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KPMG actions 
KPMG in 2018 had the poorest of reputations, and they jumped first leading to no non-audit 
work for audit clients. This is new and goes beyond the 70% cap. However it forces the 
displaced consultancy (non-audit work) to the 3 other of the Big Four firms. Consequently 
raising an even greater pressure on the ‘insufficient number of firms’ issue. 

As the BBC reported1: 
The firm's chairman said the move was to "remove even the perception of a possible 
conflict" of interest. 

This was after the FRC said KMPG's audits in particular had shown ‘an unacceptable 
deterioration’. 

KPMG ostensibly said that its strategy of audit-only work was about removing conflict. The 
same BBC report said: 

In a leaked memo to partners from KPMG chairman Bill Michael, he said the company 
was "working towards" stopping non-audit work for FTSE 350 clients if it was also 
auditing them. 
He said there continued to be a "significant commentary around the extent to which the 
provision by the auditor of non-audit services to listed companies creates a conflict of 
interest or perception of such". 
"However, to remove even the perception of a possible conflict, we are currently 
working towards discontinuing the provision of non-audit services (other than those 
closely related to the audit) to the FTSE 350 companies we audit." 

Deloitte 
Deloitte has not responded to a ban on non-audit work thought it was reported in the same 
BBC article that: 

Deloitte has shared its response to the CMA's investigation, including its own set of 
remedy proposals. These include "a ban on non-audit services provided to FTSE350 
and large unlisted public interest entity audit clients". 

Deloitte went on to attack the audit-only approach as creating problems of no access to 
appropriate specialists2.  

1 BBC, 2018, KPMG stops consultancy for audit clients, BBC, 9 November 2019, 
Available at: 
 https://www.bbc.co.uk/news/business-46145219 
Accessed November 2018 
2 Touche, W., Audit only firms – what will this mean in practice?, undated but suspect this 
was late 2018. 
Available at: 
https://www2.deloitte.com/uk/en/pages/audit/articles/audit-only-firms.html 
Accessed February 2019 
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Of course the CMA report3 dismissed this claim and thought that these claims were overstated.  
 
PwC and EY 
Now the venue for PwC and EY to follow KPMG’s lead was rather peculiar. Senior 
representatives form EY and PwC have committed. So it seems, to follow KPMG’s lead and 
ban the provision of consultancy services to UK clients they audit.  
 

The commitments to end the practice were made during the Business, Energy and 
Industrial Strategy Committee inquiry on the ‘future of audit’, which was called in 
response to the collapse of Carillion last year. Suggestions made by the UK’s Financial 
Reporting Council (FRC) that it was considering banning the activity may have 
encouraged the firms to act voluntarily4.  
 

See other articles on this which said5. 
PwC and EY told a panel of British lawmakers they would mirror a change already 
underway at another Big Four firm, KPMG, in a bid to end a “perception” of conflict 
between selling audit and consulting work to the same customer.  
Consulting is better paid than audit work, raising concerns that an accountant won’t 
challenge a company’s management properly regarding an audit for fear of losing more 
lucrative advisory work.  

 
A word of caution 
Whilst KPMG had to do something to regain confidence of its clients and the public after what 
has been reported as a ‘disastrous’ year for the firm in 2018, PwC and EY were not so keen on 
audit-only work for their clients in their submissions to the CMA6. Even KPMG claim they 

                                                 
3 Government press release. 18 December 2018, CMA proposes reforms to improve 
competition in audit sector: Improvements to the independence and the quality of audits are 
the focus of the CMA’s market study update.  
Available at: https://www.gov.uk/government/news/cma-proposes-reforms-to-improve-
competition-in-audit-sector 
Accessed December 2018. 
4 Environment Analyst, 2019, Three of the Big Four ban consulting to audit clients, 5 
February 2019. 
Available  at: 
https://environment-analyst.com/74099/three-of-the-big-four-ban-consulting-to-audit-clients 
Accessed February 2019 
5 Jones, H., PwC, EY join KPMG in banning consulting for audit customers, Reuters, 30 
January 2019 
Available  at: 
https://www.reuters.com/article/us-britain-accounts/pwc-ey-join-kpmg-in-banning-
consulting-for-audit-customers-idUSKCN1PO1RC 
Accessed February 2019 
6 Doherty, R., 2019, PwC replaces KPMG as number one auditor, Economia, 4 March, 2019 
Available  at: 
https://economia.icaew.com/news/march-2019/pwc-replaces-kpmg-as-number-one-auditor 
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were just working towards stopping non-audit work. Working towards is vague. It could e years 
before competed. That said we think that KPMG will do this. There are many public statements. 
 
Less clear are the actual intentions and timescales for PwC and EY. The only statements that 
have been made are the verbal ones before the select committee. Nothing has been done to 
follow up these statements. We doubt that PwC or EY can go back on these statements. But 
they might restrict this to just the largest clients (say the FTSE 100) or delay implementation 
until audit rotation times which might take 15 years or so to achieve. 
 
So a word of caution has to be made about the implantation for PwC and EY of the audit-only 
strategy. 
Some of the professional investors have said anonymously to us that with all the reviews and 
reports about the audit market that such statements may just get lost i the fog and chaos of the 
plethora of proposals and their implementation by the CMA, Kingman, Brydon and other 
reviews and reports on restructuring of the audit market. 
 
Insufficient numbers problem 
The current non-audit work (within the 70% cap) conducted for clients by KPMG, EY and 
PwC will need to be displaced. Some of this displaced non-audit work may go to the mid-tier 
or Challenger firms. However, most of it will be transferred to the other Big Three providing 
there is no insurmountable conflict of interest problem.  
 
However, because there is no consultancy work for all their audit only clients, that consultancy 
work has to be distributed between other firms. So the loading of consultancy work on the other 
three of the Big Four, will make it more difficult to tender for work. Most of the FTSE 100 
firms will be using at least one if not two of the Big Four for consultancy. So, the likelihood is 
that of the remaining three out of the Big Four, at least two will have some consultancy work. 
So to tender for one of these audit-only clients means that the tendering firm will have to give 
up some consultancy or be the lucky single firm that is free of any consultancy work for that 
client. Either way the choice is reduced. 
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