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Structure of the Accounting/Auditing Profession 
The UK accountancy profession has been a pivotal part of the British financial reporting scene 
and has been powerful enough to influence the EU and continental reporting. The profession 
is a vital part of the financial reporting framework and reporting process. Though the power 
has been transferred to the FRC, the Big Four and the accountancy bodies are an 
enormously powerful pressure group with a large amount of political and economic clout. 
They are an integral part of the financial reporting in the UK and now the EU. In the US the 
only equivalent body that has as much power as a whole would be the American National 
Rifle Association which has prevented gun controls from being implemented despite 
frequent non-terrorist massacres.  

There are a number of professional bodies1. The main ones are|: 

ICAEW, ICAS, CAI  
Institute of Chartered Accountants in Ireland (ICAI/ CAI), Institute of Chartered Accountants 
in England and Wales (ICAEW) and Institute of Chartered Accountants of Scotland (ICAS) 
are the regional divisions of Chartered Accountants. They are generally considered to be the 
top professional body for accountants and their members are called chartered accountants. 
Statutory audits and tax audits can be done only by chartered accountants holding valid 
certificates of practice – but see below. 
/ 
Other professional bodies 
The Association of Chartered Certified Accountants (ACCA), often called certified 
accountants, their members are also allowed to undertake some audits but not those mentioned 
above for chartered accountants. To have audit ability an ACCA member would either have to 
take an additional ICAEW exam or an ACCA audit qualification. Accountants who can 
undertake audits are either chartered or have the ACCA audit qualification.  

Chartered Institute of Public Finance and Accountancy (CIPFA), Chartered Institute of 
Management Accountants (CIMA), and the Association of Accounting Technicians (AAT).. 
CIPFA is for accountants in government and local government and public entities. CIMA is 
generally recognised as the association for accountants of industry specialising in management 
accounting – often called cost and management accountants. The AIA is the Association of 
International Accountants and is not usually part of the top six accounting institutions. The 
AAT require fewer qualifications than some of the others. 

/1 For an excellent review see this FRC document. Financial Reporting Council, 2017, ‘Key 
facts and trends in the accountancy profession’, Financial Reporting Council, July 2017. 
Available at:  
https://www.frc.org.uk/auditors/professional-oversight/key-facts-and-trends-in-the-
accountancy-profession 
Accessed August 2017. 
It is updated yearly so search for the latest one (normally at the top).  
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Number of accountants 
The three chartered bodies (ICAEW = England & Wales, ICAS = Scotland and CAI = Republic 
of Ireland) are the largest combined body. See Table 2.1 by the ACCA (Certified accountants) 
and CIMA (management accountants).  

 
Table 2.1 Number of accountants Members & Students 

 Members 
in 2017 
in UK & 
Ireland 

Member 
Growth 
2012-
2017 

Students 
in UK 
& 
Ireland 
2017 

Members 
world-
wide 
2017 

Students 
world-
wide 
2017 

Students 
who 
became 
members 
in 2017 

ACCA 94,622 4.3% 82,124 204,336 405,376 15,533 
CIMA 82,587 3.2% 48,253 109,415 125,380 5,147 
CIPFA 12,630 -2.4% 1,857 13,735 4,254 112 
ICAEW 126,560 1.2% 20,945 149,298 25,822 3,403 
CAI 23,905 5.3% 6,655 26,562 6,334 1,159 
ICAS 18,528 2.3% 3,837 21,503 3,735 585 
AIA 1,292 -6.2% 127 7,166 5,244 12 
 360,124 2.6% 163,809 532,015 589,946 25,945 

Source: Key Facts and Trends in the Accountancy profession, Financial Reporting Council, 
July 2018, pp 4-7. 
 
The FRC has disciplinary powers over the top six bodies but not the IAT. The FRC can 
discipline members of those six bodies if they are involved in the firm or organisation 
producing accounts or financial statements. The FRC’s powers to discipline auditors were 
further enhanced in 2015/2016. The changes make it easier for the FRC to bring about 
enforcement action for auditors – they now only need to prove breach of a rule rather than 
behaviour amounting to misconduct. The balance is however uneven in that so far as the FRC 
is concerned they have to prove misconduct against the board of directors – those with  
accounting qualifications - in the entity being audited to impose sanctions on individuals in the 
board/management. One accountant helps to explain this grievance: 

I think the statutory change in the FRC audit enforcement regime for PIEs introduced 
recently is going to bring about more regulatory criticism. The changes make it easier 
for the FRC to bring about enforcement action against auditors – they now only need 
to prove breach of a rule rather than behaviour amounting to misconduct. The balance 
is however lop-sided in that so far as the FRC is concerned they have to prove 
misconduct against accountants directors on the board of the company being edited 
involved in the same matter.  
 

So in addition to FRC sanctions against preparers of reports who are qualified accountants, 
sanctions against directors (in companies who prepare reports) are shown below. This is usually 
in the form of director disqualification for a period of years are:  

a) The Directors Disqualification regime to deal with them and BIS [the department of 
Business – currently BEIS] does not use it very often but the FRC has signalled that it 
desires to operate against the preparers of reports. These are rare. 
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b) More commonly it is Insolvency Service which secures the Directors Disqualification. 
This was 1,214 in 2016/2017 and 1,231 for 2017/20182. Company insolvencies have 
been on a generally decreasing trend since 2013 but are now more or less flat. The 
largest element of the disqualifications obtained by the Insolvency Service relate to 
non-payment of tax or VAT. Cases referred to the Insolvency Service by the Home 
Office in respect of immigration enforcement were small but increasing. 

c) The FCA can also discipline for market abuse – such as attempts to manipulate the 
share price. 

 
The register of director disqualifications goes back to the 1940’s, and has many tens of 
thousands of people disqualified from being a director3. Some of these disqualifications are for 
https://www.druces.com/2106-
2/https://www.whatdotheyknow.com/request/director_disqualification_statis_2 are for smaller 
entities which do not have a direct accounting and therefore audit consequence. And many may 
have nothing to do with financial reporting.   
  
Scale of the Industry 
The total UK market for accounting firms is probably greater than £15 billion plus all the 
smaller firms. Of that £15 billion most of it is for advisory, tax, accounting, and consulting – 
particular financial services and report preparation.  
 
Let us put this in context.  Table 2.2 summarises the size and scale of accountancy, auditing 
and consulting industry by the top 100 accountancy firms4. The number of partners in the Big 
Four is increasing as are some of the mid-tier firms. But the bottom 75 are decreasing due to 

                                                 
2 See this Government website on the Insolvency Service outcomes. 
GOV.UK: Insolvency Service Enforcement Outcomes: 2017/18, April 2018. 
Available at: 
https://www.gov.uk/government/statistics/insolvency-service-enforcement-outcomes-201718 
Accessed July 2018. 
Financial Reporting Council, 2017, ‘Key facts and trends in the accountancy profession’, 
Financial Reporting Council, July 2017. 
Available at:  
https://www.frc.org.uk/getattachment/77fc8390-d0d1-4bfe-9938-8965ff72b1b2/Key-Facts-
and-Trends-2017.pdf 
Accessed in March 2018. 
3 This can be accessed from this site. 
GOV.UK: Register of disqualifications. 
Available at: 
https://beta.companieshouse.gov.uk/register-of-disqualifications/A 
Accessed July 2018. 
4 The size and scale of accountancy, auditing and consulting industry by the top 75 firms 
courtesy of the annual Accountancy Magazine survey. ‘Top 75 Firms survey 2018: seventh 
consecutive year of market growth’, Accountancy Magazine, 2018, Accountancy 
Daily/Magazine, 1 February 2018.   
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1) Static or reducing in size 
2) Merging and being bought out at an increasing rate either through the retirement of the 

older partners or through a good price, or recognition of the inability to grow the 
business. 

3) Some may close down though this probably applies to the smaller or one practitioner 
firm. 

4) The fee per partner seems large at close to £3m. But that excludes all the costs and 
overheads. After allowing for all charges that probably leaves somewhere close to 
between £0.5m to £1m salary for the Big Four (higher for the top partners), and about 
half that or less for the smaller companies. Deloitte’s has the highest salary5 (close to 
£1m per partner on average), followed by EY, PwC with KPMG the lowest at over 
£0.6m6.  
 

The Big Four firms currently audit 341 of the 350 largest companies in the UK and think this 
will increase to 350 (i.e. 100%) by 2025 to 2030, other things being equal.  
 
  

                                                 
Available at: 
https://www.accountancydaily.co/top-75-firms-survey-2018-seventh-consecutive-year-
market-growth 
Accessed July 2018. 
Also see this survey: 
Accountancy Age, Top 50+50 Accountancy Firms 2017, Accountancy Age, October 2017. 
Available at: 
https://www.accountancyage.com/rankings/top-5050-accountancy-firms-2017/ 
Accessed July 2018. 
Both may be updated annually. 
5 But this may be because the definition of profit is different. 
6 Derived from Companies’ House, their annual reports, and our own collected data. 
Companies house data is available at: 
https://beta.companieshouse.gov.uk/ 
Accessed July 2018. 
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Table 2.2 Fee income and profitability of the Top 100 Accountancy and Auditing firms 
 Fee Income £m Pre-Tax Profits £m 
     2016     2015 %   2016   2015 %  
Top 75 £13,042 £11,900 9.6% £2,749 £2,678 2.6% 
Residual 25      £134      £121 10.1%       £8       £7 12.7% 
Top 100 £13,176 £12,022 9.6% £2,757 £2,686 2.6% 
       
 Number of Partners Fees per Partner £000 
    2016    2015 %    2016   2015 %  
Top 75   4,584    4,836 -5.2% £2,845 £2,461 15.6% 
Residual 25      175       175 0.0%    £763    £693 10.1% 
Top 100   4,759    5,011 -5.0% £2,769 £2,399 15.4% 

 
Note: This is an approximation because there are measurement errors and some different 
definitions.  
 
Table 2.3 details the number of registered audit firms for each of the Recognised Supervisory 
Bodies (RSBs) [i.e. the accounting bodies] split by the number of principals at each firm, as at 
31 December for each of the three years to 31 December 2016. So ll of the larger firms with 
more than 50 partners are 16 firms with the ICAEW (English and Wales chartered accounts); 
3 and 2 for the Irish and Scottish equivalents. ACCA has no firms with 50 or more partners. .  
 
[Table 2.3 near here] 
 

                                            Table 2.3 Fee income by market listing and by type in 2015/2016/2017 
Market Audit 

fees 
16/17 

Audit 
Related 
fees 
16/17 

Non 
audit 
fees 
16/17 

Total 
Fees 
16/17 

Audit 
fees 
15/16 

Audit 
Related 
fees 
15/16 

Non 
audit 
fees 
15/16 

Total 
Fees 
15/16 

 £m £m £m £m £m £m £m £m 
FTSE 100 £637 £86 £174 £896 £599 £86 £173 £858
FTSE 250 £194 £15 £76 £284 £181 £14 £91 £287
FTSE 350 = 100 + 250 £830 £101 £249 £1,180 £781 £101 £264 £1,145
    
AIM 100 £20 n/a £12 £33 £20 n/a £9 £29
    
FTSE 350 + AIM 100 £850 £101  £262 £1,213 £801 £101 £273 £1,174

 
Note: This is an approximation because there are measurement errors and some different 
definitions.  
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Source: The size and scale of accountancy, auditing and consulting industry by the top 75 firms 
courtesy of the annual Accountancy magazine survey7. We have grossed this up to the top 100 
firms, augmented with data from Accountancy Age. 
 
 
EU Changes to Auditing 
The EU implemented a number of changes which are now part of UK law and are unlikely to 
be rolled back – in fact they may be further enhanced or tightened. Any new EU regulations 
and directives are likely to be adopted by the UK just for ease of the largest companies being 
able to raise finance and operate in the EU. (Or equivalence, aligned or converged in some way 
– EU regulations are not going to disappear. we feel). 
 
EU laws are contained in two devices. Regulations have binding legal force throughout every 
member state and enter into force on a set date in all the member states. Directives lay down 
certain results that must be achieved but each member state is free to decide how to transpose 
directives into national laws (for example time period for auditor rotation). The new European 
Audit Regulation and Directive (ARD) has resulted in changes to auditor independence 
requirements. 
 
The Audit Directive and Regulation is part of EU law and came into force in June 2014. The 
Regulation applied from 16 June 2016, which was also the deadline for implementation of the 
Directive by member states. The Directive makes amendments to the previous Audit Directive 
2006/43/EC, while the Regulation (the first to apply to statutory audit) is directly applicable.  
 
The directive contains a series of requirements governing every statutory audit in the EU. It  
amends the existing UK law and is updated regularly by the FRC. The regulation contains a 
series of additional requirements that have received much attention but relate only to the 
statutory audits of public interest entities (PIEs). These additional requirements include 
mandatory firm rotation (MFR) and prohibited non-audit services (NAS). 
 
It is estimated that there are approximately 350,000 companies in the EU that are currently 
required to have a statutory audit. Of these, approximately 40,000 are thought to fall within the 
PIE definition and will need to comply with the additional requirements. 
 
Rotation 
Rotation of the firm: all PIEs which are listed companies plus credit institutions (e.g. banks), 
insurance companies and others.  
Rotation of the team:  

 Engagement partner cannot serve for more than five years, and then has to have a five-
year gap. 

 Other senior audit staff cannot period longer than seven years and then has to have a 
five-year gap. 

                                                 
7 The size and scale of accountancy, auditing and consulting industry by the top 75 firms 
courtesy of the annual Accountancy magazine survey. We have grossed this up to the top 100 
firms, augmenting with data from Accountancy Age, and other industry information. 
Op. Cit. Accountancy Magazine, 2018 
Available at: 
 https://www.accountancydaily.co/exclusive-download-ftse-350-aim-100-auditors-survey 
Accessed July 2018. 
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Non-audit services (NAS) fee limits for PIE audits.  
This rule is that group NAS fees may not exceed 70% of the average of group statutory audit 
fees over the previous three years. As application does not use retrospective data, this provision 
therefore does not apply until three years of audit fee data post June 2016 are available. 
 
Non-audit services prohibitions for PIE audits to the entities they audit 
This rule is particularly restricting. The regulation includes a new list of prohibited activities 
for PIE audits: the so-called blacklist of work. In general terms, this covers broadly similar 
types of activities to those covered in current independence requirements but has a wider scope 
and fewer exceptions. Of course, there are some grey areas. Preparation of the annual report 
seems permissible though some areas of that report such as risk assessment may be more of a 
grey area. But we found that there was appropriate help given to companies in some instances 
in many grey areas. 
 
Examples of what is prohibited in the blacklist are given in Box 2.1.   
 
 
Box 2.1 The Blacklist - Prohibited Non-audit Services for Public Interest Entities 
 Management – any service that involves management or decision-making including 

structuring the organisation design and cost control; 
 Book-keeping and preparing accounting records and financial statements and payroll 
 Valuation – all valuation services; 
 Shares – all services in relation to promoting, dealing or underwriting shares; 
 Legal – all legal services; 
 HR – all human resources services; 
 Designing and implementing internal control or risk management procedures related to 

the preparation and/or control of financial information or designing and implementing 
financial information technology systems; 

 Tax – current requirements prohibit various types of tax service: the new ones cover 
substantially all tax work unless it has no material effect on the financial statements being 
audited – includes all tax work, customs work, and state aid or subsidies;  

 Finance – all services linked to the financing, capital structure and allocation, and 
investment strategy of the audited entity, except providing assurance services in relation 
to the financial statements, such as the issuing of comfort letters in connection with 
prospectuses issued by the audited entity; 

 Cash – the prohibition on being involved in management activities now specifically 
includes working capital and cash management and providing financial information;  

 Internal controls – the provision of design and implementation of internal control over 
financial information and systems is now prohibited in the 12 months before appointment 
as auditors, as well as during the period of appointment;  

 Other – there is a virtually complete prohibition on several other activities where there 
are currently a number of caveats and exceptions, including internal audit and corporate 
finance.  
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Auditing firms and their workload 
Next in Table 2.4 we show the number of partners, number of  public interest entity (PIE) firms 
audited. A public interest entity is defined as an entity that is listed on an EU regulated share 
market. This includes all credit institutions, all insurance undertakings and undertakings that 
are of significant public reliance because of the nature of their business, their size or number 
of employees.  The BIG four dominate whilst the two mid-tier firms of BDO (Binder Dijker 
Otte) and GT (Grant Thornton) are significant. RSM, though large comes from a different set 
of cultural backgrounds and mergers and is slightly different. .That is why the FRC talk about 
the Big Six meaning the Big Four plus BDO and GT. RSM seems to be excluded in the FRC’s 
discussion – perhaps because of capability or the reasons given above. . We have called all 
firms smaller than the three mid-tier firms, the third tier. In reality and not shown there are 
about dozen plus firms that are small but significant. Merger and takeover activity is rife 
though. Below the third-tier several thousand smaller firms often with one or two partners. 
 

Table 2.4 Number of audit firms for each of the accounting bodies 
split by the number of principals at each firm 2017 

 No of 
firms in 

2016 

No of principals/partners per firm 
       1 2-6 7-

10 
11-
50 

50+ 

ACCA 1,719 1,137 566 11 5 0 
ICAEW 2,948 1,136 1,562 142 92 16 
CAI 810 404 382 12 10 2 
ICAS 183 56 108 9 8 2 
 5,660 2,733 2,618 174 115 20 

Source: Key Facts and Trends in the Accountancy profession, Financial reporting Council, 
July 2018, p. 25. 
 
 
Big Four accountants audited all but nine of the companies listed on the FTSE 350. Table 2.4  
is based on FRC information plus the annual accounts – sometimes gleaned from Companies 
House as the relevant piece of data is not always available on their websites, or in their 
published annual reports8. This table shows the dominance of non-audit client work.  It appears 
that the Big Four try to muddy the waters by using different definitions and adjustments. Once 
you examine the Big Four it is much more difficult to ascertain their breakdown by segment as 
their definitions different – even that of audit. Is it just the statutory audit or is it audit plus 
appropriate audit add-ons.  
 
For the smaller firms in the top 20 shown in Table 2.5, the size of their audit fees is much 
smaller. Accountancy work (keeping their accounts, preparing their accounts, bookkeeping and 
payroll) are much larger. The share of non-audit work as a percentage of audit fee income has 
fallen over time.  There is much merger activity among the third-tier firms. There are another 
25 firms with 1 or a handful of PIE audits. Some of these smaller third-tier firms are sole 
proprietorship with just 1 partner. Many have opted to join an international network branded 
as Nexia International which includes all the Smith and Williamson firms, Saffery Champness 
and other firms. IAPA is another network of partnerships which includes firms such as Price 

                                                 
8 Normally two reports which are often called by various names including: insight, 
transparency, financial statement or annual report – normally two reports for the larger firms 
but neither contain anything like the full information. Even the reports deposited in 
Companies House are deficient in our view.  
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Bailey and others. Next come Praxity which includes Mazars and other firms. These three 
networks of firms (Nexia, IAPA and Praxity) are between had to three-quarters the size of BDO 
or GT and are therefore becoming significant as they expand to encompass other small firms. 
Our best guess is that by 2025 the next 20 or so firms will mostly join one of these networks. 
However, their share of the FTSE 350 or PIEs are likely to small or negligible after the next 
round of rotation. 
 

       
Table 2.5 Top firms by partners, audits and fee income (2017) 

(Deloitte is the third largest but in the table below their geographical area is defined as smaller) 
Category Firm No of 

Partners 
No of 

PIE 
firms 

audited 
 

Fee 
income: 

audit 
£m 

Fee 
income: 

non-
audit 

work to 
Audit 

clients 
£m 

Fee 
income: 

non-
audit 

clients 
£m 

Total 
Fee 

income 
£m 

Audit 
as a % 
of total 
income 

Non-
audit 

as a % 
of 

Audit 
fees  

(audit 
clients) 

No of 
employees 

 

Big Four PwC 953 533 676 351 1,975 3,002 23% 52% 21,864 
 KPMG 597 464 548 221 1,403 2,172 25% 40% 13,112 
 EY 683 287 442 229 1,677 2,348 19% 52% 13,756 
 Deloitte (geo area changed) 719 337 418 214 2,309 2,941 14% 51% 16,732   
Mid-Tier BDO 249 100 151 68 237 456 33% 45%  3,475 
 GT 190 69 133 55 312 500 27% 41% 4,629 
 RSM 346 20 74 47 198 319 23% 64% 3,500 
Third-Tier Mazars 135 33 47 21 106 174 27% 45% 1,739 
 Crowe UK 73 5 29 10 31 70 41% 34% 600+ 
 Moore Stephens 88 23 24 9 87 120 20% 38% 540+ 
 Nexia 127 3 15 N/A 58 73 21% N/A 1,700 

Source: FRC plus annual accounts and other data, Key Facts and Trends in the Accountancy profession, Financial 
reporting Council, July 2018. p. 39 among others. 
 
 

 
Big Four business segments  
All the Big Four divide up their earnings in a different way. KPMG do not include recoverable 
expenses from clients. Assurance can include risk management and accountancy work. The 
only constant is tax (but definitions may vary). For PwC, deals probably means merger activity 
plus transactions in selling parts of a company in administration. For KPMG, deal advisory in 
common parlance means advice given when you buy, sell, partner, fund or fix a business, or 
more formally, corporate finance, restructuring or transaction (i.e. buy/sell/merge) services. 
KPMG are the most open and this is further discussed in. Chapter 7 when we examine splitting 
the Big Four. See Table 2.6. 
 
Audit work, strictly defined as statutory audit work, is probably only between 20% to 25% of 
total fee income for the Big Four, although audit related work (audit add-ons) can swell this to 
up to 30% or 33%. But think 25% on average. 
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Table 2.6 Accountancy Magazine’s top 20 in Audit/Accountancy and Tax 

Firm Audi
t 
2016 
£m 

Accou
n-ting 
2016 
£m 

Assuran
ce (audit 
& acc) 
2016 £m 

Audi
t 
2015
£m 

Accou
n-ting 
2015 
£m 

Assuran
ce (audit 
& acc) 
2015 £m 

Tax 
2016 
£m 

Tax 
2015 
£m 

RSM3 70 45.0 115 70 45.0 115 74 73
Moore Stephens 73 26.7 100 70 20.5 90 35 27
Mazars 49 16.8 65 46 13.7 60 33 29
PKF UKI 29 27.1 56 22 16.0 38 31 20
Crowe UK 27 9.2 37 25 8.6 34 16 15
Haines Watts 11 22.1 33 10 18.5 29 22 22
UHY Hacker Y 11 18.8 30 10 17.0 27 12 11
MHA Macintyre 
H 

20 7.5 28 18 6.4 25 14 14

Smith & 
Williamson 

26 n/a 26 23 n/a 23 39 40

Wilkins 
Kennedy 

9 14.2 23 8 13.0 21 n/a n/a

SJD 
Accountancy 

0 22.9 23 0 21.6 22 n/a n/a

Saffery 
Champness 

12 9.9 22 11 9.1 21 20 18

Kingston Smith 13 7.4 20 12 7.3 19 n/a n/a
Menzies 7 8.2 15 7 7.4 14 10 9
Others    46 45
Top 20 3,83

0 
236 4,066 3,50

4
204 3,708 3,11

7 
2,86

0
          Source: Accountancy  https://www.accountancydaily.co/top-uk-firms  

 
 
Clarification of audit fee income 
Table 2.7 illustrates the split by segment of audit and non-audit work. The clearest statements 
of revenues divided by segment and audit and non-audit clients was provided by EY in their 
2016 accounts (although they chose to give considerably less information in their 2017 
accounts). There is advisory, tax and transaction work9 undertaken for all the clients and is 
about 55% of audit fees. Interestingly some assurance work (there is a slight different from 
audit work – discussed later) is undertaken for non-audit clients. The total split between 
assurance versus consultancy (i.e. non-audit work) is 31% for assurance work – 20% if you 
exclude non-audit clients – and 69% for consultancy work (80% if you exclude non-audit 
clients assurance work, which is probably fair).  Taking audit clients and looking at add-ons 
for all services this is the 31% above – extracting from what might be described as true 

                                                 
9 See EY for their definitions:   
EY, 2018, Transaction Advisory Services, 
EY definitions can be found on their website available at: 
https://www.ey.com/uk/en/services. 
Accessed June 2018. 
See their site map by hovering over the services menu option. 
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consultancy and only examining audit plus audit add-ons gives us (our estimates) around 25% 
of total fee income.   
 

Table 2.7 Big Four segment analysis from their accounts 
PWC in £m 2017 2016 17/16 %  
Assurance 1,296 1,241 4%   
Consulting 772 720 7%   
Deals 649 654 -1%   
Tax 881 822 7%   
 3,598 3,437 5%   
Non-audit clients 2,356 2,245 5%   
Audit from audit clients 817 746 10%   
Non-audit from audit clients 425 446 -5%   
 3,598 3,437 4%   

Deloitte in £m 2017 2016 2015 17/16 % 16/15 %
Audit & Risk advisory 932 824 708 13% 16% 
Tax 691 654 590 6% 11% 
Consulting 859 756 687 14% 10% 
Financial Advisory 459 471 423 -3% 11% 
Switzerland 439 335 267 31% 25% 
 3,380 3,040 2675   
KPMG in £m 2017 2016 17/16 %   
Audit 495 451 10%   
Deal Advisory 372 386 -4%   
Risk Consulting 254 273 -7%   
Tax 425 410 4%   
Management Consulting 285 257 11%   
Other 18 -7 -357%   
Recoverable expenses 323 298 8%   
 2,172 2,068 5%   
EY in £m 2017 2016 2015 17/16 % 16/15 % 
Assurance 689 619 585 11% 6% 
Advisory 629 606 584 4% 4% 
Tax 634 584 517 9% 13% 
Transaction Advisory 396 344 324 15% 6% 
 2,348 2,150 2,010 9% 7% 

 
 
Of course, assurance, can include a wider definition than a purely statutory audit, some non-
blacklisted tax work and advisory work. Consultancy services would be expected to be greater 
for non-audit clients. We presume that much of this is providing financial services, 
restructuring, IT/web/analytics series and M&A. What is surprising is the tax figures. In theory, 
these are blacklisted for audit clients. So, the tax could include audit clients that are not part of 
the PIE (i.e. listed companies).  Here is a useful rule of thumb: 
Audit fees = statuary audit fees plus audit add-on fees 
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Rotation and tendering for PIE audits  
ARD also introduced mandatory audit firm rotation so that PIEs have to appoint a new firm of 
auditors every 10 years. The UK has taken up a member state option to extend this maximum 
period to 20 years provided the audit is subject to a public tendering carried out at least every 10 
years. However, because of partner rotation and other considerations, in practice, this is less 
than 10 years – may be 7 years or so (and 5 years for Portugal).  
 
An example of the sort of complications this can cause was Unilever in 2013. Under Anglo-
Dutch listing rules Unilever was forced to replace PwC (audit fee in 2012 was €21m) as its 
auditor. KPMG won the bid (audit fee in 2016 €15m). EY did not pitch for the audit work 
because it was already a strategic supplier to the business. We consider how the tendering 
process works in Chapter 4. See Table 2.8 for examples of some PwC audits which changed 
hands under or triggered by the mandatory rotation rule. 
 
 
   Table 2.8 EY segments10 by audit and non-audit clients in £m 
 
Assurance 

 2016 2015 % 
change

 Audit clients 432 407 6%
 Non-audit clients 187 178 5%
  619 585 6%
Advisory  
 Audit clients 34 26 31%
 Non-audit clients 572 558 3%
  606 584 4%
Tax  
 Audit clients 145 139 4%
 Non-audit clients 436 378 15%
  581 517 12%
Transaction  
 Audit clients 59 65 -9%
 Non-audit clients 285 259 10%
  344 324 6%
Total  2,150 2,010 7%

 
 
 
 
There are some short run effects - PwC was a loser in the FTSE 100 but a winner in the FTSE 
350. Whatever the short term switches, as rotation starts to take effect, and assuming that the 
20-year rule means that a firm has to change, then it is a mathematical certainty that the number 
of FTSE 350 audits will become more equal across all the Big Four. No one firm will be able 
to dominate and the scope and quality of the audits appear to be equivalent (despite what the 
firms may say).  
 

                                                 
10 See EY for their definitions:  https://www.ey.com/uk/en/services 
See their site map by hovering over the services menu option. 



Focus: Audit Market    Chapter 2 The Accounting and Auditing profession 

Page 13 
 

However, PwC has also inherited some FTSE 100 clients so when you forecast audit fees as 
they will be in 2018/2019, PwC’s loss is not as great as demonstrated in Table 2.911. 
 

Table 2.9 Example of companies switching auditors 
 Old 

auditor
New 
auditor

Current audit & 
audit related 
fees £m 

Barclays PwC KPMG 44 
BT PwC KPMG 12 
GlaxoSmithKline PwC Deloitte 27 
National Grid PwC Deloitte 20 
Royal Dutch Shell PwC EY 38 

 
 
The forecasts show a lessening of the peaks among firms but PwC still dominates within this 
timeframe, although we expect this to gradually diminish over time. However, we believe PwC 
will still rank as the firm with the largest number of FTSE 100 audit clients. Long-term we 
assume that the cost of tendering will lead to BDO withdrawing from the FTSE 100 tendering 
process as GT announced in 2018. 
 

Table 2.10  Share of FTSE 100 Market by Big Four Forecast12 
 2019/ 

2020 
 2016/ 

2017
2018/ 
2019

2016/ 
2017 

 

 Number 
forecast 

Share 
% 

Number Share 
% 

Audit 
fee £m  
forecast

Share 
% 

Audit 
fee 
£m 

Share 
% 

BDO 1 1% 1 1% 1 0% 1 0% 
Deloitte 23 23% 21 21% 202 27% 90 14% 
EY 17 17% 17 17% 140 19% 136 21% 
KPMG 27 27% 24 24% 182 24% 113 18% 
PwC 32 32% 37 37% 226 30% 297 47% 
 100 100% 100 100% 751 100% 637 100% 

 
 
 
 
 
 

                                                 
11 Sources include Accountancy Magazine, Accountancy Daily, Accountancy Age, Financial 
Reporting Council, data from individuals and firms, and the authors own data and estimates, 
including a forecast simulation model. Forecasts are available to 2035.  

12 Sources include Accountancy Magazine, Accountancy Daily, Accountancy age, Financial 
Reputing Council, Companies House, and the authors own data and estimates, including a 
forecast simulation model. Forecasts are available to 2035.  


