures: Pursuing informative wording 
in a coordinated negotiation 

 
Þ Finalize GC assessment and manage client interactions  

 

 


