Al INSIGHT LAB — THE DEPLOYMENT MEMO May 25, 2026

The EY-Microsoft Alliance

When Your Auditor Becomes Your Al Vendor — The Governance Gap You Must Close.

The Deployment Memo — Al Insight Lab | May 25, 2026



Background

A $1B+ deal. EY as Client Zero. Microsoft Al inside 160,000 audit engagements.



01 — BACKGROUND

EY committed $1B+ to sell Microsoft Al — using its own 400,000-person
deployment as the proof.

. May 21, 2026: EY and Microsoft announce $1B+ joint initiative over five years. Microsoft Forward Deployed Engineers + EY industry professionals in
integrated client teams.

« EY as"Client Zero": deployed Copilot to 150,000 employees, claimed 15% productivity boost, now scaling to 400,000+ via Microsoft 365 E7: The Frontier
Suite.

« EY Canvas — used by 130,000 Assurance professionals across 160,000 audit engagements — now runs a Microsoft Azure/Foundry/Fabric multi-agent
framework.

« Finance: 95% faster lead times, 37%+ cost reduction. Tax: 90% manual workload reduction via Azure Al Document Intelligence.

« Announced 4 days after OpenAl Deployment Company (Bain, McKinsey, Capgemini as founding partners). Two Big 4 ecosystems, two Al vendors, ten
days.

« EY-Parthenon (strategy), Consulting, Tax, and Assurance — all service lines are in scope of the alliance.



Decision Required

Two different conflicts. Consulting and audit require different responses.



02 — DECISION REQUIRED

Does your governance framework cover an auditor who is also a $1B+ Al
vendor partner?

For consulting engagements: EY technology recommendations may now systematically favor Microsoft products due to commercial alignment — below
the level where standard conflict paperwork applies.

For audit engagements: EY Canvas runs Microsoft Al on your audit file. Your audit committee approved an auditor whose delivery methodology is now
tied to a $1B+ Microsoft commercial partner. That is a disclosure event — not a procurement issue.

The "Frontier Firm" framing (EY/Microsoft language for enterprises adopting Al at scale) is vendor-constructed category pressure delivered by an
institution with fiduciary adjacency to your board.



03 — OPTIONS

Four paths forward.

Option A
Continue without modification

Rely on EY's professional stan-
dards self-governance. Lowest fric-
tion, highest reliance on EY to man-
age its own conflict.

Option B

Request formal conflict dis-
closure across all active en-
gagements

Require written disclosure of alliance
scope, commercial incentives, and
FDE involvement. For audit: disclose
to audit committee which Al tools are
in EY Canvas on your file.

Option C

Require documented mul-
ti-vendor evaluation on Al
strategy work

At least one non-Microsoft platform
evaluated against a standard rubric.
Exclude Microsoft-aligned FDEs from
vendor selection workstreams.

Option D

Segment by service line — dif-
ferentiated governance for au-
dit vs. consulting

Audit: audit committee briefing on Al
tool use in delivery. Consulting: treat
as vendor-funded advisory with con-
flict disclosure requirements.



04 — RECOMMENDATION

Option C + D. Structural documentation, not ad hoc disclosure.

For consulting: require documented multi-vendor evaluation. Exclude Microsoft-aligned FDE teams from vendor selection workstreams. Retain access to EY
industry expertise.

For audit: brief your audit committee chair — not procurement — on EY Canvas's Microsoft integration and what that means for your statutory audit independence
assessment.

Update advisory engagement terms to require disclosure of commercial Al vendor alliances at engagement initiation, not on request.

Build internal Al technical capacity sufficient to challenge an EY architecture recommendation. The conflict does not make EY's advice wrong — it makes
independent review mandatory.

Treat this as a pattern response, not a one-time EY response. Deloitte (Microsoft), PwC (Google Cloud), KPMG advisory alignments are all moving in the same
direction.



05 — RISKS

Four material risks.

1.
Systematic Microsoft bias in advisory recommendations
EY professionals who have deployed and measured Microsoft Al internally will

default to those tools in client engagements — below formal conflict disclosure
thresholds.

3.
"Frontier Firm" framing as vendor-constructed pressure

The category is defined by a firm with $1B+ incentives to accelerate Microsoft
adoption. Enterprises that accept the frame without independent analysis may

commit to Microsoft infrastructure at a scale that forecloses meaningful alternatives.

2.

Audit independence exposure in regulated industries

IESBA, SEC, and national independence standards may require audit committee
disclosure when auditor's delivery tools are provided by a $1B+ commercial part-
ner. Whether the threshold is crossed requires external legal review — not EY's
judgment.

4.
Pattern risk: the Big 4 advisory ecosystem is structurally realigning
EY-Microsoft follows Bain/McKinsey/OpenAl in ten days. Deloitte and PwC have

parallel alignments. Governance updated only for EY will face the same renegoti-
ation with the next announcement.



06 — QUESTIONS YOUR TEAM SHOULD BE ANSWERING

Six questions — two for procurement, two for the audit committee, two for your Al governance
team.

For active EY Al engagements: does EY's engagement documentation disclose the Microsoft alliance terms — and has your Al governance function reviewed
that disclosure?

For audit: has your audit committee been briefed on which Al tools run in EY Canvas on your specific audit file and what EY's oversight methodology covers?

Do your advisory engagement terms require disclosure of Al vendor commercial alliances — and if not, has legal been instructed to add that language to the
next EY renewal?

For any Al architecture EY recommended: is there documented evidence of non-Microsoft alternatives evaluated by a party without a Microsoft commercial
alignment?

Has your Al governance policy been updated to address the systematic realignment of Big 4 firms with Al vendors — or does it still treat external advisory as
independent technology evaluation?

For Financial Services, Healthcare, or Government: has external legal counsel reviewed whether the EY-Microsoft alliance creates auditor independence
disclosure obligations under applicable standards?
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