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JJ Operating a business today
is characterised by a high
degree of complexity and com-
petition. It is therefore crucial
that our clients trust in our

competences and services. 79

Mogens Nergaard Mogensen,
Territory Senior Partner and CEO

Trust and transparency

his is our Transparency Report for 2016/17, prepared
in accordance with the EU Regulation no 537/2014
regarding statutory audit of public-interest entities

(The Audit Regulation).

Operating a business today is

characterised by a high degree

of complexity and competition.

It is therefore crucial that our

clients trust in our competences
and services. We need to be trusted in
every aspect of what we do, if we are to
maintain our position as the market-
leading firm.

At PwC, our purpose is to build trust in
society and solve important problems.
We are a network of firms, which is repre-
sented in 157 countries and with more
than 223,000 people who are commit-
ted to delivering quality in assurance,
advisory and tax services.

Through our Transparency Report,
we want to give the reader insight into
PwC’s legal structure and ownership,
governance structure as well as the basis
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of our partners’ remuneration. The report also
describes our international network and quality
control system.

In the following, we give you a glance
at some of the key areas covered by our
Transparency Report. The Transparency Report
has been prepared in accordance with Article 13
of the Audit Regulation.

The Transparency Report at a glance

PwC Denmark is a limited partnership company
operating as an independent separate legal enti-
ty which is a member of the global PwC network
PricewaterhouseCoopers International Limited
(PwCIL).

PwC Denmark is owned, managed and operated
by its Danish equity partners (see list of
equity partners on page 40). It is crucial to the
development of our business, being a limited
partnership company, that we have the right



processes and governing bodies. The limited
partnership company has a Board of Directors
with two staff representatives, a Partner
Affairs Committee and a Management Board
chaired by the Territory Senior Partner. PwC’s
Management Board and Board of Directors
are responsible for managing our business,
whereasthe Partner Affairs Committee handles
general affairs relevant for the equity partner
group. The Partner Affairs Committee is made
up of members of the Board of Directors.

Quality is an absolutely essential parameter in
fulfilling our duty to safeguard general public
interest. We therefore constantly focus on
quality and work systematically to develop and
increase the efficiency of our quality and risk
management systems to ensure that we deliver
high-quality audit, tax and advisory services at
all times.

We conclude our Transparency Report with a
statement by PwC’s Management Board and
Board of Directors to the effect that the quality
control systems, suplementary training and
independence policies described are efficient,
and that we comply with any statutory
requirements. Moreover, we show you PwC’s
total revenue broken down on types of services
as well as a list of public-interest audit clients.

We hope that our Transparency Report will
provide you with useful insight into a number
of significant matters relating to PwC. If you
want to learn more about PwC, you may also
want to visit our annual report website.

I hope you enjoy the report!

Mogens Ngrgaard Mogensen
Territory Senior Partner and CEO

Transparency Report 2016/17
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Partners and staff
Partners and staff at year end 2016/17.

PwC Denmark

wC Denmark is a limited partnership
company owned and managed by its
Danish equity partners. It is crucial to the
development of our business that we have
the right processes and governing bodies
that engage in active dialogue.

At PwC Denmark, we have
a Board of Directors, a Partner Affairs
Committee and a Management Board.
Read more about our organisation,
governance structure and processes in
this section.

Legal structure and ownership
PwC Denmark is a limited partnership
company whose ultimate owners are the
Danish equity partners.

The limited partnership company,
PricewaterhouseCoopers Statsautoriseret
Revisionspartnerselskab (PwC P/S), is
owned by its Danish equity partners,
partly by the partners’ personally owned
private limited companies (ApS) and
by Strandvejen 44 Finans ApS. Audit,
tax and advisory services are provided

Transparency Report 2016/17

2 Itis crucial to the
development of our
business that we have
the right processes and
governing bodies that

engage in active dialogue. 77

through PwC P/S only. Later in this section, we
have included a chart of the various companies
associated with PwC P/S.

Our governance structure and culture

PwC Denmark is headed by the Territory
Senior Partner and CEO, who is elected by the
shareholders. The strategic direction of PwC
Denmark is decided by the Management Board
together with the Board of Directors. Execution
of the strategy and business plans is the
responsibility of the individual equity partners,
who pursue their respective responsibilities
for servicing clients and managing staff. All
equity partners thus undertake the day-to-
day management in relation to the clients and
engagements in their individual portfolio. »



Gender mix Femnale

Maintained focus 43 % a

on diversity.

PwC’s Board of Directors

Christian Klibo, Claus Lindholm Jacobsen Gert Fisker Tomczyk
Chairman

2 )

Jesper Moller Langvad Bjorn Jakobsen Knud Fisker, Peter Fogh,
Employee Representative Employee Representative

Transparency Report 2016/17 7
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» The above-mentioned governing bodies are supported by
four committees, each headed by a leader who is also a
member of the Management Board. Finally, the various staff
functions of PwC are placed in Operations with responsibility
for supporting PwC’s leadership and staff

PwC’s vision and strategic objectives.

The leadership culture of PwC Denmark is
based on a number of key values and a Code of
Conduct which are crucial to the way in which
our leaders and staff act.

PwC’s leadership values are the cornerstone of
our corporate culture and support our decisions
and actions on our journey towards shared and
individual success. In our approach toleadership,
we want to be ambitious, to take the lead and to
encourage our people to take the initiative, to
promote openness and accountability and to be
dynamic. It is thus crucial to the development
of our business and staff that we cultivate open
dialogue and manage to create active and actual
involvement in pursuing the best decisions.

We have a vision of being the professional
services organisation in Denmark that creates
most value for our relations. We will only realise
this vision if, in all critical areas, we strive at
being the best among our peers; also when it
comes to corporate governance.

We take an active stand on the corporate
governance development and have, as an element
of this, established an appropriate framework
for and organisation of our supreme governing

Transparency Report 2016/17

Client satisfaction

We have an increasingly high level of client
satisfaction. We achieved a score of 8.9
on a scale from ten to zero, ten being the
highest score.

JJ We have a vision of being
the professional services
organisation in Denmark
that creates most value

realisin: .
8 for ourrelations. 79

bodies and control systems allowing for the fact that
we are a partner-operated business. This ensures that
we act in compliance with existing legislation, develop
in the right direction, minimise risks and engage in
active and open dialogue with our shareholders.

Annual general meeting

Our shareholders exercise their influence by
participating in and voting at shareholders’ meetings
in accordance with the shareholders’ agreement
entered into by the shareholders. The shareholders’
agreement regulates the mutual relationship
between the shareholders.

Resolutions made at shareholders’ meetings include
any amendments to international agreements
concerning the PwC network, election of the
Territory Senior Partner who is PwC Denmark’s
CEO and also represents PwC Denmark in the
PwC network, election of members of the Board
of Directors and the Partner Affairs Committee,
admission and resignation of shareholders, approval
of the allocation of partners’ remuneration, material
investments and other general matters.

Board of Directors
The Board of Directors monitors the Management
Board and is responsible for overall governance of



PwC’s ownership

structure and
organisation

Ownership structure

Shareholders
PwC Denmark. One of the responsibilities of the (PWC equity

Board of Directors is to determine PwC’s overall partners)
objectives, strategies, budgets, etc outlined by the
Management Board. Moreover, the Board of Directors

ensures that the Management Board establishes \,S:jf::; '::r:;i’:g'
efficient risk management systems and plans Finans ApS companies
and must also consider whether PwC Denmark’s
capital resources are adequate for the purpose of its
operations. The Board of Directors is responsible for
monitoring that PwC operates in accordance with
existing legislation and the commitments arising
out of PwC’s international agreements. PwC’s Board
of Directors comprises six members elected by

PwC Stats- PricewaterhouseCoopers
the shareholders and two members elected by the e Statsautoriseret
employees. Rules of procedure have been prepared Revisions- Revisionspartnerselskab

anpartsselskab (limited partnership
for both the Management Board an.d the Board of company, commonly
Directors; both sets of rules are reviewed annually referred to as "PwC”)
to ensure that they match PwC’s development and
needs.

Partner Affairs Committee
PwC Denmark has established a Partner Affairs

general partner affairs subject to the provisions of
Danish company law. Currently, the Partner Affairs
Committee is made up of six shareholders who are
also members of the Board of Directors. »

Management Board

Committee in consequence of PwC’s structure as a Organisation
company owned and operated by equity partners
(shareholders). The Partner Affairs Committee has Board of Directors and

. . . . Partner Affairs Committee
the ultimate authority in all internal partner affairs
of PwC Denmark, enhancing the partnership spirit -

. . . . = q S

and safeguarding partners’ interests in relation to JEriianvsanionianey

Sub- Sub- Sub- Sub-
Committee Committee Committee Committee

Transparency Report 2016/17 9



We want to be the
professional services

organisation in Denmark

that creates most value

for our relations.

» Election of members of Board of Directors

and the Partner Affairs Committee

MembersofPwC’sBoardofDirectorsandthePartner
Affairs Committee are elected by the shareholders
for a term of three years at the general meeting
of the limited partnership company. The staff

representatives on the Board of Directors
are elected by the staff for a term of four
years. The limited partnership company
has a thorough selection process and a
number of criteria for the composition
of the Board of Directors in order for
the Board to reflect in the best possible
way PwC’s business, organisational and
geographical structure. A majority of the
members of the Board of Directors must
be state authorised public accountants.

Evaluation of Board of Directors

and Management Board

The Board of Directors and the Partner
Affairs Committee hold six to eight
annual meetings. PwC Denmark has
laid down an evaluation procedure for
cooperation on the Board of Directors and
the Management Board. The evaluation
of the Board of Directors takes place on
an annual basis. The Board of Directors
evaluates the Management Board on an
annual basis in terms of the remuneration
policies of the Ilimited partnership
company. In addition, the Chairman of
the Board and the CEO evaluate their
cooperation on an annual basis and

10 Transparency Report 2016/17

report on the evaluation to the Board of Directors.
Moreover, the Management Board makes an annual
evaluation of its cooperation.

Territory Senior Partner

In accordance with PwC’s international rules, a
Territory Senior Partner (TSP) is elected by the
shareholders of PwC Denmark. According to PwC
Denmark’s articles of association, the Territory
Senior Partner serves for a term of three years
and is appointed CEO by PwC’s Board of Directors
in continuation of the appointment as TSP. The
Territory Senior Partner is eligible for re-election.
The TSP decides on the composition and appoints
the members of the Management Board subject to
approval by the Partner Affairs Committee.

Management Board

The Management Board is responsible for the
overall management of the limited partnership
company. It consists of a Territory Senior Partner, a
Managing Partner, a Markets Leader and the leaders
of the three principal Lines of Service of the limited
partnership company; Assurance, Tax and Advisory.
Sub-committees have been established under the
Management Board reflecting our chosen focus areas
to ensure the continued success of PwC.



We want to create value
through dedicated high-
quality client service and
the most competent people

in the profession - suppor-
ted by the strongest brand.

PwC’s Management Board

Mogens Norgaard Mogensen, Kim Fuchsel, Thomas Bijerre,

Territory Senior Partner Managing Partner Tax Leader
and CEO

Michael Eriksen, Lars Baungaard, Christian Fredensborg Jakobsen,
Advisory Leader Markets Leader Assurance Leader

Transparency Report 2016/17 11



Partners, directors and senior managers

State authorised
public accountants

Registered public
accountants

Partners 115
— hereof shareholders 56
Directors 67
Senior managers 42
Others 7
Total 231

At 30 June 2017.

* Comprising Master of Laws, MSc (International Business Administration and Modern Languages), BSc (Business Economics),
Clerical Officer, MSc (Business Administration and Auditing), Attorney, MSc (Economics), MSc (Political Science and Economics);
MSc (Engineering), Computer Scientist, other Masters, PhD, etc.

Other equity partners

Supplementary to the Management Board, other equity
partners are responsible for the management of our
Business Units, under which client engagements and staff
are organised. Together, the equity partners thus undertake
the day-to-day management in relation to the clients
and engagements in their individual portfolio. While the
individual equity partners’ client and engagement portfolios
naturallyvaryinsize, all partners have a significant portfolio
of clients/engagements, in addition to which many also
undertake specific management duties

such as departmental management, staff

management, quality assurance, market-

facing activities, etc.

29 PwC Denmark pursues a
continuous and high level of
information through active
and open dialogue with the
shareholders of the limited
partnership company and
other stakeholders. 99

the future. This is effected through shareholders’

Active dialogue with the
shareholders of the limited
partnership company

PwC Denmark pursues a continuous and
high level of information through active
and open dialogue with the shareholders
of the limited partnership company and
other stakeholders on PwC’s objective,
development and expectations for

12 Transparency Report 2016/17

meetings, distribution of minutes from meetings
of the Partner Affairs Committee and the Board of
Directors, publication of monthly reports and regular
partner briefings. The partners also have a closed
forum on our intranet on which they post news.
Moreover, theBoard of Directorsand the Management
Board have formulated a communication strategy,
which ensures that all significant information of
importance to shareholders and other stakeholders
is published.

At the annual general meeting, our shareholders may
exercise their influence by participating and voting
in accordance with the provisions of the Danish
Companies Act. PwC encourages all shareholders —
by direct contact — to attend the general meeting in
order to ensure the democratic process.



Basis of partners’ remuneration

PwC has a remuneration policy for the Board of
Directors, the Management Board and the other
shareholders designed to promote long-term
behaviour and ensure a balanced relationship
between performance and remuneration at a
competitive level. The remuneration policy is
presented and adopted at the annual general
meeting of PwC.

PwC has implemented a Code of Conduct which
ensures that we live up to both the ethical demands
of our surroundings and the demands we make on
ourselves.

The individual countries have some leeway when
it comes to organising the partner remuneration
system, but all systems are based on the global
framework principles.

At PwC Denmark, the partner remuneration
system has three core elements. The partners are
remunerated based on:

* the role they carry in the partnership;
* how well they perform in the role;
* how well PwC Denmark as a whole performs.

PwC’s partner remuneration is based on a wish
to motivate, recognise and reward our partners
for their contribution to the development of our

business, both as members of integrated teams
and as individuals. Moreover, we comply with
the internationally recognised Code of Ethics
for remuneration and evaluation policy.

Each year, a comprehensive appraisal process
based on a balanced scorecard of objectives is
carried out using PwC’s values and strategic
priorities as the outset. While a certain
element of discretion is exercised when
evaluating a partner’s performance, PwC’s
appraisal process also involves an assessment
of a partner’s target achievement. The
process is closely monitored by our leadership
to ensure that the individual partners are
remunerated fairly and reasonably on a
uniform basis; furthermore, the total partner
remuneration is subject to approval by the
Partner Affairs Committee.

State authorised public accountants who are
not shareholders may according to PwC’s
signing rules sign auditor’s reports and other
assurance reports on behalf of PwC. The
remuneration of these state authorised public
accountants comprises a fixed salary added a
bonus determined under the same principles
as that of shareholders.

Transparency Report 2016/17
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PwC networlk

wC is a global network of separate firms,
operating locally in countries around
the world. PwC firms are members of

PwC has more than 223,000
people worldwide in
157 countries worklng

PricewaterhouseCoopers International at 743 different Iocatlons
Limited and have the right to use the
PricewaterhouseCoopers name. As

members of the PwC network, PwC firms
share knowledge, skills and resources.
This membership facilitates PwC firms
to work together to provide high-quality services on a

global scale to international and local
clients, while retaining the advantages
of being local businesses - including
being knowledgeable about local laws,
regulations, standards and practices.

Being a member of the PwC network
means firms also agree to abide by
certain common policies and maintain
the standards of the PwC network.
Each firm engages in quality control
and compliance monitoring activities,
covering the provision of services,
ethics and business conduct, and
the compliance with specific, strict
standards for independence monitoring
and protection.

14 Transparency Report 2016/17

countries

PricewaterhouseCoopers

International Limited

PricewaterhouseCoopers  International Limited
(PwCIL) is a UK private company limited by
guarantee. PWCIL acts as a coordinating entity for
PwC firms and does not practice accountancy or
provide services to clients. PwCIL works to develop
and implement policies and initiatives to create a
common and coordinated approach for PwC firms
in key areas such as strategy, brand, and risk and
quality. PwC firms use the PwC name and draw
on the resources and methodologies of the PwC
network. In return, PwC firms are required to comply



JJ Being a member of
the PwC network means
firms also agree to abide by

certain common policies
and maintain the standards
of the PwC network. 39

27 A PwC firm of PwCIL
cannot act as an agent of
PwCIL or any other PwC
firm, and it is only liable for
its own acts or omissions
and not those of PwCIL or
any other PwC firm. 39

with common policies and the standards of the
PwC network.

A PwC firm of PwCIL cannot act as an agent of
PwCIL or any other PwC firm, and it is only liable
for its own acts or omissions and not those of
PwCIL or any other PwC firm. PwCIL has no right
or ability to control any member firm’s exercise of
professional judgement. The governance bodies of
PwCIL are:

* Global Board, which is responsible for the
governance of PwCIL, the oversight of the
Network Leadership Team and the approval of
Network Standards. The Board does not have
an external role. Board members are elected by
partners from all PwC firms around the world
every four years.

* Network Leadership Team, which is responsible
for setting the overall strategy for the PwC
network and the standards to which the PwC
firms agree to adhere.

e Strategy Council, which is made up of the
leaders of the largest PwC firms of the network,
agrees the strategic direction of the network
and facilitates alignment for the execution of
strategy.

* Network Executive Team is appointed by and
reports to the Network Leadership Team. Its
members are responsible for leading teams
drawn from network firms to coordinate
activities across all areas of our business.

The total turnover achieved by statutory auditors
from EU member states that are members of the
PwC network is approximately Euros 3.1 billion.

Alist of each statutory audit firm, that is a member

of the PwC network is provided at the end of this
report.

Transparency Report 2016/17 15



PwC’s internal quality control system

he Danish Act on
Approved Auditors and
Audit Firms imposes
strict requirements in
terms of establishing and
using a quality control
system when performing
assurance engagements
that  involve  issuing
assurance reports to third parties,
including review or audit reports. At PwC,
these requirements have been extended
and adapted to all types of engagements
so as to ensure a consistently high quality
of all engagements undertaken by us.
In addition to ensuring compliance
with applicable standards and a high
quality of our services, the quality
control system helps ensure that we
only accept engagements for which we
are competent and have the necessary
resources, and that we comply with
relevant independence requirements etc.

The quality control system, which is
described in detail below, ranges from
a description of rules and internal

16 Transparency Report 2016/17

policies and procedures to practical tools ensuring
performance, documentation and reporting in
accordance with applicable rules.

PwC’s leadership focuses on risk management and on
maintaining our high quality. Therefore, individuals
have been appointed within the various business units
who have day-to-day responsibility for continuous
maintenance, development and documentation of
our quality control system, and who continuously
monitor the use of the systems. Moreover, the Risk
Management function is responsible for monitoring
this process, which involves review and testing of
the control procedures performed as well as quality
review of completed engagements.

Elements of our
quality control system

Control environment

Tone at the top

It is the aim of PwC’s leadership to ensure that
its own behaviour and commitment demonstrate
independence, integrity and objectivity to PwC. This
is achieved partly by communicating to partners



29 PwC’s leadership focuses
on risk management and on
maintaining our high quality. 99

and staff, partly through presentations at internal
conferences and comprehensive internal training.

PwC has established a forum for regular meetings by
representatives of the Management Board and the
Risk Management function to discuss the current
risk scenario and make decisions and take action on
that basis. At the meetings, results of the monitoring
of our quality control system and its use are also
considered in order for our leadership to ensure that
we have a well-functioning and efficient system at
all times to ensure a high quality of our services.

Our leadership also expects partners and staff to
live up to PwC’s core values — Integrity, Innovation,
be present, work together and make a difference
— as well as our Code of Conduct. This is ensured
through comprehensive communication from our
leadership to partners and staff and through our
comprehensive internal training programmes.

Ethical requirements
At PwC, we adhere to the fundamental principles
of the International Ethics Standards Board for
Accountants (IESBA) Code of Ethics for Professional
Accountants, which are:

a. Integrity — to be straightforward and honest in
all professional and business relationships.

b. Objectivity — to not allow bias, conflict of
interest or undue influence of others to override
professional or business judgements.

c. Professional Competence and Due Care - to
maintain professional knowledge and skill at the
level required to ensure that a client or employer
receives competent professional service based on
current developments in practice, legislation and
techniques and act diligently and in accordance
with applicable technical and professional
standards.

d. Confidentiality — to respect the confidentiality
of information acquired as a result of professional
and business relationships and, therefore, not
disclose any such information to third parties
without proper and specific authority, unless there
is a legal or professional right or duty to disclose,
nor use the information for the personal advantage
of the professional accountant or third parties.

e. Professional Behaviour - to comply with

relevant laws and regulations and avoid any action
that discredits the profession.

Transparency Report 2016/17 17



In addition, our network Standards applicable to all network
firms cover a variety of areas including ethics and business
conduct, independence, anti-money laundering, anti-trust/
anti-competition, anti-corruption, information protection,
firm’s and partner’s taxes, sanctions laws, internal audit
and insider trading. We take compliance with these ethical
requirements very seriously and strive to embrace the
spirit and not just the letter of those requirements. All
partners and staff undertake regular mandatory training
and assessments, as well as submitting annual compliance
confirmations, as part of the system to support appropriate
understanding of the ethical requirements under which
we operate. Partners and staff uphold and comply with the
standards developed by the PwC network and leadership in
PwC Denmark monitors compliance with

these obligations.

- v
————

JJ PwC has
comprehensive systems
for monitoring compliance
with independence
policies, existing
legislation and standards
on independence. 39

with a copy of the PwC Global Code of Conduct. They

PwC Denmark has adopted the PwC are expected to live by the values expressed in the
network Standards which include a Code code in the course of their professional careers.

of Conduct, and related policies that

clearly describe the behaviours expected Independence

of our partners and other professionals
— behaviours that will enable us to
earn the trust that we seek. Because of
the wide variety of situations that our
professionals may face, our standards
provide guidance under a broad range
of circumstances, but all with a common
goal — to do the right thing.

Upon hiring or admittance, all partners
and staff of PwC Denmark are provided

18 Transparency Report 2016/17

As auditors of financial statements and providers of
other types of professional services, PwC and our
partners and staff are expected to comply with the
fundamental principles of objectivity, integrity and
professional behaviour. In relation to assurance
clients, independence underpins these requirements.
Compliance with these principles is fundamental to
serving the capital markets and our clients.

The PwC Global Independence Policy, which is
based on the IESBA Code of Ethics for Professional



Accountants, contains minimum standards with
which PwC member firms have agreed to comply,
including processes that are to be followed to
maintain independence from clients, when
necessary.

PwC Denmark has a designated partner (known
as the ‘Partner Responsible for Independence’ or
‘PRI") with appropriate seniority and standing,
who is responsible for implementation of the PwC
Global Independence Policy including managing
the related independence processes and providing
support to the business. The partner is supported
by a small team of independence specialists. The
PRI reports directly to the Management Board.

Independence policies and practices
The PwC Global Independence Policy covers,
among others, the following areas:

* Personal and firm independence, including
policies and guidance on the holding of financial
interests and other financial arrangements, e.g.
bank accounts and loans by partners, staff, the
firm and its pension schemes;

* Non-audit services and fee arrangements. The
policy is supported by Statements of Permitted
Services (‘SOPS’), which provide practical
guidance on the application of the policy in
respect of non-audit services to assurance
clients; and

29 As auditors of financial
statements and providers of
other types of professional
services, PwC and our partners
and staff are expected to comply
with the fundamental principles
of objectivity, integrity and
professional behaviour. 99

e Business relationships, including policies and
guidance on joint business relationships (such
as joint ventures and joint marketing) and on
purchasing of goods and services acquired in the
normal course of business.

In addition, there is a Network Risk Management
Policy governing the independence requirements
related to the rotation of key audit partners.

These policies and processes are designed to
help PwC comply with relevant professional and
regulatory standards of independence that apply
to the provision of assurance services. Policies and
supporting guidance are reviewed and revised
when changes arise such as updates to laws and
regulations or in response to operational matters.

Transparency Report 2016/17 19



Independence-related tools

PwC has access to a number of tools which support partners
and staffin executing and complying with our independence
policies and procedures. These include:

79 PwC Denmark
provides all partners
and practice staff

* The Central Entity Service (‘CES’), which contains
information about corporate entities including public-
interest audit clients and SEC-restricted clients and
their related securities. The CES assists in determining
the independence status of clients of the firm before
entering into a new non-audit engagement or business
relationship. This system drives the ‘Independence List’
and also feeds Independence Checkpoint;

‘Independence Checkpoint’ which
facilitates the pre-clearance of publicly
traded securities by all partners,
directors and practice managers
before acquisition and records their
subsequent purchases and disposals.
Where a PwC firm wins a new audit
client, this system automatically
informs those holding securities in
that client of the requirement to sell
the security where required;

Authorisation for Services (‘AFS’),
which is a global system that
facilitates communication between
a non-audit services engagement
leader and the audit engagement
leader, documenting the potential

20 Transparency Report2016/17

with annual or
ongoing training
in independence
matters. 3J

independence threats of the service and proposed
safeguards, and acts as a record of the audit
partner’s conclusion on the acceptability of the
service; and

Global Breaches Reporting System, which is
designed to be used to report any breaches of
external auditor independence regulations
(e.g. those set by regulation or professional
requirements) where the breach has cross-border
implications (e.g. where a breach occurs in one
territory which affects an audit relationship in
another territory).

A rotation tracking system which monitors
compliance with audit rotation policies for
engagement leaders, other key audit partners and
senior staff involved in an audit; and



* A database that records all approved business
relationships entered into by PwC Denmark.
These relationships are reviewed on a bi-annual
basis to ensure their ongoing permissibility.

Independence training and confirmations
PwC Denmark provides all partners and
practice staff with annual or ongoing training in
independence matters. Training typically focuses
on milestone training relevant to a change in
position or role, changes in policy or external
regulation and, as relevant, provision of services.
Partners and staff receive computer-based training
on PwC Denmark’s independence policy and
related topics. Additionally, face-to-face training
is delivered to members of the practice on an as-
needed basis by PwC Denmark’s independence
specialists and risk and quality teams.

All partners and practice staff are required to
complete an annual compliance confirmation,
whereby they confirm their compliance with all
aspects of the firm’s independence policy, including
their own personal independence. In addition, all
partners confirm that all non-audit services and
business relationships for which they are responsible
complywith the policy and that the required processes
have been followed in accepting these engagements
and relationships. These annual confirmations are
supplemented by periodic and ad-hoc engagement
level confirmations for certain clients.

Independence monitoring

and disciplinary policy

PwC Denmark is responsible for monitoring
the effectiveness of its quality control system
in managing compliance with independence
requirements. In addition to the confirmations
described above, as part of this monitoring, we
perform:

e Compliance testing of independence controls
and processes;

* Personal independence compliance testing of a
random selection of, at a minimum, partners and
managers as a means of monitoring compliance
with independence policies; and

* An annual assessment of the firm’s adherence
with the PwC network’s independence risk
management standard.

The results of PwC Denmark’s monitoring and
testing are reported to the firm’s management on a
regular basis with a summary reported to them on
an annual basis.
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The firm has disciplinary policies and mechanisms in place
that promote compliance with independence policies and
processes, and that require any breaches of independence
requirements to be reported and addressed. This would
include discussion with the client’s audit committee
regarding the nature of the breach, an evaluation of the
impact of the breach on the independence of the firm and
the need for safeguards to maintain objectivity. Although
most breaches are minor and attributable to an oversight,
all breaches are taken seriously and investigated as
appropriate. The firm also follows supplemental local
requirements relating to the reporting of breaches. The
investigations of any identified breaches of independence
policies also serve to identify the need for improvements in
PwC Denmark’s systems and processes and for additional
guidance and training.

Whistle-blowing

JJ Partners and
staff are recognised
and rewarded for
handling their
responsibilities
competently and
professionally. 99

PwC encourages both third parties and
our partners and staff to report and
express concern about inappropriate
conduct or behaviour. To underline the
importance of this, we have prepared a
special policy for the area. PwC Denmark
has established a whistle-blowing
function as an avenue for confidential
complaints to those charged with the
governance of our organisation. It may
be used for questioning or commenting
on PwC’s, our partners’ or staff’s
behaviour. Information is treated strictly
confidentially and is forwarded directly
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to the Chairman of our Board of Directors and the
head of our Legal Department, alternatively to our
CEOQ if the complaint concerns the two former.

Partner rotation

The audit partners who sign financial statements
etc of listed audit clients, audit clients in the
financial services sector and other clients subject
to the rotation requirement of the Danish Act on
Approved Auditors and Audit Firms rotate off every
seven years (however, every five years in the case
of clients subject to the rules of the U.S. Securities
and Exchange Commission and the Public Company
Accounting Oversight Board).



In addition, we comply with separate requirements
inIESBA — Code of Ethics concerning rotation of key
audit partners who do not sign financial statements,
but who play an important role in connection with
the audit of listed clients and clients in the financial
services sector. This Code also requires partners to
rotate off every seven years.

Consultation of technical experts

PwC has implemented detailed rules and require-
ments for its partners and staff to consult technical
experts in different situations. The individual
engagement teams consult key technical specialists
on special issues if required by the circumstances.
If the partner in charge of an audit engagement
disagrees with the advice received from PwC'’s key
technical specialists, there is an established procedure
for involving other partners in order to reach mutual
agreement on resolving the issue.

Human resources -

recruitment and development

PwC Denmark has established recruitment
procedures —when it comes to recruiting graduates
and school leavers as well as more senior people.
These involve not only an assessment of academic
background, but also interviews, background
checks (including obtaining a certificate of criminal
record) and reference checks.

While employed by us, our staff attend a number
of different local, national and international

training programmes with contents matching the
development in their roles and responsibilities as
their career unfolds.

Our staff receive on-the-job training on a
continuous basis. In addition, we offer a number
of optional or mandatory e-learning programmes
which may or must be completed by passing a test.

PwC’s partners also participate in regular training
programmes which supplement or form part of
the mandatory supplementary training required
under the Danish Act on Approved Auditors and
Audit Firms. According to the Act, all of our state
authorised public accountants are required to have
at least 120 hours of supplementary training over a
three-year period.

Partners and staff are recognised and rewarded
for handling their responsibilities competently
and professionally. Managers and senior managers
are formally appraised at least once a year by the
partners for whom they have worked most during
the year.

The partners’ and staff members’ results are

evaluated in an appraisal process which involves
staff of the same grade, subordinates and superiors.
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The annual appraisal process translates into information 2 Our principles for

on the individual staff members’ performance measured determining whether

against our values, individual targets for the year and to accept a new client

colleagues of the same grade. or continue serving
an existing client

The above procedures and staff composition allow us are fundamental to

to continuously ensure that we have efficient teams for delivering quality. 99

undertaking our client engagements, and that we have
sufficient staff with the competences and skills required to
perform our work in accordance with professional standards
and our internal quality requirements.

Learning and education

We are committed to delivering quality audits around the
world. To maximise consistency in the network, a formal
curriculum developed at the network level provides access
to courses covering the PwC audit approach and tools,
updates on auditing standards and their

implications, and areas of audit risk and

engagement quality.

This formal learning is delivered using
blended learning, which includes remote
access and classroom learning. This
learning supports our focus on audit

quality and provides our practitioners appropriate — formal and/or informal — to address
with the opportunity to sharpen their specific local needs by way of videos, workshops
professional ~ judgement, scepticism, and forums for staff to share their experiences. This
technical and professional skills. training is then supplemented with learning from

others, whether by receiving and discussing feedback,
Our Learning & Education leader then or by shadowing, observing and/or working with
considers what additional training is others in order to support them on the job.
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Risk assessment

Acceptance and continuance process

Considerations in accepting and

continuing an audit client relationship

Our principles for determining whether to accept
a new client or continue serving an existing client
are fundamental to delivering quality, which
we believe goes hand-in-hand with our purpose
to build trust in society. We have established
policies and procedures for the acceptance of
client relationships and audit engagements
that consider whether we are competent to
perform the engagement and have the necessary
capabilities including time and resources, can
comply with relevant ethical requirements,
including independence, and have appropriately

considered the integrity of the client. We reassess
these considerations in determining whether we
should continue with the client engagement and
have in place policies and procedures related
to withdrawing from an engagement or a client
relationship when necessary.

Client and Engagement Acceptance

and Continuance

PwC Denmark has implemented a process to
identify acceptable clients primarily based on
the PwC network’s proprietary decision support
systems for audit client acceptance and retention
(called Acceptance and Continuance (‘A&C’)). A&C
facilitates a determination by the engagement
team, business management and risk management
specialists of whether the risks related to an
existing client or a potential client are manageable,
and whether or not PwC should be associated with
the particular client and its management.
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More specifically, this system enables:

* Engagement teams: — to document their consideration