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One of EY’s top accountants left the
partnership this month, just six days
before UK regulators announced an
investigation into the Big Four firm’s
audits of Shell, which he had led for
fouryears.

GaryDonald, who became lead partner
on the Shell audit in 2021, exited theEY
partnership on December 9, according
to a filing at theUK’s corporate registry
thisweek.
Shell said in a stock market
announcement in July that the lead
auditor on its 2023 and 2024 accounts
had exceeded the period allowedunder
strict rotationrules setbyUSregulators,
meaninghehadnotbeeneligible to lead
thework.
London’s third most valuable listed
company added that EYhad concluded
that the firm had also exceeded time
limits under UK partner rotation rules.

The UK’s Financial Reporting Council
said thismonth that itwas investigating
EY’s audit of Shell’s 2024 accounts,
including whether partner rotation
ruleshadbeenbreached.
The rotation rules are designed to
ensure that auditors remain independ-
ent of the companies whose accounts
they check and generally limit senior
auditors to working for five or seven
consecutiveyearsonaclient.
People familiar with the matter said
that during an internal review EY had
found that elements of Donald’s work
before he took over as partner with
overall responsibility for the Shell audit
hadaffectedhiseligibility in lateryears.
Donald, a 31-year veteran of the firm,
had been EY’s global oil and gas assur-
ance leader since 2014, according to his
LinkedInprofile.
He was promoted to partner in 2007
and was a respected figure in the firm,
where he went on to audit companies

includingminer BHP, which had an oil
businessat the time.EYdidnot respond
toarequest forcommentor toquestions
over whether Donald still worked with
the firminanycapacityafter leaving the
partnership. Donald did not respond to
requests forcomment.
The audit of Shell, one of the most
lucrativeon theFTSE100,hasbeencar-
ried out byEY for almost a decade. The
firmwaspaid$66mnfor itswork for the
energymajor in 2024and$264mnover
thefouryearsDonaldwas leadauditor.
Shell said in July that EY had
informed the energy group’s audit and
risk committee that its opinions on the
company’s financial statements and
effectiveness of internal control over
financial reporting for 2023 and 2024
couldnolongerbereliedupon.
The investigation announced by the
FRC last week had been opened after a
decision by its conduct committee in
October.Shelldeclinedtocomment.
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criminals and spreading falsehoods,”
Della Valle said. “This is the sixth
investigation by the same prosecutor
targeting the luxury sector. The whole
systemis inperil.”
Only weeks later Storari placed Tod’s
and three of its executives under inves-
tigationforsuspected labourabuses.
At the breakfast event Carlo Capasa,
president of industry lobby groupCam-
eraDellaModa, said that “only” 30,000
workers out of the 600,000 employees
in the Italian luxury supply chain were
“irregular”, meaning that they were
workingwithouta legalcontract.
Capasaaddedthatheandothersenior
industry figures had been working on
new protocols to help brands ensure
theywereworkingwith suppliers certi-
fiedannuallybyathirdparty.
Industry moves come alongside
politically initiated reforms. The Italian
Senate approved a first package of
measures for the fashion sector in
October, including the establishment of
a production chain certification system
tohelp improvetraceability.
“We are taking concrete measures to
firmlydefend Italian fashion,”Urso, the
minister, said in October. “We have a
duty to protect the Made in Italy label
and to make it stronger, including in
termsof legality,”headded.
The prefecture of Milan, a local
branch of the interiorministry, has also
been looking to formulate a common
framework of best practice and to
establish a centralised database where
suppliers can upload certification
documents. But participation is
optional.Critics sayvoluntarypactswill
do little to combat the structural issues
thatgiverise to labourabuse.
“Adatabaseorsysteminplace isgood,
but at the end of the day that’s ulti-
mately a smokescreen that protects the
companies,” said Michael Posner, pro-
fessor of ethics and finance at the Stern
School of Business at NewYorkUniver-
sity. “The brands want to say they are
doing the right thing without funda-
mentally changing their business
model.”
Two luxury executives said themain
problem was that the inherent limita-
tions of audits meant that if a supplier
was determined to outsource without
tellingthem, itwasverydifficult tostop.
Some luxury companies, such as
Zegna, Chanel and Hermès, have tried
to insulate themselves from subcon-
tracting by buying someof their suppli-
ers outright. Others, like Brunello
Cucinelli, pay suppliers above-average
rates, arguing that accepting a lower
margin is the only way to limit supply
chainrisks.
The spotlight has now turned on
Storari, the combative prosecutor going
after the leading lights in a nationally
cherished industry— forwhomreputa-
tion isparamount.
Storari has led important investiga-
tions, notably into Mafia infiltration of
football hooligan groups, for which he
ended up under police protection, and
takes a particular interest in labour
exploitation cases. He has criticised the
business models of food delivery plat-
forms.
Hisapproachtohisworkmakeshima
divisive figure in Italy: somecommenta-
tors have commended Storari’s initia-
tives, while others say he is pursuing an
aggressivepoliticalagenda.
Last month the prosecutor struck a
defiant note, telling aMilan conference
that “the state should be proud” of his
work rooting out bad actors in the lux-
ury world, as he signalled he had no
intention of backing down. “Somemay
saywehave[goneoverboard]orthatwe
makeuptherules . . . butcartacanta.”
Rough translation? Evidence is
evidence.

conditions, startingwithprices that are
too lowtocoverall costs”.
“That, in turn, fuels a systeminwhich
first-tier suppliers turn to subcontrac-
tors, imposing ever more stringent
terms, which leads to labour abuses,
most often againstmigrants. It’s a chain
ofexploitation,”sheadded.
Dior and Armani said the relation-
ships uncovered between their suppli-
ers and Chinese-owned subcontractors
thatwere found tohaveexploitedwork-
ers were rare glitches in otherwise
robustsystemsofcontrol.
Investigations found thatworkersat a
supplier toLoroPianawerepaidas little
as a few euros a day and forced towork
up to90hoursaweek inunsafe,unsani-
taryconditions.
The LVMH-owned cashmere brand,
which said it had cut ties with the sup-
plier on the basis that it violated its
labour code by subcontracting, was
placedintoaone-yearcourtadministra-
tion to address shortfalls in its supply
chain. Loro Piana is not under criminal
investigationand theorderwill be lifted
if it complies with legal requirements
before the 12-month deadline given by
the court. Dior andArmani had similar
restrictionsplacedonthemliftedearly.
At a breakfast event during Milan
FashionWeek in September,many lux-
ury executives complained that the
investigationshadblownsmall issues in
theirsupplychainsoutofproportion.
Less than a month later, Della Valle
brokecover toattackStoraripersonally,
saying that the prosecutor “should be
ashamed” of the damage hewas inflict-
ingonthecountry’s luxury industry.
“It is absolutely inexcusable for the
prosecutor towake up one day and tar-
nish [our] reputation, treating us like

companies’ written permission to sub-
contract, but the brands embroiled in
the investigations all say they did not
give consent and errant suppliers went
behindtheirbacks.
Diego Della Valle, founder and chair
of luxuryshoeandbagmakerTod’s, said
in October that it was the supplier’s
responsibility to inform them “if it
handsoffpartsofproduction to subcon-
tractors, but if they hide it from
us . . . thatwillescapeour[audits]”.
Italy’s luxury suppliers are often
small, artisanal businesses based in the
countryside and working to exacting
deadlines.
Deborah Lucchetti, national co-ordi-
nator of the Clean Clothes Campaign in
Italy, said suppliers “are at themercy of
big brands that impose commercial

charged by luxury brands has created
an assumption that their wares are
made by highly skilled, fairly paid
artisans. But like fast-fashion retailers,
luxury brands outsource some produc-
tion—whether that be a zip for a bag or
the stitching on adress— to third-party
manufacturers.
Strong demand for luxury goods over
the past two decades, especially from
Chinese consumers, has placed increas-
ing strain on manufacturers, pushing
someof themtooutsourcemoreof their
production.Thoseunderlyingpressures
were exacerbated by a surge in demand
duringthepandemic-eraboom.
In Italy, where there is no national
minimumwage,workers are at particu-
lar riskofbeingexploited.Under Italian
law contractors are required to obtain
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The“MadeinItaly” labelhas longbeena
byword for sophisticatedcraftsmanship
and ameans of selling someof themost
expensive dresses, handbags and shoes
money can buy. In 2025, its reputation
asamarkofquality for luxurygoodshas
comeunderunprecedentedthreat.
Labour issues in Italy’s fashionsupply
chain have been an open secret for
years. But neither the brands, nor their
customers,appearedtopaymuchatten-
tion to media reporting on allegations
that some of the workers producing
haute couture were being paid a pit-
tance.However a recent series of inves-
tigations instigated by Milanese prose-
cutor Paolo Storari — targeting some of
themost powerful names in the indus-
try, including Loro Piana, Dior, Tod’s
andArmani—has turned a fringe issue
intoanationalscandal.
Senator Adolfo Urso, the minister of
enterprise and Made in Italy, declared
in October that “the reputation of our
brands isunderattack”.
In court documents filed last year,
prosecutors said they uncovered a sys-
tem of exploitation “so entrenched and
proven [that it could] be considered
part of a broader business policy exclu-
sivelyaimedat increasingprofit”.
The authorities’ inquiries are ongo-
ing. Prosecutors this month named 13
luxurybrands, includingGucci,Versace
and Yves Saint Laurent, it suspected of
subcontracting to manufacturers that
exploited migrant workers in Italy.
None of those brands is under formal
investigation.As the number of investi-
gations, raids and chargesmount,most
brand executives are either on the
defensiveorrefusingtocommentatall.
But industry association Confindus-
tria Moda said it was “gravely
concerned” about the growing media
spectacle, which risked inflicting “an
unjustified and profound damage” on
theItalian luxurysector.
While the fast fashion industry has
becomesynonymouswithallegationsof
labour exploitation, the high prices

Scandal dents ‘Made in Italy’ label’s reputation
Milan prosecutor’s crackdown on alleged labour abuses in nationally cherished sector poses big questions for fashion elite

Celebrated
brands
including
Giorgio Armani
and Gucci have
been examined
during a
probe into
subcontracting
that has dealt a
blow to the
‘Made in Italy’
quality mark,
below —Giuliano Berti/
Alessia Pierdomenico/
Bloomberg

‘Prices that
are too low
to cover
[suppliers’
costs fuel a
system that]
leads to
labour
abuses,
most often
against
migrants.
It’s a
chain of
exploitation’


