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1. Constitution

1.1 The Committee has been established as
a sub-committee of the Audit Board. The
functions and powers of the Committee
are set out in these Terms of Reference.

2. Background

2.1 The Committee has been formed in
response to the publication of the FRC's
Principles for Operational Separation of
Audit Practices on 23 February 2021
(the 'Principles’). The Principles include
a requirement for the Audit Board to
have a remuneration sub-committee
(Principle 8).

3. Purpose

3.1 Therole of the Committee is to oversee
the remuneration of audit partners.?

3.2 The remit of the Committee is to
consider the policies and processes in
relation to audit partner remuneration
and whether those policies and
processes have been applied.

3.3 The following matters are outside the
remit of the Committee:

3.3.1 The selection and admission of
audit partners, which will
remain a partnership
responsibility and subject to
the governance procedures of
the partnership in accordance
with Principle 8

3.3.2 The preparation or approval of
the performance appraisal
and/or remuneration of
individual audit partners;?

3.3.3 Evaluation of the performance
of individual audit partners or
the recommendation of
compensation of individual
audit partners.?

1 An audit partner is defined as a Responsible individual (RI) who
signs audit opinions within the Audit Practice.

2 See FRC definition of “covered person” (Glossary of Terms
(Auditing and Ethics), December 2024)

4. Membership

4.1

4.2

4.3

4.4

4.5

The Committee shall comprise at least
two members (including the chair).

All members of the Committee shall be
Audit Non-Executives who are also
members of the Audit Board.

Appointments to the Committee are
made by the Audit Board and shall be for
a period of up to three years, which may
be extended by the Audit Board for a
maximum of two further periods of up to
three years each. Members of the
Committee may be removed by the Audit
Board at any time before the expiry of
their term.

The Audit Board shall appoint the
Committee chair.

Upon a Committee member ceasing to
be a member of the Audit Board, they
will automatically and immediately cease
to be a member of the Committee.

5. Duties

5.1

The Committee shall undertake the
following duties on behalf of the Audit
Board:

51.1 Review and advise the Audit
Board with respect to the
results of the annual audit
partner performance
assessment process (for
partners who form part of the
EY UK Audit Practice? (the
‘Audit Practice”)) with reference
to the policies, process and
outcomes related to audit
quality.

5.1.2 Review and advise the Audit
Board with respect to the
Firm's policies related to audit

3 See SEC definition of “chain of command” (SEC Rule 210.2-01
Qualification of accountants)
“The EY UK Audit Practice is defined in the EY Audit Perimeter

Policy
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5.2

partner remuneration, so as to
ensure that:

i Primary weight for in-year

performance relating to a
partner's audit portfolio is
given to contribution to
audit quality (taking
account of the degree of
difficulty and risk of the
audits).

ii  Audit partners are not
incentivised for sales
passed to other parts of
the Firm.

iii  Audit partners can be
recognised for sales and
delivery of permissible
assurance services
undertaken within the
Audit Practice.

5.1.3 Understand and advise the
Audit Board in respect of the
process for consideration of
audit quality in the context of
the selection of candidates for
non-equity partner and the
selection of candidates to be
admitted to the partnership to
practice as audit partners
(‘Audit Partner Promotion’).

5.14 Receive an update on the
outcome of the annual Audit
Partner Promotion process
including how audit guality has

been considered as part of this.

The Committee is to make
recommendations to the Audit
Board where the outcomes are
found to be inconsistent with
the process referred to in
5.1.3.

The Members of the Committee shall be
provided an opportunity to provide
feedback to the Chair of the LLP Board
in the context of the annual review of
the performance of the UK Head of
Audit.

5.3 The Audit Board will consider the advice
of the Committee with regard to the
Audit Board's responsibilities to advise
the LLP Board as detailed at 5.5.2 of the
Audit Board Terms of Reference. In the
event that the Committee disagrees with
the Audit Board's advice to the LLP
Board, it shall address its concerns in
accordance with paragraph 13.6, below.

Secretary

The Firm's Company Secretary shall be
appointed as the secretary to the Committee.

Quorum

7.1 The quorum necessary for the
transaction of the business shall be [two]
members. Any Committee member
deemed (in accordance with paragraph
10) to have a conflict of interest with
respect to a particular matter shall not
be counted for the purposes of this
paragraph 7.1 for the relevant part of
the meeting.

7.2 Members attending a meeting in person
will count towards the quorum, as will
members attending a meeting by
telephone, videoconference or other
electronic means (provided that they can
participate in the meeting).

7.3 A duly convened meeting of the
Committee at which a quorum is present
shall be competent to exercise all or any
of the authorities, powers and
discretions vested in or exercisable by
the Committee.

Notice of meetings

Meetings of the Committee shall be called by
the secretary of the Committee at the request
of the Committee chair and may be called at
any time. Unless otherwise agreed, notice of
each meeting confirming the venue, time and
date, together with an agenda of items to be
discussed, shall be sent to each member of the
Committee at least five calendar days before
the date of the meeting or on such shorter
notice as may be determined by the Committee
chair. Supporting papers shall be sent to
Committee members and, as applicable,
attendees in a timely manner to enable full and
proper consideration to be given to issues.
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10.

11.

12.

Attendance at meetings 13.

9.1 The Committee shall meet at least twice
a year.

9.2 Committee members have the right to
attend all Committee meetings. Other
attendees may be invited to attend all or
part of any meeting, as and when
appropriate and necessary, but shall
have no voting rights.

9.3 Inthe absence of the Committee chair
and/or an appointed deputy at a
Committee meeting, the remaining
members present shall elect one of
themselves to chair the meeting.

Conflicts of interest

If a proposal considered by the Committee is
one where a Committee member, either
directly or indirectly has a conflict of interest,
that member shall not be permitted to take
part in any discussion, or decision-making, on
any such proposal. The decision of the
Committee chair as regards whether a member
has a conflict of interest is determinative. If the
guestion of conflict relates to the Committee
chair, the decision of the other members
(acting by a simple majority) is determinative.

Meeting minutes

The Committee secretary (or their nominee)
shall minute the proceedings and resolutions
of all Committee meetings, including the
names of those present and in attendance and
the nature and extent of any conflicts of
interest declared by Committee members.
Draft minutes will be circulated to all
Committee members, as appropriate, taking
into account any conflicts of interest that may
exist.

Reporting responsibilities

12.1 The Committee chair shall report to the
Audit Board on its proceedings after
each meeting on all matters within its
duties and responsibilities.

12.2 Finalised minutes of all Committee
meetings shall be provided by the
secretary of the Committee to the
members of the Committee and the
Audit Board following their finalisation
after each meeting.

14.

General matters

The Committee shall:

13.1 Have access to all relevant people and
information to allow it to discharge its
duties.

13.2 Have access to sufficient resources to
carry out its duties including access to
the Firm's Company Secretary and the
UK General Counsel and may seek any
information it requires from employees
of the Audit Practice in order to perform
its duties.

13.3 With the approval of the Audit Board,
engage independent professional advice
where it is judged necessary to
discharge its duties.

13.4 Give due regard to any relevant legal or
requlatory requirements, as well as any
guidance or best practice issued by
relevant regulatory bodies.

13.5 Inthe event of a disagreement between
Committee members, the LLP Board
shall be notified of the matters in
dispute.

13.6 Inthe event it disagrees with the Audit
Board's advice to the LLP Board
regarding the matters set out at 5.5.2 of
the Audit Board Terms of Reference, the
Committee shall raise a concern with the
Audit Board chair. Following that
discussion, in the event that the concern
remains unresolved, the Committee
chair shall notify the LLP Board chair in
writing and a meeting to discuss and
agree a way forward shall be convened
between the Committee chair, the Audit
Board chair, the LLP Board chair and a
representative from the Accountable
Executive Committee.

Review and evaluation

14.1 The Committee shall annually review
these terms of reference and may
suggest to the Audit Board any
amendments following its review. These
terms of reference may only be
amended, varied or revoked by the Audit
Board.
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14.2 The Committee, led by the Committee's
chair, will carry out periodic reviews of
its own performance, and will agree and
implement a plan to take forward any
actions resulting from the evaluations.
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EY is building a better working world by creating new value for clients,
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