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INTRODUCTION

FROM THE MANAGING PARTNER

Welcome to BDO’s 2016 Transparency Report. The market is changing not just within the audit
profession but across international borders in response to the globalisation of businesses, changing
regulation and demands for increased transparency within the marketplace. This report outlines how
we are responding to ensure we deliver high quality audits, through the promotion of excellence in
quality and our people.
In recent years our focus has been on quality in the
audit market and ensuring consistency through
excellent service delivery. The approach to audit
has become increasingly focused on the quality
of processes, reporting and independence. As a
leading adviser to the mid-market it is important
that the level of regulation for these entities needs
to be proportionate.

We are active supporters of the audit reform
agenda. Our priority is for reform within the
profession which benefits clients through more
choice and improved standards. New requirements
for tendering and rotation have a direct impact on
auditor independence which can, if managed well,
contribute to increased confidence and trust in
audit.

We have seen steady growth in our tax and
advisory businesses, both in Ireland and in
leveraging our extensive international network.
This growth is set to continue, in part due to the
widening of the non-audit services market and the
implementation of the EU Audit Reform but also
through our strong reputation for providing diverse
services to businesses across a range of industries.

Audit is fundamental to our business and a key
focus, however reputation risk does not derive
solely from audit, and as such, we consider public
interest in all services we provide, whether to
audit or non-audit clients. This report outlines the
procedures BDO undertake to ensure quality and
to provide an insight into the role of Transparency
within our Firm.

MICHAEL COSTELLO

MANAGING PARTNER
31 May 2016
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REPORT FROM THE HEAD OF AUDIT

Excellence in quality is the core foundation of the firm’s vision to provide exceptional client service.
There are many challenges facing the auditing profession right now and into the future, but we
believe this brings opportunities for BDO to be a leader in the mid-market.

Innovation in our approach to audits is fundamental.
It is not sufficient merely to meet the auditing
standards, auditors should continually ask
themselves “what more can be done?”, not only
to support the firm’s goal of delivering exceptional
client service, but to meet our wider responsibility
to improve confidence in the markets and to meet
the needs of all stakeholders.

STEWART DUNNE

HEAD OF AUDIT
31 May 2016

Towards the end of 2015 we had review visits from
both the Chartered Accountants Regulatory Board
(CARB) and BDO International’s (BDOI) Global
Quality & Risk Management Team. I am pleased to
say the results for both these Audit Quality Reviews
(AQR) show a continued improvement in audit
quality. In summary:
• The CARB review graded the firm Category B
and concluded that the firm’s audit registration
should continue without any restrictions or
conditions.

Audit Partners and the Leadership Team. We are
proud of the hard work of our audit partners and
staff in achieving these standards. High standards
are not achieved by chance and can only be
maintained through the continued hard work and
dedication of our audit teams.
However, there is no room for complacency. Both
the firm’s own internal quality control procedures
and the AQR have identified improvements that
are still needed in some areas and the firm remains
committed to achieving these.
Improvements in internal monitoring for 2016
To support our goal of continual improvement
of audit quality we have reviewed and revised
our internal audit quality review process. We
have moved from a blunt pass/fail standard, to a
grading methodology akin to that used by external
Regulators. This will enable us to compare our
monitoring process more directly with those of
external Regulators.

• The BDOI review found that we met the
requirements on the assessed components of
audit quality and all files selected for review
received the highest grading.

We are also developing our process for identifying
and evaluating root causes to ensure that the actions
arising out of the AQRs are more accurately focused.

We are committed to making continuous
improvements to audit quality, a key focus of the

In addition to the cold file reviews, our internal
review team will perform thematic reviews on an
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but to meet our wider responsibility to improve
confidence in the markets and meet the needs of
stakeholders.

BDO ADVANTAGE
Fundamental to an innovative audit approach
is the use of technology, we continue to invest
to address
issues
raised
our staff/
ad
hoc basis
heavily
in BDO
Advantage
which
willby
revolutionise
teams; our
and/ or But
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management
the way we complete
ourclients;
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The
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and the documentation
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on its application
by the audit team
interpretation and understanding of the results it
generates. Therefore in addition to investing in the
technology we invest heavily in the training of our
audit teams.

AUDIT QUALITY CORNERSTONES
Hand in hand with the challenge of deploying new
technology, we are taking the opportunity to up
skill our people, to equip them to utilise tools to
gain real insights into the business of our clients;
revisit the application of professional standards
to our audits, enhance our understanding and the
value of
the procedures
adopted and support Audit
Audit
Quality
Cornerstones
Committees
in their governance
the
Hand
in handand
withBoards
the challenge
of deployingofnew
company. we are taking the opportunity to up
technology,
skill
people,
to Cornerstones
equip them toare
utilise
tools
to
Our our
Audit
Quality
shown
below.
gain real insights into the business of our clients;
revisit the application of professional standards
to our audits, enhance our understanding and the
value of the procedures adopted and support Audit
Committees and Boards in their governance of the
company.
Our Audit Quality Cornerstones are shown below.

MINDSET

KNOWLEDGEABLE, SKILLED
PEOPLE

• Scepticism

• Knowledge of the business

• Independent

• Intelligent application of
auditing standards

• Focus on the shareholder as user
• Robustness and moral courage.

• Intelligent application of
accounting standards
• Understanding of the control
environment.
AUDIT QUALITY
CORNERSTONES

DILIGENT PROFESSIONAL
JUDGEMENTS
• How to assess - benchmarking
• Where to focus - risk-based
approach
• How to test - audit strategy
• What to test - materiality and
scope.

HIGH QUALITY AUDIT OUTPUTS
• Audit reports
• Management letter
• Audit Committee Reports
• Top quality financial statements.

BDO
Advantage
utilises
innovative
technology
that will
revolutionise
our audit
approach
SCOTT KNIGHT
HEAD OF BUSINESS
ASSURANCE
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Audit quality indicators
Audit quality is of paramount importance to us as
a firm. In common with any industry sector coming
out of a long period of recession, the accountancy
profession is not immune to a shortage of available
skills in the recruitment market. In response, we
are welcoming our largest intake of graduates and
interns since before the financial crisis, who we feel
sure can embrace our new technologies, tools and
practices, utilising them to their fullest potential.
In addition we are continually seeking ways to
improve our audit process to increase efficiency and
effectiveness and are currently undertaking a number
of initiatives which include utilising technology and
focusing on our audit quality cornerstones.
We maintain our quality standards by adhering to
the guidance in BDOI’s Audit Quality Framework
which identifies six internal drivers of audit quality:
1. Leadership responsibility for quality within the
firm
2. Acceptance and continuance of client
relationships and engagements
3. Skills and personal qualities of engagement
partners, engagement team and other firm
personnel
4. Engagement performance
5. Internal monitoring and continuous improvement
6. Communications with those charged with
governance.

Our firm’s system of internal quality control is
designed to provide reasonable assurance that the
firm, its partners and staff comply with professional
standards and regulatory and legal requirements
and that audit work is performed to a consistently
high standard.
The firm considers that our systems are compliant
with all applicable standards, such as the IAASB’s
International Standard on Quality Control 1 (ISQC1),
and, where relevant, best practice frameworks
including the FRC’s Audit Quality Framework.
There have been a number of significant
regulatory changes in the past year including the
implementation of the Companies Act 2014 and
the new financial reporting framework within FRS
101 and 102. We have put in place procedures to
ensure we address these changes. With future
changes planned for Audit Reform in 2016 and
beyond, we are fully prepared to support all changes
and ensure quality remains at the forefront of each
and every audit carried out by our firm.
Our values represent the principles we are
committed to upholding now and in the future.
They define what we stand for as a firm, and are
there to guide us in our day-to-day work and
decisions. Our four Core Values complement each
other and are all equally important.
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LEGAL STRUCTURE AND OWNERSHIP

The Irish firm of BDO (“the Firm”) is an Irish
registered partnership formed under the
Partnership Act 1890 which is wholly owned by
the partners in the Firm. At 29 February 2016 there
were 31 partners.
BDO employs over 360 staff and operates from
offices in Dublin and Limerick. The principal
services provided by the Firm are Audit, Advisory
(comprising Corporate Finance, Business
Restructuring and Forensic Accounting) and Tax.
These business streams have dedicated teams of
partners and professional staff nationwide tailoring
high quality business solutions for their clients.
The Firm also operates and controls a number
of corporate entities regulated directly by the
Central Bank of Ireland providing specialist financial
services and advice.
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NETWORK

BDO is a member firm of BDO International.

Legal and structural arrangements in the network

Description of the network

Each BDO Member Firm is a member of BDO
International Limited, a UK company limited by
guarantee, either as a voting member (one per
country) or a non-voting member.

The BDO network is an international network of
public accounting firms, the BDO Member Firms,
which perform professional services under the
name and style of BDO. BDO is the brand name
for the BDO network and all BDO Member Firms.
‘BDO’ and ‘BDO International’ are trademarks
of Stichting BDO. Stichting BDO is a Dutch
Foundation whose registered office is in Eindhoven.
The objects of the foundation are:
–– to promote high standards of auditing,
accountancy, financial, fiscal and business
advice throughout the world by the use
of the business name ‘BDO’ and the
development of the BDO network
–– to own and protect any and all rights
to the name BDO its accompanying
logos and styles and any other
intellectual property and rights and
–– to grant licenses to use the BDO name.

The BDO network is governed by the Council,
the Policy Board and the Executive (or Global
Leadership Team) of BDO International Limited.
The rights and obligations of the BDO Member
Firms are set out in the Articles of Association and
the Regulations of BDO International Limited, as
well as in the membership agreements, signed by
member firms prior to joining the BDO network.
The BDO Member Firms are exclusively licenced to
use BDO’s intellectual property rights for the
provision of professional services in their territory.
This includes the BDO brand as well as BDO
software, in particular the BDO Audit Processing
Tool.
Service provision within the international BDO
network of independent member firms is
coordinated by Brussels Worldwide Services BVBA,
a limited liability company incorporated in Belgium
with its statutory seat in Zaventem.
Each of BDO International Limited, Brussels
Worldwide Services BVBA and the member firms of
the BDO network is a separate legal entity and has
no liability for another such entity’s acts or
omissions. Nothing in the arrangements or rules of
BDO shall constitute or imply an agency
relationship or a partnership between BDO
International Limited, Brussels Worldwide Services
BVBA and/or the member firms of the BDO
network.
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BDO International Limited and Brussels Worldwide
Services BVBA do not provide any professional
services to clients. This is the sole preserve of the
BDO Member Firms.
BDO is a registered trademark of Stichting BDO, a
Dutch foundation, and is the brand name for the
BDO network and all BDO Member Firms.
In order to join the BDO network, a firm must have
the capability to offer the minimum core services,
including audit, tax and advisory services, adequate
risk management and insurance provisions and a
high standard of professionalism and ethics. They
should also demonstrate independence, local
distinctiveness and knowledge and have a proven
reputation with domestic professional bodies.
The admission of a firm to the BDO network is
subject to a thorough preadmission review and a
positive recommendation by the CEO and the
respective Regional CEO to the Global Board,
which formally approves the admission of a
candidate firm to the BDO network.
The BDO network is governed by the Council, the
Global Board and the Executive of BDO
International Limited.
The global aggregated turnover for BDO Member
Firms (including their exclusive Alliances) in 154
countries for the year ended 30 September 2015
was in excess of €6.38 billion. Partner and staff
numbers at 1 December 2015 were 64,300 in more
than 1,400 offices.

Each BDO Member Firm is an independent legal
entity and profits are not shared between member
firms. All BDO Member Firm client engagements –
whether for domestic work, referred work from
other firms in the network, or international work
sourced from non-BDO sources – are conducted in
the name of the local BDO Member Firm.
Membership of the network confers certain rights
on BDO Member Firms, as well as certain
obligations. Rights include the use of the BDO
brand, including the network name and logo,
the ability to refer work to and from other BDO
Member Firms and a wide range of resources.
Obligations include the capability to offer the
minimum core services, including accounting and
auditing, taxation and specialist advisory services,
and a high standard of professionalism and ethics.
An International Liaison Partner in each member
firm facilitates international referrals and the
smooth running of projects and relationships to
ensure clients receive an integrated service. At
a national level, Country Co-ordinating Partners
provide in-depth knowledge of the people and
issues in individual countries.
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THE GOVERNANCE STRUCTURE OF THE IRISH FIRM

The Firm is committed to the implementation and
application of the highest standards of corporate
governance. The audit function is an integrated part
of the Firm and is subject to the same governance
structure as all other business segments of the
Firm.
The Irish Audit Firm Governance Code (“the Code”)
was issue by the Chartered Accountants Regulatory
Board (“CARB”) in June 2012. The Code is applicable
to audit firms that audit public interest entities
which are defined in the Code as entities registered
in the Republic of Ireland which are within the
scope of SI 277 of 2007: Transparency (Directive
2004/109/EC) regulations 2007, as amended.
The objective of the Code is to provide a template
which boards and shareholders can use to assess
a firm’s governance procedures. One of the key
elements of the Code is the principle that audit
firms should appointment independent nonexecutives within their governance structures.
This is consistent with best practice governance
within many types of organisation and should in
this instance provide a basis for enhanced dialogue
between stakeholders and audit firms.

Officer of Ryanair, as Non-Executive Chairman of
the Firm. As Chairman, Howard’s primary role is to
ensure that the partnership is effective in its tasks
of setting and implementing the Firm’s direction
and strategy. He also oversees the public interest
aspects of the Firm’s decision making, stakeholder
dialogue and management of the reputational risks
including those in the Firm’s businesses that are not
otherwise effectively addressed by regulation.
The Firm is led by the Managing Partner who is
elected by the partners and serves a three year
term. The Managing Partner is responsible for
developing and implementing the policies and
strategies of the Firm and for its direction and
management. He is responsible to the partners of
the Firm and provides regular business updates
on strategy and development to all partners at
monthly meetings.
Along with the Managing Partner there are a
number of other bodies which deal with key aspects
of governance within the Firm which are:
– the Leadership Team
– the Partnership Committee

In compliance with the Code the Firm has
appointed Howard Millar, former Chief Financial

– the Evaluation Committee
– the Risk Management Committee
– the Audit Committee.
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THE GOVERNANCE STRUCTURE OF THE IRISH FIRM

Leadership Team:

Partnership Committee:

The composition of the Leadership Team is
identified by the Managing Partner and is
comprised of the Managing Partner, and the Head
of each of the three internal Business Units. The
committee is supplemented on an ad hoc basis by
the Finance Partner.

The Partnership Committee comprises five partners,
being the Managing Partner, three partners elected
by the partners from Dublin & Limerick, and one
partner nominated by the Leadership Team and the
members serve for a three year period.

The function of the Leadership Team is to assist the
Managing Partner in developing and implementing
the policies and strategies of the Firm and meets
on a monthly basis. It is responsible for day to day
management of the Firm and for:
–– Risk management, compliance and
internal quality assurance matters.
–– Primary responsibility for setting
and monitoring adherence to the
firm’s financial budgets.
–– Ongoing financial management including
partners’ earnings, drawing and capital funding.
–– HR policy and procedures.
–– Business development initiatives.
–– Support other operational matters
including issues arising within the
support teams covering finance, HR,
marketing, IT and facilities.

The Partnership Committee meets on an ad-hoc
basis and is responsible for partnership matters
including the appointment and removal of partners,
development of new business areas and cessation
of existing business streams including any potential
mergers or business acquisitions, appointment
of the Managing Partner and changes in the
partnership agreement.

15

16

TRANSPARENCY REPORT

2016

THE GOVERNANCE STRUCTURE OF THE IRISH FIRM

Evaluation Committee:

Audit Committee:

This Evaluation Committee comprises the
Managing Partner together with four partners
elected by the partnership and the members of this
committee serve for a one year period.

In keeping with corporate governance best
practice the Partnership has decided that its
annual financial statements should be subject
to external scrutiny through a formal audit
process. As part of this process the Partnership
has set up a formal Audit Committee to
monitor the preparation and audit of the
financial statements.

The function of the Evaluation Committee is to
review the partner’s contribution to the Firm and
against specific criteria including quality of client
service, staff management and development and
contributing towards the financial success of the
Firm. The Evaluation Committee is also responsible
for recommending, subject to a vote of the overall
Partnership, the distribution of the Profit of the
Firm in accordance with the Partnership agreement.
Risk Management Committee:
The Partnership has established a Risk
Management Committee to ensure the
development and implementation of the firm’s
Risk Management Policy. The Committee is
responsible for implementing appropriate
procedures to identify, assess and manage risk
from a strategic and operational perspective,
monitoring the application of Risk Management
procedures and reporting to the Partnership as
necessary.
The membership of the Committee comprises
three Partners and the firm’s Compliance & Risk
Management Director.
Ultimate responsibility for risk management within
the Firm rests with the individual partners. The
Committee’s role is one of oversight, recognising
that the partners are responsible for executing the
firm’s risk management and related policies. The
Committee engages in appropriate communication
with staff on risk, risk policy and controls and
encourages a risk management culture throughout
the firm ensuring that risk is embedded as part of
the firm’s decision-making and operation.

The Audit Committee is appointed by the
Partnership and comprises a minimum of
three Partners with appropriate audit and
financial reporting qualifications. Each
member of the Committee will be appointed
for an initial period of three years which may
be extended thereafter.
The Audit Committee is responsible for the
firm’s annual financial statements and is
charged with the review, and challenge where
necessary, of the actions and judgments of the
Finance Partner and representatives from the
finance function in relation to the annual
financial statements. The Committee is also
responsible for appointing the external auditor
and monitoring the effectiveness of the audit
process.
The Committee reports to the Leadership
Team and the Partnership Secretary and on an
annual basis reports directly to the
Partnership on its activities.

2016

TRANSPARENCY REPORT

INTERNAL QUALITY CONTROL

17

4

18

TRANSPARENCY REPORT

2016

INTERNAL QUALITY CONTROL

The primary goal of BDO is to provide the highest
quality of service in accordance with the standards
of the public accounting profession. The Firm
recognises that ultimately such a goal is wholly
dependent on the calibre of our professional
staff. Quality within the Firm is the responsibility
of all personnel and the Firm strives to ensure
that it recruits, develops and retains motivated
professional staff and provides them with
appropriate leadership and direction to ensure that
the work carried out is of uniformly high quality.
The implementation of the Firm’s quality control
policies and procedures are vital to preserving the
Firm’s reputation, fulfilling its position of public
trust and maintaining the high standard of our
performance.
With regard to the provision of audit services, the
Firm complies with the International Standard on
Quality Control (UK and Ireland) 1 (“ISQC 1”) which
requires that the Firm has in place an appropriate
system of quality control for audits and reviews
of financial statements, and other assurance and

related services engagements. The Firm’s systems
reflect the Firm’s ambition to provide an unrivalled
service to its clients and to meet the requirements
of Irish law and professional standards issued by
Chartered Accountants Ireland (“CAI”) and overseas
regulators, where relevant.
The objective of ISQC 1 is for the Firm to establish
and maintain a system of quality control to provide
it with reasonable assurance that:
–– The firm and its personnel comply with
professional standards and applicable
legal and regulatory requirements; and
–– Reports issued by the firm or engagement
partners are appropriate in the circumstances.
The Firm also applies the principles identified in
ISQC 1 to other services provided by the Firm and
therefore many of the systems and procedures
operate across all parts of the business.
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INTERNAL QUALITY CONTROL

System of Quality Control
The Firm’s system of internal quality control can be
split into the following elements:
–– leadership responsibilities for
quality within the Firm
–– ethical requirements
–– acceptance and continuance of client
relationships and specific engagements
–– human resources
–– engagement performance
–– monitoring.
VALUES MATRIX

(a) Leadership responsibilities for quality
Quality control is dependent upon an
organisational structure which is inherently sound
and which clearly defines the responsibilities of the
various levels of management.
The Managing Partner, the Leadership Team and
the whole Firm are committed to quality work, the
public interest and the exercise and implementation
of sound professional judgement and values.
The Managing Partner has ultimate responsibility
for the Firm’s quality control systems across all
disciplines within the Firm. He is assisted with
this task by the Firm’s Leadership Team who are
committed to quality and have instilled within the
Firm a culture based on integrity and professional
and ethical values, where personnel are encouraged
to raise concerns where they see behaviour which
falls below or is inconsistent with our stated values.
Our values represent the principles we are
committed to upholding now and in the future.
They define what we stand for as a firm, and are
there to guide us in our day-to-day work and
decisions. Our four Core Values complement each
other and are all equally important.
The firm has clearly established responsibilities for
the Managing Partner, Senior Partners and other
senior personnel. The Managing Partner and the
Senior Partners are members of the Firm’s Leadership
Team which devises and implements the Firm’s
business strategy and manages operational issues.
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INTERNAL QUALITY CONTROL

Along with the Firm’s Leadership Team, the Head
of Risk Management and the Firm’s Head of
Audit reinforce the appropriate ‘tone at the top’
through a commitment to independence training
for professionals on Firm policy and professional
standards together with actions taken in cases of
non-compliance with such policies.

(b) Ethical requirements
The integrity of the Firm, and all personnel,
is paramount to the protection of the Firm’s
reputation and is a major contributing factor to the
continued success of the Firm.
The Firm’s initial guidance on ethical and
independence matters is included in the Employee
Handbook which is provided to all new staff
members on joining the Firm. The Firm is bound
by the ethical requirements of CAI, which
incorporates guidance on Integrity, Objectivity and
Independence, together with the Ethical Standards
issued by the Auditing Practices Board and, where
relevant, overseas regulators.
Annual declarations are made by all partners and
staff to confirm and monitor compliance with
relevant ethical requirements.
The Firm’s Managing Partner, Michael Costello, acts
as the Firm’s Ethics Partner and is responsible for
providing guidance and support on the application
of ethical standards to ensure that our professional
objectivity and independence is maintained.
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(c) Acceptance and continuance of client
relationships and specific engagements
Robust client and engagement acceptance
procedures play a pivotal role in the Firm’s ability to
deliver a professional and quality service to clients
and to protect the Firm and it’ reputation.
As a result the Firm has established policies and
procedures to determine whether to accept
or retain a client and whether to undertake a
specific assignment for that client. This enables
the engagement partner with the assistance of
the Head of Risk and Audit partners, as necessary,
undertake an evaluation of the prospective client.
This evaluation considers the risks related to the
prospective client and engagement, including
potential independence, conflicts of interest and
resources available to the Firm, and whether these
risks are manageable by the Firm. This enables the
Firm ensure that it only acts for clients where it is
satisfied that it can provide the appropriate high
level of service expected of the Firm and that the
Firm does not accept clients with which it should
not be associated.
Prior to accepting any engagement checks are
carried out to identify any potential conflicts which
may exists and impact on the client relationship or
the engagement.In the case of audit engagements
further procedures are carried out with regard to
the Firm’s independence, including identifying all
non-audit services which may have been provided
by the Firm or other Firms in the BDO Network.
In accordance with professional standards

and the Firm’s policies the Firm will decline a
potential client or engagement where conflict or
independence issues are identified which cannot
be resolved through the implementation of
appropriate safeguards.
The acceptance of all clients requires an approval
process that is appropriate to the perceived risk. All
prospective client evaluations require the approval
of the responsible engagement partner with highrisk clients requiring the pre-approval by the Risk
Management Committee.
All continuing relationships with clients are
reviewed regularly and evaluated to identify those
which may require additional evaluation
procedures and to identify those instances where
we should consider discontinuing our association
with the client.
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(d) Human resources
The quality of our work is directly dependent on
the quality of the individuals recruited and retained
by the Firm ensuring that we have the right people
with the appropriate skills and training to deliver
the required services to our clients.
Human resources are therefore a critical factor in
our ability to provide professional services. In order
to ensure that the Firm has sufficient staff with
the capabilities, competence and ethical standards
necessary to provide quality audits in accordance
with professional and legal requirements we
have established clear policies and procedures
addressing the following areas:
–– Recruitment
–– Career development and progression

continuing development of the Firm and the
ongoing provision of high quality service to our
clients.
All candidates applying for professional positions
are required to submit an application form and are
subject to a variety of selection processes.
The Firm’s policies and procedures are
communicated to new recruits upon joining the
Firm and they are reminded throughout their
time with the Firm of the Firm’s commitment to
delivering consistent high quality service to our
clients and of the Firm’s culture and values.
The hiring policies and procedures are regularly
reviewed by the Partner in Charge of the HR
department to determine if they are appropriate
and are operating effectively. Changes, if necessary,
to the quality control system are made based on
the results of such reviews.

–– Performance evaluation
Career development and progression
–– Capabilities and competence
–– Forecasting of staff requirements.
Recruitment
The policies and procedures for recruitment are
established to ensure that those employed possess
the appropriate characteristics to enable them to
deliver a high quality service and perform their
duties with professional competence. The Firm
seeks people with high levels of intelligence,
integrity and motivation to contribute to the

The Firm is committed to providing individuals
with the facilities to develop and maintain
the highest possible standards of competence
through its professional development program.
Continuing professional education is the keystone
of that effort and this commitment is carried
out through a variety of formal training courses,
emphasising appropriate policies and procedures,
complemented by specialised training together
with mentoring, on-the-job coaching and
supervision.
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INTERNAL QUALITY CONTROL

Policies and procedures for the advancement of
personnel are established to provide reasonable
assurance that the individuals selected will have
the qualifications, experience and technical
competence necessary to fulfil the responsibilities
they will be called on to assume. Generally there
is staff progression from a trainee level to senior
manager before a candidate will be considered for
admission to partnership. Individuals are promoted
to the next level only when they are prepared
for the increased responsibilities that promotion
entails.

Evaluations are completed on an assignment-byassignment basis at certain levels and also on an
annual basis at all levels. The factors evaluated
(which may vary by level) include professional and
technical competence, quality of work, leadership,
management, analytical and judgement skills.
Partners and managers involved in the appraisal
process receive appropriate training and instruction
to ensure that they are properly prepared to
provide relevant guidance and direction to staff to
assist them with their ongoing development within
the Firm.

Performance evaluation
Capabilities and competence
All staff members are subject to formal
performance appraisal, review and counselling on
a regular basis, in order to evaluate the level of
competence, monitor training and to help them
reach their full potential. Performance appraisal
includes a review of each individual's contribution
to the quality of service(s) provided by the firm and
the quality of their work.
The performance management process provides
information on an individual’s performance within
the Firm and requires an annual evaluation of his/
her prior year’s performance and goal setting for
future year's performance. A substantial part of
the process is completed through self-evaluation,
followed by a discussion with the appropriate
supervisor which will include a review of the
progress made on achieving the goals set at the
previous evaluation together with identifying
specific goals for the coming period.

All professional staff are required to comply with
the applicable professional rules and regulations
relevant to their qualification and area of expertise.
The Firm’s policies and procedures for assigning
personnel to engagements are designed such that
only those persons having adequate technical
proficiency and competence will perform the work,
taking into account its size, nature and complexity.
Knowledge of an individual’s technical proficiency
and competency is obtained by personal knowledge
of the relevant individual, reviewing evaluation
forms completed by his/her superiors on previous
engagements and, where necessary, discussions
with his/her superiors in relation to his/her
performance on previous engagements.
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Forecasting of staff requirements

(e) Engagement performance in the Audit stream

We recognise that ultimately it is the ability and
commitment of the partners and staff that really
makes a difference and enables us to deliver a
quality audit. Given this, our ability to attract the
right number of high quality people is of utmost
importance. We predict our requirements so as to
continue to service the firm’s clients and provide
sufficient capacity to enable our partners and staff
to develop the business.

Common approach
Our policies and procedures are designed to
ensure that audits meet all applicable professional
standards, regulatory requirements and that the
firm issues reports that are appropriate in the
circumstances. To achieve this and to ensure
consistency in the approach to auditing, the
firm has contributed to the development of the
common BDO Audit Approach (“APT”), related
software tools and other standard forms of
documentation. This approach is fully compliant
with International Auditing Standards and these
common processes are used by BDO Member
Firms.
In addition, the Firm’s policies and procedures
require all professionals to refer to the Firm’s
literature, authoritative literature or other sources
and consult, on a timely basis, with individuals
within or outside of the Firm, when appropriate
(e.g., when dealing with complex or unusual
accounting or auditing issues).
APT includes specific policies and procedures
relevant to the audit of groups including the use
of and reliance on other auditors, whether part of
the BDO Network or not, and the signing of group
audit reports.
Supervision and review
The Firm’s policies require all professional work
to be supervised by staff members who have
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appropriate knowledge and experience. The
personnel responsible for audit quality consist
of the engagement partner and the engagement
manager who are assigned responsibilities
commensurate with their experience and expertise.
It is the responsibility of the relevant partner to
ensure that related risks are identified and that
decisions are taken by those with an appropriate
level of experience. The relevant partner must
also ensure that professional work is carried out
efficiently and that it meets the Firm’s standards in
all respects.
The engagement partner is responsible for
finalising and signing the auditors' report on behalf
of the Firm and for applying the Firm's quality
control policies and processes to individual audit
engagements in an appropriate manner. The
responsibilities of the engagement partner would
include:
–– Evaluating the acceptance and
retention of client(s)
–– Leading the performance of audit work
and its documentation ensuring that
it has been carried out in accordance
with the Firm's policies and procedures
and the terms of engagement including
being satisfied that risks have been
appropriately assessed and responded to
–– Resolving technical accounting and
auditing matters and identifying potential
problems involving unusual risks for the
Firm undertaking appropriate consultation

on such matters where necessary
–– Ensuring compliance with the Firm's quality
control procedures including being satisfied
that the review and supervision procedures
in place are adequate and effective
–– Overall responsibility for ensuring that the
work performed and evidence obtained
supports the conclusions reached and
that the documentation present on the
audit file enables an experienced auditor
to understand the significant matters
arising on the audit as well as the nature,
timing and extent of the procedures
undertaken, the results of those procedures
and the evidence obtained approving the
form and content of the audit report
–– Ensuring continuous quality improvement
through challenging individuals to
be proactive in their approach to the
audit and applying an appropriate level
of professional scepticism, and
–– Assisting with staff development through
mentoring and coaching of individuals.
The engagement manager works closely with
the engagement partner on all major matters
concerning the audit. The engagement manager
works with the engagement partner to ensure
that work is planned, executed and reviewed in
accordance with the Firm's policies and procedures
and that matters or issues which might impact on
the audit opinion to be given on a set of financial
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statements are appropriately identified and
resolved. The engagement manager should support
the engagement partner by promoting a culture
of ongoing mentoring and on-the-job coaching
contributing to improvements in audit quality and
the development of personnel involved on the audit.
Engagement Quality Control Review
A Engagement Quality Control Review (“EQCR”)
is to be performed for audits of publicly owned
companies and other sensitive engagements or
engagements which are identified as being higher
risk.
This concurring partner review is performed by an
audit partner who is familiar with the auditing and
reporting practices used during the engagement,
and is knowledgeable and familiar with the client’s
industry, but will be independent from the client’s
audit team. The concurring partner will be an
experienced audit partner not likely to be unduly
influenced by the views of a particular engagement
partner.
The EQCR partner review entails a review of key
aspects of the audit including:
–– the critical areas and significant
risks related to the audit;
–– significant judgements and conclusions
reached with respect to the audit;
–– communication with those charged
with governance of the entity;

–– selected audit documentation;
–– the financial statements and
the appropriateness of the
audit report to be issued.
Only when the review is complete and signed off by
the EQCR partner can the audit be finalised and the
audit report issued.
Consultation and support
Consultation is a key element of quality control and
our culture of openness encourages consultation
with experienced partners and other specialists
where appropriate.
Our policies and procedures for consultation
provide guidance on identifying situations where
consultation is required, using available research
facilities and resources, conducting research on
technical issues, following up on advice provided
by those consulted, documenting the consultation
process and conclusions reached and designating
industry specialists.
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(f) Monitoring of the Audit stream

All audit engagement partners are selected for
review annually as part of this process.

Internal Monitoring
Quality monitoring is an integral part of the
Firm’s systems and procedures in order to ensure
that the Firm’s internal quality control system is
operating effectively and being complied with in
practice. Such ongoing monitoring is essential as
the Firm seeks to continually improve its policies,
procedures and the quality of its work. Instances of
failure to meet required performance standards are
treated seriously and appropriate corrective action
is taken including necessary training as appropriate
for the individuals concerned.
Quality Control Review Program
Our quality control system includes a formal
annual inspection of the Firm’s assurance practice
by appropriately qualified senior individuals
within the Firm with relevant knowledge and
experience reporting directly to the Managing
Partner and the Head of Audit. The purpose of
these reviews is to monitor compliance with the
firm’s policies, procedures and standards and to
ensure that the work done to arrive at an opinion,
or to support advice that has been given, is
appropriate, meets with the Firm’s high standard
of client service and is properly documented.
Corrective action is taken to address any
deficiencies encountered and, as part of the Firm’s
continuing drive towards excellence in
performance, recommendations for improvements
are identified and implemented.

The review consists of reviewing, on a sample basis,
the work papers and reports of selected assurance
engagements and documentation of compliance
with our quality control policies and procedures
in other areas such as acceptance of new clients,
assigning personnel to engagements, auditor
independence and personnel policies.
BDO International Quality Assurance Review
BDO International operates a monitoring program
of member firms with every member firm being
subject to a Quality Assurance Review (“QAR”) at
least every three years. The primary objective of
the QARs is to evaluate the quality of the policies
and procedures of member firms as well as the
quality of the local and referred professional work
carried out by them so that the quality of work of all
member firms is continually assessed and improved
to increase the quality threshold across the network.
The QAR is designed to assess compliance
with BDO standards and requirements for its
engagements, share best practice and experience
and provide practical advice and ideas to the
member firm on possible improvements to
its practice in the areas of quality assurance
procedures and efficiency and ascertain the overall
quality of judgements and opinions exercised by
the member firm.
The Firm was subject to a BDO International QAR
in 2015.
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As a result of the Firm’s internal annual review
and BDO International’s QAR a small number of
recommendations for improvement were identified.
An action plan has been put in place, with
appropriate accountability and timetable, to ensure
that these improvements points are implemented.
The report on the results of the reviews is made
to the Head of Audit with formal reporting to
the Firm’s Leadership Team. The Head of Audit
is responsible for monitoring and documenting
the implementation of and compliance with any
corrective actions identified for audit.

(g) Evaluation of effectiveness of quality control
systems
The Firm’s Leadership Team has evaluated the
results of the internal and external monitoring,
as detailed at 5 below, undertaken of the Firm’s
quality control systems in 2015 and is satisfied that
the systems are operating effectively.
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Other external reviews
CAI review

BDO International

The Firm is authorised to undertake statutory
audits by the Chartered Accountants Regulatory
Board (“CARB”), a regulatory body of Chartered
Accountants Ireland (“CAI”). CARB is regulated
by the Irish Auditing and Accounting Supervisory
Authority, an independent body established under
statute, which is tasked with the oversight of the
regulatory work of the recognised accountancy
bodies.

As outlined in section four, BDO International
operates a monitoring program of member firms
with every member firm being subject to a Quality
Assurance Review (“QAR”) at least every three
years. The Firm was subject to a BDO International
QAR in 2015.

CARB is responsible for developing standards
of professional conduct and supervising the
compliance of member firms undertaking statutory
audits. Every three years the Firm is subject to a
monitoring visit from CARB which can cover all
the professional activities of the firm including
accounting, auditing, investment business advice,
consultancy, taxation etc. One of the most
important objectives of the visit is to determine the
extent of the Firm’s compliance with the standards
of professional conduct, to identify any weaknesses
and agree with the Firm any remedial action to
improve the compliance within the Firm.
The last quality review visit undertaken by CARB
was finalised in 2015 and an action plan has
been agreed to address the small number of
recommendations identified.

The Firm’s internal annual review and BDO
International’s QAR found that all files were in
compliance with the requirements of legislation and
the International Standards of Auditing (UK and
Ireland). A small number of recommendations for
improvement were identified and an action plan has
been put in place, with appropriate accountability
and timetable, to ensure that these improvements
points are implemented.
The report on the results of the reviews is made
to the Head of Audit with formal reporting to
the Firms Leadership Team. The Head of Audit
is responsible for monitoring and documenting the
implementation of and compliance with, any
corrective actions identified for audit.
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A list of public interest entities as at 29 February 2016 is set out
below.
Amtrust International Underwriters Limited
Aurelius Euro CDO 2008-1 Limited
BCC Mortgages plc
Canterbury Insurance Designated Activity Company
Federal Grid Finance Limited
Greenlight Reinsurance Ireland Designated Activity Company
Lifeguard Insurance (Dublin) Designated Activity Company
Nautilus Indemnity (Ireland) Limited
Pine Indemnity Designated Activity Company
Provide - VR 2002 - 1 PLC
Provide VR 2003 - 1 PLC
Quirinus (European Loan Conduit No. 23) plc
Saderea Limited
Silenus (European Loan Conduit No.25) Limited
Vulcan (European Loan Conduit No.28) Limited
UBRD Capital Limited
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BDO member firms are required to follow
independence rules set out in the International
Ethics Standards Board of Accountants (IESBA)
Code of Ethics issued in July 2009 by the
International Federation of Accountants, as well as
their local independence rules. The Firm is bound
by the independence requirements of CAI which
incorporates guidance on Integrity, Objectivity and
Independence, together with the Ethical Standards
issued by the Auditing Practices Board (“APB”).
Compliance with the independence requirements
of CAI and the APB will ensure compliance with the
principles of the IESBA Code of Ethics.
The Firm has established policies and procedures
designed to meet the independence requirements
of CAI and the APB and ensure that personnel at
all organisational levels maintain independence in
both fact and appearance according to professional
standards, and perform their professional
responsibilities with integrity and objectivity.
The Firm’s initial guidance on independence
is included in the Employee Handbook and is
complemented by training programmes targeting
the needs of the individual partners and staff.
The Firm has in place a disciplinary structure
to determine the appropriate sanction for any
professional that violates the independence rules
and Firm policies.

Financial, business, employment and personal
relationships
Each individual is responsible for determining his/
her compliance with the Firm’s independence
policies. The policies which the Firm has in place
prohibit partners, staff and members of their
immediate family holding a financial interest in
an audit client or an affiliate of an audit client and
also restrict individuals from entering into business
relationships with any of the Firm’s clients or their
affiliates except in specific circumstances.
The Firm also has in place policies requiring
individuals to report where any member of their
immediate family or close family, or anyone
with whom they have a personal relationship,
has an involvement with an audit client which
they consider might create a threat to the Firm’s
objectivity or a perceived loss of independence.
Employment relationships are rare and approval
procedures are in place before any such situation
can be established.
The Firm maintains a list of clients, mainly
assurance clients, of which the Firm must be
independent and this list may be accessed by all
partners and staff. Similarly in order to perform
effect enquiries to ensure that our independence
on a global basis is not compromised BDO
International maintains a worldwide register,
accessible by all BDO professionals, of BDO’s
clients that are restricted entities.
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Long association with the audit engagement

Non-audit services provided to audit clients

Audit engagement leaders and key partners
involved in the audit are subject to periodic
rotation of their involvement with audit clients
under the independence rules of the Ethical
Standards. The Firm has establish policies and
procedures to monitor the length of time that audit
engagement partners, key partners involved in the
audit (including the Engagement Quality Control
Reviewer) and partners and staff in senior positions,
including those from other disciplines, serve as
members of the engagement team for each audit.

The Firm has policies and procedures in place to
restrict the scope of services that can be provided
to audit clients which are consistent with the
Ethical Standards of the APB and the IESBA Code
of Ethics. In respect of all non-audit services,
the approval by the audit engagement partner
is required before such services can be provided
to ensure that the audit engagement partner is
informed about any proposed engagement and
has considered whether the relevant services
are permitted and, if applicable, of the threats
arising from the provision of the services and the
safeguards to be implemented to address those
threats. The Firm’s policies require that the audit
engagement partner considers the implications for
the auditor’s objectivity and independence before
the engagement is accepted.

Fees, remuneration and evaluation policies
It is recognised that where fees from an audit client
represent a large proportion of the total fees of the
Firm a self-interest or intimidation treat may arise.
In accordance with the Ethical Standards of the APB
the Firm’s policies require that where it is expected
that the total fees receivable from a listed audited
entity and its subsidiaries will regularly exceed
10% of the annual fee income of the Firm the Firm
will not act as the auditor of that entity and will
either resign or not stand for reappointment, as
appropriate.
The Firm’s policies prohibit an audit being
undertaken on a contingent fee basis.
The Firm’s appraisal, promotion and remuneration
processes for audit staff specifically exclude
objectives related to selling non-audit services to
audit clients.

The provision and approval of non-audit services is
also specifically reviewed at an engagement level
as part of the Firm’s annual audit file quality control
reviews which involves examining a selection of
audit files covering all audit partners.
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Conflict of Interests

Confirmations

Conflict of Interests may preclude the Firm from
accepting a client or an engagement. The relevant
partner is responsible for the identification of
possible conflicts, ensuring that any such conflicts
can be properly managed before an engagement
is accepted and being alert to potential conflicts
which may arise throughout the engagement.
Internal conflict checks must be completed prior to
the acceptance of the client or engagement.

All individuals within the Firm are required
to confirm their compliance with the Firm’s
independence policies on commencement with
the Firm and annually thereafter. The confirmation
is used to evidence the individual’s understanding
of the Firm’s policies in relation to independence
matters and that they have complied with these
policies.

Where we are being asked to work cross border
BDO's Independence Champions utilises the BDO
Global IT Conflict/Independence Check tool to
identify any potential conflicts with responses
going directly to the prospective engagement
partner.
Any potential conflict issues identified through this
process are resolved through consultation between
the parties concerned and the Ethics Partner, if
required.
Where a conflict cannot be managed to the
satisfaction of all parties then the Firm will decline
to act.

The responses to the annual declaration process
are reviewed to identify possible conflicts or
independence issues.
Monitoring
The annual review of the Firm’s quality control
system, which is undertaken by appropriately
qualified senior individuals within the Firm,
includes:
–– Review of the independence annual
confirmations of selected individuals.
–– Review of compliance with the Firm’s
policies in relation to partner rotation.
–– Review of independence questionnaires
completed on audit Engagements.
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Training and development is an ongoing process
throughout an individual’s career.
The Firm is committed to developing and
maintaining the highest possible standards of
technical competence through its professional
development program and has developed a
curriculum providing continuous learning for
our professionals throughout their careers. For
all new audit professionals, there is an induction
programme covering the Firm’s audit approach and
procedures and its organisational structure.
All qualified audit staff, including managers and
partners, are required to attend mandatory and
optional training courses looking at auditing,
accounting, independence and ethical issues
throughout the year. These courses are designed
to ensure that each individual has the requisite
technical and business skills to meet our
clients’ requirements and are complemented
by on the job coaching and supervision which

provides a significant aspect of their professional
development. The Firm also utilises self-study
programs to supplement formal classroom courses
(both internal and external coursers, provided by
appropriate bodies including BDO International).
All staff members are responsible for ensuring
they complete their relevant training program
designed to assist develop the knowledge and
skills which they need to successfully carry out
the roles to which they are assigned and to meet
their own personal development and career goals
as well as satisfying their Continuing Professional
Development requirements.
As part of an individual’s performance appraisal,
the individual together with their appropriate
supervisor assess his/her professional development
needs and courses or other training opportunities
as well as monitoring participation in appropriate
continuing professional development programmes.
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At BDO we are committed to being a responsible
business, both in how we work with our clients and
in terms of how we contribute to the wider
community and the world around us. It is important
to our employees to work for a socially responsible
organisation and our approach therefore reflects our
people.

A highlight in 2015 was the launch of our
Nominated Charity of the year. Given our city
centre location and the prevalence of the
homelessness issue on our doorstep, it is fitting
that Dublin Simon Community was nominated as
our charity of choice, having been identified by a
trainee.

We recognise that: 'Our activities as a firm have an
impact on our communities. We are committed to
not only managing that impact but also using the
resources we have in making a real and sustainable
difference.'

In September 2015, we launched the inaugural
BDO Golf Charity Fundraiser which took place in
Luttrellstown Castle Golf Club on Friday 25th
September, in order to raise much needed funds
for the Dublin Simon Community. The
organisation of the event was led by staff
members across the business, working in
collaboration to deliver a fundraising initiative.

Our commitment to Corporate Social Responsibility
(CSR) focuses on the following pillars:
• Community - We are actively involved in
supporting and developing the local
community to make a lasting positive impact
• People - We provide the tools to enable
personal growth and fulfillment for individuals
and for the firm to work together to make a
difference as a team
• Environment - We work hard to ensure that
the negative impact our business has on the
environment is minimised
• Market place - We ensure that we buy and sell
responsibly helping drive positive change
within industry

We are delighted to report that our event raised
over €6,000 for the Dublin Simon Community.
The funds were used for the “Support to Live
Independently” (SLI) program which is a service
provided by Dublin Simon Community for the
four Dublin local Authorities. The SLI program
had ceased due to lack of funding, and as a result
of our fundraising, the initiative recommenced.
Therefore we saw an immediate impact our
activities can have on our local community.
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The following turnover information, excluding
Valued Added Tax, for the year ended 29 February
2016 has been extracted from the Firm’s books and
records:
revenue

2016

2015

Audit

€13.5m

€13.8m

Tax

€10.6m

€10.1m

Advisory

€13.0m

€12.3m

Total

€37.1m

€36.2m
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Partners are remunerated solely out of profits
of the Firm in accordance with the partnership
agreement. The determination of profits of the
Firm is based on the results of the Firm as a
whole and is not dependent on the performance
of any particular line of business or function. The
final allocation of profit is made after a partner’s
performance has been appraised by the Partner
Evaluation Committee.

The Partner Evaluation Committee assesses
each partner’s performance based on a number
of specific criteria including quality of client
service, staff management and development and
contributing towards the financial success of the
Firm. There is provision to make payments for
exceptional performance or severance payments.
Audit partners are not remunerated by reference to
the sale of non-audit services to audit clients.
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FOR FURTHER INFORMATION
PLEASE CONTACT:
MICHAEL COSTELLO
Managing Partner
mcostello@bdo.ie
+353 1 470 0245
STEWART DUNNE
Head of Audit
sdunne@bdo.ie
+353 1 470 0141

This publication has been carefully prepared, but it has been written in general terms and should be
seen as broad guidance only. The publication cannot be relied upon to cover specific situations and
you should not act, or refrain from acting, upon the information contained therein without obtaining
specific professional advice. Please contact BDO to discuss these matters in the context of your
particular circumstances. BDO, its partners, employees and agents do not accept or assume any liability
or duty of care for any loss arising from any action taken or not taken by anyone in reliance on the
information in this publication or for any decision based on it.
BDO is authorised by the Institute of Chartered Accountants in Ireland to carry on investment business.
BDO, a partnership established under Irish Law, is a member of BDO International Limited, a UK
company limited by guarantee, and forms part of the international BDO network of independent
members firms.
BDO is the brand name for the BDO International network and for each of the BDO Member Firms.
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