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the evidence and arguments relied on by Executive Counsel and the Respondents. No other 
individual or entity is party to, or represented at, the proceedings.  
 
The Respondents, against whom allegations of Misconduct are made, have not yet given 
evidence and the Tribunal has not yet made any findings. 
 
 
 
 
In the matter of: 
 

The Executive Counsel to the Financial Reporting Council 
 

- and - 
 

(1) KPMG LLP 
(2) Peter Noel Meehan 
(3) Alastair Wright 
(4) Richard William Kitchen 
(5) Adam David Bennett 
(6) Pratik Paw 
(7) Stuart Peter James Smith 

 

 
Re-Amended Formal Complaint 

 

  



 

 

CONTENTS 

         Heading  Page 

I. Introduction ...................................................................................................................... 1 

II. Background ....................................................................................................................... 2 

III. Summary ........................................................................................................................... 9 

IV. Misconduct under the Scheme ....................................................................................... 14 

V. Material Facts: Regenersis .............................................................................................. 15 

VI. Material facts: Carillion ................................................................................................... 44 

VII. The Allegations:  Summary .............................................................................................. 86 

Allegation 1 (Regenersis) Misleading representations about Mr Meehan’s attendance at 
Audit Committee meetings ..................................................................................................... 90 

Allegation 2A (Regenersis) Creating a false and/or misleading document: The Goodwill 
Paper ....................................................................................................................................... 94 

Allegation 2B (Regenersis) False and/or misleading representations as to the date on which, 
and circumstances in which, the Goodwill Paper was created ............................................. 101 

Allegation 2C (Regenersis) False and/or misleading representations about the audit work 
performed on goodwill .......................................................................................................... 105 

Allegation 3A (Carillion) Creating false and/or misleading documents: The Minutes .......... 110 

Allegation 3B  (Carillion) False and/or misleading representations as to the date on which, 
and circumstances in which, the Minutes were created ...................................................... 126 

Allegation 3C (Carillion) Provision of false and/or misleading information:  The content of the 
Minutes.................................................................................................................................. 133 

Allegation 4A (Carillion) Creating a false and/or misleading document: The CCS Paper ...... 140 

Allegation 4B  (Carillion) False and/or misleading representations as to the date on which, 
and circumstances in which, the CCS Paper was created ..................................................... 149 

Allegation 4C (Carillion) False and/or misleading representations about the audit work 
performed on contracts: The CCS Paper ............................................................................... 154 

Appendix A: Details of differences between the Original Goodwill Paper and the AQR Version 
of the Goodwill Paper ............................................................................................................ 159 

Appendix B: Examples of passages from the Notes not incorporated into the Minutes ...... 162 

Appendix C: Examples of passages in the Minutes for which no contemporaneous 
documentary source relating to the meetings has been identified ...................................... 166 

Appendix D: Passages in the Minutes addressing issues raised by AQR ............................... 175 

 



 

Legal02#95016889v6[LXC03] 1 

I. INTRODUCTION 

1. The Financial Reporting Council (“FRC”) is the independent investigation and 

disciplinary body in respect of public-interest cases of suspected misconduct by 

members of six chartered accountancy bodies, including the Institute of Chartered 

Accountants in England and Wales (“ICAEW”). The FRC’s disciplinary rules in respect 

of such members are set out in the FRC’s Accountancy Scheme dated 1 January 20211 

(the “Scheme”).  

2. This Formal Complaint is delivered in accordance with paragraph 6(10) of the 

Scheme2. 

3. The allegations relate to the Respondents’ conduct during two separate FRC audit 

inspections. It is fundamental to such inspections that the relevant members co-

operate with the FRC with openness and integrity. The Executive Counsel’s case is that 

instead the First to Sixth Respondents sought to mislead, and in the case of Mr Smith, 

risked misleading, the FRC in various ways. Such conduct undermines the very basis 

of professional regulation. In summary, it is alleged that: 

 Each of the Second to Sixth Respondents, on one or more occasions during 

those inspections, was involved in the creation of false and/or misleading 

documents, either with the intention that the FRC would be misled into 

accepting those documents as genuine, or alternatively, being reckless as to 

whether the FRC would be so misled. 

 Each of the Second to Seventh Respondents, on one or more occasions 

during those inspections, made or was knowingly associated with false 

and/or misleading representations to the FRC, either knowing that the 

representations were false and/or misleading, or alternatively, being 

reckless as to the truth of the representations. 

                                                           

1 In due course the paragraph number of the 2021 Scheme will be amended to reflect the paragraph 
numbers of the December 2014 version of the Scheme. For completeness, where they differ the 
paragraph numbers from the 2014 version of the Scheme will also be footnoted. 

2 Paragraph 7(11) of December 2014 version of the Scheme 
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 Each of the Second to Seventh Respondents thereby acted with a lack of 

integrity, and thereby committed Misconduct as defined in paragraph 2(1) 

of the Scheme. 

 Although lack of integrity does not depend on dishonesty being established, 

the Executive Counsel’s case is that the conduct of the Second to Sixth 

Respondents was in fact dishonest. Alternatively, the Executive Counsel’s 

case is that if this conduct was not dishonest it nevertheless amounted to a 

lack of integrity. 

 The Misconduct of each of the Second to Seventh Respondents was 

committed in the course of his employment by the First Respondent and/or 

as an agent of the First Respondent acting within the scope of his actual or 

ostensible authority. The relevant acts, omissions, knowledge and states of 

mind of the Second to Seventh Respondents are to be attributed to the First 

Respondent, which therefore also committed Misconduct as defined in 

paragraph 2(1) of the Scheme. 

II. BACKGROUND 

A. The FRC 

4. In addition to its disciplinary role as set out above, the FRC is the “competent 

authority” for the purposes of the Statutory Auditors and Third Country Auditors 

Regulations 2016 (“SATCAR”). By regulations 3(1)(k), 3(1)(l) and 9 of SATCAR, the FRC 

has a duty to monitor the conduct of statutory audit work by means of inspections. 

The FRC discharges this duty through a process called Audit Quality Review (“AQR”). 

Prior to the coming into force of SATCAR, the FRC carried out inspections of audits 

under the regulatory framework for statutory audit established by the Companies Act 

2006. This process was also known as AQR. 

5. The purpose of the FRC is to serve the public interest by setting high standards of 

corporate governance, reporting and audit and by holding to account those 

responsible for delivering them. The FRC’s AQR inspections contribute to this purpose 

by monitoring and promoting improvements in the quality of auditing. It is essential 

for the effective operation of the AQR inspection process that the firms and 

individuals being inspected should honour their professional obligations to be 
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“straightforward and honest” and to observe “fair dealing and truthfulness” in all their 

interactions with the AQR team. 

B. The Respondents 

6. The First Respondent (“KPMG”) (or its predecessor firm) was the statutory auditor of 

Carillion plc (“Carillion”) from 1999 until Carillion entered liquidation on 15 January 

2018. In particular, KPMG audited the financial statements of Carillion in respect of 

the financial year ended 31 December 2016 (“FY2016”). KPMG’s audits of Carillion 

included audits of various parts of Carillion’s business that were located outside the 

UK. 

7. KPMG was also the statutory auditor of Regenersis plc (“Regenersis”) and audited the 

financial statements of Regenersis in respect of the financial year ended 30 June 2014 

(“FY2014”). 

8. KPMG’s audit of Carillion’s financial statements in respect of FY2016 (the “Carillion 

2016 Audit”) was performed by, among others, the following individuals: 

 the Second Respondent (“Mr Meehan”), who was the KPMG senior 

statutory auditor and audit engagement partner for Carillion; 

 the Third Respondent (“Mr Wright”), who was the KPMG group senior 

manager; 

 the Fourth Respondent (“Mr Kitchen”), who was a KPMG senior manager 

with responsibility for the UK construction component of the Carillion 2016 

Audit; 

 the Fifth Respondent (“Mr Bennett”), who was a KPMG senior manager with 

responsibility for the UK services component of the Carillion 2016 Audit;  

 the Sixth Respondent (“Mr Paw”), who was a KPMG assistant manager with 

responsibility for the UK services component of the Carillion 2016 Audit 

(under Mr Bennett). 

9. KPMG’s audit of Regenersis’s financial statements in respect of FY2014 (the 

“Regenersis 2014 Audit”) was performed by, among others, the following individuals: 
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 the Seventh Respondent (“Mr Smith”), who was a director of KPMG and the 

senior statutory auditor and audit engagement partner for Regenersis from 

the financial year ended 30 June 2013; 

 Mr Wright (who was the KPMG manager at the time of the audit and was 

promoted to senior manager in October 2014 following the audit); and 

 Mr Bennett (who was a KPMG assistant manager at the time of the audit 

and was promoted to manager in October 2014 following the audit). 

10. Mr Meehan had ceased to be the Regenersis audit partner on 25 September 2012 and 

at the time of the Regenersis 2014 Audit he was acting as KPMG’s Non-Audit 

Relationship Partner (“NARP”) for Regenersis.  

11. Mr Meehan, Mr Wright, Mr Kitchen, Mr Bennett, Mr Paw and Mr Smith are 

collectively referred to as the “Individual Respondents”. 

12. The Individual Respondents other than Mr Smith are collectively referred to as the 

“Carillion Individual Respondents”. 

13. KPMG is a member firm of the ICAEW. 

14. With the exception of Mr Paw, each of the Individual Respondents is and was at all 

material times a member of the ICAEW. 

15. Since 28 November 2017, Mr Paw has been a member of the ICAEW, but at the time 

of the events that are the subject of this Formal Complaint he had not completed his 

accountancy qualifications and was only a provisional member of the ICAEW. 

C. The AQR inspections 

16. An AQR inspection focuses on the appropriateness of the key audit judgements made 

in reaching the audit opinion and the sufficiency and appropriateness of the audit 

evidence obtained. The main reference point for any AQR inspection is the audit file. 

The audit file should contain all the contemporaneous documents created by the 

auditors which are necessary to record and explain the audit procedures performed 

and the conclusions reached which underpin the audit opinion. The integrity of the 

audit file is fundamental to the AQR inspection process.  
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17. The allegations in this Formal Complaint concern two AQR inspections: the inspection 

of KPMG’s Regenersis 2014 Audit and the inspection of KPMG’s Carillion 2016 Audit. 

Both inspections commenced with a reminder to KPMG that its audit files and working 

papers were to be provided “without addition or alteration”.3 

(1) The Regenersis Inspection 

18. In 2015, the FRC’s AQR team performed an inspection of KPMG’s Regenersis 2014 

Audit (the “Regenersis Inspection”). The FRC’s AQR team included: 

 Tracy Neilson (“Ms Neilson”), an AQR inspector; and  

 Andrew Meek (“Mr Meek”), an AQR team leader.  

19. The principal events in the Regenersis Inspection, in so far as relevant to this Formal 

Complaint were, in summary, as follows: 

 On 22 September 2014, the Regenersis 2014 Audit was completed. 

 On 6 November 2014, KPMG’s audit file for the Regenersis 2014 Audit was 

closed. 

 On 29 January 2015, KPMG was notified of the FRC’s intention to perform 

the Regenersis Inspection. The AQR team sent KPMG a standard-form 

questionnaire.4 

 On 3 February 2015, KPMG provided answers to the questionnaire.5 

 On 5 February 2015, there was an opening meeting between the FRC’s AQR 

team and KPMG personnel.6 

 On 4 March 2015, Ms Neilson sent a set of questions to KPMG (in a “Queries 

Tracker”),7 raising questions about (among other things): 

                                                           

3 {frcc001:00284098}; {frcc001:00238004} 

4 {frcc001:00284108} 

5 {frcc001:00284212} 

6 {frcc001:00284234} 

7 {frcc001:00259419} 
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19.6.1 how KPMG had audited the recoverability of goodwill; and 

19.6.2 Mr Meehan’s attendance at Audit Committee meetings and 

discussions of the audit.  

 On 11 March 2015, KPMG answered the questions in the “Queries Tracker”.8 

 On 19 March 2015, the AQR team produced a draft “Issues Tracker” 

document setting out their provisional formal findings.9  

 On 26 March 2015, KPMG provided responses to those findings.10 

 On 30 March 2015, there was a close-out meeting between AQR and KPMG, 

at which the AQR team asked further questions about KPMG’s work on 

goodwill. 

 The next day, on 31 March 2015, Mr Bennett:  

19.11.1 amended and/or caused others to amend an existing audit work 

paper on the audit file in respect of the Regenersis 2014 Audit, 

relating to goodwill;  

19.11.2 met with Mr Wright to discuss the amended work paper and the 

AQR inspection; and then  

19.11.3 sent the newly amended work paper to AQR. 

 On 7 April 2015, AQR sent a revised “Issues Tracker” to KPMG.11  

 On 14 April 2015, KPMG responded to the revised “Issues Tracker”.12 

 On 21 July 2015, AQR issued its final letter notifying KPMG of the completion 

of the AQR review.13  

                                                           

8 {frcc001:00259456} 

9 {frcc001:00259459} 

10 {frcc001:00259465} 

11 {frcc001:00259486} 

12 {frcc001:00259482} 

13 {frcc001:00285708}; {frcc001:00285718}; {frcc001:00285710} 
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(2) The Carillion Inspection  

20. In 2017, the FRC’s AQR team performed an inspection of the Carillion 2016 Audit (the 

“Carillion Inspection”). The FRC’s AQR team included: 

 Emma Kavanagh (“Ms Kavanagh”), an AQR inspector; and 

 Archie Wilson (“Mr Wilson”), an AQR inspector. 

21. The principal events in the Carillion Inspection, in so far as relevant to this Formal 

Complaint were, in summary, as follows: 

 On 1 March 2017, the Carillion 2016 Audit was completed. 

 On 3 July 2017, the audit file was closed. 

 On 10 July 2017, Carillion issued a profit warning and announced a provision 

against its construction contracts of approximately £845 million. This caused 

the share price to fall by 70% over a matter of days. 

 On 18 September 2017, KPMG was notified of the FRC’s intention to perform 

the Carillion Inspection.14 

 On 29 September 2017, Carillion announced a further provision of 

approximately £200 million against its services contracts and a goodwill 

impairment charge of approximately £134 million, and reported a first-half 

loss of approximately £1.15 billion. 

 On 2 October 2017, the Carillion Inspection began. 

 On 3 October 2017, there was an opening meeting between the AQR team 

and KPMG personnel.15  

 On 10 October 2017, the first substantive meeting took place between the 

AQR team and KPMG personnel.  

 Between 10 and 12 October 2017, the Carillion Individual Respondents 

variously (in the combinations and manner set out below) created (a) some 

                                                           

14 {frcc001:00238004} 

15 {frcc001:00153145} 
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meeting minutes and (b) an amended version of an existing audit work 

paper on the audit file relating to construction contracts. 

 On 12 October 2017, KPMG sent the AQR team an email16 attaching those 

newly created minutes and the newly amended work paper; this email and 

its attachments are central to the allegations in respect of the Carillion 

Inspection.17 

 On 17 October 2017, there was a further meeting between the AQR team 

and KPMG personnel.18 

 On 15 November 2017, the AQR team raised formal queries with KPMG.19 

 On 17 November 2017, Carillion issued another profit warning, and 

indicated that it would breach its banking covenants the following month. 

 On 23 November 2017, KPMG responded to the AQR team’s formal 

queries.20 

 On 6 December 2017, the AQR team issued its draft report to KPMG.21 

 On 27 December 2017, KPMG responded to the draft report.22 

 On 12 January 2018, there was a close-out meeting between AQR and 

KPMG.23 

 On 15 January 2018, Carillion entered into liquidation.  

                                                           

16 {frcc001:00237629} 

17 {frcc001:00153342}; {frcc001:00153301}; {frcc001:00153300}; {frcc001:00153302}; 
{frcc001:00153299} 

18 {frcc001:00252843} 

19 {frcc001:00235358}; {frcc001:00235348} 

20 {frcc001:00238650}; {frcc001:00000261} 

21 {frcc001:00235508}; {frcc001:00235474}; {frcc001:00235493} 

22 {frcc001:00154298}; {frcc001:00000257} 

23 {frcc001:00237379} 
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22. On 18 January 2018, before the AQR team issued a final report, the Carillion 

Inspection was halted, and the Carillion 2016 Audit was referred to the FRC’s Case 

Examiner.24 

III. SUMMARY 

23. This Formal Complaint is concerned with the conduct of the Respondents in the 

course of the Regenersis Inspection and the Carillion Inspection. Although this Formal 

Complaint contains certain factual allegations as to the performance or non-

performance by the Respondents of particular items of audit work during the 

Regenersis 2014 Audit and the Carillion 2016 Audit, the question whether the audit 

work carried out during the Regenersis 2014 Audit and the Carillion 2016 Audit was 

adequate is not within the scope of these proceedings.  

(1) Regenersis 

24. In so far as it relates to the Regenersis Inspection, the essence of this Formal 

Complaint is as follows. 

(a) Mr Meehan’s attendance at Audit Committee meetings 

25. Mr Meehan, attended a meeting of Regenersis’s Audit Committee on 9 July 2014 (with 

Mr Smith).25 Before the meeting: 

 Mr Smith sent Mr Meehan the agenda for the meeting and told him that he 

would send him KPMG’s own paper for the meeting in advance; 

 Mr Smith and Mr Bennett each sent Mr Meehan a copy of KPMG’s audit plan 

to be approved by the Audit Committee; and  

 Mr Smith had a pre-meeting meeting with Mr Meehan. 

26. Mr Meehan attended another Regenersis Audit Committee meeting on 16 September 

2014. Before the meeting Mr Meehan asked Mr Smith for an opportunity to “talk thro 

the doc/issues”; Mr Smith offered him a choice of times for that purpose; and Mr 

Bennett sent Mr Meehan the agenda for the meeting and associated documents.26 

                                                           

24 {frcc001:00240709} 

25 {frcc001:00293051} 

26 {frcc001:00293059}; {frcc001:00283568}   
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27. …  

28. Despite these facts, on 11 March 2015 KPMG told AQR, to Mr Smith’s knowledge and 

with his approval, “Mr Meehan has neither attended any Audit Committee meetings 

nor discussed audit matters with either the audit team or the client”.27 Although the 

Executive Counsel does not suggest that Mr Meehan discussed audit matters with 

either the audit team or the client, or played any part in the meetings of the Audit 

Committee, this was misleading as Mr Meehan had been present at the meetings of 

the Audit Committee on 9 July 2014 and 16 September 2014. 

29. … 

(b) Goodwill  

30. KPMG’s audit file stated that an exercise relating to assessing the recoverability of 

goodwill had been carried out in the previous year’s audit but had not been repeated 

in FY2014. However, both in the audit report and in the report to Regenersis’s Audit 

Committee, the audit team suggested that such work had been carried out in FY2014. 

31. In the light of these contradictions, on 4 March 2015 the AQR team asked KPMG to 

clarify the position.28 

32. KPMG responded on 11 March 2015, stating that the “Comparative Discount Rates” 

tab of a spreadsheet used in assessing the recoverability of goodwill had been 

“updated” during the Regenersis 2014 Audit, and stating, “the final version appears, 

inadvertently, to have not been reflected on the file”.29 

33. On 19 March 2015, the AQR sent KPMG a draft “Issues Tracker” which proposed a 

criticism of the audit report on the ground that, if the exercise referred to above had 

not been performed in 2014, the audit report was misleading in that respect.30 

34. On 26 March 2015, KPMG responded arguing against that proposed criticism, stating, 

“During finalisation of the audit [the spreadsheet] was in fact updated (and is available 

                                                           

27 {frcc001:00259456} 

28 {frcc001:00259419} 

29 {frcc001:00259456} 

30 {frcc001:00259459} 
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if considered useful) but the final version appears, inadvertently, to not have been 

reflected on the file”.31  

35. At the close-out meeting on 30 March 2015, Ms Neilson asked for a copy of the 

supposedly updated spreadsheet which she had been told was available. 

36. On 31 March 2015, Mr Bennett (to the knowledge of and with the assistance of Mr 

Wright) sent to the AQR team a document which he represented was the updated 

spreadsheet, i.e., a document created at the time of the Regenersis 2014 Audit.32 This 

was untrue: that very day Mr Bennett had caused additional work to be done to the 

spreadsheet, and had then produced a substantially amended and updated version of 

it. His representation to the AQR that it was original audit work was false, as both he 

and Mr Wright knew. 

37. Mr Wright and Mr Bennett had a motive to conceal the true position from the AQR 

team in this way, to avoid the AQR team concluding that the audit report was 

misleading because an exercise to assess the recoverability of goodwill had not been 

properly carried out in FY14. 

(c) Allegations 

38. The Executive Counsel advances an allegation of Misconduct involving a lack of 

integrity against Mr Smith and (by virtue of the Misconduct of Mr Smith) against 

KPMG, arising out of the facts summarised in paragraphs 25 to 28 above. 

39. The Executive Counsel advances three allegations of Misconduct involving a lack of 

integrity against Mr Wright and Mr Bennett, and (by virtue of the Misconduct of Mr 

Wright and Mr Bennett) against KPMG, arising out of the facts summarised in 

paragraphs 30 to 37 above. These allegations cover:  

 first, the creation of a false and/or misleading document (i.e. the document 

purporting to be a spreadsheet updated during the Regenersis 2014 Audit);  

 second, the making of false and/or misleading representations about the 

date on which, and circumstances in which, the document was created; and  

                                                           

31 {frcc001:00259465} 

32 {frcc001:00259488} 
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 third, the making of false and/or misleading representations about the audit 

work performed, namely that the work described in the document had been 

performed during the Regenersis 2014 Audit.  

(2) Carillion 

40. In so far as it relates to the Carillion Inspection, the essence of this Formal Complaint 

is as follows. 

(a) False documents 

41. By an email dated 12 October 2017 and timed at 19:47, KPMG supplied some 

documents to the AQR team: first a set of minutes of overseas clearance meetings, 

and second an audit work paper relating to construction contracts.33 

42. The email (a first draft of which was written by Mr Kitchen, and the final text of which 

was approved by or acquiesced in by all the Carillion Individual Respondents) 

represented to the AQR team that these attachments were contemporaneous 

documents, created at the time of the Carillion 2016 Audit. 

43. That representation was untrue. As explained in detail below, the documents were in 

fact false, created (in whole or in part) less than 24 hours before the email was sent 

on 12 October 2017.  

44. As explained in detail below, the Carillion Individual Respondents knew that the 

representation to the AQR team that the documents attached to Mr Kitchen’s email 

existed at the time of the audit was untrue (or alternatively, they were reckless as to 

whether it was true or false). In relation to the minutes, Mr Wright and Mr Paw had 

colluded to make the documents look as though they had been created during the 

audit (including by having contemporaneous metadata), with Mr Wright telling Mr 

Paw “paste the words back into word documents created in Feb this year – please find 

a doc on your hard drive from the time of the audit”,34 and “they should look like 

minutes created at the time”.35 In relation to the audit work paper, although the email 

                                                           

33 {frcc001:00237629} 

34 {frcc001:00227134} 

35 {frcc001:00227141} 
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stated that it “should have been uploaded as this was prepared at year end 2016”,36 

in fact the relevant section had been finished only a few hours earlier. 

45. The Carillion Individual Respondents acted in this way (a) because they were aware 

that the AQR team was making enquiries about the minutes of overseas clearance 

meetings and about the audit work carried out on construction contracts, and (b) to 

avoid the AQR team criticising the conduct of the Carillion 2016 Audit in relation to 

those matters, especially in the context of Carillion and its affairs at the time of the 

Carillion Inspection (as to which see paragraphs 142 to 145 below). In addition, Mr 

Paw (given his junior status) was motivated by a desire to please his senior colleagues. 

(b) Allegations 

46. In relation to the false minutes, the Executive Counsel advances allegations of 

Misconduct involving a lack of integrity against all of the Carillion Individual 

Respondents (as appropriate according to their individual degree of involvement), and 

(by virtue of the Misconduct of the Carillion Individual Respondents) against KPMG, 

arising out of these facts. These allegations cover:  

 first, the creation of false and/or misleading documents (i.e. documents 

purporting to be minutes created during the Carillion 2016 Audit);  

 second, the making of false and/or misleading representations about the 

dates on which, and circumstances in which, the documents were created; 

and  

 third, the provision to the AQR team of false and/or misleading information 

contained in the documents. 

47. In relation to the false audit work paper, the Executive Counsel advances allegations 

of Misconduct involving a lack of integrity against Mr Meehan, Mr Kitchen and Mr 

Bennett (as appropriate according to their individual degree of involvement), and (by 

virtue of the Misconduct of Mr Meehan, Mr Kitchen and Mr Bennett) against KPMG, 

arising out of these facts. These allegations cover: first, the creation of a false and/or 

misleading document (i.e. the document purporting to be a work paper created during 

the Carillion 2016 Audit); second, the making of false and/or misleading 

                                                           

36 {frcc001:00237629} 
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representations about the document; and third, the making of false and/or misleading 

representations that the work described in the document had been performed during 

the Carillion 2016 Audit. 

IV. MISCONDUCT UNDER THE SCHEME 

48. Under paragraph 4(11) of the Scheme37, an act or omission by an employee of a 

Member Firm within the scope of his or her employment or as an agent of the 

Member Firm within the scope of his or her authority, either actual or ostensible, shall 

be taken as an act or omission of the Member Firm. All of the acts, omissions and 

knowledge of the Individual Respondents set out below were within the scope of their 

employment by or agency on behalf of KPMG and are attributable to KPMG. 

Therefore, the conduct of the Individual Respondents described below is to be treated 

as the conduct of KPMG. 

49. Under paragraph 8(7) of the Scheme38, a Disciplinary Tribunal may make an “Adverse 

Finding” against a Member against whom, or a Member Firm against which, a Formal 

Complaint has been made. 

50. In so far as material, an “Adverse Finding” is defined in paragraph 2(1) of the Scheme 

as:  

“a finding by a Disciplinary Tribunal that a Member or Member Firm has committed 
Misconduct […].”  

51. “Misconduct” is defined in paragraph 2(1) of the Scheme as:  

“an act or omission or series of acts or omissions, by a Member or Member Firm in 
the course of their or its professional activities (including as a partner, member, 
director, consultant, agent, or employee in or of any organisation or as an individual) 
or otherwise, which falls significantly short of the standards reasonably to be 
expected of a Member or Member Firm or has brought, or is likely to bring, discredit 
to the Member or the Member Firm or to the accountancy profession.” 

52. The standards of conduct reasonably to be expected of each of the Individual 

Respondents included those set out in the ICAEW Code of Ethics (the “Code of 

Ethics”), the current version of which has been in force since 1 January 2020. The Code 

which applied at the time (to which reference is made immediately below) had been 

in force from 1 January 2011. 

                                                           

37 Paragraph 5(11) of the December 2014 version of the Scheme  

38 Paragraph 9(7) of the December 2014 version of the Scheme 
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53. Paragraph 100.5 in Part A of the Code of Ethics sets out the five Fundamental 

Principles with which a professional accountant must comply. The first Fundamental 

Principle is as follows: 

“Integrity - to be straightforward and honest in all professional and business 
relationships.” 

54. Paragraphs 110.1 and 110.2 of the Code of Ethics expand on the concept of integrity 

as follows: 

“110.1 The principle of integrity imposes an obligation on all professional 
accountants to be straightforward and honest in all professional and 
business relationships. Integrity also implies fair dealing and truthfulness. 

It follows that a professional accountant's advice and work must be 
uncorrupted by self-interest and not be influenced by the interests of other 
parties. 

110.2 A professional accountant shall not knowingly be associated with reports, 
returns, communications or other information where the professional 
accountant believes that the information:  

(a) Contains a materially false or misleading statement;  

(b) Contains statements or information furnished recklessly; or  

(c) Omits or obscures information required to be included where such 
omission or obscurity would be misleading.  

When a professional accountant becomes aware that the accountant has 
been associated with such information, the accountant shall take steps to be 
disassociated from that information.” 

V. MATERIAL FACTS: REGENERSIS 

A. The beginning of the Regenersis Inspection  

55. On 29 January 2015:  

 Mr Meek informed KPMG by email that the Regenersis 2014 Audit had been 

selected for review by the AQR team and sent KPMG a file review 

questionnaire for completion.39 Mr Meek’s email attached a letter from Mr 

Meek to KPMG confirming the selection of the Regenersis 2014 Audit for 

review.40 That letter contained, in bold, the following passage (emphasis 

added): 
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“In accordance with the standard procedures followed by the FRC Audit Quality 
Review team, please make the electronic audit files and other audit working papers 
supporting the firm’s audit opinion available to us within three working days of the 
date of this request. These must be provided to us without addition or alteration.” 

 [KPMG employee] [role] told Mr Smith that the Regenersis 2014 Audit had 

been selected for review, and sent him a PowerPoint presentation titled 

“How to have a successful AQRT Engagement Review”.41 This included two 

references to the impairment of goodwill as being an area of particular 

interest to AQR teams. It also stated (on page 18) a requirement that “audit 

files and working papers must be provided to the AQRT without addition or 

alteration”. Mr Smith forwarded the presentation to Mr Wright and Mr 

Bennett.42 

 Mr Smith organised a conference call to take place to discuss the Regenersis 

Inspection. 43  It was attended by Mr Smith, Mr Wright, Mr Bennett and 

[KPMG employee].  

B. Early stages of the Regenersis Inspection 

56. By an email dated 3 February 2015 and timed at 08:08, KPMG returned the completed 

file review questionnaire.44 The questionnaire had contained the following as part of 

question 4.2: 

“Is there a separate Non Audit Relationship Partner? If so, how long has the 
individual been involved with the client and were they previously a member of the 
audit engagement team? Did this partner attend Audit Committee meetings during 
the year under review?” 

57. KPMG had answered that question in the following terms:45 

“Yes – Peter Meehan is the Non-Audit Relationship Partner since his rotation as 
audit partner in 2012. This is documented in our SAP system and in our final 
independence letter to the client (see 16 September 2014 AC document).  

He did not attend any Audit Committee meetings.” 

58. …  
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59. … 

60. On 5 February 2015, a meeting took place between the AQR team and KPMG (Mr 

Smith, Mr Wright, Mr Bennett, [KPMG employee], and [KPMG partner] [role]. The 

purpose of the meeting was to have an initial discussion of the audit and matters of 

interest to AQR; these included the valuation of goodwill (which had been identified 

in advance by Ms Neilson on the agenda for the meeting).46  

C. The queries tracker 

61. On 4 March 2015, Ms Neilson emailed a “Queries Tracker” to KPMG. This document 

raised the questions which the AQR team wanted KPMG to answer following an initial 

review of the audit file. Ms Neilson requested KPMG’s responses by 12 March 2015. 

As to this “Queries Tracker”:47 

 Query 1 included the following: 

“Reference is made in the independence letter to the previous engagement partner 
being the non-audit relationship partner. The wording in the independence letter 
states that ‘he will generally be unable to attend the Audit Committee meetings or 
be involved in any discussions with regard to the audit, the audit relationship or 
auditor independence. His role will instead be focused on maintaining a high quality 
client service from KPMG with regard to any non-audit work’ provided.  

[…] 

b) In view of the reference to ‘generally being unable to attend Audit Committee 
meetings etc’ please clarify whether Mr Meehan has attended any meetings with 
the Audit Committee since acting as non-audit relationship partner or discussed any 
audit matters with the audit engagement team or the client […]” 

 Query 23 included the following: 

“a) In response to the risk arising from the recoverability of goodwill the audit team 
noted in their audit report that they compared the group's assumptions to 
externally derived data. Furthermore in the report to the Audit Committee dated 16 
September 2014 the audit team noted that the discount rate was benchmarked 
against a relevant peer group. 

As the audit file notes that the benchmarking exercise was carried out in the prior 
year and not repeated in 2014, please clarify the accuracy of these statements.” 

62. KPMG then began an internal process of drafting responses to the queries tracker.  
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D. KPMG’s actions in response to query 1 (attendance at Audit Committee 

meetings) 

(1) Relevant facts prior to the AQR inspection 

(a) Introduction 

63. Mr Meehan had previously been the audit engagement partner for Regenersis but 

had become the NARP by December 2012. 

64. KPMG’s audit manual for all audits ending on or after 15 December 2013 provided as 

follows in relation to NARPs (emphasis added):48 

“The Non-Audit Relationship Partner (NARP) is the partner who has overall 
responsibility for the quality of service delivered by the firm with respect to all non-
audit services (albeit that other partners/directors are responsible for delivering 
those services). They are not allowed to attend Audit Committee meetings or get 
involved in any discussions with regard to the audit, either with the audit team or 
with the client. They may not have any connection with or any influence over the 
audit or the audit relationship, nor may they determine auditor independence 
issues e.g. by acting as the Sentinel Lead Partner. They must not charge any time to 
audit codes.” 

65. By solicitors’ letter dated 25 February 2020, KPMG has stated to the Executive Counsel 

that its policies in relation to NARPs from “at least June 2014” were in fact not 

governed by its audit manual (quoted above) but by two “policy documents”.49 These 

documents described the role of the NARP in materially identical terms to KPMG’s 

audit manual as quoted above, save that they stated that NARPs were not allowed to 

attend Audit Committee meetings “other than in exceptional circumstances. (These 

circumstances need to be documented fully and attendance would only be acceptable 

in the context of specific non-audit services)”.50  

66. The Auditing Practices Board’s Ethical Standard 3 (as at October 2009) stated the 

following at paragraph 14: 

“Where an audit engagement partner continues in a non-audit role having been 
rotated off the engagement team, the new audit engagement partner and the 
individual concerned ensure that that person, while acting in this new role, does not 
exert any influence on the audit engagement.” 
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67. Despite the above it is clear that, to Mr Smith’s knowledge:  

 Mr Meehan attended a Regenersis Audit Committee meeting on 9 July 

2014;51 and 

 Mr Meehan attended another Regenersis Audit Committee meeting on 16 

September 2014.52 

 … 

68. …  

 …  

 …  

… 

(b) Mr Meehan’s attendance at the Audit Committee meeting on 9 July 2014 

69. On 9 July 2014, Regenersis held an Audit Committee meeting. The Audit Committee 

meeting started at 09:30, was adjourned at 11:30 and re-convened at 12:05, and was 

closed at 13:15. 53  Later that afternoon, Regenersis held a Board meeting, which 

started at 15:15.54 

70. As to the meeting of the Audit Committee on 9 July 2014: 

 On 20 January 2014, Mr Smith received an email from Regenersis stating, 

“the June board meeting (inc audit committee meeting) has been moved 

from 19th June to 9th July 2014. It will still take place in Wigmore street as 

usual”. Mr Smith immediately forwarded this email to Mr Meehan, writing, 

“Peter – fyi”.55 

                                                           

51 {frcc001:00293051}; {frcc001:00295016} (at page 70) 

52 {frcc001:00295016} (at page 90) 

53 {frcc001:00288617} 

54 {frcc001:00288620} 

55 {frcc001:00293044} 



 

Legal02#95016889v6[LXC03] 20 

 On 18 June 2014, Mr Meehan caused an email to be sent to Mr Smith asking 

when the meeting would start.56 

 The same day, Mr Smith informed Mr Meehan that the meeting would start 

at 09:30, sent him the agenda for the Audit Committee meeting, and added 

“Packed agenda (I have not sent the other papers – there are a lot – but will 

send you ours once it is done – which will be by 2nd July)”.57 

 …  

 On 3 July 2014, Mr Smith caused an electronic invitation to be sent to Mr 

Meehan (and [KPMG employee] [role] inviting them to a pre-meeting 

meeting at 08:30 at Starbucks, an hour before the Regenersis Audit 

Committee meeting was due to start.58 

 Mr Meehan accepted electronic invitations to both meetings.59 

 Both meetings were entered in Mr Meehan’s handwritten appointments 

diary, which recorded, “8.30 Starbucks 9.30 Regenersis Board Meeting 

Wigmore St (London)”.60 Given that the Audit Committee meeting was due 

to start at 09:30 and that the Board meeting was not to be held until later in 

the day, after the completion of the Audit Committee meeting, it is the 

Executive Counsel’s case that this entry in Mr Meehan’s diary shows that it 

was intended that Mr Meehan would attend the Audit Committee meeting. 

 On 3 July 2014, both Mr Smith61 and (independently) Mr Bennett62 sent Mr 

Meehan a copy of KPMG’s audit plan for 2014 (marked as being for approval 

by the Audit Committee on 9 July 2014). 
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 On 9 July 2014 at 08:30, Mr Smith had a “pre-meeting” meeting with Mr 

Meehan and [KPMG employee], which Mr Smith described as a “catch up 

with [KPMG employee] / Peter”.63 

 Mr Smith attended the Audit Committee meeting on 9 July 2014. 

 On the day of the meeting, Mr Meehan sent an internal email at 10:3364 

stating that he was in a meeting. Then, at 12:35,65 he sent a further internal 

email in which he said “I am running over”, thereby stating by implication 

that he was still in the meeting. Both at 10:33 and at 12:35, the Audit 

Committee meeting was in progress, and the Board meeting had not yet 

started.  

 Mr Smith has accepted in representations dated 7 July 2020 that Mr Meehan 

is “likely” to have been present at the Audit Committee meeting on 9 July 

2014. Mr Meehan, however, has denied this (in representations dated 7 July 

2020, at paragraphs 4.a to 4.f). 

71. In light of the matters set out at paragraph 70 above, it is to be inferred that:  

 Mr Meehan attended the Audit Committee meeting on 9 July 2014; and  

 Mr Smith knew that Mr Meehan attended that meeting. 

 For the avoidance of doubt, Mr Meehan was not listed as being among those 

in attendance in the minutes of the meeting of the audit committee. 66 

Executive Counsel does not allege that Mr Meehan actively participated in 

that meeting or was otherwise in breach of the requirements of ES3. 

(c) Mr Meehan’s attendance at the Audit Committee meeting on 16 September 2014 

72. As to the Regenersis Audit Committee meeting on 16 September 2014: 
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 On 10 September 2014, Mr Meehan sent an email to Mr Smith and Mr 

Bennett with subject line “Regenersis”, writing, “Is there a chance to talk 

thro the doc/ issues thurs pm /fri???”. Mr Smith immediately responded, 

“I’m in Thurs pm but various meetings (incl Marston’s if you are interested). 

Also in Fri AM”.67 

 On 12 September 2014 at 10:23, Mr Bennett sent Mr Meehan the agenda 

for the Audit Committee meeting to be held at 10:00 on 16 September 2014 

together with documents to be discussed.68  These included a document 

prepared by KPMG titled “Audit Committee Document for the year ended 30 

June 2014”; it stated that it had been “produced for the Audit Committee 

meeting to be held on 16 September 2014 to discuss certain matters arising 

from our audit work on Regenersis Plc and its subsidiaries … for the year 

ended 30 June 2014”.69 Mr Bennett wrote, “FYI – I’ll print a copy of our 

doc”.70 

 Mr Smith attended the Audit Committee meeting on 16 September 2014.  

 Mr Meehan’s diary included an entry on 16 September 2014 “10.00 

Regenersis Board Mtg”.71 

 On 19 September 2014, Jog Dhody ("Mr Dhody"), the group chief financial 

officer of Regenersis, sent an email to Mr Meehan stating, “Sorry I didn’t get 

a chance to speak with you earlier this week”.72 

 Mr Smith has accepted in representations dated 7 July 2020 that Mr Meehan 

is “likely” to have been present at the Regenersis offices on 16 September 

201473. 

73. In light of the matters set out at paragraph 72 above, it is to be inferred that:  
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 Mr Meehan attended the Audit Committee meeting on 16 September 2014, 

and that  

 Mr Smith knew that Mr Meehan attended that meeting.  

 For the avoidance of doubt, Mr Meehan was not listed as being among those 

in attendance in the minutes of the meeting of the audit committee 74 . 

Executive Counsel does not allege that Mr Meehan actively participated in 

that meeting or was otherwise in breach of the requirements of ES3. 

(d) … 

74. … 

(2) KPMG’s actions in responding to the questionnaire 

75. As noted at paragraph 55.1 above, on 29 January 2015, the AQR team had sent KPMG 

a standard-form questionnaire.75 Question 4.2 had asked whether there was a NARP, 

and if so whether the NARP: 

 had previously been a member of the audit team; and/or 

 had attended Audit Committee meetings during the year under review.  

76. …  

77. These enquiries set in motion the following events within KPMG: 

 Mr Wright prepared a draft answer to the questionnaire on the day that it 

was received, saving it to KPMG’s shared drive at 18:38 on 29 January 2015. 

That draft version answered question 4.2 as follows:76  

“Yes – Peter Meehan continues to act as the Non-Audit Relationship Partner since 
his rotation as audit partner in 2012. This is documented in our SAP system and in 
our final independence letter to the client (see 16 September 2014 AC document).  

He did not attend any Audit Committee meetings in FY14.” 

 … 
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 … 

77.3.1 … 

77.3.2 …  

77.3.3 … 

 … 

 On 30 January 2015, Mr Smith made two marginal comments on the draft 

response to question 4.2 which had been saved by Mr Wright at 18:38 on 29 

January 2015. Mr Wright’s response had read as follows:77 

“Yes – Peter Meehan continues to act as the Non-Audit Relationship Partner since 
his rotation as audit partner in 2012. This is documented in our SAP system and in 
our final independence letter to the client (see 16 September 2014 AC document). 

 He did not attend any Audit Committee meetings in FY14”.  

 Mr Smith’s first marginal comment was in relation to the words “Peter 

Meehan continues to act as the”. Mr Smith commented “Just say ‘is the’.”78 

 Mr Smith’s second marginal comment was in relation to the words “He did 

not attend any Audit Committee meetings in FY14”. Mr Smith commented 

“He does not attend Audit Committee meetings. [yours sounds like he did in 

FY13]”.79 

78. Mr Smith’s comments were adopted. Then, by an email dated 3 February 2015 and 

timed at 08:08, KPMG sent the AQR Team the final version of the completed 

questionnaire, which read as follows in answer to question 4.2:80 

“Yes – Peter Meehan is the Non-Audit Relationship Partner since his rotation as 
audit partner in 2012. This is documented in our SAP system and in our final 
independence letter to the client (see 16 September 2014 AC document).  

He did not attend any Audit Committee meetings.” 
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(3) KPMG’s actions in responding to the queries tracker 

79. The answer set out at paragraph 78 above was then the subject of query 1 in the 

queries tracker, which asked the following:81 

“b) In view of the reference to ‘generally being unable to attend Audit Committee 
meetings etc’[82] please clarify whether Mr Meehan has attended any meetings with 
the Audit Committee since acting as non-audit relationship partner or discussed any 
audit matters with the audit engagement team or the client” 

80. On 5 March 2015, [KPMG employee] [role] drafted the following suggested response 

to query 1(b) and emailed it to [KPMG employee] and [KPMG partner]:83 

“Mr Meehan has neither attended any Audit Committee meetings nor discussed 
audit matters with either the audit team or the client. The reason ‘generally’ is 
included is because our rules state that the NARP is not allowed to attend Audit 
Committee meetings other than in exceptional circumstances which must be 
approved by Audit Quality & Risk Management and documented fully, and 
attendance would only be acceptable in the context of specific non-audit services.  
It is therefore a possibility he could attend although this would not generally be the 
case.”  

81. Against the first sentence, [KPMG employee] inserted the marginal comment “I’m 

hoping this is the case”.84 

82. Separately, Mr Smith saved a different version of the queries tracker to the shared 

drive with the title “Regenersis Plc - queries 2 3 15 stuart”.85  This contained the 

following draft response to query 1(b): “No, no and no”.  

83. On 6 March 2015, a version of the queries tracker last amended by Mr Wright was 

saved to the shared drive with the title “Regenersis Plc – AW 050315”.86 This version 

included two possible answers in response to query 1(b). As to these: 
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 The first (in the main body of the text) was “Mr Meehan has attended no 

meetings with the Audit Committee, nor discussed any audit matters with 

the engagement team or the client”.87 

 The second (in a marginal note, with the comment “[KPMG employee]'s 

answer”) was the text suggested by [KPMG employee] but without her 

comment “I’m hoping this is the case”.88 

84. These two possible answers were included in a version that was forwarded by Mr 

Smith to [KPMG employee], Mr Wright and Mr Bennett on 7 March 2015 and was then 

in turn forwarded 89 by [KPMG employee] to [KPMG partner] and [KPMG employee] 

[role].90 

85. On 9 March 2015, [KPMG partner] sent a version with a comment “I would go with 

[KPMG employees]'s drafting”.91 

86. The same day, Mr Bennett saved a version of the queries tracker to the shared drive 

which used [KPMG employee's] suggested response as the answer in the main body 

of the text.92  

87. By an email dated 11 March 2015 and timed at 16:26, Mr Bennett sent KPMG’s 

response to the queries tracker, copying Mr Smith and Mr Wright.93 The answer to 

query 1(b) was as follows: 

“Mr Meehan has neither attended any Audit Committee meetings nor discussed 
audit matters with either the audit team or the client. The reason ‘generally’ is 
included is because our rules state that the NARP is not allowed to attend Audit 
Committee meetings other than in exceptional circumstances which must be 
approved by Audit Quality & Risk Management and documented fully, and 
attendance would only be acceptable in the context of specific non-audit services. 
It is therefore a possibility he could attend although this would not generally be the 
case.” 
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88. The first sentence of this answer was misleading, and Mr Smith was reckless as to 

whether it was misleading.  

E. KPMG’s actions in response to query 23 (goodwill) 

(1) Relevant events during and shortly after the audit 

(a) The Client Spreadsheet 

89. On 26 August 2014, during the Regenersis 2014 Audit, Regenersis sent Mr Bennett an 

Excel spreadsheet titled “Goodwill Impairment Review FY14 – updated with final 

consol jnls [sic]” (the “Client Spreadsheet”).94  

90. The Client Spreadsheet set out Regenersis’s own assessment of the carrying value of 

goodwill. 95  It forecast cashflows from Regenersis’s cash-generating units and 

discounted those cashflows at Regenersis’s weighted average cost of capital 

(“WACC”). The choice of discount rate was an exercise of judgement, albeit one that 

was required to be made in accordance with the relevant accounting standard.  

91. In the “Methodology for WACC calc” tab of the Client Spreadsheet,96  Regenersis 

stated:  

 that in the prior year, it had carried out an external benchmarking exercise 

on any published WACC rates;97  

 that this exercise had “identified that the Regenersis calculation method 

yielded a WACC which was comparable to the indisutry” (sic);98 and  

 “This analysis has not been repeated in FY14 as it is assumed that the WACC 

for external companies will not have varied significantly”.99  
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92. In the same tab, Regenersis also stated that in the prior year it had carried out an 

external benchmarking exercise on quoted discount rates, and that for the same 

reasons it had not been repeated.100  

93. In the same tab, in relation to both WACC rates and quoted discount rates, Regenersis 

stated that the prior year analysis could be found in the “Comparative discount rates” 

tab.101 

(b) The Original Goodwill Paper and Original Goodwill Summary 

94. Mr Bennett forwarded the Client Spreadsheet to a junior KPMG employee, Xiaoyu 

(Ginny) Kuang (“Ms Kuang”). Ms Kuang was thereafter primarily responsible for the 

audit work on goodwill.102 This was principally recorded by KPMG in two documents:  

 its work paper “3.2.10.4 TOD 1.0010 GOODWILL IMPAIRMENT REVIEW FY1” 

(the “Original Goodwill Paper”);103 and 

 its work paper “3.2.10.4 TOD 1.0050 Goodwill Impairment Review” (the 

“Original Goodwill Summary”).104  

95. The Original Goodwill Paper 105  consisted of the Client Spreadsheet with various 

additions by KPMG. Most notably: 

 In the “Methodology for WACC calc” tab, KPMG added a new column 

headed “KPMG Assessment”. In this, next to the explanations given by 

Regenersis (i.e., that it had carried out external benchmarking for both 

WACC rates and discount rates in the prior year but had not repeated them), 

KPMG noted, “Spreadsheet had been agreed to PY [prior year] audit work”. 

 In the “Comparative discount rates” tab:  

95.2.1 KPMG added a box at the top, stating as follows: “KPMG audit 

work. This spreadsheet had been agreed to PY [prior year], and 
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this calculation is not updated in 2014 as no significant differnece 

[sic] expected.” 

95.2.2 KPMG added a similar box at the bottom, stating as follows: 

“KPMG audit work. Th e [sic] WACC has been compared to 

competitors and key customers. The key comparable pre tax rates 

have been agreed to discount factors.” This wording was identical 

to wording on what seems to have been the final version of the 

equivalent KPMG work paper from the prior year.106 

96. The Original Goodwill Paper was completed107 in draft by 28 August 2014 at the latest, 

when Mr Bennett told Mr Smith that it was available for review.108 It is not known to 

what extent it was subsequently modified by KPMG during the post-signing review 

carried out in late October 2014 (see paragraphs 104 to 106 below). 

97. The Original Goodwill Summary was a Word document setting out a narrative 

explanation of Regenersis’s goodwill position and calculations and the audit work 

which KPMG had done.109 It was dated 27 August 2014; again, it is not known to what 

extent it was subsequently modified by KPMG during the post-signing review referred 

to below.  

98. In relation to the discount rates used by Regenersis, the Original Goodwill Summary 

recited the work performed by Regenersis and then stated as follows:110 

“[In relation to the WACC rate] KPMG reviewed the calculation and identified the 
rates used are in line with published data” 

“[In relation to the discount rates] These pre-tax discount rates were compared/ 
benchmarked by the client against ‘similar/related’ companies and were noted 
relatively consistent. See 3.2.10.4.TOD1.0010 [i.e., the Original Goodwill Paper]. 
KPMG have agreed the key comparisons to third party data.” 

99. In interview with the FRC, Ms Kuang stated that she had written these passages and 

that they related to the exercise of agreeing to the prior year’s benchmark data.111  
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(c) The report to the Audit Committee and the independent auditor’s report 

100. Since the AQR team’s (subsequent) query 23(a) arose from the contrast between: 

 the statements in the Original Goodwill Paper that KPMG had done no more 

than agree Regenersis’s calculations to the prior year; and 

 what KPMG reported both to the Audit Committee on 16 September 2014 

and in its independent auditor’s report dated 22 September 2014, 

the Executive Counsel now briefly summarises matters relevant to those reports. 

101. On 28 August 2014, Mr Smith reviewed a draft of KPMG’s proposed presentation to 

the Audit Committee and made manuscript amendments which he then scanned and 

emailed to Mr Bennett.112  

102. The original document had stated (in relation to goodwill impairment testing rates), 

“They have also been benchmarked against a relevant peer group and are 

reasonable”. In his manuscript amendments, Mr Smith altered this so that it read, 

“We have also benchmarked against a relevant peer group and found them to be 

reasonable”.113 This was not accurate in so far as it suggested that this exercise had 

been performed against current-year data (although the Executive Counsel does not 

suggest that Mr Smith was aware of this inaccuracy). That description was retained in 

the presentation actually made to the Audit Committee on 16 September 2014.114 

103. KPMG signed its independent auditor’s report on 22 September 2014.115 The Report 

contained the following description of the audit work performed in relation to the 

discount rates used in the goodwill impairment test:  

“We evaluated the assumptions and methodologies used by the Group, in particular 
those relating to the forecast revenue growth and profit margins. We compared the 
Group’s assumptions to externally derived data as well as our own assessments in 
relation to key inputs such as projected economic growth, competition, cost 
inflation and discount rates, as well as performing break-even analysis on the 
assumptions.” 

                                                           

112 {frcc001:00283099} 

113 {frcc001:00283099} 

114 {frcc001:00259414} 

115 {frcc001:00292048} 



 

Legal02#95016889v6[LXC03] 31 

104. In late October 2014, the Original Goodwill Paper was the subject of a post-signing 

review (which stated that its purpose was “to identify any learning points and to make 

suggestions for improvement of the documentation of your team’s work prior to the 

finalisation of the files or in the future”).116 The reviewer recorded the following view 

in relation to KPMG’s audit work on goodwill: 

“In the response section of the goodwill risk in the Audit Report you note that ‘We 
compared the Group's assumptions to externally derived data as well as our own 
assessments in relation to key inputs such as projected economic growth, 
competition, cost inflation and discount rates’. In the cross referenced audit report 
at 4.7.3.0020 the support for this comment is given as 3.2.10.4 TOD 1.0050 [i.e., the 
Original Goodwill Summary] but in looking at this paper and the other papers in the 
goodwill section I didn’t see a great deal of evidence to support this comment, 
apologies if I missed it.” 

105. In an annotated version of the review, saved to the shared drive and last modified by 

Mr Smith at 18:55 on 5 November 2014, Mr Smith added the following response:117 

“this is a really good point – what externally derived data have we compared to? 
Make clearer. I think we looked at others for disc rates?? Growth rates??” 

106. Although it is apparent from internal KPMG emails that on 6 November 2014 (which 

was the day on which the audit file had to be closed and archived) members of the 

audit team were meeting and discussing action points from the post-signing review, 

the Executive Counsel has not located any relevant updated annotations or action 

points.118 However, metadata shows that both the Original Goodwill Paper and the 

Original Goodwill Summary were last modified on that day. 119  It is not possible, 

therefore, to tell which parts of those documents were created before the 

independent auditor’s report was signed on 22 September 2014 and which were 

created only in response to the query raised in the post-signing review. 

(2) KPMG’s actions in responding to query 23(a) in the queries tracker 

107. A draft response to the queries tracker was saved to the shared drive by Mr Wright at 

17:02 on 6 March 2015.120 Against the second part of query 23(a) (which read, “As the 
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audit file notes that the benchmarking exercise was carried out in the prior year and 

not repeated in 2014 […]”), Mr Wright had added a marginal note which read as 

follows:  

“It does actually say this!! Unbelievable. ” 

108. Mr Wright then proposed the following as an answer to query 23(a):121 

“This is an error – the discount rates were benchmarked as set out in the summary 
attached at 3.2.10.4 TOD 1.0050. The spreadsheet in TOD 1.0010 (tab “comparative 
discount rates”) was updated but the final version appears to have not been 
reflected on the file.” 

109. Mr Wright also added a marginal note to this draft answer which read as follows:122 

“Best I can come up with”.  

110. A further draft response to the queries tracker was saved to the shared drive on the 

same day at 18:27; it had last been modified by Mr Wright. In this further draft, the 

two marginal notes quoted above had been deleted, and the draft response to query 

23(a) now read as follows:123 

“The discount rates were benchmarked to a relevant peer group as set out in the 
summary attached at 3.2.10.4 TOD 1.0050 [i.e., the Original Goodwill Summary]. 
We compared the factors used in deriving the WACC (such as risk free rates) to 
external data sources (as set out on the tab “WACC”) such as US gilt rates. The 
spreadsheet in TOD 1.0010 [i.e., the Original Goodwill Paper] (tab “comparative 
discount rates”) was updated but the final version appears, inadvertently, to have 
not been reflected on the file.” 

111. In addition, Mr Wright had added a new marginal note against the words “was 

updated but the final version appears, inadvertently, to have not been reflected on the 

file” addressed to [KPMG employee]. This new marginal note read as follows:124 

“[[KPMG employee] – not a great piece of work this one, preference for this or… we 
did agree to externally derived data, just that our assessment was that the 
difference year-on-year was not significant.]” 

112. A similar version (in which the draft response to query 23(a) had been amended only 

by the insertion, in the second sentence, of “various” before “factors”) was circulated 
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by Mr Smith to Mr Wright, Mr Bennett and [KPMG employee] on 7 March 2015 with 

the subject “Regenersis – first cut at answers”.125 

113. On 9 March 2015, [KPMG employee] circulated a new version of the draft response 

which included her comments as well as comments from [KPMG partner] and [KPMG 

employee]. Against Mr Wright’s question on query 23(a), she wrote, “OK, noted”.126 

114. No further material events in relation to query 23(a) took place until 11 March 2015, 

when Mr Bennett sent the AQR team KPMG’s responses to the queries tracker. Mr 

Bennett’s email was copied to, among others, Mr Wright.127 The response to query 

23(a) remained unchanged from the text included in the version saved at 18:27 on 6 

March 2015. It ended, “The spreadsheet in TOD 1.0010 (tab ‘comparative discount 

rates’) was updated but the final version appears, inadvertently, to have not been 

reflected on the file”. 

115. On 19 March 2015, the AQR team sent the draft issues tracker to KPMG.128 On pages 

5 and 6, at point (d) under the heading “Audit evidence and related judgments”, the 

FRC raised the following issue in relation to goodwill: 

“Benchmarking of discount rate 

Background 

In response to the risk arising from the recoverability of goodwill, the audit team 
noted in their audit report that the group's assumptions were compared to 
externally derived data. Furthermore, in the report to the Audit Committee dated 
16 September 2014, the audit team stated that the discount rate was benchmarked 
against a relevant peer group. 

The audit file also noted that the benchmarking exercise was carried out. However, 
the spreadsheet where the benchmarking review was documented related to work 
undertaken in the prior year. 

Issue 

The audit work to address the risk arising from the recoverability of goodwill does 
not reflect the comparison of the discount rate to externally derived data or the 
audit team’s assessment of the results of such a comparison. Were the comparison 
to have not been performed, the audit report was misleading in this respect.” 
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116. On 24 March 2015, Mr Smith sent a draft proposed response to the issues tracker to 

Mr Wright.129 The proposed response to issue (d) was as follows: 

“We do not consider that the audit report was misleading in this respect. The 
discount rates were benchmarked to a relevant peer group as set out in the 
summary attached at 3.2.10.4 TOD 1.0050.  

Numerous elements used in determining the discount rate were compared to 
externally derived data. For example, as set out on the tab “WACC”, we compared 
the various factors used in deriving the WACC (such as risk free rates) to external 
data sources (such as gilt rates). The spreadsheet in TOD 1.0010 (tab “comparative 
discount rates”) also shows comparisons to external data. It notes that this 
comprises analysis from prior year and assesses that no significant difference would 
be expected. During finalisation of the audit this was in fact updated but the final 
version appears, inadvertently, to have not been reflected on the file.  

Notwithstanding, as described above the audit file therefore does evidence 
significant levels of comparison of the discount rate and the elements which go into 
its calculation to externally derived data and the audit team’s assessment of these. 
This supports the description of our audit work in the audit report.” 

117. Mr Smith had added two marginal notes. In particular: 

 In relation to the sentence “The discount rates were benchmarked to a 

relevant peer group as set out in the summary attached at 3.2.10.4 TOD 

1.0050”, Mr Smith had added the suggestion “Which was prepared after the 

testing at .10? so reflected our final assessments? [sic]”.  

 In relation to the words “For example”, Mr Smith had added “We may as 

well pick out as many examples as we can of comparisons to externally 

derived data. Can someone look for all the others”. 

118. These suggestions were acted on by Mr Bennett, who circulated an amended 

proposed response (also incorporating some additional minor changes made by Mr 

Smith) on 25 March 2015 at 09:47.130 The text in response to issue (d) now read as 

follows (with changes from the draft referred to in paragraph 116 above shown by 

underlining/strikeout): 

“Context 

We do not consider that the audit report was misleading in this respect. The 
discount rates were benchmarked to a relevant peer group as set out in the 
summary attached at 3.2.10.4 TOD 1.0050 [i.e., the Original Goodwill Summary], 
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which was prepared after the spreadsheet at 3.2.10.4 TOD 1.0010 [i.e., the Original 
Goodwill Paper] and thus represented our final assessment.  

Numerous elements used in determining the discount rate were compared to 
externally derived data as shown on the spreadsheet in TOD 1.0010. For example, 
as set out on the tab “WACC”, the items we compared the various factors used in 
deriving the WACC (such as included: risk free rates) to external data sources (such 
as gilt rates). The spreadsheet in TOD 1.0010 ( rate; small company premium; 
market risk premium and Beta. As set out on the tab “comparative discount rates”) 
we also shows made further comparisons here to external data. It notes that this 
comprises analysis from prior year and assesses that no significant difference would 
be expected. During finalisation of the audit this was in fact updated but the final 
version appears, inadvertently, to not have not been reflected on the file.  

Notwithstanding, as described above the audit file therefore does evidence 
significant levels of comparison of the discount rate and the elements which go into 
its calculation to externally derived data and the audit team’s assessment of these. 
This supports the description of our audit work in the audit report.  

Action  

We will continue to ensure the audit report cross references to the procedures 
performed in the audit file by including a workpaper with more specific references 
from the audit report to the individual procedures performed.” 

119. On 25 March 2015 at 12:19, [KPMG employee] commented on this draft as follows:131 

 In relation to the entire first paragraph, [KPMG employee] wrote, “What 

date of information was used – in the background they seem to suggest we 

used PY [prior year] work? Should we be challenging this? Or were we doing 

out turn analysis because presumably current year information is not 

available? Or was something mis-labeled [sic] ?” 

 In relation to the sentence “It notes that this comprises analysis from prior 

year and assesses that no significant difference would be expected”, [KPMG 

employee] asked, “Because…….?”. 

 In relation to the sentence “During finalisation of the audit this was in fact 

updated but the final version appears, inadvertently, to not have been 

reflected on the file”, [KPMG employee] asked, “Can we provide the final 

version as an attachment?”. 

 In relation to the new “Action” paragraph, [KPMG employee] suggested, 

“And to make sure the final version of documents are attached to the eAudIT 

file?”. 
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120. On 25 March 2015 at 19:37, Mr Bennett responded to [KPMG employee]’s first query 

(about the date of the work) as follows:132 

“The file had some analysis for the PY [prior year] and some for the current year (as 
set out below). The updated prior year analysis was not uploaded to the eAudiT 
file.”  

121. Mr Bennett did not respond to [KPMG employee]’s other queries, including in 

particular her query whether it was possible to provide as an attachment the final 

version of the Original Goodwill Paper supposedly “inadvertently” not reflected on the 

audit file. 

122. The next day (26 March 2015) at 22:24, Mr Smith sent Ms Neilson KPMG’s final 

response to the issues tracker.133 Mr Smith’s email was copied to, among others, Mr 

Wright and Mr Bennett. One material change had been made (by Mr Smith) to the 

response to issue (d), as follows (shown underlined): “During finalisation of the audit 

this was in fact updated (and is available if considered useful) but the final version 

appears, inadvertently, to not have been reflected on the file”. 

123. On 30 March 2015 at 15:00, a close-out meeting took place between KPMG and the 

AQR team.134 At that meeting, Ms Neilson requested (among other things) that KPMG 

provide her with the updated version of the Original Goodwill Paper.  

124. The same day at 17:29, Ms Neilson emailed KPMG stating that the AQR team would 

aim to send KPMG the revised issues tracker by close of business on 7 April 2015 and 

asking, “Please could you provide the additional information to us as soon as 

possible.”.135 

125. The same day at 18:05, Mr Bennett emailed Ms Neilson, stating (among other things), 

“Goodwill discount rate benchmarks will follow as soon as we have collated from 

team”.136 Mr Bennett’s email was copied to, among others, Mr Wright. Mr Bennett’s 

statement that the goodwill discount rate benchmarks would be “collated from team” 

was intended to convey, and did convey, the meaning that the exercise that was about 
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to be undertaken consisted of gathering from the members of the audit team 

information that had been recorded in the course of the Regenersis 2014 Audit. This 

was, as Mr Bennett knew, untrue and/or misleading. Mr Bennett knew that there was 

no existing updated version of the Original Goodwill Paper in existence and intended 

that the Original Goodwill Paper would in fact undergo substantial new work before 

being sent to the AQR team. 

126. The next day at 12:10, Mr Bennett sent a general email to a large group of junior 

employees at KPMG’s Birmingham audit department asking for assistance in the 

following terms (ellipsis in original): “Is there anyone in the office today that can help 

me with an urgent and important task? It should take less than an hour and is quite 

interesting…”137 

127. A [role] KPMG employee named [KPMG employee] volunteered, and at 12:18 Mr 

Bennett replied, “I’ll come and find you”.138 [KPMG employee] was [role] and had had 

no prior involvement in the Regenersis audit. 

128. At 12:24, Mr Bennett emailed [KPMG employee], without comment, a modified 

version of the Original Goodwill Paper (“Goodwill Paper Version 2”).139  

129. Goodwill Paper Version 2 had been modified (by, it is to be inferred, Mr Bennett) in 

the following ways:140 

 The “Comparative discount rate” tab had been highlighted in red. 

 The box which had previously been at the top of this tab (which had stated, 

“KPMG audit work. This spreadsheet has been agreed to PY [prior year], and 

this calculation is not updated in 2014 as no significant differnece [sic] 

expected”) had been deleted. 

 The box which had previously been at the bottom of the page (which had 

stated, “KPMG audit work. The WACC has been compared to competitors 

                                                           

137 {frcc001:00259475} 

138 {frcc001:00259475} 

139 {frcc001:00259476} 

140 {frcc001:00259476} 



 

Legal02#95016889v6[LXC03] 38 

and key customers. The key comparable pre tax rates have been agreed to 

discount factors”) had been moved to the top of the page. 

 Additional columns G to I had been inserted, which gave discount rates at 

more recent dates (in 2013 and 2014) than had been present in the Original 

Goodwill Paper (which had shown 2011 and 2012 dates – those columns had 

now been hidden).  

 The column labelled “WACC per Wiki/Wealth.com” had been deleted. 

130. The same day at 15:50, [KPMG employee] sent an email to Mr Bennett to which he 

attached a further revised version of the Original Goodwill Paper (“Goodwill Paper 

Version 3”).141 [KPMG employee] wrote, “Apologies for the delay, was not able to 

figure out a few. Please find attached the updated spreadsheet”. [KPMG employee] 

had made the following amendments to the “Comparative Discount Rates” tab of 

Goodwill Paper Version 2: 

 He had added to columns G and I discount rates for an additional 19 

comparator companies. 

 He had highlighted in yellow seven blank cells of column H to draw attention 

to the fact that they contained no discount rate. 

131. The same day at 16:30, a meeting was scheduled between Mr Bennett and Mr Wright 

which the relevant electronic invitation described as a “Regenersis aqr [sic] catch 

up”.142 Mr Wright accepted the electronic invitation and it is to be inferred that the 

meeting took place.143  

132. The Executive Counsel’s case is that at this meeting Mr Wright:  

 became aware (if he did not know already) that Mr Bennett was in the 

process of producing an amended work paper for transmission to AQR; and  

 assisted and/or connived with Mr Bennett in doing so.  
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133. This case is supported not only by the timing and circumstances of this meeting but 

also by a subsequent email exchange on 10 April 2015, in which Ms Kuang asked, 

“Have we ever compared Regenersis with Computacenter?” and Mr Bennett 

responded, “Alistair and I did in a response to an AQR question!!”.144 

134. On 31 March 2015 at 17:42, Mr Bennett sent an email to Ms Neilson to which he 

attached another version of the spreadsheet (the “AQR Version of the Goodwill 

Paper”).145 Mr Bennett’s email was copied to, among others, Mr Wright. The AQR 

Version of the Goodwill Paper146 had been further amended from Goodwill Paper 

Version 3 as follows: 

 The box at the top of the page had been considerably expanded. It now 

stated as follows: 

“KPMG audit work 

The WACC has been compared to competitors and key customers by client below  

The key comparable rates have been agreed to discount factors (highlighted green) 
per the latest published financial statements  

We have searched internet for "Not available" lines. Confirmed the detailed 
discount rates are not available.  

We note the comparator group does not include many software companies so we 
have added two for similar software business.  

We have also added a reverse logistics provider. These 3 additional rates are shown 
in the blue box to the right  

Regenersis's discount rates the rates used are in line with published data (a little bit 
more prudent).” 

 There were numerous other amendments designed to reflect this 

description of the supposed “KPMG audit work”.  

135. The final result was that the AQR Version of the Goodwill Paper sent147 by Mr Bennett 

on 31 March 2015 was materially different from the Original Goodwill Paper.148 Full 
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details are contained in Appendix A, but in summary material had been included in 

the AQR Version of the Goodwill Paper which:149 

 compared the list of customers, competitors, and industry peers to discount 

rates for the year ended 2013 and half years to 30 June 2013 and 2014, 

instead of to 2011 and 2012;  

 calculated the median, lower quartile and upper quartile of the above 2013 

and 2014 discount rates for comparison with the Regenersis discount rate; 

and  

 compared the Regenersis discount rate to three additional comparators: 

ARM Holdings, Colt Group SA, and Computacenter plc.  

136. There is no evidence that any of this work had been performed by KPMG during the 

Regenersis 2014 Audit and it is the Executive Counsel’s case that none of it had been. 

137. Mr Bennett’s email to Ms Neilson, copied to Mr Smith, Mr Wright and [KPMG 

employee], stated the following:150 

“Please see attached goodwill paper as promised, I believe that the only tab that is 
different to the version on the closed out file is the “Comparative discount rates” 
tab. Apologies for the delay, if I’m honest I have only just managed to get to sending 
this. 

I had forgotten in the meeting yesterday but the team did actually compare the 
discount rate to a few comparators’ determined by us as well as ticking in the 
extensive list that Regenersis came up with. These are in the blue box on the top 
right. This is in addition to our comparison to third party data on the “WACC” tab 
(which is on the closed out file) as is already included in our response. 

We believe both the latter (as well as the former) are sufficient for us to 
demonstrate “our response” in the long form audit report is accurate in stating that 
we “compared the group's assumptions to externally derived data.” 

138. The Executive Counsel’s case is that this email contained (and that Mr Wright and Mr 

Bennett knew that it contained) the following untrue and/or misleading 

misrepresentations: 

 By writing, “Please see attached goodwill paper as promised”, Mr Bennett 

represented to Ms Neilson that he was sending the document which Ms 
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Neilson had requested on 30 March 2015. That was the document which 

KPMG had told Ms Neilson (in the issues tracker) was “available if considered 

useful”: that is, a spreadsheet which had been updated during the 

finalisation of the Regenersis 2014 Audit but “inadvertently” not filed or 

otherwise reflected on the file. Mr Bennett’s statement was thus untrue 

and/or misleading. What he was sending was a new creation, which was not 

what had been promised. 

 By writing, “Apologies for the delay, if I’m honest I have only just managed 

to get to sending this”, Mr Bennett represented that it was pressure of other 

work which had delayed the provision of the AQR Version of the Goodwill 

Paper. That was untrue and/or misleading. The truth was that it had not 

been provided earlier because he had not finished creating/amending it 

and/or causing others to create/amend it. 

 By writing, “I had forgotten in the meeting yesterday but the team did 

actually compare the discount rate to a few comparators’ determined by us 

as well as ticking in the extensive list that Regenersis came up with. These 

are in the blue box on the top right”, Mr Bennett represented that the work 

to which he referred had been done by the audit team during the Regenersis 

2014 Audit. That was untrue and/or misleading. The work had only been 

done that very day. He also represented that he had “forgotten” that this 

work had been done. That too was untrue and/or misleading. He had not 

mentioned it at the close out meeting on 30 March 2015 because it had not 

yet been done. 

 Mr Wright knew that Mr Bennett’s email contained representations that 

were untrue and/or misleading in the ways described above, and connived 

in the sending of it. 

139. On 7 April 2015, Ms Neilson sent KPMG an updated version of the issues tracker.151 In 

relation to issue (d), the issues tracker now reflected the FRC’s understanding of 

events based on the misrepresentations which Mr Bennett had made. It stated as 

follows: 
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“Background 

In response to the risk arising from the recoverability of goodwill, the audit team 
noted in their audit report that the group's assumptions were compared to 
externally derived data. Furthermore, in the report to the Audit Committee dated 
16 September 2014, the audit team stated that the discount rate was benchmarked 
against a relevant peer group. 

The audit file also noted that the benchmarking exercise was carried out. However, 
the spreadsheet where the benchmarking review was documented stated that the 
external benchmarking of the discount rate was not updated in 2014 as the audit 
team did not expect there to be a significant difference from the prior year. The 
WACC comparisons for Beta, market risk premium and small company premium 
were compared to external sources by Regenersis and verified by the audit team. 

The audit team informed us that, during the finalisation of the 2014 audit, 
Regenersis management benchmarked the discount rate against competitors and 
key customers and the audit team agreed this material to the latest financial 
statements. This work was not included on the group file. 

Issue 

Contrary to the procedures described in the audit report in response to the risk 
arising from the recoverability of goodwill, management undertook the discount 
rate benchmarking. There was insufficient evidence of procedures performed by the 
audit team to mirror those set out in the audit report.” 

140. There followed internal exchanges within KPMG (in particular between Mr Smith, Mr 

Wright and Mr Bennett) about how to respond to this proposed criticism. Ultimately, 

KPMG responded by email from Mr Smith to Ms Neilson on 14 April 2015 as follows, 

reiterating that it did not consider that the audit report was misleading:152 

“Context 

We do not consider that the audit report was misleading. The section of the audit 
report dealing with the risk arising from the recoverability of goodwill lists 6 
principle areas of work as our response. These were: i) testing budgeting 
procedures; ii) evaluating assumptions and methodologies; iii) comparisons to 
externally derived data; iv) performing break-even analysis; v) comparison to 
market capitalisation; and vi) assessing disclosures. For procedure iii) comparison to 
external data, there are 4 matters noted: projected economic growth, competition, 
cost inflation and discount rates.  

Solely in respect of this final matter within procedure three of six; the discount rates 
were assessed by us as having been satisfactorily benchmarked to a relevant peer 
group as described in our summary at 3.2.10.4 TOD 1.0050, which was prepared 
after the spreadsheet at 3.2.10.4 TOD 1.0010 and thus represented our final 
assessment.  

Further, numerous elements used in determining the discount rate were agreed by 
us (and therefore compared) to externally derived data as shown on the 
spreadsheet in TOD 1.0010. For example, as set out on the tab “WACC”, the items 
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we compared to external data included: risk free rate; small company premium; 
market risk premium and Beta.  

As set out on the tab “comparative discount rates” we also made further 
comparisons here to external data. Indeed the box describing the KPMG audit work 
states: “The WACC [i.e. Regenersis’ WACC] has been compared to competitors and 
customers” and “Comparable pre-tax rates have been agreed to discount factors.” 
As noted on this tab, the analysis prepared by management is from prior year, 
although we assessed that no significant difference would be expected. 
Nevertheless, as a matter of fact, the audit file does include our comparisons to 
what the audit report describes as externally derived data, including in respect of 
discount rates.  

During finalisation of the audit this tab was in fact updated with more up to date 
information but the final version appears, inadvertently, to not have been reflected 
on the file.  

Notwithstanding, as described above, the audit file therefore does evidence 
significant levels of comparison of the discount rate and the elements which go into 
its calculation to externally derived data and the audit team’s assessment of these. 
This supports the description of our audit work in the audit report.  

Action  

We will continue to ensure the audit report cross references to the procedures 
performed in the audit file by including a workpaper with more specific references 
from the audit report to the individual procedures performed.” 

141. This response repeated and perpetuated, to the knowledge of Mr Wright and Mr 

Bennett, the untrue and/or misleading misrepresentations already made by Mr 

Bennett in his email to Ms Neilson on 31 March 2015. In particular, by writing, “During 

finalisation of the audit this tab was in fact updated with more up to date information 

but the final version appears, inadvertently, to not have been reflected on the file”, 

KPMG again represented that the AQR Version of the Goodwill Paper sent to Ms 

Neilson on 31 March 2015 (a) was a document prepared “during finalisation of the 

audit” and (b) represented and/or evidenced audit work which had been undertaken 

during the audit: those representations were untrue and/or misleading.153  
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VI. MATERIAL FACTS: CARILLION 

A. The beginning of the Carillion Inspection 

(1) The surrounding circumstances 

142. Carillion was a significant client for KPMG. From 1999 to 2016, KPMG had charged 

Carillion approximately £22.4 million for audit services and £10.2 million for non-audit 

services. For the Carillion 2016 Audit, KPMG charged Carillion approximately £1.4 

million.154 

143. At the time of the Carillion Inspection, Carillion was, and was known to be, in parlous 

financial condition. In particular (and as noted at paragraph 21 above): 

 On 1 March 2017, Carillion published its financial statements for FY2016. 

 On 10 July 2017, Carillion issued a profit warning and announced a provision 

against its construction contracts of approximately £845 million. This caused 

the share price to fall by 70% over a matter of days. 

 On 29 September 2017, Carillion announced a further provision of 

approximately £200 million against its services contracts and a goodwill 

impairment charge of approximately £134 million, and reported a first-half 

loss of approximately £1.15 billion.155 

 On 17 November 2017, Carillion issued another profit warning, and 

indicated that it would breach its banking covenants the following month. 

144. Mr Meehan was the person with primary responsibility for the audit of Carillion, 

having been the senior statutory auditor for Carillion, and having signed the 

independent auditor’s report in the Carillion accounts, in respect of 2016, 2015 and 

2014. In each year the audit opinion was unqualified. 

145. In light of the above, the Carillion Individual Respondents had particular reason to 

seek to ensure that the Carillion Inspection did not give rise to any substantial criticism 

of the Carillion 2016 Audit. 
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(2) The initial email 

146. On 18 September 2017, in an email from Shangita Haq to KPMG, the FRC informed 

KPMG of its intention to perform the Carillion Inspection. That email contained the 

following passage (emphasis added):156 

“In accordance with the standard procedures followed by the FRC Audit Quality 
Review team, please make the electronic audit files (Group and UK components) 
and any other audit working papers supporting the firm’s group audit opinion 
available to us, within five working days of the date of this request. These must be 
provided to us without addition or alteration.” 

(3) The Original CCS Paper 

(a) Introduction 

147. At some point on or before 3 October 2017, the AQR team was given access to the 

Carillion 2016 Audit file. That file contained an audit work paper, the purpose of which 

was to select a sample of the contracts entered into by a part of Carillion’s business 

known as UK Carillion Construction Services (the “CCS Contracts”) for testing as part 

of the Carillion 2016 Audit (the “CCS Paper”). The CCS Paper purported to achieve 

and/or document this selection by calculating and/or recording whether each of the 

CCS Contracts met seven criteria (the “Selection Criteria”). CCS Contracts that met 

any of the Selection Criteria were to be considered for potential testing.  

148. The version of the CCS Paper found on the Carillion 2016 Audit file was named “TOD 

1.0010 CCS CONTRACT SCOPING 2016” (the “Original CCS Paper”). The Original CCS 

Paper took the form of an Excel spreadsheet containing 16 visible tabs and four hidden 

tabs. Each of the visible tabs (in so far as relevant) is described more particularly 

below.157 

(b) The visible tabs 

(i) First visible tab (“Approach”) 

149. The first visible tab was labelled “Approach”. In that tab:  

 the Selection Criteria were set out and described as follows: 
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149.1.1 “FY16 Margin > 3% of CCS gross profit”; 

149.1.2 “FY16 Margin < £(2.25)m”; 

149.1.3 “Contract debtors > 2% of CCS total contract debtors”; 

149.1.4 “Movement between FY15 v FY16 yearly margin <2% or >2%”; 

149.1.5 “Movement between FY15 v FY16 EoL [end of life] margin <2% or 

>2%”; 

149.1.6 “Listed on HY16 clearance meeting”; and 

149.1.7 “Identified as a ‘risk’ contract from BUR [business unit review]”. 

 The first five Selection Criteria were described as “Quantitative criteria” and 

the last two as “Qualitative criteria”. Next to each of the first and third 

Selection Criteria was a “Benchmark”, which was described as having been 

“Agreed to CCS RF4 forecast [Carillion management’s fourth re-forecast]”. 

Application of the quantitative Selection Criteria depended on numerical 

data about the CCS Contracts called “cost and value” figures, recorded in 

spreadsheets produced by Carillion (“CAVs”). 

 There was a list of the CCS Contracts meeting the qualitative Selection 

Criteria. 

 The following notes appeared (emphasis added): 

“On receipt of the August and December CAVs 100% of the contracts are reviewed 
in order to select the contracts posing the biggest risks. Key contracts are then 
selected on the basis of the quantitative and qualitative data to address the key risk 
areas. As discussed in the ‘Criteria’ section after the initial selection process the 
contracts will be allocated to various categories of risk. This will be assessed by way 
of interim meetings between key members of the Construction divisions and KPMG 
management in order to identify the progress of contracts highlighted in the prior 
year papers, any new contracts in the year, and any change in progress of contracts 
which may have become more uncertain within the year. KPMG will enter this 
meeting with a number of contracts as per the ‘Contract List’ tab spreadsheet based 
initially on August values. This list will be confirmed with Carillion management and 
any further contracts highlighted in the meeting for discussion will be added to the 
list for further investigation in January based on December numbers. The level of 
detail for the work performed on the December numbers for the year end audit will 
be structured by this risk category it has been assigned.” 

“The August CAVs have been used fore [sic] the purpose of scoping at this time 
ahead of our site visits and interim contract discussions. These have been compared 
to the values in RF4. This scoping will be updated using the December numbers to 
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ensure there are no significant differences in contract performance in the 4 months 
to December or in the overall RF4 predicted results.” 

(ii) Second visible tab (“Coverage”) 

150. The second visible tab was labelled “Coverage”. That tab:  

 set out the 33 CCS Contracts that KPMG proposed to test or had tested; and  

 calculated and/or recorded the proportion of total revenue and gross profit 

attributable to those 33 CCS Contracts (stated as 14% and 6% respectively). 

(iii) Third visible tab (“Contract List”) 

151. The third visible tab was labelled “Contract List”. That tab appeared to list all the CCS 

Contracts that met at least one of the Selection Criteria. Of the CCS Contracts listed, 

20 were also highlighted in blue. On the subject of the blue highlighting, the tab 

contained the following note: 

“The contracts highlighted in blue are those which have been selected for further 
discussion therefore with CCS management and this dicussion [sic] will be enabled 
either by the provision of positon [sic] papers or a verbal update given by CCS 
management.” 

152. In addition to the 20 contracts highlighted in blue, a further 13 were identified as 

“Other Contracts to Review per discussions with management at half year and 

interim”. 

153. The third visible tab (“Contract List”) also contained the following note, the contents 

of which conflicted with the contents of the notes set out at paragraph 149.4 above 

in that the passages were inconsistent about whether or not the December CAVs had 

been used: 

“KPMG have assessed the Aug 2016 CAVs an [sic] applied the criteria discussed on 
the approach tab to produce the following list of contracts for potential selection. 
Using information gained from the half year review, BUR meeting attendances and 
ongoing discussions with the Construction mangagement [sic] teams this list has 
been further condensed to select key risk contracts. These key risk contracts are 
those where there are WIp [sic] [work in progress] balances which have been 
building up over time and include claims and variations which are not as clearly 
defined with the client.” 

154. The 20 CCS Contracts highlighted in blue in the third tab (“Contract List”), together 

with the 13 CCS Contracts identified in the third tab as “Other Contracts to Review” 

corresponded with the 33 CCS Contracts listed in the second tab (“Coverage”).  
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(iv) The fourth to ninth visible tabs 

155. The fourth to ninth visible tabs contained the CAVs as at August 2016. 

(v) The tenth to fifteenth visible tabs 

156. The tenth to fifteenth visible tabs contained the CAVs as at December 2015. 

(vi) The sixteenth visible tab (“Dec Update”) 

157. The sixteenth visible tab was labelled “Dec Update”. That tab was empty apart from 

three headings: “Additional Contracts Highlighted”, “Interim Meeting”, and 

“December BURs [business unit reviews]”. 

(4) The AQR team’s questions 

158. By an email dated 9 October 2017 and timed at 15:48 to Mr Kitchen and Mr Bennett 

(copied to Ms Kavanagh), Mr Wilson set out a list of questions he intended to put to 

Mr Kitchen and Mr Bennett at a meeting scheduled to take place the following day.158 

Mr Wilson’s list read as follows: 

“1. […] 

2. Controls testing – higher level controls (e.g. BURs) and inputs to these? […] 

3. […] 

4.  Sample selection for contracts – how are risk criteria determined and how 
do they change year on year? E.g. qualitative factors 

5.  Comfort obtained over contracts not selected in the risk based sample 

6. Work on the central contract provisions 

We also have a few questions on where to find things – such as; 

1. […] 

2. […] 

3. […] 

4. Resolution of matters raised in group reporting” 

159. In a document named “Questions” that Ms Kavanagh had prepared for her own use 

at the meeting on 10 October 2017 (which, for the avoidance of doubt, is not alleged 
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to have been provided to any of the Respondents), Ms Kavanagh had recorded the 

following questions:159 

“Group reporting 

1. […]  

2. Where are details of the site visits –in terms of what was reviewed etc.? 

3. How was it determined which components would be visited and where is 
this documented? Why was Canada (given the significance) not visited? 

Construction contracts 

1. Risk criteria and selection –how was this determined and why have they 
change from the 2013 file? Why are for some projects the criteria is met but 
then not looked int [sic] 

2. […] 

3. […] 

4. Desktop reviews what does this involve? 

5. […] 

6. […] 

7. Higher level controls – is there any further detail/support of how these 
controls were tested” 

B. The meeting on 10 October 2017 

160. On 10 October 2017, there was a meeting attended by Ms Kavanagh, Mr Wilson, Mr 

Kitchen and Mr Bennett.160 Mr Wright also attended part of the meeting by telephone. 

At that meeting, among other things: 

 Mr Wilson sought answers to the questions set out at paragraph 158 above 

from the Respondents present.  

 Ms Kavanagh asked the Respondents present questions substantially similar 

to the questions set out at paragraph 159 above. 

 Ms Kavanagh and/or Mr Wilson asked the Respondents present about the 

minutes of so-called “clearance meetings” held in respect of Carillion’s 

overseas components (the “Minutes”). The purpose of the clearance 
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meetings had been for the KPMG UK team to confirm with its overseas 

counterparts that the audit of the overseas components had been properly 

completed. One or more of the Respondents present at the meeting with 

AQR indicated in response that he or they would provide Ms Kavanagh 

and/or Mr Wilson with the Minutes and/or further information about the 

Minutes after the meeting. 

 Mr Kitchen read or reviewed the Original CCS Paper, and upon doing so 

expressed confusion and/or surprise that the Original CCS Paper:  

160.4.1 did not show CAVs as at December 2016; and/or 

160.4.2 did not accurately reflect the level of coverage achieved by 

KPMG’s testing in the Carillion 2016 Audit; and/or  

160.4.3 did not accurately record which contracts KPMG had tested in 

the Carillion 2016 Audit; and/or 

160.4.4 otherwise did not show what Mr Kitchen believed it ought to 

have showed. 

C. Events after the meeting on 10 October 2017 

(1) Initial reactions 

161. After the meeting referred to at paragraph 160 above, at approximately 12:30, Mr 

Bennett sent a text message to Mr Meehan, which read, “Went okay. They don’t care 

about services whatever I try! Rich [Mr Kitchen] needs to be more positive. Some areas 

they are making sensible points - worth a call the four of us tomorrow?”.161 Mr Bennett 

then drafted (and, it is to be inferred, sent to Mr Wright) another text message that 

was identical, save for the addition of the words “(Sent this to Peter [Mr Meehan] 

also)”.162  
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162. By an email dated 10 October 2017 and timed at 13:27 to Mr Kitchen (copied to Mr 

Wright and Mr Bennett), Mr Meehan asked for a call among the four of them to be 

arranged for the following day.163 

163. Thereafter, Mr Kitchen sent an electronic invitation titled “Carillion AQR catch-up” to 

Mr Meehan, Mr Wright and Mr Bennett. The details of the electronic invitation gave 

a start time of 15:00164 on 11 October 2017 and an end time of 15:30 on 11 October 

2017.165 Mr Meehan then forwarded the electronic invitation to Mr Paw by an email 

dated 10 October 2017 and timed at 19:46. In his email, Mr Meehan wrote, 

“Tomorrow at 3 please if you can join”.166 

164. By an email dated 10 October 2017 and timed at 15:12 to Mr Bennett, Mr Kitchen 

wrote, “Thanks for trying your best to bring focus onto Services! Hope this afternoon 

was a good surprise.”167 

(2) The search for the Minutes 

165. By an email dated 10 October 2017 and timed at 16:24 to Mr Kitchen and Mr Paw 

(copied to Mr Meehan), Mr Wright wrote as follows:168 

“I’ve gone back through my emails to try and find all the clearance meeting minutes 
for the components (i.e. Canada, AFC [Al-Futtaim Carillion] and Oman which [KPMG 
consultant] observed weren’t on the file) and I’ve realised I was on Pat leave until 
February so I guess I must not have attended.  

Who did attend and where are the minutes? We must have them somewhere.” 

166. The clearance meetings to which Mr Wright referred were: 

 a meeting on 19 January 2017 in respect of Carillion’s business in Canada 

(the “Canada Meeting”);169 
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 a meeting on 17 January 2017 in respect of Al-Futtaim Carillion (“AFC”), a 

joint venture in the United Arab Emirates to which Carillion was party (the 

“AFC Meeting”);170 

 a meeting on 1 February 2017 in respect of Carillion’s business in Oman (the 

“Oman Meeting”);171 and 

 a meeting on 3 February 2017 in respect of Carillion’s business in the Middle 

East and North Africa (“MENA”) (the “MENA Meeting”)172 

together, the “Clearance Meetings”. 

167. The Carillion Individual Respondents attended the following Clearance Meetings: 

 Mr Meehan attended the Canada Meeting, the AFC Meeting and the MENA 

Meeting. Although no notes of Mr Meehan’s for the Oman meeting have 

been found, the Executive Counsel’s case is that he did attend it, given that:  

167.1.1 he was invited to it;  

167.1.2 its time was brought forward to accommodate (seemingly) a 

clash in his diary; and  

167.1.3 Mr Wright’s notes of the Oman Meeting record Mr Meehan as 

attending.173 

 Mr Wright attended the Oman Meeting. 

 Mr Kitchen attended all four Clearance Meetings. 

 Mr Bennett attended none of the Clearance Meetings. 

 Mr Paw attended none of the Clearance Meetings. 

168. By email dated 10 October 2017 and timed at 17:54, Mr Paw wrote to Mr Kitchen:174 
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“From going back through the diaries it seems like you and Peter [Mr Meehan] may 
have attended a couple of these by yourself and [KPMG employee] attended one 
and I’ve been through her files on the u drive but couldn’t find any minutes.” 

(3) The initial response to the AQR team 

169. By an email dated 10 October 2017 and timed at 18:07 to Ms Kavanagh and Mr Wilson 

(copied to Mr Kitchen and Mr Bennett and blind copied to Mr Meehan), Mr Wright 

wrote to the AQR team to address certain questions raised at the meeting described 

at paragraph 160 above. That email included the following passage:175 

“In drafting this email I note that a number of completion meeting minutes are 
missing from the file in error. I have asked the team to dig these out to provide to 
you as unfortunately I was on paternity leave for the whole of January (which 
included the clearance meetings with AFC [Al-Futtaim Carillion], Oman and Canada 
etc.).” 

170. By an email dated 10 October 2017 and timed at 18:50 to Mr Wright, Mr Bennett 

replied to Mr Wright’s email of 18:07. In his email, Mr Bennett wrote as follows:176 

“Very good email. Should shut these down. Need to get those mins across asap to 
convince them we have not spent a few days rewriting them!  

Not optimistic about construction…” 

(4) Mr Bennett’s summary of the meeting on 10 October 2017  

171. By an email dated 10 October 2017 and timed at 19:28 to Mr Meehan, Mr Wright, and 

Mr Kitchen, Mr Bennett set out a summary of the matters discussed during the 

meeting which he and Mr Kitchen had had with Ms Kavanagh and Mr Wilson earlier 

that day (see paragraph 160 above), and suggested that the KPMG team discuss those 

matters on the call arranged for the following day (see paragraphs 162 and 163 

above).177 Mr Bennett’s email included the following passages: 

“As hard as I tried they are ignoring services and focussing on construction. […]  

Points I think they were making without them explicitly making them. Completely 
draft and some proposed actions added to discuss. I am being super critical here 
deliberately (not beating you up Rich, many apply to services as well) to give us best 
place to defend from 

1)  […] 
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2)  We have not documented HLCs [higher-level controls] (MPC [major projects 
committees] and BURs [business unit reviews]) well enough to determine 
precision etc. […] 

3)  We have not documented historical accuracy of claim recovery, costs etc. 
[…] 

4)  Judgements on contracts have not been properly looked at: 

a. If they have recognised 30% or 50% or 70% of a claim how have we 
audited that %. […] 

b.  […] 

5)  Sample selection is weak: 

a.  Criteria have changed from 2013 to pick fewer contracts. Again Rich 
gave strong answer that we now take a controls approach. I added 
that now services is bigger and so we pick more contracts there – 
they aren’t buying that!! 

b.  Not all contracts that meet the criteria are selected. We don’t 
appear to have explained why 

c. Coverage spreadsheet percentages are clearly wrong 

d.  Where have we assessed position in December 

e.  What have we done over remaining populations and where is this 
documented – Rich said desktop reviews which is a good start 

Action: Rich to urgently draft an email which explains how the spreadsheet, works 
all the judgements we have made etc. Unfortunately this needs to go asap so they 
have a chance to respond before you go and I think all three of us need to review 
before it goes. I think we need to be open about bits not on file (as Alistair was in 
his email) BUT show our sample selection was reasonable and provides good 
coverage 

6)  Central contract provisions work does not tie to the work at a divisional level 
or what we say in the ACD [Audit Committee Document]. Rich pointed out 
work over this which I think addresses many of the points. We double 
teamed explaining why they weren’t corrected audit adjustments which 
Emma understood and overruled Archie on. But allocation against the risk is 
a bigger point Archie: ‘Just because it is the same percentage of risk as last 
year does not mean it is appropriate’ 

[…] 

I left for bit where AW dialled in but I think he nailed all of these in his email just 
now so hopefully will go away.” 

172. By an email dated 10 October 2017 and timed at 20:07, Mr Meehan forwarded to Mr 

Paw Mr Bennett’s email of 19:28.178 
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D. The meeting at 14:30 on 11 October 2017 

173. On the evening of 10 October 2017 and/or the morning of 11 October 2017, each of 

Mr Meehan, Mr Wright, Mr Bennett and Mr Paw accepted Mr Kitchen’s electronic 

invitation referred to at paragraph 163 above.179 

174. At Mr Meehan’s request the meeting was held at 14:30 on 11 October 2017. It was 

attended (either in person or by telephone) by all of the Carillion Individual 

Respondents.180 The Executive Counsel does not know precisely what occurred at the 

meeting, but it is to be inferred that at it the Carillion Individual Respondents: 

 discussed the Carillion Inspection; 

 discussed (or at least became aware of) the fact that the Minutes and an 

updated version of the CCS Paper were missing from the Carillion 2016 Audit 

file; and 

 allocated tasks amongst themselves designed to address the fact that those 

documents were missing and/or to prepare responses to the issues that the 

AQR team had raised, with the result that below Mr Meehan: 

174.3.1 Mr Wright (with the assistance of Mr Paw) was allocated overall 

responsibility for issues relating to the Minutes; and 

174.3.2 Mr Kitchen (again with the assistance of Mr Paw) was allocated 

overall responsibility for issues relating to the CCS Paper. 

E. Events after the meeting at 14:30 on 11 October 2017 

(1) Introduction 

175. It is to be inferred from the actions of the Carillion Individual Respondents after the 

meeting held at 14:30 on 11 October 2017, as set out in paragraphs 176 to 237 below, 

that in the course of, or following, the discussion that took place at the meeting, they 

each came to understand that: 
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 since no Minutes could be found, new documents were to be created (taking 

account of contemporaneous material such as agendas and handwritten 

notes); and 

  since there was no updated version of the CCS Paper on the audit file, a new 

version was to be prepared. 

(2) The original agendas and the handwritten notes 

176. Following the meeting at 14:30 on 11 October 2017, Mr Kitchen sent Mr Paw some 

documents which would assist Mr Paw in creating the Minutes. In particular:  

 By an email dated 11 October 2017 and timed at 16:19, Mr Kitchen 

forwarded to Mr Paw without comment an email he (Mr Kitchen) had 

received from Mr Meehan on 17 January 2017 at 07:57 (that is, a document 

created during the Carillion 2016 Audit).181 Attached to that email was a 

document named “AFC 2016 YE FAM Agenda_17 Jan 2017 Final.doc” (“AFC 

Version 0”). AFC Version 0 was stated on its face to be a “FINAL MEETING 

AGENDA” for FY2016 in respect of AFC. AFC Version 0 indicated that the 

meeting to which it referred had been due to take place on 17 January 2017. 

 By an email dated 11 October 2017 and timed at 16:21, Mr Kitchen 

forwarded to Mr Paw without comment an email he (Mr Kitchen) had 

received on 19 January 2017 at 16:28. Attached to that email was a 

document with file name “Carillion Canada Clearance Meeting Jan 19 

2017.doc” (“Canada Version 0”).182 Canada Version 0 appeared to be an 

agenda, and was stated on its face to concern a “Carillion Clearance 

Meeting” for FY2016 in respect of “Carillion Canada Group”. Canada Version 

0 indicated that the meeting to which it referred had been due to take place 

on “January 19, 2016” (which, it is to be inferred, should have read “January 

19, 2017”).  

177. At or around this time and/or on 12 October 2017 other Carillion Individual 

Respondents also provided other material and/or assistance to Mr Wright and Mr Paw 

which would assist them in creating the Minutes. In particular: 
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 Mr Meehan provided his handwritten notes of the Canada Meeting, the AFC 

Meeting and the MENA Meeting (“Mr Meehan’s Notes”) to Mr Wright, who 

then provided them to Mr Paw.183  

 Mr Kitchen provided his handwritten notes of the Clearance Meetings (“Mr 

Kitchen’s Notes”) to Mr Paw.184 Mr Kitchen has stated that he appreciated 

that his Notes “were going to be combined with Peter Meehan’s” (Additional 

Information provided by Mr Kitchen on 21 February 2019).185 

 Mr Meehan, Mr Wright, Mr Kitchen and Mr Paw discussed Mr Meehan’s 

Notes and Mr Kitchen’s Notes (and Mr Meehan’s, Mr Wright’s and Mr 

Kitchen’s recollections of the Clearance Meetings they had attended) 

variously amongst themselves.  

178. Mr Wright also had handwritten notes of the Oman Meeting (“Mr Wright’s Notes”).186 

(3) Mr Kitchen’s holding email to the AQR team 

179. By an email dated 11 October 2017 and timed at 16:45 to Ms Kavanagh and Mr Wilson 

(copied to Mr Wright and Mr Bennett), Mr Kitchen wrote as follows (emphasis 

added):187 

“This is to confirm that tomorrow morning I will provide you with the clearance 
meeting minutes that in error are missing from our file as well as an update on 
Construction scoping. 

Sorry that I have not been able to provide this information today however, I hope 
you will understand that my time has been restricted due to several client 
commitments that needed to be completed before I go on my honeymoon on 
Friday.” 

(4) CCS Paper Version 1 

180. By an email dated 11 October 2017 and timed at 19:56, Mr Kitchen sent Mr Paw a 

document named “CCS Contract Scoping 2016” (“CCS Paper Version 1”).188 There was 
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no text in the body of the email. CCS Paper Version 1 was a modified version of the 

Original CCS Paper. It is to be inferred that Mr Kitchen had made the modifications, 

which included: 

 changes to the list of CCS Contracts said to meet the seventh Selection 

Criterion; 

 the addition of six new tabs setting out the CAVs as at December 2016; 

 the addition of one new tab labelled “ddddd”, which set out information 

relating to position papers, verbal updates and site visits; and 

 the addition of one new tab labelled “Sheet11”, which was a modified and 

expanded version of the tab labelled “Contract List”.  

(5) CCS Paper Version 1A 

181. On 11 October 2017 at or around 20:00, Mr Kitchen modified a document named “CCS 

Contract Scoping 2016 V1” (“CCS Paper Version 1A”). 189 CCS Paper Version 1A was 

similar to CCS Paper Version 1. 

(6) CCS Paper Version 2 

182. By an email dated 11 October 2017 and timed at 20:19, Mr Paw sent Mr Kitchen 

another document named “CCS Contract Scoping 2016” (“CCS Paper Version 2”).190 

There was no text in the body of the email. CCS Paper Version 2 was a modified version 

of CCS Paper Version 1. It contained modifications not found in CCS Paper Version 1A. 

It is to be inferred that Mr Paw made these modifications, which included some 

additions to the tab labelled “ddddd”. 

(7)  Canada Version 1 and AFC Version 1 

(a) Mr Paw’s email 

183. By an email dated 11 October 2017 and timed at 20:53, Mr Paw sent Mr Kitchen two 

documents without comment:191 
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 one named “Carillion Canada Meeting” (“Canada Version 1”); and 

 one named “AFC Clearance Meeting” (“AFC Version 1”). 

(b) Canada Version 1 

184. Canada Version 1 was a modified version of Canada Version 0. It is to be inferred that 

Mr Paw made the modification, which consisted of the addition of the words “KPMG 

Birmingham to assess whether the Compass Canada requires a post balance sheet 

event disclosure note” under the heading “8 Subsequent Events”. It is to be inferred 

that this modification was based in part on a recent discussion or discussions between 

Mr Paw and Mr Meehan and/or Mr Kitchen. 

(c) AFC Version 1 

185. AFC Version 1 was a modified version of AFC Version 0. It is to be inferred that Mr Paw 

made the modifications, which consisted of the addition of four new passages of text 

on the first page. The modifications were based in part on Mr Meehan’s Notes and/or 

(it is to be inferred) on a recent discussion or discussions between Mr Paw and Mr 

Meehan and/or Mr Kitchen. 

F. Events on the morning of 12 October 2017 

(1) Mr Bennett’s email to Mr Paw about revenue recognition 

186. By an email dated 12 October 2017 and timed at 09:57, Mr Bennett forwarded to Mr 

Paw without comment an email which he had sent to a [KPMG partner] [role] on 17 

January 2017, during the Carillion 2016 Audit, by way of response to a question from 

[KPMG partner] about Carillion’s proposed accounting treatment of revenue under a 

contract known as “WOHC” (William Osler Health Centre). In his email to [KPMG 

partner], Mr Bennett had written as follows:192 

 “I look after the audit of the Services business in the UK and we have a very similar 
scenario, with a PPP hospital. 

 Our conclusion was that if there is no ongoing obligation then the customer must 
have intended the fee to be in relation to services already performed and therefore 
it is acceptable to recognise the income in the current year.” 
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(2) CCS Paper Version 3 

187. By an email dated 12 October 2017 and timed at 10:22, Mr Kitchen sent Mr Bennett 

a document named “CCS Contract Scoping 2016” (“CCS Paper Version 3”).193 CCS 

Paper Version 3 was a modified version of CCS Paper Version 2. It is to be inferred that 

Mr Kitchen made the modifications, which included: 

 the substitution of the words “Agreed to CCS RF4 forecast” (see paragraph 

149.2 above) with the words “Agreed to CCS aggregation”; 

 the removal of one CCS Contract (“Barts Square”) from the list of CCS 

Contracts said to meet the seventh Selection Criterion (that CCS Contract 

having been listed in the Original CCS Paper);  

 the removal of the tab labelled “ddddd” and the incorporation of its content 

(with further amendments) into the tab labelled “Coverage”;  

 the removal of the tab labelled “Sheet11” and the incorporation of its 

content (with further amendments) into the tab labelled “Contract List”; and 

 the addition of a tab labelled “NAP HY”, which contained information on the 

“NAP Capital Replacement” contract copied from the half-year 2016 audit 

file. 

188. In his covering email, Mr Kitchen wrote as follows:  

“Sorry for the delay let me know when you are free. 

Peter is coming down at 11am.” 

189. At some point after 10:22 during the morning of 12 October 2017, Mr Kitchen met 

and/or spoke with Mr Meehan and Mr Bennett (together or separately) about the 

content of CCS Paper Version 3 (or some other version of the CCS Paper).  It is to be 

inferred from the fact and timing of those discussions, and from the fact that Mr 

Kitchen sent his work to Mr Bennett and then discussed it with them, that Mr Meehan 

and Mr Bennett knew full well that Mr Kitchen was in the process of creating a new 

version of the CCS Paper and assisted him in doing so.  
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G. Events before the meeting at 13:00 on 12 October 2017 

190. At or around 11:08 on 12 October 2017, Mr Paw sent an electronic invitation titled 

“Carillion AQR catch-up” to Mr Meehan, Mr Wright, Mr Kitchen and Mr Bennett. The 

electronic invitation gave a start time of 12:00 UTC (13:00 BST) and an end time of 

13:00 (14:00 BST).194 

191. Shortly thereafter, each of Mr Meehan, Mr Wright and Mr Bennett accepted Mr Paw’s 

electronic invitation.195 

192. By an email dated 12 October 2017 and timed at 11:49, Mr Kitchen sent to Mr 

Meehan, Mr Wright, Mr Bennett and Mr Paw a draft of the proposed response to the 

AQR team, stating as follows (emphasis added):196 

“Initial draft of the email that we will go through at 1pm. 

Hi Archie, 

To keep things simple I have included all of the information that you have requested 
to date in this email. 

Attached are the clearance meeting minutes that in error are missing from our file. 

As you may have guessed from my reaction in the meeting on Tuesday the 
construction scoping on file was an outdated version, being August 2016. Instead 
December 2016 should have been uploaded as this was prepared at year end 2016 
following discussions between Peter, [KPMG employee] and me, and is attached to 
this email.” 

H. The meeting at 13:00 on 12 October 2017 

193. At or around 13:00 on 12 October 2017, Mr Meehan, Mr Wright, Mr Kitchen, Mr 

Bennett and Mr Paw attended a meeting (either in person or by telephone).197 At that 

meeting, Mr Meehan, Mr Wright, Mr Kitchen, Mr Bennett and Mr Paw discussed:  

 the Carillion Inspection; and/or 

 their intended responses to the issues raised by the AQR team; and/or 
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 the wording of Mr Kitchen’s draft email as partially set out at paragraph 192 

above.198 

I. Events at/after the meeting at 13:00 on 12 October 2017 

(1)  Canada Version 2, AFC Version 2, and Oman & MENA Version 1 

(a) Mr Paw’s email 

194. By an email dated 12 October 2017 and timed at 13:18 (either during or shortly after 

the meeting) with the subject line “Overseas minutes”, Mr Paw sent Mr Bennett three 

documents without comment:199 

 one named “Carillion Canada Meeting” (“Canada Version 2”); 

 one named “AFC Clearance Meeting” (“AFC Version 2”); and 

 one named “Qatar & Oman Clearance Meeting” (“Oman & MENA Version 

1”). 

(b) Canada Version 2  

195. Canada Version 2 was a modified version of Canada Version 1. It is to be inferred that 

Mr Paw made the modifications, which included additional text under six of the 

headings. The modifications were based in part on Mr Kitchen’s Notes and/or (it is to 

be inferred) on a recent discussion or discussions between Mr Paw and Mr Meehan 

and/or Mr Kitchen. 

196. Further, the modification under the heading “WOHC Revenue Forecast” included the 

addition of the following wording: 

“No ongoing obligation then the customer must have intended the fee to be in 
relation to services already performed and therefore it is acceptable to recognise 
the income in the current year.” 

197. This wording was substantially identical to, and it is to be inferred that it was based 

on, the wording in the email Mr Bennett had forwarded to Mr Paw earlier on 12 

October 2017 (see paragraph 186 above). 
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(c) AFC Version 2 

198. AFC Version 2 was a modified version of AFC Version 1. It is to be inferred that Mr Paw 

made the modifications, which included additional text under several of the headings. 

The modifications were based in part on Mr Meehan’s Notes and/or Mr Kitchen’s 

Notes and/or (it is to be inferred) on a recent discussion or discussions between Mr 

Paw and Mr Meehan and/or Mr Kitchen. 

199. Among the modifications made to create AFC Version 2 was the addition of the 

explanatory text, “Old accruals where it is felt that nobody will come back for in the 

future given the time they have been on the ledger” beside a bullet point that read, 

“Subcontract and Trade Payable discounts – AED 35.2 Million”. The explanatory text 

resembles part of Mr Kitchen’s Notes, which reads, “35.2m old accruals where feel 

know [sic] one will come for”. 

(d) Oman & MENA Version 1 

200. Oman & MENA Version 1 was stated on its face to concern the “Oman & Qatar 

Clearance Meeting”. Oman & MENA Version 1 stated that the meeting to which it 

referred had taken place on 3 February 2017. 

201. It is to be inferred that Mr Paw created Oman & MENA Version 1. The content of 

Oman & MENA Version 1 was based in part on Mr Meehan’s Notes and/or Mr 

Kitchen’s Notes and/or Mr Wright’s Notes and/or (it is to be inferred) on a recent 

discussion or discussions between Mr Paw and Mr Meehan and/or Mr Wright and/or 

Mr Kitchen. 

(e) Mr Bennett’s email 

202. By an email dated 12 October 2017 and timed at 14:34, Mr Bennett forwarded Mr 

Paw’s email of 13:18 to Mr Wright and Mr Kitchen.200 
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(2) The emails about making the minutes look as though they had been created during 

the audit 

203. By an email dated 12 October 2017 and timed at 14:55 to Mr Paw, Mr Wright 

forwarded Mr Bennett’s email of 14:34 and instructed Mr Paw as follows:201 

“Please can you pull out the actual attendees for these from diaries 

 We also need to paste the words back into word documents created in Feb this year 
– please find a doc on your hard drive from the time of the audit.” 

204. By an email dated 12 October 2017 and timed at 15:01 to Mr Paw, Mr Wright further 

instructed Mr Paw as follows:202 

“Also the formatting – they should look like minutes created at the time. 

 Maybe grab some minutes off the file and we can drop the words in.” 

205. By an email dated 12 October 2017 and timed at 16:02, Mr Paw replied to Mr Wright’s 

email of 15:01. In his email, Mr Paw wrote, “Will amend at 5pm when course is finished 

- no access to laptop until then”.203 

206. By an email dated 12 October 2017 and timed at 16:06, Mr Wright replied to Mr Paw’s 

email of 16:02. In his email, Mr Wright wrote, “Yep fine”.204 

(3) The draft email to the AQR team 

207. By an email dated 12 October 2017 and timed at 16:15 to Mr Meehan, Mr Kitchen, 

Mr Bennett and Mr Paw, Mr Wright replied to Mr Kitchen’s email of 11:49 (see 

paragraph 192 above). In his email, Mr Wright wrote, “Can you please stick updated 

version in a word doc so we can overlay then I will do final tweak of words before it 

goes”.205 

208. By an email dated 12 October 2017 and timed at 16:18 to Mr Meehan, Mr Wright, Mr 

Bennett and Mr Paw, Mr Kitchen replied to Mr Wright’s email of 16:15, attaching, as 

Mr Wright had requested, a Word document containing an updated version of Mr 
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Kitchen’s draft email to the AQR team. In his email to Mr Wright, Mr Kitchen wrote, 

“Let me know when you have been through, as be good to catch-up before sending”.206 

209. By an email dated 12 October 2017 and timed at 16:19 to Mr Kitchen, Mr Wright 

replied to Mr Kitchen’s email of 16:18. In his email, Mr Wright wrote, “Going to be a 

while as I need to sort these clearance meeting minutes first”.207 

(4) Mr Wright’s creation of Canada Version 3, AFC Version 3, Oman Version 2, and 

MENA Version 2 

(a) Canada Version 3 

210. At around the same time, Mr Wright created and/or modified a document named 

“Carillion Canada Clearance Meeting 19 Jan” (“Canada Version 3”). Canada Version 3 

was a modified version of Canada Version 2. It is to be inferred that Mr Wright made 

the modifications, which included the addition of an “Introduction” and substantial 

removals from and additions and changes to the text under the majority of the 

headings. The modifications were based in part on Mr Meehan’s Notes and/or (it is to 

be inferred) on a recent discussion or discussions between Mr Wright and Mr Meehan 

and/or Mr Kitchen.208 

211. Among the modifications made to create Canada Version 3209 was the removal of (a) 

the heading “WOHC Revenue Forecast”, and (b) all the text beneath that heading, 

including the wording that had been based on Mr Bennett’s email to Mr Paw and 

included in Canada Version 2 (see paragraphs 186 and 195 to 197 above). 

(b) AFC Version 3 

212. At around the same time or shortly thereafter, Mr Wright created and/or modified a 

document named “AFC Clearance Meeting” (“AFC Version 3”).210 AFC Version 3 was a 

modified version of AFC Version 2. It is to be inferred that Mr Wright made the 

modifications, which included four new paragraphs setting out matters said to have 
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been discussed at the AFC Meeting. The Executive Counsel has not been able to 

establish a clear documentary source for the modifications although it is possible that 

Mr Wright made use of the 2016 audit memorandum and/or the June 2016 site visit 

notes. Additionally or alternatively, it is to be inferred that the modifications were 

based in part on a recent discussion or discussions between Mr Wright and Mr 

Meehan and/or Mr Kitchen. 

(c) Oman Version 2 

213. At around the same time or shortly thereafter, Mr Wright created and/or modified a 

document named “Oman clearance meeting” (“Oman Version 2”).211 Oman Version 2 

was a modified version of Oman & MENA Version 1. It is to be inferred that Mr Wright 

made the modifications, which included the removal of points not relevant to Oman. 

The modifications were based in part on Mr Kitchen’s Notes and/or Mr Wright’s Notes 

and/or (it is to be inferred) on Mr Wright’s recollections of the meeting and/or a 

recent discussion or discussions between Mr Wright and Mr Meehan and/or Mr 

Kitchen.  

214. Among the modifications made to create Oman Version 2 was the addition of the 

words “a change of consultant by the customer should result in certification” in 

relation to “Muscat Airport”. 212  This conflicted with the contents of the MENA 

Highlights Completion Memorandum that had been signed by [KPMG partner] [role] 

on 19 January 2017 (the “MENA Highlights Memo”), which stated on page 11, 

“Management expects that, recent change of consultant by customer will result in 

subsequent delays of work certification” (emphasis added).213 

(d) MENA Version 2 

215. At around the same time or shortly thereafter, Mr Wright created and/or modified a 

document named “MENA Update Meeting 3 Feb” (“MENA Version 2”). MENA Version 

2 was a modified version of Oman & MENA Version 1. It is to be inferred that Mr 

Wright made the modifications, which included the removal of points not relevant to 

MENA (the Middle East and North Africa). The modifications were based in part on Mr 
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Meehan’s Notes and/or (it is to be inferred) on a discussion or discussions between 

Mr Wright and Mr Meehan and/or Mr Kitchen.214 

(5) Amendments to the draft email to the AQR team 

216. After receiving Mr Kitchen’s email timed at 16:18 on 12 October 2017 (see paragraph 

208 above),215 first Mr Bennett and then Mr Wright made amendments to the Word 

document that had been attached to that email, which contained the text of Mr 

Kitchen’s draft email to the AQR team. 

217. Mr Bennett attached his amendments to the Word document to an email sent at 

16:31 on 12 October 2017 to Mr Wright and Mr Kitchen.216 Mr Bennett’s amendments 

included the following: 

“Attached are the clearance meeting minutes that in error are missing from our 
file.” 

218. Mr Wright attached his further amendments to the Word document to an email sent 

at 18:23 on 12 October 2017 to Mr Kitchen (and copied to Mr Bennett).217 Mr Wright’s 

amendments included the following: 

“Attached are the clearance meeting minutes that in error Alistair noted are missing 
from our file. 

As you may have guessed from my reaction in the meeting on Tuesday the 
construction scoping on file was an outdated version, being August 2016. Instead 
December 2016 should have been uploaded as this was prepared at year end 2016 
following discussions between Peter, [KPMG employee] and me, I. For reference I 
and is attached a copy to this email.” 

(6)  Canada Version 4, AFC Version 4, Oman Version 3, and MENA Version 3 

(a) Mr Paw’s email 

219. By an email dated 12 October 2017 and timed at 18:52, Mr Paw sent Mr Kitchen four 

documents without comment:218 

 one named “Canada” (“Canada Version 4”); 
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 one named “AFC” (“AFC Version 4”); 

 one named “Oman” (“Oman Version 3”); and 

 one named “MENA” (“MENA Version 3”). 

220. As now specified below, all these documents had been modified so as to give the false 

impression that they had been created during the audit. 

(b) Canada Version 4 

221. The content of Canada Version 4 was a modified version of the content of Canada 

Version 3. It is to be inferred that Mr Wright and/or Mr Paw made the modifications, 

which included changes to formatting, the addition of a list of participants, and certain 

amendments to the text. It is to be inferred that the substantive modifications were 

based in part on a recent discussion or discussions between Mr Wright and/or Mr Paw 

on the one hand and Mr Meehan and/or Mr Kitchen on the other. 

222. Canada Version 4 was a modified version of a document that: 

 had originally been titled “Carillion Services, Year ended 31 December 2016 

MoJ Prisons”;  

 had originally contained the text “Prepared by: Pratik Paw, 26 January 

2017”; and 

 was present on Mr Paw’s laptop computer and/or an email server to which 

his laptop computer had access at or around the time when Canada Version 

4 was created 

the (“Canada Base Document”).219 

223. The Canada Base Document was created on 26 January 2017. As a result, it would 

have appeared to anyone examining the metadata relating to Canada Version 4 that 

Canada Version 4 had been created on 26 January 2017 (i.e., seven days after the 

meeting to which it referred). 
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(c) AFC Version 4 

224. The content of AFC Version 4 was a modified version of the content of AFC Version 3. 

It is to be inferred that Mr Wright and/or Mr Paw made the modifications, which 

included changes to formatting, the addition of a list of participants, and certain 

amendments to the text. It is to be inferred that the substantive modifications were 

based in part on a discussion or discussions between Mr Wright and/or Mr Paw on 

the one hand and Mr Meehan and/or Mr Kitchen on the other. 

225. Among the modifications made to create AFC Version 4 were the removal of all the 

text that had appeared in AFC Version 0 under the heading “General provision 

movement to be discussed”, including the bullet point referring to “Subcontract and 

Trade Payable discounts – AED 35.2 Million”, and the removal of the wording “Old 

accruals where it is felt that nobody will come back for in the future given the time 

they have been on the ledger”, which had been added beside that bullet point in AFC 

Version 2 (see paragraph 199 above). 

226. AFC Version 4 was a modified version of a document that: 

 had originally been titled “Business performance”; and 

 was present on Mr Paw’s laptop computer and/or an email server to which 

his laptop computer had access at or around the time when AFC Version 4 

was created 

the (“AFC Base Document”).220 

227. The AFC Base Document was created on 2 February 2017. As a result, it would have 

appeared to anyone examining the metadata relating to AFC Version 4 that AFC 

Version 4 had been created on 2 February 2017 (i.e., 16 days after the meeting to 

which it referred). 

228. The metadata relating to AFC Version 4 showed “Pratik.Paw@KPMG.co.uk” as one of 

the authors. 
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(d) Oman Version 3 

229. The content of Oman Version 3 was a modified version of the content of Oman 

Version 2. 221  It is to be inferred that Mr Wright and/or Mr Paw made the 

modifications, which included the inclusion of a new date for the meeting (1 February 

2017), the addition of a list of participants, and certain amendments to the text. It is 

to be inferred that the substantive modifications were based in part on Mr Wright’s 

Notes and/or Mr Wright’s recollections of the meeting and/or on a recent discussion 

or discussions with Mr Wright and/or Mr Meehan and/or Mr Kitchen. 

230. Oman Version 3 was a modified version of a management representation letter that 

was present on Mr Paw’s laptop computer and/or an email server to which his laptop 

computer had access at or around the time when Oman Version 3 was created (the 

“Oman Base Document”).222 

231. The Oman Base Document was created on 13 February 2017. As a result, it would 

have appeared to anyone examining the metadata relating to Oman Version 3 that 

Oman Version 3 had been created on 13 February 2017 (i.e., 12 days after the meeting 

to which it referred). 

(e) MENA Version 3 

232. The content of MENA Version 3 was a modified version of the content of MENA 

Version 2. It is to be inferred that Mr Wright and/or Mr Paw made the modifications, 

which included the addition of a list of participants and certain amendments to the 

text. It is to be inferred that the substantive modifications were based in part on a 

recent discussion or discussions between Mr Wright and/or Mr Paw on the one hand 

and Mr Meehan and/or Mr Kitchen on the other. 

233. MENA Version 3 was a modified version of a document that: 

 had originally been named “ClarksLegal”;223 

 had originally been titled “Confirmation for audit purposes”; 
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 had originally been in the form of a letter confirmation template; 

 had originally contained text requesting that replies be sent “FAO: Pratik 

Paw” or to the email address “Pratik.paw@kpmg.co.uk”; and 

 was present on Mr Paw’s laptop computer and/or an email server to which 

his laptop computer had access at or around the time when MENA Version 

3 was created 

(the “MENA Base Document”). 

234. The MENA Base Document was created on 9 February 2017. As a result, it would have 

appeared to anyone examining the metadata relating to MENA Version 3 that MENA 

Version 3 had been created on 9 February 2017 (i.e., six days after the meeting to 

which it referred). 

J. The meeting between Mr Meehan and Mr Wright on 12 October 2017 

235. On 12 October 2017, at or after around 17:00, Mr Meehan met with Mr Wright. 

 At that meeting, Mr Meehan and Mr Wright discussed the Minutes then 

proposed to be sent to the AQR team. They further discussed Mr Meehan’s 

Notes and Mr Meehan’s recollections of the Clearance Meetings to which 

the Minutes referred. 

 In particular, Mr Meehan and Mr Wright discussed Canada Version 4 and/or 

Canada Version 3 and/or AFC Version 4 and/or AFC Version 3 and/or Oman 

Version 3 and/or Oman Version 2 and/or MENA Version 3 and/or MENA 

Version 2.224  

 It is to be inferred that the purpose of the discussion was for Mr Wright (who 

had only attended one of the four meetings purportedly recorded by the 

false minutes) to check with Mr Meehan (who had attended all of them) that 

the documents could plausibly be presented to the AQR team as 

contemporaneous records of the meetings. 
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 It is also to be inferred from the fact of these discussions that Mr Meehan 

was well aware that the versions of the Minutes that they were discussing 

were not contemporaneous minutes but new creations.  

K. The email to the AQR team on 12 October 2017 

236. By an email dated 12 October 2017 and timed at 19:47 to Mr Wilson (copied to Ms 

Kavanagh, Mr Meehan, Mr Wright and Mr Bennett, and blind copied to Mr Paw), Mr 

Kitchen wrote as follows (emphasis added):225 

“Attached are the clearance meeting minutes that Alistair noted are missing from 
our file. 

As you may have guessed from my reaction in the meeting on Tuesday the 
construction scoping on file was an outdated version, being August 2016. Instead 
December 2016 should have been uploaded as this was prepared at year end 2016 
following discussions between Peter, [KPMG employee] and I. For reference I attach 
a copy to this email.” 

237. The attachments to Mr Kitchen’s email included the following five documents: 

 one named “Canada” (the “Final Version of the Canada Minutes”), which 

was identical in all material respects to Canada Version 4;226 

 one named “AFC” (the “Final Version of the AFC Minutes”), which was 

identical in all material respects to AFC Version 4;227 

 one named “Oman” (the “Final Version of the Oman Minutes”), which was 

identical in all material respects to Oman Version 3;228  

 one named “MENA” (the “Final Version of the MENA Minutes”), which was 

identical in all material respects to MENA Version 3;229 

(together, the “Final Versions of the Minutes”); and 
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 one named “CCS Contract Scoping 2016” (the “Final Version of the CCS 

Paper”).230 The Final Version of the CCS Paper was a modified version of CCS 

Paper Version 3. It is to be inferred that Mr Kitchen made the modifications, 

which included: 

237.5.1 numerous amendments to the tab labelled “Coverage”; 

237.5.2 numerous amendments to the tab labelled “Contract List”; and 

237.5.3 the removal of the tab labelled “NAP HY”. 

L. The presentation of the Minutes 

238. The Final Versions of the Minutes were formatted and drafted so as to resemble 

minutes created during the Carillion 2016 Audit at around the time of the meetings to 

which they referred, and contained no indication that they were documents created 

in October 2017, long after the end of the Carillion 2016 Audit, as described above. 

M. The content of the Minutes  

(1) The omission of details contained in the Notes 

239. The Final Versions of the Minutes231 were based in part on Mr Meehan’s Notes and/or 

Mr Wright’s Notes and/or Mr Kitchen’s Notes. 232  However, certain details and 

passages from Mr Meehan’s Notes, Mr Wright’s Notes and Mr Kitchen’s Notes were 

not incorporated into the Final Versions of the Minutes. Examples of such passages 

are set out in Appendix B to this Formal Complaint.  

(2) The incorporation of details not contained in the Notes 

240. The Final Versions of the Minutes also contain certain passages not based on Mr 

Meehan’s Notes, Mr Wright’s Notes or Mr Kitchen’s Notes and for which the 

Respondents have been unable to produce any contemporaneous documentary 

source relating to the meetings. Examples of such passages are set out in Appendix C 

to this Formal Complaint. 
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(3) Other discrepancies 

(a) Revenue recognition 

241. In the process of drafting the Canada Minutes, the text beneath the heading “WOHC 

Revenue Forecast” was first amended so as to include the wording that Mr Bennett 

had provided (see paragraphs 186 and 195 to 197 above).233 Later, this wording was 

deleted, as was the rest of the text beneath the heading and the heading itself (see 

paragraph 211 above). This was despite the facts that: 

 discussion of the WOHC Revenue Forecast was on the agenda for the 

meeting (i.e., Canada Version 0); and 

 Mr Kitchen’s Notes show that discussion of the WOHC Revenue Forecast did 

take place at the meeting.234 

242. The effect of the deletion described above was that the Final Version of the Canada 

Minutes did not contain any reference to the discussion that had taken place at the 

meeting of a potentially controversial accounting treatment of revenue under the 

WOHC contract which had been adopted by Carillion and accepted by KPMG. 

(b) Muscat Airport 

243. The Final Version of the Oman Minutes recorded that a “change of consultant” in 

relation to “Muscat Airport” “should result in certification”. This was despite the fact 

that the MENA Highlights Memo recorded that the “change of consultant” would 

result in “subsequent delays of work certification” (see paragraph 214 above).235 

244. The effect of the above was that the Final Version of the Oman Minutes included a 

materially inaccurate statement of the information that had been obtained by KPMG 

on this point in the course of the Carillion 2016 Audit. 
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(c) Provision releases 

245. In the process of drafting the AFC Minutes, the reference to “AED 35.2 Million” was 

first expanded so as to include the explanation, “Old accruals where it is felt that 

nobody will come back for in the future given the time they have been on the ledger” 

(see paragraph 199 above).236  Later, it was deleted, as was all the text that had 

appeared in AFC Version 0 under the heading “General provision movement to be 

discussed” (see paragraph 225 above).237 This was despite the facts that:  

 discussion of the “AED 35.2 Million” was on the agenda for the meeting (i.e., 

AFC Version 0); and 

 Mr Kitchen’s Notes show that the discussion at the meeting included a 

statement or an exchange which he noted as “35.2m old accruals where feel 

know [sic] one will come for”.238 

246. The effect of these changes was that the Final Version of the AFC Minutes did not 

contain details of the release of accrual provisions which had been on the agenda for, 

and had been discussed at, the AFC Meeting. 

(4) Issues raised by the AQR 

(a) Controls and BURs 

247. Mr Wilson (see paragraph 158 above) and Ms Kavanagh (see paragraphs 159 and 

160.2 above) had asked the Respondents about their approach to “controls” and 

specifically “BURs” (business unit reviews).  

248. This issue was addressed in passages that were added to the Minutes more 

particularly set out in the first row of the table in Appendix D to this Formal Complaint. 

As noted in the final column of that table, none of the passages in question was based 

on Mr Meehan’s Notes, Mr Wright’s Notes or Mr Kitchen’s Notes (or any other 

contemporaneous documentary source relating to the Clearance Meetings that the 

Executive Counsel has been able to identify). 
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249. It is to be inferred that these passages were added to the Minutes in order to address 

the AQR team’s known interest in controls and BURs, and, as Mr Bennett wrote in his 

email of 10 October 2017 (see paragraph 171 above), to put KPMG in “the best place 

to defend from” in relation to these issues. 

(b) Contract selection 

250. Mr Wilson (see paragraph 158 above) and Ms Kavanagh (see paragraphs 159 and 

160.2 above) had asked the Respondents about how they had selected contracts for 

testing, enquiring as to such matters as “risk criteria”, “selection” and “sample size”.  

251. This issue was addressed in passages that were added to the Minutes more 

particularly set out in the second row of the table in Appendix D to this Formal 

Complaint. As noted in the final column of that table, none of the passages in question 

was based on Mr Meehan’s Notes, Mr Wright’s Notes or Mr Kitchen’s Notes (or any 

other contemporaneous documentary source relating to the Clearance Meetings that 

the Executive Counsel has been able to identify). 

252. It is to be inferred that these passages were added to the Minutes in order to address 

the AQR team’s known interest in contract selection, and, as Mr Bennett wrote in his 

email of 10 October 2017 (see paragraph 171 above), to put KPMG in “the best place 

to defend from” in relation to this issue. 

(c) Provisions 

253. Mr Wilson had asked the Respondents about “Work on the central contract 

provisions” (see paragraph 158 above).  

254. This issue was addressed in passages that were added to the Minutes more 

particularly set out in the third row of the table in Appendix D to this Formal 

Complaint. As noted in the final column of that table, none of the passages in question 

was based on Mr Meehan’s Notes, Mr Wright’s Notes or Mr Kitchen’s Notes (or any 

other contemporaneous documentary source relating to the Clearance Meetings that 

the Executive Counsel has been able to identify). 

255. It is to be inferred that these passages were added to the Minutes in order to address 

the AQR team’s known interest in contract provisions, and, as Mr Bennett wrote in his 

email of 10 October 2017 (see paragraph 171 above), to put KPMG in “the best place 

to defend from” in relation to this issue. 
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(d) Group reporting and site visits 

256. Mr Wilson (see paragraph 158 above) and Ms Kavanagh (see paragraphs 159 and 

160.2 above) had asked the Respondents about their approach to “group reporting” 

and in particular “site visits”.  

257. This issue was addressed in passages that were added to the Minutes more 

particularly set out in the fourth row of the table in Appendix D to this Formal 

Complaint. As noted in the final column of that table, none of the passages in question 

was based on Mr Meehan’s Notes, Mr Wright’s Notes or Mr Kitchen’s Notes (or any 

other contemporaneous documentary source relating to the Clearance Meetings that 

the Executive Counsel has been able to identify). 

258. It is to be inferred that these passages were added to the Minutes in order to address 

the AQR team’s known interest in group reporting and site visits. 

(e) Challenge of management 

259. The Respondents were aware that the AQR team was likely to be interested in the 

extent to which they had challenged Carillion’s management during the Carillion 2016 

Audit, that being a fundamental part of any competently performed audit.  

260. This issue was addressed in passages that were added to the Minutes more 

particularly set out in the fifth row of the table in Appendix D to this Formal Complaint. 

As noted in the final column of that table, none of the passages in question was based 

on Mr Meehan’s Notes, Mr Wright’s Notes or Mr Kitchen’s Notes (or any other 

contemporaneous documentary source relating to the Clearance Meetings that the 

Executive Counsel has been able to identify). 

261. It is to be inferred that these passages were added to the Minutes in order to address 

the AQR team’s likely interest in challenges to Carillion’s management. 

N. The presentation of the CCS Paper 

262. The Final Version of the CCS Paper was formatted and drafted so as to resemble a 

work paper created during the Carillion 2016 Audit. Further, the Final Version of the 

CCS Paper contained no indication that it had been created other than during the 

Carillion 2016 Audit. In fact, however, the Final Version of the CCS Paper had been 
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created in October 2017, long after the end of the Carillion 2016 Audit, as described 

above.239 

O. The content of the CCS Paper  

(1) The issues addressed in the CCS Paper 

(a) Contract selection 

263. The Final Version of the CCS Paper in general addressed the issue described at 

paragraph 250 above, the entire subject-matter of the CCS Paper being the selection 

of contracts for testing.240 

(b) Desktop reviews 

264. Ms Kavanagh had asked the Respondents, or alternatively she and the Respondents 

had discussed, what was involved in “Desktop reviews” (see paragraphs 159 and 160.2 

above). That issue was addressed in one of the modifications to the tabs labelled 

“Coverage” and “Contract List” referred to at paragraph 237.5 above. In particular: 

 in the tab labelled “Coverage”, the heading “Verbal Updates” that had 

appeared in CCS Paper Version 3 had been changed to the heading 

“Contracts desktop reviews”, with the sub-heading “(referred to colloquially 

as verbal updates)”; and 

 in the tab labelled “Contract List”, in the column headed “Audit Work to 

Perform”, all the cells that had contained the value “VU” in CCS Paper 

Version 3 had been changed so as to contain the value “DR”. 

(c) Calculations 

265. Mr Bennett and/or Mr Kitchen (see paragraph 171 above) had identified that, in the 

Original CCS Paper, the coverage figures (14% of revenue and 6% of gross profit) were 

wrong. This was in particular because: 
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 the revenue and gross profit attributable to the line item called “CtJV 

(contract developments & claims position)” had been recorded as negative 

instead of positive; 

 the coverage figure for gross profit had been calculated on a net basis 

(without separating out profits and losses), and so did not provide a 

meaningful measure of coverage; and 

 the “NAP Capital Replacement” contract had been included twice. 

266. This issue was addressed by the amendments to the CCS Paper referred to at 

paragraphs 187.3 and 237.5.1 above, which resulted in the relevant percentages being 

recalculated (using the CAVs as at December 2016). 

(d) Coverage 

267. Mr Bennett and/or Mr Kitchen (see paragraph 171 above) had identified that, in the 

Original CCS Paper, it was not clear how KPMG had reached the view that its coverage 

of construction contracts would be sufficient for the purposes of the Carillion 2016 

Audit.241 

268. This issue was addressed by: 

 the amendments to the CCS Paper referred to at paragraphs 187.3 and 

237.5.1 above, which resulted in the coverage percentages for revenue and 

gross profit being increased to 59.4% and 65.2% respectively; and 

 the amendments to the CCS Paper referred to at paragraph 187.3 above, 

which included the addition of a note which read “Coverage is sufficently 

[sic] high enough [sic], especially when criteria of selection is [sic] based on 

risk, to provide comfort over the remaining untested population.”242 

(e) December updates 

269. Mr Bennett and/or Mr Kitchen (see paragraph 171 above) had identified that the 

Original CCS Paper contained notes indicating that the selection would depend on 

CAVs as at December 2016 (the “December CAVs”), but only contained CAVs as at 
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August 2016 (the “August CAVs”) (see paragraph 149.4 above). Therefore, it was not 

clear where (or whether) the KPMG team had updated the contract selection using 

the December CAVs as indicated in the notes. 

270. This issue was addressed by the amendments to the CCS Paper referred to at 

paragraph 180.2 above (the addition of the new tabs setting out the CAVs as at 

December 2016) and an updated contract selection process based on those CAVs. 

(2) Further manipulation of the content of the CCS Paper  

(a) The quantitative Selection Criteria 

271. In the Original CCS Paper, the fourth and fifth quantitative Selection Criteria were 

more complex than their descriptions disclosed. In particular, those Selection Criteria 

would only be met in each case if the contract to which they were applied had a “Year 

to Date Margin” of greater than + £0.3 million (being three quarters of the Audit 

Misstatement Posting Threshold of £0.4 million). 

272. In the Final Version of the CCS Paper, the fourth and fifth quantitative Selection 

Criteria had been changed, but without the changes being disclosed in the 

descriptions or elsewhere on the face of the document. In particular, those Selection 

Criteria would now only be met in each case if the contract to which they were applied 

had a “Year to Date Margin” and a “Total Value to Come Margin” that were both less 

than – £1.5 million or greater than + £1.5 million. The effect of these changes was to 

reduce the number of contracts selected by the application of the fourth and fifth 

quantitative Selection Criteria. 

(b) The application of the quantitative Selection Criteria to the December CAVs 

273. As noted at paragraph 269 above, the Original CCS Paper contained the August CAVs.  

In the Original CCS Paper, KPMG applied the quantitative Selection Criteria to the 

August CAVs in a systematic way (albeit that certain errors were made) using Excel-

driven formulas. However, there is no evidence that KPMG subsequently applied the 

quantitative Selection Criteria to the December CAVs in the same systematic way 

during the Carillion 2016 Audit.  

274. Indeed, in an interview with the FRC on 22 January 2019, Mr Kitchen said that (a) the 

only work done to identify CCS Contracts meeting the quantitative Selection Criteria 

using the December CAVs was “a cursory […] glance through” the data in January, and 
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(b) KPMG did not apply the Selection Criteria to the December CAVs in a “specific” 

way.243 

275. Despite this, however, the Final Version of the CCS Paper indicated that KPMG had 

applied the quantitative Selection Criteria to the December CAVs systematically using 

Excel in the same way as had been done using the August CAVs, when in fact KPMG 

had done no such thing. 

(c) The identification of the “Kier JV - Consolidated” contract 

276. In the Original CCS Paper, the “Kier JV - Consolidated” contract was not identified as 

having met the Selection Criteria. However, in the Final Version of the CCS Paper, it 

was so identified. Specifically, it was identified as meeting the fourth Selection 

Criterion (“Movement between FY15 v FY16 yearly margin <2% or >2%”).  

277. The application of the fourth Selection Criterion involved a non-trivial mathematical 

calculation based on yearly margin data. Therefore, it would not have been possible 

to identify the fact that the “Kier JV - Consolidated” contract met the fourth Selection 

Criterion simply by “a cursory […] glance through” the data in January.  

278. Thus, the Final Version of the CCS Paper indicated that KPMG had identified the “Kier 

JV - Consolidated” contract in January from its review of the December CAVs, when in 

fact KPMG had done no such thing. 

(d) CCS Notes recording that a “WIP balance” was “agreed to CERT” 

279. The Final Version of the CCS Paper contained a number of notes that were apparently 

designed to explain why KPMG had decided not to perform audit work in relation to 

certain contracts despite the fact that those contracts met one or more of the 

Selection Criteria (the “CCS Notes”). Among the CCS Notes were the following: 

 “BARTS SQUARE PHASE 1 […] £5.3m of the WIP balance relates to measured 

work that was agreed to CERT, therefore remaining balance is less than 

criteria selected for, so no further work proposed as no risks identified.” 
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 “Arundel Great Court […] £12.5m of the WIP balance relates to cash paid in 

advance and was agreed to CERT, therefore remaining balance is less than 

criteria selected for, do [sic] no further work proposed as no risks identified.” 

 “A14 […] £4.7m of the WIP balance relates to measured work that was 

agreed to CERT, therefore remaining balance is less than criteria selected for, 

so no further work proposed as no risks identified.” 

280. Despite these assertions, it is the Executive Counsel’s case that none of these three 

balances were in fact “agreed to CERT”, since:  

 There is no evidence that any of these balances were “agreed to CERT”, 

whereas where (other) balances were in fact “agreed to CERT”, evidence of 

that appears in the documentary record.244 

 In an interview with the FRC on 22 January 2019, Mr Kitchen confirmed that 

application of the Selection Criteria to the December CAVs had not resulted 

in any further contracts being selected for testing (“no changes to those 

contracts at all […] the December review did not pick any other contracts up 

that we’d already reviewed based on the August CAVs for October”). Neither 

the “A14” contract nor the “Arundel Great Court” contract was selected by 

the application of the Selection Criteria to the August CAVs, and so KPMG 

had no reason to perform (and did not perform) any audit work in relation 

to them at the year-end stage.  It therefore follows that KPMG did not agree 

the relevant WIP balances “to CERT”. 

(e) Records of desktop reviews 

281. The Final Version of the CCS Paper stated that a “desktop review” had been performed 

in relation to each of the “Arundel Great Court”, “Peterborough Academies - PITT”, 

“Gatwick Pier 5”, “A14”, “Kier JV - Consolidated”, and “Provision Release” contracts. 

282. Despite these assertions, it is the Executive Counsel’s case that no such reviews were 

in fact carried out, since: 
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 There is no evidence that any “desktop review” was carried out in relation 

to any of these six contracts, whereas evidence from the audits of Carillion’s 

financial statements for 2014,245 2015,246 and 2016247 shows that a “desktop 

review” was a substantial procedure, and that where a “desktop review” was 

carried out, evidence of that appears in the documentary record. 

 As noted at paragraph 280.2 above, in an interview with the FRC on 22 

January 2019, Mr Kitchen confirmed that application of the Selection Criteria 

to the December CAVs had not resulted in any further contracts being 

selected for testing. Neither the “A14” contract nor the “Arundel Great 

Court” contract nor the “Provision Release” contract was selected by the 

application of the Selection Criteria using the August CAVs, and so KPMG 

had no reason to perform (and did not perform) any audit work in relation 

to them at the year-end stage. It therefore follows that KPMG did not carry 

out desktop reviews in relation to them. 

(f) CCS Notes recording other audit work 

283. Among the CCS Notes were the following: 

Gatwick Pier 5 

“Gatwick Pier 5 […] Contract has been settled leading to a loss of £4.0m with KPMG 
having reviewed the final account providing comfort no further costs to be incurred 
and therefore no further work is proposed.” 

 Despite this note stating that KPMG reviewed the “final account” in relation 

to the “Gatwick Pier 5” contract (i.e. the account resulting from the final 

settlement agreed on this contract in the first half of 2016), there is no 

evidence that KPMG in fact did so. 

RAF Waddington Runway Refurbishment 

“RAF Waddington Runway Refurbishment […] Delays were experienced in H1 2016 
resulting in an E[xtension ]o[f ]T[ime] being granted for a value of £6m that has been 
reviewed by KPMG at that time. As a result no further work is proposed.” 
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 Despite this note stating that KPMG “reviewed” an “E[xtension ]o[f ]T[ime]” 

granted in “H1 2016” in relation to the “RAF Waddington Runway 

Refurbishment” contract, there is no evidence that KPMG in fact did so. 

284. Thus, the Final Version of the CCS Paper stated that KPMG had performed certain 

audit work, but in fact KPMG had not performed that work. 

(g) CCS Notes recording other audit judgements 

285. Among the CCS Notes were the following: 

Barts Square Phase 1 

“BARTS SQUARE PHASE 1 […] £5.3m of the WIP balance relates to measured work 
that was agreed to CERT, therefore remaining balance is less than criteria selected 
for, so no further work proposed as no risks identified.” 

 Despite this note stating “no further work proposed”, KPMG in fact both 

proposed and performed further audit work, in that KPMG performed a site 

visit on 21 November 2016;248 requested an interim position paper on 25 

November 2016 which it then received on 28 November 2016; 249  and 

received a deed of variation (dated 22 December 2016) on 23 January 

2017.250  

Plain Line Track Renewals 

“Plain Line Track Renewals […] As in line with Prior years Carillion have separated 
this contract out over several Contract ID’s to enable easier accountability. 
However, all codes need to be combined to get the true position with criteria 2 then 
not met as loss is less than the criteria. As a result no work is proposed.” 

 Despite this note stating “no work is proposed”, KPMG in fact both proposed 

and performed further audit work in relation to this contract, in that KPMG 

obtained a verbal update from Carillion and requested and received further 

documentation to verify the explanations provided by Carillion.251  
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RAF Waddington 

“RAF Waddington Runway Refurbishment […] Delays were experienced in H1 2016 
resulting in an EoT being granted for a value of £6m that has been reviewed by 
KPMG at that time. As a result no further work is proposed.” 

 Again, despite this note stating “no further work is proposed”, KPMG in fact 

both proposed and performed further audit work in relation to this contract, 

in that KPMG requested and received a certificate of works.252 

286. Thus, the Final Version of the CCS Paper stated that KPMG had not proposed to test 

certain contracts, but in fact KPMG had proposed and performed audit work in 

relation to those contracts. 

P. Corrections 

287. As to correcting the information provided by Mr Kitchen’s email of 12 October 

2017:253 

 At no material time (a) after the emails and attachments described at 

paragraphs 179, 236 and 237 above but (b) before the letter referred to in 

the next sub-paragraph did any of the Carillion Individual Respondents take 

any step to correct or clarify any information, statement, or representation 

made in any of those emails or attachments.  

 By a letter from its solicitors, Orrick, Herrington & Sutcliffe (UK) LLP, dated 7 

November 2018, KPMG informed the FRC for the first time that “documents 

previously thought to have been prepared during the 2016 year-end audit 

were in fact prepared later, in October 2017”.254 The documents in question 

were the Minutes and the Final Version of the CCS Paper. In relation to the 

Minutes, KPMG stated that it “now understands” that the Minutes had been 

prepared in October 2017. In relation to the Final Version of the CCS Paper, 

KPMG stated that this was “not a document ‘prepared at the 2016 year-end’ 

as indicated in the [12 October 2017] email (and as KPMG had previously 

thought to be the case)”, but that it had been “updated in October 2017”.  
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VII. THE ALLEGATIONS:  SUMMARY 

288. As detailed below, the Executive Counsel makes ten Allegations of Misconduct arising 

out of the facts and matters set out above.  This summary is provided in order to 

provide an overview, for ease of reference. 

289. These ten Allegations fall into four groups.  The first two groups (Allegation 1 and 

Allegations 2A-C) relate to the Regenersis Inspection; the second two groups 

(Allegations 3A-C and Allegations 4A-C) relate to the Carillion Inspection. The groups 

of Allegations which cover the Regenersis Goodwill Paper (Allegations 2A-C), the 

Minutes (Allegations 3A-C) and the Carillion CCS Paper (Allegations 4A-C) all follow the 

same internal tripartite structure as follows: 

 The first allegation of each group (i.e., the “A” allegation, being Allegations 

2A, 3A, and 4A) alleges the creation of a false document or documents with 

the intention to mislead the FRC. 

 The second allegation of each group (i.e., the “B” allegation, being 

Allegations 2B, 3B, and 4B) alleges the making of false representations to 

the FRC as to the date on which, and circumstances in which, the document 

was created.  

 The third allegation of each group (i.e., the “C” allegation, being Allegations 

2C, 3C, and 4C) alleges the making of false representations to the FRC about 

the audit work performed by KPMG. 

290. Each Allegation is made against one or more of the Individual Respondents and also 

against KPMG, on the basis that the acts, omissions, knowledge and states of mind of 

the Individual Respondents are to be attributed to KPMG. 

291. With two exceptions, in the case of every Allegation, it is alleged (a) that the relevant 

Individual Respondents intended to mislead the FRC (or intended that the FRC would 

be misled), or in the alternative, (b) that they acted recklessly, in that they were aware 

of a risk that the FRC would be misled by their actions and they unreasonably took 

that risk. (The exceptions are that, in relation to Mr Smith, Allegation 1 and, in relation 

to Mr Kitchen, Allegation 3C are made on the basis of recklessness only.)  Since this is 

of general application, it is not repeated in the summary of each Allegation below. 
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292. In the case of Allegations 2-4, it is the Executive Counsel’s case that: 

 the conduct of each of the relevant Individual Respondents, whether 

intentional or reckless, was dishonest; but that alternatively 

 even if it was not dishonest, it was not straightforward, and showed a lack 

of integrity; and that in either case 

 it fell significantly short of the standards reasonably to be expected of the 

relevant Individual Respondents and of KPMG and/or has brought, or is 

likely to bring, discredit to the relevant Individual Respondents, KPMG, 

and/or to the accountancy profession; and 

 it therefore amounted to Misconduct. 

A. Allegation 1 (Regenersis): Mr Meehan’s attendance at Audit Committee 

meetings  

293. Allegation 1 (page 90 and paragraphs 303 to 314) is made against Mr Smith and 

KPMG. It alleges that Mr Smith made or was responsible for misleading 

representations to the AQR that Mr Meehan, as the NARP for Regenersis, had not 

attended any Audit Committee meetings. 

B. Allegations 2A to 2C (Regenersis): The Goodwill Paper 

294. Allegation 2A (page 94 and paragraphs 315 to 342) is made against Mr Bennett, Mr 

Wright and KPMG. It alleges that Mr Bennett and Mr Wright were knowingly involved 

in the creation of a false and/or misleading document, namely the AQR Version of the 

Goodwill Paper, which falsely purported to be an audit work paper created in the 

course of the Regenersis 2014 Audit. 

295. Allegation 2B (page 101 and paragraphs 343 to 359) is made against Mr Bennett, Mr 

Wright and KPMG. It alleges that Mr Bennett and Mr Wright sought to mislead the 

FRC by making false and/or misleading representations that the AQR Version of the 

Goodwill Paper was a record that had been created during the Regenersis 2014 Audit. 

296. Allegation 2C (page 105 and paragraphs 360 to 377) is made against Mr Bennett, Mr 

Wright and KPMG. It alleges that Mr Bennett and Mr Wright sought to mislead the 

FRC by making false and/or misleading representations that the work described in the 
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AQR Version of the Goodwill Paper had been performed during the Regenersis 2014 

Audit. 

C. Allegations 3A to 3C (Carillion): The Minutes 

297. Allegation 3A (page 110 and paragraphs 378 to 425) is made against Mr Meehan, Mr 

Wright, Mr Kitchen, Mr Bennett, Mr Paw and KPMG. It alleges that Mr Meehan, Mr 

Wright, Mr Kitchen, Mr Bennett and Mr Paw were knowingly involved in the creation 

of false and/or misleading documents, namely the Final Versions of the Minutes, 

which falsely purported to be meeting minutes created in the course of the Carillion 

2016 Audit. 

298. Allegation 3B (page 126 and paragraphs 426 to 460) is made against Mr Meehan, Mr 

Wright, Mr Kitchen, Mr Bennett, Mr Paw and KPMG. It alleges that Mr Meehan, Mr 

Wright, Mr Kitchen, Mr Bennett and Mr Paw sought to mislead the FRC by making 

false and/or misleading representations that the Final Versions of the Minutes were 

meeting minutes which had been created during the Carillion 2016 Audit. 

299. Allegation 3C (page 133 and paragraphs 461 to 484) is made against Mr Meehan, Mr 

Wright, Mr Kitchen and KPMG. It alleges that Mr Meehan, Mr Wright and Mr Kitchen 

sought to mislead the FRC by providing information, namely information contained in 

the Final Versions of the Minutes, which was false and/or misleading in that the Final 

Versions of the Minutes were not true, accurate and impartial records of the meetings 

to which they referred. 

D. Allegations 4A to 4C (Carillion): The CCS Paper 

300. Allegation 4A (page 140 and paragraphs 485 to 514) is made against Mr Meehan, Mr 

Kitchen, Mr Bennett and KPMG. It alleges that Mr Meehan, Mr Kitchen and Mr 

Bennett were knowingly involved in the creation of a false and/or misleading 

document, namely the Final Version of the CCS Paper, which falsely purported to be 

an audit work paper created in the course of the Carillion 2016 Audit. 

301. Allegation 4B (page 149 and paragraphs 515 to 537) is made against Mr Meehan, Mr 

Kitchen, Mr Bennett and KPMG. It alleges that Mr Meehan, Mr Kitchen and Mr 

Bennett sought to mislead the FRC by making false and/or misleading representations 

that the Final Version of the CCS Paper was a record that had been created during the 

Carillion 2016 Audit. 
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302. Allegation 4C (page 154 and paragraphs 538 to 548) is made against Mr Kitchen and 

KPMG. It alleges that Mr Kitchen sought to mislead the FRC by making false and/or 

misleading representations that the work described in the Final Version of the CCS 

Paper had been performed during the Carillion 2016 Audit. 
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ALLEGATION 1 

(REGENERSIS) 

MISLEADING REPRESENTATIONS ABOUT MR MEEHAN’S ATTENDANCE AT AUDIT 

COMMITTEE MEETINGS 

 
Mr Smith and KPMG committed Misconduct in that: 

1.1. By the emails and attachments described at paragraphs 56 to 59, 78 and 87 above, 
Mr Smith made or was responsible for  

1.2. , representations (namely that Mr Meehan, as the NARP for Regenersis, had not 
attended any Audit Committee meetings) which were misleading, while being 
reckless (a) as to whether those representations were misleading and (b) as to 
whether Ms Neilson and/or Mr Meek and/or the FRC would be misled by them. 

1.3. … 

1.4. Mr Smith acted at all material times in the course of his employment by KPMG 
and/or as an agent of KPMG acting within the scope of his actual or ostensible 
authority. The acts and omissions of Mr Smith are to be attributed to KPMG 
pursuant to paragraph 5(11) of the Scheme. 

1.5. Mr Smith and KPMG thus failed to act in accordance with Fundamental Principle (a) 
(integrity) and section 110 of the Code of Ethics. Their conduct thereby fell 
significantly short of the standards reasonably to be expected of a Member or 
Member Firm (as the case may be) and/or has brought, or is likely to bring, discredit 
to the Members or Member Firm (as the case may be), and/or to the accountancy 
profession. 

 
Particulars 

 

303. Mr Meehan had been the audit engagement partner for Regenersis until 25 

September 2012. Under APB Ethical Standard 3 (Revised) Long Association with the 

Audit engagement (Revised October 2009), where an audit engagement partner 

continued in a non-audit role having been rotated off the engagement team, the new 

audit engagement partner and the individual concerned were to ensure that that 

person, while acting in this new role, did not exert any influence on the audit 

engagement. At the time of the Regenersis 2014 Audit, Mr Meehan was the NARP for 

Regenersis and, as such, was not allowed to exert any influence on the audit 

engagement. Under KPMG’s internal policies at the time, Mr Meehan was not allowed 

to attend Audit Committee meetings (unless this was justified by exceptional 

circumstances, which would have to be fully documented) (see paragraphs 63 to 65 

above). 
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304. On 3 February 2015, KPMG emailed a completed AQR file questionnaire to the AQR 

team (described at paragraphs 56 to 59 and 78 above). On 11 March 2015, Mr Bennett 

emailed KPMG’s response to the queries tracker to the AQR team (described at 

paragraphs 79 and 87 above). KPMG’s response contained express representations 

that Mr Meehan had not attended any Audit Committee meetings (the “NARP 

Representations”). 

305. The NARP Representations were misleading. Whilst it is not alleged that Mr Meehan 

actively participated in those meetings, or was otherwise in breach of the 

requirements of ES3 above, he had attended the Audit Committee meetings on 9 July 

2014 and 16 September 2014. 

306. The NARP Representations were made to Ms Neilson and/or Mr Meek and/or the FRC.  

Mr Smith  

307. In all the circumstances set out at paragraphs 55 to 88 above, Mr Smith made or was 

responsible for the NARP Representations. 

 … 

 …  

… 

308. … 

 Mr Smith knew that Mr Meehan had attended the Audit Committee 

meetings on 9 July 2014 (see 

 paragraphs 70 and 71 above) and 16 September 2014 (see paragraphs 72 

and 73 above). 

 …  

308.3.1 Mr Smith facilitated Mr Meehan’s attendance at the Audit 

Committee meeting on 9 July 2014 (see paragraphs 70.1 to 70.3 

above). 

308.3.2 Mr Smith provided Mr Meehan with the agenda for the 9 July 

2014 Audit Committee meeting and with a copy of KPMG’s audit 
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plan for 2014 to be approved by the Audit Committee (see 

paragraphs 70.3 and 70.8 above). 

308.3.3 Mr Smith arranged and attended the pre-meeting with Mr 

Meehan and [KPMG employee] [role] on the Regenersis 2014 

Audit, before the Audit Committee meeting on 9 July 2014 (see 

paragraphs 70.5 and 70.9 above). 

308.3.4 … 

308.3.5 Prior to the Audit Committee meeting on 16 September 2014 Mr 

Bennett sent Mr Meehan the agenda for the Audit Committee 

meeting, together with associated documents (see paragraph 

72.2 above). It is to be inferred that this was at Mr Smith’s 

request, alternatively with Mr Smith’s knowledge and approval. 

 …  

309. In making or being responsible for the NARP Representations, Mr Smith was reckless 

as to whether Ms Neilson and/or Mr Meek and/or the FRC would be misled in that he 

was aware that there was a risk that the NARP Representations were misleading and 

in all the circumstances known to him (as set out above) it was unreasonable for him 

to take that risk. It is not alleged that Mr Smith was thereby acting dishonestly. 

310. … 

311. … 

312. … 

313. …  

 … 

 …  

 … 

KPMG 

314. Mr Smith acted at all material times in the course of his employment by KPMG and/or 

as an agent of KPMG acting within the scope of his actual or ostensible authority. The 
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acts and omissions of Mr Smith are to be attributed to KPMG pursuant to paragraph 

5(11) of the Scheme. 
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ALLEGATION 2A 

(REGENERSIS) 

CREATING A FALSE AND/OR MISLEADING DOCUMENT: 

THE GOODWILL PAPER 

 
Mr Bennett, Mr Wright and KPMG committed Misconduct in that: 

2A.1. Mr Bennett knowingly created, or knowingly assisted in and/or encouraged the 
creation of, a false and/or misleading document, namely a document falsely 
purporting to be an audit work paper created in the course of the Regenersis 2014 
Audit, with the intention that Ms Neilson and/or Mr Meek and/or the FRC would be 
misled into accepting it as such. 

Mr Wright knowingly assisted in and/or encouraged the creation of a false and/or 
misleading document, namely a document falsely purporting to be an audit work 
paper created in the course of the Regenersis 2014 Audit, with the intention that 
Ms Neilson and/or Mr Meek and/or the FRC would be misled into accepting it as 
such. 

2A.2. Alternatively: 

Mr Bennett knowingly created, or knowingly assisted in and/or encouraged the 
creation of, a document falsely purporting to be an audit work paper created in the 
course of the Regenersis 2014 Audit, while being reckless as to whether Ms Neilson 
and/or Mr Meek and/or the FRC would be misled into accepting it as such. 

Mr Wright knowingly assisted in and/or encouraged the creation of a document 
falsely purporting to be an audit work paper created in the course of the Regenersis 
2014 Audit, while being reckless as to whether Ms Neilson and/or Mr Meek and/or 
the FRC would be misled into accepting it as such. 

2A.3. Although it is alleged that the conduct of each of Mr Bennett and Mr Wright set out 
in 2A.1 and 2A.2 above was dishonest, this Allegation of Misconduct does not 
depend on dishonesty being established. 

2A.4. Each of Mr Bennett and Mr Wright acted at all material times in the course of his 
employment by KPMG and/or as an agent of KPMG acting within the scope of his 
actual or ostensible authority. The acts, omissions, knowledge and states of mind of 
each of Mr Bennett and Mr Wright are to be attributed to KPMG. 

2A.5. Mr Bennett, Mr Wright and KPMG thus failed to act in accordance with Fundamental 
Principle (a) (integrity) and section 110 of the Code of Ethics. Their conduct thereby 
fell significantly short of the standards reasonably to be expected of a Member or 
Member Firm (as the case may be) and/or has brought, or is likely to bring, discredit 
to the Members or Member Firm (as the case may be), and/or to the accountancy 
profession. 

 
Particulars 

315. In light of the matters set out at paragraphs 125 to 136 above, the AQR Version of the 

Goodwill Paper was false and/or misleading in that it purported to be a record of audit 
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work, created in the course of the Regenersis 2014 Audit, when it was not. It was 

created by Mr Bennett (and/or was created at his direction) after the Regenersis 2014 

Audit in response to the Regenersis Inspection, to the knowledge of Mr Wright. 

316. For the avoidance of doubt, the Executive Counsel does not by this Allegation 2A make 

any allegation as to the truth or falsity of the content of the AQR Version of the 

Goodwill Paper (except in so far as that content suggests that the AQR Version was 

created during the Regenersis 2014 Audit): that topic is dealt with in Allegation 2C.  

Mr Bennett 

Creating the AQR Version of the Goodwill Paper 

317. Mr Bennett created, and/or knowingly assisted in and/or encouraged the creation of, 

the AQR Version of the Goodwill Paper in the following manner: 

 He modified the Original Version of the Goodwill Paper and created 

Goodwill Paper Version 2 (see paragraphs 126 to 129 above). 

 He recruited a junior employee at KPMG’s Birmingham audit department to 

help research and marshal discount rates and otherwise assist him in the 

creation of Goodwill Paper Version 3 (see paragraphs 126 to 130 above). 

 He discussed Goodwill Paper Version 3 (or some other version of the 

Goodwill Paper) with Mr Wright (see paragraphs 131 to 133 above). 

 He created, or was involved in the creation of, the AQR Version of the 

Goodwill Paper as set out in paragraphs 131 to 134 above. 

Knowledge of falsity and intention to mislead 

318. Mr Bennett knew, in relation to KPMG’s audit work on goodwill, that there was no 

evidence on the audit file of external benchmarking against a relevant peer group in 

2014 (see paragraphs 107 to 121 above).  

319. Mr Bennett knew that KPMG was expected to explain the inconsistencies between its 

different accounts in different documents of its audit work on goodwill (see 

paragraphs 61, 115, and 122 to 125 above). 

320. Mr Bennett knew that KPMG had represented to the AQR team that: 
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 the Goodwill Paper had been updated during the audit; and 

 the updated version of the Goodwill Paper appeared “inadvertently, to not 

have been reflected on the file” but was “available, if considered useful”  

(see paragraphs 114 and 122 to 125 above). 

321. Mr Bennett either (a) knew that there was, in fact, no pre-existing, updated version 

of the Goodwill Paper and never had been, or at the least (b) knew that no pre-

existing, updated version of the Goodwill Paper was available for provision to the AQR 

(see paragraphs 107 to 121 above).  

322. Because Mr Bennett created, and/or assisted in and/or encouraged the creation of, 

the AQR Version of the Goodwill Paper, he knew that it was created after the end of 

the Regenersis 2014 Audit (see paragraphs 126 to 138 above). 

323. Mr Bennett intended that the AQR Version of the Goodwill Paper would be presented 

to Ms Neilson and/or Mr Meek and/or the FRC as a document created during the 

finalisation of the Regenersis 2014 Audit, and intended that Ms Neilson and/or Mr 

Meek and/or the FRC would accept it as such. In particular: 

 Mr Bennett knew that KPMG had represented to the AQR team that the 

updated version of the Goodwill Paper appeared “inadvertently, to not have 

been reflected on the file” but was “available, if considered useful”, and that 

the AQR team had requested it (see paragraphs 114 and 122 to 125 above). 

 Mr Bennett had emailed Ms Neilson promising to provide “Goodwill 

discount rate benchmarks” explaining that they would follow “as soon as we 

have collated from team” (see paragraph 125 above). 

 By his email of 31 March 2015, Mr Bennett presented the AQR Version of 

the Goodwill Paper to Ms Neilson as a document that had been created 

during the Regenersis 2014 Audit (see paragraph 137 above). The email was 

inaccurate, misleading and dishonest in the various ways described at 

paragraph 138 above.  

 Mr Bennett knew that KPMG’s final response to the AQR team on this issue 

repeated and perpetuated the untruths told by him in his email to Ms Neilson 

on 31 March 2015 (see paragraph 141 above). 
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324. Thus Mr Bennett knowingly created, or knowingly assisted in and/or encouraged the 

creation of, a document falsely purporting to be an audit work paper created in the 

course of the Regenersis 2014 Audit, namely the AQR Version of the Goodwill Paper, 

with the intention that Ms Neilson and/or Mr Meek and/or the FRC would be misled 

into accepting it as such. 

325. Mr Bennett had reason to want Ms Neilson and/or Mr Meek and/or the FRC to accept 

the AQR Version of the Goodwill Paper as genuine in order to avoid the AQR team 

concluding that the audit report was misleading (see paragraph 37 above). 

Recklessness 

326. Alternatively, by knowingly creating, or knowingly assisting in and/or encouraging the 

creation of, the AQR Version of the Goodwill Paper, Mr Bennett acted recklessly, in 

that he was aware that there was a risk that Ms Neilson and/or Mr Meek and/or the 

FRC would be misled into accepting the AQR Version of the Goodwill Paper as an audit 

work paper created in the course of the Regenersis 2014 Audit when it was not, and 

in all the circumstances known to him (as set out above) it was unreasonable for him 

to take that risk. 

Dishonesty 

327. The Executive Counsel’s case is that Mr Bennett’s conduct set out above, whether 

intentional or reckless, was dishonest. 

328. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, and that 

it showed a lack of integrity. 

Mr Wright  

Assisting and/or encouraging the creation of the AQR Version of the Goodwill Paper  

329. Mr Wright knowingly assisted in and/or encouraged the creation of the AQR Version 

of the Goodwill Paper (see paragraphs 131 to 133 above). 
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Knowledge of falsity and intention to mislead 

330. Mr Wright knew, in relation to KPMG’s audit work on goodwill, that there was no 

evidence on the audit file of external benchmarking against a relevant peer group in 

2014 (see paragraphs 107 to 121 above).  

331. Mr Wright knew that KPMG was expected to explain the inconsistencies between its 

different accounts in different documents of its audit work on goodwill (see 

paragraphs 61, 115, and 122 to 125 above). 

332. It was Mr Wright who had originally manufactured the explanation that the Goodwill 

Paper had been updated at the time of the audit but had been inadvertently omitted 

from the file (see paragraphs 107 to 114 above). He knew that it was not true, as 

indicated by his subsequently-deleted marginal note “Best I can come up with” (see 

paragraph 109 above). 

333. Mr Wright knew that there was no pre-existing, updated version of the Goodwill 

Paper (see paragraphs 107 to 114 above).  

334. Mr Wright knew that KPMG had represented to the AQR team that: 

 the Goodwill Paper had been updated during the audit; and 

 the updated version of the Goodwill Paper appeared “inadvertently, to not 

have been reflected on the file” but was “available, if considered useful”  

(see paragraphs 114 and 122 to 125 above). 

335. Because Mr Wright assisted in and/or encouraged the creation of the AQR Version of 

the Goodwill Paper, he knew that it was created after the end of the Regenersis 2014 

Audit (see paragraphs 131 to 133 above). 

336. Mr Wright intended that the AQR Version of the Goodwill Paper would be presented 

to Ms Neilson and/or Mr Meek and/or the FRC as a contemporaneous document, 

created during the Regenersis 2014 Audit, and intended that Ms Neilson and/or Mr 

Meek and/or the FRC would accept it as such. In particular: 

 Mr Wright knew that KPMG had represented to the AQR team that the 

updated version of the Goodwill Paper was “available, if considered useful” 
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and that the AQR team had requested it (see paragraphs 114 and 122 to 125 

above). 

 Mr Wright knew that the AQR Version of the Goodwill Paper was presented 

to the AQR team as a document that had been created during the Regenersis 

2014 Audit (see paragraphs 137, 138 and 141 above). 

337. Thus Mr Wright knowingly assisted in and/or encouraged the creation of a document 

falsely purporting to be an audit work paper created in the course of the Regenersis 

2014 Audit, namely the AQR Version of the Goodwill Paper, with the intention that 

Ms Neilson and/or Mr Meek and/or the FRC would be misled into accepting it as such. 

338. Mr Wright had reason to want Ms Neilson and/or Mr Meek and/or the FRC to accept 

the AQR Version of the Goodwill Paper as genuine in order to avoid the AQR team 

concluding that the audit report was misleading (see paragraph 37 above). 

Recklessness 

339. Alternatively, by knowingly assisting in and/or encouraging the creation of the AQR 

Version of the Goodwill Paper, Mr Wright acted recklessly, in that he was aware that 

there was a risk that Ms Neilson and/or Mr Meek and/or the FRC would be misled into 

accepting the AQR Version of the Goodwill Paper as an audit work paper created in 

the course of the Regenersis 2014 Audit when it was not, and in all the circumstances 

known to him (as set out above) it was unreasonable for him to take that risk. 

Dishonesty 

340. The Executive Counsel’s case is that Mr Wright’s conduct set out above, whether 

intentional or reckless, was dishonest. 

341. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

KPMG 

342. Each of Mr Bennett and Mr Wright acted at all material times in the course of his 

employment by KPMG and/or as an agent of KPMG acting within the scope of his 

actual or ostensible authority. The acts, omissions, knowledge and states of mind of 
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each of Mr Bennett and Mr Wright are to be attributed to KPMG for the purposes of 

the Scheme. 
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ALLEGATION 2B 

(REGENERSIS) 

FALSE AND/OR MISLEADING REPRESENTATIONS AS TO THE DATE ON WHICH, AND 

CIRCUMSTANCES IN WHICH, THE GOODWILL PAPER WAS CREATED 

 
Mr Bennett, Mr Wright and KPMG committed Misconduct in that: 

2B.1. By the emails and attachments described at paragraphs 114, 122, 125, 134, 137, 138, 
140 and 141 above, each of Mr Bennett and Mr Wright made or connived in making, 
or was knowingly associated with, representations (namely that the AQR Version of 
the Goodwill Paper was a record that had been created during the Regenersis 2014 
Audit) which were, and which he knew to be, false and/or misleading. Each of Mr 
Bennett and Mr Wright intended that Ms Neilson and/or Mr Meek and/or the FRC 
would be misled by those representations. 

2B.2. Alternatively, by the same emails and attachments, each of Mr Bennett and Mr 
Wright made or connived in making, or was knowingly associated with, 
representations (namely that the AQR Version of the Goodwill Paper was a record 
that had been created during the Regenersis 2014 Audit) which were false and/or 
misleading, while being reckless (a) as to the truth of those representations, and (b) 
as to whether Ms Neilson and/or Mr Meek and/or the FRC would be misled by them. 

2B.3. Although it is alleged that the conduct of each of Mr Bennett and Mr Wright set out 
in 2B.1 and 2B.2 above was dishonest, this Allegation of Misconduct does not 
depend on dishonesty being established. 

2B.4. Each of Mr Bennett and Mr Wright acted at all material times in the course of his 
employment by KPMG and/or as an agent of KPMG acting within the scope of his 
actual or ostensible authority. The acts, omissions, knowledge and states of mind of 
each of Mr Bennett and Mr Wright are to be attributed to KPMG. 

2B.5. Mr Bennett, Mr Wright and KPMG thus failed to act in accordance with Fundamental 
Principle (a) (integrity) and section 110 of the Code of Ethics. Their conduct thereby 
fell significantly short of the standards reasonably to be expected of a Member or 
Member Firm (as the case may be) and/or has brought, or is likely to bring, discredit 
to the Members or Member Firm (as the case may be), and/or to the accountancy 
profession. 

Particulars 

343. The relevant communications are as follows: 

 Mr Bennett’s email to the AQR team of 11 March 2015, to which KPMG’s 

responses to the queries tracker was attached (see paragraph 114 above); 

 Mr Smith’s email to Ms Neilson of 26 March 2015, to which KPMG’s final 

response to the issues tracker was attached (see paragraph 122 above); 
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 Mr Bennett’s email to Ms Neilson of 30 March, stating, among other things, 

“Goodwill discount rate benchmarks will follow as soon as we have collated 

from team” (see paragraph 125 above); 

 Mr Bennett’s email sent to Ms Neilson of 31 March 2015, to which the AQR 

Version of the Goodwill Paper was attached (see paragraphs 134, 137 and 

138 above); and 

 Mr Smith’s email to Ms Neilson of 14 April 2015, to which KPMG’s final 

response to the updated issues tracker was attached (see paragraphs 140 

and 141 above).  

344. The emails and attachments set out immediately above separately and together 

contained express or implied representations that the AQR Version of the Goodwill 

Paper was a record that had been created during the Regenersis 2014 Audit (the 

“Goodwill Paper Representations”). 

345. The Goodwill Paper Representations were false and/or misleading in that the AQR 

Version of the Goodwill Paper was not created during the Regenersis 2014 Audit but 

was a fabrication or reconstruction created in March 2015 in response to the 

Regenersis Inspection (in respect of which the particulars given in relation to 

Allegation 2A above are repeated).  

346. The Goodwill Paper Representations were made to Ms Neilson and/or Mr Meek 

and/or the FRC.  

Mr Bennett 

The representations 

347. In the circumstances set out in paragraphs 89 to 141 above, Mr Bennett: 

 made or connived in making; or 

 alternatively, was knowingly associated with 

the Goodwill Paper Representations.  
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Knowledge of falsity and intention to mislead 

348. Mr Bennett knew that the Goodwill Paper Representations were false and/or 

misleading, since he was responsible for creating the AQR Version of the Goodwill 

Paper. The particulars given in relation to Mr Bennett in Allegation 2A above are 

repeated. 

349. By making, or conniving in making, or being knowingly associated with the Goodwill 

Paper Representations, which he knew to be false and/or misleading, Mr Bennett 

intended that Ms Neilson and/or Mr Meek and/or the FRC would be misled. 

Recklessness 

350. Alternatively, by making, or conniving in making, or being knowingly associated with 

the Goodwill Paper Representations, Mr Bennett was reckless as to whether Ms 

Neilson and/or Mr Meek and/or the FRC would be misled, in that he was aware that 

there was a risk that the Goodwill Paper Representations were false and/or 

misleading and would mislead Ms Neilson and/or Mr Meek and/or the FRC, and in all 

the circumstances known to him (as set out above) it was unreasonable for him to 

take that risk. 

Dishonesty 

351. The Executive Counsel’s case is that Mr Bennett’s conduct set out above, whether 

intentional or reckless, was dishonest. 

352. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

Mr Wright 

The representations 

353. In the circumstances set out in paragraphs 89 to 141 above, Mr Wright: 

 made or connived in making; or 

 alternatively, was knowingly associated with 
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the Goodwill Paper Representations.  

Knowledge of falsity and intention to mislead  

354. Mr Wright knew that the Goodwill Paper Representations were false and/or 

misleading. The particulars given in relation to Mr Wright in Allegation 2A above are 

repeated. 

355. By making, or conniving in making, or being knowingly associated with the Goodwill 

Paper Representations, which he knew to be false and/or misleading, Mr Wright 

intended that Ms Neilson and/or Mr Meek and/or the FRC would be misled. 

Recklessness 

356. Alternatively, by making, or conniving in making, or being knowingly associated  with 

the Goodwill Paper Representations, Mr Wright was reckless as to whether Ms 

Neilson and/or Mr Meek and/or the FRC would be misled, in that he was aware that 

there was a risk that the Goodwill Paper Representations were false and/or 

misleading and would mislead Ms Neilson and/or Mr Meek and/or the FRC, and in all 

the circumstances known to him (as set out above) it was unreasonable for him to 

take that risk.  

Dishonesty 

357. The Executive Counsel’s case is that Mr Wright’s conduct set out above, whether 

intentional or reckless, was dishonest. 

358. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

KPMG 

359. Each of Mr Bennett and Mr Wright acted at all material times in the course of his 

employment by KPMG and/or as an agent of KPMG acting within the scope of his 

actual or ostensible authority. The acts, omissions, knowledge and states of mind of 

each of Mr Bennett and Mr Wright are to be attributed to KPMG for the purposes of 

the Scheme.  
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ALLEGATION 2C 

(REGENERSIS) 

FALSE AND/OR MISLEADING REPRESENTATIONS ABOUT THE AUDIT WORK PERFORMED 

ON GOODWILL  

 
Mr Bennett, Mr Wright and KPMG committed Misconduct in that: 

2C.1. By the emails and attachments described at paragraphs 114, 122, 125, 134, 137, 138, 
140 and 141 above, each of Mr Bennett and Mr Wright made or connived in making, 
or was knowingly associated with, representations (namely that the work described 
in the AQR Version of the Goodwill Paper had been performed during the Regenersis 
2014 Audit) which were, and which he knew to be, false and/or misleading. Each of 
Mr Bennett and Mr Wright intended that Ms Neilson and/or Mr Meek and/or the 
FRC would be misled by those representations. 

2C.2. Alternatively, by the same emails and attachments, each of Mr Bennett and Mr 
Wright made or connived in making, or was knowingly associated with, 
representations (namely that the work described in the AQR Version of the Goodwill 
Paper had been performed during the Regenersis 2014 Audit) which were false 
and/or misleading, while being reckless (a) as to the truth of those representations, 
and (b) as to whether Ms Neilson and/or Mr Meek and/or the FRC would be misled 
by them. 

2C.3. Although it is alleged that the conduct of each of Mr Bennett and Mr Wright set out 
in 2C.1 and 2C.2 above was dishonest, this Allegation of Misconduct does not 
depend on dishonesty being established. 

2C.4. Each of Mr Bennett and Mr Wright acted at all material times in the course of his 
employment by KPMG and/or as an agent of KPMG acting within the scope of his 
actual or ostensible authority. The acts, omissions, knowledge and states of mind of 
each of Mr Bennett and Mr Wright are to be attributed to KPMG. 

2C.5. Mr Bennett, Mr Wright and KPMG thus failed to act in accordance with Fundamental 
Principle (a) (integrity) and section 110 of the Code of Ethics. Their conduct thereby 
fell significantly short of the standards reasonably to be expected of a Member or 
Member Firm (as the case may be) and/or has brought, or is likely to bring, discredit 
to the Members or Member Firm (as the case may be), and/or to the accountancy 
profession. 

 
Particulars 

360. The emails and attachments described at paragraphs 114, 122, 125, 134, 137, 138, 

140 and 141 above contained express and/or implied representations that the work 

described in the AQR Version of the Goodwill Paper had been performed during the 

Regenersis 2014 Audit (the “Goodwill Audit Work Representations”). 

361. The Goodwill Audit Work Representations were false and/or misleading, because: 
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 The AQR Version of the Goodwill Paper included audit work which had not 

been performed during the Regenersis 2014 Audit (see paragraphs 89 to 136 

above). 

 In his email to Ms Neilson of 31 March 2015 Mr Bennett represented that 

the work to which he referred had been performed by the audit team during 

the Regenersis 2014 Audit. This was false. The work had only been done that 

very day (see paragraphs 134, 137 and 138 above). 

 The false and/or misleading representations about the work performed 

during the Regenersis 2014 Audit were repeated in Mr Smith’s email to Ms 

Neilson of 14 April 2015, to which KPMG’s final response to the updated 

issues tracker was attached (see paragraphs 140 and 141 above).  

362. The Goodwill Audit Work Representations were made to Ms Neilson and/or Mr Meek 

and/or the FRC. 

Mr Bennett 

The representations 

363. In all the circumstances set out in paragraphs 89 to 141 above, Mr Bennett: 

  made or connived in making; or 

 alternatively, was knowingly associated with 

the Goodwill Audit Work Representations. 

Knowledge of falsity and intention to mislead 

364. Mr Bennett: 

 knew that the audit file stated that the benchmarking exercise had not been 

performed in 2014 but that that appeared to be inconsistent with what 

KPMG reported either to the Audit Committee or in its independent 

auditor’s report (see paragraphs 100 to 106 above); 

 knew that the AQR team had identified this apparent discrepancy and had 

raised the issue with KPMG (see paragraphs 61, 115, and 122 to 125 above); 
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 knew that there was no evidence on the audit file to suggest that this audit 

work had been performed during the Regenersis 2014 Audit;  

 was himself responsible for that work being done by researching and 

marshalling benchmarks (and/or causing that to be done by [KPMG 

employee], who had no connection with the audit or the audit team) and 

creating (or causing to be created) the AQR Version of the Goodwill Paper 

(in respect of which the particulars given in relation to Mr Bennett in 

Allegation 2A above are repeated), while falsely telling Ms Neilson that he 

was merely “collating” existing work “from team” (see paragraphs 125 to 

133 above). 

365. Mr Bennett therefore knew that the AQR Version of the Goodwill Paper recorded 

audit work which had not been performed during the Regenersis 2014 Audit and thus 

knew that the Goodwill Audit Work Representations were false and/or misleading. 

366. By making, or conniving in making, or being knowingly associated with the Goodwill 

Audit Work Representations, which he knew to be false and/or misleading, Mr 

Bennett intended that Ms Neilson and/or Mr Meek and/or the FRC would be misled. 

Recklessness 

367. Alternatively, by making, or conniving in making, or being knowingly associated with, 

the Goodwill Audit Work Representations, Mr Bennett was reckless as to whether Ms 

Neilson and/or Mr Meek and/or the FRC, would be misled, in that he was aware that 

there was a risk that the Goodwill Audit Work Representations were false and/or 

misleading and would mislead Ms Neilson and/or Mr Meek and/or the FRC, and in all 

the circumstances known to him (as set out above) it was unreasonable for him to 

take that risk. 

Dishonesty 

368. The Executive Counsel’s case is that Mr Bennett’s conduct set out above, whether 

intentional or reckless, was dishonest. 

369. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 
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Mr Wright 

The representations 

370. In all the circumstances set out in paragraphs 89 to 141 above, Mr Wright: 

 made or connived in making; or 

 alternatively, was knowingly associated with  

the Goodwill Audit Work Representations.  

Knowledge of falsity and intention to mislead 

371. Mr Wright: 

 knew that the audit file stated that the benchmarking exercise had not been 

performed in 2014 but that that appeared to be inconsistent with what 

KPMG reported either to the Audit Committee or in its independent 

auditor’s report (see paragraphs 100 to 106 above); 

 knew that the AQR team had identified this apparent discrepancy and had 

raised the issue with KPMG (see paragraphs 61, 115, and 122 to 125 above); 

 knew that there was no evidence on the audit file to suggest that this audit 

work had been performed during the Regenersis 2014 Audit, and 

manufactured an explanation for that (i.e., that the benchmarking exercise 

had been performed in 2014 but had not been reflected on the audit file) 

which he did not believe to be true, as evidenced by his marginal comment 

“Best I can come up with” (see paragraphs 107 to 111 above); and 

 was himself involved in creating the AQR Version of the Goodwill Paper (see 

paragraphs 131 to 133 above). 

372. Mr Wright therefore knew that the AQR Version of the Goodwill Paper recorded audit 

work which had not been performed during the Regenersis 2014 Audit and thus knew 

that the Goodwill Audit Work Representations were false and/or misleading. 

373. By making, or conniving in making, or being knowingly associated with the Goodwill 

Audit Work Representations, which he knew to be false and/or misleading, Mr Wright 

intended that Ms Neilson and/or Mr Meek and/or the FRC would be misled. 
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Recklessness 

374. Alternatively, by making, or conniving in making, or being knowingly associated with, 

the Goodwill Audit Work Representations, Mr Wright was reckless as to whether Ms 

Neilson and/or Mr Meek and/or the FRC would be misled, in that he was aware that 

there was a risk that the Goodwill Audit Work Representations were false and/or 

misleading and would mislead Ms Neilson and/or Mr Meek and/or the FRC, and in all 

the circumstances known to him (as set out above) it was unreasonable for him to 

take that risk. 

Dishonesty 

375. The Executive Counsel’s case is that Mr Wright’s conduct set out above, whether 

intentional or reckless, was dishonest. 

376. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

KPMG 

377. Each of Mr Bennett and Mr Wright acted at all material times in the course of his 

employment by KPMG and/or as an agent of KPMG acting within the scope of his 

actual or ostensible authority. The acts, omissions, knowledge and states of mind of 

each of Mr Bennett and Mr Wright are to be attributed to KPMG for the purposes of 

the Scheme. 
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ALLEGATION 3A 

(CARILLION) 

CREATING FALSE AND/OR MISLEADING DOCUMENTS: 

THE MINUTES 

 
Mr Meehan, Mr Wright, Mr Kitchen, Mr Bennett, Mr Paw and KPMG committed Misconduct 
in that: 

3A.1. Mr Wright and Mr Paw knowingly created, or knowingly assisted in and/or 
encouraged the creation of, false and/or misleading documents, namely documents 
falsely purporting to be meeting minutes created in the course of the Carillion 2016 
Audit, with the intention that Ms Kavanagh and/or Mr Wilson and/or the FRC would 
be misled into accepting them as such. 

Each of Mr Meehan, Mr Kitchen, and Mr Bennett knowingly assisted in and/or 
encouraged the creation of false and/or misleading documents, namely documents 
falsely purporting to be meeting minutes created in the course of the Carillion 2016 
Audit, with the intention that Ms Kavanagh and/or Mr Wilson and/or the FRC would 
be misled into accepting them as such. 

3A.2. Alternatively: 

Each of Mr Wright and Mr Paw knowingly created, or knowingly assisted in and/or 
encouraged the creation of, documents which falsely purported to be meeting 
minutes created in the course of the Carillion 2016 Audit, while being reckless as to 
whether Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled into 
accepting them as such. 

Each of Mr Meehan, Mr Kitchen and Mr Bennett knowingly assisted in and/or 
encouraged the creation of documents which falsely purported to be meeting 
minutes created in the course of the Carillion 2016 Audit, while being reckless as to 
whether Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled into 
accepting them as such. 

3A.3. Although it is alleged that the conduct of each of Mr Meehan, Mr Wright, Mr 
Kitchen, Mr Bennett and Mr Paw set out in 3A.1 and 3A.2 above was dishonest, this 
Allegation of Misconduct does not depend on dishonesty being established. 

3A.4. Each of Mr Meehan, Mr Wright, Mr Kitchen, Mr Bennett and Mr Paw acted at all 
material times in the course of his employment by KPMG and/or as an agent of 
KPMG acting within the scope of his actual or ostensible authority. The acts, 
omissions, knowledge and states of mind of each of Mr Meehan, Mr Wright, Mr 
Kitchen, Mr Bennett and Mr Paw are to be attributed to KPMG. 

3A.5. Mr Meehan, Mr Wright, Mr Kitchen, Mr Bennett, Mr Paw and KPMG thus failed to 
act in accordance with Fundamental Principle (a) (integrity) and section 110 of the 
Code of Ethics. Their conduct thereby fell significantly short of the standards 
reasonably to be expected of a Member or Member Firm (as the case may be) 
and/or has brought, or is likely to bring, discredit to the Members or Member Firm 
(as the case may be), and/or to the accountancy profession. 
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Particulars 

378. The Final Versions of the Minutes were false and/or misleading in that, as set out at 

paragraph 238 above, they purported to be meeting minutes that had been created 

during the Carillion 2016 Audit when they were not. They were created after the end 

of the Carillion 2016 Audit, in October 2017.  

379. For the avoidance of doubt, the Executive Counsel does not by this Allegation 3A make 

any allegation as to the truth or falsity of the content of the Final Versions of the 

Minutes (except in so far as that content indicates that the Minutes were created 

during the Carillion 2016 Audit): that topic is dealt with in Allegation 3C.  

Creating the documents: Mr Wright and Mr Paw 

Mr Wright  

Creating the Minutes 

380. Mr Wright created, and/or knowingly assisted in and/or encouraged the creation of, 

the Final Versions of the Minutes (and previous versions of the Minutes) in the 

following manner:  

 Mr Wright received Mr Meehan’s Notes and/or Mr Kitchen’s Notes and/or 

had discussions with Mr Meehan and/or Mr Kitchen (see paragraph 177 

above).  

 Mr Wright received Canada Version 2, AFC Version 2, and Oman & MENA 

Version 1 from Mr Bennett (see paragraph 202 above). 

 Mr Wright asked Mr Paw to manipulate the Minutes so as to make them 

appear as though they had been created during the Carillion 2016 Audit (see 

paragraphs 203 to 206 above). 

 Mr Wright created Canada Version 3, AFC Version 3, Oman Version 2, and 

MENA Version 2 (see paragraphs 210 to 215 above). 

 Mr Wright played a part in creating Canada Version 4, AFC Version 4, Oman 

Version 3, and MENA Version 3 (see paragraphs 219 to 234 above). 
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 Mr Wright and Mr Meehan discussed the Minutes together during the late 

afternoon of 12 October 2017, shortly before Mr Kitchen sent them to Ms 

Kavanagh and Mr Wilson (see paragraph 235 above). 

 The Final Versions of the Minutes were identical to Canada Version 4, AFC 

Version 4, Oman Version 3, and MENA Version 3 (see paragraph 237 above). 

Knowledge of falsity and intention to mislead 

381. Mr Wright knew that there were no minutes of these meetings on the Carillion 2016 

Audit file (see paragraphs 165 and 169 above). 

382. Mr Wright was involved in (and therefore knew about) the process by which the Final 

Versions of the Minutes were created, and therefore knew that they were created 

after the end of the Carillion 2016 Audit (see paragraph 380 above). 

383. Mr Wright intended the Final Versions of the Minutes to be presented to Ms Kavanagh 

and Mr Wilson as meeting minutes which had been created during the Carillion 2016 

Audit but had been omitted from the Carillion 2016 Audit file, and intended that Ms 

Kavanagh and/or Mr Wilson and/or the FRC would accept them as such. In particular: 

 Mr Wright promised Ms Kavanagh and Mr Wilson on 10 October 2017 that 

he (Mr Wright) would ask the team to “dig out” the minutes that were 

“missing from the file in error” (see paragraph 169 above). 

 Mr Wright discussed the Carillion Inspection (and in particular the fact that 

there were documents missing from the Carillion 2016 Audit file) with the 

rest of the team at 14:30 on 11 October 2017 (see paragraph 174 above). 

 Mr Wright knew that on 11 October 2017 Mr Kitchen had promised Ms 

Kavanagh and Mr Wilson that he (Mr Kitchen) would provide them with “the 

clearance meeting minutes that in error are missing from our file” (see 

paragraph 179 above). 

 Mr Wright knew by around midday on 12 October 2017 that Mr Kitchen was 

proposing to present the Minutes to Ms Kavanagh and Mr Wilson as “the 

clearance meeting minutes that in error are missing from our file” (see 

paragraph 192 above). 
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 Mr Wright then discussed the Carillion Inspection (and in particular the 

wording of Mr Kitchen’s draft email, which indicated that Mr Kitchen 

planned to present the Minutes to Ms Kavanagh and Mr Wilson as “the 

clearance meeting minutes that in error are missing from our file”) with the 

rest of the team at 13:00 on 12 October 2017 (see paragraphs 190 to 193). 

 Mr Wright amended the wording Mr Kitchen planned to use when 

presenting the Minutes to Ms Kavanagh and Mr Wilson (see paragraphs 207 

and 218 above). The amendments show that Mr Wright had considered the 

draft email and was aware of its contents. 

 Mr Wright intentionally copied the contents of the Minutes into 

contemporaneous audit documents (and/or caused Mr Paw to do so) with 

the aim of making them appear (including by reference to their metadata) 

to have been created during the Carillion 2016 Audit (see paragraphs 203 to 

206 and 219 to 234 above). 

 Mr Wright and Mr Meehan discussed the Minutes together during the late 

afternoon of 12 October 2017, shortly before Mr Kitchen sent them to Ms 

Kavanagh and Mr Wilson (see paragraph 235 above). 

 Mr Wright knew that on 12 October 2017 Mr Kitchen presented the Final 

Versions of the Minutes to Ms Kavanagh and Mr Wilson as “clearance 

meeting minutes that Alistair noted are missing from our file” (emphasis 

added) (see paragraph 236 above). 

384. Thus Mr Wright knowingly created, or knowingly assisted in and/or encouraged the 

creation of, documents falsely purporting to be meeting minutes created in the course 

of the Carillion 2016 Audit, namely the Final Versions of the Minutes, with the 

intention that Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled into 

accepting them as such. 

385. Mr Wright had reason to want Ms Kavanagh and/or Mr Wilson and/or the FRC to 

accept the Final Versions of the Minutes as genuine (see paragraphs 45 and 142 to 

145 above). 
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Recklessness 

386. Alternatively, by knowingly creating, or knowingly assisting in and/or encouraging the 

creation of, the Final Versions of the Minutes, Mr Wright acted recklessly, in that he 

was aware that there was a risk that Ms Kavanagh and/or Mr Wilson and/or the FRC 

would be misled into accepting the Final Versions of the Minutes as meeting minutes 

created in the course of the Carillion 2016 Audit when they were not, and in all the 

circumstances known to him (as set out above) it was unreasonable for him to take 

that risk. 

Dishonesty 

387. The Executive Counsel’s case is that Mr Wright’s conduct set out above, whether 

intentional or reckless, was dishonest. 

388. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

Mr Paw 

Creating the Minutes 

389. Mr Paw created, and/or knowingly assisted in and/or encouraged the creation of, the 

Final Versions of the Minutes (and previous versions of the Minutes) in the following 

manner:  

 Mr Paw received Canada Version 0 and AFC Version 0 from Mr Kitchen (see 

paragraph 176 above). 

 Mr Paw received Mr Meehan’s Notes and Mr Kitchen’s Notes and/or had 

discussions with Mr Meehan and/or Mr Kitchen (see paragraph 177 above).  

 Mr Paw created Canada Version 1 and AFC Version 1 (see paragraphs 183 to 

185 above). 

 Mr Paw created Canada Version 2, AFC Version 2, and Oman & MENA 

Version 1 (see paragraphs 195 to 201 above). 
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 Mr Paw received wording from Mr Bennett (see paragraph 186 above) which 

he then incorporated into Canada Version 2 (see paragraphs 195 to 197 

above). 

 Mr Paw sent Canada Version 2, AFC Version 2, and Oman & MENA Version 

1 to Mr Bennett (see paragraph 194 above). 

 Mr Paw agreed to manipulate the Minutes so as to make them appear 

(including by reference to their metadata) as though they had been created 

during the Carillion 2016 Audit (see paragraphs 203 to 206 above). 

 Mr Paw himself created (or alternatively assisted Mr Wright to create) 

Canada Version 4, AFC Version 4, Oman Version 3, and MENA Version 3 so 

as to give the false appearance of contemporaneous metadata (see 

paragraphs 219 to 234 above). 

 The Final Versions of the Minutes were identical to Canada Version 4, AFC 

Version 4, Oman Version 3, and MENA Version 3 (see paragraph 237 above). 

Knowledge of falsity and intention to mislead 

390. Mr Paw knew that there were no minutes of these meetings on the Carillion 2016 

Audit file (see paragraphs 165, 168 and 169 above). 

391. Mr Paw was involved in (and therefore knew about) the process by which the Final 

Versions of the Minutes were created, and therefore knew that they were created 

after the end of the Carillion 2016 Audit (see paragraph 389 above). 

392. Mr Paw intended the Final Versions of the Minutes to be presented to Ms Kavanagh 

and Mr Wilson as meeting minutes which had been created during the Carillion 2016 

Audit but had been omitted from the Carillion 2016 Audit file, and intended that Ms 

Kavanagh and/or Mr Wilson and/or the FRC would accept them as such. In particular: 

 Mr Paw discussed the Carillion Inspection (and in particular the fact that 

there were documents missing from the Carillion 2016 Audit file) with the 

rest of the team at 14:30 on 11 October 2017 (see paragraph 174 above). 

 Mr Paw knew by around midday on 12 October 2017 that Mr Kitchen was 

proposing to present the Minutes to Ms Kavanagh and Mr Wilson as “the 
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clearance meeting minutes that in error are missing from our file” (see 

paragraph 192 above). 

 Mr Paw discussed the Carillion Inspection (and in particular the wording of 

Mr Kitchen’s draft email, which indicated that Mr Kitchen planned to 

present the Minutes to Ms Kavanagh and Mr Wilson as “the clearance 

meeting minutes that in error are missing from our file”) with the rest of the 

team at 13:00 on 12 October 2017 (see paragraphs 190 to 193 above). 

 Mr Paw intentionally manipulated the Minutes so as to make them appear 

(including by their metadata) to have been created during the Carillion 2016 

Audit (see paragraphs 203 to 206 and 219 to 234 above). 

 Mr Paw knew that on 12 October 2017 Mr Kitchen presented the Final 

Versions of the Minutes to Ms Kavanagh and Mr Wilson as “clearance 

meeting minutes that Alistair noted are missing from our file” (see paragraph 

236 above). 

393. Thus Mr Paw knowingly created, or knowingly assisted in and/or encouraged the 

creation of, documents falsely purporting to be meeting minutes created in the course 

of the Carillion 2016 Audit, namely the Final Versions of the Minutes, with the 

intention that Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled into 

accepting them as such. 

394. Mr Paw had reason to want Ms Kavanagh and/or Mr Wilson and/or the FRC to accept 

the Final Versions of the Minutes as genuine (see paragraphs 45 and 142 to 145 

above). 

Recklessness 

395. Alternatively, by knowingly creating, or knowingly assisting in and/or encouraging the 

creation of, the Final Versions of the Minutes, Mr Paw acted recklessly, in that he was 

aware that there was a risk that Ms Kavanagh and/or Mr Wilson and/or the FRC would 

be misled into accepting the Final Versions of the Minutes as meeting minutes created 

in the course of the Carillion 2016 Audit when they were not, and in all the 

circumstances known to him (as set out above) it was unreasonable for him to take 

that risk. 
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Dishonesty 

396. The Executive Counsel’s case is that Mr Paw’s conduct set out above, whether 

intentional or reckless, was dishonest. 

397. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

Assisting and encouraging: Mr Meehan, Mr Kitchen and Mr Bennett 

Mr Meehan 

Assisting and/or encouraging the creation of the Minutes 

398. Mr Meehan knowingly assisted in and/or encouraged the creation of the Final 

Versions of the Minutes by: 

 providing his Notes to Mr Wright and discussing those Notes with Mr Wright 

and/or Mr Paw (see paragraph 177 above); 

 participating in the meeting at 13:00 on 12 October 2017 and discussing the 

wording of Mr Kitchen’s draft email (see paragraphs 190 to 193 above); and 

 discussing the Minutes with Mr Wright shortly before Mr Kitchen sent them 

to Ms Kavanagh and Mr Wilson (see paragraph 235 above). 

Knowledge of falsity and intention to mislead 

399. Mr Meehan knew that the Minutes were not on the Carillion 2016 Audit file (see 

paragraphs 165 and 169 above). 

400. Mr Meehan knew about the process by which the Final Versions of the Minutes were 

created, and therefore knew that they were created after the end of the Carillion 2016 

Audit. In particular: 

 Mr Meehan discussed the Carillion Inspection (and in particular the fact that 

there were no minutes of the Clearance Meetings on the Carillion 2016 Audit 

file) with the rest of the team at 14:30 on 11 October 2017 (see paragraph 

174 above). 
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 Mr Meehan provided his Notes to Mr Wright and had discussions with Mr 

Wright and/or Mr Paw (see paragraph 177 above). 

 Mr Meehan discussed the Carillion Inspection (and in particular the wording 

of Mr Kitchen’s draft email, which indicated that Mr Kitchen planned to 

present the Minutes to Ms Kavanagh and Mr Wilson as “the clearance 

meeting minutes that in error are missing from our file”) with the rest of the 

team at 13:00 on 12 October 2017 (see paragraphs 190 to 193 above). 

 Mr Meehan and Mr Wright discussed the Minutes shortly before Mr Kitchen 

sent them to Ms Kavanagh and Mr Wilson (see paragraph 235 above). 

401. Mr Meehan intended the Final Versions of the Minutes to be presented to Ms 

Kavanagh and Mr Wilson as contemporaneous meeting minutes which had been 

created during the Carillion 2016 Audit but had been omitted from the Carillion 2016 

Audit file, and intended that Ms Kavanagh and/or Mr Wilson and/or the FRC would 

accept them as such. In particular: 

 Mr Meehan knew that on 10 October 2017 Mr Wright had promised Ms 

Kavanagh and Mr Wilson that he (Mr Wright) would ask the team to “dig 

out” the minutes that were “missing from the file in error” (see paragraph 

169 above). 

 Mr Meehan discussed the Carillion Inspection (and in particular the fact that 

there were documents missing from the Carillion 2016 Audit file) with the 

rest of the team at 14:30 on 11 October 2017 (see paragraph 174 above). 

 Mr Meehan knew by around midday on 12 October 2017 that Mr Kitchen 

planned to present the Minutes to Ms Kavanagh and Mr Wilson as “the 

clearance meeting minutes that in error are missing from our file” (see 

paragraph 192 above). 

 Mr Meehan then discussed the Carillion Inspection (and in particular the 

wording of Mr Kitchen’s draft email, which indicated that Mr Kitchen 

planned to present the Minutes to Ms Kavanagh and Mr Wilson as “the 

clearance meeting minutes that in error are missing from our file”) with the 

rest of the team at 13:00 on 12 October 2017 (see paragraphs 190 to 193 

above). 
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 Mr Meehan knew that on 12 October 2017 Mr Kitchen presented the Final 

Versions of the Minutes to Ms Kavanagh and Mr Wilson as “clearance 

meeting minutes that Alistair noted are missing from our file” (see paragraph 

236 above). 

402. Thus Mr Meehan knowingly assisted in and/or encouraged the creation of documents 

falsely purporting to be meeting minutes created in the course of the Carillion 2016 

Audit, namely the Final Versions of the Minutes, with the intention that Ms Kavanagh 

and/or Mr Wilson and/or the FRC would be misled into accepting them as such. 

403. Mr Meehan had reason to want Ms Kavanagh and/or Mr Wilson and/or the FRC to 

accept the Final Versions of the Minutes as genuine (see paragraphs 45 and 142 to 

145 above). 

Recklessness 

404. Alternatively, by knowingly assisting in and/or encouraging the creation of the Final 

Versions of the Minutes, Mr Meehan acted recklessly, in that he was aware that there 

was a risk that Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled into 

accepting the Final Versions of the Minutes as meeting minutes created in the course 

of the Carillion 2016 Audit when they were not, and in all the circumstances known to 

him (as set out above) it was unreasonable for him to take that risk. 

Dishonesty 

405. The Executive Counsel’s case is that Mr Meehan’s conduct set out above, whether 

intentional or reckless, was dishonest. 

406. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

Mr Kitchen 

Assisting and/or encouraging the creation of the Minutes 

407. Mr Kitchen knowingly assisted in and/or encouraged the creation of the Final Versions 

of the Minutes by: 
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 forwarding Canada Version 0 and AFC Version 0 to Mr Paw (see paragraph 

176 above) so that he could use them to create the Minutes; 

 providing his Notes to Mr Paw and discussing those Notes with Mr Wright 

and/or Mr Paw (see paragraph 177 above) in circumstances where he 

appreciated that his Notes “were going to be combined with Peter 

Meehan’s” (Additional Information provided by Mr Kitchen on 21 February 

2019); 

 receiving from Mr Paw Canada Version 1 and AFC Version 1 (see paragraph 

183 above); and Canada Version 4, AFC Version 4, Oman Version 3, and 

MENA Version 3 (see paragraphs 219 to 234 above); and 

 participating in the meeting at 13:00 on 12 October 2017 and discussing the 

wording of Mr Kitchen’s draft email (see paragraphs 190 to 193 above). 

Knowledge of falsity and intention to mislead 

408. Mr Kitchen knew that there were no minutes of these meetings on the Carillion 2016 

Audit file (see paragraphs 165 and 169 above). 

409. Mr Kitchen knew about the process by which the Final Versions of the Minutes were 

created, and therefore knew that they were created after the end of the Carillion 2016 

Audit. In particular: 

 Mr Kitchen discussed the Carillion Inspection (and in particular the fact that 

there were documents missing from the Carillion 2016 Audit file) with the 

rest of the team at 14:30 on 11 October 2017 (see paragraph 174 above). 

 Mr Kitchen forwarded Canada Version 0 and AFC Version 0 to Mr Paw (see 

paragraph 176 above).  

 Mr Kitchen had discussions with Mr Wright and/or Mr Paw (see paragraph 

177 above).  

 Mr Kitchen received from Mr Paw Canada Version 1 and AFC Version 1 (see 

paragraph 183 above). 
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 Mr Kitchen discussed the Carillion Inspection (and in particular the wording 

of his draft email) with the rest of the team at 13:00 on 12 October 2017 

(see paragraphs 190 to 193 above). 

 Mr Kitchen received Canada Version 2, AFC Version 2, and Oman & MENA 

Version 1 from Mr Bennett (see paragraph 202 above). 

 Mr Kitchen was aware of Mr Wright’s explanation for the delay in finalising 

the response to AQR (“Going to be a while as I need to sort these clearance 

meeting minutes first”: see paragraph 209 above), which directly told him 

that Mr Wright was then engaged in the exercise of drafting/redrafting the 

Minutes. 

410. Mr Kitchen intended the Final Versions of the Minutes to be presented to Ms 

Kavanagh and Mr Wilson as contemporaneous meeting minutes which had been 

created during the Carillion 2016 Audit but had been omitted from the Carillion 2016 

Audit file, and intended that Ms Kavanagh and/or Mr Wilson and/or the FRC would 

accept them as such. In particular: 

 Mr Kitchen knew that on 10 October 2017 Mr Wright had promised Ms 

Kavanagh and Mr Wilson that he (Mr Wright) would ask the team to “dig 

out” the minutes that were “missing from the file in error” (see paragraph 

169 above). 

 Mr Kitchen discussed the Carillion Inspection (and in particular the fact that 

there were documents missing from the Carillion 2016 Audit file) with the 

rest of the team at 14:30 on 11 October 2017 (see paragraph 174 above). 

 Mr Kitchen promised Ms Kavanagh and Mr Wilson on 11 October 2017 that 

he (Mr Kitchen) would provide them with “the clearance meeting minutes 

that in error are missing from our file” (see paragraph 179 above). 

 Mr Kitchen discussed the Carillion Inspection (and in particular the wording 

of his draft email, which indicated that he planned to present the Minutes 

to Ms Kavanagh and Mr Wilson as “the clearance meeting minutes that in 

error are missing from our file”) with the rest of the team at 13:00 on 12 

October 2017 (see paragraphs 190 to 193 above). 
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 Mr Kitchen presented the Final Versions of the Minutes to Ms Kavanagh and 

Mr Wilson on 12 October 2017 as “clearance meeting minutes that Alistair 

noted are missing from our file” (see paragraph 236 above). 

411. Thus Mr Kitchen knowingly assisted in and/or encouraged the creation of documents 

falsely purporting to be meeting minutes created in the course of the Carillion 2016 

Audit, namely the Final Versions of the Minutes, with the intention that Ms Kavanagh 

and/or Mr Wilson and/or the FRC would be misled into accepting them as such. 

412. Mr Kitchen had reason to want Ms Kavanagh and/or Mr Wilson and/or the FRC to 

accept the Final Versions of the Minutes as genuine (see paragraphs 45 and 142 to 

145 above). 

Recklessness 

413. Alternatively, by knowingly assisting in and/or encouraging the creation of the Final 

Versions of the Minutes, Mr Kitchen acted recklessly, in that he was aware that there 

was a risk that Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled into 

accepting the Final Versions of the Minutes as meeting minutes created in the course 

of the Carillion 2016 Audit when they were not, and in all the circumstances known to 

him (as set out above) it was unreasonable for him to take that risk. 

Dishonesty 

414. The Executive Counsel’s case is that Mr Kitchen’s conduct set out above, whether 

intentional or reckless, was dishonest. 

415. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

Mr Bennett 

Assisting and/or encouraging the creation of the Minutes 

416. Mr Bennett knowingly assisted in and/or encouraged the creation of the Final 

Versions of the Minutes by:  
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 providing Mr Paw with the email about revenue recognition (see paragraph 

186 above); 

 participating in the meeting at 13:00 on 12 October 2017 and discussing the 

wording of Mr Kitchen’s draft email (see paragraphs 190 to 193 above); and 

 forwarding the draft Minutes to Mr Wright and Mr Kitchen (see paragraph 

202 above). 

Knowledge of falsity and intention to mislead 

417. Mr Bennett knew that there were no minutes of these meetings on the Carillion 2016 

Audit file (see paragraphs 165 and 169 above). 

418. Mr Bennett knew about the process by which the Final Versions of the Minutes were 

created, and therefore knew that they were created after the end of the Carillion 2016 

Audit. In particular: 

 Mr Bennett discussed the Carillion Inspection (and in particular the fact that 

there were documents missing from the Carillion 2016 Audit file) with the 

rest of the team at 14:30 on 11 October 2017 (see paragraph 174 above). 

 Mr Bennett provided Mr Paw with the wording about revenue recognition 

(see paragraph 186 above), and saw Canada Version 2, which was the 

document into which that wording had been incorporated (see paragraphs 

195 to 197 above). 

 Mr Bennett discussed the Carillion Inspection (and in particular the wording 

of Mr Kitchen’s draft email, which indicated that Mr Kitchen planned to 

present the Minutes to Ms Kavanagh and Mr Wilson as “the clearance 

meeting minutes that in error are missing from our file”) with the rest of the 

team at 13:00 on 12 October 2017 (see paragraphs 190 to 193 above). 

 Mr Bennett received from Mr Paw and then provided to Mr Wright and Mr 

Kitchen Canada Version 2, AFC Version 2, and Oman & MENA Version 1 (see 

paragraphs 194 and 202 above). 

419. Mr Bennett intended the Final Versions of the Minutes to be presented to Ms 

Kavanagh and Mr Wilson as contemporaneous meeting minutes which had been 

created during the Carillion 2016 Audit but had been omitted from the Carillion 2016 
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Audit file, and intended that Ms Kavanagh and/or Mr Wilson and/or the FRC would 

accept them as such. In particular: 

 Mr Bennett knew that on 10 October 2017 Mr Wright had promised Ms 

Kavanagh and Mr Wilson that he (Mr Wright) would ask the team to “dig 

out” the minutes that were “missing from the file in error” (see paragraph 

169 above). 

 Mr Bennett discussed the Carillion Inspection (and in particular the fact that 

there were documents missing from the Carillion 2016 Audit file) with the 

rest of the team at 14:30 on 11 October 2017 (see paragraph 174 above). 

 Mr Bennett knew that on 11 October 2017 Mr Kitchen had promised Ms 

Kavanagh and Mr Wilson that he (Mr Kitchen) would provide them with “the 

clearance meeting minutes that in error are missing from our file” (see 

paragraph 179 above). 

 Mr Bennett knew by around midday on 12 October 2017 that Mr Kitchen 

planned to present the Minutes to Ms Kavanagh and Mr Wilson as “the 

clearance meeting minutes that in error are missing from our file” (see 

paragraph 192 above). 

 Mr Bennett then discussed the Carillion Inspection (and in particular the 

wording of Mr Kitchen’s draft email, which indicated that Mr Kitchen 

planned to present the Minutes to Ms Kavanagh and Mr Wilson as “the 

clearance meeting minutes that in error are missing from our file”) with the 

rest of the team at 13:00 on 12 October 2017 (see paragraphs 190 to 193 

above). 

 Mr Bennett amended the wording that Mr Kitchen planned to use when 

presenting the Minutes to Ms Kavanagh and Mr Wilson, by deleting the 

words “in error” from the reference to “the clearance meeting minutes that 

in error are missing from our file” (see paragraph 217 above). 

 Mr Bennett knew that on 12 October 2017 Mr Kitchen presented the Final 

Versions of the Minutes to Ms Kavanagh and Mr Wilson as “clearance 

meeting minutes that Alistair noted are missing from our file” (see paragraph 

236 above). 
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420. Thus Mr Bennett knowingly assisted in and/or encouraged the creation of documents 

falsely purporting to be meeting minutes created in the course of the Carillion 2016 

Audit, namely the Final Versions of the Minutes, with the intention that Ms Kavanagh 

and/or Mr Wilson and/or the FRC would be misled into accepting them as such. 

421. Mr Bennett had reason to want Ms Kavanagh and/or Mr Wilson and/or the FRC to 

accept the Final Versions of the Minutes as genuine (see paragraphs 45 and 142 to 

145 above). 

Recklessness 

422. Alternatively, by knowingly assisting in and/or encouraging the creation of the Final 

Versions of the Minutes, Mr Bennett acted recklessly, in that he was aware that there 

was a risk that Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled into 

accepting the Final Versions of the Minutes as meeting minutes created in the course 

of the Carillion 2016 Audit when they were not, and in all the circumstances known to 

him (as set out above) it was unreasonable for him to take that risk. 

Dishonesty 

423. The Executive Counsel’s case is that Mr Bennett’s conduct set out above, whether 

intentional or reckless, was dishonest. 

424. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

KPMG 

425. Each of Mr Meehan, Mr Wright, Mr Kitchen, Mr Bennett and Mr Paw acted at all 

material times in the course of his employment by KPMG and/or as an agent of KPMG 

acting within the scope of his actual or ostensible authority. The acts, omissions, 

knowledge and states of mind of each of Mr Meehan, Mr Wright, Mr Kitchen, Mr 

Bennett and Mr Paw are to be attributed to KPMG for the purposes of the Scheme.  
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ALLEGATION 3B  

(CARILLION) 

FALSE AND/OR MISLEADING REPRESENTATIONS AS TO THE DATE ON WHICH, AND 

CIRCUMSTANCES IN WHICH, THE MINUTES WERE CREATED 

 
Mr Meehan, Mr Wright, Mr Kitchen, Mr Bennett, Mr Paw and KPMG committed Misconduct 
in that: 

3B.1. By the emails and attachments described at paragraphs 179, 236 and 237.1 to 237.4 
above, each of Mr Meehan, Mr Wright, Mr Kitchen, Mr Bennett and Mr Paw made 
or connived in making, or was knowingly associated with, representations (namely 
that the Final Versions of the Minutes were meeting minutes which had been 
created during the Carillion 2016 Audit) which were, and which he knew to be, false 
and/or misleading. Each of Mr Meehan, Mr Wright, Mr Kitchen, Mr Bennett and Mr 
Paw intended that Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled 
by those representations. 

3B.2. Alternatively, by the same emails and attachments, each of Mr Meehan, Mr Wright, 
Mr Kitchen, Mr Bennett and Mr Paw made or connived in making, or was knowingly 
associated with, representations (namely that the Final Versions of the Minutes 
were meeting minutes which had been created during the Carillion 2016 Audit) 
which were false and/or misleading, while being reckless (a) as to the truth of those 
representations, and (b) as to whether Ms Kavanagh and/or Mr Wilson and/or the 
FRC would be misled by them. 

3B.3. Although it is alleged that the conduct of each of Mr Meehan, Mr Wright, Mr 
Kitchen, Mr Bennett and Mr Paw set out in 3B.1 and 3B.2 above was dishonest, this 
Allegation of Misconduct does not depend on dishonesty being established. 

3B.4. Each of Mr Meehan, Mr Wright, Mr Kitchen, Mr Bennett and Mr Paw acted at all 
material times in the course of his employment by KPMG and/or as an agent of 
KPMG acting within the scope of his actual or ostensible authority. The acts, 
omissions, knowledge and states of mind of each of Mr Meehan, Mr Wright, Mr 
Kitchen, Mr Bennett and Mr Paw are to be attributed to KPMG. 

3B.5. Mr Meehan, Mr Wright, Mr Kitchen, Mr Bennett and Mr Paw thus failed to act in 
accordance with Fundamental Principle (a) (integrity) and section 110 of the Code 
of Ethics. Their conduct thereby fell significantly short of the standards reasonably 
to be expected of a Member or Member Firm (as the case may be) and/or has 
brought, or is likely to bring, discredit to the Members or Member Firm (as the case 
may be), and/or to the accountancy profession. 

 
Particulars 

426. The emails described at paragraphs 179 and 236 above, separately and together, 

contained express or implied representations that the Final Versions of the Minutes 

were meeting minutes which had been created during the Carillion 2016 Audit (the 

“Minutes Representations”). 
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427. Further, in light of the matters set out at paragraph 238 above, the Final Versions of 

the Minutes, separately and together, also contained the Minutes Representations.  

428. The Minutes Representations were false and/or misleading in that the Final Versions 

of the Minutes were not meeting minutes created during the Carillion 2016 Audit, but 

were fabrications or reconstructions created in October 2017.  

429. The Minutes Representations were made to Ms Kavanagh and/or Mr Wilson and/or 

the FRC. 

The Carillion Individual Respondents 

Mr Meehan 

The representations 

430. In all the circumstances set out in part VI above, Mr Meehan: 

 made or connived in making; or 

 alternatively, was knowingly associated with  

the Minutes Representations. 

Knowledge of falsity and intention to mislead 

431. Mr Meehan knew that the Minutes Representations were false and/or misleading. 

The particulars given in relation to Mr Meehan in Allegation 3A above are repeated. 

432. By making, or conniving in making, or being knowingly associated with the Minutes 

Representations, which he knew to be false and/or misleading, Mr Meehan intended 

that Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled. 

Recklessness 

433. Alternatively, by making, or conniving in making, or being knowingly associated with 

the Minutes Representations, Mr Meehan was reckless as to whether Ms Kavanagh 

and/or Mr Wilson and/or the FRC would be misled, in that he was aware that there 

was a risk that the Minutes Representations were false and/or misleading and would 

mislead Ms Kavanagh and/or Mr Wilson and/or the FRC, and in all the circumstances 

known to him (as set out above) it was unreasonable for him to take that risk. 
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Dishonesty 

434. The Executive Counsel’s case is that Mr Meehan’s conduct set out above, whether 

intentional or reckless, was dishonest. 

435. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity.  

Mr Wright 

The representations 

436. In all the circumstances set out in part VI above, Mr Wright: 

 made or connived in making; or 

 alternatively, was knowingly associated with  

the Minutes Representations. 

Knowledge of falsity and intention to mislead 

437. Mr Wright knew that the Minutes Representations were false and/or misleading, 

since he was responsible for creating the Final Versions of the Minutes and/or 

documents that contributed to the creation of the Final Versions of the Minutes. The 

particulars given in relation to Mr Wright in Allegation 3A above are repeated. 

438. By making, or conniving in making, or being knowingly associated with the Minutes 

Representations, which he knew to be false and/or misleading, Mr Wright intended 

that Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled. 

Recklessness 

439. Alternatively, by making, or conniving in making, or being knowingly associated with 

the Minutes Representations, Mr Wright was reckless as to whether Ms Kavanagh 

and/or Mr Wilson and/or the FRC would be misled, in that he was aware that there 

was a risk that the Minutes Representations were false and/or misleading and would 

mislead Ms Kavanagh and/or Mr Wilson and/or the FRC, and in all the circumstances 

known to him (as set out above) it was unreasonable for him to take that risk. 
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Dishonesty 

440. The Executive Counsel’s case is that Mr Wright’s conduct set out above, whether 

intentional or reckless, was dishonest. 

441. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

Mr Kitchen 

The representations 

442. In all the circumstances set out in part VI above, Mr Kitchen: 

 made or connived in making; or 

 alternatively, was knowingly associated with  

the Minutes Representations. 

Knowledge of falsity and intention to mislead 

443. Mr Kitchen knew that the Minutes Representations were false and/or misleading. The 

particulars given in relation to Mr Kitchen in Allegation 3A above are repeated. 

444. By making, or conniving in making, or being knowingly associated with the Minutes 

Representations, which he knew to be false and/or misleading, Mr Kitchen intended 

that Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled. 

Recklessness 

445. Alternatively, by making, or conniving in making, or being knowingly associated with 

the Minutes Representations, Mr Kitchen was reckless as to whether Ms Kavanagh 

and/or Mr Wilson and/or the FRC would be misled, in that he was aware that there 

was a risk that the Minutes Representations were false and/or misleading and would 

mislead Ms Kavanagh and/or Mr Wilson and/or the FRC, and in all the circumstances 

known to him (as set out above) it was unreasonable for him to take that risk. 
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Dishonesty 

446. The Executive Counsel’s case is that Mr Kitchen’s conduct set out above, whether 

intentional or reckless, was dishonest. 

447. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

Mr Bennett 

The representations 

448. In all the circumstances set out in part VI above, Mr Bennett: 

 made or connived in making; or 

 alternatively, was knowingly associated with  

the Minutes Representations. 

Knowledge of falsity and intention to mislead 

449. Mr Bennett knew that the Minutes Representations were false and/or misleading. The 

particulars given in relation to Mr Bennett in Allegation 3A above are repeated, save 

that in addition the Executive Counsel will rely upon Mr Bennett’s suggestion to Mr 

Wright that the Minutes should be provided as soon as possible “to convince them we 

have not spent a few days rewriting them” (see paragraph 170 above), which itself 

falls to be read in the context of Mr Bennett and Mr Wright having previously colluded 

to provide a false audit document to the FRC during the Regenersis audit (see 

Allegations 2A-C). 

450. By making, or conniving in making, or being knowingly associated with the Minutes 

Representations, which he knew to be false and/or misleading, Mr Bennett intended 

that Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled. 

Recklessness 

451. Alternatively, by making, or conniving in making, or being knowingly associated with 

the Minutes Representations, Mr Bennett was reckless as to whether Ms Kavanagh 
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and/or Mr Wilson and/or the FRC would be misled, in that he was aware that there 

was a risk that the Minutes Representations were false and/or misleading and would 

mislead Ms Kavanagh and/or Mr Wilson and/or the FRC, and in all the circumstances 

known to him (as set out above) it was unreasonable for him to take that risk. 

Dishonesty 

452. The Executive Counsel’s case is that Mr Bennett’s conduct set out above, whether 

intentional or reckless, was dishonest. 

453. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

Mr Paw 

The representations 

454. In all the circumstances set out in part VI above, Mr Paw: 

 made or connived in making; or 

 alternatively, was knowingly associated with  

the Minutes Representations. 

Knowledge of falsity and intention to mislead 

455. Mr Paw knew that the Minutes Representations were false and/or misleading, since 

he was responsible for creating the Final Versions of the Minutes and/or documents 

that contributed to the creation of the Final Versions of the Minutes. The particulars 

given in relation to Mr Paw in Allegation 3A above are repeated. 

456. By making, or conniving in making, or being knowingly associated with the Minutes 

Representations, which he knew to be false and/or misleading, Mr Paw intended that 

Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled. 

Recklessness 

457. Alternatively, by making, or conniving in making, or being knowingly associated with 

the Minutes Representations, Mr Paw was reckless as to whether Ms Kavanagh 
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and/or Mr Wilson and/or the FRC would be misled, in that he was aware that there 

was a risk that the Minutes Representations were false and/or misleading and would 

mislead Ms Kavanagh and/or Mr Wilson and/or the FRC, and in all the circumstances 

known to him (as set out above) it was unreasonable for him to take that risk. 

Dishonesty 

458. The Executive Counsel’s case is that Mr Paw’s conduct set out above, whether 

intentional or reckless, was dishonest. 

459. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

KPMG 

460. Each of Mr Meehan, Mr Wright, Mr Kitchen, Mr Bennett and Mr Paw acted at all 

material times in the course of his employment by KPMG and/or as an agent of KPMG 

acting within the scope of his actual or ostensible authority. The acts, omissions, 

knowledge and states of mind of each of Mr Meehan, Mr Wright, Mr Kitchen, Mr 

Bennett and Mr Paw are to be attributed to KPMG for the purposes of the Scheme. 

  



 

Legal02#95016889v6[LXC03] 133 

ALLEGATION 3C 

(CARILLION) 

PROVISION OF FALSE AND/OR MISLEADING INFORMATION:  

THE CONTENT OF THE MINUTES  

 
Mr Meehan, Mr Wright, Mr Kitchen and KPMG committed Misconduct in that: 

3C.1. By the emails and attachments described at paragraphs 179, 236 and 237.1 to 237.4 
above, each of Mr Meehan and Mr Wright provided or connived in providing, or was 
knowingly associated with the provision of, information (namely the information 
contained in the Final Versions of the Minutes) which was, and which he knew to 
be, false and/or misleading. Each of Mr Meehan and Mr Wright intended that Ms 
Kavanagh and/or Mr Wilson and/or the FRC would be misled by that information. 

3C.2. Alternatively (in the case of Mr Meehan and Mr Wright) and in any event (in the 
case of Mr Kitchen), each of Mr Meehan, Mr Wright and Mr Kitchen provided or 
connived in providing, or was knowingly associated with the provision of, 
information (namely information contained in the Final Versions of the Minutes) 
which was false and/or misleading, while being reckless (a) as to whether that 
information was a true, accurate and impartial record of the meetings to which the 
Final Versions of the Minutes referred, and (b) as to whether Ms Kavanagh and/or 
Mr Wilson and/or the FRC would be misled by that information. 

3C.3. Although it is alleged that the conduct of each of Mr Meehan, Mr Wright and Mr 
Kitchen set out in 3C.1 and 3C.2 above was dishonest, this Allegation of Misconduct 
does not depend on dishonesty being established. 

3C.4. Each of Mr Meehan, Mr Wright and Mr Kitchen acted at all material times in the 
course of his employment by KPMG and/or as an agent of KPMG acting within the 
scope of his actual or ostensible authority. The acts, omissions, knowledge and 
states of mind of each of Mr Meehan, Mr Wright and Mr Kitchen are to be attributed 
to KPMG. 

3C.5. Mr Meehan, Mr Wright, Mr Kitchen and KPMG thus failed to act in accordance with 
Fundamental Principle (a) (integrity) and section 110 of the Code of Ethics. Their 
conduct thereby fell significantly short of the standards reasonably to be expected 
of a Member or Member Firm (as the case may be) and/or has brought, or is likely 
to bring, discredit to the Members or Member Firm (as the case may be), and/or to 
the accountancy profession. 

 
Particulars 

461. As set out above, the Final Versions of the Minutes were not documents created 

during the Carillion 2016 Audit, but were created after the end of the Carillion 2016 

Audit, in October 2017. 

462. In light of the matters set out at paragraphs 239 to 246 above, it is averred that the 

Final Versions of the Minutes:  
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 were not complete and faithful typed-up versions of Mr Meehan’s Notes or 

Mr Kitchen’s Notes (or a combination of the two); but 

 were deliberately drafted so as to:  

462.2.1 omit certain matters recorded in Mr Meehan’s Notes and/or Mr 

Kitchen’s Notes; and 

462.2.2 include certain matters not recorded in Mr Meehan’s Notes or 

Mr Kitchen’s Notes. 

463. Further, in light of the matters set out at paragraphs 247 to 261 above, it is averred 

that the Final Versions of the Minutes were deliberately drafted so as to place undue 

emphasis on matters that the Respondents had during the Carillion Inspection come 

to understand were likely to be of interest to the AQR team.  

464. By virtue of the facts set out at paragraphs 462 and 463 above, the content of the 

Final Versions of the Minutes was false and/or misleading in that they were selective 

and/or were not true, accurate and impartial records of the meetings to which they 

referred. 

465. The information contained in the Final Versions of the Minutes was provided to Ms 

Kavanagh and/or Mr Wilson and/or the FRC. 

The Carillion Individual Respondents 

Mr Meehan 

Provision of information 

466. In all the circumstances set out in part VI above, Mr Meehan: 

 provided or connived in providing; or 

 alternatively, was knowingly associated with the provision of 

the information in the Final Versions of the Minutes. 

Knowledge of falsity and intention to mislead 

467. Given that Mr Meehan:  
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 attended the meetings to which the Minutes referred (see paragraph 167 

above); 

 provided his Notes to Mr Wright and discussed them with Mr Wright and/or 

Mr Paw (see paragraph 177 above);  

 discussed the Minutes with Mr Wright shortly before Mr Kitchen sent them 

to Ms Kavanagh and Mr Wilson (see paragraph 235 above); 

 received Mr Kitchen’s email to which the Final Versions of the Minutes were 

attached (see paragraph 236 above); and 

 knew what issues the AQR had raised or was likely to raise from:  

467.5.1 Mr Bennett’s email (see paragraph 171 above); and/or  

467.5.2 subsequent meetings and/or discussions,  

and thus would have been able to see that the Final Versions of the Minutes 

responded to issues that the AQR had raised or was likely to raise, 

Mr Meehan knew that the content of the Final Versions of the Minutes was false 

and/or misleading. 

468. By providing, or conniving in providing, or being knowingly associated with the 

provision of, the information contained in the Final Versions of the Minutes, which he 

knew to be false and/or misleading, Mr Meehan intended that Ms Kavanagh and/or 

Mr Wilson and/or the FRC would be misled. 

Recklessness 

469. Alternatively, by providing, or conniving in providing, or being knowingly associated 

with the provision of, the information contained in the Final Versions of the Minutes, 

Mr Meehan was reckless as to whether Ms Kavanagh and/or Mr Wilson and/or the 

FRC would be misled, in that he was aware that there was a risk that the information 

contained in the Final Versions of the Minutes was false and/or misleading and would 

mislead Ms Kavanagh and/or Mr Wilson and/or the FRC, and in all the circumstances 

known to him (as set out above) it was unreasonable for him to take that risk. 
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Dishonesty 

470. The Executive Counsel’s case is that Mr Meehan’s conduct set out above, whether 

intentional or reckless, was dishonest. 

471. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

Mr Wright 

472. In all the circumstances set out in part VI above, Mr Wright: 

 provided or connived in providing; or 

 alternatively, was knowingly associated with the provision of 

the information in the Final Versions of the Minutes. 

Knowledge of falsity and intention to mislead 

473. Given that Mr Wright:  

 created and/or modified and/or was involved in the creation and/or 

modification of the Minutes (in respect of which the particulars given in 

relation to Mr Wright in Allegation 3A above are repeated);  

 received Mr Kitchen’s email to which the Final Versions of the Minutes were 

attached (see paragraph 236 above); and 

 knew what issues the AQR had raised or was likely to raise from:  

473.3.1 the meeting on 10 October 2017 (see paragraph 160 above); 

473.3.2 Mr Bennett’s email (see paragraph 171 above); and/or  

473.3.3 subsequent meetings and/or discussions,  

and thus would have known that the Final Versions of the Minutes responded 

to issues that the AQR had raised or was likely to raise, 
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Mr Wright knew that the content of the Final Versions of the Minutes was false and/or 

misleading. 

474. By providing, or conniving in providing, or being knowingly associated with the 

provision of, the information contained in the Final Versions of the Minutes, which he 

knew to be false and/or misleading, Mr Wright intended that Ms Kavanagh and/or Mr 

Wilson and/or the FRC would be misled. 

Recklessness 

475. Alternatively, by providing, or conniving in providing, or being knowingly associated 

with the provision of, the information contained in the Final Versions of the Minutes, 

Mr Wright was reckless as to whether Ms Kavanagh and/or Mr Wilson and/or the FRC 

would be misled, in that he was aware that there was a risk that the information 

contained in the Final Versions of the Minutes was false and/or misleading and would 

mislead Ms Kavanagh and/or Mr Wilson and/or the FRC, and in all the circumstances 

known to him (as set out above) it was unreasonable for him to take that risk. 

Dishonesty 

476. The Executive Counsel’s case is that Mr Wright’s conduct set out above, whether 

intentional or reckless, was dishonest. 

477. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

Mr Kitchen 

Provision of information 

478. In all the circumstances set out in part VI above, Mr Kitchen: 

 provided or connived in providing; or 

 alternatively, was knowingly associated with the provision of 

the information in the Final Versions of the Minutes. 
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Recklessness 

479. Given that Mr Kitchen: 

 had attended the meetings to which the Minutes referred (see paragraph 

167 above); 

 knew that there were no minutes of these meetings on the Carillion 2016 

Audit file (see paragraphs 165 and 169 above); 

 had provided his Notes to Mr Paw and discussed them with Mr Wright 

and/or Mr Paw (see paragraph 177 above); 

 had received Mr Bennett’s email to which Canada Version 2, AFC Version 2, 

and Oman & MENA Version 1 were attached (see paragraph 202 above);  

 had received Mr Wright’s email dated 12 October 2017 and timed at 16:19 

(see paragraph 209 above); and  

 knew about the process by which the Final Versions of the Minutes had been 

created (as set out in paragraph 409 above), 

it is to be inferred that Mr Kitchen was aware that there was a risk that the contents 

of the Final Versions of the Minutes were false and/or misleading in that they were 

selective and/or were not true, accurate and impartial records of the meetings to 

which they referred. 

480. By providing, or conniving in providing, or being knowingly associated with the 

provision of, the information contained in the Final Versions of the Minutes, Mr 

Wright was reckless as to whether Ms Kavanagh and/or Mr Wilson and/or the FRC 

would be misled, in that he was aware that there was a risk that the information 

contained in the Final Versions of the Minutes was false and/or misleading and would 

mislead Ms Kavanagh and/or Mr Wilson and/or the FRC, and in all the circumstances 

known to him (as set out above) it was unreasonable for him to take that risk. 

481. For the avoidance of doubt, the Executive Counsel does not seek to prove that, in the 

period between the receipt by Mr Kitchen of Mr Paw’s email timed at 18:52 on 12 

October 2017 (see paragraph 219 above) and the sending by Mr Kitchen of his email 

to Mr Wilson timed at 19:47 on 12 October 2017 (see paragraph 236 above), Mr 

Kitchen reviewed the documents attached to Mr Paw’s email. The Executive Counsel 
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does not therefore allege that Mr Kitchen knew that the content of the Final Versions 

of the Minutes was false or misleading. 

Dishonesty 

482. The Executive Counsel’s case is that Mr Kitchen’s conduct set out above was 

dishonest. 

483. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity.  

KPMG 

484. Each of Mr Meehan, Mr Wright and Mr Kitchen acted at all material times in the 

course of his employment by KPMG and/or as an agent of KPMG acting within the 

scope of his actual or ostensible authority. The acts, omissions, knowledge and states 

of mind of each of Mr Meehan, Mr Wright and Mr Kitchen are to be attributed to 

KPMG for the purposes of the Scheme. 
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ALLEGATION 4A 

(CARILLION) 

CREATING A FALSE AND/OR MISLEADING DOCUMENT: 

THE CCS PAPER 

 
Mr Meehan, Mr Kitchen, Mr Bennett and KPMG committed Misconduct in that: 

4A.1. Mr Kitchen knowingly created a false and/or misleading document, namely a 
document falsely purporting to be an audit work paper created in the course of the 
Carillion 2016 Audit, with the intention that Ms Kavanagh and/or Mr Wilson and/or 
the FRC would be misled into accepting it as such. 

Each of Mr Meehan and Mr Bennett knowingly assisted in and/or encouraged the 
creation of a false and/or misleading document, namely a document falsely 
purporting to be an audit work paper created in the course of the Carillion 2016 
Audit, with the intention that Ms Kavanagh and/or Mr Wilson and/or the FRC would 
be misled into accepting it as such. 

4A.2. Alternatively: 

Mr Kitchen knowingly created a document which falsely purported to be an audit 
work paper created in the course of the Carillion 2016 Audit, while being reckless as 
to whether Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled into 
accepting it as such. 

Each of Mr Meehan and Mr Bennett knowingly assisted in and/or encouraged the 
creation of a document which falsely purported to be an audit work paper created 
in the course of the Carillion 2016 Audit, while being reckless as to whether Ms 
Kavanagh and/or Mr Wilson and/or the FRC would be misled into accepting it as 
such. 

4A.3. Although it is alleged that the conduct of each of Mr Meehan, Mr Kitchen and Mr 
Bennett set out in 4A.1 and 4A.2 above was dishonest, this Allegation of Misconduct 
does not depend on dishonesty being established. 

4A.4. Each of Mr Meehan, Mr Kitchen and Mr Bennett acted at all material times in the 
course of his employment by KPMG and/or as an agent of KPMG acting within the 
scope of his actual or ostensible authority. The acts, omissions, knowledge and 
states of mind of each of Mr Meehan, Mr Kitchen and Mr Bennett are to be 
attributed to KPMG. 

4A.5. Mr Meehan, Mr Kitchen, Mr Bennett and KPMG thus failed to act in accordance with 
Fundamental Principle (a) (integrity) and section 110 of the Code of Ethics. Their 
conduct thereby fell significantly short of the standards reasonably to be expected 
of a Member or Member Firm (as the case may be) and/or has brought, or is likely 
to bring, discredit to the Members or Member Firm (as the case may be), and/or to 
the accountancy profession. 
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Particulars 

485. The Final Version of the CCS Paper was false and/or misleading in that, as set out at 

paragraph 262 above, it purported to be a record of audit work, created in the course 

of the Carillion 2016 Audit, when it was not. It was created by Mr Kitchen after the 

Carillion 2016 Audit in response to the Carillion Inspection.  

486. For the avoidance of doubt, the Executive Counsel does not by this Allegation 4A make 

any allegation as to the truth or falsity of the content of the Final Version of the CCS 

Paper (except in so far as that content indicates that the Final Version of the CCS Paper 

was created during the Carillion 2016 Audit). 

Creating the document: Mr Kitchen 

Mr Kitchen 

Creation of the Final Version of the CCS Paper 

487. Mr Kitchen created the Final Version of the CCS Paper (and previous versions of that 

document) in the following manner:  

 Mr Kitchen created CCS Paper Version 1 (see paragraph 180 above). 

 Mr Kitchen created CCS Paper Version 1A (see paragraph 181 above). 

 Mr Kitchen received CCS Paper Version 2 from Mr Paw (see paragraph 182 

above). 

 Mr Kitchen created CCS Paper Version 3 (see paragraph 187 above). 

 Mr Kitchen discussed CCS Paper Version 3 (or some other version of the CCS 

Paper) with Mr Meehan and Mr Bennett (see paragraphs 187 to 189 above). 

 Mr Kitchen created the Final Version of the CCS Paper, which was a modified 

version of CCS Paper Version 3 (see paragraph 237.5 above). 

Knowledge of falsity and intention to mislead 

488. Mr Kitchen knew that he was expected to explain to the AQR team how the Original 

CCS Paper worked, and to address the points concerning the audit work carried out 

on construction contracts about which the AQR team appeared to be concerned, as 
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summarised in Mr Bennett’s email timed at 19:28 on 10 October 2017 (see paragraph 

171 above). 

489. Mr Kitchen himself undertook (and therefore knew about) the process by which the 

Final Version of the CCS Paper was created, and therefore knew that it was created 

after the end of the Carillion 2016 Audit (see paragraph 487 above). 

490. Mr Kitchen intended the Final Version of the CCS Paper to be presented to Ms 

Kavanagh and Mr Wilson as a contemporaneous document, created during the 

Carillion 2016 Audit, and intended that Ms Kavanagh and/or Mr Wilson and/or the 

FRC would accept it as such. In particular: 

 Mr Kitchen knew that the Carillion 2016 Audit file contained only the 

Original CCS Paper, but that KPMG should (in the course of the Carillion 2016 

Audit) have prepared and filed an updated version which included and 

reflected year-end data (see paragraph 160.4 above). 

 Mr Kitchen discussed the Carillion Inspection (and in particular the fact that 

there were documents missing from the Carillion 2016 Audit file) with the 

rest of the team at 14:30 on 11 October 2017 (see paragraph 174 above). 

 Mr Kitchen promised Ms Kavanagh and Mr Wilson that he would send them 

“an update on Construction scoping” (see paragraph 179 above). 

 Mr Kitchen discussed CCS Paper Version 3 (or some other version of the CCS 

Paper) with Mr Meehan and Mr Bennett (see paragraphs 187 to 189 above). 

 Mr Kitchen discussed the Carillion Inspection (and in particular the wording 

of his draft email, indicating that he planned to present the CCS Paper to Ms 

Kavanagh and Mr Wilson as a document that “should have been uploaded 

as this was prepared at year end 2016”), with the rest of the team at 13:00 

on 12 October 2017 (see paragraphs 190 to 193 above). 

 Mr Kitchen presented the Final Version of the CCS Paper to Ms Kavanagh 

and Mr Wilson as a document that “should have been uploaded as this was 

prepared at year end 2016” (see paragraph 236 above). 

491. Thus Mr Kitchen knowingly created a document falsely purporting to be an audit work 

paper created in the course of the Carillion 2016 Audit, namely the Final Version of 
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the CCS Paper, with the intention that Ms Kavanagh and/or Mr Wilson and/or the FRC 

would be misled into accepting it as such. 

492. Mr Kitchen had reason to want Ms Kavanagh and/or Mr Wilson and/or the FRC to 

accept the Final Version of the CCS Paper as genuine (see paragraphs 45 and 142 to 

145 above). 

Recklessness 

493. Alternatively, by knowingly creating the Final Version of the CCS Paper, Mr Kitchen 

acted recklessly, in that he was aware that there was a risk that Ms Kavanagh and/or 

Mr Wilson and/or the FRC would be misled into accepting the Final Version of the CCS 

Paper as an audit work paper created in the course of the Carillion 2016 Audit when 

it was not, and in all the circumstances known to him (as set out above) it was 

unreasonable for him to take that risk. 

Dishonesty 

494. The Executive Counsel’s case is that Mr Kitchen’s conduct set out above, whether 

intentional or reckless, was dishonest. 

495. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

Assisting and encouraging: Mr Meehan and Mr Bennett 

Mr Meehan 

Assisting and/or encouraging the creation of the Final Version of the CCS Paper 

496. Mr Meehan knowingly assisted in and/or encouraged the creation of the Final Version 

of the CCS Paper by discussing CCS Paper Version 3 (or some other version of the CCS 

Paper) with Mr Kitchen and/or Mr Bennett on the morning of 12 October 2017 (see 

paragraphs 187 to 189 above). 
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Knowledge of falsity and intention to mislead 

497. Mr Meehan knew that Mr Kitchen was expected to explain to the AQR team how the 

Original CCS Paper worked, and to address the points concerning the audit work 

carried out on construction contracts about which the AQR team appeared to be 

concerned, as summarised in Mr Bennett’s email timed at 19:28 on 10 October 2017 

(see paragraph 171 above). 

498. Mr Meehan knew about the process by which the Final Version of the CCS Paper was 

created, and therefore knew that it was created after the end of the Carillion 2016 

Audit and was not a contemporaneous document. In particular: 

 Mr Meehan knew he was expected to review Mr Kitchen’s explanation, 

along with Mr Kitchen and Mr Bennett, before it was sent (see paragraph 

171 above). 

 Mr Meehan discussed the Carillion Inspection (and in particular the fact that 

there were documents missing from the Carillion 2016 Audit file) with the 

rest of the team at 14:30 on 11 October 2017 (see paragraph 174 above). 

 Mr Meehan discussed CCS Paper Version 3 (or some other version of the CCS 

Paper) with Mr Kitchen and/or Mr Bennett during the morning of 12 October 

2017 (see paragraphs 187 to 189 above). 

 Mr Meehan discussed the Carillion Inspection (and in particular the wording 

of Mr Kitchen’s draft email, which showed that Mr Kitchen planned to 

present the CCS Paper to Ms Kavanagh and Mr Wilson as a document that 

“should have been uploaded as this was prepared at year end 2016”) with 

the rest of the team at 13:00 on 12 October 2017 (see paragraphs 190 to 

193 above). 

499. Mr Meehan intended the Final Version of the CCS Paper to be presented to Ms 

Kavanagh and Mr Wilson as a document created during the Carillion 2016 Audit, and 

intended that Ms Kavanagh and/or Mr Wilson and/or the FRC would accept it as such. 

In particular: 

 Mr Meehan discussed the Carillion Inspection (and in particular the fact that 

there were documents missing from the Carillion 2016 Audit file) with the 

rest of the team at 14:30 on 11 October 2017 (see paragraph 174 above). 
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 Mr Meehan discussed the Carillion Inspection (and in particular the wording 

of Mr Kitchen’s draft email, which showed that Mr Kitchen planned to 

present the CCS Paper to Ms Kavanagh and Mr Wilson as a document that 

“should have been uploaded as this was prepared at year end 2016”) with 

the rest of the team at 13:00 on 12 October 2017 (see paragraphs 190 to 

193 above). 

 Mr Meehan knew that Mr Kitchen:  

499.3.1 planned to present the CCS Paper to Ms Kavanagh and Mr Wilson 

as a document that “should have been uploaded as this was 

prepared at year end 2016” (see paragraph 192 above); and  

499.3.2 then did so (see paragraph 236 above). 

500. Thus Mr Meehan knowingly assisted in and/or encouraged the creation of a document 

falsely purporting to be an audit work paper created in the course of the Carillion 2016 

Audit, namely the Final Version of the CCS Paper, with the intention that Ms Kavanagh 

and/or Mr Wilson and/or the FRC would be misled into accepting it as such. 

501. Mr Meehan had reason to want Ms Kavanagh and/or Mr Wilson and/or the FRC to 

accept the Final Version of the CCS Paper as genuine (see paragraphs 45 and 142 to 

145 above). 

Recklessness 

502. Alternatively, by knowingly assisting in and/or encouraging the creation of the Final 

Version of the CCS Paper, Mr Meehan acted recklessly, in that he was aware that there 

was a risk that Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled into 

accepting the Final Version of the CCS Paper as an audit work paper created in the 

course of the Carillion 2016 Audit when it was not, and in all the circumstances known 

to him (as set out above) it was unreasonable for him to take that risk. 

Dishonesty 

503. The Executive Counsel’s case is that Mr Meehan’s conduct set out above, whether 

intentional or reckless, was dishonest. 

504. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 
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Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

Mr Bennett 

Assisting and/or encouraging the creation of the Final Version of the CCS Paper 

505. Mr Bennett knowingly assisted in and/or encouraged the creation of the Final Version 

of the CCS Paper by discussing CCS Paper Version 3 (or some other version of the CCS 

Paper) with Mr Meehan and/or Mr Kitchen (see paragraphs 187 to 189 above). 

Knowledge of falsity and intention to mislead 

506. Mr Bennett knew that:  

 the Carillion 2016 Audit file contained the Original CCS Paper, but that KPMG 

should (in the course of the Carillion 2016 Audit) have prepared and filed an 

updated version which included and reflected year-end data (see paragraph 

160.4 above); and 

 Mr Kitchen was expected to explain to the AQR team how the Original CCS 

Paper worked, and to address the points concerning the audit work carried 

out on construction contracts about which the AQR team appeared to be 

concerned, as summarised in Mr Bennett’s email timed at 19:28 on 10 

October 2017 (see paragraph 171 above). 

507. Mr Bennett knew about the process by which the Final Version of the CCS Paper was 

created, and therefore knew that it was created after the end of the Carillion 2016 

Audit and was not a contemporaneous document. In particular: 

 Mr Bennett intended to review Mr Kitchen’s explanation, along with Mr 

Kitchen and Mr Meehan, before it was sent (see paragraph 171 above). 

 Mr Bennett discussed the Carillion Inspection (and in particular the fact that 

there were documents missing from the Carillion 2016 Audit file) with the 

rest of the team at 14:30 on 11 October 2017 (see paragraph 174 above). 

 Mr Bennett discussed CCS Paper Version 3 (or some other version of the CCS 

Paper) with Mr Meehan and/or Mr Kitchen on the morning of 12 October 

2017 (see paragraphs 187 to 189 above). 
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 Mr Bennett discussed the Carillion Inspection (and in particular the wording 

of Mr Kitchen’s draft email, which showed that Mr Kitchen planned to 

present the CCS Paper to Ms Kavanagh and Mr Wilson as a document that 

“should have been uploaded as this was prepared at year end 2016”) with 

the rest of the team at 13:00 on 12 October 2017 (see paragraphs 190 to 

193 above). 

508. Mr Bennett intended the Final Version of the CCS Paper to be presented to Ms 

Kavanagh and Mr Wilson as a contemporaneous document created during the 

Carillion 2016 Audit, and intended that Ms Kavanagh and/or Mr Wilson and/or the 

FRC would accept it as such. In particular: 

 Mr Bennett discussed the Carillion Inspection (and in particular the fact that 

there were documents missing from the Carillion 2016 Audit file) with the 

rest of the team at 14:30 on 11 October 2017 (see paragraph 174 above). 

 Mr Bennett knew that Mr Kitchen had promised Ms Kavanagh and Mr 

Wilson that he (Mr Kitchen) would send them “an update on Construction 

scoping” (see paragraph 179 above). 

 Mr Bennett discussed the Carillion Inspection (and in particular the wording 

of Mr Kitchen’s draft email, which showed that Mr Kitchen planned to 

present the CCS Paper to Ms Kavanagh and Mr Wilson as a document that 

“should have been uploaded as this was prepared at year end 2016”) with 

the rest of the team at 13:00 on 12 October 2017 (see paragraphs 190 to 

193 above). 

 Mr Bennett knew that Mr Kitchen:  

508.4.1 planned to present the CCS Paper to Ms Kavanagh and Mr Wilson 

as a document that “should have been uploaded as this was 

prepared at year end 2016” (see paragraph 192 above); and 

508.4.2 then did so (see paragraph 236 above). 

509. Thus Mr Bennett knowingly assisted in and/or encouraged the creation of a document 

falsely purporting to be an audit work paper created in the course of the Carillion 2016 

Audit, namely the Final Version of the CCS Paper, with the intention that Ms Kavanagh 

and/or Mr Wilson and/or the FRC would be misled into accepting it as such. 
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510. Mr Bennett had reason to want Ms Kavanagh and/or Mr Wilson and/or the FRC to 

accept the Final Version of the CCS Paper as genuine (see paragraphs 45 and 142 to 

145 above). 

Recklessness 

511. Alternatively, by knowingly assisting in and/or encouraging the creation of the Final 

Version of the CCS Paper, Mr Bennett acted recklessly, in that he was aware that there 

was a risk that Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled into 

accepting the Final Version of the CCS Paper as an audit work paper created in the 

course of the Carillion 2016 Audit when it was not, and in all the circumstances known 

to him (as set out above) it was unreasonable for him to take that risk. 

Dishonesty 

512. The Executive Counsel’s case is that Mr Bennett’s conduct set out above, whether 

intentional or reckless, was dishonest. 

513. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

KPMG 

514. Each of Mr Meehan, Mr Kitchen and Mr Bennett acted at all material times in the 

course of his employment by KPMG and/or as an agent of KPMG acting within the 

scope of his actual or ostensible authority. The acts, omissions, knowledge and states 

of mind of each of Mr Meehan, Mr Kitchen and Mr Bennett are to be attributed to 

KPMG for the purposes of the Scheme. 
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ALLEGATION 4B  

(CARILLION) 

FALSE AND/OR MISLEADING REPRESENTATIONS AS TO THE DATE ON WHICH, AND 

CIRCUMSTANCES IN WHICH, THE CCS PAPER WAS CREATED 

 
Mr Meehan, Mr Kitchen, Mr Bennett and KPMG committed Misconduct in that: 

4B.1. By the emails and attachments described at paragraphs 179, 236 and 237.5 above, 
each of Mr Meehan, Mr Kitchen and Mr Bennett made or connived in making, or 
was knowingly associated with, representations (namely that the Final Version of 
the CCS Paper was a document that had been created during the Carillion 2016 
Audit) which were, and which he knew to be, false and/or misleading. Each of Mr 
Meehan, Mr Kitchen and Mr Bennett intended that Ms Kavanagh and/or Mr Wilson 
and/or the FRC would be misled by those representations. 

4B.2. Alternatively, by the same e-mails and attachments, each of Mr Meehan, Mr Kitchen 
and Mr Bennett made or connived in making, or was knowingly associated with, 
representations (namely that the Final Version of the CCS Paper was a document 
that had been created during the Carillion 2016 Audit) which were false and/or 
misleading, while being reckless (a) as to the truth of those representations, and (b)  
as to whether Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled by 
them. 

4B.3. Although it is alleged that the conduct of each of Mr Meehan, Mr Kitchen and Mr 
Bennett set out in 4B.1 and 4B.2 above was dishonest, this Allegation of Misconduct 
does not depend on dishonesty being established. 

4B.4. Each of Mr Meehan, Mr Kitchen and Mr Bennett acted at all material times in the 
course of his employment by KPMG and/or as an agent of KPMG acting within the 
scope of his actual or ostensible authority. The acts, omissions, knowledge and 
states of mind of each of Mr Meehan, Mr Kitchen and Mr Bennett are to be 
attributed to KPMG. 

4B.5. Mr Meehan, Mr Kitchen, Mr Bennett and KPMG thus failed to act in accordance with 
Fundamental Principle (a) (integrity) and section 110 of the Code of Ethics. Their 
conduct thereby fell significantly short of the standards reasonably to be expected 
of a Member or Member Firm (as the case may be) and/or has brought, or is likely 
to bring, discredit to the Members or Member Firm (as the case may be), and/or to 
the accountancy profession. 

 
Particulars 

515. The emails described at paragraphs 179 and 236 above, separately and together, 

contained express or implied representations that the Final Version of the CCS Paper 

was a document that had been created during the Carillion 2016 Audit (the “CCS 

Paper Representations”). 
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516. Further, in light of the matters set out at paragraph 262 above, the Final Version of 

the CCS Paper also contained the CCS Paper Representations.  

517. The CCS Paper Representations were false and/or misleading in that the Final Version 

of the CCS Paper was not created during the Carillion 2016 Audit, but was a fabrication 

or reconstruction created in October 2017.  

518. The CCS Paper Representations were made to Ms Kavanagh and/or Mr Wilson and/or 

the FRC. 

Mr Meehan, Mr Kitchen and Mr Bennett 

Mr Meehan 

The representations 

519. In all the circumstances set out in part VI above, Mr Meehan: 

 made or connived in making; or 

 alternatively, was knowingly associated with  

the CCS Paper Representations. 

Knowledge of falsity and intention to mislead 

520. Mr Meehan knew that the CCS Paper Representations were false and/or misleading. 

The particulars given in relation to Mr Meehan in Allegation 4A above are repeated. 

521. By making, or conniving in making, or being knowingly associated with the CCS Paper 

Representations, which he knew to be false and/or misleading, Mr Meehan intended 

that Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled. 

Recklessness 

522. Alternatively, by making, or conniving in making, or being knowingly associated with 

the CCS Paper Representations, Mr Meehan was reckless as to whether Ms Kavanagh 

and/or Mr Wilson and/or the FRC would be misled, in that he was aware that there 

was a risk that the CCS Paper Representations were false and/or misleading and would 

mislead Ms Kavanagh and/or Mr Wilson and/or the FRC, and in all the circumstances 

known to him (as set out above) it was unreasonable for him to take that risk. 
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Dishonesty 

523. The Executive Counsel’s case is that Mr Meehan’s conduct set out above, whether 

intentional or reckless, was dishonest. 

524. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

Mr Kitchen 

The representations 

525. In all the circumstances set out in part VI above, Mr Kitchen: 

 made or connived in making; or 

 alternatively, was knowingly associated with  

the CCS Paper Representations. 

Knowledge of falsity and intention to mislead 

526. Mr Kitchen knew that the CCS Paper Representations were false and/or misleading, 

since he was responsible for creating the Final Version of the CCS Paper and/or 

documents that contributed to the creation of the Final Version of the CCS Paper. The 

particulars given in relation to Mr Kitchen in Allegation 4A above are repeated. 

527. By making, or conniving in making, or being knowingly associated with the CCS Paper 

Representations, which he knew to be false and/or misleading, Mr Kitchen intended 

that Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled. 

Recklessness 

528. Alternatively, by making, or conniving in making, or being knowingly associated with 

the CCS Paper Representations, Mr Kitchen was reckless as to whether Ms Kavanagh 

and/or Mr Wilson and/or the FRC would be misled, in that he was aware that there 

was a risk that the CCS Paper Representations were false and/or misleading and would 

mislead Ms Kavanagh and/or Mr Wilson and/or the FRC, and in all the circumstances 

known to him (as set out above) it was unreasonable for him to take that risk. 
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Dishonesty 

529. The Executive Counsel’s case is that Mr Kitchen’s conduct set out above, whether 

intentional or reckless, was dishonest. 

530. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

Mr Bennett 

The representations 

531. In all the circumstances set out in part VI above, Mr Bennett: 

 made or connived in making; or 

 alternatively, was knowingly associated with  

the CCS Paper Representations. 

Knowledge of falsity and intention to mislead 

532. Mr Bennett knew that the CCS Paper Representations were false and/or misleading. 

The particulars given in relation Mr Bennett in Allegation 4A above are repeated. 

533. By making, or conniving in making, or being knowingly associated with the CCS Paper 

Representations, which he knew to be false and/or misleading, Mr Bennett intended 

that Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled. 

Recklessness 

534. Alternatively, by making, or conniving in making, or being knowingly associated with 

the CCS Paper Representations, Mr Bennett was reckless as to whether Ms Kavanagh 

and/or Mr Wilson and/or the FRC would be misled, in that he was aware that there 

was a risk that the CCS Paper Representations were false and/or misleading and would 

mislead Ms Kavanagh and/or Mr Wilson and/or the FRC, and in all the circumstances 

known to him (as set out above) it was unreasonable for him to take that risk.  
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Dishonesty 

535. The Executive Counsel’s case is that Mr Bennett’s conduct set out above, whether 

intentional or reckless, was dishonest. 

536. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

KPMG 

537. Each of Mr Meehan, Mr Bennett and Mr Kitchen acted at all material times in the 

course of his employment by KPMG and/or as an agent of KPMG acting within the 

scope of his actual or ostensible authority. The acts, omissions, knowledge and states 

of mind of each of Mr Meehan, Mr Kitchen and Mr Bennett are to be attributed to 

KPMG for the purposes of the Scheme.  
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ALLEGATION 4C 

(CARILLION) 

FALSE AND/OR MISLEADING REPRESENTATIONS ABOUT THE AUDIT WORK PERFORMED 

ON CONTRACTS: 

THE CCS PAPER 

 
Mr Kitchen and KPMG committed Misconduct in that: 

4C.1. By the emails and attachments described at paragraphs 179, 236 and 237.5 above, 
Mr Kitchen made or connived in making, or was knowingly associated with, 
representations (namely that the work described in the Final Version of the CCS 
Paper had been performed during the Carillion 2016 Audit) which were, and which 
he knew to be, false and/or misleading. Mr Kitchen intended that Ms Kavanagh 
and/or Mr Wilson and/or the FRC would be misled by those representations. 

4C.2. Alternatively, by the same emails and attachments, Mr Kitchen made or connived 
in making, or was knowingly associated with, representations (namely that the work 
described in the Final Version of the CCS Paper had been performed during the 
Carillion 2016 Audit) which were false and/or misleading, while being reckless (a) as 
to the truth of those representations, and (b) as to whether Ms Kavanagh and/or 
Mr Wilson and/or the FRC would be misled by them.  

4C.3. Although it is alleged that the conduct of Mr Kitchen set out in 4C.1 and 4C.2 above 
was dishonest, this Allegation of Misconduct does not depend on dishonesty being 
established. 

4C.4. Mr Kitchen acted at all material times in the course of his employment by KPMG 
and/or as an agent of KPMG acting within the scope of his actual or ostensible 
authority. The acts, omissions, knowledge and states of mind of Mr Kitchen are to 
be attributed to KPMG. 

4C.5. Mr Kitchen and KPMG thus failed to act in accordance with Fundamental Principle 
(a) (integrity) and section 110 of the Code of Ethics. Their conduct thereby fell 
significantly short of the standards reasonably to be expected of a Member or 
Member Firm (as the case may be) and/or has brought, or is likely to bring, discredit 
to the Members or Member Firm (as the case may be), and/or to the accountancy 
profession. 

 
Particulars 

538. The emails and attachments described at paragraphs 179, 236 and 237.5 above 

contained express and/or implied representations that the work described in the Final 

Version of the CCS Paper had been performed during the Carillion 2016 Audit (the 

“Contract Audit Work Representations”). 

539. The Contract Audit Work Representations were false and/or misleading because: 
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 The Final Version of the CCS Paper was not a document created during the 

Carillion 2016 Audit, but was created after the end of the Carillion 2016 

Audit, in October 2017 in response to queries raised by the AQR Team (see 

paragraphs 263 to 270 above).  

 The Final Version of the CCS Paper included work which had not been 

performed during the Carillion 2016 Audit (see paragraphs 271 to 284 

above). In particular: 

539.2.1 The Final Version of the CCS Paper used selection criteria that 

had not in fact been applied during the Carillion 2016 Audit; the 

selection criteria had been changed so as to reduce the number 

of contracts which would be selected for testing (see paragraphs 

271 and 272 above). 

539.2.2 The Final Version of the CCS Paper showed that KPMG had 

applied the quantitative Selection Criteria systematically to the 

December CAVs, but KPMG had not in fact done that during the 

Carillion 2016 Audit (see paragraphs 273 to 275 above). 

539.2.3 The Final Version of the CCS Paper showed that KPMG had 

identified the “Kier JV - Consolidated” contract, but KPMG had 

not in fact done that during the Carillion 2016 Audit (see 

paragraphs 276 to 278 above). 

539.2.4 The Final Version of the CCS Paper showed that KPMG had 

“agreed to CERT” certain WIP balances, but KPMG had not in fact 

done so during the Carillion 2016 Audit (see paragraphs 279 and 

280 above). 

539.2.5 The Final Version of the CCS Paper showed that KPMG had 

performed certain “desktop review” procedures, but KPMG had 

not in fact done so during the Carillion 2016 Audit (see 

paragraphs 281 and 282 above). 

539.2.6 The Final Version of the CCS Paper recorded certain other audit 

work that KPMG had not in fact done during (or before) the 

Carillion 2016 Audit (see paragraphs 283 and 284 above). 
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539.2.7 The Final Version of the CCS Paper recorded certain audit 

judgements that KPMG had not in fact made during the Carillion 

2016 Audit (see paragraphs 285 and 286 above). 

540. By virtue of the facts set out at paragraphs 538 and 539.2 above, the content of the 

Final Version of the CCS Paper was false and/or misleading. 

541. The Contract Audit Work Representations were made to Ms Kavanagh and/or Mr 

Wilson and/or the FRC.  

Mr Kitchen 

The representations  

542. In all the circumstances set out in part VI above, Mr Kitchen: 

 made or connived in making; or 

 alternatively, was knowingly associated with  

the Contract Audit Work Representations. 

Knowledge of falsity and intention to mislead 

543. Given that Mr Kitchen:  

 created the Final Version of the CCS Paper and previous versions of that 

document (in respect of which the particulars given in relation to Mr Kitchen 

in Allegation 4A above are repeated);  

 knew what issues the AQR had raised or was likely to raise from:  

543.2.1 Mr Wilson’s first email (see paragraph 158 above); 

543.2.2 the meeting on 10 October 2017 (see paragraph 160 above); 

543.2.3 Mr Bennett’s email (see paragraph 171 above); and/or 

543.2.4 subsequent meetings and/or discussions,  

and thus would have known that the Final Version of the CCS Paper 

responded to certain issues that the AQR had raised or was likely to raise, 
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Mr Kitchen knew that the Final Version of the CCS Paper recorded audit work which 

had not been performed during (or before) the Carillion 2016 Audit, and audit 

judgements that KPMG had not made during the Carillion 2016 Audit, and was thus 

false and/or misleading. 

544. By making, or conniving in making, or being knowingly associated with the Contract 

Audit Work Representations, which he knew to be false and/or misleading, Mr Kitchen 

intended that Ms Kavanagh and/or Mr Wilson and/or the FRC would be misled. 

Recklessness 

545. Alternatively, by making, or conniving in making, or being knowingly associated with 

the Contract Audit Work Representations, Mr Kitchen was reckless as to whether Ms 

Kavanagh and/or Mr Wilson and/or the FRC would be misled, in that he was aware 

that there was a risk that the Contract Audit Work Representations were false and/or 

misleading and would mislead Ms Kavanagh and/or Mr Wilson and/or the FRC, and in 

all the circumstances known to him (as set out above) it was unreasonable for him to 

take that risk. 

Dishonesty 

546. The Executive Counsel’s case is that Mr Kitchen’s conduct set out above, whether 

intentional or reckless, was dishonest. 

547. Nevertheless, under the Code of Ethics and as a matter of law, lack of integrity does 

not depend on dishonesty being established. Alternatively, therefore, the Executive 

Counsel will contend that at the least this conduct was not straightforward, that it 

showed a lack of integrity. 

KPMG 

548. Mr Kitchen acted at all material times in the course of his employment by KPMG 

and/or as an agent of KPMG acting within the scope of his actual or ostensible 

authority. The acts, omissions, knowledge and states of mind of Mr Kitchen are to be 

attributed to KPMG for the purposes of the Scheme. 
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SIGNED 
 
 
 
 
JAMIE SYMINGTON 
DEPUTY EXECUTIVE COUNSEL 
 
 
AMENDED ON 29 NOVEMBER 2021 

RE-AMENDED ON 10 JANUARY 2022 
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APPENDIX A: 

DETAILS OF DIFFERENCES BETWEEN THE ORIGINAL GOODWILL PAPER AND THE AQR 

VERSION OF THE GOODWILL PAPER 

A1. The AQR Version of the Goodwill Paper was identical to the Original Goodwill Paper, 

save in respect of the tab labelled “Comparative discount rates”.  

A2. That tab was highlighted in red in the AQR Version of the Goodwill Paper but was not 

highlighted in the Original Goodwill Paper. 

A3. The contents of the two versions of the tab differed in the following respects: 

A3.1. Under the heading “KPMG audit work”, the AQR Version of the Goodwill 

Paper stated as follows: 

“The WACC has been compared to competitors and key customers by client below 

The key comparable rates have been agreed to discount factors (highlighted green) 
per the latest publised [sic] financial statements 

We have searched internet for ‘Not available’ lines. Confirmed the detailed discount 
rates are not available. 

We note the comparator group does not include many software companies so we 
have added two for similar software business. 

We have also added a reverse logistics provider. These 3 additional rates are shown 
in the blue box to the right 

Regenersis’s discount rates the rates used [sic] are in line with published data (a 
little bit more prudent).” 

Under the same heading, the Original Goodwill Paper stated as follows: 

“This spreadsheet had been agreed to PY, and this calculation is not updated 
in 2014 as no significant difference [sic] expected” 

A3.2. Both the AQR Version of the Goodwill Paper and the Original Goodwill Paper 

presented discount rates (where available) for the same 28 companies 

(including Regenersis). However: 

A3.2.1. the columns for 2011 and 2012 (columns K to Q) were hidden 

in the AQR Version of the Goodwill Paper; 
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A3.2.2. the AQR Version of the Goodwill Paper did not contain a 

column titled “WACC per WIkiWealth.com” (column F in the 

Original Goodwill Paper); and 

A3.2.3. the AQR Version of the Goodwill Paper contained the following 

additional columns (columns G to I): 

A3.2.3.1. “Discount rate Post tax 31.12.13”; 

A3.2.3.2. “Discount rate Pre-tax 31.12.13”; and 

A3.2.3.3. “Discount rate Pre-tax 30.06.14”. 

All discount rates in these columns were highlighted in green to 

indicate that they had been agreed to the latest published 

financial statements. 

The AQR Version of the Goodwill Paper contained the following table which 

presented discount rates for three additional companies (two software 

companies, ARM Holdings and COLT Group SA, and one logistics company, 

Computacenter plc): 

Software: ARM Holdings 10% 

 COLT group SA 9.50% 

Logistics: Computacenter plc 11-15% 

These rates were from financial statements signed in February and March 

2014. 

A4. In summary, therefore, the AQR Version of the Goodwill Paper: 

A4.1. had the relevant tab highlighted in red; 

A4.2. set out an explanation of work carried out under the heading “KPMG audit 

work” at the top of the tab; 

A4.3. stated that work was conducted to obtain discount rates for Regenersis’s 

competitors and key customers and agreed to their latest published financial 

statements; 



 

Legal02#95016889v6[LXC03] 161 

A4.4. set out discount rates as at 31 December 2013 for Regenersis’s competitors 

and key customers; 

A4.5. contained a table which calculated and set out the median, lower quartile and 

upper quartile of these discount rates; and 

A4.6. contained a table which presented discount rates for three additional 

companies. 
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APPENDIX B: 

EXAMPLES OF PASSAGES FROM THE NOTES NOT INCORPORATED INTO THE MINUTES 
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 Mr Meehan’s Notes Mr Wright’s Notes  Mr Kitchen’s Notes 

Notes on the Canada Meeting [No examples] [No Notes] “not had an offer on $4.8m, therefore should not be held 

on balance sheet (IAS 18)” 

 “PY netted off other creditors, but no longer there” 

 “processes + handbooks” 

“where should we present” 

“not cash backed” 

“email draft seems fine” 

“no contractual clawback” 

“roll forward to Dec16 actual results” 

“cash came in on EMAAR” 

“better year” 

“no material issues” 

“Caribbean provision 

→ unbadged element $3-5 million” 

“Group reporting 

– formal end of next week” 
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 Mr Meehan’s Notes Mr Wright’s Notes  Mr Kitchen’s Notes 

Notes on the AFC Meeting “ECGD” 

“for 2017 – Dm1.9bn (secured,  DM3bn forecast 

(Edmund)” 

“forecast margins are rising – now 6% rather than 2-3%” 

“NYU  […]  

 – PTG subcontract claims issue 

 – DLA” 

“Hard Rock – hole in ground. Water” 

“Jalila  – PCOC 3 hoped for this week. 

 – stopped moving.” 

“NYU released” 

“Al Jalila could be settled by H1. AFC are hoping. Had TLC 

signed off” 

[No Notes] “New work […] 

→  Lu Lu mall” 

“New York […] 

→  280m Dirams [sic] for contractor (PGT) claim, 

arbitration process ongoing, statement of claim 

from them end of Feb, Carillion to respond Jul-17 

→ PGT contract gave them risks which is not normal 

but they signed” 

“Al Jalila → waiting for taking over certificate” 

“City walk avenue → agreed + settlement” 

“EMAAR […] 

→  all bonds released 

→ confident sub-contractor accruals are accurate” 

Notes on the Oman Meeting [No Notes] “Alistair” [in the list of participants] 

“Court Complex, [illegible]” 

“100% complete” [under “Majlis, Oman”] 

“80% [illegible]” [under “Majlis, Oman”] 

“try and wrap everything up in 12 months” 

“Overall claims on [illegible]” 

“Majilis claim 143m 12m more than booked” 

“6m OMR across portfolio” 

“Muscat – Dec-14” 

“Opera House […] asked for 9m” 

“would want 6 OMR provision” 

“Botanic garden […] remedials only 150k” 
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 Mr Meehan’s Notes Mr Wright’s Notes  Mr Kitchen’s Notes 

Notes on the MENA Meeting “strain over Qatar (AFC wanted to get in)” 

“Adam Green on board so better as Richard H gone” 

“Avenue Phase II settled, at traded amount. (Have to be 

tough on subbies)” 

“5.2% → 3.2% = in ‘15” 

“AFC – market is picking up. Volumes and margin. Need 

to trade to sensible level. Oman is biggest concern.” 

“400m Saudi Riyal” 

[No Notes] “Msheireb […] 

→  being tough on contractors’ final accounts (not 

factored into margin) 

 […] 

→ 5.2%” 

“Convention centre  

→  Large claims trade £35-40m claim ←   

 (£200M entitlement) 

→ 89 weeks late 

→ they are responsible for design 

→ subcontractor recovery” 

“EMMAR [sic] → 22m Dirahms [sic] of cash” 

“USA […] 

→ slow in certifying work 

→ 400m Saudi Riyal” 
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APPENDIX C: 

EXAMPLES OF PASSAGES IN THE MINUTES FOR WHICH NO CONTEMPORANEOUS DOCUMENTARY SOURCE RELATING TO THE MEETINGS HAS BEEN 

IDENTIFIED 
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Row no. Minutes  Versions Passage (NB passages in curly brackets are given for context only) 

1.  Canada Version 1 onwards “[KPMG] to assess whether the Compass Canada requires a post balance sheet event disclosure note.” 
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Row no. Minutes  Versions Passage (NB passages in curly brackets are given for context only) 

2.  Canada Version 2 onwards “KPMG Canada have reviewed the updated model (cost reduction and revenue increase) and challenged management on the assumptions within this model.” 
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Row no. Minutes  Versions Passage (NB passages in curly brackets are given for context only) 

3.  Canada Version 3 onwards “1 Introduction 

[KPMG partner] gave an overview of the audit process undertaken in reaching the following conclusions for the benefit of the client and the group audit team (GAT). He confirmed 

that the risks remained concentrated around contract claims and this remained the most significant risk. He confirmed that the sample of contracts discussed with Peter during his 

visit aligned to the year end sample and the key contract matters arising were the subject of this meeting. 

As in previous years, [KPMG partner] confirmed that the approach aligned to the wider group – the team had attended a sample of the local Business Unit Review (“BUR”) meetings 

during the year, attended site visits (with Peter) pre year end and subsequently performed detailed substantive testing.” 
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Row no. Minutes  Versions Passage (NB passages in curly brackets are given for context only) 

4.  Canada Version 3 onwards “2 Key Audit Matters 

2.1 {Alberta Roads} 

[…] KPMG Canada was not comfortable with the total level traded given, as Emma noted, that the historical provision for these carried in Canada had been released. PNM noted 

that some additional provision seemed to be carried in Caribbean restructuring which could notionally be allocated in this case at a group level. [KPMG partner] proposed to report 

this as an unadjusted audit difference so the GAT could consider allocation of provision.” 

 

 

 

5.  Canada Version 3 onwards “2 Key Audit Matters 

[…] 

{2.2 Ontario Roads  

[…] AR had increased by some $20M in FY15 to $68M} – [KPMG partner] challenged management on the collectability of this balance. {Further evidence was needed for the 

discussions with MTO} which Emma agreed to provide.” 

6.  Canada Version 3 onwards “2 Key Audit Matters 

[…] 

{2.3 Exceptional Items} 

[…] KPMG Toronto had considered the Canada “fit for the future” costs only and asked the GAT to further consider the appropriateness of the Caribbean provisions […] 

{During FY16 management reassessed the future earnings and revised forecasts for Rokstad and Outland downward which led to a decrease in deferred consideration of $28m.} 

KPMG Toronto were comfortable with this assessment.” 

7.  Canada Version 3 onwards “Outstanding Matters 

[…] 

The GAT subsequently confirmed with KPMG Canada that these matters had been resolved and they were not reported in the finalized group reporting.” 
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Row no. Minutes  Versions Passage (NB passages in curly brackets are given for context only) 

8.  Canada Version 3 onwards “Other Matters 

[…] 

The GAT noted that the other matters were closed out and not highlighted in Canada’s reporting” 

9.  AFC Version 2 onwards “{EMAAR settlement 

AED 217m added to cash} and the settlement will now put AFC in a position to win new work with the client going forwards.” 

10.  AFC Version 2 onwards “{Property valuation  

Reversal of prior year impairment of AED 14.95m. EY to use a valuation team to assess AFC’s valuation but AFC have used a recognised valuer} so no issues anticipated when EY’s 

expert reviews the valuation work undertaken.” 

11.  AFC Version 3 onwards “{General Discussion on AFC} 

[…] 

Contract sample planned had not changed significantly and the approach to contract work remained consistent with previous years – in particular site visits and attendance at key 

management meetings throughout the year” 

12.  AFC Version 3 onwards “{General Provisions} 

[…] 

EMAAR settled in year at a loss but this is considered one-off because (1) to get cash in and (2) EMAAR are becoming significantly more active in the region (including around the 

creek) and AFC needed to settle to start winning new business. 

TOS noted that the new provisions were a step increase reflecting the historical experience of the EMAAR settlement and appeared reasonable.” 

13.  AFC Version 3 onwards “{Other matters} 

PNM asked […] whether AFC’s traded positions overall and level of caution/optimism in the region were comparable to others in his experience. [Tony/TOS] confirmed that 

compared to others in his region – AFC were “in the pack”. The region generally suffered (as well known) from a difficulty in collecting cash from clients which translates in lengthy 

periods to settle claims. All of that said, [Tony/TOS] did confirm positively to PNM’s questioning around AFC’s systems and processes around contract management which he 

confirmed were better than most.” 
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Row no. Minutes  Versions Passage (NB passages in curly brackets are given for context only) 

14.  Oman Version 1 onwards “{Majlis} 

Ongoing discussions with the client regarding recoverability of claims (including disruption)” 

15.  Oman Version 1 onwards “{Muscat Airport} 

[…] 

[…] WIP greater than one year is around 10m OMR [(around £20m)] and management are focussing on ensuring this is agreed/collected” 

16.  Oman Version 2 onwards “Background 

[[Someone? Simon?]/KR] gave an update on the macro-economic situation in Oman[, referring to the oil price amongst other factors]. Certain projects delayed but new $3bn loan 

by government to finance projects considered “borrow to invest”. 2017 budget shows reduction in spend at $45 a barrel. PDO client is going very well – 4 ½ year extension, $70m 

per year, pays well (services side). Good margin @ 4.1%. 

[[KPMG partner]] took the opportunity to confirm that the significant risk remained around the recoverability of contract balances & claims – some of which were old. Clearly this 

was symptomatic in the region but [KPMG partner]] still ensured the sample of contracts assessed was appropriate in the context. As in previous years, the work included a series 

of site visits and attendance of a sample of local management meetings, in addition to the final substantive work completed in arriving at KPMG Oman’s conclusions. ([The GAT/RK] 

noted this was in line with the discussions and instructions as issued to KPMG Oman).” 

17.  Oman Version 2 onwards “Audit matters 

[KPMG partner] noted that the majority of construction work in the country was complete and issues were concentrated on settling legacy positions. 

As such he asked [[Carillion person]/KR] to run through the key contract positions.” 

18.  Oman Version 2 onwards “{Muscat Airport} 

[…] 

[…] a change of consultant by the customer should result in certification” 
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Row no. Minutes  Versions Passage (NB passages in curly brackets are given for context only) 

19.  Oman Version 2 onwards “{Legal case (Bar Al Jissah) – middle of December – 30 days to challenge – heard nothing to date}. [[KPMG partner]] noted that an opinion was outstanding but expected to be able 

to issue draft reporting (pending this matter) to the GAT shortly. 

[[KPMG partner]] noted that these positions appeared reasonable in context and management was not trading aggressively in his experience in the region. 

PNM asked Khalid if the GAT could cover other regions in MENA with him on a separate call which was agreed. 

There were no other matters to discuss and the meeting closed. 

20.  Oman Version 3 onwards “{Muscat Airport} 

PNM commented he had visited the site in the prior year and it was almost complete then. KR confirmed again that there were no problems on this contract – it was just another 

example of the lengthy process to finalise and settle contract provisions. [KPMG partner] confirmed that this was the case and in his view this was reasonably stated, and reflective 

of the region overall.” 

21.  MENA Version 1 onwards “PASI 

● Contract is nearly complete.  

● Carillion require approximately 62m OMR (around £30m) - this amount has been submitted to the client.” 

22.  MENA Version 1 onwards “OCEC 

● Contract is nearly complete. 

● Carillion require approximately 105m OMR (around £50m) – this is currently being traded at around 20% and the final account is to be submitted in late Q1 of 2017.” 

23.  MENA Version 1 onwards “[KPMG/PNM] challenged [the management] [on the traded/whether the end out] margin of 3.2% [was still achievable]” 

24.  MENA Version 2 onwards “[Khalid/KN] gave an overall update on the positions since [Peter’s/PNMs] discussions in November and the site visits in July last year.” 

25.  MENA Version 2 onwards “{Provisions – [Khalid/KN] confirmed he had 114 DR provisions in AFC, £6m in Oman and £4m in the central MENA consol} – this was on top of the back-to-back subcontractor 

positions and designed to cover the portfolio risk.” 

26.  MENA Version 2 onwards “{Other matters – in Saudi [Khalid/KN] noted there was a risk on a local hospital build but it was relatively immaterial} (RK noted that Saudi was out of scope for the GAT). PNM 

also asked about UKEF deals – [Khalid/KN] confirmed that none had occurred in the year but there were options in the pipeline.” 

27.  MENA Version 3 onwards “{Richard Howson (Group CEO) was very involved.}, and PNM agreed that he had heard evidence of this from RH himself.” 
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Row no. Minutes  Versions Passage (NB passages in curly brackets are given for context only) 

28.  MENA Version 3 onwards “PNM acknowledged that [KPMG partner] had confirmed that he was happy with these contracts but PNM just wanted more flavour as he realised from his visit to those sites last 

year that they were large jobs and trading well. There followed a discussion on both with KN acknowledging they had both become more challenging in 2016 but that the traded 

positions were fair overall.” 
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APPENDIX D: 

PASSAGES IN THE MINUTES ADDRESSING ISSUES RAISED BY AQR 
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Issue (as more fully 

described above) 

Minutes in which 

issue is addressed 

Versions in which 

issue is addressed 

Passage Source relating to the 

Clearance Meetings 

Controls and BURs Canada Version 3 onwards “… the team had attended a sample of the local Business Unit Review (“BUR”) meetings during the year, attended site 

visits (with Peter) pre year end…” 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

None identified: see 

row 3 in Appendix C 
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Issue (as more fully 

described above) 

Minutes in which 

issue is addressed 

Versions in which 

issue is addressed 

Passage Source relating to the 

Clearance Meetings 

AFC Version 3 onwards “PNM asked… whether AFC’s traded positions overall and level of caution/optimism in the region were comparable to 

others in his experience. [Tony/TOS] confirmed that compared to others in his region – AFC were “in the pack”. The 

region generally suffered (as well known) from a difficulty in collecting cash from clients which translates in lengthy 

periods to settle claims. All of that said, TOS did confirm positively to PNM’s questioning around AFC’s systems and 

processes around contract management which he confirmed were better than most.” 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

None identified: see 

row 13 in Appendix C 
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Issue (as more fully 

described above) 

Minutes in which 

issue is addressed 

Versions in which 

issue is addressed 

Passage Source relating to the 

Clearance Meetings 

Contract selection Canada Version 3 onwards “[KPMG partner] gave an overview of the audit process undertaken in reaching the following conclusions for the benefit 

of the client and the group audit team (GAT). He confirmed that the risks remained concentrated around contract claims 

and this remained the most significant risk. He confirmed that the sample of contracts discussed with Peter during his 

visit aligned to the year end sample and the key contract matters arising were the subject of this meeting.” 

 
 
 
 
 
 
 
 
 
 
 
 
 

None identified: see 

row 3 in Appendix C 
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Issue (as more fully 

described above) 

Minutes in which 

issue is addressed 

Versions in which 

issue is addressed 

Passage Source relating to the 

Clearance Meetings 

AFC Version 3 onwards “contract sample planned had not changed significantly and the approach to contract work remained consistent with 

previous years – in particular site visits and attendance at key management meetings throughout the year.” 

 
 
 
 
 
 
 
 
 
 

None identified: see 

row 11 in Appendix C 

Oman Version 2 onwards “[KPMG partner] took the opportunity to confirm that the significant risk remained around the recoverability of contract 

balances & claims – some of which were old. Clearly this was symptomatic in the region but [KPMG partner] still ensured 

the sample of contracts assessed was appropriate in the context. As in previous years, the work included a series of site 

visits and attendance of a sample of local management meetings, in addition to the final substantive work completed 

in arriving at KPMG Oman’s conclusions. ([The GAT/RK] noted this was in line with the discussions and instructions as 

issued to KPMG Oman).” 

None identified: see 

row 16 in Appendix C 

Provisions Canada Version 3 onwards “KPMG Canada was not comfortable with the total level traded given, as Emma noted, that the historical provision for 

these carried in Canada had been released. PNM noted that some additional provision seemed to be carried in 

Caribbean restructuring which could notionally be allocated in this case at a group level. [KPMG partner] proposed to 

report this as an unadjusted audit difference so [Mr Kitchen] could consider allocation of provision.” 

None identified: see 

row 4 in Appendix C 
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Issue (as more fully 

described above) 

Minutes in which 

issue is addressed 

Versions in which 

issue is addressed 

Passage Source relating to the 

Clearance Meetings 

AFC Version 3 onwards “EMAAR settled in year at a loss but this is considered one-off because (1) to get cash in and (2) EMAAR are becoming 

significantly more active in the region (including around the creek) and AFC needed to settle to start winning new 

business. 

TOS noted that the new provisions were a step increase reflecting the historical experience of the EMAAR settlement 

and appeared reasonable.” 

None identified: see 

row 12 in Appendix C 

Oman Version 2 onwards “[KPMG partner] noted that these positions appeared reasonable in context and management was not trading 

aggressively in his experience in the region.” 

None identified: see 

row 19 in Appendix C 

Version 3 onwards “PNM commented he had visited the site in the prior year and it was almost complete then. KR confirmed again that 

there were no problems on this contract – it was just another example of the lengthy process to finalise and settle 

contract provisions. [KPMG partner] confirmed that this was the case and in his view this was reasonably stated, and 

reflective of the region overall.” 

None identified: see 

row 20 in Appendix C 

MENA Version 2 onwards “{Provisions – [Khalid/KN] confirmed he had 114 DR provisions in AFC, £6m in Oman and £4m in the central MENA 

consol} – this was on top of the back-to-back subcontractor positions and designed to cover the portfolio risk.” 

None identified: see 

row 25 in Appendix C 
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Issue (as more fully 

described above) 

Minutes in which 

issue is addressed 

Versions in which 

issue is addressed 

Passage Source relating to the 

Clearance Meetings 

Group reporting and 

site visits 

Canada Version 3 onwards “The GAT subsequently confirmed with KPMG Canada that these matters had been resolved and they were not reported 

in the finalized group reporting. 

[…] 

The GAT noted that the other matters were closed out and not highlighted in Canada’s reporting.” 

None identified: see 

rows 7 and 8 in 

Appendix C 

Oman    

Version 3 onwards “PNM commented he had visited the site in the prior year and it was almost complete then. KR confirmed again that 

there were no problems on this contract – it was just another example of the lengthy process to finalise and settle 

contract provisions. [KPMG partner] confirmed that this was the case and in his view this was reasonably stated, and 

reflective of the region overall.” 

None identified: see 

row 20 in Appendix C 

MENA Version 2 onwards “[Khalid/KN] gave an overall update on the positions since [Peter’s/PNMs] discussions in November and the site visits 

in July last year.” 

None identified: see 

row 24 in Appendix C 

Version 3 onwards “Richard Howson (Group CEO) was very involved., and PNM agreed that he had heard evidence of this from RH himself 

[…] 

PNM acknowledged that [KPMG partner] had confirmed that he was happy with these contracts but PNM just wanted 

more flavour as he realised from his visit to those sites last year that they were large jobs and trading well. There 

followed a discussion on both with KN acknowledging they had both become more challenging in 2016 but that the 

traded positions were fair overall.” 

None identified: see 

rows 27 and 28 in 

Appendix C 

Challenge of 

management 

Canada Version 2 onwards “{KPMG Canada have reviewed the updated model (cost reduction and revenue increase)} and challenged management 

on the assumptions within this model.” 

None identified: see 

row 2 in Appendix C 

Version 3 onwards “[KPMG partner] challenged management on the collectability of this balance.” None identified: see 

row 5 in Appendix C 

MENA Version 1 onwards “[KPMG/PNM] challenged [the management] [on the traded/whether the end out] margin of 3.2% [was still 

achievable]” 

None identified: see 

row 23 in Appendix C 
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