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The Finance Focus Breakfast focused on audit reform.  The event, held under Chatham House rules, 
presented views from industry and the policy-making community. While participants agreed that 
auditors cannot be held responsible for the crisis, introspection of the system after the last few years 
points to some possible directions for change including an increase in auditor transparency and 
scepticism. 3 parlimentary committees have been involved in the draft reform process, which was 
begun under the Danish presidency and has hopes of being completed by the end of the Irish 
presidency. The reform is motivated by auditor's strong societal role of providing assurance to 
investors. Specific steps towards securing this role include mandatory rotation, better coordinated 
supervision, market access, and increased transparency of the audit process.  Examples of proposals 
tabled in the reform include incentives for joint audits, limitations to the range of services provided to 
the same firm, and a stronger coordinating role for ESMA.  The current framework sees different 
member states exercising a range of policies, with some versions of proposed reform already in place. 
For investors, it is important that whatever direction the reform takes, there will be an emphasis on 
quality communication of audit reports. As examples: the current reporting of going concerns in 
considered as offering too little, too late; auditors' opinions of material assessments are not clearly 
communicated.  Discussion in the question and answer sessions was lively. Participants highlighted 
the delicacy of the auditor's role in relation to management. Auditors cannot provide the same level of 
information. Additionally, auditors face liability risks. The need for audit reform goes across sectors, 
and an easy parallel cannot be drawn between supervision of auditors and credit raters because the 
audit status quo already includes a supervisory framework at the national level. Discussion ended 
with a question on the philosophical role of auditors - police men to cry foul when management goes 
wrong, or helpers to streamline the management process? The consensus answer lies between those 
two extreme and maintains the importance of the audit process for firms, investors and the wider 
economy, and thus maintains the importance of the proposed audit reform. 
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