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EXECUTIVE SUMMARY

What changes for the mid-market
audit firm as Al enters its industry

A mid-market audit firm competes on two things: the quality of its people and the depth of its client
relationships. Al is restructuring both. The Big Four have invested hundreds of millions in proprietary
audit platforms that compress delivery by thirty to forty percent. A Big Four engagement team using
these tools completes the same work in sixty percent of the hours. The mid-market firm using manual
processes faces a structural cost disadvantage that widens every year.

At the same time, sustainability assurance has opened the first genuinely new audit market in a
generation. CSRD mandates require independent assurance on sustainability reporting. The Big Four's
legacy platform advantage does not apply here because everyone starts from near zero on
methodology and tooling. For a mid-market firm, this is the one market where it can establish a
position before the incumbents consolidate. But the Omnibus | Directive reduced the addressable
scope by roughly eighty-five percent, concentrating the remaining mandates in larger, higher-value
companies. The window to build defensible expertise is eighteen to twenty-four months. After that,
the networks will have industrialized it.

The third pressure is talent. Forty-one percent of graduates leave public accounting within three
years. The best performers leave fastest. Firms that offer Al-augmented work see twenty-five percent
higher retention because the work becomes about judgment and client interaction rather than
sampling and reconciliation. The talent crisis and the Al opportunity are the same problem viewed
from different angles.

These three forces are not separate problems requiring separate responses. They are one problem:
how the firm builds, encodes, and deploys knowledge. The managing partner who treats them as
three budget lines (IT investment, new service line, HR initiative) will underfund all three. The one who
sees them as a single knowledge infrastructure question will move faster and spend less.

This briefing is about what that integrated move looks like, and why the
next eighteen months determine which mid-market firms capture the
decade ahead.
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THE SHIFT

The compliance objection protects the
audit. It does not protect the firm.

Every managing partner in mid-market audit has heard the same internal argument: "Our methodology
is prescribed. We cannot deploy unvalidated tools in audit engagements." This is true. Audit
methodology is regulated. The tools that touch audit evidence must meet regulatory standards. No
responsible firm would compromise that.

But the compliance objection has become a shield against a different conversation entirely. How the
firm builds CSRD expertise is not prescribed. How the firm captures and retains client-specific audit
context across engagement cycles is not prescribed. How the firm develops specialist capability in
sustainability, risk advisory, or sector-specific assurance is not prescribed. How the firm makes junior
work intellectually engaging enough to retain the forty-one percent who currently leave within three
years is not prescribed.

The compliance objection protects the audit process. It does not protect
the business model. The managing partner who conflates the two
misses the strategic conversation entirely.

The Big Four understood this distinction years ago. Their Al platforms handle the prescribed
methodology more efficiently. But the real advantage is in the knowledge infrastructure around the
methodology: how client context is retained year over year, how specialist expertise is captured and
deployed across the network, how new service lines like sustainability assurance scale from pilot to
standard practice. The mid-market firm that builds equivalent knowledge infrastructure on its own
terms, using tools within its budget, closes the gap that matters. The methodology stays prescribed.
The firm's competitive capability does not have to.
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Revenue. Profit. Valuation.

Under the old model these three questions had three different answers. AI
ties them together. Build the knowledge infrastructure and you move all
three at the same time.

Which new
mandates can
you credibly
win in twenty-
four months?

CSRD sustainability
assurance is a
concentrated, high-value
market. The firms that build
structured expertise
infrastructure fastest will
capture these relationships
for a decade. The remaining
mandates after Omnibus |
are fewer but larger.
Winning them requires
demonstrable methodology
and institutional capability,
not a staffing plan.

GRAIL

02 - PROFIT

What is your
cost per
engagement
hour versus the
BT
enabled firms?

A thirty to forty percent
efficiency gap is structural,
not cyclical. Every year the
gap widens as the networks
refine their platforms.
Competing on price against
a structurally lower cost
base erodes margin quarter
by quarter. The mid-market
profit answer is specialist
depth and client intimacy
that the networks cannot
replicate at scale.
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What is your
firm worth if
three senior
partners retire
next year?

Partner equity in a mid-
market firm depends on the
firm's ability to retain
clients and capability
through leadership
transitions. When CSRD
expertise lives in one
partner's head, that
partner's retirement is a
revenue event. Institutional
knowledge encoded into
methodology, training
systems, and engagement
intelligence survives the
transition and protects the
equity.



WHERE VALUE MOVES

Two columns. Every function in the
firm sorts itself between them.

The pattern is consistent across every function in a mid-market audit firm. Routine sampling, standard
compliance checklists, and boilerplate working papers are compressing toward commodity. The work
that appreciates is the work that requires judgment, client-specific context, and regulatory
interpretation that no platform can automate. The further a task sits from client-specific judgment, the
more pressure it faces.

DEPRECIATING APPRECIATING
Routine transaction sampling and reconciliation Judgment on material exceptions and risk
assessment

Standard compliance checklists and filing prep
Client-specific accounting history and context

Boilerplate working paper generation
CSRD materiality assessment and stakeholder

Regulatory update monitoring interpretation

Audit committee relationship and trusted advisor

Engagement status reporting and admin )
standing

Regulatory interpretation the published text does not
cover

Whichever column the managing partner trains the firm into over the next three years is the firm it
becomes. Junior professionals who spend three years on sampling build one capability. Junior
professionals who spend three years on judgment and client interaction build something entirely
different. The decision is not whether Al affects audit delivery. It is which side of the line the
leadership deliberately moves the firm toward.
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Two paths. Same technology. Opposite
outcomes.

The same Al technology, deployed into the same firm, produces opposite outcomes depending on
what the managing partner chooses to build.

THE DEFAULT PATH THE REPOSITIONING PATH

Wait for validated tools Build knowledge infrastructure now
Defer Al adoption until regulators approve Keep prescribed methodology intact. Build Al capability
audit-specific platforms. Fall further around it: expertise capture, CSRD methodology, client
behind on cost. intelligence.

Staff CSRD reactively Sprint on CSRD expertise

Hire when mandates arrive. No Build methodology now. Encode learnings from early
methodology. No institutional knowledge. engagements. Own mandates for a decade.

Accept graduate attrition Redesign junior work

Forty-one percent leave in three years. Al handles sampling and reconciliation. Juniors do
Replace. Repeat. Treat it as industry judgment and client work. Retention rises. Capability
normal. compounds.

Compete on price Compete on specialist depth

Match the networks on cost. Impossible Win on CSRD expertise, sector knowledge, client
structurally. Margin erodes. intimacy. Charge for what platforms cannot replicate.

Same technology. Opposite outcomes. The difference is whether the
managing partner treats Al as an IT project or as a knowledge
infrastructure decision.
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FOUR LEVERS

The growth levers that compound
when used together

Repositioning is not a single decision. It is four levers, each available to the firm right now, that
compound when pulled together. Used in isolation, any one produces a modest gain. Used together,
they build a competitive position the platform-enabled networks cannot easily replicate.

1 Build CSRD expertise as institutional infrastructure, not a staffing exercise

Sustainability assurance methodology, materiality frameworks, sector-specific disclosure
templates, lessons from early engagements. Encode them into systems that survive partner
transitions. The firms that do this capture the high-value mandates for a decade. The firms
that staff reactively will compete on price against networks that industrialized it two years
earlier.

2 Redesign junior work so the best people stay

Al handles transaction sampling, reconciliation, and routine testing. Junior professionals
spend their time on judgment calls, exception analysis, and client interaction. The work
becomes intellectually engaging. Retention improves. The capability the firm builds over three
years with stable teams is fundamentally different from what it builds with forty-one percent
annual turnover.

3 Capture client-specific context as a compounding asset

Every engagement cycle generates deep knowledge about the client's accounting judgments,
risk profile, regulatory exposure, and organizational dynamics. In most firms, this knowledge
lives in the engagement partner's head and partially in working papers. Structured capture
turns it into institutional intelligence that improves every subsequent engagement and
survives partner transitions.

4 Compete on specialist depth where the networks are spread thin

The Big Four win on platform efficiency and global reach. They will always win there. The mid-
market advantage is depth of relationship and specialist expertise in areas where the
networks are too broad to go deep. CSRD for specific sectors. Risk advisory for mid-market
governance. Industry-specific audit knowledge that a rotating Big Four team cannot match.
Build there.
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GRAIL - HOW WE THINK

Business first. Technology second.

GRAIL is an Al-native management consultancy. We help European mid-market leadership teams
figure out the one or two things that fundamentally change about their business as Al enters their
industry, and then build the capability to act on it before competitors do. For audit and assurance
specifically, GRAIL does not advise on audit methodology. We advise on how a mid-market firm
competes when the networks have platform advantages it cannot match, when CSRD is open for
eighteen months before the incumbents industrialize it, and when the talent pipeline is breaking. That
is a business strategy conversation above the compliance layer.

The market offers two things: vendor lock-in dressed as
transformation, and consulting reports dressed as strateqgy. GRAIL
delivers a third option: working Al capability that you own.

WHAT YOU GET WHY IT MATTERS

Senior advisory direct to the managing partner and Founded by operators, not technologists
practice heads

Business-first strategy, technology second
Working Al capability the firm owns from day one

Context architecture, change management, workflow

Custom agents built around your practice areas design
Outcomes in weeks, not quarters Results before you commit to scale
No lock-in at any phase of the engagement Each next step earned, never assumed
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Three sessions with your leadership
team. No IT project. Working tools
from week one.

GRAIL starts with the management team because organizational
transformation cannot outrun the leadership team's personal
understanding of what is possible. Three workshops. Each delivers

standalone value. Each earns the right to the next.

WORKSHOP 01 WORKSHOP 02 WORKSHOP 03

How to think Your Al team Competitive
edge

The strategic foundation. A half-day activation. Each

Where Al creates real value practice head receives a Refinement from real usage.

in audit and assurance and personal suite of five to ten Agents upgraded based on

where it is noise. The custom agents. CSRD how the team actually used

platform gap reality. The expertise builder. them. The CSRD practice

CSRD window. The talent Regulatory monitoring development roadmap. The

equation. Your leadership agent. Client intelligence talent retention strategy

team leaves with a shared synthesizer. Competitor linked to Al augmentation.

frame for the rest of the capability tracker. Working The knowledge

work, and the first working tools from week one, not infrastructure plan. The

agent built live in the room. slides about tools. reEERTERC NG o wien

comes next, earned by what
just shipped.

Three weeks. No IT project. No board approval needed to start. The sharpest
strategic conversation your leadership team will have this year, backed by
working tools they are already using.
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What to ask in your next partnership
meeting

The questions where the partners cannot agree on an answer are the ones worth a longer
conversation. Ask these honestly. The point is not the polished response. The point is whether the
answer would survive a significant client asking about it during the next audit committee meeting.

If a major client's audit committee asks next quarter why the firm does not use
Al-assisted audit tools like their previous auditor, what is the credible answer?

Houw is the firm building CSRD expertise right now: as a dedicated investment
with structured methodology, or as an opportunistic staffing exercise from the
existing pool?

What percentage of the firm's client-specific audit knowledge would survive if
the three most senior engagement partners retired this year?

If the graduate attrition rate stays at forty-one percent for three more years,
what does the firm's capability profile look like in 2029?

When a competitor mid-market firm announces an Al platform partnership next
month, what is the firm's response, and can the partners agree on it in one
meeting?

If any of these questions land somewhere uncomfortable, that is the

conversation worth having.

JOHAN GRONSTEDT - GRAIL - JOHAN@GRAIL.WORKS - GRAIL.WORKS
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IN THIS SERIES

There’s a version of this briefing for
every seat at the table.

GRAIL has produced industry briefings calibrated to the specific reality of each C-suite role.

» YOU ARE READING

CEO

Revenue. Margin.
Valuation.

Three numbers your board
reads. Al is rewriting all three
in your industry.

CHRO

Capacity. Capability.
Promise.

The biggest talent transition of
a career. Compete on
capacity, not headcount.

CFO

Capital. Forecast.
Story.

What you allocate this year is
the story your board reads
next year.

Hall

Moat. Speed.
Allocation.

The platform moat that
survives 2028 is being chosen
this year.

00

Cheaper. Better. Faster.

The triple threat that used to
be a tradeoff is now table
stakes.

HHI

Margin. Pace. Position.

The whole GTM playbook is
being rewritten in real time,
across every commercial team
at once.

Visit grail.works for the full series.

GRAIL

An Al-native management consultancy helping European mid-market leadership teams figure out what
fundamentally changes about their business as Al enters their industry.

www.grail.works



