














BIG FOUR FIRMS

Analysis of Big 4 Income (2004)

O Audit Fee Income
(£m)

B Fee Income from
Non- Audit work to

52% Audit Clients

OFee income from
Non-Audit work to
Non-Audit Clients

Chart 20

Analysis of Big 4 Income (2005)
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Analysis of Big 4 Income (2006)
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NON BIG FOUR FIRMS WHO AUDIT UK PUBLIC INTEREST
ENTITIES

Analysis of Non Big 4 Fee Income (2004)
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Analysis of Non Big 4 Fee Income (2005)
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Analysis of Non Big 4 Fee Income (2006)
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Growth of Total Fee Income:

Table 21 shows the growth rate of total fee income between 2003 and 2006 for
many of the largest registered audit firms with clients who are defined as UK
public interest entities. This information is split further between the Big 4 audit

firms and the largest firms outside the Big 4.

2005 - 2006

2004 — 2005

2003 - 2004

Percentage growth
rate of total fee
income for the
largest registered
audit firms with UK
public interest
entities as clients®

14.51

12.77

5.79

Percentage growth
rate of total fee
income for the Big 4
firms

14.23

13.56

4.66

Percentage growth
rate of total fee
income for the non
Big 4 firms

15.72

9.41

10.81

Table 21

e The overall growth rate of total fee income has been increasing over time.
The large jump in total fee income between 2004 and 2005 reflects the
percentage growth of total fee income of the Big 4.

e The percentage growth rate for the Big 4 firms between 2004 and 2005 is
greater than that of the non Big 4.The percentage growth rate for the non
Big 4 firms between 2003 and 2004 is more than double that of the Big 4.

e The growth rates for both Big 4 firms and non Big 4 firms were particularly
strong for 2006 compared with 2005. During this period audit fee income
has increased in part as a result of work related to IFRS and ISAs.

% This is based on the information which firms provided to the Oversight Board, and which is shown in the
detailed tables on fee income of major audit firms. A few firms did not provide the information.
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Audit Fee Income per Responsible Individual:

Table 22 illustrates audit fee generated per Responsible Individual (RI) for 2004
to 2006. This information is split further between the Big 4 audit firms and the
largest firms outside the Big 4.

£M 2006 2005 2004

Audit fee income per
RI for largest
registered audit 0.96 0.89 0.89
firms with UK public
interest entities as
clients®

Audit fee income per
RI for the Big 4 firms 1.47 1.35 1.13

Audit fee income per
RI for the non Big 4 0.43 0.40 0.39
firms

Table 22

¢ Audit fee income generated per responsible individual has grown between
2004 and 2006. The increase in 2006 may be explained in part by the
implementation of IFRS and ISA’s resulting in higher audit fees.

e The audit fee income generated per responsible individual for the Big 4
firms and non Big 4 firms has been rising steadily.

% This is based on the information which firms provided to the Oversight Board, and which is shown in the
detailed tables on fee income of major audit firms. A few firms did not provide the information.
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CONCENTRATION OF LISTED COMPANIES’ AUDITS YEAR ENDED 2006
(By Number of Listed Clients - FTSE 100, FTSE 250, Other Main Market and AIM)

Firm Name Structure Year End No of Audit No of FTSE No of FTSE No of Other No of AIM
Clients 100 Audit 250 Audit Main Audit
Clients Clients Market5” Clients
Audit
Clients
PricewaterhouseCoopers LLP 30-Jun-06 21,000 42 78 87 70
KPMGS58 LLP 30-Sep-06 15,887 23 44 173 93
Deloitte & Touche LLP 31-May-06 16,5029 195 6159 2185 85%9
Ernst & Young LLP 30-Jun-06 5,500 16 43 329 29
BDO Stoy Hayward LLP 30-Jun-06 6,356 1 4 31 131
RSM Robson Rhodes LLP 30-Apr-06 3,000 €0 0 1 39 33
Begbies Chettle Agar®! Partnership 31-Mar-06 94 0 1 1 0
Baker Tilly Partnership 31-Mar-06 7,346 0 0 33 135

>" Main market refers to UK stock exchange

% Includes both KPMG LLP and KPMG Audit Plc

% Figures reported as at 31 October

% Figure estimated

¢ Name changed to Begbies Chettle Agar with effect from 1% April 2006
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CONCENTRATION OF LISTED COMPANIES’ AUDITS YEAR ENDED 2006
(By Number of Listed Clients - FT'SE 100, FTSE 250, Other Main Market and AIM)

Firm Name Structure Year End No of Audit No of FTSE No of FTSE No of Other No of AIM
Clients 100 Audit 250 Audit Main Audit
Clients Clients Market>? Clients
Audit
Clients
Grant Thornton LLP 30-Jun-06 9,000 62 0 0 30 169
PKF (UK) 63 LLP 31-Mar-06 2,734 0 0 23 44
Kingston Smith LLP 30-Apr-06 1,572 0 0 11 20
Nexia Smith & Williamson Audit 6 Company 30-Apr-06 1,442 0 0 4 38
Group of
UHY Hacker Young Partnerships 30-Apr-06 1,790 0 0 4 23
Moore Stephens LLP 30-Apr-06 1,400 0 0 4 13
Scott Moncrieff Partnership 30-Apr-06 484 0 0 4 3
Scottish
Chiene & Tait Partnership 30-Sep-06 356 0 0 4 0
Chantrey Vellacott Partnership 30-Jun-06 779 0 0 3 12

82 Figure estimated

% PKF became PKF (UK) LLP on 1% April 2005
% Name changed to Nexia Smith & Williamson Audit on 1% May 2006. Nexia Smith & Williamson Audit merged with Soloman Hare.
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CONCENTRATION OF LISTED COMPANIES’ AUDITS YEAR ENDED 2006
(By Number of Listed Clients - FT'SE 100, FTSE 250, Other Main Market and AIM)

Firm Name Structure Year End No of Audit No of FTSE No of FTSE No of Other No of AIM
Clients 100 Audit 250 Audit Main Audit
Clients Clients Market5” Clients
Audit
Clients
Saffery Champness Partnership 31-Mar-06 820 3 9
Horwath Clark Whitehill LLP 31-Mar-06 2,243 2 26
CLB Littlejohn Frazer Partnership 31-May-06 1,040 2 15
Jeffreys Henry LLP 30-Apr-06 167 2 13
Tenon Audit Limited Company  30-Jun-06 1,671 1 6
Menzies Partnership 31-Mar-06 700 1 4
Mazars LLP 31-Aug-06 1,900 0 10
Macintyre Hudson LLP 31-Mar-06 NA® 0 4
HLB Vantis Audit plc Plc 31-May-06 1,656 0 9
Bentley Jennison Partnership 31-Dec-06 1,440 0 5
Wilkins Kennedy Partnership 30-Apr-06 528 0 2

% Not Available
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CONCENTRATION OF LISTED COMPANIES’ AUDITS YEAR ENDED 2006
(By Number of Listed Clients - FT'SE 100, FTSE 250, Other Main Market and AIM)

Firm Name Structure Year End No of Audit No of FTSE No of FTSE No of Other No of AIM
Clients 100 Audit 250 Audit Main Audit
Clients Clients Market>? Clients
Audit
Clients
Cooper Parry LLP 30-Apr-06 585 0 0 0 1
Johnston Carmichael Partnership 31-May-06 318 0 0 0 0
James Cowper Partnership 30-Apr-06 308 0 0 0 0
DTE Limited Company  30-Apr-06 190 0 0 0 0
Armstrong Watson Partnership 31-Mar-06 NAS®6 NA NA NA NA
Table 23

% Not Available
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Concentration of Listed Companies’ Audits

Table 24 illustrates the percentage of the number of audits undertaken by the
Big 4 firms, the next 5 firms (based on fee income from audit) and other audit
firms for UK equity listed companies as at 31 March 2005, 31%' March 2006 and
28" February 2007.

BIG 4 NEXT 5 Others
% % %
28/02/07] 31/03/06] 31/03/05] 28/02/07| 31/03/06{ 31/03/05] 28/02/07{ 31/03/06{ 31/03/05
FTSE 100 100.0 99.0 100.0 0.0 1.0 0.0 0.0 0.0 0.0
FTSE 250 96.7 96.4 96.8 2.8 3.2 2.0 0.5 0.4 1.2
Other Main Market 73.8 77.2 78.7 18.7 15.7 14.5 7.5 71 6.7
All Main Market 81.8 83.0 83.5 13.1 11.9 11.2 5.1 5.1 5.3
Table 24

Source: Audit Inspection Unit

Note: Due to changes in market constituents and factors such as share suspension the table above is not
entirely comparable year on year but fairly illustrates the underlying levels and trends of auditor

concentration.
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NUMBER OF FIRMS REGISTERED WITH RECOGNISED
SUPERVISORY BODIES

No of Principals’ in ACCA ICAEW ICAI ICAS TOTAL
Firm

1 1,954 2,481 666 127 5,228
2-6 744 2,115 339 148 3,346

7-10 37 146 12 17 212

11-50 6 105 10 7 128

50+ 0 12 1 1 14
Total as at 31.12.06 2,741 4,859 1,028 300 8,928
Total as at 31.12.05 2,968 5,193 1,044 343 9,889
Total as at 31.12.04 3,053 5,475 1,048 374 9,950
Total as at 31.12.03 3,083 6,336 1,046 423 10,888
Total as at 31.12.02 3,112 6,478 1,044 453 11,087
Total as at 31.12.01 2,975 6,671 1,044 482 11,172

Table 25

e A large number of sole practitioners and small firms continue to offer audit
services in the UK and ROI, despite a 12% decrease across all bodies in
2006

e Overall, the number of firms registered to carry out statutory audit in the
UK decreased in 2006 by 10% in 2006. However, between 2001 and 2006
there has been a 20% fall in the number of registered auditors. The
overall fall in the number of registered firms reflects the increase in the
audit threshold, and the corresponding decrease in the number of firms
requiring audit registration, and also mergers between audit firms.

Note

1. Principals = partners in a partnership; members in an LLP; directors in a company.
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Table 26 analyses fee income of audit firms registered with the ICAEW by size. Note this
information is solely for firms registered with the ICAEW.

Audit Firms Registered with ICAEW (December 2006)

Average Total Fee Fee Income Per

Firms ranked by size Income (£K) Pz(igt}?)er

1to 4 1,268,802 2,004
5to 10 113,430 878

11 to 30 12,350 409
31to 100 6,366 442
101 to 500 2,959 403
501 to 1000 737 222
1001 to 2000 580 281
2001 to 3000 204 185
3000 to 4000 207 207
4001+ 143 143

Table 26

Table 26 shows the concentration of the largest firms with regard to total fee income and
supports the data included in tables 18-20. Over 90% of the total fee income as at 31°
December 2006, of firms registered with the ICAEW is attributable to the Big 4.
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