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Elements of Audit Quality

What should banks expect?

Audit opinion
Communication to
those charged with

governance  

Independent

Supported by evidence

Supported by objective
judgement

Complete and appropriate
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External audit

An integral part of the control environment

Revisions
Commissions ?

Risk
Committee ?

Credit
Committee ?

Audit
Committee?

ALM
Committee ?

Other
Committees ?

Corporate 

Governance 

is scaleable
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External audit

Communication - is it more than a written report?

Discussion

Change to disclosuresChange to numbers

Change in auditorSecond opinionQualified opinion

Negotiations

Research:
Beattie, Fearnley and Hines

“Auditor/company interactions 
In the 2007 UK Regulatory

environment” 2008
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Communication

Issues resulting
in changes
to disclosure

Research:
Beattie, Fearnley and Hines

“Auditor/company interactions 
In the 2007 UK Regulatory

environment” 2008
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Communication

Issues resulting
in changes
to disclosure

Research:
Beattie, Fearnley and Hines

“Auditor/company interactions 
In the 2007 UK Regulatory

environment” 2008

Key issues for banks
are generally around 
management judgments
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Independence

How is it assessed?
Threats Example Safeguards

IFAC Code of Ethics

Self-interest
Self-review

Management

Advocacy

Intimidation

Familiarity

Rotation of 
partners and

staff

Restriction on
Non-audit
services

Separate teamsResignation

Independent
review

Other 
suitable
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Evidence and objective judgement 

Why is it important?

Provides basis for opinion

Audit regulationAllows for challenge

Links work to 
established standards

(ISAs)

Enables
communication
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External audit 

What about internal control?

Gain an overall understanding (including control environment)

Look specifically at design and implementation
of controls relevant to indentified audit risks

Consider testing controls to gain assurance

Report weaknesses to management and 
those charged with governance

Attestation is possible but benefit comes from rethinking what you do
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External auditors 

Any other benefits?

Reputation

Development
of talent

Promote and spread
best practices

Ask the difficult
questions

Develop
Guidance

(e.g. credit crunch)

Deter
fraud

Moderate
regulator

Interactions?

Empower
governance
structures

Promote
discussion of risks
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External auditors 

How do banks secure the benefits?

Open 
communication
throughout the

year

Planning the 
financial reporting

and closing process

Taking
responsibility

for every aspect 
of the financial

statements

Taking 
Corporate

Governance
seriously

Develop a culture
of continuous
improvement
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External auditors 

Any questions ?

Thank you
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