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Foreword
Welcome to the RSM UK Audit LLP 2017 Transparency Report.
We are delighted that RSM is now operating as a ‘unified, global brand’, ensuring clients
benefit from shared knowledge and best practice wherever they do business as well as
being able to rely on quality local experience and understanding.
The network has seen an increasing number of international, dynamic, middle market businesses choosing to
work with RSM. We reported a 7.6% global fee income growth for the year ended 31 December 2016 with total fee
income increasing to $4.87bn.
Our investment in our team continues with a record 350 trainees joining the firm in August, promotion of 13
new partners around the UK on 1 April 2017, five of which were in our audit business, and the expansion
of our total staff complement by 10%. In addition, in January 2017, we were joined by RSM Northern
Ireland, headquartered in Belfast.
Our people have a real passion for charitable activities, with many involved in the firm’s commitment to
corporate responsibility and also supporting causes that have personal meaning. We implement a
fund-matching scheme which means individuals can offer more to their chosen charities.
Offices organise activity to support projects within the local community. Last year we became a
headline Diamond Partner of the Duke of Edinburgh award during its 60th anniversary year. We have been
involved with the Duke of Edinburgh award for over a decade and this added commitment inspired some
innovative and interesting fund-raising activities from teams across the country.
We are looking forward to the coming year, working with our clients, stakeholders and within our communities.
Martin Rodgers
Chairman, RSM UK
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Introduction from the Head of Audit
Audit and high quality advice deliver value to our clients, clarity to
stakeholders and continue to contribute to investor confidence
in our becoming the leading advisor to the middle market.
We seek to achieve Audit Quality through the combination of:
The right people
Our teams value audit quality and are capable of the thoughts
and insights needed to deliver it. They have enquiring minds
and use scepticism as appropriate. In addition they are robust
where necessary, unafraid to ask difficult questions and
understand the need to be totally independent, objective and
free from influence.
Ultimate responsibility for each engagement rests with the
Responsible Individual (RI). Their commitment to quality and
the motivation to achieve it is passed on to the team on each
and every assignment.
We have strong recruitment and promotion processes and
audit quality criteria are considered in the appraisal and
remuneration of both partners and staff.
Robust audit process
The audit process assists staff in producing quality audits
which comply with the International Standards on Auditing.
For specialist audits, we maintain an audit RI and manager
authorisation system to ensure they are only undertaken by
individuals with the requisite skills, experience and training.
Training and support
Our technical training and development team provides a core
programme of audit and financial reporting training for all
audit personnel to ensure they are up to speed on current
regulation. In addition, if any areas of development in audit
delivery or process are identified, the team will design a course
to address these at the earliest opportunity. Partners and
qualified staff are provided with further training according to
their specific roles and areas of specialism.

RSM QUALITY STRATEGY

One of the responsibilities of the National Audit Technical
Services (NATS) is to support audit teams in the delivery
of the audit engagement by providing technical advice and
opinions. This includes numerous daily informal consultations
on audit and accounting matters.
Ethics materials are readily available to staff at all levels,
covering the external ethical obligations to which the firm
is subject. Partners and audit staff are apprised of the need
to consult the Ethics team on any issue, particularly of
interpretation, that they are unclear about.
Monitoring and feedback
Regional Compliance Partners and Audit Quality Champions
are on the ground to ensure compliance with the firm’s quality
policies and procedures and to ensure quality is embedded
in audit teams. On particular assignments, during the course
of the audit, NATS conduct external quality control, second
opinion and efficiency reviews.
There are mentoring arrangements for all new RIs, for RIs
engaging in new specialist areas, for RIs that are about to
relinquish their audit authorisation and for RIs where the
Head of Audit considers that mentoring is necessary for
quality or other reasons.

People

Monitoring
& feedback

Audit
process

Training &
support

The Quality Assurance Department (QAD) carries out
reviews of audit files, either in physical visits to offices or
remotely. The Head of QAD provides a monthly written report
to the Audit Management Team, setting out any current
concerns as well as providing feedback about each principal
and manager reviewed.
In driving the audit faculty, the Board and Audit Management
Team, along with the RIs, set the tone at the top. They create
an environment where feedback from all stakeholders is
considered, leading to improvements and enhancements
where necessary in all areas of our business.
Our Public Interest Committee (PIC) provides an independent
view on processes in place for the maintenance of audit
quality. In addition, the PIC plays a vital role in discussing
quality with external stakeholders and regulators which, in
turn, influences how we manage our strategy.
Jonathan Ericson
Head of Audit, RSM UK Audit LLP

RSM is fully committed to the Audit Firm Governance Code (Code) and its principles
of openness, compliance and professionalism. Our staff are encouraged to consult and to
share problems and experiences. Integrity is at the heart of our core values and this ethos is
communicated regularly from the Audit Management Team to our people across the firm.
Through our quality strategy and risk management processes we will continue to fulfil
the Code’s purpose including securing our reputation in the marketplace.
Jonathan Ericson
Head of Audit, RSM UK Audit LLP
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Public Interest Committee:
Report 2016-17
As summarised in the Head of Audit’s introduction, RSM UK
Audit LLP has a strategy for maintaining and enhancing high
quality audit. The Public Interest Committee (PIC) seeks to
monitor the governance arrangements and corporate values
that support this, and to identify ways in which audit can
serve capital markets by providing useful information to
investors.
Members of the PIC:

As a result of feedback from the roundtable and meetings
attended throughout the year topics listed below were
considered by the PIC:
•• The audit market has become very concentrated and
the dominance of the Big Four has reduced diversity and
choice and could be inhibiting competition.
•• The expertise of persons appointed to audit committees
is crucial.

•• attend the board meetings of RSM UK Audit LLP, not as
decision-makers, but to observe the tone-at-the-top
of the organisation, to challenge where appropriate, and
to suggest ways of improving audit quality and audit
relevance. PIC members consider that the Board is open,
responsive, and flexible in its deliberations and ready to
identify existing and emerging issues with respect to
audit quality;

•• More consideration should be given to how best to
encourage entry of new and existing audit firms to
wider markets; particularly the segment served by the
largest four. Other audit firms can develop appropriate
brands, and are systemically well set up in terms of
capacity to serve much of the sophisticated audit
market but this cannot be a rapid process unless
regulatory or FRC intervention is entrained.

•• talk to the Head of the Quality Assurance Department
(QAD), and attend the Ethics Panel meetings. They note
the issues in the regular reports of QAD to the Board
and observe the action taken to deal with problems by
systematic monitoring and training; and

•• Encouragement of entry by the FRC and proportionate
regulation of audit could begin to change the climate.

•• attend meetings organised by the Financial Reporting
Council (FRC), co-operating with such studies as the FRC
sees fit to undertake.
The PIC organised a roundtable in January 2017, attended by
investors, the FRC, the Institute of Chartered Accountants
in England & Wales and independent experts, such as the
Corporate Action Reporting Group. A paper on Audit in the
Middle Market (www.rsmuk.com/auditinthemiddlemarket)
was circulated in advance and a record made of the
proceedings (www.rsmuk.com/noteofaroundtable).
The views and opinions of those attending the roundtable
have been valuable to the members of the PIC by helping
them understand the needs and concerns of a wide range
of stakeholders and communications with a number of
attendees continue.

•• Greater transparency should encourage a wider search
for the most suitable auditors.
•• There is useful scope for appointing separate auditors for
the subsidiaries of large companies, and assigning those
entities’ non-audit services requirements to growing firms.
•• It would help if legislative clarity concerning the Caparo
judgement on auditor liability was achieved.
The PIC notes that directors of companies have a duty under
the Companies Acts to provide proper financial accounts, and
more generally their duties under Section 172. High quality
audit can help directors to do this and also help regulators
to check compliance. However, audit takes resources and
returns must be adequate.
As part of the government’s Industrial Strategy, government
departments (principally, BEIS) and regulators (FRC) need to
address this issue by encouraging ‘Qualified Individual’ entry
into the profession, and in order to encourage audit firms to
compete at the upper ends of the audit market, by ensuring
that supervision and regulation are proportionate to the
circumstances.
Tom McMorrow, Roger Alexander and Ian Byatt
Public Interest Committee

Our pension scheme is large and has a complex
investment portfolio, and we had been with our
previous audit partner and firm for some years.
When we decided it was time for a change, we
were concerned that we would be vulnerable to
the intricacies of a first-year audit. However, with
expert guidance from RSM, the Board and I are in
complete agreement that we’ve made the best
possible choice. Our three month target date for
signing the Annual Report was achieved, and with
minimal back and forth. RSM’s fee arrangements
are candid and accurate, providing us with
additional confidence for future planning. Having
switched to RSM, the Board and I feel we now
get a proactive service that every scheme in our
industry could benefit from.
Lyn Ellis, Trustee Director, Trafalgar House
Trustees Limited
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Legal structure, ownership
and governance

National Leadership Team as at 30 June 2017
Graham Bushby
Head of Restructuring Advisory
Rob Donaldson
Head of Corporate Finance

LEADERSHIP

Alan Duley
Finance Partner

The Managing Director of the RSM UK group parent company (RSM UK Holdings Limited) is appointed by
the company’s shareholders to hold office for a period of four years. Laurence Longe was re-appointed
for a further four years from 1 April 2014.

Jonathan Ericson
Head of Audit

The Managing Director appoints the remainder of the Board. The Board appoints the National Leadership
Team of RSM UK Group LLP. The Board is responsible for setting the group’s overall strategy and the
National Leadership Team is responsible for driving it forward.

Jez Filley
Regional Managing Partner, London

The Board as at 30 June 2017

David Gwilliam
Chief Operating Officer
Mark Taylor
Regional Managing Partner, Central
Elfed Jarvis
Regional Managing Partner, South
Jill Jones
Regional Managing Partner, North West

Martin Rodgers
Chairman

Laurence Longe
Chief Executive Officer of RSM UK
Group LLP and Managing Director of
RSM UK Holdings Limited

David Gwilliam
Chief Operating Officer

Elfed Jarvis
Regional Managing Partner, South

Laurence Longe
Chief Executive Officer
Kevin O’Connor
Regional Managing Partner, North East and
Yorkshire
Robert Ross
Regional Managing Partner, Scotland and
Northern Ireland
Richard Smith
Head of Risk Assurance

Penrose Foss
General Counsel

Nigel Tristem
Chief Financial Officer

Simon Harding-Rolls
National Director of IT
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ORGANISATIONAL STRUCTURE

RSM UK Holdings Limited

RSM UK Group LLP

RSM
Corporate
Finance LLP

RSM UK
Audit LLP

RSM Tax and
Advisory
Services LLP

Arrandco
Audit Limited
Non trading
Note: The shares are
held by individual
Responsible
Individuals (RIs) on
trust for RSM UK
Audit LLP.

RSM Risk
Assurance
Services LLP

RSM
Restructuring
Advisory
LLP

Baker Tilly
Management
Limited

RSM HR
Limited

Audit Committee
RSM UK Holdings Limited has, as part of its governance
procedures, an Audit Committee. The Audit Committee
comprises three members who are appointed by the Board.

RSM UK
Consulting
LLP

Baker Tilly
Creditor
Services LLP

RSM
Employer
Services
Limited

RSM UK
Tax and
Accounting
Limited

RSM Northern
Ireland (UK)
Limited

Arrandco
Investments
Limited

RSM Legal
LLP

Other
RSM
Companies

Note: The diagram is a simplified view of the organisational structure and only includes the main
trading or holding entities of the RSM Group.

RSM
(Overseas)
Limited
Note: Minority stake:
ownership of 1/3 of the
ordinary shares.
Note: RSM (Overseas)
Limited surrendered its audit
licence after 31 March 2017

The Audit Committee at 31 March 2017 and at 30 June 2017
comprised:
Martin Rodgers
Chairman of the Board
Tony Pierre
Chairman of the LLP Council (Senior non-executive)
Elfed Jarvis
Board member
The Audit Committee performs several important functions
which include:
•• scrutiny of the integrity of the consolidated financial
statements and proposing the approval of the financial
statements to the Board;
•• review of the significant estimates and judgements
made by the directors in the preparation of the financial
statements;
•• evaluation and monitoring of the external auditor’s
independence and performance;
•• recommendation of the external auditor’s remuneration;

The RSM UK group
The principal service lines of the group are Audit, Restructuring Advisory, Tax,
Accounting, Business Advisory, Outsourcing, Corporate Finance, Risk Assurance,
Consulting, Legal and HR Services. The parent company, RSM UK Holdings Limited,
derives its income primarily from dividends from subsidiaries and from a profit
share, as a member of RSM UK Group LLP. RSM UK Holdings Limited is owned by its
shareholders who are mainly current and former partners. Arrandco Investments
Limited, which is a 100% subsidiary of the parent company, holds investments in
single purpose companies which do not impact the audit function. Audit staff are
employed by RSM UK Tax and Accounting Limited and support staff are supplied by
Baker Tilly Management Limited.

•• review and agreement of the external auditor’s audit
scope proposals; and
•• review of final audit findings and recommendations.
All three members of the Audit Committee met with the
external auditors twice during the year to 31 March 2017.
There were no significant matters arising from the audit
including no recommendations for improvements to internal
controls or procedures.
RSM UK Audit LLP
As at 31 March 2017, RSM UK Audit LLP had 106 members,
105 of whom were Responsible Individuals (RIs). In addition,
there were 31 employee RIs who were not members of RSM
UK Audit LLP giving a total of 136 RIs. The employee RIs are
subject to the same training, controls and monitoring as the
partner RIs.

etc. venues has had a longstanding relationship with [RSM]
as auditor and as a professional
advisor. The lead engagement
partner understands our business
and our commercial objectives
whilst retaining the integrity and
independence our shareholders
expect to be able to challenge
and critique. [The partner] is
relationship-led and ensures RSM
keep in touch throughout the
year. The working approach has
been collaborative and pragmatic
to avoid surprises through good
communication and planning.
Paul Keen, Finance Director,
etc. venues
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MEMBERS OF THE
RSM UK AUDIT LLP
MANAGEMENT BOARD
AS AT 30 JUNE 2017
Derek Lemay
Chairman, Audit
Technical Committee
Appointed 26 June 2014
Jonathan Ericson
Head of Audit
Appointed 29 March 2014
Nigel Tristem
Chief Financial Officer
Appointed 26 June 2014

The Board and the
Independent Non
Executives will be
considering the Audit
Firm Governance
Code – Revised
2016 over the next
six months and will
ensure they make all
changes necessary in
order to comply.

RSM UK AUDIT LLP MANAGEMENT BOARD
The members of the RSM UK Audit LLP Management Board are appointed by a vote of the
members of RSM UK Audit LLP on candidates approved by RSM UK Group LLP. Members are
appointed for terms of four years and are eligible to stand for re-election with the approval of
RSM UK Group LLP.
The Management Board is responsible for all aspects of the management and governance of
the LLP. Any of the Management Board’s powers may be delegated to any individual member
or members of the Board and, in practice, the responsibility for the day-to-day operational
management of the service line is entrusted to the Head of Audit who carries out such
management with the Audit Management Team (AMT).
The Management Board meets at least three times a year and additionally as required. All Board
meetings in the year were attended by all Board members holding office at the relevant time.
The agenda consistently covers a discussion on aspects of governance and a report by the
Head of Audit on operational issues and financial performance.
Audit quality always features prominently at the meetings. The Head of the Quality Assurance
Department (QAD) provides a written report and the Board monitors closely actions taken
to address QAD findings. Specifically, the Board discusses and ratifies any proposed RI
appointments and changes in authorisations, and monitors whether training requirements are
being addressed.
The Management Board also met with the Public Interest Committee three times this year.
Reports from external regulators are discussed and the firm’s action plans to address regulatory
findings are critically assessed and monitored on an on-going basis. Finally, any ethical issues
are raised and discussed so that action plans can be put in place where appropriate.
The Head of Audit sits on the National Leadership Team and raises any issues which might
affect the way RSM UK Audit LLP achieves the Code’s purpose.

This is our first year using RSM and I have been
very impressed by the team’s knowledge of the
industry, and their level of engagement. They
have made the transition a smooth process. [The
partner] has kept me regularly informed of their
progress and has been focused on meeting the
agreed timetable, working through any emerging
issues on a timely basis. We are receiving a quality,
cost effective audit.
Private Equity Fund
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MEMBERS OF THE
PUBLIC INTEREST
COMMITTEE

PUBLIC INTEREST COMMITTEE
The Public Interest Committee (PIC) has oversight over all
public interest matters. Independent Non Executives (INEs)
form the majority of the Committee’s complement which
enables them to direct the Committee’s work and ensure
that its principal objectives are fulfilled.
A sound ethical culture and ethical decision-making are significant
contributors to the overall tone at the top of the firm and how it
delivers professional services. The firm’s Ethics Partner acts as
the PIC’s Chair. This ensures meaningful liaison between the
INEs, the Ethics Partner, and the Head of Quality Assurance.
Members of the PIC are appointed to serve for a period
of three years, renewable by joint agreement of the
member and the firm. All three members of the PIC had this
appointment extended on 1 April 2017 for a further year.
The PIC meets three times a year before Board meetings and
as required at other times during the year.
Role of the PIC
The duties of the PIC are:
•• to engage with external stakeholders including
regulators, investors and shareholders, and respond
purposefully to any concerns;
•• to engage with internal stakeholders including meeting
with the Managing Director and Chairman of RSM UK
Holdings Limited and being satisfied that principals

and employees have a discreet avenue of recourse for
dispute resolution or counsel;
•• to recognise and ensure the firm’s adherence to its public
interest responsibilities;
•• to ensure that any weaknesses which are identified with
regards to quality are addressed, in particular any threats
to the firm’s independence as auditors; and
•• to be involved in the review of the effectiveness of the
firm’s system of internal control.
We believe that the PIC clearly demonstrates our
commitment to the Audit Firm Governance Code, Ethical
Standards for Auditors and our pursuit of excellence in the
delivery of Audit Quality.

Roger Alexander
INE
Roger Alexander was appointed to the
PIC on 1 March 2014. Roger was an Audit
Partner from 1969 to retirement in March
2002. He was the lead Audit Partner
on high profile audits including a FTSE
100 company and its UK and worldwide
subsidiaries; large privately owned groups
of companies; and the UK subsidiary of a
US listed company. Roger served on the
RSM UK Audit LLP Board as an INE for
three years from 2011 to 2014.

Sir Ian Byatt
INE
Sir Ian Byatt was appointed as an INE
and joined the PIC on 1 March 2014. He is
the former Director General of OFWAT,
a post he held between 1989 and 2000
during which time he established and
implemented the regulatory regime
for the privatised England and Wales
water sector. Previously Deputy Chief
Economic Advisor to the Treasury, Head
of Public Sector Economic Unit in the
Treasury and Director of Economics in
the Environment Department, he has
also been active in the world of academia
lecturing at two of the UK’s most
prestigious Universities.

Tom McMorrow
Chair
Tom McMorrow was appointed to
the PIC on 1 March 2014. Trained as
a solicitor, he spent 17 years with
ICAS in professional conduct-related
roles, latterly as General Counsel, and
then as a prosecutor with the Crown
Office’s Financial Crime Unit. Tom has
a love for the RAF and flying which
sees him dedicate much of his spare
time as a volunteer ‘special projects
officer’ with the Air Training Corps, a
role which he most thoroughly enjoys.
He served on the RSM UK Audit LLP
Board for three years.
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INDEPENDENT NON-EXECUTIVES (INES)

DAY TO DAY MANAGEMENT OF RSM UK AUDIT LLP

There are two INEs, Roger Alexander and Sir Ian Byatt. Roger has
experience of public interest entity audit and Sir Ian provides
experience of Boards and governance outside audit firms
therefore brings a different perspective to the table. Roger
and Sir Ian sit on the PIC, neither are members of RSM UK
Audit LLP nor do they sit on the Board. This provides a safeguard
to their independence from potential operational conflicts.

The Board has delegated operational responsibility for the
strategy and performance of the audit practice and for audit
quality to the AMT. For management purposes the national
audit practice is divided into five regions. Each region has a
Regional Audit Managing Partner (RAMP) who is appointed
by the Head of Audit.

INEs are appointed to serve for a period of three years,
renewable by joint agreement of the INE and the firm. Either
party can terminate the appointment with one month’s
notice. Both Sir Ian and Roger had their term extended on 1
April 2017 for a further year.
The Board has opted not to extend the numbers of its INEs.
The Code's reference to the proportionality principle of good
regulation applies because the firm audits a relatively
small number of public interest entities compared to the
Big Four firms.
Performance of duties
The INEs meet regularly and they attend and contribute to the
meetings of the major audit firms’ INEs held by the Financial
Reporting Council so that they are fully conversant with INE
policy at the highest level.
The firm’s INEs attend all Board meetings and are entitled
to raise any matters relevant to Audit Quality they deem fit.
The Board provides such information, in addition to Board
agendas and supporting papers as the INEs request and the
INEs are invited to interrogate any matter they wish. The INEs
also, independently, meet the Head of Quality Assurance,
enquiring of him the resource available to him, its adequacy,
and any matters which the Head of the Quality Assurance
Department wishes to raise with the INEs.
The INEs have an open invitation to attend the firm’s Ethics
Panel meetings and regularly do so. The INEs are constantly
made aware of how the firm safeguards against conflicts of
interest, independence challenges, how it trains partners and
staff in fulfilling ethical norms, whether any such issues have
arisen and how they have been addressed.

The INEs’ involvement at Board level and with the Ethics
Partner and Ethics Panel provides a useful check and balance
on executive action. In addition, the INEs have access to a
degree of confidential information about the operations of the
firm that allows them to evaluate any risks facing the firm.
INEs are assessed based on completing their duties
effectively over the year to satisfy both stakeholders and
principals as well as whether they have maintained their
independence from the firm and its owners. The INEs’ terms
of reference and the contractual conditions under which they
serve oblige them to eschew any matter or involvement that
might compromise law or regulation.
Fundamental disagreements
The firm makes a public commitment to support the INEs in
their work. To ensure that their views are properly addressed,
the firm has established a protocol for dealing with any
fundamental disagreement the INEs may have at any
time with the Executive of the Firm. Ease of communication
between the Committee and the Executive, the potential
for several layers of consultation to be deployed, access to
alternative dispute resolution machinery, if necessary, and
the right to resign and make the fact of it public are the key
features of the protocol.
The INEs have a contractual right to obtain outside opinions (at
the firm’s expense) and to disclose to any relevant authority
the fact and nature of any fundamental disagreement with
the firm’s management that cannot otherwise be resolved.
They are also provided with relevant indemnity insurance in
respect of legal action against them.

With our continued emphasis on quality, each region has
a Regional Compliance Partner (RCP), reporting directly
to the AMT. The role of the RCP is to ensure compliance
with the firm’s policies and procedures relating to integrity,
objectivity and independence and to ensure compliance with
audit regulations on a regional basis. The RCPs are responsible
in their region for oversight of the application of the audit
methodology, compliance with auditing standards and
ethical issues.
The RCPs manage Audit Quality Champions (AQCs) in their
region to ensure that best practice, efficiency and quality
are embedded in audit teams. The AQC is responsible for
promoting and achieving a culture of audit quality in the
office, working with a number of interested parties to bring
about continuous improvement.
Reporting to the RAMPs in each office is an Audit Group
Manager (AGM), responsible for the day-to-day management
of audit staff in that office. The AGM in each office leads the
local audit group and manages staff and other resources in
order to ensure optimum profitability, efficiency and client
service in line with regional and national strategic objectives.
The AGMs work closely with the AQCs to ensure that the
dual aims of enhanced audit quality and improved audit
profitability are achieved. Specific training is given to the AQCs
as and when required linking with the Quality Assurance
Department, National Audit Technical Services and Learning
and Development to equip them with the skills to perform
their roles.

Regional Compliance Partner
•• Ensures compliance with the firm’s policies and procedures
relating to integrity, objectivity and independence, and
compliance with APB Ethical Standards
•• Ensures that the firm complies with the Audit
Regulations on a regional basis
•• Oversees the implementation, by the AQCs, of the firm’s
quality control procedures, including personal action plans
Audit Quality Champion
•• Keeps audit quality objectives prominent in the office and
takes appropriate actions to bring about improvements
•• Ensures quality processes and procedures exist and are
supported including personal action plans
•• Provides quality-related feedback on RIs, managers and
staff for use in the appraisal process
•• Encourages a working environment, culture, attitudes
and behaviours that prioritise audit quality
•• Promotes the achievement of the firm’s professional
and ethical standards and enables all staff to share
best practice
Audit Group Manager
•• Drives the achievement of financial targets and
promotes audit efficiency at all times
•• Ensures quality processes and procedures exist and are
supported in conjunction with the AQC, RCP and RAMP
•• Undertakes the central role in managing the performance
of the audit group and leads on staff resource
management
•• Promotes the achievement of the firm’s professional and
ethical standards and enables all staff to share best practice
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Audit Management Team meetings
The AMT meeting agendas cover all operational areas of the audit business including:
•• budget setting and review of financial performance;
•• technical developments and their impact on internal authorisation, training, ethical and other policies;
•• quality assurance findings and progress in addressing issues arising;
•• training programmes including the agreement of mandatory courses and consideration of course
content;
•• appropriate business development initiatives;
•• staff development and talent management initiatives; and
•• resource allocation.
Information from the AMT meetings is taken by the RAMPs and cascaded down to their regional teams
through regular regional RI and RCP meetings, and meetings of AGMs and AQCs.
The AMT meets monthly and is joined, by invitation, by representatives from Technical, Quality
Assurance, Training, Human Resources and Marketing departments. During the year all RAMPs were
present at every meeting.
The AMT is subject to the same rigorous appraisal regime which is in place for all partners.

MEMBERS OF THE AUDIT MANAGEMENT TEAM AS AT 30 JUNE 2017

The process involves a self-assessment by the partner, peer reviews from other partners, upward
feedback from the manager group, feedback from QAD and feedback collected from clients. There is a
formal appraisal session which results in an agreed personal action plan for the forthcoming year.

Ben Lawrance
Regional Audit Managing Partner, Central
Ben qualified in 2000 and has been an Audit Partner
since 2009. Ben is involved in auditing large Owner
Managed Businesses, Private Equity Backed Groups
and groups operating in a range of sectors throughout
the UK including international subsidiaries. He is also the
Office Managing Partner of the Leicester office.

The RAMPs’ appraisals are carried out by the Head of Audit and the Head of Audit’s appraisal is carried
out by the Chairman of RSM UK Holdings Limited.

RSM UK Audit
Management Board

Audit Management Team

Regional Compliance
Partner

Audit Quality Champion

Audit Group Manager

Public Interest Committee

Kate Reid
Regional Audit Managing Partner,
South and South West
Kate is also Office Managing Partner of our Bristol office.
She qualified in the mid-1980s having trained with a Big 8
firm. Kate spent a period of time as a financial accountant in
both the retail and engineering sectors. Prior to returning
to practice in the mid-1990s Kate spent a period of time
undertaking consultancy projects. Kate’s audit clients are
concentrated in the mid-market.

Jonathan Ericson
Head of Audit
Jonathan qualified in 1995. Prior to becoming Head of Audit
Jonathan was RAMP for the London Region, a role he
continues to undertake. Jonathan is involved in the audit of
large Owner Managed Businesses operating in a diverse
range of sectors in both UK and international markets.
Alex Tait
Regional Audit Managing Partner, North West,
Northern Ireland, Scotland and North East
Alex qualified with RSM in 1999 and has been an
Audit Partner since 2006. His specialisms include
construction, property, professional practices,
recruitment and technology companies. He also has
experience of working with international groups and is
Convener of the ICAS Audit and Assurance Committee.
Prior to becoming a RAMP, he ran the audit team in the
Edinburgh and Glasgow offices.
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The RSM International network
RSM UK Group LLP is a member of RSM International, the
sixth largest global network of independent audit, tax and
consulting firms, as its UK member firm.
RSM International exists to connect member firms through
commonly agreed and applied quality standards. RSM
International’s vision is for its members to be the provider of
choice to internationally active and growing organisations
who are looking for audit, accounting, tax, advisory and
specialist consulting services that will create lasting success
and help them reach their goals.
Legal structure and ownership
RSM International Limited is a company limited by guarantee
and is incorporated in England and Wales (company number
4040598) and whose registered office is at 50, Cannon
Street, London, EC4N 6JJ.
RSM International Limited does not itself provide professional
services to clients but acts as a member services organisation.
Client services are delivered by the independent member
firms of RSM International, each of which is a separate and
independent legal entity. Member firms are not members
of an international partnership or legal partners with each
other. No single member is responsible for the services or
actions of another. Although many member firms take the
RSM name, there is no common ownership between these
firms or ownership of them by RSM International Limited.
The brand and trademark RSM and other intellectual property
rights used by members of the network are owned by RSM
International Association, an association governed by article 60
et seq of the Civil Code of Switzerland whose seat is in Zug.
Requirements of member firms
RSM member firms agree to adopt and align with the
following policies and procedures as a requirement of
membership;
•• RSM Quality Assurance and Risk Containment Policies
and Procedures
•• RSM Audit Manual
•• RSM Model Audit Programme Sheets (referred to as RSM
MAPs)
•• RSM Ethics and Independence Policies
•• RSM Assurance Services Training and CPD Policies
•• RSM Member Firm Inspection Programme Policies and
Guidelines
•• RSM Anti-bribery and Corruption policies and guidelines

Funding
The cost of coordinating the RSM International network
is funded by member firms. Each year the International
Board of Directors approves the budget for the coming
year. Substantially all budgeted income is derived from
annual membership fees paid by member firms. The fees
for member firms are calculated on a sliding scale that takes
into account a number of factors including the member firm
revenues and their level of net referral fees.
Management and governance
The organisational structure of RSM International is aimed at
executing the RSM strategy and providing member firms with
the platforms to develop business together in a high quality
manner. The structure also reflects the network’s geographic
coverage, ensuring representation from all key regions.
International board of directors
RSM International is an organisation with the infrastructure
and resources needed to establish common standards and
quality assurance programmes, as well as to facilitate effective
management of transnational work by its member firms.
Governance of RSM International is comprised of
representatives of member firms who form the International
Board of Directors. Members of the Board, which comprises
11 Directors, are nominated by regional councils. The Directors
elect a Chairman and appoint a Chief Executive Officer. The
Board sets the international strategy of RSM International
and acts in the interest of the network as a whole.
The current Chair of the International Board of Directors is
Mike Kirley, who also acts as the Global Strategy Leader of
RSM US LLP in the USA. The full time CEO is Jean Stephens
who leads the international Executive Office in London and
whose responsibilities include the implementation of short
and long-term organisational strategies for the growth and
development of the network.
Regional operation
The member firms of RSM International are organised into
geographic regions for purposes of administrative and quality
control programmes, as well as for coordination of crossborder or multinational team assignments.
Currently, the key regions of RSM International are Africa,
Asia-Pacific, Europe, Latin America, North America and
Middle East/North Africa (MENA).
The Africa, Asia Pacific, Europe, Latin America and MENA
regions have a governance structure that takes the form of
Regional Councils. Each council is comprised of the Managing
Partners of each member firm within that region.

RSM International
key statistics
Regional Leaders are devoted to the development
of the region and work with the member firms in
that region on a daily basis.
The current Regional Leaders are:
•• Africa – Clive Betty
•• Asia Pacific – Neil Hough

6th largest

network of independent audit, tax
and advisory firms in the world

•• Europe – Anand Selvarajan
•• Latin America – Brendan Quirk
•• MENA – Bassam Dahman
•• North America – RSM US LLP International
Office
RSM International’s commitment to quality
Quality is the absolute cornerstone for RSM
International and as such every member firm
is required to meet a number of obligations in
relation to quality. To ensure consistent practices and
standards among member firms, RSM International
has developed a number of global methodologies,
policies and practices which are compliant with
International Standards (where applicable). These
have been developed by specialists and leaders at
member firms and the RSM Executive Office, under
the oversight of the RSM Transnational Assurance
Services Executive Committee (TASEC).
Every member firm is required to conduct an internal
inspection over the quality of services delivered and
compliance with network policies and procedures
as well as their own incremental policies and
procedures each year. RSM International organises
global observations of these inspections on a cyclical
basis. If a firm’s annual inspection or the cyclical
global observations highlight significant non-compliance,
a follow-up review is scheduled to check progress
on issues raised. Significant non-compliance can
result in a firm’s membership being terminated.

Over 41,400
people in

120
countries
across more than

800 offices
worldwide

$4.87billion

combined revenue of independent
member and correspondent firms
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Commitment to quality
RSM UK Audit LLP’s primary objective is the maintenance
and enhancement of audit quality which leads to a sustainable
and profitable business.
Our commitment is underpinned by our emphasis on
professional and decisive leadership, technical and IT
capability and investment, effective training and personal
development of staff, the operations of the Quality Assurance
Department (QAD) and being responsive to the findings
of the firm’s regulators in external monitoring visits. We
are continually striving to improve our internal monitoring
procedures and our response to external monitoring.
The firm aims to attain the highest standard of professional
conduct through the cumulative effect of the following:

•• internal quality control procedures (at the point of
delivery of the engagement);
•• internal quality assurance by ‘cold’ reviews of
engagements and of principals’ and staff’s competence;
•• continuous training, informing and assessment of all
audit principals and staff; and
•• the external quality monitoring by the firm’s regulators.
All partners and staff are provided with access to the employee
guide which sets out the firm’s code of conduct. The employee
guide contains information covering all aspects of day to day
working life, and is available on the intranet as a reference
tool, ensuring that both partners and staff always act in a
professional manner.

QUALITY IN THE DELIVERY OF THE AUDIT ENGAGEMENT
RSM applies its own risk-based, analytical audit methodology
supported by the firm’s own computerised audit software,
aud-IT. aud-IT allows audit teams to focus on the exercise of
judgement and evidence their scepticism and challenge of
management which leads to well-documented, effective and
robust audits.
It also enables the audit work to be tailored, based on the
team’s documented risk assessment. This functionality,
along with the inbuilt controls and structured work flows,
enhances audit quality, promoting discipline and compliance
with International Standards on Auditing.
Audit planning
Because we use our knowledge of our client’s business to
inform our audit, every audit is planned from scratch. This
means that our work is specifically focussed towards addressing
the audit risks arising from the current assignment not the
previous one. Our regular client contact throughout the financial
year ensures that we are aware of key developments at the
client and also provides an opportunity for the client to be
informed of and act upon relevant technical and regulatory
changes. These exchanges inform the development of the
audit strategy and the production of the audit plan that is
based on a detailed risk assessment and expectations of
the numbers in the financial statements. The audit plan is
revisited and revised during the course of the audit as the
audit team reacts to their findings.
To ensure that the team selected have the appropriate skills
and expertise for a particular engagement, the audit principal
has access to the audit staff resource planning tool, Retain.
This enables the audit principal to view the availability of all
staff, and their particular specialisms.

Execution
Our audit methodology requires us to perform only that work
necessary to obtain sufficient appropriate audit evidence to
support our opinion. We believe that a sound understanding
of our client and its environment is essential to an effective
and efficient audit, and for that reason our approach places
significant reliance on the performance of substantive analytical
review, augmented by tests of control and/or tests of detail,
as appropriate. Our audit teams are encouraged to consult
and to challenge their own, their colleagues’ and the client’s
assumptions and conclusions during the performance of
the audit, and to document the resolution of matters arising.
This helps the team to demonstrate the appropriate level
of scepticism which is a basic feature of any assurance
engagement. A broad spectrum of experts in IT, taxation,
valuations and financial instruments are on hand to consult,
assist or use where necessary, when obtaining sufficient
appropriate audit evidence on a complex technical matter.
Review
Each audit team member is responsible for reviewing his or her
work before signing it off. In addition, the work of every team
member is reviewed and signed off by a second, more senior
person. Further reviews by colleagues who are independent
of the audit team are required in certain circumstances, for
example where there is a public interest, where a longstanding relationship exists, or where the audit principal is
being mentored. Additionally, independent reviews are
conducted whenever an enhanced audit report is prepared
where entities are either required to or voluntarily report on
how they have applied the UK Corporate Governance Code
or the issue or removal of a modified audit opinion or
emphasis of matter is contemplated. Reviews of audit
opinions and public interest engagements are always conducted
by appropriately qualified and experienced technical specialists
and our computerised audit software ensures that all these
quality controls are applied and evidenced.

We have benefited from staff continuity
at a senior level in our audit team at
RSM. Their work is of an excellent
technical standard. We have a good
flow of communication during the
audit process and with them being
local to us, they can pop in at short
notice to discuss and resolve any issues.
Jeni Carr, Finance Director, Boyes Turner LLP
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NATIONAL AUDIT TECHNICAL SERVICES

MEASURING QUALITY

The firm has a dedicated audit technical department, National
Audit Technical Services (NATS). NATS comprises two Partners,
four Directors, two Associate Directors, five Senior Managers,
two Managers and one Supervisor. All of the team members
are committed full time to supporting high quality audit delivery.

Audit quality indicators
Following the Professional Reputation Group’s (PRG) publication
of a set of ‘audit quality indicators’, we have included
measures on the same themes throughout the report.

The ultimate responsibility for the overall quality of the
services provided by NATS lies with the Audit Technical
Committee (ATC). This comprises two of the RIs in the
team who are committed to providing the practice with the
necessary framework, tools and support to enable effective
and efficient engagements to be carried out in compliance
with relevant professional standards and legislation. They
work closely with the AMT, RCPs, and other members of
NATS to ensure that the needs of the business are understood
and responded to appropriately. The ATC also has a direct line of
communication into the firm’s Ethics Partner by virtue of one
of the members being a member of the firm’s Ethics Team.
NATS is responsible for the technical quality of the firm’s
audit operational procedures. It does this by producing and
maintaining the firm’s audit manual and other technical
material as well as monitoring the technical quality of technical
training courses and assisting in the provision of such courses.
In addition, NATS provides technical advice and opinions to
partners and staff. This includes numerous daily informal
consultations on audit and accounting matters which
are carried out on a non-chargeable basis. In addition to
efficiency reviews, the team also conducts External Quality

Control and second opinion reviews, which are chargeable and,
where relevant, form part of the audit file documentation. In
the year to 31 March 2017, members of NATS spent 19 per
cent of their total time on chargeable work. This represents a
considerable investment of non-client facing staff in improving
audit quality. NATS also plays a significant role in responding
to FRC, International Accounting Standards Board and other
consultation documents.
The mix of experience and specialisms within NATS ensures
that the most appropriate resource can be allocated to
support audit teams and to conduct independent pre-signoff reviews. Members of the department are located in key
offices throughout the UK, so as to be visible to those who
seek their support and to be close to the work of audit teams.
It is our experience that this proximity enables personal
relationships to develop which encourages consultation and
enables potential problems to be identified at an early stage.
To ensure this quality of technical support is available to all
audit teams, NATS team members also make frequent visits
to nearby offices where there is no resident team member.
Informal communication between NATS members is a daily
occurrence, with team consultations taking place before
advice is given on any but the most straightforward issues.
In addition there is a database of examples to which team
members can refer and regular formal meetings are held at
which emerging issues are discussed and actions agreed.

•• External monitoring and investigations: We use external
metrics and monitoring to assess our audit quality as
detailed in the following section.
•• Internal Quality reviews: Our report contains details of
the number of RIs subject to internal quality reviews and
the results of these reviews.
•• Training: We are committed to training and invest
significant time in ensuring our courses enhance our
audit quality.
•• Investment in research and development: As well as
investing heavily in developing our internal courses,
we are in the process of developing a global audit
methodology with the other RSM International firms.
•• Investor liaison: We have representation on the Quoted
Company Alliance and our INEs are available to investors
and happy to have discussions as appropriate.
•• Partners and staff survey: We encourage constant
feedback and input from all members of the audit faculty.
The AMT use formal feedback to continue to ensure that
quality remains top of the agenda and that staff and
partners receive the correct resource, time and training
to deliver quality audits.

In our last partner and staff survey:
•• 95 per cent of respondents felt that they were encouraged
to perform high quality audits;
•• over 50 per cent of respondents felt that they had the
resource and time they needed to deliver a quality
audit and over 80 per cent felt they had the audit tools
they required; and
•• 91 per cent of respondents said the financial reporting
training they receive helps to deliver a quality audit and 89
per cent said the same for their sector specific training.
Root Cause Analysis
The firm has embarked on an analysis of the root causes
underlying audit quality issues. A working party has considered
the firmwide factors and this has resulted in a number of
measures, including:
•• a conference for all RIs was held in January 2017 and had a
prominent emphasis on taking personal responsibility for
audit quality;
•• additional training sessions for RIs in 2016/17 have been
based on small discussion groups that have examined
the requirements of specific ISAs and explored how
enhancements to implementation in practice can be
made; and
•• increased linkage between personal action plans,
performance objectives and appraisal assessment.

AUTHORISATION AND MENTORING
RSM UK Audit LLP maintains an audit RI and manager
authorisation system such that only those individuals with
the requisite skills, experience and training can undertake
specialist audits, including those of listed entities, charities
and pensions. RCPs are responsible for conducting reviews of
the authorisation list on a bi-monthly basis to ensure that the
system is up to date.
Prior to being involved in specialist assignments, our audit
staff must have received appropriate specialist introductory
or update training. To ensure that this policy is adhered to, RIs
are required to confirm, at the initial planning stage of each
audit engagement, that they are satisfied that the allocated
staff have the appropriate skills and expertise.

There are mentoring arrangements for all new RIs, for RIs
engaging in new specialist areas, for RIs that are about to
relinquish their audit authorisation and for RIs where the
Head of Audit considers that mentoring is necessary for
quality or other reasons. Mentors are selected from a pool
of appropriately experienced audit principals who submit
regular reports to the AMT.

EXTERNAL MONITORING OF QUALITY
The last ICAS monitoring inspection took place between
September and November 2016 and their report was issued
to the firm on 12 February 2017. Reports from ICAS are for the
use of that body as the firm’s licensor and thus confidential.
Reports produced by the FRC Audit Quality Review team
(AQR) have been shared with the relevant clients. The AQR
reviewed three audit files in 2016 and the results will not be
reported publicly.

The Board is closely involved with all regulatory visits and
reviews all findings and recommendations in detail. Our
training and processes are under constant review in order to
ensure that our audits are of the highest quality. Action has
been taken to address areas for improvement in previous
ICAS and AQR reports and progress on those has been
acknowledged by the regulators. We continue to respond
to recent reviews and current best practice. The progress
in implementation of these actions is, and will continue to
be, monitored by QAD. The Board is pleased to note ongoing
enhancements to audit process and quality brought about by
feedback from QAD and the regulators.
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INTERNAL MONITORING - QUALITY ASSURANCE DEPARTMENT
Audit quality is the responsibility of all partners and staff.
Internal quality assurance review systems must be adequate,
appropriate, and make a contribution to audit quality. This
function is delivered by QAD. QAD is a separate, independent
department and is responsible for checking compliance with the
firm’s procedures and giving feedback to promote continuing
improvement in the quality of work.
The QAD team states on the firm’s intranet that it aims to be:
•• comprehensive in its coverage and scope of reviews;
•• consistent in application of review procedures;
•• critical in identification of areas for improvement;
•• constructive in communication of review findings; and
•• cooperative in arranging and performing reviews.
The monitoring procedures applied by QAD are in accordance
with the International Standard on Quality Control (UK).
The QAD team carries out reviews of audit files, either in
physical visits to offices or remotely, and also reviews ‘whole
firm’ matters such as the audit manual, training programme,
CPD records, appraisals and ethical compliance, and internal
controls, such as internal authorisation, aud-IT access and
financial management.
Number and results of reviews
The proportion of QAD reviews to audit engagements is
approximately 1:30. QAD achieves a high coverage of offices
and RIs, with physical visits to each office on a frequent basis.
Quality Assurance (QA) file reviews cover a mixture of client
types and sizes, including the various specialist audits such
as listed companies, charities, pension schemes, social housing
and education. In 2016/17, there were review visits to 24
out of 27 offices (2015/16: 23 out of 26) and reviews of 73
out of 115 RIs active in the year (2015/16: 80 out of 125). The
number of listed company or AQR-scope audits reviewed in
2016/17 was 23 (2015/16: 12).
Our internal policy is that we do not grade our QA file reviews or
use other quantitative measurement. Our view is that this can
be counter-productive and that instead it is qualitative feedback
that is more constructive and helps audit teams to achieve
improvement. Grading systems can be biased or anomalous and
can lead to excessive focus on the grade, rather than the more
important messages about striving for improvement.

In line with this policy, we do not set out here any quantitative
indicators of audit quality; instead we provide the following
qualitative factors:
•• individual RIs and managers were found to have made
progress against the points in their personal action plans;
•• where QAD reported concerns to the AMT, National Audit
Technical Services or the Ethics Partner, prompt and
appropriate action was taken; and
•• in particular, where these concerns were judged to
require action to remove internal authorisation or apply
mentoring, this was duly implemented.
The Head of QAD provides a monthly written report to the
Audit Management Team, setting out any current concerns
and obtaining prompt responses and actions as necessary.
The Head of QAD also produces a quarterly written report to
the Management Board and the Audit Management Team and
an annual summary report to the Board, with an abbreviated
version published on the intranet.

QAD has a programme of taking high performing audit staff
on secondment, to give them experience of QA work and
a deeper understanding of audit quality, which they then
disseminate in their office after the secondment. In the 11
years since QAD was established as a separate department,
there have been 22 secondees from the audit practice, from
16 different offices; a number of them have then progressed
to senior positions, including Responsible Individual.
Root cause analysis
As part of each QA file review, the audit team is requested to
consider in its written responses the root causes of any noncompliances, so that appropriate actions are taken to address
them and improve audit quality.
FRC Thematic Review on Firms audit quality monitoring
Following the publication in January 2016 of the FRC
Thematic Review on audit quality monitoring, QAD has
confirmed that it is already following the best practice set out
in that report, including matters related to:
•• the scope of QA file reviews;

QAD provides feedback to RAMPs and RCPs about each
principal and manager reviewed and this information is then
used within the appraisal process as necessary.

•• the frequency of reviews and the coverage of RIs;

Each of the five audit regions has a QAD team member
allocated to it, who meets at least every quarter with the
RCPs and the AQCs to assess progress being made in the
implementation of action plans and to discuss other audit
quality issues and initiatives.

•• consistency between QA reviewers;

Process
The use of IT by QAD is extensive and the consistency of
review procedures is ensured by the deployment of dedicated
QAD team members, the use of file review work programmes,
peer review by QAD colleagues and the pre-issue review by
the Head of QAD of all reports.
Audit file review findings are issued in writing to the principal
and manager and then discussed in a meeting with them,
following which they provide written responses. This dialogue
includes recognition of instances of good quality work as well
as the identification of areas for improvement.
Each principal and manager then produces a personal action
plan. This approach combines collective effort with personal
responsibility and accountability, in accordance with the
Companies Act 2006 and the Audit Regulations.
QA file review findings are published on the intranet in a
series of positive reminders about the firm’s procedures.
QAD team members have quarterly meetings with Training
and Technical counterparts, together with the RCPs, so
that QA findings are used in training course material and in
enhancements to the audit manual and aud-IT.

•• the time spent on reviews and the resources devoted to
them;
•• continuous reviews throughout the year;
•• the communication of findings to audit teams;
•• communications to other parties, including the ethics
partner;
•• linkage to root cause analysis;
•• the performance of thematic reviews; and
•• review of internal controls of the audit practice.
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RISK MANAGEMENT
All staff and partners are expected to embody the values of the firm
with regards to risk and follow correct procedures. The promotion of risk
mitigation is a key theme at audit workshops and RI meetings.
Across RSM UK Holdings Limited, the Boards of the various group entities
have primary responsibility for dealing with strategic and operational risk
management including internal controls. The group has also established
an internal Risk Advisory Group which is led by the group Chief Operating
Officer and comprises members from its Compliance, Legal and QA teams.
Their work is to look at risk matters and internal controls within the
group and advise and support management to improve risk management
strategy, operations and internal controls.
The group requires the completion of the Client and Engagement Acceptance
Programme (CEAP) for all new clients and additional and continuing
engagements in relation to existing clients. The programme is designed to
assist in identifying and managing risk, including the risk of breaching
ethical standards, and incorporates an automated upward review and
authorisation process. It forms an important element of the group’s
procedures to enable the group to obtain reasonable assurance that it, and its
personnel, comply with those standards before undertaking or retaining
an engagement. Compliance and QAD undertake frequent checks on CEAPs
to ensure procedures are being followed appropriately. The CEAP system
is continually enhanced and extensive intranet guidance and training is
provided to users.

Training, recruitment and
personal development
Development of partners and staff is core to the provision
of high quality audits.
Training
We have an experienced technical training team who work
closely with NATS, QAD and the AMT to ensure that an
appropriate programme of courses is provided for all audit
partners and staff.
We provide a core programme of audit and financial reporting
training which all qualified audit personnel must attend and
where we monitor attendance. All courses are designed to be
practical and real life case studies are used where possible.
Many courses also have an element of pre-course work
and post course assessment to ensure learning objectives
are absorbed and to complete the learning circle. We also
continue to invest in learning technologies to ensure just-intime learning in response to the needs of our audit teams.

The annual review of the audit practice’s internal controls has found them
to be effective, with a small number of improvements suggested. Actions
have been or are being taken to address these matters. The Management
Board, the AMT and the PIC are satisfied that the internal quality control
systems are functioning effectively.

During the year ended 31 March 2017, we ran our annual Audit
Workshop which is a mandatory course for all staff and
partners in the audit faculty. The course was developed with
the AMT and included faculty updates, sessions on the new
Ethical Standard, IT Fraud Risk, QAD case studies and a video
simulation of a client fraud. Presenters included the Head of
Audit, the Head of QAD, RCPs, RAMPs and technical training.
The contribution and commitment of the senior management
team to this course is a reflection of the importance the firm
places on ensuring consistent messages are delivered around
audit quality and performance.

WHISTLEBLOWING

Audit Workshop – key features
•• Mandatory attendance for entire Audit faculty

A group-wide Risk Register has been compiled and is used by QAD in the
performance of an internal audit function for the group. The compilation of
the Risk Register and the review of effectiveness of controls have made
use of the FRC Guidance on Risk Management and Internal Control.

The intranet sets out the whistleblowing policy, which applies to all partners
and staff across all service lines. It encourages the reporting of instances
of malpractice, dishonesty or unsafe or unhealthy working practices.
Individuals who make reports in good faith are protected against dismissal
or any form of victimisation. Reports can be made to the individual’s line
manager or to other named parties or to a confidential email helpline.
Reports are investigated, by an independent person, as sensitively
and speedily as possible. Awareness of the whistleblowing policy is
promoted via mandatory training for all partners and staff. The content and
effectiveness of the firm’s whistleblowing policy is kept under review by
the Public Interest Committee.

•• New Ethical Standard
•• IT Fraud
•• QAD update
•• Client fraud video simulation
In addition, during the year. we ran a mandatory training
on evaluating the Control Environment and use of controls
testing including IT controls. For our RIs we have embarked
on ISA refresher training and have mandatory sessions for RIs
to discuss the detail of the ISAs and practical issues around
applying them.

With the introduction of the New Ethical Standard we ran
online training for the entire firm and for the audit faculty.
This was followed up with a face to face session on the Audit
Workshop. There is also Public Interest Entity (PIE) specific
training planned for 2017 for individuals who work on this
specialist area.
As well as the core audit courses, all qualified staff in the audit
faculty attended a one-day training event on Financial
Reporting and Company Law. This was a highly practical
course concentrating on the new Statutory Instrument as
well as revisiting areas of FRS102.
Partners and qualified staff are provided with further training
according to their specific roles and areas of specialism. Listed
audit work is a specialism and a suite of training courses on IFRS,
together with updates of particular relevance to the audit of
listed entities, ensures that this particularly demanding area
of audit work is carried out by partners and staff with the
relevant knowledge and skills.
In addition, all new RIs attend a mandatory induction course.
RI Induction
•• Led by the Head of Audit to demonstrate the importance
of the role and the issues discussed
•• Interactive presentation by the Head of QAD on the
meaning of ‘Responsible Individual’
•• Particular emphasis on ethics and professional
scepticism
•• Bringing home key issues through live case studies
•• Featuring a member of the Audit Technical Committee
and General Counsel
•• Director for Compliance demonstrating the significance
of providing quality technical advice and the level of
support provided by the firm
•• Session on mentoring presented by an experienced mentor
There is a mandatory core programme for audit students,
expanding on their college studies in the areas of financial
reporting, audit, business awareness, tax and personal skills.
They also receive training in any specialist areas they are
involved in such as charities, pensions and listed companies.
Ethical issues, professional scepticism and audit quality are
key themes throughout their training, which is reinforced by
their work experience.
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Partners and staff also attend courses designed to improve
their management skills, as we recognise that high levels of
ability in these areas help to ensure that audits run smoothly
and effectively and relevant technical knowledge can be
applied at the appropriate stage of the audit. In addition, there
are personal development courses for managers, senior
managers, directors and partners.
Management of learning within the practice is assisted by
the use of the intranet based Learning Management System.
This system allows individuals to build their own curriculum
based on their areas of specialism and to track their own
development in terms of planned and actual learning. The
Learning Management System provides information on
training received and planned and is therefore a key element
of the appraisal process. We have several layers of monitoring
of attendance at courses, with reviews by QAD overlaying the
work done by the learning and development team to promote
enrolment on courses and to take action in the event of nonattendance.

RECRUITMENT
Through our HR and Development policies and processes and
our outstanding training programme, we ensure we attract
talented individuals and provide them with the development and
skills they need to fulfil a long and committed career with RSM.
Our recruitment practice ensures we reach as many talented
individuals as possible through our presence at universities,
colleges and schools as well as through hiring directly. Our
selection methodologies focus on testing the full range of
skills and qualities that we believe are essential to succeed as
an auditor within RSM.
Senior level internal promotions on 1 April 2017:
•• Five Partners
•• Six Directors
•• Twenty-one Managers
In addition, four audit partners joined us from outside the
firm during the financial year to further strengthen our sector
expertise and presence in key locations.

APPRAISAL
We have invested significant time and energy into ensuring
employees know what is expected of them at every stage of
their career so that they know how to progress. Having clear
competencies for staff at each level also means our clients
can be assured of the same level of service regardless of
location. Every employee has regular feedback and appraisal.
There are audit assignment feedback forms as well as the
appraisal form and appraisals are conducted twice yearly.
The appraisal form requires managers to incorporate reference
to any QAD and external regulator findings through the year
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and action is taken in relation to these. Individuals are also
expected to provide their line manager with a copy of their
CPD record at the time of appraisal. Line managers are provided
with relevant training and appraisal quality reviews are undertaken
on a regular basis to ensure our line managers are equipped
with the skills they need to conduct meaningful appraisals.
At the point at which employees are nominated for promotion to
Director or Partner, further references are sought from QAD
and NATS. No nomination is progressed to formal assessment
unless it receives support from these departments.

PERSONAL DEVELOPMENT
Development of our people is something which RSM is
passionate about. We offer a wide range of personal
development courses and assessment centres, all
of which are designed to support individuals as they
progress through their career.
The transition to manager assessment centre has been
designed to prepare employees for their first step into a
management role. After attending the two day programme,
which assesses attendees against manager competencies,
each individual will receive a personal development plan
designed to support them in developing the necessary skills
to become an effective manager.
The high potential assessment centre is aimed at our
emerging leaders. The purpose of the programme is to
provide high potential individuals with assessment and
feedback on their leadership styles, personal qualities
and strengths. Following attendance at the high potential
assessment centre each individual will work with one of our
learning and development managers to create a detailed and
tailored development plan.
The Partner potential development programme is aimed
at those senior managers and directors who display the
potential to become a partner, and is designed to provide the
best possible preparation for the role of partner and beyond.
The programme includes attendance at the Partner potential
assessment centre followed up with comprehensive,
competency based feedback, executive coaching and
mentoring in order to support development towards partnership.
In addition we also offer other training and development
initiatives to support individuals;
Our personal and management development courses provide
a variety of courses that allow employees to tailor their
own development based on their personal needs both in
their current role and as they progress through different
roles during their career. This suite of courses is designed
and delivered by our in-house learning and development
managers using accelerated learning techniques. Residential
training includes line management, assignment and task
management and personal effectiveness for managers. In
addition, there is an array of one day courses including

presentation skills, time management, appraisal skills and
business development courses.
The firm is committed to developing a mentoring culture
and supporting our mentors and mentees to make this
relationship work. We believe that everyone deserves
to have someone in the business in addition to their line
manager guiding and supporting their career journey.
Alongside this coaching is utilised to unlock the potential in
our people to maximise their performance and contribute to
the future success of the firm. To achieve this we undertake
on-the-job coaching to build skills and abilities in existing
roles, development coaching to support future progression
and behavioural coaching to achieve long term, significant
change through enhanced self-awareness.
As part of our on-going student development programme,
we offer eligible students the opportunity to complete their
Gold Award with Duke of Edinburgh. This is a fantastic
opportunity for both personal and professional development
We offer a number of secondment opportunities to clients,
industry, different internal faculties and international secondments.
These secondments contribute to an individual’s personal
development by providing the opportunity to build internal and
external relationships and create networking and business
development opportunities. Secondments give employees a
greater depth of experience and understanding of clients and
our business, which can be drawn upon on their return.

Looking from the outside (an audit) invariably
identifies shortcomings on the part of the business
as well as guiding companies to ever better quality
of accounting.
RSM audit survey - The corporate accountant responsible to
the Board - Private Limited Business
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Ethics and independence
The firm has devoted a high degree of resource to training
in ethics, consistent with the publication of the FRC’s new
Ethical Standard.
Ethics materials are readily available to staff at all levels,
covering the external ethical obligations to which the firm
is subject. The firm has devoted a great deal of time and
resource to implementing the FRC’s new ‘Ethical Standard’.
This EU-driven regulation has given the firm the opportunity
to carry out work on behalf of clients that was not possible
previously and also introduces some very detailed rules
on professional independence that required staff to be
trained on. All partners and staff have received training on
the revisions to the Ethical Standard and the consequential
amendments to the firm’s policies. Many of the key messages
were also reinforced at the audit workshops that were held
in the last quarter of 2016 which all audit partners and
personnel attended. The changes applicable to listed and
public interest entities were also reinforced during the annual
listed update which again was held in the last quarter of 2016.
The Ethics Toolkit (an intranet-based, one-stop facility for all
staff), and the firm’s ethical policies, have been updated.
Ethics partner, ethics team and panel
Ensuring firm compliance is the Ethics Partner, Tom McMorrow,
the Ethics Panel and the Ethics Team. Audit is represented
on the Ethics Panel by an RI appointed by the Management
Board. The Ethics Panel was set up to act as a custodian of
the ethical policies, their contemporariness, and to assess
the ethical ‘tone at the top’ of the firm across all of its multidisciplinary activities.
The Ethics Partner keeps members of the Panel informed
on operational and policy related issues, and briefs its
members on his expectations across all of the service lines.
The Terms of Reference of the Panel acknowledge the Ethics
Partner’s entitlement to determine any matter related to
the taking on, continuation of, and disengagement from
an audit engagement for ethical reasons, an entitlement
underscored by the Ethics Partner’s own Terms of Reference.
The Ethics Partner prepares and distributes the agenda for
Panel meetings. The Ethics Partner also chairs the firm’s
Public Interest Committee which is the body that oversees
the firm’s compliance with the Audit Firm Governance Code, and
issues an Ethics Newsletter to staff and partners, highlighting
specific issues that may have been identified by the firm’s
QAD function or otherwise.

Responsibility for decisions on the operational application
of the firm’s ethical policies lies with the Ethics Partner,
assisted by the Ethics Team. It is the Ethics Partner’s
function to act as the ultimate arbiter of the application
of the ethical codes to any given set of circumstances
and all partners and audit staff are apprised of the need
to consult the Ethics Team on any issue, particularly of
interpretation, that they are unclear about.
In addition to the above, there are internal reviews of
independence practices. Each year a summary report
in relation to the ‘fit and proper’ and the independence
declarations that all principals and staff need to make is
provided to the Ethics Partner.
Policies and procedures
The firm has well-established systems and procedures in
place to help safeguard the objectivity of staff and avoid
conflicts of interest, whilst complying with ethical and other
applicable standards.
Partners and staff are required to declare financial interests
held by themselves, members of their immediate or close
family or in their capacity as trustee in any client or affiliate.
Similarly, policies are in place providing guidance on business
relationships and the purchasing of goods and services in
the normal course of business. The annual declarations
completed by staff, partners and consultants are monitored
for any change in business relationships.
Compliance with the firm’s audit rotation policy is monitored
and is applicable to all audit partners and senior members of
staff involved in an audit.
There are clear guidelines for dealing with gifts, hospitality
and sponsorship so that any self-interest threat is avoided
and objectivity is not impaired. The firm has a clear and
extensive gifts and hospitality policy in place to determine
whether or not a gift or hospitality should be accepted.

RSM UK Audit LLP services the small and medium-sized
enterprise sector whose individual enterprises benefit from
having access to the services that the RSM group provides.
Though clients benefit from the availability of expertise
across the RSM group, access to non-audit services is
subject to compliance with the Ethical Standards, and in
particular, the firm’s insistence that the remuneration of
audit staff cannot be determined by reference, even in part,
to non-audit fees provided to audit clients. Contingent fees
are not permitted for any project where the firm is required to
give an independent opinion.
Client acceptance and continuation procedures are extensive
and intended to identify any particular circumstances of a
given client that might cause an insuperable threat to auditor
independence. In such a situation, the firm will not take on or
continue the engagement. Before engagement, all potential
assignments are subject to completion of an on-line Client
and Engagement Acceptance Programme, including a Conflict
Threat Assessment, designed to identify any such threats in
discharging a particular engagement together with details
of any necessary safeguards required to be applied. Details
of the threats and safeguards are reviewed and approved by
the relevant assurance partner prior to the acceptance and
commencement of the engagement.
Within each QA file review, checks are made by QAD on
identifying threats to auditor independence and other
conflicts of interest, or other potential non-compliance
with the Ethical Standards, and on the completeness of the
associated reporting to those charged with governance in
the Audit Plan and subsequent Audit Findings Report.
If a QA review finds an apparent non-compliance with the
Ethical Standards, any necessary actions are agreed with
the individual(s) concerned and the AMT. The details are
then reported to the Ethics Partner, to consider whether any
further action is required.
Staff Training
Mandatory relevant computer based training (CBT) programmes
are periodically required to be completed by all staff, with 100%
completion rate achieved. Whilst this training should act as a
refresher to staff, most CBTs include an assessment which
staff are required to pass to register their completion. Any
failure results in a repeat assessment, with a fresh set of
questions, until a pass is achieved.
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Client and financial information

Partner remuneration

Audit clients within AQR scope as at 31 March 2017 where RSM UK Audit
LLP issued an audit report in the period 1 April 2016 to 31 March 2017.

It is our firm belief that audit quality is best improved by imbuing in partners the ethos that
audit quality is at the core of all that we do.

•• CML Microsystems plc

•• Regional REIT Limited

•• Discovery Education plc

•• Restore plc

•• London and Associated Properties plc

•• Retail Charity Bonds plc

•• Phoenix Spree Deutschland Limited

•• Saffron Housing Finance plc

•• Premiertel plc

•• Saffron Housing Trust Ltd

•• Puma VCT 8 plc

•• Saxon Weald Capital plc

•• Puma VCT 9 plc

•• Saxon Weald Homes Ltd

•• Puma VCT 10 plc

•• The SME Loan Fund plc (formerly GLI
Alternative Finance plc)

•• Puma VCT 11 plc
•• Puma VCT VII plc
•• Railway Enginemen’s Assurance Society Ltd

•• Treatt plc
•• Walsall Housing Group Ltd
•• WHG Treasury plc

FINANCIAL INFORMATION
The turnover of RSM UK Audit LLP represents amounts chargeable for professional services provided
during the period. It comprises the net chargeable amount of time spent by the partners and staff of
RSM UK Audit LLP in providing audit and assurance services; an allowance for time spent on audit and
assurance services by partners and staff of other RSM group entities; an allowance for time spent by
the partners and staff of RSM UK Audit LLP on services provided by other RSM group entities; and
disbursements. Unaudited turnover of RSM UK Audit LLP for the financial year to 31 March 2017 was £79
million (£76 million for year ended 31 March 2016).
RSM UK Audit LLP’s most recent audited accounts, for the year ended 31 March 2016, can be found at
www.rsmuk.com/financialstatements2016 This provides the information required in the Voluntary Code
of Practice on Disclosure of Audit Profitability. The 2017 financial statements are currently being audited
and will then be available on our website.
Audit fees billed for the year ended 31 March 2017, exclusive of disbursements, were £72.5 million (£67.9
million for year ended 31 March 2016), of which £69.2 million (£64.4 million for year ended 31 March 2016)
related to statutory audit work.

A partner’s performance is assessed by reference to his or her individual role, contribution
and adherence to standards.
The partner group comprises both national and general partners with similar, but not identical,
remuneration structures. Both national and general partners receive a notional basic (market)
salary and are eligible to participate in the partner bonus plan. Elements of the bonus can be
awarded at local office, regional or national level.
National partners are also participants in an additional bonus pool which comprises the
residual profits for the year (after notional salaries and bonuses). This is based on a variable
‘lock step’ mechanism. The remuneration of general partners (who comprise over half of
the partner group) is charged directly to the relevant trading LLP within which they operate.
National partner remuneration costs are charged to RSM UK Group LLP, the corporate
member of the trading LLPs.
In addition, all partners are eligible to become shareholders in RSM UK Holdings Limited and
accordingly will receive dividends when declared and paid.
An appraisal system is applied to all partners and, in the case of audit partners, audit quality
criteria must be considered, both in the review of past performance, and in the objectives
for the following year. Other criteria included within the appraisal system are business
development, client development, technical skills, management skills, staff development
and financial performance. The relative importance attached to each of these criteria is
dependent upon the partner’s role within the firm but the appraisal system and the partner’s
objectives are designed to play to a partner’s particular strengths.
For audit partners, success in selling non-audit services to the entities they audit
is specifically excluded from performance evaluation criteria and from decisions on
remuneration. Contributions to improving audit quality, on the other hand, are specifically
included in the criteria for assessing and remunerating audit partners.
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rsmuk.com
The UK group of companies and LLPs trading as RSM is a member of the RSM network. RSM is the trading name used by the members of the RSM network. Each member
of the RSM network is an independent accounting and consulting firm each of which practises in its own right. The RSM network is not itself a separate legal entity of any
description in any jurisdiction. The RSM network is administered by RSM International Limited, a company registered in England and Wales (company number 4040598)
whose registered office is at 50 Cannon Street, London EC4N 6JJ. The brand and trademark RSM and other intellectual property rights used by members of the network
are owned by RSM International Association, an association governed by article 60 et seq of the Civil Code of Switzerland whose seat is in Zug.
RSM Corporate Finance LLP, RSM Restructuring Advisory LLP, RSM Risk Assurance Services LLP, RSM Tax and Advisory Services LLP, RSM UK Audit LLP, RSM UK Consulting LLP,
RSM Employer Services Limited, RSM Northern Ireland (UK) Limited and RSM UK Tax and Accounting Limited are not authorised under the Financial Services and Markets Act 2000
but we are able in certain circumstances to offer a limited range of investment services because we are members of the Institute of Chartered Accountants in England and Wales.
We can provide these investment services if they are an incidental part of the professional services we have been engaged to provide. RSM Legal LLP is authorised and regulated
by the Solicitors Regulation Authority, reference number 626317, to undertake reserved and non-reserved legal activities. It is not authorised under the Financial Services and
Markets Act 2000 but is able in certain circumstances to offer a limited range of investment services because it is authorised and regulated by the Solicitors Regulation Authority
and may provide investment services if they are an incidental part of the professional services that it has been engaged to provide. Baker Tilly Creditor Services LLP is authorised
and regulated by the Financial Conduct Authority for credit-related regulated activities. RSM & Co (UK) Limited is authorised and regulated by the Financial Conduct Authority to
conduct a range of investment business activities. Whilst every effort has been made to ensure accuracy, information contained in this communication may not be comprehensive
and recipients should not act upon it without seeking professional advice.
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