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Is more always better?

1. Change: UK FRC! mandated expanded auditor’s report

2. Horse Race: First (published) large-sample archival evidence on expanded
auditor’s report

i Investor Reaction, Audit Fee, Audit Quality
Finds no results

!Financial Reporting Council






Purpose of ISA 700

ISA 700: The Independent Auditor’s Report on Financial Statements

Applies to: Premium-listed equity issuers on LSE Main Market

Purpose:

e Reinforce the auditor’s role in the UK's stewardship model
e Complement corporate governance reforms and audit committee disclosure rules

e Increase transparency and decision-usefulness of the audit report



Purpose of ISA 700

ISA 700: The Independent Auditor’s Report on Financial Statements

Applies to: Premium-listed equity issuers on LSE Main Market

Key Requirements Added:

1. Describe risks of material misstatement with greatest effect on the audit
2. Disclose materiality thresholds and how they were applied

3. Explain scope of the audit and its alignment with identified risks



SURPRISE: UK Audit Committee Report (2012 Code Revision)

Introduced by: UK Corporate Governance Code (October 2012)
Applies to: Premium-listed companies (on a comply or explain basis)

Key disclosures:

1. Significant financial reporting issues and how they were addressed
2. Assessment of external auditor effectiveness

3. Approach to appointing/reappointing the auditor and safeguarding independence



Report of the auditors to the members

of Unilever N.V. and Unilever PLC

We have audited the accounts, which have been prepared
under the historical cost convention, set out on page 66 to
112, 118 to 133 and 135 to 136. We have also audited the
auditable part of the directors’ remuneration report as set
out on page 60.

Respective responsibilities of directors and auditors
As described on pages 63 and 64, the directors are
responsible for preparing the Annual Report & Accounts
and Form 20-F. This includes responsibility for preparing
the accounts in accordance with applicable accounting
standards. Our responsibility is to audit the accounts in
accordance with applicable law, auditing standards and
listing rules in the Netherlands and United Kingdom.

We report to you our opinion as to whether the accounts
give a true and fair view and are properly prepared in
accordance with Title 9, Book 2 of the Civil Code in the
Netherlands and the United Kingdom Companies Act 1985.
We also report whether the auditable part of the directors’
remuneration report is properly prepared in accordance with

tha annlirahln ramniramante in tha Natharlande and tha

We planned and performed our audit so as to obtain all
the information and explanations which we considered
necessary in order to provide us with sufficient evidence

to give reasonable assurance that the accounts and the
auditable part of the directors’ remuneration report are free
from material misstatement, whether caused by fraud or
other irregularity or error. In forming our opinion we also
evaluated the overall adequacy of the presentation

of information in the accounts.

Netherlands and United Kingdom opinion

In our opinion, the accounts give a true and fair view of

the state of affairs of the Unilever Group, Unilever N.V. and
Unilever PLC at 31 December 2002 and of the profit, total
recognised gains and cash flows of the Group for the year
then ended. In our opinion the accounts of the Unilever
Group, and of Unilever N.V. and Unilever PLC respectively,
have been properly prepared in accordance with Title 9,
Book 2 of the Civil Code in the Netherlands and the United
Kingdom Companies Act 1985. In our opinion, the auditable
part of the directors’ remuneration report has been properly
prepared in accordance with the applicable requirements in
the Netherlands and the United Kingdom.

2002 Unilever Audit Report



6. Our determination of materiality

The scope of cur audit was influenced by our application of materiality. We set quantitative thresholds and overlay qualitative considerations to
help us determine the scope of our audit and the nature, timing and extent of our procedures, and in evaluating the effect of misstatements, both
individually and in the aggregate, on the financial statements as a whole.

€450m whatwe mean

(FY22: €380m) A quantitative reference for the purpose of planning and performing our audit.
: m

Materiality for the Basis for determining materiality and judgements applied

Croup Financial
Statements as a whole

Materiality for the Group financial statements as a whole was set at €£450m (FY22: £380m). This was determined with
reference te a benchmark of Group’s normalised PBTCO.

Consistent with FY22, we determined that Group’'s normalised PBTCO remains the main benchmark for the Group.
We consider profit before tax, excluding certain identified items, as a key indicater of performance and the basis for
earnings, and therefore the primary focus of a reasonable investor. We have inspected analyst consensus data and
other investor commentary for signals of alternate significant influencers of ecenomic decisions. Ne revisions to our
calculation methodology resulted therefrom.

To reflect the Group’s normalised PBTCO, we have normalised the profit before tax benchmark by excluding the
one-off profit from the sale of the Suave brand and the one-off loss from the sale of Dollar Shave Club brand.

our Group materiality of €£450m was determined by applying a percentage to the Group's normalised PBTCO. When
using a benchmark of Group's normalised PBTCO to determine overall materiality, KPMG's approach for public
interest entities considers a guideline range of up to 5% of the measure. In setting Group materiality at planning, we
determined materiality using the forecast of Group’s normalised PBTCO. This represents 5.06% (FY22: 4.8%) of the
final Group's normalised PBTCO value. We considered the materiality amount for the financial statements as a
whole and concluded that it remained appropriate.

Materiality for the Parent Company financial statements as a whole was set at £295m (FY22: £296m), determined
with reference to a benchmark of Parent Company total assets,of which it represents 0.4% (Fy22: 0.4%).

2023 Unilever Enhanced Audit Report - Materiality



5. Our ability to detect irregularities, and our response

Fraud - Identifying and responding to risks of material misstatement due to fraud

Fraud risk assessment

To identi ks of material misstatement due to fraud (“fraud risks”) we assessed events or conditions that could
indicate an incentive or pressure to commit fraud or provide an opportunity to commit fraud. Our risk assessment
procedures included:

= Enquiring of directors, the Audit Committee, internal audit and inspection of policy documentation as to the
Group’s high-level policies and procedures to prevent and detect fraud, including the internal audit functien, and
the Group’s channel for “whistleblowing”, as well as whether they have knowledge of any actual, suspected or
alleged fraud.

Reading Board and Audit Committee minutes.

Censidering remuneration incentive schemes and performance targets for directors.

Using analytical procedures to identify any unusual or unexpected relationships.

Using our own forensic prefessionals with specialised skills and knowledge to assist us in identifying the fraud
risks based on discussions of the circumstances of the Group.

Risk communications

We communicated identified fraud risks throughout the audit team and remained alert to any indications of fraud
throughout the audit. This included communication from the group to in-scope component audit teams of relevant
fraud risks identified at the Group level and request to in-scope component audit teams to report to the Group
audit team any instances of fraud that could give rise to a material misstatement at Group.

Fraud risks

As required by auditing standards, and taking into account possible pressures to meet performance targets, we

performed procedures to address the risk of management override of controls and the risk of fraudulent revenue

recognition, in particular:

» the risk that Group and component management may be in a position to make inappropriate accounting entries;
and

» the risk that revenue is materially overstated due to fraud through manipulation of the off-invoice rebate accrual
recognised.

The fraud risk in relation to revenue recognition - rebates is included as a Key Audit Matter as peritem 4.1.

2023 Unilever Enhanced Audit Report - RMM



STRATEGIC REPORT CORPORATE GOVERNANCE FINANCIAL STATEMENTS

Report of the Audit Committee

In addition to ourreporting
and control responsibilities,
we focused this year onrisks
relating to cyber security,
supply chain resilience and
data privacy.

Adrian Hennah
Chair of the Audit Committee

On behalf of the Audit Committee, | am pleased to present We dedicated time and resources to enhancing our
the Committee’s report for the vear ended 31 December 2023, understanding of the Group’s continuously evolving

2023 Unilever Audit Committee Report



Report of the Audit Committee

Committee membership and attendance

Attendance
Adrian Hennah Chair 8/8
Susan Kilsby 8/8
Judith Hartmann (member up to and
including 2 May 2023 ) 5/5
Hein Schumacher (member up to and
including 2 May 2023) 5/5
Ruby Lu (member from 3 May 2023) 3/3

The Audit Committee is comprised only of independent Non-
Executive Directors with a minimum requirement of three such

members. The Audit Committee was chaired by Adrian Hennah.

The other Committee members are Susan Kilsby, and Ruby Lu
who was appointed in July 2023 replacing Judith Hartmann
who transitioned to another committee. Hein Schumacher
was appointed to become CEO of Unilever as of July 2023.

The Board is satisfied that the members of the Audit
Committee are competentin financial matters and have
recent and relevant experience. For the purposes of the US
Ssarbanes-Oxley Act of 2002, Adrian Hennah is the Audit
Committee’s financial expert.

All relevant matters arising are brought to the attention
of the Board.

Committee Reviews

To help the Committee meet its oversight responsibilities,
focused knowledge sessions are organised for committee
members throughout the year. In 2023, sessions were held

to review the impact of cost inflation, a review of group litigation,
sustainability reporting and M&A performance and plans.

In addition, Committee members visited the local businesses
in the US, Argentina, Brazil, and the Netherlands providing
them with an insight into local market challenges and local
risk and control management. In Brazil special focus was given
to existing tax liabilities, please refer to note 19 and 20 on
page 219-220. In Argentina management’s approach to the
challenges arising from the hyperinflationary economic
context was focused on, and in the Netherlands the
Committee spent time to understand the capabilities of the
new R&D center co-located within the local University campus
in Wageningen.

The Committee also received presentations from management
and held discussions on the business's risk management

2023 Unilever Audit Committee Report



Timeline (DiD: Sep 2011-Sep 2015)

FRC proposes UK Code + FRC finalizes Expanded report FRC post- IAASB issues PCAOB adopts CAMs effective
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Study period: Sep 2011-Sep 2015
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Questions asked

* Does expanded audit affect decision usefulness for equity markets?
e Does expanded audit affect audit cost?

* Does expanded audit affect audit quality?

13



Econometric Design

Main Difference-in-Differences Model:

><
DEPVAR.t = o+ 1POSTi.t + ADOPT;.q + 3(POST;;; ADOPT;.()+ jCONTROLS; ¢ + IndustryFE + "¢

Key Definitions:

= POSTj;t = 1 for fiscal years ending after Sept 2013
= ADOPT;;; = 1 for premium-listed firms (treated group)

= Interaction captures treatment effect of expanded audit report

Robustness and Complementary Analyses:

= Bootstrap standard errors (1,000 replications)
= Firm fixed effects (omit ADOPT;.¢)

« Pre-post only among treated firms

14



Operationalization of Key Variables

e Investor Reaction — ABRET;;: Sum of 3-day absolute abnormal returns around report
filing date vs LSE market.

e Investor Reaction — ABVOL;;: log(event-period volume / estimation-period volume),
scaled by shares outstanding.

e Audit Cost — FEES;;: Natural log of total audit fees from financial statement notes.

e Audit Quality — DACCR;;: Absolute discretionary accruals from modified Jones model,
scaled by avg. assets.

e Controls — Firm Characteristics: log(MKT), ROA, LOSS dummy, MTB, LEV
e Controls — Audit Environment: BIG4 dummy, GCO opinion, USLIST dummy
e Controls — Timing/Market: Filing delay (LAG), beta (BETA)

Control set adapted from Carcello & Li (2013). 1
5)



Cross-Sectional Test: Report Content Variation

Premium Firms Only — Heterogeneity by Disclosure Features:

><
DEPVAR;.t = ¢+ 1POSTi;; + REPORT.DISCL;;¢ + 3(POST;;y REPORT.DISCL;.{)+ jCONTROLS; ¢ + IndustryFE + ;.

Disclosure Variables (REPORT_DISCL,;.¢):

* LENGTH: Auditor's report word count exceeds sample median
= NRISKS: Number of disclosed risks exceeds median
= NRISKSAUD: Number of unique auditor-only risks (not in audit committee report) exceeds median

= MATPERC: Materiality as % of total assets exceeds median

Goal: Identify whether more detailed, risk-specific, or transparent audit disclosures affect investor reaction, audit fees, or audit quality differently
across firms.
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