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Summary of the main observations and areas for further consideration 
 

1 Summary of the main observations and areas for further consideration 

The overall objective of the EU audit reform was to improve the integrity of financial 
reporting and introduce new responsibilities - responsibilities for auditors, audit 
committees and regulators. The EU Commission encouraged regulators to engage with 
audit committees and help make them aware of their new responsibilities and more 
prominent role. An EU level audit committee survey was prepared by the CEAOB 
(Committee of European Auditing Oversight Bodies) with the primary objective of helping 
authorities better understand how audit committees are operating and what difficulties 
they are facing in carrying out their responsibilities. 
 
For these reasons Financial Supervisory Authority (FIN-FSA) and Finnish Patent and 
Registration Office (PRH) carried out an audit committee survey in spring 2019 on 
grounds of the CEAOB questionnaire. This report presents the results of the survey. The 
survey was conducted as a self-assessment. Due to this approach the results may tend 
to represent more the positive than the negative. 
 
The report provides a summary of the 122 responses, observations made by the 
authorities and some references to related literature. This report is being published in 
order to assist audit committees and boards of directors to reflect on their compliance 
with the new legislation and their practices in comparison with their peers. 
 
Based on the survey results FIN-FSA and PRH wish to draw attention to the following 
areas. 
 

  Note to the reader: The tasks of the audit committee can be conducted by a distinct audit  
  committee, by another body or the board of directors of the audited entity. Note that in the  
  report “audit committee” refers to all of these options when applicable.  

 
Audit committees are to support the decision-making and efficient working of the 
board of directors 
Audit committees' enhanced role does not decrease or remove the responsibilities of the 
board of directors. Audit committees should ensure that the board of directors makes 
decisions on a well informed and independent basis. Moreover, concentrating the 
oversight of financial reporting and audit related matters with audit committees is 
intended to make the work of boards of directors more efficient. 
 
Increased demand for audit committee expertise and independence 
The results of the survey show that almost all distinct committees have at least some 
competence in accounting or auditing, and that the majority of the members are 
independent of the entity. 
 
In connection with the increasing complexity of financial reporting and audit regulation, it 
is vital that audit committees have appropriate technical expertise in accounting and 
auditing. Audit committee members should be able to make their own sound, objective 
and independent decisions and judgments and be able to positively influence the quality 
of financial reporting and audit. Although the legal requirements in this area don’t apply to 
the board of directors carrying out the audit committee tasks, the ability to properly fulfil 
the audit committee responsibilities should be carefully considered even on those boards. 
 
Effective audit committees have clearly defined procedures 
The results of the survey show that the audit committee responsibilities are handled in 
many different ways. Some audit committees had clear procedures for all audit committee 
tasks, while other audit committees appeared to operate in a less structured manner. 
 
In connection with the increasing number of audit committee responsibilities, detailed 
enough terms of reference help to clarify audit committee roles and responsibilities, as 
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well as the relationship and communication with the board of directors, management, 
internal and external auditors, as well as other parties. Furthermore, the terms of 
reference should reflect the entity’s business and operational characteristics. The boards 
of directors carrying out audit committee tasks are also recommended to have effective 
and efficient processes for handling these responsibilities. 
 
Audit committees play a key role in the selection of the auditor 
Audit committees have an important role in the selection process of the auditor. The 
selection procedure should be transparent, non-discriminatory and conducted in a fair 
manner. Audit committees should assess tenders from an audit quality perspective and 
that assessment should be used in the selection of the auditor. The results of the survey 
show that the responsibilities are in general recognized by audit committees. 
 
Audit committees should monitor the auditor's performance and independence on 
a regular basis 
Several specific obligations, which derive from the Audit Directive and the Audit 
Regulation on PIE audits highlight the auditor's independence. The results of the survey 
show that audit committees carry on their monitoring responsibilities in various ways. 
 
Audit committees should review and monitor the auditor's performance and 
independence on a regular basis. For example, non-audit services provided by an auditor 
should be reviewed and monitored. Audit committees are encouraged to meet the auditor 
and ensure independence issues are discussed as part of the agenda. Effective 
communication between audit committees and auditors is vital for the fulfilment of these 
requirements. 
 
Audit quality indicators serve as a tool for audit committees in the selection and 
monitoring of the auditor 
One of the overall objectives of the EU audit reform was to improve audit quality. Audit 
committees are encouraged to consider having a set of audit quality indicators (AQI) 
which they could use to engage with auditors on audit quality matters. The audit quality 
indicators are quantitative measures of particular aspects of the audit, for example, the 
experience of the engagement team, partner/manager involvement, and the audit hours 
by Key Audit Matters. The objective of the audit quality indicators is to provide more in-
depth information about factors that influence audit quality. 
 
Audit committees play an important role in contributing to the integrity of financial 
reporting 
The results of the survey show that the audit committees could take a more active role in 
monitoring the financial reporting process, for example in determination of alternative 
performance measures (APMs), which often form an essential part in the reporting of an 
entity’s financial performance. To fulfil its oversight responsibilities, the audit committee 
must be able to question and analytically and independently assess decisions made by 
the operative management. Based on their monitoring role, audit committees should also 
submit recommendations to the board to ensure the integrity of the financial reporting 
process. 
 
Biggest challenges for audit committees relate to continuously changing 
legislation and to workload 
From the entities participating in the survey, over two thirds described challenges related 
to their work. The biggest challenges of the audit committees relate to keeping up with 
changing legislation, including IFRS. In addition, audit committees struggle with the 
workload and optimal and reasonable time consumption related to it. Furthermore, 
keeping up with operational matters, risk management and digitalization, cybersecurity 
and GDPR cause challenges. The detailed distribution of the responses is presented 
below. Multiple answers were permitted. 
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The increasing legislation and rapidly changing economic environment make the duties of 
the audit committees more demanding in terms of workload and time management. More 
complex issues and the changing operating environment require in-depth knowledge of 
financial reporting as well as the business and the industry to ensure the validity and 
accuracy of financial reporting of an entity. 
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2 Background 

 The EU audit reform 

The 2014 audit reform was implemented to enhance trust in the financial information of 
companies. The reform consists of the Audit Directive (the AUD) and the Audit Regulation 
(the AUR). The AUD has been implemented into national law and it sets out the 
framework for statutory audits, public oversight and cooperation between authorities. The 
AUR is enforceable as law in all EU member states containing specific requirements for 
the statutory audits of public interest entities (PIEs) which are listed companies, credit 
institutions and insurance undertakings. 
 
Strengthened role of the audit committees 
The new audit legislation underlines the importance of the role of the audit committees. 
Many requirements that have previously been seen as best practice are now enforceable 
law and therefore have a different status than previously. The audit committee is now 
instrumental in enhancing trust in the statutory audit and in financial information 
generally. 
 
Based on the new audit legislation, the audit committee shall, for example, continue to 
- monitor the financial reporting process; 
- monitor the effectiveness of the undertaking's internal quality control, risk 

management systems and, where applicable, its internal audit; 
- monitor the independence and work of the auditor. 
 
Furthermore, the new audit legislation contains new responsibilities for audit committees. 
The audit committee shall, for example, 
- review and monitor the appropriateness of the provision of non-audit services, and 

where applicable, issue guidelines with regard to non-audit services; 
- prepare the appointment of statutory auditors or audit firms according to a specific 

procedure; 
- receive an additional report for the audit committee from the statutory auditor. 
 
Changes in the supervisory framework 
The European Securities and Markets Authority (ESMA) is an independent EU Authority 
that contributes to safeguarding the stability of the European Union's financial system by 
enhancing the protection of investors and promoting stable and orderly financial markets. 
One of the objectives of ESMA is to promote, through supervisory cooperation, the 
uniform application of the IFRS thus enhancing comparability and transparency in 
financial reporting. FIN-FSA is a member of ESMA. 
 
The Committee of European Auditing Oversight Bodies (CEAOB) is the new framework 
for co-operation between national audit oversight bodies at EU level. By facilitating 
supervisory convergence, the CEAOB contributes to the effective and consistent 
application of EU audit legislation throughout the EU. PRH is a member of the CEAOB 
and its mission is to enhance audit quality through auditor oversight and general 
guidance. 
 
New supervisory tasks relating to market monitoring 
The objective of the EU audit reform was to enhance audit quality and promote 
competition in the audit market. Based on the AUR, national competent authorities 
(NCAs) shall monitor the development in the market for providing statutory audit services 
to PIEs and shall in particular assess the following: 
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(a) the risks arising from high incidence of quality deficiencies of a statutory auditor or 
an audit firm, including systematic deficiencies within an audit firm network, which 
may lead to the demise of any audit firm, the disruption in the provision of statutory 
audit services, whether in a specific sector or across sectors, the further 
accumulation of risk of audit deficiencies and the impact on the overall stability of the 
financial sector; 

(b) the market concentration levels, including in specific sectors; 
(c) the performance of audit committees; 
(d) the need to adopt measures to mitigate the risks referred to in point (a). 

 
The NCA responsible for auditor oversight is to collect information on these factors. Every 
three years, the EU Commission draws up a market monitoring EU-wide report. The 
CEAOB collects the information from NCAs and reports on the compiled results to the EU 
Commission. The aggregated results of the Finnish survey (2019) have already been 
reported to the CEAOB by PRH. The next monitoring report will be available on EU 
Commission's website later this year. 
 
PRH is the NCA responsible for the monitoring tasks in points (a), (b) and (d) of the 
above-mentioned provision whereas FIN-FSA is the NCA for monitoring and assessing 
the performance of audit committees in accordance with point (c) as stipulated in the Act 
on the Financial Supervisory Authority1. Furthermore, as a prudential supervisor of credit 
institutions and insurance companies, FIN-FSA has sector-specific supervisory 
responsibilities in relation to the reliability of the governance of the supervised entities. 
This area was not covered by the survey. 

  

                                                
1 Section 50i 
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 How was the audit committee survey designed? 

The objective was set at the EU level 
The first market monitoring report2 from the EU Commission concluded that most NCAs 
have very little experience in monitoring the audit committees’ activities and performance. 
It suggested that the NCAs should start engaging with audit committees, making audit 
committee members aware of their new responsibilities and more prominent role. 
Therefore, the CEAOB launched an EU-wide audit committee survey to help national 
regulators better understand how audit committees are operating and what difficulties 
they are facing in carrying out their new responsibilities. 
 
FIN-FSA and PRH carried out the survey in Finland in collaboration. The survey was 
seen as an opportunity to start engaging with PIE audit committees and boards of 
directors. Furthermore, the survey was seen as an opportunity for the audit committees 
themselves to reflect at general level their compliance with the new legislation and their 
practices in comparison with their peers. 
 
In Finland the aim was to reach the majority of the PIE audit committees  
There are about 420 individual PIEs in Finland. Some groups of entities (especially credit 
institutions) include several individual PIEs. The survey was sent to audit committees or 
the board of directors of 142 PIEs or PIE groups including nearly all equity issuers, major 
credit institution groups and pension insurance companies as well as some other 
insurance companies and some bond issuers. The target group represented a large 
proportion of the PIE groups and was therefore expected to give a fair insight into the 
functioning of the audit committees in Finland. 
 
Survey questions focused most on audit committee tasks related to the auditing 
The survey was conducted as an electronic questionnaire in spring 2019. The 
questionnaire is to be found in Appendix 2. 
 
The questions in the survey addressed the following topics: 
 
- Information about the respondent (e.g. business line, market value and audit 

committee contact details) 
- Audit committee composition and skills 
- Interaction with the administrative or supervisory body 
- Monitoring auditor independence including the provision of permitted NAS 
- Auditor selection process 
- Oversight of the audit function 
- Oversight of the financial reporting process 
- Oversight of the internal quality control and risk management systems 
- Implementation of new IFRS standards, biggest challenges for the audit committees 

and interaction with supervisory authorities. 
 
The core survey was coordinated at the EU level and therefore the questions have not 
been modified to the legal framework in Finland. The AUD requirements provide, 
however, insight and background on the national legislation, even if it is not directly 
enforceable law as the AUR. 
 
The survey was conducted as a self-assessment 
The survey was conducted as a self-assessment. Due to this approach the results may 
tend to represent more the positive than the negative. The responses have not been 
verified but with a few fact-based matters, the responses were corrected when necessary 
(e.g. the category of the entity). 

  

                                                
2 https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52017DC0464  

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%253A52017DC0464
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Most questions had response options and a text box 
Responses to questions posed were graded 1 – 4 as follows: 
1. Yes 
2. Yes, partly 
3. No 
4. Not applicable 
 
The audit committees were invited to use, when applicable, the text boxes underneath 
each question to provide clarifications and comments. 
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 Who responded to the survey? 

The survey was answered by representatives of 122 entities. The response rate was high 
at 86%. 
 

 
*) The group of non-listed entities includes all other entities except equity issuers. 
 
 
In question 42 the respondents were asked to describe how the audit committee had 
processed the survey. 
 
The majority of the respondents (80% of 122 respondents) explained the responding 
process. In most cases (over 90%) the responses were prepared by the audit committee 
or the audit committee chair in cooperation with the secretary of the committee or 
member of the management. In some cases (13%) the audit committee chair and, in a 
few cases (8%), the CFO or someone else from management was the respondent. In 
other words, the responses were in most cases directly prepared by the audit committee 
or the audit committee chair and thus the responses can be seen to genuinely represent 
the views of the audit committees. 
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 The audit committee event in September 2019 

The purpose of the event organized by FIN-FSA and PRH was to meet up with Finnish 
audit committees for the first time from the perspective of the audit legislation and to 
increase awareness of the authorities’ work. The preliminary results of the survey were 
presented. The keynote speaker was Annette Köhler from Germany, audit committee 
member/chair of various audit committees and Professor of Accounting, Auditing and 
Controlling, who presented her views on the role of audit committees and good practices. 
The presentation material from the event is available on the websites of FIN-FSA and 
PRH.3 
 

 
 

 
 
Photos by Paula Ojansuu. 

  

                                                
3 
https://www.finanssivalvonta.fi/contentassets/720374915f934030ae5f34735eed8f3e/audit_committee_event_20092019.p
df 
https://www.prh.fi/stc/attachments/tilintarkastusvalvonta/Audit_Committee_Event_20092019.pdf 

https://www.finanssivalvonta.fi/contentassets/720374915f934030ae5f34735eed8f3e/audit_committee_event_20092019.pdf
https://www.finanssivalvonta.fi/contentassets/720374915f934030ae5f34735eed8f3e/audit_committee_event_20092019.pdf
https://www.prh.fi/stc/attachments/tilintarkastusvalvonta/Audit_Committee_Event_20092019.pdf
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 How to read the report? 

 

Example of how the survey results are presented in the report: 
 

Biggest challenges in the work of audit committees 
 

Legal reference 
Not applicable to this question 

 
Summary of responses 

The summary below presents the responses from 71 respondents. Multiple answers were 
permitted. 

 
From the entities participating in the survey, over two thirds (66%) described challenges 
related to their work. The biggest challenges of the audit committees relate to keeping up 

with changing legislation, including IFRS. In addition, audit committees struggle with the 
workload and optimal and reasonable time consumption related to it. Furthermore, keeping 
up with operational matters, risk management and digitalization, cybersecurity and General 

Data Protection Regulation (GDPR) cause challenges. 
 

Respondents gave comments such as the following (direct quotations): 
- "Implementation of new reporting standards and regulations. Implementation timelines 

are usually tight and require extensive analysis and implementation efforts by Audit 
Committee and management." 

- "Time management and increasing regulation causing broader agenda." 

- "The main challenges for the committee are understanding the future operating models 
in the sector and its impact on the company's processes, and being able to monitor the 
governance model and critical processes through the organization structure covering 

all key entities." 
- "The committee needs to understand the business well enough to understand where 

the risks are and what is reachable.” 

- "It is important to understand the business and the risks of the company, follow the 
changes in the regulation environment and based on previous, build the ability to 
understand the meaning and implications to the company of constant changes in the 

regulation environment." 
 

Seven respondents answered that there had been no major challenges for the audit 

committee. Six of these respondents were mid or small cap entities. The respondents did 
not explain why the audit committee had not encountered any major challenges. 
 

Observations 
The increasing legislation and rapidly changing economic environment make the duties of 
the audit committees more demanding in terms of workload and time management. More 

complex issues and the changing operating environment require in-depth knowledge of 
financial reporting as well as the business and the industry to ensure the validity and 
accuracy of financial reporting of an entity. 

 
References to related literature 

 
Not applicable to this question 

References to 
specific articles 
in the AUD and 

the AUR. The 
text presented 
may only be an 
extract of the 

relevant 

paragraph. 

The specific question, 
number of responses 

and detailed results 
are presented in the 

graph. 

The results are 
summarized below the 

graph and a distribution 
of results per entity 
group is presented 

where relevant. 

Selected examples of 
descriptions given by 

the respondents are 
also presented to 

enlighten the matter. 

Observations made 

based on the 
results.  

References to related literature 
represent good practise in the 

addressed topic, but they do not 
constitute binding guidance to 

audit committees.  
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  Glossary of terms 

AC  Audit committee 
 
APM Alternative Performance Measure. An APM is a financial measure of historical 

or future financial performance, financial position, or cash flows, other than a 
financial measure defined or specified in the applicable financial reporting 
framework. ESMA has issued a guideline on APMs. 

 
AUD  Directive 2014/56/EU of the European Parliament and of the Council of  

16 April 2014 amending Directive 2006/43/EC on statutory audits of annual 
accounts and consolidated accounts, OJ L 157, 27.5.2014, p. 196. 

 
Audit committee tasks  Can be conducted by a distinct audit committee, by another body or the board 

of directors of the audited entity. Note that in the report “audit committee” refers 
to all of these from question 5 onwards. 

 
Audited entity  Entity (company, audit client), for which the statutory auditor is appointed to 

conduct statutory audit. 
 
Auditor In the report the term “auditor” refers to both an individual statutory auditor and 

an audit firm, if not indicated otherwise. 
 
AUR Regulation (EU) No 537/2014 of the European Parliament and of the Council of 

16 April 2014 on specific requirements regarding statutory audit of public-
interest entities and repealing Commission Decision 2005/909/EC, 
OJ L 158, 27.5.2014, p. 77. 

 
CEAOB  Committee of European Auditing Oversight Bodies 
 
CG code  Finnish Corporate Governance Code 
 
ecoDa  European Confederation of Directors’ Associations 
 
ESMA  European Securities and Markets Authority 
 
GDPR Regulation (EU) 2016/679 on the protection of natural persons with regard to the 

processing of personal data and on the free movement of such data, and 
repealing Directive 95/46/EC (Data Protection Directive) OJ L 119, 4.5.2016, p. 1 

 
FEE Fédération des Experts-comptables Européens (Federation of European 

Accountants), which has changed its name to Accountancy Europe in 2016. 
 
IASB  International Accounting Standards Board 
 
IFIAR International Forum of Independent Audit Regulators. IFIAR is comprised of 

independent audit regulators from 55 jurisdictions around the world. IFIAR’s 
mission is to serve the public interest, including investors, by enhancing audit 
oversight globally. 

 
IFRS  International Financial Reporting Standards 
 
IOSCO International Organization of Securities Commissions. IOSCO brings together 

the world’s securities regulators and is recognized as the global standard setter 
for the securities sector. 
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NAS  Non-Audit Services. Non-audit services are services other than statutory audit. 
 
NCA  National Competent Authority 
 
Non-listed entity In the report “the group of non-listed entities” includes all other respondents 

than equity issuers i.e. bond issuers and non-listed insurance companies and 
credit institutions. 

 
PIE Public Interest Entity, which refers to 1) a Finnish entity which has issued a 

share, bond or another security on a regulated market, 2) a credit institution, 
and 3) an insurance company. See Accounting Act Chapter 3 Section 9. 
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3 Audit committee composition, skills and independence 

 Body performing the audit committee functions 

Legal reference 
Art 39.1 of AUD 
Member States shall ensure that each public-interest entity has an audit committee. The audit 
committee shall be either a stand-alone committee or a committee of the administrative body or 
supervisory body of the audited entity. It shall be composed of non-executive members of the 
administrative body and/or members of the supervisory body of the audited entity and/or members 
appointed by the general meeting of shareholders of the audited entity or, for entities without 
shareholders, by an equivalent body. 
 
Art 39.2 of AUD 
Where an audit committee forms part of the administrative body or of the supervisory body of the 
audited entity in accordance with paragraph 1, Member States may permit or require the 
administrative body or the supervisory body, as appropriate, to perform the functions of the audit 
committee for the purpose of the obligations set out in this Directive and in Regulation (EU) No 
537/2014. 
 
Art 39.4 of AUD 
By way of derogation from paragraph 1, Member States may require or allow a public-interest entity 
not to have an audit committee provided that it has a body or bodies performing equivalent 
functions to an audit committee, established and functioning in accordance with provisions in place 
in the Member State in which the entity to be audited is registered. In such a case the entity shall 
disclose which body carries out those functions and how that body is composed. 

Summary of responses 

 
 
In about two thirds (65%) of the audited entities, i.e. in 79 respondents of 122, the board 
of directors has established a committee that carries out the audit committee functions. 
The committee is most often an audit committee, but in some entities it is another 
committee, for example a combined risk and audit committee. 
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The share of distinct committees was the following in different entity groups: 
- 100% in large cap listed entities; 
- 71% in mid cap listed entities; 
- 23% in small cap listed entities; and 
- 86% in non-listed entities. 
 
The non-listed entities indicated more often than the listed entities (14% vs 1%), that they 
had another committee, other than audit committee, that carries out the functions 
assigned to the audit committee. 
 

 
 
The size of the distinct audit committees was between two and five members. The results 
do not include other committees, for example risk and audit committees, because the 
tasks of other committees might be broader. The average number of members in distinct 
audit committees was 3,4. The average number of members in the different entity groups 
was: 
- 3,7 in large cap listed entities; 
- 3,3 in mid cap listed entities; 
- 2,9 in small cap listed entities; and 
- 3,6 in non-listed entities. 

 
Distinct audit committee respondents gave comments such as the following (direct 
quotations): 
- “Each member of the board of directors is entitled to take part in the  audit committee 

meetings at their discretion.” 
- “In addition to the audit committee members, the following persons participate in the 

audit committee meetings: Chairman of the board, the President and CEO, CFO, VP 
Group Controller, Group General Counsel (secretary of the AC), auditors, Chief 
Audit Executive (where applicable) and Chief Risk Manager (where applicable).” 

- “In addition to the 4 committee members there are 3 expert members who attend the 
meetings but do not have any role in decision making.” 

Observations 
Larger entities are more likely to have distinct audit committees than smaller entities. 
Within the sample of non-listed entities a high proportion had a distinct committee (86%). 
This may be because, even prior to the latest EU audit reform, the Act on Credit 
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Institutions highlighted the importance of audit committees and the audit and accounting 
competencies required by those committee members. 
 
Some respondents clarified that the board of directors had established a distinct audit 
committee after the reference period in the survey. As a result, the number of audit 
committees seems to be increasing in the long run. One reason could be that the new 
audit legislation has emphasized the role of the audit committee. Many requirements that 
have previously been seen as best practice are now enforced by law. 
 
The respondents answered that the size of the distinct audit committees was between 
two and five members. Several respondents clarified that in addition to the audit 
committee members, there are also a number of other persons present at the audit 
committee meetings. Certain management board members (for example the chief 
executive officer and the chief financial officer) attend the meetings. Based on the 
responses, all members of the board of directors were entitled to attend the meetings. 

References to related literature 

According to the new4 Finnish Corporate Governance Code (hereafter “CG code”) the 
committee must have at least three members. The fact that a board of directors only has 
a few directors may be a reason to depart from the recommendation regarding the 
minimum number of members.5 According to ecoDa6 the size of the audit committee 
typically varies depending on the business environment and organisational structure of 
the company. The extent of the responsibilities delegated to the audit committee varies 
depending on the aforementioned factors and also the management culture. EcoDa 
concludes that an audit committee size of between three and five members is generally 
most appropriate for reflecting enough expertise and perspective, but not being too big for 
efficient functioning. 
 

  

                                                
4 The amended CG Code came into force on 1 January 2020 
5 Securities Market Association 2020: page 33 
6 ecoDa 2011: page 10 
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 Competence in accounting or auditing 

Legal reference 

Art 39.1 of AUD 
At least one member of the audit committee shall have competence in accounting and/or auditing. 

Summary of responses 

The summary below presents the responses separately for distinct committee 
respondents (N=79) and for those respondents whose board of directors carry out the 
audit committee functions (N=42), as in Finland the competence requirement applies only 
to distinct committees. 
 

 
 
Almost all (97%) distinct committee respondents have, at least partly, competence in 
accounting and/or auditing. The share of Yes and Yes, partly responses in different 
entity groups was as follows: 
- 100% in large and mid cap listed entities; 
- 89% in small cap listed entities; and 
- 92% in non-listed entities. 
 
Almost 90% of the board of directors, performing audit committee functions, also 
responded that they have, at least partly, competence in accounting and/or auditing. It 
should be taken into account here, that from a purely legal perspective, the competence 
requirement of the Limited Liability Companies Act applies only to distinct committees. 
 
Yes respondents’ gave comments such as the following (direct quotations): 
- “Chairman of the audit committee is Certified Public Accountant who also has 

worked as CFO and is chairman of audit committee in other listed companies.” 
- “The Chairman of the Committee has acted as CFO in a large cap listed entity.” 
- “Chairman is former CFO and chairman of various other ACs.” 
- “One experienced CFO (large cap public co).” 
- “One retired CFO and one acting CFO.” 
- “One person is authorised public accountant.” 
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- “All audit committee members have extensive experience in corporate management 
and financial matters and therefore, considered to also to have competence in 
accounting and/or auditing.” 

 
Yes, partly respondents’ gave comments such as the following (direct quotations): 
- “Several members have competence in accounting. None was a certified accountant 

nor auditor, however.” 
- “The members have extensive experience on general accounting and financial 

management issues and financial reporting.” 
- “Several board members have a master’s degree in Business Administration.” 
- “Board members have accounting training, and Chairman has also practical 

experience.” 
 
Most of the No responses were given by small cap listed entities. 

Observations 

The competence in accounting and/or auditing is mostly in the hands of one member. 
The competence in accounting and/or auditing is most often obtained from practical 
experience as a CFO or as an authorised public accountant. Some respondents 
commented, that extensive experience in corporate management and financial matters 
are also considered as required competence. 
 
Based on the responses, the biggest challenges of the audit committees relate to keeping 
up with changing legislation, including IFRS. Accounting training is seen as a good 
practice to meet the challenges. The sufficient competence is the key for independent 
decision making by the audit committee. 

References to related literature 

The government proposal for the auditing act7 stated that the required competence would 
typically be obtained from acting as a chief financial officer, in other similar demanding 
financial administration positions or as an auditor. The AUD states that it is particularly 
important to reinforce the technical competence of the audit committee.8 The CG code 
states that in addition to sufficient expertise there should also be sufficient experience to 
be able to challenge the accounting and auditing function of the entity.9 
 
Referring to ecoDa, each audit committee should assess the adequate competence level 
from its point of view, taking into account the nature and complexity of the business and 
operational environment and what kind of challenges they bring to the financial reporting 
of the entity. EcoDa discusses its point of view regarding the competency requirement 
further: "A professional qualification from one of the professional accountancy bodies 
might be considered as an indicator of competence. But recent and relevant experience 
as a result of past employment in a significant financial/auditing role or one that included 
oversight responsibilities for financial reporting is highly desirable."10 
 
Federation of European Accountants - Fédération des Experts-comptables Européens 
(FEE) states in its publication that the one-member technical competency requirement in 
the directive is to be taken just as a minimum starting point for PIEs and they should not 
necessarily rely on just one audit committee member to have all the competence 
required. For example, in financial PIEs having only one member competent in 
accounting in general would not be adequate, as an actuary or a financial sector reporting 
expert would also be needed. An audit committee should also be free to obtain advice 

                                                
7 HE 70/2016 vp: page 49 
8 Directive 2014/56/EU, paragraph 24 
9 Securities Market Association 2020: page 35 
10 ecoDa 2011: page 8 
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and assistance from outside legal, accounting or other advisors as it deems necessary to 
carry out its duties, and should receive appropriate funding from the company to this 
effect.11 

  

                                                
11 FEE 2016: page 10 
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 Experience relevant to the sector 

Legal reference 
Art 39.1 of AUD 
The committee members as a whole shall have competence relevant to the sector in which the 
audited entity is operating. 

Summary of responses 

 
 
Respondents gave comments such as the following (direct quotations): 
- “Chairman is former CFO in industry and various other ACs.” 
- “The diversity principles include, among others, that the board composition shall 

include expertise from the geographical areas where the company conducts its 
business, the background profession of the board members shall include such 
competences that support realisation of the company's strategy and that enable 
board members to challenge management decisions and to exercise their role of 
having oversight.” 

Observations 
Almost all (98%) respondets answered that they have or have some experience relevant 
to the sector. The sector experience is clearly essential for the body/committee to fulfil 
their functions. The sector experience is also a key when assessing the substance of 
certain accounting treatments. For example the impact of the new IFRS about revenue 
recognition was different for different industries. 

References to related literature 

According to ecoDa, it is important to balance the competence in accounting/auditing with 
other experience relevant to the company and the sector.12 
 
FEE welcomes the development that the audit committee as a whole should have 
business and industry experience and competence and expects this requirement to 
increase the audit committees' understanding of industry specifics in terms of matters 
affecting financial reporting. Furthermore, FEE considers it important that the 

                                                
12 ecoDa 2011: page 10 
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shareholders would assess, at the nomination, if the audit committee fulfils this sector 
competence requirement.13 
 
For example in the financial sector, the European Central Bank (ECB) is responsible for 
approving the appointment of all members of the management bodies of the significant 
credit institutions that fall under its direct supervision. These bodies include the 
management function (executives) and the supervisory function (non-executives). 
According to the ECB, all members of the management body of the significant institutions 
are expected to possess, as a minimum, basic theoretical banking experience that allows 
them to understand the institution’s activities and main risks.14 
 

  

                                                
13 FEE 2016: page 10 
14 ECB 2018: page 10 
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 Independence from the entity 

Legal reference 
Art 39.1 of AUD 
A majority of the members of the audit committee shall be independent of the audited entity. The 
chairman of the audit committee shall be appointed by its members or by the supervisory body of 
the audited entity, and shall be independent of the audited entity. Member States may require the 
chairman of the audit committee to be elected annually by the general meeting of shareholders of 
the audited entity. 
 
Art 39.5 of AUD 
Where all members of the audit committee are members of the administrative or supervisory body 
of the audited entity, the Member State may provide that the audit committee is to be exempt from 
the independence requirements laid down in the fourth subparagraph of paragraph 1. 

Summary of responses 

The summary below includes only those respondents whose audit committee functions 
are performed by a distinct committee (N=79), as in Finland the independence 
requirement applies only to distinct committees. 
 

 
 
Yes respondents (94%) gave comments such as the following (direct quotations): 
- “All members are non-executive directors. The company also complies with the 

Finnish Corporate Governance Code without exceptions and assess independency 
annually, and when needed, and reports the results in Corporate Governance 
Statement.” 

-  “All members are independent of the entity. Three out of four members are 
independent of the significant shareholders.” 

- “All members of the Audit Committee are independent of the company and all except 
one member are independent of company's significant shareholders.” 

Observations 

Almost all (94%) respondents indicated that their committee members are independent of 
the audited entity. Only a small amount of the respondents answered Yes, partly (4%) or 
No (2%). Some of these answers indicated that all the audit committee members are 
independent of the entity, but not independent from the major shareholders. Over a third 
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of the responses described separately the independence from the entity and 
independence from the major shareholders. 
 
It is to be noted, that most of the respondents are required to follow the Finnish Limited 
Liability Companies Act. The independence requirement from the AUD is implemented 
there as follows: “An audit committee member cannot participate in the day-to-day 
management of the company or a company in the same group of companies.” 

References to related literature 

FEE discusses the concept of the independence of an audit committee member in its 
publication. According to FEE, the concept of independence is not easy to define due to 
lack of detailed description of the requirement. It is only stated in the directive that more 
than 50% of the audit committee should be independent. FEE continues bringing up the 
requirement for the two year cooling-off period for an active PIE auditor. An active PIE 
auditor should not become an audit committee member before two years has passed 
since he/she ceased to act as a statutory auditor or key audit partner in connection with 
the audit engagement. Apart from that, FEE concludes that neither the Directive nor the 
Regulation gives further clarification on what independence of audit committee members 
means.15 
 
FEE considers that the assessment of the independence of audit committee members 
should remain principles-based.16 
 

  

                                                
15 FEE 2016: page 11 
16 FEE 2016: page 11 
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 Independence from the management 

Summary of responses 

The summary below presents the responses from 85 respondents. Multiple answers were 
permitted. 
 

 
 
From the participants in the survey, 70% described actions performed to maintain 
independence from the management. About two thirds (65%) of these descriptions 
specified action or several actions that the audit committee had taken to ensure 
independence from management. The most commonly mentioned action was meeting 
the external auditor alone (41% of the responses) and closed audit committee meetings 
(31% of the responses). About a third (35%) of the descriptions did not indicate any 
specific actions. Some descriptions for example only indicated, that audit committee 
members are all independent from the entity. 
 
Respondents gave comments such as the following (direct quotations): 
- “Regular sessions with committee only as well as the committee and auditors only.” 
- “The audit committee holds sessions without management representatives in 

connection with every face-to-face committee meeting; the audit committee and its 
Chairman holds separate meetings with the auditors without management, as well 
as with Head of Internal Audit.” 

- “The audit committee has regularly closed meetings with the auditors and closed 
meetings with only audit committee members present. Also the final conclusions in 
the minutes of the meetings are discussed and written without the management and 
expert members.” 

- “The audit committee assesses the pre-reading material prepared by the company 
independently and critically and, every so often, initiates specific information 
requests and action points at its own discretion. Further, the audit committee also 
meets the company's statutory auditor at least once a year without the management 
being present.” 

-  “AC invite senior executives representing different functions (subordinates to top-
management) to the AC-meeting's in order to secure multiple views are reflected, 
reported and addressed. Also the AC perform discussion's/meeting's excluding top-
management.” 
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- “At the end of the meeting AC can have time to discuss the matters among 
themselves without the management.” 

- “The Audit Committee considers after each meeting whether a discussion without 
the management is needed. The Committee also discusses with the internal audit, 
the auditor and the compliance officer without the management, if needed.” 

- “The board has used external accounting support and diligent auditing by external 
auditor.” 

Observations 

To fulfil its oversight responsibilities, the audit committee must be able to make sound 
and unbiased decisions and recommendations. This requires in-depth competence in 
accounting/auditing. The audit committee must be able to challenge and analytically and 
independently assess decisions made by the operative management. To ensure 
independence, it is important to sometimes have separate meetings with only audit 
committee members. The audit committee should, when necessary, consult an external 
party, to be able to form an independent opinion of the decisions made by management. 
 
The action mentioned most often in the responses is closed meetings or meetings only 
with the auditor without the management being present. Only a small part of the 
descriptions included references to other measures. Use of external, independent experts 
would be one action to consider. 

References to related literature 

IOSCO17 states, that one of the good features of an audit committee member is to 
maintain professional scepticism and a questioning attitude towards the information 
received from management.18 
 
The audit committees frequently invite chief executive officers, other management and 
internal and external auditors to attend the meetings and give additional information 
insight. However, ecoDa underlines that their presence should not inhibit open discussion 
and challenging the decisions and judgements of management.19 Closed audit committee 
meetings is also one way to ensure the independence of the audit committee. 
 
If the auditor disagrees with management on any issues, the audit committee should gain 
an understanding of both positions to be able to form its own independent view. 20 
 
Audit committee members are not expected to be accounting experts, but they should 
seek explanation and advise that support the decisions made by management. For 
example if the accounting treatment chosen by the management does not reflect the 
audit committee’s understanding of the substance of the arrangement, the audit 
committee should consult with an external party (which could also be a regulator).21 
 

  

                                                
17 International Organization of Securities Commissions  
18 IOSCO 2019: page 11 
19 ecoDa 2011: page 13 
20 IOSCO 2019: pages 8-9 
21 IOSCO 2019: page 9 
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4 Interaction with the board of directors 

 Number of interactions 

Legal reference 
Art 39.6.a) of AUD 
… the audit committee shall, inter alia: 
(a) inform the administrative or supervisory body of the audited entity of the outcome of the 
statutory audit and explain how the statutory audit contributed to the integrity of financial reporting 
and what the role of the audit committee was in that process; 

Summary of responses 

 
 
Of those respondents that reported a number of interactions, almost 60% of the 
respondents communicated with the board of directors or the audit committee activities 
were on their agenda four or five times during the reference period and over a third (33%) 
reported six or more times. 
 
The most common response was the following in different entity groups: 
- five times in large and mid cap listed entities; and 
- four times in small cap listed entities and non-listed entities. 
 
Respondents gave comments such as the following (direct quotations): 
- “Audit committee reported regularly on its meetings to the board of directors, at least 

following every of the eight audit committee meetings. In addition there were 
additional discussions between the chairman of the board of directors and the 
chairman of the audit committee on certain topics. The audit committee prepared 
accounting and auditing matters to be handled by the board of directors and made 
recommendations to the board of directors on the review of the reports and the 
financial statements release.“ 

- “A review by the audit committee chair was on the agenda of all the supervisory 
board meetings.” 

- “The audit committee chair reports on the committee's work in each board meeting 
following an audit committee meeting.” 

- “In connection of each of the quarterly report.” 
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Observations 

Over 90% of the respondents that reported a number of interactions, had audit committee 
activities on the board agenda quarterly or more often. The audit committee reports to the 
administrative or supervisory body most often after every audit committee meeting. The 
audit committee chair is typically responsible for this. The communication is done for 
example by a written summary or delivering the minutes of the audit committee meeting 
to the board of directors. The board of directors in many cases have access to all audit 
committee materials. 

References to related literature 

EcoDa advises that the audit committee chair reports to the board after every audit 
committee meeting. The reports of audit committee meetings should be drafted to 
clearly22: 
 
- summarise the work undertaken by the audit committee, explaining if necessary the 

importance of the work and any conclusions drawn or actions taken; and 
- advise the chairman of the board on any relevant matters, including any matter on 

which the audit committee believes the board should be taking action.  
 
According to ecoDa the audit committees should meet as often as their role and duties 
require. Based on ecoDa's survey most audit committees meet on average between four 
and five times a year. EcoDa advises the audit committees and boards of directors to 
schedule the meetings in such a way that the audit committee has time to report their 
work to the board of directors and that the board members have time to study the audit 
committee’s reports on their work before the meeting.23 
 

  

                                                
22 ecoDa 2011: page 14 
23 ecoDa 2011: page 13 



  29 (94) 
 
 
 
 

 

 

  29  

Interaction with the board of directors 
 

 Outcome of statutory audit 

Legal reference 
Art 39.6.a) of AUD 
… the audit committee shall, inter alia: 
(a) inform the administrative or supervisory body of the audited entity of the outcome of the 
statutory audit and explain how the statutory audit contributed to the integrity of financial reporting 
and what the role of the audit committee was in that process; 

Summary of responses 

 
 
More than three quarters (79%) of the respondents answered that the audit committee 
informs the board of the outcome of the statutory audit or the outcome is handled by the 
board of directors. 
The share of Yes responses was the following in different entity groups: 
- 97% in large cap listed entities; 
- 79% in mid cap listed entities; 
- 64% in small cap listed entities; and 
- 79% in non-listed entities. 
 
Many of the descriptions given with the No and Not applicable responses indicated that 
the results of the statutory audit were handled in the meeting of the board of directors. 
 
Yes respondents’ gave for example the following comments (direct quotations): 
- “The outcome of the statutory audit is handled both in the audit committee meeting 

and the meeting of the board of directors.” 
- “The result of the statutory audit was presented to both the audit committee as well 

as the board of directors by the company's auditors. The audit committee received a 
slightly more in-depth overview than did the board of directors, and communicated 
its findings to the BoD.” 

- “Statutory audit was addressed in details in audit committee, the board of directors 
handled the topic in a summary level including the input from the audit committee.” 

- “The chairman of the audit committee presents a report on each audit committee 
meeting to the board of directors. The auditor further presents the results of the audit 
to the full board of directors.” 
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Observations 

More than three quarters (79%) of the respondents answered that the audit committee 
informs the board of the outcome of the statutory audit or it is handled by the board of 
directors. Based on the comments, the distinct audit committee handles the outcome of 
the audit in more detail than the board of directors. About a quarter of those who wrote a 
comment, indicated that the auditors themselves inform both the audit committee and/or 
the board of directors of the outcome of the audit when attending relevant meetings. 

References to related literature 

Better communication channels between the auditor, the audit committee and the audited 
entity were one of the key objectives of the European Commission while drafting its 
proposals. The revised Directive now provides for the audit committee to inform the 
administrative or supervisory body on the outcome of the audit contributing to the integrity 
of financial reporting and to explain the audit committee’s role in this process.24 
 
Information collected by the auditor during the audit can be directly relevant to those 
charged with governance responsibilities and can be communicated via the required 
additional report to the audit committee. It is a tool for the auditor to communicate key 
matters arising from the statutory audit and in particular on material weaknesses in 
internal controls with regard to the financial reporting process.25 
 

  

                                                
24 FEE 2016: page 8 
25 FEE 2016: pages 13-14 
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 Auditors contribution to the integrity of financial reporting 

Legal reference 
Art 39.6.a) of AUD 
…the audit committee shall, inter alia: 
(a) inform the administrative or supervisory body of the audited entity of the outcome of the 
statutory audit and explain how the statutory audit contributed to the integrity of financial reporting 
and what the role of the audit committee was in that process; 

Summary of responses 

 
 
About two thirds (68%) of the respondents answered that it was explained to the board of 
directors how the statutory audit contributed to the integrity of the financial reporting and 
also the audit committee's role in the statutory audit. The share of Yes responses in 
different entity groups was as follows: 
- 81% in large cap listed entities; 
- 71% in mid cap listed entities; 
- 56% in small cap listed entities; and 
- 64% in non-listed entities. 
 
Yes respondents gave comments such as the following (direct quotations): 
- “The chairman of the audit committee explained to the board of directors how the 

audit committee had been monitoring the status and interim findings of the statutory 
audit.” 

- “In addition to the continuous monitoring of the content and form of the company's 
financial reporting during the year, the audit committee reviews the audit findings 
(interim and final) by the auditors as well as key audit matters, including any material 
weaknesses in internal control in relation to the financial reporting process. These 
are also reported to the board of directors.” 

- “Chairman of the audit committee reports regularly after each audit committee 
meeting issues to the board of directors, including but not limited to, status of the 
audit and observations made by the statutory auditors. The role of the audit 
committee is to supervise the audit work and arrangements in line with the 
Companies Act and Corporate Governance Code.” 
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No and Not applicable respondents gave comments such as the following (direct 
quotations): 
- “Auditors reported directly to the board, also how the statutory audit contributed to 

the financial reporting.” 
- “Audit committee does not need to explain the basics as Company has documented 

role of Audit committee and the audit process is also standardise. Only if there would 
be changes to the process or roles or some major issues, then audit committee 
would explain to BoD what and why.” 

- “The Audit committee is composed of members of the Board, therefore no separate 
explanations have been made; financial reports and statutory audit were discussed 
by both the Audit committee and the Board of Directors.” 

- “No separate audit committee.” 
- “Audit committee functions are performed by the board of directors.” 

Observations 

About two thirds (68%) of the respondents responded that it was explained to the board 
of directors how the statutory audit contributed to the integrity of the financial reporting. 
The audit committee keeps in general the board of directors informed of the statutory 
audit and of the work of the audit committee. However, some of the respondents 
indicated there was no need for the audit committee to explain in detail, how the audit 
contributed to the integrity of the financial reporting or what the role of the audit 
committee was in the statutory audit. 

References to related literature 

IOSCO comments in its Report on Good Practices for Audit Committees in Supporting 
Audit Quality26 that the quality of a company's financial report is key to market 
confidence. Transparent and high-quality financial reporting leads to effective functioning 
of the capital markets. IOSCO underlines audit committees' role in promoting and 
supporting audit quality and thereby contributing to greater confidence in the quality of 
listed company’s financial reports. Furthermore, IOSCO notes that audit committees are 
also generally tasked with supporting the quality of the work of the auditor. 
 
The Financial Reporting Council (FRC) has issued an update of its Practice Aid to assist 
audit committees in evaluating audit quality in their assessment of the effectiveness of the 
external audit process. FRC emphasizes, that the audit committee’s assessment of the 
audit process is an assessment of whether the audit process as a whole has been 
successful.27 
 
Furthermore, FRC encourages audit committees to see their evaluation of the audit 
quality integrated with other aspects of their role. These other aspects mentioned by FRC 
relate to ensuring the quality of the financial statements by 
 
- obtaining evidence of the quality of the auditor’s judgments made throughout the 

audit; 
- identifying audit risks; 
- determining materiality and planning their work accordingly; and 
- assessing issues.28 

 
  

                                                
26 IOSCO 2019: pages 5-6 
27 FRC 2019: page 6 
28 FRC 2019: page 7 
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5 Monitoring auditor independence 

 Written representation, fees, threats and safeguards 

This section summarizes legal references, responses and observations relating to 
questions 9-11. 

Legal reference 
Art 39.6 e) of AUD 
… the audit committee shall, inter alia: 
(e) Review and monitor the independence of the statutory auditors or the audit firms in accordance 
with Articles 22, 22 a, 22 b, 24 a and 24 b of this Directive and Article 6 of Regulation (EU) No 
537/2014, and in particular the appropriateness of the provision of non-audit services to the audited 
entity in accordance with Article 5 of that Regulation; 
 
Art 6.2 of AUR 
A statutory auditor or an audit firm shall:  
(a) confirm annually in writing to the audit committee that the statutory auditor, the audit firm and 

partners, senior managers and managers, conducting the statutory audit are independent from 
the audited entity; 

(b) discuss with the audit committee the threats to their independence and the safeguards applied 
to mitigate those threats, as documented by them pursuant to paragraph 1. 

 
Art 4.2 of AUR 
When the statutory auditor or the audit firm provides to the audited entity, its parent undertaking or 
its controlled undertakings, for a period of three or more consecutive financial years, non-audit 
services other than those referred to in Article 5(1) of this Regulation, the total fees for such services 
shall be limited to no more than 70 % of the average of the fees paid in the last three consecutive 
financial years for the statutory audit(s) of the audited entity and, where applicable, of its parent 
undertaking, of its controlled undertakings and of the consolidated financial statements of that group 
of undertakings. 

Summary of responses 

 
 
A clear majority (91 %) of the respondents reported that the audit committee received a 
written representation from the statutory auditor confirming that the statutory auditor, the 
audit firm and partners, senior managers and managers, conducting the statutory audit 
were independent of the entity. 
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All mid cap (100 %) and almost all large cap (97 %) listed entities received a written 
independece confirmation from the auditor. For non-listed companies and small cap listed 
entities the percentages were 86 % and 79 % respectively. 
 
Yes and Yes partly respondents gave comments such as the following (direct 
quotations): 
- “In addition, the auditors processes are communicated to the audit committee for 

ensuring independence.” 
- “Also the Chairman of the Working Committee had his own regular meetings with the 

auditor.” 
 

 
 
A clear majority (91 %) of the respondents reported that the audit committee monitored 
the amount of fees paid to the statutory auditor. 
 
In all large cap (100 %) and almost all (93 %) non-listed entities the audit committee 
monitored the amount of fees paid to the auditor. For mid cap and small cap listed entities 
the percentages were 89 % and 85 % respectively. 
 
Yes and Yes partly respondents gave comments such as the following (direct 
quotations): 
- “Usage of the non-audit services are reported to Audit and Risk Management 

committee in every committee meeting.” 
- “Audit Committee was updated on the amount of fees paid to the It is the audit 

committee's duty to monitor the independence of the statutory auditors or the audit 
firms.” 
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Most respondents (78 %) stated that the statutory auditor of the entity discussed with the 
audit committee threats to its independence as well as safeguards applied to mitigate 
those threats. 
 
In the vast majority of large cap (94 %) and in most (79 %) of mid cap listed entities the 
auditor discussed with the audit committee threats to its independence and safeguards 
applied to mitigate those threats. For non-listed entities and small cap listed entities the 
percentages were 71 % and 67 % respectively. 
 
Yes and Yes partly respondents gave comments such as the following (direct 
quotations): 
- “The auditors have described and gone through their processes for ensuring 

independence to the Committee, which covers various aspects of independence. 
These are discussed and reviewed regularly.” 

- “Statutory auditor's independence is on the audit committee agenda in the meeting 
deliberating the financial statements as well as in connection with the audit plan.” 

- “The issue has been discussed in each preparatory meeting between the statutory 
auditor and the AC chair and covered in the NAS-topics in the AC with the auditor - 
answered Yes, partly as there have not been any independence threats identified.” 

- “Auditor has discussed with the Board about e.g. the length of auditing firm`s 
engagement…” 

- “Yes this has been discussed together with the given independence statement when 
auditors have attended the meeting of the Board of Directors.” 

Observations 
According to the responses, a clear majority (91%) of audited entities received a written 
representation from the auditor confirming the auditor's independence, as required by the 
regulations. A few respondents referred to the Auditor’s report as the written 
representation. 
 
According to the responses it seems that the audit committee’s obligations to monitor 
audit fees are recognized and generally followed (91% of the respondents), and the 
timespan for performing the monitoring of auditor fees varies from “in every audit 
committee meeting” to “quarterly” and “yearly”. 
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In most cases (78%) the auditor discussed threats to the auditor's independence with the 
audit committee. A few respondents commented that no threats to independence were 
identified. However it should be noted that the regulation requires the auditor to discuss 
the various aspects of independence with the audit committee, including the possible 
threats to independence and the need for safeguards. This is a fundamental element in 
regular communication between the auditor and the audit committee.  

References to related literature 

It is the audit committee's duty to monitor the independence of the statutory auditors or 
the audit firms. According to IOSCO's good practices for supporting audit quality, audit 
committees should have a policy regarding how to evaluate the auditor's independence.29 
 
IOSCO lists that audit committees should for example30: 
 
-       Oversee the company’s policies for non-audit services 
-       Establish policies relating to hiring from the audit firm to certain senior positions for 

the entity (for example CFO) 
-       Consider any other matters that may affect the independence and objectivity of the 

auditor  
-       Undertake procedures to satisfy auditor’s independence in the beginning and on an 

ongoing basis. 
 
EU Commission recommendation of Statutory Auditors’ Independence in the EU: A Set of 
Fundamental Principles31 states that the threats to an auditor´s independence are: 
 
- Self- interest threat: the Statutory Auditor’s independence may be threatened by a 

financial or other self-interest conflict (e.g., direct or indirect financial interest in the 
client, over-dependence on the client’s audit or non-audit fees, the desire to collect 
outstanding fees, fear of losing the client); 

- Self-review threat: relates to the difficulty of maintaining objectivity in conducting self-
review procedures (e.g., when taking decisions, or taking part in decisions, that 
should be taken wholly by the Audit Client’s management; or when any product or 
judgement of a previous audit or non-audit assignment performed by the Statutory 
Auditor or his firm needs to be challenged or re-evaluated to reach a conclusion on 
the current audit); 

- Advocacy threat: the Statutory Auditor’s independence may be threatened if the 
Statutory Auditor becomes an advocate for, or against, his client’s position in any 
adversarial proceedings or situations (e.g. dealing in or promoting shares or 
securities in the client; acting as an advocate on behalf of the client in litigation; 
when the client litigates against the auditor) 

- Familiarity or trust threat: a risk that the Statutory Auditor may be over-influenced by 
the client’s personality and qualities, and consequently become too sympathetic to 
the client’s interest through, for example, too long and too close relationships with 
client personnel, which may result in excessive trust in the client and insufficient 
objective testing of his representations. 

- Intimidation threat: covers the possibility that the auditor may be deterred from acting 
objectively by threats or by fear of, for example, an influential or overbearing client. 

 
  

                                                
29 IOSCO 2019: page 24 
30 IOSCO 2019: pages 23-24 
31 Commission Recommendation 2002, Annex, Section 3.  
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 Provision of non-audit services (NAS) 

This section summarizes legal references, responses and observations relating to 
questions 12-15. Diagrams 13-14 below are based on those 97 respondents to whom the 
statutory auditor submitted a tender for the provision of non-audit services during the 
reference period. 

Legal reference 
Art 5.4 of AUR32 
A statutory auditor or an audit firm carrying out statutory audits of public-interest entities and, where 
the statutory auditor or the audit firm belongs to a network, any member of such network, may 
provide to the audited entity, to its parent undertaking or to its controlled undertakings non-audit 
services other than the prohibited non-audit services referred to in paragraphs 1 and 2 subject to 
the approval of the audit committee after it has properly assessed threats to independence and the 
safeguards applied in accordance with Article 22 b of Directive 2006/43/EC. The audit committee 
shall, where applicable, issue guidelines with regard to the services referred to in paragraph 3.  
 
Member States may establish stricter rules setting out the conditions under which a statutory 
auditor, an audit firm or a member of a network to which the statutory auditor or audit firm belongs 
may provide to the audited entity, to its parent undertaking or to its controlled undertakings non-
audit services other than the prohibited non-audit services referred to in paragraph 1. 

Summary of responses 

 
 
Most (80 %) of the respondents stated that the auditor submitted a tender for the 
provision of non-audit services (NAS) during the reference period. 
 
Tender for the provision of NAS was submitted to the majority of large cap (90 %) and 
mid cap (87 %) listed entities. The percentages to non-listed  entities and small cap listed 
entities were 71 % and 67 % respectively. 
 
Yes and Yes, partly respondents gave comments such as the following (direct 
quotations): 
- “All non-audit services are approved by the company's CFO based on separate 

offers of the statutory auditors and in accordance with the audit committee's 
authorization.” 

                                                
32 For prohibited non-audit services see AUR 5.1-2. Prohibited services include inter alia tax services, services that 
involve playing any part in the management of decision-making of the audited entity and legal services, as defined in 
AUR 5.1-2. 
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- “Tenders have to be approved by the Group CFO (and bigger ones by board).” 
- “We ask for a quotes for any non-audit services. Based on an evaluation it is then 

decided to proceed with the statutory auditor or go with another party. Auditor 
independence regulation is taken into account during the evaluation and selection 
process.” 

- “Yes, non-audit services were provided based on pre-approvals. All non-audit 
services have regularly been reported to the Audit Committee.” 

 

 
 
Based on the responses it seems that in question 13 the respondents interpreted the 
“examination performed by audit committee” in different ways. Yes, Yes partly and No 
respondents gave very similar comments, indicating that similar procedures were 
performed by audit committees despite the yes, yes partly and no responses to this 
question. 
 
Yes and Yes, partly respondents gave comments such as the following (direct 
quotations): 
- “The audit committee has approved an annual budget for non-audit services and 

authorized the CFO of the company to approve individual assignments within the 
budget. Possible overrun of the budget must be approved by the audit committee or 
its chairperson in advance.”  

- “The audit committee has authorized the company's management to approve 
individual non-audit assignments, and the audit committee is informed of all 
approved non-audit services regularly.”  

- “The company has a Non-audit Services Policy which is reviewed by the audit 
committee and approved by the board of directors. As part of the annual review and 
approval, there will be a pre-approval for the services and related fee limits that may 
be provided by the external auditor during the following calendar year without 
obtaining a specific pre-approval. Requests for services to be provided by the 
external auditor shall be submitted to the Chief Financial Officer ('CFO') of the 
company. The CFO shall determine whether such services fall into the category of 
the general pre-approved non-audit services that have been approved for the 
financial year in question. Where the CFO determines that the individual service 
does not fall into the above mentioned scope, the CFO shall bring the service to the 
attention of the audit committee chairman for the specific pre-approval. Such 
requests shall also include a statement whether, in the CFO's view, the request for 
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service is consistent with the applicable rules and regulations on auditor 
independence.” 

- “AC approves once a year a framework for non-audit services. During the year, they 
don't see requests for non-audit services, if the non-audit services are within the 
framework. Once a year, they receive a summary of non-audit services that were 
received during the year.” 

- “The company has a policy on non-audit policy which states that an approval must 
be obtained before the engagement of the Auditor for non-audit services. The 
approval must be given by- the Audit Committee,- the Chair of the Audit Committee 
up to [N/A] EUR threshold,- CEO or CFO up to [N/A] threshold.” 

 
No and Not applicable respondents gave comments such as the following (direct 
quotations): 
- ”The AC approves a policy for acquiring non-audit services. Within the limits of the 

policy no separate review is currently performed.” 
- “AC has pre-approved services up to a maximum level and authorised management 

to assess the services. All non-audit services are reported to AC twice a year.” 
- “A limited right to approve purchasing of non-audit services has been delegated to 

the operational management based on separately approved principles. Purchasing 
of services exceeding said limit is subject to approval by the chair.” 

- “Audit and Risk Management committee has authorized … CFO to review and 
approve non-audit services up to a certain limit. CFO has reviewed every request 
and also discussed any potential independence topics with the auditors. CFO and 
the Auditor report the utilization of non-audit services in every Audit and Risk 
Committee meeting.” 

- “AC approves and monitors the limit assigned to permitted non-audit services. The 
limit is granted the management of the company. The management acquires 
services under this limit and reports at the end of the year the total amount of non-
audit services.” 

- “The Audit Committee has approved a policy for handling non-audit services. 
According to the policy, the CFO approves the service requests up to EUR … per 
calendar year after which the service requests are approved by the Chairman of the 
Audit Committee, provided that applicable legal requirements are met.” 
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Only a few respondents (5%) stated that the audit committee withheld approval of some 
of the requests for non-audit services. Responses in most cases (89%) indicated that 
there were no such situations where approval of NAS was withheld. 
 
Yes and Yes partly respondents gave the following reasons for supporting these refusals 
(direct quotations): 
- “Availability of funds in the pre-approved NAS framework” 
- “Independence rules for the auditor prevent provision of NAS” 
- “Reasons were not related to concerns about auditor independence.” 
 
No and Not applicable respondents gave comments such as the following (direct 
quotations): 
- “The company has a policy which is very restrictive and a very limited amount of 

proposals are brought to the audit committee for approval. This is also 
communicated to the auditors. The audit committee has not received any proposals 
regarding which it would need to withhold the approval.” 

- “The audit committee has guided the group management to monitor carefully the use 
of non-audit services provided by the auditor to ensure that such services do not 
exceed 70 % of the audit fees. Based on that guidance the group management has 
stopped several requests during the reference period in order to minimize the use of 
auditor for the non-audit services.” 

Observations 
During the reference period most of the respondents (80% or 97 out of 122 respondents) 
reported that the audit committee received tenders for non-audit services. Observations 
of questions 12-15 relate to those respondents who received tenders for non-audit 
services during the reference period. 
 
About two thirds of respondents explained their practices and policies relating to approval 
of the provision of non-audit services (NAS). 
 
In many audited entities a special pre-approval policy is applied. Based on responses the 
policy often includes guidelines for delegation of approval for provision of NAS and the 
scope of services and euro limits to be applied in provision of NAS. In addition the policy 
may state how often the provision of NAS is reported to the audit committee and the 
procedures applied if the determined euro limits are exceeded. 
 
The responses indicate that in quite few cases (4%) the audit committee withheld an 
approval for requests for NAS. Non-availability of funds in the pre-approval provision of 
NAS and independence rules were mentioned as reasons for these refusals. 

References to related literature 

According to IOSCO33 the audit committee should: 
 
- oversee establishment of the company’s policies governing the circumstances in 

which contracts for the provision of permitted non-audit services can be entered into 
with the auditor and the procedures that must be followed before doing so. 

- consider implementing a policy that all non-audit services to be provided by the 
auditor must be approved in advance by the audit committee. 

 
  

                                                
33 IOSCO 2019: page 23 
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6 Tendering process of statutory audit 

 Appointment and reappointment of a statutory auditor and invitations to tender 

This section summarizes legal references, responses and observation relating to 
questions 16-20. The diagrams 17-20 below are based on the 25 respondents who 
appointed a new statutory auditor(s) or reappointed the previous statutory auditor after a 
tendering process during the reference period. 

Legal reference 
Art 16.3 of AUR 
Unless it concerns the renewal of an audit engagement in accordance with Article 17(1) and 17(2), 
the recommendation of the audit committee referred to in paragraph 2 of this Article shall be 
prepared following a selection procedure organised by the audited entity respecting the following 
criteria: 
 
(a) the audited entity shall be free to invite any statutory auditors or audit firms to submit proposals 

for the provision of the statutory audit service on the condition that Article 17(3) is respected 
and that the organisation of the tender process does not in any way preclude the participation 
in the selection procedure of firms which received less than 15 % of the total audit fees from 
public-interest entities in the Member State concerned in the previous calendar year; 

(b) the audited entity shall prepare tender documents for the attention of the invited statutory 
auditors or audit firms. Those tender documents shall allow them to understand the business of 
the audited entity and the type of statutory audit that is to be carried out. The tender documents 
shall contain transparent and non-discriminatory selection criteria that shall be used by the 
audited entity to evaluate the proposals made by statutory auditors or audit firms; 

(c) the audited entity shall be free to determine the selection procedure and may conduct direct 
negotiations with interested tenderers in the course of the procedure; 

(d) where, in accordance with Union or national law, the competent authorities referred to in Article 
20 require statutory auditors and audit firms to comply with certain quality standards, those 
standards shall be included in the tender documents; 

(e) the audited entity shall evaluate the proposals made by the statutory auditors or the audit firms 
in accordance with the selection criteria predefined in the tender documents. The audited entity 
shall prepare a report on the conclusions of the selection procedure, which shall be validated 
by the audit committee. The audited entity and the audit committee shall take into consideration 
any findings or conclusions of any inspection report on the applicant statutory auditor or audit 
firm referred to in Article 26(8) and published by the competent authority pursuant to point (d) 
of Article 28; 27.5.2014 L 158/96 Official Journal of the European Union EN 

(f) the audited entity shall be able to demonstrate, upon request, to the competent authority 
referred to in Article 20 that the selection procedure was conducted in a fair manner. 
 

The audit committee shall be responsible for the selection procedure referred to in the first 
subparagraph. 
 
For the purposes of point (a) of the first subparagraph, the competent authority referred to in Article 
20 (1) shall make public a list of the statutory auditors and the audit firms concerned which shall be 
updated on an annual basis. The competent authority shall use the information provided by statutory 
auditors and audit firms pursuant to Article 14 to make the relevant calculations. 
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Summary of responses 

 
 
Only 29 respondents out of all 122 respondents stated that during the reference period a 
new statutory auditor(s) was appointed or the previous statutory auditor(s) was 
reappointment after a tendering process (yes and yes partly responses). In 4 out of the 
29 responses the tendering process was not organized during the reference period. 
Therefore 25 “yes” and “yes partly” respondents are the reference population in this 
report with regards to questions 17-27. 
 
Appointment of a new statutory auditor or reappointment of the previous statutory auditor 
by an entity group: 
- 7 in large cap listed entities; 
- 8 in mid cap listed entities; 
- 5 in small cap listed entities; and 
- 5 in non-listed entities. 
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Yes and Yes, partly respondents’ gave for example the following comments (direct 
quotations): 
- “The audit committee monitored the auditor tender process and approved of its 

terms as set out in the tender documents prior to them being sent out. The Chairman 
of the audit committee was actively involved in the tender process and candidates 
were invited to meet and present themselves to all audit committee members prior to 
its final decision on the recommendation to the board of directors.” 

- “The Chairman of the audit committee was involved in the whole process and 
interviewed the top 3 candidates with the CFO and made together a suggestion to the 
audit committee.” 

 

 
 
The diagram above shows how many times a certain number of invitations occurred in 
the responses of each entity category. 
 
For instance nine of the entities invited four audit firms to participate (two times from large 
entities, six times from mid entities and once from non-listed entity). 
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The diagram above shows how many times a certain number of tenders received 
occurred in the responses of each entity category. 
 
For instance four offers were received eight times (four times from large entities, three 
times from mid entities and one time from non-listed entity). 
 

 
 
AUR requires that the organisation of the tender process does not in any way preclude 
the participation in the selection procedure of firms, which received less than 15 % of the 
total audit fees from public-interest entities in the Member State concerned in the 
previous calendar year. 
 
Eight of the 25 respondents informed that in the tender processes the 15 % rule was 
followed. 
 
Yes respondents gave comments such as the following (direct quotation): 
- “No such criteria. Open tender process.” 
- “To the best of the Company`s knowledge, yes. All applicable audit firms with global 

presence were invited.” 
 
No respondents gave comments such as the following (direct quotation): 
- “The offers were requested from Big 4 companies.” 
- “Due to the specific criteria of deep Financial and Insurance knowledge as well as 

IFRS.” 

Observations 
During the reference period 25 out of 122 respondents appointed a new auditor or 
reselected the previous auditor after a tender process. Observations to questions 17-20 
are presented below and relate to those respondents who went through an auditor tender 
process during the reference period. 
 
All 25 respondents reported that the audit committee assumed responsibility with regard 
to the selection procedure of statutory auditor(s) appointed after the tender process. 
 
The number of audit firms invited to participate varied from two to six and two 
respondents stated they had an open tender. Most often the number of audit firms invited 
was three or four. It can be noted that the widest variation in number of audit firms invited 
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to tender was in small cap listed entities (two to six audit firms invited and open 
invitation). There was less variation in the number of audit firms invited in mid cap listed 
entities (two to four audit firms invited).  Most auditors submitted an offer. The number of 
offers remained less than the number of audit firms invited in 10 responses and in 13 
responses the number of offers equalled the number of firms invited. In the two open 
tenders mentioned by respondents, one received two offers, and the other received four 
offers. 
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 Tender documentation requirements 

This section summarizes legal references, responses and observation relating to 
questions 21-23. Diagrams 21-23 below are based on the 25 responses from those 
entities which appointed a new statutory auditor(s) or reappointed the previous statutory 
auditor after a tendering process during reference period. 

Legal reference 
Art 16.3.b) of AUR See full reference in section 6.1 ”Appointment and reappointment of a statutory 
auditor and invitations to tender”. 

Summary of responses 

 
 
Yes respondents gave comments such as the following (direct quotations): 
- “In addition, the company arranged two half-day sessions per audit firm candidate 

and presented the business of the company, the structure of the financial reporting 
as well as internal control framework and processes.” 

- “In addition the company hosted a company presentation day to which all tendering 
audit firms were invited. Company representatives from all business lines 
participated in the presentation day as well as representatives for all relevant group 
functions. All audit firm candidates had information and discussion sessions with 
business and group representatives on equal terms.” 

- “The auditors were invited to discuss about business and procedures.” 
 



  47 (94) 
 
 
 
 

 

 

  47  

Tendering process of statutory audit 
 

 
 
Yes respondents gave comments such as the following (direct quotations): 
- “The tender documents contained detailed information on the type of statutory audit 

to be carried out. In addition, tendering firms had the possibility to send additional 
questions to the company. The answers to all questions were sent out equally to all 
audit firm candidates.” 

- “The auditors received a written document when invited to the process and during 
the selection process meetings were organized to discuss the company and the 
audit requirements with each participating auditor.” 

 

 
 
23 out of 25 respondents noted that the tender documents contained transparent non-
discriminatory criteria that was used by the audited entity to evaluate the proposals. 
 
A Yes and Yes, partly respondent gave for example the following comment (direct 
quotation): 
- “The selection criteria were transparently set out in the tender documents sent out to 

all audit firm candidates.” 
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- “The decision criteria was discussed with the candidates.” 

Observations 
During the reference period 25 out of 122 respondents appointed a new auditor or 
reselected the previous auditor after a tender process. Observations to questions 21-23 
are presented below and relate to those respondents who went through an auditor tender 
process during the reference period. 
 
It seems that based on the responses relating to tender documents, requirements are 
met in almost all cases. The tender documents contained: 
 
- sufficient information to allow invited statutory auditors (or audit firms) to understand 

the business of the entity 
- sufficient information to allow invited statutory auditors (or audit firms) to understand 

the type of statutory audit to be carried out 
- transparent non-discriminatory selection criteria that was used by the entity to 

evaluate the proposals made by statutory auditors (or audit firms) 
 
In addition, respondents’ comments indicate that information on the business of the entity 
as well as the type of statutory audit to be carried out was available and discussed in the 
meetings organized during the tender process. It was also commented that the 
candidates had the possibility to send questions to the entity and answers to all questions 
were sent out to each audit firm candidate. 
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 Assessment of tenders for audit committees´ recommendation 

This section summarizes legal references, responses and observations relating to 
questions 24-27. The diagrams 24-27 below are based on the responses of the 25 
respondents who appointed a new statutory auditor(s) or reappointed the previous 
statutory auditor after a tendering process during the reference period. 

Legal reference 
Art 16.3. e) of AUR See full reference in section 6.1 ”Appointment and reappointment of a statutory 
auditor and invitations to tender”. 

Summary of responses 

 
 
Almost all respondents (24 out of 25) informed that the audit committee validated the 
report prepared by the audited entity on the conclusion of the selection procedure. 
 
Yes and Yes partly respondents gave comments such as the following (direct 
quotations): 
- “The selection was prepared in a team involving the chairperson of the audit 

committee. The proposal of the team was presented in the full board of directors 
meeting due to time constraints.” 

- “The audit committee had access to the full documentation and not only on the 
summaries prepared by the entity.” 

- “Auditor presented proposal and reasoning for fees. Discussed in the audit 
committee, confirmed in the audit committee, presented to the full board of 
directors.” 

- “The received offers were presented directly to the audit committee.” 
- “The Chairman and Deputy Chairman participated actively in the selection process. 

Final proposal for the AGM was approved by the board of directors.” 
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Question 24. b) 

In the tendering process (if applicable): (i) Please describe what information was 
used to evaluate the quality of the audit and the auditor and  (ii) Please describe 
how much weight was put on the price. 
 
Those respondents who commented on the quality of the audit or the auditor gave 
comments such as the following (direct quotations): 
- “Understanding of the Group's business and size, presentation of a planned team 

and planned process” 
- “Client reference, principal auditor experience, qualitative factors” 
- “Tender doc's, beauty parade for all participants, certain data analytics performed by 

participants based on Company accounting data, references…” 
- “The audit firms were asked to elaborate on their own quality performance processes 

and the results of the latest quality control review.” 
- “Existing service level, generic (not specified for the case) knowledge of audit costs 

by AC members.” 
- “Knowledge of the Finance and Insurance business, team member experience, IFRS 

knowledge, audit plan & communication, price” 
- “Experience, technical and administrative audit process, knowledge of the business, 

recommendations and interviews.” 
- “Process overview, team composition and competence, references, service 

mindfulness, interview of the team.” 
- “Competence, references, team, geographical coverage, price.” 
- “Skills, experience and communication ability of audit team; The ability to understand 

our business and environment; Audit approach & network.” 
 
The weight put on price as a factor in the tendering process was described as follows 
(direct quotations): 
- “The price was one factor among others. Price gave information on how well the 

tenderers understood the assignment and complexity of the company.” 
- “Price was a criteria among others and was evaluated with reference to time, 

average price per hour and total price.” 
- “Price was important but not a determining factor. All participating companies offered 

approx the same price level.” 
- “We discribed the content the company needs and asked for a price to deliver it. 

Price was a decisive factor along with competence and delivery.” 

Legal reference 
Art 16.2 of AUR 
The audit committee shall submit a recommendation to the administrative or supervisory body of 
the audited entity for the appointment of statutory auditors or audit firms. 
 
Unless it concerns the renewal of an audit engagement in accordance with Article 17(1) and 17(2), 
the recommendation shall be justified and contain at least two choices for the audit engagement 
and the audit committee shall express a duly justified preference for one of them. 
 
In its recommendation, the audit committee shall state that its recommendation is free from 
influence by a third party and that no clause of the kind referred to in paragraph 6 has been 
imposed upon it. 
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The vast majority, 20 respondents, stated that their audit committee identified in its 
recommendation to the administrative or supervisory body at least two candidates for 
appointment. 
 
All large (6) and mid (9) cap listed entities recommended at least two candidates for 
appointment, as did two out of five small cap listed entities and three out of five non-listed 
entities. 
 
Yes respondents gave comments such as the following (direct quotations): 
- “Only 2 offers were received. The board of directors discussed the evaluation 

summary of the team (incl. the chairperson of the audit committee) and approved the 
proposal by the team to be presented in the Annual General Meeting.” 

- “The selection is described in the recommendation to the board of directors by the 
Audit and Risk Committee for appointment of a statutory auditor. The 
recommendation was made public as part of the proposal for appointment of a 
statutory auditor to the Annual General Meeting 2017.” 

- “Primary candidate and the best alternative were discussed the board of directors. 
The proposal to the general meeting is, however, done directly by the audit 
committee and not by the board of directors and only one candidate was proposed.” 
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Almost all, 24 respondents, stated that the audit committee expressed a duly justified 
preference for one candidate. 
 
Yes respondents gave comments such as the following (direct quotations): 
- “The justified preference was expressed in the recommendation to the Board of 

Directors by the Audit and Risk Committee for appointment of a statutory auditor. 
The recommendation was made public as part of the proposal for appointment of a 
statutory auditor to the Annual General Meeting 2017.” 

- “Recommended to the board to continue with existing auditor.” 
 

 
 
23 respondents of 25 stated that the audit committee considered whether the entity is 
able to demonstrate, upon request, to the relevant competent authority that the selection 
procedure was conducted in a fair manner. 
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Yes respondents gave comments such as the following (direct quotations): 
- “The audit committee approved of the tender process report, which sets out the 

selection process governance and the description of how it was conducted in a fair 
manner. This was also an important criteria considered by the audit committee when 
it approved the process and the request for proposal prior to it being launched, i.e. 
throughout the process.” 

Observations 
During the reference period 25 out of 122 respondents reported that the entity appointed a 
new auditor or reappointed the previous auditor after a tender process. 
 
Almost all of those respondents stated that the audit committee validated the report 
prepared by the entity on the conclusion of the selection procedure, and the clear majority 
of the responses stated that the audit committee identified in its recommendation to the 
administrative or supervisory body at least two candidates for appointment. 
 
According to the comments from respondents information such as the following was used 
to evaluate the quality of the audit: 
 
- Skills, experience, communication abilities of the audit team 
- Audit approach, network and geographical coverage 
- Special skills e.g. IFRS, sector knowledge 
- Capabilities in auditing IT systems 
- The ability to understand the respondent's business and environment 
- Certain data analytics performed by participants based on company accounting data 
 
The weight put on the price as a factor in auditor selection seemed to vary. Some 
responses described the importance of the price as a percentage, which varied from 15% 
to 90%. A common response was that price was one factor among other factors. A few 
responses stated the price was a decisive factor. A few responses also mentioned that 
the prices offered were quite similar. 
 
Almost all of respondents noted that the audit committee expressed a duly justified 
preference for one candidate. 
 
Almost all of the respondents noted that the audit committee considered whether the 
entity is able to demonstrate, upon request, to the relevant competent authority that the 
selection procedure was conducted in a fair manner. 

References to related literature 
IOSCO emphasizes34 that it is the duty of the audit committee to ensure that any audit 
tender or other selection process is conducted independently of the company´s 
management. 
 
Management is often evaluated on financial performance and having cost pressures. This 
could lead to favoring low audit fees over audit quality.35 
 
In addition to ensuring an independent selection process, IOSCO lists other matters 
where audit committees play an important role in ensuring that good practices are 
followed. These include for example ensuring that36: 
 
- audit tender or selection criteria focus on audit quality; 
- audit fees are not reduced at the expense of audit quality; 
- tender requests include objective criteria regarding both audit quality and fees; 

                                                
34 IOSCO 2019: page 13 
35 IOSCO 2019: page 13 
36 IOSCO 2019: page 14 
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- auditors are assessed against the criteria and selected so that the audit quality is 
also taken into account. According to IOSCO, matters to be taken into account 
affecting audit quality include skills, expertise, industry knowledge and technical 
competence. To prevent the cost being the driver in the selection process over 
quality, it might be good to assess the quality criteria of the tendering auditors first 
before assessing the fees. 

 
In addition, the potential auditors should confirm that they are not aware of any matters 
affecting their independence. Finally, when selecting the auditor to recommend, the audit 
committee should be able to conclude that the auditor is independent in accordance with 
applicable standards.37 
 
Audit committee should assess the audit quality not only in relation to tenders but also on 
period basis. 
 
IFIAR´s document Audit Committees and Audit Quality: Trends and Possible Areas for 
Further Consideration38 raises areas for consideration in audit committee´s work.  In 
order to enhance audit quality, the audit committees ought to assess the audit´s 
performance periodically. It would it be beneficial for audit committees, in making their 
periodic assessment, to: 
 
- have a framework of Audit Quality Indicators (AQI’s) which audit committees can use 

in their discussion with auditors on audit quality. It is recognised that the selection of 
appropriate AQI’s is key, however this discussion is still controversial and pending. 
Therefore, a range of more subjective factors may remain relevant; 

- ask audit firms for their findings in the internal quality reviews. The audit committee 
could also request for the quality reviews of statutory audits by the independent audit 
regulator. These findings could be consequently discussed within the audit 
committee and be reflected on in future engagements and evaluations; 

- provide a more detailed expectation for the periodic assessments of the auditor 
performance; and 

- make use of sources of information that supplements to their own experiences and 
information provided by the company’s executive board which potentially provides 
more objectivity. 

 
  

                                                
37 IOSCO 2019: page 15 
38 IFIAR 2017: page 13 
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7 Oversight of the audit function 

 Number of interactions 

Legal reference 
Art 39.6.d) of AUD 
…the audit committee shall, inter alia: 
(d) monitor the statutory audit of the annual and consolidated financial statements, in particular, its 
performance, taking into account any findings and conclusions by the competent authority pursuant 
to Article 26(6) of Regulation (EU) No 537/2014; 

Summary of responses 

 
 
Of those respondents that reported a number of interactions with their auditor, over 80% 
met their auditor between two and five times during the reference period. 
 
The most common response was the following in different entity groups: 
- five times in large and mid cap listed entities; and 
- two times in small cap listed entities and non-listed entities. 
 
Respondents that met their auditor five or more times a year gave comments such as the 
following (direct quotations): 
- “In all AC meetings. In addition the AC chair has met before every AC meeting the 

statutory auditor.” 
- “The statutory auditor participated in all of the AC meetings, i.e. AC met the statutory 

auditor 5 times. In addition to this, the chairperson of the AC met the statutory 
auditor or held a teleconference with it 3 times.” 

 
Respondents’ that met their auditor less than five times a year gave comments such as 
the following (direct quotations): 
- “Four times. In addition, Chairman of the Committee regularly discusses with the 

statutory auditor the execution of the audit plan.” 
- “Two times - audit plan and year-end audit presentation.” 
- “During the reference period, the statutory auditor attended one meeting with the 

audit committee.” 
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Observations 
Over 80% of the respondents indicated that their audit committee met the auditor 
between two and five times during the reference period. The respondents met their 
auditor on average 3,3 times during the reference period. Respondents with a distinct 
audit committee met their auditor more often (on average 3,9 times) than respondents 
whose board of directors carries out the functions assigned to the audit committee (on 
average 2,5 times). 

References to related literature 

IOSCO states that an audit committee should establish a direct line of communication 
between the audit committee and the auditor. According to IOSCO, the quality of the 
communication between the auditors and audit committees affect the audit quality. The 
concerns and risks affecting the financial reporting process and also measures to cover 
these risks should be covered in the discussions and communication between the audit 
committees and auditors. The IOSCO Report on Good Practices for Audit Committees in 
Supporting Audit Quality (2019) gives good practices for the audit committee 
communication with the auditor.39 
 
The International Standard on Auditing (ISA) 260 Communication with Those Charged 
with Governance provides an overarching framework for the auditor’s communication with 
those, including audit committees, charged with governance, and identifies some specific 
matters to be communicated with them. 
 

  

                                                
39 IOSCO 2019: pages 24-27 
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 Monitoring the performance 

Legal reference 
Art 39.6.d) of AUD 
…the audit committee shall, inter alia: 
(d) monitor the statutory audit of the annual and consolidated financial statements, in particular, its 
performance, taking into account any findings and conclusions by the competent authority pursuant 
to Article 26(6) of Regulation (EU) No 537/2014; 

Summary of responses 

 
 
80% of the respondents indicated that they monitor the performance of the auditor. The 
share of Yes responses was as follows in different entity groups: 
- 94% in large cap listed entities; 
- 82% in mid cap listed entities; 
- 69% in small cap listed entities; and 
- 71% in non-listed entities. 
 
Yes respondents gave comments such as the following (direct quotations): 
- “It is one of the main duties of the Committee, and included in its written charter, to 

monitor the statutory audit of the financial statements and consolidated financial 
statements.” 

- “The audit committee reviews and discusses the performance of the statutory audit 
during the year and reviews the audit plans and audit findings prepared by the 
auditor. Once a year, the audit committee evaluates the performance of the statutory 
auditor by way of a written assessment form.” 

- “The statutory auditor reports in every meeting on the progress and the results of the 
audit of the annual financial statements of the entity.” 

Observations 
80% of the respondents indicated that the audit committee monitors the performance of 
the auditor. The monitoring of the statutory audit is, however, carried out in very different 
ways. Some audit committees have a clear processes in a written charter or in a written 
assessment form, while other audit committees appeared less well structured. The 
monitoring is performed informally when the auditor is met. 
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References to related literature 

The IOSCO40 lists certain good practises when: 
 
- facilitating the audit process; 
- communicating with the auditor; and 
- assessing audit quality. 
 
According to the IOSCO these matters may also be considered for inclusion in some form 
in the charter or similar document of an audit committee.41 
 
According to ecoDa the statutory auditor and the audit committee should have a strong 
candid relationship – anything less may limit the committee’s effectiveness in achieving 
its oversight responsibilities. The ecoDa give more guidance on the following topics42: 
 
- reviewing the audit plan; 
- management representation; 
- reviewing the audit findings; and 
- internal control. 

 
  

                                                
40 IOSCO 2019: pages 10-29 
41 IOSCO 2019: page 10 
42 ecoDa 2011: pages 25-28 
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 Findings made by Auditor Oversight 

Legal reference 
Art 39.6.d) of AUD 
… the audit committee shall, inter alia: 
(d) monitor the statutory audit of the annual and consolidated financial statements, in particular, its 
performance, taking into account any findings and conclusions by the competent authority pursuant 
to Article 26(6) of Regulation (EU) No 537/2014; 

Summary of responses 

 
 
Only 17% of the respondents indicated that the audit committee considered the findings 
(if any) and conclusions made by PRH during their last inspection of the statutory auditor 
or audit firm. 
 
Yes and Yes partly respondents gave comments such as the following (direct 
quotations): 
- “Yes. The principally responsible auditor has reported on the report received from 

PRH relating to the latest firm-wide inspection.” 
- “Yes, partly. Confirmation as to any findings by PRH was requested in the audit 

tender process.” 
 
Not applicable respondents gave comments such as the following (direct quotations): 
- “There has been no inspection completed concerning the statutory auditor during the 

reference period.” 
- “To the knowledge of the company and the audit committee, there were no findings 

concerning the reference period.” 
 
No respondents gave comments such as the following (direct quotations): 
- “Our auditor (person) has not been inspected according our knowledge. Auditor 

Company has been inspected, but the report is not public yet (our knowledge).” 
- “Only during the tender process.” 
- “No, PRH carried out an inspection of the audit firm in 2018. The report is still in a 

draft format.” 
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Observations 
Only 17% of the respondents indicated that the audit committee considered the findings 
(if any) and conclusions made by the PRH during their last inspection of the statutory 
auditor or audit firm. 
 
Comments made by some of the No and Not applicable respondents indicated, however, 
that respondents were aware of PRH inspections, as they commented that no inspection 
took place during the reference period, or that the inspection report of the audit firm was 
not yet public. In addition, a few comments indicated that there were no findings in the 
audit inspection. 
 
The PRH inspects PIE audit firms at least every three years. The PRH also inspects 
individual auditors every three or six years. Decisions on inspections are available on 
request from the PRH or from the auditor and audit firm. 

Publications and information 
For more information see PRH publications (mostly in Finnish) 
https://www.prh.fi/en/auditoroversight.html 
 
- PRH:n tilintarkastajien laaduntarkastusten vuosiraportit 
- PRH:n tutkinta-asioiden vuosiraportit 
- PRH:n selvitys listayhtiöiden tilintarkastuskertomuksista 2016–2018 

References to related literature 
IFIAR´s document Audit Committees and Audit Quality: Trends and Possible Areas for 
Further Consideration43 raises questions which the audit committees should ask their 
auditor: 
 
- Were the firms that participate in the group audit recently inspected by your audit 

regulator? If yes, what does the engagement partner know about the results?  
- To what extent are the audit quality issues identified by the audit regulator in their 

public reports related to the testing strategy and what remedial action has the auditor 
considered? 

 
  

                                                
43 IFIAR 2017: page 21 

https://www.prh.fi/en/auditoroversight.html
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 Additional report to the audit committee 

Legal reference 
Abstract of paragraph 2 of Art 11 of AUR 
The additional report to the audit committee shall be in writing. It shall explain the results of the 
statutory audit carried out and shall at least: 
(a) include the declaration of independence; 
(b) identify each key audit partner involved in the audit; 
(c) confirm that the statutory auditor received a confirmation from the other statutory auditor 

regarding their independence; 
(d) describe the nature, frequency and extent of communication with the audit committee, the 

management body and the supervisory body, including the dates of meetings with those 
bodies; 

(e) include a description of the scope and timing of the audit; 
(f) where more than one statutory auditor or audit firm have been appointed describe the 

distribution of tasks; 
(g) describe the methodology used; 
(h) disclose the quantitative level of materiality applied; 
(i) report and explain judgements about significant doubt on the entity's ability to continue as a 

going concern and whether they constitute a material uncertainty; 
(j) report on any significant deficiencies in the internal financial control system, and/or in the 

accounting system; 
(k) report any significant matters involving actual or suspected non-compliance with laws and 

regulations or articles of association; 
(l) report and assess the valuation methods applied, including any impact of changes of such 

methods; 
(m) explain the scope of consolidation and the exclusion criteria applied; 
(n) identify any audit work performed by third-country auditor, other than by members of the same 

network; 
(o) indicate whether all requested explanations and documents were provided by the audited 

entity; 
(p) report: 

(i) any significant difficulties encountered in the course audit; 
(ii) any significant matters discussed with management; and 
(iii) any other matters significant to the oversight of the financial reporting process. 

 

Summary of responses 
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80% of the respondents indicated that they received the additional audit committee report 
in time. The share of Yes responses was the following in different entity groups: 
- 87% in large cap listed entities; 
- 84% in mid cap listed entities; 
- 74% in small cap listed entities; and 
- 64% in non-listed entities. 
 
Yes respondents gave comments such as the following (direct quotations): 
- “Yes, the additional report was submitted to the Audit Committee prior to submission 

of the audit report.” 
- “It was submitted to board of directors.” 

 
No respondents gave comments such as the following (direct quotations): 
- “The additional report was submitted later.” 
- “No additional report was provided by the statutory auditor.” 

 
Four out of ten of the No and Not applicable respondents were small cap listed 
companies. 

Observations 

80% of the respondents answered that the additional report to the audit committee was 
submitted in time while the other responses indicated that there is room for improvement. 

References to related literature 

Much of the new information required in the additional report to audit committee is factual, 
but certain requirements will require consideration to determine the most effective way of 
presenting it in a way that can facilitate effective dialogue between the audit committee 
and auditors, comments ecoDa in its Guidance for audit committees from 2016. EcoDa 
analyses that the aim of the requirement to describe the audit approach taken is to 
describe it in such a way that audit committees can understand the audit approach taken 
on significant balance sheet items and how the evidence is obtained.44 Audit committees 
should allow sufficient time in their agenda for effective dialogue with the auditor about 
the matters disclosed in the additional report to the audit committee.45 
 

  

                                                
44 ecoDa 2016: page 19 
45 ecoDa 2016: page 19 
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 Discussion of key matters 

Legal reference 

Art 11 of AUR 
Upon request by a statutory auditor, an audit firm or the audit committee, the statutory auditor(s) or 
the audit firm(s) shall discuss key matters arising from the statutory audit, referred to in the 
additional report to the audit committee, and in particular in point (j) of the first subparagraph, with 
the audit committee, administrative body or, where applicable, supervisory body of the audited 
entity. 
 
Art 11 of AUR 
(j) report on any significant deficiencies in the audited entity's or, in the case of consolidated 

financial statements, the parent undertaking's internal financial control system, and/or in the 
accounting system. For each such significant deficiency, the additional report shall state 
whether or not the deficiency in question has been resolved by the management; 

 

Summary of responses 

 
 
Based on the responses, over 80% of the respondents discussed the key matters arising 
from the statutory audit with the auditor. The share of Yes responses was the following in 
different entity groups: 
- 97% in large cap listed entities; 
- 87% in mid cap listed entities; 
- 74% in small cap listed entities; and 
- 79% in non-listed entities. 
 
Yes respondents gave comments such as the following (direct quotations): 
- “The statutory auditor presents to the audit committee the key matters arising from 

the statutory audit.” 
- “Yes key findings (if any) are regularly discussed along with possible actions or 

improvements needed.” 
- “Key Audit Matters (KAMs) were discussed.” 
 
Yes, partly respondents gave comments such as the following (direct quotations): 
- “Included in the early warning memorandum, the yearend report.” 
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- “All major observations were discussed and issues needing attention were linked 
also to the internal audit plan to ensure progress.” 

Observations 
Over 80% of the respondents discussed the key matters arising from the statutory audit 
with the auditor. Regular discussions with the statutory auditor were held, including 
addressing possible deficiencies and considering improvements and actions needed. 

References to related literature 

EcoDa writes in its Audit Committee Guide, that it is also expected   that the audit 
committee reviews the statutory auditor’s findings, including any changes in audit 
approach or any modifications to the statutory audit report and understands the reasons 
for those changes and modifications. Audit committees should discuss with the auditors 
both major issues that arose during the course of the audit and have been resolved and 
also those issues that have been left unsolved. Consideration of these issues helps the 
audit committee to assess the appropriateness of the system of internal control and also 
management’s approach to the preparation and presentation of financial information.46 
 
In addition, ecoDa lists topics related to quality of corporate reporting, on which audit 
committees should have open and frank discussions with the auditor, in addition to their 
own work and analysis. These important topics include for example: 
 
- the appropriateness of the accounting policies to the particular circumstances of the 

company; 
- the appropriateness of accounting estimates and judgements; 
- the potential impact of any uncertainties, including significant risks and exposures, 

such as pending litigation; 
- material uncertainties that may cast doubt on the company’s ability to continue as a 

going concern; 
- the extent to which financial statements are affected by unusual transactions; 
- inconsistencies between the financial statements and any other information in the 

document containing the financial statements for example, narrative reporting; and 
- the design and operation of the company’s internal control and risk management 

systems.47 

  

                                                
46 ecoDa 2011: page 26 
47 ecoDa 2011: pages 26-27 
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8 Oversight of the financial reporting process 

 Monitoring the financial reporting process 

Legal reference 
Art 39.6.b) of AUD 
… the audit committee shall, inter alia: 
 (b) monitor the financial reporting process and submit recommendations or proposals to ensure its 
integrity; 

Summary of responses 

 
 
89% of the respondents answered that they monitor or partly monitor the financial 
reporting process of the entity. The share of Yes responses was the following in different 
entity groups: 
- 84% in large cap listed entities; 
- 76% in mid cap listed entities; 
- 62% in small cap listed entities; and 
- 86% in non-listed entities. 
 
A small percentage (6%) of the respondents indicated that they don’t monitor the financial 
reporting process at all. Some of these entities however, described in their comments 
going through the financials at every meeting or co-operating with the auditor. 
 
Yes and Yes, partly respondents gave comments such as the following (direct 
quotations): 
- "The audit committee reviewed financial reports on quarterly and annual basis. The 

audit committee was engaged in the implementation of new accounting policies and 
accounting judgments made by management. The audit committee interacted on a 
regular basis with financial management such as the CFO and Group Controller and 
external auditors, which reported to the audit committee on a regular basis." 

- "Reviewing consolidated financial statements and interim reports, reviewing any 
deficiencies or observations reported by auditors or internal audits, reviewing any 
changed in the principles of accounting and external reporting prior to 
implementation." 



  66 (94) 
 
 
 
 

 

 

  66  

Oversight of the financial reporting process 
 

- "We receive detailed financial reports on monthly basis and discuss them in the audit 
committee meeting. We also follow up closely the development of the financial 
reporting process including the implementation of new ERP-system." 

Observations 

89% of the respondents answered that they monitor or partly monitor the financial 
reporting process. The core of the financial reporting process monitoring seems to be 
regular reviews of the financial reports. The validation of the reporting process and its 
possible weaknesses is based on discussions with and reports from internal and external 
auditors and management. 

References to related literature 

IOSCO discussed the importance of the audit committee oversight role with respect to the 
quality of financial information produced by the management and the high quality of 
records and analyses supporting the financial report.48 
 
According to ecoDa's Audit Committee Guide from 2011, in order to perform their 
financial reporting monitoring role effectively, the audit committees need to understand 
the underlying context for financial reporting, and in particular49: 
 
- management’s responsibilities and their representations to the committee; 
- management’s remuneration plan. Here, it is important for the audit committee to 

understand, how this might affect management's decisions and proposals; 
- the external auditor’s responsibilities under generally accepted auditing standards. 

The audit committee should understand also where the responsibility ends and what  
the limitations are; 

- the nature of critical accounting policies, judgements and estimates. The audit 
committee should assess, if they have been considered carefully enough; and 

- with any significant or unusual transactions where the accounting is open to different 
approaches, has there been a profound analysis and justified decision making on 
these. 

 
  

                                                
48 IOSCO 2019: page 8 
49 ecoDa 2011: page 17 
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 Implementation of new IFRSs 

Legal reference 
Art 39.6.b) of AUD 
… the audit committee shall, inter alia: 
 (b) monitor the financial reporting process and submit recommendations or proposals to ensure its 
integrity; 

Background 
Implementing the new standards IFRS 9 Financial Instruments, IFRS 15 Revenue from 
Contracts with Customers and IFRS 16 Leases was one of the major projects in the field 
of financial reporting for all listed entities in the EU in the first applications in 2018 and 
2019 and the preceding years. In spite of industry and size of the entity, the 
implementation of these standards resulted in changes in accounting policies, 
measurement and disclosures for all entities. The results regarding engagement of the 
audit committee per standard are analysed more carefully below. 
 
IFRS 17, the insurance standard applies to insurers only so it is only applicable to a small 
number of companies in this survey. In addition, the standard enters into effect 1 January 
2022 or later and is still subject to amendments. 

Summary of responses 

Implementation of IFRS 9 Financial Instruments 
 

 
 
Two thirds (66%) of the respondents had been involved in the implementation of IFRS 9. 
This is a bit less than regarding the other two new standards already in force, IFRS 15 
and 16. This is understandable, since IFRS 9 could be highly significant to some entities, 
such as banks, but insignificant to other entities, to which financial instruments are not so 
material. When analysing answers of the large cap companies only, the stage of 
involvement is slightly higher; 78% of the audit committees had been engaged in the 
process. 
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The engagement of the audit committees was commented on as follows (direct 
quotations): 
- "Audit Committee monitored closely implementation project of IFRS 9." 
- "Audit committee discussed the impact and was involved in preparing the policy." 
- "Audit committee has approved accounting policies." 
- "Detailed follow-up by the audit committee in preparation for implementation." 
- "The implementation of the standard has been presented several times to the audit 

committee both before and after entering into effect." 
- "Applicability, estimated impact and company's project plan and its progress have 

been presented in the audit committee and feedback has been given." 
- "Thorough follow-up in several meetings of the implementation process including 

first estimates of impacts.” 
 
Implementation of IFRS 15 Revenue from Contracts with Customers and IFRS 16 
Leases 
 

 
 
Three quarters (76%) of the respondents had been involved in implementation of IFRS 
15, the revenue standard. For large cap entities only, the share is a bit higher; 87%. 
There is also a high degree of involvement of the respondents in implementation of IFRS 
16, the leasing standard (78%). 
 
According to IASB, IFRS 16 was expected to affect the IFRS amounts reported by 50% of 
the listed entities. 50 IFRS 16 has effects not only on the balance sheet but also on 
Alternative Performance Measures (APMs) and key performance indicators (KPIs), 
income and cash flow statements. Therefore, as APMs and KPIs play a key role in 
investor reporting and access to finance, audit committees have been monitoring the 
impact analysis, implementation and disclosures related to IFRS 16 more widely. For 
large cap entities only, the share is again slightly higher; 87%. 
 
The engagement of the audit committees was described in responses such as the 
following (direct quotations): 
IFRS 15: 
- "Board reviewed the changes, assessed the impact on net sales and approved the 

accounting and reporting concept." 
- "Review of the implications as well as the implementation plan by the management, 

asking feedback from external auditor." 

                                                
50 IASB Effect Analysis IFRS 16 Leases 
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- "The five step model for revenue recognition and the impact of the standard is 
reviewed by the board of directors." 

- "The implementation of the standard has been presented several times to the audit 
committee both before and after entering into effect." 

- "Audit committee approved the accounting concept, followed the progress of the 
project and assessed the implications for financial statements. 

IFRS 16: 
- "Board approved the accounting and reporting concept. Board reviewed implications 

to financial statements." 
- "As part of introducing major change in IFRS related to company and analysing its 

effects." 
- "Applicability, estimated impact and company's project plan and its progress have 

been presented in the audit committee and feedback has been given." 
- "The audit committee has followed the preparatory actions for the adaptation and 

reviewed the estimates for the impact." 
 
Implementation of IFRS 17 Insurance Contracts 
 

 
 
The insurance standard IFRS 17 is only applicable to those entities that sell insurances. 
About 10% of the entities answered that the audit committee had been involved in the 
implementation process of IFRS 17. However, only four entities answering Yes were 
entities with insurance activities in scope of IFRS 17. For the other Yes responses, the 
involvement of audit committee therefore presumably means assessment that the entity 
is not an IFRS 17 applier. 
 
The engagement of the audit committees was described in responses such as the 
following (direct quotations): 
- "The audit committee has followed up the project started to implement this IFRS. 

Major impact and thus the project will be followed very carefully." 
- "Regular status updates on group level IFRS 17 project." 
- "Continuously informed by management of status, consequences and 

implementation." 
- "The main changes have been reported to the AC. The implementation is in 

progress." 
- "CFO and Risk management has reported regularly to the Risk and audit 

committee." 
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Observations 
Implementing the new standards resulted in changes in accounting policies, 
measurement and disclosures for all entities. When some of the standards are more 
relevant to some entities and less relevant to others, it was necessary in every entity, to 
perform a profound impact analysis. The overall picture based on the responses is, that 
audit committees have largely been involved in the process of implementing these new 
standards. With few exceptions, the descriptions about audit committee involvement 
included reference to the audit committee being informed about the impacts and progress 
of implementation and/or reviewing or assessing the impacts. 
 
However, based on the experience from FIN-FSA enforcement activities, there is room 
for a more active role for audit committees in implementing new standards and defining 
accounting policies. The audit committee should question the choices of the management 
and form their own opinions. Accounting policy choices have possibly major impacts on 
the financial reporting of the entity. Therefore, both active involvement and high 
competence are required from the audit committee. 

References to related literature 

IOSCO published a statement concerning implementation of the three new accounting 
standards IFRS 9, IFRS 15 and IFRS 16. According to IOSCO, issuers, including their 
audit committees, and auditors will each play a critical role during the implementation of 
the three new standards.51 The recommendations and views of this statement are well 
applicable to the implementation of any new accounting standards or other major 
changes in accounting policies of an entity. IOSCO underlines, that issuers, their audit 
committees, and auditors need to be engaged appropriately and ensure that they have 
allocated sufficient time and resources, to support the high-quality implementation of the 
new standards. 
 

  

                                                
51 IOSCO 2016: page 2 
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 Determination and use of Alternative Performance Measures 

Legal reference 
Art 39.6.b) of AUD 
… the audit committee shall, inter alia: 
 (b) monitor the financial reporting process and submit recommendations or proposals to ensure its 
integrity; 
 

Summary of responses 

 
 
Based on the answers more than one third (38%) of the respondents were engaged in 
determination and use of APMs of the entity during the reference period. However, there 
is a large number of respondents (32%) that were not engaged in this process. There is 
not much difference to these amounts when monitoring answers of the large cap entities 
only (42%). It is to be noted, that the low percentage of involvement (38%) could be 
explained by the limitation of the answer to a defined period and some audit committees 
not having APMs on their agenda on that specific period. 
 
Of the No responses of all listed entities close to 80% presented APMs but respondents 
however answered not being involved in determination and use of the APMs. A few of 
them explained that APMs were not subject to determination or changes during the 
reference period and therefore also not subject to decision making. Others did not include 
explanations to their No answers. 
 
The engagement of the audit committees was described in respondents' comments such 
as the following (direct quotations): 
- "The audit committee originally reviewed and approved the measures selected to be 

reported." 
- "The audit committee has been involved in the determination of the measures and 

monitors them on a quarterly basis." 
- "By reviewing the APMs in connection with the interim releases and full year 

financial accounts. Also definition and use of IAC's has been discussed and 
controlled." 

- "The procedure, guidelines and implementation thereof, including the consistency, 
has be reviewed by the audit committee and validated by the auditors." 

- "Reviewing the appropriateness of the APMs proposed and their content and 
ensuring they are applied in a consistent manner." 
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The involvement of the audit committee was described as being discussions and review 
of the APMs in audit committee meetings. In some cases (15% of the Yes answers), the 
APMs had been subject to the audit committee's approval or decision. 

Observations 
In addition to financial statements, the APMs often form an essential part of an entity’s 
financial performance reporting. Therefore, the results of the survey showing only 38% of 
the audit committees being involved in the determination and the use of APMs could be 
seen as surprising. 

To reflect the business, performance and financial state of an entity, the APMs should be 
carefully selected and consistent over reporting periods. The audit committee should 
understand and analyse what is the rationale of behind the selection of the APMs for their 
entity. The audit committee should also be able to challenge the selection and make 
recommendations. Audit committees are recommended to be familiar with the main 
principles of the APM Guidelines of ESMA. 

References to related literature 

The European Securities and Markets Authority (ESMA)52 has issued APM Guidelines to 
set out a common approach towards the use of APMs and benefit users and to promote 
market confidence. 

EY Centre for Board Matters recommends audit committees to question management on 
its selection of the reported APMs and their significance. According to EY, the audit 
committee would then request assurance from management that the company has the 
right internal controls in place to ensure accurate and meaningful reporting. EY’s 
publication includes a list of questions that audit committees should consider, such as 
“Can the APMs be clearly understood by parties outside the company?”, “What are 
management’s reasons for publishing these APMs?” and “Why have certain APMs been 
discontinued or had their definition changed?”53 

In addition, EY underlines that audit committees should be aware that, while there are 
many advantages to reporting on APMs, there are also some significant disadvantages. 
Understanding both is the key to ascertaining the quality of their companies’ reporting. 
Advantages include, according to EY, valuable insights to analysts and investors and 
highlighting key value drivers. Disadvantages include, amongst other, risk of 
management bias and lack of external verification.54 

The Center for Audit Quality (CAQ) has published a Roadmap for Audit Committees 
regarding non-GAAP Measures. The CAQ emphasizes that audit committees have an 
important role to play in improving or maintaining trust and confidence in non-GAAP 
measures.55 

52 ESMA 2015 
53 EY 2016 
54 EY 2016 
55 Center for Audit Quality 2018: page 7 



73 (94) 

  73  

Oversight of the financial reporting process 

 Recommendations or proposals by the audit committee 

Legal reference 
Art 39.6.b) of AUD 
… the audit committee shall, inter alia: 
(b) monitor the financial reporting process and submit recommendations or proposals to ensure its

integrity;

Summary of responses 

More than half (57%) of the respondents had submitted some kind of recommendation or 
proposal to the board of directors regarding the integrity of the financial reporting process. 
The share of Yes responses was as follows different entity groups: 
- 52% in large cap listed entities;
- 45% in mid cap listed entities; and
- 46% in small cap listed entities.
- 29% in non-listed entities.

The entities commented giving recommendations and submitting proposals by comments 
such as the following (direct quotations): 
- "The Board frequently comments the monthly financial reviews and audit reports."
- "During the year, the audit committee reviewed the reports on the Group's financial

situation, including the financial statements release, the half year and quarterly
financial report and updated forecasts, and made a recommendation to the board of
directors on the review of the reports and the releases. Committee also reviewed the
Review of Board of Directors, Corporate Governance Statement and Annual report."

- "Feedback is given based on the pre-reading material and findings made by the
audit committee members and the statutory auditor."

- "Various questions relating to the financial reporting process are discussed during
the audit committee meetings and also separately if needed."

- "Discussions and actions taken in the audit committee where the CFO participated."
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Observations 

More than half (57%) of the audit committees had submitted some kind of 
recommendation or proposal to the board of directors regarding the integrity of the 
financial reporting process. About a quarter of the entities commented on what kind of a 
recommendation or proposal was given. Many responses indicated, that submitting 
recommendations and giving proposals is business as usual, part of the audit 
committee's core duties. The proposals and recommendations arise from agenda topic 
discussions, reports and findings of the external or internal auditor and are also often 
discussed with management. 

The number of No responses (35%) was high which relates to the fact that not all entities 
have a distinct audit committee or it may not have been necessary to submit 
recommendations during the reference period. 

References to related literature 

Commission Recommendation states, that as a general rule, the audit committee should 
make recommendations aimed at preparing the decisions to be taken by the board. The 
primary purpose of the committees should be to increase the efficiency of the board by 
making sure that decisions are based on due consideration, and to help organise its work 
with a view to ensuring that the decisions it takes are free of material conflicts of interest. 
The creation of the committees is not intended, in principle, to remove the matters 
considered from the purview of the (supervisory) board itself, which remains fully 
responsible for the decisions taken in its field of competence. 56 

56 Commission Recommendation 2005/162/EC, recommendation 6.1 



75 (94) 

 

  75  

Monitoring internal quality control and risk management systems 

9 Monitoring internal quality control and risk management systems 

Legal reference 
Art 39.6.c) of AUD 
… the audit committee shall, inter alia: 
(c) monitor the effectiveness of the undertaking's internal quality control and risk management

systems and, where applicable, its internal audit, regarding the financial reporting of the audited
entity, without breaching its independence;

Summary of responses 

Almost all (88 %) of the respondents answered that they monitor or partly monitor the 
effectiveness of the internal quality control systems. The share of Yes responses was the 
following in different entity groups: 
- 100% in large cap listed entities;
- 74% in mid cap listed entities;
- 56% in small cap listed entities; and
- 50% in non-listed entities.

Yes and Yes, partly respondents gave comments such as the following (direct 
quotations): 
- "Internal audit participates in all audit committee meetings and reports to the audit

committee. The audit committee reviews the risk management process annually."
- "The audit committee reviews and discusses the findings with respect to the internal

controls of the entity annually, as well as reviews and discusses the development
activities of the internal control framework annually."

- "During 2018 Committee also reviewed the assessment of the Group's internal
control function and results from the operating subsidiaries' internal control self-
assessment, and approved policies related to financial risk management. Internal
audit function provides Committee independent, objective assurance and advice.
The function independently assessed and reported to Committee on effectiveness of
design and operation of the Group's risk management framework. Committee
reviews annually the risks and risk management issues presented in the Annual
Report and Financial Statements."

- "Group's risk management review and internal audit review are presented to the
audit committee in each audit committee meeting and the committee monitors the
effectiveness of the group's risk management system and its internal audit regarding
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financial reporting while handling the respective reviews and reports. Group's risk 
management system is regularly assessed by group's internal audit and the quality 
of group's internal audit is evaluated in accordance with IIA's professional standards 
by external auditor." 

Observations 

88% of the respondents answered that they monitor or partly monitor the effectiveness of 
the entity's internal quality control and risk management systems. Based on the 
comments received, the monitoring duty is seen as one of the core duties of the audit 
committees. It is typically performed based on reports and interviews with and from the 
internal and external auditors and risk management.  The accurate operation of the 
internal audit function itself is also monitored. 

References to related literature 

FEE57 suggests some key points to be considered by the audit committee while 
undertaking internal control and risk management monitoring activity: 

- to check whether the risk management systems have identified meaningful risks to
the audited entity’s objectives

- to propose ’key controls’ to improve the effectiveness of internal controls
- to collect information that indicates in a persuasive manner whether the controls are

operating effectively or not.

57 FEE 2016: page 9 
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10 Interactions between audit committees and supervisory authorities 

 Publications of the supervisory authorities 

Summary of responses 

The publications of FIN-FSA seem to be commonly followed (approximately 75% of the 
respondents), which was also as expected since FIN-FSA is the supervisory body of the 
PIE entities. The publications of the PRH Auditor Oversight were also quite actively 
followed (about 45% of the respondents). The publications of other, international 
supervisory authorities (e.g. ECB, SSM58) are not that commonly monitored by audit 
committees (22%). 

Yes responses regarding other supervisory authorities (e.g. the ECB) include also audit 
committees of non-financial institutions. Some financial sector respondents however, 
answered surprisingly that they do not follow publications of these other authorities, such 
as the ECB for instance. 

According to some responses, it is assumed to be the task of the audit committee chair, 
to follow up on the work and publications of the supervisory authorities (direct quotations): 
- "The chairperson actively follows and informs the colleagues of issues relevant to

the company."
- "Main responsibility for this is with the chairman of the Audit Committee. It was not

followed by every member of the audit committee."

Most of the responses indicated, that the audit committee is informed of relevant 
publications by the management of the entity (CFO, compliance officer etc.) and in a few 
cases by the auditor (direct quotations): 
- "Relevant company level functions (such as finance, compliance and risk

management) follow FSA's work and publications and report to the Audit committee,
if needed."

- "Work and publications of Supervisory Authorities in relation to audit and financial
reporting processes are followed within the Company and updates are provided to
the Audit Committee in connection with management reports if deemed relevant to
the Company."

- "Part of compliance reporting."

58 Single Supervisory Mechanism 
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- "Finance management communicates and presents to Audit Committee when
needed. These issues are typically brought up by the CFO or our auditor."

Some responses indicated, that a wide range of other publications are also followed 
(direct quotations): 
- "Publications of the largest auditing firms, board member associations, professional

circles (many board members work in finance/accounting/industry), surveys with
similar professionals."

Observations 

The publications of the supervisory authorities are known and regularly followed by a 
large part of the audit committees. However, there seems to be some room for improved 
awareness and active following of the publications of the international supervisory or 
regulatory bodies to get a wider perspective on current issues such as the SEC, the ECB 
and the PCAOB. Following the publications of the ECB is highly recommended for the 
audit committees of financial sector entities. 

Sources of publications of supervisory authorities 

FIN-FSA and some other international supervisory bodies 

- ESMA www.esma.europa.eu
- FIN-FSA https://www.finanssivalvonta.fi/en/
- FIN-FSA Capital Markets https://www.finanssivalvonta.fi/en/capital-markets/

o Market newsletter (only partly in English)
o Annual event for listed companies (only in Finnish)

- U.S. Securities and Exchange Commission (SEC) www.sec.gov
- Financial Reporting Council (FRC) www.frc.org.uk

PRH and some international supervisory bodies 

- CEAOB https://ec.europa.eu/info/business-economy-euro/banking-and-
finance/financial-reforms-and-their-progress/regulatory-process-financial-
services/expert-groups-comitology-and-other-committees/committee-european-
auditing-oversight-bodies_en

o Market monitoring report
- PRH https://www.prh.fi/en/auditoroversight.html
- Public Company Accounting Oversight Board (PCAOB) https://pcaobus.org

http://www.esma.europa.eu/
https://www.finanssivalvonta.fi/en/
https://www.finanssivalvonta.fi/en/capital-markets/
http://www.sec.gov/
http://www.frc.org.uk/
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/financial-reforms-and-their-progress/regulatory-process-financial-services/expert-groups-comitology-and-other-committees/committee-european-auditing-oversight-bodies_en
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/financial-reforms-and-their-progress/regulatory-process-financial-services/expert-groups-comitology-and-other-committees/committee-european-auditing-oversight-bodies_en
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/financial-reforms-and-their-progress/regulatory-process-financial-services/expert-groups-comitology-and-other-committees/committee-european-auditing-oversight-bodies_en
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/financial-reforms-and-their-progress/regulatory-process-financial-services/expert-groups-comitology-and-other-committees/committee-european-auditing-oversight-bodies_en
https://www.prh.fi/en/auditoroversight.html
https://pcaobus.org/
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 Request for information from supervisory authorities 

Question 
39. Has the audit committee requested any focused information from Supervisory
Authorities?

a) FIN-FSA (Finanssivalvonta)
b) Auditor Oversight Authority (PRH:n tilintarkastusvalvonta)
c) Other (e.g. ECB, SSM59)

Summary of responses 

Few entities have requested focused information from the supervisory authorities: 
- nine from FIN-FSA
- four from PRH
- four from some other authority.

The requests from FIN-FSA mainly related to the disclosure obligation including 
prospectuses. 

A few respondents indicated, that the entity would be the first one to contact the 
supervisory authority, not the audit committee (direct quotations): 
- "Whenever questions arise, the audit committee would address them to

Management prior to contacting the Supervisory Authorities."
- "First contacts, if there has been any during the reference period, were primarily

taken by the company."
- "Finance management has been in contact with Fiva."

59 Single Supervisory Mechanism 
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The reference period is defined as the interval of time (usually twelve months) between the annual general meeting 
at which the most recent statutory accounts have been approved and the annual general meeting at which the 
accounts for the previous financial year were approved.

The reference period end date should be no later than 31 December 2018. So for entities with the financial period 1 
January – 31 December the reference period is the interval of time between the annual general meeting held in 
2017 and the annual general meeting held in 2018.

Audit committee composition and skills

Acronyms

AUR
The Regulation (EU) N°537/2014 of the European Parliament and of the Council of 16 April 
2014 on specific requirements regarding statutory audit of public-interest entities and 
repealing Commission Decision 2005/909/EC.

AUD
The Directive (2006/43/EC) of the European Parliament and of the Council of 17 May 2006 
as amended by Directive 2014/56/EU of 16 April 2016 on statutory audits of annual 
accounts and consolidated accounts, amending Council Directives 78/660/EEC and 
83/349/EEC and repealing Council Directive 84/253/EEC.

OYL 
Limited Liability Companies Act 624/2006

1. a) Which body or committee within the audited entity carries out the functions assigned to the audit committee? 

Legal reference
Art 39.1 of AUD, OYL 6:16b / The entity has an audit committee
Art 39.2 of AUD, OYL 6:16b / Audit committee functions are performed by administrative or supervisory body
Art 39.4 of AUD, OYL 6:16b / The entity has no audit committee

Distinct audit

committee

Audit committee functions are 

preformed by the board of directors

Audit committee functions are 

performed by another body

Not

applicable

1. b) Number of committee members in the audit committee (option 1)

Comments:





2. Does at least one member of that body/committee have competence in accounting and/or auditing?

Art 39.1 of AUD, OYL 6:16c / Competence of AC members

Yes Yes, partly No Not applicable

Comments:





3. Does the body/committee members as a whole have experience relevant to the sector in which the audited entity 
is operating?

Page 2 of 13Questionnaire for audit committees
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Art 39.1 of AUD, OYL 6:16c / Composition and competence of AC members

Yes Yes, partly No Not applicable

Comments:





4. Are a majority of the members of that body/committee independent of the audited entity?

Art 39.1 of AUD, OYL 6:16c / Composition and competence of AC members

Art 39.5 of AUD1, OYL 6:16b / Members of AC are members of administrative or supervisory body if the entity

Yes Yes, partly No Not applicable

Comments:





1 If all members of the audit committee are members of the administrative or supervisory 
body of the audited entity, Art 39.5 of the Audit Directive allows Member States for an 
exemption of the requirement for the majority of members to be independent.

Interaction with the administrative or supervisory body (e.g. board of directors)

In the following questions ”audit committee” refers to options 1-3.

5. How many times during the reference period did the audit committee communicate with the administrative or 
supervisory body of the entity to address its activities, issues and related recommendations (or how many times 
were the audit committee’s activities on the agenda of the administrative or supervisory body)? 

Legal reference
Art 39.6.a) of AUD / AC´s information requirements

Comments:





6. Did the audit committee inform the administrative or supervisory body of the entity of the outcome of the 
statutory audit (or was the outcome of the statutory audit handled in the administrative or supervisory body)?

Art 39.6.a) of AUD / AC´s information requirements

Yes Yes, partly No Not applicable
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Comments:





7-8. Did the audit committee explain to the administrative or supervisory body how the statutory audit contributed 
to the integrity of the financial reporting and what the role of the audit committee was in the statutory audit (or
was it explained to the administrative or supervisory body how the statutory audit contributed to the integrity of the 
financial reporting)?

Art 39.6.a) of AUD / AC´s information requirements

Yes Yes, partly No Not applicable

Comments:





Independence including the prior approval of permitted non-audit services

9. Did the audit committee monitor the amount of fees paid to the statutory auditor (or the audit firm) in order to 
ensure future compliance with the permitted non-audit services fee cap of 70%? 

Art 4.2 of AUR / Statutory Auditor´s Fee – Requirements & limits
Art 39.6.e) of AUD / AC´s monitoring duty
Art 6.2.b) of AUR / Independence of Statutory Auditor

Yes Yes, partly No Not applicable

Comments:





10. Did the audit committee receive a written representation from the statutory auditor (or the audit firm) 
confirming that the statutory auditor, the audit firm and partners, senior managers and managers, conducting the 
statutory audit were independent of the entity? 

Art 6.2.a) of AUR / Independence of Statutory Auditor
Art 39.6.e) of AUD / AC´s monitoring duty

Yes Yes, partly No Not applicable

Comments:





11. Did the statutory auditor (or the audit firm) of the entity discuss with the audit committee threats to its 
independence as well as safeguards applied to mitigate those threats? 

Art 6.2 of AUR / Independence of Statutory Auditor
Art 39.6.e) of AUD / AC´s monitoring duty
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Yes Yes, partly No Not applicable

Comments:





Provision of permitted non-audit services by the statutory auditor (or any member of its network) :

12. Did the statutory auditor (or any member of its network) submit a tender to the entity, its parent and controlled
undertakings, for the provision of non-audit services during the reference period? 

Art 5.4 of AUR / Non-audit-services, approval of AC

Yes Yes, partly No Not applicable

Comments:





13. Were all these requests for non-audit services examined by the audit committee? 

Art 5.4 of AUR / Non-audit-services, approval of AC

Yes Yes, partly No Not applicable

Comments:





14. Did the audit committee withhold approval of any of these requests during the reference period? 

Art 5.4 of AUR / Non-audit-services, approval of AC

Yes Yes, partly No Not applicable

Comments:





15. What were the reasons supporting this/these refusal(s)? 

Art 5.4 of AUR / Non-audit-services, approval of AC

Comments:
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Auditor selection process

16. Did either of the following occur during the reference period:

� appointment of a new statutory auditor(s) or 

� reappointment of the previous statutory auditor(s) after a tendering process was performed.  

Legal reference
Art 16.3 of AUR / AC´s recommendation, procedure criteria

Yes Yes, partly No Not applicable

Comments:





As part of the selection process of this/these new statutory auditor(s)2 :

17. Did the audit committee assume responsibility with regard to the selection procedure of this/these statutory
auditor(s)?

Art 16.3 of AUR / AC´s recommendation, procedure criteria

Yes Yes, partly No Not applicable

Comments:





18. How many audit firms were invited to participate in the tender?

Art 16.3 of AUR / AC´s recommendation, procedure criteria

Comments:





19. How many statutory auditors (or audit firms) finally submitted an offer following the tendering?

Art 16.3 of AUR / AC´s recommendation, procedure criteria

Comments:
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20. Did the tender process allow for the participation in the selection procedure of firms which received less than 
15% of total fees from public-interest entities in the Member State in the previous calendar year? 

Art 16.3.a) of AUR / Tender process, 15% limit rule

Yes Yes, partly No Not applicable

Comments:





21. Did the tender documents contain sufficient information to allow invited statutory auditors (or audit firms) to
understand the business of the entity? 

Art 16.3.b) of AUR / Tender process, document requirements

Yes Yes, partly No Not applicable

Comments:





22. Did the tender documents contain sufficient information to allow invited statutory auditors (or audit firms) to
understand the type of statutory audit to be carried out? 

Art 16.3.b) of AUR / Tender process, document requirements

Yes Yes, partly No Not applicable

Comments:





23. Did the tender documents contain transparent non-discriminatory selection criteria that was used by the entity 
to evaluate the proposals made by statutory auditors (or audit firms)? 

Art 16.3.b) of AUR / Tender process, document requirements

Yes Yes, partly No Not applicable

Comments:
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24. a) Did the audit committee validate the report prepared by the entity (such as by the management or other 
staff of the entity) on the conclusion of the selection procedure? 

Art 16.3.e) of AUR / Tender process, evaluation of proposals

Yes Yes, partly No Not applicable

Comments:





24. b) In the tendering process (if applicable): 

i) Please describe 
what information 
was used to 
evaluate the
quality of the 
audit and the 
auditor.

ii) Please
describe how 
much weight was 
put on the price.

Comments:





25. Did the audit committee identify in its recommendation to the administrative or supervisory body at least two
candidates for appointment? 

Art 16.2) of AUR / Recommendation by AC

Yes Yes, partly No Not applicable

Comments:





26. Did the audit committee express a duly justified preference for one candidate? 

Art 16.2) of AUR / Recommendation by AC

Yes Yes, partly No Not applicable

Comments:





27. Did the audit committee consider whether the entity is able to demonstrate, upon request, to the relevant 
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competent authority that the selection procedure was conducted in a fair manner? 

Art 16.3.f) of AUR / Recommendation by AC

Yes Yes, partly No Not applicable

Comments:





2 According to Art 16.4 of AUR, public-interest entities which meet the criteria set out 
in the points (f) and (t) of Article 2(1) of Directive 2003/71/EC shall not be required 
to apply selection procedure referred to in paragraph 3 of the Article 16 of AUR. 
Questions 17 to 24 may accordingly not be relevant for PIE that meet these criteria’s.

Oversight of the audit function

28. How many times during the reference period did the audit committee meet the statutory auditor (for example 
to monitor the execution of the audit plan and/or discuss of any significant transactions/issues or changes in the
business)?

Legal reference
Art 39.6.d) of AUD, OYL 6:16b / AC´s monitoring duty

Comments:





29. Did the audit committee monitor the performance of the statutory audit of the annual and consolidated financial 
statements of the entity?

Art 39.6.d) of AUD, OYL 6:16b / AC´s monitoring duty

Yes Yes, partly No Not applicable

Comments:





30. Did the audit committee consider the findings (if any) and conclusions made by PRH during their last inspection 

of the statutory auditor (or audit firm)?3

Art 39.6.d) of AUD, OYL 6:16b / AC´s monitoring duty

Yes Yes, partly No Not applicable

Comments:
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31. Did the statutory auditor of the entity submit the additional report to the audit committee no later than the date 
of submission of its audit report?

Art 11 of AUR, OYL 6:16b / Stautory Auditor´s additional report to AC

Yes Yes, partly No Not applicable

Comments:





32. Did the audit committee discuss with the statutory auditor (or the audit firm) key matters arising from the 
statutory audit, in particular significant deficiencies in the entity’s internal financial control system and/or in the
accounting system? 

Art 11 of AUR, OYL 6:16b / Stautory Auditor´s additional report to AC

Yes Yes, partly No Not applicable

Comments:





Oversight of the financial reporting process

33. a) Did the audit committee monitor the financial reporting process of the entity? 

Art 39.6.b) of AUD, OYL 6:16b / AC´s monitoring duty

Yes Yes, partly No Not applicable

33. b) If “Yes” please describe how the audit committee monitored the financial reporting process of the entity.





Comments:





34. Did the audit committee submit recommendations or proposals to ensure the integrity of the financial reporting 
process of the entity? 

Art 39.6.b) of AUD, OYL 6:16b / AC´s monitoring duty

Yes Yes, partly No Not applicable
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Comments:





Oversight of the internal quality control and risk management systems

35. Did the audit committee monitor the effectiveness of the entity’s internal quality control and risk management 
systems and, where applicable, its internal audit regarding the financial reporting of the audited entity? 

Art 39.6.c) of AUD, OYL 6:16b / AC´s monitoring duty

Yes Yes, partly No Not applicable

Comments:





3Question might not be applicable when information is made available to the Audit 
Committee.

Additional questions

36. a) Has the audit committee been engaged with the implementation process of new IFRSs?

Yes No N/A

IFRS 9 Financial
Instruments

IFRS 15 Revenue from
Contracts with 
Customers

IFRS 16 Leases

IFRS 17 Insurance
Contracts

36. b) If "Yes" please describe how

IFRS 9 Financial
Instruments

IFRS 15 Revenue 
from Contracts 
with Customers

IFRS 16 Leases

IFRS 17 
Insurance
Contracts

Comments:
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37. a) Has the audit committee been engaged with the determination and use of Alternative Performance Measures 
the entity has presented?

Yes No N/A

37. b) If "Yes" please describe how.





Comments:





38. Does the audit committee follow the work and publications of Supervisory Authorities in relation to audit and
financial reporting processes?

Yes No N/A

FIN-FSA
(Finanssivalvonta) 

Auditor Oversight 
Authority (PRH:n
tilintarkastusvalvonta)

Other (e.g. ECB SSM)

Comments:





39. Has the audit committee requested any focused information from Supervisory Authorities?

Yes No N/A

FIN-FSA
(Finanssivalvonta) 

Auditor Oversight 
Authority (PRH:n
tilintarkastusvalvonta)

Other (e.g. ECB SSM)

Comments:





40. Please describe what kind of actions the audit committee has performed to maintain its independence from the 
management of the entity.
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41. Please describe based on your experience what the biggest challenges are in the work of the audit committee.





42. Please describe how the audit committee has processed this survey.





Other Comments

Audit Committees may use this comment box to elaborate on any other topics related to their new tasks. Please 
note, this comment box is only for items that have not been reported in previous sections of this questionnaire.
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