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One - Introduction

This Audit Quality Framework is designed to support effective
communication between auditors, audit committees, preparers, investors
and other stakeholders on audit quality.

The Framework has been prepared following extensive consultation on the
FRC’s publication, Promoting Audit Quality, issued in November 2006. The
Framework is intended to be complementary to existing regulations and
guidelines and promotes the following key drivers of audit quality:

e The culture within an audit firm;

* The skills and personal qualities of audit partners and staff;

* The effectiveness of the audit process;

* The reliability and usefulness of audit reporting; and

e Factors outside the control of auditors affecting audit quality.

The FRC hopes that the publication of this Framework will assist:

¢ Companies — in evaluating audit proposals;

e Audit Committees — in undertaking annual assessments of the
effectiveness of external audits;

e All stakeholders — in evaluating the policies and actions taken by
audit firms to ensure that high quality audits are performed, whether
in the UK or overseas; and

* Regulators — when undertaking and reporting on their monitoring of
the audit profession.
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Pursuant to regulations to be made by the Professional Oversight Board?,
some audit firms will be required to prepare Transparency Reports. Such
Transparency Reports will be a useful opportunity for such audit firms

to differentiate themselves by setting out the steps that they are taking to

achieve audit quality by reference to this Audit Quality Framework.2

The FRC recognises that audit quality is a dynamic concept and that
the drivers and indicators of audit quality may change over time. It will
therefore periodically update this Framework in the light of comments
received. The first such review will take place in autumn 2008.

The Audit Quality Framework is supported by other publications, including
statements, standards, guidance and discussion papers published by the
FRC and its Operating Bodies. These are available on its website at:

www.frc.org.uk.

1 Directive 2006/43/EC on Statutory Audits of Annual and Consolidated Accounts came into
force on 29 June 2006 and must be implemented by 29 June 2008. Regulations to be made by
the POB are expected to come into force on 6 April 2008 and apply in respect of the accounts
of the relevant audit firms relating to financial years starting after that date.

21t is not envisaged that the regulations for Transparency Reports will go beyond the
requirements of the Statutory Audit Directive.
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Three - Contact details

The FRC recognises that audit quality is a dynamic concept and that the
drivers and the indicators of audit quality may change over time. It will
therefore periodically update this Framework in the light of comments
received. The first such review will take place in autumn 2008. Comments
for consideration in this review should be sent to p.george@frc-pob.org.uk
by 30 June 2008.

Any enquiries about the Framework should be sent to:

Jon Grant

Executive Director

The Auditing Practices Board
5th floor, Aldwych House
71-91 Aldwych

London WC2B 4HN

E-mail: j.egrant@frc-apb.org.uk

For general information about the work of the FRC, please see our website
at: www.frc.org.uk

For any further enquiries, please contact: enquiries@frc.org.uk
Or write to us at:

Enquiries

Financial Reporting Council
5th Floor, Aldwych House
71-91 Aldwych

London WC2B 4HN

Telephone: 020 7492 2300
Fax: 020 7492 2301
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