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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:

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 
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;
Audit Committees – in undertaking annual assessments of the 
effectiveness of external audits;
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 Board1, 
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. 

2  The Audit Quality Framework (February 2008)

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 fi rms relating to fi nancial years starting aft er that date.  

2 It is not envisaged that the regulations for Transparency Reports will go beyond the 
requirements of the Statutory Audit Directive.



Tw
o 

- A
ud

it 
Q

ua
lit

y 
Fr

am
ew

or
k 

D
ri

ve
r

In
di

ca
to

rs

Th
e 

cu
ltu

re
 w

ith
in

 a
n 

au
di

t f
ir

m
Th

e 
cu

ltu
re

 o
f a

n 
au

di
t f

ir
m

 is
 li

ke
ly

 to
 p

ro
vi

de
 a

 p
os

iti
ve

 c
on

tr
ib

ut
io

n 
to

 
au

di
t q

ua
lit

y 
w

he
re

 th
e 

le
ad

er
sh

ip
 o

f a
n 

au
di

t f
ir

m
:

C
re

at
es

 a
n 

en
vi

ro
nm

en
t 

w
he

re
 a

ch
ie

vi
ng

 h
ig

h 
qu

al
ity

 i
s 

va
lu

ed
, 

in
ve

st
ed

 in
 a

nd
 re

w
ar

de
d.

Em
ph

as
is

es
 t

he
 im

po
rt

an
ce

 o
f 

‘d
oi

ng
 t

he
 r

ig
ht

 t
hi

ng
’ i

n 
th

e 
pu

bl
ic

 
in

te
re

st
 a

nd
 th

e 
ef

fe
ct

 o
f d

oi
ng

 s
o 

on
 th

e 
re

pu
ta

tio
n 

of
 b

ot
h 

th
e 

fir
m

 
an

d 
in

di
vi

du
al

 a
ud

ito
rs

. 
En

su
re

s 
pa

rt
ne

rs
 a

nd
 s

ta
ff 

ha
ve

 s
uf

fic
ie

nt
 ti

m
e 

an
d 

re
so

ur
ce

s 
to

 d
ea

l 
w

ith
 d

iff
ic

ul
t i

ss
ue

s 
as

 th
ey

 a
ri

se
.

En
su

re
s 

fin
an

ci
al

 c
on

si
de

ra
tio

ns
 d

o 
no

t d
ri

ve
 a

ct
io

ns
 a

nd
 d

ec
is

io
ns

 
ha

vi
ng

 a
 n

eg
at

iv
e 

ef
fe

ct
 o

n 
au

di
t q

ua
lit

y.
Pr

om
ot

es
 t

he
 m

er
it

s 
of

 c
on

su
lt

at
io

n 
on

 d
if

fi
cu

lt
 i

ss
ue

s 
an

d 
su

pp
or

tin
g 

pa
rt

ne
rs

 in
 th

e 
ex

er
ci

se
 o

f t
he

ir
 p

er
so

na
l j

ud
ge

m
en

t.
En

su
re

s 
ro

bu
st

 s
ys

te
m

s 
fo

r c
lie

nt
 a

cc
ep

ta
nc

e 
an

d 
co

nt
in

ua
tio

n.
Fo

st
er

s 
ap

pr
ai

sa
l 

an
d 

re
w

ar
d 

sy
st

em
s 

fo
r 

pa
rt

ne
rs

 a
nd

 s
ta

ff
 t

ha
t 

pr
om

ot
e 

th
e 

pe
rs

on
al

 c
ha

ra
ct

er
is

tic
s 

es
se

nt
ia

l t
o 

qu
al

ity
 a

ud
iti

ng
.

En
su

re
s 

au
di

t 
qu

al
it

y 
is

 m
on

it
or

ed
 w

it
hi

n 
fi

rm
s 

an
d 

ac
ro

ss
 

in
te

rn
at

io
na

l 
ne

tw
or

ks
 a

nd
 a

pp
ro

pr
ia

te
 c

on
se

qu
en

ti
al

 a
ct

io
n 

is
 

ta
ke

n.

• • • • • • • •

Financial Reporting Council  3



D
ri

ve
r

In
di

ca
to

rs

Th
e 

sk
ill

s 
an

d 
pe

rs
on

al
 q

ua
lit

ie
s 

of
 a

ud
it 

pa
rt

ne
rs

 a
nd

 s
ta

ff
Th

e 
sk

ill
s 

an
d 

pe
rs

on
al

 q
ua

lit
ie

s 
of

 a
ud

it 
pa

rt
ne

rs
 a

nd
 s

ta
ff 

ar
e 

lik
el

y 
to

 
m

ak
e 

a 
po

si
tiv

e 
co

nt
ri

bu
tio

n 
to

 a
ud

it 
qu

al
ity

 w
he

re
:

Pa
rt

ne
rs

 a
nd

 s
ta

ff
 u

nd
er

st
an

d 
th

ei
r 

cl
ie

nt
s’ 

bu
si

ne
ss

 a
nd

 a
dh

er
e 

to
 

th
e 

pr
in

ci
pl

es
 u

nd
er

ly
in

g 
au

di
tin

g 
an

d 
et

hi
ca

l s
ta

nd
ar

ds
.

Pa
rt

ne
rs

 a
nd

 s
ta

ff 
ex

hi
bi

t 
pr

of
es

si
on

al
 s

ce
pt

ic
is

m
 in

 t
he

ir
 w

or
k 

an
d 

ar
e 

ro
bu

st
 in

 d
ea

lin
g 

w
ith

 is
su

es
 id

en
tif

ie
d 

du
ri

ng
 th

e 
au

di
t.

St
af

f 
pe

rf
or

m
in

g 
de

ta
ile

d 
‘o

n-
si

te
’ 

au
di

t 
w

or
k 

ha
ve

 s
uf

fi
ci

en
t 

ex
pe

ri
en

ce
 a

nd
 a

re
 a

pp
ro

pr
ia

te
ly

 s
up

er
vi

se
d 

by
 p

ar
tn

er
s 

an
d 

m
an

ag
er

s.
Pa

rt
ne

rs
 a

nd
 m

an
ag

er
s 

pr
ov

id
e 

ju
ni

or
 s

ta
ff

 w
it

h 
ap

pr
op

ri
at

e 
‘m

en
to

ri
ng

’ a
nd

 ‘o
n 

th
e 

jo
b’

 tr
ai

ni
ng

. 
Su

ff
ic

ie
nt

 t
ra

in
in

g 
is

 g
iv

en
 t

o 
au

di
t 

pe
rs

on
ne

l 
in

 a
ud

it,
 a

cc
ou

nt
in

g 
an

d 
in

du
st

ry
 s

pe
ci

al
is

t i
ss

ue
s.

• • • • •

4  The Audit Quality Framework (February 2008)



D
ri

ve
r

In
di

ca
to

rs

Th
e 

ef
fe

ct
iv

en
es

s 
of

 th
e 

au
di

t 
pr

oc
es

s
A

n 
au

di
t p

ro
ce

ss
 is

 li
ke

ly
 to

 p
ro

vi
de

 a
 p

os
iti

ve
 c

on
tr

ib
ut

io
n 

to
 a

ud
it 

qu
al

ity
 

w
he

re
: Th

e 
au

di
t m

et
ho

do
lo

gy
 a

nd
 to

ol
s 

ap
pl

ie
d 

to
 th

e 
au

di
t a

re
 w

el
l 

st
ru

ct
ur

ed
 a

nd
:

En
co

ur
ag

e 
pa

rt
ne

rs
 a

nd
 m

an
ag

er
s 

to
 b

e 
ac

tiv
el

y 
in

vo
lv

ed
 in

 a
ud

it 
pl

an
ni

ng
.

Pr
ov

id
e 

a 
fr

am
ew

or
k 

an
d 

pr
oc

ed
ur

es
 to

 o
bt

ai
n 

su
ffi

ci
en

t 
ap

pr
op

ri
at

e 
au

di
t e

vi
de

nc
e 

ef
fe

ct
iv

el
y 

an
d 

ef
fic

ie
nt

ly
.

Re
qu

ir
e 

ap
pr

op
ri

at
e 

au
di

t d
oc

um
en

ta
tio

n.
Pr

ov
id

e 
fo

r c
om

pl
ia

nc
e 

w
ith

 a
ud

iti
ng

 s
ta

nd
ar

ds
 w

ith
ou

t 
in

hi
bi

tin
g 

th
e 

ex
er

ci
se

 o
f j

ud
ge

m
en

t.
En

su
re

 th
er

e 
is

 e
ffe

ct
iv

e 
re

vi
ew

 o
f a

ud
it 

w
or

k.
A

ud
it 

qu
al

ity
 c

on
tr

ol
 p

ro
ce

du
re

s 
ar

e 
ef

fe
ct

iv
e,

 u
nd

er
st

oo
d 

an
d 

ap
pl

ie
d.

H
ig

h 
qu

al
ity

 te
ch

ni
ca

l s
up

po
rt

 is
 a

va
ila

bl
e 

w
he

n 
th

e 
au

di
t t

ea
m

 
re

qu
ir

es
 it

 o
r e

nc
ou

nt
er

s 
a 

si
tu

at
io

n 
it 

is
 n

ot
 fa

m
ili

ar
 w

ith
.

Th
e 

ob
je

ct
iv

es
 o

f e
th

ic
al

 s
ta

nd
ar

ds
 a

re
 a

ch
ie

ve
d,

 p
ro

vi
di

ng
 

co
nf

id
en

ce
 in

 th
e 

in
te

gr
ity

, o
bj

ec
tiv

ity
 a

nd
 in

de
pe

nd
en

ce
 o

f t
he

 
au

di
to

r.
Th

e 
co

lle
ct

io
n 

of
 s

uf
fic

ie
nt

 a
ud

it 
ev

id
en

ce
 is

 n
ot

 in
ap

pr
op

ri
at

el
y 

co
ns

tr
ai

ne
d 

by
 fi

na
nc

ia
l p

re
ss

ur
es

.

•

◦ ◦ ◦ ◦ ◦ ◦

• • •

Financial Reporting Council  5



6  The Audit Quality Framework (February 2008)

D
ri

ve
r

In
di

ca
to

rs

Th
e 

re
lia

bi
lit

y 
an

d 
us

ef
ul

ne
ss

 o
f 

au
di

t r
ep

or
tin

g
A

ud
it 

re
po

rt
in

g 
is

 li
ke

ly
 to

 p
ro

vi
de

 a
 p

os
iti

ve
 c

on
tr

ib
ut

io
n 

to
 a

ud
it 

qu
al

ity
 

w
he

re
: A

ud
it

 r
ep

or
ts

 a
re

 w
ri

tt
en

 i
n 

a 
m

an
ne

r 
th

at
 c

on
ve

ys
 c

le
ar

ly
 a

nd
 

un
am

bi
gu

ou
sl

y 
th

e 
au

di
to

r’s
 o

pi
ni

on
 o

n 
th

e 
fin

an
ci

al
 s

ta
te

m
en

ts
 

an
d 

th
at

 a
dd

re
ss

es
 t

he
 n

ee
ds

 o
f 

us
er

s 
of

 f
in

an
ci

al
 s

ta
te

m
en

ts
 in

 t
he

 
co

nt
ex

t o
f a

pp
lic

ab
le

 la
w

 a
nd

 re
gu

la
tio

ns
.

A
ud

it
or

s 
pr

op
er

ly
 c

on
cl

ud
e 

as
 t

o 
th

e 
tr

ut
h 

an
d 

fa
ir

ne
ss

 o
f 

th
e 

fin
an

ci
al

 s
ta

te
m

en
ts

. 
C

om
m

un
ic

at
io

ns
 w

it
h 

th
e 

au
di

t 
co

m
m

it
te

e 
in

cl
ud

e 
di

sc
us

si
on

s 
ab

ou
t: Th

e 
sc

op
e 

of
 th

e 
au

di
t.

Th
e 

th
re

at
s 

to
 a

ud
ito

r o
bj

ec
tiv

ity
.

Th
e 

ke
y 

ri
sk

s 
id

en
tif

ie
d 

an
d 

ju
dg

em
en

ts
 m

ad
e 

in
 re

ac
hi

ng
 th

e 
au

di
t o

pi
ni

on
.

Th
e 

qu
al

ita
tiv

e 
as

pe
ct

s 
of

 th
e 

en
tit

y’
s 

ac
co

un
tin

g 
an

d 
re

po
rt

in
g 

an
d 

po
te

nt
ia

l w
ay

s 
of

 im
pr

ov
in

g 
fin

an
ci

al
 re

po
rt

in
g.

• • •

◦ ◦ ◦ ◦



Financial Reporting Council  7

D
ri

ve
r

In
di

ca
to

rs

Fa
ct

or
s 

ou
ts

id
e 

th
e 

co
nt

ro
l o

f 
au

di
to

rs
Fa

ct
or

s 
ou

ts
id

e 
th

e 
co

nt
ro

l o
f a

ud
ito

rs
 w

hi
ch

 a
re

 li
ke

ly
 to

 m
ak

e 
a 

po
si

tiv
e 

co
nt

ri
bu

tio
n 

to
 a

ud
it 

qu
al

ity
 in

cl
ud

e:

A
n 

ap
pr

oa
ch

 t
o 

co
rp

or
at

e 
go

ve
rn

an
ce

 w
ith

in
 t

he
 r

ep
or

tin
g 

en
tit

y 
th

at
 a

tta
ch

es
 im

po
rt

an
ce

 to
 c

or
po

ra
te

 a
nd

 fi
na

nc
ia

l r
ep

or
tin

g 
an

d 
to

 
th

e 
au

di
t p

ro
ce

ss
.

A
ud

it 
co

m
m

itt
ee

s 
th

at
 a

re
 a

ct
iv

e,
 p

ro
fe

ss
io

na
l a

nd
 r

ob
us

t i
n 

de
al

in
g 

w
ith

 is
su

es
 id

en
tif

ie
d 

du
ri

ng
 th

e 
au

di
t.

Sh
ar

eh
ol

de
rs

 t
ha

t 
su

pp
or

t 
au

di
to

rs
, 

w
he

re
 a

pp
ro

pr
ia

te
, 

th
er

eb
y 

in
cr

ea
si

ng
 th

e 
lik

el
ih

oo
d 

th
at

 d
ir

ec
to

rs
 a

nd
 m

an
ag

em
en

t w
ill

 c
om

pl
y 

w
it

h 
th

ei
r 

ob
lig

at
io

ns
 i

n 
re

la
ti

on
 t

o 
th

e 
pr

ep
ar

at
io

n 
of

 r
el

ia
bl

e 
fin

an
ci

al
 s

ta
te

m
en

ts
.

Re
po

rt
in

g 
de

ad
lin

es
 th

at
 a

llo
w

 th
e 

op
po

rt
un

ity
 to

 c
ar

ry
 o

ut
 a

n 
au

di
t 

w
ith

ou
t 

un
du

e 
re

lia
nc

e 
on

 w
or

k 
pe

rf
or

m
ed

 b
ef

or
e 

th
e 

en
d 

of
 t

he
 

re
po

rt
in

g 
pe

ri
od

.
A

pp
ro

pr
ia

te
 a

gr
ee

d 
ar

ra
ng

em
en

ts
 fo

r a
ny

 li
m

ita
tio

n 
of

 li
ab

ili
ty

. 
A

n 
au

di
t r

eg
ul

at
or

y 
en

vi
ro

nm
en

t t
ha

t f
oc

us
es

 o
n 

th
e 

dr
iv

er
s 

of
 a

ud
it 

qu
al

ity
.

• • • • • •



8  The Audit Quality Framework (February 2008)

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.grant@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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