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Word from
the chair

Seven years after its establishment, the Belgian Audit Oversight Board is moving
from an annual report to a pure activity report’. The focus will be on reporting on
our activities as a regulator strengthening the profession in the public interest.

The sections outlining our institutional framework that you found in our previous
reports have been added to our website. As a loyal reader, you will still be able
to find all the relevant information about us, only on the website where it can be
updated more quickly. To increase our name recognition, we will be using our English-language name,
the Belgian Audit Oversight Board or BAOB for short, in all languages as from 2025, although we will
of course retain our official legal names in Dutch and French. These actions will make a further positive
contribution to increasing our name recognition both in Belgium and internationally.

As last year, our open and valuable dialogue with the auditing sector is helping to strengthen our
preventive, risk-based and proportionate approach.

In 2024, we consciously opted for an educational and awareness-raising approach with regard to the
new ISQM 1 standard. Our aim with this approach is to gain insight into how auditors understand the new
standard and have implemented it. We also reviewed the value added by ISQM 1in the risk management
of their auditing activities.

This is a major evolution for both large firms and smaller ones, as ISQM 1 requires them to implement a
dynamic and proactive form of risk management in their organisations.

On 31March 2025, we briefed the sector on the good practices, matters for concern and stumbling blocks
we have identified, so that every firm can set up a dynamic quality control system that is proportionate
to its auditing practice.

The sector is the ideal societal partner to provide assurance on non-financial information. In 2024, the
CSRD was transposed into Belgian law. On 26 February 2025, the European Commission announced
an easing of the CSRD in the form of the “Omnibus” package, which still needs to be transposed into
Belgian law.

As an independent oversight authority for audit quality and AML provisions, we continue to work on the
ongoing enhancement of the ecosystem for audit quality, integrity and increased trust. Investors, credit
providers and stakeholders must be able to have confidence in the quality and reliability of information
audited by auditors.

Finally, a word of thanks to all those, who are committed to the quality of the profession and our activities,
and in particular the Secretary-General of the BAOB and all the staff of the general secretariat.

We thank you for your interest and efforts.

Bénédicte Vessié
Chair

' Article 42, paragraph 2 of the Law of 7 December 2016.






Overview of the
sector In gures

847 active auditors
(natural persons)

699
active audit firms

Table 1: Professional activities of auditors in 2024 and 2023

17%
inactive auditors

83%
active auditors
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66% active

Dutch-speaking auditors

34% active

French-speaking auditors

PIE auditors Non-PIE auditors Total

2024 2023 2024 2023 2024 2023
Total of all revenues (EUR 1,000) 568,520 547166 199,671 198,852 768,191 746,018
Number. of stétutory audit enga.gements re1|ated to 15,518 14360 13,538 14102 29056 28462
annual financial statements active on 31/12
Revenues from statutory audit engagements related to
annual financial statements? (EUR 1,000) 394,310 384,263 116,418 113,548 510,728 497,81
Contrlbgtlon Qf statutory audit engagements related to 69.36% 70.23% 58.30% 5710% 66.48% 66.73%
annual financial statements to total revenues (%)
Revenues from other staturory audit engagements
(EUR 1,000)° 19,049 14,101 23,418 25,310 42,467 39,41
Contribution of Sther statutory audit engagements to 3.35% 258% 173% 1273% 5.53% 528%
total revenues (%)
Revenues from other audit engagements related to
financial reporting* (EUR 1,000) 84,641 74,227 17,069 20,198 101,710 94,425
;ontrlputlon of'other audit engagements related to 14.89% 13.57% 8.55% 1016% 13.24% 12.66%
financial reporting to total revenues (%)
Revenues from non-audit engagements® (EUR 1,000) 70,520 74,574 42766 39,797 113,286 14,371
Contribution of non-audit engagements to total 12.40% 13.62% 21.42% 20.01% 1475% 15.33%
revenues (%)




1. The BAOB counts the number of active engagements on 31 December 2024 so as to take account of changes of mandates from one auditor to
another. At present, the quality of the data provided by the auditors on joint audits is insufficient to eliminate the double counting that arises due to
joint audits involving two or more auditors.

2. Statutory audit engagements relating to annual financial statements, including auditing the consolidation package, delivering a comfort letter,
issuing a report in the context of a prospectus, performing an audit or interim review, and other engagements that are a natural extension of the
audit engagement.

3. Other engagements of an auditor as laid down in the Companies and Associations Code (relating to contributions in kind, quasi-contributions,
changes in the legal form of companies, mergers and demergers, proposals for dissolution of a company, payment of an interim dividend, changes
in a company’s corporate object, modifications of the rights attached to classes of shares or profit-sharing certificates, issuance of shares below,
above or at a fraction of the value of existing shares of the same class with or without issue premium, issuance of convertible bonds or subscription
rights, and the restriction or override of pre-emption rights).

4. Engagements of an auditor within an agreed framework, based on an audit file, which give rise to a written expert opinion and which do not fall
under either Category 1or 2.

5. Non-audit engagements should be broken down into three categories: those related to the accounting of an entity, those related to the provision

of tax services, and consultancy engagements and other professional activities (other than appraisals as a court-appointed expert, arbitration,
valuation of entities, due diligence and new assurance services (websites, environment, etc.)).

Table 2: PIE engagements in 2024 and 2023

2024 2023
Total of all revenues (EUR 1,000) 568,520 547166
Number of PIE engagements active on 31/12 233 235
Revenues from PIE engagements (EUR 1,000) 62,770 70,860
Contribution of PIE engagements to total revenues (%) 11.04% 12.95%

Figure 1: Revenues from the professional activity of auditors (in million EUR)
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Figure 2: Contribution of audit and non-audit engagements to sector revenues (%)
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On average the revenues of auditors are composed primarily
of fees from audit engagements. In 2024, such fees made up
87.60% of total revenues for the PIE segment and 78.58% of
total revenues for the non-PIE segment. This shows that, on the
whole, audit engagements constitute the main activity within
the sector.

Audit firms performing statutory audit engagements on
the financial statements of PIEs on 31 December 2024 (in
alphabetical order)

* BDO Bedrijfsrevisoren (B0O0023)

* Callens, Vandelanotte & Theunissen (BOO003)
* Deloitte Bedrijfsrevisoren (BO0025)

* Ernst & Young Bedrijfsrevisoren (BO0160) *

*  KPMG Bedrijfsrevisoren (BOO0OO1) *

*  Luc Callaert (B0O0342)

* Mazars Bedrijfsrevisoren (BO0021)

* PricewaterhouseCoopers Bedrijfsrevisoren (BOO0O09) *
*  PVMD Bedrijfsrevisoren (BO0416)

*  RSM Interaudit (BOO091)

* RSM Bedrijfsrevisoren (BOO033)

*  Firms that obtained more than 15% of their total fees from
performing the statutory audit of annual financial statements of
PIEs in Belgium during the previous calendar year.

Interpretation of the figures

The above data have been taken from the figures reported by
the auditors in the Auditors Annual Cartography.

The Auditors Annual Cartography is an annual survey of the
sector conducted by the BAOB at the end of each calendar
year in order to collect relevant data pertaining to the year in
question. This oversight tool, which is exclusively managed and
used by the BAOB, allows the Board to gain insight into the
activities of the sector, providing important information for the
regular updating of the BAOB's risk-based oversight activities.

Therefore, it is extremely important that the Auditors Annual
Cartography is completed by the sector correctly and promptly.
In the past, administrative sanctions have been imposed by the
FSMA Sanctions Committee to curb repeated breaches.

Auditors can enter their data in the Auditors Annual Cartography
on the BAOB website, and after completion, they receive an
overview of the submitted data. In this way, each auditor can
submit these data to the IRE-IBR to the extent necessary and
useful for the IRE-IBR to calculate the contribution owed to it.

In its annual report, the BAOB thus publishes the aggregated
data that will help the public gain an understanding of the
sector, based on the declarations submitted by the auditors in
this Auditors Annual Cartography. As a result, these data may
contain certain discrepancies relative to the sector data the
reader may encounter in other sources.

Finally, prudence is necessary when making comparisons
based on the information displayed in the above table, since
some auditors do not analyse their fees in this manner but
have made an informed estimate of the figures. Moreover,
auditors may divide their revenues from audit and non-audit
engagements somewhat differently over time, which can affect
the comparability from year to year. Apart from this, the above
table does not take into consideration auditors and audit firms

2 This list is based on the most recent data reported by auditors and audit firms to the BAOB in the Auditors Annual Cartography 2024.



that were late in submitting their Auditors Annual Cartography.
Neither does the table take into consideration revenues from
activities subcontracted to other auditors.

Funding of the BAOB

The BAOB’s budget and cost estimate are prepared under a
strict procedure. This procedure must be approved not only
by the BAOB itself, but also by the Supervisory Board and
Management Committee of the FSMA, and it requires a positive
opinion of the FSMA's Audit Committee.

The Royal Decree of 25 December 2016 on the budgetary limits
and the coverage of the operating expenses for the public
supervision of auditors provides for a maximum budgetary limit
which is adjusted in line with salary scales and the evolution
of the index. The IRE-IBR collects the contributions from the
sector and pays an overall amount to the FSMA each year.
The maximum contribution for 2024 was EUR 3,767,332. The
BAOB’s expenses for 2024 amounted to EUR 3,625,830.

The Auditors Annual Cartography
is an annual survey of the

sector conducted by the BAOB at
the end of each calendar

year in order to collect relevant
data pertaining to the year in
question.
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Highlights of oversi
activity in 2024

10 meetings

37 written
proceedings

«  The BAOB Committee held 10 meetings and expressed an
opinion in 37 written proceedings.

« The BAOB published its AML recommendation on 30 May
2024 on the time of the identification and the verification of
the identity of the client and of the client’s beneficial owners
and agents.

« The BAOB received 36 complaints, of which 35 were
admissible. The BAOB also received 7 whistleblower
reports, of which 4 were admissible.

« In 2024, the BAOB again engaged in dialogue with three
PIE audit firms and a representative sample of non-PIE audit
firms, in order to increase its understanding of challenges in
the sector.

« In three cases, the BAOB informed the public prosecutor
about indications of possible criminal offences committed
by auditors. The BAOB also referred 6 investigation files to
the Sanctions Committee of the FSMA.

36 complaints

7 whistleblower
reports

BAOB ACTIVITY REPORT 2024
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6 investigation files
to the Sanctions
Committee
of the FSMA

On 2 December 2024, the Belgian parliament transposed
the European Corporate Sustainability Reporting Directive
2022/2464 (CSRD) into Belgian law and authorised the
BAOB to review audit quality in the sector in relation to non-
financial information.

The entry into force of ISQM 1 and ISQM 2 (both on 15
December 2023) sets new requirements for quality systems
within audit firms. Firms are now required to put systems
and processes in place to proactively and continuously
improve audit quality. The BAOB is adopting an educational
and awareness-raising approach in this regard in its quality
reviews. The BAOB carried out an ISQM Survey for non-PIE
auditors to understand how ISQM is being implemented in
the sector and identify any difficulties encountered.

Within the AML oversight pillar in 2024, the BAOB prepared
for the evaluation of Belgium by the FATF on the effective
application of the AML Law in the sector.






Interpretation
of the results

In the following chapters, we present more details of the BAOB’s oversight activities,
covering its audit quality reviews (Chapter 5), the results of its ML/TF reviews (Chapter
7) and other supervisory activities (Chapter 8).

To interpret this information correctly, it is helpful to take the
following information into account.

Since the selection of reviewed auditors changes every year,
the results of oversight activities are not directly comparable
from year to year.

First and foremost, this is because the Law of 7 December 2016
requires the BAOB to perform a quality review at least once
every 3 years on PIE auditors and at least once every 6 years
on non-PIE auditors.

Moreover, certain auditors may be included in the annual
quality review sample due to the targeted selection of auditors
considered to be high-risk. This can affect the interpretation of
the results.

The BAOB uses a risk-driven method to select audit files
(and specific parts of those files) for inspection, but does not
aim to collect a representative sample of an auditor’s audit
procedures.

The BAOB thus focuses on selecting audit files with a potentially
elevated risk of poor audit quality, such as audit files involving
more complex entities or higher-risk sectors, or audits for which
unusually low fees are charged.

Risk-driven selections and sampling are always complemented
by random sampling to ensure that the review results are
reliable and representative.

Our inspections do not examine every aspect of every audit
file.

The inspection results should not be extrapolated to the
performance of other statutory auditor mandates or audit
engagements, but should be considered as an indication
of how auditors approach their potentially high-risk audit
engagements.

The inspector’s findings are not binding on the BAOB
Committee.

The inspectors employed by the BAOB may be part of the
FSMA's Central Inspection Team or other inspectors appointed
by the BAOB.

For each individual file, the BAOB Committee performs an
analysis to determine the findings it will include or exclude from
its assessment of the file and the findings for which it thinks
a measure is appropriate and/or necessary. This is part of the
Committee’s discretionary oversight policy.

Therefore, findings that are not the subject of a decision by the
Committee should not be considered as an approval by the
Committee of the underlying audit procedures of the auditor.
Conversely, the Committee may also identify a breach that was
not identified by the original inspector.






Quality reviews

On the basis of its risk analysis, the BAOB makes an annual selection of the auditors on
whom it will perform a quality review. The selection is made irrespective of whether they
conduct statutory audits of public-interest entities (PIEs). For a general understanding of
our approach to quality reviews, please see our website®.

The BAOB considers the quality reviews as long-term review
cycles carried out on a recurrent basis. As is the case for
every aspect of its oversight, the BAOB deploys its resources
for these quality review cycles in a risk-based manner, not
only addressing potentially more harmful situations, but also
examining new trends and developments.

The BAOB attaches great importance to carrying out its quality
reviews in a proportionate manner, taking into account the
size of the audit firm, the nature of the services it provides and
the social impact of its client base. The BAOB therefore uses
an internal segmentation of the sector, based largely on the
responses to the Auditors Annual Cartography as well as to any
questionnaires it has produced on specific topics. The BAOB
also considers the approach of other European regulators and
the experiences of the CEAOB’s inspection working group,
which serve as a benchmark.

54. Quality reviews of PIE auditors

In conducting inspections of PIE auditors, the BAOB is assisted
by the Central Inspection Team of the FSMA*.

Quality reviews of PIE auditors involve a longer period of
fieldwork and are therefore mainly carried out sequentially.
They are thus spread out over the course of the year and may
span more than one calendar year. The results of the quality
reviews of PIE auditors are included in this report in the year
in which the BAOB Committee makes a final decision on the
results of the review. As a result, the timing of the reporting on
the results of these quality reviews differs from that for non-
PIE auditors, for whom the quality reviews follow a set timeline
and the findings can be processed in a more or less grouped
manner.

In 2024, quality reviews were started and/or carried out at 5 PIE
audit firms, of which 2 were joint inspections with the PCAOB,
the audit regulator in the United States. At the end of the year,

3 https//www.ctr-csr.be/nl/ctr-csr/basisprincipes-bij-kwaliteitscontroles.

4 Article 52, § 4 of the Law of 7 December 2016.

5 Asummary of the different decisions the BAOB may take can be consulted at:
https://www.ctr-csr.be/nl/ctr-csr/beslissingen-van-het-college.

& The BAOB can impose an injunction as a measure under Article 116/2 of the AML Law.

these quality reviews were at various stages of performance,
reporting and decision-making.

For 3 PIE audit firms and 15 affiliated auditors performing
audits at one or more PIEs, the BAOB imposed 82 measures®
including:

« 6 reprimands;

« 2 compliance deadlines;
« 20 injunctions®; and

« 54 recommendations.

In the course of the quality reviews, the BAOB reviews both the
internal organisation of the firm and the performance of audit
engagements by the PIE auditors.

The BAOB'’s findings in PIE cases relate to the legal and
regulatory framework as shown in the chart below. The findings
on breaches of the AML Law are discussed in Chapter 7 of this
activity report.

Figure 3: Breaches of the legal and regulatory framework at PIE
auditors

5% ISQC 1

24% AML

71% ISAs


https://www.ctr-csr.be/nl/ctr-csr/basisprincipes-bij-kwaliteitscontroles
https://www.ctr-csr.be/nl/ctr-csr/beslissingen-van-het-college

5.1.1. Deficiencies relating to ISAs
Figure 4: Deficiencies relating to ISAs at PIE auditors
Other
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Audit documentation

ISA 200 - Overall objectives +
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ISA 500 - Audit evidence
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Top 3 ISA compliance deficiencies among PIE auditors

1. Deficiencies relating to overall audit objectives, including responses to assessed risks (ISA 330) and obtaining
sufficient appropriate audit evidence (ISA 200 and ISA 500)

2. Deficiencies relating to risk assessment (ISA 315)

3. Incomplete, late and insufficient documentation of the audit procedures performed and resulting conclusions

(ISA 230)

690

Deficiencies relating to overall audit objectives,
including responses to assessed risks (ISA 330)
and obtaining sufficient appropriate audit evidence
(ISA 200 and ISA 500)

More than one third of the deficiencies identified by the
BAOB concerned responding to assessed risks and obtaining
sufficient appropriate audit evidence. This audit evidence is the
essential foundation of the audit opinion and auditor’s report.

ISA 200 defines the overall objective of the audit, which is to
obtain sufficient appropriate audit evidence in order to reduce
audit risk to an acceptably low level. This enables the auditor
to draw reasonable conclusions upon which to base the audit
opinion. ISA 500 considers this approach in greater depth
and defines how the auditor can obtain this appropriate audit

evidence, an important element being the requirement for the
auditor to maintain professional scepticism. ISA 330 sets out
how the auditor should respond to assessed risks. The correct
application of these standards is crucial to reach an appropriate
and informed conclusion on the audit procedures.

Most of the deficiencies identified by the BAOB relate to
inadequate or insufficiently conclusive audit evidence. The
audit procedures must be formulated in sufficient detail so that
they lead to a well-substantiated conclusion.

In some cases, the BAOB also found that the auditor had
used information obtained from the entity without adequately
assessing whether this information was sufficiently reliable for
the auditor’s purposes.

The BAOB’s findings concerned audit procedures on several
key sections of the financial statements.



8%

Deficiencies relating to risk assessment (ISA 315)

The second most common deficiency (18%) identified by
the BAOB concerned the mandatory procedures on risk
assessment.

ISA 315 addresses the auditor’s responsibility to identify and
assess the risks of material misstatement in the financial
statements by obtaining an understanding of the entity and
its environment, including its system of internal control.
The objective is to identify and assess the risks of material
misstatement of the financial statements and assertions due to
fraud or error. The auditor must therefore obtain a basis for the
design and implementation of responses to the assessed risks
of a material misstatement.

In the process of obtaining an understanding of the internal
controls that are relevant to the audit, the auditor should also
evaluate the design of those controls and determine whether
they have been implemented, for instance by performing
procedures in addition to making inquiries of the entity’s
personnel.

It is also extremely important that the consistency of the
risk assessment is monitored throughout the audit process.
The BAOB also identified incomplete or missing analytical
procedures.

These risk assessment procedures are very important.
Obtaining an understanding of the entity and its environment
is a dynamic process of gathering, updating and analysing
information and continues throughout the entire audit. The
understanding obtained throughout the entire audit establishes
the frame of reference within which the auditor plans the audit
and exercises professional judgement.

8%

Incomplete, late and insufficient documentation of the
audit procedures performed and resulting conclusions
(ISA 230)

Afurther 18% of the deficiencies identified in audit engagements
related to audit documentation. The BAOB found in certain
cases that the documentation of the audit procedures carried
out was incomplete, late or insufficient.

A well-documented audit file is much more than a mere
formality, however.

The audit file is the foundation for internal and external
justification of the proper conduct of the audit. The information
in the audit file should be adequate to enable a third party (inside
or outside the audit firm) to assess the audit by the auditor or
to succeed the auditor. The audit file should contain all relevant
information arising from the auditor’s audit procedures and
enable it to be verified that the auditor conducted the audit in
accordance with the legal and regulatory requirements.

ISA 230 unequivocally states that the auditor is required to
prepare the audit documentation in the audit file so as to enable
an experienced auditor with no previous connection with
the audit to obtain an understanding of the audit procedures
performed.

In 2021, the BAOB published its insight on the importance and
the four characteristics of a well-documented audit file’.

79

Fraud risk not adequately assessed and addressed

ISA 240 notes that management is in a unique position to
perpetrate fraud. Due to the unpredictable way in which such
an override could occur, it is a risk of material misstatement due
to fraud and thus a significant risk. The BAOB found that the
risk of fraud was not adequately assessed and addressed in
all audit files. Such findings constituted 7% of the deficiencies
noted in audit files in 2024.

Important findings related to the procedures to be performed
with respect to journal entries. It is necessary to test the
appropriateness of journal entries recorded in the general
ledger and other adjustments made in the preparation of
financial statements. In this regard, the standard explicitly
states what the auditor should do for these different types of
entries.

The auditor shall:

. select journal entries and other adjustments made at the
end of a reporting period; and

. consider the need to test journal entries and other
adjustments throughout the period.

Hence, a selection must always be made of journal entries and
other adjustments made at the end of a reporting period and
the appropriateness of those journal entries must be tested.
The journal entries in question also include those made after
the reporting date in the course of preparing the financial
statements. For journal entries made during the reporting
period, the auditor must consider whether testing is required.
The BAOB notes that an incomplete mishmash or combination
of these procedures is often carried out.

7 https://www.ctr-csr.be/sites/default/files/media/files/2021-11/2021-11-18_mededeling_controledossier.pdf.



The auditor shall make inquiries of management, and others
within the entity as appropriate, to determine whether they have
knowledge of any actual, suspected or alleged fraud affecting
the entity. These procedures should then be documented in
the audit file.

490

Auditing estimates

4% of the BAOB's findings concerned the auditing of estimates.
Estimates can lead to significant risks that require the auditor to
evaluate additional matters separate from the other substantive
procedures performed to meet the requirements of ISA 330.

In 2024, the BAOB found deficiencies in respect of:

. assessing whether significant assumptions used by
management were reasonable;

+ management’s intention to take certain actions and its
ability to carry them out, where this was relevant to the
reasonableness of the significant assumptions used by
management or to the appropriate application of the
applicable financial reporting framework.

Based on the audit evidence, the auditor should thus evaluate
whetherthe estimatesin the financial statements are reasonable
in the context of the applicable financial reporting framework,
or whether they are biased, and adequately document these
considerations.

490

Lack of an overall group audit strategy, group audit
plan and group-level documentation when auditing a
group

Auditing a group adds an extra dimension to the procedures
the auditor has to perform. The BAOB identified deficiencies in
this regard in 4% of its findings.

The BAOB noted the lack of an overall group audit strategy,
group audit plan and group-level documentation when auditing
a group. The result is that it may be unclear what the significant
risks are and what materiality thresholds are applied for the
totality of components within the consolidation scope.

Furthermore, the standard requires the auditor to assess the
appropriateness, completeness and accuracy of consolidation
adjustments and reclassifications at group level, which is not
always done.

& See Chapter 6 of this activity report.

490

Deficiencies relating to the engagement letter

4% of the deficiencies in 2024 concerned the engagement
letter.

Article 21 of the Law of 7 December 2016 provides that auditors
and their clients must draw up an engagement letter prior to
the performance of the engagement.

The BAOB emphasises that it is in the interest of both the client
and the auditor that the auditor has an engagement letter
before the audit begins in order to avoid any misunderstandings
regarding the audit. The engagement letter must be signed
and dated before the start of the audit procedures.

9%

Other deficiencies

The remaining deficiencies in 2024 concerned:

- failure to check that (consolidated) financial statements
had been filed and - where applicable - failure to mention
the non-filing in the second part of the auditor’s report
(Supplementary Standard to the ISAs);

« absence orinsufficiency of procedures on opening balances
in connection with an initial audit engagement (ISA 510);

. dating the auditor's report before sufficient appropriate
audit evidence was obtained (ISA 700);

- absence of analytical procedures to assist in forming an
overall conclusion (ISA 520); and

« failure to communicate all requisite matters to those charged
with governance (ISA 260).

5.1.2. Deficiencies relating to ISQC 1

The BAOB’s reviews of the internal organisation at PIE auditors
included reviewing the implementation of ISQC 1. This standard
was applicable when the inspection work was performed, but
was replaced by the new ISQM standard with effect from 15
December 20238, Since this ISQC 1 standard has been phased
out, there were very few deficiencies about ISQC 1 in absolute
figures.



Half of the findings on internal organisation at PIE audit firms
concerned the inadequate application of the firms’ own
policies and procedures on personal financial independence
requirements. These identified shortcomings regarding the
independence of the PIE auditors all concerned incomplete
declarations of personally held investments. This may be
relevant for monitoring independence in the performance of
the work.

A quarter of the findings concerned policies and procedures of
the audit firms that did not result in the timely archiving of audit
files. Timely archiving must occur no more than 60 days after
the signing of the audit report.

A quarter of the findings on internal organisation concerned
the use by audit firms in engagement quality reviews of PIEs of
questionnaires that did not include all the mandatory elements®.
Engagement quality reviews remain applicable under the
ISQM standards. ISQM 1 addresses the firm’s responsibility to
establish policies or procedures for engagements that require
engagement quality reviews. ISQM 2 covers the appointment
and suitability of the engagement quality reviewer and the
performance and documentation of engagement quality
reviews.

Figure 5: Deficiencies relating to ISQC 1 at PIE auditors

Engagement
quality review

25%

Archiving 25%
0% 10% 20% 30% 40% 50% 60%

Top 3 ISQC 1 compliance deficiencies at PIE auditors

1. Inadequate compliance with the firm’s own procedures on personal financial independence requirements
2. Lack or incompleteness of procedures to ensure timely archiving

3. Use of questionnaires in engagement quality reviews that did not cover all requirements

8 Regulation 537/2014, Article 8, 5. (d), (e), (f) and (g).



5.2. Quality reviews of non-PIE auditors

Each year, the BAOB subjects various non-PIE auditors to
a quality review. The selection consists of auditors that are
selected to comply with the oversight cycle (at least every
six years) and auditors that have been identified as posing
a potentially elevated risk of poor audit quality, potentially
supplemented with a random selection. As our action plan
indicated, the BAOB tends towards an accelerated audit for the
largest or highest-risk non-PIE audit firms.

In 2024, the BAOB organised quality reviews at 13 non-PIE
audit firms. These included 2 non-PIE networks with common
quality management policies and procedures and 11 other non-
PIE audit firms.

For these 13 non-PIE audit firms for which the internal
organisation was audited, and for 33 non-PIE auditors for
which (at least) one audit engagement was audited, the
BAOB Committee decided to impose a total of 131 measures,
including:

«  5Sreprimands;

« 34 compliance deadlines;

« 40 injunctions™; and

« 52 recommendations.

With a few exceptions, the measures taken by the BAOB
in 2024 in relation to non-PIE files related to quality reviews
performed in 2023.

Quality reviews performed in 2023 in relation to the internal
organisation of firms exclusively concerned AML obligations.
The BAOB consciously limited the scope of inspections of
internal organisation in 2023 in order to enable the sector to
focus on the implementation of ISQM 1.

During the inspections related to audit engagements, the
BAOB generally reviewed one engagement in relation to the

statutory audit of annual financial statements and/or one or
more other statutory audit engagements.

The BAOB’s findings at non-PIE auditors relate to the legal and
regulatory framework as shown in the chart below.

Figure 6: Breaches of the legal and regulatory framework at non-PIE
auditors
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The most common findings at non-PIE auditors during the
quality reviews carried out in 2023 relate to ISAs and the AML
Law. ISAs apply to engagements for the statutory audit of
annual financial statements, while the AML Law applies both
to the internal organisation of the firm and to the performance
of audit engagements (engagements for the statutory audit
of annual financial statements and one-off statutory audit
engagements).

©° A'summary of the different decisions the BAOB theoretically may take can be consulted at: https://www.ctr-csr.be/nl/ctr-csr/beslissingen-van-het-college. The BAOB Committee assesses
each breach separately. Only in the exceptional case that breaches are the same or very similar in nature does the BAOB Committee impose a single measure for multiple breaches.

" The BAOB can impose an injunction as a measure under Article 116/2 of the AML Law.



5.21. Deficiencies relating to ISAs

Figure 7: Deficiencies relating to ISAs at non-PIE auditors

26%
25%
20%
15%
10% 9%
8% 8%
6% 6% 6% 6% 6%
5% 5%
5%
3%
I 2% 2% 2% 2%
H N o |
ISA ISA ISA ISA ISA ISA ISA ISA ISA ISA ISA ISA ISA ISA ISA ISA
230 240 300 315 320 330 450 500 501 505 520 530 560 600 700 706
Risk assessment Auditor’s response to assessed risks Reporting
When assessing an audit engagement (the statutory audit The chart above shows that the BAOB identified deficiencies
of annual financial statements), the BAOB reviews the audit in these different phases of the auditors’ work, as well as in the
process as a whole, starting from the risk assessment and then auditors’ audit documentation obligations, as stated in ISA 230.

proceeding via the auditor’s response to the assessed risks to
the issue of the audit opinion.

Top 3 ISA compliance deficiencies among non-PIE auditors

1. Insufficient understanding of the entity and its environment for the purpose of identifying and assessing the risks
of material misstatement (ISA 315)

2. Lack of evidence in the audit file on the design and size of the sample and the selection of items for testing
(ISA 530)

3. Late archiving (ISA 230.14) and lack of a group audit plan (ISA 600.15)

The most common cases of non-compliance with ISA 315 relate
O to the requirement for the auditor, in understanding the entity’s
O internal control activities, to also obtain an understanding
of how the entity has responded to risks arising from IT (ISA
Insufficient understanding of the entity and its 315.21).

environment for the purpose of identifying and
assessing the risks of material misstatement (ISA 315)



The use of an IT system affects how controls are implemented.
From the auditor’s perspective, controls within an IT system are
effective if they ensure the integrity of data and the security
of the system’s processing of that data, and include general
controls over the IT system as a whole™ as well as application
controls®.

In numerous audits, the BAOB found that the auditor had failed
to obtained knowledge of how the entity had responded (or
not) to the risks arising from the IT system. The BAOB points out
that obtaining this knowledge is mandatory even if the audited
entity does not use sophisticated IT tools.

Other commonly identified deficiencies related to the auditor’s
obligation to obtain an understanding of internal control
relevant to the audit (ISA 31512). Understanding internal
control helps the auditor to identify the types of potential
misstatements and the factors affecting the risks of material
misstatement, and to determine the nature, timing and extent
of further audit procedures.

The BAOB found in several audit files that the auditor was not
familiar or not sufficiently familiar with the internal control of the
entity that was relevant to the audit. The BAOB reiterates that
obtaining this understanding is mandatory even if the auditor
decides not to rely on the entity’s internal control but decides
to perform substantive procedures only.

Finally, other common deficiencies relate to the auditor’s duty
to identify and assess the risks of material misstatement (ISA
315.25).

The BAOB found in several audit files that documentation of the
risks of material misstatement was inadequate or inconsistent.
The BAOB reiterates that the auditor must identify and assess
the risks of material misstatement at financial statement
level and at assertion level" relating to transactions, account
balances and disclosures included in the financial statements,
in order to provide a basis for defining and performing further
audit procedures. As part of this assessment, the auditor must
determine whether there are any identified risks that, based on
the auditor’s judgement, constitute significant risks (ISA 315.27).

9%

Lack of evidence in the audit file on the design and
size of the sample and the selection of items for
testing (ISA 530)

The most common deficiencies in relation to ISA 530 concern
the design and size of the sample and the selection of items to
be tested.

When designing an audit sample, the auditor should consider
the purpose of the audit procedure and the characteristics of
the population from which the sample will be drawn (ISA 530.6).

The purpose of the audit procedures and the characteristics
of the population should be documented in sufficient detail in
the audit file. Consideration of the purpose of the procedure
requires a clear understanding of what constitutes a deviation
or misstatement, so that all, and only those, conditions that are
relevant to the audit procedure, are included in the evaluation
of deviations or extrapolation of misstatements.

The sample size should be sufficient to reduce sampling risk
to an acceptably low level (ISA 530.7). The sample size may
be determined using a formula based on statistical criteria or
on the professional judgement of the auditor. Whichever is the
case, justification must be provided in the audit file.

The auditor must also demonstrate in the audit file that the
elements to be tested have been selected in such a way that
each sampling unit in the population has a chance of selection
(ISA 530.8). With statistical sampling, sample items are selected
in a way that each sampling unit has a known probability of
being selected. With non-statistical sampling, the auditor’s
judgment is used to select sample items. Where that is the
case, this judgement (the reasons for the selection) should be
documented in the audit file.

2

General IT controls are policies and procedures that cover a wide range of applications and support the effective operation of application controls. They apply to mainframe, miniframe and

end-user environments. General IT controls that maintain integrity of information and data security typically include controls over:

« data centre and network operations;

« system software acquisition, change and maintenance;

« program changes;

« access security;

« application system acquisition, development and maintenance.

They are generally implemented to deal with the risks referred to paragraph A64 above. (ISA 315.A108.)

Application controls are manual or automated procedures that typically operate at a business process level and apply to the processing of transactions by individual applications.

Application controls can be preventative or detective in nature and are designed to ensure the integrity of the accounting records. Accordingly, application controls relate to procedures
used to initiate, record, process and report transactions or other financial data. These internal controls help ensure that transactions that have occurred are authorised and are completely
and accurately recorded and processed. Examples include modification checks of input data and number sequence checks with manual follow-up of exception reports or data correction at

the time of input. (ISA 315.A109.)

For example: occurrence (transactions and events that have been recorded or disclosed have occurred, and such transactions and events pertain to the entity); completeness (all

transactions and events that should have been recorded have been recorded and all related disclosures that should have been included in the financial statements have been included);
and accuracy (amounts and other data relating to recorded transactions and events have been recorded appropriately, and related disclosures have been appropriately measured and

described). (See ISA 315.A129)



8%

Late archiving (ISA 230.14) and lack of a group audit
plan (ISA 600.15)

The most common breach of ISA 230 relates to the procedure
for archiving the audit file. The auditor shall assemble the audit
documentation in an audit file and complete the administrative
process of assembling the final audit file on a timely basis after
the date of the auditor’s report (ISA 230.14).

In several audit files, the BAOB found that the firm’s filing
procedure had not been followed: archiving took place after
the legal deadline, part (electronic or paper) of the audit file was
not archived, or computer locking was not performed.

The BAOB reiterates that the complete audit file (electronic
and/or paper) must in all cases be archived no later than 60
days after the date on which the audit report relating to the
engagement was signed®.

In quality reviews, the BAOB sometimes selects a statutory audit
of consolidated financial statements as a review engagement,
in addition to the statutory audit of the annual financial
statements. In this context, the BAOB identified infringements
of ISA 600, which deals with the specific considerations
applicable to audits of group financial statements.

The most common form of non-compliance with ISA 600
concerns the duty of the group auditor to adopt an overall
strategy for the group audit and develop a group audit plan in
accordance with ISA 300 (ISA 600.15).

The BAOB found that some auditors, when charged with
performing group audit procedures, failed to establish an
overall group audit strategy or group audit plan for the
consolidated financial statements. Even if working alone,
however, the auditor in charge of the group must always
establish an overall group audit strategy and group audit plan
that meet the requirements of ISA 300 and ISA 600.

The time taken to establish an overall audit strategy and the
level of detail in the audit plan will depend on the size of the
group, the complexity of the audit and the size of the team
assigned to the engagement.

S Article 17,8 3 of the Law of 7 December 2016.

The BAOB reiterates that the
complete audit file must in all
cases be archived no later than
60 days after the date on which
the audit report relating to the
engagement was signed.






New quality

management standard:

ISOM

The IAASB adopted ISQM 1 and 2 (International Standards on Quality Management 1
and 2) in December 2020. Both were adopted into Belgian law through the publication
in the Belgian Official Gazette' of the “Standard on the application of International
Standards on Quality Management 1 and 2 (ISQM 1 and 2) and of ISA 220 (revised) in

Belgium™",

ISQM 1 and 2 promote the quality of financial information by
providing for the implementation of a quality management
system that provides a reasonable level of assurance for
each auditor regarding compliance with laws, regulations and
professional standards and the appropriateness of auditors’
reports.

All auditors were required to set up and implement a quality
management system for audit engagements in accordance
with ISQM 1 by 15 December 2023. They were then required
to carry out an evaluation of this quality management system
in accordance with paragraphs 53 and 54 of ISQM 1 by 15
December 2024.

This new standard-setting framework represents a major
evolution in the sector, replacing a static quality control system
(ISQC 1) with a system of dynamic quality management (ISQM
1). Whereas ISQC 1imposed a quality control procedure on all
auditors, ISQM 1 introduces a risk-based approach to quality
control.

During 2024, the BAOB pursued an educational and
awareness-raising approach in relation to monitoring the new
ISQM 1 quality management standard.

® Notice dated 17 November 2023 regarding the adoption of the standard entitled “Standard on the application of International Standards on Quality Management 1and 2 (ISQM 1and 2) and
of ISA 220 (revised) in Belgium”, published in the Belgian Official Gazette on 27 November 2023, p. 110371.

7" Standard on the application of International Standards on Quality Management 1and 2 (ISQM 1and 2) and of ISA 220 (revised) in Belgium. This Standard is publicly available at:
www.ibr-ire.be/docs/default-source/nl/documents/regelgeving-en-publicaties/rechtsleer/normen-en-aanbevelingen/isqm/20231127-nrm-isqm-def.pdf?sfvrsn=379024db_3.

This standard takes effect as follows:

1) the design and implementation of a quality management system for audit engagements in accordance with ISQM 1 must be completed by 15 December 2023; the evaluation of the
quality management system required by paragraphs 53 and 54 of ISQM 1 must be carried out within one year of 15 December 2023;
2) ISQM 2 takes effect in relation to audit engagements covering periods commencing on or after 15 December 2023.



641. Performance of the
ISQM Survey

As part of this educational approach, the Committee decided
on 25 April 2024 to carry out an ISQM Survey, in the form of
a one-off electronic questionnaire on the implementation
of ISQM 1. Selected non-PIE auditors who performed audit
activities during the course of 2023 were required to complete
this ISQM Survey during the summer of 2024.

With the publication of the aggregated results on 31 March
2025, the BAOB aimed to increase the understanding of the
matter within the sector™.

The results also allowed the BAOB to gain a better
understanding of how non-PIE auditors have implemented
the new standard and of any difficulties they encountered in
doing so, as well as the cost and expected benefits of this new
approach to internal organisation. These insights will further
help the BAOB to make informed decisions and refine its risk-
based oversight in the public interest.

6.2. Breach-of-standard letter in cases of
incomplete ISQM implementation

In analysing the results of the ISQM Survey, the BAOB identified
potential “warning lights” in relation to non-compliance with
ISQM 1. These were, in particular:

. Sole practitioners who stated that they had not entered
into an agreement with a third party outside the firm on the
monitoring of the quality management system;

« Auditors who stated that they have not yet set quality
objectives™ for the “Governance and Leadership”, “Relevant
Ethical Requirements”, “Acceptance and Continuance
of Client Relationships and Specific Engagements”,
“Engagement Performance”, “Resources” and “Information
and Communication” components as specified in sections
28-33 of ISQM 1;

« Auditors who stated they had not set up a risk assessment
matrix for assessing the impact and likelihood of occurrence
of quality risks?°;

« Auditors who stated they had not implemented the
“specified responses” referred to in paragraph 34 of
ISQM 1.

The BAOB engaged with the auditors concerned by way of
a breach-of-standard letter providing useful explanations on

the most essential requirements of the standard which they
themselves stated they had not (yet) complied with. This fits
seamlessly into the educational approach to monitoring the
implementation of ISQM 1 as also announced in the BAOB’s
2024 action plan.

6.3. ISQM and quality
reviews in 2024

The BAOB conducted its first ISQM inspections in 2024,
adopting an educational and awareness-raising approach. As
ISQM involved a transition to establishing a proactive quality
management system, this inspection cycle was viewed as a
learning opportunity. This was especially true for medium-sized
and smaller audit firms, whereas the big firms can often rely on
tools and procedures developed by their global network.

These inspections were organised as thematic quality reviews
at PIE firms and incorporated into the general quality review at
non-PIE firms, with a focus on two of the components of ISQM 1,
namely “The Firm’s Risk Assessment Process” and “Resources
(Human Resources)”. For large audit firms, the “Governance
and Leadership” component was also added.

The BAOB deployed its educational and awareness-raising
approach to gain insight into how auditors understand the new
standard and have implemented it. The BAOB also investigated
what value was added by ISQM 1 to the risk management of
auditing activities. The BAOB published its report on this matter
on 31 March 2025.

The BAOB decided not to impose formal measures during this
first inspection cycle, except in the case of two of the 13 non-PIE
auditfirms reviewed who had failed to implement ISQM 1 and
had made no efforts to do so.

The remaining eleven auditfirms had implemented ISQM 1.
They received an individual letter of findings, presented in the
form of Key Findings, Observations and/or Examples of Good
Practice:

« Key Findings: these are key findings by the BAOB where
the audited firm needs to take steps to improve its ISQM 1
compliance and there is a potential impact on audit quality.
The BAOB reserves the right to evaluate the remediation of
these findings during a later inspection.

» Observations: these are observations by the BAOB on
initiatives to improve ISQM 1 compliance. The BAOB

& https://www.ctr-csr.be/sites/default/files/media/files/2025-04/ctr_isqm_2025_en.pdf.

® The quality objectives set by the audit firm are objectives to be achieved by the firm in relation to the components of the quality management system. The audit firm is required to set the
quality objectives specified in ISQM 1and any other quality objectives that the firm deems necessary to achieve the objectives of the quality management system.

Audit firms must identify and assess quality risks in order to provide a basis for the design and implementation of responses. In so doing, they should consider how, and the degree to

which, conditions, events, circumstances, actions or inactions may adversely affect the achievement of the quality objectives.

The design and implementation of responses form a core part of the risk assessment process. Audit firms must design and implement responses to address quality risks in a manner that

is based on, and responsive to, the reasons for the quality risk assessments. ISQM 1.34 contains a number of specified responses that firms must design and implement, irrespective of the
firm’s size or activity. For example, a firm must obtain, at least annually, a documented confirmation of compliance with independence requirements by all its personnel.


https://www.ctr-csr.be/sites/default/files/media/files/2025-04/ctr_isqm_2025_en.pdf

encourages the audited firm to consider applying these
initiatives.

Examples of Good Practice: these are good practices that
the BAOB was able to identify at the audited firm. The
BAOB encourages the audited firm to continue these good
practices.

The approach of not imposing formal measures fits seamlessly
with the BAOB’s educational and awareness-raising approach
to initial inspections on the new internal organisation standard.

BAOB ACTIVITY REPORT 2024

The BAOB deployed its
educational and awareness-
raising approach to gain
insight into how auditors
understand the new
standard and have
implemented it.
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Combating money

laundering and

terrorist financing

Article 85, § 1, 6° of the AML Law designates the BAOB as the competent authority
to oversee how auditors comply with this Law?? in the performance of their audit
engagements and other activities that they are authorised to perform based on their
registration or entry in the public register of auditors or based on their status of trainee

auditor.

74. Cartography

To establish the individual risk profile of each auditor, as
required by the AML Law, the BAOB must collect the relevant
information for this purpose. This is the reason why the BAOB
conducted the first AML Survey in 2018; it then repeated the
exercise in 2022.

At the start of 2024, the BAOB incorporated the questions on
the inherent AML risk to which auditors are exposed into the
Auditors Annual Cartography for 2023. These questions will
thus form a regular part of the annual mapping process from
now on.

This will ensure that the BAOB’s information on the risks
associated with auditors’ clients and activities is always up to
date. The AML Law requires the BAOB to regularly update
the risk profile of auditors. This enhances the BAOB’s ability
to adapt the frequency and intensity of its oversight to the risk
profile of the auditors it reviews.

An analysis on data from 197 auditors/firms who conducted
audit engagements in their own name and for their own
account in 2023 provides the following insights:

- The figures show that the client base has an international
dimension. Only 86 auditors state they have no clients with
a non-Belgian UBO or authorised representative.

« Interms ofrisk sectors, real estate remains the most common.
Over half of audit engagements relate to this sector, which is
very large and diverse in Belgium and ranges from property

developers to construction firms. Almost half of all auditors
have at least one audit engagement in this sector.

Furthermore, a number of auditors specialise in clients
operating in specific high-risk sectors or in niche areas (e.g.
non-profit organisations making remittances outside the
EU). A good understanding of the risks of a sector with which
they are familiar clearly gives some firms the confidence to
continue taking on these mandates.

The number of auditors who have identified PEPs remains
steady. Sixty-six auditors now report having identified PEPs,
while 59 did so in 2022.

Athird of auditors say they never perform client identification
remotely.

Capital contribution and quasi-contribution engagements
involve a higher AML risk because of the valuation aspect. In
2023, the sector as a whole performed around 2,600 such
engagements. Ten or so auditors earn between 15% and
20% of their revenue from these engagements.

Forty-nine auditors reported having refused at least one
client during the year for reasons linked to AML. Again, we
see a concentration in a few firms where the number of
refusals differs significantly from the average.

The same applies to analyses of abnormal transactions: 7
auditors account for half of the 196 abnormal transaction
analyses carried out. We see a similar ratio for the reporting
of suspected ML/TF transactions to the CTIF-CFI.

22 The BAOB is responsible for the oversight of entities subject to the AML Law as defined in Article 5, § 1, 23° of the AML Law (free translation): “natural or legal persons operating in Belgium
that are registered or recorded in the public register held by the Institut des réviseurs d’entreprises / Instituut van de Bedrijfsrevisoren (Institute of Registered Auditors), in accordance with
Article 10 of the Law of 7 December 2016 on the organisation of the profession and the public supervision of auditors, natural persons that are trainee external auditors as referred to in
Article 11, § 3 of the aforementioned law, and audit firms and persons exercising the profession of statutory auditor.”



7.2. Review approach

Since 2018, the sector has made progress in managing its
money laundering risk and client risk profiles. However, there
is room for further improvement. The focus is on the effective
application of firms’ internal procedures, not only for audit
engagements but also for special engagements involving
higher risks or accounting services. In this regard, the BAOB
points mainly to the relatively low number of abnormal
transaction reports submitted by the sector to the CTIF-CFI,
as well as to the identification and monitoring of PEPs, which
could be improved.

Effective risk management is essential for ML/TF prevention.
Auditors must analyse and assess their clients’ risks and
conduct appropriate due diligence in accordance with the
individual risk profile.

In 2024, the BAOB monitored AML obligations at PIE and non-
PIE auditors in the course of its quality reviews. In so doing,
the BAOB focused on both the organisation of the firm and
the application of internal procedures in a selection of quality
review files. This is part of the BAOB’s efforts to subject the
entire sector to a basic review to verify the presence of an
overall risk assessment procedure and an individual risk
assessment for each client, as well as compliance with due
diligence obligations and the identification of PEPs.

In 2024, thematic reviews on combating ML/TF also remained
important. These sample-based checks took into account the
auditor’s risk profile, the results of the 2022 AML Survey and
the updated sector risk analysis published by the BAOB in early
2023.

Figure 8: Deficiencies relating to AML obligations at PIE auditors
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The thematic reviews begun in 2022 on the leisure sector and
certain subsegments with an increased exposure to money
laundering risks, as well as reviews of Belgian auditors who
conduct audit activities not only in Belgium but also abroad,
were continued in 2024.

7.3. Deficiencies relating to AML
obligations at PIE auditors

The BAOB reviewed AML obligations at PIE auditors as part of
its quality reviews. In 2024, it processed results on:

- the organisational set-up of 1 PIE audit firm; and
- at least one audit engagement at 16 auditors who had
performed audits of one or more PIEs.

In terms of measures, the BAOB formulated 20 injunctions for
the following deficiencies:

10%

Politically exposed Individual and overall risk
persons assessment



Top 3 deficiencies relating to AML obligations at PIE auditors

1. Late or incomplete performance of procedures relating to identification and identity verification

2. Incomplete procedures on ownership and control structure

3. Incomplete procedures on PEP identification

5%

Late or incomplete performance of procedures
relating to identification and identity verification

Almost half of the deficiencies identified (45%) involved the
identification and identity verification of the client, its ultimate
beneficial owners and its agents, as well as the identification of
the characteristics of the client and the nature and purpose of
the business relationship.

The deficiencies identified related to late or incomplete
performance of these procedures. The deficiencies also related
to incorrect or incomplete internal processes governing these
procedures. This concerned granting unjustified exceptions in
the internal processes and relying solely on a UBO register to
comply with the duties regarding the identification and identity
verification of ultimate beneficial owners.

5%

Incomplete procedures on ownership and control
structure (Article 23 of the AML Law)

In 25% of the deficiencies identified, the BAOB found that
auditors did not take sufficient reasonable steps to understand
the client’s ownership and control structure. Such procedures
are essential to identify the client’s ultimate beneficial owners,
as well as for other reasons.

0%

Incomplete procedures on detecting PEPs
(Articles 27, 34 and 60 of the AML Law and
Paragraph 6 of the AML Standard)

20% of the deficiencies identified concerned detecting PEPs
at the client. The BAOB’s findings included cases where the
requisite procedures had not been carried out or documented.

0%

Individual and overall risk assessment
(Articles 16 and 19 of the AML Law)

The deficiencies identified concerned systems in place at firm
level that failed to take sufficient account of a number of legally
required risk factors. Failure to consider all risk factors can lead
to incomplete analyses, assignment of the wrong risk category
and application of an inappropriate level of due diligence,
among other things.

7.4. Deficiencies relating to AML
obligations at non-PIE auditors

During 2024, the BAOB dealt with the non-PIE quality reviews
that were initiated in 2023 and completed in 2024. In the
course of these quality reviews, it reviewed AML obligations
in relation to:

- the internal organisation at 15 auditors; and
. at least one audit engagement (a statutory audit mandate
and/or another statutory audit engagement) at 43 auditors.

As a result of the quality review campaign, the BAOB imposed
40 injunctions for deficiencies relating to AML obligations at
non-PIE auditors.



Figure 9: Deficiencies relating to AML obligations at non-PIE auditors
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Top 3 de ciencies relating to AML obligations at non-PIE auditors

1. Inconsistent risk assessment and failure to perform a timely individual risk assessment

2. Inadequate adaptation of or failure to update the overall risk assessment

3. Lack of documentation of PEP obligations

9%

Inconsistent risk assessment and failure to perform
a timely individual risk assessment (Article 19 of the
AML Law)

The deficiencies identified by the BAOB mainly concerned the
individual assessment of AML risks as required by Article 19, §
2 of the AML Law.

The BAOB found inconsistencies between one firm’s procedure
manual, which provided for two levels of risk (low or high), and
the individual risk assessment itself, which provided for three
levels of risk (low, standard or high). It is essential that the firm’s
policies and procedures are reflected in the individual risk
assessment of the client.

The BAOB also found some deficiencies with regard to the
timing of individual risk assessments. In some files, the individual
risk assessment was carried out late. To clarify its position in
this regard, the BAOB published an AML recommendation on
30 May 2024%,

In other cases, the BAOB found that an auditor had not kept
historical records of the individual risk assessments performed
on clients. Because only the most recent version could be
produced, the auditor could not demonstrate that the first

individual risk assessment has been carried out in a timely
manner.

490

Inadequate adaptation of or failure to update the
overall risk assessment (Article 16 of the AML Law)

The BAOB identified several deficiencies with regard to the
overall risk assessment required by Article 16 of the AML Law.

In several cases, the BAOB found that the overall risk
assessment process of an audit firm was inappropriate to the
firm’s circumstances. For instance, where a firm had clients who
were PEPs or were based in a high-risk country, there was no
indication of this in its overall risk assessment.

The overall risk assessment should cover the conditions
that the audit firm actually deals with in practice, in order to
demonstrate that the policies, procedures and internal control
measures it has adopted are appropriate and proportionate to
the nature and size of the firm.

2 https//www.ctr-csr.be/sites/default/files/media/files/2024-06/ctr_aml_aanbeveling_2024_05_nl.pdf.



It is also essential that the overall risk assessment is updated
in a timely manner. Depending on the situation, updating the
overall risk assessment may also give rise to the updating of
the individual risk assessments referred to in Article 19, § 2 of
the AML Law.

0%

Lack of documentation of PEP obligations (Article 34
of the AML Law)

The BAOB found breaches of the auditor's duty to take
reasonable steps to determine whether clients, their agent(s)
or their ultimate beneficial owner(s) are PEPs, relatives of PEPs
or persons known to be close associates of PEPs (Article 34, §
1, paragraph 3 of the AML Law).

In some cases, the auditor’s procedure manual failed to define
the measures to be taken to comply with the above obligation.

In other files, the BAOB found that the auditor was unable to
demonstrate that a check had been performed as to whether
or not a client was a PEP, a relative of a PEP, or a person known
to be a close associate of a PEP.

It is essential to keep a record of the checks carried out in this
regard on the audit file.

7.5. Evaluation by the FATF of the
completeness and effectiveness of
the AML Law in Belgium

The FATF’s “mutual assessment” of the Belgian legal framework
in relation to combating ML/TF and its application in practice
began in 2023 and continued in 2024. Under the coordination
of the Treasury, all relevant government departments and
regulators provided a written report to enable the FATF to
perform its evaluation. As the competent regulator, the BAOB
also provided the required input, with an emphasis on the
effectiveness of its oversight. The BAOB devoted significant
resources to preparing this input in 2024.

The FATF evaluation will be continued and completed in 2025.
To this end, the FATF will hold on-site discussions with the
BAOB, the IRE-IBR and certain other parties in the sector in
2025.

7.6. Raising awareness through
communication and dialogue

The BAOB attaches great importance to clearly communicating
its expectations for the proper application of the regulatory
framework on combating ML/TF. The BAOB shares its findings
in order to raise awareness in the sector of common breaches
or difficulties and promote good practices, thus helping to
make its enforcement policy more predictable.

In this regard, the BAOB published an AML recommendation on
30 May 2024 on the time of the identification and the verification
of the identity of the client and of the client’s beneficial owners
and agents. The recommendation is a response to repeated
findings made during quality reviews.

The BAOB also drew attention to the introduction of goAML
by the CTIF-CFI. Since 30 September 2024, the CTIF-CFl only
accepts reports of suspected ML/TF on this digital platform.
This enables the large number of reports that the CTIF-CFI
handles each year to be processed in a streamlined, uniform
manner and in a digitally readable format. The new platform
also marks a step forward in security terms in comparison with
the previous email notifications.

In its ongoing efforts to improve its approach to combating ML/
TF, the BAOB holds meetings with the FSMA and the NBB at
least once and preferably twice a year. The main purpose of
these meetings is to share knowledge and ideas, while also
maintaining each party’s professional confidentiality. Holding
these “trilogues” and systematically promoting knowledge
sharing between these three institutions is fully in line with the
importance given by international organisations (such as the
Council of Europe and the FATF) to cooperation between the
various oversight authorities in a country. The first trilogues
between the BAOB, the FSMA and the NBB were held in
January and May 2024.







Oversight

In addition to the quality reviews, the BAOB may also decide to perform its public
oversight by carrying out ad hoc or thematic reviews of one or more audit firms based

on trends, developments and new insights.

Other common sources of oversight files are going concern
problems, bankruptcies, disputes, or allegations of fraud
received by the BAOB (e.g. from complaints or whistleblower
reports, newspaper reports and notices of early termination
of the statutory auditor’s mandate). When an oversight file is
opened at the BAOB's initiative, the BAOB’s Secretary-General
may also take into consideration information received from
other authorities or third parties.

Some of these files have a considerable societal impact and
demand a lot of review resources from the BAOB. However,
investigating these files is important to bolster trust in the
services provided by auditors.

In handling the oversight files, the BAOB considers it very
important to assess each file on its individual characteristics,
without bias and without regard to subsequent events.

81. Complaints and
whistleblower reports

During 2024, the BAOB received 36 complaints, of which 35
were admissible. It also received 7 whistleblower reports, of
which 4 were admissible.

In this regard, the BAOB wishes to draw attention to one of
the files it handled. More than half of these complaints and
whistleblower reports dealt with activities at two audit firms
whose shares were bought out by private investors.

On 23 July 2024, based on its investigation into these
complaints, the BAOB decided to submit a report of possible
criminal offences to the public prosecutor of Brussels. Based
on the information in its possession, the BAOB found that there
may have been possible fraud, extortion, fraudulent insolvency,
abuse of trust, falsification of documents and computer records,
money laundering and misuse of corporate assets at these
audit firms, among others.

The BAOB’s submission led to an acceleration of the judicial
investigation. On the basis of the submission, the judicial
investigation was expanded to include evidence of fraud,
abuse of trust and misuse of corporate assets. The prosecutor
of Brussels brought in an examining magistrate on the basis of
this evidence. The BAOB is following up on this case.

This case indicates that audit professionals must also be vigilant
both while performing their audit procedures and when non-
auditors come forward who wish to invest in their audit firms.

It is vital for audit firms to be vigilant when faced with an offer
of investment by unknown or poorly known private investors.
Audit firms can be an attractive target for rogue individuals.
Auditors have access to sensitive financial information and play
a crucial role in ensuring its reliability. The position of trust that
auditors enjoy with respect to their clients is open to abuse by
malicious persons, who may use it, for instance, to generate
illicit profits, conceal fraud or involve them in illegal or risky
transactions.

In addition, certain individuals may try to circumvent the
internal control systems of an audit firm or organise the powers
of directors in such a way as to abuse the relationships of trust
between the auditors and their clients. Rogue investors can
thus take over the entire financial management of an audit firm,
with all possible consequences not only for the firm itself but
also for its clients and the auditors it employs.

The presence of these risks highlights the importance of
conducting thorough due diligence before deciding to admit
private investors into a firm’s ownership structure. It is essential
to check the background of private investors and investigate
whether they are reputable, whether there are any complaints
against them and whether they comply with the legal and
ethical standards that apply to auditors.



8.2. Dialogue with the sector on the
attractiveness of the profession,
ISQM, the CSRD and fees

As in 2023, the BAOB conducted a series of interviews with a
number of PIE and non-PIE auditors in 2024. Doing so helps
the BAOB refine its understanding of the challenges facing the
sector.

The dialogues help the BAOB to exercise proportionate and
risk-based oversight. The BAOB thanks all the auditors who
participated in these roundtables for their input and availability.

All the auditors who took part shared the BAOB’s belief that
these dialogues are important and instructive and wish to
repeat the initiative in 2025. This form of open and transparent
communication was greatly appreciated by the participants.

In these dialogues, the auditors shared their concerns about
the attractiveness of the profession, the measures they were
putting in place to implement ISQM and the challenges of
responding to their clients’ questions about CSRD obligations.

During dialogues with the sector, the painful issue of what are
perceived to be 'unrealistic fees’ for public-sector engagements
has been coming up for years. When submitting tenders for
public-sector engagements, some auditors are said to offer
fees which, according to the dialogues, would not be sufficient
to provide the required audit quality. If price is a decisive factor
in assessing the tender, these auditors would thus be able
to win the engagement. The BAOB will continue to monitor
such practices as part of its risk analysis, as well as through a

thematic review in 2025.

As in 2023, the BAOB
conducted a series of
interviews with a

number of PIE and non-PIE
auditors in 2024. Doing
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its understanding of the
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sector.
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Enforcement

Enforcement is the cornerstone of a strong oversight authority that acts proportionately
in the public interest and, through its actions, ensures that trust in the sector is
upheld. The BAOB will use all measures in its toolbox to achieve the objective set by
the legislator and will propose additional measures, or a fine-tuning of the existing
measures, to the relevant minister if necessary.

941. Decisions taken by the BAOB

This section provides an overview of the figures relating to the
measures taken by the BAOB in individual oversight files and
individual quality reviews in 2024.

However, for various reasons, the reader should be careful
not to jump to conclusions based solely on the number of
measures.

Firstly, the number of oversight files varies from year to year.
The BAOB deals both with files opened in the current calendar
year and with files opened in previous calendar year.

The scope of the oversight varies from year to year and even
from file to file. This also applies to the number of auditors
reviewed in a calendar year and their risk profiles, as well as
the scope and themes retained for the review. Therefore, the
initiation of — efficiently conducted — thematic reviews may
have a significant impact on the number of breaches detected
and thus influence the results from year to year. The number
of oversight files pending and the time and effort required to
complete the various files also influence the results for each
calendar year.

Table 3: Decisions taken by the BAOB in 2023 and 2024

Compliance

Reprimands deadlines

2023 2024 2023 2024

Quality review files 20 12 67 38
Of which non-PIE 10 5 64 36
Of which PIE 10 7 3 2
Oversight files 2 8 1 6
Total 22 20 78 44

Regarding the quality reviews, auditors are selected so as to
comply with the oversight cycle, whereby a review must be
conducted at least once every three years (PIE auditors) or six
years (non-PIE auditors). The selection also includes auditors
who are considered to have a higher risk of poor audit quality.
Finally, selections are always supplemented by random
selections. Since the selection of auditors changes each year,
review results are not directly comparable from year to year.

In addition, when interpreting the number of measures, it is
important to note that the BAOB Committee considers each
breach separately and imposes a measure for each breach.
Only in the exceptional case that breaches are the same or very
similar in nature does the BAOB Committee impose a single
measure for multiple breaches. This method of working is an
efficient way of gaining insight into the nature of the different
types of measures and analysing them. This may differ from
the approach followed by other oversight authorities, which is
relevant when assessing the figures for Belgium in reports from
international institutions.

The summary table below does not include files for which the
BAOB imposed no measures.

Injunctions

Recommendations Total

2023 2024 2023 2024 2023 2024

43 61 128 107
23 a1 57 51
20 20 7 56
5 0 5 1
48 61 131 108 279 233

The table above shows that in 2024, the BAOB took a total of 233 measures, compared with 279 in 2023.



9.2. Investigation files

When there are strong indications of the existence of a practice
that may give rise to the imposition of an administrative measure
or pecuniary sanction, the Secretary-General of the BAOB may
decide to initiate an investigation file. The Secretary-General
then undertakes various investigative actions, based on which
a report is submitted to the BAOB Committee.

All investigation files initiated by the Secretary-General are
handled by the BAOB Committee. Only the BAOB Committee
is competent to decide on the appropriate action to be taken
based on the final investigation reports of the Secretary-
General. It may decide to refer the matter to the Sanctions
Committee of the FSMA, to impose appropriate measures itself
or to close the case without further action.

At the beginning of 2024, there were around 30 open
investigation files. The matters under investigation concern,
among others, the performance of substandard audit
procedures during an audit engagement, the inconsistent
addition of documents to an audit file and the inconsistent
preparation and amendment of audit documentation.

The BAOB Committee took decisions in ten files and decided
to refer six files to the Sanctions Committee of the FSMA.
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Decisions of the
Sanctions Committee

of the FSMA

Decision of 28 March 2024 - Breach of Article 12, § 1,
Article 13, § 1, paragraph 2 and Article 29, § 1 of the Law
of 7 December 2016 and Article 6 of the Royal Decree
of 10 January 1994 — Pecuniary sanction — Publication
by name

On 28 March 2024, the Sanctions Committee of the FSMA
decided to impose a pecuniary sanction of EUR 16,000 on one
auditor and to publish this decision for a period of one year,
mentioning the auditor by name.

The Sanctions Committee held that the auditor had breached
the general independence requirement of Article 12, § 1 of the
Law of 7 December 2016 and Article 6 of the Royal Decree of
10 January 1994 by offering accounting services to six clients
for which he then served as auditor. The Sanctions Committee
also found a breach of the rules on engagement acceptance
under Article 13, 8 1, paragraphs 2 and 3 of the Law of 7
December 2016, as the auditor should not have accepted the
engagements of those six clients in those circumstances. The
Sanctions Committee found these breaches not to be proven
in relation to six other clients.

The Sanctions Committee also held that the auditor, in the
performance of his mandate as statutory auditor of three clients,
had not breached the principles of auditor independence
under Article 3:62 (8 1, 2, 4 and 5) of the CAC and Atrticle 3:63,
§ 1 and 2 of the CAC. The Sanctions Committee held that the
Belgian Audit Oversight Board had not proved that the auditor
had breached these principles.

The Sanctions Committee further ruled on whether the auditor
had breached the requirement for professional scepticism
under Article 15 of the Law of 7 December 2016 and the
requirement for professional competence under Article 12,
§ 1 of that Law. The Sanctions Committee held that this was
not the case and that not every breach of the independence
requirement necessarily implies a breach of the requirement
for professional scepticism or a breach of the professional
competence requirement.

Finally, the Sanctions Committee decided that the auditor

had breached the rules of professional care set out in Article
12, 8 1 of the Law of 7 December 2016 and the core values
of the profession, as defined in Article 29, § 1 of the Law of 7
December 2016, on the grounds that the auditor had performed
his auditor's mandates in violation of the independence
requirements.

The Sanctions Committee considered the sanction imposed
to be appropriate and proportionate, taking into account all
relevant circumstances, including the gravity (the independence
requirements are among the core values of the profession) and
duration of the breaches (spread over several years) and the
finding that the auditor derived a (limited) degree of financial
benefit from the breaches. On the other hand, the Sanctions
Committee took into account the lack of any previous sanctions
on the auditor concerned, the cooperation provided by the
auditor and the absence of a financial loss to third parties.

No appeal was filed against this decision in the Market Court.

Two other decisions of 28 March 2024

In each of these two other decisions of 28 March 2024, it was
found not to have been shown that the auditor in question
had infringed Article 12, § 1, paragraph 1 and Article 15,
paragraph 1 of the Law of 7 December 2016 or violated ISA
20015 by performing the assignments entrusted to him as the
permanent representative of a statutory auditor of a company
with insufficient care and insufficient professional scepticism.
As no sanction was imposed, these two decisions were not
published.

Decision of 17 May 2024 - Various serious breaches
— Pecuniary sanction — Withdrawal of status — Public
statement on audit reports of a company — Publication
by name

On 17 May 2024, the FSMA's Sanctions Committee decided
to withdraw the status of an auditor, issue a public statement



on certain audit reports, impose a pecuniary sanction of EUR
250,000 and publish this decision for a period of five years,
mentioning the auditor by name.

The Sanctions Committee held that the vast majority of the 217
breaches with which the auditor was charged had been proved
and that it had no jurisdiction over the remaining breaches in
view of their criminal nature.

The breaches upheld by the Sanctions Committee primarily
concerned the duty to provide information, the duties in
respect of information processing systems, certain obligations
under AML regulations, the duties in relation to archiving and
monitoring, the duty to comply with the imposed suspension
and interim abstention order, the duty of cooperation,
discretion, probity and dignity towards the regulator, the annual
reporting obligation and the irregular performance of activities.
The Sanctions Committee also upheld several breaches
committed by the auditor during his mandate as auditor of
a football club for three financial periods. These included
breaches of the duty to have an audit file, failure to carry out
essential audit procedures and breaches of the duty to comply
with an imposed suspension and the duty to comply with an
interim abstention order.

The Sanctions Committee considered the sanction imposed
to be appropriate and proportionate, taking into account the
relevant circumstances, including the gravity and duration of
the breaches (frequent breaches over a long period of time),
the fact that the auditor had failed to cooperate with and wilfully
obstructed the investigation, his prior record of disciplinary
sanctions, the severity of the auditor’s guilt (multiple findings
of fraudulent intent), the fact that he had gained an undue
economic advantage and the fact that the sanction should
have a deterrent effect. The public statement that the audit
reports prepared by the auditor for the football club for three
financial periods did not meet the requirements of Article 28 of
Directive 2006/43/EC was deemed necessary by the Sanctions
Committee because third parties had relied on them.

This decision was appealed to the Market Court. By judgment
of 19 March 2025, the Market Court dismissed the appeal as
unfounded.

Decision of 17 May 2024 - Breach of the Companies
Code - Breach of the Law of 7 December 2016 - Breach
of Article 12, paragraph 1, 2° of the Royal Decree of 21
July 2017 - Breach of the AML Law - Breach of ISAs and
ISQC 1 — Withdrawal of status — Pecuniary sanction —
Publication by name

On 17 May 2024, the Sanctions Committee of the FSMA
decided to withdraw the status of an auditor, to impose a
pecuniary sanction of EUR 15,000 and to publish this decision
for a period of one year, mentioning the auditor by name.

The Sanctions Committee held that 30 breaches of which the
auditor was accused had been proved and that more than 30
applicable provisions of the law, regulations and standards had
not been complied with.

First, the Sanctions Committee found that the auditor concerned
had not complied with the provisions relating to the internal
organisation of the firm and the minimum requirements to be
followed and applied to ensure good-quality service provision
and organisation by the auditor. These were breaches of the
duty to obtain and provide information, the obligations in
relation to archiving and monitoring, the duty in relation to
information processing systems and the reporting obligation.
The Sanctions Committee noted that 22 compliance deadlines
were required before the BAOB was able to find that the auditor
had reached the minimum requirements.

The Sanctions Committee also held that the auditor had
committed several breaches in the performance of two
statutory audit mandates, involving very serious neglect of
even the most essential procedures and obligations incumbent
on auditors:

» In respect of the first statutory audit mandate, these were
breaches of the duty to obtain a sufficient understanding of
the principles of financial reporting, sufficiently identify risks,
conduct sufficient investigations into overrides of controls
by management or related parties, perform quantitative
analyses, perform audit procedures and provide adequate
audit documentation. The reporting was also inadequate.

« In respect of the second statutory audit mandate, the
identification and individual risk assessment required under
AML regulations had not been carried out, but the auditor
had proceeded nevertheless to enter into a business
relationship with the client. Further, there was no adequate
audit documentation and almost none of the standards
under the applicable legislative and regulatory framework
had been applied. Finally, the auditor’s attitude towards his
client was highly problematic, as he had falsely represented
to his client that he could not prepare an audit report without
an engagement letter, thus placing the responsibility for his
own negligence and carelessness on his client.

Taking into account, on the one hand, all the relevant
circumstances, including the gravity and duration of the
breaches and the degree of responsibility of the auditor
concerned, and on the other hand, the lack of any prior
sanctions against the auditor and the cooperation he had
provided, the Sanctions Committee deemed withdrawal of
the status of auditor, a pecuniary sanction of EUR 15,000 and
publication of the decision for a period of one year, mentioning
the auditor by name, to be an appropriate and proportionate
sanction.

No appeal was filed against this decision in the Market Court.

Decision of 27 September 2024 — Breach of the duty
of care (Article 14, § 3, 2° of the Law of 22 July 1953,
ISA 200415, ISA 24042 and ISA 550.20 and 550.23) -
Reprimand — Anonymous publication by excerpt

On 27 September 2024, the Sanctions Committee decided
to issue a reprimand to an auditor and to publish the decision
anonymously by excerpt.



The Sanctions Committee held that the auditor in question had
not discharged the audit engagement entrusted to him with
the necessary care and the required professional scepticism
because, despite circumstances known at the time that called
for increased vigilance,

« he had been content to obtain additional information on the
provision of intra-group services from management, without
performing a more thorough review of those services;

« he had failed to identify the anomalies in the underlying
contracts obtained and had failed to recognise that these
contracts did not constitute appropriate audit evidence
within the meaning of ISA 550.20;

« he had failed to establish, in accordance with ISA 550.23,
that the business rationale provided for the transactions was
not right and failed to suspect that they might therefore have
been entered into in order to conceal a misappropriation of
assets.

It found a breach of Article 14, § 3, 2° of the Law of 22 July 1953,
as well as of ISA 20015 and ISA 24012 and the aforementioned
ISAs.

Taking into account all the relevant circumstances, the Sanctions
Committee decided to issue a reprimand to the auditor,
notwithstanding the fact that the gravity of the breaches and
the resulting degree of responsibility of the party in principle
called for a severe sanction, on the grounds that the complaint
had not been brought within a reasonable time and in view of
the time that had elapsed since the breaches were committed.

Moreover, in accordance with the less stringent criminal law
applicable at the time of the matters concerned (Article 74
of the Law of 1953), it was decided to publish the decision
anonymously.

No appeal was filed against this decision of the Sanctions
Committee in the Council of State.

Three further cases were referred to the Sanctions
Commiittee in 2024 pursuant to Article 58 of the Law of
7 December 2016.

In one case, the Sanctions Committee declared that it was not
competent to act and that the proceedings were without object
following the decease of the auditor concerned. The other
two cases will be dealt with at hearings in the first and second
quarters of 2025.







Cooperation

The BAOB underlines the importance of a high-quality cooperation with national and

international bodies.

The key points relating to cooperation in 2024 are contained in this activity report.
More information on these partnerships can be found on the BAOB’s website?*.

1141. National cooperation

The BAOB works very closely with the FSMA. The relations
between these two independent bodies are governed by the
memorandum of understanding of 18 October 20175,

As set out in Chapter 9 of the Activity Report, the BAOB may
decide to refer a matter to the Sanctions Committee of the
FSMA. In that case, the BAOB initiates proceedings which may
give rise to the imposition of administrative measures, ranging
from a warning to the withdrawal of the status of auditor and
the imposition of pecuniary sanctions?®. Chapter 10 of this
activity report reprises the decisions taken by the Sanctions
Committee in 2024 in cases referred to it by the BAOB.

The BAOB works very closely with the NBB. The cooperation
in the performance of their respective missions and the
procedures for the exchange of information are governed by
the memorandum of understanding of 14 June 2019%.

In its consultations with the IRE-IBR, the BAOB paid close
attention to the completion of the Auditors Annual Cartography.
The information in the Cartography is used by the BAOB in its
oversight of the sector. Completing it correctly is therefore
important so that the BAOB can perform its oversight in a risk-
driven manner. To help auditors prepare their input for the
2024 Cartography as well as possible, the BAOB has published
a notice containing a set of rules that will help them avoid the
main technical pitfalls they encountered during the previous
information-gathering exercise in 2023%,

In 2024, the BAOB also expanded its review of the rules
surrounding the examinations for admission to the profession
of auditor to include the review of the rules for recording
attendance at training sessions organised by the IRE-IBR.

The BAOB and the IRE-IBR also focused on maintaining and
updating the public register in 2024 and on the updating of
the data in this register. Particular attention was paid to legal
persons or other entities (in any legal form), which must be
registered in the public register as soon as they perform
activities that the law entrusts only to auditors. This means that
when an auditor who is a natural person conducts his or her
professional activity through a legal person or entity, that legal
person or entity must be entered in the public register. The
corporate object of the legal person or entity must include a
reference to the exercise of the profession of auditor.

In terms of national dialogue, the BAOB regularly exchanges
views with the CSPE-HREB. The CSPE-HREB will request
the BAOB’s advice on draft standards prepared by the IRE-
IBR, the BAOB will request advice on other matters relating
to the standards, or there may be an exchange of views on
developments in the sector. In accordance with Article 31, § 1,
paragraph 4 of the Law of 7 December 2016, the BAOB may
submit its remarks within six weeks of the request sent by the
CSPE-HREB.

In 2024, the CSPE-HREB also requested advice from the
BAOB on various matters in relation to standards, including the
drafting of a specific professional standard for legally required
assurance engagements in relation to sustainability information
at company and group level.

In the context of the analysis of a draft standard, the BAOB
ascertains, inter alia, whether the content of the standard is
accessible and foreseeable, so that everyone —and in particular
the auditor — can correctly apply and understand the standard
and so that the BAOB can take enforcement measures where
appropriate.

https://www.ctr-csr.be/nl/ctr-csr/samenwerking.

&

https://www.ctr-csr.be/sites/default/files/legacy/content/MoU/2017-10-18_protocole_ctrcsr_fsma.pdf.

% The administrative measures and pecuniary sanctions the Sanctions Committee can impose are defined in Article 59 of the Law of 7 December 2016.

BN

https://www.ctr-csr.be/sites/default/files/legacy/content/MoU/2019-06-14_protocole_ctrcsr_nbb.pdf.
https://www.ctr-csr.be/sites/default/files/media/files/2024-08/2024-07-31_kennisgeving.pdf.


https://www.ctr-csr.be/nl/ctr-csr/samenwerking
https://www.ctr-csr.be/sites/default/files/legacy/content/MoU/2017-10-18_protocole_ctrcsr_fsma.pdf
https://www.ctr-csr.be/sites/default/files/legacy/content/MoU/2019-06-14_protocole_ctrcsr_nbb.pdf
https://www.ctr-csr.be/sites/default/files/media/files/2024-08/2024-07-31_kennisgeving.pdf

In 2024, the BAOB entered into a memorandum of
understanding with the Federal Ombudsman, which is tasked
under the Law of 28 November 2022 with the coordination
of external whistleblower reports in the private sector. The
Federal Ombudsman and the BAOB cooperate, exchange
information and issue reports in accordance with this Law of 28
November 2022. In some cases, different authorities may have
competence for different aspects of the same report.

The purpose of this memorandum of understanding is to
define the respective fields of competence of the BAOB and
the Federal Ombudsman and to set out the practical terms
for cooperation and information sharing between the Federal
Ombudsman and the BAOB in the handling of whistleblower
reports.

The consultative assembly for public oversight of the
profession of registered auditors is held annually. The
consultative assembly deals with general issues concerning the
public oversight of the profession. It is composed of the Chair
of the BAOB Committee, two representatives of the BAOB, two
representatives of the CSPE-HREB, four representatives of the
IRE-IBR and two representatives of the FPS Economy.

The BAOB also maintains its ongoing dialogue with the General
Administration of the Treasury, the NBB and the FSMA in the
context of the fight against money laundering.

Finally, the BAOB also provides technical advice to ministers’
offices at their request.

11.2. International cooperation with
other regulators

In terms of international cooperation, the BAOB worked closely
in 2024 with the US regulator, the Public Company Accounting
Oversight Board (PCAOB).

In 2021, the BAOB and PCAOB signed a historic transatlantic
cooperation agreement that provides permanent support to
the US listing of Belgian companies.

Under this cooperation agreement, the PCAOB can conduct
joint inspections with the BAOB in Belgium at audit firms that
act as the statutory auditors of Belgian companies listed on a
regulated market in the US (the NYSE, NASDAQ, etc.).

The 2021 cooperation agreement also provides for international
cooperation on administrative investigations by both the
Belgian and US regulators.

11.3. Representation
of the BAOB abroad

The BAOB attended the annual seminar of the International
Institute on Audit Regulation, organised by the PCAOB in
Washington in October 2024. The seminar covered topics
dealing with the practical organisation of inspections, regulatory
enforcement and the impact of technology and corporate
culture on audit quality. Special attention was also paid to fraud
and white-collar crime investigations, and investments in audit
firms by outside capital.

The BAOB is also part of the Committee of European Auditing
Oversight Bodies (CEAOB).

Regulation (EU) No 537/2014 provides that “With regard to
specific networks, competent authorities of the Member States
where the network carries out significant activities may request
the CEAOB to establish a college with the participation of the
requesting competent authorities.” In this context, the BAOB
participated in the CEAOB College on EY (the “EY College”)
and the CEAOB College on Deloitte (the “Deloitte College”).
These colleges are a forum for the sharing of specific
experiences on the operation of the networks, as well as
overarching topics such as the international ISQM 1 standard
(with its focus on independence and human resources) and
ESG.

The BAOB also participated in the joint meeting in Frankfurt
in November 2024 between the CEAOB and the European
Systemic Risk Board (ESRB, which oversees the European
Union’s financial system to prevent and mitigate systemic
risks). Topics discussed at the meeting included an account
of the activities of both institutions, as well as of the initial
implementation of European Sustainability Reporting Standards
(ESRS), and the views of auditors on other risks with potential
financial stability implications.

Finally, the BAOB participated in two meetings of the CEAOB’s
Inspections Subgroup, which aims to improve the cooperation
and consistency of action between CEAOB members on
inspections, and to develop effective communication with
auditors. The first meeting was mainly about assurance in
relation to sustainability information. At a second meeting of the
Subgroup in October 2024, the International Ethics Standards
Board for Accountants (IESBA) and the International Auditing
and Assurance Standards Board (IAASB) presented their
ongoing initiatives and the status of their work. The Inspections
Subgroup also organised training for inspectors on various
matters concerning banks and insurance companies.

At the international level, regulators collaborate through
the International Forum of Independent Audit Regulators
(IFIAR). The IFIAR’s general meeting in April 2024 included
a presentation of the work under way in the IFIAR and its
working groups, an exchange of knowledge and experience
among regulators, and panel discussions with representatives
of selected networks of auditors. Discussion topics at this
plenary meeting focused on several key topics, including
the governance of audit firms, sustainability reporting and
assurance, and the increased use of technology by auditors.



Finally, the BAOB took part in the IFIAR’s Inspection Workshop,
which this year focused on ISQM 1, cybersecurity and ethics.

Finally, in 2024, the BAOB organised a roundtable discussion
with the International Auditing and Assurance Standards
Board (IAASB) on the International Standard on Sustainability
Assurance ISSAA 5000 exposure draft, and also took partin a
roundtable discussion with the International Ethics Standards
Board for Accountants (IESBA), organised by the FSMA, on the
exposure draft of the ethics and independence standards for
sustainability reporting and assurance.







List of
abbreviations

AML

AML Law

AML standard

Auditor
BAOB

CAC

CEAOB

Companies Code

CTIF-CFI

Directive 2006/43/EC

Directive (EU) 2015/849

EEA

ESG

EU

FATF

FPS Economy
FSMA

IAASB

IESBA

IFIAR

IRE-IBR

ISAs

Anti-Money Laundering, as defined in the AML Law

Law of 18 September 2017 on the prevention of money laundering and terrorist

financing and on the restriction of the use of cash: https://www.ejustice.just.fgov.be/eli/
wet/2017/09/18/2017013368/justel (French and Dutch only)

Standard of the IRE-IBR dated 27 March 2020 on the application of the Law of 18 September
2017 on the prevention of money laundering and terrorist financing and on the restriction

of the use of cash: www.ibr-ire.be/docs/default-source/nl/Documents/regelgeving-en-
publicaties/rechtsleer/normen-en-aanbevelingen/normen/Norm-AML-2020-NL.pdf

A registered auditor who is a natural person or an audit firm

Belgian Audit Oversight Board, established by Article 32 of the Law of 7 December 2016

Companies and Associations Code: http://www.ejustice.just.fgov.be/eli/
wet/2019/03/23/2019A40586/justel (French and Dutch only)

Committee of European Auditing Oversight Bodies, as referred to in Article 30 of Regulation
(EU) No 537/2014

Companies Code (Code des sociétés — Wetboek van vennootschappen): https://www.
ejustice.just.fgov.be/cgi_loi/article.pl?language=nl&lg_txt=n&type=&sort=&numac_

search=&cn_search=1999050769&caller=SUM&&view_numac=1999050769f

Financial Intelligence Processing Unit (Cellule de traitement des informations financieres —
Cel voor financiéle informatieverwerking), as referred to in Article 76 of the AML Law

Directive 2006/43/EC of the European Parliament and of the Council of 17 May

2006 on statutory audits of annual accounts and consolidated accounts, amending
Council Directives 78/660/EEC and 83/349/EEC and repealing Council Directive
84/253/EEC (Text with EEA relevance): https://eur-lex.europa.eu/legal-content/EN/
TXT/?uri=uriserv%3A0J.L_.2006.157.01.0087.01.ENG&toc=0J%3AL%3A2006%3A157%3ATOC
Directive (EU) 2015/849 of the European Parliament and of the Council of 20 May 2015 on
the prevention of the use of the financial system for the purposes of money laundering or
terrorist financing (Text with EEA relevance): https://eur-lex.europa.eu/legal-content/EN/
ALL/?uri=%20CELEX%3A32015L0849

European Economic Area

Environmental, social and governance

European Union

Financial Action Task Force

Federal Public Service Economy, SMEs, Self-Employed and Energy

Financial Services and Markets Authority

International Auditing and Assurance Standards Board

International Ethics Standards Board for Accountants

International Forum of Independent Audit Regulators

Institute of Registered Auditors (Institut des Réviseurs d’Entreprises — Instituut van de
Bedrijfsrevisoren)

International Standards on Auditing



ISQC1
ISQM

ISQM Standard

Law of 22 July 1953

Law of 7 December

2016

Law of 28 November
2022

ML/TF
NBB
Non-PIE

Non-PIE auditor

PCAOB

PEP

PIE

PIE auditor

Regulation (EU) No
537/2014

Regulation (EU)
2020/852

International Standard on Quality Control 1
International Standard on Quality Management

IRE-IBR Standard on the application of International Standards for Quality Management 1 and
2 (ISQM 1 and 2) and of ISA 220 (revised) in Belgium

Law of 22 July 1953 establishing an Institute of Registered Auditors and organising the public
oversight of the profession of registered auditor: https://www.ejustice.just.fgov.be/cgi_loi/
change_lg.pl?language=nl&la=N&cn=2007043049&table_name=wet (French and Dutch
only)

Law of 7 December 2016 on the organisation of the profession and the public oversight of
registered auditors: http://www.ejustice.just.fgov.be/eli/wet/2016/12/07/2016011493/justel
(French and Dutch only)

Law of 28 November 2022 on the protection of whistleblowers reporting breaches of Union
or national law identified within a legal entity in the private sector: https://www.ejustice.just.
fgov.be/eli/wet/2022/11/28/2022042980/staatsblad (French and Dutch only)

Money laundering and terrorist financing
National Bank of Belgium
Entities other than public-interest entities

Auditors that do not audit a PIE that individually exceeds more than one criterion as referred
to in Article 1:26 of the CAC

Public Company Accounting Oversight Board

A politically exposed person, defined in Article 4, 28° of the AML Law as “a natural person

exercising or having exercised prominent public functions. This includes in particular:

a) heads of state, heads of government, ministers and secretaries of state;

b) members of parliament or of similar legislative bodies;

c) members of the governing bodies of political parties;

d) members of supreme courts, of constitutional courts or of other senior judicial bodies,
including administrative judicial bodies, whose decisions are not subject to appeal other
than in exceptional circumstances;

e) members of courts of auditors or of the boards of central banks;

f) ambassadors, consuls, chargés d’affaires and senior officers in the armed forces;

g) members of the administrative, management or supervisory bodies of state-owned

enterprises;

directors, deputy directors and board members or persons occupying an equivalent

position in an international organisation;

i) natural persons exercising a function considered to be an important public function
included on the list published by the European Commission under Article 20b (jii) of
Directive 2015/849;

The public functions referred to in points a) to i) do not include middleranking or more junior

functions.” (free translation)

=

Public-interest entity, defined in Article 1:12 of the Companies and Associations Code as
“listed companies whose shares, jouissance rights or certificates relating to these shares
are admitted to trading on a regulated market, companies whose securities as referred to in
Article 2, 31°, b) and c) of the Law of 2 August 2002 on the supervision of the financial sector
and on financial services are admitted to trading on a regulated market, credit institutions,
insurance or reinsurance companies, settlement institutions and institutions deemed
equivalent to settlement institutions” (free translation)

Auditors that audit one or more PIEs that individually exceed more than one criterion as
referred to in Article 1:26 of the CAC

Regulation (EU) No 537/2014 of the European Parliament and of the Council of 16 April 2014
on specific requirements regarding statutory audit of public-interest entities and repealing
Commission Decision 2005/909/EC (Text with EEA relevance): https://eur-lex.europa.eu/eli/
reg/2014/537/oj?eliuri=eli%3Areg%3A2014%3A537%3A0j&locale=en

Regulation (EU) 2020/852 of the European Parliament and of the Council of 18 June 2020
on the establishment of a framework to facilitate sustainable investment, and amending
Regulation (EU) 2019/2088



Royal Decree of 10
January 1994

Royal Decree of 21 July
2017

Sanctions Committee

UBO Register

Ultimate beneficial
owner

Royal Decree of 10 January 1994 on the duties of registered auditors

Royal Decree of 21 July 2017 on the granting of the status of registered auditor and on
enrolment and registration in the public register of auditors

Sanctions Committee of the FSMA as referred to in Article 47 of the Law of 2 August 2002
on the supervision of the financial sector and on financial services

Register of Ultimate Beneficial Owners, being the ultimate owners or persons able to take
decisions within an organisation, company or association

Ultimate beneficial owner as referred to in Article 4, 27° of the AML Law, i.e. the natural
person or persons who ultimately own(s) or control(s) the client, the client’s agent or the
beneficiary of life insurance contracts and/or the natural person or persons on whose behalf
a transaction is performed or a business relationship is established






