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The Competition Commission’s provisional findings report over  

“Statutory audit services for large companies’ market inquiry” 

The Confederation of Swedish Enterprise (Svenskt Näringsliv), Sweden’s largest business federation 

and FAR, the Institute for the Accountancy Profession in Sweden are responding to your invitation to 

comment on the Competition Commission’s Notice of possible remedies (The Notice) based on the 

provisional findings report over “Statutory audit services for large companies’ market inquiry”.  

Our comments are limited to remedies number 1 and 2 in the Notice, i.e. mandatory tendering and 

mandatory rotation of audit firm. Our recommendation to the Competition Commission is to consider 

the implementation of a Nomination Committee in the UK Code of Corporate Governance, which in 

our opinion is a better alternative than mandatory tendering and firm rotation.  

Mandatory tendering and mandatory rotation of audit firm 

We have with great interest studied the part of the report which discusses the principal-agent 

relationship between the shareholders and the auditor.  It was noted that the Competition 

Commission’s provisional finding is that shareholders in the UK are not active in the process of 

selecting and appointing auditors, and mainly follow recommendations from the company 

management to make their decision in this matter. We have also noted the various reasons the 

Competition Commission have listed as reasons for the present situation, and that the Competition 

Commission has classified the situation as an adverse effect on competition.  

Our position is that shareholders’ involvement in appointing and dismissing a company’s auditor shall 

be strong, but also that it is the fundamental right of the owners to make the decisions in the process of 

evaluating and appointing the auditor. We believe there are other and more efficient ways of getting 

shareholders engaged than by mandatory tendering and firm rotation, as suggested by the Competition 

Commission in remedies number 1 and 2 in the Notice. We are of the opinion that the continued 

development of Nomination Committees will be more useful for the purpose of improving the 

shareholders’ engagement in the audit, than what can be achieved by mandatory tendering and rotation 

of audit firm. There are also, as far as we are aware, no analyses or international experiences to show 

that firm rotation or mandatory tendering increases the competition within the audit market for larger 

entities. 

The Swedish Corporate Governance Code (the Code) states, on a comply or explain basis, that all 

companies listed on a regulated market shall have a Nomination Committee, for which one of the tasks 

is to propose candidates for the Board and also the auditor candidate. The shareholders’ meeting shall 

appoint the members of the Nomination Committee or specify how they are to be appointed.  The 



Code states that the Nomination Committee is to promote the interests of all shareholders. The Code 

also specifies how the Nomination Committee shall be composed, for example that a majority of its 

members must be independent of both the company and its executive management.  

The purpose of the Nomination Committee in Sweden is to ensure that the decisions made at the 

shareholders’ meeting, on the election of the Board members, as well as the auditor, are prepared in a 

structured and clearly-stated process, governed by the shareholders, and thus providing the 

shareholders with conditions for well-informed decisions. Regarding the appointment of the auditor, 

the Swedish Companies’ Act also requires the Audit Committee to assist in the preparation of 

recommendations to the General Meeting regarding decisions of appointing the auditor.  

It is our belief that a system with a Nomination Committee, appointed by the shareholders in order to 

guide the shareholders in their decision to evaluate and appoint the auditor, is superior to a mandatory 

tendering and rotation process in meeting the objective of engaged shareholders. This system also 

secures the shareholders’ right to determine when it is appropriate to appoint a new auditor or renew 

the current auditor’s term of office.  

We have previously marked the same position in our comments to the EU Commission. Our 

recommendation to the Competition Commission, as already stated in the introduction of this letter, is 

to consider the implementation of a Nomination Committee in the UK Code of Governance, which in 

our opinion is a better alternative than mandatory tendering and firm rotation. We actually think that a 

Nomination Committee, as developed in the Swedish corporate governance, can also play an 

important role for corporate governance in the UK.  

We will be pleased to provide you with any further information you may require on the Swedish 

system of shareholders’ nomination committees. A general overview of the Swedish Corporate 

Governance system can be obtained from the following link (election of Auditors and of the 

Nomination Committee is described on pages 16-18.): 

http://www.corporategovernanceboard.se/media/8980/special_features_or_swedish_corporate_govern

ance_av_sven_unger.pdf.  
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