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9 January 2026 

 

Financial Reporting Council 
13th Floor, 1 Harbour Exchange Square 
London, E14 9GE 
United Kingdom 

 

By email: E2Enforcementreview@frc.org.uk   

 

Dear Sir/Madam,  

Re: Consultation on Proposed Updates to the Audit Enforcement Procedure 

CPA Australia welcomes the opportunity to provide a submission to the Financial Reporting Council’s (FRC’s) consultation on 

proposed updates to the Audit Enforcement Procedure (AEP). 

As Australia’s largest professional accounting body, CPA Australia represents over 174,000 members globally, including a 

significant and growing cohort in the United Kingdom. Our members work across public practice, commerce, government, and 

academia, and are committed to upholding the highest standards of audit quality and professional conduct. 

CPA Australia is actively engaged in audit regulatory reform on matters relating to audit quality, enforcement, and the regulation 

of Registered Company Auditors. Our recent submission to the Australian National Audit Office (ANAO)’s review of ASIC’s 

regulation of Registered Company Auditors reflects our ongoing commitment to advancing audit quality and regulatory 

effectiveness in Australia. 

We commend the FRC for its leadership in undertaking a comprehensive review of its audit enforcement framework. The 

proposed reforms to the AEP demonstrate a commitment to continuous improvement, transparency, and the public interest—

principles that CPA Australia strongly supports and advocates for in our own jurisdiction. We believe that international 

regulatory benchmarking and the sharing of good practice are essential to the ongoing evolution of audit oversight globally. In 

this context, we offer the following perspectives, drawing on our experience in the Australian market, experiences of our 

members and our engagement with ASIC and other regulators. 

Expanded Routes to Resolution: Proportionality and Timeliness 

CPA Australia notes and supports the FRC’s proposal to expand the available routes to resolution under the AEP, moving from 

two main options to a broader suite that includes Published Constructive Engagement, Accelerated Procedure, and Early 

Admissions Process. We recognise that these new pathways are designed to deliver more proportionate and targeted regulatory 

responses, enabling the FRC to match the nature and severity of each case with the most appropriate intervention. In particular, 

the introduction of mechanisms such as Accelerated Procedure and Early Admissions Process has the potential to facilitate more 

timely outcomes, reduce unnecessary resource expenditure, and enhance the educative value of regulatory actions. 

Our experience in the Australian market suggests that proportionality in regulation and oversight together with timeliness, are 

critical to maintaining stakeholder confidence and supporting a sustainable audit market. We have emphasised the importance 

of regulatory responses that are matched to the seriousness of audit shortcomings and have advocated for improvements in 

transparency, such as clearer categorisation of findings and more timely feedback to firms. We support the principles of 

proportionality, timeliness, and educative transparency in audit enforcement. 

However, we also caution that these new and untested routes must be implemented with care. It is important that the FRC 

ensures robust evidentiary safeguards, clear procedural guidance, and ongoing monitoring of outcomes to prevent unintended 



 

consequences. For example, while the Accelerated Procedure aims to resolve matters quickly by relying on suitable evidence 

already held by the FRC, rather than initiating a full investigation under the proposed new Part 4 of the AEP. While this approach 

can expedite case resolution, it carries a risk of over-reliance on existing evidence), which could compromise due process or the 

thoroughness of regulatory review, especially in complex or judgement-heavy audit matters.  

Similarly, the Early Admissions Process should balance efficiency with fairness. Additionally, the impact of cost exposure and 

public statements under the Published Constructive Engagement on market capacity should be carefully considered, to avoid 

discouraging mid-tier and emerging firms from participating in the audit of public interest entities. 

We encourage the FRC to publish regular reviews of the effectiveness of these new routes, including key performance indicators 

and stakeholder feedback, and to remain open to further refinement as experience is gained. 

Educative Transparency 

CPA Australia supports the FRC’s proposals to enhance educative transparency, particularly through mechanisms such as 

Published Constructive Engagement. We believe that publishing issue-level learning and remedial actions, while protecting the 

anonymity of audited entities and individual auditors, can deliver significant benefits for audit quality, professional 

development, and public confidence. In our experience, published information that is factual, balanced, and focused on 

improvement, not punishment, will foster a culture of continuous improvement and enable the broader profession to learn 

from regulatory outcomes without disproportionate reputational harm. 

We advocated for greater transparency in ASIC’s audit surveillance reporting, including the introduction of a severity taxonomy 

and the publication of thematic findings and “what good looks like” exemplars. We believe that the FRC’s approach to educative 

transparency represents international best practice and offers valuable lessons for other jurisdictions, including Australia. 

However, we encourage the FRC to monitor of the impact on market capacity and firm behaviour, and to adjust the approach if 

unintended negative consequences arise.  

Market Capacity 

A resilient and competitive audit market is fundamental to the integrity of capital markets and the protection of the public 

interest. In Australia, we have observed that enforcement approaches which balance deterrence with proportionality are critical 

to maintaining the participation of mid-tier and emerging firms in the audit of public interest entities.  We emphasise the 

importance of ensuring that regulatory interventions do not inadvertently discourage firms from entering or remaining in the 

market, particularly at a time when audit market concentration and capacity are key policy concerns. We encourage the FRC to 

consider the potential impact of publication and cost exposure under the proposed AEP reforms on market capacity, and to 

ensure that the framework supports a diverse and sustainable audit market. 

Public Interest 

We welcome the FRC’s explicit articulation of public interest factors and the introduction of a clear, two-stage test for 

investigations. Codifying public interest considerations enhances the legitimacy, predictability, and accountability of regulatory 

decision-making, and aligns with global best practice. In Australia, we have advocated for the explicit inclusion of public interest 

objectives in audit regulation, and for greater clarity in the criteria used to select and resolve cases. We encourage the FRC to 

continue publishing and updating its public interest factors, as this will support stakeholder confidence and facilitate informed 

engagement across the profession. 

International Collaboration and Continuous Improvement 

CPA Australia recognises the value of ongoing dialogue and collaboration between regulators, standard setters, and professional 

bodies across jurisdictions. We believe that the FRC’s consultation process provides an important opportunity for international 

stakeholders to share insights and contribute to the development of robust, educative, and proportionate audit enforcement 

frameworks. We are committed to working with the FRC, ASIC, and other regulators to promote audit quality and regulatory 

effectiveness, and to ensure that the lessons learned from different jurisdictions are shared and applied for the benefit of the 

global profession and the public interest. 

CPA Australia appreciates the opportunity to contribute to this important consultation. We support the FRC’s efforts to 

strengthen audit enforcement in ways that promote market capacity, educative transparency, and the public interest. We 

believe that the proposed reforms to the AEP represent a significant step forward in aligning audit enforcement with 



 

international best practice, and we look forward to ongoing engagement and collaboration as the FRC finalises its policy 

approach. 

Should you require further information or wish to discuss any aspect of this submission, please do not hesitate to contact Tiffany 

Tan, Audit and Assurance Policy Lead at tiffany.tan@cpaaustralia.com.au.  

 

Yours sincerely, 
 

 

Elinor Kasapidis  
Chief of Policy, Standards & External Affairs 
 

 

 


