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The UK competition regulator has 
recommended the audit and consulting 
arms of the big four consulting firms 
Deloitte, EY, KPMG and PwC be split into 
separate operating units to reduce the 
influence of the consulting practices upon 
the smaller auditing divisions. 

The Competition and Markets Authority 
also recommended just before Easter that 
Britain's top 350 listed companies be 
forced to hire two auditors to open up the 
market beyond the big four firms. 

But the CMA stopped short of demanding 
the big four be broken up completely. The 
recommendations, which also include 
increased scrutiny of audit committees, 
are aimed at improving audit quality and 
restoring trust after accounting failures at 
construction company Carillion and 
retailer BHS. 

Andrew Tyrie, the chairman of the CMA, 
told the Financial Times: “Just carrying on 
doing more reviews is not going to take us 
very far. We now have to make a start and 
that’s going to require legislation." 

The CMA recommendations come as a 
separate review of the audit industry 
flagged a "back to basics" approach. The 
UK government-commissioned review, led 
by company director Sir Donald Brydon 
and which may take more than a year, will 
run in parallel with a review on the UK 
regulatory framework around audits. 

The CMA report highlighted the inherent 
conflict of interest of audit partners within 
the big four firms. 

"Profit-sharing gives audit partners a 
direct interest in the success of the non-
audit business; an interest that has 
increased with growth in the size of non-
audit business," the report stated. 

The firms were split in their response to 
the CMA recommendations. 

A KPMG UK spokeswoman welcomed 
"aspects of the CMA’s recommendation to 
introduce increased separation". 
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"This model should still ensure our 
auditors have access to the benefits a 
multi-disciplinary firm brings, such as 
talent, technology and global capability," 
she said. 

PwC UK said it recognised “the 
importance of increasing trust in audit” 
but warned the recommendations could 
lead to unintended consequences. 

“It’s important that the potential impact 
and implementation of recommendations 
are well thought through to ensure they 
deliver the desired outcomes and avoid 
any unintended consequences," the 
spokeswoman said. 

Deloitte's UK managing partner for audit, 
Stephen Griggs, said joint audits were 
unproven in Britain and the firm was 
concerned that "some of their headline 
recommendations don’t meet the 
objectives on increased choice and 
competition". 

Joint audits in France have enabled 
smaller rivals like Mazars to work 
alongside the big four and win the 
confidence of bigger clients. 

The CMA said only 44 per cent of the 120 
top listed companies in France were 
audited by two big four firms, and 
challengers often had around 40 per cent 
of the joint audit. 

They also feature in Sweden and Spain, 
but were ditched in Denmark due to the 
higher cost, with estimates ranging from 
about 20 per cent to far higher. 

 


